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1. Financial Statements

DOMINICA ELECTRICITY SERVICES LIMITED
UN-AUDITED BALANCE SHEET
AS AT JUNE 30, 2005
(expressed in Eastern Caribbean Dollars)

June June
200¢ 200¢
$ $
Asset:
Current asset:
Cash and cash equivalents 381,934 1,320,979
Receivables and prepayments (note 4) 12,761,413 9380
Inventorie: 7,552,53; 7,064,02.
20,695,879 23,394,352
Capital work in progress 4,284,674 2,486,338
Property, plant and equipment(note 6) 71,784,254 73,489,032
96,764,80 99,369,72
Liabilities
Current liabilities
Borrowings 3,248,608 5,705,109
Accounts payable and accruals 4,754,618 6,260,700
Due to related party 0 0
Income tax Payable 342,681 321,612
8,345,907 12,287,421
Borrowings 30,541,823 30,387,322
Deferred tax liability 14,736,181 14,998,774
Other liabilities 4,557,565 6,316,706
Capital grants 2,833,310 3,465,134
61,014,78 67,455,35
Shareholders’ Equity
Share capital 10,417,328 10,417,328
Retained earning: 25,332,69 21,497,03
35,750,02 31,914,36
96,764,80 99,369,72

December
200¢
$

2,346,272

11,378,397
7,083,86!

20,8P8,5

710,199
75,251,613

96,770,34

5,867,321
68383
59,533
905,441

10,508,67

29,791,823
14,623,501
5,143,091
3,149,210

63,208,30

10,417,328
23,144,71

33,562,03

96,770,34




DOMINICA ELECTRICITY SERVICES LIMITED
UN-AUDITED STATEMENT OF INCOME
FOR THE SIX-MONTHS ENDED JUNE 30, 2005

(expressed in Eastern Caribbean Dollars)

Revenue
Energy sales
Fuel surcharge
Other revenue

Direct expense
Operating
Maintenance

Depreciatior
Fue

Gross profit
Administrative expenses

Net operating income

Other expenses/(income
Amortization of capital gran
Amortization of deferre

Foreign exchange
Loss/(Gain) on disposal

Net income before
Finance charge:
Exceptional item

Net income before ta:
Income tax

Net income/(loss) for the

Eamings/(loss) per share

June
2005
$

23,178,139
8,277,013
129,484

31,584,637

5,371,795

2,421,678
3,465,32¢
10,721,531

21,980,32¢

9,604,31C
4,430,20¢

5,174,10¢

(315,900
0

(113,295)
296

(428,899

5,603,004
(1,519,208)
0

4,083,796
(1,270,775

2,813,02z

0.27

June
2004
$

21,512,790
5,813,437
249,209

27,575,43¢

5,383,026

1,805,947
3,380, 76(
7,927,965

18,497,69

9,077,73¢
5,065,42(

4,012,31¢

(315,900
0

(173,777)
(10,497

(500,175

4,512,492
(1,677,364)
0

2,835,130
(884,391

1,950,73¢

0.19

December
2004
$

44,837,45(
13,320,55¢
643,637

58,801,64:

11,157,96:
3,324,46¢
6,388,13¢

17,697,75"

38,568,31¢

20,233,32!
11,940,42¢

8,292,89"

(631,824
0
566,417
(20,495

(85,907

8,378,80¢
(3,028,661)
0

5,350,14
(1,751,72¢

3,598,41¢

0.35




DOMINICA ELECTRICITY SERVICES LIMITED
UN-AUDITED STATEMENT OF CHANGES IN SHAREHOLDER'S EQ UITY
FOR THE SIX-MONTHS ENDED JUNE 30, 2005

(expressed in Eastern Caribbean Dollars)

Share capital
Ordinary shares,

Retained eamings

At beginning of year
Net income/(loss) for th
Ordinary dividends

At end of year

Shareholders’ equity,

June
2005
$

10,417,328

23,144,711
2,813,022
(625,040)

