MAT-15-2006-MON 03:31 PM

TAMAICA PUBLIC TERVICE COMPANY LMIED

FINANCIAL STATEMENTS

DECEMBER 31,2005

JR B —nmmrm——

1 Glenford Watson, Secretary of JPSCo Ltd. héreby'certifies
that this is a true copy of the JPSCo audited fimancial
statements for the year-ended December 31, 2005.
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. To the.Membcm's of . ' '
: . JAMAICA PUBLIC SERVICE CDND?ANY LMTED

Auditors' Report

We have audited the fnancial Statements of Jamaica Public Gervice Company Limited (the
gompany) as at and for the year ended Decemnber 31,.2005, set out on pages 2 10 31, and have
obtained all the information and explanations which we required The financial staiements are
the Tesponsibility of fhe company’s management. Our responsibﬂity‘is 1O CXpress an opinion on
the financial statements based on our andit. ' | - |

We conducted our audit in accordance with International -Gtandards on Auditing. Those
standards Tequire that We plan and perform the audit to obtain reagonable assurance that the
financiel statements are free of material isstaternents. AR andit includes examining, on 8 test
' basis, evidence supporting the amounts and disclosures In the financial ctatemnents. An audit also
. includes asSEsEng the accounting principles used and significant estimates made by management
‘ as well as evaluating the overall presentation of the financial gtaternents. We believe that our

\ ; audit provides a reasonable bagis for our opinion. ‘ ' '

Tn our opimien, propet accounting records have veen kept and the financial statements, which are
l . in agreement therewith, and have been prepared 1o sccordance with Tternational Tinancial
Reporting Qtandards, give & Wne and fair view of the state of affairs of the compary ag at
. Decemiber 31, 2005, and of its Tesults, changes in shareholders’ gquity and cash flows for the |
} | year then ended, and comply with the provisions of the Companics Act, : o

MG

|

.

o e
1 o
!

KRME, B Jamican panineeahia, Rapheel E. Gordon Ceiyl &. Fenlen Elizabrth A, Jonek
o A, »gigen fnembar finm of KFGAG Paiyick A Chin _ Pauidi 0. Diatley-Smih Lingoy 4. Marshéll
I - fi. Tarin Hanrin Cyntnia L jawwanct Aejan Traban




MAT-15-2006-MON 03:31 PM

] i

2005

.$°000

1,735,628
5,180,085~
164,089

. 2,052,901

—a S

13,132,703

R ]

1 420,791

9,159,423

4755 444 .

34 324

e ———

15,369,982

- { 2,237,279)

11,744,730

37 491,502

110,062

1.408.739
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| KAAICA PUBLIC SERVICE COMPANY LIMITED
Balance Sheet .
December 31. 2003
ﬂotes
. CURRENT ASSETS | ,,
'~ Cash and cagh equivalents - T 5
t Accounts receivable _ . .6
. Tax recoverable C ‘
. Inveniories ' T
CURRENT LIABILITIES B
| Short-term loans &
Current portion of lopg-1erm loans 17
. Accounts payable and provisions - -9
Due to related cOmpanics ‘
BT CURRENT (LIABILITIESYASSETS
| NON-CURRENT ASSETS | L
Property, plant & equipment 10
Intangible assets 11 .
Frployee henefits asset 12(2)
_Pinanced by:
' SHAREHOLDERS® EQUITY :
Stated capital 13
. Share premivm 14
(apital reserve 15
Retained earnings - o
. NON.CURRENT LIABILITTES
Customer deposits 16
Tong-term loans 17
Deferred taxation 18 :
12(0) ‘

artes K. Maﬁh&wa

- Employee benefits obligations

The financial statements on pa-gés,
and signed on It hebalf by

Director

i

* Regtated or reclassified to conform 10 30305 presentation

The arrommETYing note

s-form an integral part of the financial

2 to 34, were approved by the Boar

staternents.

24.782,982

2,054,811,
5,663,107

3,068,121
1.204.003°

—

36,773.0%4

—

. 2004
57000

1,461,604
6,866,491
147,448
_1.618.573

10 094‘116

A

195,172
656,671
3,600,432
61.911

4,523,186
5,570,930

34,633,358
118,396
1.225.700

e

41548384

10,917,031
827,699

8,207,164
2,637,893

_tmnire T A

22,609,787

2,124,962
14,184,703
11,527,209

1.101.723

__._.—'l-—'—

41548384
d of Dixebtors on May 2, 2005,

e e 1 e e,
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 JAMAICA PUBLIC SERVICE COMPANY LIMITED

hqdme S’gatcment :
Vear ended December 31,2005

Year endcd LIGCOIREEL S o, S22

- Nates

Operaﬁng TCYEnne! B o 19
. Fuel revennes ‘ :
. Non-fuel revenues
Cost of sales:
Fuel . "
Purchased power (gxcluding foel) . A
Gross profit
Operating CXPENSES! .
© . Qperating & majntenance, selling, general
% administrative expenseg
Depreciation and amortisation
Orperating proﬂt"before net fmaﬁcc costs, . :
other income & expenses and taxation .20
. Net finance GOSIE - _ 71
. Other income 22(2)
: - Other expenses - 29(b)
' Profit/(loss) before taxation
. Taxation = = - o . 23
" Profit/(loss) for the year
Profit/(loss) per share/stock unit ) . . 24

0

=2

2005 .
000

21,198,045
19.055.088 "

e —

40,253,133

s A = S

(22,174,846) -

(3.953.703)

(26,128.549)

14,)24,584

( 7,336,134) -

P 004

14731932

15.666.985
30,398,917

(14,591,749)

(3.570.568)
(18.162,317)

12,236,600

( 6,605,588)

( 2.531.646) ( 2.265125)
( 9.867.800) ( 8.870.713)
| 4256784 3,365,887
( 2,409,365) (1,977,171
165,407 57,245
(__86.770) (_1,572,415)
1,026,056 ( 126/454)
S 15.452)

(479,901}

0.62¢

The accompanying ﬁp’tes form an integral part of the firiancial staternents.

(fL.630)
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P. 005
¢ 1
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 JAMAICA FUBLIC SERVICE COMPANY LIMITED
Staternent of Changes in Sharcholders’ Equity
Vear ended December 31, 2005
Stated Shere. Clapital " Retained
" capitg)  premium | TesSEIVE carpings Total
$000 - $'000 5000 $1000 S'OOD
{nyte 13) {note 14) {note 13)

" Belances at December 31,2003 10,017,031 . 827,699 - 6,966,665 2,177,896 20,889,291
Revalustion surplus . o 2,793,858 . 27793858
Deferred 1gx on revaluation surplus - - ©{ 931,286) - - { 931,280
Loss for the year ' - - - ( 141906) - ( 141906)
;Realisr:d revaluation surpluses [note 15(i)] - - ( 622.073) 622.,973 T
“Preference dividends paid (note 25) - - - ( ]zﬁ) l A 'i:ZD) -
Balances at Decermber 31, 2004 10,817,031 827,609 | B.207,164 2657,293 22,609,787
“ansfer of éhare premium (secTote 14) 827,699 (827,695) . . -

_ Revaluation surplus - - 3,183,032 - 3,183,032

" Deferred tax on revaluation sarplus - - (1,061,011) - (1,061,011)

- Prafit for the year . - - - 1,446,155 - 1,446,155
Realised rovaluation surpluses fnote 15(0) - - ( 835,536) 235,536 -
Ordinary dividends paid (npte 25) . ; . (1,394,811)  (1394,811)

. Preference dividends paid (note 25) - - - (- 17M S 170}

" Ralanees at Decernber 3‘1',.2005
| Met recngnised gaing for the vear agg'regated $3,568,176,000 (2004:‘ $1,720,666,000), of which 32,122,021,000 {2004:

LT

o ——— o —

AeoMsoal 020 ETRaE.

$1,562,572,000) was recognised directly in cquity.

