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SOLOMON ISLANDS WATER AUTHORITY
DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2047

Directors’ Report

In accordance with a resolution of the Board of Directors, the Directors herewih submit the statement of financial
position of the Soloman Islands Water Autharity (“the Authority”) at 31 December 2017, the related staterment of
comprehensive income, statement of changes in equity and the statement of cash fiows for the year then ended on
that date and report as follows:

Directors

The names of the Directors in office at the date of this report are:
*  Mr. Phil Bradford

*  Mr. David Laurie

*  Mr. Carson Korowa

*  Mf. Trevor Palmar

*  Ms. Ethel Frances

State of affairs

In complying with the Solomon Islands Water Authorify Act and the State Owned Enfarprises Act of 2007, the
Directors hereby submit the financial statements of Authority consisting of the statement of financial pocition ag at 31
December 2017, statemant of comprehensive Income, statement of changes in equity and statement of cash flows of
the Authorily for the year then ended.

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

Istands. There was no significant change in the nature of this aclivity during the financia! vear

Results
The aperating profit for tha year was SBD 7,336,187 (2016: SBD 25,271,515).

Dividends
The Directors recommend that no dividends be declzred for the financial year (2018: nil),

Reserves
The Directors acknowledge that no transfer be made to or from reserves,

Bad and Doubtful Debts
Prior to the completion of the Authority's financial statements, the Directors took reazonable steps to ascertain that

action had beer. taken in relation to writing off of bad debts and the provision for doubdtful debts. In the opinion of the
Directors, adequate provision has been made for doubtful debts,

A8 al the date of this repor, the Directors are not aware of any circumstances, which would render the amount written
off for bad debts, or the provision for doubtful debts in the Authority, inadequale to any substantial extent.

Non Current Assets
Prior to the completion of the financial statements of the Authority, the Directors tock reasonable steps to ascertain

whether any nan current assels were unlikely to ba realised in the ordinary course of business compared to their
values as shown in the accounting records of the Authorty. Where necessary these assets have been written down or
adequete provision has been made to bring the values of such assets to an amount that they might be expected to
reaffse,

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



SOLOMON ISLANDS WATER AUTHORITY
DIRECTORS' REPORT - continued
FOR THE YEAR ENDED 31 DECEMBER 2017

Basis of Accounting
The Directors believe the basis of the preparation of the financial statements is appropriste and the Authority will ba

able to continue in operalion for at least twelve months frem the date of this statement. Accordingly, the Directors
balieve the classification and camying amounts of assets and lablites as stated in these financial statements to ba

appropriate.

Unusual Transactions
Apart from these maters and other malters specificaly raferred 1o in the financizl slatements, In the opinion of the

Directors, lhe results of the operations of the Authority during the financsal year were not substantially affected by any
item, Iransaction or event of a material and unusuai natura |kedy, in tha opinion of the Directars, to afect substantially
ihe resulis of the operations of the Authonty in the cumment financkal yvear, ather Ihan thase reflectad In the Tinansial
statemenis.

Events Subsequent to Balance Date

No matters or circumstances have arisen since the end of the financial year which significantly affected or may
significantly affect the operations of the Authority, the results of those cperations, or the state of affsirs of the
Authority in future fmancial years.

Other Cireumstances

Ag at the date of this repart:
&) no charge on the assets of the Authorily has bean given since the end of the financial year to secure the lizbilites

of any other person;

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

¢} no contingent liabilites or other labikties of the Autherity have become or are likely to become enforcaable within
the period of twelve months after the end of the firancial year which, in the apinion of the Directors, will or may
substantially affect the abdity of the Authority to meet its obligations as and when they fall dua.

As at the date of this report, the Directors are not aware of any circumsiances that have arisen, not otherwisa dealt
wiih in this repart or the Asthority's financial ststements, which would make adnerence (o (he exising method of
vaiualion of asaets or liabilitfies of the Authority misleading or Inappropriate.

Directors® Benefits

Ginge the beginning of this finzncial year, no Direclor has recelved or become antiled to recefve 3 benafit (othar than
those inciuded in the agaregate amount of emcluments received or dug and recervable by Directors shown in the
financial statements or recelved as the fixed satary of a full-ime amployee of the Authaority) by reason of a contract

made by the Authority with the Director or with a firm of which ha is 2 member, or with a Authority in which he has 3
substantial financial Intarest.

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

26",
Dated this day of March 2013,

Director Director



SOLOMON ISLANDS WATER AUTHORITY
STATEMENT BY DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 2017

In the opinion of the Directors:

(a) the accompanying income statement of the Authorily is drawn up 50 as to give a true and fair view of the results
of the Autharity for the year ended 31 December 2017,

{b) the accompanying statement of changes in equity ls drawn up =0 as o give 3 Irue and fair view of the changes in
equity for the year ended 31 December 2017 |

(c) the acoompanying statement of financial position of the Authority is drawn up 50 a8 to give a frue and fair view of
the state of affairs of the Authority as at 31 Decamber 2017,

(d) the accompanying statements of cash flows of the Authority is drawn up so to give & true and fair view of the cash
flows of the Authority for the year ended 31 Dacember 2017,

(e} at the date of this statement there are reasonable grounds to believe the Autharity will be abie to pay its debts as
and when they fall due; and
(f) all related party transactions have been adequalely recarded in the books of the Authority.

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

Dated this ng‘dayﬂfl'ﬂaml‘l 2018.

S

Director DEector



Solomon lelands Office =3 +
of the Auditor-General J

INDEPENDENT AUDITOR'S REPORT

To the Board of the Solomon [slands Water Authority trading as Solomon Water
Report on the Audit of the Financial Statements

Qualified Opinion

| have in joint consultation with the Board of the Authority pursuant to the Solomon Islands Water Authority Act 1992
contracted Frnst & Young Fiji which is part of the EY International network to assist me to audit the accompanying
financial statements of Solomon lslands Water Authority ("the Awthority™), which comprise the stalernent of financial
position as at 31 December 2017, and the statement of comprehensive income, statement of changes in equity and statement
of cash flows for the year then ended, and notes 1o the financial statements, including a summary of significant accounting
policies,

In my opinion, except for the possible effects of the matiers described in the Basis for Qualified Opinion section of my
report, the accompanying financial statements give a true and fair view of the financial position of the Authority as at 31
December 2017, and of its financial performance and its cash flows for the year then ended in accordance with International
Financial Reporting Standards (IFRS).

Basis for Dualified Opinion

The Authority changed legacy accounting and payroll software in August 2017, The data migration process was performed
by the new ERP staff based on data provided by the Authority. The process of extraction from legacy system, import into
the new ERP and subsequent reconciliation and adjustments had not been documented in sufficient detail, which has resulted
in numerous errors and ongoing adjustments in the general ledger and subsidiary ledger. This has further raised concem
while reconciling the major areas of the accounting functionalities such as bank reconciliations, inventory reconciliations,
other assets and emplovee leave liabilities. As of the date of our report, management was still in the process of rectifying
the system deficiencies and correcting the errors with support of the new ERP staff. As a result of these matters, | was unable
to determine whether any adjustments might have been found necessary in respect of recorded or unrecorded inventories,
oiher mssets, employee leave liabilities, reconciling bhank transactions and the elements making up the statement of
comprehensive income, statement of changes in equity and statement of cash flows.

1 conducted my audit in accordance with [ntemnational Standards on Auditing (ISA). My responsibilities under those
standards are further described in the Auditor's Responsibilities for the Audil af the Financial Statemenis section of my
report. | am independent of the Authority in accordance with the Jmernarional Eshicy Standards Board for Accountant's
Code of Ethics for Professional Accountanis (IESBA Code) together with the ethical requirements that are relevant to my
audit of the financial statements in Solomon [slands and | have fulfilled my other ethical responsibilities in accordance with
these requirements and the IESBA Code. | belicve that the audit evidence | have obtained is sufficient and appropriate 1o
provide a basis for my qualified opinion.

