














TURKS AND CAICOS ISLANDS
TELECOMMUNICATIONS COMMISSION

Notes to Financial Statements
For year ended March 31, 2011

TCl| Telecommunications Commissio

3. Significant accounting policies, continued
(c) Property, plant and equipment, continued
(i} Depreciation

Depreciation Is recognised in the statement of comprehensive income on a
straight-line basis over the estimaled useful lives of each part of an item of
property, plant and equipment.

Leasehold improvements Shorter of 7 years

or term of the lease
Office furniture and fixtures 3 years
Motor vehicles 4 years
Computer equipment 3 years

Depreciation methods, useful lives and residual values are reassessed at the
reporting date.

(d) Regulatory fees

Regulatory fees are assessed for each registered licensee of the Commission based on a
pro-rata share of the budgeted operating expenses of the Commission. Regulatory fees
are recognised on an accruals basis of accounting on a yearly basis from the date the
registered licensee was approved by the Commission.

(e) Government subvention and grants

Government subvention and grants are recognised initially as deferred income when
there is reasonable assurance that they will be received and that the Commission will
comply with the conditions associated with the subvention or grant. Subvention and
grants that compensate the Commission for expenses incurred are recognised in the
statement of comprehensive Income on a systematic basis in the same periods in which
the expenses are recognised. Subvention and grants that compensate the Commission
for the cost of an asset are recognised in the statement of comprehensive income on a
systematic basis over the useful life of the asset.

() Impairment
(i) Financial assels

A financial asset Is assessed at each reporting date to determine whether there is
any objective evidence that it Is impaired. A financial asset is impaired if objective
evidence indicates that a loss event has occurred after the initial recognition of the
asset, and that the loss event had a negative effect on the estimated future cash
flows of that asset that can be eslimated reliably.
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TURKS AND CAICOS ISLANDS
TELECOMMUNICATIONS COMMISSION

Notes to Financial Statements
For year ended March 31, 2011

3. Significant accounting policles, continued

() impairment, conlinued
(i) Financial assets, continued

Objective evidence that financial assets are impaired can include default or
delinquency by a debtor, restructuring of an amount due to the Commission on
terms that the Commission would not consider otherwise, indications that a debtor
or issuer will enter bankruptcy or the disappearance of an active market for a
security,

An impalrment loss In respect of a financial asset measured at amortised cost is
calculated as the difference between its carrying amount and the present value of
the estimated future cash flows discounted at the original effective interest rate.

Individually significant financial assets are tested for impairment on an individual
basis. The remaining financial assels are assessed collectively in groups that share
similar credit risk characteristics. In assessing collective impairment, the
Commission uses historical trends of the probability of default, timing of recoveries
and the amount of loss incurred, adjusted for management's judgement.

All impairment losses are recognised in the statement of comprehensive income.

An impalrment loss is reversed if the reversal can be related objectively to an event
occurring after the impairment loss was recognised. For financial assets measured
at amortised cost the reversal is recognised in the stalement of comprehensive
income.

(ii) Non-financial assets

The carrying amounts of the Commission's non-financial assets are reviewed at
each reporting date to determine whether there is any indication of impairment. If
any such indication exists then the assel's recoverable amount is estimated.

The recoverable amount of an assel or cash-generating unit is the greater of its
value in use and its fair value less costs to sell. In assessing value in use, the
estimated future cash flows are discounted to their present value using a discount
rate that reflects current market assessments of the time value of money and the
risks specific to the asset. For the purpose of impairment testing, assets are
grouped together into the smallest group of assets that generate cash inflows from
continuing use that are largely independent of the cash inflows of other assets or
groups of assets (the cash generating unit).

An Impairment loss is recognised if the carrying amount of an asset or its
cash generating unit exceeds ils recoverable amount. Impairment losses are
recognised in the statement of comprehensive income. In respect of other assets,
impairment losses recognised in prior periods are assessed at each reporting date
for any indications that the loss has decreased or no longer exists.

