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GEREGU POWER PLC

STATEMENT OF DIRECTORS' RESPONSIBILITIES IN RELATION TO THE
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2018

In accordance with the provisions of the Companies and Allied Matters Acl, the directors are responsible for
the preparation of financial statements which give a Trua and fair view of the state of affairs of the Company
at the and of the year and its profit or loss.

The responsibilities include ensuring that:
i The Company kKeeps proper accounting records that disciose, with reasanable accuracy, the financial
position of the company and camply with the requirements af the Companies and Allied Matters Ack

i Appropriate and adequale internal cantrols are established 1o safeguard its assets and to prevent and
detect fraud and other imegularities.

i The Company prepares its financial statements using sultable accounting policles supported by
reasonable and prudent judgments and estimates that are consistently applied; and

iv It is appropriate for the financial statements to be prepared on a going concem basis

The directars accept responsibility for the financial statements which have been preparsd using appropriste
accounting policies supported by reazonable and prudent judgments and estimates in conformity with the
intarnational Financial Reporting Standards, in compliance with Einancial Reporting Councll of Nigeria Act,
Mo 6. 2011 and the requirements of the Companies and Allied Matters Act, CAP C20, LFN 2004,

The directars are of the opinion that the financial statements give a true and fair view of the state of the
financial affairs of the Company and of its profit and cash flows for the year.

The directors further accept responsibility for the maintenance of accounting records that may be relied
upen in the preparation of financial staterments, as well as adequate systems of internal financial contral.

Nothing has come to the attention of the directors to indicate that the Company will not remain a ging
concern far at least twelve months from the date af this statement

Signed on behalf of the Board of Direclors Dy

Femi Otedola, COM
Chalrman
FRC/2013/10DN/00000002426

Dated: 27 February 2020
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Independent Auditor's Report
To the Shareholders of Geregu Power Plc

Opinion

We have audited the accompanying financial statements of Geregu Power Plc {the Company), which
comprise the statement of financial position as at 31 December 2018, and the staterment of profit or loss
and other comprehensive income, statement of changes in equity and statement of cash flows for the year
then ended, and notes to the financial statements, including @ summary of significant accounting policies
and other explanatory Information.

In aur epinion, the accompanying financial statements present fairly, in all material respests, the financial
position of the Company as st 31 December 2019, and its financial performance and cash flows for the
year then ended in accordance with Intarnational Einancial Reporting Standards (IFRSs), in compliance
with the Financial Reporting Council of Migeria Act, Mo B, 2011 end with the requirements of the
Companies and Allied Matters Act, CAP C20, LFN 2004

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing {ISAs). Our
respongibiliies under those standards are furthas described in the Auditor's Responsibilities for the Audit
of the financial statemants section of our report. W are independent of the Company in accordance with
the International Ethics Standards Board for Accountants' Code of Ethice for Professional Accountants
(IESBA Code) together with the ethical requirements that are relevant to our audit of the financial
statements in Nigeria, and we have fulfiled our other ethical responsibilities in accordance with these
requirements and the IESBA Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion,

Other Information
The directors sre responsible for the other information. The other information comprises the Chairman'’s

statement, Directors' Report and Statement of Directors Responsibility but does not include the financial
statements and cur auditor's report thereon.

Qur opinion on the financial statements does nol cover the other information and we do not express any
form of assurance conclusion thereon

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowladge obtained in the audit or otharwise appears to be materially missiated.

!f, based on the work we have performed, we conclude that there is a material misstatemant of this other
informiation, we are required to report that fact. We have nothing to report in this regard,

Responsibilities of the Directors and those charged with Governance for the Financial Statements
The directors are responsible for the preparation and fair presentation of the financial statements in
sccordance with International Financial Reporting Stendards in compliance with the Financial Reporting
Council of Nigeria Act, No 6, 2011 and the requirements of the Companies and Allied Matters Act. CAP
C20, LFM 2004, and for such internal conirol as the direciors determine ks neceszsary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.
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In preparing the financial statements, the directors are responsible for assessing the Company's ability to
cantinue as a going concarn, disclosing, as applicable, matters related io going concermn and using the
going concern basis of accou nting unless the directors either intends 1o liquidate the Company of to caase
operations, or has no realistic altemative but to do 0.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonabie assurance about whether the financial statements as a whala are
free from material misstatement, whether due 1o fraud or errar, and to issue an auditor's repart that
includes our opinion.

Reasonable assurance is a high level of assurance, but i not & guarantee that an audt conducted in
sccordance with 1SAs will always detect 8 matenal misstatement when it exists. Misstatemeants can arise
from fraud or error and are considered material \f, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of these financial
statements.

As part of an audit in accordance with |SAs, we exercise professional judgment and maintain professional

skepticism throughout the audit. We alsa:

- |dentify and assess the nsks of material misstaterment of the financial statements, whethar due ta fraud
ar efror, design and perform audit procedures responsive 10 those fisks. and obtain audit evidence that
is sufficient and appropriate to provide a basis for our oplnion. The risk of not detecting & material
mizstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusian, forgery, intentional amissions, misrepresentations, or the override of internal control,

. Obtain an understanding of internal contral relevant to the audit in order to design audit procedures thal
are appropriate in the circumslances, but nat for the purpose of expressing an opinicn on the
effectiveness of the Company's intemal control

- Evaluate the appropriateness of accounting policies used and the reasonablensss of accounting
estimates and related disclosures made by the directors.

. Conclude on the appropriateness of the director's use of the going concem basis of accounting and
based on the sudit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company's abiity to continue as & going concem. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor's report
to the related disclosures In the financial statements or, If such disclosures are inadequate, i madify
our opinion. Our conclusions are based on the audit avidence obtained up to the date of our audrtar's

report, However, future events or conditions may cause the Company to cease o continue as a going
COncar.

Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures. and whether the financial statements represent the underfying fransactions and events ina
manner that achieves fair preseniation,

We communicate with those charged with governance regarding, among other matters, the planned
scope and Uming of the audit and significant audit findings. including any significant deficiencies in internal
control that we identify during our audit

Benson O ayan, Foa
FRC/201 2226

For PEF Professional Services
Chartered Accountants

Lagos, Migeria

Dated: 27 February 2020
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GEREGU POWER PLC

STATEMENT OF FINANCIAL POSITION
AT 31 DECEMBER 2018

Motes 000 000
Assets
Non-current assets
Property, plant and equipment 13 48,101,008 52,127,348
Intangibla assets 14 24,258 gar
Long term employee banafits 23 14,186 1,154
Deferred tax assal 15 " 4 535 442
48,139,451 56, 554,538
Current assels
Inventories 18 84T 116 700,688
Trade and other receivables 17 47,085,644 40,740,082
Diher current assels 18 160,311 174,625
Cash and cash aguivalents 19 1,185,654 783,189
498,278 786 43 407 454
Total assets ETIM 9,216 80,072 432
Equity and llabilities
Cirdinary shares 202 5,000 5,000
Retained aarmings 21 62,546,403 TB,453,532
Other resenas 22 684 &5
62,851,987 T 458 587
Liabilities
Mon-current liabilities
Defarred fair value gain on loan 25 - 113,608
Deferred tax liabilities 11.4 209, 460 .
Loans and bormowings 26 = 275418
209,460 388827
Current liabilities
Trade and cther payables 24 33,276,184 18,740,100
Currant income tax liabilitias 11.2 361,368 397,816
Diefarred fair value gain on loan 25 113,508 454,053
Loans and borrowings 28 BOE, 708 2E328T0
34,357,789 22224815
Total liabilitles 34 567,229 22 613,846
Total equity and liabilities 51.4_15,213 Eﬁ.ﬂl&#ﬂi

The financial statements were approved by the Board of Direclors on 27 February 2020 and signed on its

behall by:

Femi Otedola, CON Engr. Ferdinand Ezeh Ganlyu L Adisa
Chairman Chief OperatingTechnical Officer Chaef Financial Officer
FRC20130DN/ 000002426 FRC/Z019/0030000000020125 FRC/2013/1CANMDD00DO30TE

The accompanying nofes and significant accounting palicies form an integral part of these financial statements.
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GEREGU POWER PLC

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2018

Motes

Continuing operations
Revenua
Cost of sales

e =

Gross profit
Other income B
Administrative expanses 8

Operating profit
Net finance income 10

Profit before income tax
Income tax (expansa)iwrite back 111

Profit for the year from continuing operations

Other comprehensive income:
Item that will not be reclassified subsequently to

profit or loss:
Defined benefit plan actuarial gain 24
Total other comprehensive gain net of taxes

Total comprehensive income for the year

Profit attibutable to;
Owners of aguity

Earnings per share
Basic and diluted eamings per share in (M) P

§'000 W 000
42,164,038 35,005,872
(25,855,985) (21,604,141)
16,308,053 13,401,831
1,115,074 49 503
(2,283,693) (5,268,276)
15,139,434 8,183,148
414,387 1,227 991
15,553,821 9,411,138
(5,160,950) 1,622,576
B (111 R 15 Vi =
528
529 :
10,393,400 11,033,715
10,393,400 11,033,715
1039.29 1103.37

The accompanying notes and significant accounting poficies farm an integral pant af these financhal

statemeants



GEREGU POWER PLC

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2019

Retained

ahans
capital

eamings resero Total equity
B'000 000 W'000

®000

At 1 January 2018 5,000 55415 817 ] 65 424 BT2

Changes in equity during the year:

Profit for the year - 11,033,715 - 11,083,715
Definad benefit plan actuarial gain - - - -

Armount atiributable to eguity holders &,000 76,453 532 85 76,458 587

Transactions with owners, recorded
directly in equity:
Dividend to equity holders - - . F

At 31 December 2018 5,000 76,453,532 b, 76 458 687

At 1 January 2019 5,000 76,453,532 B5 76,458,587
Changes in equity during the year

Prafit for the year . 10,382,871 - 10,392,871

Definad benalit plan actuaral galn . - 529 629

Amount attributable to equity holders 5,000 86,846 403 584 86,851,287

Transactions with owners, recorded

directly in equity:

Dividend to equity holders - (24,000,000) - (24,000,000)
At 31 December 2019 5,000 62,846,403 584 62,851,887

h—

The accompanying notes and significant accounting poficies form an intagral part of these financial
statements.



GEREGU POWER PLC

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2019

Cash flows from operating activities
Profit for the year

Adjustment for non-cash operating ibems:
Depreciation of properly, plant and equipment
Amorization of Intangible assets

Met financa incomea

Impairment {write back)'charged for frade receivables
Current service costs

Deferred fair value gain on koan

Relurn on planned assat

Deferred tax charged/iwritaback)

Income tax expense

Operating profit before working capital changes

Changes in;
Increase n inventories

Increase in frade and other receivebles
Decrease in current other essets
Increasefidecrease) in trade and other payvabias

Cash generated from operating activities
Income taxes paid
Gratuily paid

Met cash from operating activities

Cash fiows from investing activities

Proceeds from sale of property, plant and eguipment
Purchase of properly, plant and equipment
Furchaze of intangible assels

Funding of leng term employes benefits

Met interest recelved

Met cash from investing activities
Cash flows from financing activities
Movement in bomowing

Dividend paid

Met cash used in financing activities

Met increase in cash and cash equivalents
Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

Motes

13
14
10
173
23
25
23
A
1.1

15
17
18
24

11.2
23

13
13
14
23
10

26
21

18

| 31-Dec-18
W'000 000
10,382,871 11,033,715
4,181,961 3484118
2,800 970
{414,387) {1,227 ,881)
(50T 636) 3167 894
3,640 5,400
{454,033) (454,033)
{2,823) (2,880
4,744 802 (1,843, 820)
416,048 221,244
18,363,334 14,384,838
(137,417) (33.079)
15,837,926) (7,780,713}
14,214 122,125
10,149,147 {3,805,078)
4,188,018 {11,498, 745)
(452 496) {B5,220)
(11,322) :
22,087,534 2,802,873
BBT 3.276
(166,197) (62.507)
(26,061) -
(2,000) (2,250
414,387 1,827 281
230,716 1,186,510
(2,301,680) (2,122.781)
{18,613,065) {1,225000)
{21,914,745) {3,347 781}
403,606 B21,622
783,188 161 587
1,186,684 783,189

The accompanying notes and significant accounting policies form an integral pan of these financial statemeants.



