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Fortress Caribbean Property Fund Limited

INVITATION

November 28, 2007

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 Thursday, January 10th, 2008 at 
5:30 p.m. in the Peninsula Room, at the Hilton Barbados, Needhams Point, 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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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.

FUND NAME: Fortress Caribbean Property Fund Limited

FUND TYPE: Closed-End Fund

LAUNCH DATE: August 20th, 1999

LAUNCH PRICE: $1.00 per share
WARRANTS EXERCISE PRICE: $1.00 per share
RIGHTS ISSUE PRICE: October 2005: $1.�0 per share

NO. OF SHARES OUTSTANDING: 55,817,101

NET ASSETS - �0/9/2007: $79,851,659

NET ASSET VALUE PER SHARE - �0/9/2007: $1.�� per share

SHARE PRICE - �0/9/2007:  $1.�5 per share

STOCK EXCHANGE LISTINGS: Barbados Stock Exchange (BSE)
 Trinidad & Tobago Stock Exchange (TTSE)

MANAGEMENT EXPENSES:
Manager:  0.75% per annum of the net assets of the Fund

Investment Advisor: 0.75% per annum of the net assets of the Fund 
 
FUND VALUATIONS: Monthly

INDEPENDENT PROPERTY APPRAISALS: Semi-Annually

NAV QUOTATIONS: Updated Monthly – Internet – www.fortressfund.com

Investment Objectives & Fund Details
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Directors’ Report

The Fortress Caribbean Property Fund 
had a much better year in 2007; net 
profits increased by 41% to $7.3 million 
compared to $5.2 million in 2006. The 
net earnings per share amounted to 
$0.1� compared to $0.09� in 2006.

Net revenues increased by 21% to 
$11.9 million while total expenses 
declined by 12% to $2.9 million. The 
two main factors contributing to the 
improved results were the successful 
sale of the 22 condominium units at 
Orange Hill in the Rockley Development 
and an increase in fair value gains to 
$�.6 million compared to $2.5 million 
in 2006. Total rental income increased 
by 7% over the prior year.

The Fund achieved a total return for the 
year of 9.56% which reflects a 5.15% 
change in the net asset value (NAV) 
and a dividend of six cents per share 
or �.�1% return. This performance is in 
line with the Fund’s target returns but is 
still below the Fund’s potential.

The Fund has a large number of 
properties which are still at early stages 
of their development for which no 
earnings or uplift has yet been achieved.  
Collectively these properties represent 
over $27 million in real estate which is 
being carried in our books at cost. It 

is our view that as these investments 
start to reach their potential in the next 
year or two, the Fund should see a 
significant boost in earnings.   

During the year, the Fund converted its 
investment in Limegrove from a direct 
interest in the equity of the project to 
a deposit on the purchase of a unit. 
This decision was taken in the interest 
of good corporate governance. All the 
regulatory approvals have now been 
received for the development and 
the reports are that the construction 
of the hillside units will commence in 
December 2007.

There has been a significant slow-
down in the real estate market in 
the United States which has been 
compounded by a collapse in the sub-
prime mortgage market. We have not 
seen evidence yet of a similar problem 
in the Caribbean and with the US dollar 
so weak against both the Pound and 
the Euro, our second home real estate 
markets should continue to be strong 
from potential buyers in Europe. If the 
real estate and credit problems in the 
US lead to a recession, then it will only 
be a matter of time until we feel the 
effects here.

In the coming year, we expect to 

record profits from the sale of Villas 
On The Green now that the first 20 
units in Phase 1 are finished. We also 
expect to make significant progress on 
the second phase of Rockley and the 
sale of our land at Lower Estate will 
be completed before the end of the 
calendar year.

In closing, I would like to thank our 
Directors and Advisors for their efforts 
during the year and we look forward to 
an even better year in 2008.

Geoffrey Cave
Chairman
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Fund Manager’s Report

BET Building Joint Venture and The 
CS&C Joint Venture are both doing 
well. Carlisle House is almost fully 
tenanted and we are slowly getting the 
rental rates up to where they need to 
be.

We have an agreement in principle for 
the purchase of a new commercial 
property in Barbados and hopefully 
this will be concluded in the coming 
months.
 
In summary, the Fund is making steady 
progress on a number of different 
opportunities and the outlook remains 
positive. The Fund’s NAV is now 
$1.�� per share with a quarter of the 
assets being carried at cost. If these 
developments are successful and 
meet expectations, the Fund should 
produce good profit growth in the 
coming years. The Fund’s shares are 
trading now at $1.50 per share and 
they represent value to the investor 
looking to participate in the growing 
real estate sector in the Caribbean.

Roger Cave CA, CFA
Manager

The Fortress Caribbean Property Fund 
had an improved year in 2007 with net 
profits increasing to $7.3 million from 
$5.2 million, a �1% increase over 2006. 
The Fund’s net assets have increased 
to $79.85 million from $75.89 million at 
the end of September 2006, with the 
net asset value now $1.�� per share 
after paying a dividend of $0.06 per 
share.

