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The AMI implementation has significantly strengthened our efforts to detect customer anomalies that result in
non-technical losses. This, combined with an energy-rebalancing project and a customer-to-feeder mapping
project, significantly enhances the Company’s ability to systematically detect high loss areas, thus allowing us
to prioritize the direction of field service investigations. Other initiatives and work programmes include regular
customer audits and the constant patrolling and removal of ‘throw-ups’ with assistance from the police force.

A summary of the results achieved over the past three years is provided in Table 1 below:

TABLE 1: RESULTS FROM LOSS REDUCTION PROGRAMMES

2006 2007 2008
Customer Account Audits 13,000 15,900 | 16,400
Removal of throw-ups 7,000 25,000 |42,000
Energy recovered/back-billed (kWh) 19,000 48,900 | 49,300
Revenues recovered (J$ Millions) $200 $494 $750

Despite our best efforts, however, the problem of non-technical losses has become endemic and pervasive,
from deep rural communities to inner city communities, to well-known businesses. Audits have detected
anomalies with the power supply across all customer and socio-economic sectors. The situation has
been exacerbated by the significant increase in the cost of electricity (primarily due to the sharp increase
in fuel prices and the depreciation of the Jamaican dollar) in the last three years in particular, coupled with high
inflation, high unemployment and generally worsening economic conditions.

FIGURE 1: SYSTEM LOSSES

Tariff J$/kWh

As Figure 1 indicates, while losses as a percentage of net generation was relatively high at 22.8% in 2008,
the rate of growth of losses in absolute terms has slowed down.That is to say, when one looks at the
quantum of losses (kWh), one will observe that the growth in these losses has been relatively flat over
the last three years, despite the significant increase in prices during the period. The success in keeping
losses relatively flat is attributable to the various aggressive loss reduction campaigns pursued
over the past year.



Employees listen attentively during a JPS
Management/Union meeting

An AMI meter.

THE JOB EVALUATION & COMPENSATION
REVIEW EXERCISE

The Job Evaluation and Compensation Review Exercise goes as far back as

November 2000, and has been the matter of an intense dispute between the
Company and the Unions for the past three years. In 2007, a provision of J$2.4
billion was made based on preliminary estimates provided by the Consultants

contracted to do the retroactive salary computations.

In late April 2008, the Consultants submitted a final report that showed a substantial
increase in the amount required to settle this matter. On May 6, 2008,

an agreement brokered with the assistance of the Government, through
the Ministry of Labour, was reached with the Unions.This resulted in a
J$2.3 billion (net) payment to employees and an adjustment of their current
salaries based on a formula of the top 5-10 percentile of the benchmarked
market, as determined by the Consultants. The gross cost of the exercise, after
payment of all relevant taxes, is expected to be J$3.5 billion. The retroactive
payments were made to employees in May 2008 and to former employees in
June 2008.

As a result of the above, the J$2.3 billion provision made in 2007 was increased
to J$3.5 billion during 2008. These amounts would have negatively impacted the
operating profit of the business for both years, although the cash flow impact did
not occur until 2008.

Consequently, a Z-factor claim was submitted to the OUR on March 2, 2009 for
recovery of these legitimate operating expenses.

OPERATIONAL PERFORMANCE

The Company’s 2008 Operational Performance showed encouraging improvements
over 2007. Two of the measurements used to assess the quality of our service
to our customers are known as SAIDI (System Average Interruption Duration
Index) and SAIFI (System Average Interruption Frequency Index). Both indicators
showed marked improvements in 2008, compared to 2007, demonstrating a significant
reduction in power interruptions to our customers. The availability of our
generating plants also improved, reducing the number of outages due to plant
failures. JPS also improved the overall efficiency with which it burnt fuel during the
period, as measured by the system Heat Rate.

SAFETY

During 2008 the Company’s safety performance improved significantly,
as a result of an increased focus on safety throughout our operations. The
renewed focus on safety resulted in performance levels consistent with the
Top Quartile of the utility industry, based on the benchmarks established by
the Edison Electric Institute - the US-based association of electric companies,

industry suppliers and related organisations.
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2008 EMERGENCY RECOVERY AWARD

JPS continues to excel in the area of hurricane restoration. Our efforts in this area were recognized by the
Edison Electric Institute (EEI), which honoured Marubeni/Jamaica Public Service Company as a winner of
the association’s “Emergency Recovery Award” for our power restoration efforts after Tropical Storm
Gustav battered Jamaica in August 2008, causing approximately 70 per cent of the island’s customers
to lose electricity service. The “Emergency Recovery Award,” presented annually by EEI, recognizes exceptional
efforts in restoring electric service that has been disrupted by severe weather or other natural events.

SERVING OUR COMMUNITIES

Despite the challenges of 2008, JPS was able to maintain positive relationships with the various
communities it serves, including busineses, schools, and the communities in which our main operating
facilities are located. The Company maintained and improved on partnerships with sector groups
such as: the Jamaica Hotel and Tourist Association (JHTA), the Jamaica Manufacturers’ Association (JMA)
and the Jamaica Employers’ Association (JEA).

Additionally, JPS has maintained its involvement in a number of community activities and primarily
in education and sports. A number of tertiary level institutions benefited from JPS grants to assist needy
students and improve the institutions’ infrastructure. At the early childhood level, the Company continued
to partner with the Ministry of Education to ensure that at least 15,000 youngsters were provided with a proper
meal each day throughout the academic year. The Company also continued its annual series of Science &
Technology Expositions, which encouraged innovation among students from primary through to tertiary levels.

In sports, JPS played a significant role in honing the skills of many young people through sponsorship of community
football, netball and basketball league competitions, as well as through our involvement in a number of track
and field events.

OF SPECIAL NOTE:
ANNOUNCEMENT OF SALE OF MARUBENI'S SHARES

On March 22, 2009, Marubeni Caribbean Power Holdings, Inc., a wholly owned subsidiary of Marubeni
Corporation of Japan, announced that it had entered into an agreement with Abu Dhabi National Energy
Company (“TAQA”) from the United Arab Emirates in which TAQA will become a partner of Marubeni in
Marubeni’s power sector investments in the Caribbean region. Marubeni and TAQA will have equal shareholding
in MaruEnergy Caribbean Ltd. (MCL), which is master holding company at the top of the ownership chain.

—

Tomofumi Fukuda Damian Obiglio
CHAIRMAN PRESIDENT & CEO
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Detommie Sergeant, Communications Assistant, interacts with participants in the 2008 Summer Energy Camp.
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THE SENIOR
MANAGEMENT TEAM

From left to right: Frank “Tony” Ray, Sangeet Dutta, Damian Obiglio, Valentine Fagan, Swee Chua, James Miller, Katherine Francis, Gary Osborne

FRANK “TONY” RAY -

DIRECTOR, EXTERNAL AFFAIRS

SANGEET DUTTA-

VP, CUSTOMER OPERATIONS

DAMIAN OBIGLIO-

PRESIDENT AND CEO

VALENTINE FAGAN -

VP, GENERATION EXPANSION

SWEE CHUA-

VP, COMMERCIAL SERVICES

JAMES MILLER-

VP, GENERATION

KATHERINE FRANCIS-

GENERAL COUNSEL & CORPORATE SECRETARY

GARY OSBORNE-

CHIEF FINANCIAL OFFICER
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From left to right: Ricardo Rennalls, Dwight Dacosta, Sherrice Lyons, Garth McKenzie, Wilf Talbot, Lloyd Tyme, Alicia Lyle, Maria Myers Hamilton, Blaine Jarrett,
Aldington-Dean Smith, Dan Theoc

RICARDO RENNALLS - DIRECTOR, TRANSMISSION

DWIGHT DACOSTA- DIRECTOR, SYSTEM PLANNING & CONTROL
SHERRICE LYONS- DIRECTOR, NORTH REGION

GARTH MCKENZIE- DIRECTOR, METRO REGION

WILF TALBOT - DIRECTOR, EAST REGION

LLOYD TYME - DIRECTOR, SOUTH REGION

ALICIA LYLE- DIRECTOR, HUMAN RESOURCE SERVICES

MARIA MYERS HAMILTON- DIRECTOR, INFORMATION SYSTEMS

BLAINE JARRETT- DIRECTOR, WEST REGION

ALDINGTON-DEAN SMITH- DIRECTOR, FINANCIAL PLANNING & REPORTING

DAN THEOC- VP, FINANCE
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THE HIGHLIGHTS

JPS INTRODUCES NEW INITIATIVES
TO COMBAT ILLEGAL CONNECTION

In 2008, JPS introduced a number of new
initiatives aimed at minimising the incidences
of electricity theft across the island.These
included: Large Account & RPD Audits, the
Advanced Metering Infrastructure (AMI) for
large accounts, Anti-Theft Network & Meter
Centres, Audit of zero-consumption customers,
removal of Inactive Account Service Equipment
and Meter Sealing. These approaches were
complemented by community interventions
and public engagements where persons were
made aware of the risks associated with elec-
tricity theft and the benefits of regularisation.

JPS ASSISTS TURKS AND CAICOS
WITH HURRICANE RESTORATION

Five linemen from JPS travelled to Turks and
Caicos islands where they joined other
linemen from the Caribbean Electric Util-
ity Service Corporation (CARILEC), to assist
the Turks and Caicos lIslands with their
restoration efforts after Hurricane lke ravaged
the islands on September 7. Ninety per cent
(90%) of the islands’ distribution network was
damaged. The five-man team spent five weeks
in the islands rebuilding and rewiring lines and
replanting poles. They were responsible for
restoring approximately 65% of the islands’
distribution system.

“JPS
CATEGORIZED AS
ONE OF THE
SAFEST
UTILITIES IN THE
REGION.”

* JPS ended 2008 with significant safety im-
provements in its operations.

= The power plants achieved an eighty per
cent (80%) reduction in the total number of
days away cases (DAWC) compared to 2007.

e There was a thirty-one per cent (31%) re-
duction in the total number of accidents in-
volving company vehicles relative to 2007.

= Increased focus on environment, health and
safety resulted in JPS being categorized as
one of the safest utilities in the region.

< Bogue Power Station in Montego Bay
celebrated 14 years without a Day Away from
Work Case (DAWC) and five years without a
recordable injury.

e The Hydro Power Plant also recorded ten
years without a DAWC.

e The Company’s safety record improved
significantly resulting in performance levels
consistent with the Top Quartile of the Utility
Industry.
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THE HIGHLIGHTS

JPS PREPARES FOR TWO
RENEWABLE POWER PROJECTS

- These projects included: the addition of
over 9 megawatts (MW) of new generating
capacity using wind and hydro power in
Munro and Maggoty, both in the parish of
St. Elizabeth.

e The Company signed a partnership
agreement with Petrojam for the construction of
a 120MW cogenerating plant producing Petcoke
as a by-product of the refining process for crude
oil, which will then be used to fuel the plant.

JPS MAKES SIGNIFICANT
IMPROVEMENTS IN CUSTOMER
SERVICE

In 2008, the Company experienced significant
improvements in customer service.

= Over 2 million calls were handled by the Call
Centre team with a service level of 84%.

e The Billng Team analysed approximately
208,000, meter-reading anomalies and
completed approximately 8,500 billing
adjustments.

e The Customer Care Team also processed
over 680 OUR related cases and responded to
approximately 12,000 emails.

- By the end of 2008 the Key Account
Satisfaction level went up to 89%, a 2%
improvement over 2007.

e The Marketing and Energy Services
team assisted in connecting over 300 cell
sites and a number of large facilities such
as: Fiesta Hotel, RIU, and Iberostar Hotel to
the grid.

JPS HOSTED CARILEC CONFERENCE

 JPS hosted the CARILEC Conference
for the first time. This involved a number
of engineers from 19 electric utilities across
the Caribbean discussing: rising fuel costs,
loss reduction strategies to combat the illegal
usage of electricity, operational issues
pertaining to power generation and the
transmission and distribution of electricity.

e The Company signed a letter of intent
with Petrojam at the end of the Confer-
ence, JPS also hosted the inaugural
JPS/Caribbean Lineman Rodeo at the
Trelawny Multi-Purpose Complex.

JPS REPLACES SCADA SYSTEM
TO IMPROVE EFFICIENCY

«In 2008, JPS continued work to replace
its RANGER™ Supervisory Control
and Data Acquisition/ Energy Management
System (SCADA/EMS) - the main computer
system that is used by the System Control
Engineers and Planning Engineers in
managing and controlling the Company’s
Power System on a daily basis.

e The new OSI Monarch™ system once
installed will allow data exchange between
the corporate network and the power
system. This opens the door for real-time
monitoring of the power system from any
computer on the JPS network.

The Map Board at System Control
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JPS: MORE THAN JUST
POWER LINES

= JPS played a major role in sports through
sponsorship of: community football leagues,
regional netball leagues, JPS/Jamaica
Basketball Association All Island League,
JPS/Jamaica National Eastern Championships,
Jamaica Public Service/Jamaica Netball
Association President’s League, Eastern
Cross-Country Run and Gibson Relays.

= The Company also contributed to educa-
tion. $J8 Million was donated to tertiary
institutions including: University of Technology
(UTECH), University of the West Indies
(UWI) and the Northern Caribbean University
(NCU) to assist needy students and upgrade
some of the institutions’ facilities.

e The Early Childhood Nutrition Programme
continued with approximately 15,000
children from 1,200 Basic Schools across
the island receiving at least one meal each
day.

e Two students - Jason Knight of Wol-
mer’s Boys School and, Locksly Wallace
of Kingston College, were given JPS
scholarships to go to Kettering University
in Flint, Michigan to participate in the
University’s summer programme.

= JPS maintained its sponsorship of the
Cancer Relay For Life, Pan Caribbean’s
Sigma Run, and made significant donations to
the United Way of Jamaica’s Workplace
Philanthropy Programme.

JPS team at 2008 Cancer Relay For Life

‘— $J8 MILLION

WAS DONATED TO
TERTIARY INSTITUTIONS
....TO ASSIST NEEDY
STUDENTS AND UPGRADE
SOME OF THE INSTITUTIONS’
FACILITIES.”

