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Results at a Glance

31 December
2021
N'000

Revenue

(Loss) /profit before taxation
Income tax expense

(Loss) /profit for the year

Share capital

Shareholders' fund

Basic (loss) /earnings per share (¥)

Number of Employees

119,252,899

(39,796,915)

(39,796,915)

5,000

(66,686,983)

(3,980)

1,955

31 December Increase/
2020 (decrease)
N'000 %

314,998,766 62)
181,778,410 (122)
(4,013,964) (100)
177,764,446 (122)

5,000 -
(27,060,857) 146
17,776 122
1,888 4
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Report of the Directors

The Directors present their report together with the audited financial statements for the year ended 31
December 2021, to the members of Enugu Electricity Distribution Plc. ("the Company"). This report
discloses the financial performance and state of affairs of the Company.

Incorporation and address

Enugu Electricity Distribution Plc. was incorporated in Nigeria under the Companies and Allied Matters
Act, 2020, as a Public Limited Company on 8 November 2005. The Company is domiciled in Nigeria.

Business transition

In 1999, the Federal Government of Nigeria set up the Electric Power Sector Implementation Committee
(EPIC) to undertake a comprehensive study of the electricity power industry. The EPIC created Power
Holding Company of Nigeria (PHCN), a company registered under the Companies and Allied Matters Act,
to assume the assets, liabilities and employees of the former Federal Government parastatal- National
Electric Power Authority ("NEPA") that was in charge of electricity generation, transmission and
distribution in Nigeria. PHCN was set up to achieve greater operational autonomy. The shares of PHCN
were wholly owned by the Federal Government of Nigeria.

In 2005, PHCN was unbundled to form 6 electricity generation, 1 electricity transmission and 11
electricity distribution companies with the intent of sale of shares in these companies to private investors.
Enugu Electricity Distribution Plc is one of the electricity distribution companies. The Federal Government
also set up a special purpose agency, Nigeria Electricity Liability Management Company Ltd (NELMCO), to
take over some assets and liabilities of these companies in order to sell the shares of the companies.

On 1 November 2013, Interstate Electrics Limited took over the management of EEDC after successful
purchase of 60% of the shares of the company from the Federal Government. All electricity companies are
regulated by the Nigerian Electricity Requlatory Commission (NERC), a Federal Government parastatal
that ensures efficiency, stability and reliability in the supply of electricity in Nigeria. On 1 November 2013,
NERC set up interim rules to requlate the electricity sector. These rules were a bridge to the Transitional
Electricity Market ("TEM"). Transitional Electricity Market establishes a framework to govern trading
arrangements during the Interim period when Power Purchase Agreements (PPAs) between the privatised
Power Holding Company of Nigeria (PHCN), successor generation companies and Nigerian Bulk Electricity
Trading Plc (NBET) and Vesting Contracts between Nigerian Bulk Electricity Trading "NBET" and the
privatised PHCN successor distribution companies will not be effective.

Principal activities

The Company is in the business of distribution of electric power to customers in the following states in
Nigeria: Abia, Anambra, Ebonyi, Enugu and Imo.
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Report of the Directors- Continued

State of Affairs

In the opinion of the Directors, the state of the Company's affairs is satisfactory and no events have

occurred since the reporting date, which would affect the financial statements as presented.

Results
31 December 31 December
2021 2020
N'000 N'000
Revenue 119,252,899 314,998,766
(Loss) /profit before income tax (39,796,915) 181,778,410
Income tax expense - (4,013,964)
(Loss) /profit for the year (39,796,915) 177,764,446
Economic and business performance review
Enugqu Electricity Distribution Plc had the following:
2021 2020
Total number of customers 1,315,388 1,227,138
Total energy received (thousand kilowatts) 2,843,560 2,426,824
Total cash collections (millions of naira) 69,148 46,080

Directors

The names of the directors as at the date of this report and those who held office during the year are as

shown in page 3.

Directors' interest in shares

Pursuant to Section 301 and 302 of the Companies and Allied Matters Act ,2020, none of the Directors
has direct or indirect interest in the shares of the company.

Directors' interests in contracts

None of the directors has notified the Company for the purpose of section 303 of the Companies and
Allied Matters Act, 2020 of any disclosable interest in contracts with which the Company is involved as at
31 December 2021.
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Report of the Directors- Continued

Shareholdings

As of 31 December 2021 and 31 December 2020, the shares of the Company were held as follows:

2021 2020
No. of shares Percentage No. of shares Percentage
Interstate Electrics Limited 6,000,000 60% 6,000,000 60%
Bureau of Public Enterprises 3,200,000 32% 3,200,000 32%
Ministry of Finance Incorporated 800,000 8% 800,000 8%
10,000,000 100% 10,000,000 100%

Employment of disabled persons

The Company has a policy of fair consideration of job applications by disabled persons having regard to
their abilities and aptitude. The company has six (6) physically challenged persons in its employment as at
31 December 2021 and 2020. 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. The Company's policy prohibits discrimination of disabled persons in the recruitment, training
and career development of its employees.

Employee health, safety and welfare

Health and safety requlations are in force within the Company's premises and employees are aware of
existing requlations. Careful attention is given to employees' health with Health Maintenance
Organisations.

Fire prevention and fire-fighting equipments are installed in strategic locations within the Company's
premises. Field staff are also provided with Personal Protective Equipment.

Employees' Training and Involvement

The directors maintain regular communication and consultation with the employees and staff
representatives on matters affecting them as employees and various factors affecting the performance of
the company. The company organises various in-house and local training courses and also sends staff
abroad for training when the training capacity is not available locally.

Property,plant and equipment

Information relating to changes in Property, plant and equipment is provided in Note 13 to the financial
statements. In the opinion of the Directors, the market value of the Property, plant and equipment is not
less than the carrying value.

Format of the financial statements

The financial statements are presented with the reporting and presentation requirements of the
Companies and Allied Matters Act, 2020, International Financial Reporting Standards and the Financial
Reporting Council of Nigeria Act, No.6, 2011. The Directors consider that the format adopted is the most
suitable for the Company.
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Report of the Directors- Continued

Donatlons and gifts

The Company made donatiens amounting ta NT2.8 milllan during the year ended 31 December 2021
(2020; W171.1 milllon), The detalls of the donations during the year s as foliows:

31 December 31 December

2021 2020
&'000 8000
Procument of medical equipment for Enugu State University of

Selence and Technology and University of Nigeria Teaching Hospital . 52,148
Procument of hospital beds for Nigeria Pollce Force Medical Unit ' 52,466
Procument of hospital beds for Federal Medical Centre, Dwerrl - 17,373
Support for cancer treatment at Medical Cancer Foundation - 20,000
Others 11,478 29,072

11,478 171,059

— |

In accordance with Sectlon 43 of the Companles and Allled Matter Act, 2020, the Company did not make
any donatlon or gift to any political party, political association, or for any political purpose during the year.

Dlvidend

The Directors do not recommend to members the payment of dividend in respect of the year ended 31
December 2021 (2020: NIl

Ewents after the reporting date

As stated in Mote 29, there were no subseguent events requiring adjustment of, or disclosure In the
financial statements which could have had a material effect on the state of affairs of the Company as at
31 December 2021 and on the total comprehensive income for the year ended on that date which has not
been adequakely provided for or recognised.

Auditors

The Auditors, Ernst & Young, have expressed thelr willingness to continue in office as the Company’s
auditors in accordance with section 401 of the Companies and Allied Matters Act, 2020.

& Resolution will be proposed at the Annual General meeting empowering the Director to fix their
remuneration.

By order of the Board

MV
Mr. Anthany Chidalue Achebe
Head Legal/Company Secretary
FRC/2021/02/00000024437

.29, November . zo0zz
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Corporate Governance Report

Corporate Governance

The Company is committed to the principles of Corporate Governance and global best practices and
therefore takes account of and complies with the principles of good corporate governance. At Enugqu
Electricity Distribution Plc, the Board is committed to full disclosure and transparent in providing
information to all stakeholders.

Corporate Governance Policies are designed to ensure the protection of the long term interest of all
stakeholders, in consideration of this, the Board exercises the best of judgment in policy making,
monitoring executive actions and directing the company's strategies.

Directors meet reqularly and also meet reqularly with stakeholders in pursuant of the objectives of the
Company.

The policies of the Board are designed to maintain its distinct duty as the link between shareholders and
the Company’s Management led by the Chief Executive Officer (MD/CEO).

The Board of Directors is currently composed of seven directors, comprising of six non-executive directors
and the Managing Director/CEO.

Members of the Board are:

Sir Emeka Offor Chairman (Non-Executive)
Engr. Praveen Chorghade Managing Director

Dr Stephen Dike Non-Executive

Senator Ken Nnamani (GCON) Non-Executive

Prince Adetokunbo Kayode(SAN) Non-Executive

Mr. Kester Enwereonu Non-Executive

Mr. Alex Okoh Non-Executive

We attest that our Non-Executive Directors are strong caliber individuals who contribute actively to Board
deliberations and decision making.

Responsibilities at the top of the Company are well defined and the Board is not dominated by one
individual. The position of the Chairman is separate from the Chief Executive Officer. The Chairman is not
involved in the day-to-day operations of the Company. The Board is responsible for controlling and
managing the strategic business plans of the company and constantly reviews and presents a balanced
and comprehensive assessment of the company's performance and future prospects in line with the
Nigeria Electricity Sector Industries purchase agreement.

The Board meets reqularly, sufficient notices with clear agenda/ reports are given ahead of such
meetings. All the directors have access to the Company Secretary who can only be appointed or removed
by the Board and is also responsible to the Board.

Also, a Management Executive Committee meets reqularly to address policy implementation and other
operational issues.



Enugu Electricity Distribution Plc
Annual Report
For the Year Ended 31 December 2021

Corporate Governance Report- Continued
The Board of Directors met four times in the financial year ended 31 December 2021 as follows:
1. 10" March 2021
2. 6™ October 2021
3. 22" October 2021
4. 21% December 2021

All board members were in attendance at all the meetings.

The Board functions as a full Board and through the under listed Committees which are constituted as
follows:

Audit and Corporate Governance Committee

In compliance with the provisions of Section 404 of the Company and Allied Matters Act , 2020, the
Company constituted an Audit and Corporate Governance Committee.

The Audit and Corporate Governance Committee consists of four directors namely:

Senator Ken Nnamani (GCON) Chairman
Prince Adetokunbo Kayode (SAN) Member
Mr. Kester Enwereonu Member
Mr. Alex Okoh Member

The Committee has the responsibility of reviewing the scope, results of the audit independence and
objectivity of the Auditors.

The responsibilities of the committee are as follows:
1. review of the integrity of the data and information provided in the audited financial reports.

2. provide oversight functions with regard to both the Company’s Financial Statements and its
internal control.

3.receive and review the internal audit report and makes recommendation to the Board on issues

raised.
4.review the procedures put in place to encourage whistle blowing.

5.review and recommend the terms of engagement and compensation of External Auditors to the

Board.
6.ensure compliance to requlatory directives.

The Audit and Corporate Governance Committee met two times in the financial year ended 31 December
2021 as follows:

1. 15™ October 2021
2. 20™ October 2021

All members were in attendance in all the meetings.

10
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Corporate Governance Report- Continued

Risk Committee

The Risk Committee consists of 4 directors namely:

Prince Adetokunbo Kayode (SAN) Chairman
Dr. Stephen Dike Member
Mr. Kester Enwereonu Member
Mr. Alex Okoh Member

The Risk Committee has the responsibility to review business and financial transactions of the company to
ascertain the inherent risk and advise the Board accordingly.

The Risk committee met three times in the financial year ended 31 December 2021 as follows:
1. 11" May 2021

2. 9" June 2021

3. 20™ December 2021

All the committee members were in attendance at all the meetings.

11
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Statement of Corporate Responsibilities

Certification Pursuant to Section 405(1) of Companles and Alllsd Matters Act, 2020,

We the undersigned hereby certify the following with regards to our Annual Report for the year ended 31
December 2021 that;

aj

b)

c)

e)

We have reviewed the repart;

To the best of our knowledge, the report does not contalm:
any untrue statement of a material fact, or

omit to state a materfal fact, which would make the statements misleading in the light of
circumstances under which such statements were made:

To the best of our knowledge, the financial statements and other financlal Infarmation Included in this
report falrly present in all material respects the financial condition and results of operation of the
company as of, and for the periods presented in this report.

We:

are responsible for establishing and maintaining internal controls.

have designed such internal controls to ensure that material information refating to the Company
Is made known to such officers by others within those entitles particularly during the period In which
the periodic reports are being prepared;

have evalusted the effectiveness of the Company's internal controls as of date within 90 days
prior to the report;

have presented In the report our conclusions about the effectiveness of our internal controls
based on our evaluation as of that date;

We have disclosed to the auditors of the Company and Audit Committee:

all significant deficlencies in the design or operation of internal controls which would adversely
affect the company's ability to record, process, summarise and report financial data and have
identified for the company’s auditors any material weakness in Internal controls, and

any fraud, whether or not material, that Invelves management or other employees who have
significant role in the company's Internal controds;

We have identified in the report whether or not there were significant changes in Internal controls or
other factors that could skgnificantly affect internal controls subsequent te the date of our evaluation,
inﬁ-}hud{nq any corrective actions with regard to skgnificant deflciencies and ma I 'A-Eilmess::..

VA F \ |

ALV e ﬂ ey /r /t .f,
‘Engr. Praveen Chorghade I"iu.ll th
Managing Director Chief Financial Officer
FRC/Z2022/PRO/DIR/D03 664140 FRC/2013/ICAN/O00000009%25

29 November  zpz2
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Independent Auditor’s Report

To the Members of Enugu Electricity Distribution Pic
Report on the Audit of the Financial Statements
Opinlon

We have audited the financial statements of Enugu Electricity Distribution Ple {'the Company') set out on pages
18 to B0, which comprise the statement of linancial pasition as at 31 December 2021, and the statement of profit
or loss and athér comprahansive incoma, statement of changes in equity and statement of cash fows for the year
then ended, and notes to the financial statements, including a summary of significant accounting palicies,

in gur opinion, the accompanying financial statements give a true and lair view of the financial position of Enugu
Electricity Distribubion Pic as at 31 December 2021, and its financial performance and cash flows for the vear
then ended in accordance with International Financial Reporting Standards, the provisions of the Companies and
Allsed Matters Act, 2020 and in compliance with the Financial Reporting Council of Migeria Act No. 6, 2011,

Basis for Dpinion

We conducted our audit in accordance with International Standards on Auditing {15As). Dur responsibililies under
those standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements
section of our report, We are independent of the Company in accordance with Ehe International Code of ELhics for
Professional Accountants (ncluding International Independence Standards) (JESBA Code) together with the
ethical requiraments that are relevant to our audit of the financial statements in Migeria, and we have fulfilled our
other ethical responsibilities in accordance with these requirements and the [ESBA. We beleve that the sudit
evidence wa have abtained is sufficient and appropriate to provide a basis for our apinion.

Material Uncertainty Related to Going Concern

We draw attention to Note 28 of the financial statements which indicates that the Company made loss after tax
of 839.8 billion (2020 profit after tax: N177.76 billion). As at date, the Company had net current liabilities of
WT1.4 biltion (2020: N53.01 billion) and net [iabilities of N66.69 billion (2020: 827,06 billion), The company
generated a prolit in the prior vear as a result of a once-off tariff but continues to make losses and have negative
cash Nows,

The ability of the company bo fully execute plans 1o resalve these matters and service debl Is dependent on Lhe
company recelving additional funding and or support from the Federal Gowernment of Migeria and other
shareholders.

These conditions along with other mattérs discussed in Note 28 indicate the existence of a material uncertainty
which may cast significant doubt on the Company's ability to continue as a going concern and therefore may be
unable to realise its assets and settle its liabilities in the ordinary course of business. Our opinlon 1s not modified
in respect of this matier,

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in the audit of
the financial statements of the current perind. In addition o the matter(s) described in the Material uncertainty
related to going concern saction of our report, we have determined the matter described below to be the key
adil matier to be communicated in our report. This matter was addressed in the context of the audd of the
financial statements as a whale, and in forming our opindon thereon, and we do nol provide a saparate opinion on
this matler. For the matter below, our description of how our audit addressed the matter s provided in Hhat
canfext.

We have fulfilled the responsibilities described in the Auditor's Responsibilities for the Audit of the financial
statements section of our report, including in relation to these matters. Accordingly, our audit included the
performance of procedures designed to respond to our assessment of the risks of material misstatement of the

14
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Independent Auditor's Report
To the Members of Enugu Electricity Distribution Plc - Continued

financial statements. The results of our audit procedwres, including the procedures performed to address the
matters below, provide the basis for cur audit opinion on the accompanying financial statements.

