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Independent Auditors’ Report
To the Members of

National Road Operating and
Constructing Company Limited

Report on the Financial Statements

We have audited the accompanying financial statements of National Road Operating and Constructing
Company Limited, set out on pages 1 to 36, which comprise the balance shest as of 21 March 2009 and
the profit and loss account, statement of changes in equity and statement of cash flows for the year
then ended and a summary of significant accounting policies and other explanatory notes,

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards and with the requirements of the Jamaican
Companies Act. This responsibility includes: designing, implementing and maintaining internal controls
relevant to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in the circumstances.

e g

Auditors’ Responsibility

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 comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance whether the financial statements are free from material misstatements.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatements of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal controls relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity's internal controls. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as
m evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

EA Crawlord DV Brown LW Lee CDUW Maxwell PE Williams

AL fain BL Scowt B Denning GAL Reece
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Opinion

in our opinion, the accompanying financial statements give a true and fair view of the financial position
of the company as of 31 March 2009, and of its financial performance and its cash flows for the year

then ended in accordarice with International Financial Reporting Standards and the requirements of the
Jamaican Companies Act.

Report on Other Legal and Regulatory Requirements

As required by the Jamaican Companies Act, we have obtained all the information and aexplanations
which, to the best of our knowledge and belief, were necessary for the purposes of our audit,

in our opinion, proper accounting records have been kept, so far as appears from our examination of

those records, and the accompanying financial statements are in agreement therewith and give the
information required by the Act, in the manner so required.

/PMW’““”‘&"”‘%

Chartered Accountants
15 March 2010
Kingston, Jamaica




National Road Operating and

Constructing Company Limited

Profit and Loss Account

Year ended 31 March 2009

(expressed in Jamaican doliars unless otherwise indicated)

Page 1

Note
Revenue
Administration expenses
Operating Loss
Finance income 8
Finance costs 9
Inflation compensation on Real Return Convertible Bonds 22(a)
Loss before Taxation
Taxation 10

NET L.OSS

2009 2008
$'000 $°000
(395,720) (513,196)
(395,729) (513,196)
2,686,478 1,485,399
(3,463,114) (6,095,578)
(892,374) (1,244,248)
(2,064,739) (6.367,623)
(124,459) 16,921
(2,189,198) (6,350,702)
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Note 2009 2008
$000 $°'000
Non-Current Assets
Fixed assets 11 8,458,272 6,052,583
Deferred tax assets 12 - 149,220
L.oans receivable 13 10,890,814 8,656,497
investment securities 14 - 100,769
19,348,086 14,959,069
Current Assets
Taxation recoverable 213,692 173,227
Receivables 15 1,030,968 477,632
Cash and short term investments 16 46,478 4,400,374
1,291,138 5,051,233
Current Liabilities
Payables 17 1,065,942 389,877
Taxation payable 126,551 126,551
Shert term loan 18 266,447 213,266
1,458,940 729,694
Net Current (Liabilities)/Assets {167,802) 4,321,539
19,181,284 19,280,608
Shareholders’ Equity
Share capital 19 1,000 1,000
Inflation reserve 20 152,066 152,066
Fair value reserve 21 - {116,217)
Accumuiated deficit {13,231,088) {11,041,900)
{13,078,032) (11,005,051)
Non-Current Liabitities
l.ong term loans 22 32,247,663 30,285,659
Deferred tax liabilities 12 11,653 -
32,259,316 30,285,659
19,181,284 19,280,608
Appr ; ed fo;/l"ssur by the Board of Directors on 15 March 2010 and signed on its behalf by:
% 1/\ ,,? 15 ii /Ll”j’ .................. "%
v A
Corbor
van Anderson Director Christophepatfv'&f“, Chairman



National Road Operating and
Constructing Company Limited

Statement of Changes in Shareholders’ Equity

Year ended 31 March 2009

(expressed in Jamaican dollars unless otherwise indicated)

Page 3

Balance at 1 April 2007

Unrealised gains on fair value
adjustment, net of deferred taxation

Net gains recognised directly in
shareholders’ equity

Net loss

Total income/(expense) recognised in
current year

Balance at 31 March 2008

Realised losses on fair value adjustment
net of deferred taxation

]

Net loss derecognised from
shareholders’ equity

Net loss

Total income/{expense) recognised in
current year

Balance at 31 March 2009

Share Infiation Fair Value  Accumulated
Capital Reserve Reserve Deficit Total
$'000 $'000 $000 $'000 $'000
1,000 152,066 {179,349} {4,691,198)  (4,717,481)
- - 63,132 - 63,132
- - 63,132 - 63,132
- - - {6,350,702)  {6,350,702)
- - 63,132 (6,350,702) (6,287 ,548)
1,000 152,066 (118,217) (11,041,900)  (11,005,051)
- - 116,217 - 116,217
- - 116,217 - 116,217
- - - (2,189,188}  (2,189,198)
- - 116,217 (2,189,198)  (2,072,981)
1,000 152,066 - (13,231,008}

(13,078,032)
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Cash Flows from Operating Activities

Cash used in operating activities (Note 24)
Cash Flows from Investing Activities

Road construction and acquisition of land

Furchase of other fixed assets

Proceeds from sale of fixed assets

Purchase of investment securities

Proceeds from sale of investment securities

Short term investments

interest received

Cash provided by/{used in) investing activities
Cash Flows from Financing Activities

Long term loan received

Interest paid

Cash (used in)/provided by financing activities
Decrease in cash and cash equivalents
Effect of exchange rate on cash and cash equivalents
Cash and cash equivalents at beginning of year
CASH AND CASH EQUIVALENTS AT END OF YEAR

2009 2008
$'000 $'000
(182,426) (531,616)
(2,460,501) (3,751,708)
(3,394) (6,492)
1,886 -
- (1,573,526)

379,759 2,256,793
2,014,878 (1,627,618)
224,530 481,107
157,158 (4,221,444)

- 4,787,501
(2,289,727) (1,685,547)
(2,289,727) 3,101,954
(2,314,995) (1,651,106)
30,738 19,430
2,320,776 3,961,452
45519 2,329,776
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National Road Operating and

Constructing Company Limited

Notes to the Financial Statements

31 March 2009

{expressed in Jamaican dollars unless otherwise indicated)

1.

Identification and Principal Activities

(a)

(b}

National Road Operating and Constructing Company Limited (the company or NROCC), which was
incorporated on 2 February 1985 under the name of National Road Conservation Company Limited, is a
private limited liability company domiciled in Jamaica. The company changed its name to NROCC on
22 May 2000, and commenced operations in February 2002. its registered office is located at 11A Oxford
Road, Kingston 5, Jamaica. All of the shares in NROCC are beneficially owned by the Government of Jamaica.

The company was granted a 70-year concession by the Minister of Transport and Works under the Toll Roads
Act, 2002, for the establishment, development, financing, operation and maintenance of a tolled highway. The
principal business of the company, as holder of the concession, is the arrangement of the construction,
operation, maintenance, management and financing of Phase 1 of Highway 2000, Jamaica's first tolled
highway, through Transjamaican Highway Limited.

