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INDEPENDENT AUDITOR’S Report

To the shareholders of Neal & Massy Holdings Limited 

Report on the consolidated financial statements 

We have audited the accompanying consolidated financial statements of Neal & Massy Holdings Limited  

which comprise the consolidated balance sheet as of 30 September 2008 and the consolidated income 

statement, consolidated statement of changes in equity and consolidated cash flow statement for the year 

then ended and a summary of significant accounting policies and other explanatory notes.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial 

statements in accordance with International Financial Reporting Standards. This responsibility includes: 

designing, implementing and maintaining internal control relevant to the preparation and fair presentation 

of financial statements that are free from material misstatement, whether due to fraud or error; selecting 

and applying appropriate accounting policies; and making accounting estimates that are reasonable in the 

circumstances.

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 

whether the financial statements are free from material misstatement. 

	A n audit involves performing procedures to obtain audit evidence about the amounts and disclosures 

in the financial statements. The procedures selected depend on the auditor’s judgement, including the 

assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 

In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 

and fair presentation of the financial 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 financial statements.

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

our audit opinion.  

Opinion

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, 

the financial position of the group as of 30 September 2008, and its financial performance and its cash 

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

PricewaterhouseCoopers

30 December 2008

Port of Spain, Trinidad, West Indies
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As at 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars

				   30 September

		  Notes	 2008	 2007

ASSETS		  $	 $

Non-current assets

	P roperty, plant and equipment	 6		 2,880,585	 828,680

	G oodwill	 7		 178,091	 93,139

	O ther Intangibles	 8		 36,550	 -

    Investments in associated companies	 9		 440,955	 516,130

	L ong term investments	 11	 543,118	 68,411

	D eferred income tax assets	 12	 60,286	 18,691

	I nstallment credit and other loans	 13	 224,345	 188,053

	 Retirement benefit assets	 14	 235,255	 141,992

				  

				    4,599,185	 1,855,096

Current assets

	I nventories	 15	 1,311,983	 743,140

	I nstallment credit and other loans	 13	 76,079	 90,528

	T rade and other receivables	 16	 1,738,104	 657,195

	C ash and cash equivalents	 17	 568,532	 569,344

				  

				    3,694,698	 2,060,207

Total assets			   8,293,883	 3,915,303

EQUITY 	

Capital and reserves attributable to equity 

  holders of the Company

	S hare capital	 18	 517,268	 178,809

	D ividends	 19	 99,468	 79,987

	 Reserves		  	 1,946,242	 1,507,570

			   			 

				    2,562,978	 1,766,366

Minority interests in equity	 20	 460,805	 67,088

Total equity			   3,023,783	 1,833,454

CONSOLIDATED BALANCE SHEET
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				   30 September

		  Notes	 2008		  2007

Liabilities		  $	 $

Non-current liabilities

	B orrowings	 21	 1,742,708	 515,165

	D eferred income tax liabilities	 12	 142,486	 103,002

	C ustomers’ deposits	 22	 888	 1,366

	P rovisions for other liabilities and charges	 23	 144,180	 116,147	

				  

				    2,030,262	 735,680

Current liabilities

	T rade and other payables	 24	 1,476,204	 769,980

	L iabilities on insurance contracts	 25	 655,043	 -	

	C ustomers’ deposits	 22	 349,119	 304,775

	C urrent income tax liabilities			   67,750	 51,454

	B orrowings	 21	 691,722	 219,960

						    

				    3,239,838	 1,346,169

Total liabilities			   5,270,100	 2,081,849

Total equity and liabilities			   8,293,883	 3,915,303

The notes on pages 10 to 102 form an integral part of these consolidated financial statements.

On 30 December 2008, the Board of Directors of Neal & Massy Holdings Limited authorised these 

consolidated financial statements for issue.

		

	B  S Dulal-Whiteway, Director	 A Lok Jack, Director

As at 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars

CONSOLIDATED BALANCE SHEET
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For the year ended 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars

CONSOLIDATED INCOME STATEMENT

			   	30 September

		  Notes	 2008	 2007

			   $	 $

Revenue	 5		 7,703,720	 5,085,863

		

Operating profit before finance costs	 26	 703,501	 503,168	

Finance costs - net	 28	 (71,428)	 (29,476)

Share of profit of associated companies			   73,449	 70,911

Profit before income tax			   705,522	 544,603

Income tax expense	 29	 (200,993)	 (146,668)

Profit for the year			   504,529	 397,935

Attributable to:

Equity holders of the Company			   474,834	 369,112

Minority interests			   29,695	 28,823	

						    

				    504,529	 397,935

Earnings per share for profit attributable to the 

equity holders of the Company during the year

(expressed in TT$ per share)

- basic	 30	 5.10	 4.15

	

- diluted	 30	 5.07	 4.14

Dividends per share	 19	 1.40	 1.26	

Dividends paid per share	 19	 1.30	 1.10

	

The notes on pages 10 to 102 form an integral part of these consolidated financial statements.
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For the year ended 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

		  	 Share	 Proposed	O ther	 Retained

		  Note	 Capital	D ividends	 Reserves	 Earnings	 Total

			   $	 $	 $	 $	 $

Balance at 1 October 2006		  176,851	 65,767	 101,797	 1,176,426	 1,520,841

Currency translation differences		  -	 -	 (7,828)	 -	         (7,828)

Other reserve movements		  -	 -	        (9,633)	     (10,322)	      (19,955)

Profit attributable to shareholders		  -	 -	 -	 369,112	 369,112

Employee share option plan							     

-value of employee services		  1,958	 -	 -	 -	 1,958

Dividends paid		  -	       (65,767)	 -	       (31,995)	      (97,762)

Dividends proposed	 19	 -	 79,987	 -	       (79,987)	 -

Balance at 30 September 2007		  178,809	 79,987	 84,336	 1,423,234	 1,766,366

Balance at 1 October 2007		  178,809	 79,987	 84,336	 1,423,234	 1,766,366	

Currency translation differences		  -	 -	 (10,467)	 -	 (10,467)	

Other reserve movements		  -	 -	 (1,207)	 1,919	 712

Net profit not recognised in				  

	 consolidated income statement		  -	 -	 -	 45,379	 45,379	

Profit attributable to shareholders		  -	 -	 -	 474,834	 474,834

Employee share option plan							     

	 -value of employee services		  2,561	 -	 -	 -	 2,561

Issue of shares under stock 

   option plan		  11,020	 -	 -	 -	 11,020

Issue of shares for the  

   acquisition of BS&T 	 33	 493,326	 -	 -	 -	 493,326

Fair value adjustments in BS&T		  -	 -	 28,208	 39,396	 67,604

Cost of issuing new shares		          (6,210)	 -	 -	 -	         (6,210)

Treasury shares held by subsidiaries		      (162,238)	 -	 -	 -	     (162,238)

Dividends paid		  -	       (80,132)	 -	       (39,777)	    (119,909)

Additional dividend paid for 2007	19	 -	 145	 -	            (145)	 -

Dividends proposed	 19	 -	 99,468	 -	       (99,468)	 -

Balance at 30 September 2008		  517,268	 99,468	 100,870	 1,845,372	 2,562,978

The notes on pages 10 to 102 form an integral part of these consolidated financial statements.
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For the year ended 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars

CONSOLIDATED CASH FLOW

				   30 September

			   2008	 2007

			   $	 $

Cash flows from operating activities

	O perating profit before finance costs			   703,501	 503,168

	A djustments for:

	D ividends received from associated companies			   20,403	 16,220

	D epreciation			   184,826	 117,683

	N egative goodwill net of impairment			                 (14,249)	 3,027

	G ain on sale of property, plant and equipment			                 (19,643)	              (15,447)

	G ain on sale of an associate			                 (17,087)	 -

	I ncrease in provision for installment credit and other loans	 4,059	 2,094

	D ecrease/(increase) in market value of investments			   6,941	                  (1,228)

	E mployee share option plan - value of employees services	 2,561	 1,958

	E mployee retirement and other benefits			                 (18,207)	              (15,730)

	E arnings before interest, tax, depreciation and amortisation	 853,105	 611,745

	O ther movements			                   (3,797)	 4,309

	C hanges in working capital:

	I ncrease in inventories			   (230,348)	 (126,107)

	I ncrease in trade and other receivables			   (347,496)	 (49,591)

	I ncrease in installment credit and other loans			   (21,843)	 (62,206)

	I ncrease in trade and other payables			   388,140	 18,721

	I ncrease in customers’ deposits			   43,866	 107,429

Cash generated from operations			   681,627	 504,300

	F inance costs			   (71,428)	 (29,476)

	T axation paid			   (179,026)	 (104,138)

Net cash generated from operating activities			   431,173	 370,686 
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For the year ended 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars

CONSOLIDATED CASH FLOW

				   30 September

			   2008	 2007

			   $	 $

Cash flows from investing activities

	P roceeds from sale of property, plant and equipment			   61,678	 49,497

	P roceeds from sale of other investments			   11,752	 1,710

	P roceeds from sale of an associate			   22,624	 -

	P urchase of property, plant and equipment			   (239,355)	 (185,813)

	P urchase of investments			   (20,105)	 (29,818)

	A cquisition of minority interest			   (38,890)	 -	

	A cquisition of BS&T			   (1,394,570)	 (144,448)

	A cquisition of Pereira			   (23,448)	 -

Net cash used in investing activities			   (1,620,314)	 (308,872)

Cash flows from financing activities

	N et increase in medium and long term borrowings			   663,287	 147,778

	I ssue of shares			   498,135	 -	

	D ividends paid to shareholders			   (119,909)	 (97,762)

	D ividends paid to minorities			   (26,599)	 (17,987)

Net cash generated by financing activities			   1,014,914	 32,029

Net (decrease)/increase in cash, cash equivalents			   (174,227)	 93,843

Cash, cash equivalents and bank overdrafts 

	 at beginning of the year			   434,558	 340,249

Effects of exchange rate changes on cash and bank overdrafts	 (1,258)	 466

Cash, cash equivalents and bank overdrafts 

	 at the end of the year			   259,073	 434,558

Cash and Cash Equivalents

	C ash and short term funds			   568,532	 569,344

	B ank overdrafts and other short term borrowings			   (309,459)	 (134,786)	

				  

				    259,073	 434,558

The notes on pages 10 to 102 form an integral part of these consolidated financial statements.

 



10

For the year ended 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1	 General information

	T he parent company, Neal & Massy Holdings Limited (“the Company”), was incorporated in 

the Republic of Trinidad and Tobago in 1923.  The address of its registered office is 63 Park 

Street, Port of Spain, Trinidad. The Company and its subsidiaries (“the Group”) are engaged 

in trading, manufacturing, service industries and finance in Trinidad and Tobago, the wider 

Caribbean region and the United States of America.  The Company has a primary listing on 

the Trinidad and Tobago Stock Exchange. These group consolidated financial statements were 

authorised for issue by the board of directors on 30 December 2008.

		T he principal subsidiaries are as follows:		

				   Percentage

			  Country of	 of equity

			  incorporation	 capital held

	 Automotive & Industrial Equipment

	N eal & Massy Automotive Limited 	T rinidad and Tobago	 100%

	C ity Motors (1986) Limited	T rinidad and Tobago	 100%

	T racmac Engineering Limited	T rinidad and Tobago	 100%

	A utomotive Components Limited	T rinidad and Tobago	 100%

	T obago Services Limited	T rinidad and Tobago	 100%

	M aster Serv Limited	T rinidad and Tobago 	 100%

	A ssociated Industries Limited	G uyana	 100%

	 Warren Motors (Barbados) Inc	B arbados	 100%

	 Energy & INDUSTRIAL GASES	

	N eal & Massy Energy Limited	T rinidad and Tobago	 100%

	N eal & Massy Energy Services Limited	T rinidad and Tobago	 100%

	N eal & Massy Energy Resources Limited	T rinidad and Tobago	 100%

	NM  Insertech (Caribbean) Limited	T rinidad and Tobago	 100%

	N eal & Massy Supply Chain Integrators	T rinidad and Tobago	 51%

	I ndustrial Gases Limited	T rinidad and Tobago	 57.3%

	T rintogas Carbonics Limited	T rinidad and Tobago	 100%

	NM  Petrochemicals Services Limited	T rinidad and Tobago	 100%	

Gas Products Limited	 Jamaica	 100%	

Demerara Oxygen Company Limited	G uyana	 100%
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For the year ended 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1	 General information (continued)

		T he principal subsidiaries are as follows: (continued)		

				   Percentage

			  Country of	 of equity

			  incorporation	 capital held

	 Food Retailing	

	T rading and Distribution Limited – Retail Division	T rinidad and Tobago	 100%

	A rvee Food Master Limited	T rinidad and Tobago	 100%

	A thabasca Limited	T rinidad and Tobago	 100%

	S uper Centre Limited	B arbados	 100%

	P eronne Manufacturing Company Limited	B arbados	 100%

	 Knights Pharmacies Limited	B arbados	 100%

 

	 Information Technologyn & Communications / OTHER SERVICES		

Illuminat Trinidad and Tobago Limited	T rinidad and Tobago 	 100%

	I lluminat (Antigua) Limited	A ntigua	 100%

	I lluminat (Barbados) Limited	B arbados	 100%

	I lluminat (Jamaica) Limited	 Jamaica	 100%

	CCS  Guyana Limited	G uyana	 100%

	T hree Sixty Communications Limited	T rinidad and Tobago	 75%

	N ealco Datalink Limited	T rinidad and Tobago	 100%

	P ereira & Company Limited	T rinidad and Tobago	 100%

	NM  Security Solutions Limited	G uyana	 100%

	S eawell Air Services Limited	B arbados	 100%

	BCB  Communications Inc	B arbados	 51%

	D acosta Manning Inc	B arbados	 100%

	Distrib ution, Food Manufacturing & Logistics

	T rading and Distribution

	M arketing & Distribution Division	T rinidad and Tobago	 100%

	H uggins Shipping and Customs Brokerage Limited	T rinidad and Tobago	 100%

	M elville Shipping Limited	T rinidad and Tobago	 100%

	N eal & Massy Inc	USA	  100%

 	HD  Hopwood & Company Limited	 Jamaica	 100%

	T . Geddes Grant (Barbados) Limited	B arbados	 100% 
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For the year ended 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1	 General information (continued)

		T he principal subsidiaries are as follows: (continued)		

				   Percentage

			  Country of	 of equity

			  incorporation	 capital held

	

	Distrib ution, Food Manufacturing & Logistics (continued)

