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PART I
PRELIMINARY

1. ( 1) This Act nray be cited as the State Orvnetl Enterprises Act
2007 and shall come into force on such date as the Nlinister mair appoint by notice
published in the Gazette.

2. In this Act, unless the context otherwise requires, -
"Accountable Ministers" means the lVfinister of Finance and the

Responsible Minister;
"board" Ineans -

(a) in relation to a State Owned Enterprise that is a
company, the board of drectors of the State Orvned Enteryrise; and

(b) in relation ro a State Owned Enterprise that is
not a company, the persons occupying the positions in rejation to
the State Owned Enterprise that are cornparable v,'ith those of the
board of directors of a company;

"Comrnunity Service Obligation" means -

(a) the provision of a good or service by a State
Owned Enterprise to a consllmer or user on terms that are not
expected to generate a nonnal return to the State Orvned
Ente nrrisc:

(b) the entering into an agreement by the State
Orvned Enterprise on any terms other than normal commercial
terms applying from tlme to tinre;

(c) the forbearance Lry a State OwnecJ Enterprise tcr
exercise a right or entitlement other than on normal commercial
terms applying from time to time;

(d) the forgiveness or reduction by a State Ownecl
Enterprise of a debt or an amount of money owed to the State

Owned Enterprise other than on normal commercial terms
applying from rime to time; bur

(e) does not include the State Owned Enterprise
exercising its commercial judgement to make donations to
worthy causes or to price goods and services at or below the cost
of their production.

"company" means a company formed and registered under the
Cornpanies Act or an existing company rvithin the meaning of
that Act;

"crown" has the meaning assigned thereto in the Constitution;
"director" means -

(a) in relation to a company, a direc:tor as defined in the
Cornpanies Act; and

(b) in relation to an organisation other thail a company, a
person that performs a role comparable to the role of a director
of a company;



"government assistance" means any value provided to a
State Owned Enterprise by the Crown other than
value provided on terms consistent with an
arrns length commercial transaction or standard
government policy, and includes (without limi-
tation) tax rebates or waivers, govemment
guarantees provided for less than fair value, and
loans on terms more favourable than would be
expected in an arms length transaction;

"Minister" means a Minister of the Crown;
"organisation" includes a company, a body corporate,

a partnership, and a joint venture;
"Regulatory Function" means any statutory power or

function exercised hy a State Owned Enterprise
other than a power or function that provides for
the supply of services by the State Owned
Enterprise;

"Responsibie Minister", in relation to a State Owned
Enterprise means the Minister for the time being
responsible for that State Owned Enterprise;

"rules" -
(a) in reiation to a State Owneci

Enterprise that is a conlpany, means the memo-
randum of association and articles of association
of the State Owned Enterprise; and

(b) in relation to a State Owned
Enterprise that is not a company, includes the
documents relating to the State Owned
Enterprise that are comparable to the memoran-
durn of association and afticles of association
of a company.

"share" means -
(a) in relation to a company that

has issued shares, a share of any class;
(b) in relation to an organisation

(other than a company) that has a capital, an
interest in or right to the whoie or any part of
that capital, other than an interest or right as a
creditor;

(c) in relation to a company or
other organisation that does not have a capital -

(i) an interest in or rigitt to any part
of the assets of the company or
organisation, other than an
interest or right as a creditor; or

(ii) where there are no assets, a
direct or contingent obligation
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to r:ontribute money to or bear
losses of tlie company or crgani-
sat ion;
and "sharehcllrier" has a corre-
spond ing  mcan ing .

"solvent" means -
(a) the State Owned Enterprise is

able to pay its debts as they becorne due in the
ordinary course of busrness; and

(b) the value of the assets of the
State Owned Enterprise is _ereater than the
value of its liabilities, including contingent
l iabi l i t ies;

"State Owned Enterprise" means an or_eariisation that is
named in the Schedule;

"statement of corporate objectives" means the current
statement of corporate objective s for the State
Owned Enterprise prepared pursllant to section
13 of this Act;  and

"subsidiary" has the same meaning as assigned thereto
in section 148 of the Con'rpanies Act.

