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GUIDING PHILOSOPHY

Enterprise Growth Fund Limited (EGFL) is committed to
fostering the growth of young, dynamic Barbadian firms
with superior entrepreneurial talent.

PRINCIPAL ACTIVITIES

On January 2, 1998 EGFL commenced operations as a
limited liability company to provide venture capital to
the small and medium sized enterprise (SME) sector
as well as business advisory services and technical
assistance to its client companies.

Within a few years of its inception, EGFLs core activities
evolved to include fund management services to a
number of dedicated, sector-specific Funds established
by the Government of Barbados to provide financing to
assist with the retooling of the productive sectors of the
economy.

These developments have enabled EGFL to cater to
a wider cross-section of businesses in fulfilling its
mandate of providing developmental finance to the
critical SME sector.




Changes in the Board of Directors

There were some changes in the board of directors during the year arising from directors’ resignations and
retirement. We take this opportunity to acknowledge Peter Miller (former Deputy Chairman of the board),
Anthony Hoyos and John Beale for their sterling contributions to the board during their tenure. We also express
appreciation to Sir Stephen Emtage who retired in June 2008. Sir Stephen was appointed a director of the board
from the company’s inception and we extend our gratitude for his outstanding service to EGFL.

We also take this opportunity to extend a warm welcome to the new directors of the board, namely, Terrence
Thornhill (Chairman), Richard Matthews (Deputy Chairman) and Horace Cobham.



Directors’
Report

Chairman’s
Statement

Introduction

| am pleased to report that EGFL has
reported its fifth consecutive year of
profitability with netincometotalling
$1.21 million which represents a
49.01% increase year on year. EGFL
is also poised to declare its second
consecutive dividend to its Class
A shareholders. This improved
position is heartening when it is
viewed against the backdrop of
the turmoil being witnessed in
global financial markets, coupled
with  heightened inflation and
significantly reduced aggregate
demand.

Economic Review

As a consequence of the impact
of the global recession, Barbados’
economy over the first nine months
of 2008 expanded by approximately
0.9%, significantly below the
average growth rate of 3.4% in
the preceding five years. The
slowdown in the economy was
concentrated mainly in the traded
sectors primarily tourism and to a
lesser extent manufacturing, while
an overall sluggish performance
of the non-traded sectors was
characterised by a marked decline
in construction activity.

Non-sugar agriculture and fishing

registered 3.2% growth in 2008.
This pick-up in activity was led by
a 37% spurt in fish landings, as a
result of a good flying fish season.
Conversely, chicken production,
which was adversely affected by
the higher cost of feed, dipped by
0.2% whilst production in the dairy
and livestock industry registered a
sharp decline.

These events have already begun
to impact at the enterprise level
and are being manifested by an
increasing number of requests for
rescheduling of outstanding loans
especiallyinourtourism,agriculture
and manufacturing  portfolios.
During 2008, we received several
requests for loan restructurings,
the majority of which has been
accommodated.

Performance Review

In spite of the challenges of 2008,
the majority of the Funds under
management performed creditably.
In particular the Tourism Loan Fund
(TLF), the Industrial, Investment
and Employment Fund (lIEF), the
Export Promotion and Marketing
Fund (EPMF) and the Small Hotels
Investment Fund (SHIF) reported net
positive incomes for the year under
review. In contrast the Agricultural
Development Fund (ADF) reported
a significant loss of $0.81 million
which was mainly attributable to
impairment losses from two large
investments made by the Fund
to support the development of
downstream value added products
in the cotton and sugar industries.
The Innovation Fund (IF) made a loss
of $46 thousand but this outturn is
consistent with the performance of
an innovation fund in its embryonic
years.

During the year under review there
was a significant reduction in the
demand for funding. Total approvals
for all Funds stood at $7.87 million
for fiscal year 2008 compared to
$36.28 million for the prior year.
Likewise disbursements declined
from $39.61 million in the prior year
to $30.01 million in 2008.

Two factors accounted for this
decline. First, during the latter half
of 2007, several hotels participating
in the Small Hotels Refurbishment
Programme for World Cup 2007
completed  construction  and
drawdown of the $30 million
allocated to this exercise. This
accounted for the bulk of the
disbursements made during the
priorfiscal year. Second, theimpact
of the astronomical increases in
the price of oil as well as other
commodities and food prices in
the first half of 2008, combined
with the collapse of international
financial markets served to weaken
investor confidence and dampened
the demand for long term credit
financing. Many projects that would
have been planned were either put
on hold or abandoned until the full
impact of the impending global
recession is better understood.

Major Highlights of the Fund
Management Portfolio

During 2008, the Government of
Barbados requested that EGFL
submit proposals to streamline
its operations so as to enable a
greater level of efficiency and long
term financial sustainability. To
this end, Government has agreed
to the following strategic changes
to the governance and operating
structure of EGFL which will be
implemented during 2009:

e That EGFL should proceed to
amalgamate the IIEF, the TLF and
the SHIF into a single Fund, for
the purpose of providing credit
financing to small and medium
sized enterprises (SME) in the
productive sectors.

e That EGFL should proceed to
raise approximately $30 million
on the local capital markets in
order to execute phase two of
the Small Hotels Refurbishment
Programme and further capitalize
the new Fund referred to above.

e That EGFL should proceed to
wind-downthe EPMFandtransfer
the residual proceeds of the Fund
to the Innovation Fund, which will



be expanded to provide funding
for seed capital, technology and
other high risk start-up projects.

These measures should generate

significant internal  economies
of scale resulting in reduced
administrative costs, improved

resource allocation to the SME
sector and better management/
board oversight. The reduction in
some duplicated efforts should see
a direct increase in operational
efficiency including better time
managementinareassuchasreport
generation, corporate meetings
and other activities as well as cost
savings in yearly audit fees.

In addition to the foregoing,
Government has announced the
establishment of a $15 million
Tourism Industry Relief Fund to
provide support to the tourism
sector to cushion the impact of the
expected fall in tourism stemming
from the recession in our major
source markets.

EGFL has been assigned the task
of allocating these funds on an
equitable and transparent basis to
eligible entities across the industry.
A Steering Committee comprising
government representatives,

tourism stakeholders and EGFL has
been established to oversee the
allocation of these funds.

It is our hope that this financial
initiative will bring some measure
of relief and serve as a timely fillip
not only to the tourism industry
in general but also to some of our
portfolio clients who may already
be registering a decline in business
activity.

Future Outlook

2009 will no doubt be a difficult year
but | am satisfied that EGFL is well
positioned to effectively confront
the challengesthatwill surface. We
are committed to working with our
portfolio clients in whatever way
thatis feasible to ameliorate the fall
out from the global recession.

The financial structure of EGFL
and the respective Funds is sound
comprising an asset base of $140
million of which 90% is funded
by equity, injected either by
government or our private sector
shareholders. | am confident
that EGFL will continue to fulfil its
mandate of providing financial
support to the SME sector as well
as improving its shareholder value.
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future.

Terrence A. Thornhill
Chairman



Management’s Discussion

Operational
p . 2008 OPERATING HIGHLIGHTS - EGFL
Review

For the Year 2008 2007 2006
Despite  the various
challenges experienced ($000)
during 2008 such as a | Total Assets 20,230 14,207 14,484
noticeable reduction in
the demand for financing | Investments/Loans Receivable 9,619 8,843 1,749
and a significant decline .
ininterest rates, EGFL has Stated Capital 15,542 10,542 10,542
reported its highest net | Tota| Revenue 3,541 3,309 2,742
income since inception.
This represents a | NetIncome after Tax 1,206 810 653
significant increase of —
49.01% over the previous | Provision for Investment/Loan Losses | 2,626 2,237 1,606
ear's results which
Ztood at $0.81 million. Key Performance Measures (%)
Some of the major factors :
which  contributed 1o Return on Equity 6.7 6.8 6.7
this  positive outcome | Efficiency 72.8 66.5 75.4
included a greater focus =
on cost-containment | Investment/Loan Loss Provision 21.5 20.4 18.3
within the organisation, . .
consistent follow up of Dellnqyency Ratio - 4.4 3.1 28
outstanding debts owed | Loansin Arrears over 90 days

by clients as well as the

booking of realised gains derived
from the redemption of shares in
one equity investment. It is worth
noting that this represents the first
investmentmade by EGFLwhich has
realised a capital gain. Additionally,
noticeable increases in investment
income of 31.6% over the previous
year were recorded as a result
of a more aggressive strategy in
managing delinquent clients as well
as regular monitoring of existing
clients.

Financial
Review

During the financial year EGFL
received an additional injection of
$5 million from the Government of
Barbados in order for the company
to continue its mandate of providing

financing to small and medium
sized businesses. As a result of
this, EGFLs total assets increased
to $20.23 million and consequently
EGFLs return on equity decreased
to 6.7%, a figure slightly lower than
the previous year's metric which
stood at 6.8%. Management does
not anticipate any further injections
by Governmentduring the upcoming
year.

The upward movement in EGFLs
total revenues of 7.0% was
mainly attributed to increases
in management fee income and
investment income. Consequently,
the net profit as a percentage of
total revenue for the year was
34.1% (2007 — 24.5%). EGFLs total
operating expenses for the financial
year decreased slightly to $2.39
million (2007 -$2.50 million) and

this was as a result of reductions
in provisions for impairment losses
booked on loans/investments.

During the period under review,
management  conducted an
assessment of its loan and equity

portfolio in order to ascertain
whether all  facilities  were
represented fairly and were

recorded at values in compliance
with International Financial
Reporting Standards (IFRS). This
resulted in specific provisions being
made to the extent of $0.41 million.
Several measures have been taken
to keep the delinquency ratio at
an acceptable level while at the
same time seeking to maintain an
aggressive debt collection strategy.
These initiatives are beginning to
realise tangible results.




Key Market
Conditions

It is evident that the impact of
the global recession is beginning
to trickle down to EGFL and
its associated Funds under
management. What was even
more apparent during 2008 was the
noticeable decline in demand for
financing across EGFL's off Balance
Sheet Funds. Total facilities
approved for 2008 were $7.87
million (2007 - $36.28 million) whilst
total dishursements for the same
period were $30.01 million (2007 -

$39.61 million). It should be noted
that these decreases were mainly
attributed to the full commitment
of funds under the SHIF and
the expected winding up of the
EPMF. Cumulatively, total facilities
approved and disbursed since
inception stood at $241.28 million
and $193.32 million respectively.

Transfers from the Government
during the year under review
totalled $29.76 million bringing the

total capitalisation across all funds
to $214.91 million. Outstanding
commitments were reported at
$11.10 million at year end with the
EPMF and the ADF accounting
for 32.2% and 26% of this amount
respectively. Totallapsed approvals
registered were $36.85 million (2007
- $27.58 million).

SUMMARY ANALYSIS OF APPLICATIONS FOR FUNDING

EGFL SHIF TLF ADF DLF IIEF IF EPMF TOTAL
Capitalisation($) | 15,542,491 35,000,000 |30,000,000 92,154,006 |2,000,000 |15,000,000 |5000,000 | 20,212,954 | 214,909,451
Approvals($) | 22,324,557 | 38,342,081 | 42,669,000 | 93,532,211 | 186,153 | 17,505,666 | 2,776,000 | 23,939,427 | 241,275,094
Disbursements($)

Grants 0 2,440,081 |0 61,028922 |0 0 40,000 14,395438 | 77,904,441
Loans/Bonds 12,024,304 30273333 | 24,782,043 | 25,014,154 | 180,162 13,161,080 |0 0 105,435,616
Equity 2,652,785 |0 0 4,000,000 |0 2,050,000 |[1,281,704 |0 9,984,489
Total 14,677,629 |32,713414 | 24,782,043 [90,043077 | 180,162 15,211,080 |1,321,704 | 14,395438 | 193,324,546
Commitments($)

Outstanding 833,428 1,202,826 |1,970582 |2,047,103 [5991 17,979 1454296  |3,568,669 | 11,100,874
Lapsed 6,813,500 | 4425841 15916375 |1,442,031 |0 2,276,607 |0 5975320 | 36,849,674
Liquid Assets | 6,023,565 |3,046357 |15626,880 |11,624076 |2328,164 | 700,065 2,538409  [6,013597  [47,901,113
Funds Available |5,190,137 | 1,843,543 13,656,298 [ 9,576,973  [2,322173 | 682,086 1,084,113  |2444928 | 36,800,239




Fund Management

Portfolio

Small Hotels
Investment Fund
(SHIF)

The $35 million 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 members of
the Intimate Group. The maximum

the creation of a $30 million Small
Hotels Refurbishment Scheme to
be managed by the SHIF, on terms
and conditions similar to those
in place for accessing financing
from the Small Hotels Investment
Fund. Its purpose was to provide
affordable financial and technical
resources to small hoteliers to
improve their physical product not
onlyin time for the event but also for
them to become more competitive
in the market place. This would
form the basis for increased
appeal, occupancy, average
rates, profitability and ultimately,

Bayfield House - Situated at Mullins, St. Peter
Funding from the SHIF was utilised to upgrade the property to provide a welcoming and

relaxing Barbadian experience for visitors.

loan size is $5.6 million and the
interest rate is fixed at 5% per
annum.

The Small Hotels Refurbishment
Scheme operated by the SHIF
commenced officially on April 1,
2005 with the objective to refurbish
and upgrade at least 500 of the 700
hotel rooms in the small hotels sub-
sector, bringing them to a minimum
3-star standard.

This programme of assistance to
small hotels, which are required
to be members of the Intimate
Group to access the Scheme, was
initiated by Government to forestall
the anticipated deficit in the
quantity and quality of rooms for
the ICC Cricket World Cup 2007. To
this end, Government announced

sustainability for the sub-sector.

Fourteen hotels representing a
total of 457 rooms participated
in the scheme. Of the 457 rooms,
313 represent existing rooms
refurbished and upgraded and the
opportunity was taken by these
hotelsto add 144 new roomsthereby
expanding these properties and the
overall rooms stock in Barbados.

In the nationwide programme
conducted by the Barbados Tourism
Authority and AAA to rate all hotels
and attractions in Barbados based
on international rating criteria,
3 out of the 14 hotels upgraded
under this programme were
awarded 2-Diamond ratings which
is considered exceptional when
compared to other well established

hotels which achieved similar
ratings. Three hotels achieved a
1-Diamond rating while there are
at least 4 hotels which are pending
inspection and are likely to do well
based on the quality of work which
has been completed.

This phase of the refurbishing
scheme is practically completed.
Construction work on five rooms in
one of the participating hotels was
delayed; however, remedial work
should be completed soon. The
refurbishing scheme on completion
is expectedto cost$31 million and at
December 31, 2008, disbhursements
totalled $27 million.

For the period under review, the
SHIF reported a profit of $0.16 million
compared to a loss of $0.93 million
in the prior year. The loss in the
prior year was a result of the cost
of technical assistance in the form
of architectural, interior design,
landscaping and other professional
services made available to hotels at
the build out phase of the scheme.

Government has agreed to a phase
2 of the refurbishment scheme
as there is an unfulfilled demand
for additional funding. There are
still 7 hotels representing another
155 rooms (96 existing and 59 new
build) which have shown a keen
interest in pursuing the opportunity
of refurbishment under the scheme
but all funds in the initial phase
have been fully committed. These
hotels are expected to require
$19.15 million in additional funds to
complete their projected works.

Tourism Loan
Fund (TLF)

The TLF 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.

Cumulative approvals net of lapsed
commitments at December 31, 2008
totalled $26.75 million, including
$1.45 million in new approvals for
2 projects in 2008, and aggregate
disbursements  were  $24.78
million. At the end of 2007 total
disbursements stood at $23.75
million; this relatively smallincrease
in disbursements confirms thatloan
activity was flat during 2008. It has
been posited that the slowdown
observed in 2008 might have been
related to the completion of the
frenetic construction activity which
characterised the lead-up to ICC
Cricket World Cup 2007 and the
slowing global economy observed
in the latter half of 2008.

The Chairman’s review noted that
plans are afoot to merge three of
the Funds under management,
including the TLF, into one Fund to
achieve more efficient allocation of
resources. It is projected that this
should become a reality during 2009
and once this is achieved, there is
the possibility that more financing
could be diverted to the tourism
sector simply because larger
projects would now be entertained
by the new Fund. This increase
in approvals and disbursements
could occur despite the expected
continuation of the recession in
Barbados’ main source markets for
tourists. The source of this demand
would be from those enterprising
companies with strong balance
sheets or those who prefer to
use this period of down turn for
refurbishing their properties.

