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Bahamas Electricity Corporation Annual Report 2001

Financial Highlights

At A Glance

Description 2001 2000 % Change
Electricity Sales Income 238,142,000 215,837,000 10.3
Fuel Cost 103,643,000 83,874,000 (23.6)
Total Other Operating Cost 105,670,000 97,262,000 (8.6)
Operating Profit 28,829,000 34,701,000 (16.9)
Profit After Non-Operating Income 17,784,000 29,303,000 (39.3)
Kilowatt Hours Sold 1,146,957,695  1,078,382,000 6.4
Total Number of Active Customers 80,987 78,478 3.2
Average Annual Usage Per Customer (kwh) 14,162 13,741 3.1
Total Generating Capacity (MW) 372.5 360 3.4
Fixed Assets Net of Depreciation 431,183,000 413,614,000 4.2

Ten Year Statistical Summary

Description 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
Installed Generation Capacity 263.9 267.2 265 266.8 292.3 305.3 359.6 360 360 3725
Maximum System Demand: New Providerid.5 128.5 127.0 137.0 140.5 150.0 166.5 174.0 183.0 193.5
Units Generated (000,000 Kwh) 832 874 923 949 978 1,030 1,130 1,219 1,281 1,343
Units Sold (000,000 Kwh):
Domestic 282 264 307 318 329 349 392 401 450 a77
Commercial & Industrial 436 466 489 506 511 531 556 661 628 669
Total Units: 718 730 796 824 840 880 948 1,062 1,078 1,146
Revenue From Sales of Electricity ($000016,084 114,947 129,493 141,236 153,065 162,722 163,165 176,076 215,837 238,142
Number of Consumers 60,260 63,408 62,870 65,141 68,409 71,640 79,820 93,606 95871 95,871
Number of Employees 1,062 1,057 1,037 1,022 965 1,010 1,002 999 979 1,005
Balance Sheet Summary ($000)
Fixed Assets Less Depreciation 257,870 263,414 260,823 263,757 266,024 305,393 359,622 392,747 413,614 431,183
Long Term Receivable - - - - 26,693 22,417 18,417 14,424 10,417 7,555
Other Receivables - - - - 1,718 3,835 4,881 6,693 6,835 7178
Investment - - - 2,000 2,000 2,000 2,000 2,000 2,000 15,800
Goodwill - - - - - - - - 735 588
Net Current Assets (Liabilities) 30,177 40,962 47,301 36,078 2,649 (12,137) 4,746 1,575 2,826 2,575
Net Assets 288,047 304,376 308,124 301,835 299,084 321,508 389,666 417,439 436,427 464,879
Financed by:
Internal Resources ($000)
Ordinary Stock 10,550 10,550 10,550 10,550 10,550 10,550 10,550 10,550 10,550 10,550
Retained Earnings 102,231 112,078 117,471 119,817 136,077 148,624 168,917 186,930 215,600 232,751
Investment Valuation Reserve - - - - - - - - - 13,800
Total Internal Resources 112,781 122,628 128,021 130,367 146,627 159,174 179,467 197,480 226,150 257,101
External Resources ($000)
Long-Term Debt 160,079 166,352 160,268 151,429 136,201 137,169 185,285 189,730 176,450 164,653
Consumer Deposits 13,638 14,323 14,871 15,336 16,089 17,664 19,537 21,045 22,263 24,257
Contribution in aid of Construction 1,549 1,073 4,964 4,703 167 7,501 5,377 9,184 11,564 18,868
Total External Resources 175,266 181,748 180,103 171,468 152,457 162,334 210,199 219,959 210,277 207,778
Total Resources ($000) 288,047 304,376 308,124 301,835 299,084 321,508 389,666 417,439 436,427 464,879




From the Chairman of the Board

For the Bahamas Electricity Corporation, the year 2001
was one of continued progress. We measure this progress
by our ability to do our jobs in such a way that our customers
constantly experience improvements in the quality of service
we give. In both New Providence and the Family Islands,
many projects were undertaken which will improve the security
of the systems and hence the quality of supply to our customers.
The relocation of the Customer Service Section in New
Providence to a newly acquired area in the Marathon Mall

has meant an improved facility for the comfort of both our staff
and customers while conducting their business with the
Corporation. The move has facilitated the relocation of the Action
Line which deals with consumer complaints on a fast track basis,
and monitors performance until the issue is satisfactorily resolved. This
operates to ensure that we maintain a strong customer focus.

Significant investments in both power system infrastructure and the physical plant were made.
To cater for steady load growth in New Providence, the planned addition of a new 30 megawatt
(MW) slow speed diesel engine generator at the Clifton Pier Power Station was commissioned.
Preparatory work on the extension of transmission and distribution networks was also begun. Constructior
work on the Big Pond Redevelopment Project commenced with the stripping down of the old power
station building in preparation for the new construction work. This project, which cost some $10 million,
is being carried out to provide office accommodation for all Field Operations staff and involves the
refurbishment of the old power house for conversion into office accommodations. Associated satellite
workshops are also being constructed.

In the Family Islands, the expansion of the generation facility at Marsh Harbour Power Station
involving the addition of two new 4.4 MW medium speed diesel generators was successfully completed
in April, 2001, while in Exuma, the construction of the 34.5 kilovolt (kV) lines from the power station
to Emerald Bay Development was ongoing. Emerald Bay Development has been the largest customer
driven project on that island.

