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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
GRENADA ELECTRICITY SERVICES LIMITED

Opinion
We have audited the financial statements of Grenada Electricity Services Limited, which comprise the
statement of financial position at December 31%, 2017, and the statement of comprehensive income,

statement of changes in equity and statement of cash flows for the year then ended, and notes to the

financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at December 31%, 2017 and its financial performance and its cash flows for
the year then ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for the Audit
of the Financial Statements section of our report. We are independent of the Company in accordance with
the ethical requirements that are relevant to our audit of the financial statements in Grenada, and we have
fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that in our professional judgment were of most significance in our
audit of the financial statements of the current year. These matters are addressed in the context of our
audit of the financial statements as a whole, and in forming our opinions thereon, and we do not provide a

separate opinion on these matters. There were no key audit matters to communicate.

Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRSs, and for such internal control as management determines is necessary to enable the

preparation of financial statements that are free from material misstatement, whether due to fraud or error.
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF

GRENADA ELECTRICITY SERVICES LIMITED
(continued)

In preparing the financial statements, management is 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 management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

Auditors’ Responsibilities for the Audit of the Financial Statements

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

basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional

scepticism throughout the audit. 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.
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF

GRENADA ELECTRICITY SERVICES LIMITED
(continued)

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

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

Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a

manner that achieves fair presentation.

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

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and communicated with them all relationships and other
matters that my reasonably be thought to bear on our independence, and where applicable, related
safeguards.

The engagement partner on the audit resulting in this independent auditors’ report is Mr. Henry A.

Joseph.
GRENADA /{ /
March 7%, 2018 Accountants & Business Advisers
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GRENADA ELECTRICITY SERVICES LIMITED
STATEMENT OF FINANCIAL POSITION AT 31ST DECEMBER, 2017

(Expressed in Eastern Caribbean Currency Dollars)

2017 2016
ASSETS Notes $ $
Non-Current Assets )
Property, plant and equipment 4 79,385,244 71,934,183
Suspense jobs in progress 5 1,621,984 2,296,655
Capital work in progress 6 6,360,367 8,645,737
Available-for-sale financial assets 7 (a) 800.066 800.066
88.167.661 83.676.641
Current Assets
Inventories ) 8 17,212,092 16,441,221
Trade and other receivables 9 22,941,058 19,969,894
Income tax prepaid i 92,157 -
Loans and receivables financial assets 7 (b) 33,606,869 33,411,543
Cash and cash equivalents 10 1.460.892 1,859,489
75.313.068 71.682.147
TOTAL ASSETS 163,480,72 155,358,788
EQUITY AND LIABILITIES
EQUITY )
Stated capital 11 32,339,840 32,339,840
Hurricane insurance reserve 15 24,000,000 22,000,000
Retained earnings 22.266.799 16.976.450
78.606.639 71.316.290
Non-Current Liabilities
Customers’ deposits 12 15,404,496 14,921,944
Long-term borrowings 13 37,038,542 41,042,708
Deferred tax liability 20 5.301.241 3.956,353
57.744.279 59.921.005
Current Liabilities
Short-term borrowings 13 6,300,573 4,008,251
Trade and other payables ) 16 14,660,688 12,365,037
Customers’ contribution to line extensions 2 (m) 1.167.900 1,583,807
Provision for retirement benefits 14 405.678 195,255
Provision for profit sharing 4,594,972 4,960,633
Provision for income tax - 1.008.510
27.129.811 24.121.493
TOTAL LIABILITIES 84.874.090 84.042.498
TOTAL EQUITY AND LIABILITIES 480,729 155,358

The notes on pages 10 to 38 form an integral part of these fina

= % :Director ‘

ial statements

/Ol

:Director



GRENADA ELECTRICITY SERVICES LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31ST DECEMBER, 2017

(Expressed in Eastern Caribbean Currency Dollars)

INCOME
Sales - non fuel charge
- fuel charge
Unbilled sales adjustments

Gross Sales
Other income

Total income

LESS: OPERATING EXPENSES
Production expenses
Diesel consumed
Administrative expenses
Distribution services
Planning and engineering

Total operating expenses

Operating profit
Less: Finance costs

Profit for year before allocations and taxation

ALLOCATIONS

Less: Transfer to hurricane insurance reserve
Donations
Profit sharing

Profit for year before taxation
Less: Provision for taxation
Current tax

Deferred tax

Profit for year after taxation

Other comprehensive income
Disposal of available-for-sale financial assets

TOTAL COMPREHENSIVE INCOME FOR THE YEAR

EARNINGS PER SHARE

The notes on pages 10 to 38 form an integral part of these financial statements

Notes

2 (v)

17

18

2017
$

83,287,156
65,636,365
794.034

149,717,555
1.818.788

151,536,343
14,881,136
65,370,240
20,420,675
15,436,571

2.635.220

118.743.842

32,792,501
2,660.580

30,131,921
2,000,000
1,406,596
5.952.245
9.358.841

20,773,080

4,257,843
1,344,888

15,170,349

1 349
0.80

PKF

2016
$

82,036,736
53,838,920
_105.655

135,981,311
1,622,400

137.603.711
11,530,094
51,946,761
19,119,283
14,875,159

2.614.048

100.085,345

37,518,366
4,321,674

33.196.692
2,000,000
1,559,835
6.352.845
9.912.680

23,284,012

5,508,510
1,449,184

16,326,318

(8.040)

