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The Honorable Minister of Finance, Budget & Plc(nnln
Federal Ministry of Finance i z
Ahmadu Bello Way »
Central Business District W

Abuja, Nigeria.
Afin: Director, Ministry of Finance Incorporated (MOF!)

1S
— PEI-NPK LIMITED 2021 AUDITED FINANCIAL STATEMEN

We present the warm compliments of the Nigeria Sovereign Investment Authority
(“NSIA" or “The Authority").

| 2. We are by this letter submitting the 2021 Audited Financial statements of PFI-NPK

Limited, the entity set up to manage the Presidential Fertilizer Inifiative (PFl) on behalf of
the Government.

3. The 2021 Audited financial statements comprises of 5 primary statements namely:

i Statement of Comprehensive Income (SCI),
il “Statement of Financial Position (SFP).

ii. Statement of Changes in Equity,

iv. Statement of Cashflows and

i v. Notes to the Financial Statement.

\15
4, We respectifully request the Honorable Minister to note:
i. The enclosed copy of the 2021 Audited Financial Statements for PF-NPK Limited.

5. The Authority remains grateful for your guidance and support over the period and
please do accept the assurances of our esteemed regards.

Aminu Umar-Sadiq
Managing Director & Chief Executive Officer

Enclosure 1: {5 Copies) PFI-NPK Limited Annual report and financial statements for the year ended 31 December 2021

Board of Directors
Chairman: Farouk Gumel
Managing Director: Aminu Umar-Sadiq (Chief Executive Officer)
Executive Director: Kolawole Owodunni (Chief Investment Officer); Bisi Makoju (Corporate Services & Operations)
Non-Executive Directors: kem Isiekwena; Ali Goni Kadugum; Kabir Oniyangi; Dr. Ogechi Paschal-Ejiogu; Sir Bahatunde Sobamows
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PFI-NPK Limited
Annual report and financial statements for the year ended 31 December 2021

Directors’ report

1 Financial statements

The Directors present their annual report on the affairs of PFI-NPK Limited ("the Company"), together with the audited

financial statements and independent auditor's report for the year ended 31 December 2021

2 Principal activities

PFI-NPK Limited (formerly known as NAIC-NPK Limited) was established to stimulate local production of NPK
fertilizer by reviving the local blending fertilizer industry, making fertilizer available for Nigerian farmers at affordable
prices, and epsuring NPK fertilizer is available for farmers in time for wet season farming, PFI-NPK Limited was set up
by the Nigeria Sovereign Investment Authority of Nigerja (NSIA) through its gubsidiaries NSIA Agricultural Investment
Company Limited (NAIC) and NSIA Property Investment Company Limited. The Company is now fully (100% equity)
owned by the Ministry of Finance Incorporated (MOFI), following the transfer of ownership to the Ministry of Finance
Incorporated which became effective on 30 September 2021. The transfer of ownership necessitated the change of name

from NAIC-NPK Limited to PFI-NPK Limited.

The principal activities of PFI-NPK for the year under review were gales of fertilizers, purchase, and sales of raw

materials i.e., DAP, MOP, GAS, and urea.

3 Operating results
The following is the summary of the Company's results:

31 December 31 December
2021 2020
N'ooo N'ooo
Revenue 174,425,807 86,974,424
Gross profit/(loss) 10,719,231 (11,794,089)
Operating profit/(loss) 3,772,449 (15,290,482)
Profit for the year 9,966,788 -
Total comprehensive income for the year 9,066,788 -
T T ]

4 Directorate

The directors in office during the year and as at the date of this report are as follows:

Directors Designation Nationality

Mr, Alexandta'r Musa Adeyemi Executive Nigerian Appointed 08 July, 2021
Mr. Uche 01?1 ' Managing Nigerian Tenor expired 07 July, 2021
Mrs Stella Ojekwe-Onyejeli Executive Nigerian Tenor expired 07 July, 2021

S e




PFI-NPK Limited
Annunl report and financial statements for the year ended 31 December 2021

Direclors’ report - continued

Directors' interests in contracts

For the purpose of Section 303 of the Companies and Allied Matters Act of Nigeria 2020, none of the Directors had
direct or indirect interest in contracts or proposed contracts with the Company during the period.

Dividends
Total dividend of N5.03 billion was declared for the financial year ended 31 December 2021 (31 December 2020: Nil).

Auditors

The company's auditors, Messrs PricewaterhouseCoopers have expressed their willingness to continue in office as the
Company's auditors in accordance with Section 401(2) of the Companies and Allied Matters Act of Nigeria 2020.

Employee information

The Company has no employees during the years ended 31 December 2021 and 31 December 2020, all Company’s
activities are undertaken by consultants, In 2021, The Company entered into a management agreement with the Nigeria
Sovereign Investment Authority (NSIA) to help manage its activities. This agreement also covers the management
activities provided by NSIA in the year 2020. Expenses incurred for services rendered by consultants and managers
have been disclosed in Note 12,

Subsequent events : # * ;
The Company obtained a loan of N2o billion Naiara from NSIA Investment Management Company Limited as a stop

gap funding, pending the Central Bank of Nigeria (CBN) disbursement of the Real Sector Support Facility (RSSF) loan
that was initiated by the Company, to facilitate its purchase of raw materials. The 12% interest loan is a bullet six-month

tenured loan.

Mrs. wa Okoroafor
Company Secretary
FRCN/2016/NBA/00000015045
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PFI-NPK Limited

. ccember 2021
Annual report and financial statements for the year ended 31D

Corporate responsibility for financial reporting

panies and Allied Matters Act (CAMA), No. 3 of 2020, we

In compliance with the requirements of section 405(1) the Com ded December 31, 2021 and

i i i he year en
hereby certify that the Directors have reviewed the audited Financial Statements for the Y
to the best of their knowledge:

i mit to state a material
() the audited Financial Statements do not contain any untxlne stntemcx‘u of mtater::;l“fla::;te :);, ;ich oo st
fact, which would make the statements misleading, in the light of the circumstanc
made;

tal i i i resent, in all
(i) the audited Financial Statements and all other financial mfon.\mtion included in the statecx‘nfex:ttsh{zwl)l{iga ezsve,r Ty
material respects, the financial condition and results of operation of the Company as of and fo p
the audited Financial Statements;

(iii) the Directors are responsible for cstablishing and maintaining internal controls and have designed such internal

controls to ensure that material information relating to the Company are disclosed, particularly during the period in
which the audited financial statement report is being prepared;

(iv) the Directors have evaluated the effectiveness of the Company's internal controls within g0 days prior to the date of
its audited Financial Statements, and certify that the Company's internal controls are effective as of that date;

(v) the Directors have disclosed to the Company's auditors and audit committee;

(vi)

the Directors have indicated if there were significant changes in internal controls or in other factors that could

significantly affect internal controls subsequent to the date of their evaluation, including any corrective actions with
regard to significant deficiencies and material weaknesses.

The audited Financial Statements for the year ended December 31, 2021, were approved and authorised for issue by the
Directors On ......eccsennnsy 2022,

Signed on behalf of the directors by:

) N
W e —
Mr. Alexander MYsa Adeyemi mni
Director

FRCN/2021/003/00000022813




PFI-NPK Limited
Annual report and financial statements for the year ended 31 December 2021

Statement of Directors’ responsibilities

The Companies and Allied Matters Act 2020 (CAMA), requires the Directors to prepare annual report and financial
statements for cach financial year that give a true and fair view of the state of financial affairs of the Company at the end of
the year and its profit or loss. The responsibilities include ensuring that the Company:

i. Keeps proper accounting records that disclose, with reasonable accuracy, the financial position of the Company and
comply with the requirements of the Companies and Allicd Matters Act 2020 (CAMA);

ii. Establishes adequate internal controls to safeguard its assets and to prevent and detect fraud and other irregularities;
and

jii. Prepares its financial statements using suitable accounting policies supported by reasonable and prudent judgements
and estimates, that are consistently applied.

The Directors accept responsibility for the annual report and financial statements, which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgements and estimates, in conformity with the
International Financial Reporting Standards as well as the requirements of the Companies and Allied Matters Act 2020
(CAMA) and the Financial Reporting Council of Nigeria Act.

The Directors are of the opinion that the annual report and financial statements give a true and fair view of the state of the
financial affairs of the Company and of its profit for the year. The Dircctors further accept responsibility for the maintenance
of accounting records that may be relied upon in the preparation of annual report and financial statements, as well as
adequate systems of internal financial control.
Nothing has come to the attention of the Directors to indicate that the company will not remain a going concern for at least
twelve months from the date of this statement.

Signed on behalf of the Directors by:

Director
FRCN/2021/003/00000022813

30 June ...,
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Independent auditor’s report ke
To the Members of PFI-NPK Limited ' ;;

Report on the audit of the financial stﬂatemﬂe_r}fs o= e T

e e

Ou“rf)pi‘ﬁio}zm .

. v d fair view of the financi
et smited’s (¢ <™ financial statements give 2 trueanc ncial
Inour opinion, PFI-NPK Limited’s (“the company's ) ¥ ce and its cash flows for the year

. i ncial perforr
osition of the company as at 31 December 2021, and of. jts financt . :
fhen ended in accf)rdznce with International Financial Reporting Standards and the requirements of the

Companies and Allied Matters Act and the Financial Reporting Council of Nigeria Act.

‘What we have audited

PFL-NPK Limited’s financial statements comprise:

. the statement of financial position as at 31 December 2021;

o the statement of comprehensive income for the year then ended;
« the statement of changes in equity for the year then ended,;

o the statement of cash flows for the year then ended; and

« the notes lo the financial slatements, which include a summary of significant accounting policies.

Fasts for opinion )

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’s responsibilities for the audit of the financial
statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Independence

We are independent of the Company in accordance with the International Code of Ethics for Professional
Accountants (including International Independence Standards), i.e. the IESBA Code issued by the Tnternational
Ethics Standards Board for Accountants. We have fulfilled our other ethical responsibilities in accordance with
the IESBA Code.

Other information -

'_I‘he direqtors are responsible for the other information. The other information comprises the General
1nfonna’tu_)r_1,.Dxrectors’ report, Corporate responsibility for financial reporting, Statement of directors’
respoqmbﬂmes, Statement of value added and Five-year financial summary , but does not include the
financial statements and our auditor’s report thereon. :

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

In cor.mection with our audit of the financial statements, our responsibility is to read the other information <
1dent1ﬁed above and, in doing so, consider whether the other information is materially inconsistent withthe
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 tha i
I, : . ! t there is a material mi this oth
information, we are required to report that fact. We have nothing to report in thi‘:i?gt:tr'gem . :
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Responsibilities of the directors and those charged with governance for the finaneial
statements

The directors are responsible for the preparation of the financial statements that give a true and fair view in
accordance with International Financial Reporting Standards and the requirements of the Companies and
Allied Matters Act, and for such internal control as the directors determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

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

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

Auditor’s responsibiitios for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
scepticism throughout the audil. We also:

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

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

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

e Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the company’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future

events or conditions may cause the company to cease to continue as a going concern.