Key Audit Matter

How the matter was addressed in the Auwdit

Huge impairment losses on Trade Receivable

The Cosmpany has trade receivables of M190.13 hillkon and
provision for impairment of M138.48 billlon. This provision
for impairment represents T2.83% of the total trade
receivables as at 31 December 2021,

The Company's customers are classified based on their
payment pattern as pre-paid or posl-paid customers, Thera
15 consistent default by post-paid customers in making
payment on dua bills, which i dwe bo the poor attitude and
unwillingness of the customers to pay their bills as at when
due. This i furn ed to recognition of huge impairment loss
of H19.09 billicn in the year,

We consider this as key audit matter because of the
significance of the amount and invalvement of high level of
management |udgament.

Also, the forward looking, and Expected Credit Loss (ECL)
fhadel used in determining the impairmeant on recelvables
based on the requirements of IFRS 9 reguines significant
judgement especially in building the economic scenarios
used in the ECL model. Also, significant judgement is
reguired baoth for teming of recognition of impairment and
the  estimation of the size of the impairment,
The Company ulilised the Simplified Approach for
determimng the ECL. Under this approach, ECL was arrived
at by multiplying the outstanding receivable portfolio by
the loss rate (determined based on historical information)
adjusted for forward looking information (forecast inflation
and GDPF) which takes management’s view of the future of
the customer into account.

See Note 4.1 (hil) to the financial statements for the
accounting policies and balances of allowance for expeched
credit losses (ECLY,

Our Sudit Procedures include:

We obfained an understanding of the
Company's process for estimating the
expected credit loss (ECLY;

We reviewed the company's revenue billing
systems and performed IT revenue and
receivable assurance by recalculating the
percentage of the amount received to the
enargy billed an a monthly basis,

We checked the approprisfensss of the
categorisation of the trede recelvables
portfolio based on shared credit  risk
characteristics.

We recalculsted the loss rate spread across
the aging buckats and comparsd to the
historical koss rate calculated by the
Company’s management,

For forward looking assumptions (forecast
inflation and GDP) used by the Company, we
held discussions with management o
determine tha assumptions usad and
corraborated the assumplions using balh
internal and publicly available informatean,

We reviewed the IFRS 9 disclosuras for
reasonablensss.

Other Infarmation

Thix directors are responsible for the other information. The other information comprises the information Inchuded
in the document titled “Enugu Electricity Distribution Pic Report of the Directors, Annual Report for the year
ended 31 December 20217, which includes Results at a glance, the Directors” Report, Corporate Governance
Report, Stalement of Direcloss’ Responsibilities, Statement of Corporate Responsibilities and Other National
Disclosures as required by the Companies and Allied Matters Act. 2020, The othar information does not include

the financial statements and our auditor’s repart thereon.

Our epinion on the linancial statements does not cover the other information and we do not express an audil

apinion or any form of assurance conclusion tharaon,
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Independent Auditor’s Report
Ta the Members of Enugu Electricity Distribution Plc - Continued

Im connechion with our sudit of the financial statements, our respansibility is to read the other information and,
in doing so, consider whather 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 thera 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 for the Financial Statements

The Directors are responsible for the preparation and fair presentation of these licancial skatements in
accordance with International Financial Reporting Standards, the provisions of the Compamies and Allled Matters
Ak, 2020 and in compliance wilh the Financial Reporting Council of Nigeria Act No. &, 2011, and Tor such infermal
control as the Directors determine is necessary to enabde the preparation of financial statements that are fres
from material misstatement, whether due to fraud or errar,

In preparing the financial statements, the Directors are responsible for assessing the Company's ability to
continue as a going concern, disciosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the Directors either intend fo liquedale the Company or to cease operations,
or have no realistic alternative but to do 5o,

Auditor's Responsibilities for the Awdit of the Financial Statements

Qur objectives are to oblain reasonable assurance about whether the tinancial statements as a whole are free
fram malerial misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Feasonable assurance |5 & high level of assurance but is not a guarantee that an audit conducted in
accordance with 15485 will always detect a material misstatement when it exists. Misstatements can arise from
trawd or arror and are considered material if, indrvidually or in the aggregate, they could reasanably 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 i1SAs, we exercise professional judgement and maintain professional
sceplicism throughout the audit. We also;

= Identity and assess 1he risks of material misstaterment of the financial statements, whether due to ftraud or errar,
design and perform sudil procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basts for our opinion, The risk of not detecting a material misstatement resulting from
fraud is higher than for one resufting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal combrod,

*Dbtain an understanding of internal control relevant to the audit in arder to design audit procedures that are
appropriate in the circumstances. but not for the purpose of expressing an opinion on the effactiveness of the
company’s inbernal controd.

*Evaluate the appropriateness of accounting poficies used and the reasonablenass of accounting estimates and
related disclosures made by the Directors,

«Lonclude on the appropriateness of the dwectors’ use of the going concern basis of accounting and based on the
audit evidence obtained, whether a material uncertainty exists related 1o events or conditions that may cast
significant doubt en the company's ability to conlbinue as a golng concern, If we conclude that a material
uncert#nty exsts, we are required to draw attention in our auditors” report to the related disclosures In the
financial statements or, if such disclosures are inadequate, o modify our oginkon, Our conclusions are based on
the audit evidence obtained up to the date of our auditors' report. However, future events or condilions may
cause the company (o cease Lo conlinue as a going cancern.
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Independent Auditor's Report
To the Members of Enugu Electricity Distribution Pl = Continued

sEvaluale the overall prasentation, structure and content of the lMnanclal statemanls, Includiig the disclosures,
and whislthar the flinancial statements represant [he underlying transactions and svenis in o mannar that achieves
fair presentation,

We communicate with the Directors regarding, among other matters, the planned scope and timing of the audil
and slgnificant audit findings, ncluding any significant deflciencies in internal controf that we [dentity during our
audit,

From the matters communicated with the Directors, we determine those matters that were af most signiticance
in the audit of the financial stalements of the current period and are therefore the key audit matters. We describe
these matters in our auditor's report unless law or regulation preciudes public disclosure about the matier or
when, in extremely rare circumstances, we determine that a matter should not be communicated in our repost
because the adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of swch communication,

Report on Other Legal and Regulatory Reguirements

In accordance with the reguirerment of the Fifth Schedule of the Companies and Alled Matfers Act, 2020, we
conlifm that:

i) wet hawe oblained all the information and explanations which to the best of our knowledge and beliel were
necessary for the purpose of our awdit,

I in our opinion, proper books of account hawve been kept by the Company in so far as appears from our
examination of those books; and

i) the Company's statement of financial position and skatement of profit or loss and other comprehansive Income
are In agreement with the books of account.

Adewuyi Adeyemno, FCA
FRC/Z012AICAN/CODOO000148

For: Ernst & Young
Lagos, Migearia

& January F023 -



Enugu Electricity Distribution Pic
Annual Report
For the Year Ended 31 December 2021

Statement of Profit or Loss and Other Comprehensive Income

Notes

Revenue from contracts with customers 5
Cost of sales 6
Gross profit

Other income 7
Administrative expenses 8
Expected credit losses 9
Operating profit

Finance income 10
Finance costs 10

(Loss) /profit before minimum tax and income tax
Minimum tax 11.1

(Loss) /profit before income tax
Income tax expense 11.2

(Loss) /profit for the year
Other comprehensive income
Items that will not be reclassified to profit or

loss in subsequent periods

Remeasurement gain on defined benefit plan 23

Total comprehensive (loss) /income for the year net of tax

Basic (loss)/earnings per share (Naira) 12

31 December

31 December

2021 2020
¥'000 N'000
119,252,899 314,998,766

(99,051,948)

(83,160,641)

20,200,951

2,689,072
(12,058,261)
(19,096,017)

231,838,125

1,833,851
(13,550,911)
(16,409,018)

(8,264,255)

42,847
(31,275,958)

203,712,047

63,401
(21,204,798)

(39,497,366)
(299,549)

182,570,650
(792,240)

(39,796,915)

181,778,410
(4,013,964)

(39,796,915)

170,789

177,764,446

432,642

(39,626,126)

178,197,088

(3,980)

17,776

The statement of significant accounting policies and accompanying notes are integral part of these

financial statements.
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Enugu Electricity Distribution Pic
Annual Report
For the Year Ended 31 December 2021

Statement of Changes in Equity

Notes

Balance at 1 January 2020

Profit for the year

Other comprehensive income for the

year 23

Balance at 31 December 2020

Balance at 1 January 2021

Loss for the year
Other comprehensive income for the
year 23

Balance at 31 December 2021

Accumulated

Share capital losses Total equity
N'000 N'000 N'000

5,000 (205,262,945) (205,257,945)

- 177,764,446 177,764,446

. 432,642 432,642

5,000 (27,065,857) (27,060,857)

5,000 (27,065,857) (27,060,857)

- (39,796,915) (39,796,915)

- 170,789 170,789

5,000 (66,691,983) (66,686,983)

The statement of significant accounting policies and accompanying notes are integral part of these

financial statements.
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Statement of Cash Flows

Cash flows from operating activities
Cash (used in)/generated from operations
Payments of gratuity

Payments of Long Service Award (LSA)
VAT paid

Net cash flows (used in)/ from operating activities

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

Interest received

Net cash flows used in investing activities

Cash flows from financing activities
Proceeds from borrowings
Repayment of borrowings

Interest paid

Payment of lease liabilities

Net cash flows from/ (used in) financing activities

Net increase in cash and cash equivalents
Net foreign exchange difference
Cash and cash equivalents at the beginning of year

Cash and cash equivalents at the end of year

Notes

25
23
23

13
14
10

20
20
20
22

16.1

31 December

31 December

2021 2020

N'000 N'000
(9,149,673) 10,604,980
(24,095) (60,053)
(640) (1,420)
(4,677,148)  (2,986,196)
(13,851,556) 7,557,311
(5,558,259)  (2,716,273)
(19,723) -
42,847 63,401
(5,535,135)  (2,652,872)
26,649,410 2,338,595
(4,051,916)  (3,667,845)
(1,853,556)  (1,287,933)
(780,305) (840,495)
19,963,634  (3,457,678)
576,943 1,446,761
1,608 424
6,750,203 5,303,018
7,328,754 6,750,203

The statement of significant accounting policies and accompanying notes are integral part of these

financial statements.
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Notes to the Financial Statements

1 Corporate information

Enuqu Electricity Distribution Plc. was incorporated in Nigeria under the Companies and Allied
Matters Act, 2020 as a Public Limited Company on 8 November 2005. The Company is domiciled
in Nigeria.

Enugu Electricity Distribution Plc. ("the Company") is one of the eleven (11) electricity distribution
companies in Nigeria. The Company was licensed in 2006 by the Nigeria Electricity Regulatory
Commission (NERC) to distribute electricity to consumers in five states in the south-east of
Nigeria: Abia, Anambra, Ebonyi, Enugu and Imo States.

The Company currently services over 1,000,000 customers and has its registered address as 62,
Okpara Avenue, Enugu, Enugu State, Nigeria.

Business transition

In 1999, the Federal Government of Nigeria set up the Electric Power Sector Implementation
Committee (EPIC) to undertake a comprehensive study of the electricity power industry. The EPIC
created Power Holding Company of Nigeria (PHCN), a company registered under the Companies
and Allied Matters Act, to assume the assets, liabilities and employees of the former Federal
Government parastatal- National Electric Power Authority ("NEPA™) that was in charge of
electricity generation, transmission and distribution in Nigeria. PHCN was set up to achieve
greater operational autonomy. The shares of PHCN were wholly owned by the Federal
Government of Nigeria.

In 2005, PHCN was unbundled to form 6 electricity generation, 1 electricity transmission and 11
electricity distribution companies with the intent of sale of shares in these companies to private
investors. Enugu Electricity Distribution Plc is one of the electricity distribution companies. The
Federal Government also set up a special purpose agency, Nigeria Electricity Liability
Management Company Ltd (NELMCO), to take over some assets and liabilities of these companies
in order to sell the shares of the companies.

On 1 November 2013, Interstate Electrics Limited took over the management of Enugu Electricity
Distribution Plc after successful purchase of 60% of the shares of the company from the Federal
Government. All electricity companies are reqgulated by the Nigerian Electricity Requlatory
Commission (NERC), a Federal Government parastatal that ensures efficiency, stability and
reliability in the supply of electricity in Nigeria. On 1 November 2013, NERC set up interim rules
to reqgulate the electricity sector. These rules were a bridge to the Transitional Electricity Market
("TEM"). Transitional Electricity Market establishes a framework to govern trading arrangements
during the Interim period when Power Purchase Agreements (PPAs) between the privatised
Power Holding Company of Nigeria (PHCN), successor generation companies and Nigerian Bulk
Electricity Trading Plc (NBET) and Vesting Contracts between Nigerian Bulk Electricity Trading
"NBET" and the privatised PHCN successor distribution companies will not be effective.
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Notes to the Financial Statements-Continued

2.1

2.1.1

Significant accounting policies

The principal accounting policies adopted in the preparation of these annual financial statements
are set out below. These policies have been consistently applied to all years presented unless
otherwise stated.

Basis of preparation

The financial statements have been prepared in compliance with International Financial Reporting
Standards (IFRS), interpretations issued by the International Financial Reporting Interpretations
Committee (IFRIC), the requirements of the Companies and Allied Matters Act,2020 and the
Financial Reporting Council of Nigeria Act,No. 6, 2011. The financial statements were authorised
for issue by the Board of Directors on _29 November 2022.

The preparation of financial statements, in conformity with generally accepted accounting
principles under IFRS, requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Although these estimates are
based on management’s best knowledge of the amount, event or actions, actual results ultimately
may differ from those estimates.

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires directors to exercise judgment in the process of applying
the Company's accounting policies. The areas involving a higher degree of judgment or
complexity, or where assumptions and estimates are significant to the financial statements, are
disclosed in Note 3.

The financial statements have been prepared on a historical cost basis. The financial statements
are presented in Nigerian Naira. All values are rounded to the nearest thousand ('000), except
where otherwise indicated.

Going concern

The financial statements have been prepared on a going concern basis. Refer to Note 28 for
further information on going concern.
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Notes to the Financial Statements-Continued

a)

b)

Summary of significant accounting policies

Current versus non-current classification

The company presents assets and liabilities in the statement of financial position based on
current/non-current classification. An asset is current when it is:

Expected to be realised or intended to be sold or consumed in the normal operating cycle

Held primarily for the purpose of trading

Expected to be realised within twelve months after the reporting period Or

Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at
least twelve months after the reporting period

All other assets are classified as non-current.

A liability is current when:

It is expected to be settled in the normal operating cycle
It is held primarily for the purpose of trading

It is due to be settled within twelve months after the reporting period

Or

There is no unconditional right to defer the settlement of the liability for at least twelve months
after the reporting period.

The terms of the liability that could, at the option of the counterparty, result in its settlement by
the issue of equity instruments do not affect its classification.

The company classifies all other liabilities as non-current.

Deferred tax assets and liabilities are classified as non-current assets and liabilities.

Revenue from contract with customers

The Company recognises revenue to depict the transfer of promised services to customers in an
amount that reflects the consideration to which it expects to be entitled in exchange for those
services. A valid contract is recognised as revenue after:

- The contract is approved by the parties.

- Rights and obligations are recognised.

- Collectability is probable.

- The contract has commercial substance.

- The payment terms and consideration are identifiable.
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Notes to the Financial Statements-Continued

c)

Sale and Distribution of Power

The Company derives its revenue from the supply of power to customers. Revenue from power
supply is based on amount of energy supplied to the customers as recorded at the meters or
estimated. This is computed using the MYTO template per customer class as requlated by
Nigerian Electricity Regulatory Commission. Revenue from the supply of power is recognised
overtime. However, the Company has elected to use the practical expedient of right of invoice to
recognise revenue on the date electricity bills are sent to customers.

In the case of prepaid customers, an estimate is made for unearned revenue as at year end and
this is included in the statement of financial position. The stand-alone selling price is determined
based on the NERC approved tariff for the different categories of customers.

Payment of the transaction price is due immediately when the bills are sent to the customers and
trade receivable is recognised thereafter.

Disaggregation of revenue from contract with customers

The Company recognises revenue overtime, however the Company applies the practical
expedient of right to invoice for the ease of accounting. The Company derives revenue from
different tariff codes broadly classified into residential, commercial, industrial, government and

others.
Contract balances

Contract assets

A contract asset is the right to consideration in exchange for goods or services transferred to the
customer. If the Company performs by transferring goods or services to a customer before the
customer pays consideration or before payment is due, a contract asset is recognised for the
earned consideration that is conditional.