16,318,278
0.86
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GRENADA ELECTRICITY SERVICES LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31ST DECEMBER, 2017

(Expressed in Eastern Caribbean Currency Dollars)

The notes on pages 10 to 38 form part of these financial statements

2017 2016
OPERATING ACTIVITIES $ $
Profit for the year before taxation 20,773,080 23,284,012
Adjustments for:
Depreciation 6,210,754 6,613,807
Gain on disposal of property, plant and equipment (102.390) 125.816)
Operating surplus before working capital changes 26,881,444 29,772,003
(Increase)/decrease in trade and other receivables (2,971,164) 1,408,777
Increase in trade and other payables 2,362,297 3,145,757
Increase/(decrease) in provision for retirement benefits 210,423 (131,500)
Increase in inventories (770,871) (1,616,571
Decrease in amount due to related company - (84,013
Decrease in provision for profit sharing (365.661) (217.442
25,346,468 32,277,011
Income tax paid (5.358.510) (5.644.071)
Cash provided by operating activities 19,987,958 26.632.940
INVESTING ACTIVITIES
Decrease in available-for-sale financial assets - 24,054
Disposal of property, plant and equipment 102,920 129,750
Decrease/(increase) in suspense jobs in progress 674,671 (28,518
Decreascf&increase) in capital work in progress 2,285,370 (6,273,504
(Increase)/decrease in loans and receivables financial assets (195,326) 6,364,389
Increase in customers” contribution to line extensions 2,050,665 229,922
Purchase of property, plant and equipment (15.713.010) (5.898.946)
Cash used in investing activities (10,794.710) (5.452.853)
FINANCING ACTIVITIES
Dividends paid (9,880,000) (66,880,000
Decrease in other reserves - (8,040
Increase in hurricane insurance reserve 2,000,000 2,000,000
Proceeds of loan - 48,050,000
Repayment of borrowings (4,004.167) (19,100.873)
Cash used in financing activities (11.884.167) (35.938.913)
Net decrease in cash and cash equivalents (2,690,919) (14,758.,826)
Cash and cash equivalents - at the beginning of year 1.855.405 16,614,231
- at the end of year (835,514) 1.855.405
REPRESENTED BY
Cash and cash equivalents (835,514) 1,855.40
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
AT 31ST DECEMBER, 2017

CORPORATE INFORMATION

Grenada Electricity Services Limited (the Company) is public and is registered in Grenada. It is
engaged in the generation and supply of electricity throughout Grenada, Carriacou and Petit
Martinique. It is a subsidiary of Grenada Private Power Limited of which WRB Enterprises, Inc.
is the majority owner.

The Company was issued a certificate of continuance under Section 365 of the Companies Act on
November 8th, 1996.

The Company operates under the Electricity Supply Act 19 of 2016 and has a licence for the
exercise and performance of functions relating to the supply of electricity in Grenada. The
Company is listed on the Eastern Caribbean Securities Exchange.

The registered office is situated at Grand Anse, St. George’s, Grenada.

The Company employed on average two hundred and forty-four (244) persons during the year
(2016- 230).

SIGNIFICANT ACCOUNTING POLICIES

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

(a) Basis of Preparation

These financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRS) under the historical cost convention.

The preparation of financial statements in conformity with IFRS’s requires the use of certain
critical accounting estimates. It also requires management to exercise its judgment in the process
of applying the company’s accounting policies. Although those estimates are based on
management’s best knowledge of current events and conditions, actual results could differ from
these estimates. The areas involving a higher degree of judgment or complexity, or areas where
assumptions and estimates are significant to the financial statements are disclosed in note 3.

10
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS

AT 31ST DECEMBER, 2017
(continued)

SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) New Accounting Standards, Amendments and Interpretations (continued)

PKF

(i) There are no new standards, amendments or interpretations that are effective for the first
time for the financial year beginning on or after 1st January, 2017 that would be expected to
have a material impact on the Company’s financial statement.

(i) New standards, amendments and interpretations issued but not effective for the financial
year beginning 1st January, 2017 and not early adopted. These either do not apply to the
activities of the Company or have no material impact on its financial statements.

