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State Owned Enterprise Information

Solomon Islands Postal Corporation (trading as Solomon Post) is a State Owned Enterprise incorporated under the Solomon
Islands Postaj Corporation Act 1996, commencing operations on 1% Janwary 1997 and domiciled in the Solomon Istands.

The functions of the Corporation are to:
a)  Provide postal services within Solomon Islands and other countries;

b) Carry on any business or activity relating to postal services; and
¢)  Carry on any business or activity which is incidental to those mentioned in paragraphs (2) and (b).

Registered Office

PO Box 1930
Heniara

Principal Place of Business

GPO Building

Mendana Avenue
Honiara
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Directors’ report

The Directors present their report together with the financial statements of Solomon Islands Postal Corporation
(*the Corporation®) for the year ended 31 December 2010 and the Independent Audit Report thereon.

Directors

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

Date of Position
Name Appointment Date of Revocation
2008
Hon. Patrick Vahoe Jr. 04/09/2008  Chairperson 01/12/2008
Mr. Robert Bokelema 04/09/2008 Deputy Chairperson Current
Mr. Dudley Mazini 20/03/2008 Member Current
Mr. Alex Nindi 20/03/2008 Member Current
Mrs. Doreen Ata 20/03/2008 Member Cwrent
Hon. Walter Folotalu 01/12/2008 Chairperson Current
2009
Hon. Walter Folotalu 01/12/2008 Chairperson Current
Mr. Robert Bokelema 04/09/2008 Deputy Chairperson Current
Mr. Dudley Mazini 20/03/2008 Member 03/02/2009
Mr. Alex Nindi 20/03/2008 Member Current
Mrs. Doreen Ata 20/03/2008 Member 19/11/2009
Mr. Edward Ronia 03/02/2009 Member 30/09/2009
Mr. Gideon Zoleveke 30/09/2009 Member Current
Ms Susan Votu 19/1172009  Member Current
Mr. Harrison Tahimana 03/02/2009 Member Current
2010
Hon. Walter Folotalu 01/12/2008  Chairperson 21/05/2010
Mr. Robert Bokelema 04/09/2008 Deputy Chairperson Current
Mr, Alex Nindi 11/03/2010 Member Cumrent .,
Mr. Gideon Zojeveke * 30/09/2009 Member Current
Ms Susan Votu 19/11/2009 Member Current
Mr. Harrison Tahimana 03/02/2009 Member Current

Principal activities
The principal activity of the Corporation during the course of the financial year ended 31 December 2010 was the
provision of postal services.

Operating and firancial review
The Corporation incurred a Net Loss for the Yyear amounting to $5,378,185 (2009; $8,307,160).

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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Significant changes in the state of affairs

In July 2007 the Solomon Island Government passed the State Owned Enterprises Act 2007 and listed Solomen
Islands Postal 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 Postal Corporation. Significant
impact could include:

¢ The Minister of Finance and the Responsible Minister (the “accountable Ministers”) can direct SIPC to
perform a community service obligation (Section 8, 1);

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

¢ 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);

*  The requirement to issue the intra-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 Postal Corporation Act
(Section 26, 7 and 8).

A State Owned Enterprises (SOE) Regulation was gazetted on April 2010 named the SOE Regulation 2010. The
SOE Regulation was to administer the administration of the SOE Act 2007. The effecting of the Regulation can
have significant impact on the following:

* Appointments of Directors (Part 2);

* Disqualification and Removal of Directors (Part 3);

¢ Directors Duties (Part 4);

*  Community Service Obligation (Part 6)

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

On 1* April 2011, Japan Post decided to cease accepting remailing items from Australasian Mail Services (AMS)
and Morris International (MI) of Australia through the Corporation. This business activity is a major revenue
earner (64%) for the Corporation over the years. The ceasing of this business activity will have significant impaet
on the Corporation’s revenue base.

Apart from the suspension of the remailing activity, 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.

Signed in accordance with a resolution of the Directors.

