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GALAXY BACKBONE LIMITED

RESULTS AT A GLANCE

Revenue

Profit before tax
Profit after tax

Total comprehensive profit for the year

Total assets
Authorized share capital

Share capital
Total equity

Per N1 ordinary share data: Basic profit per share (Naira)

2022
N000
8,807,090

541,355
776,777
776,777
17,749,080
1,000,000
1,000,000
6,385,732

0.78

2021
N'000
8,055,818

219,983
127,547
127,547
18,360,199
1,000,000
1,000,000
5,608,956

0.13

Change
%
2

146
509
509

(3)

14
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GALAXY BACKBONE LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER, 2022

The directors present their annual report on the aifairs of Galaxy Backbone Limited (“the Company”), together with
the financial statements for the year ended 31 December, 2022,

Legal Form

The Company was incorporated by the Federal Government of Nigeria as a limited liability company on 15
June 2006 with the name Galaxy Backbone Plc and commenced business effectively in 2007. On 8 February
2013, the name of the company was formally changed to Galaxy Backbone Limited.

Principal Activities and Business Performance
The Company is wholly-owned by the Federal Government and Jigawa State Government. It was established

pincipally to build and operate network infrastructure platform and provide shared Information and Caommunication
Technology (ICT) services to Ministries, Depariments and Agencies (MDAs) of the Federal Government.

The Company's revenue increased by 9% from N 8.056 billion in 2021 to N8.807billion in 2022. Cost of sales
dscreased by 20% while operating expenses increased by 33% over the prior year figures.

Operating Results

The following is a summary of the Company's operating results:
31 Dec, 2022 31 Dec, 2021

N000 N'000
Revenue 8,807,090 8,055,818 9%
Results from operating activities 541,355 219,983  146%
Profit before tax 541,355 219,083  146%
776,777 127,547  509%

Profit after tax
Other comprehensive income for the year

Directors and Their Interests
The directors who served during the year were as follows:

lHame Nationality
Mr. Boss Mustapha Nigerian
Prof. Muhammed Bello Abubakar Nigerian
Mr. Adamu D. Umar Gokaru Nigerian
Mr. Owoicho Igoji Nigerian
Mr. Adeyemi Alexander Musa Nigerian
Mr. Aminu Ahmed Galadima Nigerian
Dr. Lawan Y. Danzomo Nigetian
Dr. Kalli Zannah Nigerian

None of the Directors has interest in the shares of the Company.
In accordance with Section 303 of the Companies and Allied Matters Act of Nigeria, none of the directors has
notified the Company of any declarable interests in contracts with the Company.

31 Dec, 2022 31 Dec, 2021

[}
Shareholding Structure sh'::;':; 00 sh;drc:sot‘:oﬂ o
Petroleum Technology Development Fund (PTDF} 550,000 550,000 55
Ministry of Finance Incorporated (MoFH} 350,000 350,000 35
100,000 100,000 10

Jigawa State Government
1,000,000 1,000,000
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GALAXY BACKBONE LIMITED

DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER, 2022

Property, Plant and Equipment

Information relating to changes in property, plant and equipment were mainly due to additions and transfers from
construction work in progress In the ordinary course of business as shown in Note 14 to the financial statements.
In the opinion of the directors, the value of the company's properly, plant and equipment is not less than the value
shown in the financial statements.

Employment of Physically Challenged Persons

The Company has no physically challenged persons in its employment (2021; Nil). However, applications for
employment by physically challenged persons are always fully considered, bearing in mind the respective
aptitudes and abilities of the applicants ¢oncerned. In the event of members of staff becoming physically
challenged, every effort is made to ensure that their employment with the Company continues and that appropriate
training is arranged. It is the policy of the Company that the training, career development and promotion of
physically challenged persons should, as far as possible, be identical with that of cther employees.

Health, Safety and Welfare at Work
The Company places a high premium on the health, safety and welfare of its employees in their place of work. To
this end, the Company has various forms of insurance policies, including workmen's compensation, to adequately

secure and protect its employees.

Employee Consultation and Training

The Company places considerable value on the involvement of its employees and has continued its previous
practice of keeping them informed on matters affecting them as employees and on the various factors affecting the
performance of the Company. Emplayee representatives are consulted regularly on a wide range of matters
affecting their current and future interests.

The Company has in-house training facilities complemented when and where necessary with additional facilities
from educational institutions for the training of its employees.

Charitable Donations

No donations were made to charitable institutions and organizations during the period.

In compliance with Section 43(2) of the Companies and Allied Matters Act of Nigeria, the Company did not make
any donation to any palitical party, political asscciation or for any political purpose in the course of the year (2021:

NiJ).

Dividend
Dividend on the ordinary shares are appropriated from retained earnings and recognized as liability only when

declared and approved by sharehclders at the Annual General Meeting. The directors have proposed a dividend of
N50,000,000 at a rate of Sk per share (31 Dec 2021; N50,000,000} from the retained earnings account as at 31
December 2022. This will be presented to the sharehclders for approval at the next Annual General Meeting and
shall become payable upon approval,

Independent Auditors

The Independent Auditors, Messrs. PKF Professional Services is the statutory auditors of Galaxy Backbone
timited and having expressed their willingness, will continue in office, in accordance with Section 401(2) of the

Companies and Allied Matters Act, (CAP C20) LFN 2020.

BY ORDER OF THE BOARD

Mrs Adama Pindar
Company Secretary
Abuja, Nigeria

Dated:.‘D;l.:.Qj. 2024
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GALAXY BACKBONE LIMITED

STATEMENT OF CORPORATE RESPONSIBILITY FOR THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER, 2022

In compliance with the provision of section 405 of the Companies and Allied Matters Act (CAMA), 2020, we, the
Managing Director and the Executive Director, Finance & Corporate Services of Galaxy Backbone Limited have
reviewed the audited financial statements and accept responsibility for the financial and other information within the
annual report. The following certifications and disclosures regarding the true and fair view of the financial statements
as well as the effectiveness of the internal controls established within the Company are hereby provided below:
Financial statements
a) We have reviewed the audited financial statements of the Company for the year ended 31 December 2022,
b} The audited financial statements do not contain any untrue statement of material fact or omission to state a
material fact which would make the statements misleading, in the light of the circumstances under which such

statement was made.
¢) The audited financial statements and alf other financial information included in the statements fairly present, in

all material respects, the financial condition and results of operation of the Company as of and for, the year
ended 31 December 2022,

Effective internal controls
a) Effective internal controls have been designed to ensure that material information relating to the Company is

made known to us by authorised officers of the Company, during the year ended 31 December 2022,

b) We have evaluated the effectiveness of the Company's internal controls within 90 days prior to 31 December
2022, and ‘

¢} The Company's internal controls are effective as at 31 December 2022

Disclosures

a} There were no significant changes in internal controls or in other factors that could significantly affect internal
controls subsequent to the date of our evatuation, including any corrective action with regard to significant
deficiencies and material weaknesses,

b} There is no fraud that involves management or other employees who have a significant role in the Company’s

internal control.
¢) There are no significant deficiencies in the design or operation of internal controls which could adversely affect

the Company's ability to record, process, summarise and report financial data, and have discussed with the
auditors any material weaknesses identified in internal controls.

Signed on behalf of Galaxy Backbone Limited by:

R

Professor Ibralﬁ’i m A.k;&deya nju 1

im Mohammed Sani

Managing Director/CEQ Executive Director Finance &
Corporate Services

FRC/2024/PRO/DIR/003/294419 FRC/2024/PRO/DIRI003/750947

Dateolzﬁ‘vﬂ/q Datep‘lq’Q’L‘_
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GALAXY BACKBONE LIMITED

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RELATION TO THE
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER, 2022

The Companies and Allied Matters Act CAP C20 Laws of the Federation of Nigeria, 2020 requires the Directors to

prepare the financial statements of the Company that give a true and fair view of the state of the financial affairs of

the Company at the year end and cash flows for the year. The responsibilities include ensuring that the Company:-

(a) Keeps proper accounting records that disclose, with reasonable accuracy, the financial position of the
Company and comply with the requirements of the Companies and Allied Matters Act CAP C20 Laws of the
Federation of Nigeria 2020; .

(b) Establishes adequate internal controls to safeguard its assets and prevent and detect fraud and other
irregularities; and

{c) Prepares its financial statements using accounting policies supported by reasonable and prudent judgment
and estimates, and are consistently applied.

The directars accept responsibility for the financial statements, which have been prepared using appropriate

accounting policies supported by reasonable and prudent judgment and estimates, in confarmity with the

International Financial Reporting Standards (IFRS) and the provisions of the Companies and Allied Matters Act

CAP C20 Laws of the Federation of Nigeria, 2020.

The directars are of the opinion that the financial statements give a true and fair view of the state of the financial

affairs of the Company. The Directors further accept responsibility for the maintenance of accounting records that

may be relied upon in the preparation of financial statements, as well as adequate system of internal financial

controls.

Nothing has come to the attention of the Directors to indicate that the Company will not remain as a going concern

for at least tweive months from the reporting date.

Professor Ibrahim{ A, Adeyanju IbiEAm Mohammed Sani

Executive Director Finance & Corporate

Managing Director/CEQ
FRC/2024/PRO/DIR/003/750547

FRC/2024/PRC/DIR/003/294419



- @ | uaa

‘ PKF Profassional Services
Unity Bank House,
’ S Floor, Plot 785,

Herbert Macaulay Way,
CBD Abuja, Nigeria.

+234 (0) 902 514 9928
abuja@pkf-ng.com
www.pkf-ng.com

Report of the Independent Auditors
To the Members of Galaxy Backbone Limited

Opinion:

We have audited the accompanying financial statements of Galaxy Backbone Limited (the Company) which
comprise the statements of financial position as at 31 December, 2022, statement of profit or loss and other
comprehensive income, statement of changes in equity, statement of cash flows and notes to the financial
statements, including a summary of significant accounting policies.

(n our opinion, the accompanying financial statements present fairly, in all material respects, the financial position
of the Company as at 31 December, 2022, and its financial performance and cash flows for the year then ended in
accordance with Intemational Financial Reporting Standards (IFRSs) and in compliance with the Financial
Reporting Council of Nigeria Act, No 6, 2011 and with the requirements of the Companies and Allied Matters Act,

CAP C20, LFN 2020. Law of the Federation of Nigeria 2020.

Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under

those standards are further described in the Auditors’ Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Company in accordance with the international Ethics Standards
Board for Accountants' (IESBA) Code of Ethics for Professional Accountants together with the ethical
requirements that are relevant to our audit of the financial statements in Nigeria, and we have fulfilled our other
ethical responsibilities in accordance with these requirements and the IESBA Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion,

Other Information

The directors are responsible for the other information. The other information comprises the Directors’ report,
Corporate information, Result at a glance and directors responsibility but does not include the financial statements
and our auditors’ report thereon.

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

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

If. based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the Directors and Those Charged With Governance for the Financial Statements

The Directors are responsible far the preparation and fair presentation of the financial statements in accordance
with International Financial Reporting Standards (IFRS) in compliance with the Financial Reporting Council of
Nigeria Act, No 6, 2011 and the requirements of the Companies and Allied Matters Act, CAP G20, Law of the
Federation of Nigeria 2020, and for such internal control as the directors determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

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

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

Offices in: Lagos, Kano
Partners/ Partner equivalent: TA Akande {Managing), NA Abdus-salaam, GO Ogundeyln, BO Adejayan, Ad Agboola, ED Akintola, N Aremu,

EA Akapo, FA Akande, SO Olackun

PKF Professional Services is a member of PKF Global, the network of member firms of PKF Internatlonal Limlted, each of which is a
separate and independent iegal entity and does not accept any responsibility or liablility for the actions or inactions of any Individual
member or correspondent firmis).
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Auditors® Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors’ 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 ISAs 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 1SAs, we exercise professional judgment and maintain professicnal
skepticism throughout the audit. We also:

+ Jdentify 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 resuiting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control,

» Obtain an understanding of intemal 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 controf,

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

+ Conclude on the appropriateness of the 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 aftention in our auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequale, to madify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditors' report. However, future events or conditions may
cause the Company to cease to continue as a going concern.

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

+ Obtain sufficient appropriate audit evidence regarding the financial information of the entity to express an
opinion on the financial statements. We are responsible for the direction, supetvision and performance of the
Company audit. We remain solsly responsible for our opinion.

Report on Other Legal and Regulatory Requirements

In accordance with the sixth Schedule of Companies and Allied Matters Act Cap C20, Laws of the Federation of

Nigeria, 2020. We expressly state that;

i) We have obtained all the information and explanations which to the best of our knowledge and belief were
necessary for the purpose of our audit:

li) The Company has kept proper books of account, so far it appears from our examination of those books.

iii) The Company's financial position and its statement of profit or loss and other comprehensive income are in
agreement with the books of account and retumns.

INSTITUYE OF CHARTERERD, -
| = ACCOUNTANTS OF NEGERIA

=

Najeeb A. Abdussalaam, FCA
FRC/2013/ICAN/00000000753
For: PKF Professional Services
{Chartered Accountants)
Abuja, Nigeria

Dated: 42 ) \]’i‘g’_} ?‘Cl‘l‘ LIL
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GALAXY BACKBONE LIMITED

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2022

31-Dec-2022 31-Dec-2021
Notes N'000 N'00D
Revenue 6a 8,307,090 8,055,818
Cost of sales 7 (3,432,246) (4,310,824)
Gross profit / (loss) 5,374,844 3,744,994
Other income 6b 22,089 75,915
Selling and distribution cost 8 (884,100) (570,958)
Administrative expenses 9 {3,961,051) (3,029,968)
Impairment allowance 10 (10,427) -
Results from operating activities 541,355 219,983
Profit before tax 541,355 219,983
Income tax expenses 12(i) 235,422 {92,436)
Profit for the year after taxation 776,777 127,547
Other Comprehensive Income
Items that will not be reclassified to profit or loss - -
Total other comprehensive profit net of taxes - -
Total comprehensive profit for the year 776,777 127,647
Profit for the year attributable to:
Owners of the Company 776,777 127,547
Total comprehensive profit for the year attributable to:
Owners of the Company 776,777 127,547
Profit per share
0.78 0.13

Basic earnings per share (Naira)

The accompanying explanatory notes and statement of significant accounting policies form an integral part of these

financial statements.
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GALAXY BACKBONE LIMITED

STATEMENT OF FINANCIAL POSITION

AT 31 DECEMBER 2022

31-Dec-2022 31-Dec-2021

Non current assets Notes N'00G MN'O00
Property, plant and equipment 14 9,036,287 6,443,778
Intangible assets 15 16,792 95,826
Deferred tax 12b 626,515 266,689
Total non-current assets 9,679,594 6,806,203
Current assets
Inventory 16 - 7.534
Trade and other receivables 17 6,848,971 4,386,956
Cash and cash equivalsnis 18 1,220,515 7,159,416
Total current assets 8,069,486 11,553,906
Total assets 17,749,080 18,360,199
Equity
Share capital 19 1,000,000 1,000,000
Share premium 411,436 411,436
Retained earnings 4,974,296 4,197,520
Tota! equity 6,385,732 5,608,956
Liabilities
Total non-current liabilities - -
Current tax liabilities 12 (i) 126,612 224,648
Trade and other payables 20 11,236,736 12,526,596
Total current liabilities 11,363,348 12,751,244
Total liabilities 11,363,348 12,751,244

17,749,080 18,360,199

Total Equity and Liabilities

These financial statements were approved by the Board of Directors on

by:

, 2024 and signed on its behalf

. 0
kA ooret, /5

Professor Ibfdhim A. Adeyanju
Managing Director/CEQ

Ibrdfim Mohammed Sani
Executive Director Finance &
Corporate Services

FRC/2024/PRO/DIR/003/750947

FRC/2024/PRO/DIR/003/294419

The accompanying explanatory notes and statement of significant accounting policies form an integral part of these
tinancial statements.
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GALAXY BACKBONE LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2022

At 1 January 2022
Profit for the year

Other Comprehensive income
Items that will not be reclassied subsequently to profit

or loss
Total comprehensive profit for the year

At 31 December 2022
At 1 January 2021
Profit for the year

Items that will not be reclassified subsequently to profit

or loss
Total comprehensive profit for the year

At 31 December 2021

Share Share Retained Total
capital premium  earnings equity
N'000 N000 N000 N0GD
1,000,000 411,436 4,197,520 5,608,856
- - 776,777 776,777
- - 776,777 778,777
1,000,000 411,436 _ 4,974,296 _ 6,385,732
1,000,000 411,436 4,069,973 5,481,409
- - 127,547 127,547
- - 127,547 127,547
1,000,000 _ 411,436 _ 4,197,520 _ 5,608,956

The accompanying explanatory notes and statement of significant accounting policies form an integral part of

these financial statements.
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GALAXY BACKBONE LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2022

Cash flows from operating activities:
Profit for the year before taxation
Adjustments for:

Depreciation & amortisation

Gain on exchange rate

impairment allowance

Changes in assets and liabilities:

Decreasel(Increase) in inventory

(Increase)/decrease in trade and other receivables
(Decrease)/Increase in trade and other payables
Reclassification of work in progress technical to receivable
Cash generated from operating activitles

Income tax paid

Net cash from operating activities

Cash flows from investing activities:
Acquisition of property, plant and equipment
Acquisition of intangible assets

Net cash used in investing activities

Cash flows from financing activities:
Repayment of borrowings

Net cash used in financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at 1 January
Effect of exchange rate movement on cash
Cash and cash equivalents at 31 December

Represented by:
Cash and bank balances

Notes

6b
10

12(ii)

14
15

18

2022 2021
N'000 N'000
541,355 219,983
390,192 645,425
(22,089} (64,852)
10,427 .
919,885 800,556
- 96,138
{2,464,908) 131,623
(1,289,860) 6,763,902
1,062,219 .
(1,772,664) 7,792,219
(222,440)  (348,879)
{1,995,104) 7,443,340
(3,954,127)  {1,857,217)
(11,759)  (113,436)
{3,065,886) (1,970,653
(5,960,990) 5,472,687
7159416 1,621,877
22,089 64,852
1220515 _ 7,159416
1,220,515 7,159,416

The accompanying explanatory hotes and statement of significant accounting policies form an integral part of

these financial statements.
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GALAXY BACKBONE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

1. Reporting entity
The Company was incorporated by the Federal Government of Nigeria as a limited liability company on 15 June 2006

with the name Gataxy Backbone Plc and commenced business effectively in 2007. On 8 February 2013, the name of the
company was formally changed to Galaxy Backbone Limited, The address of the Company's registered office is 61,
Adetokunbo Ademala Crescent, Wuse, FCT, Abuja. The Company’s principal activity is to build and operate network
infrastructure platform and provide shared Information and Communication Technology (ICT) services to Ministries,

Departments and Agencies (MDAs) of the Federal Government.

2, Basis of preparation

a) Statement of compliance
These financial statements have been prepared in accordance with International Financial Reporting Standards (IFRSs)

as issued by the Intemational Accounting Standards Board {IASB), and in compliance with Financial Reporting Council
of Nigeria Act No. 6 2011. Additional information required by national regulation has been included where appropriate.
The financial statements comprise of the statement of profit or loss and other comprehensive income, statement of
financial position, statement of changes in equity, statement of cash flows and notes to the financial statements.

k) Going concern consideration

The financial statements have been prepared on a going concern basis, which assumes that the entity will be able to
meet its financial obligations as at when they fall due. There are no significant financial obligations that will impact on
the entity's resources which will affect the going concern of the entity. Management is satisfied that the entity has
adequate resources to continue in operational existence for the foreseeable future. For this reason, the going concem

basis has been adopted in preparing the financial statements.

c) Basis of measurement

The financial statements have been prepared under the historical cost convention, except for the financial instruments
and valuation of plan assets in defined benefit pension schemes. These financial statements are presented in Naira (N)
and all values are rounded to the nearest thousands except when otherwise indicated.

d) Functional and presentation currency
The financial statements are presented in Nigerian Naira (NGN), which is the Company's functional currency for

presentation. All financial information presented in Naira has been rounded to the nearest unit, except whete otherwise
indicated.

e) Shareholders
The immediate controlling party, throughout, and as at 31 December 2022 and 2021 were Petroleum Technology

Development Fund (PTDF) 5%, Ministry of Finance Incorporated (MoFI) 35% and Jigawa State Government 10%.

