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Final Report

I.- Executive Summary

I have developed the Financial Statement analysis of N.V. Energiebedrijven Suriname (EBS) electricity and gas company, up to December 31, 2011, comparative to December 31, 2010 and 2009. Also, with the information gathered up to December 31, 2012, provided by the company, I was able to carry out global comparatives up to the date.
Finally, I have received the "Strategic Business Plan 2011-2010" document, which has allowed me to broaden my analysis with projections up to December 31, 2020.

The financial position of ESB mantains a delicate balance through different subsidies provided by the Government, therefore, I considered it convenient to develop the analysis about the impact they have on the Financial Statements and specially on the financial indicators.

To unify the terminology, in the summary I define all those subsidies that are originated from laws, decrees or agreements between ESB and the Goverment as direct subsidies, such as the D.E. Sector subsidy and the Fuel Oils subsidy.  Also, I define all those payments done by the Government as for debts, materials or servicies, that ESB should pay, as indirect subsidies, such as the payment of loans taken to achieve the investment projects.

I.1.- Direct Subsidies.

By the above statement, the biggest impact found is in the income statement of EBS.

To make it easier to understand, I have developed a new Statement of income, adjusting the presentation in the following items[footnoteRef:1]: [1:  Annex I: RESULTS STATE AJUSTMENT.
] 

· Operating revenues, taking into account the subsidies received directly from the government.
· Also, I have adjusted the price of fuel oil, presenting the cost value deducting the subsidy received.
· The amount resulting from the adjustment of liabilities (from the extraordinary update of the Pension Fund) was deducted from the Staff Costs and presented as extraordinary expenses.
· The resulting adjustment of the revaluation of liabilities in foreign currency was deducted from the Financial Costs item and is presented as a negative extraordinary result.
· Finally, the depreciation of assets is presented separately, so as to generate the EBITDA and EBIT indexes.

Here is a table with the evolution of sales from 2009 to 2012.

	(in thousands of SRD)
	2012
	
	2011
	
	2010
	
	2009
	

	
	Quantity
	SRD
	Quantity
	SRD
	Quantity
	SRD
	Quantity
	SRD

	Electricity sales (MWh)
	1,325,661
	325,003
	1,232,700
	299,500
	1,164,925
	257,968
	1,076,687
	226,176

	Gas sales (X 1000 lbs)
	3,556
	58,254
	33,750
	54,506
	32,527
	46,432
	31,446
	44,582

	
	
	383,257
	
	354,006
	
	304,400
	
	270,758

	Other proceeds
	
	
	
	
	
	62,918
	
	44,411

	
	
	383,257
	
	354,006
	
	367,318
	
	315,169



As can be appreciated, there is an increase in the volume of electricity sales, in quantity and revenue, with very interesting percentages that would conclude in a vision of the company's financial improvement, but in fact, this increases require an important increase in subsidies as well.

The variation of the percentage growth in sales (in quantity and revenue) is presented in the following table,

	Incremento en ventas %
	2011-2012
	2010-2011
	2009-2010

	Quantity
	7.54%
	5.82%
	8.20%

	SRD
	8.52%
	16.10%
	14.06%



In both cases the increase is sustained, not only in quantity but also in revenue. For example, between 2011 and 2012 the growth of the amount of energy sold was 7.54%, corresponding to an increase of 8.52% revenue.
When we analyze the behaviour of the direct subsidies in the same period, between 2011 and 2012, we find that the growth of this subsidies reached up to 78.08%. 
Therefore, what looked like an improvement in EBS's Financial Statement by the increase in sales, was actually a bigger involvment of subsidies from the government, to mantain the balance of the company.

The following tables show the numbers and percentages of the subsidies we just mentioned.


	Total Subsidy
	2012
	2011
	2010
	2009

	
	380,686
	213,773
	174,491
	81,518



	
	2011-2012
	2010-2011
	2009-2010

	Incremento Subsidio %
	78.08%
	22.51%
	114.05%



This situation is derived from the low average selling price of energy, combined  with a high participation of thermal power plants in power generation, which have their cost directly influenced by oil prices. The high variations in the cost of generation are not offset by higher sales. On the contrary, they increase the need to cover with subsidies the gap generated by an increased demand given the fact that the rate isn't adjusted according to cost variations.
For all the foregoing and using the information of the adjusted income statements presented in the annexes, the following analysis is performed.

I.2.- Search for Operational Balancing.[footnoteRef:2] [2:  Annex II: RESULTS STATE OPERATIONAL BALANCING.] 


If we define that this subsidies replace higher revenues for sales, and given the fact that rates were reduced, we would find out that EBS total subsidy would be 513.25 and 432.46 millions of SRD, for 2011 and 2010 respectively. The participation of the subsidies in total revenue would be 42% in 2011 and 40% in 2010.
We can see this algorithms in the following table.

	Electricity operation s
	2012
	2011
	2010

	(in thousands of SRD)
	SRD
	SRD
	SRD

	Sales
	325,003
	299,485
	257,968

	Contribution government D.E.- operations
	
	103,606
	90,171

	Fuel subsidy
	
	110,167
	84,320

	Total Subsidy
	380,686
	213,773
	174,491

	Sales + Total Subsidy
	705,689
	513,258
	432,459

	% Sales
	46%
	58%
	60%

	% Subsidy
	54%
	42%
	40%



To mantain the financial operational balancing without government participation, this subsidies revenue should be obtained through sales income. Therefore, I performed an exercise by modifying the income statements, deleting the subsidies and amortization, calculating the new sales revenue to obtain an outcome to the exercise that results in neutral or cero.
Applying this criterion we can assert that for 2010, 2011 and 2012 it would have been neccesary to increase the rates in a 50.32%, 60.16% and 43.50% respectively.
We can see this algorithms in the following table, where the sales revenue that would have been neccesary to mantain the financial operational balancing (without investement) are presented, together with the corresponding percentages with respect to the actual sales revenue.

	
	2012
	2011
	2010

	(in thousands of SRD)
	SRD
	SRD
	SRD

	Sales no Subsidy
	747,290
	497,811
	512,691

	Sales Subsidy
	325,003
	299,485
	257,968

	
	43,50%
	60.16%
	50.32%


 
By the above we can deduce that if the average rate per kw is aproximately 7 cents, it should be adjusted around 12 cents at least. If we add to that rate a return of 10%, we would find it necessary to stablish it around 14 or 15 cents.
It should be noted that the analysis done previously does not take into account investment coverage in the calculation of the rate necessary for financial stability.