Whatever the nature or source of
the demand for funding by SMEs
in the hospitality sector, EGFL is
positioning itself to meet their
needs. In this regard, EGFL is
proposing to issue a bond during
2009 to effectively capitalise the
new Fund since the resources of the
three heritage Funds are practically
exhausted. To this end, the critical
work done by EGFL of providing
concessionary financing to eligible

entities within the tourism sector
should continue unabated well into
the future.

Approximately 80% of the funds
approved for loans and equity
during 2008 went to two projects,

Mr. Edson Carter, Managing Director - Edson Carter Inc.
Funding from the ADF was utilised to assist with the construction of a wind tunnel pen for the

rearing of broilers.

Agricultural
Development

Fund (ADF)

As part of a strategy to enhance
the competitiveness and viability
of the local agricultural sector
through the adoption of improved
technology and better hushandry
practices, the ADF was established
in April 2002 by the Government of
Barbados. At inception, the Fund
was capitalised with $30.50 million;
by the end of December 2008, total
capital contributions totalled $92.15
million.

At December 31, 2008, cumulative
approvals of $92.09 million had
been recorded, net of lapsed
commitments. This  amount
represented an increase of $15.79
million over the corresponding
position at the end of the previous
year and comprised 29.88 million
in loan and equity commitments
and $62.21 million in grant
disbursements.

Within the category of loans and
equity, $1.57 million was approved
in 2008 while the amount confirmed
for grants during the year under
review totalled $14.29 million.

one in the poultry sector and
the other in the fish processing
area. Cumulative net approvals
in loans and equity continue to be
dominated by sugar, poultry, cotton
and vegetables/fruit while grants
are mostly skewed towards sugar.

While the financials reflect that
this is the second consecutive
year of losses, it must be noted
that this position is directly related
to impairment losses for two
relatively large investments which
represented initiatives to benefit
from down-stream value added
products in cotton and sugar. The
core of the portfolio outside these
two investments is performing
reasonably well and its record is
more representative of the overall
activities of the Fund.

Many of the Fund's clients struggled
with rapid increases in input costs
during 2008 and some have asked
forloansto be re-scheduled as their
businesses have been negatively
impacted. This has been facilitated
in some instances and these
requests are likely to continue into
2009. Given the concessionary
interest rate charged by the Fund,
which was 6.5% during 2008,
the developmental nature of this



financing window, and the stated
aim of Government to increase
food security, it is envisaged that
many of the ADF’s clients should be
in a position to weather the current
economic downturn.

During 2009 it is anticipated that
the ADF may be segregated into
different  financing  windows
based on the nature of funding
requests. The aim is to ensure
that a more realistic view of the
Fund's overall performance can be
obtained through the segregation
of developmental projects from the
commercial portfolio. Ultimately,
this will have no impact on the
resources available to the farming
community. However, it will allow
for a better assessment of the
commercial activities.

Industrial,
Investment and

Employment
Fund (IIEF)

This Fund was established in 2002
to encourage development within
the manufacturing sector, through
the provision of concessionary
financing to facilitate re-tooling and
expansion of the industrial base. It
is envisioned that this initiative
will continue to encourage and

promote improved international
competitiveness.
The IIEF experienced sluggish

activity during the review period,
sinceitsresourceswere almostfully
deployed in 2007. Additionally, this
sector remains relatively sensitive
to international pressures, and as
could be expected, the ongoing
global economic depression has
significantly dampened the level of
expansion in this area.

During 2008, one loan, totalling $0.9
million was approved under the IIEF,
which brought the total number
of approvals to nineteen and total

cumulative approvals to $17.51
million, since the commencement
of the Fund. This approval was
provided to assistthe applicant with
business/product expansion and
to supplement storage facilities.
This compares unfavourably to
the previous period (2007), where
the Fund approved five investment
proposals totalling $7 million which
covered a wider cross section of
the sector. Total disbursements at
the end of fiscal 2008 were $15.21
million, up by 26.6% from $12.01
million at December 31, 2007. Five
commitments totalling $2.28 million
had lapsed as at December 31,
2008.

The sharp decline in applications,
and likewise approvals, is
reflective of the general downturn
in the local economy during 2008,
and specifically the dwindling
performance experienced within
the manufacturing sector over the
last two years. According to the
Review of the Economy for 2008
produced by the Central Bank of
Barbados, real output in this sector
declined by 0.4% in 2008, following

a reduction of 2.9% in 2007.

EGFL is seeking to replenish this
Fund in order to foster further
development and expansion within
this vital sector of the economy.

Innovation

Fund (IF)

The IF was capitalised with $5
million in January 2003 and was
launched with a stated policy to
provide opportunities for funding
as well as technical assistance to
entrepreneurs who have innovative
ideas but who are in need of funds
to commercialise their ideas.

It has been acknowledged that
many of the proposals have been
speculative and as a result are not
projected to offer large returns.
However, it should be noted that

the Fund is making an invaluable
contribution by investing in the
gamut of non-traditional areas
including the cultural industries,
information technology and food
processing.

As at December 31, 2008, the Fund
had recorded 14 approvals totalling
$2.87 million, while $1.32 million
had been dishursed. Commitments
of $1.45 million are awaiting
completion of legal documentation
and/or the fulfilment of conditions
identified as prerequisites for
disbursement.

The IF's role also entails the
encouragement of innovativeness
in Barbadians, and to this end the
Fund has sponsored the Prime
Minister's Award for Innovation
Competition since its inception
in 2003/2004. The most recent
competition was managed by the
National Council for Science and
Technology and culminated in the
Awards Ceremony held in March
2008 where Mr. Vanavah Edwards
was awarded the first prize of $75
thousand for his project ‘The Duty
Free Data Card System’.

EGFL is therefore satisfied that
the Fund is contributing to the
commercialisation of innovative
products/services.  Through the
Innovation Competition the Fund
is playing a vital role in stimulating
the expansion of the non-traditional
SME sector and assisting in the
development of an entrepreneurial
culture of Barbados.

Export
Promotion and
Marketing Fund
(EPMF)

The EPMF was initially capitalised at
$12 millionin January 2007. The Fund
was created to provide funding by
way of a grant to corporate entities
including statutory corporations



involved in the business of exporting
and to assist with the development,
promotion and marketing of products
and services.

During 2008, Government made
a decision to wind down the
operations of the Export Promotion
and Marketing Fund. Invest
Barbados, a Government agency
charged with the responsibility of
growing exports and foreign direct
investment, has been assigned
responsibility for providing
support, financial and otherwise, to
businesses seeking to penetrate the
export market and will be funded
directly by Government.

There are six remaining clients
to whom we have a contractual

obligation to dishurse their
outstanding commitments. They
comprise a diverse range of
businesses in the cultural, tourism,
beverage, ecommerce and services
industries. One of the companies
in the culture and arts sector is
seeking to showcase a number of
Barbadian performing artists in the
international market while the other
is promoting the sale of paintings of
renowned Barbadian artists in the
export market. A leading beverage
company has also benefited from
a substantial export grant which is
being used to finance its product
launch in the United States market.

The results of these funding
interventions have been mixed.

The beverage company's foray
into the North American export
market has been stymied by the
current recession and it has
elected to suspend exports for the
time being but plans are in train to
resume exporting in the summer,
the seasonal high point for the
consumption of its product.

As at December 31, 2008, the
Fund reported assets of $6 million
made up primarily of cash and
cash equivalents. The Fund has
outstanding commitments of $3.56
million and when its operations are
wound down, approximately $1.76
million will be available to further
capitalise the Innovation Fund.

Summary

and Financial
Outlook for 2009

As 2009 progresses, we expect
that activity in the small and
medium sized business sector will
slow down as the full impact and
implications of the global recession
become apparent. Naturally, this
depressed activity will lead to less
demand for credit as businesses
tend to be cautious during times
of uncertainty. This may imply that
EGFL would have to work with some
of its clients to restructure loans
and to provide assistance to help
them weather the economic shocks
that may ensue from the impending
slow down.

There are some businesses which
are well placed to weather the

impending slow down. Those
with sound balance sheets and
strong competitive positions will
fare better than those with high
debt levels and weak strategic
positioning. It is our hope that
some of the stronger companies
will use this slow down as an
opportunity to further consolidate
their market position. Thus, even
though a general slow down in
economic activity is anticipated, the
residual demand provided by some
of the more resilient businesses
and the projects which are
currently being processed should
utilise a significant portion of the
uncommitted funds during 2009.

Despite these challenges EGFL
still needs to be in the forefront
of stimulating the expansion of
the SME sector. To this end, we
will continue to fund projects that
have an acceptable risk level

while ensuring that due diligence
procedures are comprehensive in
order to prevent an escalation in
the number of delinquent loans.

In addition to streamlining
operations by amalgamating a
number of Funds and raising a
bond issue on the capital market,
we will also seek to become a full
fledged financial intermediary so
as to access low cost funding from
the wholesale financing windows
available to developmental finance
institutions.

Despite the fact that 2009 is poised
to be a challenging year we are
confident that EGFL will continue its
trend of profitability. Thiswillhelpthe
company to be a financially viable
and sustainable developmental
financial institution as it pursues
its mandate of providing risk capital
for the development of the SME
sector.
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BPT Enterprises Inc.

The Restaurant at South Sea has been providing
quality cuisine in the island since 2003.
Management invested the funds obtained from
EGFLin the refurbishment of the property to ensure
that the excellent reputation was maintained.

The restaurant was recently rated AAA Four
Diamond 2009 for the fourth consecutive
year. Winners have been rated as such since
they consistently deliver a luxury experience,
complete with a high level of service, amenities,
and impressive surroundings. This internationally
accepted stamp of approval continues to enhance
the growing reputation of the restaurant and the
entire island of 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, 2008, 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.

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

Enterprise Growth Fund Limited as at December 31, 2008, its financial performance and its cash flows for
the year then ended in accordance with International Financial Reporting Standards.

Chartered Accountants
Bridgetown, Barbados
May 13, 2009

KPMG, a Barbados partnership, is a Barbados member firm of
KPMG International, a Swiss cooperative



ENTERPRISE GROWTH FUND LIMITED

Balance Shest

As at December 31, 2008
with comparative figures for December 31, 2007

{Amounts in Barbados Dollars)

Notes

Assets

Cash and short term deposits
Accounts receivable and prepayments, net
Loans receivable, net
Withholding tax recoverable
Other assets

Investments, net

Property, plant and equipment
Deferred tax asset

Due from related party
Pension asset ‘

oW

N—=O~NdD

Total Assets

Liabilities and Shareholders’ Equity

Liabilities

Accounts payable

Due to shareholder 8
Corporation tax payable 9
Deferred shareholder grant 10

Total Liabilities
Shareholders’ Equity
Stated capital 13
Accumulated surplus

Total Shareholders’ Equity

Total Liabilities and Shareholders' Equity
See accompanying notes to the financial statements.

on behalf of the Board:

Chairman

Director

....................................................

$

2008 2007
8,817,436 3,853,280
838,928 726,504
5,905,378 4,986,649
131,327 112,300
53,080 11,085
3,714,327 3,857,246
670,902 548,131

- 57,977
29,062 28,750
70,478 25,764
20,23 14,207,686
103,711 61,590
1,829,518 1,829,518
- 113,917
315,565 322,015
2,248,794 2,327,040
15,542,491 10,542,491
2,439,633 1,338,155
17,982,124 11,880,646
20,230,918 14,207,686



ENTERPRISE GROWTH FUND LIMITED

Statement of Income

For the year ended December 31, 2008
with comparative figures for December 31, 2007

(Amounts in Barbados Dollars)

Notes 2008 2007

Revenue
Management fees 15 $ 2,500,585 2,400,609
Evaluation fees 111,935 278,530
Investment income 535,656 407,041
Interest on short term deposits 193,566 159,044
Other 199,300 63,332

3,541,042 3,308,556
Expenses
Operating 1,901,176 1,781,259
Depreciation 73,573 93,096
Provision for loan losses 405,615 126,830
Provision for investment losses 9,711 467,720
Amortisation 33,835 33,834
Bad debt (recovery) (33,436) (3,855)

2,390,474 2,498,884
Income before taxation 1,150,568 809,672
Taxation 55,940 -
Net income $ 1,206,508 809,672

See accompanying notes to financial statements.



ENTERPRISE GROWTH FUND LIMITED

Statement of Changes in Shareholders’ Equity

For the year ended December 31, 2008

with comparative figures for December 31, 2007

(Amounts in Barbados Dollars)

Balances, December 31, 2006

Net income

Balances, December 31, 2007
Capital invested

Dividends paid

Net income

Balances, December 31, 2008

$

$

Accumulated

Class A Class B (Deficit)/

Shares Shares Total Surplus Total
3,501,000 7,041,491 10,542,491 528,483 11,070,974
- - - 809,672 809,672
3,501,000 7,041,491 10,542,491 1,338,155 11,880,646
- 5,000,000 5,000,000 - 5,000,000

- - - (105,030) (105,030)

- - - 1,206,508 1,206,508
3,501,000 12,041,491 15,542,491 2,439,633 17,982,124

See accompanying notes to financial statements.




ENTERPRISE GROWTH FUND LIMITED

Statement of Cash Flows

For the year ended December 31, 2008
with comparative figures for December 31, 2007

(Amounts in Barbados Dollars)

Notes

Operating Activities
Income before taxation

Adjustments for:-

Interest on short term deposits
Depreciation

Amortisation

Deferred shareholder grant
Bad debts (recovery)

Provision for investment losses
Provision for loan losses

Operating profit before working capital changes

Decrease (increase) in accounts receivable and prepayments
(Increase) in loans receivable

(Increase) Decrease in due from related party

Increase (Decrease) in accounts payable

Pension liability

Due to related party

Taxation
Interest received on short term deposits

Net cash from (used in) operating activities

Investing Activities
Investments
Purchase of fixed assets

Net cash used in investing activities
Financing Activities
Issue of shares
Dividends paid

Net cash from financing activities
Increase (decrease) in cash and short term deposits

Cash and short term deposits — beginning of year

Cash and short term deposits — end of year

See accompanying notes to financial statements.

2008 2007
$ 1,150,568 809,672
(193,566) (159,044)
73,573 93,096
33,835 33,834
(6,450) (27,200)
(33,436) (3,855)
9,711 467,720
5 405,615 126,830
1,439,850 1,341,053
(78,988) 25,819
(1,324,335)  (1,524,569)
(312) 28,750
42,121 (59,503)
(44,714) (26,037)
- (1,000,000)
33,622  (1,214,487)
(19,027) (18,075)
151,562 162,142
166,157  _(1,070,420)
133,208 (164,436)
7 (230.179) (82,970)
(96,971) (247,406)
13 5,000,000 -
(105,030) -
4,894,970 -
4,964,156  (1,317,826)
3,853,280 5,171,106
$ _ 8817436 3,853,280




ENTERPRISE GROWTH FUND LIMITED

Notes to Financial Statements

December 31, 2008

(Amounts in Barbados Dollars)

(@)

(b)

()

(d)

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 13, 2009.

Significant Accounting Policies

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.

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 December 31 2008, and have not yet been applied in preparing these financial
statements. Those which were considered relevant to the Company are as follows:

Amendments to IAS 32 Financial instruments: Presentation and IAS 1, Presentation of Financial
Statements are effective for annual periods beginning on or after January 1, 2009. The amendments
allow certain instruments that would normally be classified as liabilities to be classified as equity if
certain conditions are met. Where such instruments are reclassified, the entity is required to disclose
the amount, the timing and the reason for the reclassification.

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.

Accounts receivable, net

Accounts receivable are stated at their nominal value less any provisions for estimated irrecoverable
balances of $37,828 (2007: $44,639).



ENTERPRISE GROWTH FUND LIMITED

Notes to Financial Statements

December 31, 2008

(Amounts in Barbados Dollars)

(e)

(f)

(@)

(h)

(i)

Significant Accounting Policies, continued
Revenue recognition

Income from loans

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.

Management fees
Management fees are recognised as they accrue.

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.

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.

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%

Impairment

The carrying amounts of the Company’s assets are reviewed at each balance sheet date to determine
whether there is any indication of impairment. If any such indication exists, the asset’s recoverable
amount is estimated. An impairment loss is recognized whenever the carrying amount of an asset
exceeds its recoverable amount. Impairment losses are recognized in the income statement.



ENTERPRISE GROWTH FUND LIMITED

Notes to Financial Statements

December 31, 2008

(Amounts in Barbados Dollars)

0

(k)

o

Significant Accounting Policies, continued

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.

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 2007 the Income Tax Act Cap. 73, was amended to exempt from tax, funds provided to the
company and used for the purposes of promoting the development of sectors of the economy. As a
result no corporation tax has been calculated for the current year, and residual tax balance for income
year 2006 were reversed in 2008.

