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1.  Executive Summary

Conforming to the requirements of the State-Owned Enterprise Act 2013 (as amended), Section 19,
BwebwerikiNET Limited (BNL) hereby submits its Statement of Intent, for the period FY2026 to FY2028.

BwebwerlkiNET LTD (BNL) was incorporated under the Companies Ordinance 1979 (Cap. 10A) on 23 November
2017. Since that ime BNL is established as a State-Owned Enterprise under the State-Owned Enterprise Act 2013
{the SOE Act). All shares in BNL are owned by the Republic of Kiribati.

BNL operates in the Kiribati Telecommunications and ICT Sector and this Statement of Intent indicates how BNL
has reviewed its operating environment and key challenges and derived the following period objectives, activities,
performance measures and financial forecasts towards achieving its principal objectives.

1. THE OBJECTIVES OF BNL

Establish critical infrastructure for the delivery of high quality, and cost-effective internet capacity fo service
providers and refurbish passive backhaul infrastructure for the improvement of access to remote island
communities

(ifDevelop and construct EMCS Submarine Cable & Tarawa Fiber-to-the-Premises Networks
(ijDevelop and implement backhaul infrastructure for private and public seclors
(iif)lmprove access fo high quality and low-cost internet

Provide non-discriminatory access for retail service providers improving connectivity and access to high-
quality, reliable, and low-cost internet services for end-users

(iIReview the Cost Mode! for the introduction of low-cost services on its networks.
(i) Review pricing benchmarks on wholesale capacity services for retail service providers.
(iii) Improve network and service delivery efficiency.

increase access to ICT infrastructure and broadband intemet services with the aim of stimulating the market
for increased usage by businesses, government, and individuals, and increasing options for new services
and business delivery

(iiDevelop backhaul connectivity and access on the ETTP Network for improved service delivery to
Providers, Govt Depts/Agencies, business houses and communities.
(iii) Stimufating the Intemet market and delivery of new services

Contribute to enhancing services including potential income eaming opportunities and the development of
e-commerce services, access to markets, web frading platforms and other new technology competencies

(i} Stimulate the entrepreneurship market in private and public sector, civil and remote communities.

(i) Work with other SOE’s to promote their activities, e.g. Tourism etc. Contributing to B2B activity on
national/regional/global platforms

(iii) Work with Govemment/Private Secfor/Banks in promoting on-fine e-payment platforms

Continual improvement of corporate structure, instruments, policies, and work methods to ensure BNL
delivers as effectively and efficiently as possible its mandates as the licensed wholesale broadband service
provider

(i) Review of Articles, Statement of Intent, Reference interconnect Offer (RI0), infemal Policies (R&R, HRM
etc.)
(ii) Review of BNL Financial Procedures

9. THE NATURE AND SCOPE OF THE ACTIVITY TO BE UNDERTAKEN
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Statement of Intent — Core Business Focus

BNL is committed to implementing the sirategic actions and initiatives outlined in the following sections to achieve its
stated objectives over the planning period. The Company will continue to operate and strengthen its core business
activities to enhance financial performance, operational efficiency, and service delivery, in fulfilment of its principal
objective under Section 5 of the State-Owned Enterprises Act 2013 — to operate as a successful and sustainable
business.

BNL's primary function is to provide wholesale international and domestic telecommunications capacity to licensed retail
service providers (RSPs) in Kiribati, This capacity is provided on an “at-cost” basis, consistent with BNL's mandate to
Support the growth of the national telecommunications market while ensuring long-term financial sustainability.

The overarching objective is that BNL’s total costs — including its investment and participation in the East Micronesia
Cable System (EMCS) and Southem Cross NEXT (SXN) systems, associated operational and maintenance costs, and
general overheads — will be recovered through payments made by local service providers for the capacity they acquire,
with a modest operational margin to sustain ongoing operations and future capital needs.

Over time, BNL intends to establish interconnection and traffic exchange arrangements between the EMCS and SXN
systems to create operational synergies and cost efficiencies, This inter-system integration will enabie optimized capacity
utilization, enhance network resilience, and potentially allow for Cross-subsidization of services between Tarawa and
Kiritimati — ensuring equitable access and affordability of connectivity across the islands.

BNL Primary Service Offering

Network Services and Access Arrangements

Within Kiritimati, retajl Operators and Intemet Service Providers (ISPs) are responsible for arranging their own
interconnection to the Tabwakea Cable Landing Station (CL )- To facilitate this, BNL provides access to a radio tower
located at the CLS site, and will in future expand interconnection options through a terrestrial fibre-optic link to enable
more robust, redundant and higher-performance connectivity.

To access intemational internet capacity, Operators may connect with BNL. at the Layer 2 (Carrier Etheret} or Layer 3 (IP
Transit) network layer, depending on their technica capability and network design.

The BNL Kiritimati Cable Landing Station forms part of the Southem Cross NEXT {SXN) network and provides dual
international connectivity via Suva, Fiji and Hermosa Beach, Los Angeles, USA. These two termination points serve as
BNL's primary gateways for intemational intemet and content access. Through these nodes, onward interconnection into

the broader Southem Cross Cable ecosystem is also possible, enabling diverse routing, resiliency, and optimized traffic
management.

BNL's Carrier Ethemet and IP Transit services will be offered on a competitive and non-discriminatory basis, ensuring
equal access to all licensed Operators. Pricing, provisioning, and service periormance will align with regional industry
benchmarks, supporting cost sfficiency, scalability, and sustainable wholesale access for all participants in the market.

In South Tarawa, BNL's passive terrestrial FTTP (Fibre—to-the-Premises) network will provide three levels of access to
RSPs:
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Dedicated Fibre Access — GPON-based service offering exclusive capacity allocation.
Shared Fibre Access — GPON-hased service shared among multiple customers.
Direct Fibre Access — Point-to-Point (P2P) dark fibre service offering full physical separation and control for operators

that require dedicated links.

For the Outer Islands, BNL’s passive tower and mast infrastructure will be made available on a shared tenancy hasis to all
service providers. This initiative supports cost-effective deployment of telecommunications services and promotes the
extension of connectivity and digital inclusion to remote communities across Kiribati.

The following tables in

targets

PERFORMANCE TARGETS AND OTHER MEASURES

dicate the performance targets and measures BNL will use to monitor achievement of its

|

Key
Objective 1

[ Establish key strategic infrastructure for high capacity, high quality, and cost-effective

internet, and revitalize passive backhaul infrastructure to improve access to mobile and
| broadband services for remote island communities

MEASURE WHEN

Fiber-to-the Premises Project completed on | FTTP RFS by November 2025'
schedule

Submarine Cable Projects completed on EMCS RFS by December 2025
schedule X

L

Key
Objective 2

Provide non-discriminatory access for retail service providers improving connectivity
and access to high quality, reliable, and low-cost internet services for end-users

MEASURE WHEN

Open access and non-discriminatory July 2025 for SX NEXT Services;

wholesale price packages are offered o October 2025 for the FTTP Services, and
providers. January 2026 for EMCS services £
Broadband Price reduced in alignment with Broadband pricing is reduced as per cos
cost model annual reduction plan. model annual reduction percentages.

Market review of Broadband Internet pricing Annual assessment of costs & pricing
structures on an in-service anniversary.

Key
Objective 3

increase access to ICT infrastructure and broadband internet services with the aim of
stimulating the market for increased usage by businesses, government, and individuals,
and increasing options for new services and business delivery

MEASURE WHEN

increased access to ICT infrasfructure and | 3 to 6 months after RFS.
broadband intemet services
Stimulating internet uptake through offective | 3 to 6 months after RFS.
promotion campaigns with service providers
and specific market segments

Develop backhaul connectivity and POls on | Backhaul and POls implemented on the
the e-Gov Network for service delivery o Govt | domestic trunk fiber network by Qctober 2025.
the Service Providers, others

1 |nterim Satellite Capacity made available on the FTTP network in Qctober 2025,
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Contribute to enhancing services including potential income earning opportunities and

the development of e-commerce services, ac
other new technology competencies

cess to markets, web trading platforms and

MEASURE

WHEN

Increase SME and start up activity and
market in private and public sector, civil and
remote communities.

