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Solomon Islangs Ports Authority
Directors’ report |

For the year ended 30 September 2018

The Board of directors present their report together wit

h the financia statements of the Solomon Islands Ports
Authority (“the Authority™) for the ye

ar ended 30 September 20138 and the auditorg’ report thereon,
- Directors

The Boatd of directors in office during the financial year ang at the date of thjs report were:
Name _

Mr. Billy Titiuiy (Chairman) _

Mr. Henry Murray (Vice Chairman)

Mr. Michael Aihikau (Deceased 14/06/2018)

Mr. Humphrey Tyra o

Mr. Johnny Sy

State of affajrs _
In the opinion of the Directors:

¢ there were ng sighificant changes in the State. of affairs of the'Authority durin
~ Treview niot otherwise disclosed in thig feport or the financiaj Statements;

‘o the accompanying statement of financial position gives 4 true and fair view of the state of affairs of the
Authority as at 30 September 2018 and the accompanying statement of profit or Jogs and other
comprehensive income, statement of changes in equity and statement of cash flows give a true and fajy view
of the results, changes in equity and cash flow, of the Authority for the yearthen ended, - -

g the financial year under

Principal activities
~The principa] a

ctivities of the Authority s providing and'manag_ing the port iﬁfrastructure and services in the
declared ports, - :

Resuits ' : _
The net profit of the Authority for the Yyear ended 30 September 2018 was $88,092,_780 (2017: $77,304,529)Q

Going Concerp

The directors believe that the authority wil] be able to continue to Operate for atleast 17 monthis from the_.date
of this report, : o

Reserves

There were no transfers of reserves in the statement of changes in equity durin

.Dividends

No dividends have been_ paid or declared since the end of the previoys financial vear, and the Directors do not
fecommend the declaration of a dividend. _ . '

Assets

" At the date of this report, the Directors were not aware of any circumstances which would render the valyes
fi _

attributable to the aggets in the financia} Statements misleading,

2|Page



Solomon Islands Ports Authority
Directors’ report (continued)
For the year ended 30 September 2018

Bad and Doubtful debts

At the date of this report, the Board members are not aware of any circumstances which would render the

amount written off for bad debts, or the amount of the provision for doubtfy] debts, inadequate to any
substantial extent.

Directors’ benefit

Events subs'equenf to balance date

~ There has not arisen in the interval between the end of the financial year and the date of this report-any item,
. transaction or event of a miaterial and unusual nature likely, in the opinion of the directors of the Authority, to

affect significantly the operations of the Authority, the results of those operations, or the state of affairs of the
Authority, in future financia) years,

Other circumstances

 Dated at Honiara this .3 of MMtJm 2019.

Signed in accordance with a resolution of the Board of Directors:

s (

Chairm;J\of th&oard \ : Director
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Solomon Islangs Ports Authority
Statement by Directors '

For the year ended 3¢ September 2018

In the opinion of the Directors;

@
®
©
@
" ©

NN
(g)

.........

Chairmairof the oard

the accompanying Statement of profit or loss and o

ther comprehensive income is drawn up 5o as to
give a true and fajr view of the results of the Authori

ty for the year ended 30'September 2018;

the accompanying Statement of financial position is
state of affairs of the Authority as at 30 September 2

its debts as and when they fall due;

all related party transactions haye been adequately recorded in the books of the Authority, and

the financia] statements have been
Reporting Standards (“IFRS»),

properly prepared in accordance with Internationa] Financia)
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Solomon Islands Office
of the Auditor-General

Operations, or has no realistic alternative byt to do so.

The Directors of the Authority are responsible for overseeing the Authority’s financial reportiﬁg process,

Auditor's Responsibilities for the Audit of the Financial Statements
My objectives are to obtain reasonable assurance about whe:

_ » but is not a guarantee that an audit conducted in
accordance with International Standards on Auditing (ISAs) wili always detect a materia] misstatement

‘when it exists, Misstatements can arise from fraud or error and are considered materia] if, individually or in

the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financia] statements. :




As part of an audit in accordance with I
skepticism throughout the audit. I also:

SAs, I'exercise professional judgment and maintain professional

tisk of not detecting a material
from error, as fraud may involve
or the_ override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but no

t for the purpose of expressing an opinion on the
effectiveness of the Authority’s internal control

misstatement resulting from fraud is higher than for one resulting
collusion, forgery, intentional omissions, misrepresentations,

Evaluate the appropriateness of accounting policiés used and
estimates and related disclosures made by management.

Conclude on the appropriateness of m’ﬁnagement’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or

conditions that may cast significant doubt on the Authority’s ability to continue as a going concern, If

1 conclude that a material uncertainty exists, I am required to draw attention in my auditors’ report to
the related disclosures in the financial statements or, if such disclosures are inadequate, to modify my

opinion. My conclusion is based on the audit evidence obtained up to the date of my auditor’s report;
and N : ' '

the reasonableness of “accounting

Evaluate the overall presentation, structure and
disclosures, and whether the financiat
manner that achieves fair presentation

content of the financial statements, including the
statements represent the underlying transactions and events ina

N

I communicate with the Directors of the Authority regardihg, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control
that I identified during my audit. '

Report on Other Legal and Regulatory Requirements

I have obtained all the information and exp
necessary for the purposes of my audit.

