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

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Grenada Electricity Services Limited (the Company), which
comprise the statement of financial position at 31% December, 2020, 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 31% December, 2020 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.

Other information included in the Company’s 2020 Annual Report

Other information consists of the information included in the Company’s 2020 Annual Report, other than
the financial statements and our auditors report therein. Management is responsible for the other
information.

Our opinion on the financial statements does not cover the other information and we will not express any

form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above when it becomes available and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in the audit or otherwise

appears to be materially misstated.

Partners: Henry A. Joseph FCCA (Managing), Michelle A. Millet B.A., CPA, CGA (Mrs.), Michelle K. Bain ACCA (Miss.)



PKF

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF

GRENADA ELECTRICITY SERVICES LIMITED
(continued)

Report on the Audit of the Financial Statements (continued)

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 [FRSs, 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.

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.
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF

GRENADA ELECTRICITY SERVICES LIMITED
(continued)

Report on the Audit of the Financial Statements (continued)

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.

* 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.
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF

GRENADA ELECTRICITY SERVICES LIMITED
(continued)

Report on the Audit of the Financial Statements (continued)

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
cthical 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.

— RE

March 24% 2021 Accountants & Business Advisers



GRENADA ELECTRICITY SERVICES LIMITED PKF
STATEMENT OF FINANCIAL POSITION AT 31ST DECEMBER, 2020

(Expressed in Eastern Caribbean Currency Dollars)

2020 2019
ASSETS Notes $ $
Non-Current Assets
Property, plant and equipment 4 102,119,513  100,896.414
Right-of-use assets 2 2,792,693 2,809,205
Suspense jobs in progress 6 1,444,955 1,503,749
Capital work in progress 7 7.326.586 2.946.611
113.683.747 108.155.979
Current Assets
Inventories ) 9 26,183,870 20,609,568
Trade and other receivables 10 17,220,010 25,920,133
Income tax prepaid ) 809,300 -
Retirement benefits prepaid 15 63,585 -
Financial assets at amortised cost 8 36,452,150 34,437,204
Cash and cash equivalents 11 9.727.362 16.600,292
90.456.277 97.567.197
TOTAL ASSETS 204.140.024  205.723.176
EQUITY AND LIABILITIES
EQUITY )
Stated capital 12 32,339,840 32,339,840
Hurricane insurance reserve 16 30,000,000 28,000,000
Retained earnings 44,120.105 39.893.891
106.459.945 100.233.731
Non-Current Liabilities
Customers’ deposits 13 17,812,606 17,268,893
Long-term borrowings . 14 27.907,491 32,283,458
Long-term portion of lease liabilities 5 2,602,429 2,644,405
Deferred tax liability 21 11.856.574 10.227.650
60.179.100 62.424.406
Current Liabilities
Short-term borrowings 14 4,375,967 4,375,967
Trade and other payables, 17 20,899,513 22,540,408
Current portion of lease liabilities . 5 321,166 246,337
Customers’ contribution to line extensions 2 (m) 7,140,290 7,282,723
Provision for retirement benefits 15 - 682,800
Provision for profit sharing 4,764,043 6,470,412
Provision for income tax - 1.466.392
37.500.979 43.065.039
TOTAL LIABILITIES 97.680.079  105.489.445
TOTAL EQUITY AND LIABILITIES 204,140,024 205.723.176

The accompanying notes form an integral part of these financial stateme

. :Director




INCOME

GRENADA ELECTRICITY SERVICES LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31ST DECEMBER, 2020

(Expressed in Eastern Caribbean Currency Dollars)

Notes

Sales - non fuel charge
- fuel charge
Unbilled sales adjustments 2(v)

Gross Sales
Other income 18

Total income

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

Total operating expenses

Operating profit
Less: Finance costs 19

Profit for year before allocations and taxation

ALLOCATIONS
Less: Donations
Profit sharing

Profit for year before taxation
Less: Provision for taxation

Current tax
Deferred tax

TOTAL COMPREHENSIVE INCOME FOR THE YEAR

21
21

EARNINGS PER SHARE

The accompanying notes form an integral part of these financial statements

2020
3

82,649,287
63,342,135

(1.990.506)

144,000,916
—4.080.035

148.080.951
22,059,913
55,936,153
19,142,819
16,111,368

_2.818214

116.068.467

32,012,484
_2.495.128

29.517.356
1,375,868
6.182.042
1.557.910

21,959,446

4,224,308
1,628.924

16,106.214

0.85

PKF

2019
$

90,180,659
98,866,692
(136.068)