The accompanying noies form m integral part of the finencial statements, '
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..+ JAMAICA PUBLIC SERVICE COMPANY LIMITED

Statement of Cash Flows
Year ended Decemnber 31, 2005

CASH FLOWS FROM OPERATWG ACTIVII‘]ZES
" Profit/(Joss) for the year

Adjustrnems for:

- Depreciation and amortisation

(Gain)/loss on disposal/adjustment of
property, plant & equipment - _

Unrealised foreign exchange losses
Interest capitalised (mote 10}
Other interest expense
Deferred taxation
Employee benefits, net

Cagh generated before changas in woﬂung caplta] and depasﬂs

Accounts receivable

Inventories

Accounts payable

Due to related companies
Customer deposits and advances

Cash generated from operationsg

Interest paid
Taxes wiﬁnheld

Net cash provided by operating activities

. CASH FLOWS FROM INVESTING ACTIVITIES
' Purchase of property, plant & equipment
Purchase of intangible assets

Proceeds from dlsposal of property, plant & qu.l‘ipment .
th cash used by investing activities
 CASH FLOWS FROM FINANCING ACTIVITIES

Short-term loans received
. Repayment of short-term loans
" Long-term loans received
Repayment of lorig-term loans
* Share premium (note 14)
Dividende paid

Net cash (used)/provided by financing activities

* Net increase/(decrease) in cash and cash equivalents

. Cash and vash equivalents at beginning of year

* CASH AND CASH EQUIVALENTS AT END OF YEAR

| ‘ The accompanying notes form an infegra.l part-6f the financial statements.

P 006
5
2005 2004 .
$°000 $°000
1,446,155 ( 141,906)
2,531,646 2,265,125
( 52,850) 194,616
620,501 313,343
o 48,962) © ( .68,332)
1,876,587 1,644,166 -
479,901 15,452
(_B0.759)  (_285.07D)
6,772,210 3,037,387
(2,313,594)  ( 428,453)
( 434328)  ( 145,620)
1,158.957  ( 212,883)
( 27587 ( 81317
(70151 64.677
5,085,507 3,133,791
(1,851,199)  (1,970,220)
(__16.641)  (__33.899)
©3.217.667 1129672
- (2,095,445)  (1,773,289)
(  1,158) ( 9,063)
- 61727
(2.096,603)  (L714,625)
1,860,803 . 318,647
(647,197 (1,152,369)
Co- ‘ 2,332,459
( 665,665) (1,343,351)
- 357,563
(1,394.981) - (_ 170Y
(_£47.040) 512779
274,024  ( T72,174)
1.461,604 1.233.778
1,735,628

1461 604
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. JAMAICA PUBLIC SERVICE COMPANY. LIVITED.

P07

Notes to the Financial Statements,

December 31, 2005

Corporate strugture and nature, of Duginess .

The company is incorporated in Jammaica and is an 80% subsidiary of Mirant JPSCO
(Barbados) SRL, which is incorporated in Barbados. The registered office of the company is
simated at 6 Kmutsford Boulevard, Kingston 5, Jamaica, W. L, and its preference shares are
1isted on the Jamaica Stock Exchange. ' ' o '

. The ultimate holding company is MireintCorpdrétion,‘ incorpurated‘ in Deleware, U.S.A, which

is listed on the New York Stock Exchange. Mirant Corporation and its subsidiary companies
are Teferred o in these financial statements as “related companies’”. ‘

The principa} activities of the company are generating, transmithing, distributing and supplying
glectricity in accordance with the terms of the All-Island Electric Licence 2001 (the Licence},

* granted on March 30, 2001 by the Minister of Miming and Energy.

Reoulatory arrangements angd tariff strneture '

“The Licence zuthorises fhe company to supply gleciricity for public and private'purpoﬁes

ithin the Island of Jamaica, subject to regulation by the Office of Utilities Regulation (OUR)
established pursuant to the Office of Utility Regulation Act, 1995, and as aubsequently
amended, with power and authority 10 require observance and performance by the company of

its obligations under the Licence, and to regulate the rates charged by fhe company.

Under the provisions of the Licence, the company is granted ﬂle'-"axc:lusive right to transtpit,
distribute and supply electricity throughout the Island of Jamaica for & period of fwenty years
and to develop new generation capacity within the first three years from the effective date of

the Licence. Upon the expiration of this period the company shall have the right, together with
ather persons, to compete for the right to develop new generation capacity. ' '

Schedule 3 of fhe Licence defines the rates for electricity and the mechanism for rete
adjustments. ~Under the Licence, the Tates for electricity consist of @ Non-Fuel Base Rate,
which is adjusted annually using the Performance Based Rate-maldng Mechanism; and a Fuel
Rate, which is adjusted monthly to reflect fluctuations in actual fuel costs, net of adjustmenis
for prescribed efficiency fargets. Roth rates (fuel and non-fuel) are adjusted monthly o

" gecount for movements in the monetary exchange rate between the United States (US) dollar

and the Jamaica dollar.

As of February 1, 2002, thesc rates are determined in accordance with the tariff regime,
provided that ‘the OUR apnually reviews the company’s' efficiency levels (system losses and
heat rate) and, where appropriate, adjusis these in the taviff, primarily Telating t0 fuel Tevenues.
Under the rate schedule the company chould recover its actual fuel costs net of the prescribed

- gfficiency adjustiments though its Fuel Rate.

Asg of May 31, 2004, and thereafter, on each succeeding fifth anniversary, the company must
subrmit 2 filing to the OUR for furiher Tate adjustments to its Non-Fuel Base Rate. The rate
filing, which requires OUR approval, is based on a test year and includes defined “efficient”
non-fuel operating costs, depreciation expenses, taxes, and & fair Teturn on investment.

.

Embedded in the QUR. approved tariff is an amount to be set aside monthly in case of a major

" eatastrophe affecting the company’s transmission and distribution assets.
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. 1AMAICA PUBLIC SERVICE COMPANY LIMITED

' Notcs s0 the Financial Statem'.:ﬂts (Continued). '
De:c_:ember 31, 2005 .

_"_'_,_n—'—"'_

3. Staternent of com 1anc
. (a) Statement of compliance:'

The finencial statcments are prepared accordance with International Financial
Reporting ‘Standards (IFRS) and mcir_‘interpmtations adopted by the International
Accounting Standards Board (IASB), and comply with the provisions of the Companies
Act. ' _ o ' ‘

At the date of authorisation of the financial statements, there were cerfain gtandards and
interpretations which were in issue tut were not-yet effective.  Those which are
considered Televant to the company and their effective dates are as follows: 5

lEffecti.ve date :
TFRS 7l | - Financial ﬁsﬁuﬁents: ‘Di_sclas‘ure _ B Jamuary 1, 2007
1AS 19 Amendment Actuaﬁal Gains .&' Lusses,‘ anup Plans ]anuary,i,éOOB

' and Disclosures ‘ | ‘

iAS 39 Amendment The Fair Vﬂue Option : o Tanuary 1, 2006
wRIC4 Detcrmining lwhether an  Arrangement Iahuafj 1, 2006

Contains a L ease

TFRIC 5 . Rights to mierest Arising  from January 1, 2006
‘, Deconimissioning, Restoration and ' ‘
Environroental Rehabilitation Funds

CIFRICE Liabilities arising from Partidipatil}g"in_a Decermber 1, 2006
 Specific Market ~ Waste, Electrical and :

Fleotronic Bquipment S
(FRIC &  Scopsof FRS2 . Tanvary 1, 2006

The adoption of TFRS 7 is-expected to Tesult additional disclosurés for financial
insoruments. Except for these additional disclosures, the adoption of these standards and
interpretations are not expected to have 8 material impact on the financial statemenis.

(b) Basisof preparation:

These financial gtatements are presented in J amaica dollars (8), which is the currency in
which the company conducts the majority of its operations (functional gurrency).

