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Annual Report of the Members of the Corporation

The Board of Directors take pleasure in prasenting their Annual Report including the Financial Statements of
the Corporation for the year ended 30 June 2017.

Activities

Puring the year the Group continued to provide services to the Cook islands community on behalf of the
Governmenit, including the operations of the ports and airports on the islands of Aitutaki and Rarotonga, the
electricity supply to Rarotonga, and the operations of the Bank of Cock islands.

The Corporation managed all Government land and buildings throughout the Cook Islands including
commercial properties, residential properties, Government Ministries, Government Funded Agencies, public
schools and public hospitals.

Objectivas

The Corporation was established by an Act of Parliament, the Cook Islands Investment Corporation Act (1998).
The Act provides for the control and management of Government Assets and undertakings. Specific
objectives of the Corporation are outlined in the Act, and inclide:

Efficient Management of Assets
This involves the management of Government lands and buildings, and the statutory management of six
subsidiaries and six Government owned companies.

Privatisation

The Act ensures that the Corporation does not compete in trading activities where the private sector is willing
and able to carry out those activities, unless in the opinion of the Board it is in the public interest that the
Corporation becomes invalved to ensure that a particular trading activity is provided on a reliable, sustainable
and equitable basis.

To be socially Responsible
This objective of the Corporation provides a balance between the maximisation of profits, and the recogniticn
of the Government's social respensibility in the performance of the Corporation’s functions.

Results

Parent

30 June | 30 June

in thousands of New Zaatand Dollars 2016

Surplusf{Deficit) after tax

Total assets 312,381

Owners' equity 198,591 -

STATUTORY CORPORATIONS

Airport Authority

The Airport Authority is governed under the Airports and Airport Authorities Act (1968-1969). The Authority Is
responsible for the management of the international airport on Rarotonga and the domastic airport on Aitutaki.

The Authority has total assets of $71,270,000 and equity of $69,870,000 at 30 June 2017. It made a tax paid
profit of $349,000 this year.
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Barnk of the Cook lslands Holdings Corporation

The Bank of the Cook Isiands Holdings Corporation was established in Novernber 2003, under the Bank of the
Cook Islands Act 2003, following the committee review under the Minister of Bank aof the Cock Islands to
ensure the agencies charter remained in line with the Government's commitment to financial reform.

The Bank of the Cook Islands Holdings Corporation has total assets of $120,670,000 and equity of
$17,632,000 at 30 June 2017. 1t made a tax paid surpius of $965,000 this year.

Cook Islands Government Property Corporation

The Corporation was established by the Cook Islands Government Property Corporation Act (1968} to manage
Government assets with ils governing body being the Ministers of the Government. The major assets owned
by Cook Istands Government Property Corporation are Gavernment land and buiidings, and equity
investmenis.

The Corporation generated rental revenues on its buitdings portiolio. These revenues are transferred to Cook
Islands Investment Corporation in accordance with Section 31 {2} of the Cook Istands Investment Corporation
Act (1998). Alt administration and management expenses relating to assets owned by the Corporation are
incurred by Cook Islands Investment Corporation.

The Corporation’s other major revenue item is the 2017 dividend from Cook Islands Telecommunication
Holdings Limited of $1.9 million.

The Corporation has tetal assets of $49,614,000 and equity of $48,288,000 at 30 June 2017. |t made a profit
of $1,323,000 this year. The Corporation is tax exempt.

Ports Authority

The management of the commercial ports at Avatiu, Rarotonga and Arutanga, Aftutaki rests with the Ports
Authority, under the Ports Authority Act (1894-199b).

The Authority has total assets of $38,385,000 and equity of $14,975,000 at 30 June 2017. It made a profit of
$1566,000 for this year.

Cook Isfands Broadcasting Corporation

The Cook Islands Broadeasting Corporation is governed by the Broadcasting Corporation Act (1989). With the
functions of providing radio and television service privatised, Cook Islands Broadcasting Corporation became
an asset manager.

Cook Islands Broadcasting Corporation recognised a deficit of $23,000 this year relating to the write off of a
historical related party receivable. It has nit total assets and nil equity at 30 June 2017, it did not trade during
the year.

Te Aponga Uira O Tumu-te-Varovaro

Te Aponga Uira generates and distributes electricity 1o Rarotonga in accordance with its mandate under the Te
Aponga Uira O tumu-te-Varovarc Act (1991).

Te Aponga has total assets of $57,050,000 and equity of $562,603,000 at 30 June 2017, It made a tax paid
surplus of $5,105,000 this year.

COMPANIES

Cook Islands Property Corporation (NZ} Limited

Cook Islands Property Corporation (NZ) Limited is incorporated under the New Zealand Companies Act (1993).
The Company owns the Consuiate premises in Weliington.

Cook Istands Property Corporation (NZ) Limited has total assets of $661,000 and negative equity of $493 at 30
June 2017. It made a tax paid deficit of $20,000 this year.

Suwarrow Development Corporation Limited
Suwarrow Development Corporation Limited was set up to act as a manager / licensor for industry in
Suwarrow. The Company is dormant.



Cook Islands Investment Corporation
Annual report for the year ended 30 June 2017

Cook Islands Telecommunication Holdings Limited

Cook Islands Government Property Corporation is the owner of all shares in Cook Islands Telecommunication
Holdings Limited. That entity is a holding company for Governrnent's 40% interest in Telecom Cook Islands
Limited. Control of Cook islands Telecommunication Heldings Limited rests with the governing body of Cook
Islands Government Property Corporation.

Cook istands Telecommunication Holdings Limited has total assets of $10,326,000 and equity of $10,138,000
at 30 June 2017. It made 2 tax paid surplus before dividends payable of $3,085,000 this year.

Banana Court Company Limited

The Company manages the Banana Court commercial retail complex in Avarua.

The Banana Court Company Limited has total assets of $215,000 end equity of $201,000 at 30 June 2017. It
made a tax paid surplus of $45,000 for this year.

Accounting Policies
Accounting policies are applied accerding to generally accepted accounting practice as applied in international
Public Sector Accounting Standards {IPSAS).

Remuneration of ClIC Directors

Mr Michael Henry received fees of $20,000 as Chairman of Directors and $12,000 as a member of the
Infrastructure Committee during the year, Mr Malcolm Sword received $15,000 as a Director and $12,000 as a
member of the Infrastructure Committee. Ms Caren Rangi received $15,000 for her role as a Director of the
Cook Islands Investment Corporation.

Appointment of Auditors
In compliance with Saction 17 of the Cook Islands Investment Corporation Act 1998, KPMG were
reappointed as auditor for the 20184

For and on behalf of the

Dire#or’ N Director
61/5’/!7 ’5\/03—/1&

Date / / Date
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Statement of Comprehensive Revenue and Expenses
For the year ended 30 June 2017

Group Parent

2016:
Restated !

In thousands of New Zeafand Dollars Nots

Revenue from exchange transactions
Airport landing fees
Electricity services
Fees on banking portfolio assets
Interest on banking portfolio assats

Port services

Rental income
Total revenue from exchange transactions

Other revenue

Aid funding

Crown appropriation

Grant revenue

Dividends received

Interest income

POBOC Infrastructure

Sundry income 5
Total other revenue

Total Revenue

The notes on pages 20 to 63 are an integral part of these financial statements

12




Coak Islands Investment Corporaticn
Annual report for the year ended 30 June 2017

Statement of Comprehensive Revenue and Expenses
For the year ended 30 June 2017

_ G;_'_oup Parent

In thousands of New Zealand Dollars Note 2016
Restated :
Expenditure
Personnel costs
Depreciation and amortisation 14,15,16

Directors fees and expenses
Increase / {deciease) in provision for doubtful
debts

Finance costs

Legal and professional fees
Rental and operating iease costs
Office communication

Repairs and maintenance
Insurance

Fuel

Other expenses

Total expenditure

Other gains/(losses}
Gain / (loss} on disposal of assets
Unrealised foreign exchange {loss} / gain

Realised foreign exchange gain
Rewvaluation gains

Share of profit of equity accounied investees 20°
fmpairment loss .
Total other gains/{losses}

Surplus / {deficit) before incoms tax

Income tax expense 18

Surplus / (deficit) for the year

Other comprehensive revenus and expenses
for the year, net of income tax

Total comprehensive revenue and expenses for the year

The notes on pages 20 to 63 are an integral part of these financial statements
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Statement of Financial Position
As at 30 June 2017

Cook Islands Investment Corporation

Annual report for the year ended 30 June 2017

_ _Group _ Parent
in thousands of New Zealand Dollars Note : 2016 2007 2016
Restated
Assets '
Current assets
Cash and cash equivalents 8 13,613 : 471
Term deposiis 9 37,101 : 2,459
Trade receivables 10 4,228 42
Dividands receivable 11 1,333
Inventories 13 5677 5
Work in progress receivable 11(g} 1,214 : 1,214
Other receivables 124 -
Sundry debtors and prepayments 1,585 19
Related party receivables 11 461 87
Banking portfolio investments 12 8,633 -
Derivative financial instrument -
Taxation receivable 18 831 369
Total current assets 73,467 5,999
Non current assets
Property, plant and equipment 4 166,177 83
Investment properties 16 5711 -
Banking portfolio investments 12 56,540 -
Future income tax benefit 18 19 -
Deferred tax assets 18 9545 3
Intangible assets 15 862 -
investment in associate 20 8,532 -
investment in shares 19 128 -
Term deposits 9 - -
Total non-current assets 238,914 86
Total assets 312,381 6,085
The notes on pages 20 to 63 are an integral part of these financial statements
14
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Statement of Financial Position

As at 30 June 2017

In thousands of New Zealand Dollars

Equity

Capital contribution and retained earnings

Group Parent

Note - 90 2016 2016
Restated :
198,591 830

Total Equity 198,591 :
Liabilities
Current liabilities
Trade and other payables 17 355
Banking customer deposits 21
Customer bonds 27
Bank lcan 22 -
Deferred revenue liability 721
Employee entitlements 7 36
Inceme in advance -
Related party pavables 11 1,780
Capital project hability g 1,176
Dividends payable 11 1,066
Income tax payable 18 -
Tetal current liabilities 5,161
Non current liabilities
Banking customer deposits 21 -
Deferred taxation liability 18 -
Deferrad revenue liability 54 54
Employee entitlements 7 27 -
Bank lcan 22 22,696 -
Related party payables 11 - 40
Total non current liabilities 26,156 94
Total liabilities 113,790 5,255
Total equity and fiabilities 312,381 6,085
The notes on pages 20 to 62 are an integral part of these financial staterments
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Statement of Changes in Equity
For the year ended 30 June 2017