25,332,694

35,750,022

June
2004
$

10,417,328

20,171,336
1,950,73¢

(625,040)
21,497,035

31,914,363

December
2004
$

10,417,32¢

20,171,33¢
3,598,41¢

(625,040)
23,144, 71(

33,562,03¢



DOMINICA ELECTRICITY SERVICES LIMITED
UN-AUDITED STATEMENT OF CASH FLOW
FOR THE SIX-MONTHS ENDED JUNE 30, 2005

(expressed in Eastern Caribbean Dollars)

June June
2005 2004
$ $

Cash flows from operating activitie:
Net income/(loss) before tax 4,083,79¢ 2,835,131
Adjustments for:
Depreciation 3,465,323 3,380,760
Loss/(Gain) on disposal of property, plant and pongnt 296 (10,497)
Exchange (gains)/Loss (124,115) (175,358)
Amortization of capital grants (315,900) (315,900)
Increase in share capital 0 0
Interest expen: 1,519,208 1,677,364
Operating profit before working capital change: 8,628,607 7,391,49¢
Increase in receivables and prepayments (1,383,015 (2,946,323
Decreasel/(increase) in inventories (468,672 (384,425
Increase in accounts payable and accruals (539,139 269,452
Increase/(Decrease) in due to related | (59,533 (2,528,893
Cash generated from operation 6,178,247 1,801,33¢
Interest paid (2,463,677 (1,520,015
Income tax pai (1,720,855 0
Net cash from operating activitie: 1,993,71¢ 281,323
Cash flows from investing activitie:
Purchase of property, plant and equipment (3,153,106 (2,094,169
Proceeds on disposal of property, plant and equipme 0 10,500
Net cash used in investing activil (3,153,106 (2,083,669
Cash flows from financing activities
Proceeds from borrowings 30,638,171 25,456,17¢
Repayment of borrowings (29,407,557 (24,049,30=
Dividends paid (625,040 (625,040
Increase in other liabiliti¢ 217,486 2,495,474
Net cash generated from/(used in) financing aati 823,060 3,277,304
Net increase/(decrease) in cash and cash equivak (336,329 1,474,951
Cash and cash equivalents, beginning of ye 1,451,36€ (1,621,497
Cash and cash equivalents, end of ye 1,115,03¢ (146,540

December
2004

$

5,350,14:

6,388,135
(20,495)
398,375
(631,824)
0
3,028,661

14,512,99:

684,63(
(404,262
(2,303,097
(625,843

11,864,42.

(3,212,361
(1,073,287

7,578,77¢

(4,998,807
20,50C

(4,978,307

28,332,52;
(26,713,42¢
(625,040
(521,658

472,39¢

3,072,86:
(1,621,497

1,451,36¢
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General information

Dominica Electricity Services Limited (the Compamygs incorporated as a public limited liability qoamy
under the Companies Act 1996 in the Commonwealibashinica on April 30, 1975. The company is regediat
under the Electricity Supply Act, 1996 and is resgble for electricity generation, transmission drstribution
in the Commonwealth of Dominica.

The registered office and principal place of bustnef the company is located at 18 Castle Strexste&u,
Commonwealth of Dominica.

Summary of significant accounting policies

The principal accounting policies applied in theparation of these financial statements are sdialatv.
These policies have been consistently appliedd@ériod presented, unless otherwise stated.

Basis of preparation
The financial statements of Dominica Electricityn®ees Limited have been prepared in accordande wit
International Financial Reporting Standards (IFR&]) under the historical cost convention.

The preparation of financial statements in confoymiith IFRS requires the use of certain criticat@unting
estimates. It also requires management to exedtsigglgement in the process of applying the Comjzan
accounting policies. The areas involving a higheggrde of judgment or complexity, or areas wherarapsons
and estimates are significant to the financiakstants are disclosed in Note 4.

Cash and cash equivalents
Cash and cash equivalents include cash in han#i,dyandrafts and deposits at call with banks. Baek
overdrafts are shown within borrowings in curréabilities on the balance sheet.