The acquisition of the Treasure Cay Power System which, until September, 2000 was part of
the Abaco Utility Ltd., was completed. This acquisition a uniform rate for power usage throughout
Abaco.

There were challenges which tested the resourcefulness of the Corporation. These challenges
were, however, successfully met. Early in the year, our main power station at Clifton Pier suffered fire
incidents involving several of our base-load machines which resulted in extensive outages for those
machines. This notwithstanding, we were able to supply power to our customers with a minimum of
load shedding during the period. Volatility in the price of fuel oil added to the challenged.

The cost of electricity for consumers rose sharply because during the year, average fuel prices
more than doubled the 2000 figures. The average cost of electricity for consumers rose in response
to the sharp increase in the average fuel prices which more than doubled the 2000 figures. The fuel
surcharge which determined by the world demand and supply conditions for oil, remained positive
and high during the period. This was the main cause of the very high cost of electricity noticed by



consumers on their electricity bills.

Whilst we had little or no control over the fuel prices, we were able to put in place controls
which cooperate to soften the full impact of the fuel prices on the cost of our operation. Greater emphasis
was placed on the merit order dispatch of generating plants to reduce fuel use through greater fuel
efficiency. The Corporation also instituted a number of policy and operational measures including
streamlined budgets and tighter control on operating costs.

Electricity Sales Income for New Providence was $208.15 Million more than the 185.99
Million recorded last year. In the Family Islands, the Sales Income rose from $29.85 Million to $33.28
Million. Overall, income from sales of electricity rose from $215.84 Million for 2000 to $238.14
Million for 2001. Of this amount, the fuel surcharge component was $40.76 Million and since this is
merely a pass through of fuel costs, a significant portion of the revenue did not go toward enhancing
profitability.

The growth in electricity demand in New Providence was moderate. The number of units
generated totalled 1,150,792 megawatt-hours (MW) or 3.06 percent more than 1,114,383.85 mwh
generated the previous year. Maximum demand was 193.95 me representing a 5.98 percent increase
over the previous year, while the installed generation capacity remained at 279 MW. In the Family
Islands, the combined units generated rose from 166,705.98 mwh in 2000 to 178,482 mwh in 2001.
The average Peak Demand was 43.5 compared with 39.6 MW the previous year. The installed
generation capacity increased from 79.12 MW for 2000 to 88.97 MW for 2001.

Load forecast projections indicate moderate growth for electricity demand in the immediate
future. Greater emphasis will be placed on ensuring that the generation and distribution plants are
efficiently maintained while the introduction of any additional capacity will be properly timed to meet
any step-demand for electricity.

Our commitment to training and the development of our community remain paramount. During
the year, some 262 employees participated in training opportunities made available by the Corporation
at a cost of over $1.5 Million. By the end of the year, the Salary Administration Study for the Senior
Staff was completed and an agreement was reached between BEC and the Bahamas Electrical Utility
Managerial Union for a new five year contract. Support for the continuing development of our community
included continuing sponsorship of the NationOs highly successful Technical Cadet Programme for hig
school students. We also spent some $15,000 in man hours on miscellaneous community service
projects which ranged from maintaining recreational parks and facilities lighting to installation of
Christmas lights and decorations for government and non-governmental organizations.

J. BARRIE FARRINGTON, CBE
CHAIRMAN
BOARD OF DIRECTORS
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Where the
Dollar Came From

Value
($,000) %age

N.P. Residential 80,435
N.P. Industrial

and Commercial 124,401

Misc. Income 2,431 1.01
Exchange Gain 1,218 0.50
\Jotals 241,791 100.00 |
¢

Where the

Dollar Went

Value
($,000)

103,643
Operation, Maintenance &
Administrative Expenses34,609  34.99

Interest 33,306  13.77
Exchange Loss - 0.00|
Net Income 17,784 7.36
(Totals 241,791 100.00]
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INDEPENDENT AUDITORSO REPORT

To the Board of Directors of
The Bahamas Electricity Corporation:

We have audited the accompanying balance sheet of the Bahamas Electricity Corporation (the
OCorporationO) as of September 30, 2001, and the related statements of income, changes in equity
and cash flows for the year then ended. These financial statements are the responsibility of the
CorporationOs management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with International Standards on Auditing. Those Standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

In our opinion, the financial statements present fairly, in all material respects, the financial position
of the Corporation as of September 30, 2001, and the results of its operations and its cash flows
for the year then ended in accordance with International Accounting Standards.

Nassau, Bahamas
May 31, 2002



BAHAMAS ELECTRICITY CORPORATION

BALANCE SHEET
SEPTEMBER 30, 2001

(Expressed in thousands of Bahamian 00| a1rS) s

ASSETS

CURRENT ASSETS:
Cash
Accounts receivable - Private sector (Note 4)
Electricity accounts receivable - Government

Corporations and Departments (Note 5)

Estimated unbilled revenue
Fuel surcharge recoverable
Inventories (Note 6)
Rechargeable work-in progress
Prepayments and other assets

NON-CURRENT ASSETS:

Property, plant and equipment (Note 7)

Other accounts receivable - Government
Corporations and Departments (Note 5)

Long-term receivable - Government Corporations
and Departments (Notes 5 and 8)

Investment in securities (Note 9)

Goodwill (Note 10)

TOTAL

See notes to financial statements.