Annual Report 2010 - 2011




Telecommunications Commission

T T e

TURKS AND CAICOS ISLANDS
TELECOMMUNICATIONS COMMISSION

Notes to Financial Statemenls
For year ended March 31, 2011

3. Significant accounting policies, continued

(f) Impairment, continued
(ii) Non-financial assets, continued

An impairmant loss is reserved if there has been a change in the estimates used to
determine the recoverable amount. An impaiment loss is reversed only to the
extent that the asset’s carrying amount does not exceed the carrying amount that
would have been determined if no impalrment loss had been recognised.

(g) Lease payments

Payments made under operating leases ara recognised in the statement of comprehensive
income on a straight-line basis over the term of the lease. Lease Incentives received are
recognised as an integral part of the total lease expenses, over the term of the lease.

4. Determination of fair values

A number of the Commission's accounling policies and disclosures require the determination
of fair value, for both financial and non-financial assets and liabilities. Fair values have been
determined for measurement and/or disclosure purposes as described below, Where
applicable, further information about the assumptions made In determining fair value has
been disclosed in the Notes specific to that asset or liability.

The fair value of a financial instrument is the amount at which the instrument could be
exchanged in a current transaction between willing parties.

Due to their shori-term nature, the carrying amounts of the financial assets and liabllities, of
the Commission approximate to their fair value,

5. Financial Instruments
(a) Financial risk management

The Commission's activities expose it to a variety of financial risks namely Credit and
Liquid risks.

The Board of Directors of the Commission (the Board) has overall responsibility for
the establishment and oversight of the Commission’s risk management framework.
The Board is responsible for developing and monitoring the Commission's risk
management policies.

The Commission's risk management policies are established to identify and analyse
the risks faced by the Commission, to set appropriate risk limits and controls, and to
monitor risks and adherence to limits. Risk management policies and systems are
reviewed regularly to reflect changes in market conditions and the Commissien's
aclivities.
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TURKS AND CAICOS ISLANDS

TELECOMMUNICATIONS COMMISSION

Notes to Financial Statements
For year ended March 31, 2011

5. Financial Instruments, continued

(a) Financial risk management, continued

The Commission, through its training, management standards and procedures, aims
to develop a disciplined and constructive control environment in which all employees
understand their roles and abligations.

The Board oversees how management monitors compliance with the Commission's
risk management policles and procedures and reviews the adequacy of the risk
management framework In relation to the risks faced by the Commission.

(i) Credit risk

Credit risk is the risk of financial loss to the Commission if a customer or
counterparty to a financial instrument fails to meet ils contractual obligations and
arises principally from the Commission's cash, accounts recelvable, due from
related parties and deposits.

The Commission banks primarily with recognised banks and financial institutions
with minimal risk of default apparent. Provision is made where there Is apparent
default from a financial Institution. The Commission establishes an allowance for
impairment that represents its estimate of incurred losses in respect of accounts
and other receivables. Management assesses the credit quality of the
counterparty, taking into account its financial position, past experience and other
factors.

The maximum exposure to credit risk for cash, accounts receivable, due from
related party and deposils equates to the carrying value of those financial
instruments. There is no exposure to credit risk from other financial instruments.

Under the terms of the Ordinance, the Commission has the right to suspend
licensees In arrears and to seek recovery. Provision for impairment losses is
made when required. All receivables are based within the Turks & Caicos
Islands.
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TURKS AND CAICOS ISLANDS
TELECOMMUNICATIONS COMMISSION

Notes to Financial Statements
For year ended March 31, 2011

5. Financlal instruments, continued
(a) Financial risk management, conlinued
(i) Credit Risk, continued

The camying amount of financial assets represents the maximum amount of
exposure. The maximum amount of exposure to credit risk at the reporting date

was:

2011 2010

$ $

Cash 344,568 218,486
Accounts receivable - net (Note B) 4,000 10,083
Due from related parties (Note 7) 8,450 13,111
Deposits (Note 8) 13,450 17,089

370,468 258,769

(i) Liquidity Risk

Liquidity risk Is the risk that the Commission will encounter difficulties meeting ils
financial obligations as they fall due. The Commission's approach to managing
liquidity is to ensure, as far as possible, that it will always have sufficient liquidity
to meet its liabilities when they become due, under both normal and stressed
conditions, without Incurring unacceptable losses or risking damage to the

Commission's reputation.