Effective for annual periods
Standard Description beginning on or after
IAS 28 Investments in Associates and Joint Ventures 1 January, 2019
{)r;\;eitrTer(lzrigr)l%er;teyrit;F)ransfers of Investment 1* January, 2018
IAS 40 perty
Investment Property: Long-term Interests in st
Associates and Joint Ventures (amendments) 1" January, 2019
Share-based payment: Classification and
IFRS 2 Measurement of Share-based payment 1* January, 2018
Transactions (amendments)
IFRS 4 Insurance contracts: Overlay/deferral
approach (amendment) 1* January, 2018

11



2. SIGNIFICANT ACCOUNTING POLICIES (continued)

GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS

AT 31ST DECEMBER, 2017

(continued)

(b) New Accounting Standards, Amendments and Interpretations (continued)

PKF

Effective for annual periods
Standard Description beginning on or after

IFRS 9 Financial Instruments: Classification and

Measurement 1* January, 2018

Financial Instruments: Prepayment features

with negative compensation (amendment) 1* January, 2019
IFRS 15 Revenue from Contracts with Customers 1* January, 2018
IFRS 16 | Leases 1* January, 2019
IFRS 17 Insurance Contracts I January, 2021
IFRIC 22 | Foreign Currency Transactions and Advance 1* January, 2018

Consideration (interpretation)
IFRIC 23 | Uncertainty over Income Tax Treatments 1* January, 2019

(interpretation)

(c) Property, Plant and Equipment

Recognition and Measurement

Property, plant and equipment consist of building, plant and machinery, motor vehicles, furniture
and fittings and are stated at historical cost less accumulated depreciation.

12
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
AT 31ST DECEMBER, 2017
(continued)

2: SIGNIFICANT ACCOUNTING POLICIES (continued)
(¢) Property, Plant and Equipment (continued)

Historical cost includes expenditure that is directly attributable to the acquisition of the asset. The
cost of self-constructed assets includes the cost of materials and direct labour, any other costs
directly attributable to bringing the asset to a working condition for its intended use, and the costs
of dismantling and removing the items and restoring the site on which they are located.
Purchased software that is integral to the functionality of the related equipment is capitalised as
part of that equipment.

Gains and losses on disposal of an item of property, plant and equipment are determined by
comparing the proceeds from disposal with the carrying amount of property, plant and equipment
and are recognized as income in the statement of comprehensive income.

Subsequent Expenditure

The cost of replacing part of an item of property, plant and equipment is recognized in the
carrying amount of the item or recognised as a separate asset, as appropriate, only when it is
probable that the future economic benefits embodied within the part will flow to the Company
and its cost can be measured reliably. The carrying amount of the replaced part is derecognized.
The costs of the day-to-day servicing and other repairs and maintenance of property, plant and
equipment are recognized in the statement of comprehensive income during the financial period
in which they are incurred.

Depreciation

Depreciation is recognized in the statement of comprehensive income on a straight-line basis over
the estimated useful lives of each part of an item of property, plant and equipment. Leased
assets are depreciated over the shorter of the lease term and their useful lives unless it is
reasonably certain that the Company will obtain ownership by the end of the lease term. Land
and rights are not depreciated. No depreciation is provided on work-in-progress until the assets
involved have been completed and available for use.

The annual rates of depreciation for the current and comparative periods are as follows:

% Per Annum

Building and construction 2.5-10
Plant and machinery 33-10
Motor vehicles 15
Furniture, fittings and equipment 12.5-20

13
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GRENADA ELECTRICITY SERVICES LIMITED
NOTES TO THE FINANCIAL STATEMENTS
AT 31ST DECEMBER, 2017

(continued)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(c¢) Property, Plant and Equipment (continued)

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

(d) Foreign Currencies Translation
Foreign currency transactions during the year were converted into Eastern Caribbean Currency
Dollars at the exchange rates prevailing at the dates of the transactions. Assets and liabilities at
the statement of financial position date are expressed in EC$ at the following rate:

EC$2.7169 to US$1.00 - (2016: EC$2.7169)

Differences on exchange on current liabilities are reflected in the statement of comprehensive
income in arriving at net income for the year.

(e) Financial Instruments

Financial instruments are contracts that give rise to a financial asset of one entity and a financial
liability or equity instrument of another entity.

Financial assets and financial liabilities are recognised on the Company’s statement of financial
position when the Company becomes a party to the contractual provisions of the instrument.

Recognition and measurement

All regular way purchases and sales of financial assets are recognised or derecognised on the
trade date that is the date on which the Company commits itself to purchase or sell an asset. A
regular way purchase and sale of financial assets is a purchase or sale of an asset under a contract
whose terms require delivery of the asset within the time frame established generally by
regulation or convention in the market place concerned.

When financial assets are recognised initially, they are measured at fair value of the
consideration given plus transaction costs directly attributable to the acquisition of the asset.

14
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
AT 31ST DECEMBER, 2017

(continued)

SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial Instruments (continued)

Financial assets are derecognised when the contractual rights to receive the cash flows expire or
where the risks and rewards of ownership of the assets have been transferred.

Financial assets

The Company classifies its financial assets into the following categories: Loans and receivables
and available-for-sale. Management determines the appropriate classification of its financial
assets at the time of purchase and re-evaluates this designation at every reporting date.

Loans and receivables

Investments classified as loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted on the active market. They are included in current
assets, except for maturities greater than twelve (12) months after the statement of financial
position date are classified as non-current assets. The Company’s loans and receivables comprise
fixed and certificate of deposits.

