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INFORMATION TO BE INCLUDED IN FORM ECSRC-OR

Financial Statements

Provide Financial Statements for the period being reported in accordance with
International Accounting Standards. The format of the financial statements should be
similar to those provided with the registration statement. Include the following:

@) Condensed Balance Sheet as of the end of the most recent financial year and just
concluded reporting period.

(b) Condensed Statement of Income for the just concluded reporting period and the
corresponding period in the previous financial year along with interim three, six
and nine months of the current financial year and corresponding period in the
previous financial year.

(©) Condensed Statement of Cash Flows for the just concluded reporting period and
the corresponding period in the previous financial year along with the interim
three, six and nine months of the current financial year and the corresponding
period in the previous financial year.

(d) By way of Notes to Condensed Financial Statements, provide explanation of
items in the financial statements and indicate any deviations from generally
accepted accounting practices.

Management's Discussion and Analysis of Financial Condition and Results of
Operation.

Discuss the reporting issuer's financial condition covering aspects such as liquidity,
capital resources, changes in financial condition and results of operations during the
reporting period. Discussions of liquidity and capital resources may be combined
whenever the two topics are interrelated. Discussion of material changes should be from
the end of the preceding financial year to the date of the most recent interim report.

The Management’s Discussion and Analysis should disclose sufficient information to
enable investors to judge:
1. The quality of earnings;
2. The likelihood that past performance is indicative of future performance; and
3. The issuer’s general financial condition and outlook.

It should disclose information over and above that which is provided in the management
accounts and should not be merely a description of the movements in the financial
statements in narrative form or an otherwise uninformative series of technical responses.
It should provide management’s perspective of the company that enables investors to
view the business from the vantage point of management.

The discussion should focus on aspects such as liquidity; capital resources; changes in
financial condition; results of operations; material trends and uncertainties and measures



taken or to be taken to address unfavourable trends; key performance indicators; and non-
financial indicators.

General Discussion and Analysis of Financial Condition

The Companyrecordeda netprofit beforetax of EC$0.83million, whereasalossof EC$0.03
million wasrealizedin the secondjuarterof lastyear.Domlec’sperformanceo dateresultedrom a
5.5%decreasén operatingexpenses;gounteredy a declinein salesrevenuamainly dueto decrease
in thefuel surchargeevenue.

Total revenuevaseC$52.18million, adecreasef EC$1.89million comparedo sameperiodin
2022. Revenudrom electricity saleswvas3.4%morethanlastyear’s,totalling EC$30.54million.
However fuel surchargegevenueadecreasetly 11.7%from EC$24.29million in 2022to EC$21.46
million atJune30.

Total unit saleswas44.57GWh, recordinggrowthof 3.1%overlastyear. Salesunitsfrom the Hotel
sectorgrewby 10.7%,Domesticby 3.8%andCommerciaby 3.2%. Howeverthelndustrialsector
declinedby 9.3%andstreetlighting by 1.3%.

OperatingexpensesotalledEC$50.21million, adecreasef EC$2.9million or 5.5%,from EC$53.1
million in 2022.The maincontributorof this resultwasfuel costs. FuelcoststotalledEC$24.69
million, decreasindpy $EC$3.39million comparedo sameperiodlastyearresultingfrom lower fuel
prices.Generatiorandgenerakostswerealsolessthansameperiodlastyearby EC$0.96million.

Liquidity and Capital Resources

Provide a narrative explanation of the following (but not limited to):

)] The reporting issuer's financial condition covering aspects such as liquidity, capital
resources, changes in financial condition and results of operations.

i) Any known trends, demands, commitments, events or uncertainties that will result
in, or that are reasonably likely to result in, the issuer's liquidity increasing or
decreasing in any material way. If a deficiency is identified, indicate the course of
action that the reporting issuer has taken or proposes to take to remedy the
deficiency.

iili)  The issuer’s internal and external sources of liquidity and any material unused
sources of liquid assets.

iv)  Provisions contained in financial guarantees or commitments, debt or lease
agreements or other arrangements that could trigger a requirement for an early
payment, additional collateral support, changes in terms, acceleration of maturity,
or the creation of an additional financial obligation such as adverse changes in the
issuer’s financial ratios, earnings, cash flows or stock price or changes in the value
of underlying, linked or indexed assets.