GEREGU POWER PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

1. The Company

1.1 Reporting Entity

Geregu Power Plc ('the Company") is a registered Company domiciled in Migena. The registered office of the
company & lobe-Ajackuta Express Road, Ajaokuta, Kogi State, Migeria.

1.2 Principal activities

The Company iz principally engaged in the business of electric power generalion and sale of electric power
through the Mational Grid of the Transmission Company of Nigeria (TCN) to the Nigerian Bulk Electricity
Trading Ple (NBET)

2. Bazis of preparation

2.1 Statement of compliance

The financial statements have been prepared in accordance with Intermational Financial Reporting Standards
{IFRSs) as issued by the Internaticnal Accounting Standards Board (IASEB), and in complance with Financial
Reporting Councd of Migeria Act Mo & 2011, Additonal information required by national regulalions has been
included where appropriate

The financial staterments comprise of the statement of profit or loss and other comprehensive income,
statement of financial position, statement of changes in aquity. statement of cash flows and notes to the
financial siatements,

2. 2 Going concern consideration

The financial statements have been prepared on a going concern basis, which assumes that the entity will be
able fo meet its financial obligations as at whan they fall due. There are no significant financial cbligations
that will impact on the entity's resources which will affect the going concern of the entity. Management is
satisfied that the enfity has adequate rescurces to continue in operalional exisience for the foresesable future
For this reason, the going concern basis has been edopied in preparing the financial statements.

3. Basis of measurement

The financial stalements have been prepared In accordance with the going concemn principle under the
historical cost convention, except for financiel sssets (lisbilities) which were measured at fair value. The
lishility for defined benefit obliigations is recognized as the present value of the defined benefit obligation less
the total of the plan assets, plus unrecognized actuarial gains, less unrecognized past service cost and
unrecegnized actuarial losses while the plan assets for defined benefit cbigations are measurad at fair value.

3.1 Functional and presentation currency
The financial siataments are presented in Migerian Naira {NGN}, which is the Company's functional currancy

for presentation, All financial information presanted in Maira has been rounded o the nearsst unit, except
where atherwisa Indicated,

3.2 Use of estimates and judgements

The praparation of financial stafements in conformity with IFRS requires the use of certain crifical accounting
estimates, it glse requires management to exercise its judgment in the procass of applying the Company's
sccounting polickes. Changes in assumptions may have a significant impact on the financial statements in the
pericd the assumptions changed. Management believes that the underlying assumplions are appropriate and
therefore the Company's financial statements present the financial position and results fairly.

3.3 Critical accounting estimates and judgement

The Company makes estimates and assumptions about the future that affects the reported amounts of assats
and labillities. Estimates end judgments are continually evaluated and based on historical experience and
other factors, including expectation of future evenis thal are believed fto be reasonable under the
circumstances. In the future, actual exparience may differ from these astimates and assumptions.



GEREGU POWER PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

a) Asset useful lives and residual values:

Property, plant and equipment gre depreciated over their useful fves taking info account residual values
where appropriate. The actual useful lives of the assets and residual values are assessed annually and may
very depending on a number of factors In re-assessing assel ussful lives, factors such as technological
Innovation, and maintenance programmes are taken into account Residual value assessments congidar
s5Ues such as future market conditions, the remaining fife of the assets and projectad disposal values,

b} Taxes
i} Uncartainties exist with respect 1o the amaount and timing of future taxable income. Given the complexities of
existing contractual agreement, differences ansing between the actual resutts and the assumptions made

could necessiate future adjusimeant to tax income and EXpenses already recordad. The Company establishes
provisions based on reasonable estimates

I} Deferred taxes are recognised for all unused tax losges to the extent that it is probable that taxable profit
will be available against which the losses can be utilised, Significant management judgement is required to
determine the amount of deferred tax assets that can be recognised, based upon the likely timing and the
level of future taxable profits together with future tax planning strategies.

c) Provisions/Contingencies

Provisions are liabilites of uncartain timing and are recognised when the entty has a present legal or
constructive obligation as a result of past events; it is probable that an outfliaw of recources will ba required to
sattle the obligation; and the amount that has been relizbly estimated, Provisions are nat recognised for future
operating losses.

VWhere there are a number of similar obligations, the likelihood that an outfiow will be required in settlement is
determined by considering the class of obligations as a whole. A provision is recognised even if the likelihood
of an cutflow with respect to any one item included in the same class of abligations may be small.

Provisions are measured at the present value of the expenditures expected to be required to setlle the
ebligation using a pre-tax rate that reflects current market assesements of the time value of monay and the
risks specific to the obligation. The increase in the provision due fo passage of fime s recognised as interast
expense,

d} Impairment of financial assets

The Company recognises an allowance for Expected Credit Losses {ECLs) for all debt instruments not held at
fair value through profit or loss. ECLs are based on the difference between the contractual cash fiows due in
accordance with the contract and all the cash flows that the Company expects to receive, discounted at an
approximation of the onginal effective Interest rate. The expacted cash flows will include cash flows from the
sale of collateral held or other credit enhancements that are integral to the contractual terms.

ECLs are recognised in two stages. For credit exposures far which there has not been & significant increase in
cradit risk since initial recognition, ECLs are provided for credit lossas that result from default events that are
possible within the next 12-months (2 12-month ECL). For those credit exposures for which there has besn a
significant increase in credit risk since initial recognition, & loss allowance is required for credit lossas
expected ovar the remaining life of the exposure, rrespective of the timing of the default (2 lifetime ECL)

For trade receivables and contract assets, the Company applies a simplified approach in calculating ECLs
Therefore, the Company does nat track changes in credi risk, but instesd recognisas a loss allowance based
on lifetime ECLs al each reporting date. The Company has established 3 provision matriy that is based an its
historical credit loss experience, adjusted for forward-fooking factors specific to the debtors and the eeanamic
environment.



GEREGU POWER PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

The Company considers a financial asset in default when confractual payments are 60 days past due.
Howeyver, in certain cases, the Company may also consider a financial asset to be in default when intefnal or
extarnal information indicates that the Company is unlikely to recelve the outstanding contractual amounts in
full before taking into account any credit enhancemants held by the Company, A financial assel is written off
whan there is no reascnable expectation of recovering the contractual cash flows.

4. Standards lesved and Effective on or after 1 January 2013

4.1 IFRE 16 Leases

IFRS 18 was issued which introduces a number of significant changes 1o the lease accounting modal under
IFRSs, including a requirement for leases o racognize nearly all leases on their balance sheets. [FRS 16 will
suparsade the curent leases guidance Including LAS 17 Leases, IFRIC 4 Determing whether an Arrangement
contains a lease, SIC 15- Operating leases incentives, SIC 27-Evaluating the substance of Transactions
invalving the legal form of lease.

IFRS 18 specifies how an IFRS reporter will recognise, measure, present and declose leases The standard
provides a single lessee accounting model, requiring lesseas 1o recognise essels and liabilities for all leases
unless the lease term iz 12 months or less or the underlying asset has a low value Lessors continue to

classify leases as operating or finance, with IFRS 16's approach to lessor eccounting substantially unchanged
from its predecassor, &S 17,

IFRS 18 is effective for annual reporting years beginning on or after January 1, 2019, However, an entity
cannol adopt this standard earlier than it adopts IFRS 15. Revenue from Contracts with Customers. This
standard was issued on 13 January, 2016 The Company is yet to assess IFRS 18's full impact and intends to
adopt IFRS 16 not kater than the accounting year beginning on or after 1 January 2018

Impact on Initial
These amendments do not have any impact on the Company’s financial statements.

4.2 Standards Issued and Effective on or after 1 January 2021

Insurance contract

Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracls

IFRS 17 is effective for annual periods beginning on or after January 1, 2021, wall after the effective dete of
IFRS @ Financial Instruments, January 1, 2018. IFRS 9 will cover a majority of an insurers investments;
therefore, the expected differing effective dates created concemns related to temporary votatility and
accounting mismatches in profit or loss. Some companies have also expressed concemns about the need to
implament two significant changes in accounting on different dates, which will increase costs and complexity

In September 2016, the |ASE issued amendmants to lts existing insurance contracts standard, IFRS 4. The
amandments introduced two approaches that supplement existing options in the Standard that can be used to
address the lemporary volatility a5 8 result of the different effective dates of IFRS 8 and the forthcoming
insurance contracis standard.

The amendmenis:

- provide a reporing entity (whose predominant activity is o issue insurance confracts) a tempaorany
exemption from applying IFRS 8 until the sarlier of; 8} the application of IFRS 17, or b} January 1, 2021 {to
be applied at the reporting entity level) (referred 10 a3 the ‘temporary exempton’); and

- give entities issuing insurance confracts the oplion o remove from profit or loss the incramantal volatility
caused by changes in the measurement of specified financial assets upon apphcation of IFRS 8 {refarmad
to as the ‘overtay approach’). This option will be in ptace until IFRS 1T comes into effect.

Impact on Initial
The amended o the standard might not have any impact on the Company financial statements whan it
becomes effective in 2021,
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GEREGU POWER PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

4.3.1 Uncertainty over Income Tax Treatments (IFRIC Interpretation 23)

In June 2017, the [ASE (ssued IFRIC Interpretation 23 Uncerainty aver Income Tax Treaiments in response
to diversity in practice for various issuas in circumstances in which there is uncertainly in the application of the
tax [w. While 145 12 Income Takes provides reguirements on the recognifion and measurement of current
and deferred tax liabilities and assets, there is diversity in the accounting for income tax reatments that have
vei to be accepted by tax authorties,

The Interpretation requires an entify to:

= refiect an uncertainty in the amount of income tax payable {recoverable) if it iz probable that it will pay (or
recover) an amount for the uncerainty,

* measure a fax uncertainty based on the maost likely amount or expected velue depending on whichewver
m&thod better predicis the amount payable (recoverable);

* reassess the judgements and estimates applied If facts and circumstances change (2.9. as a result of
examination or action by tax authorities, following changes in tax rules or when a tax authority's right to
challenge a treaiment expires), and
consider whather uncertain tax treatmenis should be considered saparately, or together as a Company,
based on which approach provides better predictions of the resaiution;

The Interpretation is applicable for annual pericds baginning on ar after January 1, 2019,

Impact on Initial Application

The amended to the standard mighl not have any impact on the Company financial statements when it
becomes effective in 2018.

4.3.2 IFRIC Interpretation 23 Uncertainty over Income Tax Treatments

In Juna 2017, tha IASB issued IFRIC Interpretation 23 Uncertainty over Income Tax Treatments which clarifies
application of the recagnition and measurement requirements in |AS 12 Income Taxes when there is
uncerainty over income tax treatments, Scope The interpretation eddresses the accounting for income taxes
when tax treatments imvolve uncerainty that affects the application of A5 12, The interpretation does not
apply to taxes or levies cutside the scope of 1AS 12, nor does it specifically include requirements relating o
interest and penafties associated with uncertain tax treatments. Key requirements The interpretation
epacifically addresses the following:

¢ \Whether an entity considers uncertain iax treatments separataly,
* The assumpticns an entity makes about the examination of tax treatments by taxation authorities;

* How an entity determines taxable profit (tax koss), tax bases, unused tax losses, unused (ax credits and tax
rates;

* How an entity considers changes in facts and circumstances.