188,911,283
_ 3,554,631

192,465,914
17,699,756
89,735,493
19,289,460
15,731,709
3,029.991

145,486,409

46,979,505
~2.547.427

44,432,078
2,121,604
7.910.137

10,031,741

34,400,337

7,332,358
3,464,481

23,603,498

1.24
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GRENADA ELECTRICITY SERVICES LIMITED

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31ST DECEMBER, 2020

(Expressed in Eastern Caribbean Currency Dollars)

OPERATING ACTIVITIES

Profit for the year before taxation
Adjustments tfor:

Depreciation on property, plant and equipment and right-of-

use assets
Gain on disposal of property, plant and equipment

Operating surplus before working capital changes

Decrease/(increase) in trade and other receivables
(Decrease)/increase in trade and other payables
Increase in consumers’ deposits

(Decrease)/increase in consumers’ contribution to line
extensions- refundable

%Dccrease)f increase in provision for retirement benefits

ncrease in inventories

Decrease in amount due to related company
(Decrease)/increase in provision for profit sharing
Income tax paid

Cash provided by operating activities

INVESTING ACTIVITIES

Disposal of property, plant and equipment
Decrease in suspense jobs in progress
(Increase)/decrease in capital work in progress
Increase 1n financial assets

Decrease in customers’ contribution to line
extensions- non-refundable

Purchase of property, plant and equipment

Cash used in investing activities

FINANCING ACTIVITIES

Dividends paid
Payment oF principal portion of lease liabilities
Proceeds from borrowings
Repayment of borrowings

Cash used in financing activities

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents - at the beginning of year

- at the end of year

REPRESENTED BY

Cash and cash equivalents

The accompanying notes form an integral part of these financial statements
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2020
$

21,959,446

8,351,493
(99.058)

30,211,881

8,700,123
(1,640,895)

543,713
(142,433)

(746,385)
(3,574,302)

(1.706.369)

29,645,333
(6.500.000)

23.145.333

1,213,655

58,794
(4,379.975)
(2,014,946)

(737,700)
(9.579.913)

(15.440.085)
(9,880,000)
(322.211)
(4.375.967)
(14,578.178)

(6,872,930)
16,600,292

9,727,362

9,727,362

PKF

2019
$
34,400,337

7,826,965
80,500

42,146,802

(1,276,732)
2,392,208
743.375

996,049
489246
2.5 17,8123
(117.489
1.694.487

44,550,134
(6.640,196)

37.909.938

80,500
654391
5,678,423

(1.979.889)

(1,779,091)
18,808,807

(16.154.473)
(9,880,000%

(221,685
3,718,000

(4.097.117)
(10.480.802)

11,274,663
5,325,629

16,600,292
16,600,292
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2020

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.

The Government of Grenada owns the majority of its shares (71.4%) as of December 24™ 2020.
For the 26 years prior, the Company was a subsidiary of Grenada Private Power Limited of which
WRB Enterprises, Inc. was 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 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 fifty-one (251) persons during the year
(2019- 246).

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.

11
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2020
(continued)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) Changes in accounting policies and disclosures
(i) New Accounting Standards, Amendments and Interpretations

The accounting policies adopted in the preparation of the financial statements are consistent with
those followed in the preparation of the Company’s annual financial statements for the year ended
December 31%, 2019 except for the adoption of new standards and interpretations below.

Amendments to IAS 1 and IAS 8: Definition of Material (Effective 1% January, 2020)

In October 2018, the International Accounting Standards Board (IASB) issued amendments to
IAS 1: Presentation of financial Statements and IAS 8: Accounting Policies, Changes in
Accounting Estimates and Errors to align the definition of ‘material’ across the standards and to
clarify certain aspects of the definition. The new definition states that, “information is material if
omitting, misstating or obscuring it could reasonably be expected to influence decisions that the
primary users of general purpose financial statements make on the basis of those financial
statements, which provide financial information about a specific reporting entity.

The amendments to the definition of material is not expected to have significant impact on the
Company’s financial statements.

(ii) Standards in issue not yet effective

The following is a list of standards and interpretations that are not yet effective up to the date of
issuance of the Company's financial statements. These standards and interpretations may be
applicable to the Company at a future date and will be adopted when they become effective. The
Company is currently assessing the impact of adopting these standards and interpretations.

 Amendments to [FRS 16 — Covid-19 Related Rent Concessions (Effective 1 June, 2020)

* Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 — Phase 2 (Effective 1 January,
2021)

* Amendments to IFRS 17, IAS 16 — Property, Plant and Equipment: Proceeds before Intended
Use (Effective 1 January, 2022)

12
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2020
(continued)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) Changes in accounting policies and disclosures (continued)
(ii) Standards in issue not yet effective (continued)

* Amendments to IFRS 3 — Reference to the Conceptual Framework — (Effective 1 January, 2022)

* Amendments to IAS 37 - Onerous Contracts, Costs of Fulfilling a Contract — (Effective 1 January,
2022)

* Amendments to IAS 1 — Classification of Liabilities as Current and Non-Current — (Effective 1
January, 2023)

* Amendments to IFRS 4 — Extension of Temporary Exemption from applying IFRS 9 — (Effective 1
January, 2022) ,

(iii) Improvements to International Reporting Standards

The annual improvements process for the International Accounting Standards Board deals with
non-urgent but necessary clarifications and amendments to IFRS.