In my opinion:

lanations which, to the best of my knowledge and belief, are

i.) proper books of account have been kept by the Authority, sufficient to enable financial statements to be
prepared, so far as it appears from my examination of those books; and

if) to the best of my knowledge and according
statements give the information re
required.

iit) the Authority has not complied with the requirements of the Public Finance and Audit Act [Cap I 20] and
the State Owned Enterprises Act 2007 which reauires th ! '

were not presented to me until 22 March 2019,

Peter Lokay
Auditor-General

Date.‘.”’:‘.‘/l._.mwd Q2377 :

Office of the Auditor-General
Honiara, Solomon Islands

to the information and explanations given to us the financial - _
quired by the Section 23(3) of the Ports Act (Cap 161), in the manner so




~ Solomon Islands Ports Authority

Statement of profit or |

0ss and other comprehensive income

For the year endeq 30 September 2018 _

Revenue
| Other income
Change in fair value of.investmen't prdpertiés
Release of deferred revenue
Operational eXpenses .

Administrative and other operating expenses

Profit from Operations

Finance income

Finance cost
Net finance cost .

Net profit before tax
Income tax

Net'profit for the year
Other comprehensive income

Total comprehensive income for the year

The abovestatement of profit or Jogg (
accompanying notes set out on pages 11-26,

'Refer to note 23

d other com

p

Note 2018 2017
$ $

(Restated)!

5 205,932,973 195,275,908
6 20,968,817 15,263,032
4 1583407 .
18 3,510,258 3,510,258
7 (63,821,715 (65,527,067
8 _ (81,363,047 _(72,129.808)
86,810,693 | 76,392,323

1,379,479 973,879

(97,392) (61,673)
1,282,087 912,206
88,092,780 77,304,529

3(g L - -
88,092,780 77,304,529
88,092,780 77,304,529

rehensive incomeshould be reaq in conjunction with' the

T[Page



Solomon Islands Ports Authority
Statement of financial position

- As at 30 September 2018
2018 2017 2016
$ § $
ASSETS (Restated)! (Restated)"
Current assets - Note - =
Cash and cash equivalents 10 180,255,739 180,350,948 138,902,849
Trade and other receivables 11 60,311,905 51,108,952 - 37,777,951
Inventories 12 715,987 1,026,721 2,338,135
Investments _ 13 50,984,115 20,984,115 084,115
Total current assets ' 292,267,746 253,470,736 180,003,050
Neon-current assets _ :
Investment property 14 35,054,383 31,668,476 31,668,476
Property, plant and equipment 15 508,118,215 479,179,347 473,361,709
Total non-current assets 543,172,598 510,847,823 505,030,185
Total :éssets 835,440,344 764,318,559 685,033,235
LIABILITIES
Current liabilities o '
Trade and other payables _ 16 14,036,354 28,992,888 26,215,302
Employee benefits o 17 9,189,699 8,100,278 6,200,512
Deferred revenue 18 3,510,258 3,510,258 3,510,258
Total current liabilities ' 26,756,311 40,603,424 35,926,072
Non-current Habilities | _
Employee benefits ' 17 1,316,814 930,438 116,736
Deferred revenue - 18 164,689,586 168,199,844 171,710,102
Total non-current liabilities ' 166,006,400 169,130,282 171,826,838
Total liahilities 192,762,711 209,733,706 207,752,910
Net__ﬁssets 642,677,633 554,584,853 477,280,325
EQUITY :
SIG equity contribution 402,824 402,824 402,824
Retained earnings 393,451,594 305,358,814 228,054,286
Asset revaluation reserves 248,823,215 248,823,215 248,823,215
Total equity 642,677,633 554,584,853 477,280,325
Signed in accordance with the resolution of the .Boar of Directors:
) iR |

Chair}l\*n.of the Boar;r Director

The above statement of financial position shouid be read in conjunction with the accompanying notes set out

on pages 11-26.
'Refer to note 23
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Solomon Islands Ports Authority

Statement of changes in equity

For the year ended 30 September 2018

Balance as at 1 October 2016 (as
previously reported)

Adjustment '(re'fer note 23)
Restated balance as at 1 October 2016

Total comprehensive income for the year

Net profit for the year{restated)
Other comprehensive income

Restated balance as at 30 September 2017

Restated balance as at 1 October 2017
Total comprehensive income for the year
Net profit for the year

Other comprehensive income

Balance as at 30 September 2018

Asset

Solomon Island
"~ Government . revaluation Retained
contribution reserve earnings Total
8 $ ' $ $
402,824 _248,823,2-15 259,899,902 509,125,941
- - _(L845616) (31,845,616
402,824 248.823.215 228,054,286 477,280,325
- - 77,304,529 77,304,529_
402,824 248,823,215 305,358,815 554,584,854
402,824 248,823,215 305,358,815 - 554,584,854
- - 88,002,779 88,092,779
402,824 248823215 393451504 642,677,633

The above statement of changes in equity should be read in conjunction with the accompanying notes set.out

on pages 11-26,

Qiluge




Solomon Islands. Ports Authoritys
Statement of cash flows

For the year ended 30-S¢ptember 2018

Note 2018 2017
: $ §
- Cash flow from Operating activities .

