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MISSION  STATEMENT

Our mission is to be a catalyst for the development 
of a dynamic small to medium sized business sector 

through the provision of non-traditional financing instruments 
and professional expertise to businesses in the productive sectors, 

with strong profit making and growth potential.
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CORPORATE PROFILE
Enterprise Growth Fund Limited (EGFL) was 
formed in 1998 as part of Government�s 
initiative to respond to the void created in the 
supply of risk capital financing.  EGFL, from its 
own capital account, provides loan financing 
and venture capital (equity financing) ranging 
from $100,000 to $1.5 million to dynamic, 
small and medium sized Barbadian companies 
in the productive sectors.  In addition, EGFL 
provides business advisory services and 
technical assistance to its client companies.  

EGFL currently manages the following: 
! Small Hotels Investment Fund (SHIF) 
" Tourism Loan Fund (TLF) 
# Agricultural Development Fund (ADF) 
$ Industrial, Investment and Employment 

Fund (IIEF)  
% Innovation Fund (IF)

Governing Bodies of Funds under 
Management
Each Fund under management has its own 
corporate governance structure and is governed 
by independent committees or boards of 
trustees.  EGFL, as Fund Manager, manages all 
of the respective Funds by delegated authority. 
The approval/rejection of project proposals 
submitted for funding is undertaken by the 
respective board or committee vested with 
the responsibility for reviewing and approving 
project proposals.

Overview of Funds under Management

Small Hotels Investment Fund 
The $35 million Small Hotels Investment Fund 
(SHIF) provides financing to small hotels that 
are members of the Intimate Hotels of Barbados 
(Intimate Group) to assist with the refurbishing 
of their properties. It also provides funding 
to assist with group marketing, training and 
the procurement of goods and services for 

membership of the Intimate Group.   The 
maximum loan size is $3.8 million and the 
interest rate is fixed at 5% per annum.  

Tourism Loan Fund
The Tourism Loan Fund provides loans for 
the refurbishing and upgrading of hotels and 
attractions and/or for the construction of 
facilities to be used for the purpose of carrying 
on business in the areas of historical, cultural 
and natural heritage attractions. The maximum 
loan size is the higher of $4.5 million or 15% of 
the total capitalisation of the Fund. The interest 
rate is currently set at 7.5% per annum.

Agricultural Development Fund (ADF)
The Agricultural Development Fund provides 
loan financing from $50,000 to $1 million 
to help Barbados� farming and fishing 
communities become more competitive.  
The ADF also provides incentives, technical 
assistance and grants. The interest rate is 
currently set at 6.5% per annum.

Industrial, Investment and Employment 
Fund (IIEF)
The Industrial, Investment and Employment 
Fund provides loan and equity financing up 
to $2 million, on attractive terms, to help 
local manufacturers create growth-oriented 
companies.  The interest rate is currently set at 
5.5% per annum.

Innovation Fund
The Innovation Fund provides seed capital from 
$25,000 to $250,000 and technical expertise 
to entrepreneurs who have an innovative idea 
and are in need of funds to commercialise their 
ideas.  Assistance is provided to businesses 
with an innovative and marketable idea that 
have the potential to earn or save foreign 
exchange. 
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The financial year ended December 2006 was 
another successful year for EGFL and its Funds 
under management.  In the period under 
review, EGFL reported a satisfactory level of 
approvals and disbursements and at the same 
time recorded its third consecutive year of 
profitability.  This performance is particularly 
heartening when one considers that EGFL 
has a mandate to provide concessionary loan 
and equity capital to small and medium sized 
enterprises (SMEs).  We are convinced that our 
presence in the market as the leading provider 
of developmental finance is truly making a 
difference in the SME sector because without 
our assistance many of our client companies 
would not be in existence today. 

Economic Overview
The Barbados economy experienced healthy 
growth of approximately 3.5% in 2006. 
Expansion in the economy was predominantly 
driven by the strength of the non-traded 
sectors in comparison to the modest 
performance of the traded sectors. This marks 
the fifth consecutive year that the economy 
has reported growth as the non-traded sectors 
outperformed the traded sectors.  

Economic development continued to be 
principally fuelled by a thriving construction 
sector in response to tourism sector demands 
and the implementation of governmental 
capital expenditure programmes in preparation 
for Cricket World Cup 2007 (CWC 2007). 

Subsequent to growth of 13.5% in 2005, it was 
estimated that real output in the construction 
sector advanced by a further 7.0% in 2006. 
Real output in the tourism sector grew by 
approximately 2.5%, in comparison to the 2.2% 
decline experienced in 2005, as the increase 
in long-stay arrivals more than outstripped 
the fall experienced in cruise arrivals. Given 
the overall increase in the level of disposable 
income, the wholesale and retail industry grew 
by 5.3% in 2006, while value added in the 
transportation, storage and communication 
industry reportedly increased by 8.1%.

In 2005, the Central Bank of Barbados 
implemented restrictive monetary measures 
in an effort to curb the growth of commercial 
credit and to protect the country�s net 
international reserves. This programme was 
extended into 2006 and appears to have had 
a positive impact, as there was a continued 
squeeze on liquidity in the commercial banking 
sector.  
   
The global economy appears to have stabilized 
subsequent to the overwhelming impact of 
the oil crisis and unusual weather conditions 
experienced in 2005. This trend was also 
generally reflected in the domestic and regional 
economy. As this shadow of ambiguity steadily 
clears, the local SME sector seems to be 
strategically aligning itself to take advantage 
of the encouraging economic conditions. As a 
result, there continues to be steady demand by 

DIRECTORS� REPORT

2006 OPERATING HIGHLIGHTS - EGFL

For the Year  2006 2005 2004
Total Assets  ($) 14,484 14,171 11,879
Investments/Loans Receivable  ($) 7,749 8,324 5,325
Stated Capital  ($) 10,542 6,572 5,242
Total Revenue ($) 2,742 2,678 1,978
Net income after taxation  653 817 406
Provision for investment/loan losses  ($) 1,606 1,105 870
No. of clients  23 21 18
Employees  11 10 9
Key Performance Measures
Return on Equity (%)  5.90 12.67 9.46
Efficiency (%)  75.44 59.76 85.67
Investment/loan loss provision (%)  6.07 2.84 (1.55)
Delinquency Ratio � Loans in arrears 
over 90 days (%)  2.80 1.28 0

SMEs for finance and 
capital investments 
required to develop 
these enterprises to 
a competitive and 
sustainable level over 
the short to medium 
term.   

It is against this 
background that the 
performance and 
operations of EGFL 
and its managed funds 
should be assessed. 
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FINANCIAL REVIEW
Total approvals and disbursements across all 
Funds for 2006 totalled $21.69 million and 
$27.72 million respectively.  This represented 
a decrease in approved facilities of 30% and a 
47.76% increase in facility disbursements when 
compared with the previous year.  We believe 
that this significant reduction in approvals 
for the year was mainly attributed to the 
decision by some loan applicants to defer their 
projects until construction activity slows down 
on completion of projects associated with 
World Cup 2007.  As at December 31, 2006, 
cumulative loan and equity disbursements 
across all Funds stood at $111.7 million while 
cumulative approvals totalled $166.4 million.

We are pleased to report that EGFL has recorded 
its third consecutive year of profitability with 
net after tax income of $653,152, a figure lower 
than the previous year�s total which stood at 
$817,127.  This decline was largely the result of a 
more aggressive loan provisioning policy which 
resulted in loan loss and investment provisions 
increasing from $236,520 in 2005 to $501,395 
in the year under review. The after tax net 
income recorded for this year has enabled the 
institution to amass an accumulated surplus of 
$528,483. It is the first time in the institution�s 
history that an accumulated surplus has been 
achieved. We believe that this performance 
will most likely improve during the next fiscal 
year as two new Funds, the Export Promotion 
and Marketing Fund and the Energy Efficiency 
Audit and Retrofit Fund are expected to come 
on stream. 

Total Operating Expenses for 2006 increased by 
23.54% to $2.19 million. It should however be 
noted that this amount includes provisions for 
investment and loan losses which accounted 
for 22.85% of total operating expenses.  

EGFL�s total asset base reached $14.48 million 
at the end of 2006, comprised mainly of cash 
and short-term deposits of $5.17 million and net 
loans and investments totaling approximately 
$7.75 million.  

The company�s return on equity decreased 
to 5.90% as a result of an additional $3.97 

million capital injection from the Government 
of Barbados in order to assist in the provision 
of equity and debt financing to businesses in 
the productive sectors.  It is expected that at 
the end of 2007 the funds available for lending 
will be totally committed.

EGFL is pleased to report that the majority 
of its clients are on schedule with their debt 
service payments and we are satisfied that 
their businesses are performing as projected. 
During 2006 EGFL recorded an increase of 47% 
in disbursement activity, the result of the start-
up of several projects which were in gestation 
in the prior year.

EGFL continued its regime of cost containment 
during 2006.  Although operating expenses 
increased by 20%, this is still commendable 
given that a substantial outlay was required to 
finance the past service liability and the current 
cost of a defined benefit pension plan which 
was in operation for its first complete year 
during 2006.  Likewise, a recently implemented 
performance based incentive plan as well as a 
comprehensive human resources development 
and training programme also contributed 
significantly to the marked increase in operating 
expenses.  These measures should result in 
improved productivity, employee motivation 
and staff retention in the years ahead.

Since inception, EGFL has been given the 
mandate each year of implementing a new 
sector specific transformation fund.  Total 
funds under management have increased 
from $3.5 million in 1998 to $155 million as 
at December 31, 2006.  During the year under 
review, EGFL completed the framework for the 
introduction of two new funds, namely, the 
Export Promotion and Marketing Fund and 
The Energy Efficiency Audit and Retrofit Fund. 
We anticipate that the Export and Promotion 
Fund should be operational in the first quarter 
of 2007 and that The Energy Efficiency Audit 
and Retrofit Fund will be activated by at least 
the third quarter of 2007. 

We are confident that 2007 will be another 
profitable year as our loan and equity 
portfolios are expected to record another 
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substantial increase. It is in this context that 
we are convinced that EGFL is truly making 
an impact in the provision of risk capital to 
emerging enterprises in the small and medium 
sized business sector.

The Board of Directors would like to express 
appreciation to the staff of EGFL whose 
expertise and hard work were largely 
responsible for the positive results reported for 
the period under review.    
 
Small Hotels Investment Fund
The $35.0 million Small Hotels Investment Fund 
(SHIF) provides financing to small hotels that are 
members of the Intimate Hotels of Barbados to 
assist with the refurbishing of their properties. 
It also provides funding to assist with group 
marketing, training and the procurement of 
goods and services for membership of the 

Intimate Group.   The maximum loan size is 
$3.8 million and the interest rate is fixed at 
5% per annum with a five year moratorium on 
principal and interest payments.  

Anticipating that there could be a substantial 
deficit in the quantity and quality of rooms 
for World Cup, unless a timely intervention 
was made, Government in its 2004 Budget 
announced the creation of a $30.0 million 
Small Hotels Refurbishment Scheme (SHRS). 
This injection increased SHIF�s capitalisation to 
$35 million.  The SHRS initiative was launched 
in January 2005.  A technical assistance team 
comprising a project manager/coordinator 
and an architectural firm was selected, on 
the basis of a competitive tender, to provide 
project management and design services to 
participating small hotels.

