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Fortress Property Fund Limited
INVITATION

December 19, 2008

Dear Fund Shareholders,
Under the provisions of Clause 2 of the Articles of Fortress Caribbean Property Fund Limited,
holders of Class “A” common property fund shares are entitled to vote only in special circumstances
by virtue of Sections 202 (3) and 208 (3) of the Companies Act. Nevertheless, Fund Shareholders
of Fortress Caribbean Property Fund Limited have traditionally been invited to formal meetings
of the Fund.
The Directors have been advised that the procedure should be revisited in keeping with the Company’s
corporate documents and the industry’s practice. Notwithstanding the above, the Directors of the
Fund wish to make every effort to continue the cordial dialogue with Fund Shareholders that has
been enjoyed from the inception of the Fund.
On this basis, the Fund Shareholders are cordially invited to meet with the Board to review and
discuss the performance of the Fund during the preceding year, on Wednesday January 28th,
2009, at 5:30 p.m. at the Lloyd Erskine Sandiford Centre, Foyer Annex Room, Two Mile Hill, St.
Michael.

With Best Wishes for the Season.

Fortress Fund Managers Limited
For and on behalf of the Board of Directors
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Investment
Objectives
& Fund Details

Fortress Caribbean Property Fund Limited is a closed-end investment company registered with limited liability in Barbados
under the provisions of the Mutual Funds Act of Barbados.
The investment objective of the Fortress Caribbean Property Fund is to achieve income and capital appreciation over the long
term. The Fund is authorised to invest in real estate, Caribbean listed shares or open-ended funds, foreign listed shares or
open-ended funds, unlisted shares of Caribbean companies, and government securities.
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FUND NAME:

Fortress Caribbean Property Fund Limited

FUND TYPE:

Closed-End Fund

LAUNCH DATE:

August 20th 1999

LAUNCH PRICE:
WARRANTS EXERCISE PRICE:
RIGHTS ISSUE PRICE: October 2005

$1.00 per share
$1.00 per share
$1.40 per share

NO. OF SHARES OUTSTANDING:

55,817,101

NET ASSETS - 30/9/2008:

$80,875,662

NET ASSET VALUE PER SHARE
- 30/9/2008:

$1.45 per share

SHARE PRICE - 30/9/2008:

$1.75 per share

STOCK EXCHANGE LISTINGS:

Barbados Stock Exchange (BSE)
Trinidad & Tobago Stock Exchange (TTSE)

MANAGEMENT EXPENSES:
Manager:

0.75% per annum on the net assets of the Fund

Investment Advisor:

0.75% per annum on the net assets of the Fund

FUND VALUATIONS:

Monthly

INDEPENDENT PROPERTY
APPRAISALS:

Annually & Semi-Annually

NAV QUOTATIONS:

Updated Monthly - Internet: www.fortressfund.com

Directors’
Report

The Fortress Caribbean Property Fund had a disappointing year in 2008; net profits decreased by 40% to $4.4 million
compared to $7.3 million in 2007. The net earnings per share amounted to $0.08 compared to $0.13 in 2007.
Net revenues decreased by 25% to $9.0 million from $11.9 million and total expenses declined by 7% to $2.8 million. The
decline in the Fund’s profitability was due primarily to three factors; (1) a decrease in fair value gains on the Fund’s portfolio of
62% to $1.4 million, (2) a decline in the gains from assets sales of 55%, due to the sales of units in the Rockley Orange Hill
project recorded in the prior year and (3) lower than expected sales on Villas On The Green in St. Lucia.
The Fund produced a total return for shareholders of 5.59% which reflects a 1.40% change in the net asset value and a
dividend of six cents per share. This is below the Fund’s target returns.
The downturn in the United States real estate market evolved into the ‘sub-prime’ crisis, further into a banking crisis and
now has resulted in a global financial and economic crisis, which many say is the worst since the ‘Great Depression’ in the
1930’s.
The full impact of these developments only materialized in September and October of this year when stock markets everywhere
corrected sharply and governments and central banks across the world were forced to take decisive action to protect more
banks and financial institutions from failing. These developments have resulted in credit markets being frozen and despite the
best efforts of the authorities and policy makers, it appears that the world is heading into a recession.
The Caribbean has only just begun to feel the effects of these recent developments and for the financial year just ended, the
impact on the Fund has been primarily on our project in St. Lucia where sales were slower than expected. In Barbados,our
Phase II project at Rockley was postponed due to a delay in the town planning application and the subsequent redesigns
that had to be completed. Our commercial properties have done well this past year and while we did not achieve the same
level of ‘appraisal gains’, there were no issues on tenancies and rent payments.
Looking forward, we expect the coming year to be very tough on the Caribbean economies in general and in particular the
real estate and tourism sectors. Both of these are likely to be impacted by fewer visitors and buyers from our traditional
markets of the UK, US and Europe. The downturn will impact the sales of second home vacation properties, the value of
real estate generally and most significantly the tenants of our commercial properties and their ability to pay rents given the
expected downturn in business activity.
We expect the coming year to be a difficult one for the Fund and one where we will need to manage our cash flows carefully
to ensure the Fund can meet its obligations and position itself to take advantage of future opportunities. The Fund has a very
strong balance sheet with surplus assets of $94 million (assets $126 million – liabilities $32 million). As such we do not expect
to be a forced seller of any of our properties in difficult market conditions and if necessary we can borrow now at attractive
rates to cover any short-term needs.
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During the year, Mr. Darcy Boyce resigned as a Director of the Fund, following his appointment to the Barbados Senate. We
congratulate Mr. Boyce on his appointment and thank him for his outstanding service and expertise provided to the Fund.
We would like to welcome Mr. Algernon Leacock to the Board of Directors. He brings to the Board a wealth of knowledge
and expertise having worked for many years in the insurance industry and we look forward to working with him.
I would like to thank our Directors and Advisors for their efforts during the year, and you our shareholders, for your continued
support.