The Fund’s gross assets are now over 
$12� million with loans of only $25.6 
million. The Fund is 22% leveraged, 
which is conservative for this type of 
Fund. The Fund generated $�.7 million 
in net cash from its operating activities 
providing adequate cover for the 
dividend paid.

The Fund has now achieved a solid 
level of profitability despite a quarter 
of its assets being carried at cost  and 
recorded as “Real Estate available 
for re-sale” which is in accordance 
with International Financial Reporting 
Standards (IFRS). In this regard, 
investments that the Fund has made 
at Apes Hill, Lion Castle, Lower Estate, 
Tobago Plantations and Villas On The 
Green, have not been revalued by the 
independent valuer and are carried at 
cost. A number of these investments 
are under development and will be sold 
in the next two years. If successful, they 
should have a very positive impact on 
the Fund’s earnings.

Our joint venture investment at Rockley 
has made good progress and Phase 
I was completed during the year 
producing a net profit of $975,000 
which equates to a �1% return to the 
partners. Plans are well advanced for 
Phase II which involves the construction 
and sale of 26 two and three bedroom 
units at Cane Garden.
 
The development of Phase I at Villas 
on The Green in St. Lucia has now 
been completed, albeit several months 
behind schedule, which resulted in the 
loss of a winter season. We anticipate 
that profits from the sale of these units 
will begin to be  recognized in the next 
financial year. 

The development of the three bedroom 
villa on the third hole at Tobago 
Plantations will be completed in January 
2008 and we expect this property to be 
sold during this winter.

The Unit in Canmore, Canada was 
reclassified as an investment property 
this year as the Board has taken a 
decision not to sell the unit for a few 
more years. This has resulted in an 
unrealized appraisal gain in this year’s 
financial statements of BDS$1.2 million 
based on an independent valuation 
confirmed by Terra Caribbean. 

Our commercial properties continue to 
perform in line with expectations. The 
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Investment Advisors’ Report

Background
Development throughout the Caribbean has continued to expand at a brisk pace. Many of the property sectors are expanding, 
in particular the residential sector where almost every island has many new, attractive and competitive developments. In 
Barbados we are experiencing a doubling in the supply of vacation homes and many other territories have similar situations.  
Growth in commercial and warehousing is less robust but there is a boom in local home supply in most territories.

The economies of the islands remain strong and we have not yet seen any impact of the credit crunch in the United States or 
the nervousness in the financial markets, although there is often a lead time before the Caribbean is affected.  The strength 
of the Pound, the Euro, and the Canadian dollar are having a positive effect on sales of properties to non-residents.

Investment opportunities
The Investment Advisors had a busy year analysing 18 purchase opportunities and concluding two sales opportunities. 
The purchase opportunities were geographically spread including two in Antigua, one in St. Lucia, one in Canouan and the 
remainder in Barbados.

The opportunities included investments in a cruise terminal, office buildings, a retail mall, resort condominiums and land for 
development. A variety of different structures were looked at including asset purchase and joint ventures with synergistic 
partners.

The strategy has been to pursue developmental assets, under performing assets or assets with high quality leasebacks 
or tenancies. As is often the case, the yields which were available and the risks to be undertaken resulted in many of the 
opportunities being declined.  

During the financial year the Fund agreed to make three purchases. These were:

• Worthing Great House (in partnership)
• Waterhall Polo Villa
• Hillside Villa at Limegrove 

In each case excellent value was achieved. Both of the villas were acquired at significant discounts to list prices. Our equity 
in the Limegrove Development was converted to a deposit on the Hillside Villa during the year. 

We have agreed terms on one further opportunity which will be purchased shortly after the year end.

The Fund completed the sale of VOTB �05 Ltd during the year.
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Developments
The Fund’s two developments are progressing well. The first phase of the Rockley joint venture with Dowding Estates and 
Trading Company Ltd has produced a good return on equity of over �0%. It is anticipated that the two future phases will 
produce even higher returns. The completion of Villas on the Green was delayed but is in an excellent location and is being 
well received now that the first phase has been completed.

Future strategy
The Investment Advisors are cognizant of the Fund’s need to generate cash and in the coming year, we will be addressing 
the need to acquire income generating assets with high quality yields and capital appreciation potential.  Several of our joint 
venture partners have been very pleased with the results and are keen to explore further opportunities with us.  By partnering 
with others we can get into bigger and better deal flows.

We are often approached to purchase new residential offerings at discounted retail prices. These offers are usually declined 
on our recommendation as in most cases they do not include a participation in the equity of the business on level terms with 
the developer. This has proven to be the hurdle in several of the opportunities presented to us.

The Fund is not heavily leveraged and as such there is significant capacity for new acquisitions without returning to the 
shareholders for additional equity. We will be actively seeking high quality opportunities for the Fund in the coming year.

