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Financial HighlightsFinancial Highlights

     Ten Year Statistical Summary

Description 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002
Installed Generation Capacity 267.2 265 266.8 292.3 305.3 359.6 360 360 372.5 372.5
Maximum System Demand:  N. P. 128.5 127.0 137.0 140.5 150.0 166.5 174.0 183.0 193.5 198.0
Units Generated (000,000 Kwh) 874 923 949 978 1,030 1,130 1,219 1,281 1,343 1,399
Units Sold (000,000 Kwh):
   Domestic 264 307 318 329 349 392 401 450 477 495
   Commercial & Industrial 466 489 506 511 531 556 661 628 669 698
   Total Units: 718 796 824 840 880 948 1,062 1,078 1,146 1,193
Revenue From Sales of Electricity ($000) 114,947 129,493 141,236 153,065 162,722 163,165 176,076 215,837 238,142 224,828
Number of Employees 1,057 1,037 1,022 965 1,010 1,002 999 979 1,005 986
Balance Sheet Summary ($000)
   Fixed Assets  Less Depreciation 263,414 260,823 263,757 266,024 305,393 359,622 392,747 413,614 413,939 442,176
   Long Term Receivable - - - 26,693 22,417 18,417 14,424 10,417 31,598 36,544
   Other Receivables - - - 1,718 3,835 4,881 6,693 6,835 7,980 8,307
   Investment - - 2,000 2,000 2,000 2,000 2,000 2,000 15,800 13,980
   Goodwill - - - - - - - 735 588 441
   Net Current Assets (Liabilities) 40,962 47,301 36,078 2,649 (12,137) 4,746 1,575 2,826 (22,270) (34,290)
   Net Assets 304,376 308,124 301,835 299,084 321,508 389,666 417,439 436,427 447,635 467,158
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 112,078 117,471 119,817 136,077 148,624 168,917 186,930 215,600 232,751 242,625
      Investment Valuation Reserve - - - - - - - - 13,800 11,980
      Total Internal Resources 122,628 128,021 130,367 146,627 159,174 179,467 197,480 226,150 257,101 265,155
   External Resources ($000)
      Long-Term Debt 166,352 160,268 151,429 136,201 137,169 185,285 189,730 176,450 164,653 173,581
      Consumer Deposits 14,323 14,871 15,336 16,089 17,664 19,537 21,045 22,263 24,257 26,105
      Contribution in aid of Construction 1,073 4,964 4,703 167 7,501 5,377 9,184 11,564 1,624 2,317
      Total External Resources 181,748 180,103 171,468 152,457 162,334 210,199 219,959 210,277 190,534 202,003
Total Resources ($000) 304,376 308,124 301,835 299,084 321,508 389,666 417,439 436,427 447,635 467,158

     At A Glance

Description 2002 2001 % Change
Electricity Sales Income 224,828,000 238,142,000 (5.59)
Fuel Cost 82,519,000 103,643,000 (20.38)
Total Other Operating Cost 117,792,000  105,670,000 (11.47)
Operating Profit  24,517,000 28,829,000 (14.96)
Profit After Non-Operating Income 14,010,000 11,045,000 26.84
Kilowatt Hours Sold 1,193,425,506 1,146,957,695 4.05
Average Annual Usage Per Customer (kwh) 14,298 14,162 0.96
Total Generating Capacity (MW) 372.5 372.5 -
Fixed Assets Net of Depreciation 442,176,000 413,939,000 6.82

1Bahamas Electricity Corporation Annual Report 2002Bahamas Electricity Corporation Annual Report 2002



The Board of DirectorsThe Board of Directors

Alfred J. Jarrett
Executive Chairman

Father James Moultrie
Deputy Chairman

Dwight Armbrister Cleopatra Christie Don Davis

Vincent Johnson Keith Major Henry Wood

2 Bahamas Electricity Corporation Annual Report 2002Bahamas Electricity Corporation Annual Report 2002

Patrick Bain



Executive ManagementExecutive Management
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Where the Dollar Came FromWhere the Dollar Came From

