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State Owned Enterprise Information

The Solomon Islands Broadcasting Corporation (‘the Corporation’) is a State Owned Enterprise domiciled in
Solomon Islands.

Registered Office

PO Box 654
Honiara

Principal Place of Business

Honiara, Solomon Islands

Directors

The Directors at any time during or since the end of the financial year are listed in the Directors' Report.
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Directors' Report

The Directors present their report together with the financial statements of Solomon Islands Broadcasting
Corporation (‘the Corporation’) for the year ended 31 December 2010 and the Independent Audit Report

thereon.

Directors

The Directors at any time during or since the end of the financial year:

Fon. Augustine Taneko
Mr Christopher Hunupauro
Mr Badley Alaha

Mr George Palua

Rev Fr Peter Noel

Ms Christina Vunagi

Ms Nanet Tutua

Mr David Palapu

Principal activities

The principal activity of the Corporation during the course of the financial year ended 31 December 2010 was
the provision of radio services in Solomon Islands.

Operating and financial review

The Corporation achieved a net loss for the year amounting to $563,705 (2009: profit of $365,620).

Dividends

No dividends have been paid or declared since the end of the previous financial year, and the Directors do not
recommend the declaration of a dividend.
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Directors' Report - cont'd

Significant Changes in the State of Affairs

In July 2007 the Solomon Island Government passed the State Owned Enterprises Act 2007 and listed
Solomeon Islands Broadcasting Corporation as a State Owned Enterprise under the jurisdiction of the Act.

Compliance with the Act could impact on the future operations of Solomon Islands Broadcasting Corporation.

Significant impact could include:

° The Minister of Finance and the Responsible Minister (the “accountable Ministers”) can direct SIBC to
perform a community service obligation (Section &, 1);

° The accountable Ministers can determine the amount of any dividend payable by SIBC (Section 12, 1b);

e The requirement to issue a Statement of Corporate Objectives that provides disclosure of intended
activities, accounting policies, performance targets, dividends and taxes to be paid during the period in

question (Section 13, 2);

e The requirement to issue the audited consolidated financial statements of the group within 3 months after
the end of the financial year (Section 14, 1b); and

° This act shall prevail where there is any inconsistency in requirements with the Broadcasting Act
(Section 26, 7 and 8).

There were no other significant changes in the state of affairs of the Corporation during the year.

There has not arisen in the interval between the end of the financial year and the date of this report any other
item, transaction or event of a material or unusual nature likely to affect significantly the operations of the
Corporation, the results of its operations, or the state of affairs of the Corporation in future financial years.

e
X

Director

5

w2011,



Solomon Islands Office <&~
of the Auditor-General ’W J

INDEPENDENT AUDITOR’S REPORT

To the Board of the Solomon Islands Broadcasting Corporation

| was engaged to audit the accompanying financial statements of the Solomon Islands
Broadcasting Corporation (“SIBC"), which comprise the Balance sheet as at 31 December 2010,
and the Profit and Loss statement, Statement of Changes in Equity and Cash Flow Statement for
the year then ended, and a summary of significant accounting policies and other explanatory
notes.

Directors and management’s responsibility for the financial statements

The Board of Directors and management are responsible for the preparation and fair
presentation of these financial statements in accordance with an acceptable financial reporting
framework. This responsibility includes: designing, implementing and maintaining internal
controls relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditors’ responsibility

My responsibility is to express an opinion on the financial statements based on conducting the
audit in accordance with International Standards on Auditing. Because of the matters discussed
in the Basis for disclaimer opinion paragraph, however, | was not able to complete an audit in

accordance with the Auditing Standards.

Basis for disclaimer of opinion

Lack of or unreliable accountings records

Due to lack of or unreliable accounting records, | was unable to obtain sufficient appropriate audit
evidence with respect to trade and other receivables, revenue, cash and cash equivalents,
payroll, imprest and staff advances. | am unable to determine whether any adjustments might
have been found necessary in respect of these accounts, the resulting net loss, retained
earnings and cash flows, and the related disclosures.

