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Solomon Airlines Limited

Directors' report

In accordance with a resolution of the board of directors, the directors herewilh submit the statement of
financial position of Solamen Airlines Limited {"the Company") as at 31 December 2014 and the statemen
of profit or foss and other comprehensive ineome, statement of changes in coquily and statement of cash Mows
for the year ended on that date and report as follows:

Directors
The names of dircctors in office at the dare of this reporl and al any time during the financial sear and up
until the date the fnancial statements were anlhorised for issue are as follows;

Chairiman - e Denton Rariwa

Deputy Chairman - Mr Antony Bensteeve Langston
[ Mrector - Mr Sebastian Tala

T rector 2 e Bab Pollard

Dhreclor - Mlrs Fose bsukana

Diircctor = Mt Primo Adcan

State of affairs

In the apinien of Lhe directors, the accompuanying statement of financial position gives a true and fair view of
the state of affairs of the Company as at 31 December 2014 and the accompanying statement of
comprehensive income, statement of changes in equity snd statement of cash (Tows give a true and fair view
of the results, changes in cquily and cash flows of the Company Tor the year then ended,

Trading results
The net lass for the year afler income tax benefit of $3.626.204 (2013 33.845.910) amounted to $8.531.332
(2013: 54.908,265).

{zoing concern
The Tinancial statements have been prepared on a going concern basis notwithstanding that at 31 December
2014 the Company had a deliciency of warking capital. cxelnding revenue reccived in advance of
16,576,084 (2013: 521,211,741} and recorded a net loss belore income tax of 312,157,536 (2013
F12.814.173),

The Company's continuation as going concern is dependent upon its ability to generate cashllows from
operalions in order to meet its ohligations as they [all due and / or continned support of the Companys'
shareholder being Solomon Islands Governnent. These conditions indicate 1he cxistence of a material
uncertainty which may cast doubt on the Company's ability to continue as a going cancern,

The Dircetors consider it is appropriate to prepare these Mnancial stalements on a going coneern basis as the
Company has positive cashflows from operations and will generate positive cashiflows lrom operations in the
future. iz the single provider of domestic aviation services in the Solomon Tsland, s the intemational carrvier
and 15 a4 slale owned enlerprise,

‘The financial stalements do not include any adjustments relating to the recoverability or classification of
recorded asset amounts and classifisation of linbilities that might be necessary should the Company be unable
Lo contintie as a poing concer.

Dividends
[t was recommended that no dividends be declared or proposed for the year,



Solomon Airlines Limited

Directors' report (continued)

Reserves
The Dirgelors recommend that no amounts be transfereed W or from reserves in respect ol 31 December 2014,

Principal activity

The principal activity of the Company doring the course of the [nancial yoar was o provide domestic and
international air trsnsport services, There were no sigmilficant changes in the nature of this activil v during the
Vi,

Current assets

The directars touk reasonable steps before the Copany’s financial statements were made oul 1o asesrtain
that the gurrent assets of the Company were shown in the acconnting records at a value equal (o or below the
value that would be expected (o be realised in the ordinary course of business.

Al the date of this report, the dircelors are not aware of any circumsiances which would render the values
aftributable to (he current assets in the financial statements to he misleading.

Receivables _
The directors look reasonable stups before the Company’s financial statements wors made ont o ascerkain
that all lnown bad debts were written of f and adequate allowance was made for impairment losses.

At the date of this report, the dircetors are not aware of any circumstances which would render the above
assessment inadequate to any substantial cxlent.

Related party transactions
All related party transactions have been adequately recorded in the financial statements,

Oviher circumstances
At the date of this report, the directars are not wware of any circumstances nol otherwise deall with in this
report ar financial statements which would render any amounts stared in the accounis to be misleading,

Unusual cireumstanees

The results of the Company’s opcrations during the financial vear have net. in the apinjon of the directors,
been substantially alTected by any item, transaction or event of a material und unusual nature other than those
disclosed in the financial statements,

Events subscquent to balanee date

There has not arisen in the interval hetween the end of the vear and ithe date of this report any item,
lransaction or cvent of a material and unusval natwee likely, in the opinion of the dircclors, to affect
sighificantly the eperations of the Company, the resnlts of those operations or the state of affairs of the
colnpany'in subsequent (inancial vears,

. st T, i
Dated at this v Ckia dayof IWiRY 2015

Signed in accoerdance with a resolution of e directors.

g

N0y Mi 5
Dircctnrh Y .
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solomon Afrlines Limited
statement by Divectors

In the opinion of the Direclors of the Company:
(a) the accompanying statement of profit or loss and other comprehensive income of the Compiny is
drawn up 5o as Lo give g true and (air view of the results of the Company for the year cnded 31

December 2014

(b)  the accompanying statement ol changes in equity of the Company is drawn upy so a5 lo give a true and
fair view of the changes in equity of the Company Tor the vear ended 31 December 2014:

(¢} theaccompanying statement of financial pusition of the Company is drawn U s0 28 0 aive g rue and
fair view ol the state of affairs ol the Company as at 31 December 2014:

(d) the accompanying statement of cash flows of the Company is drawn up sa as to give o Lrue and fair
view of the cash Mows of the Company for the year ended 31 December 2014:

(¢} at the date of this statement there are reasanable grounds to belicve the Company will be able to pay
ils debts as and when they fall due: and

(N alleelated parly transactions have been adequately recorded in the books of the Company,

Dated at H gcf s i this 161 day of ¥4 ! { 2015,

Signed in accordance with a resolution of the direetors,

\-——_—-“—n—--m

N - ,wk Mﬁn/

Director F]ll




INDEPENDENT ATDITOR’S REPORT TO THE MEMBERS OF SOLOMON ATRLINES
LIMITED

Report on the Financial Statcments

Ihave contracted KPMG Tiji which is part of the KPMG International network to assist me 1o audit the
accompanying linancial statements of Solomon Airlines Limited, which comprise the statement of
financial position as at 31 December 2014, and the statement of profit or loss and comprehensive
income, stalement of changes in equity and statement of cash flows far the vear then ended, and Moles
I'to 3] comprising a summary of significanl accounting policies and ather explanatory information.

Direetors’ and Managemeni®s Responsibility for the Financial Siatements

Directors and management are responsible for the preparation of linancial statements that give a true
and fair view in accordance with Infermational Financial Reporting Standards and for such internal
control as the direclors and management determine is necessary to cnable the preparation of fnancial
Statements that are free from material misstatement, whether due to fraud or error,

Auditor’s Responsibility

My respomsibility is to express an opinion on these financial stalements based on my audit. The audit
hus been conducied in accordance with International Standards on Audiling.  Those standards require
that T comply with cthical requirements snd plans and perlorm the audit to obluin reasonable assurance
about whether the financial stalements are free [om material missiatement.

An audit fnvolves performing procedures to oblain audit evidence shout the amounts and disclosures in
the financial statcments. The procedures selected depend on the anditor’s judgement, including the
agsessmient of the risks of material misstatement of the financial statements, whether duc 1o fraud or
crror, In making those risk asscssments, the auditor considers internal control relevant to the entity’s
preparation of financial statements that give a true and lair view in order o desipn audit procedures
that arc appropriate in the circumstances, bul not for the purpose of expressimyg an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the appraopriateness of
accounting policies used and the reasonableness of accounting estimates made by the managcinent, as
woll as evaluating the overall presentation of the financial statements.

I believe that the audit evidence 1 have obtained is sufficient and appropriate to prowvide @ basis for my
audit opinion.

(pinion

In my opinion the financial slutements give @ true and fair view of the financial prosition of Solomon
Airlines Limited as at 31 December 2014 and its [inancial performance, its changes in equity and its
cash flows for the year then ended in accordince with International Financial Reporting Standards,

Fnphuasis of Mattey

Without madifying my opinion, I draw attention (o Note 2 (¢} in the financial statements regrrding the
exislence of uncertainties in relation o the Company’s ability to continue as a going concern, The
Company's conlinuation a3 a going concern is dependent upon its ability to obtain appropriate external
financing, the support of the Solomon lslands Government andfor to aenerate sufficient cash Mows
from operations in order o meel its obligations and (o return to profitable operations. These conditions
may cast doubt on the ability of the Company to continue as a going concern excepl Tor the Company’s
ability to access Solomon Islands Government finaneial support should that become necessary.