Geoffrey Cave
Chairman
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The Fortress Caribbean Property Fund (The Fund) had a disappointing year in 2008 with net profits down 40% to $4.4
million from $7.3 million in 2007. The Fund’s net assets have grown marginally from $79.8 million to $80.9 million at the end
of this year. The net asset value is now $1.45 per share compared to $1.43 per share after paying a dividend of $0.06 per
share, resulting in a positive return of 5.59%. While not exciting, our conservative approach has protected this Fund from
the significant declines faced by many real estate funds globally which are now struggling under high levels of debt.
The Fund now has gross assets of $126 million with liabilities of only $32 million, amounting to only 25% leverage. While
the Fund has a solid mix between commercial income producing properties, land and real estate under development, the
majority of the debt is held against the commercial properties and hence a significant part of the rents earned from those
properties are used to service interest and principal on those loans.
This year proved to be a challenging one due to a decline in the level of fair value gains from those recorded in the prior year
and also a decline in the level of asset sales, where the Rockley Phase I project produced solid gain for the Fund in 2007
and these were not repeated in 2008.
Our development at Villas On The Green in St. Lucia was completed and opened in November 2007. To date eight of the
20 units built in the first phase have been sold but only five of these units sales were recorded in the Fund’s books as at
September 30th 2008. The global financial crisis and the declines in the real estate markets in the United States, United
Kingdom and Europe have impacted real estate sales everywhere and St. Lucia has been no exception. It is likely that the
remaining units could take more time than expected to sell. An international vacation club has reserved the right to purchase
up to 8 units in the development by June 30th 2009. While we hope a few sales will materialize from this purchaser, very
difficult market conditions would suggest that we retain very modest expectations.
We are very pleased to report that an agreement has been executed to sell our Villa at Tobago Plantations in Tobago, which
we expect will yield a profit of $177,000. This gain will be included in the financial statements for first quarter of the next
financial year. We have also sold one of our units at Lion Castle subsequent to end of the year and we also expect to record
a gain of $82,434 in the first quarter of the 2009 financial year. The combined cash flows from the above two sales are
expected to be over $3 million which will be used to repay short-term borrowings relating to our two acquisitions in 2008.
During this year we completed the purchase of a half share in a completed penthouse unit at Coral Cove in Paynes Bay, St.
James on very attractive terms. The Fund has also purchased a six acre lot on the highway near Graeme Hall with approval
for commercial development. The combined cost of these two new investments and the completion of the Water Hall Polo
Villa equate to $10.9 million in new acquisitions for the year.
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In order to finance these new acquisitions, the Fund is at an advanced stage of negotiations with a regional merchant bank
for a BDS$15 million bond facility. This bond will be for seven years with a fixed rate of interest with a bullet payment at
maturity. Conditions are very favorable now for borrowing and this will ensure that the Fund is in an even stronger position to
fund the new acquisitions and also will have some surplus funds to take advantage of any new opportunities and/or buffer
any declines in rental revenues due to fall-outs from the pending downturn in the economy.
We launched the sale of our Phase II project at Orange Hill at Rockley in March of this year and we recorded reservations
on 18 of the 26 units. Unfortunately the final town planning application was received after the deadline of the construction
contract of June 1st and it required a number of changes to be made to the overall design of the project. These events gave
us no option but to postpone the project. Given how economic conditions have deteriorated in September and October, we
have to be thankful that the project had not commenced, when we had planned.
Our agreement to purchase the Detco building on Bay Street has not been concluded because it was subject to vacant
possession of the property, which has to be resolved by the vendor through a High Court action. The situation remained
unchanged at the time of writing.
The partners of the CS&C Joint Venture of which the Property Fund owns 24% of this partnership, have agreed to purchase
the Sunset Crest shopping centre in Holetown opposite Almond Beach Club. This new purchase will be facilitated through a
new joint ventre called the Sunset Joint Venture. This transaction is expected to close in the first quarter of 2009.
Traditionally, real estate has held up well in Barbados, even during tough times but I expect that on this occasion, this sector
will also experience declines in values. The world is going through a very significant economic and financial crisis and in the
short-term we too will be affected. We expect the Fund will face pressure on our ‘mark-to-market’ valuations, real estate
sales of our condo development in St. Lucia and rental income from our commercial properties. As a result we expect net
income to decline, cash flows to be under pressure and possibly even our dividend payout to be affected.
We will continue to maintain our conservative approach in the management of this Fund, as we endeavour to protect
shareholder returns through this short-term volatile period, as well as seek opportunities that will produce good returns for
the shareholders in the long term.

Roger Cave CA,CFA
Manager
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INTRODUCTION
The financial year 2007/8 proved to be a difficult one for the Fund. The year marked a period of great uncertainty in the
world’s financial markets, together with major increases in oil and food prices. The world recession which is now a reality,
has translated into weak selling conditions for some of the Fund’s assets. This is a marked contrast to the report we gave at
September 2007 and we have no doubt that the next financial year will be even more difficult. Since year end, the currencies
of the Caribbean’s major market weakened considerably, which will reduce the competitiveness of the Caribbean’s property
assets whether rented or available for sale.
INVESTMENT OPPORTUNITY
The Investment Advisors reviewed and negotiated 19 opportunities during the year, all but two of which were in Barbados.
Of these the advisors recommended the purchase of four new assets and the disposal of three assets, one of which was
completed before the year end.
Many of the opportunities not recommended were declined either because they did not meet the investment criteria or the
hurdle rates of return. However, in a number of cases offers below the asking price were made and the negotiations failed.
During the year, the purchase of the Waterhall Polo Villa and the Apes Hill land were completed. In addition, the following
transactions were undertaken:
•
•
•
•

A 50% share in a penthouse condominium unit at Coral Cove in St. James
6.2 acres of land at Wotton in Christ Church
Participation with joint venture partners in the acquisition of a shopping mall at Sunset Crest in St. James
The signing of purchase and sale agreement for the former DETCO building on Bay Street in St. Michael

The disposals included 45,000 sq. ft. of land at Lower Estate and subsequent to year end, the sale of the villa at Tobago
Plantations and a lot at Lion Castle. Both are under contract and will close within a short time.
DEVELOPMENTS
The sales process continues at Villas on the Green for which five sales were completed during the year and a further three
are under contract and should be closed in the coming weeks.
The second phase of the Rockley Development has been postponed for the time being due to unsatisfactory conditions
arising from planning permissions.
The joint venture properties owned by the BET Joint Venture and the CS&C Joint Venture are being examined for the partial
redevelopment of the BET site and the subdivision of thirteen acres of commercial land at Lower Estate in St. George.
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FUTURE STRATEGY
The current world economic conditions do not present good near term opportunities for development and the Fund will
therefore be concentrating on acquiring and capitalising upon income producing assets. The Fund will continue to seek to
reduce its exposure in undeveloped land and will look to dispose of some properties. We will examine the opportunity for
developing the 6.2 acres of land at Wotton in Christ Church in conjunction with development partners. The scheme will be
a business park, which is consistent with the existing planning permission. The Fund will not develop this site speculatively.
It will be developed when firm commitments to rental space are received and with a view to creating a rental income base
for the fund going forward. The existing residential developments which the Fund is involved in are likely to continue to
experience depressed demand and the Fund may look to find partner investors in some of these assets.
With every downturn comes opportunity and the Investment Advisors will be examining the acquisition of properties which
are distressed and at good prices.

Paul Altman
Investment Advisor
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THE CWBET Building
Location – Wildey, Barbados
Cost - $28.1 million (2001)
Tenantable space - 84,838 square feet
The Fund owns a 57% interest in The BET Joint
Venture that owns this property. Cable & Wireless
has leased back the building for a fifteen year
term, ending in October 2017, with annual rental
increments of 5%.
Under International Financial Reporting Standards,
this joint venture investment is consolidated in the
Fund’s financial statements, and therefore the
investment property and the bank loan are included at
full value. The National Insurance Board and Sagicor
Life Inc. interests are shown as minority interests.
During the twelve months ended September 30, 2008, The BET Joint Venture earned $4.1 million in gross rental income and
the valuers have revalued the building at $37.1 million (2007 - $36.3 million) resulting in fair value gains of $800,000. The joint
venture has made a profit after interest of $4.2 million compared to $3.8 million in 2007. This represents a return on equity
of 42% in this financial year, including fair value gains.
The building is being well maintained by the tenant and the partners continue to look at optimizing it for future use after the
lease has ended. The Board is reviewing redevelopment opportunities for the site after the lease ends

Carters buildings and land, Cave Shepherd Building
Location – various
Cost – $60.4 million – entire joint venture (2005 and 2006)
The Fund holds a 24% interest in The CS&C Joint Venture,
a real estate partnership, which owns land and buildings at
five locations in Barbados. These properties were previously
owned by Carter Holdings Limited and Cave Shepherd & Co.
Limited. The properties represent a diversified portfolio of real
estate which includes approximately 24 acres of land and
250,000 square feet of retail, office and warehouse space.
The properties have been valued at $67.9 million, resulting
in fair value gains of $2.2 million. During the year ended
September 2008 the Fund earned $1.3 million in gross rental
income and recognised $528,000 (2007 - $432,000) in fair value gains, resulting in $1.2 million of profit from our share of
the joint venture.
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Carlisle House
Location – Bridgetown, Barbados
Cost $8.6 million (1999)
Tenantable space – 48,426 square feet
Property type - Commercial
During the year gross rents increased from $1.6 million to
$1.8 million. Net property income decreased to $740,000
from $845,000 in 2007.
Carlisle House achieved an actual occupancy of over 95%
during the year and at present less than 2,000 sq. ft. remain
vacant although one major tenant is relocating soon.
The building continues to be maintained to the highest
standard and during the year the building was repainted
and the common area tiles were replaced. Some air
conditioning units and windows were also replaced.
No additional amounts were spent on improvements during the year. The valuers have increased their valuation to $12.3
million giving rise to $50,000 (2007 - $29,000) in fair value gains in 2008.