Responsibilities of Management and Directors for the Financial Statements

Management and Directors are responsible for the preparation and fair presentation of the Financial S1atements in accordance
with IFRS, and for such internal control &s the management and Directors determine is necessary to enable the preparation
of the financial statements that are free from material misstatement, whether due to fraud or error

In preparing the financial statements, management and Directors are responsible for assessing the Authority’s ability to
continie as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis
of accounting unless management and Directors either intend to liquidate the Authority or to cease operations, or have no
realistic alternative but to do =0,

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



Auditor's Responsibilities for the Audit of the Financlal Statements

My objective is 1o obtain reasonable assurance about whether the Financial Stetements as a whole are free from material
misstatement, whether due 1o fraud or error, and to issue an auditor’s report that ineludes my epinion. Reasonable assurance
is a frigh level of assurance, bt is not guaranteed that an sudit conducted in accordance with 18A will always detect a
material mizstatement when it axists. Misstatements can arise from fraud or error and ere considered material if, individually
or aggregate, they could reasonably be expected to influence the economic decisions of users raken on basis of the financial
stalements.

As part of an mudit in accordance with ISA, | exercise professional judgement and maintzin professional soepticism
throughout the audit. [ also!

s Identify and assess the risks of material misstatement of the financial statements, whether due 1o fraud ar emvor,
design and perform audit procedores responsive to those risks, and obtain audit evidence that is sufficient and
appropriate (o provide a basts for my opinion. The tisk of not detecting a material misstatement rezulting from fraud
is higher than for one resulting from error. as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

s Obtain an understanding of internal control relevant te the awdit in crder w0 design audit procedures that ane
appropriate in the circumstances, but not for the purpose af expressing an opinion on the effectiveness of the
Authority's irdemal control,

s Evaluate the appropristeness of accounting policy used and the reasonableness of accounting estimates and related
disclosures made by management,

« Conclude on the approgristeness of the management’s and Directors’ use of the going concern basis of accounting
and. based on the audit evidence obtained, whether a material uncertainty exists related 16 events of conditions that
may cast significant doubt on the Authority's ability to continue &s going concern, If | conclude thet material
uncertainly exist, | am required 10 draw attention in my auditor’s repoit to the related disclosures In the financial
statements ar, if such disclosures, are inadequate, to modify my opinion. My conclusion is hased on the awdit
evidence obtained up to 1the date of my auditor’s report.

«  Evaluate the overall presentasion, structure and content of the financial statements, including the disclosures, and
whether the financial statement represent the underiine rransactions and events in & manner that achieves fair
presentation,

1 communicate with the management and Directors regarding, ameng other matters, the planned scope and timing of the
audit and significant audit findings, inctuding any significant deficiencies in intemal control that | dentified during my audit.

1 nlso provide menagement and Directors with a statement that | have complied with relevant ethical requizements regarding
independence, and to communicate with them a1 relationships and other matters thar may reasonably be thought to bear on
my independence, and where applicable, related safeguard.

Report on Other Legal and Regulatory Requirements
In accordance with the requirements of the Soloman [slands State Owned Enterprise Act 2007, in our opinion:
a)  proper books of account have been kept by the Authority, 5o far as it appears from my examination of those books. and
b)  the accompanying financial statements:
i} arein agresment with the books of account, and
i} tothe best of our information and according to the explanations given to me, give the information required by the
Solomon lslands State Owmed Enterprise Act 2007 in the manmer so required.

/4
-
Peter Lokay Offics of the Auditor General
Auditor — General Honiara, Solomon 1slands
30 March 2018



SOLOMON ISLANDS WATER AUTHORITY
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2017

2017 2018
Notes SBD sBD

Continuing operations
Operating income 21 88,815,463 91,274,650
Other income 2.2 14,738,811 20.520,328

100,555,080 112,354 878
Expenses
Corporate axpenses 2.3 {16,187,158) (8,016 170)
Depreciation and amortisation (10,867 832) (10,928 517)
Salaries and employee banefits 24 (23,045,333} {20,078,728)
Impairment of financial assets (2,941 664) (6,579,663)
Repairs and meintenance (9,471,123) (7.782,085)
Toois and uniforms {751,828) (1,006 182)
Utilities (27,525,352} (28,959,547)
Water treatment (1,163,264) (B84 804)
COiher expenses 25 {532,050} {1,613 646)

(33,016,672} (86,917 281)
Finance costs 28 {202,211} {206,202)
Met profit for the year 7,336,197 25,271,515
Dther comprehensive income
Crher comprehensive iIncomsa -
Total comprehensne income for the year 7,336,167 25,271,515

The accompanying noles form an integral part of the sialement of comprehensive income.

T



SOLOMON ISLANDS WATER AUTHORITY
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECENMBER 2017

Motes
Contributed capital
Balance at the beginning of the year
Additional capital contribution
Balance at the end of the year 12

Asset revaluation reserve
Balance at the baginning of the year
Movemnent during the year

Balance at the end of the year

Retained earnings

Balance at the beginning of the year
Met comprahensive income for the year
Balance at the end of the yaar

Tatal Equity

2017 2018
SBD SBD
Restated *
59,625 874 59625674
59,825,674 59,625,874
142,169 528 142 165 998
142,169, 098 142,169,958
6,491,688 {18,779,827)
7,336,197 25,271,515
13,827,885 B,451 638
215823757 208 287 560
T T —— h

* Certain amounts shown here do not comespond to the 2016 financial siatements and raflact adjustments made

as detailed in notes 1.2/s) and 17,

The accempanying notes form an integral part of the statement of changes in equity.



SOLOMON ISLANDS WATER AUTHORITY
STATEMENT OF FINANCIAL POSITION

FOR THE YEAR ENDED 31 DECEMBER 2017

Assets

Current assets

Cash and cash equivakents
Trade and cther receivables
Irvenrtories

Frepayments and other assets
Recelvabls from related parties

Non-current assets
Propery, plant and aguipmant
Intangibles

Total assets

Liabilitles

Current liabliities

Trade and other payables
Employes benefits lizhifity
Deferrad revenue
Payable to retated parties

Mon-current labilities
Payable to relatad parties
Deferrad revenue

Total liabilties

Total net assets

Equity

Capital contribution
Asset revaluation resenye
Retsined samings

Total equity

Total equity and liabilities

* Certain amounts shown here 0o not correspond to the 2016 financial
a3 detailed in notes 1.2(s) and 17

The accompanying notas form an integraf part of the slatement of financial position.

Motes

oo A o

14.{f)

0

11
14 (e}

14 (&)
11

12

Director

2017 2018
2BD SBD
Restated *
53 818 468 70,981,828
16,013,022 17,004 490
8,352 851 10,533,557
1,889 708 3,088,000
2,794 598 -
82,906 Gd4 101,587 818
281 187 282 27 1,744 TO5
207,307 12,208
201,404 560 71,763,813
35#&11&13 3?3!35'!'|32!
15,427 198 12,268,192
1,887,723 2,289 081
18,297 041 32,087 220
2,974 B51 2,831,147
38 586 613 49 455 640
1,145 TBE 2022 478
128,855 078 113,586,150
130,100,843 115,608,628
158,687 458 165,064,268
215,623,757 208 287 5680
59825 874 58,625 874
142 169 025 142,180 558
L 13,827,885 6,451 8588
215,623,757 208,287 5680
384,311,213 373,351,828
= T O

statements and reflect adjusiments made




SOLOMON ISLANDS WATER AUTHORITY
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2017

Operating activities

Mat profit

Adjustrnant to recondils profit (o nat cash flows

Mon-cash:

Depreciation and amortisation of assets
Amortisation of deferred revenue

Gain on dizgposal of property, planl and equipment
Amorisation of discount on inberest frea [oan
Interest incoma

Movemeants in employee benefit liabikties

Warking capital adjustments:

MNon-cash;

Decressef{increase) in trade receivables
Decrease/{increase) in cther recalvables
Decraasal{Increase) in inventory

Increase in irede and other creditors

Met cash flows from Operating Activities

Investing activities

Froceeds from sale of plant and eguipment
Acquisition of plant and equipment

Purchase of intangible asseis

Interast received

Met cash flows (used In) Investing Activities

Financing activities

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

MNet (decrease)increase in cash held

Cash at the beginning of the year

Cash at end of year

Mote

2017 2016
SBD SBD
Restated *
7,336,187 25,271,515
10,887,832 10,898,517
(8,102 873) (8,840,510}
(21,321) -
247,037 217,037
(44,828) {10,835}
(411,358) {6B2,035)
{1,788,304) {B12,560)
1,198,282 (24749654}
2,140,746 (1,973,698)
3,159,008 2,108,341
14,700,428 23,867,807
125,000 .
(20,755,317) (5,821,870
(265,228) .
. 10,838
(20,695 545) (5,810,835
{950,248) (1.008,870)
{950,248) (1,008 870)
(7,145,363) 17,077,102
70,861,828 53 8B4,728
B3 B16. 485 ?ﬂlgﬂ-"l IHEIEI

* Certain amounts shown hare do not correspond to the 2016 financial staternents and reflect adjustments made

as detaed In notes 1.2(s) and 17.

