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a.	 His	Excellency	Hon.	Baron	D	Waqa,	President	of	Nauru	starting	up	the	new	generators.
b.	 The	High	Commissioner	for	Australia	at	the	inauguration	of	the	generators:	Her	Excellency	Madame	Angela	Tierney
	 and	the	Minister	for	Utilities	Hon.	Aaron	Cook.	
c.	 The	European	Union	Representative	at	the	inauguration	of	the	generators:	Mr.	Adrian	Nicolae
d.	 The	Asian	Development	Bank	Representative	at	the	Inauguration	of	the	generators:	Mr.	Anthony	Maxwell
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TEAM WORK
ENVIROMENT

HONESTY

CUSTOMER FOCUS

SAFETY

FOR NAURU, WE WILL ACHIEVE WITH A UNITED EFFORT AND DOING 
THINGS RIGHT FIRST TIME, UTOPIA

Utopia: safest, 
most efficient, 
reliable & cost 
effec�ve small 
island u�lity

MUKUR DOGIN NAQERO

Vision, Mission & Values
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The financial year 2018 (1st July 2017 to 30th June 2018) has been a 
most successful year for the Nauru Utilities Corporation.
As the Minister responsible for utilities in the government headed by 
our President, His Excellency, Honorable Baron D Waqa. I am extremely 
pleased with the progress made in improvements to the electricity and 
water services on Nauru.
The following summarizes these improvements:
1. Year on year reduction in power outages by over 50% since the   
 FY2015.
2. Direct subsidy from Government for electricity and water   
 services was reduced from $5,939,266.00 to $ 1,700,004,   
 a reduction of approximately $ 4.2 million.

This outstanding achievement has been the result of efforts by all 
stakeholders, and especially the CEO, Board, Management and 
employees of the NUC. My sincere thanks to all.
I especially like to thank the landowners who have kindly made available 
their land for the supply of electricity and water to Nauru and your 
contribution to the common good of Nauru is acknowledged.
I would also like to thank all our donor partners such as the Government 
of Australia, the European Union, the Asian Development Bank, 
Republic of China (Taiwan), the Government of New Zealand, USAid 
and International Union for the Conservation of Nature for their 
contribution and support to the electricity and water sectors of Nauru.
Tubwa Kor

Minister for Utilities
Hon. Aaron S Cook MP

MINISTER’S STATEMENT
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CHAIRPERSON OF THE BOARD

The financial year 2018 was a successful year for the NUC. 
Significant progress was made in the execution of the NUC’s 
Strategic Plan 2014 to 2020.

It was in the not to distance past when Nauruan’s had to 
arrange their activities such as washing, cooking and bathing 
around the availability of electricity. Many of us still have vivid 
memories of those times of hardship and frustrations.

On behalf of the Board of NUC I would like to thank the 
management and staff of the NUC for all the effort made in 
improving the electricity and water services of the NUC for 
Nauru. Together we have made a significant improvement in 
the lives and well-being of Nauruan’s.

I would also like to thank all our donor partners such as 
the Government of Australia, the European Union, the 
Asian Development Bank, Republic of China (Taiwan), the 
Government of New Zealand, USAid and International Union 
for the Conservation of Nature for their contribution and 
support to the electricity and water sectors of Nauru.
God bless Nauru and tubwa Kor to all

Ms Jinnie Jeremiah
Chairperson of the Board

Mrs.	Joan	Detenamo
Deputy	Chairperson	of	
the	Board

Mr.	Quinay	Cook
Director

Mr.	Timothy	Aingimea
Director

Mrs.	Sindeniv	Adeang
Director

Mr.	Leo	Scotty
Director
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CEO’S STATEMENT
MR ABRAHAM SIMPSON

In September of 2014 NUC formulated its Strategic Plan 2014 to 2020. This plan aligned NUC with the 
National Energy Road Map for Nauru and the Nauru Sustainable Development Strategy.

The corporate reform journey that NUC envisaged at the time is best summed up in the following table:

Each year NUC has significantly progressed the journey toward our defined utopia. The following details 
this progress:

1. Reactive and sluggish in response
2. Unreliable Power supply with frequent                     
interruptions
3. Inefficient operations – around 100,000 litres of 
fuel per month could be saved by improving generation 
efficiencies.
4. Insufficient generating capacity and poorly maintain 
machines resulting in frequency load shedding incidents
5. Extremely poor state of the power network and poor 
maintenance of network resulting in frequent power 
outages.
6. Poor customer service and slow response to customer 
requests
7. Insufficient water production (RO Plants) capacity to 
meet demand in a severe drought situation
8. Insufficient water storage capacity (4 days of 
emergency supply should the RO Plants be unavailable for 
service.)
9. Poor water delivery services and insufficient water 
tanker capacity for delivery of water to customers. Poorly 
maintained fleet.
10. Poor supply chain/ inventory  management
11. Low employee morale
12. Low employee skills & knowledge level
13. Confused business policy and processes.

Proactive
Best among Pacific Island utilities
Much improved efficiency
N-2 generating capacity security level and timely 
maintenance schedules.
Rehabilitated power network and improved 
maintenance
Much improved customer service.
N-2 RO Plant capacity, Alternative water production 
site.
Increased water storage capacity to 8 days 
emergency supply.
Renewed tanker fleet with sufficient capacity to 
service customers within an 48 hours work period. 
Well maintained fleet.
Improved supply chain
High employee morale
Improved employee skills and knowledge to enable 
execution of work responsibilities.
Align policy and business processes with the 
business strategy. 

Current State at the start of the Strategic Plan FY 
2015 (September 2014)

Desire state at the end of the 
Implementation of the Strategy FY2020
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1. Transformation of Work Culture:
A strategic workshop was conducted in early 2018 to review the 
progress in the implementation of the business strategy and 
the future direction. The Chart 1 illustrates the culture change 
occurring within the NUC. Workshop participants included 
employee, board members, stakeholder representatives and 
customer representatives rated symptoms that indicate the 
NUC’s performance state. 

The average rating of the participant groups in 2018 and 2014 
indicate the following:
1. Positive change which did not score at all in 2014 was   
 highly rated.
2. All other symptoms were rated lower in 2018 compared to 2014 results. 

Except for change, the other symptoms indicate an issue with a link in the performance chain. Confusion 
indicates a lack of shared vision; corruption, an issue with values; diffusion, the degree to which there is 
no strategy or the strategy is not clearly understood and implemented; frustration indicates an issue with 
resourcing; fatigue, capability; crawl indicates the degree to which motivation is lacking and doubt an issue 
with feedback on performance and people are unsure of the direction in which they ae going.

The chart indicates the general perception of employees and stakeholders is that NUC is changing for the 
better and addressing the issues that are affecting performance.

The Labour hours worked per customer fell by 10.8% and the labour paid hours per customer fell by 10.6% 
compared to the previous year. The ratio between labour hours paid and worked remained at around 1.42, 
the difference being the actual hours worked and the actual hours paid for including overtime.
‘On Time Attendance’ for the year was 68%. This is a drop of 7% and represents a relapse in discipline. This 
falls in “on time attendance” is to some degree caused by the decision to cease the performance management 
system that had been put in place that was driving the motivation to change.

Training person days for the period was 490, a decrease from 593 employee days for the previous financial 
year. This indicator excludes those who are sponsored for full time study.