Work with stakeholders to grow SME
activity and market by June 2026,
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Policies (R&R, HRM etc)

g?"ective 4 Work with other SOEs to promote their Work with specific SOEs to grow market
d activities, e.g. Tourism, etc activity and market share by September 2026
Creating B2B activity on
national/regional/global platforms
Support the Government in the development | Supportimprovement of online capabilities by
of a Govt Portal accessible via App, Web, March 2026.
Kiosk
Support Government/Private Sector/Bankin | Work with stakeholder's infroduction and
promoting an on-line e-payment platform increase on-line platform by March 2026
Continuous improvement of corporate structure, instruments, policies, and work
methods to ensure BNL delivers as effectively and efficiently as possible its mandates
as the licensed wholesale broadhand service provider
MEASURE WHEN
Key Review of Articles, Statement of Intent, Annually in November at the close of
Objective 5 Reference Interconnect Offer, Internal financial cycle,

broadband Internet pricing
Review of BNL Financial Procedures

Review and implementation of Cabinet Paper
(CP) on GOK price contro! review and

Annually in November at the close of the
financial cycle. |

]

Annually at the end of Q3 (September) =53




4. A STATEMENT OF FINANCIAL PERFORMANCE

BWEBWERIKINET LIMITED

INCOME STATEMENT PROJECTION
FROM 1 JANUARY TO 31 DECEMBER 2025
JAN TO DEC 2025
Note ACTUAL AND 2026 2027 2028
BUDGET
INCOME
OIN - Infrastructure Lease $95.550.00]  $153,00000{ §  249,390.00 | $ 356,627.69
KIR (SX NEXT) - P transit $ 94,180.02 $57480.44| § 86,220.66 | $ 86,220.66
Post RFS Reimbursement $ 15703776 $79,833.95) § 7983385 % 79,833.95
Government Grant $ 141914737 | $4,000,00000 | § 24,682,537.90
Other Income 5 653158 (% 500000 | $ 6,470.00 | § 10,454.50
Southern Cross Management Fee
TRW (EMC)—IPtransit $ 19160147 | % 160,945.23 | $ 287,402.20
OIN - Colocation fees $ - |$ 63000018 6,489.00 | § 6,683.67
KIR (SX NEXT) - Carrier Ethernet $ 123635.34 | § 183,937.41 | § 18303741 $ 183,937.41
TRW {EMC) - Carrier Ethernet $1,034647.93 | § 1,207,089.25 | $ 1,825,594.76
TRW (STRA LINK) Capacity Sales $ $ 88136676|% 80472617 | % 948 427.27
FTTP network sales $ 30400580|%  313.125.77 $ 322.519.54
TOTAL INCOME $ 1,896,082.07 $6,897,173.56 | § 27,780,765.34 | § 4,207,701.85
EXPENDITURE
Direct Staff Cost 6 $ 46744081 % 213,15642 | § 21955112 | § 58,349.50
Indirect Staff Cost 6 $ 1358793 $ 35,078.36 | § 5715780 | % 58,872.54
Qperating Cost 7 $ 158,687.54 | $2,351,781.51 | § 202329585 (% 396321208
Repair & Maintenance 8 $ 3107001 § 3400000 % 4532000 | § 36,000.00
Financial/Administration Cost 9 $ 3704507 | $ 7567205 | § 10804813 [ § 84,875.34
Outer Isfands Project - Mobile Phase 3 9 $ 268,8629.00 | $ 661,250.00 | $ - 13 )
TOTAL OPERATING EXPENSES $ £28,000.62 $3,370,938.34 | § 3,354,272.90 | $ 4181,300.46
EBITDA $1,368,081.45 $3,526,235.22 $24,426,492.44 $26,392.19
Other Expenses
DepreciationlAmortisation 10 $621,021.21] § £36,029.73 $2.053,417.43 $2.052,877.48
Exchange Loss $ 978.72 $ 2,000.00
EBIT $746,081.52 | $2,890,205.48 $22,371,075.01 ($2,026,485.29)
Income fax
Net Profit After Tax $746,081.52 | $2,890,205.49 | $22,371,075.01 ($2,026,485.29)
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9. A STATEMENT OF FINANCIAL POSITION

BWEBWERIKINET LIMITED (BNL)

BALANCE SHEET PROJECTIONS
AS AT 31 DECEMBER 2025
1JAN TO 31 DEC
Note| 2025 Actual & 2026 2027 2028
Budget
Current assets
Cash and Cash equivalents 11 |§ 1,117,840.07 | § 999,407.28 | $ 1,184,079.76 $ 1,763,227.44
Trade and other receivables 12 |5 14019238 % 578,380.29 | $ 218,828.93 | § 305,244.26
Inventories
Total Current Assets S 1,258,032.45 | § 1,577,787.57 | § 1,402,908.69 $ 2,068,471.70
Current Liabilies
Trade and Other payables 13 [ § 24942.27 [ S 818462.17 | 901,628.75 | $ 1,540,799.57
Total Current Ligbifities S 2494227 | § 818,462.17 | $ 901,628.75 | $ 1,540,799.57
Working Capital S 1,233,090.18 | $ 759,325.40 | % 501,279.94 | § 527,672.13
Non Current Assets
Property, Plant and Equipment 14 | S 29,722,903.18 $ 33,086,873.45 $55,715,993.92 $53,663,116.44
Total Assets $ 30,980,935.63 $34,664,661.02 $57,118,902.61 $55,731,588.14
Non Current Liabilities
Deposits from Service Providers for QIN 15 15 1000374113 100,037.41 | $  100,037.41 $  100,037.41
Total Non-current Liabilities $ 100,037.41 $ 10003741 $ 100,037.41 | §  100,037.41

Total Liabilities

$  124,979.68

$ 918,499,583

$ 1,001,666.16

$ 1,640,836.98

Net Assets

$ 30,855,955.95

$33,746,161.44

$56,117,236.45

$54,090,751.16

@ity

|
|
|
|
|

"'_Ca_pital

|Reserves

[Dividends Paid

!

Retained earnings

| 16

$30,109,874.43

$30,855,955.95

$33,746,161.44 | $56,117 236,45

|Current Year Earnings

$  746,081.52

$2,890,205.49

$22,371,075.01 | ($2,026,485.29)

}‘

$ 30,855,955.95

$33,746,161.44

$56,117,236.45 | $54,090,751.16

6|Page



A STATEMENT OF ANTICIPATED BORROWING

BNL does not currently have any external borrowings.

THE ACCOUNTING POLICIES

Basis of Preparation

The company's financial statements have been prepared in accordance with the historical cost basis, as per
generally accepted accounting principles (GAAP) standards and statutory requirements in Kiribati. The financial
statements are presented in Austrafian dollars, the official currency of Kiribati. Transactions involving other
currencies, such as New Zealand and US dollars, are franslated using the daily exchange rate provided by the
local ANZ Bank (Kiribati) Ltd.

As Kiribati has not adopted a mandatory specific accounting standard, the financiai statements are prepared in
compliance with local GAAP, standards, and legal requirements, ensuring the consistent selection and application
of accounting policies for fransactions and events. The planned transition to adopt the International Financial
Reporting Standards (IFRS) and implement them in the 2023 Annual Accounts is currently on hold. The

company's principal accounting policies are outlined in Note 3.

Accounting Policy
The financial year for the company is the fiscal year starting from January to December

71 Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable, net of discounts and
sales-related taxes collected on behalf of the govermment.

Before the Kiritimati Cable Landing Station is ready for service (RFS), all costs related to the operation of the station
should be reimbursed from Southem Cross NEXT, and such costs that BNL claimed are recognised as revenue and
called Pre-FRS Reimbursement until the end of June 2022 as per the Landing Party Agreement (LPA). Costs claimed
thereafter are referred to as Post-RFS Reimbursement. Leasing of Quter stand Passive Infrastructure (towers and masts)
io Service Providers is another source of revenue for BNL and is recognised when the invoice is issued.

Government grants represent another source of revenue recognised by BNL in this financial year. The Income
approach is adopted in accounting for government grants related to Assets and cash as income. The Cable
Landing Stations, New Towers constructed with the Central Government funds, are treated as government granis
related to Assefs, and any assistance by the Ministry of Information, Communication and Transport or
Govermnment departments is treated as a Grant related to Cash.

A similar in-kind asset transfer from the Government of Kiribati to BNL involved the Outer island Network Passive
Infrastructure, including towers, masts, huts, and other small assets associated with these structures. These assets were
valued at their fair market value and accounted for using the same approach as the Cable Landing Station (CLS). Another
pool of 5 towers, included as part of the OIN Passive Infrastructure in 2025, was valued at AUD 740,000. This grant was
provided with the condition that BNL would ensure the delivery of high-quality, affordable internet services while
maintaining and managing these assets sustainably. The government grant is recorded as a separate revenue item in the
income statement.

The second type of goverment grant recognised in the financial statements was a cash payment of AUD 1,360,990 from
the government to BNL for the construction of five towers on remote islands. This grant, categorised as cash-related, was
also included in the govemnment grant revenue in the income statement, following the same accounting treatment.
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Additionally, other government grants, such as expenses related to the Board and BNL-related expenses, which were
covered by the Ministry of Information, Communication, and Transport, were also classified as government grants.

7.2

1.3

8|Page

Tax Income

Since the company has not yet commenced operations, there is no current income tax payable. The
income tax expense reflects the sum of both current and deferred tax. The current tax payable is
determined based on the taxable profit for the year. For this reporting period, the only tax obligation is
the PAYE tax payable.

Property, Plant and Equipment
Property, plant, and equipment are measured at cost, net of accumulated depreciation and any
impairment losses,

Depreciation is applied using the straight-line method to allocate the cost of assets, less their residual
values, aver their estimated useful lives.

The following annual rates are used for the depreciation of property, plant and equipment:

Buildings 2%
Fumniture and Equipment 10% to 25%
Motor vehicles 20% to 25%
Computer equipment 10% to 25%
Telecommunications Equipment and Plant 5% to 33%

Suppose there is an indication that there has been a significant change in the depreciation rate, useful

life, or residual value of an asset_ I that case, the depreciation of that asset is revised to reflect the new
expectation.

A gain or loss on disposal of the Fixed Asset must be recognised in the Profit and Loss Statement,

Assets recognised as part of govemment grants include Cable Landing Stations and Outer Islands
Network (OIN) Passive Infrastructure. Southern Cross NEXT was ready for service and was operational
for delivery. Southern Cross NEXT Cable Station was recognised as part of the BNL pool of assets in
mid-December 2023, but later resolved by the Board fo change the accounting approach to the Income
Approach and be recognised when it started its commercial operations in March, with its value determined
and depreciated using the Telecommunications Equipment and Plant rate.