3. This Act shall binci rhe Crown.

PART II
PRI}{CIPAL OBJECTIVES AND ROLES

4, The purpose of this Act is to enhance the performance
of State Orvned Enterprises so that they provide the best possiblc-: serv-
ice for the people of Soiomon Islands and contribute to rhe long term
economic and social developrnent of Solomon Islands.

5. ( I ) The principai objective of every Srate Owned
Enterprise shall be to operare as a suc(lessful business and. ro this end,
t o b e -

(at as prcfitable and efficient as compa-
rable businesses that are not owned by the Crown or
established as statutory,bodies by an Act of Farliament:
and

(b) a good employer; and
(c) an organisation that exhrLrirs a sellse

of social responsibility by having regard to the interests
of the commr"rnity in which it operates.

(2) For the purposes of this secrion, a "good ernployer" is
an employer who operates a personnel policy containing provisions gen-
erally acceptable as necessary tbr the fair and proper treatment of
emplovees in all aspects of their employment, includrn.e provisions
requiring -

(a) good and safe working conditions: and
(b) an equal opportunities employmeni pro-
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gramme; and
(c) the impartial selection of suitably quaiified

persons for appointment; and
(cl) opportunities for the enhancement of the

abilities of individual employees.

6. (i ) The directors of a State Ou,ned Enterprise
shall be persons who, in the opinion of those appointing them, will
assist the State Owned Enterprise to achieve its principal objective .

(2) Every director of a State Owned Enterprise shall be
selected and appointed. reappointed, removed or disqualified in accor-
dance wrth the rules of the State Owned Enterprise and the criteria
for selection and proceduri: fbr appointnleltt, reappointment, remova.l
or disqualification prescribed by regulations made under section24(a)"

(3) The appointment of a director of a State Ovrned
Enterprise that fails to follow the criteria for selection and the proce-
dure for appointment or reappolntment prescribed b1' regulations made
under section 24(a), or at any time rneets rhe criteria for removal or
disqualification prescribed by regulations made under section 241at.
shal l  he nul l  and void

(4) All decisions relating to the operation of a State
O',vned Enterprise shall be made by or pursuant to the authority of the
board of the State Owned Enterprise in accordance with its statement
of corporate objcctives.

(5) A director of a State Owned Enterprise must act in
good faith and in what the director believes to be the best interests of
the State Owned Enterprise.

(6) The board of a State Owned Enterprise shall be
accountable to the Accountable Ministers in the manner set out in
Part iII of this Act and in the rules of the State Owned Enterprise.

(7) Directors of a State Owned Enterprise shall act con-
sistently with any regulations made under section 24(b).

(8) Any person who knowingly acts contrary to subsec-
tions (5) or (7) is guilty of an offence and shall be liabie to a fine of up
to $100,000.

7. T'he Accountable Ministers of a State Orvnecl
Enterprise shall be responsible to Parliament for the performance of
the functions given to them by this Act or the rules of the State Owned
Enterprise.

8. (1) Subject to this -qection and any regulations
made under section 24(c\ the Responsible Minister rnay direct the
State Owned Enterprise to provide a Community Service Obligation.

(2) In making any direction under sutrsection (1) the
Minister must act consistently with any regulations made under
sect ion 24(c).

(3) Any direction to a State Owned Enterprise to provicle
a Community Service Obligation that is not made consistently with
an;, regulations made under section 24(c) shall be null and void.
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&) Any person who knowingly dirccts or encourages a
Director or the Board of nirectors cf a state owned Enterprise to
make a decision that the State Ovzned Enterprise shall perfbrn_. a
Community Service Obligation other than in accordance witit the
provisions of this Act ancl any regulations made uncer section 24(c)
is guilty of an offence and shall be liable ro a finc of up ro $50,000.

(5) Any person vrho, while a clirector of a State Ownec.l
Enterprise, knowingly makes or takcs purrt, or attempts to make or
take part, in the making of a decision rhat the Stare Ou,ned Enterprise
shall perform a community service otrligation, ctner rhair in accor-
dance with the provisions of this Act and any regulations made under
section 24(c) is guiity of an ofl'ence and shall be liable to a fine of urr
to 550.000.

9" (l) The board of a State Owned h,nterprise shall
ensure any Regulatory FLrnctions pertormed by the State Owned
Enterprise are performed consistently with any regulations made
uncier section 24(d).