Activation Date EGFL SHIF TLF ADF DRF IIEF IF TOTAL 

 Jan 1998 Aug 1999 Nov 2001 April 2002 April 2005 Nov 2002 Jan 2003 

Proposals 

Received 192 37 39 79 7 28 18 400

Approved 33 21 19 41 7 18 7 146

Withdrawn 2 0 0 12 0 0 0 14

Pending 4 7 2 3 0 0 6 22

Rejected 142 7 13 17 0 17 8 213

Approvals    ($) 16,710,489 30,877,081 41,219,000 65,632,763 149,161 10,501,056 1,236,000 166,415,550

Disbursements ($)

Grants 0 2,040,081 0 33,394,194 0 0 0 35,434,275

Loans/Bonds 7,710,704 14,794,005 23,665,797 18,191,863 148,772 4,443,915 0 68,955,056

Equity 2,652,785 0 0 4,000,000 0 50,000 486,997 7,300,655

Total 10,363,489 16,834,086 23,665,797 55,586,057 148,772 4,493,915 486,997 111,729,986

Commitments ($)

Outstanding 800,000 13,503,960 6,120,116 9,085,600 389 4,766,675 749,003 34,918,025

Lapsed 5,313,500 539,035 8,711,287 961,106 0 1,240,466 0 16,765,394

Liquid Assets 3,396,950 18,466,654 11,869,804 7,460,900 2,105,382 9,554,831 4,048,740 56,385,088

Funds Available 2,596,950 4,962,694 5,749,688 (1,624,700) 2,104,993 4,788,155 3,299,737 21,467,063

MANAGEMENT DISCUSSION AND ANALYSIS � EGFL 
AND THE RESPECTIVE FUNDS UNDER MANAGEMENT
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The SHRS has as its objective, the refurbishment 
and upgrade of at least 500 hotel rooms in the 
small hotel sub-sector to three-star standard 
to meet the anticipated accommodation needs 
for Cricket World Cup 2007. 

To date, there are 21 hotels which have signed 
Letters of Intent seeking to refurbish 414 
existing rooms and create 198 new rooms (a 
total of 612 rooms) at a proposed loan amount 
of $43.82 million. Disbursements have been 
completed for three hotels and so far a further 
sum of $14,982,423 has been disbursed to 11 
hotels representing the refurbishment of 270 
rooms and the creation of 123 new rooms, a 
total of 393 rooms. 

Since the launch of this scheme significant 
progress has been made towards meeting the 
target of 500 upgraded rooms by Cricket World 
Cup 2007.  Several other hotels have shown a 
keen interest in pursuing the opportunity of 
refurbishment under the Scheme, but this may 
not be possible due to the unavailability of 
funds.  The estimated amount of $13.65 million 
required by these prospective participants is 
in excess of the initial $30.0 million used to 
capitalise the SHRS. There is also the likelihood 
of additional applications once the full positive 
impact of the project becomes more widely 
known.

For fiscal 2006, the SHIF reported $11.7 
million in disbursements bringing cumulative 
disbursements to $16.8 million. The Fund had 
outstanding commitments of $13.5 million at 
December 2006. 

There is no doubt that the concessionary 
financing window provided by the SHRS will 
enable a number of struggling small hotels to 
reposition their product in the market place.  
At completion, the SHRS should have resulted 
in the upgrading of approximately 25-30 small 
hotels which hitherto were under utilised in 
the market place because of the poor quality 
of their physical plant.

During 2006 the Fund also disbursed $400,000 
in grant funding to assist with the marketing 
activities of the Intimate Hotels of Barbados 

(Intimate Group).  These marketing programmes 
are contributing to a heightened awareness of 
the small hotel sector across the travel trade in 
all of our major tourism source markets.  Many 
small hotels which were never marketed prior 
to the formation of the Intimate Group are 
now benefiting from active representation at 
several major travel trade events.   The website 
developed by the Intimate Group has become 
a vibrant and effective distribution channel for 
the generation of new business for its member 
hotels.

Overall, the $35 million injected into this 
Fund is making a positive contribution to the 
reversal of the fortunes of a struggling small 
hotel sector.  It is clear that this Fund is acting 
as a catalyst for the revitalisation of this sub-
sector. 

Tourism Loan Fund (TLF)
As at December 31, 2006, the TLF recorded 
$7.4 million in disbursements bringing 
cumulative disbursements to $23.7 million 
since its inception.  Outstanding commitments 
of $6.1 million were reported for that period, 
which indicates that this Fund is very likely 
to be fully committed over the course of the 
following financial year. 

This Fund provides concessionary financing 
for the renovation and expansion of 
the accommodation sector and for the 
development of new tourist attractions.  During 
2006, Cricket World Cup 2007 preparations 
provided significant thrust in the demand for 
these funds.  It is our view that the TLF has 
contributed significantly to the modernisation, 
refurbishment and expansion of our small and 
medium sized accommodation properties 
across the island.

When the TLF is fully disbursed it is expected 
to contribute to the expansion of the hotel 
room count by 255, the refurbishment of 
114 rooms and the creation of three new 
attractions which will significantly contribute 
to the diversification of our tourism product.

EGFL is of the view that the TLF is meeting 
its objective of providing a dedicated line of 
credit for the modernisation and expansion 
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of the accommodation and attractions sub-
sectors. To this end, EGFL remains committed 
to ensuring the growth and sustainability of 
the tourism sector through this Fund. 

Agricultural Development Fund (ADF)
The Agricultural Development Fund (ADF) 
was established in April 2002 to improve the 
competitiveness of the farming sector through 
the implementation of best practices and 
modern technology by farming enterprises.  
Since inauguration contributions by the 
Government of Barbados to capitalise the 
Fund have totalled $58.1 million.

At December 31, 2006 the Fund recorded 
approvals of $64.67 million, net of lapsed 
commitments, consisting of $26.61 million in 
loans and equity and $38.06 million in grants.  
The totals for the respective categories in 
2005 were $22.08 million and $30.98 million.  
Disbursements now total $22.19 million 
for loans and equity and $33.39 million for 
grants.

Four areas within agriculture have accounted 
for 91.32% of the approvals to date.  These 
were sugar with 33.82%, poultry at 23.74%, 
cotton at 18.98% and vegetables/fruit with 
14.78%.   Last year the respective contributions 
to the approvals were 40.76%, 26.17%, 22.87% 
and 1.89%.  The most striking difference is the 
proportion attributed to vegetables/fruit; this 
is the result of a significant approval in the 
area of greenhouse farming which has the 
potential to significantly transform that field 
of endeavour.

Last year we spoke of a major investment in 
an initiative which sought to brand and sell 
a locally produced premium sugar in the UK 
market.  We reported that it was part of plans to 
diversify away from the unprofitable production 
of bulk sugar for sale to the European Union.  
Thus far, all indications are that this upscale 
product, called Plantation Reserve, has been 
well received in the marketplace.  Similar 
investments in the cotton industry are aimed 
at leveraging the inimitable qualities of West 
Indies Sea Island Cotton (WISIC) in order to 
extract more value from this product.

Sugar continues to receive the majority of 
the funds provided for grants.  Of the $38.06 
approved, sugar has had 64.61% or $24.59 
million.  Other significant approvals have 
been made for the Barbados Agricultural 
Development and Marketing Corporation 
(BADMC), $6.75 million and $5.03 million for 
Southern Meats Inc.

Since inception in 2002 the ADF loan portfolio 
has performed very well with only one loan 
being provided for thus far.  This speaks 
to the excellent technical advice which is 
received from the Ministry of Agriculture and 
Rural Development (MARD) and the sound 
credit analysis undertaken by EGFL and the 
Management Committee of the ADF.  EGFL 
intends to build on this solid foundation as 
it plays its part in the transformation of the 
agricultural sector. 

Industrial, Investment and Employment 
Fund (IIEF)
This Fund was started in 2002 to provide 
concessionary financing to the manufacturing 
sector to assist with the re-tooling of the 
industrial base for enhanced international 
competitiveness.  

During 2006 six additional loans, totaling 
$5,132,000, were approved under the IIEF, 
which brought total approvals, net of lapsed 
commitments, to 18 since the Fund was 
initially capitalised in November 2002.  This 
compares with 2 approvals totalling $447,000 
in 2005, and 6 approvals totalling $1.2million 
in 2004.  Disbursements increased to $812,325 
from $600,000 in 2005 but were still below 
the $1.6 million registered in 2004.  The 
approvals for 2006 consisted of $2,940,000 
for food processing entities and $2,192,000 
for companies providing housing solutions 
and related products.

The turnaround in approvals and 
disbursements for 2006 comes on the heels 
of growth averaging 2.7% in 2004 and 2005 
and an improvement of 0.2% in 2006 for the 
manufacturing sector, according to the Review 
of the Economy for 2006 produced by the 
Central Bank of Barbados.
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While there has been growth in the 
manufacturing sector, it lags the 3.8% and 
3.5% registered by the overall economy in 
2005 and 2006 respectively.  This may be due 
to the structural challenges this sector still 
faces, including high labour and energy costs 
and diseconomies of scale in production.

As a consequence of the foregoing and in line 
with our efforts to identify companies and 
sub-sectors with an established competitive 
advantage in the marketplace, EGFL has 
been working with some local enterprises 
as they seek to expand beyond our shores 
and increase the country�s foreign exchange 
earning capacity.

We believe that the identification of companies 
that have the capacity to compete in niche 
markets which are not particularly price 
sensitive offers this sector an opportunity 
to thrive but it will not be easy.  To this end, 
we will continue to seek opportunities in this 
direction while catering to the needs of the 
rest of this sector.
Innovation Fund (IF)

The Fund caters to individuals who are seeking 
to transform innovative ideas into commercially 
viable enterprises.  In this context innovation 
is defined as the transformation of an idea 
into a marketable product or service; a new 
or improved product or process; or a new 
method of social service.

By their very nature, all of the investments 
made by this Fund are in speculative green field 
projects.  It is for this reason that we accept 
the fact that the majority of these investments 
may never demonstrate commercial 
viability.  However, the lessons learnt from 
the implementation of each project should 
become part of this institution�s learning and 
be used for the benefit of new projects of a 
similar nature.
 
The Innovation Fund was capitalised in January 
2003, with $1 million.  A further $4 million 
was injected bringing the total capitalisation 
to $5 million.  As at December 31, 2006, the 
Fund had recorded 7 approvals totalling $1.326 

million.  Disbursements for the same period in 
2005 stood at $637,870.  During the year one 
of the approvals lapsed.

This Fund over the last four years sponsored 
two national innovation competitions to help 
stimulate the generation of innovative projects 
which have commercial potential. The second 
National Innovation Competition which was 
launched on June 15, 2005 officially concluded 
on March 18, 2006 with the Prime Minister�s 
Awards for Innovation Ceremony held at the 
Barbados Hilton.  The first prize of $75,000 
was presented by The Prime Minister, the Right 
Honourable Owen Arthur to Ms. Angela Gabriel 
from Gabriel�s Exotic Frozen Dumplings.

The Prime Minister in his 2003 Budget spoke 
to the creation of a creative economy and 
the development of the cultural industries 
which he believed would be �a catalyst for the 
growth and transformation of the Barbadian 
economy�.   The Innovation Fund promotes 
the development of innovation and creativity 
in Barbados by allowing a new breed of 
entrepreneur to venture into areas hitherto 
untapped or largely ignored by Barbadians.  
During the year, half of the approvals were 
in the cultural industries including two in 
music/performing arts, one in the field of 
fashion design, two in the area of information 
technology and one in alternative energy 
applications.  