No 24 Broad Street
Location – Bridgetown, Barbados
Cost $5.5 million (1999)
Tenantable space – 14,000 square feet
Property type - Commercial
No 24 Broad Street is in the centre of Bridgetown. It
encompasses 14,000 square feet of office and retail
space in the heart of Bridgetown. The building is leased
on a triple net lease for five years ending August 2009
to Duty Free Caribbean who sublets the ground floor to
Colombian Emeralds International. The lease payments
are incremented at 3% per annum.
The valuers have increased their valuation to $8.2
million resulting in fair value gains of $200,000 (2007 $600,000).
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Holders Site
Location – St. James, Barbados
Cost - $1.8 million (2002)
Size – 158,000 square feet
Property type – Residential Type
This 3½ acre site has expansive views over Holder’s Polo
Field, the Sandy Lane Green Monkey golf course and the
west coast.
The valuers have increased the value to $3.3 million resulting
in $100,000 (2007 - $500,000) in fair value gains.

Chattel Village
Location – Holetown, Barbados
Cost $1.55 million (1999)
Tenantable space – 8,000 square feet
Property type - Commercial
The Chattel Village remains one of
the Fund’s most visible and attractive
assets. Located in the heart of
Holetown on the West Coast it is highly
in demand by prospective tenants and
remains fully tenanted.
The gross rental income has increased to $465,000 from $430,000 as the property was fully occupied for the year. As with
the previous year, the value has been decreased by $15,000 (2007 - $45,000) to $1.46 million.
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Alanridge Canmore Villa – Unit #5
Location – Alberta, Canada
Cost – CAD$762,000 (2004)
Tenantable space – 2,436 square feet
Property type – Residential Property
The Fund purchased this three bedroom condominium on the
Three Sisters Golf Course in Canmore, Alberta, Canada in 2004.
Three Sisters is in the heart of the Canadian Rockies. The unit is
located behind one of the greens of the golf course.
The unit was completed at the end of 2006 and is being held for
its long term capital appreciation. It was transferred to Investment Property in 2007 and is now included at fair market value
as determined by the independent valuers. It has also been leased on a number of short term rentals.
It is now been valued at CDN$1.3 million and is included in the books at BDS$2.4 million. The Fund has recorded a fair value
loss of $301,786 (2007 - 1.2 million gain) including exchange losses as a result of the depreciation of the Canadian dollar
during the year.

Waterhall Polo Villa
Location – Waterhall, St. Thomas
Cost - $1.675 million (2007)
Property type – Residential Unit

During the year the Fund completed the purchase
of a three bedroom villa overlooking the polo field at
Waterhall, St. James for $1.675 million. It has been
furnished and is available for sale.
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Coral Cove Unit
Location – Paynes Bay, St. James
Cost - $5.2 million (entire unit) (2008)
Property type – Residential Unit
The Fund and Cave Shepherd & Company Ltd has jointly
purchased Unit 15 at Coral Cove for US$2.56 million (being
a 30% discount off list). The unit has been listed for sale with
all major agencies, unfurnished at US$3.7million.

Villas on the Green
Location – Cap Estate, St. Lucia
Cost of land - $5.4 million (2005)
Property type – Residential Development
The Fund acquired an 18 acre site adjacent to the third
and seventh hole at the Cap Estate Golf Club in St. Lucia.
A master plan community was approved for 72 homes
and the Fund has developed 20 townhouses in Phase I
of this plan.
The 20 townhouses were completed during the year
and five were sold with an additional three purchase and
sale agreements having been signed. The gross profit on sale of these units was $1.1 million however all marketing and
administrative costs incurred to date have been written off against these profits resulting in a net gain on sale of property of
$334,696.
Recently the Board decided to offer three units for rent, two of these have since been rented.
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Rockley Development
Location – Rockley, Barbados
Cost - $3.183 million and $3.9 million
(2005, entire joint venture, remaining lands)
Property type – Undeveloped Land
The Rockley Joint Venture, is a 50:50 joint venture with
Dowding Estates and Trading Company Ltd. The joint venture
presently owns the central facilities site and the Worthing
Great House site.
The Worthing Great House site is earmarked as Phase II and
is to be developed as a new cluster called Cane Garden, however these plans have been delayed. The two and a half acres
site, formerly the central facilities location, remains undeveloped and is earmarked as Phase III of the development. The date
for the commencement of this phase has not yet been determined.
During the year $89,000 was spent by the partners of the joint venture on soft costs in relation to the planned development
and $43,000 each was spent in completing Phase I’s defects.

Lion Castle
Location – St. Thomas
Cost - $2.4 million (2006)
Property type – Undeveloped Residential Land
Two lots were acquired at the Lion Castle Polo
Development in 2005. These lots overlook the
northern polo goal and sit on top of a coral stone
escarpment with panoramic views of the south
coast.
Plans have been developed for one of the lots
and a planning application has been made. The Board has not taken a decision as to when to begin development, however
the undeveloped lands remain available for sale. Subsequent to year end a purchase and sale agreement was signed for the
sale of the smaller lot for $1.4 million.
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Tobago Plantations Villa
Location – Tobago Plantations, Tobago
Cost - $645,000 land, building – $1.4 million (2006)
Property type – Residential Unit Under Development
This 27,000 square foot lot is located on the third
hole of the golf course in the Tobago Plantations
master planned community. The development totals
750 acres, including a 200-room Hilton Hotel and an
eighteen-hole golf course. When complete it will have
300 homes.
A four bedroom home with a pool was constructed for
around $1.4 million. After the year end a purchase and sale agreement was signed to sell the property for $2.5 million.

Wotton Lands
Location – Wotton, Christ Church
Cost - $6.77 million (2008)
Property type – Undeveloped Commercial Lands
During the year the Fund completed the purchase of 6.2 acres of land on the ABC Highway with permission for offices. The
site has excellent visibility and access in a densely populated area.
Land surveyors have been hired to advise on a land use plan as the site is suitable for a combination of office, retail and
warehousing.

17

Property
Report

Apes Hill Land
Location – Apes Hill, St. Thomas
Cost - $1.2 million (2006)
Property type – Undeveloped Residential Land
This 20,800 square foot lot is located next to the sixth tee at the
new Apes Hill Golf Club which is presently under construction.
The Fund completed the purchase of this site during the year.
Plans have been developed for a four bedroom house and
planning approval has been received from Town & Country
Planning and from the Architectural Review Board of Apes Hill.
The Fund intends to offer this property for sale off plan.
Sales at Apes Hill to date have been extremely successful with some purchasers already achieving 50% uplifts at this
spectacular golf resort.

Limegrove Hillside Villa
Location – Limegrove St. James
Cost - $1.2 million (2007)
Property type – Deposit on Residential Unit
The Board took the decision to convert its equity into
the purchase of a three bedroom hillside villa in 2007.
Construction commenced in September 2008 and is
expected to be completed in 2009.
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Sunset Joint Venture
Location – Sunset Crest, St. James
Property type – Commercial Building
The Fund has invested $936,000 for 24% of the equity in a new joint venture called the Sunset Joint Venture, set up with the
CS&C partners to acquire a mall in Sunset Crest, St James. A letter of intent has been signed with Duty Free Caribbean for
the lease of the mall for 10 years.
This adds an additional revenue generating asset to the Fund’s portfolio.