I.3.- Indirect subsidies

The main indirect subsidies for EBS are originated in those loans that the government takes and pays, being used for investment projects of the company[footnoteRef:3]. [3:  ANNEX III: Long-term liabilities. Loans from the State of Suriname 
] 

This situation is not reflected in the income statement, but in EBS current and non-current liabilities, given the fact that when a new payment is made by the government, EBS debt increases.
Those loans that arise from the Financial Statements' note for 2011 are presented bellow:

“The company has entered into the following loan arrangements with the Ministry of Finance.
1. A loan of USD 13.7 million for the financing of the delivery and installation by Man B & W Diesel AG of two diesel generators with a generating capacity of 8.4 MW each. The loan is granted by the State for the account of its monthly income from Rosebel Gold Mines N.V. by virtue of the Power Purchase Agreement (PPA-I) dated February 13, 2003.
2. In July 2005, for the account of the credit line agreement concluded on August 14, 2004 between the State of Suriname and the Export-Import Bank of India for an amount of USD 16 million, the Ministry of Finance entered into a loan agreement of about USD 12.9 million with the EBS for the financing of the contract sum for the construction of a 161 KV transmission line between Paranam and Meckendam with fittings by PEC LTD / Larsen & Toubro LTD.
3. In order to finance the repayment of the long-term loan of the EBS with Brinkmann & Niemeyer Motoren B.V. regarding the purchase of distribution materials, on April 17, 2007 an agreement was entered into with the State of Suriname, for these purposes represented by the Ministry of Finance, for an amount of Euro 6 million. The period to maturity of the loan is 15 years and the loan is non-interest-bearing.
4. In order to finance the repayment of the long-term loan of the EBS with Brinkmann & Niemeyer Motoren B.V. regarding the purchase of distribution materials, on October 17, 2008 an agreement was entered into with the State of Suriname, for these purposes represented by the Ministry of Finance, for an amount of Euro 7.5 million. The period to maturity of the loan is 15 years and the loan is non-interest-bearing. “

Every new investment project by EBS must be funded by mechanisms like this, in which the government takes charge for the payment of loans to finance investments. This derives from the fact that rates do not cover operating costs, let alone those of investment.


Also, this mechanism makes the Financial Statements present their items and, as a consequence, their indicators, in a non recommended way given the fact that, for example, the Equity Capital is negative and at a glance the company is being funded by short-term liabilities. This is real, but what any analyst would think is that it is related to suppliers and other mechanisms common to business field, when in this case those liabilities reflect the debts with the government for canceling loans directly, which are not really enforceable in the short term.


Also, this is compounded by not carrying out since 1994 no revaluation of its fixed assets, to avoid impact with higher depreciation in the income statement, increasing the losses along the years. This situation also makes Equity undervalued.


I.4.- Conclusion: 


EBS maintains a well-balanced and delicate financial situation, supported by the use of different types of subsidies offered by the government. This situation can be maintained over time by force of fiscal resources, as has been maintained to date.

A planned and gradual disintegration of these subsidies should be advisable, with a plan of update rates. An administrative and organizational transformation should also be developed, allowing a better cost policy and control.


II.- Report.

II.1.- Introduction 

I have developed the Financial Statement analysis of N.V. Energiebedrijven Suriname (EBS) electricity and gas company, up to December 31, 2011, comparative to December 31, 2010 and 2009. Also, with the information provided by the company up to December 31, 2012, I was able to carry out global comparatives up to the date.
Finally, I have received the "Strategic Business Plan 2011-2010" document, which has allowed me to broaden my analysis with projections up to December 31, 2020.
It is important to highlight that all the information obtained from the different sources named above present EBS' business activity both in electricity trading as in gas trading. As shown in the Financial Statements' note presented below: 


“In the consolidated financial statements, the financial statements of the N.V. Energiebedrijven Suriname to which the District Electrificatie Bedrijven belong  (the so-called D.E.-Operations) as well as the financial statements of the wholly-owned subsidiary N.V. Handelmaatschappij Ogane are consolidated.
No separate company financial statements for the EBS in these financial statements has been presented, because both companies constitute an integrated body and Ogane does not operate as an independent legal entity in practice. “


II.2.- Background:

The relations with the National Government are ruled by the concession agreement signed on January 1, 1972, which establishes the company's legal framework: 

“The company was granted a 50-year concession for installing and bringing into operation plant and machinery throughout Suriname for the generation of electrical energy. Furthermore for the distribution of self-generated energy or energy purchased from others, all with the purpose of supplying energy to third parties. 
However, the government has reserved the right to also install installations in the concession area within the framework of its industrialization and social policy. This makes it possible to supply electrical energy to third parties at special rates and on special conditions. 
The rates applied by the concession holder for the distribution, require the approval of the State, whereby the rates must be such that (no more than) a reasonable return is achieved on the capital employed. 
This is meant to refer to the annual profit less depreciations and tax, increased with the interest expenses after tax in terms of a percentage of the company capital employed, upon deducting the non-interest-bearing debts. 
Abovementioned depreciations are calculated on the replacement value (excluding the D.E.-Operations to which the acquisition value applies) using the depreciation percentages recognized under the tangible fixed assets.”


On May 17, 1972, two other agreements were signed, which determine a rational return to investment and energy supply. Also, other articles define the subsidy to the D.E. Sector (Districts Electrificatie Bedrijven).
Finally, in 2005 the fuel oil subsidy was introduced.
As regards to the rational return to investment, it can be specified in the following way: 

“This agreement with the State dated May 17, 1972 lays down further provisions on the reasonable return as provided for in the concession agreement. 
With regard to the average company capital employed, article 1 paragraph 3 of this agreement stipulates that all company divisions contribute hereto, including the operations of N.V. Handelmaatschappij Ogane with the exception, however, of the operations of the D.E.-sector. 
The return is considered reasonable if, based on the existing financing relations within the company and taking into consideration the interest rate at which the company may obtain long-term loans, the company can pay a sufficient dividend from the annual profit to be able to appeal successfully to the capital market under normal circumstances, while the annual profits leave sufficient room for a reasonable degree of internal financing. For now, parties consider a 10% return reasonable. If, at any time, the return is less than 10%, the company has the right to introduce a rate increase of one or more company divisions if it can be made plausible that, without a rate increase, improvement of the return is not to be expected in the short term. Up to then the rates will be determined in such manner that a reasonable return of 10% may be achieved. 
However, if in any year the achieved return exceeds 10%, the excess return will be used for the benefit of the D.E.-Operations to compensate for the subsidies granted by the State. If the return structurally exceeds 13%, the rate will be reduced to a minimum level of 10%. The abovementioned rate cut will be suspended for a maximum of 1 year if, in the year of the said rate cut, the annual investments and repayment obligations jointly exceed 15% of the average capital employed.”


In like manner, for a better understanding of the agreement of energy supply, we present the following explanation:

In the agreement of May 17, 1972 the State and the EBS agreed that the State, by virtue of the Brokopondo agreement, will annually supply the company with maximally 80 GWh of electrical energy with a maximum capacity of 16 MW and such for the duration of the electricity concession granted. 
The State will supply the electricity to the 161 KV rail of the 161/33 KV transformer station at Paranam, in the process of which further arrangements have been made for the equipment for measuring the consumption as well as for the maintenance thereof.

The rates to be applied for the electricity supplied are the following: 
- a flat load rate of SRD 0.005 per KWh over the peak load of the EBS distribution networks in Paramaribo measured as hourly average in the relevant month insofar as this load exceeds 13.5 MW with a maximum of 16 MW. 
- a flat consumption fee of 1.16 cents per KWh based on the diesel oil price loco EBS power station of SRD 0.05 per 1,000 litres. 
- a so-called fuel clause, whereby for each full amount of SRD 0.005 with which the average diesel oil price of the month in question was higher or lower than the SRD 0.05 per 1,000 litres, the KWh price will be increased respectively reduced by 0.014/1,000 cents.

