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2. 10 Years of Operation

Connect Saint Helena Limited (the Company) was established on 1 April 2013. Over the years, the
Company’s principal activities continued to be the provision of utility services on St Helena Island, as
mandated at its formation when the St Helena Government (SHG) privatised the service.

The financial year ending 31 March 2023 marked the company’s tenth year of operation. The table
below shows a comparison of some of the performance measures in 2013 against the current:

PERFORMANCE MEASUREMENTS
2013 2023

Number of Electricity Disruptions

146 61 V

Number of Water Disruptions

4

1,582 1,010 v

Appearance of Treated Water in CSH

Network L

5.0 NTU 1.75 NTU «

Microbiological Integrity of Treated Water in
CSH Network

y

96.5% 100% V

Microbiological Integrity of Treated Water at
Consumer Meter

87% 100% « '
Time taken to perform an Electricity
Connection ,
50 days 9 days «
Time Taken to perform a Water Connection !
90 days 5 days «
Proportion of Renewable Energy supplied |
9.13% 19%
Subsidy from SHG

£1.1M £1.8M x
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3. Strategic Report
3.1 Review of the Business

The Company faced further challenges during the financial year 2022/23, particularly in its Electricity
Section due to the global energy crisis. In May and June of 2022, like the rest of the world, St Helena
experienced a significant increase in fuel prices. As a result, the cost of electricity generation and
service provision also increased significantly.

In light of this exogenous shock, the Company requested additional funding through the Fuel Risk
Sharing Arrangement with SHG. An additional £1.178 million was received and used to absorb the
significant increase in electricity generation costs, preventing it from being passed on to consumers.
The impacts of the increased costs of fuel in other service areas (e.g. for transport) were absorbed by
the Company.

The Company faced inflationary pressures due to increasing costs of raw materials and shipping, as
well as longer procurement lead times. For example, the Company has observed a 300% increase in
the cost of the basic materials needed in the water and wastewater sectors. Declining demand and
resident population, partly due to increased private PV use, impacted the Company’s finances.

The focus in 2022/23, as was the case for the previous 9 years of the Company’s operations, was on
improving service standards. There are now well-established systems and processes in place for day-
to-day operations. Despite the global and financial pressures experienced in 2022/23, the Company
continued to meet its operational targets and maintained service levels. This is discussed further
within the report.

Finally, in March 2023 the Company published its Strategic Plan 2023/24 — 2027/28. This builds upon
the improved service levels over the past 10 years and initiates an ambitious programme for further
development of the Company, focussing on the sustainability of our organisation.

Capital Works

Infrastructure development plays a significant part in improving service delivery. Capital comes from
two sources: SHG capital grants and money generated by the Company. The capital contribution for
acquired and fully completed assets during the financial year was from internal sources only. The
following table shows where capital funds were spent.

Grant Funded Company Funded Total
Asset Class () (£) (£)
Electricity infrastructure - 49,011 49,011
Motor Vehicles and Equipment - 22,000 22,000
Lands and Buildings - 125,169 125,169
Water infrastructure - 227,864 227,864
Total - 424,044 424,044

The investment in infrastructure remains a key priority for the Company. At its inception, the
Company inherited infrastructure that was near to or had exceeded its useful life. This presents a risk
to the sustainability of national critical infrastructure and the ongoing delivery of services. It is
recognised that in the absence of injections of grant or loan funding from external sources, the
Company needs to continue its slow but steady approach to deliver on infrastructure requirements.
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A total of £424k was invested towards acquiring and completing assets during the year under review.
Investments were made in the following key assets to improve service delivery:

Electricity infrastructure investment went towards the replacement of the generator at Carnarvon
Court with a big 165kVA generator. The new generator will provide an uninterruptable, standby
power supply for the Carnarvon Court and Seales Corner buildings. The investment also included
replacing two old transformers. These transformers were susceptible to loose connections, degraded
insulation, oil leaks, and excessive changes in voltage, leading to issues with power quality and cooling.

During the year one Landrover was acquired as part of the Company’s fleet. This vehicle replaced a
Landrover that had been written off following an accident. Generally, however, the current fleet is
old and has become expensive to maintain. Therefore, the acquisition of the Landrover is part of a
long-term plan to gradually replace the current fleet as most of the vehicles are now over their useful
lives.

The second lot of the Red Hill Water Depot Master Plan was completed during the year. The project
involved building a new depot for sewerage staff, providing them with a suitable work environment.
Additionally, the site will be utilised for the storage of materials and vehicles that were previously
parked outdoors, reducing exposure to weather elements. The finalisation of the move will take place
in 2023/24.

The replacement of the water distribution network in Kunjie Field, Scotland, Sunnyside, and Spring
Gut was completed during the year. The distribution network was old and had significantly
deteriorated causing leaks and bursts. Previously, part of the Kunjie Field residential area was fed
from a by-pass pipe from Pouncey’s and the remainder from the Kunjie Field tank. The newly installed
pipeline from Pouncey’s provides adequate pressure head and control in high-pressure areas through
pressure-reducing valves. The new water network, which is approximately 2.5km, provides high water
flows and further reduces unaccounted for water.

During the year, the water mains that supply properties in Barracks Square and Easy Street were
replaced, as these had become uneconomical to maintain. The upgraded networks are expected to
improve network reliability, reduce water leakages within the network and maintenance costs
associated with network failure.

The Rupert’s Sewerage Treatment Plant was not ready for use during the year, following a fault shortly
after the cold commissioning phase. Discussions took place with the contractor, AquaPlan, regarding
the replacement of equipment and then commissioning the plant. Cold and hot commissioning was
completed within the first quarter of the financial year 2023/24 and operationalisation of the plant is
now pending the activation of the SHG port infrastructure in Rupert’s.

The capital programme for the coming year again focuses on the Water Section as part of an ongoing
plan to address the issues around ageing infrastructure and improve the security of supply. Most of
the projects for the Water Section will be guided by the Unaccounted for Water Team. The capital
programme also includes electricity projects targeted at promoting the Energy Delivery Plan and the
strategic objective of reaching 80% electricity generation from renewable energy sources by 2027/28.
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Operational Efficiency

During the year, Tactical Implementation Plans (TIPs) within each section continued to form the basis
for organising planned works with monthly operational reviews performed by the Executive Directors.
The adoption of a proactive approach has helped to reduce downtime and achieve the majority of the
targets set by the Regulator.

The Electricity Section adhered to its TIPs. Planned maintenance within the Electricity Generation
Section, based on either a time or hours-run basis, was achieved. After catch-up maintenance in the
previous year, this year’s engine overhaul for generator number 2 was scheduled. In addition to the
scheduled maintenance, there were two occasions where the Power Failure Contingency Plan was
activated. The first was a result of technical difficulties at the Power Station that caused generator
synchronisation issues, resulting in an extended power outage of 8 hours. The second was the loss of
contingency due to coupling failure on the No. 1 Generator, resulting in alerts that should faults
develop with the online generator there would have been a need to institute load shedding. Robust
planning and maintenance during this period meant that load shedding was not necessary. However,
additional cost was incurred to airfreight parts to rectify the No. 1 Generator at the earliest
opportunity.

The Electricity Distribution Section progressed with its scheduled upgrades to high and low-voltage
lines. This involved replacing faulty distribution equipment and ceramic insulators with silicone
insulators further reducing unplanned interruptions. The modern silicone insulators are more durable
and less prone to failure.

The preventative maintenance process was guided by the TIP and the unaccounted for water exercise
for the Water Section. The proactive approach has resulted in the replacement of old and unreliable
networks in Kunjie Field, Scotland, Sunnyside, and Spring Gut. The network upgrades have resulted
in a 17% improvement in the network reliability from the previous year’s figure.

There was a deterioration in the Unaccounted for Water Programme yielding negative results, with
immediate results presenting a rise in the non-revenue water by around 3.46% from last year’s 45%
to the current year’s 48.46%. There were major leaks in this past financial year on the portable water
main supplying Sandy Bay, resulting in significant water losses. In addition to these water losses, the
operations teams cleaned all our supply tanks which increased the unbilled authorised consumption
by over 1%, contributing to the non-revenue water. There was also an increased discolouration in the
St. Pauls area which resulted in a series of mains flushing. The system in place allows us to diligently
account for the water losses, giving us an indication of where we are losing water.

Organisation

During the year the business continued with two Executive Directors - the Chief Executive Officer and
the Business Support Director, who also undertakes the Company Secretary duties.

The Business Support Director’s tenure was completed on 31 March 2023 and the postholder has
resumed her substantive position as Business Support Manager but will continue to perform the
Company Secretary duties. Mr Lawrence Muranganwa was appointed to the Board effective 1 April
2023 as Technical Director-Water.
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Notably at the Board level, there had not been a shareholder representative in post since February
2022 until the appointment of Mr Phil Sharman effective 1 July 2023.

At an operational level within the business, the average number of employees during the year was 74
(compared to 76 in the prior year).