Where the Dollar WentWhere the Dollar Went

Value
($,000) %age

N.P. Residential 67,097 26.69
N.P. Industrial
   and Commercial 126,782 56.10
Family Islands 30,949 13.69
Misc. Income 1,171 0.52
Exchange Gain - 0.00
Totals 225,999 100.00

Value
($,000) %age

Fuel 82,519 36.51
Operation, Maintenance &
   Administrative Expenses 95,970 42.46
Depreciation &
   Amortization 21,822 9.66
Interest 13,133 5.81
Exchange Loss 2,048 0.91
Net Income 10,507 4.65
Totals 225,999 100.00
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of

   The Bahamas Electricity Corporation:

We have audited the accompanying balance sheet of the Bahamas Electricity Corporation (the

“Corporation”) as of September 30, 2002, 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

Corporation’s 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, 2002, and the results of its operations and its cash flows

for the year then ended in accordance with International Financial Reporting Standards.

Nassau, Bahamas

April 23, 2003
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2002 2001

ASSETS

CURRENT ASSETS:
   Cash 3,850$ 1,331$
   Accounts receivable - Private sector (Note 3) 38,758 35,154
   Electricity accounts receivable - Government
     Corporations and Departments (Note 4) 12,106 8,298
   Estimated unbilled revenue 13,961 16,349
   Fuel surcharge recoverable 6,517 1,320
   Inventories (Note 5) 23,709 22,672
   Rechargeable work-in progress 21 350
   Prepayments and other assets 5,625 4,882

104,547 90,356

NON-CURRENT ASSETS:
   Property, plant and equipment (Note 6) 442,176 413,939
   Other accounts receivable - Government
     Corporations and Departments (Note 4) 8,307 7,980
   Long-term receivable - Government Corporations
     and Departments (Note 4) 36,544 31,598
   Investment in securities (Note 7) 13,980 15,800
   Goodwill (Note 8) 441 588

501,448 469,905

TOTAL 605,995$ 560,261$

BAHAMAS ELECTRICITY CORPORATION

BALANCE SHEET
SEPTEMBER 30, 2002
(Expressed in thousands of Bahamian dollars)

(Continued)
See notes to financial statements.
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2002 2001

LIABILITIES AND INTEREST OF EQUITYHOLDER

CURRENT LIABILITIES:
   Bank overdrafts (Note 9) 29,851$ 19,864$
   Demand bank loans (Note 10) 7,000 7,000
   Current portion of long-term debt (Note 11) 18,841 17,406
   Accounts payable and accrued charges (Note 12) 78,375 64,965
   Accrued dividends (Note 13) 633 633
   Pension plan benefit obligations (Note 19) 4,137 2,758

138,837 112,626

NON-CURRENT LIABILITIES:
   Long-term debt, less current portion (Note 11) 173,581 164,653
   Customers' deposits (Note 14) 26,105 24,257
   Contributions in aid of construction 2,317 1,624

202,003 190,534

INTEREST OF EQUITYHOLDER
  BAHAMAS GOVERNMENT:
   Contributed capital 10,550 10,550
   Investment valuation reserve (Note 15) 11,980 13,800
   Retained earnings 242,625 232,751

265,155 257,101

TOTAL 605,995$ 560,261$

BAHAMAS ELECTRICITY CORPORATION

BALANCE SHEET
SEPTEMBER 30, 2002
(Expressed in thousands of Bahamian dollars)

 (Concluded)
See notes to financial statements.

These financial statements are approved and authorized by the Board of Directors for issue on
April 23, 2003, and signed on its behalf by:

_____________________________         _____________________________
           Executive Chairman            General Manager

______________________________
          Chief Financial Officer
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2002 2001
REVENUE:
   Sale of electricity (Note 16) 224,828$ 238,142$

OPERATING EXPENSES:
   Fuel used for generation of electricity (Note 17) 82,519 103,643
   Operation, maintenance and administrative (Note 18) 95,970 84,609
   Depreciation (Note 6) 21,675 20,914
   Amortization of goodwill (Note 8) 147 147

200,311 209,313

OPERATING INCOME 24,517 28,829

INTEREST AND OTHER EXPENSES (INCOME):
   Interest on long-term debt 12,046 13,859
   Other income (691) (1,813)
   Exchange loss (gain) 2,008 (1,218)
   Other interest 1,087 835
   Dividend income (480) (600)
   Loss (gain) on sale of plant and equipment 40 (18)