The development of these non-traditional 
industries being promoted by the Innovation 
Fund will open a new avenue for the earning 
of invaluable foreign exchange and could 
very well spawn new business ventures in 
Barbados.  This will require much time and 
effort for success to be achieved but we are 
satisfied that the equity financing being 
provided by the Fund is providing a catalyst 
for such development to occur.
Overall, we are pleased that this Fund is fulfilling 
its mandate of stimulating the development of 
innovative ideas.  Over the long term we believe 
these efforts should make a positive impact on 
the development of a vibrant entrepreneurial 
class in Barbados. 
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INDEPENDENT AUDITORS� REPORT 

To the Shareholders  
Enterprise Growth Fund Limited 
We have audited the accompanying  financial statements of Enterprise Growth Fund Limited, which 
comprise the balance sheet as at December 31, 2006, and the statements of income,  changes in 
shareholders� equity and cash flows for the year then ended, and a summary of significant accounting 
policies and other explanatory notes. 
Management�s Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with International Financial Reporting Standards. 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 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. 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor�s judgment, including the assessment 
of the risks of material 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 financial statements present fairly, in all material respects, the financial position of 
Enterprise Growth Fund Limited as of December 31, 2006, and its financial performance and its cash flows 
for the year then ended in accordance with International Financial Reporting Standards. 

Chartered Accountants 
Bridgetown, Barbados 
May 25, 2007 
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Enterprise Growth Fund Limited 
Balance Sheet
As at December 31, 2006 with comparative figures for December 31, 2005
(Amounts in Barbados dollars)
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  Notes 2006 2005
Revenue 
Management fees 14 $ 1,852,870 1,965,449 
Evaluation fees   216,307 236,792 
Investment income   299,188 372,616 
Interest on short term deposits   223,560 73,973 
Other   150,189  29,840

    2,742,114  2,678,670
          
Expenses
Operating   1,560,883 1,316,094 
Depreciation   98,362 116,361 
Provision for loan losses   156,395  236,520 
Provision for investment losses   345,000 - 
Amortisation   33,834 95,364 
Bad debts   -   11,946

    2,194,474  1,776,285

Income before taxation   547,640  902,385 

Taxation   105,512  (85,258)

Net income  $  653,152  817,127

See accompanying notes to financial statements. 

Enterprise Growth Fund Limited 
Statement of Income
For the year ended December 31, 2006 
with comparative figures for December 31, 2005 (Amounts in Barbados dollars)
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Notes
Class A 
Shares

Class B 
Shares Total

Accumulated 
(Deficit)/Surplus Total

       
Balances, January 1, 2005  $ 3,501,000 1,741,491 5,242,491 (941,796) 4,300,695 
       
Class B Shares issued 12   - 1,330,000 1,330,000  - 1,330,000 
      
Net income     -    -   -    817,127   817,127
       
Balances, December 31, 
2006

  3,501,000 3,071,491 6,572,491 (124,669) 6,447,822 

        
Class B Shares issued 12   - 3,970,000 3,970,000  - 3,970,000 
        
Net income     -    -   -    653,152   653,152
       
Balances, December 31, 
2006

 $  3,501,000  7,041,491  10,542,491   528,483  11,070,974

See accompanying notes to financial statements. 

Enterprise Growth Fund Limited 
Statement of Changes in Shareholders� Equity
For the year ended December 31, 2006 
with comparative figures for December 31, 2005 (Amounts in Barbados dollars)
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Notes 2006 2005
Operating Activities 
Income before taxation $ 547,640 902,385 

Adjustments for: 
Interest on short term deposits  (223,560) (73,973) 
Depreciation  98,362 116,361 
Gain on sale of asset  -  (37,386) 
Amortisation  33,834 95,364
Bad debts  -  11,946 
Increase in provision for investment losses   345,000 -  
Provision for loan losses 5  156,395  236,520

Operating profit before working capital changes  957,671  1,251,217 

Accounts receivable and prepayments 254,197  (385,510) 
Loans receivable  23,813 (1,303,955) 
Due from related party  (57,500)  - 
Accounts payable  (180,915)  35,709 
Pension liability  (86,712)  86,985 
Due to related party (4,000,000) - 
Due to shareholder  -   (47,964)

 (3,089,446)  (363,518) 
Taxation  (24,765)  (9,813) 
Interest received on short term deposits  220,483  70,784

Net cash used in operating activities  (2,893,728)  (302,547)

Investing Activities 
Investments 49,892 (1,943,532) 
Purchase of fixed assets 6 (152,257) (255,539) 
Proceed from sale of fixed assets  -   37,386

Net cash used in investing activities  (102,365)  (2,161,685)

Financing Activities 
Deferred shareholder grant  5,935 (15,561) 
Issue of shares 12  3,970,000  1,330,000

Net cash from financing activities   3,975,935  1,314,439

Increase (decrease) in cash and short term deposits 979,842 (1,149,793) 

Cash and short term deposits � beginning of year  4,191,264  5,341,057

Cash and short term deposits � end of year $ 5,171,106  4,191,264

See accompanying notes to financial statements.

Enterprise Growth Fund Limited 
Statement of Cash Flows
For the year ended December 31, 2006 
with comparative figures for December 31, 2005 (Amounts in Barbados dollars)
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1. Incorporation and Principal Activities 

Enterprise Growth Fund Limited (�the Company�) was incorporated in Barbados as a company 
authorized to issue an unlimited number of Class A common shares and an unlimited number of Class B 
common shares without par value. 

The principal activities of the Company are the provision of venture capital and loan financing to 
appropriate Barbadian corporations and the provision of fund management services. 

The financial statements were authorised for issue by the directors on May 24, 2007. 

2. Significant accounting policies 

(a) Basis of preparation 

The financial statements are prepared in Barbados dollars on the historic cost basis in accordance with 
International Financial Reporting Standards (IFRS) promulgated by the International Accounting 
Standards Board (IASB).  The preparation of the financial statements in conformity with IFRS requires 
management to make estimates and assumptions that affect the reported amount of assets, liabilities, 
and contingent assets and contingent liabilities at the balance sheet date and the income and expenses 
for the year then ended.  Actual amounts could differ from these estimates. 

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

(b) New standards and interpretations not yet adopted: 

A number of new standards, amendments to standards and interpretations are not yet effective for the 
year ended 31 December 2006, and have not yet been applied in preparing these financial 
statements, those which were considered relevant to the Company are as follows: 

IFRS 7 Financial Instruments: Disclosures and the Amendments to IAS 1 Presentation of Financial 
Statements: Capital Disclosures require extensive disclosures about the significance of financial 
instruments for an entity�s financial position and performance, and qualitative and quantitative 
disclosures on the nature and extent of risks.  IFRS 7 and amended IAS 1, which become mandatory 
for the Company�s 2007 financial statements, will require extensive additional disclosures with respect 
to the Company�s financial instruments and share capital. 

(c) Cash and short term deposits 

Cash and short term deposits comprise cash on hand, cash at bank and call and fixed deposits with 
original maturity dates of 90 days or less. 

Enterprise Growth Fund Limited 
Notes to Financial Statements
December 31, 2006
(Amounts in Barbados dollars)
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Enterprise Growth Fund Limited 
Notes to Financial Statements
December 31, 2006
(Amounts in Barbados dollars)

 

2. Significant accounting policies (continued) 

(d) Accounts receivable, net 

Accounts receivable are stated at their nominal value less any provisions for estimated irrecoverable 
balances of $48,993 (2005: $74,440). 

(e) Loans receivable, net 

Income from loans is recognised as it accrues.  Loans are placed on a non-accrual basis when there is 
reasonable doubt regarding the collectibility of principal or interest or when principal and/or interest 
payments are 90 days or more in arrears.  Upon classification of a loan to a non-accrual basis, any 
previously accrued but unpaid interest thereon is reversed against the current period. Interest is only 
accrued to the extent that unpaid interest is paid and total accrued interest does not exceed 180 days.  
In subsequent periods, interest received on non-accrual loans is recorded as income only if 
management has determined that the loans do not require specific provisions, otherwise all amounts are 
credited to principal.

(f) Provision for loan losses 

Provision for loan losses comprises specific provisions.  Specific provisions are made on an individual 
basis, where management is of the opinion that collection is doubtful.

(g) Investments, net 

Investments are recorded at cost.  Provision for losses is made at a level considered adequate to absorb 
anticipated losses based on specific provisions considering the current economic conditions and other 
relevant factors. 

(h) Property, plant and equipment 

Property, plant and equipment are recorded at cost, net of accumulated depreciation.  Depreciation and 
amortization are provided on the straight-line basis at rates based on the estimated useful life of each 
asset.  The annual rates applied are: 

Leasehold improvements - 10.0% 
Vehicles -  20.0% 
Furniture and equipment - 20.0% 
Computer equipment - 33.3% 
Office equipment - 12.5% 

Amortization is charged to the income statement on a straight line basis over the estimated useful life of 
the leasehold improvements at a rate of 10.0% 

(i) Due to shareholder 

Amounts due to shareholder represent funds expensed on behalf of the Company by CRL Limited, a 
related party. 
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Enterprise Growth Fund Limited 
Notes to Financial Statements
December 31, 2006
(Amounts in Barbados dollars)

2 Significant accounting policies (continued) 

(j) Deferred shareholder grant 

Shareholder grants relating specifically to technical assistance for investees are deferred and recognised 
into income as costs are incurred for such technical assistance. 

(k) Taxation 

The taxation charge in the statement of income comprises current and deferred taxation.  Current 
taxation is provided on the basis of the income before taxation for financial reporting purposes, adjusted 
for income and expense items which are not assessable or deductible for tax purposes.  Deferred 
taxation is provided under the balance sheet liability method in respect of significant temporary 
differences arising from differences between the carrying amount of an asset and liability for financial 
reporting purposes and the amount used for income tax purposes.  Deferred tax assets are recognised 
to the extent that it is probable that sufficient taxable income will be available against which the 
deductible temporary differences can be utilised. 

The Minister of Finance has approved a waiver of income tax and withholding tax liabilities for the fiscal 
years 2000 to 2005, and as such all liabilities for the aforementioned period were reversed. 

During 2006, the Company received communication from the Ministry of Finance indicating that a 
decision has been taken to amend the Income Tax Act Cap. 73, to exempt from tax funds provided by 
Government and used for the purposes of promoting the development of sectors of the economy.

(l) Management fees 

Management fees are charged in accordance with the provisions of separate agreements between the 
Company and the trustees or sponsors for the funds under management using contractual interest rates. 

(m) Interest, investment income and evaluation fees 

Interest, investment income and evaluation fees are recognised as income when earned and are based 
on contractual terms and conditions. 

(n) Pension � Defined benefit scheme 

The Company�s net obligation in respect of its defined-benefit pension scheme is calculated by 
estimating the amount of future benefit that employees have earned in return for their service in the 
current and prior periods; that benefit is discounted to determine the present value, and the fair value of 
any plan assets is deducted from it.  The discount rate used is the yield at balance sheet date on long-
term government instruments that have maturity dates approximating the terms of the Company�s 
pension obligations.  The calculation is performed by a qualified actuary using the projected unit credit 
method.

(o) Lease payments 

Payments made under operating leases are recognized in profit or loss on a straight-line basis over the 
term of the lease. 
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Enterprise Growth Fund Limited 
Notes to Financial Statements
December 31, 2006
(Amounts in Barbados dollars)

 

3 Cash and short term deposits 

Cash and short term deposits consist primarily of: 

2006 2005

Cash on hand and at bank $ 2,037,576 2,078,274 
Short term deposits  3,133,530  2,112,990

$  5,171,106  4,191,264

The applicable interest rates for the short term fixed deposits are 5% to 6.15% (2005 � 4% to 5.15%). 