JNDEPENDENT AUDITOWR'S REPORT TO HE MEMBERS OF SQLOMON AIRLINES
LIMITED (CONTINTUEL)

Repori on Other Lepal and Repulalory Requirements
Lack of compliance with Public Finance and Audit Act and Stete Chined FEnlevprives Aot

The Company has not complicd wilh the requivements of the Public Finance and Audit Act fCap 120
and the State Owned Enterprises Act 2007 which requires the audited financial stalements to be placed
before the Minisier responsible before 31 March of the following year to which the hnancial
-stalements relate, The statements were received 30 days after the Jue date of 31 March 2015,

e
4
5__ ST ey
Robert Cohen Dlfice of the Audilor- General
Auditor- Gencral solomon Tslands

6 May 2015



Solomon Airlines Limited

Statement of profit or loss amid comprehensive income

For the vear ended 31 December 2014

Revenue

Other income

Total Crperaling revenue
Stalf and rolanled cosls
Operations

Selling and markeling expenscs
FFuel ’

Deprecialion

Other expenses

Total Operating Expenses
Loss frcrm aperations

Finanes meons

Financa expenses
Opcrating loss before income 1ax
Incom= tax beneflir

Net loss aller income tax

Other comprehensive income for the year, net of tax
Tiems that may ke reclassificd subsequently to profit or loss
Fevaluation ol aiverall - net of tax

Dyepreciation on revaluation increment of airerali -net of lax -

Total other comprehensive income
Total Comprehensive income for the vesr

# Ree nole 30

Maoie

f

1

IREE)
P

12 (@)

2014
5

241 400 870

16,23 .182

2013
b
Megioted ©

253020614

3,198,090

257,640,157
(49 508,125
(78,760.126)

(5.480.267)
(67.196.675)
IR B

{1,792 .6449)

266,218,704
(535,873,025
(83,756,490)

(9,658,400
(68.247,027)
(201,140,506)

(36,544.389)

(260.456.,844)

{274.224.437)

(2,810,692}

20,174
(9.361,023)

{8,005.733)

936,396
(5,765,038)

{12.157.536)

3.020,204

(12.814.175)

3,845,910

(8,531,332)

(8,068,2635)

(3.790.2117

2,588,091
6,062,230

(3,796,911)

8,051,221

(12.328.243)

(317.044)

The notes an pages 10 to 35 are an integral part of these Gnuncial stalements,

(



Solomon Airlines Limited
Statement of changes in equity

For the vear ended 31 December 2014

Balance at 1 January 2013

Transfer of depreciation on revaluation increment of aircrafi

Teial compreliensive ncome for Hre year
_|:mm for the vear - rastated

Total other comprehensive income for the vear

Total comprehensive income for the vear
Balance at 31 December 2013 - restated
Balance at 1 January 2014

Tt comipreliensive Income jor ihe year
Loss Tor the year
Total other comprehensive income for the v

Total comprehensive income for the vear

Balance at 3| Decembar 2014

Revrmted
Share Fevaluation Accpmulated
capital Heserve losses Toual
% g 5 5
T0909.801 41.710,082 (33,592,180 29027703
(5,062,230}
. - (8.968.265) [E,968.263)
- 2,585,599 6,062 230 B631,221
- 2.588.00 (2.906,03: (317.0443
70,909,801 18,236,843 (56,498.215) 32.648 429
T0908 801 35,236,845 (56.4982135) 52648431

- . (8,531,332 (8,531,332}
: (3.796.911) : (3.796.911)
s (3,796,911} (8.531,332) (12,328.243)

70,909 801 34,439,934

40,320,188




Solomon Airlines Limited
siatement of financial position

As at 31 December 2014

Mote 2014 2013
5 )

Assets Hexiuted
iCnrrent assets
Cash and cash equivalents 3 3ATRA05 2,704,525
Tnvestments L4 316591 2170948
Depaosits |5 4,943 Bu2 3062258
Trade receivahles |6 G209 849 0,208,551
Other receivables and prepayimenis |7 H.114.968 4438015
lvenlories 3 10,730,294 0,913,336
Total current asseis 45794411 20,034,013
MNon-curreni asseiy
Adrcrall, Property, Plant and Equipment 19 |3 1.076,901 137970312
Investment property 24 FA00.000 7000000
Deposits |5 - | 764, 70
Total now-curvrenl sssels 30,5 76,0901 147,335,018
Tutal asscts 1753712012 174,909 631
Liabilitics
Current Hahilities
Bankowverdrall 13 J.041.805 2,666 490
Borrowinas 21 12,223,842 7,785,195
Heovenue received in advance 35.770.353 25,914 8101
Trade, otler payables and accrued expenditure 72 34,952,850 35907368
Employvee benelits 23 2,151 982 2487301
Total current liabilities i, 140,845 FT00L155
MNon-current linhilitics
Borrowings 21 38.329.533 32,319,203
Trade. other payables and scerved expenditurce 22 - 1,406,572
Deferred tax Hability 12 {¢) B.580, 743 13,834,272
Total non-current lHabilities _ A6.910.276 ) 47,360,047
Tutal liabilities 135,051,124 :_ 32,321,202
Shareholders equity
Share capilal 24 () 0900 301 T4, 80H
Revaluation rescrve 24 (c) 34639 934 AR,236. 843
Accurnulated losses (65029547 (56,498,215)
Total shareholders cquity 320,188 o 52,648 4209
Total sharcholders equily snd liahilities 175371, 012 174,969,631

Signed in accordance with & resalution of fae Board.

/

he notes on fages 1'[-1.1»6) 35 ave an integral part of these, [inancial statements,
&




Solomon Airlines Limited
Statement of cash flows
For the year ended 31 December 2014

Mote 2014 2013
b b

Operating activities
Receipis from customers 2o G007 820 274,139,018
Payments Lo suppliers and employees {245,907 964) _(257,464,867)
Cash generaled from operations 18,634 856 16,674,151
nferest received 20,179 13,325
[nterest and bank charges paid {4,459 123) (3,305,389
Cash tlows lrom operating aciivitics 14,195,912 11,382,087
Investing activities
Payments for property, plant and equipiment. {3.5100933) (5672082}
Pruceeds from sale of property. plant and equipment 214,143 985,241
Withdrawal of tern deposit - [O,020
Invesiment in terin depasit (08,0643 -
Cash flows used in investing activities (3,395.43%) (4,676,821
Financing actlivilies
Repaymenis of borrowings {8.401.,124) (7.317,383)
Cash flows ugzed in financing activitics (8.401.424) _ {7A17.383)
Met inerease / (decreasc) in cash and cash cyuivalents 2399055 (612.117)
Cash and cash equivalents at 1 January 38.035 650,152
Cash and cash equivalents at 31 Decembey 13 2,437,090 . 38,035
Mon cash investing activities 26

The notes on pages 110 fo 35 are an integral part of these financial statements,



Solomon Alrlines Limited

MNotes to the financial statecments
3 December 2014

1.

(b}

{c)

()

Reporting enticy
Solomon Airlines Timited trading as Solomon Airlines, (the “Company™) is domiciled in fhe Solomon [slands.
The address ol ithe Company's reaistered office 1z Henderson, Hontara, Solomon [slands.

pany's reg

The principal activity of the Company during the course of the financial vear was to provide international and
domestic air transport services, There were noe signiNeant changes in the nature of this actevity during the vear,

The financial statements were prepared and approved as an individoal reporting entity,

Busis of preparation

Statement of complianoee
The [naneial statcoments have been prepared in accordance with International Financial Reporting Standards

(IFRSs].

The linancial stalemenls were approved by the Board of the Divectors on 7% /' Leiy AL

Basis of measurement

The financial statements have been prepared using the historical cost basts exeept for ihe Fellowing ilems in lhe
statement of financial position:

- investment property is measnred at fair value

- owned atrerafis are measured at i valoe

Going convern hasis of ascouniiap

The financial statements have heen prepared on a going concern basis notwithstanding that at 31 December 2014
the Company had a deficiency of working capital, excluding revenue received inadvance of 516,576,084 (2013
S2L.201,74 1), and recorded a net loss belore income tax o S12 157536 (2013 F12.814.175).

The Campany's condinuation as poing concem is dependent upon its ability to generate cashflows from
operations in ocder to mect its ablizations as they (all due and 7 or continued support of the Companys
sharcholder being Solomon lslands Government, These conditions indicate the existence of a material
uncertainty which may cast doubt on the Company's ahility to continuc as a goin | COnCerL.