The financial slatements are prepared under {he historical cost basis, modified for the

inelugion of specialised plant and equipment carried at valuation.
(¢) Useof sstimates and judgements:

The catimates and underlying assumptions are reviewed on an ongoing basis. Revisions
to accounting cstimates are tecognised in the period which the estimate i8 revised if

the revision affects omly that period, or in the period of the revision and fufure periods if
fhe Tevision affects both current and future periods. : ' .
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| AMAICA PUBLIC SERVICE COMPANY LIMITED

Notes to the Financial Statements {Continued)
Degember 31. 2005 :

'q Statement of compliznce, hasis of ufeﬁaratib'n and gignificant accounting policies (cont’d)
! (¢) Use of cstimates and judgements (cont’d): |

Judgements made by management in the ﬂppl‘ica.ﬁon of 'IFRS that have significant effect

on the financial statements and estimates with a significant risk of material adjustment In
the next financial ygar are discussed below: '

() Pension and other post-retirement benefits:

The amounts recognised in the balance sheet and ncome statement for pension and
other post-retirement benefits arc deterrmined actusrially using several
assumptions.  The Pprimary agsumptions used 1n determining the smounts
. " recognised include expected long-term retwil on plan assets, the discount Tate used
) : to determine the present value of estimated future cash flows required to settle the
: | pension and' other post-retirement obligations and the expected Tate of increase
. medical costs for post-retirement medical benefits. ‘ ' o

\‘ : ‘ The ‘expected return on plan assets considers the long-term historical rehunms, asset
: allacation and future estimaies of long-term investment retrns. The discount rafe.
‘ is determined based on the estimate of yield on long-term government seourities
, l : that have maturity dates approximating the terms of the company’s obligation; 1
! : the absence of such instruments in 1 amaica, it has been necesgary to estimate the
. ‘ rate by extrapolating from the longesi-tenure security on the market., The estimate
S o of expected Tate of increase n medical costs is determined based on inflationary .
1 " factors. Any changes in these assurnptions will affect the amounis recorded in fhe’
financial statements for these obligations.’ : - ‘

‘ B - (i) Allowance for impayment logses on receivables:

.In determining amounts recorded for impairment losses jn the financial statements,

' ‘ management makes judgements regarding indicators of impairment, that i3,

l - whether-there are indicators that snggest there may be a measurable decrease in the
‘ estimated future cash flows from receivables, for example, default and adverse

‘ ' o  ECOROMmC conditions. - Management also makes estimates of the likely: estimaied

‘ s ' fature cash flows from impaired receivables as well as the timing of such cash
flows.. Historical logs experience 1s applied where indicators of impairment are not

' ) observable on individual significant receivables with similar characteristics, such
‘ as credit oaks, : ‘ ‘ K .

(d) Cashand cash equivalents:

l o : : Cash and cash cquivalents comprise cash and bank balances including shori-term
‘ - deposits with maturities ranging betwesn one and three momnths from the balance sheet
date. ‘ R ‘
! ‘ . () Accountsreceivable:
‘ : Trade end other accoﬁnts areceivableé are stated at cost less jmpairment losses.
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| AMAICA PUBLIC SERVICE COMPANY LIVITED

" Notes to the Financial Statements (Gdntiﬁuad)

December 31,2005

3. Statement of comp]iancc, bagis of preparation and si;miﬁcanﬁ: accountine policies (cont’d)

&y

(&)

Y

o)

@)

Tnventories:

Inventories materiaily comprise fuel stocks, and generation, fransmission and digtribution * '
gpate parts. Inventories are valued at the lower of cost, determined principally on a.
weighted average cost basis, and net realisable value. ‘ ‘

. ‘ . o ‘ L

Aceounts payable:

‘Trade and other payables are stated at cost.

Provisions:

- A provision is recogn{sed in the balance sheet when the company has an obligation as &

result of a past event and it is probeble that an outflow of economic benefits will be
required to settle the obligation. If the effect is taterial, provisions are determined by
discomnting the expecied fumre cach flows at a Tate that reflects current tmarket -
assesgments of the time value, and, where appropriate, the rsks specific to the

obligation. ' - ‘ :

'

aterest-bearing borrowings:

Tnterest-bearing bormowings are rf:cog;tﬁsed nitially at cost. Subsequent to initial
recognition, interest-bearing borrowings are stated &t amortised cost, with any difference

. between cost and redemption value being recognised m the income statemnent. over the

period of the borrowing using the effective interest method.
Property, plant & equipment and intangible asseis: ‘
Tn accordance with the Licence, additions to property, plant & equipment and intzngible

assets, replacement of retirernent units of plant in service, ©r additions to constrmetion
work in progress, include direct labour, materials, professional fees and an appropriate

_ charge for overheads; reduced by non-efundable contributions received from eustOTMETs,

where applicable. . S

' Specialized 'plant and equipnﬁmt .are revalued quarterly by inanage ent on the |
 depreciated replacement cost basis using Televant industry indices (Handy Whitman) for:

equipment purchased abroad, with the foreign component of costs aporopriately adiusted
for movements in the Jamaica dollar and the local component of costs adjusted for
movements in local inflation. Gains and lpsses on Tevaluation are initially recognised m
capital reserve (se¢ niote 15) and trapsferred to retained earmings as realised. ‘ ‘

fand and buildings &re stated at cost, while general plant and machinery and other
equipment are stated at COst (or deemed cost at the {FRS transition date of January 1,
2003), less accurnulated depreciation and impajrment losses. -

Property, plant & squipment in the course of construction are carried at cost less
recognised impairment Josses. ' '
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 AMAICA PUBLIC SERVICE COMPANY LIMITED

P01
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Notes to the Financial Statements (Continued)

‘December 31, 2005

3. Statement of compliance, bagis of preparation gnd significant accounting policies cont'd)

)

®

@

. Property, plant & equipment and intangible assels {comt’d):

mtangible assets, comprising computer software, are stated at oot less amortisation and

" impairment logses,

Depreciation and amortisation:

Property, plant & gquipment and iﬁtangible amgetls are dﬁpreciatadfamoﬂised on the
straight-line bagis at ammal ates estimated to write off the assets over their cxpected
useful lives. The depreciation Tates, which are specified by the License, are as follows:

© Steam production plant ' N | | 4%
Hydraulic production plant . o 2%, 2i%, 2.86%
Other production plant - - 2%, 4% & 5%
Transmission plant - o R S 4%
Distribution plant I , _ 3.33% & 4%
General plant & equipment. - : o B

Puildings and structuires ‘ : e 2%
Transport equipment - : 14.3%

Other equipment o S 4%, 5% & 6.65%
Land znd tand righfs are not depreciated, - ' .
The composite rate of depreciation for the year was approximately 3.7% (2004 3 2%s).

Computer software is amortised at 6.65% per annurn.

Employee benefits:

Assets and liabilities in respect of pensions and other post-employment bencfits have
been actnarially determined by @ gualified independent actuary, appointed by
menagement, The appointed actuary’s report outlines the sc0pe of the valuation and the
actuary’s opimon. The actuarial valuations were conducted in accordance with TAS 19,
and the financial statemcnts reflect the company’s post-employment benefits asset and
gbligations as cornputed by the actuary. In carrying out their audit, the anditors rely on
ihe work of the actnary and the actuary™s report.. | o

G) Defined benefit pension scheme:

The company operstes a defined-benefit pension scheme administered by trustees,
the assets of which are held separately from those of the company.

The pension scheme requires the company {0 coniributc 8 DPEICENIBES of
employees’ pensionable carnings and employees 10 caontribute a similar amount. -
Such contributions, which are actuarially determined, provide for current costs and
amounts to amortise any past service deficits disclosed over ihe average future

. working lifetime of the active membership. Annnal pension at normal retirement
age is determined baged on the employee’s YEATS of service and highest threc years
pensionable carnings. Employees may glect to pay voluntary contributions of up to

-38% of their pa'q'sionablé garnings to enhance the basic benefits otherwise

" payable. The plan is subject to tHennial sotuarial valnations to determiine the
funding status, with ipterim armual valuations for acoounting purposcs and as
required by the trustecs. ‘
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JAMAICA PUBLIC SERVICE COMPANY LIMITED

ﬁo’tes to the Financial Statements (Continued)
December 31. 2005 ;

3, Giatement of compliance. basis of preparation and significant accounting policies cont’d)
() Employee benefits (cont’d):
() Defined benefit pension scheme (cont’d):

The company’s net obligation in Tespect of the defined benefit pension scheme is
caleulated at each balance sheet date by estimating the amount of futre benefits
that employees have earned in Teturn for their service in the current and prior
~periods, discounting it to determine its present value, and deducting the fair value
of the plan assets. The discommt Tate apphied is the yield at balance sheet date on
_ long-term government instruments that have maturity dates approximating the term
of the company’s obligation. The calculation 18 performed by a qualified
independent actuary using the proj ected unit credit method. S :

When the benefite of the scheme are improved, the portion of the increased benefit .
relating to past service by employees 18 recognised as an eXpense in the income

~ gtatement on a straight-line basis over the average period umntil the benefits become
vested, To fbe cxtent that the benefits arc Vestad.imme'diately, the expense is
recognised immediately in the income staterment. :

In calculating the compamy’s obligation in respect of the scheme at the balance
cheet date, actuarial gains ot l0sses which exceed ten percent (10%) of the greafer
of the present value of the defned benefit obligation and the fair vatue of plan
asgets, are recognised in the income statement over the expected average TEmaIMng
working lives of the participating employess. Otherwise, the actuarial gain or loss
is not recognised. ‘

Where the caleulation resulis in 2 benefit to the cormpany, the recognised asset 18
imited to the net total of any umrecognised actuarial losses and past service COBtS
- and the present value of any future refunds from the plan or reductions in future
contrbutions to the scheme.