4. Loans receivable, net 

The maximum loan size allowed is the greater of $1,500,000 and 15% of the total capitalization of the 
Fund.  The minimum loan size is limited to $100,000.  Loans shall not be used to purchase land, 
buildings or other real estate except where the buildings are to be used for productive purposes.  All 
loans shall be repaid within twelve (12) years or less.

The grace period (i.e. the period during which only interest payments are due and payable) for loans with 
repayment periods of five (5) years or less will be limited to one year. 

For loans with repayment periods in excess of five (5) years, but less than or equal to ten (10) years, the 
grace period is limited to two (2) years. For loans with a repayment period in excess of ten (10) years the 
grace period is limited to not more than three (3) years. 

Where a construction and/ or installation contract is for less than the stipulated grace period, such grace 
period will be limited to the length of the construction and/ or installation contract. 

Security is by way of first or second legal mortgage on property (ies) owned by the borrower(s). 

The maturity structure of loans receivable, net, is: -

2006 2005

Under 1 year $ 1,453 15,317 
1 � 5 years 216,339 806,135 
Over 5 years   3,371,117  2,947,665

$  3,588,909  3,769,117

Loans receivable carry interest rates of 7.5% per annum at the end of 2006 (2005 � 7.5% per annum).  
Provision for loan losses as at December 31, 2006 was $432,915 (2005 - $276,520). 
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Enterprise Growth Fund Limited 
Notes to Financial Statements
December 31, 2006
(Amounts in Barbados dollars)

5. Investments, net 

2006 2005

Convertible bonds $ 1,723,744 1,728,200 
Preferred shares   3,224,530  2,865,831

   4,948,274  4,594,031

Less: Provision for investment losses: 
Balance, beginning of year   870,353  870,353 
Increase in provision   345,000  - 

   1,215,353  870,353

Net investments   3,732,921  3,723,678 
Commercial deposits   427,609  831,744

Balances, end of year $  4,160,530  4,555,422

The Company has invested in convertible bonds. These bonds are redeemable and bear interest at 
annual rates ranging from 8% to 10%.  Any unpaid interest can be converted into shares of the borrower 
at $1 per share at the option of the Company.

The Company has invested in preferred shares. These preferred shares are subject to an annual 8% 
cumulative dividend.  Any dividends due and unpaid can be converted into cumulative 8% preferred 
shares at $1 per share at the option of the Company.

During the year, the Company disbursed $Nil (2005:$1,113,401) in new investments, and received 
principal repayments totaling $518,045 on two investments (2005 - $21,613), representing the 
repayment of a bond by Reef Live Aquarium Park Inc. ($500,000) and divestment in shares of Transmed 
Inc. ($18,045).  These shares were repurchased by the investee company at $1.33 per share resulting in 
a gain of $5,955. 

The Company did not exercise its option to convert either unpaid interest or dividends during the years 
ended December 31, 2006 and 2005. 

Included in investments is an amount of $427,609 (2005: $831,744) representing commercial deposits 
with a maturity period of greater than 90 days. 
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Enterprise Growth Fund Limited 
Notes to Financial Statements
December 31, 2006
(Amounts in Barbados dollars)

7. Due to Shareholder 

This amount is unsecured, interest free and has no fixed terms of repayment. 

8. Taxation 

2006 2005
The taxation charge comprises: 
Current tax $ 113,917 77,256 
Reversal of corporation tax for prior years  (151,532) - 
Reversal of prior year deferred tax  (9,920) 2 
Deferred tax charge   (57,977)  8,000

 $  (105,512)  85,258

Reconciliation of taxation charge
Taxation at 25% (2005: 30%) on income
 before taxation of $547,640 (2005: $902,385) $ 136,910 270,716 
Taxation effect of permanent differences   (80,970) 41,500 
Over provision of deferred/current taxation in prior years  -  (2,400) 
Deferred tax assets on tax losses not booked  -  (224,384) 
Deferred taxation relating to change in tax rates   -   (174) 
Reversal of deferred/current taxation in prior years   (161,452)  - 

  $  (105,512)  85,258

The deferred tax (asset)/ liability results from the difference between the tax and book values of the 
following item: 

   2006 2005

Property, plant and equipment $  (231,908)  33,067

Deferred tax at 25% (2005:30%) $  (57,977)  9,920

9. Deferred Shareholder Grant 

2006 2005

Balance � January 1 $ 343,280 358,841 

Amounts received in current year: 
Interest earned on funds  9,959 6,639 
Amounts disbursed during the year   (4,024)  (22,200)

Balance � December 31 $  349,215  343,280

The Company receives grants from the Government of Barbados to contribute to the financial expertise 
of the borrowers. The Company assesses requests from its borrowers on an individual basis to 
determine the allocation of the funds received. 
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Enterprise Growth Fund Limited 
Notes to Financial Statements
December 31, 2006
(Amounts in Barbados dollars)

 

10. Due (from) to related party 

Due from related party 
This amount represents the amount due from the Export Marketing Fund.  The amount is unsecured, 
interest free and has no fixed terms of repayment. 

Due to related party 
This amount is due to the Industrial, Investment and Employment Fund which is managed by the 
Company. The amount is unsecured, interest free and has no fixed terms of repayment. 

11. Defined benefit pension plan 

The Company invested in a defined benefit pension plan during the year ended December 31, 2005. The 
assets of the Plan are administered on behalf of the trustees by Sagicor Life Incorporated.  The amounts 
recognized in the balance sheet and the income statement are as follows: 

2006 2005
Balance Sheet 
Present value of obligation $ 465,286 144,828 
Fair value of plan assets  (398,647)  (49,354)

 66,639  95,474 
Unrecognised actuarial losses  (66,366)  (8,489)

Amount recognized in the balance sheet  273  86,985

Expense recognized in statement of income 
Current service cost   46,086  33,074 
Interest cost  9,413  4,947 
Expected return on plan assets  (15,680)  (1,357)

Expense recognized in statement of income  39,819  36,664

Actual return on plan assets  2,578  202

Movement in net liability recognized in the balance sheet 

Net liability at the start of the year  86,985  82,443 
Contributions  (126,531)  (32,122) 
Amount recognized in the income statement  39,819  36,664

Net liability at the end of the year $  273  86,985
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Enterprise Growth Fund Limited 
Notes to Financial Statements
December 31, 2006
(Amounts in Barbados dollars)

11. Defined benefit pension plan � continued
2006 2005

Movement in plan assets 
Fair value of plan assets at start of year $  49,354  - 
Expected return on plan assets   15,680  1,357 
Contributions paid � total   352,670  49,109 
Actuarial loss on plan assets   (19,057)  (1,112)

Fair value of plan assets at end of year $  398,647  49,354

Plan assets are equally distributed between equity investments and government bonds. 

Principal actuarial assumptions 

Discount rate at end of year 6.50% 6.50% 
Expected return on plan assets at end of the year 7.00% 7.00% 
Future salary increases 5.50% 5.50% 
Future changes in National Insurance Scheme ceiling 3.50% 3.50%

 Historical information 

 Experience adjustments arising on plan liabilities $  (4,374)  (235,994) 
 Experience adjustments arising on plan assets $  245 (2,586) 

Historical information is only presented for two years since the plan has only been in existence from 
2005.

12. Stated capital 

2006 2005

Class A Shares � 35,010 shares (2005:35,010) � no par value $  3,501,000  3,501,000 
Class B Shares � 70,415 shares (2005 � 30,715)
   shares � no par value   7,041,491  3,071,491

 $  10,542,491  6,572,491

The holders of Class �A� shares are entitled to receive dividends in respect of their shareholding and to 
vote for the election of directors of the Company.  Any holder of 10,000 or more Class �A� shares is 
entitled to appoint one director. 
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12. Stated capital � continued  

With regard to distribution or liquidation or winding-up of the Company, Class �A� shareholders shall 
receive, before any distribution is made to the Class �B� shareholders, the stated capital of these shares 
plus an amount equivalent to a 10% annual rate of return on their initial investment in the Company, after 
the discharge of all liabilities of the Company. 

Class �B� shares are reserved only for the Government of Barbados or entities owned by the 
Government.  Class �B� shares are not entitled to receive dividends or to elect the directors of the 
Company.  Upon the distribution, liquidation or winding-up of the Company, Class �B� shareholders shall 
receive the stated capital of their shares plus an amount equivalent to a 7% compounded annual rate of 
return on the initial investment in the Company after payment to Class �A� shareholders of their 
entitlement as stated above. 

During the year, 39,700 (2005 � 13,300) Class �B� shares were issued to the Government of Barbados 
for a subscribed value of $3,970,000 (2005 - $1,330,000). 

13. Commitments 

At the balance sheet date, $800,000 (2005 - $2,376,744) of the cumulative funds authorised to be 
invested in approved companies, had not yet been disbursed. 

The Company is committed to an operating lease in the amount of $43,174 per annum, expiring on 28 
February, 28 2007.  As at March 31, 2007 the Company was in negotiations with the lessor on finalizing 
the details of the new contract.

14. Funds under management 

Management fees recognized as income are as follows;

2006 2005

Agricultural Development Fund $  644,155  744,431 
Industrial Investment and Employment Fund   298,385  304,177 
Innovation Fund   125,376  137,092 
Small Hotels Investment Fund   176,154  168,695 
Tourism Loan Fund   608,800  611,054

 $  1,852,870  1,965,449

Amounts receivable related to management fees as at December 31, 2006 and 2005 were $517,746 and 
$729,556, respectively. 

15. Financial instruments 

The Company�s activity as providers of venture capital is one which involves transactions, which are 
speculative in nature.  Financial instruments consist of cash and short term deposits, accounts 
receivable, loan receivable, interest due on short term deposits, investments, accounts payable, due to 
shareholder and due to related party. 
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(Amounts in Barbados dollars)

15. Financial instruments � continued  

Interest rate risk 

Except as disclosed in Notes 3, 4, 5, 7 and 10 the Company does not have any exposure to interest rate 
risk.  

Credit risk 

Credit risk arises from the possibility that counter-parties may default in their obligations to the Company.  
The maximum credit risk exposure of financial assets recognised in the balance sheet is represented by 
the carrying amounts of the financial assets. 

Concentration of credit risk exists if a number of clients are engaged in similar activities or are located in 
the same industry sector or have similar economic characteristics such that their ability to meet 
contractual obligations would be similarly affected by changes in economic, political or other conditions.  
Concentration of credit risk indicates the relative sensitivity of the Company�s performance to 
developments affecting a particular industry or geographical location.  Management does not believe 
that the concentration is unusual or provides undue risks. 

Fair value 

Fair value amounts represent the approximate values at which financial instruments could be exchanged 
in current transactions between willing parties.  There is no available trading market for these financial 
instruments and therefore, it is not possible to determine independently the estimated fair values.  The 
fair values of financial instruments are considered to approximate their book values. 

16. Key management personnel compensation 

 Key management personnel compensation paid during the year was as follows: 

2006 2005

 Salaries and short term benefits $  584,580  503,820

Key management personnel are entitled to post retirement benefits under the Company�s defined benefit 
pension scheme which cannot be reasonably estimated at year end. 
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P.O. Box 690C 
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2
KPMG, a Barbados partnership, is a Barbados member firm of   
KPMG International, a Swiss cooperative. 