The accompanying notes form an integral part of the statement of cash flows.



SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

1.

Corporate Information

The financial statements of Scloman lslands Water Authorlly {"the Au "} for the year ended 31 Decamber
2017 were autharlsed for issue with a resolution of the Directors on the <& ay of March, 2018. Soloman Islande
Water Authorily is 2 state cwned enterprise estabiished under the Solomen Islands Water Authority Act 1982
The registered office and principal place Is business is Mendana Avenue, Honiara, Solomen Islands. The
principal activities of the Authority are described in Mote 19, Infarmation on other retated parly relationships of the
Autharity Is provided in Note 14.

1.1 Basis of preparation

The financial statements hava been prepared on a historical cost basis, except for investment properties, land
and buildings classified as property, plent and equipment, contingent consideration and non-cash distribution
liabifity that have been measured at fair value. The financial statements gre prasentad in Solomon Island Dollars
and all values are rounded 1o the nearest dolar,

The financial statemenis provide comparative information in respect of the previous period,

Statement of compliance

The financial statemants of Sclomon Islands Water Authority have been prepared in accordance with
Intemational Financial Reporting Standards (IFRS) as issued by the international Accounting Standards Board
(lASE),

1.2 Summary of significant accounting policies

a) Revenue recognition

Revenue is recognised o the extent that i is probable that the economic benefits will flow to the Autharity
and the revenue can be refiably measured, regardiess of when the paymant Is recelved, Revenus |s
measured af the fair value of the consideration received or recaivable, taking into accounl confractually
defined terms of payment and excluding laxes or duty. The Authority has conciuded that it is the principal in
ail of its revenue arrangemenis since it is the primary obligor in all the revenue arrangemants, has ancing
latitude, and s also exposed to credit risks. The specific recegnition criteria described balow must also be
miet before revenue Is recognised

Revenue sarned from the provision of water services & measured al falr value of the consideration recaived
or receivable. Revenue Is recognised when the service has been provided to the customer and consieration
iz probable,

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

avallable-for-zale, Interest income Is recorded using the effective interest rate (EIR). EIR iz tha rale that
exactly discounts the estimated future cash payments or receiple over the axpecied e of the financial
instrument or a shorter period, where appropriate, to the net carrying amount of the financial asset or fiability,
Interest income Is included in finance income on the statement of profit or loss

b) Government grants
Govemnment grants are recognised where these is ressonable assurance that the grant will be received and
all atlached conditions wili be complied with. When tha grant relates to an expense llem, it is recognised as
Income on & systematic basis over the periods that the related costs, for which it is intended to compensate,
are expensed. When the grant relates to an asset, it is recognised as income in equal amounts over tha
expected useful! life of the related asset.

When the Authority received grants of non-monetary assets, the asset and the grant are recorded as naminal
amounts and releasad lo profit and loss over the expected useful Iife in @ pattern of consumption of the
benafit of the underlying asset.

11



SOLOMOM ISLANDS WATER AUTHORITY
HOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2017

1.2 Summary of significant accounting policies (continued)

c) Taxes

d)

Tha Income and Revenue of the Autherdty 15 not sublect to taxation under the Solomon lsliands Water
Authority Act 1992,

Property, plant and equipment
Construction v progress, piant 2nd equipment arg stated a8t cost, net of sccumuialed depreciation and

accurmulated impaiment losses, if any, Such cost includes the cost of replacing part of the plant and
aquipment and borrowing costs for long-term construction projects if the recognition criteria are met. Whean
significant parts of plant and equipment are required to be replaced at intervals, the Authority depreciates
them separately hased on their specific useful fves, Likewlse, when a major inspection is performed, its cast
iz recognised in the cammying amount of the plant and equipment as a replacement if the recognition criteriz
are satisfied, All other repair and mamtenance costs are recognised in profit or lboss as incumed. The present
valug of the expected cost for the decommissioning of an asset after iz use |z included In tha cost of the
respeciive assel if the recognition criteria for @ provision are met.

The impairment accountng policy for gocdwill and intangible azsets with indefinita lves similarly applies o
clher non-financial assets, including property, plent eand equipment Property, pland and eguipment
transferred from customers are initiay measured at feir value af the date on which control s obitained.

A revaluation surplus is recorded in OCI and credited (o the assaf revaluation surplus in equity. Howewver, ta
the exient that it reverses a revaluation defic of the same asset previously recognised in profit or loss, tha
increase s recognisad in profit and loss A revaluation deficit is recognised in the statement of profit or loss,
except to the axtent that it offsets an axisting sumplus on the same assel recognised in the asset revaluation
surplus.

An annual fransfer from the assat revaluation surplus to retained eamings i3 made for the diffarence between
deprecistion based on the revalued carrying amount of the asset and depreciation basad on the assals
onginal cost. Addifionally, accumulsted depreciation as at the revaluation date ks efiminated sgainst the gross
carrying amount of the asset and the net amount Is restated to the revalued amount of the assel Upon
disposal, any revalualion surplus relaling to the parficular asset being scld i= transfarmed o retained earmings.

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

Land and buildings 5%
Water systems 3% - 156%
Plant and equipment %% - 15%
Furniture & fitlings 25%
Maotor vehicles 40%

An item of property, plant and equipment and any sianificant part initially recognised is deracognised upon
disposal or when no future economic benefits are expectad from its use or dispasal. Any gain or lass arising
on deracognition of the asset (calculated as the difference between the net disposal proceeds and the
carrying amount of the asset) is included In the statemant of profit or loss when the esset is derecognised.

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

12



SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

1.2 Summary of significant accounting policies (continued)

d)

e)

fy

Froperty, plant and equipment

Water systams and plant and equipment were revalued by Delgitts (Austrakia) In 2015, Due to the specialisad
nature of the assets, the depreciated replacement cost approach was used to assess the fair value of the
majority of the water infrastructure assets and the market approach was used to valye 3 small number of
maobile plant assets,

Intangible assets

intangible sssels acquired Separztely are measured on initial recogniton at cost The cost of intangible
assels acqguired In a business combination is their fair value at the date of acquisition. Fallowing initiat
recognition, intangible assats are camled at cost less any sccumulated amontisation and accumulated
impairment losses. Intermnally generated Intangibles, excluding capitalised development costs, are not
capitahized and the related expenditure is reflected in proft or loss in the period in which the expenditure i
Incurred.

The usefyl ves of intangible assets are ascessad as either finite or Indefinite. Intanglble assats with finite
lives are amartised over the usefyl economle |ife and assessed for impaiment whenever there is an
Indication that the intangible asset may be mpaired, The amortisation Pperiod and the amartisation method far
an intanglble asset with & finite usefyl Wfe are reviewed at least at the end of aach reporting period, Changes
In the expectsd useful Ife or the expectad pattern of consumption of future BCOnomic benafts ambodied in
the asset are considered to modify the amortisation period or method, as appropriate, and are treated as
changes In sccounting estimates. The amortisation expense on niangible assets with finite lwes Ig
recognisad in the statement of profit or loss in the expense category that is consistent with the function of the
intEngible assatg,

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

Gains or losses arising from gerecogaition of an intangible asset are measured as the difference betwasn
the net disposal procesds and the carrying amaunt of the asset and ars recagrised in the siatement of profit
or loss whan the assat s deracognised.