&n antity has to determine whether to consider each uncertain tax ireatment separately or together with one or
more other uncertain tax treatments. The approach that better predicts the resolution of the uncertainty should
be fallowed.

4.4 Narrow Scope Amendments deferred until further notice

a) IFRS 10 Consolidated Financial Statements

Sala ar Contiibution of Assels bebeeen an Investor and its Associate or Joint Venture (Amandments to IFRS
10 and IAS 28) Marrow scope amendment address an acknowledged inconsistency between the
requirements in IFRS 10 and those in IAS 28 (2011), in dealing with the sale or contribution of assels between
an investor and its associate or joint venture

b) IAS 28 Investments in Associates and Joint Ventures

Sale or Contribution of Assets between an Investor and its Associate or Joint Venture (Amendments to IFRS
10 and |AS 28): Narmow scope amendment fo address an acknowledged inconsistency between the
requirements in IFRS 10 and those in 1AS 28 (2011), in dealing with the sala or contribution of assels batween
an investor and its associate or joint ventura
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GEREGU POWER PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

5. Bignificant accounting policies

The accounting policies sel out below have been applied consistently o all periods presented in these
financial statements, unless othenwizse indicated.

5.1 Property, plant and equipment
6.1.1 Recognition and measurement
Property. plant and equipment and other fangible assets are stated st historical cost less accumulated

depreciation and accumulated impairment losses. Historical cost includes expenditure that is directhy
attributable to the acquisition of the items

Cosl includes expenditure that is directly attributable to the acguisition of the asset. items of proparty, plant
anhd equipment under construction are disclosed as capital work-in-progress. The cost of construction
recognised includes the cost of materials and direct labour, any other costs directy attributable to bringing the
assets to @ working condition for the intended use, the costs of dismantling and removing the items and
restofing the site on which they are bocated, and borrowing costs on qualifying essets

When parts of an item of property, plant and equipment have different useful lives, significant costs are
accounted for as separate flems (major components) of property, plant and equipment

Gains and lcsses on disposal of an item of property, plant and equipment are determined by comparing the
proceeds from disposal with the carrying amount of property, plant and equipment, and are recognised nat
within other incoma In Income statementis

§.1.2 Subsequent cosis

The cost of replacing part of an item of property or equipment is recognised in the carmying amount of the item
if It is probable that future economic benefits embodied within the part will flow to the Company and its cost
can be measured reliably, The costs of the day-to-day servicing of property and equipment are recognised in
income statement as incurred.

5.1.3 Depreciation

Depreciation is calculated over the depreciable amount, which is the cost of an asset or other amount
substituted for cost, less s residual value

Depreciaton is recognized in the profit or loss on a stramght-line basis (except for gas turbines: which Unit of
Production Method L.e Equivalant Operaling Hours - EOH are used over the estimated useful lves of sach
part of an item of properly, plant and equipment except which reflacts the expectad pattern of consumption of
the future economic benefits embodied in the asset Lessed assels are depreciated over the shorier of the
lease tarm and their useful lives unless it is reascnably cartain that the Company will obtain ownership by the
end of the lease lerm in which case the assels are depreciated over the useful life

The estimated useful lves for the current and comparative yvear are as follows:

Land Oweer lease vaar

Buildings 25 yaars

Plamtz and equipment 20 years

Office Equipmient 5 years

Furniture and fittings 4 years

Computer equipment 3 years

Motar vahicles & years

Gas turbines 160,000 Equivalent Operating Hours (EOH) per turbine
Gas turbines- mejor overhaul amonized costs 41,000 Equivalent Operating Hours (EOH) per turbine

Depreciation methods, useful lives and residual values are reviewed at each financial year end and adjusted,
if appropriate. Capital work-in-progress is not depreciated. The attribuisble cost of each asset s fransferred to
the relevant assat category immediately the asset is available for use and depreciated accordingly.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

5.1.4 De-recognition of tangible assets
An item of praperty, plant and equipment is derecognised on disposal or when no fulure economic benefits are
expectad from ite use. Any gain or loss arising on de-recognition of the asset {calculated as the difference

between the net disposal proceeds and the carrying amount of the asset) is included in profit or loss in the
year the assal is derecognised.

5.2 Intangible assets
53.2.1 Intangible assets acquired separately

Intangible assats acquired separately are shown at historicsl cost less accumulated amortisation and
Impairment losges.

Amortisation Is charpad to profit of loss on a slraight-line basis over the estimated useful lives of the intangibie
assels unkess such lives are indefinite. These charges are included in other expanses in profit or loss,

Intangible assets with an indefinite ussful life are tested for Impairment annually. Other intangible assets are
amortised from the date they are available for use, The useful lives are as follows:

Software costs 3 - 4 years
Amaortisation years and methods are reviewed annuatly and adjusted if appropriate.

5.2.2 Amortisation

Amorisation is calculated over the cost of the assst, or other amount substituted for cost, less its residual
valua.

Amortisation is recognised in profit or loss on a straight - line basis over the astimated useful lives of
Intangible assets from the date that they are available for use, since this must closaly reflect the expected

pattern of consumption of the future economic benefits embodied in the aszef The estimatad useful Ife for the
current and comparative year is;

Computer software: 34 years

Amortisation methods, useful lives and residual values are reviewed at each financial vear end and adjusted i
appropriate,

5.3 Leases

IFRS 16 contains expanded disclosure requirements for leasees, Leasees will need 1o apply judgement n
deciding upen the information to disclose to meet the objective of providing a basis for usars of financial
staternents to assess Ihe sffect that leases have on the financial position, financial performance and cash
flows of the lessee. Please refer o Note 4.1,

5.3 Foreign currency transactions

Transactions denominated in foreign currencies are transiated and recorded in Naira at the actual exchange
rates at the dates of the transactions,

Monetary items denominated in forelgn currencies are re-translated al the exchange rates applying at the
reporting date. Non-monatary items carried al fair value that sre denominated in foreign curencies are re-
translated al the ratas prevailing a1 the date when the fair value was determined. Mon-maonetary items that are
measured in terms of historical cost in a foreign currency are nat re-translated.

Exchange differences are recognised in profit or loss in the year in which they arise excepl for;

- exchange differences on foreign currency borrowing which are regarded as adjustments to interest costs,
where those interests costs qualify for capitalisation to assets under construction;

- axchange differences on fransactions antered into hedge foreign currency risks; and
exchange differences on loans fo or from a foreign operation for which settiement is neither planned nor
fikely to occur and therefore forms part of the nel investiment in the foreign cperartion, which are
recognised inally in other comprahensive income and reclassified from equity to profit or loss on disposal
or partial disposal of the net investment
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

5.4 Financial instruments
The Company classifies financial instruments, or thair component paris, on inital recognition as a financial
assel, a financial lisbility or an equity instrument Inaccordance with the substance of the contractual

arrangement. Financial instruments are recognised when the Company becomes a party to the contractual
provisions of the instrument.

Financial Instruments are recognised initially at fair value plus transactions costs that are directly attributebla
to the acquisition or issue of the financial Instrument, except for flinancial assets at fair value thrawgh profit or
loss, which are inttislly measured at fair value, excluding transaction costs

Financial instruments are derecognised on trede date when the Company is no longer a party ta the
cantractual provisions of the insfrumant,

5.4.1 Financial assets
Initial recognition and measurement of financial assets

Financial essels are classified, at inifial recognition, and subsequently measured at amortised cost fair value
through other comprehensive income (OCI), and fair value through profit or loss,

The classification of financial assets at initial recognition depends on the financial assel’s contractual cash
flow characteristics and the Company's business model for managing them. With the exception of trade
receivables that do not contain & significant financing component or far which the Company has applied the
practical expedient, the Company Initially measures a financial asset at its fair valus plus, in the case of a
financial assal not at fair value through profit or loss, transaction costs. Trade receivables that do not contain
a significant financing component or for which the COmpany has applied the practical expedient are measured
gt the fransaction price determined under IFRS 15,

a) Financial assets at fair value through profit or loss

Assets thal do not meet the criteria for amortised cost ar FVOC| are measured at fair value th rough profit or
loss. A gain or loss on a debt investment that is subseguently measured at fair value through profil or loss and
Is nat part of @ hedging relationship is recognised in profit or loss and presented net in the profit or loss
stetemen! within other gains/{lpsses) in the period In which it arses |nterest income from thesa financial
azzels s included in the interest incomea.

b) Financlal assets at fair value through other comprehensive income

Aseets that are held for collection of contractual cash flows and for selling the financial assets, where the
aseels’ cash flows represent solely paymenis of principal and interest, are measurad at fair value thraugh
other comprehensive income (FVOCH). Movements in the carrying amount are taken through OCI, except for
the recognition of impairment gains or losses, interest revenue and foreign exchange gains and losses which
are recognised in profit and loss. When the financial asset Iz derecognised, the cumulative gain or loss
previously recognised in OCI is reclassified from equity to profit or loss and recognised in other gains/{losses)
Interest income from these financial assats is included in finance Income using the effective Interest rate
method

¢} Financial assets carrled at amortised cost

Assets that are held for collection of contractual cash flows where those cash flows represent solely payments
of principal and interest are measured al amortised cost. A gain or loss on a debt investment that is
subseguently measured al amortised cost and is not part of a hedging relationship is recognised In profit or
loss when the asset is derecognised or impaired. Interest income from these financial assats & included in
finance income using the effective interest rate method,

5.4.2 Impairment of financial assets

5.4.2.1 Overview of the ECL principles

The Company assesses on a forward looking basis the expected credit losses (ECL) associated with its trade
recaivables, equily instrument and other debt financial assets not held at FVPL, together with loan
commitmenis and financial guarantee contracts, in this section all referred fo a3 financial Instruments’. The
impairment methodology applied depends on whether there has been a significant increase in credit risk since
Initial recognition,
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The measurement of ECL reflects an unblased and probability-weighted amount that i determined by
evaluating a range of possible outcomes, time value of money and reasonable and supportable information
that i& available without undue cost or effort at the reporting date about past events, current conditions and
farecasts of future economic conditions. Equity instruments are not subject to impairmeant under IFRS 8,

The Company recognises an allowance for expecied credit losses (ECLs) for all debt instruments not held at
fair value through profit or loss. ECLs are based on the difference between the contractual cash flows due in
accordance with the contract and all the cash flows that the company expects to receive, discounted at an
approximation of the original effective interest rate. The expacted cash flows will include cash flows from the
sale of collateral held or other credit enhancements that are integral to the contractual terms.

When securities classified as available for sale are sald or impaired, the sccumulated fair value adjustments

recognized in other comprahensive income are included in the income statement as net realised gains or
losses on financial assets

ECLs are recognised In two stagas. For cradit exposures for which there has not been a significant increase in
cradit risk since initial recognition, ECLs are provided for credit losses that result from default avents that ere
possible within the next 12-months {a 12-month ECL). For those credit exposures for which there has been a
significant incraase in credit rigk since initial recognition, & loss allowance & required for credit losses
expectad over the remaining life of the exposure, irespective of the timing of the default {a Metime ECL).

For trade receivables and contract assets, the Company applies a simpiified approach in calcutating ECLs.
Therefars, the Company dees not track changes in credit risk, but instead recognises a loss allowance based
on lifetime ECLs at each reporing date. The Company has established a provision mafrix that iz based on itz

historical credit loss experienca, adjusted for forward-looking factors specific to the debtors and the economic
arviranment.

5.4.2.2 Credit-impaired financial assets

The Company considers a financial asset in default when contractual paymenis are 360 days past due.
However, in cerain cases, the Company may ales consider a financial aszel 1o ba in default whean internal or
extarnal information indicates that the Company is unlikely to receive the outstanding contractual amaunts in
full before taking into account any credit enhancements held by the Company. & fimancial asset i written off
when therz is no reasonable expectation of recovering the contractual cash flows.

