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PKF Professional Services 
 
Tel. (758) 453 - 2340 
Tel. (758) 450 - 7777 
Fax (758) 451 - 3079 
Email: admin@pkf.lc 
 

1 
P.O. Box Choc 8245, Meridian Place, Choc Estate, Castries, LC02 801, St. Lucia 

PKF International is a network of Legally Independent Member Firms 

 
INDEPENDENT AUDITOR’S REPORT 

 

To the Shareholders of St. Lucia Electricity Services Limited 
 

Report on the Consolidated Financial Statements 
 
We have audited the accompanying consolidated financial statements of St. Lucia Electricity Services 
Limited and its subsidiaries (the “Group”), which comprise the consolidated statement of financial 
position as at December 31, 2015, and the consolidated statement of changes in equity, consolidated 
statement of comprehensive income, and consolidated statement of cash flows for the year then 
ended, and a summary of significant accounting policies and other explanatory information. 

Management’s Responsibility for the Consolidated Financial Statements  
Management is responsible for the preparation and fair presentation of these consolidated financial 
statements in accordance with International Financial Reporting Standards, and for such internal 
control as management determines is necessary to enable the preparation of consolidated financial 
statements that are free from material misstatement, whether due to fraud or error. 

Auditor’s Responsibility 
Our responsibility is to express an opinion on these consolidated 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 consolidated financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the consolidated financial statements.  The procedures selected depend on the auditor’s judgment, 
including the assessment of the risks of material misstatement of the consolidated 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 consolidated financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not for 
the purpose of expressing an opinion on the effectiveness of the entity’s internal 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 
consolidated financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion. 

P.O. Box Choc 8245, Meridian Place, Choc Estate, Castries, LC02 801, St. Lucia 
PKF International is a network of Legally Independent Member Firms 
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P.O. Box Choc 8245, Meridian Place, Choc Estate, Castries, LC02 801, St. Lucia 

PKF International is a network of Legally Independent Member Firms 

 
 
INDEPENDENT AUDITOR’S REPORT (CONT’D) 
 
To the Shareholders of St. Lucia Electricity Services Limited 
 

Opinion 
In our opinion, the consolidated financial statements present fairly, in all material respects the 
financial position of the Group as at December 31, 2015, and its financial performance and its cash 
flows for the year then ended in accordance with International Financial Reporting Standards. 
 
 
 
 
 
Chartered Accountants 
Castries, Saint Lucia 
March 11, 2016 
 

P.O. Box Choc 8245, Meridian Place, Choc Estate, Castries, LC02 801, St. Lucia 
PKF International is a network of Legally Independent Member Firms 
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ST. LUCIA ELECTRICITY SERVICES LIMITED

(Expressed in Eastern Caribbean Dollars)

ST. LUCIA ELECTRICITY SERVICES LIMITED 
Consolidated Statement of Financial Position 
As at December 31, 2015 
(Expressed In Eastern Caribbean Dollars) 

3
 

 Notes  
 

2015 
 

2014  
Assets        
Non-current         
Property, plant and equipment 6 $ 341,491,994  337,840,026   
Intangible assets 7  13,081,709  14,142,279   
Retirement benefit assets  8  1,058,000  4,765,000   
Other financial assets 9  172,278  171,532   
Total non-current assets   355,803,981  356,918,837   
Current        
Inventories 10  14,381,152  10,464,809   
Trade, other receivables and prepayments 11  63,208,484  129,656,309   
Other financial assets 9  18,991,757  5,098,936   
Cash and cash equivalents 12  39,098,895  16,462,944   
Total current assets   135,680,288  161,682,998   
Total assets  $ 491,484,269  518,601,835   
Shareholders’ equity and liabilities        
Shareholders’ equity        
Share capital  13 $ 80,162,792  80,162,792   
Retained earnings     135,334,298  130,137,264   
Retirement benefit reserve 8  1,058,000  4,765,000   
Revaluation reserve 14  15,350,707  -   
Self-insurance reserve 32  28,204,502  24,694,822   
Total shareholders’ equity   260,110,299  239,759,878   

Liabilities        
Non-current        
Borrowings 15  121,712,672  137,725,516   
Consumer deposits 16  16,111,107  16,135,158   
Deferred tax liabilities 17  34,379,011  38,278,917   
Retirement benefit liability 8  5,667,000  -  
Post-employment medical benefit liabilities 18  1,935,000  1,848,959  
Total non-current liabilities   179,804,790  193,988,550  
Current       
Borrowings 15  16,101,653  15,465,453  
Trade and other payables 19  25,828,230  28,423,890  
Provision for other liabilities 20  1,485,493  -  
Derivative financial instruments  21  5,588,334  39,745,776  
Dividends payable   423,771  340,182  
Income tax payable   2,141,699  878,106  
Total current liabilities   51,569,180  84,853,407  
Total liabilities   231,373,970  278,841,957  
Total shareholders’ equity and liabilities  $ 491,484,269  518,601,835  
Approved on behalf of the Board of Directors:    

    

 Director   Director  

The notes on pages 53 to 111 are an integral part of these financial statements.

Consolidated Statement of Financial Position
As at December 31, 2015

49LUCELEC 2015 ANNUAL REPORT
IN TRANSITION

ST. LUCIA ELECTRICITY SERVICES LIMITED

(Expressed in Eastern Caribbean Dollars)

ST. LUCIA ELECTRICITY SERVICES LIMITED 
Consolidated Statement of Financial Position 
As at December 31, 2015 
(Expressed In Eastern Caribbean Dollars) 

3
 

 Notes  
 

2015 
 

2014  
Assets        
Non-current         
Property, plant and equipment 6 $ 341,491,994  337,840,026   
Intangible assets 7  13,081,709  14,142,279   
Retirement benefit assets  8  1,058,000  4,765,000   
Other financial assets 9  172,278  171,532   
Total non-current assets   355,803,981  356,918,837   
Current        
Inventories 10  14,381,152  10,464,809   
Trade, other receivables and prepayments 11  63,208,484  129,656,309   
Other financial assets 9  18,991,757  5,098,936   
Cash and cash equivalents 12  39,098,895  16,462,944   
Total current assets   135,680,288  161,682,998   
Total assets  $ 491,484,269  518,601,835   
Shareholders’ equity and liabilities        
Shareholders’ equity        
Share capital  13 $ 80,162,792  80,162,792   
Retained earnings     135,334,298  130,137,264   
Retirement benefit reserve 8  1,058,000  4,765,000   
Revaluation reserve 14  15,350,707  -   
Self-insurance reserve 32  28,204,502  24,694,822   
Total shareholders’ equity   260,110,299  239,759,878   

Liabilities        
Non-current        
Borrowings 15  121,712,672  137,725,516   
Consumer deposits 16  16,111,107  16,135,158   
Deferred tax liabilities 17  34,379,011  38,278,917   
Retirement benefit liability 8  5,667,000  -  
Post-employment medical benefit liabilities 18  1,935,000  1,848,959  
Total non-current liabilities   179,804,790  193,988,550  
Current       
Borrowings 15  16,101,653  15,465,453  
Trade and other payables 19  25,828,230  28,423,890  
Provision for other liabilities 20  1,485,493  -  
Derivative financial instruments  21  5,588,334  39,745,776  
Dividends payable   423,771  340,182  
Income tax payable   2,141,699  878,106  
Total current liabilities   51,569,180  84,853,407  
Total liabilities   231,373,970  278,841,957  
Total shareholders’ equity and liabilities  $ 491,484,269  518,601,835  
Approved on behalf of the Board of Directors:    

    

 Director   Director  

The notes on pages 53 to 111 are an integral part of these financial statements.

Consolidated Statement of Financial Position
As at December 31, 2015

49LUCELEC 2015 ANNUAL REPORT
IN TRANSITION

ST. LUCIA ELECTRICITY SERVICES LIMITED

(Expressed in Eastern Caribbean Dollars)

ST. LUCIA ELECTRICITY SERVICES LIMITED 
Consolidated Statement of Financial Position 
As at December 31, 2015 
(Expressed In Eastern Caribbean Dollars) 

3
 

 Notes  
 

2015 
 

2014  
Assets        
Non-current         
Property, plant and equipment 6 $ 341,491,994  337,840,026   
Intangible assets 7  13,081,709  14,142,279   
Retirement benefit assets  8  1,058,000  4,765,000   
Other financial assets 9  172,278  171,532   
Total non-current assets   355,803,981  356,918,837   
Current        
Inventories 10  14,381,152  10,464,809   
Trade, other receivables and prepayments 11  63,208,484  129,656,309   
Other financial assets 9  18,991,757  5,098,936   
Cash and cash equivalents 12  39,098,895  16,462,944   
Total current assets   135,680,288  161,682,998   
Total assets  $ 491,484,269  518,601,835   
Shareholders’ equity and liabilities        
Shareholders’ equity        
Share capital  13 $ 80,162,792  80,162,792   
Retained earnings     135,334,298  130,137,264   
Retirement benefit reserve 8  1,058,000  4,765,000   
Revaluation reserve 14  15,350,707  -   
Self-insurance reserve 32  28,204,502  24,694,822   
Total shareholders’ equity   260,110,299  239,759,878   

Liabilities        
Non-current        
Borrowings 15  121,712,672  137,725,516   
Consumer deposits 16  16,111,107  16,135,158   
Deferred tax liabilities 17  34,379,011  38,278,917   
Retirement benefit liability 8  5,667,000  -  
Post-employment medical benefit liabilities 18  1,935,000  1,848,959  
Total non-current liabilities   179,804,790  193,988,550  
Current       
Borrowings 15  16,101,653  15,465,453  
Trade and other payables 19  25,828,230  28,423,890  
Provision for other liabilities 20  1,485,493  -  
Derivative financial instruments  21  5,588,334  39,745,776  
Dividends payable   423,771  340,182  
Income tax payable   2,141,699  878,106  
Total current liabilities   51,569,180  84,853,407  
Total liabilities   231,373,970  278,841,957  
Total shareholders’ equity and liabilities  $ 491,484,269  518,601,835  
Approved on behalf of the Board of Directors:    

    

 Director   Director  

The notes on pages 53 to 111 are an integral part of these financial statements.

Consolidated Statement of Financial Position
As at December 31, 2015

49LUCELEC 2015 ANNUAL REPORT
IN TRANSITION

ST. LUCIA ELECTRICITY SERVICES LIMITED

(Expressed in Eastern Caribbean Dollars)

ST. LUCIA ELECTRICITY SERVICES LIMITED 
Consolidated Statement of Financial Position 
As at December 31, 2015 
(Expressed In Eastern Caribbean Dollars) 

3
 

 Notes  
 

2015 
 

2014  
Assets        
Non-current         
Property, plant and equipment 6 $ 341,491,994  337,840,026   
Intangible assets 7  13,081,709  14,142,279   
Retirement benefit assets  8  1,058,000  4,765,000   
Other financial assets 9  172,278  171,532   
Total non-current assets   355,803,981  356,918,837   
Current        
Inventories 10  14,381,152  10,464,809   
Trade, other receivables and prepayments 11  63,208,484  129,656,309   
Other financial assets 9  18,991,757  5,098,936   
Cash and cash equivalents 12  39,098,895  16,462,944   
Total current assets   135,680,288  161,682,998   
Total assets  $ 491,484,269  518,601,835   
Shareholders’ equity and liabilities        
Shareholders’ equity        
Share capital  13 $ 80,162,792  80,162,792   
Retained earnings     135,334,298  130,137,264   
Retirement benefit reserve 8  1,058,000  4,765,000   
Revaluation reserve 14  15,350,707  -   
Self-insurance reserve 32  28,204,502  24,694,822   
Total shareholders’ equity   260,110,299  239,759,878   

Liabilities        
Non-current        
Borrowings 15  121,712,672  137,725,516   
Consumer deposits 16  16,111,107  16,135,158   
Deferred tax liabilities 17  34,379,011  38,278,917   
Retirement benefit liability 8  5,667,000  -  
Post-employment medical benefit liabilities 18  1,935,000  1,848,959  
Total non-current liabilities   179,804,790  193,988,550  
Current       
Borrowings 15  16,101,653  15,465,453  
Trade and other payables 19  25,828,230  28,423,890  
Provision for other liabilities 20  1,485,493  -  
Derivative financial instruments  21  5,588,334  39,745,776  
Dividends payable   423,771  340,182  
Income tax payable   2,141,699  878,106  
Total current liabilities   51,569,180  84,853,407  
Total liabilities   231,373,970  278,841,957  
Total shareholders’ equity and liabilities  $ 491,484,269  518,601,835  
Approved on behalf of the Board of Directors:    

    

 Director   Director  

The notes on pages 53 to 111 are an integral part of these financial statements.

Consolidated Statement of Financial Position
As at December 31, 2015



50 LUCELEC 2015 ANNUAL REPORT
IN TRANSITION

ST. LUCIA ELECTRICITY SERVICES LIMITED

(Expressed in Eastern Caribbean Dollars)

The notes on pages 53 to 111 are an integral part of these financial statements.

Consolidated Statement of Comprehensive Income
For the Year Ended December 31, 2015

ST. LUCIA ELECTRICITY SERVICES LIMITED 
Consolidated Statement of Comprehensive Income 
For the Year Ended December 31, 2015 
(Expressed In Eastern Caribbean Dollars) 

4
 

 Notes  2015  
 

2014  
Revenue       
Energy sales  $ 309,148,671  323,899,359  
Other revenue   2,624,292  3,661,302  
    311,772,963  327,560,661  
Operating expenses       

Fuel costs    172,061,379  190,235,561  
Transmission and distribution   34,808,981  34,609,145  
Generation   21,952,515  21,060,780  
  28  228,822,875  245,905,486  
Gross income   82,950,088  81,655,175  
Administrative expenses 28  (32,514,572 ) (33,354,720 ) 

Operating profit   50,435,516  48,300,455  
Interest income   1,031,219  1,589,465  
Other gains, net 22  307,043  67,121  
Profit before finance costs and taxation   51,773,778  49,957,041  
Finance costs   (11,820,118 ) (12,956,548 ) 

Profit before taxation   39,953,660  37,000,493  
Taxation 23  (11,044,646 ) (10,192,086 ) 

Net profit for the year    28,909,014  26,808,407  
Other comprehensive income:       
Items that will not be reclassified to profit or loss:       
Re-measurements of defined benefit pension plans, net of tax     23  (6,719,300 ) 1,615,529  
Gain on revaluation of land 14  15,350,707  -  
Total other comprehensive income   8,631,407  1,615,529  
Total comprehensive income for the year  $ 37,540,421  28,423,936  
Basic and diluted earnings per share 24 $ 1.26  1.17  
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Notes Share Capital

Retained 

Earnings

Retirement 

Benefit 

Reserve

Revaluation 

Reserve

Self-

Insurance 

Reserve Total

Balance at January 1, 2014 $ 80,162,792 123,613,483 2,448,000 - 21,155,667 227,379,942

Net profit for the year - 26,808,407 - - - 26,808,407

Re-measurements of defined benefit pension 
plans, net of tax - 1,615,529 - - - 1,615,529

Total comprehensive income for the year - 28,423,936 - - - 28,423,936

Transfer to retirement benefit reserve - (2,317,000 ) 2,317,000 - - -

Transfer to self-insurance reserve 32 - (3,539,155 ) - - 3,539,155                   -

Ordinary dividends 26 - (16,044,000 ) - - - (16,044,000 )

Balance at December 31, 2014 $ 80,162,792 130,137,264 4,765,000 - 24,694,822 239,759,878

Balance at January 1, 2015 80,162,792 130,137,264 4,765,000 - 24,694,822 239,759,878

Net profit for the year - 28,909,014 - - - 28,909,014

Re-measurements of defined benefit pension 
plans, net of tax - (6,719,300 ) - - - (6,719,300 )

Gain on property revaluation 14 - - - 15,350,707 - 15,350,707

Total comprehensive income for the year - 22,189,714 - 15,350,707 - 37,540,421

Transfer from retirement benefit reserve - 3,707,000 (3,707,000 ) - - -

Transfer to self-insurance reserve 32 - (3,509,680 ) - - 3,509,680 -

Ordinary dividends 26 - (17,190,000 ) - - - (17,190,000 )

Balance at December 31, 2015 $ 80,162,792 135,334,298 1,058,000 15,350,707 28,204,502 260,110,299
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   Notes  
 

2015  

 
 

2014   
Cash flows from operating activities       
Profit before taxation $ 39,953,660  37,000,493  
Adjustments for:       
 Depreciation  6  31,987,180  30,970,042  
 Amortisation of intangible assets  7  2,313,936  2,180,034  
 Finance costs expensed    11,820,118  12,956,548  
 Interest income   (1,031,219 ) (1,589,465)  
 Movement in allowance for impairment   1,509,808  2,885,884  
 Gain on disposal of property, plant and equipment  22  (60,517 ) (28,039 ) 
 Post-retirement benefits  (138,959 ) 53,887  
 Operating profit before working capital changes  86,354,007  84,429,384  
 (Increase)/decrease in inventories   (3,916,343 ) 1,551,133  

 
Decrease/(increase) in trade, other receivables and 
prepayments 

 
 31,176,397  (11,035,411 ) 

 Decrease in trade and other payables      (2,595,660 ) (1,628,644 ) 
 Increase in provision for other liabilities   1,485,493  -  
 Cash generated from operations   112,503,893  73,316,462  
 Interest received   759,322  1,498,365  
 Finance costs paid   (12,072,996 ) (12,829,710 )  
 Income tax paid   (10,801,259 ) (13,369,190 )  
Net cash from operating activities   90,388,961  48,615,927  
Cash flows from investing activities       
Acquisition of property, plant and equipment  6  (21,177,659 ) (26,571,380 ) 
Proceeds from disposal of property, plant and equipment   64,064  28,444  
Acquisition of intangible assets  7  (763,517 ) (1,086,397 ) 
Acquisition of deposits                              (13,621,670 ) (5,010,531 ) 
Net cash used in investing activities   (35,498,782 ) (32,639,864 ) 

Cash flows from financing activities       
Repayment of borrowings   (15,347,041 ) (14,724,543 ) 
Dividends paid   (17,106,411 ) (16,035,784 ) 
Consumer deposits, net   199,224  427,951  
Net cash used in financing activities   (32,254,228 ) (30,332,376 ) 

Net increase/(decrease) in cash and cash equivalents   22,635,951  (14,356,313 ) 
Cash and cash equivalents at beginning of year         12  16,462,944  30,819,257  

Cash and cash equivalents at end of year  12 $ 39,098,895  16,462,944  
 
 
  
 

The notes on pages 53 to 111 are an integral part of these financial statements.
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1. Incorporation and Principal Activity 
 

 St. Lucia Electricity Services Limited (the “Company”) was incorporated under the laws of Saint 
Lucia on November 9, 1964 and re-registered as a public company on August 11, 1994.  The 
Company was continued under the Companies Act 1996 of Saint Lucia on October 22, 1997 and is 
listed on the Eastern Caribbean Securities Exchange.  The Company operates under the Electricity 
Supply Act, 1994 (as amended) (ESA).  The principal activities of the Company and its subsidiaries 
(the “Group”) includes the generation, transmission, distribution and sale of electricity, the operation 
of a self-insurance fund and a trust.  

