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Kaduna Electricity Distribution Plc.
Annual reports and financial statements

For the year ended 31 December 2018
Chairman’s Statement

Our Dear Shareholders,

| am pleased to make this statement at the end
of the 2018 Financial Year of Kaduna Electricity
Distribution Plc (Kaduna Electric).

| will begin by thanking Shareholders for their
unending support to the Board and Management
of Kaduna Electric in view of the challenging
operational,  business = and  regulatory
environment. While it has been a tough business
year in 2018, it is clear that the Nigerian
Electricity Supply Industry (NESI) as a whole is
evolving therefore faced with unexpected
hurdles in the course of its journey. With a
multitude of dimensional issues, the industry is
characterized by low capital investment, low
level of power output, non-cost reflective tariff,
missed rounds of tariff review (Dec 2016, June
2017, Dec 2017, June 2018 & Dec 2018),
inflexibility of MYTO methodology, grid system
collapses amongst others. Despite these
challenges, there is great potential in an industry BN

that must work for the overall development of the Nation. We are steadily making progress with the

unwavering belief that there will be stable electricity supply to the Nigerian populace and that better
results would be achieved.

NESI IN THE YEAR 2018 -

The Nigerian Electricity Supply Industry (NESI) continues to undergo abrupt regulatory and policy
changes and unimplemented tariff schedules. The unpredictability of policy and regulatory environment

translates into an uncertainty that would keep potential investors at bay thereby, stalling access to
funding in a market facing serious liquidity challenges.

Significant developments that occurred within the year include the implementation of several polices as
well as the issuance and/or amendment of power sector regulations, all geared towards providing a
reliable, stable and sustainable power sector. One of these regulations is Nigerian Electricity
Regulatory Commission’s (NERC) Meter Asset Provider (MAP) Regulation issued in 2018 for the
purpose of providing a structured process of providing and maintaining meters. Essentially, the MAP
Regulations 2018 allow us to engage a third party in the procurement, provision and management of
meters for our customers. This is indeed a welcome development which when fine-tuned would ease
access to meters by customers and energy accounting for DisCos.
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Chairman’s Statement (Cont’d)

STRATEGIC POSITIVE STRIDES

Kaduna Electric has taken strategic positive strides in 2018 to reposition itself for operational efficiency.
The Company has been restructured with the aim of strategically positioning it for enhanced service

delivery. This exercise has impacted positively on the morale of Staff and the overall corporate image
of the Company.

In an industry facing severe liquidity challenges and investor apathy, Kaduna Electric has been able to
attract investors who are not only willing but are also capable of investing resources in the business.
This will be achieved through direct investments in the Company’s network for upgrade rehabilitation,
metering, energy accounting and in summary, improved service to the customer. The strategy is to
have a mix of off and on-grid connections with focus on the energy requirement of the customer base
within the locality and attention to improving the means of livelihoods of the people being served. This
will be fully realized as soon as the shortfall clogging the balance sheet of the Company is cleared.

Being a customer-centric Company, ICT innovations have been made to serve customers better and
indices show that timely response to customer complaints are on a steady increase. Also, online
platforms for purchase of tokens and even meters have simplified access to our services. Automation
of certain services for efficiency has been done.

On a very positive note, the Company has maintained a very high position among its peers on Health
and Safety by NEMSA's Standards. This is a testimony to investments and commitment made to
ensure that the safety of staff and the customers we serve are paramount. Consistent safety trainings
are held and safety equipments supplied as and when required. This position has been sustained
despite the challenges faced with willful destruction of Company assets by miscreants and vandals.

Metering customers has been a high priority project and despite the large capital outlay of the venture,
Kaduna Electric has made concerted efforts to ensure that customers are metered. With the welcome
Development of the MAP Scheme, Agreements have been signed with MAPs for the metering of
customers. It is anticipated that the deployment of meters will improve customer payment response rate
and reduce incidents of electricity theft.

Continuous engagement with stakeholders (Judiciary and Security Agencies) on combating the
negative effects of vandalism have been ongoing and on another positive note, several convictions
have been obtained for vandals whose sentences would deter future offenders.

In an effort to reduce ATC&C losses, several initiatives have been undertaken. Engagements with key
customers have been ongoing to improve supply at the required voltage and ensure they are properly
metered. Our focus is on customer satisfaction and these customers have through various mediums,
expressed their appreciation of the service provided.
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Chairman’s Statement (Cont’d)

THE FUTURE

It will be almost impossible to make this statement without emphasizing the difficult operational terrain
within which this business exists. These include security challenges in some of the franchise States of
the Company’s operations on the one hand and the economic realities or low purchasing power of the
inhabitants of those areas on the other hand. Nevertheless, the Company still makes it a priority to
make electricity accessible to all its customers. Despite these challenges and circumstances, there is a
glimmer of hope that the challenges faced today will pave way for better days ahead as recent
developments have created an aura of optimism. There is hope for a renewed regulatory attitude and
atmosphere following the appointment of a new Board for NERC. There is optimism that better policies
will be put in place to enable the market participants, especially the DisCos improve not only on their
operations but their output as well. We are optimistic that the new NERC Board will take positive steps
to set the sector on the path of growth and sustainability.

Several efforts are currently being put in place by the Federal Government of Nigeria (FGN) through the
Federal Ministry of Power, NERC and other industry stakeholders to combat collection losses within the
electricity sector. In addition, there is also the need for our Company to harness the opportunities in the
Nigerian renewable energy space. Nigeria's electricity mix is still largely dominated by thermal and
hydro generation technology therefore, deploying renewable power technology and more particularly,
solar technology would largely help increase the Nation’s electricity grid and guarantee more reliable
electric power supply. Deploying solar technology is of course not limited to on-grid power generation.
Besides, the broad objectives of the recovery programme for the power sector is focused on the
increase of power generation by optimizing non-operational capacity and improving on the efficiency of
Discos. This is to be achieved through the elimination of pipeline vandalism, completion of all major gas
pipelines to power generation facilities, reduction of transmission losses, the privatization of the power
assets amongst other key activities. We had hoped that the program will provide a permanent
resolution of all MDA debts. The Meter Asset Providers (MAP) Regulation which was introduced in
March 2018 did not commence by year end. It is hoped that in 2019, all knotty issues for the kick-off of
MAP will be ironed out and the installation of meters for our teeming customers will commence. The
Company has braced itself for this task because it provides assurance for our revenue as well as
efficient use of energy by customers. However, we are not resting on our oars to prevent power theft
that may arise from the meter rollout.

CONCLUSION

Once more, on behalf of the Board and Management of Kaduna Electric, | would like to thank the
Shareholders for the untiring support. | would also like to appreciate the Management and Staff of
Kaduna Electric. Thank you all for your understanding and patience as we look forward to a brighter
future.

Yusuf Hamisu Abubakar, OON
FRC/2016/MBA/00000014422
Chairman of the Board
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Report of the Directors

The Directors hereby submit their report together with the audited financial statements of the Company
for the year ended 31°t December 2018.

Incorporation

Kaduna Electricity Distribution Plc (“the Company) was incorporated in Nigeria under the Companies
and Allied Matters Act (C20), Laws of the Federal Republic of Nigeria (LFN) 2004 as a public limited
liability Company on 9" day of November 2005.

Principal Activities

The principal activities of the Company are the distribution and retail of electricity to households,
commercial and industrial customers within the franchise areas of Kaduna, Sokoto, Zamfara and Kebbi
States.

Results
31 December 31 December
2018 2017
§N'000 §'000
Revenue 41,084,055 42,259,144
Loss before tax (68,209,769) (49,166,241)
Tax credit/ (expense) 327,897 (52,836)
Loss for the year (67,881,872) (49,219,077)

Other comprehensive gain/(loss) NIL NIL

Total comprehensive loss for the year -67.881.872 (49.219.077)
Directors

The directors who held office during the year were:

Yusuf Hamisu Abubakar, OON | Chairman Nigerian
Engr. Garba Haruna Managing Director/CEO Nigerian
Tajuddeen Aminu Dantata Non-Executive Director Nigerian
Jamil Isyaku Gwamna PhD Noggn-Executive Director | Nigerian
Alex Okoh * Non-Executive Director Nigerian
Hassan Aminu Dantata Non-Executive Director Nigerian
Musaddig Adamu Non-Executive Director Nigerian
Garba Yusuf Imam Independent Director Nigerian

* Alternate Director for Director General of BPE: Yunana Malo

Board Committees

At the Board’s meeting held on 23rd December 2014, the Board passed a resolution to approve the
creation of three board committees as mandated by the Nigerian Electricity Regulatory Commission
(NERC); namely: — Audit and Regulatory Affairs, Finance and Corporate Governance Affairs, Technical
and Health, Safety, Environment Committee. The current membership of the committees are shown
below.
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Report of the Directors (Cont’d)

Audit and Compliance Committee

Garba Yusuf Imam Committee Chairman
Engr. Garba Haruna MD/CEQO
Tajuddeen Aminu Dantata Member
Jamil Isyaku Gwamna PhD Member
Yunana Malo Member
Hassan Aminu Dantata Member
Musaddig Adamu Member

Finance and Corporate Governance Affairs Committee

Dr. Jamil Isyaku Gwamna Committee Chairman
Engr. Garba Haruna MD/CEO
Tajuddeen Aminu Dantata Member
Yunana Malo Member
Hassan Aminu Dantata Member
Musaddig Adamu Member
Garba Yusuf Imam Member

Technical and Health, Safety, Environment Committee

Tajuddeen Aminu Dantata Committee Chairman
Engr. Garba Haruna MD/CEO
Jamil Isyaku Gwamna, PhD Member
Yunana Malo Member
Hassan Aminu Dantata Member
Musaddig Adamu Member
Garba Yusuf Imam Member

All the board committees were able to meet to deliberate on issues within their control by the end of the
financial year.

The attendance of Directors at board meetings during the year was as follows:

DIRECTORS DESIGNATION 24" Apr. | 1% Oct. | 12t Dec.
2018 2018 2018
Yusuf Hamisu Abubakar, OON | Chairman X X X
Engr. Garba Haruna Managing Director/CEO X X X
Tajuddeen Aminu Dantata Non-Executive Director X X X
Jamil Isyaku Gwamna PhD Non-Executive Director X X X
Yunana Malo * Non-Executive Director X X X
Hassan Aminu Dantata Non-Executive Director X X X
Musaddig Adamu Non-Executive Director X B X
Garba Yusuf Imam Independent Director X X X

Please note: X = Attended, B = Absent, Y = Yet to be appointed as Director, R = Resigned as
Director, and * = Alternative Director
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Report of the directors (Cont’d)

Sub Committee of the Board

The Board has established Committees consistent with NERC rules, each with written terms of
references approved by the Board. Currently, there are five (5) sub-committees that have been
approved.

The sub-committees are established to assist the Board to effectively and efficiently perform guidance
and oversight functions, among others.

1.

Finance and Corporate Governance Affairs Committee

The primary objective of the Committee is to carryout oversight function on matters relating to or
affecting the Company's financial direction and the development and implementation of
necessary initiatives. The Committee is responsible for proffering independent
recommendations to the Board on financial matters.

The Committee also has the following responsibilities:
To provide oversight with respect to capital structure, cash flow and key financial ratios of the
Company and make recommendations with respect to Company'’s financial policies.

Review policies with respect to distributions to shareholders generally, make recommendations
with respect to declaration of dividends and also recommend the repurchase of shares
Company from time to time consistent with authority levels established by the Board

Reviews the Company’s liquidity position, including the Company’s credit facilities.

To review the company’s credit ratings and monitor its activities with respect to credit rating
agencies.

To review financial plan and make recommendations on behalf of the Board as part of its
oversight functions.

Periodically review the Company’s investor relation’s program, shareholder profile and analyst
coverage.

To assist the Board in fulfilling its responsibilities relating to managing the financial activities of
the Company.

Any additional matter delegated to the Committee by the Board.

Audit and Regulatory Affairs Committee

The Audit and Regulatory Affairs Committee’s overall purpose is to enhance confidence in the
integrity of the Company’s process and procedures relating to internal control and corporate
reporting. The Audit and Regulatory Affairs Committee is responsible for the review of financial
reporting, appointment and provision of oversight for work of the external auditor. The
Committee makes recommendations to the Board concerning internal financial control,
effectiveness of its internal audit functions viz a viz compliance with internal process and the
Company and Allied Matters Act, cap C.20 Laws of the Federation of Nigeria 2004.

Technical and Health, Safety, Environment Committee

The primary objective of the Committee is to assist the Board in its oversight of the strategic and
technical operations and activities of the Company in delivering its business plans whilst not
diluting the accountability of the Company's executive team for the management of strategy and
technical operations of the Company.
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Report of the directors (Cont’d)

All the Board committees were able to meet and deliberate on issues within their control by the end of
the financial year.