Al each reporling date, the Company assesses whather financial assels camied al emordised cost and debt
imgtruments carried al FVYOC! are credit-impalred. Financial assels are credi-impaired when one or more
events thal have a detrimental impact on the estimated fulure cash flows of the financial asset have ooourred.

Evidence thal a financial assel is credit-impaired includes the following:

- thare is significant financial difficulty of a customer {patential bad dabt indicatar);

- thereis & breach of contract, such as a defaull or delinguency ininterest or principal paymenis;

- the Company, for ecenomic or legal reasons relating to the Customer's financial difficulty, granting io the
Customer & concession that the Company would not otherwise considar.
it becomes probable that a counterparty’Custemer may enter bankruptoy or other financial reorganisation;

- there is the disappearance of an active market for a financial asset because of financial difficulties, or

- abservable data indicatas that there Is a measurable decrease in the eslimated future cash flows from &
Company of financial assets

# trade recefvable debt that has been renegotiated due o a detericration in the Customer's financial condition

is usually considerad 1o be credit-impaired unbess there iz evidence thai the risk of noi receiving contractual
cash flows has reduced significantly end there are no other indicators of impairment.
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5.4.2.3 Write-off

The Company writes off financial assets, in whole or part, when it has exhausted all practical recovery efforis
and has concluded there Is no ressonable expactation of recovery. Indicators that there is no ressonable
expectation of recovery include ceasing enforcement activity and where tha Company's recovery method is

foreclosing on collateral and the value of the collateral is such that thers is no reasonable expectation of
recovering in full

5.4.3 Financial llabilities

6.4.3.1 Initial recognition and measurements

Financial liabilities are classified. at initial recognition, as financial liabilities at fair value threugh profit or loas,
loans and borfowings, payables, or as derivatives designated as hedging instruments in an effective hedge, as
appropriate

All financial liabilittes are recognised initially at fair value and, in the case of loans and borrowings and
payebles, nel of directly alfributable transaction costs.

The Company's financial labilities include trade and other payables, loans and bormowings incheding bank
overdrafts.

5.5 Trade and other receivables

Trade receivables are stated at fair value and subsequently measured at fair value threugh profit or kss, less
provision for impairment. Impairment therean are computed using the simplified IFRS § Expectad Cradit Loss
(ECL) Model, where the receivables are aged and probability of defautt spplied on each aged bracket. Trade
receivables meet the definition of financial assets and the carrying amount of the trade receivablas
approximates their fair value.

Fair value which is determined for disclosure purposes is calculated based on the present value of future
principal and interest cash flows, discounted at market rates of Interest at the reparting date. For trade and
other creditors with a remaining life of less than ene year, the naotional amount is deemed to reflect the fair
value,

5.6 Effective Interest method

The effective inferest method is @ method of calculating the amortised cost of a financial instrument and of
allocating Interest income or expense over the relevant year. The effective interest rate is the rate that exactly
discounts estimated future cash receipts or payments (including all fees on points paid or received that form
an integral par of the effective interest rate, transaction costs and other premiums or discounts) through the
expectad life of the financial instrument, or where appropriate, & shorier year, Income and expense is
recognised on an effective Interest basis for debt instruments other than thosefinancial instruments “at fair
value through profit or loss”,

5.7 Cash and cash eguivalents

Cash equivalents compnse short-term, highly liquid invesiments that are readily converible into known
amounts of cash and which are subject to an insignificant riskof changes in value. An investment with a
maturity of three months or less is normally classified as being short-term.

6.8 Trade and other payables
Trade and other payables are stated at their original invoiced value. The Directors consider the carrying
amount of other pevables to approximate their fair value.

5.9 Loans and borrowings

5.8.1 Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying assat
are capitalised as pari of the cost of that azzel Other borrowing costs are expensed in the year in which thay
ara incurrad.

After initial recognition, interesi-bearing loans and borrowings are subsequently measured al amarlised cost
using the Effective Interest Rate (EIR) method. Gains and losses are recognised in the income statement
when the liabiilies are derecognisad ag well @5 through ihe EIR amortisation process.
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Amortised cost = calculated by taking inte account any discount or premium on acquisition and fees or costs

that are an integral parl of the EIR. The EIR amordisation ig included as finance costs in the income
slatemeant.

£.9.2 Derecognition

A financial liabllity ks derecognised when the obligation under the liability is discharged or cancelied or expired.
When an existing financial liability is replaced by another from the same lender on substantially different
tarms, or the terms of an existing liabilty are substantially modified, such an exchange or modification s
treated as the derecognition of the original liability and the recognition of a new lizbdity, The difference in the
respective carrying amounis & recognised In the income statament.

£.9.3 Offsetting of financial ingtruments
Financial assets and financial liabilities are offset and the net amount is reported in the statement of financial

position if there is a currently enforceable legal right to offset the recognised amounts and there is an intantion
to settle on & net basis, or o realise the assets and settle the labiites simultanecusly

£.10 Share capital
Crdinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary shares

and share oplions are recognised as & deduction from equity, net of any tax effects and costs directly
gliributable 1o the issue of the instrument.

5.11 Taxation
Income tax for the year is based on the taxable income for the year. Taxable Incomea differs from profit as

reported in the statement of comprehensive income for the year as there are some ilems which may never be
taxable or deductible for tax and other items which may be deductible or taxable in other years.

The Company offsels the tax assets anising from withholding tax credits and current tax liabilities if, and only if,
the enlity has a legally enforceable right 1o set-off the recognised amounis, and it intends to either settle on a
net basis, or 1o realise the assel and seiile the liability simultaneously, The tax assel s eviewed al each
reporting date and written down o the extant that it i no longer probable that future economic benefit would
not be realised,

Defarred tax is the future tax consequences of temparary differences betwesn the camying amounts and fax
bases of aszels and labilities shown on the statement of financial position. Deferred tax assels and liabilites
are nof recognised i they arise in the following situstions: the initial recognition of goodwill; or the inifial
recegnition of assets and liabilites that affect neither accounting nor taxable profit. The amount of deferrad tax
provided is based on the expectad manner of recoverny or settiement of the camying amount of assels and
liabilities, using tax rates enacted or substantially enacted at the statement of financial position date,

The Company does nof recognise deferred tax liabities, or deferred tax assets, on temporary differences
associated with investmenis in subsidiaries, joint ventures and associates where the parent company s able
to coniral the timing of the reversal of the temporary differences and it is nol considered probable that the
temporary differences will reversa in the foresesable future, It is the Company’s policy to reinvest undisiributed
profils. ariging in Company companies

A deferred tax esset is recognised only to the extant that it is probable that future taxable profits will be
available againzst which the asset can be ulilised

Deferred tax assets are recognised for unused fax losses, unused fex credits and deduclible temporary
differences o the extent that it is probable that future taxable profits will be avallable against which they can
be used Future taxable profits are determined based on the reversal of relevant taxabie temporary
differences, If the amount of taxable temporary differences is insufficient to recognise a deferred tax asset in
full, then future taxable profits, adjusted for reversals of existing temporary differences, are considered, based
on the business plans approved by the board for the Company,
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Deferred tax assets are reviewed at each reporting date and are reduced fo the extent that it is no longer
probable that the related tax benefit will be realised; such reductions are reversed when the probability of
future taxable profits improves, Unrecognised deferred tax assets are reassessed al each reporing date and
recognieed fo the extent that it has become probable that future taxable profits will be availabie against which
they can be usad,

Daferred tax is measured at the tax rates that are expacted to be applied to temporary differences when they
reverse, using tax retes enacled or substantively enacted at the reporting date. The measurement of deferred
fax reﬂeﬂs the tax consequences that would follow from the manner in which the Company expects, st the
raporting date, to recover or selfle the camying amount of it assets and liabilities,

Deferred tax assels and habilities are offset only if certain criteria are met.

5.12 Inventories
Inventories consist of spares and consumables for the plants and are measured at the lower of cost and net
realisable value. The cost of inventories is based on the First-in, First-out {(FIFO) cost principle, and includes

expenditura Incurred in acquiring the invenlones, production or conversion costs and other costs incurrad in
bringing them fo their existing lecation and condition

Mat realisable value is the estimated salling price in the ordinary course of business, less the estimated costs
of completion and selling expanses.

The production costs comprise direct materials, direct labour and an appropriate proportion of manufaciuring
fixed and varable overheads

Impairment allowance is made for obsolete, slow moving of defective items where approgpriate.

5.13 Employee benefits
The Company operates both defined contribution plans and defined benefit plans,

5.13.1 Defined benefit plan

A oefined benefit plan is a post-amployment benefit plan other than a defined contribution plan. The
Company's net sbligation in respect of defined benefit post-retirement plans is calculated separately for each
plan by estimating the amount of future benefit that employees have earned in return for their sarvice in the
current and prior years; that benefit is discounted to determine its present value and any unrecognised past
service costs and the fair value of any plan asssts are deducted. The discount rate is the yisld at the reporting
date on government bonds that have maturity dates approximating the terms of the Company's obligations
and that are denominated in the same currency in which the benefits are expected to be paid. The calculation
is performed annually by & qualified actuary using the projected unit credit method. VWhen the calculation
results in @ benefit 1o the Company, the recognised asset is limited to the total of any unrecognised past
sarvice cosls and the present value of economic benefils available in the form of any future refunds from the
plan or reductions in future contributions to the plan. In order to calculate the present value of economic
benefits, consideration is given to any minimurm funding requirements that apply to any plan in the Company.
An economic banefit is available to the Company if it is realisable during the e of the plan, or on setflement
of the plan labilities. When the benefits of & plan are improved, the porion of the increased benefit related 1o
past servica by employees is recognised in profit or loss on a straight-line basis over the average year until the
benefits become vested. To the extent thal the benefils wves! immediately, the expense is recognised
immediately in profit or loss.

§.13.2 Defined contribution plan

& defined contribution plan is & post-employment benefil plan under which an entity pays fized contributions
into a separate antity and will have no legal or constructive obligation to pay furher amounts. Obligations for
cantributions to defined confribution pension plans are recognised as an employes benefit expense in profit or
kxss in the vear during which senvices are rendered by employess. Contributions to a defined conlribution plan
that is due more than 12 months after the and of the year in which the employess render the sanice ae

dizscounted o their present value. In relation to the defined contrbution plan, the Company has in place the
Pension fund schama
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§.13.3 Pension fund scheme

In accordance with the provisions of the Pension Reform Act, 2014, the Company has instituted a Confributory
Pension Scheme for its employees, where bath the employess and the Company contribute 8% and 10%
raspeciively of the employee's emoluments (basic salary, housing and transport allowances). The Company's
contribution under the scheme is charged to the income statement while employee contributions are funded
through payroll deductions.

6.13.4 Terminal benefit

Termination benefits are recognised as an expensa when the Company is committed demonsirably, without
realistic possibility of withdrawal, to a formal detailed plan fo either terminate amployment before the normal
retirement date, or fo provide termination benefits as a result of an offer made to encourage voluntary
redundancy, Termination benefits for voluntary redundancies are recognised as an expense if the Company
has made an offer of voluntary redundancy, it is probable that the offer will be accepted, and the number of
acceptances can be estimated refiably. If benefits are payable maore than 12 months afler the reporting year,
then they are discounted to their present vaiue.

§.14 Provision and contingencies
5.14.1 Provisions
A provision is recognised f, as a result of a past evanl, the Company has a present legal or constructive

sbligation that can be estimated reliably, and it is probable that an outfliow of economic benefits will be
reguired to settle the obligation

5.14.2 Contingent liabilities
Centingent liabilities are possible obligations whose existence will only be confirmed by future events not

£.14.3 Contingent assets

Contingent assets are possible asssts that arise from past events, whase existence will be confirmad anly by
the occumence of non-occurrence of one or more uncertain fulure events not wholly within the control of the
entity. Contingent assets are only disclosed when an infiow of sconomic benefit is probable. Assel 5
recognised when the realisation of income is virlually cartain, in which case the related asset is no more
contingent.