There was a decrease in total employee costs from £1.349 million in 2022 to £1.255 million in 2023.
Tariff Reforms

There were no tariff changes in 2022/23. The subsidy claimed for the year was higher due to a sharp
increase in the actual cost of diesel fuel throughout the year, resulting in a call upon the Fuel Risk
Sharing Agreement with SHG.

Electricity charges have not been amended since 2016 and no longer reflect the actual costs of service
delivery. The Company had proposed a tariff restructure to move to a single unit tariff based on the
actual cost per unit. This would have removed the untargeted subsidy within the current tariff
structure and enabled SHG to divert the untargeted subsidy from Connect to a targeted utility credit
scheme for low-income households. This proposal was ultimately not approved by the Utilities
Regulatory Authority and feedback was received that the Company should focus on renewable energy
to reduce costs in the energy sector. This feedback was taken on board.

The Company commenced a programme of cost reduction and efficiency improvements in 2022/23
and work is underway towards the target within the Energy Delivery Plan of achieving 80% electricity
generation from renewables by 2027/28. However, given the current inflationary pressures, there
will be an ongoing requirement for the business to seek to recover its costs through tariffs.

Employees living with disabilities

The Company policy focuses on the person's abilities rather than their disability and advocates that
they are entitled not to be discriminated against or to be denied opportunities. This includes making
reasonable adjustments to the working environment for persons living with disabilities,
accommodating variations to working arrangements, or taking some other positive action that would
enable them to be effective in the job.

Whilst these provisions are in place, at present the Company does not have any employees who have
advised that they are living with a disability.

Research and Development

The Company continues to pursue the objective of increased electricity generation from renewable
energy sources. The Company’s Energy Delivery Plan was adopted in April 2023.

Work has already taken place under the Energy Delivery Plan. A Grid Impact Assessment was
commissioned in August 2022. The study assesses the impact of private PV systems that are
connected to the grid and will be used to ensure that the grid is safe and reliable to operate.
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Wind Energy Solutions was contracted to carry out a condition assessment of the existing wind
turbines and to recommend the next steps as well as to advise on options for a utility-scale Battery
Energy Storage System (BESS).

The Company does not plan to implement a Power System Study of the entire grid until late 2023/24
because such a study needs to be informed by the Energy Delivery Plan and Grid Impact Assessment.

The Company continued to work with SHG on the Saint Helena Climate Change and Drought Warning
Network Project funded by Darwin Plus. The project will assist with drought planning and improve
water sustainability. Once completed, the project outputs will be used to support water infrastructure
planning and the development of a new island Water Resources Management Plan.

Future Developments

The re-opening of the island in August 2022 has led to increased visitor numbers which creates the
potential for increased consumption. However, alongside this, the resident population has continued
to decline and additionally in the case of the electricity sector, the number of private PVs increased.
Consumption levels in both the electricity and water sectors were therefore lower in 2022/23
compared to the prior year. This is being closely monitored.

As discussed above, the Energy Delivery Plan aims to transform the electricity sector on St Helena.
Whilst the drive for increased use of renewable energy sources has increased following recent fuel
price increases, it is recognised that a staged approach will be required over the short-medium term.

The Company in collaboration with SHG is in the early stages of developing a Water Resources
Management Plan. This will be a long-term plan to set out how the Company, together with relevant
stakeholders, will manage water supplies on the island to meet current and future needs.

Work is continuing on a medium-term capital investment programme. Whilst some projects have
been identified under the Economic Development Investment Programme and applications for
funding made, the release of donor funding is beyond the Company’s immediate control. The
identification of funding sources and securing funding for future developments will be a priority as
work progresses on the capital programme.

8|Page Final



3.2 Operating Performance

The Utilities Regulatory Authority (the Authority) assesses the Company’s performance against the

agreed Public Utilities Development Plan which distils down to a series of measures for Reliability,

Quality and Customer Service. The Authority publishes a report annually detailing its assessment of

how well the Company has performed against these targets and our agreed Codes of Practice. The

table below shows the period 12 (full year) position.

Mar-23 WHERE DO WE | WHERE ARE
- WANT TO BE? WE NOW?
Performance Measure Benchmark Target Actual
2012/13 2022/23 2022/23
1. Reliabilit
Overall reliability of the electricity network 146 95 61
Overall reliability of the water network 1,582 1,150 1,010
2. Quality
Appearance of treated water in CSH
network Redhill (NTU)* 4-5 175 1.16
Appearance of treated water in CSH
network Hutts Gate (NTU)* 4-5 175 2.40
Appearance of treated water in CSH
network Levelwood (NTU)* 4-5 175 1.17
Appearance of treated water in CSH
network Jamestown (NTU)* 4-5 >-00 6.30
MICFObI0|OgI(.:a| integrity of treated water 96.5% 95.5% 100%
in CSH Network
Microbiological integrity of treated water 87% 95.5% 100%
at Consumer Meter
3. Customer Service
Time taken to perf(?rm Electricity 20 e 10 Days 9 e
Connection
Time taken to per.form Water 90 days = B 3 e
Connection
Total Cu§tqmer Complaints handled No Benchmark 100% 100%
within COP parameters
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The electricity network reliability targets continue to be met due to the continued network upgrades.
The main causes continued to be a combination of bad weather affecting electricity lines as well as
faults at the Power Station. Of note is that downtime increased by 3%. A significant contributor to
this was a major outage experienced at the Power Station, whereby the island was without electricity
for 8 hours due to a fault associated with the busbar sections. This extended period was significantly
outside normal parameters and arose due to exceptional circumstances.

The water network reliability is within target showing a 17% improvement from the previous year.
The improvement can be attributed to the proactive approach to network repairs and replacements
which are now guided by the work of the Unaccounted for Water Team. The water mains in Kunjie
Field, Easy Street, Scotland, Sunnyside and Spring Gut were replaced during the financial year. This
helped to improve the network reliability and reduced the number of callouts. The Unaccounted for
Water Team has been conducting water audits and pressure tests to identify problem areas within the
water network that need urgent attention.

The Company continues to experience visual quality issues with the water at Chubbs Spring, as the
water supply to the treatment works comes from natural sources and there is limited opportunity for
the water to settle before treatment - hence the high turbidity readings. The absence of a settling
tank before the feed tank makes it difficult to control the water quality at Chubbs Spring. To correct
this, there is a need to install Flocculators and a provision has been made in the 2023/24 financial year
budget. Additionally, a landslide in mid-2022 resulted in debris washing into the water system. This
was a force majeure event that temporarily resulted in the visual quality of the water supplied to
Jamestown consumers not meeting the required standard. At Hutts Gate, over 50% of our raw water
supply came from natural supplies in the Peaks via gravity, saving on pumping costs as opposed to
borehole supply. Of note is that whilst there were visual quality issues at Hutts Gate and Jamestown
for parts of the year, the Microbiology target was met with 100% of samples passing.

One of the most significant improvements made since divestment is the efficiency of the Company’s
response to people wishing to be connected to the water and electricity networks. Compared to
connection times measured in weeks/months prior to divestment, the Company has reduced its
response time to days. In 2022/23 electricity connections took nine days to complete and water
connections took an average of five days.

All customer complaints were handled by following the Code of Practice.
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3.3 Principal Risks and Uncertainties

The Directors have carried out a robust assessment of the principal risks facing the company, including
those that would threaten its business model, future performance, solvency or liquidity, and to
identify risks that could:

e Adversely impact the safety or security of the Company’s employees, customers and assets;
e  Have a material impact on the financial or operational performance of the Company;

¢ Impede achievement of the Company’s strategic objectives and financial targets; and/or

e Adversely impact the Company’s reputation or stakeholder expectations.

The table does not comprise all the risks that the Company may face, and they are not presented in
order of importance. The nature and profile of these risks are updated quarterly at Board meetings
to reflect the changing risk landscape. This year sees eleven Principal Risks being reported. There may
be additional risks that emerge in the future and management undertakes regular horizon scanning
to identify and report these to the Board. The principal risks and measures in place to manage them
are discussed as follows:

Political
What is the risk? What are we doing to manage the risk?

As a 100% government-owned entity, political | Annual engagement with the government
decisions, such as the setting of viable tariffs and | during the annual tariff review process.
changes in ordinances may affect our business

processes and operating licence. The Company continues to engage with the
government on issues that affect the provision
What does this mean for us? of utilities on the island and the renewal of the

Sub-economical tariffs affect service delivery, | OPerating Licence for a further 10 years.
especially for water, such that the Company will
not meet its objective of being self-sufficient and | In addition to the current engagement, there
therefore continue to be subsidy-dependent. will be additional quarterly briefings which are
expected to yield positive political support.
Changes in ordinances may affect the future
delivery of utilities on the island and the renewal
of the operating licence. The Company’s 10-year
Licence under the Utility Services Ordinance
2013 expired on 31 March 2023. In the absence
of a further long-term Licence, the Company
currently operates on a rolling 12-month licence.
This impacts long-term operations and going
concern considerations.