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

(n)

(0)

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

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.

Operating leases
Payments made under operating leases are recognized in profit or loss on a straight-line basis over the
term of the lease.



ENTERPRISE GROWTH FUND LIMITED
Notes to Financial Statements
December 31, 2008

(Amounts in Barbados Dollars)

3 Cash and Short Term Deposits

Cash and short term deposits consist primarily of:

Cash on hand and at bank $
Short term deposits

$

2008 2007
1,017,259 3,102,223
7,800,177 751,057
8,817,436 3,853,280

The applicable interest rates for the short term fixed deposits are 4.75% to 6.15% (2007 — 5% to 6.15%).

4  Accounts receivable and Prepayments, net

Accounts receivable and prepayments, net are comprised of:

Accounts receivable, net $
Prepayments

5. Loans Receivable, Net

2008 2007
814,529 710,299
24,399 16,205
838,928 726,504

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.



ENTERPRISE GROWTH FUND LIMITED
Notes to Financial Statements
December 31, 2008

(Amounts in Barbados Dollars)

5. Loans Receivable, Net, Continued

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: -

2008 2007
Under 1 year $ 2,200,000 1,010,262
1-5years 779,210 919,059
Over 5 years 2,926,168 3,057,328
$ 5,905,378 4,986,649

The movement in the loan loss provision during the year was as follows: -
2008 2007
Balance at January 1, 2008 $ 559,745 432,915
Impairment loss recognised 405,615 126,830
$ 965,360 559,745

Loans receivable carry interest rates of 7.5% per annum at the end of 2008 (2007 — 7.5% per annum).
However, net loans receivable also includes the amount of $159,804 (2007 - $128,476) relating to staff
loans. These amounts carry an interest rate of 5% per annum (2007 — 5% per annum).

6. Investments, net

2008 2007
Convertible bonds $ 2,101,565 1,764,682
Preferred shares 3,248,500 3,623,408

5,350,065 5,388,090

Less: Provision for investment losses:
Balance, beginning of year 1,683,073 1,215,353
(Decrease) Increase in provision (16,913) 467,720

1,666,160 1,683,073

Net investments 3,683,905 3,705,017
Commercial deposits 30,422 152,229

Balances, end of year $ 3,714,327 3,857,246



ENTERPRISE GROWTH FUND LIMITED

Notes to Financial Statements
December 31, 2008

(Amounts in Barbados Dollars)

6. Investments, Net, Continued

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 $305,015 (2007: $523,952) in new investments, and received
principal repayments totalling $838 (2007: $101,122) on one investment. In addition, there was the
divestment in shares of Transmed Inc. in the amount of $374,908 (2007: $18,045). These shares were
repurchased by the investee company at $1.33 (2007: $1) per share resulting in a gain of $198,701
(2007: $5,955).

The Company did not exercise its option to convert either unpaid interest or dividends during the years
ended December 31, 2008 and 2007.

Included in investments is an amount of $30,422 (2007: $152,229) 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, 2008

(Amounts in Barbados Dollars)

8. Due to Shareholder

Amounts due to shareholder represent funds expensed on the behalf of CRL Limited, a related party.
This amount is unsecured, interest free and has no fixed terms of repayment.

9. Taxation

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

item:
2008 2007
Property, plant and equipment $ - (231,908)
Deferred tax at 25% (2007:25%) $ - (57,977)
2008 2007
Corporation tax payable $ - 113,917

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
2007, The Income Tax Cap. 78, was amended to exempt for tax, funds provided by Government and
used for the purposes of promoting the development of sectors of the economy. As a result no
corporation tax has been calculated for the current year.



ENTERPRISE GROWTH FUND LIMITED

Notes to Financial Statements

December 31, 2008

(Amounts in Barbados Dollars)

10.

11.

12.

Deferred Shareholder Grant

Balance — January 1

Amounts received in current year:
Interest earned on funds

Amounts disbursed during the year

Balance — December 31

2008 2007

$ 322,015 349,215
9,650 11,471

(16,100) (38,671)

$ 315,565 322,015

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.

Due from Related Party

Due from related party

This amount represents the amount due from the Energy Efficiency Audit and Retrofit Fund. The
amount is unsecured, interest free and has no fixed terms of repayment.

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:

Balance Sheet
Present value of obligation
Fair value of plan assets

Unrecognised actuarial losses

Amount recognized in the balance sheet
Expense recognized in statement of income
Current service cost

Interest cost

Expected return on plan assets

Past service cost recognized

Expense recognized in statement of income

Actual return on plan assets

2008 2007
$ 661,705 580,583
(719,228) (569,463)
(57,523) 11,120
(12,955) (36,884)

$ (70,478) (25,764)
$ 61,509 65,720
43,485 33,249

(44,430) (33,884)

- 3,967

60,564 69,052

$ 19,272 48,973




ENTERPRISE GROWTH FUND LIMITED

Notes to Financial Statements
December 31, 2008

(Amounts in Barbados Dollars)

12. Defined Benefit Pension Plan, Continued

2008 2007
Movement in net liability recognized in the balance sheet
Net liability at the start of the year $ (25,764) 273
Contributions 60,564 69,052
Amount recognized in the income statement (105,278) (95,089)
Net (asset) liability at the end of the year $ (70,478) (25,764)
Movement in plan assets
Fair value of plan assets at start of year $ 569,463 398,647
Expected return on plan assets 44,430 33,884
Contributions paid — total 134,793 121,842
Actuarial gain (loss) on plan assets (25,158) 15,090
Benefits paid (4,300) -
Fair value of plan assets at end of year $ 719,228 569,463

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

Principal actuarial assumptions

Discount rate at end of year 7.50% 6.50%
Expected return on plan assets at end of the year 7.00% 7.00%
Future salary increases 6.50% 5.50%
Future changes in National Insurance Scheme ceiling 3.50% 3.50%

Historical information

2008 2007 2006
Experience adjustments arising on plan liabilities  $ 49,087 12,940 (235,994)
Experience adjustments arising on plan assets $ (25,158) 15,090 (2,588)
13. Stated Capital

2008 2007
Class A Shares — 35,010 shares (2007: 35,010) — no par value $ 3,501,000 3,501,000

Class B Shares — 120,415 shares (2007: 70,415)
shares — no par value 12,041,491 7,041,491

$ _15,542,491 10,542,491

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.



ENTERPRISE GROWTH FUND LIMITED

Notes to Financial Statements

December 31, 2008

(Amounts in Barbados Dollars)

13.

14.

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
entittement as stated above.

During the year, 50,000 (2007: NIL) Class “B” shares were issued to the Government of Barbados for a
subscribed value of $5,000,000 (2007: NIL).

The company declared and paid a dividend of $105,030 (2007: $nil). This dividend represented $3.00
per qualifying Class A Share.

Commitments

At the balance sheet date, $833,428 (2007: $764,726) of the cumulative funds authorised to be invested
in approved companies, had not yet been disbursed.

Non-cancellable operating lease rentals are payable as follows:

2008 2007
Less than one year $ 64,800 67,614
1-5years 75,670 132,358
Over 5 years Nil Nil

The Company leases an office under an operating lease. The lease runs for a period of four (4) years
expiring February 28, 2011, at which point an option to renew exists. At this time lease payments are
subject to a maximum of 10% increase and based on negotiations.

The Company also leases a motor vehicle under an operating lease. The lease term is for three (3)
years and expires on March 20, 2010, at which the option to renew exists.
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15. Funds Under Management

Management fees recognized as income are as follows;

2008 2007

Agricultural Development Fund $ 708,091 674,827
Export, Promotion & Marketing Fund 46,601 95,844
Industrial Investment and Employment Fund 305,417 303,112
Innovation Fund 115,142 122,811
Small Hotels Investment Fund 582,898 583,118
Tourism Loan Fund 742,436 620,897
$ 2,500,585 2,400,609

Amounts receivable related to management fees as at December 31, 2008 and 2007 were $715,470 and
$674,025 respectively.

16. Financial Risk Management

Introduction and overview
The Company has exposure to the following risks from its use of financial instruments:

e creditrisk

liquidity risk

market risk

operational risk

This note presents information about the Company’s exposure to each of the above risks, the objectives,
policies and processes for measuring and managing risk and the management of capital.

Risk Management Framework

The Board of the Company has overall responsibility for the establishment and oversight of the
Company’s risk management framework. Risk management policies are established to identify and
analyse the risks faced by the Company, in order to set appropriate risk limits and controls, and to
monitor risks and the adherence to limits. These policies and systems are reviewed regularly to reflect
changes in market conditions, products and services offered.

Credit risk
Credit risk is the risk of financial loss if a customer or counterparty to a financial instrument fails to meet
its contractual obligations, and arises principally from the Company’s loans and investment securities.
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16. Financial Risk Management, Continued

Loans receivable

The Company’s exposure to credit risk is influenced mainly by the individual characteristics of each
customer. A loan provisioning policy has been implemented and all clients are categorized according to
their credit risk profile. These assessments are used in order to determine the extent of provisions to be
made for the financial year.

Management of credit risk
Management has responsibility for the management of credit risk in accordance with the Company’s
established policies.

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

Carrying Amount

2008 2007
Held to maturity investments $ 2,184,067 1,844,716
Loans and receivables 5,905,378 4,986,649
Cash and cash equivalents 8,817,436 3,853,280
Total $ 16,906,881 10,684,645

Impaired loans and Securities

Impaired loans and securities are loans and securities for which management determines that it is
probable that it will be unable to collect all principal and interest due according to the contractual terms
of the loans/securities agreement(s).

Past due but not impaired loans

Loans and securities where contractual interest or principal payments are past due but management
believes that impairment is not appropriate on the basis of the level of security/collateral available and/or
the stage of collection of amounts owed.

Allowances for impairment

Management monitors the aging and credit quality of each loan facility extended through the monthly
preparation of a delinquency report. Allowances are established on a per loan basis as set in the
Company’s Loan Provisioning Policy.

Concentration of credit risk

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.
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16. Financial Risk Management, Continued

Impairment losses
The aging of accounts receivable at the reporting date was:

Gross Impairment Gross Impairment

2008 2008 2007 2007

Not past due $ 313,087 Nil 256,556 Nil
Past due 0 — 30 days 240,999 Nil 224,267 Nil
Past due 31 — 120 days 256,712 Nil 224,380 Nil
More than one year 38,350 37,828 49,735 44,638
Total $ 849,148 37,828 754,938 44,638

The movement in the allowance for impairment during the year was as follows:

2008 2007
Balance at beginning of year $ 44,639 48,493
Bad debt recovered (6,811) (3,855)
Balance at end of year $ 37,828 44,638

Write-off Policy

The Company writes off a loan/security balance (and any related allowances for impairment) when it
determines that the loans/securities are uncollectible. This determination is reached after considering
information such as the occurrence of significant changes in the borrower’s/issuer’s financial position
such that the borrower/issuer can no longer pay the obligation, or that proceeds from collateral will not
be sufficient to pay back the entire exposure.

The Company holds collateral against loans in the form of mortgage debentures over property, bills of
sale and/or personal or government guarantees.

Liquidity risk
Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations from its financial
liabilities.

Management of Liquidity Risk

Management’'s approach to managing liquidity is to ensure, as far as possible, that it will always have
sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the Company’s reputation.
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16. Financial Risk Management, Continued

Market risk

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

Market risk encompasses liquidity risk and price risk, both of which arise in the normal course of
business. Liquidity risk is the risk that the company may be unable to meet a financial commitment to a
customer or creditor when due. Price risk is the risk to earnings that arises from changes in interest
rates, commodity prices and their implied volatilities.

Management of market risks
Market risks are measured in accordance with established standards.

Currency risk
The Company had no significant currency risk at the end of the financial year.

Capital Management Policy

The Board’s policy is to maintain a strong capital base so as to maintain creditor and market confidence
and to sustain future development of the business. There were no changes in the Board’s approach to
capital management during the year.

Analysis of equity price risk

Equity price risk arises from available-for-sale equity securities held for meeting partially the unfunded
portion of the Company’s defined benefit obligations. Management monitors the mix of debt and equity
securities in its investment portfolio based on market expectations.

Exposure to interest rate risk
The principal risk to which non-trading portfolios are exposed is the risk of loss from fluctuations in the
future cash flows or fair values of financial instruments because of a change in market interest rates.

Except as disclosed in Notes 3, 5, 6, 8 and 11, the Company does not have any exposure to interest rate
risk.

Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes, associated with
the Company'’s processes, personnel, technology and infrastructure, and from external factors other than
credit, market and liquidity risks such as those from legal and regulatory requirements and generally
accepted standards of corporate behaviour. Operational risks arise from all of the Company’s
operations and are faced by all business entities.

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

The primary responsibility for the development and implementation of controls to address operational
risk is delegated to the management of the Company.



ENTERPRISE GROWTH FUND LIMITED
Notes to Financial Statements
December 31, 2008

(Amounts in Barbados Dollars)

16. Financial Risk Management, Continued

Financial income and expense

2008 2007
Interest income on unimpaired held-to-maturity investments $ 535,656 407,041
Interest income on bank deposits 193,566 159,044
Financial income 729,222 566,085
Financial expenses (415,326) (594,550)
Net Financial Income (Costs) $ 313,896 (28,456)
Investments
Non-current investment
Held-to-maturity investments $ 2,184,067 1,844,716
Available-for-sale investments NIL NIL

Fair value of financial assets and liabilities, together with the carrying amounts shown in the Balance
Sheet are as follows:

2008 2008 2007 2007

Carrying Amount Fair Value Carrying Value Fair Value

Cash and short term deposits $ 8,817,436 8,817,436 3,853,280 3,853,280
Accounts receivable 838,928 838,928 726,504 726,504
Loans receivable, net 5,905,368 5,905,368 4,986,649 4,986,649
Held to maturity investments 2,184,067 2,184,067 1,844,716 1,844,716
Due from related party 29,062 29,062 28,750 28,750
Accounts payable (103,711) (103,711) (61,590) (61,590)

Due to shareholder (1,829,518)  (1,829,518) (1,829,518)  (1,829,518)
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17. Fair value disclosure of financial instruments

The Company'’s activity as a provider of venture capital is one which involves transactions, which are
speculative in nature. Financial instruments consist of cash and short term deposits, accounts
receivable, loans receivable, interest due on short term deposits, investments, accounts payable, due to
shareholder and due to related party.

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.

18. Key Management Personnel Compensation
Key management personnel compensation paid during the year was as follows:
2008 2007

Salaries and short term benefits $ 730,827 704,910

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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Yellow Bird Hotel
St. Lawrence Gap, Christ Church

Yellow Bird Hotel (Sandcastle Limited), a jewel
of the “Gap”, exemplifies EGFLs commitment
to the tourism sector. Following the owners’
desire to improve the hotel’s aesthetic appeal
and foster a sustainable operation, the property
underwent a comprehensive renovation and
expansion programme, which was facilitated
through financing provided under the Small Hotels
Investment Fund.

The property now boasts twenty- five (25) fully
refurbished and cozy self contained apartments,
as well as a newly constructed complex housing
two (2) two-bedroom luxury suites, which some
guests have described as “a home away from
home”. The principals pride themselves in being
able to offer patrons quality accommodation,
excellent service and a memorable holiday
experience.