This grant is related to the asset known as the Cabie Landing Station on Kiritimati Island. The Asian
Development Bank funds it as a grant to the govemment of Kiribati, In addition, there is no condition that BNL
is expected to adhere to of this asset, except to own, manage, and use it as its asset.

OIN Passive Infrastructure refers to towers and masts owned by the former incumbent Service Provider,
Telecom Services Kiribati Ltd (TSKL}, which were previously under the MICT portfolio when sold to ATH.
In 2021, the government mandated BNL to look after this passive infrastructure. Based on the accounting
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records, most of these assets are fully depreciated, except for a few that were recently built and were
also recognised as part of the BNL Assets pool, depreciated accordingly at a rate of 5%. The remaining
towers and masts need to be audited to determine whether they require refurbishment, replacement, or
will be valued accordingly.

As a disclosure requirement for this asset, the treatment is the same as that of the Cable Landing Station. With
all these assets being transferred to BNL, it is mandated to manage, maintain, and sustain its operations. With
these in-kind assets, BNL recognised them as Assets related to a government grant, and the accounting
treatment, methods and presentation are no different to those of the Cable Landing Station in Kiritimati.

Trade and other receivables

Since the company began offering the service in early 2024, it was anticipated that a few accounts receivable
would remain outstanding during the reporting period, primarily among Service Providers scheduled fo
interconnect with the CLS in Kiritimati. Southem Cross Cable Limited, which has an agreement with Bwebweriki
Net Ltd through the Landing Party Agreement (LPA), will be the primary accounts receivable party under the
reimbursement arrangement.

From 2025 to 2028, there is an increase in the accounts receivable figure, as well as other receivables. This is
atiributed to the rise in the uptake of BNL services by Service Providers.

At the end of each reporting period, the carrying amounts of trade and other receivables are reviewed to
determine if there is any evidence that the amounts are not recoverable. An impairment loss is recognised when
evidence is identified.

Trade and other payables

With BNL starting its commercial operations early in 2024 the number of accounts payable is increasing
that are dealing with BNL. The main creditor is BNL's upstream service provider, Fij International
Telecommunications (FINTEL), as well as two Service Providers and others related to utility services.
Foreign payables denominated in a foreign currency are translated info Australian dollars, the local
currency in use in Kiribati, using the exchange rate of ANZ Bank Kiribati Ltd. on the date of the transaction.
Foreign exchange gains or losses are classified as other income or expenses.

With BNL now, mandated by the government fo look after the Outer Isiands Network (OIN) {i.e., Masts,
Towers, and other fixed Assets), and with the need to develop and improve the services fo the people in
the outer islands, bids are offered to Service Providers resulting in making mandatory security Deposits
io the Escrow Account looked after by BNL, and thus treating them as other Payables as well. Later, they
will be reimbursed upon meeting bid requirements or when unsuccessful in the bidding process.

8. RETURNS: EQUITY & ASSETS
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RETURN ON ASSETS

Retum on Assets is a key ratio used to assess
the ratios, the more efficient the use of
of assets to generate profit. The ROA
ROA, the better. The general rule for
excellent. For Low ROA, less than 5% is considered

In addition, it is also worth assessing BNL in relation
company asset-light if its Return on Assets is less t
figures suggest that it is an asset-intensive one. This

Based on the above
8% and 39%

at least a 5%

the efficiency of a company’s assets
assefs to generate profit, while the lower the
also suggests the fi
ROA is that 10%

poor.

general ROA metrics, it is clear that BNL had a 2%
for the years 2026 and 2027, respectively. The increase in
affected the ratio, as shown in the table below. However, BNL managem
ROA and more to demonstrate the efficient use of BNL ass

The Table below depicts BNL efficiency in the three years.

in generating profit. The higher
ratios, the less efficient the use
nancial health of the company. This means the higher the
ROAis considered average, while above 20% is considered

to its Return on Assets, using a general rule that considers a
han 5% and asset-intensive if it is above 20% The current
is evident by examining the total value of it Assets,

ROA in 2005 and was forecasted to be
the company's assets' value negatively
ent will continue to work hard to achieve
ets in generating profit.

RETURN ON ASSETS (ROA) CALCULATION 2025 2026 2027 2028
NET INCOME S 746/081.52 | $ 2,890,205.49 | $22,371,075.01 (52,026,485.29)
TOTAL ASSETS $30,980,935.63 | $34.664661.02)  $57,118,902.61 $55,731,588. 14
RATIO 2% 8% 39% -4%

$70,000,000.00
$60,000,000.00
$506,000,000.00
$40,000,000.00
$30,000,000.00
$20,000,000.00
$10,000,000.00

-$10,000,000.00

RETURN ON EQUITY (ROE)

A Return on Equity refers to the net
measure of the efficient use of an investor
company’s dividend growth rate and its eam

NET INCOME vs TOTAL ASSETS

2025

B NET INCOME

methods, the former is adopted, as there wa

However, the total Equity

figure for each pe

ings retention rate (
S no recorded gove
riod has been used

2027

BTOTAL ASSETS

profit or income relative to its E

2026

2028

quity. To be more speci
S money to generate profit. ROE can also be determined
1 minus the dividend payout ra
mment capital to consider as shareholders’ capital.
to determine the Retum on Equity.

fic, it is simply the

using the

tio}2. From the two

Since no govemment Capital was invested in BNL, the average Equity value generated over time has been used

to calculate the ROE.

2 https:/lcorgoratgﬁnangin§titute.comlresourceslaccountinqlwhat-is-retum

-on-equity-roe/
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A general rule of thumb for SOE suggests that at least 15% or 20% exhibit good financial performance. A higher
ROE also indicates a higher return on investors' money in the company, or efficiency in using equity capital to
generate profits.

By examining the three forecasted years, 2025 to 2028, the first two years, 2025 and 2026, are relatively low
compared to the rule of thumb of at least 15% or 20%, except for 2027. However, since BNL began its commercial
operations in early 2024, it was anticipated that it would incur losses in the first three or four years of operation.
This might change when government grant, in the form of cash or assets, are available, which can then tum the
situation into a profitable scenario, as seen from 2025 to 2027. Assets that are being considered part of BNL's pool
of assets in the years mentioned earlier inflated the Net Income, respectively.

The table below depicts a weak ROE status except for the year 2027.

RETURN ON EQUITY (ROE) CALCULATION 2025 2026 2027 2028
NET INCOME §  746,08152 | $ 2,890,205.49 | $22,371,075.01 | (52,026,485.29)
AVERAGE SHAREHOLDERS' EQUITY $30,855,955.95 | $33,746,161.44 | $56,117,236.45 | $54,090,751.16
RATIO 2% 9% 40% A%

NET INCOME vs SHAREHOLDERS EQUITY

$60,000,000.00
$50,000,000.00
$40,000,000.00
$30,000,000.00
$20,000,000.00
410,000,000.00 I
8- — - —
2025 2026 2027 2028
-$10,000,000.00

@m NET INCOME B AVERAGE SHAREHOLDERS' EQUITY

9. ANNUAL DIVIDEND STATEMENT

BNL shall distribute annually all income and capital gains if eamed. It is expected that Dividends, if any shall be declared
after the fiscal year end and shall be payable for that year before the end of January.

The Board for BNL Resolution on the distribution of Dividends shall be adopted. For the reporting period ending 2024,
there is declaration of dividend payment by the Board.
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10.  ANTICIPATED CSO ACTIVITY

BNL has yet to participate in any CSO activity and anticipates this in the subsequent years its projects achieve
Ready for Service status and commence revenue generation.

1. ANY OTHER MATTER AS AGREED BY THE RESPONSIBLE MINISTERS AND
THE BOARD

There are no other matters to be addressed at this embryonic stage of its establishment and will be addressed with
the responsible Minister through the Board of Directors as and when necessary.

2. MANDATE AND POLICIES GOVERNING THE DEVELOPMENT OF THE
STATEMENT OF INTENT

2.1 Ownership Guidelines

BwebwerkiNET LTD (BNL) was incorporated under the Companies Ordinance 1979 {Cap. 10A) on 23 November

2017 as an SOE under the State-Owned Enterprise Act 2013 (the SOE Act). All shares in BNL are owned by the
Republic of Kiribati,

BNL as a state-owned and open access entity (OAE) is established to provide high-speed and low-cost
telecommunication broadband services to Retail Service Providers (RSP) in the Republic of Kiribati, BNL is

designed to operate at minimum operating costs as a non-profit entity enabling the provision of least-cost wholesale
services for the domestic retail market.

2.2 Obligations under the Kiribat; Development Plan

BNL supports the Kiribati Vision 20 (KV20) Development Piliar 6, which focuses on the development of the
national Information and Communication Technology (ICT) sector, This commitment is demonstrated through
BNL’s ongoing investment in ICT infrastructure, including the implementation of submarine cable systems

backhaul network.

BNL's contribution to the Kiribati Connectivity Project (KCP) through the implementation of the Fiber-to-the-
Premises (FTTP) Project is expected to play a pivotal role in advancing the Government of Kiribati's Digital
Govemment agenda and accelerating the nation’s broader digital transformation joumey.

Through these infrastructure developments, BNL anticipates a significant improvement in intemet and mobile
coqnectivity_ across Tarawa, Kiritimati, and the outer islands, enabling high-speed access and enhanced service

applications, e-commerce, and other growth initiatives aligned with the National ICT Policy and the Government's

commitment to bridging the digital divide.