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

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant andit findings, including any significant deficiencies in internal control that
we identify during our audit.
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Report on other leg al and reg ing out our audit we consider and report to yoy g+

i at in car
The Companies and Allied Matters Act requires that 11.¢ ry

the following matters, We confirm that

i) have obtained all the information and explanations which to the best of our knowledge and beljef Viegs,
i) wehav i

dit; |

necessary for the purposes of our audit; o

) the company has kept proper books of account, 0 far as appears from our examination of 'fhose books ang
i & B

i \ not visited by us;
returns adequate for our audit have been received from branches Yy us;

i g and o T
iii) the company’s statement of financial position and statement of profit or loss ther comprehensive
income are in agreement with the books of account and returns.

For: PricewaterhouseCoopers 18 October 2022

Chartered Accountants
Lagos, Nigeria

Engagement Partner: Osere Alakhume
FRC/2013/ICAN/00000000647




PFI-NPX Limited
Annonal report and financial statements for the year ended 31 December 2021

STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 DECEMBER 2021

31 December 31 December
2021 2020
Notes Napo Nage
Revenue 7 174,425,807 86,974,424
Cost of sales 8 (163,706,576 (98,768,513)
Gross profit/(loss) 10,719,231 (11,794,089)
Net foreign exchange loss 9 (2,657,021) (2,516,083)
Impairment charge on financial assets 10 (627,103) (711,711}
Administrative expenses 1 (3,662,658) (168,509)
Operating profit/(loss) 3,772,449 (15,190,482)
Investment income 12 - 518,112
Other income . 13 8,730,916 18,052,069
Interest expense 14 (2,507,182) (3,379,699)
Profit before tax 9,096,183 -
Income tax expense 151 (29,395 2
Profit for the year i : 9,966,788 -
Total comprehensive income for the year . 23266,788 -
Total comprehensive income for the year attributable to equity
holders of the company 9,066,788 _ -

The accompanying notes on pages 13 to 50 form an integral part of these financial statements

Mo mm e saeseemd oo



PFI-NPK Limited

Annual report and financial statements for

Statement of financial position
As at 31 December 2021

the yecar ended 31 December 2021

31 December' g1 December
2021 2020
! N'oo
Notes N'oo0 0
Asscts
Current assets
Cash and cash equivalents 16 50,206,439 3;1(;8126,799
Trade receivables 17 54,222,823 2,8 3.031
Other receivables 18 16,228,100 32,500,082
Inventories 19 9,636,203 10,516,884
Deferred tax asset 15.3 357,018 -
Total assects 130,651,483 94,491,706
Liabilities
Non-current liabilitics
Other payables 22 - 9,264,159
Interest bearing borrowings 23 7,813,055 16,184,977
7,813,055 25,449,136
Current liabilities
Trade payables 21 630,274 15,140,301
Other payables 22 67,089,860 50,055,063
Interest bearing borrowings 23 5,697,139 3,846,206
Interest-bearing short-term borrowings 24 44,093,757 -
Current tax liabilities 15.2 387,313 -
117,898,343 69,041,570
Total liabilities 125,711,308 94,490,706
Equity
Share capital 25 1,000 1,000
Accumulated profit 26 4,939,085 -
Total equity 4,940,085 1,000
Total equity and liabilitics 130,651,483 04,491,706

The financial statements on pages 10 to 53 were approved and authorised for issue by the Board of Directors on

................................... and signed on i

y:

Director
FRC/2021/ICAN /00000022813

Additionally certified by:

Mrs. Olubisi Makoju
FRC/2014/ICAN/00000005765

Financial Controller, Nigeria Sovereign Investment Authority

The accompanying notes on pages 13 1o 50 form an integral part of these financial statements




PFI-NPK Limited

Annnal report and financial statements for the year ended 31 December 2021

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2021

Share Accumulated Total
capital Profit equity
N'ooo N'oo0 N'oo0
31 December 2021
Balance at 1 January 2021 : 1,000 = 1,000
Profit for the year - 9,966,788 9,066,788
Total comprehensive income for the year - 9,066,788 9,966,788
Transactions with equity owners of the
Company
Dividends declared - (5,027,703) (5,027,703)
Balance at 31 December 2021 1,000 4,939,085 4,940,085
31 December 2020
Balance at 1 January 2020 1,000 - 1,000
Profit for the year - - -
Total comprehensive income for the year - - -
Balance at 31 December 2020 1,000 - 1,000

The accompanying notes on pages 13 to 50 form an integral part of these financial statements
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D 31 DECEMBER 2021
STATEMENT OF CASH FLOWS FORTHE YEAR, ENDED 31 DI it
31 December 31 Decembey
2021 2029
Notes N'ooo N'oag
Cash flows from operating activities 9,096,183
Profit before tax .
justments for:
gggforeign exchange Joss 9 2‘657’021 2,516,083
Interest income 2 o BB (518,112)
Interest expense 14 ( 65607’ ) 3,379,699
Benefit from below market Joan 13 2,664,749, (2,453,484)
Movements in operating assets/liabilitics
Increase in trade receivables (38,033,782) (15,966,622)
Decrease/(increase) in other recelvables 16,670,882 (16,201,676)
Decrease/(increase) in inventories 880,681 (5,901,237) .
(Decrease)/increase in trade payables (14,510,027) 14,928,408
Increase in other payables X 2,742,935 25:321,206
- Net cash (used in)/generated from operating activities (19,753,674) 5,014,265
Cash flows from investing activities
: Decrease in investments 17 z 9,302,663
| Interest received 13 - 518,112
i Net cash generated from investing activities - 9,820,775
j Cash flows from financing activities
i Proceeds from short-term borrowings 24 44,093,757 -
Repayment of borrowings 234 (5,750,000) (5,750,000)
i Change in cileferted income on RSSF borrowings 2,664,749 2,453,484
Interest paid 231 (3,278,171) (731,898)
Net cash generated from/(used in) financing nctivities o o028
Net cash mavement for the year 17,976,661 10,806,626
E Cash and cash equivalents at the beginning of the year 34,886,799 26,596,256
{ Effect of exchange rate movement (2,657,021) (2,516,083}
} Total cash and cash equivalents at end of the year 16 0,206 886
i
z Cash and cash equivalents comprise:
; Bank balance So.gnBAT 886
0,206 886

PFI-NPK Limited
Annual report and financial s

tatements for the year ended

31 December 2021

The accompanying notes on pages 13 ta 50 form an integral part of these financial statements
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PFI-NPK Limited

Annual report and financial statements for the year ended 31 December 2021,
Notes to the financial statements

1 General information

PFI-NPK Limited (‘the Company’) is domiciled in Nigeria. PFI-NPK Limited was incorporated as NAIC-NPK Limited in
Nigeria under the companies and allied matters Act (CAMA) CAP 20 Laws of the Federation of Nigeria, 2020. The
Company’s registered address cum business address is the Clan Place, 4th floor, Plot 13864, Tigris Crescent, Maitama,
Abuja.

The Company was established to stimulate local production of NPK fertilisers by reviving the local fertiliser blending
industry, so as to make fertilisers available to Nigerian farmers at affordable prices and to ensure NPK fertiliser is available
to farmers in time for wet season farming, The Federal Government through the office of the Chief of Staff subsequently
restructured the company's business to include sales of fertilisers and special blends.

Following an approval issued by the Office of the Chief of Staff of the Federal Republic of Nigeria to restructure the
Presidential Fertilizer Initiative for which NAIC-NPK was established. The business operations of NAIC-NFPK, which is the
sale and delivery of fertilizers to agro dealers, has been transferred to the Ministry of Finance Incorporated (MOFI).
Consequently, the name of the entity changed to PFI-NPK Limited and is no longer a subsidiary of NSIA but is now wholly
owned by MOFI effective 30th September 2021.

The principal activities of the Company for the year under review include sales of fertilisers, and sales of raw materials i.e.,
DAP, MOP, GAS, and urea,

2 Structure and contents of the financial statements

The finaneial statements comprise: .

(2) A statement of comprehensive income for the year;

(b) A statement of financial position at the end of the year,

(c) A statement of changes in equity for the year;

(d) A statement of cagh flows for the year;

(e) Notes, comprising a summary of significant accounting policies and other explanatory information.

3 Busixs of preparation
3.1 Statexment of compliance

The financial statements of PFI-NPK have been prepared in accordance with International Financial Reporting Standards
(IFRS), including International Accounting Standards and Interpretations issued by the International Financial Reporting
Interpretations Committee (IFRIC) applicable to companies reporting under IFRS, Further standards may be issued by the
International Accounting Standards Board (IASB) and may be subject to the interpretations issued by the IFRIC.

The preparation of financial statements in conformity with IFRS requires the use of accounting estimates, It also reguires
the Company to exercise its judgement in the process of applying the Company’s accounting policies and making any
estimates. Changes in assumptions mey have a significant impact on the financial statements in the period the assumptions
changed. Management believes that the underlying assumptions are appropriate and that the Company's financial
statements are fairly presented. The areas involving a higher degree of judgement or complexity, or areas where
assumptions and eatimates are significant to the financial statements are disclosed in note 5.16.

3.2 Basis of measurement

The financial statements have been prepared on the historical cost basis.

13
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PFI-NPK Limited
i ‘ cember 2021
Annual report and financial statements for the ycar ended 31 De

Notes to the financial statcments

3 Basis of preparation - continued

3.3 Foreign currency translation
i) Functional and presentation cirrencys

. i the primary sconomic environment i wh:
i i tatements are measured using the currency of n whigh
gxim&ﬁﬁfgﬁ:e:éﬁ?fﬂf ftlx:cu::;l currency’). The Compuny's functional currency is the Nigerian Naira, The fingy il

statements are presented in Naira which is the Company’s presentation currency.

All financial information presented in Naira have becn rounded to the nearest thousands, except otherwise indicateq,

if) Transactions and balances:
Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of
the transactions or valuation where items are re-measured.
Non-monetary items thet are measured at fair value in a foreign currency are translated using the exchange rates at the
date when the fair value was detcrmined. Translation differences on asscts and labilitles carried at fuir value are reported
as part of the fair value gain or loss.

3.4 Changes in accounting policy

The Company has consistently applied the accounting policies as set out in Note 4 to all periods pregented in the financial
statements.

The Company has adopted the following new standards and amendments including any consequential amendments to
other standards.

3.5 New Standards, amendments and Interpretations

The‘ C:!mpany has not applied new standards and amendments for the first time which are effective for annual periods
beginning on or after 1 January 2021.

3.6 Standards and interpretations not yet effective

The standards and interpretations that are issued, but not yet effective, up to the date of issuance of the Company’s

gangial statements are disclosed below. The Company intends to adopt these standards, if applicable, when they become.

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

In January 2020, the IASB issued amendments to para; i uirem il
liabilities as current or non-current. The amendmelx)xts cgll:ipf;lf 691076 of IAS 1 to specify the req ents for dasslfymsv

- Y'hhat is r:hwnt by a right to defer settlement
~That ari ttodefermusteﬁstattheendofthere i i

: defel f porting period

; %2: 21:1??:‘;&(: is lmﬂffﬂﬂedgy the likehhood‘ that. on entity will exercise its deferral right

. ! bedded' derivative in a convertible Liability is itself an equity instrum: uld the terms
impact its classification : L S e

The amendments i : g
mﬂospmﬁveI;?Th?éof;x;eisfmﬂ;] aziowrpnnggmpex:mds beginning on or after 1 January 2024 and must be ®PF
existing loan agreements may require renegotiation, impact the amendments will have on current practice and W

of a liabi yok
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Annual report and financial statements for the year ended 31 December 2021
Notes to the financial statements

3.6 Standards and interpretations not yet effective - continued

3.6.2 Property, Plant and Equipment: Proceeds before Intended Use — Amendments to JAS 16

In May 2020, the IASB jssued 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 annnal 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 applics the amendment.