Reputational/ Customer Perception
What is the risk? What are we doing to manage the risk?
We may be unable to improve and maintain the | Prompt handling of customer queries through a
level of customer service sufficient to deliver | dedicated Business Support department.
what our customers demand.
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What does this mean for us?

We are a regulated utility company providing
essential services to our customers. We
recognise that our customers increasingly
expect more from us and demand an improved
and more consistent experience.

Failure to deliver the service that customers
expect will lead to customer dissatisfaction and
negative perception. This may damage the
Company’s reputation or result in penalties from
the Regulator and even litigation.

Customer engagement through open days with
customers visiting our Water Treatment Plants
and Power Station to appreciate and
understand our operations.

Delivery of service to meet the target set in the
Public Utilities Development Plan which distils
down to a series of measures for Reliability,
Quality and Customer Service.

Information Technology and Cyber Security

What is the risk?

What are we doing to manage the risk?

Physical damage, failure of key hardware and
software as well as inadequate protection of
computer systems and networks from
information disclosure resulting in data theft or
disruption to service provision.

What does this mean for us?

Technology failure and cyber threats cause
damage to key infrastructure assets,
interruptions to core systems or data loss
resulting in a negative impact on our reputation,
operations, regulatory compliance or finances.

A new IT Officer post has been created to
enhance the Company's IT business continuity,
resilience, and security.

The Company continue to work closely with the
government-appointed consultant on the
Cybersecurity and Data Protection Project.

All employees participated in Cyber Security
Awareness training conducted by the
government IT department.

Legislative/ Regulatory

What is the risk?

What are we doing to manage the risk?

The provision of utilities on the island is
regulated and monitored by the Utilities
Regulatory Authority. The Company also has to
adhere to various ordinances which may change
from time to time.

There is a risk that our processes may fail or that
our processes may not keep pace with changes
in ordinances, leading to a risk of non-
compliance.

What does this mean for us?

Our policies and processes must reflect current
ordinances and all relevant staff must be kept
aware of the specific requirements. Non-
compliance may result in penalties and
withdrawal of licences.

A service contract exists with Falklands Legal
Services to provide guidance and help interpret
the Company’s legal obligations in the various
ordinances.

Establish a good working relationship with the
Utilities Regulatory Authority.

Engagement with government officials,
ministers, councillors and other stakeholders to
anticipate any issues and address them at the
earliest opportunity.
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Environmental

What is the Risk?

What are we doing to manage the risk?

The Company’s operations may cause harm to
the island’s natural environment, endangered
plants and animal species, or cause pollution
resulting in non-compliance with the local
environmental ordinance.

What does this mean for us?

Our process must adhere to the current
environmental ordinance and all staff must be
kept aware of the specific requirements. Non-
compliance may result in penalties.

A compliance review of the Environmental
Protection Ordinance was conducted for
2021/22, with the review for 2022/23 currently
underway. Both reviews identify that the only
area of non-compliance relates to the sewage
outfalls to sea. These are inherited systems that
in some cases have been in place for over a
century.

The whole Company has been trained on
environmental protection and this is offered as
part of induction to new employees.

Specialist environment consultants have been
engaged to ensure that the Company adopts
environmentally friendly practices in waste and
hazardous material handling and is in
compliance with the ordinance.

Commitment to increasing renewable energy
generation through the Energy Delivery Plan,
aimed at reducing our dependence on fossil
fuels and carbon emissions.

The Company is working with SHG to secure
funding through the Economic Development
Investment Programme for projects to address
the sewerage systems (particularly the outfalls)
in Half Tree Hollow and Jamestown. A call has
been made for expressions of interest in design
feasibility for this project.

Extreme Weather/ Climate Change

What is the risk?

What are we doing to manage the risk?

We are unable to deal with the impact of
extreme and unpredictable weather events on
our assets and infrastructure and/or are unable
to successfully plan for future water resource
supply and demand due to climate change.

What does this mean for us?

Extreme weather could result in the inability to
meet customer demand, lower reservoir levels,
decrease the quality of raw water and increase
raw water abstraction costs.

Extreme weather conditions may also result in
damage to critical infrastructure such as the
electricity distribution network (extreme winds).

The Company’s Drought Management Plan
incorporates lessons learnt from the 2016 water
shortage. Our Plan is used as the basis for SHG's
Drought Major Incident Plan which was last
reviewed in March 2019.

The Company is working with the government
to develop a Water Resources Management
Strategy that aims to increase the island’s water
stock and improve drought resilience. Now the
Company will take the lead in the development
of a Water Resources Management Plan.

We are currently working with SHG on the Saint
Helena Climate Change and Drought Warning
Network project funded by Darwin Plus. The
project will assist with drought planning and
improve water sustainability.
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Managerial/Professional/Board

What is the risk?

What are we doing to manage the risk?

We may be unable to replace key staff members
or recruit for key posts due to the limited range
of skills available on the island.

What does this mean for us?

The departure of key staff will present the
Company with a recruitment problem, with staff
from overseas demanding a higher level of
remuneration.

Delays in implementing key projects or
programmes due to the lack of people with
suitable skills.

Succession plans are being considered for key

roles but, unfortunately, some positions
continue to exist without an identified
successor.

Financial

What is the risk?

What are we doing to manage the risk?

Higher Inflation and volatility of global fuel
prices may adversely impact the Company’s
finances.

What does this mean for us?

The current general increase may put a strain on
the company’s financial position. This will in
future affect liquidity.

The Company currently generates about 80% of
its electricity from fossil fuels. Increases in
global fuel prices negatively impact electricity
generation costs.

Efficiencies are being explored to minimise the
impact of the current increases in prices.

Currently, a risk-sharing arrangement for fuel is
in place with SHG which limits the risk of fuel
price volatility.

The Energy Delivery Plan has been developed
aimed at promoting the increase of renewable
energy generation to reduce the fuel price
volatility risk.

Failure of Physical Infrastructure

What is the risk?

What are we doing to manage the risk?

Failure of key infrastructure or processes may
result in the inability to provide a continuous
supply of electricity and clean water.

What does this mean for us?

The failure of key electricity and water
infrastructure will result in major disruptions to
our operations and service delivery.

Contingency plans are in place to deal with the
failure of key infrastructure and have been
integrated with the island’s resilience plans.

Inspection of key infrastructure and a well-
developed preventative and capital
maintenance programme is in place to reduce
the incidence of infrastructure failure and
improve resilience.

Offline chlorine production was commissioned
to mitigate against the possible simultaneous
failure of the automatic systems.
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Supply Chain Management

What is the risk?

What are we doing to manage the risk?

Current global supply chain challenges coupled
with  uncertainty  surrounding  shipping
arrangements affecting operational and capital
programmes.

What does this mean for us?

We may be unable to effectively deliver day-to-
day services, capital, operational or change
programmes without a sustainable, resilient,
cost-effective supply of goods, and services due
to supply chain challenges caused by shipping
delays and other global disruptions.

Improved stock and procurement management
practices are now in place to mitigate the effects
of supply chain challenges.

Buffer stock for critical components was
increased with managers working closely with
the procurement team to increase stock
holding.

Impact of Private PV Systems

What is the risk?

What are we doing to manage the risk?

The uptake of private PV systems affects the
stability of the grid and reduces electricity
consumption.

What does this mean for us?

The uptake of private PV systems causes grid
instability which may damage other grid-
connected equipment. This also impacts the
safety of those working on the grid due to
uncontrolled feedback to the grid. Furthermore,
this has reduced the consumption of electricity
threatening the viability of the Company.

Interim Guidelines for the Connection of Private
PV Systems to the Electricity Grid in St. Helena
was published.

The Grid Impact Assessment is underway, which
will determine the grid hosting capacity.

In addition to the principal risks, the Board and management are always monitoring the environment

to identify any emerging risks which may adversely affect the Company’s operations. The risk of

COVID-19 in the community was removed from the register due to minimal disruptions to business

operations after the Island entered the living with COVID-19 phase.

However, using the global

experience of COVID-19, the Board continues to monitor the impacts of infectious diseases on

business operations.
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3.4 Financial Performance
3.4.1 Highlights

The Company recorded a net loss of £294,937 compared to a loss of £632,027 recorded in the previous
year.

During the year, the Company embarked on a series of cost-cutting measures and reprioritisation of
spend. However, the global increase in fuel prices was a significant challenge to overall financial
performance. The increased cost of fuel used in electricity generation was offset by the Fuel Risk
Sharing Arrangement with SHG. However, this arrangement was not extended to other areas where
fuel is consumed (e.g. transport). Expenditure continued to be affected by supply chain challenges,
inflationary pressure and unplanned maintenance, especially for electricity generation equipment.