Amount received from customers in advance of receiving the goods or services is recognised as
liability in the statement of financial position described as unearned income.

Trade receivables
A receivable represents the Company’s right to an amount of consideration that is unconditional
(i.e., only the passage of time is required before payment of the consideration is due).

Contract liabilities

A contract liability is the obligation to transfer goods or services to a customer for which the
Company has received consideration (or an amount of consideration is due) from the customer. If
a customer pays consideration before the Company transfers goods or services to the customer,
a contract liability is recognised when the payment is made or the payment is due (whichever is
earlier). Contract liabilities are recognised as revenue when the Company performs under the
contract.

Current and deferred tax

The tax for the period comprises current tax. Tax is recognised in the statement of profit or loss,
except to the extent that it relates to items recognised in other comprehensive income or
directly in equity. In this case the tax is recognised in other comprehensive income or directly in
eauitv. resoectivelv.
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Notes to the Financial Statements-Continued

d

Current and deferred tax-continued

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net
profit as reported in the statement of profit or loss because it excludes items of income or
expense that are taxable or deductible in other years and it further excludes items that are never
taxable or deductible. The Company’s liability for current tax is calculated using tax rates that
have been enacted or substantively enacted at the reporting date.

Also, there is an education tax which is provided at 2.5% of assessable profits of companies
operating within Nigeria.

Deferred tax is the tax expected to be payable or recoverable on 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, and is accounted for using the balance sheet
liability method. Deferred tax liabilities are generally recognised for all taxable temporary
differences and deferred tax assets are recognised to the extent that it is probable that taxable
profits will be available against which deductible temporary differences can be utilised.

Such assets and liabilities are not recognised if the temporary difference arises from goodwill or
from the initial recognition (other than in a business combination) of other assets and liabilities in
a transaction that affects neither the tax profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments
in subsidiaries except where the Company is able to control the reversal of the temporary
difference and it is probable that the temporary difference will not reverse in the foreseeable

future.
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. Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability is settled or the asset is realised. Deferred tax
is charged or credited to the Statement of profit or loss, except when it relates to items charged
or credited to equity, in which case the deferred tax is also dealt with in equity.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off
current tax assets against current tax liabilities and when they relate to income taxes levied by
the same taxation authority and the Company intends to settle its current tax liabilities on a net
basis.

The Company has not recognised any deferred tax asset due to the uncertainty of future taxable
profits.

Foreign currency translation

(a) Functional and presentation currency

Items included in the financial statements of the Company are measured using the currency of
the primary economic environment in which Enugu Electricity Distribution Plc operates (‘the
functional currency'). The functional currency of the Company is the Nigerian Naira (N).

(b) Transactions and balances

Transactions in foreign currencies are initially recorded by the company's functional currency
spot rates at the date the transaction first qualifies for recognition.

Monetary assets and liabilities denominated in foreign currencies are translated at the functional
currency spot rates of exchange at the reporting date.
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Notes to the Financial Statements-Continued

e)

Foreign currency translation-continued

Differences arising on settlement or translation of monetary items are recognised in profit or
loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are
translated using the exchange rates at the dates of the initial transactions. Non-monetary items
measured at fair value in a foreign currency are translated using the exchange rates at the date
when the fair value is determined. The gain or loss arising on translation of non-monetary items
measured at fair value is treated in line with the recognition of the gain or loss on the change in
fair value of the item (i.e., translation differences on items whose fair value gain or loss is
recognised in OCI or profit or loss are also recognised in OCI or profit or loss, respectively).

In determining the spot exchange rate to use on initial recognition of the related asset, expense
or income (or part of it) on the derecognition of a non-monetary asset or non-monetary liability
relating to advance consideration, the date of the transaction is the date on which the company
initially recognises the non-monetary asset or non-monetary liability arising from the advance
consideration. If there are multiple payments or receipts in advance, the company determines
the transaction date for each payment or receipt of advance consideration.

Property, plant and equipment

All categories of property, plant and equipment are initially recorded at cost when they are
available for use, and subsequently stated at historical cost less accumulated depreciation and
impairment losses. Historical cost includes expenditure that is directly attributable to the
acquisition of the items.

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

Freehold land is not depreciated. Depreciation on other assets is calculated using the straight
line method to write down their cost or revalued amounts to their residual values over their
estimated useful lives, as follows:

Asset class Depreciation rate Useful life
Buildings 2% 5% 20 - 50 years
Plant & machinery 3%-10% 10 - 33.3 years
Furniture & equipment 10%-25% 4 - 10 years
Motor vehicles 20%-50% 2 - 5 years

Freehold land is not depreciated

Where the cost of a part of an item of property, plant and equipment is significant when
compared to the total cost, that part is depreciated separately based on the pattern which
reflects how economic benefits are consumed.
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f

1)

h)

Property, plant and equipment-continued

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each
reporting date. An asset's carrying amount is written down immediately to its estimated
recoverable amount if the asset’'s carrying amount is greater than its estimated recoverable
amount.

The carrying amount of an item of property, plant and equipment shall be derecognised:

(a) on disposal; or

(b) when no future economic benefits are expected from its use or disposal.

Gains and losses on disposals are determined by comparing proceeds with carrying amount.
These are included in profit or loss.

Intangible assets
Software

Software not integral to the related hardware acquired by the Company is stated at cost less
accumulated amortisation and accumulated impairment losses. Amortisation is calculated using
the straight-line method to allocate the cost of software over its estimated useful life.

The estimated useful life is ten (10) years and the amortisation is recognised in profit or loss.

The expected useful life is reviewed on an annual basis and, if necessary, changes in useful life is
accounted for prospectively.

Impairment of non-financial assets

Goodwill and intangible assets that have an indefinite useful life are not subject to amortisation
and are tested annually for impairment, or more frequently if events or changes in circumstances
indicate that they might be impaired. Other assets are tested for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable.

An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds
its recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs
of disposal and value in use. For the purposes of assessing impairment, assets are grouped at the
lowest levels for which there are separately identifiable cash inflows which are largely
independent of the cash inflows from other assets or groups of assets (cash-generating units).
Non-financial assets other than goodwill that suffered an impairment are reviewed for possible

reversal of the impairment at the end of each reporting period.
Borrowing costs

General and specific borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets, which are assets that necessarily take a substantial period of
time to get ready for their intended use or sale, are added to the cost of those assets, (i.e.
capitalised) until such time as the assets are substantially ready for their intended use or sale.
All other borrowing costs are expensed in the period in which they occur. Borrowing costs consist
of interest and other costs that the Company incurs in connection with the borrowing of funds.

Investment income earned on the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing costs eligible for capitalisation.
All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

Currently, the Company has no qualifying assets on which borrowing costs are being capitalised.
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Financial instruments (Recognition and measurement)
A financial instrument is any contract that gives rise to a financial asset of one entity and a
financial liability or equity instrument of another entity.

i) Initial recognition and measurement
Financial assets are classified, at initial recognition, and subsequently measured at amortised
cost, fair value through other comprehensive income (OCI), and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset's
contractual cash flow characteristics and the Company’s business model for managing them.
With the exception of trade receivables that do not contain a significant financing component or
for which the Company has applied the practical expedient, the Company initially measures a
financial asset at its fair value plus, in the case of a financial asset not at fair value through profit
or loss, transaction costs. Trade receivables that do not contain a significant financing
component or for which the Company has applied the practical expedient are measured at the
transaction price determined under IFRS 15. Refer to the accounting policies of Revenue from
contracts with customers.

In order for a financial asset to be classified and measured at amortised cost or fair value
through OCI, it needs to give rise to cash flows that are ‘solely payments of principal and interest
(SPPI)' on the principal amount outstanding. This assessment is referred to as the SPPI test and
is performed at an instrument level.

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

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

ii) Subseguent measurement

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

» Financial assets at amortised cost (debt instruments)

» Financial assets at fair value through profit or loss

» Financial assets designated at fair value through OCI with no recycling of cumulative gains and
losses upon derecognition (equity instruments).
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Financial assets at amortised cost (debt instruments)
This category is the most relevant to the Company. The Company measures financial assets at
amortised cost if both of the following conditions are met:

» The financial asset is held within a business model with the objective to hold financial assets in
order to collect contractual cash flows and

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

» Financial assets at amortised cost are subsequently measured using the effective interest (EIR)
method and are subject to impairment. Gains and losses are recognised in profit or loss when the
asset is derecognised, modified or impaired.

» The Company’s financial assets at amortised cost includes trade receivables, staff loans, cash
and cash equivalents and treasury bills.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a Company of similar
financial assets) is primarily derecognised (i.e., removed from the Company's statement of
financial position) when:

The rights to receive cashflows from the assets have expired .

or

The Company has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a
‘pass-through’ arrangement; and either (a) the Company has transferred substantially all the
risks and rewards of the asset, or (b) the Company has neither transferred nor retained
substantially all the risks and rewards of the asset, but has transferred control of the asset.

When the Company has transferred its rights to receive cash flows from an asset or has entered
into a pass-through arrangement, it evaluates if, and to what extent, it has retained the risks and
rewards of ownership.

When it has neither transferred nor retained substantially all of the risks and rewards of the
asset, nor transferred control of the asset, the Company continues to recognise the transferred
asset to the extent of its continuing involvement. In that case, the Company also recognises an
associated liability. The transferred asset and the associated liability are measured on a basis
that reflects the rights and obligations that the Company has retained.

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

Impairment of financial assets

Further disclosures relating to impairment of financial assets are also provided in the following
notes:

» Disclosures for significant assumptions (Note 3)

» Trade receivables (Note 17)
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Impairment of financial assets -continued

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

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

Recognition of impairment provisions under IFRS 9 is based on the expected credit loss (ECL)
model. The ECL model is applicable to the Company’'s financial assets classified at amortised
cost. The measurement of ECL reflects an unbiased and probability-weighted amount that is
determined by evaluating a range of possible outcomes, time value of money and reasonable and
supportable information that is available without undue cost or effort at the reporting date,
about past events, current conditions and forecasts of future economic conditions.

The simplified approach is applied to trade receivables while the general approach is applied to
cash and cash equivalents, and other receivables.

The simplified approach requires expected lifetime losses to be recognised from initial
recognition of the receivables. This involves determining the expected loss rates using a
provision matrix that is based on the Company’'s historical default rates observed over the
expected life of the receivable and adjusted forward-looking estimates. This is then applied to the
gross carrying amount of the receivable to arrive at the loss allowance for the period.

The Company considers a financial asset in default when contractual payments are 90 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 three-
stage approach assesses impairment based on changes in credit risk since initial recognition
using the past due criterion and other qualitative indicators such as increase in political concerns
or other macroeconomic factors and the risk of legal action, sanction or other requlatory
penalties that may impair future financial performance. Financial assets classified as stage 1
have their ECL measured as 12 month ECL which is a proportion of their lifetime ECL that results
from possible default events that can occur within one year, while assets in stage 2 or 3 have
their ECL measured on a lifetime basis.

Under the three-stage approach, the ECL is determined by projecting the probability of default
(PD), loss given default (LGD) and exposure at default (EAD) for each individual exposure. The PD
is based on default rates determined by external rating agencies for the counterparties. The LGD
is determined based on management's estimate of expected cash recoveries after considering
the historical pattern of the receivable and assessing the portion of the outstanding receivable
that is deemed to be irrecoverable at the reporting period.
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Impairment of financial assets-continued

External data was also sourced from Moody's corporate recovery rates to determine the LGD for
some financial assets. The EAD is the total amount of outstanding receivable at the reporting
period. These three components are multiplied together and adjusted for forward looking
information, such as the unemployment rate in Nigeria, inflation rate, and crude oil prices to
arrive at an ECL which is then discounted back to the reporting date and summed. The discount
rate used in the ECL calculation is the original effective interest rate or an approximation
thereof.

Loss allowances for financial assets measured at amortised cost are deducted from the gross
carrying amount of the related financial assets and the amount of the loss is recognised in profit
or loss and presented on the face of the statement of profit or loss.

Financial liabilities

Initial recognition and measurement

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

All financial liabilities are recognised initially at fair value and, in the case of loans and
borrowings and payables, net of directly attributable transaction costs.
The Company'’s financial liabilities include trade and other payables, loans and borrowings.

Subsequent measurement

The measurement of financial liabilities depends on their classification

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for trading
and financial liabilities designated upon initial recognition as at fair value through profit or loss.
Financial liabilities are classified as held for trading if they are incurred for the purpose of
repurchasing in the near term.

Gains or losses on liabilities held for trading are recognised in the statement of profit or loss.
Financial liabilities designated upon initial recognition at fair value through profit or loss are
designated at the initial date of recognition, and only if the criteria in IFRS 9 are satisfied. The
Company has not designated any financial liability as at fair value through profit or loss.

Loans and borrowings

This is the category most relevant to the Company. After initial recognition, interest-bearing
loans and borrowings are subsequently measured at amortised cost using the EIR method. Gains
and losses are recognised in profit or loss when the liabilities are derecognised as well as through
the EIR amortisation process.

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

This category generally applies to interest-bearing loans and borrowings.
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K

Derecognition
A financial liability is derecognised when the obligation under the liability is discharged or
cancelled or expires.

When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange
or modification is treated as the derecognition of the original liability and the recognition of a
new liability. The difference in the respective carrying amounts is recognised in the statement of
profit or loss.

Offsetting of financial instruments
Financial assets and financial liabilities are offset and the net amount is reported in the
statement of financial position if there is a currently enforceable legal right to offset the
recognised amounts and there is an intention to settle on a net basis, to realise the assets and
settle the liabilities simultaneouslv.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the
weighted average cost method. The cost of inventory includes purchase costs and costs directly
attributable to the purchase.

Inventory comprises of distribution materials and stationery.

Subsequent to initial recognition, inventory is measured at the lower of cost and net realisable
value. Any writedown of inventory to net realisable value is recognised in the statement of profit
or loss. Net realisable value is the estimated selling price in the ordinary course of business,
less selling expenses.

Cash and short-term deposits

Cash and short-term deposits in the statement of financial position comprise cash at banks and
on hand and short-term highly liquid deposits with a maturity of three months or less, that are
readily convertible to a known amount of cash and subject to an insignificant risk of changes in
value.

For the purpose of the statement of cash flows, cash and cash equivalents consist of cash and
short-term deposits, as defined above, net of outstanding bank overdrafts as they are considered
an integral part of the Company's cash management.

Bank overdrafts are shown within borrowings in current liabilities.

Provisions

Provisions for legal claims, service warranties and make good obligations are recognised when
the company has a present legal or constructive obligation as a result of past events, it is
probable that an outflow of resources will be required to settle the obligation and the amount can
be reliably estimated. Provisions are not recognised for future operating losses.

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

Provisions are measured at the present value of management’s best estimate of the expenditure
required to settle the present obligation at the end of the reporting period. The discount rate
used to determine the present value is a pre-tax rate that reflects current market assessments
of the time value of money and the risks specific to the liability. The increase in the provision due
to the passage of time is recognised as interest expense.

Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either:

» Inthe principal market for the asset or liability Or
» Inthe absence of a principal market, in the most advantageous market for the asset or
The fair value of an asset or a liability is measured using the assumptions that market

participants would use when pricing the asset or liability, assuming that market participants act
in their economic best interest.

All assets and liabilities for which fair value is measured or disclosed in the financial statements
are categorised within the fair value hierarchy, described as follows, based on the lowest level
input that is significant to the fair value measurement as a whole:

» Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or

» Level 2 — Valuation techniques for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable

» Level 3 — Valuation techniques for which the lowest level input that is significant to the fair
value measurement is unobservable

For assets and liabilities that are recognised in the financial statements at fair value on a
recurring basis, the Company determines whether transfers have occurred between levels in the
hierarchy by re-assessing categorisation (based on the lowest level input that is significant to the
fair value measurement as a whole) at the end of each reporting period.

For the purpose of fair value disclosures, the Company has determined classes of assets and
liabilities on the basis of the nature, characteristics and risks of the asset or liability and the level
of the fair value hierarchy, as explained above.

Fair-value related disclosures for financial instruments that are measured at fair value or where
fair values are disclosed, is summarised below:

»  Financial instruments (including those carried at amortised cost)

Share capital

The Company has only one class of shares; ordinary shares. Ordinary shares are classified as

equity. When new shares are issued, they are recorded as share capital at their par value. The
excess of the issue price over the par value is recorded in the share premium reserve.
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0) Leases

The Company assesses whether a contract is, or contains, a lease, at contract inception. That is,
if the contract conveys the right to control the use of an identified asset for a period of time in
exchange for consideration.