(2) Any Regulatory Funcrion performerJ by a State
orvned Enterprise in a manner that is not consistent v;ith the require-
ments of any regulations made under section 24(d) shall be nuil and
void.

PART NI
OWNERSHIP AND CORPORATE OEJLCTIVES

10.  ( l )  Where  a  S ta te  Ownec l  Enterpr ise  is  a
company or other entity that has issued shares, the number of shares
held by an Accountable Ministe.r in that State Oi.vned Enterprise
shall be the samc as the numbe.r of shares in that State Ownecl
Enterprise treld by the other Accountable Nlinister.

(2) The Accountable Ministers nlay frcm tinie to time,
on behalf of the Crown, subscrilre for or otherivise acouire shares
in the State Owned Enterprrse narned in the Schedule.'

(3) Any nroney requircd to be paid by an Accountable
Minister on subscribing for or otherwise acquiring sharcs pursuant
to subsection (2) of thi,s section shall be paid erut of money appro-
priated by Parliament fbr the purpose.

11. Where a State Owneci Enterrlrise is a stetutorv cor-
poration or other entity that has not issue'l shares, the Accouniabte
Ministers shall exerc:ise jointly the powers availabie to the
Responsible N{inister in reiation to that State Owne<i Enterprise.

12. ( 1) Subject ro secrion 12(2)but norwirhsrancling
any other provision of this Act or othel.Act or the rules of any com-
pany:-

(a) the Accountable Mrnisrers may from rime to
time, by written notlce to the board, direct the board of a
State Owned Enterprise to include in. or ornit from" a state-
ment of corporate objectives for that State Owned Enterprise
any provision of a kind referred to in paragraphs (a) ro
(h) of sect ion 13(2) of this Act:  and
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(b) the Accountable Ministers may, by written
notice to the board, determine the amount of dividend payable
by any State Owned Enterprise in respect of any financial
year, and any board to rvhom such a notice is given shall
comply with the notice.
(2) Before giving any notice under this section, the

Accountable Nlinisters shall -
(a) have regard to Part I of this Act; and
(b) consult the board concerned as to the matters

to be ret-en'ed to in the notice; and
(c )  where  the  no t ice  is  to  be  g iven under

section l2(1Xb), have received a certificate from the board
that the State Owned Enterprise will be solvent after the
dividend is paid.
(3) Within 5 days after a notice is given to a board pur-

suant to this section, the Responsible Minister for the State Owned
Enterprise concerned shall table a copy of the notice and any certifi-
cate received under section l2(2)(c) before the National Parliament.

PART IV
ACCOUNTABILITY

13. ( 1) The board of every State Owned Enterprise
shall deliver to the accountable Ministers a draft statement of corpo-
rate objecttves not later than 1 month before the commencement of
each financial year of the State Owned Enterprise.

(2') Each statement of corporate objectives shall specify
for the group comprising the State Owned Enterprise and its sub-
sidiaries (if any), in respect of that financial year and each of the
immediately following 2 financial years, the folloiving information: -

(a) the objectives of the group;
(b) the nature and scope of the activities to be

undertaken;
(c) the ratio of consolidated shareholders' funds

to total assets, and definitions of those terms;
(d) the account ing pol ic ies;
(e) the performance targets and other measures

by which the performance of the group may be judged in
relation to its objectives;

(0 a statemeni of the principles adopted in
determining the annual dividend together rvith an estimate of
the amount or proportion of annual tax paid earnings (from
both capital and revenue sources) that is intended to be dis-
tributed to the Crown;

(g) the kind of information to be provided to the
Accountable Ministers by the State Owned Enterprise during
the course of those financial vears. includins the information
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to be included in each half-yearly report;
(h) the procedures to be followed before any

member of the group subscribes fo1 purchase s, or otherw'ise
acquires share s in any colnpany or other organisat ion;

(i) any activities for rvhich the board seeks com,
pensation from the Crown (whether or not the Crown has
agreed to provicle such compensation), including any direc-
tion pursuant to section 8 to provide a Community Service
Obl igat ion; and

(t) such other marters as are agreed by the
Accountable Ministers and the board.
(3) Each statement of corporate ,tbjectives shall also

include the board's estimate of the current commercial value of ihe
Crown's investment in the group and a statement of the nranner in
which that value was assessed.