V) Circumstances that could impair the issuer’s ability to continue to engage in
transactions that have been integral to historical operations or are financially or
operationally essential or that could render that activity commercially
impracticable such as the inability to maintain a specified level of earnings,
earnings per share, financial ratios or collateral.

vi)  Factors specific to the issuer and its markets that the issuer expects will affect its
ability to raise short-term and long-term financing, guarantees of debt or other
commitment to third parties, and written options on non-financial assets.

vii)  The relevant maturity grouping of assets and liabilities based on the remaining
period at the balance sheet date to the contractual maturity date. Commentary
should provide information about effective periods and the way the risks
associated with different maturity and interest profiles are managed and controlled.

viii) The issuer’s material commitments for capital expenditures as of the end of the
latest fiscal period, and indicate the general purposes of such commitments and the
anticipated source of funds needed to fulfil such commitments.

iX)  Any known material trends, favorable or unfavorable, in the issuer’s capital
resources, including any expected material changes in the mix and relative cost of
capital resources, considering changes between debt, equity and any off-balance
sheet financing arrangements.

Discussion of Liquidity and Capital Resources

(a) Liquidity

Totalaccountseceivablgexcludingunbilledsales\wasat EC$10.32million whichwasmorethan
lastyearby $2.43million. Theaverageageof receivablesvas37 daysthis period,downfrom 44
dayslastyear.Governmenteceivablesccountedor 30.3%of tradereceivablesandthe major
sectorscCommercialindDomesticrepresented 1.2%and20.1%respectively.

The Companycontinuedo actionits’ debtmanagememlanto effectivelyrecoveroutstanding
receivablesThe Companyalsomonitorsits liquidity requirement®n a continuousbasisto ensuret
hassufficientcashto meetits short-termobligations.

(b) CapitalResources

To date the CompanyhadcommittedEC$9.17million for acquiringfixed assetsncludingbuilding
resiliencyinto the electricity networkandimprovereliability. Thesewerefundedfrom internally
generatedundsaswell asexternalfinancingfrom our creditfacilities. The Companycontinuego
utilize fundsdrawnfrom the CaribbearDevelopmenBankloanfacility to improvethecompany’s
resilienceto climatechange.




Off Balance Sheet Arrangements

Provide a narrative explanation of the following (but not limited to):

i) Disclosures concerning transactions, arrangements and other relationships with
unconsolidated entities or other persons that are reasonably likely to materially
affect liquidity or the availability of, or requirements for capital resources.

i) The extent of the issuer’s reliance on off-balance sheet arrangements should be
described fully and clearly where those entities provide financing, liquidity, market
or credit risk support, or expose the issuer to liability that is not reflected on the
face of the financial statements.

iii) Off-balance sheet arrangements such as their business purposes and activities, their
economic substance, the key terms and conditions of any commitments, the initial
on-going relationship with the issuer and its affiliates and the potential risk
exposures resulting from its contractual or other commitments involving the off-
balance sheet arrangements.

iv) The effects on the issuer’s business and financial condition of the entity’s
termination if it has a finite life or it is reasonably likely that the issuer’s
arrangements with the entity may be discontinued in the foreseeable future.

No Off BalanceSheetArrangementexist




Results of Operations

In discussing results of operations, issuers should highlight the company’s products and
services, facilities and future direction. There should be a discussion of operating
considerations and unusual events, which have influenced results for the reporting period.
Additionally, any trends or uncertainties that might materially affect operating results in
the future should be discussed.

Provide a narrative explanation of the following (but not limited to):

i)

Vi)

vii)

viii)

Any unusual or infrequent events or transactions or any significant economic
changes that materially affected the amount of reported income from continuing
operations and, in each case, the extent to which income was so affected.