Disclaimer of opinion
Because of the significance of the matters described in the Basis for disclaimer of opinion

paragraph, | have not been able to obtain sufficient appropriate audit evidence to provide a basis
for an audit opinion. Accordingly, | do not express an opinion on the financial statements of the
Solomon Islands Broadcasting Corporation for the financial year ended 31 December 2010.

Emphasis of matter

Lack of compliance with the State Owned Enterprises Act

Without qualifying my opinion, | draw your attention to the fact that SIBC has not complied with
Section 14 (1) (b) and (c) of the State Owned Enterprises Act which require audited consolidated
financial statements and the auditor’s report thereon to be presented to the accountable minister

within three months of the end of the financial year.



Going concern
Without qualifying my opinion, | draw attention to Note 1 (c) of the financial statements. The

Corporation's current liabilities exceed its current assets by $1,632,715. As a going concern, the
Authority is dependent upon the continuing support of the Solomon Islands Government, its

bankers and creditors.

Edward Ronia
Auditor-General

. Solomon Islan_g?
D x

22 March 2012
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Statement by Directors

In accordance with the resolution of the Board of Directors of Solomon Islands Broadcasting Corporation, we
state that in the opinion of the Directors:

(a) the financial statements and notes set out on pages 6to 17:

(i) give a true and fair view of the Corporation’s financial position as at 31 December 2010 and of its
performance for the financial year ended on that date; and

(if) comply with International Financial Reporting Standards;

(b) there are reasonable grounds to believe that the corporation will be able to pay its debts as and when
they become due and payable.

Signed in aceordance,with a resolution of the Directors.

Name: ® e
Director: '

day of
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Profit and Loss Statement

Revenue

Program sponsorship and advertising

Service messages

Reversal - impairment on doubtful debts

Broadcasts

Grant revenue
QOther revenue
Rental income
Subscription fees

Total revenue
Expenses

Administrative expenses
Depreciation expense

Director costs

Employee costs

Finance expenses

Loss on disposal of fixed assets
Repairs and maintenance

Total expenses

Net profit for the year

The profit and loss statement isto beread 1
statements set out on pages 10 to 17.

010 2009
$ $

2,351,464 2,068,225
1,311,324 1,322,939
- 1,140,951
533,728 710,189
387,500 500,000
1,075,541 474,550
- 179,353
273,008 11,874
5,932,565 6,408,081
1,335,051 1,571,643
871,320 843,808
78,498 95,267
3,953,820 2,603,939
100,552 43,905
- 265,000
157,029 118,899
6,496,270 5,542,461
(563.705) 865.620

n conjunction with the notes to and forming part of the financial
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Statement of Changes in Equity

Retained
Sharcholder Asset Earnings/
Contributions/ Revaluation (Accumulated)
Equity Reserve Losses) Total
$ b $ b
Balance at 1 January 2009 981,948 - (2,491,673) (1,509,725)
Net profit for the year - - 865,620 865,620
Asset revaluation increment - 8,790,056 - 8,790,056
Balance at 31 December 2009 081,948 8,790,056 (1,626,053) 8,145,951
Net profit/(loss) for the year - - (563,705) (563.,705)
Balance at 31 December 2010 981.948 8.790.056 (2.189.758) 7.582.246

The statement of changes in equity is to be read in conjunction with the notes to and forming part of

the financial statements set out on pages 10 to 17.



_8-

Solomon Islands Broadcasting Corporation
Financial Statements for the year ended 31 December 2010

Balance Sheet

2010 2009
Note b $

CURRENT ASSETS
Cash on hand and at bank 3 1,091,772 770,792
Trade and other receivables 4 1.862.173 1,998,012
TOTAL CURRENT ASSETS 2,953,945 2.768,804
NON-CURRENT ASSETS
Property, plant and equipment 5 9,326,829 9,872,127
TOTAL NON-CURRENT ASSETS 9,326,829 9.872,127
TOTAL ASSETS 12.280.774 12.640.931
CURRENT LIABILITIES
Bank overdraft 3 133,685 12,043
Trade and other payables 6 4,268,263 4,197,635
Deferred income 7 119,379 48,814
Interest bearing loans and borrowings 8 52,436 55,499
Employee provisions 9 12,897 12,897
TOTAL CURRENT LIABILITIES 4,586,660 4.326,888
NON - CURRENT LIABILITIES
Deferred income 7 88,054 96,626
Interest bearing loans and borrowings 8 - 47,652
Employee provisions 9 23,814 23.814
TOTAL NON-CURRENT LIABILITIES 111,868 168,092
TOTAL LIABILITIES 4,698,528 4,494 980
NET ASSETS / (LIABILITIES) _ 7.582246 ___ 8.145.951
SHAREHOLDERS' EQUITY
Shareholder contributions / equity 981,948 981,948