Signed: $@J@Qfﬁ% Signed:
Name: ﬁtfém?ﬂﬁﬁtﬁﬁﬁr Name:

Director Director

Dated at Honiara this 4 [?{’ day of Jigng 20 H
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Profit and loss statement

Revenue 2 18,786,696 24,312,257
Advertising, Printing and Stationery (612,098) (430,610
Board expenses (159,040} (163,790)
Cost of goods purchased for resale (1,620,616) (244,741)
Pepreciation (1,190,531) {(1,067,938)
Operating expenses 3 (5,589,124) (5,097,337)
Maintenance and repairs (208,853) (476,902)
Office expenses (265,397) (296,657)
Terminal dues expenses {11,269,679) (21,694,165)
Rent expense (1,142,280 (1,116,653)
Seminars, conferences and training (598,750} (368,386)
Travel and transport (391,323) (319,460}
Utilities {910,931) (982,581)
Mail freights (319,731) (445,549)
Net profit/ (loss) before interest and tax (5/491,857) (8,392,512)
Finance income 2 113,672 85,352
Finance expense 0 0
Net profit before tax (5,378,185) {8,307,160)
Income tax 0 0
Net profit/ (loss) for the year (5,378,185) (8,307,160}

The profit and loss account is to be read in conjunction with the notes to and forming part of the financial

statements set out on pages 10 to 22.
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Statement of changes in equity

Notes Retained Earnings
2010 2009
3 s
Balance at 1 January (35,729,942 (38,415,204)
Prior Year Adjustments 4 (14,261,064) 10,992 422
Net profit/ (loss) for the period (5,378,185) ‘ (8,307,160)
Balance at 31 December (55,369,192) (35,729,942)

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 22.
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Balance sheet

Note 2010 2009
3 3

ASSETS

Cash and cash equivalents 5 4,016,996 4,803,975

Trade and other receivables 6 5,803,338 5,278,916

Investments 7 3,954,693 1,078,623

Inventories 8 1,587,908 1,955,708
Total current asseis 15,365,435 13,117,222

Property investments 9 2,775,000 2,775,000

Property, plant and equipment 10 13,379,859 10,538,732
Total non-current assets 16,154,859 13,313,732
Total assets 31,520,294 26,430,954
LIABILITIES

Trade and other payables . 11 10,785,200 62,160,896
Total current liabilitics 10,785,200 62,160,896

Trade and other payables i1 76,104,286 0
Totzal non-current liabilities 76,104,286 0
Total liabilities “ 86,889,486 62,160,896
Net assets (55,365,192) (35,729,942)
SHAREHOLDERS® EQUITY

Accumulated surplus / (deficit) (55,369,192) (35,729,942)
Total shareholders’ equity {55,369,192) —'(35,729,942)

The balance sheet is to be read in conjunction with the notes to and forming part of the financial statements
set out on pages 10 to 22,
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Cash fiow statement

OPERATING ACTIVITIES

Cash receipts from customers

Cash paid to suppliers and employees
Cash generated from operations

Interest paid

Cash flows from operating activities
INVESTING ACTIVITIES

Proceeds from sale of plant and equipment
Acquisition of property, plant and equipment
Acquisition of property investments
Acquisition of term deposits

Cash flows from investing activities
FINANCING ACTIVITIES

Repayment of borrowings

Cash flows from financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

Note

16(b)

16(z)

2010 2009
$ $

18,900,368 24,397,609
(12,779,618)  (19,326,241)
6,120,750 5,071,368
0 0
6,120,750 5,071,368
(4,031,658) (750,655)
0 0
(2,876,070) (822,667)
(6,907,728) (1,573,322)
0 10,542
0 10,542
(786,978) 3,508,587
4,303,975 1,295,388
4,016,997 4,803,975

The cash flow statement is to be read in conjunction with the notss to and forming part of the financial

statements set out on pages 10 to 22,
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Notes to and forming parts of the accounts

L

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been authorised for issus by the Board of Directors on the 24% of
May 2011.

(a)

(b)

©

Statement of compliance

The financial statements have been prepared in accordance with International Financial
Reporting Standards (*IFRSs”) and interpretations adopted by the International Accounting
Standards Board as adapted by the Institute of Solomon Islands Accountants.

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 vajue 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 and liabilities, income and expenses.
The estimates and associated assumptions are based on historical experience and various other
factors that are believed 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 if the
revision affects both current and future periods.

The accounting policies have beén 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 (8).

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. As a going 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 frem the date the
Directors approved these financial statements.
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Notes to and forming parts of the accounts (Cont’d)

1.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(d) Foreign currency

(e)

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 rafe at the date of the transaction. Foreign exchange differences
arising on translation are recognised in the income statement. Foreign currency monetary
assets and liabilitics are transjated 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.

