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GEREGU POWER PLC

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

The Directors accept responsibility for the preparation of the accompanying financial statements, which have been
prepared using appropriate accounting policies supported by reasonable and prudent judgments and in compliance with

the Financial Reporting Council of Nigeria Act, No 6, 2011 and in manner required by the Companies and Allied Matters
Act, Cap C20, LFN 2004.

The Directors are of the opinion that the accompanying financial statements give a true and fair view of the state of the
financial affairs of the Company, in compliance with the Financial Reporting Council of Nigeria Act, No 6, 2011 and in
manner required by the Companies and Allied Matters Act, Cap C20, LFN 2004.

The Directors further accept responsibility for the maintenance of adequate accounting records as required by the
Companies and Allied Matters Act, CAP C20 Laws of the Federation of Nigeria 2004 and for such internal controls as the
Directors determine is necessary to enable the preparation of financial statements that are free from material
misstatements whether due to fraud or error.

These financial statements have been prepared in accordance with the International Financial Reporting Standards
(IFRSs) as issued by the International Accounting Standard Board (IASB) and in compliance with the Financial Reporting
Council of Nigeria Act, No. 6 2011. These are the Company's financial statements for the year ended 31 December,
2018, prepared in accordance with the International Financial Reporting Standards.

The Directors have made assessment of the company's ability to continue as a going concern and have no reason to
believe that the company will not remain a going concern in the year ahead.

Signed on behalf of the Board of Directors by:

@0‘\‘@2&9\‘& % 0& n.aw"%

Femi Otedola,CON Engr. Adeyemi Adenuga
Chairman Chief Executive Officer
FRC/2013/IODN/00000002426 FRC/2013/NSE/00000003826

Dated: 25 March 2019 Dated: 25 March 2019
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Independent Auditor's Report

To the Members of Geregu Power Plc

Opinion

We have audited the financial statements of Geregu Power Plc, which comprise the statement of financial position at
31 December 2018, and the statement 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 a
summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of
the company at 31 December 2018, and its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards (IFRSs) in compliance with the Financial Reporting
Council of Nigeria Act, No 6, 2011 and 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 responsibilities under
those standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the company in accordance with the International Ethics Standards
Board for Accountants’ Code of Ethics 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 fulfilled 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 are responsible for the other information. The other information comprises the Chairman’s statement,
Directors’ Report, Audit Committee’s Report, Corporate Governance Report and Company Secretary's Report but
does not include the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not 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
knowledge obtained in the audit, or otherwise appears to be materially misstated.

If, based on the work we have performed on the other information that we obtained prior to the date of this auditor's
report, we conclude that there is a material misstatement of this other information, 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 accordance with
International Financial Reporting Standards 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, LFN 2004, and for such internal
control as the directors determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as
a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the company or to cease operations, or have no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the company’s financial reporting process.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with 1SAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, 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 ISAs, we exercise professional judgment and maintain professional skepticism

throughout the audit. We also:

. |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

« Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
company’s internal control.

« Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the directors.

. Conclude on the appropriateness of the director’s use of the going concern basis of accounting and based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the company’s ability to continue as a going concern. 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, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor's report. However, future events or conditions may cause
the company to cease to continue as a going concern. .

« Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and
whether the financial statements represent the underlying transactions and events in a manner that achieves fair
presentation.

+ Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within the company to express an opinion on the financial statements. We are responsible for the direction,
supervision and performance of the company audit. We remain solely responsible for our audit opinion.

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

We also provide the Audit Committee with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with the Audit Committee, we determine those matters that were of most
significance in the audit of the financial statements of the current period and are therefore the key audit matters. We
describe these matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

The engagement partner on the audit resulting in this independent auditor's report is Najeeb A. Abdussalaam.

( Pz

Najeeb A. Abdussalaam, FCcA
FRC/2013/ICAN/0753

For: PKF Professional Services
Chartered Accountants

Lagos, Nigeria

Dated: 25 March 2019




GEREGU POWER PLC

STATEMENT OF FINANCIAL POSITION
AT 31 DECEMBER 2018

31-Dec-18 31-Dec-17

Notes §’000 H'000
Assets
Non-current assets
Property, plant and equipment 13 ; 52,127,348 55,552,237
Intangible assets 14 997 1,966
Long term employee benefits 20 1,151 1,641
Deferred tax asset 15 4,535,442 2,691,622
Total non-current assets 56,664,938 58,247,466
Current assets
Inventories 16 709,698 676,619
Trade and other receivables 17 40,914,607 36,423,913
Cash and cash equivalents 18 783,189 161,567
Total current assets 42,407,494 37,262,099
Total assets 99,072,432 95,509,565
Equity
Share capital 19 5,000 5,000
Retained earnings 19 76,453,531 65,419,816
Other reserves 19 55 55
Total equity 76,458,586 65,424,871
Liabilities
Non-current liabilities
Deferred fair value gain on loan 22 113,508 . 567,540
Loans and borrowings 23 275,419 2,224 493
Total non-current liabilities 388,927 2,792,033
Current liabilities
Trade and other payables 21 18,740,100 23770179
Current income tax liabilities 112 397,816 261,792
Deferred fair value gain on loan 22 454,033 454,033
Loans and borrowings 23 2,632,970 2,806,657
Total current liabilities - 22,224,919 27,292,661
Total liabilities 22,613,846 30,084,694
Total equity and liabilities 99,072,432 95,509,565

The financial statements were approved by the Board of Directors on 25 March 2019 and signed on its behalf
by:

@0&—6’ }x_/n\ e -WC”M)\; ,@ £

Femi Otedola, CON Engr. Adeyemi Adenuga Ganiyu L. Adisa
Chairman Chief Executive Officer Chief Financial Officer
FRC/2013/IODN/00000002426 FRC/2013/NSE/00000003826 FRC/2013/ICAN/00000003078

The accompanying notes and significant accounting policies form an integral part of these financial statements.




GEREGU POWER PLC

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2018

Continuing operations
Revenue
Cost of sales

Gross profit

Other income
Administrative expenses
Operating profit

Finance income
Finance cost
Net finance cost

Profit before income tax
Income tax credit/(expense)

Total comprehensive income for the year

Profit attibutable to:
Owners of equity

Earnings per share
Basic and diluted earnings per share in (i)

Notes

~N D

w

10
10

1

12

31-Dec-18

#4000

35,005,971

(21,604,140)

13,401,831
49,593

(5,268,276)
8,183,148

1,912,061

(684,070)

1,227,991

9,411,139

1,622,576

11,033,715

11,033,715

1,103.37

31-Dec-17

§&'000

36,613,569

(23,648,240)

12,965,329
183,628
(1,830,996)

11,317,961

720,344

(1,009,358)
(289,014)

11,028,947

2,429,830

13,458,777

13,458,777

1,345.88

The accompanying notes and significant accounting policies form an integral part of these financial statements.



GEREGU POWER PLC

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018

Share Retained Other
capital earnings reserves Total equity

&'000 N’000 &'000 #’000
At 1 January 2017 5,000 52,461,039 55 52,466,094
Changes in equity during the year:
Profit for the year - 13,458,777 - 13,458,777
Defined benefit plan actuarial gain - - - -
Amount attributable to equity holders 5,000 65,919,816 55 65,924,871
Transactions with owners, recorded directly in equity:
Dividend to equity holders - (500,000) - (500,000)
At 31 December 2017 5,000 65,419,816 55 65,424,871
At 1 January 2018 5,000 65,419,816 55 65,424,871
Changes in equity during the year:
Profit for the year - 11,033,715 - 11,033,715
Defined benefit plan actuarial gain - - - -
Amount attributable to equity holders 5,000 76,453,531 55 76,458,586
Transactions with owners, recorded directly in equity:
Dividend to equity holders - - - -
At 31 December 2018 5,000 76,453,531 55 76,458,586

The accompanying notes and significant accounting policies form an integral part of these financial statements.



GEREGU POWER PLC

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2018

Notes
Cash flows from operating activities
Profit for the year
Adjustment for non-cash operating items:
Depreciation of property, plant and equipment 13
Amortization of intangible assets 14
Finance income 10
Interest expense 10
Current service costs 19
Deferred fair value gain on loan 22
Return on planned asset
Income tax expense 1
Operating profit before working capital changes
Changes in:
Inventories 16
Trade and other receivables 17
Trade and other payables
Cash generated from operating activities
Income taxes paid
Net cash generated from operating activities
Cash flows from investing activities
Purchase of property, plant and equipment 13
Funding of long term employee benefits 19
Interest received 10
Net cash generated from investing activities
Cash flows from financing activities
Repayment of borrowing
Dividend paid
Interest paid 10
Net cash used in financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at 1 January
Cash and cash equivalents at 31 December 17

31-Dec-18 31-Dec-17
#’000 #&'000
11,033,715 13,458,777
3,484,119 3,835,372
970 1,133
(1,912,062) (720,344)
684,070 1,009,358
5,400 3,816
(454,033) (454,032)
(2,660) (2,421)
(1,622,576) (2,429,830)
11,216,943 14,701,829
(33,080) (44,288)
(4,490,695) (20,964,565)
(3,805,075) 8,564,175
(8,328,850) (12,444 678)
(85,221) (29,718)
2,802,872 2,227 433
(59,231) -
(2,250) (2,400)
1,912,061 720,344
1,850,580 717,944
(2,122,760) (1,970,1486)
(1,225,000) (500,000)
(684,070) (1,009,358)
(4,031,830) (3,479,504)
621,622 (534,127)
161,567 695,694
783,189 161,567

The accompanying notes and significant accounting policies form an integral part of these financial statements.



GEREGU POWER PLC

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

1.
1.1

1.2

2.2

23

231

The Company

Reporting Entity

Geregu Power Plc ('the Company") is a registered Company domiciled in Nigeria. The registered office of the
company is Itobe-Ajaokuta Express Road, Ajaokuta, Kogi State, Nigeria.

Principal activities

The Company is principally engaged in the business of electric power generation and sale of electric power
through the National Grid of the Transmission Company of Nigeria (TCN) to the Nigerian Bulk Electricity Trading
Plc (NBET).

Basis of preparation

Statement of compliance

These financial statements have been prepared in accordance with the International Financial Reporting
Standards (IFRSs). Additional information required by national regulations are included where appropriate.

The financial statements comprise the statement of financial position, statement of comprehensive income, the
statement of changes in equity, cash flows and the related notes to the financial statements.

The financial statements have been prepared in accordance with the going concern principle under the historical
cost convention, as modified byfinancial instruments measured at fair value.

Functional and presentation currency

These financial statements are presented in Naira, which is the Company's functional currency. Except as
indicated in these financial statements,financial information presented in Naira has been rounded to the
nearest thousand.

New standards, interpretations and amendments adopted by the Company

The Company applied IFRS 15 and IFRS 9 for the first time. The nature and effect of the changes as a result of
adoption of these new accounting standards are described below:

Several other amendments and interpretations apply for the first time in 2018, but do not have an impact on the
financial statements of the Company. The Company has not early adopted any standards, interpretations or
amendments that have been issued but are not yet effective.

IFRS 15, 'Revenue from contracts with customers’

IFRS 15 supersedes IAS 11 Construction Contracts, IAS 18 Revenue and related Interpretations and it applies,
with limited exceptions, to all revenue arising from contracts with its customers. IFRS 15 establishes a five-step
model to account for revenue arising from contracts with customers and requires that revenue be recognised at
an amount that reflects the consideration to which an entity expects to be entitled in exchange for transferring
goods or services to a customer.

IFRS 15 requires entities to exercise judgement, taking into consideration all of the relevant facts and
circumstances when applying each step of the model to contracts with their customers. The standard also
specifies the accounting for the incremental costs of obtaining a contract and the costs directly related to fulfilling
a contract. In addition, the standard requires extensive disclosures.