Leases

The determination of whether an armangement is (or contains) a lease is based on tha substance of the
arrangement at the inception of the lease. The airangement is, or conlains, 2 lease if fulfiment of the
arrangemant s dependent on the use of 5 specific asset or assels and the arangemant conveys a right to
use the asset (or assets), even if that assst (of those assets) is not explicitly specified in an arangemsant.

Authorify as & lessee

A lease is classified at the inception date as a fingnce lease or 8n operating lease. A lease that transiers
substantially all the risks and rewards incldental to ownership to the Authority is classified as a finance lease,
Finance leases are capitalizsed at the commencament of the lease at the inception date fair value of the
leased property or, i lower, at the present value of the minimum leasa paymenls. Lease payments are
apportioned betwaen finance charges and reduction of the |ease liability 0 as to achieve a constant rate of
interest on the ramaining balance of the liability. Finance charges are recognised in finance costs in the
statement of profit or loss
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SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

1.2 Summary of significant accounting policies {continued)

f)

a)

h)
(i

Leases (continued)

A leased asset is depreciated over the useful life of the asset However |f there is no reasonable certainty
that the Authority will obtaln ewnership by the end of the leasa term, the asset is depraciated over the shorer
of the estimated useful life of e assat and the lease lerm.

A operaling lease i & lease other than a finance (sase. Operating lease peyments are recognised as an
aparating expense in the statement of profit o loss on a straightdine basis over the Jease tarm

Authority as & lessor

Financial instruments - initial recognition and subsequent measurament

Financial assets

Initial recognition and measurement

Financial assets are classified. ai initial recognition, as financial 258215 al fair value through profit or Joss,
loans and receivables, heid-to-maturity investments. AFS finansial assels, or as dertvatives designated as
hedaging instruments in an effective nedge, as appropriste. All financial ascels are recognised mnibadly at fair

The Authority's financial assels include cash and trade and ofher receivables.

Subsequent measurement
For purposes of subzequent measuremant, financial assets are classifiad i four categories:
*  Financial assets at fair value through profit ar loss

*  Leans and receivabies
*  Held-to-maturity investments
Y Available-for-sale {AFS5) financizl assets
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SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

1.2 Summary of significant accounting policies (continuad)

h) Financial instruments - initial recognition and subsequent measurement {continued)

(i} Financial asasts (continued)
Fimanclal agsets at fair value through profit or loss
Financial assels at falr value through profit or koss include financial sssets held for trading and financial
assels designated upon initial recognition at fair value through profit of loss, Financial assets are classified as
hield for trading If they are acquired for the purpose of selling or repurchasing In the near term. Derivatives,
Including separated embedded derivatives, are also classified as held for rading unless they are designated
as effective hedging instruments as defined by |1AS 38, The Autharity has not designated any financial assats
at fair value through profit or loss. Financial assets at fair value through profit or loss are carried in the
statement of financial position af fair value with nat changes in fair value presented @s finance costs
{negative net changes in fair valua} or finance income {positive net changes in fair value} In the statemeant of
profit or loss.

Derlvatives embedded in host contracts are accounted for as separate darivatives and recorded at fair value
if their economic characteristics and risks are not closely related to those of the host contracts and the hast
contracts are not heid for treding or designated &t fair value though profit or loss. Thesa embedded
derivatives are measured at fair value with changes in fair value recognised in profit or loss, Reassessment
only acours if there is either a change in the terms of the contract that significanty modifes the cash flows
that would otherwise be required or & reclassification of a financial asset out of the falr value firough profit or
loss category.

Loans and receivablos
This category is the moat relavant to the Authority. Loans and receivables are nan-darivative financial assets

wiih fixed or determinable paymenis that are not quoted in an active market. After iritial measurement. such
financial assets are subsequently measured at amortised cost using the EIR method, less imnpairmsent
Amorlised cost is calculated by taking into ecoount any discount or premium on acquisition and fees or costs
that are an integral part of the EIR. The EIR amortisation is included in finance income In the slatemant of
profit or loss. The losses arising from impairment are recognised in the statement of profit or foss in finance
costs for leans and in cost of sales or other operating expenses for receivables. This category genarally
applies ta trade and other recaivables. For more information on recelvables, refer to Note 4.

Held-to-maturity Investments

Non-derivative financial assets with ficed or delerminable payments and fived maturities are dlassified as
hetd to maturity when the Authority has the positive intention and abilfity to hold them to miaturity. After intisl
measurement, held to maturity investments are measured at amontised cost using the EIR, less impairment.
Amortised cost is calculated by taking Into aceount any discount or premium on ecquisition and fees or costs
that are an integral part of the EIR. The EIR amortisation s incleded as finance Income in the statemeant of
profit of loss. The losses arising from impairment are recognised in the statement of prefit or loss as finance
costs. The Authordy did not have any held-to-maturity investments during the years ended 31 December
2017 and 2016

AFS fnancial assels Include equity invesiments and debt securities. Equity investments classified as AFS
ara those that are nelther classified as held for trading nor designated at fair value through profit or kss, Debt
securities in this category are those that are intended to be held for an indefinite period of ime and that may
be sold in response to needs for kquidity or in response {o changes in market condiions.
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SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANGIAL STATEMENTS {CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

1.2 Summary of significant accounting policles {continued)

h) Financial instruments - initial recognition and subsequent measurement {ecantinued)

(i) Financial assets {continued)
Available-for-sale financial assels
After initial measurement, AFS financial assets are subsequently measured at fair value with unraslized
93ins or lossas recognised in OCI and credited to the AFS reserve until the investment is derecognised 3t
which time, the cumulative galn or loss is recegnised in other operating income, or the invesiment is
determined to be impaired. when the cumulative loss |s reclassified from the AFS reserve 1o the statemant af
profit or oss in finance costs. Interest earned whilst holding AFS financial assets is reported as interest
income using the EIR method.

The Authority evaluates whether the ability and Intention to sell ts AFS financial assets in the near term is siill
dppropriate. When, in rare circumstances, the Authority is unabie to frade these financial assets due to
mactive markets, the Authority may elect to reclassify these financial ascets if managament has the ability
and Intention to hold the assets for the foresesable future or unt madurity.

Derecognition
A financial asset (or, where applicable, a pan of a financial asset or part of & group of similar francial assets)
is primarily derecognised (L.e., removed fram the Autharity's statemant of financial pasition ) when:
* The rights to receive cash flows from the asset have expired: or
* The Authority has transfered its fights to receive cash fows from tha asset or has assumed an abligation
W pay the received cash fiows in full without material defay 1o a third party under a ‘pass-through’
arrangement, and either (a) the Authority has transferred substantially all the risks and rewards of the
assel, or (b} the Authority has neither transferred nor retained substantially all the risks and rewards of
the assel, but has transferrad confral of the assat

When the Authority has transferred is nghts to receive cash flows from an asset of has entered into 2
passthrough arrangement, it evajuales I, &nd o whal extent, it has retained the risks and rewards of
ownership. When it has neither transferred nor retained substantially all of the riske and rewards of the asset,
nor fransferred cantrol of the asset. the Authority continues to recognise the transfermed asset to the exten| of
s cantinuing involvernant, In that case, ihe Authorily also recognises an essociated llability. The transferred
asset and the associated ligbikty are measured on a basis that reflects the righis and obligations that the
Authority has retained,

(i} Impairment of financial assets

The Authority assesses, al each feporting date, whather there is objective evidence that a financial asset or a
group of financial assets is impaired. An impairment exists if one or more events that has occured since the
iniial recognition of the asset {an incurred 'loss event’), has an impact on the estimated future cash flows of
the financial asset or the group of financial assets that can be reliably estmated. Evidence of impairmeant
may include indications that the debtore or @ group of debtors is BxXperiencing significant financial diffsculty,
default or delinquency In interast or principal paymants, the probabifity that they will enter bankrupicy ar other
finencial reorganisation and observable date indicating that there is a measurable decrease in the estimated
fulure cash flows, such as changes in arears or econamic conditions that corelate with defauits,
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SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

1.2 Summary of significant accounting policies (continuead)
h) Financial instruments - initial recognition and subsequent measurement (continued)