Receipts from Customers ' 210,594,098 197,063,682

Payments to suppliers and employees o (130,089,084) (95,614,237)

Bank fees paid : : - (97,392) - (61,673)

Interest received _ _ 1,044,124 ‘ 209,436
Net cash flows from operating activities

81,451,746 101,597,208
—2:31,746 — 074,208
‘Cash flow useqd in investing activities '

Acquisition of investment securities : 30,000,000y (20,000,000)
Acquisition of Property, plant and equipment (51,561,887) (40,149,109)
- Proceeds from disposal of property, plant and equipment 14,932 :

Net cash flows (used in) investing activities

(81,546,955) (60,149,103)

Cash flow from financing activities

Dividend paid : _ : o - -
Borrowings repayment L . - .
Cash flows from financing activitieg ' - _ -
Net (decrease) / increasein cash and cash equivalents ' - (95,209) 41,448,009
Cash and cash equivajent at the beginning of the year o _ 180,350,948 138,902,849
Cash and cash equivalents at the end of the financig] _ S '
year 10 180,255 739 180,350,948

The above staternent of ¢

ash flows should be yeaq in conjunction with the accompanying notes set oyt on
pages 11-26, ' : '

lO[Puge




Solomon Islands Ports Authority

Notes to and forming part of the financial statements
For the year ended 30 September 2013 |

1. General information

- The Solomon Islands Ports Authority (“the Authority™) is domiéi]ed in the Solomon Islands,

2. Basis of preparation

(a) Statement of compliance

The financial statements of the Authorityhave been brepared in accordance with International Financial
- Reporting Standards (‘IFRS*) and the provisions of the Ports Act (CAP.161). '

| (b) Basis of measurement

The financial statements have been prepared under the historical cost basis and do not take into account
changes on money values except for investment property and land & buildings in propetty; plant and

. €quipment which is matured at fair value. Non-current assets are stated at the lower of carrying amount and
fair value less costs to sell, ' . : -

IFRS 16 ‘Leases’, removes the classification of leases as either operating leases or finance leases — for the

lessee - effectively treating all leases as finance leases. Short-term leases (less than 12 months) and leases
- of low-value assets (such as personal computers) are exempt fr

- are also changes in accounting over the life of the lease. In particular

IFRS 15 ‘Revenue from contracts with customers’, replaces existin

including [AS 18§ ‘Revenue’, 1AS 11 ‘Construction Contracts’ and IFRIC 13 ‘Customer Loyalty
Programmes’ and establishes a comprehensive framework for determining whether, he

IFRS 9, published inJuly 2014 replaces the existing guidance in IAS 39 Financial Instruments: Recognition
and Measurement. IFRS 9 includes revised guidance on the classification and measurement of financial

instruments, including a new expected credit loss mode] for calculating im_pairment on financial assets, and
the new general hedge accounting requirements. It aiso carried fo _ ic ecogniti

derecognition of financial instruments from IAS 39.The standard is
beginning on or after | January 2018, with early adoption permitted.

li|Page
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Solomon Islands Ports Authority
~ Notes to and forming part of the financial statements

2,

(a)

- For the year ended 30 September 2018

Basis of preparation (continued)

(d) Use of estimates and judgment

The preparation of ‘the financial statements in conformity with IFRS requires management to' make
Jjudgements, estimates and assumptions that affect the application of accounting policies and the reported
amounts of assets, liabilities, income and expenses, Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accoﬁ'ntin'g estimates
are recognised in the period in which the estimates are revised and in any future periods affected,

Information about critical Jjudgments in applying accounting policies that have the most significant effect
on the amounts recognised in the financial statements i included in the following notes:

* Note 3 (h) -~ Investment properties revaluation
* Note 3 (¢) - Trade and other receivables
* Note 3 (1) - Employee benefits

(e) Changes in accounting policy and disclosures

During the financial year, the directors and management resolved to change the accounting policy adopted
for long-term benefit such as long-service and early retirement leave.

Prior to May 2018, liabilities for these long-term employees entitlements were accrued in respect of all
employees at thé present value of the future amounts expected to be paid but these were not expected to be
settled or paid until an employee had served 25 years of continuous employment service. In May 2018, the
Directors and management resolved that employees can utilize their long-service leave that have been
accrued once the employee has served at least 5 years of employment.

The effects of the changes in accounting policy is noted in 23.