The company has entered into a 35-year Concession Agreement with Transjamaican Highway Limited
{the concessionaire), a limited liability company registered under the Jamaican Companies Act which is wholly
owned by Bouygues Traveaux Publics of France,

The company has also entered into an agreement dated 12 March 2002, to lease to the concessionaire for a
period of 35 years, certain lands upon which Phase 1 of Highway 2000 will be constructed. Lands required for
the project include lands leased by the Commissioner of Lands to the company for a period of 99 years.

Summary of Significant Accounting Policies

The principal accounting policies applied in the preparation of these financiat statements are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated.

(@)

Basis of preparation
These financial statements have been prepared in accordance with International Financial Reporting

Standards (IFRSs), and have been prepared under the historical cost convention as modified by the
revaluation of available-for-sale investment securities.

The preparation of financial statements in conformity with IFRSs requires the use of certain critical accounting
estimates. it also requires management to exercise its judgement in the process of applying the company's
accounting policies. Aithough these estimates are based on managements’ best knowledge of current events
and action, actual results could differ from those estimates. The areas involving a higher degree of judgement

or complexity, or areas where assumptions and estimates are significant to the financial statements are
disclosed in Note 3.

Interpretations and amendments to published standards effective in current year

Certain new interpretations and amendments to existing standards have been published that became effective
during the current year. The company has assessed the relevance of all such new interpretations and
amendments and has put into effect the following IFRSs, which are immediately relevant to its operations.
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National Road Operating and

Constructing Company Limited

Notes to the Financial Statements

31 March 2009

(expressed in Jamaican dollars unless otherwise indicated)

2.

Summary of Significant Accounting Policies {Continued)

{a) Basis of preparation (continued)

interpretations and amendments to published standards effective in current year (continued)

IAS 39 (Amendment), Financial instruments: recognition and measurement, permits the
reclassifications of certain non-derivative financial assets. Financial assets classified as held-for-trading
may be reclassified from the fair value through profit or loss category to another category in rare
circumstances, or, if the financial asset was eligible for classification as loans and receivables at the date of
reclassification. Financial assets classified as avallable-for-sale may also be reclassified to loans and
receivables if, at the date of reclassification, the financial asset would have been eligible for classification
as loans and receivables,

in both circumstances, the entity must have the intent and ability to hold the asset for the foreseeable future
or to maturity. Fair value at the date of reclassification is treated as amortised cost and any subsequent
increases in future cash receipts as a result of increased recoverability will be spread over the life of the
assets.

Management has no financial assets designated at fair value through profit or loss and has determined that
its financial assets classified as available-for-sale do not meet the requirements for reclassification. This
amendment thereby has no impact on the company’s financial statements.

IFRS 7 {Amendment), Financial instruments: disclosures. For financial assets reclassified in
accordance with 1AS 39 (amendment), an entity is required to disclose details of carrying amounts and fair
values until they are derecognised, together with details of the fair value gain or loss that would have been
recognised in the profit and loss or equity if the financial asset had not been reclassified.

The company has not utilised the provisions of this amendment as there are no investment securities
which are eligible for reclassification in accordance with IAS 39 {(amendment),

The following interpretations to published standards are mandatory for the current and future accounting
periods but are not relevant to the company's operations. The adoption of these pronouncements has not
led to any changes in the company's accounting policies.

IFRIC 11, IFRS 2 Group and Treasury Share transactions’
IFRIC 12, ‘Service concession arrangements’

IFRIC 14, IAS 19, The limited on a defined benefit asset, minimum funding requirements and their
interaction’

-
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National Road Operating and
Constructing Company Limited

Notes to the Financial Statements
31 March 2009

(expressed in Jamaican dollars unless otherwise indicated)

2. Significant Accounting Policies (Continued)

(a) Basis of preparation (continued)

Standards, interpretations and amendments to published standards not yet effective and not early
adopted by the company

At the date of authorisation of these financial statements, certain new standards, amendments and
interpretations to existing standards have been issued which are mandatory for the company’s accounting
pericds beginning on or after 1 January 2009 or later periods, but were not effective at balance sheet date,
and which the company has not early adopted. The company has assessed the relevance of all such new
standards, interpretations and amendments, has determined that the following may be relevant to its
operations, and has concluded as follows:;

IAS 1 (Revised), ‘Presentation of financial statements’ and IAS 1 (Amendment), ‘Presentation of
financial statements (effective from 1 January 2008). The revised standard will prohibit the presentation
of items of income and expenses (that is, ‘non-owner changes in equity’) in the statement of changes in
equity and requires ‘non-owner changes in shareholders’ equity’ to be presented separately from owner
changes in equity. All non-owner changes in equity will be required to be shown in a performance
statement, but entities can choose whether to present one performance statement (the statement of
comprehensive income) or two statements (the income statement and a statement of comprehensive
income). Components of other comprehensive income will not be permitted to be presented in the
statement of changes in sharehoiders’ equity.

The amendment to the standard clarifies that some rather than all financial assets and liabilities classified
as held for trading in accordance with 1AS 39, 'Financial instruments: Recognition and measurement’ are
examples of current assets and liabilities respectively.

The company will apply IAS 1 (Revised) and IAS 1 (Amendment) from 1 January 2009.
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National Road Operating and

Constructing Company Limited

Notes to the Financial Statements

31 March 2009

(expressed in Jamaican dollars unless otherwise indicated)

2.

Summary of Significant Accounting Poiicies {Continued)

(b} Revenue recognition
(1} Interest and fees

Fees and commission income are recognised on the accrual basis. Loan origination fees for loans which
are likely to be drawn down are deferred, together with related direct costs, and recognised as an
adjustment to the effective yield on the loan. Fees and commissions arising from negotiating or

participating in the negotiation of a transaction for a third party are recognised on compietion of the
underlying transaction.

interest income and expense are recognised in the profit and loss account for all interest-bearing
instruments on an accrual basis using the effective yield method based on the actual purchase price of the
instrument. Interest income includes coupons eamed on fixed income investments and accrued discount
or premium on treasury bill and other discounted instruments.

When toans become impaired, they are written down to their recoverable amounts and interest income is

thereafter recognised based on the rate of interest that was used to discount the future cash flows for the
purpose of measuring the recoverable amount.

{ii) Toll revenues

Subject to Clause 24 (Developer Payments) of the Concession Agreement (the Agreement), the
concessionaire has sole rights to revenues arising out of the collection of tolls during the concession
period, Under Clause 24, on the completion of certain prescribed sections of the Toll Read, and to the
extent that the actual annual traffic revenues exceed those forecasted in the financial model as prepared
by the concessionaire and agreed by the company from time to time, those excess revenues will be shared
with the company in accordance with the Upside Formula as prescribed by Schedule 18 of the Agreement.
Such revenues, if any, are recognised in the profit and loss account on an accrual basis.

(c) Foreign currency transiation
(i) Functional and presentation currency

ltems included in the financial statements of the company are measured using the currency of the
primary economic environment in which the entity operates (‘the functional currency’). The financial

statements are presented in Jamaican dollars, which is the company's functional and presentation
currency.

