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Notes to the financial statements 
      

6 Cost of sales   2019  2018  2019  2018 
     N'000  N'000  US$'000  US$'000 

 
Operations & maintenance and implementation 
service fees (Note 6.1) 19,652,887  22,725,173  54,352  65,493 

 Gas consumed   40,933,886  46,530,240  113,208  134,098 
 Depreciation on generation assets 11,019,348  12,005,657  30,475  34,600 
 Salaries and benefits   2,049,467  1,629,828  5,668  4,697 
 Regulatory charges (Note 6.2)  771,050  898,969  2,132  2,591 
 Other staff welfare   178,130  155,962  493  449 
 Other plant maintenance cost  2,809,537  1,787,605  7,770  5,152             

     
 

77,414,305  85,733,434  214,098  247,080 
 

6.1 This relates to Operations and Maintenance (O&M) related Technical Services and Operational Support cost 
rendered by Kepco Energy Resource BVI. It also includes the Operations and Implementation (O&I) cost to Lithia 
Consultants Limited, for financial and technical monitoring of all O&M services, other O&M costs, facilities 
maintenance, and other ancillary support services. The fees were charged in line with the O&M/O&I contracts 
between the Company and KER BVI/Lithia.      

            

6.2 Amount represents regulatory charges due to the Nigerian Electric Regulatory Commission under the provisions 
of the NERC (License and Operations fee) Regulations, 2010, and is calculated as 1.5% of licensee’s charges/kWh 
over a period.           

            

7 Finance income/cost 2019  2018  2019  2018 
     N'000  N'000  US$'000  US$'000 

7.1 Finance income                      
 Interest income (Note 7.2)  -  20,631,106  -  59,458 

 Interest on short term deposits  1,366,813  2,189,882  3,780  6,311             

     
 

1,366,813  22,820,988  3,780  65,769 
 

7.2 The interest income represents amount receivable by the Company on outstanding invoice amounts yet to be 
paid by the Market Operator/Nigerian Bulk Electricity Trading Company. This interest is in line with the 
supplementary order on the commencement of the transitional stage electricity market (TEM) issued by NERC, 
and is charged at NIBOR + 10%.  The Company however did not recognise interest income in respect of this in 
2019.  

          

7.3 Finance cost   2019  2018  2019  2018 
     N'000  N'000  US$'000  US$'000             
 Accretion expense (Note 21)  772,624  619,953  2,137  1,787 

 Letters of credit charges   78,736  60,343  218  174             

     
 

851,360  680,296  2,355  1,961                         
          
7.4 Other gains and losses  2019  2018  2019  2018 

     N'000  N'000  US$'000  US$'000             
 Provision no longer required  563,391  -  1,558  - 
 School income - Powerfield  197,821  209,880  547  605 

 Net foreign exchange gains  309,933  1,073,080  857  3,093 
 Other income   17,394  1,646  48  5 
 Gain on fixed asset disposal  -  1,750  -  5             

     
 

1,088,539  1,286,356  3,010  3,708             
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19.4 Amounts due to related companies  31 Dec 2019  31 Dec 2018  31 Dec 2019  31 Dec 2018 

     N'000  N'000  US$'000  US$'000             
 Kepco Energy Resource BVI (Note 19.5) 5,649,202  -  15,490  - 
 Sahara Group Limited (Note 19.6)  6,405,526  6,302,726  17,564  17,567 

 
KEPCO Energy Resources Nigeria 
Limited (Note 19.7) 102,231  102,231  280  285 

 Sahara Power Limited (Note 19.8) 
 

8,607  8,607  24  24 

 

    
 

12,165,566  6,413,564  33,358  17,876 
 
19.5 This affiliated company provides technical services and operational Support to the Company. This covers: Major 

inspections and overhauls of unit turbines, procurement of spares and operational consumables and provision of 
specialised manpower. Amount due to the company as at year end is N5.649bn (2018: NIL)  

            
19.6 This affiliated company provides professional and administrative support services to the Company. There were 

no transactions with this affiliate during the year. Total amount due to this affiliate as at year end was N6.40 billion 
(2018: N6.30 billion). Difference is due to exchange loss.     

            
19.7 This affiliated company owns 70% in the entity. There were no transactions with this affiliated company during 

the course of the year, while an outstanding amount of N102.23 million was due to the affiliate as at year end 
(2018: N102.23 million).           

            
19.8 This affiliated company provides administrative support services to the Company. There was no transactions with 

this affiliate during the year. An outstanding amount of N8.61 million was due to this affiliate as at year end (2018: 
N8.61 million).   

         

20 
Provision for decommissioning 
obligation 31 Dec 2019  31 Dec 2018  31 Dec 2019  31 Dec 2018 

     N'000  N'000  US$'000  US$'000 
 At 1 January    5,069,712  5,167,727  14,130  15,605 

 Revision in estimate   2,322,786  (717,968)  6,424  (2,069) 
 Accretion cost for the year  772,625  619,953  2,137  1,787 
 Translation effect    -  -  (302)  (1,193)             

 At 31 December   8,165,123  5,069,712  22,389  
 

14,130 
 

Decommissioning provision represents the present value of estimated future decommissioning costs relating to 
the generation assets, which are expected to be incurred up to year 2028, based on its operating life. This 
provision has been created based on the management's best estimates as at reporting date. Assumptions based 
on the current economic environment have been made which management believes are a reasonable basis upon 
which to estimate the future liability. The estimate for the decommissioning liability was based on 30% of the 10-
year net book value of the generation assets, expected scrap value of the steel components factoring the Federal 
Government of Nigeria (FGN) 10-year tenor bond at the rate of 11.35% (2018: 15.24%) per annum. The 
assumptions and judgements made in regard to this estimate are subject to annual assessment by management 
and adjustments if any are to be recognised. Management recognises that actual decommissioning costs will 
ultimately depend upon future market prices for the necessary decommissioning works required which will reflect 
market conditions at the relevant time. Furthermore, the timing of decommissioning is likely to depend on when 
the generation assets cease to produce on economically viable basis.     
       

 
 
 
 






