Trade receivables

Trade receivables are carried initially at fairneabnd subsequently measured at amortized cost tlm&En
effective interest method, less provision for impant. A provision for impairment of trade receilesbis
established when there is objective evidence beCompany will not be able to collect all amouwhis
according to the original terms of the receivalilee amount of the provision is the difference bemvthe
asset’s carrying amount and the present valuetiof&®d future cash flows, discounted at the eiffect
interest rate. The amount of the provision is redxed in the income statement.

Inventories

Inventories are stated at the lower of cost andaadizable value. Cost is determined using thejkated average
cost method. Net realizable value is the estims#dithg price in the ordinary course of businessslapplicable
variable selling expenses. Allowance is made bsotete, slow-moving and damaged goods.



Summary of significant accounting policies.continued

Property, plant and equipment
Property, plant and equipment are stated at histiocbst less accumulated depreciation. Histodoat
includes expenditure that is directly attributaioiehe acquisition of the items.

Subsequent costs are included in the asset’smgmymount or recognized as a separate asset, rapepie, only
when it is probable that future economic benefitsoaiated with the item will flow to the Companyddhe cost
of the item can be measured reliably. All otheareppand maintenance are charged to the inconestat
during the financial period in which they are inea.

Land is not depreciated. No depreciation is pravide work-in-progress until the assets involvedehlbeen
completed and are put into use. Depreciation oarahsets is calculated using the straight- linthatkto
allocate their cost to their residual lives ovegitlestimated useful lives as follows:

Buildings, headworks and pipelines 25-31/3%
Generator transmission and distribution 4 -10%
Motor vehicles 14 - 33 1/3%
Furniture and fittings 12 1/2 - 33 1/3%

The assets’ residual value and useful lives arewsd, and adjusted if appropriate, at each balaheet
date.

An asset’s carrying amount is written down immegliato its recoverable amount if the asset’s cagyi
amount is greater than its estimated recoverab@atn

Gains and losses on disposals are determined byarorg proceeds with carrying amount. These are
included in the income statement.

Interest costs on borrowings to finance the constm of property, plant and equipment are cagiéaliduring the
period of time that is required to complete angpre the asset for its intended use. Other borigpeasts are
expensed.

Impairment of assets

Assets that have an indefinite useful life aresudgject to amortization and are tested annually for
impairment. Assets that are subject to amortinagi@ reviewed for impairment whenever events or
changes in circumstances indicate that the cargmgunt may not be recoverable. An impairment
loss is recognized for the amount by which thetassarrying amount exceeds its recoverable amount.
The recoverable amount is the higher of the asfat'value less costs to sell and value in user. tike
purposes of assessing impairment, assets are gratipiee lowest levels for which there are sepbrate
identifiable cash flows (cash-generating units).
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Summary of significant accounting policies.continued

Borrowings

Borrowings are initially recognised at fair valumet of transaction costs incurred. Borrowings are
subsequently stated at amortised cost; any differéetween the proceeds (net of transaction casts)he
redemption value is recognised in the income stam¢mver the period of the borrowings using thective
interest method.

Borrowings are classified as current liabilitiedass the Company has an unconditional right tordefe
settlement of the liability for at least 12 monéiter the balance sheet date.

Provisions

Provisions are recognized when the Company hassept legal or constructive obligation as a resfyiast
events, it is more likely than not that an outflofwresources will be required to settle the oblmatand the
amount has been reliably estimated. Provisiongatreecognized for future operating losses.

Deferred taxes
Deferred income tax is provided in full, using ttadbility method, on temporary differences arishefween the
tax base of assets and liabilities and their cag-gmounts in the financial statements.

Deferred income tax is determined using tax raaad (aws) that have been enacted or substantizdigted by
the balance sheet date and are expected to apply thb related deferred income tax asset is reltize
deferred income tax liability is settled.