Detco Building
Location – Bridgetown
Cost - $5.76 million
Property type – Commercial Building
The Funds signed a purchase and sale agreement to purchase the Detco building on Bay Street, subject to vacant possession by
December 31, 2008.
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Fortress Caribbean Property Fund Limited

Consolidated Balance Sheet
As of September 30, 2008
(Expressed in Barbados dollars)

Notes

2008
$

2007
$

Investment properties

4

81,035,448

79,674,234

Real estate available for re-sale

5

40,042,466

30,726,778

Financial assets at fair value through profit or loss

8

332,891

9,124,166

852,198

1,603,859

9

716,874

733,499

10

2,877,207

1,833,323

125,857,084

123,695,859

Assets

Accounts receivable and prepaid expenses
Short term deposits
Cash and cash equivalents
Total assets

Liabilities
Loans payable

11

25,430,414

25,588,437

Dividend payable

12

3,349,026

3,349,026

Accounts payable and accrued expenses

1,323,934

1,338,450

Security and advance deposits

1,587,603

1,533,766

Total liabilities

31,690,977

31,809,679

Total assets less liabilities

94,166,107

91,886,180

Equity
Capital and reserves attributable to the fund shareholders
66,718,500

66,718,500

Retained earnings

14,157,162

13,133,159

Total shareholder’s funds

80,875,662

79,851,659

Minority interest in equity

13,290,445

12,034,521

Total equity

94,166,107

91,886,180

1.45

1.43

Share capital

Net asset value per share
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Approved by the Board of Directors on December 19, 2008

___________________________Director
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___________________________Director

Fortress Caribbean Property Fund Limited

Consolidated Statement of Changes in Equity
For the year ended September 30, 2008
(Expressed in Barbados dollars)

Attributable to the Fund shareholders
Share
Capital
$

Retained
Earnings
$

Minority
Interest
$

Total
$

66,718,500

9,177,394

10,791,395

86,687,289

Dividends declared (6.0¢ per share)

-

(3,349,026)

-

(3,349,026)

Distributions to minority investors

-

-

(387,000)

(387,000)

Net income for the year

-

7,304,791

1,630,126

8,934,917

66,718,500

13,133,159

12,034,521

91,886,180

Dividends declared (6.0¢ per share)

-

(3,349,026)

-

(3,349,026)

Distribution to minority investors

-

-

(537,500)

(537,500)

Net income for the year

-

4,373,029

1,793,424

6,166,453

66,718,500

14,157,162

13,290,445

94,166,107

Balance as at September 30, 2006

Balance as at September 30, 2007

Balance as at September 30, 2008
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Fortress Caribbean Property Fund Limited

Consolidated Statement of Income
For the year ended September 30, 2008
(Expressed in Barbados dollars)

Notes

2008
$

2007
$

13
4
14
8

6,951,293
1,361,214
374,373
138,371
92,845
15,875
23,189

6,947,741
3,598,894
835,617
337,771
147,913
38,401
18,865

8,957,160

11,925,202

1,252,596
611,790
611,790
285,745
13,786
15,000

1,481,459
585,232
585,232
305,442
17,920
15,000

Operating expenditure

2,790,707

2,990,285

Net income for the year

6,166,453

8,934,917

Attributable to:
Class “A” common property fund shareholders
Minority interest

4,373,029
1,793,424

7,304,791
1,630,126

6,166,453

8,934,917

0.08

0.13

Revenue
Net rental income
Fair value gains
Net gain on sale of property
Net gain on financial assets at fair value through profit or loss
Interest income
Other income
Dividend income
Total investment income
Expenses
Interest expense
Fund management fees
Investment advisor fees
Professional fees
Office and administrative expenses
Directors’ fees

15
15

Earnings per share
- basic and diluted
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Fortress Caribbean Property Fund Limited

Consolidated Statement of Cash Flows
For the year ended September 30, 2008
(Expressed in Barbados dollars)

2008
$

2007
$

6,166,453

8,934,917

(1,361,214)
(374,373)
(138,371)
(92,845)
(23,189)
1,252,596

(3,598,894)
(835,617)
(337,771)
(147,913)
(18,865)
1,481,459

5,429,057
751,661
(14,516)
53,837
(13,501,722)
5,784,407
(1,224,000)
(2,418,657)
11,348,304

5,477,316
(1,398,430)
564,959
1,334,361
(248,165)
(11,860,167)
7,080,270
(338,000)
(6,150,000)
6,990,000

6,208,371
98,670
23,189
(1,356,389)

1,452,144
134,414
18,865
(1,449,619)

4,973,841

155,804

Cash flows from investing activities
Decrease/(increase) in short-term deposits

10,800

(720,000)

Net cash from/(used in) investing activities

10,800

(720,000)

Cash flows from financing activities
Distributions to minority investors
Dividends paid
Loan advances received
Repayment of loans

(537,500)
(3,349,026)
7,074,970
(7,129,201)

(387,000)
(3,069,941)
6,999,882
(3,444,841)

Net cash (used in)/from financing activities

(3,940,757)

98,100

Net increase/(decrease) in cash and cash equivalents

1,043,884

(466,096)

Cash and cash equivalents - beginning of year

1,833,323

2,299,419

Cash and cash equivalents - end of year

2,877,207

1,833,323

Cash flows from operating activities
Net income for the year
Adjustment for:
Fair value gains
Net gain on sale of property
Net gain on financial assets at fair value through profit or loss
Interest income
Dividend income
Interest expense
Operating income before working capital changes
Net decrease/(increase) in accounts receivable and prepaid expenses
Net (decrease)/increase in accounts payable and accrued expenses
Net increase in security and advance deposits
Purchases/additions to investment properties
Purchases/additions of real estate available for re-sale
Net proceeds from sale of real estate available for re-sale
Increase in real estate available for re-sale deposits
Purchase of financial assets at fair value through profit or loss
Proceeds on sale of financial assets at fair value through profit or loss
Cash generated from operations
Interest received
Dividend received
Interest paid
Net cash generated from operating activities
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Fortress Caribbean Property Fund Limited

Notes to the Consolidated Financial Statements
As of September 30, 2008
(Expressed in Barbados dollars)

1. INCORPORATION AND
PRINCIPAL ACTIVITY
Fortress Caribbean Property Fund Limited
“the Fund” was incorporated on May 7, 1999
and is registered under the Mutual Funds
Act of Barbados as an authorised mutual
fund. It commenced operations on August
20, 1999. The Fund maintains its registered
office at 1st Floor, Carlisle House, Hincks
Street, Bridgetown, Barbados. The Fund’s
shares are listed on the Regular Market
of the Barbados Stock Exchange and the
Trinidad and Tobago Stock Exchange.
The investment objective of the Fund is to
achieve income and capital appreciation
over the long term from a portfolio of real
estate property and other securities in the
Caribbean and internationally.
2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES
The principal accounting policies applied in
the preparation of these financial statements
are set out below. These policies have been
consistently applied to all years presented
unless otherwise stated.
A. BASIS OF PRESENTATION
The consolidated financial statements
have been prepared in accordance with
International Financial Reporting Standards
(“IFRS”). The financial statements have
been prepared in accordance with the
historical cost convention as modified by
the revaluation of financial assets held at fair
value through profit or loss and investment
properties which are carried at fair value.
The preparation of financial statements in
conformity with IFRS requires the use of
certain critical accounting estimates. It also
requires the Board of Directors to exercise
its judgement in the process of applying the
Fund’s accounting policies. Although these
estimates are based on management’s
best knowledge of current events and
conditions, actual results could differ from
these estimates.
Estimates and judgements are continually
evaluated and are based on historical
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experience and other factors, including
expectations of future events that are
believed to be reasonable under the
circumstances.
The estimate which could have the most
effect on the Fund’s reported net assets
relates to the valuation of investment
properties. The best evidence of fair
value for investment properties is current
prices in an active market. Management
utilises the services of Terra Caribbean
(Barbados) Limited, an independent valuer,
in determining the market price of its
investment property.
(a) Standards, amendments and interpretations effective in 2007
New and revised International Financial
Reporting Standards (IFRS) and revised
International Accounting Standards (IASs)
effective for the 2008 reporting year which
have an impact on the Fund’s financial
statements are as follows:
IFRS 7- ‘Financial Instruments: Disclosures’
and the complementary IAS 1 “Presentation
of Financial Statements - Capital
Disclosures” introduces new disclosures
relating to financial instruments but does
not impact the classification and valuation
of the Fund’s financial instruments.
(b) Standards, amendments and
interpretations effective in 2007 but not
relevant
The following standards, amendments
and interpretations to published standards
are mandatory for accounting periods
beginning on or after January 1, 2007 but
are not relevant to the Fund’s operations:
• IFRS 4, ‘Insurance contracts’
• IFRIC 7, ‘Applying the restatement
approach under IAS 29, Financial reporting in
hyperinflationary economies’
• IFRIC 8, ‘Scope of IFRS 2 (share based
payment)’
• IFRIC 9, ‘Re-assessment of embedded
derivatives’
• IFRIC 10, “Interim financial reporting
and impairment