2001 2000
$ 1,331 $ 1,074
35,154 31,024
32,341 24,043
16,349 15,763
1,320 7,300
22,672 23,035
1,152 1,254
4,882 6,766
115,201 110,259
431,183 413,614
7,178 6,835
7,555 10,417
15,800 2,000
588 735
462,304 433,601
$ 577,505 $ 543,860
(Continued)



BAHAMAS ELECTRICITY CORPORATION

BALANCE SHEET
SEPTEMBER 30, 2001

(Expressed in thousands of Bahamian 00! Q1S s

LIABILITIES AND INTEREST OF EQUITYHOLDER

CURRENT LIABILITIES:
Bank overdrafts (Note 11)
Demand bank loans (Note 12)
Accounts payable and accrued charges (Note 14)
Accrued dividends (Note 15)
Current portion of long-term debt (Note 13)
Pension plan benefit obligations (Note 22)

NON-CURRENT LIABILITIES:
Long-term debt, less current portion (Note 13)
Customers' deposits (Note 16)
Contributions in aid of construction

INTEREST OF EQUITYHOLDER
BAHAMAS GOVERNMENT:
Contributed capital
Investment valuation reserve (Note 17)
Retained earnings

TOTAL

See notes to financial statements.
Approved on behalf of the Board:

2001

2000

$ 19,864 $ 11,857

7,000 7,000
64,965 68,339
633 633
17,406 18,225
2,758 1,379
112,626 107,433
164,653 176,450
24,257 22,263
18,868 11,564
207,778 210,277
10,550 10,550
13,800 -
232,751 215,600
257,101 226,150

$ 577,505 $ 543,860

(Concluded)

Chairman

General Manager

Chief Financial Officer



BAHAMAS ELECTRICITY CORPORATION

STATEMENT OF INCOME
FOR THE YEAR ENDED SEPTEMBER 30, 2001
(Expressed in thousands of Bahamian dollars) mss—

2001 2000
REVENUE:
Sale of electricity (Note 18) $ 238,142 $ 215,837
OPERATING EXPENSES:
Fuel used for generation of electricity (Note 19) 103,643 83,874
Operation, maintenance and administrative (Note 20) 84,609 76,324
Depreciation (Note 7) 20,914 20,938
Amortization of goodwill (Note 10) 147 -
209,313 181,136
OPERATING INCOME 28,829 34,701
INTEREST AND OTHER EXPENSES (INCOME):
Interest on long-term debt 13,859 11,957
Other income (1,813) (2,266)
Exchange gain (1,218) (4,616)
Other interest 835 743
Dividend income (600) (420)
Gain on sale of plant and equipment (18) -
11,045 5,398
NET INCOME $ 17,784 $ 29,303

See notes to financial statements.



BAHAMAS ELECTRICITY CORPORATION

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED SEPTEMBER 30, 2001
(Expressed in thousands of Bahamian dollars) s

Investment
Contributed Revaluation Retained
Capital Reserve Earnings Total

$ 186,930 $ 197,480

Balance at September 30, 1999 $ 10,550 $

Net income - - 29,303 29,303
Dividends (Note 15) - - (633) (633)
Balance at September 30, 2000 10,550 - 215,600 226,150

Changes of opening balance due to
implementation of IAS 39 (Note 2) - 14,160 - 14,160

Restated balance at October 1, 2000 10,550 14,160 215,600 240,310
Net income - - 17,784 17,784

Decrease in fair value of available
for-sale investment (Note 9) - (360) - (360)

Dividends (Note 15) - - (633) (633)

Balance at September 30, 2001 $ 10550 $ 13,800 $ 232,751 $ 257,101

See notes to financial statements.



BAHAMAS ELECTRICITY CORPORATION

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED SEPTEMBER 30, 2001

(Expressed in thousands of Bahamian dollars) mss————

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income
Items not involving cash:
Amortization of goodwiill
Depreciation
Exchange gain
Gain on sale of plant and equipment
Changes in operating working capital (Note 21)

CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisition of property, plant and equipment
Proceeds from disposal of plant and equipment
Goodwill on acquisition
Increase in other accounts receivable-Government

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from long-term borrowings
Decrease in long-term receivables
Contributions in aid of construction
Repayment of long-term borrowings
Dividends

NET (DECREASE) INCREASE IN CASH POSITION
CASH POSITION, BEGINNING OF YEAR

CASH POSITION, END OF YEAR

REPRESENTED BY:
Cash
Bank overdrafts

See notes to financial statements.