14,010 11,045

NET INCOME 10,507$ 17,784$

BAHAMAS ELECTRICITY CORPORATION

STATEMENT OF INCOME
FOR THE YEAR ENDED SEPTEMBER 30, 2002
(Expressed in thousands of Bahamian dollars)

See notes to financial statements.
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Investment
Contributed Revaluation Retained

Capital Reserve Earnings Total

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 7) - (360) - (360)

Dividends (Note 13) - - (633) (633)

Balance at September 30, 2001 10,550 13,800 232,751 257,101

Net income - - 10,507 10,507

Decrease in fair value of available
   for-sale investment (Note 7) - (1,820) - (1,820)

Dividends (Note 13) - - (633) (633)

Balance at September 30, 2002 10,550$ 11,980$ 242,625$ 265,155$

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED SEPTEMBER 30, 2002
(Expressed in thousands of Bahamian dollars)

See notes to financial statements.
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(53,970) (40,614)

34,396 35,785

CASH FLOWS FROM INVESTING ACTIVITIES:
   Acquisition of property, plant and equipment (53,643) (40,289)
   Proceeds from disposal of plant and equipment - 18
   Increase in other accounts receivable-Government

2002 2001

CASH FLOWS FROM OPERATING ACTIVITIES:
   Net income 10,507$ 17,784$
   Items not involving cash:
     Amortization of goodwill 147 147
     Depreciation 21,675 20,914
     Exchange loss (gain) 2,008 (1,218)
     Loss (gain) on sale of plant and equipment 40 (18)
     Increase in accounts receivable:
     - Private sector (3,604) (4,130)
     - Government Corporations & Departments -
          Electricity (8,754) (5,436)
     Decrease (increase) in estimated unbilled revenue 2,388 (586)
     (Increase) decrease in fuel surcharge recoverable (5,197) 5,980
     (Increase) decrease in inventories (1,037) 363
     Decrease in rechargeable work-in-progress 329 102
     (Increase) decrease in prepayments and other assets (743) 1,884
     Increase (decrease) in accounts payable and accrued
       charges 13,410 (3,374)
     Increase in pension plan benefit obligations 1,379 1,379

    Corporations and Departments (327) (343)

     Increase in customers' deposits 1,848 1,994

6
BAHAMAS ELECTRICITY CORPORATION

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED SEPTEMBER 30, 2002
(Expressed in thousands of Bahamian dollars)

(Continued)

See notes to financial statements.
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2002 2001

CASH FLOWS FROM FINANCING ACTIVITIES:
   Proceeds from long-term borrowings 26,183 5,943
   Contributions in aid of construction 4,384 9,110
   Repayment of long-term borrowings (17,828) (17,341)
   Dividends (633) (633)

12,106 (2,921)

NET DECREASE IN CASH POSITION (7,468) (7,750)

CASH POSITION, BEGINNING OF YEAR (18,533) (10,783)

CASH POSITION, END OF YEAR (26,001)$ (18,533)$

REPRESENTED BY:
   Cash 3,850$ 1,331$
   Bank overdrafts (29,851) (19,864)

(26,001)$ (18,533)$

7
BAHAMAS ELECTRICITY CORPORATION

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED SEPTEMBER 30, 2002
(Expressed in thousands of Bahamian dollars)

(Concluded)

See notes to financial statements.
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BAHAMAS ELECTRICITY CORPORATION

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2002
(Expressed in thousands of Bahamian dollars)

1. GENERAL

Bahamas Electricity Corporation (the “Corporation”) is incorporated under the laws of the
Commonwealth of The Bahamas in accordance with the provisions of The Electricity Act of
1956, as amended, with its registered office at P.O. Box N-7509, Nassau, Bahamas and
headquartered at the Big Pond, Baillou Hill Road office.

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
986 (2001: 1,005).

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a) Basis of Accounting – These financial statements are prepared in accordance with
International Financial Reporting 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.

b) Cash – Cash consists of cash on hand and balances with banks.