B. FOREIGN CURRENCY TRANSLATION
Functional and presentation currency
Items included in the financial statements
of the Fund and its subsidiary companies
are measured using the currency of the
primary economic environment in which
they operate (“the functional currency”).
The consolidated financial statements
are presented in Barbados dollars which
is the Fund’s functional and presentation
currency.
Transactions and balances
Foreign currency transactions are translated
into the functional currency using the
exchange rate prevailing at the dates of
the transactions. Foreign exchange gains
and losses resulting from the settlement of
such transactions and from the translation
at year end exchange rates of monetary
assets and liabilities denominated in foreign
currencies are recognised in the statement
of income.
Translation differences on non-monetary
financial assets such as equities held at fair
value through profit or loss are recognised
in the statement of income as part of the
fair value gain and loss.

C. FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS
(a) Classification
The Fund’s investments in equity securities
have been classified as financial assets at
fair value through profit or loss in accordance
with International Accounting Standards 39
(IAS 39), Financial Instruments: Recognition
and Measurement.
Financial assets in the category at fair
value through profit or loss have been so
designated by management at inception
since the assets form part of the managed
portfolio whose performance is evaluated
on a fair value basis in accordance with a
documented investment strategy.
(b) Recognition, derecognition and
measurement
Regular-way purchases and sales of
investments are recognised on the trade

Fortress Caribbean Property Fund Limited

Notes to the Consolidated Financial Statements
As of September 30, 2008
(Expressed in Barbados dollars)

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
C. FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS (continued)
date, which is the date the Fund commits
to purchase or sell the investments.
Investments are derecognised when
the rights to receive cash flows from the
investments have expired or the Fund
has transferred substantially all risks and
rewards of ownership.
Financial assets at fair value through profit
or loss are initially recognised at fair value
and are subsequently carried at fair value
based on quoted bid prices. In the absence
of quoted bid prices, the last close price
and other information including the quoted
offer price is considered by management
in determining the appropriate fair value to
be used. Investments in other investment
funds are valued on the basis of the net
asset value per share as determined by the
administrators of those investment vehicles
in accordance with industry practice.
Gains or losses arising from changes in the
fair value of securities classified as financial
assets at fair value through profit or loss are
recognised in the statement of income as
they arise. Average cost method is used to
compute realised and unrealised gains on
investments.

D. ACCOUNTING FOR LEASES
Leases in which a significant portion of the
risk and rewards of ownership are retained
by another party, the lessor, are classified
as operating leases. Where the Fund is the
leasee, payments, including prepayments,
made under operating leases are charged
to the statement of income on a straight line
basis over the period of the lease. Where
the Fund is the lessor, properties leased
out under operating leases are included in
investment property in the balance sheet.
Lease income is recognised over the term
of the lease on a straight line basis.

E. INVESTMENT PROPERTIES
Investment properties are treated as longterm investments. Investment property is
initially measured at its cost including related
transaction costs. After initial recognition,
investment property is carried at market
value, determined semi-annually except for
the CWBET building and the CS&C joint
venture buildings which are determined
annually, by professional independent
valuers. Investment properties are not
subject to depreciation. Changes in the fair
value of investment property are recorded in
the statement of income.
On disposal of an investment property,
the difference between the net disposal
proceeds and the carrying amount is
charged or credited to the statement of
income.
If investment property is reclassified as real
estate available for re-sale, its fair value at
the date of reclassification becomes its cost
for accounting purposes.
If real estate available for re-sale is
transferred to investment property, any
difference resulting between the carrying
value and the fair value of this item at
the date of transfer is recognised in the
statement of income.

F.

REAL ESTATE AVAILABLE FOR
RESALE
Properties that are being held for future sale
are classified as real estate available for resale and are carried at cost. Subsequent
costs are included in the properties’ carrying
value. The carrying value is immediately
written down to its recoverable amount if
its carrying value is assessed to be greater
than the estimated recoverable amount.
Gains and losses realised on the sale of
real estate are included in the statement of
income at the time of sale.
G. CASH AND CASH EQUIVALENTS
Cash equivalents are short term, highly liquid
investments, with original maturities of three
months or less that are readily convertible to

known amounts of cash which are subject
to insignificant changes in value.

H. SHARE CAPITAL
The Fund’s Class “B” and Class “A”
common property fund shares with
discretionary dividends are classified as
equity. Proceeds from the issue of shares
are recorded net of share issue costs.

I.

NET ASSET VALUE PER SHARE AND
EARNINGS PER SHARE
The net asset value per share is calculated
by dividing the net assets of the Fund by
the number of common property fund Class
“A” shares.
Earnings per share is calculated by dividing
the net profit attributable to the Class “A”
shareholders by the weighted average
number of Class “A” shares outstanding
during the period. For the purpose of
calculating diluted earnings per share
the weighted average number of shares
is adjusted for the effects of all dilutive
potential ordinary shares.

J. DIVIDENDS PAYABLE
Dividend distributions on the Fund’s Class
“A” shares are recorded in the period during
which the dividend declaration has been
approved by the Board of Directors.

K. REVENUE RECOGNITION
Interest income is recognised in the
statement of income for all interest-bearing
instruments on an accrual basis using the
effective yield method. Interest income
includes interest earned on cash deposits.
Rental income is recognised on an accrual
basis in accordance with the relevant rental
agreements. Rental income is shown net
of the direct property expenses incurred in
managing the properties.
Dividend income is recognised when
the Fund’s right to receive payment is
established.
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Notes to the Consolidated Financial Statements
As of September 30, 2008
(Expressed in Barbados dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
L. TAXATION
The Fund is licensed as an authorised mutual fund under the Mutual Funds Act, 2002-22 of Barbados. The Directors have resolved that
all of the net income of the Fund is attributable to the Fund’s Class “A” common property fund shareholders. In calculating the assessable
income of the Fund for tax purposes, the Act provides for a deduction of up to 100% of the income that is designated to be the income
of the Fund shareholders.
M. EXPENSES
Expenses are accounted for on an accrual basis. Expenses are charged to the statement of income except for expenses incurred on the
acquisition of an investment, which are included within the cost of that investment. Expenses arising on the disposal of investments are
deducted from disposal proceeds.
In addition to the management fees and administration expenses, the Fund is responsible for the payment of all direct expenses relating
to its operations such as audit, legal and professional fees.
N. MANAGEMENT AND ADVISOR FEES
Fortress Fund Managers Limited serves as manager and registrar of the Fund. As a result of providing investment advisory, management
and registrar services, Fortress Fund Managers Limited receives a management fee based on the average net asset value of the Fund,
calculated monthly and payable in arrears, at the rate of 0.75% per annum of the net asset value of the Fund.
Alleyne, Aguilar & Altman Ltd. serves as investment advisor. As a result of providing investment advisory services, Alleyne, Aguilar &
Altman Ltd receives an advisory fee based on the average net asset value of the Fund, calculated monthly and payable in arrears, at the
rate of 0.75% per annum of the net asset value of the Fund.
O. SUBSIDIARY, ASSOCIATED UNDERTAKINGS AND JOINT VENTURES
Subsidiary undertakings are entities over which the Fund has an interest of more than one half the voting rights, or otherwise has power to
exercise control over the operations. Subsidiaries are fully consolidated from the date on which control is transferred to the Fund.
Associated undertakings are entities in which the Fund has a shareholding or interest of between 20% and 50%, has significant influence
but does not control. The entities are initially recognised at cost and are subsequently accounted for using the equity method.
The Fund’s interests in jointly controlled entities are initially recognised at cost and subsequently accounted for using the proportionate
consolidated method.
All intercompany transactions, balances and unrealised gains and losses on intercompany transactions are eliminated on consolidation.
The Fund’s holdings are set out as below:

30

2008

2007

Subsidiaries:
The BET Building Joint Venture
JK Holdings Limited
Fortress (St. Lucia) Limited

57%
100%
100%

57%
100%
100%

Associated Undertakings:
Rockley Development Limited

50%

50%

Joint Ventures:
The CS&C Joint Venture
Rockley Joint Venture
Sunset Joint Venture

24%
50%
24%

24%
50%
-

Fortress Caribbean Property Fund Limited

Notes to the Consolidated Financial Statements
As of September 30, 2008
(Expressed in Barbados dollars)

3. FINANCIAL RISK MANAGEMENT
The Fund’s activities expose it to a variety of financial risks: market risk (which includes market price risk and interest rate risk), credit
risk and liquidity risk in the financial instruments it holds. The risk management policies employed by the Fund to manage these risks are
discussed below.
Market risk
(i) Market price risk
The Fund is exposed to market price risk arising from changes in the prices of its financial assets at fair value through profit or loss. To
manage the risk the Fund holds a diversified portfolio of investments in accordance with its investment policy. A summary of the overall
balance sheet market exposures at September 30, 2008 is disclosed in note 8.
Sensitivity
The effects of an across the board 10% change in prices of the Fund’s financial assets at fair value through profit or loss are set out
below:
Financial assets at fair value through profit or loss
Listed on Caribbean stock exchanges and markets
Mutual funds

Financial assets at fair value through profit or loss
Listed on Caribbean stock exchanges and markets
Mutual funds

Carrying Value
$

Effect of 10% change
at September 30, 2008
$

10,171
322,720

1,017
32,272

332,891

33,289

Carrying Value
$

Effect of 10% change
at September 30, 2007
$

492,997
8,631,169

49,300
863,117

9,124,166

912,417

The carrying value of the all financial assets and liabilities are considered reasonable estimates of their fair value.
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As of September 30, 2008
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3. FINANCIAL RISK MANAGEMENT (continued)
Market risk (continued)
(ii) Interest rate risk
The Fund’s interest rate risk arises mainly from long-term borrowings. Borrowings issued at variable rates expose the Fund to cash flow
interest rate risk. The Fund holds the majority of its long term borrowings in fixed rate instruments. The details of the Fund’s long-term
borrowings are included in note 11. Any excess cash and cash equivalents of the Fund are invested at short-term market interest rates.
The effective yield on cash and cash equivalents is disclosed in note 10.
The table below summaries the Fund’s exposure to interest rate risk. It includes the Fund’s financial assets and liabilities categorised by the
earlier of the contractual re-pricing or maturity dates.

At September 30, 2008
0-3 months

32

$

4 months1 year
$

Over
1 year
$

Non-interest
bearing
$

Total

Financial assets
Financial assets at fair value through profit or loss
Accounts receivable and prepaid expenses
Short term deposits
Cash and cash equivalents

1,241,872

716,874
-

-

332,891
852,198
1,635,335

332,891
852,198
716,874
2,877,207

Total financial assets

1,241,872

716,874

-

2,820,424

4,779,170

Financial liabilities
Loans payable
Dividend payable
Accounts payable and accrued expenses
Security deposits

2,860,267
-

10,012,547
-

12,557,600
-

3,349,026
1,323,934
1,587,603

25,430,414
3,349,026
1,323,934
1,587,603

Total financial liabilities

2,860,267

10,012,547

12,557,600

6,260,563

31,690,977

Interest sensitivity gap

(1,618,395)

(3,440,139)

(26,911,807)

(9,295,673) (12,557,600)

$

Fortress Caribbean Property Fund Limited

Notes to the Consolidated Financial Statements
As of September 30, 2008
(Expressed in Barbados dollars)

3. FINANCIAL RISK MANAGEMENT (continued)
Market risk (continued)
(ii) Interest rate risk (continued)
At September 30, 2007
0-3 months

Over
1 year
$

Non-interest
bearing
$

Total

$

4 months1 year
$

Financial assets
Financial assets at fair value through profit or loss
Accounts receivable and prepaid expenses
Short term deposits
Cash and cash equivalents

1,833,323

733,499
-

-

9,124,166
1,603,859
-

9,124,166
1,603,859
733,499
1,833,323

Total financial assets

1,833,323

733,499

-

10,728,025

13,294,847

Financial liabilities
Loans payable
Dividend payable
Accounts payable and accrued expenses
Security deposits

4,922,902
-

1,902,270
-

18,763,265
-

3,349,026
1,338,450
1,533,766

25,588,437
3,349,026
1,338,450
1,533,766

Total financial liabilities

4,922,902

1,902,270

18,763,265

6,221,242

31,809,679

Interest sensitivity gap

(3,089,579)

4,506,783

(18,514,832)

(1,168,771) (18,763,265)

$

The following table indicates the sensitivity to a reasonable possible change in interest rates, with all other variables held constant, on net
income.
2008
Effect on net income
$

2007
Effect on net income
$

- 2%

110,006

87,194

2%

(110,006)

(87,194)

Change in interest rate:

(iii) Currency risk
The majority of the Fund’s significant financial assets and liabilities are denominated in the Barbados dollar or currencies fixed to the
Barbados dollar, its functional currency. The Fund therefore has no significant exposure to currency risk.
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3. FINANCIAL RISK MANAGEMENT (continued)
Credit risk
Credit risk is the risk that an issuer or counterparty to a financial instrument will be unable or unwilling to meet a commitment thereby
causing a financial loss to the Fund.
The maximum exposure of the Fund to credit risk is set out in the following table:
2008
$

2007
$

Accounts receivable
Short term deposits
Cash and cash equivalents

852,198
716,874
2,877,207

1,603,859
733,499
1,833,323

Total financial assets

4,446,279

4,170,681

Accounts receivable is comprised mainly of amounts due from the tenants of investment properties. As part of the lease agreements
tenants provide a security deposit. The property manager also does an assessment of the business of the prospective client to determine
its viability and hence its ability to meet the lease commitments. The Fund has no significant individual credit exposure on amounts due
from tenants.
The Fund’s exposure to individual counterparty credit risk on its cash and cash equivalents and short term deposits exceeding 2% of total
Fund net assets are set out below:

Cash and cash equivalents
FirstCaribbean International Bank (A- by Standard and Poor’s)
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2008
$

2007
$

2,564,084

1,507,197

Fortress Caribbean Property Fund Limited

Notes to the Consolidated Financial Statements
As of September 30, 2008
(Expressed in Barbados dollars)

3. FINANCIAL RISK MANAGEMENT (continued)
Liquidity risk

Prudent liquidity management implies maintaining sufficient cash and ensuring the availability of funding through an adequate amount of
committed credit facilities to meet the obligations of the Fund.
The table below analyses the Fund’s financial liabilities into relevant maturity groupings based on the remaining period at the balance sheet
date to the contractual maturity date. The amounts disclosed in the table below are the contractual undiscounted cash flows. Balances
due within 12 months equal their carrying amount, as the impact of discounting is not significant.