The Company adopted IFRS 15 using the modified retrospective method of adoption with the date of initial
application of 1 January 2018. Under this method, the standard can be applied either to all contracts at the date
of initial application or only to contracts that are not completed at this date. The Company elected to apply the
standard to all contracts as at 1 January 2018. Therefore, the comparative information was not restated and
continues to be reported under IAS 11, IAS 18 and related Interpretations.

There are no significant impacts from the adoption of IFRS 15 in relation to the timing of when the Company
recognises revenues. Revenue recognition for interest income are recognised based on requirements of IFRS 9.
In addition, guidance on interest and dividend income have been moved from IAS 18 to IFRS 9 without
significant changes to the requirements.



GEREGU POWER PLC

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

23.2

IFRS 9, 'Financial instruments’
IFRS 9 sets out requirements for recognising and measuring financial assets, financial liabilities and some

contracts to buy or sell non-financial items. This standard replaces IAS 39 Financial Instruments: Recognition
and Measurement.

a. Classification and measurement of financial assets and financial liabilities

IFRS 9 largely retains the existing requirements in IAS 39 for the classification and measurement of financial
liabilities. However, it eliminates the previous IAS 39 categories for financial assets of held to maturity, loans and
receivables and available for sale

The adoption of IFRS 9 has not had a significant effect on the Company’s accounting policies related to financial

liabilities. The impact of IFRS 9 on the classification and measurement of financial assets is set out below.

Under IFRS 9, on initial recognition, a financial asset is classified as measured at: amortised cost; FVOCI-debt
investment; FVOCI-equity investment; or FVTPL. The classification of financial assets under IFRS 9 is generally
based on the business model in which a financial asset is managed and its contractual cash flow characteristics

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated

as at FVTPL:

- itis held within a business model whose objective is to hold assets to collect contractual cashflows; and

- its contractual terms give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

A debt investment is measured at FVOCI if it meets both of the following conditions and is not designated as at

FVTPL:

- itis held within a business model whose objective is achieved by both collecting contractual cash flows and
selling financial assets; and

- its contractual terms give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Company may irrevocably elect to
present subsequent changes in the investment's fair value in OCI.This election is made on an investment-by-
investment basis.

A financial asset (unless it is a trade receivable without a significant financing component that is initially
measured at the transaction price) is initially measured at fair value plus, for an item not at FVTPL, transaction
costs that are directly attributable to its acquisition.

The following accounting policies apply to the subsequent measurement of financial assets.

Financial assets at FVTPL

These assets are subsequently measured at fair value. Net gains and losses, including any interest or dividend
income, are recognised in profit or loss.

Financial assets at amortised cost

These assets are subsequently measured at amortised cost using the effective interest method. The amortised
cost is reduced by impairment losses. Interest income, foreign exchange gains and losses and impairment are
recognised in profit or loss. Any gain or loss on derecognition is recognised in profit or loss.

Debt investments at FVOCI
These assets are subsequently measured at fair value. Interest income calculated using the effective interest
method, foreign exchange gains and losses and impairment are recognised in profit or loss. Other net gains and

losses are recognised in OCI. On derecognition, gains and losses accumulated in OCI are reclassified to profit
or loss.



GEREGU POWER PLC

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

233

234

Equity investments at FVOCI

These assets are subsequently measured at fair value. Dividends are recognised as income in profit or loss
unless the dividend clearly represents a recognised as income in profit or loss unless the dividend clearly
represents a recovery of part of the cost of the investment. Other net gains and losses are recognised in OCI
and are never reclassified to profit or loss.

Clarifications to IFRS 15 'Revenue from contracts with customers’

Amends IFRS 15 in three areas:

a. Identification of performance obligations — changes clarify the application of the concept of 'distinct' in this
context.

b. Whether an entity is acting as principal or agent — changes clarify the application of the principal of ‘control
in making this determination.

c. Licensing — changes assist in determining whether an entity's activities 'significantly affect’ intellectual
property during the year for which it has been licensed to a customer.

The amendments also provide some transition relief for modified contracts and completed contracts.
Effective date: The Amendments are effective for annual years beginning on or after 1 January 2018.

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

Classification and Measurement of Share-based Payment Transactions (Amendments to IFRS 2)
Currently, there is ambiguity over how an entity should account for certain types of share-based payment
arrangements. The IASB has responded by publishing amendments to IFRS 2 Share-based Payment. The
amendments cover three accounting areas:
- Measurement of cash-settled share-based payments
There is currently no guidance in IFRS 2 on how to measure the fair value of the liability incurred in a cash-
settled share-based payment. As a result, diversity in practice exists between measuring the liability using
the same approach as for equity-settled awards and using full fair value. The amendments clarify that a cash-
settled share-based payment is measured using the same approach as for equity-settled share-based
payments — i.e. the modified grant date method.

The new requirements do not change the cumulative amount of expense that is ultimately recognized,
because the total consideration for a cash-settled share- based payment is still equal to the cash paid on
settlement.

- Classification of share-based payments settled net of tax withholdings
There is currently no guidance in IFRS 2 on how to measure the fair value of the liability incurred in a cash-
settled share-based payment. As a result, diversity in practice exists between measuring the liability using
the same approach as for equity-settled awards and using full fair value. The amendments clarify that a cash-
settled share-based payment is measured using the same approach as for equity-settled share-based
payments — i.e. the modified grant date method.

The new requirements do not change the cumulative amount of expense that is ultimately recognized,
because the total consideration for a cash-settled share- based payment is still equal to the cash paid on
settlement.

- Classification of share-based payments settled net of tax withholdings
Some share-based payment arrangements permit or require the entity to withhold a portion of the shares
that would otherwise be issued to the employee, and to pay the tax authorities on the employee’s behalf.

Prior to the amendments, a question existed as to whether the portion of the share-based payment that is
withheld in these instances should be accounted for as equity-settled or cash-settled.

The amendments clarify the conditions under which a share-based payment transaction with employees
settled net of tax withholding is accounted for as equity-settled.

10



GEREGU POWER PLC

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

23.5

2.3.6

- Accounting for a modification of a share-based payment from cash-settled to equity-settied
There is no specific guidance in IFRS 2 that addresses the accounting when a share-based payment is
modified from cash-settled to equity-settled. The amendments clarify that at the modification date the liability
for the original cash- settled share-based payment is derecognized, and the equity-settied share-based
payment is measured at its fair value as at the modification date, and recognized to the extent that the
services have been received up to that date, with the difference recognized in profit or loss immediately.

The new requirements could affect the classification and/or measurement of these arrangements — and
potentially the timing and amount of expense recognized for new and outstanding awards.

The amendments apply for annual periods beginning on or after January 1, 2018. As a practical
simplification, the amendments can be applied prospectively.

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

Transfer of Investment Property (Amendments to IAS 40)

In December 2016, the IASB issued Transfers of Investment Property (Amendments to IAS 40).

The amendments clarify that:

- an entity shall transfer a property to, or from, investment property when, and only when, there is a change in
use of a property supported by evidence that a change in use has occurred; and

- the list of circumstances of when a change in use has occurred is non-exhaustive.

The amendments provide transitional provisions which allow an entity to apply the amendments prospectively to
changes in use that occur on or after the beginning of the annual reporting period in which the entity first applies
the amendments (the date of initial application). At the date of initial application, an entity shall also reassess the
classification of property held at that date and, if applicable, reclassify property to reflect conditions that exist at
that date. An entity is permitted to apply the amendments retrospectively, but only if it does not involve the use
of hindsight.

The amendments apply for annual periods beginning on or after January 1, 2018.

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

Foreign Currency Transactions — Advance Consideration (IFRIC Interpretation 22)

In December 2016, the IASB issued IFRIC Interpretation 22 Foreign Currency Transactions and Advance
Consideration in response to diversity in practice in determining the appropriate exchange rate to use when
translating assets, expenses or income, when foreign currency consideration is paid or received in advance of
the item to which it relates.

The Interpretation clarifies that the date of the transaction for the purpose of determining the exchange rate to
use on initial recognition of the related asset, expense or income (or part of it) is the date on which an entity
initially recognizes the non-monetary asset or non-monetary liability arising from the payment or receipt of
advance consideration. For transactions involving multiple payments or receipts, each payment or receipt gives
rise to a separate transaction date.

The Interpretation may be applied either:
« retrospectively; or

« prospectively to all assets, expenses and income in the scope of the Interpretation initially recognized on or
after:

— the beginning of the reporting period in which the entity first applies the Interpretation; or
— the beginning of a prior reporting period presented as comparative information in the financial statements.

The Interpretation is applicable for annual periods beginning on or after January 1, 2018.

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

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

2.3.7

2.3.8

239

Annual Improvements to IFRSs 2014-2016 Cycle

In December 2016, as part of its process to make non-urgent but necessary amendments to IFRS, the IASB
issued narrow-scope amendments to IFRS 1 First- time Adoption of International Financial Reporting Standards,
and IAS 28 Investments in Associates and Joint Ventures which are effective for annual periods beginning on or
after January 1, 2018.

The amendments to IAS 28 clarify that:

- aventure capital organization, or other qualifying entity, may elect to measure its investments in an associate
or joint venture at fair value through profit or loss. This election can be made on an investment-by-investment
basis; and

« a non-investment entity investor may elect to retain the fair value accounting applied by an investment entity
associate or investment entity joint venture to its subsidiaries. This election can be made separately for each
investment entity associate or joint venture.

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

New standards and interpretations not yet adopted
Standards and interpretations issued but not yet effective

1FRS 16, 'Leases’

IFRS 16 was issued which introduces a number of significant changes to the lease accounting model under
IFRSs, including a requirement for leases to recognize nearly all leases on their balance sheets. IFRS 16 will
supersede the current leases guidance including IAS 17 Leases, IFRIC 4 Determing whether an Arrangement
contains a lease, SIC 15- Operating leases incentives, SIC 27-Evaluating the substance of Transactions
involving the legal form of lease.

IFRS 16 specifies how an IFRS reporter will recognise, measure, present and disclose leases. The standard
provides a single lessee accounting model, requiring lessees to recognise assets and liabilities for all leases
unless the lease term is 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 accounting substantially unchanged from its
predecessor, IAS 17.

IFRS 16 is effective for annual reporting years beginning on or after January 1, 2019. However, an entity cannot
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 16's full impact and intends to adopt IFRS 16
not later than the accounting year beginning on or after 1 January 2019.

Impact on Initial
The Company is yet to assess IFRS 16's full impact and intends to adopt IFRS 16 not later than the accounting
year beginning or after 1 January 2019.

Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts

IFRS 17 is effective for annual periods beginning on or after January 1, 2021, well after the effective date of
IFRS 9 Financial Instruments, January 1, 2018. IFRS 9 will cover a majority of an insurer's investments;
therefore, the expected differing effective dates created concerns related to temporary volatility and accounting
mismatches in profit or loss. Some companies have also expressed concerns about the need to implement two
significant changes in accounting on different dates, which will increase costs and complexity.

In September 2016, the IASB issued amendments to its existing insurance contracts standard, IFRS 4. The
amendments introduced two approaches that supplement existing options in the Standard that can be used to
address the temporary volatility as a result of the different effective dates of IFRS 9 and the forthcoming
insurance contracts standard.
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2.3.10

2.3.11

The amendments:

- provide a reporting entity (whose predominant activity is to issue insurance contracts) a temporary exemption
from applying IFRS 9 until the earlier of: a) the application of IFRS 17; or b) January 1, 2021 (to be applied at
the reporting entity level) (referred to as the ‘temporary exemption’); and

- give entities issuing insurance contracts the option to remove from profit or loss the incremental volatility
caused by changes in the measurement of specified financial assets upon application of IFRS 9 (referred to
as the ‘overlay approach’). This option will be in place until IFRS 17 comes into effect.