Group
Capital Total equity
contributions &
retained earnings
In thousands of New Zealand Dollars
Balance at 1 July 2015 195,024 195,024
Changes in net assetsfequity for 2016
Tax benefit on dividends paid 366 366
Rastated Surplus/{Deficit) for the year 5,326 5,326
Total recognised revenue and expenses for the year 5,692 5,692
Transactions with owners of the Parent:
Equity injection by owners 605 605
Dividends {2,730) (2,730}
Total contributions by and distributions to owners of the
Parent {2,125} {2,125}
Restated Balance at 30 .June 2016 198,591 198,591

The notes on pages 20 to 63 are an integral part of these financial statements
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Statement of Changes in Equity
For the year ended 30 June 2017

Cook Istands Investment Corporation
Annual report for the year ended 30 June 2017

Parent
Capital Total equity
contributions &
retained earnings
In thousands of New Zealand Dollars
Balance at 1 July 2015 768 768
Changes in net assets/equity for 2016
Surplus/(Deficit) for the year 1,498 1,498
Total recognised revenue and expenses for the year 1,498 1,498
Transactions with owners of the Parent:
Dividends {1,436) (1,436)
Total contributions by and distributions to owners of the
Parent {1,436) {1,436)
Balance at 30 June 2016 830 830

The notes on pages 20 to 63 are an integral part of these financial staternents
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Statement of Cashflows
For the year ended 30 June 2017

In thousands of New Zealand Dollars Group Parent

Note : 7 ! 2016
Cash flows from operating activities
Cash receipts from customers 558
Crown funding 2,665
POBOC Infrastructure 176
Dividends received 799
Interest received 99
Aid funding 194
Other funding -
Net increase in client deposits -
Bond deposits (1)
Net investment in banking portfolio -
Cash paid to suppliers and employees {3,391}

{269)

Interast paid
Incoms tax paid
Net cash from operating activities

Cash flows from investing activities
Net acquisition/disposal of property, plant and equipment
Net acquisition/sale of intangibles

(809)

Proceeds from / {acquistion of} term deposits (10,598) 509
Loans to related parties {468) -
Net cash from investing activities {23,305) 502

Cash flows from financing activities
Repayment of bank loans

Proceeds from related parties
Dividends paid

Net cash from finanging activities

{970}

Net {decrease)incraase in cash and cash equivalents

Effect of exchange rate fluctuation

Cash and cash equivatents at the beginning of the year
Cash and cash equivalents at the end of the year

Made up of:
Bark balances and on-call deposits 8
Total cash and cash equivalents

The notes on pages 20 1o 83 are an integral part of these financial statements
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Statement of Cashflows (continued)
For the year ended 30 June 2017

In thousands of New Zealand Dolars

Surplus for the year after tax

Depreciation & amoertisation

Doubtful debts

{Gainsi/icsses on asset disposal

Foreign exchange lossesfigains}

Net increase in future income tax benefit

Net increase in deferred tax assets

Net increase in deferred tax liabilities

Plant and Equipment acguired in non-exchange

Working capital adjustments

(Increase) / decrease in receivables & prepayments
Increase / {decrease} in payables & other accruals
{increase) / decrease in work in progress
{increase) / decrease in bank loan porifolios
{Increase} / decrease in inventories

(Increase} / decrease in related party receivables
{(Increase) / decrease in project liabilities

Increase / ([decrease) in deferred income liability
Increase / {decrease) inincome in advance
Increase / {decrease} in net tax payable

increase / {decrease) in customer deposits
Increase / {decrease) in bank ioan

Increase / (decrease) in related party payables
{Increase} / decrease in dividends receivables
Increase / (decrease) in dividend payables
Increase / {decrease) in derivative liability
{Increase} / decrease in investment in Associate

Net cash flows from operating activities

Group

Cock Islands Investment Corporaticn
Annual report for the year ended 30 June 2017

Parent

2016
Restated

{9,606)
(336)

351
80"
471"
15,207

855
(1,479}

18,736

2016

The notes on pages 20 to 63 are an integral part of these financial statermnents
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Notes to the financial statements

Note

Note

1 Reporting entity

Caok Isiands Investment Corporation is domiciled in the Cook Islands and incorporated under the Cook
isiands Investment Act 1998. Its financial statements comply with the Act,

Financial statements for Cook Islands Investment Corporation {the "Corporation”} and consolidated
financial statemenis are presented. The consolidated financial statemants comprise the Corporation and
its subsidiaries {the "Group™ and the Group's interests in associates. The Corporation is an in-substance
subsidiary of the Cook Islands Government.

2 Basis of preparation

a) Statement of complance

The consolidated financial statements of the Group have been prepared in accordance with and comply
with International Public Sector Accounting Standards {IPSAS).

The accounting policies have been consistently applied to all the years presented.

b) Basis of measurement

The financial statements have been prepared on the historical cost basis modified for the revaluation of
cerfain assets.

The statement of cash flaws is prepared using the direct method. The consolidated financial statements
are prepared on an accrual basis.

c) Functional and presentation currency

The consolidated financial statements are presented in New Zealand doltars, which is the functionat and
reporting currency of the Group and alt vaiues are rounded to the nearest thousand (3000) except where
indicated otherwise.

3  Significant accounting policies
The accaunting policies set out below have been applied consistently to all pericds presented in these
financial statements, and have been applied consistently by Group entities.

21
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Notes to the financial statements (continued)

MNote

3 Significant accounting policies {continued)

a)  Consofidation

Cantralled entities

The controlled entities are alt those entities (including special purposa entities) over which the controlling
entity has the power to govern the financial and operating policies. Controlled entities are fully
consolidated fram the dete on which centrol is transferred to the controlling entity. They are de-
consolidated from the date that contro! ceases, Inter-group transactions, balances and unreaiized gains
and losses on transactions between mermbers of the group are eliminated in full. The accounting policies
of the confrolled entities are consistent with the policies adopted by the controlling entity.

b} Investment in associates

Associates are those entities in which the Group has significant influence, but not control, over the
financial and operating policies. Significant influence is presumed te exist when the Group holds
between 20% and 50% of the voting power of another entity.

investments in essociates and jointly controfied entities are accounted for using the equity method and
are recognised initially at cost. The cost of the investment includes transaction costs.

The consolidated financiat statements include the Group's share of the surplus or deficit, after
adjustments to afign the accounting policies with those of the Group, from the date that significant
influence of joint control commences until the date that significant influence or joint centrol ceases.
When the Group's share of losses exceeds its interest in an equity accounted investee, the carrying
amount of the investment, inciuding any long-term investments that form part thereof, is reduced to
zero, and the recognition of further losses is discontinued except to the extent that the Group has an
obligation or has made payments on bahalf of the investee,

¢}  Revenue recagnition

Goods and services

Revenue comprises the amounts received and receivable for goods and services supplied to customers
in the ordinary course of business. Revenue is stated exclusive of Value Added Tax. Revenue from the
sale of goads in the course of ordinary activities is measured at the fair value of the consideration
received or receivable, net of returns, trade discounts and volume rebates. Revenue is recognised when
persuasive evidence exists that the significant risks and rewards of ownership have been transferred to
the customer, recovery of the consideration is probable, and the revenue and associated costs can be
estimated and measured reliably. if it is probable that discounts will be granted and the amount can be
measurad reliably, then the discount is recognised as a reduction of revenue as the sales are recognised.

interest income

Interest income is accrued using the effective interest rate method. The effective interest rate discounts
estimated future cash receipts through the expected fife of the financial asset to that asset’s net carrying
amount. The method applies this yield to the principal cutstanding to determine interest income each
period.

Fee and commission

Fees and commission income and expense that are integral to the effective interest rate of a financial
asset or financial liability are inciuded in the measurement of the effective interest. For example, loan
establishment fees, together with related direct costs, are deferred and recognised as an adjustment to
the effective interest rate on a foan once drawn.

Fees and commissions that relate to the execution of a significant act are recognised when the
significant act has been completed.

Fees charged for providing ongoing services (for example, maintaining and administering existing
facilities) are recognised as income over the period the service is provided.

Dormant account fees are charged on accounis which have been doermant greater than two years ata
rate of fifteen dollars per quarter.

Rental income
Rental income from investment property is recognised in the Statement of Comprehensive Revenue and
Expenses on a straight-kine basis over the term of the lease.
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Notes to the financial statements {continued)

Note

3 Significant accounting policies {continued}

¢} Revenue recagnition (continuad}

Government grants and funding

Revenues from non-exchange transactions with Government and other agencies is recognised when the
Group obtains control of the transferred assets (cash, goods, services, of property), and:

-1t is probable that the ecanomic benefits or service potential related to the asset will flow to the Group
and can be measured refiably; and

- The transfer is free from conditions that require the asset to be refunded or returned to the
Government if the conditions are not fulfilled.

Revenue from government grants and funding is measured at the fair value of the assets (cash, goods,
services or property) transferred over to the Group at the time of transfer.

Te the extent that there is a condition attached that would give rise to a liability to repay the grant amount
or 1o return the granted asset, a deferred revenue fiability is recognised instead of the revenue. Revenue
is then recognised instead only once the Group has satisfied these conditiens.

Crown appropriation

Crown Appropriation revenue is provided by the Ceok Islands Government thmugh the Budget Estimates
and approved by the Appropriation Bill. Revenue is intended to be spent within the same financial year.
Revenue received but not spent at balance date is recorded as deferred income liability in the Statement
of Financial Position.

Aid funding

Aid Funding revenue relates to funding received from aid donors for specified projects. Funding received

in advance is recorded as deferred revenue liability and recognised as revenue when allowable costs are

incurred and any conditions are met. Where allowabie costs have been incurred but funding not received,
the Corporation recognises a receivable up to the amount of approved funding.

Concessionary Logns

When the Group receives a lcan at an interest rate that is lower than market térms {concessionary 10an),
the difference between the loan proceeds and the fair value of the loan (caiculated using market terms) is
recognised as revenue if there are no conditions attached to the loan. To the extent that there are
conditions attached to the {oan that would result in early repayment of the loan if these conditions are
satisfied, 2 deferred revenue iiability for the amount of the difference between the loan proceeds and the
fair value of the loan is recognised. Revenue is then recognised as the Group satisfies its conditions.

tnsurance praceeds
Proceeds from insurance claims are recognised as revenue when claims have been assessed and
approved. This revenue is measured at the fair value of the amount received or receivable.

dl  Expense recognition
Expenses are recognised in surplus ar deficit on an accruai basis.
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Notes to the financial statements (continued)

Note

3 Significant accounting policies {continuad)

d) Expense recognition {continued)

Salaries & wages

Salaries & wages are recognised on an accruat basis and include employer contributions for the
government superannuation scheme.

interest expense
Interest expense on financial liabilities measured at amortised cost is recognised in the Statement of
Comprehensive Revenue & Expenses as it accrues using the effective interest method.