(i} Impairment of financial assets (continued)
Cantinuing involvernent that takes the form of & guarantee over the trensfemed asset is measured at the
lower of the orignal camying amount of the asse!l and the maximum amount of consideration that the
Autherity could be required to repay

Financial assets carried at amaortised cost
For financial sssets cared at amortised cost, the Authority first assesses whethar Impairment exists

indrvidually for financial assats that are individually significant, or collectively for financlal assets that are not
individually significant. [f the Authority delermines that no objective evidence of iImparment exists for an
individually asaessed financlal asset, whether significant or not, it includes the assat in a group of fingncial
assets with similar credil risk characteristics and collectively assesses them for impairment. Assets that are
mdividually assessed for impairment and for which an impairment loss Is, or continues to be, recognised are
3l included in a collective assesament of impaiment

The amount of any impairment loss identified is measured as the difference between the asset's camying
amount and the present valee of estimated future cash flows (excluding future expected credit losses that
have not ye! been incurred), The present value of the estimated fulure cash flows is discounted at the
financial asset's original EIR

The camying amount of the asset is reduced through the use of an allowance sccount and the loss is
recognised in the statament of profit or loss. Interest income (recorded as finance income in the statement of
profit or loss) continues to be acerued on the reduced camying amount using the rate of interast used to
discount the future cash flows for the purpose of measuring the Impairment loss. Loans, together with the
associated aliowance are written off when there Is no realistic prospect of future recovery and all collateral
has been realised or has been transferred to the Authority. If, in & subsequent year, the amount of the
estimated impairment loss moreeses or decreases bacause of an event acoufring after the impairmant was
recognisad, the previously recognised impairment l08s |8 increased or reduced by adjusting the allowanca
account. If a write-off is later recovered, the recovery is credited to finance costs in the statement of profit or
loEs.

{iii} Financial Habllities
Initial recognition and measurement
Financlal liablites are classified, at Initial recognifion, as financial liabilities at fair value through profit or loss,
loans and borrewings, payables, or as derivatives designated as hedging Instruments in an effective hedge,
as appropriate. All financial liabilities are recognised initislly at fair value and, In the case of lpans and
borrowings and payables, net of directly atiributable transaction costs. The Authority's financial lizbiities
inctude frade and ofher payables.

Subsequent measuremaent
The subsequent measuremeant of financlal liabilties depaends on their clazsification as follows:

Financial liabiities at fair valua through profit or loss include financial Eabilities held for trading and financial
liabillties designated upon initial recognition as at fair value through profit or loss.

V7



SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

1.2 Summary of significant accounting policies (continued)
(il Financlal liabilities

Financlal liabilities at fair value through profit or logs
Financial liabilities are classified as held for trading if they are incurred for the purpose of repurchasing in the

near term. This cetegory also includes derivative financial instruments enterad into by the Autharity that sre
nat designated as hedging Instruments in hedge relationships as defined by |AS 39, Separated embedded
darivalives are alse classified as held for trading unless they are designated as effective hedging
Instruments. Gains or losses on lizbilities held for trading are recognised In the statement of profit or loss,

Financial liabilties designated upon mnitial recagnition &t fair value through profit or loss are designated at the
Initial date of recagnition, and only if the criteria in 1AS 39 are satisfied. The Authority has not designated any
financial lability a5 at fair value through profit or loss,

Loans and borrowings

After Inltial recognition, interest-bearing foans and borrowings are subsequently measured at amortised cost
using the EIR method. Gains anrd losses ars recognised in profit or loss when the lisbilibes are defecagnised
as well as through the EIR amortisation process.

Amartised cost is calculated by taking inta account any discount or FrEmMUm on acquisition and fees or costs
that are an integral part of the EIR. The EIR amorlisation is included as finance costs in the siatement of
profit or less, This category generally applies o interest-bearing loans and borrowings.

Derecogniton

A financial liability is derecogrised when the obiigation undar the labdity is discharged or canceliad or
expires. When an existing financial liabifity is replaced by ancther from the same lender on substantially
different terms. or the terms of an existing lability are substantizlly modified. such an exchange or
modification Is treated as the tderecognition of the original Babllity and the recognition of a new ligbility. The
difference in the respective carrying amounts is recognised in the statement of profit or lozs.

{iv) Offsetting of financial instruments
Financial assets and financial liabilites are offsat and the net amount |« reported in the staternent of financlal
position if there js a currently enforceable legal right 1o offsat the recognised amounts and there s an
Intention o setthe on a net basis, to realize the assafs and seitie the lisbilies simultanegusly.

{v} Fair value of financial instruments
The fair value of financial instruments that are traded in active markets at sach reporiing date s determinad
by reference to quoted market prices or dealer price quatations (bid price for long positions and ask price for
short positions), without any deduction for transaction costs.

For financial instruments not traded in an active market, the fair value is determined using eppropriate
valation lechniques, Such techniques may include using recent arm's length market transactions; reference
to the current fair value of another instrument that is substantially the same; discounted cash flow analysis ar
other valuation models,

An analysis of fair values of financisl Instruments and further details az to how they are measurad are
provided in Mote 18,
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SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS [CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

1.2 Summary of significant accounting policies {cantinued)

I} Inventories

)

Inventories are valuad at the lower of cost and net reslisable value.

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

*  Raw materals: purchase cost on & first-inffirst-out basis;

* Finished goods and work in progress; cost of direct materials and labour and a proportion of
manufacturing overhesads based on the normal aperating capachly, but excluding borrowing casts,

Initial cost of inventaries includes the transfer of gains and losses on qualifying cash flow hedges, recognised
In GG, in respect of the purchases of raw malerials,

Met real'sable value is the estimated selfing price in the ordinary course of business, less estimated costs of
completion and the estimated costs necessary to make the sale,

Impairment of non financial assets

Further disclosures resating to Impairment of non-financial aasets are also provided in the following notes:
*  Disclosures for significant assumptions Note 1.4

*  Proparty, plant and equipment Note ©

The Authority assesses, at each reparting date, whether there is an indication that an asset may be impaired.
If any indication exists, or whan annual impairment testing for an asset is required, the Authority estimates
the assel's recoverable amount, An asset's recaverable amount is the higher of an asset's or CGU's fair
value less costs of disposal and its value in use. The recoverable ameunt is determined for an individugl
assel, unless the asse! does not generale cash inflows that are largely independent of these from other
assets or Authorily's of assets. When the camying amount of an asset or CGU exceeds its recoverable
amaunt, the asset is considered impaired and is writhen down fofts recoverable amount.

In assessing value in use, the estimated futurs cash fiows are discounted to their present vake using a pre-
tex discount rale that reflects current market assessments of the time value of money and the risks spacific
o the asset In determining fair vaiue less costs of disposal, recent market transastions are taken into
account. If no such transaclions can be identified, an appropriate valuation model is used. These caloulations
are corroborated by valuation mulliples, quoted share prices for publicly fraded companies or other svailable
fair value Indicators.

The Authority bases its impairment calculation on detailed budgets and forecast calculztions, which are
prepared separately for each of the Autharlty's CGUs to which the individual assets are allocated, These
budgets and forecast calculations gensrally cover a period of five years. A long-term growth rate 5 calculated
and appled to project future cash flows after the fifth year,

Impalrment losses of cantinuing operations are recognised in the statement of profit or loss In EXDENSS
categories consistent with the function of the impaired asset, except for properties praviously revalued with
the revaluation taken ta OCL For such properties, Ihe impairment Is recognised In OGI up to the amount of
any previous revaluation,
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SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2017

1.2 Summary of significant accounting policies (continued)

)

k)

Impairment of non financial assets
For assets excluding goodwill, an assessment is made st each reporting date to determine whether there |s

an indication that previously recegnised mpairment losses no longer exist or have decreased. If such
indication exists, the Authority estimates the asset's or CGU's recoverable amount, A previously recognised
Impairment loss Is reversed only If there has been 3 changa in the assumplions used to determine the
assels recoverable amount since the last impairment loss was recagnised. The reversal is limited so that the
carrying amount of the asset does not exceed its recoverable amount, nor excead the carrying amount that
would have been determined, net of depreciation, had no impairment loss been recognised for the asset in
prior years. Such reversal is recognised in the statement of profit or loss uniess the asset s camied at a
revalied amount, in which case, the reversal is treated a5 a revaluation increass.