The number of students sponsored for full time study is as follows:

Table	2:	Full	Time	Study

 

 -
 1.00
 2.00
 3.00
 4.00
 5.00
 6.00
 7.00
 8.00
 9.00

Missing Link Score

Score 2018 Score 2014

Number of Students Category of Study Sponsor
4 Engineering 3 sponsored by Australian Aid, 1 

sponsored by NUC
2 Management/ Finance Sponsored by NUC
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The employee profile at the end of the FY2018 is as follows:

Table	3:	Employee	Profile

2. Security of Production for Electricity and Water:

Electricity:
Table	4:	Diesel	Generating	Plant	Status

Category Numbers Percentage
Male 130 79%

Female 35 21%
Nauruan 149 90%
Refugee 2 1%

Expatriate 14 9%

Generator Identification Installed Capacity
(MW)

Operational Capacity
(MW)

Status

G1 Ruston 2.4 2 Out of Service awaiting 
major Overhaul

G2 MAN 2.8 2.5 Operational
G3 MAN 2.8 2.5 Operational
G4 Ruston 2.8 2.5 Installation in progress
G5 Ruston 2.8 0.8 Out of Service awaiting 

major overhaul
G6 Ruston 1.0 2 Major Overhaul in 

progress
G2A Cummins 2.4 0.8 Operational
G2B Cummins 1.0 0.8 Operational
G3 Cummins 1.0 0.8 Operational
G4 Cummins 1.0 0.8 Major overhaul 

complete. Installing as 
station black start set

G5 Cummins 1.0 0.8 Operational
G7A MTU 1.0 0.8 Operational
G7B Cummins 1.0 0.8 Operational

The total operational capacity is 9.8 MW. The N-2 capacity is 4.8 MW. The maximum demand for the period 
is 5.3 MW. While there is sufficient capacity to meet the maximum demand, there is insufficient capacity to 
meet the demand with the loss of the two largest generators.

Considering there are major demands yet to connect to the grid such as the RONPHOS crusher, the plans 
to ramp up capacity of the phosphate drier and the Regional Processing Center, NUC shall continue to 
rehabilitate generation capacity.
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Water:
The majority of Nauru’s water demand is provided for using sea water reverse osmosis plants (SWRO). 
Many customers capture rainwater off their roof while some use brackish ground water for sanitary needs. 
Nevertheless the bulk of Nauru water requirement is met using the desalination plants.

The water demand during a severe period of drought is estimated to be 1,200 KL per day. The SWRO plant 
capacities and status are:

Table	5:	Sea	Water	Reverse	Osmosis	Plant	Capacity	and	Status

3. Asset Maintenance:

With the acquisition and upgrade of the Meneng Hotel water production facilities, NUC is addressing the 
risk of having all its water production concentrated at one site. A new 480 KL/day RO plant is planned to be 
installed at the Meneng Water Production site. N-2 production security for water will also be achieved at that 
time.

The maintenance of the key assets for the production of electricity and water has improved. The availability 
of the water tankers and fleet vehicles dropped slightly reflecting the difficult of maintaining old vehicles 
while seeking funding to renew the fleet.

The key performance indicators for tracking the maintenance of key assets are:
Table	6:	key	Maintenance	Indicators

SWRO Capacity (KL/ day) Status
Osmoflo 900 Operational

Avenale 1 800 Operational
Avenale 2 480 Operational

Hitachi 120 Operational
Meneng Old 100 Operational

Meneng 480 (Avenale 3) 480 Installation in progress

Indicator FY2018 FY 2017
Generator Maintenance 
Compliance

96% 93%

Generator Availability 92% 84%
SWRO Availability 96% 94%
Water Tanker Availability 65% 66%
Vehicle Fleet Availability 79% 83%
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4.Operational Efficiency:
Business efficiency is best understood with the following indicators:

5. Customer Service:
The key customer service requirements relate to the quality, reliability and delivery of electricity and water 
services.
The key power outage reliability indicators SAIDI (System Average Interruption Duration Index) and SAIFI 
(System average interruption frequency index) continue the trend of reducing by over 50% year on year since 
the commencement of the implementation of the 2014 to 2020 business strategy. Graph 2 illustrates this 
trend. The results for the FY 2018 were 3,948 minutes and 46 events for SAIDI and SAIFI respectively. This 
entails a reduction of 54% for SAIDI and 52% for SAIFI compared to the previous period.

Fuel and Oil expenditure for energy production is around 40% of the total Administrative and Operational 
expenses including Employee benefits expense. The improvement in specific fuel consumption represents 
an 8.4% savings in diesel fuel or around $762,773.00 based on the total energy generated by the Diesel 
generators and the average fuel price for the year.

Lubricating oil efficiency increased from 510 kWh/ Litre by 67% to 851 kWh/L. 
Electricity losses was reduced by 4%. 
Power station auxiliary energy usage increased from 0.6% to 1.3%. This is attributed to the increased works 
associated with the power station roof replacement project and the installation of the two new MAN 
generators.

Water loss has increased mainly due to leaks experienced in the water storage C tanks. These leaks are 
believed to be caused by the absorption of minerals (calcium) from the tank wall surface by the demineralized 
water produced by the reverse osmosis plants. Two tanks, C5 and C6, were lined with plans to do the same 
for the tanks 1 to 4.

Table	7:	Key	Performance	Indicators	for	Business	Efficiency

Graph	2:	Power	Outage	Indicators	Trends

KPI FY2018 FY2017
Specific Fuel Consumption (kWh / L)) 3.8 3.48
Specific Lubricating Oil Consumption (kWh/ L) 851 510
Electricity Losses (% of energy delivered to the Grid) 22% 26%
Power Station Auxiliary Energy Usage (% Diesel Energy Generated) 1.04% 0.6%
Non-Revenue Energy (% of energy delivered to the Grid) 2% 3%
Water Loss 13% 7%
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To achieve the target contribution set by the Government NUC is vigorously 
pursuing funding for solar panel schemes. A 1.1 MW project funded jointly by 
the Government of New Zealand and the European Union is in the process for 
award of tender.
UC is also encouraging the private sector to invest in grid connected roof top 
solar. A feed in tariff of $0.2005 is in place for such customers.
An ADB funded Technical Assistance program is in progress to finalize plans 
to achieve the target using solar panel schemes. An installation of 6 MW is 
envisaged at this stage.

7. Financially Sustainable:
 A key objective of the Strategic Plan 2014 to 2020 is to become financially sustainable. The first milestone 
is to earn sufficient operational income to meet all operational expenses. Following this achievement, to 
generate sufficient revenues to build up a fund of $10 million to enable the replacement of major assets 
at the end of their economic life.

Water is delivered to a customer’s water tank by a water tanker after 
an order is lodged and payment is made.
The KPI water delivery success ratio is the number of water delivery 
orders delivered within 2 days of payment.
The ratio for FY 2018 was 83.4%, a slight reduction on the previous 
year’s total of 85%. 
FY 2018 was a dry year which stressed NUC’s capacity for delivery 
of water. While the additional of two new 12,000 litre tanker to 
the fleet helped, the other fleet vehicles were aged requiring high 
maintenance with a lot of downtime.

6. Renewable Energy:
The Government of Nauru has set a target of 50% contribution of energy from renewable sources by 
2020. 
The only viable renewable energy source on Nauru at this point in time is direct solar energy resources. 
A total capacity of 916.3 kW of solar panel schemes are connected to the grid comprising:

• NUC Ground mounted 500 kW
• NUC roof top mounted 151 kW
• Government Buildings roof top mounted 129 kW
• Private Sector roof top mounted 136.3 kW

Together these schemes provide 3.3% of the energy demand.

Table	8:	Financial	Key	Performance	Indicators

Key Performance Indicator FY 2018 FY 2017
Receivables Days 128.2 183
Creditor Days 22.3 76.1
Return on Capital Employed (ROCE) 0.21 0.17
Return on Total Assets (ROTA) 0.12 0.09
Return on property, Plant & Equipment (PPE) 0.14 0.10

Photo	7:	Capelle	Warehouse	Grid	
Connected	Roof	Top	Solar	97	kW
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The overall financial indicators show an improvement that reflects improved financial management 
compared to the previous year.

• Receivable days indicate quicker turn around in receiving debts;
• Creditor days indicate an improvement in paying off trade creditor accounts;
• The ROCE has increased by 4 cents on every dollar employed compared to 2017;
• ROTA has increased by 3 cents;
• PPE has increased by 4 cents;
• Current ratio which indicates working capital efficiency has improved significantly;
• Acid test ratio, an indicator of NUC’s ability to meet its most current debt also has improved significantly.

Operational revenue (excluding deferred income and Government subsidy) covers operational expenses 
(excluding doubtful debt write back) including depreciation expenses by 102%.