Lease payments

Leases entered into by the Group as iessee are operating leases, and the operating lease payments are
recognised as an expense in the Statement of Comprehensive Revenue & Expenses on a straightline
basis over the lease term.

e} Taxes

Tax expense comprisas current and deferred tax. Current tax and deferred tax is recognised in surplus or
deficit except to the extent that it relates to a business combination, or items recognisad directly in
equity of in changes in net assets/equity.

Current tax is the expected tax payable or receivable on the taxable surplus or daficit for the year, using
tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax payable in
respect of previous years.
A tax benefit is recognised in equity for dividends paid by Cook Islands tax paying entities to another
Cook Islands tax payer.
Deferred tax is recognised in respect of terperary differences betwesn the carrying amounts of assets
and tizbilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is
not recognised for:

temporary differences on the initial recognition of assets or liabilities in a transaction thatis not a
business combinaticn and that affects neither accounting nor taxable surplus or deficits; and

temporary differences related te investments in subsidiaries and jointly controlled entities o the
extent that it is probable that they will not reverse in the fereseeable future.

Defarred tax is measured at the 1ax rates that are expected to be applied to temporary differences when
they reverse, using tax rates enacted or substantively enacted at the reporting date.

In determining the armount of current and deferred tax the Group takes into account the impact of
uncertain tax positions and whether additional texes and interest may be due. The Group believes that its
accruals for tax labilities are adeguate for all open tax years based on its assessment of many factors,
including interpretations of tax law and pricr experience. This assessment relies on estimates and
assumptions and may involve a series of judgements about future events. New information may become
available that causes the Group to change its judgement regarding the adequacy of existing tax liabilities;
such changes to tax ligbifities will impact tax expense in the period that such a determination is made.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax
liabilities and assets, and they relate to income taxes levied by the same tax authority on the same
taxabie entity, or on ditferent tax entities, but they intend to settle current tax kabilities and assets on a
net basis of their tax assets and labilities will be realised simultaneousty.

A deferred fax asset is recognised for unused tax losses, tax credits and deductible temporary
differences, to the extent that it is probable that future taxable profits wilt be available against which they
can be utilised, Deferred tax assets are reviewed at each reporting date and are reduced to the extent
that it is no fonger probable that the related tax benefit will be realised.
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Cook islands Investment Corporation
Annual report for the year ended 30 June 2017

Notes to the financial statements {continued)

Note

3  Significant accounting policies (continued)

NON FINANCIA| SETS

f) Investment Property

investrnent property is property held either o earn rental income or for capital appreciation or for both,
but not for sale in the ordinary course of business, use in the production or supply of goods or services or
for administrative purposes, Investment property is measured et cost on initial recognition and
subsequently at cost less accumulated depreciation.

Residential buildings hetd for the primary purpose of providing low income housing have been classified
as property, plant, and equipment.

Cost inciudes expenditure that s directly attributable to the acquisition of the investment property. The
cost of self-constructed investment preperty includes the cost of materials and direct labour, any other
costs directly attributable to bringing the investment property to a working condition for their intended
use and capitalised borrowing Costs.

Any gain or loss on disposal of an investment property {caiculated as the difference between the net
proceeds from disposal and the carrying amount of the item) is recegnised in the Statement of
Comprehensive Revenue and Expenses.

g) Property, plant and equipment
Al property, plant and equipment is held at cast. Cost of buildings has been determined from historical
cest or deemed ¢ost based on previcus valuations performed as follows:

i Buildings transferred to the Group by the Cook Islands Government are included at their deemed
cost, being the valuation initially recorded in the 1996/7 statutory accounts of the Govarnment of
the Cook Istands less accumulated depreciation. Other assets donated by the Cock islands
Government (ultimate parent) or transferred from Ministries of the Cook Islands Government are
recognised at deemed cost being the value neminated by the Ministry of Finance and Economic
Management for the Cook Islands or relevant Ministry and are recognised directly in equity as a
contribution from owner,

For all other items of property, plant and equipment the cost is the value of the consideration given
1o acquire the assets and the value of other directly attributable costs which have been incurred in
bringing the assets to the location end condition necessary for their intended service.

Cost inctudes expenditure that is directly attributable to the acquisition of the asset. The cost of self-
constructed assets inciudes {he following:

the cost of materials and direct 1abour;

any other costs directly attributable to hringing the assets te a werking condition for their
intended use;

when the group has an obligation to remove the asset or restore the site, an estimate of the
costs of dismantling and removing the items and restoring the site on which they are located; and

capitalised borrowing costs.

Depreciation

Depreciation is charged on a straight line basis so as to write off the cost of the fixed assets to their
expected residual value aver their estimated useful iives, Freehold land is not depreciated. The
estimated useful lives are as follows:

Leased land and leasehold improvements
Buildings

Furniture and fittings

Plant and equiprent

Motor vehicles

Rescue fire vehicles

{Otfice equipment

Marine equipment

Wharf structure

Wharf fixtures

Runways

Etectricity distribution netwerk

term of the lease
5-50 years
4-10 years
h-20 years
3-10 years
3-20 years
2-10 years
5 years
40 years
B-20 years
5-99 years
5-20 years
25
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Cock islands Investmant Corporation
Annual report Tor the year ended 30 June 2017

Notes to the financial statements {continued)

Note

3  Significant accounting policies {(continued)

g} Property, plant and equipment (continued}

Leased assets are depreciated over the shorter of the lease term and their useful fives unless it is
reasonably certain that the Group will obtain ownership by the end of the lease term.

An asset's carrying amount is written down immediately to its recoverable amount, or recoverable
service amount, it the asset's carrying amaount is greater than its estimated recoverahle amount or
recoverable service amount.

The Group derecognises items of property, plant and equipment andfer any significant part of an asset
upon disposat or when no future ecenomic benefits or service potential is expected from its continuing
use. Any gain or loss arising on derecognition of the asset {caiculated as the difference between the net
disposal procesds and the carrying amount of the asset} is inctuded in the surplus or deficit when the
asset is derecognised.

When an asset is acquired in a nan-exchange transaction for nil or nominal consideration it is initially
measured at fair value, For new assets, fair value is usually determined by reference to the retail price of
the same or similar assets at the time the asset was received. For used assets, fair value is usually
determined by reference to market inflation for assets of a similar type condition and age. When parts of
an item of property, plant and eguipment have different useful fives, they are accounted for as separate
items {major components) of property, plant and equipment.

Any gain or loss on disposal of an itern of property, plant and equipment (calculated zs the difference
between the net proceeds from disposat and the carrying amount of the itern) is recognised in surplus or
deficit.

Subsequent cosis

Subsequent expenditure is capitatised only when it is probable that the future econemic benefits
associzted with the expenditure will flow to the Group. Ongoing repairs and maintenance is expensed as
incurred.

h} Leases

Group as a lessee

Operating leases are those ieases that do not fransfer substantially all the risks and benefits relaling to
ownership of the leased item to the group. Operating lease payments are recognised as an expense in
surplus or deficit on a straightine basis over the lease term.

The group does not heid any finance leases.

Group as a lessor

|eases in which the group dees not ransfer substantially all the risks and benefits of ownership of an
asset are classified as operating leases. initial direct costs that are incurred in determining an operating
lease are added to the carrying amount of the leased asset and recognised over the lease term.

Rent received from an operating lease is recognised as revenue on a straight-line basis over the lease
term.

it Intangible assets
Intangibie asseis include costs incurred in acquiring and building software and computer systems
{software). Software is amortised using the straight-line method over its expected useful life.

At each reporting date, the intangible assets are reviewed for indicators of impairment if any such
indication exists, the recoverable amount of the assets are estimated and compared against the existing
carry value. The recoverable amount is the higher of an assets fair value less costs to sell and its value in
use. Where the existing carrying value exceeds the recoverable amount, the difference is charged to the
Statement of Comprehensive Revenue & Expenses.

Costs incurred in planning or evaluating software proposals, or in maintaining systems after
impiementation are not capitalised.
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Cook islands {nvestment Corporation
Annuai report for the year ended 30 June 2017

Notes to the financial statements {continued)

Note

3 Significant accounting poficies (continued)

B Impairment of non-financial assets

Ar each reporting date, the group reviews the carrying amounts of its non-financial assets (other than
deferred tax assets) to determine whether there is any indication of impairment. If any such indication
exists, then the assets recoverable amount is estimated.

The group’s assets that do not generate separate cash inflows are tested for impairment as part of
testing the overall group’s assets.

impairment losses are recognised in the Statement of Comprehensive Revenue and Expenses.

For assets an impairment l0ss is reversed only to the extent that the assets carrying amaount does not
exceed the carrying amount that would have been determined, net of depreciation or amertization, if no
impairment {os5 had been recognised.

FINANCIAL ASSET.

The Group does not have any financial assets classified as financial assets at fair value through surpius or
deficit, held-to-maturity investments or avaiiable-for-sale financial assets. The Group oniy holds financiat
assets classified as loans and receivables.

Loans and receivabies

|.cans and receivables are non-derivative financial assets with fixed or determinable paymants that are
not quoted in an active market. After initial measurement, such financial assets are subsequently
measured at amortised cost using the effective interest method, less impairment. Amartised costis
calculated by taking into account any discount ar premiurn on acquisition and fees or costs that are an
integral part of the effective interest rate. Losses arising from impairment are recognised in the surplus
or deficit.

Recognition
Financial assets are measured initially at fair vaiue plus, for an item not at fair value through proti or loss,
fransaction costs that are directly attributable to its acquisition or issue.

k}  Cash and cash eguivalents
Cash and cash equivalents include cash hoidings, foreign currency cash holdings, short term cash
investments and are carried at amortised cost in the Statement of Financial Position.

] Loans

Within the Group, Bank of the Ceok Islands ("the Bank'} issues loans. These are non-derivative financial
assets with fixed or determinable payments that are not guoted in an active market and that the group
does not intend to sell immediately or in the near term. Thay arise when the Bank provides maney to a
debtor with no intention of trading the loans and advances. After initial recognition they are measured at
amortised cost using the effactive interest method less any impairment loss.

Loans include direct finance provided to customers such as current accounts and term loans.

m} Term deposits
This comprises interest-bearing deposits held with other banks and are measured at amortised cost in
the Statement of Financial Position.

n) Income iax receivable

This comprises income tax receivable as income tax payments made exceed the current tax due. This
will be settled by receipt of refund or used to meet future income tax payments and is measured at
amertised cost in the Statement of Financial Position.
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Cook Islands Investment Corporation
Annuat report for the year ended 30 June 2017

Notes to the financial statements {(continued)

Note

FINANCIAL ASSETS {continued}

3 Significant accounting policies (continued)

o)  Derivative Financial Instruments

Derivative financial instruments are used tc manage foreign exchange risk exposure arising from the
Group's end of pericd valuations of its Loan 2473 denominated in SDR (Special Drawing Rights - Unit of
account used by the International Monetary Fund and other international organizations. Its value is based
on a basket of key international currencies that currently consists of the euro, yen, pound sterling and the
US dollar).