) Use of judgments and estimates
The preparation of the financial statements in conformity with IFRS requires management to make judgments, estimates

and assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, income
and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on a going concern basis. Revisions to accounting estimates are
recognized in the period in which the estimates are revised and in any future periods affected.

In particular, information about assumptions and estimation uncertainties and critical judgments in applying accounting
puolicies that have the most significant effect on the amounts recognized in the financial statements are described below:

i) Recognition of deferred tax assets
The recognition of deferred tax assets requires an assessment of future taxable profit. Deferred tax assets are only

recognized to the extent that it is probable that taxable profits will be available against which deductible temporary
differences can be utilized. The availability of future taxable profits depend on several factors of the group's future
financial performance and if necessary implementation of tax planning strategies.

iif) Contingencies

By their nature, contingencies will only be resolved when one or more uncertain future events occur or fail to occur. The
assessment of the existence, and potential quantum, of contingencies inherently involves the exercise of significant
judgment and the use of estimates regarding the outcome of future events. {See Note 22),
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GALAXY BACKBONE LIMITED

KROTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

i) Impairment of financial assets

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

enhancements that are integral ta the contractual terms.

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

For trade receivables and contract assets, the Company applies a simplified approach in caleulating ECLs. Therefore,
the Company does not track changes in credit risk, but instead recognises a loss allowance based on lifetime ECLs at
each reporting date. The Company has established a provision matrix that is based on its historical credit loss
expetience, adjusted for forward-looking factors specific to the debtors and the economic environment.

The Company considers a financial asset in default when contractual payments are 60 days past due. However, in
certain cases, the Company may also consider a financial asset to be in default when internal or external information
indicates that the Company is unlikely to receive the outstanding contractual amounts in full before taking into account
any credit enhancements held by the Company. A financial asset is written off when there is no reasonable expectation

of recovering the contractual cash flows.

iv.) IFRS 16 Leases

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

IFRS 16 specifies how an IFRS reporter will recognise, measure, present and disclose leases. The standard provides a
single lessee accounting model, requiring lessees to recognise assets and liabilities for all leases unless the lease term
is 12 months or less or the undertying asset has a low value. Lessors continue to classify leases as operaling or finance,
with IFRS 16's approach to lessor accounting substantially unchanged from its predecessor, IAS 17.

IFRS 16 is effective for annual reporting years beginning on or after January 1, 2019. However, an entity cannot adopt
this standard earlier than it adopts IFRS 15, Revenue from Contracts with Customers. This standard was issued on 13
January, 2016. The Company has assessed IFRS 16's full impact and infends to adopt IFRS 16 not later than the

accounting year beginning on or after 1 January 2019.

3. Adoption of new and revised standards

3.1 New and amended IFRS Standards that are effective for the current year

in the current year, the Company has applied a number of amendments to IFRS Standards and Interpretations issued by
the International Accounting Standards Board (IASB) that are effective for an annual period that begins on or after 1
January 2022. Their adoption has not had any material impact on the disclosures or on the amounts reported in these

financial statements.

Impact of the initial application of interest Rate Benchmark Reform

In the prior year, the Company adopted the Phase 1 amendments Interest Rate Benchmark Reform Amendments to
IFRS 9/IAS 39 and IFRS 7. These amendments modify specific hedge accounting requirements to allow hedge
accounting to continue for affected hedges during the period of uncertainty before the hedged items or hedging
instruments are amended as a result of the interest rate benchmark reform.

In the current year, the Company adopted the Phase 2 amendments Interest Rate Benchmark Reform - Amendments to
IFRS 9, JAS 39, IFRS 7, IFRS 4 and IFRS 16. Adopting these amendments enables the Company to reflect the effects of
transitioning from interbank offered rates (IBOR) to alternative benchmark interest rates (also referred to as 'risk free
rates’ or RFRs) without giving rise to accounting impacts that would not provide useful information to users of financial
statements. The Company has not restated the prior period. Instead, the amendments have been applied retrospectively
with any adjusiments recognised in the appropriate components of equity as at 1 January 2022,

Both the Phase 1 and Phase 2 the amendments are not relevant to the Company and the Directors of the Company
assessed that the application of the amendments has an immaterial impact on the Company's financial statements.
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Impact of the initial application of COVID-19-Related Rent Concessions beyond 30 June 2021-—Amendment to

IFRS 16
In the prior year, the Company early adopted Covid-19-Related Rent Concessions {(Amendment {0 IFRS 16) that

provided practical relief to lessees in accounting for rent concessions occurring as a direct consequence of COVID-19,
by intraducing a practical expedient to IFRS 16. This practical expedient was available to rent concessions for which any
reduction in lease payments affected payments originally due on or before 30 June 2021,
In March 2021, the Board issued Covid-19-Related Rent Concessions beyond 30 June 2021 {Amendment to IFRS 16)
that extends the practical expedient to apply to reduction in lease payments originally due on or before 30 June 2022 In
the current financial year, the Company has applied the amendment to IFRS 16 (as issued by the Board in May 2021} in
advance of its effective date.
The practical expedient permits a lessee to elect not 1o assess whether a COVID-19-related rent concession is a lease
modification. A lessee that makes this election shall account for any change in lease payments resuiting from the COVID-
19-related rent concession applying IFRS 16 as if the change were not a lease modification.
The practical expedient applies only to rent concessions occurring as a direct consequence of COVID- 19 and only if afl
of the following conditions are met:
a) The change in lease payments results in revised consideration for the lease that is substantially the same as, or less
than, the consideration for the lease immediately preceding the change
b) Any reduction in lease payments affects only payments originally due on or before 30 June 2022 (a rent concession
meels this condition if it results in reduced lease payments en or before 30 June 2022 and increased lease payments
that extend beyond 30 June 2022)
c) There is no substantive change to other terms and conditions of the lease
The Directors of the Company assessed that the application of the amendments has an immaterial impact on the
Company's financial statements.
3.2 New and revised IFRS Standards in issue but not yet effective (but allow early application) for the year ending
31 December 2022
At the date of authorisation of these financial statements, the Company has not applied the following new and revised
IFRS Standards that have been issued but are not yet effective:

+ IFRS 17 (including the June 2020 amendments fo IFRS 17} - Insurance Contracts
Amendments to IFRS 10 and IAS 28 - Sale or Contribution of Assets between an Investor and its Associate or Joint
Venture
« Amendments to IAS 1 - Classification of Liabilities as Current or Non-current
+ Amendments to IFRS 3 - Reference to the Conceptual Framework
«  Amendmenls tu JAS 16 - Prupeily, Plainl aid Equipiment—Procesds before Intended Use
» Amendments to IAS 37 - Onerous Contracts — Cost of Fulfilling a Contract

Annual Improvemenis to IFRS Standards 2018 - 2020 Cycle - Amendments to IFRS 1 First-time Adoption of
International Financial Reporting Standards, IFRS 9 Financial Instruments, IFRS 16 Leases, and IAS 41 Agriculture.

«  Amendments to IAS 1 and IFRS Practice Statement 2 - Disclosure of Accounting Policies

«  Amendments to IAS 8 - Definition of Accounting Estimates
» Amendments to IAS 12 - Deferred Tax related to Assets and Liabilities arising from a Single Transaction

The Directors do not expect that the adoption of the Standards listed above will have a material impact on the financial
statements of the Company in future periods.

IFRS 17 Insurance contracts
IFRS 17 establishes the principles for the recognition, measurement, presentation and disclosure of insurance contracts

and supersedes IFRS 4 Insurance Contracts.
IFRS 17 outlines a general model, which is modified for insurance contracts with direct patticipation features, described
as the variable fee approach. The general model is simplified if certain criteria are met by measuring the liability for

remaining coverage using the premium zallocation approach.

The general model uses current assumptions to estimate the amount, timing and uncertainty of future cash flows and it
explicity measures the cost of that uncertainty. It takes into account market interest rates and the impact of

policyholders' options and guarantees.
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In June 2020, the IASB issued Amendments to IFRS 17 to address concemns and implementation challenges that were
identified after IFRS 17 was published. The amendments defer the date of initial application of IFRS 17 (incorporating
the amendments) to annual reporting periods beginning on or after 1 January 2023. At the same time, the Board issued
Extension of the Temporary Exemption from Applying IFRS 9 {Amendments to IFRS 4} that extends the fixed expiry date
of the temporary exemption from applying IFRS 9 in IFRS 4 to annual reporting periods beginning on or after 1 January
2023.

IFRS 17 must be applied retrospectively unless impracticable, in which case the modified retrospective approach or the
fair value approach is applied.

For the purpose of the transition requirements, the date of initial application is the start of the annual reporting period in
which the entity first applies the Standard, and the transition date is the beginning of the periad immediately preceding

the date of initial application.
The Directors of the Company do not anticipate that the application of the amendments in the future will have an impact
on the Company's financial statements.

Amendments to IFRS 10 Consolidated Financial Statements and IAS 28 Investments in Associates and Joint
Ventures — Sale or Contribution of Assets between an Investor and its Associate or Joint Venture

The amendments to IFRS 10 and IAS 28 deal with situations where there is a sale or contribution of assets between an
investor and its associate or joint venture. Specifically, the amendments state that gains or losses resulting from the loss
of control of a subsidiary that does not contain a business in a transaction with an associate or a joint venture that is
accounted for using the equity method, are recognised in the parent's profit or loss only to the extent of the unrelated
investors' interests in that associate or joint venture. Similarly, gains and losses resulting from the remeasurement of
investments retained in any former subsidiary (that has become an associate or a joint venture that is accounted for
using the equity method) to fair value are recognised in the former parent's profit or loss only to the extent of the
unrelated investors' interests in the new associate or joint venture.,

The effective date of the amendments has yet to be set by the Board; however, earlier application of the amendments is

permitted.
The Directors of the Company do not anticipate that the application of the amendments in the future will have an impact

on the Company's financial statements.
Amendments to IAS 1 Presentation of Financial Statements — Classification of Liabilities as Current or Non-

current
The amendments to IAS 1 affect only the presentation of liabilities as current or non-current in the statement of financial

position and not the amount or timing of recognition of any asset, liability, income or expenses, or the information
disclosed about those items.