2001 2000
$ 17,784 $ 29,303
147 -
20,914 20,938
(1,218) (4,616)
(18) -
(1,824) 3,410
35,785 49,035
(40,289)  (44,894)
18
- (735)
(343) (142)
(40,614)  (45,771)
5,943 9,870
- 4,007
9,110 5,469
(17,341)  (17,528)
(633) (633)
(2,921) 1,185
(7,750) 4,449
(10,783)  (15,232)
$ (18,533) $ (10,783)
$ 1,331 $ 1,074
(19,864)  (11,857)
$ (18,533) $ (10,783)




BAHAMAS ELECTRICITY CORPORATION

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2001
(Expressed in thousands of Bahamian dollars) msssss———ssssss—

1. GENERAL

Bahamas Electricity Corporation (Othe CorporationQ) is incorporated under the laws of the
Commonwealth of The Bahamas in accordance with the provisions of The Electricity Act of
1956, as amended.

The Corporation is the provider of electricity for consumption on most islands throughout the
Commonwealth of The Bahamas. The number of staff employed by the Corporation is 1,005
(2000: 979).

2. ADOPTION OF INTERNATIONAL ACCOUNTING STANDARDS

IAS 39 Financial Instruments

IAS 39 establish principles for recognizing, measuring and disclosing information about financial
instruments in the financial statement of the Corporation. The financial effects of adopting
IAS 39 are reported in the statements of changes in equity.

As a result of the adoption of this standard the Corporation now classifies its investment
securities as securities available-for-sale. Securities available-for-sale represents equity
investments that are intended to be held for an indefinite period of time. Such securities are
initially recorded at cost, which approximates the fair value of the consideration given, and
subsequently measured at fair value, with such remeasurement included in the investment
revaluation reserve. The determination of fair value of the CorporationOs investments is based
on quoted bid prices or, if unavailable, on the estimate of experts.

As a result of the changes described above, the Corporation has determined the transitional
gain recognized from the revaluation of the investment in securities categorized as available-
for-sale at $14,160. This amount is recognized directly in equity and adjusted annually by
increases or decreases in the carrying value of the investment.

IAS 19 Employee Benefits .
Under IAS 19 (Revised 1998), the cost of providing retirement benefits under the CorporationOs
Odefined benefitO retirement benefit plan is determined using the projected unit credit method,
with actuarial valuations being carried out each balance sheet date.

As a result of the changes described above, the Corporation has determined the transitional
liability for its defined benefit plan at the date of adoption of IAS 19 (Revised 1998) as $6.9
million. The Corporation has elected to amortize this liability on a straight-line basis over five
years from the date of adoption.



3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a)

b)

d)

f)

9)

h)

Basis of Accounting B These financial statements are prepared in accordance with International
Accounting Standards and are expressed in thousands of Bahamian dollars. The preparation
of these financial statements requires management to make estimates and assumptions that
affect the reported amounts and disclosures in the financial statements. Actual results could
differ from those estimates.

Cash b Cash consists of cash on hand and balances with banks, less bank overdrafts.

Accounts Receivable B Private Sector B The private sector provision for uncollectible
electricity accounts receivable is calculated as follows:

i) Accounts receivable over 90 days B 100%

0)} Accounts receivable 60 B 90 days b 10%

i) The total provision against i) and ii) above is reduced by 30% as an estimate for all
customer deposits held

Additionally, electricity accounts receivable for large commercial customers and other
receivables are reviewed periodically by credit personnel and senior management to determine
whether specific provisions are required. Factors such as the financial strength of such
customers and payment history are considered in determining the necessary provisions.

Accounts Receivable B Government Corporations and Departments b It is the policy of the
Corporation not to make provisions against any outstanding receivables from Government
Corporations and Departments.

Estimated unbilled revenue B Estimated unbilled revenue is utility services provided, but
not yet billed to customers for the month of September. Utility service billings are based
on meter readings used to determine usage on a cycle basis (i.e., readings are made at
different times of the month for different groups of customers).

Fuel surcharge recoverable B The Corporation is entitled to recover from consumers any
increase in the cost of fuel, over a set base cost price. These costs are recovered in subsequent
periods, in the form of a surcharge on consumer billings.

Inventories B Fuel inventory is stated at cost which is determined on a first-in, first-out
basis. Stores inventory is stated at average cost less a specific provision for obsolete items,
as determined by management.

Work-in-Progress B Capital work-in-progress is stated at cost which includes, where
appropriate, labour costs and an allocation of overhead. Depreciation charges are deferred
on capital work-in-progress until project completion, at which time such assets are transferred
to specific categories of property, plant and equipment.

Included in capital-work-in-progress is OContract work-in-progressO which represents work
performed at the request of or for the benefit of customers and is stated at cost, less amounts
contributed by them. Profits and losses arising from such contracts are included under other
income and are not recognized until the contracts are substantially completed.

Property, Plant and Equipment B Property, plant and equipment are stated at cost less
accumulated depreciation. Cost includes, where appropriate, labour costs of the CorporationOs
employees and an allocation of overhead.

Contributions in aid of construction are amounts received from customers as a contribution



j)

K)

towards the cost of installing transmission and distribution equipment. Transmission and
distribution equipment includes mains and services, meters and transformers, and switchgear.
Title to the equipment for which contributions are received remains with the Corporation.
Contributions in aid of construction received with respect to incomplete projects are reported
in the balance sheet as non-current liabilities.