The Group does not hold or issue derivative financial instruments far trading purposes. The Group has
net adopted hedge accounting.

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are
subsequently re-measured at their fair value at each balance date with the resulting gain or loss

The fuli fair value of a forward foreign exchange derivative is classified as current as the contract is due
for settiement within 12 months of batance date.

The Group dees not hold any darivative financial instruments at 30 June 2017 (2016: nil}.

p)  Other receivables
Other receivables includes accrued interest on term deposits and welfare receivables but excludes
prepayments These are carried at amortised cost in the Statement of Financial Position.

Identification and messurement of impairment

Financial assets are reqularly reviewed for impairment, Credit impairment provisions are raised for
axposures that are known to be impaired. Exposures are impaired and impairment losses are recorded if,
and only if, there is objective evidence of impairment as a resuit of one or more loss events that occurred
after the initial recognition of the asset and prior to the reporting date, and that ioss event, or events, has
had an impact on the estimated future cash fHows of the individual toan or the collective portfolio of loans
that can be reliably estimated.

Objective evidence that financial assets are impaired includes:

-Significant financial difficulty of the borrower or issuer;

-default on payments by borrower;

-restructuring of a loan

-dedline n aconomic conditions
Impairment is assessed for loans at an individual level.
The estimated individual impairment losses are measured as the difference between the asset’s carrying
ameunt and the estimated future cash flows discounted to their present vaiue. As this discount unwinds
during the period between recogniticn of impairment and recovery of the cash flow, it is recognised in
interest income. The process of estimating the amount and timing of cash flows invoives considerable
management judgement. These judgements are reviewed regularly to reduce any differences between
loss estimates and actual loss experience.
The provision for foan impairment is deducted from loans in the Statement of Financial Position and the
movement for the reporting period is reflected in the Statement of Comprehensive Revenue and
Expenses.
When a toan is uncollectible, either partially ar in full, it is written off against the related provision for loan
impairment. Subsequent recoveries of amounts previously written off are taken to the Statement of
Comprehensive Revenue and Expenses.
Where impairment losses recognised in previous periods have subsequently decreased or no longer
exist, such impairment losses are reversed in the Statement of Comprehensive Revenue and Expenses.
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Cook Istands investment Corporation
Annual report for the year ended 30 June 2017

Notes to the financial statements {continued)
FINANCIAL ASSETS {continued
Derecognition
The Group derecognises a financiai asset when the contractual rights to the cash flows from the asset
expire, of it transfers the rights to receive the contractual cash flows in a transaction in which
substantially alt the risks and rewards of ownership of the financial asset are transferred. Any interest in
transferred financial assets that is created or retained by the Group is recognised as a separate asset or
{iability.

FINANCIAL LIABILITIES

Recognition

Financial liabliities are measured initially at fair value plus, for an item not at fair value through surplus or
deficit, transaction costs that are directly attributable to its acquisition or issue.

Classification & measuremeant

All financial liabiities are classified as other financial Habilities and are measured at amortised cost using
the effective interest rate and inciude: trade and other payables, banking custemer deposits, related party
pavabies, dividend payable, and income tax payable.

al  Employee bensfits

Long-term empliovee benefits

The group's net obligation in respect of long4erm employee benefits is the amount of future benefit that
employees have earned in return for their service in the current and prior periods. That benefit is
discounted to determine its present value. Remeasurements are recognised in the Statement of
Comprehensive Revenue and Expenses in the period in which thay arise.

Shorterm emplovee bensfits

Short-term employee benefits are expensed as the related service is provided. A liability is recognised for
the amount expected to be paid if the group has a present legal or constructive obligation to pay this
amount as a result of past service provided by the empioyee and the obiigation can be estimated refigbly.

1) Provisions

The Group recognises provisions when there is a present legal o constructive obligation that cen be
estimated reliably, and it is prebable that an outflow of economic benefits will ba required to settle the
obkgation. The amount recognised is the bast estimate of the consideration required to seitle the
present obligation at the reporting date, taking into account the risks and uncertainties surrounding the
obligation at the reporting date. Where a provision is measured using the cash flows estimated to settle
the present obligation, its carrying amount is the present value of those cash flows.

s}  Dividends
Dividends or similar distributions are recognised only when the shareholder’s or the Group’s right to
receive payments is established.

Derscognition
Financia! liabilities are derecognised when the obligation specified in the contract is discharged cancelied
O eXpires.
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Cook Islands Investment Corporaticn
Annual report for the year ended 30 June 2017

Notes to the financial statements {continued)

PRESENTATION

1} Offsetting of income and expenses

Income and expenses are not offset uniess reguired or permitted by an accounting standard. This
generally arises in the following circumstances:

e where gains and losses arise from a group of similar transactions such as foreign exchange gains
and losses,

» where amounts are collected on behalf or third parties where the group is, in substance, acting as an
agent anly, or

s where costs are incurred on behalf of custemers from whom the group is reimbursed.

u}  Offsetting of financial assets and fiabilities
Assets and liabflities are offset and the net amount reported in the Statement of Financiat Position only
where there is:

s acurrent enforceable lagal right to offset the asset and liability, and
© anintention to seitle an a net basis or to realise the asset and settle the liability simultzneously.

v}  Statement of cash flows

For cash flow statement presentation purposes, cash and cash equivalent includes cash on hand,
deposits heid at call with other financlal institutions, and other short term, highly liquid, investments that
are readily convertibie to cash and which are subject to an insignificant risk of changes in value.

Certain cash flows have been netted in order to provide more meaningfui disciosure as many of the cash
flows are received and disbursed on behalf of customers and reflect the activities of the customer rather
than those of the group. These include custamer ioans and advances customer deposits and retated
party balances.

w} Value added tax

Income, expenses and assets are recognised net of the amount of vatue added 1ax (VAT) except where
the amount of VAT incurred is not recoverable from the Revenue Management Division {(RMD). In these
circumstances, the VAT is recognised as part of the cost of acquisition of the asset or as part of the
expense

Receivabies and payables are stated with the amount of VAT included. The net amount of VAT
recaverable from, or payable to the RMD is included as, other assets or other liabilities in the Statement
of Financial Position

Cash flows are included in the Statement of Cash Flow on a net basis. The VAT components of cash
Hows arising from investing and financing activities, which are recoverable from, or payable to, the RMD
are classified as operating cash flows.

x}  Contingent liabilities
A contingent liabifity is a liability of sufficient uncertainty that it dees not qualify for recognition as a
provision, but there is a possible obligation that is higher than remote.

y)  Related parties

The Group regards a related party as a person of an entity with the abllity to exert control individually or
jointly, or to exercise significant influence over the Group, or vice versa. Mambers of key management
are regarded as releted parties and comprise the directors and senior management of the Cook Islands
Investment Corporation and Group.
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Cook Islands Investment Corporation
Annual report for the year ended 30 June 2017

Notes to the financial statements {continued)

Note

Note

3 Significant accounting policies {continued)

CRITICAL ESTEMATES AND JUDGEMENTS USED IN APPLYING ACCOUNTING POLECIES

These financial statements are prepared in accordance with IPSAS. However, there are a number of
criticat accounting treatments which include complex or subjective judgments and estimates that may
affect the reported amounts of assets and liabilities in the financial statements. Esttmates and
judgements are continually evaluated and are based on histarical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.

An explanation of the judgements and estimates made by the Group in the process of applying its
accounting policies, that have the most significant effect on the amounts recognised in the financial
statements are set out below.

Cradit provisioning

The accounting policy relating to measuring the impairment of loans and advances requires the Bank o
assess impairment at least at each reporting date. The credit provistons raised represent management’s
best estimate of the fosses incurred in the loan portfolio at balance date based on their experienced
judgement.

There is no general provision against loans due to the fact that historically specific provisions provided
under FSC guidelines have over provided provisions materially equivalent to what the general provision
wolld be under the accounting standards.

The use of such judgements and reasonable estimates is considered by management to be an essential
part of the process and does not impact on reliability.

Managernent regularly reviews and adjusts the estimates and methodologies as improved analysis
becomes available. Changes in these assumptions and methodologies could have a direct impact on the
tevel of provision and impairment charge recorded in the financial statements.

Refer to Note 12 for detaits of credit impairment provisions.

OTHER JUDGEMENTS

Deferred tax assets

The Bank has judged, based on current and recent past performance and budget/business plans in place,
that there will be sufficient taxable income in the future to utilise taxable differences that are expected to
reverse in the foreseeable future and has therefore recognised a deferred tax asset. Refer to note 18.

Yield refated feas
The group has reviewed all fees and has judged that loan esiablishment fees are integral to the yield of
the product. These fees have been included as part of the calculation of the effective interest rate.

Member’s valuation of selected fixed assets

Certain fixed assets have been included in the Statement of Financial Pasiticn based on valuations
performed by the Members. This is due to difficuities experienced in obtaining information relating to
these assets. This treatment is a departure from IPSAS 17 Property, Plant, and Equipment. The audit
repert of these financial statements is qualitied in this regard. Refer to note 14.

4 New standards and interpretations not yet adopted

There are currently no international Public Sector Accounting Standards {IPSAS’s} issued but not yet
effective that would require disclosure under IPSAS 3 Accounting pelicies, changes in accounting
estimates and errors.
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Cook Islands Investment Corporation
Annual report for the year ended 30 June 2017

Notes to the financial statements (continued)

Note 5 Sundry Income
_If'qrent

30 June 30 June

In thousands of New Zealand Dollars 2018 2016
Sundry revenue 423" 39
Social responsibility cost recoveries 338 -
761+ 3¢

‘Note & Other expenses

Advertising 200 2
Electricity 575 - 5
Fees paid to group auditor - audit services 259 119
Fees paid to group auditor - non audit services 61 13
Fees paid to other auditors - audit services 55 -
Motor vehicle expenses 138 10
Payment on behalf of Crown 176 176
Staff training expenses 191 . 1
Travel expenses 79 8
Stock write offs - -
Other operating expenses 1,472 61
Total Other expenses 3,206 395

Nan-audit services include IFRS and IPSAS transition assistance, financial statements compitation and tax
compliance services.

Note 7 Employee entitiements

Current

Accrued salaries and wages 33 = -
Annual ieave 1,022 ¢ 36
Current employes entitlements 1,055 i 36
Non-current _

Annual leave 27 -
Nor-current employes entitlements 27. -
Total employes entitlements 1,082 0 36
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Coock Islands Investment Corporation
Annual report for the year ended 30 June 2017

Notes to the financial statements (continued)

Note 8 Cash and cash equivalents
Parent

30 June
In thousands of New Zealand Dollars 20186
Cash on hand
Cash at bank
Total cash and cash aquivalents

Note 9 Term Deposits
Group _ Parent
30 June
/n thousands of New Zealand Dollars 2016
Less than 12 months 2,459

Qver 12 months
Total term deposits

Short term deposits are made for varying periods, depending on the immediate cash requirements
of the Group and earn interest at the respective short term deposit rate. Interest rate ranges from 1.55% to
3.35% {2016: 2.51% to 4.50%).