Direct Government subsidy was reduced from $5.94 million in the previous year to $1.7 million for this 
year. NUC is expected to operate without direct government subsidy in the FY 2019/

The major projects completed and key events during the year are:
• Two new medium speed electricity generators were    
 commissioned in December 2017 and began operation on   
 the 31st December 2017. The generators, provided by MAN   
 Diesel & Turbo India Pvt. Ltd, are each rated at 2.85 MW/ 3.56   
 MVA, 11kV, 50 Hz and 750 rpm.
• The power station 11 kV switch board was also replaced using   
 Schneider Electric RM6 switches.
• The Aiwo South Tee-off from the Ring Main South feeder was   
 upgraded to ABC conductors.
• A total of 1495 out of an estimated 2931 or around 50% of   
 electrical installations were inspected and defects rectified to Australian Standards.
• Capelle Supermarket installed a grid connected 97 KW roof top solar panel scheme on their    
 warehouse  roof.
• The B13 steel water storage tank was inspected for structural integrity. The operating life of the tank   
 was estimated to be 5 years. The neighboring tank B10 was demolished to make way for a new tank to  
 be installed in the near future.
• The storage tanks C5 and C6 were lined to prevent the erosion of the tank walls by the aggressively   
 solvent water produced by the sea water reverse osmosis plants.

Major projects initiated or progressed during the year are:
• 1.1 MW ground mounted solar panel installation funded by the Government of New Zealand and the  
 European Union. Bids for the project were in the evaluation stage.

8. Major Projects:

Photo	8:	Off	Loading	of	Generators	from	the	
Barge
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• The electricity network rehabilitation project funded by the European Union under its EDF 11   
   programwas in the tender stage for the supply of materials. The objective of this project is to   
 complete  the rehabilitation of the high voltage network, construct a 11kV line through the middle   
 of the island to enable off-grid connected loads such as the RONPHOC crusher, the new prison   
 and the Regional processing centers, a second circuit for the interconnection of the site reserved for   
 ground mounted  solar panel projects of up to 10 MW, and some low voltage line upgrade projects.
• NUC acquired the water production facilities of the Meneng Hotel. These facilities shall be upgraded   
 to  provide an alternative water production site for the island. Currently, all water production is done  
 viasea water reverse osmosis plants at the Aiwo water production site and the development of   
 the Meneng site will reduce the risk of a total shutdown of water production facilities.

9. Summary:

NUC has made significant progress in the implementation of its Strategic Plan 2014 to 2020. Improvements 
in its core business processes and improved financial management is reflected in the performance results 
for the FY 2018.

NUC could not have achieved these results without the support of the Government of Nauru and the donor 
community and supporters. On behalf of the management and staff of the NUC I would like to take this 
opportunity to thank our donors; The Government of Australia, the European Union; the Government of 
New Zealand, The Asian Development Bank, The Republic of China (Taiwan), USAid and the International 
Union for the Conservation of Nature. 

Tubwa Kor
Abraham Simpson
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NUC MANAGEMENT TEAM

Abraham	Simpson
Chief	Executive

Mohammed	Ali
General	Manager	

Operations

Mr.	John	Stewart	
Mackay

Manager	Supply	Chain

Mr.	Deakin	Temaki
Manager	ICT

Mr.	Dacor	Rataburiy	
Manager	Safety	and	

Security

Mr.	Mark	Hiram	
Manager	Safety	and	

SecurityWater	Operations

Mr.	Sandeep	Ramachandra
Manager	Network

Mr.	Apenisa	Manuduitagi
Manager	Regulations,	

Mastering	and	Renewable

Mrs	Semaema	Kunarore
Financial	Controller

Mrs.	Sinderina	Adeany
Manager	Human	Resources
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NAURU UTILITIES CORPORATION
DIRECTORS' REPORT
FOR THE YEAR ENDED 30 JUNE 2018

Cabinet
The Minister for Utilities of Nauru at the date of this report is Hon Aaron Cook, MP.

Directors

Jinnie Jeremiah (Chairperson) Leonard Scotty
Joan Detenamo Quincy Cook
Tim Aingimea Liluv Itsimaera
Sinderina Adeang

Principal Activities

Results

Bad and Doubtful Debts

Non-Current Assets

Significant Events

(i)

(ii)

(iii)

(iv)

In accordance with the Nauru Utilities Corporation Act 2011, the directors herewith submit the statement of financial
position of the Nauru Utilities Corporation ("the Corporation") as at 30 June 2018, the related statement of
comprehensive income, statement of changes in equity and the statement of cash flows for the year then ended and report
as follows:

The principal activities of the Corporation during the year was that of providing electricity and water delivery to
residential, commercial and government entities in Nauru. There were no significant changes in the nature of these
activities during the financial year.

Prior to the completion of the Corporation’s financial statements, the directors took reasonable steps to ascertain that
action has been taken in relation to writing off of bad debts and the making of allowance for doubtful debts. In the opinion
of the directors, an adequate allowance has been made for doubtful debts.

As at the date of this report, the directors are not aware of any circumstances, which would render the amount written off
for bad debts, or the allowance for doubtful debts in the Corporation, inadequate to any substantial extent.

The names of the directors in office at the date of this report are:

Prior to the completion of the financial statements of the Corporation, the directors took reasonable steps to ascertain
whether any non-current assets were unlikely to realise in the ordinary course of business their values as shown in the
accounting records of the Corporation. Where necessary, these assets have been written down or adequate allowance has
been made to bring the values of such assets to an amount that they might be expected to realise.

As at the date of this report, the directors are not aware of any circumstances, which would render the values attributed to
non-current assets in the Corporation's financial statements misleading.

During the year, the following significant events occurred:

During the year, Government enacted an increase in corporate tax rate from 10% applied in the prior year to 20% of
business profits. The Corporation's tax balances have been calculated on the new rate applicable at balance date;

The Corporation acquired and commissioned a new medium speed generator and a new 11KV generator during the
year. The generators were acquired through the Nauru Electricity Supply Security and Sustainability Project funded
by the Asian Development Bank for a total of $15.4 million; and

During the year, the Corporation successfully negotiated payment plans with a few key debtors whose accounts
have been outstanding for some time. At balance date, the debtors have complied with payment arrangements
agreed with the Corporation. Consequently, the directors approved the reversal of part of the provision made for
doubtful debts in the prior year for these accounts. The reversals contributed to the net decrease in the total
provision for doubtful debts for the year of $3.9 million.

The operating profit for the year was $4,623,602 (2017 : $2,444,494) after providing for an income tax expense of
$63,047 (2017 : $272,209).

The Corporation acquired 9 parcels of land (10 hectares) for the purposes of installing and operating a solar farm;

2



NAURU UTILITIES CORPORATION
DIRECTORS' REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2018

Unusual Transactions

Events Subsequent To Balance Date

Other Circumstances

(i)

(ii)

(iii)

For and on behalf of Nauru Utilities Corporation.

Dated this 13th day of December, 2018.

no charge on the assets of the Corporation has been given since the end of the financial year to secure the liabilities
of any other person;

As at the date of this report:

In the opinion of the directors, the results of the operations of Nauru Utilities Corporation during the financial year was not
substantially affected by any item, transaction or event of a material and unusual nature, nor has there arisen between the
end of the financial year and the date of this report any item, transaction or event of a material and unusual nature likely,
in the opinion of the management, to affect substantially the results of the operations of the Corporation in the current
financial year, other than those reflected in the financial statements.

No other matters or circumstances have arisen since the end of the financial year which significantly affected or may
significantly affect the operations of the Corporation, the results of those operations, or the state of affairs of the
Corporation in future financial years.

Subsequent to balance date, Government enacted further changes in the corporate tax rate which will be based on gross
turnover. Based on the changes, it is expected that the Corporation's new corporate rate will be 25% for the year ending
30 June 2019. Deferred tax balances included in the Statement of Financial Position as at 30 June 2018 have been
calculated on the new rate as these balances will be realised at the new rate.

no contingent liabilities have arisen since the end of the financial year for which the Corporation could become
liable; and

no contingent liabilities or other liabilities of the Corporation have become or are likely to become enforceable
within the period of twelve months after the end of the financial year which, in the opinion of the Corporation, will
or may substantially affect the ability of the corporation to meet its obligations as and when they fall due.