(i) Transactions and balances

Foreign currency transactions are accounted for at the exchange rates prevailing at the dates of the
transactions. At the balance sheet date, monetary assets and liabilities denominated in foreign currencies
are translated using the closing exchange rate. Exchange differences arising from the settlement of
transactions at rates different from those at the dates of the transactions and unrealised foreign exchange

differences on unsettied foreign currency monetary assets and liabilities are recognised in the profit and
loss account.
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National Road Operating and

Constructing Company Limited

Notes to the Financial Statements
31 March 2009
(expressed in Jamaican dollars unless otherwise indicated)

2.

Summary of Significant Accounting Policies (Continued)

(d)

(e)

income taxes
Taxation expense in the profit and loss account comprises current and deferred fax charges.

Current tax charges are based on taxable prefits for the year, which differ from the profit before tax reported
because it excludes items that are taxable or deductibie in other years, and items that are never taxable or

deductible. The company’s liability for current tax is calculated at tax rates that have been enacted at balance
sheet date.

Deferred tax is the tax expected to be paid or recovered on differences between the carrying amounts of
assets and fiabilities and the corresponding tax bases. Deferred income tax is pravided in full, using the
liability method, on temporary differences arising between the tax bases of assets and liabilities and their

carrying amounts in the financial statements. Currently enacted tax rates are used in the determination of
deferred income tax.

Deferred tax assets are recognised to the extent that it is probable that future taxable profit will be avaiiable
against which the temporary differences can be utilised,

Fixed assets

Fixed assets are stated at historical cost less accumulated depreciation. Historical cost includes aexpenditure
that is directly attributable to the acquisition of the items. Subsequent costs are included in the asset's
carrying amount or recognised as a separate asset, as appropriate, only when it is probable that future
economic benefits associated with the item will flow to the company and the cost of the item can be measured
reliably. The carrying amount of the repiaced part is derecognised. All other repairs and maintenance are
charged to the profit and loss account during the financial year which they are incurred.

Land is not depreciated. Depreciated on other assets is calculated using the straight-line method fo allocate
their cost to their residual values over their estimated using lives, as follows:

Roads and leasehold improvements 2¥a%
Office furniture, fixtures and equipment 10%
Computer equipment 25%
Motor vehicles 20%

Grantor variations as determined in the Concession Agreement dated 21 November 2001 are capitalised and
recorded at cost, less any reimbursements received.

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet
date,

An asset's carrying amount is written down immediately to its recoverable amount if the carrying amount is
greater than its estimated recoverable amount.

Gains and losses arising on the disposal of fixed assets are determined by reference to their carrying
amount and are taken into account in determining operating profit. Repair and maintenance expenditure is
charged to the profit and loss account when the expenditure is incurred. Improvement expenditure is
included in the cost of the related asset or in ieasehold improvement as is appropriate.
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National Road Operating and
Constructing Company Limited

Notes to the Financial Statements
31 March 2009

(expressed in Jamaican dollars unless otherwise indicated)

2. Summary of Slgnificant Accounting Policies {Continued)

(f) Intangible assets
Acquired computer software licenses are capitalised on the basis of the costs incurred to acquire and bring to
use the specific software. These costs are amortised on the basis of the expected useful life of two years.

Costs associating with developing or maintaining computer software programs are recognised as the expense
is incurred.

(9) Loans receivable and provisions for credit losses
Loans are recognised when cash is advanced to borrowers. They are initially recorded at cost, which is the

cash given to originate the loan including any transaction costs, and are subsequently measured at amortised
cost using the effective interest rate method.

A provision for credit losses is established if there is objective evidence that a loan is impaired. A loan is
considered impaired when management determines that it is probable that all amounts due will not be
collected according to the original contractual terms. When a loan has been identified as impaired, the
carrying amount of the loan is reduced by recording specific provisions for credit losses to its estimated
recoverable amount, which is the present vaiue of expected future cash flows including amount recoverabie
from guarantees and collateral, discounted at the original effective interest rate of the loan.

Loans that are secured by a guarantee or irrevocable undertaking of the Government of Jamaica are
classified as sovereign risk and are not considered to be impaired if they are contractually in arrears.

For non-performing and impaired loans the accrual of interest income based on the original terms of the loan

is discontinued. The increase in the present value of impaired loans due to the passage of time is reported as
interest income.

Write-offs are made when all or part of a ioan is deemed uncollectible or in the case of debt forgiveness.
Write-offs are charged against previously established provisions for credit losses and reduce the principal

amount of a loan. Recoveries, in part or in full, of amounts previously written-off, are credited to credit loss
expense in the profit and loss account.

(h} Financial instruments

A financial instrument is any contract that gives rise to both a financial asset in one entity and a financial
Hiability or equity of another entity.

The company classifies its financial assets in the following categories: loans and receivables, held to
maturity, and availabie for sale. The classification depends on the purpose for which the financial assets
were acquired. Management determines the classification of its financial assets at initial recognition and
re-gvaluates this designation at every reporting date.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
% quoted in an active market. They are included in current assets, except for maturities greater than
12 months after the balance sheet date. These are classified as non-current assets, Loans and receivables
are classified as 'loans receivable and receivables’ in the balance sheet (Notes 13 and 15).
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Constructing Company Limited

Notes to the Financial Statements
31 March 2009

(expressed in Jamaican dollars unless otherwise indicated)

2. Summary of Significant Accounting Policies {Continued)

(h) Financial instruments (continued)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in this category or not
classified in any of the other categories. Purchases and sales of investments are recognised on the
setflement date - the date on which an asset is delivered to or by the company. Investments are
derecognised when the rights to receive cash flows from the investments have expired or have been
transferred and the company has transferred substantially all risks and rewards of ownership.

Invesiments are initially recognised at fair value plus transaction costs for all financial assets not carried at
fair value through profit or loss. Available-for-sale financial assets are subsequently carried at fair value.

Changes in the fair value of monetary securities denominated in a foreign currency and classified as
available-for-sale are analysed between translation differences resulting from changes in amortised cost of
the security and other changes in the carrying amount of the security. The transiation differences are
recognised in the profit and loss account, and other changes in carrying amount are recognised in equity.
Changes in the fair value of monetary securities classified as available-for-sale and non-monetary
securities classified as available-for-sale are recognised in shareholders’ equity.

When securities classified as availabie-for-sale are sold or impaired, the accumulated fair value
adjustments recognised in shareholders’ equity are included in the profit and loss account as ‘gains and
losses on investment securities’. Interest on available-for-sale securities calculated using the effective
interest method is recognised in the profit and loss account.

Changes in the fair value of monetary securities denominated in a foreign currency and classified as
available-for-sale are analysed between translation differences resulting from changes in amortised cost of
the security and other changes in the carrying amount of the security. The translation differences are
recognised in the profit and loss account, and other changes in carrying amount are recognised in
shareholders’ equity. Changes in the fair value of monetary securities classified as available-for-sale and
non-monetary securities classified as available-for-sale are recognised in sharehoiders' equity.

When securities classified as available-for-sale are sold or impaired, the accumulated fair value
adjustments recognised in equity are included in the profit and loss account as ‘gains and losses on
investment securities’. interest on available-for-sale securities calculated using the effective interest
method is recognised in the profit and loss account.