	T rading & Distribution Inc	G uyana	 100%

	N eal & Massy Guyana Limited	G uyana	 93%

	TDL  Head Office	T rinidad and Tobago	 100%

	T rident Forwarding Limited	USA	  100%

	SBI  Distribution Inc	B arbados	 100%

	A gro Chemicals Inc	B arbados	 100%

	 Roberts Manufacturing	B arbados	 100%

	B ooth Steamship (Barbados) Limited	B arbados	 100%

	C argo Handlers Limited	B arbados	 66%	

Retail & Distribution International Inc	S t. Lucia	 100%

	BS &T International Inc	B arbados	 100%	

Knights Limited	B arbados 	 99.7%

	

	 FINANCIAL SERVICES

	NM  Remittance Services Limited	T rinidad and Tobago	 100%

	NM  Services Limited	G uyana	 100%	

General Finance Corporation Limited	T rinidad and Tobago	 100%

	U nited Insurance Company Limited	B arbados 	 100%

	M agna Rewards Inc	B arbados	 90%

	M agna Rewards (Jamaica) Inc	 Jamaica	 51.3%

	M agna Rewards (St Lucia) Inc	S t Lucia  	 51.3%

	M agna Rewards (Trinidad) Inc	T rinidad and Tobago	 51.3%

	M agna Rewards Caribbean Inc	B arbados 	 51.3%

	

	 Tourism / Hospitality

	A lmond Resorts Inc	B arbados	 52%
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For the year ended 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1	 General information (continued)

		T he principal subsidiaries are as follows: (continued)		

				   Percentage

			  Country of	 of equity

			  incorporation	 capital held

	 Property / Construction Services	

	N ealco Real Estate Limited	T rinidad and Tobago	 100%

	A rrow Developers Limited	B arbados	 100%

	N ealco Properties Limited	T rinidad and Tobago	 100%

	P res-T-Con Limited	T rinidad and Tobago	 63.1%

	PEL  Enterprises Limited	B arbados 	 100%

	N eal & Massy (Barbados) Limited	B arbados	 100%

	I nter Regional Reinsurance Company Limited	C ayman	 100%

	T he Auto Dome Inc	B arbados	 100%

	S .P. Musson Son & Company Limited	B arbados	 100%

	S unset Crest Holdings Inc	B arbados	 100%

	 Wimcal Limited	B arbados	 100%

	 Warrens Realty	B arbados	 100%	

	Hea d Office

	N eal & Massy Limited	T rinidad and Tobago	 100%

	T he Barbados Shipping & Trading Company Limited	B arbados	                97.1%

	T yres Sales Limited 	 Jamaica	 100%

	L aurentine	B arbados	 100%

	D aymor Manufacturing Company Limited	 Jamaica	 100%

 

2	 Summary of significant accounting policies

	T he principal accounting policies applied in the preparation of these consolidated financial 

statements are set out below. These policies have been consistently applied to all the years 

presented, unless otherwise stated.
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For the year ended 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2	 Summary of significant accounting policies (continued)

2.1	 Basis of preparation

	T he consolidated financial statements have been prepared in accordance with International 

Financial Reporting Standards (“IFRS”). The consolidated financial statements have been 

prepared under the historical cost convention as modified by the revaluation of available-

for-sale financial assets.  

	T he preparation of financial statements in conformity with IFRS requires the use of certain 

critical accounting estimates. It also requires management to exercise its judgement in the 

process of applying the Group’s accounting policies. The areas involving a higher degree 

of judgement or complexity, or areas where assumptions and estimates are significant 

to the financial statements are disclosed in Note 4.

(a)	 Standards, amendments and interpretations effective in 2008

	IF RS 7, Financial Instruments: Disclosures and the complementary Amendments to 

IAS 1, Presentation of Financial Statements – Capital Disclosures. IFRS 7 introduces 

new disclosures relating to the financial instruments. This standard does not have 

any impact on the classification and valuation of the Group’s financial instruments, 

or the disclosures relating to taxation and trade and other payables.

(b)	 Standards, amendments and interpretations effective in 2008 but not relevant 

	T he following standards, amendments and interpretations to published standards 

are mandatory for the Group’s accounting periods beginning on or after 1 January 

2007 but they are not relevant to the Group’s operations:

•	 IFRIC 10, Interim Financial reporting and Impairment. 

•	 IFRIC 11, ‘IFRS 2 – Group and treasury share transactions’. 
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For the year ended 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2	 Summary of significant accounting policies (continued)

2.1	 Basis of preparation (continued)

(c)	 Standards, amendments and interpretations that are not yet effective and have not 

been early adopted by the Group:

	T he following standards, amendments and interpretations to existing standards have 

been published and are mandatory for the Group’s accounting periods beginning 

on or after 1 January 2008 or later periods, but the Group has not early adopted 

them:

•	 IFRIC 13, ‘Customer loyalty programmes’ (effective from 1 July 2008). IFRIC 

13 clarifies that where goods or services are sold together with a customer 

loyalty incentive (for example, loyalty points or free products), the arrangement 

is a multiple element arrangement, and the consideration receivable from the 

customer is allocated between the components of the arrangement using fair 

values. The Group will apply IFRIC 13 from 1 October 2008.

•	 IAS 23 (Amendment), “Borrowing costs” (effective from 1 January 2009).  

It requires an entity to capitalise borrowing cost directly attributable to the 

acquisition, construction or production of a qualifying asset (one that takes a 

substantial period of time to get ready for use or sale) as part of the cost of 

that asset. The option of immediately expensing those borrowing costs will 

be removed. The definition of borrowing costs has been amended so that 

interest expense is calculated using the effective interest method defined in 

IAS 39 ‘Financial instruments: Recognition and measurement’. This eliminates 

the inconsistency of terms between IAS 39 and IAS 23. The Group will apply 

the IAS 23 (Amendment) prospectively from 1 October 2009.
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For the year ended 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2	 Summary of significant accounting policies (continued)

2.1	 Basis of preparation (continued)

(c)	 Standards, amendments and interpretations that are not yet effective and have not 

been early adopted by the Group: (continued)

•	 IAS 1 (Revised), ‘Presentation of financial statements’ (effective from 1 January 

2009). The revised standard will prohibit the presentation of items of income 

and expenses (that is, ‘non-owner changes in equity’) in the statement of 

changes in equity, requiring ‘non-owner changes in equity’ to be presented 

separately from owner changes in equity. All non-owner changes in equity 

	 will be required to be shown in a performance statement, but entities can 

choose whether to present one performance statement (the statement 

of comprehensive income) or two statements (the income statement and 

statement of comprehensive income). Where entities restate or reclassify 

comparative information, they will be required to present a restated balance 

sheet as at the beginning comparative period in addition to the current 

requirement to present balance sheets at the end of the current period and 

comparative period. The Group will apply IAS 1 (Revised) from 1 October 

2009.

•	 IFRS 2 (Amendment), ‘Share-based payment’ (effective from 1 January 2009). 

The amended standard deals with vesting conditions and cancellations. 

It clarifies that vesting conditions are service conditions and performance 

conditions only. Other features of a share-based payment are not vesting 

conditions. These features would need to be included in the grant date fair 

value for transactions with employees and others providing similar services; 

they would not impact the number of awards expected to vest or valuation 

thereof subsequent to grant date. All cancellations, whether by the entity or 

by other parties, should receive the same accounting treatment. The Group 

will apply IFRS 2 (Amendment) from 1 October 2009.
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For the year ended 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2	 Summary of significant accounting policies (continued)

2.1	 Basis of preparation (continued)

(c)	 Standards, amendments and interpretations that are not yet effective and have not 

been early adopted by the Group: (continued)

•	 IAS 32 (Amendment), ‘Financial instruments: Presentation’, and IAS 1 

(Amendment), ‘Presentation of financial statements’ – ‘Puttable financial 

instruments and obligations arising on liquidation’ (effective from 1 January 

2009). The amended standards require entities to classify puttable financial 

instruments and instruments, or components of instruments that impose on 

the entity an obligation to deliver to another party a pro rata share of the 

net assets of the entity only on liquidation as equity, provided the financial 

instruments have particular features and meet specific conditions. The Group 

will apply the IAS 32 and IAS 1(Amendment) from 1 October 2009. It is not 

expected to have any impact on the Group’s financial statements.

•	 IAS 27 (Revised), ‘Consolidated and separate financial statements’, (effective 

from 1 July 2009). The revised standard requires the effects of all transactions 

with non-controlling interests to be recorded in equity if there is no change 

in control and these transactions will no longer result in goodwill or gains 

and losses. The standard also specifies the accounting when control is lost. 

Any remaining interest in the entity is re-measured to fair value, and a gain 

or loss is recognised in profit or loss. The Group will apply IAS 27 (Revised) 

prospectively to transactions with non-controlling interests from 1 October 

2009.

•	 IFRS 3 (Revised), ‘Business combinations’ (effective from 1 July 2009). The 

revised standard continues to apply the acquisition method to business 

combinations, with some significant changes. For example, all payments to 

purchase a business are to be recorded at fair value at the acquisition date, with 

contingent payments classified as debt subsequently re-measured through the 

income statement. There is a choice on an acquisition-by-acquisition basis
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For the year ended 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2	 Summary of significant accounting policies (continued)

2.1	 Basis of preparation (continued)

(c)	 Standards, amendments and interpretations that are not yet effective and have not 

been early adopted by the Group: (continued) 

•	 IFRS 3 (Revised) (continued)

	 to measure the non-controlling interest in the acquiree either at fair value or at 

the non-controlling interest’s proportionate share of the acquiree’s net assets. 

All acquisition-related costs should be expensed. The Group will apply IFRS 3 

(Revised) prospectively to all business combinations from 1 October 2009.

•	 IAS 28 (Amendment), ‘Investments in associates’ (and consequential 

amendments to IAS 32, ‘Financial Instruments: Presentation’, and IFRS 7, 

‘Financial instruments: Disclosures’) (effective from 1 January 2009). The 

amendment is part of the IASB’s annual improvements project published in May 

2008. An investment in associate is treated as a single asset for the purposes 

of impairment testing. Any impairment loss is not allocated to specific assets 

included within the investment, for example, goodwill. Reversals of impairment 

are recorded as an adjustment to the investment balance to the extent that 

the recoverable amount of the associate increases. The Group will apply the 

IAS 28 (Amendment) to impairment tests related to investments in subsidiaries 

and any related impairment losses from 1 October 2009.

•	 IAS 38 (Amendment), ‘Intangible assets’ (effective from 1 January 2009). The 

amendment is part of the IASB’s annual improvements project published in 

May 2008. A prepayment may only be recognised in the event that payment 

has been made in advance of obtaining right of access to goods or receipt 

of services.  The Group will apply the IAS 38 (Amendment) from 1 October 

2009.	

•	 IAS 19 (Amendment), ‘Employee benefits’ (effective from 1 January 2009). 

The amendment is part of the IASB’s annual improvements project published 

in May 2008:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2	 Summary of significant accounting policies (continued)

2.1	 Basis of preparation (continued)

(c)	 Standards, amendments and interpretations that are not yet effective and have not 

been early adopted by the Group: (continued)

•	 IAS 19 (Amendment)(continued) 

– 	T he amendment clarifies that a plan amendment that results in a change in 

the extent to which benefit promises are affected by future salary increases 

is a curtailment, while an amendment that changes benefits attributable 

to past service gives rise to a negative past service cost if it results in a 

reduction in the present value of the defined benefit obligation.

– 	T he definition of return on plan assets has been amended to state that 

plan administration costs are deducted in the calculation of return on 

plan assets only to the extent that such costs have been excluded from 

measurement of the defined benefit obligation.

–	T he distinction between short term and long term employee benefits will 

be based on whether benefits are due to be settled within or after 12 

months of employee service being rendered.

– 	 IAS 37, ‘Provisions, contingent liabilities and contingent assets, requires 

contingent liabilities to be disclosed, not recognised. IAS 19 has been 

amended to be consistent.

	T he Group will apply the IAS 19 (Amendment) from 1 October 2009.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2	 Summary of significant accounting policies (continued)

2.1	 Basis of preparation (continued)

(c)	 Standards, amendments and interpretations that are not yet effective and have not 

been early adopted by the Group: (continued)

•	 IAS 39 (Amendment), ‘Financial instruments: Recognition and measurement’ 

(effective from 1 January 2009). The amendment is part of the IASB’s annual 

improvements project published in May 2008.

– 	T his amendment clarifies that it is possible for there to be movements into 

and out of the fair value through profit or loss category where a derivative 

commences or ceases to qualify as a hedging instrument in cash flow or 

net investment hedge.

–	T he definition of financial asset or financial liability at fair value through 

profit or loss as it relates to items that are held for trading is also amended. 

This clarifies that a financial asset or liability that is part of a portfolio 

of financial instruments managed together with evidence of an actual 

recent pattern of short-term profit taking is included in such a portfolio 

on initial recognition.

– 	T he current guidance on designating and documenting hedges states that 

a hedging instrument needs to involve a party external to the reporting 

entity and cites a segment as an example of a reporting entity. This means 

that in order for hedge accounting to be applied at segment level, the 

requirements for hedge accounting are currently required to be met by the 

applicable segment. The amendment removes the example of a segment 

so that the guidance is consistent with IFRS 8, ‘Operating segments’, which 

requires disclosure for segments to be based on information reported to 

the chief operating decision-maker. 

– 	 When remeasuring the carrying amount of a debt instrument on cessation 

of fair value hedge accounting, the amendment clarifies that a revised 

effective interest rate (calculated at the date fair value hedge accounting 

ceases) are used.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2	 Summary of significant accounting policies (continued)

2.1	 Basis of preparation (continued)

(c)	 Standards, amendments and interpretations that are not yet effective and have not 

been early adopted by the Group: (continued)

•	 IAS 39 (Amendment), (continued)

	T he Group will apply the IAS 39 (Amendment) from 1 October 2009. It is not 

expected to have an impact on the Group’s consolidated income statement.

•	 IAS 31 (Amendment), ‘Interests in joint ventures’ (and consequential 

amendments to IAS 32 and IFRS 7) (effective from 1 January 2009). The 

amendment is part of the IASB’s annual improvements project published in May 

2008. Where an investment in joint venture is accounted for in accordance with 

IAS 39, only certain rather than all disclosure requirements in IAS 31 need to 

be made in addition to disclosures required by IAS 32, ‘Financial instruments: 

Presentation’, and IFRS 7 ‘Financial instruments: Disclosures’. The Group will 

apply the IAS 31 (Amendment) from 1 October 2009. It is not expected to 

have an impact on the Group’s financial statements.