The amendments clarify that the classification of liabilities as current or non-current is based on rights that are in
existence at the end of the reporting period, specify that classification is unaffected by expectations about whether an
entity will exercise its right to defer settlerent of a liability, explain that rights are in existence if covenants are complied
with at the end of the reporting period, and introduce a definition of 'settiement’ ta make clear that settiement refers to
the transfer to the countarparty of cash, equity instruments, other assets or services,

The amendments are applied retrospectively for annual periods beginning on or after 1 January 2023, with early
application permitted.

The directors of the company do not anticipate that the application of the amendments in the future will have an impact
on the company's financial statements.

Amendments to IFRS 3 Business Combinations — Reference to the Conceptual Framework

The amendments update IFRS 3 so that it refers to the 2018 Conceptual Framework instead of the 1989 Framework.
They also add to IFRS 3 a requirement that, for obligations within the scope of IAS 37, an acquirer applies IAS 37 to
determine whether at the acquisition date a present obligation exists as a result of past events. For a levy that would be
within the scope of IFRIC 21 Levies, the acquirer applies IFRIC 21 to determine whether the obligating event that gives
rise to a liability to pay the levy has occurred by the acquisition date.

Finally, the amendments add an explicit statement that an acquirer does not recognise contingent assets acquired in a
business combination.

The amendments are effective for business combinations for which the date of acquisition is on or after the beginning of
the first annual period beginning on or after 1 January 2022, Early application is permitted if an entity also applies all
other updated references (published together with the updated Conceptual Framework) at the saine time or earlier.
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The Directars of the Company do not anticipate that the application of the amendments in the future will have an impact
on the Company's financial statements.

Amendments to IAS 16 - Property, Plant and Equipment — Proceeds before Intended Use

The amendments prohibit deducting from the cost of an item of property, plant and equipment any proceeds from selling
items produced before that asset is avaitable for use, i.e. proceeds while bringing the asset to the location and condition
necessary for it to be capable of operating in the manner intended by management. Consequently, an entity recognises
such sales proceeds and related costs in profit or loss. The entity measures the cost of those items in accordance with
IAS 2 Inventories.

The amendments also clarify the meaning of 'testing whether an asset is functioning propery'. IAS 16 now specifies this
as assessing whether the technical and physical performance of the asset is such that it is capable of being used in the
production or supply of goods or services, for rental to others, or for administrative purposes.

If not presented separately in the statement of comprehensive income, the financial statements shalt disciose the
amounts of proceeds and cost included in profit or loss that relate to items statement of comprehensive income
include(s) such proceeds and cost.

The amendments are applied retrospectively, but only to items of property, plant and equipment that are brought to the
location and condition necessary for them to be capable of operating in the manner intended by management on or after
the beginning of the earliest period presented in the financial statements in which the entity first applies the
amendments,

The entity shall recognise the cumulative effect of initially applying the amendments as an adjustment to the opening
balance of retained eamings (or other component of equity, as appropriate) at the beginning of that earliest period

presented.
The amendments are effective for annual periods beginning on or after 1 January 2022, with early application permitted.

The Directors of the Company do not anticipate that the application of the amendments in the future will have an impact
on the Company's financial statements.
Amendments to IAS 37 Provisions, Contingent Liabilities and Contingent Assets — Onerous Contracts — Cost of

Fulfilling a Contract
The amendments specify that the ‘cost of fulfilling’ a contract comprises the 'costs that relate directly to the contract’.

Costs that relate directly to a contract consist of both the incremental costs of fulfilling that contract (examples would be
direct labour or materials) and an allocation of other costs that relate directly to fulfilling contracts (an example would be
the allocation of the depreciation charge for an item of property, plant and equipment used in fuifilling the contract).

The amendments apply to contracts for which the entity has not yet fulfilled all its obligations at the beginning of the
annual reporting period in which the entity first applies the amendments. Comparatives are not restated. Instead, the
entity shall recognise the cumulative effect of initially applying the amendments as an adjustment to the opening balance
of retained earnings or other component of equity, as appropriate, at the date of initial application.

The amendments are effective for annual periods beginning on or after 1 January 2022, with early application permitted.
The Directors of the Company do not anticipate that the application of the amendments in the future will have an impact
on the Company’s financial statements.

Amendments to IAS 37 - Onerous Contracts - Cost of Fulfilling a Contract

The amendments specify that the cost of fulfilling a contract comprises the costs that relates directly to the contract. Cost
that refates directly to a contract consists of both the incremental cost of fulfilling that contract. Examples would be direct
labour or materials and allocation of other costs that relates directly to fuffilling the contract {an example would be the
allocation of the depreciation charge for an item of property, plant and equipment used in fulfilling the contract).

The amendments apply to contracts for which the entity has not yet fulfilled all its obligations at the beginning of the
anrnual reporting period in which the entity first applies the amendment's. Comparatives are not restated. instead, the
entity shall recognize the cumulative effect of initially applying the amendments as an adjustment to the opening balance
of retained eamings or other components of equity, as appropriate, at the date of initial application.

The amendments are effective for annual periods beginning on or after 1 January 2022, with early application permitted.
The Directors of the Company do not anticipate that the application of the amendment in the future will have an impact
on the Company's financial statemenis.
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Annual Improvements to IFRS Standards 2018-2020 — Amendments to IFRS 1 First-time Adoption of
International Financial Reporting Standards, IFRS 9 Financial instruments, IFRS 16 Leases, and IAS 41

The Annual Improvements include amendments to four Standards.

IFRS 1 First-time Adoption of International Financial Reporting Standards

The amendment provides additional relief to a subsidiary which becomes a first-time adopter later than its parent in
respect of accounting for cumulative translation differences. As a result of the amendment, a subsidiary that uses the
exemption in IFRS 1:D16(a) can now also elect to measure cumulative translation differences for all foreign operations at
the carrying amount that would be included in the parent's consolidated financial statements, based on the parent's date
of transition to IFRS Standards, if no adjustments were made for consolidation procedures and for the effects of the
business combination in which the parent acquired the subsidiary. A similar election is available to an associate or joint

venlure that uses the exemption in IFRS 1:D16(a).
The amendment is effective for annual periads beginning on or after 1 January 2022, with early application permitted.

IFRS 9 Financial Instruments
The amendment clarifies that in applying the "0 per cent' test to assess whether to derecognise a financial liability, an

entity includes only fees paid or received between the entity (the bomower) and the lender, including fees paid ar
received by either the entity or the lender on the other's behalf.
The amendment is applied prospectively to modifications and exchanges that occur on or after the date the entity first

applies the amendment.
The amendment is effective for annual periods beginning on or after 1 January 2022, with early application permitted.

IFRS 16 Leases
The amendment removes the illustration of the reimbursement of leasehold improvements.

As the amendment to IFRS 16 only regards an iliustrative example, no effective date is stated.

IAS 41 Agriculture
The amendment removes the requirement in |IAS 41 for entities to exclude cash flows for taxation when measuring fair

value. This aligns the fair value measurement in IAS 41 with the requirements of IFRS 13 Fair value Measurement to use
internally consistent cash flows and discount rates and enables preparers to determine whether to use pretax or post-tax
cash flows and discount rates for the most appropriate fair value measurement,

The amendment is applied prospectively, i.e. for fair value measurements on or after the date an entity initially applies

the amendment.
The amendment is effective for annual periods beginning on or after 1 January 2022, with earlier application permitted.

The Directors of the Company do not anticipate that the application of the amendments in the future will have an impact
on the Company's financial statements.
Amendments to IAS 1 Presentation of Financial Statements and IFRS Practice Statement 2 Making Materiality

Judgements — Disclosure of Accounting Policies

The amendments change the requirements in IAS 1 with regard to disclosure of accounting policies. The amendments
replace all instances of the term 'significant accounting policies’ with ‘material accounting policy information’. Accounting
policy information is material if, when considered together with other information included in an entity's financial
statements, it can reasonably be expected to influence decisions that the primary users of general purpose financial
statements make on the basis of those financial statements.

The supporting paragraphs in 1AS 1 are also amended to clarify that accounting policy information that relates to
immaterial transactions, other events or conditions is immaterial and need not be disclosed. Accounting policy
information may be material because of the nature of the related transactions, other events or conditions, even if the
amounts are immaterial. However, not all accounting policy information relating to material transactions, cther events or

conditions is itself material.
The Board has aiso developed guidance and examples to explain and demonstrate the application of the ‘four- step

materiality process’ described in IFRS Practice Statement 2.
The amendments to IAS 1 are effective for annual periods beginning on or after 1 January 2023, with earlier application
permitted and are applied prospectively. The amendments to IFRS Practice Statement 2 do not contain an effective date

or transition requirements..
The Directors of the Company do not anticipate that the application of the amendments in the future will have an impact

on the Company's financial statements.
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Amendments to IAS 8 Accounting Policies, Changes In Accounting Estimates and Errors — Definition of

Accounting Estimates
The amendments replace the definition of a change in accounting estimates with a definition of accounting estimates.

Under the new definition, accounting estimates are “monetary amounts in financial statements that are subject to
measurement uncertainty.
The definition of a change in accounting estimates was deleted. However, the Board retained the concept of changes in

accounting estimates in the Standard with the following clarifications:
- A change in accounting estimate that results from new information or new developments is not the correction of an

error
- The effects of a change in an input or a measurement technique used to develop an accounting estimate are

changes in accounting estimates if they do not result from the comection of prior period errors.
The Board added two examples (Examples 4-5) to the Guidance on implementing IAS 8, which accompanies the
Standard. The Board has deleted one example (Example 3) as it could cause confusion in light of the amendments.
The amendments are effective for annual periods beginning on or after 1 January 2023 to changes in accounting policies
and changes in accounting estimaies that occur on or after the beginning of that period, with earlier application
permitted.
The Directors of the Company do nat anticipate that the application of the amendments in the future will have an impact
on the Company's financial statements.
Amendments to JAS 12 Income Taxes — Deferred Tax related to Assets and Liabilities arising from a Single

Transaction
The amendments introduce a further exception from the initial recognition exemption. Under the amendments, an entity

does not apply the initial recognition exemption for transactions that give rise to equal taxable and deductible temporary

differences.
Depending on the applicable tax law, equal taxable and deductible temporary differences may arise on initial recognition

of an asset and liability in a transaction that is not a business combination and affects neither accounting nor taxable

profit. For example, this may arise upon recognition of a lease liabiity and the corresponding right-of-use asset applying

IFRS 16 at the commencement date of a lease.