The company assesses at each balance sheet date whether there is objective evidence that a financial
asset or a group of financial assets is impaired. In the case of equity securities classified as availabie for sate,
a significant or prolonged deciine in the fair value of the security below its cost is considered an indicator
that the securities are impaired. If any such evidence exists for available-for-sale financial assets, the
cumulative loss — measured as the difference between the acquisition cost and the current fair value, less
any impairment loss on that financial asset previously recognised in profit or loss — is removed from
shareholders' equity and recognised in the profit and loss account.
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National Road Operating and

Constructing Company Limited

Notes to the Financial Statements
31 March 2009

(expressed in Jamaican dollars unless otherwise indicated)

2.

Summary of Significant Accounting Policies (Continued)

()

1)

(k)

M

(m)

(n)

Financlal instruments (continued)
Financial liabilities
The company's financial liabilities are initially measured at fair value, and are subsequently measured at

amortised cost using the effective interest method. These liabilities are classified as 'short term and long
term loans and are included in current liabilities and non-current Habilities on the balance sheet

Cash and cash equivalents
Cash and cash equivalents are carried in the balance sheet at cost. For the purposes of the statement of

cash flows, cash and cash equivalents comprise balances which mature within 90 days of the date of
acquisition including cash baiances and short term investment.

Payables
Payables are stated at cost,

Borrowings

Borrowings are recognised initially at cost, being their issue proceeds, net of transaction costs incurred.
Subsequently, borrowings are stated at amortised cost and any difference between net proceeds and the

redemption value is recognised in the income statement over the period of the borrowings using the
effective yvield method.

Where convertible bonds are issued, the fair value of the liability portion is determined using a market
interest rate for an equivalent non-convertible bond. This amount is recorded as a non-current lability on
the amortised cost basis until extinguished on conversion or maturity of the bonds. The remainder of the
proceeds is allocated to the conversion option which is recognised and included in shareholders’ equity.
The vaiue of the conversion option is not changed in subsequent periods. Where the fair value of the
liability portion cannot be reliably determined and separated from the value of the conversion component,
the full amount of the bond is recorded as a non-current iiability.

Share capital
Ordinary shares are classified as equity.

Provisions

Provisions are recognised where the company has a present legal or constructive obligation as a result of past
events, it is probable that an outflow of resources wiil be required to settie the obligation, and a reliable
estimate of the amount of the obligation can be made.

Comparative information

Where necessary, comparative figures have been reclassified to conform with changes in presentation in the
current year.
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Constructing Company Limited
Notes to the Financial Statements
31 March 2009

(expressed in Jamaican dollars unless otherwise indicated)

3.

Critical Accounting Judgements and Key Sources of Estimation Uncertainty

Judgements and estimates ara continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.

(a) Critical judgements in applying the company's accounting policies

In the process of applying the company's accounting policies, management has made the following significant
judgements on the amounts recognised in the financial statements.

income taxes

Judgement is required in determining the provision for income taxes. Income tax in these financial
statements is determined by treating the company as a capital investor. Management has determined that

the company is not in the business of raising funds but to arrange the construction, operation, maintenance,
management and financing of Phase 1 of Highway 2000.

{b) Key sources of estimation uncertainty

In the process of applying the company’s accounting policies, management has made no significant
estimates on the amounts recognised in the financial statements.

Financia! Risk Management

The company’s activities expose it to a variety of financial risks: market risk (including currency risk, fair value
interest rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk. The company's overail
risk management programme focuses on the unpredictability of financial markets and seeks to minimise
potential adverse effects on the company’s financial performance.

The Board of Directors is ultimately responsible for the establishment and oversight of the company's risk
management framework. The Board is assisted by the Development Bank of Jamaica Limited which
implements and monitors risk management policies and makes decisions on financial matters on a daily basis.

The most important types of risk are credit risk, liquidity risk and market risk. Market risk includes currency risk,
interest rate and other price risk,

{a) Creditrisk
The company takes on exposure to credit risk, which is the risk that its counterparties will cause a financial
loss for the company by failing to discharge their contractuat obligations. Credit risk is the most important
risk for the company's business: management therefore carefully manages its exposure to credit risk.
Credit exposures arise principally from the company’s receivabies and investment activities.

{} Receivables

The company's main exposure to credit risk lies in its lending activities to the concessionaire. Exposure
to this credit risk is managed through close monitoring of the concessionaire’s ability to meet interest and
principal repayments in accordance with the terms and conditions of the various loan agreements.
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31 March 2009

(expressed in Jamaican dollars unless otherwise indicated)

4. Financial Risk Management (Continued)

(@) Credit risk (continued)
() Investments

Due to the specificity of the company's operating objectives, most of its interest earning investments is
placed with a few financial institutions in fulfilment of conditions associated with credit arrangements
extended by those institutions. Investments are also placed with the Bank of Jamaica. Short term
investments are placed with Counterparties that have high credit quality. Accordingly, management
does not expect any counterparty to fail to meet its obiigations.

{iiy Cash and bank
Cash and bank transactions are limited to high credit quality financial institutions.

Maximum exposure fo credit risk

2009 2008
$'000 $'000

Credit risk exposures are as follows:
Leans receivable 10,890,814 8,656,497
Investment securities - 100,769
Receivables 1,030,968 477,632
Cash and short term investments 46,478 4,400,374

11,868,260 13,635,272

Exposure to credit risk for receivables

Credit exposure for the company mainly relates to balances owing from Transjamaican Highway Limited
and the Ministry of Transport and Works.

Exposure to credif risk for investments

The following table summarises the company’s credit exposure for investments at their carrying amounts,
as categorised by issuer:

2009 2008

$'000 $'000

Bank of Jamaica - 2,436,000
Financial institutions 43,085 1,895,640
43,985 4,331,640

interest receivable 4,058 55,720
48,043 4,387,360

There are no financial assets that are considered impaired; as such no provision has been created in these
financial statements.
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4,

Financial Risk Management (Continued)

{(a)

Credit risk (continued)

Ageing analysis of receivables

Receivables from Transjamaican Highway Limited and the Ministry of Finance and Public Service are
neither past due nor impaired.

Liquidity risk
Liguidity risk is the risk that the company is unable to meet its payment obligations associated with its
financial liabilities when they fall due. Prudent liquidity risk management implies maintaining sufficient cash

and marketable securities, the availability of funding through an adequate amount of committed credit
facilities and the ability to close out market positions,

Liquidity risk management process

The company's liquidity management process, as carried out within the company and monitored by the
Board of Directors through the Development Bank of Jamaica Limited, includes:

(i) Monitoring future cash flows and liquidity on a regular basis. This incorporates an assessment of
expected cash flows;

(i) Maintaining a portfolio of highly marketable and diverse assets that can easily be liquidated as
protection against any unforeseen interruption to cash flow;

(i} Optimising cash returns on investments; and

(iv) Maintaining committed lines of credit.

The maturities of assets and liabilities and the ability to replace, at an acceptable cost, interest-bearing
liabilities as they mature, are important factors in assessing the liquidity of the company and its exposure
to changes in interest rates and exchange rates.