Annual improvements to IFRS Standards 2018-2020 cycle

The following amendments are applicable to annual periods beginning on or after 1 January,
2022

IFRSs — Subject of Amendment

IFRS1  First-time Adoption of International Financial Reporting Standards —
Subsidiary as a first-time adopter.

IFRS9  Financial Instruments — Fees in the *10 per cent” test for derecognition of
financial liabilities.

IFRS 16 Leases — Lease incentives '

IAS 41  Agriculture — Taxation in fair value measurements

13



GRENADA ELECTRICITY SERVICES LIMITED ' K'

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2020
(continued)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
(c) 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 25-10
Plant and machinery 33-10
Motor vehicles ' 15
Furniture, fittings and equipment 12.5-20

14
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GRENADA ELECTRICITY SERVICES LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2020

(continued)

2, SIGNIFICANT ACCOUNTING POLICIES (continued)

(¢) 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 ECS$ at the following rate:

EC$2.7169 to US$1.00 - (2019: 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 assets and financial liabilities are recognised on the statement of financial position when
the Company becomes a party to the contractual provisions of the instruments. Financial assets
and financial liabilities are initially measured at fair value.
Financial assets
All financial assets are recognised and de-recognised on a trade date basis where the purchase or
sale of financial assets is under a contract whose terms require delivery of assets within the time

frame established by the market concerned.

All recognised financial assets are subsequently measured in their entirety at either amortised cost
or fair value, depending on the classification of the financial assets.

15
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2020

(continued)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

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

Debt instruments that meet the following conditions are subsequently measured at amortised
cost:

e the financial asset is held in order to collect contractual cash flows; and
e the contractual terms of the financial asset give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding.

e Debt instruments that meet the following conditions are subsequently measured at fair value
through other comprehensive income (FVTOCI):

o the financial asset is held with the objective to achieve by both collecting contractual cash
flows and selling the financial assets; and

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

By default, all other financial assets are subsequently measured at fair value through profit or
loss (FVTPL).

Despite the foregoing, the Company may make the following irrevocable election/designation at
initial recognition of a financial asset:

o the Company may irrevocably elect to present subsequent changes in fair value of an
equity investment in other comprehensive income if certain criteria are met; and

e the Company may irrevocably designate a debt investment that meets the amortised cost
or FVTOCI criteria as measured at FVTPL if doing so eliminates or significantly reduces
an accounting mismatch.

Amortised cost and effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument
and of allocating interest income over the relevant period.

16
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2020

(continued)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(e) Financial Instruments (continued)
Amortised cost and effective interest method (continued)

The amortised cost of a financial asset is the amount at which the financial asset is measured at
initial recognition minus the principal repayments, plus the cumulative amortisation using the
effective interest method of any difference between that initial amount and the maturity amount,
adjusted for any loss allowance. On the other hand, the gross carrying amount of a financial asset
is the amortised cost of a financial asset before adjusting for any loss allowance.

Interest income is recognised using the effective interest method for debt instruments measured
subsequently at amortised cost and at FVTOCI. For financial instruments other than purchased or
originated credit-impaired financial assets, interest income is calculated by applying the effective
interest rate to the gross carrying amount of a financial asset, except for financial assets that have
subsequently become credit-impaired. For financial assets that have subsequently become credit
impaired, interest income is recognised by applying the effective interest rate to the amortised
cost of the financial asset.

For purchased or originated credit-impaired financial assets, the Company recognises interest
income by applying the credit adjusted effective interest rate to the amortised cost of the financial
asset from initial recognition. The calculation does not revert to the gross basis even if the credit
risk of the financial asset subsequently improves so that the financial asset is no longer credit-
impaired.

Impairment

In relation to the impairment of financial assets, the Company uses an expected credit loss (ECL)
model which requires the Company to account for expected credit losses and changes in those
expected credit losses at each reporting date to reflect changes in credit risk since initial
recognition of the financial assets.