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

3.6.3 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 to contracts for which it has not yet fulfilled all its obligations at the beginning of the annual reporting
period in which it first applies the amendments.

3.6.4 IFRS g Financial Instruments — Fees in the ’10 per cent’ test for derecognition of financial liabilities

As part of its 2018-2020 anoual 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 lability. These fees include only those
paid or received by the borrower and the lender, including fees paid or received by either the borrawer 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 reparting 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 finaucial liabilities that are modified or exchanged on or after the
beginning of the annual reporting period in which the entity fivst applies the amendment,

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

3.6.5 Definition of Accounting Estimates - Amendments to JAS 8

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

estimates.
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3.6 Standards and interpretations not yet effective - continued
3.6.6 Definition of Accounting Estimates - Amendments to JAS 8 - continued

The amendments are effective for annual reporting periods beginning on ox e Jmf“ﬁ' s aéldgﬁly Fo d}ang.es tn
accounting policies and changes in accounting estimates that occur on or after the start of that period. er application j
permitted as long as this fact is disclosed.

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

3.6.7 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 lfatem}ity Judgements, in
which it provides guidance and examples to help entities apply materiality judgements to accounting policy ¢Sdm. The
amendments aim to help entities provide accounting policy disclosures that are more ugefu] by reg‘ala‘cmg the Tequirement
for entities to discluse their ‘significant’ accounting policies with a requirement to disclose their ‘material’ accounting

policies and adding guidance on how entities apply the concept of materiality in making decisions about accounting policy
disclosures.

The amendments to 1AS 1 are applicable for annual periods beginning on or after 1 J anuary 2023 with earlia:r a?plimtion
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 Compeny is currently assessing the impact of the amendments to determine the impact they will have on the
Company’s accounting poliey disclosures. ; ' :

4 Significant accounting policies

The principal accounting policies applied in the preparation of these annual report and financial statements are set out
below:

4.1 Revenue

Revenue is recognised when (or as) the entity satisfles a performance obligation by transferring a promised good or service
(i.e. an asset) to the customer. An asset is transferred when (or as) the customer obtaing control of that asset.
The Company determines whether a performance obligation is satisfied (and revenue is recognised) over time, or whethera

pexformance ohligaﬁo_n is satisfied (and revenue is recognised) at a point in time for all contracts. All revenue derived by the
Company are recognised at a point in time because it has met

el indi \ be
considered, This includss the following: ndicators of transfer of control which should

= The Company has a present right to payment for the asset
« The legal title of the assat has been transferred to the customer
« The customer has taken physical possession of the asset

* The customer has the significant risks and rewards of ownership of y
« The customer has accepted the asset p of the asset and;
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Annual report and financial statements for the year ended 31 December 2021
Notes to the financial statements

4.1 Revenue - continned

In order to meet the core principle of recognising revenue to depict the transfer of promised goods or services to customers
in an amount that reflects the amount of consideration to which an entity expects to be entitled in exchange for those goods
or services, a five-step model is adopted; this five steps are;

» Identify the contract with the customer;

» Identify the distinct goods or services;

* Determine the transaction price;

« Allocate the transaction price;

* Determine when to recognise revenue;

Sale of NPK fextilizers and special blends

Revenue is recognised when control of the goods has transferred, being when the goods are delivered to the offtaker at the
blenders premises. Agro-dealers and state governments are the only customers.

There are no provision to deliver the fertilizers to the customers, A receivable is recognised by the Company when the goods
have been made available for pick up to the agro-dealers and state government, as this represents the point in time at which
the right to consideration becomes unconditional based on the contract of sale the company has with its customers, as only
the passage of time is required before payment iz due. No element of financing is deemed present as the sales are made with
credit terms of 9o days which is consistent with market practice.

There are no return policies and warranties granted to customers under the contract. The goods are sold directly to
customers, there is no form of intermediary.

The NPK fertilizers are sold on price concessions based on amounts agreed with the Federal Government of Nigeria.
Revenue from these sales is recognised based on the price specified in the contract with the customers (agro dealers and
state governiments). Where the agreed price leads to a loss position for the company, the federal government reimburses the
entity for selling below cost price.

Determining the transaction price for sales of fertilizers and special blends

The transaction price is the amount of consideration to which an entity expects to be entitled in exchenge for transferring
promised goods or services to a customer, excluding amounts collected on behalf of third parties (for example, some sales
taxes).

In determining the transaction price, the company considers the nature nature, timing and amount of consideration
promised by a customer affect the estimate of the transaction price. The Company considers the effects of all of the
following, if applicable, when determining its transaction price ;

(a) variable consideration

(b) constraining estimates of variable consideration

(c) the existence of a significant financing component in the contract
(d) non-cash consideration

(e) consideration payable to a customer

4.2 Finaneial instruments

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, '
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Anmual report and financial statements for the year ended 31 December 2021
Notes to the financial statements

4.2 Financial instruments - continued
4.2.1 Financial assets

A financial asset is initially measured at fair value plus, for an item not at fair value through profit or loss (FVPL),
transaction costs that are directly attributable to its acquisition or issue.

The Company initially recognises cash and bank balances, money markel placements, investment securities, other financial
assets, other liabilities and borrowings on the date on the trade date, which is the date on which the Company becomes a
party to the contractual provisions of the instrument,

4.2.2 Classification

s e i

R s

The Company classifies its financial assets in the following measurement categories;

- those to be measured subsequently at fair value (either through OCI or through profit or loss), and
- those to be measured at amortised cost.

The classification depends on the entity’s business model for managing the financial assets and the contractual terms of the
cash flows. All financial assets currently recognised in the financial statements are classified as measured at amortised cost,

(i) Business model assessment

The Company makes ‘an assessment of the objective of a business model in which an asset is held at a portfolio level because
this best reflects the way the business is managed and information is provided to management. The information considered
inclndes: .

- the stated policies and objectives for the portfolio and the operation of those policies in practice. In particular, whether
management’s strategy focuses on earning contractual interest revenue, maintaining a particular interest rate profile,

matching the duration of the financial assets to the duration of the liabilities funding those assets or realizing cash flows
through the sale of the assets;

* how the performance of the portfolio is evaluated and reported to the Company’s management;

the risks that affect the performance of the business model (and the financial assets held within that business model) and
how those risks are managed;

» how managers of the business are compensated - e.g. whether compensation is based on the fair value of the assets
managed or the contractual cash flows collected; and

« the frequency, volume and timing of sales in prior periods, the reasons for such sales and its expectations about fature sales
activity. However, information about sales actlvity is not considered in isolation, but as part of an overall assessment: of how
the Company’s stated objective for managing the financial assets is achieved and how cash flows are realized.

(i) Assessment whether confractual cash flows are solely payments of principal and interest

In this case, ‘principal’ is defined as the fair value of the financlal asset on initial recognition. ‘Interest’ is defined as

consideration for the time value of money and for the credit risk other basic lending risks and costs (a.g. Yiquidity risk and
administrative costs), as well as profit margin, ¢

In assesaing whether the .contract\ml cagh flows are solely payments of principal and interest, the Company considers the
contractual terms of the instrument, This includes assessing whether the financial asset contains a contractual term that

" could change the timing or amount of contractual cash flows such that it would not meet this condition. In meking the
assessment, the Company considers; : il
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Notes to the financial statements

4.2 Financial instruments - continued
4.2,2 Classification ~ continued

- contingent eveuts that would change the amount and timing of cash flows;

- leverage features;

- prepayment and extension terms;

- terms that limit the Company’s claim to cash flows from specified assets (e.g. non-recourse asset arrangements);
- features that modify consideration of the time value of money - e,g, periodical reset of interest rates.

For assets measured at fair value, gains and losses will either be recorded in profit or loss or OCI.

?‘or investments in equity instruments that are not held for trading, this will depend on whether the Company has made an
irrevocable election at the time of initial recognition to account for the equity investment at fair value through other
comprehensive income.

The Company reclassifies debt investments when and only when its business model for managing those assets changes.

Subsequent measurement

Subsequent measurement of finanecial instruments depends on the Company’s business model for managing the asset and
the cash flow characteristies of the asset.

There are three measurement categories into which the Company classifies its financizl instruments:

- Amortised cost: Assets that are held for collection of contractnal eash flows where those cash flows represent solely
payments of principal and interest are measured at amortised cost. Interest income from these financial assets is included
in interest income using the effective interest rate method. Auny gain or loss arising on derecognition is recognised directly
in profit or loss and presented in other gains/(losses) together with foreign exchange gains and losses. Impairment Josses
are presented as separate line item in the statement of profit or loss.

- Fair value through other comprehensive income (FVOCI): Assets that are held for collection of contractual cash flows and
for selling the financial assets, where the assets’ cash flows represent solely payments of principal and interest, are
measured at FVOCIL. Movements in the carrying amount are taken throngh OCI, except for the recognition of impairment
gains or losses, interest income and foreign exchange gains and losses which are recognised in profit or loss, When the
financial asset is derecognised, the cumulative gain or loss previously recognised in OCI is reclassified from equity to profit
or loss and recognised in other income. Interest income from these financial assets is included in interest income using the
effective interest rate method. Foreign exchange gains and losses are presented in the foreign exchange gains and
impairment expenses are presented as soparate line itern in the statement of profit or loss.

~ Fair value through other comprehensive income (FVOCI): Assets that are held for collection of contractual cash flows and
for selling the financial assets, where the assets’ cash flows represent solely payments of principal and interest, are
meagured at FVOCL Movements in the carrying amount are taken through OCI, except for the recognition of impairment
gains or losses, interest income and foreign exchange gains and losses which are recognised in profit or loss. When the
financial asset is derecognised, the cumulative gain or loss previously recognised in OCI is reclassified from equity to profit
or loss and recognised in other income, Interest income from these financial assets is included in interest income using the
effective interest rate method. Foreign exchange gains and losses are presented in the foreign exchange gains and
impairment expenses are presented as separate line item in the statement of profit or Joss.

3
N
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PFI-NPK Limited

Annnal report and financinl statements for the year ended 31 December 2021
Notes to the financial statements

4.2 Financial instruments - continued

i : the criteria for amortised cost or FVO(]
- Fair value through profit or lass (FVPL): Assets that do not meet i or FVOCI are
FVPL. & gain or loss on a debt investment that is subsequently measured at FVPL is recognised in profit o g a::«;
presented net within other income in the period in which it arises.

4-2.3 Financial liahilities (borrowings and payables)

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss, Joans 4
borrowings or payables.

All financial lisbilities are recognised initially at fair valae and, in the case of loans and b'ormwinp and payables, e o
directly atiributable transaction costs, The Company's financial liabilities include borrowings, trade Payables, and yther
payables.

Financial liabilities of the Company are subsequently measured at amortised cost.