Note 10  Receivables from exchange transactions
Group Parent

e 30 June
2016

30 June .

In thousands of New Zealand Dollars 2016

5,000 | 87

(772)

Current receivables

Less: impairment allowance
Total receivables from exchange transactions

Az at 30 June 2017, the ageing analysis of current exchange receivables is as follows.

Group
Neither past
due or
In thousands of New Zealand Doliars Total impaired  <30days  30-60 days >60 days
As at 30 June 2016
Total receivabies from exchange 4,228 3,012 630 370 216

transactions

In thousands of New Zealand Dollars
As at 30 June 2017

Total receivabies from exchange
transactions
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Cock Islands Investment Corporation
Annual report for the year ended 30 June 2037

Notes to the financial statements (continued)

Note 11

Related parties

Group Parent
30 June : ¥
2016 ¢

30 June
In thousands of New Zealand Dollars

Related party recsivables

Governmant of tha Cook Islands

Cook island Property Corporation NZ

Ministry of Foreign Affairs And Immigration
Ministry of Finance and Economic Management

Total related party receivables

The balances are repayable on demand, are unsecured and do not bear interest.

G_ roup _ _Parent

30 June
2016

30 June
2016

In thousands of New Zealand Dollars

Dividends receivable

Tetecom Cook Istands Limited
Te Aponga Uira O Tumu-te-Varovaro

Total dividends receivable

In accordance with the requirements of the Cook Islands Government Property Corporation Act 1969, the
dividend receivable from Telecomn Cook Islands Limited is paid directly to the uitimate shareholder, the Cook
Islands Governmient, and therefere the dividend cashfiow doas not flow through Cook Islands Investment
Corporation.
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Cook Islands Investment Corporation
Annual report for the year ended 30 June 2017

Notes to the financial statements (continued)

Note 11 Related parties (continued)

Material related party income _and expenditure:
a) The Group entities undertake numerous transactions with other Government entities in the normal course of

their business. These transactions are not material, are conducted at commercial rates and have therefore not
been disclosed separately.

b) The Group provides electricity to various Government entities outside of the group through its whoily owned
subsidiary, Te Aponga Uira O Tumu-te-Varovaro {Te Aponga}. Entities within the group paid $660,000 {2016:
$697,000) to Te Aponga for electricity services which has been eliminated on consolidation.

c) The Group provides telecommunication services to various Government entities outside of the group through
its associate, Telacom Cook Islands Limited. Entities within the group paid $452,000 {2016: $487,000) to
Telecom Cook islands for telecommunication services.

d} Many of the properties owned by Cook istands Government Property Corporation are tenanted by Ministries of
the Government of the Cook Istands. In general, rental income is not received for the use of these assets, as
Government Ministries are not appropriated for this cost.

a) The properties owned by Cook Islands Property Corporation {NZ) Limited and tenanted by the Ministry of
Foreign Affairs and Immigration are also not generating revenue.

f) Government appropriation income was received by the Airport Authority of $2,048,000 {2016: $2,048,000) and
also by the parent entity of $4,554,000 (2016: $2,605,000}

g Capital project liabiity relates to project funding received by CHC from Cook lslands Gevernment and other
funding agencies for which the completed assst is to be retumned to Crown. The asset is recognised as Work
in progress receivable in the statement of financial position up until completion when it is returned to Crown.

hj Cook slands Government Property Corporation made a revenue transfer of $520,000 (2016:$540,000} to the
Corporation in accordance with Section 31 (2) of the Cook Islands investment Corporation Act 1998. The
transfer has been recognised as revenue within the Statement of Comprehensive Revenue and Expenses of
the Cerporation.

i) Equity injections for the Group in 2017 was §1,334,000 (2016: $605,000} being assets from Cook Istands
Investment Corporation consisting of land, completed buildings and extensions transferred to the Ceok Islands
Govarnment Property Corporation during the year. :

i The parent received dividends of $548,000 (2016: $1,795,000) from subsidiaries. These dividends were then
paid 1o the shareholder, Cook Islands Government. The group received a tax benefit of $110,000 {2016:
$366,000) in relation to dividends paid to the parent, Cock Isiands Investment Corporation, a tax paying entity.
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Cook Islands Investment Corporation
Annuat report for the year ended 30 June 2017

Notes to the financial statements (continued)

Note 12  Banking portfolio investments

The following is a summary of the loans portfolio by industry sector as at 30 June 2017

Group Due
within Over
One Year One Year

2016 2016

Agriculture
Fishing
Pearls
Consumer
Business
Housing
Staff
Tourism

Hire purchase ioans

LESS:

Provision for Doubtful loans

Provision fer non-performing
interest

Deferred income

Net Portfolio as at 30 June

Split by:
Current
Naon - current
4,

All loans have been made at varying interest rates, terms and securities. Loans attract the following
interest rates:

Housing 5.4% to 15.49% {2016: 4.04% fc 15.49%}

Development {including Business) - 7.75% t0 20.5% (2016: 7.75% to 20.5%)

Consumier - 10.5% to 16.50% {2016: 9.56% to 20.5%)

Government - 10.50% {2016: 10.50%])

The foliowing significant individual counter-party exposures existed at balance date:

Group o 30 June 2016
In thousands of New Zealand Dollar:
#
Percent of Equity Counter Loan Percentage
Range Parties Balance of Bank’s Equity
5-10% 4 5,102 30.28%
+10% 2 4,943 29.38%
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Cook Islands Investment Corporation
Annual report for the year ended 30 June 2017

Notes to the financial statements (continued)

Note 12  Banking portfolio investments {continued}
Provision for Losses on Banking Portfolio Investments

Group

In thousands of New Zealand Dollars

The total charge of provisions was made up as follows:

PROVISIONS FOR DOUBTFUL LOANS
Opening balance
Bad debts written out of provisions
Aliowance for hardship
Provisions for doubtfu! loans
Balance at end

Net increasefidecrease} in provision for doubtful
loans

PROVISIONS FOR NON-PERFORMING INTEREST
Opening balance
Write off of non-performing loan interest
Write back of non-performing loan interest
Interest accrued on non-perferming loans
Balance at end

30 June
2016

1,723
{67)
(319}
456
1,793

Note 13  Inventories

in thousands of New Zealand Dollars

Trading stock
Spare parts
Fuels

Other

Total inventories

30 June
2016

B _P_arent

30 June
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Cook Islands Investment Corporation
Annual report for the year ended 30 June 2017

Notes to the financial statements (continued)

Note 14 Property, plant and equipment {continued}

In thousands of New Zealand Dollars

PARENT

e::ﬁ ir:r:;:t v‘:h?:;f:s TOTAL
Cost
At 1 July 2015 229 135 364
Additions 7 - 7
Disposals - - -
Transfers/adiustments - - -
At 30 June 2018 236 135 371
Additions 7 3 10
Disposals - - -
Transfers/adjustments - - -
At 30 June 2017 243 138 381
Depreciation and
impairment
At 1 July 2015 {166) {88) {254)
Disposals 0 0 0
Depreciation (20) {14) {34
impairment - - -
Transfersfadjustments - - -
At 30 June 2016 (186} (102) {288}
Disposals - - -
Depreciation {21) (14) (35)
Impairment - w -
Transfers/adjustments - - -
At 30 June 2017 (207) {118} {(323)
Net Book Values
At 1 July 2015 63 A7 110
At 30 June 2018 50 33 83
At 30 June 2017 36 22 58
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Coaok Islands Investment Corporation
Annual report for the year ended 30 June 2017

Notes to the financial statements (continued)

Note 14 Property, piant and equipment {continued}

Determination of Cost;

Buildings are measured at cost. Cost is based on historical costs or deemed cost based on previous valuations
as detailed below:

® Rental houses were valued at $1.8 million (2016: $1.8miilion} by John McElhinney of Rarotonga, a registered
valuer, in May 1999, The vaiuation includes buildings only and no attempt has been made to place a valuation
on the land. This May 1999 valuation is the deemed cost applied for these rental houses.

* The Rarotonga Hospital Administration Block is measured at cost less accumulated depreciation.

® The Court House, Police Headquarters and Multi Sporis Complex are recorded at the value nominated by the
Ministry of Finance and Economic Management for the Cook Islands being the cost of construction.

® Al other Cook islands Government Property Corporation buildings are stated at deemed cost being valuations
performed by members and initially recorded in the 1996/97 statutory accounts for the Government of the Cock
Islands less accumutated depreciation.

® The Mulgrave Street property in Wellington owned by Cook Islands Property Corporation (NZ} Limited was
valued by Darroch Limited in August 2010, for insurance purposes providing depreciated replacement cost of
$602,000. An earlier valuation by DTZ New Zealand in October 2008 placed a market value of $1,5600,000 for
land and buildings in Mulgrave Street. This property is heid at cost in the financial statements,

® The building owned by Bank of the Cook Islands Limited is valued at cost less accumulated depreciation. This
building was valued at $1,900,000 by Jones Lang LaSelle Hotels Limited in May 2014, The rernaining term of
the BCl House lease is 10 years.

Leased Land

Cook Islands Government Property Corporation leased land is stated at deemed cost being the initial value
recorded in the 1996/97 statutory accounts for the Government of the Cook Islands less depreciation where
applicahle.

Restrictions on Disposals
Fixed assets held by Cook Islands Government Property Corporation and its subsidiaries cannot be disposed of
without prior consent of Cabinet.

Ownership and completeness of assets

These assets disclosed in these financial statements may not be a complete presentation of all assets falling
under the ownership and for control of the Corporation and Group. The assets presented are included on the
basis of the current understanding of the Members at the time the financial statements were prepared.

Transfer of assets from Ministries

These assets are recorded at the value nominated by the Ministry of Finance and Economic Management for
the Caok Islands or relevant Ministry based on the cost of construction and are recognised directly in equity as
a contribution from owner.

Members' vatuation of selected fixed asseis

As in prior years, certain historical fixed assets obtained by the Corporaticn have heen inciuded in the
Statement of Financial Position based on vaiuations performed by the Members or have been recorded in the
financial statements at nil value. This is due to the loss of historical accounting records.

This treatment is a departure fram {PSAS 17 Property, plant and equipment which notes an appraisal of an
asset is normally undertaken by a member of the vaiuation profession, who holds a recognised and relevant
professional qualification. The audit report of these financial statements is qualified in this regard.
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Cook Istands Investment Coerporation
Annual report for the year ended 30 June 2017

Notes to the financial statements (continued)

Note 156

Note 16

Intangible Assets
GROUP
In thousands of New Zealand Dollars
Carrying
Cost Amount
At 1 July 2015 2,221
Additions 808

At 30 June 2016 3,029
Additions "

Ameortisation and impairment

At 1 July 2015
Amortisation for the year
At 30 June 2018

Amortisation for the year

Net book values

At 1 July 2015 299
At 30 June 2016 862

Intangible assets include costs incurred in acquiring and building software and computer
systemns (software). Software is amortised using the straight line method over its expected
useful life.