The Company as a lessee

The Company applies a single recognition and measurement approach for all leases, except for
short-term leases and leases of low-value assets. The Company recognises lease liabilities to
make lease payments and right-of-use assets representing the right to use the underlying assets.

Right-of-use assets

The Company recognises right-of-use assets at the commencement date of the lease (i.e., the
date the underlying asset is available for use). Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease
liabilities. The cost of right-of-use assets includes the amount of lease liabilities recognised,
initial direct costs incurred, and lease payments made at or before the commencement date less
any lease incentives received. Whenever the Company incurs an obligation for costs to restore
the underlying asset to the condition required by the terms and conditions of the lease, a
provision is recognised and measured under IAS 37. To the extent that the costs relate to a right-
of-use asset, the costs are included in the related right-of-use asset, unless those costs are
incurred to produce inventories. Right-of-use assets are depreciated on a straight-line basis over
the shorter of the lease term and the estimated useful lives of the assets.

If ownership of the leased asset transfers to the Company at the end of the lease term or the
cost reflects the exercise of a purchase option, depreciation is calculated using the estimated
useful life of the asset. The right-of-use assets are also subject to impairment. Refer to the
accounting policies on Impairment.

The right-of-use assets are presented as a separate line item in the statement of financial
position.

Lease liabilities

At the commencement date of the lease, the Company recognises lease liabilities measured at
the present value of [ease payments to be made over the lease term. The lease payments include
fixed payments (including in-substance fixed payments) less any lease incentives receivable,
variable lease payments that depend on an index or a rate, and amounts expected to be paid
under residual value guarantees. The lease payments also include the exercise price of a
purchase option reasonably certain to be exercised by the Company and payments of penalties
for terminating the lease, if the lease term reflects the Company exercising the option to
terminate. Variable lease payments that do not depend on an index or a rate are recognised as
expenses in the period in which the event or condition that triggers the payment occurs.
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Lease liabilities-continued

In calculating the present value of lease payments, the Company uses the Incremental Borrowing
Rate(IBR). After the commencement date, the amount of lease liabilities is reduced for the lease
payments made. In addition, the carrying amount of lease liabilities is remeasured if there is a
modification, a change in the lease term, a change in the lease payments (e.g., changes to future
payments resulting from a change in an index or rate used to determine such lease payments) or
a change in the assessment of an option to purchase the underlying asset.

The lease liabilities are presented as a separate line in the statement of financial position.

Short-term leases and leases of low-value assets

The Company applies the short-term lease recognition exemption to its short-term leases of 12
months or less from the commencement date and do not contain a purchase option. It also
applies the lease of low-value assets recognition exemption to leases that are considered to be
low value. Lease payments on short-term leases and leases of low value assets are recognised as
expense on a straight-line basis over the lease term.

Company as a lessor

Leases in which the Company does not transfer substantially all the risks and rewards incidental
to ownership of an asset are classified as operating leases. All other leases are classified as
finance leases. When a contract includes both lease and non-lease components, the Company
applies IFRS 15 to allocate the consideration under the contract to each component.

Employee benefits

Wages, salaries and annual leave

Wages, salaries, bonuses, other contributions, paid annual leave and sick leave are accrued in the
period in which the associated services are rendered by employees of the Company.

Defined contribution plan

The Company operates a defined contribution scheme for its employees in line with the Pension
Reform Act 2014. A defined contribution plan is a pension plan under which the Company pays
fixed contributions into a separate entity. The Company contributes 10% while employees
contribute 8% of basic, housing and transport allowances towards the scheme. Staff
contributions are funded through payroll deductions while the Company's contribution is charged
to the profit or loss account in the year in which they relate. The Company has no legal or
constructive obligations to pay further contributions if the fund does not hold sufficient assets to
pay all employees the benefits relating to employee service in the current and prior periods.

The assets of all schemes are held in separate trustee administered funds, which are funded by
contributions from both the Company and employees. The Company's contributions to the
defined contribution schemes are charged to profit or loss account in the year to which they
relate.
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Defined benefit plan

The Company provides defined benefit plan for its employees; Gratuity and long service awards
(LSA). These benefits are unfunded. The cost of providing benefits under the defined benefit plan
is determined using the projected unit credit method, with actuarial valuations being carried out
at the end of each annual reporting period. Remeasurements comprising actuarial gains and
losses, the effect of the asset ceiling (if applicable) and the return on plan assets (excluding
interest) are recognised immediately in the statement of financial position with a charge or credit
to other comprehensive income in the period in which they occur. Remeasurements recognised in
other comprehensive income are not reclassified. Past service cost is recognised in profit or loss
when the plan amendment or curtailment occurs, or when the Company recognises related
restructuring costs or termination benefits, if earlier. Gains or losses on settlement of a defined
benefit plan are recognised when the settlement occurs. Net interest is calculated by applying a
discount rate to the net defined benefit liability or asset.

Defined benefit costs are split into three fateqgarles: servlce costs, which includes current
service cost, past service cost and gains and losses on curtailments and settlaments;  net
Interest expanse or Income; and  remeasuretments.,

Government grants

The Company benefits from Federal Government intervention in the power sector through funds
provided to ensure liguidity in the industry and assets granted to power sector participants. The
Federal Government of Nigeria through the Central Bank of Nigeria provides finance to these
power sector participants at subsidised interest rates. The Federal Government of Nigeria also
provides vital core infrastructure to the market participants. Grants from the government are
recognized at their fair value where there is a reasonable assurance that the grant will be
received and the Company will comply with all attached conditions. Government grants relating
to costs are deferred and recognised in the statement of profit or loss over the period necessary
to match them with the costs that they are intended to compensate.
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2.3 Changes in accounting policies and disclosures
a) Standards issued but not yet effective

The standards and interpretations that are issued, but not yet effective, up to the date of
issuance of the Company's financial statements are disclosed below. The Company intends to
adopt these standards, if applicable, when they become effective.

Standard Effective Year
Reference to the Conceptual Framework - Ammendments to IFRS 3 1-Jan-22
Property, Plant and Equipment: Proceeds before Intended Use - Ammendments 1-Jan-22
toIAS 16

Onerous Contracts - Costs of Fulfilling a Contract - Amendments to IAS 37 1-Jan-22

IFRS 1 First-time Adoption of International Financial Reporting Standards - 1-Jan-22
Subsidiary as a first-time adopter

IFRS 9 Financial Instruments - Fees in the '10 per cent' test for derecognition 1-Jan-22
of financial liabilities

IAS 41 Agriculture - Taxation in fair value measurements 1-Jan-22
IFRS 17 Insurance Contracts 1-Jan-23
Definition of Accounting Estimates -Amendments to IAS 8 1-Jan-23
Disclosure of Accounting Policies -Amendments to IAS 1 and IFRS Practice 1-Jan-23

Statement 2
Amendments to IAS 1: Classification of Liabilities as Current or Non-current 1-Jan-23

Reference to the Conceptual Framework - Ammendments to IFRS 3

In May 2020, the IASB issued Amendments to IFRS 3 Business Combinations - Reference to the
Conceptual Framework. The amendments are intended to replace a reference to the Framework
for the Preparation and Presentation of Financial Statements, issued in 1989, with a reference to
the Conceptual Framework for Financial Reporting issued in March 2018 without significantly
changing its requirements.

The Board also added an exception to the recognition principle of IFRS 3 to avoid the issue of
potential ‘day 2' gains or losses arising for liabilities and contingent liabilities that would be
within the scope of IAS 37 or IFRIC 21 Levies, if incurred separately.

At the same time, the Board decided to clarify existing guidance in IFRS 3 for contingent assets
that would not be affected by replacing the reference to the Framework for the Preparation and
Presentation of Financial Statements.

The amendments are effective for annual reporting periods beginning on or after 1 January 2022
and apply prospectively.

The amendments are not expected to have a material impact on the Company.

38



Enugu Electricity Distribution Pic
Annual Report
For the Year Ended 31 December 2021

Notes to the Financial Statements-Continued

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

In May 2020, the IASB issued Property, Plant and Equipment — Proceeds before Intended Use,
which prohibits entities deducting from the cost of an item of property, plant and equipment, any
proceeds from selling items produced while bringing that asset to the location and condition
necessary for it to be capable of operating in the manner intended by management. Instead, an
entity recognises the proceeds from selling such items, and the costs of producing those items,
in profit or loss.

The amendment is effective for annual reporting periods beginning on or after 1 January 2022
and must be applied retrospectively to items of property, plant and equipment made available for
use on or after the beginning of the earliest period presented when the entity first applies the
amendment.

The amendments are not expected to have a material impact on the Company.
Onerous Contracts - Costs of Fulfilling a Contract - Amendments to IAS 37

In May 2020, the IASB issued amendments to IAS 37 to specify which costs an entity needs to
include when assessing whether a contract is onerous or loss-making.

The amendments apply a “directly related cost approach”. The costs that relate directly to a
contract to provide goods or services include both incremental costs and an allocation of costs
directly related to contract activities. General and administrative costs do not relate directly to a
contract and are excluded unless they are explicitly chargeable to the counterparty under the
contract.

The amendments are effective for annual reporting periods beginning on or after 1 January
2022.

The Company will apply these amendments, if applicable, when they become effective.

IFRS 1 First-time Adoption of International Financial Reporting Standards - Subsidiary as a
first-time adopter

As part of its 2018-2020 annual improvements to IFRS standards process, the IASB issued an
amendment to IFRS 1 First-time Adoption of International Financial Reporting Standards. The
amendment permits a subsidiary that elects to apply paragraph D16(a) of IFRS 1 to measure
cumulative translation differences using the amounts reported by the parent, based on the
parent’'s date of transition to IFRS. This amendment is also applied to an associate or joint
venture that elects to apply paragraph D16(a) of IFRS 1.

The amendment is effective for annual reporting periods beginning on or after 1 January 2022
with earlier adoption permitted.

The amendments are not expected to have a material impact on the Company.
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IFRS 9 Financial Instruments - Fees in the '10 per cent’ test for derecognition of financial
liabilities

As part of its 2018-2020 annual improvements to IFRS standards process the IASB issued
amendment to IFRS 9. The amendment clarifies the fees that an entity includes when assessing
whether the terms of a new or modified financial liability are substantially different from the
terms of the original financial liability. These fees include only those paid or received between
the borrower and the lender, including fees paid or received by either the borrower or lender on
the other's behalf. An entity applies the amendment to financial liabilities that are modified or
exchanged on or after the beginning of the annual reporting period in which the entity first
applies the amendment.

The amendment is effective for annual reporting periods beginning on or after 1 January 2022
with earlier adoption permitted. The Company will apply the amendments to financial liabilities
that are modified or exchanged on or after the beginning of the annual reporting period in which
the entity first applies the amendment.

The amendments are not expected to have a material impact on the Company.

IAS 41 Agriculture - Taxation in fair value measurements

As part of its 2018-2020 annual improvements to IFRS standards process the IASB issued
amendment to IAS 41 Agriculture. The amendment removes the requirement in paragraph 22 of
IAS 41 that entities exclude cash flows for taxation when measuring the fair value of assets
within the scope of IAS 41.

An entity applies the amendment prospectively to fair value measurements on or after the
beginning of the first annual reporting period beginning on or after 1 January 2022 with earlier
adoption permitted.

The amendments have no impact on the Company as it is not into agriculture..

IFRS 17 Insurance Contracts

In May 2017, the IASB issued IFRS 17 Insurance Contracts (IFRS 17), a comprehensive new
accounting standard for insurance contracts covering recognition and measurement,
presentation and disclosure. Once effective, IFRS 17 will replace IFRS 4 Insurance Contracts
(IFRS 4) that was issued in 2005. IFRS 17 applies to all types of insurance contracts (.e., life,
non-life, direct insurance and re-insurance), regardless of the type of entities that issue them, as
well as to certain guarantees and financial instruments with discretionary participation features.
A few scope exceptions will apply. The overall objective of IFRS 17 is to provide an accounting
model for insurance contracts that is more useful and consistent for insurers. In contrast to the
requirements in IFRS 4, which are largely based on grandfathering previous local accounting
policies, IFRS 17 provides a comprehensive model for insurance contracts, covering all relevant
accounting aspects. The core of IFRS 17 is the general model, supplemented by:

» A specific adaptation for contracts with direct participation features (the variable fee
approach)

» A simplified approach (the premium allocation approach) mainly for short-duration contracts
IFRS 17 is effective for reporting periods beginning on or after 1 January 2023, with
comparative figures required. Early application is permitted, provided the entity also applies
IFRS 9 and IFRS 15 on or before the date it first applies IFRS 17. This standard is not applicable
to the Company.
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Definition of Accounting Estimates -~Amendments to IAS 8

In February 2021, the IASB issued amendments to IAS 8, in which it introduces a definition of
‘accounting estimates’. The amendments clarify the distinction between changes in accounting
estimates and changes in accounting policies and the correction of errors. Also, they clarify how
entities use measurement technigues and inputs to develop accounting estimates.

The amendments are effective for annual reporting periods beginning on or after 1 January
2023 and apply to changes in accounting policies and changes in accounting estimates that occur
on or after the start of that period. Earlier application is permitted as long as this fact is
disclosed. The amendments are not expected to have a material impact on the Company.
Disclosure of Accounting Policies -Amendments to IAS 1 and IFRS Practice Statement 2
In February 2021, the IASB issued amendments to IAS 1 and IFRS Practice Statement 2 Making
Materiality Judgements, in which it provides guidance and examples to help entities apply
materiality judgements to accounting policy disclosures. The amendments aim to help entities
provide accounting policy disclosures that are more useful by replacing the requirement for
entities to disclose their 'significant’ accounting policies with a requirement to disclose their
‘material’ accounting policies and adding gquidance on how entities apply the concept of
materiality in making decisions about accounting policy disclosures. The amendments to IAS 1
are applicable for annual periods beginning on or after 1 January 2023 with earlier application
permitted. Since the amendments to the Practice Statement 2 provide non-mandatory guidance
on the application of the definition of material to accounting policy information, an effective date
for these amendments is not necessary. The Company is currently assessing the impact of the
amendments to determine the impact they will have on the Company’s accounting policy
disclosures.

Amendments to IAS 1: Classification of Liabilities as Current or Non-current

In January 2020, the IASB issued amendments to paragraphs 69 to 76 of IAS 1 to specify the
requirements for classifying liabilities as current or non-current. The amendments clarify:

»What is meant by a right to defer settlement

»That a right to defer must exist at the end of the reporting period

»That classification is unaffected by the likelihood that an entity will exercise its deferral right
»That only if an embedded derivative in a convertible liability is itself an equity instrument would
the terms of a liability not impact its classification

The amendments are effective for annual reporting periods beginning on or after 1 January 2023
and must be applied retrospectively. The Company is currently assessing the impact the
amendments will have on current practice and whether existing loan agreements may require
renegotiation.
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3 Significant accounting judgements, estimates and assumptions
Other disclosures relating to the Company's exposure to risks and uncertainties includes:
» Financial instruments risk factors management and policies (Note 4.1)
> Sensitivity analysis disclosures (Note 4.1)
» Capital management (Note 4.2)

Judgements

In the process of applying the company's accounting policies, management has made the
following judgements, which have the most significant effect on the amounts recognised in the
financial statements:

Revenue from contracts with customers

The company applied the following judgements that significantly affect the determination of the
amount and timing of revenue from contracts with customers:

Determining the timing of satisfaction

The company concluded that revenue from energy and capacity charge will be recognised
overtime because, as the company performs, the customer simultaneously receives and
consumes the benefits provided by the company's performance.

The company has determined that the output method is the best method in measuring progress
rendering the services to the customer. The Output method recognises revenue based on direct
measurements of the value to the customer of the goods or services transferred to date relative
to the remaining goods or services promised under the contract.

The company has assessed that there is a direct relationship between the company’s
measurement of the value of goods or services transferred to date, relative to the remaining
goods or services promised under the contract.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at
the reporting date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are described below. The company
based its assumptions and estimates on parameters available when the financial statements
were prepared. Existing circumstances and assumptions about future developments, however,
may change due to market changes or circumstances arising that are beyond the control of the
company. Such changes are reflected in the assumptions when they occur.
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Impairment of non-financial assets

Impairment exists when the carrying value of an asset or cash generating unit exceeds its
recoverable amount, which is the higher of its fair value less costs of disposal and its value in
use. The fair value less costs of disposal calculation is based on available data from binding sales
transactions, conducted at arm's length, for similar assets or observable market prices less
incremental costs of disposing of the asset. The fair value of the assets is based on the market
value. This is the price which an asset may be reasonably expected to be realised in a sale in a
private contract. These estimates are most relevant to goodwill and other intangibles with
indefinite useful lives recognised by the Company. The key assumptions used to determine the
recoverable amount for the different CGUs, including a sensitivity analysis, are disclosed and
further explained in Note 4.1.