The Committee derives its authority from the Board to:
» Assist the Board in effectively discharging its responsibilities prescribed by applicable laws

relating to financial accountability, audit risk assessment, financial and performance
management and financial reporting process.

e Adequately monitor and manage the Company’s system of internal control, audit process and
ensure due compliances with relevant corporate government and regulatory policies.

¢ Resolve any disagreement between management and auditor regarding financial reporting.

e Pre-recommended all auditing and non- audit services

Executive Management Committee
The Executive Management Committee is headed by the Managing Director/CEO and is responsible

for taking key operational decisions. It is constituted by the Heads of Departments and a few key Units.
This Committee meets fortnightly.

Management Committee
The Management Committee headed by the Managing Director/CEQ is responsible for the day-to-day
management of the business. It is made up of the Heads of Department and Units of the Company. The

management team meets once a month to deliberate and take decisions on critical issues affecting the
achievement of the strategic and operational goals of the Company.

Directors’ interest in contracts

None of the Directors has notified the Company for the purpose of section 277 of the Companies and
Allied Matters Act CAP (C20) LFN 2004 of their direct or indirect interest in contracts or proposed
contracts with the Company during the financial year.

Directors’ interest in shares

None of the Directors had any direct equity interest in the Company as at 315t December 2018. The
core investors through the special purpose vehicle, Northwest Power Limited, hold the equity interest in
the Company held by private investors as a result of the privatisation in 2013.

Shareholding Structure

As at 31 December 2018, the issued share capital of the Company as recorded in the register of
shareholders is as follows:

Number of Percentage of
shares held shares held (%)

Northwest Power Limited 6,000,000 60
Bureau of Public Enterprises (BPE) 3,200,000 32
Ministry of Finance Incorporated (MOFI) 800,000 8

Equal Opportunity Employer
The Company pursues an equal opportunity employment policy. It does not discriminate against any
person on the grounds of race, ethnic origin, religion, gender or physical disability.
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Report of the directors (Cont’d)

Employment of physically disabled persons
The Company maintains a policy of giving fair consideration to applications from physically disabled
persons, bearing in mind their respective aptitudes and abilities. In the event of employees becoming

disabled, every effort is made to ensure that their employment with the Company continues and that the
appropriate training is arranged.

Industrial and Employee Relations

The Company places considerable value on the involvement of its employees in its activities and keeps
them informed on matters affecting them as employees as well as the various factors affecting the
performance. This is achieved through various communication channels, which include email, notice
board, intranet, house magazine, regular Departmental meetings and Executive Management's town

hall type meetings. The relationship between Management and the Unions remain very cordial. Regular
dialogue takes place at formal and informal levels.

Training and development

The Company places great emphasis on the training and development of its employees and believes
that its people are its greatest asset. Training courses are geared towards the developmental needs of
employees and improvement in their skill sets to face the increasing challenges in the industry. We will

continue to invest in our human capital to ensure that our people are well trained and motivated to
achieve results for all our stakeholders.

Donations/Charitable Gifts
The Company made no donation during the year ended 31 December 2018 (2017: Nil)

By the Order of the Board

Company Secretary

Mo

Maryam Shehu Mohammad Phl)
Company Secretary
FRC/2019/002/00000020273
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Statement of Directors’ Responsibilities

The directors accept responsibility for the preparation of the financial statements set out on pages 16 to
58 that give a true and fair view in accordance with the International Financial Reporting Standards
(IFRS) and in the manner required by the Companies and Allied Matters Act, Cap C20, Law of the
Federation of Nigeria, 2004 and Financial Reporting Council of Nigeria Act, 2011.

The directors further accept responsibility for maintaining adequate accounting records as required by
the Companies and Allied Matters Act, Cap C20, LFN, 2004 and for such internal control as the
directors deemed necessary to enable the preparation of financial statements that are free from
material misstatement whether due to fraud or error.

The directors have made an assessment of the Company's ability to continue as a going concern and
have no reason to believe the Company will not remain a going concern in the years ahead.

SIGNED ON BEHALF OF THE BOARD OF DIRECTORS BY:

Alhaji Yusuf Abubakar Hamisu Engr. Haruna Garba Argungu
Chairman Managing Director
FRC/2016/MBA/00000014422 FRC/2017/10DN/000000016001
»~ BEZEN
— Lo : 5
Signature _ Signature

Date Date

11
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Report of the audit and compliance committee

To the members of Kaduna Electricity Distribution Plc.

i. The accounting and reporting policies of the Company are in accordance with legal
requirements and agreed ethical practices:

ii. The scope and planning of the audit for the year ended 31% December 2018 are satisfactory;
iii. Having reviewed the Independent Auditor's memorandum of recommendations on accounting
procedures and internal controls, we are satisfied with Management’s responses thereon.

Members of the Audit and Compliance Committee are:

1. Garba Yusuf Imam Chairman
2. Engr. Garba Haruna (MD/CEQ) Member
3. Dr. Jamil Isyaku Gwamna Member
4. Tajuddeen Aminu Dantata Member
5. Yunana Malo Member
6. Hassan Aminu Dantata Member
7. Musaddiq Mohammed Adamu Member
........................ / i/[,,.ﬂ-

Garba Yusuf Imam

Chairman, Audit and Compliance Committee
FRC/2017/CIBN/00000013895
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Ahmed Zakari& Co.

(CHARTERED ACCOUNTANTS)

REPORT OF THE AUDITORS
To the members of Kaduna Electricity Distribution Pic.

Opinion

We have audited the financial statements of Kaduna Electricity Distribution Plc (“The Company”) which
comprise the statement of financial position as 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 the notes to the financial statements including a summary of significant accounting
policies, as set out on pages 16 to 58.

In our opinion, the accompanying financial statements give a true and fair view of the financial position
of the company as at 31 December 2018 and of the financial performance and its cash flows for the year
then ended in accordance with the Companies and Allied Matters Act, CAP C20, LFN 2004 and in
compliance with the Financial Reporting Council of Nigeria Act No. 6, 2011 and the International
Financial Reporting Standards.

Basis of opinion

We conducted our audit in accordance with International Standards on Auditing. Our responsibilities
under those standards are further described in the Auditor's Responsibilities for 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 (Parts A and B) (IESBA
Code) and other independence requirements applicable to performing audits of financial statements in
Nigeria. We have fulfilled our other ethical responsibilities in accordance with the IESBA Code and in
accordance with other ethical requirements applicable to performing audits in Nigeria. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Material Uncertainty Related to Going Concern

We draw attention to Note 35 to the financial statements which indicates that the company had a net
current assets deficit of N159.509 Billion (2017: N95.799 Billion) and losses before tax of N68.209 Billion
(2017: N49.166 Billion). This condition, along with other matters as presented in Note 35, indicate the
occurrence of material uncertainty that may cast significant doubt on the company’s ability to continue
as a going concern. Our opinion is not modified in respect of this matter.

Key Audit Matters

Key Audit Matters are those matters which were of most significance to the audit of the financial
statements for the year ended 31 December 2018 based on our professional judgement. A separate
opinion has not been provided for these matters as these have been covered by our opinion on the audit

of the financial statements.

Area of focus Audit procedures
Impairment of trade and other receivables: i. ~ We assessed the methodology used in the
This continue to be a KAM as it was in prior year impairment of trade receivables and tested the

consistency of management application of its
policy on allowance for doubtful debt with those
of previous years.

because it contributed 26 percent to the reported
operating loss before tax of the entity as at 31
December 2018. (2017: 44 percent).

) ) ji. We reviewed the computation model used by
Historically, the risk of collection losses on the management together with all relevant input and
amount billed by the company for -electricity re-performed the computation of the provision.
consumed mostly lies with the Non Maximum
Demand category of the company’'s postpaid
customers. This historical trend together with other
matters disclosed on Note 18 were the basis for the
company's impairment on trade receivables.

jii. We checked the accuracy of the collection ratio
to the total revenue billed during the year,
especially on the Non Maximum Demand
Customers to validate the justification of the
impairment. '
13
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Other information

The Directors are responsible for the other information. The other information comprises the Chairman’s
statement, Report of the Directors, Statement of Directors’ Responsibilities, Report of the audit and
compliance committee, value added statement and five-year financial summary. Other information does
not include the financial statements and our audit report thereon. Our opinion on the financial statements
does not cover the other information and we do not express an audit opinion or 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, 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.

Directors’ responsibility for the financial statements

The Directors are responsible for overseeing the company’s financial reporting process including the
preparation and fair presentation of the financial statements in compliance with the Financial Reporting
Council of Nigeria Act No. 6, 2011 and in accordance with International Financial Reporting Standards
and in the manner required by the Companies and Allied Matters Act of Nigeria, Cap C20 LFN 2004.
This responsibility includes: designing, implementing and maintaining internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error; selecting and applying appropriate accounting policies, and making
accounting estimates that are reasonable in the circumstances.

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.

Responsibilities of the Auditor for 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 International Standards on Auditing 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 International Standards on Auditing, we exercise professional
judgement and maintain professional skepticism throughout the audit. We also:

e Identify 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.

e 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.

14



Responsibilities of the Auditor for the financial statements (Cont’d)

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Directors.

e Conclude on the appropriateness of the Directors' 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
audit report. However, future events or conditions may cause the company to cease to continue as
a going concern.

e 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.

We communicate with the Directors 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 the audit.

Report on Other Legal and Regulatory Matters
Compliance with the requirements of Schedule 6 of the Companies and Allied Matters Act CAP C20,
LFN 2004

We confirm that:

(i) We have obtained all the information and explanations which to the best of our knowledge
and belief were necessary for the purposes of the audit;
(i) Proper books of accounts have been kept by the company, so far as appears from our

examination of those books and adequate returns have been received for our audit from
branches not visited:;

(iii) The company’s statements of financial position and statement of profit or loss and other
comprehensive income are in agreement with the books of accounts.

Ly

Najib Imam, FCA
FRC/2013/ICAN/00000006900
For: Ahmed Zakari & Co.
(Chartered Accountants)

15 October 2019

Kano, Nigeria.
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KADUNA ELECTRICITY DISTRIBUTION PLC

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2018

Continuing operations

Revenue

Cost of sales

Gross loss

Other income
Administrative expenses
Impairment losses
Operating loss

Net finance cost

Loss before taxation

Income tax expenses

Loss for the year from continuing operations

Other comprehensive income

Total other comprehensive income
Total comprehensive loss for the year

Earnings per share (Kobo)
Basic

Diluted

Note

5.

14.

131

2018 2017
N'000 N'000
41,084,055 42,259,144
(59,429,662)  (48,213,393)
(18,345,607)  (5,954,249)
263,788 266,048
(22,120,422)  (24,496,429)
2 (576,945)
(40,202,241)  (30,761,575)
(28,007,528) _ (18,404,666)
(68,209,769)  (49,166,241)
327,897 (52,836)
(67,881,872)  (49,219,077)

_(67,881,872) _ (49,219,077)

(678.819) (492,191)
678.819) __ (492,191)

The notes on pages 20 to 56 and other national disclosures on pages 57 to 58 form an integral

part of the financial statements.
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KADUNA ELECTRICITY DISTRIBUTION PLC

STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2018
2018 2017

Note.  N'000 N'000
ASSETS
Non current assets
Property, plant and equipment 14. 48,407,564 47,481,264
Intangible assets 12. 568,141 -
Other non current assets 15, 15,199,732 -
Deferred tax assets 13.3 17,381,790 17,381,790
Total non current assets 81,557,227 64,863,054
Current assets e B
Inventories 16. 1,296,349 864,071
Trade receivables 17. 34,139,539 26,292,582
Other assets 18. 2,336,812 1,167,109
Cash and bank balances 19. 3,942,882 829,005
Total current assets 41,715,582 29,152,767
TOTAL ASSETS M& 94,015,821
EQUITY & LIABILITIES %
Equity . .
Share capital 20. - 5000 5,000
Capital contribution 21. 51,716,644 _ 47,238,701
Retained eamings (145,907,595) _ (78,180,322)

Total equity _ (94,185951) _ (30,936,621)
Non-current liabilities Sy

Borrowings 24, 16,233,218 -
Current liabilities ' i

Trade and other payables 23. 201,129,283 124,528,287
Current tax payable 13.2 96,259 424 155
Total current liabilities : ' 201,225,542 124,952,442
Total liabilities . 217,458,760 124,952 442
TOTAL EQUITY AND LIABILITIES 123!2725809 94,015,821

The financial statements on pages 16 to 58 were approved and authorised for issue by the Board of

Directors on 15 October 2019 and were signed on its behalf by:

) sl
/uu [l
Yusuf Abubakar Hamisu Haruna Garba Argungu Tajudeen Gwadabe, ACA
Chairman Managing Director Chief Financial Officer