•	 IAS 1 (Amendment), ‘Presentation of financial statements’ (effective from 1 

January 2009). The amendment is part of the IASB’s annual improvements 

project published in May 2008. The amendment clarifies that some rather than 

all financial assets and liabilities classified as held for trading in accordance with 

IAS 39, ‘Financial instruments: Recognition and measurement’ are examples 

of current assets and liabilities respectively. The Group will apply the IAS 39 

(Amendment) from 1 October 2009. It is not expected to have an impact on 

the Group’s financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2	 Summary of significant accounting policies (continued)

2.1	 Basis of preparation (continued)

(c)	 Standards, amendments and interpretations that are not yet effective and have not 

been early adopted by the Group: (continued)

•	 There are a number of minor amendments to IFRS 7, ‘Financial instruments: 

Disclosures’, IAS 8, ‘Accounting policies, changes in accounting estimates 

and errors’, IAS 10, ‘Events after the reporting period’, IAS 18, ‘Revenue’ 

and IAS 34, ‘Interim financial reporting’, which are part of the IASB’s annual 

improvements project published in May 2008 (not addressed above). These 

amendments are unlikely to have an impact on the Group’s accounts and have 

therefore not been analysed in detail.

	 IFRS 8 replaces IAS 14, ‘Segment reporting’, and aligns segment reporting with 

the requirements of the US standard SFAS 131, ‘Disclosures about segments 

of an enterprise and related information’. The new standard requires a 

‘management approach’, under which segment information is presented on 

the same basis as that used for internal reporting purposes. In addition, the 

segments are reported in a manner that is more consistent with the internal 

reporting provided to the chief operating decision-maker. It is not expected 

to have an impact on the Group’s consolidated financial statements.

(d)	 Standards, amendments and interpretations to existing standards that are not 

yet effective and are not relevant for the Group’s operations:

	T he following interpretations and amendments to existing standards have been 

published and are mandatory for the Group’s accounting periods beginning on 

or after 1 January 2009 or later periods but are not relevant for the Group’s 

operations:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2	 Summary of significant accounting policies (continued)

2.1	 Basis of preparation (continued)

(d)	 Standards, amendments and interpretations to existing standards that are not yet 

effective and are not relevant for the Group’s operations: (continued)

•	 IFRIC 16, ‘Hedges of a net investment in a foreign operation’ (effective from 

1 October 2008) 

•	 IFRS 5 (Amendment), ‘Non-current assets held-for-sale and discontinued 

operations’ (and consequential amendment to IFRS 1, ‘First-time adoption’) 

(effective from 1 July 2009).

•	 IAS 16 (Amendment), ‘Property, plant and equipment’ (and consequential 

amendment to IAS 7, ‘Statement of cash flows’) (effective from 1 January 

2009);

•	 IAS 27 (Amendment), ‘Consolidated and separate financial statements’ 

(effective from 1 January 2009). 

•	 IAS 28 (Amendment), ‘Investments in associates’ (and consequential 

amendments to IAS 32, ‘Financial Instruments: Presentation’ and IFRS 7, 

‘Financial instruments: Disclosures’) (effective from 1 January 2009).

•	 IAS 29 (Amendment), ‘Financial reporting in hyperinflationary economies’ 

(effective from 1 January 2009). 

•	 IAS 38 (Amendment), ‘Intangible assets’ (effective from 1 January 2009). The 

amendment is part of the IASB’s annual improvements project published in 

May 2008. 

•	 IAS 40 (Amendment), ‘Investment property’ (and consequential amendments 

to IAS 16) (effective from 1 January 2009). 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2	 Summary of significant accounting policies (continued)

2.1	 Basis of preparation (continued)

(d)	 Standards, amendments and interpretations to existing standards that are not yet 

effective and are not relevant for the Group’s operations: (continued)

•	 IAS 41 (Amendment), ‘Agriculture’ (effective from 1 January 2009). The 

amendment is part of the IASB’s annual improvements project published in 

May 2008. 

•	 IAS 20 (Amendment), ‘Accounting for government grants and disclosure of 

government assistance’ (effective from 1 January 2009). 

•	 IFRIC 15, ‘Agreements for construction of real estates’ (effective from 1 January 

2009). 

2.2	 Consolidation

(a)	 Subsidiaries

	S ubsidiaries are all entities over which the Group has power to govern the financial 

and operating policies generally accompanying a shareholding of more than one 

half of the voting rights.  The existence and effect of potential voting rights that 

are currently exercisable or convertible are considered when assessing whether the 

Group controls another entity. Subsidiaries are fully consolidated from the date on 

which control is transferred to the Group. They are de-consolidated from the date 

that control ceases.

		

	T he Group uses the purchase method of accounting to account for the acquisition 

of subsidiaries.  The cost of an acquisition is measured at the fair value of the assets 

given, equity instruments issued and liabilities incurred or assumed at the date 

of exchange, plus costs directly attributable to the acquisition. Identifiable assets 

acquired and liabilities and contingent liabilities assumed in a business combination 

are measured initially at their fair values at the acquisition date, irrespective of 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2	 Summary of significant accounting policies (continued)

2.2	 Consolidation (continued)

(a)	 Subsidiaries (continued)

	 the extent of any minority interest. The excess of the cost of acquisition over the 

fair value of the Group’s share of the identifiable net assets acquired is recorded 

as goodwill. If the cost of acquisition is less than the fair value of the net assets of 

the subsidiary acquired, the difference is recognised in the consolidated income 

statement. 

	I nter-company transactions, balances and unrealised gains on transactions between 

Group companies are eliminated. Unless cost cannot be recovered unrealised losses 

are also eliminated and considered an impairment indicator of the asset transferred. 

Accounting policies of subsidiaries have been changed where necessary to ensure 

consistency with the policies adopted by the Group.

(b)	 Transactions and minority interests

	T he Group applies a policy of treating transactions with minority interests as 

transactions with parties external to the Group. Disposals to minority interests result 

in gains and losses for the Group that are recorded in the consolidated income 

statement. Purchases from minority interests result in goodwill, being the difference 

between any consideration paid and the relevant share acquired of the carrying 

value of net assets of the subsidiary.

(c)	 Associates 

	A ssociates are all entities over which the Group has significant influence but not 

control, generally accompanying a shareholding of between 20% and 50% of 

the voting rights. Investments in associates are accounted for using the equity 

method of accounting and are initially recognised at cost. The Group’s investment 

in associates includes goodwill (net of any accumulated impairment loss) identified 

on acquisition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2	 Summary of significant accounting policies (continued)

2.2	 Consolidation (continued)

(c)	 Associates  (continued)	

	T he Group’s share of its associates’ post acquisition profits or losses is recognised in 

the consolidated income statement, and its share of post-acquisition movements in 

reserves is recognised in reserves. The cumulative post-acquisition movements are 

adjusted against the carrying amount of the investment. When the Group’s share 

of losses in an associate equals or exceeds its interest in the associate, including any 

other unsecured receivables, the Group does not recognise further losses, unless 

it has incurred obligations or made payments on behalf of the associate.

	U nrealised gains on transactions between the Group and its associates are eliminated 

to the extent of the Group’s interest in the associates. Unrealised losses are also 

eliminated unless the transaction provides evidence of an impairment of the asset 

transferred. Accounting policies of associates have been changed where necessary 

to ensure consistency with the policies adopted by the Group.

2.3	 Segment reporting

A business segment is a group of assets and operations engaged in providing products 

or services that are subject to risks and returns that are different from those of other 

business segments. A geographical segment is engaged in providing products or services 

within a particular economic environment that is subject to risks and returns that are 

different from those of segments operating in other economic environments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2	 Summary of significant accounting policies (continued)

2.4	 Foreign currency translation

a)	 Functional and presentation currency

	I tems included in the financial statements of each of the Group’s entities are 

measured 	using the currency of the primary economic environment in which the 

entity operates (“the functional currency”). The consolidated financial statements 

are presented in Trinidad and Tobago dollars, which is the Company’s functional 

and presentation currency.

b)	 Transactions and balances

	F oreign currency transactions are translated into the functional and presentation 

currency using the exchange rates prevailing at the dates of the transactions. Foreign 

exchange gains and losses resulting from the settlement of such transactions and 

from the translation at year-end exchange rates of monetary assets and liabilities 

denominated in foreign currencies are recognised in the consolidated income 

statement.

	

	T ranslation differences on non-monetary items, such as equities held at fair value 

through profit or loss are reported as part of the fair value gain or loss. Translation 

differences on non-monetary items such as equities classified as available-for-sale 

financial assets are included in reserves in equity.

	T ranslation differences on debt securities and other monetary financial assets 

measured at fair value are included in foreign exchange gains and losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2	 Summary of significant accounting policies (continued)

2.4	 Foreign currency translation (continued)

(c)	G roup companies

		

	T he results and financial position of all the group entities (none of which has the 

currency of a hyperinflationary economy) that have a functional currency different 

from the presentation currency are translated into the presentation currency as 

follows:

i)	 assets and liabilities for each balance sheet presented are translated at the 

closing rate at the date of that balance sheet;

ii)	 income and expenses for each income statement are translated at average 

exchange rates (unless this average is not a reasonable approximation of the 

cumulative effect of the rates prevailing on the transaction dates, in which 

case income and expenses are translated at the dates of the transactions); 

and

iii)	 all resulting exchange differences are recognised as a separate component of 

equity. 

	 When a foreign operation is sold, exchange differences that were recorded 

in equity are recognised in the consolidated income statement as part of the 

gain or loss on sale.

		

	G oodwill and fair value adjustments arising on the acquisition of a foreign entity 

are treated as assets and liabilities of the foreign entity and translated at the closing 

rate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2	 Summary of significant accounting policies (continued)

2.5	 Property, plant and equipment

Property, plant and equipment including land and buildings are stated at historical cost 

less  depreciation. Historical cost includes expenditure that is directly attributable to the 

acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate 

asset, as appropriate, only when it is probable that future economic benefits associated 

with the item will flow to the Group and the cost of the item can be measured reliably. The 

carrying amount of the replaced part is derecognized. All other repairs and maintenance 

are charged to the consolidated income statement during the financial period in which 

they are incurred.

	

Interest costs on borrowings to finance the construction of property, plant and equipment 

are capitalised during the period of time that is required to complete and prepare the 

asset for its intended use. Other borrowing costs are expensed.

Land is not depreciated. 

Depreciation is provided on the straight-line basis at rates estimated to write-off the cost 

of each asset over its expected useful life.  In the case of motor vehicles, depreciation is 

based on cost less an estimated residual value.  The estimated useful lives of assets are 

reviewed periodically, taking account of commercial and technological obsolescence as 

well as normal wear and tear, and depreciation rates are adjusted if appropriate.

Current rates of depreciation are:

Freehold and leasehold properties	 -	 2% to 20%

Plant and equipment	 -	 5% to 33.3%

Furniture, fixtures and motor vehicles	 -	 10% to 25%

Rental assets	 -	 25%
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2	 Summary of significant accounting policies (continued)

2.5	 Property, plant and equipment (continued)

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at 

each balance sheet date.

An asset’s carrying amount is written down immediately to its recoverable amount if the 

asset’s carrying amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing the proceeds with the carrying 

amount and are included in the consolidated income statement.

2.6	 Intangible assets

a)	G oodwill

	G oodwill represents the excess of the cost of an acquisition over the fair value of 

the Group’s share of the net identifiable assets of the acquired subsidiary/associate 

company at the date of acquisition. Goodwill represents the goodwill acquired 

on acquisition of subsidiaries. Goodwill on acquisition of associates is included in 

“Investments in Associated Companies”. Separately recognised goodwill is tested 

annually for impairment and carried at cost less accumulated impairment losses. 

Impairment losses on goodwill are not reversed. Gains and losses on the disposal 

of an entity include the carrying amount of goodwill relating to the entity sold.

	G oodwill is allocated to cash-generating units for the purpose of impairment testing. 

The allocation is made to those cash-generating units or groups of cash-generating 

units that are expected to benefit from the business combination in which the 

goodwill arose. Neal & Massy Holdings Limited allocates goodwill to each business 

segment in each country in which it operates (Note 7).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2	 Summary of significant accounting policies (continued)

2.6	 Intangible assets (continued)

b)	 Research and development

	C osts associated with the maintenance of existing computer software programmes 

are expensed as incurred.

	E xpenditure which enhances and extends the benefits of computer software 

programmes beyond their original specifications and lives is recognised as a capital 

improvement.  Computer software development costs recognised as assets are 

amortised using the straight-line method over their useful lives, not exceeding a 

period of three years.

	D evelopment assets are tested for impairment annually, in accordance with IAS 

36.

c)	O ther intangible assets

	O ther intangibles are recorded at cost and are amortised on a straight-line basis 

over their estimated useful lives not exceeding twenty years. 

2.7	 Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortisation and are tested 

annually for impairment. Assets that are subject to amortisation are reviewed for 

impairment losses whenever events or changes in circumstances indicate that the carrying 

amount may not be recoverable. An impairment loss is recognised for the amount by 

which the asset’s carrying amount exceeds its recoverable amount. The recoverable 

amount is the higher of an asset’s fair value less costs to sell and value in use. For the 

purposes of assessing impairment, assets are grouped at the lowest levels for which 

there are separately identifiable cash flows (cash-generating units). Non-financial assets 

other than goodwill that suffered an impairment are reviewed for possible reversal of 

the impairment at each reporting date.



32

For the year ended 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2	 Summary of significant accounting policies (continued)

2.8	 Financial assets

The Group classifies its financial assets in the following categories:  financial assets at fair 

value through profit or loss, loans and receivables, and available-for-sale. The classification 

depends on the purpose for which the financial assets were acquired. Management 

determines the classification of its financial assets at initial recognition.

a)	 Financial assets at fair value through profit or loss

	T his category has two sub-categories: financial assets held for trading, and those 

designated at fair value through profit or loss at inception. A financial asset is 

classified in this category if acquired principally for the purpose of selling in the 

short term or if so designated by management. Derivatives are also categorised as 

held for trading unless they are designated as hedges. Assets in this category are 

classified as current assets if they are either held for trading or are expected to be 

realised within 12 months of the balance sheet date.

b)	L oans and receivables

	L oans and receivables are non-derivative financial assets with fixed or determinable 

payments that are not quoted in an active market.  They are included in current 

assets, except for maturities greater than 12 months after the balance sheet date.  