Impact on Initial

The amended to the standard might not have any impact on the Company financial statements when it becomes
effective in 2021.

Uncertainty over Income Tax Treatments (IFRIC Interpretation 23)

In June 2017, the IASB issued IFRIC Interpretation 23 Uncertainty over Income Tax Treatments in response to
diversity in practice for various issues in circumstances in which there is uncertainty in the application of the tax
law. While IAS 12 Income Taxes provides requirements on the recognition and measurement of current and
deferred tax liabilities and assets, there is diversity in the accounting for income tax treatments that have yet to
be accepted by tax authorities.

The Interpretation requires an entity to:

+ reflect an uncertainty in the amount of income tax payable (recoverable) if it is probable that it will pay (or
recover) an amount for the uncertainty;

* measure a tax uncertainty based on the most likely amount or expected value depending on whichever
method better predicts the amount payable (recoverable);

« reassess the judgements and estimates applied if facts and circumstances change (e.g. 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 treatment expires); and

+ consider whether uncertain tax treatments should be considered separately, or together as a Company,
based on which approach provides better predictions of the resolution;

The Interpretation is applicable for annual periods beginning on or after January 1, 2019.

Impact on Initial

The amended to the standard might not have any impact on the Company financial statements when it becomes
effective in 2019.

IFRIC Interpretation 23 Uncertainty over Income Tax Treatments

In June 2017, the IASB issued IFRIC Interpretation 23 Uncertainty over Income Tax Treatments which clarifies

application of the recognition and measurement requirements in IAS 12 Income Taxes when there is uncertainty

over income tax treatments. Scope The interpretation addresses the accounting for income taxes when tax

treatments involve uncertainty that affects the application of IAS 12. The interpretation does not apply to taxes or

levies outside the scope of IAS 12, nor does it specifically include requirements relating to interest and penalties

associated with uncertain tax treatments. Key requirements The interpretation specifically addresses the

following:

= Whether an entity considers uncertain tax treatments separately

» The assumptions an entity makes about the examination of tax treatments by taxation authorities

» How an entity determines taxable profit (tax loss), tax bases, unused tax losses, unused tax credits and tax
rates.

« How an entity considers changes in facts and circumstances.

An entity has to determine whether to consider each uncertain tax treatment separately or together with one or
more other uncertain tax treatments. The approach that better predicts the resolution of the uncertainty should
be followed.

Effective date and transition: The interpretation is effective for annual reporting periods beginning on or after 1
January 2019, but certain transition reliefs are available.
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2.3.12

2.3.13

23.14

Prepayment Features with Negative Compensation - Amendments to IFRS 9

Key requirements Under IFRS 9, a debt instrument can be measured at amortised cost or at fair value through
other comprehensive income, provided that the contractual cash flows are ‘solely payments of principal and
interest on the principal amount outstanding’ (the SPPI criterion) and the instrument is held within the
appropriate business model for that classification.

The amendments to IFRS 9 clarify that a financial asset passes the SPPI criterion regardless of the event or
circumstance that causes the early termination of the contract and irrespective of which party pays or receives
reasonable compensation for the early termination of the contract.

The basis for conclusions to the amendments clarified that the early termination can result from a contractual
term or from an event outside the control of the parties to the contract, such as a change in law or regulation
leading to the early termination of the contract. Transition - The amendments must be applied retrospectively,
earlier application is permitted. The amendment provides specific transition provisions if it is only applied in 2019
rather than in 2018 with the rest of IFRS 9.

Effective date and transition The interpretation is effective for annual reporting periods beginning on or after 1
January 2019.

Plan Amendment, Curtailment or Settlement - Amendments to IAS 19

Key requirements: The amendments to IAS 19 Employee Benefits address the accounting when a plan

amendment, curtailment or settlement occurs during a reporting period. Determining the current service cost

and net interest When accounting for defined benefit plans under IAS 18, the standard generally requires
entities to measure the current service cost using actuarial assumptions determined at the start of the annual
reporting period. Similarly, the net interest is generally calculated by multiplying the net defined benefit liability

(asset) by the discount rate, both as determined at the start of the annual reporting period. The amendments

specify that when a plan amendment, curtailment or settlement occurs during the annual reporting period, an

entity is required to:

« Determine current service cost for the remainder of the period after the plan amendment, curtailment or
settlement, using the actuarial assumptions used to remeasure the net defined benefit liability (asset)
reflecting the benefits offered under the plan and the plan assets after that event

+ Determine net interest for the remainder of the period after the plan amendment, curtailment or settlement
using: the net defined benefit liability (asset) reflecting the benefits offered under the plan and the plan
assets after that event; and the discount rate used to remeasure that net defined benefit liability (asset)
Effect on asset ceiling requirements

A plan amendment, curtailment or settlement may reduce or eliminate a surplus in a defined benefit plan, which
may cause the effect of the asset ceiling to change. The amendments clarify that an entity first determines any
past service cost, or a gain or loss on settlement, without considering the effect of the asset ceiling. This amount
is recognised in profit or loss. An entity then determines the effect of the asset ceiling after the plan amendment,
curtailment or settlement. Any change in that effect, excluding amounts included in the net interest, is
recognised in other comprehensive income. This clarification provides that entities might have to recognise a
past service cost, or a gain or loss on settlement, that reduces a surplus that was not recognised before.
Changes in the effect of the asset ceiling are not netted with such amounts.

Transition The amendments apply to plan amendments, curtailments, or settlements occurring on or after the
beginning of the first annual reporting period that begins on or after 1 January 2019.

Long-term interests in associates and joint ventures - Amendments to |AS 28

Key requirements The amendments clarify that an entity applies IFRS 9 Financial Instruments to long-term
interests in an associate or joint venture to which the equity method is not applied but that, in substance, form
part of the net investment in the associate or joint venture (long-term interests). This clarification is relevant
because it implies that the expected credit loss model in IFRS 9 applies to such long-term interests.
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2.3.15

2.4

2.5

The Board also clarified that, in applying IFRS 9, an entity does not take account of any losses of the associate
or joint venture, or any impairment losses on the net investment, recognised as adjustments to the net
investment in the associate or joint venture that arise from applying IAS 28 Investments in Associates and Joint
Ventures. To illustrate how entities apply the requirements in IAS 28 and IFRS 9 with respect to long-term
interests, the Board also published an illustrative example when it issued the amendments. Transition Entities
must apply the amendments retrospectively, with certain exceptions.

Effective date and transition: The interpretation is effective for annual reporting periods beginning on or after 1
January 2019.

Conceptual Framework for Financial Reporting

Purpose:- The revised Conceptual Framework for Financial Reporting (the Conceptual Framework) is not a
standard, and none of the concepts override those in any standard or any requirements in a standard. The
purpose of the Conceptual Framework is to assist the Board in developing standards, to help preparers develop
consistent accounting policies if there is no applicable standard in place and to assist all parties to understand
and interpret the standards.

Key provisions: The IASB issued the Conceptual Framework in March 2018. It sets out a comprehensive set of
concepts for financial reporting, standard setting, guidance for preparers in developing consistent accounting
policies and assistance to others in their efforts to understand and interpret the standards. The Conceptual
Eramework includes some new concepts, provides updated definitions and recognition criteria for assets and
liabilities and clarifies some important concepts. It is arranged in eight chapters, as follows:

= Chapter 1 — The objective of financial reporting

« Chapter 2 — Qualitative characteristics of useful financial information

« Chapter 3 - Financial statements and the reporting entity

« Chapter 4 — The elements of financial statements

= Chapter 5 — Recognition and derecognition

» Chapter 6 — Measurem

» Chapter 7 — Presentation and disclosure

« Chapter 8 — Concepts of capital and capital maintenance The Conceptual Framework is accompanied by a
Basis for Conclusions.

The Board has also issued a separate accompanying document, Amendments to References to the Conceptual
Framework in IFRS Standards, which sets out the amendments to affected standards in order to update
references to the Conceptual Framework. In most cases, the standard references are updated to refer to the

There are exemptions in developing accounting policies for regulatory account balances for two standards,
namely, IFRS 3 Business Combinations and for those applying IAS 8 Accounting Policies, Changes in

For preparers who develop accounting policies based on the Conceptual Framework, it is effective for annual
periods beginning on or after 1 January 2020.

Impact The changes to the Conceptual Framework may affect the application of IFRS in situations where no
standard applies to a particular transaction or event

Basis of measurement

These financial statements are prepared on the historical cost basis except as modified by actuarial valuation of
staff gratuity and fair valuation of financial assets and liabilities where applicable. There are other assets and
liabilities measured at amortised cost.

Use of estimates and judgements

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the year in which the estimates are revised, if the revision affects only that year, or
in the year of the revision and future years, if the revision affects both current and future years.

In particular, the Company has identified the following areas where significant judgements, estimates and
assumptions are required. Changes in these assumptions may materially affect the financial position or financial
results reported in future years. Further information on each of these areas and how they impact the various
accounting policies are described below and also in the relevant notes to the financial statements:
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a) Recovery of deferred tax assets

Judgement is required to determine which types of arrangements are considered to be tax on income in contrast
to an operating cost. Jugement is also required in determining whether deferred tax assets are recognised in the
statement of financial position. Deferred tax assets, including those arising from un-utilised tax losses require
management assessment of the likelihood that the Company will generate sufficient taxable eamings in future
years in order to utilise recognised deferred tax assets. Assumptions about the generation of future taxable
profits depend on management's estimates of future cash flows. These estimates of future taxable income are
based on forecast cash flows from operations (which are impacted by energy sales, capacity charges, gas
prices, operating costs and capital expenditure) and judgement about the application of existing tax laws.

b) Contingencies
By their nature, contingencies will only be resolved when one or more uncertain future events occur or fail to
occur. The assessment of the existence, and potential quantum, of contigencies inherently involves the exercise
of significant judgement and the use of estimates regarding the outcome of future events.

c¢) Estimated useful lives and residual values of intangible assets and property, plant and equipment
The Company’s management determines the estimated useful lives and related depreciation charge for its items
of property, plant and equipment on an annual basis. The Company has carried out a review of the residual
values and useful lives of property, plant and equipment as at 31 December 2017 and that has not highlighted
any requirement for an adjustment to the residual lives and remaining useful lives of the assets for the current or
future years.

d) Provisions Employee Benefits
The actuarial techniques used to assess the value of the defined benefit plans involve financial assumptions
(discount rate, rate of return on assets, medical costs trend rate) and demographic assumptions (salary increase
rate, employee turnover rate, etc.) The Company uses the assistance of an external independent actuary in the
assessment of these assumptions. For more details refer to note 20.

e) Discounting trade receivable to present value
The Company's management has considered the discounting of the net trade receivables that are not expected
to be collected immediately. Discounting requires estimating the date of collection and the actual amounts that
will be collected and determining an appropriate interest rate to use. The Company uses its present cost of
borrowing (i.e 17.24%) as discount rate on the outstanding net trade receivable balance. The discount amount is
recognised in the administrative expense of statement of profit or loss and in the reported trade receivable
balance in the statement of financial position.

Significant accounting policies

The accounting policies set out below have been applied consistently to the year presented in these financial
statements unless otherwise indicated.

Foreign currency transactions
Transactions denominated in foreign currencies are translated and recorded in Naira at the actual exchange
rates at the dates of the transactions.

Monetary items denominated in foreign currencies are re-translated at the exchange rates applying at the
reporting date. Non-monetary items carried at fair value that are denominated in foreign currencies are re-
translated at the rates prevailing at the date when the fair value was determined. Non-monetary items that are
measured in terms of historical cost in a foreign currency are not re-translated.