4.3 Derecognition
The Company derecognises 2 financial asset when the contractual rights to the cash flows from the financial asset expire, or
when it transfers the financial asset in a transaction jn which substantially all the risks and rewards of ownership of the
financial asset are transferred or in which the company neither transfers nor retains substantially all the risks and rewards
of ownership and does not retain control of the financial asset Any interest in transferred financial assets that qualify for
derecognition that is created or retained by the company is recognised as a separate asset or liability in the statement of
financial position. On derecognition of a financial asset, the difference between the carrying amount of the asset (ar the

carrying amount allocated to the portion of the asset derecognised), and the consideration received (incinding any new
asset obtained less any new liability assnmed) is recognised in profit or loss,

The Company derecognises a financial liability when its contractual obligations are discharged or cancelled or expire,
4.4 Offsetting

Financial assets and liabilities are offset and the net amounts are presented in the statement of financial position whe, and

only when, the Cormpany has a legal right to set off the recognised amounts and it intends either to settle on a et basis arto
realise the asset and settle the liability simultaneous

.

4.5 Amortised cost measurement

4.6 Fair value measurement

Fairvalueisthepricethatwﬂlbereceivedto s TN A
mﬂrketparﬁlﬁpantsntﬂmmeasumgmdnte_ sellanassetorpaldtotransferahab:hlym an orderly transaction betweel

fransactions between knowledgeable, willing 3
that are substantially the same, dim:“medw:fm (f available), reference to the current fair value of other
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4.6 Fair value measurement - continued

The chosen valuation technique makes maximum use of market inputs, relies as little as possible on estimates specific to
the Company, incorporates all factors that market participants would consider in setting a price, and is consistent with
accepted economic methodologies for pricing financial instruments, Inputs to valuation techniques reasonably represent
market expectations and measures of the risk-return factors inherent in the financial instrument, The Company calibrates
valuation techniques and tests them for validity using prices from observable current market transactions in the same
instrument or based on other available observable market data.

The best evidence of the fair value of a financial instrument at initial recognition is the transaction price - Le. the fair value
of the consideration given or received. However, in some cases, the fair value of a financial instrument on initial recognition
may be different from its transaction price, If such fair value is evidenced by comparison with other observable current
market transactions in the same instrument (without modification or repackaging) or based on a valuation technique whose
variables include only data from observable markets, then the difference is recognised in profit or loss on initial recognition
of the instrument In other cases the difference is not recognised in profit or loss immediately but is recognised over the life
of the instrument on an appropriate basis or when the instrament is redeemed, transferred or sold, or the fair value
becomes observable,

Subsequent to initial recognition, the fair values of financial instruments are based on quoted market prices or dealer price
quotations for financial instruments traded in active markets. If the market for a financial asset is not active or the
instrument is unlisted, the fair value is determined by using applicable valuation techniques. These inclnde the use of recent
arm's length transactions, discounted cash flow analyses, pricing models and valuation techniques commonly used by
market participants,

Where discounted cash flow analyses are nsed, estimated cash flows are based on management's best estimates and the
discount rate is a market-related rate at the reporting date from a financial asset with similar terms and conditions. Where
pricing models are used, inputs are based on observable market indicators at the reporting date and profits or losses are
only recognised to the extent that they relate to changes in factors that market participants will consider in setting a price.

4.7 Cost of sales

Cost of sales is primarily comprised of direct materials consumed in the manufacture of prodnct, as well as blending fees
and direct overhead expense necessary to acquire and convert the purchased matexials into finished product. Cost of sales
also includes the cost of haulage.

4.8 Inventories

Inventories are valued at the lower of cost and net realisable value. Cost is determined using the weighted average method.
The cost of inventories includes expenditures incurred in acquiring the inventories, production or conversion costs. In the
case of manufactured inventory and work in progress, cost includes an appropriate share of production overheads based on
normal activity level. Net realizable value is the estimated selling price in the ordinary course of business, less the estimated
costs of completion and selling.

. Impairment loss on inventories are recognised in cost of sales in the year in which they occur while subsequent recoveries
on the impairment are recognised in other income in the year in which the recoveries are made,

: 4.9 Transaction costs

All financial instruments are measured initially at their fair value plus transaction costs, except in the case of financial
assets and financial liabilities recorded at fair value through profit or loss where transaction costs are expensed in the
income statement. They include fees and commissions paid to agents, custodians and advisers.

21

o o i A £ A S RS S SOy - SemALS S G IWMEL S0 R PR MmNt G2 0 e e amncimt s . mre e e e e oo - oy be e



PFI-NPK Limited

Annual report and financial statements for the year ended 31 December 2021
Notes to the finaneial statements

4.10 Subsidies

Subsidies are form of financial aid or suppert extended to an economic sector (or institution, business, or individual)
generally with the aim of promoting economic and social policy.

The Company receives subsidy from the Federal Government of Nigeria to augment the cost incurred by Company in the
production of fertilizers under the Presidential Fertilizer Initiative

Subsidy income is recognised when the likelihood that it will be be received from the Federal Government has heen
confirmed.

4.11 Cash and cash equivalents

Cash and cash equivalents comprise cash, fixed deposits with banks, and highly liquid financial instruments with original

maturities of less than three months from the acquisition date, which are subject to insignificant risk of chapges in their fair
value, and are used by the Company in the management of its short-term commitments,

Cash and cash equivalents are measured at fair value on initial recognition and are subsequently measured at amortised
cost.

4.12 Trade receivables

Trade receivable is recognised if an amount of consideration that is unconditional is due from the customer (i.e., only the
passage of time is required before payment of the consideration ia due),

Trade receivables are measured at the transaction price. When the fair value of financial instruments at initial recogn.ition

differs from the transaction price, the receivables are recognised at fair value with the Day 1 gain or loss recognised in the
income statement. Trade receivables are subsequently measured at amortised cost.

4.13 Other receivables

Other receivables comprise cash advances, prepayments, and amount recetvables arising from transactions that are not
within the scope of IFRS 15. Other receivables that qualify as financial assets are initially measured at their fair values and
are subsequently measured at amortised cost,

4.14 Determination of fair values .
A number of the Company's accounting policies and disclosures

require the determination of fair value, for both financial
and non-financial assets and liabilities, As at the end of the financial year there were no financial assets or liabilities
measured at fair value.

4.15 Share Capital

The Company has only one class of shares;
issued, they are recorded as share capital a
the share premium reserve.

ordinary shares. Ordinary shares are classified as equity. When new shares are
t their par value, The excess of the issue price over the par value is recorded in
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PFL-NPK Limited
Annual report and financial statements for the year ended 31 December 2021
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4.16 Critical accounting estimates and judgments

The preparation of financial statements in conformity with IFRS requires management to make judgments, estimates and
assumptions that affect the application of policies and reported amounts of assets and liabilities, incomes and expenses.
The estimates and associated assumptions are based on historical experlence and various other factors that are believed to
be reasonable under the circumstances, the results of which form the basis of making the judgments about carrying values
of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates.

Critical acecunting judgments in applying the Company’s accounting policies
Critical accounting judgements made in applying the Company's accounting policies include:

4.16.1 Valuation of financial instruments

The Company’s accounting policy on fair value measurements is discussed under Note 5.6, The Company measures fair
values using the following fair value hierarchy that reflects the nature and process used in meking the measurements:

Level 1: Quoted market price (unadjusted) in an active market for an identieal instrument

Level 2: Valuation techniques based on observable inputs, either directly (i.e., as prices) or indirectly (i.e., derived from
prices). This category includes instruments valued using: quoted market prices in active markets for similar instruments;
quoted prices for identical or similar instruments in markets that are considered less than active; or other valuation
techniques where all significant inputs are directly or indirectly observable from market data,

Level 3: Valuation techniques using inputs that are not based on observable market data, This category includes all
instraments where the valuation technique includes inputs not based on observable data and the unobservable inputs could
have a significant effect on the instrument’s valuation. This category inchudes instruments that are valued based on quoted
prices for similar instruments where significant unobservable adjustments or assumptions are required to reflect
differences between the instruments,

4.16.2 Financial assets and liabilities classification

- 'The Company’s accounting policies provide scope for assets and liabilities to be designated at inception into different
accounting categories in certain circumstances; Details of the Company's classification of financial assets and liabilities are

given in Note 5.2.
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4.17 Recognition of revt;.nue

Revenue from contracts with customers is recognised when co

amount that reflects the consideration to which the Company

expects to be entitled in exchange fo i
The Company has generally concluded that it is the principal in its revenue arrangements, PRI Boodsfservi,

The company recognises revenue for goods that have been transferred in accordance to agreed upon specifications, Bageq

on experience:, mntrol_ is de'emed to be transferred when the goods are transferred in the required specification, This jg
supported by its experience in previous sales of goods that were transferred at the agreed upon specifications,

418 Below market borrowings (Government grants)

The Company benefits from the Central B
government/Central Bank of Nigeria, vide finance to companies in certain industries

at subsidised interest rates, Grants from the government are recognised 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 income statement over the period necessary to match them with the
costs that they are intended to compensate.

ank of Nigeria's Real Sector Support PFacility (RSSF) Scheme where the
through some commeycial banks, pro

4.19 Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or proquci'ion of a qualifying asset are
capitalised as part of the cost of that asset until such time as the asset is ready for its intended use. The amount of
borrowing costs eligible for capitalisation is determined as follows:

Actual borrowing costs on funds specifically borrowed for the purpose of ohtaining a qualifying asset less any temporary
investment of thase borrowings.

i i ally borrowed for the purpose of obtaining a
i of the borrowing costs applicable to the entity on funds gener
gxﬁ}f;;i :\::.g;he borrowing costs capitalised do not exceed the total borrowing costs incurred.

The capitalisation of borrowing costs commences when:
Expenditures for the asset have occurred;
i . et
orrowing costs have been incurred; an '
ictiviﬁesiihat are necessary to prepare the asset for its intended use or sale are in progress.

Capitalisation is suspended during extended periods in which active development is intexrupted.
PX

sale are complete.
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5 Financial risk management

currency risk, interest risk and price risk). The Company's overall risk

ictabili i Ferh Management programme f th
unpredictability of financial markets and seeks to minim; ] ocuses on the
performance. Se potential adverse effects on the Company's financial

5.1 Approach to risk management

ol ‘ ViR Ly i
T S e

With a global outlook, the Company's strategy for managing risks is to understand risk within the i .
s A A G thin the invested universe and

the externalities that can affect this, w'xth the aim of monitoring, controlling and mitigating SEsTgt sinledlied mrertiTho

Company has adopted, wherever possible, recommended best practice in the identification, evaluation and cost effective

control of risks to ensure, as far as possible, that they are eliminated or reduced to a level that is acceptable to the
Company.

The Company’s Risk Framework seeks to explain the Company’s underlying approach to risk management, documents
the roles and responsibilities of the Directors, risk management department and other key parties. It also outlines key
aspects of the risk management process, and identifies the main reporting procedures.

5.2 Creditrisk

Credit risk is the risk that a counterparty to & financial instrument will fail to discharge an obligation or commitment that
it has entered into with the Company, resulting in a financial loss to the Company. It arises principally from trade
receivables and cash and cash equivalents,

The credit quality of trade receivables which are neither past due nor impaired is assessed by reference to h_isturical
information about counterparty default rates. The counterparties have historically not defaulted on past obligations and
there is no expectation of default as at the end of the reporting period.