Eastern Cross Country Run takes off
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SECURING
THE FUTURE

A downturn in the global economy, a challenging local environment,
and a number of internal operational issues, combined to make
2008 a difficult one for the Jamaica Public Service Company (JPS).
However, while the negative circumstances tested the resilience of
the JPS team, they also served as catalysts that encouraged team
members to work harder to increase the Company’s ability to withstand
this demanding period.

RE-FOCUSING OUR EFFORTS

Most companies would be happy if their year started out with a
lot of enthusiasm and public attention. But most companies would
prefer if the source of the attention were a positive event. This was
not the case for JPS. On January 9, the Company experienced
a system failure, which resulted in an islandwide power outage.
Within minutes of its occurrence, the Company commenced gradual
restoration of power to customers. This process was completed
in approximately four hours. However, despite the quick response,
the incident received a high level of negative media attention.

Following this incident, JPS took tangible action to address the
weaknesses in the system, in order to reduce the likelihood of a
recurrence. During 2008, the Company significantly increased its
investment in the power delivery network, spending a total of $US4
Million upgrading and reinforcing the Transmission and Distribution
(T&D) infrastructure across the island. This included: changing out
a large number of breakers and some reclosers, improving the system’s
communication capabilities and installing capacitor banks.

LAYING THE FOUNDATIONS FOR THE ‘SMART GRID’

In 2008, the Company commenced work to replace the RANGER™
Supervisory Control and Data Acquisition/ Energy Management
System (SCADA/EMS). This is the main computer system that is
used by the System Control Engineers and Planning Engineers in
managing and controlling the Company’s Power System on a daily
basis.

This basic SCADA system allows Control Engineers to remotely
monitor and control the Power System, while the EMS has several
network applications that use real-time data to make decisions for
network optimisation.




However, as the company continues to make efforts to improve its
efficiency, the OSI’'s Monarch™ system was selected to replace the
current RANGER™ system at the Company’s System Control Centre in
Kingston and provide an Emergency Backup System (EBS), which will
be located at the Bogue Station in Montego Bay.

One of the main benefits of the Monarch system is that it will use
modern communication technology without proprietary interfaces,
which will improve data exchange between the corporate network
and the power system. This opens the door for real-time monitoring
of the power system from any computer on the JPS network. This
project is expected to be completed in 2009.

REINFORCING OUR RESPONSE TO SYSTEM LOSSES

Over the years, JPS has struggled with a huge loss of revenue as
a direct result of illegal connections and other forms of electricity
theft. In 2008, losses in general, (both technical and non-tech-
nical) grew to a record high of 22.9%, with non-technical losses
(theft of electricity) accounting for approximately 13% of that total.
This, despite the investment of hundreds of millions of dollars each
year, and the implementation of a range of initiatives to address the
problem. While these initiatives have produced meaningful results in
containing electricity theft, these efforts have, however, only been
able to reverse the trend temporarily.

Recognizing that persons continually find more sophisticated ways
to steal electricity, JPS has to constantly seek more creative and
enduring ways to combat the problem. In this regard, the Company
has introduced a number of new initiatives, ranging from the use
of technology to the active engagement of communities with high
incidents of theft.

Some of these initiatives include: Large Account & RPD Audits, the
Advanced Metering Infrastructure (AMI) for large business
accounts, reconductoring and implementation of the Anti-Theft
Network & Meter Centres, Audit of zero-consumption customers,
Meter Sealing, and the Removal of Service Equipment for Inactive Accounts.
These approaches were further bolstered by a number of community
interventions and public engagements that continued to sensitize
the public to the risks associated with electricity theft and the benefits
of regularization.
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Damage caused by Tropical Storm Gustav

“THE EDISON
ELECTRIC INSTITUTE
(EEI) HONOURED
JPS AS A

WINNER OF THE
ASSOCIATION'S
“EMERGENCY
RECOVERY AWARD"’
FOR ITS POWER
RESTORATION
EFFORT AFTER
TROPICAL STORM
GUSTAV”

Sangeet Dutta (left), VP Customer
Operations and Damian Obiglio,
President and CEO, display the 2008
Emergency Recovery Award.

WEATHERING THE STORM

Since 2004 when Hurricane lvan broke the 17-year respite that
the island had from hurricanes, JPS has had to contend with a
number of storms and hurricanes. In 2008, Tropical Storm Gustav
hit the island on August 28, leaving several parishes with impassable
roadways, numerous landslides, dislodged poles and broken power
lines. When the storm had completed its journey across the island,
approximately 70% of the 584,000 customers were without power

supply.

With the accumulated years of experience in responding to hurricanes
and other emergency situations, JPS quickly completed its assessment
of the damage and in just a little over a week the Company had restored
power supply to all customers.

JPS’ restoration efforts were not limited to Jamaica, but extended
to other members of the Caribbean Electric Utility Service Corporation
(CARILEC) family. Following the destruction of about 90% of the
transmission and distribution network of the Turks and Caicos Islands by
Hurricane Ilke on September 7, a team of five JPS linemen travelled
to the islands to assist with the restoration efforts.They became a
part of the support team of CARILEC linemen from the islands of St.
Vincent, Antigua, Grenada, Grand Bahama and Jamaica. This five-
man team returned to Jamaica five weeks later pleased with their
contribution at restoring approximately 65% of the islands’ distribution
system.

JPS’ outstanding performance did not go unnoticed. Several
months later, in March 2009, The Edison Electric Institute (EEI)
honoured the Company as a winner of the association’s “Emergency
Recovery Award” for its power restoration effort after Tropical Storm
Gustav. The “Emergency Recovery Award,” presented annually by
EEI, recognizes exceptional efforts in restoring electric service that
has been disrupted by severe weather or other natural events. JPS
was also nominated for the Restoration Assistance Award, as part
of an international nomination process.

SURPASSING EXPECTATIONS

Following on a challenging year for safety in 2007, employees
worked hard to ensure that the mistakes made in 2007 were not
repeated in 2008. They were also determined to meet as many, if
not all, of the safety targets set for the year. This determination
was maintained during the year, which ended on a positive note
with the hard work resulting in the targets not only being met but
in some cases exceeded. The Company actually ended 2008 with
significant improvements in its plants’ safety operations, including
an eighty per cent (80%) reduction in the total number of days away
cases compared to 2007. There was also a thirty-one (31%) reduction in
the total number of accidents involving company vehicles, relative
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to 2007. Other achievements included: Bogue Power Station in
Montego Bay celebrating 14 years without a Day Away from Work
Case (DAWC) and five years without a recordable injury. The Hydro
Power Plant also recorded ten years without a DAWC.

The increased focus on environment, health and safety resulted in
JPS being categorised as one of the safest utilities in the region.
The Company’s 2008 safety performance allowed JPS to achieve
top quartile performance, based on benchmarks established by
the EEI.

The Company’s remarkable performance in many areas was the
result of the efforts of employees who continued to go beyond
the call of duty. One example of this was when two employees,
Lloyd Haye, Relieving Caretaker/Operator and Alvern Mott, Atten-
dant, from the Company’s Hydro Division, surpassed expectations
by risking their lives to save the plant at Rio Bueno during a fire.
Without the assistance of the Fire Brigade, these two men who
were on duty on the night that Rio Bueno went up in flames, fought
the fire with a garden hose after using up all the fire extinguishers that
were available. They worked relentlessly, despite the raging inferno
and did not give up until they had conquered the fire and brought it
under control. The location sustained major damage, but due to the
efforts of these two individuals the restoration and repair work that
would be needed to bring this plant back on the grid was greatly
reduced. The employees were subsequently recognized for their
outstanding performance.

EMBRACING FUEL DIVERSIFICATION

As early as January 2008, it became evident that it was going to
be a challenging year as it relates to the price of oil on the world
market. The year started off with the price of oil in January already
exceeding US$50 per barrel. At that time the forecast was that the
cost per barrel would hit the dreaded US$100 mark before the year-end.
As the year continued, some began to predict that prices would
actually surpass the US$100 mark. Despite the many projections and
the emerging trend, it was still a global shock when the cost of one
barrel of oil reached a record high of US$147 in July 2008. This had
a severe impact on many sectors of the Jamaican society, resulting in
increases in a number of goods and services.

The fact that more than 95% of the electricity generated by JPS
is fuelled by oil, meant that the increases in the price of oil on the
world market were reflected in the Fuel & IPP Charge on customers’
bills. This charge peaked in the summer, when the unprecedented
US$15 Million increase in the Company’s fuel bill for July translated

Lloyd Haye (left) Relieving Caretaker /
Operator accepts his award from Ephraim
Strickland, Caretaker/Operator Roaring
River.

“US$15 MILLION
INCREASE IN THE
FUEL BILL FOR JULY
TRANSLATED TO THE
HIGHEST EVER FUEL &
IPP CHARGE"

Damian Obiglio, Pres. and CEO, (left) shares a light
moment with Clive Mullings, Former Minister of
Mining, Energy and Telecommunications (right) and
lan Moore, Former PCJ Chairman



President and CEO, Damian Obiglio (left)
and General Manager of Jamaica National
Building Society, Earl Jarrett, are assisted
with the signing of documents by Winsome Cal-
lum, Head - Corporate Communication.

“OVER

2 MILLION CALLS
WERE HANDLED BY
THE CALL CENTRE
TEAM,...TO ACHIEVE
A SERVICE LEVEL
OF 84%”

Customer Care Representatives

to the highest ever Fuel & IPP Charge of J$20.323 on bills that custom-
ers received in August - a 100% increase over the corresponding
month in 2007.

It was more evident than ever before, that the country needs to
reduce its dependence on oil for electricity generation. But, while
it is clear that the transformation from high fuel dependence to
more renewable sources is a long-term initiative, the Company has
already begun to lay the foundation for such a future.

There was no doubt, therefore, that JPS would have been one of
the companies to respond to a request for bids by the Office of Utilities Regulation
(OUR). As part of a long-term strategy to gradually reduce its dependence
on oil for electricity generation, JPS submitted a proposal to the
OUR for a number of renewable projects. In late 2008, the OUR
gave approval to JPS to begin preparatory work on two projects for
the addition of over 9 megawatts (MW) of new generating capacity
using hydro and wind power. The two projects are: a 6.3-mega-
watt hydroelectricity power plant in Maggotty, St Elizabeth, and a
3-megawatt wind farm in Munro, St Elizabeth.

In keeping with its commitment to pursue alternatives to oil, JPS
also signed a letter of intent with Petrojam for the construction of a
120MW cogenerating plant using Petcoke, which is a by-product
of the refining process for crude oil. Other projects being pursued
in this regard include: the conversion of the Bogue combined cycle
plant in Montego Bay, St. James to use Compressed Natural Gas
(CNG) and the rehabilitation of the Constant Spring Hydro plant in
St. Andrew. It is expected that these initiatives should save the
Company and by extension JPS consumers, millions of dollars in
fuel costs each year.

RENEWING OUR COMMITMENTS

In addition to high fuel costs, in 2008, JPS was faced with billing
and operational challenges that tested its relationship with custom-
ers. These however created opportunities for the Company to re-
new its commitment to provide high quality service to customers.

Not surprisingly, during the difficult periods a lot of pressure was
placed on the Company’s Customer Care Centre. Over two million
calls were handled by the Call Centre team, which managed to
achieve a service level of 84% despite the challenges. The Billing
and Resolution teams were kept busy analyzing bills, processing
cases referred by the OUR, and responding to customer queries.
As part of efforts to improve the overall service quality, the Customer
Care team was expanded to facilitate speedier service both for external
and internal customers.
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SUPPORTING BUSINESSES

During 2008, the Company was able to maintain positive relationships
with its large customers, primarily through the hard work of the
Marketing & Energy Services team.The Key Account Managers handled
over 2,000 customer issues for this group and played an integral role in
keeping the group informed on new projects and service improvements.
The team also continued to offer its support to businesses in a number
of ways, including: responding to customer queries, conducting
energy management presentations, facilitating energy audits, and
partnering with sector groups on events and activities hosted by the
Jamaica Hotel & Tourist Association (JHTA), the Jamaica Manufacturers’
Association (JMA), and the Jamaica Employers’ Association (JEA). One
highlight of the year was the presentation of the award for the Best
Use of Technology to the Marketing & Energy Services team for the
outstanding booth at the JMA/JEA Expo.

By the end of 2008 the Key Account Satisfaction level was at 89%,
a 2% improvement over 2007.The Marketing & Energy Services
team also consulted with the relevant internal and external teams
in facilitating the smooth connection of over 300 cell sites and the
addition of a number of large facilities to the grid. These included
projects such as: Fiesta Hotel, RIU, and Iberostar Hotel, to name
a few.

STRENGTHENING PARTNERSHIPS

While JPS’ main focus is on generating, transmitting and delivering
electricity to its customers in a safe and reliable manner, the Company
understands that it also has a deeper responsibility to the
communities that it serves. This has been the motivation for JPS’
involvement in a number of community activities and the reason behind efforts
to maintain its vibrant corporate social responsibility portfolio which
focuses on health, education and sports.

In 2008, the Company continued to make a contribution to the development of
sports through its involvement in community football and netball league
competitions, the JPS/Jamaica Basketball Association All Island
League, JPS/Jamaica National Eastern Track & Field Championships, Eastern
Cross-Country Run and Gibson Relays, among other events.

The Company also made noteworthy impact in the area of education.
The year started out with J$8 Million being donated to tertiary institutions
including: University of Technology (UTECH), University of the West
Indies (UWI) and the Northern Caribbean University (NCU) to assist
needy students and help to upgrade some of the institutions’ facilities.

JPS Booth

Frank “Tony” Ray, Director of External Affairs
and Kettering University scholars,Locksly
Wallace (left) and Jason Knight (right).



Participants in the Pan Caribbean Sigma Run
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JPS Summer Energy Camp 2008 visits Rockfort
Power Plant.