10 8,790,056 8,790,056

Asset revaluation reserve

Retained earnings / (Accumulated Josses) (2,189,758) (1,626.,053)

7.582,246 8.145.951

TOTAL SHAREHOLDERS' EQUITY

The balance sheet is to be read in conjunction with the notes to and formmg part of the
Siset out on pages 10 to 17. ~. i

DIRECTOR
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Cash Flow Statement

2010 2009
Note $ $
Cash Flows From Operating Activities
6,130,397 5,752,367

Cash receipts from customers

Cash payments to suppliers and employees (5,554,322) (5,360,038)

Net cash provided by / (used in) operating activities 576.075 392,329
Cash Flows From Investing Activities
Proceeds from sale of property, plant and equipment - 130,000
Acquisition of property, plant and equipment (326,022) (91,978)
Net cash provided by / (used in) investing activities (326,022) 38,022
Cash Flows From Financing Activities
Repayment of borrowings (50,715) (55.499)
Net cash provided by / (used in) financing activities (50.715) (55.499)
Net increase / (decrease) in cash and cash equivalents 199,338 374,852
Cash and cash equivalents at the beginning

of the financial year 758,749 383,897
Cash and cash equivalents at the end

3 958.087 758.749

of the financial year

The statement of cash flows is to be read in conjunction with the notes to and forming part of
the financial statement set out on pages 10 to 17.
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Notes to and forming part of the accounts

SIGNIFICANT ACCOUNTING POLICIES

(a) Statement of Compliance

The financial statements have been prepared in accordance with International F inancial Reporting
Standards (‘IFRS") and interpretations adopted by the International Accounting Standards Board
as adopted by the Institute of Solomon Islands Accountants.

(b) Basis of Preparation

The financial statements have been prepared primarily on the historical cost basis except that
investment properties and financial instruments classified as available for sale have been stated at their

fair value.

Non-current assets held for sale are stated at the lower of carrying amount and fair value less costs to sell.

The preparation of a financial report in conformity with International Financial Reporting Standards
requires management to make judgements, estimates and assumptions that affect the
application of policies and reported amounts of assets to be reasonable under the
circumstances, the results of which form the basis of making the judgements about carrying
values of assets and liabilities that are not readily apparent from other sources. Actual
results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future periods.

The accounting policies have been consistently applied by the Corporation and they are
consistent with those of the previous year.

The financial statements are presented in Solomon Islands currency, the Solomon Islands dollar ($).

(¢) Going Concern

The financial statements have been prepared on a going concern basis, which contemplates
continuity of normal business activities and the realisation of assets and settlement of liabilities in the
ordinary course of business. The Corporation’s current liabilities exceed its current assets. Asa
eoing concern, the Corporation is dependent upon the continuing support of the Solomon Islands

Government, its bankers and creditors.

The Directors have concluded that the going concern basis is appropriate as the Solomon Islands
Government has indicated that it will provide the Corporation with financial support to enable it to
pay its debts as and when they fall due for a period of 12 months from the date the Directors

approved these financial statements.

(d) Foreign Currency

The functional currency adopted in the preparation of the financial statements is the Solomon
Islands currency, the Solomon Islands dollar ($). Transactions in foreign currencies are recorded at
the exchange rate at the date of the transaction. Foreign exchange differences arising on translation
are recognised in the profit and loss statement. Foreign currency monetary assets and liabilities are
translated at the exchange rate at the balance sheet date. Resulting exchange differences are
recognised in the profit and loss account for the year. Non-monetary assets and liabilities
denominated in foreign currency are recorded at the exchange rate at the date of the transaction.
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Notes to and forming part of the accounts (continued)

SIGNIFICANT ACCOUNTING POLICIES (continued)

Property, plant and equipment

Items of property, plant and equipment are stated at original cost, deemed cost or valuation less
accumulated depreciation and impairment losses. Construction cost for self-constructed assets
includes the cost of materials, direct labour, the initial estimate, where relevant, of the costs of
dismantling and removing the items and restoring the site on which they are located, and an
appropriate proportion of production overheads.