Geeta Chatrani, Owner/Manager of Yellow Bird Hotel
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SMALL HOTELS INVESTMENT FUND
INCOME STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 2008

NOTES 2008 2007
$ $

INCOME
Interest income 1,619,800 1,699,569
EXPENSES
Management fees (5) 783,367 765,816
Interest expense 597,025 877,518
Professional fees 79,331 975,352
Bank charges 963 1,986
Advertising 921 10,046

1,461,607 2,630,718
NET INCOME/(LOSS) FOR THE YEAR 158,193 (931,149)

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



SMALL HOTELS INVESTMENT FUND
STATEMENT OF CHANGES IN FUND
FOR THE YEAR ENDED DECEMBER 31, 2008

Contribution  Accumulated Total
Losses
$ $ $
Balances as at December 31, 2006 3,759,920 (363,925) 3,395,995
Net loss for the year (931,149) (931,149)
Balances as at December 31, 2007 3,759,920 (1,295,074) 2,464,846
Net income for the year 158,193 158,193
Balances as at December 31, 2008 3,759,920 (1,136,881) 2,623,039

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



SMALL HOTELS INVESTMENT FUND
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2008

2008 2007
$ $
Cash Flows from Operating Activities
Net income/(loss) for the year 158,193 (931,149)
Adjustments for:

Interest income (641,357) (1,699,569)
Surplus/(Deficit) before Working Capital Changes (483,164) (2,630,718)
Working Capital Changes:

(Increase)/decrease in Loans Receivable (3,494,976) (12,430,996)
(Increase)/decrease in Withholding Tax Recoverable (10,219) (71,384)
(Increase)/decrease in Due by Related Party 1,062 (1,062)
Increase/(decrease) in Interest Payable 597,025 877,518
Increase/(decrease) Grants Payable (400,000) -
Increase/(decrease) in Accounts Payable 100,777 2,107
Cash Generated from Operations (3,689,495) (14,254,535)
Net cash (used in) / from Operating Activities (3,689,495) (14,254,535)
Cash Flows from Financing Activities
Interest Received 685,526 1,838,208
Net cash (used in )/ from Financing Activities 685,526 1,838,208
Net decrease in cash (3,003,969) (12,416,327)
Cash - beginning of year 6,050,327 18,466,654
Cash - end of year 3,046,358 6,050,327
Cash and Cash Equivalents:
Short Term Deposits 1,000,000 4,405,100
Cash at Bank 2,046,358 1,645,227
3,046,358 6,050,327




SMALL HOTELS INVESTMENT FUND
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2008

NOTE: 1 INCORPORATION & PRINCIPAL ACTIVITY

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 November 4, 2002 to treat all advances to the SHBI as of
September 30, 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 3.

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 authorized for issue by the members on April 17, 2009.

NOTE: 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

@) 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 recognized 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
December 31, 2008, and have not yet been applied in preparing these financial statements. Those which were
considered relevant to the Fund are as follows:

Amendments to IAS 32, Financial instruments: Presentation and IAS 1, Presentation of Financial Statements are
effective for annual periods beginning on or after January 1, 2009. The amendments allow certain instruments
that would normally be classified as liabilities to be classified as equity if certain conditions are met. Where such
instruments are reclassified, the entity is required to disclose the amount, the timing and the reason for the
reclassification.

(c) Cash and Short term deposits
Cash and short term deposits comprise cash on hand, cash at bank and call and fixed deposits with maturity
dates of 90 days or less.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2008

NOTE: 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (cont’d)

(d) Loans receivable

Interest receivable on loans is recorded on an accrual basis. 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.

() Revenue recognition
Interest income is accounted for on an accrual basis.

(¢)] Grants
Income from government grants is recognized on a systematic basis over the five year period of the marketing
plan for SHBI.

(h) 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. An
impairment loss is recognized whenever the carrying amount of an asset exceeds its recoverable amount.
Impairment losses are recognized in the income statement.

() 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 SHIF had applied to the Ministry of Finance and Economic Affairs for waiver of corporation and withholding
taxes and in 2006 the Ministry communicated to SHIF that the waiver was granted for 2003 to 2005.

During the income year 2007, the Income Tax Act Cap. 73 (ref Section 9 (f)) was amended to exempt from tax,
funds provided by Government and used for the purposes of promoting the development sectors of the economy.
Management of the Fund anticipates that all taxes incurred during the income year 2006 will also be waived.

NOTE: 3 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 $5,600,000
and 15% of the initial capitalization 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.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2008

NOTE: 3 LOANS RECEIVABLE (cont'd)

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 on the hotel property.

Loans include interest capitalized during the moratorium period.
The loans all bear interest at 5% per annum (2007: 5% per annum).

Provision for doubtful debts at December 31, 2008 was $nil (2007: $nil).

NOTE: 4 CASH AND SHORT TERM DEPOSITS
2008 2007
$ $
Cash 2,046,358 1,645,227
Short term deposits 1,000,000 4,405,100
3,046,358 6,050,327

Short term deposits consist primarily of fixed deposits with interest rates at 4.00% to 5.75% (2007: 4.75% to
5.75%) per annum.

NOTE: 5 LOAN PAYABLE

This amount is due to the Government of Barbados. The original principal was $28.0 million, bearing interest at
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 will be payable over a 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.

NOTE: 6 GRANT PAYABLE

The Government of Barbados had stipulated at the outset when the Fund was established, that $2.0 million be
allocated to the Small Hotels of Barbados Inc (SHBI) as a grant for the funding of a marketing plan. In accordance
with the stipulation, the grant is being disbursed to SHBI via annual installments of $400,000 over a five (5) year
period which commenced in 2005. Two installments remain due.

NOTE: 7 COMMITMENTS

At the balance sheet date, $402,826 (2007: $5,396,153) of the funds authorized to be invested in approved
companies, has not yet been disbursed.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2008

NOTE: 8 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 of $204,206
and $99,050 as at December 31, 2008 and 2007 respectively.

NOTE: 9 FINANCIAL RISK MANAGEMENT

Risk Management Framework

The Investment Committee has overall responsibility for the establishment and oversight of the Fund's risk
management framework. Risk management policies are established to identify and analyze the risks faced by the
Fund, in order to set appropriate risk limits and controls, and to monitor risks and the adherence to limits. These
policies and systems are reviewed regularly to reflect changes in market conditions, products and services
offered.

The Fund has exposure to the following risks from its use of financial instruments:
(a) Credit Risk

(b) Liquidity Risk

(c) Market Risk

(d) Operations Risk

(e) Currency Risk

(f) Interest Rate Risk

€) Credit Risk
Credit Risk is the risk of financial loss if a customer or counterparty to a financial instrument fails to meet its
contractual obligations. It arises principally from the Fund’s loans receivable (see note 10).

(b) Liquidity Risk
Liquidity risk is the risk that the Fund will encounter difficulty in meeting obligations of its financial liabilities.

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

(c) Market Risk

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

Market risk encompasses liquidity risk and price risk, both of which arise in the normal course of business.
Liquidity risk is the risk that the Fund may be unable to meet a financial commitment to a customer or creditor
when due. Price risk is the risk to earnings that arises from changes in interest rates, commodity prices and their
implied volatilities.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2008

NOTE: 9 FINANCIAL RISK MANAGEMENT (cont'd)

(d) Operations Risk
Operations risk is the risk of direct or indirect loss arising from a wide variety of causes which may be
)] internal: associated with the Fund's processes, personnel, technology or infrastructure or
ii) external: derived from changes in legal or regulatory requirements, economic or market changes

Operations risks are faced by all business entities. Management is committed to ensuring that current best
business practices are maintained, so as to facilitate a well-controlled but not overly restrictive operating
environment.

(e) Currency Risk
The Fund had no significant currency risk at the end of the financial year.

® Interest Rate Risk
The principal risk to which non-trading portfolios are exposed is the risk of loss from fluctuations in the future cash
flows or fair values of financial instruments because of a change in market interest rates.

Except as disclosed in Notes 2 and 3 the Fund does not have any exposure to interest rate risk.

NOTE: 10 FINANCIAL RISK MANAGEMENT — LOANS RECEIVABLE

The Fund's exposure to credit risk is influenced mainly by the individual characteristics of each customer. A loan
provisioning policy has been implemented and all clients are categorized according to their credit risk profile.
These assessments are used in order to determine the extent of provisions to be made for the financial year.

Exposure to Credit Risk
The carrying amount of the financial assets represents the maximum potential credit exposure. The carrying
amount at the reporting date was:

2008 2007
$ $
Loans Receivable 30,679,617 27,184,642
Cash & Short Term Deposits 3,046,358 6,050,327
Total 33,725,975 33,234,969

The Fund mitigates against this exposure by holding collateral against the loans in the form of mortgage
debentures over property, bills of sale and/or personal or government guarantees. The Fund may become
exposed if the value of collateral decreases subsequent to the disbursement of the loan, due to market or other
factors unforeseen at the time of disbursement. Exposure may also arise if the principal balance together with
interest due exceeds the value of collateral originally pledged.

Impaired Loans and Securities

Impaired loans and securities are loans and securities for which management determines that it is probable that it
will be unable to collect all principal and interest due according to the contractual terms of the loans/securities
agreement(s).
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NOTES TO THE FINANCIAL STATEMENTS
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NOTE: 10 FINANCIAL RISK MANAGEMENT — LOANS RECEIVABLE (cont'd)

Past Due but not Impaired Loans

Loans and securities where contractual interest or principal payments are past due but management believes that
impairment is not appropriate on the basis of the level of security/collateral available and/or the stage of collection
of amounts owed.

Allowances for Impairment

Management monitors the aging and credit quality of each loan facility extended through the monthly preparation
of a delinquency report. Allowances are established on a per loan basis as set in the Fund's Loan Provisioning
Policy.

Concentration of Credit Risk

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.

Write-off Policy

The Fund writes off a loan/security balance (and any related allowances for impairment) when it determines that
the loan/security is uncollectible. This determination is reached after considering information such as the
occurrence of significant changes in the borrower's/issuer's financial position such that the borrower/issuer can no
longer service the obligation, or that proceeds from collateral will not be sufficient to repay the entire balance.

NOTE: 11 CAPITAL MANAGEMENT POLICY

The Investment Committee's policy is to maintain a strong capital base so as to maintain creditor and market
confidence and to sustain future development of the business. There were no changes in the Investment
Committee's approach to capital management during the year.



SMALL HOTELS INVESTMENT FUND
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2008

NOTE: 12  FINANCIAL INSTRUMENTS

Financial instruments consist of cash and short term deposits, loans receivable, interest receivable, loans
payable, interest payable and accounts payable.

Income and expenses derived through financial instruments were as follows:

2008 2007
$ $

Financial Income
Interest income on unimpaired held-to maturity investments 1,535,201 1,022,851
Interest income on bank deposits 84,599 676,718

1,619,800 1,699,569
Financial Expenses
Interest expense on loans 597,025 877,518
Net Income from Financial Instruments 1,022,775 822,051

Fair Value

Fair value amounts represent estimates of the consideration that would currently be agreed between
knowledgeable, willing parties who are under no compulsion to act and is best evidenced by a quoted market
value, if one exists. The company's financial instruments are not traded on a formal market. The fair values of
these instruments are considered to approximate their book values.

NOTE: 13 COMPARATIVE FIGURES

Where necessary the previous year's figures have been restated in order for the presentation to be consistent
with the current year.
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Zip Line Adventures (Barbados) Ltd.

Bridgetown Cruise Terminals Inc. (BCTI), in its
quest to improve the island’s entertainment
value, devised an initiative to offer visitors, and
locals alike, an adventure which would enhance
their overall experience in our tropical paradise.
The “Aerial Trek” seeks to blend eco-tourism
with adventure, to form an exhilarating, outdoor
experience.

As a result, BCTI approached EGFL for funding
from the Tourism Loan Fund to assist with the
establishment of a canopy tour in Jack-in-the-
Box Gully. The venture has significant potential
to boost the inland’s foreign exchange earnings
while diversifying the attractions sub-sector.
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KPMG

Hastings Telephone (246) 427-5230

Christ Church BB 15154 Fax (246) 427-7123
Barbados E-mail kpmgbds@caribsurf.com
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, 2008, 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, 2008, its financial performance and its cash flows for the year then
ended in accordance with International Financial Reporting Standards.

e

Chartered Accountants
Bridgetown, Barbados
April 16, 2009

KPMG, a Barbados partnership, is a Barbados member firm of
KPMG International, a Swiss cooperative



TOURISM LOAN FUND

Balance Sheet

December 31, 2008
with comparative figures for 2007

{(Expressed in Barbados Dollars)

Notes
Assets
Cash
Short term investments 3
Interest receivable
Total current assets
Loans receivable 4

Total Assets

Liabilities and General Fund
Liabilities:
Accounts payable and accrued liabilities
Total liabilities
General Fund:
Capital contribution 6
Accumulated earnings
Total funds

Total Liabilities and Funds

See accompanying notes to financial statements.

Approved on hehalf of the Trustees:

008 2007
360,913 619,629
16,265,967 12,163,348
31,618 758,410
15,658,498 13,641,387
18,303,168 20,110,766
33,961,666 _33,652.153
208,925 203,250
208,925 203,250
30,000,000 30,000,000
3,752,741 3,448,903
33,752,741 33,448,903
33,961,666 33,652,153



TOURISM LOAN FUND

Statement of Changes in General Fund

For the year ended December 31, 2008
with comparative figures for 2007

(Expressed in Barbados Dollars)

Balance at December 31, 2006
Net income for 2007
Balance at December 31, 2007
Net income for 2008

Balance at December 31, 2008

See accompanying notes to financial statements.

General  Accumulated
Fund Earnings Total
$ 30,000,000 478,863 30,478,863
- 2,970,040 2,970,040
30,000,000 3,448,903 33,448,903
- 303,838 303,838
$ _30,000,000 3,752,741 33,752,741




TOURISM LOAN FUND

Statement of Income

For the year ended December 31, 2008
with comparative figures for 2007

(Expressed in Barbados Dollars)

Income
Interest on short term investments
Interest on loans

Total income

Expenses
Management fees
Professional fees
Advertising

Trustees fees

Bank charges

Loan losses recovered

Total expenses

Net income

See accompanying notes to financial statements.

2008 2007

$ 628,422 573,001
571,944 1,366,971
1,200,366 1,939,972
864,077 714,031

19,768 20,920

8,453 8,343

3,900 4,800

330 38

- (1,778,200)

896,528 (1,030,068)

$ 303.838 2,970,040



TOURISM LOAN FUND

Statement of Cash Flows

For the year ended December 31, 2008
with comparative figures for 2007

(Expressed in Barbados Dollars)

Cash flows from operating activities
Net income

Adjustments for:

Provision for loan losses

Interest income

Interest received

Operating profit before working capital changes
Increase (decrease) in accounts payable

Net cash from operating activities
Cash flows from investing activities
Purchase of short term investments — net
Loans advanced
Loans repaid

Net cash used in investing activities

Decrease in cash during the year
Cash at beginning of year

Cash at end of year

See accompanying notes to financial statements.

2008 2007
303,838 2,970,040
- (1,778,200)
(1,200,366)  (1,939,972)
1,927,158 1,201,774
1,030,630 453,642
5.675 (1,781)
1,036,305 451,861
(3,102,619)  (1,773,823)
(871,812) (141,557)
2,679,410 602,869
(1,295,021)  _(1,312,511)
(258,716) (860,650)
619,629 1,480,279
360,913 619.629




TOURISM LOAN FUND

Notes to Financial Statements

December 31, 2008

(Expressed in Barbados Dollars)

1. Background

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

@0

(ii)

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

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 16, 2009.

2. Summary of Significant Accounting Policies

@)

(b)

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.

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 December 31, 2008, and have not yet been applied in preparing these
financial statements, those which were considered relevant to the Fund are as follows:

Amendments to IAS 32 Financial Instruments: Presentation and IAS 1, Presentation of Financial
Statements is effective for annual periods beginning on or after January 1, 2009. The
amendments allow certain instruments that would normally be classified as liabilities to be
classified as equity if certain conditions are met. Where such instruments are reclassified, the
entity is required to disclose the amount, the timing and the reason for the reclassification.



TOURISM LOAN FUND
Notes to Financial Statements
December 31, 2008

(Expressed in Barbados Dollars)

2. Summary of Significant Accounting Policies (continued)

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

(d)  Short term investments
Short-term investments comprising term deposits are categorised as held to maturity and are
carried at cost.

(e) 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.

() 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
recognised whenever the carrying amount of an asset or its cash-generating unit exceeds its
recoverable amount. Impairment losses are recognised in the income statement.

3. Short Term Investments

These include term deposits with maturity periods ranging from 3 to 6 months. At the balance sheet
date the effective interest rates ranged between 4.00% and 5.25% per annum (2007: 5.10% and
5.25% per annum).

4, Loans Receivable

The Fund’s loans are categorised as originating loans and are carried at amortized cost. These loans
are secured by mortgage debentures and personal guarantees, and are repayable between eight to
eleven years. Interest rates were between 7.5% and 10.5% at the end of 2008 (2007: 7.5%).

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 and subsequent recoveries
are credited to the provision for loan losses in the statement of income. The Fund Manager is entitled
to receive an incentive payment when the Fund recovers any principal and interest in respect of any
loan which may be classified as uncollectible and/or may have been written off the books of the Fund.
Such an incentive payment shall be three percent (3%) on the net amounts recovered.



TOURISM LOAN FUND

Notes to Financial Statements

December 31, 2008

(Expressed in Barbados Dollars)

4.