The [rectors congider it 15 appropriate to prepare these financial statements on a going concern hasis as the
Company has positive cashllows Dom operations and will generate positive cashiflows rom operations in the
future, is the single provider of domestic aviation services in the Solomon [sland. is the international carrier and
1% u slale owned enlerprise.

The financial statements do not include any adjnstments relating to the recaverability or classification of
recorded asset amounts and classifteation of habilites that might be necessary should the Company be unable 1o
continue as a gaing concern.

Functivnal and presentation currency

The financial statements are presented in Solomaon sland dollars, which is the Company's functional currency,
Balunces disclosed are rounded 1o the nearest dollar,

11



sSolomon Airlines Limited
Motes to the financial statements
31 December 2014

2

(&)

(a)

(i}

(1)

Basis ot preparation {eantinued)

Use of estimates and judgments

The preparation of the financial statements in conformity with [FRSs requires innnaggement 1o make judgments.
calimales and assumptions that affect the application of accounting policies and the reported amounts of assets.
liabilities, income and expenses. Actual results may differs firom these estimales,

Estimates and underlying assumptions are reviewed on an engoing basis. Revisions Lo accounting estimates are
recognised i the period in which the estimates are revised and in any future periods affected.

Information about eritical judgments in applying acconnting policies that have the most significant effect on the
amounts recognised in the financial statements is included in the fllowing notes:

Mote 16 - Recoverability of trade receivables
Note 18 - Tmpairment of Inventorics
Mote 19 - Adreraft, property, plant and equipment {Revaluation & Depreciation)

Significant accounting policies
The accounting policies set oo belew Tuve boeco consistently applied by the Company except where otherwise
indicated.

Foreign currency trausactions

Transactions in forcign curreneies are translated 1o Solomon Istund dollars at exchange rates at the dates of the
lrunsactions, Monetary assets and liabilities denommated in loreign currencies at the reporting date are
retranslated to Selamaon 1sland daollars at the exchange rate at that date, The forcian corrency gains or losses on
retranslation are recognised in profit or oss.

Mon-monetary items in a foreign currency that are measured in terms of historical cost are translated using the
cachange rale at the date of he transaction,

Adrerait, property, plant and cquipment

Hecognition and measurement

Ttems of aircrall, property, plant and cquipiment are measured at cither Taie value or at cost less accumulated
depreciation and impairment losses.

Clost includes expenditure that is divecily atributable o the acquisition of the asset. When parts of an item of

aircratt, property, plant and equipment have ditferent useful lives, they are accountsd for as separate items
{(major aircraft components} of aircraft, property, plant and equipment.



Solomon Alrlines Limited

Motes to the financial statements

31 l}ecmglher 2014

(h)

(i)

(it}

(i)

(v}

Significant accounting policies {(confinuzd)
Adrerall, property, plant avd equipment (coniinued)

LBecopmition and messurement (continued?t
Any gain and loss on disposal of an item of aircraft. property plant and equipment are determined by comparing
the proceeds {rom dispesal wilh the carrying amount of wrerafll, property. plant and equipment. This is

recogi]sed within other income £ operaling cxpense inoprolil o less,

Subsequent costs

The cost of replacing part of an e ol airerall, properly. plant and coguipment s recognised in the carrying
amount ol the item i1 is probable that the futwee cconomic benefit embodiced within the pari will Mow o e
company and its cost can be measured reliably. The cost of the day-te-day servicing of airerall, property, plant
and equipment are recognised in profit or loss as incurred.

Depreciation
Deprediation is charged to the profit or loss on oa straight line basis over the useful lite of each class of asset, The
depreciation rates used for aireraft, property, plant and equipment are as inllows;

Land and buildings 3%

Adreraft SWe (2000 5% - 12.5%0)

Adrerall spares PO 0%

Adreralt catablishment costs 2%

Adecraft Companznts Based on expacted total flving hours
Moter yehicles 20%,

Mant and equipment PG - 3084

Levaluation
Adreraft are shown at fair value, hasad on annual valuations by an external independent valuer. The fair values
are recopnised in the financial statements of the Company. Depreciation for the year, based on the prior years

valuation s taken o prafit o loss.

Ay revaluation increase arising on the revalvation of asscls s eredited 1o the assel revalualion reserve. excepl
to the extent that it reverses a revaluation decrease for the same asset previously recognised as an expense in
profit or loss, inowldeh case the increase is credited to the statement of comprehensive ineome 1o the extent of
the decreass previously charged. A decroase i carrving mnount avising on the revaluation of assets 15 changed as
an expense 1n profit or loss lo the extent that it exeeeds the balance, iF any, held in the asser revaluation reserve
relating Lo a previous revalualion ol that assct,

13



Solomon Airlines Timifod
Notes to the financial statements
31 December 2014

(b}

(iv)

()

(1

(e)

Signilicant accounting policies (continued)
Aireralt, property, plant and equipment {confinued)

Revaluation {continued)

Depreciation on revalued buildings is charged to profit or loss. On the subseguent sale ar retirement of a
revalued asset. the aitributable revaluation surplny remaining in the asset revaluation reserve, is transforred
direcily to retaincd carnings.

AdrerattiEngine Overhasl

For owned aiveraf, costs incurred in respeet of heavy maintenance and overhanl of wireralt engines and
airframes are capitalised and depreciared over the peried to the next scheduled maintenance, Other non-heavy
maintenance snd overhawl costs are charged to the profit or loss on consumption or as incurred,

Maintenance checks, which ure coversd by third party meintenance agreements where there is a ransfer of risk
and legal obligation, are expensed on the basiz of hours flown.

Investment property

[nvestment property is property held to carm rental income. Investiment property s measured at cost on initial
recognition and subsequently at fair value with any change therein vecognised in profit or loss. Cost includes
expendilure that is divectly altribulable to the acquisition of the investment property.

Aty pain or loss on disposal of an investment property is recognised in profit or Ioss. When the use of a property
changes zuch that 1t is reclassified as properly, plant and equipment. s Faiv value at the date of reclassification
becomes its cost for subsequent accounting.

Financial instrumenis

(i) Mon-derivative financial asscts

The Company initially recognises loans and receivahles an the date that they are originated. All ather (fnancial
assels are recognised initially on the rade date which is the date the company becomes a party ro the contractual
provisfons ol the instrument.

The Company derecognises a lnuncial asset when the contrsctual rights to the cash flows from the assct expire,
or it transfers the cights to receive the contractual cush flows on the Finencial asset in a transaelion in which
substantially all the risks and rewards of ownership of the fnancial asset are transfeered. Any interest in
transferred financial assets that is creaicd or retained by the company is recogniscd as a separate asset o
liability.

Financial asscts and labilities are offsct and the net amount prescnted in the staicment of financial pasition
when.and anly when. the company has a leaal vight 10 olTser the amounts and intends cither 1o settle on a ner
basis or ko realise the asset and setile the lability simultaneously,

The Compuny classifies the nen-derivative financial assets into the following categories: loans and recervablos
and held to maturity fnancial assets,



Solomon Adrlines Limited
Motes to the finaneial statements
31 December 2074

(e}

(1)

Signiticant accouniing polivies {continued)
Finangial instruments (continned)

(i} Mon-derivative financial asseis {continnod)

Loans und receivahles

Loans and receivables are [nancial assels with fixed or detenninable payments that are not quoted in an active
market. Such assels are recognised initially at Iair value plus any direetly attributable transaciion costy.
Subsequent to initial recognition fvans and receivables are measured at amortised cost using the effective
ilerest method. less any impairment losses,

Loan ail receivables comprise cash and cash cquivalents, trade and other receivables and depoaita,
Cash and cash equivalents

Cash and cash equivalents comprise cash ot hawl, cash at bank and bank overdraft for the purposes of the
statement of cashilows,

Held to maturity linancial asscls

Il the Company has the positive infent and ability to hold debt sceurities to matority, then sueh lnamcial assets
are classificd as held tw maturity. 1eld to maturity lnaneial assets comprises ol ferm deposits.,

(ii} Non-derivative Ninancizl liabilities
All lmaneial liabilities are recognised ilially on the rade date at which the company becomes a parly to the
contractual provisions of Lhe instrument.

Fhe Company derccognises a financial lability when its contractnal obligations ave discharged or cancelled or
Expire.