(ify Other post-cmployment benefits:

A provision is made for unutilised vacation and sick leave in respect of services
rendered by employees up to the balance shest date. Under collective bargaining
agreemenis, emplOYEes are entitled to a termination benchit in relation to their
unutilised vacation and sick leave entitlemnents that accurnulate in certain instances
over the life of their service. ' ' -

A provision is also made in respect of post-cmployment health bencfits to be
provided to employees upoh retirement. 'The post-employment henefit obligation
io actarially determined at the balance sheet date on a basis similar to that used
far the pension scheme. Actuariz] gaing and losscs ate accounted for in a manner

similar to that of the pension scheme.

Cumulative unrecognised gains’ and losses are also recognised in 2 manmer similar
to that applied for the defined-benefit pension scheme.
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JAMAICA PUBLIC SERVICE COMPARY LS55

PURLIC SERVICE COMPANY LIMITED

Notes to the Finaﬁcial Statements (Continued)

December 31, 2005

3. Sitement of compliance. basie of preparation and siggiﬁcan‘t accounting policies (cont’d)

(n)

(0)

®)

@

(m) Customer deposits: -

Given the long-term nature of the customer relatjonship, customer deposits and
construction advances are shown in the balance sheet as nonscurvent Habilities (L&
amnounts not likely to be repaid within +wetve months of the balance sheet date). Tnterest
is credited anmually at raies prescribed by the Licence.

Revenue recognition: -

Operating Tevenue Tepresents MCOME for the provision-of electricity and Telated gervices.
Tncome is recognised for billings made for these services and an estimate of electricity
supplied prior to the end of the reporting period which is to be billed subsequentty
(referred to'as “ypbilled” revenues and inctuded in accounts receivable). ‘

Capitalisation of bunovdng costs:

‘Borrowing costs directly atiributable to the construction of qualifying asscls are added to

the cost of those assets, until such time ag the asscis arc gubstantially ready for their

intended use, All other horrowIng costs are recognised in the income statement in the -
period in which they are incurred. ' '

Ge_nc:ral Consumption Tax (GGT):

The company’s main pperations are Bxefnpt from GCT and accordingly, so are its
pperating TEVEDUES. As a result, the company may not recover any @GCT input tax

incured in the acquisition of goods oF SErViees and, conscquently. auch goods or seIVices

are recorded at cost plus GCT where ncurred.

Tncome taxes:

Taxation on the profit or loss for the year comprises current and deferred tax. Taxation
is Tecogpised In the incosmne statement, except to the extent that it relates to items
:gccogniscd directly in equity, in which case 18 recognised In equity. ‘

Current tax is the expected tax payable on the income for the year, using tax rates
enacted at the balance cheet date, and any adjustment fo 1ax payable in respect of
previous years. ' ' : ’ L :

Deferred tax ig computed using the balence sheet Hability method, providing for
temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts wsed for taxafion purposcs. The amourt Of deferred
tax provided 18 based on the expecicd manmer of realisation or setilement of the carrying
amoumt of assets and liabilities, using tax Tates enacted at the balance sheet date.

A deferred tax liability 18 recognised for all taxable temporary differences, except to the
extent that the company is able to control the timing of the reversal of the iemporary
difference and it is probable that the temporary difference will mot reverse in the
foreseesble future. ' :

A deferred tax asset is Tecognised only to the extent that it is probable that fature taxablc
profits will be available against which the agset can be-utilised. Deferred tax assels are

reduced to the extent that it is no longer probable that the related tax benefit will be
realised (see note 23).
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JAMAICA PUBLIC SERVICE COMPANY LIMITED

Notes to the Financial Statements {(Continued)

December 31, 2005

37 Sigternent of compliance, bagis of menaratibn and significant accounting policies { con‘["d).

@

®

®

()

Foreign currencies:

Transactions in foreign currencies are converted at the rates of exchange ruting on the

dates of those tramsactions, Maonetary assets and liabilities denominated in foreign

currencics at the balance sheet date are sranslated to Jamaica dollars at the raies of

exchange ruling at that date. Gains and losses aTising from fluctuations in exchange -
rates are inclnded in the income gtatement.

For the purposes of cash flow statements, cealiged foreign currency gains and losscs aTE
ireated as cash jtemns and included in cash flows from operating ot finaneing activities
along with movernent in the relevant balances. : ‘

TImpairment:

The carrying atnounts of the company’s asscts are reviewed at each balance sheet date to

determine whether there 18 any indication of impairment. If any such indication exists,

an assel’s Tecoverable amount is estimated at each balance sheet date. Az impairment
1oss is Tecognised whenever the carrying amount of an asset o1 its cash-generating umit

cxceeds its Tecoverable amount. Tmpairment losses are recognised in the mcome
gtatemnent. S :

(i) Calculation of recoverable amounts:

The tecoverable amount of the company’s receivables is caloulated as the present
yalue of expected future cash flows, discounted at the oniginal effective interest rate
inherent in the asset. Receivables with a short duration are not discounted.

The tecoverable amount of other assets is the greater of their net selling price and
value in use. In assessing value in Usc, the estimated future cash flows are
discounied to their present value using a Jiscount rate that reflects current market
pssessments of the time value of moncy and the isks specific to the asset. For an
asset that does mot, generate independent cash inflows, the Tecoversble amount 18
determined for the cagh-generating Lmit to which the asset belongs:

(ii) Reversals of impairment:

An impairment loss in Tespect of receivables is reversed if the subsequent increase
in Tecoverable amount can be related objectively to an event occurring after the
impairment loss was recognized. An irmpairment logs is reversed if there has been a
chanes in the estimate used to detemine the recoverable amount. ‘

1.eases:

Payments made under operating leases arc recopnised in the income statement on a
afraight-line basis over the term of ihe lease. ‘

' Sepment Teporting:

The company maintaing an integrated operating shuétmc: and repoTis accordingly.
Consequently, no segment, disclosures are congidered necessary.
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SAMAICA PUBLIC SERVICE COMPANY LIMITED

Notes to the Financial Statements (Continued)
December 31, 2005 ‘

3 " guatement of compliance, basis of preparation and significant accounting policies (cont’d)
(V) Related parties: | | |
A party is related to the corpany if
@ directly or indirectly, the party:

 .controls, is controlled by, or is under comman control with the comparyy;

o hLas an interest in the company that gives it significant influence over the.
COTHPAILY; 9T .

e has joint control over the company.

(ii) the party is a member of the key management personnel of the company. Such
‘ personnel] are persons having authority and responsibilities for planning, directing
and controlling the activitiee of the company whether directly or indirectly and
whether. through an crecutive or non-execufive Tole. . : :

(iii) . the party is a close member of the family of anf,f individual referved to in (i) or (iD)
above, ' :

(iv) the party is 2 post-employment benefit plan for the benefit of employees of the
company, or any entity that is a related party of the company.

The company has a related party relationship with its parent company; wltimate parent
company, fellow subsidiaries, directors, key management personnel and the TPS
Employecs Superanuuation Fund. ' '

(w) Financial instruments:

A financial instrument is any- contract that gives rise tO both & finsncial asset of one
enterprise and a financial Hability or equity instrument of another enterprise, For the
purpoge of these financial statements, Fnancial agsets have been determined to include
cach and cash equivalerts and accounts receivable, Similatly, financial iabilities melude
accoumts payable, due 1o related conmpamies, Customer deposits and loans. Purchases and
sales of financial instruments are accounted for at setilement dates. ‘ '

(x) Determination of fair value:

Fair value amounis Tepresent estimates of the arm’s length consideration that would be
currently agreed between Imowledgeable, willing partics who are under no compulsion to
agt and is best evidenced by a quoted market price, if orie exists.
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Notes to the Financial Statements (Continued)
December 31,2003

Powet purchase contracis

The company has entered into agreements with independent POWeT providers (IFPs) for the
purchase of energy capacity and net energy output. -

. The major IPPs that have agreed to supDLY the compearry With electricity are as follows:

| Contract termination date

Jamaica Enérgy Partners (TEP) [see note 29] | " October 2013

~ The Jamaica Private FOWeT Commpany Limited (TPPC) ~ TJanuary 2018
Jamzica Aluminjum Company 1imited (JAMALCO) December 2019
Wigton Wind Farm Limited ‘ - May 2024

All agreements are gubject to +erpaination prior to the contract dates wpon fhe occurrence of
certain events of default as specified in the agreements, and are renewsble for an additional

period, provided the party secking the exicnsion gives Written notice, TANEINE from two to BiX
years, before the end of the initial texmm. '

Certain agrecments require payment for available encrgy capacity and for certain pperating
costs and overheads. - Additionally, certain agreements require the company to provide a
banker’s guarantee M relation 10 contractual payments. “The company bas @ financing -
arrangement-mdth‘ o financial institution, which gu'a"rantees acoess to funds by PPs for
contractually agreed payments. The facility was not coessed during the year.