Following the amendments to IAS 12, an entity is required to recognise the related deferred tax asset and liability, with

the recognition of any deferred tax asset being subject to the recoverability criteria in |1AS 12.

The Board also adds an illustrative example fo IAS 12 that explains how the amendments are applied.

The amendments apply to transactions that occur on or after the beginning of the earliest comparalive period presented.

In addition, at the beginning of the earliest comparative period an entity recognises:

- A deferred tax asset {to the extent that it is probable that taxable profit will be available against which the deductible

temporary difference can be utilised) and a deferred tax liability for all deductible and taxable temporary differences
associated with:

- Right-of-use assets and lease liabilities
Decommissioning, restoration and similar liabilities and the corresponding amounts recognised as part of the cost of

the related asset
The cumulative effect of initially applying the amendments as an adjustment to the opening balance of retained eamings
{or other component of equity, as appropriate) at that date.
The amendments are effective for annual reporting periods beginning on or after 1 January 2023, with eadier application
permitted.
The directors of the Company do not anticipate that the application of the amendments in the future will have an impact
on the Company's financial statements.

4.Significant accounting policies
The accounting policies set out below have been applied consistently to all the years presented in these financial

statements.,
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a) Revenue
Revenue is recognized 1o the extent it is probable that the economic benefits will flow to the Company and the revenue

can be reliably measured. Revenue is measured at the fair value of the consideration received or receivable, excluding
discounts, sales taxes, excise duties and similar levies. The Company assesses its revenue arrangements against
specific criteria in order to determine if it is acting as principal or agent. The Company is acting as a principal in all of its
revenue arrangements.
Revenus from contract with customers
The Company applies the 5 step model in recognising revenue fram contract with customers, which involves:

i Identifying the contract with a customers

il Idenlifying the performance obligation in the contract

iii Determining the transaction price

Aliocating the transaction price to the performance obligation in the contract
Recognising revenue when a performance obligation is satisfied by transferring a promised good or sefvice to a

customer (which is when the customer obtains control of that good or service).

v
v

Revenue from a valid contract with a customer is recognised when the following conditions are met:

i The contract has been approved by the parties to the contract.
The rights and obligations of the parties 1o the contractin relation to the goods and services to be transferred are

identifiable,
The payment terms for the goods and services to be transferred are identifiable.

iii
iv The contract has commercial substance.
It is probable that the consideration to which the Company is entitled to in exchange for the goods or services will be

collected.
Revenue is measured at the fair value of the consideration received or receivable for goods or services invoiced to third
parties, net of VAT, discounts and returns. The company derives revenue from data carrier services {Internet), hosted
services, hardware and software revenues and other allied revenues. Generally, revenue is recognized at the fair vafue
of consideration received or receivable when significant risks and rewards of ownership have been transferred, which is
when title passes to the customer depending on the nature of service rendered and any other specific contractual terms.

v

Revenue recognition principles
Revenue recognition for invoiced services depends on the nature of service rendered and the type of contract. The

company has twe main contract types namely Mandate and Non-mandate services. The primary customers are Federal
Government Ministries, Departments and Agencies (MDAs) who are covered by the Mandate services. These services
are usually provided for in the Service Wide Vote of the annual Budget of the Federal Government. These MDAs can
also enter into direct contracts with the company for additional services to complement the mandate services. In addition
to the non-mandate coniracts with MDAs, the company also has corporate and state govermments as customers for the

services,

Connectivity services, Business maills and Hosted services

These are mainly Mandate services budgeted for by Federal Government for services to its Ministries, Depariments and
Agencies for which quarterly payments are received in line with budget refeases.

Receipts in respect of the Mandate services are accounted for as payments received in advance until revenue
is recognized and the amount applied to settle the related invoice. Payments received in advance are included in
Non-current liabilities.

Projects

Revenue is recognized when significant risks and rewards have passed to the buyer. Costs incurred in respect of
projects are accounted for as Work-in-Progress (WIP) Technical and transferred to cost of sales when revenue is
recognized.

Receipts in respect of invoices for non-mandate contracts are applied to settle the related invoice.

Hardware and software, Value-added services and Tralning services

Revenue is recognized in full at the time of invoicing for hardware and software while revenue is recognized for
value-added and training services when they are delivered. If at the reporting date, the service has not been
concluded, revenue is recognized based on the stage of completion at the reporting date.
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b} Finance income and finance costs

Finance income comprises interest income on funds invested. Finance income is recognized as it accrues in profit or
loss, using effective interest method.

Finance costs comprise interest expense on borrowings, bank charges and unwinding of the discount on provisions.
Borrowing costs that are not directly attributable to the acquisition, construction or production of a qualifying asset are
recognized in profit or loss using the effective interest method.

Foreign currency gains and losses are reported on a net basis as either finance income or finance cost depending on

whether foreign currency movements are in a net gain or net loss position,

Borrowing costs that are directly attributable to the acquisition, construction or production of qualifying assets are
capitalized as part of the cost of that asset. The capitalization of borrowing costs commences from the date of incurring
of expenditure relating to the qualifying asset and ceases when all the activities necessary to prepare the qualifying
asset for its intended use or sale are complete. The interest rate used to determine the amount of capitalized interest
cost is the actual interest rate when there is a specific borrowing facility related to the qualifying asset or the Company’s
average borrowing interest rate. Borrowing costs relating to the period after acquisition, construction or production are
expensed. Investment income earned on the temporary investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for capitalization. The bofrowing costs capitalized may not .

exceed the actual interest incurred by the Company.

¢} Foreign currency transactions
Transactions in foreign currencies are transiated to Naira at the exchange rate prevailing on the date of the transactions.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are translated 1o the functionat
currency at the exchange rate at that date. Non-monetary assets and liabilities that are measured at fair value in a
foreign currency are translated to the functional currency at the exchange rate at the date that the fair value was
determined. Foreign currency differences are generally recognized in profit or loss. Non-monetary assets and liabilities
denorminated in foreign currencies are translated at historical exchange rates if measured based on historical cost.

Foreign currency differences arising on retranslation are recognized in profit or loss. Non-monetary items that are
measured in terms of historical cost in a foreign currency are translated using the exchange rate at the date of the

transiation.

d) Property, plant and equipment

i} Recognition and measurement

Property, plant and equipment are measured at cost less accumulated depreciation and accumulated impairment losses.
Cost includes expenditure that is directly attributabie to the acquisition of the asset. Property, plant and equipment under
construction are disclosed as capital work-in-progress. The cost of self constructed assets include the cost of materials
and direct labor, any other costs directly attributable to bringing the assets to a working condition for their intended use,
borrowing costs on qualifying assets in accordance with the Company's accounting pelicy and the costs of dismantling
and removing the items and restoring the site on which they are located if the Company has a legal or constructive
obligation.

Purchased software that is integral to the functionality of the related equipment is capitalized as part of the equipment.
Whe_n parts of an item of property, plant and equipment have different useful lives and are individually significant in
relation to total cost of an item, they are accounted for as separate items (major components) of property, plant and
equipment.

An item of property, plant and equipment is derecognized upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any gain or lgss arising on the disposal or retirement of an item of
property, plant and equipment are determined by comparing the sales proceeds with the carrying amount of the property,
plant and equipment and are recognized net in profit or loss.

ii} Subsequent costs

The cost'of rfeplacing a component of an item of property, plant and equipment is recognized in the carrying amount of
Fhe item if it is probable that the future economic benefits embodied within the component will flow to the Company and
its cost can be measured refiably. The carrying amount of the replaced component is derecognized. The cost of day-to-

day servicing of property, plant and equipment are recognized in profit or loss as incurred.
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iii) Depreciation

Depreciation is calculated over the depreciable amount, which is the cost of an asset, less its residual value.
Depreciation is recognized in profit or loss depending on the utilization of the respective assets on a straight-line basis
over the estimated useful lives of each part of an item of property, plant and equipment which reflects the expected
pattern of consumption of the future economic benefits embodied in the asset.

Leased assets held under finance lease are depreciated over the shorter of the lease term and their useful lives unless it
is reasonably certain that the Company will abtain ownership by the end of lhe lease term in which case the assets are

depreciated over their useful (ife on the same basis as owned assets.

The estimated useful lives for the year are as follows:
Estimated useful

Asset class Basis % life
Office computer and equipment 25 4 years
Office furniture and fittings 20 5 years
Building improvement 10 10 years
Network equipment 33 3 years
Motor vehicles 25 4 years
25 4 years

Plant and Machinery

Right of use assets lower of lease term or the useful life for the specified assets
Depreciation rates, methods and the residual values underlying the calculation of depreciation of items of property, plant
and equipment are kept under review on an annual basis to take account of any change in circumstances.

When deciding on depreciation rates and methods, the principal factors the Company takes into account are the
expected rate of technological developments and expected market requirements for, and the expected pattern of usage

of the assets.

) Intangible assets

These consist of licenses procured from Nigerian Communications (NCC) and software from other providers and
Licensors, Intangible assets excluding goodwill is stated at cost, less accumulated amortization and impairement losses,
if any. Subsequent costs are included in the asset’s carrying amount of the intangible asset 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 cost of the software is capitalized and thereafter written
off over three years irrespective of procurement time within the year, while the license fees is also capitalized and

amortized over the license period.

f) Inventories
inventories are measured at the lowers of cost and net realizable value. The cost of inventories is based on the first-in-

first-out principle and includes expenses incurred in acquiring the inventories; production and conversion costs and other
costs incurred in bring them to their existing locations and condition. Net realizable value is the estimated selling price in
the ordinary course of business, less the estimated costs of completion and selling expenses.

g} Financial instruments

i) Non-derivative financial assets
The Company initially recognizes loans and receivables on the date that they are originated. All other financial assets

(including assets designated at fair value through profit or loss, if any) are recognized initially on the trade date at which
the Company becomes a party to the contractual provisions of the instrument.