The key financial and other performance indicators were as follows:

2023 2022 Change
£ 3
Turnover 4,414,072 4,383,984 1%
Gross profit/(loss) (1,427,516) (389,431) 267%
Loss on ordinary activities before taxation (278,746) (574,417) -51%
Net loss after tax (294,937) (632,027) -53%
Trade debtors 378,457 366,949 3%
Cash and bank balances 1,517,291 1,966,738 -23%
Shareholders' funds 14,756,611 15,051,548 -2%
Current assets as % of current liabilities 11 14 -21%
Average number of employees 74 76 -3%

3.4.2 Turnover

Electricity

The Electricity tariff income at £3.330 million recorded a 3% growth compared to last year’s £3.244
million. However, when adjustment for unbilled electricity is excluded there was no growth in billed
electricity tariff income. The billed electricity tariff income continues to be affected by low economic
activity, the continued uptake of private PV systems, and the general decline in the island’s population,
particularly the resident population.

The lifting of travel restrictions in August 2022 has seen the re-opening of the Mantis Hotel and an
increase in tourist arrivals and activity, with a resulting increase in consumption towards the end of
the year. Whilst there is potential for growth in the tourism sector, electricity consumption has not
yet returned to pre-COVID-19 levels. The Company billed 8,826 MWh during the financial year,
representing a 1% decline from 8,888 MWh in the previous year. The electricity consumption during
the year was below the budgeted units and was the lowest since divestment. Consumption for the
past five years is shown by the following graph:
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MWh billed

2019 2020 2021 2022 2023

Water

The total unit tariff income at £574,925 was 4% below the £597,019 recorded last year. Consumption
during the year was affected by low economic activity and inflationary pressure. Furthermore, the
increased rainfall impacted consumption as more consumers collected rainwater for other uses such
as washing cars and watering gardens. The impact of the inflation pressure without a corresponding
increase in disposable incomes resulted in consumers cutting down on their consumption of utilities
in general, further affecting revenue. A third water tariff band for ‘units over 25’ consumed each
quarter, remained in place as part of effective demand management interventions to encourage water
saving. Water units billed this year decreased by 5% to 227,297m? in comparison to 239,818m? billed
last year. The water consumption is depicted in the graph below:

m3 billed

264,823

-
- -
- s

< 239,818

237,540

4

-
—"’
-

226,792 227,297

2019 2020 2021 2022 2023

17 |Page Final



3.4.3 Cost of Sales

The total cost of sales increased by 22% to £5.842 million in comparison to £4.773 million recorded

last year, mainly due to adverse fuel prices for electricity generation.

Electricity generation fuel

expenditure, which remains the key efficiency target, was 80% adverse at £2.890 million, compared
to £1.605 million last year, due to a sharp increase in fuel prices and unfavourable renewable yields.

Maintenance costs decreased by 22% to £0.904 million from £1.152 million, as most of the catch-up
maintenance was completed in the prior year. During the year, the focus was on planned maintenance
although extra maintenance costs were incurred towards rectifying faults at the Power Station.

2023 2022
£ 3
Electricity Generation Fuel 2,889,797 1,605,079
Maintenance, Materials and Parts 904,207 1,151,887
Depreciation 1,061,692 1,031,033
Contracted out services 160,177 79,608
Employees 825,715 905,808
5,841,588 4,773,415
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3.5 Divisional Performance

The Company’s performance by segment is shown by the following segmental report:

Electricity Water Sewage LLEIEL Corporate Consolidated
Charges
£ £ £ £ £ £

Unit Charges tariff 3,464,324 580,472 - (139,871) - 3,904,925
Service charges 16,657 186,846 119,839 (2,1230) - 321,212
Other service income 106,609 19,593 54,543 - 7,190 187,935
Turnover 3,587,590 786,911 174,382  (142,001) 7,190 4,414,072
Cost of sales (4,570,677) (1,302,948) (109,964) 142,001 = (5,841,588)
Gross profit (983,087) (516,037) 64,418 - 7,190 (1,427,516)
Administrative expenses (555,593) (433,032)  (42,079) - = (1,030,704)
Gain on disposal of assets = - - - 100 100
Revenue grant-Subsidy 1,177,756 652,000 - - s 1,829,756
Amortized grants 139,021 208,984 - = - 348,005
Operating (Loss)/Profit (221,903) (88,085) 22,339 - 7,290 (280,359)
Revaluation loss - - - - - -
Interest receivable = - - - 4,685 4,685
Finance costs = - s - (3,072) (3,072)
Net (Loss)/Profit Before Tax (221,903) (88,085) 22,339 o 8,903 (278,746)

Electricity

The electricity segment made a loss of £221,903 after amortised grants and subsidies. The loss is a
result of a continued decline in electricity tariff income due to a declining consumer base, and low
economic activity, coupled with increasing running costs. During the year there was a sharp increase
in fuel prices, with prices increasing by 73% on average. However, the fuel price increase was covered
by the fuel risk share element, with subsidy increasing by £1.178 million, which is equivalent to 13p
per billed kWh.

The average tariff per kWh billed of £0.39 was adverse when compared to the average cost per billed
kWh of £0.58. The analysis of the £0.58 is shown below:

19| Page Final



11%
Electricity Costs 1%

13%

57%

,' 3%

1% 2%
o

Maintenance Employee Costs
Contracts Stationery, Legal, Publicity, etc.
Depreciation Charges Telephones, Insurance, Provisions and Internet
Utility and Premises Power Station Diesel
Water

Water continues to make a loss; the loss before grants and subsidies for water was £0.949 million.
This was 1% above the previous year’s loss of £0.941 million, mainly due to the reduction in
consumption and increase in price of raw materials, without a corresponding increase in tariffs.

During the financial year, the average cost to collect, treat, distribute and bill a cubic meter of water
was £7.63 based on units billed for the year. This is more than double the £3.34 average tariff per
cubic metre billed and shows that we have to continue being resolute in aligning the tariff to costs
while doing all possible to reduce costs.

In comparison to the prior year, the cost per cubic metre increased by 6% or £0.41 from the £7.22
recorded in the prior year to the £7.63 for the financial year under review. This is mainly due to an
increase in most raw materials, especially PVC pipes. PVC pipes are a petrochemical product and the
global increase in fuel prices in the financial year resulted in increases of 300% in some cases. The
breakdown of the £7.63 is shown in the following graph:
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Sewerage

The sewerage operation made a profit of £22,339 as the service charges of £174,382 were able to
cover the costs of providing the service, which was £152,043. This is in line with the Company’s
strategy to make the service profitable.

The sewerage division benefits from low and routine overheads which are easy to manage. The major
cost is employee costs, accounting for 37% of total costs. The chart below shows an analysis of the
cost to provide the service.

6% 6% 2%

Sewerage Costs \

17% /

Maintenance Employee Costs

Contracts Stationery, Legal, Publicity, etc.

Depreciation Charges Telephones, Insurance, Provisions & Internet
Utility & Premises Costs
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4. Financial Position

The financial position remained strong, with the Company in a position to settle its liabilities
comfortably without impacting service delivery. Current assets increased by £302k to £6.448 million,
in comparison to the previous year’s £6.146 million. The current ratio or the number of times the
current assets cover current liabilities remains healthy at 11 times. However, the declining revenues,
stagnant tariffs and increasing cost of critical materials continue to be a threat to the Company’s
financial position.

Liquidity declined by £450k to £1.517 million from the previous year’s £1.967 million.

Trade debtors increased by £11,508 to close the year at £378,457 compared to the previous year’s
£366,949, as most debtors delayed payment of their bills due to economic hardships. Cash collections
declined by 2% to £ 4.403 million compared to £4.515 million collected in the prior year.

DEBTORS AND INCOME COLLECTION 2023 2022

£000 £000
Opening Debtors Balance 367 498
Turnover 4,414 4,384
Total Turnover and Debtors for Collection 4,781 4,882
Closing Debtors 378 367
Collected Cash 4,403 4,515
Collected Cash as a percentage of total Turnover & Debtors = 92% 92%
Collection Efficiency Ratio 96% 96%

The overdue debtors have increased from the previous year’s 51% to 57%.

2023 TRADE DEBTORS 2022 TRADE DEBTORS
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Stock

Efforts to reduce and minimise inventory holdings continued to be hampered by supply chain
challenges. To a lesser extent, some of this remains from the impact of COVID-19, although the
majority of critical suppliers have returned to normal service. An accompanying factor has been the
uncertainty around the shipping service to St Helena. An arrangement with an interim shipping
provider was agreed upon in December 2022. Alongside this, a tender process commenced shortly
after for a substantive shipping service provider.

A long-term schedule is needed to provide certainty around delivery. Until such time that this is in
place, the Company continues to maintain stocks necessary for critical maintenance and repairs to
ensure continuous service delivery.

Dividend

Directors are not recommending any dividend in light of the need to build up cash resources in line
with the asset replacement strategy.

Events since the Balance Sheet Date

The Board of Directors are not aware of any subsequent matters that could be of material importance
to Connect Saint Helena Limited’s financial position.