Depreciation is calculated on the straight-line basis over the estimated useful lives of the
related assets as follows:

Buildings and structures 5D 40 years
Generating plant and machinery 3D 25 years
Transmission and distribution equipment 25 years
Tools, instruments and equipment 8 b 25 years
Vehicles and mobile plant 2 b 10 years
Furniture and fittings D office and residential 2 b 10 years
Computer hardware and office equipment 3D 7years
Computer software 1D 3years

Repairs and maintenance are charged to operating expense, and major improvements are
capitalised.

Interest is capitalised during the construction phase of major projects. The capitalised
interest is recorded as part of the asset to which it relates and is amortised over the estimated
useful life of the asset. For the year ended September 30, 2001, interest of $363 thousand
was capitalized (2000 - $3 thousand).

Sale of electricity B Customers are billed monthly for electricity consumed on a cyclical
basis. Sale of electricity includes the estimated billing value of services rendered from the
last meter reading until the end of the financial year, and fuel cost recoverable but not billed
to consumers as at the year-end.

Investment in securities B Investments in securities are classified as available-for-sale and
are measured at subsequent reporting dates at fair value. Unrealized gains and losses for
the year are included in the Investment Revaluation Reserve.

Retirement benefit costs B For defined benefit retirement benefit plans, the cost of providing
benefits is determined using the projected unit credit method, with actuarial valuations being
carried out at each balance sheet date. Actuarial gains and losses which exceed 10% of the
greater of the present value of the CorporationOs pension obligations and the fair value of
plan assets are amortized over the expected average remaining working lives of the
participating employees. Past service cost is recognized immediately to the extent that the
benefits are already vested, and otherwise is amortized on a straight-line basis over the
average period until the amended benefits become vested.

The amount recognized in the balance sheet represents the present value of the defined
benefit obligation as adjusted for unrecognized actuarial gains and losses, any unrecognized
past service costs and is reduced by the fair value of plan assets. Any asset resulting from
this calculation is limited to unrecognized actuarial losses and past service cost, plus the
present value of available refunds and reductions in future contributions to the plan.

m) Goodwill B Goodwill arising on the purchase of Treasure Cay Utilities Company is being

amortized over a five-year period on a straight-line basis from October 1, 2000.
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n) Foreign Currency Translation B Assets and liabilities in currencies other than Bahamian
dollars are translated at the rates of exchange prevailing at the year-end. Income and expense
items in currencies other than Bahamian dollars are translated at rates of exchange prevailing
at the date of transaction. Gains and losses arising from translation are recorded in the
statement of income.

0) Borrowing Costs B Borrowing costs directly attributable to long-term projects are added
the cost of those assets, until such time as the assets are completed and ready for their
intended use.

All other borrowing costs are recognized in net profit or loss in the period in which they
are incurred.

. ACCOUNTS RECEIVABLE b PRIVATE SECTOR 2001 2000
Sale of electricity, less provision for doubtful debts
of $14,411 (2000 - $12,488) $ 32,345 $ 28,931
Other receivables, less provision for doubtful debts
of $3,390 (2000 - $3,390) 2,809 2,093

$ 35154 $ 31,024

. ACCOUNTS RECEIVABLE B GOVERNMENT CORPORATIONS

AND DEPARTMENTS 2001 2000
Sale of electricity, less receipts under government

liquidation plan - current portion $ 32,341 $ 24,043
Long-term receivable 7,555 10,417
Other accounts receivable 7,178 6,835

$ 47,074 $ 41,295

Based on an agreement drafted in December 1997, retroactive to July 1997, Government
Departments were to pay the flat amount of $750 thousand per month ($9 million per annum),
now reduced to $560 thousand per month ($6.72 million per annum) against the current portion
of accounts receivable. Government Corporations were excluded from this agreement. During
the year, total payments of $2.8 million (2000: $6.8 million) was received from Government
Departments in connection with the long-term receivable.

Other accounts receivable B Government Corporations and Departments of $7.2 million (2000:
$6.8 million) are comprised of non-electricity amounts due from the Government for various
capital projects.



6. INVENTORIES

Stores

Provision for obsolescence

Fuel

7. PROPERTY, PLANT AND EQUIPMENT

Disposals

COST:

Land & buildings

Generating plant &
machinery

Transmission &
distribution equipment

Vehicles & mobile plant

Furniture & fittings

Computer & office
equipment

Capital work-in-progress

$ -

(298)

(389)

$  (687)

Depreciation

Disposals
& transfers

ACCUMULATED
DEPRECIATION:
Land & buildings
Generating plant &
machinery
Transmission &
distribution equipment
Vehicles & mobile plant
Furniture & fittings
Computer & office
equipment
Capital work-in-progress

&
1

(298)

(389)

$ 20,914

$  (687)

$ 24,152 $ 23,295

$ 22672 $ 23,035

Contributions

$ 24345 $ 25,798 $ 28,292

$ 245,602 $431,183 $ 413,614
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8. LONG-TERM RECEIVABLES B GOVERNMENT CORPORATIONS AND
DEPARTMENTS

On September 10, 1996, the Corporation and the Bahamas Government established a plan to
liquidate arrears from Government Departments for sale of electricity. Under this arrangement,
the Bahamas Government was to make an initial payment of $8.8 million to be settled by
offsetting dividends payable of $3.8 million and import duties payable of $4.03 million. The
balance of $970 thousand was received during the fiscal year 1997.