As the national wholesale carrier, BNL's strategic vision is to serve as the digital backbone of Kiribati—
empowering innovation, strengthening economic resilience, and ensuring that every island community can
benefit from reliable, affordable, and high-quality connectivity.
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2.3  Mandate

BNL's objectives are enshrined under its Arficles of Association to address BNL's operational chaflenges,
these objectives must essentially be operationalized for its strategic plan, and are as follows:

1)

4)

Establish criticat strategic infrastructure for the provision of high capacity, high quality, and affordable
internet capacity to service providers, and revitalizing passive backhaul infrastructure that will
improve access to mobile and broadband services for remote island communities.

Provide non-discriminatory access for retail service providers improving connectivity and access t0
high quality, reliable, and low-cost internet services for end-users.

increase access to [CT infrastructure and broadhand intemet services with the aim of stimulating the
market for increased usage by businesses, government, and individuals, and increasing options for
new services and business delivery.

Contribute to enhancing services including potential income eaming opportunities and the
development of e-gov and e-commerce services, access to markets, web trading platforms and other
new technology competencies.

Continuous improvement of corporate structure, instruments, policies, and work methods fo ensure
that it delivers as effectively and efficiently as possible its mandates as the licenced wholesale
broadband service provider.

94 Purpose of the State-Owned Enterprise
24.1 Vision

«“BNL’s Vision is to induce and foster social and economic development in Kiribati through
ielecommunications development in technology and service”

As a responsible licensed corporate entity within the telecommunications sector in Kiribati BNL recognises its
responsibility to contribute to the socio-economic development of the country and wil prudently work to
achieve this through the strategies and objectives it has set itself within the ambits of its strategic business

plan.

2.4.2 Mission

“BNL’s Mission is to develop, own and operate, on a breakeven basis both cable and satellite
telecommunications equipment and infrastructure, together with associated rights in land, for the
purposes of providing non-discriminatory and open wholesale access to licensees that wish to
provide retail telecommunications services to end-users in Kiribati”

BNL’s key mission is to develop, own and operate, much improved subsea cable and backhaul passive
infrastructure and facilities to offer international connectivity and services that are lower in cost and more
resilient to the circumstances of Kiribati.

BNL in offering its services will do so to provide wholesale access o licensees on a non-discriminatory basis
that will stimulate the retail telecommunications sector and inducing high quality and low-cost services to
end-users in Kiribati.

2.4.3 Strategic Focus

BNL’s key strategic goal is to provide high quality and low-cost wholesale telecommunication
infrastructure and goods and services to licensed telecommunication retailers in Kiribati on a
breakeven basis that would result in improving connectivity throughout the country with the potential
to support national economic growth.
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The higher quality and more affordable connectivity in the country would help lower transaction costs, create
new economic opportunities, and enhance communication and delivery of services to the end-users in Kiribati,

2.4.4 BNL Services
Overview

BNL's core mandate is to provide wholesale intemational and domestic broadband capacity, together with managed
IP services, to all licensed Retail Service Providers (RSPs) operating in Kiribati. These services are delivered on

an at-costbasis, consistent with BNLs role as a State-Owned Enterprise (SOE) focused on ensuring equitable
access, affordability, and sustainabiiity in the national telecommunications market.

BNL's intemational connectivity is underpinned by two strategic submarine cable systems that serve as the country's
primary gateways to the global internet. The East Micronesia Cable System (EMCS) connects Tarawa to Pohnpei in
the Federated States of Micronesia, with onward interconnection to Guam through the Hantru-1 Cable System,
providing resilient and diversified internationa capacity.

On the other side of the nation, the Southemn Cross NEXT {(SXN) Cable delivers high-speed connectivity to Kiritimati
Island, linking directly to Suva, Fiji, and Hermosa Beach, USA, thereby positioning Kiritimati as an emerging hub for
digital and telecommunication growth in the Line Islands region.

In the long term, BNL aims to explore interconnection and network synergy between the EMCS and SXN systems.
Such integration will optimise resource utilisation, enhance network resilience, and enable cost efficiencies—including
potential cross-subsidisation of services—to further reduce the cost of connectivity across the country and strengthen
Kiribati’s digital infrastructure ecosystem,

BNL Product and Service Portfolio

BNL’s suite of services is designed to provide wholesale connectivity and capacity solutions that align with its
mandate as a State-Owned Enterprise. All services are delivered under a Full Cost Recovery Pricing (CRP) Model,
ensuring affordability, transparency, and long-term financial sustainability without reliance on Government subsidies.
This approach supports the growth of a competitive telecommunications market in Kiribati, enabling licensed Retail
Service Providers (RSPs}) to expand access and improve service quality across the country.

1. Carrier Ethernet Services

BNL provides Carrier Ethemet services Supporting 1 GbE and 10 GbE single-mode interfaces, enabling RSPs fo
access high-capacity bandwidth at Layer 2. These services are designed for flexible provisioning, allowing operators
to connect seamiessly to the Cabie Landing Stations (CLS) at Tabwakea, Kiritimati, and Nanikai, Tarawa.

2. IP Transit and Direct Internet Access (DIA)
Through its international gateways on the Southern Cross NEXT and East Micronesia Cable systems, BNL offers IP
Transit and DIA services that provide direct, high-quality access to the global intemet. These services support both

Layer 2 and Layer 3 interconnectivity options, allowing operators to select configurations suited to their network
capability and service requirements.

3. Co-Location and Infrastructure Access
BNI_. provides secure co-loca\_tion facilities within its Cable Landing Stations and associated modules, offering power,

4. Managed Network Services
BNL deliver_s managgc_i IP services, including network monitoring, configuration, and performance management, to

overhead of direct infrastructure management.
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5. Future Service Expansion

In alignment with its long-term strategic objectives, BNL plans to expand its service portfolio to include domestic
backhaul capacity, virtual private network (VPN) services, and cloud-connect solutions. These initiatives will further
integrate the national ICT ecosystem, enabling greater digital inclusion and supporting the Govemment's broader
digital transformation and e-governance goals.

Service Delivery Framework

BNL's service delivery framework is built on the principles of reliability, transparency, and accountability, ensuring that
all wholesale services are delivered in accordance with clearly defined operational and govemance standards. The
framework integrates technical, commercial, and customer service processes to maintain a high leve! of service
performance and compliance with regutatory obligations under the SOE Act 2013.

1. Service Provisioning and Activation

Service provisioning foliows a structured workflow, from initial customer request fo nefwork configuration, testing, and
activation. Each service is documented under a Service Order and govemed by a formal Service Level Agreement
(SLA) outiining performance benchmarks, response times, and escalation procedures.

2, Network Operations and Monitoring

BNL's Network Operations Centre (NOC) continuously monitors network health and performance across its
submarine and terrestrial systems. The NOC provides real-time alerts, fault management, and traffic analytics to
ensure proactive response to incidents and minimal service disruption for customers.

3. Maintenance and Performance Assurance

Planned maintenance activities are scheduled to minimise customer impact, with advance notifications provided to all
affected RSPs. Performance mefrics—including uptime, fatency, and throughput—are regularly reviewed to ensure
compliance with SLAs and fo identify areas for capacity optimisation or technical improvement.

4. Governance and Compliance

All service operations adhere to BNL's internal govemance policies and the financial and operational requirements of
the SOE Act. The CRP Model governs pricing, cost recovery, and reporting processes, while customer contracts and
SLAs ensure transparency, faimess, and accountability in service delivery.

5. Continuous Improvement
BNL maintains a cuiture of confinuous improvement, guided by customer feedback, performance data, and periodic

technical audits. This ensures that the company’s operational framework evolves in line with international best
practices and the growing demands of Kiribati's digital economy.

6. Future proofed network

Through its comprehensive suite of wholesale services, BNL is establishing the foundation for a connected and
digitally empowered Kiribati. The integration of resilient international and domestic infrastructure, supported by sound
govemance and cost-recovery principles, positions BNL as the nation’s trusted wholesale carrier and digital enabler.
By ensuring equitable access to high-quality and affordable connectivity, BNL continues to drive the country's
progress toward a sustainable and inclusive digital future.

3.1 Profile/Overview of the Business & Assessment of Recent Results

BwebwerikiNET Ltd (BNL) is mandated to promote the availability of high-quality, reliable, and affordable
telecommunications services across Kiribati—including the Outer Islands—by providing wholesale access
to critical telecommunications infrastructure for licensed retail service providers.
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BNL's operations are strategically focused on transforming Kiribati's connectivity landscape through the
deployment of international submarine cable systems and associated terrestrial infrastructure. The company
is transitioning from a project development phase to full commercial operation, with revenue generation
expected to commence in early 2025. This follows the Southern Cross NEXT {SX NEXT) Cable

System beginning commercial service in January 2025 and the East Micronesia Cable System

{(EMCS) becoming operational by December 2025,

These milestones mark BNL's entry into sustained transactional business, establishing it as the national
wholesale carrier and primary gateway operator supporting the country's digital transformation agenda.

Current Situational Analysis

3.2.1

322

3.23

324

Legal & Environmental Issues

BwebwerkiNET Ltd (BNL) was incorporated under the Companies Ordinance 1979 (Cap. 10A) on 23

November 2017 and is classified as a State-Owned Enterprise (SOE) under the State-Owned Enterprise
Act 2013.

All shares in BNL are owned by the Republic of Kiribati, as specified in Section 7 of the SOE Act.