The Early Childhood Nutrition Programme was also sustained in
2008, with approximately 15,000 children from 1,200 Basic Schools
across the island receiving at least one meal each day.

In 2008, JPS sent two students to Kettering University in Flint
Michigan to participate in the University’s summer programme, as
part of ongoing efforts to expose outstanding inner-city youth to
options for study at the tertiary level. Once again, the Company
proved to have made the best choice as both students excelled
and have now received scholarships, which they will be taking up
in September of 2009.

The 2008 series of the Science & Technology (S&T) Exposition held
in association with the Scientific Research Council (SRC) and the Associa-
tion of Science Teacher’s of Jamaica (ASTJ), was another success.
JPS has spent approximately J$8 Million since 2003 on the S&T
Expos which has facilitated the participation of at least 50 schools
on an annual basis. A number of outstanding exhibits emerged
from the regional expos, making the selection of winners at the Na-
tional Final difficult for the judges. After much deliberation, Norman
Manley High School was declared the winner with its solar powered
battery project entitled, “Lenz the Power Frenz”.

During the month of July, JPS launched its first Summer Energy camp.
This exciting summer camp was created for young students to learn more
about JPS and electricity, safety and electricity and go on a ‘power trip’
to a power plant located in Kingston for a tour and a lesson on how
electricity is produced.

JPS also maintained its sponsorship of the Cancer Relay For Life,
increased its participation in the Pan Caribbean Sigma Run and made
significant donations to the United Way of Jamaica’s Workplace Philanthropy
Programme.

JPS’ efforts to strengthen key partnerships also extended beyond Jamaica’s
borders. For the first time, in 2008 JPS hosted the annual CARILEC
Conference. This event saw a number of engineers from 19 electric
utilities across the Caribbean coming together to discuss critical issues
affecting the industry, including: rising fuel costs, strategies to combat
the illegal usage of electricity, and operational challenges. As a part
of the week of activities associated with the Conference, the Company
hosted the inaugural JPS/Caribbean Lineman Rodeo at the Trelawny
Multi Purpose Complex. The Company then went on to take most of
the prizes despite strong competition from linemen from Dominica,
Grand Bahama and St. Lucia.
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JAMAICA PUBLIC SERVICE COMPANY LIMITED

DIRECTORS’
REPORT

The Directors of the Jamaica Public Service Company Limited submit herewith their Annual Report with
the Audited Financial Statements for the year ended December 31, 2008:

Year ended Period ended
December 31, 2008 December 31, 2007
(Twelve months) (Twelve months)
$’000 $'000

OPERATING REVENUES 988,204 785,388
Profit/(Loss) before Taxation 8,590 (5,621)
Taxation credit/(Expense) 255 2,701
Net Profit/(Loss) attributable to Shareholders 8,845 (2,920)
Dividends on Preference Shares 2 2

Dividends on Ordinary Shares 24,500 (25,000)

DIVIDENDS:

The dividends for the year on all preference shares have been paid in full. Interim dividend payments of
(US0.054975¢), (US0.045812¢) and (US0.057265¢) on the ordinary stocks and shares were declared by
the Board on the 27th day of June 2008, 31st day of October, 2008 and 31st December 2008 respectively.
The Board will not recommend any further payment.

AUDITORS:

In accordance with Section 154 of the Companies Act, a resolution proposing the appointment of the
Auditors and for the Directors to fix the Auditors’ remuneration will be put to the Annual General Meeting.

DIRECTORS:

In accordance with Articles 86 and 123 of the Company’s Articles of Association,

iii. Mr. Tom Samson and Mr. James Zimmer having been appointed to the Board since the last Annual
General Meeting shall cease to hold office and, being eligible offer themselves for election;

iv. Mr. Richard Mukhtar (Alternative Director for Mr. James Zimmer) and Mr. Mo Majeed (Alternative Director
for Mr. Seiji Kawamura) having been appointed to the Board since the last Annual General Meeting shall
cease to hold office and, being eligible offer themselves for election.

Mr. John Gillick resigned during the year under review. The Board wishes to express its sincere appreciation
to Mr. Gillick for his contribution to the Company.

The Directors wish to thank the Management and staff of the Company for their performance during the
year under review.

S e

Katherine P.C. Francis
Secretary
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OPERATIONAL
STATISTICS

OPERATING REVENUES ($000°’s)
Residential

Commercial & Industrial (Sml.)
Commercial & Industrial (Lge.)

Other

TOTAL

NUMBER OF CUSTOMERS
Residential

Commercial & Industrial (Sml.)
Commercial & Industrial (Lge.)

Other

TOTAL

NET GENERATION AND PURCHASES (MWH)

Steam & Slow Speed Diesel

Hydro

Gas Turbines

Combined Cycle Plant

Purchases

TOTAL

Losses & Unaccounted for (MWh)
Systems losses as a percentage of Net Generation
Heat Rate (Kj/kWh)

ENERGY SALES (MWH)
Residential

Commercial & Industrial (Sml.)
Commercial & Industrial (Lge.)

Other

TOTAL

AVERAGE USE & REVENUE per residential customer

Annualized kWh consumption/Customer
Annualized Revenues/Customer

U.S Dollars per kWh

Average billing exchange rate for period
U.S. Cents per kWh

Dec-31-08
US$'000
(12 months)

349,467
454,436
159,142
25,159

988,204

526,492
62,347
124

199
589,162

1,693,373
158,181
244,485
769,596
1,257,655
4,123,290
944,212
22.9%
10,215

1,048,399
1,432,323
599,850
98,506
3,179,078

1,991
664
0.3
72.54
33.3

Dec-31-07
US$’000
(12 months)

293,006
358,576
114,698
19,108

785,388

520,085
61,419
116

208
581,828

1,671,222
159,820
267,503
701,384
1,278,842
4,078,771
947,277
23.2%
10,627

1,064,068
1,416,149
561,602
89,675
3,131,494

2,046
563
0.3
68.88
21.7

Dec-31-06
US$'000
(12 months)

284,840
333,931
94,869
18,387
732,026

511,039
59,694
101

211
571,045

1,543,877
169,633
231,889
756,602
1,344,427
4,046,428
925,759
22.9%
10,174

1,103,225
1,417,327
510,882
89,235
3,120,669

2,159
557
0.3
65.77
25.8

Dec-31-05
US$'000
(12 months)

266,289
289,630
73,902
16,002
645,823

491,452
56,700
92

202
548,446

1,788,365
151,310
358,080
513,126
1,067,109
3,877,990
822,836
21.2%
10,985

1,123,274
1,382,303
464,020
85,557
3,055,154

2,286
542
0.2
62.35
23.7

Dec-31-04
US$'000
(12 months)

216,393
204,266
62,385
12,794
495,838

480,665
55,480
94

195
536,434

1,731,035
134,327
286,939
611,376
953,345
3,717,022
717,383
19.3%
10,832

1,089,691
1,332,462
497,815
79,672
2,999,639

2,267
450
0.2
61.31
19.9
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KEY PERFORMANCE
INDICATORS

4,500

4000 1

3500 +

3,000

2500 1

§

2,000

1,500

1,000

500

35

US¢/kWh

ELECTRICITY DEMAND

‘- et Generation (GWH) | (Sales  Peak Demand (MW)

2004

4046 4,079 4123

3,878

2005 2008 2007 2008

REVENUE (US¢/KWH)

FlNon-fusl B Fusl 3124

2004

2005 2006 2007 2008



KEY PERFORMANCE
INDICATORS

FUEL COST & SYSTEM LOSSES

138.11

30.0%
135.00
N No.8 Fuel T No.2 Fuel 1 Average Fuel Cost —»— System Losses
120.00
25.0%
29 g4, 232%
o 21.2% 98.48
+ 20.0%
90.00 88.96
E
a
i 4 15.0%
L
£
=+ 10.0%
4 5.0
0.0

OPERATING EXPENSES

$1,000,0

O Fuel COstaff costs M Other O&M [ Purchased Power
$900.0

m.u .
£700.0

$600.0

$500.0

Us millicns

$300.0

§200.0

$100.0

§0.0
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KEY PERFORMANCE
INDICATORS

SALES 2008 (mWh)
Cithwar

1,048,399
Large Commerzial
98,506
Residentisl
1,432,323
Small Commercs
SALES 2008
Other
3%
Large Commercial
19%
Residential
33%

Small Commercia
45%



KEY

PERFORMANCE

INDICATORS

HEAT RATE & CAPACITY FACTOR

16,000 58.0%
B Heat rate (k/KIAM) ——Capacity Factor a7 4%
14000 + e ik 57.0%
+ 56_0%
12000 +
55.0%
10,215
10000 + + 54,00
g 8,000 + 1 53.0%
6.000 + 52 0%
51.0%
4,000 +
+ 50.0%
2,000 + 49.0%
4 - 48.0%
2004 2005 2008 2007
AVAILABILITY & FORCED OUTAGE FACTOR
10% [ Availability factor M Forced ou
100% ability factor outage rate
0% | g1 81% 8%  84% 85%
80% e = : [
70% -+
60%
50%
40%
30%
20% |
10% -
0%
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INDEPENDENT AUDITOR'’S
REPORT

08

INDEPENDENT AUDITORS REPORT
To the Shareholders of Jamaica Public Service Company Limited

We have audited the accompanying financial statements of the Jamaica Public Service Company
Limited (“the company”), which comprise the balance sheet as at 31 December 2008 and the
statements of income, changes in shareholders’ equity and cash flow for the year then ended, and a
summary of significant accounting policies and other explanatory notes.

Comparative Balances

The financial statements of the company as of 31 December 2007, which used the Jamaican dollar as
the functional currency, were audited by another auditor whose report dated 25 April 2008 expressed
an unqualified opinion on those financial statements. Those financia statements were subsequently re-
measured using the United States dollar as the functional currency and are presented as comparativesin
these financial statements as described in Note 3(c)(i). The comparatives have not been audited by the
prior year auditor and we express no opinion on those balances. Our audit procedures were limited to
providing assurances on the opening balances for purposes of expressing our opinion on the 2008
financial statements.

M anagement’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 the requirements of the Jamaican
Companies Act. This responsibility includes: designing, implementing and maintaining internal
control relevant to the preparation and fair presentation of the 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.

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 about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosuresin
the financial statements. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statementsin 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 interna control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as
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.
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INDEPENDENT AUDITOR'S
REPORT CONT'D

INDEPENDENT AUDITORS REPORT, CONTINUED
To the Shareholders of Jamaica Public Service Company Limited, Continued
Opinion

In our opinion, the financial statements give a true and fair view of the financial position of the
company as at 31 December 2008 and of its financial performance, changes in equity and cash flow
for the year then ended in accordance with International Financia Reporting Standards and the
reguirements of the Jamaican Companies Act.

Report on Additional Requirements of the Jamaican Companies Act

We have obtained all the information and explanations 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
maintained and the financial statements are in agreement with the accounting records, and give the
information required by the Jamaican Companies Act in the manner so required.

b 5/

Ernst & Young
Chartered Accountants
Kingston, Jamaica

25 June 2009



BALANCE SHEET

December 31, 2008

08

Expressed in US Dollars

Notes 2008 2007
$ 000 $'000
ASSETS
Non-Current Assets
Property, plant & equipment 11 623,439 564,772
Intangible assets 12 4,007 2,654
Employee benefits asset 13(a) 23,802 26,829
651,248 594,255
Current Assets
Cash and cash equivaents 7,208 17,677
Repurchase agreements 5 8,139 4,117
Accounts receivable 6 172,428 203,262
Tax recoverable 2,420 2,528
Inventories 7 43,929 43,453
234,124 271,037
TOTAL ASSETS 885,372 865,292

The comparatives for 2007 have been remeasured and those remeasured balances have not been

audited; see Note 3(c) (i).

The accompanying notes form an integral part of the financial statements.
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Expressed in US Dollars

Notes 2008 2007
$000 $ 000
SHAREHOLDERS EQUITY AND LIABILITIES
Shareholders Equity
Share capital 14 261,918 261,918
Capital reserve 15 41,357 -
Retained earnings 83,945 99,602
387,220 361,520
Current Liabilities
Bank overdraft 8 775 468
Short-term loans 9 53,250 20,000
Current portion of long-term loans 17 12,752 6,627
Accounts payable and provisions 10 78,254 148,953
Due to related companies 161 5
145,192 176,053
Non-Current Liabilities
Customer deposits 16 30,078 33,463
Long-term loans 17 245,924 216,295
Deferred taxation 18 59,252 59,507
Employee benefits obligations 13(b) 17,706 18,454
352,960 327,719
Total Liabilities 498,152 503,772
TOTAL SHAREHOLDERS EQUITY AND LIABILITIES 885,372 865,292

The financial statements on pages, 43 to 87, were approved by the Board of Directors on 25 June 2009

and signed on its behalf by:

-

% Chairman

Tomofumi Fukuda

B o 4

Director

Beverley LopeZ

The comparatives for 2007 have been remeasured and those remeasured balances have not been

audited; see Note 3(c) (i).

The accompanying notes form an integral part of the financial statements.



STATEMENT OF INCOME

Year ended December 31, 2008

Expressed in US Dollars

Operating Revenue

Cost of Sales:
Fuel
Purchased power (excluding fuel)

Gross Profit

Operating Expenses:

Operating & maintenance, selling, general
& administrative expenses

Depreciation and amortisation

Operating Profit Before Net Finance Costs,
Other Income, Other Expenses and Taxation

Net Finance Costs:
Foreign exchange losses

Other finance costs
Finance income

Other income
Other expenses

Profit/(L oss) Before Taxation
Taxation credit

Profit/(L oss) For The Year

Earnings/(loss) per share/stock unit

Notes

19

20

21
22(a)
22(b)

23

24

2008 2007
$ 000 $ 000
988,204 785,388
(655,820) (474,232)
(67,541) (74,664)
(723,361) (548,896)
264,843 236,492
(157,541) (141,838)
(41,602) (42,268)
(199,143) (184,106)
65,700 52,386
(14,984) (7,411)
(34,471) (30,839)
3,698 3,590
(45,757) (34,660)
5,058 23,311
(16,411) (46,658)
8,590 (5,621)
255 2,701
8,845 (2,920)
0.04¢ (0.01¢)

The comparatives for 2007 have been remeasured and those remeasured balances have not been

audited; see Note 3(c) (i).