Significant components of revenues or expenses that should, in the company's
judgment, be described in order to understand the issuer’s results of operations.

Known trends or uncertainties that have had or that the issuer reasonably expects
will have a material favorable or unfavorable impact on net sales or revenues or
income from continuing operations.

Known events that will cause a material change in the relationship between costs
and revenues (such as price increases, costs of labour or materials), and changes in
relationships should be disclosed.

The extent to which material increases in net sales or revenues are attributable to
increases in prices or to increases in the volume or amount of goods or services
being sold or to the introduction of new products or services.

Matters that will have an impact on future operations and have not had an impact in
the past.

Matters that have had an impact on reported operations and are not expected to have
an impact upon future operations

Off-balance sheet transactions, arrangements, obligations (including contingent
obligations), and other relationships that have or are reasonably likely to have a
current or future effect on the registrant’s financial condition, changes in financial
condition, revenues or expenses, results of operations, liquidity, capital
expenditures or capital resources.

Performance goals, systems and, controls.



Overview of Results of Operations

The Companycontinuego faceworld’s supplychainissueswhich haveimpactedhe price of
materialsin light of this, manychallengesvereencountein theimplementatiorof projects.

Thecurrentsalesgrowth hashinderedthe Companyfrom achievingits financialobjectivesRevenue
from electricity saleswvasmorethansameperiodin 2022by 3.1%and2.4%morethanbudget.
Thereforethe Companycontinuedo initiate variousplansto effectivelymanageboth operatingand
capitalexpenditurewvith aview to minimizethe adverseampacton the Company’srevenues.

The Companyprojectsa profit beforetax atyear-end.




3. Disclosure about Risk Factors.

Provide a discussion of the risk factors that may have an impact on the results from
operations or on the financial conditions. Avoid generalised statements. Typical risk
factors include untested products, cash flow and liquidity problems, dependence on a key
supplier or customer, management inexperience, nature of business, absence of a trading
market (specific to the securities of the reporting issuer), etc. Indicate if any risk factors
have increased or decreased in the time interval between the previous and current filing.

FinancialRisk

The Company’sactivitiesexposdt to avariety of financialrisks: marketrisk (includingforeign
exchangecashflow andinterestraterisk), liquidity, creditrisk andunderinsurancasks. The
Company’soverallrisk managememnolicy is to minimisepotentialadverseeffectsonits financial
performancendto optimiseshareholdersvaluewithin anacceptabléevel of risk.

The Company’smanagemeninderdirectionfrom the Boardof Directorscarriesout risk
managemeniThe Company’sexposureandapproacho its key risksareasfollows:

a) Marketrisk

i) Foreigncurrencyrisk

Thisis the potentialadversempacton the Company’searningsaandeconomicvaluedueto
movementsn exchangeates.

Foreignexchangeisk arisesvhenfuture commerciakransaction®r recogniseasset®r liabilities
aredenominatedhn a currencythatis notthe entity’s functionalcurrency.The Companyis exposedo
foreignexchangeisk arisingprimarily from foreign currencyborrowingsandpurchasesf plant,
equipmentandsparedrom foreignsuppliersTheexchangeateof the EasternCaribbeardollar (EC
$) andthe United Statedollar (US$) hasbeenformally peggedat EC$2.70= US$1.00sinceJuly
1976.At 30 June2023borrowingsof $42,670,80@redesignatedn United Statesdollars.

Managemenhasestablished policy requiringthe Companyto managets foreignexchangeisk
againstheir functionalcurrency.To manageheir foreignexchangeisk arisingfrom future
commerciakransactiongndrecognisedssetandliabilities, the Companyattemptgo enterinto
transactionshatarebasedargelyin United Statesdollars.

The Companyhasnot enterednto forward exchangeontractdo reduceits exposureo fluctuations
in foreigncurrencyexchangeates.

i) Cashflow andfair valueinterestraterisk
Interestraterisk is the potentialadversempacton the earningsandeconomicvalueof the Company
causedy movementsn interestrates.