FRC/2016/MBA/00000014422  FRC/201 7/IODN/000000016001  FRC/2017/ICAN/00000016454

The notes on pages 21 to 56 and other nationdlfdisclosures on pages 57 to 58 form an integral part of

the financial statements.
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KADUNA ELECTRICITY DISTRIBUTION PLC

STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2018

2018 2017
Note N'000 N'000

Cash flows from Operating Activities
Loss before tax (68,209,769)  (49,166,241)
Adjustments for:
Depreciation and amortisation 1,860,978 1,641,485
Provision for impairment losses 12. 16,546,528 21,858,272
Unrealised fair value gains 9.1 (488,572) -
Cash flow before changes in working capital (560,290,835) (25,666,484)
Movement in working capital:

Decrease/ (Increase) in inventory (432,278) 1,372,427
Decreasel/(increase) in trade and other receivables (24,238,884) (28,308,420)
Decrease/(increase) in other assets (1,169,703) 1,330,393
(Decrease)/increase in trade and other payables 76,600,995 52,887,745
Net Cash flow from operating activities 469,295 1,615,660
Cashflow from financing activities

Borrowings 21,941,610 -
Borrowings repayments (741,878) -
Net cash flow from financing activities 21,198,732 -
Cash flows from Investing Activities

Purchase of property, plant and equipment 14. (2,597,897) (2,072,907)
Purchase of intangible asset(Computer software) 12 (757,521) -
Loans recoverable (15,199,732) -
Finance cost 9.1 - =
Net cash used in investing activities (18,555,149) (2,072,906)
Net decrease in cash and cash equivalents 3,113,878 (457,246)
Net cash and cash equivalents at the beginning of the year 829,004 1,286,249
Net cash and cash equivalents at the end of the year 19. 3,942,882 829,004
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KADUNA ELECTRICITY DISTRIBUTION PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
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1. General Information 21 29. Approval of financial statements 51
2. Application of new and revised 22 30. Capital management 51
International Financial Reporting
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KADUNA ELECTRICITY DISTRIBUTION PLC

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

1, General Information

.1 Legal form
Kaduna Electrictity Distribution Plc was incorporated as a public liability company on 8 November, 2005 to

take over as a going concern, the distribution operations and activities of the Power Holding Company of
Nigeria Plc ("PHCN") in the Kaduna, Sokoto, Zamfara and Kebbi States areas and their environs. Bureau of
Public Enterprises and Ministry of Finance Incorporation held 80% and 20% respectively of its share capital
up to 3 December 2014. As a result of share purchase agreement with a core investor, Northwest Power

Ltd, the shareholding structure changed as follows with effect from 4th December 2014.
%

Bureau of Public Enterprises 32
Ministry of Finance Incorporation 8
Northwest Power Limited 60

.1a Increase in Authorised Share Capital
At the extra-ordinary general meeting of the board of Kaduna Electricity Distribution Plc of 12 January 2017,

Special resolutions were passed that the authorised share capital of the company be increased from
10,000,000 ordinary share to 20,000,000 ordinary shares of 50 Kobo per share. Each of the new shares is
to rank pari passu with the existing ordinary share of the company and the allotment to existing

shareholders to be on pro-rata basis.

.2 Principal Activity
The Company is into the business of distribution and marketing of electricity to private and government

customers in Kaduna, Kebbi, Sokoto and Zamfara states.

.3 Composition of financial statements
The financial statements are drawn up in naira, the functional currency of Kaduna Electricity Distribution Plc

in accordance with International Financial Reporting Standards (IFRS).

« Statement of profit or loss and other comprehensive Income
« Statement of financial position

- Statement of changes in equity

» Statement of cash flows

» Notes to the financial statements

« Other non IFRS disclosures.

.4 Basis of measurement
The financial statements have been prepared on the historical cost basis except for financial instruments

that are measured at fair values, as explained in the accounting policies below. Historical cost is generally
based on the fair value of the consideration given in exchange for assets.

.5 Financial period
These financial statements cover the financial period from 1 January 2018 to 31 December 2018 with

comparatives for the year ended 31 December 2017.

.6 Statement of compliance
The Company's financial statements for the year ended 31 December 2018 and the accompanying

comparative financial statement relate to the full year ended 31 December 2017 are presented in
accordance with, and comply with, International Financial Reporting Standards (IFRS) and International
Reporting Interpretations Committee (IFRIC) interpretations issued and effective for the periods presented.
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KADUNA ELECTRICITY DISTRIBUTION PLC

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

Application of new and revised International Financial Reporting Standards (IFRSs)

.1 Accounting standards and interpretations issued but not yet effective
The following revisions to accounting standards and pronouncements were issued but are not yet effective. Where
IFRSs and IFRIC Interpretations listed below permits early adoption, the company has not applied any in the
preparation of these financial statements.

The full impact of these IFRSs and IFRIC Interpretations is currently being assessed by the company, but none of
these pronouncements are expected to result in any material adjustments to the financial statements.

Standard Pronouncement/details of amendment Issued Effective Date
IFRS 16 Leases It provides a single lessee accounting model, requiring lessees ~ January ~ Annual periods
to recognize assets and liabilities for all leases unless the lease 2016 beginning on or
term is 12 months or less or the underlying asset has a low after 1 January
value, 2019
Amendments to to address the concerns about how IFRS 9 'Financial 12 October Annual periods
IFRS 9 Instruments' classifies particular prepayable financial assets. In 2017 beginning on or
(Prepayments addition, the IASB clarified an aspect of the accounting for after 1 January
features) financial liabilities following a modification. 2019
IFRIC 23 Establishes the determination of taxable profit (tax loss), tax June 2017 Applicable to
Uncertainty over ~ bases, unused tax losses, unused tax credits and tax rates, annual  reporting
Income Tax when there is uncertainty over income tax treatments under IAS periods beginning
Treatmenis 12 on or after 1
Amendments to This is aimed at resolving the difficulties that arise when an 22 October Annual periods
IFRS 3 Business  entity determines whether it has acquired a business or a group 2018 beginning on or
combinations of assets after 1 January
2020
New materiality On 31 October 2012, the IASB issued 'Definition of Material 31 October effective  annual
definition (Amendments to IAS 1 and IAS 8)' to clarify the definition of 2012 reporting  periods
‘material’ and to align the definition used in the Conceptual beginning on or
Framework and the standards themselves. The amendments after 1 January
are effective annual reporting periods beginning on or after 1 2020.
January 2020.
IFRS 17 Insurance Allows insurance liabilites to be measured at a current May 2017 Applicable to
Contracts fulfilment value and provides a more uniform measurement annual  reporting
and presentation approach for all insurance contracts. periods beginning
on or after 1
January 2021
IFRS 17 supersedes IFRS 4 Insurance Contracts as of 1
January 2021.
JAS 19 Employee This is to harmonise accounting practices and to provide more 7 February Annual periods
benefits relevant information for decision-making. An entity applies the 2018 beginning on or
amendments to plan amendments, curtailments or settlements after 1 January
occurring on or after the beginning of the first annual reporting 2019
period that begins on or after 1 January 2019.
IAS 28 This clarify that an entity applies IFRS 9 ‘Financial Instruments’ 12 October Annual periods
2017 beginning on or

Investments in
associates and
Joint ventures

to long-term interests in an associate or joint venture that form
part of the net investment in the associate or joint venture but to
which the equity method is not applied.

22
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KADUNA ELECTRICITY DISTRIBUTION PLC

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

Application of new and revised International Financial Reporting Standards (IFRSs) (Cont'd)

Accounting standards and interpretations issued but not yet effective (cont’d)

Annual Improvements to IFRS Standards 2014-2016 Cycle

IFRS 1 First-time adoption of IFRSs
Deletes the short-term exemptions in paragraphs E3-E7 of IFRS 1, because they have now served their
intended purpose. This amendment was issued on 8 December 2016 and effective periods beginning on

or after January 2018.

IAS 28- Investment in associates and joint ventures.

Clarifies that the election to measure at fair value through profit or loss an investment in an associate or a
joint venture that is held by an entity that is a venture capital organisation, or other qualifying entity, is
available for each investment in an associate or joint venture on an investment-by-investment basis, upon
initial recognition. This amendment was issued on 8 December 2016 and effective periods beginning on or

after January 2018.

Prepayment Features with Negative Compensation (Amendments to IFRS 9)

Amends the existing requirements in IFRS 9 regarding termination rights in order to allow measurement at
amortised cost (or, depending on the business model, at fair value through other comprehensive income)
even in the case of negative compensation payments. Issued on 12 October 2017 and expected to

become effective from 1 January 2019.

Long-term Interests in Associates and Joint Ventures (Amendments to IAS 28)

Clarifies that an entity applies IFRS 9 Financial Instruments to long-term interests in an associate or joint
venture that form part of the net investment in the associate or joint venture but to which the equity method
is not applied. The amendment was issued 8 December 2016 and effective period beginning on or after 1

January 2018

Annual Improvements to IFRS Standards 2015-2017 Cycle

Amendments to IFRS 3 and IFRS 11
The amendments to IFRS 3 clarify that when an entity obtains control of a business that is a joint

operation, it remeasures previously held interests in that business. The amendments to IFRS 11 clarify that
when an entity obtains joint control of a business that is a joint operation, the entity does not remeasure
previously held interests in that business. Issued date was 12 December 2017 and effective date is from 1

January 2019.

Amendments to IAS 12
The amendments clarify that the requirements in the former paragraph 52B (to recognise the income tax

consequences of dividends where the transactions or events that generated distributable profits are
recognised) apply to all income tax consequences of dividends by moving the paragraph away from
paragraph 52A that only deals with situations where there are different tax rates for distributed and
undistributed profits. Issued date was 12 December 2017 and effective date is from 1 January 2019.

Amendments fo IAS 23

The amendments clarify that if any specific borrowing remains outstanding after the related asset is ready
for its intended use or sale, that borrowing becomes part of the funds that an entity borrows generally when
calculating the capitalisation rate on general borrowings. Issued date was 12 December 2017 and effective

date is from 1 January 2019.
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KADUNA ELECTRICITY DISTRIBUTION PLC

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

2. Application of new and revised International Financial Reporting Standards (IFRSs) (Cont'd)

2 New and revised IFRSs/IFRICs affecting amounts reported and/or disclosures in this financial
statements

In the current year, the Company has applied a number of new and revised IFRSs issued by the
International Accounting Standards Board (IASB) that are mandatorily effective for an accounting period

that begins on or after 1 January 2018.

Pronouncement/a Nature of change Required to be
mendments implemented for
periods
beginning on or
after
JAS 40 Investment Amendments to clarify transfers of property to, or from, investment On or after 1
Property property January 2018
IFRS 15 Revenue Establishes a single comprehensive model for entities to use in  On or after 1
from Contracts with accounting for revenue arising from contracts with customers. January 2018

IFRS 15 will supersede the current revenue recognition guidance

Classification and

transactions that include a performance condition, the

Measurement of classification of share-based payment transactions with net
Share-based  settlement features, and the accounting for modifications of share-
Payment based payment transactions from cash-settled to equity-settled.
Transactions

24

Customer
including IAS 18 Revenue, IAS 11 Construction contracts and the
related interpretations when it becomes effective.
IFRS O Financial Finalised version, incorporating requirements for classification and  On or after 1
Instruments measurement, impairment, general hedge accounting and January 2018
derecognition.
IFRS 4 Insurance An entity choosing to apply the overlay approach retrospectively to  On or after 1
Contracts qualifying financial assets does so when it first applies IFRS 9. An  January 2018
entity choosing to apply the deferral approach does so for annual
periods beginning on or after 1 January 2018.
JAS 40 Investment Amendments to clarify transfers of property to, or from, investment  On or after 1
Property property January 2018
JERIC 22 Foreign The interpretation addresses foreign currency transactions or  On or after 1
Currency parts of transactions where: January 2018
Transactions and there is consideration that is denominated or priced in a foreign
Advance currency, the entity recognises a prepayment asset or a deferred
Consideration  income liability in respect of that consideration, in advance of the
recognition of the related asset, expense or income and the
prepayment asset or deferred income liability is non-monetary.
Amendments o Amends IFRS 2 Share-based Payment to clarify the standard in  On or after 1
IFRS 2: relation to the accounting for cash-settled share-based payment January 2018
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KADUNA ELECTRICITY DISTRIBUTION PLC

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

Significant accounting policies
The significant accounting policies are set out below:

Revenue recognition

The Company adopted IFRS 15 Revenue from contracts with customers on its effective date of 1
January 2018. IFRS 15 replaces IAS 18 Revenue and establishes a five-step model to account for
revenue arising from contracts with customers. It applies to all contracts with customers except leases,
financial instruments and insurance contracts.