Provision for expected credit losses of trade receivables

The company uses a provision matrix to calculate ECLs for trade receivables. The provision rates
are based on days past due for groupings of various customer segments that have similar loss
patterns (i.e., by product type, customer type and rating).

The provision matrix is initially based on the company’'s historical observed default rates. The
company will calibrate the matrix to adjust the historical credit loss experience with forward-
looking information. For instance, if forecast economic conditions (i.e., gross domestic product)
are expected to deteriorate over the next year which can lead to an increased number of defaults
in the manufacturing sector, the historical default rates are adjusted. At every reporting date,
the historical observed default rates are updated and changes in the forward-looking estimates
are analysed.

The assessment of the correlation between historical observed default rates, forecast economic
conditions and ECLs is a significant estimate. The amount of ECLs is sensitive to changes in
circumstances and of forecast economic conditions. The company’'s historical credit loss
experience and forecast of economic conditions may also not be representative of customer’s
actual default in the future. The information about the ECLs on the company’s trade receivables
is disclosed in Note 4.

Taxes

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

43



Enugu Electricity Distribution Pic
Annual Report
For the Year Ended 31 December 2021

Notes to the Financial Statements-Continued

Defined benefit plans (pension benefits)

The cost of the defined benefit pension plan and other post-employment medical benefits and the
present value of the pension obligation are determined using actuarial valuations. An actuarial
valuation involves making various assumptions that may differ from actual developments in the
future. These include the determination of the discount rate, future salary increases, mortality
rates and future pension increases. Due to the complexities involved in the valuation and its long-
term nature, a defined benefit obligation is highly sensitive to changes in these assumptions. All
assumptions are reviewed at each reporting date.

The parameter most subject to change is the discount rate. In determining the appropriate
discount rate, management considers the interest rates of corporate bonds in currencies
consistent with the currencies of the post-employment benefit obligation with at least an ‘AA’
rating or above, as set by an internationally acknowledged rating agency, and extrapolated as
needed along the yield curve to correspond with the expected term of the defined benefit
obligation. The underlying bonds are further reviewed for quality. Those having excessive credit
spreads are excluded from the analysis of bonds on which the discount rate is based, on the basis
that they do not represent high quality corporate bonds.

The mortality rate is based on publicly available mortality tables for the specific countries. Those
mortality tables tend to change only at intervals in response to demographic changes. Future
salary increases and pension increases are based on expected future inflation rates .

Further details about retirement benefit obligations are provided in Note 23.

Leases - Estimating the incremental borrowing rate

The Company cannot readily determine the interest rate implicit in the lease, therefore, it uses
its incremental borrowing rate (IBR) to measure lease liabilities. The IBR is the rate of interest
that the Company would have to pay to borrow over a similar term, and with a similar security,
the funds necessary to obtain an asset of a similar value to the right-of-use asset in a similar
economic environment. The IBR therefore reflects what the Company ‘would have to pay’, which
requires estimation when no observable rates are available or when they need to be adjusted to
reflect the terms and conditions of the lease .The Company estimates the IBR using observable
inputs (such as market interest rates) when available and is required to make certain entity-
specific estimates.
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Financial risk management

The Company's activities expose it to a variety of financial risks: market risk (including currency
risk, fair value interest rate risk, cash flow interest rate risk and price risk), credit risk and liquidity
risk. The Board of Directors has overall responsibility for the establishment and oversight of the
Company's risk management framework. The board has established the finance and investment
committee, who is responsible for developing and monitoring the Company's risk management
policies. The committee reports reqularly to the Board of Directors on its activities.

The Company's risk management policies are established to identify and analyse the risk it faces, to
set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed reqularly by the executive management to reflect
changes in the market conditions and the Company's activities.

The Board oversees how management monitors compliance with the Company's risk management
policies and procedures, and reviews the adequacy of the risk management framework in relation to
the risks faced by the Company. The Board is supported by various management functions that
checks and undertakes both reqular and ad hoc reviews of compliance with established controls and
procedures.

Financial risk factors

The Company's overall risk management programme focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on the Company’s financial performance.
The Company does not hedge any of its risk exposures.

Risk management is carried out in line with policies approved by the board of directors. The board
provides written policies for overall risk management, as well as set the overall risk appetite for the
Company. Specific risk management approaches are defined for respective risks such as interest
rate risk, credit risk, liquidity and investment risk. The Company's overall risk management
program seeks to minimize potential adverse effects on the Company’s financial performance.

Market risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate
because of changes in market prices. Market risk comprise three types of risk: interest rate risk,
currency risk and other price risk, such as equity price risk and commodity risk. Financial
instruments affected by market risk in the Company are borrowings and deposits.

Interest rate risk

Interest rate risk is the risk that the value of a financial instrument will be affected by changes in
market interest rates. Borrowings obtained at variable rates give rise to interest rate risk. The
Company does not have any short term loans with variable interest and as such is not exposed to
interest rate risk. The Company's long term borrowings have fixed interest rate.

Foreign currency risk

Foreign exchange risk arises when future commercial transactions and recorded assets and
liabilities are denominated in a currency that is not the entity’'s functional currency e.g., foreign
denominated loans, purchases and sales transactions, etc. The Company did not have any material
balance denominated in foreign currency at 31 December 2021 as a result no foreign currency
sensitivity analysis is provided.
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Price risk

This is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices other than those arising from interest rate risk or currency
risk. There are no financial instruments exposed to other price risk.

Credit Risk

Credit risk is the risk that financial loss arises from the failure of a customer or counterparty to
meet its obligations under a contract. Credit risk arises from cash and cash equivalents, deposits
with banks and financial institutions, as well as credit exposures to customers including outstanding
receivables. The Company has policies in place to ensure that credit limits are set for commercial
customers taking into consideration the customers’ tariff class, past trading relationship, credit
history and other factors. When customers default in paying bills on due date, the Company
disconnects supply to such customers and charges a fee on reconnection.

(i) Risk management

There is no independent rating for customers. Risk control assesses the credit quality of the
customer, taking into account its financial position, past experience and other factors. The
compliance with credit limits by customers is regularly monitored by line management.

Sales to customers are required to be settled in cash or using major credit cards, mitigating credit
risk. There are no significant concentrations of credit risk, whether through exposure to individual
customers, specific industry sectors and/or regions.

Management monitors the aging analysis of receivables on a periodic basis. The analysis of neither
past due nor impaired, past due but not impaired and impaired financial instruments is as follows:

Financial instruments exposed to credit risk Maximum Exposure

31 December 31 December

2021 2020

N'000 N'000

Cash and Cash equivalents 7,318,110 6,737,549
Trade receivables 190,127,540 154,223,596
Gross amount 197,445,650 160,961,145
Expected credit losses on trade receivables (138,476,802) (119,376,048)
Expected credit losses on cash and cash equivalents (15,049) (16,977)
Net Amount 58,953,799 41,568,120

The gross amounts stated above are those subject to expected credit losses. There are cash
security (within cash and cash equivalents), trade receivables, and salary advance (within other
receivables).
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Explanation of inputs and variables used in measuring Expected Credit Loss
The parameters used to determine impairment using the general approach on receivables are shown

below:

Staff Loans

Cash and Bank Balances

Probability of Default
(PD)

The company assessed the PD of the
company's staff loans to be a notch
lower than the PD assigned to
Nigeria(with a rating of B) by Standards
and Poor's (S&P). This was determined
to be a B - . This resulted in a PD of
7.15% based on Standard and Poor's
one PD of B- credit rating.

The rating of the Counterparty is
used to determine the PD. The
respective ratings were mapped to
S&P's rating. The PD resulted in
3.6% based on Standards and
Poor's one year PD of B credit
rating.

Loss Given Default
(LGD)

The company assessed LGD on each
facility. This ranged from 52.1% to
100% which depends on management's
assessment. This was further adjusted
with the Basel downturn federal reserve
formula for LGD.

The LGD was applied based on
Moody's weighted average
ultimate recovery from (1983 to
2017) for senior unsecured bonds.
This resulted in LGD of 52.1%. This
was further adjusted with the
Basel federal reserve formula to
produce a downturn PD of 56%.

Exposure at Default
(EAD)

The EAD is the maximum exposure of
the receivable to credit risk without
taking account of any collateral but

The EAD is the maximum exposure
of the receivable to credit risk
without taking account of any

indicators

unemployment rate and crude oil prices
were identified as economic variables
affecting the credit risk. Historical data
on GDP for the last 44 quarters was
used to determine base, optimistic and
downturn scenarios with a 95%
confidence interval.

adjusted for repayment pattern and |collateral but adjusted for
interest receivable. repayment pattern and interest
receivable.
Macroeconomic The historical inflation rate, |The historical inflation rate,

unemployment rate and crude oil
prices were identified as economic
variables affecting the credit risk.
Historical data on GDP for the last
44 quarters was used to
determine base, optimistic and
downturn scenarios with a 95%
confidence interval.
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Probability Weightings [The Z score was used to calculate the
probability of having a best, downturn
and optimistic scenarios by comparing
Nigeria GDP historical experience from |by comparing
82% weight was |historical experience from 2006 to
2016. 82% weight was assigned to
best case, 2% for optimistic and

2006 to 2016.
assigned to best case, 2% for optimistic
and 16% for downturn.

16% for downturn.

The Z score was used to calculate
the probability of having a best,
downturn and optimistic scenarios
Nigeria GDP

The reconciliation of the gross carrying amount for the financial assets assessed for impairment is

as follows:

Gross carrying amount as at 1 January

Additions
Repayments

Gross carrying amount as at 31 December

Trade receivables Short term
bank deposits
N'000 N'000
154,223,596 2,805,269
85,678,598 31
(49,774,654) -
190,127,540 2,805,300

Reconciliation of impairment loss on financial assets
Movements in the impairment of provision of financial assets that are assessed for impairment are

as follows:

At 1 January

Reversal of previously recognised

impairment losses

Allowance for impairment recognised during

the year
At 31 December

Trade receivables

Short term
bank deposits

N'000 N'000
119,376,048 16,977
- (1,928)
19,100,753 -
138,476,802 15,049
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Sensitivity analysis

The tables below show information on the sensitivity of the carrying amounts of the Company’'s
financial assets to the methods, assumptions and estimates used in calculating impairment losses on
the financial assets at the end of the reporting period. These methods, assumptions and estimates
have a significant risk of causing material adjustments to the carrying amounts of the Company's
financial assets.

Simplified approach:
Expected cash flow recoverable from trade receivables:

The table below demonstrates the sensitivity to a 10% change in the expected cash flows from trade
receivables, with all other variables held constant:

Effect on profit before tax
31 December

2021
N'000
Increase/(decrease) in estimated cash flows
10% 6,041
(10%) (8,382)

A 10% increase in the estimated cash flows would increase loss before tax by 3¥6.04 million while a
corresponding 10% decrease in the estimated cash flows will reduce loss before tax by ¥8.38 million.

The table below shows the sensitivity of 10% change in the forward looking variables incorporated in
the ECL model on the profit before tax.

Inflation rate Held constant

10% (10%)
N'000 N'000 N'000
10% 2,553,786 (2,569,706) 2,652,553
GDP growth rate Held constant 41.87 13.14%

(10%) 2,634,873
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General Approach:

Other receivables - staff loans

In establishing sensitivity to ECL estimates for financial assets, changes in the PD, LGD and macro-
economic factors were considered individually.

Significant unobservable inputs

Impact on profit before tax
Probability of Loss Given Macroeconomic

Default (PD) Default (LGD) indicators*

Increase/(decrease) of: N'000 N'000 N'000
10% (15) (15) ()]

(10%) 15 15 11

Cash and cash equivalents - fixed deposits and accounts placed on garnishee order

In establishing sensitivity to ECL estimates for financial assets, changes in the PD, LGD and macro-
economic factors were considered individually.

The table below demonstrates the sensitivity to a 10% change in each estimate with all other
variables held constant:

Impact on profit before tax
Probability of Loss Given Macroeconomic

Default (PD) Default (LGD) indicators*

Increase/(decrease) of: N'000 N'000 N'000
10% (2,408) (2,364) (1,389)

(10%) 2,408 2,364 1,341

*Macroeconomic indicators used in the model are inflation rate, crude oil price and unemployment
rate.

Credit quality of financial assets

The credit quality of financial assets that are neither past due nor impaired can be assessed by
reference to external credit ratings (if available) or to historical information about counterparty
default rates:

31 December 31 December

2021 2020
N'000 N'000
Cash 10,644 12,654
Bank balance
AA - -
A+ - -
AA- - -
B- 7,292,667 6,699,270
BBB - -
B 24,994 37,794
Not rated 449 485
7,328,754 6,750,203
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Fitch - National long-term rating

This is based on Fitch national long-term rating. National Credit Ratings are an assessment of credit
quality relative to the rating of the lowest credit risk in a country. This lowest risk will normally,
although not always, be assigned to all financial commitments issued or guaranteed by the sovereign
state.

National Ratings are not intended to be internationally comparable and are denoted by a special
identifier for the country concerned. The performance of National Ratings will also not be strictly
comparable over time, given the moving calibration of the entire scale to the entity or entities with
the lowest credit risk in a country, whose creditworthiness relative to other entities internationally
may change significantly over time.

These ratings are explained as follows:

AA' National ratings denote expectations of very low default risk relative to other issuers or
obligations in the same country. The default risk inherent differs only slightly from that of the
country’'s highest rated issuers or obligations.

'A' National ratings denote expectations of low default risk relative to other issuers or obligations in
the same country. However, changes in circumstances or economic conditions may affect the
capacity for timely repayment to a greater degree than is the case for financial commitments
denoted by a higher rated category.

'BBB' National ratings denote a moderate default risk relative to other issuers or obligations in the
same country. However, changes in circumstances or economic conditions are more likely to affect
the capacity for timely repayment than is the case for financial commitments denoted by a higher
rated category.

'BB' National ratings denote an elevated default risk relative to other issuers or obligations in the
same country. Within the context of the country, payment is uncertain to some degree and capacity

for timely repayment remains more vulnerable to adverse economic change over time.

31 December 31 December

2021 2020
Trade receivables N'000 N'000
Counter parties without external credit rating:
Group 3 190,127,540 154,223,596

Group 1 - new customers (less than 6 months).
Group 2 - existing counter parties/ customers (more than 6 months) with no defaults in the past.
Group 3 - existing customers (over 6 months with some defaults in the past).

There are no group 1 and group 2 customers.
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Financial risk factors - continued

(ii) Impairment of trade receivables

For trade receivables, the Company applied the simplified approach in computing ECL. Therefore, the
Company does not track changes in credit risk, but instead recognises a loss allowance based on
lifetime ECLs at each reporting date. An impairment analysis is performed at each reporting date using
a provision matrix to measure expected credit losses (ECL). The provision rates are based on days past
due for groupings of various customer segments with similar loss patterns (i.e., customer type). The
calculation reflects the probability-weighted outcome, the time value of money and reasonable and
supportable information that is available at the reporting date about past events, current conditions
and forecasts of future economic conditions. Generally, trade receivables are written-off if past due for
more than one year and are not subject to enforcement activity. The maximum exposure to credit risk
at the reporting date is the carrying value of each class of financial assets disclosed in Notes 17 . The
Company does not hold collateral as security.
Set out below is the information about the credit risk exposure on the Company's trade receivables

using provisional matrix:
As at 31 Dec 2021

Trade receivables

In
thousands
of naira

Days past due

<90 days 90 -180 days

181-270
days

270 - 360
days

> 360 days

Total

Expected

credit loss

rate 54.84%
Estimated

total gross

carrying

amount at

default 76,044,048

19,509,096

71.30%

13,032,001

84.86%

38,686,082

100.00%

42,856,313

190,127,540

Expected

credit loss 41,705,915

11,792,161

9,291,766

32,830,646

42,856,314

138,476,802

As at 31 Dec 2020

Expected
credit loss

rate 54.20%
Estimated

total gross
carrying
amount at
default

57,174,920

11,741,688

72.66%

7,467,088

77.03%

6,556,600

100.00%

71,283,301

154,223,596

Expected

credit loss 30,986,996

6,629,235

5,425,850

5,050,668

71,283,301

119,376,049
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Financial risk factors - continued
(i) Impairment of trade receivables-Continued

Set out below is the movement in the allowance for expected credit losses of trade receivables:

In thousands of Naira 2021 2020
Balance as at 1 January 119,376,048 102,959,956
Provision for expected credit losses (Note 17a) 19,100,753 16,416,093
Balance at 31 December 138,476,801 119,376,048

(iii) Impairment of other financial assets

Expected credit loss measurement - other financial assets

The Company applied the general approach in computing expected credit losses (ECL) for other
receivables. The Company recognises an allowance for expected credit losses (ECLs) for all debt
instruments not held at fair value through profit or loss. ECLs are based on the difference between
the contractual cash flows due in accordance with the contract and all the cash flows that the
Company expects to receive, discounted at an approximation of the original effective interest rate.