Property, plant and equipment

Items of property, plant and equipment are stated at original cost or desmed cost or at
valuation less accumulated depreciation and jmpairment losses (see accounting policy n).
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.

Where parts of an item of property, plant and equipment have different useful lives, they are
accounted for as separate items of property, plant and equipment.

The Corporation recognises in the carrying amount of an item of property, plant and equipment
the cost of replacing part of such am item when that cost is incurred if it is probable that the
future economic benefits embodied within the item will flow to the Corporation and the cost of
the item can be measured reliably” All other costs are recognised in the income statement as an
expense as incurred.

Leases in terms of which the Corporation assumes substantially all the risks and rewards of
ownership are classified as finance leases. The owner-occupied property acquired by way of
finance lease is stated at an amount equal to the lower of its fair value and the present value of
the minimum lease payments at inception of the lease, less accumulated depreciation and
impairment losses {see accounting policy f). The property held under finance leases and leased
out under operating lease is classified as investment property and stated at the fair value model.
Lease payments are accounted for as described in accounting policy {v). Property held under
operating leases that would otherwise meet the definition of investment property may be
classified as investment property on a property-by-property basis.

Depreciation is charged to the income 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 in the year of acquisition, or, in the case of construction, in the year of substantial
completion of the asset. Land is not depreciated. The estimated useful lives in the current and
comparative periods are as follows:
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Notes to and forming parts of the accounts (Cont’d)

1.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(@

6]

@

(h)

®

Property, plant and equipment (cont’d)

®  buildings 20 years
®  plant and equipment 5 years
B fixtures and fittings 10 years
m  vehicles 5 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 Joss 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,

Inventories

Inventory for resale and consumable materials are valued at the lower of purchase cost, which
is based on invoice prices and includes expenditure incurred in acquiring the goods and bring
them to their existing condition and location, and net realisable value. In the case of
manufactured inventories and work in progress, cost includes an appropriate share of
overheads based on normal operatihg capacity. Net realisable value is the estimated selling
price in the ordinary course of business, less the estimated costs of completion and selling
expenses.

Trade and other receivables

Trade and other receivabies are stated at their cost less impairment Josses.

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 parts of the accounts (Cont’d)

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

@

&

o

Provisions

Provisions are recognised when the Corporation has a legal or constructive cbligation 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 income statement when the significant
risks and rewards of ownership have been transferred to the buyer. Revenue from services
rendered is recognised in the income statement in proportion to the stage of completion of the
transaction at the balance sheet date. The stage of completion is assessed by reference to
surveys of work performed. 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.

(m) Taxation

Tax on the profit or loss for the year comprises current tax and the change in deferred tax.
Current tax comprises tax payable calculated on the basis of the expected taxable income for
the year, using the tax rates enacted by the balance sheet date, and any adjustment of tax
payable for previous years,

Deferred tax is provided using the balance sheet liability method on all temporary differences
between the carrying amounts for financial reporting purposes and the amounts used for
taxation purposes.

The tax value of losses expected t be available for utilisation against future taxable income is
set off against the deferred tax liability. Net deferred tax assets are reduced to the extent that it
is no longer probable that the related tax benefit will be realised.

Deferred tax is calculated on the basis of the tax rates that are expected to apply to the period
when the asset is realised or the liability is settled. The effect on deferred tax of any changes
in tax rates is charged to the profit and loss account, except to the extent that it relates to items
previously charged or credited divectly to equity.
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Notes to and forming parts of the accounts (Cont’d)

1 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

{n) Investment Property

(@

Investment properties are properties which are held either te earn rental income or for capital
appreciation or for both. Investment properties are stated at fair value,

The valuations are prepared by considering the aggregate of the net annual rents receivable
from the properties and where relevant, associated costs. A yield which reflects the specific
risks inherent in the net cash flows is then applied to the net annual rentals to arrive at the
property valuation. Valuations reflect, where appropriate; the type of tenants actually in
occupation or responsible for meeting lease commitments or likely to be in occupation after
letting of vacant accommodation and the market’s general perception of their credit-
worthiness; the allocation of maintenance and insurance responsibilities between lessor and
lessee; and the remaining economic life of the property. It has been assumed that whenever
rent reviews or lease renewals are pending with anticipated reversionary increases, all notices
and where appropriate counter notices have been served validly and within the appropriate
time.