5.15 Income Recognition under I1AS 18 - Revenue - Accounting policies applicable prior to 1 January,
2018

5.15.3. Sale of services

Revenue from sale of services in the course of ordinary activities s measured al falr valpe of the consideration
received or receivable, net of returns, trade discounts and volume rabates.

Revenue from energy sold and capacity charge are measured on maonthly basis using the regulated rates in
the Multi year Tariff Order Il 2012-2017 (MYTO I} and the minor rale reviews of the Nigerian Electricity
Regulatory Commission {NERC), net of energy and capacity import and grid transmission Marginal Loss
Factor (MLF) of 8.05% of energy sent out.

Energy generated in addition to the associated availabhe capacity are sent out through Transmission Company
ef Migeria (TCN) represented by the Operator of the Migesian Electricity Market (ONEM) also known as the
Markat Operator (MO}, The Markel Operator In turn will issue menthly settlement statements for energy and
capacity delivered, The final settlement stalements issied by MO are used fo involce the bulk purchaser, the
MNigerian Bulk Electricity Trading Plc {NBET)

Energy generated are measured on hourly basis hence, could not be stored. They are therefore sent out
thraugh the National Grid to the Discos and then to tha final consumers, The final consumers pay the Discos,
than Discos remit to the Market Funds, now managed by NBET, where all the markel parficipanis are
subsaguently peid by NBET depanding on fund avallability

The Regulator, NERC have changed the prolonged Tules years to the Transitional Electricity Market (TEM)
although not effective, from Febuary 1. 2015, During the effective Transitional Electricity Market (TEM) year,
100% revenue are expected to be guaranteed from the Nigarian Bulk Electricity Trading Plc (NBET).
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Minar rate reviews are camied out twice in & year - June 1 and Dacember 1 avery yaar to take care of changes
in the exchange rate, inflation rate, gas price, generation capacity and revenue reguirements. The last minor
rate review wes cared by Nigerian Electricity Regulatory Commission (MERC) in Decembar 2015 but
affective Fabruary 1, 2016

MEET has reviewed the Thermal Gencos wholesale tanff based on USD3.30/Mscft effective Februany 1, 20186,
The base tarfl used were as follows: Energy N10,082Mwh and Capecity Charge N5 101/Mwh subgect to
indexation on the basis of change in the CBN Exchange Rate adjusted monthly as provided in the Bulk Powear
Purchase Agreement Effective April 1, 2016,

5.15.b. Revenue from contract with customers - Accounting policies applicable from 1 January, 2018
Revenue from sale of energy and capacity charges
Revanue arises mainky from the sale of energy and capacity charges,

To determine whether fo recognise revenue, the Company follows a 5-step process:
1 ldentifying the confract with a customer

2 Identifying the pedformance cbligations

4 Determining the ransaction prica

4 Allpcating the fransaction price to the performance cbiigations

§ Recognising revenue when/as performance obligation{s) are salisfied.

The transacton price for a contract excludes any amounts collected on behalf of third paries. Cuslomers
abtain contral of services when the services are delivered fo the national grid and have been accepled and
revenue is recognisad at that point in ime. Invoice ara usually payable within 45 days by NBET

The Company recognises contract lisbilities for consideration received in raspect of unsatisfied performance
obligations and reports these amounts as contract liabilities in the statement of financial position, Similarly, i
the Company satisfies @ performance obligation befare it receives the consideration, the Company recognises
gither & confract assel or a trade receivable in its statemeni of finencial position, depending on whather
something other than the passage of time is reguired before the consideration is due

£.18 Finance income and finance costs

Finance income comprises of Interest income on funds invested. Interest income is récognisad as it acorues in
prafit or logs, using the effiective inferest method.

Finance cosis compnse interest axpense on borrowings. Borrowing costs that are not directly attributable to
the acquisition, construction or production of a qualifying assat are recognisad in profit or loss using effective
interast method,

Foreign currency gains and losses on financial assets and financial liabilities are reporied on a net basis as
gither finance income or finance cost depanding on whether foreign curency movements are in a net gain or
nel loss position

6.17. Deferred fair value gain on loan

Deferred fair valye gain on lcans are not recognised until there is ressonable gssurance that the Company will
comply with the conditions attached fo them and that the gains will be received. Deferred fair value gain on
loans are recognised in profit or loss on a systematic basis over the years in which the Company recognises
as expenses the related costs for which the gains are intended to compensate Specifically, deferred fair value
gain on lcans whose primary condition is that the Company should purchass, construct or otherwise acquire
non-current assats are recognised as deferred revenue in the statement of financial position and transferred
to profit o loss on & systematic and rational basls over the useful lives of the relaled assets. Deferred fair
value gain on loans that are receivable as compensation for expenses or losses already incurred of for the
purpose of giving immediate financial suppont to the Company with no fulure retated costs are recogmised in
profit or loss in the year in which they become receivable The benefit of a deferred fair value gain on loans at
a below-market rate of interest is reated as & deferred fair value gain on loans, measured as the difference
between proceeds received and the falr value of the loan based on prevalling market interest rates. The
amounl recognised as deferred fair value gain on loan is recognised in profit or loss over the year the related
expanditure is incurred,
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5.18. Earnings per share
The Company presents basic earnings per share data for its ordinary shares.
Basic esmings per share |s calculated by dividing the profit or koss attributable to ordinary shareholders of the

Company by the weighted average number of ordinary shares cutstanding during the year, adjusted for own
shares heid

6. 19 Determination of fair values

A number of Company's accounting policies and disclosures require the determination of fair value, both for
financial and non financial assets and liabilities. Fair value is the price that would be received to sell an asset
or paid to transfer a lisbility in an orderly transaction between markel participants at the measuremant date,
regardless of whether that price is directly observable or estimated using another valuation technigue. In
estimating the fair value of an asset or a liability, the Company takes info account the characteristics of tha
asset or liability that market paricipanis would take Into account when pricing the sssel or llability at the
measurement date, Fair valua for measurement andlor disclosure purposes in these and separate financal
statements is determined for measurement and ! or digclosures purposes based on the following methods

When applicable, further information about the assumptions made in determining falr values is disclosed in the
nates specific to that asset or liability

5.19.1 Trade and other receivables

Trade receivables are stated at fair value and subsequently measured at fair value through profit or loss, less
provision for impairment. Impairment thereon are computed using the simplified IFRS 9 Expecled Credit Loss
{ECL) Model, where the receivables are aged and probability of defeult applied on each aged bracket. Trade
receivables mest the definiion of financial assets and the carrying amount of the trade recsivables
approximates their fair value.

&, 20 Financial risk management

DOverview

The Company's Risk Managament Unit oversess risk management function for the Company using Forte Cil
Ple Company Enterprise Risk Management framework that focuses on business risk and internal controls
taking an entity leval portfolio view of risk with the objective to protect and enhance each entity's value and by
extension the Company's value, Risks are an Inevitable consequence of being in business, thus the Risk
Management Unit designs policies; processes and procedures that will enable # to achieve an approprate
balance between risk and return. Risk managemant activities are applied across the anterprise at every level
from strategy settings to all sources of value. It is & continuous process and includes an element of corporate
governance, |t promotes efficient and effective assessment of risk, increase risk awareness and Improves the
management of risk throughaout the company. This includes anticipating and avolding threats and losses as
well as idantifying and realizing opportunities.

5.20.1 Risk managemant framework

The Board of Directors at the apex exercise and assume uitimate authority and responsibility for the corporate
risk management The Board oversees risk management through the foliowing committees: Board Risk
Commitiee. Board Govemance Committes and Board Audit Committes. The Board alse ensures a regular
raview of the effectiveness of the Enterprise Risk Management Framewerk undartaken by the company.,

i The Board has established the Board Risk Management Committes (BRMC) which is responsible for
developing and monitoring the Company's risk management pelicies and also ensures that the rigk
management policies are integrated in the Company’s culture, The BRMC through the Management Risk
Committes gains assurance thal business risks are managed lo within the desired appelite, and receives
notification of material breaches The committee alss approves credit transactions above management's
authority bevels  The committes reports quarterly 1o the Board of Directors on its activities,
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ii. Management Risk Committes s a Management Committee of the Company headed by Risk Management
Unil. The committes reviews the risks inherent within the business and ensure that they are capturad
appropriately within the business risk profile. The committee monitors residual risk exposures and provides
assurance as o adequacy of controls implemented to manage rigks to the agreed level of appette. The
commilies also reviews risk palicies and ensures implementation

iii. Risk Management unit provides central coordination and oversight for all risk management activities across
the Company to ensure that the full spectrum of risks are identilied, measured. monitored and controlled

. Executive Management Committee (EXCO) is responsible for review of investments and projects proposal
and exercise of management's delegated authority for investmen! and project approvals. Also, the EXCO
actively supporis implementation of a strong risk aware culture in GPP as well as operates appropriate
controls on a timely basis to manege the business rishks

v. The Company's risk management policles are established fo identify and analyse the risks faced by the
Company, to set appropriate risk limits and controls, monitor risks and adherence fo risk limits. Risk
menagement policies and systems are reviewed regularly to reflect changes in market conditions and the
Company's activilies. The Company, through is procedures, management standards and trainings, &ims fo
davelop a disciplined and constructive control environmant in which all employees understand their roles
and obligations.

The Board Audit Committes oversess how management monltors compliance with the Company's risk
management policies and procadures, and reviews the adeguacy of the risk management framework in
redation to the risks faced by the Company. The Audit Commitiee is assisted in its oversight role by Business
Assurance and Complianca (BAC). BAC underakes both regulsr and ad hoc reviews of risk management
controls and procadures, the outcomes of which are reporied to the Audit Committee regularly.

The Board Governance Committee assists the Board in fulfilling its responsibilities in relation to Corporate
Gavernance & remuneration matters by ensuring the company mests the legal and regulatory requirements,
thus protecting the Company from incurring operational and reputational liabilities that can affect the
achlevement of goals and objectives.

The company has exposure to the following risks from its use of financlal instruments:
= Credi rigk

Liquidity risk
«  Dperational risk

§.20.2 Credit risk

Cradit risk is the rigk of financial loss o the Company If a customer of counter-parly 1o & financial instrument
fails to meet its contractual obligations, and arises principally from the Company’s racelvables from customers
and investment securities.

The credit risks are managed within @ framework of credit policies, guidelines and processes which are
described in more detail below:

5.20.3 Trade and other receivables

Trade recaivables are stated at fair value and subsequently measured at fair value through profit or loss, less
provision for impairment. fmpairment thereon are computed uging the simplified IFRS 9 Expected Cradit Loss
(ECL) Model. whera the receivables are aged and probability of default applied on each aged bracket, Trade
receivables meet the definiion of financial asseis and the camying amount of the trade recelvables
approximates their fair value.

5.20.4 Allowance for Impalrment losses

The company established allowance for impairment |oss provision by computing using the simplified IFRS 3
Expected Credit Loss Model, where the recelvables are aged and probability of default applied on each aged
bracket. Trade receivables meet the definition of financial assets and the carrying amount of the trade
receivables approximates their falr value.

22



GEREGU POWER PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

5.20.5 Investments
The Company limits its axposure to credit risk by investing only in lquid securifies and with counter parties
that have a credit rating. Management actively monitors cresit ratings and given that the Company only has

invested in securities with high credit ratings, management does not expect any counter panty ta fail to meet
iz obligation,

5.20.6 Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations associated with
itefinancial Kabilities that are setiled by delivering cash or anotherinancial asset. The Company’s approach to
managing liquidity is to ensure, as far as possible, that it will always have adequate liguidity to meet its
liabiliies as and when due, under both normal and siressed conditions, without incurring unaccaptable losses
of risk damege to the Company’s reputstion.