Investment property

Group
In thousands of New Zealand Doflars

Cpening balance 1 July
Additions / {Disposals)
Cepreciation

Closing balance at 30 June

tnvestment property includes buildings and premises owned by the Airport Authority, Ports
Authority, and Cook Islands Property Corporation (NZ) Limited for which rental income is
earned.
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Cock Islands Investment Corporation
Annual report for the year ended 30 June 2017

Notes to the financial statements (continued)

Note 17 Trade and other payables

In thousands of New Zealand Dollars 30 June 30 June
2016 20186

Trade and other payables from exchange

transactions
Trade creditors 792 75
Audit fees - Group auditors 410 206
Other fees owed to Group auditors 85 13
Audit fees - other auditors 115
Interest accrual 809 -
Provisions 1,770 ; -
Other payables and accruals 1,010 : 50

Total trade and other payables from exchange

transactions 4,991 344

Trade creditors and other accruals are non-interest bearing and are normally settied on 30-day terms.

Trade and other payables from non- exchange
transactions

Value added tax
Total trade and other payables from non-
exchange transactions

Total trade and other payables

Provisions

In thousands of New Zealand Dollars 30 June

2016

Opening land lease provision
Additional provision made in the period
Provision utlised in the period

Closing land lease provision

Opening other provision
Additiona! provision made in the period
Closing other provision

Total Provision

Included in Provisions is land lease provision related to outstanding rent reviews and lease payments to
landowners that are expected to be settled within the next 12 months, The Group has estimated the
provision based on the current status of negotiations with landowners and other available information.

RAEGRN,

- e}
87 Marked %
for h
‘dentificatian

\(\\ Pumpaces /)

\";.-;._.._;’r__ﬂ_,—ﬁj




Cook Islands Investment Corporation
Annual report for the year ended 30 June 2017

Notes to the financial statements (continued)

Note 18 Taxes

Group _ Pa__r_ent

In thousands of New Zealand Dollars

Income tax receivable

Income tax receivable (payabiel off 1 July
Reclassified from tax payable

Income tax on current year surpius
Income tax paid

Income tax benefit on dividends paid
Income tax receivable 30 June

Future income tax benefit

Future income tax benefit 1 July
Current year movement

Future income tax benefit 30 June

Deferred tax asset

Deferred tax asset ¢ff 1 July
Deferred tax on current year surplus
Deferred tax asset 30 June

Income tax payable

income tax payabie cff 1 July
Reclassified to tax receivable
Income tax on current year surplus
Income tax paid

Tax benefit on dividends paid

Tax penalties

Income tax payable 30 June

Deferred tax liability

Deferred tax liability cff 1 July
Deferred tax on current year surpius
Other adjustment

Defatred tax liability 30 June
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Cook Islands Investment Corparation
Annugl report for the year ended 30 June 2017

Notes to the financial statements (continued)

Note 18 Taxes (continued)

Reconciliation of effective tax rate

_ Group

2016
Restated

In thousands of New Zealand Dollars 2036

Surpius before taxation for the year
{Surplus)/deficit for tax exempt entities
Equity accounted earnings from asscciate

Profit excluding tax

Prima facie taxation at 20%

Tax effect of non-assessable income

Tax effect of non-deductible expenses

Tax effect on prior period adiustments

Tax on dividend distributed to Government by tax
exempt entity

Taxable income not recegnised in accounts
Application of prior year tax losses

Income tax expense

Income tax expense is represented by:

Current
Deferred

Income tax losses carried forward:

Individual entities within the group have combined carried forward tax losses of $174,636 (2016: $174,6386).
These tax losses are unable to be offset and can only be used by the individual companies. These are heid off
halance sheet.

These tax losses have no expiry date provided there is 40% continuity in ownership and the taxation laws in
relation to these do not change.

Within the group, Cock Islands Government Property Corporation are exempt from taxation under the Income Tax
Act 1997,
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Cook islands investment Corperation
Annual report for the year ended 30 June 2017

Notes to the financial statements (continued)

Note 22 Borrowings (continued)

The Airport Authority borrowed from ANZ Bank the amount of $8.1 million to refinance its loan held with Westpac
Bank and to assist with capital expenditure programs, The ANZ Bank loan has a 5 year term and a variable interest
rate is applicable at 6.50% per annum. The ioan is repayable by monthly instalments of $68,308.65 which is
inclusive of interest and is based on a 16 year amortisation term with balloon payment at the end of term. The loan
is secured by registered mortgage debenture over the assets and undertakings of the Authority. The loan agreement
contains a financial covenant that requires the amount of EBITDA generated less dividend paid 1o be greater than 2x
annual debt servicing commitments at ali times. Covenant wilt be measured annualiy in arrears. The loan was
discharged on 24 February 2017.

The Asian Development Bank {ADB) approved two loans (L2472-CCO and L2473-CO0) on 20 Novemnber 2008 for
the funding of the Avatiu Port Development Project. The ADB signed the loan agreements for these two loans with
the Government of the Cook Islands on 5 May 2009 and the Government on-lent ic the Ports Authority by way of a
subsidiary loan agreement signed on 31 July 2009. ADB further approved and signed a supplementary loan (L2739-
COO) to loans L2472-CO0 and L2473-CO0 on 24 March 2011 and 30 December 2011 respectively with the
Government of the Cook Islands as additional funding of the Avatiu Port Development Project. The Government on-
lent the funds to the Ports Authority by effect of the subsidiary Loan agreement signed on 31 July 2009, The
borrowings were drawn down through the Cook islands Government. The interest rates for the three foans which
were offered to the Cook lslands Government are the same rates in the subsidiary loan agreement between
Government and the Ports Authority. The interest fate on Loan 2473 is 1% per annum for the 8 year grace period
and 1.5% per annum thereafter. The Ports Authority is responsible for any changes in the amount payable due to
exchange rate fluctuations. Accordingly, ail exchange rate risk is carried by the Ports Authority. The borrowings are
recorded in NZD at the exchange rate at the date of the draw down and are restated using the closing rate at
balance date. Any difference in exchange rate fluctuations are recorded in the Statement of Comprehensive
Revenue and Expenses. The first draw down was made on 25 May 2010. Loan 2472 of USD$8.6 million is fixed for
a period of 20 years plus a & year grace period with repayments commencing on 15 May 2014. Loan 2473 of
SDR$4.5 million is fixed for a period of 24 years plus an 8 year grace period with repayments commencing on 15
May 2017, Loan 2739 is supplementary to L2473 and L2472 for USD$4.7 million and is fixed for a period of 20 years
plus & 6 year interest grace period with repayments commencing on 15 May 2016,

49




Cook Islands Investment Corporaticn
Annual report for the year ended 30 June 2017

Notes to the financial statements {continued)

Note 23 Financial Instruments - financial risk management
Exposure to currency, interest rate, liquidity and credit risk arises in the normal course of the Group's operations.
This note presents information about the Group's exposura 1o each of the above risks, policies and processes for
measuring and managing risk, and the Group's management of capital. Further quantitative disclosures are
included throughout these financial statements.

Fair values
All financial assets held by the group are classified as 'Loans and Receivables'. Due to tha nature and term of the

financial assets that the group holds, the fair value and carrying value of financial assets is not materiaily different.

Set out below are the carrying amounts by class of the group's financial instruments

In thousands of New Zealand Doflars Carrying
amount

Financial assets Group  Parent

30 June 2016

Cash and cash equivalents 13,613 471

Term deposits 37,101 2,459

Trade and other receivables 5,000 42

Banking portfolio investments 65,173 -

Derivative financial instrument - -

Taxation receivable 831 369

Dividends raceivable - 1,333

Related party receivables 461 87

122,175 4,761

Financia! assets

30June 2017
Cash and cash equivalents
Term deposits
Trade and other receivables
Banking portfolio investmenis
Taxation receivable
Dividends receivable
Related party receivables

in thousands of New Zealand Doflars Carrying
amount

Financial liabilities Group Parent

30 June 2016

Trade and other payables 6,113 382

Empioyee entitiements 1,082 36

Banking customer deposits 76,373 -

Income tax payable 1,203 -

Derivative liability - -

Related party payables 756 1,820

Bank loan 23,702 -

Dividends payable 1,066 1,066

110,295 3,304

Financial liabilities

30 June 2017
Trade and other payables
Employee entitlements
Banking customer deposits
Income tax payable
Related party payables
Bank lcan
Dividends payable
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Cook islands Investment Corporation
Annual report for the year ended 30 June 2017

Notes to the financial statements {continued}

Note 23 Financial Instruments - financiai risk managemsnt {continued)

Due te the nature and term of the financial liabilities that the group holds, the fair value and carrying value of
financial liabilities is not materially ditferent.

The fair value of the financial assets and liabilities are included at the amount at which the instrument could be
exchanged in a current transaction hetween willing parties, other than in a forced sale or liquidation. The
following methods and assumptions were used to estimate the fair values:
® Cash and short-term deposits, trade receivables, trade payables and other current Fabilities approximate their carrying
amounts largely due to the short-term maturities of these instruments.
® [ ong-term fixed rate and variable rate receivables/borrowings are evaluated by the Group based on parameters such as
interest rates, specific country risk factors and individual creditworthiness of the customer and the risk characteristics
of the financed project. Based on this evaluation, allowances are taken to account for the incurred lossas of these
receivahles and market related interest rates. As at 30 June 2017 and 2016 respectively, the carrying amounts of such
receivables, net of allowances are not materially different from their calculated fair values.

* The fair value of other financiat liabilities is estimated by discounting future cashflows using rates currently availtable for
debt on similar terms, credit risk and remaining maturities.

Credit risk

Credit risk is the risk of financial loss to the group if customers or counterparties to financial instruments fail to
meet their contractual obligations. The carrying amount of financial assets represents the maximum credit
exposure. The maximum exposure to credit risk as at 30 June was:

Group » Pafent

30 June
2016

In thousands of New Zealand Dollars
Cash and cash equivalents 12,428
Term deposits 37,101
Trade and other receivables 5,000
Banking portfolic investments 65,173
Derivative financial instrument
Taxation receivable 831
Dividends receivable
Related party receivables 461
Maximum exposure to credit risk 120,994

in the normal course of business, the group incurs credit risk from trade debtors, cash and cash equivalents and term
deposits held with other financial institutions and loans receivabie from customers.

The group establishes an allowance for impairment that represents its estimate of antictpated losses in respect of
receivables.