Additionally, the plan provided for the Bahamas Government to make an annual payment of
$4 million over a period of 6 years ending in September 2001. At the year end, $7,555 was

still outstanding and negotiations to recover this balance is continuing. This payment was to
be offset by the annual dividend of $633 thousand.

. INVESTMENT IN SECURITIES

The Corporation owns 10% of the common shares in Cable Bahamas Ltd., a company incorporated
under the laws of the Commonwealth of The Bahamas. The Corporation does not exercise
significant influence over the investee and recognizes this investment in securities as an available-
for-sale financial asset. The initial cost of this investment was $2 million. The market value

of this investment at September 30, 2001 is $15.8 million (2000 - $16.16 million).

Movement in this investment balance is as follows:
Balance at October 1, 2000

- as originally stated at cost $ 2,000
- adjustment to reflect adoption of IAS 39 (see Note 2) 14,160
- as restated at fair value at October 1, 2000 16,160
Decrease in fair value for the year (360)
Balance at September 30, 2001 $ 15,800

Based on the fact that there is a limited market for these shares, the total proceeds may differ
from the quoted market value of the shares if the Corporation were to dispose of all of its shares.

The two companies hayve entered into an agreement whereby Cable Bahamas Ltd. pays for the
use of the CorporationOs available poles, conduits and other support structures for the purpose
of transmitting its cable television broadcasts. Included in other income is $199 thousand
(2000: $199 thousand) representing income earned as a result of this agreement.

10. GOODWILL

During the prior year the Corporation finalized the purchase of the Treasure Cay Utilities
Company for $1.8 million. The fair value of assets acquired exceeded the carrying value thereby
giving rise to goodwill in the amount of $735 thousand.

The amortization on goodwill for the year amounted to $147 thousand (2000: $Nil).



11. BANK OVERDRAFTS

Bank overdrafts include a line of credit in the amount of $8.0 million with the Bank of Nova
Scotia. This facility incurs interest at 6.75% per annum. A temporary extension above the line
of credit was approved by the Board of Directors and agreed to by the Bank of Nova Scotia.
Bank overdrafts also include a revolving credit facility in the amount of £900 thousand with
Crown Agents Financial Services Limited, who acts on behalf of the Corporation as purchasing
agents in the United Kingdom. This facility incurs interest at the annual rate of 1.50% plus
LIBOR (London Inter-Bank Offering Rate).

12. DEMAND BANK LOANS

This balance is comprised of the following:

a. A $2 million term loan denominated in Bahamian dollars from the Bank of The Bahamas
Limited. The loan is payable on demand and bears interest at Bahamian prime plus 0.75%
(2000: 0.75%) per annum. Interest is paid on a monthly basis.

b. A $3 million term loan denominated in Bahamian dollars from the Bank of The Bahamas
Limited. The loan is payable on demand and bears interest at Bahamian prime plus 1%
(2000: 1%) per annum. Interest is paid on a monthly basis.

c. A $2 million term loan denominated in Bahamian dollars from the Bank of The Bahamas.
The loan is payable on demand and bears interest at Bahamian prime plus 0.50% (2000:
0.50%) per annum. Interest is paid on a monthly basis.

Bahamian prime at September 30, 2001 was 6% (September 30, 2000: 6%).

13. LONG-TERM DEBT
Long-term debt comprises:

National Insurance Board

European Investment Bank
- ECUs 9.1 million

European Investment Bank
- ECUs 20 million

Inter-American Development Bank
- Loan No. 560

Inter-American Development Bank
- Loan No. 659

Inter-American Development Bank
- Loan No. 660

Inter-American Development Bank
- Loan No. 964

Bank of Nova Scotia (US $6 million)

Bank of Nova Scotia (US $5 million)

European Economic Community

Canadian Imperial Bank of Commerce
Consortium of banks

2001 2000

Current Current

Maturities Long-term Maturities Long-term
(@ $ 475 $ 6,266 $ 447 $ 6,741
(b) 455 942 952 1,247
(b) 1,645 16,615 1,382 18,336
(c) 7,868 52,552 7,320 60,679
(c) 1,546 18,995 1,839 20,697
(c) 181 1,941 183 2,150
(c) - 54,271 - 54,271
(d) 999 - 2,000 999
(d) 1,667 416 1,667 2,083
(e) 70 812 35 847
f) 2,500 5,900 2,400 8,400
s)] - 5,943 -

$ 17,406 $ 164,653 $ 18,225 $ 176,450




14

a. The National Insurance Board

On December 1, 1989, a loan facility of $10 million was arranged with The National
Insurance Board towards the funding of the overall expansion of generation and transmission
facilities in New Providence. The loan bears interest at 0.50% below Bahamian prime, but
not less than 8.5% at any time. The principal amount of the loan is repayable in 40 semi-
annual installments. The loan is guaranteed by the Bahamas Government.

. European Investment Bank (EIB) - BEC Family Island Projects

This loan in the amount of ECUs 9.1 million (equivalent to United States (US) $10.7 million)
was executed for the purpose of financing a project for the improvement and expansion of
the electricity supply services on the Family Islands.

The loan, which is disbursed in various currencies specified by the EIB, bears interest at
the rate of 5% per annum payable semi-annually in arrears. Payments commenced on June
5, 1990. The principal amount is repayable in twenty-six semi-annual installments ranging
from 2.7% to 5.16% of the loan amount. This loan is guaranteed by the Bahamas Government.