The Company’snterestraterisk alsoarisesfrom long-termborrowings.Borrowingsissuedat
variableratesexposehe Companyto cashflow interestraterisk. Borrowingsissuedat fixed rates

avnneaha Camnanvtn fair vialilinintaractrataricls




4, Legal Proceedings.

A legal proceeding need only be reported in the ECSRC — OR filed for the period in which it
first became a reportable event and in subsequent interim reports in which there have been
material developments. Subsequent Form ECSRC — OR filings in the same financial year in
which a legal proceeding or a material development is reported should reference any previous
reports in that year. Where proceedings have been terminated during the period covered by the
report, provide similar information, including the date of termination and a description of the
disposition thereof with respect to the reporting issuer and its subsidiaries.

No MaterialDevelopment$or Reporting

5. Changes in Securities and Use of Proceeds.

€)) Where the rights of the holders of any class of registered securities have been
materially modified, give the title of the class of securities involved. State briefly
the general effect of such modification upon the rights of holders of such
securities.

Therehasbeenno changdn therightsof holdersof any classof securitiesssuedoy the
Company.




@ Where the use of proceeds of a security issue is different from that which is stated
in the registration statement, provide the following:

Offer opening date (provide explanation if different from date disclosed in the
registration statement)

N/A

= Offer closing date (provide explanation if different from date disclosed in the
registration statement)

N/A

= Name and address of underwriter(s)
N/A

= Amount of expenses incurred in connection with the offer N/A

= Net proceeds of the issue and a schedule of its use
N/A

= Payments to associated persons and the purpose for such payments
N/A

(©) Report any working capital restrictions and other limitations upon the payment of
dividends.

None




6. Defaults upon Senior Securities.

@) If there has been any material default in the payment of principal, interest, a
sinking or purchase fund instalment, or any other material default not satisfied
within 30 days, with respect to any indebtedness of the reporting issuer or any of
its significant subsidiaries exceeding 5 per cent of the total assets of the reporting
issuer and its consolidated subsidiaries, identify the indebtedness. Indicate the
nature of the default. In the case of default in the payment of principal, interest, or
a sinking or purchase fund instalment, state the amount of the default and the total
arrears on the date of filing this report.

No seniorsecuritiesheld

(b) If any material arrears in the payment of dividends have occurred or if there has
been any other material delinquency not satisfied within 30 days, give the title of
the class and state the amount and nature of the arrears or delinquency.

None

7. Submission of Matters to a Vote of Security Holders.

If any matter was submitted to a vote of security holders through the solicitation of
proxies or otherwise during the financial year covered by this report, furnish the
following information:

@ The date of the meeting and whether it was an annual or special meeting.

None




(b) If the meeting involved the election of directors, the name of each director elected
at the meeting and the name of each other director whose term of office as a
director continued after the meeting.

N/A

(c) A Dbrief description of each other matter voted upon at the meeting and a statement
of the number of votes cast for or against as well as the number of abstentions as
to each such matter, including a separate tabulation with respect to each nominee
for office.

N/A

(d) A description of the terms of any settlement between the registrant and any other
participant.

N/A

(e) Relevant details of any matter where a decision was taken otherwise than at a
meeting of such security holders.

N/A




Other Information.

The reporting issuer may, at its option, report under this item any information, not
previously reported in a Form ECSRC — MC report (used to report material changes),
with respect to which information is not otherwise called for by this form, provided that
the material change occurred within seven days of the due date of the Form ECSRC-OR
report. If disclosure of such information is made under this item, it need not be repeated
in a Form ECSRC — MC report which would otherwise be required to be filed with
respect to such information or in a subsequent Form ECSRC — OR report.

N/A
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1.