5.2.1 Management of credit risk

The Company's policy over credit risk is to minimise its exposure to counterparties with pemeiven_i higher risk Of'def:ﬁg:
by dealing only with counterparties meeting credit standards. Hence the Company only deals with counterparties
meet set credit ratings.

522 Exposure to credit risk

. : um credit exposure per credit rating. ) i
The carrying amount of financial assets represents the maxim e ife[i)ther et dns nar impaired. The cedit qualit

As at 31 December 2021 and 31 December 2020, all financial assets

 of these financial assets are disclosed in the table below:

g1 December 31 December

2021 2020
(i) Cash and Cash equivalent Rout e
Counter parties with external credit ratings 1,567,729 140,368
A+ (S&P) 16,151,717 23,395,600
B- (S&P) 28,734,083 10,528,115
B (Fitch) 3,752,910 822,716
B- (Fitch)
50,206,439 34,886,799

Total bank balance (Note 16)
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5 Financial risl management - continued
5:2.2 Exposure to credit risk - continued

31 December 31 December
(i) Trade receivables 2021 2020
N'ooo N'aoo

Counter parties without external eredit ratings

Trade receivables 55,468,639 16,758,542

Total trade receivables (Finaneial assets) (Note 17) 55,468,639 16,758 542

31December 31 December
(iii) Other assets 2021 2020

N'ooo N'ooo

Counter parties without external credit ratings

Receiveables from NSIA 16,427,725 “
Intercompany receivables - 16,427,022
Total other assets (financial assets) (Note 18) 16 16 022

———tmfled . 0457,022
5.2.3 Concentration of risk of inancial assets

Geographical sectors

The following table breaks down the Company’s risk exposure at their carrying amounts, as categorised by geographical

region as as at 31 December 2021 and g1 December 2020, For this table, the Company has allocated exposures to regions
based on the country of domicile of its counterparties,

Nigeria Total
31 December 2021 N'ocoo N'ooo
Cash and cash equivalents 50,206,439 50,206,489
Trade receivables 55,468,639 565,468,639
Other receivables (excluding advances to suppliers and staff) 16,427,725 16,427,725
12@102!8% 122,102,803
31 December 2020 N'ooo N'000
Cash and cash equivalents 34,886,799 34,886,799
Trade receivables

16,758,542 16,758,542
Other receivables (excluding advances to suppliers and staff) 16,427,022 16,427,022
Subsidy from Federal Government of Nigeria on cost differential on 40
fertilizer sales 5:6793240 5;6793“

73,751,603 §!E126og :
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5-2.4 Impairment of financial assets

The Corpany assesses on a forward looking basis the expected credit losses associated with its financial instrumenta
carried at amortised cost. The impairment methodology applied depends an whether there has been a significant
increase in credit risk,

lfor.trade receivables, the Company applies the simplified approach permitted by IFRS 9, which requires expected
lifetime losses to be recognised from initial recognition of the receivables,

The Company recognises loss allawances for expected credit losses (ECL) on the following financial instruments that are
not measured at FVTPL:

- financial assets that are debt instruments;
- other assets and receivables

No impairment loss is recognised on equity investments.

The Company measures loss allowances at an amount equal to lifetime ECL, except for the following, for which they are
measured as 12-month ECL:

- debt investment securities that are determined to have low credit risk at the reporting date; and

- other financial instruments (other than other receivables) on which credit risk bas not increased significantly since their
initial recognition.

Loss allowances for other assets and receivables are always measured at an amount equal to lifetime ECL.

The Company considers a deht security to have low credit risk when their credit risk rating is equivalent to the globally
understood definition of ‘investment grade’ or it is a sovereign debt issued in the local currency e.g. Treasury bills and
Bonds issued by the Nigerian Government.

12-month ECL are the portion of ECL that result from default events on a financial instrument that are possible within
the 12 months after the reporting date. Life time ECL are credit Josses that result from all possible default events over the
expected life of a financial instrument.

B.2.5 Measurement of ECL

In Januaty 2020, the JASB issued amendments to paragraphs 69 to 76 of 1AS 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 2024 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.

Default definition

Under IFRS g, the Company will consider a financial asset to be in default when contractual payments are 9o days past

- due, - y

reflect changes in circumstances,
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5.2.6 Significant increase in credit risk \

The Com?any }ms established a framework that considers qualitative, quantitative, and ‘backstop’
p_res.mnpuon). indicators to determine whether the credit risk on a partienlar
significantly since initial recognitian. The framework aligns with the Company’s inte

The criteria for determining whether credit risk hag increased significantly will vary by portfol; .
backstop based on delinquency. P 0 and wi

(90 da g
financial instrumen; ha: ipw e

= n
rnal eredit risk management pc:::;":i

Il inlyg,

In determining whether the credit risk (i.e. risk of d
initial recognition, the Company will consider re
without undue cost or effort, induding both
Company’s historieal experience, expert credit

efault) on a financial instrument has inereased significantly shee

asonable and supportable information that is relevant and availghle

quantitative and qualitative information and analysis hased o ty,

assessment and forward-looking information,

The Company wili primarily assess
its staging criteria by comparing:

- the risk of default on the exposure as at the reporting date; with

- the risk of default on the exposure as at the date of initial recognition

whether a significant increase in credit risk bas occurred for an exposure in line ity

Assessing whether credit risk has increased significantly since initial recognition of a financial instrument requires
identifying the date of initial recognition-of the instrument. Modifying the contractual texms of a financial instrument
may also affect this assessment. :

Details of the qualitative and

quantitative factors used to determine the significant increase in eredit risk are highlighted
in the next sub-head.

5.2.7 Quantitative Criteria

The use of quantitative criteria requires the Company to refresh its quantitative metrics at ]Fast am.mal_ly. The Coml‘wﬂa}_'
adopted the following quantitative criteria for the purpose of assessing Significant Increase in Credit Risk (SICR), vis-
vis stage allocation:

i. External Rating Parameter:

i i i i ignificant increase/decrease in credit risk.
ny monitors changes in external ratings of obligors to assess significar /d
g\:i‘:iecrfcfp:f gigniﬁcant Increase in Credit Risk (SICR) depends on rating at initlal recognition and the extent of
movement (number of notches downgrade/upgrade) as at reporting date,

Com) applies different notches movement across each ratfng grade as evidence of SI(;E. G:]xllzr:llll;r‘,) :sbf;?&r? ;::Z
;Ilhig(;xer crlgggyrafilt)xg would require more notches downgrade :; evidence Strgk, W:l‘(]}: :;;:ga;ﬂ d:sn it i
i ici tially increases with movement down ating | 4 instance, ‘
e 10?. s :etel;zznli, 3;:%%1;:: forb; financial instrument rated CCC at origination, & three-notch movement
one-notch movement is

is deemed significant for an AAA rated financial instrument.

5.2.8 Qualitative Criteria

» d
y g

range of other factors.

s, 3 - .

| qualitative criteria for a different impairment stage.
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5.2.8 Qualitalive Criteria - continued

Expected credit loss for trade receivables

IFRS g states that an entity shall always measure the loss nllowance at an amount equal to the lifetime expected credit

Ioss:?s for trade receivables or contract assets that result from transactions that are within the scope of IFRS 15 and lease
receivables that result from transactions in the scope of IFRS 16,

In line with this, PFI-NPK Limited sk

. hall use a loss default definition of 360 days and estimate the ECL for its trade
receivables using the historical loss rate approach,

PFI-NPK Limited has segmented its trade receivables into delinquency buckets based on the days past due information
as illustrated helow:

S/N Delinquency Buckets
1 Current - 29 days past due
2 30 - 59 days past due

60 - 89 days past due
90 - 119 days past due

5 120 - 149 days past due
6 150 - 179 days past due
7 180 - 209 days past due
8 210 - 239 days past due
9 240 - 269 days past due
10 270 - 299 days past due
1n 300 ~ 329 days past due
12 330 - 359 days past due
13 360 days and above

For each bucket list, PFI-NPK shall estimate loss rates using its historical loss experience on facilities which have been
booked at least 360 days prior to the reporting date,

In estimating the loss rates, PFI-NPK shall make adjustments to reflect information about current conditions,

and
reasonable and supportable forecasts of future economic conditions.

In the event that there is no sufficient historical data to estimate historical loss rate, PRI-NPX shall apply assumed Togs
rates for the different past due buckets as llustrated below:

Period Rate
<30Days k.
>30Days <90 Days 2%
>g0Days <180 Days 2%
>180Days <270Days i
>270Days <365Days e
>365Days L
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5.2.9

5.2.10

L

Credit-impaired financial asset

i detrimental im
The Company considers a financial asset to be credit-Impaired when one or more events that have a pact
on the estimated future cash flows of that financial asset have occurred. Evidence that a financial asset is credit-impalred
includes observable data about the following events:

(a) significant financial difficulty of the issuer or the borrower;
(b) abreach of contract, such as a default or past due event;

() the lender(s) of the barrower, for cconamic or contractnal reasons relating to the borrower's financial difficulty,
having granted to the borrower 4 concession(s) that the lender(s) would not otherwise consider;

(d) it is becoming probable that the borrower will enter bankruptcy or other financial reorganisation;
() the disappearance of an active market for that financial asset because of financial difficulties; or
() the purchase ororigination of a financial asset at a deep discount that reflects the incurred credit losses,

It may not be possible to identify a single discrete event—instead, the combined effect of several events may have caused
financial assets to become credit-impaired.

Measuring ECL — Explanation of Inputs, assumptions and estimation techniques

The Expected Credit Loss (ECL) is measured on either a 12-month (12M) or Lifetime basis depending on whether a
significant increase in gredit risk has occurred since initial recognition or whether an asset is considered to be credit-
impaired. Expected credit losses are the discounted product of the Probability of Defanlt (PD), Exposure at Default
(EAD), and Loss Given Defanlt (LGD), defined as follows:

The PD represents the likelihood of a borrawer defaulting on its financial obligation (as per “Definition of defanlt and
credit-impaired” above), either over the next 12 months (12M PD), or over the remaining lifetime (Lifetime PD) of the
obligation. '

FADisbasedonﬂmamomtsthe()umpanynpmtnbeowedattheﬁmeofdefauk,overthenextlzmomhs(mMEAD)
or over the remaining lifetime (Lifetime EAD).

Loss Given Default (LGD) represents the Company’s expectation of the extent of loss on a defaulted exposure. LGD varies
by type of counterparty, type and seniority of claim and availability of collateral or other credit support.

LGD is expressed as a percentage loss per unit of exposure at the time of default (BAD). LGDis calcnlated on a 12-month
or lifetime basis, where 12~monthLGDisthepementageoﬂossexpectedtobemnde if the default occors in the next 12

months and Lifetime LGD is the percentage of loss expected to be made if the default occurs over the remaining expected
lifetime of the financial asset.

The ECL is determined by projecting the PD, LGD and EAD for each future month and for each individual exposure or
collective segment. 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 BCL calculation is the
original effective interest rate or an approximation thereof,

The Lifetime PD is developed by applying a maturity profile to the current 12M PD. The mnaturity profile looks at how
defaults develop on a portfolio from the point of initial recognition throughout the lifetime of the financial asset
amortised cost. The matarity profile is based on historica) observed data and Is assumed to be the same across all assets
within a portfolio and credit grade band. This is supported by historical analysis,

The 12-month and lifetime EADs are determined based on the ed ; on the
contractual terms of the instrument, expected payment profile, which depends
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Forward-looking economic information is also included in determining the 12-month and lifetime PD, EAD and LGD.
These assumptions vary by instrument type. Refer to the Forward-lo oking information incorporated in the ECL models”
subhead for an explanation of forward- looking information and its inclusion in ECL calculations.