The Company manages its liquidity process by:

* Day to day funding. managed by monitonng future cash flows to ensure that requirements can be met
* Monitoring balance sheet liguidity ratios against internal requirements.

* Managing the concentration and debt profile

* Daily matehing of funds by assets and labilty managers.

The Company ensures that it has sufficient cash on demand to meet expacted operational expenses of 60
days, including the servicing of financial obligations this excludes the potential impact of extremns
circumstances that cannot reasonably be predicted, such as natural disasters.

5.20.7 Interest rate risk

The Company’s interest rate is fixed al 7% per annum

The Company got Central Bank of Migeria's approval for the Power and Aviation Interventian Facility {PAIF)
through the Bank of Industry (BOIVFirst Bank of Nigeria Limited within the VEar,

At the reporting date, the interast rate profile of the Company Interest-bearing financial liabilities was-
Secured bank loan 7%

Notes 28 and 27 highlighted the barrawing for the reporiing year,

5.20.8 Operational rizk

Operational risk = the risk of direct or indirect Ines ariging from & wide variety of causes associated with the
Company’s processes, personnel, technology and infrastructure, and from extermnal factors ather than credit
and liquidity risks such as those arising from legal and regulstory requirements and genarally accepted
standards of corporate bahavicur. Operational risks arize from all of the Company’s operations.

The Company's objective is to manage operational risk so as to balance the avoidance of financial losses and
damage to the Company's reputation with overall cost effectivenass and 1o avoid control procedures that
restrict initiative and creativity. The Primary responsibility for the development and implementation of contrals
o acdress operstional risk is assigned to senior managament with each business unit. This responskhility is
supported by the developmen! of overall Company standards for the management of operational risk in the
following areas:

* Reguirement for appropriate segregation of duties. including the independent aulharization aof
iransachons/processes,

Reguirements for the reconciliation and monitering of transactions.

Compliance with regulatary and other legal requirements

Decumentation of controls and procedures

Requirements for yearly assessment of operational risks faced, and the adequacy of controls and
procedures to address the risks identified.

* Requirements for the reporting of operational [osses and proposed remedial action

* Development of contingency plans

* Training and professional development

* Ethical and business standards

= Risk mitigation, including insurance when this is effective.
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Compliance with Company standard IS supported by a programme of yearly reviews undertzkan by Business
Assurance and Complance. The resufts of BAC raviews are thscussed with the management of the the
gepartment 1o which they relate with summarnies submitied 1o the Audit Commites and Executive hanagerment
of the Company

5.20.9 Capital management

The Soards policy is to maintain a sfrong capital base, in order to maintain imvestor, creditor and market
canfidance ang to sustaln future developmant of the husiness. The Board of Directors monitors the retum on
capitel, which the Company defirias as result fram operating activites divided by tatal shareholders’ equity,
axcluding non-redeamable preferenca ehares and noncontrolling interests. The Board of Directors also
maniiora the level of dividends to ardinary shareholders.,

The Baard se=«s [ malntain a balance betwaan the higher relums that might be possible with higher levels of
parrawings and the advantages and security affarded by & sound capital position, The Compary does not
have @ gefined anare buy-back pian

The company 3 debt to capital ratlc at the end of the year was as follows!

31-Dec-18 31-Dec-18
M'ooo BOO0
Taotal ligkilities 34,667,229 22 613 B46
Toial asssls BT.,di'lHIE‘lE g 072 432
Gearing rafic et year end 5% 23%
The Campany'e capital structure (Linit of shares) during the year Was as
foilows:
MN'000 % 000
pmaenan Powsr Distribution Company Limited §,000,000 g0 5,100,000
Bureai of Public Enferprisas 1,020,000 10.2 3,920,000
Ministry of Finance Incorporated 980,000 8.8 Pa0,00%
10,000,000 10,000,000
— =pifrl —— 3
6. Revenua
Erargy soid 27,326,TES 22 BE2.162
Capacity chargs 14,837,253 12,343,810
42,164,038 35,005,872
7. Cost of sales
Gas supply and rEnsporiatan 2, Te2 465 18,206,067
Pian: depreciaian 4,093,730 3,368,084
25&55.955 21,604,141
Gross profii 15!3031053 13.4D1|E-31
Gross profit Margin oL 38%
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1 Dec-19

i W000
8. Other income
Foreign exchange gain realised (Mote B} 38,221 45 439
3ain on Sales of Fixed Asseis . 154
Galns on disposal of scrap batteries, vehicles and gas condensates 4913 -
Business Interruption Insurance cleim (Mote 8.2) 284,304 -
Pravision no longer required on trade recelvables (Note 8.3) 507,636 -

1,11 Elﬂ'd 45,583

B.1 This represents transactional gains of foreign exchangé on revenus eamed from doliar inflows.

8.2 This respresents the sgreed Business Intefruption claim racelvable from Leadway Assurance on GT11
star-up problems between January and May 2017,

8.3 Provision no longer required represents the reversal of the dicounted trace receivables due o re-
measurement of e expected cradit logs as at 31 December 2018.

31-Dec-13
N000 WO00
8, Administrative expansaes
Repairs and maintenance of plant and machinery 232,363 230,806
Energy impart and regulatory charges 7191 12417
Farsanne! cost (Note 5a) 567,155 4756168
Dapraciation and amortization expenses 80,858 B7 004
Plant and machineny insuranod 283,650 340,887
Postages, printing and stationery 3162 4 998
Rent and raies 5,347 183,638
Other rapalrs and maintanance expenses 7,787 B OBE
Telephona and Intemel expanses 37,231 31,780
Market development, promations and advertisament 44,986 G254
Transport and travel costs 174,916 117,633
Legal fees 12,128 B.583
Cleaning, safety and security expenses 68,838 54,837
Audit fass 5,000 5,000
Board meating expenses 7.604 12,218
Prafessional and consulisncy fees 212,475 80,308
Other insurance BXpenses 8,068 3,7r0
Bank chargess 11,013 13,081
Directars' fees and allowances 502,920 408,563
Discounted trade receivable expense - 5,167,804
2,263,683 5,268,276
] -
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Sa) Personnel expenses

Salares, wages and allowances

Medical expensas

Contributions to pension fund scheme

Defined benafit plan - current sarvice cost (Mote 19)
Training, recruitment and cantean expenses
Contract manpower

Other personnel expensas

10. Finance income and cost

10.1 Finance income

Interest income on bank depasits (Note 10.1)

Other interest income (Mota 10.2)

Other income from governiment grant on loan (Mote 10.3)

Interast income

10.2 Finance cost
Interast expense on bank koan (Mote 10.1)

ket finance Income

3-Dec-19
W00

212 463
8,137
13,407
45 817
217,211
46,998

22122

567,155

294,290

454,032
748,322

333,935
414,387
= = =

W00

206,821
B 646
13,837
2,740
173,337
41,580
28 855

475,616

131,104
1.326,525
454 032

1,812,081

64,070
1,227,991

10.1 Interest income represents income earned on bank deposts while interest expense represents charges

paid on term loan wutilised during the year.

10.2 Other interast income represants interest earned on other financial assels carred al amorised cost

10.3 Other income from Government grant on loan represents fair value gain on below the market interest

rates in line with 1AS 2014 provisions.
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31-Dec-18
000 000
11. Taxation
11.1 Tax expensa
Eack duty assessment charged:
Income tax 35 906 -
Education tax 1,863 -
Current year tax provision:
Income tax - 324 426
Educatian tax 373,017 73,391
Police trust fund levy 760 -
Prior year under provision 16,911 -
Tax provision na langer reguired (12,408) (178,573
416,048 221,244

Deferred tax (Note 11.3) 4,744,902 (1,843 820}
Total income tax expensel{credit) ﬁi"iﬂnrﬂsn [1,622 578)
Reconcliliation of income tax expense to accounting profit:
Proft before tax 15,553 821 9411139
Tax calculated wsing the domestic corporation tax rate of 30% (30
December 2018: 30%,) 4,666,146 2823342
Mon-taxable ploneear profits = {235 365)
Mon-deductible expensas [2,686,622) -
Tax provision no longer required (12,409} {176.573}
Effect of education tax levy 37307 73,301
Effect of Income tax 35,908 324 426
Deferred tax 4,744,902 {1,843,820)
Capital allowance relief (2,068,950} (2 587 972}
Income tax expense/{credit) recognised In profit or loss 5,160,950 (1,622,578)

The charge for Income tax in these financisl statements is based on the provisions of the Companies
Income Tax Act, CAP C21 LFN 2004 as amended, The charge for education tax is based on the provisions
of the Education Tax Act CAP Ed4 LFN 2004 Deferred Income tax are calculated on all temporary
differences under the liability method using an effective tax rate of 30% (2018:30%). This is in line with
International Accounting Standard (1&3) 12.

The tax rate used for the 31 Dacamber 2019 reconciliation given abave |s at the current stetutory rate of
30%, which iz payable by corporate antities on taxable profits under tax law in its jurisdiction,

®'000 H'000
11.2 Current income tax liability
At 1 January 387,816 261,792
Current tax provision 416,043 221,244
Paymaent in the year (452,496) (85,220)
At 31 December 361,368 387 8186
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000 W000

11.3 Deferred tax asset

At 1 January 4,535,442 2691622
Charge (4,744,902) 1,843,820
At 31 December ___|=209.460) 4,535 442

_ =

11.4 Analysis of deferred tax (liability)/asset

Deferred tax assats at 1 January 4,535 442 2,691,622
Property, plant and equipmant (4,744 .412) 1,843,330
Lang-term employes benefits (490} 450
Recognised deferred tax (lability)Vasset 209,460 4 535 442

12. Earnings per share
a) Basic earnings per share

The company’s basic earnings per share of 81,015.25 (31 December 2018: M1.103.37) iz based on the
profit attributable to ordinary shareholders of 810, 183billion {31 December 2018 N11 D34bilon}, and an the
10.000.000 (31 December 2018: 10,000,000 ordinary shares of 50 Kobo each, being the weighted avarage

number of ordinary shares in issue during the current and preceding years.

J1-Dec-19
#'000 w000

Profit attributable to ordinary shareholders
Profit far the year 10,392 871 11,033,715
Profit attributable to ordinary shareholders 10,392,871 11,033,716

| — ———u=
Weighted average number of ordinary shares
Issued ordinary shares at 1 January 10,000 10.000

Issued ordinary shares at 31 December 10,000

Basic/diluted eamings per share in (M) 1,035,249
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GEREGU POWER PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

31-Dec-19 1 31-Dec-15 |

000 000
14. Intangible assets
The movement on this account in the year was as folbows:
Cost
AL 1 January 27,348 27 348
Additions 26,061 -
At 31 December 53,409 27, 348
Accumulated amortisation
At 1 danuary 25,351 25,281
Charge 2,800 570
At 31 December 29,151 26,351
Carrying amount 24,258 987

g} Intangible asseis represent the computer software used by the Company.

b) The amortisation of intangible assel recognised In the adminsirative expenses in the statemant of profit o loss
and other comprahansive income s B2,800,000 (31 December 2016 : #870,000).