 

The Group’s registered office and principal place of business is situated at Sans Soucis, John 
Compton Highway, Castries, Saint Lucia. 

 

2. Basis of Preparation 
 
(a) Statement of compliance 

 The consolidated financial statements have been prepared in accordance with International Financial 
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”). 

 
The consolidated financial statements were approved for issue by the Board of Directors on      
March 11, 2016. 

(b) Basis of measurement 

 The consolidated financial statements have been prepared using the historical cost basis except for 
land, available-for-sale financial assets and derivative financial instruments which are measured at 
fair value.  The methods used to measure fair values are discussed further in Note 4. 

 
 

(c) Basis of consolidation 

The consolidated financial statements incorporate the financial statements of the Company and 
entities controlled by the Company as disclosed in Note 35.  Control is achieved when the Company: 
 Has power over the investee; 
 Is exposed, or has rights, to variable returns from its involvement with the investee; and 
 Has the ability to use its power to affect its return. 
 
The Group reassesses whether or not it controls an investee if facts and circumstances indicate that 
there are changes to one or more of the three elements of control listed above. 
 
Consolidation of a subsidiary begins when the Company obtains control over the subsidiary and 
ceases when the Company loses control of the subsidiary.  Assets, liabilities, income and expenses of 
a subsidiary acquired or disposed of during the year are included in the statement of financial 
position and statement of comprehensive income from the date the Company gains control until the 
date the Company ceases to control the subsidiary. 
 
Where necessary, adjustments are made to the financial statements of subsidiaries to bring their 
accounting policies in line with the Company’s accounting policies. 
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2. Basis of Preparation 
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Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”). 

 
The consolidated financial statements were approved for issue by the Board of Directors on      
March 11, 2016. 
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land, available-for-sale financial assets and derivative financial instruments which are measured at 
fair value.  The methods used to measure fair values are discussed further in Note 4. 
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2. Basis of Preparation (Cont’d) 
 
(d) Functional and presentation currency 

These consolidated financial statements are presented in Eastern Caribbean dollars, which is the 
Group’s functional currency.  All financial information is rounded to the nearest dollar. 
 

(e) Use of estimates and judgments 

 The preparation of financial statements in conformity with IFRS requires management to make 
judgments, estimates and assumptions that affect the application of accounting policies and the 
reported amounts of assets, liabilities, income and expenses.  Actual results may differ from those 
estimates.   

 

 Estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to 
accounting estimates are recognised in the period in which the estimates are revised and in any 
future periods affected. 

 
 In particular, information about significant areas of estimation uncertainty and critical judgments 

in applying accounting policies that have the most significant effect on the amounts recognised in 
the financial statements is included in the following notes:  

 
 Note 3(b)(iii): Estimated useful lives of property, plant and equipment 
 Note 3(c)(iii):  Estimated useful lives of intangible assets 
 Note 3(d):  Measurement of defined benefit obligations 
 Note 3(j):  Estimation of unbilled sales and fuel surcharge 
 Note 4:  Determination of fair values 
 Note 30:  Valuation of financial instruments 

 
3. Significant Accounting Policies 
  

The accounting policies set out below have been applied consistently to all years presented in 
these consolidated financial statements. 
 

(a) Foreign currency 

Transactions in foreign currencies are translated to the Group’s functional currency at the foreign 
exchange rates at the date of the transaction.  Monetary assets and liabilities denominated in 
foreign currencies at the reporting date are translated to the functional currency at the foreign 
exchange rate at that date.  The foreign currency gain or loss on monetary items is the difference 
between amortised cost in the functional currency at the beginning of the period, adjusted for 
effective interest and payments during the period, and the amortised cost in foreign currency 
translated at the exchange rate at the end of the period.  Non-monetary items that are measured in 
terms of historical cost in a foreign currency are translated using the exchange rates at the dates of 
the initial transactions.  Non-monetary items measured at fair value in a foreign currency are 
translated using the exchange rates at the date when the fair value is determined.   
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3. Significant Accounting Policies (Cont’d) 
 

(b) Property, plant and equipment 

(i) Recognition and measurement 

Items of property, plant and equipment are measured at cost less accumulated depreciation and 
impairment losses, except for land which is measured at fair value. 

 
Cost includes expenditure that is directly attributable to the acquisition of the asset.  The cost of 
self-constructed assets includes the cost of materials and direct labour, any other costs directly 
attributable to bringing the asset to a working condition for its intended use, and the costs of 
dismantling and removing the items and restoring the site on which they are located.  Purchased 
software that is integral to the functionality of the related equipment is capitalised as part of that 
equipment. 
 
When parts of an item of property, plant and equipment have different useful lives, they are 
accounted for as separate items (major components) of property, plant and equipment. 
 
The gain or loss on the disposal of an item of property, plant and equipment is determined by 
comparing the proceeds from disposal with the carrying amount of the item and is recognised 
within “other gains, net” in profit or loss. 
 

(ii) Subsequent expenditure 

The cost of replacing part of an item of property, plant and equipment is recognised in the 
carrying amount of the item if it is probable that the future economic benefits embodied within 
the part will flow to the Group and its cost can be measured reliably.  The carrying amount of the 
replaced part is derecognised.  The costs of the day-to-day servicing of property, plant and 
equipment are recognised in profit or loss as incurred.  
 

(iii) Depreciation 

Depreciation is recognised in the consolidated statement of comprehensive income on a straight-
line basis over the estimated useful lives of each item of property, plant and equipment.  Leased 
assets are depreciated over the shorter of the lease term and their useful lives unless it is 
reasonably certain that the Group will obtain ownership by the end of the lease term.  Land is not 
depreciated.  No depreciation is provided on work-in-progress until the assets involved have been 
completed and are available for use.   

Depreciation methods, useful lives and residual values are reviewed at each reporting date and 
adjusted if appropriate. 
 
The annual rates of depreciation are as follows:  
     2015    2014 
 Buildings   21/2 % - 121/2% per annum 21/2 % -121/2% per annum 
 Plant and machinery 4% - 10% per annum  4% - 10% per annum 
 Generator overhauls 331/3% per annum  331/3% per annum 
 Motor vehicles  20% - 331/3% per annum 20% - 331/3% per annum 
 Furniture and fittings 10% per annum  10% per annum 
 Computer hardware 20% per annum  20% per annum 
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equipment are recognised in profit or loss as incurred.  
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Depreciation is recognised in the consolidated statement of comprehensive income on a straight-
line basis over the estimated useful lives of each item of property, plant and equipment.  Leased 
assets are depreciated over the shorter of the lease term and their useful lives unless it is 
reasonably certain that the Group will obtain ownership by the end of the lease term.  Land is not 
depreciated.  No depreciation is provided on work-in-progress until the assets involved have been 
completed and are available for use.   

Depreciation methods, useful lives and residual values are reviewed at each reporting date and 
adjusted if appropriate. 
 
The annual rates of depreciation are as follows:  
     2015    2014 
 Buildings   21/2 % - 121/2% per annum 21/2 % -121/2% per annum 
 Plant and machinery 4% - 10% per annum  4% - 10% per annum 
 Generator overhauls 331/3% per annum  331/3% per annum 
 Motor vehicles  20% - 331/3% per annum 20% - 331/3% per annum 
 Furniture and fittings 10% per annum  10% per annum 
 Computer hardware 20% per annum  20% per annum 
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3. Significant Accounting Policies (Cont’d) 
 

(c) Intangible assets  
(i) Recognition and measurement 

Intangible assets that are acquired by the Group and have finite useful lives are measured at cost 
less accumulated amortisation and impairment losses.  

(ii) Subsequent expenditure  

Subsequent expenditure is capitalised only when it increases the future economic benefits 
embodied in the specific asset to which it relates. All other expenditure is recognised in profit or 
loss as incurred. 
 

(iii) Amortisation  

Amortisation is calculated using the cost of the asset less its residual value.  Amortisation is 
recognised in profit or loss on a straight-line basis over the estimated useful lives of the intangible 
assets, other than way leave rights, from the date that they are available for use, since this most 
closely reflects the expected pattern of consumption of the future economic benefits embodied in 
the assets. The estimated useful lives of the assets that are amortised, that is, computer software 
range from five (5) to eight (8) years.  
  
Amortisation methods, useful lives and residual values are reviewed at each reporting date and 
adjusted if appropriate.  
 

(d) Employee benefits 
(i)  Defined benefit plans 

 A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. 
The Group’s net obligation in respect of defined benefit plans is calculated separately for each 
plan by estimating the amount of future benefits that employees have earned in return for their 
service in the current and prior periods; that benefit is discounted to determine its present value. 
The obligation is reduced by the fair value of the respective plan’s assets. The discount rate is the 
yield at the reporting date on government securities that have maturity dates approximating the 
terms of the Group’s obligations and that are denominated in the same currency in which the 
benefits are expected to be paid. The calculation is performed annually by an independent and 
qualified actuary using the Projected Unit Credit method. When the calculation results in a 
benefit to the Group, the recognised asset is limited to the present value of any future refunds 
from the plan or reductions in future contributions to the plan. 

 When the benefits of a plan are improved, the portion of the increased benefit relating to past 
service by employees is recognised in profit or loss on a straight-line basis over the average 
period until the benefits become vested. To the extent that the benefits vest immediately, the 
expense is recognised immediately in profit or loss. 

 The Group recognises actuarial gains and losses arising from experience adjustments and changes 
in actuarial assumptions in other comprehensive income in the period in which they occur.  
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3. Significant Accounting Policies (Cont’d) 
 

(d) Employee benefits (Cont’d) 
(ii) Pension benefits assumptions 

 The present value of the pension obligations depends on a number of factors that are determined 
by independent qualified actuaries using a number of assumptions.  The assumptions used in 
determining the net cost (income) for pension include the expected long-term rate of return on the 
relevant plans assets and the discount rate.  Any changes in these assumptions will impact the 
carrying amount of pension obligations. 

 The Group determines the appropriate discount rate at the end of each year.  This is the interest 
rate that should be used to determine the present value of the estimated future cash outflows 
expected to be required to settle the pension obligations and also to determine the expected return 
on plan assets.  In determining the appropriate discount rate, the Group considers the interest rates 
of the Government bonds that are denominated in the currency in which the benefits will be paid, 
and that have terms to maturity approximating the terms of the related pension liability. 

 Other key assumptions for pension obligations are based in part on current market conditions.  
Additional information is disclosed in Note 8. 

(iii) Defined contribution plans 
 For its defined contribution plan, the Group pays contributions to a privately administered 

pension insurance plan on a mandatory basis. The Group has no further payment obligations once 
the contributions have been paid. The contributions are recognised as employee benefit expense 
when they are due. Prepaid contributions are recognised as an asset to the extent that a cash 
refund or a reduction in the future payments is available. 

 
(iv) Termination benefits 
 Termination benefits are recognised as an expense when the entity is demonstrably committed, 

without realistic possibility of withdrawal, to a formal detailed plan to either terminate 
employment before the normal retirement date, or to provide termination benefits as a result of an 
offer made to encourage voluntary redundancy. Termination benefits for voluntary redundancies 
are recognised as an expense if the entity has made an offer encouraging voluntary redundancy, it 
is probable that the offer will be accepted, and the number of acceptances can be estimated 
reliably. 

If benefits are payable more than twelve months after the reporting period, then they are 
discounted to that present value. 
 

(e) Financial instruments 

(i)  Non-derivative financial instruments 

 Non-derivative financial instruments comprise available-for-sale financial assets, loans and 
receivables, borrowings, trade and other payables and consumer deposits. 

  
 Non-derivative financial instruments are recognised initially at fair value plus, for instruments not 

at fair value through profit or loss, any directly attributable transaction costs.  Subsequent to 
initial recognition, non-derivative financial instruments are measured as described below. 
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3. Significant Accounting Policies (Cont’d) 
 

(e) Financial instruments (Cont’d) 

(i)  Non-derivative financial instruments (Cont’d) 

Available-for-sale financial assets 

The Group’s investment in equity securities are classified as available-for-sale financial assets.  
Subsequent to initial recognition, they are measured at fair value and changes therein, other than 
impairment losses (see Note 3(f)), and foreign exchange gains and losses on available-for-sale 
equity instruments (see Note 3(a)), are recognised in other comprehensive income and presented 
within equity in the fair value reserve.  When an investment is derecognised, the cumulative gain 
or loss in other comprehensive income is transferred to profit or loss.   

 
Loans and receivables 

Loans and receivables are non-derivative financial assets with fixed or determinable payments 
that are not quoted in an active market.  Loans and receivables include deposits held in banks, 
trade and other receivables and cash and cash equivalents. 
 

(i) Deposits held in banks 

Deposits held in banks comprise deposits with maturities greater than three months but 
less than one year. Subsequent to initial recognition, deposits are measured at amortised 
cost using the effective interest method less any impairment. 
 

(ii) Trade and other receivables 

Trade and other receivables are carried initially at fair value and subsequently measured 
at amortised cost less a provision for impairment.  A provision for impairment of trade 
and other receivables is established when there is objective evidence that the Group will 
not be able to collect all amounts due according to the original terms of the receivable.  
The amount of the provision is recognised in profit or loss. 

   
Trade and other receivables, being short-term, are not discounted. 
 

(iii) Cash and cash equivalents 

Cash and cash equivalents comprise cash balances and demand deposits with maturities 
three months or less.  Bank overdrafts that are repayable on demand and form an integral 
part of the Group’s cash management are included as a component of cash and cash 
equivalents for the purpose of the statement of cash flows. 

 
Accounting for finance income and expense is discussed in Note 3 (k). 

 

 Borrowings  

 Borrowings are recognised initially at fair value, being their issue proceeds, net of transaction 
costs incurred.  Borrowings are subsequently stated at amortised cost; any difference between the 
proceeds (net of transaction costs) and the redemption value is recognised in profit or loss over 
the period of the borrowings using the effective interest rate method. Borrowings are classified as 
current liabilities unless the Group has an unconditional right to defer settlement of the liability 
for at least twelve (12) months after the reporting date. 
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(e) Financial instruments (Cont’d) 

(i)  Non-derivative financial instruments (Cont’d) 

Available-for-sale financial assets 

The Group’s investment in equity securities are classified as available-for-sale financial assets.  
Subsequent to initial recognition, they are measured at fair value and changes therein, other than 
impairment losses (see Note 3(f)), and foreign exchange gains and losses on available-for-sale 
equity instruments (see Note 3(a)), are recognised in other comprehensive income and presented 
within equity in the fair value reserve.  When an investment is derecognised, the cumulative gain 
or loss in other comprehensive income is transferred to profit or loss.   

 
Loans and receivables 

Loans and receivables are non-derivative financial assets with fixed or determinable payments 
that are not quoted in an active market.  Loans and receivables include deposits held in banks, 
trade and other receivables and cash and cash equivalents. 
 

(i) Deposits held in banks 

Deposits held in banks comprise deposits with maturities greater than three months but 
less than one year. Subsequent to initial recognition, deposits are measured at amortised 
cost using the effective interest method less any impairment. 
 

(ii) Trade and other receivables 

Trade and other receivables are carried initially at fair value and subsequently measured 
at amortised cost less a provision for impairment.  A provision for impairment of trade 
and other receivables is established when there is objective evidence that the Group will 
not be able to collect all amounts due according to the original terms of the receivable.  
The amount of the provision is recognised in profit or loss. 

   
Trade and other receivables, being short-term, are not discounted. 
 

(iii) Cash and cash equivalents 

Cash and cash equivalents comprise cash balances and demand deposits with maturities 
three months or less.  Bank overdrafts that are repayable on demand and form an integral 
part of the Group’s cash management are included as a component of cash and cash 
equivalents for the purpose of the statement of cash flows. 

 
Accounting for finance income and expense is discussed in Note 3 (k). 

 

 Borrowings  

 Borrowings are recognised initially at fair value, being their issue proceeds, net of transaction 
costs incurred.  Borrowings are subsequently stated at amortised cost; any difference between the 
proceeds (net of transaction costs) and the redemption value is recognised in profit or loss over 
the period of the borrowings using the effective interest rate method. Borrowings are classified as 
current liabilities unless the Group has an unconditional right to defer settlement of the liability 
for at least twelve (12) months after the reporting date. 
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3. Significant Accounting Policies (Cont’d) 
 

(e) Financial instruments (Cont’d) 

(i)  Non-derivative financial instruments (Cont’d) 

 Trade and other payables 

 Liabilities for trade and other payables which are normally settled on 30 – 90 day terms and  
conditions are carried at cost, which is the fair value of the consideration to be paid in the future 
for goods and services received whether or not billed to the Group. 

 
 Consumer deposits 
 Given the long-term nature of the customer relationships and in accordance with the provisions of 

the Electricity Supply Act, 1994 (as amended), customer deposits are shown in the consolidated 
statement of financial position as non-current liabilities (that is, not likely to be repaid within 
twelve months of the reporting date). 

           
(ii)  Share capital 
 Ordinary shares 

 Ordinary shares are classified as equity.  Incremental costs directly attributable to the issue of 
ordinary shares and share options are recognised as a deduction from equity, net of any tax 
effects. 

 
(f) Impairment  
(i)  Financial assets 
 A financial asset is assessed at each reporting date to determine whether there is any objective 

evidence that it is impaired. A financial asset is considered to be impaired if objective evidence 
indicates that one or more events have had a negative effect on the estimated future cash flows of 
that asset. 