Loan Facility for New Providence Power Expansion B Phase Il

On December 17, 1996, a loan facility of ECUs 20 million (US $23.6 million) was granted
to assist with the funding of the electric power generation and transmission capacity expansion
in New Providence. The total cost of the project was estimated to be US $96 million.

The loan is guaranteed by the Bahamas Government and is repayable in US dollars in semi-
annual installments. The first installment was due on June 10, 2000, and the final installment
on due December 10, 2011.

The rate of interest payable is the greater of 3% per annum and the average of the standard
interest rates charged on comparable loans (in terms of the currency of the disbursements,
final maturity, and repayment conditions) made by the EIB at the issue date of the disbursement
notice. The rate is reduced by an annual interest rate subsidy of 3.45%.

The total amount drawn down during the year was $1.1 million (2000: $6.2 million).
Inter-American Development Bank (IDB) b
New Providence Power Expansion B Phase | (loan No. 560)

On May 16, 1990, a loan facility denominated in various currencies with an original
equivalent of US $109 million was granted by the IDB to help fund a project for the
expansion of generation and transmission facilities on New Providence. The total cost of
the project was US $181.7 million.

This loan is guaranteed by the Bahamas Government and is repayable in US dollars or other
foreign currencies specified by the IDB. The loan is repayable by May 16, 2010 in semi-
annual, consecutive and equal installments, the first of which was made six months after
the disbursement period, which expired on May 16, 1994. The rate of interest payable is
determined by the IDB at each drawdown and is based on the average borrowing cost to
the IDB, plus a spread.



Loan Facility for Family Island Electrification Programme B Phase Il (Loan No. 659 & 660)

On March 31, 1993, two additional facilities of US $28 million and US $3.8 million were
granted by the IDB toward the Family Island Electrification Programme B Phase Il Project.
The first draw down on both facilities were made in December, 1994.

The loans are guaranteed by the Bahamas Government and are repayable in US dollars.
The facilities are repayable within 20 years from the effective date of the contracts in semi-
annual, consecutive and equal installments, the first of which should be paid six months
after the final draw down date. The final draw down date was during March, 2000.

The rates of interest payable are determined by the IDB, based on the daily outstanding
balances of the loans at a rate per annum for each semester, plus a spread.

Loan Facility for New Providence Power Expansion B Phase Il (Loan No. 964)

On April 4, 1997 an additional loan was granted of up to US $56 million to help with the
funding of the electric power generation and transmission capacity expansion in New
Providence. The total cost of the project is estimated to be US $96 million.

The loan is guaranteed by the Bahamas Government and is repayable in US dollars by
means of semi-annual equal installments. The first installment is due 6 months after the
final disbursement and the final installment shall be paid no later than April 4, 2017.

The rate of interest payable is determined by the IDB and is based on the average borrowing
cost of the Bank, plus a spread.

. Bank of Nova Scotia

Loan Facility B Used Gas Turbine & Related Generation Equipment

On February 13, 1998, a loan facility of US $6 million was granted for the financing of a
used gas turbine and related generation equipment from General Electric, a U.S. based
corporation.

The loan is payable in eight semi-annual payments, commencing on the earlier of eighteen
months subsequent to the loan agreement date, or twelve months subsequent to the last
drawdown date. The loan bears interest at LIBOR plus one percent, and is payable semi-
annually in arrears.

Loan facility B To assist with the financing of a Gas Turbine Engine.

On September 9, 1998 a loan facility of US $5 million was granted to assist with the
financing of a Gas Turbine Engine. The loan is payable in twelve quarterly installments
of US $417 thousand each. Installment payments commenced on January 31, 2000.
The loan bears interest at LIBOR plus one percent. The rate is to be established by the

bank two business days prior to each draw down or rollover date. Interest will be calculated
on an actual 360 day basis and will be payable quarterly in arrears.

15
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. European Economic Community

The loan facility of ECUs 1.0 million was granted to partially fund the installation of a
public electricity supply on Cat Island. The loan was not granted to the Corporation but

to the Government of the Bahamas. However, the loan proceeds were given to the Corporation
and will be repaid by the Corporation. Therefore, in substance, the loan is that of the
Corporation.

Interest is charged at the rate of 1% per annum and is payable semi-annually in arrears.
The principal amount is repayable in 60 semi-annual payments ranging from 1.43% to
1.93% of the loan amount and commenced on September 1, 2000.

Canadian Imperial Bank of Commerce

A US $15.6 million loan from the Canadian Imperial Bank of Commerce (Bahamas) Ltd.

is payable in thirteen semi-annual principal payments of US $1.2 million plus interest, and
bears interest at the rate of LIBOR plus one percent, payable on a quarterly basis in arrears.
The first semi-annual payment was made on November 18, 1998 and the final payment

is due no later than November 18, 2004.

. Consortium

On March 14, 2001 the Corporation entered into a consortium agreement for the provision
of a loan facility in the amount of $45,130,393 (split into US$27,900,000 and B$17,230,393).
The consortium lead bank is Scotiabank (Bahamas) Limited and includes Royal Bank of
Canada, Canadian Imperial Bank of Commerce and Barclays Bank. Each bank has agreed
to contribute 25% of the facility. The facility is unsecured.