The standard establishes a more systematic approach for revenue measurement and recognition by
introducing a five-step model governing revenue recognition. The five-step model requires the

(i) identify the contract with the customer
The entity's customers are restricted to those electricity consumers within the allocated franchise
areas of the company in Kaduna, Zamfara, Sokoto and Kebbi states. There are the Non
maximum demand (NMD) customers and the Maximum demand (MD) classes of customers. The
contracts with all the electricity consumers in these states other than those under the eligible
customers regulation are imposed by the Electric Power Sector Reform Act 2005.

(i) identify each of the performance obligations included in the contract,
The performance obligation of the company to the customers within its allocated franchise area is
the delivery of electricity to its NMD and MD classes of customers.

(i) Determine the transaction price

The entity operates in highly regulated industry and transaction prices are determined and fixed
by the Nigeria Electricity Regulatory Commission (NERC) in form of a Multi Year Tariff Order
(MYTO). The entity and its customers have no significant control on how the transaction prices
are determined.

The transaction prices are not adjusted to reflect the cash selling price at the point when energy
is delivered to the customer and neither the entity nor the customer is provided with significant
benefit of financing the energy delivered.

(iv) Allocation of the transaction price to each performance obligation
a. Prices on energy delivered to metered postpaid class of customers are allocated based on the

meter reading generated within a particular period, usually monthly.
b. The units of energy consumed by the prepaid class of customers are estimated at the end of
each month. The computation of estimates are carried out using prepaid customers historic

vending and consumption data.
c. The unit of energy allocated to the unmetered class of postpaid customers are estimated using

the regulatory approved estimation methodology.

(v) Recognise revenue as each performance obligation is satisfied.
Revenue is recognised at the point of delivery of energy to all classes of customers.

There are no significant impacts from the adoption of IFRS 15 in refation to the timing of when the
Company recognizes revenues or when revenue should be recognised gross as a principal or net as
an agent

Therefore, the Company will continue to recognise revenue from the sale of electricity and other
related energy services supplied to customers during the year and excludes Value Added Tax over
the 30 day period as stipulated in its standard contract.

In addition, guidance on interest and dividend income have been moved from IAS 18 to IFRS 9
without significant changes to the requirements.
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KADUNA ELECTRICITY DISTRIBUTION PLC

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

Significant accounting policies (cont'd)
.1 Revenue recognition (cont'd)

Revenue from distribution of electricity product
Revenue primarily represents the sales value of electricity and other related energy services supplied to

customers during the year and excludes Value Added Tax. The company generally recognizes revenue on
an accrual basis when the service has been provided in line with the requirement of IFRS 15 - Revenue

from Contracts with Customers.

Finance income and finance cost
Finance income comprises interest income on short-term deposits with banks and foreign exchange

gains. Interest income on short term deposits is recognized using the effective interest method.

Finance costs comprise interest expenses, impairment losses and bank charges. Interest expense on
interest bearing borrowings is recognized using the effective interest method. Borrowing costs that are
not directly attributable to the acquisition, construction or production of qualifying assets are recoghized
in profit or loss using the effective interest method. Foreign exchange gains and losses are recognized

on net basis.

Impact of adoption of new standard on the third statement of financial position

The Company adopted new IFRS standards during the period which led to changes in its accounting
policies. The Company applied these changes in accounting policies retrospectively and as such it is
expected to present a third statement of financial position as at the beginning of the preceding period in
addition to the minimum comparative financial statements as required by IAS 1.40A. However, the third
statement of financial position is not presented because the retrospective adjustments have no impact on

the third statement of financial position

.2 Leasing
The determination of whether an arrangement is, or contains, a lease is based on the substance of the

arrangement and requires an assessment of whether the fulfillment of the arrangement is dependent on the
use of a specific asset or assets and the arrangement conveys a right to use the asset.

The Company as lessee
Leases where the lessor retains a significant portion of the risks and benefits of ownership of the assets

are classified as operating leases and rentals payable are charged to the profit or loss on a straight line
basis over the lease term. Where the lessee retains the signifcant risks and rewards of ownership, the
lease is classified as finance lease.

Operating lease payments are recognised as an expense on a straight-line basis over the lease term,
except where another systematic basis is more representative of the time pattern in which economic
benefits from the leased asset are consumed. Contingent rentals arising under operating leases are
recognised as an expense in the period in which they are incurred.

Lease payments are apportioned between finance expenses and reduction of the lease obligation so as to

achieve a constant rate of interest on the remaining balance of the liability. Finance expenses are
recognised in profit or loss. Contingent rentals are recognised as expenses in the periods in which they are
incurred.

In the event that lease incentives are received to enter into operating leases, such incentives are
recognised as a liability. The aggregate benefit of incentives is recognised as a reduction of rental expense
on a straight-line basis, except where another systematic basis is more representative of the time pattern in
which economic benefits from the leased asset are consumed.
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KADUNA ELECTRICITY DISTRIBUTION PLC

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

Significant accounting policies (cont'd)

.3 Foreign currency translation
For the purpose of these financial statements, the results and financial position of Kaduna Electricity
Distribution Plc are expressed in Naira, which is the functional currency of the Company, and the

presentation currency for the financial statements.

In preparing the financial statements of the Company, transactions in currencies other than the entity's
functional currency (foreign currencies) are recognized at the rates of exchange prevailing on the dates of
the transactions. At each reporting date, monetary assets and liabilities that are denominated in foreign
currencies are retranslated at the rates prevailing at that date. Non-monetary items carried at fair value that
are denominated in foreign currencies are 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 retranslated.

Exchange differences on monetary items are recognised in the income statement in the period in which they
arise except for:

i) exchange differences on foreign currency borrowings relating to assets under construction for future
productive use, which are included in the cost of those assets when they are regarded as an adjustment
to interest costs on those foreign currency borrowings;

ii) exchange differences on transactions entered into in order to hedge certain foreign currency risks.

ii) exchange differences on monetary items receivable from or payable to a foreign operation for which
settlement is neither planned nor likely to occur (therefore forming part of the net investment in the
foreign operation), which are recognised initially in other comprehensive income and reclassified from

equity to profit or loss on repayment of the monetary items.

.4 Employee benefits

i) Short term employee benefits
Short term employee benefits are expensed as the related service is provided.

A liability is recognised for the amount expected to be paid if the Company has a present legal or
constructive obligation to pay this amount as a result of past service provided by the employee, and the

obligation can be reliably estimated.

ii) Defined contribution plans
The Company operates a defined contribution based retirement benefit scheme for its staff in

accordance with the Pension Reform Act of 2014 as amended with employee contributing 8% and
employer contributing 10% of the employee’s relevant emoluments. Payments to defined contribution
retirement benefit plans are recognised as an expense when employees have rendered the service

iif) Termination benefits
Termination benefits are expensed at the earlier of when the Company can no longer withdraw the offer

of those benefits and when the Company recognises costs for a restructuring. If benefits are not
expected to be settled wholly within 12 months of the end of the reporting period, then they are

.5 Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.

.5.1 Current tax
The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as reported

in the statement of comprehensive income because of items of income or expense that are taxable or
deductible in future years and items that are never taxable or deductible. The Company's liability for current
tax is caloulated using tax rates that have been enacted or substantatively enacted by the end of the

reporting periad.
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KADUNA ELECTRICITY DISTRIBUTION PLC

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

Significant accounting policies (cont'd)

.5.2 Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities in
the financial statements and the corresponding tax bases used in the computation of taxable profit. Deferred tax
liabilities are generally recognised for all taxable temporary differences. Deferred tax assets are generally
recognised for all deductible temporary differences to the extent that it is probable that taxable profits will be
available against which those deductible temporary differences can be utilised. Such deferred tax assets and
liabilities are not recognised if the temporary difference arises from goodwill or from the initial recognition (other
than in a business combination) of other assets and liabilities in a transaction that affects neither the taxable

profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences associated with investments in
subsidiaries and associates, and interests in joint ventures, except where the Company is able to control the
reversal of the temporary difference and it is probable that the temporary difference will not reverse in the
foreseeable future. Deferred tax assets arising from deductible temporary differences associated with such
investments and interests are only recognised to the extent that it is probable that there will be sufficient taxable
profits against which to utilise the benefits of the temporary differences and they are expected to reverse in the

foreseeable future.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is
no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

.5.2 Deferred tax (contd)

Deferred tax liabilities and assets are measured at the tax rates that are expected to apply in the period in which
the liability is settled or the asset realised, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period. The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the manner in which the Company expects, at the end of
the reporting period, to recover or settle the carrying amount of its assets and liabilities.

Current and deferred tax are recognised in the statement of comprehensive income, except when they relate to
items that are recognised in other comprehensive income or directly in equity, in which case, the current and
deferred tax are also recognised in other comprehensive income or directly in equity respectively. Where current
tax or deferred tax arises from the initial accounting for a business combination, the tax effect is included in the

accounting for the business combination.

.6 Property, plant and equipment
All property, plant and equipment are stated at historical cost less accumulated depreciation and accumulated

impairments. Historical cost includes expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to the
Company and the cost of the item can be measured reliably. The carrying amount of the replaced part is
derecognised. All other repairs and maintenance are charged to profit or loss during the financial period in which

it is incurred.

Depreciation on property, factory buildings, machinery, vehicles, furniture and equipment is calculated on a
straight-line basis at rates deemed appropriate to write off the cost of the assets to their residual values over

their expected useful lives.

Freehold land is not depreciated as it is deemed to have an infinite life.
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KADUNA ELECTRICITY DISTRIBUTION PLC

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

Significant accounting policies (cont'd)

.6 Property, plant and equipment (contd)

Depreciation is recognised so as to write off the cost or valuation of assets (other than land and properties
under construction) less their residual values over their useful lives, using the straight-line method, on the

following basis:
Useful Life (years)

Freehold Land Nil

Buildings 35-50

Overhead and underground lines 40-50

Network plant and machinery 20-50
4

Motor vehicles
Computer equipment
Furniture, fittings and equipment

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting
date. An asset's carrying amount is written down immediately to its recoverable amount if the asset's
carrying amount is greater than its estimated recoverable amount. Profits and losses on disposals of fixed
assets are determined by comparing proceeds with the carrying amounts. These profits and losses are

included within ‘items of a capital nature’ in profit or loss.

3
5-10

Property, plant and equipment in the course of construction (capital work-in-progress) are carried at cost,
less any recognised impairment losses. Cost includes professional fees and for qualifying assets borrowing
costs capitalised in accordance with the Company's accounting policy.

Customers' contributions of items of property, plant and equipment, which require an obligation to supply
goods and services to the customer in the future, are recognised at the fair value when the Company has
control of the item. The contributions towards distribution network assets, are credited to the profit or loss
account over the estimated useful lives of the related assets. The unamortised amount of such

contributions is shown as a deduction from fixed assets.

.7 Borrowing cost

Borrowing costs are interest and other costs that the Company incurs in connection with the borrowing of
funds. These include interest expenses calculated using the effective interest rate method, finance charges
in respect of finance leases and exchange differences arising from foreign currency borrowings’ interest
cost. Where a range of debt instruments is used to borrow funds, or where the financing activities are
coordinated centrally, a weighted average capitalisation rate is applied.

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets,
which are assets that necessarily take a substantial period of time to get ready for their intended use or
sale, are added to the cost of those assets, until such time as the assets are substantially ready for their
intended use or sale. All other borrowing costs are expensed in the period in which they are incurred.

Investment income earned on the temporary investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for capitalisation.

.8 Government grants
Government grants are not recognised until there is reasonable assurance that the Company will comply

with the conditions attaching to them and that the grants will be received.

Government grants are recognised in profit or loss on a systematic basis over the periods in which the
Company recognises as expenses the related costs for which the grants are intended to compensate.
Specifically, government grants 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. 29
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Significant accounting policies (cont'd)

.8 Government grants (Cont'd)

Government grants 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 period in which they become receivable.

The benefit of a government loan at a below-market rate of interest is treated as a government grant,
measured as the difference between proceeds received and the fair value of the loan based on prevailing

market interest rates.

.9 Impairment of tangible and intangible assets excluding goodwill and financial assets.

At the end of each reporting period, the Company reviews the carrying amounts of its tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment loss. If
any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent
of the impairment loss (if any). When it is not possible to estimate the recoverable amount of an individual
asset, the Company estimates the recoverable amount of the cash-generating unit to which the asset
belongs. When a reasonable and consistent basis of allocation can be identified, corporate assets are also
allocated to individual cash-generating units, or otherwise they are allocated to the smallest group of cash-
generating units for which a reasonable and consistent allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for
impairment at least annually, and whenever there is an indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use. 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 for which
the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An
impairment loss is recognised immediately in the income statement, unless the relevant asset is carried at a
revalued amount, in which case the impairment loss is treated as a revaluation decrease subject to the

available surplus in the revaluation reserve.

When an impairment loss subsequently reverses, the carrying amount of the asset (or a cash-generating
unit) is increased to the revised estimate of its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have been determined had no impairment loss
been recognised for the asset (or cash-generating unit) in prior years. A reversal of an impairment loss is
recognised immediately in the income statement, unless the relevant asset is carried at a revalued amount,

in which case the reversal of the impairment loss is treated as a revaluation increase.