As at the date of this report, the directors are not aware of any circumstances that have arisen, not otherwise dealt with in
this report or the Corporation's financial statements, which would make adherence to the existing method of valuation of
assets or liabilities of the Corporation misleading or inappropriate.

..............................................
Director

3
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Pacific House
Level 7
1 Butt Street Suva Fiji
PO Box 1359 Suva Fiji

 Tel: +679 331 4166
Fax: +679 330 0612
ey.com

INDEPENDENT AUDITOR'S REPORT

To the Minister for Utilities

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Nauru Utilities Corporation (" the Corporation"), which comprise of the
statement of financial position as at 30 June 2018, the statement of comprehensive income, the statement of changes
in equity and the 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 give a true and fair view of the financial position of the
Corporation as at 30 June 2018, and of its financial performance, its changes in equity and its cash flows for the year
then ended in accordance with International Financial Reporting Standards ("IFRS").

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISA). Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of
our report.  We are independent of the Corporation in accordance with the International Ethics Standards Board for
Accountant’s Code of Ethics for Professional Accountants (IESBA Code) together with the ethical requirements that are
relevant to our audit of the financial statements in Nauru and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the IESBA Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Responsibilities of management and the Directors for the Financial Statements

Directors and Management are responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS and for such internal control as management and the Directors determine is necessary to enable
the preparation of the financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management and the Directors are responsible for assessing the Corporation’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 and the Directors either intend to liquidate the Corporation or to cease
operations, or have no realistic alternative but to do so.

The Directors and Management are responsible for overseeing the Corporation’s financial reporting process.

Auditor’s 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 auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISA will always detect a material misstatement when it exists. Misstatements can arise from fraud and 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 the financial statements.

As part of an audit in accordance with ISA, we exercise professional judgement and maintain professional skepticism
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.
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INDEPENDENT AUDITOR'S REPORT continued

Auditor’s Responsibilities for the Audit of the Financial Statements continued

- 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
Corporation’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 the Directors and 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 Corporation’s ability to continue as a going concern. If we conclude that
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 Corporation to cease to continue as a going concern.

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

We communicate with the Directors and Management 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 Directors and Management with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguards.

Report on Other Legal and Regulatory Requirements

In our opinion, the financial statements have been prepared in accordance with the requirements of the Nauru Utilities
Corporation Act 2011 in all material respects, and;

a) we have been given all information, explanations and assistance necessary for the conduct of the audit; and

b) the Corporation has kept financial records sufficient to enable the financial statements to be prepared and
audited.

Ernst & Young
Chartered Accountants

Steven Pickering
Partner
Suva, Fiji

13 December 2018



NAURU UTILITIES CORPORATION
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2018

2018 2017

Notes $ $

Electricity income 15,761,653 13,619,712
Water income 2,088,422 1,912,462
Tank farm income - 1,884
Release of deferred income 363,528 112,841
Other operating revenue 2.1 256,866 271,943
Government subsidy income 14(d) 1,700,004 5,939,266

20,170,473 21,858,108

Depreciation expense 1,961,467 1,427,509
Doubtful debts (reversal)/expense (3,897,797) 2,485,373
Employee benefits expense 2.2 4,042,563 3,351,346
Administration and operating expenses 2.3 11,677,587 5,937,911
Government subsidy expense 14(d)              1,700,004              5,939,266

15,483,824 19,141,405

Profit before income tax 4,686,649 2,716,703

Income tax expense 3 63,047 272,209

Net profit for the year 4,623,602 2,444,494

Add: Other comprehensive income - -

Total comprehensive income for the year 4,623,602 2,444,494

The accompanying notes form an integral part of this statement of comprehensive income.
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NAURU UTILITIES CORPORATION
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2018

2018 2017

$ $
Retained earnings
Opening balance 10,767,170 8,322,676
Net profit for the year ended 4,623,602 2,444,494
Closing balance 15,390,772 10,767,170

Capital contribution
Opening balance 3,541,138 3,541,138
Movement during the year - -
Closing balance 3,541,138 3,541,138

Total equity 18,931,910 14,308,308

The accompanying notes form an integral part of this statement of changes in equity.
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NAURU UTILITIES CORPORATION
STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2018

2018 2017

Notes $ $
Current assets
Cash and cash equivalents 4 391,552 829,413
Trade and other receivables 5 (a) 3,086,249 635,597
Inventories 6 1,811,884 1,065,458
Other assets 7 91,450 197,293
Total current assets 5,381,135 2,727,761

Non-current assets
Property, plant and equipment 8 31,231,326 24,487,096
Deferred tax asset 3 676,813 739,862
Total non-current assets 31,908,139 25,226,958

Total Assets 37,289,274 27,954,719

Current liabilities
Current tax payable 3 91,833 479,133
Trade and other payables 9 738,252 1,237,769
Employee entitlements 10 318,585 247,382
Total current liabilities 1,148,670 1,964,284

Non-Current liabilities
Deferred income 11 17,208,694 11,682,127
Total non-current liabilities 17,208,694 11,682,127

Total liabilities 18,357,364 13,646,411

Net assets 18,931,910 14,308,308

Equity

Contributed capital 3,541,138 3,541,138
Retained earnings 15,390,772 10,767,170

Total equity 18,931,910 14,308,308

For and on behalf of Nauru Utilities Corporation.

The accompanying notes form an integral part of this statement of financial position.

..............................................
Director
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NAURU UTILITIES CORPORATION
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2018

2018 2017
Note $ $

Cash flows from operating activities
Receipts from customers 19,651,670 14,080,775
Payments to suppliers and employees (16,886,629) (9,789,965)
Income taxes paid (387,300) (57,886)

Net cash from operating activities 2,377,741 4,232,924

Cash flows from investing activities
Payments for property, plant and equipment (2,815,602) (4,361,595)
Net cash (used in) investing activities (2,815,602) (4,361,595)

Net (decrease) in cash and cash equivalents (437,861) (128,671)

Cash and cash equivalents at the beginning of the year 829,413 958,084

Cash and cash equivalents at the end of the year 4 391,552 829,413

The accompanying notes form an integral part of this Statement of Cash Flows.
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NAURU UTILITIES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

1.1 Corporate information

1.2 Basis of preparation

(a) Statement of compliance

(b) Basis of accounting

1.3 Significant accounting judgements, estimates and assumptions

(a) Judgements

Impairment of accounts receivable

1.4 Changes in accounting policies and disclosures

(a) New and amended standards and interpretations

Application date of Application date for
Reference Summary standard the Corporation

1 January 2018 1 July 2018

The financial statements have been prepared on a historical cost basis and on the assumption of going concern. The
financial statements are presented in Australian dollars and all values are rounded to the nearest dollar, except
when otherwise indicated.

The financial statements have been prepared in accordance with the International Financial Reporting Standards
("IFRS") as issued by the International Accounting Standards Board.

The following standards, amendments and interpretations to existing standards were published and are mandatory
for the annual periods beginning on or after 1 January 2018 or later periods:

IFRS 15 Revenue
from contract with
customers

Requires revenue to be recognised on satisfaction of
the performance obligations specified under contracts

The preparation of the Corporation's financial statements requires management to make judgements, estimates and
assumptions that affect reported amounts of revenues, expenses, assets and liabilities, and the disclosure of
contingent liabilities, at the reporting date. However, uncertainty about these assumptions and estimates could
result in outcomes that could require material adjustments to the carrying amount of the asset or liability affected
in future periods.

In applying the Corporation's accounting policies, management has made the following judgements, which have the
most significant effect on the amounts recognised in the financial statements:

Impairment of accounts receivable is assessed at an individual account level as well as on a collective level. At
collective level, all debtors in the 120 days category (excluding those covered by specific impairment provisions and
those covered by collateral) are estimated to have been impaired and are accordingly provided for.

The Corporation assesses whether there are any indicators of impairment of all property, plant and equipment and
intangible assets at each reporting date. Property, plant and equipment are tested for impairment when there are
indicators that the carrying amount may not be recoverable, a reasonable provision for impairment is created. For
the year ended 30 June 2018, no additional provision for impairment has been made as the Corporation believes
that no indicators for impairment exist.