Statement of significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented in the financial
statements. - '

Foreign currency translation
(i) Functional and presentation currency -

The functional currency adopted in the pfeparation of the financial statements is the Solomon Islands

currency, the Solomon Islands dollar which is also the Authority’s presentation currency. All amounts have
been rounded to the nearest dollar, unless otherwise indicated. L

(ii) Foreign Currency Translation

Transactions in foreign currencies are translated to Solomon Islands dollar at the exchange rates prevailing
at the date of the transaction. Foreign exchange differences arising on translation are recognised in profit

or loss, Foreign currency monetary assets and liabilities are translated at the exchange rate prevailing at

balance date. Resulting exchange differences are recognised in profit or loss for the year. Non-monetary

assets and liabili_ties denominated in foreign currency are recorded at the exchange rate prevailing at the
date of the transaction. :

12|Page




Solomeon Islands Ports Authority

Notes to and forming part of the financial statements

For the year ended 30 September 2018

3. Statement of significant accounting policies (continued)

(b

(©

Property plant and equipment

Items of property, plant and equipment are initially measured at cost less accumulated depreciation and any

accumulated impairment losses. Land and buildings are initially recognised at cost less accumulated
depreciation and subsequently revalued to fair value,

Costs includes expenditures that i directly attributable to the acquisition of the asset, Purchased software
that is integral to the functionality of the related equipment is capitalised as part of that equipment.

Any gain or loss on disposal of property, plant and equipment (calculated as the difference between the net

proceeds from disposal and the carrying amount of the asset at the time of disposal) is recognised in profit
or loss.

Subsequent expenditure

Subsequent expenditure is capitalised only when it is probable that the future economic benefits of the
expenditure will flow to the Authority. Routine ongoing repairs and maintenance are expensed as incurred.

Depreciation

Items of property, plant and equipment are depreciated from the date they are available for use,
Depreciation is charged on a straight line basis over the estimated useful lives of the assets.

The rates of depreciation used are based on the following estimated useful lives:

Leasehold land and properties  Over the period of lease

Land and buildings 10 to 50 years

Wharves-and jetties 5 to 50 years

Vehiéles 5to 15 years

Plant and equipment 5 to 15 years
Deferred income

Property, plant and equipment acquired with the aid of specific grants are capitalised and depreciated in
accordance with the above policy, with the related grant being credited to the deferred income as a liability
and released to profit or loss over the expected useful economic life of the related property, plant and

equipment.
Impairment

The carrying amounts of all assets are reviewed at each balance date to determine whether there is any
indication of impairment. If any such indicationexists, then the assets recoverable amount is estimated.

- An impairment loss is recognised whenever the cartying amount of an asset or its cash-generating unit

- exceeds its recoverable amount. Impairment losses are recognised in the statement of profit or loss, unless

- -an asset has previously been devalued, in which case the impairment loss is recognised as a reversal to the

(@)

- extent of that previous revaluation with any excess recognised through profit or loss.

Inventory - )
Inventory are valued at the lower of cost and net realisable value. Net realisable value is the estimated

selling price in the ordinary course of business, less the estimated costs of completion and selling expenses.
The cost of inventory is based on the first-in-first-out basis. S '

13|Page




- Solomon Islands Ports Authority

Notes to and forming part of the financial stateinents
For the year ended 30 September 2018

3. Statement of significant accounting policies (continued)

- {€)

~ the effective interest method, less allowance for impairment, ‘A
‘receivables is established when there is objective evidence that the

®

B (®

- which states that the Authority is exempt from tax on the condition that income is no

(h)

M

BN
- Investments are non derivate assets with a fixed or determinable payments fixed maturity that the Authority
-has-a positive intent and ability to hold to maturity. Investments are carried at amortised cost using the

Trade and other receivables

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost using

n allowance for impairment of trade

Revenue recognition
L Rendering of port services

Revenue from providing all port services and managing pott infrastructure is recognised on an accrual basis

as services were rendered. Revenue is recognized to the extent that it is probable that the economic benefits
will flow to the entity and revenue can be reliability measured.

Tax expense

The Authority is exempt from income tax pursuant to Sche_dulé 3 of the Solomon Islands Income Tax Act,

' t derived from haulage,

sea transport or from the provision of warehousing in a warehouse appointed as a private warehouse under

Section 2 of the Customs and Excise Act.

Investment properties revaluation

Investment property is initially recorded at cost and subsequently at fair value with any change therein
recognised in profit and loss. When investment property previously was classified as property,plant and

equipment is sold any related amount included in the asset revaluation reserve is transferred to retained
earnings. .

Any gain or loss on disposal of investment .pr'dperty (calculated as the net proceeds from disposal and the
carrying amount of the item) is recognised in profit or loss.

Investment property rental income

Rental income from investment property is recognised as other income on a straight-line basis over the term

of the lease. Lease incentives granted are recognised as an integral part of the total rental income, over the
term of the lease. - o o

Trade and other payables

Liabilities for trade payable and other amounts are credited at the fair value of the consideration to be paid '
in the future for goods and services received whether or not billed to the Authority, A provision. is

recognized in the statement of financial position when the Authority has legal or constructive obligation as

a result of past event, and it is probable that an outflow of economic benefits will be required to settle the
obligation. '

Investments

effective interest method. Investments comprise of term deposits and since they are not quoted in an active
market they are classified as loans and receivabels. .