The Company classifies non-derivative [inancial liabilities into the other fnancial liabilitics ealegory. Such
financial liabilities are recognised initially st faic value plus any divcetly attributable transaction costs,
Subsequent 1o initial recognition, these financial linbilities are measured ar amortiscd cost using the effective
interest method,

Other financial liahilities comprise bonowings, Wrade creditors and acered expenses.

(iif) Ordinary shares
Ordinary shares are classified as equity. Inceemental costs dircetly attributable to the issue of ordinary shares are
recognised as a deduclion lrom cquily, net of any tax effects.

Leases

Leases in ferms of which the company assumes substantially all the visks and rewards of ownership are
classified as finance leases. Upon initial recognition the leased asset iz measired al an amount equal to the lower
ol its fair value and the present value of the minimum lease payments. Subsequent to inilial recognition. the
assel 18 accounted for in aceordance with the acconnting, palicy applicable to that asset,



Solomon Airlines Limited
MNotes to the fimancial statements
31 December 2014

2)

(k)

(i)

Significant accounting policies (continued)

Leases (continnad)
Other leases ave operaling leases and are not recognised in the company's statement of linancial pasitivn.
Operating lease payments are recogniscd in profit or loss in the periods in which thewv are incurred,

Inventorics
[nventories are measured ul the lower of cost and net realisable value, The cost of inveniory 15 based on ihe
welghted average principle,

Receivables
Receivables are recogmised and carvied at original invoice amount less impairment losses,

Impairment
{i} Non-derivative financial asscis

A financial asset not carricd al Fair value throy gh profit o loss 15 assessed al cach reporting date to determine
whether there is objective evidence that it is impaired. A lnancial asse is impaired i ohjective evidence
indicales that a loss event has ocourred after the initial recognition of the asser. and that the loss event had a
negative effect on the estimaled future cash MMows of that assel that can be estimated reliably,

Objective evidence that Mnancial asscts are impaired inelude default or delinguency by a deblor, vestruciuring of
an amount due (o the Company on terms that (the Company would not consider otherwize of indications that a
debtor will enter bankruptey,

(i) Mon-Tinancial assets

The carrying amennts of the Company’s non-financial assets, other than inventories and deferred lax assets, arc
reviewed at each reporting date o determine whether there is any Indication of impairment, [T any suel
indication exists, then the asset’s recoverable amonnt is estimared, An impairment loss is recopnised it the
catrying amount of an asset ar cash gencrating unit (CGU) exceeds its recaverahle amount.

The recoverable amount of an asset or cash-generating unit is the greater of its value in vse and its fate value less
costs ta sell. In assessing vidue  use. the estimated future cash Aows are discounted 1o their present value using
a pre-tax discount rate thut reflects current market assessiments of the time value of maney and the risks specific
to the assel. For the purpose of Impainment testing, asscls that cannol, be tested individ ually are pronped together
into the smallest group of assets that generates cash inflows from contlinuing nse that are largely independant of
the cash inflows of other assels or aroups ol assets (the “cashi-generating unit, ar CGLU™,

An impairment. loss is recognised if the carrying amount of an asset or its COU exceeds its estimated
tecoverable amount. Impairment losses arc recognised in profit or loss, [mpairment losses recopguised n respeet
of CGUs are allocaled first o reduce the carrving amennt af iy goodwill allocated o the units, and then to
reduee the carrying amounts of the other assets in the unit (group of units) on a pro rata hasis.

£y ]
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(i}
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(i)

Significant acecunting policvies (continued)

Impairment {(continued)
An impairment lass is reversed anly to the extent that the assels carrying amount does not excecd the carrying
amount that would have been determined. net of depreciation or smortisation. if no impainnent loss had been

recognised,

Employee benefits
Drefined contribution plan

Contributions are paid to the Solomon Tslamls Mational Provident Fund on hehalt of employees (o sceure
retirement bencfits, Costs are recopnised within the statement of profit ar loss.

Short-term _henefits

Short-term employee benelit obligalions are measnred on an undiscounted basis and are expenscd in profit or
loss aa the related service is provided,

A liability is recognised for the amount to be paid under short-term henefits i the Company has a present or
constructive obligation o pay this amount as a result of past service provided by the emploves and the
abligation can be measured reliably.

Trade payables, other payubles and acerned expenditure

Trade and other payahles are stated at cost. A provision is recognised in the statement of financial position
when the Company has a legal ar constmctive obligalion as a result of a past event, and it is probable that an
outlow of econemic benefits will be required to settle the abligation. 1T the ¢fTect 1s material, provisions are
determined by discounting the expected future cash flows at a pre-tax rate that rellects curent market
assesziments of the time value of money and. where appropriate. the risks specific w the liability,

Revenue and other income

Pazzenizer and cargo revenuc

Passenger and cargo revenue is measvured at the Tair value of the consideration received, net of sales discount,
passenger and freight interline / LATA commission. Ageney commission paid by the Company are imcluded in
selling and marketing expense, Passenger and cargo revenue is recognised when passengers and cargo are
uplifted. Unused tickets are recogniscd in profit or loss afier 12 months (rom the ticket flight date. Passenger
recoveries (including Mel surcharac on passenger tickels) are disclosed separately as revenue. Revenue fiom
ancillary passenger revenue. excess bageage. ticket cancellation fees and air charter revenue is recogmised as
revenue when the services are provided, Receipls for advance passenger ticket and fieipht sales which have nat
been availed or recognised as vevenue are deferred on the balance sheet as revenue received in advance,

Trallic ineome

This relates to ground handling services provided by the Company to other aiclines that ind n Solomon
Airlines, This is based on fixed contracts with the respective airlines and is recognised when services are
provided,

(i) Community service obligation subsidy

This represents subsidy received from the sovernment for operation of outer island airports. The income is
recognised in profit or loss when government approves the subsidy and a contract is sizned.

3]
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3.

Significant accounting policies (continued)

fm} Deposit

()

)]

Deposit are recorded at transaciion costs.

Income tax
Income tax cxpense comprises current and deferred tax. Tncome tax expense is recogniscd in profit or lnss
excepl Lo the extent that il relates to items recognized directly in equity. in which case it is recoanised in eguily.

Current tax is the expected tax payable or receivable on ihe luxable income or loss for the year, using tax rates
enacted or substantively enacted al Lhe reporting date. and any adjustment o tax payable in respect of provious
YCATS.

Dieforred tax is recognised in respest of iemporary ditferences belween the careyving umounts of assets and
liabilitics for financial reporting purposes and the amounts used for raxation purpnses, Deferred ax is not
recognised for:

- temporary differences on the initial recognition of assets or liabilitics in a fransaction that is not a business
combination and that atfects neither accounting nor xable profit ar loss:

- lemperary dillerences relating to investments in subsidiarics and jointly controlled entities to the exient that it
is probable that they will not reverse m the foreseeable fumre: and

= laxable temporary differences arising on the inital recoanition of goodwill,

Deferred tux is measured at the Lax rates that are expected 1o be applisd 1o lemporary differences when they
reverse, based on the laws that have been enacied or substantively enacted by the reporting date.

Delerred tax assets and liabililies are offset i there is a legally enforceable vipht (o offset current tux labilities
and assets, and they relale to income taxes levied by the same tax authority on the same taxable entity, or on
different tux entitics, bui they mtend to settle current tax liabilities und asscts on a net basis or heir tax assors
and liabilitics will be realised simullaneously.

A deferred tax asset is recegnised for unused tax losses, tax credits and deductible lemperary differences, to the
extent that it is probable that future taxahle profits will be available against which they can be ulilised. Deferred
tax assets are reviewed at cach reporting date and are reduced o the extent that it s na longer probable that the
related tax benefit will be realised.

Finance income and cxpenses

Finance income and expenses comprise interest income, interest on borrowd: 1ps and bank overdratt and foreign
exchunge gaing and losses, Interest income is recognised as it accrues in profit or loss, using the effective
interest method, Borrowing costs are recognised in the profit or lass using the effective interest method. Foreipn
curfency gains and losses on financial assels and liahilitics are reported on a net basis a2 cither finance ineane
or finance costs depending on whether foreign curreney movements are in a net gain or net lass posilion.
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3.

Sipnilicant pecounting polisics (continued)

(p) New standards and interpretations not yei adopted

A number of new standards, amendments te standards and interpretations wre effective for annual perinds
beginning on o afler 1 Janweary 2074 and have not been applicd in preparing these financial statements. The
Company has not applied the following standards that are applicable. have been issued | but are not yet effective,

= IFR5 9 - Financial instruments classification and measurement {clTective 1 January 2013)
< IFRS 13 - Fair value measurements (effective | Janvary 2015)

The impact of the above standards has not vet been caleulated.