These are classified as non-current assets.  Loans and receivables are classified 

as ‘trade and other receivables’ and ‘installment credit and other loans’ in the 

consolidated balance sheet.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2	 Summary of significant accounting policies (continued)

2.8	 Financial assets (continued)

c)	 Available-for-sale financial assets

	A vailable-for-sale financial assets are non-derivatives that are either designated in 

this category or not classified in any of the other categories. They are included in 

non-current assets unless management intends to dispose of the investment within 

12 months of the balance sheet date.

	 Regular purchases and sales of investments are recognised on the trade-date - the 

date on which the Group commits to purchase or sell the asset. Investments are 

initially recognised at fair value plus transaction costs for all financial assets not 

carried at fair value through profit or loss. Financial assets carried at fair value 

through profit or loss are initially recognised at fair value and transaction costs are 

expensed in the consolidated income statement. Investments are derecognised 

when the rights to receive cash flows from the investments have expired or have 

been transferred and the Group has transferred substantially all risks and rewards 

of ownership. Available-for-sale financial assets are subsequently carried at fair 

value. Unlisted equity securities for which fair values cannot be reliably measured 

have been recognised at cost less impairment. Loans and receivables are carried at 

amortised cost using the effective interest method.

	C hanges in the fair value of monetary securities denominated in a foreign currency 

and classified as available-for-sale are analysed between translation differences 

resulting from changes in amortised cost of the security and other changes in 

the carrying amount of the security. The translation differences are recognised in 

the consolidated income statement, and other changes in carrying amount are 

recognised in equity. Changes in the fair value of monetary securities classified as 

available-for-sale and non-monetary securities classified as available-for-sale are 

recognised in equity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2	 Summary of significant accounting policies (continued)

2.8	 Financial assets (continued)

c)	 Available-for-sale financial assets (continued)

	 When securities classified as available-for-sale are sold or impaired, the accumulated 

fair value adjustments recognised in equity are included in the consolidated income 

statement as ‘gains and losses from investment securities’. Interest on available-for-

sale securities calculated using the effective interest method is recognised in the 

consolidated income statement.  Dividends on available-for-sale equity instruments 

are recognised in the consolidated income statement when the Group’s right to 

receive payments is established.  

	T he fair values of quoted investments are based on current bid prices. If the market 

for a financial asset is not active (and for unlisted securities), the Group establishes 

fair value by using valuation techniques. These include the use of recent arm’s 

length transactions, reference to other instruments that are substantially the same, 

discounted cash flow analysis, applicable price/earnings or price/cash flow ratios 

refined to reflect the specific circumstances of the issuer and option pricing models 

making maximum use of market inputs and relying as little as possible on entity-

specific inputs.

 

	T he Group assesses at each balance sheet date whether there is objective evidence 

that a financial asset or a group of financial assets is impaired. In the case of 

equity securities classified as available-for-sale, a significant or prolonged decline 

in the fair value of the security below its cost is considered as an indicator that the 

securities are impaired. If any such evidence exists for available-for-sale financial 

assets, the cumulative loss – measured as the difference between the acquisition 

cost and the current fair value, less any impairment loss on that financial asset 

previously recognised in profit or loss – is removed from equity and recognised in 

the consolidated income statement. Impairment losses recognised in the income 

statement on equity instruments are not reversed through the consolidated income 

statement. Impairment testing of trade receivables is described in Note 2.10.
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2	 Summary of significant accounting policies (continued)

2.9	 Inventories

Inventories are stated at the lower of cost or net realisable value.  Cost is determined by 

the first-in, first-out (“FIFO”) or the weighted average cost method.  The cost of finished 

goods and work in progress comprises raw materials, direct labour, other direct costs 

and related production overheads, but excludes interest expense.  Net realisable value 

is the estimate of the selling price in the ordinary course of business, less the costs of 

completion and selling expenses. 

2.10	 Trade receivables

Trade receivables are recognised at fair value less provision for impairment. A provision 

for impairment of trade 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 

receivables. Significant financial difficulties of the debtor, probability that the debtor will 

enter bankruptcy or financial reorganisation, and default or delinquency in payments 

are considered indicators that the trade receivable is impaired. The amount of the 

provision is the difference between the asset’s carrying amount and the present value 

of estimated future cash flows, discounted at the effective interest rate. The amount of 

the provision  is recognised in the consolidated income statement within ‘selling, general 

and administration expenses’.

2.11	 Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks, other    

short-term highly liquid investments and bank overdrafts. Bank overdrafts are shown 

within borrowings in current liabilities in the consolidated balance sheet.
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2	 Summary of significant accounting policies (continued)

2.12	 Share capital

Ordinary shares with discretionary dividends are classified as equity. 

Incremental costs directly attributable to the issue of new shares or options are shown 

in equity as a deduction, net of tax, from the proceeds.

Where any Group company purchases the Company’s equity share capital, the 

consideration paid including any attributable incremental external costs net of income 

taxes is deducted from total shareholders’ equity as treasury shares until they are cancelled. 

Where such shares are subsequently sold or reissued, any consideration received is 

included in shareholders’ equity.

2.13	 Trade payables 

Trade payables are measured at amortised cost using the effective interest rate 

method.

2.14	 Insurance 

(i) 	 Insurance and reinsurance contracts

	I nsurance and reinsurance contracts are defined as those containing significant 

insurance risk at the inception of the contract, or those where at the inception 

of the contract there is a scenario with commercial substance where the level of 

insurance risk may be significant. The significance of insurance risk is dependent 

on both the probability of an insured event and the magnitude of its potential 

effect. Once a contract has been classified as an insurance contract, it remains 

an insurance contract for the remainder of its lifetime, even if the insurance risk 

reduces significantly during the period.
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2	 Summary of significant accounting policies (continued)

2.14	 Insurance (continued)

(i) 	 Insurance and reinsurance contracts (continued)

	I n the normal course of business, the company seeks to reduce the losses to which 

it is exposed that may cause unfavorable underwriting results by reinsuring a certain 

level of risk with reinsurance companies. Reinsurance premiums are accounted for 

on a basis consistent with that used in accounting for the original policies issued 

and the terms of the reinsurance contracts. The company may receive a ceding 

commission in connection with ceded reinsurance, which is earned as incurred.

	 Reinsurance contracts ceded do not relieve the group from its obligations to 

policyholders. The Group remains liable to its policyholders for the portion reinsured, 

to the extent that the reinsurers do not meet the obligations assumed under the 

reinsurance agreements.

(ii)	 Amounts receivable for reinsurance companies

	I ncluded in accounts receivable on the balance sheet, are amounts receivable from 

reinsurance companies, which consist primarily of amounts due in respect of ceded 

insurance liabilities. Recoverable amounts are estimated in a manner consistent 

with the outstanding claims reserve or settled claims associated with the reinsured 

policies and in accordance with the relevant reinsurance contract.

	 If amounts receivable from reinsurance companies are impaired, the company 

reduces the carrying amount according and recognises an impaired loss in the 

consolidated income statement. A reinsurance asset is impaired if there is objective 

evidence that the group may not receive all, or part, of the amounts due to it under 

the terms of the reinsurance contract.
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2	 Summary of significant accounting policies (continued)

2.15 	Borrowings

Borrowings are recognised initially at fair value, 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 the 

consolidated income statement over the period of the borrowings using the effective 

interest method.

Borrowings are classified as current liabilities unless the Group has an unconditional right 

to defer settlement of the liability for at least 12 months after the balance sheet date.

2.16	 Current and Deferred income tax

The current income tax charge is calculated on the basis of the tax laws enacted or 

substantively enacted at the balance sheet date in the countries where the company’s 

subsidiaries and associates operate and generate taxable income. Management 

periodically evaluates positions taken in tax returns with respect to situations in which 

applicable tax regulations is subject to interpretation and establishes provisions where 

appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred income tax is provided in full, using the liability method, on temporary differences 

arising between the tax bases of assets and liabilities and their carrying amounts in the 

consolidated financial statements. However, the deferred income tax, is not accounted 

for if it arises from initial recognition of an asset or liability in a transaction other than a 

business combination that at the time of the transaction affects neither accounting nor 

taxable profit or loss. Deferred income tax is determined using tax rates (and laws) that 

have been enacted or substantially enacted by the balance sheet date and are expected 

to apply when the related deferred income tax asset is realised or the deferred income 

tax liability is settled.

Deferred income tax is provided on temporary differences arising on investments in 

subsidiaries and associates, except where the timing of the reversal of the temporary 

difference is controlled by the Group and it is probable that the temporary difference 

will not reverse in the foreseeable future.
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2	 Summary of significant accounting policies (continued)

2.16	 Current and Deferred income tax (continued)

The principal temporary differences arise from depreciation on property, plant and 

equipment and tax losses carried forward.  Deferred tax assets relating to the carry 

forward of unused tax losses are recognised to the extent that it is probable that future 

taxable profit will be earned against which the unused tax losses can be utilised.

 

2.17	 Employee benefits

(a)	 Pension obligations

	

	G roup companies operate various pension schemes. The majority of the Trinidad 

and Tobago resident employees are members either of the Neal & Massy Group 

Pension Fund Plan and Retirement Income Security Plan or the T. Geddes Grant 

Limited Pension Fund Plan.  

	T he Neal & Massy Group Pension Fund Plan, contributions to which were frozen on 

31 January 1990, is a defined contribution plan whose assets are held separately 

from those of the group in an independently administered fund.  The most recent 

actuarial valuation, at 31 March 2005, revealed that the plan is adequately funded.  

There are certain benefits payable by the Neal & Massy Group Pension Fund Plan 

which fall within the scope of IAS 19 (revised) – Employee Benefits.

	T he Retirement Income Security Plan incorporates an employee stock ownership 

plan which is funded by contributions made by the employer, and a deferred annuity 

savings plan which is funded by the employees.  Contributions to the Plan are 

accounted for on the accruals basis and the assets are held separately from those 

of the Group in independently administered funds.

	T he T. Geddes Grant Limited Pension Fund Plan is a defined contribution plan whose 

assets are held separately from those of the Group in an independently administered 

fund.  Contributions to the plan are accounted for on the accruals basis and are 
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2	 Summary of significant accounting policies (continued)

2.17	 Employee benefits (continued)

(a)	 Pension obligations (continued)

	 reviewed by independent actuaries on the basis of triennial valuations.  The actuarial 

valuation as at 31 December 2006 revealed that the plan is adequately funded. 

The next actuarial valuation is due 31 December 2009.

	T he majority of the employees of the overseas companies participate in either 

defined contribution or defined benefit pension plans which are separate from the 

Trinidad and Tobago plans.

	A  defined benefit plan is a pension plan that defines an amount of pension benefit 

to be provided, usually as a function of one or more factors such as age, years of 

service or compensation. A defined contribution plan is a pension plan under which 

the Group pays fixed contributions into a separate entity (a fund) and will have no 

legal or constructive obligations to pay further contributions if the fund does not 

hold sufficient assets to pay all employees benefits relating to employee service in 

the current and prior periods.

 

	T he liability recognised in the consolidated balance sheet in respect of defined 

benefit pension plans is the present value of the defined benefit obligation at the 

balance sheet date less the fair value of plan assets and past service costs. The 

defined benefit obligation is calculated annually by independent actuaries using the 

projected unit credit method. The present value of the defined benefit obligation 

is determined by discounting the estimated future cash outflows using interest 

rates of government securities that are denominated in the currency in which the 

benefits will be paid and that have terms to maturity approximating to the terms 

of the related pension liability.

	A ctuarial gains and losses arising from experience adjustments, changes in actuarial 

assumptions and amendments to pension plans are charged or credited to Retained 

Earnings immediately.
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2	 Summary of significant accounting policies (continued)

2.17	 Employee benefits (continued)

(a)	 Pension obligations (continued)

	

	P ast-service costs are recognised immediately in income, unless the changes to the 

pension plan are conditional on the employees remaining in service for a specified 

period of time (the vesting period). In this case, the past-service costs are amortised 

on a straight-line basis over the vesting period.

(b)	O ther post-employment obligations

	S ome Group companies provide post-retirement healthcare benefits to their retirees. 

The entitlement to these benefits is usually conditional on the employee remaining 

in service up to retirement age and the completion of a minimum service period. 

The expected costs of these benefits are accrued over the period of employment 

using the same accounting methodology as used for defined benefit pension 

plans. Actuarial gains and losses arising from experience adjustments, and changes 

in actuarial assumptions are recognised immediately in Retained Earnings. These 

obligations are valued annually by independent qualified actuaries.

 

(c)	 Share-based compensation

	

	T he Group operates an equity-settled, share-based compensation plan. The fair 

value of the employee services received in exchange for the grant of the options is 

recognised as an expense. The total amount to be expensed over the vesting period 

is determined by reference to the fair value of the options granted, excluding the 

impact of any non-market vesting conditions (for example, profitability and sales 

growth targets). Non-market vesting conditions are included in assumptions about 

the number of options that are expected to become exercisable. At each balance 

sheet date, the entity revises its estimates of the number of options that are expected 

to become exercisable. It recognises the impact of the revision of original estimates, 

if any, in the consolidated income statement, with a corresponding adjustment to 

equity. The proceeds received net of any directly attributable transaction costs are 

credited to share capital when the options are exercised.
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2	 Summary of significant accounting policies (continued)

2.17	 Employee benefits (continued)

(d)	 Termination benefits

	T ermination benefits are payable when employment is terminated by the Group 

before the normal retirement date, or whenever an employee accepts voluntary 

redundancy in exchange for these benefits. The Group recognises termination 

benefits when it is demonstrably committed to either: terminating the employment 

of current employees according to a detailed formal plan without possibility of 

withdrawal; or providing termination benefits as a result of an offer made to 

encourage voluntary redundancy. Benefits falling due more than 12 months after 

the balance sheet date are discounted to present value.

(e)	 Bonus plans

	

	A  liability for employee benefits in the form of bonus plans is recognised in other 

provisions when there is no realistic alternative but to settle the liability and at least 

one of the following conditions are met:

•	 there is a formal plan and the amounts to be paid are determined before the 

time of issuing the financial statements; or

•	 past practice has created a valid expectation by employees that they will receive 

a bonus/profit sharing and the amount can be determined before the time of 

issuing the financial statements.