 An impairment loss in respect of a financial asset measured at amortised cost is calculated as the 
difference between its carrying amount, and the present value of the estimated future cash flows 
discounted at the original effective interest rate. An impairment loss in respect of an available-
for-sale financial asset is calculated by reference to its fair value. 

 Individually significant financial assets are tested for impairment on an individual basis. The 
remaining financial assets are assessed collectively in groups that share similar credit risk 
characteristics. 

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the 
difference between its carrying amount and the present value of the estimated future cash flows 
discounted at the asset’s original effective interest rate. Losses are recognised in profit or loss and 
reflected in an allowance account against the asset. Interest on the impaired asset continues to be 
recognised through the unwinding of the discount rate. When a subsequent event causes the 
amount of impairment loss to decrease, the decrease in impairment loss is reversed through profit 
or loss.  
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3. Significant Accounting Policies (Cont’d) 
 
(f)  Impairment (Cont’d) 

(i)  Financial assets (Cont’d) 
Impairment losses on available-for-sale financial assets are recognised by transferring the 
cumulative loss that has been recognised in other comprehensive income, and presented in the 
fair value reserve in equity, to profit or loss. The cumulative loss that is removed from other 
comprehensive income and recognised in profit or loss is the difference between the acquisition 
cost, net of any principal repayment and amortisation, and the current fair value, less any 
impairment loss previously recognised in profit or loss. Changes in impairment provisions 
attributable to time value are reflected as a component of interest income. 

If, in a subsequent period, the fair value of an impaired available-for-sale debt security increases 
and the increase can be related objectively to an event occurring after the impairment loss was 
recognised in profit or loss, then the impairment is reversed, with the amount of the reversal 
recognised in profit or loss.  However, any subsequent recovery in the fair value of an impaired 
available-for-sale equity security is recognised in other comprehensive income. 

 (ii)  Non-financial assets 
 The carrying amounts of the Group’s non-financial assets, other than inventories, are reviewed at 

each reporting date to determine whether there is any indication of impairment. If any such 
indication exists, then the asset’s recoverable amount is estimated.  

 
 The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its 

fair value less costs to sell. In assessing value in use, the estimated future cash flows are 
discounted to their present value using a pre-tax discount rate that reflects current market 
assessments of the time value of money and the risks specific to the asset. For the purpose of 
impairment testing, assets are grouped together into the smallest group of assets that generates 
cash inflows from continuing use that are largely independent of the cash inflows of other assets 
or groups of assets (the “cash-generating unit”).  

 
 An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit 

exceeds its estimated recoverable amount. Impairment losses are recognised in profit or loss. 
Impairment losses recognised in respect of cash-generating units are allocated first to reduce the 
carrying amount of any goodwill allocated to the units and then to reduce the carrying amount of 
the other assets in the unit (group of units) on a pro rata basis. 

  
 In respect of other assets, impairment losses recognised in prior periods are assessed at each 

reporting date for any indications that the loss has decreased or no longer exists. An impairment 
loss is reversed if there has been a change in the estimates used to determine the recoverable 
amount. An impairment loss is reversed only to the extent that the asset’s carrying amount does 
not exceed the carrying amount that would have been determined, net of depreciation or 
amortisation, if no impairment loss had been recognised. 
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3. Significant Accounting Policies (Cont’d) 
 
(g) Inventories 

Inventories are measured at the lower of cost and net realisable value.  The cost of inventories is 
based on the weighted average principle, and includes expenditure incurred in acquiring the 
inventories, production or conversion costs and other costs incurred in bringing them to their 
existing location and condition.  Allowance is made for slow-moving and damaged goods. Goods 
in transit are stated at their invoice cost. 

(h) Provision for other liabilities  

Provision for other liabilities are recognised when the Group has a present obligation (legal or 
constructive) as a result of a past event, it is probable that the Group will be required to settle the 
obligation, and a reliable estimate can be made of the amount of the obligation. 

The amount recognised as a provision is the best estimate of the consideration required to settle 
the present obligation at the end of the reporting period, taking into account the risks and 
uncertainties surrounding the obligation. 

(i) Derivative financial instruments 
 The Group holds derivative instruments to manage the volatility of its fuel costs.  Further details 

of derivative financial instruments are disclosed in Note 21. 
 
 Derivatives are initially recognised at fair value at the date the derivative contracts are entered 

into and are subsequently re-measured to their fair value at the end of each reporting period.  
  

Management has developed an accounting policy to reflect the economic substance of the effects 
of engaging in the hedging programme as these costs are passed on to the customer.  In 
developing this policy, management has considered the accounting standards of other standard-
setting bodies and accepted industry practice. 
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  3. Significant Accounting Policies (Cont’d) 

(j) Revenue recognition 

Sale of energy 

Revenue from energy sales is based on meter readings, which are carried out on a rotational basis 
throughout each month.  A provision for the current month’s billings, excluding the fuel 
surcharge, is made to record unbilled energy sales at the end of each month.  This estimate is 
based upon actual information for the preceding months and is reviewed periodically to assess 
reasonableness and adjusted where required. The provision for unbilled sales is included in 
accrued income. 

In addition to the normal tariff rates charged for energy sales, a fuel surcharge is calculated which 
is based on the difference between the cost of fuel used to generate energy sales in the current 
month and the average fuel price for the 12 months preceding January of the current year. The 
surcharge is recovered by applying the month’s surcharge rate to units billed in the following 
month. The provision for unbilled fuel surcharge revenue/rebate is included in accrued income. 

Consumer contributions 

In certain specified circumstances, consumers requiring line extensions for electricity supply are 
required to contribute the capital cost of the extensions.  These contributions are recognised in 
income in the same period in which the costs are incurred. Contributions in excess of the 
applicable capital cost of line extensions, where the excess is greater than 5% of the estimated 
cost of the job, arising mainly as a result of changes to job specifications during the 
implementation stage, are refundable to the customers upon finalisation of the total cost of the 
job.  The capital costs of consumer line extensions are included in property, plant and equipment. 
 

(k)  Finance income and expenses 

 Finance income comprises interest income on funds invested (including available-for-sale 
financial assets), gains on the disposal of available-for-sale financial assets, and changes in the 
fair value of financial assets at fair value through profit or loss that are recognised in profit or 
loss. Interest income is recognised as it accrues in profit or loss, using the effective interest 
method.  

 
 Finance expenses comprise interest expense on borrowings and consumer deposits, and 

impairment losses recognised on financial assets. All borrowing costs are recognised in profit or 
loss using the effective interest method. 

 
 Foreign currency gains and losses are reported on a net basis in “other gains, net” in profit or loss. 
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3. Significant Accounting Policies (Cont’d) 
 

(l)  Income tax 

 Income tax expense comprises current and deferred tax. Income tax expense is recognised in 
profit or loss except to the extent that it relates to items recognised directly in equity, or in other 
comprehensive income. 

 
 Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted 

or substantively enacted at the reporting date, and any adjustment to tax payable in respect of 
previous years. 

 
 Deferred tax is recognised using the balance sheet method, providing for temporary differences 

between the carrying amounts of assets and liabilities for financial reporting purposes and the 
amounts used for taxation purposes.  

 
 Deferred tax is not recognised for the following temporary differences: the initial recognition of 

assets or liabilities in a transaction that is not a business combination and that affects neither 
accounting nor taxable profit, and differences relating to investments in subsidiaries and jointly 
controlled entities to the extent that it is probable that they will not reverse in the foreseeable 
future. In addition, deferred tax is not recognised for taxable temporary differences arising on the 
initial recognition of goodwill. Deferred tax is measured at the tax rates that are expected to be 
applied to the temporary differences when they reverse, based on the laws that have been enacted 
or substantively enacted by the reporting date. Deferred tax assets and liabilities are offset if there 
is a legally enforceable right to offset current tax liabilities and assets, and they relate to income 
taxes levied by the same tax authority on the same taxable entity, or on different tax entities, but 
they intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities 
will be realised simultaneously. 

 
 A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be 

available against which the temporary difference can be utilised. Deferred tax assets are reviewed 
at each reporting date and are reduced to the extent that it is no longer probable that the related 
tax benefit will be realised.  

 
(m)  Earnings per share 

 The Group presents basic and diluted Earnings per Share (“EPS”) data for its ordinary shares. Basic 
EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the Group by 
the weighted average number of ordinary shares outstanding during the period. Diluted EPS is 
calculated by adjusting the inputs to the basic EPS computation for the effects of all dilutive 
potential ordinary shares, if any. 
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(n) New standards, amendments to standards and interpretations 

(i) New standards, amendments and interpretations effective in the 2015 financial year 

are as follows:

A number of new standards, amendments to standards and interpretations effective 

for annual periods beginning on or after January 1, 2015 have been adopted in these 

consolidated financial statements.  Note: those new standards, amendments and 

interpretations effective for annual periods beginning on or after January 1, 2015 

which do not affect the Group’s consolidated financial statements have not been 

disclosed below.

 IFRS 13, Fair Value Measurement was amended to clarify that the scope of the portfolio 

exception for measuring the fair value of a group of financial assets and financial liabilities 

on a net basis includes all contracts that are within the scope of, and accounted for in 

accordance with, IAS 39 or IFRS 9, even those that do not meet the definition of financial 

assets or financial liabilities within IAS 32.  The application of this amendment had no 

impact on the amounts recognised in the Group’s consolidated financial statements.

 IAS 16, Property, Plant and Equipment and IAS 38, Intangible Assets removed perceived 

inconsistencies in the accounting for accumulated depreciation and amortisation when an 

item of property, plant and equipment or an intangible asset is revalued.  The amended 

standards clarify that the gross carrying amount is adjusted in a manner consistent with the 

revaluation of the carrying amount of the asset and that accumulated 
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 IAS 19, Employee Benefits was amended to clarify how an entity should account for 

contributions made by employees or third parties to defined benefit plans, based on 

whether those contributions are dependent on the number of years of service provided by 

the employee.  For contributions that are independent of the number of years of service, 

the entity may either recognise the contributions as a reduction in the service cost in the 

period in which the related service is rendered, or attribute them to the employees’ periods 

of service using the projected unit credit method; whereas for contributions that are 

dependent on the number of years of service, the entity is required to attribute them to the 

employees’ periods of service. The application of this amendment had no impact on the 

disclosures or on the amounts recognised in the Group’s consolidated financial statements.
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3. Significant Accounting Policies (Cont’d) 
 
(n) New standards, amendments to standards and interpretations (Cont’d)  
 

(i) New standards, amendments and interpretations effective in the 2015 financial year are 

as follows: (Cont’d) 

 
 IAS 24, Related Party Disclosures was amended to clarify that a management entity 

providing key management personnel services to the reporting entity or to the parent 
of the reporting entity is a related party of the reporting entity.  Consequently, the 
reporting entity should disclose as related party transactions the amounts incurred for 
the services paid or payable to the management entity for the provision of key 
management personnel services. However, disclosure of the components of 
compensation to the management personnel that is paid through another entity is not 
required. The application of this amendment had no impact on the disclosures or on 
the amounts recognised in the Group’s consolidated financial statements. 
 

(ii) Standards, amendments and interpretations that are issued but not effective and have not 

been early adopted are as follows:  

 IFRS 7, Financial Instruments: Disclosures was amended to require additional 
disclosures when an entity first applies IFRS 9, Financial Instruments, which include 
the changes in the categories and carrying amounts of financial instruments before and 
after the application of the new standard.  These amendments apply when an entity 
applies IFRS 9. 

IFRS 7 was also amended to remove certain disclosure requirements for financial 
instruments, as part of a Disclosure Initiative which amended IAS 1, Presentation of 

Financial Statements.  These amendments are applicable for annual periods beginning 
on or after January 1, 2016.  It is not anticipated that application of this amendment 
will have a material impact on the disclosures in the Group’s consolidated financial 
statements. 

 IFRS 9, Financial Instruments issued in November 2009 introduced new requirements 
for the classification and measurement of financial assets.  IFRS 9 was subsequently 
amended in October 2010 to include requirements for the classification and 
measurement of financial liabilities and for de-recognition, and in November 2013 to 
include the new requirements for general hedge accounting.  Another revised version 
of IFRS 9 was issued in July 2014 to mainly include the impairment requirements for 
financial assets and limited amendments to the classification and measurement 
requirements by introducing a “fair value through other comprehensive income” 
(FVTOCI) measurement category for certain simple debt instruments. IFRS 9 is 
effective for annual periods beginning on or after January 1, 2018.  
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3. Significant Accounting Policies (Cont’d) 
 
(n) New standards, amendments to standards and interpretations (Cont’d) 

(ii) Standards, amendments and interpretations that are issued but not effective and have not 

been early adopted are as follows: (Cont’d) 

 IFRS 9, Financial Instruments: (Cont’d) 

Key requirements of IFRS 9  

 All recognised financial assets that are within the scope of IAS 39 Financial 

Instruments: Recognition and Measurement are required to be subsequently 
measured at amortised cost or fair value.  Specifically, debt instruments that 
are held within a business model whose objective is to collect the contractual 
cash flows that are solely payments of principal and interest, are generally 
measured at amortised cost at the end of subsequent accounting periods.  Debt 
instruments that are held within a business model whose objective is achieved 
both by collecting contractual cash flows and selling financial assets, and 
those contractual cash flows are solely payments of principal and interest, are 
measured at FVTOCI. All other debt instruments and equity instruments are 
measured at their fair value at the end of the subsequent accounting periods. In 
addition, entities may make an irrevocable election to present subsequent 
changes in the fair value of an equity instrument (that is not held for trading) 
in other comprehensive income, with only dividend income generally 
recognised in profit or loss. 

 With regard to the measurement of financial liabilities designated at fair value 
through profit or loss, IFRS 9 requires that the amount of the change in the 
fair value of the financial liability that is attributable to changes in the credit 
risk of that liability is presented in other comprehensive income, unless the 
recognition of the effects of the changes in the liability’s credit risk in other 
comprehensive income would create or enlarge an accounting mismatch in 
profit or loss.  Under IAS 39, the entire amount of the change in the fair value 
of the financial liability designated as fair value through profit or loss is 
presented in profit or loss. 

 In relation to the impairment of financial assets, IFRS 9 requires an expected 
credit loss model, as opposed to an incurred credit loss model under IAS 39.  
The expected credit loss model requires an entity to account for expected 
credit losses and changes in those expected credit losses at each reporting date 
to reflect changes in credit risk since initial recognition.  In other words it is 
no longer necessary for a credit event to have occurred before credit losses are 
recognised. 
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3. Significant Accounting Policies (Cont’d) 
 
(n) New standards, amendments to standards and interpretations (Cont’d) 

(ii) Standards, amendments and interpretations that are issued but not effective and have not 

been early adopted are as follows: (Cont’d) 

 IFRS 9, Financial Instruments: (Cont’d) 

Key requirements of IFRS 9 (Cont’d)  

 The new general hedge accounting requirements retain the three types of 
hedge accounting mechanisms currently available in IAS 39.  Under IFRS 9, 
greater flexibility has been introduced to the types of transactions eligible for 
hedge accounting, specifically broadening the types of instruments that 
qualify for hedging instruments and the types of risk components of non-
financial items that are eligible for hedge accounting.  In addition, the 
effectiveness test has been overhauled and replaced with the principle of an 
“economic relationship”.  Retrospective assessment of hedge effectiveness is 
also no longer required.  Enhanced disclosure requirements about an entity’s 
risk management activities have also been introduced. 

It is anticipated that the application of IFRS 9 in the future may have a material impact 
on amounts reported in respect to the Group’s financial assets and liabilities.  
However, it is not practicable to provide a reasonable estimate of the effect of IFRS 9 
until a detailed review is undertaken. 

 

 IFRS 15, Revenue from Contracts with Customers was issued in May 2014 and 
establishes a single comprehensive model for entities to use in accounting for revenue 
arising from contracts with customers.  IFRS 15 will supersede the current revenue 
recognition guidance including IAS 18 Revenue, IAS 11 Construction Contracts and 
the related interpretations when it becomes effective for annual periods beginning on 
or after January 1, 2017. The core principle of IFRS 15 is that an entity should 
recognise revenue to depict the transfer of promised goods or services to customers in 
an amount that reflects the consideration to which the entity expects to be entitled in 
exchange for those goods or services.  Under IFRS 15, an entity recognises revenue 
when or as a performance obligation is satisfied, that is, when control of the goods or 
services underlying the particular performance obligation is transferred to the 
customer.   

It is anticipated that the application of IFRS 15 in the future may have a material 
impact on amounts reported in respect to the Group’s consolidated financial 
statements.  However, it is not practicable to provide a reasonable estimate of the 
effect of IFRS 15 until a detailed review is undertaken. 
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3. Significant Accounting Policies (Cont’d) 
 
(n) New standards, amendments to standards and interpretations (Cont’d) 

(ii) Standards, amendments and interpretations that are issued but not effective and have not 

been early adopted are as follows: (Cont’d) 

 IAS 1, Presentation of Financial Statements was amended to address perceived 
impediments to preparers exercising their judgement in presenting their financial 
reports by making the following changes: 

 clarification that information should not be obscured by aggregating or by 
providing immaterial information, materiality considerations apply to all parts 
of the financial statements, and even when a standard requires a specific 
disclosure, materiality considerations do apply; 

 clarification that the list of line items to be presented in these statements can 
be disaggregated and aggregated as relevant and additional guidance on 
subtotals in these statements and clarification that an entity's share of other 
comprehensive income of equity-accounted associates and joint ventures 
should be presented in aggregate as single line items based on whether or not 
it will subsequently be reclassified to profit or loss; 

 additional examples of possible ways of ordering the notes to clarify that 
understandability and comparability should be considered when determining 
the order of the notes and to demonstrate that the notes need not be presented 
in the order so far listed in paragraph 114 of IAS 1. 

 
These amendments are applicable for annual periods beginning on or after January 1, 
2016.  It is not anticipated that the application of these amendments will have a 
material impact on the disclosures in the Group’s consolidated financial statements. 
 