Loans Receivable, (continued)
At December 31, 2008 the maturity profile of loans is as follows:

Years to maturity

Up to One to Over Total Total
lyr 5vyrs 5Yrs 2008 2007
Business Sector $ 4,500,000 2,461,423 11,341,745 18,303,168 20,110,766

Less allowance for loan losses - -

$.18,303,168 20,110,766

As at the balance sheet date, interest not recognized in respect of delinquent loans amounted to
$2,005,763 (2007: $1,260,187).
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.
Capital Contribution

2008 2007

Capital contribution $ _30,000,000 30,000,000

Related Party Transactions

The Fund is managed by Enterprise Growth Fund Limited. Management fees charged for the year
2008 inclusive of VAT amounted to $864,077 (2007: $714,031). Amounts included in accounts
payable and accrued liabilities for outstanding management fees at year end were $183,972 (2007:
$179,157).

Commitments

Loan commitments in respect of undisbursed loans at December 31, 2008 were $NIL (2007:
$1,551,443)



TOURISM LOAN FUND
Notes to Financial Statements
December 31, 2008

(Expressed in Barbados Dollars)

9. Financial Risk Management

Introduction and overview
The Fund has exposure to the following risks from its use of financial instruments:

e credit risk
e liquidity risk
e market risk

e operational risk

This note presents information about the Fund’s exposure to each of the above risks, the objectives,
policies and processes for measuring and managing risk and the management of capital.

Risk Management Framework

The Trustees of the Fund have overall responsibility for the establishment and oversight of the Fund’s
risk management framework. Risk management policies are established to identify and analyse the
risks faced by the Fund, in order to set appropriate risk limits and controls, and to monitor risks and the
adherence to limits. These policies and systems are reviewed regularly to reflect changes in market
conditions, products and services offered.

Credit risk
Credit risk is the risk of financial loss if a customer or counterparty to a financial instrument fails to meet
its contractual obligations, and arises principally from the Fund'’s loan securities.

Loans receivable

The Fund's exposure to credit risk is influenced mainly by the individual characteristics of each
customer. A loan provisioning policy has been implemented and all clients are categorized according to
their credit risk profile. These assessments are used in order to determine the extent of provisions to be
made for the financial year.

Management of credit risk
Management has responsibility for the management of credit risk in accordance with the Fund’s
established policies.



TOURISM LOAN FUND
Notes to Financial Statements
December 31, 2008

(Expressed in Barbados Dollars)

9. Financial Risk Management, (continued)

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

Carrying Amount

2008 2007
Loans receivable $ 18,303,168 20,110,766
Short term investments 15,265,967 12,163,348
Total $ 33,569,135 32,274,114

Impaired loans and Securities

Impaired loans and securities are loans and securities for which management determines that it is
probable that it will be unable to collect all principal and interest due according to the contractual terms
of the loans/securities agreement(s).

Past due but not impaired loans

Loans and securities where contractual interest or principal payments are past due but management
believes that impairment is not appropriate on the basis of the level of security/collateral available and/or
the stage of collection of amounts owed.

Allowances for impairment

Management monitors the aging and credit quality of each loan facility extended through the monthly
preparation of a delinquency report. Allowances are established on a per loan basis as set in the Fund’s
Loan Provisioning Policy.



TOURISM LOAN FUND
Notes to Financial Statements
December 31, 2008

(Expressed in Barbados Dollars)

9. Financial Risk Management, (continued)

Concentration of Credit Risk

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.

Write-off Policy

The Fund writes off a loan/security balance (and any related allowances for impairment) when it
determines that the loans/securities are uncollectible. This determination is reached after considering
information such as the occurrence of significant changes in the borrower’'s/issuer’s financial position
such that the borrower/issuer can no longer pay the obligation, or that proceeds from collateral will not
be sufficient to pay back the entire exposure.

The Fund holds collateral against loans in the form of mortgage debentures over property, bills of sale
and/or personal or government guarantees.

Liquidity Risk
Liquidity risk is the risk that the Fund will encounter difficulty in meeting obligations from its financial
liabilities.

Management of Liquidity Risk

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

Market Risk

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

Market risk encompasses liquidity risk and price risk, both of which arise in the normal course of
business. Liquidity risk is the risk that the Fund may be unable to meet a financial commitment to a
customer or creditor when due. Price risk is the risk to earnings that arises from changes in interest
rates, commodity prices and their implied volatilities.

Management of Market Risks
Market risks are measured in accordance with established standards.

Currency Risk
The Fund had no significant currency risk at the end of the financial year.



TOURISM LOAN FUND

Notes to Financial Statements
December 31, 2008

(Expressed in Barbados Dollars)

9. Financial Risk Management, (continued)

Capital Management Policy

The Fund’s policy is to maintain a strong capital base so as to maintain creditor and market confidence
and to sustain future development of the business. There were no changes in the Fund’s approach to
capital management during the year.

Exposure to Interest Rate Risk
The principal risk to which non-trading portfolios are exposed is the risk of loss from fluctuations in the
future cash flows or fair values of financial instruments because of a change in market interest rates.

Except as disclosed in Notes 3 and 4 the Fund does not have any exposure to interest rate risk.

Operational Risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes, associated with
the Fund’'s processes, personnel, technology and infrastructure, and from external factors other than
credit, market and liquidity risks such as those from legal and regulatory requirements and generally
accepted standards of corporate behaviour. Operational risks arise from all of the Fund’s operations and
are faced by all business entities.

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

The primary responsibility for the development and implementation of controls to address operational
risk is delegated to the management of the Fund.

Financial income and expense

2008 2007
Interest income on unimpaired held-to-maturity investments $ 628,422 573,001
Interest income on bank deposits 571,944 1,366,971
Financial income 1,200,366 1,939,972

Financial expenses - -

Net Financial income $ _1,200,366 1,939,972




TOURISM LOAN FUND

Notes to Financial Statements
December 31, 2008

(Expressed in Barbados Dollars)

10. Fair value disclosure of financial instruments

Fair value of financial assets and liabilities, together with the carrying amounts shown in the Balance
Sheet are as follows:

2008 2008 2007 2007

Carrying Amount Fair Value Carrying Value Fair Value

Cash $ 360,913 360,913 619,629 619,629
Short term investments 15,265,967 15,265,967 12,163,348 12,163,348
Loans receivable, net 18,303,168 18,303,168 20,110,766 20,110,766
Interest receivable 31,618 31,618 758,410 758,410
Accounts payable (208,925) (208,925) (203,250) (203,250)

The Fund’s activity as a provider of loan financing to small and medium-sized hotels and attractions
operating in the tourism sector is one which involves transactions, which are speculative in nature.
Financial instruments consist of cash and short term deposits, loans receivable (net), interest due on
short term deposits and accounts payable.

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.
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KPMG

Hastings Telephone (246) 427-5230

Christ Church BB 15154 Fax (246) 427-7123
Barbados E-mail kpmgbds@caribsurf.com
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, 2008 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, 2008:

(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)
Section 3 (2)
Section 3 (3)
Section 3 (4)
Section 3 (5)
Section 3 (6)
Section 3 (7)

Section 4

Section 5

Section 6

Section 7

Section 8 (i)

Loan Size

Loan Repayment Periods

Moratoria

Interest Rates

Loan Repayments

Refinancing

Loan Restrictions

Evaluation and Approval Procedures

The Investment Committee fulfills the role of the Portfolio
Investment Committee as stipulated in Section 7

Collateral and Security for Loans

Loan Write-Offs and Recovery Procedures

There were no provisions made during the year ended
December 31, 2008.

Financial and Operational Policies

Management and Reporting in that:

The audited financial statements will be submitted within one
hundred and twenty days following the year-end.



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 Limited, 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.

e

Chartered Accountants
Bridgetown, Barbados
April 16, 2009
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Financial Statements
December 31, 2008

Wayne Cumberbatch

Mr. Cumberbatch has been providing cultivation
services to farmers in the southern parishes of
the island for over sixteen years. Funding from the
Agricultural Development Fund has enabled him
to purchase an additional tractor and increase the
efficiency of his operations thereby satisfying his
clientele with quality work completed in a timely
manner.
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Secretary

Mrs. Linda Harris

Bankers

RBTT Bank Barbados Ltd.
Bridgetown
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St. Michael



Enterprise Growth Fund Limited - Annual Report 2008 *Fostering Growth”




Enterprise Growth Fund Limited - Annual Report 2008 “Fostering Growth”




Enterprise Growth Fund Limited - Annual Report 2008 *Fostering Growth”




Agricultural Development Fund
Statement of Changes in Funds
Year ended December 31, 2008
(expressed in Barbados dollars)

Balance at January 1, 2007
Funds received from Government
Grants disbursed (Note 9)

Net loss

Balance at December 31, 2007
Funds received from Government
Grants disbursed (Note 9)

Net loss

Balance at December 31, 2008

The accompanying notes form an integral part of these financial statements

Retained
Development Earnings
Fund (Deficit) Total
$ $ $
24,764,812 1,459,793 26,224,605
13,000,000 - 13,000,000
(13,367,853) - (13,367,853)
- (716,192) (716,192)
24,396,959 743,601 25,140,560
20,995,000 - 20,995,000
(14,266,873) - (14,266,873)
- (806,687) (806,687)
31,125,086 (63,086) 31,062,000




Agricultural Development Fund
Statement of Loss

Year ended December 31, 2008
(expressed in Barbados dollars)

2008 2007
$ $

Revenue
Interest on deposits 329,945 487,378
Interest on loans 935,275 1,110,576
1,265,220 1,597,954

Expenses
Advertising and marketing 23,702 20,347
Bank charges 137 1,583
Management fees 814,303 776,051
Professional and consultancy fees 58,233 76,059
Provision for impairment losses 1,175,532 1,440,106
2,071,907 2,314,146
Net loss (806,687) (716,192)

The accompanying notes form an integral part of these financial statements



Agricultural Development Fund
Statement of Cash Flows

Year ended December 31, 2008
(expressed in Barbados dollars)

Cash flows from operating activities
Net loss
Adjustment for:

Provision for impairment losses

Operating profit before working capital changes
Decrease (increase) in interest receivable

Loans disbursed

Loans repaid

Decrease in revolving line of credit

Increase (decrease) in due from related companies
(Decrease) increase in due to related company

Cash generated from (used in) operations
Withholding tax received

Net cash from (used in) operating activities
Cash flows from financing activities
Funds received from Government

Grants disbursed

Net cash from (used in) financing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents - beginning of the year
Cash and cash equivalents- end of the year
Cash and cash equivalents comprise:

Cash
Term deposits (Note 3)

2008 2007
$ $
(806,687) (716,192)
1,175,532 1,440,106
368,845 723,914
(30,523) 35,613
(992,713) (6,347,148)
1,907,335 1,560,065
- 500,000
(58,622) 3,000
26,639 (1,019)
1,220,961 (3,525,575)
- 107,516
1,220,961 (3,418,059)
20,995,000 13,000,000

(14,266,873)

(13,367,853)

6,728,127 (367,853)
7,949,088 (3,785,912)
3,674,988 7,460,900
11,624,076 3,674,988
805,877 283,585
10,818,199 3,391,403
11,624,076 3,674,988

The accompanying notes form an integral part of these financial statements



Agricultural Development Fund
Notes to Financial Statements
Year ended December 31, 2008
(expressed in Barbados dollars)

1.

Establishment and purpose

The Agricultural Development Fund was established in Barbados by an Act of Parliament on
December 12, 2001. Financial resources, as determined by the Minister of Agriculture, are
paid into this Fund. These resources are used to finance projects and programmes that are
designed for the improved development of agriculture in Barbados.

The Fund’s operations commenced on March 28, 2002.
Significant accounting policies
Basis of preparation

These financial statements are prepared in accordance with International Financial Reporting
Standards promulgated by the International Accounting Standards Board.

Basis of measurement

The financial statements are prepared on the historical cost basis except that the following
assets are stated at their fair value: financial instruments at fair value through profit and loss
and financial instruments classified as available-for-sale.

Use of estimates and judgements

The preparation of financial statements in conformity with International Financial Reporting
Standards requires management to make judgements, estimates and assumptions that affect
amounts reported in the financial statements and accompanying notes. Actual results could
differ from those estimates.

Standards, amendments and interpretations effective in 2008 but not relevant

The following standards, amendments and interpretations are mandatory for accounting
periods beginning on or after January 1, 2008 but are not relevant to the Fund'’s operations:

IFRIC 12: Service concession arrangements

IFRIC 13: Customer loyalty programmes

IFRIC 14: IAS 19 — The limit on a defined benefit asset, minimum funding
requirements and their interaction

New Standards and interpretations not yet effective

New Standards, interpretations and amendments to existing standards that are not yet
effective and have not been early adopted by the Fund:

° IFRS 8 Operating Segments supersedes IAS 14 Segment Reporting. This
Standard becomes mandatory to the Fund’'s 2009 financial statements and
requires extensive quantitative disclosures pertaining to the performance and
management of business segment as internally identified and managed.



Agricultural Development Fund
Notes to Financial Statements
Year ended December 31, 2008
(expressed in Barbados dollars)

2.

Significant accounting policies ...continued

New Standards and interpretations not yet effective ...continued

o Amendments to the IAS 32 Financial Instruments: Presentation, and 1AS 1
Presentation of Financial Statements are effective for annual periods
beginning on or after January 01, 2009. The amendments allow certain
instruments that would normally be classified as liabilities to be classified as
equity if certain conditions are met. Where such instruments are reclassified,
the entity is required to disclose the amount, the timing and the reason for
the reclassification. The amendments are not expected to have a material
impact on the financial statements.

° IAS 23 (Amendment), Borrowing costs (effective from January 1, 2009). The
amendment requires an entity to capitalise borrowing costs directly
attributable to the acquisition, construction or production of a qualifying
asset (one that takes a substantial period of time to get ready for use or
sale) as part of the cost of that asset. The option of immediately expensing
those borrowing costs will be removed. The Fund does not have any such
assets at present.

Foreign currencies
Transactions arising during the year involving foreign currencies are converted at the rates
prevailing on the dates the transactions occurred. Differences arising from fluctuations in
exchange rates are included in the statement of loss.
Taxation
The Fund applied to the Minister of Finance and Economic Affairs by letter dated February
06, 2004 and was granted an exemption from corporation tax with effect from income year
2002.
Cash and cash equivalents
Cash and cash equivalents are short term highly liquid investments which are readily
convertible into known amounts of cash without notice and which are within three (3)
months of maturity when acquired. These are shown at cost.
Financial instruments
i) Classification
Originated loans are loans created by the Fund providing money to a debtor other
than those created with the intention of short-term profit taking. Originated loans

comprise loan to customers.

Held-to-maturity assets are financial assets with fixed or determinable payments and
fixed maturity that the Fund has the intent and ability to hold to maturity.



Agricultural Development Fund
Notes to Financial Statements
Year ended December 31, 2008
(expressed in Barbados dollars)

2.

Significant accounting policies ...continued

Financial instruments ...continued

ii)

Available-for-sale assets are financial assets that are not financial assets at fair value
through profit and loss, originated by the Fund, or held-to-maturity. Available-for-
sale instruments include certain equity investments.

Recognition

The Fund recognises financial assets on the date it commits to purchasing the assets
or originating loans. From this date, any gains and losses arising from changes in fair
value of assets are recognised.

Measurement
Financials instruments are measured initially at cost, including transaction costs.

Subsequent to initial recognition all available-for-sale assets are measured at fair
value based on their quoted market price at the balance sheet date without any
deduction for transaction costs. Where the instrument is not actively traded or
guoted on recognised exchanges, fair value is determined using discounted cash flow
analysis. Where discounted cash flow techniques are used, estimated future cash
flows are based on management’s best estimates and the discount rate is a market
related rate at the balance sheet date for an instrument with similar terms and
conditions.

Any available-for-sale asset that does not have a quoted market price in an active
market and where fair value cannot be reliably measured, is stated at cost, including
transaction costs less impairment losses.

Gains and losses arising from the change in fair value of available-for-sale
investments subsequent to initial recognition are accounted for as changes in the
investment revaluation reserve.

All originated loans and held-to-maturity assets are measured at amortised costs less
impairment losses. Amortised cost is calculated on the effective interest rate method.
Premiums and discounts including initial transaction costs are included in the carrying
amount of the related instrument and amortised based on the effective interest rate
of the instrument.

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.

An impairment loss is recognised whenever the carrying amount of an asset exceeds its
recoverable amount. Impairment losses are recognised in the statement of loss.
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Notes to Financial Statements
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2.

Significant accounting policies ...continued
Impairment ...continued

When there is objective evidence that an available-for-sale financial asset is impaired, the
cumulative loss that had been recognised in reserves is recognised in the statement of loss
even though the financial asset has not been derecognised. The amount of the cumulative
loss is the difference between the acquisition cost and current fair value, less any impairment
loss on that financial asset previously recognised in the statement of loss.

