Solomon Islands Electricity Authority
trading as SOLOMON POWER
Financial Statements
For the year ended

31 December 2021



Solomon Isiands Electricity Authority
trading as #0311 POWER
For the year ended 31 December 2021

Contents

Directors' Report 29-30
Independent Audilors' Report 31-33
Statement of profit or loss and other comprehensive Income 34
Staterment of Financial Position 35
Statement of Changes in Equity 36
Statement of Cash Flows 37
Notes to the Financial Statements 38 -62



Sciomon Islands Elecirici
trading as 5t '
Directors’ report

I accordance with a resolutien of the Board ol Direclors, the Dircctors hierewith submit the statement of financial position of
Solomon Islands Electricity Authority ("SIEA" or "the Authority™), trading as Solomoen Power, as at 31 December 2021 and the
rclated statement of profil or loss and other comprchensive income, statcment of changes in cquity and statement of cash [lows for
the year ended on that date and report as follows:
Directors
The Directors who were in ollice at the date of this report and at any time during the financial year and up until the date the {inancial
statemenis were authorised lor issue werce as follows:

Name

David K.C. Quan O.B.E — Chairman

James Apaniai

John B Houanihau

Muricl Ha'apue-Dakamae

Rovaly Sike
State of affairs
In complying with the Electricity Act (Cap [28) and the State Owned Enterprises Act of 2007, the Directors hereby submit the
financial statcmeats of SIEA consisting of the stalement of financial position as at 31 December 2021, statement of comprehensive
incoime, statement of changes in cquity and statement of cash [lows of STEA for the year then ended.

Principal activity

The principal activity of SIEA during the year was the generation, distribution and sale of clectricity in the Solomon Islands as
governed by the Electricity Act (Cap [28).

Results

The total comprehensive income {or the year was $146,039,832 (2020: $75,164,011).

Dividends
The Direclors have not declared a dividend for the financial year ended 2021, however $4,000,000 was dectared and paid during the
year relating to 2020 (2020: $5,000,000).

Going concern
The Direclors belicve that the Authority will be able o continue Lo operate for at least 12 months from the date of this report.

Assets

The Directors took reasonable steps before the Authority’s [inancial statements were made oul (o ascertain that the assets of the

Authority were shown in the accounting records at a value equai to or below the value that would be expecled o be realised in the

ordinary cougse of business.

Al the date of this report, the Divectors were not aware ol any circumstances which would render the values attributable to the assets
in the {inancial statements misleading.

Transfer from asset revaluation reserves to retained carnings

The Dircclors resolved 1o tansfer $169,737 (20200 $2,742,493) Trom asset revaluation rescrves o retained catnings as a resull ol de-
recegnition of assets during the finaneial year,

Bad and doubiful debts

The Directors ol reasonable steps betore the Authority’s Linancial statements were macde oul to ascertain that all known bad debis
were writtcn ofTand adequate provision was mexle for doubt{ul debis.

At the date of this report, the Board members are not aware of any circumstances which woeulkl render the amount written ofi’ for bad
debts, or the amount ¢l the provision [or doubtful <lebts, inadequate o any substantial extent,

Directors' henefits

Na director al the Authority has, since the last Llancial year, reecived or become entitled to reccive any benefit (other than benelis
included in the amount of consullaney fees and directors [ces and expenses or shewn in the Inancial statenients under related party
note) by reason ol a contract made with the Authority or a refated corporation witly the director or with a firm ol wlich hedshe is a
member or with a company i which a divector has a substantiol Goancial interest.
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Solomon Islands Rlectri
trading as S0 GMO
Divectors' report contir

Y L

Unusual transactions
The results of the Autherily’s operations during the financial year have not, in the opinion of the directors been substantially alfected
by any item, transaction or event of a material and vnusual natwre other than those disclosed in the financial statements.

Other circumstances
At the date of this report, the Dircctors are not aware of any circumstances not otherwise dealt with in this repost or [nancial
statements which render amounts stated in the financial statements misleading.

Significant events during the year

COVID-19 has continued to impact ahnost all sectors of the Solomon Island economy and the electricity sector is not immune to its
eftects. In the electricity scctor, there has been a slight decline in consumer demand.

Notwithstanding this, SIEA's operations have remained relatively resilient to COVID-=19. The enlily's generation and distribution
assets both in Heniara and in the Outslations have been operating largely unaffected during the year. Whilst border access has been
severely restricted and caused some delays to capital projects and the overhaul of generators, the programme network extension in
Honiara and at the Qutstations progressed as planned.

In November 2021, what has started as a peaceful protest against the government turned violent as protestors, burnt down and looted
shops and commercial buildings. Over one hundred of our commercial and domestic customers’ properties were burnt down and
mosl remain off- grid, This has only had minimal impact on our revenues,

The Authority has reviewed the assumptions adopted in the asset valuation processes in the context of the potential impact of COVID-
19. Currently, it is not expected that COVID-19 will have a material, adverse impact on SIEA's operalions or the carrying value of its
various assels. This is largely due 1o the long-life nature of these assets.

Subscquent events

Subsequent to year-end, the country recorded its first community transinission of COVID-19 in January 2022 and as at the date of this
report, the country is experiencing widespread community transmission of COVID-19. In response to this, the Solomon Islands
Government have implemented various measures, which inciudes restricted movements, curfews and lockdowns amongst ather
measures. While the ultimate disruption caused by the cufbreak is uncertain, it may resull in an adverse impact on the SIEA financial
performance, position and cash flows, should it result in ongoing cconomic downturn,

SIEA continues lo monitor developments in the COVEID-19 pandemic and the measures being implemented on the economy 1o
controd and slow the outbreak. Given the dynamic nature of these circumstances and the signilicant increase in cconomic uncertainty,
the relaled impaci of SIEA’s future results of operations, cash flow and [inancial condition cannot be reasonably estimaled at (his
stage and will be reflected in SIEA’s 2022 annual financial statcments.

Late in February 2022 and up 1o the dule of this report, the ongoing war belween Russia and Hkraine and the associated sanctions
from Western Countries and the USA has seen a signilicant spike in the global oil prices. Though recently we have scen downward
pressure on (he prices, the situation remains uncertain and its impact on World Oil prices remain volatile. SIEA as a price taker is
exposed (¢ 1his oil price velatility. Fuel cost is passed (o the customer. The tarifT is consequently expecied (o rise significantly il (he
rise in fuel vosl is nol subsidized. Hence, customier behaviour and buying patierns may change because of (the high arill forecasted,
thus having a negative impact on SIEA’s revenue. hManagement has written to the Seloman Istands Government (SICG) (or Goods and
Sales tax reliel on feel and is in discussion witl SIG w minimize the impact ol high fuel price on the tarifT,

, %
Dated al gﬁﬁf Mﬁw 1his E@ day ol MW@&L 2022,

Signed inaccordiice with a resolution of the Direclors.

Director Direktor



independent Auditor’s Report to the Members of Solemon Islands
Electricity Authority Trading as Solomon Power

Report on the Audit of the Financial Statements

Opinion

| have audited the accompanying financial statements of Solomon Islands Electricity Authority (the
Solomon Islands Electricity Authority) which comprise the Statement of Financial position as at 31
December 2021, and the Statements of Profit or Loss and Other Comprehensive Income, Statement

of Changes in Fquity and Statement of Cash Flows for the year then ended, and notes, comprising
significant accounting policies and other explanatory information as set out in notes 1 to 29,

In my opinion the ac_companying financial statements give a true and fair view of the financial
position of the Authority as at 31 December 2021, and of iis financial performance and its cash flows
for the year then ended in accordance with International Financial Reporting Standards (IFRS).

Buasis of opinion

| conducted my audit in accordance with International Standards of Supreme Audit Institutions
{ISSAl). My responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of my report. | am independent of
the Authority in accordance with International Organization of Supreme Audit Institutions {INTOSAL
Code of Ethics, and the ethical requirements that are relevant to my audit of the financial
statements and | have fulfilled my other ethical responsibilities in accordance with these
requirements, | believe that the audit evidence | have obtained is sufficient and appropriate to
provide a basis for my opinion.

Other information

Management is responsible for the other information. The other information comprises the
information included in the Directors’ report, but does not include the financial statements and my
auditors’ report thereon. Our opinion on the financial statements does not cover the other
information and we do not express any form of assurance conclusion thereon.

In connection with my audit of the financial statements, my responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or my knowiedge obtained in the audit, or otherwise appears to be
materially misstated. I, based on the work | have performed, | conclude that there is a material
misstatement of this other information, ] am required to report that fact. | have nothing to report in

this regard.
Responsibilities of Management and Those Charged with Governtince for the Financial
Slalements

Management are responsible for the preparation of financial statements that give a true and fair
view in accordance with International Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free
from materiat misstatement, whether due to fraud or error.
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Independent Auditor's Report to the Members of Solomon islands Fleciricity Authorit
Y ¥

Trading as Solomon Power
Repaort on the Audit of the Financial Statements {continued)

In preparing the financial staternents, management is responsible for assessing the Authority’s
ability te continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the
Authority or to cease operations, or has no realistic alternative but to do so,

Those charged with governance are responsible for overseeing the Authority’s financial reporting
process.

Auditor's Responsibilities for the Audit of the Financial Staiements

My objective is ta obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and ta issue an auditors’ report
that includes my opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with International Standards of Supreme Audit Institutions
(1SSAI) will always detect a material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial
statements.

As part of an audit in accordance with I1SSAls, | exercise professional judgrrent and maintain
professional skepticism threughout the audit. | also:

® Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that Is sufficient and appropriate to provide a basis for my opinion,
The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

o Obtain 2n understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Authority's internal control.

) Fvaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

o Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related fo events or conditions that may cast significant doubt on the Authority’s
ability to continue as a going concern. If | conclude that a material uncertainty exists, [ 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 conclusions
are basad on the audit evidence obtained up to the date of my auditors’ report. However,
future events or conditions may cause the Authority to cease to continue as a going
concern,

® Evaiuate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

I communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that | identify during my audit.



Indapendent Auditor's Report to the Members of Solomon Islands Eleciricity Authority
Trading as Solomon Power
Repori on the Audit of the Financial Statements {continued)

Report on Other Legal and Regulatory Requiraments

| have obtainad all the information and explanations which, to the best of my knowledge and betief,
are necessary for the purposes of my audit.

In my opinion:
i) proper books of account have been kept by the Authority, sufficient to enable financial

statements io be prepared, so far as it appears from my examination of those books; and

ii) to the best of my knowledge and accarding to the information and explanations given to
us, the financial statements give the information required by the Electricity Act (Cap. 128)
State Owned Enterprises Act 2007 and Public Finance and Audit Act {Cap. 120} in the
manner so required.

David D‘,é?mis e ; Office of the Auditor-General
Auditor-General~ Honiara, Solomon lslands
30 March 2022
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Solomon Islands Electricity Authority
trading as SOLOBION POWIR

Statement of profit or loss and other comprehensive income

For the year ended 31 December 2021

Operating income
Electricity sales
Amoriisation of deferred income
Other operating income

Total operating income

Lxpenses
Generation and distitbution
Administration
Operating
Depreciation and amortisation
Depreciation of right-of-use assets
[nterest expense
Inventory and asset wrife-off
Credit impairment charge
Impairment decrement - property, plant & equipment

Total expenses

Gain {from eperations
Foreign exchange gain
Net profit for the year

Other comprehensive income
Revaluation icrement - property, plant & equipment

Total comprehensive income for the year

Noltes

6 (a)
1%
8

10
11
13
23

16
13

2021 2020
8 s
451,004,838 438,602,254
8254 407 7,912,793
7,855,479 6,036,746
467,204,724 452,551,793
221,360,790 193,956,700
65,819,049 68,004,504
25,120,400 25,900,773
67,633,604 68,271,394
4,364,342 4,034,902
1,519,700 1,211,154
622,523 13,686,603
6,386,232 2,630,743
278,515 -
393,105,173 377,696,773
74,099,551 74,835,020
222,383 308,991
74,321,934 75,164,011
71,717,897 -
146,039,831 75,164,011

The notes disclosed on pages 38 10 62 are an integral part ol the {inancial statements.