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

i) Accounts receivable over 90 days – 100%
ii) Accounts receivable 60 – 90 days – 10%
iii) 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.

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

e) Estimated Unbilled Revenue – 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
various times during the month for different groups of customers).

f) Fuel Surcharge Recoverable – 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.
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g) Inventories – 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.

h) Rechargeable work in progress – This arises from work performed on the Corporation’s
equipment which has been damaged by members of the public by way of accident.  Profits
and losses arising from such contracts are included under other income and are not
recognized until the contracts are substantially completed.

i) Property, Plant and Equipment – Property, plant and equipment are stated at cost less
accumulated depreciation.  Cost includes, where appropriate, labour costs of the Corporation’s
employees and an allocation of overhead.

Contributions in aid of construction are amounts received from customers as a contribution
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 5 – 40 years
Generating plant and machinery 3 – 25 years
Transmission and distribution equipment       25 years
Tools, instruments and equipment 8 – 25 years
Vehicles and mobile plant 2 – 10 years
Furniture and fittings – office and residential 2 – 10 years
Computer hardware and office equipment 3 –   7 years
Computer software 1 –   3 years

Repairs and maintenance are charged to operating expense, and major improvements which
extend the useful lives of the assets are capitalized.

Interest is capitalized 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, 2002, interest of $894 thousand
was capitalized (2001 - $363 thousand).

Work-in-Progress – 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 “Contract work-in-progress” which represents
work performed at the request of or for the benefit of customers where contributions in
aid of constructions are received.

j) Sale of Electricity – 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.

k) Investment in Securities – 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.
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2002 2001

Sale of electricity, less provision for doubtful debts
   of $18,001 (2001 - $14,411) 35,691$ 32,345$
Other receivables, less provision for doubtful debts
   of $3,592 (2001 - $3,390) 3,067 2,809

38,758$ 35,154$

2002 2001

Sale of electricity, less receipts under government
  liquidation plan - current portion 12,106$ 8,298$
Long-term receivable 36,544 31,598
Other accounts receivable 8,307 7,980

56,957$ 47,876$

l) Retirement Benefit Costs – 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 Corporation’s 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 – 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.

n) Foreign Currency Translation – 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.

o) Borrowing Costs – Borrowing costs directly attributable to long-term projects are added
to 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 the statement of income in the year in which
they are incurred.

3. ACCOUNTS RECEIVABLE – PRIVATE SECTOR

4. ACCOUNTS RECEIVABLE – GOVERNMENT CORPORATIONS AND DEPARTMENTS
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2002 2001

Stores 25,113$ 24,152$
Provision for obsolescence (5,028) (5,028)

20,085 19,124
Fuel 3,624 3,548

23,709$ 22,672$

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.

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),
subsequently 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.

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 2002, to repay the outstanding
long-term receivable at that time.  As at September 30, 2002, $4.96 million (2001: $7.56
million) was still outstanding and negotiations to recover this balance is continuing.  This
balance is annually reduced by dividend of $633 thousand payable to The Government of The
Bahamas on its contributed capital.

During the year, total payments of $1.9 million (2001: $2.8 million) was received from
Government Departments in connection with the long-term receivables.

Currently, the Corporation is negotiating with The Bahamas Government to recover the
cumulative repayment shortfall from July 1997 to December 2001.

Other accounts receivable – Government Corporations and Departments of $8.3 million (2001:
$8.0 million) are comprised of non-electricity amounts due from the Government for various
rechargeable projects.

5. INVENTORIES
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Capital work-in-progress

Depreciation

& transfers

Capital work-in-progress

Disposals Sept 30, Sept 30, Sept 30,

2001 charges

- - - - 63,511 117,106

245,602$ 21,675$ (895)$ 266,382$ 442,176$ 413,939$

2002 2002 2001

ACCUMULATED

  DEPRECIATION:

Land & buildings 24,345$ 1,378$ -$ 25,723$ 24,423$ 25,798$

Generating plant &

  machinery 139,796 13,443 - 153,239 189,141 202,584

Transmission &

  distribution equipment 61,690 4,714 - 66,404 159,448 61,245

Vehicles & mobile plant 13,958 1,220 (895) 14,283 3,001 3,699

Furniture & fittings 1,801 114 - 1,915 1,163 1,277

Computer & office -

  equipment 4,012 806 - 4,818 1,489 2,230

117,106 53,013 - - (106,608) 63,511

659,541$ 53,643$ (935)$ (3,691)$ -$ 708,558$

Net book Net book

value value

Sept 30,

Sept 30, Contributions Sept 30,

2001 Additions Disposals Applied Transfers 2002

COST:

Land & buildings 50,143$ 3$ -$ -$ -$ 50,146$

Generating plant &

  machinery 342,380 - - - - 342,380

Transmission &

  distribution equipment 122,935 - - (3,691) 106,608 225,852

Vehicles & mobile plant 17,657 562 (935) - - 17,284

Furniture & fittings 3,078 - - - - 3,078

Computer & office

  equipment 6,242 65 - - - 6,307

6. PROPERTY, PLANT AND EQUIPMENT

7.  INVESTMENT IN SECURITIES

The Corporation owns 2 million (2001: 2 million) 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, 2002, is $13.98 million (2001:
$15.80 million).
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Balance at October 1, 2000
   - as originally stated at cost 2,000$
   - adjustment to reflect adoption of IAS 39 in year 2001 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
Decrease in fair value for the year (1,820)

Balance at September 30, 2002 13,980$

Movement in this investment balance is as follows:

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 or a
significant portion of its holdings.

The two companies have entered into an agreement whereby Cable Bahamas Ltd. pays for
the use of the Corporation’s available poles, conduits and other support structures for the
purpose of transmitting its cable television broadcasts.  Included in other income is $199
thousand (2001: $199 thousand) representing income earned as a result of this agreement.

8. GOODWILL

In 2000, 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 (2001: $147 thousand).

9. 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 Bahamian prime + 1%.  A temporary extension above
the line of credit to $24.0 million 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).

10. 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%
(2001: plus 0.75%) per annum.  Interest is paid on a monthly basis.

Bahamas Electricity Corporation Annual Report 2002Bahamas Electricity Corporation Annual Report 2002



14

Current Current
Maturities Long-term Maturities Long-term

National Insurance Board (a) 528$ 5,728$ 475$ 6,266$
European Investment Bank (b) 507 - 455 942
European Investment Bank (b) 1,549 15,207 1,645 16,615
Inter-American Development Bank
  - Loan No. 560 (c) 7,907 46,420 7,868 52,552
Inter-American Development Bank
  - Loan No. 659 (c) 1,511 17,487 1,546 18,995
Inter-American Development Bank
  - Loan No. 660 (c) 197 1,687 181 1,941
Inter-American Development Bank
  - Loan No. 964 (c) 3,721 52,089 - 54,271
Scotiabank (Bahamas) Limited (d) - - 999 -
Scotiabank (Bahamas) Limited (d) 416 - 1,667 416
European Economic Community (e) 105 777 70 812
Canadian Imperial Bank of
  Commerce (f) 2,400 3,600 2,500 5,900
Consortium of banks (g) - 30,586 - 5,943

18,841$ 173,581$ 17,406$ 164,653$

2002 2001

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%
(2001: plus 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% (2001:
plus 0.50%) per annum.  Interest is paid on a monthly basis.

Bahamian prime at September 30, 2002, was 6% (September 30, 2001: 6%).

11. LONG-TERM DEBT

 Long-term debt comprises:

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 8.50% at any time.  The principal amount of the loan is repayable in 40
semi-annual installments, and mature in January 26, 2011.  The loan is guaranteed by The
Bahamas Government.

b. 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.
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15The 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, and mature in December 5, 2002.  This loan is
guaranteed by The Bahamas Government.

Loan Facility for New Providence Power Expansion – Phase II

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.  This average rate is reduced by an annual interest rate subsidy of
3.45%.

The total amount drawn down during the year was $Nil million (2001: $1.1 million).

c. Inter-American Development Bank (IDB) –

New Providence Power Expansion – Phase I (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 – Phase II (Loan No. 659 and
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 – Phase II Project.
The first draw down on both facilities was 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.
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Loan Facility for New Providence Power Expansion – Phase II (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.