[d|Page-




Solomon Islands Ports Authority

Notes to and forming part of the financial statements |
For the year ended 30 September 2018 |

3. Statement of significant accounting policies (continued)

(&) Cash and cash equivalents :
Cash and cash equivalents comprise cash balances,
maturity of less than three months, Bank overdrafts tha

of SIPA’s cash management are included as a compo
the cash flow statement.

call deposits and term deposits with the original
tare repayable on demand and form an integral part
nent of cash and cash equivalents for the purpose of

() Employee benefit
Short-term employee benefits

Short-term employee benefits comprising of accrued wages and salaries, bonus, annual leave and

entitlement to Solomon Islands National Provident Fund are measured on an undiscounted basis and are
expensed as the related service is provided. '

Liabilities recognised in respect of short

-term employee benefits expected to be seftled within 12 months, -
are measured af their nominal values usi

ng the remuneration rate expected to apply at the time of settlement,
Long-term employee beheﬁts

Long-term employee benefits comprises of long service leave and early retirement benefit,

The Authority’s net obligation in respect of long-term employee benefits is the amount of future benefits that

employees have earned in return for their service in the current and prior periods. That benefit is discounted to
determine its present value.

15|Page




Solomon Islands Ports Authority

Notes to and forming part of the financial Statements
For the year ended 30 September 2018

3. Statement of significant accounting policies (continued)

(m) Operating leases

(m)

(0)

(m

Payments made under of erating leases are recognised in profit or loss on a straight-line basis over the term
of th t

e lease. Lease incentives received are recognised in profit or loss as an integral part of the total lease
expense and spread over the Jease term

Net financial costs

Finance income comprises of interest earned on investments and operating bank accounts, Interest income

is recognised as it accrues in profit or loss, using the effective interest method. Financial cOsts comprise of
bank charges and interest paid on overdraft accounts,

Goods and sales tax

Revenue, expenses and assets are recognised net of

the amount of goods and sales tax (GST), except where
the amount of GST incurred is not recoverable fro

m the taxation authority. In these circumstances, the GST
is recognised as part of the cost of acquisition of the asset or as part of the expense. Receivables and

payables-are stated with the amount of GST included. The net amount of GST recoverable or payable is
included as a current asset or liability in the statement of financial position.

Cdmpérat’ive_ figures

Where: necessary, comparative figures have been changed to conform to changes in presentation in the
current year, .

Financial risk management

Overview
The Authority has exposure to the following risks:
(i) credit risk; '
(ii) liquidity risk; and
(iif) market risk.

. This note presents information about the Authority’s exposure to each of the above tisks, the Authority’s

objectives, policies and processes for measuring and managing risk, and the Authority’s management of

capital. Further quantitative disclosures are included throughout these financial statements.

~ Risk management framework

The Board of Ditectors has overall responsibility for the establishment and oversight of the Authority’s risk
management framework. The Authority’s risk management policies are established to identify and analyse
the risks faced by the Authority, to set appropriate risk limits and controls, and to monitor risks and

adherence to limits. Risk management policies and systems are reviewed regularly to reflect changes in
market conditions and the Authority’s activities.

(i) Credit visk
Credit risk is the risk of financia! loss to the Authority if a customer or counterparty to a financial instrument

fails to meet its contractua) obligations, and arises principally from the Authority’s cash at bank and
receivables. a :

The carrying amount of financial assets represents the maximum credit exposure.

The Authority’s exposure to credit risk is influenced mainly by the individual characteristics of each

customer.. However, management also considers- the demographics of the Authority’s customer base, -

including the default risk of the industry as these factors may have an influence on credit risk.

16|Fage




Solomon Isla_nds Ports Authority
Notes to and forming part of the financial statements
For the year ended 30 September 2018

4. Financial Risk Management (continued)
(1) Credit risk (continued)

Trade and other receivables

to the Authority’s corporate customers. The Authority establishes an allowance for impairment that

represents. its estimate of incurred losses in respect of trade receivab

les. The main components of this

‘allowance are a specific loss component that relates to individually- significant exposures. The Authority
does ot require collateral in respect of financial assets. Management has a credit policy in place and the

eXposure to credit risk is monitored on an ongoing basis. The Authority has credit risk ari
exposure to customers, including outstanding receivables. The level of credit gran

sing from credit
ted is regularly

monitored.
: Note : 2018 2017
$ $
Cash and cash equivalents 180,248,645 180,350,730
Trade and other receivables i1 60,311,905 51,108,952
Investments 13 50,984,115 20,984,115
L 291,544,665 252,443,797
As at 30 September 2018, the aging of gross trade receivables was as follows:
2018 2017
$ 3
Neither past due nor impaired o 571,928 1,018,925
~ Past due 1-30 days . 13,587,661 8,307,412
Past due 31-60 days B 13,166,012 7,699,375
Past due 61-90 days o 3,788,492 2,353,222
Past due greater than 90 days o 19,375,288 14,533,343
- 50,489,381 33,912,277
The movement in the allowance for doubtful debts in respect of trade receivables during the year was as
follows: '
. 2018 2017
5 $
Balance at 1 October 7,107,899 5,928,723
Allowance for doubtful debt recognised : 2,521,649 1,179,176
Balance as 30 September o 11 9,629,548 7,107,899

(1i) Liquidity visk.