There have been no significant changes in estimation techniques or significant assumptions made during between when
the model was adopted and the reporting period.

5.2.11 Forward-looking information incorporated in the ECL models

The assessment of SICR and the calcnlation of ECL both incorporate forward-looking information. The Company has
performed historical analysis and identified the key economic variebles impacting credit risk and expected credit losses
for each portfolio.

IFRS 9 [B5.5.51] states that an entity need not undertake an cxhaustive search for information but shall consider all
reasonable and supportable information that is available without undue cost or effort and that is relevant to the estimate
of expected credit losses. In addition, an catity is not required to incorporate forecasts of future economie conditions over
the entire life of a financial instrument. Rather, it suffices for an entity to extrapolate projections for periods that are far
in the future from available information.

5.2,12 Incorporating Forward-looking information into Multd-year PD Estimation

The Company has financial instruments originating from different regions of the world, and as such, it may be
impracticable to obtain information on future economic conditions for all.the relevant regions. The Company has

therefore incorporated FLI into multi-year PD estimation using a two-step approach:

Step 13

Convert Through-the-Cycles (TTC) PDs to Point-in-Time (PIT) PDs using logistic regression with global historical default
rates and global macroeconomic variables (i.e. global GDP growth rate, global inflation rate and ol price). This is based
on the fact that external rating grades are comparable across industries and jurisdictions.

Step 2:

Incorporate the impact of local economic conditions by analysing the likelthood of change in the rating of each financial
instrument based on obligor specific information. 'This analysis will be conduected at every reporting date by considering
the following information:

i. Rating outlook from external rating agencieg for the obligor or the related sovereign

il. The expected impact of local macroeconomic forecasts (e.g. local GDP growth rate, exchange rate, inflation rate,
unemployment rate etc,) on the obligor

iii. Other obligor specific qualitative information that may provide an indication of future change in ratings.

.2,13 Incorporating FLI into Multi-year EAD and LGD Estimation

Due to data constraints, the Company will manually adjust the base case EAD and LGD estimates for periods where these
parameters are expected to be significantly different from their historical averages based on forward-looking

macroeconomic information,

i ivi isi ed to be significantly different
The rationale for arriving at the decision whether the forecast ‘EADs: and LGDs are expect
ﬁ'oz:r&: base case or nof, as well as the process for arriving at the adjustment factor must also be documented.
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Forward-looking economic information is also included in determining the 12-month and lifetime PD, EAD and LGD.
These assumptions vary by instrument type. Refer to the Forward-looking information incorporated in the ECL models”
subhead for an explanation of forward- looking information and its inclusion in ECL calculations.

There have been no significant changes in estimation techniques or significant assumptions made during between when
the model was adopted and the reporting period.

5.2.11 Forward-looking information incorporated in the ECL models

The assessment of SICR and the calenlation of ECL both incorporate forward-looking information. The Company has
performed historical analysis and identified the key economic variables impacting credit risk and expected credit losses
for each portfolio.

IFRS g [B5.5.51] states that an entity need not undertake an exhaustive search for information but shall consider all
reasonable and supportable information that is available without undue cost or effort and that is relevant to the estimate
of expected credit losses. In addition, an catity is not required to incorporate forecasts of future economic conditions over
the entire life of a financial instrument. Rather, it suffices for an entity to extrapolate projections for periods that are far
in the future from available information,

5.2.12 Incorporating Forward-looking information into Multi-year PD Estimation

The Company has financial instruments originating from different regions of the world, and as such, it may be
impracticable to obtain information on future economic conditions for all-the relevant regions. The Company has
therefore incorporated FLI into multi-year PD estimation using a two-step approach:

Step 13

Convert Through-the-Cycles (TTC) PDs to Point-in-Time (PIT) PDs using logistic regression with global historical default
rates and global macroeconomic variables (i.e. global GDP growth rate, global inflation rate and oil price). This is based
on the fact that external rating grades are comparable across industries and jurisdictions.

Step 2:

Incorporate the impact of local economic conditions by analysing the likelthoed of change in the rating of each financial
instrument based on obligor specific information, This analysis will be conducted at every rep orting date by considering
the following information:

i. Rating outlook from external rating agencies for the obligor or the related sovereign

i, The expected impact of local macroeconomic forecasts (e local GDP growth rate, exchange rate, inflation rate,
unemployment rate etc.,) on the obligor

iii. Other obligor specific qualitative information that may provide an indication of future change in ratings.

2.13 Incorporating FLI into Multi-year EAD and LGD Estimation

Due to data constraints, the Company will manually adjust the base case EAD and LGD estimates for periods where these
parameters are expected to be significantly different from their historical averages based on forward-looking
macroeconomic information,

The rationale for arriving at the decision whether the forecast EADs and LGDs are expected to be significantly different
from the base case or not, as well as the process for arriving at the adjustment factor must also be documented.
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5.2.14 Macro economie variahle affecting the ECL allowance

in Nigeria, inflation and crude oil price were identifieq 5
istori ' GDP) growth rate in Nigeria, Inil: ;
ey et e e A of he Copany. Histoical dita on these vaiables for te st e
)’e:rsezv:cr:n::;l :: determini the three economic scenarios (base, optimistic and dow, Scengrig
weightings,

5.2.15 Economic variable assumptions

One of the most significant period-end assumptions used for the ECL estimate as at 31 December 2021 are set ont heloy,
The scenerios “best”, “optimistic” and “downturn” were used for all portfolios,

2022 2023 2024 2025 2026

2 GDP growth rate(%)  Base 3% 3% 3% 3% 3%
Optimistic 4% 4% 4% 4% 4%

Downturn 3% 3% 3% 3% 3%

b Inflation rate (%) Base 7% 7% 7% 7% 7%
Optimistic 6% 5% 5% 5% 5%

Downturn 13% 13% 13% - 13% 13%

¢ Oil price (USD) Base 71 66 66 66 66
Optimistic . 8o 75 75 75 75

Downturn 67 62 62 . 62 62

Sensitivity analysis on RCL Mode] -

The most significant forward oo,
- Growth rate

- Inflation rate

- Oil prices

king information with impact on the ECL allowance of the Group include:
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2021 2020
ECL Net effect ECL Net
allowance allowance effect
N'ooo N'ooo N'ooo N'ooo
Growth rate
10% increase 1,362,668  (151,408) 798,275 (88,697)
No change 1,514,075 - 886,972 =
10% decrease 1,665,483 151,408 975,669 88,697
Inflation rate :
1% increase 1,529,216 15,141 895,842 8,870
No change 1,514,075 - 886,972 =
1% decrease 1,498,934 - (15,141) 878,102 (8,870)
Oil prices
5% increase 1,438,371 (75,704) 842,623 (44,349)
No change . 1,514,075 - 886,972 =
5% decrease , 1,589,779 75,704 931,321 44,349

* Transfers between Stage 1 and Stages 2 or 3 due to financial instruments experiencing significant increases (or

decreases) of credit risk or becoming credit-impaired in the period, and the consequent “step up” (or “step down”)
N 12-month and Lifetime ECL;

* Additional allowances for new financial instruments recognised during the period, as well as releases for financial

instrinments de-recognised jn the period;

* Impact on the measurement of ECL due to changes in PDs, EADs and LGDs in the period, arising from regular
refreshing of inputs to models;

« Impacts on the measurement of ECL due to changes made to models and assumptions;

* Discount unwind within ECL due to the passage of time, as ECL is measured on a present value basis;

* Forelgn exchange retranslations for assets denominated in forelgn currencies and other movements; and

There were no assets written off during the period.

Set out below is the information about the credit risk exposure on the Company's trade receivables using a provision
matrix.
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—
31 December 2023 Total gross Expew
carrying credis
Loss rate amount losg
ys p o % N 'ooo N'ogq
= o -a:;t :x::rs 0.99% 13,300,710 131,157
30 - 59 duys 1.29% 11,060,571 142,616

60 - 89 days 1.62% 18,085,890 293,645

90 - 119 days 1.96% 3,399,445 66,730
120 - 149 days 2,70% 1,081,996 29,249
150 - 179 days 3.56% 26,666 950

180 - 209 days 4.28% 5,868,616 251,076
210 ~ 239 days 4.43% 124,343 5,509
240 - 269 days 7.68% 1,861,182 142,912
270 - 299 days 9.63% i =
300 - 329 days 23.51% 623,944 146,713
330 - 350 days 47.00% - -
Above 360 days 100.00% 35,276 35,276
Total 55,468,639 1,245,816
31 December 2020 ‘
Total gross Expected
carrying credit
Loss rate amount loss
Days pastdue % N'ooo N'o00
0 - 29 days 117% 6,584,542 76,970
30 - 59 days 1.60% 135,801 2,172
60 - 89 days 1.80% . -
90 - 119 days 217% 2,293,025 49,798
120 - 149 days 3.27% 2,762,427 90,287
150 - 179 days 4.19% 2,499,930 104,758
180 - 209 days 4.10% 90,000 3

210 - 239 days 4.69% - -

240 ~ 269 days 9.67% 2,392,817 241,745
—Above 360 days 100.00% - I
Total 16,758,542 569,501 -

5:2.17 Write-off policy

- s Part, when it has exhausted all practical recovery efforts and has
concluded there is no reasonable e¥pectation of recovery. Indieatgps that there is no reaspmonnble expecgﬁﬂn of recovery
include (i) ceasing enforcement activity and (ii) where the Company's recay, ery method is foreclosing on callateral and f.he
€xpectation of recovering in full, ' 'y el

value of the collateral is such that there is ho reasonable
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The table below analyses the Company's non-derivative financial liabilitics into relevant maturity categories baged on

the remaining period at the balance sheot dato to the contractual maturity date, The amounts dj osed in the tabl
are the contractual undiscounted cash flows, ’ . ey

31 December 202y

Up to 6 Months Between6  Between 1 Greater than Total
monthsnnd andg years 2 years
1year
N'ooo N'ooo Nooo N'ooo N'ooo
Trade paysbles 630,274 - - - 630,274
Payables to NSIA 31,768,043 - 18,400,495 - 50,168,538
Other payables 9,716,450 - - - 9,716,450
Borrowings 3,747,517 3.148,295 7:190,798 1,526,299 15,612,909
Total Hiabilities 45862284 1,526,299 76,128,171
31 December zo29 Up to 6 Months Between6  Between 1 Greater than Total
monthsand  and 2 years 2 years
1year
N'ooo N'ooo N'ooo N'ooo N'ooo
Trade payables 15,140,301 - - - 15,140,301
Intercompany payables 28,608,007 - 16,673,512 - 45,281,519
Other payzbles 9,264,159 . - - 9,264,159
Borrowings 3,869,488 3,811,404 7435510 4,914,781 20,031,183
Total lahilities 6,881 811,404 24,109,022 4914781 89,717,162
== 17,102
5.4 Market risk

capital erosion from its own direct investments in the market,

Market risk - comprising equity, currency and interest rate risk,

5.4-1 Equities securities price risk

Equity price risk is the risk that the fair value of equities decreases as a resn_Jlt of chan,
and the value of individual stocks. The company is not expased to equity price rik.
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Market risk is the risk of loss from unfavorable changes in the fair values of financial instruments caused by adverse
moves in market variables, such as forelgn exchange rates, interest Tates, equity prices, commodity prices, credit
spreads and implied volatilities of the market rates. Market xisk losses could result in a loss of earning and/or capital
to the Company. The Company is exposed to market risk through its proprietary investments and cap experience

ges in the levels of equity indices



A SR v R e e R S e s .