The Company records an allowance for expected credit losses for its trade receivables using a
simplified approach to calculate ECLs whereby it recognizes a loss allowance based on lifetime
ECLs at each reporting date. The ECL on these financial assets are estimated using a provision
matrix that is based on its’ historical credit loss experience, adjusted for forward-looking factors
specific to the debtors and the economic environment. The provision rates used in the provision
matrix are based on days past due.
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2020

(continued)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(¢) Financial Instruments (continued)
Impairment (continued)

For all other financial instruments, the Company recognises lifetime ECL when there has been a
significant increase in credit risk since initial recognition. If on the other hand the credit risk on a
financial instrument has not increased significantly since initial recognition the Company
recognizes the loss allowance for the financial instrument at an amount equal to 12-month ECL
where applicable. The assessment of whether lifetime ECL should be recognised is based on
significant increase in the likelihood or risk of default occurring since initial recognition instead
of on evidence of a financial asset being credit-impaired at the reporting date or actual default
occurring,

Lifetime ECL represents the expected credit losses that will result for all possible default
events over the expected life of a financial instrument. In contrast, 12-month ECL represents
the portion of lifetime ECL that is expected to result from default events on a financial
instrument that are possible within 12 months after the reporting date.

A financial asset is credit impaired when one or more events that have a detrimental impact
on the estimated future cash flows of that financial asset has occurred. Evidence that a
financial asset is credit-impaired includes observable data about the following events:

(1) Significant financial difficulty of the issuer or borrower;

(i1) A breach of contract, such as a default or past due event;

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

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

Write-off policy

The Company writes off a financial asset when there is information indicating that the
counterparty is in severe financial difficulty and there is no realistic prospect of recovery, e.g.
when the counterparty has been placed under liquidation or has entered into bankruptcy
proceedings, or in the case of trade receivables, when the amounts are over two years past due,
whichever occurs sooner. Financial assets written off may still be subject to enforcement
activities under the Company’s recovery procedures, taking into account legal advice where
appropriate. Any recoveries made are recognised in profit or loss.
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2020

(continued)

2, SIGNIFICANT ACCOUNTING POLICIES (continued)

(e) Financial Instruments (continued)
Measurement and recognition of expected credit losses

The measurement of expected credit losses is a function of the probability of default, loss given
default (i.e. the magnitude of the loss if there is a default) and the exposure at default. The
assessment of the probability of default and loss given default is based on historical data adjusted
by forward-looking information as described above. As for the exposure at default, for financial
assets, this is represented by the assets’ gross carrying amount at the reporting date.

For financial assets, the expected credit loss is estimated as the difference between all contractual
cash flows that are due to the Company in accordance with the contract and all the cash flows that
the Company expects to receive, discounted at the original effective interest rate.

The Company recognises an impairment gain or loss in profit or loss for all financial instruments
with a corresponding adjustment to their carrying amount through a loss allowance account, for
which the loss allowance is recognised in other comprehensive income and accumulated in the
investment revaluation reserve and does not reduce the carrying amount of the financial asset in
the statement of financial position.

Derecognition of financial assets

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

On derecognition of a financial asset measured at amortised cost, the difference between the
asset’s carrying amount and the sum of the consideration received and receivable is recognised in
profit or loss. In addition, on derecognition of an investment in a debt instrument classified as at
FVTOCI, the cumulative gain or loss previously accumulated in the investments revaluation
reserve is reclassified to profit or loss. In contrast, on derecognition of an investment in equity
instrument which the Company has elected on initial recognition to measure at FVTOCI, the
cumulative gain or loss previously accumulated in the investments revaluation reserve is not
reclassified to profit or loss, but is transferred to retained earnings.
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2020

(continued)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(¢) Financial Instruments (continued)
Financial liabilities and equity instruments
Classification as debt or equity

Debt and equity instruments issued by a Company entity are classified as either financial
liabilities or as equity in accordance with the substance of the contractual arrangements and the
definitions of a financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity
after deducting all of its liabilities. Equity instruments issued by a Company entity are recognised
at the proceeds received, net of direct issue costs.

Repurchase of the company’s own equity instruments is recognised and deducted directly in
equity. No gain or loss is recognised in profit or loss on the purchase, sale, issue or cancellation of
the company’s own equity instruments.

Financial liabilities

All financial liabilities are subsequently measured at amortised cost using the effective interest
method or at FVTPL. However, financial liabilities that arise when a transfer of a financial asset
does not qualify for derecognition or when the continuing involvement approach applies, financial
guarantee contracts issued by the Company are measured in accordance with the specific
accounting policies set out below.

Financial liabilities at FVTPL
Financial liabilities are classified as at FVTPL when the financial liability is:

1) contingent consideration of an acquirer in a business combination,
2) held for trading, or
3) itis designated as at FVTPL.
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GRENADA ELECTRICITY SERVICES LIMITED ' K'

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2020

(continued)

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

(e) Financial Instruments (continued)
Financial liabilities subsequently measured at amortised cost:
Financial liabilities that are not:

1) contingent consideration of an acquirer in a business combination,
2) held-for-trading, or

3) designated as at FVTPL, are subsequently measured at amortised cost using the effective
interest method.