Financial risk management

Overview

The Company has expasure to the tollowing risks arising [rom financial instroments:
(i} Credit risk;

(i1} in'q uidily risk; and

(ii1) Marlet rial.

This note presents information about the Company®s exposure Lo each of the above risks, and the Company’s
objectives, policies and processes for measuring and munaging risk,

Risk munsgement frameworl

The Board of Pirectors have overall responsibility for the establishment and oversight of the Company’s risk
management framework. The Company’s risk management policies are established to identity and analyse the
risks faced by the Company, to set appropriate risk limils und contrals, and 1o monitor risks and adherence to
limits. Risk management policies and systems are reviewed regularly to reflect changes in marker conditions und
Lhe Company's activilies,

Credit risk
Credit risk is the risl of financial toss o the Company if a cuslomer or connterparty to a financial instrument
[ails o meet its contractual obligations, and arises principally from the Company™s receivables from customers.

Trade and other receivables

lhe Company’s exposure to credit risk is intluenced mainly by the individual characteristics of each customer.
Mowever, the Company has established a credit policy under which sach new customer is analysed individually
for creditworthiness before the Company’s standard payment and delivery terms and conditions ave offersd.

The Company establishes an allowance for imparinent that represents its estimate of incurred losses in respoct
af trade and olher receivahles. The main components of this allowancs are g specific loss component that relates
to individually signilicant exposures, and a colleetive loss component established for similar assets in respect of
lasses that have been incurred but not yet identificd. The collective lass allowance is determined hased on
historical data of payment statistics for similar linancial assets.
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(1)

(i)

Financial risk management (continued)
Credit risl (confinued)

Trade and other receivables Ceonlinued)
Expaosire to credit risk

The carrving amounl of [mancial assels represents the maximum eredit exposure. The masimim sxposure to

credit risk at the reporting date was us follows.

204

i}

Cash at banl s A4 260
Trade receivables G209 549
Lreposifs 1.9413 802
Other receivables (excluding prepeyments) 5,105,527
[nvestunenls '_illfi__'j‘:?]

22.017.029

23
Restated
2852705
0,298,551
4,826,944
3,522,678
217,948

17,518,824

hmpairment losses
The ageing of trude recetvables at reporting date that were not impaired was as Follows:

Mot pust due 2,780,404 3,138,787

Past due 31 - 60 days 1,340,710 1,327.065

Past due 61 - 940 days AB5.0406 263,051

[asl due 91 - 120 days 35975 121,511

Pasl dos more than 120 davs 1,248,024 1,247 838
6200 840

B 208551

The movement in the provision Tor deubiful debis in vespect of trade receivables during the year is disclosed n

MWote 14,

Liguidity risk

Liguidity risk is the risk that the Company will et be able to meet itz financial abligations as they fall due. The
Company's approach to managing liquidity is to cnsure, as lar as pessible. that it will always have sufficient
liguidity 1o meet its labilities when due. under both normal and stressed conditions, without incurring
unaceeptable Insses or risking damage (o the Copany’s reputation. The Company has bank overdraft facilities

available,
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4.

(i) Liquidity risk (continued)

(ifi)

Finapcial risk management {continued)

The following are the contraciual maturities of fnancial liabilities:

3 December 2014

Finanetal liabilities
Bank overdraft
Buarrowinas

Trade, other payable &

accrucd expenditure

3 December 2013

Financial lahities
Banl Creerdeall
Borrowing

Trade, other payable &

accrued expendilure

Marlet rislk

Carrying  Contractual More than 2
amonnt cash “UH-'S l] -1 11!@31'."5 -2 Yeups YEHEYE

¥ 5 5 3 R
3041815 34 IELS 3041 815 - =
20,553,375 60,256,725 11035370 0436322 39,765,033
34952850 34952 850 34957 856 et -

88 548 045 98.251,396  49.030.041 DA56.127 39,765,033
Carrying  Contractual Move than I
o cash flows  0-1 Venars 1-2 yeavs Fears

B g : % F
2,066,490 2066490 26066490 . £
A0 104,398 AT 761,319 10,408 765 (409,765 26,941,789
37313540 37,313,940 35907308 | 406,572 -
a0L054,528 B7.741.749 48 983.623 1,516,337 20,0 1.78%

Markét risk is the risk that chunges in market prices. such as foreign exchange rates and interest ratcs will affect
the Company’s income or the wvalue of its heldings of (nancial instruments. The objective of market risk

managemenl is o manage and contrel market cisk exposures within acceptable parameters. while opltimising the

retr,

{a} Currency risk

The Company is cxposed to forcim currency risks on rovenue, expenses and kovrovwings that are denominated in
a curreney other than the Solomon Island Dollar, The Company has AUD. NZLD. USD, PGK and FID bauk
accountls which it uses to manage foreign currency exposures,

As at year end, nssets, liahilities denominated in foreign currencies. include cash st bank. trade recetvables,
deposits, borrowings and trade and other payables. Significant foreign exchange exposures are as [ollows:
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(i)

Financial visle managemeni {confinued)

Marlet risls {continued)

{u} Currency risk (continued)

31 December 2014

Financial assets
Neposits

Cash at bank
Trade receivahles
Oither receivahles

Financial liabilitics
Borrowings
Trade and other payables

MNet exponsure

31 December 2013
Financial assets
Deposits

Cash at banlk
Trade receivables
Uther receivables

Financial liabilitics
Borrowings

Trade and other payables

Met exposure

UsD AL Fan NZL PO
SR § SED 5 SED S SED § SBD §

AD01.710 - - - -
1,025,283 293380 2,265,625 Y4820 227314
283.746 1.594 480 - . )

: 1,543 428 |36.685 7.016 :

a.210,05% 331697 2402310 Ba5.246 227314
(11.577.795) - {105,000 - :
(12,432,616)  (5.182,293)  (171.507) (58.070) (101,478)
(24,000411)  (5.182.293)  (276.507) (58.070) (101,478)
(17,799.672)  {1.750,596)  2.125.803 8O7.176 125,836
A.844 48D , : : :
1,158,491 (28,394 759,669 225 494 96,907
345.163 | 032.986 5 -

- 777,212 94,564 85,053 -

6,348,143 1.438.592 154,237 310,547 96,003
(8.966,825) - : - .
(13.956,440)  (8.182,199)  (922,7748) : (2,676.550)
(22.923.271)  (8.182,199)  (922.778) . (2,676,550)
(16,575,128)  (S.743.607) (568,545 310,547 (2,579.647)

A strengthening of the Dollar as indicated below against VST, AUTY, FHY NALY and PGE at 31 December
wold have increased (decreased) profit after tax by the amounts shown belaw. This analysis is based on foreign
currency exchange rate variances that the Company considered to be reasonably possible ai the reporting date,

This assumes that all other vanables are constant,
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(if)

Financial vishk management {sontinuad)
Market risk (continued)

(a) Currency risk (continued)

2014 2M3
Financial assels b 5
Impact on profic alier tax iF 10% increase in LS % rate against SCD 621,074 034814
Impact an profit afler tax i 10% decrease in USD fx rate against SBD (021.074) (634 814
Impact an profit afler ax 17 10% increase in AUD fx rate against SBTD 33070 243 859
Impuct on profit after tax if 10%: decrease in AUD Ix rate against SBD (343,170) (243 859)
Impact on profit after tax i0 10% increase in FID fx rate against 360 240,251 15,423
Impact an prefit after tax it 10% decreass m FIID fxorale against SBD {240,231) {35423
Impact an profit after tax iF 10% inerease in NZD fx rate against SBD 85,525 31,055
Impact on profit after tax it 10% decrease in NZTI fx rate against 5B (95.525) (31,055)
Imtpact on profit aller tax 16 10% increase in PG £ rate apaimst SB1D 22,731 9.690
[mpact on profit after tax it 10% decrease in PGI [k rate gpainyt SR (22.7313) (3690}
Financial liabilities
[mpact on profit after tax it 10% increase m LSO Mx rate against SBD 2.401.041 2,292.327
mpact on profit aller tax i 10% decrease in USD fx rate against STD (2,401,047 {2,292.327)
lmpact on profit after tax il 10% increase in AUD fx rate against SBD 518.229 B18.220
Impact on profit after tax it 10% decrcase in ALY T rate against SED (518,220 (B18.2200
Tinpract on profif alter tax if T0% increase in FITY fx rate against SBL 27,651 Y2278
Impact on profit after tax if 10% decrease in FID {x ratc against SBD (2705100 (92,278
Impact on profit atter tax i L0% inerease in NZD [x rate against SBD 5,807 -
Impact on profit after tax iT 10%: deerease in NZT £ rate againgt SBD (5.807) E
Impact on profit atter tax it 10% increase in PGK D rale apainst SBD 10,148 207,055
Impact on profit after tax if 10% decrease in PG T3 rale against SBD (10.148) {267.655)
() Interest rate risk
Interest rate velers fo the possibility thar the faiv value of Tuture cash {lows of a financial nstruinent will