Solemon Islands Electricity Authorify

PLOVWIGHL

trading as S43LEME
Statement of financial posifion
As at 31 December 2021

Assets
Current assets
Cash and cash equivalents
Inventories
Reccivables
Prepayments

Total current assets

Non-carrent assets
Property, plant and equipment
Right-of-use assets
Government bonds

Total non-current assets
Total assets

Liabilities

Current liabilities
Deferred income
Trade and other payables
Lease liabitities
Borrowings from SIG
Employee benefits

Total current liabilities

Non-current Habilities
Delerred income
Lease liabilities
Borrowings [tom SIG
Enployee benefits

Total non-current liabilities

Total liabilitics

Equily
Contributed capital
Asset revaluation reserve
Accumulated profit

Total equily

Fotal equity and Habilities

Signed for and on behall of the Board ol Directors

L
Director

Notes

i4
i3
16

13
23
17

19
20
23
21
22

19

21
27

I

2021 2020

s S

205,161,911 287,715,658
59,400,027 58,274,089
65,009,253 61,170,200
15,948,459 10,938,231
445,519,649 418,098,178
1,134,986,283 1,016,645,806
6,199,391 9,372,122
70,000,000 70,000,000
1,211,185,674 1,096,017,928
1,656,705,323 1,514,116,186
8,254,407 7,912,793
38,006,766 41,261,564
1,640,980 3,549,946
2,802,313 2,802,313
2,716,880 2,067,344
53,421,346 57,593,960
136,457,859 129,891,315
1,126,723 2625414
15,176,509 17,888,282
17,464,354 135,098,534
170,223,545 165,503,545
223,646,891 223,097,505

246,933,170
443,427,015

246,933,170
373,878,873

740,698,247 670,206,550
1,433,058 432 1,291,018,601
1,656,705,323 1,514,116,106

Director \

The poles disclosed on pages 38 Lo 62 are an integral part of the linancial statements,

(Y]
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Solomon Islands Electricity Authority
trading as SOLGMOMN POWER
Statement of changes in equity

For the year ended 31 December 2021

Balance at 1 January 2020

Tutal comprehensive incone for the year
Net profit for the year
{isposal of revalued property, plant and cquipment

Transaction with owners of SIEA directly recognised in equity

Dividend paid during the year
Balance at 31 December 2020
Total comprehensive income for the year

Net profit for the year
Revaluation of land and buildings

Disposal of revalued preperty, plant and equipment

Transactions with owners of STEA directly recognised in equity

[Jividend paid during the year

Balauce at 31 December 2421

Fhe notes disclosed on pages 38 10 A2 are an integral part of the fimancial staements

Contributed Asset Accinuiaded Total
capital revaluation retained earnings
reserves
3 g S 5

246,933,170 374,621,368 597,300,052 1,220,854,390
- - 75,164,011 75,164 011
- (2,742,493) 2,742,493 -
- - (5,000,000} (5,000,000)

246,933,170 373,478,875 670,206,556 1,291,018,601
- - T4,321934 74,321,934
- 71,717,857 71,717,897
- {16%,757) 169,757 -
- - (4,000,000} (4,000,000}

246,933,170 45 427,015 741,698,247 1,433,05%,433




Solomon Islands Electricity Authority
trading as 531, Y POWIR
Statement of cash flows

For the year ended 31 Deceinber 2021

K

Operating Activities

Cash receipts from cuslomers

Cash payments to suppliers and employees
Net cash provided by Operafing Activities
Investing Activities

Net invesiment in debl sccuritics

Acquisilion of property, plant and equipment
Net cash used in Investing Activities
Financing Activities

Dividend paid

Net movement in SIG Borrowings

Cash receipts from donor grants

Payment for lease liability
Net cash provided by Financing Activities

Nef decrease in cash and cash equivalents

Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

Notes

13

21
19
23

i4

2021 2020
s
448,725,032 447,405,137
(319,131,917 (304,516,422)
129,593,115 142,888,715
. {40,000,000)
(15,157.221) (129,892,644)
(115,157,221) (169,892,644)
(4,000,000) (5,000,000}
(2,711.,673) (2,403,570
15,162,565 15,819,420 -
(5.440,531) (4,316,100}
3,010,361 4,099,350
17,445,255 {22,904,579)
287,715,658 310,620,237
305,161,913 287,715,658

The netes disclosed on pages 38 Lo 62 are an inlegrat part of the [inancial slatements.

[
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trading as 5

Motes to the financial siatements
For the yvear ended 31 December 2021

a)

Reporting entity

Solemon Istands Electricily Aulhority {SIEA or Authority) is a state owned enterprise established under the Blectricity Act (Cap 128)
1569, SIEA’s registered olfice and principal place of business is at the Ranadi Complex, Solomon 1slands.

There are ne subsidiary companics.

Nature of operations
The principai activity of SIEA is the generation, distribution and sale of clectricity in the Solomon [slands. SIEA is the owner and
operator of the Selomen Tsland Government's owned electricity supply systems.

Busis of preparation

The [inancial stalements have been presented in accerdance with the State-Owned Linterprise Act 2007, and in accordance with
accepted reperting principles. The financial statements comply with International Financial Reporting Standards (IFRS) and other
applicable Financial Reporiing Standards.

Presenfation of currency

The financial statements are presented in Selomon Islands Dellars {"SBD"), which is STEA's functional and presentation currency,
All fmancial information is presented in Solomon Islands Dollars and has been rounded to the nearest dolfar, excepl when otherwise
indicated.

Measurement basis
The measurement basis adopted in the preparation of these financial statements is historical cost unless stated otherwise.

Use of estimates and judgments

The preparation of the financial statements in conformity with IFRS requires management 1o make judgements, cstimates and
assuraptions that affect the application of accouating policies and the reported amounts of asscts, liabifities, income and expenses.
Actual results may difler from these estimates.

Estimates and underlying assumptions are reviewed orr an engoing basis. Revision to accounling cstimales arc recognised in the
peried in which the estimaltes are revised and in any future periods affected.

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

* Notc 6 (¢) — Impairment of financial assels

* Note 6 () (111) — Revaluation of property, plant and equipment
- Note 6 (e} (iv) — Impairment of non-linancial asscts

» Note 6 {f) — Employee benelits

Summary of significant accounting policics

Revenuwe

Under IFRS 13, revenue is recognised by the Anthority when or as it sutis{ics a performance obiigation by tanslerring a service ta a
customer, either at a point in (e (when) or over time (as ty, Lhe custemer

simuflancously recerves and consuimes the benelits provided as the Authority renders the service. This has resulled in revenue from
sale ol electricily being recoenised over ime.

For the generation, distribution and sutes ol electr

Revenue 15 measured based on the consideration speeified in a contract with a customer and excludes amountis colected on behatl of
third parties. STEA recognises revenue when it tramsfers control over a product or service o a cuslomer.

Natwre and nming of saiishiction of performance obligations and significant paviment terms

There is an iplicd contract between a customer and the Anthority for the parchase, delivery, and sale ol eletricity. This represents a
promise o ransler a series of distinet goods that are substanliathy the sanwe and (hat bave the same pattern ol transier o the castomer,
The customer oblains contiol ol the goad (electricity) when delivered and consumed by theny over time.

lavoiees are issucd menthly and are usually pavable within 30 days thus there i no signilicant lingcing component

Contract with castomers permit guattities ol clectricity consnmed o be estimated bused on previeus months’ average consumption in
the event the Awthority could not conduct the monthly meter readings,

Revenue includmg uphont fees 13 recogased net of GST and discount over tne and the progeess is determined based on kilowatts
{unils) consumed. This provide a Gaithiul depiction of the ransfer ol the yood as the customer simuitancotsly receives and consumes
the benefits provided by the Company”s performance of the clectreily revenue contract,



frading as 5
Notes to the financial statemenis
For the year ended 31 December 2021

Summary of significant accounting policies conéinued

The transaction price is determined based on approved tarifiy at the time the service had been rendered and units of kilowatts
consumed by the customers. The transaction price includes the non-refundable upfront fees as il not considered to be a significant
material righi. The transaction price is considered to be variable due to the following:

- Ticred-pricing for commercial and industrial customers; and

- Estimate of unbilled electricity supplicd fo *domestic” customers
The variable consideration is included in the transaction price only to the extent that it is highly probable’ that a significant reversal in
the amount of cumuiative revenue recognised will not occur when the uncerfainty associated with the variable consideration is
resolved, For Solomon Power however the considerations are consirained because il is ealeulated based on actual unils consumed
during the period, thus consideration for the period is known

2021 2020
S 5
Revenue from contracts with customers
Kilowall sales 321,838,135 314,443,256
Cash Power sales 128,496452 123,353,890
Sales works 760,251 805,108
451,094 838 438,602,254
Other revenue
Amortisation of delerred income 8,254 407 7,912,793
Interest received 5,189,823 4.463,177
Tina Hydro refinds - 204,583
Stale cheques 349,340 332,617
Other income 2316316 1,036,369
Total revenue 467.204 723 452 551,793

b} Financial instruments
. Recognition and initicd measirentent
Trade receivables and debt securities issued are initially recognised when they are originated. Al other financial assels and financial
liabilities arc milialfy recognised when the Authority becomes a party to the contractual provisions of e instrument.
A financial asset (unless it is a trade receivable without a significant firancing component) or [inancial Habilily is mnitially measured at
fair value plus, for an item not al Fair Value Through Profit and Loss {FVTPL), transaction costs fhat are dircety attributable to its
acquisilion or issue. A trade receivable without a significant financing component is initially measured at the transaction price.

i Classification and subsequent measuremen!
Financial assets
On initial recognition, a Nnancial asset s classified as measured at: amortised cost; Fair Value through Other Comprehessive Income
{(FYOCD — debt investment; FVOCT — equity investment; or FVTPL.
Financial assels are not reclassified subsequent to their initial recognition unless 1the Authority changes its business mode! l(or
managing finanei:
lottowing the chaage in the business model.
A financial asset is measurad at amortsed cost i it meets both of the following conditions and 5 not desienated as al VTP
— il is held within a business model whose objective is to hokd assets to eollect contractual ¢ash flows; and
— its contractual terms give rise onspeeified dates 10 cash [tows that are solely payments of principal wd interest on the principat
amoust owstanding,
A debt investmenl is measured al FVOCT if it meets both of the foliowing conditions wid is not designated as al FVTPL:
=it 13 held within a business model whese objective is achivved by both coltecting conlractual cash Tews and selling Ninancial

assets i which case all affected financial assets are reclassihied on the first day of the st reperting period

assets, and
— s contractual werms give rise on specified dates o eash Bows that are solely payments of principal and interest on the principal
amount oulstanding,
Owinitisl recognition ol an equity investment that i mol held Tor rading, the Anthority may irsevocably elect o present subseyuent
changes iy the investments Lair value in other comprehensive income (OCT). This clection s made on an investiment by investment
[rasis.
Al financial assels nol classiticd

ws mcastred al amortised cost or FYOUT as deseribed above wre mcasured at PATPL. On initiad
revecably designate a Bnancial wsset that otherwise meels the requireawents lo be measured at

recognilion. the Authority may
amartised cost or al FVOCTas al FVTPL i doing so climinates er significanty reduces an accounting misniateh shat wounld otherwise

arise



Solomon Islands Electricity Authority

trading as =
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| 3

Motes to the financial statements
For the year ended 31 December 2021

6

Swmmary of significant accounting policies confinued

Financial assets: Business model assessment

‘The Authority makes an assessment of the objective of the business model in which a financial asset is held at a portfolic level
because this best reflects the way the business is managed and information is provided to management. The information considered
includes:

- the slated poticies and objectives for ihe portfolio and the operation of those policics in practice. These include whether
management’s strategy focuses on earning contractual interest income, maintaining a particular inlerest rale profile, matching the
duration ol the financial assets (o the duration of any refated fabifities or expected cash outflows or realising cash Nows through the
sale of the assets;

— how the performance of the portfolio is evaluated and reported to the Authorily's management;

~ the risks that affect the performance of the business model {and the financial assets keld within that business model) and how those
risks are managed,

— how managers ol the business are compensated — e whether compensation is based en the fair value of the assets managed or the
contractual cash flows collected; and,

Transfers of fmancial assets to third partics in transactions that do not qualify for de-recognilion are not considered sales for this
purpose, consistent with the Autherity's recognition of the assets.