.10 Inventories

Inventories consists of parts, supplies and materials held for future capital expansion or maintenance and is
valued at the lower of cost determined by the weighted average and replacement cost.

Inventories are stated in the financial statements at the lower of cost and net realisable value after making
allowance for slow moving and damaged items. Cost comprises direct purchase cost and those overheads
that have been incurred in bringing the inventories to their present location and condition. Cost has been

determined following the weighted average method.

Net realisable value represents the estimated selling price less all estimated costs to be incurred in
marketing, selling and distribution.
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Significant accounting policies (cont'd)

Cash and cash equivalents
Cash and cash equivalents comprise cash in hand, current balances with banks and similar institutions and
highly liquid investments generally with maturities of three months or less. They are readily convertible into

known amounts of cash and have an insignificant risk of changes in value.

Provisions
Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a

past event, it is probable that the Company will be required to settle the obligation, and a reliable estimate
can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the end of the reporting period, taking into account the risks and uncertainties surrounding the
obligation. When a provision is measured using the cash flows estimated to settle the present obligation, its
carrying amount is the present value of those cash flows (when the effect of the time value of money is

material).

When some or all of the economic benefits required to settle a provision are expected to be recovered from a
third party, a receivable is recognised as an asset if it is virtually certain that reimbursement will be received
and the amount of the receivable can be measured reliably.

Environmental expenditure

Environmental expenditure related to existing conditions resulting from past or current operations and from
which no current or future benefit is discernible is charged to profit or loss. The Company recognizes its
liability on a site-by-site basis when it can be reliably estimated. This liability includes Company'’s portion of
the total costs and also a portion of other potentially responsible parties’ costs when it is probable that they
will not be able to satisfy their respective shares of the clean-up obligation. Recoveries of reimbursements

are recorded as assets when virtually certain.

.12.2 Restructurings

A restructuring provision is recognised when the Company has developed a detailed formal plan for the
restructuring and has raised a valid expectation in those affected that it will carry out the restructuring by
starting to implement the plan or announcing its main features to those affected by it. The measurement of a
restructuring provision includes only the direct expenditures arising from the restructuring, which are those
amounts that are both necessarily entailed by the restructuring and not associated with the ongoing activities

of the entity.

.13 Financial instruments

A3,

The Company applied the classification and measurement requirements for financial instruments under IFRS
9 'Financial Instruments' for the year ended 31 December 2018. The 2017 comparative period was not
restated, and the requirements under IAS 39 'Financial Instruments: Recognition and Measurement' were
applied. The key changes are in the classification and impairment requirements.

1 Recognition and initial measurement
A financial asset or financial liability is measured initially at fair value plus or minus, for an item not at fair
value through profit or loss, direct and incremental transaction costs that are directly attributable to its
acquisition or issue. Transaction costs of financial assets and liabilities carried at fair value through profit or

loss are expensed in income statement at initial recognition.
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3. Significant accounting policies (cont'd)

.13.2 Classification of financial instruments
The Company classifies its financial assets under IFRS 9. into the following measurement categories:

- those to be measured at fair value either through other comprehensive income, or through profit or loss;
- those to be measured at amortised cost.

The classification depends on the Company’s business model (i.e. business model test) for managing
financial assets and the contractual terms of the financial assets cash flows (i.e. solely payments of
principal and retum — SPPI test).

The Company also classifies its financial liabilities as liabilities at fair value through profit or loss and
liabilities at amortised cost. Management determines the classification of the financial instruments at initial

recognition.

.13.3 Subsequent measurements
(i) Debt instruments
The subsequent measurement of financial assets depend on its initial classification:

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

« The asset is held within a business model whose objective is to hold assets to collect contractual cash
flows; and

. The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and return on the principal amount outstanding.

The 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 income statement when the asset is derecognised or impaired.
Returns from these financial assets is determined using the effective rate of return (ERR) method and

The amortised cost of a financial instrument is defined as the amount at which it was measured at initial
recognition minus principal repayments, plus or minus the cumulative amortisation using the 'effective rate
of return method' of any difference between that initial amount and the maturity amount, and minus any
loss allowance. The effective rate of return method is a method of calculating the amortised cost of a
financial instrument (or group of instruments) and of allocating the income or expense over the relevant
period. The effective rate of return (ERR) is the rate that exactly discounts estimated future cash payments
or receipts over the expected life of the instrument or, when appropriate, a shorter period, to the

instrument's net carrying amount.

Fair value through other comprehensive income (FVOCI): Investment in debt instrument is measured at
FVOCI only if it meets both of the following conditions and is not designated as at FVTPL:

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

. the contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and return on the principal amount outstanding.

The debt instrument is subsequently measured at fair value. Gains and losses arising from changes in fair
value are included in other comprehensive income within a separate component of equity. Impairment
gains or losses, return revenue and foreign exchange gains and losses are recognised in profit and loss.
Upon disposal or derecognition, the cumulative gain or loss previously recognised in OClI is reclassified
from equity to income statement and recognised in net gains on investment securities while the cumulative
impairment loss recognised in the OCI and accumulated in equity will be reclassified and credited to
income statement. Income from these financial assets is determined using the effective rate of return
method and recognised in income statement as ‘income’. The measurement of credit impairment is based
on the three-stage expected credit loss model as applied to financial assets at amortised cost. The
expected credit loss model is described further in Note 2.1.6 & 3.
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Fair value through profit or loss (FVTPL):
Financial assets that do not meet the criteria for amortised cost or FVOCI are measured at fair value through

profit or loss. The gain or loss arising from changes in fair value of a debt investment that is subsequently
measured at fair value through profit or loss and is not part of a hedging relationship is included directly in the
income statement and reported as ‘Net gains/(losses) from financial instruments held for trading’ in the period in
which it arises. Returns from these financial assets is recognised in income statement as ‘income’.

.13.4 Business model assessment
The Company makes an assessment of the objective of a business model in which an asset is held at a portfolio

level because this best reflects the way the business is managed and information is provided to management.
The information considered includes:

1)

2)
3)

4)

5)

The stated policies and objectives for the portfolio and the operation of those policies in practice. In particular,
whether management’s strategy focuses on earning contractual return revenue, maintaining a particular
return rate profile, matching the duration of the financial assets to the duration of the liabilities that are funding
those assets or realising cash flows through the sale of the assets;

How the performance of the portfolio is evaluated and reported to management;
The risks that affect the performance of the business model (and the financial assets held within that business

model) and how those risks are managed;
How managers of the business are compensated e.g. whether compensation is based on the fair value of the

assets managed or the contractual cash flows collected; and
The frequency, volume and timing of sales in prior periods, the reasons for such sales and its expectations

about future sales activity. However, information about sales activity is not considered in isolation, but as part
of an overall assessment of how the Company’s stated objective for managing the financial assets is achieved

and how cash flows are realised.

The business model assessment is based on reasonably expected scenarios without taking 'worst case' or
'stress case’ scenarios into account.

Financial assets that are held for trading or managed and whose performance is evaluated on a fair value
basis are measured at FVTPL because they are neither held to collect contractual cash flows nor held
both to collect contractual cash flows and to sell financial assets.

Assessment of whether contractual cash flows are solely payments of principal and return on
principal amount outstanding

As a second step of its classification process the Company assesses the contractual terms of financial to
identify whether they meet the SPPI test.

‘Principal’ for the purpose of this test is defined as the fair value of the financial asset at initial recognition and
may change over the life of the financial asset (for example, if there are repayments of principal or
amortization of the premium/discount). ‘Return’ is include consideration for the time value of money and for
the credit risk associated with the principal amount outstanding during a particular period of time and for other
basic lending risks and costs (e.g. liquidity risk and administrative costs), as well as profit margin.

The most significant elements of return within a lending arrangement are typically the consideration for the
time value of money and credit risk. To make the SPPI assessment, the Company applies judgement and
considers relevant factors such as the currency in which the financial asset is denominated, and the period for

which the return rate is set.
In contrast, contractual terms that introduce a more than de minimis exposure to risks or volatility in the

contractual cash flows that are unrelated to a basic lending arrangement do not give rise to contractual cash
flows that are solely payments of principal and return on the amount outstanding. In such cases, the financial

asset is required to be measured at FVTPL.
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Significant accounting policies (cont'd)

The Company’s holding in financial liabilities is in financial liabilities at fair value through profit or loss and financial
liabilities at amortised cost. Financial liabilities are derecognised when the obligation under the liability is
discharged, 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 income statement.

() Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss are financial liabilities held for trading. A financial liability is

classified as held for trading if it is acquired or incurred principally for the purpose of selling or repurchasing it in
the near term or if it is part of a portfolio of identified financial instruments that are managed together and for
which there is evidence of a recent actual pattern of short-term profit-taking.

Derivatives are also categorised as held for trading unless they are designated and effective as hedging
instruments. Financial liabilities held for trading also include obligations to deliver financial assets borrowed by

the Company

Gains and losses arising from changes in fair value of financial liabilities classified as held for trading are
included in the income statement and are reported as ‘Net gains/(losses) on financial instruments classified as
held for trading’. Return expenses on financial liabilities held for trading are included in ‘Net income’.

(i) Financial liabilities at amortised cost
Financial liabilities that are not classified at fair value through profit or loss fall into this category and are

measured at amortised cost. Financial liabilities measured at amortised cost are deposits from Companys or
customers, debt securities in issue for which the fair value option is not applied, convertible bonds and

subordinated debts.

.13.6 Reclassifications

The Company reclassifies financial assets 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 must be significant to the Company's operations.

When reclassification occurs, the Company reclassifies all affected financial assets in accordance with the new
business model. Reclassification is applied prospectively from the ‘reclassification date’. Reclassification date is ‘the
first day of the first reporting period following the change in business model. Gains, losses or return previously
recognised are not restated when reclassification occurs.

Financial assets are not reclassified subsequent to their initial recognition, except in the period after the Company
changes its business model for managing financial assets that are debt instruments. A change in the objective of the
Company’s business occurs only when the Company either begins or ceases to perform an activity that is significant
to its operations (e.g., via acquisition or disposal of a business line).

The following are not considered to be changes in the business model:

« A change in intention related to particular financial assets (even in circumstances of significant changes in

market conditions)
. A temporary disappearance of a particular market for financial assets
. A transfer of financial assets between parts of the entity with different business models

When reclassification occurs, the Company reclassifies all affected financial assets in accordance with the new
business model. Reclassification is applied prospectively from the ‘reclassification date’. Reclassification date is ‘the
first day of the first reporting period following the change in business model. Gains, losses or return previously

recognised are not restated when reclassification occurs.

Financial liabilities are not reclassified after initial classification
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3. Impairment of financial assets

.13.6.1 Overview of the ECL principles
The Company recognizes allowance for expected credit losses for all loans and other debt financial assets not

n held at FVPL, together with loan commitments and financial guarantee contracts, in this section all referred to
as ‘financial instruments’. Equity instruments are not subject to impairment under IFRS 8.

The ECL allowance is based on the credit losses expected to arise over the life of the asset (the lifetime
expected credit loss or LTECL), unless there has been no significant increase in credit risk since origination,
in which case, the allowance is based on the 12 months’ expected credit loss (12mECL) as outlined.

Loss allowances for accounts receivable are always measured at an amount equal to lifetime ECL. The
n Company has established a policy to perform an assessment, at the end of each reporting period, of whether

a financial instrument's credit risk has increased significantly since initial recognition, by considering the
il | change in the risk of default occurring over the remaining life of the financial instrument.

g | .13.6.2 Simplified approach

The simplified approach does not require the Company to track the changes in credit risk, but, instead,
requires the Company to recognize a loss allowance based on lifetime ECLs at each reporting date, right from
origination.

The Company recognizes lifetime ECLs at each reporting period for trade receivables, other receivables or
™ contract assets that result from transactions within the scope of IFRS 15 and that do not contain a significant
financing component.

For trade receivables, other receivables or contract assets that result from transactions within the scope of
IFRS 15 and that do not contain a significant financing component, the Company recognizes lifetime ECLs at
each reporting period.

— The Company applies the simplified approach for the following:

25 Contract assets that result from transactions within the scope of IFRS 15 and that contain a significant
financing component in accordance with IFRS 15. The policy choice may be applied separately to trade

receivables and contract assets

All lease receivables that result from transactions that are within the scope of IAS 17. The policy choice may
—_ be applied separately to finance and operating lease receivable:

—_ 13.6.3 Forward looking information
In its simplified approach for ECL models, the Company relies on the following steps. Where applicable, the

company considers a broad range of forward looking information as economic inputs, such as: GDP growth,
unemployment rates, central company base rates, inflation rates etc.

n Step 1
Determine the appropriate groupings of receivables into categories of shared credit risk characteristics.
M Step 2
Determine the period over which historical loss rates are obtained to develop estimates of expected future
loss rates.
Step 3
M Determine the historical loss rates.
Step 3
m Consider forward looking macro-economic factors and adjust historical loss rates to reflect relevant future
economic conditions.
= Step 5
Calculate the expected credit losses.
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3. Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of financial position
when there is a legally enforceable right to offset the recognised amounts and there is an intention to settle on
a net basis or realise the asset and settle the liability simultaneously. The legally enforceable right must not be
contingent on future events and must be enforceable in the normal course of business and in event of default,

insolvency or bankruptcy of the company or the counterparty.