Available-for-sale

Investments are classified as available-for-sale as they are intended to be held for an indefinite
period. These investments may be sold in response to needs for liquidity or changes in interest
rates or equity prices. These investments are carried at fair value, based on quoted market prices
where available. However, where a reliable measure is not available, cost is appropriate. Where
available-for-sale investments are carried at fair value unrealized gains or losses are recognized
directly in equity until the investment is derecognised or determined to be impaired at which time
the cumulative gain or loss previously recorded in equity is recognized in profit or loss.
Available-for-sale investments are included in non-current assets unless management intends to
dispose of the investment within twelve (12) months of the statement of financial position date.

Fair Value

The fair value of investments that are actively traded in organized financial markets is
determined by reference to quoted market bid prices at the close of business on the statement of
financial position date. For investments where there is no active market, fair value is determined
using valuation techniques. Such techniques include using recent arm’s length market
transactions; reference to the current market value of another instrument which is substantially
the same; discounted cash flow analysis or other valuation models.

15
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
AT 31ST DECEMBER, 2017

(continued)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(e) Financial Instruments (continued)
Impairment of financial assets

The Company assesses at each statement of financial position date whether there is objective
evidence that a financial asset or group of financial assets is impaired.

A financial asset or group of financial assets is impaired and impairment losses are incurred if and
only if, there is objective evidence of impairment as a result of one or more events that occurred
after the initial recognition of the asset (a “loss event™) and that event (or events) has an impact on
the estimated future cash flows of the financial asset or group or financial assets that can be
reliably estimated.

Objective evidence that a financial asset or group of financial assets is impaired includes
observable data that comes to the attention of the Company about the following loss events:

)] Significant financial difficulty of the issuer or obligor.
(ii) A breach of contract, such as default or delinquency in interest or principal payments.

(iii) It is becoming probable that the borrower will enter bankruptcy or other financial re-
organization.

(iv)  The disappearance of an active market for that financial asset because of financial
difficulties.

) Observable data indicating that there is a measurable decrease in the estimated cash
flows from a group of financial assets since the initial recognition of those assets,
although the decrease cannot yet be identified with individual financial assets in the
group, including adverse changes in the payment status of borrowers in the Company or
national or economic conditions that correlate with defaults on assets in the Company.

The Company first assesses whether objective evidence of impairment exists individually for
financial assets that are individually significant. If the Company determines that no objective
evidence of impairment exists for an individually assessed financial asset, it includes the asset in a
group of financial assets with similar credit risk characteristics and collectively assesses them for
impairment. Assets that are individually assessed for impairment and for which an impairment
loss is or continues to be recognised are not included in a collective assessment of impairment.

16
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
AT 31ST DECEMBER, 2017

(continued)

2, SIGNIFICANT ACCOUNTING POLICIES (continued)

(e) Financial Instruments (continued)

Impairment losses are recorded in an allowance account and are measured and recognised as
follows:

i Financial assets measured at amortised cost

The difference between the asset’s carrying amount and the present value of the estimated
future cash flows discounted at the financial asset’s original effective interest rate is
recognised in the statement of comprehensive income.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease
can be related objectively to an event occurring after the impairment was recognised (such
as improvement in the debtor’s credit rating), the previously recognised loss is reversed to
the extent that the carrying amount of the financial asset does not exceed what the
amortised cost would have been had the impairment not been recognised at the date that the
impairment is reversed. The amount of the reversal is recognised in the statement of
comprehensive income.

ii  Financial assets measured at cost

The difference between the asset’s carrying amount and the present value of the estimated
future cash flows (excluding future credit losses that have not been incurred) discounted at
the current market’s rate of return for similar financial assets is recognised in the statement
of comprehensive income. These losses are not reversed.

Financial Liabilities

When financial liabilities are recognised initially, they are measured at fair value of the
consideration given plus transaction costs directly attributable to the acquisition of the liability.
Financial liabilities are re-measured at amortised cost using the effective interest method.

Financial liabilities are derecognised when they are extinguished that is when the obligation
specified in the contract is discharged, cancelled or expired. The difference between the
carrying amount of a financial liability extinguished and the consideration paid is recognised in
the statement of comprehensive income.
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
AT 31ST DECEMBER, 2017

(continued)

SIGNIFICANT ACCOUNTING POLICIES (continued)

() Inventories

Inventories are stated at the lower of cost incurred in bringing each product to its present location
and condition and net realizable value. Cost is determined on a first-in, first-out basis. Net
realizable value is the price at which stock can be realized in the normal course of business.

(g) Trade receivables

Trade receivables are amounts due from customers for services performed in the ordinary course
of business. If collection is expected in one year or less, they are classified as current assets. If
not, they are presented as non-current assets.

Trade receivables are recognized initially at fair value and subsequently measured at amortized
cost using the effective interest method, less provision for impairment. Trade receivables, being
short-term, are not discounted. A provision for impairment of trade receivables is established
when there is objective evidence that the Company will not be able to collect all amounts due
according to the original terms of the receivable. Significant financial difficulties of the debtor
and default or delinquency in payment are considered indicators that the trade receivable is
impaired.

(h) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and at bank and short-term demand deposits
with original maturity of three (3) months or less.