Provision for stock obsolescence

Impairment of property, plant and equipment and intangible assets

The principal activities of the Corporation during the year were that of providing electricity and water delivery to
residential, commercial and government entities in Nauru. There were no significant changes in the nature of these
activities during the financial year.

Provision for stock obsolescence is assessed and raised on a specific basis based on a review of inventories.
Inventories considered obsolete or un-serviceable are written off in the period in which they are identified.

Nauru Utilities Corporation (“the Corporation”) is a public entity established under the Nauru Utilities Corporation
Act 2011, incorporated on 24 June 2011 and domiciled in the Republic of Nauru. Its registered office at Aiwo
District, Nauru. These financial statements were authorised for issue by the Minister for Utilities on
13 December 2018.
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NAURU UTILITIES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS (Continued)

1.4 Changes in accounting policies and disclosures continued

(a) New and amended standards and interpretations continued
Application date of Application date for

Reference Summary standard the Corporation

1 January 2018 1 July 2018

IFRS 16 Leases 1 January 2019 1 July 2019

1.5 Summary of significant accounting policies

(a) Inventories

(b) Cash and cash equivalents

(c) Comparatives

(d) Trade and other receivables

(e) Trade and other payables

(f) Property, plant and equipment

Building on freehold land 2.5%
Pumps and tanks 8 - 17%
Furniture, fittings and office equipment 10 – 33.33%

Inventories are measured at lower of cost or net realisable value. Costs incurred in bringing such products into its
present location and condition are incorporated into the inventory cost value. Net realisable value is the estimated
selling price in the ordinary course of the business, less estimated costs of completion and the estimated costs
necessary to make the sale.

Cash and cash equivalents in the statement of financial position comprise cash at banks and on hand and short term
deposits with a maturity of three months or less.

IFRS 9 Financial
instruments

Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the Corporation and the
cost of the item can be measured reliably. The carrying amount of a replaced part is de-recognized. All other
repairs and maintenance are charged to the statement of comprehensive income during the financial period in
which they are incurred.

FOR THE YEAR ENDED 30 JUNE 2018

All property, plant and equipment are shown at cost less accumulated depreciation. Costs include expenditure that
is directly attributable to acquisition of the items.

New requirements on recognition of expected credit
losses
Requires operating leases to be recognised on the
Statement of Financial Position

Where necessary, comparative figures have been re-grouped to conform with changes in presentation in
the current year. Certain amounts have been restated and appropriate disclosures have been made to clarify these
adjustments and corrections.

The Corporation is analysing the impact of the new standards on its financial reports. The impact will be included
when the standards become mandatory.

Trade receivables are recognised at original invoice amount (inclusive of any indirect taxes) less any provision for
uncollectible debts. Bad debts are written off during the period in which they become known. A specific provision is
raised for any doubtful debts.

Property, plant and equipment are depreciated on a straight-line basis over their estimated useful lives using the
following rates:

Liabilities for trade payables and other amounts are carried at cost (inclusive of indirect taxes where applicable)
which is the fair value of the consideration to be paid in the future for goods and services received whether or not
billed to the entity.
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NAURU UTILITIES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS (Continued)

1.5 Summary of significant accounting policies continued

(f) Property, plant and equipment continued

Motor vehicles 13%
Low cost assets 33%
Transformers 5%
Medium speed diesel generators 3.33%
High Speed Diesel generators 10%
Solar Power Plant panel 4%
Solar Inverters 10%

(g) Impairment of non-financial assets

(h) Leases

(i) Employee benefits

(j) Provisions

At each reporting date, the Corporation reviews the carrying amounts of its assets to determine whether there is
any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable
amount  of the  asset  is estimated  in order  to determine  the extent of the impairment loss, if any.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments  of the time value of money and the risks specific to the asset.

If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. An impairment loss is recognized in statement of comprehensive
income immediately, unless the relevant asset is carried at fair value, in which case the impairment loss is treated
as a revaluation decrease.

The cost of sick leave is met as it emerges and, as unused annual entitlements lapse, no provision is made in the
financial statements for any unused entitlements.

FOR THE YEAR ENDED 30 JUNE 2018

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are classified as
operating leases. Operating lease payments are recognised as an expense in the Statement of Comprehensive
Income on a straight line basis over the lease term.

Provisions are recognised when the Corporation has a present obligation (legal or constructive) as a result of a past
event, it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation. Where the Corporation expects
some or all of the a provision to be reimbursed, for example under an insurance contract, the reimbursement is
recognised as a separate asset but only when the reimbursement is virtually certain.

Provision is made for the Corporation’s liability to employees for annual and special leave on the basis of statutory
or contractual requirements.

Finance leases, which transfer to the Corporation substantially all the risks and benefits incidental to the ownership
of the leased item, are capitalised at the inception of the lease at the fair value of the leased property or, if lower, at
the present value of the minimum lease payments. Capitalised leased assets are depreciated over the period the
benefit is expected to be realised from their use.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but only to the extent that the increased carrying amount does not exceed the
carrying amount that would have been determined had no impairment loss been recognized for the asset in prior
years. A reversal of an impairment loss is recognized immediately in the statement of comprehensive income,
unless the relevant asset is carried at fair value, in which case the reversal of the impairment loss is treated as a
revaluation increase.

Gains and losses on disposal of property, plant and equipment are taken into account in determining the results for
the year. Capital work in progress is not depreciated. If there is an indication that there has been a significant
change in the depreciation rate, useful life or residual value of an asset, the depreciation of that asset is revised
prospectively to reflect the new expectations.
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NAURU UTILITIES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2018

1.5 Summary of significant accounting policies continued

(j) Provisions continued

(k) Revenue recognition

(l) Income tax

2018 2017
2 Operating revenue and expenses $ $

2.1 Other operating revenue

Inventory sales 230,846 213,378
Labour and equipment rental 26,020 58,565

256,866 271,943

Revenue is recognised when the significant risks and rewards of ownership have passed to the buyer and can be
reliably measured and collectability of the related receivables is reasonably assured. Risk and rewards are
considered to have passed to buyers when goods and services are delivered to customers.

Tax-effect accounting is applied whereby income tax expense in the statement of comprehensive income is matched
with the accounting profit after allowing for permanent differences. To the extent timing differences occur between
the time items are recognised in the accounts and till when items are taken into account in determining taxable
income, the net related taxation benefit or liability, calculated at current rates, is disclosed as a future income tax
benefit or provision for deferred income tax. The future income tax benefit relating to tax losses and timing
differences is not carried forward as an asset unless the benefit is virtually certain of being realised.

The expenses relating to any provision is presented in profit or loss net of any reimbursement. If the effect of the
time value of money is material, provisions are discounted using a current pre-tax rate that reflects, where
appropriate, the risks specific to that liability.

Sale of electricity and water is recognised at point of sale. Allowance is not made for the amount of prepaid
revenue received as no refund would be issued if the goods and services were not consumed.

Donor funding consist of fuel subsidy received from the Government of the Republic of Nauru and grants received
from international agencies and foreign government donors.

Income tax expense represents the sum of the tax currently payable and deferred tax. The tax currently payable is
based on taxable profit for the year.

Deferred tax is recognised on differences between the carrying amounts of assets and liabilities in the financial
statements and their corresponding tax bases (known as temporary differences). Deferred tax liabilities are
recognised for all temporary differences that are expected to increase taxable profit in the future. Deferred tax
assets are recognised for all temporary differences that are expected to reduce taxable profit in the future, and any
unused tax losses or unused tax credits. Deferred tax assets are measured at the highest amount that, on the basis
of current or estimated future taxable profit, is more likely than not to be recovered.

The net carrying amount of deferred tax assets is reviewed in each reporting date and is adjusted to reflect the
current assessment of future taxable profits. Any adjustments are recognised in the statement of comprehensive
income.