Any gain or loss arising from a change in fair value is recognised in the income statement.
Rental income from investment property is recognised in the income statement on a straight
line basis over the term of the lease.

‘When an item of property, plant and equipment is transferred to investment property following
a change in its use, any differences arising at the date of transfer between the carrying amount
of the item immediately prior to transfer and its fair value is recognised directly in equity if it
is a gain. Upon disposal of the item the pgain is transferred to retained eamings. Any loss
arising in this manner is recognised immediately in the income statement,

If an investrent property becomes owner-occupied, it is reclassified as property, fixtures and
fittings and its fair value at the date of reclassification becomes its cost for accounting
purposes of subsequent recording. When the Corporation begins to redevelop an existing
investment property for continued firure use as investment property, the property remains an
investment property, which is measured based on a fair value model, and is not reclassified as
property, plant and equipment during the redevelopment.

A property interest under an operating lease is classified and accounted for as an investment
property on a property-by-property basis when the Corporation holds it to earn rentals or for
capital appreciation or both. Any such property interest under an operating lease classified as
an investrnent propetty is carried at fair value. Lease payments are accounted for as described
in accounting policy (v). )

Cash and Cash equivalents

Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are
repayable on demand and form 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.
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Notes to and forming parts of the accounts (Cont’d)

1y

(@

)

&)

i SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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 resnlting 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

Expenses
Finance {ease payments

Minimum lease payments are apportioned between the finance charge and the reduction of the
outstanding liability. The finance charge is allocated to each period during the lease term so as
to produce a constant periodic rate of interest on the remaining balance of the liability.

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.

Finaneial income

Interest income is recognised in the income statement as it accrues, using the effective interest
method. Dividend income is recognised in the income statement on the date the entity’s right
to receive payments is established which in the case of quoted securities is ex-dividend date,
The interest expense component of finance lease payments is recognised in the income
statement using the effective interest method.

Reclassification

Prior year balances have been reciassified to correspond to current year presentation where
considered necessary.
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Notes to and forming parts of the accounts (Cont’d)

2

TURNOVER

Stamp sales

Bulk postage
Remailing fees
Terminal Dues

Post box rentals
Property rentals

Post shop sales

Other income

Foreign Currency sales
Finance revenues

OTHER OPERATING EXPENSES

Operating profit / (loss) for the year is stated after charging

the following items;

Impairment losses - receivables
Staff costs

PRIOR YEAR ADJUSTMENTS

The significant of the Prior Year Adjustment relates to an
understatement of the Japan Post terminal dues payable for

the 2009 financial year by $18,746,395
(SDR1,520,895@0.08113).

Prior year adjustments

CASH AND CASH EQUIVALENTS

Petty Cash (Cash Imprest)
Cash at Bank

The Corporation has no approved overdraft facily
position at the bank is temporary.

2010 2009
$ $
617,327 526,078
595,598 576,217
12,533,974 16,753,475
1,018,468 1,177,558
800,165 508,513
788,990 821,077
1,205,510 1,096,384
771,722 2,198,324
454,943 654,631
113,672
18,900,368 24312257
2010 2009
3 $
0 6,088
4,598,097 4,540,059
2010 2009
$ $
(14,261,064) 10,992,422
2010 2009
3 $
144,485 289,035
3,872,512 4,514,940
4,016,996 4,803,975

ty. Mangement advise that any overdraft
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Notes to and forming parts of the accounts (Cont’d)

6 TRADE AND OTHER RECEIVABLES 2010 2009
3 $
Trade debtors 7,167,424 6,627,455
Less : Provision for doubtful debts (1,423,240) (1,423,240)
Staff advances 39,249 34,855
Other debtors and prepayments 22,405 39,846
5,805,838 3,278,916
7 INVESTMENTS 2010 2009
3 5
Term deposits 3,954,693 1,078,623
3,954,693 1,078,623
8 INVENTORIES ) 2010 2009
b 3
Stores and consumable materials 1,587,908 1,955,708
Less: Provisions 0 0
1,587,908 1,955,708
9 INVESTMENT PROPERTY 2010 2009
5 b
Opening balance 2,775,000 2,775,000
Fair value adjustments 0 0
Closing balance 2775000 __ 2.775.000

The carrying amount of investment property is the fair value of the property as determined by
independent valuers in December 2007, Revaluation of the investrent property is expected to be
done every three (3) years. In 2010 it was noted that SIPC never accrue rentals from one of the
investment property (Trade Dispute Building) over the years. The value of the Trade Dispute
Building was $243,000 as per the 2007 valuation.