Financial liabilities cash flows

The tables below summarise the maturity profile of the company’s financial liabilities at 31 March based on
contractual undiscounted payments.
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4,

Financial Risk Management (Continued)

(b) Liquidity risk (continued)

As at 31 March 2009
Payables

Short term loan
Lang term loans

Total financial liabilities
{contractual maturity dates)

As at 31 March 2008:;

Payables
Short term loan
Long term loans

Total financial liabilities
{contractual maturity dates)

On demand
or Subject 1to 3 3to12 1to§ Qver
to Notice Months Months Years 5 Years Total
$°000 $'000 $'000 $°000 $'000 $'000
- 1,065,942 - - - 1,065,942
266,447 - - - - 266,447
- 502,657 1,507,972 10,053,144 49,962,292 62,026,065
266,447 1,568,599 1507972 10,053,144 49,962,292 63,358,454
On demand
or Subject 1tod 3to12 1to§ Over
to Notice Months Months Years 5 Years Total
$'000 $000 $°000 $°000 $'000 £'000
- 389,877 - - - 389,877
213,266 - - - - 213,266
- 263,453 1,774,823 8,874,114  50045,121 69,957,511
213,266 653,330 1,774,823 B,874,114 59,045,121 70,560,654

Off-balance sheet items - capital commitments
The company has the following capital commitments at year end:

{a) Mount Rosser bypass project

The total vaiue of the project was US$99,500,000. During the year, a variation order of US$24,900,000
was approved by the company. An amount of $6,071,946,000 (2008 - $3,723,662,000) (Note 11) has been

included as construction in progress in fixed assets at year end in respect of this project

(b) Dyke Road Fishing Viliage Complex project
The company has capital commitments in respect of the D

total value of the project is $83,058,000.

yke Road Fishing Village Complex project. The
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4.

Financial Risk Management {Continued)

{e)

Market risk

The company takes on exposure to market risks, which is the risk that the fair value or future cash flows of
a financial instrument will fluctuate because of changes in market prices. Market risks mainly arise from
changes in foreign currency exchange rates and interest rates, Market risk is monitored by Development
Bark of Jamaica, based on guidelines set by the Board of Directors which carries out research and
manitors the price movement of financial assets on the local and international markets.

{) Currency risk
Currency risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates. The company is exposed to foreign exchange risk
arising from various currency exposures, primarily with respect to the Furo and US dollar. Foreign
#xchange risk arises from recognised assets and liabilities.

The company manages this risk to the extent possible, by maximising foreign currency earnings and
holding foreign currency balances. The company’s ability to manage this risk is constrained by the
Concession Agreement, government policies, and the available sources of financing.

The table below summarises the company’s exposure fo foreign currency exchange rate risk at
31 March.

2009
Jamaican uss Euro Total
J$'000 J$'000 J$°000 J$'000
Assets

l.oans receivable 2,996,178 7,894,636 - 10,890,814
Receivables 243,148 787,820 - 1,030,968
Cash and short term investments 859 45619 - 46,478
Other 8,785,034 - - 8,789,034
Total assets 12,029,219 8,728,075 - 20,757,294

Liabilities
Payables 23,414 1,042,528 - 1,065,942
Short term loan - 266,447 - 266,447
Long term loans 8,062,450 - 24,185,213 32,247 663
Taxation payable 126,551 - - 126,551
Total Habilittes 8,212,415 1,308,975 24,185.213 33,706,603

Net position 3,816,804 7,419,100  (24,185,213) {12,949,309)




Page 18
National Road Operating and
Constructing Company Limited

Notes to the Financial Statements
31 March 2009
(expressed in Jamaican dollars unless otherwise indicated)

4. Financial Risk Management (Continued

{c) Market risk (continued)
(i) Currency risk (continued)

2008
Jamaican uss Eurg Total
J$000 J$'000 J$'000 J$'000
Assets
Loans receivable 2,675,832 5,980,665 - 8,656,497
investment securities - 100,769 - 100,769
Receivables 97,160 380,472 - 477632
Cash and short term investments 2,104,489 1,957,498 338,387 4,400,374
Other 6,375,030 - - 6,375,030
Total assets 11,252,511 8,419,404 338,387 20,010,302
Liabilities
FPayables 22,083 367,794 - 389,877
Short term loan - 213,266 - 213,266
Long term loans 7,162,017 - 23,123,642 30,285,659
Taxation payable 126,551 - - 126,551
Totatl liabilities 7,310,651 581,060 23,123,642 31,015,353
Net position 3,941,860 7,838,344  (22785255) {11,005,051)

Foreign currency sensitivity

The following table indicates the currencies to which the company has significant exposure on its monetary
assets and liabilities and its forecast cash flows. The change in currency rate below represents
management’s assessment of the possible change in foreign exchange rates. The sensitivity analysis
represents outstanding foreign currency denominated monetary items and adjusts their transiation at the
year end for changes in foreign currency rates. The sensitivity of the profit was as a resuit of foreign
exchange gains/losses on translation of US dollar-denominated loan receivables, investment securities,
receivables, cash and short term investments, payables and Euro denominated loan. Profit is more
sensitive to movement in currency/US dollar and Euro exchange rates in 2009 than 2008 because of the
increased amount of Euro denominated ioan amount. The sensitivity of the equity arose mainly from
foreign exchange losses/gains on transiation of US doliar-denominated investment securities classified as
available-for-sale. Equity iess sensitive to movement in currency/US dollar exchange rate in 2009 than
2008 because of the reduced amount of US dollar-denominated investment securities classified as
available-for-sale. The correlation of variables will have a significant effect in determining the ultimate
impact on market risk, but to demonstrate the impact due to changes in variable, variables had to be on an
individual basis. It should be noted that movements in these variables are non-linear,
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4. Financial Risk Management (Continued)

(€) Market risk (continued)
(i} Currency risk (continued)
Foreign currency sensitivity (continued)

% Change % Change
in Currency Effect on Net in Currency Effect on Net
Rate Profit Rate Profit
2009 2008
2009 $'000 2008 $'000
Currency:
UusD -
Revaiuation 4 {197.843) 5 {261,278)
Devaluation 10 494 606 5 261,278
EURO -
Revaiuation 4 644,939 5 759,509
Devaluation 10 {1,612,348) 5 {759,509)

{if) Interest rate risk

Interest rate risk is the risk that the value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates.

Floating rate instruments expose the company to cash flow interest risk, whereas fixed interest rate
instruments expose the company to fair value interest risk.

The company's interest rate risk mainly arises from its long term investments and loans. This risk is
managed by analysing the economic environment and obtaining fixed rate ioans as interest rates are
expected to rise. The company is exposed to interest rate risk to the extent that the duration of its
interest bearing liabiiities were longer than the duration of interest bearing financial assets.

investment securities

At 31 March 2009, the company had no investment securities and in the prior year, the company's
investment securities were fixed rate instruments,

Loans
At 31 March 2009 and 2008, the company’s loans were fixed rate instruments.
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4. Financiai Risk Management (Continued)

(c) Market risk (continued)
(i) Interest rate risk (continued)
Interest rate sensitivity

The following tabie indicates the sensitivity to a reasonable possible change in interest rates, with alt other
variables held constant, on the company's shareholder' equity. There is no impact of profit and loss
account as all loans and investments were at fixed rates.

The sensitivity of shareholders’ equity is calculated by revaluing fixed rate available-for-sale investment
securities for the effects of the assumed changes in interest rates.