The accompanying notes form an integral part of the financial statements.
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STATEMENT OF CHANGES IN
SHAREHOLDERS' EQUITY

Year ended December 31, 2008

Expressed in US Dollars

Share Capital Retained
capital reserve earnings Total
$ 000 $ 000 $ 000 $ 000
(note 14) (note 15)
Balances at 31 December 2006 261,918 - 127,524 389,442
Lossfor the year - - (2,920) (2,920)
Dividends paid (note 25) - - (25,002) (25,002)
Balances at 31 December 2007 261,918 - 99,602 361,520
Profit for the year - - 8,845 8,845
Revaluation surplus (note 15) - 41,357 - 41,357
Dividends paid (note 25) - - (24,502) (24,502)
Balances at 31 December 2008 261,918 41,357 83,945 387,220

Net recognised gains for the year aggregated $50,202,000 (2007: Loss of $2,920,000), of which

$41,357,000 (2007: $Nil) was recognised directly in equity.

The comparatives for 2007 have been remeasured and those remeasured balances have not been

audited; see Note 3(c) (i).

The accompanying notes form an integral part of the financial statements.



STATEMENT OF CASH FLOW

Year ended December 31, 2008

Expressed in US Dollars

Cash Flows From Operating Activities

Profit /(loss) for the year

Adjustments for:

Depreciation and amortisation _ _ _
Losson disposal of property, plant and equipment and intangible assets
Amortisation of debt issuance costs

Unrealised foreign exchange losses

I nterest expense

Other interest income

Interest capitalised (note 11)

Taxation expense

Employee benefits, net

Cash generated before changes in working capital and deposits
Accounts receivable

Inventories

Accounts payable

Due to related companies

Customer deposits and advances

Cash generated from operations
Interest paid
Taxes withheld

Net cash provided by operating activities

Cash Flows From Investing Activities
Purchase of property, plant & equipment
Purchase of Intangible assets
Repurchase agreements

Interest received

Net cash used by investing activities

Cash Flows From Financing Activities
Short-term loans received

Repayment of short-term loan
Long-term loans received

Repagment of long-term loans
Dividends paid

Net cash provided/(used) by financing activities

Net decrease in cash and cash equivalents
Net cash and cash equivalents at beginning of year

Net Cash And Cash Equivalents At End Of Year
Comprising:

Cash and cash equivaents
Bank overdraft

2008 2007
$ 000 $ 000
8,845 (2,920)
41,602 42,268
- 1,541

459 485
761 (1,527)
32,679 30,284
1,032 2,036
2,666 1,554
(255 2,701
1,382 1,500
81,775 62,340
24,732 (46,051;
(476 (7,979
(68,672 70515
156 (625)
783 2,579
38,298 80,779
(32,703) (29,867
108 (225
5,703 50,687
(56,097 (45,669
1,502 (411
4,022 3
1,099 2,023
(60,522) (44,060)
95,250 20,000
(62.000) (15.000)
41,922 940
(6.62 (6,627;
(24,502 (25,002
44,043 (25,689)
(10,776) (19,062)
17,209 36,271
6,433 17,209
7,208 17,677
(775) (468)
6,433 17,209

The comparatives for 2007 have been remeasured and those remeasured balances have not been

audited; see Note 3(c) (i).

The accompanying notes form an integral part of the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

Corporate structure and nature of business

The company is incorporated and domiciled in Jamaica and is an 80% subsidiary of Maru
Energy JPSCO (Barbados) SRL, formerly Mirant JPSCO (Barbados) SRL, which is
incorporated in Barbados. The ultimate holding company is Marubeni Corporation, which
is incorporated in Japan. The registered office of the company is situated at 6 Knutsford
Boulevard, Kingston 5, Jamaica, W. 1., and its preference shares are listed on the Jamaica
Stock Exchange.

On August 9, 2007, Mirant Corporation sold its 80% shareholding in the Jamaica Public
Service Company Limited to Marubeni Caribbean Power Holdings, Inc., a wholly owned
subsidiary of Marubeni Corporation of Japan. Marubeni Caribbean Power Holdings, Inc. is
incorporated in Delaware and is headquartered in Marietta, Georgia, U.S.A.

A further 19.9% of the issued ordinary shares/stock units is held by the Accountant
General and the Development Bank of Jamaica on behalf of the Government of Jamaica
(GQOJ) callectively, and the remaining 0.1% is held by individuals. In accordance with a
Shareholder’s Agreement dated March 23, 2001 (amended July 16, 2001) between GOJ
and Mirant Corporation and adopted by Marubeni Corporation on July 9, 2007, the
magjority shareholder has the right to appoint six members of the Board of Directors while
the GOJ has the right to appoint three. Additionally, certain significant decisions of the
Board of Directors require a unanimous vote of the appointed Directors.

The principal activities of the company are generating, transmitting, distributing and
supplying electricity in accordance with the terms of the All-1sland Electric Licence, 2001
(the Licence), granted on March 30, 2001, by the Minister of Mining and Energy.

Regulatory arrangements and tariff structure

The Licence authorises the company to supply electricity for public and private purposes
within the Island of Jamaica, subject to regulation by the Office of Utilities Regulation
(OUR) established pursuant to the Office of Utility Regulation Act, 1995, and as
subsequently amended, with power and authority to require observance and performance
by the company of its obligations under the Licence, and to regulate the rates charged by
the company.

Under the provisions of the Licence, the company is granted the exclusive right to transmit,
distribute and supply electricity throughout the Island of Jamaica for a period of twenty
years and to develop new generation capacity within the first three years from the effective
date of the Licence. Since the expiration of thisinitial three year period, the company has
the right, together with other persons, to compete for the right to develop new generation
capacity. The Licence was extended in August 2007 for an additional period of six years
upon the sale of the company by Mirant Corporation to Marubeni Corporation.

Schedule 3 of the Licence defines the rates for electricity and the mechanism for rate
adjustments.



NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

Regulatory arrangements and tariff structure (continued)

Under the Licence, the rates for electricity consist of a Non-Fuel Base Rate, which is
adjusted annually using the Performance Based Rate-making Mechanism; and a Fuel Rate,
which is adjusted monthly to reflect fluctuations in actual fuel costs, net of adjustments for
prescribed efficiency targets. Both rates (fuel and non-fuel) are adjusted monthly to
account for movements in the monetary exchange rate between the United States (US)
dollar and the Jamaica dollar.

These rates are determined in accordance with the tariff regime, which provides that the
OUR annually reviews the company’s efficiency levels (system losses and heat rate) and,
where appropriate, adjusts these in the tariff, primarily relating to fuel revenues. Under the
rate schedule the company should recover its actual fuel costs, net of the prescribed
efficiency adjustments, through its Fuel Rate.

As of May 31, 2004, and thereafter, on each succeeding fifth anniversary, the company
must submit a filing to the OUR for further rate adjustments to its Non-Fuel Base Rate.
The rate filing, which requires OUR approval, is based on atest year and includes defined
“efficient” non-fuel operating costs, depreciation expenses, taxes, and a fair return on
investment.

Embedded in the OUR approved tariff is an amount to be set aside monthly in case of a
major catastrophe affecting the company’s operations (transfer to self-insurance sinking
fund).

Statement of compliance, basis of preparation and significant accounting policies

(@) Statement of compliance:
The financial statements are prepared in accordance with International Financial
Reporting Standards (IFRS) and their interpretations adopted by the International
Accounting Standards Board (IASB), and comply with the provisions of the
Jamaican Companies Act.

(b) Changesin accounting standards and inter pretations:
i) Current year changes:

Certain new or amended International Financia Reporting Standards and
interpretations (IFRIC) became effective as of 1 January 2008.

Those that became effective during the year but are not considered relevant to
the Company’ s operations are:

o |AS 39 (Amendment), Financial Instruments: Recognition and
M easurement
IFRIC 11, IFRS 2, Group and Treasury Share Transactions
IFRIC 12, Service Concession Arrangements
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NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

3.  Statement of compliance, basis of preparation and significant accounting policies

(continued)

(b) Changesin accounting standards and inter pretations (continued):

i) Current year changes (continued):

The company adopted IFRIC 14 — IAS 19, The Limit on a Defined Benefit Asset,
Minimum Funding Requirements and their Interaction, that became effective
during the year.

Future changes:

The company has identified the following new or amended Internationa
Financial Reporting Standards or Interpretations which have been issued but are
not yet effective, and which have not been adopted early. Those that are not
considered relevant to the company’ s operations are:

IAS 27 (Revised), Consolidated and Separate Financial Statements
IAS 28 (Revised), Investmentsin Associates

IAS 31 (Revised), Financial Reporting of Interest in Joint Ventures
IAS 39 (Amendment), Financial Instruments: Recognition and Measurement
IFRS 1 (Revised), First-time Adoption

IFRS 2 (Revised), Share-based Payments

IFRS 3 (Revised), Business Combinations

IFRIC 3 (Revised), Customer Loyalty Programs

IFRIC 13, Accounting for Customer Loyalty Programmes

IFRIC 15, Agreements for the Construction of Real Estate

IFRIC 16, Hedges of a Net Investment in a Foreign Operation
IFRIC 17, Distribution of Non-cash Assets to Owners

IFRIC 18, Transfers of Assets from Customers

Those which may be relevant to the company’s operations and the principal
effects of these changes are as follows:

Amendments to IAS 32, Financial Instruments Presentation, and to IAS 1:
Presentation of Financial Statements, are effective for accounting periods
beginning on or after 1 January 2009. The amendments alow certain
instruments that would normally be classified as liabilities to be classified as
equity if certain conditions are met. Where such instruments are
reclassified, the entity is required to disclose the amount, the timing and the
reason for the reclassification. These amendments will have no impact on
the company’ s financial statements.



NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

3. Statement of compliance, basis of preparation and significant accounting policies
(continued)

(b)

(©

Changes in accounting standards and inter pretations (continued):
ii) Future changes (continued):

e |FRS8, Operating Segments, requires disclosures, based on the components
of agroup or company that management monitors in making decisions about
operating matters, as well as qualitative disclosures on segments. IFRS 8
becomes effective for accounting periods beginning on or after 1 January
2009. Asat 31 December 2008, the company had not determined the impact
of the application of IFRS 8 on its financial statements.

o IAS 1 (Revisaed), Presentation of Financial Satements, requires the
presentation of all non-owners' changes in equity in one or two statements:
either in a single statement of comprehensive income, or in an income
statement of comprehensive income. The standard, which becomes effective
for accounting periods beginning on or after 1 January 2009, will result in
enhanced financial statement disclosure.

e |AS 23 (Revised), Borrowing Costs, which becomes effective for accounting
periods beginning on or after 1 January 2009, removes the option of either
capitalising borrowing costs relating to qualifying assets or expensing the
borrowing costs and requires management to capitalize borrowing costs
attributable to qualifying assets. Qualifying assets are assets that take a
substantial time to get ready for their intended use or sale. An example is
self-constructed assets such as buildings, machinery and internaly
developed software (intangible assets). |AS 23 (Revised), is not expected to
have any impact on the company’s financial statements.

Additionaly, in May 2008, the IASB issued “Improvements to IFRSS’, as part of its
annual improvements project, and a vehicle for making non-urgent but necessary
amendments to various IFRSs. These amendments primarily become effective for
annual periods beginning on or after 1 January 2009. Management has concluded
that these amendments will not have a significant impact on the company’s
operations or financial position.

Changesin accounting policies, changesin accounting estimatesand errors:
i) Changein functional currency:

During the year under review, management with the agreement of the Board of
Directors, conducted a review of its accounting policies, which included a
reassessment of the functional currency of the company and concluded that the
criteria outlined in IAS 21 indicated that the appropriate functional currency is
the United States dollar. The change was accounted for retrospectively as the
appropriate objective indicator occurred on 1 October 1992.
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NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

3. Statement of compliance, basis of preparation and significant accounting policies
(continued)

(c) Changes in accounting policies, changes in accounting estimates and errors
(continued)

i)

Changein functional currency (continued):

The change resulted in the re-measurement of the prior year balances on the
basis that monetary items are to be re-measured using the prevailing exchange
rates at each year end while non-monetary assets and liabilities and other
transactions are to be re-measured using exchange rates at the dates of
transactions.

The re-measured figures for prior years were based on balances that were
previoudy audited using the Jamaican dollar as the functiona currency. Those
re-measured bal ances have not been audited by the prior year auditors.

Revaluation of property, plan and equipment:

During the year the company changed its revaluation policy in respect of
specialized plant and equipment from the revaluation basis to the cost method.
The revaluation method was previously adopted to ensure that the values of
specialized plant and equipment were being carried at their United States
replacement cost given the frequent depreciation of the Jamaican dollar against
other mgjor currencies and, hence, the loss in value of such plant and equipment
whose value were being carried at their Jamaican dollar historical cost. With the
change in functional currency from the Jamaican dollar to United States dollar,
the management of the company, has decided that it was no longer necessary to
revalue these assets as their historical values are now being carried at their
United States dollar values and such carrying values are more reflective of
depreciated replacement values.

The cost for these assets was determined as deemed cost applicable under IFRS
1 to the first time adoption of IFRS. As a result, the amount of $96,982,000
included in capital reserve for revaluation surplus for these assets as at 1 January
2003, was transferred to retained earnings as at this date.

In addition, the company’s accounting policy was changed for land from the cost
method to revaluation method. This change was applied prospectively as there
was no practical method of determining revalued amounts for prior periods.



NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

Statement of compliance, basis of preparation and significant accounting policies
(continued)

(d) Basisof measurement:

These financial statements are presented in United States dollar, which is the
functional and presentation currency of the company.