All the Commission's liabilities fall due within one year.

6. Accounts receivable - net

2011 2010
$ $

Andrew’s Communications Ltd. 320,648 254,648
Others 4,600 5,600
Advances to employees - 5,083
334,248 265,331

Less: Allowance for doubtful accounts (330,248) (255,248)
4,000 10,083
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TURKS AND CAICOS ISLANDS
TELECOMMUNICATIONS COMMISSION

Notes to Financial Statements
For year ended March 31, 2011

7.

B.

Due from related partles

Due from related parties comprised the following:

2011 2010
$ $
Due from former Chairman - 23,330
Advances to key management employees 8,450 13,111
8,450 36,442
Less: Impairment on related party debt - (23,330)
8,450 13,111

The amount due from the former Chairman at March 31, 2010 was non-interest bearing,
unsecured and had no fixed terms of repayment. An allowance for impairment was
recognised in the statement of comprehensive income for the full amount of the debt of
$23,330 in the prior year due to doubtful collection. It remains in this state in the current year.

Deposits and prepayments
2011 2010
3 $
Prepayments 5,700 192,422
Deposits 13,450 17,089
19,150 209,511
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TURKS AND CAICOS ISLANDS
TELECOMMUNICATIONS COMMISSION

Notes to Financial Statements
For year ended March 31, 2011

9. Property, plant and equipment

Leasehold Office
Propertyand fumitureand Motor Computers
Improvements fixtures Vehicles equipment Total

$ $ $ 3 $
Cost
At March 31, 2009 70,518 193,950 68,400 43,645 180,422
Additions - - 25,000 12,676 376,513
Disposals - - (43,400) - (43,400)
At March 31, 2010 70,518 183,950 50,000 56,320 370,788
Additions - 120,282 20,500 2,312 143,094
At March 31, 2011 70,518 314,232 70,500 58,632 513,882
Accumulated Depreciation
At March 31, 2009 15,734 99,628 38,800 38,147 192,309
Depreciation for year 10,074 55,511 16,541 7,663 89,789
Disposals - - (43,400) - (43,400)
At March 31, 2010 25,808 155,139 11,941 45810 238,698
Depreciation for year 10,073 76,139 17,625 8,001 111,838
At March 31, 2011 35,881 231,278 29,566 53,811 350,536
Carrying amounts:
At March 31, 2011 34,637 82,954 40,934 4,821 163,346
As March 31, 2010 44,710 38,811 38,059 10,510 132,090

10. Accounts payable and accrued expenses

2011 2010
$ $
Accrued expenses 47,437 38,415
Refunds due lo licensees (Note 12) - 33,743
Accounts payable 20,071 6,000
67,508 78,158
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TURKS AND CAICOS ISLANDS
TELECOMMUNICATIONS COMMISSION

Notes to Financial Statements
For year ended March 31, 2011

11. Deferred income

During the year ended March 31, 2009, the Commission received grants in the form of property,
plant and equipment costing $173,875 from the TCl Government (TCIG), a related party by virtue
of the Commission being a statutory body. These TCIG grants were initially recognised as
deferred income. Deferred income was reccgnised in the statement of comprehensive income as
eamed at an amount equal to the periodic depreciation over the useful economic life of the
property, plant and equipment granted. At March 31, 2011 350,465 (2010 $55,875) of the TCIG
revenue and associated depreciation expense were recognised in the statement of
comprehensive income in relation to the assels granted by the TCIG.