Effect on Effect on

Equity Equity
2009 2008
$°000 $°000
Change in basis points:
-100 - 8,554
+100 - (5,696)

(d} Capital management

The company has negative shareholders’ equity and obtains long term financing from various financial
institutions and the Government of Jamaica.

There were no changes to the company’s approach to capital management during the year.

The company is not subject to externally imposed capital requirements.
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5.

Fair Value Estimation

The fair value of financial instruments traded in active markets (such as available-for-sale securities) is based

on quoted market prices at the balance sheet date. The quoted market price used for financial assets held by
the company is the current bid price.

The fair value of financial instruments that are not traded in an active market is determined by using valuation
technigues. The company uses a variety of methods and makes assumptions that are based on market
conditions existing at each balance sheet date. Quoted market prices or dealer quotes for similar instruments
are used for long-term debt. The vajues derived from applying these techniques are significantly affected by the
underlying assumptions used concerning both the amounts and timing of future cash flows and the discount rates.
The following methods and assumptions have been used:

(a}  The amounts inciuded in the financial statements for cash and bank balances, short term investments,

reverse repurchase agreements, receivables, payables and short term loans reflect their approximate fair
value because of the short term maturity of these instruments;

(b)  The carrying value of loans denominated in United States dollars approximates fair value because these
loans are contracted at variable market rates, The fair value of the Jamaican dollar portion of loans
receivable cannot be reliably determined because there are no similar instruments in the market from which
a market rate of interest can be derived for use in the pricing model;

(c)  The fair value of investment securities is determined by reference to quoted market prices when available. If
quoted market prices are not available, then fair values are estimated on the basis of pricing models or other
recognised valuation techniques using estimated current market rates of interest,;

(d}  As explained in Note 22(a), the fair value of the convertible bond cannot be reliably determined. Other iong
term loans reflect the company's contractual obligations and are carried at amortised cost, which is deemed

to approximate the fair value of these loans because these ioans are subject to such terms and conditions
as are available in the market for similar transactions.
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6. Expenses by Nature

2009 2008
$'000 $'000
Advertising and public relations 279 2,078
Auditors’ remuneration 2,750 2,500
Depreciation {Nate 11) 58,206 55,645
Donations 25 5,626
Gain on disposal of fixed assets {1,886) -
L.egal and professional fees 27,473 41,992
Repairs and maintenance 733 768
Resetilement expenses -
Compensation for crops — Mount Rosser project 53,631 28,773
Relocation expenses 9,382 17,233
l.egal and professional fees 1,088 410
Staff costs (Note 7) 43,730 25412
Technical fees 35,087 27,000
Toll subsidies (Note 17) 147,996 295,379
Utilities 7,182 5,305
Other operating expenses 4,073 5,075

395,729 513,196
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7. Staff Costs

Salaries and wages
Statutory contributions
Other

8. Finance Income

Foreign exchange gains

interest income -
Investment securities and short term deposits
Loans receivable
Reverse repurchase agreements

Cumulative loss reclassified from
equity to profit and ioss

9. Finance Cosis

Foreign exchangs losses
interest on loans
Cther

2009 2008
$'000 $'000
39,375 23,481
2,262 1,396
2,093 535
43,730 25,412
2009 2008
$'000 $7000
1,918,611 336,595
182,477 524,939
732,204 716,835
5,818 15,767
2839110 1,594,136
(152632)  (108,737)
2686478 1,485,399
2009 2008
$'000 $'000
1092637 4,296,705
2,370,056 1,798,873
421 -
3463114 6,095,578
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10. Taxation

(a) Taxation in the profit and loss account represents deferred income tax {Note 12).

(b) The tax on profit as reported differs from the theoretical amount that would arise using the basic statutory rate
of 33%% as follows:

2009 2008
$’000 $'000
Loss before taxation (2,064,740) {6,367,623)
Tax calculated at a tax rate of 33%4% (688,247) (2,122,541)
Adjusted for the effect of:
Expenses not deductible for tax purposes 188,187 202,500
Inflation compensation on Real Return Convertibie
Bonds 297.458 414,749
Deferred tax not recognised on tax losses (Note 12) - 54,522
Deferred tax not recognised on unrealised foreign
exchange losses 326,718 1,435,954
Deferred tax on tax losses in prior years now recognised (433,946) -
Deferred tax on unrealised foreign exchange losses now
de-recognised 434,926 -
Other net adjustments and allowances {637) {(2,107)
Tax charge/{credit) 124,459 (16,921)

Subject to agreement with the Taxpayer Audit and Assessment Department, losses of approximately

$2,256,855,000 (2008 - $1,301,838,000) are available for set off against future taxable profits and can be
carried forward indefinitely, 8
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11. Fixed Assets

Land, Road Office
and Leasehoid Furniture,
Property & Fixtures & Computer Mctor  Construction
Improvements Equipment Equipment Vehicles In Progress Total
$'000 $7000 $'000 $'000 $'000 $'000
2009
Cost -
1 April 2008 2,484,720 20,861 7,653 8,082 3,723,662 6,244,978
Additions 9,438 739 80 2,575 2,451,063 2,463,895
Disposals - - - {2,568) ~ (2,568)
31 March 2009 2,484,158 21,600 7,733 8,089 8,174,725 8,706,305
Depreciation -
1 Apnit 2008 177,416 5,026 1,871 8,082 - 192,395
Charge for the year 52,692 2,143 2,126 1,245 - 58,206
Relieve on disposals - - - (2,568) - (2,568}
31 March 2009 230,108 7.169 3,997 6,759 - 248,033
Net Book Value -
31 March 2009 2,264,050 14,431 3,738 1,330 6,174,725 8,458,272
2008
Cost -
1 Aprit 2007 2,223,033 20,350 1,672 8,082 233,641 2,488,778
Additions 28,046 511 5,981 - 3,723,662 3,758,200
Transfers 233,641 - - - (233,641) -
31 March 2008 2,484,720 20,861 7,653 8,082 3,723,662 6,244,978
Depreciation -
1 Aprit 2007 124,885 2,935 1,210 7,720 - 136,750
Charge for the vear 52,531 2,091 661 362 - 55,645
31 March 2008 177,416 5,026 1,871 8,082 - 192,395
Net Book Value -
31 March 2008 2,307,304 15,835 5,782 - 3,723,662 6,052 583
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12. Deferred Income Taxes

Deferred income taxes are calculated on all temporary differences under the liability method using a tax rate of
33%%.

The movement in the deferred tax balance is as follows:

2009 2008
$000 $°000
At 1 April 148,220 185,560
(Charged)/credited to the profit and loss (Note 10) (124,459) 16,919
Transfer to net profit {50,8786) (36,246)
Charged/(credited) to shareholders’ equity 14,462 (17,015)
At 31 March (11,653) 148,220
Deferred income tax assets/{liabiiities) are due to the following items:
2009 2008
$'000 $°000
Deferred income tax assets -
Available-for-sale investment securities - 36,414
interest payable 114,157 103,081
Unrealised foreign exchange losses, net - 110,736
Unutilised tax losses 752,285 -
866,442 250,231
Deferred income tax liabilities -
Accelerated tax depreciation (239) {380)
interest receivable {87.,564) {100,621)
Unrealised foreign exchange gains, net (790,292) -
(878,095) (101,011)
(11,653) 149,220

The deferred tax (charged)/credited to the profit and loss account comprises the following temporary differences:

2009 2008

$'000 $'000
Interest payable 11,076 39,835
Unrealised foreign exchange gains, net {901,028) -
Unutilised tax losses 752,285 -
Accelerated tax depreciation 151 350
interest receivable 13,057 {23,264)

(124,459) 16,921
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12. Deferred Income Taxes (Continued)

13.