BNL is duly licensed to develop, construct, and operate its cable landing facilities at Tabwakea,
Kiritimati and Nanikai, South Tarawa, Al construction and implementation activities are govemed by an
approved Environmental and Sogial Management and Monitoring Plan (ESMP} to ensure compliance
with national environmental legislation and international best practices,

Market & Competitor Issues

BNL operates within a semi-monopolised wholesale environment, serving as the sole intemational
gateway operator responsible for providing wholesale intemet capacity to licensed retail service
providers (RSPs). The company's entry into commercial aperation will redefine the telecommunications
market by delivering high-capacity, low-latency connectivity through its submarine cable systems.

Satellite-based broadband services currently offered by RSPs remain an altemative means of access
and are expected to complement submarine capacity, particularly for remote and underserved Outer
Islands where terrestrial or fiber extension is not yet feasible. Over time, BNL's network wil provide the
foundation for a competitive and sustainable broadband ecosystem that enhances service quality and
affordability nationwide.

Physical Assets/Equipment Issues

BNL's principal physical assets comprise its submarine cable systems, cable landing stations, and
associated terrestrial infrastructure, A key operational challenge remains the rehabilitation of legacy
passive infrastructure inherited from the former incumbent operator. Much of this equipment is outdated

and in poor condition, requiring urgent refurbishment to ensure service reliability and integration with
BNL's new national network.

Efforts are underway to assess, prioritise, and progressively upgrade this infrastructure to restore
functionality and extend network reach, especially to Quter Islands and rural communities.

Business Systems and Other Resources

BNL's intemal business systems and processes are at an advanced stage of establishment, reflecting
the company’s transition from project implementation to operational maturity. Core governance
instruments—-including the HR Manual and Governance Procedures—have been approved and
implemented. The Strategic Asset Management Plan (SAMP) is under development and will be refined
as BNL's infrastructure projects progress and operational demands evoive.



Further investments in integrated financial management systems, performance reporting toois, and
digital workflows are planned to strengthen corporate governance, operational efficiency, and
transparency in compliance with SOE Act requirements.

33  Summary, Business Risks and SWOT Analysis

Understanding the business environment in which BNL operates is essential to maintaining strategic
alignment and organisational resilience. A structured SWOT Analysis has been undertaken fo identify
internal strengths and weaknesses, as well as extemal opportunities and threats influencing BNL's future
performance.

The analysis provides a foundation for strategic planning, risk management, and performance monitoring by
highlighting the key factors that will shape BNL's capacity to deliver on its mandate. Table 1 below
summarises BNL's major strengths and weaknesses alongside external influences likely to impact its
operational and financial outiook.

Table 1 — SWOT Analysis
Category Description

» Strong and continuing Government support as a State-Owned Enterprise.» Monopolistic market position as the
sole international gateway operator.» Newly constructed submarine cable infrastructure and modem landing
facilities at Tarawa and Kiritimati.» Broad customer reach encompassing Tarawa, Kiritimati, and the Outer
|slands. Well-qualified and experienced Board providing strategic oversight.+ Established customer relationships
and recognition within the domestic telecom sector.* Strong regional partnerships with Pacific neighbours,
development partners, and multilateral agencies such as ADB and the World Bank.

Strengths

l- Slow Government decision-making processes impacting approvals and policy alignment.» Limited avaitability of |
|professiona| and technical expertise in the local labour market. Human resource and organisational capacity ‘
lconstraints during growth phase. Ageing and deteriorated legacy assets in the Outer Istands requiring urgent
rehabilitation.+ Limited office and land space for expansion.» High costs of hiring technical experts, consulfants,
and insuring critical assets.» Absence of a comprehensive National Master Plan governing ICT infrastructure.»
High costs associated with technical fraining and capacity building.+ Lack of enabling legislation confirming BNL

llas the sole provider of submarine and national backbone assets.
i

Weaknesses

. Strong Govemnment commitment to e-Government, digital transformation, and infrastructure modemisation under
KV20 and the National ICT Policy.* Rapid increase in demand for intenet and mobile data services driven by
population growth and digital adoption (e-commerce, e-banking, e-health).» Ongoing major Government
investments in transport and infrastructure (ports, roads, aiports) improving logistics for (CT deployment..
Diversification potential into complementary products and services such as IPTV, fixed voice, and cloud
connectivity. Land rights secured for BNL's key operational sites.» Feasibility studies supporting Kiritimati's
economic development and expansion of the local 1CT market.» Strong working relationships with ADB, the World
Bank, and bilateral pariners for future financing and technical assistance.

Opportunities

« Exposure o global connectivity price fluctuations and intemational bandwidth market volafility. Foreign
exchange risk, particularly in AUD/USD conversion affecting payments and revenues.* Potential political
intervention in retail pricing of internet and mobile services.» High operational costs and logistical chailenges in
Threats serving remote islands.* Rapid technological evolution potentially outpacing existing systems before full
commercialisation.- Limited and unreliable shipping and air transport schedules impacting maintenance and
logistics.» Environmental risks including sea-level rise, storm surges, and corrosion affecting coastal |
infrastructure.s Labour market limitations in sourcing and retaining skilled technical personnel.
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SWOT Analysis Summary

34  Specific Challenges and Focus of Planning Period
34.1  Project Delivery and Impacts

One of the key challenges facing BNL remains the timely delivery of its submarine cable projects. Since
incorporation in 2017, progress toward establishing the intemational cable systems has been protracted,
with substantive project mobilisation only occurring from 2020.

Implementation momentum was significantly disrupted by the COVID-19 pandemic from March 2020,
when global border closures and travel restrictions caused major logistical and supply-chain delays.
These impacts extended project timelines and increased implementation costs across both the Southern
Cross NEXT and East Micronesia Cable System initiatives.

3.4.1.1 Southem Cross NEXT Cable System

The ADB-funded Southern Cross NEXT Cable System achieved Ready-for-Service (RFS) on 1 July
2022, marking a major milestone for Kiribati's intenational connectivity. However, border restrictions on
Kiritimati Island remained in effect until May 2023, delaying full activation and mobilisation of supporting
infrastructure.

Following the reopening, BNL expedited construction of its telecommunications tower between May and
July 2023 and completed installation of associated equipment by the end of 2023 to enable service
provider interconnection.

In 2024, BNL commenced backhaul services—first for Ocean Link in March, and later for Vodafone in
December—after both operators completed necessary network upgrades. The direct interconnection of
retail operators to the SX NEXT System now enables the delivery of high-quality, affordable intemet
services to consumers, Strengthening collaboration with the Communications Commission of Kiribati
(CCK) to ensure sustainable wholesale access and pricing remains a key focus of the planning period.

3.4.1.2 East Micronesia Cable System (EMCS)

The EMCS has faced some significant and major challenges in attempts to initiate and get the
project off the ground,

Bilateral Partners Australia, USA and Japan refinanced the EMCS project with agreement by the three-
member countries of the EMCS Consortia in December 2021, resulting in the World Bank funding for
Kiribati's participation in the EMCS withdrawn in November 2021.

This impacted the envisaged financial performance of BNL as the refinancing of the EMCS meant that
the project was inadvertently delayed and now has a new projected completion date of December 2025,

This places a significant operational gap between the two submarine cable projects and means that the
EMCS will not be contributing financially to BNL operations until early 2026 planning cycle and places a
significant burden on BNL's ability to generate revenue.
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BNL's financial performance will be dependent solely on the SXNEXT Cable system and the Outer
Island Passive Infrastructure leases for the beginning of the current cycle.

Fiber-fo-the-Home (FTTH) Terrestrial Network

The World Bank restructured funding for the Kiribati Connectivity Project which was initially proposed to
finance the costs of the EMC system. The restructured funding will continue to support the achievement of
the original World Bank Project Development Objectives (PDO) for Kiribati through the FTTH project.

The restructured funding now includes the following:

o rollout a terrestrial fiber optic access network and related infrastructure to connect users in
South Tarawa to the global infernet,

o finance additional satellite capacity for Tarawa in the interim period before the EMC system
is ready for service.

« These are now proposed to be brought to service in 2025.

Starlink Community Gateway Facility

To supplement the FTTH Network, BNL implemented a Starlink Community Gateway facility to
source high-speed internet capacity in the interim period before the EMCS cable system
becomes live in December 2025.

The Starlink Community Gateway, delivered in March 2023, encountered significant
implementation delays due to prolonged permit and approval processes through

MELAD, MCIA, MTCIC, and World Bank Safeguards clearances for the initial site in Tokaronga,
Betio.

To mitigate these delays, BNL identified an alternate site and secured an agreement with
Vodafone Kiribati Ltd for the use of their storage compound located along the Nanikai-
Teaoraereke causeway. Site preparations were undertaken, and the Gateway was
subsequently relocated to the new site for installation.

The installation and commissioning of the Starfink Community Gateway were completed on 10
July 2025, with the service brought into operational use on 29 October 2025 following the
successful installation of routers at BNL's EMC CLS. This is a major milestone not only for BNL
but for Kiribati as a nation !

The high-speed internet service is currently under monitoring fo assess performance stability
and reliability prior to formal acceptance into BNL's operational network portfolio.

Backhaul Interconnection & Capability

Alongside its submarine cable projects, BNL is tasked with developing the supporting backhaul and
interconnection infrastructure necessary to connect retail service providers to the intemational
systems. This includes the terresirial fiber, power, and fransmission systems forming the link between
the Cable Landing Stations and the retail networks.