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).

The ECL is determined by projecting the PD, LGD and EAD for each future month and for each
individual exposure. These three components are multiplied together and adjusted for the likelihood
of survival (i.e. the exposure has not prepaid or defaulted in an earlier month). This effectively
calculates an ECL for each future month, which is then discounted back to the reporting date and
summed. The discount rate used in the ECL calculation is the original effective interest rate or an
approximation thereof.

The 12-month and Lifetime PDs are derived by mapping the internal rating grade of the obligors to
the PD term structure of an external rating agency for all asset classes. The 12-month and lifetime
EADs are determined based on the expected payment profile, which varies by product type. The
assumptions underlying the ECL calculation - such as how the maturity profile of the PDs, etc. - are
monitored and reviewed on a reqgular basis. There have been no significant changes in estimation
techniques or significant assumptions made during the reporting period. The significant changes in
the balances of the other financial assets including information about their impairment allowance are
disclosed below respectively.

The Company considers a financial asset in default when contractual payments are 90 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.
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Analysis of inputs to the ECL model under multiple economic scenarios

An overview of the approach to estimating ECLs is set out in Note 2 Summary of significant
accounting policies and in Note 3 Significant accounting judgements, estimates and assumptions. To
ensure completeness and accuracy, the Company obtains the data used from third party sources
(Central Bank of Nigeria, Standards and Poor's etc.) and a team of expert within its credit risk
department verifies the accuracy of inputs to the Company's ECL models including determining the
weights attributable to the multiple scenarios. The following tables set out the key drivers of
expected loss and the assumptions used for the Company's base case estimate, ECLs based on the
base case, plus the effect of the use of multiple economic scenarios as at 31 December 2020 and 31
December 2021.

The tables below show the values of the key forward looking economic variables/assumptions used
in each of the economic scenarios for the ECL calculations. The figures for “Subsequent years"”
represent a long-term average and so are the same for each scenario.

31 December 2021

Assigned
Key drivers Probabilities ECL Scenario 2022 2023 2024
Crude Oil Price (USD)
12% Upturn 59.00 62.00 61.20
79% Base 57.00 62.00 57.30
9% Downturn 41.00 38.00 55.10
GDP Growth rate %
12% Upturn 0.29 0.32 0.27
79% Base 0.19 0.15 0.32
9% Downturn 0.11 0.08 0.34
Inflation rate %
12% Upturn 0.24 0.22 0.11
79% Base 0.32 0.33 0.11
9% Downturn 0.36 0.38 0.11
31 December 2020
Assigned
Key drivers Probabilities ECL Scenario 2021 2022 2023
Crude Oil Price (USD)
10% Upturn 55.61 57.07 57.07
80% Base 53.5 54.96 54.96
10% Downturn 51.18 52.64 52.64
Unemployment rate %
10% Upturn 0.32 0.32 0.32
80% Base 0.34 0.34 0.34
10% Downturn 0.36 0.36 0.36
Inflation rate %
10% Upturn 0.11 0.11 0.11
80% Base 0.12 0.12 0.12
10% Downturn 0.12 0.12 0.12
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(iii) Impairment of other financial assets - continued

Excessive risk concentration

Concentrations arise when a number of counterparties are engaged in similar business activities, or
activities in the same geographical region, or have economic features that would cause their ability
to meet contractual obligations to be similarly affected by changes in economic, political or other
conditions. Concentrations indicate the relative sensitivity of the Company’s performance to
developments affecting a particular industry.

In order to avoid excessive concentrations of risk, the Company’'s policies and procedures include
specific guidelines to focus on the maintenance of a diversified portfolio. Identified concentrations
of credit risks are controlled and managed accordinagly.

Liquidity risk

Manaaement of liauiditv risk

Cash flow forecasting is performed by the finance department. The finance department monitors
rolling forecasts of liquidity requirements to ensure it has sufficient cash to meet operational needs
while maintaining sufficient headroom on its undrawn committed borrowing facilities. Such
forecasting takes into consideration the covenant compliance, and compliance with internal financial
position ratio.

Prudent liquidity risk management implies that sufficient cash is maintained and that sufficient
funding is available through an adequate amount of committed credit facilities.

Maturity analysis

The table below analyses the Company's financial liabilities into relevant maturity groupings based
on the remaining period at the reporting date to the contractual maturity date. The amounts
disclosed in the table are the contractual undiscounted cash flows. There is concentration risk in this

reaard as the Central Bank of Nigeria (CBN) is the maior lender to the Companv.
31 Dec 2021 Less than 1 Between 1 Between 2 Between 5 and Over 10

year and 2 years and 5 years 10 years years Total
N'000 N'000 N'000 N'000 N'000
Financial liabilities
Trade and
other
payables* 113,234,108 - - - - 113,234,108
Borrowings 4,476,204 7,223,945 14,240,255 15,824,975 - 41,765,379
Lease
Liabilities 392,544 128,040 - - - 520,584
118,102,857 7,351,985 14,240,255 15,824,975 - 155,520,071
31 Dec 2020
Financial liabilities
Irade and
other
payables* 77,879,457 - - - - 77,879,457
Borrowings 4,051,916 4,476,204 11,576,063 1,650,432 - 21,754,615
Lease
Liabilities 665,015 339,879 - - 1,004,894
82,596,388 4,816,083 11,576,063 1,650,432 - 100,638,966

*Non-financial liabilities excluded include statutory liabilities (VAT and WHT Payables)
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4.2 Capital management

For the purpose of the Company’s capital management, capital includes issued capital and retained
earnings attributable to the equity holders of the Company. The primary objectives of the
Company’'s capital management are to safeguard the company's ability to continue as a going
concern in order to provide returns for shareholders and maintain an optimal capital structure to
reduce the cost of capital . No changes were made in the objectives, policies or processes during
the years ended 31 December 2021 and 31 December 2020.

The Company manages its capital structure and makes adjustments in light of changes in economic
conditions and the requirements of the financial covenants. To maintain or adjust the capital
structure, the Company may adjust the return capital to shareholders. The Company monitors
capital using a gearing ratio, which is ‘net debt' divided by total equity capital plus net debt. The
Company’s policy is to keep the gearing ratio between 5% and 10%.

The Company includes within net debt, interest bearing loans and borrowings, less cash and bank
balances.

The gearing ratio at the end of the reporting period is as follows:

31 December

31 December

2021 2020

N'000 N'000

Interest-bearing loans and borrowings (Note 20) 41,775,882 16,897,517

Less cash and bank balances (Note 16) (7,313,705) (6,733,226)

Debt 34,462,177 10,164,291

. (66,686,983) (27,060,857)
Equity

Capital employed (debt+equity)

Gearing ratio (debt/(debt+equity))

56

(32,224,805)

(16,896,566)

=107%

-60%



Enugu Electricity Distribution Pic
Annual Report
For the Year Ended 31 December 2021

Notes to the Financial Statements-Continued

4.3 Financial instruments and fair values
4.3.1 Measurement categories

Set out below is a comparison, by class, of the carrying amounts and fair values of the Company’s
financial instruments, other than those with carrying amounts that are reasonable
approximations of fair values:

Carrying Value Fair Value
2021 2020 2021 2020
N'000 N'000 N'000 N'000
Interest-bearing loans and
borrowings 41,775,882 16,897,517 39,347,640 15,915,341

The management assessed that the fair values of cash and bank balances, trade receivables,
trade payables, bank overdrafts and other current liabilities approximate their carrying amounts
largely due to the short-term maturities of these instruments.

4.3.2 Fair value measurement
Fair value measurement hierarchy for liabilities as at 31 December 2021:
Liabilities for which fair values are disclosed:
Fair value measurement using

Quoted prices Significant Significant
in active observable unobservable
Date of markets inputs inputs
valuation Total (Level 1) (Level 2) (Level 3)
N'000 N'000 N'000 N'000
Interest-bearing
loans and
borrowings: 31-Dec-21 39,347,640 - 39,347,640 -
Interest-nearing
loans and
borrowings: 31-Dec-20 15,915,341 - 15,915,341 -

The fair value of financial instruments traded in active markets is based on quoted market prices
at the reporting date. A market is regarded as active if quoted prices are readily and reqularly
available from an exchange dealer, broker, industry group, pricing, service, or requlatory agency,
and those prices represent actual, and reqularly occurring market transactions on an arm's length
basis. Instruments included in level 1 comprise primarily Nigerian Stock Exchange (NSE) listed
instruments classified as trading securities.There are no quoted market price for financial assets
held by the company.

The fair value of the instruments classified as Level 2 (see above) was calculated using the
discounted cash flow method. 3-month LIBOR rate was used for discounting future cash flows.
There were no financial instruments that are measured at amortised cost that the fair value
disclosed was classified as Level 3 either in current year or in prior year.
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5b

31 December

31 December
2020

N'000

314,998,766

2021

N'000
Revenue from contracts with customers
Electricity distribution 119,252,899
Revenue represents charges on the power distributed to customers.
The Company's revenue is analysed based on the customer
categories as follows:
By customer payment type:
Postpaid customers 78,406,424
Prepaid customers 19,471,475
Revenue shortfall (Note 5b) 21,375,000

56,538,797
11,035,969
247,424,000

119,252,899

314,998,766

By customer tariff class:

42,497,146
12,172,907
9,234,183
3,670,530
247,424,000

Residential 50,850,131
Commercial 13,935,012
Industrial 8,540,519
Government and others 24,552,237
Revenue shortfall (Note 5b) 21,375,000

119,252,899

314,998,766

During the year, total energy billed amounted to ¥97.88 billion (2020: N67.57billion), while total

receipts within the year amounted to ¥ 69.15 billion (2020: ¥46.08 billion).

This amount relates to tariff shortfall computed by the Nigerian Electricity Regulatory Commission
(NERC). On 31st December 2020, NERC issued a minor review of Multi Year Tariff Order (MYTO)
2020 and Minimum Remittance Order (Order No: NERC/224/2021) titled "The revised December
2020 Minor review of MYTO - 2020 and Minimum Remittance Order for Enugu Electricity
Distribution Plc ("EEDC™)". The order was issued by NERC in a bid to steer the Nigerian Electricty
Supply Industry (NESI) to a gradual transitioning to Cost Reflective Tariffs (CRT) so as to allow
Electricity Distribution Companies cover their costs and earn returns on their investments. The
order awarded the Company a total sum of NGN 21.4 billion for the year ended 31 December 2021
and NGN 247.4 billion as cummulative tariff shortfall between 2015 and 2020. This shortfall is to
be recognised as a reduction in the liability due to the Nigerian Bulk Electricity Trading Plc (NBET) .

31 December

31 December

2021 2020
N'000 N'000

Cost of sales
Cost of energy 94,646,886 78,334,436
Depreciation of plant and machinery (Note 13) 1,538,785 1,462,550
Staff cost (Note 8b) 2,095,031 2,227,025
Other direct cost* 771,246 1,136,630
99,051,948 83,160,641

*Other direct cost comprise costs incurred in the maintainance of electricity distribution equipment.
Total cost of energy imported during the year amounted to ¥94.65billion (2020:

N78.33billion)while total payments for energy imported during the year amounted to ¥20.97 billion
(2020:20.79billion).
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7 Other income
Re-connection fee
Loss of revenue*
Exchange gain
Amortisation of Government grant (Note 21)
Others**

31 December

31 December

*Loss of revenue are amounts paid by those who disrupt electricity

supply to customers as a result of constructions or accidents.
**QOthers comprise penalty for electricity bypass and insurance

8 Administrative expenses

Advert and publicity

Amortisation of intangible asset (Note 14)
Audit fee

Bank charges

Cleaning Services

Consultancy*

Defined employee benefit costs (Note 8b)
Depreciation of right-of-use assets (Note 15)
Depreciation on property, plant and equipment (Note 13)
Directors fee

Donations

Electricity

Insurance

Lease rental

Legal

Pension costs- defined contribution plans (Note 8b)
Printing, stationery and internet

Rent

Security

Subsription and fees

Staff cost (Note 8b)

Technical service**

Transport and travelling

Vehicle maintenance

Others***

2021 2020
N'000 N'000
221,231 214,843
156,121 93,752

- 424
2,165,124 1,420,644
146.596 104,188
2,689,072 1,833,851
504,026 846,441
91,893 89,921
30,000 25,000
160,627 187,135
103,996 214,087
499,812 365,212
152,899 222,021
342,700 398,049
211,595 193,121
43,976 237,795
11,478 171,059
9,527 11,193
373,339 329,233
106,495 18,458
93,172 1,684,652
257,550 245,577
839,425 657,785
159,358 147,885
311,692 341,617
61,728 61,216
5,023,631 4,427,719
26,081 216,114
394,813 298,484
611,268 557,129
1,637,180 1,604,008
12,058,261 13,550,911

*Included in Consultancy are payments to consultants for such services as customer verification
services, meter monitoring exercises and other consultancy services.

**Technical service comprise payments to Feedback Infra, EEDC's Technical Service Partner on

Power Distribution.

***Included in other expenses are amounts paid to the digital revenue collection service provider,

office appliances, maintenance and hotel expenses.
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8b

10

11
11.1

11.2

11.3

31 December

31 December

2021 2020
N'000 N'000

Employee benefit expense
Staff Cost (Note 6) 2,095,031 2,227,025
Staff Cost (Note 8) 5,023,631 4,427,719
Defined employee benefit costs (Note 23) 152,899 222,021
Pension costs - defined contribution plans ( Note 8) 257,550 245,577
7,529,111 7,122,342

Expected credit losses

Reversal of credit losses on cash and cash equivalents (Note 16) (1,928) 4,572)
Expected credit losses on trade receivables (Note 17a) 19,100,753 16,416,093
Reversal credit losses on other receivables (Note 17b) (2,808) (2,503)

—19.096.017  16.409.018

Finance income and cost

Interest income on deposits with banks 42,847 63,401
Interest expense on loans and borrowings (Note 20) (6,002,557) (3,937,791)
Interest expense on unpaid NBET invoices (24,891,608) (16,761,887)
Unwinding of discount on lease liabilities (Note 22) (381,793) (505,120)

Finance cost - net

531.275.958; %21.204,798%

Taxation
Minimum tax

Minimum tax 299,549

792,240

299,549

792,240

The company is assessed based on minimum tax because it does iot have an asséssable profit and
taxable profit for the year ended 31 December 2021.The Finance Act 2020 has reduced the
minimum tax rate to 0.25% for the two tax returns that are due between 1 January 2019 to 31
December 2020 or 1 January 2020 to 31 December 2021. The company has, however, elected to
opt for 0.25% for both the 2021 and 2022 years of assessment as a COVID-19 tax incentive for
companies operating in Nigeria. Corporate income tax is calculated at 0.25% of gross turnover for
the year, less franked investment income. The charge for taxation in these financial statements is
based on the provisions of section 33 subsection (2) of the Companies Income Tax Act, CAP C21,
LFN, 2004 as amended by the Finance Act, 2020.The company applied this rule in its financial
statements and hence was liable to pay a minimum tax of ¥299.5 million (2020: ¥792.2 million) for

the vear.
Income tax expense

31 December

31 December

2021 2020
Profit or loss N'000 N'000
current Income tax charge . .
Education tax - 4,013,964
Income tax expense reported in the statement of profit or loss - 4,013,964
Statement of financial nosition
As at 1 January 5,351,736 545,532
Minimum tax 299,549 792,240
Education tax - 4.013.964
Tax paid - -
As at 31 December 5,651,285 5,351,736
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11.4 A reconciliation between tax expense and the product of accounting (loss)/profit multiplied by
Nigeria's domestic tax rate (30%) for the years ended 31 December 2021 and 31 December 2020 is

11.5

12

as follows:
31 December 31 December

2021 2020

N'000 N'000
(Loss)/profit before minimum tax and income tax (39,497,366) 182,570,650
Tax at Nigeria Corporation Tax Rate of 30% (2020: 30%) (11,849,210) 54,771,195
Tertiary Education tax - 4,013,964
Non-deductible expenses for tax purposes:
Donation and fines 3,443 8,722
Depreciation on Property, plant and equipment 525,114 496,701
Interest on lease liabilities 114,538 151,536
Lease payments (234,092) (252,149)
Depreciation of right-of-use assets 102,810 119,415
Expected credit losses on trade receivables 5,729,384 4,924,077
Other non-deductible items 57,082,954 (10,038)
Loss relief carried forward (49,405,199) (43,781,741)
Capital allowance (2,069,742) (16,427,718)
Tax expense for the year 0) 4,013,964
Effective income tax rate 0.00% 2.20%
Deferred tax
Deferred tax relates to the following:
Accelerated depreciation for tax purposes 11,402,382 11,784,466
Lease liabilities (124,891) (214,187)
Inventory impairment (27,688) (36,080)

(45,003,421)
(49.405.199

Provision for expected credit losses

lUUnrelieved tax losses

(38,794,916)
(43781 .741)

(83,158,818)

(71,042,458)

The Company has a deferred tax asset of ¥83.16 billion as at 31st December 2021 (2020: ¥71.04
billion) arising from tax losses, accelerated capital deductions and provisions. Management is of the
view that there would be no sufficient future taxable profits against which the deferred tax asset
would be offset. These deferred tax assets have not been recognised in the financial statement.