Financial Statements

Dominica Electricity Services Limited

UN-AUDITED BALANCE SHEET

AS AT JUNE30, 2023

(expressed in Eastern Caribbean Dollars)

Assets
Non-current assets

Property, plant and equipment

Current assets

Cash and cash equivalants
Trade and other receivables
Inventories

Corporation tax recoverable

Equity
Share capital
Retained earnings

Non-curent liablities
Borrowings
Customers' deposit
Deferred credit
Deferred tax liability

Current liabilities
Trade and other payables
Current portion of borrowings

June June December
2023 2022 2022
181,594,277 179,030,279 183,513,179
181,594,277 179,030,279 183,513,179
5,638,635 808,910 7,081,569
22,461,426 27,945,104 17,159,695
23,157,342 21,204,564 20,808,577
1,177,549 1,177,549 1,177,549
52,434,952 51,136,128 46,227,390
234,029,229 230,166,407 229,740,569
10,417,328 10,417,328 10,417,328
81,159,392 81,297,453 80,536,536
91,576,720 91,714,781 90,953,864
63,657,284 69,695,895 66,243,238
3,708,328 3,628,216 3,680,627
15,595,301 15,603,519 15,280,616
20,972,448 20,030,761 20,764,829
103,933,361 108,958,391 105,969,310
21,218,743 27,932,294 20,035,059
17,300,405 1,560,940 12,782,336
38,519,148 29,493,234 32,817,395
234,029,229 230,166,407 229,740,569




Dominica Electricity Services Limited

UN-AUDITED STATEMENT OF INCOME
FOR THE QUARTER ENDED JUNE 30, 2023
(expressed in Eastern Caribbean dollars)

Revenue
Operating Revenue

Operating Expenses

Fuel

Generation

General

Engineering and distribution

Insurance
Depreciation

Operating income

Finance and other income
Finance and other costs

Income (Loss) before taxation
Taxation

Net income/(loss) being comprehensive
income/ (loss) for the year

Basic and diluted earnings per share (cents)

June June December
2023 2022 2022
$ $ $

52,179,983 54,065,107 112,231,136
24,686,847 28,072,936 59,023,007
3,225,233 3,515,262 8,307,792
6,067,697 6,742,444 13,848,501
4,174,279 4,107,077 8,713,821
4,518,447 3,133,849 7,249,540
7,541,783 7,547,690 14,059,877
50,214,286 53,119,258 111,202,538
1,965,698 945,850 1,028,598
577,169 361,358 1,811,568
(1,712,389) (1,338,873) (2,898,681)
830,478 (31,665) (58,515)
(207,620) 7,917 (726,151)
622,859 (23,749) (784,666)
0.06 (0.00) (0.08)

DOMINICA ELECTRICITY SERVICES LIMITED

UN-AUDITED STATEMENT OF CHANGES IN SHAREHOLDER'S EQUITY

FOR THE QUARTER ENDED JUNE 30, 2023
(expressed in Eastern Caribbean Dollars)

Share capital

Ordinary shares, beginning and end of period

Retained earnings

At beginning of period

Net income for the period
Ordinary dividends (declared)
At end of period

Shareholders’ equity, end of period

June June December
2023 2022 2022

10,417,328 10,417,328 10,417,328

80,536,536 81,321,202 81,321,202 (As restated)
622,859 (23,749) (784,666)

81,159,395 81,297,453 80,536,536

91,576,723 91,714,781 90,953,864




Dominica Electricity Services Limited
UN-AUDITED STATEMENT OF CASH FLOW
FOR THE QUARTER ENDED JUNE 30, 2023

(expressed in Eastern Caribbean Dollars)

Cash flows from operating activities
Net income/(loss) before tax
Adjustments for:

Depreciation
Loss/(Gain) on foreign exchange
Loss/(Gain) on disposal of property, plant and
Provision for inventory obsolescence
Finance costs
Amortization of deferred revenue
CDB operating grants

Net change in provision for other liabilities and charges

Operating income before working capital changes
Increase in receivables and prepayments
(Increase)/decrease in inventories