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

» exchange differences on transactions entered into hedge foreign currency risks; and

« exchange differences on loans to or from a foreign operation for which settlement is neither planned nor
likely to occur and therefore forms part of the net investment in the foreign operartion, which are recognised
initially in other comprehensive income and reclassified from equity to profit or loss on disposal or partial
disposal of the net investment.
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3.2

3.21

3.2.2

3.2.3

3.24

3.2.5

Financial instruments

The Company classifies financial instruments, or their component parts, on initial recognition as a financial
asset, a financial liability 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 attributable to
the acquisition or issue of the financial instrument, except for financial assets at fair value through profit or loss,
which are initially measured at fair value, excluding transaction costs.

Financial instruments are derecognised on trade date when the Company is no longer a party to the contractual
provisions of the instrument.

Trade and other receivables

The fair value of trade and other receivables is estimated as the present value of the future cash flows,
discounted at market rates of interest at the reporting date. For trade and other receivables with a remaining life
of less than one year, the notional amount is deemed to reflect the 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 reporting date. For trade and other
creditors with a remaining life of less than one year, the notional amount is deemed to reflect the fair value.

Effective interest method

The effective interest method is a 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 part of the effective interest rate, transaction costs and other premiums or discounts) through the
expected life of the financial instrument, or where appropriate, a shorter 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”.

Cash and cash equivalents

Cash equivalents comprise short-term, highly liquid investments that are readily convertible 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.

Trade and other payables
Trade payables are stated at their original invoiced value, as the interest that would be recognised from
discounting future cash payments over the short payment during the year is not considered to be material.

Financial assets and financial liabilities under IFRS 9

Recognition and initial measurement

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or
equity instrument of another entity.

Financial assets

Initial recognition and measurement of financial assets

Financial assets are classified, at initial recognition, as 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 asset's contractual cash flow
characteristics and the Company's business model for managing them. With the exception of trade receivables
that do not contain a significant financing component or for which the Company has applied the practical
expedient, the Company initially measures a financial asset at its fair value plus, in the case of a financial asset
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 at the
transaction price determined under IFRS 15.
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In order for a financial asset to be classified and measured at amortised cost or fair value through OCI, it needs
to give rise to cash flows that are ‘solely payments of principal and interest (SPPIY on the principal amount
outstanding. This assessment is referred to as the SPPI test and is performed at an instrument level.

The Company's business model for managing financial assets refers to how it manages its financial assets in
order to generate cash flows. The business model determines whether cash flows will result from collecting
contractual cash flows, selling the financial assets, or both.

Purchases or sales of financial assets that require delivery of assets within a time frame established by
regulation or convention in the market place (regular way trades) are recognised on the trade date, i.e., the date
that the Company commits to purchase or sell the asset.

Subsequent measurem

For purposes of subsequent measurement, financial assets are classified in three categories:

« Financial assets at amortised cost (debt instruments).

. Financial assets designated at fair value through OCI with no recycling of cumulative gains and losses upon
derecognition (equity instruments).

- Financial assets at fair value through profit or loss (the company however has no financial instrument in this
category).

Debt instruments

Subsequent measurement of debt instruments depends on the Company's business model for managing the
asset and the cash flow characteristics of the asset.

There are three measurement categories into which the company classifies its debt instruments:

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 at amortised cost. A gain or loss on a debt investment that is subsequently
measured at 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 assets is included in finance income
using the effective interest rate method.

Fair value through other comprehensive income (FVOCI):

Assets that are held for collection of contractual cash flows and for selling the financial assets, where the assets’
cash flows represent solely payments of principal and interest, are measured at fair value through other
comprehensive income (FVOCI). 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 is 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 assets is included in finance income using the effective interest rate method.

Fair value through profit or loss:

Assets that do not meet the criteria for amortised cost or FVOCI are measured at fair value through profit or
loss. A gain or loss on a debt investment that is subsequently measured at fair value through profit or loss and is
not part of a hedging relationship is recognised in profit or loss and presented net in the profit or loss statement
within other gains/(losses) in the period in which it arises. Interest income from these financial assets is included
in the interest income.

Other financial assets:

Other financial assets are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. They are presented as current assets, except for those maturing later than 12
months after the reporting date which are presented as non-current assets. These are initially recognized at fair
value and subsequently measured at amortized cost using the effective interest method, less any impairment
losses. These comprise trade receivables, unbilled revenues, cash and cash equivalents and other assets.
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Business model:

The business model reflects how the Company manages the assets in order to generate cash flows. That is,
whether the Company's objective is solely to collect the contractual cash flows from the assets or is to collect
both the contractual cash flows and cash flows arising from the sale of assets. If neither of these is applicable
(e.g. financial assets are held for trading purposes), then the financial assets are classified as part of ‘other’
business model and measured at fair value through profit or loss (‘FVTPL"). Factors considered by the Company
in determining the business model for a Company of assets include past experience on how the cash flows for
these assets were collected, how the asset's performance is evaluated and reported to key management
personnel, how risks are assessed and managed and how managers are compensated.

Solely Payment of Principal and Interest (SPPI):

Where the business model is to hold assets to collect contractual cash flows or to collect contractual cash flows
and sell, the Company assesses whether the financial instruments’ cash flows represent solely payments of
principal and interest (the ‘SPPI test). In making this assessment, the Company considers whether the
contractual cash flows are consistent with a basic lending arrangement i.e. interest includes only consideration
for the time value of money, credit risk, other basic lending risks and a profit margin that is consistent with a
basic lending arrangement. Where the contractual terms introduce exposure to risk or volatility that are
inconsistent with a basic lending arrangement, the related financial asset is classified and measured at FVTPL.

The Company reclassifies debt investments when and only when its business model for managing those assets
changes. The reclassification takes place from the start of the first reporting period following the change. Such
changes are expected to be very infrequent and none occurred during the period.

Equity instruments

The Company subsequently measures all equity investments at fair value. Where the Company's management
has elected to present fair value gains and losses on equity investments in other comprehensive income, there
is no subsequent reclassification of fair value gains and losses to profit or loss. Dividends from such investments
continue to be recognised in profit or loss as other income when the company’s right to receive payments is
established.

Changes in the fair value of financial assets at fair value through profit or loss are recognised in other
gain/(losses) in the statement of profit or loss as applicable. Impairment losses (and reversal of impairment
losses) on equity investments measured at FVOCI are not reported separately from other changes in fair value.

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 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 expected 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 for which there has not been a significant increase in
credit risk since initial recognition, ECLs are provided for credit losses that result from default events that are
possible within the next 12-months (a 12-month ECL). For those credit exposures for which there has been a
significant increase in credit risk since initial recognition, a loss allowance is required for credit losses expected
over the remaining life of the exposure, irrespective of the timing of the default (a lifetime ECL).

For trade receivables and contract assets, the Company applies a simplified approach in calculating ECLs.
Therefore, the Company does not track changes in credit risk, but instead recognises a loss allowance based on
lifetime ECLs at each reporting date. The Company has established a provision matrix that is based on its
historical credit loss experience, adjusted for forward-looking factors specific to the debtors and the economic
environment.
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The Company considers a financial asset in default when contractual payments are 60 days past due. However,
in certain cases, the Company may also consider a financial asset to be in default when internal or external
information indicates that the Company is unlikely to receive the outstanding contractual amounts in full before
taking into account any credit enhancements held by the Company. A financial asset is written off when there is
no reasonable expectation of recovering the contractual cash flows.

Derecognition

A financial asset is derecognised when:

The rights to receive cash flows from the asset have expired;

The Company has transferred its rights to receive cash flows from the asset or has assumed an obligation to
pay the received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement;
and either:

(a) the Company has transferred substantially all the risks and rewards of the asset, or (b) the Company has
neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred control of
the asset.

When the Company has transferred its rights to receive cash flows from an asset or has entered into a pass-
through arrangement, it evaluates if and to what extent it has retained the risks and rewards of ownership.
When it has neither transferred nor retained substantially all of the risks and rewards of the asset, nor
transferred control of the asset, the asset is recognised to the extent of the Company's continuing involvement
in the asset. In that case, the Company also recognises an associated liability. The transferred asset and the
associated liability are measured on a basis that reflects the rights and obligations that the Company has
retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower
of the original carrying amount of the asset and the maximum amount of consideration that the Company could
be required to repay.

Financial liabilities

Initial recognition and measurement

The Company has classified all financial liabilities within the scope of IFRS 9 under loans and borrowings and
other financial liabilities as appropriate. The Company determines the classification of its financial liabilities at
initial recognition.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and other
financial liabilities, net of directly attributable transaction costs.

Subsequent measurement
The measurement of financial liabilities depends on their classification as described below:

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost
using the Effective Interest Rate (EIR) method. Gains and losses are recognised in the income statement when
the liabilities are derecognised as well as through the EIR amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs
that are an integral part of the EIR. The EIR amortisation is included as finance costs in the income statement.

Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expired.
When an existing financial liability is replaced by another from the same lender on substantially different terms,
or the terms of an existing liability are substantially modified, such an exchange or modification is treated as the
derecognition of the original liability and the recognition of a new liability. The difference in the respective
carrying amounts is recognised in the income statement.
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3.3

3.4
3.41

3.4.2

3.43

Offsetting of financial instruments

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 intention to
settle on a net basis, or to realise the assets and settle the liabilities simultaneously.

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

and share options are recognised as a deduction from equity, net of any tax effects and costs directly
attributable to the issue of the instrument.

Property, plant and equipment
Recognition and measurement

Items of property, plant and equipment are measured at cost less accumulated depreciation and accumulated
impairment losses, if any.

Cost includes expenditure that is directly attributable to the acquisition of the asset. Items of property, plant and
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 directly attributable to bringing the assets to a
working condition for the intended use, the costs of dismantling and removing the items and restoring the site on
which they are located, and borrowing costs on qualifying assets.

When parts of an item of property, plant and equipment have different useful lives, they are accounted for as
separate items (major components) of property, plant and equipment.

Gains and losses 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 net
within other income in profit or loss.

Subsequent costs

The cost of replacing part of an item of property or equipment is recognised in the carrying 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 profit or
loss as incurred.

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

Depreciation is recognized in the profit or loss on a straight-line basis (except for gas turbines; which Unit of
Production Method i.e Equivalent Operating Hours - EOH are used over the estimated useful lives of each part
of an item of property, plant and equipment except which reflects the expected pattern of consumption of the
future economic benefits embodied in the asset. Leased assets are depreciated over the shorter of the lease
term and their useful lives unless it is reasonably certain that the Company will obtain ownership by the end of
the lease term in which case the assets are depreciated over the useful life.

The estimated useful lives for the current and comparative year are as follows:

Land Over lease year

Buildings 25 years

Plants and equipment 20 years

Office Equipment 5 years

Furniture and fittings 4 years

Computer equipment 3 years

Motor vehicles 5 years

Gas turbines 160,000 Equivalent Operating Hours (EOH) per turbine
Gas turbines- major overhaul amortized costs 41,000 Equivalent Operating Hours (EOH) per turbine
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344

3.5
3.5.1

352

3.6

3.6.1

3.6.2

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 attributable cost of each asset is transferred to the
relevant asset category immediately the asset is available for use and depreciated accordingly.

De-recognition of tangible assets

An item of property, plant and equipment is derecognised on disposal or when no future economic benefits are
expected from its 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 asset is derecognised.

Intangible assets
Intangible assets acquired separately

Intangible assets acquired separately are shown at historical cost less accumulated amortisation and
impairment losses.

Amortisation is charged to profit or loss on a straight-line basis over the estimated useful lives of the intangible
assets unless such lives are indefinite. These charges are included in other expenses in profit or loss.

Intangible assets with an indefinite useful 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

Amortisation years and methods are reviewed annually and adjusted if appropriate.

Amortisation
Amortisation is calculated over the cost of the asset, or other amount substituted for cost, less its residual value.