Deferred income tax assets are recognized to tieatethat it is probable that future taxable profit be available
against which the temporary differences can beedtl

The principal temporary difference arises from éefation on plant and equipment.

Capital work in progress
Capital work in progress is recorded at cost legmirment losses. The cost of completed work issfeared to
property, plant and equipment upon completion.

Consumer contributions

In certain specified circumstances, consumers rieguine extensions are required to contributegbigmated
capital cost of the extension. These contributemesoffset against the actual cost incurred. Cloutions in
excess of the applicable capital cost of line esiters are recorded as other revenue in the periathich they
are completed; shortfalls are recorded as increag@sperty, plant and equipment. The capital co$t
consumer line extensions are excluded from propplaynt and equipment.

Consumer deposits
Given the long-term nature of the customer relathgm customer deposits are shown in the balanoet sis
non-current liabilities (i.e. not likely to be regavithin twelve months of the balance sheet date).



Summary of significant accounting policies.continued

Leases

Leases, where a significant portion of the risks @wards of ownership are retained by the lessor a
classified as operating leases. Payments made opdeating leases are charged to the income stateme
on a straight-line basis over the period of thedea

Capital grants
Capital grants represent the fair value of fixesets donated to the company. The amount is amorizer the
estimated useful lives of the respective assets.

Share capital
Ordinary shares are classified as equity. Dividdisttibution to the Company’s shareholders is raeced as
a liability in the Company’s financial statememghe period in which the dividends are declared.

Dividends
Dividends on ordinary shares are recorded in tihepemy’s financial statements in the period in whoky
are approved by the Board.

Revenue recognition

Sale of energy
Revenue from energy sales is based on meter resaginigh are carried out on a rotational basis ttinout

each month. A provision equal to 50% of the curreahth's billings, excluding the fuel surchargensde to
record unbilled energy sales at the end of eachthm@ine provision for unbilled sales is includedastrued
income.

In addition to the normal tariff rates chargeddoergy sales, a fuel surcharge is calculated whibased on
the difference between the actual cost of fuelyp@rused to generate energy sales in the currenthrand
the established base price of fuel per unit aslgtl] 1973. The surcharge is recovered by applilieg
month’s surcharge rate to units billed in the failog month. The provision for unbilled fuel surcheurs
included in accrued income.

Interest income
Interest income is recognized on a time-proportiasis using the effective interest method.

Pension

The company contributes to a defined contributitam for all employees subscribing to the Plan. a$sets of
the Plan are held separately. The pension plamded by payments from participating employeesthrd
company. The company contributes 3% of each ointtligidual employee’s monthly salary while the doyge
contributes a minimum of 3% of his/her monthly sala
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Summary of significant accounting policies.continued
Foreign currency translation

Functional and presentation currency

Items in the financial statements are measuredyusacurrency of the primary economic environmenthich
the entity operates (“the functional currency”heTfinancial statements are presented in Eastaibl@an
dollars, which is the Company’s functional and prgation currency.

Transactions and balances

Foreign currency transactions are translated hedunctional currency using the exchange rategajineg at
the dates of the transactions. Foreign exchanigs gad losses resulting from the settlement ofi suc
transactions and from the translation at year-exstiange rates of monetary assets and liabilitiesménated in
foreign currencies are recognized in the incomestant.

Translation differences on non-monetary items, sischquities held at fair value through profitasd are
reported as part of the fair value gain or loss.

Comparatives
Where necessary, comparative figures have beestadjto conform to changes in presentation in tineent
year.

Financial risk management

The Company’s activities expose it to a varietyiméncial risk: foreign exchange risk, liquidityskiand
interest rate risk.

Foreign exchange risk

The Company trades internationally. Such transastare primarily in United States dollars. Thehange
rate of the Eastern Caribbean dollar (EC$) to thi#édd States dollar (US$) has been formally pegded
EC$2.70 = US$1.00 since July 1976.

Liquidity risk

Prudent liquidity risk management implies maintainsufficient cash and marketable securities aad th
availability of funding through an adequate amaafrtommitted credit facilities. Management does not
believe significant liquidity risk exists at Jun@, 2005.