The Company derecognizes a financial asset when the contractual rights to cash flows from the asset expire, or it
transfers the rights to receive the contractual cash flows on the financial asset in a transaction in which substantially all
the risks and rewards of ownership of the financial asset are transferred. Any interest in transferred financial assets that

is created or retained by the Company is recognized as a separate asset or liability.
Financial assets and liabilities are offset and the net amount presented in the statement of financial position when, and
only when, the Company has a legal right to offset the amounts and intends either to settle them on a net basis or to

realize the asset and settle the liability simultaneously.
The Company has the following non-derivative financial assets: loans and receivables.
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Loans and receivables
Loans and receivables are financial assets with fixed or determinable payments that are not quoted in an active market.

Such assets are recognized initially at fair value plus any directly attributable transaction costs. Subsequent to initial
recognition, loans and receivables are measured at amortized cost using the effective interest method, less any

impairment losses.
Short term receivables that do not atiract interest are measured at original invoice amount where the effect of

discounting is not material.

Staff receivables

IL is the compaiy's policy to grant its staff interest-free loans. The fair value of staff receivable is estimated as the
present value of future cash flows, discounted at the market rate of interest at the measurement date. Fair value for short
term receivables with no stated interest rate are measured at the original invoice amount if the effect of discounting is
immaterial. Fair value is determined at initial recognition and for disclosure purpose, at each annual reporting date.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand; cash balances with banks and call deposits with original maturities

of three months or less. Bank overdrafts that are repayable on demand and form an integral part of the Company's cash
management are included as a component of cash and cash equivatents for the purpose of statement of cash flows.

ii) Non-derivative financial liabilities
All financial liabitities (including liabilities designated at fair value through profit or loss, if any) are recognized initiafly on

the trade date at which the Company becomes a party to the contractual provisions of the instrument.

The Company derecognizes a financial liability when its contractual obligations are discharged, cancelled or expired.
Financial assets and liabilities are offset and the net amount presented in the statement of financial position when, and
only when, the Company has a legal right to offset the amounts and intends either to settle on a nst basis or to realize
the asset and settle the liability simultaneously.

The Company has the following non-derivative financial liabilities: loans and borrowings, trade and other payables.

Such financial liabilities are recognized initially at fair value plus any directly attributable transaction costs. Subsequent to
initial recognition, these financial liabilities are measured at amottized cost using the effective interest method.

Short term payables that do not attract interest are measured at original invaice amount where the effect of discounting is
not material.

iii) Share capital
The Company has only one class of shares, namely ordinary shares. Ordinary shares are classified as equity. When '

new shares are issued, they are recorded in share capital at their par value. The excess of the issue price over the par
value is recorded in the share premium reserve. The authorized, issued and fully paid share capital of the company was
1,000,000,000 as at 31 December, 2022,

Incremental costs directly attributable to the issue of ordinary shares are recognized as a deduction from equity, net of

any tax effects.

h) Impairment

i) Non-derivative financial assets

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

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

The Company considers evidence of impairment for receivables at both a specific asset and collective fevel. All
individually significant receivables are assessed for specific impairment. All individually significant receivables found not
to be specifically impaired are then collectively assessed for any impairment that has been incurred but not yet identified.
Receivables that are not individually significant are collectively assessed for impairment by grouping together

receivables with similar risk characteristics.
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in assessing collective impairment the Company uses historical trends of the probability of defaullt, timing of recoveries
and the amount of loss incurred, adjusted for management’s judgment as to whether current economic and credit
conditions are such that the actual losses are likely to be greater or less than suggested by historical trends.

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

through profit or loss.

ii) Non-financial assets
The carrying amounts of the Company’s nhon-financial assets, other than inventories and deferred tax assets are

reviewed at each reparting date to determine whether there is any indication of impairment. If any such indication exists,
then the asset's recoverable amount is estimated.

The Company's corporate assets do not generate separate cash inflows. If there is an indication that a corporate asset
may be impaired, then the recoverable amount is determined for the CGU to which the corporate asset belongs.

An impairment loss is recognized if the carrying amount of an asset or its CGU exceeds its estimated recoverable
amount. Impairment losses are recognized in profit or loss. Impairment losses recognized in respect of CGUs are
allocated first to reduce the carrying amount of any goodwill allocated to the units, and then to reduce the carrying
amounts of the other assets in the unit (group of units) on a pro rata basis.

Impairment losses recognized in prior periods are assessed at each reporting date for any indications that the loss has
decreased or no longer exists. An impairment loss is reversed if there has been a change in the estimates used to
determine the recoverable amount. An impairment loss is reversed only to the extent that the asset's carrying amount
does not exceed the carrying amount that would have been determined, net of depreciation or amortization, if no
impairment loss had been recognized.

Income tax expense comprises current tax and deferred tax. Current tax and deferred tax are recognized in profit or loss
except to the extent that it relates to items recognized directly in equity or in other comprehensive income.

i} Current tax
Current tax is the expected tax payable or receivable on the taxable income or toss for the year and any adjustrment to

tax payable or receivable in respect of previous years. Using tax rates statutorily enacted at the reporting date.
Current income tax relating to items recognized directly in equity is recognized in equity and not in profit or loss.
The Company is subject to the following types of current income taxes:

Company Income Taxes
This relates to tax on income and prafit generated by the Company during the year that is taxed under the Companies

Income Tax Act as amended to date.

Tertiary Education Tax
Tertiary education tax is tax based on the assessable profit of the Company and is governed by the Tertiary Education

Trust Fund (Establishment) Act.

ii) Deferred tax
Deferred tax is recognized in respect of 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
tiabilities are generally recognized for all taxable temporary differences. Deferred tax assets are generally recognized 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 utilized. Such deferred tax assets and liabilities are not recognized if the
temporary difference arises from the inilial recognition of other assets and liabilities in a transaction that affects neither
the taxable profit nor the accounting profit,

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.
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Deferred tax is measured at the 1ax rates that are expected to apply in the period in which the liability is settled or the
asset realized, 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 setfle the carrying
amount of its assets and liabilities.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and
assets, and they relate to income taxes levied by the same tax authority on the same taxable entity, or on different tax
entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will be

realized simultaneously.

j) Employee benefits
The Company do not have any defined benefit schemes or other post (and other lang term) employment liabilities

requiring provision.

K) Pension fund scheme

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

L) Provisions and contingent liabilities

Provisions
A provision is recognized if, as a result of a past event, the Company has a present legal or constructive obligation that

can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the obligation.
Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and the risks specific to the liability. The unwinding of the discount is

recognized as finance cost.
A provision for restructuring is recognized when the Company has approved a detailed and formal restructuring plan, and
the restructuring either has commenced or has been announced publicly. Future operating losses are not provided for.

A provision for onerous contracts is recognized when the expected benefits to be derived by the Company from a
conlract are lower than the unavecidable cost of meeting its obligations under the contract. The provision is measured at
the present value of the lower of the expected cost of terminating the contract and the expected net cost of continuing
with the contract. Before a provision is established, the Company recognizes any impairment fose on the assets

associated with that contract.

Contingent liabilities
A contingent liability is a possible obligation that arises from past events and whose existence will be confirmed only by

the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the Company, or
a present obligation that arises from past events but is not recognized because it is not probable that an outflow of
resources ambodying economic benefits will be required to settle the obligation; or the amount of the obligation cannot

be measured with sufficient reliability.
Contingent liabilities are only disclosed and not recognized as liabilities in the statement of financial position. If the
likelihood of an outflow of resources is remote, the possible obligation is neither a provision nor a contingent liability and

no disclosure is made.

I) IFRS 16 - Leases

Right-of-use assets
The new standard supersedes IAS 17 and will result in almost all leases being recognised on the statement of financial

position by lessees as the distinction between operating and finance leases is removed. Under the new standard, an
asset (the right of use asset) and a financial liability to pay rentals are recognised; the only exceptions are short-term
leases that do not contain a purchase option and low-level leases. The right-of-use assets will be depreciated on a
straight-iine basis. The liability, recognised as part of borrowings, will be measured at a discounted value using the
interest rate implicit in the lease (if that rate can be determined) or the incremental borrowing rate of the lease and any
interest will be charged to finance costs in the income statement. Therefore, the charge to the income for the operating
lease expense will be replaced with depreciation on the right-of-use asset and the interest charge inherent in the lease.
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Lease payments
Variable lease payments that depend on an index or a rate are included in the initial measurement of the lease liability

and are initially measured using the index or rate as at the commencement date.

Amounts expected to be payable by the lesse under residual value guarantees are also included.

Vaiiable lease payments that are not included in the measurement of the lease liability are recognised in profit or loss in
the period in which the event or condition that triggers payment occurs, unless the costs are included in the carrying

amount another asset under another standard.
The lease provides the lease option to buy the assets at the end of the lease term.

m)} Earnings per share
The Company presents basic eamings per share (EPS) data for its ordinary shares. Basic EPS is calculated by dividing

the profit or loss attributable to ordinary shareholders of the Company by the weighted average number of ordinary
shares outstanding during the year.