The effective interest method is a method of calculating the amortised cost of a financial liability
and of allocating interest expense over the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash payments (including all fees and points paid or
received that form an integral part of the effective interest rate, transaction costs and other
premiums or discounts) through the expected life of the financial liability, or (where appropriate)
a shorter period, to the amortised cost of a financial liability.

Derecognition of financial liabilities
The Company derecognises financial liabilities when, and only when, the Company’s obligations
are discharged, cancelled or they expire. The difference between the carrying amount of the
financial liability derecognised and the consideration paid and payable, including any non-cash
assets transferred or liabilities assumed, is recognised in profit or loss.

(f) 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.

21



®

PKF

GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2020

(continued)

SIGNIFICANT ACCOUNTING POLICIES (continued)
Trade receivables (continued)

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. The Company used a provision matrix to calculate its provision for
expected credit loss.

(h) Cash and cash equivalents

)

0

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.

Stated capital
Ordinary shares are classified as equity.

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. [f not, they are presented as non-current liabilities.

(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).
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2020

(continued)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
(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. Consumer contributions from 2018 that are not
eligible for refund are recognised in income in the same period in which the costs are incurred.

Contributions prior to 2018 are amortised over the estimated useful lives of the relevant capital
cost at an annual rate of 4.5%. 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, acerued 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.

(0) 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.
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2020

(continued)

2, SIGNIFICANT ACCOUNTING POLICIES (continued)
(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.

(i) 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.

(5) 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.

(t) Finance costs
Finance costs are recognised in the statement of comprehensive income as an expense in the

period in which they are incurred.
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GRENADA ELECTRICITY SERVICES LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2020

(continued)

2: SIGNIFICANT ACCOUNTING POLICIES (continued)
(u) Provision for impairment of trade receivables

Provision is made as follows:
100% on receivables >90 days
50% on receivables >60 days
3% on receivables >30 days
0.5% on receivables < 30 days

Accounts are written off against the provision when they are considered uncollectible. The total

provision at 31st December 2020 amounted to $3,081,184 (2019 - $3,340,520).

(v) Provision for unbilled sales

The provision and adjustment at 31st December 2020, with comparatives, are calculated as

follows:
2020 2019
$ $
Sales revenue for December after discounts 11.767.818 15,748,830
50% of above = provision at 31/12/20 5,883,909 7,874,415
= provision at 31/12/19 7.874.415 8,010,483
Decrease in provision during the year (1,990,506) (136,068)

(w)  Leases

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

The Company applies a single recognition and measurement approach for all leases, except for

short-term leases and leases of low-value assets. The Company recognises lease liabilities to make
lease payments and right-of-use assets representing the right to use the underlying assets.
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2020

(continued)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
(w) Leases
i) Right-of-use assets

The Company recognises right-of-use assets at the commencement date of the lease (i.e., the date
the underlying asset is available for use). Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease
liabilities. The cost of right-of-use assets includes the amount of lease liabilities recognised, initial
direct costs incurred, and lease payments made at or before the commencement date less any lease
incentives received. Right-of-use assets are depreciated on a straight-line basis over the shorter of
the lease term and the estimated useful lives of the assets, as follows:

* Buildings 3 to 5 years
¢ Land 3 to 60 years
* Equipment 25 years

[f ownership of the leased asset transfers to the Company at the end of the lease term or the cost
reflects the exercise of a purchase option, depreciation is calculated using the estimated useful life
of the asset.

The right-of-use assets are also subject to impairment.
ii) Lease liabilities

At the commencement date of the lease, the Company recognises lease liabilities measured at the
present value of lease payments to be made over the lease term. The lease payments include fixed
payments less any lease incentives receivable, variable lease payments that depend on an index or
a rate, and amounts expected to be paid under residual value guarantees.

Variable lease payments that do not depend on an index or a rate are recognised as expenses
(unless they are incurred to produce inventories) in the period in which the event or condition that
triggers the payment occurs.

In calculating the present value of lease payments, the Company uses its incremental borrowing

rate at the lease commencement date as the interest rate implicit in the lease is not readily
determinable.
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GRENADA ELECTRICITY SERVICES LIMITED ' K'

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2020

(continued)

2 SIGNIFICANT ACCOUNTING POLICIES (continued)
(w) Leases (continued)

After the commencement date, the amount of lease liabilities is increased to reflect accrued
interest and reduced for the lease payments made. In addition, the carrying amount of lease
liabilities is remeasured if there is a modification, a change in the lease term, a change in the lease
payments (¢.g., changes to future payments resulting from a change in an index or rate used to
determine such lease payments) or a change in the assessment of an option to purchase the
underlying asset.