Amortisation is recognised in profit or loss on a straight - line basis over the estimated useful lives of intangible
assets from the date that they are available for use, since this must closely reflect the expected pattern of
consumption of the future economic benefits embodied in the asset. The estimated useful life for the current and
comparative year is:

Computer software: 3-4 years

Amortisation methods, useful lives and residual values are reviewed at each financial year end and adjusted if
appropriate.

Leases
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership to the Company. All other leases are classified as operating leases.

Finance leases

Assets held under finance leases are recognised as assets of the Company at the fair value at the inception of
the lease or if lower, at the present value of the minimum lease payments. The related liability to the lessor is
included in the statement of financial position as a finance lease obligation.

Lease payments are apportioned between interest expenses and capital redemption of the liability. Interest is
recognised immediately in profit or loss, unless attributable to qualifying assets, in which case they are
capitalised to the cost of those assets.

Contingent rentals are recognised as expense in the year in which they are incurred.
Operating leases
Operating lease payments are recognised as an expense on a straight-line basis over the lease term, except if

another systematic basis is more representative of the time pattern in which economic benefits will flow to the
Company.
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3.7

3.8

Contingent rentals arising under operating leases are recognised in the year in which they are incurred. Lease
incentives and similar arrangements of incentives are taken into account when calculating the straight-lined
expense.

Borrowing costs
Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset

are capitalised as part of the cost of that asset. Other borrowing costs are expensed in the year in which they
are incurred.

Taxation

Income tax for the year is based on the taxable income for the year. Taxable income differs from profit as
reported in the statement of comprehensive income for the year as there are some items which may never be
taxable or deductible for tax and other items which may be deductible or taxable in other years.

The Company offsets the tax assets arising from withholding tax credits and current tax liabilities if, and only if,
the entity has a legally enforceable right to set-off the recognised amounts, and it intends to either settle on a net
basis, or to realise the asset and settle the liability simultaneously. The tax asset is reviewed at each reporting
date and written down to the extent that it is no longer probable that future economic benefit would not be
realised.

Deferred tax is the future tax consequences of temporary differences between the carrying amounts and tax
bases of assets and liabilities shown on the statement of financial position. Deferred tax assets and liabilities are
not recognised if they arise in the following situations: the initial recognition of goodwill; or the initial recognition
of assets and liabilities that affect neither accounting nor taxable profit. The amount of deferred tax provided is
based on the expected manner of recovery or settlement of the carrying amount of assets and liabilities, using
tax rates enacted or substantially enacted at the statement of financial position date.

The Company does not recognise deferred tax liabilities, or deferred tax assets, on temporary differences
associated with investments in subsidiaries, joint ventures and associates where the parent company is able to
control the timing of the reversal of the temporary differences and it is not considered probable that the
temporary differences will reverse in the foreseeable future. It is the Company's policy to reinvest undistributed
profits arising in Company companies.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available
against which the asset can be utilised.

Deferred tax assets are recognised for unused tax losses, unused tax credits and deductible temporary
differences to the extent that it is probable that future taxable profits will be available against which they can be
used. Future taxable profits are determined based on the reversal of relevant taxable 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.

Deferred tax assets are reviewed at each reporting date and are reduced to 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 at each reporting date and
recognised to the extent that it has become probable that future taxable profits will be available against which
they can be used.

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when they
reverse, using tax rates enacted or substantively enacted at the reporting date. The measurement of deferred
tax reflects the tax consequences that would follow from the manner in which the Company expects, at the
reporting date, to recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset only if certain criteria are met.
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3.10
3.10.1

3.10.2

3.1

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
expenditure incurred in acquiring the inventories, production or conversion costs and other costs incurred in
bringing them to their existing location and condition.

Net realisable value is the estimated selling price in the ordinary course of business, less the estimated costs of
completion and selling expenses.

The production costs comprise direct materials, direct labour and an appropriate proportion of manufacturing
fixed and variable overheads.

Impairment allowance is made for obsolete, slow moving or defective items where appropriate.

Impairment

Financial assets (including loans and receivables)

a financial asset not carried at fair value through profit or loss is assessed at each reporting date to determine
whether there is objective evidence that it is impaired. a financial asset is impaired if objective evidence
indicates that a loss event has occurred after the initial recognition of the asset, and that the loss event had a
negative effect on the estimated future cash flows of that asset that can be reliably estimated.

Objective evidence that financial assets (including equity securities) are impaired can include default or
delinquency by a debtor, restructuring of an amount due to the Company on terms that the Company would not
consider otherwise, indications that a debtor or issuer will enter bankruptcy, or the disappearance of an active
market for a security. In addition, for an investment in an equity security, a significant or prolonged decline in its
fair value below its cost is objective evidence of impairment.

In assessing collective impairment, the Company uses historical trends of the probability of default, timing of
recoveries and the amount of loss incurred, adjusted for management's judgement as to whether current
economic and credit conditions are such that the actual losses are likely to be greater or less than suggested by
historical trends.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference
between its carrying amount and the present value of the estimated future cash flows discounted at the asset's
original effective interest rate. Losses are recognized in profit or loss and reflected in an allowance account
against receivables. Interest on the impaired asset where applicable continues to be recognized through the
unwinding of the discount. When a subsequent event causes the amount of impairment loss to decrease, the
decrease in impairment loss is reversed through profit or loss.

Non-financial assets

The carrying amounts of the Company's non-financial assets, other than inventories are reviewed at each
reporting date to determine whether there is any indication of impairment. If any such indication exists, then the
asset's recoverable amount is estimated. For intangible assets that have indefinite useful lives or that are not yet
available for use, the recoverable amount is estimated each year at the same time.

The recoverable amount of an asset is the greater of its value in use and its fair value less costs to sell. In
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset.

An impairment loss is recognised if the carrying amount of an asset exceeds its recoverable amount.

Employee benefits
The Company operates both defined contribution plans and defined benefit plans.
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3.11.2

3.11.3

3.11.4

3.12
3.121

3.12.2

Defined benefit plan

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The Company's
net obligation 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 service 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 assets are deducted. The discount rate is the yield 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 a qualified actuary using the projected unit credit method. When the calculation results in a benefit
to the Company, the recognised asset is limited to the total of any unrecognised past service costs and the
present value of economic benefits 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 minimum funding requirements that apply to any plan in the Company. An economic benefit is
available to the Company if it is realisable during the life of the plan, or on settlement of the plan liabilities. When
the benefits of a plan are improved, the portion of the increased benefit related to past service 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 that the benefits vest immediately, the expense is recognised immediately in profit or loss.

Defined contribution plan

A defined contribution plan is a post-employment benefit plan under which an entity pays fixed contributions into
a separate entity and will have no legal or constructive obligation to pay further amounts. Obligations for
contributions to defined contribution pension plans are recognised as an employee benefit expense in profit or
loss in the year during which services are rendered by employees. Contributions to a defined contribution plan
that is due more than 12 months after the end of the year in which the employees render the service are
discounted to their present value. In relation to the defined contribution plan, the Company has in place the
Pension fund scheme.

Pension fund scheme

In accordance with the provisions of the Pension Reform Act, 2014, the Company has instituted a Contributory
Pension Scheme for its employees, where both the employees and the Company contribute 8% and 10%
respectively 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.

Terminal benefit

Termination benefits are recognised as an expense when the Company is committed demonstrably, without
realistic possibility of withdrawal, to a formal detailed plan to either terminate employment before the normal
retirement date, or to 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 reliably. If benefits are payable more than 12 months after the reporting year,
then they are discounted to their present value.

Provision and contingencies

Provisions

A provision is recognised if, as a result of a past event, the Company has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be required
to settle the obligation.

Contingent liabilities

Contingent liabilities are possible obligations whose existence will only be confirmed by future events not wholly
within the control of the Company. Contigent liabilities are not recognised in the financial statements but are
disclosed. However, if the possibility of an outflow of economic resources is considered remote, such contigent
liabilities are recognised in the financial statements.
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3.12.3

3.13
3.13.a

3.13.b

Contingent assets

Contingent assets are possible assets that arise from past events, whose existence will be confirmed only by the
occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the entity.
Contingent assets are only disclosed when an inflow of economic benefit is probable. Asset is recognised when
the realisation of income is virtually certain, in which case the related asset is no more contingent.

Income Recognition under IAS 18 - Revenue - Accounting policies applicable prior to 1 January, 2018
Sale of services

Revenue from sale of services in the course of ordinary activities is measured at fair value of the consideration
received or receivable, net of returns, trade discounts and volume rebates.

Revenue from energy sold and capacity charge are measured on monthly basis using the regulated rates in the
Multi year Tariff Order II, 2012-2017 (MYTO II) and the minor rate 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 available capacity are sent out through Transmission Company
of Nigeria (TCN) represented by the Operator of the Nigerian Electricity Market (ONEM) also known as the
Market Operator (MO). The Market Operator in turn will issue monthly settlement statements for energy and
capacity delivered. The final settlement statements issued by MO are used to invoice the bulk purchaser, the
Nigerian Bulk Electricity Trading Plc (NBET).

Energy generated are measured on hourly basis hence, could not be stored. They are therefore sent out
through the National Grid to the Discos and then to the final consumers. The final consumers pay the Discos,
then Discos remit to the Market Funds, now managed by NBET, where all the market participants are
subsequently paid by NBET depending on fund availability.

The Regulator, NERC have changed the prolonged rules 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 Nigerian Bulk Electricity Trading Plc (NBET).

Minor rate reviews are carried out twice in a year - June 1 and December 1 every year to take care of changes
in the exchange rate, inflation rate, gas price, generation capacity and revenue requirements. The last minor
rate review was carried by Nigerian Electricity Regulatory Commission (NERC) in December 2015 but effective
February 1, 2016.

NBET has reviewed the Thermal Gencos wholesale tariff based on USD3.30/Mscft effective February 1, 2016.
The base tariff used were as follows: Energy N10,082/Mwh and Capacity Charge N5,101/Mwh subject to
indexation on the basis of change in the CBN Exchange Rate adjusted monthly as provided in the Bulk Power
Purchase Agreement Effective April 1, 2016.

Revenue from contract with customers - Accounting policies applicable from 1 January, 2018
Revenue from sale of energy and capacity charges
Revenue arises mainly from the sale of energy and capacity charges

To determine whether to recognise revenue, the Company follows a 5-step process:
Identifying the contract with a customer

Identifying the performance obligations

Determining the transaction price

Allocating the transaction price to the performance obligations

Recognising revenue when/as performance obligation(s) are satisfied.

o N

The transaction price for a contract excludes any amounts collected on behalf of third parties. Customers obtain
control of services when the services are delivered to the national grid and have been accepted and revenue is
recognised at that point in time. Invoice are usually payable within 45 days by NBET.
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3.14

3.15

3.16

The Company recognises contract liabilities for consideration received in respect of unsatisfied performance
obligations and reports these amounts as contract liabilities in the statement of financial position. Similarly, if the
Company satisfies a performance obligation before it receives the consideration, the Company recognises either
a contract asset or a trade receivable in its statement of financial position, depending on whether something
other than the passage of time is required before the consideration is due.

Finance income and finance costs
Finance income comprises of interest income on funds invested. Interest income is recognised as it accrues in
profit or loss, using the effective interest method.

Finance costs comprise interest expense on borrowings. Borrowing costs that are not directly attributable to the
acquisition, construction or production of a qualifying asset are recognised in profit or loss using effective
interest method.

Foreign currency gains and losses on financial assets and financial liabilities are reported on a net basis as
either finance income or finance cost depending on whether foreign currency movements are in a net gain or net
loss position.

Deferred fair value gain on loan

Deferred fair value gain on loans are not recognised until there is reasonable assurance that the Company will
comply with the conditions attached to 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 loans whose primary condition is that the Company should purchase, construct or otherwise acquire non-
current assets are recognised as deferred revenue in the statement of financial position and transferred to profit
or loss on a systematic and rational basis over the useful lives of the related assets. Deferred fair value gain on
loans that are receivable as compensation for expenses or losses already incurred or for the purpose of giving
immediate financial support to the Company with no future related costs are recognised 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 treated as a deferred fair value gain on loans, measured as the difference between proceeds
received and the fair value of the loan based on prevailing market interest rates. The amount recognised as
deferred fair value gain on loan is recognised in profit or loss over the year the related expenditure is incurred.