Basic (loss)/earnings per share

Basic (loss)/earnings per share are calculated by dividing the net (loss)/profit attributable to
shareholders by the weighted average number of ordinary shares in issue during the year. There
were no potentially dilutive ordinary shares at either year end; hence the basic and diluted
(loss)/earnings per share have the same value.

31 December 31 December

2021 2020
'000 '000
(Loss) /profit attributable to ordinary shareholders of the
Company (¥) (39,796,915) 177,764,446
Weighted average number of ordinary shares in issue 10,000 10,000
Basic (loss)/earnings per share (¥) (3,980) 17,776

There have been no other transactions involving ordinary shares or potential ordinary shares
between the reporting date and the date of authorisation of these financial statements.
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13

Property, plant and equipment

Cost

1 January 2020
Additions
Transfers

31 December 2020

1 January 2021
Additions

31 December 2021

Accumulated depreciation
1 January 2020
Depreciation for the year

At 31 December 2020

1 January 2021
Depreciation for the year

31 December 2021

Carrying amount
At 31 December 2021

At 31 December 2020

Freehold Plants & Motor Furniture &
Land Buildings machinery vehicles equipment Total
N'000 N'000 N'000 N'000 N'000 N'000
1,978,339 2,110,032 46,729,567 801,053 1,122,790 52,741,781
78,550 9,132 2,428,003 57,600 142,988 2,716,273
- - (59,029) 59,029 - -
2,056,889 2,119,164 49,098,541 917,682 1,265,778 55,458,054
2,056,889 2,119,164 49,098,541 917,682 1,265,778 55,458,054
- 157,697 5,294,075 1,476 105,011 5,558,259
2,056,889 2,276,861 54,392,616 919,158 1,370,789 61,016,313
- (313,626) (7,013,475) (782,815) (465,237) (8,575,153)
- (42,289) (1,462,550) (26,962) (123,870) (1,655,671)
- (355,915) (8,476,025) (809,777) (589,106) (10,230,824)
- (355,915) (8,476,025) (809,777) (589,106) (10,230,823)
- (44,129 (1,538,785) (33,175) (134,290) (1,750,380)
- (400,044) (10,014,810) (842,952) (723,395) (11,981,203)
2,056,889 1,876,817 44,377,806 76,206 647,393 49,035,110
2,056,889 1,763,249 40,622,516 107,905 676,672 45,227,230
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()  Analysis of depreciation

31 December

31 December

2021 2020
N'000 N'000
Cost of sales ( Note 6) 1,538,785 1,462,550
Administrative expenses ( Note 8) 211,595 193,121
1,750,380 1,655,671
(i)  Assets pledged as security
None of the Company's assets have been pledged as security.
(iii)  Capital commitments
The Company had no capital commitments as at year end.
(iv) Included within plant and machinery are items with net book value of ¥115.4 million (2019: 8¥119.9 million) which
were received as grant (See Note 21 for details).
31 December 31 December
2021 2020
N'000 N'000
14 |ntangible assets
Cost
At 1 January 899,206 899,206
Additions 19,723 -
As at 31 December 918,929 899,206
Accumulated amortisation
At 1 January (340,390) (250,469)
Amortisation charge (91,893) (89,921)
(432,283) (340,390)
As at 31 December
Carrying amount 486,646 558,816
Intangible assets relate to deep security firewall and advance threat protection solution for the Company’s cloud
server and ESET Endpoint Protection Advance License for the Company's staff use including file security
deployed to the company by Schemanet Smart Solutions Limited and ESET Nigeria Limited respectively.
15 Right-of-use -assets

The Company has lease contracts for various items of motor vehicles and buildings used in its operations. Leases
of motor vehicles and buildings generally have lease terms between one and four years. The Company's
obligations under its leases are secured by the lessor's title to the leased assets. Generally, the Company is
restricted from assigning and subleasing leased assets and some contracts require the Company to maintain
certain financial ratios. The Company also has certain leases of assets with lease terms of 12 months or less. The
Company applies the short-term lease recognition exemptions for these leases.
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16

Company as a lessee (applicable from 1 January 2019)

Set out below are the carrying amounts of right-of-use assets recognised during the period:

Motor vehicles Total
N'000 N'000
As at 1 January 2020 799,006 799,006
Additions 39,983 39,983
Depreciation expense (Note 8) (398,049) (398,049)
As at 31 December 2020 440,940 440,940
Additions 123,756 123,756
Depreciation expense (Note 8) (342,700) (342,700)
As at 31 December 2021 221,996 221,996
Cash and cash equivalents
Cash at bank 4,512,810 3,932,280
Short term bank deposits 2,805,300 2,805,269
Cash in hand 10,644 12,654
7,328,754 6,750,203
Expected credit loss (15,049) (16,977)
7,313,705 6,733,226

Cash at bank includes balances of ¥65,896 (2020: ¥65,896) under garnishee order in United Bank for Africa Plc.
The garnishee order was placed on this bank account before the new management took over on 1 November 2013.

Included in cash and cash equivalents is balance of ¥1.786 million (2020: ¥1.786 million) held in several banks on
behalf of customers who have made contributions for meters yet to be supplied. The company and the meter

vendors are joint signatories to the accounts.

Also included in cash and cash equivalents is a cash security of ¥2.8 billion (2020: 2.8 billion) in favour of First
Bank Limited in relation to a bank guarantee issued to the Nigerian Bulk Electricity Trading Plc on the Company's

behalf. The cash security can be accessed at any time by the company.

The loss allowance relates to 12 month expected credit loss on short term bank deposits and bank accounts on

garnishee order, the movement in loss allowance is as shown below:

31 December

31 December

2021 2020

N'000 N'000

1 January (16,977) (21,549)
Decrease in expected credit losses for the year (Note 9) 1,928 4,572
31 December (15,049) (16,977)
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16.1 For the purpose of the statement of cash flows, cash and cash equivalents comprise the following at

31 December:

Cash at bank
Short term bank deposits
Cash in hand

17 Trade and other receivables

Trade receivables (Note 17a)
Other receivables (Note 17b)

17a Trade receivables

Trade receivable
Provision for expected credit losses

Movement in expected credit losses is as shown below:

1 January

Additional allowance in the year (Note 9)

31 December
17b Other receivables

Prepayments
Other receivables

Allowance for expected credit losses (staff loan)

2021 2020

N'000 N'000
4,512,810 3,932,280
2,805,300 2,805,269
10,644 12,654
7,328,754 6,750,203
51,650,738 34,847,548
4,691,425 2,889,807
56,342,163 37,737,355
190,127,540 154,223,596

(138,476,802)

(119,376,048)

51,650,738

34,847,548

(119,376,048)
(19,100,753)

(102,959,956)
(16,416,093)

(138,476,801)

(119,376,048)

4,600,402 2,785,880
91,475 107,188
4,691,877 2,893,068
(452) (3,261)
4,691,425 2,889,807

Prepayments include advances given for the purchase of Prepaid Meters, Insurance and rent prepaid for short-

term leases

Other receivable includes staff loans (housing and salary advance, advance payment for Enterprise Resource

Planning (ERP) and meters.
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Movement in allowance for expected credit losses is as shown below:

1 January
Write-back/(allowance) in the year (Note 9)

31 December

18 Inventories
Distribution materials

Stationeries

Inventory impairment (Note 18a)

18a Movement in impairment is shown below:
1 January
Recovery of impaired inventories

31 December

31 December

31 December

2021 2020
N'000 3'000
(3,261) (5,764)
2,808 2,503
(452) (3,261)
1,025,870 668,215
65,010 49,142
1,090,880 717,357
(85,194) (111,015)
1,005,686 606,342
(111,015) (139,479)
25,821 28,464
(85,194) (111,015)

Inventory write down/impairment represents items of inventory already impaired due to obsolescence but are now
removed from inventory as they are not reusable. Included in cost of sales is N511.31 million (2020: N621.1
million) representing inventory charged to profit or loss during the year. None of the Company's inventories has
been pledged as collateral to secure debt as at 31 December 2021 (2020: Nil). Recovery of impaired inventories
represent items which were previously partly damaged and considered impaired but were now found useful by the

19 Trade and other payables

Trade payables
Value added tax payable
Due to related party (Note 19a)

Accruals and Other payables*
Withholding tax payable

31 December

31 December

2021 2020

N'000 N'000
104,700,456 73,495,256
12,480,171 9,832,681
- 50,000

8,533,652 4,334,201
260,536 98,694
125,974,815 87,810,832

*Accruals and Other payables represent amounts owed to other vendors for non-trade services rendered to the

company which remains unpaid as at reporting date.

66



Enugu Electricity Distribution Pic
Annual Report
For the Year Ended 31 December 2021

Notes to the Financial Statements - Continued

19a

20

Related party disclosures

Amount due to related party relates to amount payable to Tokunbo Kayode Law practice owned by one of the

directors.

Borrowings

Current
Bank loans

Non-current
Bank loans

Movements on the borrowings are as follows:

As at 1 January

Additions

Interest during the period (Note 10)
Principal repayments

Interest paid

Transfer to Grants ( Note 21)

As at 31 December

Details of the bank loan is shown below:

Tenure/Interes

31 December

31 December

2021 2020
N'000 N'000
2,007,675 3,160,144
39,768,207 13,737,373
41,775,882 16,897,517
16,897,517 16,825,317
26,649,410 2,338,595
6,002,557 3,937,791
(4,051,916)  (3,667,845)
(1,853,556)  (1,287,933)
(1,868,130)  (1,248,408)
41,775,882 16,897,517

Available Draw down to Balance as at

Balance as at

Non-current t rate facility 2021 2021 2020

Loan type/ Purpose N'000 N'000 N'000

Central Bank of Nigeria -

Nigeria Electricity Market

Stabilisation Facility (CBN -

NEMSF2) 10 years/10% 26,638,908 23,775,700 24,995,291 -

Central Bank of Nigeria -

Nigeria Electricity Market

Stabilisation Facility (CBN - 10 years/ 10% 34,754,367 32,751,655 15,364,542 15,801,311

National Mass Metering

Program (NMMP) Facility 10 years / 5% 5,476,435 2,338,595 1,416,048 1,096,206
41,775,882 16,897,517
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Central Bank of Nigeria - Nigeria Electricity Market Stabilisation Facility (CBN - NEMSF)

The Federal Government of Nigeria through the Central Bank of Nigeria (“CBN"), the Federal Ministry of
Petroleum Resources, the Federal Ministry of Power and the Nigerian Electricity Regulatory Commission (“NERC")
incorporated a special purpose vehicle - NESI Stabilization Strateqgy Ltd to oversee the implementation and
repayment of the CBN-Nigerian Electricity Market Stabilization Facility (“CBN-NEMSF" "NEMSF 2" or "the
facility™). The facility is aimed at settling the outstanding payment obligations due to the market participants
during the Interim Rules Period (“IRP Debts") as well as the legacy gas debt of the PHCN generation companies
owed to gas suppliers (“Legacy Gas Debt") which has been transferred to the Nigerian Electricity Liability
Management Company Limited by Guarantee (“"NELMCO").

Enugu Electricity Distribution Plc. was the beneficiary of ¥34.75 billion facility and :¥26.64 billion. The sum of
N10.26 billion was disbursed in cash and the balance was applied to settle amount due to market participants.

Repayment of the loan is secured against the Regulator's reset of the Multi Year Tariff Order 2 (MYTO 2) by
issuing the MYTO 2.1 and the approval of the distribution companies tariff plan.

National Mass Metering Program (NMMP) Facility

In a bid to enhancing power distribution as well as reducing the commercial and collection losses, the Federal
Government flagged off the National Mass Metering Program (NMMP) in the year. Under this program, CBN is to
make available a facility of N5.476 billion which would be used to pay the meter suppliers. This facility was not
given in form of cash to the DISCOS but was used to pay the meter suppliers. EEDC utilised N2.338 billion in the
year.
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21

Government grants

Government grant relates to the loan obtained from the Federal Government of Nigeria through the Central Bank
of Nigeria (“CBN") at a rate below the prevailing market as described in note 20. The fair value of the grant was
recognized initially on the grant date and subsequently amortised on a straight line basis over the tenure of the
loan. There were no unfulfilled conditions relating to the grant as at the reporting date. The company also received
some items of property plant and equipment from Federal Government of Nigeria which has been accounted for as
a grant in line with IAS 20 (Accounting for Government Grants and Disclosure of Government Assistance). There

are no conditions yet to be met to benefit from the assets granted.

Analysis of government grant

As at 1 January 2021
20)
Recognised in income statement (Note 7)

As at 31 December 2021

Current
Non - current

As at 1 January 2020

Additions in the period ( Note
20)

Recognised in income
statement

As at 31 December 2020

Current

Non - current
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Property, plant

Borrowings & equipment Total
N'000 N'000 N'000
6,956,071 119,913 7,075,984
1,868,130 - 1,868,130
(2,160,624) (4,500) (2,165,124)
6,663,577 115,413 6,778,990
2,099,727 4,500 2,104,227
4,563,850 110,913 4,674,763
6,663,577 115,413 6,778,990
Property, plant

Borrowings & equipment Total
N'000 N'000 N'000
7,123,807 124,413 7,248,220
1,248,408 - 1,248,408
(1,416,144) (4,500) (1,420,644)
6,956,071 119,913 7,075,984
1,416,144 4,500 1,420,644
5,539,927 115,413 5,655,340
6,956,071 119,913 7,075,984
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22 Lease liabilities

Set out below are the carrying amounts of lease liabilities during the period:

2021 2020

N'000 N'000

As at 1 January 659,037 954,429
Accretion of interest (Note 10) 381,793 505,120
Additions 123,756 39,983
Payments (780,305) (840,495)
As at 31 December 384,281 659,037
Less: due within one year (315,862) (344,844)
Balance due after one year 68,419 314,193

The cashflows for the lease payments to be made during the year were reassessed and the resultant effect was

recognised in administrative expenses
The maturity analysis of lease liabilities is disclosed in Note 4.1 .

The following are the amounts recognised in profit or loss:

Depreciation expense for right-of-use assets

Interest expense on lease liabilities
Expense relating to short-term leases (included in administrative expenses

(Note 8))

Total amount recognised in profit or loss

2021 2020
%'000 000
342,700 398,049
381,793 505,120
106,495 18,458
830,988 921,627

The Company had total cash outflows for leases of NGN886.8 million in 2021 (2020:
were no non-cash additions to right-of-use assets and lease liabilities during the year.
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a

Retirement benefits obligations

Defined benefits scheme

The company provides for two end-of-service benefits namely: Gratuity benefit for every completed year of
service and long service awards (LSA). Gratuity applies only to those that have up to 5 years in the company’s
service. Following the review of employment contracts of staff effective from July 2019, gratuity is to be paid as
a percentage of annual gross salary. The percentage ranges from 30-60% depending on the number of years
spent. The Company also pays Long service award ranging from N20,000 -N100,000 depending on the number of
years spent. The company's mandatory retirement age is 60 years or 35 years's service whichever is earlier.

Voluntary retirement is possible at any time after attaining 5 years' service.

The company made provision for gratuity and long service awards (LSA) using the Projected Unit Credit (PUC)

method. The company does not maintain any assets for the gratuity plan.