Auditors' Report
To the Investment Committee of Small Hotels Investment Fund 
We have audited the accompanying financial statements of the Small Hotels Investment Fund, which 
comprise the balance sheet as at December 31, 2006, statement of loss, statement of changes in fund and 
statement of cash flows for the year then ended, and a summary of significant accounting policies and other 
explanatory notes. 

Management�s Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with International Financial Reporting Standards. 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. 

Auditors� Responsibility 
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted 
our audit in accordance with International Standards on Auditing. Those standards require that we comply 
with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the 
financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor�s judgment, including the assessment 
of the risks of material 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 financial statements present fairly, in all material respects, the financial position of the 
Small Hotels Investment Fund as at December 31, 2006, and its financial performance and its cash flows for 
the year then ended in accordance with International Financial Reporting Standards. 

Chartered Accountants 
Bridgetown, Barbados 
June 18, 2007 
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Small Hotels Investment Fund 
Balance Sheet
As at December 31, 2006 with comparative figures for December 31, 2005
(Amounts in Barbados Dollars)

  Notes 2006 2005
    (As restated 
    Note 13) 
Assets
Cash and short term deposits 3 $ 18,466,654 27,305,826 
Loans receivable 4  14,753,646 6,317,112 
Withholding tax recoverable   235,711 165,609 
Interest receivable 4   198,948  106,855

Total Assets $  33,654,959  33,895,402

Liabilities and Fund 
Liabilities
Accounts payable  $ 115,386 171,852 
Interest payable   943,578 233,333 
Grant payable 9  1,200,000       1,600,000 
Deferred income 10  7,973,426 7,973,426 
Loan payable 8  20,026,574  20,026,574

Total Liabilities   30,258,964  30,005,185

Fund
Contributions   3,759,920 3,759,920 
Retained earnings    (363,925)  130,297

Total Fund   3,395,995  3,890,217 

Commitments 7   -   - 

Total Liabilities and Fund $  33,654,959  33,895,402

See accompanying notes to the financial statements. 

Approved on behalf of the Investment Committee: 

.................................................... Chairman  

.................................................... Member 
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  Notes 2006 2005
    (As restated 
    Note 13) 
Revenue 

Interest Income  $  1,703,102  712,334

Expenses
Management fees   290,403 325,428 
Professional fees 5  974,055 901,880 
Interest expense   710,245 233,333    
Legal fees   198,611 212,367 
Advertising   22,676 - 
Bank charges    1,334  1,197

    2,197,324  1,674,205

Net loss  $  (494,222)  (961,871)

See accompanying notes to financial statements. 

Small Hotels Investment Fund 
Statement of Loss
For the year ended December 31, 2006 
with comparative figures for December 31, 2005 (Amounts in Barbados Dollars)
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Note Contribution
Retained
Earnings Total

    
Balances, December 31, 2004  $ 3,759,920 1,092,168 4,852,088

Grants disbursed (400,000) - (400,000)
   
Net loss, as restated    -   (728,538)   (728,538)
    
Balances, December 31, 2005 as previously 
stated

  3,359,920 363,630 3,723,550

     
Prior period adjustment 13   400,000   (233,333)       166,667,
     
Balances, December 31, 2005 as restated   3,759,920 130,297 3,890,217
     
     
Grants disbursed   (400,000)  - (400,000)
    
Grants received   400,000                  - 400,000
     
Net income     -   (494,222)   (494,222)
    
Balances, December 31, 2006  $  3,759,920   (363,925)  3,395,995
      

See accompanying notes to financial statements. 

Small Hotels Investment Fund 
Statement of Changes in Fund
For the year ended December 31, 2006 
with comparative figures for December 31, 2005 (Amounts in Barbados Dollars)
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Small Hotels Investment Fund 
Statement of Cash Flows
For the year ended December 31, 2006 
with comparative figures for December 31, 2005 (Amounts in Barbados Dollars)

 

Notes 2006 2005
    (As restated 
    Note 13) 
Operating Activities 
Net loss $ (494,222) (961,871) 

Adjustments for: 
Interest income   (1,703,102)  (712,334)

Operating loss before working capital changes  (2,197,324)  (1,674,205) 

Loans receivable  (8,436,534)  (4,608,519) 
Loans payable      -   20,026,574 
Grant payable  (400,000)  1,600,000 
Deferred income  -     7,973,426 
Withholding tax recoverable  (70,102)  (17,036) 
Accounts payable  (56,466)  155,396 
Interest payable  710,245  233,333 
Interest received  1,611,009  627,924

Net cash (used in) from operating activities  (8,839,172) 24,316,893

Financing Activities 
Grants received   400,000  400,000 
Grants disbursed   (400,000)  (400,000)

Net cash used in financing activities   -  -

(Decrease) increase in cash and short term deposits (8,839,172) 24,316,893 

Cash and short term deposits � beginning of year  27,305,826  2,988,933

Cash and short term deposits � end of year $ 18,466,654 27,305,826

See accompanying notes to financial statements 
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Small Hotels Investment Fund 
Notes to Financial Statements
December 31, 2006
(Amounts in Barbados Dollars)

1. Incorporation and Principal Activities 

The Small Hotels Investment Fund (SHIF) is a $35.0 million Fund which began operations on May 27, 
1999 in Barbados.  SHIF is not a legal entity but functions as a segregated pool of funds.  The Fund was 
established by the Government of Barbados to assist small hotels with marketing, management, 
procurement of joint services and refurbishment, in order to improve their revenue earning capacity and 
operational efficiency.  SHIF seeks to finance projects that clearly demonstrate that they will enhance the 
financial viability and operational performance of the small hotels sector.  The beneficiaries of SHIF are 
restricted to the Small Hotels of Barbados Inc. (SHBI) and also its members whose properties comply 
with the minimum standards established by the European Travel Trade.

The investment committee of SHIF resolved on 4 November, 2002 to treat all advances to the SHBI as 
of 30 September, 2002 (previously loans) as grants and to cancel all prior related balances and interest 
accrued.  All other disbursed balances effective October 1, 2002 are treated as loans per Note 2. 

The investment committee comprises five members.  Two members represent the Enterprise Growth 
Fund Limited, two members represent SHBI and one member represents the Ministry of Tourism and 
International Transport.  The Fund is managed by Enterprise Growth Fund Limited. 

The financial statements were authorised for issue by the directors on June 18, 2007. 

2. Significant accounting policies 

(a) Basis of preparation 

The financial statements are prepared in Barbados dollars on the historic cost basis in accordance with 
International Financial Reporting Standards (IFRS) promulgated by the International Accounting 
Standards Board (IASB).  IFRS incorporate all International Accounting Standards (IAS) and 
interpretations issued by its predecessor body, the International Accounting Standards Committee.  The 
preparation of the financial statements in conformity with IFRS requires management to make estimates 
and assumptions that affect the reported amount of assets, liabilities, and contingent assets and 
contingent liabilities at the balance sheet date and the income and expenses for the year then ended.  
Actual amounts could differ from these estimates. 

The estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting 
estimates are recognised in the period in which the estimate is revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods.
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Small Hotels Investment Fund 
Notes to Financial Statements
December 31, 2006
(Amounts in Barbados Dollars)

 

2. Significant accounting policies (continued) 

(b) New standards and interpretations not yet adopted: 

A number of new standards, amendments to standards and interpretations are not yet effective for the 
year ended 31 December 2006, and have not yet been applied in preparing these financial 
statements, those which were considered relevant to the Fund are as follows: 

IFRS 7 Financial Instruments: Disclosures and the Amendments to IAS 1 Presentation of Financial 
Statements: Capital Disclosures require extensive disclosures about the significance of financial 
instruments for an entity�s financial position and performance, and qualitative and quantitative 
disclosures on the nature and extent of risks.  IFRS 7 and amended IAS 1, which become mandatory 
for the Fund�s 2007 financial statements, will require extensive additional disclosures with respect to 
the Fund�s financial instruments. 

(c) Cash and short term deposits 

 Cash and short term deposits comprise cash on hand, cash at bank and call and fixed deposits with 
original maturity dates of 90 days or less. 

(d) Loans receivable 

Income from loans is recognised as it accrues.  Loans are placed on a non-accrual basis when there is 
reasonable doubt regarding the collectibility of principal and interest or when principal and/or interest 
payments are ninety days or more in arrears.  Upon classification of a loan to a non-accrual basis, any 
previously accrued but unpaid interest thereon is reversed against the current period.  Interest is only 
accrued to the extent that unpaid interest is paid and total accrued interest does not exceed one hundred 
and eighty (180) days.  In subsequent periods, interest received on non-accrual loans is recorded as 
income only if management has determined that the loans do not require specific provisions, otherwise 
all amounts are credited to principal. 

(e) Provision for loan losses 

Specific provisions are made on an individual basis, where management is of the opinion that collection 
is doubtful.

 (f) Revenue recognition 

Interest income is accounted for on an accrual basis. 

(g) Deferred income 

The income on the low interest loan from government will be recognized on a systematic basis using the 
effective interest method over the period of the loan. 

(h) Grants 

Income from government grants is recognized on a systematic basis over the five year period of the 
marketing plan for SHBI. 
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Small Hotels Investment Fund 
Notes to Financial Statements
December 31, 2006
(Amounts in Barbados Dollars)

2. Significant accounting policies (continued) 

(i) Taxation 

Small Hotels Investment Fund (SHIF) is not a legal entity, but functions as a segregated pool of funds 
and therefore under the Income Tax Act, the tax treatment is similar to that of a non-incorporated entity. 
In previous years the SHIF has applied to the Ministry of Finance and Economic Affairs for waiver of 
corporation and withholding taxes and in 2006 the Ministry communicated to the SHIF that the waiver 
was granted for 2003 to 2005.

The Ministry also informed the SHIF that a decision had been taken to amend the Income Tax Act Cap 
73, to exempt from tax, funds provided by Government and used for purposes of promoting the 
development of sectors of the economy. As a result no corporation tax has been calculated for the 
current year. 

3 Cash and short term deposits 

2006 2005

Cash  $ 2,245,775 1,939,748 
Short term deposits   16,220,879  25,366,078

 $  18,466,654  27,305,826

Short term deposits consist primarily of fixed deposits with interest rates ranging from 5.25% to 5.75% 
(2005 � 4.25% to 5.25%) per annum. 

4. Loans receivable 

Effective October 1, 2002 members of the SHBI in good standing and who qualify under the by-laws and 
regulations of the SHBI are eligible to receive loans.  The maximum loan size allowed is the lower of 
$3,800,000 and 15% of the total undisbursed balance of the Fund.  The minimum loan size shall be 
limited to $50,000.  Loans shall not be used to purchase land, buildings or other real estate except 
where such real estate is to be used for the member�s productive purpose.  The loans shall not be used 
to refinance debt.  All loans shall be repaid within a ten (10) year period which includes a five (5) year 
moratorium on interest and principal payments.  Security on loans is by way of first or second legal 
mortgage.

Loans include interest capitalized during the moratorium period.

The loans receivable bear interest at 5% per annum (2005 � 5% per annum).  The loans have been in 
existence for less than five (5) years and are subject to the moratorium of interest and principal 
payments as described in Note 2.
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Small Hotels Investment Fund 
Notes to Financial Statements
December 31, 2006
(Amounts in Barbados Dollars)

 

5. Professional Fees 

Professional fees contain costs relating to the set up of the Small Hotels Refurbishment Scheme 
programme of $961,893 (2005 - $891,880). 