	L iabilities for bonus plans are expected to be settled within 12 months and are 

measured at the amounts expected to be paid when they are settled.
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2	 Summary of significant accounting policies (continued)

2.18	 Provisions

Provisions for environmental restoration, restructuring costs, legal claims and all other 

provisions are recognised when: the Group has a present legal or constructive obligation 

as a result of past events; it is more likely than not that an outflow of resources will be 

required to settle the obligation; and the amount has been reliably estimated. Provisions 

are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be 

required in settlement is determined by considering the class of obligations as a whole. 

A provision is recognised even if the likelihood of an outflow with respect to any one 

item included in the same class of obligations may be small.

Provisions are measured at the present value of the expenditures expected to be required 

to settle the obligation using a pre-tax rate that reflects current market assessments 

of the time value of money and the risks specific to the obligation. The increase in the 

provision due to passage of time is recognised as interest expense. 

2.19	 Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for the 

sale of goods and services in the ordinary course of the Group’s activities. Revenue is 

shown net of value-added tax, returns, rebates and discounts and after eliminating 

sales within the Group. Revenue from the sale of goods is recognised when significant 

risks and rewards of ownership of the goods are transferred to the buyer. Revenue from 

rendering of services is based on the stage of completion determined by reference to 

services performed to date as a percentage of total services to be performed.

Other revenues earned by the Group are recognised on the following bases:

Interest income – as it accrues unless collectibility is in doubt.

Dividend income – when the shareholder’s right to receive payment is established.
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2	 Summary of significant accounting policies (continued)

2.20	L eases

Group is the lessee

Leases in which a significant portion of the risks and rewards of ownership are retained 

by the lessor are classified as operating leases. Payments made under operating leases 

(net of any incentives received from the lessor) are charged to the consolidated income 

statement on a straight-line basis over the period of the lease.

Group is the lessor

When assets are leased out under a finance lease, the present value of the lease 

payments is recognised as a receivable. The difference between the gross receivable 

and the present value of the receivable is recognised as unearned finance income. Lease 

income is recognised over the term of the lease using the net investment method, which 

reflects a constant periodic rate of return.  Assets leased out under operating leases are 

included in property, plant and equipment in the balance sheet. They are depreciated 

over their expected useful lives on a basis consistent with similar owned property, plant 

and equipment. Rental income (net of any incentives given to lessees) is recognised on 

a straight-line basis over the lease term.

2.21	D ividend distribution

Dividend distribution to the Company’s shareholders is recognised as a liability in the 

Group’s financial statements in the period in which the dividends are approved by the 

Board of Directors.
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2	 Summary of significant accounting policies (continued)

2.22	 Installment credit and other loans 

Installment credit and other loans are stated at principal outstanding net of unearned 

finance charges and specific allowance for loan losses.  An allowance for loan impairment 

is established if there is objective evidence that the Group will not be able to collect all 

amounts due according to the original contractual terms of loans.

The amount of the provision is the difference between the carrying amount and the 

recoverable amount, being the present value of expected cash flows, including amounts 

recoverable from guarantees and collateral, discounted at the original effective interest 

rate of loans.

If the amount of the impairment subsequently decreases due to an event occurring after 

the write-down, the release of the provision is credited as a reduction of the provision 

for loan losses.

Interest from installment credit is recognised as it accrues on the sum of the digits 

method.  Interest earned on other forms of financing is calculated as is appropriate to 

individual transactions.

 

	

3	 Financial risk management

3.1	 Financial risk factors

The Group’s activities expose it to a variety of financial risks. The Group’s aim therefore 

is to achieve an appropriate balance between risk and return and minimize potentially 

adverse effects on the Group’s financial performance. This is achieved by the analysis, 

evaluation, acceptance and management of the Group’s risk exposure. 
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3	 Financial risk management (continued)

3.1	 Financial risk factors (continued)

The Board of Directors is ultimately responsible for the establishment and oversight of 

the Group’s risk management framework. The main financial risks of the Group relate 

to the availability of funds to meet business needs, the risk of default by counterparties 

to financial transactions, and fluctuations in interest and foreign exchange rates.  The 

treasury function manages the financial risks that arise in relation to underlying business 

needs and operates within clear policies and stringent parameters. The function does 

not operate as a profit center and the undertaking of speculative transactions is not 

permitted.

The Group’s principal financial liabilities comprise bank loans, operating overdrafts and 

trade payables, which are used to finance Group operations. There are various financial 

assets such as trade receivables, investments, loans receivable, cash and short term 

deposits which emanate from its operations. The main risks arising from the Group’s 

financial instruments are credit risk, liquidity risk, foreign currency risk and interest rate 

risk. 

The following contains information relative to the Group’s exposure to each of the above 

risks, including quantitative disclosures. 

		

(a)	 Market risk

	T he Group operates internationally and is exposed to foreign exchange risk 

arising from various currency exposures. Foreign exchange risk arises from future 

commercial transactions, recognized assets and liabilities and net investments in 

foreign operations.
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3	 Financial risk management (continued)

3.1	 Financial risk factors (continued)

(a)	 Market risk (continued)

(i)	C urrency risk

	T he Group is exposed to foreign exchange risk arising from various currency 

exposures, primarily with respect to the US dollar.  The Group manages its 

foreign exchange risk by ensuring that the net exposure in foreign assets and 

liabilities is kept to an acceptable level by monitoring currency positions as 

well as holding foreign currency balances.

	T he values of debt, investments and other financial liabilities, denominated in 

currencies other than the functional currency of the entities holding them, are 

subject to exchange rate movements. The foreign exchange positions at 30 

September 2008 relate mainly to USD loans. The single largest USD loan as at 

year end amounted to US$102,000 (2007: US$ 5,400). A 2% change in USD 

rates would lead to a TT$19,700 (2007: TT$3,200) loss in the consolidated 

income statement. 

.

(ii)	I nterest rate risk

	T he Group’s exposure to changes in market interest rates relates primarily to 

the long term debt obligations, with floating interest rates. The exposure to 

interest rate risk on cash held on deposit is not significant.

	A t the end of 2008, interest rates were fixed on approximately 42% of the 

borrowings and 88% in 2007.  The impact on the consolidated income 

statement to a 50bps change in floating interest rates are $3,200 in 2008 

and $600 in 2007.
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3	 Financial risk management (continued)

3.1	 Financial risk factors (continued)

(a)	 Market risk (continued)

(iii)	P rice risk

		T he Group is exposed to equity securities price risk because of investments held 

by the Group and classified on the consolidated balance sheet as available-

for-sale. 

	T he Group is not exposed to commodity price risk.

(b)	 Credit risk

	T he Group is exposed to credit risk, which is the risk that may arise from its customers, 

clients and counterparties failing to discharge their contractual obligations. The 

credit exposures arise primarily from the Group’s receivables on sales, investments 

and cash held on deposit at various financial institutions. 

	T he Group has no significant concentrations of credit risk and trades mainly with 

recognized, creditworthy third parties. It is the Group’s policy that all customers 

trading on credit terms are subject to credit verification procedures. The procedures 

are elements of a structured credit control system and include an analysis of each 

customer’s creditworthiness and the establishments of limits before credit terms 

are set. In addition, receivables balances are monitored on an ongoing basis with 

the result, that the Group’s exposure to bad debts is not significant. The maximum 

exposure is the carrying amount as disclosed below.  

	 With respect to credit risk arising from the other financial assets of the Group, 

namely cash and cash equivalents and available-for-sale financial investments, the 

Group’s exposure to credit risk arises principally from default of the counterparty.
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3	 Financial risk management (continued)

3.1	 Financial risk factors (continued)

(c)	L iquidity risk

		

	L iquidity risk is the risk which may arise if the Group is unable to meet the obligations  

associated with its financial liabilities when they fall due. 

	T he Group’s liquidity risk management process is measured and monitored by senior 

management. This process includes monitoring current cash flows on a frequent 

basis, assessing the expected cash inflows as well as ensuring that the Group has 

adequate committed lines of credit to meet its obligations.

	F ollowing is an analysis of the undiscounted contractual cash flows payable under 

financial liabilities.  Undiscounted cash flows will differ from both the carrying values 

and the fair values.

	M aturity analysis of financial liabilities ($’000)

				  

				    More than 	Contractual 	 Carrying

		  < 1 year	 1 – 5 yrs	  5 yrs	 cash flows	 Amount

2008

Financial Liabilities:					   

Bank overdraft and other 

  short term borrowings	 309,459	 -	 -	 309,459	 309,459

Other borrowings	 501,323	 1,096,728	 1,253,658	 2,851,709	 2,124,971

Customer deposits	 393,235	 3,693	 3,370	 400,297	 350,007

Trade payables	 911,722	 -	 -	 911,722	 911,722

Liabilities under insurance contract	 655,043	 -	 -	 655,043	 655,043

Total	 2,770,782	 1,100,421	 1,257,028	 5,128,230	 4,351,202
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3	 Financial risk management (continued)

3.1	 Financial risk factors (continued)

(c)	L iquidity risk (continued)

				    More than 	Contractual 	 Carrying

		  < 1 year	 1 – 5 yrs	  5 yrs	 cash flows	 Amount

2007

Financial Liabilities:					   

Bank overdraft and other 

  short term borrowings	 112,786	 22,000	 -	 134,786	 134,786

Other borrowings	 118,193	 373,493	 326,453	 818,139	 600,339

Customer deposits	 327,633	 4,677	 2,857	 335,167	 306,141

Trade payables	 449,219	 -	 -	 449,219	 449,219

Liabilities under insurance contract	 -	 -	 -	 -	 -

Total	 1,007,831	 400,170	 329,310	 1,737,311	 1,490,485

					   

3.2	 Capital Risk Management

The Group’s objectives when managing capital are to safeguard the Group’s ability to 

continue as a going concern in order to provide returns for shareholders and benefits 

for other stakeholders and to maintain an optimal capital structure to reduce the cost 

of capital.

In order to maintain or adjust the capital structure, the Group may vary the amount of 

dividends paid to shareholders, return capital to shareholders, issue new shares or sell 

assets to reduce debt.  

The Group monitors capital on the basis of the gearing ratio. The ratio is calculated as 

net debt divided by Total capital.  Net debt is calculated as total borrowings (current 

and non current borrowings) less cash and cash equivalents. Total Capital is calculated 

as total equity as shown in the consolidated balance sheet plus net debt.
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3	 Financial risk management (continued)

3.2	 Capital Risk Management (continued)

						    

			   	 2008	 2007

			   $	 $

Total borrowings (Note 21)		  	 2,434,430	 735,125	

Less Cash & Cash Equivalents (Note 17)			   (568,532)	 (569,344)	

Net Debt			   1,865,898	 165,781

Total Equity			   3,023,783	 1,833,454	

 

Total Capital		  	 4,889,681	 1,999,235	

	         

Gearing Ratio			   38%	 8%

The increase in the gearing ratio during 2008 resulted primarily from loans taken to 

acquire the controlling interest in The Barbados Shipping & Trading Company Limited. 

Additionally $1.1 billion of additional debt relates to The Barbados Shipping & Trading 

Company Limited and the Almond Group. 

3.3	 Fair value estimation

The fair value of financial instruments traded in active markets is based on quoted market 

prices at the balance sheet date. The quoted market price used for financial assets held 

by the Group is the current bid price. 

The fair value of financial instruments that are not traded in an active market is 

determined by using valuation techniques. The Group uses a variety of methods and 

makes assumptions that are based on market conditions existing at each balance sheet 

date. Quoted market prices or dealer quotes for similar instruments are used for long-term 

debt. Other techniques, such as estimated discounted cash flows, are used to determine 

fair value for the remaining financial instruments. 
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3	 Financial risk management (continued)

3.3	 Fair value estimation (continued)

The nominal value less impairment provision of trade receivables and payables are 

assumed to approximate their fair values. The fair value of financial liabilities for disclosure 

purposes is estimated by discounting the future contractual cash flows at the current 

market interest rate that is available to the Group for similar financial instruments.

 

4	 Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical experience 

and other factors, including expectations of future events that are believed to be reasonable 

under the circumstances.

4.1	 Critical accounting estimates and assumptions

The Group makes estimates and assumptions concerning the future. The resulting 

accounting estimates will, by definition, seldom equal the related actual results. The 

estimates and assumptions that have a significant risk of causing a material adjustment to 

the carrying amounts of assets and liabilities within the next financial year are discussed 

below.

(a)	 Estimated impairment of goodwill

	T he Group tests annually whether goodwill has suffered any impairment, in 

accordance with the accounting policy stated in Note 2.6. The recoverable amounts 

of cash-generating units have been determined based on value-in-use calculations. 

These calculations require the use of estimates.
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4	 Critical accounting estimates and judgements (continued)

4.1	 Critical accounting estimates and assumptions (continued)

(b)	 Income taxes

	T he Group is subject to income taxes in several jurisdictions. Significant judgement is 

required in determining the provision for income taxes. There are many transactions 

and calculations for which the ultimate tax determination is uncertain during the 

ordinary course of business. The Group recognises liabilities for anticipated tax 

audit issues based on estimates of whether additional taxes will be due. Where the 

final tax outcome of these matters is different from the amounts that were initially 

recorded, such differences will impact the income tax and deferred tax provisions 

in the period in which such determination is made.

(c)	 Fair value of financial instruments

	T he fair value of financial instruments that are not traded in an active market is 

determined by using valuation techniques. The Group uses its judgement to select 

a variety of methods and make assumptions that are mainly based on market 

conditions existing at each balance sheet date. The Group has used discounted 

cash flow analysis for various available-for-sale financial assets that were not traded 

in active markets.

(d)	 Revenue recognition

	T he Group uses the percentage-of-completion method in accounting for its sales 

of services. Use of the percentage-of-completion method requires the Group to 

estimate the services performed to date as a proportion of the total services to be 

performed. 
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4	 Critical accounting estimates and judgements

4.2	 Critical judgements in applying the entity’s accounting policies

	D efined benefit pension plan

(a)	C ertain actuarial and economic assumptions used in determining defined benefit 

pension obligations and pension plan assets include: discount rates, long-term 

rates of return for plan assets, market estimates and rates of future compensation 

increases. Material changes in overall financial performance and the carrying amount 

of the pension obligations may arise because of revised assumptions to reflect 

updated historical information and updated economic conditions, in the material 

assumptions underlying this estimate. 

(b)	T he Company 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. In determining the appropriate discount rate, the Company considers 

the interest rates of high quality bonds that are denominated in the currency in 

which the benefits will be paid, and that have the terms to maturity approximating 

the terms of the related pension liability.

(c)	P rovision for decommissioning

	T he decommissioning cost would be significantly affected by changes in technology, 

laws and regulations and the actual cost to remove the facility at a future date.  