 IAS 16, Property, Plant and Equipment and IAS 38 Intangible Assets have been 
amended to reflect clarifications of acceptable methods of depreciation and 
amortisation.  The amendments to IAS 16 prohibit entities from using a revenue-based 
depreciation method for items of property, plant and equipment.  The amendments to 
IAS 38 introduce a rebuttable presumption that revenue is not an appropriate basis for 
amortisation of an intangible asset.  This presumption can only be rebutted in the 
following two limited circumstances: 

 
(a) When the intangible asset is expressed as a measure of revenue; or 
(b) When it can be demonstrated that revenue and the consumption of the economic 

benefits of the intangible asset are highly correlated. 
 

The amendments apply prospectively for annual periods beginning on or after January 
1, 2016.  Currently, the Group uses the straight-line method for depreciation and 
amortisation for its property, plant and equipment and intangible assets, respectively.  
It is not anticipated that the application of these amendments to IAS 16 and IAS 38 
will have a material impact on the Group’s consolidated financial statements. 
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3. Significant Accounting Policies (Cont’d) 
 
(n) New standards, amendments to standards and interpretations (Cont’d) 

(ii) Standards, amendments and interpretations that are issued but not effective and have not 

been early adopted are as follows: (Cont’d) 

 
 IAS 19, Employee Benefits was amended to clarify that the high quality corporate 

bonds used in estimating the discount rate for post-employment benefits should be 
denominated in the same currency as the benefits to be paid, thus the depth of the 
market for high quality corporate bonds should be assessed at currency level. The 
amendment applies retrospectively for annual periods beginning on or after January 1, 
2016.  It is not anticipated that the application of this amendment will have a material 
impact on the Group’s consolidated financial statements. 

 
4. Determination of Fair Values 

 A number of the Group’s accounting policies and disclosures require the determination of fair 
value, for both financial and non-financial assets and liabilities. Fair value is the price that would 
be received to sell an asset or paid to transfer a liability in an orderly transaction between market 
participants at the measurement date, regardless of whether that price is directly observable or 
estimated using another valuation technique.  Fair values have been determined for measurement 
and/or disclosure purposes based on the following methods. When applicable, further information 
about the assumptions made in determining fair values is disclosed in the notes specific to that 
asset or liability. 

 
 Fair value measurements are categorised into Levels 1, 2 or 3 based on the degree to which the 

inputs to the fair value measurements are observable and the significance of the inputs to the fair 
value measurements in its entirety, which are described as follows: 

 
 Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or 

liabilities that the entity can access at the measurement date; 
 Level 2 inputs are inputs other than quoted prices included within Level 1, that are 

observable for the asset or liability, either directly or indirectly; and  
 Level 3 inputs are unobservable inputs for the asset or liability. 

 
The carrying values of loans and receivables and trade and other payables are assumed to 
approximate their fair values at the reporting date due to their short-term nature.   
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denominated in the same currency as the benefits to be paid, thus the depth of the 
market for high quality corporate bonds should be assessed at currency level. The 
amendment applies retrospectively for annual periods beginning on or after January 1, 
2016.  It is not anticipated that the application of this amendment will have a material 
impact on the Group’s consolidated financial statements. 

 
4. Determination of Fair Values 

 A number of the Group’s accounting policies and disclosures require the determination of fair 
value, for both financial and non-financial assets and liabilities. Fair value is the price that would 
be received to sell an asset or paid to transfer a liability in an orderly transaction between market 
participants at the measurement date, regardless of whether that price is directly observable or 
estimated using another valuation technique.  Fair values have been determined for measurement 
and/or disclosure purposes based on the following methods. When applicable, further information 
about the assumptions made in determining fair values is disclosed in the notes specific to that 
asset or liability. 

 
 Fair value measurements are categorised into Levels 1, 2 or 3 based on the degree to which the 

inputs to the fair value measurements are observable and the significance of the inputs to the fair 
value measurements in its entirety, which are described as follows: 

 
 Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or 

liabilities that the entity can access at the measurement date; 
 Level 2 inputs are inputs other than quoted prices included within Level 1, that are 

observable for the asset or liability, either directly or indirectly; and  
 Level 3 inputs are unobservable inputs for the asset or liability. 

 
The carrying values of loans and receivables and trade and other payables are assumed to 
approximate their fair values at the reporting date due to their short-term nature.   
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4. Determination of Fair Values (Cont’d) 
The following table presents the level, valuation techniques and key inputs of the Group’s assets 
and liabilities that are measured or disclosed at fair value at the reporting date: 

  

As at 
December 31, 

2015 

As at 
December 31, 

2014 

  

Level
Valuation Techniques and 

key inputs 

Financial Instruments Measured at Fair Value 
Non-Financial 
Assets     

Land (Note 6) $ 22,138,928 - 

 

2

Market comparable 
approach. Key inputs-Price 

per square foot 

Financial Assets    
 

 
Available-for-sale 
(Note 9) $ 172,278 171,532 

 
2

Quoted prices in an inactive 
market 

Financial Liabilities      

Derivative financial 
liabilities (Note 21) $ 5,588,334 39,745,776 2

Discounted cash flow. 
Future cash flows are 

estimated based on futures 
prices and discount rates 

(swap prices and LIBOR) 
rates 

Financial Instruments Disclosed at Fair Value 

Financial Liabilities     

Borrowings (Note 30) $ 137,598,986 153,531,414 2 

Present value of future 
principal and interest cash 

flows, discounted at the 
market rate of interest at the 

reporting date 
 

There were no transfers between levels 1, 2 or 3 during the year. 
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5. Financial Risk Management  
 Overview 
 The Group has exposure to the following risks from its use of financial instruments: 
 

 Credit risk 
 Liquidity risk 
 Market risk (including currency risk and interest rate risk) 
 Operational risk 

  
This note presents information about the Group’s exposure to each of the above risks, the Group’s 
objectives, policies and processes for measuring and managing risk, and the Group’s management 
of capital. Further quantitative disclosures are included throughout these consolidated financial 
statements. 

 
Risk management framework 
The Board of Directors has overall responsibility for the establishment and oversight of the 
Group’s risk management framework. The Board has established an Audit Committee, which 
oversees how management monitors compliance with the Group’s risk management policies and 
procedures, and which also reviews the adequacy of the risk management framework in relation 
to the risks faced by the Group.  The Committee is assisted in its oversight role by the Internal 
Audit Department, which undertakes both regular and ad hoc reviews of risk management 
controls and procedures, the results of which are reported to the Audit Committee. 

 
The Group’s risk management policies are established to identify and analyse the risks faced by 
the Group, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. 
Risk management policies and systems are reviewed regularly to reflect changes in market 
conditions and the Group’s activities. The Group, through its training and management standards 
and procedures, aims to develop a disciplined and constructive control environment in which all 
employees understand their roles and obligations. 
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5. Financial Risk Management (Cont’d) 
 Credit risk 
 Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial 

instrument fails to meet its contractual obligations, and arises principally from the Group’s 
receivables from customers and investment securities. 

 Trade and other receivables 

 The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each 
customer. The demographics of the Group’s customer base, including the default risk of the 
industry in which customers operate, have less of an influence on credit risk.  

 The Board of Directors has established a credit policy under which each new customer is analysed 
individually for creditworthiness before the Group’s standard payment and service terms and 
conditions are offered. 

 These payment terms are stipulated under the provisions of the Electricity Supply Act, 1994 (as 
amended) and include providing discretion to the Group to require a deposit not exceeding an 
estimated two month’s supply of electricity from any consumer as security for sums due from time 
to time, and which  is refundable with interest upon permanent termination of services . Customers 
that fail to meet the Group’s benchmark creditworthiness may have their electricity supply 
withdrawn or terminated in accordance with the provisions of the Act.   

 More than 85 percent of the Group’s customers have been transacting with the Group for over 
four years, and losses have occurred infrequently. The Group establishes an allowance for 
impairment that represents its estimate of incurred losses in respect of trade and other receivables. 
The main component of this allowance is a specific loss component that relates to individually 
significant exposures. The collective loss allowance is determined based on historical data of 
payment statistics for similar financial assets. 
 

   Investments 

 The Group limits its exposure to credit risk by only investing in liquid securities. Credit risk is 
minimised by placing investments with reputable financial institutions. 

 Cash and cash equivalents 

 Cash and cash equivalents comprise cash balances and call deposits with maturities of three 
months or less from the acquisition date that are subject to an insignificant risk of changes in their 
fair value, and are used by the Group in the management of its short-term commitments. Credit 
risk is minimised by placing cash and cash equivalents with reputable financial institutions. 
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5. Financial Risk Management (Cont’d) 
 Liquidity risk 

 Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they 
fall due. The Group’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 the Group’s reputation. 

 Typically the Group ensures that it has sufficient cash on demand to meet expected operational 
expenses including the servicing of financial obligations; this excludes the potential impact of 
extreme circumstances that cannot reasonably be predicted, such as natural disasters. In addition, 
the Group maintains the following lines of credit: 

 
 An overdraft facility of EC$10 million which is secured. Interest is payable at the rate of 

8% per annum.   

 A standby credit facility in the amount of EC$10 Million which will be utilised to restore 
transmission and distribution assets damaged by hurricane and other natural disasters, 
should it become necessary. This facility is convertible into a 12-year term instalment 
loan subject to the necessary approvals. The interest rate is 7.41% on the credit facility 
and 6.5% if converted into a demand loan.  

 Customs bond valued at $600,000. 
 
Liquidity risk of derivative financial instruments is minimised as the Group is required to post 
collateral when the mark-to-market exposures have surpassed the credit limits agreed with the 
relevant counterparties. 
 
Market risk 

 Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates 
and equity prices will affect the Group’s income or the value of its holdings of financial 
instruments. The objective of market risk management is to manage and control market risk 
exposures within acceptable parameters, while optimising the return.  

  
 Currency Risk 

 The Group is exposed to currency risk on purchases and borrowings denominated in currencies 
other than its functional currency. The Group’s exposure to currency risk is minimal since most 
of its obligations are denominated in United States Dollars and the United States dollar has been 
formally pegged to the Eastern Caribbean Dollar at EC$2.70 = US$1.00 since 1976.   

 
 Interest rate risk 

 There is no significant interest rate risk arising on the Group’s cash and cash equivalents, deposits 
and available-for-sale financial assets as at December 31, 2015.  The Group’s only interest-
bearing financial liabilities are its borrowings which have fixed rates of interest as disclosed in 
Note 15. 

 
 Equity risk 

 The Group is not exposed to equity price risk. 
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should it become necessary. This facility is convertible into a 12-year term instalment 
loan subject to the necessary approvals. The interest rate is 7.41% on the credit facility 
and 6.5% if converted into a demand loan.  

 Customs bond valued at $600,000. 
 
Liquidity risk of derivative financial instruments is minimised as the Group is required to post 
collateral when the mark-to-market exposures have surpassed the credit limits agreed with the 
relevant counterparties. 
 
Market risk 

 Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates 
and equity prices will affect the Group’s income or the value of its holdings of financial 
instruments. The objective of market risk management is to manage and control market risk 
exposures within acceptable parameters, while optimising the return.  

  
 Currency Risk 

 The Group is exposed to currency risk on purchases and borrowings denominated in currencies 
other than its functional currency. The Group’s exposure to currency risk is minimal since most 
of its obligations are denominated in United States Dollars and the United States dollar has been 
formally pegged to the Eastern Caribbean Dollar at EC$2.70 = US$1.00 since 1976.   

 
 Interest rate risk 

 There is no significant interest rate risk arising on the Group’s cash and cash equivalents, deposits 
and available-for-sale financial assets as at December 31, 2015.  The Group’s only interest-
bearing financial liabilities are its borrowings which have fixed rates of interest as disclosed in 
Note 15. 

 
 Equity risk 

 The Group is not exposed to equity price risk. 
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5. Financial Risk Management (Cont’d) 
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5. Financial Risk Management (Cont’d) 
Market risk (Cont’d) 

Commodity price risk 

Commodity price risk is the risk that the fair value or future cash flows of financial instruments 
will fluctuate because of changes in commodity prices.  Prices for these commodities are impacted 
by world economic events that dictate the levels of supply and demand.  The Group is not exposed 
to commodity price risk on its derivative financial instruments as, although these instruments are 
affected by changes in the price of fuel, the changes in the value of these instruments are 
recoverable from customers as disclosed in Note 3(i). 

 
  Operational risk 
 

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes 
associated with the Group’s processes, personnel, technology and infrastructure, and from external 
factors other than credit, market and liquidity risks such as those arising from legal and regulatory 
requirements and generally accepted standards of corporate behaviour. Operational risks arise 
from all of the Group’s operations. The Group’s objective is to manage operational risk so as to 
balance the avoidance of financial losses and damage to the Group’s 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 the Board of Directors and the senior management. This 
responsibility is supported by the development of overall Group standards for the management of 
operational risk in the following areas:  
 
 requirements for appropriate segregation of duties, including the independent authorisation 

of transactions 

 requirements for the reconciliation and monitoring of transactions 

 compliance with regulatory and other legal requirements 

 documentation of controls and procedures 

 requirements for the periodic assessment of operational risks faced, and the adequacy of 
controls and procedures to address the risks identified 

 requirements for the reporting of operational losses and proposed remedial action 

 development of contingency plans 

 training and professional development 

 ethical and business standards 

 risk mitigation, including insurance where this is effective. 
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5. Financial Risk Management (Cont’d) 
Capital management 

  The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor and 
market confidence and to sustain future development of the business. The Board of Directors 
monitors the return on capital, which the Group defines as net profit after tax divided by average 
shareholders’ equity. The Board of Directors also monitors the level of dividends to ordinary 
shareholders. 

 
  The Board seeks to maintain a balance between the higher returns that might be possible with 

higher levels of borrowings and the advantages and security afforded by a sound capital position. 
Under the terms of the mortgage debenture agreement, the Group’s total debt shall not exceed 
two times its tangible net worth which currently comprises its share capital and retained earnings.  
The Company was in compliance with this requirement at year-end. 

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

 
 

75LUCELEC 2015 ANNUAL REPORT
IN TRANSITION

ST. LUCIA ELECTRICITY SERVICES LIMITED

(Expressed in Eastern Caribbean Dollars)

Notes to Consolidated Financial Statements (Cont’d)
For the Year Ended December 31, 2015

ST. LUCIA ELECTRICITY SERVICES LIMITED 
Notes to Consolidated Financial Statements (Cont’d) 
For the Year Ended December 31, 2015 
(Expressed In Eastern Caribbean Dollars) 
 

29
 

5. Financial Risk Management (Cont’d) 
Capital management 

  The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor and 
market confidence and to sustain future development of the business. The Board of Directors 
monitors the return on capital, which the Group defines as net profit after tax divided by average 
shareholders’ equity. The Board of Directors also monitors the level of dividends to ordinary 
shareholders. 

 
  The Board seeks to maintain a balance between the higher returns that might be possible with 

higher levels of borrowings and the advantages and security afforded by a sound capital position. 
Under the terms of the mortgage debenture agreement, the Group’s total debt shall not exceed 
two times its tangible net worth which currently comprises its share capital and retained earnings.  
The Company was in compliance with this requirement at year-end. 

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

 
 

75LUCELEC 2015 ANNUAL REPORT
IN TRANSITION

ST. LUCIA ELECTRICITY SERVICES LIMITED

(Expressed in Eastern Caribbean Dollars)

Notes to Consolidated Financial Statements (Cont’d)
For the Year Ended December 31, 2015

ST. LUCIA ELECTRICITY SERVICES LIMITED 
Notes to Consolidated Financial Statements (Cont’d) 
For the Year Ended December 31, 2015 
(Expressed In Eastern Caribbean Dollars) 
 

29
 

5. Financial Risk Management (Cont’d) 
Capital management 

  The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor and 
market confidence and to sustain future development of the business. The Board of Directors 
monitors the return on capital, which the Group defines as net profit after tax divided by average 
shareholders’ equity. The Board of Directors also monitors the level of dividends to ordinary 
shareholders. 

 
  The Board seeks to maintain a balance between the higher returns that might be possible with 

higher levels of borrowings and the advantages and security afforded by a sound capital position. 
Under the terms of the mortgage debenture agreement, the Group’s total debt shall not exceed 
two times its tangible net worth which currently comprises its share capital and retained earnings.  
The Company was in compliance with this requirement at year-end. 

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

 
 

75LUCELEC 2015 ANNUAL REPORT
IN TRANSITION

ST. LUCIA ELECTRICITY SERVICES LIMITED

(Expressed in Eastern Caribbean Dollars)

Notes to Consolidated Financial Statements (Cont’d)
For the Year Ended December 31, 2015

ST. LUCIA ELECTRICITY SERVICES LIMITED 
Notes to Consolidated Financial Statements (Cont’d) 
For the Year Ended December 31, 2015 
(Expressed In Eastern Caribbean Dollars) 
 

29
 

5. Financial Risk Management (Cont’d) 
Capital management 

  The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor and 
market confidence and to sustain future development of the business. The Board of Directors 
monitors the return on capital, which the Group defines as net profit after tax divided by average 
shareholders’ equity. The Board of Directors also monitors the level of dividends to ordinary 
shareholders. 

 
  The Board seeks to maintain a balance between the higher returns that might be possible with 

higher levels of borrowings and the advantages and security afforded by a sound capital position. 
Under the terms of the mortgage debenture agreement, the Group’s total debt shall not exceed 
two times its tangible net worth which currently comprises its share capital and retained earnings.  
The Company was in compliance with this requirement at year-end. 