6. Management fees 

 Management fees are due to Enterprise Growth Fund Limited and are based on a contractual 
percentage of the average gross assets of the fund outstanding.  Included in Accounts Payable are 
Management Fees Payable of $56,778 and $132,773 as at December 31, 2006 and 2005 respectively. 

7. Commitments 

At the balance sheet date, $13,503,960 (2005 - $11,660,838) of the funds authorised to be invested in 
approved companies, have not yet been disbursed. 

8. Loan payable 

This amount which is payable to the Government of Barbados is unsecured and bears interest of 2.5% 
per annum. A moratorium on both principal advanced for loan financing and interest accrued thereon 
has been granted for a period of five (5) years, commencing September 1, 2005.  Repayment of both 
principal and interest shall commence on December 31, 2010 and is payable over the period of five (5) 
years, in ten (10) equal, semi-annual installments of $2,800,000 together with any interest accrued 
thereon, on June 30th and December 31st of each year. 

9. Grant payable 

This amount is payable, in annual amounts of $400,000, to the SHBI Inc. in order to fund the marketing 
plan over the five year period commencing April 2005.

10. Deferred income 

Deferred income represents the difference between the loan received from the government and the fair 
value of the liability. 

11. Financial instruments 

The financial instruments of the Fund are cash and short term deposits, interest receivable, loans 
receivable, accounts payable and loan payable. 

Interest rate risk 

The Fund�s exposure to interest rate risk is as disclosed in Note 3 and Note 4. 



ENTERPRISE GROWTH FUND LIMITED � ANNUAL REPORT 2006          �Making a Difference �         45

Small Hotels Investment Fund 
Notes to Financial Statements
December 31, 2006
(Amounts in Barbados Dollars)

11. Financial instruments - continued 

Credit risk 

Credit risk arises from the possibility that counter-parties may default on their obligations to the Fund.  
The maximum credit risk exposure of financial assets recognised in the balance sheet is represented by 
the carrying amount of the financial assets. 

Concentration of credit risk exists if a number of clients are engaged in similar activities or are located in 
the same industry sector or have similar economic characteristics such that their ability to meet 
contractual obligations would be similarly affected by changes in economic, political or other conditions.  
Concentration of credit risk indicates the relative sensitivity of the Fund�s performance to developments 
affecting a particular industry or geographical location.  Management does not believe that the 
concentration is unusual or provides undue risks. 

Fair value 

Fair value amounts represent the approximate values at which financial instruments could be exchanged 
in current transactions between willing parties.  The Fund�s financial instruments do not have an 
available trading market and therefore it is not possible to determine independently the estimated fair 
values.  The fair values of financial instruments are considered to approximate their book values. 

12. Subsequent event note 

Subsequent to the year end, a Letter of Intent was signed by the Government of Barbados and SHIF.  
The Government of Barbados has agreed to the provision of a grant of $2,000,000 to fund the marketing 
plan of SHBI (Note 9) and a loan of $28,000,000 to provide further loan financing for the Small Hotels 
Group Refurbishing Scheme.

13. Prior year adjustment 

The loan payable to the Government of Barbados (notes 8 and 11) has been restated to reflect the 
correct accounting treatment under IAS 39 Financial Instruments: Recognition and Measurement.  The 
requirements for IAS 39 override the relief in IAS 20, Accounting for Government Grants and Disclosure 
of Government Assistance.

IAS 39 requires loans at below-market rates initially to be measured at their fair value (i.e., the present 
value of the future cash flows discounted at a market interest rate) and interest to be imputed on the loan 
in subsequent periods. Any difference between the fair value of the loan on initial recognition and the 
amount received should be accounted for according to its nature.  Any difference between the amount 
received from the government and the fair value of the liability represents a government grant.
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Small Hotels Investment Fund 
Notes to Financial Statements
December 31, 2006
(Amounts in Barbados Dollars)

 

13. Prior year adjustment - continued 

Prior to 2006, this transaction had been treated as a loan payable of $30,000,000. 

A prior year adjustment has been recorded to reflect:- 
! The loan payable to the Government of Barbados $20,026,574 which represents the fair value of the 

low interest loan from government; 
! The deferred income of $7,973,426 which has arisen from the difference between the amount 

received from the Government of Barbados and the fair value of the liability which represents 
government grant;

! The interest accrued on the loan from government resulting in a decrease in retained earnings of 
$233,333;

! The grant received and increase in contributions of $400,000.

14. Comparative figures 

Certain of the 2005 comparative figures have been reclassified to conform to the current year�s 
presentation.
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KPMG  Telephone  (246) 427 - 5230 
Hastings Fax   (246) 427 - 7123 
Christ Church, BB 15154 Email  info@kpmg.bb 
Barbados

P.O. Box 690C 
Bridgetown, Barbados 

INDEPENDENT AUDITORS' REPORT

To the Trustees 

We have audited the accompanying financial statements of the Tourism Loan Fund, which comprise the 
balance sheet as at December 31, 2006, statement of changes in general fund, statement of income and 
statement of cash flows for the year then ended, and a summary of significant accounting policies and other 
explanatory notes. 

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

Auditors� Responsibility 
Our responsibility is to express an opinion on these financial statements based on our audit.  We conducted 
our audit in accordance with International Standards on Auditing.  Those standards require that we comply 
with relevant ethical requirements and plan and perform the audit to obtain reasonable assurance whether 
the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements.  The procedures selected depend on our judgment, including the assessment of the 
risks of material misstatement of the financial statements, whether due to fraud or error.  In making those risk 
assessments, we consider 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 principles 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 
opinion.

Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial position of the 
Tourism Loan Fund as at December 31, 2006, its financial performance and its cash flows for the year then 
ended in accordance with International Financial Reporting Standards. 

Chartered Accountants 
Bridgetown, Barbados 
April 10, 2007 

Carol L. Nicholls Michael A. Edghill 
KPMG, a Barbados partnership, is a Barbados member firm of  Rendra A. Gopee Brenda A. Pope 
KPMG International, a Swiss cooperative.



50          �Making a Difference �           ENTERPRISE GROWTH FUND LIMITED � ANNUAL REPORT 2006 

  Notes 2006  2005

Assets
Cash  $ 1,480,279 1,520,549 
Short term investments 3 10,389,525 14,942,198 
Interest receivable   20,212  173,432

Total current assets   11,890,016  16,636,179

Loans receivable 4  18,793,878  13,308,154

Total Assets  $  30,683,894  29,944,333

Liabilities and General Fund 
Liabilities:
Accounts payable and accrued liabilities  $  205,031  194,189

Total liabilities   205,031  194,189

General Fund: 
Capital contribution 6 30,000,000 30,000,000 
Accumulated earnings/(deficit)   478,863  (249,856)

Total funds   30,478,863  29,750,144

Total Liabilities and Funds  $  30,683,894  29,944,333

See accompanying notes to financial statements. 

Approved on behalf of the Board: 

.............................................  Trustee 

.............................................  Trustee 

Tourism Loan Fund 
Balance Sheet
December 31, 2006 with comparative figures for 2005
(Expressed in Barbados Dollars) 
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Accumulated  
  General (Deficit)/ 
  Fund Earnings Total

Balance at December 31, 2004 $ 30,000,000 126,285 30,126,285 

Net loss for 2005   -   (376,141)  (376,141)

Balance at December 31, 2005   30,000,000  (249,856)  29,750,144 

Net income for 2006   -   728,719  728,719

Balance at December 31, 2006 $  30,000,000  478,863  30,478,863

See accompanying notes to financial statements. 

Tourism Loan Fund 
Statement of Changes in General Fund
For the year ended December 31, 2006 with comparative figures for 2005
(Expressed in Barbados Dollars)
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 2006  2005

Income
Interest on short term investments $ 669,772 638,284 
Interest on loans  792,605  607,197

Total income  1,462,377  1,245,481

Expenses
Management fees 608,800 611,054 
VAT 91,320 91,658 
Advertising  21,495  -  
Professional fees 6,960 7,153 
Trustees fees 4,800 5,400 
Bank charges 283 545 
Loan losses  -   905,812

Total expenses  733,658  1,621,622

Net income/ (loss)  $  728,719  (376,141)

See accompanying notes to financial statements. 

Tourism Loan Fund 
Statement of Income
For the year December 31, 2006 with comparative figures for 2005
(Expressed in Barbados Dollars)
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   2006 2005

Cash flows from operating activities 
Net income/ (loss) $ 728,719 (376,141) 
Adjustments for: 

Provision for loan losses -  905,812 
Interest income (1,462,377) (1,245,481) 
Interest received  1,615,597  1,214,305

Operating profit before working capital changes 881,939 498,495 
Increase in accounts payable  10,842  23,563

Net cash from operating activities  892,781  522,058

Cash flows from investing activities 
Sale of short term investments � net 4,552,673 4,290,591 
Loans advanced (7,384,841) (5,537,396) 
Loans repaid  1,899,117  850,450

Net cash used in investing activities  (933,051)  (396,355)

(Decrease)/increase in cash during the year (40,270) 125,703 

Cash at beginning of year  1,520,549  1,394,846

Cash at end of year $  1,480,279  1,520,549

See accompanying notes to financial statements.

Tourism Loan Fund 
Statement of Cash Flows
For the year December 31, 2006 with comparative figures for 2005
(Expressed in Barbados Dollars)
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Tourism Loan Fund 
Notes to Financial Statements
December 31, 2006
(Expressed in Barbados Dollars)

 

1. Background 

The Tourism Loan Fund (�the Fund�) was established pursuant to: 

(i) a Trust Deed dated January 26, 2001 between the Central Bank of Barbados and the Trustees 
and;

(ii) a Management Agreement dated January 26, 2001 between the Trustees and Enterprise 
Growth Fund. 

Under the terms of the Trust Deed, the Central Bank of Barbados agreed to transfer $30 million to the 
Trustees for the purpose of establishing the Tourism Loan Fund.  The purpose of the Fund is to 
increase the level of capital available in the form of loan financing to small and medium-sized hotels 
and attractions operating in the tourism sector.

These financial statements were approved by the Trustees of the Fund on April 10, 2007. 

2.  Summary of Significant Accounting Policies

(a) Basis of preparation 

The financial statements are prepared in Barbados dollars on the historic cost basis in accordance 
with International Financial Reporting Standards (IFRS) promulgated by the International Accounting 
Standards Board (IASB).  IFRS incorporate all International Accounting Standards (IAS) and 
interpretations issued by its predecessor body, the International Accounting Standards Committee.  
The preparation of the financial statements in conformity with IFRS requires management to make 
estimates and assumptions that affect the reported amounts of assets, liabilities, and contingent 
assets and contingent liabilities at the balance sheet date and the income and expenses for the year 
then ended.  Actual amounts could differ from these estimates. 

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

(b) New standards and interpretations not yet adopted: 

 A number of new standards, amendments to standards and interpretations are not yet effective for 
the year ended 31 December 2006, and have not yet been applied in preparing these financial 
statements, those which were considered relevant to the Fund are as follows: 

IFRS 7 Financial Instruments: Disclosures and the Amendments to IAS 1 Presentation of Financial 
Statements: Capital Disclosures require extensive disclosures about the significance of financial 
instruments for an entity�s financial position and performance, and qualitative and quantitative 
disclosures on the nature and extent of risks.  IFRS 7 and amended IAS 1, which become 
mandatory for the Fund�s 2007 financial statements, will require extensive additional disclosures 
with respect to the Fund�s financial instruments. 
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Tourism Loan Fund 
Notes to Financial Statements
December 31, 2006
(Expressed in Barbados Dollars)

2.  Summary of Significant Accounting Policies (continued)

(c) Revenue recognition
Interest revenue is recognized on the accrual basis. Under the terms of the loan agreements, interest 
earned on a loan during the period of moratorium is capitalized to the loan principal. 