The financia statements are prepared under the historical cost basis, modified for the
inclusion of land at valuation and the measurement at deemed cost for specialised
plant and equipment. Deemed cost represents the fair value at the date of transition
to IFRS.

(e) Useof estimatesand judgements:

The estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period in which the estimate
isrevised if the revision affects only that period, or in the period of the revision and
future periods, if applicable.

Judgements made by management in the application of IFRS that have significant
effect on the financial statements and estimates with a significant risk of material
adjustment in the next financia year are discussed below:

(i) Pension and other post-retirement benefits

The amounts recognised in the balance sheet and statement of income for
pension and other post-retirement benefits are determined actuarially using
several assumptions. The primary assumptions used in determining the
amounts recognised include expected long-term return on plan assets, expected
rates of salary and pension increases, the discount rate used to determine the
present value of estimated future cash flows required to settle the pension and
other post-retirement obligations and the expected rate of increase in medical
costs for post-retirement medical benefits.

The expected return on plan assets considers the long-term historical returns,
asset allocation and future estimates of long-term investment returns. The
discount rate is determined based on the estimate of yield on long-term
government securities that have maturity dates approximating the terms of the
company’s obligation; in the absence of such instruments in Jamaica, it has
been necessary to estimate the rate by extrapolating from the longest-tenure
security on the market. The estimate of expected rate of increase in medical
costs and salaries is determined based on inflationary factors. Any changesin
these assumptions will affect the amounts recorded in the financia statements
for these obligations.
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NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

3.  Statement of compliance, basis of preparation and significant accounting policies
(continued)

()

(f)

Use of estimates and judgements (continued):

(i)

(iii)

(iv)

(v)

(vi)

Allowance for impair ment losses on receivables

In determining amounts recorded for impairment losses in the financial
statements, management makes judgements regarding indicators of
impairment, that is, whether there are indicators that suggest there may be a
measurable decrease in the estimated future cash flows from receivables, for
example, default and adverse economic conditions. Management also makes
estimates of the likely estimated future cash flows from impaired receivables
as well as the timing of such cash flows. Historical 1oss experience is applied
where indicators of impairment are not observable on individually significant
receivables with similar characteristics, such as credit risks.

L ease arrangements

Management evaluates all purchase arrangements to assess whether they
contain leases [see notes 3(v) & 4].

Unbilled revenue

Unbilled revenue at each month-end is estimated consistently using certain
objective indicators such as heat rate, system losses rate, fuel rate and IPP
charges.

Deferred tax

Deferred tax assets are recognized for all unused tax losses to the extent that it
is probable that taxable profit will be available against which losses can be
utilized. The amount of deferred tax assets that is recognized is based upon the
likely timing and estimated levels of future taxable profits.

Property, plant and equipment

Management exercises judgement in determining whether the costs incurred
can accrue significant future economic benefits to the company to enable the
value to be treated as a capital expense.

Further judgement is applied in the annual review of the useful lives of al
categories of property, plant and equipment and the resulting depreciation
thereon.

Cash and cash equivalents:

Cash and cash equivalents comprise cash and bank balances including short-term
deposits with maturities ranging between one and three months from the balance
sheet date.



NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

Statement of compliance, basis of preparation and significant accounting policies
(continued)

(9) Repurchaseand reverserepurchase agreements:

A repurchase agreement (‘Repo’) is a short-term transaction whereby securities are
bought and sold with simultaneous agreements for reselling/repurchasing the
securities on the date specified.

Although the security is delivered to the “buyer” at the time of the transaction, titleis
not actually transferred unless the counterparty fails to repurchase the securities on
the date specified.

(h) Accountsreceivable:

Trade and other accounts receivable are stated at amortised cost less impairment
losses.

(i) Inventories:

Inventories materially comprise fuel stocks, and generation, transmission and
distribution spare parts. Inventories are valued at the lower of cost, determined
principally on aweighted average cost basis, and net realisable value.

() Accounts payable:
Trade and other payables are stated at amortised cost.
(k) Provisions:

A provision is recognised in the balance sheet when the company has an obligation
asaresult of apast event and it is probable that an outflow of economic benefits will
be required to settle the obligation. If the effect is material, provisions are
determined by discounting the expected future cash flows at a rate that reflects
current market assessments of the time value, and, where appropriate, the risks
specific to the obligation.
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NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

3. Statement of compliance, basis of preparation and significant accounting policies
(continued)

()  Property, plant & equipment and intangible assets:

In accordance with the Licence, additions to property, plant & equipment and
intangible assets, replacement of retirement units of plant in service, or additions to
construction work-in-progress include direct labour, materials, professional fees and
an appropriate charge for overheads, reduced by non-refundable contributions
received from customers, where applicable.

Speciadized, plant & equipment are stated at deemed cost at the IFRS transition date
of 1 January 2003, less accumulated depreciation and impairment losses, while all
other property, plant & equipment are stated at cost except for land, which is stated
at revalued cost. Land was revalued as at 31 December 2008 using the Comparative
Cost Basis.

Property, plant & equipment in the course of construction are carried at cost less
recognised impairment losses.

Intangible assets, comprising computer software, are stated at cost, less amortisation
and impairment |osses.

(m) Depreciation and amortisation:
Land and land rights are not depreciated.

Other property, plant & equipment and intangible assets are depreciated/amortised
on the straight-line basis at annual rates estimated to write off the assets over their
expected useful lives.

The depreciation rates, which are specified by the License, are asfollows:

Steam production plant 4%
Hydraulic production plant 2%, 2%%, 2.86%
Other production plant 29%, 4% & 5%
Transmission plant 4%
Distribution plant 3.33% & 4%
General plant & equipment:

Buildings and structures 2%

Transport equipment 14.3%

Other equipment 4%, 5% & 6.65%

Computer software isamortised at 6.65% per annum.



NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

Statement of compliance, basis of preparation and significant accounting policies
(continued)

(n) Employee benefits:

Assets and liabilities in respect of the defined benefit pension plan and other post-
employment benefits have been actuarially determined by a qualified independent
actuary appointed by management. The appointed actuary’s report outlines the
scope of the valuation and the actuary’s opinion. The actuarial valuations were
conducted in accordance with IAS 19, and the financia statements reflect the
company’s post-employment benefits asset and obligations as computed by the
actuary. In carrying out their audit, the auditors rely on the work of the actuary and
the actuary’ s report.

(i) Pension assets:

The company participates in two trusteed pension plans (a defined-benefit and
a defined contribution pension plan), the assets of which are held separately
from those of the company, and remain under the control of the appointed
trustees.

Obligations for contributions to the defined contribution pension plan are
recognised as an expense in the income statement as incurred.

The defined benefit pension plan requires the company to contribute a
percentage of employees’ pensionable earnings and employees to contribute a
similar amount. Such contributions, which are actuarially determined, provide
for current costs and amounts to amortise any past service deficits disclosed
over the average future working lifetime of the active membership.

The company’s net obligation in respect of the defined benefit pension plan is
calculated at each balance sheet date by estimating the amount of future
benefits that employees have earned in return for their service in the current
and prior periods, discounting it to determine its present value, and deducting
the fair value of the plan assets. To the extent that the obligation is less than
the fair value of the plan assets, the asset recognised is restricted to the
discounted value of future benefits available to the company in the form of
future refunds or reductions in contributions. The discount rate applied is the
yield at balance sheet date on long-term government instruments that have
maturity dates approximating the term of the company’s obligation. The
calculation is performed by a qualified independent actuary using the projected
unit credit method.

In calculating the company’s obligation in respect of the plan at the balance
sheet date, actuarial gains or losses which exceed ten percent (10%) of the
greater of the present value of the defined benefit obligation and the fair value
of plan assets, are recognised in the statement of income over the expected
average remaining working lives of the participating employees. Otherwise,
the actuarial gain or lossis not recognised.
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NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

3. Statement of compliance, basis of preparation and significant accounting policies
(continued)

(n)

(0)

(P)

(@)

Employee benefits (continued):
(ii) Other post-employment benefits:

A provision is made for unutilised vacation and sick leave in respect of
services rendered by employees up to the balance sheet date. Under collective
bargaining agreements, employees are entitled to a termination benefit in
relation to their unutilised vacation and sick |eave entitlements that accumulate
in certain instances over the life of their service. The provision includes
estimated employer’ s contributions arising out of leave-vesting.

A provision is also made in respect of post-employment health benefits to be
provided to employees upon retirement. The post-employment benefit
obligation is actuarially determined at the balance sheet date on a basis similar
to that used for the defined benefit pension plan. Actuarial gains and losses are
accounted for in amanner similar to that of the defined benefit pension plan.

Cumulative unrecognised gains and losses are also recognised in a manner
similar to that applied for the defined-benefit pension plan.

Customer deposits:

Given the long-term nature of the customer relationship, customer deposits and
construction advances are shown in the balance sheet as non-current liabilities (i.e.,
amounts not likely to be repaid within twelve months of the balance sheet date).
Interest is credited annually on customer deposits at rates prescribed by the Licence.

Revenue recognition:

Operating revenue represents income for the provision of eectricity and related
services. Income is recognised for billings made for these services and an estimate
of electricity supplied prior to the end of the reporting period which is to be billed
subsequently (referred to as “unbilled” revenues and included in accounts
receivable).

Borrowings.

(i) Capitalisation of borrowing costs:
Borrowing costs directly attributable to the construction of qualifying assets are
added to the cost of those assets, until such time as the assets are substantially

ready for their intended use. All other borrowing costs are recognised in the
statement of income in the period in which they are incurred.



NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

3.  Statement of compliance, basis of preparation and significant accounting policies
(continued)

(@)

(r)

(9

Borrowings (continued):
(ii) Debt issuance costs:

These represent legal, accounting and financing fees associated with securing
certain long-term loans, which are being amortised on an effective rate basis
over the lives of the loans.

(iii) Interest-bearing borrowings:

Interest-bearing borrowings are recognised initially at cost. Subsequent to
initial recognition, interest-bearing borrowings are stated at amortised cost,
with any difference between cost and redemption value being recognised in the
statement of income over the period of the borrowing using the effective
interest method.

General Consumption Tax (GCT):

The company’s main operations are exempt from GCT and accordingly, so are its
operating revenues. As a result, the company may not recover any GCT input tax
incurred in the acquisition of goods or services and, consequently, such goods or
services are recorded at cost plus GCT where incurred.

I ncome taxes:

Taxation on the profit or loss for the year comprises current and deferred tax.
Taxation is recognised in the statement of income, except to the extent that it relates
to items recognised directly in equity, in which caseit is recognised in equity.

Current tax is the expected tax payable on the income for the year, using tax rates
enacted at the balance sheet date, and any adjustment to tax payable in respect of
previous years.

Deferred tax is computed using the balance sheet liability method, providing for
temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. The
amount of deferred tax provided is based on the expected manner of realisation or
settlement of the carrying amount of assets and liabilities, using tax rates enacted at
the balance sheet date.

A deferred tax liability is recognised for all taxable temporary differences, except to
the extent that the company is able to control the timing of the reversal of the
temporary difference and it is probable that the temporary difference will not reverse
in the foreseeable future.
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NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

Statement of compliance, basis of preparation and significant accounting policies
(continued)

(s Incometaxes (continued):

A deferred tax asset is recognised only to the extent that it is probable that future
taxable profits will be available against which the asset can be utilised. Deferred tax
assets are reduced to the extent that it is no longer probable that the related tax
benefit will be realised.

(t) Foreign currencies:

Transactions in foreign currencies are converted at the rates of exchange ruling on
the dates of those transactions. Monetary assets and liabilities denominated in
foreign currencies at the balance sheet date are trandated to United States dollars at
the rates of exchange ruling at that date. Gains and losses arising from fluctuations
in exchange rates are included in the statement of income.

For the purposes of cash flow statements, realised foreign currency gains and losses
are treated as cash items and included in cash flows from operating or financing
activities along with movement in the relevant balances.

(u) Impairment:

The carrying amounts of the company’s assets are reviewed at each balance sheet
date to determine whether there is any indication of impairment. If any such
indication exists, an asset’s recoverable amount is estimated at each balance sheet
date. Animpairment loss is recognised whenever the carrying amount of an asset or
its cash-generating unit exceeds its recoverable amount. Impairment losses are
recognised in the statement of income.

Calculation of recover able amounts:

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

The recoverable amount of other assets is the greater of their net selling price and
value in use. In assessing value in use, the estimated future cash flows are
discounted to their present value using a discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset. For an
asset that does not generate independent cash inflows, the recoverable amount is
determined for the cash-generating unit to which the asset belongs.



NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

Statement of compliance, basis of preparation and significant accounting policies
(continued)

(u) Impairment (continued):
Calculation of recoverable amounts (continued):

An impairment lossin respect of receivablesisreversed if the subsequent increase in
recoverable amount can be related objectively to an event occurring after the
impairment loss was recognised. An impairment loss is reversed if there has been a
change in the estimate used to determine the recoverable amount.

(v) Leases:

Payments made under operating leases are recognised in the statement of income on
astraight-line basis over the term of the lease.

(w) Segment reporting:

The company maintains an integrated operating structure and reports accordingly.
Consequently, no segment disclosures are considered necessary.

(X) Related parties:
A party isrelated to the company if:
(i) directly or indirectly, the party:

e contrals, is controlled by, or is under common control with the company;

e has an interest in the company that gives it significant influence over the
company; or

¢ hasjoint control over the company.

(ii)  the party isamember of the key management personnel of the company. Such
personnel are persons having authority and responsibilities for planning,
directing and controlling the activities of the company whether directly or
indirectly and whether through an executive or non-executive role.

(iii) the party is a close member of the family of any individual referred to in (i) or
(ii) above.

(iv) the party is apost-employment benefit plan for the benefit of employees of the
company, or any entity that is arelated party of the company.