Increase in accounts payable and accruals
Decrease in due to related parties

Cash generated from operations
Finance cost paid

Net cash from operating activities

Cash flows from investing activities
Purchase of property, plant and equipment
Proceeds on disposal of property, plant and equipment

Net cash used in investing activities

Cash flows from financing activities

Proceeds from borrowings

Repayment of borrowings

Payment of principal portion of lease liability
Customers' contribution

CDB grant received

Customers' deposits (net)

Net cash generated from financing activities
Net decrease in cash and cash equivalents

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

June June December
2023 2022 2022
$ $ $
830,478 (31,665) (58,515)
7,541,783 7,547,690 14,059,877
10,250 (54,655) 3,191
(1,257) (43,013) (394,812)
124,998 124,998 787,785
1,712,389 1,338,873 2,898,681
(565,663) (372,999) (1,055,312)
- - (364,635)
276,410 923,505 (838,916)
9,929,388 9,432,734 15,037,344
(5,301,730) (12,273,070) (1,487,661)
(2473,763) 1,139,604 872,804
808,281 11,332,004 5,015,398
- (5,728,906) (5,728,906)
2,962,176 3,902,365 13,709,479
(1,623,645) (1,044,633) (2,480,995)
1,338,532 2,857,732 11,228 484
(5,644,469) (7595,201) (18,618,763)
22845 84,866 465,138
(5621,624) (7510,335)  (18,153,625)
- 5,442,390 5,442,390
(756,580)  (3,036,879) (3,770,068)
- (60,370) (60,370)
880,349 693,246 1,052,656
- - 364,635
27,701 43,269 95,681
151,470 3,081,657 3,124,924
(4,131,622) (1,570,946) (3,800,217)
(1,420,362) 2,379,855 2,379,855
(5,551.984) 808.910 (1.420.362)




Notes to the Financial Statement for the Quarter ending June 30, 2023

General Information

Dominica Electricity Services Limited (the “Company”), was incorporated as a public limited liability
company on 30 April 1975 and is domiciled in the Commonwealth of Dominica. The Company operates
in a fully liberalised sector under the Electricity Supply Act of 2006. Under the Act, an Independent
Regulatory Commission (the Commission) is vested with broad regulatory oversight over all aspects of
the energy sector. The Company’s operations are regulated by the Commission. The principal activity of
the Company includes the generation, distribution and transmission of electricity.

The Company is listed on the Eastern Caribbean Stock Exchange and falls under the jurisdiction of the
Eastern Caribbean Regulatory Commission.

Dominica Power Holding Limited which was purchased by the Government of the Commonwealth of
Dominica on April 1% 2022, owns 52% of the ordinary share capital of the Company. The Dominica
Social Security owns 20% of the ordinary share capital, while 28% is held by the general public.

The registered office and principal place of business of the Company is located at 18 Castle Street,
Roseau, Commonwealth of Dominica.

Basis of preparation

The financial statements of the Company have been prepared in accordance with International Financial
Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB) and under
the historical cost convention.

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying the
Company’s accounting policies. The areas involving a higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to the Company’s financial statements are disclosed in
Note 4 of the Financial Statement as at, and for the year ended December 31, 2022.
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Total production was 51.20 GWh, 4.8% or 2.36 GWh more than same period last year.  Energy generated from diesel increased by 1.09% or 0.44 GWh and hydro production increased by 22.5% or 1.89 GWh. Diesel generation represented 79.8% of total production and hydro energy accounted for 20.1%.    Total fuel consumption was less this period by 6,301 IG.

 DOMLEC AT THE END OF SECOND QUARTER OF 2023

 Operating Highlights:                               2023                    2022
 Hydro generation (MWh)                        10,318                  8,424
 Diesel generation (MWh)                        40,840                40,398
 Purchased generation (MWh)                    7.83                    12.42
 Self-generation (MWh)                            29.97                      4.32
 Units sold (MWh)                                   44,571                  43,218             
 Fuel efficiency (kWh per IG)                   17.41                    17.27               
 System losses                                             9.3%                     8.0%



 
	Discussion of Liquidity and Capital Resources: (a) Liquidity

Total accounts receivable (excluding unbilled sales) was at EC$10.32 million which was more than last year by $2.43 million.  The average age of receivables was 37 days this period, down from 44 days last year. Government receivables accounted for 30.3% of trade receivables, and the major sectors Commercial and Domestic represented 41.2% and 20.1% respectively.   