Financial risk management..continued

Credit risk

Financial assets, which potentially subject the Gany to concentrations of credit risk, consist gipally of
bank deposits, available-for-sale financial asartstrade receivables. The Company's bank de@oits
available-for-sale financial assets are placed tigh credit quality financial institutions. Tradeceivables
are presented net of the provision for impairmdmeceivables. Credit risk with respect to tradeereables is
limited due to the large number of customers cosipgithe Company's customer base and their digpersi
across different economic sectors. Management pesfperiodic credit evaluations of its customers’
financial condition and does not believe significaredit risk exists at June 30, 2005.

With respect to the currency swap transactionCivapany has contracted with a major internationaktas
the counterparty. The Company's exposure in regpele transaction is to the extent that the Camgpacurs
losses as a result of non-performance by this eopatty. The Company has no expectation of anyfoss
respect of this transaction.

Interest rate risk

Differences in contractual repricing or maturityetand changes in interest rates may expose tinpa&y to
interest rate risk. The Company’s exposure aretést rates on its financial assets and liabilaesdisclosed in
Notes 5, 9, 10, 11 and 12.

Liquidity risk

Prudent liquidity risk management implies maintagnsufficient cash and marketable securities aadbility
of funding through an adequate amount of committedit facilities. Management does not believaigicant
liquidity risk exists at June 30, 2005.

Fair value estimation

Fair value amounts represent estimates of the deration that would currently be agreed upon betwee
knowledgeable, willing parties who are under no poision to act and is best evidenced by a quotaieha
value, if one exists.

Critical accounting estimates and judgements

Estimates and judgements are continually evaluateldare based on historical experience and othtarfa
including expectations of future events that aleised to be reasonable under the circumstances.

The Company makes estimates and assumptions corgéne future. The resulting accounting estimates
will, by definition, seldom equal the related adtiesults. Management do not consider that thexe a
estimates and assumptions that will have a sigmifidsk, causing a material adjustment to theyoagr
amounts of assets and liability within the nexafinial year.



2. Management’s Discussion and Analysis of Financial @dition and Results of Operations
The volume of electricity sales increased by 4.88rdhe same period last year while the value eftgtity sales

increased by 7.74% compared with the same perstdylar. There was positive growth in all secexsept the
hotel sector which declined by 10.6%.

Sales
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Fuel cost increased by 35% because of increasearld oil market prices and because of increasedadiproduction
relative to hydro.

Average Price of Fuel per Gallon
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As a result of the increased fuel prices and irsgaa the consumption of diesel fuel the fuel sargh recovered
increased by EC$2.464 million or 42.40% over theregponding period in 2004. Fuel cost net of fuetbarge
recovery was EC$329,990 over the corresponding@g@erf 2004.

Fuel surcharge

40.00
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30.00

25.00

——2004
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Direct expenses net of fuel cost increased by EG®6&S over the corresponding period in 2004 maaslya result of
an increase in the volume of diesel plant mainteeatompared to last year. Administrative expensetirced by
EC$635,216 or 12.54% over the corresponding peinod004. The company recorded an earnings per Shfare
EC$0.27 an EC$0.08 increase over the correspomainigd in 2004.
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(b)
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DOMLEC IN THE FIRST HALF OF 2005

Operating Highlights 2005 2004
Number of customers 27,723 27,252
Hydro generation (1,000 kwWh) 15,332 15,627
diesel generation (1,000 kwWh) 26,046 23,049
units sold (1,000 kwh) 34,177 32,611
Fuel efficiency 17.48% 17.4%
System losses 15.5% 14%
Liquidity

The company is looking to further consolidate thajarity of its outstanding loans with one lended as
such has gone to market to find the most attradtiterest rate and other terms and conditions afolsongs.
Negotiations in this regarded have been progresstigfactorily and management expects to clossahthat
will see the current interest rates decline by apipnately 16% from what currently exist. This wouwdtso
make available some more additional funds for itndest in fixed plant.

