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Tohle of Coptents

Annual improvemeants 2011-2013 Cycle

Im thee 2011-2013 annual improvements cycle, the |ASB issued four amendments to four standards, whech included an amendment to IFRS 1 Fist-hme Adoption of
Inlermahonal Financia' Reporing Standarcs. The amendment io IFRE 1 is effective immediatel and, thus, for perioss beginning at January 1, 2014, and clanfies. in
the Bass for Conclusons thal an enfity mey choose o apply either a curment standard or a new standard that i rot vet mandatony, bul permits early application,
provided ether stendard s appied consistently throughout the periods presented in the entity's Tirst IFRS financial staterments.

4 Summary of significant accounting policies
4.1 Currency and forelgn cuimenc i iransactions
41.1 Functional ahd pressntation civrency of e fnancial siatements

The legal curensy in Micaragus is the Cordoba (C2); howewver, the Company hes adopled the LIS dollar (USSE or §) as the functional and pregentation curmency
since |t better reflects the events and fransactions performed by the Company. Adoption of the LIS dollar as funchonal curency was based on the following facts:
income from energy sales & genenated in dolarns, debt obligations are denomenated in doflans, capital contribubons are made in dollars, iInvestments in intangible
assels and propedy, plant and egupment ware mosily made in e3id cuwmency and certain operating costs and expenses ane also incurred in that currency.
Information relating to exchange regulations and rates is included in Mote 21.4

Considenng thal the Compamny’s accounting records are kept indhe kegal currency of ifs domicile, Micaraguan Cordobes, and that the LIS doll ar was adopted ag the
furctonal currency, monetary assets and liabilites denominated in Cordobas were translated inlo the financial ststerments” funclional currency using e exchange
rale ruling on the Gate of the stabement of inancial position. Non-ronetary lems measured on a histonical cost bass were corverted on the date of the: staterment
af inancal posdon using the exchange rate ruling on the ongnal ransaction date. Income and expenses ane corvened al the exchange rale in eflect on ine
lransaciion date

4.1.2 Transactions in foreign currency

Transaclions in foreign currency, amy currency olher than the lunclional currency, ane reconded al the exchange rate ruling on the iransaction date. In determining
its financial situation and aperating results, the Company appraises and adjusts 25 assets and llabatles denominated in foreign currency at the exchange rate ruling
an the date of thes valuation and determiration. Exchange rate differences resulting from the application of these procedures are recognized in the results of the
peeriod in which they ooour

42 Cash

Cash is comprised of cash on-hand and in banks.

43 Restricted cash

Restricted bank account balances ane not considened eiher unrestricted cash balances or cash equivalent balances for the purpose of the statement of cash
flows. They ame presanted in the accomparnying statements of financsal posibion as "restricled cash®, and are presented as current or non-current assets given
management's expectation thal they will be wilhdrawn Tor their defined purposes within the coming twehe-month penod of othervise Nel clanges in such
resincted cash balances are classfied as a financing activity in the staternent of cash fiows based on the requirement for them under the debt agreements.
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