(d) Short term investments 
 Short-term investments comprising term deposits are categorized as held to maturity and are carried 

at cost. 

(e) Impairment 
The carrying amounts of the Fund�s assets are reviewed at each balance sheet date to determine 
whether there is any indication of impairment. If any such indication exists, the asset�s recoverable 
amount is estimated. For intangible assets that are not yet available for use, the recoverable amount is 
estimated at each balance sheet date. An impairment loss is recognized whenever the carrying 
amount of an asset or its cash-generating unit exceeds its recoverable amount. Impairment losses are 
recognized in the income statement. 

3. Short Term Investments 

These include term deposits with a maturity period of 6 months.  At the balance sheet date the 
effective interest rates ranged between 5.25% and 5.8% per annum (2005: 2.5% and 5.4% per 
annum).

4. Loans Receivable 

The Fund�s loans are categorized as originating loans and are carried at amortized cost.  These loans 
are secured by mortgage debentures and personal guarantees, and are repayable between three to 
fifteen years. Interest rates range from 5.5% to 7.5% at the end of 2006 (2005 -5.5% and 6.5%). 

A loan is considered to be impaired when principal and interest are past due ninety days or more or if 
there is objective evidence that the Fund will not be able to collect all amounts due according to the 
contractual terms of the loan.  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 based on the interest rate at 
inception of the loan.

When a loan is uncollectible, it is written off against the related allowance, subsequent recoveries are 
credited to the provision for loan losses in the statement of income. 
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Tourism Loan Fund 
Notes to Financial Statements
December 31, 2006
(Expressed in Barbados Dollars)

 

4. Loans Receivable (continued) 

At December 31, 2006 the maturity profile of loans is as follows: 

  Years to maturity 
 Up to One to Over Total Total 
 1 yr 5 yrs 5 Yrs 2006 2005

Business Sector $  -   -   20,572,078 20,572,078 15,086,354 

Less allowance for loan losses  (1,778,200)  (1,778,200)

   $ 18,793,878 13,308,154

As at the balance sheet date, interest not recognized in respect of delinquent loans amounted to 
$663,523 (2005: $474,618). 

5.  Corporation Tax 

Corporation tax has not been provided for in these financial statements since the Fund is exempt from 
the payment of corporation tax in accordance with Section 56 of the Central Bank of Barbados Act, 
Cap. 323C. 

6. Capital Contribution 

2006 2005

Capital contribution $  30,000,000  30,000,000

7. Related Party Transactions 

The Fund is managed by Enterprise Growth Fund Limited. Management fees charged for the year 
2006 amounted to $608,800 (2005: $611,054). Amounts included in accounts payable and accrued 
liabilities for outstanding management fees at year end were $196,964 (2005: $180,904). 

8. Financial Instruments 

Financial assets of the Fund include cash, short-term investments, interest receivable and loans 
receivable. Financial liabilities include accounts payable and accrued liabilities. 

(a) Credit risk 
Cash and short term investments are placed with two commercial banks.  Credit risk on loans is limited 
as these loans are shown net of provision for loan losses. 
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Tourism Loan Fund 
Notes to Financial Statements
December 31, 2006
(Expressed in Barbados Dollars)

8. Financial Instruments (continued) 

(b) Fair value 
The fair values of cash, short-term investments, interest receivable, loans receivable, accounts 
payable and accrued liabilities are not materially different from their carrying amounts. 

Fair value estimates are made at a specific point in time, based on market conditions and information 
about the financial instrument.  These estimates are subjective in nature and involve uncertainties and 
matters of significant judgment and therefore, cannot be determined with precision.  Changes in 
assumptions could significantly affect the estimates.

9. Commitments 

Loan commitments in respect of undisbursed loans at December 31, 2006 amounted to $6,120,116 
(2005: $12,610,124). 
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Tourism Loan Fund 
Notes to Financial Statements
December 31, 2006
(Expressed in Barbados Dollars)
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 Section 2

Auditors� Report to the Trustees of 
Tourism Loan Fund

“Making a Difference”



KPMG  Telephone  (246) 427 - 5230 
Hastings Fax   (246) 427 - 7123 
Christ Church, BB 15154 Email  info@kpmg.bb 
Barbados

P.O. Box 690C 
Bridgetown, Barbados 

Auditors' Report to the Trustees of the Tourism Loan Fund 

In connection with our examination of the financial statements of the Tourism Loan Fund for the year 
ended December 31, 2006 we ascertained that the relevant guidelines of the Policy and Operations 
Statement have been complied with.  Our examination was made in accordance with International 
Standards on Auditing and included such tests of accounting and other records, as we considered 
necessary in the circumstances. 

We report that in our opinion, for the year ended December 31, 2006: 

(1) the Manager of the Tourism Loan Fund in respect of the Policy and Operations Statement: 

(A) has complied with the following guidelines: 

Section 2  Eligibility and Nature of Projects 

Section 3 (1)  Loan Size 

Section 3 (2)  Loan Repayment Periods 

Section 3 (3)  Moratoria 

Section 3 (4)  Interest Rates 

Section 3 (5)  Loan Repayments 

Section 3 (6)  Refinancing  

Section 3 (7)  Loan Restrictions 

Section 4  Evaluation and Approval Procedures 
The Investment Committee fulfills the role of the Portfolio 
Investment Committee as stipulated in Section 7 

Section 5  Collateral and Security for Loans 

Section 6  Loan Write-Offs and Recovery Procedures 
There were no provisions made during the year ended 
December 31, 2006. 

Section 7 Financial and Operational Policies 

Section 8 (i) Management and Reporting in that: 
The audited financial statements were submitted within one 
hundred and twenty days following the year-end. 

Carol L. Nicholls Michael A. Edghill 
KPMG, a Barbados partnership, is a Barbados member firm of  Rendra A. Gopee Brenda A. Pope 
KPMG International, a Swiss cooperative. 



Section 8 (ii) The Manager of the Tourism Loan Fund shall provide to the 
 Trustees summary quarterly reports and semi-annual
 reviews of all loans in the Fund�s portfolio. 

(2) During the course of our examination, the following guidelines were not applicable: 

Section 9  Relations with the Central Bank of Barbados 
A request was not made by the Central Bank of Barbados 
for relevant information, documentation, and accounting 
records pertaining to loans in the Tourism Loan Fund�s 
portfolio.

Section 10 Conflicts of Interest 
  There were no loans granted to enterprises in which the 

Enterprise Growth Fund, as manager, or its directors or 
officers had an interest. As such there was no need for 
disclosure in the presentation of a loan proposal. 

Chartered Accountants 
Bridgetown, Barbados 
April 10, 2007 



62          �Making a Difference �           ENTERPRISE GROWTH FUND LIMITED � ANNUAL REPORT 2006 



ENTERPRISE GROWTH FUND LIMITED � ANNUAL REPORT 2006          �Making a Difference �         63

“Making a Difference”

Agricultural Development Fund
Financial Statements

Year ended December 31, 2006
(expressed in Barbados dollars)

The Inset Picture shown is 
Country Life Farms
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Agricultural Development Fund 

Management Committee�s Report



Skeete, Best & Co. Chartered Accountants
Tudor Bridge, St. Michael, Barbados W.I.

Tel. (246) 424-6626   Fax. (246) 425-5348
Email: ds.skeetebest@caribsurf.com
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Agricultural Development Fund 
Balance Sheet
As of December 31, 2006
(expressed in Barbados dollars)
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Agricultural Development Fund 
Statement of Changes in Funds
Year ended December 31, 2006
(expressed in Barbados dollars)
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Agricultural Development Fund 
Statement of Income
Year ended December 31, 2006
(expressed in Barbados dollars)
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Agricultural Development Fund 
Statement of Cash Flows
Year ended December 31, 2006
(expressed in Barbados dollars)
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Agricultural Development Fund 
Notes to Financial Statements
Year ended December 31, 2006
(expressed in Barbados dollars)

 



ENTERPRISE GROWTH FUND LIMITED � ANNUAL REPORT 2006          �Making a Difference �         73

Agricultural Development Fund 
Notes to Financial Statements
Year ended December 31, 2006
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Agricultural Development Fund 
Notes to Financial Statements
Year ended December 31, 2006
(expressed in Barbados dollars)
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Agricultural Development Fund 
Notes to Financial Statements
Year ended December 31, 2006
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Agricultural Development Fund 
Notes to Financial Statements
Year ended December 31, 2006
(expressed in Barbados dollars)
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Agricultural Development Fund 
Notes to Financial Statements
Year ended December 31, 2006
(expressed in Barbados dollars)
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Disaster Relief Revolving Fund
Financial Statements

Year ended December 31, 2006 (with comparatives for the period from 
April 01, 2005 to December 31, 2005) (expressed in Barbados dollars)

“Making a Difference”
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Skeete, Best & Co. Chartered Accountants
Tudor Bridge, St. Michael, Barbados W.I.

Tel. (246) 424-6626        Fax. (246) 425-5348
Email: ds.skeetebest@caribsurf.com
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Disaster Relief Revolving Fund 
Balance Sheet
As of December 31, 2006
(expressed in Barbados dollars)
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Disaster Relief Revolving Fund 
Statement of Changes in Funds
Year ended December 31, 2006 (with comparatives for the period from 
April 01, 2005 to December 31, 2005) (expressed in Barbados dollars)



Disaster Relief Revolving Fund 
Statement of Income
Year ended December 31, 2006 (with comparatives for the period from 
April 01, 2005 to December 31, 2005) (expressed in Barbados dollars)
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Disaster Relief Revolving Fund 
Statement of Cash Flows
Year ended December 31, 2006 (with comparatives for the period from 
April 01, 2005 to December 31, 2005) (expressed in Barbados dollars)
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Disaster Relief Revolving Fund 
Notes to Financial Statements
Year ended December 31, 2006
(expressed in Barbados dollars)

 



Disaster Relief Revolving Fund 
Notes to Financial Statements
Year ended December 31, 2006
(expressed in Barbados dollars)
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Disaster Relief Revolving Fund 
Notes to Financial Statements
Year ended December 31, 2006
(expressed in Barbados dollars)
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“Making a Difference”

Industrial, Investment and Employment Fund
Financial Statements

Year ended December 31, 2006

The Inset Picture shown is 
Bakers Choice Inc.
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Christ Church, BB 15154 Email  info@kpmg.bb 
Barbados

P.O. Box 690C 
Bridgetown, Barbados 

Auditors' Report
To the Trustees of Industrial, Investment and Employment Fund 

We have audited the accompanying financial statements of the Industrial, Investment and Employment 
Fund, which comprise the balance sheet as at December 31, 2006, statement of loss, statement of changes 
in fund, statement of cash flows for the year then ended, and a summary of significant accounting policies 
and other explanatory notes. 

Management�s Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with International Financial Reporting Standards. 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. 

Auditors� Responsibility 
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted 
our audit in accordance with International Standards on Auditing. Those standards require that we comply 
with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the 
financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor�s judgment, including the assessment 
of the risks of material 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 financial statements present fairly, in all material respects, the financial position of the 
Industrial, Investment and Employment Fund as at December 31, 2006, its financial performance and its 
cash flows for the year then ended in accordance with International Financial Reporting Standards. 