Financial assets that are held for trading or are managed and whose performance is evaluated on a fair value basis arc measured at
FVTPL.

Financial assets: Assessment whether contractual cash flows are solely payments ol principal and interesi
18!

For the purposes of this assessment, “principal’ is defined as the fair value of the financial assel on inHial recognition. ‘Interest’ is
defined as consideration for the time value of money and for the credit risk associated wilk the principal amount outstanding during a
particular period of time and for other basic lending risks and costs (e.g. liquidity risk and administrative costs), as well as a profit
margism. '

In assessing whether the contractual cash fiows are sofely payments of principal and interest, the Authority considers the contraciual
terms of the instrument. This inciudes assessing whether the financial assef confaing a centractual term that could change the timing or
amount of contractual cash flows such that it would net meet this condition. In making this assessment, the Authority considers:

— contingent events {hat would change the amount or timing of cash Hows;

— terms that may adjust the contractual conpon rate, including variable rale featur

— prepayment and extension features; and,

= Lerms that limit the Awthority’s claim to cash flows from specified assels (e.g. nonrecourse [atures),
A prepayment feature is consistent with solely payments of priscipal and interest criterion if the prepayment amount substantially
represents uapaid amounts of principal and inlerest on the principal amount outstanding, which may include reasonable additional
compensation Lot carly termination ol the contracl. Additionally, for a financial asset acquired at a significant discount or premium (o
its contractual par amount, o feature thal permits or requires prepayment at an amount that substantially represents the contractual par
amotnt plus aceroed (but wnpaid) contractual interest (which may also include reasonable addilional compensalion for carly
termination) 15 treated as consisent witl this criterion i the Fair value of the prepayment [eature is insignificant al initial recognition.

Fiseancial assets: Subsequent meastrement wud gains and fosses
Financial assets at FVTPL ‘These assels are subsequently measured al i value, Net gains and losses, including any
milerest or dividend income, are recognised in profit or loss

Financial assets at amaortised cost These ussets are subsequently measured al amortised cost wsing the clTeclive inlerest
method. The amoertised cost is reduced by tmpairment losses, Interest income, [oreipn
exchange gains and losses and imparment are recognised in prolit or loss. Any gain or loss
on de-recognition is recogiised in profit or loss,

Deht investments at KFVOC] These assets are subsequently measured at fair value, Interesl income caiculated using the
etlective interest method, Toreign exchange ¢

ing und losses and impairment are recosnised
in profitor foss, Gther net gains and los

5 are recognised m OCT On de-recognition, gains
and losses accumulated in OCT are reelassified o profit or loss. These include short wrm
mvestments (Llerm deposits)

Equity investments at FYOCT These assets are subscquently measared at Gie value. Dividends are recognised as income
i prolit or foss unless the dividend elearly represents arecovery ol part ol e cost of the

investment, Other net gains and losses are recognised in OCT and are never reclassitivd e
profit or loss, The Autharity’s equity nvestments (il anyy would relwe o investments in

listed scouriies.
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Summary of significant accounting policies continned

Financial liabilities — Classification, subsequent measurement and gains and [osses

Financiat Labilitics are classified as measured at amaortised cosl or FVTPL. A financial Tiability is classified as at FVTPL if it is
classified as held-for-trading, it is a derivative or it is designated as such on initial recognifion. I'inancial liabilities at FV1PL are
measured at fair value and net gains and losses, including any inlerest expense, are recognised in prolit or loss. Other financial
lisbililies are subsequently measured at amortised cost using the effective interest method. Interest expense and foreign exchange gains
and losses are recognised in prolit or loss. Any gain or loss on derecogsnition is also recognised in profif or loss.

Derccognition

Financial assets

SIEA derecognises a financial asset when the contractual rights to the cash lows [rom the [inancial asset expire, or if transfers the
rights to receive the contractual cash flows in a transaction in which substantially all of the risks and rewards of ownership of the
financial asset are transferred or in which SIEA neither transfers nor retains substantially all of the risks and rewards of ownership
and it does not retain control of the financial asset.

SIEA enters info fransactions whereby it transfers asseis recognised in ifs statement of financial position, but retains either all or
substantially all of the risks and rewards of the transferred assets. In these cases, the transferred assets are not derecognised.

Financial liabilities

SIEA derecognises a financial liability when its contractual obligations are discharged or canceiled, or expire. SIEA also derecognises
a financial liabidity when its terms are modified and the cash flows of the modified fiability are substantiaily different, in which case a
aew financial liabiligy based on the modified (erms is recognised at fair value

On derecognition of a financial liability, the dilfereace between the earrying amount extinguished and the consideration paid
{including any non-cash assets transferred or liabilities assumed) is recognised in profit or loss.

Offsetting
Financia assets and financial liabiligies are offset and the net amount presented in the statement of financial position when, and enly

when, SIEA curzently has a legally enforceable right to set off the amounts and it intends either to settle them on a net basis or to
readise the asset and settle the liability simultancously.

Impairment of non-derivative financial assels

Financial instruments:

SIEA recognises loss allowances for expected credil losses (ECL)Y on financial assels measured al amortised cost.

SIEA measures foss atbowances at an amount equal o lifetime ECL, except (or the following, svhich are measured as 12 month ECILL:

— debl seeurities that sre delermined to Trave low credit risk at the reporting date; and
— other debt securities and cash at bank balances or which credit risk (i.e. the risk of default oconrring over the expected ile of
the fimancial instrument) has not inceeased signtlicanily since inilial recognition.
Loss allowances for (rade receivables is abways measured at an amount egual (o litetime ECL as il does nol include signilicant
financing component,
When determining whether the eredit risk ol a financial asset has increased signilicantly since initial recognition and when estimating
FCL, the Anthority consicers reasonable and supportable information thatis relevant and available without undue cost or effort. This
includes both quantitative and qualizive information and anudyses, based on the Autherity’s historical experience and informed erediy
assessment and incloding forward-looking inlermation
SIEA assunwes Lhat the coedit risk on a fnangial asset has increased signilicantly il i is moere than 30 davs past due.

SIEA considers a linacial asset te be in delauit when:
— the borrower 15 unlikely o pay #ts credit obligations w SIEA i full, withowt recourse by the Autherily o actioms sucl as
realising seeurity (il any i3 held); or
— the fina
SIEA considers a debt seeurity 1o have low credit risk when its eredir risk rating is cquivatent o the globally understood definition of

cial asset is more Lhan 90 days past due.

Guvestment grade’. The Authority considers this o be Baad or lugher por sating agencey Moody's or BRB- or higher por rating avency
g 3 g g 3 s E ] £ agenc)

Litetime ECLs are the BECLs that resull from alf possible default events over the

spected life ol a financial imstrument,

1 2-monts BCLs are the portion ol ECLs that resubt from defaule events that are possible swithin the 12 months aller the reperting date
(or a shorter peried ithe expected 1ele of the istrument is less than 12 months),

The maximum period considered when estimisting 1CLS is the maximam contractual periogd over which SIEA 15 exposed o credit risk.
Measurement ol LC]Ls:
130 Ly are a probabilisy-weighted ostimate of eredit losses, They are measured as follows: the present value ol all cash shorttalls (e

the difference between he cash flows owed o tw suthority in accordance with the contract and e cash ows that STEA expeets o
receive.

130 s are discounted ab the elfective interest rate ol the Drancial asset.
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suineary of significant accounting policies continued
Credit-impaired financial asscis:

At cach reporting date, the Authorily assesses whether financial assets carried at amortised cost are credit-impaired. A [inancial asset
is ‘credit-impaired’ when one or more events that have a detrimental impact on the estimated future cash flows of the {inancial asset
have cceurred.

Evidence that a financial asset is eredit-impaired includes the following observable data;

— signilicant linancial difficulty of the borrowver or issuer;

— # breach of coniract such as a default or being more than 90 days past due;

— it 15 probable that the borrower will enter bankruptey or other linancial reerganisalion; or
- the disappcarance of an active market for a security because of financtal difficulties.

Presentation of allowance for ECL in the statement of financial position:
Loss allowances for financial assels measured at amortised cost are deducted from the gross carrying amount of the asscts.
YWrite-off:

The gross carrying amount of a financial asset is written off (either partially or in full) to {he extent thal there is no realistic prospect of
recovery. This is generally the case when STEA determines that the debtor does nof have assets or sourees of incotne or adequate
customer depesits that could generate sufficient cash flows to repay the amounts subject to the write-ofl. However, financial assels
that are written off could slill be subject to enforcement activities in order to comply with the Authority’s procedures for recovery of
amounts due.

Inventories

Inventery is recorded at the lower of cost and net realisable value aller due consideration for excess and obsolete items. The cost of
inventories is based on a weighted average basis and includes expendilure incurred in acquiring the inventories and other costs
incurred in bringing them te their existing location and condition.

Property, plant and equipment

Property, plant and equipment are initially recognised at cost less accumulated depreciation and impairment losses. Cost is delermined
by including all cests direetly associated with bringing the assels to their location and condilion for their intended use. The
recognition threshold 1s $5,000.

Purchased items including soltware that is integral (o the functivnality of the related cquipment is capitalised as part of that
equipment. When parts ol an item of property, plant and equipment have materially dilferent useful lives, they are accounted for as
sepatate itens (major components) of property, plast and equipment,

Property, plant and equipment {continued}

The gains and losses on disposal of an Hem ol property, plant and cquipment are determined by comparing the procecds (rom disposat
with the carrving amount of property, plat and equipment and is recognised net within other income/other expenses in stalement of
comprehensive income, Whesn vevaloed assets are sold, any related amount included in the assel revaluation reserve is transferred 1o

retained eamings.

Cerlait casements may have been donated by the Crown. These are recognised al cost ($nil) plus any direct cost asseciated with
pulting the easement in place.

Subsequent expeitditure
The cost ol replacing part ol an item ol properiy, plant aad equipment is recogaised in the caeryving amount ol the iten if it is probable

that the [uture ceonomic benelits embodied within the cemponent witf flow 1o SIEA and s cost con be measwred refiably. The costs
ol the day-to-day servicing and maintenance of property, plant and equipient are reeognised e profitor loss as incuirred
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Summary of significant accounting policies contined

Financial liabilities — Classificatien, subsequent measurement and gains and losses

Financiat liabilitics are classified as measured al amortised cost or FYTPL. A financial liability is classified as at FVTPL if it is
classified as heid-for-trading, it is a derivative or it is designated as such on initial recognition. Finaneial Habilitlics at FVTPL are
mcasured at fair value and nel gains and losses, including any interest expense, arc recognised in profit or loss. Other financial
liabilities are subscquently measured af amortised cost using the effective interest method. Tnterest expense and foreign exchange gaing
and losses are recognised in profit or loss. Any gain or loss on derecognition is also recognised in profit or loss.

Berecognilion

Financial asscts

SIEA derecognises a financial asset when the contractual rights o the cash flows rom the financial asset expire, or it transfers the
rights to receive the contractual cash flows in a transaction in which substantially alf of the risks and rewards of owuership of the
linancial asset are transferred or in which SIEA neither transfers nor retains substantialty all of the risks and rewards of ownership
and it does not retain control of the financial assct.

SIEA enters into transactions whereby it transfers assels recognised in is sfatement of financial posifion, but retains either all or
substantially all of the risks and rewards of the transferred assets. In these cases, the transferred assets are not derecognised.

Financial lahilities

SIEA derceognises a financial liability when its contractual obligations are discharged or cancelled, or expire. SIEA also derecognises
a financial liability when its terms are modified and the cash Bows of the modificd liability are substantially different, in which case a
new financial liability based on the modified terms is recognised at fair value

On derecognition of a financial liability, the difference between the carrying amount extinguished and the consideration paid
(including any non-cash assets transferred or liabilities assumed) is recognised in profit or loss.