The total amount drawn down during the year was $1.5 million (2001: $54.3 million).

d. Scotiabank (Bahamas) Limited

Loan Facility – 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
draw down date.  The loan bears interest at LIBOR plus one percent, and is payable semi-
annually in arrears.

The loan was fully repaid on February 9, 2002.

Loan facility – 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, and matures in October 31, 2002.  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.

e. 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 the were scheduled to commence September 1, 2000.
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f. 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.

g. Consortium

On March 14, 2002, 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.  [Canadian Imperial
Bank of Commerce and Barclays Bank have now merged to become First Caribbean
International Bank (Bahamas) Limited].  Each bank has agreed to contribute 25% of the
facility.  The facility is unsecured.

The loan bears interest at LIBOR + 1.125% (London Inter-Bank Offering Rate) for the
$US portion and Bahamian prime + 1.125% for the B$ portion.

The total amount drawn down during the year was US$17,210,757.07 and B$7,432,751.62
(2001: 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, 2002, are as follows:

2003 $ 18,841
2004     18,569
2005     18,176
2006     17,841
2007     18,764

Thereafter 100,231

$ 192,422

On October 8, 2001, the Corporation entered into another contractual agreement for the
provision of a loan facility in the amount of $24,869,607 (split into US$20,144,381 and
B$4,725,226) to assist in the purchase of a 30 megawatt diesel engine as well as the
necessary transmission and distribution work relative to New Providence Power Expansion
phase III.

No draw downs have been made from this loan facility as at September 30, 2002.
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Adjustment at October 1, 2000
  - Excess of fair value of
      available-for-sale investment over cost 14,160$
Decrease in fair value of

Balance at September 30, 2002 11,980$

  available-for-sale investment (360)

  available-for-sale investment (1,820)

Balance at September 30, 2001 13,800
Decrease in fair value of

2002 2001

Stamp tax and duty payable - Public Treasury 34,363$ 33,944$

Trade creditors - Government 185 894
                         - Other 33,995 21,957
Vacation pay accruals 5,624 5,438
Other accrued charges 1,364 883
Accrued interest payable 2,844 1,849

78,375$ 64,965$

12. ACCOUNTS PAYABLE AND ACCRUED CHARGES

13. 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 year’s
dividend amount is offset against long-term receivable from Government Corporations and
Departments.

14. CUSTOMERS’ 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.

15. 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 7).  IAS 39 requires the change in asset on initial remeasurement
to be recognized as equity.  Management has taken the decision to also pass future remeasurements
through equity.  The results of these remeasurements are recorded in the Investment Revaluation
Reserve.  The movement in Investment Revaluation Reserve is summarized as follow:
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2002 2001

New Providence:
   Residential 72,453$ 80,435$
   Commercial & Industrial 121,426 124,401

193,879 204,836
Eleuthera 6,144 6,846
Abaco 12,157 12,780
Other Family Islands 12,648 13,680

224,828$ 238,142$

2002 2001

Fuel cost comprises:
   Landed cost 70,175$ 94,785$
   Government duty and stamp taxes 12,344 8,858

82,519$ 103,643$

2002 2001

Generation 39,521$ 30,052$
Distribution 15,675 13,805
Executive management and administration 10,175 8,307
Pension and other benefits (Note 22) 8,066 8,692
Accounting 6,537 6,597
General 12,496 13,468
Personnel and training 1,681 2,001
Purchasing/stores 1,819 1,687

95,970$ 84,609$

Staff and related cost (included above) 43,778$ 42,269$

16. SALE OF ELECTRICITY

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

17. FUEL USED FOR GENERATION OF ELECTRICITY

18. OPERATION, MAINTENANCE AND ADMINISTRATIVE EXPENSES

19. PENSION PLAN

The Bahamas Electricity Corporation Employees Pension Plan (“the Plan”), 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 employees’ 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).
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Actual return on Plan assets 5,507$ 5,665$

2002 2001

Discount rate at September 30 7.5% 7.50%
Expected return on Plan assets at September 30 7.5% 7.50%
Future salary increases (average) 6.2% 6.20%
Future pension increases 2.0% 2.00%
Proportion of employees opting for early retirement 60.00% 60.00%