[luctuate because of changes in market intorest rates,

At the reporting date the interest rate protile of the Company's inlerest bearing financial instruments was as

Fixed rale instiuments

Term deposits

Wariable rale inslrumenls
Borrowings
Bank owverdrall

Sensilivity analysis
A 1% change in interest rate would have the following impact

2Mm4

o
wd

316,591

2013
%
217,948

50,553,375 40.104.398
3,041,815 2,666,490

53,595,190 42,770,888

535,952 427,709
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4,

Financial risk management (continued)

(if}) Market risk {(continued)

by

{e) Fuel price risk

The Company purchases its fuel at market price. The Company is exposed to tuel price risk through world fucl
price fluctuations. An mcrease / decrease of 10% on the global fuel prices as at 31 December wiih all other

variables constanl would have the following iinpact on profit and loss hefore tax,

all

Erofit or loss impact
{Incrense) / decraase

2ar1 4

B

[0% tncrease in fusl price (6.719.6G8)
10% decrease in Ml price 6,719,668

2013
%

(6.824.703)
6,824,703

Fuel price risk is mitigated as the Company monitors fuel prices monthly 1o see i fuel surcharges need

2014

5

Revenue
155305 K22
13,138,397

Pussenger revenue
Cargo and mail revenue

Charter revenue 10.075.800
Fxcess bagrage 4.190,508
Fuel syrcharge 42 322 506
Traflic income 3,520,410
Revenue from unused tickets and cargo manilesly 3,600,101

23
g

fostated
167,291,863
11,087,583
19,875,051
5.016,573
A0 Baa B58
4,370,837
5,505,840

:24 EA09.670

253,020,614

Oither income

Ticket cancellation lees 2,263.959
Rental income AR0.000
Comrumity Service Obligation (C50) Subsidy 5,799,999
Departure tax on unuzed tickets 1.957.081

Proceeds from Insurance 3,024 804
Other ‘__,,'.-'Ufi (03

991,523
460,000
5,289,775
3,069,737
1,377,487
2,009,568

16,230,482

13,198,000
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=1

10.

2004 2013
Staltand related costs 3 i
Wages and salaries expense « Key management parsannel 31560, 488 4700 420
Wages and salavies expense - Others 27.336, 108 30,892,411
Mational Mrovident Fund contribmfions - ey management persanncl 386,737 3529481
Mational Provident Fund contributivns - Others 2352418 2,596,812
Housing and olher allowances - Key manageinent personnel B AR Tl 4TR
Housing and ather allowaneces - Others 8,536,730 10,344,121
Other staff related casts - Koy management personnel 24 400 L2627 H)
Other statt related costs - Others 4,066,778 4038112
i . 4":‘:5UH,]25 55,873 625
Operations
Adreraft lease 14,554,660 17.5020.684
Aldrport navigation charges 3062373 5.383.112
Calering T.254.041 HO1349,132
Fnginecring and Maintenance 37647044 35.460,528
Ground handling 5.073,750 7.401,333
Tnaurance - aircrall 47532613 5,702,260
Passenger disruption costs T05.621 2,019,739
Other aperational costs 2,709.415 2007002
_ O 7RT60 416 83,750,490
Selling and mavkeiing expenses
Adverlising 1 035,340 8353590
Apenls commission 4,544 927 8503 004
5,880,267 8,655,400
Other'expenses
Accounling fees 160,373 1870201
Aadil Tee 343 882 J48.72
Dhad and doubiful debts 308,737 520,042
Computer and commmunications 8,350,343 o,814d,481
Consultancy FA80125 3283785
Directors [ees 102 257 177,715
Freight & courier 1,366,171 3,210,037
]I]HI1|‘:‘:|_‘I¢;".: - olhers 1,038,685 477136
Matar vehicle expenses 29310622 3473614
Others &, 146,900 4 992,993
Premiscs cxpenses 8022761 TR21.636
Prinfing and stationery 1,739,244 1.559.917
Loss on revalualion of Adroraft 4,405,254 -
41192649 36,5415.339-.
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11.

]

(b}

12.

(a1)

(k)

(c)

Finance income and expenscs

Finance income
[nterest income
Realised exchange zain

Finance expenses

Bank charges

[nterest expense - loans
[nierest expense - Overdrall,
Realised exchange loss
Lnrealised exchange loss

Income tax

Income tax expense recognised in profit or loss
Deferred tax eredit

Keconcilintion of effeciive Lux paie
Operating (loss) ¢ profit bafore income lax

Prima facie income tax {benefit) caleulated ar 30% (2013: 30%)
Under provision in respect of prier vears
Deferred fax differences in respect ol prior and current yvear temporary

Becognised deferred tax assct / (labilicy)
Provision for doubtfinl debis

Provisian for Inventory Obsolescence
Unrealised exchange loss

Emplovee benefits

Tax losses

Property. plant and cquipment

40

2014 23
¥ 5
20,179 13,325
- 943,271
A0,179 D34,5490
1.454,775 1,700,161
2,796,345 3.281.370
208,003 320.859
2853202 -

2,048,638

459,648

EJ'J-{J'!.{]ET 5,765,038
2014 2013

b
Raeytafed

(3.626,201)

(3,845.910)

(12.157.536)

{3.617.261)
9,078
11,979

(12,814,175)

(3,844,253)
(LAsT

(3,626,204)

(3,845.910)

3,034,237
60,000
114,591
645.595
6.223.916
(19.159.082)

2014010
Al 004

[ 37,804
446,190
4,753,194
(22,146,171)

(13.834 272)

_ (8.580,743)
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12, Income tax (continoued)

Movementi in lemporacy dillerences durine the vear

L Janwary Hecognised Recopnised

2013 inincome directly on sl

statemenl eguity 2013

B v 5

Hestated

Prowvision For doubtful debts 2.507.603 47,013 - Loldolo
Frovision For inventary absolescens - IERATRIN - G40, 00
Unrealised exchange loss - 137.8% i 137,894
Emplovee henefit T14.207 31983 - FAA, 1890
Tax losses 2144523 Ta0B.G6TA - 4,753,199
Property, plimi and equipment {21.996.933) 960,344 (1.109,580) (22 146, 171)
{18, 5370600) 38459140 (109 580) (13,834.272)

1 January Recopnised Hecognised

2014 inincome direcily on 21 ecam ber

siatement eouity 2014

Provizsian for doulilul debis 2614614 419,621 - 3034237
Prenvision Tor invenlory obsolescence A0.000 - - a0y
Unrealised exchange loss | 37.8%4 476,697 - fl14.50]
Fanployee benclils TR 190 (1040,595) - 615,595
Tax losses 4,753,199 LAY - 6223914
Froperty, plant and egquipment (221461717 1.359.764 | 627,325 {149,159 082}
(13,834.272)  3.026,204 [,627,325 (8,580,743)

13. Cash and cash equivalenis

Ciash an hand 37,645 51,820
Cash al bank 5,441,260 2,652,705
h 5,478,905 2,704,525

Bank overdrafi (3.041.815) (2,000,490

Cash and cash couivalents Gor the statcment ol cashlTows

24371000 38,035

The Company has an overdraft facility with BSP of $4,000.000 (2013: $5.000.000). Interest is charged on the
overdraft at 9% per aunum (2013: 9%).