Deferred tax is calculated at the tax rates that are expected to apply to the taxable profit (tax loss) of the periods in
which it expects the deferred tax asset to be realised or the deferred tax liability to be settled, on the basis of tax
rates that have been enacted or substantively enacted by the end of the reporting period.
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NAURU UTILITIES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS (Continued)

FOR THE YEAR ENDED 30 JUNE 2018

2018 2017

2.2 Employee benefits expense $ $

Salaries and wages 2,206,036 1,601,633
Training costs 348,057 256,714
Expatriate salaries and accommodation costs 1,040,727 1,104,639
Other employee costs 447,743 388,360

4,042,563 3,351,346

2.3 Administration and operating expense $ $

Repairs and maintenance 1,969,940 1,360,162
Freight 267,495 438,257
Motor vehicle rental and fuel 482,627 653,205
Land lease rental 1,015,666 253,543
Fuel and oil for energy production 6,342,341 1,565,028
Other administration costs 1,599,518 1,667,716

11,677,587 5,937,911

3 Income tax

$ $
Operating profit before income tax 4,686,649 2,716,703

Prima facie tax expense/(benefit) thereon at 20% (2017: 10%) 937,330 271,670
Tax effect of non-deductible items 960 539
Effect of change in tax rate (1,115,719) -
Tax effect of adjustment of temporary differences 240,476

Income tax expense attributable to operating profit 63,047 272,209

Deferred income tax assets at 30 June relates to the following:
Doubtful debts 813,353 715,124
Employee entitlements 79,646 24,738
Accelerated depreciation (245,834) -
Tax losses 29,648 -

Deferred Tax Asset (net) 676,813 739,862

Current tax payable is comprised of:
Provision attributable to current year - 479,133
Underprovision/(over) in prior year 314,429 -
Provision attributable to future years (222,596) -

Current Tax Payable (net) 91,833 479,133

4 Cash and cash equivalents $ $

Cash at bank 391,637 828,263
Petty cash (85) 1,150

391,552 829,413

5 Trade and other receivables $ $

a) Trade and other receivables 6,327,040 7,765,927
Less: allowance for doubtful debts (b) (3,253,413) (7,151,210)

3,073,627 614,717
Salaries paid in advance 12,622 20,880
Total trade and other receivables, net 3,086,249 635,597

The prima facie tax expense on the operating profit differs from the income tax provided in the accounts and is
reconciled as follows:

Cash and cash equivalents consist of cash on hand and at banks. Cash and cash equivalents included in the
statement of cash flows and the statement of financial position, comprise the following:
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NAURU UTILITIES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2018

2018 2017
5 Trade and other receivables  continued $ $

b) Allowance for Doubtful Debts
Opening balance 7,151,210 4,665,838
Net charge/(reversals) for the current year:

Meneng hotel (2,151,695) 877,259
RON Government departments (1,457,864) 1,534,659
Other trade debtors (288,238) 73,454

Closing balance 3,253,413 7,151,210

Current (0 - 30 days) 398,498 241,248
30 - 60 days 190,158 247,782
60+ days 5,738,384 7,276,897

6,327,040 7,765,927

6 Inventories $ $
Consumables 1,181,430 870,383
Fuel stock 384,461 112,534
Oil stock 119,366 82,541
Goods in transit 126,627 -

1,811,884 1,065,458

7 Other assets $ $

Prepayments 9,800 115,643
Deposits 81,650 81,650
Total other assets 91,450 197,293

8 Property plant and equipment $ $

Buildings
Cost:
At July              3,175,190              1,193,532
Additions              1,327,170              1,981,658
At 30 June              4,502,360              3,175,190
Depreciation and impairment:
At 1 July                (430,300)                (373,381)
Depreciation charge for the year                  (97,459)                  (56,919)
At 30 June                (527,759)                (430,300)
Net book value              3,974,601              2,744,890

Plant and equipment
Cost:
At July           13,287,680              9,544,407
Additions           15,532,357              3,743,273
Disposals                     (3,000)                              -
At 30 June           28,817,037           13,287,680

Depreciation and impairment:
At 1 July            (4,507,555)            (3,318,326)
Depreciation charge for the year            (1,466,850)            (1,189,229)
Disposal                          600                              -
At 30 June            (5,973,805)            (4,507,555)
Net book value           22,843,232              8,780,125

At balance date, the ageing analysis of trade receivables for the Corporation, including the impaired accounts are as
follows:
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NAURU UTILITIES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2018

2018 2017
8 Property plant and equipment continued $ $

Furniture and fixtures
Cost:
At July                    31,611                    31,611
Additions                      9,513                              -
At 30 June                    41,124                    31,611
Depreciation and impairment:
At 1 July                  (14,383)                  (10,297)
Depreciation charge for the year                     (4,127)                     (4,086)
At 30 June                  (18,510)                  (14,383)

Net book value                    22,614                    17,228

Office equipment
Cost:
At July                 148,588                    59,587
Additions                 636,657                    89,001
At 30 June                 785,245                 148,588
Depreciation and impairment:
At 1 July                  (65,222)                  (34,701)
Depreciation charge for the year                (120,195)                  (30,521)
At 30 June                (185,417)                  (65,222)
Net book value                 599,828                    83,366

Motor vehicles
Cost:
At July              1,954,466              1,106,960
Additions                 194,322                 847,506
At 30 June              2,148,788              1,954,466
Depreciation and impairment:
At 1 July                (899,113)                (752,359)
Depreciation charge for the year                (272,834)                (146,754)
At 30 June            (1,171,947)                (899,113)
Net book value                 976,841              1,055,353

Work in progress
Cost:
At July           11,806,134              4,519,570
Additions              1,331,105           10,900,113
Transfers          (10,323,029)            (3,613,549)
At 30 June              2,814,210           11,806,134

Net Book Value as at 30 June           31,231,326           24,487,096

Major asset acquisitions for the year included the completion of a new medium speed generator worth $9.5 million,
which was completed and commissioned in January 2018 . A second generator (11 KV) was also acquired at $5.9
million. Both capital item acquisitions were funded through grants provided by the Asian Development Bank under
the Nauru Electricity Supply Security and Sustainability Project.
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NAURU UTILITIES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2018

2018 2017

9 Trade and other payables $ $

Trade and other payables 520,552 947,227
Accrued expenses 67,152 255,945
Land lease accrual 150,548 34,597
Total trade and other payables                 738,252              1,237,769

10 Employee entitlements $ $

Opening balance 247,382 84,678
Net amount charged/(utilised) 71,203 162,704
Closing balance 318,585 247,382

As at balance date, a total of 193 employees were employed by the Corporation (2017: 157).

11 Deferred income $ $

Opening balance 11,682,127 2,208,561
Additions 5,890,094 9,586,407
Release to profit and loss (363,527) (112,841)
Closing balance 17,208,694 11,682,127

12 Commitments $ $

a) Operating lease commitments contracted for land lease.
Future operating lease rentals not provided for in the financial statements:

Within one year 1,700,138 782,711
Later than one year but no later than two years 1,700,138 782,711
Later than two years but no later than five years 2,859,812 797,673
Minimum lease payments 6,260,088 2,363,094

b) Operating lease commitments contracted for housing rentals for staff
Future operating lease rentals not provided for in the financial statements:

Within one year 139,447 363,866
Later than one year but no later than two years                              -                      4,274
Minimum lease payments 139,447 368,140

c) Capital commitments approved for next financial year - $7.5 million.

13 Contingent liabilities

There are no contingent liabilities as at the date of this report (2017: nil).

Deferred income consists of donor projects funded by Asian Development Bank ("ADB"), European Union ("EU"),
AusAid, MASDAR and USAID.