Liquidity risk is the risk that the Authority will not be able to meet its financial obligations as they fall d_ﬁé.‘ E

The Authority’s approach to managing liquidity is to ensure, as far as possible, that it will always have
sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the Authority’s reputation, Liquidity risk is considered

minimal as all liabilities of the Authority are payable within 12 months,

(i) Market risk

-Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates will
-affect the Authority’s income or the value of its holdings of financial instruments. The objective of market
risk management is to manage and control market risk exposures within ‘acceptable parameters, while

optimising the return. Market risk is considered minimal for the Authority,

17|Page




Solomon Islands Ports Authority

Notes to and forming part of the financial statements
For the year ended 30 September 2018

4. Financial Risk Management (continued)
(iii) Market risk (continued)

Currency risk

The Authority is exposed to currency risk to the extent that there is a mismatch between the currencies in
which purchases, and borrowings are denominated and the respective functional currencies. The

Authority does not have significant exposure to currency risk.

(v) Capital management

The Authority's capital includes Solomon Islands Government contribution, asset revaluation reserves and

retained earnings.

The Authority’s-policy is to maintain a strong capital base 50 as to maintain creditor and market confidence
and to sustain future development of the business, The Authority is not subject to any externally imposed
capital requirements. There have been no material changes in the Authiority's management of capital during

the year.

The Authority’s adjusted net debt to equity ratio as at 30 September was as follows:

Note . 2018 2017

- 8 $

. : ' _ o K L (Restated)
- Total liabilities o 192,359,512 209,733,706
Less: cash and cash equivalents10 : __{(180,255,739) (180,350,948)
Adjusted net debt . o 12,103,773 29,382,758
Total equity =~ TR 660,220,290 569,016,630
Adjusted net debt to equity ratio - 1.8% 5.1%
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Solomon Islands Ports Authority

Notes to and forming part of the financial statements
For the year ended 30 September 2018

2018 2017
S $
(Restated)
Revenue
Anchorage : 361,698 390,198
Berthage - overseas ship 13,653,182 13,567,541
Container cleaning 3,533,317 3,931,602
Handling 15,307,976 12,441,203
Port machinery hire 12,333,833 11,971,065
Pilotage and moormg lme fees 22,317,484 23,846,985
Port dues 1,037,377 1,208,988
Stevedoring 55,783,436 51,866,794
Storage 21,593,475 19,803,290
Tonnage dues 42,062,836 39,991,513
Wharfage 11,500,971 10,113,269
Port utilisation 6,447,388 6,143,460
205,932,973 195,275,908
Other income
Environment fee — overseas ships 337,262 239,199
Investment property rental income 6,110,495 6,382,468
Overtime recovery and rations 8,169,519 2,686,739
Power and water sales - 1,933,378 1,152,370
Wharf entry fees -~ 4,286,079 4,802,256
Other income 132,084 L.
20.9638,817 15,263,032
Operational expenses -
Depreciation 21,044,394 19,705,735
Electricity and water 3,113,270 2,979,687
Employees amenities 94,378 877,396
Fuel 3,427,929 3,760,422
Insurance 1,036,200 1,862,563
Personnel expenses 33,462,984 29,253,648
Repair and maintenance 472,878 188,708
Uniforms 5,040 3,579,640 -
Other costs of sales 1,164,642 3,319,268
: : 63,821,715 65,527,067
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Solomon Islands Ports Authority

Notes to and forming part of the financial statements
For the year ended 30 September 2018

Restated
Note 2018 2017
_ h) $

8 Administrative and other operating expenses
Auditors remuneration 300,000 850,164
Bad and doubtful debts- 3,131,919 1,179,176
Computer consumables 1,962,450 278,893
Consultancy services 374,492 7,285,912
Depreciation o 2,338,266 2,323,577
Board of director’s expenses 20 2,735,732 2,127,959
Electricity and water 3,367,980 4,225,166
Land rents and rates 3,022,548 3,089,904
Legal expenses 127,759 (1,529,032)
Personnel expenses - 45,883,399 33,183,673
Postage, telephone and fax 1,691,941 1,751,341
Printing and stationeries 946,753 1,090,837
Repaits and maintenance 4,671,457 3,691,226
Travel allowances 5,046,982 4,669,672
Entertainment 613,677 587,152
Donation 825,507 538,332
Write-off of work in progress - 4,958,978
Write-off deposit on asset 2,535,996 = .
Other operating expenses 1,786,180 1,826,878
81,363,047 72,129,808

9. Personnel expenses

Salaries and wages 39,621,910 - 32,129,947
National Provident Fund 4,053,554 - 2,527,316
Other staff benefits and costs 35,670,919 27,780,058
79,346,383 62,437,321

The average total number of employees during the year ended 30 September 2018 was 471 (2017: 498).