(i) Stated capital
Ordinary shares are classified as equity.
(i) Trade payables
Trade payables are obligations to pay for goods or services that have been acquired in the

ordinary course of business from suppliers. Trade payables are classified as current liabilities if
payment is due within one year or less. If not, they are presented as non-current liabilities.

18
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
AT 31ST DECEMBER, 2017

(continued)

SIGNIFICANT ACCOUNTING POLICIES (continued)
(k) Borrowings

Borrowings are recognised at fair value net of transaction cost incurred. Borrowings are
subsequently stated at amortized cost: any difference between the proceeds, net of transaction
cost, and the redemption value is recognised in the statement of comprehensive income over the
period of borrowings. Borrowings are classified as current liabilities unless the Company has an
unconditional right to defer settlement of the liability for at least twelve (12) months after the date
of the statement of financial position.

() Customers’ deposits

Given the long-term nature of the customer relationship, customer deposits are shown in the
statement of financial position as non-current liabilities (i.e. not likely to be repaid within twelve
(12) months of the date of the statement of financial position).

(m) Customers’ contribution to line extensions

In certain specified circumstances, customers requiring line extensions are required to contribute
toward the estimated capital cost of the extensions. These contributions are amortised over the
estimated useful lives of the relevant capital cost at an annual rate of 5%. The annual amortisation
of customer contributions is deducted from the depreciation charge for Transmission and
Distribution provided in respect of the capital cost of these line extensions.

Contributions in excess of the applicable capital cost of line extensions are recorded as other
revenue in the period in which they are completed. Contributions received in respect of jobs not
yet started or completed at the year-end are grouped with creditors, accrued charges and
provisions. The capital costs of customer line extensions are included in property, plant and
equipment.

(n) Employee benefits
Profit sharing scheme
The Company operates a profit sharing scheme and the profit share to be distributed to Unionized
employees each year is based on the terms outlined in the Union Agreement. Employees receive
their profit share in cash. The Company accounts for profit sharing as an expense, through the

statement of comprehensive income. The Company also has a gainsharing plan for management
employees that are accounted for in the same manner as profit sharing.
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GRENADA ELECTRICITY SERVICES LIMITED
NOTES TO THE FINANCIAL STATEMENTS
AT 31ST DECEMBER, 2017

(continued)

2, SIGNIFICANT ACCOUNTING POLICIES (continued)

(o) Income tax

The charge for the current year is based on the results for the year as adjusted for disallowed
expenses and non-taxable income. It is calculated using the applicable tax rates for the period.

(p) Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as a
result of past events, if it is probable that an outflow of resources will be required to settle the
obligation and a reliable estimate of the amount can be made.

(q9) Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for the sale of goods
and services in the ordinary course of the Company’s activities.

(i) Sale of energy

Revenue from energy sales is based on meter readings, which are carried out on a
rotational basis throughout each month. A provision of 50% of the current month’s
billings is made to record unbilled energy sales at the end of each month. This estimate is
reviewed periodically to assess reasonableness and adjusted where required.
The provision for unbilled sales is included in accrued income.

(ii)  Interest income

Interest income is recognised on an accrual basis.

(r) Dividends

Dividends that are proposed and declared during the period are accounted for as an appropriation
of retained earnings in the statement of changes in equity.

Dividends that are proposed and declared after the statement of financial position date are not
shown as a liability on the statement of financial position but are disclosed as a note to the
financial statements.
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
AT 31ST DECEMBER, 2017

(continued)

SIGNIFICANT ACCOUNTING POLICIES (continued)

(s) Related parties
Parties are considered to be related if one party has the ability to control the other party or
exercise significant influence over the other party in making financial or operating decisions.

Transactions entered into with related parties in the normal course of business are carried out on
commercial terms and conditions during the year.

(1) Finance costs

Finance costs are recognised in the statement of comprehensive income as an expense in the
period in which they are incurred.

(u) Provision for doubtful debts
Provision is made as follows:
100% on receivables >90 days

and 50% on receivables >60 days, both net of Government of Grenada balances.

Accounts are written off against the provision when they are considered to be uncollectible. The
total provision at 31st December, 2017 amounted to $3,308,361 (2016 - $4,057,889).

(v) Provision for unbilled sales

The provision and adjustment with comparatives at 31st December, 2017 are calculated as

follows:
2017 2016
$ $
Sales revenue for December after discounts 13.272.881 11.684.812
50% of above = provision at 31/12/17 6,636,440 5,842,406
= provision at 31/12/16 5,842.406 5,736,751
Increase in provision during the year 794,034 105,655
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
AT 31ST DECEMBER, 2017

(continued)

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS IN APPLYING
ACCOUNTING POLICIES

The development of estimates and the exercise of judgment in applying accounting policies may
have a material impact on the Company's reported assets, liabilities, revenues and expenses. The
items which may have the most effect on these financial statements are set out below.