14 PAL
14, Tovestments 5 5
Term depoaits 316591 217.94%

The average rate on term deposits in 2014 was 125% (2013 :0.25%), The deposits have an average maturity of

365 days (2013 365 days).
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15. Dreposils

16

17

+

14,

Current
Depozits with TATA and others

Non current
Depusits Tor leased A3Z0 aircrali

Trade receivables
Trade receivables
Mravision (o donbtful debrs

Reconciliation of provision [or doubtful debts

Balance at | January
Frovizgion made during the year
Proviaions iilised douring the year

Balande at 31 December

Other receivables and propayments
Qiher receivables

ST receivahle

I'repayments

Tuvenlories

Adrerafi spares

Fuel

Proviston [or Inventory Ohbsolescence

2014 2003

¥ 4

4,943 B2 3,062,238
- 1,704,706
[6.323.973 [5.012.938

(10,114,124 (8.715.387)
52049 849 G298, 551
B.715387 B.558.a77
1,398,737 326,002

- (369,382)

10114, 124 8,715,387

Hestated

4 1FTEI2 J.212.908
QIR31S 300770
3,009,411 915,337
114,504 4,438,015

10,221,868
108,421
(200,000

10AT3 A0
639,936
(200.000)

10,730,250

10,913,336




Solomon Airlines Limited

Motes to (he financial statements

Al-Drecember-2014

19, Airceafi, property, plact and eguinment
property. | juig

o5t ! Revaluation
Belancs at 1 Janvary 2013

Additions

Dhspasals

Offset of accumulated depreciation on
revalualion

Revaluation Increment

Transter to deposits

Balance at 31 Deccmber 2013

Additions
Dmm_u_umm_;
OfMTset of acoumulated depreciation an
revaluaiion
Revaluation decrement
Balance at 31 December 2014

Brezkdown of cost / revaluation
2009 Yaluation

2014 Yaluation

Cost

[2alanee a1 31 December 2014

The aircraft were revalued on 31 December 2014, The valuation was carried ouf by an independent valuer Michas] Knight and Associales.

Adreralt

Land & Adrerall  establishment Motor  Plant and Work

Buildings Adrerafi spares cost vehicles eguiment Fropgress Total
5 5 5 b E i 5 ¥
36221326 74423301 18168439 30,083,152 2949465 5A9H B33 29766 167,654,273
133,507 314,190 3 .\ﬁ._._ 637 - 289430 774318 - 5,672,082
- - {L133,83%) - (2142043 - - i 1350063

- (9,980,107 r - - - 5 (9RO, 167

. 3.088,557 - - - g - u-m_m._mquq
1733.294) {735,294

36.574833  6RASSERY O 20573217 uouumﬂmm_m 3024691 6473041 129,760 164,959 287
330601 18,381,108 |.¥10.4a0 342,742 831807 P38.245  Z1,734.963
(312.804) {379,352 (a%2.154)
(5.417,449) {5.417.449)
[9,829,672) (9.B25.672)

37305434 71277264 22283677 29,327 858 28T HE] 7,304,848 288,011 170.775.073
19, 100, (00 - - - - - - 19, 100,000
- 34.525.664 - - - - - 34,923 464
18,205,434 16355000 22 283 877 28,327,858 2587881 7304 948 288011 96,751,409
3305 A34 71,277 264 22283677 28,327,858 2587881 04948 ZEEMT 170,775,073

based on recent markel activity and known transaction data in relation to theaireraft type.

28

The valuation was



Solomon Alrlimes Limited
Feotes fo the financial statements
F1-December-2014

9, Airerall, property, plant and sguipment {continzed)

¥

Afrcraft
Land & Ajreraft  establishment Flotor Mant and Work In
Buildingzs Afreralt spares cost vehicles equiment Progress Taotal
3 3 5 L b 3 5 5

Drepreciation
Ealance at | Januvary 2013 4.009.23 7i0.993 1,892,433 603740 1.90H.443 2328245 - | 6,995,945
Drepreciation charge tor the vear [.538,6413 9.350,174 2,057,322 5865571 JHZETE 743918 - 20,140,308
Accumulated depreciation on disposal - - - - (167,207 - < {187 207
Ofsel of accumulated depreciation es 2
result of revaluation - {Q.880,157 5 - - - (2,980,167
BEalance at 31 December 2013 3847871 - 3.9489 755 :|.,r@__,._m.c...qm 2214314 2074183 - 26,939,075
Drepraciation charge for the vear 1,839,697 3798193 2023415 7053300 3TLLBA0 812,057 - |7,218,702
Accumulatad depreciation on dispossl - {312,804 - (379553 - - {692.136)
(Offset of accunulated depreciation asa
reanll of revaluation & - - - - - (5,417,449
Balanca at 21 Decamber 2014 __ 707,568 3,973,570 18956272 2206602 3,886,220 - 38,798,172
Clarrying amount
At 1 Januvary 2012 32,212,008 75,683,508 16,276,006 24,025,751 O50,822 3370578 129,766 150,658 329
AL 3] Decemnber 20013 31,126,962 63455881 16,623,462 7424 886 BI0,377 3398978 129,766 137970312
b 31 December 2014 29.597.866  71.209.124 16,510,307 10,371,586 THILAT9 3ATH.72R 288,011 131,976,901

28



Solomon Airlines Limited

Moles to the financial statemaents
31 December 2014

14,

(1)

Aircraft, property, plant and equipment (continued)

Change in estimale

During 2014, the Company condueled a review of deprociation rates for airerali, As a resull the aircraft
depreciation vate was changed to 5% with the exceplion of the Dash & which was already heing
depreciated al that rate. The cifect of this change was a decreasc in depreciation cxpense by 52,735,204

for 2014,

{ii} Security

20,

As at 31 December 20114, airerall, property, plant and equipment were subjeet to 4 morigage that forms
securily Tor bank louns (refor Mote 210,

Investment property ' 2014 1013
* +
Balance 1 Janvary and 31st Drecember 201 TG T7.600,000

Investment property compriscs a commerclal property that is leased 1o third parties for a peried of five
years. See nole 25 for more informationt. The property was valued in March 2012 by Value Solutions
Appraisal using the income appreach method capitalising net operating income (allowing for a 2%
vacancy factor) at a rate of 11%. The Direciors have reviewed the carrying value at 31 December 2014

and propose no adjustments thereto.

ini4 23

Borrowings b B
Loan - Bank of South Pagitic JHRTILERG 3.137.574
oan - Hevililt 4,198,473 =
Finance lease liabilities - AAR Parts Trading FAT9327 B.U00.824
Finaree lease liabilities - Credil Corporation ) 05,000 -
Si.553,375 A0.104,29%

The borrowings have been classified in the statement of financial position as follows:

Current 12,223 842 7785195
Maon current . AR 320533 32319203
50,553,375 40,104,398

Loan - Bank of South Pacilic (E=1)

T 2012 the Company secured a loan from BSP 1o fund the purchase ol an aircraft. An additional loan of
$12,326.656 was drawn in December 2014 for the purchase of a further airerafl. The loan is repayable
by monthly installiments of $516.429 (2013; §352,039). Interest iv charged at the rate of 6.75% (2013
(.75%). Repayments of $6,197,714 were made during the vear. The loan is scenred as follows:

EQ



Solomoen Adrlines Limited

Notes ta the fingncial statements
31 December 2014

21. Borrowings (continued)

Loan - Banl of South Pacific (B3 (continned)

(i} [First registered charge over properties situated in the following areas:

Rove;

- Praperty situaled along Tandai highway, central Kola'a ridge, west Kola'a ridyge;
- Henderson Adrport:
- Gizen

(i) Firat regstered charge over rvesidential propertics situated at West Kola'a vidge, Panatina, Tandai
Highway, Henderson Airport. Gize and Westorn Provinee:

(1ii) Regislered equitable martgage aver the whole of Soloman Airlines Limited's asscts and nndertakings
including uncalled capital, fire policy assigmed over stock, plant and imachinery:

(iv) Registered equitable mortgage over the whole of Pacific Car Rentals Limiled's asscts and undertakings
including uncalled capital:

(v] Registered charge aver proporty siluaced at Henderson Aleport and Gizo:

(vi} Repgistered charee aver commercial properties Honiara head office and Giza ofTiee:

(v) Cmarantee (unlimited as amount) by Pacific Car Rentals Limited supported by the commercial property
al Henderzon,

(vi) Registered mortaage over thiee De Hallivand Twin Otter. ane Britten Norman lslander and one 1ash 8
aireratl.