          
Paul Altman         Terry Hanton
Investment Advisor        Investment Advisor

Investment Advisors’ Report
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THE CWBET Building
Location – Wildey, Barbados
Cost - $ 28.1 million
Tenantable space - 8�,8�8 square feet

.

During the twelve months ended September �0, 2007 The BET Joint Venture earned $�.9 million in gross rental income and 
the valuers have revalued the building at $�6.� million resulting in fair value gains of $800,000.  The joint venture has made 
a profit after interest of $3.8 million compared to $3.0 million in 2006. 

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.  An architectural proposal will be brought to the BET Joint Venture Board for consideration at the next 
meeting.  

Carter’s buildings and land, Cave Shepherd Building 
Location – various
Cost – $60.� million – entire joint venture (2005 and 2006)

value gains of $1.8 million.  During the year ended September 2007 the Fund earned $1.� million in gross rental income and 
recognised $432,000 in fair value gains, resulting in $1.1 million in profit from our share of the joint venture. 

Property Report

The Fund holds 2�% 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 2� acres of land and 250,000 square feet 
of retail, office and warehouse space.

The properties have been valued at $65.7 million, resulting in fair

The Fund owns a 57% share 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
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Carlisle House
Location – Bridgetown, Barbados
Cost $8.6 million (1999)
Tenantable space – �8,�26 square feet
Property type - Commercial

                            .

No 2� Broad street
Location – Bridgetown, Barbados 
Cost $5.5 million (1999)
Tenantable space – 1�,000 square feet
Property type - Commercial

Property Report

During the year gross rents increased from $1.� million to 
$1.6 million. Net property income increased from $691,000 
to $8�5,000, which represents a 22% increase.

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.  External upgrades are on-going and the building was 
repainted after the year end.

During the year, an additional $221,000 was spent on 
improvements and outfitting for new tenants.  The valuers 
have increased their valuation to $12.25 million giving rise 
to a $29,000 fair value gain as of September �0, 2007.

No 2� 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 �% per annum.

The valuers have increased their valuation to $8.0 million 
resulting in fair value gains of $600,000.
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Holder’s site
Location – St. James, Barbados
Cost - $1.8 million (2002)
Size – 158,000 square feet
Property type – Residential Type

Chattel Village
Location Holetown, Barbados
Cost $1.55 million (1999)
Tenantable space – 8,000 square feet
Property type - Commercial

The gross rental income has decreased from $�58,000 to $��0,000 as a result of vacancy between tenants.  Again as with 
the previous year’s valuation, the value has been decreased by $�5,000 to $1.�75 million. 

This �½ acre site has expansive views over Holder’s Polo 
Field, the Sandy Lane Green Monkey golf course and 
the west coast.  A revised planning application has been 
submitted to the planning authorities.

The valuers have increased the value to $�.2 million resulting 
in $500,000 in fair value gains.

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.

Property Report
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Alanridge Canmore Villa – Unit #5
Location – Alberta, Canada
Cost – CAD$762,000 (200�)
Tenantable space – 2,��6 square feet
Property type – Residential Property

The unit was completed at the end of 2006 and the Directors have decided to hold this property for its long term capital 
appreciation. It has therefore been reclassified as an investment property and is now included at fair market value as 
determined by the independent valuers.  It has been leased on a number of short term rentals and has earned $29,000 in 
net property income in 10 months.  

It is now been valued at Cad $1.�25 million and is included in the books at BDS$2.7 million. The Fund has recorded a fair 
value gain of $1.2 million, of which $�90,715 is as a result of the increase in the Canadian dollar exchange rate between 
purchase and valuation dates.

Lower Estate Land 
Location – St. Michael, Barbados 
Cost - $7�2,0�5 (2001) 
Property type – Undeveloped Land 

Property Report

This prime industrial �5,000 square foot site is located 
close to Highway 2. A fair value gain of $100,000 was 
recognized in March 2007. The Directors made the 
decision in the third quarter to sell this property and 
transferred it to available for sale at its then current 
book value of $1.075 million.  

Subsequent to the year end the Fund accepted an offer 
of $1.�5 million for the property and the transaction 
is expected to be completed in the coming financial 
year.

The Fund purchased this three bedroom condominium on 
the Three Sisters Golf Course in Canmore, Alberta, Canada 
in 200�.  Three Sisters is in the heart of the Canadian 
Rockies.  The unit is located behind one of the greens of 
the golf course. 
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Villas on the Green 
Location – Cap Estate, St. Lucia 
Cost of land - $5.� million (2005)
Property type – Residential Development

Rockley Development  
Location – Rockley, Barbados 
Cost - $ �.18� million and $�.9 million (2005, entire joint venture, remaining lands)
Property type – Undeveloped Land

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 units have been completed since the year 
end but were several months behind schedule with the 
significant loss of the 2006/7 winter season.  There has 
been no material impact on the development costs.  Four 
purchase and sale agreements have been signed and a 
further four units have been reserved.  These profits will be 
accounted for in the subsequent financial year. 