Property that is being constructed or developed for future use as investment property is classified as
property, plant and equipment and stated at cost until construction or development is complete, at
which time it is reclassified as investment property. When the construction or development of a
self-constructed investment property is completed and will be carried at fair value, any difference
between the fair value of the property at that date and its previous carrying amount is recognised in
profit and loss. Depreciation is charged to the Profit and loss Statement on a straight line basis over
the estimated useful lives of each part of an item of property, plant and equipment. Fixed assets are
first depreciated n the year of acquisition, or, in the case of construction, in the year of substantial
completion of the asset. The rates of depreciation current and comparative periods are as follows:

o buildings 20 years
o furniture and fittings 10 years
o motor vehicles 10 years
s plant and equipment 10 years
e transmitter plant and equipment 10 years
Impairment

The carrying amounts of all assets carried at cost are reviewed at each balance sheet date to
determine whether there is any indication of impairment.

An impairment loss is recognised if the carrying amount of an asset exceeds its recoverable amount.

Impairment losses are recognised in profit or loss.

Impairment losses recognised in prior periods are assessed at each reporting date for any
indications that the loss has decreased or no longer exists. An impairment loss is reversed if there
has been a change in the estimates used to determine the recoverable amount. An impairment loss is
reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount
that would have been determined, net of depreciation or amortisation, if no impairment loss had

been recognised.

Trade and other receivables

Trade and other receivables are stated at their cost Jess impairment losses.

Interest bearing loans and borrowings

Interest bearing loans and borrowings are initially recorded at the net proceeds received. Any
discount, premium or other difference between the net proceeds and the redemption value is
amortised and included in finance costs over the term of the loan.

If debt is repurchased or settled before maturity, any difference between the amount repaid and the
carrying amount is recognised immediately in the profit and loss account.
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Notes to and forming part of the accounts (continued)

SIGNIFICANT ACCOUNTING POLICIES (continued)

Provisions

Provisions are recognised when the Corporation has a legal or constructive obligation as a result of
a past event, and it is probable that an outflow of economic benefits will be required to settle the

obligation.

Revenue

Revenue from the sale of goods is recognised in the Profit and Loss Statement when the significant
tisks and rewards of ownership have been transferred to the buyer.

Revenue from services rendered is recognised in the Profit and Loss Statement in proportion to the
stage of completion of the transaction at the balance sheet date.

No revenue is recognised if there are significant uncertainties regarding recovery of the consideration
due, the costs incurred or to be incurred cannot be measured reliably, there is a risk of return of goods
or there is continuing management involvement with the goods.

Trade and other payables

Trade and other payables are stated cost.

Taxation

The Corporation is exempt from income tax for income derived from broadcasting, including the
broadcasting of advertisements and messages in terms of paragraph 14 of the Broadcasting Act.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are
repayable on demand and an integral part of the Corporation’s cash management are included as
a component of cash and cash equivalents for the purpose of the statement of cash flows.

Employee benefits

The Corporation’s obligation in respect of long-term service benefits is the amount of future benefit
that employees have earned in return for their service in the current and prior periods.

Liabilities for employee benefits for wages, salaries, annual leave that are expected to be settled
within 12 months of the reporting date represent present obligations resulting from employees’
services provided to reporting date, are calculated at amounts based on remuneration wage and

salary rates that the Corporation expects to pay as at reporting date including related on-costs.

Segment reporting

nent of the Corporation that is engaged either in providing
), ot in providing products or services within a particular
which is subject to risks and rewards that are

A segment is a distinguishable compo
products or services (business segment
economic environment (geographical segment),
different from those of other segments.

The Corporation provides broadcasts radio services to the Solomon Islands.
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Notes to and forming part of the accounts (continued)

SIGNIFICANT ACCOUNTING POLICIES (continued)

Expenses

Operating lease payments
Payments made under operating leases are recognized in the Profit and Loss Statement on a straight-line

basis over the term of the lease.