Capital Resources

The company has committed to the purchase of twloMiv engines which are required to meet increasing
demand and provide a stable load. Funding for tbgegt is to come from already committed funds fram
local financial institution.

Results of Operation

There were no unusual or infrequent events or &aeiens or any significant economic changes that
materially affected the amount of reported inconaenf continuing operations. There are no known seord
uncertainties that have had or that we reasonatpeat will have a material favourable or unfavolgab
impact on net sales or revenues or income frommmaing operations. There are no events of whiclaware
that will cause a material change in the relatignbletween costs and revenues (such as price segeeosts

of labour or materials)

Disclosure of Risk Factors

Foreign exchange gains and losses are recognisé@rmsactions denominated in foreign currenciesiand
based on the rate of exchange on the transactinatal the period end date. As at JunB 2005 the
company held loans denominated in foreign currenai®ounting to EC$9,311,527 comprised as follows:
CAD371, 416, XDR320, 000, ECU84, 227, Euro498, 925D2, 014,934.

Credit risk

Financial assets which potentially subject the camypto concentrations of credit risk consist pipadly of
cash, term deposits and trade receivables. The aoytgpcash and term deposits are placed with higgtlitc
quality financial institutions. Trade receivable® @resented net of the provision for doubtful resiales.
Credit risk with respect to trade receivables nisittd due to the large number of customers conmgyitie



company's customer base and their dispersion adiffesent economic sectors. Accordingly, the compa
has no significant concentration of credit riskane 38 2005.

Review of the Electricity Supply Act

The review of the Electricity Supply Act by the gomment of Dominica in collaboration with the World
Bank is ongoing. The company continues to be pfuthe consultative process and has met with the
Government and World Bank officials on a numbepctasions in that regard. The review will encompass
the tariff structure, regulatory arrangements, taedicensing arrangements.

Legal Proceedings.
DOM HCV 0087 of 2002

Orlannice St. Rose v. Dominica Electricity Servités and Others

On May 19 2005, judgment in this matter was handed downhieyGourt in favour of the Claimant with
damages to be assessed if not agreed. Domlecwad liable in negligence and for breach of thevigions
of the Electricity Supply Act. Judgement was atstered in favour of Domlec on its ancillary clafor
negligence against the homeowner and the Estateealeceased. The court found that the deceaséd by
actions contributed to the fatal accident throughtigbutory negligence. The homeowner was fouabld in
negligence for his breach of his duty of care as@upier of premises and also as the deceasegilowpen.
Each of these ancillary defendants were orderettid¥ourt to contribute to and or indemnify Domiec¢he
extent of 20% of the damages to which the Claimargsentitled together with 20% of the prescribests of
defending the claim. A date has not been setdsessment.

Changes in Securities and Use of Proceeds.

There were no changes in securities for the pegpdrted and no capital restrictions or other
Limitations upon the payment of dividends.

Defaults upon Senior Securities.

There were no defaults on senior securities duhegeriod.



Submission of Matters to a Vote of Security Holders
MAY 10™ 2005 ANNUAL GENERAL MEETING OF SHAREHOLDERS

Election of Directors

The following Directors were hominated and dulycédel unopposed:

Grayson Stedman
Norman Rolle

To date the members of the Board of Directors are:

Robert Blanchard Jr.
Nigel Wardle

Joel Huggins
Malcolm Harris
Steven Mayers
Norman Rolle
Grayson Stedman
Lambert Lewis

Auditors

PricewaterHouse Coopers were re-appointed as tmpainy’s auditors for the year ended Decembér 31
2005 by a majority vote on a show of hands.

Director Remuneration

The following resolution was carried by a majosipte on a show of hands:

BE IT RESOLVED THAT the fee of $4,200.00 be paid quarterly to the Ghair of the Board of Directors
and that the fee of $300.00 be paid to each mepflibe committee of directors as per meeting attdnd