As at September 16, 1999, the Ministry of Natural Resources entered into an agreement with the Suralco for the supply of available energy as a consequence of the closing of the Paranam aluminum smelter for an indefinite period of time. 
By virtue of this agreement, in addition to the 80 GWh (capacity of maximally 16 MW) pursuant to the Brokopondo agreement, the government may purchase annually an additional maximum of 620.8 GWh, and such up to the termination or expiration of the Brokopondo agreement between the government and the Suralco that was entered into on January 27, 1958. 
As at July 20, 2011 the Suralco LLC notified the State of Suriname to supply the following energy, as of June 1, 2011 applicable up to and including December 31, 2011: 

1. The following 30 MW (= 262.8 GWh) at USD 0.032 p/kWh (according to the letters of July 20, 2006 and November 20, 2007). 
2. Thereafter 15 MW (= 131.4 GWh) at the cost price of Suralco LLC (according to the letter of July 28, 2010). 
3. The last 10 MW (= 87.6 GWh) at the cost price of Suralco LLC.

The total capacity to be bought as at June 1, 2011 amounts to 135 MW (= 1,182.6 GWh). For the period of 2010 up to June 1, 2011 the maximum capacity amounted to 125 MW 
(= 1,095 GWh). 
Below follows a summary of the agreements entered into, the maximum capacity to be supplied and the GWh to be supplied: 

	Agreement / letter
	MW
	GWh

	Brokopondo agreement and 1999 energy agreement
	80
	700,80

	Letters of 20 July 2006 and 20 November 2007
	30
	262,80

	Letter of 28 July 2010
	15
	131,40

	Letter of 20 July 2011
	10
	87,60

	
	135
	1.182,60




Continuing with the information that rules the different relations with the National Government and its regulatory framework, we present the explanation regarding the D.E. Sector subsidy regimen:

“Pursuant to Article 1 paragraph 5 of the agreement dated May 17, 1972 on the contribution of the power transmission line Paranam-Houttuin and the Districts Electrificatie Bedrijven (hereinafter referred to as D.E.- Operations) in the EBS, as at January 1, 1972, the income and expenditure of the D.E.-Operations are for the account of the company. With regard to the activities of the D.E.- Operations, Article 4 stipulates that if in any year the D.E.-sector shows operating loss, the State will subsidize the company for such deficit. Any operating surplus will benefit the State. 
With regard to the interest to be charged to the D.E.-Operations, Article 8 of the agreement stipulates that no interest will be charged on the amount contributed, while the interest on loans specifically taken out for the benefit of the D.E.-Operations will be charged at an equal interest rate. On the financial balance, interest will be recharged at the effective bank rate. 
Article 4 paragraphs 5, 6 and 7 stipulate that the settlement of the subsidy will take place in monthly installments based on the estimated operating statement, while the final settlement will be effectuated forthwith, prior to September of the subsequent year.”


Finally, we detail the explanation about the fuel oil subsidy issue:

“In the years 2005 up to and including 2008, the fuel subsidy was directly accounted for in the equity by deducting the subsidy from the accumulated losses. Since the subsidy concerns fuel cost compensation, it was decided to recognize the subsidy as income in the profit and loss account as of the fiscal year 2009. For the further details in figures we refer to the profit and loss account.”


I must add that during the last few years the Government has taken loans that are paid directly and that have been channeled into EBS investments.

I thought it best to develop all this explanation about the background of the company and its relation to the the National Government due to the fact that this will allow an easier understanding of the current financial statement, which  is deeply affected by the direct and indirect subsidies that were generated.



II.3..- Assets

Assets totalled SRD 890.3 million, made up of the current assets in SRD 128.4 million, Financial Asset SRD 6.3 million and non-current assets in SRD 755.6 million. To December 31,  2011.

Current Assets are mostly composed of credits to the Government.

The following table presents the composition of the fixed assets.

	(in thousands of SRD)
	2011
	2010

	Company premises
	60.460
	31.274

	Plant and machinery
	665.858
	632.498

	Other fixed operating assets
	5.906
	8.220

	Fixed operating assets in progress
	23.396
	43.811

	Book value
	755.620
	715.803



The evolution of growth in the fixed assets during the year 2011 is presented in the following table.

	(in thousands of SRD)
	Company 
premises 
	Plant and 
machinery 
	Other fixed 
operating 
assets 
	operating 
assets in 
progress
	Total 

	January 1, 2011
	31.274
	632.498
	8.220
	43.811
	715.803

	Movements 2011 
	29.186
	33.360
	(2.314)
	(20.415)
	39.817

	December 31, 2011 
	60.460
	665.858
	5.906
	23.396
	755.620



Non-current assets have not been revalued since 1994 as explained in the notes to the financial statements. This situation generates a poor values exposure of Fixed Assets and the same in the Capital of the company.
It is the lack of revaluation that the Equity Capital indicator is negative, producing false interpretations to analyze financial information.

Below is set out in the notes to the financial statements.

“As a consequence of the policy to not further increase the electricity rates and the exclusion of the depreciation of the revaluated fixed assets in the calculation of the current electricity rates, the fixed assets have not been further revalued since 1994 as otherwise they would exceed the present value of the company. 
As a result thereof, the book value of the assets in question is not an accurate representation of the capital employed at the current value. Given the positive cash flow, however, it is presumed that the assets at least represent the present value of the company.” 

It is the lack of revaluation that the Equity Capital indicator is negative, producing false interpretations to analyze financial information.

Recommendation: Develop a valuation of fixed assets and their appropriate depreciation.

II.4.- Liabilities

Liabilities Totalled  SRD 890.3 million, comprising SRD 634.7 million of current liabilities and 255.6 in non-current liabilities. To December 31,  2011.


In the next chart you can see the evolution of liabilities between 2007 and 2011.

	LIABILITIES
	2011
	2010
	2009
	2008
	2007

	Equity Capital
	(129.697)
	(85,746)
	25,882
	(51,475)
	(98,912)

	Provisions
	94.770
	171,475
	57,020
	55,092
	42,407

	Long-term liabilities
	290.544
	278,755
	301,226
	290,434
	190,273

	Current Liabilities
	634.713
	464,083
	374,636
	354,558
	281,391

	Total Liabilities
	890.330
	828,567
	758,764
	648,609
	415,159




	LIABILITIES
	2011
	2010
	2009
	2008
	2007

	Equity Capital
	(15%)
	(10%)
	3%
	(8%)
	(24%)

	Provisions
	11%
	20%
	8%
	8%
	10%

	Long-term liabilities
	33%
	34%
	40%
	45%
	46%

	Current Liabilities
	71%
	56%
	49%
	55%
	68%

	Total Liabilities
	100%
	100%
	100%
	100%
	100%



It is important to analyze item by item the own and third-party liabilities given that could be equivocal conclusions to see this dialog box. I will then explain item by item what happened.