The Company continues to action its’ debt management plan to effectively recover outstanding receivables. The Company also monitors its liquidity requirements on a continuous basis to ensure it has sufficient cash to meet its short-term obligations. 

(b) Capital Resources

To date, the Company had committed EC$9.17 million for acquiring fixed assets including building resiliency into the electricity network and improve reliability.  These were funded from internally generated funds as well as external financing from our credit facilities.  The Company continues to utilize funds drawn from the Caribbean Development Bank loan facility to improve the company’s resilience to climate change.  




	Off Balance Sheet Arrangements: No Off Balance Sheet Arrangements exist
	Overview of Results of Operations: The Company continues to face world’s supply chain issues, which have impacted the price of materials. In light of this, many challenges were encounter in the implementation of projects.

The current sales growth has hindered the Company from achieving its financial objectives. Revenue from electricity sales was more than same period in 2022 by 3.1% and 2.4% more than budget. Therefore, the Company continues to initiate various plans to effectively manage both operating and capital expenditure with a view to minimize the adverse impact on the Company’s revenues. 

The Company projects a profit before tax at year-end. 


	Disclosure About Risk Factors: Financial Risk

The Company’s activities expose it to a variety of financial risks: market risk (including foreign exchange, cash flow and interest rate risk), liquidity, credit risk and underinsurance risks. The Company’s overall risk management policy is to minimise potential adverse effects on its financial performance and to optimise shareholders’ value within an acceptable level of risk.

The Company’s management under direction from the Board of Directors carries out risk management. The Company’s exposure and approach to its key risks are as follows:  

a) Market risk
i) Foreign currency risk
This is the potential adverse impact on the Company’s earnings and economic value due to movements in exchange rates.

Foreign exchange risk arises when future commercial transactions or recognised assets or liabilities are denominated in a currency that is not the entity’s functional currency. The Company is exposed to foreign exchange risk arising primarily from foreign currency borrowings and purchases of plant, equipment and spares from foreign suppliers. The exchange rate of the Eastern Caribbean dollar (EC$) and the United States dollar (US$) has been formally pegged at EC$ 2.70 = US$ 1.00 since July 1976. At 30 June 2023 borrowings of $42,670,800 are designated in United States dollars.

Management has established a policy requiring the Company to manage its foreign exchange risk against their functional currency. To manage their foreign exchange risk arising from future commercial transactions and recognised assets and liabilities, the Company attempts to enter into transactions that are based largely in United States dollars.

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

ii) Cash flow and fair value interest rate risk
Interest rate risk is the potential adverse impact on the earnings and economic value of the Company caused by movements in interest rates. 

The Company’s interest rate risk also arises from long-term borrowings. Borrowings issued at variable rates expose the Company to cash flow interest rate risk. Borrowings issued at fixed rates expose the Company to fair value interest rate risk.

The Company’s policy is to maintain its borrowings in fixed rate instruments thereby minimising cash flow interest rate risk. At 30 June 2023, 39.6% of the Company’s borrowings were at fixed rates.
Exposure to fair value interest rate risk on its borrowings results from fluctuations in the fair value of borrowings in response to changes in market interest rates. At 30 June 2023, the Company held borrowings at both fixed and floating interest rates. The Company’s exposure to interest rates and the terms of borrowings are disclosed in Note 10 of the Financial Statements at December 31, 2022.

Management has cash flow and fair value interest risk as low at June 30, 2023.

b) Liquidity risk
Liquidity risk refers to the risk that the Company cannot adequately generate sufficient cash and cash equivalents to satisfy commitments as they become due.