.13.8 Derecognition of financial instruments

The Company derecognises a financial asset only when the contractual rights to the cash flows from the asset
expire or it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to
another entity. If the Company neither transfers nor retains substantially all the risks and rewards of ownership
and continues to control the transferred asset, the Company recognises its retained return in the asset and an
associated liability for amounts it may have to pay. If the Company retains substantially all the risks and
rewards of ownership of a transferred financial asset, the Company continues to recognise the financial asset
and also recognises a collateralised borrowing for the proceeds received.

Impact of adoption of new standard on the third statement of financial position

The Company adopted new IFRS standards during the period which led to changes in its accounting policies.
The Company applied these changes in accounting policies retrospectively and as such it is expected to
present a third statement of financial position as at the beginning of the preceding period in addition to the
minimum comparative financial statements as required by IAS 1.40A. However, the third statement of financial
position is not presented because the retrospective adjustments have no impact on the third statement of

financial position

4. Critical accounting judgements and key sources of estimation uncertainty
In the application of the Company’s accounting policies, which are described in note 3, the directors are
required to make judgements, estimates and assumptions about the carrying amounts of assets and liabilities
that are not readily apparent from other sources. The estimates and associated assumptions are based on
historical experience and other factors that are considered to be relevant. Actual results may differ from these

estimates.

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

The following are the critical judgements and estimates that the directors have made in the process of
applying the Company’s accounting policies and that have the most significant effect on the amounts
recognised in financial statements.

1 Assets and liabilities transferred to Nigeria Electricity Management Company (NELMCO)
The net effect (liability) of assets and liabilities transferred to Nigeria Electricity Management Company

(NELMCO) including non core assets and balance on government funding was treated as capital contribution
in the statements of financial position.

.2 Revenue recognition
The Company estimates revenue for customers with no meter but whose consumption have been assessed,

the amount billed will be based on the fixed consumption assessment and for customers with meters but no
reading was obtained or customers with no meter (direct connection), billing will be based on energy delivered

to their feeder.
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4. Critical accounting judgements and key sources of estimation uncertainty (Cont'd)

.3 Impairment of trade receivables
Judgment is exercised to make allowance for trade receivables doubtful of recovery by reference to the

financial and other circumstances of the debtor in question. Based on the credit terms and historical
experience regarding trade receivables, the Company makes a specific or collective impairment allowance

for doubtful debt.

.4 Property, plant and equipment
Property, plant and equipment represent about 90% of the asset base of the Company and the estimates
and assumptions made to determine their carrying value and related depreciation are critical to the
Company’s financial position and performance.
The charge in respect of periodic depreciation is derived after determining an estimate of an asset's
expected useful life and the expected residual value at the end of its life. Increasing an asset's expected
life or its residual value would result in the reduced depreciation charge in the statement of comprehensive

income.

The useful lives and residual values of the property, plant and equipment are determined by management
based on historical experience as well as anticipation of future events and circumstances which may

impact their useful lives.

.5 Taxation
The Company's tax charge on ordinary activities is the sum of the total current and deferred tax charges.

The calculation of the Company’s total tax charge necessarily involves a degree of estimation and
judgment in respect of certain items whose treatment cannot be finally determined until resolution has been
reached with the relevant tax authority. Under the Nigerian tax system, self-assessment returns are
subjected to a desk review for the determination of tax due for remittance in the relevant year of
assessment. This is however not conclusive as field audits are carried out within six years of the end of the
relevant year of assessment to determine the adequacy or otherwise of sums remitted under self-

assessment thus making tax positions uncertain.
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2018 2017
N'000 N'000

Revenue

Residential electricity sales
Commercial electricity sales
Industrial electricity sales
Special electricity sales
Street light electricity sales

26,285,894 27,727,525
6,237,532 5,859,867
2,652,704 2,885,774
5,759,341 5,735,277

148,584 50,701

41,084,055 42,259,144

ltems of revenue include monthly post paid billings for electricity consumed and prepaid meter units of
energy purchased by customers after applying the appropriate tariff as per the relevant Multi Year Tariff
Order (MYTO). The company did not implement the 2018 applicable MYTO rates but continued with the
2016 rates.
In arriving at the reported revenue for the prepaid metered customers, the value of the energy that
remained unutilised by this class of customers as at 31 December 2018 was not considered. Management
was yet to finalise the estimation methodology that would ensure a reliable measurement of the units of
energy to be recognised in deferred revenue as at the reporting date.
Revenue from prepaid metered customers account for only about 5 percent of the total revenue for the
year and the value of the purchased units of energy that remained unutilised as at 31 December 2018 had
no material effect on the reported revenue.
2018 2017
N'000 N'000

Cost of sales
53,463,190 43,050,374

Cost of energy
Network services and maintenance 940,557 385,244
Security services 482,504 317,169

1,633,622 1,575,704
2,909,789 2,884,902

59,429,662 48,213,393

Depreciation on operation's property plant and equipment
Salaries and wages for operational staff

|

Other income

Fees and penalties 250,005 227,401
Other Miscellaneous income 13,783 38,647
263,788 266,048

Other income includes reconnection fee, penalties and fines, revenue loss compensation etc.
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2018 2017
N'000 N'000
Administrative expenses
Salaries and Wages for administrative staff 892 576 1,042,316
Pensions _ 334,808 507,831
Insurance 241,201 116,571
Printing and stationeries 92,291 82,888
Advert and publicity 119,403 4,675
Office repairs and maintenance 16,857 205,040
Other administrative expenses 303,611 123,251
Vehicles repairs and maintenance 174,199 97,671
Consultancy and other professional fees 677,424 353,772
Transport and travelling 236,097 98,388
Staff trainings and seminars 123,409 10,324
Audit fees 17,850 22,915
Directors' Expenses 267,386 256,669
Rents and rates 60,848 10,658
Other staff cost 458,404 216,382
Depreciation and amortisation 227,357 65,750
Impairment on trade receivables and other assets - 17,876,701 21,281,327
22120422  _24,496,429
Net finance cost
.1 Investment income
Fair value gain on loan interest 488,572 -
.2 Finance cost
Market invoices finance cost (Notes 9.2a) 27,694,555 18,297,590
Other finance cost 801,545 107,076

28,496,100 18,404,666
28,007,528 18,404,666

.2(a) The company's vesting contract under Transitional Electricity Market (TEM) requires full settlement of

10.

undisputed invoices received from the Nigerian Bulk Electricity Trading Plc. (NBET) within the
stipulated time frame. Penalty for non compliance is interest at NIBOR plus 10 percent on all unpaid
invoices within the require period. This amount represents the interest accrued for the year to 31

December 2018.

Loss before taxation 2018 2017
N'000 N'000

Loss before taxation is arrived at after charging/(crediting):

Directors' emolument 267,386 231,762

Audit fee 17,850 17,850

Depreciation of property, plant and equipment 1,860,979 1,625,669
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2018 2017
Bought in Material and Services N'000 N'000
Operating cost 59,429,662 48,213,393
Administrative expenses 22,120,422 24,496,427
Salaries and wages (3,802,365) (3,927,218)
Depreciation (1,860,979) (1,641,484)
75,886,741 67,141,119
Intangible assets
Cost
At 1 January " e
Additions _ 757,521 -
757,521 -
Amortisation
At 1 January o =
Charge for the year 189,380 -
189,380 -
Carrying amount 568,141 -
Taxation
Income taxes relating to continuing operation
Income tax recognised in profit or loss
Current tax
Corporate tax - -
Education tax = =
Minimum tax 51,354 52,836
51,354 52,836
Adjustments in current year in relation to the tax of prior years. (379,251) 371,320
Adjustments to retain earnings in prior year (371,320)
Deferred taxation
Deferred tax expense recognised in the current year - -
Total income tax expense recognised in current year (327,897) 52,836
N'000 N'000

The income tax expense for the year can be reconciled to the
accounting profit as follows:

Loss before tax {68,209,805) (49,166,241)

Expected income tax expense calculated at 30% (2017: 30%) - -
Education tax expense calculated at 2% (2017: 2%) of assessable profit - -
Effect of minimum tax 51,354 52,836

Effect of expenses that are not deductible in determining taxable profit 19,754,282 22,922,812
Effect of adjustment to prior years tax provision (379,251}

Effect of income that is exempt from taxation - -
Effect of unrelieved loss for the year 48,455,623 26,243,429
Income tax expenses recognised in comprehensive income (327,897) 52,836

The tax rate used for 2018 and 2017 reconciliation above is the company income tax rate of 30% based on
the provisions of the Companies Income Tax Act, CAP C21, LFN 2001, as amended. The rate of 2% for
education tax is based on the provisions of the Education Tax Act, CAP E4, LFN 2004.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

.3 Deferred tax balance

2018 2017
N'000 N'000
13. Taxation (Continued)
.2 Current tax liabilities
Balance at 1 January 424,155 -
Income tax expense recognised in current year 96,259 424,155
Adjustments (424,155) -
96,259 424,155
Payments during the year - -
Balance at 31 December 96,259 424,155

Deferred tax (assets) and liabilities are offset where the company has a legally enforceable right to do so. The
following is the analysis of the deferred tax (assets)/liabilities after offset presented in the Statement of Financial

Position:
2018 2017
N'000 N'000
Deferred tax assets - (34,779,052)
Deferred tax liabilities - 5,429,114
Deferred tax assets (net) (Note 12.5) - (29,349,938)
Opening Recognised Recognised in closing
StiDscerber:2018 balance in profit or other balance
loss comprehensive
income
N'000 N'000 N'000 N'000
Deferred tax liabilities/(assets) in relation to:
Property, plant and equipment 5,181,678 - - 5,181,678
Provisions (10,206,170) - - (10,206,170)
Unutilised capital allowance (6,039,580) - - (6,039,580)
Unrelieved loss (6,317,718) - - (6,317,718)
(17,381,790) - - (17,381,790)
31 December 2017 Opening Recognised  Recognised in closing
balance in profit or other balance
loss comprehensive
income
N'000 N'000 N'000 N'000
Deferred tax liabilities/(assets) in relation to:
Property, plant and equipment 5,181,678 - - 5,181,678
Provisions (10,206,170) - - (10,206,170)
Unutilised capital allowance (6,039,580) - - (6,039,580)
Unrelieved loss (6,317,718) - - (6,317,718)

(17,381,790)

(17,381,790)

41



KADUNA ELECTRICITY DISTRIBUTION PLC

NOTES TO THE FINANCIAL STATEMENTS
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13. Taxation (Continued)

3.1

.3 Deferred tax balance (cont'd)

Discontinued deferred tax asset recognition

The high losses continuously recorded by the company cast doubts on the certainty of available
future taxable profit against which deferred tax assets can be offset. Hence, the recognition of
additional deferred tax assets has been discontinued with effect from year 2017.

Deferred tax liabilities/(assets) in relation to:
Property, plant and equipment

Inpairment provision on receivable
Unutilised capital allowance

Unrelieved loss

Movement at a glance

Deferred tax liabilities/(assets)
Balance at 1 January
Unrecognised deferred tax liabilities/(assets)

Balance at 31 December

42

2018 2017
N'000 N'000
6,050,320 5,429,114
(21,780,546)  (16,628,429)
(7,173,566) (6,943,669)
(28,749,320)  (11,206,955)
(51,653,112)  (29,349,939)

(29,349,938)
(22,303,173)

(17,381,790)
(11,968,148)

(51,653,111)

(29,349,938)
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KADUNA ELECTRICITY DISTRIBUTION PLC

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

2018 2017
N'00O N'000
Other non current assets
Long term loan recoverable (Note 15.1 and 22.1) 15,199,732 =

This represents the balance of the CBN NEMSF facility yet to be recouped from the company's tariff
as at 31 December 2018. Paragraph 29 of MYTO 2.1 amended in April - 2015 to 2018 specifies the
recovery of the CBN NEMSF loan from the customers through the tariff. The amount recovered from
customers during the period has been adjusted in revenue accordingly. See Note 24.1

Inventories

Distribution materials 1,213,177 689,255

General store materials 266,242 302,125

Stationeries 30,547 5,893
1,509,966 997,273

Allowance for obsolete and slow moving items (213,617) (133,202)

1,296,349 864,071

Trade receivables

Residential customers 75,347,973 57,781,964
Commercial customers 14,149,831 11,158,334
Industrial customers (Note 17.3) 5,010,478 4,503,970
Special Agreement customers 11,318,078 8,143,208

Street Lighting customers

105,826,360 81,587,476

Allowance for doubtful debts (Note 17.2) (71,686,821) (55,294,894)
Net trade receivables 34,139,539 26,292,582

Movement

Balance at 1 January 81,587,476 53,278,670

Current trade receivable 24,238,884 28,308,806

Pravision for doubtful debt (71,686,821) (55,294,894)
Balance at 31 December 34,139,539 26,292,582

-2 The average credit period on billed electricity is 30 days. No interest is charged on trade receivables.