The company’s key related party relationships are with its parent company, ultimate
parent company, fellow subsidiaries, directors, key management personnel and its
two pension plans [note (n)(i)].
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NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

Statement of compliance, basis of preparation and significant accounting policies
(continued)

(y) Financial instruments:

A financial instrument is any contract that gives rise to both a financial asset of one
enterprise and afinancial liability or equity instrument of another enterprise. For the
purpose of these financial statements, financial assets have been determined to
include cash and cash equivalents, repurchase agreements and accounts receivable.
Similarly, financia liabilities include bank overdraft, accounts payable and
provisions, due to related companies, customer deposits and loans. Purchases and
sales of financial instruments are accounted for at settlement dates.

(z) Determination of fair value:
Fair value amounts represent estimates of the arm’s length consideration that would
be currently agreed between knowledgeable, willing parties who are under no
compulsion to act and are best evidenced by a quoted market price, if one exists.

Power purchase contracts

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

The main | PP arrangements are:
Contract termination date

Jamaica Energy Partners (JEP) February 2026
The Jamaica Private Power Company Limited (JPPC) January 2018
Jamaica Aluminium Company Limited (JAMALCO) December 2019
Wigton Wind Farm Limited May 2024

All agreements are subject to termination prior to the contract dates upon the occurrence of
certain events of default as specified in the agreements, and are renewable for an additional
period, provided the party seeking the extension gives written notice, ranging from two to
six years, before the end of theinitial term.

Certain agreements require payment for available energy capacity and for certain operating
costs and overheads. Additionally, certain agreements require the company to provide a
banker’'s guarantee in relation to contractual payments. The company has a financing
arrangement with a financial institution, which guarantees access to funds by 1PPs for
contractually agreed payments. The facility was not accessed during the year.



NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

4, Power purchase contracts (continued)

The contracts, which have been assessed as operating leases, gave rise to unexpired
commitments for energy capacity and certain operating charges payable as follows:

2008 2007

$ 000 $'000

Within 1 year 690 743
From 1-2 years 6386 728
From 2-5 years 1,812 2,024
Over 5 years 6,446 7,421
9,634 10,916

5. Repur chase agreements

At 31 December 2008, repurchase agreements consist of amounts restricted to use in the
manner specified as follows:

2008 2007

$000 $'000

Self-insurance sinking fund* 7,666 3,673

Deposit guarantees on staff loans, |PP contracts etc. 473 444
8,139 4,117

* This represents cash maintained as part of the self-insurance sinking fund administered
under the direction of the OUR (note 2).

6. Accountsreceivable

2008 2007

$000 $000

Trade receivables, net (i) & (ii) 88,105 108,083
Unbilled revenue 69,104 73,745
Prepayments 5,289 8,917
Other receivables 9,930 12,517

172,428 203,262
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NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

6.  Accountsreceivable (continued)

(i) Trade receivables are shown net of an allowance for impairment losses as follows:

2008 2007

$ 000 $ 000
Balance at beginning of year 8,849 7,619
Impairment |oss recognized _ 15,427 8,922
Amounts written off during the period (19,399) (7,692)
Balance at end of year 4,877 8,849

(i) The aging of trade receivables at the reporting date was:
2008 2007
Grossimpairment Grossimpairment
$ 000 $ 000 $ 000 $ 000

Due 0-30 days 65,805 - 71,699 -
Past due 31-60 days 9,683 - 7,207 -
Past due 61-90 days 3,541 - 2,479 111
More than 90 days 13,953 4,877 35,547 8,738
Trade accounts receivable 92,982 4877 116,932 8,849

(iii) Included in other receivables is an amount of $1.9 million (2007: $5.6 million) for alowed
recovery of Hurricane lvan restoration costs net of amounts billed.

7.  Inventories
2008 2007
$'000 $000
Fuel 9,469 16,072
Generation spare parts 16,851 14,621
Transmission, distribution and other spare 17,609 12,760
43,929 43,453

8. Bank overdr aft

As at 31 December 2008, a bank overdraft arose on account of unpresented cheques.



NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

10.

Short-term loans

This comprises four short term loans denominated in United States dollars and bearing
both fixed and variable rates. The variable rate loans aggregated $23,000,000 (2007:
$20,000,000) and had rates ranging from LIBOR plus 3.31% and LIBOR plus 6.08% while
the fixed rate loans aggregated $30,250,000 and bore interest at a rate of 8.5% per annum.

The loans are unsecured and repayable within five months of balance sheet date.

Accounts payable and provisions

2008 2007

$ 000 $ 000
Trade payables 45,400 94,773
Interest accrued on customer deposits and loans 15,493 15,516
Other payables and provisions (i) 17,361 38,664
78,254 148,953

(i) Other payablesand provisionsinclude provisions as follows:

2008 2007
$ 000 $ 000
Balance at beginning of year 36,629 3,005
Provisions made during the year 13,695 34,946
Provisions utilised during the year (49,219) (1,322)
Balance at end of year 1,105 36,629
Comprising provisions for:
2008 2007
$ 000 $ 000
Retroactive and bonus salaries - 518
Legal and other claimsin process (note 27) 1,105 36,111
1,105 36,629
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Year ended December 31, 2008

Expressed in US Dollars

11. Property, plant & equipment

Transmission

Land, Production and Computer
buildings (generation) distribution General equipment, Construction
& land plant & plant & plant & officefixtures work-in-
rights equipment  equipment machinery & fittings  progress Total
$ 000 $ 000 $ 000 $ 000 $000 $ 000 $000
At cost or valuation:
31 December 2006 71,707 559,076 798,128 113,027 60,984 24,329 1,627,251
Additions - 974 13,107 465 31 32,646 47,223
Transfers 2,099 10,232 6,968 286 1,042 (20,627) -
Disposalg/retirements
& adjustments (18) (1,892) - - (147) - (2,057)
31 December 2007 73,788 568,390 818,203 113,778 61,910 36,348 1,672,417
Additions 34 - 12,178 6 162 46,383 58,763
Transfers 1,472 8,325 10,525 1,047 4,745 (26,114) -
Disposalg/retirements
& adjustments - - - - (12 - (12)
Revaluation 41,357 - - - - - 41,357
31 December 2008 116,651 576,715 840,906 114,831 66,805 56,617 1,772,525
Depreciation:
31 December 2006 10,507 362,783 558,153 91,370 44,420 - 1,067,233
Charge for the year 811 19,677 16,596 2,869 2,173 - 42,126
Disposalg/retirements @ (1,631) - - (82 - (14,714)
31 December 2007 11,317 380,829 574,749 94,239 46,511 - 1,107,645
Charge for the year 780 19,152 16,558 2,828 2,135 - 41,453
Disposal g/retirements - - - - (12 - (12)
31 December 2008 12,097 399,981 591,307 97,067 48,634 - 1,149,086
Net book values:
31 December 2008 104,554 176,734 249,599 17,764 18,171 56,617 623,439

31 December 2007 62,471 187,561 243,454 19,539 15,399 36,348 564,772




NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008
Expressed in US Dollars

11. Property, plant & equipment (continued)
(@) Land, buildings and land rights include land, at cost or valuation, aggregating approximately
$73.7 million (2007: $32.3 million). Land was revalued during the year resulting in a
revaluation surplus of $41.3 million.

(b) Interest capitalised during construction for the year amounted to approximately $2.7 million
(2007: $1.6 million). The capitalisation rate used for the year was 9.375% (2007: 9.375%).

(c) The composite rate of depreciation for the year was approximately 3.9% (2007: 3.8%).
12. Intangible assets

This represents acquired software costs capitalised as follows:

2008 2007
$000 $000
Cost:
At beginning of year 3,390 4,178
Additions 1,502 411
Adjustment - (1,199)
At end of year 4,892 3,390
Amortisation:
At beginning of year 736 594
Charge for the year 149 142
At end of year 885 736
Net book values 4,007 2,654

Additions include projects-in-progress at 31 December 2008 aggregating $0.9 million (2007:
$0.3 million).
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13.

NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

Employee benefits

(@)

Defined benefit pension plan

The company administers a defined-benefit pension plan for its permanent employees.
The assets of the plan are under the control of trustees and are managed by certain
approved investment fund managers. Administrative services are provided by Sagicor
Life of Jamaica Limited.

(i)

(i)

(iii)

Employee benefits (defined benefit pension plan):

Present value of funded obligations
Fair value of plan assets

Unrecognised actuarial loss (gain)
Unrecognised amount due to limitation

Asset recognised in balance sheet

Movementsin funded obligations:

Balance at beginning of year
Benefits paid

Current service and interest costs
Past service costs

Actuaria (loss) gain

Exchange gain

Balance at end of year

Movementsin plan assets:

Fair value of plan assets at beginning of year
Contributions paid

Expected return or plan assets

Benefits paid

Actuarial (loss) gain

Exchange loss

Fair value of plan assets at end of year

2008 2007
$000 $000
(55,241) (49,149)
97,832 122,174
5,013 (19,367)
(23,802) (26,829)
23,802 26,829
2008 2007
$000 $000
(49,149) (47,701)
2,684 4,643
(8,888) (8,413)
(4,783) :
(1,123) 2,322
6,018 -
(55,241) (49,149)
2008 2007
$000 $000
122,174 110,569
1,356 1,763
12,786 12,004
(2,684) (4,643)
(20,840) 2481
(14,960) -
97,832 122,174




NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

13. Employee benefits (continued)

(@ Defined benefit pension plan (continued)

(iii)

(iv)

(v)

Movementsin plan assets.

Plan assets consist of the following:
Equities
Fixed income securities
Real estate

Credit recognised in the statement of income:

Current service costs

Interest on obligations

Expected return on plan assets

Net actuarial gain recognised during the year
Past service costs

Total credit
Net credit recognised dueto limitation

Actual return on plan assets

2008 2007
$000 $000
16,241 29,078
76,690 85,363
4,901 7,733
97,832 122,174
2008 2007
$000 $000
1,834 2,096
6,339 5,732
(12,786) (12,004)
(367) (228)
4,783 -
(197) (4,404)
(98) (2,202)
(8,053) 14,485

The credit is recognised in operating & maintenance, selling, general &

administrative expenses in the statement of income.

Principal actuarial assumptions at the balance sheet date (expressed as

weighted averages):

Discount rate

Expected return on plan assets
Future salary increases

Future pension increases

2008

16.0%
15.0%
12.0%

6.0%

2007

13.0%
12.0%
9.0%
3.0%

Assumptions regarding future mortality are based on PA(90)M and PA(90)F Tables
with ages reduced by six years. The expected long-term rate of return is based on

the assumed long-term rate of inflation.
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13.

NOTES TO THE FINANCIAL

Year ended December 31, 2008

Expressed in US Dollars

Employee benefits (continued)

(b)

Other post-employment benefit obligations:

Post-employment medical and life insurance benefits
Accumulated sick and vacation pay

(i)

(if)

(iii)

STATEMENTS

Post-employment medical and life insurance benefits:

Present value of unfunded obligations
Unrecognised actuarial losses

Liability recognised in balance sheet

Movements in post-employment medical and life insurance benefits:

Balance at beginning of year

Contributions paid

Expense recognised in the statement of income
Exchange gains

Balance at end of year

Expense recognised in the statement of income:

Current service costs

Interest on obligations

Actuarial loss recognised for the year
Gains on curtailments and/or settlements

2008 2007
$ 000 $ 000
9,168 9,044
8,538 9,410
17,706 18,454
2008 2007
$ 000 $ 000
8,218 8,746
950 298
9,168 9,044
2008 2007
$ 000 $ 000
9,044 7,852
(147) (160)
1,378 1,352
(1,107) -
9,168 9,044
2008 2007
$ 000 $ 000
429 464
1,044 1,06}1
(95) (177)
1,378 1,352

The expense recognised isincluded in operating & maintenance, selling, general

& administrative expenses.



NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

13.  Employee benefits (continued)

(b) Other post-employment benefit obligations (continued):

(iv) Principal actuaria assumptions at the balance sheet date (expressed as weighted

One One
per centage per centage
point increase point decrease
$000 $ 000
Effect on the aggregate service and interest cost 409 (300)
Effect on the defined benefit obligation 1,945 (1,465)
(c) Historical information
(i) Defined benefit pension plan:
2008 2007 2006 2005 2004
$ 000 $ 000 $'000 $000 $ 000
Present value of the defined
benefit obligations (55,241)  (49,2149) (50,165) (40,855) (38,296)
Fair value of plan assets 97,832 122,174 116,281 102,070 94,957
Experience adjustments arising
on plan liabilities (2,201) (1,813) (2,116) 87 (216)
Experience adjustments arising
on plan assets (20,838) 2,235 6,101 218 11,393

(i)

averages):

2008 2007
Discount rate 16.0% 13.0%
Medical claims growth 15.0% 12.0%

Actuarial assumptions regarding mortality, inflation, etc. follow the same bases as
those outlined in note 13 (a)(v) above.

The assumed medical claims growth trend can have a significant effect on the amounts
recognised in the statement of income. A one percentage point change in assumed
healthcare cost trend rates would have the following effects:

Post-employment medical and life insurance obligation benefit:

2008 2007 2006 2005 2004
$ 000 $ 000 $ 000 $ 000 $ 000

Present value of
the post-employment benefit

obligation 8,218 8,746 8,889 8,244 8,396

Experience adjlustments arising
on plan liabi

ities 792 1,055 188 1,020 2,329
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E NOTES TO THE FINANCIAL STATEMENTS
E Year ended December 31, 2008
<Z( 13. Employee benefits (continued)

(d) Defined contribution pension plan:
The company’s contribution to the defined contribution pension plan for the year
aggregated $381,000 (2007: $212,000). These are recognised in operating & maintenance,
selling, general and administrative expenses in the statement of income.