The Rockley Joint Venture, is a 50:50 joint venture with 
Dowding Estates and Trading Company Ltd. The joint 
venture originally purchased the Orange Hill and the central 
facilities site in 2005 for $6.�� million. During the year the 
development of the Orange Hill location was completed. 
The two and a half acre 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 the joint venture purchased the Worthing 
Great House site for $�.7 million. The development of this 
Phase II site as Cane Garden is planned to begin in early 
February 2008 subject to Board approval. To date there 
has been a lot of interest in the units.

Property Report
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Lion Castle
Location – St. Thomas
Cost - $2.� million (2006)
Property type – Undeveloped Residential Land 

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 land remains available for sale.

Tobago Plantations Villa 
Location – Tobago Plantations, Tobago
Cost - $6�5,000 land, building – $1.� 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 �00 homes. 
A four bedroom home with a pool is presently under 
construction at a cost of around $1.� million and 
is expected to be completed in January 2008. The 
property is being offered for sale at $2.7 million.

Lot 102 is one of the best in the development but since 
the property is now under construction and it is no 
longer carried at market value, it has been transferred 
from investment property to real estate available for re-
sale. 

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.

Property Report
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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 paid a 10% deposit in 2006 and completion will take place in November 2007. 

Plans have been developed for a four bedroom house and a planning application has been made. Approval has also been 
sought from the Apes Hill developer.  

Sales at Apes Hill to date have been extremely successful with some purchasers already achieving 50% uplifts at this 
spectacular golf resort.

Waterhall Polo Villa
Location - Waterhall, St. Thomas
Cost - $�.� million (2006)
Property type – Residential Unit Under Development

The Fund has paid the deposit on the purchase of a three-bedroom villa overlooking the polo field of Waterhall St. James for 
$1.675 million. The purchase has been completed subsequent to year end. The unit will be furnished and made available for 
rent. This asset will be re-evaluated after the completion of the Apes Hill Golf Course of which it is a member. 

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 of 
2,8�0 square feet. Construction will commence in 
December 2007 and is expected to be completed 
in early 2009

Property Report
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 Notes 2007 2006
  $ $

Assets

Investment properties  6 79,674,234 75,��1,000

Real estate available for re-sale 7 30,726,778 25,169,��0

Financial assets at fair value through profit and loss  5 9,124,166 9,626,�9�

Accounts receivable and prepaid expenses  1,603,859 205,�29

Cash and cash equivalents 4 1,833,323 2,299,�19

Short term deposits  733,499 -

Total assets  123,695,859 112,7�1,682

   

Liabilities

Loans payable  12 25,588,437 22,001,556

Dividend payable 11 3,349,026 �,069,9�1

Accounts payable and accrued expenses   1,338,450 77�,�91

Security and advance deposits  1,533,766 199,�05

Total liabilities  31,809,679 26,0��,�9�

Total assets less liabilities  91,886,180 86,687,289

Equity

Capital and reserves attributable to the fund shareholders

Share capital 16 66,718,500 66,718,500

Retained earnings  13,133,159 9,177,�9�

Total shareholder’s funds  79,851,659 75,895,89�

Minority Interest in equity  12,034,521 10,791,�95

Total equity  91,886,180 86,687,289

Net asset value per share 17 1.43 1.�6 
  

Approved by the Board of Directors on November 28, 2007

___________________________Director  ___________________________Director

Fortress Caribbean Property Fund Limited

Consolidated Balance Sheet
As of September 30, 2007
(Expressed in Barbados dollars)
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 Attributable to the Fund shareholders
  
 Share Retained Minority
 Capital Earnings Interest Total
 $ $ $ $

Balance as at September 30, 2005 35,742,268 7,061,823 9,639,822 52,443,913

Issue of shares �0,976,2�2 - - �0,976,2�2

Proposed dividend (5.5¢ per share) - (�,069,9�1) - (�,069,9�1)

Distribution to minority investors - - (150,500) (150,500)

Net income for the year - 5,185,512 1,�02,07� 6,�87,585

Balance as at September 30, 2006 66,718,500 9,177,394 10,791,395 86,687,289

Proposed dividend (6.0¢ per share) - (�,��9,026) - (�,��9,026)

Distribution to minority investors - - (�87,000) (�87,000)

Net income for the year - 7,�0�,791 1,6�0,126 8,9��,917

Balance as at September 30, 2007 66,718,500 13,133,159 12,034,521 91,886,180

Fortress Caribbean Property Fund Limited

Consolidated Statement of Changes in Equity 
For the year ended September 30, 2007
(Expressed in Barbados dollars)
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 Notes 2007 2006
  $ $
 
Revenue 

Net rental income 13 6,947,741 6,�88,999 
Fair value gains  6 3,598,894 2,5�0,�56
Net gain on sale of property 14 835,617 -
Net gain on financial assets at fair value through profit and loss  5 337,771 �8�,1�2
Interest income  147,913 �26,710
Other income  38,401 �2,�70
Dividend income  18,865 18,508