Key challenges include securing funding from development partners to extend these systems and
addressing delays in approval processes among stakeholders. For the SX NEXT network, procurement
and installation of the required systems are progressing and remain critical to the success of national
service delivery.
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Interconnect Access and Cost Modelling

Ensuring affordable, open, and non-discriminatory access to BNL's infrastructure and capacity remains
central to its mandate. The separation in completion timelines between the SX NEXT and EMCS
projects has required a realignment of financial forecasts and cost models for the planning period.

This adjustment impacts BNL's short-term revenue and cost recovery, with EMCS-related income now
projected to commence at the end of the current cycle. Consequently, BNL’s pricing structures and
service models will continue to evolve under the Cost Recovery Pricing (CRP) Framework, ensuring fair
access for all licensed operators while safeguarding the company's financial sustainability.

Statement to reconcile the key challenges from Section 3.4

BNL targets to overcome the challenges posed by the circumstances in the Kiribati telecommunication
environment, the added external impacts, and the burden placed upon it as an internationai
telecommunications operator.

The objectives being set here are drawn out of the key challenges identified and govemned by its Articles of
Association and form the basis upon which BNL will target for their successful implementation within the current
planning cycle, which include but are not fimited to;

The successful implementation of its submarine cable systems and their ability to connect Kiribati to the
internet and improve communication facilities.

The provision of non-discriminatory and open access fo BNL intemational and domestic
telecommunications infrastructure and services, including capacity and services, fo service providers for
the provision of retail telecommunications services to end users in the Republic of Kiribati

Increase access to ICT infrastructure and broadband internet services with the aim to stimulating the

market for increased usage b y businesses, government, and individuals, and increasing options for
new services and business delivery.

Contribute to enhancing services, including potential income-eaming opportunities and the

development of e-commerce and e-gov services, access to markets, web trading platforms and other
new technology competencies

Continuous improvement of corporate structure, instruments, policies, and work methods to ensure

that it delivers as effectively and efficiently as possible its mandates as the licenced wholesale
broadband service provider,



4.2  Clear Statement of Objectives

It is imperative that BNL addresses the key challenges it faces so that it may deliver the key objectives within the planning
period. The identified key challenges target the successful implementation of its key critical infrastructure, which is seen

as foundafional to the success of BNL in the delivery of its mandate.

Key Challenge A:

Completion of Sub-Sea cable project& passive backhaul
infrastructures

Comments

Key objective 1 Building the Digital Foundation: Hard
Infrastructure- Subsea Cable Projects and refurbishing the OIN &
implementation of FTTP Passive Network.

Establishing the hard infrastructure is foundational to the
success of BNL as the mandated intemational wholesate
service provider in the Kiribati telecommunications
sector.

Key Challenge B:

Provision of Non-Discriminatory retail access

Key objective 2: Addressing cost structures, interconnect and
Service Level Agreements for delivery of affordable high-quality
and low-cost wholesale capacity to the retail market.

Providing high quality, low-cost non-discriminatory
access for the retail market with the aim to improving
connectivity and service delivery to end-users.

Key Challenge C:

Improving access to ICT infrastructure and wholesale
broadband services

Comments

Key Objective 3: Improve access to [CT infrastructure and
broadband intemet services through the establishment of critical
infrastructure to stimulate and enable growth in the retail sector.

Strengthen the service delivery platform with improved
access to ICT infrastructure and broadband internet
services with the aim fo stimulating the retail market and
increasing opportunities for new services and business
delivery.

Key Challenge D:

Development of new services and opportunities

Comments

Key Objective 4: Enhancing services including potential income
earning opportunities and the development of e-commerce
services, access to markets, web trading platforms and other new
technology competencies

dentifying potential income eamning opportunities and
developing new e-commerce services, access to
markets, web trading platforms and other new
technology competencies.

Key Challenge E:

Maintain organisational acumen in a challenging and rapidly
evolving technological environment.

Comments

Key Objective 5: Continual improvement of corporate structure,
instruments, policies, and work methods o ensure BNL delivers
as effectively and efficiently as possible its mandates as the
licensed wholesale broadband service provider

Maintain keen organizational acumen and remain
relevant at the edge of technology given the
opportunities to leapfrog in technological advancement.
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5.2 Other Developments

In addition to its submarine cable infrastructure, which BNL has covered under its strategic business planning, the other
aspects of its operations will include involvement in the proposed Fibre to the Premises Network (FTTP} project.

The FTTP infrastructure is viewed as the platform that will enable direct connectivity to service providers through specific
Points of Interconnect (POls) along the proposed domestic terrestrial cable. As BNL is only mandated to offer wholesale
capacity services, the FTTP infrastructure acts as the trunk to deliver wholesale broadband services directly to the retail

service providers.

BNL will enhance its cable landing facilities in Kiritimati through the development and enhancement of its backhaul
interconnect fagilities, which will include the construction of a microwave tower, a satellite hub, and backhaul trunk fibre.

6.1 Key Performance Indicators

Establish key strategic infrastructure for high capacity, high quality, and cost-effective internet, and o~
revitalize passive hackhaul infrastructure to improve access to mobile and hroadband services for remote
island communities
Key O':f“'““’e MEASURE WHEN
Submarine Cable Projects completed on schedule EMCS RFS by December 2025
FTTP network constructed and completed on schedule | FTTP RFS by December 2025
Kiritimati developments completed ot schedule RFS by December 2025
Provide non-discriminatory access for retail service providers improving connectivity and access to high
quality, reliable, and low-cost internet services for end-users
MEASURE WHEN
Key Objective Wholesale broadband prices meet the regulated price Achieve minimum price cap offering o providers at
2 cap at RFS System RFS date: June 2025
Achieve reduced retail broadband prices 3 months post Achieve targeted price reductions in the first 6to?d
RFS months post-RFS.
Vaintain reduced intemet and Broadband pricing in the Maintain consistent cost & pricing reduction in the initial
initial 12 months year of operation - July 2026
Increase access to ICT infrastructure and broadband intemet services with the aim of stimulating the
market for increased usage by businesses, government, and individuals, and increasing options for new
services and business delivery
MEASURE WHEN
Key Objective Agcess 1o ICT infrastrug:lure and broadband internet | Expected increases in the first 6 o 9 months
3 services increased by 33%
Deployment of backhaul connectivity and POIs on e-Gov | Backhaul and POIs implemented on GWAN
Netwark for service delivery to Govt, Service Providers, | December 2025 for Kiritimati
and others
Stimulating internet uptake through effective promotion | Increased uptake of services — 6 to 12 months following
campaigns with service providers and specific market | RFSin June 2025
Sl segments
Contribute to enhancing services including potential income earning opportunities and the development of
e-commerce services, access to markets, web trading platforms and other new technology competencies
MEASURE WHEN
increase SME and start up activity and market in private | Work with stakeholders 1o grow SME activity and
Key Objective and public sector, civil and remote communities. market- March 2025
4 \Work with other SOEs to promote their activities, Work with specific SOEs fo grow market activity and
e.g., Tourism, efc market share 3-6 Months after RFS
Creating B2B activity on national/regionalfglobal
platforms
Support the Government in the development of a Support improvement of online capabllities
government portal accessible via App, Web, Kiosk 6-9 months after RFS
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Support Government/Private Secior / B
an on-line e-payment platform

ank in promoting

Work with stakeholder's introducti

on and increase onlfne—|
platform. 6-9 months after RFS

Continuous improvement of corporate structure, instru
delivers as effectively and efficiently as possible its ma

ments, policies, and work methods to ensure BNL
ndates as the licensed wholesale broadband service

rovider
MEASURE WHEN
Key Objective Review of Articles, Statement of Intent, Reference Half-yearly and annual review (June/December)
5 Interconnect Offer, and Intemal Policies {R&R, HRM
etc)
Review and implementation of Cabinet Paper (CP) on Annually in December
GOK price control review and broadband Internet
ricing
Review of BNL Financial Performance In March & September on yearly basis
6.2 Progressive KPls
[To be updated]
SUPPORT FOR GOVERNME OLICIES

7.1 Statement of compliance with relevant Government Policies

Itis envisaged that this infrastructure, fo
digital transformation of Kiribati's nat
communication and online services, applications, e

rming the core of the BN

7.2 Statement of Community Services,

BNL has not requested any activity to be treated as CSO nor has
it is in full operational status
offered from them.

L network, will be the platform to strengthen the

ional ICT sector and a cafalyst for implementing new and enhanced
-commerce, and other growth drivers.

it agreed to do so. It anticipates doing this once

, following the completion of its submarine cable projects and when services can be

7.3 Statement of Support from Government and / or Development Partners

BNL projects are grant-funded as per the details below:

No. | Project Detail Donor Partner Project Purpose Value
Improving ntemet Connectivity for | Asian Development | Construction of SX USD 20.5m
Micronesia Project {Grant #: 0570- Bank NEXT Cable

) REG) Segment to (2019-2022)
Kiritimati

21|Page



(Grant #: D1870-Kl)

Use of Project Savings from Grant | ADB Kiritimati UsDi.im 2023
#. 0570-REG Developments 25
Phase 4': Eaciﬁc .Regional Australias& Bilateral | Construction of usD 17.0m

5 gfor}ggt(;twlty Project (EMCS Partners E:Ag%i r?tigl?rarawa (2017-2025)
Phase 4': I_Daciﬂc .Regional . World Bank Construction ofthe | USD 20.0m

3 | Connectivity Project (FTTP Project) I;'cl;l'; T_slrztr\:;: on (2023-2026)

7.4 Statements of Financial Capacity

BNL does not currently have any loan facility. BNL will consider this in the future if there is a need to finance its

operation.