¢} Mo impairment charge on intangible asset during the year.

d} Mo lien on the intangible assats of the Company at 31 December 20158,

15. Defarred tax assets
a) Recognised deferred tax assels
Deferred tax assets and liabilities are atiributable io the following

Liailitics
2019 2018 2018 2018 2019 2018
w000 W00 W00 W00 W00 B0
Froperty, plant and equipment - 4,534,852 208,460 - (4,744,412} 4,534 052
Other liabilities - 440 - - (490} 480.00
- 4535442 209,460 . (4,744,902) 4536 442
Recognized TR
in profit or Hc'f‘ﬂﬁr:'_"md
1-Jan-19 loss o 31-Dec-19
W00 B'000 W'000 B'000
b) Movement in temporary differences during tha
yoar
Property, plant and equipment 4,534 852 (4744413 . 4,744,412}
Other lighilties 430 490 . (490)
4535442 (4,743,922} - {4,744,902)

The charge for income tax in these financial statements is based on the provisions of the Companies Income Tax
Act, CAP C21 LFN 2004 as amended. Tha charge for education tax |5 based on the provisions of the Education Tax
Act, CAP E4 LFN 2004. Deferrad Income tax are calcudated on all temporary differences under the llability method
using an effective tax rate of 30% (2018:30%). This is in line with International Accounting Standard (IAS) 12
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31-Dec-18
H'000 BT00
16, Inventories
Spares, tools and consumables (Note 16.1) Bﬁ'gﬂﬁ 708,658
X

#'000 W00
17, Trade and other receivables
Trade receivables (Note 17.1) 47,842 145 35,212 660
Dwe from related party (Note 17.2) 1,851,068 8,598 710
Staff loans and advance 52,689 BH 606
48,745 902 43 807 576
Impairment allowance (Note 17 3 {2,660,258) (3.167,894)
47 085, 644 40,740,082
_ =l;h=,.

17.1 Trade receivables represent outstanding balances from manthly Energy Sold and apacity Charged to
the Transmission Company of Nigeria i e Total monthly final Settlement Statements less payments received
to date from Market Operator and Migerian Bulk Electricity Trading Pic effective from Movember 1, 2013
ard February 1. 2015 respectively to date.

There |s also @ Power Purchase Agreement (FPA} between Geregu Power Pic and the Migerian Bulk
Electricity Trading Plc(NBET) that guarantees 100% payment for Energy and Capacity. At the effectiveness
of the PPA, Geregu is empowered 1o call up the Bank Guarantee from NBET for the outstanding balances.

The Federsl Government of Nigeria has also put in place, the extended Payment Assurance Facility of
NG00bn to pay 100% of all energy and capacity invoices from January 2018 to June 2020, Subsequent to
the year end, the company has received the sum of W7.075,832 26

17.2 Related parly receivables represent the intercompany payments to Amperion Power Distribution
Company Limited.

J1-Dec-19
000 HOoo
17.3 Impairment allowance
Al 1 January 3167 894 -
Impairment during the year = 3167 804
Writeback during the year {507,636) -
At 31 December 2,660,258 3,167,854

Trade receivables are stated at fair value and subsequently measured at fair value through profit or loss,
less provision for impairment. Impairment thereon are computed using the simpified IFRS 8 Expected
Credit Loss (ECL) Model, where the receivebles are aged and probability of default applied on each aged
bracket Trade receivables meet the definition of financial assets and the camying amount of the trade
recefvables approximates their fair valua.
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17.3.1 Discounted trade receivables

Considering the time value of money, the Company's management has cansidered the discounting of the
net trade receivables that are not expected to be collected immediately. Discounting requires astimating the
date of collection and the actual armounts that will be collected and determining an appropriate interast rate
tp use. The Company uses its present cost of borrowing (Le. 17.24%) as the dizcount rate on the
autstanding net trade receivable.

Following the shift from the discounting of trade receivables o the application of impairment on Trade
recalvables using the Expected Credit Loss Madel in line with the requirements of IFRS 8, the Company
achieved a write back in the sum of N507 635,834 60.

The amount of NS0T 635,834.60 was written back to other income of the statement of profit or loss (31
December 2018 : N3 167,893,851.57 was recognised in the adminisirative expense of statement of prafit or
joss) and N2,660,258,026.87 (31 December 2018 - N3,167,893,861.57) represanting the Impairment
allowance has been recognised in the statement of financial position,

§&"000 B000
18, Other current assets
Prepaymeanis 153,144 158,164
Interest receivable 3,066 14,407
Withholding receivable on interest income 4,101 1,854
Insurance claim receivable 154,084 -
Provigion for insurance claim recenable ]154!{1341 -

160,311 174,525

48. Cash and cash equivalent consists of balancas with banks
and investments in money market instruments.
Cash and cash equivalents
Cash at bank 186,694 38,189
Short-term deposit 1,000,000 745,000
As per statement of cash flows 1.1BEIEEH 783,188
20. Equity and reserves
204 Authorised Ordinary shares:
20,000,000 ordinary shares of 50k aach 1D£W 10,000
20.2 Issued and fully paid ordinary shares of 50k each
10,000,000 ardinary shares of 50k each 5,000 5.000
21, Retained eamings
Retained earnings represent the carried forward recognised
income net of expensas pius current period's result attributable 1o
shareholders,
Al 1 January 76,453,532 65,418,817
Profit for the year 10,392,871 14,033,718
Dividend declarad jH.ﬂﬂﬂ-.ﬂW[ -
At 31 December Bi.ﬂﬁﬂ!-ﬂla 76,453,532
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_31-Dec-19 |

=000
22, Other reserves
At 1 January (55)
Defined benefit plan actuarial gain (529)

!E-ﬂd-;

At 31 December

23, Long term employee benefits

The movement in the present value of the long term employes
benefits was as follows:

Gratuity liabillity at 1 January 20,364
Charge to profit and loss 3,640
Defined benefit plan actuarial gain 1528)
Fayment during the year 11,322
Gratuity lability at the end of the year 12,153
Planned asset at 1 January (21,515)
Additional funding during the year {2,000)

Actual return on planned assets

(2,823}
!1#.155!

Atend of the year over funded position

Expenses recognised in statement of profit or loss and other
comprehensive income

Current service costs (21.1.1) 2,585
Interest costs 1,055
Retum on planned assets (2,823)
Bi7
__

W00

(53)

555!

14,964
5,400

20,364
{16,605
(2,250}

(2,660)
(1.151)

4,400

{2,660)

2,740

Current service costs and the actual refums on planned assets are recognised in the administrative
expense in the siatement of profit or loss while the remeasurement gein or loss are recognised in other

comprehensive income.

The acluary valuation report was signed in January 2020 this report also refate to the actuarial valuation for
the year 2019. The report was carried out in line with IAS 19 requirements by Miller Kingshay
(FRC/2012/NASID0000002352) of KMC Actuariai Services, a Fellow of the Society of Actuanes, USA

The funded planned asset with Mansard Investment Limited at 31 December 2019 is N2B,337 896.08 (31

December 2018 ¢ N21,514 946.85),

H-Dec-15

Stated below are the key assumptions used:

Discount rate/average rate of return on assets 14.60% p.a.
Average rate of salary increase 10% p.&
Inflation rate 12% p.a

Martality of members

14.60% pa.
10% p.a.
12% p.a

A49/52 English tables  ABT/TOD English Life tables

The weighted average liability duration of the Plan is 12.67 years. The average welghted duration of the
longest Nigerian bond as at the vatuation dete, 31st December 2018, is the 14.8% 26-April-2049 bond with
a weighted average duration of 7.46 years and with a gross redemption yield of about 12.85% ae at 3st

December 2018
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Sensitivities
The scheme liabilities has baen tested against imestment rewum, withdrawal rates, martality rates and the
salary increase rate with the foliowing results:

Revised liability

.300 basis point change in invastrnant return 16,042 28,078
+300 basis point change in investment refum 8,723 17,017
s0% higher withdrawals 13,976 24 452
20% less withdrawals 8,507 14,690
10% higher mortality 12,214 21,377
10% lower mortality 12,083 21,185
10% higher salary increase rate 14,849 R31TB
10% lower salary increase rale 10,087 12,337

Percentage change from base results

.300 basis point change in investment returmn 32% 32%
+300 basis point change in investmant return -20% -20%
5% higher withdrawals 15% 15%
&% less withdrawals -30% -30%
10% higher mortality 0.50% 0.50%
40% lower moriality .50% 0,505
10% higher salary increase rate 23% 150%
10% lower salary increass raie AT% -42%
methodology

The approach for conducting the sensitivity was 2 racaiculation of the accrued penefit obligation on the
scheme for sach ravised assumption. The percentage difference hetwean the new resull and the base
resull provides a measure of the sensitivity to the change.

The estimated additional acerual for the year is N3.640,000 (31 December s048 © N5, 400,000).

There ara three categores of employees in Garsgu Power Plg, first category are those on direct lang term
contract with the company. second category are direct hire on ehort term contract with the compary, while
the third category are associales on secondment 1o Geregu from Boomiacgold Limited. Only the first
category within 60 years of age are coversd by this long term beneafit

[ 31-Dec-18
W'000 H'000

24, Trade and other payables

Current trade and other payables

Trade and other payables

Trade payable 28,030,606 17,384,770

Othar craditors 274,428 £70,038

Due from related parties - 13,245
28,305,032 47,968,053

Mon-trade payables and other creditors

Non-trade payables and other creditors (Note 24.1) 1;911.152 772,047
‘.!Si!?'ﬁi"lﬂdl 18,740,100

Trade and other payables are stated at their original invalcad value The DHrectors cansider the carmying
amount of other payabies 1o approximate their fair value.
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24.1 Non-trads Payables and athar creditors consists of N4.8billion dividend Payable, about NGN151 mifiion
accrued expenses: N4,858 755 .00 for account payable staff: N14,892 013,28 for VAT and WHT labilitias
anc N751,355.16 for retention fees as ar 34 December 2019,

25, Deferred fair value gain on loan

Defarred fair value gain on loan represents the benefit of the befow-market rate of interest maasured as the
difference between the initial carrying value of the loan and the pracesds recai

#'000 H'000
At 1 January 567,541 1.021.574
Adjustmant = -
Released during the year {45#.&331 (454 033)
At 31 December 113,508 587,541
%‘:- :==h
Analysis of current and non-current portiong
Non-current - 113,508
Current 113,508 454,033
—_ TV . CL A
113,508 66T 541
B —_——

In June 2015, the Bank of Industry through First Bank of Nigeria Limited granted Geregu Power Pic the sum
of H9,924,963 400.00 leng-erm lcan repayabis aver 5 years at an all-in annuga interest rate of 7% for part-
financing the overhayl of the 3 gas turbines of the Geregu Power pie under the Power and Aviation
Intervention Fund, The loan has 12 months Mmaratarium on principal and & menths moratorium en interast

Given the coneessional terms at which the Company secured the Ioan, it is considered o have an elernent

Using prime lending interest rate of 17.24%, the fair value of the loan ks now estimated at W7.730,476,344
The difference of ¥2,194,487,056 betwaen the gross proceeds and the fair value of the an is the benefil
derived from the below-market rate of interest loan and is recognised as deferred revenye. The facility is
secured by a charge over Sponsors shares (100%) in Ampericn Power Diistribution Campany Limited

26. Loans and borrowings
This note provides information about the contractual terms of the Company's mterest-bearing loans and
borrowings which ars measured at amortised cost Fer more information about the Company's EexXposue to

interest rate and liquidity risks, see Note 5.

000 H'000
At 1 January 2,908,389 6,031,150
Addition 331,290 BG83 8g7
Repayment {2.&32.9?0! (2,806 658)
At 31 December 606,709 2,508 389
I*—-: =h=
Analysis of current and non-current portions ;
Non-curment - 275419
Current 606,709 2,632,970
B0G, 708 2808, 389
=-=E m-u_—
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Loans and borrowings of NE0B, 709,000 represents the net remeasurad amaount amortized at prime interast
rate that has been disbursed to the Company by First Bank of Nigeria from the CBN/BCI PAIF facility of

NS,924 963 400.00 to part-finance the overhaul of the Company's three{1) Gas Turbines.

The collateral for the loan from First Bank are: Charge on the 51% shares of Geregu Power Plc owned by
Amperion; Charge over sponsors shares (100%) in Amperion Power Distribution Company Limited;
Corporate Guarantee of Amperion Power Distribution Company Limited and domiciiation of all the

Company’s receivables account to First bank while the faclity subsists.