The Company currently settles its financial obligations out of cash and cash equivalents. The ability to do this relies on the Company collecting its accounts receivable in a timely manner and maintaining sufficient cash and cash equivalents in excess of anticipated financial obligations. To support the cash flow position, the Company has in place a planning and budgeting process to help determine the funds required to support the Company’s normal operating and capital requirements.

Management monitors the Company’s liquidity reserves which comprise undrawn borrowing facilities to meet operational needs so that the Company does not break covenants (where applicable) on its borrowing facilities. Management monitors cash and cash equivalents, on the basis of expected cash flows and is of the view that the Company holds adequate cash and credit facilities to meet its short-term obligations. Management monitors the Company’s liquidity requirements on a continuous basis to ensure it has sufficient cash.

Management has assessed the liquidity risk as medium at June 30, 2023.

c) Credit risk
Credit risk is the inherent risk that counterparties may experience business failure or otherwise avoid their contractual obligations to the Company.

Credit risk arises from cash and cash equivalents, deposits with banks and financial institutions as well as credit exposure to customers, including outstanding receivables and committed transactions. The Company’s bank deposits and financial instruments are placed with reputable financial institutions to limit its exposure. Credit risk with respect to trade receivables is substantially reduced due to the policies implemented by management. Deposits are required from commercial customers upon application for a new service and management performs periodic credit evaluations of its general customers’ financial condition. Management does not believe significant credit risk exists at 30 June 2023. 

Management has assessed the credit risk as medium at June 30, 2023.

d) Underinsurance risk 
Prudent management requires that a Company protect its assets against catastrophe and other risks. In order to protect its customers and investors, the Company has arranged a catastrophe standby facility with a financial institution to cover the Transmission and Distribution assets. The Company has also secured a US$ 20.0 million parametric insurance to cover damages for wind storms of category 2 and above.

Management has assessed the underinsurance risk as low at June 30, 2023.

e) Impact of Geothermal Production
The decision to amend the scope of the project from 7MW to 10MW has necessitated the approval of a revised Power Purchase Agreement (PPA) between the Dominica Geothermal Development Company (DGDC) and the Dominica Electricity Services Limited. Collaboration on technical matters continue. Negotiations for a revised PPA are ongoing and are expected to conclude by the end of the third quarter. 

f) Regulatory Environment 
The Independent Regulatory Commission (IRC) and DOMLC are currently engaged in advancing the Tariff Review process. The IRC has indicated their acceptance of the Depreciation Study results as submitted by DOMLEC. DOMLEC is in the process of applying the study results data for the agreed test year of 2023. The IRC suggested the use of an alternative methodology for analysing the Load Research Data and DOMLEC reviewed and confirmed acceptance. DOMLEC submitted its Cost of Equity results to the IRC and has also resubmitted the Five Year Investment Plan. The Company is awaiting feedback from the IRC in regards to these two elements. A meeting has been scheduled for July 6, 2023 to discuss DOMLEC’S submissions and other related matters. 

g) Operating Environment
The Company continues its focus on providing a safe, reliable and stable supply of electricity to its customers. Cost management measures had to be implemented to curtail the increase in cost as a result of the supply chain issues. The Company had capacity issues during the second quarter of 2023 due to the high temperatures and low rainfall, which affected the hydro production. This resulted in the some supply management action to ensure the overall supply to customers.  There is currently sufficient generation capacity to meet the current peak of 17.6 MW. 

The T&D assets are covered by a parametric insurance for the next twenty-one (21) months. The Company continues to dialogue with Government with regard to its proposal to implement a self-insurance programme. The urgency to implement this programme has received renewed focus, due the unsustainable increases in property insurance premiums. If implemented, this will have the long-term effect of reducing the cost of coverage for the network assets. DOMLEC experienced a twenty-three percent increase in insurance premiums effective April 1.






	Legal Proceedings: No Material Developments for Reporting
	Changes in Securities and Use of Proceeds: There has been no change in the rights of holders of any class of securities issued by the Company.
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