Total investment income  11,925,202 9,891,075

Expenses
Interest expense  1,481,459 1,7�7,�16
Fund management fees  15 585,232 556,525
Investment advisor fees  15 585,232 556,525
Audit, listing and other professional fees  305,442 2�2,999
Impairment loss on real estate available for re-sale   - 262,��1
Office and administrative expenses  17,920 ��,58�
Directors’ fees  15,000 1�,000

Operating expenditure  2,990,285 �,�0�,�90

Net income for the year  8,934,917 6,�87,585

Attributable to:   
Class “A” common property fund shareholders  7,304,791 5,185,512
Minority interest  1,630,126 1,�02,07�

  8,934,917 6,�87,585
   
Earnings per share    

 - basic and diluted 17 0.13 0.10

 

Fortress Caribbean Property Fund Limited

Consolidated Statement of Income
For the year ended September 30, 2007
(Expressed in Barbados dollars)
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  2007 2006
  $ $

Cash flows from operating activities   
Net income for the year 8,934,917 6,�87,585
Adjustment for:   
 Fair value gains (3,598,894) (2,5�0,�56)
 Net gain on sale of property (835,617) -
 Net gain on financial assets at fair value through profit or loss  (337,771) (�8�,1�2)
 Interest income (147,913) (�26,710)
 Dividend income (18,865) (18,508)
 Interest expense 1,481,459 1,7�7,�16
 Impairment loss on real estate available for re-sale - 262,��1

Operating income before working capital changes 5,477,316 5,127,7�6
Net (increase)/ decrease in accounts receivable and prepaid expenses (1,398,430) 80,879
Net increase in accounts payable and accrued expenses 564,959 �9�,817
Net increase/(decrease) in security and advance deposits 1,334,361 (�0,885)

Cash generated from operations 5,978,206 5,562,5�7
Interest received 134,414 �26,710
Dividend received 18,865 18,508
Interest paid (1,449,619) (1,�98,807)

Net cash generated from operating activities 4,681,866 �,508,958
 
Cash flows from investing activities   
Purchases/additions to investment properties (248,165) (9,782,192)
Purchases/additions of real estate available for re-sale (11,860,167) (19,085,6�0)
Proceeds from sale of real estate available for re-sale 7,080,270 -
Increase in real estate available for re-sale deposits (338,000) (120,500)
Purchase of financial assets at fair value through profit or loss (6,150,000) (9,578,000)
Proceeds on sale of financial assets at fair value through profit or loss 6,990,000 2,60�,�1�
Increase in short-term deposits (720,000) -

Net cash used in investing activities (5,246,062) (�5,962,918)

Cash flows from financing activities  
Issue of shares-net - �0,976,2�2 
Distributions to minority investors (387,000) (150,500)
Dividends paid (3,069,941) (1,8�1,965)
Loan advances received 6,999,882 10,�87,8�6
Repayment of loans (3,444,841) (7,�52,��0)

Net cash from financing activities 98,100 �2,019,17�

Net (decrease)/ increase in cash and cash equivalents (466,096) 565,21�

Cash and cash equivalents at beginning of year 2,299,419 1,7��,206

Cash and cash equivalents at end of year 1,833,323 2,299,�19

Fortress Caribbean Property Fund Limited 

Statement of Consolidated Cash Flows
For the year ended September 30, 2007
(Expressed in Barbados dollars)
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 in which it operates ( “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 and liabilities such as 
equities held at fair value through profit or 
loss are recognised in the profit and loss as 
part of the fair value gain and loss.

C. CASH AND CASH EQUIVALENTS
Cash and cash equivalents comprise 
of cash on hand and demand deposits 
with original maturities of three months 
or less. Cash equivalents are short term, 
highly liquid investments that are readily 
convertible to known amounts of cash and 
which are subject to insignificant changes 
in value.

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 a group 
company is the lessee, 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 a group company 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. These properties are independently 
revalued every six months, except The BET
Joint Venture and The CS&C joint venture 
buildings, which are independently revalued 
annually. 

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 2002-22 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 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 adopted 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 

Fortress Caribbean Property Fund Limited

Notes to the Consolidated Financial Statements
As of September 30, 2007
(Expressed in Barbados dollars)

evaluated and are based on historical 
experience and other factors, including 
expectations of future events that are 
believed to be reasonable under the 
circumstances.