The Company has recognised an allowance for doubtful debts of 100% against all receivables over 90
days because historical experience has been that receivables that are past due beyond 90 days are
mostly not recoverable. Allowances for doubtful debts are recognised against trade receivables above
90 days based on estimated irrecoverable amounts determined by reference to past default
experience of the counterparty and an analysis of the counterparty’s current financial position.

The policy on doubtful debt was based on the established losses in the system as acknowledged in
the Multi Year Tariff Order (MYTO). MYTO effective 1 February 2016 puts the verified Aggregate

Technical Commercial and Collection (ATC&C) losses baseline at 60.81%, of this rate, about 70%
represents collection losses. This partly account for the high doubtful debt provision.
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KADUNA ELECTRICITY DISTRIBUTION PLC

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

Trade receivables (Cont'd)

Trade receivables include amounts (see below for aged analysis) that are past due at the end of the
reporting period for which the Company has not recognised an allowance for impairment because there
has not been a significant change in credit quality and the amounts are still considered recoverable.

Age of receivables that are not impaired

2018 2017
N'000 N'000
0 day past due 5,553,315 4,026,820
0 - 30 days 3,942,847 3,836,754
31 - 60 days 3,553,389 2,521,869
61 - 90 days 4,935,173 3,867,467
Above 90 days 16,154,815 12,039,672
Total 34,139,539 26,292,582
Age of receivables that are past due and impaired
Above 90 days 16,546,528 21,815,982
Total 16,546,528 21,815,982
Movement in the allowance for doubtful debts
Balance at the beginning of the period 55,294,894 34,012,118
Impairment losses recognised 16,546,528 21,282,776
Adjustmemt (154,601) -
Balance at the end of the period 71,686, 55,294,894

In determining the recoverability of a trade receivable, the Company considers any change in the credit
quality of the trade receivable from the date credit was initially granted up to the end of the reporting period.
The concentration of credit risk is limited due to the customer base being large and unrelated.

Included in the allowance for doubtful debts are individually impaired trade receivables amounting to
N21.798billion (31 December 2017: N21.815 billion). The impairment recognised represents the difference
between the carrying amount of these trade receivables and the present value of the expected proceeds.
The Company does not hold any collateral over these balances.

2018 2017

Other assets N'000 N'000

Good in Transit 1,937,023 -
Suppliers' mobilisation and advances (Note 18.1) 739,825 553,761
Other receivables 199,553 199,168
Other assets 375,411 414,180
3,251,812 1,167,109

Impairment provision on other assets (Note 18.1) (915,000) -

2,336,812 1,167,109

.1 Included in impairment provision is the sum of NGN739.8 Million which relates to the advance paid to a

supplier mostly in 2017 for the supply of energy meters for which the deliveries remained outstanding as at
31 December 2018 and up to the date of approving the financial statement.
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- NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

- 2018 2017

19. Cash and cash equivalent N'000 N'000
Cash on hand 455,854 203,958
i Bank balances 3,902,200 625,047
Cash and bank balances 4,358,054 829,005

—~— Bank overdrafts - -
4,358,054 829,005

= Impairment provision (415,172) -
Net cash and cash equivalent 3,942,882 829,005

Cash and cash equivalents comprise cash and bank balances, net of outstanding bank overdrafts with
original maturity of three months or less and they do not include any restricted cash as at the reporting date.
The carrying amount of these assets is approximately equal to their fair value.

" 2018 2017
20. Share Capital N'000 N'000
& .1 Authorised share capital
20,000,000 ordinary shares (2016: 10,000,000)at 50 kobo each (Notes 1.1a) 10,000 10,000
.2 Issues and fully paid up share capital 5,000 5,000

.2.1 The allotment of the 10,000,000 newly created ordinary shares was approved through a special resolution of
12 January 2017. The process of allotment has not been concluded as at the reporting date; 31 December
2018. Hence, the allotment was not recognised in the financial statements.

1 The share holding structure of the company as at 31 December 2018 are as follows:

2018 2017
s Units of Units of
ordinary ordinary
shares shares

6,000,000 6,000,000
3,200,000 3,200,000
800,000 800,000

Northwest power Limited
— Bureau of Public Enterprises

Ministry of Finance Incorporation
ey 10,000,000 10,000,000
- 21. Capital contribution 2018 2017
N'000 N'000

Balance at 1 January 47,238,701 47,238,701
Movement during the year (Fair value gains on loan amortisation) 4,477,943 -

51,716,644 47,238,701

Balance at 31 December

Capital contribution represents balance of government funding and net of assets and liabilities ceded to
1 government agency, Nigerian Electricity Liability Management Company (NELMCO) as part of the

privatisation arrangement between government representatives; Bureau of Public Enterprises and Ministry
B of Finance Incorporation and the core investor North West Power Limited.
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KADUNA ELECTRICITY DISTRIBUTION PLC

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

Retirement benefit obligations

.1 Defined contribution plan - Pension

23.

The employees of the Company are members of a state arranged pension scheme (Pension reform act,
2004) which is managed by several private sector service providers. The Company is required to contribute
a specified percentage of payroll costs to the retirement benefit scheme to fund the benefits. The only
obligation of the Company with respect to the defined contribution plan is to make the specified contributions
and remit to respective Pension Fund Administrator nominated by each employee within the time period

specified by the Act.
The total expense recognised in profit or loss of N335 million (2017:N428 million) represents contributions

payable to these plans by the Company at rates specified in the rules of the plans. As at 31st December
2018, there was an outstanding contribution remittance of N767.66 million (2017: N384.98 million).

.2 Defined benefit plan

The Company operates an unfunded defined benefit plan (gratuity) for its qualifying employees up to 3
December 2014. Under the plan, the employees are entitled to retirement benefits on attainment of a
retirement age of 60 years. On transition, the Company did not recognise actuarial gains and losses on the
defined benefit plan in retained earnings as a result of share purchase agreement that took effect from 4
December 2014 which require all liabilities to be taken over by a government agency, Nigeria Electricity
Liability Management Company (NELMCO).

2018 2017
N'000 N'000
Trade and other payables
Trade payables
Trade payables (Note 23.1) 191,170,726 116,386,176
Other payables
Payables to supplies and contractors 747,938 460,944
Other payables 8,557,828 7,333,431
Payable to related parties (Note 25.1b) 69,786 69,786
Accrued Interest 112,631 -
Accruals and sundry liabilities 470,374 277,949
9,958,557 8,142,110

201,129,283 124,528,287

.1 This includes the amounts payable on energy delivered to the company, Electricity wheeling charges due to

Transmission Company of Nigeria (TCN) and other ancillary charges payable to other relevant market
operators as at year end.
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KADUNA ELECTRICITY DISTRIBUTION PLC

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

: 2018 2017
Trade and other payables (continued) N'000 N‘000
The reported balance as at year end can be reconciled as follows:
At 1 January 116,386,177 62,793,212
Electricity Purchased during the year 53,463,190 46,730,776
Market invoice finance cost 27,694,555 18,297,590
Payments (6,373,195) (7,755,000)
Adjustment during the year - (3,680,402)
At 31 December 191,170,727 116,386,176
24. Borrowings
Local non current Borrowings
Central Bank of Nigeria - NEMSF (Note 24.1) 11,195,174 -
Loan from Transmission Company of Nigeria (Note 24.2) 4,213,126 -
Loan from Nigeria Electricity Liability Management Company (Note 24.3) 824,918 -
16,233,218 -

-1 A 6.7 year 10 percent interest rate Nigerian Electricity Market Stabilisation Fund (NEMSF) loan facility from

Federal Government of Nigeria through the Central Bank of Nigeria. This intervention fund was created to
enable repayment of the interim period revenue shortfall and some identified legacy debts owed by the defunct
PHCN up to the handing over date of 4 November 2014. Full loan amount were disbursed to third parties by
CBN on behalf of the company during the year. The full amount of the loan together with all interest are
expected to be recouped from the company's tariff.

-2 A 4 year loan facility from Transmission Company of Nigeria (TCN) obtained during the year. Interest rate is at

10 percent per annum with 6 months moratorium on the principal repayment.

-3 A 4 year loan facility from Nigeria Electricity Liability Management Company (NELMCO) obtained during the

year. Interest rate is at 10 percent per annum,

All the loans are classified as held to maturity and have been valued at amortised cost using effective interest
rate. The below market rate of interest gains have been recognised in capital contibution.
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NOTES TO THE FINANCIAL STATEMENTS
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25. Related party transactions

The Company enters into transactions with companies and entities that fall within the definition of a
related party as contained in International Financial Reporting Standards - IAS 24: Related Party
Disclosures. Related parties comprise companies under common ownership and/or common
management and control and key management personnel.

2018 2017

.1a Provision of services N'000 N'000
Healthstone HMO Ltd 353,250 150,000
Niger Insurance Plc. 55,250 45,000

Songhai Insurance Brokers Limited 35,000 -
443,500 195,000

.Ab Energy meters

Kano Electricity Distribution Plc. 69,786 69,786

This represents the value of 250 units of Elsewedy MD (Maximum Demand) energy meters received
from Kano Electricity Distribution Plc. (KEDCO) in 2016. The meters have neither been returned nor
the payment for the meters made to KEDCO as at year end.

.2 Compensation of key management personnel
The remuneration of the directors, who are the key management personnel of the company, is set out
below in aggregate for each of the categories specified in International Financial Reporting Standards
- |IAS 24: Related Party Disclosures,

2018 2017
N'000 N'000
The remuneration of executive management team excluding directors
during the year was as follows:
Short-term benefits 206,524 170,594
The remuneration of directors during the year was as follows:
Short-term benefits 250,783 190,341
.3 Chairman's and Directors' emoluments
- Chairman 26,562 26,964
- Other Directors 163,779 166,254
190,341 193,218

No other Director received emoluments during the year.
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Related party transactions (continued)
Employees remunerated at higher rates

The number of employees whose emoluments, excluding
allowances are within the following ranges were:

N

Below N1,000,000

N1,000,001
N1,500,001
N2,000,001
N2,500,001
N3,000,001
N3,500,001
N4,000,001
N4,500,001

N5,000,001 and Above

4.2 Staff
Total number of staff under the company's employment

4.3 Staff turnover

were :

Managerial
Senior staff
Junior staff

N

N1,500,000
N2,000,000
N2,500,000
N3,000,000
N3,500,000
N4,000,000
N4,500,000
N5,000,000

Number of newly employed staff

Managerial
Senior staff
Junior staff

4.4 Staff costs excluding the Directors relating to the above:-

26.

Salaries and wages

Pension
Staff welfare

Contingent liabilities

2018 2017
Number Number
855 796
1416 1470
120 137
75 83
30 30
6 6
17 17
14 16
12 12
28 16
2573 2583
72 73
1552 1569
949 941
2573 2583
0 1
83 54
60 10
143 65
2018 2017
N'000 N"000
3,802,365 4,599,585

334,808 348,974
96,436 22,979
4,233,609 4,971,538

There were no contingent liabilities as at 31 December 2018 (2017: Nil)
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KADUNA ELECTRICITY DISTRIBUTION PLC

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

Capital commitment
There were no capital commitments as at 31st December 2018 ( 2017: Nil).

Events after the reporting period
There were no events after the reporting date that could have had a material effect on the financial

statements of the Company that have not been adequately provided for or disclosed in the financial
statements.

Approval of financial statements
The financial statements were approved by the board of directors and authorised for issue on 15

October 2019.

Capital Management

The Company manages its capital to ensure that it will continue as a going concern while maximizing the
return to stakeholders through the optimization of the debt and equity balance. The Company’s overall
strategy remained unchanged.

The capital structure of the Company consists of equity, comprising issued capital and retained earnings
as disclosed in the relevant notes to the financial statements.

The Company is not subject to any externally imposed capital requirements.

The management of the Company reviews the capital structure on a frequent basis to ensure that debt
to equity balance is within acceptable limit. The overall objective of capital management is to reduce
debt to equity ratio to the barest minimum. As at the year end, there was no borrowing.