Offsetting

Financial assets and [inancial liabilities are offset and the net amount presented in the statement of financial position when, and only
when, SIEA currently has a legally enforceable right to set off the amounts and it intends either to settle them on a nct basis or fo
realise the asset and settle the liability simultaneously.

Impairment of non-derivative financial assets

Financial instrinments:

SIEA reeognises loss allowances tor expected credit losses (ECLY on (inancial assets measured al amortised cost.

SIEA measures loss allowances at an amount equal to lifetime ECL, except for the [ollowing, which are measured as 12 month ECL:

~ debl securities that are determined {o have Low credit risk at the reporting date; and
— other debt securilies and cash at bank balances for which eredit risk (ie. the risk of delaull occurring over the expected life of
the financial instromenty bas not increased signtficantly since initial recognition.
Loss allowances for Irade receivables is abways measured at an amount equal te lifetime LCL a3 it does not include significan
lnancing coimnpanent,
When determining whether the credit risk ol a financial asset has fucreased significantly since initial recognition and when estimating
1ECTL the Authonty constders reasomable and supportable information that is relevant and available withoul updue cost or effort. This
isrcludes hoth quantitative and quaditative information wwl analysis. hased on the Authority's historical experience and informed credit
assessment and including forward-looking inlormation
Acassumes that the eredit risk o a Inancial asset has increased signilicontly 11t is more than 30 days past due,

SH:A considers a financial usset o be in defaull when:
— the borrower 1 unlikely o pay its credit ebligations w STEA i full, without recourse by the Anthurily o aclions such us
realising seeurity (i any is held); or
— the financial asset 15 wore than 90 days past due.
SHZA considers a debt seeurity to have ow credit risk when its eredit risk rating is equivalent o the globaily understood delinition ol
investment grade’. Fhe Authority considers tis (o be Buad or higher per raling ageney Moody’s or BBB- or hugher per raling agency
Litetime ECLs are the ECLs that result rom all possible default events over the expected Hife of o financial instrument
[ 2-month ECLs are the portion of ECLs that result from defaudy evenls that are possible withis the 12 months afier the reporting date
tor a shorter perind if the expected Life of the instrument #5 {ess than 12 months)

The maximum period considered when estimating BECLs is the maximum comtractaad period over which SIEA is exposed o eredit risk.,

Measurement ol 1C
ECLs are a probability-weighited estimate of eredit oss
the difference between the cash Mows owed 1o the authority in aceordanee with te contract and the cash Tows tat STEA expects w

s ey are measured as follows: the present value of all cash shortiadis (¢

reeened

12C s are discounted at the effective interest rate of the linancial assel.
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Summary of significant accounting policies confinied
Credit-impaired financial assets:

At each reporting date, the Autherity assesses whether financial assets carried at amortised cost are credil-impaired. A financial asset
is ‘eredit-impaired’ when ong or mere events that have a detrimental timpact on the estimated future cash flows ol the financial assct
have occuryed.

Evidence that a finaneial asset is credit-impaired includes the following observable data:

— significani financial difficulty of the berrewer or issuer;

- a byeach of contract such as a defauit or being more than 94 days past dug;

- it is probable that the borrower witl enter bankruptey or other financial reorganisation; or
— the disappearance of an active market for a security because of financial difficulties.

Presentation of allowance for ECL in the statement of financial position:
1.0ss allowances for financial assets measured at amortised cost arc deducted from the gross carrying amount of the assets.
Write-ofl:

The gross carrying amount of a financial asset is wrillen off (either partially or in full) to the extent that there is no realistic prospect of
recovery. This is generally the case when SIEA determines that the debtor does not have assets or sources of income or adequate
customer deposits thal could gencrate suflicient cash flows (o repay the amounts subject to the write-oft. However, {inancial assets
that are written off could still be subject 1o enforcement activities in order to comply with the Authorify’s procedures for recovery of
amounts due.

Inventories

Inventory is recorded at the lower of cost and net realisable value after duc consideration for excess and obsolete items. The cost of
inventeries is based on a weighted average basis and includes expenditure incwred in acquiring the invenéories and other cosls
incurred in bringing them to their existing location and condition,

Propevty, plant and equipment

Property, plant and equipment are initially recognised at cost less acconmiated depreciation and impatrment losses. Cost is determined
by including all cests directly associated with bringing the assets to their location and condition for their intended use. The
recogaition threshold is $5,000.

Purchased items including software that is integral to the functicnality ol the related equipment is capilalised as part of thal
equipnent. When parts of an item of property, plant ad cquipment have materially <ifferent useful lives, they are accounted lor as
separale iems (major compoenents) of properly, plast and cquipment.

Property, plant and equipment (continaed)

The paiss and losses on disposal ol an item ol property, plant and equipment are determined by comparing the proceeds [rom disposal
with the carrying amount of property, plast and cquipment and is recogndsed net within ether incomefollier expenses in stalement of
comprehensive inceme. When revalued assets are sold, any related amount incloded in the asset revaluation reserve is ransferred o

retned earnings,

Certain casements may have been donated by the Crown. These are recognised al cost {dnil) plus any dircet cost assecialed with
putting the easement in place.

Subsequent expendifute

g amownt of the iten il it is probable
hat the Tuture economic benelits embodied witlm the component will flow e S112A and its cost can be measured reliably. The costs

The cost of replacing part ol an gem ol property, plant and equipment is recognised m the ¢

ol the dav-to-day servicing and mamlesance ol property, plant and cquipment are recogriised 1n prolitor loss as incurred.
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Summary of significant accounting policies continued
Depreciafion
Depreciation is based on cilher the cost or revalued amount of an assel less its residual value. Significant components of individual
assets are assessed and if a component fras a uscful life that is different from the remainder of that asset, that component is depreciated
scparalely.
Depreciation of property, plant and equipment is caleulated using the straight line method Lo write down the cost or revalued amount
ol preperty, plant and cquipment to iés estimated residual value over its estimated useful life.
The standard estimated useful lives and depreciation rates for SIEA assel classes are as {ollows:

Land - Frechold - unlimiled

[.and - T.easeliold - amortised over the term of the lease

Buildings - Operational including power stations - 20 1o 30 years

Buildings - Noen-operationat - 15 to 50 years

Generators - 10 to 40 years

Plant & equipiment - 19 to 25 years

Distribution network - 20 to 60 years

Furniture & equipment - 5 years

Fumiture & equipment - Information technology - 3 to 5 years

Molor vehicles - 5 years

Tools - 3 to 5 years
The useful lives and residual values are reviewed at each reporting date and adjusted if appropriate.

Revaluation of preperty, plant and cquipment

Land, buildings, generators and plants are shown at fair value, based on valuations by external independent valuers, less subsequent
depreciation of assels. The fair vaiues are recognised in the financial statements of SIEA, and are reviewed at the end of each
reporting period to ensure that the carrying value of assets is not materially different to their fair values.

The primary valeation methodotogics used in valuing land and buildings are the direct comparisen and income capitalisafion
approaches cross checked with cost approach. These methodologies use market derived assumplions, including rents, capitalisation
and lerminal rates, and discount rates obtained from analysed transactions. The adopted methodologies are considered to provide the
best estimate of value.

The Directors propose {o have such asset revaluations cvery three or [ive years.

Electricily infrastructure assets are valued on an oplimised depreciated replacement cost {ODRC) approach. The ODRC valuation of
electricity assets is generally considered fo represent the minimum cost of replacing or replicating the service potential embodied in
the network with modern eguivalent assets in the most cflicient way possible [rom an engincering perspeclive, given the service
requirements, the age and conditien of the existing assets and replacement in the normal course of business.

Any revaluation increase arising on ihe revaluation of assels is credited o the asset revaluation reserve, except to the extent that it
reverses a revaluation decrease lor the same asset previously recognised as an expense in profil or loss, in which case the increase is
credited to the profitor loss 10 the extent of the decrease previously charged. A decrease in carrying amounl arising on the revaluation
ol assels is charged as an expense in statement of comprehensive mcome W the extent that it exceeds the bakance, i any, held in the
asset revaluation reserve relating Lo a previous revaluation of (hat asset.

Depreciation on revalued wsets 18 charged o profit or loss. On the subsequest sale or retirement of a revalued assel, the attributable
revaluation surplus remaining in the asset revaluation reserve, is translerred directy o retuined carmings

Impairment of non-financial assets

Al cach reporting date, SIEA reviews the carrving amownts of s tangible and intingible assets o determie whether there is any
inclication thiat those assets have suflered an impairment Joss. I any sueh indicabion extsts, the recoverabie amount of the asset is
cstimialed in order to determine the extent of the impairment Loss (iFany). Where the assel does notl generale eash flows that are fargely
independent from ether assets, the company estimates (he recoverable amount of the cash generating voil 10 which the asset belongs

Intangible assets with indelizite useful lives and intngible assets not yel available for use are tested for impairiment annuatly wnd
whenever there 1s an indication that the assel miwy be impaired.

Recoverable amount 15 the higher ol Lair value less costs (o sell and value inuse. Tn assessing value in use, the estimated future cash

flows are discaunted to their present value using a pre-lax discount rate that relects current market assessuwnts of the tme value off
meney aed the oisks speeilic (o the asset for which the estimates ol futere cash Qows hiave not been adjusted.

I[ the recoverable amount ol an asset {or cush generating unit) is estimated o be less than its carrving amweoat, the curying amount of
the gsset {or cash generating unit) is reduced o its recoverable wmount, An impairment Toss i3 recognised inprofil or loss immediately,
paless the relevant asset is carried at Gae value, in which case the impairment foss s treated as a revaluation decrease.

Where an impatrment loss subseyuently reverses, the carrying amount of the asset (ur cash generating unit) s increased o he revised
ving amoint that

estinmite ol its recoverable ameunt, but vnly to the extent that the increased carrving amount does not exeeed the ¢
would hiave been determined bad na impairment loss been recoguised [or the asset (or cash generating unit) in prior years. A reversal
ol an impairment loss 5 recognised moprofit o less immediately, unless the relevant asset is carried af fair value, in which case the
reversal ol the ipaicmient kess s reated as a revatuation increase hrough Q1
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Sumunary of significant aceounting policies contirued

Lniangible assets
The cost of acquiring an intangible asset is amortised from the date the underlying asset is held ready Tor use on a straight line basis
over the peried of its expected benefil, which is as follows:

Softwarc - 3 to 7 years

Eascments - indefinite
Easements are deemed to have an indefinite useful life, as the contracls do not bave a maturity date and SIEA expects to use the
casements indefinitely. Therefore, casements are not amortised. Their value is assessed annually for impairment, and their carrying
value is writlen down if found impaired. SIEA capitatises the direct costs associated with putting the easements in place. These costs
include registration and associated legal costs and also any injurions affection payiments. Where SIEA buys land and then establishes
an casemnent, a valuation is ebtained for the easement. This valuation is used as deemed casement cost and capitalised, with a
corresponding reduction in the land valuation.
Tor intangibles with a finite life, where the periods of expected benelil or recoverable values have diminished due teo technalogical
change or market conditions, amortisation is accelerated or the carrying value is written down.

Capital work in progress

Capitat work in progress is recorded at cost. Cost is determined by including all costs direclly associated with bringing the assets (o
their location and condition. Finance costs incurred during the period of time ha is required to complete and prepare the asset for its
intended use are capitalised as part of the totat cost for capital work in progress. The finance costs capitalised wre based on the
company's weiglted average cost of borrowing. Assets arc ransferred from capilal work in progress fo property, plant and equipment
as they become operational and available for its intended use.

Employee benelifs
Provision is made for benefits accruing fo employees when it is probable that settlement will be required and they are capable of being
measured reliably.

Shori-term benafits
Short-term benefits comprises of accrued salaries and wages, bonus, annual leave, and eatitlement {0 Solomon Islands Nalional
Provident Fund are expenses as the refated service is provided.