Going Concern

The Company’s business activities, together with the factors likely to affect its future development, its
financial position, financial risk management objectives, and its exposures to price, credit, and
exchange risk are described in the strategic report on pages 3 to 24. Despite the declining revenues,
the Company has considerable financial resources and the Fibre Optic cable landing project is
projected to attract new customers and result in increased consumption and revenue. As a
consequence, the directors believe that the Company is well-placed to manage its business risks
successfully despite the risks highlighted in the strategic report. After making enquiries, the directors
have a reasonable expectation that the Company has adequate resources to continue in operational
existence for the foreseeable future. Accordingly, they continue to adopt the going concern basis in
preparing the annual report and accounts.

Disclosure of Information to the Auditors

So far as each person who was a director at the date of approving this report is aware, there is no
relevant audit information, being information needed by the auditor in connection with preparing its
report, of which the auditor is unaware. Having made enquiries of fellow directors and the group’s
auditor, each director has taken all the steps that he/she is obliged to take as a director to make
himself/herself aware of any relevant audit information and to establish that the auditor is aware of
that information.
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Directors’ Liability Insurance

During the year and at the time of this report, the Company had in place a directors' liability insurance
policy against possible damages, legal fees, and other civil costs and expenses in the event of a breach
of duty, breach of trust, neglect, error, omission, misstatement, misleading statement, or other act
committed or attempted individually or otherwise, solely in their status as a director, secretary or
officer in the course of their duties for the Company.

Appointment of the Auditors

In accordance with s.137 of the Companies Ordinance 2004, a resolution is to be proposed at the
Annual General Meeting for the reappointment of Azets as auditor of the Company.

By order of the Board

NSl

Nicole Shamier
Chair, Board of Directors
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5. Directors’ Responsibility Statement

The directors are responsible for preparing the annual report and the financial statements in
accordance with applicable law and regulations.

The Companies Ordinance 2004 requires the directors to prepare the financial statements for each
financial year. Under that Ordinance, the directors are required to prepare financial statements in
accordance with Financial Reporting Standard 102 (FRS 102). Under company law, the directors must
not approve the accounts unless they are satisfied that they give a true and fair view of the Company's
financial position and the profit or loss of the Company for that period.

In preparing the Company's financial statements, the directors are required to:

i) select suitable accounting policies and apply them consistently,

ii) make judgements and accounting estimates that are reasonable and prudent,

iii) state whether applicable Financial Reporting Standards have been followed subject to any
material departures disclosed and explained in the financial statements, and

iv) prepare the financial statements on the going concern basis unless it is inappropriate to
presume that the Company will continue in business.

In preparing these financial statements, Financial Reporting Standard 102 (FRS 102) requires that the
directors:

i) properly select and apply accounting policies,

ii) present information, including accounting policies, in a manner that provides relevant,
reliable, comparable and understandable information,

iii) provide additional disclosures when compliance with specific requirements in FRS 102 are
insufficient to enable users to understand the impact of particular transactions, other
events and conditions on the entity's financial position and financial performance, and

iv) assess the company's ability to continue as a going concern.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Company's transactions and disclose with reasonable accuracy at any time the financial
position of the Company and enable them to ensure that the financial statements comply with the
Companies Ordinance. They are also responsible for safeguarding the assets of the Company and
hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

The directors are responsible for the maintenance and integrity of the corporate and financial
information included on the Company's website. Legislation on St Helena Island governing the
preparation and dissemination of financial statements may differ from legislation in other
jurisdictions.
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We confirm that to the best of our knowledge:

- the financial statements, prepared in accordance with the relevant financial reporting framework,
give a true and fair view of the assets, liabilities, financial position and profit or loss of the
Company; and

- the strategic report includes a fair view of the development and performance of the business and

the position of the Company together with a description of the principal risks and uncertainties
that they face.

N PN "\'-k'“'lklk"‘_
W - N gw

'\..'ll
Janet Lawrence Nicole Shamier
Chief Executive Officer Chair, Board of Directors
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6. Independent Auditor’s Report to the Shareholders of Connect Saint Helena Limited
Opinion

We have audited the financial statements of Connect Saint Helena Limited (the ‘company’) for the
year ended 31 March 2023, which comprise the Comprehensive Income Statement, the Statement of
Financial Position, the Statement of Cash Flows, the Statement of Changes in Equity and the notes to
the financial statements, including significant accounting policies. The financial reporting framework
that has been applied in their preparation is applicable law and United Kingdom Accounting Standards,
including Financial Reporting Standard 102 ‘The Financial Reporting Standard applicable in the UK and
Republic of Ireland' (United Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:

e give a true and fair view of the state of the company’s affairs as at 31 March 2023 and of its loss
for the year that ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

e have been prepared in accordance with the requirements of the Companies Ordinance 2004.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. 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 company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the directors’ use of the going concern
basis of accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to
events or conditions that, individually or collectively, may cast significant doubt on the company’s
ability to continue as a going concern for a period of at least twelve months from when the financial
statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are
described in the relevant sections of this report.

Other information

The other information comprises the information included in the annual report, other than the
financial statements and our auditor's report thereon. The directors are responsible for the other
information contained within the annual report. Our opinion on the financial statements does not
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cover the other information and, except to the extent otherwise explicitly stated in our report, we do
not express any form of assurance conclusion thereon. Our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the course of the audit, or otherwise appears
to be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether this gives rise to a material misstatement in
the financial statements themselves. If based on the work we have performed, we conclude that there
is a material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.
Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its environment obtained in the
course of the audit, we have not identified material misstatements in the strategic report or the
directors' report.

We have nothing to report in respect of the following matters in relation to which the Companies Act
2006 requires us to report to you if, in our opinion:

e adequate accounting records have not been kept, or returns adequate for our audit have not
been received from branches not visited by us; or

e the financial statements are not in agreement with the accounting records and returns; or

e certain disclosures of directors' remuneration specified by law are not made; or

e we have not received all the information and explanations we require for our audit.

Responsibilities of the directors

As explained more fully in the directors' responsibilities statement set out on page 23, the directors
are responsible for the preparation of the financial statements and for being satisfied that they give a
true and fair view, and for such internal control as the directors determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud
or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless the directors either intend to liquidate the company or
to cease operations, or have no realistic alternative but to do so.

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 ISAs (UK) will always detect a material misstatement when
it exists. Misstatements can arise from fraud or error and are considered material if, individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.
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A further description of our responsibilities is available on the FRC's website at:

www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

The extent to which the audit was considered capable of detecting irregularities including fraud.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above and on the FRC’s website, to detect
material misstatements in respect of irregularities, including fraud.

We obtain and update our understanding of the company, its activities, its control environment, and
likely future developments, including in relation to the legal and regulatory framework applicable and
how the entity is complying with that framework. Based on this understanding, we 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. This includes consideration of the risk of acts by
the company that were contrary to applicable laws and regulations, including fraud.

Our approach to identifying and assessing the risks of material misstatement in respect of
irregularities, including non-compliance with laws and regulations, was as follows:

e the engagement partner ensured that the engagement team collectively had the appropriate
competence, capabilities and skills to identify or recognise non-compliance with applicable laws
and regulations;

e we identified the laws and regulations applicable to the company through discussions with
directors and other management, and from our commercial knowledge and experience of the
construction sector;

e we focused on specific laws and regulations which we considered may have a direct material
effect on the financial statements or the operations of the company, including the Companies
Ordinance 2004, taxation legislation and data protection, anti-bribery, environmental and
health and safety legislation;

e we assessed the extent of compliance with the laws and regulations identified above through
making enquiries of management and inspecting legal correspondence; and

e identified laws and regulations were communicated within the audit team regularly and the
team remained alert to instances of non-compliance throughout the audit.

In response to the risk of irregularities and non-compliance with laws and regulations, we designed
procedures which included, but were not limited to:

e agreeing financial statement disclosures to underlying supporting documentation;
e reading the minutes of meetings of those charged with governance;

e enquiring of management as to actual and potential litigation and claims; and

e reviewing correspondence with HMRC and the company’s legal advisors.

We assessed the susceptibility of the company’s financial statements to material misstatement,
including obtaining an understanding of how fraud might occur, by:

e making enquiries of management as to where they considered there was susceptibility to fraud,
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their knowledge of actual, suspected and alleged fraud; and
e considering the internal controls in place to mitigate risks of fraud and non-compliance with
laws and regulations.

To address the risk of fraud through management bias and override of controls, we:

e performed analytical procedures to identify any unusual or unexpected relationships;

e tested journal entries to identify unusual transactions;

e assessed whether judgements and assumptions made in determining the accounting estimates
were indicative of potential bias; and

e investigated the rationale behind significant or unusual transactions.

Because of the inherent limitations of an audit, there is a risk that we will not detect all irregularities,
including those leading to a material misstatement in the financial statements or non-compliance with
regulation. This risk increases the more that compliance with a law or regulation is removed from the
events and transactions reflected in the financial statements, as we will be less likely to become aware
of instances of non-compliance. 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.