14. Sharecapital

Authorised:
Ordinary share capital:
315,733,000 Ordinary stock units at no par value
30,000,000,000 Ordinary shares at no par value
30,315,733,000

Cumulative preference shares of no par value

567,000 7% “B” shares
66,500 5% “C” shares
1,049,000 5% “D” shares
514,000 6% “E” shares
2,196,500
2008 2007
$ 000 $000
Stated capital:
Issued and fully paid:
Ordinary share capital:

315,733,000 Ordinary stock units 5,684 5,684
21,512,462,000 Ordinary shares 256,102 256,102
21,828,195,000 261,786 261,786

Cumulative preference
shares:
420,000 7% “B” shares 38 38
66,500 5% “C” shares 6 6
680,000 5% “D” shares 61 61
300,000 6% “E” shares 27 27
1,466,500 132 132

72

261,918

261,918




14.

15.

16.

NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

Share capital (continued)

The cumulative preference shares are non-voting and are preferred only in respect of return of
capital and any dividends in arrears on awinding up.

The Jamaican Companies Act (the Act) requires that all preference shares be included in the
balance sheet as part of stated capital with the return to preference shareholders, being
dividends, paid out of retained earnings, while IFRS requires qualifying preference shares to be
classified as liabilities, with the return to preference shareholders being classified as interest
expense, charged in arriving at net profit or loss for the year. Due to the immateriality of issued
preference share capital, such shares have not been reclassified, and as such, the company isin
compliance with the Act and IFRS.

Capital reserve

2008 2007
$ 000 $ 000
Revaluation surplus 41,357 -

This represents the net surplus arising on the revaluation of land during the financial year.

Customer deposits

2008 2007

$ 000 $000

Customer deposits for electricity service (i) 16,456 20,720
Customer advances for construction (ii) 13,622 12,743
30,078 33,463

(i) Ingeneral, the company requires a deposit from customers before providing service. The
deposit is refundable upon termination of service subject to certain conditions. Interest is
paid annualy to customers and applied to their electricity accounts according to rates
prescribed by the OUR (see note 2), which are broadly equivalent to rates applicable to
savings deposits.

(ii) Customer advances for construction relate to non-interest-bearing deposits obtained by the
company in relation to construction projects being undertaken by potential customers.
These amounts are refundabl e subject to certain conditions.
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17.

NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

@

(b)

(©

(d)

(€)

(f)

@

(b)

(©

Long-term loans

2008 2007
$ 000 $ 000
Kreditanstalt fur Weideraudfbau of Frankfurt/
Government of Jamaica (KFW/GQJ), 7% fixed
rate, repayable 2030 [€3.9 million
(2007: €3.9 million)] 5,451 5,712
International Finance Corporation (IFC) variable
rate, repayable 2015 [$40 million
(2007: $45 million)] 35,000 40,000
AIC Merchant Bank
8.75% fixed rate, repayable 2009 [$3.25 million
(2007: $4.9 million)] 1,627 3,255
Deutsche Bank as trustees of the holders of the 11%
Senior notes due 2016 [$180 million
(2007: $180 million)] 175,112 173,955
FirstCaribbean International Bank (FCIB) variable
rate, repayable 2011 [$35 million] 35,000 -
FirstCaribbean International Bank (FCIB) variable
rate, repayable 2011 [J$522 million] 6,486 -
258,676 222,922
Less. Current portion (12,752) (6,627)
245,924 216,295

Thisloan is on-lent by the Government of Jamaica (GOJ), and is subject to finalisation of
the formal on-lending agreement. Under the terms of the original agreement with KFW
the loan is repayable commencing in 2010 through 2030. Interest is payable semi-
annually in arrears.

This loan is repayable in eighteen semi-annual instalments of $2,500,000, which
commenced February 2007. The variable interest rate is based on LIBOR plus 7.5% per
annum until February 2007 and a spread of 6% thereafter. Asat December 31, 2008, the
rate so determined was 12.91% (2007: 12.96%). The loan is secured by the assets of the
company.

This loan is repayable in twenty quarterly instalments of $406,750, which commenced
January 2005, and is secured by a registered 1% mortgage over the company’s property at
Knutsford Boulevard, Kingston 5, Jamaica.



17.

NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

L ong-term loans (continued)

(d)

(€)

()

This represents unsecured 11% Senior Notes issued on the US bond market and is
tradeable in Portal, a subsidiary of Nasdag Stock Market, Inc. The Notes are payable in
full on maturity at 6 July 2016. Interest payments are to be made on 6 January and 6 July
annually with record dates of 23 December and 22 June, respectively, and interest rates of
11% for 180/360 of principal amounts outstanding as at record dates. No collateral is
required. Prior to 2009, 35% of principa may be redeemed due to an equity offering;
change of control and/or special mandatory redemption. Appropriate waivers in respect
of mandatory redemptions arising from change of control were received during the year.

The amount due in respect of Senior Notes is stated net of debt issuance costs associated
with the issue, as follows:

2008 2007
$ 000 $ 000
Cost:
At beginning of year 5,882 6,703
Additions - -
At end of year 5,882 6,703
Amortisation:
At beginning of year 577 184
Amortisation charge for the year, net 417 474
At end of year 994 658
4,888 6,045

This loan is repayable in four (4) semi-annual instalments of $3.06M and the balance of
$22.75M at maturity. As at 31 December 2008, the rate so determined was 9.46%. No
collateral isrequired.

Thisloan is unsecured and repayable in full at maturity. The variable interest rate is based
on the commercial bank rate plus 1.25% per annum until January 2010. As at 31
December 2008, the rate so determined was 20.50%.
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NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31,

Expressed in US Dollars

Deferred taxation

Deferred tax (liabilities)/assets relate to:

2008

Balance at Balance at
1 January Recognised 31 December
2008 in income 2008
$ 000 $ 000 $ 000
Employee benefits, net (2,792 760 (2,032)
Accounts receivable (871) 1,822 951
Accounts payable and provisions 5,673 (141) 5,532
Property, plant & equipment (64,582) 1,303 (63,279)
Unamortised debt issuance costs (2,014) 385 (1,629)
Tax value of losses carried forward 5,079 (3,874) 1,205
(59,507) 255 (59,252)

Operating revenue

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

Disclosur e of expenses/(income) and related party transactions

(@ Operating profit before net finance costs, other income, other expenses and taxation is
stated after charging:

2008 2007
$'000 $ 000
Directors remuneration:

Fees 42 25
Emoluments 399 623
Pensions to former managing directors 7 6

Compensation for key management:
Short term benefits 843 2,103
Post employment benefits - 43
Staff costs _ 65,900 66,025
Audit fees (including GCT) 148 153
Depreciation and amortisation 41,602 42,268

(b)  The company has various ongoing transactions with related companies. These include the
provision of technical support and related professional services and the acquisition of
specialised equipment and spare parts. These transactions amounted to approximately
$1.0 million (2007: $3.0 million). All the above transactions were executed in the
ordinary course of business.



21.

22.

NOTES TO THE FINANCIAL

Year ended December 31, 2008

Expressed in US Dollars

Net finance costs

Foreign exchange losses, net

Other finance costs.
Short-term loans
Long-term loans
Customer deposits
Bank overdraft and other
Debt issuance costs and expenses

Finance income:
Interest income
Interest capitalised during construction (note 11)

STATEMENTS

2008 2007
$000 $000
(14,984) (7,411)
(5,002) (1,547)
(25,681) (26,619)
(1,826) (1,946)

(170) (172)
(1,792) (555)
(34,471) (30,839)
1,032 2,036
2,666 1,554
3,698 3,590
(45,757) (34,660)

Interest income arises materially from treasury transactions entered into in the ordinary course of

business.
Other income and expenses

(@  Other income comprises:

Rental income

Insurance proceeds

Recovery of hurricane Ivan restoration costs

Refundable fuel rebate written of f

Miscellaneous proceeds from scrap sales
and other settlements

2008 2007
$ 000 $ 000
311 226
142 10,418

- 6,877

- 2,704
4,605 3,086
5,058 23,311
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NOTES TO THE FINANCIAL

Year ended December 31, 2008

Expressed in US Dollars

22. Other income and expenses (continued)

(b)

Other expenses comprise:

2008 2007

$ 000 $ 000
Provision for IDT job reclassification (14,577) (34,309)
Hurricane restoration costs (1,792) (9,605)
Miscellaneous expenses (43) (2,744)
(16,4112) (46,658)

23. Taxation

(@

(b)

Taxation is computed at 33%4% of the company’s results for the year, adjusted for tax
purposes and comprises:

2008 2007
$ 000 $ 000
Current income tax expense - -
Deferred taxation on:
Origination and reversal of temporary differences 2,504 (1,448)
Benefit of tax |osses recognised (2,249) 4,149
Taxation credit 255 2,701

Thereis no current taxation expense for the year as a result of accumulated taxation losses
from previous years.

At 31 December 2008, taxation losses available for set-off against future taxable profits,
subject to agreement by the Commissioner, Taxpayer Audit & Assessment, amounted to
approximately $4 million (2007: $15 million).

Reconciliation of tax expense:

2008 2007
$ 000 $ 000
Profit/(loss) before taxation 8,590 (5,621)
Computed “expected” tax @ 33'4% (2,863) 1,874
Tax effect of differences between (loss)/profit for
financial statements and tax reporting purposes
in respect of:
Investment allowances 3,954 2,613
Other disallowed items (836) (1,786)
Taxation credit 255 2,701

STATEMENTS



24.

25.

26.

NOTES TO THE FINANCIAL

Year ended December 31, 2008

Expressed in US Dollars

(L oss)/earnings per share/stock unit

STATEMENTS

2008 2007
$ 000 $ 000
Profit/(loss) for the year 8,845 (2,920)
Less: Preference dividends (note 25) 2 2
8,843 (2,922
Number of shares/stock units [shown in thousands (see note 14)] 21,828,195 21,828,195
Earnings/(loss) per share/stock unit 0.04¢ (0.01¢)
Dividends
2008 2007
$ 000 $ 000
Ordinary dividends:
Interim dividend paid 24,500 25,000
Preference dividends:
5-7% Cumulative preference shares (notes 14 and 24) 2 2
24,502 25,002
Ordinary dividend per share /stock unit 0112 ¢ 0.115¢

The preference dividends were paid on a quarterly basis in both years.

Commitments

Commitments for capital expenditure, for which no provision has been made in these financial
statements, amounted to approximately $5.6 million (2007: $9.8 million).

In addition to its commitments under IPP contracts (note 4), the company had unexpired

operating lease commitments at 31 December 2008 payable as follows:

Within 1 year
From 1-2 years
From 2-3 years
From 3-4 years
From 4-5 years
MaurAr £ usars

2008 2007

$ 000 $ 000
18,991 6,239
18,859 159
18,427 153
19,184 152
19,687 152
333,634 4,446
428,782 11,301

08

REESR O R T

ANNUAL

79



08

REPORT

ANNUAL

80

26.

27.

28.

NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

Commitments (continued)

Lease payments under operating leases including IPP contracts (note 4) recognised in the
statement of income for the year aggregated approximately $5,609 million (2007: $5,334
million).

Contingent liabilities

(i)  The company was contingently liable at 31 December 2008 in respect of various lawsuits
alleging damages. In the majority of these lawsuits, the outcome cannot be determined
with certainty at this time. However, at 31 December 2008, a provision of $1.1 million
(2007: $1.5 million) was made (see note 10) in accordance with the recommendation of
the company’ s attorneys or based on management’s best estimate.

Financial instruments
(@ Financial risk management:
The company has exposure to the following risks from its use of financial instruments:
credit risk
liquidity risk

market risks
operational risks

This note presents information about the company’s exposure to each of the above risks
arising in the ordinary course of the company’s business, the company’s objectives,
policies and processes for measuring and managing risk, and the company’ s management
of capital.

The Board of Directors, in managing the business of the company, oversees the
company’s risk management framework. Key management has responsibility for
monitoring the company risk management policies in their specified areas and report
quarterly to the Board of Directors on their activities.

The company’s risk management policies are established to identify and analyse the risks
faced by the company, to set appropriate risk limits and controls, and to monitor risk and
adherence to limits. Risk management policies and systems are reviewed regularly to
reflect changes in market conditions. The company, through training and management
standards and procedures, aims to develop a disciplined and constructive control
environment, in which all employees understand their roles and obligations.



28.

NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

Financial instruments (continued)

@)

Financial risk management (continued)

The company’s parent company has monitoring oversight of the risk management policies
and is assisted in these functions by the company’s internal audit department. The
internal audit department undertakes both regular and ad-hoc reviews of risk management
controls and procedures, the result of which are reported to the Board of Directors.

(i)

(i)

Credit risk:

Credit risk isthe risk of financial loss to the company if a customer or counterparty
to a financia instrument fails to meet its contractual obligations, and arises
principally from the company’s trade receivables, which is stated net of an
allowance for doubtful balances.

As part of its management of credit risk, the company requires account deposits
from certain customers. Additionally, management has processes in place for the
prompt disconnection of services to, and recovery of amounts owed by, defaulting
customers.

The company establishes an allowance for impairment losses that represents its
estimate of incurred losses in respect of trade and other receivables. The main
component of this alowance is a specific loss component that relates to
individually significant exposures. The loss allowance is determined based on
historical payment statistics for similar financial assets and an assessment of the
debtor’ s ability to settle debt.

At 31 December 2008, the company had significant concentrations of credit risk in
respect of amounts receivable from the Government of Jamaica and its affiliates
aggregating $15.98 million (2007: $15.61 million).

Liquidity risk:

Liquidity risk, also referred to as funding risk, is the risk that the company will
encounter difficulty in raising funds to meet commitments associated with financial
instruments. Liquidity risk may result from an inability to sell a financial asset
quickly at, or close to, its fair value. Prudent liquidity risk management implies
maintaining sufficient cash and marketable securities, and the availability of
funding through an adequate amount of committed credit facilities.

The company’ s approach to managing liquidity is to ensure, as far as possible, that
it will always have sufficient liquidity to meet its liabilities when due, under both
normal and stressed conditions, without incurring unacceptable losses or risking
damage to its reputation.
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28.

NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

Financial instruments (continued)

(@)

Financial risk management (continued)

(i)

Liquidity risk (continued)

Key management of the company, in conjunction with its ultimate holding company,
aims at maintaining flexibility in funding by keeping lines of funding available as well
as by acquiring and maintaining prudent cash resources in appropriate currencies. For
example, the company’s treasury department receives and monitors information from
other departments regarding the liquidity profile of their financial assets and liabilities
and maintains a portfolio of short-term liquid assets and loans to ensure that sufficient
liquidity is maintained within the company as a whole. As at 31 December 2008, the
company had unutilised lines of credit aggregating $34 million (2007: $68 million).

An analysis of the contractual maturities of the company’s financial liabilities is
presented below. The anaysis provided is by estimating timing of the amounts
recognised in the balance sheet.

Contractual undiscounted cash flows

Total Less More
Carrying cash than 1-2 35 6-10 than
Amount outflow 1vyear years years years 10vyears
$000 $000 $000 $000 $'000 $'000 $'000
31 December 2008:
Bank overdraft 775 775 775 - - - -
Accounts payable
and provisions 78,254 78,254 78,254 - - - -
Loans 311,926 311,926 66,002 17,612 37,750 185,533 5,029
Dueto related companies 161 161 161 - - - -
Customer deposits 30,078 30,078 - - - 12,161 17,917

Total financial liabilities 421,194 421,194 145,192 17,612 37,750 197,694 22,946

31 December 2007:

Bank overdraft 468 468 468 - - - -
Accounts payable

and provisions 148,953 148,953 148,953 - - - -
Loans 242,922 242,922 26,627 6,627 15000 189,398 5,270
Dueto related companies 5 5 5 - - - -
Customer deposits 33,463 33,463 - - - 12,743 20,720

Total financia liabilities 425,811 425,811 176,053 6,627 15000 202,141 25,990

Contracted off-balance cash payments in respect of independent power purchase
agreements are disclosed in note 26(b).



28.

NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

Financial instruments (continued)

(@)

Financial risk management (continued)

(iii) Market risks

Market risk is the risk that changes in market prices, such as interest rates, foreign
exchange rates and equity prices will affect the value of the company’s assets, the
amount of its liabilities and/or the company’s income. Market risk arises in the
company due to fluctuations in the value of assets and liabilities.

The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimising the return on risk. The
nature of the company’s exposures to market risks and its objectives, policies and
processes for managing these risks have not changed significantly over the prior
period. For each of the major components of market risk the company has policies
and procedures in place which detail how each risk is managed and monitored. The
management of each of these major components of market risk and the exposure of
the company at the reporting date to each major risk are addressed below.

Derivative financial instruments are not presently used to reduce exposure to
fluctuations in interest and foreign exchange rates.

At 31 December 2008, the company had no exposure to market risk relating to
changesin equity prices.

e Interestraterisk:

Interest rate risk is the risk that the value of afinancial instrument will fluctuate
due to changes in market interest rates.

The company contracts financial liabilities at fixed or floating interest rates.
These primarily relate to loans, customer deposits, certain trade payables and
bank overdrafts.

The maturity profiles and interest rates of the company’s long-term loans are
disclosed in note 17, the details of short-term loan in note 9 and of customer
depositsin note 16. Bank overdraft is subject to interest rates fixed in advance,
which may be varied by appropriate notice by the lenders.

Interest bearing financial assets relate to cash and cash equivalents and
repurchase agreements.
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Year ended December 31, 2008

Expressed in US Dollars

28. Financial instruments (continued)
(@ Financial risk management (continued)
(iii) Market risks (continued)
e Interest raterisk (continued):
At 31 December 2008, the interest profile of the company’s interest-bearing

financial instruments was:
Carrying amount

2008 2007
$'000 $000
Fixed rate instruments:
Financial assets 17,043 24,827
Financial liabilities (212,440) (182,922)
Variable rate instruments:
Financial liabilities (116,717) (81,188)

Fair value sensitivity analysis for fixed rate instruments:

The company does not account for any fixed rate financial assets and liabilities
at fair value through profit or loss. Therefore a change in interest rates at the
reporting date would not affect the statement of income.

Cash flow sensitivity analysis for variable rate instruments:

A change of 100 basis points in interest rates at the reporting date would have
increased/(decreased) equity and profit or loss by the amounts shown below.
This analysis assumes that all other variables, in particular foreign currency
rates, remain constant. The analysisis performed on the same basis for 2007.

2008 2007
Effect on Effect on
profit or loss profit or loss
100bp 100bp 100bp 100bp
increase decrease increase decrease

Cash flow sensitivity (net)  ( 1,167) 1,167 ( 812) 812




28.
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Year ended December 31, 2008

Expressed in US Dollars

Financial instruments (continued)

(@)

Financial risk management (continued)

(ili) Market risk (continued)

Foreign currency risk:
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Foreign currency risk is the risk that the value of a financial instrument will

fluctuate due to changes in foreign exchange rates.

The company incurs foreign currency risk primarily on purchases and borrowings
that are denominated in a currency other than the United States dollar. The
currencies giving rise to significant foreign currency risk are the Jamaica dollar (J$)

and Euro (€).

The company manages foreign exchange exposure by maintaining adequate liquid
resources in appropriate currencies and by managing the timing of payments on

foreign currency liabilities.

The table below shows the company’s foreign currency exposure, at balance sheet

date:
2008 2007
J% € US$ J$ € USs$
$000 $000 $000 $000 $000 '000
Cash and cash
equivalents 410,565 - 5,102 73,372 - 1,039
Repurchase
agreements 2,304 - 29 - - -
Trade and other
receivables 13,262,348 - 167,139 13,778,971 - 194,345
Accounts
payable
and provisions (2,000,114) (1,953) (26,808) (4,125,975) (2,751)  (61,178)
Long-termloans  (522,000) (3,879) (11,938) - (3,879) (5,712)
Customer
deposits (2,420,351) - (30,078) (2,363,095) - (33,463)
8,732,752  (5,832) 103,446 7,363,273 (6,630) 95,031
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NOTES

TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

28. Financial instruments (continued)

(&) Financial risk management (continued)

(iii) Market risk (continued):

Foreign currency risk (continued):

Sensitivity anaysis:

A 5% strengthening of the United States dollar (the company’s principal foreign
currency) against the Jamaica dollar and the Euro would have increased
(decreased) equity and profit or loss by the amounts shown below. This
analysis assumes that al other variables, in particular interest rates, remain
constant. The analysisis performed on the same basis for 2007.

2008 2007
Equity Profit/loss Equity Profit/loss
$ 000 $'000 $ 000 $ 000
3 (5,426) (5,426) (5,213) (5,213)
Euro (€) 410 410 488 488

A 5% weakening of the United States dollar against the Euro and the Jamaican
dollar, respectively, at year end would have had the equal but opposite effect on
the above currencies to the amounts shown above, on the basis that all other
variables remain constant.

(iv) Operational risk:

Operational risk is the risk of direct or indirect loss arising from a wide variety of
causes associated with the company’s processes including regulatory risk,
personnel, technology and infrastructure, and from external factors other than credit,
market and liquidity risks such as those arising from lega and regulatory
requirements and generally accepted standards of corporate behaviour.

The company’s objective is to manage operational risk so as to balance the
avoidance of financial losses and damage to its reputation with overall cost
effectiveness and to avoid control procedures that restrict initiative and creativity.

The primary responsibility for the development and implementation of controls to
address operational risk is assigned to senior management within the company.
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29.

NOTES TO THE FINANCIAL STATEMENTS

Year ended December 31, 2008

Expressed in US Dollars

Financial instruments (continued)
(b) Capital risk management:

Capital risk is the risk that the company fails to comply with mandated regulatory
requirements, resulting in a breach of its operating Licence and the possible adverse
effects on its tariff structure in accordance with its Licence (see note 2). The company’s
objectives when managing capital, which is a broader concept than the ‘equity’ on the
face of the balance sheet, are:

o To comply with the operational requirements set by the regulators;

o To safeguard the company’s ability to continue as a going concern so that it can
continue to provide returns for shareholders and benefits for other stakeholders;

o To maintain creditor and market confidence; and

o To maintain a strong capital base to support the development of its business.

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

(c) Fair valuedisclosure:

(i)  The amounts reflected in the financial statements for cash and cash equivalents,
repurchase agreements, accounts receivable, related party balances, bank overdraft,
accounts payable and provisions, and short-term loan are assumed to approximate
to their fair values. Long-term loans are stated at contracted settlement values
which are considered to be broadly equivalent to fair value. Additionaly, the cost
of al monetary assets and liabilities has been appropriately adjusted to reflect
estimated losses on realisation or discounts on settlement.

(ii) The fair vaue of customer deposits and refundable customer advances cannot
practically be determined, as payment dates and amounts are not determinable.
However, as customer deposits attract interest rates broadly equivalent to bank
savings rates, no fair value adjustment is considered necessary.

Subsequent event
Subsequent to the year end, the ultimate parent company sold 50% of its interest in the

company to Abu Dhabi National Energy Company PJSC (TAQA), a public joint stock
company registered in the United Arab Emirates.
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NOTICE OF ANNUAL
GENERAL MEETING

NOTICE IS HEREBY GIVEN that the Annual General Meeting of Jamaica Public Service
Company Limited will be held on Monday, 31st day of August 2009 at the Company’s registered
offices, 6 Knutsford Boulevard, Kingston 5 commencing at 3:00 p.m. for the following purposes:

1. TO RECEIVE THE ACCOUNTS

To receive the Audited Accounts for the year ended December 31, 2008 and the Reports
of the Directors and Auditors thereon and to consider and (if thought fit) pass the following
resolution:

“That the Accounts for the year ended December 31, 2008 together with the Reports of the
Directors and Auditors thereon be approved and adopted”

2. TO APPROVE AND RATIFY INTERIM DIVIDENDS:

i RESOLVED that this Board HEREBY APPROVES to declare an interim dividend of
the Jamaican equivalent of Twelve Million United States Dollars (US$12,000,000.00)
or 0.054975 United States cents per share/stock on the Ordinary Stock/Shares
of the Company at the rate of exchange of the Bank of Jamaica’s daily weighted
average selling rate on 13" day of June 2008 payable on the 27" day of June 2008
to share/stockholders registered at close of business on 13" day of June 2008.
This amount will be distributed out of retained earnings.

ii. RESOLVED to declare an interim dividend of the Jamaican equivalent of Ten Million
United States Dollars (US$10,000,000.00) or 0.045812 United States cents per
share/stock on the Ordinary Stock/Shares of the Company at the rate of exchange
of the Bank of Jamaica’s daily weighted average selling rate on 17th day of October
2008 payable on the 31st day of October 2008 to share/stockholders registered
at close of business on 17th day of October 2008. This amount will be distributed
out of retained earnings.

iii. RESOLVED that this Board HEREBY APPROVES to declare an interim dividend of
the Jamaican equivalent of Twelve Million Five Hundred Thousand United States
Dollars (US$12,500,000.00) or 0.057265 United States cents per share/stock on
the Ordinary Stock/Shares of the Company at the rate of exchange of the Bank
of Jamaica’s daily weighted average selling rate on 17th day of December 2008
payable on the 31st day of December 2008 to share/stockholders registered at
close of business on 17th day of December 2008. This amount will be distributed
out of retained earnings



NOTICE OF ANNUAL GENERAL MEETING CONT'D

3. TO ELECT DIRECTORS

In accordance with Article 123 of the Company’s Articles of Association,

i Mr. Tom Samson and Mr. James Zimmer having been appointed to the Board since
the last Annual General Meeting shall cease to hold office and, being eligible offer
themselves for election

ii. Mr. Richard Mukhtar (Alternative Director for Mr. James Zimmer) and Mr. Mo Majeed
(Alternative Director for Mr. Seiji Kawamura) having been appointed to the Board
since the last Annual General Meeting shall cease to hold office and, being eligible
offer themselves for election.

The Company is asked to consider, and if thought fit pass the following resolutions:

i “That retiring Director Tom Samson is hereby elected a Director of the Company”.

ii. “That retiring Director James Zimmer is hereby elected a Director of the
Company”.

iii. “That retiring Director Richard Mukhtar is hereby elected as Alternative Director of
the Company”.

iv. “That retiring Director Mo Majeed is hereby elected as a Alternative Director of the
Company”.

4. TO APPOINT AUDITORS AT A REMUNERATION
TO BE FIXED BY THE BOARD OF DIRECTORS

5. Any other business for which due notice has been given.

DATED THIS SEVENTH DAY OF AUGUST 2009

BY ORDER OF THE BOARD

A fef-

Katherine P.C. Francis
Secretary
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JAMAICA PUBLIC SERVICE COMPANY LIMITED

FORM OF PROXY

[/We of being a member/members of the above

Company hereby appoint the Chairman of the meeting or failing him of

as my/our Proxy to vote for me/us on my/our behalf at the Annual General Meeting of the Company to be
held on the August 31, 2009 at 3:00 p.m. and at any adjournment thereof.

RESOLUTION FOR AGAINST

Resolution 1
Resolution 2(i)
Resolution 2(ii)
Resolution 2(iii)
Resolution 3(i)
Resolution 3(ii)
Resolution 3(iii)
Resolution 3(iv)

Resolution 4

DATED THE DAY OF 2009
(signature) (signature)
1. If you wish to appoint a proxy other than the Chairman of the Meeting, please insert the person’s

name and address and delete the words “the Chairman of the Meeting or failing him”. Initial the deletion.

2. Any alteration to this form of proxy should be initialled

3. If the appointer is a corporation this form of proxy must be UNDER ITS COMMON SEAL or under
the hand of some officer or attorney of the corporation DULY AUTHORIZED IN WRITING

4. In case of joint holders the vote of the person whose name stands first on the Register will be
accepted in preference to the vote of the other holders.

5. To be effective this form of proxy and the power of attorney or other (if any) under which it is
signed or a notarially certified copy, of that power or authority must be deposited at Jamaica Public Service
Company Limited, 6 Knutsford Boulevard, Kingston 5 for the attention of the Secretary not less than
forty-eight (48) hours before the time for holding the meeting.



WWW.JPSCO.COM
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