Amendments to published standards and 
interpretations that impact the Fund are 
listed below:
The application of the amendments and 
interpretations did not result in any substantial 
changes to the financial statements:

 •  IAS �9 (Amendment), The Fair  
  Value Option

Standards, amendment and interpretation 
effective in 2006 but not relevant:
The following standards, amendments 
and interpretations are mandatory for 
accounting periods beginning on or after 
January 2006 but are not relevant to the 
Fund’s operations:

 •  IAS 19 (Amendment), Employee  
  Benefits;
 •  IAS 21 (Amendment), Net   
  Investment in a Foreign Operation;
 • IAS �9 and IFRS � (Amendment)  
  Financial Guarantee Contracts;

Interpretations issued but not effective:
The Fund has chosen not to early adopt 
the following standards and interpretations 
that were issued but not yet effective at the 
date of these financial statements which 
will have an impact on the Fund:

 •  IAS 1 (Amendment), Capital   
  Disclosures;
 • IFRS 7 Financial Instruments  
  Disclosure;

On adoption, IFRS 7 will require substantial 
disclosures to the financial statements in 
respect of the Fund’s financial assets and 
liabilities.

B. FOREIGN CURRENCY TRANSLATION
Functional and presentation currency
Items included in the Fund’s consolidated 
financial statements are measured using the 
currency of the primary economic environment 
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2. SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES (continued)

E. FINANCIAL ASSETS AT FAIR VALUE 
THROUGH PROFIT AND LOSS

(a) Classification
Management determines the appropriate 
classification of these assets at initial 
recognition.
The Fund’s investments have been 
classified as financial assets at fair value 
through profit and loss in accordance with 
International Accounting Standards �9 (IAS 
�9), Financial Instruments: Recognition and 
Measurement.

Financial assets at fair value through profit 
and loss consist of equity securities and 
interest bearing securities.

(b) Recognition/ derecognition
Regular-way purchases and sales of 
investments are recognised on the trade 
date, the date on which 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.

All financial assets at fair value through 
profit and loss are initially recognised at 
cost and are subsequently carried at fair 
value based on quoted bid prices.  In the 
absence of quoted bid prices, the quoted 
offer price is used.  In the event that a 
security held by the Fund is unquoted, if 
unusual market conditions exist, or in the 
event that a particular security’s value has 
become impaired, as evidenced by no bids 
being quoted and offers below the previous 
trade price, the Manager, in consultation 
with the Custodian, and on advice of an 
independent broker, will make a reasonable 
estimate of the fair value price.

Gains or losses arising from changes in the 
fair value of securities classified as financial 
assets at fair value through the profit and 
loss are recognised in the statement of 
income as they arise. Average cost is used 
to compute realised and unrealised gains 
on investments.

Fortress Caribbean Property Fund Limited

Notes to the Consolidated Financial Statements
As of September 30, 2007
(Expressed in Barbados dollars)

F. INVESTMENT PROPERTIES
Investment properties are treated as long-
term investments. Investment property 
is initially measured at its cost including 
related transaction costs. After initial 
recognition investment properties are 
carried at market value determined semi-
annually by professional independent 
valuers.  Investment properties are not 
subject to depreciation.  Under IAS �0 – 
Investment Property, changes in fair values 
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.

G. REAL ESTATE AVAILABLE FOR RE-
SALE
Properties that are being held for future 
sale are classified as real estate available 
for re-sale at their deemed cost, which is 
the carrying amount at the balance sheet 
date. 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. 

Real estate available for re-sale is classified 
as non-current assets held for sale under 
IFRS 5, Non-Current Assets Held for Sale 
and Discontinued Operations.

H. 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 and VAT.

Dividend income is recognised when the 
Fund’s right to receive payment has been 
established. 

I. 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 a 100% of the income 
that is designated to be the income of the 
Fund shareholders. 

J. 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.

K. DIVIDENDS PAYABLE
Proposed dividends are accounted for 
when they are ratified and are recognised 
in equity in the period in which they are 
declared.

L. NET ASSET VALUE PER SHARE AND 
EARNINGS PER SHARE
The net asset value per share is calculated 
by dividing the net assets 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.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

M. EXPENSES
Expenses are accounted for on an accrual basis.  Expenses are charged to the income statement 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 management and advisor fees, 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 advisor 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 in which the Fund has an interest of more than one half of the voting rights, or otherwise has power to exercise 
control over the operations, are consolidated.  

Associated undertakings in which the Fund has a shareholding or interest of between 20% and 50% or has significant influence but 
does not control, are initially recognised at cost and subsequently accounted for by the equity method. For presentation in the financial 
statements the investments in associated companies are recorded in investment properties or real estate available for re-sale. This 
presentation more accuracy reflects the substance of the transaction.

The Fund’s interest in jointly controlled entities is initially recognised at cost and subsequently accounted for by the proportionate 
consolidated method.

All intercompany transactions, balances and unrealised gains on intercompany transactions are eliminated on consolidation.

