
 
 

Request to SOEs for bids for CSOs 
 

I. The purpose of CSO funding 

1. Under the SOE Act, SOEs may request Government funding for non-commercial activities 
known as Community Service Obligations (CSOs).  The Act specifies that the principal objective 
for a SOE is to operate as a successful and sustainable business.  To achieve this objective, a 
SOE should not undertake non-commercial activities or provide social services as these would 
be detrimental to its commercial results.  However, government will sometimes still wish a SOE 
to provide some non-commercial services.  To enable government to achieve this, there is 
provision for them to “purchase” non-commercial services from a SOE, but to compensate the 
SOE.  These are called Community Service Obligations (CSOs).  If CSOs are funded, then the 
SOE’s financial performance can be measured on a fully commercial basis. 
 
2. The approved criteria for purchase of CSOs are: 

a. The good/service would not be supplied on a commercial basis. 
b. An efficient business could not generate enough revenue to cover costs for the 

service. 
c. The good/service provides an identifiable community or social benefit that 

government wishes to have supplied. 
 
3. Note that item (c) requires Government to wish to approve and pay for the CSO. 
 
4. If a CSO application is not funded by Government, then directors will need to consider the 
steps they need to take to improve commercial results for their SOE.  These may include ceasing 
the activity, increasing charges to customers, cutting service delivery costs or a combination of 
these.  Care should be taken to inform customers of any proposed changes to services or to 
prices. 
 

II. Application process 

5. As funding for CSOs needs to be part of the Government budget, applications for funding 
need to be submitted with sufficient time for the requests to be considered and analysed by the 
SOEMAU unit within MFED and portfolio ministries before seeking Cabinet approval.   
 
6. Requests for CSO funding need to be received by SOEMAU by 31 July each year to enable 
them to analyse these requests and make recommendations to Cabinet.  They will probably wish 
to discuss the requests with SOE management and may seek additional information or 
clarification of the request.   
 
7. The aim will be to advise SOEs whether or not their CSO request has been approved by 
Cabinet by September each year.   
 

III. Information to support a CSO funding request 

8. Information to be provided when seeking CSO funding is set out below. 
 



1. The scope of the CSO – a description of the function that is to be performed, service 
provided or concession allowed. 
 
2. The objective of the CSO in terms of the outcome it is designed to achieve and how 
this links to Government policy and priorities such as those in the Kiribati Development Plan.  
Cabinet may set priorities for which types of CSOs it is prepared to fund. 
 
3. The intended results of the CSO if it were funded, in particular the following: 
 

i. Identify the beneficiaries and benefits from providing the CSO.  The number of 
beneficiaries (e.g. number of people, number of households, number of services to 
be provided) and the benefits should be expressed in terms of quantity, value, 
quality and (where relevant) timeliness.  Information provided should be sufficient to 
be able to express both the benefits and the costs on a unit basis, i.e. per 
beneficiary, household, service, etc. 

ii. The effect on the SOE of providing the CSO. 
 

4. The total cost of delivering the CSO.  The basis for calculating costs should be 
clearly stated, especially any assumptions about overhead allocation or charge-out rates 
for staff or equipment where overhead is included in the rate.  Where funding of capital 
expenditure is sought, SOEMAU will probably need more information so this should be 
discussed with them. 
 
5. Details of any revenue associated with the CSO, for instance user charges or any 
aid funding from donors.  In addition, where CSO funding is for capital expenditure, the 
information required will be the expected future net revenue from ongoing operations, i.e. 
revenue less cash operating expenses (excluding depreciation of the capital item). 
 
6. Performance measures for delivering the CSO.  These will need to link to the 
information required under (3) (i) and include data to allow benefits and costs to be 
expressed on a unit basis. 

 

IV. Actions after Cabinet decision on CSO funding 
9. If Cabinet approves funding of a CSO, then the SOE will need to build this into their 
Statement of Intent (SOI) and financial budgets and projections for the next 3 years. 
 
10. If Cabinet has declined to fund the CSO requested, then directors will need to consider the 
implications for strategy and revise their SOI.  Actions may include changing the scope of services 
(if a service is to cease) or to increase prices.  Financial budgets and projections for the next 3 
years will need to be revised to reflect changes in strategy. 
 
 

V. Accountability reporting 
11. If a CSO is funded, the half year and annual report will need to include a section reporting 

actual results compared with what was approved by Cabinet.  This should include information on 

actual compared with approved levels for volumes (number of services provided or customers 

served), benefits, revenue and expenditure.  There should be comment on whether the aims of 

the CSO have been achieved. 