Earnings per share

The Company presents basic earnings per share data for its ordinary shares.

Basic earnings per share is calculated by dividing the profit or loss attributable to ordinary shareholders of the
Company by the weighted average number of ordinary shares outstanding during the year , adjusted for own
shares held.

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 liability in an orderly transaction between market participants at the measurement date,
regardless of whether that price is directly observable or estimated using another valuation technique. In
estimating the fair value of an asset or a liability, the Company takes into account the characteristics of the asset
or liability that market participants would take into account when pricing the asset or liability at the measurement
date. Fair value for measurement and/or disclosure purposes in these and separate financial statements is
determined for measurement and / or disclosures purposes based on the following methods.

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

Trade and other receivables

The fair value of trade and other receivables is estimated as the present value of the future cash flows,
discounted at market rates of interest at the reporting date. For trade and other receivables with a remaining life
of less than one year, the notional amount is deemed to reflect the fair value.
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5.

Financial risk management

Overview

The Company's Risk Management Unit oversees risk management function for the Company using Forte Oil Plc
Company Enterprise Risk Management framework that focuses on business risk and internal controls taking an
entity level 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 it to achieve an appropriate balance between
risk and return. Risk management activities are applied across the enterprise at every level from strategy
settings to all sources of value. It is a continuous process and includes an element of corporate governance; it
promotes efficient and effective assessment of risk, increase risk awareness and improves the management of
risk throughout the company. This includes anticipating and avoiding threats and losses as well as identifying
and realizing opportunities.

Risk management framework

The Board of Directors at the apex exercise and assume ultimate authority and responsibility for the corporate
risk management. The Board oversees risk management through the following committees: Board Risk
Committee, Board Governance Committee and Board Audit Committee. The Board also ensures a regular
review of the effectiveness of the Enterprise Risk Management Framework undertaken by the company.

i The Board has established the Board Risk Management Committee (BRMC) which is responsible for
developing and monitoring the Company’s risk management policies and also ensures that the risk
management policies are integrated in the Company's culture. The BRMC through the Management Risk
Committee gains assurance that business risks are managed to within the desired appetite, and receives
notification of material breaches. The commitiee also approves credit transactions above management’s
authority levels. The committee reports quarterly to the Board of Directors on its activities.

i Management Risk Committee is a Management Committee of the Company headed by Risk Management
Unit. The committee reviews the risks inherent within the business and ensure that they are captured
appropriately within the business risk profile. The committee monitors residual risk exposures and provides
assurance as to adequacy of controls implemented to manage risks to the agreed level of appetite. The
committee also reviews risk policies and ensures implementation.

i 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 identified, measured, monitored and controlled.

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

v The Company's risk management policies are established to identify and analyse the risks faced by the
Company, to set appropriate risk limits and controls, monitor risks and adherence to risk limits. Risk
management policies and systems are reviewed regularly to reflect changes in market conditions and the
Company’s activities. The Company, through its procedures, management standards and trainings, aims to
develop a disciplined and constructive control environment in which all employees understand their roles and
obligations.

The Board Audit Committee oversees how management monitors compliance with the Company's risk
management policies and procedures, and reviews the adequacy of the risk management framework in relation
to the risks faced by the Company. The Audit Committee is assisted in its oversight role by Business Assurance
and Compliance (BAC). BAC undertakes both regular and ad hoc reviews of risk management controls and
procedures, the outcomes of which are reported to the Audit Committee regularly.

The Board Governance Committee assists the Board in fulfilling its responsibilities in relation to Corporate
Governance & remuneration matters by ensuring the company meets the legal and regulatory requirements,
thus protecting the Company from incurring operational and reputational liabilities that can affect the
achievement of goals and objectives.
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The company has exposure to the following risks from its use of financial instruments:
» Credit risk;

+ Liquidity risk;

» Operational risk.

Credit risk
Credit risk is the risk of financial loss to the Company if a customer or counter-party to a financial instrument

fails to meet its contractual obligations, and arises principally from the Company's receivables from customers
and investment securities.

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

Trade and other receivables

The Company credit policy are expressly stated in the Power Purchase Agreement (PPA) with the Nigerian Bulk
Electricity Trading PIc(NBET), The Credit Risk Policy defines the level and type of credit exposure that the
Company is prepared to accept in order to achieve its business goals and objectives.

Allowance for impairment losses

The company is yet to establish an allowance for impairment that will represent its estimated incurred losses of
trade and other receivables due to the fact that the Company is presently selling its main output (Energy and
Capacity) solely to the Federal Government of Nigeria (FGN) wholly owned institutions such as NBET and
Transmission Company of Nigeria (TCN). The Company believed that the current intervention by FGN through
CBN will put an end to the doubtful Trade receivables.

Investments

The Company limits its exposure to credit risk by investing only in liquid securities and with counter parties that
have a credit rating. Management actively monitors credit ratings and given that the Company only has invested
in securities with high credit ratings, management does not expect any counter party to fail to meet its obligation.

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations associated with
itsfinancial liabilities that are settled by delivering cash or anotherfinancial asset. The Company's approach to
managing liquidity is to ensure, as far as possible, that it will always have adequate liquidity to meet its liabilities
as and when due, under both normal and stressed conditions, without incurring unacceptable losses or risk
damage to the Company's reputation.

The Company manages its liquidity process by:

« Day to day funding, managed by monitoring future cash flows to ensure that requirements can be met.
» Monitoring balance sheet liquidity ratios against internal requirements.

« Managing the concentration and debt profile.

« Daily matching of funds by assets and liability managers.

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

Interest rate risk

The Company's interest rate is fixed at 7% per annum.

The Company got Central Bank of Nigeria's approval for the Power and Aviation Intervention Facility (PAIF)
through the Bank of Industry (BOI)/First Bank of Nigeria Limited within the year.

At the reporting date, the interest rate profile of the Company interest-bearing financial liabilities was:

Secured bank loan 7%

Notes 22 and 23 highlighted the borrowing for the reporting year.
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Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the
Company's processes, personnel, technology and infrastructure, and from external factors other than credit and
liquidity risks such as those arising from legal and regulatory requirements and generally accepted standards of
corporate behaviour. Operational risks arise 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 effectiveness and to avoid control procedures that restrict

initiative and creativity. The Primary responsibility for the development and implementation of controls to

address operational risk is assigned to senior management with each business unit. This responsibility is

supported by the development of overall Company standards for the management of operational risk in the

following areas:

i) Requirement for appropriate segregation of duties, including the independent authorization of
transactions/processes.

i) Requirements for the reconciliation and monitoring of transactions.

iii) Compliance with regulatory and other legal requirements.

iv) Documentation of controls and procedures

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

vi) Requirements for the reporting of operational losses and proposed remedial action.

vii) Development of contingency plans

viii Training and professional development

ix) Ethical and business standards

x) Risk mitigation, including insurance when this is effective.

Compliance with Company standard is supported by a programme of yearly reviews undertaken by Business
Assurance and Compliance. The results of BAC reviews are discussed with the management of the the
department to which they relate with summaries submitted to the Audit Committee and Executive Management
of the Company.

Capital management

The Board's policy is to maintain a strong capital base, in order to maintain investor, creditor and market
confidence and to sustain future development of the business. The Board of Directors monitors the return on
capital, which the Company defines as result from operating activities divided by total shareholders’ equity,
excluding non-redeemable preference shares and noncontrolling interests. The Board of Directors also monitors
the level of dividends to ordinary shareholders.

The Board seeks to maintain a balance between the higher returns that might be possible with higher levels of

borrowings and the advantages and security afforded by a sound capital position. The Company does not have
a defined share buy-back plan.

The company’s debt to capital ratio at the end of the year was as follows:

31-Dec-18_ [N 31-Dec-17 |

N'000 N'000

Total liabilities 22,613,847 23,712,623
Total assets 99,072,433 76,178,717
Gearing ratio at year end 23% 31%
The Company's capital structure (Unit of shares)
during the year was as follows:
Amperion Power Distribution Company Limited 5,100,000 51 5,100,000
Bureau of Public Enterprises 3,920,000 39.2 3,920,000
Ministry of Finance Incorporated 980,000 9.8 980,000

10,000,000 10,000,000
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6. Revenue
Energy sold
Capacity charge

7 Cost of sales

Gas supply and transportation
Plant depreciation

Gross profit
Gross profit Margin

8. Other income
Foreign exchange gain realised
Gain on Sales of Fixed Assets
NAPTIN graduate training fund

9. Administrative expenses
Repairs and maintenance of plant and machinery
Energy import and regulatory charges
Personnel cost (Note 9a)
Depreciation and amortization expenses
Plant and machinery insurance
Postages, printing and stationery
Rent and rates
Other repairs and maintenance expenses
Telephone and internet expenses
Market development, promotions and advertisement
Transport and travel costs
Legal fees
Cleaning, safety and security expenses
Audit fees
Board meeting expenses
Professional and consultancy fees
Other insurance expenses
Bank charges
Directors' fees and allowances

Discounted trade receivable expense

a) Personnel expenses
Salaries, wages and allowances
Medical expenses
Contributions to pension fund scheme
Defined benefit plan - current service cost (Note 19)
Training, recruitment and canteen expenses
Contract manpower
Other personnel expenses
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W'000 #='000
22,662,162 23,667,907
12,343,810 12,945,662
35,005,972 36,613,569
18,206,057 19,901,291

3,398,084 3,746,949
21,604,141 23,648,240
13,401,831 12,965,329

38% 35%
49,439 182,328

154

- 1,300
49,593 183,628
239,606 312,610
12,417 21,114
475,612 407,084
87,005 89,555
340,887 259,921
4,998 2,287
183,639 24,839
6,088 6,483
31,790 31,951
6,264 14,931
117,634 101,296
6,563 9,380
54,839 59,359
5,000 10,000
12,218 17,754
90,398 95,113
3,770 3,681
13,091 5,327

408,563 358,311

3,167,894 -

__5268,276 __ 1,830,996

206,821 199,064
8,646 8,738
13,638 11,071
2,741 1,395
173,337 131,972
41,579 33,504
28,854 21,340
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10.

10.1

10.2

10.3

1.

111

#'000
Finance income and cost
Finance income
Interest income on bank deposits (Note 10.1) 131,104
Other interest income (Note 10.2) 1,326,925
Other income from government grant on loan (Note 10.3) 454,032
Interest income 1,912,061
Finance cost
Interest expense on bank loan (Note 10.1) 684,070
Net finance cost 1,227,991

&'000

28,012
238,300
454,032

720,344

1,009,358
(289,014)

Interest income represents income earned on bank deposits while interest expense represents charges

paid on term loan utilised during the year.

Other interest income represents interest earned on other financial assets carried at amortised cost.

Other income from government grant on loan represents fair value gain on below the market interest rates

in line with IAS 20.10A provisions.

Taxation

The Company in line with the relevant tax laws and regulations and considering its nature of operations
has been enjoying pioneer status for the last five years of operations (November 1, 2013 to October 31,
2018). We have included tax estimates in line with appropriate regulations on corporate tax matters.