Equity Capital 

As you can see this area has had a negative trend since 2007, except in the year 2009 that is positive, even in the year 2007 reached the maximum with 96.9 million, representing negative 24% in the 2007 of the composition of the total liabilities.
In the year 2011 amounts to SRD 129.7 million and represents only negative 15% of the total liabilities.
If this situation were real, EBS should be currently in liquidation, even more by its structure of liabilities.
As explained in the previous section "1.- Assets", EBS assets have not been revalued since 1994, generating a distortion in their values and return on Equity Capital.
For this reason, a revaluation of fixed assets and their appropriate depreciation is essential.





Long-term liabilities

Long-term liabilities are caused by the taking of loans by the Government, which are used by the company this allows access to lower funding costs. Then there are those loans taken by the company in the long term.
The following table shows the structure of the long-term liabilities.
In the Note column refers to the note to the financial statements which explains the credit on this item.

	(in thousands SRD)
	Note
	2011
	2010

	Loans of the State of Suriname: 
	
	
	

	- 161 kV Transmission line India
	A
	43.403
	36.277

	- MAN B & W
	B
	45.965
	38.419

	Loan State Suriname through the Ministry of Natural Resources 
	
	
	

	"distribution materials" dated April 17, 2007
	C
	20.671
	18.047

	Loan State Suriname through the Ministry van Natural Resources 
	
	
	

	"distribution materials" dated October 17, 2008
	D
	32.385
	28.275

	
	
	142.424
	121.018 

	
	
	
	

	Royal Bank of Canada
	E
	4 5.571
	46.886

	RABO Bank International
	F
	5 7.971
	56.238

	DSB Bank N.V.
	G
	1 2.701
	13.091

	Olibis N.V.
	H
	16.017
	19.197

	Loan Importex N.V. distribution materials 
	I
	5 .117
	7.149

	Loan Cornelis Jongbawstraat
	J
	2 .684
	

	Global Export Finance LLC. (distribution materials)
	K
	1 3.958
	

	Loan Olibis N.V. 5 gensets D.E.- operations
	L
	4 32
	4.901

	Loan MAN B & W mach # 20
	M
	
	7.434

	Stichting Pensioenfonds voor de Surinaamse Energiebedrijven
	N
	2 5.125
	28.700

	Staatsolie Maatschappij Suriname N.V.
	O
	4 .293
	7.851

	Long-term loans 
	
	326.293
	312.465

	Short-term component long-term liabilities 
	
	(48.756)
	(45.145)

	Deposits 
	P
	1 3.007
	11.435

	
	
	2 90.544 
	278.755 




Current Liabilities

In the year 2011 short-term liabilities amount to SRD 634.7 million and 480.6 million in 2010. Of which SRD 329.9 million in the year 2011 and 238.7 million in 2010 correspond to liabilities with the Government.
55% of the increase in liabilities with the Government between the years 2010 and 2011, occurs in the item “Electricity purchase after setoff contribution government in D.E.-operations".
It should be noted that if we add to the liabilities with government plus pension fund liabilities, this amount would SRD 423.6 million representing 67% of the total short term liabilities

The following table shows the constitution of the short-term liabilities for the years 2010 and 2011, in thousands of SRD.


	(in thousands of SRD)
	2011
	2010

	Debts to the Government: 
	
	

	- Electricity purchase after setoff contribution government in D.E.- operations
	202.672
	152.377

	- Accrued interest long-term loans government 
	34.990
	25.237

	- Wage tax and social premium withholdings
	92.259
	61.110

	
	329.921
	238.724

	Stg Pensioenfonds voor de Energiebedrijven Surinaame
	93.735
	58.174

	Trade payables:
	
	

	- Local suppliers
	14.254
	13.862

	-Staatsolie Maatschappij Suriname N.V.
	79.185
	42.417

	-Olibis N.V
	226
	3.088

	- Foreign suppliers
	13.008
	17.308

	-Global Export Finance LLC.
	11.415
	

	Amounts owed to financing institutions and other liabilities
	58.874
	63.393

	Connection charges
	17.092
	14.625

	Other liabilities and accrued expenses
	17.003
	12.492

	
	634.713
	464.083



Total short-term liabilities are debts of the company with the Government, which is come up year after year and they should be analyzed for offset by loans that the company has with the Government, and the remaining amount be funded in the long term.

Recommendation:

· To develop an analysis of the current liabilities to compensate them with current assets when both are with the Government.
· The balance of the current liabilities that are not compensating, structuring them long term.




II.5.- State Results

The results of the exercise for the years 2012, 2011 and 2010 are negative of about SRD 28.4, SRD 43.9 and SRD 118.2 million respectively. In the 2010 the loss SRD 108 million are derived from two extraordinary concepts, Provision for "Post employment benefits" SRD 40.6 million and Provision losses rate devaluation SRD 67.8 million.
In the case of expenditure on staff are affected by the accounting registration of contingent liabilities of the interests of the Pension Fund. As explained in note 20 to the financial statements that outlined below.

“The interest over the long-term debt to the Pension Fund, increased by SRD 6.6 million compared to 2009. This increase may mainly be attributed to the fact that the interest over 2007 of SRD 4.6 million and the default interest of SRD 2 million were included. 
The interest over 2007 was included in the current fiscal year due to wrongful release in the fiscal year 2008. The payment of the interest had been included in 2007. Over the years 2005 and 2006, a default interest of SRD 2 million has also been included in the current fiscal year due to the non-timely redemption of the interest over the years as mentioned earlier. This was formalized in a letter of the board of the Pension Fund to the management of the EBS dated August 10, 2009.”

The financial costs are increased by the re accounting expression of debts in foreign currency, caused by the devaluation of the SRD with respect to the US $ and EURO. As explained in note 20 to the financial statements which is set out below.

“As a result of the exchange rate devaluation on January 21, 2011 of the SRD compared to the USD by 20% (from 2.80 to 3.30 middle rate) and the € from 3.77 to 4.45, for foreign-currency denominated liabilities as at year-end 2010, the company made a provision of SRD 67.8 million for exchange rate losses.”

The structure of tariffs and subsidies however remains balanced as in previous years, allowing the company find balanced financially.

· Results State Ajustment.

To understand more clearly the previous statement, I made a new Results State[footnoteRef:4], adjusting the presentation under the following headings: [4:  ANNEX III] 


1. Revenue operating, taking into account subsidies received directly by the Government.
2.  Also the cost of the fuel oil so I have adjusted, presenting the value of cost minus the received subsidy.
3.  The amount resulting from the adjustment of liabilities by the extraordinary update of the Pension Fund, was deducted from expenditure on staff and presented as extraordinary expenses.
4. The resulting adjustment of the revalue of liabilities in foreign currency, they were deducted from the heading financial cost and show as an extraordinary negative result.
5. Finally, the depreciation of assets show separately, to generate the indices of EBITDA and EBIT.

	
	2012
	2011
	2010
	2009

	EBITDA
	15.447
	2.200
	28,010
	39,730

	Depreciations
	43.814
	46.351
	37,669
	28,736

	EBIT
	-28.367
	-43.951
	-9,659
	10,994



The increase in depreciation is approximately 30%, producing a very important impact on the result, as shown in the preceding table index EBIT in 2010 turns - 9,659, when in 2009 amounted to 10.994. The same for the years 2011 and 2012.
The explanation on the reason for the variation is explained in the notes to financial statements, it is then.