Impairment of financial assets

Management assesses at each statement of financial position date whether assets are impaired. An
asset is impaired when the carrying value is greater than its recoverable amount and there is
objective evidence of impairment. Recoverable amount is the present value of the future cash
flows. Provisions are made for the excess of the carrying value over its recoverable amount.
Property, plant and equipment

Management exercises judgment in determining whether future economic benefits can be derived

from expenditures to be capitalized and in estimating the useful lives and residual values of these
assets.

Impairment of inventory

Provision is made for slow-moving and obsolete stock on an annual basis.
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PKF

GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
AT 31ST DECEMBER, 2017

(continued)

SUSPENSE JOBS IN PROGRESS

This represents capital injections with respect to requested customers’ suspense jobs not
completed at year-end.

CAPITAL WORK IN PROGRESS

2017 2016
$ $
Generation 5,744,258 7,986,199
Computers and software upgrades 58,527 289,471
Tools and equipment - 46,329
Furniture and equipment - 9,194
Distribution 533,802 313,386
Motor vehicles 23,780 1.158
6.360.367  8.645.737
FINANCIAL ASSETS
(a) Available for sale
Government of Grenada - Treasury Bills 800,066 00,0

(b) Loans and receivables

Fixed deposit — Republic Bank (Grenada) Ltd 10,013,884 8,867,313
Fixed deposit — Grenada Co-operative Bank Ltd 10,415,563 11,876,072
Fixed deposit — RBTT Bank Grenada Limited 10,450,016 9,946,862
USS certificate of deposit- Cayman National 2,727,406 2,721,296

33,606,869 11,54

Included in the above is an amount of $23,985,100 for Hurricane Insurance Reserve invested in
Treasury Bills and fixed deposits held with the Republic Bank (Grenada) Limited, RBTT Bank
Grenada Limited, Cayman National Bank and the Grenada Co-operative Bank Limited.
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GRENADA ELECTRICITY SERVICES LIMITED
NOTES TO THE FINANCIAL STATEMENTS
AT 31ST DECEMBER, 2017

(continued)

8. INVENTORIES

2017 2016
$ $
The following is a breakdown of stock on hand:
Motor vehicle spares 995,936 977,981
Distribution 5,825,150 6,011,939
Generation spares 8,733,543 7,665,896
Fuel and lubricating oil 453,585 600,953
General stores 2.409.957 2.324.093
18,418,171 17,580,862
Less: Obsolescence provision 1.206.079 1,139.641
17,212,092 16,441,221
(a) TRADE AND OTHER RECEIVABLES
Customers' accounts 16,136,012 14,814,735
Less: Provision for doubtful debts 3.290,368 3.594.296
12.845.644 11.220.439
Other debtors 1,566,326 1,721,252
Less: Provision for doubtful debts 17,993 463.594
1.548.333 1.257.658
14,393,977 12,478,097
Provision for unbilled sales 6,636,440 5,842,406
Prepayments 1,910,641 1.649.391
22,941,058 19.9 4
As of the statement of financial position date, the aging analysis of customers’ accounts is as
follows:
30 days 31- 60 days 61-90 days  Over 90 days Total
2017 $11,645.589 $1,110,393 $180.077 $3,199953  $16,136,012
2016 $9,768,731 $1.325.126 $268.52 $3.,452.34 $14,814,732
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
AT 31ST DECEMBER, 2017

(continued)

9. (b) BAD DEBT PROVISION
(i) Customers’ accounts

As at December 31%, 2016
Net change in provision

As at December 31%, 2017
(ii) Other debtors

As at December 31%, 2016
Net change in provision

As at December 31%, 2017

10. CASH AND CASH EQUIVALENTS

Cash on hand

Bank of Tampa

Bank of Nova Scotia

Republic Bank (Grenada) Limited

CIBC FirstCaribbean International Bank Limited
Grenada Co-operative Bank Limited

Bank overdraft (note 13)

Cash and cash equivalents in the statement of cash flows

11. STATED CAPITAL

Authorised

25,000,000 ordinary shares of no par value
Issued and fully paid

19,000,000 ordinary shares of no par value

27
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2017 2016
$ $
3,594,296 4,802,325
(303.928)  (1.,208,029)
3.290.368 3,594,296
463,594 433,924
(445.601) 29.670
17903 463,504
6,700 6,200
378,406 595,595
84,488 686,479
462,066 -
456,419 368,587
72.813 202,628
1,460,892 1,859,489
(2.296.406) (4.084)
5,514 1,855.40
32,339,840 32,339,840
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PKF

GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
AT 31ST DECEMBER, 2017

(continued)

CUSTOMERS’ DEPOSITS

All customers are required in accordance with the 2016 Electricity Supply Act (ESA) Schedule 1
to provide a security deposit which is normally equivalent to one (1) month’s consumption.
Interest accrued is credited to customers’ accounts in the first billing cycle of the year. The cash
deposit is refunded with accumulated interest when the account is terminated.