(.4) An Accountable Minister may require tirat ali or any
of the information identified in section 13(2) be provided separately
for the State Orvned Enterprise and all or any subsidiaries, if any.

(5) The board shall consider anv commenrs on the draft
statement of corporate objectives that are made to the board nol later
than 14 days before the commencement of the financial year by the
Accountabie Ministers, and shall deliver the cornpleted statement of
corporate objectives to the Accountable Ministers on or before the
conrmencement of the financial year or such later date as the
Accountable Ministers may determine.

(6) A statement of corporate objectives for a State
Owned Enterprise may be modified at any time by lvritten notiee
from the board to the Accountable Ministers, so long as the board has
first given rvritten notice to the Accountable Ministers of the pro-
posed modification and considered any conments on the proposed
modification made by the Accountable Ministers within I month of
the date on which that notice was given.

14, (1) Within 3 months after tire end of eech financiai
ycal of a State Owned Enterprise. the 6oard of the Stare Owned Enrerprise
shall deliver to the Accountable Ministers: -

(a) a repon of the operations of the State Owned
Enterprise and a separate report cf each of its sutr:;idiaries
dr.rring that financial year; anrl

(b) audited consolidated financial statements for
that financial year consisting ol statements of financial posi-
tion, proflt and loss, changes in financial position, and such
other statements as mav be necessarv to show senaratelv the
frnancial position of th6 Smte Owneii Enterprise'and eaitr ot
its subsidiaries and the financial results of their ooerations
dunng that financial ycr; and

(c) the auditor's reDort on those financial
statements.
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(Z) Every reporl under subsection ( 1)(a) of this section shall; -
(a) contain such infbnnation as is necessary to enahle

an informed assessment of the ouerations of the State Owneti.
Enterprise and of the operations of each of irs subsidiaries, inclucl-
ing a comparisou of the perfomrance of the State Owned Enterprise
and subsidiaries with the relevant statentent of corporate objectives;
and

(b) state the divrdend payable to the Crown by the
State Owned Enterprise for the financial year to which the reporl
rclates.

15. (1) Within 2 months after the end of the first half of
each tinancial year of a State Owned Enteqprise, the bcard of the Surte
Owned Enterprise shail deliver to the Accountable N{inisters a reoort of its
operations and the operati()ns of each of its subsidiaries cluring thai half-ycar

(2) Each report required by this section shall include the
information identified by the statement of corporate objectives"

16. Any report prepzued pursuant to sectioll 14 or section 15
shall disclose whether the State Owned Enterprise or any of its subsi-
diarie s have received any government assistance, and if so quantify in
linancial terms the amount of that assistance. Where the govemment
assistance is not directly quantifiable an estimate must t're made.

\7" (1) Within 5 days of receiving all the following
documents in respect of a financial year of a State Owned Enterprise,
the Responsible Minister for the State Owned Enterprise shall table the
documents in the National Parliament: -

(a) the statement of corporate obiectives of the
State Orvned Enterprise relaring to that year and the succeed-
ing 2 years; and

(b) the annual report and audited financial state-
ments of the State Owned Enterprise for the preceding finan-
cial year; and

(c) the auditor's report on those financial state-
ments.
(2) Where a statement of corporate objectives for a State

Owned Enterprise has been modified pursuant to section l3(6) of this
Act, the Responsible Minister shall table in the National Parliament a
copy of the notice rnaking the modification within 5 days after the
date on rvhich the Minister receives the notrce.

(3) Within 5 days after a half-yearly report is given to a
Responsible Minjster pursuant to section 15 of this Act, the
Responsible Minister shall table a copy of the report in the National
Parliament.
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(4) Where a director has been appointed to. reappointed
to or retires fronr the board of a State Owned Enterprise, or any
appointment is tcrminated, the ResLron5lgls Minister shall table in the
National Parliamcnt a notice to this ett'ecrt withrn 5 da1-s of the
altpoi  ntment.  reappointnre nt.  rel . i rernent or ternI inat ion.