“The costs of depreciations amount to SRD 37.7 million in 2010 compared to SRD 28.7 million in 2009. The increase of depreciation in 2010 may mainly be attributed to the optimal use of the gensets of the EPAR operations. In 2009 the gensets were not fully operational. 
In terms of quantities sold, the depreciations with the electricity operations remained the same and this at SRD 0.03 per kWh. With the gas operations the depreciations also remained the same and this at SRD 0, 05 per lbs. “

Provisions by the year 2010 for coverage of medical costs of retired employees, the Pension Fund and retirement benefits amount to SRD 85.2 million, taking a high implication in the negative outcome of the company.

Recommendations: 

· Make the presentation of statements of results according to the new presentation attached as an Annex III, which allows obtaining indices which can be compared with other exercises.
· Develop an analysis of provisions for the Pension Fund, as well as of the other benefits in retirement and to withdraw staff. This type of analysis is being done in all countries given economic crisis worldwide and in this case in particular about the financial situation of the company.
· Analyze the structure of tariffs and subsidies, taking into account, as well as operating subsidies, of investment.





II.6.- Direct Subsidies.

By the above statement, the biggest impact found is in the income statement of EBS.

To make it easier to understand, I have developed a new Statement of income, adjusting the presentation in the following items[footnoteRef:5]: [5:  Idem Note 1.] 

· Operating revenues, taking into account the subsidies received directly from the government.
· Also, I have adjusted the price of fuel oil, presenting the cost value deducting the subsidy received.
· The amount resulting from the adjustment of liabilities (from the extraordinary update of the Pension Fund) was deducted from the Staff Costs and presented as extraordinary expenses.
· The resulting adjustment of the revaluation of liabilities in foreign currency was deducted from the Financial Costs item and is presented as a negative extraordinary result.
· Finally, the depreciation of assets is presented separately, so as to generate the EBITDA and EBIT indexes.

Here is a table with the evolution of sales from 2009 to 2012.

	(in thousands of SRD)
	2012
	
	2011
	
	2010
	
	2009
	

	
	Quantity
	SRD
	Quantity
	SRD
	Quantity
	SRD
	Quantity
	SRD

	Electricity sales (MWh)
	1,325,661
	325,003
	1,232,700
	299,500
	1,164,925
	257,968
	1,076,687
	226,176

	Gas sales (X 1000 lbs)
	3,556
	58,254
	33,750
	54,506
	32,527
	46,432
	31,446
	44,582

	
	
	383,257
	
	354,006
	
	304,400
	
	270,758

	Other proceeds
	
	
	
	
	
	62,918
	
	44,411

	
	
	383,257
	
	354,006
	
	367,318
	
	315,169



As can be appreciated, there is an increase in the volume of electricity sales, in quantity and revenue, with very interesting percentages that would conclude in a vision of the company's financial improvement, but in fact, this increases require an important increase in subsidies as well.

The variation of the percentage growth in sales (in quantity and revenue) is presented in the following table,

	Incremento en ventas %
	2011-2012
	2010-2011
	2009-2010

	Quantity
	7.54%
	5.82%
	8.20%

	SRD
	8.52%
	16.10%
	14.06%



In both cases the increase is sustained, not only in quantity but also in revenue. For example, between 2011 and 2012 the growth of the amount of energy sold was 7.54%, corresponding to an increase of 8.52% revenue.
When we analyze the behaviour of the direct subsidies in the same period, between 2011 and 2012, we find that the growth of this subsidies reached up to 78.08%. 
Therefore, what looked like an improvement in EBS's Financial Statement by the increase in sales, was actually a bigger involvment of subsidies from the government, to mantain the balance of the company.

The following tables show the numbers and percentages of the subsidies we just mentioned.


	Total Subsidy
	2012
	2011
	2010
	2009

	
	380,686
	213,773
	174,491
	81,518



	
	2011-2012
	2010-2011
	2009-2010

	Incremento Subsidio %
	78.08%
	22.51%
	114.05%



This situation is derived from the low average selling price of energy, combined  with a high participation of thermal power plants in power generation, which have their cost directly influenced by oil prices. The high variations in the cost of generation are not offset by higher sales. On the contrary, they increase the need to cover with subsidies the gap generated by an increased demand given the fact that the rate isn't adjusted according to cost variations.
For all the foregoing and using the information of the adjusted income statements presented in the annexes, the following analysis is performed.

Search for Operational Balancing[footnoteRef:6]. [6:  Idem Note 2.] 


If we define that this subsidies replace higher revenues for sales, and given the fact that rates were reduced, we would find out that EBS total subsidy would be 513.25 and 432.46 millions of SRD, for 2011 and 2010 respectively. The participation of the subsidies in total revenue would be 42% in 2011 and 40% in 2010.
We can see this algorithms in the following table.

	Electricity operation s
	2012
	2011
	2010

	(in thousands of SRD)
	SRD
	SRD
	SRD

	Sales
	325,003
	299,485
	257,968

	Contribution government D.E.- operations
	
	103,606
	90,171

	Fuel subsidy
	
	110,167
	84,320

	Total Subsidy
	380,686
	213,773
	174,491

	Sales + Total Subsidy
	705,689
	513,258
	432,459

	% Sales
	46%
	58%
	60%

	% Subsidy
	54%
	42%
	40%



To mantain the financial operational balancing without government participation, this subsidies revenue should be obtained through sales income. Therefore, I performed an exercise by modifying the income statements, deleting the subsidies and amortization, calculating the new sales revenue to obtain an outcome to the exercise that results in neutral or cero.
Applying this criterion we can assert that for 2010, 2011 and 2012 it would have been neccesary to increase the rates in a 50.32%, 60.16% and 43.50% respectively.
We can see this algorithms in the following table, where the sales revenue that would have been neccesary to mantain the financial operational balancing (without investement) are presented, together with the corresponding percentages with respect to the actual sales revenue.

	
	2012
	2011
	2010

	(in thousands of SRD)
	SRD
	SRD
	SRD

	Sales no Subsidy
	747,290
	497,811
	512,691

	Sales Subsidy
	325,003
	299,485
	257,968

	
	43,50%
	60.16%
	50.32%


 
By the above we can deduce that if the average rate per kw is aproximately 7 cents, it should be adjusted around 12 cents at least. If we add to that rate a return of 10%, we would find it necessary to stablish it around 14 or 15 cents.
It should be noted that the analysis done previously does not take into account investment coverage in the calculation of the rate necessary for financial stability.

II.7.- Indirect subsidies

The main indirect subsidies for EBS are originated in those loans that the government takes and pays, being used for investment projects of the company[footnoteRef:7]. [7:  Idem Nore 3.] 