§’'000
Tax expense
Income tax 324,426
Education tax 73,391
Tax provision no longer required (176,573)
Current tax 221,244
Deferred tax (Note 11.3) (1,843,820)
Total income tax (credit)/expense (1,622,576)
Reconciliation of income tax expense to accounting profit:
Profit before tax 9,411,139
Tax calculated using the domestic corporation tax rate
of 30% (30 December 2017: 30%) 2,823,342
Non-taxable pioneer profits (235,369)
Non-deductible expenses -
Tax provision no longer required (176,573)
Effect of education tax levy 73,391
Effect of income tax 324,426
Deferred tax (1,843,820)
Capital allowance relief (2,587,972)
Income tax (credit)/expense recognised in profit or loss (1,622,576)

=000
261,792

261,792
(2,691,622)

(2,429,830)

11,028,947

3,308,684
3,839,279
261,792
(2,691 .6-22)

(7,147,964)
429,

The tax rate used for the 31 December 2018 reconciliation given above is at the current statutory rate of

30%, which is payable by corporate entities on taxable profits under tax law in its jurisdiction.
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31-Dec-18

#’'000 +'000

11.2 Current income tax liability

At 1 January 261,792 29,718.00

Current tax (Note 11.1) 221,244 261,792

Payment (85,221) (29,718)

At 31 December 397,815 261,792
11.3 Deferred tax asset

At 1 January 2,691,622 -

Charge 1,843,820 2,691,622

At 31 December 4,535,442 2,691,622
11.4 Analysis of deferred tax asset

Deferred tax assets at 1 January 2,691,622

Property, plant and equipment 1,843,330 2,689,981

Long-term employee benefits 490 1,641

Unrecognized deferred tax asset 4,535,442 2,691,622

12. Earnings per share
a) Basic earnings per share
The company's basic earnings per share of #1,103.37 (31 December 2017: #1,345.88) is based on the
profit attributable to ordinary shareholders of #11,033,715,000 (31 December 2017 : ¥13,458,778,000),
and on the 10,000,000 (31 December 2017 : 10,000,000) ordinary shares of 50 Kobo each, being the
weighted average number of ordinary shares in issue during the current and preceding years.

31-Dec-18

#’'000 #'000
Profit attributable to ordinary shareholders
Profit for the year 11,033,715 13,458,777
Profit attributable to ordinary shareholders 11,033,715 13,458,777
Weighted average number of ordinary shares
Issued ordinary shares at 1 January 10,000 10,000
Issued ordinary shares at 31 December 10,000 10,000
Basic/diluted earnings per share in (M) 1,103.37 1,345.88
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13. Property, plant and equipment

The movement in the property, plant and equipment in the year ended 31 December 2018 was as follows

Cost

At 1 January 2017
Additions

Transfers

Disposal

At 31 December 2018

Transfer
At 31 December 2018

Accumulated
depreciation

At 1 January 2017
Charge

Disposal

At 31 December 2018

Charge
At 31 December 2018

Carrying amount
At 31 December 2017

At 31 December 2018

Gas Turbine Lease-hold Trucks  Furniture Office Computer Asset Under
Plant Land Buildings and & Fittings Equipmen Equipment Construction
H'000 N'000 #'000 N'000 ®'000 N'000 ®'000 W'000 W'000
62,078,819 122,787 1,178,192 108,116 9,726 4,417 58,285 - 63,560,342
- 2 ) - - 6,299 1,208 55,000 62,507
- 55,000 - - - - (55,000) -
z . - (19,150) - - 5 - (19,150)
62,078,819 122,787 1,233,192 88,966 9,726 10,718 58,493 63,603,699
62,078,819 122,787 1,233,192 88,966 9,726 10,716 59,493 - 63,603,699
7,779,427 5,264 109,514 85,704 4 661 1,872 21,663 - 8,008,105
3,398,083 1,324 48,044 13,315 2,432 1,399 19,522 - 3,484 119
- - - (15.874) . - - - (15,874)
11,177,510 6,588 157,558 83,145 7,083 3,271 41,185 - 11,476,350
11,177,510 6,588 157,558 83,145 7,093 3,271 41,185 - 11,476,350
54,299 392 117,523 1,068,678 22412 5,065 2,545 36,622 55,552,237
50,901,309 116,199 1,075,634 5,821 2,633 7,445 18,308 - 52,127,349

a) The assets of the company were fair valued on acquisition in line with the provisions of the International Financial Reporting Standards. The fair value
amount of each asset is carried at deemed cost.

b) Depreciation charge (rather than gas turbine’s) of N86,036,000 (31 December 2017: N80,979,000) is included in the administrative expenses of the
statement of profit or loss and other comprehensive income. Gas turbine depreciation of N3,398,083,000 is included in the cost of sales (31 December

2017: N3,348,377,000)

¢) There was no lien on any of the Company’'s property, plant and equipment as at 31 December 2018.

d) No impairment charge on property, plant and equipment during the year,

14. Intangible assets

The movement on this account in the year was as follows:

Cost

At 1 January
Additions

At 31 December

Accumulated amortisation

At 1 January
Charge
At 31 December

Carrying amount

a) Intangible assets represent the computer software used by the Company.
b) The amortisation of intangible asset recognised in the administrative expenses in the statement of profit or loss and other comprehensive income is

¥970,000 (31 December 2017 : W1,133,000).
¢) No impairment charge on intangible asset during the year.
d) No lien on the intangible assets of the Company at 31 December 2018.

w000 N'000
27,348 27,347
27,348 27 347
25,381 24 248

970 1,133
26,351 25,381
997 1,966
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15

Deferred tax assets

a) Recognised deferred tax assets

Deferred tax assets and liabilities are attributable to the following:

2018 2017 2018 2017 2018 2017

#'000 #'000 #'000 w000 #'000 #'000
Property, plant and equipment 4,534,952 2,691,130 - - 4,534,952 2,691,130
Other liabilities 490 492 - - 490 492
4,535,442 2,691,622 - - 4,535,442 2,691,622

Recognized in Rei_:ogmzed
1-Jan-18 profit or loss nO0 31-Dec-18
H'000 ¥'000 #'000 #'000
b) Movement in temporary differences during the year

Property, plant and equipment 2,691,130 1,843,822 - 4,534,952
Other liabilities 492 (2) - 490
2,691,622 1,843,820 - 4,535,442

16.

16.1
16.2
16.3

17.

18.

31-Dec-18 31-Dec-17

w000 #'000

Inventories
Spares, tools and consumables (Note 16.1) 709,699 676,619
Inventories include spare parts, tools and consumables in stores.
There was no impairment of inventory during the year.
No lien on the inventories of the Company at 31 December 2018.
Trade and other receivables
Trade receivables (Note 17.1) 32,044,767 32,594,881
Receivables from related parties (Note 27) 8,596,710 3,531,327
Prepayments 158,164 292,987
Prepaid staff expense 98,607 1,055
Interest receivable 14,407 -
Withholding receivable on interest income 1,954 3,663

40,914,609 36,423,913

Trade receivables represent outstanding balances from monthly Energy Sold and Capacity Charged to the Transmission Company
of Nigeria i.e Total monthly final Settlement Statements less payments received to date from Market Operator and Nigerian Bulk
Electricity Trading Plc effective from November 1, 2013 and February 1, 2015 respectively to date.

The receivables were not impaired during the year due to the fact that the Central Bank of Nigeria (CBN) has set up a CBN-NEMSF
N213BN intervention fund to bail out the electricity industry in Nigeria. Geregu Power Plc and her gas suppliers have received the
sum of N4,231,452 880 from CBN intervention fund as at 31 December 2018 while the balance of N572,123,868 is under processing
for direct gas payment. In addition, the USD7.60Billion Power Sector Recovery Implementation Programme is in process to
ameliorate the liquidity problems in the NESI and the recent approved FGN N701b NBET Power Assurance Program (PAP) to cover
power outstandings from January 2017 to December 2018.

There is also a Power Purchase Agreement (PPA) between Geregu Power Plc and the Nigerian Bulk Electricity Trading PIc(NBET)
that guarantees 100% payment for Energy and Capacity. At the effectiveness of the PPA, Geregu is empowered to call up the Bank
Guarantee from NBET for the outstanding balances.

However, the Company's management has considered the discounting of the net trade receivables that are not expected to be
collected immediately. Discounting requires estimating the date of collection and the actual amounts that will be collected and
determining an appropriate interest rate to use. The Company uses its present cost of borrowing (i.e17.24%) as discount rate on the
outstanding net trade receivable balance. The discount amount i.e N3,167,893,962 has been recognised in the administrative
expense of statement of profit or loss and in the reported trade receivable balance in the statement of financial position.

Related party receivables represent the intercompany loan to Amperion Power Distribution Company Limited and Forte Oil Pic.

31-Dec-18

w000 #'000
Cash and cash equivalents
Cash at bank 38,189 161,567
Short-term deposit 745,000 -
As per statement of cash flows 783,189 161,567
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19.

20.

201

20.1.

20.1.

20.1.

31-Dec-18 31-Dec-17

§'000 #='000

Equity and reserves
a) Authorised Ordinary shares:

20,000,000 ordinary shares of 50k each 10,000 10,000
b) Issued and fully paid ordinary shares of 50k each

10,000,000 ordinary shares of 50k each 5,000 5,000
c) Retained earnings

Retained earnings represent the carried forward recognised income net

of expenses plus current period’s result attributable to shareholders.

At 1 January 65,419,817 52,461,039

Profit for the year 11,033,715 13,458,777

Dividend - (500.,000)

At 31 December 76,453,532 65,419,816
d) Other reserves

At 1 January (55) (55)

Defined benefit plan actuarial loss/(gain) - -

At 31 December (55) (55)
Long term employee benefits
The movement in the present value of the long term employee benefits was
as follows:
Gratuity liability at 1 January 14,965 11,149
Charge to profit and loss (Note 20.1.1) 5,400 3,815
Gratuity liability at the end of the year 20,365 14,964
Planned asset at 1 January (16,606) (11,784)
Additional funding during the year (2,250) (2,400)
Actual return on planned assets (2,660) (2,421)
At end of the year (over)/under funded position (1,1561) (1,641)
Expenses recognised in statement of profit or loss and other comprehensive income
Current service costs (Note 20.1.1) 5,400 2,032
Interest costs - 1,784
Return on planned assets (2,660) (2,421)

2,740 1,395

Current service costs are recognised in administrative expenses in the statement of profit or loss while actual return on planned
assets and remeasurement loss are recognised in the statement of other comprehensive income.

The actuarial valuation report was signed in January 2017 and was carried out in line with 1AS 19 requirements by Miller Kingsley
(FRC/2012/NAS/00000002392 of KMC Actuarial Services, a Fellow of the Society of Actuaries, USA.

The planned asset is funded with Mansard Investment Limited and has a value of WN21,514,947 (31 December 2017 :
#16,605,086).

Stated below are the key assumptions used:
Discount rate/average rate of return on assets 15.50% p.a. 14.60% p.a.
Average rate of salary increase 12% p.a. 10% p.a.
Inflation rate 12% p.a. 12% p.a.
Mortality of members A49/52
AB7/70 English English Life
Life tables tables

The weighted average future service of the Plan is 4.41years. The average weighted duration of the closest Nigerian bond as at the
valuation date, 31st December 2018 is the 10.0% 18-Jul-2030 bond with a weighted average duration of 4.15 years and with a gross
redemption yield of about 15.48% as at 31 December 2018.
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21.

211

22.

Sensitivities

The scheme liabilities has been tested against investment return, withdrawal rates, mortality rates and the salary increase rate with
the following results:

31-Doc-18

w000 w000
Revised liability
-300 basis point change in investment return 28,078 18.118
+300 basis point change in investment return 17,017 17,097
20% higher withdrawals 24,462 18,100
20% less withdrawals 14,890 17,114
10% higher mortality 21,377 17,713
10% lower mortality 21,165 17,502
10% higher salary increase rate 53,178 18,312
10% lower salary increase rate 12,337 16,903
Percentage change from base results
-300 basis point change in investment return 32% 2.90%
+300 basis point change in investment return -20% -2.90%
5% higher withdrawals 15% 2.80%
5% less withdrawals -30% -2.80%
10% higher mortality 0.50% 0.60%
10% lower mortality -0.50% -0.60%
20% higher salary increase rate 150% 4.00%
20% lower salary increase rate -42% -4.00%

Methodology

The approach for conducting the sensitivity was a recalculation of the accrued benefit obligation on the scheme for each revised
assumption. The percentage difference between the new result and the base result provides a measure of the sensitivity to the
change.