The Fund’s holdings are set out as below: 
 
  2007 2006

Subsidiaries:
 BET Building Joint Venture 57% 57%
 JK Holdings Limited 100% 100%
 VOTB �05 Limited - 100%
 Fortress (St. Lucia) Limited 100% 100%

Associated Undertakings:
 Linx Trading Limited - 20%
 Rockley Development Limited 50% 50%

Joint Ventures:
 CS&C Joint Ventures 2�% 2�%
 Rockley Joint Venture 50% 50%

Fortress Caribbean Property Fund Limited

Notes to the Consolidated Financial Statements
As of September 30, 2007
(Expressed in Barbados dollars)
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3. FINANCIAL RISK MANAGEMENT

Strategy in using financial instrument
The Fund’s activities expose it to a variety of financial risks: market price risk, credit risk, interest rate risk, liquidity risk and currency risk 
from the financial instruments it holds. The risk management policies employed by the Fund to manage these risks are discussed below.

The objective of the Fund is to achieve long-term capital appreciation through investment in domestic, regional and international markets. 
The Fund invests in a diversified portfolio of real estate, equities, funds and Government securities predominantly in the Caribbean. 

Market price risk
Securities categorised as financial assets at fair value through profit and loss are carried at their market value which is determined as 
disclosed in note 2E. The carrying value of the other financial assets and liabilities are considered reasonable estimates of their fair value. 
The Fund’s interest rate securities and equity securities are susceptible to market price risk arising from uncertainties about future prices 
of the instruments.
 
The Fund’s market price risk is managed through diversification of the investment portfolio exposure. A summary of the overall balance 
sheet market exposures at September �0, 2007 is disclosed in note 5. 

The Fund’s overall market positions are monitored on a monthly basis by management and are reviewed by the Board of Directors on a 
periodic basis.

Credit risk
Credit risk is the risk that an issuer or counter party will be unable or unwilling to meet commitments it has entered into with the Fund.

Cash is placed with financial institutions with high credit ratings.  Short-term deposits are placed with a reputable public company.
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.

In accordance with the Fund’s policy, management monitors the Fund’s credit position on a monthly basis and it is reviewed by the Board 
of Directors on a periodic basis.

Fortress Caribbean Property Fund Limited

Notes to the Consolidated Financial Statements
As of September 30, 2007
(Expressed in Barbados dollars)
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Fortress Caribbean Property Fund Limited
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3. FINANCIAL RISK MANAGEMENT (continued)

Liquidity risk
Prudent liquidity risk management implies maintaining sufficient cash, or the availability of funding through an adequate amount of 
committed credit facilities. 

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 balances, as the impact of discounting is not significant.

September 30, 2007 
 Less than 1 month 1-3 months  Over 3 months No stated maturity
 $ $ $ $

Loans payable  1,150,102 �,772,800 20,665,5�5 -
Dividend payable �,��9,026 - - -
Accounts payable and accrued expenses  - - 1,��8,�50 -
Security and advanced deposits - - - 1,5��,766

Total financial liabilities 4,499,128 3,772,800 22,003,985 1,533,766
 
 

September 30, 2006 
 Less than 1 month 1-3 months  Over 3 months No stated maturity
 $ $ $ $

Loans payable 2,068,50� - 19,9��,052 -
Dividend payable �,069,9�1 - - -
Accounts payable and accrued expenses - - 77�,�91 -
Security and advance deposit - - - 199,�05

Total financial liabilities 5,138,445 - 20,706,543 199,405
 

The Fund’s liquidity position is monitored on a weekly basis by management and it is reviewed by the Board of Directors on a periodic 
basis.
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3. FINANCIAL RISK MANAGEMENT (continued)

Interest rate risk
The majority of the Fund’s financial assets and liabilities are non-interest bearing. As a result the Fund is not subject to significant amounts 
of risk due to prevailing levels of market interest rates. Any excess cash and cash equivalents are invested at short-term market interest 
rates.

The table below summaries the Fund’s exposure to interest rate risks:

As at September 30, 2007  
  Less than 1  1-3 months 4 months Over 1 year Non-interest  Total 
  month  - 1 year  bearing
  $ $ $ $ $ $ 

Assets      
Investment properties  - - - - 79,67�,2�� 79,674,234
Real Estate available for re-sale - - - - �0,726,778 30,726,778
Financial assets at fair value 
through profit or loss  - - - - 9,124,166 9,124,166
Accounts receivable and prepaid
expenses - - - - 1,60�,859 1,603,859
Cash and cash equivalents 1,8��,�2� - - - - 1,833,323
Short term deposits - - 7��,�99 - - 733,499

Total assets 1,833,323 - 733,499 - 121,129,037 123,695,859
      
Liabilities      
Loans payable  1,150,102 �,772,800 1,902,270 18,76�,265 - 25,588,437
Dividend payable - - - - �,��9,026 3,349,026
Accounts payable and accrued 
expenses  - - - - 1,��8,�50 1,338,450
Security deposits - - - - 1,5��,766 1,533,766

Total liabilities 1,150,102 3,772,800 1,902,270 18,763,265 6,221,242 31,809,679

Interest sensitivity gap 683,221 (3,772,800) (1,168,771) (18,763,265) 114,907,795 91,886,180
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3. FINANCIAL RISK MANAGEMENT (continued)