At September 30, 2008

1-5
years
$

Over 5 years

$

4 months1 year
$

Loans payable
Dividend payable
Accounts payable and accrued expenses
Security and advance deposits

3,316,901
3,349,026
1,323,934
871,460

10,934,979
461,202

11,179,797
254,941

4,010,507
-

Total financial liabilities

8,861,321

11,396,181

11,434,738

4,010,507

0-3 months

4 months-

1-5

Over 5 years

$

1 year
$

years
$

$

Loans payable
Dividend payable
Accounts payable and accrued expenses
Security and advance deposits

1,660,869
3,349,026
745,900
-

6,883,173
592,550
13,452

18,115,451
1,518,109

5,145,144
2,205

Total financial liabilities

5,755,795

7,489,175

19,633,560

5,147,349

At September 30, 2007

0-3 months

$

The future operating lease commitments where the Fund is the lessee is also disclosed in note 18. This note also details committed lease
income where the Fund is the lessor in the BET Building Joint Venture and the CS&C Joint Venture which will be used to meet a significant
component of the contractual loan payments identified above.
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4. INVESTMENT PROPERTIES
The detailed portfolio of investment properties is as follows:

Fair value
Bfwd

The CWBET Building
The CS&C Joint Venture
Carlisle House
No. 24 Broad Street
Holders Hill House
The Chattel Village
Alanridge Canmore Villa

Fair value Gains/(Losses)

Fair value
Cfwd

Revaluation
gains/(losses)

$

Foreign
exchange
loss
$

$

$

36,300,000
15,768,000
12,250,000
8,000,000
3,200,000
1,475,000
2,681,234

(63,513)

800,000
528,000
50,000
200,000
100,000
(15,000)
(238,273)

37,100,000
16,296,000
12,300,000
8,200,000
3,300,000
1,460,000
2,379,448

79,674,234

(63,513)

1,424,727

81,035,448

During the year the investment properties were appraised by an independent valuer at $81,035,448 (2007 - $79,674,234). The increase
of this current valuation over the previous valuation amounting to $1,361,214 (2007 – $3,598,894) has been recorded as a fair value gain
in the statement of income.
The CWBET Building was acquired under a sale/leaseback arrangement where the present tenant and the previous owner, Cable &
Wireless (Barbados) Limited has an option to repurchase the property at the end of the lease term of 15 years for a purchase price of no
less than the fair value of the property at that date.
There is a lien over the CWBET Building and The CS&C Joint Venture buildings as disclosed in note 11.
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5. REAL ESTATE AVAILABLE FOR RE-SALE
The detailed portfolio of real estate available for re-sale is as follows:

Developed Properties
Coral Cove Unit
Waterhall Polo Villa
Land and properties under development
Villas on the Green
Rockley
Lion Castle
Tobago Plantations Villa
Lower Estate Land
Wotton Lands
Apes Hill land
Deposits:
Apes Hill land
Waterhall Polo Villa
Lime Grove Hillside Villa
The Sunset Joint Venture
Detco Building

Cost
Bfwd.
$

Transfers

Additions

Disposals

$

$

$

Cost
Cfwd.
$

-

338,000

2,601,235
1,508,252

-

2,601,235
1,846,252

19,501,908
3,531,847
2,464,750
1,931,654
1,075,000
-

120,500

1,454,038
89,671
44,519
6,767,500
1,036,506

(4,335,033)
(1,075,000)
-

16,620,913
3,621,518
2,464,750
1,976,173
6,767,500
1,157,006

120,500
338,000
1,763,119
-

(120,500)
(338,000)
-

936,000
288,000

-

1,763,119
936,000
288,000

30,726,778

-

14,725,721

(5,410,033)

40,042,466

6. INVESTMENT IN SUBSIDIARIES
The Fund owns a 57% interest in the BET Building Joint Venture which was registered in Barbados on October 12, 2001. The joint venture
owns the CWBET Building in Wildey which has been included in investment properties (note 4).
The Fund owns a 100% interest in JK Holdings Limited, a company incorporated in Barbados. This company owns the Holders Hill House
which has been included in the investment properties (note 4).
The Fund owns a 100% interest in Fortress (St. Lucia) Limited, a company incorporated in St. Lucia. This company owns the Villas on the
Green property which has been included in land and properties under development (note 5).
7.

JOINT VENTURES

The Fund has a 50% interest in a joint venture partnership called the Rockley Joint Venture. The partnership was formed to facilitate the
purchase of land and buildings at Rockley. This property has been included in real estate available for re-sale and all assets and liabilities
of the joint venture have been proportionately consolidated.
The Fund has a 24% interest in a joint venture partnership called The CS&C Joint Venture. The partnership was formed to facilitate the
purchase of land and buildings previously owned by Cave Shepherd and Co. Ltd. and Carter Holdings Limited. The partnership has
acquired the Carter’s properties at Wildey, Barbarees Hill, High Street, 13.5 acres of undeveloped land at Lower Estate and the Cave
Shepherd building at 10-14 Broad Street. These properties have been included in investment properties at fair value (see note 4). All the
assets and liabilities of The CS&C Joint Venture have been proportionately consolidated.
The Fund has a 24% interest in a joint venture partnership called The Sunset Joint Venture. The partnership was formed to facilitate the
purchase of commercial property at Sunset Crest, St. James. The amount paid has been included in real estate available for re-sale at
cost (see note 5).

37

Fortress Caribbean Property Fund Limited

Notes to the Consolidated Financial Statements
As of September 30, 2008
(Expressed in Barbados dollars)

8. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
The detailed portfolio of investments is as follows:
2008

Listed on Caribbean stock exchanges and markets
Caribbean mutual funds
International mutual funds
Total financial assets at fair value
through profit or loss

2007

Cost
$

Market Value
$

Cost
$

Market Value
$

2,646
99,960

10,171
322,720

187,496
7,913,134
99,960

492,997
8,203,323
427,846

102,606

332,891

8,200,590

9,124,166

2008
$

2007
$

243,140
(104,769)

36,385
301,386

138,371

337,771

The net gain on financial assets at fair value through profit or loss as follows:

Realised gain
Unrealised (loss)/gain
Net gain on financial assets at fair value through profit or loss
9. SHORT TERM DEPOSITS

Short term deposits of $716,874 (2007- $733,499) with maturities in excess of 3 months, are placed with leading regional commercial
banks. The effective yield on short term deposits is 4.50% (2007- 5.47%).
10. CASH AND CASH EQUIVALENTS
2008
$

2007
$

Cash at bank
Deposits

2,744,458
132,749

1,568,123
265,200

Total cash and cash equivalents

2,877,207

1,833,323

Cash and cash equivalents are placed with leading regional commercial banks. The effective yield on cash and cash equivalents is
2.90% (2007- 0.92%)
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11. LOANS PAYABLE
2008

2007

$

$

BET Building Joint Venture

7,059,296

9,233,886

The CS&C Joint Venture

7,766,242

8,292,626

3,578,467

7,140,348

903,139

921,577

Demand loan

6,123,270

-

Total loans payable

25,430,414

25,588,437

RBTT Merchant Bank Limited

FirstCaribbean International Bank
Fortress (St. Lucia) Limited
Fortress Mutual Fund Limited
Fortress (St. Lucia) Limited