Chartered Accountants 
Bridgetown, Barbados 
April 16, 2007 

Carol L. Nicholls Michael A. Edghill 
KPMG, a Barbados partnership, is a Barbados member firm of  Rendra A. Gopee Brenda A. Pope 
KPMG International, a Swiss cooperative.
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  Notes 2006 2005
Assets
Cash and short term deposits 3 $ 9,554,831 6,165,679 
Due from related party 4  1,000,000 5,000,000 
Loans, bonds and lines of credit receivable � net 6  2,027,179 1,794,668 
Interest receivable    47,285  65,323 
Withholding tax recoverable    91,442  56,317

Total Assets $  12,720,737  13,081,987

Liabilities and Fund 
Liabilities
Accounts payable  $  118,188  113,843

Total Liabilities   118,188  113,843

Fund
Contribution   15,000,000 15,000,000 
Accumulated deficit    (2,397,451)  (2,031,856)

Total Fund   12,602,549  12,968,144 

Commitments 7   -   - 

Total Liabilities and Fund $  12,720,737  13,081,987

See accompanying notes to the financial statements. 

Approved on behalf of the Board: 

.................................................... Trustee

.................................................... Trustee

Industrial, Investment and Employment Fund 
Balance Sheet
As at December 31, 2006 with comparative figures for December 31, 2005
(Amounts in Barbados dollars)
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  Notes 2006 2005
Revenue 

Interest Income  $  497,221  263,286

Expenses
Management fees   343,143 349,805 
Provision for loan losses 6  381,772 942,702 
Write off of bond 6  100,000 -  
Legal fees   12,012 10,988 
Bank charges   479 172 
Advertising   10,747  - 
Professional fees   14,663  10,375

    862,816  1,314,042

Net Loss  $  (365,595)  (1,050,756)

See accompanying notes to financial statements. 

Industrial, Investment and Employment Fund 
Statement of Loss
For the year ended December 31, 2006 
with comparative figures for December 31, 2005 (Amounts in Barbados dollars)
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Contribution
Accumulated  

Deficit Total
    

Balances, December 31, 2004 
$ 15,000,000 (981,100) 14,018,900 

   
Net loss    -    (1,050,756)   (1,050,756)

    
Balances, December 31, 2005  15,000,000 (2,031,856) 12,968,144 

    
Net loss    -    (365,595)   (365,595)

    
Balances, December 31, 2006 $  15,000,000   (2,397,451)  12,602,549
     

See accompanying notes to financial statements. 

Industrial, Investment and Employment Fund 
Statement of Changes in Fund
For the year ended December 31, 2006 
with comparative figures for December 31, 2005 (Amounts in Barbados dollars)
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 2006 2005

Operating Activities 
Net loss $ (365,595) (1,050,756) 
Provision for loan losses  381,772 942,702 
Write off of bond  100,000 - 
Interest income   (497,221)  (263,286)

Operating loss before working capital changes  (381,044)  (371,340) 

Loans receivable  (714,283)  (544,419) 
Due from related party  4,000,000  - 
Accounts payable  4,345  2,653 
Interest received  480,134  258,246

Net cash from (used in) operating activities  3,389,152  (654,860)

Increase (decrease) in cash and short term deposits 3,389,152 (654,860) 

Cash and short term deposits � beginning of year  6,165,679  6,820,539

Cash and short term deposits � end of year $  9,554,831  6,165,679

See accompanying notes to financial statements 

Industrial, Investment and Employment Fund 
Statement of Cash Flows
For the year ended December 31, 2006 
with comparative figures for December 31, 2005 (Amounts in Barbados dollars)
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1. Incorporation and Principal Activities 

The Industrial, Investment and Employment Fund (�IIEF� or the �Fund�) began operations in Barbados on 
August 9, 2002 with contributions from the Government of Barbados.  The Fund is being capitalised up 
to a maximum of $25 million, by installments of $5 million each year from 2002.  The contributions are 
used to provide financing to local manufacturers to enhance and expand the productive capacity of the 
manufacturing sector in order to improve the level of competitiveness and financial viability. Over the 
past years the fund has not performed in accordance with expectations, this resulted in funds advanced 
not being fully utilized and therefore the Government of Barbados have not made any additional 
contributions for 2006. 

The Fund is not a legal entity but functions as a segregated pool of funds and it is managed by 
Enterprise Growth Fund Limited (EGFL).  The Investment Committee and the Board of Directors of 
EGFL are ultimately responsible for the approval and ratification of loans issued by IIEF. 

The financial statements were authorised for issue by the directors on April 16, 2007. 

2. Significant accounting policies 

(a) Basis of preparation 

The financial statements are prepared in Barbados dollars on the historic cost basis in accordance with 
International Financial Reporting Standards (IFRS) promulgated by the International Accounting 
Standards Board (IASB).  IFRS incorporate all International Accounting Standards (IAS) and 
interpretations issued by its predecessor body, the International Accounting Standards Committee.  The 
preparation of the financial statements in conformity with IFRS requires management to make estimates 
and assumptions that affect the reported amount of assets, liabilities, and contingent assets and 
contingent liabilities at the balance sheet date and the income and expenses for the year then ended.  
Actual amounts could differ from these estimates. 

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

(b) New standards and interpretations not yet adopted 

A number of new standards, amendments to standards and interpretations are not yet effective for the 
year ended 31 December 2006, and have not yet been applied in preparing these financial 
statements, those which were considered relevant to the Fund are as follows: 

IFRS 7 Financial Instruments: Disclosures and the Amendments to IAS 1 Presentation of Financial 
Statements: Capital Disclosures require extensive disclosures about the significance of financial 
instruments for an entity�s financial position and performance, and qualitative and quantitative 
disclosures on the nature and extent of risks.  IFRS 7 and amended IAS 1, which become mandatory 
for the Fund�s 2007 financial statements, will require extensive additional disclosures with respect to 
the Fund�s financial instruments. 

Industrial, Investment and Employment Fund 
Notes to Financial Statements
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(Amounts in Barbados dollars)

 



100          �Making a Difference �           ENTERPRISE GROWTH FUND LIMITED � ANNUAL REPORT 2006 

2. Significant accounting policies (continued) 

(c) Cash and short term deposits 

Cash and short term deposits comprise cash on hand, cash at bank and call and fixed deposits with 
original maturity dates of 90 days or less. 

(d) Loans receivable 

Loans are placed on a non-accrual basis when there is reasonable doubt regarding the collectibility of 
principal or interest or when principal and/or interest payments are ninety days or more in arrears. Upon 
classification of a loan to a non-accrual basis, any previously accrued but unpaid interest thereon is 
reversed against the current period.  Interest is only accrued to the extent that unpaid interest is paid and 
total accrued interest does not exceed one hundred and eighty days. In subsequent periods, interest 
received on non-accrual loans is recorded as income only if management has determined that the loans 
do not require specific provisions, otherwise all amounts are credited to principal. 

(e) Provision for loan losses 

Specific provisions are made on an individual basis, where management is of the opinion that collection 
is doubtful.

(f) Contributions 

Contributions from the government are recorded in the statement of changes in Fund. 

(g) Revenue recognition 

Interest income on loans receivable is accounted for on an accrual basis and is classified as accrued 
interest receivable to the extent that it is not received in the period in which it accrues. 

3. Cash and short term deposits 

2006 2005

Cash  $ 879,678 80,022 
Short term deposits   8,675,153  6,085,657

 $  9,554,831  6,165,679

Short term deposits consist primarily of fixed deposits with interest rates ranging from 5.0% to 5.75% 
(2005 � 5.0% to 5.25%) per annum. 

Industrial, Investment and Employment Fund 
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4. Due from related party 

The amount due from EGFL is unsecured, interest free and has no fixed terms of repayment. 

5. Management fees 

Management fees are due to EGFL and are based on a contractual percentage of the average gross 
assets of the fund outstanding. Included in accounts payable are Management Fees Payable of $87,007 
and $92,847 as at December 31, 2006 and 2005 respectively. 
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6. Loans, Bonds and Lines of Credit Receivable - Net 
2006 2005

Loans $ 2,506,905 2,020,232 
Bonds  200,000 200,000 
Revolving lines of credit   1,613,215  1,385,605

 $  4,320,120  3,605,837

Less Provision: 
Balance, beginning of year $  1,811,169  868,467 
Increase in provision for loan losses   381,772  942,702 
Write off of bond   100,000  - 

Balance, end of year $  2,027,179  1,794,668

The maturity structure of loans, bonds and lines of credit receivable is: 
2006 2005

On demand   (Lines of credit) $ 1,613,215 1,385,605 
Over 5 years  (Bonds and Loans)   2,706,905  2,220,232

 $  4,320,120  3,605,837

The interest rate applicable to the loans and lines of credit receivable was 5.50% at 2006 (2005 - 
6.50%). The interest rate applicable to all bonds was 10% at 2006 (2005 � 10%). 

The maximum loan size allowed is the greater of $2,000,000 and 8% of the total capitalisation balance of 
the Fund. Loans with repayment periods of five (5) years or less, will be granted a grace period (the 
period during which only interest payments are due and payable). For loans with repayment periods in 
excess of five (5) years, but less than or equal to ten (10) years, the grace period will be two (2) years.  
Loans with a repayment period in excess of ten (10) years, the grace period will be for three (3) years.  
The grace period is limited to the length of the contract for construction or installation.  Loans receivable 
includes revolving lines of credit which are due on demand. 

Security is by way of first or second legal mortgage on property(ies) owned by the borrower(s). 

7. Commitments 

At the balance sheet date, $4,766,675 (2005 - $537,466) of the loans approved had not yet been 
disbursed.
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8. Corporation tax 

Industrial, Investment and Employment Fund (IIEF) is not a legal entity, but functions as a segregated 
pool of funds and therefore under the Income Tax Act, the tax treatment is similar to that of a non-
incorporated entity. In previous years the IIEF has applied to the Ministry of Finance and Economic 
Affairs for waiver of corporation and withholding taxes and in 2006 the Ministry communicated to IIEF 
that waiver was granted for 2003 to 2005.

The Ministry also informed the IIEF that a decision had been taken to amend the Income Tax Act Cap 
73, to exempt from tax, funds provided by Government and used for purposes of promoting the 
development of sectors of the economy.

9. Financial instruments 

The financial instruments of the Fund are cash and short term deposits, due from related party, interest 
receivable, loans receivable and accounts payable. 

Interest rate risk 

The Fund�s exposure to interest rate risk is as disclosed in Notes 3 and 6. 

Credit risk 

Credit risk arises from the possibility that counter-parties may default in their obligations to the Fund.  
The maximum credit risk exposure of financial assets recognised in the balance sheet is represented by 
the carrying amount of the financial assets. 

Concentration of credit risk exists if a number of clients are engaged in similar activities or are located in 
the same industry sector or have similar economic characteristics such that their ability to meet 
contractual obligations would be similarly affected by changes in economic, political or other conditions.  
Concentration of credit risk indicates the relative sensitivity of the Fund�s performance to developments 
affecting a particular industry or geographical location.  Management does not believe that the 
concentration is unusual or provides undue risks. 

Fair value 

Fair value amounts represent the approximate values at which financial instruments could be exchanged 
in current transactions between willing parties.  The Fund�s financial instruments do not have an 
available trading market and therefore it is not possible to determine independently the estimated fair 
values.  The fair values of financial instruments are considered to approximate their book values. 
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