Use of our report

This report is made solely to the company's members, as a body, in accordance with the terms of our
engagement. Our audit work has been undertaken so that we might state to the company's members,
as a body, those matters we are required to state to them in an auditor's report and for no other
purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone
other than the company and the company's members, as a body, for our audit work, for this report,
or for the opinions we have formed.

N Bt

Nick Bennett, Senior Statutory Auditor

For and on behalf of Azets Audit Services, Statutory Auditor
Exchange Place

Semple Street

Edinburgh

EH3 8BL

Date: 20 December 2023
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Connect Saint Helena Limited
7. Financial Statements for the year ended 31 March 2023

7.1 Statement of Comprehensive Income for the year ended 31 March 2023

Turnover

Cost of sales
Gross (Loss)/Profit

Administrative expenses

Gain on disposal of assets

Other Operating Income

Operating Loss

Interest receivable

Finance costs

Loss on Ordinary Activities Before Taxation
Tax charge for the year

Deferred tax movements

Loss for the financial year

2023 2022
£ £

4,414,072 4,383,984
(5,841,588)  (4,773,415)
(1,427,516)  (389,431)
(1,030,704) (983,539)
100 2,500
2,177,761 794,515
(280,359)  (575,955)
4,685 5,246
(3,072) (3,708)
(278,746)  (574,417)
(16,191) (57,610)
(294,937)  (632,027)

The notes on pages 35 to 48 form an integral part of these financial statements.
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Connect Saint Helena Limited

7.2 Statement of Financial Position as of 31 March 2023

Non-Current Assets

Assets under construction
Property, Plant and Equipment
Intangible Asset

Current Assets

Inventories

Receivables:

Amounts falling due within one year
Amounts falling due after one year
Cash and Bank Balances

Payables: amounts falling due within one year
Net current assets

Total assets less current liabilities
Non-CurrentLiabilities

Provisions for other payables and charges
Retention funds

Deferred Government Grants

Total Non-Current Liabilities

Net assets

Capital and Reserves
Share Capital

Revaluation Reserve
Accumulated Deficit

Total Shareholders Equity

31-Mar-23 31-Mar-22 Notes
£ £ _
1,692,855 1,701,236 8.
15,721,326 16,408,039 9.
7,981 15,347 9.3
17,422,162 18,124,622
2,823,995 2,648,905 10.
1,702,371 1,184,416 11.
403,859 345,731 11.
1,517,291 1,966,738
6,447,516 6,145,790
(611,581) (409,868) 12.
5,835,935 5,735,922
23,258,097 23,860,544
(808,893) (784,842) 18.
(41,414) (24,970) 12.
(7,651,179) (7,999,184) 19.
(8,501,486) (8,808,996)
14,756,611 15,051,548
14,585,598 14,585,598 22.
955,646 955,646
(784,633) (489,696)
14,756,611 15,051,548

The notes on pages 35 to 48 form an integral part of these financial statements.

These financial statements on pages 35 to 48 were approved and authorised for issue on 19 December

2023 by the Board of Directors.

Signed on behalf of the Board of Directors

Janet Lawrence-Chief Executive Officer
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Connect Saint Helena Limited
7.3 Statement of Cash Flows

Net cash flows from operating activities
Cash flows from investing activities

Acquisition and construction of non-current assets
Proceeds from disposal of non-current assets

Net cash used in investing activities
Cash flows from financing activities

Government Grants received
Ordinary Share capital issued

Net cash used in financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

The notes on pages 35 to 48 form an integral part of these financial statements.
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2023 2022 Notes
£ £
(33,884) 358,733 16.
(415,663) (661,536)
100 2,500
(415,563) (659,036)
- 96,757
96,757
(449,447) (203,546)
1,966,738 2,170,284
1,517,291 1,966,738
Final



Connect Saint Helena Limited
7.4 Statement of Changes in Equity

Share Revaluation Retained Total Notes
Capital reserve Earnings Equity
£ £ £ £
At 1 April 2021 14,585,598 955,646 142,331 15,683,575
Loss for the financial year 2022 - - (632,027) (632,027)
At 1 April 2022 14,585,598 955,646 (489,696) 15,051,548
Loss for the financial year - - (294,937)  (294,937)
At 31 March 2023 14,585,598 955,646 (784,633) 14,756,611
The notes on pages 35 to 48 form an integral part of these financial statements.
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Notes to the Financial Statements

Connect Saint Helena Limited
7.5 Notes to the Financial Statements

1. General Information
Connect Saint Helena Limited (the Company) is a private company, limited by shares, which is

incorporated on the British Overseas Territory of St Helena Island. The ultimate controlling party is
the St Helena Government (SHG). The address of its registered office and principal place of business
is Seales Corner, Jamestown, St. Helena Island, South Atlantic Ocean, STHL 1ZZ. The Company’s
principal activities are the provision of electricity, water and sewerage services on the island.

2. Accounting Policies
a) Basis of preparation and accounting policies

These financial statements have been prepared in accordance with the applicable standards
including Financial Reporting Standard 102 The Financial Reporting Standard Applicable in the UK
and the Republic of Ireland (FRS102) and the Companies Ordinance 2004. They are presented in
St Helena Pounds (SHP), the currency of St Helena that is pegged at par with the British Pound
Sterling.

These financial statements have been prepared under the historical cost convention and amounts
are rounded to the nearest pound.

Preparation of the financial statements requires directors’ significant judgements and estimates.
These policies have been consistently applied to all years presented unless otherwise stated. The
items in the financial statements where these judgments and estimates have been made include:

- Asset Valuation. These are based on historical carrying amounts and fair value. In
determining the carrying amounts of assets, management makes assumptions on the effect
of uncertain future events on the assets at the balance sheet date. The estimates and
assumptions are based on historical experience and expectations of future events and are
reviewed periodically.

- Useful lives of tangible fixed assets. These are based on management’s experience of the
lifespan of similar assets both at Connect Saint Helena Ltd and similar companies in the
utilities sector and are reconsidered each year. Due to the long life of many assets and the
uncertainty of the future, there is no guarantee that Management estimates will turn out to
be correct.

- Allowance for bad debts. These are based on management’s experience of customers’
behaviours and payment patterns over time, along with future personal and economic
factors.

b) Going concern
After reviewing the Company's forecasts and projections, the directors have a reasonable
expectation that the Company has adequate resources to continue in operational existence for
the foreseeable future. The Company, therefore, continues to adopt the going concern basis in
preparing its financial statements.
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c) Revenue

d)

e)

Revenue is measured at a fair value of the consideration received or receivable net-off trade
discounts. Electricity, water and wastewater revenue is recognised when the service is provided
and includes an estimate of unbilled consumption at the end of the year. The accrual is estimated
using a defined methodology based on historical consumption levels of the unbilled consumer
groups and average tariff.

Property, Plant and Equipment

Property, plant and equipment are stated at cost which comprises the purchase price or
construction cost, any costs directly attributable to bringing the asset into operation, less
accumulated depreciation, and accumulated impairment losses. The capitalisation threshold
used during this financial year is £5,000 or above. All items of property, plant and equipment are
disclosed on the Statement of Financial Position and depreciated over the estimated useful
economic life of the asset. Professional valuers were engaged for the year ending 31 March 2020
and on 31 May 2020 to carry out a desktop update revaluation of all buildings owned by SHG,
including buildings owned by the Company and other SHG-owned companies. Following the
valuer’s report, all buildings are carried at a revalued fair amount and their useful remaining lives
were revised.

All items of property, plant and equipment have been depreciated. Depreciation is calculated on
a ‘straight-line’ basis, based on their useful economic life and charged to the Comprehensive
Income Statement in the year. The following table shows the range of estimated economic useful
lives of each class of asset, disclosed in these financial statements:

Estimated Useful

Class of Asset Economic Life

(Years)
Infrastructure electricity 25
Infrastructure water 10-50
Lands & Buildings 40-60
Plant, machinery and equipment 10
Furniture and fittings 10-50
IT networks and equipment 5
Motor vehicles 10

An item of property, plant and equipment is derecognised upon disposal or when no future
economic benefits are expected from its use. Any gain or loss arising from the de-recognition of
the asset (calculated as the difference between the net disposal proceeds and the carrying value
of the asset), is included in the profit or loss in the year the asset is derecognised.

Revaluations

Revaluations apply to the Lands & Buildings class of assets. A desktop update revaluation was
carried out for office buildings and buildings for energy and water infrastructure in 2020. The
valuation was carried out by DM Hall.
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f)

g)

h)

i)

The frequency of valuation of assets carried at revalued amounts will be five years.

Revaluation increases are credited directly to the revaluation reserve, while revaluation
decreases are charged to the profit and loss account. However, a revaluation increase is
recognised in the profit and loss account, to the extent that it reverses decreases previously
charged to the profit and loss account for the same asset. Revaluation decreases are charged to
the revaluation reserve, to the extent that they reverse increases previously credited to the
revaluation reserve for that particular asset.