Cash and cash equivalents

Cash and shon-tarm deposits in the statemant of financial position com prise cash at banks and on hand and
short-ierm deposits with @ maturity of thres months or less, which are sublect to an inslonificant risk of
changes in value. For the purpose of the staterment of cash flows, cash and cash equivalents consist of cash
and shori-term deposits as defined above,

Provisions
Pravisions are recognised when the Authority has a present obiigation (legal or constructive) as a result of a

past event, It is probable that an outhow of resources embodying ecenomic bensfits will be required 1o ssttie
the obligation and a refisble estimate can be made of the amount of the obiigation. When the Authority
axpects some of all of a provision to be reimbursed, for Exampie, under an insurance contract, the
reimbursement is recognised as a separate assat, bul ony when the reimbursement |5 vifually certain. The
expense relating to a provision is presented in the stalement of profit or lass net of any relmbursemant.

If the: efiect of the time value of money is material, provisions are discountad using a current pra-tax rate that
reflects, when appropriate, the risks specific 1o the liabilty, When discounting is used, the increase in the
provision due to the passage of time iz recognised as a finance cost,

mj Employee entitlements

Provisions are made for wages and salanies, incentive paymenis and annual leave estimated to be payable
o employees at balance date on the basis of statutary and contractual requirements,

lj Defined contribution plans
A defined contribution plan is a post-employment plan under which an entity pays fixed contributions into a

separate entity and will have no legal or constructive obligation to pay further amounts. The Autharity deducts
and pays 5 par cent of the employees gross salaries and contribues 7.5 per cent of employees gross
salaries to the Solomon lslands National Provident Fund. Obiigations for contributions are recopnised as
employee benefit expense in profit or loss in the period during which services are rendered by employees.

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

as the related services is provided.
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SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS {CONTINUED}

FOR THE YEAR ENDED 31 DECEMBER 2017

1.2 Summary of significant aceounting policies (continued)

n}

Trade and other payables
Liabilities for trade credilors and other amounts are carried at cost (inclusive of Consumption Tax where

applicable} which Is the fair vaiue of the consideration o be paid in the future for goods and services recalved
whether or niot billed to the Authorlty, Amounts payabla that have bean dancminated in forelgn cumencies
have been transiated to local cumency using the rates of exchange ruling at the and of the financial paricd

o) Comparative figures

Pl

a)

Comparative figures have been amended wheare necessary, for changes in presantation in the current peried.

Segment information

A business segment is a group of assets and operations engaged in providing products ar services that are
subject o risks and returns that are different from those of other business segments. A geographical
segment is engaged In providing products and senvices within a particular economic anviranmeni that are
subject to risks and returns that are diffsrent from those of segmenis operating in oiher sconomic
enviranment.

{a) Industry segment
The Authonty operates in the water services industry.

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

PUIPOSES,

Foreign currencies

The Authority's financial statements are presented in Salomon dollars, which is alsa the Authority's functional
currency. The Authority determines the functional currency and tems included in the financial slatements are
measured using that functiona] currency,

Transactions in foreign currencies are inifially recorded by the Authority at their respective functional currency
spot rates al the date the tensaction first qualifes for recognition. Monelary assels and Hebilities
denaminated in foreign currencies are transiated at the functional currency spot rates of exchange at the
repariing date. Differences arlsing on settliement or translation of monetary llerms are recognisod in profit or
loss.

Mon-monetary Items that are measured in terms of historical cost in a foreign currency are transiated using
the exchange rates at the dates of the initial transactions. Non-monetary tems measured at fair value in a
foreign currency are transiated using the exchange rates at the date when the fair value |s detarmined. The
gain or loss arising on translation of non-monetary items measured st fair value is freated in line with the
recagnition of the gain or lass on the change in falr value of the jlem {i.e., ransiation differences on il@ms
whose fair valuz gain or koss is recognised in OCI or profit or loss are also recognised in GGl or profit or loss,
respectively).

Grants

An unconditional grant refated to an asset is recognised in profit or loss as other income when the grant
becomes receivable,
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SOLOMON ISLANDS WATER AUTHORITY
MOTES TO THE FINANGLAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2017

1.2 Summary of significant accounting policies {continued)

r} Grants {continued)
Other grants are recognised initially ss deferred income at fair value when there Is reasonabia assurance that
they will be received and the Authority will comply with the conditions associated with the grant and are then
recognised In profit or loss as othar income on a systematic basis cver the useful iife of the asset Grants
that compensate the Authority for expenses Incurred are recognised in profit or loss as other income on 8
systematic basis in the same periods in which the expenses are recognised.

8) Changes in accounting policy and disclosures

IAS 8 Accounting Policies, Estimates and Errors

The general principle in 1AS B Accounting Policies, Estimates and Errors Is that an entity shell correct a
material prior period error refrospectively in the first financial statements for issue after its discovery by
restating the comparative amounts for the prior period(s) presented In which the emror cccurred or if the error
occurred befare the earliest prior pesiod presented, restating the opening balances of assels, Habilites and
aquity for the earfest prior period presanted,

1.3 Changes in accounting policy and disclosuras

Wew and amended standards and interpretations

The Authority applied for the first time certain standards and amendments, which are effective for annual pariod
beginning on or after 1 January 2017. The Authority has not early adopted any other standard, interpretation or
amandment that has been issued but is not yet effective,

The nature and the effect of these changes are disclosad below. Although these new standards and amendments
are applad for the first time in 2017, they did not have @ material impact on the annual financial statements of the
Autharity. The nature and the impact of each new standard or amandment is described below:

*  Amendments to IAS 7 Statement of Cash Flows: Disclosure Initiative
The amendments require entities to provide disclosure of changes in their labilties arising from financing

activities, inciuding both changes arising from cash flows and non-cash changes (such as forelgn exchange
gains or lossas),

+  Annual Improvements Cycle - 2014-2016
Amendments to IFRS 12 Disclosure of Interests in Other Entities: Clarification of the scope of
disclosure requirements in IFRS 12
The amendments clarify that the disclosure requirements in IFRS 12 apply to an entity's interest in &
subsidiary, a joint veniura or an asscclate (or a portion of its interest in & joint veniure or an associate) that is
classified (or included in a disposal group that is classified) as held for sale.

As at 31 December 2017 the Authorly did not classify any lts Interest in Other aenfites and these
amandments did not affect the Authority’s financial statements.

1.4 Significant accounting judgments, estimates and assumptions
The preparation of the Authorlty's financial statements reguires management to make judgements, estimates and
assumplions that sffect the reported amounts of revenues, expenses, assets and liabilties, and the
achuthoritying disclosures, and the disclosure of contingent liabiktias. Uncertalnty about these assumplions and
gstimates could result in outcomes that require a rmaterial adjustment to the camying amount of assets or
liabibties affected in future pariods,
Judgements

In the process of applying the Authority's accounting policies, management has made the following judgements,
which have the most significant effect on the amounts recognised in the financial statements:
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SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANGIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

1.4 Significant accounting judgments, estimates and assumptions (continued)

Estlmates and assumplions

The key assumptions cancerning the future and other key sources of estimation uncertsinty at the reporting dale,
that have a significant risk of causing a matarial adjustment to the carrying amounts of assats and lisbikties within
the next financial year, are also described in tha individual notes of the related financisl statement e itarms
below. The Authority based its assumpbons and estimates on parameters availaole whan the financial statements
ware prepared. Existing clreumstances and assumptions about fubre developments, however, may change due
to market changes or circumstances anging that are beyond the cantrol of the Authority. Such changes are
reflected in the assumptions when thay occur.

1.5 Standards isgued but not yel effective
The standards and interpretations that are issued, but not yet effective, up to the date of issuance of the
Authorlly’s financial statements are diszlosed befow. The Authorily intends to adopt these standards, if applicable,
when they become sffective.