Provisions made in respect of employee benefits expected to be settled within £2 months, arc measured at their nominal values using
the rate expected to apply al the time of settlement.

Long-term benefils
A early retirement scheme is & long-term benetit provided by SIEA to ils employcees,

Provisiens made in respect of employee benefits thal are not expeeted to be setiled within 12 months are measured at the present valie
of the estimated cash Hows to be made by SIEA in respect of future benelits that employees have eamed in return for their services in
the current and prier periods,

For cach future yeur the amounts of entitlements expected to be paid on termination ol employment have been determined by making
a prajection of cach employee based on Lheir cumrent salary, age and service, as well as assumed rales of death, disablement,

retirement, resignation and rates ol nflation. The resulting cash Nlows have thes been converted 1o a present valie by discounting
from the expected date of payment to the valuation date at the assumed diseonnt rate o determine the fotal liability.

Taxation
Under the Electricity Act, SIEA 15 exempt Gom income (s,

IForcign currency transactions

Transactions denominaled in a foreign curreney that are nol hedged are converted al the prevalent exchange rate at the date of the
trapsuction. Foreign curreney receivables and payables al batance date are translated ot exchange rates prevailing at halance sheet dute
ixchange differences avising on the translution or sciement ol accounts payable and reccivable in foreign currencies are recoenised
in e slatement of coprehensive income.

Cush flow stiatement

For the purposes of the cash flow statenrent, cash is considered 10 be cosh held in baak aceounts (net of hask overdrafis) plus highly
liguid investiments (hat are readity converlible (o known amounts of cush, which are subject o an nsignificant risk of changes in
value, Cash Tows from certain iwems are disciosed nel, daue o the short term miawritios asd volume of wransactions imvelved.
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Swmmary of significant accounting policies confinued

Grants

An unconditional grant related 1o an assel is recognised in profit or loss as other income when the grant becomes receivable.

Other grants are recognised initially as deferred income al fair value when there is reasonable assurance that they will be received and
SIEA swill comply with the conditions asseciated with the grant and are then recognised in statement of comprehensive income as
other income on a systemalic basis over the useful life of the asset. Grants thai compensate SIEA (or expenses incurred are recognised
in statement of comprehensive income as clher operating income in the same periods in which the expenses are recognised.

Provisions

SIEA recognises provisions when there is a present obligation, the future sacrifice of economic henefits is probable, and the amount of
the provision can be measured reliably. The amount recognised is the best estimale of the consideration required to seftle the present
obligation at reporting date, taking into account the risks and uncertainties surrounding the obligation at reporting date. Where a
provision is measuring the cash flows estimated 1o settle the present obligalion, its carrying amount s the present value of these cash
flows.

Leases
At inception of contract, STEA assesses whether the contract is, or confains, a lease. A contracl is, or centains, a fease if the contract
conveys the right to control the use of an identified assct for a period of time in exchange for consideration. To assess whether a
conlract conveys the right to control the use of an identified assel, SIEA assesses whether:
« The contract invoelves the use of an identified assel — this may be specified explicitty or implicitly and should be physicaliy distinct
or represent substantially all of the capacity of a physically distinct asset. I the supplier has a substantive substitution right, the asset
is not identified;
+ SIEA has the right to obtain substantially all of the economic benefits from use of the asset throughout the period of use; and
+ SIEA has the right to direct the usc of the asset. SITEA has this right when it has the decision-making rights that are mest relevanlt to
changing how and for what purpose the asset is used. In rare cases where the decision about how and for what purpose the asset is
used is predetermined, STEA has the right o direct the use of the asset if either:

% STEA has the right to operate the asset: or

¢ STEA designed the assel in a way that predetenmines how and for what purpose it will be used.
This policy is applied to conlracts entered into, or changed, on or after | January 2019,
At inceplion or oz reassessment ol a conlract that contains a lease compenent, STEA allocates the consideration in the contract 10 cach
lease component on the basis of their relative stand-alone prices. However, for the leases of land and buildings in which it is a lessee,
SIEA has elected not to separate non-lease compone:ts and account for the leases and non-lease componenls as a singie lease.

As a lessee

SIEA recognises a righl-of-use assel and a lease lability at the lease commencement date. The right-of-use asset is initially measured
al cost, which comprises the initial amount of the lease lLiabitity adjusted for any lease payments made at or belore the commenceimenl
date, plus any initial threet costs incurred and an cstimate of costs (o dismantle and remove the underlying asset or v restore the
underiving asset or the sile on which 1t is located, less any lease incentives received.

The righl-of-use assel is subscquently depreciated using the straight-line method from the commencement dite (o the carlier ef the el
ol the uselul life of the right-ol~use assct or (he end of the lease term, The estimated useful lives of right-ol-use assets are determined
on the same basis as those of property and eyuipment. In addition. the righl-of~use asset is periodically reduced by mpairment losses,
any, and adjusied for certain re-measurements of the fease Habilily.

The tease liability is intaHy measured at the present value of the lease payments that are net paid al the commencemant date,
discoured using (he interest rate implicit in the lease o, if that rate cannot be readily determined, SIEA’s incremental borrowing rate.
Cienerally, SIEA uses its ineremental borrowing rate as the discount rate.

Lease puvients included in the measurenient of (he lease Hability comprise the following

+ Fixed payments, including in-substance fixed payments;

« Variable lease payraents that depend on an index or a rate, injtialfy messured using the index or rate as at the commencement date;

« Amounts expected to be pavable under a residual value puarantce; and

= The exercise price ander a purchase optiozs that SIEA is reasonably certain o exercise, lease paymenis in an optional renewal period
[ SHEA i reasonably cortain o exercise an extension eption, and peoaltics for carly ermination of a lease unless SIEA s reasonably
certain nel w0 rminate early.

The Lease Liability is mesured at amortized cost using the eftective interest method. Tt s remeasured where there is @ change in [uture
lease payvments arisiiny [rom a change inan index or tale, 10 tere s a change in S1EAs estimade ol the amount expected o be payable

sstenl of whether (will exercise a purchase, extension or termination

under a residual vadue guaruntee, or iU S changes its ass
When the lease liability is remcaswred in (his way, @ corresponding wdjustment 15 made w the carcving amount el the right-ol-use
assel, or s recorded in profil o loss i e carrving amount of tw right-el=use assel s been reduced 1o zero.

Short-term feases and leases of low-value assets

SIEA has clected not 1o recognise rieht-ol-use assets and Tease Tabilities For short-ternn leases of machinery that have o lease term off
12 months or less, wmporary stafl residences wmd feases of low-vidue assets, cluding T equipment. SHEA recognises the lease
pavients associated with these leases as an expense on astraight-line basis over the lease term.
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i)

Summary of significant accounting policies confinied
£ g1

I} Leascs {continued)

When STEA acts as a lessor, it determines at lease inceplion whether each lease is a finance lease or an operating lease.

To classify each lease, SIEA mukes an overall assessment of whether the lease transfers substantially alf of the risks and rewards
incidental to ewnership of the underlying asset. If this is the case, then the lease is a finance lease; if not, then it is an operating Jease.
As part of 1his assessment, SIEA considers cerlain indicators such as whether the lease is for the major part of the cconomic life of the
assel.

When SIEA is an intermediate lessor, it accounts for its intercst in the fiead lease and the sub-lease separately, Tt assesses the lease
classification of a sub-fcase with reference to the right-ol-use assei arising from the head lease, not with reference to the underlying
assel. [Fa head fease is a short-lerm lease to which SIEA applies the exemption described above, then it classifies the sub-lease as an
operating lease.

[ an arrangement contains lease and non-lease components, STEA appiies IFRS 15 to allocate the consideration in the contract,

Finaneial risk management

Overview

SIEA has exposure to the following risks from iis use of financial instruments;

i)  Credi risk

iy Liquidity risk

iy Market risk

iv) Infterestrate risk

This nofe presents information about SIEA’s exposure to each of the above risks and STEA’s objectives, policies and processcs for
measuring and managing risk. Further quantitative disclosures are included tiwoughout these financial statements.

Risk management framework

The Board of Dircctors has overall responsibility for the establishment and oversight of SIEA’s risk management framework. SIEA’s
risk management policies arc cstablished to identify and analyse the risks faced by SIEA, to set appropriate risk limits and controls,
and to menitor risks and adherence to limits. Risk management policics and systems are reviewed regularly to reflect changes in
market conditions and STEA’s activilies. SIEA, through its training and management standards and procedures, aims to develop a
disciplined and constructive control environment in which all employees understand their roles and obligations.

SIEA's Board oversees how management monilors compliance with SIEA s risk management policies and procedures and reviews the
adequacy of the risk management framework in refation (o the risks faced by SIEA. The Boward is assisted in their oversight role by
Internal Audit. Internal Audit undertakes both regular and ad-hoe reviews of risk management conlrois and processes, the result of
which is reported (o the Board

The above risks are limited by SIEA'S [nancial management poticics and procedures as deseribed below:

Credit risk

Credit risk is the risk of fimancial loss 10 SILA il a customer or counlerparty (o a financial instrument Fails to meet its contractual
obligations and arises principally from SIE

s recetvables [ronl customers, investment in debt seeurities, and cash and call deposits,

SIEA's exposure Lo credit risk is inlluenced mainty by the individual characteristics ol cach customer. [lowever
considers the demegraplics of SIEA's customer base, including the defanll risk ol the industry as these (actors may have an intluence
an credit risk.

management alse

The carrying amount ol linancial assets represents the maximum credil exposure.

Expected eredit loss assessment

Trade receivables

SIL Vs historical observed delault
rates, and &5 adjusted by a forward-looking estimate that includes the probability of o worsening economie environment within the
next year. Aleach reporting date, the Authority updates the observed default history and forward-looking estintles.

SIEA uses an aflowance matix o weasure the EC)s of trude receivables rom individuad customers, which comprise a large number
of balances.

A uses a provision mairix o deterndne the Hivtime expected credit losses. T is based on the S1F

Loss vates are ealeulated vsing a ‘roll rate” method based on the probabilivy of a receivuble progressing through suecessive stages of

delingueney (o write-oll
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Financtal risk management continued
The following ables provide information aboul the exposure to credit visk and BCLs for trade receivables and contract assets from
individual customers categorised into kilowatt debfors and cash power deblors as at:

Kilowatt debiors:

Weighted
average loss  Gross carrying
rates amount Loss allowanee  Credit impaired

2021 Yo 8 S
Current - 30 days past due 12.23% 20,019,480 2,448,730 Ne
30 - 59 days past due 24 8% 9,453,452 2,304,448 No
60 - 89 days past due 46.08% 6,186,890 2,850,860 No
Q0 or inore days in past duc T2.11% 17,274 546 12,456,500 Yes

52,834 368 20,060,538.00
2026
Current - 30 days past duc 12.19% 18,888,278 2,302,481 No
30 - 59 days past due 23.99% 6,752,283 1,619,873 No
60 - 89 days past due 46.03% 3,778,189 1,739,100 No
90 or more days in past due 64.60% 15,769,610 10,187,514 Yes

45,188,360 15,848 968
Cash power deblors:

Weighted
average loss  Gross carrying
rafes amount  Loss allowance  Credit impaired
2021 Yo 3 s
Current - 30 days past duc 9.70% 749,500 72,702 No
30 - 59 days past due 11.81% 33,128 3,912 No
60 ~ 89 days past duac 12.35% 842,980 10,250 No
90 or more days in past due 31.88% 7,800,890 2,486,898 Yes
8,660,498 2,573,762

2020
Current - 30 days past due 9.70% 1,401,214 135918 No
30 - 59 days pasl due 11.81% 1,123,926 132,736 No
60 - 8% days past due 12 36%% 1,200,321 148,360 No
90 or more days in past due 8.08%, 9,393,363 758,904 Yes

13,119,354 1175918

Loss rutes are based on aclual credil loss experienced over the pust three years.
The movement in the allowance far impairment in respect of irade receivabies and other receivables during the year 15 disclosed in
note 16.