10.-  Cash and cash equivalents

For the purposes of the statement of cash flows, cash and cash equivalents comprise the following:

- Cash at bank : 169,882,078 170,150,472
Short term deposit with original maturity less than 3 months 10,366,567 10,200,258
Cash on hand 7,004 218
180,255,739 180,350,948

Short term deposits are held with Pacific Oceanic Bank at an interest rate of 2% maturing in October 201 8.

11.  Trade and other receivables
Trade receivables

50,489,381

33,912,277
Less allowance for doubtful debts 4 (i) (9,629,548) (7,107,899)
' : ' 40,859,833 26,804,378
Prepayments 9,139,321 14,057,766
Other receivables 8,729,656 8,663,713
Over-payment ADB loan 1,583,095 1,583,095
60,311,905 - 51,108,952

" 12.  Inventories L
715,987 1,026,721
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Solomon Islands Pozi‘t'sliAuthority
Notes to and forming part of the financial statements
For the year ended 30 September 2018

2018 2017
$ $
13.  Investments A ' '
Short term deposit 50,984,115 20,984,115
The Authority has term de

ranging from 0.75% to 4% per annum maturing in December 2018.

‘14, Investment properties

posits with Bank of South Pacific and Pan Oceanic Bank at an interest rate

Balance at the beginning of the financial year — at fair value 31,668,476 31,668,475
Changes in fair value 1,583,407 -

~ Reclass from Property, plant and equipment 1,802,500 -

~ Balarnce at the ending of the financial year — at fair value 35,054,383 31,668,476

~ Investment property comprises of commercial and residential

* Each lease contains a lease period of 3 and 50 years respectiv
upon renewal indexed to the Honiara retail
lessee. '

Rental income from investment pro
income (Note 6).

Fair value hierarchy
The fair value of investment property was determined by
appropriate recognised professional qualifications and r
the property being valued. The inde
property portfolio every 12 months.

Valuation techniques and significant unobservable inputs
The following table shows the valuation techni
properties, as well as significant unobservable inputs used.

Valuation technique Significant unobservable Inter-relationship

inputs between key
unobservable inputs and

fair value measurement

Replacement cost method: where the | o Depreciation rate | The estimated fair value
improvements are valued using applied. would increase (decrease)
current replacement cost and an » Locality of . the: _i’f:: SRR
allowance for depreciation and |- property © .| depreciation rate were
obsolescence plus the frechold value | .Pro_ximity to  civic | lower (higher);
of the land (notable sales of * amenities » the property located in
comparable vacant sites within * Topography/geograph urban locality;
Honiara are noted). ical feature of the land | » closer to  civic

' ' Demand for the land amenities;

* the higher the
demand for the land.

21|Page

property that are leased to third parties.
ely with annual rental subject to increase
price index. Subsequent renewals are negotiated with the

perties of $6,110,495 (2017: $6,382,468) has been recognised in other

an external, independent property valuer, having
ecent experience in the location and category of
pendent valuer provide the fair value of the Authority’s investment

Que used in measuring the fair value of investment
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Solemon I-s"lan'ds'-Ports Authority

Notes to and forniing part of the financial statements

For the year ended 30 September 2018

19.

The deferred revenue relates to the international wharf whi
grant was initially recognised as deferred revenue and subse
straight-line basis over the useful life of the acquired asset,

There were no unfulfilled conditions and other coﬁtingencies.

Equity

Restated Restated
2018 2017 2016
$ $ $
16. Trade and other payables
Trade payables 4,442 670 4,800,970 1,736,115
Other payables and accrued expenses 9,613,684 24,191,918 24,479,187
: ' 14,056,354 28,992 888 26,215,302
17, Employee' entitlements
. Current ' 0,189,699 8,100,278 6,200,512
Non current 1,316,814 930,438 116,736
: 10,506,513 9,030,716 6,317,248
Movement is made up of the following:
Opening balance 9,030,716 6,317,248 5,782,725
Provisions made during the year 8,300,725 9,587,400 3,845,082
Provisions utilised during the year {6,824,928) (6,873,932) (3,310,559)
' | Closing balance 10,506,513 9,030,716 6,317,248
' 18; Deferred revenu_é
Current 3,510,258 3,510,258
Non-current 164,689,586 168,199,844
168,199,844 171,710,102
Opening balance 171,710,102 175,220,360
Less: Depreciation charge for the year (3,510,258) (3,510,258)
Closing balance 168,199.844 171,710,102

ch was funded by the Government of J apan. The
quently amortized to profit or loss as income on a

Equity comprises of Solomon Island Government _c'o_ntribution, retained earnings and asset revaluation h

reserves.

Solomon Islands Govemmerit-e_quity_ contribution comprises of initial contribution by the Solomon Islands
Government at the inception of the Authority. ' o
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Solomon Islands Ports Authority

Notes to and forming part of the f-ina_néial statements
For the year ended 30 September 2018 -

20. Related parties

(a) Identity of related parties

The following were Board of Directors of the Authority during the period:

Name

Mr. Billy Titulu - Chairman

Mr. Henry Murray - Deputy Chairman

Mr. Humphery Tura 3

Mr. Michael Ahikau (Deceased 14/06/20 18)
Mr. Johnny Sy

Director’s fees and related expenses amounting to $2,735,732 were incurred and paid during the period
(2017: $2,127,959).