Financial costs

Financial costs comprise interest payable on borrowings calculated using the effective interest
method, dividends on redeemable preference shares, interest receivable on funds invested, dividend

income, foreign exchange gains and losses.

Financial income

[nterest income is recognised in the Profit and Loss Statement as it accrues, using the effective
interest method. Dividend income is recognised in the Profit and Loss Statement on the date the
entity’s right to receive payments is established which in the case of quoted securities is ex-dividend

date.
Reclassification

Prior year balances have been reclassified to correspond to current year presentation where
considered necessary.
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Notes to and forming part of the accounts (continued)

EMPLOYEES
The number of employees at year end 2010 is 51 (2009: 51).
2010 2009
CASH AND CASH EQUIVALENTS $ 3
Cash on hand and at bank 1,091,772 770,792
Less: Bank overdraft 133,685 12,043
958.087 758.749
Interest on bank overdraft is charged at prevailing market rates.
TRADE AND OTHER RECEIVABLES
Trade and employee debtors 3,034,364 2,957,004
Amounts owed by related entities 827,809 1,041,008
3,862,173 3,998,012
Less: Provision for doubtful debts 2.000,000 2.000,000
1.862.173 1.998.012
PROPERTY, PLANT AND EQUIPMENT
Leasehold  Transmitterplant ~ Plant and Motor Furniture and
Land & Bldg  and Equipment Equipment Vehicles Fittings Total
Cost $ $ 8 $ $ s
At 1 January 2009 8,630,065 1,879,606 1,649,642 745,973 120,940 13,026,226
Additions during the year 133,054 40,574 128,141 - 24,253 326,022
Revaluation increment - - - - - -
Disposals during the year - . -
At 31 December 2009 8,763,119 1,920,180 1,777,783 745,973 145,193 13,352,248
Accumulated depreciation
At 1 January 2009 405,191 1,280,370 1,061,302 348,409 58,827 3,154,099
Charge for the year 412,406 192,019 177,778 74,598 14,519 871,320
Write back on revaluation - - - - - -
Disposals during the year - -
At 31 December 2009 817,597 1,472,389 1,239,080 423.007 73.346 4,025,419
Book value
At 1 January 2009 8.224.874 599,236 588,340 397.564 62,113 9.872,127
At 31 December 2069 7,945,522 447,791 538,703 322,966 71,847 9,326.829

Land and buildings were revalued as at Ist January 20

valuation reporfs.

10 by the directors based on independent
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Notes to and forming part of the accounts (continued)

2010 2009
TRADE AND OTHER PAYABLES 5 $
Trade creditors 891,238 1,022,939
Other creditors and accrued expenses 3,377,025 3,174,696
4.268.263 4,197.635
DEFERRED INCOME
Current
Program sponsorship and advertising revenue received in advance 98,194 27,629
Unexpended property, plant and equipment grants 21,185 21,185
119,379 48,814
Non-current
Unexpended property, plant and equipment grants 88,054 96,626
207,433 145.440
INTEREST BEARING LOANS AND BORROWINGS
Current
Loan from Credit Corporation (SI) Limited 52,436 55,499
Non-current
Loan from Credit Corporation (SI) Limited - 47,652
52.436 103.151
Credit Corporation (SI) Limited loan
The loan is denominated in Solomon Island Dollars. The loan is secured by a Wilson Generator
Parts with a purchase value of $99,520. The interest rate is 27.91% per annum and the term is 30
months. The default interest rate is 25% per annum.
EMPLOYEE PROVISIONS
Annual leave 8,179 8,179
Long service leave 4,718 4,718
12.897 12.897
Non-current
23.814 23.814

Long service leave

Long service benefit
The Corporation has provided for long service benefits which entitles employees who have
ths pay. The portion of the provision with a maturity of less

completed ten years service to six mon
than 1 year has been classified as current. The portion of the provision with an expected maturity of

greater than 1 year has been classified as non-current.
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Notes to and forming part of the accounts (continued)

2010 2009

ASSET REVALUATION RESERVE 3 $
Opening balance 8,790,056 ~
Revaluation increment during the year - 8,790,056

8.790.056 8.790.056
FINANCIAL INSTRUMENTS
Exposure to credit, interest rate and currency risks arise in the normal course of the Corporation’s
business.
Credit risk

Management has a credit policy in place and the exposure to credit risk is monitored on an ongoing
basis. Credit evaluations are performed on all customers requiring credit over a certain amount.
The Corporation does not require collateral in respect of financial assets.