The loan bears interest at LIBOR + 1% (London Inter-Bank Offering Rate) for the $US
portion and Bahamian prime + 1.125% for the B$ portion. To date the Corporation has
drawn down US$1,353,527 and B$4,589,085.

Minimum principal payments required on the above loans in each of the years subsequent
to September 30, 2001 are as follows:

2002 $ 17,406
2003 15,913
2004 16,560
2005 14,526
2006 15,070
Thereafter 102,584

$ 182,059



14. ACCOUNTS PAYABLE AND ACCRUED CHARGES

2001 2000
Stamp tax and duty payable - Public Treasury $ 33944 $ 28,653
Trade creditors - Government 894 524
- Other 21,957 26,489
Vacation pay accruals 5,438 5,267
Other accrued charges 883 4,877
Accrued interest payable 1,849 2,529

$ 6495 $ 68,339

15. ACCRUED DIVIDENDS

In accordance with Section 19 subsection 2 (b) of The Electricity Act, the Corporation accrues
an annual dividend of 6% based on capitalisation of $10.6 million. The previous yearOs dividend
amount is offset against long-term receivable from Government Corporations and Departments.

16. CUSTOMERSO DEPOSITS

These amounts are held by the Corporation as security against charges for electricity and are
refundable on termination of supply and settlement of outstanding charges. No interest is
payable on these deposits.

. INVESTMENT REVALUATION RESERVE

With the adoption if IAS 39, the Corporation on October 1, 2000, remeasured its investment

in securities to reflect the fair value, as required by IAS 39 for financial assets classified as
available-for-sale (See note 9). IAS 39 requires the change in asset on initial remeasurement
to be recognize as equity. Management has taken the decision to also treat future remeasurement
as equity. The results of these remeasurements are recorded in the Investment Revaluation
Reserve. The movement in Investment Revaluation Reserve is summarized as follows:

Adjustment at October 1, 2000
- Excess of fair value of

available-for-sale investment over cost $ 14,160
Decrease in fair value of

available-for-sale investment (360)

Balance at September 30, 2001 $ 13,800
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18. SALE OF ELECTRICITY

2001 2000
New Providence:

Residential $ 80,435 $ 69,911
Commercial & Industrial 124,401 116,080
204,836 185,991
Eleuthera 6,846 7,919
Abaco 12,780 8,971
Other Family Islands 13,680 12,956
$ 238,142 $ 215,837

The Corporation absorbs the cost of street lighting as an annual operating expense.

19. FUEL USED FOR GENERATION OF ELECTRICITY

2001 2000
Fuel cost comprises:
Landed cost $ 94785 $ 70,537
Government duty and stamp taxes 8,858 13,337
$ 103,643 $ 83,874
20. OPERATION, MAINTENANCE AND ADMINISTRATIVE EXPENSES

2001 2000
Generation $ 30,052 $ 25,831
Distribution 13,805 11,330
Executive management and administration 8,307 8,396
Pension and other benefits (Note 22) 8,692 8,405
Accounting 6,597 6,345
General 13,468 11,722
Personnel and training 2,000 2,470
Purchasing/stores 1,688 1,825
$ 84,609 $ 76,324
Staff and related cost (included above) $ 37,323 $ 34,580




21. CHANGES IN OPERATING WORKING CAPITAL

2001 2000
Increase in accounts receivable:
- Private sector $ (4130) $ (3,290)
- Government Corporations & Departments -

Electricity (5,436) (4,049)
Increase in pension plan obligation 1,379 1,379
Increase in estimated unbilled revenue (586) (3,678)
Decrease (increase) in fuel surcharge recoverable 5,980 1,651
Decrease (increase) in inventories 363 (7,491)
Decrease (increase) in rechargeable work-in-progress 102 73
Decrease (increase) in prepayments and other assets 1,884 (2,573)
Decrease (increase) in accounts payable and accrued

charges (3,374) 20,170
Increase in customers' deposits 1,994 1,218

$ (1,824) $ 3,410

22. PENSION PLAN

The Bahamas Electricity Corporation Employees Pension Plan (Othe PlanQ), is a defined benefit
plan, established under Section 23 of The Electricity Act of 1956, as amended, and provides
retirement benefits to employees of the Corporation based on their final pensionable salary.

Contributions to the Plan are charged to the statement of income so as to spread the cost of
pensions over the employeesO working lives with the Corporation. Contributions are made
solely by the Corporation at a rate of 13% of basic salary (19% prior to September 1, 1995 and
13% prior to October 1, 1984).

The assumptions which have the most significant effect on the results of the valuation are those
relating to the rate of return on investments and the rate of increase in salaries.

It has been assumed that the investment returns would be 7.5% per annum and that salary
increases would average 6.2% per annum.

The Projected Unit Credit Actuarial Cost Method is the valuation method used to reflect
retirement benefits. Actuarial valuations are made annually.

The transitional liability for defined benefit obligations as of September 30, 2000 comprises:

Present value of funded obligations $ 89,909
Fair value of Plan assets (83,015)
Transitional liability for defined benefit obligations $ 6,894
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