7.5 Statements of Financial Capacity

BNL shall make efforts to be in a position to be better able to pay stable dividends continuously for the
future periods, giving due consideration to achieving a balance before retuming profits to
Shareholder that is a Government, and to secure sufficient funds for future developments of the

Company. The company considers efforts both to improve company results and to meet the

expectation of its shareholders to be of the utmost importance.

7.6 Any other matter as agreed with the Responsible Ministers

There are no matters currently agreed with other Ministers at this stage and this will be addressed when

BNL becomes fully operational

3Bilateral Partner Funding was agreed to by Kiribati in October 2021.
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8. FINANCIAL FORECASTS

8.1 Projected P&L Statements

Statement of Financial Performance (Profit & Loss statemen
(actual), estimates for current year and 3 years forecasts

t) covering the full year {actual) prior to the planning period

BWEBWERIKINET LIMITED
INCOME STATEMENT PROJECTION
FROM 1 JANUARY TO 31 DECEMBER 2025
JAN TO DEC 2025
Note ACTUAL AND 2026 2027 2028
BUDGET
INCOME
OIN - Infrastructure Lease $95,550.00]  $153,000.00 $ 24939000 § 356,627.69
KIR (SX NEXT) - IP transit $ 94,180.02 $57,480.44/ ¢ 86,220.86 | § 86,220.66
Post RFS Reimbursement 3 157,037.76 $79,833.95 ¢ 7983395 § 79.833.95
Government Grant $ 1,419,147.37 | $4,000,000.00 | § 24,682 537.90
%erlncome 3 6,53158 |3 5,000.00 | $ 6,470.00 | $ 10,454.50
Southern Cross Management Fee
'TRW (EMC) - IP transit $ 191601478 16094523 | $ 287,402.20
OIN - Colocation fees $ - |$ 6300008 6,489.00 | § 6,683.67
KIR_(SX NEXT) - Carrier Ethernet $ 12363534 | $ 183937.41 | $  183937.41 | § 183,937.41
TRW(EMC)-Carr#er Ethernet $1,03464793 3 1,207,089.25 | § 1,925,594 76
TRW (STRA LINK) Capacity Sales $ - | $ 88136676 | $  804,726.17 | § 948,427.27
FTTP network sales § 30400560|3 31312577 | $ 322,519.54
TOTAL INCOME $ 1,896,082.07 $6,897,173.56 | § 27,780,765.34 | § 4,207,701.65
EXPENDITURE
Direct Staif Cost 6 $ 4674408 | $ 213.156.42 $ 219,551.12 | 8 58,349.50
Indirect Staff Cost 6 $ 13,587.93 | § 3507836 | & 57,157.80 | § 58,872.54
 Operating Cost 7 $ 158,687.54 | § 2,351,781.51 $ 2923295853 3,963,212.08
| Repair & Maintenance 8 |3 31070018 3400000 |$ 4532000 3 36,000.00
Financial/Administration Cost 9 $ 3704507 |$ 75672.05($ 10894813 | § 64,875.34
Outer Islands Project - Mobile Phase 3 9b $ 268,829.00 | $ 661,250.00 | § - |3 -
TOTAL OPERATING EXPENSES $ 528,000.62 | $ 3,370,938.34 $ 3,354,27290|$ 4,181,309.46
[
_EEI'DA $1,368,081.45 $3,526,235.22 $24,426,492.44 $26,392.19
Other Expenses
_D_epmciatioNAmoﬂisation 10 $621,021.21] $ 636,029.73 | $2,053417.43 $2,052,877 48
Exchange Loss $ 978.72 $ 2,000.00
EBIT $746,081.52 | $2,890,205.49 $22,371,075.01 ($2,026,485.29)
Income tax
Net Profit After Tax $746,081.52 | $2,890,205.49 $22,371,075.01 ($2,026,485.29)
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8.2 Projected Balance Sheet

Statement of Financial Position {Balance Sheet) covering this year (actual)} and estimates and 3 years forecasts

BWEBWERIKINET LIMITED (BNL)

BALANCE SHEET PROJECTIONS
AS AT 31 DECEMBER 2025
1JANTO 31 DEC
Note| 2025 Actual & 2026 2027 2028
Budget

Current assets
Cash and Cash equivalents 11 | $ 1,117,840.07 | $ ©99407.28 | § 1,184,079.76 $ 1,763,227.44
Trade and other receivables 12 | ¢ 14019238 | $ 578,380.29 | $ 218,828.93 | § 305,244.26
Inventories
Total Current Assets $ 1,258,032.45 | $ 1,577,787.57 | $ 1,402,908.69 $ 2,068,471.70
Current Liabifies
Trade and Other payables 13 | S 2494227 | § 81846217 | $ 901,628.75 | § 1,540,799.57
Total Current Liabilities S 2494227 | & 81846217 | 5 901,628.75 $ 1,540,799.57
Working Capital $ 1,233,090.18 | § 759,325.40 § 501,279.94 | $ 527,672.13
Non Current Assets
Property, Plant and Equipment 14 | $ 29,722,903.18 | $ 33,086,873.45 $55,715,993.92 | $53,663,116.44
Total Assets $30,980,935.63 | $34,664,661.02 $57,118,902.61 | $55,731,588.14
Non Current Liabilities
Deposits from Service Providers for OIN 15 | $ 100,037.41|$ 100,037.41|$ 100,037.41|9% 100,037.41
Total Non-current Liabilities $ 100,037.41 | $ 100,037.41 |$ 100,037.41 $ 100,037.41
Total Liabilities $ 124979.68 | S 918,499.58 $ 1,001,666.16 | $ 1,640,836.98
Net Assets $ 30,855,955.95 | $33,746,161.44 | $56,117,236.45 $54,090,751.16
Equity
Capital
Reserves
Dividends Paid
Retained earnings 16 $30,109,874.43| $30 855,955.95 | $33,746,161.44 | $56,117,236.45
Current Year Earnings §  746,081.52 $2.890,205.49| $22,371,075.01 ($2,026,485.29)

$ 30,855,955.95 | $33,746,161.44 $56,117,236.45 $54,090,751.16
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8.3 Projected Cash Flow Statement

Cash Flow statements, covering this year (actual) and estimates and 3 years forecasts

Bwebweriki NET Ltd
Statement of Cash Flow PROJECTION
January o December 2025
] Account Name [ 06 | ax 2028
Cash Flow flom Operating Actiites
Net fcome §746,08152 $280020540  $2233392354 (2,006,005 11
Trade Deblors $137567.38 (S4045791)  $359.5513% 41539)
Travel Advance - Auatabu Enola 5227000 $227000 ||
PAYE Tax Payable (84,0000 §763208 -
Trade Creditors $126768)) §T8586782 8316658 %39,170.321
Customer Deposits & Ovemayments $5.960.93) '
OceanLink Depostfor ON (§707956.10 | ‘
Depr. Fumiture §128.40 $128.40 $128.40|
Depr. Offce Equipment $1.84200 $184200 $1.84200 $1,842.00
Depr. Computers $1,602.24 $10393
Depr. Motor Vehicles §348.53 §348.53 $37,500.00
Depr. Low Value Pool $159.80 $150.80 $150.80
Depr. Kiridmati CLS $600.40.4 §60044020  $6044020  $609.44020
Depr ON Passive Ifastniclure $750000 MO0 SM5000 445000
Depr Starink Gateway $1666667  $20000000  $200,00000,
Depr Tarawa EMC CLS §1,107.126.90 $1,197,126.90'
|
Net Cash Flotw from Operafing Activites $493.462.49! $38B1.567.21  $2486721038  $579.147.68
Cash Flow from Investing Activities ‘
Funiture At Cost $1,092.50)
Low Value Pool At Cost {$799.00) |
Kirtimati Cabe Landing Staion at Cost (81419147 37) ; ‘
OIN Passive Instrastrufure at Gost ‘ $740,000.00 |
Starfink Gateway at Cost (4,000,006.0) ;
Tarawa EMC CLS At Cost §23, 94253790 ‘
Net Cash Flow from nvesiing Acfivies $1421.03887) (8400000000 (524882.53790) § -
Cash Flow from Financing Activities !' ‘
Net Cash Flow from Financing Adivites $ - ;‘s - |s - |8 N
Net Increase/Decrease for the period (8927 576.38) } JI1BAILTY  $18467248  $57914768 ‘
Cash atthe Beginning of the period T So04541645 | $1117840.07 | $ 90040728) § 118407976
Cashat the Endofhepeid § 1178007 | § 999,407.28)' SLIBAOTOT6 | § 176322744
4
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8.4 Projected Financial Performance

Profitability Analysis
Profitability Analysis

The analysis has been conducted on the sustainable operation of BNL over the next three years, starting in 2026, since all Cable
Stations, inciuding a Starlink Gateway, will be offering services.

Over the next three years, all forecasts anticipate revenue growth from 2025 through 2028. According to the Income Statements,
the company's primary revenues currently stem from the services provided by Kiritimati Cable Landing Station (SX NEXT),
specifically IP Transit and Carrier Ethemet as well as the lease of OIN Passive Infrastructure in the Outer Istands, including
towers and masts. It is also anticipated that, in 2025 and later years, when both EMCS and Fibre to the Home (FTTH) projects
are operational, they will contribute fo the company's profitability and sustainability. Another income that depicts huge amount on
the Income Statement is the government grant and as per accounting standards, any donated or Assets in Kind being received
from donor agencies such as Asian Develapment Bank {ADB) and World Bank (WB}, the EMC Cable from the govermments of
Australia, Japan and the United States must all be recognised as parts of the pool of the company’s assets. The revenue treatment
of these assets in kind in the period recognised contributed to the increase in the total income for the years 2025 to 2027. Having
more revenue streams from 2025 and later years could signal the company's sustainable operation. The value of the EMC Cable
is estimated to indicate that it will be part of the BNL pool of assets in the future. The same also applies to the Starlink Gateway.
However, these govemment grants will be reassessed again when the projects are complete to ascertain their nominal value or
fair value.