Impairment on other receivables from Solomon Tslands Government and state-owned entities has been measured en the 12 month
expected loss basis, and the resulted impairnent losses is not considered material by management on reporting date.

Cash and cash equivalents

SIEA held cash and cash equivadents of $305. 134483 at 31 December 2021 (2020: $287,755.658). The cash s held with dilferent
Banks, whose ratings ranged [rom Aad w Caat based on Moody's credi reings.
fmpairent on cash and cash equivalents has been measured on the 12 month expected foss basis and reflects the short maturitics ol

g exposures

Aceordingly, due 10 short maturities, the awthority did nol recognise an impairment allowance against eash and cash equivalents as a
31 December 2021 62020: Sl

Debtinvestneent scearitics

SHEA held debt investment seeurilics of 376,000,000 at 31 December 2021 20260 $70.000.000), The debt mvestment securilics e
held with institutions which are rated Aa3 w0 B3 based on Moody™s credit eatings, In relation o deht mvestment securities held with
these wistisetions, the Authority montors changes i ceedit risk by trackizng published external eredit ratings but when exiernal credit
ratings are not available or published. SIEA wwonitors changes in credit risk by reviewing available press and regutatony information.

Imypativment on debt investment seearities held with banks and Selomon [stands Government has boen mcasured on the 12 month

expected foss basis.
I'he Amthority did not recognise an impainent aliowanee against debt secaritivs as at 31 December 20210 (20240 Sl
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fif)

Financial risk management continned

Liguidity risk

Liquidity risk is the risk that SIEA will encounter difficulty in meeting the obligations associated with its financial Habilities that are
settled by delivering cash or another financial assel. SIEA’s approach to managing liquidily is te ensure, as far as possible, that it will
always have suflicient liquidity to meet its labiliies when dwe, under both normal and stressed conditions, without incurring
unacceptable losses or risking damage 10 SIEA’s reputation,

S1EA ensures that it has sullicieat cash on hand o meet operational expenses including the servicing of financial obligations but this
excludes the potential impact of extreme circumstances that cannol reasonably be predicted, such as natural disasters.

The following are the contractual maturities of financial liabilities;

31 December 2021

Carrying 6 months or 6-12 months Greater than
amount less 1 yeur Total
S ) 8 s S
Financiak liahilitics
Trade and other payables (excluding
contracted liabilities) 34,418,193 34,418,193 - - 34,418,193
Sotomon Islands Government loan 17,978,922 1,760,735 1,732,712 16,974,190 20,467,637
Leasc liability 2,767,703 1,554 443 556,195 2,659,800 4,770 438
55,164,818 37,733,371 2,288,907 19,633,990 59,656,268
31 Pecember 2020
Carrying 6 maonths or 6-12 months Greater than
amount less 1 year ‘Total
M) S S 8 )
Financial liabilitics
Trade and other payables (excluding
conttracted liabilities) 39,154,138 39,154,138 “ - 39,154,138
Solomon Islands Government loan 20,690,595 1,814,969 1,786,945 20,353,430 23,955,344
Lease liability 6,175,360 2,131,972 1,335,210 4,248,594 7,715,776
66,020,093 43,101,07¢ 3,122,155 24,602,024 70,825,258

Market risk
Market risk is tle risk that chasges in market prices, such as fucl prices, foreign exchange raies and inlerest rates will alfect SIEA'
income or the value of s holdings of fimancial instruments. The objective of market risk management is to manage and control market
risk exposures within acceptable parameters, while optimising the return.
Fueel price risk
SIEA is subject o a menthly tarifl review. The lacifl is based on the Eleetricity Tarifl (Base Tarill and Tarill Adjustments)
Regulations 2016 which is adjusted every month for the Honiara Consumer Price Index {CPI), the Producers Price Index (PRI, TISA),
the exchange rate between the UUSH and SBI} and the fuel price movements, Fuel costs of $172 million (2020: $139 million)
cemprises 4% (20200 37%5) of the expenditure of SILA, 50 movements in fuel prices are critical to the profitability of SIBA. The
monthly tarifl review Bowever considers the [uel price movements, the CPI, PPL and exchunge rate changes, therefore there is a
natural hedge against markel mevements.
A change of 100 basis points (bp) i fuel pricing at the reporting date would have increased! {decreased) profit or loss by amounls
showa below. This analysis assunies that all other variables, in particular foreign currency rates, remain constant.

Profit or loss

[0bp decrease 100bp inerease
S0 SO
Revenue 447,300 487 106
Expenditure 375,683 410,083
Net Profit 71,617 77.017

Interest rate risk

Interest rate risk 1s the risk that a change in interest rates will impact net interest costs wul berrowings,

SIEA fras invested i debt secunties and has interest-bearing borcowing (ros the Solomon [stands Governgient, These are at a fised
inlerest rate during the term of the instiuments

CGiven the (ixed nalure ol mlerest rates described above, the Auwthority has a high level ol certaingy over the impagt on cash {lows
arising frony intevest ipcome and interest expenses. Accerdingly, S1EA does not require simulations o be performed over impact on
el profits arising from changes in interest rates.

Farthermore, lor (hase Tinancial assets and linancid Babilines which are not carvied at Tair value, their corrving amount is considered a
reasonable approximation of fair value

Currency risk

The Aunthority s exposcd 1o currency risk 10 the extent that there 5 a mismateh between the cwrencies i which purchases, and
horrowings are denomiztated and G respective Tonctional currencies, 'The Awthority does net have signilicant exposure 1o currency

sk,
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Note
8§  Other operating inceme

Other

Tina Hydro refunds

Stale cheques
Reconnections

Interest received
TUnconditional grant income

9 Generation and distribution

Fuel

Lubricating oil

Other

Personnel 12
Repairs and maintcnance

10 Administration

Advertising

Bank [ees

Computer bureau charges
Consulfancy fees

Directors fees and expenses
Electricity

Electricily rebate

Freight

Insurance

Personnel 12
Printing and slationery
Professional fees

Property expenses
Telecommunications
Travel and accommodation

11 Operating expenses

Customs handiing charges

Persennel 12
Repairs and maintenance

Vehicle cosls

12 Personnel expenses

Salaries and wages

NPT

Retirement benelit expense
Others

Personnel expenses classed by [unetion 5 a3 [ollows:
CGrenerution and distribution
Administralion

Operaling expenses

Average nomber of cmplevees during e vear was 2935 (2020 280)

2621
S

1,463,185
349,340
1,500
5,189,823
851,631

7.855479

171,791,473
3,442,103
2,820,000

30,313,319
12,993,893

221360790

519,798
167,124
2,117,925
3,567,855
303,432
3,191,351
5,483,371
372,802
3,181,750
32,570,280
2,012,397
682,530
4,623,869
3,099,837
3,024,729

65,819,049

4,089,819
12,622,731
2718078
4,689,781

3

5,120,409

47,391,900
3.094.699
3,125,844

22 %93 887

76,306,330

30313319
32 5701280
13,622,731

76,506,330

L7 =]

1,033,869
204,583
332617

2,500

4463177

6,036,746

139,365 434
3,178,396
2,836,300

32,023,737
16,552,333

193,936,700

1,124,892
338,749
2,957,213
2,027,023
262,431
2,988,165
4,440,976
1,002,644
2,522,861
36,268,465
2,010,856
2,003,733
3483851
3.602,191
2940544

68,004,504

3713480
13,161,391
4,365,298
4,720,604

23,900,773

61,180,430
3235264
2916114

14,071,785

81393593

32023737
36268465
13,101,391
81,393,503
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Solomon Islands Electricity Authority
trading as 531, EPOWIER
Notes to the financial statements
For the year ended 31 December 2021

13 Property, plant and equipment continued

SIEA has a policy to revalue infrastructure and property assets every 5 years, During the year a revaluation exercise
was conducted for Land and Buildings. Generaiors and the distribution network which are subject to revaluation
were not revatued during the year due to o local experlise and the borders were closed for overseas cxperls to enter
the country. SIEA is of the epinion that there has been no material change in the carrying value of the generators and
distribution networks despite the last revaluation conducted by Sinclair Knights Merz (SKM)} in 2016 since assets
are appropriately mainlained.
In2016 SIEA engaged Sinclair Knights Merz (SKM) to carry out an independent valuation of the following classes

Generators

Distribution network

Plant and equipment
The valuation methodology utilised by SKM was the optimised depreciated replacement cost (ODRC) appreach
which is generally considered to represent the minimum cost of replacing the service potentiaf embodied in the
network with modern equivalent assets in the most efficient manner from an engincering perspective given the
service requirements, the age and condition of the existing assets.
During the year, SIEA engaged IQV Development Realtors Services to carry out an independent valuation of all
land and buildings. Land was valued at fair value, based on average market based evidence and buildings were
valued using the replaccment cost method upen the appraisal of a professionally qualified valuer. The valuation was
completed in December 2021, booked into the accounts from that date, and reflected in the financial statements as at
31 December 2021.
During the revaluation of buildings the replacement cost method required the valuer to use some unobservable inputs
which included the standard square metre per area of the buildings, bench marked against the standard per square
metre as issued by the Honiara Town Council. In addition, a depreciation rale was applied to the building valuation
to the extent of the inspection conducted and the condition of the building, including the current market price of
materials for bringing the buildings back to their original statc.
In 2016 the combined resulls of this valuation process was an increase in fixed asscts and the asset revalualion
reserve of $83,414,971, However, this increase in value was partially offsct by an impairment Joss of $158,334
which was expensed in profit or loss.
1In 2021 the result of the valuation process was an increase in land and building assets and their corresponding
reserves of $71,717,897. However, Lhis increase in value was partially offset by an impairment loss of $278,514
which was expensed in profit or loss,
During the year management undertook a Gxed asset verilication ol its buildings, plant and equipment o ascertain its
existence and value, which resulted in a disposal loss o' $622,523 (2020: $13,686,603), which was the book value ol
assets nol in existence or no longer operational.

202t 2020
3 s

Perpetuad Estate Land [9.841,962 1,427,500

Fixed Term Estate 80822112 36,306,221
100,664,073 47.733.721

14 Cash and cash equivalents

Short-term deposits 564,886 131,994,376

Cash on haml 47,004 47.000

Casly at bank 304,250,025 135,674,082
303101911 287,715,658

The short-term deposits wnounting o $864.886 and $130,660,285 (2020: $151.994,376) wre invested with ANZ
Banking Group Ltd « Solomon Istands Branch und Bred Bank Solomon at rales of 0.3% and 1.73%. The deposits
have terms of between on-eall and one month. Accordingly, these shorl-tenn deposits have been considered as cash

and cash equivalents for the purpose of the statement ol cash Now.,
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2021 2020
5 h)
Inventories
Elcctrical and mechanical 59,400,027 58,274,089

Fuel and lubricants held on site on consignment basis from the supplicr, South Pacific Oil Lid, through a contract
signed in 2018, Therefore, no fuel and lubricants arc recorded in SIEA's inventory.

Receivables

Current
Trade recetvables - kilowatt 52,934,368 45,188,360
Allowance for impairment - kilowait (20,060,538) (15,848,968)
Trade receivables - CashPower 8,666,498 13,119,354
Allowance for impairment - CashPower (2,573,762) (1,175,918)
Staft advances 515,046 292,119
Allowanee for impairinent- stafl advances (57,224) (31,787)
Unread meters 13,646,889 12,953,676
World Bank 5,915,250 3,597,737
Asian Development Bank - 880,800
Selomon Island Government 4,178,973 -
Other debtors 1,843,752 2,194,827

65,009,253 61,170,200

Allowance for impairment

Balance at the beginning of the year 17.056,673 14,904,941
Impairment recognised 6,386,232 2,630,743
Bad debts written off during the year (751,381) (479,011
Balance at 31 December 22,691,525 17.056.,673

Government bonds

Government bonds 70,000,000 74,000,000

On 1 December 2018 SIEA purchased Domestic Development Bonds with a face value of $30M [fom the Selomon
islands Government. The bonds have an imerest rate of 5% per annum which is W be paid seovi-annually, The bonds

have @ maturity date o 1 December 2028 and there is 4 3 vear grace period belfore principal repayments commencee.
3 ) 2 ! [

On 1] May 2620 SIEA purchased Covid-19 Domestic Development Bonds with a [ace value of $40M Lrum the
Solomon [slands Government, The bonds have an interest rate of 3% per annuny which is 10 be paid semi-annually.
The bonds have a matwrity date of 11 May 2030 and there is a 3 vear grace period belore principal repayments

COMIMEnce.
Contributed capital

Contributed capital 246,933,170 246,933,170

Contributed capital represents the Selomon [slands Government's equity contributions 1o SIEA, This is net in the

form ol shares.