Hevilift Enpineering Ply Limited

The loan is in respect of purchase of a Twin Otter which was not covered by the additional loan from BSP,
The loan will be repaid upen the sale ol the Islander in 2015 financial year. Interest is paid monthly at the
rate of 12% per anmum on daily balance. If interest payiments are paid on or before the respective due date,
the Tevililt Engincering Py Limited will accept interest payments at the rate of 8% per annum,

Finance Jease

AAR Parts Trading

The namee lease lahility is in respeet of spare parts leased for the A320 aireralt from AAR Parts Trading,
The leasc liabilily is payable by monthly instalments of USD 42.900. Intevest is charged at the rate of 8.82%.
An additional lease liability of USD 9,000 per month was added in April 2014 with an interest rate of
10.949% whicl increased the menthly lease liability payable 1o USDS1.900. Repayinents of $4.548.0%91 (USD
395,800 were made during the year.

Credil Clorporation

The finance lease liability is in respect of purchase of a Honda CRYV Wagon in Fiji. ‘The leasc liability is
payable by monthly instalments of FID 1,775, Intorest is charged at the rate of §.5%, Repayments of $63.018
(FID 15.975) were made during the vear,

3]



Solomon Adrlines Limited

Motes to the financial stalements -
31 December 2014

1.

22,

23,

(b}

(c)

Borvowings (continoed)

Finanee lense (continnped)

Finance leasc liubilities are payable as follaws:
less (han one vear
Between one and five vears

Less future inferest charges

I'rade, other payables and sccrued expenditure
T'rade payables

Other payahles

Accruad expenditure

Diselosed in the financial stalcments as follows:
Current
Mon current

2014 2013
$ 5
4.847.523 1 78S 205
3,259.975 6308912
8.107.498 10.094.207
(623.176) (1,127.382)
7.184.322 8,966,875
22.184.371 17,003 247

8,588,111
1,180,374
34.952.856

9,357,925
10,052,768
37,313,940

14952856 35,907 368
| A06,372
34.952.850 37313940

The non current portion in 2013 represcins an agregment made with a creditor to resticture lease

[pavments,

Employee benefits

Balance at 1 Janvary

Provisiens made during the vear
Pravisions utilised during the vear
Balance at 31 December

Capital and reserves

Aunthorised eapital

T0.909 301 ordinary shares @ $1.00 each
Share capital

0,909,801 ardinary shaves @2 $1.00 cach

Hevalnation reserve

2014 2013

it Y
287,301 2.3480.089
111,246 408,313

(1,446,565) (301,701)
2,151,982 2,487 301
70,909,801 70,909,801
70900801 70,909,801

The revaluation reserve relates to the revaluation of aircraft and butldings.



Solomon Airlines Limited
MWotes to the fimancial statements
31 December 2414

25,

{a)

(b)

26,

Comumitmenty
2014

Capilal expenditure approved and commitied

2013

Uperating legse
The Company has the following operating leases:

- lease agreement for one Britten Worman Islander with Colville Aviation Services for AUDES 000 per
month for one vear from | February 2012, The agreement was extended upon mutwal agreement by one

wewr intervals until further notice:

- lease agreement for A320 aircraft with Pegasus Aviation [1, Ine for USD §120,000 per month from 26

February 2011 to 31 Decomber 2015; and

- lease agreement Tor leasehold land,

The Ffollowing is a summary of (uture opersting lease comumitments for areraft and properiies payable

by the Company lranslated at exchange rales prevailing at reporting dare:

id 2113

5 3

Less than onc year 10,623,430 10,214,007
Between one and Tive vears 5,083 [0.386.011
Maore than five years ; 12.524 13,481
10,841,037 20,813,499

l.eases as lesaor

The Company leases cut its investment property. The future minimum lease paymenls under Lhe

agreemant are as foliows:

PRI 2013
h b
Less than one year 225.000 450,000
Belween one and five years - 225.00M)
More than lve vears - -
225,000 675,000

Wor cash investing aclivilies 'F ;
Additions to property, plant and equipment {refer Nore 19) 21,754,963 -
Additions paid for by cash (refer statement of cash flows) {3.510.933) -
Mo cash additions Lo property, plant and equipment 13,244 030 -

Dhuring the veur the sntity entered into a finance lease with a supplier for the supply of aircraft 2

parts, Non cash additions were funded through bank lnans and tinance lease arrangeinenis.

L]
A

=
ol
]



Solomon Airlines Limited

Notes to the financial statements
31 December 2014

27, Related parties

(a)

(b)

(c)

(d)

(e)

Hreciors
The names of directors in office at any time doring the financial vear are;

Chairman Iir Dienton Rarawa

Deputy Chairman M Aniony Bensteeve Lanaston
Dhrgeior M1 Sehastian Hala

Dircctor Mr Bob Pollard

Direclor Mrs Rose Tsukana

Lyireotar My Prifmo SAbeau

Parent company
The Company is owned by nvestment Corporation of Solomon [slands {1CS1, 1081 s wholly owned by
the Government ol Solomon Tslands.

Ideatity of related partics
As the Company is owned hy the government all government and- governiment related sntitics are ils
related partics. Other related parties include directors and emplovecs of the Company.

Transactions with government and govermmeni related entities
The transactions with the government and government related cntities are individually insignificant
hence do not warrant disclosure in the financial statements.

18% of the Company's zales and 10% of its purchasces sre with State Qwned Enterprizes and Solomaon
Islands Government departinenis,

Transactions with key management personnel and direciors
ey management personnel are those persons having authority and responsibility for planning, directing
and vontrolling the aciivities of the entity directly and indircetly.

Key management personncl in the current and prior vear comprises of the Chief Executive CHficer,
Gengeral Manager Commereial and Operations and General Manager Finance and Carporate Services.

Transactions with key management personnel arc on no more favorable ters than those available. or
which might be reasonably be expected 1o be available. an similar transactions to *hird parties at arims
length. : ' ! :

Koy management compensztion is disclosed in Ware 7.

2014 2013
b ¥
Amounts receivable from key inanagement personnel | 0,005 -

n addition tw their salaries. the company alsa provides non-cash benefits to the dirsctars aud kev
Mmanagement personnel.

Dhrectors fees are disclosed in Mate 10,



Solomon Adrlines Limited
Motes to the fnancial statemoents
31 December 2014

18,

3.

(i)

(i)

a3l

Contingent habilities

There are two law suils pending against the Company which are at various stages of being defended.
‘The amount of claims due (o litigation against the Company are unable 1o be quantified as at the date of
this report, but the Dircetors do not helieve they will materially afTeet the results of the Company.

The Company has also been subject 1o a tax awdil from Inland Revenne Department during 2014, To
date the outcome of this audit 15 wnknown,

Capital management

The Company's objective when managing capital is to safeguard the Company's ability 1o continue as a
going concern in order Lo provide retuwrns for sharcholders and benefits Tor ather stakeholders and (o
maintain an optimal eapitul strueture to reduce the enst of capital.

In order to maintain or adjust the capiral structure. the Company may adjust the amount ot dividends
paid to sharcholders, return capital or issve new shares, The paid up capiial of the Company s
$70.900.501 with allotment of subscription shures o the following subscribers: [nvestmeant Corporation
af Solomon lslands (30 66.5909.801 Ordinary Shares, Solomen Adrlines Holding Limited 3,990 090
Ordinary Shares and General Manager 1CS1 (In Trust) | Ordinary Shares,

Correction of prior period error
In 2013, interling billing amownling to $2.419,255 was incorrectly included i revenue for the year
ended 31 December 2013, The financial statements for the year ended 31 December 2013 have been
restated lo correct this error, The effect of (he restatement on these financial statements is summarised
below. There is no effect in 2014,

Statement of financial position
31 Precember 2013

Breviousiy Effect of Restalzd

reporied restatement balance
Other receivables and prepayinents 6.857.270 {2.419.255) 4438015
Deterred tax liability {14,5360.05() 725.778 (13.834.27)
Accumulaled losses 54,804,738 L9377 36,498 215

Statement of profit or luss and other comprehensive income
31 Daeember 2013

Previonsly Effect of Restated
reported restatement balanecc
Bevenucr 255,439,869 . [2.418.255) 253:020,614
Loss before lax : (10.394.930) (2.419,253) (12.814.175)
Income tax benell 3.120.132 725,718 3845910
Loss after tax {7.274,7T88) (1.693,477) (8,968.265)
Subsequent cvents
There has not arisen in the interval between the end of the year and the date of this repart any item.

transaction of event of a material and unusual nature likely, in the opinion of the directars. to alleel
sigmificantly the operations ol the company, the results of those operations or the stale of atfairs of the
company in subsequent financial yvears.