An originated 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.

i)  Calculation of recoverable amount

The recoverable amount of the Fund’s originating loans is calculated as the present
value of estimated future cash flows, including amounts recoverable from guarantees
and collateral, discounted at the original effective interest rate (i.e. the effective
interest rate computed at the initial recognition of these financial assets).

The recoverable amount of other assets is the greater of their net selling price and
value in use. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current
market assessment of time value of money and the risks specific to the asset.

i) Reversals of impairment

An impairment loss in respect of a loan carried at amortised cost is reversed if the
subsequent increase in recoverable amount can be related objectively to an event
occurring after the impairment loss was recognised.

In respect of other assets, an impairment loss is reversed if there has been a change
in the estimates used to determine the recoverable amount.

An impairment loss is reversed only to the extent that the asset’s carrying amount
does not exceed the carrying amount that would have been determined, net of
depreciation or amortisation, if no impairment loss had been recognised.

Revenue recognition
Loans and investments

Interest income is accounted for on the accrual basis for investments, and all other loans
other than non-accrual loans, using the effective interest yield method. When a loan is
classified as non-accrual, accrued but uncollected interest is reversed against income of the
current period, unless the loan, including accrued interest, is fully secured and in the process
of collection. Thereafter, interest income is recognised only after the loan reverts to
performing status.
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2.

Significant accounting policies ...continued

Grants

The Fund provides grants to the agricultural sector to finance projects which contribute to
the long-term development and sustainability of agriculture in Barbados. Such grants, when
disbursed, are recognised in the accounts as a reduction in the equity of the Fund.

Cash equivalents

These are time deposits placed with financial institutions.

Financial Institution Date of Maturity Interest Rate Principal ($)

2008

Clico Mortgage & Finance Corp. January 1, 2009 5.75% 3,594,887

RBTT Bank Barbados Ltd. January 7, 2009 4.50% 4,700,000

RBTT Bank Barbados Ltd. March 10, 2009 4.00% 1,500,000

RBTT Bank Barbados Ltd. March 29, 2009 5.00% 1,023,312
10,818,199

2007

Clico Mortgage & Finance Corp. January 1, 2008 6.00% 3.391.403

Related party transactions

The Enterprise Growth Fund Limited serves as manager of, and provides disbursement and
administrative assistance to the Fund. As a result of providing such services, the Enterprise
Growth Fund Limited receives a management fee based on the value of the gross assets of
the Fund, calculated quarterly and payable in arrears, at a rate of 0.5%.

Charges of $814,303 (2007 - $776,051) were incurred during the year in respect of
management fees payable to the Enterprise Growth Fund Limited. At December 31, 2008,
the related party balances were as follows:

2008 2007

$ $
Due to Enterprise Growth Fund Limited (277,187) (249,486)
Due to Small Hotels Investment Fund - (1,062)
(277,187) (250,548)

Due from Disaster Relief Revolving Fund 113,322 74,564
Due from Export Promotion Fund 19,864 -
133,186 74,564

These balances are unsecured, interest-free and are repayable on demand.



Agricultural Development Fund
Notes to Financial Statements
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5.

Available-for-sale investment

The Fund has committed to invest $4,000,000 in 2% cumulative, redeemable, convertible
Class A preferred shares at $1 per share in Exclusive Cottons of the Caribbean Inc. (ECCI) to
be redeemed no later than March 31, 2015 at a price not greater than $3.32 per share. The
Fund has reserved the right to convert any dividends not paid within twenty-four calendar
months of their due date into additional Class A preferred shares at a price of $1.00 per
share. At the end of the financial year, the Fund had invested $4,000,000 in ECCI and

4,000,000 shares had been issued.

Original cost
Less: Allowance for impairment

Revolving line of credit

The revolving line of credit at year end comprised:
Interest rate

2008 2007
% %
Exclusive Cottons of the Caribbean Inc. 6.5% 6.5%

Less: Provision for credit loss

Loans receivable

The loans at year end comprised:
Interest rate

2008 2007

% %

1to 5 years 3.0 3.0
1 to 5 years 5.5 5.5
1 to 5 years 6.0-6.5 6.0-6.5
1 to 5 years 7.0 7.0
Over 5 years and up to 10 years 6.0-6.5 6.0-6.5
Over 10 years and up to 15 years 6.0-6.5 6.0-6.5

Less: Provision for loan losses

2008 2007

$ $
4,000,000 4,000,000
(976.462) (852,150)

3.023.538 3.147.850

Outstanding balance

2008 2007

$ $
504,136 504,136

(504,136) (504.136)

Outstanding balances

2008 2007

$ $

152,312 290,252
733,058 -
7,682,873 2,343,146
65,196 79,791
6,696,133 12,466,696
2,101,450 3,165,759
17,431,022 18,345,644
(1,216,905) (165,685)

16,214,117 18,179,959



Agricultural Development Fund
Notes to Financial Statements
Year ended December 31, 2008
(expressed in Barbados dollars)

8.

10.

Taxation
2008 2007
$ $
Balance Sheet:
Withholding taxes refundable — year of income 2003 22,714 22.714

Exemption From Corporation and Withholding taxes

The Fund applied to the Minister of Finance and Economic Affairs (“the Minister”) on
February 06, 2004 for a waiver of the payment of withholding and corporation taxes. On
June 24, 2005 the Minister, under the Duties, Taxes & Other Payments (Exemption) Act, Cap
67B, granted the Fund:

a) A refund of withholding tax paid under the Income Tax Act for income years 2002, 2003
and 2004;

b) An exemption, effective January 1, 2005, from the payment of withholding tax payable
under the Income Tax Act;

¢) An exemption, effective income year 2002, from the payment of corporation tax under
the Income Tax Act.

Grants disbursed

During the year, the following grants were disbursed:

2008 2007
$ $

Barbados Agricultural Development and
Marketing Corporation 8,000,000 3,038,152
Barbados Agricultural Management Co. Ltd 3,748,651 9,181,629
Barbados Agricultural Society 41,980 -
Barbados Cotton Industry - 305,813
Ministry of Agriculture & Rural Development 5,467 80,577
Pinnacle Feeds 1,970,775 -
Southern Meats Inc. 500,000 761,682

14.266.873 13.367.853
Commitments

At the year end, the following commitments were outstanding:

2008 2007

$ $

Loans 863,500 444 785
Grants 1,183,603 1,274,020

2.047.103 1.718.805
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11.

Financial risk management

a)

b)

Introduction and overview

The Fund has exposure to the following risks from its use of financial instruments:

credit risk
liquidity risk
market risk
operational risk

This note presents information about the Fund's exposure to each of the above risks,
the objectives, policies and processes for measuring and managing risk and the
management of capital.

Risk management framework

The Management Committee has overall responsibility for the establishment and
oversight of the Fund’s risk management framework.

The Fund’s risk management policies are established to identify and analyse the risks
faced by the Fund, to set appropriate risk limits and controls, and to monitor risks
and adherence to limits. Risk management policies and systems are reviewed
regularly to reflect changes in market conditions, products and services offered.

Credit risk

Credit risk is the risk of financial loss if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally from the
Fund’s loans and investment securities.

Management of credit risk

The Management Committee has delegated responsibility for the management of
credit risk to the Enterprise Growth Fund Limited, a related party.

Impaired loans and securities

Impaired loans and securities are loans and securities for which the Fund determines
that it is probable that it will be unable to collect all principal and interest due
according to the contractual terms of the loans/securities agreement(s).

Past due but not impaired loans

Loans and securities where contractual interest or principal payments are past due

but the Fund believes that impairment is not appropriate on the basis of the level of
security/collateral available and/or the stage of collection of amounts owed.
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11.

Financial risk management ...continued

Credit risk...continued

d)

Allowances for impairment

The Fund monitors the aging and credit quality of each loan facility extended.
Allowances are established on a per loan basis as set out in the Fund’s credit policy.

Write off policy

The Fund writes off a loan/security balance (and any related allowances for
impairment) when it determines that the loans/securities are uncollectible. This
determination is reached after considering information such as the occurrence of
significant changes in the borrower’s/issuer’s financial position such that the
borrower/issuer can no longer pay the obligation, or that proceeds from collateral will
not be sufficient to pay back the entire exposure.

The Fund holds collateral against loans in the form of mortgage debentures over
property, bills of sale and/or personal or government guarantees.

Liquidity risk

Liquidity risk is the risk that the Fund will encounter difficulty in meeting obligations
from its financial liabilities.

Management of liquidity risk

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

Management of liquidity at the Fund is the responsibility of the Enterprise Growth
Fund Limited, a related party.

Market risk

Market risk encompasses liquidity risk and price risk, both of which arise in the
normal course of business. Liquidity risk is the risk that the Fund may be unable to
meet a financial commitment to a customer or creditor when due. Price risk is the
risk to earnings that arises from changes in interest rates, commodity prices and
their implied volatilities.

Management of market risk

Market risk is measured in accordance with established standards.
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11.

12.

Financial risk management ...continued

e)

f)

Exposure to interest rate risk

The principal risk to which non-trading portfolios are exposed is the risk of loss from
fluctuations in the future cash flows or fair values of financial instruments because of
a change in market interest rates.

Interest rate risk is managed principally through monitoring interest rate gaps and by
having pre-approved limits for repricing bands.

Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of
causes, associated with the Fund's processes, personnel, technology and
infrastructure, and from external factors other than credit, market and liquidity risks
such as those from legal and regulatory requirements and generally accepted
standards of corporate behaviour. Operational risks arise from all of the Fund’s
operations and are faced by all business entities.

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

The primary responsibility for the development and implementation of controls to
address operational risk is assigned to the Enterprise Growth Fund Limited, a related

party.

Comparatives

Where necessary, comparative figures have been adjusted to comply with changes in
presentation in the current year.
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Disaster Relief Revolving Fund
Statement of Changes in Funds
Year ended December 31, 2008
(expressed in Barbados dollars)

Balance at January 1, 2007
Net income

Balance at December 31, 2007
Net loss

Balance at December 31, 2008

Disaster Relief Retained

Fund Earnings Total

$ $ $

2,000,000 193,335 2,193,335

- 122,998 122,998

2,000,000 316,333 2,316,333
- (10,643) (10,643)

2,000,000 305,690 2,305,690

The accompanying notes form an integral part of these financial statements

Enterprise Growth Fund Limited - Annual Report 2008 “Fostering Growth”



Disaster Relief Revolving Fund
Statement of Loss

Year ended December 31, 2008
(expressed in Barbados dollars)

Revenue
Interest on deposits
Interest income on loans

Expenses

Bank charges

Provision for loan losses
Professional fees

Net (loss) income

2008 2007
$ $
103,198 125,156
1,072 2,575
104,270 127,731
191 75
110,064 -
4,658 4,658
114,913 4,733
(10,643) 122,998

The accompanying notes form an integral part of these financial statements
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Disaster Relief Revolving Fund
Statement of Cash Flows

Year ended December 31, 2008
(expressed in Barbados dollars)

Cash flows from operating activities
Net (loss) income
Adjustment for:

Provision for loan losses

Operating profit before working capital changes
Decrease in interest receivable

Loans disbursed

Loans repaid

Increase in amounts due to related party

Cash generated from operations
Withholding tax paid

Net increase in cash and cash equivalents for the year

Cash and cash equivalents - beginning of year

Cash and cash equivalents - end of year

Represented by:
Cash
Term deposits

2007 2006
$ $
(10,643) 122,998
110,064 -
99,421 122,998
819 1,208
(29,498) -
6,173 11,915
38,758 -
115,673 136,121
(13,282) (15,730)
102,391 120,391
2,225,773 2,105,382
2,328,164 2,225,773
33,554 22,014
2,294,610 2,203,759
2,328,164 2,225,773

The accompanying notes form an integral part of these financial statements
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Notes to Financial Statements
Year ended December 31, 2008
(expressed in Barbados dollars)

1.

Establishment and purpose

The Disaster Relief Revolving Fund (hereinafter referred to as ‘The Fund’) was established in
Barbados by the Minister of Finance and Economic Affairs in his Economic and Financial
Policies dated December 7, 2004. Financial resources, as determined by the Minister of
Agriculture, are paid into this Fund. These resources are used to provide agricultural
producers, who have been affected by a disaster, with access to a revolving loan facility that
offers lenient repayment terms, to assist in restoring their operations to their pre-disaster
status.

The Fund's operations commenced on April 01, 2005 when the first contribution was
received.

Significant accounting policies
Basis of preparation

These financial statements are prepared in accordance with International Financial Reporting
Standards promulgated by the International Accounting Standards Board. They are prepared
under the historical cost convention.

Estimates

The preparation of financial statements in conformity with International Financial Reporting
Standards requires management to make estimates and assumptions that affect amounts
reported in the financial statements and accompanying notes. Actual results could differ
from those estimates.

Revenue recognition

Interest income is recognised in the income statement on the accrual basis for all interest
bearing instruments using the effective yield method. Interest income includes interest
earned on time deposits.

Foreign currencies

Transactions arising during the year involving foreign currencies are converted at the rates
prevailing on the dates the transactions occurred. Differences arising from fluctuations in
exchange rates are included in the statement of income.

Taxation

The Fund applied to the Minister of Finance and Economic Affairs by letter for an exemption
from corporation tax, and is awaiting a response. These financial statements are prepared
under the assumption that this exemption will be granted as has been the case for similar
funds.
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2.

Significant accounting policies ...continued
Loans receivable and allowances for loan losses

Loans are categorised as originating loans and are carried at amortised cost. These loans are
secured by promissory notes.

A loan is considered to be impaired when principal and interest are past due ninety days or
more, or, 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 of the loan. The recoverable
amount of the loan is the present value of the expected cash flows discounted based on the
interest rate at inception of the loan.

When a loan is uncollectible, it is written off against the related allowance. Any subsequent
amounts recovered are credited to the provision for loan losses in the statement of income.

Cash and cash equivalents

This includes a term deposit of $2,294,610 (2007 - $2,203,759) that was placed with RBTT
Bank Barbados Limited for a period of three months. The deposit earns interest at the rate of
4.0%- 4.75% per annum (2007 — 4.75%) and matures on March 17, 2009.

Loans receivable

Loans receivable are comprised as follows:

Recipient Repayment Date Interest Rate 2008 2007
$ $

Carlson Forde October 30, 2012 3% 26,244 26,244
Egbert Maloney April 28, 2012 3% 36,818 36,818
Emmerson Greaves January 30, 2011 3% 14,895 19,269
Glenroy Grant October 30, 2010 3% 7,924 8,180
Jacqueline Bartlett  July 30, 2012 3% 32,755 32,755
Jennoah Woodley April 28, 2010 3% 6,324 6,324
Kelvin Phillips August 31, 2009 3% 2,754 4,296
Raymond Wilson 3% 29,498 -
157,212 133,886

Less: Provision for loan losses (110,064) -

47.147 133.886
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Notes to Financial Statements
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5. Related party transactions
The Fund is administered by the Agricultural Development Fund. At December 31, 2008 the
Fund had a balance due to the Agricultural Development Fund of $113,322 (2007 - $74,564).
This balance is unsecured, interest-free and repayable on demand.
The Enterprise Growth Fund Limited serves as manager of, and provides disbursement and
administrative assistance to, the Fund. As a result of providing such services, the Enterprise
Growth Fund Limited receives a management fee based on the value of the gross assets of
the Fund, calculated quarterly and payable in arrears, at a rate of 0.5%.
Charges of $49,274 (2007 - $46,746) were incurred during the year in respect of
management fees payable to the Enterprise Growth Fund Limited for management services
provided to the Disaster Relief Revolving Fund. These fees are borne out of the funds of the
Agricultural Development Fund.

6. Commitments
At the year end, the Fund had Nil (2007 - Nil) commitments outstanding in respect of loans.

7. Financial instruments

Fair value

The methods and assumptions used to estimate fair value of each class of financial
instruments are as follows:

a) Cash, withholding tax refundable, term deposits, due to related party and accounts
payable.

Due to the short-term nature of these financial assets and liabilities their carrying values
approximate their fair values.

b) Loans receivable

The rates of interest in the portfolio reflect market conditions and their carrying
amounts, net of provision for loan losses, approximate their fair values.

Interest rate risk

The Fund invests in fixed interest rate securities and the loan interest rates are fixed by the
Fund managers based on the prime rate. The Fund therefore can exert some measure of
control over its exposure to interest rate risk, and so the risk is not considered to be
significant.

Credit risk

The Fund had no significant credit risk at the end of the financial year.
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Shorelinez Inc.