BORROWINGS

2017 2016
Long-term $ $
CIBC First Caribbean International Bank Limited 41,042,709 45,046,875
Less: Current portion 4,004,167 4,004,167
Total long-term 37,038.542 41,042,708
Short-term
Bank overdraft 2,296,406 4,084
Borrowings current portion 4,004,167 4,004,167
Total short-term 6.300.573 4,008,251
Total borrowings 43.339.115 45,050,959

On February 29, 2016 the Company signed a Mortgage Debenture with CIBC First Caribbean
International Bank (Barbados) Limited (the Bank) for a credit facility of up to
XCD$48,050,000.00.

The loan bears interest at a rate of 4.75% per annum over the first five years and thereafter the
interest will be the prime rate less 5.90% subject to a floor of 3.60% per annum. Presently the
prime rate is 8.50% per annum. The loan is amortized over a twelve-year period and repayable
via 32 quarterly principal payments of XCD$1,001,041.67 with a balloon payment of
XCD$16,016,666.56. Interest will be paid quarterly in arrears and accrue on an actual/365-day
basis. The facility is collateralized under a first priority mortgage obligation and debenture
charge over the fixed and floating assets of the Borrower stamped to cover XCD$48,050,000.

The Company has an overdraft facility of $4.5 million with CIBC First Caribbean International
Bank Limited with interest at the rate of 6.5% per annum.
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS

AT 31ST DECEMBER, 2017

(continued)

14. PROVISION FOR RETIREMENT BENEFITS

PKF

The Company operates a defined contribution plan for its employees. Payment of benefits
accrued is made upon the resignation or retirement of employees by the relevant Trust.

The balance of $405,678 at the statement of financial position date relates to amounts payable to

the Trusts for December 2017.

15. PROVISION FOR HURRICANE INSURANCE RESERVE

Balance at beginning of year
Add: Provision for the year

Balance at end of year

16. TRADE AND OTHER PAYABLES

Trade creditors
Sundry creditors
Accrued expenses

17.  OTHER INCOME

Sundry revenue
Gain on disposal of fixed assets

29

2017
$

22,000,000
2,000,000

24,000,000

7,944,029
4,050,575
2,666,084

14,660,688

1,715,868
102.920

1,818,788

2016
$

20,000,000
2,000,000

22,000,000

5,907,782
4,113,159
2.344.096

12,365,037

1,496,584
125.816

1,622,400
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS

AT 31ST DECEMBER, 2017
(continued)
18. FINANCE COSTS

2017 2016

$ $

Bank loans/Bond interest 2,060,912 3,762,440

Other bank interest 16,269 2,117

Other 583.399 557117

2,660,580 4,321,674

19. RELATED PARTY TRANSACTIONS

i) The following transactions were carried out with WRB Enterprises, Inc., Grenada Private Power
Limited and the National Insurance Scheme:

a) Sale of electricity - NIS 199,083 195,538
b) Management services- WRB Enterprises, Inc. 600,000 600,000
¢) Loan repayments- NIS - 936,978

d) Payment of dividends:

NIS 1,146,516 1,761,030
Grenada Private Power Limited 4,940.000 33,440,000

ii) Compensation of key management personnel of the Company:

Salaries and other benefits 3,532.413 3,415,895
Directors’ Fees 259.520 234,250
Past employment benefit provisions 469,848 458.828
Loans receivable from key management personnel 122,527 138,927
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
AT 31ST DECEMBER, 2017

(continued)

TAXATION
Current year

Income taxes in the statement of comprehensive income vary from amounts that would be
computed by applying the statutory tax rate for the following reasons:

2017 2016
$ $
Profit for the year before taxation 20.773.080 23.284.012
Tax at applicable statutory rate (30%) 6,231,924 6,985,204
Tax effect of items that are adjustable in determining:
Tax exempt income (100,745) (143,005)
Effect of expenses not deductible for tax purposes (1.873.336) (1.333.689)
Provision for taxation 4,257,843 5,508,510
Deferred tax liability
Balance at the beginning of the year (3,956,353) (2,507,169)
Deferred tax charge (1.344.888) (1.449.184)
Balance at the end of the year 241 (3,956,353)
The deferred tax liability consists of the following components:
Delayed tax depreciation 17,676,803 13,187,841
Deferred tax liability at 30% (5301.241) (3.956.353)
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GRENADA ELECTRICITY SERVICES LIMITED I I : I

NOTES TO THE FINANCIAL STATEMENTS
AT 31ST DECEMBER, 2017

(continued)

CONTINGENT LIABILITIES

At the statement of financial position date, the Company was contingently liable to the
Government of Grenada for customs bonds in the amount of $100,000.

DIVIDENDS

During the year ended December 31%, 2017, a dividend of 52 cents per ordinary share amounting
to $9,880,000 was declared and paid.

FINANCIAL RISK MANAGMENT

The Company’s activities expose it to a variety of financial risks: credit risk, operational risk,
liquidity risk and market risk (including foreign exchange and interest rate risk). The Company’s
overall risk management policy is to minimise potential adverse effects on its financial
performance and to optimise shareholders value within an acceptable level of risk. Risk
management is carried out by the Company’s management under direction from the Board of
Directors.