By looking at the expenses. It should be noted that the operation of the Submarine Cable is expensive, and management
considers the agreement with Southem Cross Company Pty Ltd favourable to BNL, as it will help offset some of the costs.
However, the EMC is a bit expensive, and to cover its expenses, BNL has to find ways to maximise revenue from this system. If
BNL cannot meet such costs, it will depend on government assistance to maintain the cable operation.

Based on the forecast, it is evident that revenues can be generated. Management is pleased to report that the Starlink Gateway
is now operational, and service providers are utilising this high-speed internet. Atthe end of this year, EMC will be lit. There is an
anticipation that high-capacity options will be offered, and with the service price being low, there is an expectation that Service
Providers will also make changes to their existing services, especially the price and data plans that the people of Kiribati have
been longing for.

BNL will continue to work closely with Service Providers, promoting the use of high-speed intemet so that all can reap the full
benefits of ICT and high-speed intemet.

Overall, the assessment of BNL operations suggests that it will continue to face the challenge of being mandated to operate on
a recovery basis; however, this ideal is worth enabling end-users to reap the full benefits of affordable and high-speed intemet.
In the future, when BNL encounters cash flow problems, the government should assist BNL in sustaining its operations and
maintaining its crucial service offerings to the people of Kiribati; otherwise, the mandate should change to a profit-oriented one.

8.5 Details of key assumptions influencing the financial forecasts.

The Financial forecasts reflect strategies, resource allocations, revenues, costs, assets and fiabilities arising from the planned
actions and strategy and provide supporting reference notes and statements of explanation.

Refer to the Financial Statements above. Please also note that Kiritimati Cable Landing Station began commercial operations
in March 2024. The two ISPs are now connected to the Kiritimati Cable Landing Station; however, Vodafone is yet to connect
its mobile customers.

All Service Providers charged for the use of towers and masts, starting in October 2024. In addition to the iwo main revenues
mentioned above, FTTP Network, EMCS, and Starlink Capacity sales are also reflected in the forecast. The Starlink Gateway is
now operational and will provide capacity in the interim period for the two leading Mobile Operators. (n December 2025, the East
Micronesian Cable is expected to be fit, and with this, there is an anticipation of an increase in BNL revenue. Not only this, but
more costs are also likely to be incurred.
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12 For the BNL operation to be sustainable, setting the right price is crucial; thus, a Cost Mode! has been developed specificaliy for
BNL.

Regarding liabilities, there is an expectation that they will increase, especially the EMC liability. However, management will
continue to manage these liabilities wisely to avoid adverse effects on BNL's operations.

12.3 Accounting Policies
Basis of Preparation

The company's financial statements have been prepared in accordance with the historical cost basis, as per
generally accepted accounting principles (GAAP) standards and statutory requirements in Kiribati, The financial
statements are presented in Australian doliars, the official currency of Kiribati, Transactions invoiving other
currencies, such as New Zealand and US dollars, are translated using the daily exchange rate provided by the
local ANZ Bank (Kiribati) Ltd.

compliance with local GAAP, standards, and legal requirements, ensuring the consistent selection and application
of accounting policies for transactions and events. The planned transition to adopt the International Financial
Reporting Standards (IFRS) and implement them in the 2023 Annual Accounts is currently on hold. The
company’s principal accounting policies are outlined in Note 3.

Accounting Policy

The financial year for the company is the fiscal year starting from January to December

111 Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable, net of discounts and
sales-related taxes collected on behalf of the govemment.

Before the Kiritimati Cable Landing Station is ready for service (RFS), all costs related to the aperation of the station
should be reimbursed from Southern Cross NEXT, and such costs that BNL claimed are recognised as revenue and
called Pre-FRS Reimbursement until the end of June 2022 as per the Landing Party Agreement (LPA). Costs claimed
thereafter are referred to as Post-RFS Reimbursement. Leasing of Outer Island Passive Infrastructure (towers and masts)
to Service Providers is another source of revenue for BNL and is recognised when the invoice is issued.

A similar in-kind asset transfer from the Government of Kiribati to BNL involved the Outer Island Network Passive
infrastructure, including towers, masts, huts, and other small assets associated with these structures. These assets were
valued at their fair market value and accounted for using the same approach as the Cable Landing Station (CLS). Another
pool of 5 towers, included as part of the OIN Passive Infrastructure in 2025, was valued at AUD 740,000. This grant was
provided with the condition that BNL would ensure the delivery of high-quality, affordable intemnet services while

maintaining and managing these assets sustainably. The government grant is recorded as a separate revenue item in the
income statement,
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Additionally, other govemment grants, such as expenses related to the Board and BNL-related expenses, which were
covered by the Ministry of Information, Communication, and Transport, were also classified as government grants.

11.2 Tax Income

Since the company has not yet commenced operations, there is no current income tax payable. The
income tax expense reflects the sum of both current and deferred tax. The current tax payable is
determined based on the taxable profit for the year. For this reporting period, the only tax obligation is
the PAYE tax payable.

11.3  Property, Plant and Equipment
Property, plant, and equipment are measured at cost, net of accumulated depreciation and any
impairment losses.

Depreciation is applied using the straight-line method to allocate the cost of assets, less their residual
values, over their estimated useful lives.

The following annual rates are used for the depreciation of property, plant and equipment:

Buildings 2%
Furniture and Equipment 10% to 25%
Motor vehicles 20% to 25%
Computer equipment 10% to 25%
Telecommunications Equipment and Plant 5% to 33%

Suppose there is an indication that there has been a significant change in the depreciation rate, useful
life, or residual value of an asset. In that case, the depreciation of that asset is revised to reflect the new
expectation.

A gain or loss on disposal of the Fixed Asset must be recognised in the Profit and Loss Statement.

Assets recognised as part of government grants include Cable Landing Stations and Outer Islands
Network (OIN) Passive Infrastructure. Southern Cross NEXT was ready for service and was operational
for delivery. Southem Cross NEXT Cable Station was recognised as part of the BNL pool of assets in
mid-December 2023, but later resolved by the Board to change the accounting approach to the Income
Approach and be recognised when it started its commercial operations in March, with its value determined
and depreciated using the Telecommunications Equipment and Plant rate.

This grant is related to the asset known as the Cable Landing Station on Kiritimati Island. The Asian
Development Bank funds it as a grant to the government of Kiribati. In addition, there is no condition that BNL
is expected to adhere to of this asset, except to own, manage, and use it as its asset.

OIN Passive Infrastructure refers to towers and masts owned by the former incumbent Service Provider,
Telecom Services Kiribati Ltd (TSKL), which were previously under the MICT portfolio when sold to ATH.
In 2021, the government mandated BNL to look after this passive infrastructure. Based on the accounting
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11.4

11.5
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records, most of these assets are fully depreciated, except for a few that were recently built and were
also recognised as part of the BNL Assets pool, depreciated accordingly at a rate of 5%, The remaining -
towers and masts need fo be audited fo determine whether they require refurbishment, replacement, or
will be valued accordingly.

As a disclosure requirement for this asset, the treatment is the same as that of the Cable Landing Station. With
all these assets being transferred to BNL, it is mandated to manage, maintain, and sustain its operations. With
these in-kind assets, BNL recognised them as Assets related {o a government grant, and the accounting
treatment, methods and presentation are no different to those of the Cable Landing Station in Kiritimati.

Trade and other receivables

Since the company began offering the service in early 2024, it was anticipated that a few accounts receivable
would remain outstanding during the reporting period, primarily among Service Providers scheduled to
interconnect with the CLS in Kiritimati. Southem Cross Cable Limited, which has an agreement with Bwebweriki

Net Ltd through the Landing Party Agreement (LPA}, will be the primary accounts receivable party under the
reimbursement arrangement,

From 2025 to 2028, there is an increase in the accounts receivable figure, as well as other receivables. This is
attributed to the rise in the uptake of BNL services by Service Providers.

Atthe end of each reporting period, the carrying amounts of trade and other receivables are reviewed fo
determine if there is any evidence that the amounts are not recoverable. An impairment loss is recognised when
evidence is identified.

Trade and other payables

With BNL starting its commercial Operations early in 2024, the number of accounts payable is increasing
that are dealing with BNL. The main creditor is BNL's upstream service provider Fiji Intemational
Telecommunications (F INTEL), as well as two Service Providers and others related to utility services.
Foreign payables denominated in a foreign currency are franslated into Australian dollars, the local
currency in use in Kiribati, using the exchange rate of ANZ Bank Kiribati Ltd. on the date of the transaction.
Foreign exchange gains or losses are classified as other income or expenses.

With BNL now, mandated by the government to look after the Outer Islands Network (OIN) (i.e., Masts,
Towers, and other fixed Assets), and with the need to develop and improve the services to the people in
the outer islands, bids are offered to Service Providers resulting in making mandatory security Deposits
to the Escrow Account looked after by BNL, and thus treating them as other Payables as well. Later, they

will be reimbursed upon meeting the bid requirements or when they are unsuccessful in the bidding
process.