The company has substantial tax losses amounting to approximately $2,256,855,000 (2008 - $1,301,838,000)
(Note 10), which would give rise to a deferred tax asset and be available for offset against deferred tax liabilities.
The deferred tax asset on tax losses was not recognised in the prior year as the probability of future taxable
profits being available to fully utilise these losses was uncertain. During the current year, the deferred tax asset

on tax losses has been recognised in full as the company now has future taxable income to which the tax losses
may be utilised,

Loans Receivable

These are due from Transjamaican Highway Limited and include:

2009 2008
$'000 $'000
Loans -

(a) Subordinated Loan 2,944,981 2,181,656
(b) Grantor Procured Debt 7,684,097 6,228,604
10,629,078 8,410,350

Interest receivable -
{a) Subordinated Loan 69,957 69,544
{b} Grantor Procured Debt 191,779 176,603
261,736 246,147
10,890,814 8,656,497

Development costs were incurred by the company with respect to the Highway 2000 project including
amounts paid for the preliminary design and deveiopment work during the tender process, as well as costs
associated with the company's consultants on the project. These amounts were converted to a loan facility of
US$20 million under the terms and conditions of a Subordinated Loan Agreement (SLA) between the
company and the concessionaire dated 21 November 2001.

There were no drawdowns by the concessionaire in 2009 and 2008 under the terms and conditions of a
US$87.5 million Grantor Procured Debt {GPD) loan agreement dated 21 November 2001, At year end, funds
available for drawdown by the concessionaire amounted to U$$15.5 million, Drawdowns are made by the
concessionaire via a letter of credit facility held with the Bank of Nova Scotia Jamaica Limited.
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13. Loans Receivabie {Continued)

14.

The duration and repayment of both loans is dependent on the expected cash flows of the concessionaire. Interest
has been accrued as of the drawdown dates of the loans and is ¢alcuiated as follows:

(a) Onthe SLA loan at LIBOR plus 4.5% per annum:;

(b) On the GPD loan at LIBOR plus 4% per annum on the US dollar drawdown portion and at 5% per annum on
the Jamaican doliar drawdown, adjusted for inflation.

Pursuant to the SLA and GPD loan agreements, interest accrued on both loans is payable on 30 May and
30 November each year until maturity of the loans. However, to the extent that any interest payable is not paid on
the due date, due to there being insufficient cash available for debt servicing on that date, such interest is
capitalised and attracts interest at the rafes set out above. Interest capitalised during the year with respect to the

SLA was $197,669,000 (2008 - $228,614,000), while that for the GPD loan amounted to $537,472,000
{2008 - $526,169,000),

Under the terms of a Working Capital Reserve Agreement between the company and the concessionaire dated
22 February 2002, US§3.5 million has been made available for on-lending to the concessionaire. No drawdowns
on this facility had been made at 31 March 2009. Arrangements also need to be made to make a further Uss$6.5
million avaiiable for on-lending to the concessionaire under the same Working Capital Reserve Agreement. This
amount has been guaranteed by the Development Bank of Jamaica Limited in the event that the amount cannot be
paid by the company.

Investment Securities

2009 2008
$000 $°000
Available-for-sale securities -
Wachovia Bank -
Offshore Escrow Reserve Account (2.875% - 7.375%) - 100,769

Investment securities comprised US$ denominated securities held in an Offshore Escrow Reserve Account
(Escrow Reserve), which were pledged to secure the company’s obligation for a loan under the terms of the Credit
Agreement with Wachovia Bank, National Association, (Wachovia Bank). In accordance with the terms of an
Offshore Escrow Reserve and Control Agreement, with Wachovia Bank, the company was required to maintain the
investment securities in reserve accounts until the loan with Wachovia Bank was repaid. All balances owing to
Wachovia Bank were repaid during the prior year.

During the prior year, investment securities totalling $442,470,000 were reclassified to cash and short term
investments,



Page 28
National Road Operating and
Constructing Company Limited

Notes to the Financial Statements

31 March 2009

(expressed in Jamaican dollars unless otherwise indicated)

15. Receivables

2009 2008

$'000 $°600

Dreposit on land acquisitions 102,248 28,211
Deposit on Dyke Road fishing beach 75,539 9,334
Receivable from Development Bank of Jamaica Limited (a) - 32,865
Receivable from Ministry of Transport & Works (b) 50,071 49,622
Receivable from Transjamaican Highway Limited (c) 787,820 347,607
Other 15,290 9,993
1,030,968 477,632

(@) This balance represents funds received by Development Bank of Jamaica Limited from Banco de Desarrolio
Economico y Social de Venezuela (Bandes) to be on-lent to the company. These funds were not invested with

third parties at year end. It was agreed that Development Bank of Jamaica Limited would pay the company an
iinterest rate of 5% on these amounts.

(b) The company acted as facilitator in respect of road rehabilitation projects on behaif of the Ministry of Transport

and Works. The balance receivabie represents expenses incurred by the company in excess of funds
received.

(c) This balance represents Developer's Variation Orders for Marcus Garvey Phase 2.
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16. Cash and Short Term Investments

Cash at bank and in hand
Short term investments

interest receivable

included in short term investments are:

(@ Funds deposited in the Escrow Reserve of $Nil {2008 - $562,374,000

the prior year as all amounts to Wachovia Bank were fully paid.

{b) Pursuant to the ican agreement between the DBJ and the company,
on-lend to the company funds obtained from Bandes and that the ioan sh
company as of the date that the funds are received by DBJ from Bandes.

Amounts vaiued at $Nil (2008 - $2,944,356,000) represent funds invested b
as permitted by the loan agreement between DBJ and the company. Thes

IBJ's name.

The weighted average effective interest rate on short term i

(2008 ~ 11.20%). These investments have an average maturity of 91

For the purpose of the statement of cash flows, the cash and cash equivalents comprise the following:

Cash at bank and in hand
Short term investments

2009 2008
$'000 $000
1,534 113,783
43,985 4,230,871
45,519 4,344 654
959 95,720
46,478 4,400,374

) which became no longer restricted in

it was acknowledged that DBJ will
all be available and disbursed to the

y DBJ on behalf of the company
e investments were registered in

nvestments during the year was 8.75%
days (2008 - 112 days).

2009 2008
$'000 $'000
1,534 113,783

43,985 2,215,993
45,519 2,329,776
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17.

18.

19.

20,

Payables

2009 2008

$'000 $'000

Accrued expenses 25,192 35,469

Due to Transjamaican Highway Limited 1,033,081 353,579

Due to Development Bank of Jamaica Limited 6,675 67
Other 994 762
1,065,942 389,877

included in due to Transjamaican Highway Limited in 2009 is an amount of $1,033,081,000 (2008 - $241,887,000)
relating to the Mount Rosser project (Note 11).