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

 
 



ST. LUCIA ELECTRICITY SERVICES LIMITED

(Expressed in Eastern Caribbean Dollars)

Notes to Consolidated Financial Statements (Cont’d)
For the Year Ended December 31, 2015

76
LUCELEC 2015 ANNUAL REPORT

IN TRANSITION

6. Property, Plant and Equipment 

 

   Land Buildings 

 Plant and 

Machinery  

Motor 

Vehicles  

 Furniture 

and Fittings

Work-in-

Progress 

 

Total  

Cost                

Balance at January 1, 2014  $ 4,715,423 84,257,855  681,544,931  3,685,256   15,338,135 20,863,753  810,405,353  
 001,61930,187,1   snoitiddA  1,563,538  122,416   460,945 22,627,342  26,571,380  

588,206   -  236,461,52  364,66208,435      srefsnarT (26,368,782 ) -  

Reclassifications       - -  -  -   - 352,803  352,803  

 --       slasopsiD  -  (159,281 )  (8,033) -  (167,314)  

Balance at December 31, 2014   7,031,264 84,340,418  708,273,101  3,648,391   16,393,932 17,475,116 837,162,222  

Balance at January 1, 2015   7,031,264 84,340,418  708,273,101  3,648,391   16,393,932 17,475,116  837,162,222  

Revaluation (Note 14)   15,350,707    -  -     -      -    -  15,350,707  

   snoitiddA 1,500 73,672  609,134  337,612   436,446 19,719,295  21,177,659  

   srefsnarT    (244,543) 125,891  20,539,472  152,746   233,524 (20,807,090 )    -  

Reclassifications       -    -     -     -      - (885,671 ) (885,671 ) 

Disp -   -      slaso   (5,995 ) (328,730 )     - -  (334,725 ) 

Balance at December 31, 2015  $ 22,138,928 84,539,981  729,415,712  3,810,019   17,063,902 15,501,650  872,470,192  

Accumulated Depreciation              

Balance at January 1, 2014  $                - 37,044,457  417,160,397  3,031,170   11,283,039 -  468,519,063  

Charge for the year                  - 2,052,824  27,781,168  311,925   824,125 -  30,970,042  

Eliminated on disposals                  - -  -  (159,281 )  (7,628) -  (166,909 ) 

Balance at December 31, 2014                 - 39,097,281  444,941,565  3,183,814   12,099,536 -  499,322,196  

Balance at January 1, 2015      - 39,097,281  444,941,565  3,183,814   12,099,536    -  499,322,196  

Charge for the year      - 2,051,863  28,851,132  219,122   865,063    -  31,987,180  

Eliminated on disposals      -    -  (2,448 ) (328,730 )  -    -  (331,178 ) 

Balance at December 31, 2015  $                  - 41,149,144  473,790,249  3,074,206   12,964,599    -  530,978,198  

Carrying Amounts              

Balance at January 1, 2014  $    4,715,423 47,213,398  264,384,534  654,086   4,055,096 20,863,753  341,886,290  

Balance at December 31, 2014  $    7,031,264 45,243,137  263,331,536  464,577   4,294,396 17,475,116  337,840,026  

Balance at January 1, 2015  $    7,031,264 45,243,137  263,331,536  464,577   4,294,396 17,475,116  337,840,026  

Balance at December 31, 2015  $  22,138,928 43,390,837  255,625,463  735,813   4,099,303 15,501,650  341,491,994  
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   Land Buildings 

 Plant and 

Machinery  

Motor 

Vehicles  

 Furniture 

and Fittings

Work-in-

Progress 

 

Total  

Cost                
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6. Property, Plant and Equipment (Cont’d) 
Fair value measurement of the Group’s lands 
The Group’s lands are stated at their revalued amounts, being the fair value at the date of 
revaluation of June 3, 2015.  The fair value measurements were performed by an independent and 
qualified quantity surveyor.  The fair values of the lands were determined based on the market 
comparable approach that reflects recent transactions prices for similar properties. 
 
Had the Group’s lands been measured at a historical cost basis as at December 31, 2015, their 
carrying amounts would have been $6,788,221. 
 
Assets pledged as security 
As stated in Note 15, borrowings are secured by hypothecary obligations and mortgage debentures 
creating fixed charges over all immovable properties and floating charges over all other assets, all 
ranking pari passu pursuant to a security sharing agreement and the assignment of insurance 
policies.  
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7. Intangible Assets

Information 

Systems

Wayleave 

Rights

Work-in-

Progress Total

Cost

Balance at January 1, 2014 $ 20,052,202 2,685,287 216,291 22,953,780

Additions 504,970 537,185 44,242 1,086,397

Transfers 141,855 - (141,855) -

Reclassifications to property, plant 
and equipment - (352,803) - (352,803)

Balance at December 31, 2014 $ 20,699,027 2,869,669 118,678 23,687,374

Balance at January 1, 2015 20,699,027 2,869,669 118,678 23,687,374

Additions 119,810 460,428 183,279 763,517

Transfers 68,292 - (68,292)               -

Reclassifications from property, 
plant and equipment               - 489,849 - 489,849

Balance at December 31, 2015 $ 20,887,129 3,819,946 233,665 24,940,740

Accumulated Amortisation

Balance at January 1, 2014 7,365,061 - - 7,365,061

Amortised for the year 2,180,034 - - 2,180,034

Balance at December 31, 2014 9,545,095 - - 9,545,095

Balance at January 1, 2015 9,545,095 - - 9,545,095

Amortised for the year 2,313,936 - - 2,313,936

Balance at December 31, 2015 $ 11,859,031 - - 11,859,031

Carrying Amounts

At January 1, 2014 $ 12,687,141 2,685,287 216,291 15,588,719

At December 31, 2014 $ 11,153,932 2,869,669 118,678 14,142,279

At January 1, 2015 $ 11,153,932 2,869,669 118,678 14,142,279

At December 31, 2015 $ 9,028,098 3,819,946 233,665 13,081,709

Way leave rights, which have an indefinite life period, allow the Group access to properties owned 
by third parties for the purpose of installing and maintaining the Group’s transmission and 
distribution network. 
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8.  Retirement Benefit Asset/ (Liability) 
 
 Grade I Employees  
 The Group contributes to a defined benefit pension scheme for Grade I employees who were 

employed prior to January 1, 2008. The plan is administered by Sagicor Life Inc. 
 
 Grade II Employees 

The Group contributes to a defined benefit pension scheme for Grade II employees who were 
employed prior to January 1, 2008 which, up to December 31, 2008, was administered by CLICO 
International Life Insurance Company Limited (“CLICO”).  Subsequent fundings to the plan are 
currently administered by RBC Investments Management (Caribbean) Limited (Note 33).  

 
 The most recent actuarial valuations of these two plans were completed on December 31, 2012 

using the “Projected Unit Credit” method of valuation.  
  
 Grade III Employees 
 For its senior employees who were employed prior to January 1, 2008, the Company contributes 

to the regional CDC Caribbean Pension Scheme, which is a multi-employer plan administered by 
Sagicor Life Inc. 

 The most recent actuarial valuation of the plan was completed on December 31, 2012 using the 
“Projected Unit Credit” method of valuation.   

 
 The principal actuarial assumptions used for all plans were as follows: 
 

 Grade III  Grade II  Grades I   
 2015 2014  2015 2014 2015  2014  
 % %  % % %  %  
Discount rates 7.5 7.5  7.0 7.0 7.0  7.0  
Future salary increases 4.0 4.0  5.5 5.5 5.5  5.5  
Future pension increases 3.0 3.0  0.0 0.0 0.0  0.0  
Future promotional increases 2.0 2.0  - - -  -  
Future NIS earnings increases - -  - - 2.0  2.0  

 
 
Assumptions regarding future mortality are based on standard mortality tables.   
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8.  Retirement Benefit Asset/ (Liability) 
 
 Grade I Employees  
 The Group contributes to a defined benefit pension scheme for Grade I employees who were 

employed prior to January 1, 2008. The plan is administered by Sagicor Life Inc. 
 
 Grade II Employees 

The Group contributes to a defined benefit pension scheme for Grade II employees who were 
employed prior to January 1, 2008 which, up to December 31, 2008, was administered by CLICO 
International Life Insurance Company Limited (“CLICO”).  Subsequent fundings to the plan are 
currently administered by RBC Investments Management (Caribbean) Limited (Note 33).  

 
 The most recent actuarial valuations of these two plans were completed on December 31, 2012 

using the “Projected Unit Credit” method of valuation.  
  
 Grade III Employees 
 For its senior employees who were employed prior to January 1, 2008, the Company contributes 

to the regional CDC Caribbean Pension Scheme, which is a multi-employer plan administered by 
Sagicor Life Inc. 

 The most recent actuarial valuation of the plan was completed on December 31, 2012 using the 
“Projected Unit Credit” method of valuation.   

 
 The principal actuarial assumptions used for all plans were as follows: 
 

 Grade III  Grade II  Grades I   
 2015 2014  2015 2014 2015  2014  
 % %  % % %  %  
Discount rates 7.5 7.5  7.0 7.0 7.0  7.0  
Future salary increases 4.0 4.0  5.5 5.5 5.5  5.5  
Future pension increases 3.0 3.0  0.0 0.0 0.0  0.0  
Future promotional increases 2.0 2.0  - - -  -  
Future NIS earnings increases - -  - - 2.0  2.0  

 
 
Assumptions regarding future mortality are based on standard mortality tables.   
 



LUCELEC 2015 ANNUAL REPORT
IN TRANSITION

ST. LUCIA ELECTRICITY SERVICES LIMITED

(Expressed in Eastern Caribbean Dollars)

80

ST. LUCIA ELECTRICITY SERVICES LIMITED 
Notes to Consolidated Financial Statements (Cont’d) 
For the Year Ended December 31, 2015 
(Expressed In Eastern Caribbean Dollars) 

 

34 

8.   Retirement Benefit Assets/ (Liability) (Cont’d) 
 
The amounts recognised in the Consolidated Statement of Financial Position are determined as follows: 
 

 Grade III  Grade II  Grade I  Total  
 2015 2014  2015 2014 2015 2014 2015 2014
Present value of defined benefit 
obligations $ (23,275,000) (22,312,000) (15,183,000) (14,583,000) (14,379,000) (14,107,000) (52,837,000) (51,002,000) 
Fair value of plans’ assets   24,333,000 23,690,000  9,516,000 16,774,000 15,796,000 15,303,000 49,645,000 55,767,000 

Effect of asset ceiling  - -  - - (1,417,000) - (1,417,000) - 

Defined benefit assets/(liability) $ 1,058,000 1,378,000  (5,667,000) 2,191,000 - 1,196,000 (4,609,000) 4,765,000 
 
 The amount of $1,058,000 (2014 - $4,765,000) is recognised as a defined benefit asset as it will be available to the Group to fund a contribution 

reduction in the future.   
  
 The Trustees of the pension schemes are precluded from paying out any part of this amount to the Group. The Group has set up a retirement 

benefit reserve for the same amount which is not available for distribution to shareholders. 
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8. Retirement Benefit Assets/ (Liability) (Cont’d)

The movements in the defined benefit obligations were as follows:

Grade III Grade II Grade I Total

2015 2014 2015 2014 2015 2014 2015 2014

Defined benefit obligations as at January 1, $ 22,312,000 22,662,000 14,583,000 13,887,000 14,107,000 13,395,000 51,002,000 49,944,000

Service costs 1,011,000 1,066,000 507,000 521,000 197,000 190,000 1,715,000 1,777,000

Interest costs 1,737,000 1,643,000 995,000 939,000 978,000 924,000 3,710,000 3,506,000

Members’ contributions - - 208,000 218,000 166,000 184,000 374,000 402,000

Benefits paid (338,000) (523,000)    (767,000) (963,000) (351,000) (465,000) (1,456,000) (1,951,000)

Re-measurements: experience adjustments (1,447,000) (2,536,000) (343,000) (19,000) (718,000) (121,000) (2,508,000) (2,676,000)

Defined benefit obligations as at December 31, $ 23,275,000 22,312,000 15,183,000 14,583,000 14,379,000 14,107,000 52,837,000 51,002,000

The movements in the plans’ assets were as follows:

Grade III Grade II Grade I Total

2015 2014 2015 2014 2015 2014 2015 2014

Fair value of plan’s assets at January 1, $ 23,690,000 21,757,000 16,774,000 15,705,000 15,303,000 14,930,000 55,767,000 52,392,000

Contributions paid - employer 1,145,000 1,190,000 550,000 453,000 224,000 228,000 1,919,000 1,871,000

Contributions paid -  members                     -                  - 208,000 218,000 166,000 184,000 374,000 402,000
Interest income 1,802,000 1,611,000 1,172,000 1,087,000 1,071,000 1,041,000 4,045,000 3,739,000
Return on plans’ assets, excluding interest 
income (1,849,000) (238,000) (8,359,000) 338,000 (564,000) (557,000) (10,772,000) (457,000)

Benefits paid (338,000) (523,000) (767,000) (963,000) (351,000) (465,000) (1,456,000) (1,951,000)

Expense allowance (117,000) (107,000) (62,000) (64,000) (53,000) (58,000) (232,000) (229,000)

Fair value of plans’ assets at December 31, $ 24,333,000 23,690,000 9,516,000 16,774,000 15,796,000 15,303,000 49,645,000 55,767,000
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8. Retirement Benefit Assets/ (Liability) (Cont’d)

Plans’ assets consist of the following:
Grade III Grade II Grade I Total

2015 2014 2015 2014 2015 2014 2015 2014

Overseas equities    $ 10,317,599 6,466,710 - - - - 10,317,599 6,466,710

Government issued nominal bonds 4,725,543 6,224,174 8,096,000 7,367,000 - - 12,821,543 13,591,174

Corporate bonds 5,596,590 2,984,940 - - - - 5,596,590 2,984,940

Cash/money market 1,884,294 2,496,848 1,420,000 1,602,000 - - 3,304,294 4,098,848

Other 1,808,974 5,517,328 - 1,553,000 - - 1,808,974 7,070,328

Deposit administration account - - - 6,252,000 15,796,000 15,303,000 15,796,000 21,555,000

Total  $ 24,333,000 23,690,000 9,516,000 16,774,000 15,796,000 15,303,000 49,645,000 55,767,000

Grade I

The value of the Grade I plan assets’ at December 31, 2015 were estimated using the face value of the deposit administration contract as at September 30, 
2015 provided by the Investment Manager, Sagicor Life Inc.  These assets are not quoted on an open market and therefore the value is reliant on Sagicor’s 
financial strength.

Grade II

The Grade II plan assets’ values as at December 31, 2015 were estimated using the assets’ values as at September 30, 2015 provided by the Scheme’s 
Investment Manager, RBC, the residual value of the deposit administrative contract with CLICO as at December 31, 2013 as shown in the Scheme’s audited 
accounts at that date and an estimate of the Scheme’s immediate annuity policies which was calculated using the same assumptions used to calculate the 
defined benefit obligations.  The assets held with CLICO were fully provided for as of December 31, 2015 (see Note 33). The Investment Manager 
calculates the fair value of government bonds by discounting expected future proceeds using a constructed yield curve.  All of the Scheme’s government 
bonds were issued by the governments of countries within Caricom.

The plan assets for the Grade I and II Pension Schemes are invested in a strategy agreed with the Schemes’ Trustees which is largely driven by statutory 
constraints and asset availability.  There are no asset-liability matching strategies used by the Schemes.

Grade III

The Grade III plan assets’ values as at December 31, 2015 were estimated using the assets’ values as at September 30, 2015 provided by the Scheme’s 
Investment Manager, Deutsche Bank.  The assets held by Deutsche Bank are all quoted in a formal market.  There are no asset-liability matching strategies 
employed by the Scheme.
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defined benefit obligations.  The assets held with CLICO were fully provided for as of December 31, 2015 (see Note 33). The Investment Manager 
calculates the fair value of government bonds by discounting expected future proceeds using a constructed yield curve.  All of the Scheme’s government 
bonds were issued by the governments of countries within Caricom.

The plan assets for the Grade I and II Pension Schemes are invested in a strategy agreed with the Schemes’ Trustees which is largely driven by statutory 
constraints and asset availability.  There are no asset-liability matching strategies used by the Schemes.

Grade III

The Grade III plan assets’ values as at December 31, 2015 were estimated using the assets’ values as at September 30, 2015 provided by the Scheme’s 
Investment Manager, Deutsche Bank.  The assets held by Deutsche Bank are all quoted in a formal market.  There are no asset-liability matching strategies 
employed by the Scheme.
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Plans’ assets consist of the following:
Grade III Grade II Grade I Total

2015 2014 2015 2014 2015 2014 2015 2014

Overseas equities    $ 10,317,599 6,466,710 - - - - 10,317,599 6,466,710

Government issued nominal bonds 4,725,543 6,224,174 8,096,000 7,367,000 - - 12,821,543 13,591,174

Corporate bonds 5,596,590 2,984,940 - - - - 5,596,590 2,984,940

Cash/money market 1,884,294 2,496,848 1,420,000 1,602,000 - - 3,304,294 4,098,848

Other 1,808,974 5,517,328 - 1,553,000 - - 1,808,974 7,070,328

Deposit administration account - - - 6,252,000 15,796,000 15,303,000 15,796,000 21,555,000

Total  $ 24,333,000 23,690,000 9,516,000 16,774,000 15,796,000 15,303,000 49,645,000 55,767,000

Grade I

The value of the Grade I plan assets’ at December 31, 2015 were estimated using the face value of the deposit administration contract as at September 30, 
2015 provided by the Investment Manager, Sagicor Life Inc.  These assets are not quoted on an open market and therefore the value is reliant on Sagicor’s 
financial strength.

Grade II

The Grade II plan assets’ values as at December 31, 2015 were estimated using the assets’ values as at September 30, 2015 provided by the Scheme’s 
Investment Manager, RBC, the residual value of the deposit administrative contract with CLICO as at December 31, 2013 as shown in the Scheme’s audited 
accounts at that date and an estimate of the Scheme’s immediate annuity policies which was calculated using the same assumptions used to calculate the 
defined benefit obligations.  The assets held with CLICO were fully provided for as of December 31, 2015 (see Note 33). The Investment Manager 
calculates the fair value of government bonds by discounting expected future proceeds using a constructed yield curve.  All of the Scheme’s government 
bonds were issued by the governments of countries within Caricom.

The plan assets for the Grade I and II Pension Schemes are invested in a strategy agreed with the Schemes’ Trustees which is largely driven by statutory 
constraints and asset availability.  There are no asset-liability matching strategies used by the Schemes.