Mominal Yearof Present Present
Currency interest maturity value value
H'000 B0
Terms and debt repayment schedule
Terms and condition of outstanding loan:
Secured term loan Maira 17.24% 2020 G0G, 709 2908 389
. . —————
#'000 H000
27. Financial instruments
Cradit risk
Exposure to credit risk
The carrying amount of financlal assets represents the maximum credit
EXpoSLUe,
Tha maximum exposure to credit risk at the reporiing date was!
Trade and other receivables (Note 17) 47,085,644 40,740,082
Cash and cash equivalents (Note 18) 1,186,694 783,188
-I-EEI?E,EH 41,623,271
=
The aging of trade and sther receivables at the reporting date was:
0-2 months 11,151,042 11,370,038
2-3 months 2,134,076 781,187
3-6 months T.BE87. 983 2,667 674
fi-12 months 12 6B7 551 10,905,435
More than 12 months 13 215,022 15,798 037
47,085,644 41,623 271
_— RN KT ety
Foreign exchange exposure
Bank balances denominatad in other currencies 68,778 13,225
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8, Liguidity risk

The following are tha contracieal maturities of inancial liabdilies. including esfimated inerest paymants and axcluding the impact of neting
agreaments:

Carmying ~pniracusl B & Mara than
armaunt L Flivads i i B-12 months ) 5 yoars
L i [ehi] [ Halile] L[] o B0 W00 L Rl
Eﬂﬂ-ﬂl‘h‘m financial
L E
Securad bank lpans BO8, T8 B34,107 B39, 107 « - - -
Trade and ofher payabias 3521'5,1“ 33, 2TE 184 14,498 430 10,386,069 H,ﬂ‘lzﬁ-ﬂ - -
SEIWIIHE 13,807 281 15,128 537 10,306,068 B, a4 874 - -
kon-derivative fimancial
[abilitios:
Bacured bank loars 2,608 588 3 264 077 1,337,787 1285174 631,107

Trade and othar paysblos 18,740,100 18.740 100 3,280 072 5,068 450 B 378,335

21644409 28004177 6,617 8460 663,624 G008, 442 - -
M is mal axpacled (kal the cash Bows incdluded in the analysis could accur significantly ealier, or al significantly different amaounis.

LRl OO0
28, Transactions with key managemsent personne
29.1 Mractors’ amoluments
The aggregate emoluments of e Direcios wene
Darectors fees and allowances il}i!ﬁﬂ- 408563

————————

Chgdfrman -1 750
Direciors 500 500
Execubwe Direclons are nod enlied oand do not gel paid direcions fees
Direciors agmead fees in the follesdng renges;

M " | _Humbor W Humiber |
250,000 - BOCOOR 5 B
01,000 - TEDO000 1 1

28,2 Hey management personnel and compensation
The comparry has 53 amployees 83 8t 31 December 2018 (31 Decamber 2018 ; T employeas)

31-Dec1% ENETSTR
Wamaging DiractonCniel Execucive CiNcer . Ad=yrml Acenuga
Chlef Fingncial Crfficer Ganiyu L, Adisa Ganiyu L Adisa

Bussmess Assuranos and Complamss Manager Taokeok Popoala Tacferk Papodia
fcting Chisf OparatingTechnical Officers Ezeh Ferdinarsd -

Key manegemant persorned of the company ame the fheee managemenl staffostaled abowe. Kay
managamanl perscnral’s mmunerations nclds the following epenses

Short-teom amployes benalits:

Sedanes inchuding afowances 48 820 49.2
Past-omployment
Diefned coalribulion b compuisany panslon fund schame 3,330 3,350
Diafined bapafl grafuily achems 16,478 16,475
19805 19,808
68,626 4,012
—
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Staff numbers ang cosls:
The average number of

Management
Seniar
Junior

29.3 The table below shows the number of empoyess of
eamed over 1,000,000 du

vother than Directors) who

persons emplaye
Company during the year were as fol

and which fell within the bands stated balow:
M M
1 - 1,000,000
1,000,001 - 2,000,000
2,000,001 - A,000,000
4,000,001 - 8,000.000
8,000,004 - 1B,000,000

30. Related party transactions
The aggregate value of transactions and outstanding balances relating to these entities were as fallows:

3
29
31
—_— e

=-=t53-

d {excluding Directors) in the
ows:!

the Company
fing the year

18

19

13

10
— G

70

Mature of Trangaction valug during
MName of entity transaction Ruolationship the year Balance outstanding as at:
H-Dec-19 31-Dec-18 | 31.Dec-19 d1-Dec.q8
W00 | mono w000 N'ooD
Receivables from
related parties
Ampenon Powar
Distribution Cemparny Lt
Loan Parent 12,450,239 5467 BOg 8686, 710
[Forts il Pic Advances |imate Parent : 185, 384 . .
12,450,239 5,658,270 1,928,004 B.596,710
Payables to related
parties
mperion Fowar |
Distribution Company Ltd | Dividend Farant 18,200,000 75,536 -
Forte Odl Plo Management
sanvice charge |Utimate Parent - 131,327 . 13,245
, 18,200,000 131, 32F 76,638 13,245

31. Capital commitments
The sum of N5.444.337.81
CEN/BOI PAIF facility for th

Included in the cash and cash
& next quarter, March 2020,

38
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32, Events after the financial position date

The sum of N7,075 832 252 76 was received betwean on January 16 and February 14, 2020 from the Migerian
Bulk Electricity Trading Plc (NBET) being part of the reporled trade recaivables,

No cther event or transaction has occurred since the reporting date, which could have had a material effect an
these financial statements at that date or which needs to be mentioned in these financial staiements in the

interest of fair presentation of the Company's financial position at the reporting dates or its results for the year
then endad,

33. Prior year corresponding balances

Certain prior year balances have bean reclassified to ensure proper disclosure and undarmity with current YERr S
presentation. These reclassifications have no net impact on these financial stetemants.
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STATEMENT OF VALUE ADDED
FOR THE YEAR ENDED 31 DECEMBER 2019

31-Dec-18
000 % W00 o
Turnover 42 164,028 35,005, 872
Other income 1,115,074 48 593
Met finance income 414,387 1,227 891
_ 43,693 499 36,283 568
Brought-in-material and sarvices - local (23,387,774) (22,911,712}
Value added Eﬂlﬁﬂﬁ.?zﬁ 100 13,371 844 100
__— .  —1 = =
Applied as follows:
To pay employees:
Salaries, welfare and staff retirement benefits 667,155 3 4TS5 616 4
To pay Government:
Income tax 416,048 2 221,244 2
To provide for replacement of assets:
- Deferred tax 4,744 502 23 {1,843 820) (14)
- Depreciation of property, plant, and equipment 4,184,749 21 3,485 089 26
- Prafit for the year 10,382,871 Eq 11,033,715 Az
Value added 20,305,725 100 13,371,844 100
| = = = = ==

Valued added represents the additional wealth created by the Company during the reporting year. This
statement shows the allocation of that wealth among empioyees, shareholder, capital providers, and that

retained for the future creation of more wealth.
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Statement of financial
position

Funds employed
Ordinary shares
Retained aamings
Cther reservas

shareholder's fund

Current liabilites
Mon-current lighilities

Assels employed
Mon-currant assats
Current azzats

Statement of profit or loss
Revenus

Operating profit

Profit before income tax
Profit after tax

Basic & diluted eamings
per share in (H)

41

#1000 R H'000 H'DO0
5,000 5,000 5,000 8,000 5,000
62,848,403 TE 453,632 B5.419.816 592 481,039 53,150 715
584 7] 55 55 {354}
62,851 98T TB458 587 G5 424 BT1 52 456 054 53,164 361
34,357 769 22,224 918 27,292 6681 18,870,093 &,010.574
209,480 388,027 & T82 033 5042 530 4,261,471
87,419, 216 85,072 432 95.5&9‘.565 ?E=1?E-.?1L M.EEEME
48,139 451 5E 664 938 50,247 456 59, 391,344 b2 315,341
49 279,785 42 407 454 37 262,099 16, 7ET 373 12,021,085
97,419,216 590 072 432 05 509 565 T8 178,717 B4, 336,408
— L — — — S =
42,164,038 35,006,872 36,613,560 12,843 853 10,287,752
i —_— — — _—
15,135,434 8,183 148 8,183 148 3.083.076 3.975.4932
15,653,821 5,411,138 11,028,547 2.331 042 3,560 528
10,392,871 11,033,715 12,458,777 2,301,732 3,569 358
1,038.29 1,103.537 1,345 B8 23017 355 54
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DETAILED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2019

2019 B

R i) W00
Revenus 42 164,038 35,005,072
Cost of sales (25,855,885) (21,604, 141)
Gross profit from operation 16,308,053 13,401,831
Other income 1,115,074 49,503
Finance cost 414,387 1,227 8981
Gross profit and other income 17,837 514 14 679415
Administrative expenses
Generator repairs/plant maintenance 232,363 239 606
Energy import and regulatory charges 7191 12,417
Personnal cost 567,155 475816
Depreciation and amortization expenses 80,959 BT.004
Flant and machinery insuranca 283,550 340, 887
Postages, printing and stationeries 3,162 4,898
Rent and rates 5,347 183,639
Other repairs and maintenence expenses 7,787 6,088
Telephone and internet expenses 3723 31,790
Public relations, promations and advertisaerment 44 985 6,264
Transport and fravel costs 174,815 17,633
Legal feas 12,128 6563
Cleaning, safety and security expensas 69,839 54,837
Audit fees §,000 5,000
Board and AGM expenses 7,604 12,218
Frofessional and consultancy fees 212 475 a0 398
Other insurance expenses B,058 3,770
Bank charges 11,013 13,081
Chrectors” fess and allowances 502920 408 563
Discountd trade receivables - 3,167 804

2,283,693 5. 268,278
Profit befare taxes 15,563,821 2,411,138
Income lax expense (5,160,950) 1,622 678
Defined benefit plan actuaral gain 528 =
Total comprehensive income for the year 10,393,400 11,033,715
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W 000 W O00
8. Other income
Foreign exchange gain realisad 318,221 49 439
Gain en Sales of Fixed Assets - 154
Gains on disposal of scrap batteries, vehicles and gas condensates 4,813 -
Provision no longer required on frade receivables {Note 17.3) 507,636 -
Business Interruption Insurance claim (Nate B.1) 284,304 -
1.1 15,074 49 593

8.1 This represents transactional gains of foreign exchange on revenue eamed from dollar inflows

8.2 This respresents the agreed Business Interruption claim receivable from Leadway Assurance on GT11

star-up problems betwaan January and May 2017

8.3 Provision no longer required represents the reversal of the dicounted trade receivables dus to re-

measurement of the expected credit loss as at 31 December 2015,

WNDO00 HO00

8. Administrative expenses

Repairs and maintenance of plant and machinery 232,383 239 608
Energy import and regulatory charges 7,191 12417
Personnel cost (Note 8a) 567,155 475 B16
Depreciation and amortization expenses 90,959 87,004
Plant and machinery insurance 283,550 340 887
Postages, printing and stationery 3,162 4,998
Rent and rates 5,347 183,639
Other repairs and maintenance expenses 7.797 6088
Telephane and internet expenses Tz 31,780
Market development, promotions and advertisement 44,985 G, 254
Transport and travel costs 174,915 117 833
Legal faes 12,128 6,563
Cleaning, safety and security expanses 69,838 o4 B3Y
Audit faas 5,000 5.000
Board meeting expenses 7,604 12,218
Professional and consultancy fees 212,475 80.398
Other insurance expenses B,058 3,710
Bank charges 11,013 13,081
Directors' fees and allowances 502,920 408 563
Discounted trade receivable expense - 3,167,894

2,283,693 5,268,275
= [ — =%t
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