After starting operations in 2001 as a distributor
providing fresh seafood products to the hospitality
sector, a strategic decision was made to expand
the company's plant and improve operations
to achieve HACCP certification. Management
therefore relocated the plant and reorganised the
work-flow on the processing floor.

Finance from the Industrial, Investment and
Employment Fund has allowed the company to
expand its production capacity to the point where
management is exploring the potential in the
export market.
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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, 2008, statement of income, 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, 2008, its financial performance and its
cash flows for the year then ended in accordance with International Financial Reporting Standards.

K

Chartered Accountants
Bridgetown, Barbados
April 15, 2009

KPMG, a Barbados partnership, is a Barbados member firm of
KPMG International, a Swiss cooperative



INDUSTRIAL, INVESTMENT AND EMPLOYMENT FUND

Balance Sheet

As at December 31, 2008
with comparative figures for December 31, 2007

(Amounts in Barbados Dollars)

Assets

Cash and short term deposits

Loans, bonds and lines of credit receivable — net
Interest receivable

Withholding tax recoverable

Total Assets

Liabilities and Fund
Liabilities
Accounts payable

Total Liabilities
Fund
Contribution
Accumulated deficit
Total Fund

Commitments

Total Liabilities and Fund

See accompanying notes to the financial statements.

Approved on behalf of the Trustees:

Trustee

Trustee

Notes

2008 2007

$ 700,065 3,261,062
6,622,884 4,071,039
29,860 28,457

128,659 121,906

$ 7,481,468 7,482,464
$ 123 854 119,193
123,854 119,193
15,000,000 15,000,000
(7.642.386) (7,636,729)
7,357,614 7,363,271

$ 7,481,468 7,482 464




INDUSTRIAL, INVESTMENT AND EMPLOYMENT FUND

Statement of Income

For the year ended December 31, 2008
with comparative figures for December 31, 2007

(Amounts in Barbados Dollars)

Revenue
Interest Income

Expenses

Management fees

Provision for loan losses
Write off of equity investment
Write off of bond

Legal fees

Bank charges

Advertising

Professional fees

Net loss

See accompanying notes to financial statements.

Notes

[e2BF~NNe)]

2008 2007
491,730 540,988
351,231 348,579

12,850 3,285,300
- 2,000,000

- 100,000
19,169 11,810
165 4,255
4,226 4,172
109,746 26,150
497,387 5,780,266
(5,657) _(5,239,278)



INDUSTRIAL, INVESTMENT AND EMPLOYMENT FUND

Statement of Changes in Fund

For the year ended December 31, 2008
with comparative figures for December 31, 2007

(Amounts in Barbados Dollars)

Accumulated
Contribution Deficit Total

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

- (5,239,278) _ (5,239,278)

Net loss

Balances, December 31, 2007 15,000,000 (7,636,729) 7,363,271
Net loss - (5,657) (5,657)
Balances, December 31, 2008 $ __ 15,000,000 (7,642,386) 7,357,614

See accompanying notes to financial statements.



INDUSTRIAL, INVESTMENT AND EMPLOYMENT FUND

Statement of Cash Flows

For the year ended December 31, 2008
with comparative figures for December 31, 2007

(Amounts in Barbados Dollars)

Operating Activities

Net loss

Provision for loan losses
Write off of equity investment
Write off of bond

Interest income

Operating loss before working capital changes
Loans receivable

Equity investment

Due from related party

Accounts payable

Interest received

Net cash used in operating activities

Decrease in cash and short term deposits
Cash and short term deposits — beginning of year

Cash and short term deposits — end of year

See accompanying notes to financial statements

$

2008 2007
(5657)  (5,239,278)
12,850 3,285,300

- 2,000,000

- 100,000
(491,730) (540,988)
(484,537) (394,966)
(2,564,695)  (5,429,160)
- (2,000,000)

- 1,000,000

4,661 1,005
483,574 529,352
(2,560,997) _(6,293,769)
(2,560,997)  (6,293,769)
3,261,062 9,554,831
700,065 3,261,062




INDUSTRIAL, INVESTMENT AND EMPLOYMENT FUND
Notes to Financial Statements

December 31, 2008

(Amounts in Barbados Dollars)

1.

(@)

(b)

Incorporation and Principal Activities

The Industrial, Investment and Employment Fund (“llIEF” 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 instalments 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 has not made any additional
contributions for 2007 and 2008.

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 trustees on April 15, 2009.

Significant accounting policies

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.

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 December 31, 2008, and have not yet been applied in preparing these financial
statements, those which were considered relevant to the Fund are as follows:

Amendments to IAS 32 Financial Instruments: Presentation and IAS 1, Presentation of Financial
Statements is effective for annual periods beginning on or after January 1, 2009. The amendments
allow certain instruments that would normally be classified as liabilities to be classified as equity if
certain conditions are met. Where such instruments are reclassified, the entity is required to disclose
the amount, the timing and the reason for the reclassification.



INDUSTRIAL, INVESTMENT AND EMPLOYMENT FUND

Notes to Financial Statements

December 31, 2008

(Amounts in Barbados Dollars)

2.

(©)

(d)

(e)

()

(@

(h)

Significant accounting policies, (continued)
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.

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.

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.

Provision for loan losses

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

Contributions

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

Investment

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.

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.

An impairment loss is recognized whenever the carrying amount of an asset exceeds its recoverable
amount. Impairment losses are recognized in the income statement.



INDUSTRIAL, INVESTMENT AND EMPLOYMENT FUND

Notes to Financial Statements
December 31, 2008

(Amounts in Barbados Dollars)

3. Cash and short term deposits

2008 2007

Cash $ 138,139 26,499
Short term deposits 561,926 3,234,563
$ 700,065 3,261,062

Short term deposits consist primarily of fixed deposits with interest rates ranging from 4.00% - 4.50%
(2007 — 4.95% - 5.50%) per annum.

4. Equity investment

The Fund invested in 2,000,000 Class “A” preferred shares in Hardwood Housing Inc during the income
year 2007. These shares are subject to a cumulative dividend of 10% (ten percent) per share per
annum. The Fund reserves the right to convert any dividend not paid within 12 calendar months of their
due date, into additional Class “A” shares at the price of $1.00 per share.

This equity investment was fully written off at December 31, 2007.

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 $83,959
and $87,451 as at December 31, 2008 and 2007 respectively.



INDUSTRIAL, INVESTMENT AND EMPLOYMENT FUND

Notes to Financial Statements
December 31, 2008

(Amounts in Barbados Dollars)

6. Loans, Bonds and Lines of Credit Receivable - Net

2008 2007
Loans $ 10,785,163 8,194,666
Bonds 200,000 200,000
Revolving lines of credit 1,328,812 1,354,614

$ _12,313,975 9,749,280

Less Provision:

Balance, beginning of year $ 5,678,241 2,292,941
Increase in provision for loan losses 12,850 3,285,300
Write off of bond - 100,000

$ 5,691,091 5,678,241

Balance, end of year $ 6,622,884 4,071,039
The maturity structure of loans, bonds and lines of credit receivable is:

2008 2007

On demand (Lines of credit) $ 1,328,812 1,354,614

Over 5 years (Bonds and Loans) 10,985,163 8,394,666

$ 12,313,975 9,749,280

The interest rate applicable to the loans and lines of credit receivable was 5.50% at 2008 (2007 -
5.50%). The interest rate applicable to all bonds was 10% at 2008 (2007 — 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
include revolving lines of credit which are due on demand.

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

7. Commitments

At the balance sheet date, $17,979 (2007 - $3,208,814) of the loans approved had not yet been
disbursed.



INDUSTRIAL, INVESTMENT AND EMPLOYMENT FUND

Notes to Financial Statements
December 31, 2008

(Amounts in Barbados Dollars)

8. Corporation tax

Industrial, Investment and Employment Fund (lIEF) 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. The IIEF 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.

Subsequently, the Income Tax Act Cap 73 was amended to exempt from tax, funds provided by
Government and used for purposes of promoting the development of sectors of the economy.

9. Financial Risk Management

Introduction and overview
The Fund has exposure to the following risks from its use of financial instruments:

e credit risk
e liquidity risk
e market risk

e operational risk

This note presents information about the Fund’s exposure to each of the above risks, the objectives,
policies and processes for measuring and managing risk and the management of capital.

Risk Management Framework

The Trustees of the Fund have overall responsibility for the establishment and oversight of the Fund’s
risk management framework. Risk management policies are established to identify and analyse the
risks faced by the Fund, in order to set appropriate risk limits and controls, and to monitor risks and the
adherence to limits. These policies and systems are reviewed regularly to reflect changes in market
conditions, products and services offered.

Credit risk
Credit risk is the risk of financial loss if a customer or counterparty to a financial instrument fails to meet
its contractual obligations, and arises principally from the Fund’s loan securities.

Loans receivable

The Fund's exposure to credit risk is influenced mainly by the individual characteristics of each
customer. A loan provisioning policy has been implemented and all clients are categorized according to
their credit risk profile. These assessments are used in order to determine the extent of provisions to be
made for the financial year.



INDUSTRIAL, INVESTMENT AND EMPLOYMENT FUND

Notes to Financial Statements
December 31, 2008

(Amounts in Barbados Dollars)

9. Financial Risk Management, (continued)

Management of credit risk
Management has responsibility for the management of credit risk in accordance with the Fund’s
established policies.

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

Carrying Amount

2008 2007
Loans, bonds and lines of credit receivable $ 12,313,975 9,749,280
Cash and short term deposits 700,065 3,261,062
Total $ 13,014,040 13,010,342

Impaired loans and Securities

Impaired loans and securities are loans and securities for which management determines that it is
probable that it will be unable to collect all principal and interest due according to the contractual terms
of the loans/securities agreement(s).

Past due but not impaired loans

Loans and securities where contractual interest or principal payments are past due but management
believes that impairment is not appropriate on the basis of the level of security/collateral available and/or
the stage of collection of amounts owed.

Allowances for impairment

Management monitors the aging and credit quality of each loan facility extended through the monthly
preparation of a delinquency report. Allowances are established on a per loan basis as set in the Fund’s
Loan Provisioning Policy.



INDUSTRIAL, INVESTMENT AND EMPLOYMENT FUND
Notes to Financial Statements
December 31, 2008

(Amounts in Barbados Dollars)

9. Financial Risk Management, (continued)

Concentration of credit risk

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.

Write-off Policy

The Fund writes off a loan/security balance (and any related allowances for impairment) when it
determines that the loans/securities are uncollectible. This determination is reached after considering
information such as the occurrence of significant changes in the borrower’s/issuer’s financial position
such that the borrower/issuer can no longer pay the obligation, or that proceeds from collateral will not
be sufficient to pay back the entire exposure.

The Fund holds collateral against loans in the form of mortgage debentures over property, bills of sale
and/or personal or government guarantees.

Liquidity risk
Liquidity risk is the risk that the Fund will encounter difficulty in meeting obligations from its financial
liabilities.

Management of Liquidity Risk

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

Market risk

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

Market risk encompasses liquidity risk and price risk, both of which arise in the normal course of
business. Liquidity risk is the risk that the Fund may be unable to meet a financial commitment to a
customer or creditor when due. Price risk is the risk to earnings that arises from changes in interest
rates, commodity prices and their implied volatilities.

Management of market risks
Market risks are measured in accordance with established standards.

Currency risk
The Fund had no significant currency risk at the end of the financial year.



INDUSTRIAL, INVESTMENT AND EMPLOYMENT FUND
Notes to Financial Statements
December 31, 2008

(Amounts in Barbados Dollars)

9. Financial Risk Management, (continued)

Capital Management Policy

The Board’s policy is to maintain a strong capital base so as to maintain creditor and market confidence
and to sustain future development of the business. There were no changes in the Board’s approach to
capital management during the year.

Exposure to interest rate risk
The principal risk to which non-trading portfolios are exposed is the risk of loss from fluctuations in the
future cash flows or fair values of financial instruments because of a change in market interest rates.

Except as disclosed in Notes 3 and 4 the Fund does not have any exposure to interest rate risk.

Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes, associated with
the Fund’'s processes, personnel, technology and infrastructure, and from external factors other than
credit, market and liquidity risks such as those from legal and regulatory requirements and generally
accepted standards of corporate behaviour. Operational risks arise from all of the Fund’s operations and
are faced by all business entities.

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

The primary responsibility for the development and implementation of controls to address operational
risk is delegated to the management of the Fund.

Financial income and expense

2008 2007
Interest income on unimpaired held-to-maturity investments $ 437,708 244,671
Interest income on bank deposits 54,022 296,317
Financial income 491,730 540,988

Financial expenses - -

Net Financial Income $ 491,730 540,988



INDUSTRIAL, INVESTMENT AND EMPLOYMENT FUND

Notes to Financial Statements
December 31, 2008

(Amounts in Barbados Dollars)

10. Fair value disclosure of financial instruments

Fair value of financial assets and liabilities, together with the carrying amounts shown in the Balance
Sheet are as follows:

2008 2008 2007 2007

Carrying Amount Fair Value Carrying Value Fair Value

Cash and short term deposits $ 700,065 700,065 3,261,062 3,261,062
Loans, bonds, LOC receivable, net 6,622,884 12,313,975 4,071,039 9,749,280
Interest receivable 29,860 29,860 28,457 28,457
Withholding tax receivable 128,659 128,659 121,906 121,906
Accounts payable (123,854) (123,854) (119,193) (119,193)

The Fund’s activity as a provider of financing to local manufacturers to enhance and expand the
productive capacity of the manufacturing sector is one which involves transactions, which are
speculative in nature. Financial instruments consist of cash and short term deposits, loans receivable,
bonds receivable, line of credit (net), interest due on short term deposits and accounts payable.

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.
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Hit for Six Inc.

Hit for Six Inc. is a film production company
currently in the process of screening and
distributing the movie ‘Hit for Six’. The movie
experienced a successful yearontheinternational
film festival circuit, winning the Redemptive
Storyteller Award in Virginia Beach and the
Award in the Feature Film category at the Bayou
Inspirational Film Festival.

Finance from the Innovation Fund facilitated the
completion of this project and management plans
to use this successful launch as a springboard for
other film projects.
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The Innovation Fund

Statement of Changes in Funds
Year ended December 31, 2008
(expressed in Barbados dollars)

Innovation Accumulated
Fund Deficit Total
$ $ $
Balance at December 31, 2006 4,960,000 (836,545) 4,123,455
Net loss for the year - (543,106) (543,106)
Balance at December 31, 2007 4,960,000 (1,379,651) 3,580,349
Grants disbursed - competition expenses (Note 6) (196,520) (196,520)
Net loss for the year - (46,154) (46,154)
Balance at December 31, 2008 4,763,480 (1,425,805) 3,337,675

Enterprise Growth Fund Limited - Annual Report 2008 “Fostering Growth”



The Innovation Fund

Statement of Loss

Year ended December 31, 2008
(expressed in Barbados dollars)

Revenue
Interest income

Expenses

Advertising and marketing

Bank charges

Legal fees

Management fees

Professional and consultancy fees

Provision for impairment of investments (Note 4)

Other expenses
Competition expenses

Loss before taxation
Taxation

Net loss for the year

2008 2007
$ $
109,208 141,770
1,409 1,391
138 473
6,390 3,936
139,925 148,134
7,500 7,500
- 453,449
155,362 614,883
- 52,242
155,362 667,125
(46,154) (525,355)
- (17,751)
(46,154) (543,106)

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



The Innovation Fund

Statement of Cash Flows

Year ended December 31, 2008
(expressed in Barbados dollars)

Cash flows from operating activities
Loss before taxation

Adjustment for:

Provision for impairment of investments

Operating loss before working capital adjustments:
(Increase) decrease in interest receivable

Increase in withholding tax recoverable

Purchase of investments

Purchase of time deposits

Proceeds from disposal of time deposits

Increase in accounts payable and accruals
Increase (decrease) in due to related party

Cash (used in) generated from operations
Withholding tax paid

Net cash (used in) generated from operating activities

Cash flows from financing activities
Grants disbursed - competition expenses

Net (decresase) increase in cash
Cash - beginning of year

Cash - end of year

2008 2007
$ $
(46,154) (525,355)
- 453,449
(46,154) (71,906)
(2,291) 32,614
(13,651) -
(27,518) (655,466)
(489,737) (2,500,000)
511,024 3,410,736
1,750 1,750
3,041 (55)
(63,536) 217,673
- (17,751)
(63,536) 199,922
(196,520) -
(260,056) 199,922
291,122 91,200
31,066 291,122

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



The Innovation Fund

Notes to Financial Statements
Year ended December 31, 2008
(expressed in Barbados dollars)

1.