Categories of financial instruments

. Fair value
Loans and Available Held to through Total

receivables  forsale maturity

31-Dec-18 profit or loss

Financial Assets N'000 N'000 N'000 N'000 N'000

Cash and bank balance - - - 3,942,882 3,942,882

Trade and other receivables 105,826,360 - - - 105,826,360

Other assets 2,336,812 - - - 2,336,812
108,163,172 - - 3,942,882 112,106,054
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Categories of financial instruments (Cont'd)

Other
Amortised financial Total
cost liabilities
Financial Liabilities N'000 N'000 N"000
Trade and other payables 201,129,283 - 201,129,283
Fair value
Loans and Available Held to through
< = Total
receivables for sale maturity profit or
31-Dec-17 loss
Financial Assets N'000 N'000 N'000 N'000 N'000
Cash and bank balance - - 1,286,249 1,286,249
Trade and other receivables 81,587,476 - - - 81,687,476
Other assets 1,167,109 - - - 1,167,109
82,754,585 - - 1,286,249 84,040,834
Other
Amortised financial Total
cost Iiab“lﬁes
Financial Liabilities N'000 N'000 N'000
Trade and other payables 124,528,286 - 124,528,286
Segment reporting

Nigeria is the Company's primary geographical segment as all the Company's income is derived in Nigeria.
In addition, all of the Company's income are generated from distribution of electricity directly to consumers
in its allocated geographic region. The company operates strictly in accordance with the provision of Electric
Power Sector Reform Act 2005 and the requirements of its licensing agreement with Nigerian Electricity
Regulatory Commission (NERC). No further business or geographical segment information is presented.

Risk management
The Company has exposure to the following risks from its use of financial instruments:

* Market risk

« Liquidity risk

« Credit risk

This note presents information about the Company's exposure to the above risks, the Company’s
objectives, policies and procedures for measuring and managing risk, and the Company’s management of
capital.

The Board of Directors has overall responsibility for the establishment and oversight of the Company’s risk
management framework, including implementation and monitoring of these policies.

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

.1 Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity
prices will affect the Company’s income or value of its holdings of financial instruments. The objective of market
risk management is to manage and control market risk exposures within acceptable parameters, while optimising

the return.
The Company has no exposure to foreign currency risk and interest bearing risk.

.2 Liquidity risk
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due.

The Company’s approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient
liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring unacceptable
losses or risking damage to the Company’s reputation.

The Company manages its cash position and future outflows on an ongoing daily basis and ensures that it has
sufficient cash on demand to meet expected operational expenses and liabilities as they fall due. The Company
also manage liquidity risk by maintaining adequate reserves, banking facilities and borrowing from related parties,
by continuously monitoring forecast and actual cash flows, and by matching the maturity profiles of financial
assets and liabilities.

Exposure to liquidity risk

The following are the contractual maturities of financial liabilities as on the reporting date:

Carrying Contractual 6 months 6-12 Above 12
12/31/2018 amount cashflows orless months months
N'000 N'000 N'000 N'000 N°000
Non-derivative financial liabilities 201,129,283 - 26,494,982 50,858,900 123,774,401
Trade payable and other payables
(Note 21) 201,129,283 - 26,494,982 50,859,900 123,774,401
Carrying Contractual 6 months 6-12 Above 12
12/31/2017 amount cash flows orless months months
N'000 N'000 N'000 N'000 N°000
Non-derivative financial liabilities 124,528,286 - 1,341,861 - 123,186,425
Trade payable and other payables
(Note 21) 124,528,286 - 1,341,861 - 123,186,425
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.3 Credit risk
Credit risk is the risk of financial loss to the company if a customer fails to meet its contractual
obligations that arises principally from the Company’s receivables from customers.

The Company's principal exposure to credit risk is in its trade and other receivables. Trade receivables
principally represent amounts owing to the Company by their customers and credit risk is managed at
the management level. Credit evaluations are performed on all customers requiring credit over a
certain amount. Credit guarantee insurance is taken against appropriate debtors. The company has no
significant concentration of credit risk, with exposure spread over a large number of parties.

34.

Exposure to credit risk

The carrying value of the Company’s financial assets represents its maximum exposure to credit risk.
The maximum exposure to credit risk at the reporting date was:

Trade receivables

Other assets

Bank deposits

The maximum exposure to credit risk for trade
receivables at the reporting date by type of receivables

Residential consumers
Commercial consumers
Industrial consumers

Street Light
Special Tariff

2018 2017
N'000 N'000
105,826,360 53,278,670

3,251,812 2,496,736
3,902,200 1,204,331

112,980,372 56,979,737
26,285,894 36,939,648
6,237,532 7,463,011
2,652,704 3,078,256
148,584 276,506
5,759,341 5,522,696
41,084,056 53,280,117

The Company does not hold any collateral or other credit enhancements to cover this credit risk.

Fair value of financial instruments

The Directors consider that the carrying amounts of financial assets and financial liabilities recorded at
amortised cost in the financial statements approximate their fair values:

Financial assets
Trade receivables
Cash and bank balances

Financial liabilities
Trade payables

Carrying Carrying

amount Fair value amount Fair value

N'000 N'000 N'000 N'000

2018 2018 2017 2017
105,826,360 34,139,639 81,587,476 19,266,552
4,358,054 4,358,054 1,286,249 1,286,249
110,184,414 38,497,593 82,873,725 20,552,801
201,129,283 201,129,283 71,640,542 71,640,542
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Going concern assessement

The assessment of the use of going concern of the company as at 31 December 2018 revealed a working capital
deficiency of N159.509 Billion (2017: N95.799 Billion) and losses before tax of N68.209 Billion (2017: N49.166 Billion).
The company has persistently incurred losses which was largely caused by the structural inadequacies in the Nigerian
Electricity Supply Industry (NESI) because of imposed constraints on the company by the regulators from recovering its
cost of electricity through tariff increase.

Going Concern issues include but not limited to the following:

The continuous high gearing level of the Company's financial position makes it unattractive to prospective lenders and
investors to inject funds into the Company, regardless of the investment plan and strategic growth road map put forward
by the directors.

Government hesitation to implement the net off policy on the monthly tariff short fall as contained in the Transitional
Electricity Market (TEM) significantly contributed to the financial status of the company

The commercial and collection losses is at approximately 60 percent. This implies that the company was able to collect
only about 40 percent payments from electricity supplied to its postpaid customers (category of consumers which
accounts for about 94 percent of the company's total revenue) a pattern that has remained since year 2015, consequently
affecting the working capital requirement of the company. This has significantly affected the company's obligation to
NBET, ONEM, TCN and other market operators.

The US Dollar indexation of gas pricing to the Electricity Generation Companies (GenCos) continues to pose threats to
the existence of the company. A further depreciation of the Naira would present significant challenge due to the absence
of a cost reflective tarrif that would have guaranteed the recovery of any increase in cost of electricity from the GenCos .

The following regulatory issues together with the strategies introduced by the directors would ensure that the company
continue as a going concern;

Regulatory issues

Under the Power Sector Recovery Plan ("PSRP") the Federal Government has given approval that, all accrued electricity
market liabilities in the company's financial records arising from tariff shortfalls to be transferred off the balance sheet and
fully settled under the financing plan of the PSRP initiative. All interest payable by the company on unpaid invoices issued
by NBET and the MO and attributable to tariff shortfall shall also be transferred off the company's balance sheet. This
implies that the net amount payable on the cost of energy would reduce by over 70 percent after the net off. This will

impact positively on our going concern.

The commencement of the Meter Asset Providers (MAPs) scheme in 2019 is expected to have a significant positive
impact in our collection and energy accounting. The Non Maximum Demand NMD class of our customers which accounts
for over 65 percent of our revenue base are expected to be metered in the near future. This will significantly reduce our
current collection losses of over 70 percent from this class of customers. We are confident that this will in no doubt
improve the profitability status of the company when the MAPs program becomes fully effective.
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Going concern assessement (continued)

Various strategies instituted by the directors to enable the company continue as a going concern

To ensure the company derive optimum and fair revenue on the energy consumed by the MD (Maximum Demand)
class of customers, the Directors have approved the recertiification and upgrading of High tension metering of this
class of customers. This initiative is geared towards reduction in the collection losses and improve billing efficiency.
Our research and a pilot test run of this program using few of the MD customers indicated the company stands to
record a significant improvement in cash inflow when this project is completed.

Significant changes in accounting policies

The company applied IFRS 15 and IFRS 9 from 1 January 2018. There were some other standards that became
effective on this date, but only these two standards had some level of material effect on the company's financial
statement. (see note 2.2)

The comparative information were not restated in the financial statement to reflect the requirements of the new
standards, because the company adopted the cumulative effect adjustment method of transition.

The following table gives a summary of the impact of adopting IFRS 9 on the carrying amount of financial assets at 1
January 2018 that relates to the application of the new impairment matrix.

2017 Remeasurement Amount after
Audited adoption of
financial IFRS 15
Financial assets N'000 N'000 N'000
Cash and cash equivalent
Brought froward: Amortised cost 829,005 - -
Remeasurement - - -
Carried forward: Amortised cost - - 829,005
Trade and other receivables
Brought froward: amortised cost 26,292,582 - -
Remeasurement - (154,599) -
Carried forward: Amortised cost - - 26,137,983
Amortised cost 27,121,587 (154,599) 26,966,988

The impact of IFRS 9 adoption has not had a significant effect on the Company's accounting policies with respect to
financial liabilities and derivative financial instruments.

The incurred loss model in IAS 39 was replaced by the expected credit loss (ECL) model in IFRS 9. The ECL model
applies to financial assets measured at amortised cost. The application of IFRS 9 impairment losses by the Company
using the ECL impairment model at 1 January 2018 result in a reduction in impairment provision as follows;

N'000
IAS 39 Loss allowance at 31 December 2017 55,294,894

Impairment recognised at 1 January 2018

Impairment on trade receivables remeasurment (154,599)
Impairment on other receivables remeasurement -
Impairment on cash and cash equivalent -

IFRS 9 Loss allowance at 1 January 2018 55,140,295
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STATEMENT OF VALUE ADDED
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Revenue
Other gains and losses

Bought in material and services:
Foreign
Local

Value added

Applied as follows:

To pay employees;
Staff costs

To pay government
Taxation

To pay providers of capital:
Finance costs

To provide for enhancement of assets
and growth

Depreciation

Impairment losses

Deferred taxation

Loss for the year

2018 2017
N'000 % N'000 %
41,084,055 42,259,144
263,788 266,048
41,347,843 42,525,192
(75,886,741) (67,141,119)
(34,538,898) 100  (24,615,927) 100
3,802,365  (11) 3,927,218  (16)
(327.897) 1 52,836 (0)
28,007,528  (81) 18,404,666  (75)
1,860,979  (5) 1,641,484 @)
; 576,945 @)
(67,881,872) 197 (49,219,077) 200
(34,538,897) 100 (24,615,928) 100

“Value added” represents the additional wealth which the Company have been able to create by its
own and its employees’ efforts. The statement shows the allocation of that wealth between the
employees, providers of capital, government and that retained for the future creation of more wealth.
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ASSETS EMPLOYED
Non current assets
Current assets

Non current liabilities
Current liabilities

Net assets

CAPITAL EMPLOYED
Share capital

Capital contribution
Retained Earnings

Total equity
TURNOVER AND PROFIT
Revenue

Loss before income tax
Income tax expenses

Loss for the year

Total comprehensive loss

Per share data (Kobo)
Loss per share

Net assets per share

NOTES

4 IFRS
2018 2017 2016 2015 2014
N'000 N'000 N'000 N'000 N'000
81,557,227 64,863,054 65,008,667 53,180,232 48,153,873
41,715,582 29,152,767 25,285,654 15,000,274 5,016,062
(16,233,218) - - - ;
(201,225,542) _(124,952,442) (71,640,542) (31,633,959)  (4,534,918)
(94,185,951) _ (30,936,622) 18,653,779 _ 36,546,548 48,635,018
5,000 5,000 5,000 5,000 5,000
51,716,644 47,238,701 47,238,701 47,238,701 47,238,701
(145,907,595)  (78,180,322) (28,589,922) (10,697,154) 1,391,317
(94,185,951)  (30,936,622) 18,653,779 _ 36,546,548 48,635,018
41,084,055 42259144 42,851,827 33451,366 26,768,161
(68,209,769)  (49,166,241) (30,502,194) (16,293,422) (12,908,612)
327,897 (52,836) 12,609,425 4,204,952 (187,300)
(67.881,872)  (49,219,078) (17,892,769) (12,088,470) (13,095,912)
(67,881,908)  (49,219,078) (17,892,769) (12,088,470) (13,095,912)
(678,819) (492,191) (178,928) (120,885) (130,959)
(941,860) (309,366) 186,538 365,465 486,350

Basic earnings per share are calculated based on the profit after taxation and the number of issued and fully
paid ordinary shares at the end of each financial year.

Net assets per share are based on the net assets and the number of ordinary shares in issue and fully paid at

the end of each financial year.
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