At balance date, the Corporation was in the process of finalising the acquisition of 12 parcels of leasehold land.
While the lease agreements have yet to be signed, the proposed lease commitments have been included in the
above disclosure.
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NAURU UTILITIES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2018

14 Related party transactions
a) Directors

Jinnie Jeremiah (Chairperson) Leonard Scotty
Joan Detenamo Quincy Cook
Tim Aingimea Liluv Itsimaera
Sinderina Adeang

b) Key management

Name Position
Abraham Simpson Chief Executive Officer
Mohammed R Ali
Sinderina Adeang Manager Human Resource

Manager Supply Chain -Study Leave effective 11 December 2017
Mesha'h Denuga Acting Manager Supply Chain ( 11 December 2017 to 28 May 2018)
John Stuart Mackay Manager Supply Chain (29 May 2018)
Verenaisi Veresi Financial Controller (Resigned 3 August 2018)
Deakin Temaki Manager ITC
Dacor Ratabwiy Manager Safety and Security
Ken Blake Power Generation Manager

$ $

595,063 595,063

c) Transactions with Republic of Nauru (RON) Government 2018 2017

The related party transactions during the year were as follows: $ $

Sales to RON Government
Electricity usage 2,793,452 2,112,456
Water delivery 740,011 617,051
Fuel sales - 1,434

             3,533,463              2,730,941

Payments to RON Government
Employee tax                    92,950                    75,629

Amounts owed by RON Government
RON Government hospitals 1,379,800              1,429,821
RON Government schools 332,553                 353,319
RON Government chief secretary 26,696                 299,370
RON Government NFMRA 73,448                    42,983
RON Government fire department 95,692                    98,055
RON Government police 78,484                    32,863
Other RON Government departments 550,186                 518,361

2,536,859              2,774,772

The directors of Nauru Utilities Corporation during the financial year were:

Key management personnel are those persons having authority and responsibility for planning, directing and
controlling the activities of the entity, directly or indirectly, including any director (whether executive or
otherwise) of the corporation.

The CEO's remuneration is paid directly by the Pacific Technical Assistance Mechanism (PACTAM), a branch of
Australian Aid. The CEO does not receive any form of remuneration from NUC and the payments by PACTAM are not
reflected in these financial statements.

Short-term employee benefits for key management (excluding CEO
remuneration)

General Manager Operations

Transactions with related parties during the year ended 30 June 2018 with approximate transaction values are
summarised as follows:

Anthony Dimapilis
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NAURU UTILITIES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2018

14 Related party transactions continued

c) Transactions with Republic of Nauru (RON) Government continued 2018 2017

Amounts owed to RON Government $ $
Employee tax 7,228 5,738
Land rental board-lease rental - -

                     7,228                      5,738

d) Fuel Subsidy
Fuel subsidy received from RON Government 1,700,004 5,939,266
Fuel subsidy utilised  during the year (1,700,004) (5,939,266)

                             -                                -

15 Financial risk management

(a) Market risk

(b) Political climate

(c) Credit risk

Notes 2018 2017
$ $

Cash and cash equivalents 391,552 829,413
Trade and other receivables 5 6,327,040 7,765,927

6,718,592 8,595,340

The Corporation establishes an allowance for impairment that represents its estimate of incurred losses in respect
of trade and other receivables. The main component of this allowance is a specific loss component that relates to
individually significant exposures.

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to credit

risk at the reporting date was:

The Corporation operates in Nauru and changes to governments and the policies they implement affect economic
situation and ultimately the revenues of the Corporation. To address this, the Corporation reviews its pricing and
product range regularly and responds to change in policies appropriately.

Credit risk is the risk of financial loss to the Corporation if a customer or counterparty to a financial instrument fails
to meet its contractual obligations, and arises principally from the Corporation's receivables from customers.

The Corporation has no significant concentrations of credit risk as its services are to the entire population of Nauru.
There are a few significant debtors which have been specifically provided for and disclosed in Note 5(b) - Meneng
Hotel, RON Government and RonPhos. Management has a credit policy in place and the exposure to credit risk is
monitored on an ongoing basis. Credit evaluations are performed on all customers requiring credit over a certain
amount. Credit levels accorded to customers are regularly reviewed to reduce the exposure to risk of bad debts.

Carrying Amount

The Corporation’s activities expose it to a variety of financial risks: market risk, credit risk and liquidity risk.

The Corporation’s overall risk management program focuses on the unpredictability of financial markets and seeks
to minimise potential adverse effects on financial performance.

Risk management is carried out by finance executives and management of controlled entities of the Corporation.
Management and finance executives identify, and evaluate financial risks in close co-operation with the
Corporation’s operating units. The Board of Directors provides direction for overall risk management covering
specific areas, such as mitigating credit risks, and investment of excess liquidity.

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity prices
will affect the Corporation's income or the value of its holdings of financial instruments. The objective of market risk
management is to manage and control market risk exposures within acceptable parameters, while optimising the
return on risk.
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15 Financial risk management continued

(d) Liquidity risk

(e) Capital risk management

2018 2017
$ $

Trade and other payables 738,252 1,237,769
Less: cash and cash equivalents (391,552) (829,413)
Net debt 346,700 408,356
Equity 18,931,910 14,308,308
Capital and net debt 19,278,610 14,716,664
Gearing ratio 2% 3%

16 Significant Events

(i)

(ii)

(iii)

(iv)

17 Subsequent Events

The Corporation's policy is to maintain a strong capital base so as to maintain investor, creditor and market
confidence and to sustain future development of the business.

The Corporation’s objectives when obtaining and managing capital are to safeguard the Corporation’s ability to
continue as a going concern and provide shareholders with a consistent level of returns and to maintain an optimal
capital structure to reduce the cost of capital.

The Corporation monitors capital on the basis of the gearing ratio. This ratio is calculated as net debt divided by
total capital. Net debt is calculated as total borrowing (including ‘current and non- current borrowing’ as shown in
the Corporation's statement of financial position) less cash and cash equivalent. Total capital is calculated as
‘equity’ as shown in the Corporation's statement of financial position plus net debt.

Liquidity risk is the risk that the Corporation will not be able to meet its financial obligations as they fall due. The
Corporation's approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient
liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring unacceptable
losses or risking damage to the Corporation's reputation.

Prudent liquidity risk management implies maintaining sufficient cash, marketable securities, and the availability of
funding through an adequate amount of committed credit facilities. Due to the dynamic nature of the underlying
business of the Corporation, management has deposits held at call.

No other matters or circumstances have arisen since the end of the financial year which significantly affected or
may significantly affect the operations of the Corporation, the results of those operations, or the state of affairs of
the Corporation in future financial years.

During the year, Government enacted an increase in corporate tax rate from 10% applied in the prior year to 20% of
business profits. The Corporation's tax balances have been calculated on the new rate applicable at balance date;

The Corporation acquired 9 parcels of land (10 hectares) for the purposes of installing and operating a solar farm.
The land and corresponding lease commitments have been included in these financial statements;

The Corporation acquired and commissioned a new medium speed generator and a new 11KV generator during the
year. The generators were acquired through the Nauru Electricity Supply Security and Sustainability Project funded
by the Asian Development Bank for a total of $15.4 million; and

During the year, the Corporation successfully negotiated payment plans with a few key debtors whose accounts
have been outstanding for some time. At balance date, the debtors have complied with payment arrangements
agreed with the Corporation. Consequently, the directors approved the reversal of part of the provision made for
doubtful debts in the prior year for these accounts. The reversals contributed to the net decrease in the total
provision for doubtful debts for the year of $3.9 million.

During the year, the following significant events occurred:

Subsequent to balance date, Government enacted further changes in the corporate tax rate which will be based on
gross turnover. Based on the changes, it is expected that the Corporation's new corporate rate will be 25% for the
year ending 30 June 2019. Deferred tax balances included in the Statement of Financial Position as at 30 June
2018 have been calculated on the new rate as these balances will be realised at the new rate.
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NAURU UTILITIES CORPORATION
DISCLAIMER ON ADDITIONAL FINANCIAL INFORMATION
FOR THE YEAR ENDED 30 JUNE 2018

Disclaimer on additional financial information

To the extent, permitted by law, Ernst & Young does not accept liability for any loss or damage which any person, other
than Nauru Utilities Corporation may suffer arising from any negligence on our part. No person should rely on the
additional financial information without having an audit or review conducted.