Solomon Islands Postal Corporation

Financial Statements for the year ended 31 December 2010

Notes to and forming parts of the accounts (Cont’d)

i0  PROPERTY, PLANT AND EQUIPMENT

11

Cost

At ] January 2016
Additions

At 31 December 2010

Depreciation

At ] January 2010
Chasge for the year
At 31 December 2010

Book value
At 1 January 2010

At 31 December 2010

TRADE AND OTHER PAYABLES

Current Liabilities:

Trade creditors
Accruals

Deposits and Other Liabilities

Noa current.Liabilties:

Trade creditors
Accruals

Land and Office and Postal ~ Fumiture and
Buildings Equipment Fiitings Motor Vehicles Total
$ 3 § b
0
11,623,539 1,721,823 281,631 654,607 14,281,600
2,551,195 1,108,992 146,470 225,000 4,031,657
14,174,734 2,830,815 428,100 879,607 18,313,257
14,174,734 2,830,815 428,100 879,607 18,313,257
2395827 924,803 66,760 355478 3,742,868
544,613 467,765 35,031 143,121 1,190,530
2,940,440 1,392,568 101,791 498,599 4,933,398
{2,940,440) {1,392,368) (101,791) (498,599) (4,933,298)
9,227,712 797,021 214,870 299,129 10,538,732
11,234,294 1.438.247 326.310 381.008 13.379.855
2010
3
10,228,182 61,977,870
181,955 65,996
375,064 117,031
10,785,200 62,160,897
76,008,420 0
95,866 0
0 ]

Deposits and Other Liabilities

76,104,286
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Notes to and forming parts of the accounts (Cont’d)

12 RELATED PARTY TRANSACTIONS 2010 2009

Controlled entities
The Corporation does not contro any other entities.

OQutstanding balances
The following balances were owing to (by) the Corporation:

Government House )

Ministry of Agriculture 2,312,765 1,850,212

Ministry of Finance (2,801,277) 75,412
(488,512) 1,925,624

Transactions

The following revenues (expenses) were incurred by the Corporation:

Auditor General (612,000}
Office of the Ombudsman 96,000
Directors remuneration and expenses (159,040)

(771.040} 96.000

All transactions with related parties are concluded on an arm's length basis.
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Notes to and forming parts of the accounts (Cont’d)

13

14

DEBT OFFSETTING AND EMPLOYMENT BENEFITS

On 31 May 2010 the management of Solomon Islands Postal Corporation (SIPC) and Solomon
Islands Electricity Authority (SIEA):

* Agreed that any debt owed by SIPC to SIEA and vice-versa be settled through an offsetting
arrangement,

* The amount owed by the SIPC to SIEA at 26 May 2010 amounted to $562,451.27. The amount
owed by SIEA to SIPC amounted to $274,826.40.

* The outstanding balance in favor of SIEA was settled by SIPC through 7 monthly instalment
starting June 2010.

On 20 October 2008, the SIPC Board introduced a long service benefit entitling staff to three
months leave after 10 years of service. The entitlement was effective from 1 January 2008. At
31 December 2010 the long service benefit liability was $107,673.5 (2009: £13,880)

SUBSEQUENT EVENTS

Japan Post has decided as of 1st April 2011 to cease accepting remailing items from Australasian
Mail Services (AMS) and Morris International (MI) of Australia through Solomon Post. The
remailing business contributes a significant portion to Corporation's revenue {64%%) and has been
subsidizing the Corporation’s domestic operations over the years. The ceasing of this business
activity will have great impact on the Corporation's cashflow unless an alternative revenue source
is secured to meet the gap.

Apart from the above, 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.
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15 FINANCIAL INSTRUMENTS
Exposure to credit, interest rate and currency risks arises in the normal course of the Corporations 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.