Grade III

The Grade III plan assets’ values as at December 31, 2015 were estimated using the assets’ values as at September 30, 2015 provided by the Scheme’s 
Investment Manager, Deutsche Bank.  The assets held by Deutsche Bank are all quoted in a formal market.  There are no asset-liability matching strategies 
employed by the Scheme.
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8. Retirement Benefit Assets/ (Liability) (Cont’d) 
 
 The actual return on plans’ assets were as follows: 
  

 Grade III  Grade II  Grade I  Total  
 2015 2014  2015 2014 2015 2014 2015 2014

Return on plans’ assets $ (47,000) 1,373,000 868,000 1,425,000   507,000 484,000 1,328,000 3,282,000 
 
 The amounts recognised in the Consolidated Statement of Comprehensive Income were as follows: 

 Grade III  Grade II  Grade I Total 
2015 2014 2015 2014 2015 2014 2015 2014

Current service cost $ 1,011,000 1,066,000 507,000 521,000 197,000 190,000 1,715,000 1,777,000 
Administrative expenses  117,000 107,000 62,000 64,000 53,000 58,000 232,000 229,000
Net interest on defined benefit asset  (65,000) 32,000 (177,000) (148,000) (93,000) (117,000) (335,000) (233,000) 

Net pension costs $ 1,063,000 1,205,000 392,000 437,000 157,000 131,000 1,612,000 1,773,000 
 
 Re-measurements recognised in Other Comprehensive Income were as follows: 
 

 Grade III  Grade II  Grade I Total 
2015 2014 2015 2014 2015 2014 2015 2014

Experience losses/(gains) $ 402,000 (2,298,000 ) 8,016,000  (357,000 ) (154,000) 436,000 8,264,000  (2,219,000) 

Effect of asset ceiling  - -  -  -  1,417,000  - 1,417,000  - 
Total amount recognised in Other 
Comprehensive Income $ 402,000 (2,298,000 ) 8,016,000  (357,000 ) 1,263,000 436,000 9,681,000  (2,219,000) 
 
 
 
 
 

Notes to Consolidated Financial Statements (Cont’d)
For the Year Ended December 31, 2015

LUCELEC 2015 ANNUAL REPORT
IN TRANSITION

ST. LUCIA ELECTRICITY SERVICES LIMITED

(Expressed in Eastern Caribbean Dollars)

83

ST. LUCIA ELECTRICITY SERVICES LIMITED 
Notes to Consolidated Financial Statements (Cont’d) 
For the Year Ended December 31, 2015 
(Expressed In Eastern Caribbean Dollars) 

 

37 

8. Retirement Benefit Assets/ (Liability) (Cont’d) 
 
 The actual return on plans’ assets were as follows: 
  

 Grade III  Grade II  Grade I  Total  
 2015 2014  2015 2014 2015 2014 2015 2014

Return on plans’ assets $ (47,000) 1,373,000 868,000 1,425,000   507,000 484,000 1,328,000 3,282,000 
 
 The amounts recognised in the Consolidated Statement of Comprehensive Income were as follows: 

 Grade III  Grade II  Grade I Total 
2015 2014 2015 2014 2015 2014 2015 2014

Current service cost $ 1,011,000 1,066,000 507,000 521,000 197,000 190,000 1,715,000 1,777,000 
Administrative expenses  117,000 107,000 62,000 64,000 53,000 58,000 232,000 229,000
Net interest on defined benefit asset  (65,000) 32,000 (177,000) (148,000) (93,000) (117,000) (335,000) (233,000) 

Net pension costs $ 1,063,000 1,205,000 392,000 437,000 157,000 131,000 1,612,000 1,773,000 
 
 Re-measurements recognised in Other Comprehensive Income were as follows: 
 

 Grade III  Grade II  Grade I Total 
2015 2014 2015 2014 2015 2014 2015 2014

Experience losses/(gains) $ 402,000 (2,298,000 ) 8,016,000  (357,000 ) (154,000) 436,000 8,264,000  (2,219,000) 

Effect of asset ceiling  - -  -  -  1,417,000  - 1,417,000  - 
Total amount recognised in Other 
Comprehensive Income $ 402,000 (2,298,000 ) 8,016,000  (357,000 ) 1,263,000 436,000 9,681,000  (2,219,000) 
 
 
 
 
 

Notes to Consolidated Financial Statements (Cont’d)
For the Year Ended December 31, 2015

LUCELEC 2015 ANNUAL REPORT
IN TRANSITION

ST. LUCIA ELECTRICITY SERVICES LIMITED

(Expressed in Eastern Caribbean Dollars)

83

ST. LUCIA ELECTRICITY SERVICES LIMITED 
Notes to Consolidated Financial Statements (Cont’d) 
For the Year Ended December 31, 2015 
(Expressed In Eastern Caribbean Dollars) 

 

37 

8. Retirement Benefit Assets/ (Liability) (Cont’d) 
 
 The actual return on plans’ assets were as follows: 
  

 Grade III  Grade II  Grade I  Total  
 2015 2014  2015 2014 2015 2014 2015 2014

Return on plans’ assets $ (47,000) 1,373,000 868,000 1,425,000   507,000 484,000 1,328,000 3,282,000 
 
 The amounts recognised in the Consolidated Statement of Comprehensive Income were as follows: 

 Grade III  Grade II  Grade I Total 
2015 2014 2015 2014 2015 2014 2015 2014

Current service cost $ 1,011,000 1,066,000 507,000 521,000 197,000 190,000 1,715,000 1,777,000 
Administrative expenses  117,000 107,000 62,000 64,000 53,000 58,000 232,000 229,000
Net interest on defined benefit asset  (65,000) 32,000 (177,000) (148,000) (93,000) (117,000) (335,000) (233,000) 

Net pension costs $ 1,063,000 1,205,000 392,000 437,000 157,000 131,000 1,612,000 1,773,000 
 
 Re-measurements recognised in Other Comprehensive Income were as follows: 
 

 Grade III  Grade II  Grade I Total 
2015 2014 2015 2014 2015 2014 2015 2014

Experience losses/(gains) $ 402,000 (2,298,000 ) 8,016,000  (357,000 ) (154,000) 436,000 8,264,000  (2,219,000) 

Effect of asset ceiling  - -  -  -  1,417,000  - 1,417,000  - 
Total amount recognised in Other 
Comprehensive Income $ 402,000 (2,298,000 ) 8,016,000  (357,000 ) 1,263,000 436,000 9,681,000  (2,219,000) 
 
 
 
 
 

Notes to Consolidated Financial Statements (Cont’d)
For the Year Ended December 31, 2015

LUCELEC 2015 ANNUAL REPORT
IN TRANSITION

ST. LUCIA ELECTRICITY SERVICES LIMITED

(Expressed in Eastern Caribbean Dollars)

83

ST. LUCIA ELECTRICITY SERVICES LIMITED 
Notes to Consolidated Financial Statements (Cont’d) 
For the Year Ended December 31, 2015 
(Expressed In Eastern Caribbean Dollars) 

 

37 

8. Retirement Benefit Assets/ (Liability) (Cont’d) 
 
 The actual return on plans’ assets were as follows: 
  

 Grade III  Grade II  Grade I  Total  
 2015 2014  2015 2014 2015 2014 2015 2014

Return on plans’ assets $ (47,000) 1,373,000 868,000 1,425,000   507,000 484,000 1,328,000 3,282,000 
 
 The amounts recognised in the Consolidated Statement of Comprehensive Income were as follows: 

 Grade III  Grade II  Grade I Total 
2015 2014 2015 2014 2015 2014 2015 2014

Current service cost $ 1,011,000 1,066,000 507,000 521,000 197,000 190,000 1,715,000 1,777,000 
Administrative expenses  117,000 107,000 62,000 64,000 53,000 58,000 232,000 229,000
Net interest on defined benefit asset  (65,000) 32,000 (177,000) (148,000) (93,000) (117,000) (335,000) (233,000) 

Net pension costs $ 1,063,000 1,205,000 392,000 437,000 157,000 131,000 1,612,000 1,773,000 
 
 Re-measurements recognised in Other Comprehensive Income were as follows: 
 

 Grade III  Grade II  Grade I Total 
2015 2014 2015 2014 2015 2014 2015 2014

Experience losses/(gains) $ 402,000 (2,298,000 ) 8,016,000  (357,000 ) (154,000) 436,000 8,264,000  (2,219,000) 

Effect of asset ceiling  - -  -  -  1,417,000  - 1,417,000  - 
Total amount recognised in Other 
Comprehensive Income $ 402,000 (2,298,000 ) 8,016,000  (357,000 ) 1,263,000 436,000 9,681,000  (2,219,000) 
 
 
 
 
 

Notes to Consolidated Financial Statements (Cont’d)
For the Year Ended December 31, 2015



LUCELEC 2015 ANNUAL REPORT
IN TRANSITION

ST. LUCIA ELECTRICITY SERVICES LIMITED

(Expressed in Eastern Caribbean Dollars)

84

Notes to Consolidated Financial Statements (Cont’d)
For the Year Ended December 31, 2015

8. Retirement Benefit Assets/ (Liability) (Cont’d)

Reconciliation of opening and closing defined benefit assets/ (liability):

Grade III Grade II Grade I Total

2015 2014 2015 2014 2015 2014 2015 2014

Opening defined benefit assets 
/(liability) $ 1,378,000 (905,000) 2,191,000 1,818,000 1,196,000 1,535,000 4,765,000 2,448,000

Net pension costs (1,063,000) (1,205,000) (392,000) (437,000) (157,000) (131,000) (1,612,000) (1,773,000)
Re-measurements recognised in 
Other Comprehensive Income (402,000) 2,298,000 (8,016,000) 357,000 (1,263,000) (436,000) (9,681,000) 2,219,000

Employer contributions paid 1,145,000 1,190,000 550,000 453,000 224,000 228,000 1,919,000 1,871,000

Closing defined benefit assets/ 
(liability) $ 1,058,000 1,378,000 (5,667,000) 2,191,000 - 1,196,000 (4,609,000) 4,765,000
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8. Retirement Benefit Assets/ (Liability) (Cont’d) 
 
Sensitivity Analysis 
 
The calculation of the defined benefit obligations for Grades I to III is sensitive to the 
assumptions used. The following tables summarise how the defined benefit obligations as at 
December 31, 2015 would have changed as a result of a change in the assumptions used. 
 
Grade I 
  1% p.a. increase  1% p.a. decrease  

Discount rate $ (1,541,000 ) 1,987,000  
Future salary increases $ 1,273,000  (1,082,000 ) 
 
An increase of one year in the assumed life expectancies would increase the defined benefit 
obligations at December 31, 2015 by $196,000. 
 
 
Grade II 
  1% p.a. increase  1% p.a. decrease  
      
Discount rate $ (1,814,000 ) 2,231,000  
Future salary increases $ 763,000  (689,000 ) 
 
An increase of one year in the assumed life expectancies would increase the defined benefit 
obligations at December 31, 2015 by $311,000. 
 
Grade III 
  1% p.a. increase  1% p.a. decrease  

Discount rate $ (3,656,000 ) 4,744,000  
  0.5% p.a. increase  0.5% p.a. decrease  
Future salary increases $ 760,000  (669,000 ) 
 
An increase of one year in the assumed life expectancies would increase the defined benefit 
obligations at December 31, 2015 by $488,000. 
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8. Retirement Benefit Assets/ (Liability) (Cont’d) 
  

Duration 
  
The weighted average duration of the defined benefit obligation at year end for each of the plans 
was as follows: 

 

  2015  2014  
Grade 1  13.0 years  13.1 years  
Grade II  14.1 years  14.4 years  
Grade III  18.1 years  18.8 years  
      
Funding Policy 
 
Grade I 
 
The Group meets the balance of the cost of funding the defined benefit pension plan and the 
Company must pay contributions at least equal to those paid by members, which are fixed. The 
funding requirements are based on regular (at least every 3 years) actuarial valuations of the plan 
and the assumptions used to determine the funding required may differ from those set out above. 
The Group expects to pay $308,000 to the pension plan during 2016. 
 
Grade II 
 
The Group meets the balance of the cost of funding the defined benefit pension plan and the 
Group must pay contributions at least equal to those paid by members, which are fixed. The 
funding requirements are based on regular (at least every 3 years) actuarial valuations of the plan 
and the assumptions used to determine the funding required may differ from those set out above. 
The Group expects to pay $805,000 to the pension plan during 2016. 
 
Grade III 
 
The Group meets the cost of funding the defined benefit pension plan for the Group’s employees 
only and is not liable for outstanding contributions from other employers who contribute to the 
multi-employer plan. The funding requirements are based on regular (at least every 3 years) 
actuarial valuations of the plan and the assumptions used to determine the funding required may 
differ from those set out above. The Group expects to pay $1,241,000 to the pension plan during 
2016. 
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8. Retirement Benefit Assets/ (Liability) (Cont’d) 
  

Duration 
  
The weighted average duration of the defined benefit obligation at year end for each of the plans 
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9. Other Financial Assets 
 

  2015  2014  
Non-current      
Available-for-sale      
Equity investments $ 172,278  171,532  

Current      
Deposits      
Term deposits - restricted $ 15,210,318  5,098,936  
Term deposits - unrestricted  3,781,439  -  

 $ 18,991,757  5,098,936  
  
 The available-for-sale financial asset as at December 31, 2015 has a stated interest rate of 0.80% 

(2014 - 0.80%) per annum and is not available for the day-to-day operations of the Group. 
 
 The term deposits earn interest at rates ranging from 1.75% to 3.50% (2014 - 3.50%) per annum 

and matures between 2 to 11 months (2014 -1 month) after year end. Term deposits totalling 
$15,210,318 (2014 - $5,098,936) are not available for the day-to-day operations of the Group. 

  
 The Group’s exposure to credit and interest rate risks related to other financial assets are 

disclosed in Note 30. 
 
 
10. Inventories 
  

  2015  2014  
      
Fuel inventories $ 3,098,503  2,231,951  
Generation spare parts  4,455,969  3,737,367  
Transmission, distribution and other spares  6,416,976  6,715,797  
Goods-in-transit  2,610,162  -  

  16,581,610  12,685,115  
Less:  provision for inventory obsolescence  (2,200,458 ) (2,220,306 ) 

 $ 14,381,152  10,464,809  
 
 

Notes to Consolidated Financial Statements (Cont’d)
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11. Trade, Other Receivables and Prepayments 
 

    2015  2014  
      
Trade receivables due from related parties (Note 27) $ 8,928,091  12,837,688  
Other trade receivables  40,716,272  53,815,431  
Trade receivables, gross  49,644,363  66,653,119  
Less: provision for impairment of trade receivables (Note 30)  (8,428,060 ) (11,107,101 ) 
Trade receivables, net  41,216,303  55,546,018  
      
Other receivables due from related parties (Note 27)  858,018  1,214,008  
Other receivables  3,350,486  18,561,055  
Other receivables, gross  4,208,504  19,775,063  
Less: provision for impairment of other receivables  (498,593 ) (563,522 ) 
Other receivables, net  3,709,911  19,211,541  
      
Accrued income  11,440,397  14,273,211  
  56,366,611  89,030,770  
Deferred fuel costs  5,588,334  39,745,776  
Prepayments  1,253,539  879,763  

 $ 63,208,484  129,656,309  
  
 Deferred fuel costs relate to fair value adjustments of derivative financial instruments as disclosed 

in Note 3(i). 
 
 The Group’s exposure to credit risks and impairment losses related to trade and other receivables 

are disclosed in Note 30. 
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12. Cash and Cash Equivalents 
 
 Cash and cash equivalents comprise:  

  2015  2014  
      
Cash at bank and in hand $ 26,570,541  1,498,819  
Bank overdraft  (8,022 ) (5,510,661 ) 
Term deposits - restricted  12,536,376  19,466,736  
Term deposits - unrestricted  -  1,008,050  

 $ 39,098,895  16,462,944  
  

The bank overdraft incurred interest at a rate of 8% (2014 - 8%) per annum. 
 
The term deposits earn interest at rates ranging from 0.75% to 2.00% (2014 - 1.50% to 3.50%) 
per annum and mature between 1 to 3 months (2014 - 1 to 3 months) after year end. 
 
Term deposits totalling $12,536,376 (2014 - $19,466,736) are not available for the day-to-day 
operations of the Group. 
 
The Group’s exposure to credit risk related to cash and cash equivalents are disclosed in Note 30. 

  
13. Share Capital 
  

   2015  2014 
Authorised:      
Voting ordinary shares  100,000,000  100,000,000 
Ordinary non-voting shares  800,000  800,000 
Preference shares  1,214,128  1,214,128 
     

  
   2015  2014 

Issued and fully paid     
22,400,000 voting ordinary shares $ 77,562,792  77,562,792 
520,000  non-voting ordinary shares  2,600,000  2,600,000 

  $ 80,162,792  80,162,792 
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14. Revaluation Reserve 
 

   2015  

Balance at beginning of year $ -  
Gain on revaluation of land  15,350,707  

Balance at end of year $ 15,350,707  
  
 The revaluation reserve represents the gain on the revaluation of the Group’s land.  When land is 

sold, the portion of the revaluation reserve that relates to that asset is transferred directly to 
retained earnings.  Items of other comprehensive income included in the revaluation reserve will 
not be reclassified subsequently to profit or loss. 

 
15. Borrowings 
  

   2015  2014  
Current      
Bank borrowings $ 4,443,353  4,120,893  
Related parties   11,658,300  11,344,560  
  16,101,653  15,465,453  
Non-current      
Bank borrowings  26,292,560  30,735,913  
Related parties   95,420,112  106,989,603  
  121,712,672  137,725,516  
Total borrowings      
Bank borrowings  30,735,913  34,856,806  
Related parties (Note 27)   107,078,412  118,334,163  
 $ 137,814,325  153,190,969  

 

 Borrowings are secured by hypothecary obligations and mortgage debentures creating fixed 
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14. Revaluation Reserve 
 

   2015  

Balance at beginning of year $ -  
Gain on revaluation of land  15,350,707  

Balance at end of year $ 15,350,707  
  
 The revaluation reserve represents the gain on the revaluation of the Group’s land.  When land is 

sold, the portion of the revaluation reserve that relates to that asset is transferred directly to 
retained earnings.  Items of other comprehensive income included in the revaluation reserve will 
not be reclassified subsequently to profit or loss. 
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15. Borrowings (Cont’d) 

Maturity of non-current borrowings: 
 

 
 

 
2015  2014  

      
Between 1 and 2 years $ 16,741,755  16,012,844  
Between 2 and 5 years  32,311,803  40,377,022  
Over 5 years  72,659,114  81,335,650  

 $ 121,712,672  137,725,516  
 
The Group’s exposure to interest rate and liquidity risks related to borrowings is disclosed in 
Note 30. 