This situation is not reflected in the income statement, but in EBS current and non-current liabilities, given the fact that when a new payment is made by the government, EBS debt increases.
Those loans that arise from the Financial Statements' note for 2011 are presented bellow:

“The company has entered into the following loan arrangements with the Ministry of Finance.
1. A loan of USD 13.7 million for the financing of the delivery and installation by Man B & W Diesel AG of two diesel generators with a generating capacity of 8.4 MW each. The loan is granted by the State for the account of its monthly income from Rosebel Gold Mines N.V. by virtue of the Power Purchase Agreement (PPA-I) dated February 13, 2003.
2. In July 2005, for the account of the credit line agreement concluded on August 14, 2004 between the State of Suriname and the Export-Import Bank of India for an amount of USD 16 million, the Ministry of Finance entered into a loan agreement of about USD 12.9 million with the EBS for the financing of the contract sum for the construction of a 161 KV transmission line between Paranam and Meckendam with fittings by PEC LTD / Larsen & Toubro LTD.
3. In order to finance the repayment of the long-term loan of the EBS with Brinkmann & Niemeyer Motoren B.V. regarding the purchase of distribution materials, on April 17, 2007 an agreement was entered into with the State of Suriname, for these purposes represented by the Ministry of Finance, for an amount of Euro 6 million. The period to maturity of the loan is 15 years and the loan is non-interest-bearing.
4. In order to finance the repayment of the long-term loan of the EBS with Brinkmann & Niemeyer Motoren B.V. regarding the purchase of distribution materials, on October 17, 2008 an agreement was entered into with the State of Suriname, for these purposes represented by the Ministry of Finance, for an amount of Euro 7.5 million. The period to maturity of the loan is 15 years and the loan is non-interest-bearing. “

Every new investment project by EBS must be funded by mechanisms like this, in which the government takes charge for the payment of loans to finance investments. This derives from the fact that rates do not cover operating costs, let alone those of investment.


Also, this mechanism makes the Financial Statements present their items and, as a consequence, their indicators, in a not recommended way given the fact that, for example, the Equity Capital is negative and at a glance the company is being funded by short-term liabilities. This is real, but what any analyst would think is that it is related to suppliers and other mechanisms common to business field, when in this case those liabilities reflect the debts with the government for canceling loans directly, which are not really enforceable in the short term.


Also, this is compounded by not carrying out since 1994 no revaluation of its fixed assets, to avoid impact with higher depreciation in the income statement, increasing the losses along the years. This situation also makes Equity undervalued.


II.8.- Conclusion: 


EBS maintains a well-balanced and delicate financial situation, supported by the use of different types of subsidies offered by the government. This situation can be maintained over time by force of fiscal resources, as has been maintained to date.

A planned and gradual disintegration of these subsidies should be advisable, with a plan of update rates. An administrative and organizational transformation should also be developed, allowing a better cost policy and control.


ANNEX I
RESULTS STATE AJUSTMENT.

	
	
	2011
	
	
	2010
	

	
	Electricity operation s
	Gas Operations
	TOTAL
	Electricity operation s
	Gas Operations
	TOTAL

	(in thousands of SRD)
	SRD
	SRD
	SRD
	SRD
	SRD
	SRD

	Sales
	299,485
	54,206
	353,691
	257,968
	46,432
	304,400

	Other proceeds
	44,002
	1,107
	45,109
	62,232
	686
	62,918

	Contribution government D.E.- operations
	103,606
	
	103,606
	90,171
	0
	90,171

	Turnover, conformable to page 18
	447,093
	55,313
	502,406
	410,371
	47,118
	457,489

	Fuel and energy procurement
	
	
	
	
	
	

	* Fuel consumption
	157,788
	
	157,788
	123,520
	0
	123,520

	Fuel subsidy
	-110,167
	
	-110,167
	-84,320
	0
	-84,320

	*Lubricants consumption
	2,384
	
	2,384
	2,525
	0
	2,525

	*Electricity purchase
	210,453
	
	210,453
	201,762
	0
	201,762

	*Gas consumption
	
	51,477
	51,477
	0
	30,037
	30,037

	*Other costs
	269
	22
	291
	97
	0
	97

	
	260,727
	51,499
	312,226
	243,584
	30,037
	273,621

	Material consumption
	25,085
	3,125
	28,210
	38,770
	1701
	40,471

	Insurance premium
	1,690
	132
	1,822
	1,465
	132
	1,597

	Raw materials, materials and services
	287,502
	54,756
	342,258
	283,819
	31,870
	315,689

	Gross margin
	159,591
	557
	160,148
	126,552
	15,248
	141,800

	Personnel costs
	80,153
	6,539
	86,692
	69,858
	6,863
	76,721

	Real Financial Cost
	
	
	0
	27,781
	1,895
	29,676

	Other operating costs
	26,334
	4,019
	30,353
	15,790
	3,116
	18,906

	Total operating costs
	106,487
	10,558
	117,045
	113,429
	11,874
	125,303

	Financial income
	-37,657
	-3,246
	-40,903
	11,514
	-1
	11,513

	Net margin
	15,447
	-13,247
	2,200
	24,637
	3,373
	28,010

	Depreciations
	43,814
	2,337
	46,151
	35,911
	1,758
	37,669

	Provision for "Post employment Benefits"
	
	
	0
	37,027
	3,638
	40,665

	Provision losses rate devaluation
	
	
	0
	67,842
	0
	67,842

	Loss resp. profit
	-28,367
	-15,584
	-43,951
	-116,143
	-2,023
	-118,166





ANNEX II
RESULTS STATE OPERATIONAL BALANCING.

	
	2012
	2011
	2010
	2009

	(in thousands of SRD)
	SRD
	SRD
	SRD
	SRD

	Sales
	325,003
	497,811
	512,691
	283,019

	Other proceeds
	
	44,002
	62,232
	43,500

	Contribution government D.E.- operations
	380,686
	
	
	

	Turnover, conformable to page 18
	
	541,813
	574,923
	326,519

	Fuel and energy procurement
	
	
	
	

	* Fuel consumption
	
	157,788
	123,520
	63,617

	Fuel subsidy
	
	
	
	

	*Lubricants consumption
	
	2,384
	2,525
	1,871

	*Electricity purchase
	575.806
	210,453
	201,762
	133,249

	*Gas consumption
	
	
	0
	0

	*Other costs
	
	269
	97
	83

	
	
	370,894
	327,904
	198,820

	Material consumption
	
	25,085
	38,770
	34,107

	Insurance premium
	
	1,690
	1,465
	1,365

	Raw materials, materials and services
	
	397,669
	368,139
	234,292

	Gross margin
	
	144,144
	206,784
	92,227

	Personnel costs
	103,854
	80,153
	69,858
	49,256

	Real Financial Cost
	
	
	27,781
	23,894

	Other operating costs
	25,350
	26,334
	15,790
	13,223

	Total operating costs
	
	106,487
	113,429
	86,373

	Financial income
	-42,280
	-37,657
	11,514
	0

	Net margin
	
	0
	104,869
	5,854

	Depreciations
	51,009
	
	
	

	Provision for "Post employment Benefits"
	
	
	37,027
	5,854

	Provision losses rate devaluation
	
	
	67,842
	0

	Loss resp. profit
	0
	0
	0
	0





ANNEX III
Long-term liabilities
Loans from the State of Suriname 

A. India loan 161 kV Transmission line 
The construction of the 161 KV transmission line between Paranam and Meckendam by PEC Ltd/ Larsen & Toubro for the contracting sum of USD 12,891,741 was financed from the credit line agreement between the State of Suriname and the Export-Import Bank (Exim-Bank) from India.
On account of this allocation, the government, represented by the Ministry of Finance, by loan agreement of July 2005, granted a loan to the EBS of USD 12,891,741 at an interest of LIBOR 6 months plus ½% and all in compliance with the conditions of the credit line agreement between the State and the Exim-Bank from India. 
EBS owes a once-only ½% management fee of the loan sum of USD 64.5 thousand to the National Debt Bureau. The repayment of the loan sum will run parallel with the credit line agreement as mentioned above, yet no longer than 15 years. No redemptions of this loan have been made yet and as at closing balance date the debt amounts to USD 12.9 million converted at the exchange rate of 3.35: SRD 43.4 million. On December 31, 2010 the loan amounted to SRD 36.3 million (exchange rate of 2.80). 