PFI-NPK Limited ;
Annual report and financial statements for the year ended 3
Notes to the financial statements

1 December 2021

5-4.2 Currency exchange risk

Foreign exchange risk arises when future commercial transactions 0{; Irecggle]ﬁs;gha:;e;’:}:: :znlgilt]it\lrgt; ﬂ:;glznglr:xn;:ﬁ
. 4 . es )
1n a currency that is not the Company’s functional currency.f'lt’{:z :::ur o i relatlunyfcy ¥y Cumenie,

total comprehensive income to appreciation or depreciation o

Concentration of foreign currency exposure

i s
81 Decenaber 2021 Naira ueh Total
N'o00 N'ooo0 N'oop
Cash and cash equivalents 48,638,710 1,567.729 1,567,729
Total monetary financial assets 48,638,710 1,567,729 1,5_6'&_&_
Trade payables 630,274 - =
Other payables 9,716,450 - =
Payables to NSIA 50,168,538 B =
Total monetary financial lishilities 60,515,262 - )
Net financial asset FCY exposure 1,567,729 1,567,729
Sensitivity at 5% appreciation (78,386) (78;386)
Sensitivity at 5% depreciation 78,386 78,386
Concentration of foreign currency exposure
31 December 2020 Naira USD Total
N'ooo N'ooo N'oo0
Cash and cash equivalents ) 34,746,431 140,368 140,368
Total monetary financial assets 34,746,431 140,368 140,368,
Trade payables 15,140,301 . -
Other payables 3
Intercompany payables 9’224"59 - }
Total monetary financial Kabilities —35:281,519 s =
69,682,279 : .
Net financial asset FCY exposure
140,368 140,368
Sensitivity at 5% appreciation —_— el
Sensitivity at 5% depreciation —_— {7,018) ol 3
et 7,018 7,015,
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5.4.3 Interest rate rigk

Interest rate risk j5 the risk of loss to net interest income (il) arising from changes in market interest rates on rate
sensitive assets and Jj abilities,

Net interest income Sensitivity
There
instry

investments as at the end of the financja] year.

6 Fair value hierarchy

The Company classifies financial instruments measured at fair valye in the investmgnt portfolio according to the
following hierarchy )

Level Fair valye input description Financial instrument

Level1 Quoted prices (unadjusted) from active markets Quoted instruments

Level 2 Inputs other than quoted prices included ig Level 1 Equity instruments quoted in over-

that are observable ejther directly (i.e, ag prices) or the-counter (OTC) markets,
indirectly (i.e, derived from prices),

Level 3 Inputs that are not based on observabia market Unquoted equity instruments ang
data(that is, unobservahle inputs), debt instruments,
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6 Fair value hierarchy - continued

6.1

In January 2020, the IASE 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 Yeporing Pe}'wd_ ise its deferral v gh"c

- That classification is unaffected by the likelihood that an entity will exercise its deferral 1

- That only if an embedded derivative in a convertible liability is itself an equity instrument would the termg of a
Liability not impact its classification

(¢) Financial instruments in level 3

Level 3 inputs are unobservable inputs that have been applied in valuing the respective asset or liability. The
determination of what constitutes 'observable’ requires significant judgment by the Company. The Company
considers observable data to be market data that is readily available, regularly distributed or updated, reliable and
verifiable, not proprietary and provided by independent sources that are actively involved in the relevant market,
There were no transfers between levels during the year.

Fair value hierarchy of financial assets and finaneial iabilities not measured at fair value

The following tables analyse within the fair value hierarchy the Company'’s financial assets (by class) measured at fair
value at 31 December 2021, All fair value measurements disclosed are recurring fair value measurements,

31 December 2021 Carrying value level 1 level 2 level 3 Fair value

In thousands of Naira

Financial assets

Intercompany receivables 16,427,725 - - 16,427,725 16,427,725

Trade recelvables 55,468,639 - - 55,468,639 55,468,639
71,896,364 - - 71,896,364 71,896,364

31 December 2021 Carrying value level 1 level 2 level 3 Fair value

In thousands of Naira

Financial liabilities

Payables to NSIA 50,168,538 = 8

1168, & 0,168,538 50,168,53

Other p'ayables 9,716,450 . - 59,716,320 g:y16:450

Borrowings 13,510,104 - - " 13,510 ,194 13,510,194

Trade payables 630,274

- - 630,274 630,274
azgﬁ‘\\_“ 6 : - zé!ozéé’ 56 74025456
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6.1 Fair valye hierarchy of finaneja] assets and financial liabilities not measured at fair value -

continu_ed
31December 2020 Carrying value level 1 level 2 level 3 Fair value
In thousands of Nairq
Financial assets
Trade receivable 16,758,542 - - 16,758,542 16,758,542
Subsidy from Federal
Government of Nigeria an : gl
cost differential on 5,679,240 = 5,679,240 5:679,24
fertilizer sales (Note 14)
Intercompany receivables — 16,427,022 . - 16,427,022 16,427,022
gagsﬁgisog - - 283865_;!804 §8!864_5804
Financial liabilities
Intercompany payables 45,281,519 - . 45,281,519 45,281,519
Other payables 9,264,159 . - 9,264,159 9,264,159
Borrowings 20,031,183 - - 20,031,183 20,031,183
Trade payables 15,140,301 - - - 15,140,301 15,140,301
89,717,162 2 89717062 89,717,162
31 December 31 December
7 Revenue 2021 2020
N'ooo N'ooo
Sale of fertilizer 4,188,375 50,052,284
Sale of special blends 170,237,432 36,922,140

1zg!é§!802 86#@5_554

Revenue from sale of fertilizer represents proceeds from sale of finished and packaged fertilizer to A,gro-dea]efs and
Stateng:ve?nments while revenue from sale of special blends represents Proceeds from sale of raw materials to
fertilizer blending plants.
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8 Cost of sales

Fertilizers

Raw materials constmed

Blending plantz fees

Direct trucking and logistics

Fertilizer clearing and testing expense
Inventory loss

Special blends

Raw materials consumed-special blends

Restacking and rebagging
Direct trucking and logistics-special blends

9 Netforeign exchange loss
Net foreign exchange Joss

10 Impairmentloss on financial assets

Impairment charge on financial asgets

10.1 The fallowing tables

—

31 Dccember 31 Da

2021 “Cembey

N'ooo Na':::g
\

3:165,652 432

489,292 ,,81724, ’47;0

2,412,313 5,259&399

- 11,106

: 5
6,067,257 Grmerild.

. 41,745,367
77,392

57059257

82,
15,816,560 2 855160
157,639,31 31,000,256

163,706,576 98 ZW-E!Q

31December 31 December
2021 2020

N'ooo " N'ooo
(2,657,021) (2,516,083)
(2,657,021)  (2,516,083)
31 December 31 December
2021 2020

N'coo N'ooo
627,103 714,711
627,103 _ 741,711 _72

b explain the changes in the [osg allowance of financial assets between the beginning and the end

2021

Trade receivables (Note 17.1)
Other recelvahleg (Note 18)
Total impairment loss

VIR v et el
5 3 R e

—_Stage1  stagea Stage 3 =

12-month Lifetime Lifetime Total

ECL ECL ECL , ~

N 'ooo N'000 N ‘000 _N'ool.

676,315 = . . 676'3;5
-—\(42&12) - - (49921

627,103 N -
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10,1 Impairment loss on financial assets - continued

Stage1 Stage 2 Stageg
12-month Lifetime Lifetime Total
ECL ECL ECL
2020 N'ooo N'ooo N'ooo N'o00
Trade rece?vabl (Note 17.1) 404,603 " - 404,603
Other x:ecemfbles (Note 18) 307,108 - - 307,108
Total impairment loss 711,711 " ~ 711,711
31 December 31 December
2021 2020
11 Administrative expenses N'ooo N'ooo
Audit fees 28,500 25,000
Advertisement and publicity 7,600 15,533
Bank charges 12,279 20,155
Custody fees - 3,816
Consulting and professional fees 5,504 52,609
Travel expenses . 33,633 47,987
Operations management expense 3,000,462 3,499
Monitoring expense 574,690 -

consultants is disclosed above.
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3,662,658 168,599
—_— 0000

Operations management expense comprises cost incurred for managing the business operations of PFI-NPK,

The Company did not incur staff cost during the financial year ended 31 December 2021 (31 December 2020: Nil). Its
operational and administrative activities are undertaken by consultants. The professional and consulting fees paid to



PFI-NPK Limited g
Annual report and financial statements for the year ended 31 December 2021

Notes to the financial statements —

12 Investment income 31December g1 Decembey

N'ooo N'oge
Interest income from treasury bill investment — 51813 B2
N 518,112
_—ﬁ'—_-\‘
Investment income relates to income earned on treasury bill.
13 Other income 31December 31 December
2021 2020
N'ooo N'aoo
Benefit from below market rate Ioan (13.1) 2,664,749 2,453,484
Recovery on inventory loss (13.2) 599,158 394,196
Income from rebagging - 61,200
Others 13,820 17,683
Discount received on purchase of raw materials 1,304,542 -
Subsidy from Federal Government of Nigeria on
cost diffential on fertilizer sales (13,3) ‘:1’14&647 o 16125506 .
85205216 18!o§2!062

13.1  Benefit from below market rate loan arose from the unwinding effect in relation to straight line amortisation of the °
fair value of the benefit over the tenor of the borrowing, See Note 24 for additional information.

13.2  Recovery on inventory loss comprises N599.158 million (2020: N394.196 million) payments received from Bejafta
Group Nigeria Limited (Bejafta) and Bauchj Fertiliser & Company,

13.3  Subsidy relates to appraved dishursement by the Federal Government of Nigeria for cost differential on the sales of
fertilizer by the Company, The subsidy of N4a5 billion (2020: N15.13 billion) was granted by the Federal
Government to the Company as settflement of the shortfalls incurred on the 2021 and 2020 Presidential Fertilizer
Initiative (PFI).

14 Interest expense

31 December 31 December
2021 2020
N'ooo N'o00 -
Interest expense on borrowings 2,507,182 3,379,699
2,507,182 3,379,699
e
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15. Income tax
The major components of income tay expense fo

r the years ended 31 December 2021 and 2020 are:
151  Statement of profit or logg

31 December 31 December

2021 2020
N
Cwrent income tax: - =2 oo
Company income tax 6
Education tax 32597'75;3 =
Police trust fund levy , 4 =
87,31 =
Deferred tax: s
Relating to origination of temporary differences (357,018) =
Income tax expense reported in the statement of profit or loss 29,305 -

As disclosed in the director's report, the Company is now fully (100% equity) owned by the Ministry of Finance

Incorporated (MOFI), following the transfer of awnership to the Ministry of Finance Incorporated which became

effective on 30 September 2021, Consequently, section 57 of the Act establishing the Nigeria Sovereign Investment

Authority of Nigeria {NSIA) which exempts the NSIA and its subsidiaries from taxes ceased to apply.