 
16. Consumer Deposits 
 

Consumers requesting energy connections are required to pay a deposit that is refundable when 
the service is terminated. Interest is accrued on these deposits at the rate of 3% (2014 - 3%) per 
annum.   
 
 

 
2015  2014  

Consumer deposits $ 12,280,909  12,081,685  
Interest accrual  3,830,198  4,053,473  

 $ 16,111,107  16,135,158  
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17. Deferred Tax Liabilities 
 
 Deferred tax liability is calculated in full on temporary differences under the balance sheet 

liability method using a principal tax rate of 30% (2014 - 30%).  The movement on the deferred 
tax liability account is as follows: 
 
 

 
2015  2014  

Balance at beginning of year $ 38,278,917  37,448,796  
Recognised in profit and loss (Note 23)  (1,020,206 ) 137,752  
Recognised in other comprehensive income (Note 23)  (2,879,700 ) 692,369  

Balance at end of year $ 34,379,011  38,278,917  
 

Deferred tax liabilities are attributed to the following items: 
 
  2015  2014  

Property, plant and equipment $ 36,342,211  37,404,105  
Retirement benefit assets and liabilities  (1,963,200 ) 874,812  

 $ 34,379,011  38,278,917  
18. Post-employment Medical Benefit Liabilities 
 
           The Group contributes to a post-employment medical scheme with The Beacon Insurance Co.   
 Limited for all its current employees and retirees. 
 

The principal actuarial assumptions used were as follows: 
 Grade III  Grades I and II 

 2015 2014  2015 2014 
 % %  % % 
Discount rate 7.5 7.5  7.0 7.0 
Medical expense increase 5.0 5.0  5.0 5.0 

 
Assumptions regarding future mortality are based on standard mortality tables. 
 

 

92 LUCELEC 2015 ANNUAL REPORT
IN TRANSITION

ST. LUCIA ELECTRICITY SERVICES LIMITED

(Expressed in Eastern Caribbean Dollars)

Notes to Consolidated Financial Statements (Cont’d)
For the Year Ended December 31, 2015

ST. LUCIA ELECTRICITY SERVICES LIMITED 
Notes to Consolidated Financial Statements (Cont’d) 
For the Year Ended December 31, 2015 
(Expressed In Eastern Caribbean Dollars) 

 

46 

17. Deferred Tax Liabilities 
 
 Deferred tax liability is calculated in full on temporary differences under the balance sheet 

liability method using a principal tax rate of 30% (2014 - 30%).  The movement on the deferred 
tax liability account is as follows: 
 
 

 
2015  2014  

Balance at beginning of year $ 38,278,917  37,448,796  
Recognised in profit and loss (Note 23)  (1,020,206 ) 137,752  
Recognised in other comprehensive income (Note 23)  (2,879,700 ) 692,369  

Balance at end of year $ 34,379,011  38,278,917  
 

Deferred tax liabilities are attributed to the following items: 
 
  2015  2014  

Property, plant and equipment $ 36,342,211  37,404,105  
Retirement benefit assets and liabilities  (1,963,200 ) 874,812  

 $ 34,379,011  38,278,917  
18. Post-employment Medical Benefit Liabilities 
 
           The Group contributes to a post-employment medical scheme with The Beacon Insurance Co.   
 Limited for all its current employees and retirees. 
 

The principal actuarial assumptions used were as follows: 
 Grade III  Grades I and II 

 2015 2014  2015 2014 
 % %  % % 
Discount rate 7.5 7.5  7.0 7.0 
Medical expense increase 5.0 5.0  5.0 5.0 

 
Assumptions regarding future mortality are based on standard mortality tables. 
 

 

92 LUCELEC 2015 ANNUAL REPORT
IN TRANSITION

ST. LUCIA ELECTRICITY SERVICES LIMITED

(Expressed in Eastern Caribbean Dollars)

Notes to Consolidated Financial Statements (Cont’d)
For the Year Ended December 31, 2015

ST. LUCIA ELECTRICITY SERVICES LIMITED 
Notes to Consolidated Financial Statements (Cont’d) 
For the Year Ended December 31, 2015 
(Expressed In Eastern Caribbean Dollars) 

 

46 

17. Deferred Tax Liabilities 
 
 Deferred tax liability is calculated in full on temporary differences under the balance sheet 

liability method using a principal tax rate of 30% (2014 - 30%).  The movement on the deferred 
tax liability account is as follows: 
 
 

 
2015  2014  

Balance at beginning of year $ 38,278,917  37,448,796  
Recognised in profit and loss (Note 23)  (1,020,206 ) 137,752  
Recognised in other comprehensive income (Note 23)  (2,879,700 ) 692,369  

Balance at end of year $ 34,379,011  38,278,917  
 

Deferred tax liabilities are attributed to the following items: 
 
  2015  2014  

Property, plant and equipment $ 36,342,211  37,404,105  
Retirement benefit assets and liabilities  (1,963,200 ) 874,812  

 $ 34,379,011  38,278,917  
18. Post-employment Medical Benefit Liabilities 
 
           The Group contributes to a post-employment medical scheme with The Beacon Insurance Co.   
 Limited for all its current employees and retirees. 
 

The principal actuarial assumptions used were as follows: 
 Grade III  Grades I and II 

 2015 2014  2015 2014 
 % %  % % 
Discount rate 7.5 7.5  7.0 7.0 
Medical expense increase 5.0 5.0  5.0 5.0 

 
Assumptions regarding future mortality are based on standard mortality tables. 
 

 

92 LUCELEC 2015 ANNUAL REPORT
IN TRANSITION

ST. LUCIA ELECTRICITY SERVICES LIMITED

(Expressed in Eastern Caribbean Dollars)

Notes to Consolidated Financial Statements (Cont’d)
For the Year Ended December 31, 2015

ST. LUCIA ELECTRICITY SERVICES LIMITED 
Notes to Consolidated Financial Statements (Cont’d) 
For the Year Ended December 31, 2015 
(Expressed In Eastern Caribbean Dollars) 

 

46 

17. Deferred Tax Liabilities 
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18. Post-employment Medical Benefit Liabilities (Cont’d) 
 

The amounts recognised in the Consolidated Statement of Financial Position are determined as 
follows: 

 Grade III  Grades II & I  Total 
 2015 2014 2015 2014 2015 2014
Present value of defined 
benefit obligations $ 464,000  483,959  1,471,000  1,365,000  1,935,000  1,848,959  
Fair value of plans’ assets -  -  -  -  -  -  

Defined benefit liabilities $ 464,000 483,959 1,471,000 1,365,000 1,935,000  1,848,959  
 

The movements in the post-employment medical benefit obligations were as follows: 
 

 Grade III  Grades II & I  Total 
 2015 2014 2015 2014 2015 2014
Defined benefit obligations  
as at January 1,  $ 483,959 420,970 1,365,000 1,365,000 1,848,959 1,785,970
Current service costs  31,788  26,778 48,000 40,000 79,788 66,778
Interest costs  38,412  31,165 94,000 94,000 132,412 125,165
Benefits paid  (6,159) (5,056) (38,000) (35,000) (44,159) (40,056) 
Re-measurements: experience 
adjustments  (84,000) 10,102 2,000 (99,000) (82,000) (88,898) 
Defined benefit obligations 
as at December 31, $ 464,000 483,959 1,471,000 1,365,000 1,935,000 1,848,959 

  
 The amounts recognised in the Consolidated Statement of Comprehensive Income were as 

follows: 
 

 Grade III  Grades II & I Total 
2015 2014 2015 2014 2015 2014

Current service cost $ 31,788 26,778 48,000 40,000 79,788 66,778 
Interest on defined benefit 
obligations  38,412 31,165 94,000 94,000 132,412 125,165

Net pension costs $ 70,200 57,943 142,000 134,000 212,200 191,943 
 
 Re-measurements recognised in Other Comprehensive Income were as follows: 
 

 Grade III  Grades II & I  Total 
 2015 2014 2015 2014 2015 2014

Experience (gains)/losses $ (84,000) 10,102      2,000 (99,000) (82,000) (88,898) 
Total amount recognised in 
Other Comprehensive Income $ (84,000) 10,102 2,000 (99,000) (82,000) (88,898) 
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18. Post-employment Medical Benefit Liabilities (Cont’d) 
 
 Reconciliation of opening and closing defined benefit liabilities: 
 

 Grade III  Grades II & I  Total 
 2015 2014 2015 2014 2015 2014
Opening defined benefit 
liabilities $ 483,959 420,970   1,365,000 1,365,000 1,848,959 1,785,970  
Net pension costs 70,200 57,943      142,000    134,000 212,200 191,943  
Re-measurements recognised in 
Other Comprehensive Income (84,000) 10,102      2,000 (99,000) (82,000) (88,898 ) 

Benefits paid (6,159) (5,056)       (38,000) 
 

(35,000 ) (44,159) (40,056 ) 
Closing defined benefit  
liabilities $ 464,000 483,959 1,471,000 1,365,000 1,935,000 1,848,959  

 
Sensitivity Analysis: 
 
The calculation of the defined benefit obligations for Grades I to III is sensitive to the 
assumptions used. The following tables summarise how the defined benefit obligations as at 
December 31, 2015 would have changed as a result of a change in the assumptions used. 
 
Grade I & II  
  1% p.a. increase  1% p.a. decrease  

Discount rate $ (228,000 ) 297,000  
Medical expense increases $ 301,000  (234,000 ) 
 
An increase of 1 year in the assumed life expectancies would increase the defined benefit 
obligations at December 31, 2015 by $52,000. 
 
Grade III 
  1% p.a. increase  1% p.a. decrease  

Discount rate $ (80,000 ) 105,000  
Medical expense increases $ 104,000  (81,000 ) 
 
An increase of 1 year in the assumed life expectancies would increase the defined benefit 
obligations at December 31, 2015 by $39,000. 
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18. Post-employment Medical Benefit Liabilities (Cont’d) 
 

Duration 
  
The weighted average duration of the defined benefit obligation at year end for each of the 
schemes was as follows: 

 

  2015  2014  
Grades 1 and II  19.0 years  18.0 years  
Grade III  20.0 years  20.6 years  
      
 
Funding Policy 
 
Grades I and II 
 
The Group insures the medical benefits for retirees with an external insurer and pays 50% of the 
retiree only premiums to the insurer as they fall due. The retiree meets the remaining 50%. In 
addition, if the retiree wishes to provide for his dependents, the retiree meets the full cost of this 
additional benefit. 
 
The Group expects to pay $40,000 to the plan in 2016. 
 
Grade III 
 
The Group insures the medical benefits for retirees with an external insurer and pays 50% of the 
retiree only premiums to the insurer as they fall due. The retiree meets the remaining 50%. In 
addition, if the retiree wishes to provide for his dependents, the retiree meets the full cost of this 
additional benefit. 
 
The Group expects to pay $3,200 to the plan in 2016. 
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19. Trade and Other Payables 
 
 

 
   2015  2014  

      
Trade payables  $ 11,116,635  14,939,668  
Accrued expenses  10,189,835  6,347,488  
Other payables  4,521,760  7,136,734  
 $ 25,828,230  28,423,890  

 
The Group’s exposure to liquidity risks related to trade and other payables is disclosed in Note 
30. 

 
20. Provision for Other Liabilities 
  

The movement on the provision account is as follows: 
 
  2015  2014  

Balance at beginning of year $ -  -  
Provision recognised  1,485,493  -  

Balance at end of year $ 1,485,193  -  
 
The provision represents the estimated decommissioning costs of the old power stations located at 
Union and Vieux Fort which is planned for 2016. 

 
 
21.  Fuel Price Hedging 
 

The underlying strategy and imperative related to the Group’s objective is to reduce, in some 
measure, the price volatility to its customers caused by the existing arrangements whereby fuel is 
purchased on a regular basis at market prices.  The Group has only been authorised to use Fixed 
Price Swaps in its programme during the period to cover the related contracts.  
 
The Board of Directors, as part of the hedging strategy, approved a rolling 12 month hedging 
program that commenced in January 2012 utilising Fixed Price Swaps covering up to 75% of 
estimated monthly volumes. 
  
Under the provisions of the Electricity Supply Act (as amended) 1994, fuel prices are passed 
through to customers at cost.  
 
The fair value of these fixed price swaps at year end as disclosed on the Consolidated Statement 
of Financial Position as Derivative Financial Liabilities is as follow: 
   2015  2014 
Derivative financial instruments     
Fixed Price Swaps $ 5,588,334  39,745,776 
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22. Other Gains, Net 
 

  2015  2014 

Gain on disposal of property, plant and equipment $ 60,517  28,039  
Foreign exchange gains  246,526  39,082  
 $ 307,043  67,121  

23.        Taxation 

  
2015 

  
2014 

  

Current tax $ 12,064,852  10,054,334  
Deferred tax (Note 17)  (1,020,206 ) 137,752  
 $ 11,044,646  10,192,086  

 
 Reconciliation of the applicable tax charge to the effective tax charges: 

  2015  2014 
     
Profit before taxation $ 39,953,660  37,000,493 
Tax at the statutory rate of 30% (2014 - 30%)  11,986,097  11,100,148  
Tax effect of non-deductible expenses  99,220  101,344  
Tax effect of self-insurance appropriation  (1,040,671 ) (1,009,406 ) 

Actual tax charge $ 11,044,646  10,192,086 
 

Deferred tax on each component of other comprehensive income is as follows: 

 2015 
  

2014 
 Before tax Tax After tax Before tax  Tax  After tax 
Re-measurement 
of defined benefit 
pension plans $ (9,599,000) 2,879,700 (6,719,300) 2,307,898 (692,369 ) 1,615,529  
 
 

24. Basic and Diluted Earnings per Share 
 
 Basic and diluted earnings per share of $1.26 (2014 - $1.17) is calculated by dividing the profit 

for the year of $28,909,014 (2014 - $26,808,407) by the weighted average number of shares 
outstanding during the year of 22,920,000 (2014 - 22,920,000). 
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 Reconciliation of the applicable tax charge to the effective tax charges: 

  2015  2014 
     
Profit before taxation $ 39,953,660  37,000,493 
Tax at the statutory rate of 30% (2014 - 30%)  11,986,097  11,100,148  
Tax effect of non-deductible expenses  99,220  101,344  
Tax effect of self-insurance appropriation  (1,040,671 ) (1,009,406 ) 

Actual tax charge $ 11,044,646  10,192,086 
 

Deferred tax on each component of other comprehensive income is as follows: 

 2015 
  

2014 
 Before tax Tax After tax Before tax  Tax  After tax 
Re-measurement 
of defined benefit 
pension plans $ (9,599,000) 2,879,700 (6,719,300) 2,307,898 (692,369 ) 1,615,529  
 
 

24. Basic and Diluted Earnings per Share 
 
 Basic and diluted earnings per share of $1.26 (2014 - $1.17) is calculated by dividing the profit 

for the year of $28,909,014 (2014 - $26,808,407) by the weighted average number of shares 
outstanding during the year of 22,920,000 (2014 - 22,920,000). 
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25. Tariff Reduction  
 

In accordance with the provisions of the Electricity Supply Amendment Act Nos. 12 of 2006 and 
13 of 2006, a mechanism was put into effect for the computation of the Allowable Rate of Return, 
based on a predetermined range of Return on Average Contributed Capital. 

The Allowable Rate of Return is between 2% and 7% above the cost of the most recent long-term 
bonds issued by the Government of St. Lucia on the Regional Government Securities Market, 
with a minimum return of 10%. This was equal to a range of 10% to 14.5% in respect of 2015 
(2014 - 10% to 14.5%). 

In the event that the actual Rate of Return exceeds the Allowable Rate of Return, 50% of the 
amount in excess of the maximum of the range will be distributed proportionately to hotel and 
industrial consumers as a decrease in the basic energy rate based on the total kilowatt hours 
consumed in the preceding calendar year. The Minister may also, by Order, apply the decrease in 
the basic energy rate to consumers or groups of consumers in need of special protection. 

 In the event that the actual Rate of Return falls below the minimum of 10%, provision is also 
made for the upward adjustment of the basic energy rate.  

 As the actual Rate of Return fell within the Allowable Rate of Return range for the year ended 
December 31, 2015, no appropriation will be made.  

26. Ordinary Dividends	
     
  2015  2014 

Interim 2015 - $0.39 (2014 - $0.35) per share $ 8,938,800  8,022,000 
Final     2014 - $0.36 (2013 - $0.35) per share  8,251,200  8,022,000 
 $ 17,190,000  16,044,000 

  
 The final dividend for the year 2015 had not been declared as at December 31, 2015.
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27. Related Parties  
 

(a) Identification of related party 

A party is related to the Group if: 
 
(i) Directly or indirectly the party: 

 Controls, is controlled by, or is under common control with the Group. 
 Has an interest in the Group that gives it significant influence over the Group or 
 Has joint control over the Group, 
 

(ii) The party is a member of the key management personnel of the Group, 
(iii) The party is a close member of the family of any individual referred to in (i) or (ii), 
(iv) The party is a post-employment benefit plan for the benefit of employees of the Group or 

any Group that is a related party of the Group. 
 

(b) Related party transactions and balances 

A number of transactions have been entered into with related parties in the normal course of 
business.  These transactions were conducted at market rates, or commercial terms and 
conditions. 
 

 Transactions with key management personnel 
In addition to their salaries, the Group also provides non-cash benefits to executive officers and 
contributions to a post-employment defined benefit plan on their behalf.  The key management 
personnel compensations are as follows: 
  2015  2014  
      
Short-term employee benefits $ 3,846,464  3,855,367  
Post-employment benefits  728,153  724,035  
Directors’ remuneration  363,768  340,022  

 $ 4,938,385  4,919,424  
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27. Related Parties  (Cont’d) 
Transactions with key management personnel (Cont’d) 
Transactions with the key management personnel during the year were as follows: 
  2015  2014  

Supply of services $ 119,926  104,972  
 
Balances at the reporting date arising from transactions with key management personnel were as 
follows: 
 
  2015  2014  
      
Supply of services $ 7,670  9,863  
 

A few key management personnel hold positions in other entities that result in them having 
significant influence over the financial or operating policies of those entities. 