Impairment of Assets

At each reporting date, property, plant and equipment are reviewed to determine whether there
is any indication that those assets have suffered an impairment loss. If there is an indication of
possible impairment, the recoverable amount of any affected asset (or group of related assets) is
estimated and compared with its carrying amount. If the estimated recoverable amount is lower,
the carrying amount is reduced to its estimated recoverable amount, and an impairment loss is
recognised immediately in profit or loss, unless the asset is carried at a revalued amount where
the impairment loss is revaluation decrease.

Assets under Construction

Assets under construction are property, plant and equipment that are currently being constructed
and not yet available for their final intended purpose or installation of substantially incomplete
assets. Work in progress on capital projects is included in the Statement of Financial Position
within Assets under Construction at historic cost. Assets under construction are not depreciated.

These assets, once completed, are transferred to property, plant and equipment and depreciated
over their useful economic life. An impairment review is carried out to ensure assets are
transferred at the correct values.

Inventories
Inventories are stated at the lower of cost and net realisable value. Cost is calculated using the
weighted average cost method.

The Water inventory is classified as raw water (untreated) and treated water and is quantified
within the production process. Raw water quantities are determined within the abstraction
activity and related infrastructure (reservoirs) storage capacity. Treated water inventory
quantities are determined within the storage network as per related storage capacity. All direct
costs such as raw water, raw materials, direct labour and other direct costs will determine the
valuation of water throughout the production process.

Provisions

Provisions are recognised where there is a present obligation as a result of a past event, there will
probably be an outflow of economic benefits to settle this obligation and a reliable estimate of
this amount can be made.

Income Tax
The 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.
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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 profitsin 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, based on current or
estimated future taxable profit, is more likely than not to be recovered.

The net carrying amount of deferred tax assets is reviewed at each reporting date and is adjusted
to reflect the current assessment of future taxable profits. Any adjustments are recognised in
profit or loss. Deferred tax is calculated at the tax rates that are expected to apply to the taxable
profit (tax loss) of the periods in which the Company expects the deferred tax asset to be realised
or the deferred tax liability to be settled, based on tax rates that have been enacted or
substantively enacted by the end of the reporting period.

k) Trade and Other Receivables
Most sales are made based on normal credit terms, and the receivables do not bear interest.
Where credit is extended beyond normal credit terms, receivables are measured at amortised
cost using the effective interest method. At the end of each reporting period, the carrying
amounts of trade and other receivables are reviewed to determine whether there is any objective
evidence that the amounts are not recoverable. If so, the debt is recognised as a bad debt in the
Income Statement.

I) Trade and Other Payables
Trade and other payables are obligations based on normal credit terms and do not bear interest.
Trade payables denominated in a foreign currency are translated into SHP using the exchange
rate at the reporting date. Foreign exchange gains or losses are included in other income or other
expenses.

m) Government Grants
Government grants are recognised when it is reasonable to expect that the grants will be received
and that all related conditions will be met, usually on the submission of a valid claim for payment.

Government grants in respect of capital expenditure are credited to a deferred income account
and are released to profit over the expected useful lives of the relevant assets by equal annual
instalments.

Grants of a revenue nature are credited to income, to match them with the expenditure to which
they relate.

n) Basic Financial Instruments
Financial instruments are recognised where a contract gives rise to a financial asset or financial
liability to the entity. The Company records basic financial instruments, which include cash and
bank balances as well as accounts receivables and payables.

The Basic Financial Instruments are recorded at transaction cost, less repayments of the principal
amounts.
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o) Employee Benefits
The Company operates a defined contribution pension scheme for employees. The assets of the
scheme are held separately from those of the Company.

The annual contributions payable are charged to the Comprehensive Income Statement in the
period to which they relate.

p) Intangible Assets
Intangible assets acquired separately are initially measured and recognised at cost. Following
initial recognition, intangible assets are carried at cost less any accumulated amortisation and any
accumulated impairment losses. Internally generated intangible assets, excluding capitalized
development costs, are not capitalized and expenditure is charged to profit or loss in the year in
which the expenditure is incurred.

The useful lives of intangible assets are assessed as either finite or indefinite. Intangible assets
with finite lives are amortised over their useful economic lives and are assessed for impairment
whenever there is an indication that the intangible assets are impaired. The amortisation expense
and impairment losses on intangible assets are recognised in profit or loss in the period in which
they occur. The company’s intangible assets relate mainly to IT systems and software which meet
the capitalisation threshold.

3. Turnover

Turnover, analysed by category was as follows:

2023 2022

£ £
Unit Charges-Water 574,925 597,019
Unit Charges-Electricity 3,329,999 3,224,408
Service Charges 321,213 313,401
Other Service Income 187,935 249,156
4,414,072 4,383,984

4. Cost of Sales

Included in the cost of sales are all costs directly involved in the production of utility services as follows:

2023 2022
£ £

Electricity generation fuel 2,889,797 1,605,079
Maintenance, materials and parts 904,207 1,151,887
Depreciation 1,061,692 1,031,033
Contracted out services 160,177 79,608
Employees 825,715 905,808
5,841,588 4,773,415
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5. Administrative Expenses

Administrative expenses during the year included:

2023 2022
£ £

Directors and employees 429,059 443,274
Office and other administrative costs 453,807 412,742
Audit fees 26,910 28,000
Premises related costs 51,685 38,261
Depreciation 49,065 61,451
Provisions for doubtful debts 20,178 (189)
1,030,704 983,539

The average monthly number of employees during the year was made up as follows:

2023 2022

Electricity 27 28
Water 22 23
Administration 25 25
74 76

6. Key Management Compensation

Atotal of £301,656 (2022: £341,425) included in staff costs was paid to key management and directors
as compensation for their services to the Company.

7. Other Operating Income

Other Operating Income includes subsidies from the Saint Helena Government to support the
Company's revenues in light of the current subdued population-based consumer base and the cost of

service delivery.

2023 2022

£ £
Government Revenue Grants 1,829,756 446,510
Amortization of Government Grants 348,005 348,005
Total Other Income 2,177,761 794,515

8. Assets under Construction

Assets under construction include significant ongoing water, electricity and sewerage infrastructural
projects valued at a cost that will result in long-term assets, the value of which will be transferred to
tangible fixed assets and start being depreciated once they are commissioned and are available for the

intended use.
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Land Electricity Water Total
and Infrastructure and
Buildings Sewage
Infrastructure

Cost £ £ £ £
01 April 2022 67,287 11,239 1,622,710 1,701,236
Additions 34,097 23,907 286,654 344,658
Completed Assets Transferred (99,879) (23,907) (227,747) (351,533)
Charged to Income Statement (1,505) - - (1,505)
31 March 2023 - 11,239 1,681,617 1,692,856

9. Property, Plant and Equipment

Property, Plant and Equipment include significant investment in power stations, water treatment
plants, water storage assets and buildings. All assets are depreciated over their useful economic lives.

Land Equipment Electricity Water Total
and and Infrastructure and
Buildings Vehicles Sewerage
Infrastructure
Cost £ £ £ £ £
01 April 2022 2,082,779 1,552,762 18,815,926 17,040,233 39,491,700
Assets Under Construction 99,879 - 23,907 227,747 351,533
Additions 25,290 22,000 25,105 115 72,510
Disposals - (15,816) - - (15,816)
31 March 2023 2,207,948 1,558,946 18,864,938 17,268,095 39,899,927
Accumulated Depreciation
01 April 2022 103,027 1,140,970 11,628,279 10,211,385 23,083,661
Disposals - (15,816) - - (15,816)
Charge for the year 56,002 114,587 497,106 443,062 1,110,757
31 March 2023 159,029 1,239,741 12,125,385 10,654,447 24,178,602
Carrying Amounts
At 31 March 2023 2,048,919 319,205 6,739,553 6,613,648 15,721,325
At 31 March 2022 1,979,752 411,792 7,187,647 6,828,848 16,408,039
41| Page Final



Notes to the Financial Statements

9.2 Disposal and de-recognition of Property, Plant and Equipment

During the year, an old trailer was disposed and proceeds of £100 were received for the vehicle.

Land and Equipment Water Total
Buildings and Infrastructure
Vehicles
£ £ £ £

Scrapped/Disposed assets
Cost - 15,816 - 15,816
Accumulated depreciation - 15,816 - 15,816
Proceeds from disposal - 100 - 100
Recognised in Income Statement - (100) (100)
Total de-recognised and disposed assets
Cost - 15,816 - 15,816
Accumulated depreciation - 15,816 - 15,816

9.3 Intangible Assets

Intangible assets pertain to the access dimensions software upgrades. The software upgrade has an
estimated useful life of three years and on 31 March 2023 had an average remaining useful life of one
year.

Access
Dimensions
Software
Carrying Amount £
1 April 2022 22,100
Additions -
31 March 2023 22,100
Amortization
1 April 2022 6,753
For the year 7,366
14,119
Carrying Amounts
At 31 March 2023 7,981
At 1 April 2022 15,347
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10. Inventories

Inventories represent assets, held at cost, that the Company intends to use in future electricity
generation and water treatment or to replace parts worn out on infrastructural assets. The bulk of
these assets includes spares and parts, together with items such as electricity cables, poles and
fittings and water pipework and fittings held for repairs and replacements.