Uncxpired commitments under power purchasa'a'graaments, for energy capacity and certain’
operating charges, are payable as follows: C

s ]jollars

2005 2004
: $:000 ~ %000
Within 1 vear o : ' 46,240 AR, 664
From 1-2 years : _ o 45,830 46,240
TFrom 2-5 years o 130,589 134,761
Qver 5 years ‘ - _ 207.323 248981

420082 416648

Cash and cash equivalents '

At December 31, 2005, cash and cash equivalents jnetude 5274 million (2004: §1 10 million)
restricted cash mainly for seli-msurance ginking fund, Rural Rlectrification Programme (REP),
house wining fund and guarantec deposits on staff loans. Of this amount, $180 million (2004:
§54 million) represents ach tnaintained as part of a self-insurance cinking fund administered
under approval of the OUR (see note 2).
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Notes to the Financial Statements (Continned)
Decerber 31. 2003 :

" 6. Accounis receivable

Trade receivables, net
 {nbiiled revenne

Prepayments -

Other Teceivables

- AMAICA PUBLIC SERVICE COMPANY LIMITED

P01
16
2005 - 2004
$000  $°000

5,299,546 4,641,290
2.855,824 - 1,466,831

. sosede 308,057
| _A29.066 450313

9,180,085 6866491

Trade receivables are shown net of an allowance for impaimie:nt losses of $785 million (2004:

$475 mnillion).

7. Tnventories

Fuel
(Generation Sparc parts
Transmission, distribution and other spares

- 8. Shori-term loans

200s 2004

£°000 57000

637971 491,714
603,323 531,531
811,607 595328

At December 31, _’ZObS, the company had two ghort term loans denominated m TInited States
doltars, bearing interest at rates between 7.87% end £.77%. At the end of the pre\{ious YeaT,
the company had one short term loan, besring interest at §.75%. These loans were all

insecured and US dollar denonﬁna’_ced.

At December 31, 2005, net foreign cusrency expésu:;e in short-term loans ageregated

- 1J8522,000,000 (2004: 1/8%3,167,000).

9. Accounts pavable and provigions

Trade payables 6)
Tnterest accrued on customer deposite and loans .
Other payables and provisions @

(i) Included in trade payables at December 31,

2005 2004
§000  ~ $°000
3 842,704 2,951,300
431,778 406,390
480.962 51742
47755 444 3,609,432

2005, is a net amount of $192 million (2004

$192 million) refundable io cusiomers wnder the fuel clause of the company’s tarff

stmcture in effect to December 1998,
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TAMAICA PUBLIC SERVICE COMPANY LIMITED

Notes to the Financial Statements (Continuéd)

 December 11, 2005 e

g - Acgounts payable and Provisions (cont’d)

() Other payables and provisiong include provisions a8 follows:

Bazlance at beginming of year
Provisions made during the year
Provisions viilised during the year

Balance at end of year
Comprising pmvisions for

Retroactive and bonus salaries
Legal claims In process (note 27)

Retroactive and bonué galaries arc estimated based on salary rates at year—end. Actual

rates could differ at final sctilement.

P01
17
2003 2004
$°000 §°000
162,828 413,917
378,816 104,762
166520y  (355.831)

yss 6288

328,305 124,328

‘ 46,310 : 48,500

a7s1ls 62828

10. Property. plant & equipment .
Land & Prodoction Trangmission & Compuder

buildings (gemeration}
& lend plant &
fghte  equipment
¢000 7000

At gost O valuation:

Jaruary 1, 2005 1,783,321 33,B62,965
Additions 40,200 Co-

Transfers 416,282 - 449,323

Disposalsheﬁremcnts : ‘
& adjustments - -

- Revaluation - 3,023 470

Decemiber 31,2005 2,250,803 37,335.758

At cost Or deemed cost 2,239,803 -
Afvaluation - 3 2,33,5,758

‘2,239 803 37335738

Deprecigtion:

January 1, 2005 204,641 19,707,846
Chavge for the year 24,201 1,197,522
Disposalsfretirementa - -
Revaluation = 1.548.935

Decembér 33, 2003 298,842 72.435.303
et book values: ‘

Degemrber 31,2005 2010961 14.880.455

December 31, 2004 1,578,680 14155119

* Reclassified 10 conform with current YE& Presetation.

"31,068,462 2,025,138% O6,068% -

distribufion General | equiptent, Comstruction

plant & plant & office fixtures worl-in-
couipment machinery & HHiges PIOETESS Tatal
£:000 %000 %000 - %000 %000

46,211,122 3,201,781° 1,715,027 * 1,771,318 §8,545,534
611,171 - 128,506 1,364,440 2,144 407
795428 76506 - (737,539 -

. ( s73)( . 1,678)  S381E 51,567
1 408,096 - J 6431566

41,025 8117 3271714 1.841.945 1,452.037 97.173.074

- 3,271,714 1,841,945 1,452,037 8,511,499
£1.025 817 - - - L gB361.575.

. . S—
5102587 3,277.714 1.E41.045 1.452,037 9’7:|73D7-_5,

53,912,176
1,075,276 © 117,650 107,504 - ) 2,522,153
- - 1292) - ¢ 1.297)

33.842359 2,152,788 1.002,280 - 59.681.572

e LenE OGS LT ST
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ZIAMA]CA PURLIC SERVICE COMPANY LIMITED

Notes to the Financial Statements (Continued)
December 31 2005 ‘ .

10:. Property. plant & equipment (cont’d)

(a) Lend and buildings and land nights include land aggfegating appfoximatcly ¢241 million '
(2004: §800 million), at historical costs. '. ' .

(b) Allcnwanbcs for Funds used during construction for the year amounted o approximately
£49 million (2004: 568 million). The capitalisation rate need for the year was 11.25% -
(2004 12%). . :

c) The historical cost {net book value) for assets carried at valuation are noted below:

005 2004
$°000 £+000
‘Production (generation) plant & equipment 8,657,802 R,836,080.
Trangmission & Distribution plant & equipment. ' 9,190,928 2.314.012

17,848,730 17,150,092

il. . Tntangible asseté

This represenis acquired software costs capitalised as follows!

2005 2004

. $7000 - $000
Costi . ‘ ,
At beginning of year _ ‘ 141,220 132,157
~Additions o . : 1,158 " 9.063
Atend of year | S - 142378 141,220
- Amortisation: | : S |
At beginning of year ‘ ‘ _ 22,824 13,674
Charge for the year S : g - 9.492 9,150
At end of year | : p316 22824
Né,tbookvalues _ o | S | 110,062 : i;g;gg

12. Employee benefits
(s) Pension scheme:

The company administers 2 defined-beneflt pensidn scheme for itg permanent employees.
The asseis of the scheme ar® under the conirol of trustees, with day-to-day management
by company ermployees. Tovestment management services i respect of portions of
scheme assets are also provided by Life of Jamaica Timited and Guardian Tife Limited. -
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Notes to the Finaneial Statements (Continued)

D:ccembwr 91, 2005

12,

Emplovee benefits (cont’d)

@

(i)

(1it)

(iv)

P 020
< , 16
JAMAICA PUBLIC SERVICE COMPANY LIMITED

Pension scheme (cont™d):
Employee benefits (pension scheme): :
2005 2004
§'000 $000
Present value of funded obligations - (2,638,500) - (2,360,000)
Fair value of scheme assets ' 6,591,800 5,851,700
Unrecognised actuarial gains o (1,135,822 (1,040,300)

- Unrecognised amount due to Himitation L (1,408.739) (1.225,700)
Asset Tecogmised in balance gheet '_&iﬁ_l 9 o L.M‘ 0
Movements n nict assct recognised in the balance sheet:

2005 2004
$'000 $'000

Balance &t begirming of year ' 1,225,700 900,900 -

Contributions paid _ o 106,590 118,700

Credit recognised in the income gtaternent 76,449 206,100

Balance at end of year o M 1,225.700

Credit recognised in the income statement:

2005 2004
§000 - §'000

Cumrent service costs o 121,300 . 126,200

Intercst on obligations ' ' 281,300 289,800

Expected return on plan assets o (648,000) ( 556,100)

Net actuarial Toss/(gain) recognised during the year - 110,502 ( 89,700)

Gaing on curtailment ' , ‘ (_18.000) (_192:400)

Total credit : ‘ : (152.898) (412 .200)

Tetal eredit recognised due to limitation o (_76,449) (__206,100)

Actual return on plan asseis o 662100 1,258:200

Principal actvarial assumptions at the balance sheet. date (expressed as weighted

averages): ‘ ‘

2005 2004

Discount rate o 12.5% 12.5%

Expected return on plan assets . ' S 11.0% 11.0%

Puture salary increases 8.0% 8.0%

Future pension increases ' 3.0% 3.0%
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Notes to the Financial Statements (Continued)
. Degember 31,2005 o
‘12, Emplovee benefits (cont’d)
(p) Other post-employment benefit obligations:
‘ 2005 2004
$000 $°000
Post-employment medical and life insurance bhenefits 481 500 - 431,600
Accumulated sick and vecation pay . 722,103 _670.123

1204003 - 1100723

() . Post-employment medica) and life insurance bencfits: .