B. MAN B & W Diesel AG 
In order to co-finance the supply and the installation of two diesel generators, each with a generating capacity of 8.4 MW by door Man B & W Diesel AG, a financing agreement was concluded in July 2004 with the Ministry of Finance for an amount of USD 13,721,000 and at an interest rate of 9.5% per year. The loan is extended by the State at the expense of its monthly deposits with Rosebel Gold Mines N.V. by virtue of the Power Purchase Agreement (PPA-I) dated 13 February 2003. 
Although article 4 of the financing agreement sets forth that the loan inclusive of the interest needs to be redeemed as of 1 January, 2008 within a period of 3 years and this in monthly installments, article 5 of the agreement concerned also lays down that the State is willing to setoff the total amount financed against current and future claims, if any, from the EBS against the State. The parties will still decide on the amount for setoff as well as on the procedure of the setoff. No redemptions have been made yet and as at closing balance date the debt amounts to USD 13.7 million converted at the exchange rate of 3.35: SRD 45.9 million. On December 31, 2010 the loan amounted to SRD 38.4 million (exchange rate of 2. 80). 

C. Loan State of Suriname dated April 17, 2007 
In order to finance the repayment obligation of the long-term loan from EBS with Brinkmann & Niemeyer Motoren B.V., for the purchase of distribution materials, the State of Suriname, through the agency of the Ministry of Natural Resources, on April 17, 2007 extended to the EBS a long-term, non-interest bearing loan amounting to the sum of the purchase transaction, namely € 6 million. The loan agreement lays down that the State of Suriname is obliged to pay the installment to Brinkmann & Niemeyer Motoren B.V. With the redemption of the loan with Brinkmann & Niemeyer Motoren B.V. a non-interest bearing long-term debt is created of the EBS with the Ministry of Finance. The period to maturity of the said loan is 15 years. 
In 2008 the loan from Brinkmann & Niemeyer Motoren B.V. was paid in full by the State of Suriname. Consequently the interest-free long-term loan to the State of Suriname amounts to € 6 million minus the amount settled by the EBS by virtue of article 6 of the loan agreement of the distribution materials purchased by the Ministry of Natural Resources up to an amount of € 1,212,940, resulting in a pro resto debt of € 4,787,060, corresponding to approximately SRD 20.7 million as at year-end 2011.

D. Loan of the State of Suriname dated October 17, 2008 
In order to finance the payment of the long-term loan of the EBS with Brinkmann & Niemeyer Motoren B.V. for the purchase of distribution materials for various electrification projects, on October 17, 2008, the State of Suriname, through the Ministry of Finance, extended to the EBS a long-term interest-free loan of € 7.5 million. As a result thereof the non-interest bearing loan to the State of Suriname amounts to € 7.5 million, which corresponds to about SRD 32.4 million as at 31 December 2011. The loan agreement lays down that the State of Suriname is obliged to pay the installment to Brinkmann & Niemeyer Motoren B.V. With the redemption of the loan with Brinkmann & Niemeyer Motoren B.V. a non-interest bearing long-term debt is created of the EBS with the Ministry of Finance. The period to maturity of the said loan is 15 years. In 2010 the State of Suriname paid the balance of € 1,583,000 to Brinkmann & Niemeyer Motoren B.V. 

E. Royal Bank of Canada 
In order to co-finance the investment projects, on 11 June 2004 an investment credit of USD 23.7 million was taken out from the Royal Bank of Canada with a period to maturity of seven years at a fixed interest percentage of 9.5% per year. As at 31 December 2011 the loan amounts to USD 13.6 million (SRD 45.6 million).. An amount of USD 3.1 million was redeemed in 2011. 
With the arrangement of 29 September 2008 the loan agreement was amended as follows: 
1. Period to maturity of the redemption has been set at 7 (seven) years (was 4 years) and the redemption takes place by means of semi-annual annuities. Premature redemption is allowed without being subject to a fine. 
2. The interest is fixed for the coming four years. After this period the interest percentage will be revised. 
3. The annual annuity amounts to USD 2,329,677.--. 

Among others, the following collaterals were provided: 
· A first mortgage of USD 23.7 million on the land with the structures erected on it at the Saramaccastraat; 
· Assignment of receivables, in particular receivables against N.V. Luchthavenbeheer, N.V. Havenbeheer, Staatsolie Maatschappij Suriname N.V., Rosebel Gold Mines N.V. (PPA II), Fernandes Concern and SLM, to be deposited at an Escrow account to be opened at the bank and to be managed by it; 
· Assignment of insurance money from the fire insurance taken out on strategic objects; 

In addition to the aforesaid collaterals, also further conditions were set for among other things a sound conduct of operational management including adequate financial ratios between equity capital and borrowed capital and financial ratios. In view of the negative shareholders equity of the EBS, it is not able to meet the requirements on the ratio equity / borrowed capital. Within this framework it was also agreed that the EBS will continue to seek to convert the liabilities to the government in share capital and to increase the energy rates.

F. Rabobank International 
In order to finance the investment project EVP+, a long-term loan agreement was entered into with the Cooperatieve Centrale Raiffeisen-boerenleenbank B.A. (Rabobank International). In 2010 the remainder of the EVP+ projects was completed. For explanatory notes to that effect we refer to the paragraph on investments. According to the conditions the redemption of the loan was started in March 2011. In 2011 an amount of € 1.5 million was redeemed. As at balance sheet date the loan amounts € 13.4 million 
(SRD 58 million). 
The loan conditions are as follows: 

· Loan amount € 14,917,133.85 
· Period to maturity 10 years 
· Start redemption March 2011 
· Number of installments 20 semi-annual installments of € 745,856.69 
· Interest 5.37 % . The interest is calculated on the basis of the outstanding debt. 

Collaterals: 

· Debt Service Reserve Account € 1.5 million 
· Guarantee Ministry of Finance up to an amount of € 13.5 million 
· Credit risk. The credit risk is up to an amount of € 13.5 million borne by the credit insurer Atradius. 

G. The Surinaamsche Bank N.V. et al 
This concerns a long-term investment credit agreement entered into between the company and the joint banks consisting of The Surinaamsche Bank N.V., Finabank N.V. and the Stichting Surinaamse Volkscredietbank totaling USD 2 million. The lead manager of this agreement is DSB Bank. In order to partly finance the purchase of a MAN genset # 20, on 29 January 2010 the loan of USD 1.4 million was increased by USD 4 million. In 2011 an amount of USD 884 thousand was redeemed. The following conditions are attached to this loan, the balance of which amounted to USD 3.8 million (SRD 12.7 million) as at year-end 2011: 

· Loan amount USD 5,372,467.11 
· Period to maturity 5 years 
· Start redemption as of 28 February 2010 
· Number of installments 60 monthly installments of USD 67,926.71 
· Interest 8.5%. The interest is calculated on the basis of the outstanding debt. 