(5) Where under the Act a report or olher document is
required to be tabled in Parliament by a Minister by a certain time,
and the Parliament is not sitting, such report or document may be
lodged with the Clerk. Any report or document lodgcd with the Clcrk
i s -

(a) on presentation. and for all purposes, deerned
to have been laid before the Parliament;

(b) tbr all purposes, deemed to be a document
published by order or under ar-rthority of the Parliament; and

(c )  to  be  recorded in  the  N{ inu tes  o f  the
Proceedings crf the Parliament.

18. Where information is required b5, section 17 to be
tabled in the National Parliament by a certain time, the State Orvned
Enterprise shall separately and indeperrdently publish that same int-ormaiion
rvithin one week of that date by publishing a summary in the Gazerte
and in a newspaper circulated in Solomon Isiands, and ma.king full copies
available at no charge at the public offices of thc State Owned Enterprise.

19. (i) Suhject to subsection (3) of tlris section, the
board of a State Owned Enterprise shali supply to the Accountable
Ministers or to such other prson as either of those Minisrers specifies suclr
information relating to the affairs of the State Owned Entr:qprise, or any of
its subsidiaries, as either of those Ministers requests after consultation with
the board (whether or not the information is of a kind refered to rn
the statement of corporate objectives).

(2) An Accoun[able Minister may request information to be
supplied whether or not the supply of the infor:mation is requircd for the
purposes oi or is contemplated by, this Act.

(3) The board of a State Owned Enterprise shall not be
obliged by subsection (l) of this section to supply to ail,v Minister
any information relating to an individual employee or customer of the
State Owned Enterprise, or of any subsidiary of it, or any other pnrson, if
the rnformation supplied would enable the identification of the person
concerned.
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(4) Notwithstanding any.Act or rule of law, the board of
a State Owned Enterprise may direct an officer or emplol,ee of the
State Owned Enterprise to cornply rvith a request under subsection
(1) of this section and the officer or employee shall comply with the
request on being directed to do so.

(5) No person who acts in accordance with a request or
direction under this secf.ion is liable ro any person under any Act or
rule of law by reason of acting in accordance with that request or
direction.

24. (1) Every State Owned Enterprise and every sub-
sidiary of every State Owned Enterprise shall have as its audit<lr the
Auditor-General.

(2) Without limiting subsection (1), the board of a State
Owned Enterprise may, after consultation with the Auditor-General
and if its Responsible Minister so approves, appoint a person or firm
that is qualified for appointment as an auditor of a companl, to be an
additional auditor of the State Owned Enterprise or any subsidiary of
a State Owned Enterprise.

(3) For the avoidance of doubt, section 20(l) applies not-
withstanding section 35(2) of the Public Finance and Audit Act.

21. Nothing in this Act shall be construed as requiring
the inciusion in any statement of corporate objectives, annual report,
financ ial statements, or half-yeariy report refened to in sections 1 3 to I 5
of this Act of any information if to do so would, having regard to general-
ly accepted standards of clisclosure in commercial reporting, lessen
the value of the State Owned Entercrise.

PART V
MISCELLANEOUS PROVISIONS

22. Except where this Act explicitiy provides, a failure
by a State Owned Enierprise to comply with any provision contained
in Part I of this Act or in any statement of corporate objectives shali
not affect the validity or enforceability of any deed, agreement, right,
or obligation entered into, obtained, or incurred by a State Owned
Enterprise or any subsidiary of a State Owned Enterprise.

23. (1) Shares in a Stare Owned Enterprise held in
the name of a person described as the Minister of Finance or the
Responsible Minister shall be heid by the person for the time being
holcling the office of Minister of Finance or Ii.esponsible Minister, as
the case may be.

(2) Notwithstanding any other enactment or rule of law,
it shall not be necessary to complete or register a transfer of shares of
the kind referred to in subsection ( 1) of this section consequent upon
a change in the person holding the office of Minister of Finance or
Responsible Minister, as the case may be,
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(3) Each Accountabie N{inister may exercise all the
rights and powers attaching to the shares in a State Owned Enterprisr:
held by that Minister.

(4) An Accountable Minister rnay at any time or times,
by written notice to the secretary of a State Olvned Enterprise, autho-
rtse (on such terrns and conditions as are specified in the notice) sucir
person as the Minister thinks fit to act as the Minister's representative
at any or all of the meetings of shareholders of the State Owned
Enterprise or of any class of such shareholders, and any person so
authorised shall be entitled to exercise the sanre powers on behalf of
the Minister as the Minister could exercise if present in person at the
meeting or meetings.