L
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19  Deferred incone
Balance at 1 Janvary 137,804,108 129,897,481
Additional deferred income 15,162,565 15,819,420
Deferred income recognised during the year (8,254,407 (7,912,793)
Balance at 31 December 144,712,266 137,804,108
The deferred income is shown on the statement of financial position as follows
Current 8,254,407 7,912,793
Non-current 136,457,859 129,891,315
144,712,266 137,804,108

In 2007, the Government of Japan entered infte an agreement with Solomon Islands Government to fund the

construction of Lungga Generator and Power Station on behalf of SIEA. The funding of these capital works is a non-
reciprocal grant. The value of the capital works was approximately $48 million and has been accounted for by SIEA
as a nen-current asset with a comresponding amount faken o deferred income. The deferred income is being

amortised to the statement of comprehensive income over the life of the power station.

In 2014, a grant of approximately $3.2 miilion was reecived from the Japanese International Corporation Agency
(JICA) te fund a 50 kW solar grid a( the Ranadi Headquarters in Toniara. The value of the capital works has been
accounted for by SIEA as a non-current asset with a corresponding amount taken o deferred income. The deflerved
income is being amortised to the statement of comprehiensive income over the life of the solar grid.

In 2013, a grant of approximately $3.058 million was received from the World Bank through the Solomen Islands
Sustainable Energy Project (SISEP) to fund the installation of a 33kV underground power cable from Lungga Power
Statien to Ranadi Substation. This praject was completed in May 2015 and the value of the capital works has been
accounted for by SIEA as a non-current asset with a corresponding amount taken to delerred income, The deferred
income is being amortised to the stalement of comprehensive income over the lite of the underground power cable.

In 2013, a grant of approximately $1.493 million was received lrom the World Bank through the Solomen Lslands
Sustainable Lnergy Project (SISEP) 1o fimd the installation of LIV switchgear in Honiara Power Station. This
project wus completed in Junuary 2015 and the value ol the capilal works has been accounted (or by SIEA as a non-
currenl assel with a corresponding amount taken (o delerred income. The deferred income i being amortised to the

statement of comprehensive income over the Tile olMthe equipment.

In 20103, & grant of approximately 30,839 million was received from the World Bank through the Solomoen Islands
Sustainable Lnergy Projeet (SISEP) 1o fund the instatlation of cooling radiators al the Lungga Power Station. This
projeet was completed in June 2005 and the value of the capital works has been accounted for by SIEA as a non-
curreit asset with a corresponding amount taken Lo delerred income. The delerred income is being amortsed w the

statement of comprehensive income over the lile of the radiators.

[n 2015, & grant of approximalely $0.765 million was received [om the Asian Development Bank 1o Rind the
constrotion of a Coconut Ol Conditioning Unit in Auki, The value of the capital works has been accounted for by
SIEA a5 w non-current assel with a corresponding amount taken o deferred income. The deferred inconie s being
amertised 1o the statement o comprehensive ineonw over the life ol the unit,

In 2015, a grant of approximalely $EOTS million was received [rom the Asian Development Bank 1w Tund the
procurement of a Generatar Setin Auki. The value ol the cupite works has been aceounted for by SIEA as a non-
current assel with a corresponding amount taken o delerred income, The deferred income is being amortised (o the

statement ol camprehensive incone over the life ol the generator,

=l
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19 Deferred income continued

In 2015, a grant of approximately $0.867 millien was received from the Asian Development Bank to fund the
procurement of 11kV and 415V Distribution Lquipment for the Auki Power Generation and Distribuiion Pilot
Project. The value of the capital works has been accounted for by SIEA as a non-current assel with a corresponding
amount taken to deferred income. The deferred income is being amortised to the statement of comprehensive income
over {he life of the equipnient.

In 2016, a grant of approximately $32.5 million was received from the United Arab Emirates Pacific Partnership
Fund and the Ministry of Finance and Treasury of the Government of New Zealand to fund a 1000 kW grid connect
solar farm at Henderson in Honiara. The value of the capital works has been accounted for by SIEA as a non-current
assel with a corresponding amount taken to deferred income. The deferred income is being amortised (o the
statement of comprehensive income over the life of the solar grid.

In 2016, a grant of approximately $1.627 million was received from the Italian Ministry for the Environment, Land
and Sea to fund simutation software to enable SIEA to carry out electricily network planning together with the
necessary training and consulting services. The deferred income will be amortised to statement of comprehensive
income over the life of the project once the full amount of the grant has been utilised and capitalised to the Fixed
Asset register.

In 2017, (31.465 million), 2018 ($3.888 million), 2019 ($9.902 million) and 2020 ($1.596 million) grants were
received from the Global Partnership on Output-Based Aid to subsidise the cost of providing electricity (o low
income households. The deferred income is being amortised to the statement of comprehensive income over the lile
of the preject.

In 2017, ($0.306 million), 2018 ($5.476 miilion), 2019 ($37.731 million) and 2020 ($6,639 million) grants werc
received from the Asian Developmenl Bank (ADB) to fund the construction of [ive grid connected solar power
plants in an effort to increase the supply of reliable, clean clectricily. The deferred income will be amortised 1o the
slalement of comprehensive income over the lile ol the project once the full amount of the grant (approximately $67
niillion} has been utilised and the asset capitalised to the Fixed Asset register.

In 20118, ($9.778 million) and 2019 ($9.125 million} was received from the New Zealand Ministry of Foreign Affairs
and Trade 1o expand the access (o affordable, reliable and clean energy in rural areas of the Solomen Tslands. The
deferved income will be amortised (o the statement of comprehensive income over the life of the proiect once the [ull
amou of the grant has been wilised and capitalised Lo ihe Fixed Assel register,

In 2018, grants lotalling approximately $10.516 million were reccived [rom the World Bank through the Solomon
Istands Sustainable Bnergy Project (SISEP) 1o fund construction of power subslations and the installation of
translormers al Ranadi, Kola'a Ridge and lor the relocation of the 1Tk feeder 12 [rom Lungga Power Stalion o
East Honiara Substation. The projects have been partially completed and where applicable the value of the capital
works has been accounted (or by SIEA ay & non-current asset with a corresponcing amount taken 1o deferred incone,
The deferred income is being amortised to the statement of comprehensive income over the Jife of the substations,
transformers ancd the feeder.

1 2019, {$0.387 millicu) und 2020 ($15.8 million } grants were reecived from the World Bank through the Solomen
Islands Electricity Aceess and Renewable Energy Expansion Project (SIEARELP ) (o [ind constraction of renewable
encrgy lwbrid mini-grids, electricity connections in bow income arcas, grid-comnected solar power and the cnabling
of environment and project management. Total expected grant [or the project is around $113.296 million. The
deferred income will be amortised o (he stalement of comprehensive income upon subsequent completion of the

specific projects. The capitadisation of the completed project will also be made inte the Fised Asscel regisier.

I 2021, Selomon Power and ihe Solomon Islands Government signed a collaboration agreement lor the
impiementition of the rural clectrification component under the communify benelit sharing project. The funding
under the eolfuboration agreement s 1o assist Solomen Power to conaliuet transmission lines, house wiring and bring
electricity o landowners who have provided their land and resources wowards Tina River Tyvdro Projeet, Iy 2621,
construction works up to $3.179 mitlion has been incurred and accumulated by Solomon Power under deferred
income. The amortisation ol the deferred income will commence when the project is compleed and targeted

customers are fully energised.
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20 Trade and other payables

Current
Trade creditors
Other payables and accruals
Contractual liabilities
Consumer deposits

21 Solomen Isfands Government lean agreement

2021 2020

5 3

199,571 331,173
28,316,689 33,308,629
3,588,573 2,107,426
5,901,933 5,514,336
38,006,766 41,261,564

Under an agreement signed with the Solomon Islands Government in June 2014, SIEA has been granted a loan
facility of up to $81,883,440 to assist in the financing of the Solomon Islands Sustainable Energy Project (SISEP), at
an interest rate of 4% per annum. Under the terms of the agreement the funds have been made available by the
Government in a timely manner to facilitate the implementation of SISEP and will be repaid by SIEA over 28 semi-
annual payments of principal and interest which commenced from December 2015. The SISEP facility closed on
31st March 2019, To date the [ollowing principal amounts have been borrowed and repaid under this loan agreement,

Balance at 1 January
Principal Repayments
Balance at 31 December

Analysis of borrowings expected to be settied within one year and more than one year:

Current
Non-current

22  Employee entitlenents
Currenl

Non-current

Movement is made up of the follnwving:
Opening balance

Provisions made during the year
Provisions ulilised during the year
Closing balance

23 L.eases

i} Asalessee

20,690,595 23,094,565
(2,711,673} {2,403,970)
17,578,922 20,690,595
2,802,313 2,802,313
15,176,609 17,888,282
17,978,922 20,690,595
2,716,884 2,007,344
17,464,354 15,093,534
20,181,234 17,165,878

17.165,878
0,283,154
(3,267,794)

17,679,076
5,308,635
(5,221,833

20,181,234

17.165,878

Property, plant and equipment comprise ewned and feased assets that do not meet the definilion of investiment

Property, plant and cquipment owned
Right-ol-use assels

Total nssets

1.134,986.,283
6.199,391]

1,016.643,806
V372,122

1.141,185,674

1,026,017,928

h
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a)

Leases continted

SIEA leases various assels including land and buildings. Information about leases for which STEA is a lessce is

presented below:

Right-of-use assets Land Buildings Total
2621 5 5 3
Balance at 1 January 4,400,333 4,971,789 9.372,122
Additions - 1,728,425 1,728,425
Leases cancelled - (536,814) (536,814)
Depreciation charpe (81,166) (4,283,176) (4,364,342)
Balance at 31 December 4,319,167 1,880,223 6,199,391
2020
Balance at 1 January 3,943 826 4,040,932 7,984,758
Additions 471,503 5,239,221 5,716,724
Leases cancelled - (294,458) (294,458)
Depreciation charge (20,996) {4,013,906) {4,034,902)
Balance at 31 December 4,400,333 4,971,789 9,372,122
2021 2020
N h)
Lease liabilities included in the statement of financial pesition at 31 December
As n leasee
Current 1,640,980 3,549,946
Non-current 1,126,723 2,625,414
Balance at 31 Decentber 2,767,703 6,175,360
Amounts recognised in profit or loss
Intcrest on lease liabilities 319,542 842,594
Variable lease payments not included in the measurement of lease liabilities - -
Inceme [rom sub-leasing right-o{-use assets - -
Lixpenscs refating 10 short-term leases 93,930 419,869
Lxpenses relaling to leases ol low-value assels - -
413,472 1,262,463
Amounts recognised in statement of cash flows
Total cash autflow for leases 3,440,531 4,316,100

As a lessor
lcuse income rom icase conlracts inwhich SIEA acts as a Jessor is as below:

Operating Lease

[.case income

Related parties

Directors

The Directors in ollice during the linancial year weee as lollows:
Name

David K.C. Quan — chairman
James Apaniai

John B Heuanthau

Muriel [a'apue-Dakamae
Rovaly Sike

Drircctors’ [ees and expenses are disclesed in Note 10,

SHIA' ransactions with Directors were at arms length,

34,483
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24 Related parties continued

b) Identity of related parties
SIEA being a state-owned entity is the sole provider of electricity in Solomon Islands, As a resuli, Government of
Selomon Islands and other government-related entities are its related parties. Other related partics include Directors
and key management personne] of SIEA.
¢)  Amounts receivable from related parties 2021 2020
S §
Included in trade receivables are the following amounts receivable from related entities;
Central Bank of Solomon Islands 102,839 130,192
Central Provincial Government 26,898 14,359
Choiseul Provincial Government 20,626 19,361
Commodity Expor! Marketing Authority (5) -
Guadalcanal Provineial Government - 46,723
Home Finance Corporation 62,040 29,759
Honiara City Council 455,186 1,230,972
Makira/Ulawa Provincial Government 56,707, 71,761
Malaita Provincial Government 1,687,560 29,023
Provincial Hospital 392,716 512,526
Solomon Airlines Limited 342 4999 164,383
Solomon Islands Broadcasting Corporation 242 821 234,438
Solomon Isfands Governmenl 25,411,743 19,584,302
Solomen Tslands National University 381,500 1,220,904
Solomeon Islands Ports Authority 48,004 575,953
Selomon I[slands Postal Corporalion 84,980 4,441
Solemon Islands Water Authority 2,343,788 -
Temolu Provineial Governnment 14,001 46,222
Weslern Provincial Government 46,049 635,619
Isabel Provincial Government 197,823 62,949
31,919,336 24,043,927
Receivables lor the Solomon [sfands Water Authority inclides the Trade Receivables - kilowall that relates (o this
d}  Transactions with key management personnel

Key management personnel comprises of the Chiel Executive Officer, Chicl Financial Oflicer, Chiel Ingineer,
Deputy Chiel” Engineer, General Manager Corporale Services, General Manager Customer Scevices, Nanager
Finunee, Manager Regulatory, Manager Land & Duildings, Munager Generation and Ouwtstations, Manager
Distribation, Manager Occupational Flealth Safety, Manoager Business Administeation, Power Generation 1.ead
Fngineer, General Manager Special Projects, Chicf Inlormation & Cemnunications Technology Officer, Manager
Projeets, Manager Construction, Manager Planning, Munager Contracts, Manager Management Accounting, Legal
Counsel. OBA Program Manager and the Directors as listed in note 24 (a).

[ addition w their salaries, SIEA also provides nun-cash benelits 1o key management personnet and their wital

compensation comprised ol the Tollowing:

Short-terin employee benefits 13,528,049 14,077,326

Transactions with key management personnel are ne more favourabie than those available, v which might be
reasanably be expected to be available on similar transactions o thisd parties al anms length.

57
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Commitments and confingencies
Capital commitments
SIEA underiakes capital works and purchases assets according fo an approved budget swhen management considers

that sufficient funds are available, Capital commilmenis as at 31 December 2021 amounted to $925,000,000 (2020:
$719,000,000). These commitments arc in relation to propetty, plant and equipment.

2021 2020

$ $
Less Than | Year 197,000,000 215,060,000
Between | year and 5 years 728,000,000 504,000,000
925,000,000 719,060,000

Contingent liabilities

Litigation is a common occurrence in the industry due to the nature of the business undertaken. The Authority has
formal controls and policics for managing legal claims. Once professional advice has been obtained and the amount
of loss reasonably estimated, the Authority makes adjusiments to account for any adverse effects which the claims
may have on ils financial standing. Based on the Authority’s legal counsel, the claims against the Authority does not
have meritorious grounds and management assessed the claims have reasonable prospects of being struck out. As a
result, management believes that its defence in Court or arbitration has reasonable prospects of success. Management
also does not consider a reliable estimate can be made at this stage in the event the Authority is not successful
though it is considered for this cvent to occur is remote.

SIEA on 8 July 2021 terminated its engineering, procureinent and construction (EPC) contract with CBS Power
Solutions Pte Lid (CBS) on the basis that CBS was in breach of the contract and had failed to remedy the breaches,
and as a consequence of the termination, SIEA may be entitled to claim damages from CBS. Prior to the contract
lerminatiorn, CBS had issucd claim notices to SIEA claiming cntiilement to costs which SIEA has denied liability.
SIEA and CBS have competing claims against each other which may be resolved by mutual agreement or by
international arbitralion. STEA and CBS are currenily in “without prejudice” negotialions to discuss a possible
amicabie scttlement of both C3S's claims prior to terminalion and SIEA’s entitlement for CBS’s breach of contracl.

A claim has been made against SIEA in relation o an electroeution incident invelving a member ol the public in
2018. However, no courl proceedings have been instituted. 1iability s still in issue. SIEA holds public liability
insurance cover. [ the clainy is covered wler STEA's public lability insurance policy, SIEA's {inancial exposure
might be covered under the insurance policy. The claim is yei to be quantified therefore there is insufficient

information (o ascertain STEA's potential Imancial exposure.

Capital management

SIEA’s pulicy is to maintaig a strong capital base so as (o maintain investor, creditor and market confidence and w
sustain Ruure deveiopment ol the business, The Board secks 1o maintain a balance between the higher returns thal
might be possible with higher levels of borrowings and the advantages and security allorded by a sound capital
position.

Inv order (o maintain or adjust the capital stracture, SIEA may adjust the amount of dividends paid o sharcholders,

return capilal (o sharcholders, issue new shares or sell assels o reduce debt.
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a)

b)

©)

d)

World Bank Financing

Financial Support Received

SIEA has received financial support from the World Bank’s International Development Associalion (IDA) on the
Solomen Islands Sustainable Lnergy Project (SISEP} since July 2008 to improve operational efficiency, system
reliability and financial sustainability of SFEEA. However, this funding closed on the 31st March 2019, Further, the
Warld Bank, through a multi donor trust fund, has also extended financial support on the Output-Based Aid (OBA)
programme since August 2016, for increasing access to electricily services in low-income areas of Solomon Islands.
In addition to the SISEP and OBA programmes, the World Bank through the IDA has provided further support
under the Solomon Istands Electricity Access and Renewable Energy Expansion Project (SIEAREEP) since October
2018. SIEAREEP’s objective is to increase access to grid supplied electricity and inctease renewable encrgy
generation in the Solomon Islands.

Grants

SIEA has received total grants of USD 10,710,972 from these programmes since their commencement (2020: USD
9.477,863). The 2021 balance consists of the following funds, IDA 119130 — USD 1,948,784, IDA 114150 — USD
3,834,859, TT' A2923 - USD 2,193,565, IDA 3270 - USD 2,219,455, TF A7425 - USD 250,000 and TF A71§ -
USD 264,308,

Credit Funds

The credit funds are interest-bearing loans that are required to be repaid and are shown in the current and non-
cutrent liabilities as they are drawn down.

Use of the Proceeds

The proceeds of the Werld Bank grants and credits have been utilised in accordance with their intended purpose as

specified in their respeclive agreements,

A summary of the transactions that look place during the year is as follows:

2021 2020
UsD usD
Designated Account
Balance at | Tanuary 920,277 946,194
Receipts 152,620 117,803
Fxpenditures £93,575 143,722
Bakance at 31 December 879,322 920,277
Grants
T A2923 - 693,033
DA 13270 918,930 300,523
T AT7423 49,871 129
T AT418 264,308 -
Balance af 31 December 1,233,109 1,193,708

Credit Funds [DA 53790

Balance at | January 2.788.234 3.12:4,511
Principal repayments 340,761 336,278
Balance at 31 December 2447472 2,788,234
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27 World Bank Financing comtinted

e)  Project Financial Report 2021 2620 Cumulative (PTD)
USD UusD USD
Balance at 1 January 920,277 946,164 -
Source of Funds
IDA H4150 - - 3,834,859
DA H2130 - - 1,948,784
TF A2923 - 693,053 2,193,566
1IDA D327¢ 918,930 500,525 2,219,455
TF A7425 49,871 129 250,000
TF A7418 264,308 264,308
IDA 53790 - - 5,925,941
Total Source of Funds 1,233,109 1,193,708 16,636,913
Total Available 2,153,386 2,139,902 16,636,913
Use of Funds
Component A - 623,560 5,622,961
Component B 788,034 397,613 1,421,712
Component C 223,057 - 8,182,871
Component [2 262,527 196,791 307,264
Component £ 446 348 14,228
Total Uses of Funds 1,274,064 1,218,312 15,749,036
Net Difference 879,322 921,590 887.877
Ixchange Gain / (Loss) - 1,383 8.555
Closing Balance 879,322 920,277 879,322

Hl)
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28 Neasurement of fair values

Fair value is the price that would be received to sell an asset or paid (o transfler & liabilily in an orderly transaclion
between markel( participants at the measurement date in the principal or, in ils absence, the most advantageous
market to which the Authority has access at (hat dale. When available, the Authority measwres the fair value of an
instrument using the quoted price in an active market for that instrument, A market is regarded as active if
transaclions for the assel or liability take place with sufficient frequency and volume to provide pricing information

on an ongoing basis,

If there is no quoted price in an active market, then the Authority uses valuation techniques that maximise the use of
relevant observable inputs and minimise the use of unobservable inputs, The chosen valvation technique
incorporates all of the factors that market participants would take into account in pricing a transaction

The Authority uses valuation techniques that are appropriate in the cireumstances and for which sufficient data are
available to measure fair value, maximising the use of relevant ebservable inputs and minimising the use of relevant
observable inputs and maximising the use of unobservable inputs.

The different fevels have been defined as follows:

‘Tevel T [air value measurement are those instruments valued based on quoted prices (unadjusted) in active markets

for identical assets and liabilities.

+Fevel 2 fair valuc measurements are those instruments valued based on inputs other than quoted prices included in
Level 1 that are observable for the assct or Liability, either directly {i.c. as prices) or indirectly (i.e. derived from

prices).

*Tlevel 3 fair value measurements are those instruments valued based on inputs for the asset or liability that arc not

based on observable market data (unobservable) inputs.

The fair value of fand and building was determined by external, independent propertly valuers, having appropriate
recognised professional qualifications and recent experience in the location and category of the property being
vatued. The independent valuers provide the fair value of the Authority’s Jand and buildings every 3-3 years. The
fair value measwement for land and buikling has been categorised as a Level 2 and Level 3 fair value respectively

based on the inputs fo the valuation technique used.

The foliowing table shows the valuation technique used in measuring the fair value of investment propertics, as well

as significant unobservable inpuls used.

Stgniticunt

Inter-relatinnship

Yaluation techniguee Asset unohservable inputs bebween key
unobservable inpuis
- i ; ez
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replacenent cost and an aflowance for depreciation and obsolescence
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Subsequent events

Subsequent to year-end, the couniry recorded ils first community transmission of COVID-19 in January 2022 and as
at the date of this report, the country is experiencing widespread community transmission of COVID-19. In response
to this, the Solomon Islands Government have implemented various measures, which includes restricted movements,
curfews and lockdowns amongst other measures. While the ultimate disruption caused by the outbreak is uncertain,
it may result in an adverse impact on the SIEA [inancial performance, position and cash flows, should it result in
ongoing economic downlurn.

SIEA continues to monitor developments in the COVID-19 pandemic and the measures being implemented on the
economy (o conlrol and slow the outbreak, Given the dynamic nature of these circumstances and the significant
increase in economic uncertainty, the related impact of SIEA’s future results of operations, cash flow and financial
condition cannot be reasonably estimaled at this stage and will be reflected in SIEA’s 2022 annual financial
statcments.

Late in February 2022 and up to the datc of this report, the ongoing war between Russia and Ukraine and the
associated sanctions from Western Countries and the TUSA has seen a significant spike in the global ol prices.
Though recently we have seen downward pressure on the prices, the situation remains uncertain and its impact on
World Oil prices remain volatile. SIEA as a price taker is exposed to this oil ptice volatility. Fuel cos{ is passed to
the customer, The tarifl'is consequently expected to rise significantly if the rise in {uel cost is not subsidized. lence,
customer behaviour and buying patterns may change because of the high 1ariff forecasted, thus having a negative
impact on SIEA’s revenue. Management hias written to the Solomon Islands Government {SIG) for Gooeds and Sales
tax relicf on fuel and is in discussion with SIG to minimize the impact of high {uel price on the tariff.
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