The current portion of loans payable amounts to $12,872,814 (2007-$6,825,172).
The RBTT Merchant Bank loan relates to The BET Building Joint Venture and is secured by a first mortgage over the CWBET Building at
Wildey, St Michael and an assignment of the lease payments due to the BET Building Joint Venture from Cable and Wireless (Barbados)
Limited. Interest is payable quarterly in arrears at a rate of 8.85% per annum. The remaining principal is repayable in thirteen (13) quarterly
installments of $535,000.
The RBTT Merchant Bank loan related to The CS&C Joint Venture is a fixed rate non callable mortgage bond secured by first charge
stamped to cover $34.5 million on the Carter’s properties at Wildey, Barbarees Hill, High Street, 13.5 acres of undeveloped land at Lower
Estate and the Cave Shepherd building at 10-14 Broad Street. At year end the effective interest rate on the loan which is repayable in April
2018 was 7.19% (2007 - 7.19%).
The FirstCaribbean International Bank loan related to Fortress (St. Lucia) is a registered demand debenture mortgage. It is secured by a first
charge stamped to cover $8.8 million (USD $4.4 million) over land and buildings on 16.6 acres of land at Villas on the Green Cap Estate St.
Lucia, plus a floating charge over all of the assets of Fortress (St. Lucia) Limited. The loan is repayable in either the earlier of three years
or from 80% of the net sales proceeds of each town house. Total undisbursed funds amounted to $0.4 million (2007-$ 1.7million) at the
end of September 30, 2008. Interest is payable quarterly at US 3 month LIBOR plus 2.75%. At year end the effective interest rate of the
loan was 5.56% (2007 - 8.26%).
The loan due to Fortress Mutual Fund Limited relating to Fortress (St. Lucia) Limited bears interest at a rate of 5.56 % (2007 -8.26%) per
annum. The loan is subordinated to the FirstCaribbean International Bank loan. The total amount committed to be loaned is the equivalent
of US$1.0 million. The loan is repayable from net sales proceeds on the sale of town houses or by guarantee from the Fund in 5 years.
Interest is payable quarterly at US 3 month LIBOR plus 2.75%.
The loan due to Fortress Mutual Fund limited carries interest at a rate of 8% per annum and is repayable on demand.
12. DIVIDEND PAYABLE
The directors proposed dividends in respect of 2008 amounting to $3,349,026 (2007-$3,349,026). These dividends were paid on
October 31, 2008.
13. NET RENTAL INCOME
Rental income is shown net of direct property expenses of $1,632,433 (2007- $1,130,845) incurred in managing the properties.
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14. NET GAIN ON SALE OF PROPERTY
During the year 5 units at Villas on the Green were sold for $6,351,422. The Fund realised a gain of $334,696 in the statement of income.
The gain on sale of the units is shown net of $5,245,189 of direct property expenses being land cost, construction costs, selling costs and
other direct costs, and also net of $771,537 in administrative, marketing and other costs.
During the year the Lower Estate Land was sold for $1.25 million. The Fund realised a gain of $83,037 in the statement of income.
During the year an additional $43,360 in cost was spent on completion of the Rockley Phase I property sold in 2007.

15. RELATED PARTY TRANSACTIONS
Parties are considered to be related if one party has the ability to control the other party or exercise significant influence over the other party
in making financial or operational decisions.
During the year, fund management fees amounting to $611,790 (2007- $585,232) were paid to Fortress Fund Managers Limited and
investment advisor fees amounting to $611,790 (2007- $585,232) were paid to Altman Real Estate (see note 2N).
The Fund holds nil (2007-5,895,733) shares in the Fortress Caribbean High Interest Fund. Gains on the total shareholding amounted to
$154,188 (2007- $253,941). Management fees of $15,875 (2007-$38,401) were refunded by Fortress Fund Managers Limited being
0.75% of the net asset values of Fortress Caribbean High Interest Fund shares held by the Fund during the year. This is to avoid double
charging of management fees on assets invested in related Funds which have the same Manager. This figure is included in other income.
Included in net rental income is an amount of $1,671,766 (2007- $1,617,687) earned from an affiliated company.
An amount of $5,216 (2007- $11,027) is due to Altman Real Estate and its subsidiary Property Consultancy Services Inc at year end in
respect of property management and investment advisory fees. Property management fees of $102,394 (2007- $101,495) were recognised
in the statement of income during the year.
During the year, commissions of $242,401 (2007- $77,670) charged on property rentals and sales were paid to Altman Real Estate and
its subsidiary Altman Caribbean Inc.
Included in real estate available for re-sale is $27,312 (2007- $215,000) with respect to construction project management fees paid to
Property Consultancy Services and its subsidiary PCS Caribbean Inc.
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15. RELATED PARTY TRANSACTIONS (continued)
Directors fees of $15,000 (2007- $15,000) were paid during the year. Included in professional fees is $44,500 (2007- $30,000) paid to
certain non-executive directors for service on the various sub committees. Directors’ interest (including beneficial interests) in class “A”
common property fund shares are as follows:
2008

2007

Geoffrey Cave
Number of shares held at September 30

32,000

32,000

Paul Altman
Number of shares held at September 30

659,920

659,920

Anthony Audain
Number of shares held at September 30

26,000

26,000

Dr. Trevor Carmichael
Number of shares held at September 30

26,333

26,333

Maureen Davis
Number of shares held at September 30

43,676

43,676

Terry Hanton
Number of shares held at September 30

7,200

7,200

John Williams
Number of shares held at September 30

17,000

17,000

16. SHARE CAPITAL

Number
of Shares

2008
$

Number
of Shares

2007
$

10

10

10

10

55,817,101

66,718,490

55,817,101

66,718,490

55,817,111

66,718,500

55,817,111

66,718,500

(a) Class “B” shares
Authorised
A maximum of 10 Class “B” shares
Issued and outstanding

(b) Class “A” common property fund shares
Authorised
An unlimited number of Class “A” shares
of no par value
Issued and outstanding
Total share capital
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16. SHARE CAPITAL (continued)
Class “B” shares
The Class “B” shares are held equally by the Investment Advisor and the Fund Manager and no Class “B” share can be transferred to any
person other than another investment advisor or fund manager. The holder of Class “B” shares have the voting rights. Each Class “B” share
entitles the holder to one vote per share. The holders of Class “B” shares are not entitled to receive dividends.
Class “A” shares
The holders of Class “A” common property fund shares have an interest in the undivided portion of assets of the fund. These shares secure
an equal share in distribution of net income and net capital gains and participate equally in all other respects.
The holders of Class “A” common property fund shares are entitled to vote only in respect of:
The liquidation of the fund;
The winding up of the company;
The reconstruction of the company;
The amalgamation of the company with any other company or mutual fund.
Common property fund shares may not be redeemed by the Class “A” shareholders, but may be traded on the Barbados and the Trinidad
and Tobago Stock Exchanges.

17. EARNINGS PER SHARE AND NET ASSET VALUE
Basic earnings per share is calculated by dividing the net profit attributable to shareholders by the weighted average number of shares in
issue during the period.
Diluted earnings per share is calculated as follows:

Net profit attributable to shareholders
Weighted average number of Class “A” shares in issue
Basic and diluted earnings per share

2008
$

2007
$

4,373,029

7,304,791

55,817,101

55,817,101

0.08

0.13

There are no ‘unpurchased’ shares to be added to the Class “A” shares outstanding for the purpose of computing a diluted earning per
share.
Net asset value per share

Net asset value
Net asset value per Class “A” shares

42

2008
$

2007
$

80,875,662

79,851,659

1.45
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18. COMMITMENTS
2008
$

2007
$

73,280
293,118
219,839

73,280
293,118
293,118

8,268,223
28,406,882
27,328,248

7,639,025
27,846,265
35,185,249

Operating lease commitments - where the Fund is the lessee
The future minimum lease payments under operating leases are as follows:
Not later than 1 year
Later than 1 year and not later than 5 years
Later than 5 years
Operating lease commitments - where the Fund is the lessor
Not later than 1 year
Later than 1 year and not later than 5 years
Later than 5 years

19. CAPITAL COMMITMENTS
The Fund has committed to $0.1 million (2007- $1.3 million) in respect of development of its real estate available for re-sale, contracted
for at balance sheet date but not yet incurred.
The Fund has committed to $6.5 million (2007- $2.8 million) in respect of the purchase of property contracted for at balance sheet date
not yet incurred.

20. SUBSEQUENT EVENTS
Subsequent to year end the Fund entered into an agreement to sell the Tobago Plantation Villa for $2.5 million and the Lion Castle Lot 22
for $1.4 million.
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