(d)	L iabilities on insurance contracts

	T he estimation of the ultimate liability arising from claims made under insurance 

contracts is a critical accounting estimate.  There are several sources of uncertainty 

that need to be considered in the estimate of the liability that the Group will 

ultimately pay for such claims.
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5	 Segment information

Primary reporting format – business segments

At 30 September 2008, the Group is organised into nine main business segments: 

1.	A utomotive & Industrial Equipment 

2.	I ndustrial Gases & Energy

3.	F ood Retailing

4.	D istribution, Food Manufacturing & Logistics

5.	I nformation Technology & Communications (ITC) / Other Services 

6.	T ourism / Hospitality 

7.	P roperty / Construction Services 

8.	F inancial Services 

9.	H ead Office
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For the year ended 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars
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For the year ended 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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5	 Segment information (continued)

Primary reporting format – business segments (continued)

Inter-segment transfers or transactions are entered into under the normal commercial terms 

and conditions that would also be available to unrelated third parties.

Capital expenditure comprises additions to property, plant and equipment (Note 6). 

Secondary reporting format – geographical segments

The Group’s nine business segments operate in two main geographical areas, even though 

they are managed on a regional basis.

The main operations occur in the home country of the Company.  The areas of operation are 

principally trading, manufacturing, service industries and finance.

			 

		  				    Total	                    	Capital

			   Sales			   Assets		                Expenditure

		  2008	 2007	 2008	 2007	 2008	 2007

	

Trinidad and Tobago	 4,523,114	 3,899,496	 3,340,559	 3,041,680	 153,635	 156,874

Overseas	 3,180,606	 1,186,367	 4,953,324	 873,623	 85,720	 28,939

		  7,703,720	 5,085,863	 8,293,883	 3,915,303	 239,355	 185,813
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6	 PROPERTY, PLANT AND EQUIPMENT (continued)

The fair value of the investment property amounted to $620,048 (2007:$252,284) and is valued 

by an independent, professionally qualified valuer.

Depreciation expense of $93,683 (2007: $59,451) has been charged in cost of goods sold and 

$91,143 (2007: $58,232) in ‘selling, general and administration expenses’.

Bank borrowings are secured on land and buildings for the value of $506,168 (2007: 

$73,541).

7	G oodwill	

				    2008	 2007

			   $	 $

At 1 October

Cost			   216,623	 114,869

Accumulated impairment		  	 (38,532)	 (21,730)

Net book amount			   178,091	 93,139

Year ended 30 September

Opening net book amount			   93,139	 94,075

Adjustments			   -	 1,221

Acquisition of subsidiary (Note 33)			   31,381	 870

Acquisition of minority interest			   19,741	 -

Acquisition of BS&T (Note 33)			   50,632	 -

Impairment charge (Note 26)			   (16,802)	 (3,027)

Closing net book amount			   178,091	 93,139

Goodwill is allocated to the Group’s cash-generating units (“CGUs”) identified according to 

country of operation and business segment.
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For the year ended 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

7	G oodwill (continued)

Included in the impairment charge is $11,247 which relates to the impairment of the goodwill 

for Insertech Aruba N.V. which closed operations in 2008. 

A segment-level summary of the goodwill allocation is presented below.

	      	2008					    2007

	 Trinidad			   Trinidad

	 & Tobago	O verseas	 & Tobago	O verseas

Automotive & Industrial Equipment 	 3,223	 -	 4,042	 -

Energy Industrial & Gases	 32,671	 2,485	 33,175	 13,865	

Food Retailing	 15,146	 52,699	 16,577	 -

Distribution, Food Manufacturing 

  & Logistics 	 -	 4,051	 -	 -

Property/Construction Services	 24,610	 -	 24,610	 -

Financial Services	 -	 42,231	 -	 -

Head Office and Other	 -	 975	 -	 870

Group Total	 75,650	 102,441	 78,404	 14,735

The recoverable amount of CGUs is determined based on value-in-use calculations.  These 

calculations use pre-tax cash flow projections based on financial budgets approved by 

management covering a five-year period. 

Key assumptions used for value-in-use calculations:

			   Trinidad

			   & Tobago	O verseas

Growth rate¹			   3 – 8%	 5%

Discount rate²			   10%	 12%

¹ Weighted average growth rate used to extrapolate cash flows beyond the budget period

² Pre-tax discount rate applied to the cash flow projections 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

7	G oodwill (continued)

 These assumptions have been used for the analysis of each CGU within the business segment.  

Management determined budgeted gross margin based on past performance and its expectations 

for the market development.  The weighted average growth rates used are consistent with the 

forecasts included in industry reports.  The discount rates used are pre-tax and reflect specific 

risk relating to the relevant segments.

8	Ot her Intangibles

Intangible assets acquired in 2008 resulted from the purchase of an additional 69.1% in The 

Barbados Shipping & Trading Company Limited. Amounts shown under other intangibles 

represent brands and have been recognised at fair value at the acquisition date. These assets 

are expected to have an indefinite life and no impairment has been recorded during the period 

presented.

Year ended 30 September 2008					   

         		  	 Brands	  Total

			   $	  $ 

Acquisition of a subsidiary (Note 33)			   36,550	 36,550

Impairment charge 			   -	 -

Closing net book amount			   36,550	 36,550

At 30 September 2008

Cost 			   36,550	 36,550

Accumulated impairment			   -	 -

Net book amount			   36,550	 36,550
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For the year ended 30 September 2008
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

9	 Investments in associated companies	

			   2008	 2007

			   $	 $

Investment and advances			   339,771	 375,284

Share of post acquisition reserves			   101,184	 140,846

					   

			   440,955	 516,130

Balance at beginning of year			   516,130	 330,087

Acquisition of BS&T (Note 33)			   308,701	 -

Additional investments			   25	 144,448

Fair value adjustment 			   9,237	 -

Share of results before tax			   73,449	 70,911

Share of tax			   (3,855)	 (4,312)

Dividends received			   (20,403)	 (16,220)

Loans and advances			   14,879	 (2,989)

Disposal of associates			   (626)	 -

BS&T transferred from an associate to a subsidiary			   (454,284)	 -

Exchange differences			   (2,763)	 1,804

Other			   465	 (7,599)

Balance at end of year			   440,955	 516,130

In the prior year the principal associate was Barbados Shipping & Trading Company Limited, 

which is incorporated in Barbados (27.9% interest held).

	

Cost of investment			   -	 314,260

Share of post-acquisition reserves			   -	 89,889

Negative goodwill arising on acquisition			   -	 37,416

					   

			   -	 441,565
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For the year ended 30 September 2008
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

9	 Investments in associated companies (continued)	

The share of results before tax includes $766 (2007 – $766) representing the impairment charge 

for goodwill in respect of acquisition of associates.  Investments in associates at 30 September 

2008 include goodwill of $12,410 (2007 - $13,176), net of accumulated impairment of $4,394 

(2007– $3,628).

 

10	 Credit quality of financial assets

Credit quality – investments ($’000)

	 		  Sub-	

	L ow	 Standard	 Standard	

	 Risk	 Risk	 Risk	 Impaired

	 $	 $	 $	 $

Investments – available for sale

2008	 304,146	 238,972	 -	 -

2007	 68,411	 -	 -	 -

Credit quality – other financial assets 

	 	 Past due		  Provision

	 Fully	 but not 		  For

	 Performing	 Impaired	 Impaired	Impairment

	  $	 $	 $	 $

2008

Installment credit and other loans	 301,661	 5,240	 12,633	 (19,110)

Trade receivables	 635,544	 270,134	 28,526	 (64,233)

	 937,205	 275,374	 41,159	 (83,343)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

10	 Credit quality of financial assets (continued)

Credit quality – other financial assets (continued)

		  Past due		  Provision

	 Fully	 but not 		  For

	 Performing	 Impaired	 Impaired	Impairment

	  $	 $	 $	 $	

2007

Installment credit and other loans	 275,252	 5,544	 12,836	 (15,051)

Trade receivables	 333,736	 111,213	 10,312	 (23,049)

	

	 608,988	 116,756	 23,148	 (38,100)

The provision for impairment amounts comprise specific and portfolio provisions and as such 

may exceed the value of the impaired assets.

The credit quality of other investments has been analysed into the following categories: 

Low Risk - These comprise of Sovereign Debt Investments where there has been no history of 

default. 

Standard - These financial assets are current and have been serviced in accordance with the 

terms and conditions of the underlying agreements. 

Sub-Standard - These financial assets are either greater than 90 days in arrears but are not 

considered to be impaired or have been restructured in the past year. 

Impaired - These financial assets are non-performing.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

11	L ong term investments	

				    2008	 2007

			   $	 $

Beginning of the year			   68,411	 38,720

Exchange differences			   (571)	 (14)

Change in market value			   (2,245)	 1,228

Acquisition of BS&T (Note 33)			   483,293	 -

Additions			   5,201	 30,187

Gains on disposal			   -	 -

Proceeds from disposal			   (11,752)	 (1,710)

Transfers to subsidiaries			   781	 -

End of the year			   543,118	 68,411

Available-for-sale financial assets include the following:	

Bonds and treasury bills			    147,747	 43,804

Quoted securities			   121,277	 23,881

Unquoted securities			   262,071	 481

Other			   12,023	 245

			   543,118	 68,411

The maximum exposure to credit risk at the reporting date is the carrying value of the debt 

securities classified as available for sale.

 

12	Deferre d income tax

	

Deferred income tax assets and liabilities are offset when there is a legally enforceable right 

to offset current tax assets against current tax liabilities and when the deferred income taxes 

relate to the same fiscal authority.

Deferred income taxes are calculated in full on temporary differences under the liability method 

using a principal tax rate of 25% (2007: 25%).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

12	Deferre d income tax (continued)

The movement in the deferred income tax account is as follows:

Deferred income tax liabilities			   2008	 2007

			   $	 $

		

Balance at beginning of year			   103,002	 70,000

Acquisition of subsidiaries (Note 33)			   1,630	 -

Fair value adjustment (Note 33)			   1,859	 -

Charge for the year		  	 21,885	 24,911

Exchange adjustment			   664	 (512)

Other movements			   13,446	 8,603

Balance at end of year			   142,486	 103,002

The movement in the deferred tax liabilities during the year ended 30 September, 2008 is as 

follows:

	 	Charged to

		  Income	

		  Statement	O ther

	 30.09.07	 (Note 29)	Movements	 30.09.08

	 $	 $	 $	 $

Accelerated tax depreciation	 44,209	 6,513	 (3)	 50,719

Pension plan surplus	 29,645	 5,372	 14,091	 49,108

Other	 29,148	 10,000	 3,511	 42,659	

	

	 103,002	 21,885	 17,599	 142,486
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

12	Deferre d income tax (continued)

Deferred income tax liabilities (continued)

	The movement in the deferred tax liabilities during the year ended 30 September 2007 is as 

follows:	

		 Charged to

		  Income	

		  Statement	O ther

	 30.09.07	 (Note 29)	Movements	 30.09.08

	 $	 $	 $	 $

Accelerated tax depreciation	 34,529	 10,653	 (973)	 44,209

Pension plan surplus	 25,576	 4,258	 (189)	 29,645

Other	 9,895	 10,000	 9,253	 29,148

	

	 70,000	 24,911	 8,091	 103,002

					   

Deferred income tax assets

The movement in the deferred tax assets during the year ended 30 September 2008 is as 

follows:

			   2008	 2007

			   $	 $

Balance at beginning of year			   18,691	 13,924

Acquisition of subsidiary (Note 33)			   37,599	 -

Charge for the year			   3,996	 1,425

Other movements			   -	 3,342

Balance at end of year			   60,286	 18,691

			 



72

For the year ended 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

12	Deferre d income tax (continued)

Deferred income tax assets (continued)

The movement in the deferred tax assets during the year ended 30 September 2008 is as 

follows:	

	 	 Credited/

		 (Charged) to

		 Consolidated

		  Income	

		  Statement	O ther

	 30.09.07	 (Note 29)	Movements	 30.09.08

	 $	 $	 $	 $

Accelerated depreciation	 10,034	 (2,571)	 3,059	 10,522

Tax losses carried forward	 8,657	 6,567	 34,540	 49,764	

	

	 18,691	 3,996	 37,599	 60,286

Other movements comprise:			   2008	 2007

			   $	 $

Acquisition of subsidiary (Note 33)			   37,836	 -

Group loss relief			   -	 104

Foreign exchange differences			   220	 (160)

Other			   (457)	 3,398	

			   37,599	 3,342

 



73   

For the year ended 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars
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12	Deferre d income tax (continued)

Deferred income tax assets (continued)

	

The movement in the deferred tax liabilities during the year ended 30 September 2007 is as 

follows:

		  Credited/

		 (Charged) to

		 Consolidated

		  Income	

		  Statement	O ther

	 30.09.07	 (Note 29)	Movements	 30.09.08

	 $	 $	 $	 $

Accelerated depreciation	 4,916	 1,775	 3,343	 10,034

Tax losses carried forward	 9,008	 (350)	 (1)	 8,657	

	

	 13,924	 1,425	 3,342	 18,691

Deferred income tax assets are recognised for tax loss carry-forwards to the extent that the 

realisation of the related tax benefit through the future taxable profits is probable. 
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13	 Installment credit and other loans

	

These represent the installment credit and other loans granted mainly by General Finance 

Corporation Limited.

			   2008	 2007

			   $	 $

Amounts due within one year			   95,189	 105,579

Between two and five years			   214,179	 176,431

Over five years		  	 10,166	 11,622

					   

			   319,534	 293,632

Provision for losses			   (19,110)	 (15,051)

			 

			   300,424	 278,581

Due within one year		  	 (76,079)	 (90,528)	

					   

		  	 224,345	 188,053

13.1	 Sectoral analysis of installment credit and other loans

	

	C onsumer			   113,133	 83,755

	M anufacturing			   12,548	 13,303

	D istribution			   42,732	 33,884

	C onstruction			   50,426	 70,604

	T ransport			   40,109	 37,946

	A griculture			   1,541	 1,099

	P etroleum			   804	 1,035

	 Residential mortgages			   531	 595

	O ther  			   57,710	 51,411

				  

				    319,534	 293,632
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

13	 Installment credit and other loans (continued)

13.2	 Provision for losses

				    2008	 2007

			   $	 $

	B alance at beginning of year			   15,051	 6,059

	P rovision for interest on impaired loans			   -	 6,898

	C harge for the year		  	 4,059	 2,094

	

	B alance at end of year			   19,110	 15,051

The maximum exposure to credit risk at the reporting date is the carrying value of the 

installment credit and other loans. The group holds $354,908 (2007: $289,034) of 

collateral as security.	  