IFRS 9 Financial Instruments

In July 2014, the IASE issued the final varsion of IFRS @ Financial Instrumeants that replaces [AS 39 Financial
Instruments; Recognition and Measuremant and all previcus versions of IFRS & IFRS 9 brings tegather ail three
aspects of the accounting for financlal instruments project: classification and measurement, impairment and
hedge accounting. IFRS 9 is effective for annual penods beglnning on or after 1 January 2018, with early
application  permitted, Except for hedge accounting, retrospaciive application 5 reguired but prowviding
comparative information e not compulsory, For hedge accounting, the requirements are generally appliad
prospectively, with some limited excaptions. The Authority plans o adopt the new standard on the reguired
effective date and will nat restale comparative infarmation,

IFRS 15 Revenue from Contracts with Customers

IFRS 15 wes issued in May 2014, ang amanded in April 2018, and establishes g five-step model to account for
revenus arlsing from contracts with customars. Under IFRS 13, revenue & recognised st &n amaunt that reflects
the consideration to which an entity expects to be entitied in exchange for transferring goods or sarvices o a
customer.

The new revenue standard will suparsade all current revenus recognition requirernents under IFRS. Either a full
retrospective application or a madifisd retrospective application is required for annusl pericds baginning on ar
after 1 January 2018. Early adoption is permitied. The Authority plane to adopt the new standard on the required
effective date using the full retrospective method,

IFRS 18 Leases
IFRE 16 was kssued in January 2016 and it replaces |AS 17 Leases, IFRIC & Determining whether an

Arrangement containg a Lease. SIC-15 Operating Leases-Incentives and SIC-27 Evaluating the Substance of
Transactions Involving the Legal Ferm of a Lease. IFRS 16 sets out the principles for the recagition,
measurament, presentation and disclosure of inases and requires lessees to account for all leases under 8 gingle
on-balance shest model similar to the =Coounting for finance leases under IAS 17. The standard inchuces two
recognition exemptions for lessees - |eases of low-valus’ assets (e, personal computers) and short-lerm
leases {i.e., leases with & leasa term of 12 months or less). At the commencament date of a lease, 3 lesses will
recognise a liabilty to make lease paymenis {i.e., the lease liabélity) and an assat rapresenting the right to use the
underiying asset during the leass tarm (ile., the right-of-use asset) Lessces will be required to separately
recognise the interest expense on the lsase Hasility and the depreciation expense on the right-of-use assel.
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1.5 Standards issued but not yet effective

21

liability as an adjustment ta the right-of-use asseat

Lessor accounting under IFRS 18 js substanilaly unchanged from today's accounting under IAS 17. Lessars will
contnue to classify all leases using the same classification principle as in 1AS 17 and distinguish between two
Y¥pes of leases: operating and financa leasas,

IFRS 16 gigo requires lsssess and lessors to make mare extensive dsclosures than under 1AS 17,

2097 2018

Operating revenue and aXpenses SBD SBD
Included in revenue are:
Qperating income
Wa'er fees and charges 81,631,908 85,322,142
Standing charges 5508179 5,004,864
Disconnections/reconnaction charges 1,288 281 1,547 544

88,6815 489 81 874 660

2.2 Other income

Gain on sa'e of property, plant and equipment 21,321 25,705
Miscellansous income 3,028,541 3,561,280
Bad debts recovered 585,876 672,165
Solomon Islands Govemment - CS0 grant - 4,638,000
Amartisalion of defarred reEvenue 8,102 873 B,840,517
Grants received from Government of Austrakia - 2,284 652

11,738,611 20,520 328
tﬂ*:-—qﬁdlt-_




SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (GCONTINUED)
FOR THE YEAR ENDED 34 DECEMBER 2017

2. Operating revenue and eXpenses 2017 2018
Included in expenses are:

2.3 Corporate expenses SBD SBD
Advertising 187,871 252,113
Auditors” remuneration 420 224 247 075
Beoard allowances 42 400 41,180
Travel and transpaort 748 408 415,142
Printing, freight and stationery 1,224,190 1,173,517
Insurance 711250 428,024
Lessa rentals 1,178 402 1,149 337
Software training and computer consumables 2,027 3581 1,274,439
Telephone 1,683,011 M7 742
Other expenses 8,556 883 3,116,830

1EI1E?.15-EI 8.0 1EI1?9

2.4 Salaries and employee benefits s8D SBD
Wages and salarizs 11,331,425 8,740,847
Key management persannel 2,240,713 1.431,325
Superannuation 1,353,474 1,280,708
House rentzls and allowances E,‘lm,?ﬂ_ 8,615,848

23,048,333 20078728

2.5 Other expenses SBD SBD
Other expenses 522,620 321,188
Australian Government Department of Forelgn Affairs and Trada 409,430 1,292 357

832,050 1,613,546

2.6 Finance (costs)income SBD SBD
Amortisation of discount - 5154 {217.037 (217,037)
Interest received 14,826 10,835

EEEIE'I 1 |g [EE.‘-E,ME;
3. Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, cash at bank and short term deposits, Cash and cash
eguivalents included in the Slatements of cash flows somprise the following balance sheet amounis:

SBD 3BD
Cash at bank 57,248,750 64,401,103
Cash in hand 11,487 17,300
Term deposits 5.55&‘.2@_ 6,543 425
Cash at bank and on hand EEEE'IEAEE 70,961,828
4. Trade and other recelvables EBD EBD
Trade receivables 34 814 532 38,795 8BRS
Pravision for impairment of recelvables {18,901,510) {21,791,385)

18,013,022 17,004 480
D s il —_—

Trade and other receivables are non-interest bazring and are ganerally on a 30 - 90 day terms.
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FOR THE YEAR ENDED 31 DECEMBER 2047

4. Trade and other receivables {continued) 2017 2016
At 31 December, the ageing analysis of trade receivables for the Authority is as follaws:
Neither past due Pact dye but not impaired
Tatal norimpaieed 58 aNdays 8050 days > 90 days
SBD SBD SBD SBD SBD
2017 16,073,022 0,B38.675 3,825,889 2227 T38 4,118,720
2018 17,004 480 6,568 805 4,558,625 2,601,268 3,278 702
lovemants in the pravision for impairment of receivables wera as follows:
SBD SBD
Opening balance (21,791.395) {25,803 584)
Charge for the year (2,941,664} (6,575 853)
Utillsed 5,831 545 10,551,852
giﬁ.mi.ﬁ‘fﬂ! 521 791 .395!

5. Inventories SBD SBD
Stores and consumables 7,043,875 8,228 303
Gaoods In transit 1,348,678 1,305,204

8,382 851 10,633 597
e ——— %

8. Prepayments and other assefs SBD 5BOD
Chher deblors GE7 624 2,304 620
Prepayments 1,192 084 783,380

1,866 708 3,088,000
e e

7. Trade and other payables SBD SBD
Current
Trade payables 4 205,955 1,055,840
Qther pyables 1,802 502 2,737,503
Water daposits 9,418,741 B.474,849

15,427,195 125E192
—_—
Trade payables are nan interest bearing and are normally settled on 30 day terms.