Credit risk for the group arises principally from the Bank of the Cook Islands Limited's loans o customers.
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Cook Isiands Investment Corporation
Annual report for the year ended 30 June 2017

Notes to the financial statements (continued)

Note 23 Financial Instruments - financial risk managernent (continuedt

Rank management monitor credit risk through credit policies and security ratio limits. All loans are reviewed annually to
ensure that loans are stili operating under loan contracted conditions. Anomalies are reported to the Manager Credit
who will assign follow up tasks for the credit officers. Loan payment arrears are reviewed monthly to ensure client
arrears are addressed. The Bank holds monthly Credit Management Committze meetings to montior accounts, arrears
and fellow ups. Lcans that become a concerm are followed up by the Asset Management Unit and reported monthly to
the board of Directars. The exposure is monitored on an on-going basis and monthy reports to Management and the
Board of Directors.

(i) Analysis of Credit Quality
Maximum exposure to credit risk from bank lending activities within the group is set out below:

Loans and advences Lending commitrents
to custorners and financial guarantees

In thousands of New Zealand Dollars 2016 2016
Maximum exposure to credit risk
Carrying amount 70,690 -
Amount committed - 2,564
At amortised cost
Total gross amount 70,690 -
Provision for doubtful foans {3,043) -
Provision for non-performing interest {1,792}
Deferred income (682)
Net carrying amount 65,173
Off balance sheet
Maximum exposure
Lending commitments:
Gross carrying amount 2,564
Total exposure 2,564
Loans with renegotiated terms
Gross carrying amount 2,324
Aliowance for impairment (271}
Allowance for non-accrued interest (8}

2,045
Neither past due nor impaired
Gross carrying amount 62,643
Past due but not impaired (days in arrears}
0-30 776
31-60 -
61-50 17

793 =
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Cook Islands investment Corporation
Annual report for the year ended 30 June 2017

Notes to the financial statements (continued)

Note 23 Financial Instruments - financial risk management {continued}
{iy  Analysis of Credit Quality {continued}
Loans and advances

to customars
I thousands of New Zealand Dollars 2016
Individually impaired
Gross carrying ameunt 4,930
Allowance for impairment
Individuat {3,739)
Collective {1,096)
{4,835)

Impaired loans
The group regards a loan as impaired in the following circumstances.

® There is objective evidence that a loss event has occurred since initial recognition and the loss event has an impact on
future estimated cash flows from the asset.

® A retail loan is cverdue for 90 days or more.

A loan that has been renegotiated due to a deterioraticn in the borrower's condition is usually considered to be impaired
uniess there is evidence that the risk of not receiving contractual cash fiows has reduced signiticantly and there are no
other indicators of impairment.

Provision is made for specitic loans where recovery is considered doubtful or they have become non-performing.
Provision is made in accordance with the Financial Supervisory Cornmission’s prudential guidelines based cn asset
classifications being pass (0%}, special mention {5%]), substandard {20%), doubtful (50%) and ioss {(100%). All bad
debts are written off against specific provisions in the period in which they become classified as irrecoverable.

Loans that are past due but not impaired

Loans and advances that are past due but not impaired are those for which contractual interest or principal payments
are past due but the bank believes that impairment is not appropriate on the basis of the level of security or coliateral
available and/ or the stage of coilation of amounts owed to the bank.

Loans with renegotiated terms and the Bank's forbearance policy

Renegotiated loans are impaired assets for which the terms have been changed to grant the counterparty a concession
that would not otherwise have been availabie due to the counterparty's difficulty in complying with the original terms
and where the yield on the asset following restructuring is stili above the bank's cost of funds.

The bank renegotiates loans to custemers in financial difficulties Feferred to as 'forbearance activities’) to maxirmnise
coliection opportunities and miniminse the risk of default. Under the bank’s forbearance policy, loan forbearance is
granted on a selective basis if the debtor is currently in default on its debt or if there is a high risk of default, there is
evidence that the debtor made ali reasonable efforts to pay under the original contractual terms and the debtor is
expected to be able to meet the revised terms.

The revised terms usually include extending the maturity, changing the timing cof interest payments and amending the
terms of loan covenants. Both retail and corporate loans are subject to the forbearance policy. The bank’s Compliance
Committee regularly reviews reponts of forbearance activities.
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Cook Islands Investment Corporation
Annuai report for the year ended 30 Jung 2017

Notes to the financial statements (continued)

Note 23 Financial Instruments - financial risk management {continued)
Cradit risk (continued)
{i} Analysis of Credit Quality (continued)

For the purpeses of disclosures in these financial statements, ‘lcans with renegoatiated terms’ are defined as loans that
have been restructured due to a deterioration in the borrower's financial position for which the bank has made
concessions by agreeing to terms and conditions that are more favourable for the borrower than the bank and provided
initially and that it would not ctherwise consider. A loan continues to be presented as part of loans with renegotiated
terms untif maturity, ealier repayment or until it is written off.

Irrespective of whethear loans with renegotiated terms have been derecognised or not, they remain disclosed as
impaired and appropriately provisioned until there is sufficient evidence to demonstrate a significant reduction in the
risk of non-payment of future cash flows and there are no other indicators of impairment.

Loan quality classification .

The group prepares financial statements in accordance with International Pubic Sector Accounting Standards {IPSAS}.
The asset quality definitions under Financial Supervisory Cormmission {FSC) reguiations differs from that under IPSAS
2.g. Under FSC guidelines when assessing the reccverability of a loan, the valuation of security held against loans
cannat be brought into consideration unless legal proceedings have bean initiated. Under IPSAS the value of security
heid against a loan can be considered whether legal proceedings have been initiated or not. In addition a past due loan
is one operating outside its key terms for 30 days under FSC guidelines. Under IPSAS a past due loan is a lcan for
which the borrower has failed to make a payment when contractually due i.e. as per the terms of loan agreement.

Individual provisioning is calculated using FSC guidelines where pass is 0 - 30 days in arrears, special mention is 30 to
89 days in arrears. When a loan is 90 days in arrears it will be graded as substandard, doubtful or loss depending on the
clients situation and the bank's judgernent based on credit critetia and likeliness for recovery. Coliateral value can only
be taken into consideration where legal action for recovery has been undertaken. The methodology and assumptions
used for estimating collectability are revised regularly to reduce any differences between loss estimates and actual loss
experience.

Under IPSAS a coliective provision would be made to allow for potential losses on loans not specifically provided. The
specific provision has been calculated under FSC guidelines and is higher than the specific provision required under
IPSAS due to different freatment of security.

Under FSC provisicning methodology no general provision is permitted however the overstatement of the specific
provision is not materiaily different to the amount that would be required as a general provision under IPSAS.

Security

Security is required in respect of most lending. There are various securities which the bank holds. These include but are
not limited to mortgages over lease and cccupation rights, personal and company guarantees and Instrurnents by Way
of Security.

(i}  Sipnificant concentrations of credit risk
Concentrations of credit risk exist if a number of counterparties are engaged in similar activities and have similar
economic characteristics that would cause their ability to meet contractual obligations to be similarly affected by
changes in econemic or other conditions.

The group monitors concentrations of credit risk by location, institution and sector.
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Cook Isiands Investment Corporation
Annual report for the year ended 30 June 2017

Notes to the financial statements (continued)

Note 23 Financial Instruments - financial risk management {continued}
Credit risk {continued)
(i}  Significant concentrations of credit risk {continued)

Group
30 June
201

30 June

In thousands of New Zaaland Dollars
Concentration by Location

New Zealand

Australia

Rarotonga

Raratonga - lending
Quter islands - lending
120,994 ¢

Concentration by Counterparty

Credit ratin

Australia New Zealand Bank AA2 -
Bank of South Pacific AA2 1,086
Kiwi Bank AA3 -
Wastpac Banking Corporation AA3Z -
Capita! Security Bank N/A -
Coop Money NZ Baa3 -
National Australia Bank Group AA -
Bank of the Cook Islands N/A : 1,845
Loans to customers N/A 65,173 ¢ -
Related parties N/A 374 1,789
Other NfA, 505 45
Total 120,954 4,765
Concentration by Sector

Banks 2931
Retail -
Housing -
Personal -
Business -
Related parties 1,789
Other : 45
Total 120,994 - 4,765
Liquidity risk

Liquidity risk is the risk that the group will encounter difficulty in meeting financiat obligations as and when they fall due.
The group evaluates its fiquidity reguirements on an on-going basis. in general, the group generates sufficient cash
flows from operating activities to meet its cbligations arising from its financial liabilities. Within the group the Ports and
Airports Authority have obtained external borrowings to fund major capital projects. The repayment of these borrowings
is met from operating cashfiow.

Within the goup, liquidity risk is most prevalent in the banking operations.

The Bank cof the Cook Islands Board sets the Bank's strategy for managing liquidity risk and has delegated responsibility
for oversight of the liquidity policy to the Assets and Liabilities Committes.

The Finance and Customner Service & Marketing departments review the liquidity position on a daily basis and report
any exceptions and liquidity issues to the Managing Director.
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Notes to the financial statements (continued)

Note

23  Financial Instruments - financial risk management {continued}

Liquidity risk {continued)

The Bank's approach te menaging liquidity is to ensure that it will always have sufficient liquidity to meet liabilities as
they fall due under both normal and stressed conditions without unacceptable losses or damage to the Bank's
reputation, The key elements of the Bank’s strategy are as follows:

daily monitoring of cash fevels held for client withdrawals,

daily monitoring of cash held in other financial institutions on call and on term depesit,

weekly fiquidity reporting to management taking into consideration incoming and outgoing cash flows and estimates
commitments for the week,

monthly discussions in the Assets and Liabilites Committee meeting and at Board level.

The maturity of individual financial assets and liabilities are detailed in the relevant notes.

Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis points (bp} in interest rates at the reporting date would have increased (decreased) the profit or
loss by amounts shown below, This 2nalysis assumes that all cther variables remain constant. The analysis is
performed on the same basis for 20186,

Group GROUP PARENT
In thousands of New Zealand Dollars 30 June 30iune.  30June  30June
: 2017 2016 2017 2016
Interest bearing Financial assets : 141,341 114,702 4,671 2,530
Interest bearing Financial iiabilities {117,053) {100,075} - -
Net exposure 724,288 14,627 4,671, 2,930
100bp increase effect an profit (243) {146) (a7} (29}
100bp decrease effect on profit 243 196 a7 29
Currency risk

Foreign currency risk is the risk that the vatue of a financial instrument will fluctuate due to movements in exchange
rates. The group does not hold any material foreign currency assets or liabilities and therefore there is minimal currency
risk.
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Notes to the financial statements (continued)

Note 23 Financial Instruments - financial risk management {continued}

Interest rate risk

Interest rate risk is the risk that the value of a financial instrument will fiuctuate due to changes in market interest rates.