Collaterals: 

· Subordination of receivables of the State of Suriname (Ministry of Finance) against the company up to an amount of about SRD 66.2 million. 
· Assignment of receivables of the company against N.V. Hotelmaatschappij Torarica, Hotelmaatschappij Eco Resort Inn N.V. and Nelly Trading N.V. up to a maximum amount of SRD 100,000 per month. 
In addition to the aforesaid collaterals, for this current account facility there is an assignment of receivables of the company against N.V. Hotelmaatschappij Royal Torarica up to a maximum amount of SRD 80,000 per month. 

H. Olibis N.V. 
On September 30, 2008 a purchase agreement of € 10,922,950 was entered into with N.V. Olibis for the supply of pole transformers, AMKA cables, 2 Wärtsilä gensets and a Cummins genset. The gensets were bought for the D.E. operations Nickerie (Wärtsilä) and Moengo (Cummins), while the other materials are intended for the EPAR operations. The deposit for this agreement of € 2,555,738 was financed from own funds. The supplier N.V. Olibis extended to the company, a long term loan for the balance of the sum due of € 7,667,212.50. In 2011 an amount of € 1.4 million was redeemed. 

The following conditions are attached to this loan, the balance of which as at year-end 2011 amounted to € 3.7 million (SRD 16 million): 

· Loan amount € 7,667,212.50 
· Period to maturity 5 years 
· Start redemption January 2009 
· Number of installments 60 monthly annuities of € 166,703.78 
· Interest 11 % per year. 
· Financing costs € 281,131.13 for transfer fee and service charge fee. 

Collaterals: 

Fiduciary transfer of ownership of the Wärtsilä Gensets of Nickerie. 

I. Importex N.V. 
On 5 February 2010 a non-interest bearing supplier credit of € 2,133,200.-- was entered into with 
Importex N.V. for the supply of distribution materials. In 2011 an amount of € 711 thousand was redeemed. 

The following conditions are attached to this loan, the balance of which as at year-end 2011 amounted to € 1.2 million (SRD 5.1 million): 

· Loan amount € 2,133,200 
· Period to maturity 3 years 
· Start redemption September 2010 
· Number of installments 36 monthly installments of € 59,255.55. 

J. Loan Cornelis Jongbawstraat 
On January 6, 2011 a plot was bought from Mr. Sibilo at the Cornelis Jongbawstraat #2 for the construction of a substation for consumers in that area. The purchase price including notarial charges and financing charges during the period to maturity, amounted to € 1,795,000,--. In 2011 a total of € 1.2 million was redeemed. This includes two deposits of € 400,000 in February and in March 2011.

The following conditions are attached to this loan, the balance of which amounted to € 0.6 million (SRD 2.7 million) as at year-end 2011: 

· Loan sum € 1,795,000,-- 
· Period to maturity 2 years 
· Start redemption April 2011 
· Number of installments 24 monthly installments of € 41,498,-- 

K. Global Export Finance LLC. 
On June 20, 2011 an agreement was entered into with Global Export Finance LLC. 
for the supply and financing of distribution cables 

· Principal loan € 6 million 
· Period to maturity 3 years 
· Start redemption August 2011 
· Interest and redemption 36 monthly annuities of € 189,405.22 
· Interest 8.5% per year 

Liabilities have been included insofar as supplies were made to the EBS, in the course of which payments by the EBS were deducted from the liability concerned. 
We refer to the off balance commitments „purchase commitments.

L. Olibis N.V. 5 gensets 
On 5 February 2010 a purchase agreement of € 2,708,075,-- was entered into with Olibis N.V. for the supply of five Cummins gensets. The gensets were bought for the D.E.- operations Moengo, Albina and Wageningen. The down payment for this agreement of € 308,075 was financed from own funds. Jointly with the down payment the interest costs and the costs of financing for respectively € 408,000.-- and € 270,820.38 were paid simultaneously. In respect of the balance of the outstanding amount of about € 2,400,000.-- the supplier Olibis N.V. provided a long-term loan to the company. The following conditions are attached to this loan, the balance of which as at year-end 2011 amounted to € 100,000: 

· Loan amount € 2,400,000.- 
· Period to maturity 2 years 
· Start redemption February 2010 
· Number of installments 24 monthly installments of € 100,000.—
· Costs of financing € 270,820.-- for transfer fee and service charge fee. 

Collaterals: 
Retention of title of the five Cummins generator sets supplied by the supplier up to the entire settlement of the payment obligations. 
M. Loan MAN B & W machine # 20 
On October 7, 2009 a MAN genset was bought amounting to USD 9,285,593. To finance this, the supplier extended a loan of USD 5,285,593. This loan, the balance of which amounted to USD 2.7 million early 2011, was paid in full in 2011. 

N. Stichting Pensioenfonds voor the Energiebedrijven Suriname (EBS Pension Fund Foundation) 
This concerns the long-term liability to the Pension Fund. In 2011 an amount of USD 2.8 million was paid. The following conditions are attached to this loan, of which the balance of the principal amounted to USD 7.5 million as at year-end 2011. 

· Loan amount USD 15 million 
· Period to maturity 12 years 
· Grace period 2 years 
· Interest 0.667% monthly. The interest is calculated on the basis of the outstanding debt. 
· Installment USD 125,000 monthly as of 2007 

It was agreed that if the N.V. EBS does not comply with the redemption and interest payment commitments, such amounts will be transferred to the current account with the Stichting Pensioenfonds voor the Surinaamse Energiebedrijven. 

O. Staatsolie Maatschappij Suriname N.V. 
Within the framework of the electricity purchase agreement concluded between the EBS and Staatsolie Maatschappij Suriname N.V. (Staatsolie) on May 4, 2005, among other things in appendix 1 and the amendment to the agreement of 21 July 2005 it was agreed that Staatsolie would finance the construction of a substation at Tout Lui Faut for an amount of USD 2,804,000. On the basis of the interpretation of the agreement the contribution of Staatsolie in the investment amounts to USD 1,400,000. The balance of USD 1,404,000 concerns a loan of Staatsolie to EBS with a term to maturity of 10 years as of November 2006 and an interest rate of 8%. The payment of the interest and redemption of the loan was carried as of 2011 in the rate for the acquisition of electrical energy by the EBS. As a result of the fact that the processing of the interest and redemption of the loan in the rate had not been formalized during the period of November 2006 up to early 2011, an arrears in payment was created. This arrears in payment was included under current liabilities (USD 0.9 million, inclusive of interest). 

P. Security deposits 
In valuing the consumer receivables, the security deposits charged were not taken into consideration, yet were entered as a liability under long-term liabilities. This was done in view of the fact that setoff against the receivables is only possible if the consumers do not comply with their payment obligations. 
As such, taking into account the nature of the company, the security deposits are recognized as long-term liabilities.
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