5. Determination of fair values
A number of the Company’s accounting policies and disclosures require the determination of fair value, both for financial

and non-financial assets and liabilities. Fair values have been determined for measurement and/or disclosure purposes
based on the following methods. When applicable, further information about the assumptions made in determining fair

values is disclosed in the notes specific to that asset or liability.

a) Trade and other receivables
The fair value of trade and other receivables is estimated as the present value of the future cash flows, discounted at the

market rate of interest at the reporting date. This fair value is determined for disclosure purposes. For short-term
receivables, no disclosure of fair value is presented when the carrying amount is a reasonable approximation of fair

value,

b) Non-derivative financlal instruments
Fair value, which is determined for disclosure purposes, is calculated based on the present value of future principal and

interest cash flows, discounted at the market rate of interest at the reporting date. For non-derivative financial liabilities
repayable on dermand, the fair value is nat less than the face value,

2022 2021
N'000 N'000
7,600,303 7,854,423
194,879 120,837
1,011,908 80,558

8,807,090 _8,055818

Ga Revenue
Infrastructure as a service
Platform as a service
Consulting and professional service

6b Crher income
Sundry income
Exchange Gain

- 11,063

22,089 64,852
75915

22,089
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Cost of sales

Infrastructure as a service

Platform as a service

Consulting and professional service

Selling and distribution
Marketing and promotional Expenses
Consultancy

Administrative expenses
Salaries and allowances

Staff pension

Staff welfare expenses

Staff training

Medical expenses

Repairs and maintenance

Staff car claims allowances
Licence

Utility expenses

Stationary and printing

Courier and postages
Entertainment and refreshment
Office decoration and photographs
Rates, fines and taxes
Registration and tendets
Newspapers and magazines
Bank charges

Donations and subscription
Electricity, water and building expenses
Meeting expenses

Travel costs

Rent

Insurance and allied expenses
Telephaone and communications
Fueling/diesel
Audit fee
Amortisation exps

Depreciation exps

Impairment charge for doubtful debt
Impairment charge for obsolete Inventory

23

2022 2021
N'000 N'00D
3,023,583 4,203,054
77,527 64,662
331,136 43,108
3,432,246 4,310.824
751,865 459,590
132,235 111,368
884,100 570,958
1,107,529 1,093,543
56,834 50,441
22,930 11,483
278,918 93,100
148,366 125,094
488,108 306,668
234,976 173,942
96,875 46,899
35,829 6,059
6,504 11,293
7,358 2,327
12,952 7,604
1,625 365
1,800 8,400
430 1,035
4,056 ga2
5,229 6,206
2,634 12,785
217,813 182,065
37,81 58,642
580,459 75,747
61,51 71,122
50,462 42,343
22,257 21,915
79,967 65,189
7,625 7,525
90,794 14,387
299,399 532,896
3,961,051 3,029.968
2,893 .
7,534 -
10,427
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12
i)

ii)

b)

Profit before tax 2022 2021
Profit before tax is stated after charging the following: N'000 N'000
Depreciation and amartisation 390,192 547,283
Auditors’ remuneration 7,525 7,525
Salaries and wages 1,107,529 1,093,543
Foreign exchange loss/ (gain) (22,089) (64,852)
Taxation

Income tax recognised in profit or loss

Taxation on profit on ordinary activities 94,088 75,288
Education tax 23,522 18,822
Deferred tax write back (359,826) (3,884)
Information technology levy 5,414 2,200
National Agency for Science and Engineering Infrastructure (NASENI) 1,353 -
Police fund levy 27 10
Balance per income statement {235,422) 92,436
Current liabilities in the statement of financial position
Taxation on profit on ordinary activities 94,088 75,288
Education tax 23,522 18,822
Information technology levy 5,414 2,200
National Agency for Science and Engineering Infrastructure (NASENI) 1,353 3
Police fund levy 27 10
Balance brought forward 224,648 477,207
Charge for the year 124,404 96,320
Payments during the year {222,440) (348,879)
Balance per statement of financial position 126,612 224,648
Deferred taxation
At 1 January 2022 (266,689) (262,805)
Write back to profit or loss (359,826) (3,884)

At 31 December 2022 (626,515) (266,689)

Reconclliation of effective tax rate
Profit for the year

Non-deductible Expenses

Capital allowance

541,355 219,983
399,526 532,896
(627,254)  (501,919)

Tax thereon at 30% 94,088 75,288
Effect of Education tax @ 2.5% of assessable profit 23,522 18,822
NASEN] @ 0.25% of PBT 1,353 -
Effect of Police trust fund @ 0.005% of PBT 27 11
Effect of Deferred tax {359,826) (3,884)
Total tax expense (240,835) 90,237
-44% 41%

Effective tax rate

The charge for taxation has been computed in accordance with the provisions of the Companies Income Tax
Act, CAP C21, LFN 2004 as amended to date and Education Tax Act CAP E4 LFN 2004. The Company

has adopted the Interational Accounting Standard (IAS) 12 on the Income Taxes.
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17.2

intangible assets Licence Software Total
Cost: N'000 N'000 N'000
Balance at 1 January 2022 275,683 2,140,378 2,416,061
Additions 11,759 - 11,759
287,442 2,140,378 2,427,820
Amortization:
At 1 January 2022 188,049 2,132,186 2,320,235
Charge for the year 85,485 5,308 90,793
At 31 December 2022 273,534 2,137,494 2,411,028
Carrying amount:
At December 2022 13,908 2,884 16,792
At December 2021 87.634 8,192 95,826
2022 2021
Inventory N'DOD N'000
Cisco Routers 7,138 7,138
VSAT stock 396 396
7,534 7.534
Impairment charge for obsolete Inventory {7,534) -
- 7,534

Trade and other recelvables
Trade receivables
Prepayments

1,940,384 2,468,717
2,613,510 1,406,048

Staff loans and advances 43,730 7,951
GBB cooperative loan 350,000 -
Receivables from FGN (17.2) 2,362,071 962,071
7,309,695 4,844,787
impairment allowance for doubtful receivables (17.1) (460,724) (457,831)

4,386,956

6,848,971

Impairment allowance for doubtful receivables

Opening Balance 457,831 457,831
Charge during the year 2,893 -
Balance at 31 December 2022 460,724 457,831
Payments received in advance

Opening Balance 962,071 959,696
Amount received in the year (4,200,000) (5,600,000}
Service rendered 5,600,000 5,602,375
Balance at 31 December 2022 2,362,071 962,071

This represent quarterly receipts from the Office of the Accountant General of the Federation on annual
service contracts yet to be invoiced as at 31 December 2022,
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19
a)
b)

c)

20

Cash and cash equivalents
Petly cash

Central bank of Nigeria
Stanbic IBTC

Share capital
Authorized ordinary shares
1,000,000,000 ordinary shares of N1 each (2022 : 1,000,000,000)

Issued and fully paid ordinary shares
1,000,000,000 ordinary shares of N1 each {2022 : 1,000,000,000)

The sharehalding structure of the Company is as follows:

Shareholder
Petroleum Technology Development Fund (PTDF)

Ministry of Finance Incorporated (MoFI)
Jigawa State Government

Trade and other payables
Trade payables
Withholding tax

Stamp duty payable
Unallocated receipts
Special Lan project
Staff salaries

Accrued expenses
VAT payable

NICTIB FUND
Retention fee
Provisions

Goods received/invoice

27

2022 202t

N'Q00 N'000
4,064 3,867
1,215,575 7,154,673
876 876

1,220,515 7,159,416

1,000,000 1,000,000

1,000,000 1,000,000

No. of No. of
ordinary ordinary
shares shares
550,000 550,000

350,000 350,000
100,000 100,000
1,000,000 1,000,000

2022 2021
N'000 N'000
1,948,541 1,255,162
164,013 91,306
16,480 5,690
41,909 41,909
4,546,754 7,132,965
3,344 8,080
2,100,262 1,707,944
27,594 -
18,456 -
11,918

1,358,008 1,282,083
1,001,457 1,001,457
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21 Financial risk management and financial instruments

a)

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

Credit risk

Liquidity risk

Market risk

Risk management framework

The Company's directors have overall responsibility for the establishment and oversight of the Company’s

risk management framework.

The Company's risk management policies identify and analyze risks faced by the Company, to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies
and systems will be reviewed regularly to reflect changes in market conditions and the Company's activities.

The Company's Board of Directors will oversee and monitor compliance with the Company's risk
management policies and procedures, and will review the adequacy of the risk management framework in

refation to the risks faced by the Company.

Credit risk
Credit risk is the risk of financial loss to the Company if a customer or party to a financial instrument fails to
meet its contractual obligations, and arises principally from the Company’s receivables from customers and

other related parties.
The carrying amount of financial assets represents the maximum credit exposure.

Carrying amount
2022 2021
N'000 N000

7,309,695 4,844,787

Trade and other receivables
1,220,515 7,158,416

Cash and cash equivalents
8,530,210 _ 12,004,203

Trade and other receivables

Management has credit policies in place and the exposure to credit risk is monitored on an ongoing basis.
Under the credit policies all customers requiring credit over a certain amount are reviewed and new
customers analyzed individually for credit worthiness before the Company's standard payment and delivery
terms and conditions are offered. The Company’s credit assessment process includes specified cash
deposits by new customers. Credit limits are established for qualifying customers and these limits are
reviewed regularly by the Board. Customers that fail to meet the Company's benchmark credit worthiness
may transact with the Company only on a prepayment basis.

The Board of Directors reviews each customers’ credit limit in line with the customers performance in the
preceding quarter and perceived risk factor assigned to the customer.

Maijority of the Company's customers have been transacting with the Company for over two years, and
losses have occurred infrequently. In monitoring customer credit risk, customers are grouped according to
their credit characteristics, including whether they are an individual or legal entity, whether they are a small
and medium scale, listed or high profiled customer, industry, aging profile, and existence of previous financial
difficulties. Trade and ather receivables relate mainly to the Company’s high profiled customers. Customers
with no trading activities for a period of up to one year are placed on a dormant customer list, and future sales
are made onh a prepayment basis only with approval of the Board.
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b)

The Company establishes an allowance for impairment that represents its estimate of incurred losses in
respect of trade and other receivables. The main components of this allowance are a specific loss component
that relates to individually significant exposures, and a collective loss component established for groups of
similar assets in respect of losses that have been incurred but not yet identified. The collective loss allowance
is determined based on historical data of payment statistics for similar financial assets.

The maximum exposure to credit risk for trade and other receivables at the reporting date by type of
counterparty was:
31-Dec-22 31-Dec-21
N'000 N'000
1,940,384 2,468,717
(460,724) (457,831)
1,479,660 2,010,886
43,730 7,951
5,325,581 2,368,119
6,848,971 4,386,956

Trade receivables
Impairment

Staff loans and advances
Other receivables

Cash and cash equivalents
The Company held cash and bank balances of N1.221 billion as at 31 December 2022 {2021 : N7.159

billion), which represents its maximum credit exposure on these assets.