2005 2004
‘ $°000 §°000
_ Present value of unfunded obligations - 532,400 5 17,40(5 -
Threcognised actuarial 1osses . { 50,500) (_85.800)
1 jability recognised In balance sheet - 481,900 431,600

(ii) Movements in post-employment medical and life insurance benefits obligaticm: _

2005 2004
S - §'000- §°000
Balance at beginning of year 431,600 292,000
Contributions paid B . ( 10,500 ( 10,600)
Txpensg recognised. in the income statement _60.300 150.200
- Balance ai end of year . ' | - 44 1,900 431,600
(iii) Bxpense recognised in the income gtatement: .
- ' 2005 2004
. £ 000 $°000
Current service costs B 33,600 43,500
Interest on obligations ' - 61,700 . 67,400
Actuarial (gain)/loss recognised for the year ‘ - (15,100) 57,800
Gains on curtailments and/or settlements (15,400) . (_38.500)
S o o 60,800 150,200
{iv) Principal actuarial assﬁmpﬁons at the balance sheet daie (expressed as weighted
averages): - ‘ ' ‘
‘ 2005 2004
Discount rate | | 12.5% 12.3%

Medical claims growth P | 115% 11.5%
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JIAMAICA PUBLIC SERVICE COMPANY LIMITED

Notes to the Financial Statements (Continued)
December 31, 2005 -

13, Stated capital

Authorised:
Ordinary share capital:

115,733,000 Ordinary stook umits at no par vahie (2004: §0.50 gach)
30,000,000,000 Ordinary shares at no par value (2004 $0,50 each)

Cumulative Preference shares of no par value (2004: $2.00 each)
67,000 . 7% “B” shares ‘
66,500 5% “C” shares
1,049,000 5% D" shares
514,000 6% “E” shares

Jssued and fully paid:
Ordinary share capifal:
315,733,000 Ordinary stock units
21,512,462,000 Ordinary shares

Cummlative preference shares: .
420,000 7% “B” shares
‘66,50'0 504 “(C" ghares
680,000 5% “D” shares
300,000 6% “E” shares

£ [
8],8
OU‘[

157,867
11.583.930

11,741,797
340

133

1,360

600

2532

——

11744730

P0Z2
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157,867
10.756,231

Al e =

10,914,098
840
133
1,360
600

——————

2,933

 ———————

10917.001

The cumulative preference shares are pon-voting and are preferred only in respect of return of

capital and any dividends in arrears on a winding up.

The Companies Act (the Act) requires that all preference

ghares be includeg:l in the balance

cheet as part of stated capital with the return 10 preference shareholders, being dividends, paid
out of retained eamings, while TERS requirss qualifying preference ehares 1o be claseified a8

liabilities, with the return 10 preference ghareholders
charged in arriving at net profit or loss for the year.

preference share capital, such ghares have not been teclassified, and as such, th

compliance with the Act and TFRS.
14.

Share premimm

Tn mccordance with an
working capital injection of approximately

for as Share premivm Were transterred to stated capital i accordance wi

2004.

heing classifl
Due to the immateriality of issued

e comnpany i in .

ed as interest EXpEnse,

agreement between fhe two major shareholders of the compamy, @
$627.430,000 was requircd for the company to
achieve a prescribed working capital balance as at March 31, 2001, The amounis accounted

th the Companies Act,
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Notes to the Financial Statements (Continued)
December 31, 2009
15. Capital reserve ‘ ‘
' 2005 - 2004
_ 5000 $7000
Revaluation surplus, ot of deferred tex (7) 549392 8202907
Other rezerves (ii) - ‘ . ‘ 4,257 4,257
0,493,649 . 8,207,164
(i)  This represents the net surpluses arising on the revaluation of certain property, plant & -
equipment, net of deferred tax (see notes 18 and 23) and any surpluses arising in the
course of the company’s operations. Realised surpluses are transferred to Tetained
gartings. ‘ .
(i) Other reserves matérially comprise grants net of a past bonus issue of shares.
16. '(ugtomer deposits . _
: 2005 2004
$7000 $°000
Customer deposits for elcctricity service (1} C 1,242,481 1,196,444
 Customer advances for construetion (ii) ‘ 812,330 928,518
2,054 4962
(i) In general, the company requires a deposit from customers before providing service. The
deposit is refundable upon termination of service subject 10 certain conditions. Infercst
is paid anpually to customers and applied to their electricity accounts according 10 Tales
prescribed by the OUR (see note 2), which are broadly equivalent to rates applicable 10
savVings deposits. ' o
(i) Customer advances for construction relate o pon-interest-bearing deposits obtained by

the company in relation 1o construction projects being undertaken by potential
customers, These amounts are refundable subject to certain conditions.
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_ JTAMAICA PUBLIC SERVICE COMPANY LIMITEL -
Notés to the Financial Statements (Contimed)
December 31, 2005 ‘ -
17. Long-term Joans ' ‘
. o ' 2005 2004
£°000 £’ 000

( () RBTT Merchant Bank Limited (Trinidad & Tobago);
11.9% fixed rate, repayable 2006 [US5$80 million
. (2004: USF80 million)} - ,

(1) RETT Merchant Bank Limited (Trinidad & Tobago),

10.75% fixed rate, Tepayable 2006 [USH Us%51.4 million - | '
(2004: US§51 4 million)] 2317,869 3,166,025
(i) RBTT Merchant Bank Limited (Trinidad & Tobago).
129 fixed rate, Tepayable 2010 [US$18.2 million

(2004; U8§22.5 miltion))

5166512 - 4,930,064 .

e’

(b .
1,176,304 1,386,581

(i) RBTT Merchant Bank Limited (Trinidad & Tobago)
12% fixed rate, repayable 2011 [US$23.6 million ‘ .
(2004: US827.9 million)] ‘ 1,522,277 1,716,719
(i) Republic Bank Limited (Trinidad & Tobago),
10% fixed rate, repayable 2003 [USENL
(2004: US$118,000)] :

L

7,259

(ii) Republic Pank Limited (Trinidad & Tobago),
. 9.5%, repayable 7006 [US8$§254,000 ‘ ' '
(2004: 178%554,000)] ' . 16439 36,602
(d) Kreditanstalt fur Weiderandfoau of Franidurt/
Government of Jamaica (KFW/GOT), 7% fixed
rate, Tepayable 2030 [€3.9 million’ : o :
(2004: €3.9 million)] 296,670 323,637

(e) Intcrnational Finance Corporation (IFC) variable
rate, repayable 2015 [US$45 million. '
(2004: 115545 million)] - . 2606163 - 2,773,161

: @ Al Merchant Bank
R.75% fixed rate, Tepayable

2009 [USS6.5 million
(2004: USS8.1 miltion)] |

420296 501.326

14,822,530 14,841,374

5663107 14184703

Less: Current portion
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Notes to the Financial Statements (Continmed)

December 31, 2005

17. 1Lone-term liabilities cont’d

(2)

(b)

©

(@)

()

K

(&)

(D)&(ii) The principal repayments on these Joans are due in full in 2006, Interest is
payable quarterly in arrears from the date of initial disbursement of ¢ach Joan.
The loans are secured by the generating assefs of the company [see also notes

() and (g)). .