Present value of funded obligations 89,909$
Fair value of Plan assets (83,015)

Transitional liability for defined benefit obligations 6,894$

2002 2001
Present value of funded obligations 112,320$ 97,127$
Fair value of Plan assets (101,157) (89,760)

Liability for defined benefit obligations 11,163 7,367
Unrecognized actuarial gains (4,282) (602)

Liability to be recognized in the balance sheet 6,881$ 6,765$

Net liability recognized at September 30, 2002
  represented three fifth (2001: two fifth) of
     transitional liability 4,137$ 2,758$

2002 2001
Current service costs 3,896$ 3,478$
Interest on obligations 7,699 6,637
Expected return on Plan assets (7,155) (6,267)

Expense recognized in the income statement 4,440$ 3,848$

Contributions paid to the Plan 4,330$ 3,978$

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% (2001: 7.5%) per annum and
that salary increases would average 6.2% (2001: 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:

The actuarial valuation as of September 30 revealed the following:

The expense recognized in the income statement is included within operating expenses and
comprises:

The actual return on Plan assets is as follows:

Principal actuarial assumptions (expressed as weighted averages) at the balance sheet date
were:
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2002 2001
1.   Maintenance and training contract -$ 1,900$
2.   Big Pond Redevelopment 947 9,046
3.   Exuma Power Station Expansion 7,999 -
4.   New Providence Power Expansion Programme -
        Phase III 25,711 59,665

20. RISK MANAGEMENT

Credit risk

The Corporation’s credit risk is primarily attributable to its electricity receivables.  The
Corporation does not believe it is subject to any significant concentration of credit risk as
accounts electricity receivables are largely derived from sales of electricity supplied to
consumers throughout The Bahamas.  In addition, the Corporation holds customer deposits
by way of security.

21. FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES

The fair value of financial assets and liabilities of the Corporation approximate their carrying
values as reported in these financial statements.

22. COMMITMENTS

In relation to item 4 above, activities are ongoing for New Providence Power Expansion
Programme – Phase III. This project comprises expansion of the electric power generation
and transmission capacity in New Providence, implementation of environmental protection
measures and studies on efficient use of energy.

On March 14, 2002, the Corporation entered into a consortium agreement for a provision of
a loan facility in the amount of $45,130,393 million.  Additionally, in October 2001 a further
facility with the same consortium was entered into for amount of $24,869,607 million.  These
loans are intended to underwrite specific components of New Providence Power Expansion
– Phase III and Big Pond Redevelopment.

The Corporation has issued a letter of guarantee of $2 million in relation to certain maintenance
and service obligations of Burmeister & Wain Scandinavian Contractors.

23. CONTINGENT LIABILITIES

a) In late 1996, a fuel line leak was discovered in the Carmichael Road area of New Providence.
Approximately 45,000 gallons of automotive diesel fuel had leaked into the ground covering
an area of approximately 120,000 square feet.  Ongoing remediation efforts have resulted
in an estimated recovery of 22,000 gallons of the fuel.

The Corporation’s insurers have denied liability on the basis of an exemption clause in
the Insurance Policy.  While the total liability is difficult to determine, the plaintiffs in a
Supreme Court Action is claiming damages amounting to $4.16 million.  Management on
the advice of counsel is of the opinion however, that damages will not exceed $600
thousand.
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b) In a Supreme Court Action, a plaintiff is claiming for damages in respect of property and

personal injury as a result of a road traffic accident on March 29th, 2000.  This accident
was due to the alleged negligence of the Corporation.  The plaintiff is requesting a settlement
in the amount of $500,000 plus 15% legal fees.

c) In 1982, the Government of The Bahamas made a compulsory acquisition of a property
situated in the Bluff, North Andros.  Based upon the presumed acquisition of 20 acres, the
Government allocated 6 acres to the Corporation and a power station was erected before
the acquisition was completed.  Issues regarding the ownership of the property and
consequently the possible removal of the power station have now risen.  The plaintiff
commenced legal action against The Government and the Corporation.  They are claiming
for un-rightful ownership and possession along with damages for trespassing over the
property.  This matter was set down for trial in February 2003, and was adjourned.  The
outcome of this matter is uncertain at this stage.