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations associated with
its financial liabilities that are settled by delivering cash or another financial asset. 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 incuming unacceptable iosses or
risking damage to the Company's reputation. The Company's general rule is to ensure that cash flow on its
cantracts is positive or less neutral.

Typicaily, the Company's credit terms with customers are more favourable compared to payment terms to its
vendors in order to help provide sufficient cash on demand to meet expected operational expenses, including
the servicing of financial obligations. This excludes the potential impact of extreme circumstances that cannot
reasonably be predicted, such as natural disasters.

29



B A

e

GALAXY BACKBONE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER, 2022

The following are the contractual maturities of financial liabilities, including estimated interest payments and
excluding the impact of neiting agreements:

Non-derivative financlal {labilities
Contractual cash flows

Carryin ror 1-2 Over s

amn:»!:.lnij Total ! );::5 ° years 2-5years years

At 31 December 2022 N'00G N'000 N'000 N'000D N'000 N'000
Trade and other payables 11,236,736 11,236,736 11,236,736 - - -
11,236,736 11,236,736 11,236,736 - = "

At 31 December 2021
Trade and other payables 12,626,696 12,526,596 12,526,596 - - -

12,526,596 12,526,596 12,526,596 - - =

It is not expected that the cash flows included in the maturity analysis could occur significantly earlier, or at

significantly different amounts. The Company has not provided any guarantees as at year-end.

c) 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 the value of its holdings of financial instruments. The objective of
market risk management is to manage and control market risk exposures within acceptable parameters, whilst
optimizing the return.

The Company manages market risks by keeping costs low through various cost opftimization programmes.
Moreover, market developments are monitored and discussed regularly and mitigating actions are taken where

necessary.

d) Currency risk

The Company is exposed to currency risk on revenue and purchases that are denominated in a currency other
than its functional currency, the Naira. The currency in which the transactions are primarily denominated is the US
Dollar (USD). The currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate due to the changes in foreign exchange rates.

In managing currency risk, the Company aims to reduce the impact of short-term fluctuations on earnings. The
Company has no export sales. Thus the exposure to currency risk in that regard is non existence. The Company's
significant exposure to currency risk relates o its importation of various materials and other property, plant and
equipment. Although the Company has various measures to mitigate exposure to foreign exchange rate
movement, over the longer term, however, permanent changes in exchange rates would have an impact on profit.
The Company monitors the movement in the currency rates on an ongoing basis.

The following significant exchange rates applied during the year:
Reporting rate

2022 2021
N N
usp 448.55 412,99
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e} Sensitivity analysis

A weakening of the Naira, as indicated above, against the USD, EURC and GBP at 31 December would have
increased/decreased profit or loss by the amounts shown below. This analysis is based on foreign currency exchange
rate variances that the Company considered to be reasonably possible at the end of the reporting period. The analysis
assumes that all other variables, in particular interest rates, remain constant. The analysis is performed on the same
basis for 2022, albeit that the reasonably possible foreign exchange rate variances were different.

A weakening of the Naira against the above currencies at 31 December would have had the equal but opposite effect
on the above currencies to the amounts shown above, on the basis that all other variables remain constant.

f) Fair values
Falr values vs carrying amounts
The fair values of financial assets and liabilities, together with the carrying amounts shown in the statement of financial

position, are as follows:

31 Deceinber 2022 31 December 2021
Carrying Fair value Carrying Fair value
amount amount
Assets carried at amortized cost N N N N
Trade and other receivables 7,309,695 7,309,695 4,844,787 4,844,787
Cash and cash equivalents 1,220,515 1,220,515 7,159,416 7,159,416
8,530,210 8,530,210 12,004,203 12,004,203
Liabilities carried at amortized cost
Trade and other payables 11,236,736 11,236,736 12,526,596 12,526,596
11,236,736 11,236,736 12,526,596 12,526,598

The basis for determining fair values is disclosed in Note 5.
Trade and other receivables are the Company’s short-term financial instruments. Accordingly, management believes
that their fair values are not expected to be materially different from their carrying values.

22. Contingencies

a) Guarantees and contingent liabilities

A number of contingent liabilities have arisen as a resuit of the company's pending litigations.

b) Pending litigation and claims

The Company is engaged in some lawsuits which have arisen in the normal course of business and are being handled
by the Company's external legal counsels. The contingent liabilities arising from these lawsuits as at 31 December,

2022 amounted to Nil (2021 : Nil).

¢) Financial commitments
The Directors are of the opinion that all known liabilities and commitments, which are relevant in assessing the state of

affairs of the Company, have been taken into consideration in the preparation of these financial statements.

23. Events after the reporting date
The following events took place after the reporting period, but before signing of the financial statements;

The following Directors were appointed in 2024:

1. Mr. George Akume - Chairman (effective from 2nd June 2023)
2. Prof. Ibrahim Adepoju. Adeyanju - MD/CEO (effective 22nd February, 2024)
3. Mohammed Sani Ibrahim - Executive Director (effective 22nd February, 2024)
4. Qlusegun Olulade - Executive Director (effective 22nd February, 2024)
5. Olumbe Akinkugbe - Executive Director (effective 22nd February, 2024}
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These appointments replace the underlisted

1. Mr. Boss Mustapha

2. Prof. Muhammed Bello Abubakar
3. Mr. Adamu D. Umar Gokaru

4. Mr. Owoicho Igaji

24. Information regarding Directors and Employees m m

24.1 Chairman and Directors' emoluments N N

Remuneration paid to the Company's Chairman and directors was:

Directors fees Nil Nil

Other Directors’ expenses 13,400 6,250
13,400 6,250

Fees and other emoluments disclosed above

The Chairman Nil Nil

The highest paid director Nil Nil

24.2 Chairman and Directors' emoluments

The number of directors who received fees and other emoluments (excluding pension contributions} in the following

ranges was:
Below N1,000,000 Nil Nil
N1,000,000 - N2,000,000 Nii il
N3,000,001 and above Nil Nil
Nil Nil
24.3 Employees
The number of persens employed by the company during the year was as follows:
Management 21 19
Senior 63 65
Junior 106 103
190 187
Compensation for the abave staff (excluding executive directors): N N
Salaries and wages 1,107,529 1,093,543
Pension costs - {Retirement benefit 56,834 50,441
1,164,363 1,143,984

The number of employees of the Company, other than directors, who received emoluments in the following

ranges (excluding pension contributions), were:

| Number ] Number |

Below N500,000 -
N500,001 - N1,000,000 66 61
N1,000,001 and above 124 126

190 187
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GALAXY BACKBONE LIMITED

STATEMENT OF VALUE ADDED

FOR THE YEAR ENDED 31 DECEMBER 2022

Revenue

Bought in materials and services:
- Local
- Foreign

Non-trading items:
- Other income

Value added by operating activities

Distribution of value added:
To employees:
- Wages, salaries and cother benefits

To providers of finance:
= Interest to lenders

To government as:
- Tax

Retained in the business:
To maintain and replace:

- Property, plant and equipment
Retained Eamings
Value added
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2022 2021
N'000 % N'000 %
8,807,080 8,055,818
(6,521,070) (6,230,987)
22,089 75,915
2,308,109 100 1,900,746 _100
1,107,529 48 1,143,984 60
124,404 5 98,320 5
299,399 13 532,896 28
776,777 34 127,546 7
2,308,109 100 1,900,746 100
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GALAXY BACKBONE LIMITED

FINANCIAL SUMMARY - COMPANY
FOR THE YEAR ENDED 31 DECEMBER 2022

2022 2021 2020 2019 2018

Non current assets N'000 N'000 N'000 N'000 N'000
Property plant and equipment 9,036,287 6,443,778 4,642,618 5,589,737 6,720,978
Intangible assets 16,792 95,826 94,918 133,783 175,807
Deferred tax 626,515 266,689 262,805 234,055 271,455
Current assets
Inventory - 7,534 103,672 58,028 50,841
Trade and other receivables 6,848,971 4,386,956 4,995,420 5,046,827 3,598,473
Cash and cash equivalent 1,220,515 7.159,416 1,621,877 955,627 2,086,177
Total assets 17,749,080 18,380,199 11,721,310 12,018,067 12,903,731
Current liabilities
Trade payables 11,236,736 12,526,596 5,762,693 5,735,498 6,233,610
Creditors tax liabilities 126,612 224,648 477,208 303,384 302,951

11,363,348 12,751,244 6,239,901 6,038,882 6,536,561
Non-current liabilities
Bank loan : - - 528,963 1,321,428
Total liabilities 11,363,348 12,751,244 6,239,901 6,567,845 7,857,989
Capital employed
Share capital 1,000,000 1,000,000 1,000,000 1,000,000 1,000,000
Share premium 411,436 411,436 411,436 411,436 411,436
Retained earnings 4,974,296 4,197,520 4,069,973 4,038,774 3,634,306
Total equity 6,385,732 5,608,956 5,481,409 5450210 5,045,742
Total equity and liabilities 17,749,080 18,360,199 11,721,310 12,018,055 12,903,731
Statement of profit or loss account
and other comprehensive income
Revenue 8,807,090 8,055,818 6,191,203 7,066,748 7,734,635
Cost of sales (3,432,246) {4,310,824) (2,846,453) (2,548,305} (3,050,221)
Gross profit 5,374,844 3,744,994 3,344,750 4,518,443 4,684,414
Other income 22,089 75,915 1,018 29,387 4,084

5,396,933 3,820,909 3,345,768 4,547,830 4,688,498
Impairment allowance (10,427) - - - =
Operating and admin expenses (4,845,151}  (3,600,927) (3,162,048) (3,803,124) (3,978,950)
Operating profit 541,355 219,982 183,720 744,706 709,548
Profit before tax 541,355 219,982 183,720 744,706 709,548
Income tax expense 235,422 {92,436) {152,520} (340,488) (84,881)
Profit for the year 776,777 127,546 31,200 404,218 624,667
Earnings per share - basic (kobo) 0.78 0.13 0.03 0.40 0.62
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