(b) Key management personnel
In addition to the Board of Directors, key management personnel are those persons having authority and

responsibility for planning, directing and controlling the activities of the entity, directly or indirectly
(whether executive or otherwise) of that entity.

During the period, the following persons were the executives identified as key management personnel, with

the greatest authority and responsibility for planning, directing and controlling the activities of the
Authority. o :

Name Designation
Mr. Eranda Kotelawala Chief Executive Officer
Mr, George Rausi ' Director Finance
Mr. GlynJoshua - =~ - Director Commercial
Mr. Judah Kulabule ' Director Harbour Master
Mr. Ronald Ivupity Director Engineering
Mr. John Hugo Bugoro Director Operations
M. Benny Legua - Director Corporate Services

The aggregate compensation of the key management personnel for the Authority comprises of short term
benefits and is set out below:

2018 2017

3 .8

Short term benefits . 4’344’307 : : 3,086,283
(¢} Amounts receivable related parties _ . _ _
Overpayment of ADB loan by the Authority to SIG 1,583,095 1,583,095 .
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Solomon Islands Ports Authority

Notes to and forming part of the financial statements
For the year ended 30 September 2018

21. Capital commitments

Capital commitmenté_as at 30 September 2018 was $Nil (2017: $0).

22. Contingent liabilities

The Authority is not aware of any contingent liabilities as at 30 September 2018(2017: $Nil).

23. Correction of errors

- During the financial year, the Authority was subject to a pay-as-you
Division of Solomon Islands whereby it was discovered that
tesulted in: SDB $17,188,255 reported to be under-
salaries since 2012 of which SBD $560,113 relate
approved by the Inland Revenue Division of Solo
discovered that the land rates on properties occu
amount invoiced by the commission for the pe
leasehold land acquired by the Authority in pri
equipment in note 15 had errorneously not been

The prior period errors highli
line items for prior periods.

Statement of financia) position

-earn (PAYE) tax audit by the Inland Revenue
PAYE taxes had been erroneously deducted which
deductions by the Authority from the employee’s wages and
d to the current period under audit. The final settlement was
mon Islands and agreed by the Authority. The Authority also
pied by the Authority had not been accrued since 2014, The
riods 2014 —~ 2017 was SBD $4,997,500. Additoinally, the
or years and included in the Authority’s property, plant and
depreciated over the term of the lease.

ghted above have been corrected by restating each of the affected financial statement
The following tables summaries the impacts on the Authority’s financial statements.

Empact of restatement
As previously reported Adjustments Restated
2017 2016 2017 2016 2017 2016
Property, plant and equipment 493,611,124 | 484,908,711 | (2,884,775) | (11,547,002) | 479,179,347 | 473.361.309
Total nen-current assets 525,279,600 | 516,577,187 (2,884,775) | (1 1,547,002) | 510,847,823 505,030,185
Total assets 778,750,336 | 696,580,237 | (2,884,775) (11,547,002) | 764,318,559 685,033,235
‘Trade and other payables 7,367,245 7,599,993 3,010,334 18,615,309 | 28,992,888 26,215,302
Employee benefits (current) 2,633,052 1,050,940 317,654 5,149,572 8,100,278 6,200,512
Employee benefit (non current) 3,172,716 3,583,003 1,223,989 | (3,466,267) 930,438 116,736
Total current liabilities 13,510,555 12,161,191 3,327,988 | 23,764,881 40,603,424 35,926,072
Total non current liabilities 171,372,560 | 175,293,105 1,223,989 (3,466,267) | 169,130,282 171,826,838
Total liabilities 184,883,115 | 187,454,296 4,551,977 20,298,614 | 209,733,706 207,752,910
Net assets 593,867,221 | 509,125,941 (7,436,752) /| (31,845,616) | 554,584,853 477,280,325
Retained earnings 344,641,182 | 259,899,902 (7,436,752) (31,845,616) 305,358,814 228,054,286
Total equity 593,867,221 | 509,125,941 (7,436,752) (31,845,616) ! 554,584,853 477,280,325
Statement of profit or loss and other comprehensive income S
. S o Impact of restatement :
As previously reported 2017 Adjustment Restated 2017
Operational expenses ' . ' (61,501,521) {4,025,546) (65,527,067
| Administrative and other operating expenses (68.718,602) (3,411,206) (72,129,808)
Profit from operations B ' 83,829,075 (7,436,752) 76,392,323 |
Net profit before tax 84,741,281 (7,436,752 77,304,529
Net profit for the year 84,741,281 (7,436,752) 77,304,529
Total comprehensive income for the year 84,741,281 (7,436,752)

77,304,539 | -
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Solomon Islands Ports Authority

Notes to and forming part of the financial statements
For the year ended 30 September 2018

24. Events subsequent to balance date

There has not arisen in the interval between the end of the financial year and the date of this report any-
item, transaction or event of a mat

erial and unusyal nature, in the opinion of the directors, to affect:
significantly the operations of the Authority in subsequent financial years.
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