The estimated additional accrual for the year is N5,400,000 (31 December 2017 : N3,815,340).

There are three categories of employees in Geregu Power Plc, first category are those on direct long term contract with the
company, second category are direct hire on short term contract with the company, while third category are associates on
secondment to Geregu from Boomtac Gold Concept Limited (2017: Adoy Limited). Only the first category are covered by this long

term benefit.
31-Doc-17

w000 ='000

Trade and other payables

Current trade and other payables

Trade payables

Gas accounts payable 17,384,772 19,321,103

Other creditors 80,039 72,314

Payable to related parties (Note 27) 13,246 -
17,478,057 19,393,417

Non-trade payables and other creditors

Non-trade payables and other creditors (Note 21.1) 1,262,047 4,376,762

18,740,104 __ 23770179

Non-trade payables and other creditors consists of about NGN744 million accrued for Minor inspection costs and other accrued
expenses; N455,975 for account payable staff, N490Million for dividend payable (After dividend pay-out of N1,225,000,000 to FGN
during the year); N22,037,885 for withholding tax liabilities and N6,251,355 for retention fees as at 31 December 2018.

The carrying amounts of accruals and other payables as at 31 December 2018 approximate their fair values. Other payables are
derecognised when the obligation under the liability is settled, cancelled or expired.

Deferred fair value gain on loan
Deferred fair value gain on loan represents the benefit of the below-market rate of interest measured as the difference between the
initial carrying value of the loan and the proceeds received.

31-Dec-17
#'000 N'000

At 1 January 1,021,573 1,475,604
Released during the year (454,033) (454,031)
At 31 December 567,540 1,021,573
Analysis of current and non-current portions
Non-current 113,507 567,540
Current 454,033 454,033

567,540 1,021,573
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23.

24,

In June 2015, the Bank of Industry through First Bank of Nigeria Limited granted Geregu Power Plc the sum of K9,924,963,400 long-
term loan repayable 5 years at an all-in annual interest rate of 7% for part-financing the overhaul of the 3 gas turbines of the Geregu
Power Pic under the Power and Aviation Intervention Fund. The loan has 12 months moratorium on principal and 6 months
moratorium on interest. Given the concessional terms at which the Company secured the loan, it is considered to have an element
of deferred fair value gain.

The difference between the gross proceeds and the fair value of the loan is the benefit derived from the below-market rate of interest
loan and is recognised as deferred revenue. The facility is secured by an all-asset debenture of the ultimate parent company, Forte
Qil Plc to be shared accordingly with the existing lenders.

Loans and borrowings

This note provides information about the contractual terms of the Company’s interest-bearing loans and borrowings which are
measured at amortised cost. For more information about the Company’s exposure to interest rate and liquidity risks, see Note 5.

31-Dec-18 31-Dec-17

W'000 000

At 1 January 5,031,150 7,001,296

Addition 683,897 470,003

Repayment (2,806,658) (2,440,149)

At 31 December 2,908,389 5,031,150

Analysis of current and non-current portions

Non-current 275,419 2,224 493

Current 2,632,971 2,806,657
2,908,390 5,031,150

Loans and borrowings of N2,908,389,000 represents the net remeasured amount amortized at prime interest rate that has beeen
disbursed to the Company by First Bank of Nigeria from the CBN/BOI PAIF facility of N9,924,963,400.00 to part-finance the overhaul
of the Company's three(3) Gas Turbines.

The collateral for the loan from First Bank are: all assets debenture of the Group Parent Company (Forte Oil Plc); Charge on the
51% shares of Geregu Power Plc owned by Amperion; Corporate Guarantee of Amperion Power Distribution Company Limited and
domiciliation of all the Company's receivables account to First bank while the facility subsists.

31-Dec-17
Nominal Yearof Present value Present value
Currency interest maturity
®'000 w000

Terms and debt repayment schedule
Terms and condition of outstanding loan:
Secured term loan Naira 17.24% 2020 2,908,390 5,031,150
Financial instruments
Credit risk
Exposure to credit risk
The carrying amount of financial assets represents the maximum credit exposure.
The maximum exposure to credit risk at the reporting date was:
Trade and other receivables (Note 17) 40,914,609 36,423,913
Cash and cash equivalents (Note 18) 783,189 161,567

41,697,798 36,585,480
The aging of trade and other receivables at the reporting date was:
0 - 2 months 11,370,038 11,160,548
2 - 3 months 791,187 3,713,898
3 - 6 months 2,567,574 3,252,618
6 - 12 months 10,995,435 6,641,864
More than 12 months 15,190,372 11,654,985

40,914,606 36,423,914
Foreign exchange exposure
Bank balances denominated in other currencies 13,225 33,248
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26.2 Key management personnel and compensation
The company has 70 employees as at 31 December 2018 (31 December 2017: 63 employees):

31-Dec-18 31-Dec-17

Managing Director/Chief Execuctive Officer Adeyemi Adenuga Adeyemi Adenuga
Chief Financial Officer Ganiyu L. Adisa Ganiyu L. Adisa
Bussiness Assurance and Compliance Manager Taofeek Popoola Taofeek Popoola

31-Dec-18 31-Dec-17

®’'000 #'000

Key management personnel of the company are the three
management staff stated above. Key management personnel's
remunerations include the following expenses:
Short-term employee benefits:
Salaries including allowances 49,206 40,708
Post-employment benefits:
Defined contribution to compulsory pension fund scheme 3,330 2,191
Defined benefit gratuity scheme 16,476 13,560

69,012 56,459

Staff numbers and costs:
The average number of persons employed (excluding Directors) in the Company during the year were as

follows:

Management 3 3
Senior 33 28
Junior 34 32

70 63

26.3 The table below shows the number of employees of the Company (other than Directors) who earned over
#1,000,000 during the year and which fell within the bands stated below:

. .
1 - 1,000,000 18 13
1,000,001 - 2,000,000 19 20
2,000,001 - 4 000,000 13 10
4,000,001 - 8,000,000 10 9
8,000,001 - 16,000,000 10 11
70 63
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27. Related party transactions
The aggregate value of transactions and outstanding balances relating to these entities were as follows:
Nature of Transaction value during
Related Parties transaction Relationship the year Balance outstanding as at:
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
#'000 #'000 ¥§'000 #'000
Amperion Power Loans and
Distribution Company Ltd  Dividend Parent 5,467,886 2,873,824 8,596,710 3,128,824
Forte Qil Plc Advances and
management
service charges
Ultimate Parent 188,384 2,046,528 - 402,503
5,656,270 4,920,351 8,596,710 3,531,327
28. Capital commitments
The Company's gas turbines major overhaul contract costs to date was USD93,150,507 between Siemens Nigeria
Limited and Geregu Power Plc. The full sum of USD93,150,506.79 had been paid to Siemens Limited as at 31
December 2018.
28.1 Cash commitments
The sum of N593,679 included in the cash and cash equivalent is committed for part-repayment of the CBN/BOI PAIF
facility for the next two quarters; March and June 2019.
29. Events after the financial position date
The sum of N3,763,146,718.35 were received between January 1 and March 20, 2019 from the Nigerian Bulk
Electricity Trading Plc (NBET) and the sum of N4,639,506,230.69 were alsc paid directly to the gas suppliers and
transporters by NBET on behalf of the Company. The total amount, N8,402,652,949.04 were part of the reported trade
receivables.
30. Prior year corresponding balances

Certain prior year balances have been reclassified to ensure proper disclosure and uniformity with current year's
presentation. These reclassifications have no net impact on these financial statements.

41



GEREGU POWER PLC

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

Other National Disclosures



GEREGU POWER PLC

STATEMENT OF VALUE ADDED
FOR THE YEAR ENDED 31 DECEMBER 2018

§'000 % #'000 %
Turnover 35,005,972 36,613,569
Other income 49,593 183,628
Finance income 1,912,061 720,344

36,967,626 37517541

Brought in material and services - local (23,595,782) (22,245,006)
Value added 13,371,844 100 15,272,535 100
Applied as follows:
To pay employees:
Salaries, welfare and staff retirement benefits 475,616 4 407,084 3
To pay Government:
Taxation (1,622,576) (12) (2,429,830) (16)
To provide for replacement of assets:
- Depreciation of property, plant, and equipment 3,485,089 26 3,836,504 25
- Profit for the year 11,033,715 83 13,458,777 88
Value added 13,371,844 100 15,272,535 100

Valued added represents the additional wealth created by the Company during the reporting year. This
statement shows the allocation of that wealth among employees, shareholder, capital providers, and that
retained for the future creation of more wealth.
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Statement of financial position

Funds employed
Share capital
Retained earnings
Other reserves

Shareholder's fund

Current liabilities
Non-current liabilities

Assets employed
Non-current assets
Current assets

Statement of profit or loss
Revenue

Operating profit

Profit before income tax

Profit after tax

Basic and diluted earnings per

share in (H)
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31-Dec-18
§'000 #='000 #'000 w000 #'000
5,000 5,000 5,000 5,000 5,000
76,453,532 65,419,816 52,461,039 53,159,715 49,590,188
55 55 55 (354) (222)
76,458,587 65,424 871 52,466,094 53,164,361 49 594 966
22,224,923 27,292 661 18,670,093 6,910,574 2,544 431
388,926 2,792,033 5,042,530 4,261,471 3,161
99,072,436 95,509,566 76,178,718 64,336,406 52,142,558
56,664,939 58,247,466 59,391,344 52,315,341 44 027,721
42,407,497 37,262,099 16,787,373 12,021,065 8,114,837
99,072,436 95,509,566 76,178,717 64,336,406 52,142 558
8’000 H'000 #'000 §'000 N'000
35,005,972 36,613,569 12,943,953 10,267,752 9,062,000
8,183,148 11,317,961 3,093,076 3,975,932 4.121,126
9,411,139 11,028,947 2,331,042 3,569,528 4,159,471
11,033,715 13,458,777 2,301,732 3,569,396 4,159,471
1,103.37 1,345.88 230.17 357 416.00
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GEREGU POWER PLC

DETAILED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2018

Revenue
Cost of sales

Gross profit from operation
Other income
Finance cost

Gross profit and other income

Administrative expenses

Generator repairs/plant maintenance
Energy import and regulatory charges
Personnel cost

Depreciation and amortization expenses
Plant and machinery insurance
Postages, printing and stationeries

Rent and rates

Other repairs and maintenence expenses
Telephone and internet expenses
Public relations, promotions and advertisement
Transport and travel costs

Legal fees

Cleaning, safety and security expenses
Audit fees

Board and AGM expenses

Professional and consultancy fees
Other insurance expenses

Bank charges

Directors' fees and allowances

Loss on disposal of assets

Profit before taxes
Income tax credit/(expense)
Total comprehensive income for the year
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N’000 N'000
35,005,971 36,613,569
(21,604,140) (23,648,240)
13,401,831 12,965,329

49,593 183,628
1,227,991 (289,014)
14,679,415 12,859,943
239,606 312,610
12,417 21,114
475,612 407,084
87,005 89,555
340,887 259,921
4,998 2,287
183,639 24,839
6,088 6,483
31,790 31,951
6,264 14,931
117,634 101,296
6,563 9,380
54,839 59,359
5,000 10,000
12,218 17,754
90,398 95,113
3,770 3,681
13,091 5,327
408,563 358,311
3,167,894 -
5,268,276 1,830,996
9,411,139 11,028,947
1,622,576 2,429,830
11,033,715 13,458,777