24, The Minister of Finance may make re.gulations for: -

(a) theselect ion,appointment,reappointmc.nt,
removal and disqualification of directors of a State Owned
Enterprise;

(b) the duties of directors owed to a State Owned
Enterprise;

(c) the making of directions to a State Owned
Enterprise to provide a Community Service Obligation; and

(d) the performance of Regulatory Functions by
a State Owned Enterprise.

25. (l) Where a State Owned Enterprise is registererd
under the Companies Act the provisions of this Act apply in addition
to thc Companies Act.

(2) Where the provisions of this Act or any regulations
made under this Act couflict with the provisions of any other enact-
ment, the provisions of this Aci or regulations rnade under this Act,
shall prevail.

26. ( I ) Where an Act to which this section applies
gives a power or function to a Minister under the respective enabling
Acts, that power or function is to be exercised jointly by the
Accountable Ministers.

t2) Notwithstanding any other section ln an Act to which
th is  sec t ion  app l ies ,  a  Min is te r  may on ly  g ive  a  d i rec t ion  to
the Corporation orAuthority established by an Act to which this sec-
tion applies relating to the supply of services by the Corporation or
Athority where this is provided for in this Act.

(3) The prcvisions of this Act and any regulations made
under this Act apply to the selection, appointment, rcappointment and
duties of members of any Corporation or Authority established try an
Act to which this section applies.
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(4) Where any Corporation or Authority estabiished by
an Act to which this section applies is supplying services: -

(a) the principal objecrive of the Corporation or
Authority shall be to operate as a successful business, as that
term is defined in this Act;

(b) all decisions shall be made by or pursuant to
the authority of the members of the Corporation or Authority rn
accordance with its statement of corporate otrjectives established
under this Act; and

(c) the provisions of this Acr apply to the supply of
iny Community Sen'ice Obligations.
(5) When any Corporation or Authority est:rblished by an

Act to which this section applies is performing any Regulatory Function,
the provisions of this Act and any regulations made under this Act shall
apply.

(6) The Corporation orAuthority established by an Act to
which this section applies shall meet the reporting requiremenrs in this Act,
and any reporting requirements rn an Act to which this section applies shall
be modifred accordingly.

(7) Where there is any inconsistency between the provisions
of zur Act to which this section applies and this Act and any regulations
made under thisAct, the provisions of this Act and any regulations made
under this Act shall prevail.

(8) This section applies to: -
(a) Broadcasting Act (Cap 112);
(b) Commodify Exporl Marketing Authority Act

(Cap 36);
(c) Electricity Act (Cap 128);
(d) Investment Corporation of Solomon Islands Act

(Cap 143);
(e) PortsAct (Cap 161);
(0 Solomon Isiands Postal Corporation Act i 996

(No. 2 of 1996); and
(g) Solomon Islands WaterAurhority Act (Cap 130).

27. A director validly appointed to the board of a State
Owned Enterprise prior to this Act coming into force shall, on the
date this Act comes into force, remain validly appointed. Thereafter,
the rules of the State Owned Enterprise and the provisions of this Act
and any regulations made under this Act shall apply to rhe selection,
appointment, reappointrnent, removal and disqualification of directors
of a State Owned Enterprise.

28. The Cabinet, through the Responsible Ministey, ma),
from time to time, by notice in the gazette, add to or remove fiom the
Schedule the name of a companv or statutorv cornoration.
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(a)

(b)

(d)
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SCHEDUl,E

lSection 2)

STATE OWNED ENTERPRISES

Commodities Export and Marketing Authority
Investment Corporation o1' Solornon Islands
Solomon Airlines Ltd
Solomon Islands Broadcasting Corporation
Solr:mon Islands Electricity Authority
Solomon Islands Flome Finance Ltd
Solomon Islands Ports Authority
Solomon islands Postal Corporation
Soiomc.'n Islands Water Authority
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Objects and Reasons

The oLrjective of this Bill is to promote improved performance of govemment tracling
activities, by specifying principles goveming the operation of stare enrerprises,
establishing requirements for the accountability of state enterprises, and the responsibili-
ties of Ministers.

MINISTER OF FINANCE AND TREASURY
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