Statement of financial position

Income tax payahle

Atthe beginning of the year: - =
Current income tax for the year 387,313
Tex paid =

At the end of the year; 387,313 -
Reconciliation of tax expense and the accounting profit multiplied by PFI-NPK's tax rate for 2021 and 2020,
31 December 31 December

2021 2020
N'ooo N'ooo
Accounting profit before tax 88,140 -
At Nigeria’s statutory income tax rate of 30% (2020:Nil) 26,442 -
Police trust fund levy 4
Non-deductible expenses in determining taxable profit 331,074 .
Education tax 29,793 -
Deferred tax (357,918) -
Total tax in statement of comprehensive income ! 29,395 =
Deferred tax balances _
Deferred tax attributable to the following recoguised in statement of profit or loss:
Provisions 203,809 s
Unrealised exchange loss 154,109 -
e 357,918 -

Reflected in the statement of financial position as follows:

‘Deferred tax assets 357,918 &
. Deferved tax asset 357,918 g
- The analysis of deferred tax assets is as follows:

To be recovered after more than 12 months_ . _

To be recovered within 12 months 357,018 .
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16

17

17.1

——
Cash and cash equivalents
31Dccember g4 Decembey
2021 2020
N'ooo N'ogg
Bank balances 0,206 ,886,7
§05206!é§2 34,886 799
Maturity analysis;

Current 0,206,43 886
éo!20634§g 34,886 799

Trade receivables
31December 3z December
2021 2020
N'ooo Nooo
Trade receivables 55,468,639 16,758,542
ECL allowance on trade receivables receivables (17.1) (1,245,816) (569,501)

§45222382§ 16!1822021

A reconciliation of changes in gross carrying amount and corresponding allowance for ECL on trade receivables using
the simplified approach (lifetime ECL) is shown below,

The Company's trade receivables are current in nature,

2021 2020
Simplified approach Simplified approach
Gross carrying Gross carrying

amount ECL amount .ECL

L N'ooo N'ooo N'ooo N'ooo

As at1 Janvary 16,758,542 560,501 387,317 164,898

asset origi during th

’I:I;rw originated during the 38,710,097 676,315 16,371,225 404,603
As at 31 Decerber 56,468,639 1,245,816 16,758,542 509,501,
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18  Other receivables

31December 3y December

2021 2020
Financial assets at amortised cosg: I =000 S
Receiveables from NSIA ) 6
Intercompany receivables B 16,427, ;22
s;:bsidy from Federal Government of Nigeria on cost differentfa] op fertilizep i
sales
= - 596 0
Total financial assetg before impairment 16,427,725 22,13,?62
ECL allowance on other receivables 268,2 (317,471)
16,159,466 21,788,791
Non-financial asscls: i o
Staff advance
. 500 1,500
Advance for supply of raw materials (Note 18.1) 61,,134 11,108,691

16!2285100 §2!828§82
Maturity analysis:
Current

16,228,100 2,808,982

16,228,100 2,898,982
M

A reconciliation of changes in gross carrying amount and corresponding allowance for ECY, on other receivables using
the general approach is shown below.

2021 2020
Stage 1 Stage 1
Gross carrying ) Gross carrying
amount ECL amount ECL
N'ooo N'ooo N 'ooo N'ooo
As at1 Jannary 22,106,262 317,471 14,143,038 10,363
New asset originated - = 7,963,224 307,108
Asset derecognised /repaid (5,678,537) (49,212) - -
As at 31 Decernber 16,427,725 268,259 22,106,262 317,471

Advance for supply of raw materials refers to amount prepaid to the manufacturers of the raw materials,

Invento
o 31 December 341 December

2021 2020

N'ooo N'ooo

Raw materials 9,598,692 7,065,202
Finished goods 37,511 3,451,682
4 636,20 10,516,88
—\_________2’—3—’—3*_15._:__4_

Maturity analysis:

Current 9,636,203 10,516,884

636,20 10,516,88
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19

20

22

Inventory - continued

There was no inventory written-off in the year (2020: N0.41 billion) and raw .materigla consumed of N3.17 {,ﬂh-on
(2020: 43.27 billion) per Note 8 . There is no inventory balance pledged as security for Yiabilities at both year ends,

Contingent assets

The company expeets to receive some cash in relation to inventory loss per Note 8. The company has assessed the
receipts of the inflow to be probable and and have therefore disclosed them as cogﬁngent assets. Below are the
amounts of inflow the company expects to receive and the counterparties from which inflow ig expected as at 34
December 2021,

Counterparty Expected amount
31December 31 Decemper
2021 2020
N'ooo N'ooo
Whitefield Ventures Limited . 199,724 251,631
Bauchi Fertiliser Company - 438,680
- Bejafta Group Nigeria Limited 689,603 798,174

Total contingent assets 889.327 IEQSB!QSE

Trade payables
31December 31 December
2021 2020
N'ooo N'oco
Financial liability:
Trade payables 630,274 15,140,301
6305224 15,140,301
. Meturity analysis:
Current 630,274 15,140,301
— 530274 wsaqo,501
Other payables
31 December 31 December
2021 2020
N'ooo N'ooo
Financial liability:
Payables to NSIA 50,168,538 L
Intercompany payahles # 45,281,519
Other payables 9,716,450 9,264,159
Deferred income on RSSF borrowing (Note 22.3) 1,989,806 3,904,814
Dividends payable 5,027,703 -
Non financial liability:
Accruals 187,363 868730

67,089,860 59,319:222

46




PFI-NPK Limited
Annual report and financial statem

ents for the year ended g1 December 2021
Notes to the financial statements

22  Other payables - continued
Maturity analysis:
Non-cwrrent - 9,264,159
Current 67,089,860 50,055,063
67,089,860 19,222
00 569,310,222
221 Deferred income on Real Sector Support Facility (RSSF) borrowing relates to the deferred income on below the
market rate loan obtained from Union Bank of Nigeria Plc and United Bank for Africa Ple. The loan was secured for
the Federal Government of Nigeria's Presidential Fertilizer Initintive Scheme under the Central Bank of Nigeria's
Real Sector Support Facility(RSSF) scheme, :
The fair value of the loan was recognised initially on the grant date and subsequently amortized on a straight line
basis over the tenor of the loan, There were no unfulfilled conditions relating to the borrowing as at the reporting
date. The total amount drawn down to date is Ng5 billion, Interest expense of N2,51 billion (2020: N3.38 billion)
relating to this facility has been disclosed in the statement of comprehensive income. See notes 13.1 and 14 for
additional details,
23  Interest bearingborrowings
31December 31 December
2021 2020
N'ooo N'ooo
Real sector support facility loan 13,510,104 20,031,183
13,510,104 20!O§1!18§
Maturity analysis:
Non~current 7,813,055 16,184,977
Current ' 5,697,139 3,846,206
13,510 20,031,18
23.1 Movement in interest bearing borrowings
‘ 31December 31 December
2021 2020
. N'coo N'ooo
Openingbalanes ' 20,031,183 23,133,382
Interest expense (Note 14) 2,507,182 3,379,699
. Repayment of interest durig the year 8 (3,278,171) {731,898)
Repayment of capital during the year 750,000) 0,000
Closing balance =20:510194 20,031,183
=it ot =0,031,183
23;2 Total amount of N35 billion was approved as borrowings, and the Company has drawn down the N35 billion at the

end of the reporting period. The tenor of the loan is 6 years inclusive of 1 Year moratorium of principal only. The
interest rate paid on the facility by the Company ranges between 3.5% and 5?6. The benefit on the facility as a result of

(2020:N3.90 billion) is shown in Note 22,

" Repayments of the principal and interest portion of the loan are made quarterly and repayment is from proceeds
; ﬁ'omlg:a sale of fertilizer and raw materials,
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26

27

—

J ing short-term borrowings
Interest ~bearing s 31December 31 Decembep
2021
2020
N'ooo N'ooo

T

Short-term borrowings . 44,093,757 .

Ly A N
e O s
Short-term borrowings eomprise letters of credit (LCs) obtained from the Central Bank of Nigeria, These facilities
have maturities of 60 days to 9o days.

Share capital
31 December 31 Decembey
2021 2020
N'ooo N'ooo
Authorised share capital:
1 million ordinary shares at N1.oo each 1,000 1,000
1,000 1,000
Issued but not
paid
1 million ordinary shares at N1.00 each 1,000 1,000
1,000 1,000
Accumulated profit
. 31 December 31 December
2021 2020
N'ooo N'ooo
Opening balance = -
Profit for the year -
o 9,966,788
Dividends declared (5,027,703) -
=—_£ML=——-——‘;‘==
Capital management

The company manages its capital with the objective t s and maximise
shareholders' value. Managem, Jecive to sustain development for the business .

ent monitors the return on capital by reviewing monthly performance of its operations

The Company monitors capital using a ratio of adj . . di net
debt o defned s toal ebltios comprtog oo, 26t debt 0 adjusted oquty. For this purposs, ety

cash
: . g payables to count i :oations, less cash and
equivalents. Adjusted equity comprises all components of equity, SRR R O E DU
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The Company’s adjusted net debt to equity ratio at 31 December 2021 was as follows:

31 December 31 December
2021 2020
N ‘000 N'ooo
Cash and cash equivalents 50,206,439 34,886,799
Less: Total liabilities 125,711,398 ( 0,706)
Net deﬂ(':it (75,504,959)  (59,603,907)
Total equity 4,940,085 1,000
Adjusted equity 4,940,085 1,000
Net deficit to adjusted equity ratio (15.28)  (59,603.91)

28 Related parties
There were no related party transactions recorded by the company during the year. Related parties transactions and

balances.
Related party Relationship
Nigeria Sovereign Investment Authority (NSIA) #+{Jltimate parent corupany
] Related party balances
. 2021 2020
N'oo0 N'ooo
Receivable - Intercompany receivable
Nigeria Sovereign Investment Authority (NSIA) . - 16,427,022
- 16,427,022
2021 2020
Payable - Intercompany payable N'ooo N'ooo
Nigeria Sovereign Investment Authority (NSIA) - 45,281,519
S 45,281,519

#%The Company is no longer a subsidiary of Nigeria Sovereign Investment Authority, following the transfer of
ownership of the Company to the Ministry of Finance Incorporated (MOFI). See Note 1.

The receivable of N16.4 billion due from NSIA arose from receipts of proceeds on sales of fertilizer by NSIA on behalf
of the Company.

The payable to NSIA relates to the stop gap funding provided to the Company by NSIA to kick-off the Presidential
Fertilizer Initiative program and other expenses incurred on behalf of the Company.

Related party transactions
The following transactions occurred between the Company and related parties during the financial period:
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2021 2020
Related party Transaction type NGN'ooo  NGN'ooo
Nigeria Sovereign Investment Receipts for sale of fertilizer by NSIA on
‘Authority (NSIA) behalf of the company. - 7,542,433
Nigeria Sovereign Investment Payment for operating expenses by NSIA.

‘Anthority (NSIA) (Consultancy fees, travel expenses) - 39,862