The Board of Directors has established committees which are responsible for developing and
monitoring the Company’s risk management policies in their specified areas. These committees
report to the Board of Directors on their activities. The committees and their activities are as
follows:

Audit Committee

The Audit Committee has oversight for the integrity of the financial statements and reviews the
adequacy and effectiveness of internal controls and risk management procedures.

Loans Committee
The Loans Committee is comprised of members of management who are responsible for

approving staff loan applications and ensuring that only those that meet the requirements set out
in the Staff Loan and Procedure Policy are approved.
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
AT 31T DECEMBER, 2017

(continued)

FINANCIAL RISK MANAGEMENT (continued)
The Company’s exposure and approach to its key risks are as follows:
Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counter-party to a
financial instrument fails to meet its contractual obligations. The Company’s exposure to credit
risk arises principally from the Company’s trade receivables and financial investments.

Credit risk with respect to trade receivables is substantially reduced due to the policies
implemented by management. Deposits are required from all customers upon application for a
new service and management performs periodic credit evaluations of its general customers’
financial condition.

With respect to credit risk arising from other financial assets, that of cash and cash equivalents
and financial investments, the Company places these funds with highly rated financial
institutions to limit its exposure.

The Company’s maximum exposure to credit risk equals the carrying amount of its financial
assets. Based on the above, however, management does not believe significant credit risk exists
at December 31%, 2017.

Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes
associated with the Company’s processes, personnel, technology and infrastructure, and from
external factors other than credit, market and liquidity risks such as those arising from legal and
regulatory requirements and generally accepted standards of corporate behaviour. Operational
risks arise from all of the Company’s operations.

The Company’s objective is to manage operational risk so as to balance the avoidance of
financial losses and damage to the Company’s reputation with overall cost effectiveness and to
avoid control procedures that restrict initiative and creativity. The primary responsibility for the
development and implementation of controls to address operational risk is assigned to senior
management within each business unit. This responsibility is supported by the development of
overall Company standards for the management of operational risk in the following areas:
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE, FINANCIAL STATEMENTS
AT 31T DECEMBER, 2017

(continued)

23. FINANCIAL RISK MANAGEMENT (continued)

Operational risk (continued)

e Requirements for appropriate segregation of duties, including the independent authorization
of transactions.

e Requirements for the reconciliation and monitoring of transactions;

e Compliance with regulatory and other legal requirements;

e Documentation of controls and procedures;

e Requirements for the periodic assessment of operational risks faced, and the adequacy of
controls and procedures to address the risks identified;

* Requirements for the reporting of operational losses and proposed remedial action;

¢ Development of contingency plans;

e Training and professional development;

e Ethical and business standards; and

e Risk mitigation, including insurance as outlined below.

Insurance risk

Prudent management requires that a company protect its assets against catastrophe and other
risks. In order to protect its customers and investors, the Company has fully insured its plant and
machinery, buildings, computer equipment and furniture against substantially all perils. The
Company’s Transmission and Distribution systems are uninsured and to mitigate this risk, the
Company sets aside funds on an annual basis in a hurricane reserve.

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled by delivering cash or another financial
asset.

Management monitors the Company’s liquidity reserve, which comprises overdraft facilities and
cash and cash equivalents (Note 10), on the basis of expected cash flows and is of the view that
the Company holds adequate cash and credit facilities to meet its short term obligations.
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23.

PKF

GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
AT 315" DECEMBER, 2017

(continued)

FINANCIAL RISK MANAGEMENT (continued)
Market risk

(i) Foreign exchange risk

Foreign exchange risk is the potential adverse impact on the Company’s earnings and economic
value due to movements in exchange rates.

The Company has a limited exposure to foreign exchange risk arising primarily from the purchases
of plant, equipment and spares from foreign suppliers that are mainly transacted in United States
dollars, which has a fixed exchange rate.

The Company has not entered into forward exchange contracts to reduce its exposure to fluctuations
in foreign currency exchange rates.

(ii) Interest rate risk

Interest rate risk is the risk that the value of future cash flows of a financial instrument will fluctuate
due to changes in market interest rates. The company holds primarily fixed rate financial instruments
and is therefore not significantly exposed to interest rate risk.

Capital risk management

The Company’s objectives when managing capital are to safeguard the ability to continue as a going
concern in order to provide returns for shareholders and benefits for other stakeholders, as well as to
maintain an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the company may, subject to Board approval as
appropriate, vary the dividend paid to shareholders, return capital to shareholders, issue new shares
or sell assets to reduce debt.

The Company also monitors capital on the basis of a target debt-to-equity ratio of 1.25:1 or less,

indicating a strong financial position and financial flexibility. This ratio is calculated as total
borrowings divided by total equity.
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PKF

GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
AT 315T DECEMBER, 2017

(continued)

23. FINANCIAL RISK MANAGEMENT (continued)
Capital risk management (continued)
The debt-to-equity ratios are shown below:

Capital structure

2017 2016
$ $
Total borrowings (Note 13) 41.042.708 45.046.875
Shareholders’ equity 80,558.687 73.393.412
Debt to equity ratio 0.51:1 0.61:1
24. PRIOR YEAR ADJUSTMENT
Deferred Tax Liability understated $ - $(2,077.122)
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