2023 2022
£ £
Electricity Generation Inventories 544,477 384,824
Electricity Distribution Inventories 808,607 895,072
Water Treatment, and Distribution Inventories 1,044,845 866,440
Inventories held for assets under construction 154,015 105,707
Fuel 40,933 30,061
Other Inventories 231,118 366,801
Total Inventories 2,823,995 2,648,905

11. Trade and Other Receivables

Trade and other receivables include accrued income and amounts owed by our customers for goods
delivered or services provided by the Company. These balances represent net values after expected
irrecoverable debts. Fuel duty refunds due from SHG represent duty rebates for electricity
generation diesel, refundable to the Company under Saint Helena law.

2023 2022
£ £

Trade Receivables 378,457 366,949
Accrued tariffs receivable 428,772 368,448
Fuel duty refunds due from Saint Helena Government 74,448 72,778
Other Receivables and Prepayments 947,626 482,996

1,829,303 1,291,171
Less: Provision for credit losses (126,932) (106,755)
Amounts falling due within one year 1,702,371 1,184,416
Amounts falling due after more than one year:
Deferred tax assets 348,079 345,731
Other Debtors 55,780 -
Total Receivables 2,106,230 1,530,147
Provision for credit losses
Balance at 1 April 106,754 106,943
Charged during the year 20,178 (189)
Closing balance at 31 March 129,932 106,754

43 |Page Final



Notes to the Financial Statements

12. Trade and Other Payables

Trade and other payables include accruals and are principally amounts the Company owes to suppliers.
Deferred income represents monies received from customers in advance of the delivery of goods or the
performance of services by the Company.

2023 2022
£ £

Trade Payables 479,859 250,750
Deferred Income and Other payables 92,148 82,074
Accruals 39,574 77,044
Amounts falling due within one year 611,581 409,868
Amounts falling due after more than one year:

Retention Funds 41,414 24,970
Total Payables 652,995 434,838

13. Financial Risk Management

The Company faces three main types of financial risk - credit risk exposure, foreign exchange

currency exposure and liquidity risk. Having no debt, the Company's interest rate risk is only limited

to bank interest income on bank balances which are not considered a significant risk.

a)

b)

Credit Risk
Credit risk lies in the collection of debts incurred by the Company's utilities consumers who are

billed for services consumed in arrears. This risk is managed via the Company's Credit Control
policy and a debtors report is tabled at each Board meeting as part of the key performance
indicators. The Credit Control policy guides management from initial risk assumption when a
customer's ability to pay is assessed before connection through to timeous billing, follow-ups on
outstanding balances through to disconnection and legal debt recovery procedures.

Foreign Exchange Risk
Foreign exchange risk is borne by the Company each time materials and supplies are ordered

abroad. The majority of the materials and parts used in the operations of the Company are
imported from South Africa and the United Kingdom (UK). While imports from the UK do not
present any exchange risk, those from South Africa present exchange risk. This risk is managed
through performance bonds when payments are made before delivery and through payment
terms where the supplier is exposed to the currency risk rather than the Company. Currently,
over 70% of the electricity generated by the Company is through the diesel generator-powered
Power Station. While the Company does not directly import the diesel and is therefore not
directly exposed to foreign exchange risk, this risk is however, manifested in price variability
caused by both international oil prices and the strength or weakness of sterling against the United
States dollar (S). This price risk affects the cost at which the Company produces electricity, which
cannot immediately be passed on to consumers due to regulated tariffs. To reduce the impact
this might have on the Company and the island at large, the Company has invested in renewable
energy infrastructure and will continue to do so.
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c) Liquidity Risk
The objective of the Company in managing liquidity risk is to ensure that it can meet its financial
obligations as and when they fall due. While the Company expects to meet its financial obligations
through operating cash flows, this ability is currently reliant upon government subsidies, which
the Company receives in compensation for lower than otherwise economic tariffs the Company
would have to levy to fully recover costs given the current subdued population-based
consumption.

14. Income Tax on Profit on Ordinary Activities

2023 2022
£ £

a. Tax expense included in profit or loss - -
Current Tax
Saint Helena corporate tax on profit for the year - -
Deferred Tax
Origination and reversal of timing differences 16,191 57,610
Total tax on profit on ordinary activities 16,191 57,610
b. Reconciliation of tax charge
Profit multiplied by the standard rate of Saint Helena corporate tax - -
Effects of:
Re-measurement of deferred tax-timing differences 16,191 57,610
Income tax charge for the year 16,191 57,610

15. Deferred Tax Assets and Liabilities

The following are the deferred tax liabilities and (assets) that have been recognized by the Company due
to temporary differences between the accounting net book values and the tax written-down values.

Provisions Electricity Water Vehicles Land Total
Infrastructure Infrastructure and and
Equipment Buildings
£ £ £ £ £ £
Balances at 1 April 2022 (47,577) 15,147 43,082 99,905 244,998 355,555
Net movement during the year (6,423) 29,731 16,412 (24,597) 1,068 16,191
Balances at 31 March 2023 (54,000) 44,878 59,494 75,307 246,066 371,746

The balances shown above are the net effect of deferred tax assets and liabilities disclosed in note 11 and
note 18 respectively.
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16. Cash from Operating Activities

Loss for the financial year

Reconciliation of Loss for the year to net cash flow from operating activities:

Adjustment for non-cash items in the statement of comprehensive income:

Depreciation of tangible and intangible assets
Amortization of Government Grants

Profit on Disposal of Assets

Provision for doubtful debts

Movements in deferred tax balances

Cash generated from Operations before working capital changes
Working Capital Changes:

Increase/(Decrease) in provisions

(Increase)/Decrease in trade and other receivables
Increase/(Decrease) in trade and other payables
Decrease/(Increase) in inventories

Net cash flows from operating activities

17. Retirement Benefit Scheme

2023 2022
£ £
(294,937)  (632,027)
1,118,123 1,099,237
(348,005) (348,005)
(100) (2,500)
20,178 (189)
16,191 57,610
511,450 174,126
5,509 (11,175)
(593,911) 145,232
218,158 (112,425)
(175,090) 162,975
(545,334) 184,607
(33,884) 358,733

A total of £150,970 (2022: £145,882) was charged to employee staff costs and recognised in the
Income Statement in respect of the Company's contribution towards a Defined Contribution Scheme

on behalf of eligible employees, with £14,148 capitalised to relevant projects. The scheme is run and

managed by a third party on behalf of employees and, as such, there are no assets or future

obligations recognisable by the Company in respect of the scheme.

18. Provisions for Payables and Other Charges

Leave Other Deferred Tax Total
Pay Provisions (note 14)
£ £ £ £
At 1 April 2022 82,058 1,500 701,284 784,842
Additions less utilized 5,509 - - 5,509
Origination and reversal of timing differences - - 18,542 18,542
At 31 March 2023 87,567 1,500 719,826 808,893

The leave pay provision represents holiday balances accrued as a result of services rendered in the
current period and which employees are entitled to carry forward. The provision is measured as the

salary cost payable for the period of absence.
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19. Deferred Government Grants

2023 2022
£ £
Balance at 1 April 7,999,184 8,250,432
Received during the year - 96,757
Amortized during the year (348,005) (348,005)
Balance at 31 March 7,651,179 7,999,184
20. Basic Financial Instruments
2023 2022
£ £
Bank and Cash 1,517,291 1,966,738
Trade and Other Receivables 1,620,606 1,134,217
3,137,897 3,100,955
Trade and Other Payables 483,877 252,365
Accruals 39,574 77,044
Retentions 41,414 24,970
564,865 354,379
Total assets minus liabilities: 2,573,032 2,746,576

Financial instruments are measured at transaction price less any repayment of the principal.

21. Related party transactions

Related party activities consist of transactions between Connect Saint Helena Limited, its shareholder
Saint Helena Government, key management personnel, and other parties which meet the definition of a
related party. The details of transactions with related parties are disclosed below:

St Helena Government - Parent

2023 2022
£ £
Revenue from Water and Sewerage 159,558 147,659
Revenue from Electricity 697,724 650,483
Revenue-Direct Subsidy 1,829,756 446,510
Other Receivables from St. Helena Government 573,591 201,677

Remuneration of key management personnel

A total of £301,656 (2022: £341,425) was paid to key management and directors as compensation for
their services to the Company.
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22. Ownership and Share Capital

Wholly owned by the Saint Helena Government, the Company's authorised share capital is 25 million
ordinary shares. Balances as at 31 March 2023 of £14,585,598 comprise 14,585,598 ordinary shares.

23. Capital Commitments

The Company had capital commitments for electricity and water infrastructure of £73,123 (2022:
£125,842). This represents the total value of signed contracts and orders for the delivery of goods
and services towards infrastructural development and is funded by confirmed government grants.
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