(i) This loan ig rf:payablr:'in T\Nanfy-eight quarterly instalments of US$1,071,429
which commenced June 2003. The loan is secured by the generating assets of
the company [see also noies (e) end (). : -

()  This loan is repayable in twenty-eight quarterly instalments of USE1,071,429
which eommenced July 2004, The loan is secured by the generating assets.of
. the company [see also noies (e) and (g)]. :

(i)  Thisloan was repayable in twelve quarterly instalments of 18%$120,835, which
' commenced May 2002; and was seoured by certain transport equipment of the
cOMpany. : : ' IR ‘

(ii) This loan was repayable in twelve quarterly instalments of UR$208,334,
commencing July 2003, and 18 secured by certain transport cquipment of the
company. Asa reault of an additional principal payment made in July 2005, -

ihe remaining balance of the loan is Tepayable in eight quarterly fnstalments of -
US$84,848 commencing October 2003, ‘

This loan is on-lent by the Government of Jamaica (GOT), and is subject to finalisation

of the formal on-lending agreement. Under the terms of the priginal agreetnent with

EFW the loan is repayable commencing in 2010 through 7030, Interest is payable

semi-annually in aITears.

“This loan is repayable m eighteen sermni-anmual ngtalments of 11852,500,000, which are

due to commence February 2007. The yariable interest Tate is based on TIBOR plus
7.5% per annum until February 2007 and a spread of 6% thereafier. As at December
31, 20035, the rate s0 determined was 11.56% (2004: 9.4%%). The loan is secured by the
asseis of the company, under a seurity sharing and sbordination agresment among '
TFC, RBTT Merchant Bank Limmited and RBTT Trust Limited.

"I'his loan is Tepayable i twenty quarterly instalments of 1US5406,750, which

commenced January 2005, and is secured by a registered 1" mortgage oVer the
company’ s property at Knutsford Boulevard, Kingston 5, Jamaica. .

 Under the loan agreements with RRTT Merchant Bark Limited and TFC, the company

is Tequired to maintain certain agreed financial ratios during the loan tenures..
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Notes to the Financial Statements {Continued)
December 31, 2003 '
18 Deferred taxation
Deferred tax assets and liabilities anse in respect of:
Balance at | E "~ Dalance at
Janary 1, Recognised Recognised December 31,
5005 imineome - inequity 2005
. £000 g000 - $°000 $°000
Employee bencfiis, net ( 413260 26919) - C( 68,245)
Accounts receivable 190,288 31,892 C- 222,180
Accounts payable and provisions- 135,463 8463 - 143,926
Unrealised foreign exchange losses 931,405 267,501 Lo 1,198,906
Property, plant & equipment - (4,544,458) 109,087  (1,061,01 1) (5,496,282)
Tax. value of lossss carried forward 1,801,419 (870.025) . - | 931,394 .
(1.527.209) (479.901)  ( 1,061,011) (3,068.121)

19,

20

Operating revenue

The company's TEvenuc arises materially from the supply of electricity services M
accordance with the Licence (see notes 1 and 2).

Disclogure of expenses/(income) and related party transactions

(g) ~ Operating profit wefore net finance cosis, other MCOmE, expenses and taxation is stated
after charging: ' ‘

[y

2005 2004
$°000 ~$°000
Directors’ o : : ‘
- Fees ' o ' 2442 . 2,329
- Emoluments ' _ o224 63,102
- Pensions to former managing directors - - 501 - 501
Staff costs ‘ 3,606,913 3,294,409
Compensation for key management ‘ ,
. Short term benefits - ‘ 249 728 277,810
- Post employment benefits , - 4,534 4,166
Andit fees (including GCT) ‘ 8,500 7,935

Depreciation and amortisation _ 2,531,646 _ 2263123

(t) The company Hag various ongoing iransactions with rclatgd-companies. "These include
the provision of technical support and related professional services and the acquisition of

specialised equipment and spare parts. These fransactions amounted 1o approximately
1JS$4.8 million {2004: USS6.6 million).

- All the above transactions Werc executed in the ordinary course of business and on terms
similar to arms length fransactions. - '
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December 31, 2009 .
91. Net fingnce costs
2005 2004
. $000 $°000
Interest expenses: o
Short-term loans : 447 B4R 78,677
L ong-term loans ‘ : I 1,294,960 1,687,544
Customer deposits L 122425 65,720
: Bank overdraft and other . ‘ ‘ 11,354 14,609
. Foreign exchange losses . _ 620,501 313,343
Tebt jssuance fees and expenses - ‘ 35,010 16,800
: 2,532,098 . 2,176,699
Less: Trterest ncome , (. 73,771) ( 131,196)

Tnterest capitalised during cunstuchon {note 10) (__48.962) (_ 68.332)

Interest income arises materially from treasury transactions entered into in the ordinary course
of business. . - ' '

22,  QOther income and expenses

(a) Other income cOmprises:

2005 2004
£000 £:000
Rental income . 22,134 - 26,757
Miscellaneous proceeds from serap ‘ e .
sales or other settlements S 143278 - 30,488
' 165,407 37,245
by Other eXpemsts'comprise: ‘
| 2005 2004
$000 £ 000
One-off expenses:
Redundancy costs _ ‘ - 652,445
Hurricane restoration costs ‘ g 86,770 _ 725354
, ‘ . 86,770 1,377,799
Loss on disposal of other property, plant & equipment - 194,616

86,770 - 1 'g'ig,;ug
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| | AMAICA PUBLIC SERVICE COMPANY LIVITED

Notes to the Financial Staternents (Continued)
December 31, 2005 .

23, Taxation

- () Taxation is compiied af_33]!3°/n of the company’s results for the year, adjusted for tax
purposes and COMPrises: T : ' .

2005 2004
~ §°000 . §°000
Current income tax EXpense o - - ' -
Deferred taxation o . :
Origination and reversal of temporary differences - (390,124) 29,557
Benefit of tax losses recognised i 870,025 (14,103)

479,901 | 15,452

There is no current taxation expense for the year as a Tesult of accumulated taxation
Josses from previous years. ' ) '

At December 31, 2003, taxation losses available for get-off against fufure taxable profiis,

subject to agreement by the Cormmissioner, Taxpayer Audit & Assessment, amounted 10 -
. approximatcly $2.8 bilkion (2004: $35.4 billion). o his April 2005 budget presentation,

the Minister of Finance and Planning announced that, instead of indefinitely, the carry

forward of tax losses would be restricted to five years, with effect from January 1, 2006.
Up to the Teporting date, enabling legisiation has not been passed into law.

(b) Reconciliation of tax expense:

2005 - 2004
5000 $7000
Profit/(loss) before taxation 1,926 056 (126.454)
| Computed “expected” tax @ 33'/3% | ' 642,018 . (42,151
Tax cffect of differences between profit/(loss) for : '
financia)l statements and tax reporting purposes
in respect of: : ‘
Tnvestment allowances ( 114,828) (104,752)
Foreign exchange losses : B ( 72,707) 46,528
Disallowed expenses and other items - _ 25418 115,826
Acfual tax eXpense 479901 _15452
Deferred tax charged directly te equity in o
relation to the revaluation of property, plant & - . '
equipment (see note 15 ) - (1.061,011) (931.280)
4. Loss per share/stock unit .
2005 2004
_ $000 ~ $000
Profit/(loss) for theyear \ T pae6155  ( 141,906)
Less: Preference dividends (note 25) (. 170) (176}
' ) 1445085  (__142.076)
Number of shares/stock units [shown in thousands (sec note 11 21828193 | 21.828.195 '

- Profit/(loss) per Shar;/stook unit 6.62¢ ‘ (0 5'5
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Nate%s to the Financial Statements (Continued)
Degember 31. 2005

25. . Dividends

2003
. - £000

; Ordinary dividends: : ' .

' Tnterim dividend paid-@ 0.0458 US¢ per share/stock unit 616,343
~ Interim dividend paid @ 0.0573 US¢ per sharefstock unit 777.968
, | - | | 1,394,811

Preference dividends: o
579, Cummlative preference shares (notes 13 and 24) . 170
: 1,364,981

P 029
28

- 2004
37000

Tn 20085, there were two interim dividend payments on ordinary shares, on April 8, 2005 and
Angust 5, 2005, The preference dividends were paid ona quarterly basis in both yeats.