	

14	 Retirement benefit assets	

				    2008	 2007

			   $	 $

Neal & Massy Group Pension Fund Plan			   186,541	 116,058

Overseas plans			   48,714	 25,934

			 

		  	 235,255	 141,992

The pension plans were valued by an independent actuary using the projected unit credit 

method.
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14	 Retirement benefit assets (continued)

	 Neal & Massy Group Pension Fund Plan

The amounts recognised in the balance sheet are as follows:

				    2008	 2007

			   $	 $

	

Fair value of plan assets			   1,106,472	 1,024,355

Present value of obligation			   (781,301)	 (812,160)

			 

			   325,171	 212,195

Unutilisable asset			   (138,630)	 (96,137)

Asset in the balance sheet			   186,541	 116,058

The amounts recognised in the consolidated income statement are as follows:

	

Current service cost			   11,025	 9,081

Interest cost			   68,299	 66,024

Expected return on plan assets			   (93,445)	 (90,304)

Total included in other income			   (14,121)	 (15,199)

Actual return on plan assets			   110,387	 64,554

	

Movement in the asset recognised in the balance sheet:

	

Asset at beginning of year			   116,058	 96,666

Net pension income			   14,121	 15,199

Income recognised in retained earnings			   56,311	 4,139

Contributions paid			   51	 54

Asset at end of year			   186,541	 116,058
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14	 Retirement benefit assets (continued)

	 Neal & Massy Group Pension Fund Plan (continued)

The principal actuarial assumptions used were:

					   

		  	 Per annum	 Per annum

Discount rate			   8.5%	 8.5%

Future salary increases			   7%	 7%

Expected return on plan assets			   9.25%	 9.25%

Pre and post retirement indexing of pensions			   2.5%-5%	 2.5 - 5%

Assumptions regarding future mortality experience are set based on advice from published 

statistics and experience in each territory.

 

The average life expectancy in years of a pensioner retiring at age 60 is as follows:

				    2008	 2007

Male			   81	 81

Female			   85	 85

Overseas plans 			   2008	 2007

			   $	 $

The amounts recognised in the balance sheet are as follows:

Fair value of plan assets			   632,738	 158,486

Present value of funded obligations			   (549,406)	 (88,872)

					   

			   83,332	 69,614

Unutilisable asset			   (34,618)	 (43,680)

Asset in the balance sheet			   48,714	 25,934
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14	 Retirement benefit assets (continued) 

The amounts recognised in the consolidated income statement are as follows:

			   2008	 2007

			   $	 $

Current service cost			   7,795	 2,576

Interest cost			   28,195	 7,869

Expected return on plan assets			   (35,380)	 (11,767)

Net actuarial losses			   1,114	 -

Past service benefit			   80	 -

Losses on curtailments/settlements			   129	 -

Total included in other income			   1,933	 (1,322)

Actual return on plan assets			   10,986	 25,824

Movement in the asset recognised in the consolidated balance sheet:

Asset at beginning of year			   25,934	 21,209

Acquisition of BS&T (Note 33)			   46,827	 -

Increase in unutilisable asset			   8,902	 (11,149)

Income recognised in retained earnings			   (37,425)	 14,284

Net pension income		  	 (1,933)	 1,322

Contributions paid		  	 7,230	 1,817

Exchange adjustment			   (821)	 (1,549)

Asset at end of year			   48,714 	 25,934
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14	 Retirement benefit assets (continued) 

			   2008	 2007

	

The principal actuarial assumptions used were:

			P   er annum	P er annum

Discount rates			   7-13%	 7% - 12.5%

Future salary increases			   4 - 10%	 4% - 10%

Expected return on plan assets			   7 - 12%	 7%- 12.5%

Pre and post retirement indexing of pensions			   0 - 6%	 0% - 6%

Assumptions regarding future mortality experience are set based on advice from published 

statistics and experience in each territory.

The average life expectancy in years of a pensioner retiring at age 65 is as follows:

Male			   82	 82

Female			   86	 86

	

15	 Inventories	

				    2008	 2007

			   $	 $

Finished goods and goods for resale			   985,180	 411,539	

Goods in transit			   188,914	 219,418

Raw materials and consumables 			   113,597	 75,310

Work in progress			   24,292	 36,873	

			   1,311,983	 743,140

The cost of inventories recognized as expense and included in “cost of sales” amounted to 

$5,222,401 (2007: $3,571,711).
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16	 Trade and other receivables

				    2008	 2007

			   $	 $

Trade receivables			   934,204	 455,261

Less: provision for impairment of receivables			   (64,233)	 (23,049)

Trade receivables - net			   869,971	 432,212

Other debtors and prepayments			   868,133	 224,983

					   

			   1,738,104	 657,195

Given the short-term nature of the trade and other receivables, the fair value approximates the 

carrying amount of these assets.

There is no concentration of credit risk with respect to trade receivables, as the Group has a 

large number of customers, regionally dispersed.

 

Aging analysis – financial assets ($’000)

		    Past Due But Not Impaired

	 31 – 60 days	 61 – 90 days	 >90 days	 Total

	 2008

Installment credit and other loans	 3,705	 9,212	 18,865	 31,782

Trade receivables	 137,539	 75,832	 123,197	 336,568

Total	 141,244	 85,044	 142,062	 368,350

		

		    Past Due But Not Impaired

	 31 – 60 days	 61 – 90 days	 >90 days	 Total

2007

Installment credit and other loans	 2,288	 674	 15,499	 18,461

Trade receivables	 71,159	 19,436	 37,388	 127,983

Total	 73,447	 20,110	 52,887	 146,444
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16	 Trade and other receivables  (continued) 

Provision for Impairment ($’000)

			  Acquisition	 Provision	 Written	U nused	

	O pening 	 of		  for		  off during	 provisions	 Closing

	 Balance		 subsidiary	 Impairment	the year	 reversed	 balance

2008					   

	

Installment credit 

   and other loans	 15,051	 1	 4,058	 -	 -	 19,110

Trade receivables	 23,049	 37,007	 14,430	 (5,836)	 (4,417)	 64,233

Other debtors and 

   prepayments	 23,920	 (13,345)	 764	 (1,199)	 1	 10,141

	

	 62,020	 23,663	 19,252	 (7,035)	 (4,416)	 93,484

						    

			  Acquisition	 Provision	 Written	U nused	

	O pening 	 of		  for		  off during	 provisions	 Closing

	 Balance		 subsidiary	 Impairment	the year	 reversed	 balance

2007						    

Installment credit 

   and other loans	 13,790	   -	 3,408	 (2,147)	 -	 15,051

Trade receivables	 20,986	               -	 5,920	 (2,876)	 (981)	 23,049

Other debtors and 

prepayments	 23,920	 -	 -		  -	 -	 23,920

	

	 58,696	               -	 9,328		 (5,023)	 (981)	 62,020

The maximum exposure to credit risk at the reporting date is the carrying value of each class 

of receivable mentioned above. The group does not hold any collateral as security.
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17	 Cash and cash equivalents	

				    2008	 2007

			   $	 $

Cash at bank and in hand			   315,355	 286,634

Short-term bank deposits			   253,177	 282,710

		

			   568,532	 569,344

The effective interest rate on short-term bank deposits was 7% (2007: 7%); these deposits 

have an average maturity of 90 days.

Cash, cash equivalents and bank overdrafts include the following for the purposes of the cash 

flow statement:

Cash and cash equivalents			   568,532	 569,344

Bank overdrafts			   (149,621)	 (30,986)

Other short term borrowings			   (159,838)	 (103,800)

					   

			   259,073	 434,558
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18	 Share capital	

				  

	 Number 	O rdinary		

	 of Shares	 Shares	 Total

	 $	 $

At 1 October 2006	 88,874	 176,851	 176,851	

Employee share option scheme

 - value of services provided	 -	 1,958	 1,958

		

At 30 September 2007	 88,874	 178,809	 178,809

Employee share option scheme

 - value of services provided	 -	 2,561	 2,561

Share option exercised	 316	 11,020	 11,020

Acquisition of subsidiary (Note 33)	 10,278	 493,326	  493,326

Cost of issuing new shares	 -	 (6,210)	 (6,210)

				  

	 99,468	 679,506	 679,506

Shares held by subsidiary	 (3,500)	  (162,238) 	 (162,238)

At 30 September 2008	 95,968	 517,268	  517,268

The total authorised number of ordinary shares is unlimited with no par value.  All issued shares 

are fully paid.

The number of issued shares at 30 September 2008 includes 3,500,000 treasury shares held 

by The Barbados Shipping & Trading Company Limited. These shares were acquired with the 

acquisition of The Barbados Shipping & Trading Company Limited. The value of these shares 

as at 1 March 2008 has been deducted from shareholders equity.  
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

18	 Share capital (continued) 

	

Share options

Effective 1 October 2004, the Parent company introduced an executive share option plan.  Share 

options will be granted to individuals employed by the Parent company or its subsidiaries in a 

senior capacity including directors holding any executive office with the company or any of its 

subsidiaries. Options are granted at the average market price of the shares in the calendar month 

prior to the beginning of the applicable performance period and are exercisable at that price.  

Options are exercisable beginning three years from the date of grant and have a contractual 

option term of three years. When the options are exercised, the proceeds received net of any 

transaction costs are credited to share capital.  

Movements in the number of share options outstanding and their related weighted average 

exercise prices are as follows:

	                                                                              2008		                           2007

	 Average		  Average

	 Exercise		  Exercise	

	 Price in $	O ptions	 price in $	O ptions

At 1 October		  1,774	 34.90	 1,152

Granted	 47.52	 748	 37.03	 729

Forfeited		  (18)		  (107)

Exercised	 	 (316)		  -

At 30 September		  2,188		  1,774

Out of the 2,188 thousand outstanding options, 246 options were exercisable.
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18	 Share capital (continued) 

	

Share options (continued)

Share options outstanding at the end of the year have the following expiry date and exercise 

prices:

Expiry date – 1 October	 Exercise	                            Options

	 Price $	 2008	 2007

2007	 34.90	 246	 562

2008	 49.39	 483	 483

2009	 37.03	 711	 729

2010	 47.52	 748		

The fair value of options granted during the period determined using the Binomial valuation 

model was $5.85 (2007:  $4.34).  The significant inputs into the model were share price of 

$48.00 (2006:  $37.00) at the grant date, exercise price shown above, standard deviation of 

expected share price returns of 6% (2007:  8%), option life disclosed above, and annual risk-

free interest rate of 6.5% (2007:  6%). 

 

19	Di vidends per share 	

				    2008	 2007

			   $	 $

Interim paid – 40 cents per share (2007 – 36 cents)			   39,777	 31,995

Final paid –   90 cents per share (2007 – 74 cents)			   80,132	 65,767	

					   

			   119,909	 97,762

On 30th December 2008, the Board of Directors of Neal and Massy Holdings Limited declared 

a final dividend per share of $1.00, bringing the total dividends per share for the financial year 

ended 30 September 2008 to $1.40.    
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20	 Minority Interests	

				    2008	 2007

			   $	 $

Balance at beginning of year			   67,088	 57,710

Acquisition of BS&T (Note 33)			   390,621	 -

Disposals			   -	 (983)

Share of net profit of subsidiaries			   29,695	 28,823

Dividends paid/proposed			    (26,599)	 (17,987)

Other movements			   -	 (475)

Balance at end of year			   460,805	 67,088

 

21	 Borrowings	

				    2008	 2007

			   $	 $

Fixed interest mortgage loans			   473,501	 103,857

Secured Floating Rate Bonds 2007			   -	 171

Other secured advances			   298,105	 221,180

Unsecured advances			   1,353,365	 275,131

Bank overdrafts and other short term borrowings			   309,459	 134,786

Total borrowings			   2,434,430	 735,125

Less short term borrowings			   (691,722)	 (219,960)

		

Medium and long term borrowings 			   1,742,708	 515,165

Short-term borrowings comprise:

Bank overdrafts and other short term borrowings			   309,459	 134,786

Current loan instalments			   382,263	 85,174

			   691,722	 219,960
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

21	 Borrowings (continued)

Total borrowings include secured liabilities (bank and collateralised borrowings) of $634,309 

(2007: $230,851). Bank borrowings are secured by the land and buildings of the Group (Note 

6). 

The exposure of the Group’s borrowings to interest rate changes and the contractual repricing 

dates at the balance sheet dates are as follows:

				    2008	 2007

			   $	 $

6 months or less			   309,459	 134,786

6-12 months			   514,970	 85,174

1-5 years			   1,206,809	 260,156

Over 5 years			   403,192	 255,009

		  	 2,434,430	 735,125

 

The maturity of borrowings is as follows:

Payable within one year			   382,264	 85,174

Payable between two and five years			   786,349	 260,156

Payable between six and ten years		  	 336,825	 231,068

Payable over ten years			   616,536	 23,941

					   

			   2,124,974	 600,339	



88

For the year ended 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

21	 Borrowings (continued)

Interest charges on secured and unsecured loans vary from 5% to 12.5% (2007 - 4% to 12.5%) 

per annum.

The effective interest rates in 2008 were as follows:

	 	 2008			   2007

	U S$	 TT$	   Other	   US$	   TT$	O ther

	 %	   %	 %	   %	    %	 %	

	

Fixed interest mortgage loans     	 -	 8-10	 -	 -	 8-10	 4-5.5

Secured floating rate bonds 2007	 -	 -	 -	 5	 -

Other mortgage loans	 -	 8-11	 -	 -	 8-11	 - 

Other secured advances	 7-9	 6-12	 5-5	 7-9	 6-12	 5.5

Unsecured advances	 5-8	 8.75	 -	 6-8.5	 8.75	 -

Bank overdrafts and other 

  short term borrowings	 8.7-10.5	 9-12	 12.20	 8.7-10.5	 9-12	 12-20

The carrying amounts of short-term borrowings and current borrowings approximate their fair 

value.

The carrying amounts of the Group’s borrowings are denominated in the following 

currencies: 

			   2008	 2007

			   $	 $

US dollar			   990,087	 204,138

Trinidad and Tobago dollars			   791,271	 349,101

Barbados dollars			   343,616	 47,100

			 

			   2,124,974	 600,339

	

The Group has the undrawn borrowing facilities amounting to $385,815 (2007 – $259,750).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

22	 Customers’ deposits	

These represent the deposits for fixed terms accepted mainly by General Finance Corporation 

Limited.