3 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.

(a) 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.

(b) 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.

(c) Impairment of inventory
Provision is made for slow-moving and obsolete stock on an annual basis.
(d) Provision for expected credit losses of trade receivables
The Company uses a provision matrix to calculate ECLs for trade receivables. The provision rates

are based on days past due.
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GRENADA ELECTRICITY SERVICES LIMITED ' K'

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2020

(continued)

3. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS IN APPLYING
ACCOUNTING POLICIES

(d) Provision for expected credit losses of trade receivables (continued)

The Company uses a provision matrix to calculate ECLs for trade receivables. The provision rates
are based on days past due.

The provision matrix is initially based on the Company’s historical observed default rates. The
Company will calibrate the matrix to adjust the historical credit loss experience with forward-
looking information.

The assessment of the correlation between historical observed default rates, forecast economic
conditions and ECLs is a significant estimate. The amount of ECLs is sensitive to changes in
circumstances and of forecast economic conditions. The Company’s historical credit loss

experience and forecast of economic conditions may also not be representative of customer’s
actual default in the future.

(e) Unbilled sales
A provision of 50% of the current month’s billing 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 actual energy sales will be different from the estimate made.

() Impact of COVID 19
Background
COVID-19, which is a respiratory illness caused by a new virus, was declared a world-wide
pandemic by the World Health Organisation on March 11, 2020. The Company has considered
the impact of COVID-19 in preparing its financial statements.

Consideration of the statements of financial position and further disclosures

Key considerations of the impact of COVID-19 on statements of financial position and related
disclosures were as follows:
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2020

3. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS IN APPLYING
ACCOUNTING POLICIES (continued)

(f) Impact of COVID-19 (continued)
Expected Credit Losses
Trade and other receivables:

For trade and other receivables, the Company adopted the simplified approach for determining the
provision for expected credit losses, as permitted by IFRS 9. In response to the COVID-19
pandemic, the Company assessed the need to adjust the loss rates to incorporate forward-looking
information, taking into account the expected recovery rate of receivables and various applicable
macroeconomic factors. Based on the analysis performed as at 31 December 2020, no material
overlay adjustments specifically related to the COVID-19 pandemic was considered necessary.

Going concern

In accordance with the requirements of IAS 1 'Presentation of Financial Statements', the Company
has performed a going concern assessment as of the reporting date. While the COVID-19
pandemic has heightened the inherent uncertainty in the going concern assessment, the Company
has concluded that there are no material uncertainties that may cast significant doubt on its ability
to continue to operate as a going concern. The financial statements have therefore been prepared
on the going concern basis.
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GRENADA ELECTRICITY SERVICES LIMITED ' K'

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2020

(continued)

LEASES

The Company has lease contracts for various items of land and buildings and other equipment
used in its operations. Leases of land and equipment generally have lease terms between 20 to 60
years, while buildings generally have lease terms between 3 and 5 years. The Company’s

obligations under its leases are secured by the lessor’s title to the leased assets.

Set out below are the carrying amounts of right-of-use assets recognised and the movements

during the period:
Building Land Equipment Total
As at 1 January 2020 448,290 2,348,457 12,458 2,809,205
Additions 146,972 208.092 - 355.064
595,262 2,556,549 12,458 3,164,299
Depreciation expense (207.028) (163.898) (650) (371.576)
As at 31 December 2020 $388,234 $2,392.651 $11,808 $2,792,693

Set out below are the carrying amount of lease liabilities and the movements during the period:

2020 2019
As at 1 January 2020 2,890,742 3,112,427
Additions 355,064 -
Accretion of interest , 151,335 136,406
Payments (473.546) (358.091)
As at 31 December 2020 $2,923,595 $2,890,742
Less: current portion $321,166 $246,337
Long-term portion $2,602.429 $2,644,405

SUSPENSE JOBS IN PROGRESS

This represents capital injections with respect to requested customers’ suspense jobs not
completed at year-end.
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GRENADA ELECTRICITY SERVICES LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2020

(continued}

CAPITAL WORK IN PROGRESS

2020 2019
$ $
Generation 4,687,664 1,650,168
Computers and software upgrades 2,385 70,473
Tools and test equipment 187,537 42,416
Building 756,968 265,987
Furniture and equipment 736,002 84,795
Distribution 215,876 832,772
Motor vehicles 740,154 -