Establishment and purpose

The Innovation Fund was established for the purpose of providing funding and technical
assistance to small and emerging innovative enterprises to properly develop a concept or
product and to develop the business to the stage where it can obtain the additional financing
needed to commercialize the concept or product fully. It was funded by Bds$5,000,000
transferred by the Crown to Trustees under a Deed of Trust, dated October 2002.

Significant accounting policies
Basis of preparation

These financial statements are prepared in accordance with International Financial Reporting
Standards promulgated by the International Accounting Standards Board. They are prepared
under the historical cost convention.

Estimates

The preparation of financial statements in conformity with International Financial Reporting
Standards requires management to make estimates and assumptions that affect amounts
reported in the financial statements and accompanying notes. Actual results could differ
from those estimates.

Revenue recognition

Interest income is recognised in the income statement on the accrual basis for all interest
bearing instruments using the effective yield method. Interest income includes interest
earned on time deposits.

Taxation

During income year 2007, the Income Tax Act Cap. 73 (ref Section 9 (f)) was amended to
exempt from tax, funds provided by Government and used for the purpose of promoting the
development sectors of the economy. Management of the Fund anticipates that all taxes
incurred during income years 2006 and 2007 will also be waived. However, it was resolved
not to adjust the financial statements to reflect this, before receipt of the relevant
authorisation from the Ministry of Finance.

Term deposits with banks
These are call and fixed deposits with original maturity dates of 90 days or less.

Equity Investments

Equity investments are initially recorded at cost, being the fair value consideration given, and
include acquisition charges associated with the investments. These are privately held
unquoted equity investments. They are carried at cost based on available information and do
not necessarily represent the amount that might ultimately be realised, since such amounts
depend on future circumstances. Because of the inherent uncertainties of valuation, the
assigned values may differ significantly from the values that would have been used, had
more current information been available, and the difference could be material.



The Innovation Fund

Notes to Financial Statements
Year ended December 31, 2008
(expressed in Barbados dollars)

3. Term deposits with banks
Date of Maturity Interest Rate 2008 2007
$ $
Term Deposit — RBTT January 7, 2009 4.50% 2.507.345 2.,528.632
4, Investments

The Fund has committed to invest in 8% cumulative, redeemable, Class A preferred shares at
$1 per share in the following companies:

a)

b)

c)

d)

e)

Advanced Energy Systems Inc. - 205,000 shares

These shares are to be redeemed no later than the fifth anniversary of the development
of a commercially viable device at the higher of a price that provides a 12% internal rate
of return and a price derived by multiplying the sum of the company’s net income for
the three most recent years by seven, then dividing that figure by the number of shares
outstanding.

Ajeland Investments Inc. — 250,000 shares
These shares are to be redeemed no later than January 31, 2008 at a price no lower
than $1.47 per share.

Birds Eye Music Inc. — 250,000 shares
These shares are to be redeemed no later than October 31, 2009 at a price no lower
than $1.47 per share.

Investment & Management Services — 250,000 shares
These shares are to be redeemed no later than November 30, 2008 at a price no lower
than $0.55 per share.

Coral Isle Production Inc. — 210,000 shares
These shares are to be redeemed no later than July 31, 2014 at a price no lower than
$1.88 per share.

The Fund has committed to invest in 10% cumulative, redeemable, Class A preferred shares
at $2 per share in the following company:

a)

Blue Waters Inc. — 125,000 shares
These shares are to be redeemed no later than December 31, 2011 at a price no lower
than $3.20 per share.



The Innovation Fund

Notes to Financial Statements
Year ended December 31, 2008
(expressed in Barbados dollars)

4.

Investments ...continued

The Fund has committed to invest in 10% cumulative, redeemable, Class A preferred shares
at $1 per share in the following companies:

a) Melange Production Inc. — 210,000 shares
These shares are to be redeemed no later than December 31, 2013 at a price no lower
than $1.75 per share.

b) Abus Technology Inc. — 200,000 shares
These shares are to be redeemed no later than May 31, 2014 at a price no lower than
$1.75 per share.

The Fund has committed to invest in cumulative, redeemable, Class A preferred shares at $1
per share in the following company:
a) Smart Tie Inc - 31,000 shares
These shares are to be redeemed no later than April 30, 2008, with a 5% royalty on
sales revenue once the investment remains with the fund.

Investments ...continued

At year end, the Fund had advanced the following amounts to the companies; however, no
shares were issued:

2008 2007

$ $

Abus Technology Inc. 200,000 200,000

Advanced Energy Systems 82,449 82,449

Ajeland Investments Inc. 250,000 250,000

Birds Eye Music Inc. 250,000 250,000
Coral Isle Products Inc. 8,255 -

Hit For Six Inc. 250,000 250,000

Melange Productions Inc. 210,000 190,737

Smart Tie Inc. 31,000 31,000

1,281,704 1,254,186

Less: provision for impairment of investments:

Abus Technology Inc. (40,000) (40,000)
Advanced Energy Systems (82,449) (82,449)
Ajeland Investments Inc. (250,000) (250,000)
Birds Eye Music Inc. (50,000) (50,000)
Smart Tie Inc (31,000) (31,000)

(453.,449) (453.,449)

828.255 800,737
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4.

Investments ...continued

Based on a review of the investments portfolio, management has made a provision for the
impairment of investments. A 100% provision has been made for Advance Energy Systems,
Ajeland Investments Inc. and Smart Tie Inc. and a 20% provision has been made for Abus
Technology Inc. and Birds Eye Music Inc.

Due to related party

At December 31, 2008, there was an amount of $37,448 due to the Enterprise Growth Fund
Limited (2007 - $34,407). Any outstanding balance is unsecured, interest-free and is
repayable on demand.

Related party transactions

The Enterprise Growth Fund Limited serves as manager of, and provides disbursement and
administrative assistance to, the Fund. As a result of providing such services, the Enterprise
Growth Fund Limited receives a management fee based on the value of the average gross
assets of the Fund, calculated quarterly and payable in arrears, at a rate of 0.75% per
quarter.

Charges of $139,925 (2007 - $148,134) were incurred during the year in respect of
management fees payable to the Enterprise Growth Fund Limited.

Commitments

At year end, the following commitments in respect of investments were outstanding.

2008 2007
$ $
Advanced Energy Systems Inc. 122,551 122,551

Ayana John Project 250,000 -
Coral Isle Products Inc. 201,745 210,000
Ezee Kricket Inc. - 100,000
G.0.D.1.S Corp. - 250,000
Investment and Management Services 250,000 250,000
Melange Productions Inc. - 9,263
824,296 941.814

Grants

The Fund administers and finances a competition to develop creative thinking to produce

viable innovative projects that have the best chance of realizing commercial success. From

this income year, the Board of Trustees resolved to treat the expenses for this competition as

grants. Such grants when disbursed are recognised in the accounts as a reduction in the
equity of the Fund.

2008 2007

$ $

Grants disbursed 196.520 -
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Notes to Financial Statements
Year ended December 31, 2008
(expressed in Barbados dollars)

7. Risk management
Fair value of financial assets and liabilities
Fair value amounts represents estimates of the consideration that would be agreed upon
between knowledgeable, willing parties who are under no compulsion to act and is best
evidenced by a quoted market value, if one exists. The methods and assumptions used to
estimate fair value of each class of financial instruments are as follows:

a) Cash, term deposits, interest receivable, accounts payable and due to related
party

Due to the short-term nature of these financial assets and liabilities their carrying
values approximate their fair values.

b) Equity Investments

These are carried at cost since their fair values cannot be reasonably
determined.

Interest rate risk

The Fund invests in fixed interest rate securities, as disclosed in Note 3, and so this risk is
not considered to be significant.

Credit risk

The amount of the Fund’s exposure to credit risk is indicated by the carrying amount of its
financial assets. These include cash, term deposits with banks and interest receivable from

these deposits, all of which are placed with reputable banks. All of deposits were held with
one bank at December 31, 2008.
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B.A.G. Consulting Ltd.

The genesis for B.A.G. Consulting Ltd., a business
involved in the area of health and safety, was the
urgent need for companies within Barbados and
the wider Caribbean to comply with the regulatory
requirements of their respective jurisdictions.

To further the business’ mission of assisting
employers in providing a safer and more
commodious work environment, funding of
$60,000 was accessed from the Export Promotion
and Marketing Fund.

Anthony Rocheford, General Manager, B.A.G. Consulting Ltd.
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Management Committee

Mr. Richard Cozier — Chairman

Mr. Esworth Reid — Deputy Chairman
Ms. Kim Tudor — Member

Mr. Anthony Sobers — Member

Mr. Timothy Simmons — Member
Fund Manager

Enterprise Growth Fund Limited
Secretary

Mrs. Linda Harris
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RBTT Bank Barbados Ltd.
Bridgetown

St. Michael

Auditors

Skeete, Best & Co.

Tudor Bridge
St. Michael
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Export Promotion and Marketing Fund

Management Committee’s Report

The Management Committee submits its annual report and the audited financial statements for the
year ended December 31, 2008 which show the state of the Fund's affairs.

$
1. The net income for the year was 92,782
Which is added to retained earnings brought forward of 52,127
Leaving retained earnings to be carried forward of 144,909

2. The retiring auditors, Skeete, Best & Co., Chartered Accountants, offer themselves for re-
appointment.

By Order of the Management Committee

or—=
Linda Harris

Secretary
March 26, 2009
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Export Promotion and Marketing Fund

Statement of Changes in Funds

Year ended December 31, 2008

(with comparatives for the period from January 31, 2007 to December 31, 2007)

(expressed in Barbados dollars)

Funds received

Grants disbursed (Note 6)

Net income for the period
Balance at December 31, 2007
Funds received

Grants disbursed (Note 6)

Net income for the year

Balance at December 31, 2008

Retained
Earnings Funds Total
$ $ $
- 16,449,954 16,449,954
- (9,735,312)  (9,735,312)
52,127 - 52,127
52,127 6,714,642 6,766,769
- 3,763,000 3,763,000
- (4,660,126)  (4,660,126)
92,782 - 92,782
144,909 5,817,516 5,962,425

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



Export Promotion and Marketing Fund

Statement of Income

Year ended December 31, 2008

(with comparatives for the period from January 31, 2007 to December 31, 2007)
(expressed in Barbados dollars)

2008 2007
$ $
Revenue
Interest on deposits 236,638 259,533
Expenses
Advertising 15,369 1,883
Audit fees 4,600 4,000
Bank charges 133 185
Legal fees - 28,750
Management fees 53,592 111,956
73,694 146,774

Income before taxation 162,944 112,759
Taxation (Note 5) 70,162 60,632
Net income for the year 92,782 52,127

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



Export Promotion and Marketing Fund
Statement of Cash Flows
Year ended December 31, 2008

(with comparatives for the period from January 31, 2007 to December 31, 2007)

(expressed in Barbados dollars)

Cash flows from operating activities
Income before taxation

Operating profit before working capital changes
Increase in interest receivable

Increase in accounts payable

Increase in amounts due to related party

Cash generated from operations
Withholding tax paid

Net cash from operating activities

Cash flows from financing activities
Contributions received from government
Grants disbursed

Net cash (used in) from financing activities
(Decrease) increase in cash

Cash and cash equivalents - beginning of year
Cash and cash equivalents - end of year
Represented by:

Cash
Term deposits

2008 2007
$ $
162,944 112,759
162,944 112,759
(3,817) (28,328)
- 4,000
6,773 3,618
165,900 92,049
(29,426) (32,442)
136,474 59,607
3,763,000 16,449,954
(4,660,126) (9,735,312)
(897,126) 6,714,642
(760,652) 6,774,249
6,774,249 -
6,013,597 6,774,249
21,838 1,985,217
5,991,759 4,789,032
6,013,597 6,774,249

The accompanying notes form an integral part of these financial statements



Export Promotion and Marketing Fund

Notes to Financial Statements

Year ended December 31, 2008

(with comparatives for the period from January 31, 2007 to December 31, 2007)
(expressed in Barbados dollars)

1.

Establishment and purpose

The Export Promotion and Marketing Fund (hereinafter referred to as ‘The Fund’) was
established by the Parliament of Barbados through the Export Promotion and Marketing Fund
Act, 2005. Financial resources, as determined by the Minister of Finance, are paid into this
Fund. The purposes of the Fund are to provide funding by way of a grant to corporate
entities including statutory corporations involved in the business of exporting and to assist
these entities with the development, promotion and marketing of products and services.

The Fund’s operations commenced on January 31, 2007 when the first contribution was
received.

Significant accounting policies

Basis of preparation

These financial statements are prepared in accordance with International Financial Reporting
Standards promulgated by the International Accounting Standards Board. They are prepared
under the historical cost convention.

Estimates

The preparation of financial statements in conformity with International Financial Reporting
Standards requires management to make estimates and assumptions that affect amounts
reported in the financial statements and accompanying notes. Actual results could differ
from those estimates.

Revenue recognition

Interest income is recognised in the income statement on the accrual basis for all interest
bearing instruments using the effective yield method. Interest income includes interest
earned on time deposits.

Taxation

The Fund applied to the Minister of Finance and Economic Affairs by letter for an exemption
from corporation tax, and is awaiting a response. These financial statements are prepared

under the assumption that this exemption had not been granted at the year end.

Cash and cash equivalents

Date of Maturity Interest Rate 2008 2007

$ $

Cash 21,838 1,985,217
Term Deposit — RBTT January 7, 2009 4.50% 1,000,000 -

Term Deposit — RBTT February 14, 2009 4.00% 4,991,759 4,789,032

6.013.597 6.774.429




Export Promotion and Marketing Fund

Notes to Financial Statements

Year ended December 31, 2008

(with comparatives for the period from January 31, 2007 to December 31, 2007)
(expressed in Barbados dollars)

4.

Due to related party

At December 31, 2008, the amount due to the Enterprise Growth Fund Limited was $10,391
(2007 - 3,618). It is unsecured, interest-free and repayable on demand.

Related party transactions

The Enterprise Growth Fund Limited serves as manager of, and provides disbursement and
administrative assistance to, the Fund. As a result of providing such services, the Enterprise
Growth Fund Limited receives a 1% management fee which is based on grants disbursed
during the year.

Charges of $53,592 (2007 - $111,956) were incurred during the year in respect of
management fees payable to the Enterprise Growth Fund Limited for management services
provided to the Export Promotion and Marketing Fund.

Taxation
2008 2007
$ $
Statement of Income:
Current tax charge 40,736 28,190
Withholding tax on interest received 29,426 32,442
70.162 60.632
Balance Sheet:
Corporation tax payable 68.926 28.190

Exemption from Corporation and Withholding taxes
The Fund applied to the Minister of Finance and Economic Affairs (“The Minister”) for a
waiver of the payment of withholding and corporation taxes.

Provision for corporation tax has been made in the absence of legislation approving the
request for such a waiver in respect of the current financial year.

Grants disbursed

Total grants disbursed to date are as follows:

2008 2007
$ &
Art & Stage Inc. 132,833 -
B.A.G Consulting Ltd 60,000 60,000
Banks Holdings Limited 437,223 20,930
Barbados Investment Dev. Corp 763,000 -
Entertainment Network Inc. 51,857 51,857
Got Rhythm Inc. 230,000 55,000
Invest Barbados 12,344,241 9,344,241
Pyramid Entertainment Management Inc. 302,684 152,684
Tropical Blooms (B'dos) Inc. 73,600 50,600

14,395,438 9.735312



Export Promotion and Marketing Fund

Notes to Financial Statements

Year ended December 31, 2008

(with comparatives for the period from January 31, 2007 to December 31, 2007)
(expressed in Barbados dollars)

7. Commitments

At year end, the following commitments were outstanding:

2008 2007

$ $

Art & Stage Inc. 708,726 841,559
Banks Holdings Limited 1,934,377 2,350,670
Got Rhythm Inc. 146,000 321,000
Pyramid Entertainment Management Inc. 147,316 297,316
Tropical Blooms (B’dos) Inc. 632,230 655,250
3.568.669 4,465,795

After these commitments, there will be no further approvals since the fund is winding up its

operations and any unutilized funds will be returned to the Ministry of Finance.
8. Financial instruments

Fair value

The company’s financial assets include cash and cash equivalents. Financial liabilities include
accounts payable and amounts due to related party. The carrying value of the company’s
financial assets and liabilities are disclosed in the balance sheet at their approximate fair

value.

Interest rate risk

The Fund invests in fixed interest rate securities, as disclosed in Note 3, and so this risk is

not considered to be significant.

Credit risk

The Fund had no significant credit risk at the end of the financial year. The amount of the

Fund'’s exposure to credit risk is indicated by the carrying amount of its financial assets.
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