				    2008	 2007

			   $	 $

Payable within one year			   349,119	 304,775

Payable between one and five years			   888	 1,366	

			   350,007	 306,141

Sectorial analysis of deposit balances

Private sector			   72,817	 51,057

Consumers		  	 277,190	 255,084

			   350,007	 306,141

23	 Provisions for other liabilities and charges

	

The Company maintains a self-insured program covering portions of Group life and consequential 

loss insurance.  The amounts in excess of the self-insured levels are fully insured; subject to 

certain limitations and exclusions.  The Company accrues its estimated liability for these self 

insured programs, including estimates for insured but not reported claims, based on known 

claims and past claims history.  The remaining balance for provisions for other liabilities and 

charges stem from accruals for outstanding tax claims or assessments.			 

	

	

24	 Trade and other payables	

				    2008	 2007

			   $	 $

Trade creditors			   911,722	 449,219

Other creditors and accruals		  	 564,482	 320,761

		  	 1,476,204	 769,980

 



90

For the year ended 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

25	Liabi lities on insurance contracts

The major classes of general insurance written by the Group’s insurance operations include 

motor, property, and other miscellaneous types of general insurance. Risks under these policies 

usually cover a twelve month duration. Liabilities are comprised as follows:

					   

				    2008	

				    $	

Outstanding claims				    402,799	

Unearned premiums				    252,244	

Balance Sheet				    655,043	

Movement in outstanding claims reserve may be analyzed as follows:	

				  

		  	 Insurance	 Reinsurers’	

			   liabilities	 share

			   2008	 2008	

			   $	 $	

	

Acquisition of Subsidiaries			   372,673	 112,833

Claims incurred		  	 187,224	 138,784

Claims paid			   (157,098)	 (49,429)

	

			   402,799	 202,188	
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25	Liabi lities on insurance contracts (continued)

Movement in the unearned premium reserve may be analyzed as follows:	

				  

		  	 Insurance	 Reinsurers’	

			   liabilities	 share

			   2008	 2008	

			   $	 $	

Acquisition of Subsidiaries			   119,554	 70,347

Premiums written in the year			   384,530	 213,663

Premiums earned in the year			   (251,840)	 (131,732)

	

			   252,244	 152,278	

	

The reinsurers’ share of outstanding claims and unearned premium reserves are included in 

accounts receivable. Claims reserves comprise provisions for claims reported by policyholders and 

claims incurred but not yet reported and are established to cover the ultimate cost of settling 

the liabilities in respect of claims that have occurred and are estimated based on known facts 

at the balance sheet date. Outstanding claims reserves are not discounted for the time value 

of money.

The principal assumption underlying the estimates is past claims development experience. This 

includes assumptions in respect of average claims costs and claims numbers for each accident 

year. In addition, larger claims are separately assessed by loss adjusters. Judgment is used to 

assess the extent to which external factors such as judicial decisions and government legislation 

affect the estimates. The ultimate liabilities will vary as a result of subsequent developments. 

Difference resulting form reassessment of the ultimate liabilities are recognized in subsequent 

periods.
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26	Operatin g profit before finance costs	

			   2008	 2007

			   $	 $

Revenue			   7,703,720	 5,085,863

Cost of sales		  	 (5,665,849)	 (3,776,292)

Gross profit		  	 2,037,871	 1,309,571

Selling, general and admin expenses			   (1,490,132)	 (922,297)

Other income			   155,762	 115,894

			   703,501	 503,168	

Selling, general and administration expenses include the following:

Administration staff costs			   591,677	 344,928

Depreciation 			   91,143	 58,232	

Impairment of goodwill			   16,802	 3,027

Directors’ fees			   1,426	 1,687

Operating lease rentals			   26,841	 20,218

	

27	  Staff costs

Wages and salaries and termination benefits 			   743,153	 450,348

Share options granted to directors and employees			   2,561	 1,958

Pension costs			   21,086	 4,396

Employment Retirement Benefit			   9,011	 9,869

			   775,811	 466,571

Average number of persons employed by the Group during the year:

Full time			   8,363	 4,847

Part time			   2,553	 1,795

			   10,916	 6,642
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28	 Finance costs - Net	

				    2008	 2007

			   $	 $

Interest expense:

Bank borrowings			   71,428	 29,476

29	  Income tax expense	

Trinidad and Tobago subsidiaries			   130,029	 99,543	

Overseas subsidiaries			   49,220	 19,327

Associated companies			   3,855	 4,312

Deferred taxation (Note 12)			   17,889	 23,486

					   

		  	 200,993	 146,668

	

The Group’s effective tax rate of 28% (2007 – 27%) 

  differs from the statutory Trinidad and Tobago tax rate 

  of 25% as follows:

Profit before taxation			   705,522	 544,603	

	

Tax calculated at a tax rate of 25%			   176,380	 136,151

Effect of different tax rates in other countries		  	 18,840	 13,121

Income not subject to tax		  	 (36,839)	 (16,047)

Expenses not deductible for tax purposes			   26,996	 8,968

Business levy/green fund levy/withholding taxes			   11,075	 6,226

Other adjustments			   5,805	 -

Adjustments to prior year tax provisions			   (1,264)	 (1,751)

Tax charge			   200,993	 146,668	
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30	 Earnings per share

Basic

Basic earnings per share is calculated by dividing the profit attributable to equity holders of the 

Company by the weighted average number of ordinary shares in issue during the year.

				    2008	 2007

			   $	 $

Profit attributable to shareholders			   474,834	 369,112

Weighted average number of ordinary shares in issue			   93,019	 88,875

Basic earnings per share			   5.10	 4.15

Weighted average number of ordinary shares

   for diluted earnings per share		  	 93,515	 89,112

Diluted earnings per share ($ per share)			   5.07	 4.14

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary 

shares outstanding to assume conversion of all dilutive potential ordinary shares. The Company 

has one category of dilutive potential ordinary shares: share options. For the share options, a 

calculation is done to determine the number of shares that could have been acquired at fair 

value (determined as the average annual market share price of the Company’s shares) based 

on the monetary value of the subscription rights attached to outstanding share options. The 

number of shares calculated as above is compared with the number of shares that would have 

been issued assuming the exercise of the share options.
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30	 Earnings per share (continued)

Basic (continued)

			   2008	 2007

Profit attributable to equity holders of the Company			   474,834	 369,112

Weighted average number of ordinary shares

  in issue (thousands)			   93,019	 88,875

Adjustments for: 

share options (thousands)			   496	 237

Weighted average number of ordinary shares for 

  diluted earnings per share (thousands)			   93,515	 89,112

Diluted earnings per share ($ per share)			   5.07	 4.14

					   

	

31	 Contingencies

At 30 September 2008 the Group had contingent liabilities in respect of bank and other 

guarantees and other matters arising in the ordinary course of business from which it is 

anticipated that no material liabilities will arise.  In the ordinary course of business the Group 

has given guarantees amounting to $272,506 (2007 – $357,294) to third parties of which 

$134,500 (2007: $226,800)   amount relates to Cool Petroleum Limited. 

Group companies are defendants in various legal actions.  In the opinion of the directors, after 

taking appropriate legal advice, the outcome of such actions will not give rise to any significant 

loss. 
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32	 Commitments 

	

	C apital commitments

	

Capital expenditure contracted for at the balance sheet date but not yet incurred is as 		

follows:

				    2008	 2007

			   $	 $

Property, plant and equipment			   27,655	 13,480

	

Operating lease commitments - where a Group Company is the lessee

The Group leases various retail outlets, offices and warehouses under non-cancellable operating 

lease agreements. The leases have varying terms, escalation clauses and renewal rights.

The Group also leases various plant and machinery under cancellable operating lease agreements. 

The Group is required to give a six-month notice for the termination of these agreements. 

The future aggregate minimum lease payments under non-cancellable operating leases are as 

follows:

No later than 1 year			   85,136	 21,363

Later than 1 year and no later than 5 years		  	 89,301	 49,644

Later than 5 years			   69,901	 53,088

			 

			   244,338	 124,095

	

Operating lease commitments - where a Group 

  company is the lessor are as follows:

Less than one year			   12,238	 42,623

One year to five years			   19,423	 36,707

					   

			   31,661	 79,330
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33	  Business Combinations		

		

The Group made two acquisitions in 2008, details of which are disclosed separately. The net 

assets and results of the acquired businesses are included in the consolidated accounts of the 

Group from the date of the acquisitions. The fair value currently established for acquisitions 

made in the year are provisional. Acquisition accounting has been applied and the goodwill 

arising, where applicable, has been capitalised and is subject to annual impairment testing.

(i) 	 The Barbados Shipping & Trading Company Limited (“BS&T”)

	A s at 18 February 2008, the Group acquired a further 69.1% in BS&T, a diversified public 

corporation listed on the Barbados and Trinidad & Tobago stock exchanges. BS&T’s main 

activities involve food retailing, insurance and property. Many of its principal businesses are 

market leaders in their respective sectors. Goodwill arising from this acquisition is attributable 

mainly to synergies which would be derived from the combination of Neal & Massy’s and 

BS&T’s operations. For 2008 The Barbados Shipping & Trading Company Limited contributed 

$1.5 billion in revenue and $70.6 million in profit before tax from the date of acquisition.

	T he fair value of the identifiable assets and liabilities of BS&T as at the date of the acquisition 

is as follows:

 		  Book Value	 Fair Value 	 Fair value 	

			  adjustments		

Property, Plant and Equipment	 1,503,473 	 191,133 	 1,694,606

Goodwill	 34,703 	 (3,322)	  31,381

Other Intangibles	 -	 36,550	 36,550

Investment in Associates	 405,505	 9,237 	 414,742

Other assets and Investments	 692,428	 (60,734)	  631,694

Inventories	 321,949	 (7,002)	  314,947

Trade and other Receivables 	 788,666	 (28,473)	  760,193

Cash & Cash Equivalents	 629,561	 37	 629,598

Borrowings	 (932,819)	 -	 (932,819)

Unearned Premiums & Outstanding Claims	 (492,227)	 -	   (492,227)

Other long term liabilities and charges	 (418,756)	 (13,608)	 (432,364)

Trade and other payables	 (768,965)	  (23,432)	  (792,397)

Net assets	 1,763,518	 100,386	 1,863,904
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33	 Business Combinations (continued)

(i) 	 The Barbados Shipping & Trading Company Limited (“BS&T”) (continued)

		  Book Value	 Fair Value 	 Fair value 	

			  adjustments

Fair value of net assets acquired (69.1%)				    1,287,960 

Purchase Price				     1,338,592 

Goodwill arising on acquisition (Note 7)				    50,632 

Purchase price allocation			    

Cash				    807,983 

Shares issued under the take over bid (Note 17)				     493,326 

Costs associated with the acquisition				     37,283 

Total purchase price	  	 		   1,338,592 
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33	 Business Combinations (continued)

(ii) 	Pereira & Company Limited

	O n 17 October 2007, the Group acquired a 100% shareholding in Pereira & Company 

Limited through the purchase of the Company’s assets including its subsidiary, Pereira 

Finance Corporation. Pereira & Company Limited is a major supplier in Trinidad & Tobago 

of office equipment and furnishings. 

	T he fair value of the identifiable assets and liabilities of Pereira & Company Ltd as at the 

date of the acquisition is as follows:

	 Book Value	 Fair Value 	 Fair value 	

			   adjustments

Property, plant and other net

      current assets	 22,002	 26,062	 48,054

Consideration – cash				    23,448

Negative goodwill arising on consolidation				    (24,606)

The trading results of Pereira & Company Limited during the period since the date of 

acquisition have not been disclosed because it is not material.
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34	 Related party transactions

The ultimate parent of the Group is Neal and Massy Holdings Limited (incorporated in Trinidad 

and Tobago).

The following transactions were carried out with related parties:

		

				    2008	 2007

			   $	 $

	

i)	S ales of goods and services:		

	S ales of goods:					   

 

	 - Associates			   11,457	 9,571

	G oods are sold on the basis of the price lists 

	    in force with non-related parties.

ii)	P urchases of goods and services:	

	P urchases of goods:				  

	

	 - Associates			   1,284	 2,678

		

	G oods are bought on the basis of the price lists 

	    in force with non-related parties.

iii)	Key management compensation:	

						    

Salaries and other short-term employee benefits			   50,416	 46,450

	     Post-employment benefits			   3,906	 3,599

	     Share-based payments			   2,561	 1,958

				    56,883	 52,007

	

For the year ended 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars
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34	 Related party transactions (continued)

				    2008	 2007

			   $	 $

iv)	Year-end balances arising from sales/purchases of goods/services:	

	 Receivables from related parties:					   

Associate			   7,295	 6,880

		

	P ayables to related parties:		

	A ssociates			   4,797	 1,466

	

	

v)	L oans to associates:

		

	B eginning of year			   13,871	 22,949

	A cquisition of subsidiary			   12,901	 -

	L oans advanced during year			   9,576	 -

	L oans repayments			   (13,412)	 (9,184)

	I nterest charged			   1,443	 438

	I nterest received			   -	 (375)

	O ther movements			   (3,857)	 43

	E nd of the year		  	 20,522	 13,871

		

vi) Loans from associates:		

	

	B eginning of year			   25,227	 25,366

	L oans repayments			   (18,713)	 -

	I nterest charged			   -	 -

	I nterest received			   -	 -

	O ther movements			   (238)	 (139)

	E nd of the year			   6,276	 25,227

	

For the year ended 30 September 2008
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34	 Related party transactions (continued)

				    2008	 2007

			   $	 $

	

vii)	T otal loans to other related parties:

	

	B eginning of year			   15,729	 14,531

	L oans advanced during year			   -	 -

	L oan repayments received			   (1,410)	 -

	I nterest charged			   1,382	 1,198	

Interest received			   (930)	 -

	O ther movements			   -	 -

			 

	E nd of the year		  	 14,771	 15,729

				  

	T he loans to associates are due on demand and carry interest rates between 4.2 % – 12.5%. 

No provision has been required in 2008 and 2007 for the loans made to associates.

viii) Goods are purchased from entities controlled by non-executive directors of the Company 

on normal commercial terms and conditions. The purchases during the current year 

amounted to $53,537 (2007: $59,675).

ix)	C ommitments and contingencies

	

	T he related party guarantee in relation to Cool Petroleum Limited is described in Note 

31.

For the year ended 30 September 2008
Expressed in thousands of Trinidad and Tobago dollars

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS



103   

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS



104