1.326.586 2,240,011

FINANCIAL ASSETS

Amortised cost

Government of Grenada - Treasury Bills . 800,132 800,066
Fixed deposit — Republic Bank (Grenada) Limited 12,789,582 10,952,219
Fixed deposit — Grenada Co-operative Bank Limited 12,381,010 9,453 008
Fixed deposit — RBTT Bank Grenada Limited 10,481,426 10,470,931
USS certificate of deposit- Cayman National - 2,760.980

452,150 34,437,204

Included in the above is an amount of $30,004,554 for Hurricane Insurance Reserve invested in
Treasury Bills and fixed deposits held with the Republic Bank (Grenada) Limited, RBTT Bank
Grenada Limited, and the Grenada Co-operative Bank Limited.
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31ST DECEMBER, 2020

(continued)

9. INVENTORIES

The following is a breakdown of stock on hand:
Motor vehicle spares

Distribution

Generation spares

Fuel and lubricating oil

General stores

Less: Obsolescence provision

10.(a)TRADE AND OTHER RECEIVABLES

Customers' accounts
Less: Provision for impairment of trade and other receivables

Trade receivables- net

Other debtors
Less: Provision for impairment of other debtors

Provision for unbilled sales
Prepayments

34

2020 2019

$ $
1,367,616 1,324,746
7,161,236 6,749,587
15,790,777 10,711,541
356,947 510,644
3,386.244 2.770.142
28,062,820 22,066,660
1.878.950 1.457.092
26,183 870 20,609,568
12,477,625 19,066,904
3.035.055 3.295.436
9442570  15.771.468
911,532 936,371
46.129 45084
865.403 891,287
10,307,973 16,662,755
5,883,909 7,874,415
1.028.128 1,382,963
17220010 25,920,133




GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED AT 31ST DECEMBER, 2026

{confinued)
10. (a) TRADE AND OTHER RECEIVABLES (continued)

As of the statement of financial position date, the lifetime expected loss provision for trade
receivables is as follows:

30 days 31- 60 days 61-90 days  Over 96 days Total
Expected loss rate 0.5% 3% : 50% 100%
Gross carrying
amount $7,697,723 $1,718,589 $232,973 $2,828,340 $12,477,625
Loss provision $38,670 $51,558 $116,487 $2.828.340 $3.035.055
$9.442.570

18. (b) PROVISION FOR IMPAIRMENT OF TRADE AND OTHER RECEIVABLES

2020 2019
(i) Customers’ accounts $ $
3,295,436 3,462,155

As at December 31%, 2019
Net change in provision (260.381) {166.719)

As at December 315 2020 3,035.055

(i) Other debtors
As at December 31%, 2019 45,084 8,218
Net change in provision _1.045 36,866
As at December 31, 2020 46,129 45084
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2020

(continued)

11 CASH AND CASH EQUIVALENTS

Cash on hand

Bank of Tampa

Republic Bank (Grenada) Limited

CIBC First Caribbean International Bank Limited
Grenada Co-operative Bank Limited

Cash and cash equivalents in the statement of cash flows

12. 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

13.  CUSTOMERS’ DEPOSITS

2020 2019
$ $

7,200 7,200

- 596,453

5,803,287 13,540,842

3,568,915 2,190,752

347.960 265.045

9,727,362 16 292
32,339.840 32,339,840

All customers are required in accordance with the 2016 Electricity Act (EA) 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.
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMRBER, 2020

(continued)

BORROWINGS

2020 2019
Long-term $ 3
CIBC First Caribbean International Bank Limited 32,283,458 36,659,425
Less: Current portion 4.375.967 4,375,967
Total long-term 27,907,491 32,283,458
Short-term
Total short-term 4.375.967 4.375.967
Total borrowings ' 32,283.458 36,659,425

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 intcrest 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$16,016,666.56. Interest will be paid quarterly in atrears and accrue on an actual/365-day
basis. The facility is collateralized under a first priority mortgage obligation and debenture
charge over the fixed and floating assets of the Borrower stamped to cover XCD$§48,050,000.

On August 15, 2019 the Company signed a Mortgage Dcbenture with CIBC First Caribbean
International Bank {Barbados) Limited (the Bank) for a credit facility of $3,718,000.00.

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 4.90% subject to a floor of 3.60% per annum. Presently the
prime rate is 8.50% per annum. The loan is amortized over a ten-year period and repayable via
32 quarterly principal payments of XCD$92,950.00 plus quarterly interest payments.

The Company has an overdraft facility of $6 million with CIBC First Caribbean [nternational
Bank Limited with interest at the rate of 6% per annum.
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2020

(continued)

PROVISION FOR RETIREMENT BENEFITS

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 $63,585 at the statement of financial position date relates to amounts receivable

from the Trusts for December 2020.