The aggregate value of transactions and outstanding balances relating to those entities were as 
follows: 
Director/Shareholder Company Transactions Transaction Values 
   2015 2014 

Stephen McNamara 
McNamara & 
Co Legal fees $ 66,029 37,386  

  
Payments on behalf 
of third parties $ 517,514 75,948 

 
 The Group is controlled by the following entities: 

 
 2015  2014  
 %  %  
Emera St. Lucia Ltd. 20.00  20.00  
First Citizens Bank Limited 20.00  20.00  
National Insurance Corporation 16.79  16.79  
Castries City Council 16.33  16.33  
Government of Saint Lucia 12.44  12.44  

 85.56  85.56  
 
 The remaining 14.44% (2014 - 14.44%) of the shares is widely held. 
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27. Related Parties  (Cont’d) 
 Transactions with related parties  
 Transactions with shareholders 

Transactions with shareholders during the year were as follows: 
 

Supply of services 

  2015  2014  

National Insurance Corporation $ 2,965,141  3,204,231  
Castries City Council  1,680,597  1,837,302  
Government of Saint Lucia   26,829,745  28,274,607  

 $ 31,475,483  33,316,140  
 
The Government of Saint Lucia receives a 10% (2014 -10%) discount on electricity charges in 
respect of all accounts other than Street lighting, except where the minimum charges apply. 

 
 Balances at the reporting date arising from supply of electricity services to related parties during 

the year (Note 11) were as follows: 
  2015  2014  
      
National Insurance Corporation $ 249,975  265,351  
Castries City Council  101,944  859,715  
Government of Saint Lucia   8,576,172  11,712,622  
 $ 8,928,091  12,837,688  
 
Other Services 

Balances at the reporting date arising from supply of other services to related parties during the 
year (Note 11) were as follows:  
  2015  2014  

Government of Saint Lucia $ 858,018  1,214,008  
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Government of Saint Lucia   26,829,745  28,274,607  

 $ 31,475,483  33,316,140  
 
The Government of Saint Lucia receives a 10% (2014 -10%) discount on electricity charges in 
respect of all accounts other than Street lighting, except where the minimum charges apply. 

 
 Balances at the reporting date arising from supply of electricity services to related parties during 

the year (Note 11) were as follows: 
  2015  2014  
      
National Insurance Corporation $ 249,975  265,351  
Castries City Council  101,944  859,715  
Government of Saint Lucia   8,576,172  11,712,622  
 $ 8,928,091  12,837,688  
 
Other Services 

Balances at the reporting date arising from supply of other services to related parties during the 
year (Note 11) were as follows:  
  2015  2014  

Government of Saint Lucia $ 858,018  1,214,008  
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27. Related Parties  (Cont’d) 
Transactions with related parties (Cont’d) 
Loans from shareholders 

Movements in loans from shareholders for the year and their balances at December 31, 2015 were 
as follows: 
  2015  2014  
National Insurance Corporation      
At beginning of year $ 91,115,751  95,248,143  
Repayments during year  (11,161,578 ) (11,161,578 ) 
  79,954,173  84,086,565  
Interest expense  6,710,430      7,029,186  
At end of year $ 86,664,603  91,115,751  

 
First Citizens Bank Limited      
At beginning of year $ 27,218,412  34,023,015  
Repayments during year  (8,892,656 ) (9,457,016 ) 
  18,325,756  24,565,999  
Interest expense  2,088,053  2,652,413  
At end of year $ 20,413,809  27,218,412  

 $ 107,078,412  118,334,163  
 

The above loans are fully secured (Note 15). 

Finance costs 
Details of the related finance costs are as follows: 
  2015  2014 

National Insurance Corporation $ 6,710,430      7,029,186 
First Citizens Bank Limited  2,088,053  2,652,413 
 $ 8,798,483  9,681,599 
 
These charges are included in the finance costs of $11,820,118 (2014 - $12,956,548) disclosed in 
the Consolidated Statement of Comprehensive Income. 
 
Lease Charges 
In the prior year, the Company incurred lease charges totaling $33,334 for rental of land from the 
Government of Saint Lucia.  This lease was terminated April 30, 2014. 
 
Joint Operation 
 
During 2015, the Group entered into a joint arrangement with a company based in Texas, USA, to 
assess the feasibility of developing a wind farm in Saint Lucia.  The terms of the arrangement are 
subject to change upon completion of this feasibility assessment. The Group has a 50% interest in 
the assets procured or developed and bears a proportionate share of the project’s expenses. 
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28. Expenses by Nature  

  
 

2015  2014  

Fuel costs $ 172,061,379  190,235,561  
Depreciation on property, plant and equipment (Note 6)  31,987,180  30,970,042  
Amortisation of intangible assets (Note 7)  2,313,936  2,180,034  
Repairs and maintenance  10,044,518  9,672,517 
Research costs  399,217  - 
Employee benefit expenses (Note 29)  26,974,220  27,769,624 
Other operating expenses  17,556,997  18,432,428 
 $ 261,337,447  279,260,206 

Operating expenses $ 228,822,875  245,905,486 
Administrative expenses  32,514,572  33,354,720 
 $ 261,337,447  279,260,206 

 
29. Employee Benefit Expenses 

  2015  2014 

Wages and salaries $ 20,179,502  20,765,606 
Pension contributions  2,481,082  2,153,304 
Medical contributions  568,574  576,376 
Other employee benefits  3,745,062  4,274,338  
 $ 26,974,220  27,769,624 

 
The number of permanent employees at December 31, 2015 was 249 (2014 - 249). 
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30. Financial Instruments 
   
  Credit risk 
   
  Exposure to credit risk 

The carrying amount of financial assets represents the maximum exposure. The maximum 
exposure to credit risk at the reporting date was: 
 Notes  Carrying Amounts 

   2015  2014 

Other financial assets: available-for-sale 9 $ 172,278  171,532 
Trade and other receivables  11  56,366,611  89,030,770 
Other financial assets: deposits 9  18,991,757  5,098,936 
Cash and cash equivalents 12  39,098,895  16,462,944 
  $ 114,629,541  110,764,182 
 
The maximum exposure to credit risk for trade receivables at the reporting date by type of 
customer was: 
   Carrying Amounts 

   2015  2014 
Business, before deducting provision  $ 38,036,447  50,849,032 
Residential, before deducting provision   11,607,916  15,804,087 
  $ 49,644,363  66,653,119 
 
Analysis of trade receivables 

An analysis of trade receivables at the reporting date is as follows: 

  2015  2014  

Not past due  $ 20,117,026 23,963,386  
Past due but not impaired   18,654,639 29,046,938  
Past due and impaired  10,872,698 13,642,795  
 $ 49,644,363  66,653,119  

 
The aging of trade receivables at the reporting date that are past due but not impaired is as 
follows: 
  2015  2014  

Past due 31-60 days  $ 9,104,514 12,794,763  
Past due 61-90 days   3,982,531 5,422,800  
Past due >90 days  5,567,594 10,829,375  
 $ 18,654,639  29,046,938  
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30. Financial Instruments (Cont’d) 
 

 Credit risk (Cont’d) 
  
 Impairment losses 

 The aging of trade receivables at reporting date that are past due and impaired is as follows: 
  2015  2014  

Past due 0-30 days $ 264,717 73,904  
Past due 31-60 days   265,851 293,100  
Past due 61-90 days   234,586 90,362  
Past due >90 days  10,107,544 13,185,429  
 $ 10,872,698  13,642,795  

 
The movement in the allowance for impairment in respect of trade receivables during the year was 
as follows: 
  2015  2014 

Balance at January 1,  $ 11,107,101  8,445,654 
Impairment loss recognised  1,566,489  2,661,447  
Amounts written off  (4,245,530 ) -  

Balance at December 31,  $ 8,428,060  11,107,101 
 

The allowance accounts in respect of trade and other receivables are used to record impairment 
losses unless the Group is satisfied that no recovery of the amount owing is possible; at that point 
the amounts considered irrecoverable are written-off against the asset directly.   
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30. Financial Instruments (Cont’d) 
 

 Credit risk (Cont’d) 
  
 Impairment losses 

 The aging of trade receivables at reporting date that are past due and impaired is as follows: 
  2015  2014  

Past due 0-30 days $ 264,717 73,904  
Past due 31-60 days   265,851 293,100  
Past due 61-90 days   234,586 90,362  
Past due >90 days  10,107,544 13,185,429  
 $ 10,872,698  13,642,795  

 
The movement in the allowance for impairment in respect of trade receivables during the year was 
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30.  Financial Instruments (Cont’d) 
  Liquidity risk 
        
  The following are the contractual maturities of financial liabilities including estimated interest payments: 

December 31, 2015              

 
 Carrying 

amounts 
 Contractual 

cash flows 
 

Under 1 year 
 

1-2 years
 

2-5 years 
 

>5 years   
Non-derivative financial 
liabilities 

 
 

 
 

 
 

 
 

 
 

 
  

Borrowings   $ 137,814,325 196,071,954 26,007,447 25,512,269 52,326,221  92,226,017 
Trade and other payables  25,828,230 25,828,230 25,828,230 -  -  - 
 $ 163,642,555 221,900,184 51,835,677 25,512,269 52,326,221 92,226,017 
Derivative financial liabilities        
Derivative financial liabilities          $ 5,588,334 5,588,334 5,588,334 - - - 

 
December 31, 2014              

 
 Carrying 

amounts 
 Contractual 

cash flows 
 

Under 1 year 
 

1-2 years
 

2-5 years 
 

>5 years   
Non-derivative financial 
liabilities 

 
 

 
 

 
 

 
 

 
 

 
  

Borrowings   $ 153,190,969 222,870,562 26,494,550 26,007,447 63,224,223  107,144,342  
Trade and other payables  28,423,890 28,423,890 28,423,890 -  -  -  
 $ 181,614,859 251,294,452 54,918,440 26,007,447 63,224,223 107,144,342  
Derivative financial liabilities         
Derivative financial liabilities $ 39,745,776 39,745,776  39,745,776 - - -  
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30.  Financial Instruments (Cont’d) 
 

Fair values  
      
Fair values versus carrying amounts  

The fair values of financial assets and liabilities, together with the carrying amounts shown in the 
Consolidated Statement of Financial Position are as follows: 

  

Carrying
amounts as at
December 31,

2015

Fair values as at
December 31,

2015

Carrying 
amounts as at 
December 31, 

2014 

Fair values as at 
December 31, 

2014 
Other financial 
assets: available-for- 
sale  $ 172,278  172,278 

 
171,532  171,532

 

Trade and other 
receivables  56,366,611  56,366,611  89,030,770  89,030,770  

Other financial 
assets: deposits  18,991,757  18,991,757  5,098,936  5,098,936  

Cash and cash   
equivalents  39,098,895  39,098,895  16,462,944  16,462,944  

Derivative financial 
liabilities  (5,588,334 ) (5,588,334 ) (39,745,776 ) (39,745,776) 
Borrowings  (137,814,325 ) (137,598,986 ) (153,190,969 ) (153,531,414) 
Trade and other 
payables  (25,828,230 ) (25,828,230 ) (28,423,890 ) (28,423,890) 
 $ (54,601,348 ) (54,386,009 ) (110,596,453 ) (110,936,898 ) 

 
The basis of determining fair values is disclosed in Note 4.      

 
Interest rates used for determining fair values  

The interest rates used to discount estimated cash flows are based on the market interest rates at the 
reporting date.      
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31. Commitments 
 

Capital commitments 

 

The Group had capital commitments at December 31, 2015 of $444,038 (2014 - $843,511). 
 
Operating lease commitments 

 
(i) Motor vehicles and property 

  

The Group entered into lease agreements for company vehicles for management staff and 
into property agreements for office premises. 

 
The future aggregate minimum lease payments on the leases are as follows: 
  2015  2014 

Not later than 1 year $ 726,944  678,909 
Later than 1 year and not later than 5 years  2,233,758  1,385,206 
 $ 2,960,702  2,064,115 

(ii) Pole rental  
 
The Group expects to earn annual income from pole rentals of $891,000 for the 
foreseeable future. 

 
32. Self Insurance Reserve 
 
 Because of the difficulty experienced by the Group in obtaining adequate and reasonably priced 

commercial insurance coverage primarily on its Transmission and Distribution (T&D) assets, the 
Board of Directors gave approval for the establishment of a Self Insurance Fund to provide 
coverage for its T&D assets in the first instance, in the event of natural disasters or similar 
catastrophic events.  From 2008, the Group therefore ceased commercial insurance cover of its 
T&D assets and undertook on an annual basis, to provide for insurance cover and to place 
amounts into the fund which will be independently managed under the terms of a registered Trust 
Deed.   

During 2011, the Group received formal notification from the Registrar of Insurances of the 
approval in principle, subject to certain conditions, for the establishment of the fund in 
accordance with the Insurance Act of Saint Lucia.  Payments into the fund are exempted from 
income tax under authority of Statutory Instrument No. 172 of 2007.  
 
LUCELEC Cap-Ins. Inc. was incorporated on December 31, 2014. This subsidiary company has 
established a reserve which is not available for distribution to the shareholder.   
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32. Self Insurance Reserve (Cont’d)

The fund balance as at December 31, 2015 is $27,918,972 (2014 - $24,737,204), of which 
$15,210,318 (2014 - $5,098,936) is included in deposits in other financial assets (Note 9) and 
$12,536,376 (2014 - $19,466,736) (Note 12) is included in cash and cash equivalents.  These 
balances have been invested in local financial institutions in short-term liquid financial 
instruments. The balance of $172,278 (2014 - $171,532) (Note 9), which is disclosed as 
available-for-sale financial assets, represents amounts invested in mutual funds.

The Group also has access to a line of credit in the amount of $10 Million which will be used, if 
required, in the event of damage to the T&D assets as disclosed in Note 5 (Liquidity Risk) to 
these financial statements.

The movements in the Self Insurance Reserve were as follows:

2015 2014

Balance at January 1, $ 24,694,822 21,155,667
Transferred from retained earnings 3,509,680 3,539,155

Balance at December 31,
$ 28,204,502 24,694,822

33. CLICO Investment-Grade II Pension Scheme

The Group contributes to a Defined Benefit pension scheme for Grade II employees who were 
employed prior to January 1, 2008. Up to December 31, 2008, this scheme was invested in a 
deposit administration contract with CLICO International Life Insurance Limited (“CLICO”). In 
addition, the scheme had purchased individual annuity policies from CLICO to secure pensions in 
payment.

On January 30, 2009, in accordance with the terms of the deposit administration contract between 
CLICO and the scheme’s trustees, the trustees with the consent of the Company served notice on 
CLICO to terminate the contract. Under the terms of the contract, CLICO is required to repay the 
value of the deposit administration contract in monthly instalments of $250,000, and interest is 
accrued on the residual balance at a rate of 5% per annum. These monthly instalments were paid 
to the scheme’s new investment manager (RBC Investment Management (Caribbean) Limited) up 
until October 2010 when payments stopped. The estimated residual balance of the fund held with 
CLICO at December 31, 2015 was $6.555 million (2014 - $6.252 million). In addition, the 
estimated value of the immediate annuity policies that the scheme holds with CLICO was $1.500 
million as at December 31, 2015 (2014 - $1.553 million). The total value of the scheme’s 
investment in CLICO was therefore $8.055 million as at December 31, 2015 (2014 - $7.805 
million).

Contributions remitted to the scheme since 2008 have been paid to the scheme’s new investment 
manager, RBC Investment Management (Caribbean) Limited. 

In 2011, the trustees initiated legal action and obtained judgment against CLICO from the High 
Court of Justice (Saint Lucia) of the Eastern Caribbean Supreme Court in respect of the fund 
balance due to the scheme. Subsequent to the judgment, the operations of CLICO in Barbados 
and the Eastern Caribbean were placed under judicial management and this may affect CLICO’s 
ability to honour its financial obligations to the Grade II pension scheme.
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33. CLICO Investment-Grade II Pension Scheme (Cont’d) 
 
As at December 31, 2015, the computation of the present value of the pension obligations as 
required by IAS 19 are reliant on the value placed on the Scheme’s investments with CLICO. The 
Judicial Manager of CLICO has received sanction from the High Court of Barbados to pursue a 
restructuring plan for the company.  The proposed plan will result in a write-down in value of all 
policyholders’ liabilities to match the estimated value of the company’s available assets.  The 
restructured policyholder liabilities and all the assets of the company will be transferred to a new 
company which will be separately governed and managed.  Currently, the quantitative effects of 
this proposed plan is uncertain. As of December 31, 2015, an impairment loss of the entire 
balance has been taken into consideration in the computation of the Group’s asset on the 
Consolidated Statement of Financial Position for the pension plans and its annual net pension cost 
as required by IAS 19.  

 
34. Contingent Liability 

 
The Group has been named a defendant to a number of claims as at December 31, 2015. While it 
is impossible to be certain of the outcome of any particular case or of the amount of any possible 
adverse verdict, the Group believes that their defenses to all these various claims are meritorious 
on both the law and the facts. Having regard to the foregoing, the Group (i) does not consider it 
appropriate to make any provision in respect of any pending matters and (ii) does not believe that 
the ultimate outcome of these matters will significantly impair the Group’s financial condition. 
Payments if any, arising from these claims will be recorded in the period that the payment is 
made. 
 

35. Subsidiary Companies 
  

  Country of 
incorporation 

 Equity 
% 

LUCELEC Cap-Ins. Inc.  Saint Lucia  100 
LUCELEC Trust Company Inc.  Saint Lucia  100 

 
36. Subsequent Events 
 
 A 100% owned subsidiary company, Energyze Holdings Inc., was incorporated in Saint Lucia on 

January 14, 2016.   

Notes to Consolidated Financial Statements (Cont’d)
For the Year Ended December 31, 2015
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37. Comparatives 
 
 Term deposits 
 
 Term deposits with maturities greater than three months but less than one year have been 

reclassified from cash and cash equivalents to other financial assets on the Consolidated 
Statement of Financial Position.  The comparative figures for 2014 have been amended to reflect 
this reclassification of $5,098,936.  This reclassification has had no impact on total assets. 

 
 Unbilled fuel surcharge  
 
 Unbilled fuel surcharge payable has been reclassified from fuel costs to energy sales on the 

Consolidated Statement of Comprehensive Income.  The comparative figures for 2014 have been 
amended to reflect this reclassification of $1,321,985.  This reclassification has had no impact on 
total comprehensive income. 

Notes to Consolidated Financial Statements (Cont’d)
For the Year Ended December 31, 2015
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