At the balance sheet date there were no significant concentrations of eredit risk. The maximum
exposure to credit risk is represented by the carrying amount of each financial asset, in the balance

sheet.
Interest rate risk

The Corporation’s bank accounts are non-interest bearing, unless they are temporarily invested in
short-term deposits.

Effective Due within
Note interest rate Total 1 year
Cash and cash equivalent 3 0% 958,087 -
Loan - Credit 8 27.91% 52,436 52,436

Corporation (SI) Limited

Foreign currency risk

The corporation is occasionally exposed to foreign currency risk on purchases denominated in
currencies other than the Solomon Islands dollar. However, these purchases are infrequent and
usually paid for in advance of receipt of the goods, limiting the Corporation’s exposure to foreign

exchange risk.

Sensitivity analysis

The loan held by the Corporation has a fixed interest r
to interest rate risk. Due to the low exposures to interest rate risk, it is estimated that a movement of

one percentage point in interest rates or in the value of the Solomon Islands dollar against other
foreign currencies would not have a significant impact on the Corporation’s results for the year.

Fair values

The carry amounts of assets and liabilities shown in the balance sheet approximates their fair value.

ate for life of the loan, minimising the exposure
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Notes to and forming part of the accounts (continued)

RELATED PARTY TRANSACTIONS
Controlled entities

SIBC does not control any other entities.
Outstanding balances owing to SIBC:

Government House

Ministry of Agriculture and Livestock

Ministry of Commerce and Employment

Ministry of Commerce and Industries

Ministry of Culture and Tourism

Ministry of Economic Reform Unit

Ministry of Education - Stabex

Ministry of Education - Curriculum Development
Ministry of Education and Human Resources

Ministry of Education - NZ Aid

Ministry of Environment, Conservation and Meteorology
Ministry of Finance and Treasury

Ministry of Foreign Affairs and Trade

Ministry of Health, Disease Prevention and Control
Ministry of Health - Head Quarters and Ministry Office
Ministry of Health - Health Education Department
Ministry of Health - Reproductive Health and Family Planning
Ministry of Home Affairs

Ministry of Infrastructure Development

Ministry of Justice and Legal Affairs

Ministry Lands, Housing and Survey

Ministry of National Unity, Reconciliation and Peace
Ministry of Natural Resources - Dept of Minerals and Energy
Ministry of Natural Resources - Dept of Fisheries and Marine
Ministry of Planning and Aid Co-ordination

Ministry of Public Service

Ministry of Rural Development and Indigenous Business
Ministry of Youth Sports and Women Development
Ministry of Transport, Works and Utilities

National Disaster Management Office

National Parliament Office

Min of Police and National security

National Population Census Office

Office of Ombudsman of Solomon Islands

Office of the Prime Minister - Gov't Information Dept
Office of the Prime Minister - Constitution Reform Unit
Office of the Prime Minister - General Administration
Office of the Prime Minister - Public Service Division
Opposition Office

Provincial Governments

Solomon Islands Ports Authority

Solomon Islands Water Authority

2010 2009
$ $
- 2372
80,798 71,841
4,624 1,620
4,946 3,179
13,692 11,514
60 -
1,789 11,550
825 825
57,361 9,527
635 635
21,567 4,603
730 1,140
7.269 4,547
66,153 66,153
- (50)
109,137 237,790
14,827 14,827
4,987 3,715
3 3,779
8,954 -
47,788 95,466
34,334 23,726
« 3,276
12,194 12,194
16,963 .
10,471 .
8,774 .
2,869 648
1,646 1,138
84,029 -
96,849 309,918
11,199 9,307
9,803 6,222
4,625 4,625
21,018 21,018
658 17,974
7,970 5,605
¥ 12,312
3,268 2,068
48,498 65,444
3,023 -
3,476 -
827,809 1,041,008