The additional financial information, being the attached detailed statement of comprehensive income has been compiled by
the management of Nauru Utilities Corporation.
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NAURU UTILITIES CORPORATION

DETAILED STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 JUNE 2018

2018 2017

Revenue $ $
Electricity Income
Domestic 6,378,158 5,429,184
Commercial 5,879,479 5,347,623
Industrial 609,738 625,812
Government 2,793,453 2,112,430
Other 100,825 104,663

15,761,653 13,619,712

Water Income
Domestic 611,358 501,143
Commercial 325,937 479,219
Industrial 230,122 3,540
Government 288,894 612,225
Delivery 632,111 316,335
Total water sales 2,088,422 1,912,462

Fuel Delivery Income
Government - 1,434
Delivery - 450
Total fuel income - 1,884

Government subsidy income 1,700,004 5,939,266

Add: other operating revenue 256,866 271,943
Total income 19,806,945 21,745,267

Depreciation 1,961,467 1,427,509
Doubtful debts (reversal)/expense (3,897,797) 2,485,373
Employee benefits 4,042,563 3,351,346
General and administrative expense 11,677,587 5,937,911
Government subsidy expense 1,700,004 5,939,266

15,483,824 19,141,405

Profit from operations 4,323,121 2,603,862
Release of deferred income 363,528 112,841

Net profit 4,686,649 2,716,703
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NAURU UTILITIES CORPORATION

DETAILED STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 JUNE 2018

2018 2017
$ $

General and administrative expense

Accounting and auditing fees 30,065 28,312
Annual report - 669
Annual and long service leave 70,155 182,324.00
Bank fees and charges 1,470 6,702
Board expenses 25,816 16,131
Community education and awareness 41,539 64,070
Consultants 57,506 56,820
Donations 4,800 5,405
Electricity and water 303 -
Entertainment 38,770 30,941
Equipment hire 8,880 8,795
Freight/duty/taxes paid 267,495 438,257
Land lease rental 1,015,666 253,543
Loss on sale of fixed assets 1,411 -
Miscellaneous expenses - 12,763
Motor vehicle rental and fuel 482,627 653,205
Office supplies 40,273 51,165
Fuel and oil for energy production 6,342,341 1,565,028
Rental others 13,538 6,791
Repairs and maintenance 1,969,940 1,360,162
Security 784,951 724,311
Specialised tools 20,872 90,342
Sponsorship 51,535 -
Stock write-off - 19,200.00
Subscriptions 19,503 15,457
Telephone, fax and internet 227,155 146,909
Travel- business 139,506 170,211
Uniforms and safety gears 21,470 30,398

Total administration and operating expenses 11,677,587 5,937,911
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Energy Sales & Production

Fuel, Oil & Water Used for Power Generation

Graph	5:	Energy	Usage	for	2017	&	2018

Note 2018 kWh 2017 kWh

Residential Energy Sales A 13,621,118 12,730,721
Commercial Sales A    9,050,199   8,993,010
Industrial Sales A       962,557      673,700
Government sales    3,717,647   2,525,363
Total Energy Sales 27,351,521 24,922,794

Total Non-Revenue Energy B      738,305      793,446

Net Diesel Energy delivered to the Grid C 34,636,410 33,327,970
Net Solar Energy delivered to the Grid D   1,176,667   1,144,836
Total Energy Delivered to the Grid 35,813,077 34,472,806
Total System Loss   7,723,251   8,756,566

2018 2017
Litres Litres

Diesel Fuel Used 9,207,805 9,611,760

Lubricating Oil Used       41,131       64,236
Water Used  1,898,132  2,238,182

Indicators for Diesel Power Generation 2018 2017
kWh/Litre kWh/Litre

Specific Fuel Consumption 3.76 3.47
Specific Lubricating Oil Consumption  842  519
Specific Water Consumption  18.25  14.89
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Note A

NOTE B

NOTE C

NOTE D

Energy Sales 2018 2017
kWh kWh

Residential Prepaid lifeline 4,591,928
Residential Prepaid Regular 6,661,502
Total Residential Prepaid 11,253,430 11,018,151
Residential Post paid 2,367,688   1,258,321
Commercial Prepaid 4,501,145   4,179,284
Commercial Post paid 4,549,054   4,813,726
Industrial Prepaid 136,244      200,827
Industrial Post paid 826,313      472,873

Non-Revenue Energy 2018 2017
kWh kWh

NUC Offices 111,008 22,096
Board & Employees Top Up Benefits 320,500 404,681
NUC Houses for Expatriates 144,374 83,361
Power Station Clean Air compensation  60,200  5,400
Water Production RO Usage  28,440 10,434
Street/ Public Lighting  73,783  60,114

Diesel Energy 2018 2017
kWh kWh

Total Diesel Energy Produced 34,998,930 33,516,670

Power Station Energy Usage 362,520 188,700

Net Diesel Energy delivered to the Grid 34,636,410 33,327,970

Solar Panel Energy 2018 2017
kWh kWh

Total Grid Connected Solar Energy Produced 1,155,905 1,131,923
Total Customer Connected Solar Energy Produced    142,372   89,782
Customer Connected Solar Energy delivered to the 
Grid

      20,762 12,913

Net Solar Energy delivered to the Grid 1,176,667 1,144,836
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Water Sales & Production

Note E

NUC and the Australian Boarder Force (ABF) jointly operate the Aiwo water production site. ABF owns 
and maintains the Osmoflo 900, Avenale 800 and Avenale 480 reverse osmosis (RO) plants. NUC owns 
the Hitachi 120 RO Plants, the storage and other facilities. Each is responsible for delivering water to their 
sites.

ABF provides water to the Regional processing centers, the Refugee camps and houses rented by ABF for 
various purposes.

Note F –
 This figure is the water produced by RO Plants and does not include rainwater harvested. Some customers 
of NUC harvest rainwater off their roof.

Graph	6:	Water	Usage	for	17	&	2018

Note 2018 2017
KL KL

Residential Sales  61,447 119,159
Commercial Sales  24,375   31,974
Industrial Sales    3,348      -
Government sales  27,060   29,612
Total Water Sales 116,229 180,744

Total Non-Revenue Water     6,273      6,640
ABF Camps/ Houses E 142,199 271,847
Water Losses   39,621   20,231
Storage     2,169     2,138
Total Water Produced F 306,491 481,599
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Electricity:     Note Tariff Unit
     Category

Residential Lifeline a $ 0.2500 Per kWh
Residential a $ 0.5000 Per kWh
Commercial $ 0.7000 Per kWh
Industrial $ 0.7000 Per kWh
Government $ 0.7000 Per kWh
Feed in Tariff b $ 0.2005 Per kWh

     Other Fees
Reconnection Fee $ 15.00 Reconnection after disconnection for 

nonpayment of bill.
Meter tampering/ By pass Fine Do-
mestic

$ 1,000.00 Per meter tampered

Meter tampering/ By pass Fine Com-
mercial

$ 10,000.00 Per meter tampered.

Reconnection after tampering $ 100.00 Per meter tampered
Single Phase meter $ 120.00 Per unit
Three phase meter $ 445.00 Per unit
New Single phase pole connection $ 50.00 Per new customer installation
New Three phase pole connection $ 100.00 Per new customer connection
New connection Single phase $ 50.00 Per unit installed
New connection Three phase $ 150.00 Per unit installed

Water:
Residential $ 0.0084 Per Litre
Commercial/ Industrial $ 0.0118 Per Litre
Government $ 0.0097 Per Litre
Residential Delivery < 5,000 L $ 5.00 Per truck 
Residential Delivery > 5,000 L $ 10.00 Per truck 
Commercial Delivery $ 263.49 Per truck
Government Delivery $ 217.47
Truck Owner Delivery $ 117.25
Fresh water delivery via Pipe $ 0.0118 Per Litre
Sea Water Delivery via Pipe $ 0.0030 Per Litre

Corporate:
Cash Power After Hours Service $ 15.00 Per Top Up
Labour Hire $ 15.00 Per man hour
Cherry Picker Hire $ 90.00 Per hour
Crane Truck Hire $ 100.00 Per hour
Excavator Hire $ 90.00 Per hour
Forklift 3.5T Hire $ 60.0 Per hour
Forklift 2.5T Hire $45.00 Per hour
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Note a
Each Residential pre-paid customer is provide 200 kWh per month at the residential lifeline tariff. Energy 
in access of 200 kWh during the month is charged the residential tariff.

Note b
Feed-in tariff is applied to excess energy supplied to the grid by customers who has installed grid con-
nected roof top solar
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