The foliowing financial instruments are sensitive to changes in interest rates: loans, term deposits, cash and cash
equivalents, and customer deposits. Loans to customers and Customer deposits are at floating interest rates which are
reviewed on a quarterly basis to ensure they are kept in line with market interest rate movements, An immaterial
portion of loans have a fixed interest rate for the term of the ican. The cash cn hand and short term cash deposits earn

interest at normal floating commercial rates,

Interest Rate Repricing Schedule

Group

-In thausands of New Zealand Dollsrs

: Weighted average Carrying 06 6to 12 1.5 >5 Non

interest rate Amount months months yaars years sensitive

"Balance as at 30 June 2017

Flnancdlal Assets

Cash on hand N/A 1,172 - - - - 1,172
:Cash at bank 0.92% 23,348 23,348 - - - -
‘Term deposits 2.85% 43,612 20,999 21,057 1,556 - -
Trade and sundry receivables N/A 5,736 - - B - 5,736
Detlvative financial Instrument N/A - - - - - -
Related party receivables N/A 786 “ - - - 786
Taxation recelvable N/A §85 - - - - 685
:Banking portfalio Investments 9.92% 74,381 74,381 - - - -
Totat Finandaf Assats 145,720 118,728 21,057 1,556 - 8,379
:intgrgsg Rate .neg“ r.ln-l.n.g- msge.gg. le tgorntln'u'ed[ )

In thoussnd's of New Zealsnd Dollars

' Welghted average Carrylng Otod Gtol2 1-5 >S5 Non
. tnterést rate Amount months months years yaars sensitive
-Balance a5 at 30 June 2017

 Fnancial Liabliities

Trade and other payables NfA 7,740 - - “ - 7,740
Employee entittements Nin 1,106 - - - - 1,106
Banking customer deposits 2.87% 64,311 79,794 10,330 4,187 - -
Incorne tax payabie N/n 477 - - - - 477
:Derivative liabiity N/A - - - - - -
:Related party payables N/A 757 - - - - 757
Bank foan 3.6a% 22,742 5142 - - 17,600 -
‘Dividends payable NfA 255 - - . . 255
Total Finandal Liahilities 127,388 B4,5936 10,330 4,187 17,600 10,335
interast Rate Gap 22,332 33,792 . ] 10,727 ‘ (2,63!‘) o (1_.7,600)' {1,956):
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Note 23 Financial instruments - financial risk management (continued)

Weighted average Carrying Otob 6to12 1-5 >5 Non

Balance as at 30 June 2016 interest rate Amount months maonths vears years sensitive
Financial Assets

Cash on hand NfA 1,185 - - - - 1,185
Cash at bank 0.62% 12,428 12,428 - - - -
Term Deposits 2.94% 37,101 24,173 12,628 - - -
Trade and ether sundry receivables N/A 5,000 - - - - 5,000
Derivative financial instrument N/A 1] - - - - -
Related party receivables N/A 461 - - - - 451
Taxation receivable N/A 831 - - - - 831
Banking portfolio investments 9.53% 65,173 65,173 - - - -
Total Financlal Assets 122,179 192,074 12,628 o - 7,477

Financial Liabilities

Trade and other payables NfA 6,113 - - - - 5,113
Employee entitlements NfA 1,082 - - - - 1,082
Banking customer deposits 3.27% 76,373 63,361 10,822 2,190 - -
fncome tax payabie N/A 1,203 - _ - - 1,203
Derivative liability N/A 0 - - - - 0
Related party payables N/A 756 - - - - 756
Bank loan 3.64% 23,702 5,720 8,387 - 9,595 -
Dividends payable N/A 1066 - - - - 1066
Total Financial Liabilities 110,295 69,081 19,209 2,150 9,595 10,220
Interest Rate Gap 11,884 32,993 {6,561) {2,190) {8,595) (2,743)
Parent

In thousands of New Zaaland Dollars

Weighted average Carrying 0to6 6to 12 1-5 >5 Non
interest rate Amount months months years years sensitve

Balance as at 30 june 2017
:Finencial Assets

Cash and cash equivalents 0.73% 791 791 - - - -
Teemn deposits 3.76% 3,880 3,880 - - - -
“Trade and sundry receivables N/A 527 - - - - 527
-Taxation receivable NfA 569 ~ - - - 569
-Dividends receivable N/A 319 - - - - 319
Related party receivables N/A 366 - - - - 366
Total Finandal Assets 5,452 4,671 - - - 1,781

Interest Rate Repricing Schedule {(continued)

In thousands of New Zealand Dollars

Weighted average Catrylng Oto& 6to 12 1-5 >8 Non
Interest rate Amount maonths months years yeats sensitive

‘Balance a5 at 30 June 2017

Financial Liabilities 7 .
‘Trade and other payables N/A 1,373 - - - - 1,373
:Employee entittements N/A 67 - . - - 67
‘Refated party payables N/A 1,756 . - - . 1,756
‘Divldends payable N/A 255 - . - - 255
Total Finandal Liabilities 3,451 - - - - 3,451
Jnterest Rate Gap ) 3_,901 ) 4,671 - - - {1,670)
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Parent Weighted average Carrying Oto6 61012 1-5 >5 Non

Balance as at 30 fune 2016 interest rate Amount months months years years sensitive
Financiaf Assets

Cash and cash equivalents 1.25% 471 471 - - -

Term Deposits 3.77% 2,459 2,459 - - -

Trade and other sundry receivables N/A 42 - - - - 42
Taxation receivable N/A 369 B - - - 369
Dividends receivahle N/A 1,333 - - - - 1,333
Related party recejvables N/A 87 - - - - 87
Total Financlal Assets 4,761 2,930 - . - - 1,831

Financial Liabilities

Trade and other payables N/a 382 - - - - 382
Employee entitiements N/A 36 - - - - El
Related party payables N/A 1,820 - - - - 1,820
Dividends payable N/A 1,066 - - - - 1,066
Total Financial Liabitities 3,304 - - - - 3,304
Interest Rate Gap 1,457 2,530 - - - (1,473)

Capital management

The primary objective of managing the group’s capital is o ensure that there is sufficient cash available to support the
group’s funding requirements, including capital expenditure, to ensure that the group remains financially sound. The
group’s capital includes Capital Contributions and Reserves,

Bank of the Cook Islands Limited's policy is to maintain investor, creditor and market confidence and to sustain the
future development of the banking business,

The bank’s regufatory capital comprises two tiers:

Tier One Capital which includes issued and tully paid shares and retained earnings fess intangible assats. This must be
at ieast 5% of Risk Weighted Assets

Tier Two Capital which inctudes all other capital.
Tier Two capital must be at ieast 10% of Risk weighted assets.

At balance date the benk had the foliowing:

30 june 30 June
2017 2016

3 of Risk Weighted Assets :
Tier One Capital 16,68%! 20.95%
Total Capital 16.6B%- 20.95%

The Bank compiied with all externally imposed capital requirements.

58







Cook Islands investment Corporation
Annual report for the year ended 30 June 2017

Notes to the financial statements {(continued)

Note 24 Commitments and contingencies (continued}

Other Commitments
The group through Bank of the Cook islands has committed to lending a number of ioans in the future that have not yet heen drawn down, As at
30 June 2015 these undrawn loans total $2,449,129 (2016: $2,564,009).

Contingencies
The Group is currently aware of the contingent fiabilities listed below. Various other contingent liabilities may exist having arisen over the earlier
pericd of the Corporation’s existence of which the Members of the Corporation are not aware.

Uncailed Capital
Asian Development Bank —the Corporation has a further 88 uncailed shares. The shares have a par value of USD13,500 each.

There were no further contingent liabilities as at balance date,
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Notes to the financial statements (continued)

Note 25 Segmental Reporting
The Group operates primarily in the property investment and management sectors. It also operates in the utilities sector,
consisting of ports and airport services, power supply and banking.

Industry Segments
thousands of New Zealand Dollars

Balance as at 30 June 2016

Trading Revenue 8,159 - 2,776 17,224 4,432 2,743 35,334
Crown Appropriation - - 2,605 - 2,048 - 4,653
Other Revenue 703 - 522 919 72 376 2,592
Expenses (8,116) 19 {7,529) (12,423) {6,185) {3,581) {37,815)
Cther Gains / {Losses) - 3,079 - 259 (21} (234) 3,083
Surplus / (Deficit} before tax 746 3,098 {1,626) 5,979 346 {696) 7,847
Total Assets 594,925 9,171 45,115 52,667 71,813 38,690 312,381
Total Liabifities 84,619 220 3,992 1,715 2,255 20,989 113,790
Capital Expenditure 605 - 11,959 409 - 120 13,093

Note 26 Going Concern
Within the Group, the Bank of the Cook Istands manages it's liquidity by ensuring there are sufficient cash reserves maintained at ail
times to meet liquidity requirements likely to arlse, taking into consideration historical trends. The Bank has the right to redeem
term deposits within 48 hours if required to meet client withdrawal requirements.

These financial statements have been prepared on the going concern basis. The Corparation is uitimately dependent on the
support of the Government by Crown Appropriation. In addition, the liquidity of the Corporation is in herently dependent on the
proceeds from the management and disposal of its assets, the value and potential returns of which are uncertain. Despite this,
there are no known matters that suggest the support of the Government wilt be withdrawn or that the proceeds from the asset
management and disposal will be insufficient to meet the requirements of the Corporation for the fareseeable future. The Cook
islands Government has provided a letter of support stating that it will maintain ownership and control of the group for the
foreseeable future and will provide financiai assisstance where necessary for the group to continue its operations,
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Note 27 Subsequent Events
Subsequent to year end, the Court reached a decision on the Capital value for the Tereora College land lease. The lease provision in the Statement
of Financial Position and lease commitments disclosure has been updated to reflect this decision.

To Tatou Vai Limited was incorporated on the 25th August 2017, This entity was established to manage future water utility projects. The company
is owned 50% by the Corporation and 50% by Cook islands Government Property Corporation.

CHC Seabed Resources Limited was incorporated on the 2nd Navember 2017. The company is awned S0% by the Corporation and 50% by GSR
Cook islands timited.

There have been no other events subsequent to batance date which would materially affect the financial statements.

Note 28 Correction of Errors
During 2017, Te Aponga Uira identified items of property, plant and equipment with incorrect depreciation rates. As a conseguence, the
depreciation expense and accumulated depreciation has been restated in the comparatives. The table below summarises the impact on the
Group's financial statements.

Impact of correction of error

In thousands of New Zealand Dollars
Statement of Financial Position

30 June 2016 As previously reported Adjustments As restated

Property, plant and equipment 165,451 {414) 165,037
Others 147,344 147,344
Total assets 312,795 (414) 312,381
Total liabilities {113,790} - {113,790}
Total equity (199,005) 414 {198,591)

Statement of Comprehensive Revenue and Expenses

30 Jjune 2016

Depreciation and amortisation (7,511) {414} (7,925}
Others 13,251 13,251
Surplus {deficit) for the year 5,740 {414) 5,326
Total comprehensive revenue and expenses 5,740 (414) 5,326
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