B. Employee benefit liability SBD SBD
Balance at the beginning of vear 2,298,081 2,982 118
Nat movement during the year (411,358) [BB3,035)
Balance at the end of year 1,887,723 2,299 081

_——
Represanied by;
Annual leave 815,064 815,054
Long service benefit THE, 257 1,197 715
Long service leave 188,302 188,302
1IE-E?,?23 EIEQE.ﬂsi
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SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

2097 2018
10. Intangible assets SBD 8BD
Software costs:
At 1 Jenuary 187,580 187,580
Additions 265,228 -
Al 31 Dacamber 452 804 187 58O
Amortisation and impairment:
At 1 January 168,372 128,958
Amartisation for the period 77,128 38,413
At 31 Decamber 245 501 168,372
Met boak value, 207 307 . 19,208
1. Deferred revenue 58D SBD
Donor Funds Received for Capital Projects and Unspent
Austratian Government Department of Foreign Affairs and Trade 10,184,168 23,118,711
10,184 188 23, 16,711
Donor Funds Received for Capital Projects and Spent
Australian Government Department of Forelgn Affairs and Trade a2 450 @82 12,287 Gudd
Japan International Cooperation Agency 101,524,729 107,008,921
Salomion Islands Governrmen: 3,073,570 3,250,194
13?.DE?IEIE1 122.5213..!5551J
The deferred incoma is shown on the sistement of financial position as follows:
Current 18,237,041 32 0687 220
Mon-current 128,955,070 113,586,150
147,252 118 145,643,370
===* _
12. Contributed capital sSBD BBD
Contributed capital at the baginning of the year 595256874 69,625 874
Additional capital contribution during the year = =
Contributad capital at the end of the year 50 625 874 50,625,874
T LE—

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

13. Commitments and contingent liabilities SBD SBD

{2) Contingent liabilities
(i} In March 2011, 14 formar employees filed complainis before the Trade Disputes Panel {"Panal"). They

alleped they ware unfairly dismissed from employment. The last hearing of thizs case was an 2nd September
2016, The malter was adjourned afer & brief hearing to allow for final submission 1o be made,

(i) The Authority is a plaintiff in several litigetions brought by creditors and employees. The Directors believe
these litgations will nat have a material effect on the financial staternants,

b) Capital commitmanis - "

27



SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

2017 2016
13. Commitments and contingent liabilities (eontinued) SBD SBD

€] Operating leases commitments contracted for building rantais
Future operating lease rentals not providad for in the financial statements and payable:

Mot later than cne year 27,161 830,500
Leter than one year but not later than five Years . 186,100
_'E}T-’l:}.151 858 00

e ———

14. Related party transactions
(@)} Directors
The names of persons who were directors of Solomon lslands Water Authority at any time during the
financlal year are as follows:
*  Mr. Phil Bradford
* Mr. David Lauria
*  Mr. Carson Korowa
Mr. Trevor Palrmer
*  Ms. Ethel Frances

(b) Controling Entities
The ultimate parent of the Autharity is the Solomon Islands Govemment

(¢} Compensation of key management parsoringl SED SBD
Short lerm employes benefits 2.240.713 1,431,325

(d) Transactions with related parfies
Transactions with related parties during the year ended 31 December 2017 with approximate transaction

value are summarised as falows:

Directors SBD SED

Directors remuneration and expenses 42400 41,180

= B i — = - ————

{8} Amount owed to refated pariles 5BD S8D

Non-current

Salomon Islands Elzcricity Autharity _1|l-i5.TEiE E,UEEIHH

Current

Solomon Islands Electricity Authority 2,874,651 _— 2,831,147

The Daebt Agreement with Solomaon |slands Electricity Authority is an interest free loan over B YEars,
repayable in equal monthly instalments which commenced 1st January 2013. If default of payment occurs at
any ime a default inlerest rate of interest, belng the daily Business index Rate published by the three main
banks in Honiara, wil be spplied to the period of defauk

{f) Amount receivable from related parties SBD SBD
Current
SIG - Ministry of infrastructyre Development 2,350 554 z
SIG - Ministry of Mines, Energy and Rural Electrifization 435,000 -

2,784 598 -
— e
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SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS [CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

15. Financial risk management objectives and policies

The principal financial kabiktias camprise interest bearing bormowings and trade payables. The main purpose of
these finarcial lzbilties iz to raise finance for the Authority's sperations, The Authority has various financial
assets such as trade receivables and cash. whish arise diractly from its cparations.

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

Liguidity risk

The Autharity monitors its risk o & shortage of funds Using & recurring Hguidity planning food, This taol conzsiders
the malurity of both its financial investments and financial assets (e.g. accounis recelvables. other financial

aseets) and projected cash flows from aperations.

The table below summarises the maluriy profile of the Authority's financial liabilities at 31 December 2017 based

on coniractual undiscounted paymeants.

Trade and Payable to
other payables related parties Total
31 mb 7 SBD SBD SBD
3 10 12 months 15,427 188 2,974,851 18,401,840
1-2 vaars - 937,500 837,500
=2 yags - 208,265 208,265
15,427,188 4120418 19,547 514
Trade and Payable to
other payables  related party Total
31 December 2016 SBD SBD EBD
3 to 12 months 12,268,192 2,022 478 14,290 670
1-2years - 837,600 837,500
> 2 yaars L 1,893,647 1,803 647
12,288,182 4 853 825 17,121,817
Credit rigk_

Credit risk is the risk that a counterparty will nol meat ite obligations under a financial instrument s tustomer
contract, leading to & financial loss. The Autharily is exposed to credit risk from its operaling aclivities {primarily
trade receivables} and from financing activities, including deposite with banks and financial Institutions, foreign

exchange iransactions and other financlal insiruments,

Trade Receivables

Customer credit risk is managed subject to the Authority's eslablished policy,

procedures and control relating to

customer credit risk management. Outstanding customer receivables are reguiarly monitored and water services

disconnected where accounts are outstanding greater than 30 days.

An impairment analysis is performed at sach reporting date collectively for ail custorner accounts, The calcutation
is based on actual incurred historic data. The maximum Bxpasure o credit risk at the reporting date is disclosed
in Nete 4. The Authority holds cash cofiateral of SBD 9,418,741 against the collective accounts. The Authority

evaluates the concentration of risk with respect to trade recelvables as high
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FOR THE YEAR ENDED 31 DECEMBER 2017

16. Financial instruments

Set out below |s a comparison by category of camying amounts and fair values of all of the Autharity's financial

imstrument that are carried on the financial statements,

Carrying amount Fair Value
207 2018 27 2018
Fingnoial gssels BBD SBD EBD SBD
Cash 63,816,455 70,961,828 63,816 455 70,061,828
Treda end other receivablas 16,013 022 17,004 450 16,013,022 17,004 480
T8 829 487 B7Y. 885318 79,820 487 BT 966,318
== =] —— ——————————
Financial Fabiities
Trade and other payables T5!42T.IEIE 12!258!192 15.#2?!19!3 12 268,182

The fair value of derlvatives and borrowings has been calculated by discounting the expected fulure cash flows at
prevailing Interast rales, The fair value of financial assels have been calculated using market interast rates.

17. Changes in accounting policies, estimates and errors
The following components have been re-stated in accordance with Note 1.2{s):
2017 2016 2016 2018
SBD SBD SBD SBD
Reported Reported Correction Restated
Statement of financial pesition
Currant gssets
Cash and cash equivalents 83,816,485 47,845,117 23,116,711 70,961,828
63 816 455 ¥ 47 8458 117 23.'11&i?11 ?ﬂIEE1 IEEH
Current liabilities
Deferred revenuea 18,297,041 8,240,508 23,118,711 32,057,220
18,2897 041 8,940, 509 23116711 32,087 220
—_— e el TP S PR
! it
Drefarmrad revenue 128,955,078 117,902,287 (4,323,137} 113,586,150
in g
Retained sarnings
Balance at the beginring of the year 6,481,688 {23,102,964) 4,323137 (18,779,827)
Bafance at the end of the year 13,827 885 2,168,551 4 323,137 5,491,688

S T e P ML U

Cash at bank as al 31 December 2016 was corected through an increase of SBD 23,116,711 and
simullaneously deferred revenue was corected through a corresponding increese of SBD 23,118,711, This
represents donor grants received, but unspent, as at the balance dale which in prior years were not disclosad,
Additionally deferrad revenue was corrected as at 31 December 2016 through a decrease of SBD 4,323,137
while retained eamings was also corrected through a corresponding increase of SBD 4,323,137 This represents
donor funded expenditure spent in prior years but incarectly classified as either the Authorily funded operating
expenditure or the Authorily funded capital expenditure. Consequently, the cash at bank, deferred revenue and
equity was restated in accordance with IAS 8 Accounting Policies, Estimates and Errars,
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18, Subsequent events
Mo matters or circumstances have arisen since tha end of Ihe financial year which significantly affacted or may

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

19, Principal business activity
The principal activity of the Authority during the year was the trestment and distribution of waler in the Scloman
islands. There was no significant change in the nature of this activity during the firancial year.

a) Principal place of business
The principal places of business are located at Mendana Ave and Commonwealth Ave, Honlara, Sclomon

|slands,

b} Number of employees at the end of the period
Number of employees the authority employed at the reparting date was 138 {2016:135).

a1