The amounts recognised in the statement of financial position are as follows:

Gratuity (Note 23i)

Other long-term benefit obligation -Long Service Award-LSA (Note 23ii)

The amounts recognised in the statement of profit or loss are as follows:

Gratuity (Note 23i)

Other long-term benefit obligation -Long Service Award-LSA (Note 23ii)

Gratuity
Present value of obligations (Unfunded)

The movement in the defined benefit obligation during the year is as follows:

At 1 January

Current service cost

Interest cost

Actuarial (gains)- change in Assumptions
Actuarial (gains)- experience adjustment
Benefits paid

At 31 December

Amount recognised in profit or loss:
Current service cost
Interest cost
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31 December

31 December

2021 2020
N'000 N'000
480,431 519,234
46,604 50,426
527,035 569,660
138,719 210,719
14,181 11,302
152,899 222,021
480,431 519,234
519,234 801210
98,468 104,634
40,251 106,085
(65,576) 13,774
(87,850) (446,416)
(24,095) (60,053)
480,431 519,234
98,468 104,634
40,251 106,085
138,719 210,719
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Remeasurement gains recognised in other comprehensive income are shown

below:

Actuarial (gains)/losses on liabilities during the year:
- Due to change in financial assumption

- Due to change in experience

Amount recognised OCI

Actuarial Assumptions

31 December

31 December

Principal actuarial assumptions at the reporting date (expressed as weighted averages) were as follows:

Long-term average discount rate (p.a.)
Future salary increases (p.a.)

Rate of inflation (p.a.)

Number of qualifying staff

2021 2020
N'000 N'000
(79,559) 13,774
(91,230) (446,416)
(170,789) (432,642)
2021 2020
13.5% 8.0%
12.0% 8.0%
12.0% 12.0%
1,711 1,771

Assumptions regarding future mortality are set based on rates published in the A67/70 Ultimate Tables, published
jointly by the Institute and Faculty of Actuaries in the UK.

Sample Age

25

30

35

40

45
Withdrawal from service
Age band
Less than or equal to 30
31-39
40-44
45 - 59
60 -60

72

7
7
9

14

26

Rates

4%
3%
2%
1%
0%

Number of deaths in year
of age out of
10,000 lives
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Sensitivity analysis:

The effect of adjusting the assumptions used on the defined benefit obligations were as follows:

Sensitivity analysis on Accrued liability:

See weighted average on Acturial

Base Assumbtions above
Discount rate 1%

-1%
Salary increase rate 1%

-1%
Mortality experience 1%

-1%

Age rated up
by 1 Year
Age rated
down by 1
year

2021
N'000
480,431

438,588
528,905

531,493
435,754

481,514

479,458

2020
N'000

519,234

468,838
578,482

580,562
466,230

520,096

518,462

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions
constant. In practice, this is unlikely to occur, and changes in some of the assumptions may be correlated. When
calculating the sensitivity of the defined benefit obligation to significant actuarial assumptions the same method
(present value of the defined benefit obligation calculated with the projected unit credit method at the end of the
reporting period) has been applied as when calculating the pension liability recognised within the statement of

financial position.
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Other long-term benefit obligation (Long Service Award-LSA)

Present value of obligations (Unfunded)

The movement in the defined benefit obligation during the year is as follows:

At 1 January

Current service cost

Interest cost

Benefit paid by the employer

Actuarial (gains)- change in Assumptions
Actuarial (gains)- experience adjustment

At 31 December
Amount recognised in profit or loss
Current service cost

Interest cost
Other adjustment

Actuarial Assumptions

Principal actuarial assumptions at the reporting date (expressed as weighted averages) were as follows:

Long-term average discount rate (p.a.)
Future salary increases (p.a.)

Rate of inflation (p.a.)

Number of qualifying staff

2021 2020
N'000 N'000
46,604 50,426
50,426 40,544
10,481 10,725
3,700 5,437
(640) (1,420)
(13,983) (2,967)
(3,380) (1,893)
46,604 50,426
10,481 10,725
3,700 5,437

- (4,860)
14,181 11,302
2021 2020
7.5% 7.5%
8.0% 8.0%
12.0% 12.0%
1,711 1,771

Assumptions regarding future mortality are set based on rates published in the A67/70 Ultimate Tables, published
jointly by the Institute and Faculty of Actuaries in the UK.
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Withdrawal from service
Age band

Less than or equal to 30
31-39

40- 44

45 - 59

60 -60

Sensitivity analysis:

Rates

4%
3%
2%
1%
0%

The effect of adjusting the assumptions used on the defined benefit obligations were as follows:

Sensitivity analysis on Accrued Liability:

2021
DBO 'N'000
See weighted average on Acturial 46,604
Base Assumptions above
Discount rate 1% 44,505
-1% 48,895
Mortality experience 1% Age rated up 46,501
by 1 year
Age rated
-1% down by 1 46,669
year

2020
DBO 'N'000
50,426

47,300
53,916

50,285

50,552

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions
constant. In practice, this is unlikely to occur, and changes in some of the assumptions may be correlated. When
calculating the sensitivity of the defined benefit obligation to significant actuarial assumptions the same method
(present value of the defined benefit obligation calculated with the projected unit credit method at the end of the
reporting period) has been applied as when calculating the pension liability recognised within the statement of

financial position.

24 Share capital
Minimum issued share capital:
10 million Ordinary shares of 50 kobo each

Issued:
10 million Ordinary shares of 50 kobo each

75

31 December

31 December

2021 2020
N'000 000
5,000 5,000
5,000 5,000
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25

26

€))

31 December

31 December

2021 2020

N'000 N'000
Cash generated from operations
Reconciliation of (loss)/profit before income tax to cash used in operations:
(Loss)/profit before income tax (39,796,915) 181,778,410
Adjustments for:
Depreciation (Note 13) 1,750,380 1,655,671
Depreciation right-of-use-asset (Note 15) 342,700 398,049
Amortisation of intangible asset (Note 14) 91,893 89,921
Impairment of financial assets (Note 9) 19,096,017 16,409,018
Revenue shortfall (Note 5) (21,375,000) (247,424,000)
Recovery of impaired inventory (Note 18) (25,821) (28,464)
Exchange gain (Note 7) - 424)
Interest expense 30,894,165 20,699,678
Interest income (Note 10) (42,847) (63,401)
Other income (grant) (Note 7) (2,165,124) (1,420,644)
Unwinding of discount(Note 10) 381,793 505,120
Minimum tax levy (note 11) 299,549 792,240
Interest and current service cost on employee benefits (Note 23) 152,899 222,021

Adjustments for changes in working capital:
Increase in trade and other receivables

(37,702,753)

(28,535,687)

(Increase)/ decrease in inventories (373,523) 39,646
Increase in trade and other payables 39,322,913 65,487,826
Cash (used in )/generated from operations (9,149,673) 10,604,980

Related party transactions

The Company's key related parties are its shareholders (Interstate Electrics Limited, Bureau of Public Enterprises
(BPE) and Ministry of Finance Incorporated (MOFI)) and directors. Interstate Electrics Limited's 6 million shares is
jointly owned by Chrome Consortium Energy Nigeria Limited- 40%, Powerhouse International Limited-20%,
Metropolitan Electricity Authority (MEA) - 20%, Vivesti International Limited - 10% & Dahila Concepts Limited -
10%.

Related party transactions for the year ended 31 December 2021:

Operator of the Nigerian Electricity Market (Market operator or MO)

Operator of the Nigerian Electricity Market is an operational arm of the Transmission Company of Nigeria (TCN).
TCN is owned by the Federal Government of Nigeria, through BPE and MOFI.

The Company was charged for electricity ancillary services provided by the Operator of the Nigerian Electricity
Market of 3¥20.03 billion during the year (2020: }18.77 billion). The amounts payable to Market Operator (MO) as
at 31 December 2021 was ¥41.8 billion (2020: N¥43.20 billion). The amount paid to MO during the year was 5¥20.9
billion (2020: N8.48 billion).
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(b) Key management compensation

Key management includes the Directors (executive and non-executive). The compensation paid or payable to key
management for employee services is shown below:

31 December 31 December

2021 2020
N'000 N'000
Remuneration paid to the Company's Directors was:

Salaries and wages 293,170 448,348
Other emoluments (excluding pension contributions) 43,976 237,795
Post-employment benefits - -
337,146 686,143

Fees and other emoluments disclosed above includes amount paid to:
Highest paid director 124,001 358,635

31 December 31 December

2021 2020
Number Number
The number of Directors who received fees and other emoluments (excluding
pension contributions) in the following ranges was:
¥10,000,001 - ¥20,000,000 6 5
¥20,000,001 - 830,000,000 1 1
Above ¥30,000,000 1 1
8 7
There was no other compensation paid during the year.
There were no loans to key management personnel.
©) Employees information
(0] The average number of persons employed by the Company during the year was
as follows:
Management 18 14
Senior staff 290 172
Junior staff 1,647 1,702
1,955 1,888
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€))

(b)

Staff cost

Salaries and allowances (including the executive Directors emoluments).

Cost of sales ( Note 6)

Administrative expenses ( Note 8)

Defined employee benefit costs (Note 8)

Pension costs- defined contribution plans ( Note 8)

31 December

31 December

2021 2020
2,095,031 2,227,025
5,023,631 4,427,719

152,899 222,021
257,550 245,577
7,529,111 7,122,342

The table below shows the number of employees (excluding directors) who received remuneration in the following

ranges:

Below 1,000,000
¥1,000,000 - &3,000,000
¥3,000,001 - ¥4,000,000
¥N4,000,001 - 85,000,000
Above 85,000,000

Capital commitments and Contingent liabilities

Capital commitments

The Company had no capital commitments as of the balance sheet date (2020:Nil).

Operating lease commitments of the Company as a lessee

31 December

31 December

2021 2020
Number Number
551 540
1,096 1,061
192 187

32 31

84 69
1,955 1,888

The Company leases cars under a cancellable operating lease contract. The lease terms are between 1 and 4
years, and the lease agreements is renewable at the end of the lease period at market rate.

The future aggregate minimum lease payments under cancellable operating leases is circa of ¥619.97 million

annually.
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Going concern

The Company made a loss after tax of ¥39.8 billion (2020 profit after tax: N¥177.76 billion). As at date, the
Company had net current liabilities of N71.4 billion (2020: N53.01 billion) and net liabilities of ¥66.69 billion
(2020: N27.06billion). The Company's historical losses resulted from a lack of cost reflective tariff being charged
by the company due to the existing pricing regime, high aggregate technical, commercial, and collection losses as
well as significant interest expense on loans ,borrowings, and unpaid NBET invoices.

In a bid to resolve the issues, the regulator has sought to make tariffs more cost- reflective from 1 January 2022
going forward by issuing an order (No. NERC/298/2021) which calculated an under recovery for the entity of
NGN21.35 billion for the year 2021. The profit in the prior year was therefore as a result of the tariff correction
being recognised as income in the prior year and also to offset the liability owed to the supplier by the company as
provided by the order. In addition, the requlator approved higher tariff rates in the year that will improve the
company's ability to earn a return for its investments.

Management's plan to address the technical losses is to create more sub-feeders for improved efficiency and
power supply in feeder load management. Other plans include the upgrade of substations and the construction of
new injection substations. Management has provided some sub-feeders in feeder load management and has
upgraded some substations during the year 2021, and this is expected to be a continuous exercise on a yearly
basis.

The company in conjunction with several Meter Asset Providers have embarked on massive provision of prepaid
meters to existing customers who are unmetered or who do not have meters, in order to address the commercial
losses. Between 2021 and 2022 a total of over 3,523 units of various ratings of meters have been installed and
are already impacting on the revenue collections, the installation of meters is forecasted to continue into the
future. Presently the company has keyed into the National Mass Metering Program of the Federal Government of
Nigeria. Meters are presently massively deployed and installed for our customers.

The introduction of collection agents and the project relating to the prepaid meters will bring about an increase in
collections, enhance the billing capabilities of the company, and increase collection efficiency, thereby reducing
the receivables and impairment charged on receivables. If successful, this would address the collection losses.
The target of this plan is for the company to reduce Aggregate Technical, Commercial and Collection (ATC&C)
losses.

Overall, management’s forecasts indicate that losses can be reduced, and profitability improved with current
forecasted tariffs and cost rates provided. Revenue continues to grow, technical losses continue to decrease, and
that collectability improves from the rollout of the prepaid meters. This is expected to be achieved within the next
24 months and is critical to the achievement of the entity's profitability.

However, the ability of the company to fully execute these plans is thus dependent on the availability of funding
to execute the plans (i.e., dependent on the company receiving additional funding and or support from the Federal
Government of Nigeria and other shareholders). The company is making an effort to secure additional funds but
has received no commitment from the proposed lender at the moment. The current forecasts are based on the
current tariffs which were increased in the current year. Therefore, risks on profitability would be further reduced
on further positive outcomes on tariff regulations to continue to move the tariffs to a more cost reflective rate.
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30

These conditions indicate the existence of material uncertainty which may cast significant doubt on the
Company’s ability to continue as a going concern and, therefore may be unable to realise its assets and discharge
its liabilities in the normal course of business.

The President of the Federal Republic of Nigeria established a collaboration between the Federal Government of
Nigeria and Siemens to help the Electricity Distribution Companies in Nigeria (including the company) reduce
technical and commercial losses through the introduction of modern technology in the electricity sector. Siemens
is to execute a three-phase project via the upgrade of the transmission and distribution networks (T&D) to deliver
more megawatts of electricity to consumers/end-users. These initiatives would therefore potentially increase
revenue and efficiency through a reduction in technical losses. This project already signed with Nigerian
government is however uncertain when it will be implemented.

The financial statements are prepared on the basis that the company will continue to be a going concern. This
basis of preparation presumes that the company will achieve its plans, realise its assets and discharge its liabilities
in the ordinary course of business.

Events after the reporting date

No events or conditions have occurred since the end of the reporting period, which would have a material effect
upon the financial statements at that date or which need to be mentioned in the financial statements in order to to
make them not misleading as to the financial position or results of operations.

Guarantees

The company has guarantees given on its behalf by First Bank of Nigeria Limited as detailed below:

Issue date Expiry date Beneficiary's name Amount (NGN)
9-Feb-15 As long as any Nigerian Bulk Electricity Trading| 6,368,110,334

amount is owed Plc (NBET)

by EEDC to

NBET under

the contract

Market Operator, Transmission

2-Jul-19 5-Aug-21 Company of Nigeria 2,433,099,975
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Value added statement

Turnover
Other income

Bought in materials and services
Value (lost)/added
Applied as follows:

Employees
Salaries and wages

Government
Taxation

Maintenance of assets

Depreciation property,plant and equipment
Depreciation of right-of-use assets
Amortisation of intangibles

Retained for future growth and expansion
(Loss) /profit attributable to members

Value (lost)/added

31 December

31 December

2021 2020

X000 % ¥'000 %
119,252,899 314,998,766
2,731,919 1,897,252

(151,768,100)

(125,059,385)

(29,783,282) 100 191,836,633 100
7,529,111 (25) 7,122,342 4
299,549 @ 4,806,204 3
1,750,380 ®) 1,655,671 1
342,700 @ 398,049
91,893 ©) 89,921 -
(39,796,915) 134 177,764,446 93
(29,783,282) 100 191,836,633 100

Value (lost)/added represents the wealth (consumed)/created by the company through its own efforts
and those of its employees. This statement shows the distribution of the (loss)/wealth through the use
of the company's assets by its own employees' effort and the allocation of wealth (consumed)/created
among employees, providers of capital, government and the proportion retained for the future creation

of more wealth.
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STATEMENT OF FINANCIAL POSITION
31 December

31 December 31 December 31 December

31 December

2021 2020 2019 2018 2017
N'000 N'000 N'000 N'000 N'000

ASSETS EMPLOYED
Non-current assets 49,743,752 46,226,986 45,614,370 43,821,598 40,506,449
Current assets 64,661,554 45,076,923 31,514,250 26,774,613 63,165,255

(136,053,864)
(45,038,424)

Current liabilities
Non-current liabilities

(98,088,200)
(20,276,566)

(261,654,433)
(20,732,133)

(189,919,129)
(21,384,232)

(136,566,263)
(17,701,755)

(66,686,983)

(27,060,857) (205,257,945) (140,707,150)

(50,596,314)

CAPITAL AND RESERVES
Share capital
Accumulated losses

5,000
(66,691,983)

5,000 5,000 5,000
(27,065,857) (205,262,945) (140,712,150)

5,000
(50,601,314

(66,686,983)

(27,060,857) (205,257,945) (140,707,150)

(50,596,314)

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

31 December

31 December 31 December 31 December

31 December

2021 2020 2019 2018 2017

N'000 N'000 N'000 N'000 N'000
Revenue from contract
with customers 119,252,899 314,998,766 57,232,437 54,779,736 59,696,060
(Loss) /profit
before tax (39,497,366) 181,778,410 (64,550,795) (57,198,797) (24,498,089)
Tax expense - (4,013,964) - - -
Total comprehensive
(loss)/ income (39,626,126) 178,197,088 (64,847,895) (24,498,089) (31,091,648)
Basic (loss)/earnings
per share (Naira) (3,980) 17,776 (6,455) (5,720) (2,450)
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