Current year deferred Income of $43,750 relates to regulatory fees received from Columbus
Networks Ltd. for the following eight months after year end.

12. Reserved fund

Pursuant to Section 2(3) of the second schedule of the Ordinance, “any money standing to the
credit of the Commission and not required for current purposes ("surplus funds'’) may, with the
consent of the Minister, be camied lo @ reserve fund. The Commission shall pay 80% of the
surplus funds into the consolidated fund and to the licensees in the appropriate manner. The
Commission may manage any reserve fund"”,

During the year ended March 31, 2010 the Commission, with the consent of the Minister,
recognised $292,179 of its cash balancas as surplus funds, being the funds deemed not required
for current purposes at March 31, 2009. The Commission has not recognised any additional
surplus funds for the fiscal year ended March 31, 2010 or 2011 as the Commission believes that
until the Minister provides consent to the remittance of surplus funds, the Commission is not
obligated to recognise surplus funds for subsequent transfer into a reserve fund and payment of
80% thereof into the consolidated fund and/or to the licensees. Surplus funds are determined by
the Commission based on available cash any capital commitments and any expected operational
expenditures lo be incurred between the Commission's fiscal year-end and when the next
quarterly regulatory fees are collected.

In December 2010, pursuant to the requirements of the Ordinance, the Commission remitted
$200,000 to the consolidated fund. At March 31, 2010, the Commission also agreed to refund
$33,743 of surplus funds to the licensees. These amounts were settled in the year to
March 31, 2011. The remittance to the consolidated fund and the refund to the licensees totalled
$233,743, being 80% of the determined surplus funds relating to fiscal year ended March 31,
2009.
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TURKS AND CAICOS ISLANDS
TELECOMMUNICATIONS COMMISSION

Notes to Financial Statements
For year ended March 31, 2011

13. Regulatory fees

2011 2010
$ 3
Cable and Wireless (TCI) Ltd. 675,462 740,000
Digicel TCI Limited 283,638 280,000
Andrew's Communications Limited 75,000 75,000
Islandcom Telecommunications Limited 75,000 75,000
Columbus Netwaorks Ltd. 31,250 25,000
Others 10,000 9,000

1,160,350 1,214,000

14. Lease commitments

The non-cancellable operating lease rentals of the Commission are payable as follows:

201 2010
$ $
Less than one year 82,026 82,026
Between one and five years 221,652 303,678
303,678 385,704

The Commission leases an office space under a non-cancellable operating lease. The lease
runs for a period of 7 years from August 1, 2007 to July 31, 2014 with a monthly fixed rental
of US$6,000 for the first year which is increased by 5% compounded each year thereafter.

Under the non-cancellable operating lease agreement (the Agreement) the Commission is
required to pay 100% of the remaining term of the lease if the Agreement is terminated
within the first four years and 50% if terminated after four years.

For the year ended March 31, 2011, $79,380 (2010 $83,746) was recognised as rental
expense in the statement of comprehensive income in respect of the noncancellable
operaling lease. The difference between the actual amount paid and the rent expense In the
statement of comprehensive income Is due to the recognition of lease incentives throughout
the term of the lease.
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TURKS AND CAICOS ISLANDS
TELECOMMUNICATIONS COMMISSION

Notes to Financial Statements
For year ended March 31, 2011

15. Related party balances and transactions

For the years ended March 31, 2011 and March 31, 2010, the following were the significant
transactions and balances with TCIG, the Commissioners, the Director General of the
Commission and other related parties, which are not separately disclosed elsewhere in these

financial statements.

2011 2010
$ $
Director General's salaries and benefits 153,526 150,618
Other key management compensation 164,534 137,689
Commissioners’ fees and expenses 94,474 70,714
Govemment grants 50,465 55,875
Due from former Chairman - 23,330
- 23,330

Bad debt