Included in due to Transjamaican Highway Limited at 31 March 2008 is an amount of $49,797,000 in respect of toli
subsidies which represents financial losses arising from charging adjusted toll rates. During the year, a Cabinet
Decision was made to remove toll subsidies paid by the company to Transjamaican Highway Limited.

Short Term Loans

2009 2008
$'000 $'000
Ministry of Finance and Public Service 266,447 213,266

An amount of US$3,000,000 was received from the Ministry of Finance and Public Service during 2006 to assist
in the financing of the Portmore Causeway.

Currently, there are no repayment terms, and no amounts being charged for interest,

Share Capital
2009 2008
$'000 $°600
Authorised and issued -
1,000,000 ordinary shares 1,000 1,000

The share capital in 2008 and 2009 are stated in these financial statements without a nominal or par value.

Inflation Reserve

The company transfers a minimum of 40% of net profit at the end of each year to this reserve, which has been
established to ensure that payments to bondholders are made in accordance with the terms of the bond issue
{Note 22(a)). No transfer has been made in the current year due to the loss incurred.
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21. Fair Value Reserve

This represents the unrealised gains or losses on the revaluation of available-for-sale investments.

22. Long Term Loans

2009 2008
$000 $'000
(a) Real Return Convertible Bonds -

J$3,552,000,000 due 6 February 2032 8,010,774 7,116,223
interest payable 51,676 45,794
8,062,450 7,162,017

{b) Development Bank of Jamaica/Venezuela -
€204,386,000 (2008 - €204,386,000) 23,842,739 | |22,860,189
Interest payable 342474 263,453
24185213 23,123,642
32,247,663 30,285,659

{a) This represents 4.5% convertible bonds issued by the company on 7 February 2002. The aggregate proceeds
received from subscribers totaled $3,552,000,000.

The bonds were issued at par and will be redeemed at the greater of par or par as adjusted for inflation or
deflation based on changes in the all Jamaica “All Group” revised Consumer Price index. However,
bondholders have been given the option to convert some or all of the redemption monies for the bonds at

redemption date into the company's ordinary shares, at a share price of 80% of the value of the shares at that
date.

Coupon interest on the bonds will accrue at the rate of 4.5% per annum, adjusted for inflation or deflation, and

is payable semi-annually in arrears on 7 February and 7 August of each year until maturity. Interest and
inflation compensation are exempt from income tax.

The payment of principal and interest on the bonds is guaranteed by the Government of Jamaica and the
bonds will rank pari passu with all similar future unsecured indebtedness of the company.

The net proceeds of the bond issue have been on-lent to the concessionaire to provide part financing of the

construction costs of Phase 1 of Highway 2000, in accordance with the terms of the GPD Loan Agreement
between the company and the concessionaire (Note 13).



Page 33

National Road Operating and

Constructing Company Limited

Notes to the Financial Statements
31 March 2009
(expressed in Jamaican dollars unless otherwise indicated)

22. Long Term Loans (Continued)

(a)

(b)

{cortinued):

The fair value of the liability component of the bonds cannot be reliably determined because the bonds are not
being traded and there are no similar instruments in the market. However, there is no evidence to suggest that
the liability component is less than proceeds, Also, given that the conversion option is so far into the future, no
value has been assigned to the equity conversion component of the bond.

The convertible bonds are recognised in the balance sheet as follows:

2009 2008

$°000 $°000

Face value of bonds 3,552,000 3,652,000
Inflation compensation 4,508,532 3,616,157
Less: Transaction costs (49,758) {51,934)
8,010,774 7,116,223

interest payabie 51,676 45,794
8,062,450 7,162,017

This loan represents a loan facility negotiated with Banco de Desarrolioc Economico y Social de Venezuela
{Bandes) through Development Bank of Jamaica Limited to repay loans incurred to finance the Highway 2000

project and to provide working capital to the company. The loan is supported by promissary notes issued by
the company to DBJ.

The final tranche of €51,097,000 was received in the prior year.

The principal amount for each disbursement is repayable in sixteen equal quarterly payments of principal
beginning on the last business day of the first quarter in the fifteenth year after the disbursement of the loan.

Interest rate on the loan is variable and is payabie semi-annually in arrears on 15 February and 15 August of
each year.

On 15 February 2008, the Development Bank of Jamaica Limited on behalf of NROCC entered into a cross
currency swap agreement with Citibank N.A for the payment of interest on the DBJ/Venezuela ioan. Based on
the terms of the agreement DBJ will pay interest on US$310,896,000 at a rate of 8.29% (2008 — 7.75%). In

exchange Citibank N.A. will pay interest on the loan amount of €204,400,000 at a rate of 7.50%
{2008 - 7.50%).
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22. long Term Loans (Continued)

{b} (continued):
The loan balance is recognised in the balance sheet as follows:

Face value of loan
Less: Transaction costs

Interest payabie

23. Related Party Balances and Transactions

Related companies inciude Government related entities and ministries.

(a) Year end balances with related parties are as follows:

Receivable from related parties -
Development Bank of Jamaica Limited
Ministry of Transports and Works

Pavable to related parties -

Development Bank of Jamaica Limited -

(i) Payables

(i) Longterm loans

Ministry of Finance and Public Service -
Short term loan

(b) Transactions with related parties are as follows:

Development Bank of Jamaica Limited -
Interest income

Expenses -
interest expense
Professional fees

2009 2008
$'000 $°000
23,881,074 22,900,922
(38,335) (40,733)
23842739  22.860,189
342,474 263,453
24185213 23123642
2009 2008
$'000 $°000
- 32,865
50,071 49,622
6,675 67
24,185213 23,123 642
266,447 213,266
2009 2008
$°000 $°000
30,784 3,568
43,752 47,329
5,502 6,028
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23. Related Party Balances and Transactions {Continued)

(c) Key management compensation

Salaries and other short-term employee benefits
Statutory contributions

Birectors’ emoluments -
Fees
Management remuneration

24, Cash Flows from Operating Activities

Net loss
Adjustments for:
Depreciation
Gain of disposal of fixed assets
interest income
Interest expense
Tax charge/(credit)
Effect of exchange rate on foreign balances

Inflation compensation on Real Return Convertible Bonds

Changes in operating assets and liabilities:
Receivables
Taxation recoverable
Payables

Cash used in operating activities

2009 2008
$'000 $°000
11,212 5,000
671 13
11,883 5,013
654 226
11,224 5013
2009 2008
$°000 $'000
(2,189,198)  (6,350,702)
58,206 55,845
(1,886) -
(920,499)  (1,257,541)
2,370,056 1,798,873
124,459 {16,921)
(598,202) 3,972,752
892,374 1,244,248
(264,690) (553,6486)
(553,336) (200,701)
(40,465) (111,177)
676,065 333,908
(182,426) (631,616)
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25. Subsequent Event

A Parliamentary Guarantee was issued in August 2009 under the provisions of the Approved Organizations and
Approved Authorities Loans (Government Guarantee) Act, in respect of loan of €204,400,000 from the
Development Bank of Jamaica Limited and DBJ's satisfaction of certain conditions required by Citibank N.A. under
the terms of a cross-currency swap entered into on 1 March 2008, to cover the amount of the maximum MTM
exposure of the transaction (estimated at US$79 million).