Investments are allowed only in liquid securities and only with counterparties that have a credit rating equal to or better
than the Cotporation. Transactions involving derivative financial instruments are with counterparties with whom the
Corporation has a signed netting agreement as well as sound credit ratings. Given their high credjt ratings, management
does not expect any counterparty to fail to meet its obligations.

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

Interest rate risk
The effective interest rates applicable to financial assets and liabilities at the balance date, and the term to maturity are set

out bejow:
Effective
interest less than
Note  rate% Total I year
Cash and cash equivalents 5 0.0 4,016,996 4,016,996
Investments . 7 3.0 3,954,603 3,954,693

7,971,689 7,971,689

Foreign currency risk

SIPC is exposed to foreign currency risk on sales, purchases and borrowings that are denominated in 2 currency other
than the SBDS. The currencies giving rise to this risk are primarily Special Drawing Rights, Australian Dollay and Swiss
Franc,

-

Sensitivity analysis

In manaping interest rate and currency risks SIPC aims to reduce the impact of short-term fluctuations on SIPC’s
earnings. Over the longer-term, however, permanent changes in foreign exchange and interest rates would have an impact
on State Owned Enterprise’s earnings.

By 31 December 2010, SIPC has cleared all its commercial loans from banks and is currently operating with zero interest
rate risk in fluctuations to interest rates.

Itis estimated that a general decrease of one percentage point in the value of the SED against other foreign currencies
would have decreased SIPC’s profit before tax by approximately $3,278 for the year ended 31 December 2010 (2009:
3145).

Fair values
The carrying amounts of assets and liabilities shown in the balance shest approximates their fair vahues.
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()

(b)

NOTES TO THE STATEMENT OF CASH FLOWS

Reconciliation of cash

For the purpose of the Statement of Cash Fiows, cash includes cash
on hand and at bank and short-term  deposits at call, net of
outstanding bank overdrafts. Cash as at the end of the financial year
as shown in the Statement of Cash Flows is reconciled to the related

items in the balance sheet as follows:

Cash and short term deposits
Bank overdraft

Reconciliation of operating profit after income tax to net cash
provided by operating activities

Operating profit / (loss) after income tax

Add/ (deduct) non-cash items:

Depreciation

Debt Forgiveness

Foreign currency loss

Prier period adjustments

Net cash provided by Operating activities before changes in assets
and liabilities

Changes in assets and Fabilities:
(Increase) / decrease in inventories
(Increase) / decrease in trade debtors ™
Increase / (decrease) in trade creditors

Net cash provided by operating activities

2010 2009
$ $
4,016,996 4,803,975
0 0
4,016,996 4,803,975
2010 2009
$ $
(5,378,185) (8,307,160)
1,190,531 1,067,938
0 0
327,750
(14,261,064) 10,992,422
(18,120,968) 3,753,200
367,800 (965,475)
(854,672) (5,132,417
24,728,590 7,416,060
6,120,750 5,071,368




Solomon Islands Office  ~¢~
of the Auditor-Gieneral @‘
INDEPENDENT AUDITOR'S REPORT

To the Board of the Solomon Islands Postal Corporation

| was engaged to audit the accompanying financial statements of the Solomon Islands Postal
Corporation (“SIPC"), 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 responsibifity includes: designing, implementing and maintaining internal
controls relevant to the preparation and fair presentation of financial statements that are free
from materia! misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the
circumstances.

Audifors’ 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 matiers
discussed in the Basis for disclaimer opinion paragraph, however, | was not able to complete
an auditin accordance with the Auditing Standards.

Basis for disclaimer of opinion

Lack of or unreliable accountings records

Due fo lack of or unreliable accounting records, | was unable to obtain sufficient appropriate
audit evidence with respect fo revenue, expenditure, imprest, frade receivables, trade
payables, property, plant & equipment and investment property balances. | am unable to
determine whether any adjustments might have been found necessary in respect of these
accounts, the resulting net loss, retained eamings 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 fo 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 Postal 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 SIPC has not complied with
Section 14 (1) (b) and () of the Stafe Owned Enterprises Act which require audited
consolidated financial statements and the auditor's report thereon to be presented fo 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 fotal liabilities exceed its fotal assets by $55,369,192. As a going concem, the
Authority is dependent upon the continuing support of the Solomon Islands Government, its
bankers and creditors.

WA

Pgfer Johnson Office of the Auditor-General
Atting Auditor-General Soloman Islands

21 December 2011