d) In a Supreme Court Action, a plaintiff is claiming damages suffered as a result of the
failure or refusal by Bahamas Electricity Corporation to restore electricity to the plaintiff’s
premises, the plaintiff claimed special damages of $715,000 interest and costs.

e) As a result of the New Providence Power Expansion Programme Phase II Project, poles
and transmission lines have been located on and over private properties, resulting in claims
of trespass and encroachment against the Corporation by the landowners.  The Corporation’s
may be contingently liable up to the amount of $1 million for such trespasses and
encroachments.

f) A demand letter was served on the Corporation requesting compensation of $10 million.
 This was as a result of injuries suffered by a minor, in August 2002, when he allegedly
mistook a Corporation’s transformer box for an electrical outlet and attempted to use it
to recharge a golf cart.  There is no court action at this time and the claim has been referred
to the Corporation’s insurers in compliance with its general liability insurance policy.
Management is of the opinion that the actual outcome of this matter would not materially
affect the results of the Corporation.

In addition to the above matters, the Corporation is involved in a number of lawsuits as
a defendant.  Management is also of the opinion that the eventual outcome of these matters,
legal and otherwise, would not significantly affect the results of the Corporation.
Accordingly, no provision has been made in these financial statements relative to these
matters.

24. SUBSEQUENT EVENTS

a) A gas turbine engine GT4R, installed at Baillou Hill Road was commissioned in November
2002.

b) The Corporation had awarded Sumitomo/Hitachi an $11 million contract in late November
2002, in replacing GT 8 a gas turbine engine.  The scheduled commissioning of the engine
is set for June 30, 2003.

c) The Corporation has received notification from its insurers that it claims in the amount
of $2,034,259 relating to fire damage to its equipment in October 2000, will be honoured
in due course.  No provision has been made in these financial statements for such receivables
pursuant to this claim.

25. COMPARATIVE FIGURES

Certain 2001 figures have been reclassified to conform with the financial statement presentation
adopted for 2002.
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Offices/Power Stations
New Providence & the Family Islands

Offices/Power Stations
New Providence & the Family Islands

NEW PROVIDENCE

Administration Building (Head Office)
Tel: 302-1000
Fax: 323-6852

Emergency & Special Services Centre
Tel: 323-5561-4

Blue Hill Power Station
Tel: 341-5515
Fax: 325-0920

Clifton Pier Power Station
Tel: 362-5520-5
Fax: 362-4903

THE FAMILY ISLANDS

ABACO

Marsh Harbour
Tel: 367-2740/3004 (Office)

367-2727 (Station
Fax: 367-2183

Sandy Point
Tel: 366-4397 (Station)

Moore’s Island
Tel: 366-6300 (Station)

Fox Town
Tel: 365-5151 (Station)

Green Turtle Cay
Tel: 365-4087 (Office)
Fax: 365-4089

ANDROS

Central
Tel: 368-2516 (Office)

368-2628 (Station)
Fax: 368-2226

North
Tel: 329-2314 (Office)

329-2022 (Station)
Fax: 329-2508

Mangrove Cay
Tel: 369-0300 (Station)

BERRY ISLANDS

Great Harbour Cay
Tel: 367-8788 (Office)

367-8790 (Station)
Fax: 367-8789

BIMINI

Bailey Town
Tel: 347-3343 (Office)

347-3018 (Station)
Fax: 347-3344

CAT ISLAND

The Bight
Tel: 359-9506 (Office/Station)
Fax: 359-9506

ELEUTHERA

Rock Sound
Tel: 334-2161/2 (Head Office)

334-2556 (Station)
Fax: 334-2061

Governor’s Harbour
Tel: 332-2727

Gregory Town
Tel: 335-5409

Harbour Island
Tel: 333-2044/2255

EXUMA

George Town
Tel: 336-2022-5 (Office/Station)
Fax: 336-2113

LONG ISLAND

Miller’s
Tel: 338-8937 (Office)

338-8915 (Station)
Fax: 338-8102

SAN SALVADOR

Cockburn Town
Tel: 331-2120 (Office)

331-2121 (Station)
Fax: 331-2075