PROVISION FOR HURRICANE INSURANCE RESERVE

Balance at beginning of year
Add: Provision for the year

Bafance ai end of year

TRADE AND OTHER PAYABLES

Trade creditors
Sundry creditors
Accrued expenses

Total financial liabilities, excluding loans and borrowings,
classified as financial liabilities measured at amortised cost

OTHER INCOME

Sundry revenue
Gain on disposal of fixed assets

38

2020
$

28,000,000
2,000,000

30,066,000

4,808,413
7,992,800
8.098.300

20.899.513

3,980,977
29,058

4 35

2019
3

26,000,000
2,000,000

3,628,048
7,107,117
6,785,243

22,520,40

Er AR matls]

[
o]

3,474,131
_80.500



GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 202¢

{continued)

19.  FINANCE COSTS
2020
-3

Bank leans/Bond interest 1,812,989

Other bank interest 12,080
Other 670,059

2,495,128

20. RELATED PARTY TRANSACTIONS

2019
$

1,892,684
5,980
648,763

e

547,427

1) The following transactions were carried out with WRB Enterprises, Inc., Grenada Private Power

Limited and the National Insurance Scheme:

a)y Sale of electricity - NIS _ 210,405
b) Management services- WRB Enterpriscs, Inc. 600,000

¢) Payment of dividends:

NIS 1,146,516
Grenada Private Power Limited 4,940,000
i) Compensation of key management personnel of the Company:
Salaries and other benefits 5,04
Directors’ Fees 310,500
Past employment benefit provisions 496,313
Loans receivable from key management personnel 12,697
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2020

(continucd)

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:

2020 2019
$ $
Profit for the year before taxation 21,959.446 34.400.337
Tax at applicable statutory rate (28%) _ 6,148,645 6,632,094
Tax effect of items that are adjustable in determining;
Tax effect of hurricane reserve (560,000} (560,000)
Tax exempt income (53,730) (60,897}
Effect of expenses not deductible for tax purposes (1.316,607) (1.678.839)
Provision for taxation 4224308 7,332,358
Deferred tax liability

Balance at the beginning of the year (10,227,650} (6,763,169)
Deferred tax charge (1.628.924) (3.464.481)
Balance at the end of the year : 11,856,574 (10,227,650}
The deferred tax liability consists of the following components:
Delayed tax depreciation 42,344,906 36,527,320
Deferred tax liability at 28% (11,856,574)  (16,227,650)
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 315" DECEMBER, 2020

(continued)

CONTINGENT LIABILITIES

At the statement of financial position date, the Company was contingently liable to the
Govermment of Grenada for customs bonds in the amount of $300,000.

DIVIDENDS

During the year ended December 31%, 2020, a dividend of 52 cents per ordinary share amounting
10 $9,880,000 was declared and paid.

FINANCIAL RISK MANAGMENT

The Company’s activities cxposc it to a variety of financial risks: credit risk, operaiional 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 sharcholders 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 commitiees
report {o 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 [.oan and Procedure Policy arc approved.
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 315T DECEMBER, 2020

(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%, 2020.

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 to balance the avoidance of financial
losses, 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
FOR THE YEAR ENDED 315T DECEMBER, 2020

(continued)

24.  FINANCIAL RISK MANAGEMENT (continued)

Operational risk

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;

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

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

e  Development of contingency plans;
Training and professional development;

e  FEthical and business standards; and

e  Risk mitigation, including insurance as outlined below.

Fair value of financial assets and liabilities

Fair value amounts represent estimates of the amounts at which the instrument could be
exchanged in a current transaction between willing parties other than in a forced or liquidation
sale.

The fair values of financial assets and hablhtlcs their carrying values due to the short-term
maturities of these instruments.

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.
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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31T DECEMBER, 2020

(continued)

FINANCIAL RISK MANAGEMENT (continued)
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 11), 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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24.

GRENADA ELECTRICITY SERVICES LIMITED ' K'

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 315T DECEMBER, 2020

(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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GRENADA ELECTRICITY SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 315" DECEMBER, 2020

{continued)

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

Capital structure

2020 2019

$ $
Total borrowings (Note 14) 32.283458  36.659.425
Shareholders’ equity 106,459.945  100,233.731
Debt to equity ratio 0.30:1 0,37:1

SUBSEQUENT EVENTS
Events after the reporting period

The duration and extent of the COVID-19 pandemic and related financial, social and public health
impacts of the pandemic are uncertain. As such, the actual economic events and conditions in the
future may be materially different from those estimated by the Company at the reporting date. No
matters have arisen since the end of the financial year which have significantly affected or may
significantly affect the operations of the Company. The Company will continue to closely monitor
the situation in order to plan its response, if necessary.
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