26. Commifments
. (a) Capital:

Commitments for capital expenditure, for which no provision has been made in these
financial statements, amounted 10 approximately £234 million (2004 8407 mmillion).

it In addition 1o its commitments mder IPP contracts (note 4), the company had une::f:pimd

operating lease commitments at December 31, 2005 payable as follows:

2005

. ~ §'000
Within 1 yeat ‘ | 413,338
From 1-2 years : 413,058
From 2-3 years L 413,002
From 3-4 years ‘ _ . 11,250
From 4-5 yEears, . 10,828
Over 5 years o S _ - 346,125
‘ : _ —'—"—6

2004
$°000

482,701
482,701
482,701
404,516

12,100
354,379

P————

2.219,008

Lease payments under operating leases inelnding IPP contracts (pote 4) recognised in the
income statement far the year aggregated approximately 3,000 mmillion (2004: §2,862

million).
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Noﬁ;s to the Financial Statements (Continued)
ecember 31, 2005 .

27,  Contingent ligbilities

' The company was contingently Jiable at Decernber 31, 2005 in respect of various lawsuits
alleging damages. n thé majority of these 1awsuits, the outcome cannot e determined with
certainty at this time. However, &t Decersiber 31, 2005, a provision of 1$46.8 million (2004:
1.5 million) was made (sc¢ note 9) in accardance with the recommendation of the GOMpany’s
atlormeys. ‘ -

28. Financial instrurments
(a) Tinancial nsmument risks:

Exposurc fo financial jnstrument Tisk arises in. the ordinary cOUrse of the company’s
business. Derivative financial instraments aré not prescutly used to reduce exposure to
fluctuations in interest and foreign exchange rates, :

(i) Creditnsk

Credit rigk is the risk that one party to & financial instrument will fail to discharge
an obligation and cause the other party 1o ineur a financial loss.

The company’s credit Tisk relates }ﬁﬁmarﬂy to accounts receivable, which is stated
net of an allowance for doubtfitl balances. '

As part of its management of credit Tisk, the company Tequires account deposits
from ceriain custormers. Additionally, management has processes in‘place for the
prompt discommection of services 1o, and Tecovery of amounts owed by, defaulting
cHEtOmETE. ' : ‘

At December 31, 2005, the company had gignificant concentrations of oredit Tisk n
respect of amounts receivable from the Government of Jamaica and its affiliates
aggregating $740 million (2004: $769 million).

(ii) Imterestraterisk: -

Tmterest rate rigk is the risk that the valuc of a financial instnument will fluctuate
due to changes in market interest Tates. ‘ :

The company materially contracts financial liabilities at fixed and floating interest
rates. These primarily rclate to bank overdrafis, customer deposits, certain trade
payables and loans subject to interest rates fixed in advance, which may be varied
by appropriate notice by the lenders.

The maturity profiles of the company’s long-term 1oan liabilities are disclosed In
note 17. - :
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" ' AMAICA PUBLIC SERVICE COMPANY LIMITED

Notes to the Financial Statements (Continued)

December 31, 2005

78 TFinancial ingtruments (cont’d)

(lil) Foreign currency tigk:

(iv)

Foreign cwrency risk is the risk fhat the value of a financial instrument will
fluctuate due to changes in foreign cxchange 1aies, ‘

The company incurs foreign currency risk primatily on purchages and borrowings

that are denominated in & currency other than the Jamaica dollar. The CuITEncies

giving Tise to foreign currency rigk are the United States dollar (US$) and Eure (€).
The sk is partially mitigated by the effect of exchange Tate adjugtments under the
company’s taniff stracture (sce note 2). S :

The table below shows the cornparty’s forelgn currency exposure, &t balance sheet
date: ‘ ' ‘ ‘

2003 ' ' ' 2004

Uss € B uss e i
Fo00 5000 £000 $000 5000 $1000
Cash and cash cquivalents 12,867 £30,069 21,345 .- 1,303,103
Aceounis payable ( 38.685) (1,146) ( 2.585974)  (33,3°1) ( 637 (2,120,790)
Related companies ( 330 ( 34228 ( 1 009} - {  62,180)
Short-term loans { 22,000) (1420790 ( 3.16m) - 195,172)
Long-term loans (224923) (3.879) (14.872513) = (225 576) (3.879) (14.841374)
| | mzn GR9 (AURSD (8D G0 (56D
Exchange rates (JS) - p4.58 2648 61,63  Bidd

Liguidity risk:

Liquidity risk, also referred 1o as funding risk, is the risk that the company witl
encounter difficulty in reising finds to meet comumitments associated with
fnancia) instruments. Liquidity risk may cesult from an inability to scll @ financial
asget quickly at, or closc 1o, its fair value. Prudent liguidity misk management
implies maintaining sufficient cash and marketable securities, and the availability
of funding through an adequate amount of commitied credit facilities. The
management of the company, in conjunction with its yltimate holding company,
aims at maintaining flexibility in funding by keeping lines of funding svailable a8

. well as by acquiring and maintaining prudent cash resources in appropriate

CUITEnCies,

 The company’s pritnary EXposute to liguidity risk relates to RBTT Merchant Bank

Limited (Trinidad & Tobago), loans due full in 2006 [mote 17 (2)() & Gl
Management is in active discussions to Tefinance or replace this financing on terms
ot least as advantageous as currently exist.

P. 031
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Notes to the Financial Statements (Continued)

December 31, 2005

28.

Financial instruments (cont’d)

(a) Financial instruments risk (cont’d): '
(v) Market risk:

Market rigk is the risk that the value of & finamcial instrument will fluctuate as a
vesult of changes in market prices whether those changes are cansed by factors

gpecific to the individual security or its issuer, or factors affecting all sccurities
traded in the market. |

At December 31, 2003, the company has no significant exposure 10 market Tisk.
(vi} Cash flow risk:

Cash flow risk iz the risk that future cash flows associated with & monetary
finanejal instrument will fluctuate in amommt, The company ImMANZECE this risk
through budgetary measures, ensuring, as far as possible, that fluctuations in cash
flows relating to monetary financial assets and Habilities are matched, to mitigate
any significant adverse cash flows. '

(b) Tair value disclosure:

(i)  The amounts reflecied in the financial statements for cash and cesh equivalents,
accounts Teceivable, related party balances, accounts payable, short-term lpans and
customer deposits for electricity service are assumed to approximate to their fair
values. Long-term liabilities are stated at contracted settlement values which are
considered to be broadly eguivalent to fajr value. Additionally, the cost of all
menetary assets and liabilities has been appropriately adjusted to reficet estimated
losses on Tealisation or discounts on setilement.

(i) The feir value of refimdable customer advances canmot practically be determined,
as payment dates and amounts are not determinable. '

Subsequent event

On Jenuary 12, 2006, the company entered into an agreement with Jamaica Energy Partners for

expanded supply of generation capacity and energy output for an initial period coterminous
with the pre-cxisting agreement (note 4).
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JAMAICA PUBLIC SERVICE COMEPANY

Operating & Maintenance, Selling, General-and Administrative Expenses |

VYear ended December 31, 2005

 Gglarjes and other payroll costs
. Advertising and promotional eXpenses
- Audit fees and €Xpenscs
Bad dcbt expense
Collection agencies COMImISsion
Conmunication license fees
 Flectricity ‘ ‘
Fleet rental and maintenance costs
. Fuel and lubricants
- Haulage, rental and transporiation
' Tnjuries damages and settiements
 Insurance EXpenses
TDF management fecs
Legal and professional fees '
Miscellaneous EXpenscs
Office rental and operating lease costs
Office supplies
Other office eXpenses
Postage _
Public relations &nd sponsorship,
Regulatory fees
Repairs and mmaintenance expenses:
- Building '
_ Electrical & mechameal spares
- T&D equipment
Other general supplies and repairs
Qafety expenses
Security expenses
S oftware EXpENEes
Stamp duties
Telephone
Third party contracted Services
‘Water
Water treatment €Xpenses

e ——

3,606,913
41209
11,131

210,786
89,867
15,600

119,883

388,836
78,959

2,267
21,120
343,795

14,082
32,451

37,700
24,434
%4 691
44,521

65,297

78,592
312,344
139,237

25,772

29,588
133,747

49,009

11,281
109,640

1,094,602

34,679

84,121

—_————

7,336,154

P34

3,294,409
53,704
8,797
134,349
63,076
15,797
103,721
365,735
54,474
R484 .
41,255
405,942
18,661
a7 711
32,173
18,201
. 45,012
29,066
72,341
30,793
50,859

56,775
318,073
145,378

16,093
19,348 .
117,319
69,228
4.371
68,251
814,193
24,693
72301

s

6.605,588
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