Interest rate risk (continued)

As at September 30, 2006
  
  Less than 1  1-3 months 4 months Over 1 year Non-interest  Total 
  month  - 1 year  bearing
  $ $ $ $ $ $ 

Assets      
Investment properties  - - - - 75,��1,000 75,431,000
Real Estate available for re-sale - - - - 25,169,��0 25,169,440
Financial assets at fair value 
through profit or loss  - - - - 9,626,394 9,626,394
Accounts receivable and prepaid 
expenses - - - - 205,�29 205,429
Cash and cash equivalents 2,299,�19 - - - - 2,299,419

Total assets 2,299,419 - - - 110,432,263 112,731,682 
     
Liabilities      
Loans payable  2,068,50� - 1,902,270 18,0�0,782 - 22,001,556
Dividend payable - - - - �,069,9�1 3,069,941
Accounts payable and accrued 
expenses  - - - - 77�,�91 773,491
Security deposits - - - - 199,�05 199,405

Total liabilities 2,068,504 - 1,902,270 18,030,782 4,042,837 26,044,393

Interest sensitivity gap 230,915 - (1,902,270) (18,030,782) 106,389,426 86,687,289

In accordance with the Fund’s policy, management monitors the Fund’s interest rate risk position on a monthly basis and it is reviewed 
by the Board of Directors on a periodic basis.

4. CASH AND CASH EQUIVALENTS 

 2007 2006
 $ $

Cash at bank 1,568,123 2,250,219
Deposits 265,200 �9,200

 1,833,323 2,299,�19

Cash and deposits at bank amounting to $1,8��,�2� (2006- $2,299,�19) is placed with leading regional commercial banks.
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5. FINANCIAL ASSETS AT FAIR VALUE THROUGH THE PROFIT AND LOSS

The detailed portfolio of equity securities is as follows:
   2007   2006
 Number of  Cost  Fair Cost  Fair
 shares  Value  Value
  $ $ $ $

Conglomerate     

The Barbados Shipping & Trading Co. Ltd 2,684 8,099 24,156 8,099 15,2�5
Goddard Enterprises Limited 212 639 1,314 6�9 1,272

Retail and distribution     

Cave Shepherd & Co. Limited 64,000 104,339 385,280 10�,��9 ��7,�60
West Indies Rum Distillery Limited 1,000 2,007 8,500 2,007 9,000

Utilities     

Light & Power Holdings Ltd 2,020 18,672 21,311 18,672 20,�62

Telecommunications     

Cable & Wireless BARTEL Limited 10,853 39,268 35,876 �9,268 25,267

Tourism     

Almond Resorts Inc. 8,000 14,472 16,560 1�,�72 16,�00

Mutual and Overseas Funds     

Fortress Caribbean High Interest Fund 5,895,733 7,913,134 8,203,323  8,5��,770 8,75�,257
OAM – Other funds  - 99,960 427,846 99,960 ��8,1�1
     
Total financial assets at fair value 
through profit and loss  8,200,590 9,124,166 8,8�1,226 9,626,�9�

The net gain on financial assets at fair value through profit and loss as follows:
 2007 2006
 $ $

Realised gain  36,385 79,5��
Unrealised gain  301,386 �0�,599

Net gain on financial assets at fair value through profit and loss 337,771 �8�,1�2
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6. INVESTMENT PROPERTIES

The detailed portfolio of investment properties is as follows:
      
  Fair value Transfers Additions Fair value gains/(losses) Fair value
  Bfwd.    Cfwd.
    Foreign Revaluation
    exchange gains/(losses)
    gain 
 $ $ $ $ $ $

The CWBET Building �5,500,000 - - - 800,000 �6,�00,000
CS&C Joint Venture 15,��6,000 - - - ��2,000 15,768,000
Carlisle House 12,000,000 - 220,912 - 29,088 12,250,000
No. 2� Broad Street 7,�00,000 - 27,25� - 572,7�7 8,000,000
Holders Hill House 2,700,000 - - - 500,000 �,200,000
The Chattel Village 1,520,000 - - - (�5,000) 1,�75,000
Lower Estate Land 975,000 (1,075,000) - - 100,000 -
Alanridge Canmore Villa - 1,�71,175 - �90,715 819,��� 2,681,2��
      
 75,431,000 396,175 248,165 390,715 3,208,179 79,674,234

During the year the investment properties were appraised by an independent valuer at $79,67�,2�� (2006 - $75,��1,000). The increase 
of this current valuation over the previous valuation amounting to $�,598,89� (2006 – $2,5�0,�56) 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 12.

The Alanridge Canmore Villa was transferred from real estate available for re-sale to investment property as the Directors decided not to 
sell the property for a few more years and to hold it for capital appreciation. This reclassification has resulted in the Fund recognising fair 
value gains of $1.2 million.

The Lower Estate Land was transferred to real estate available for re-sale as the Directors made a decision in the third quarter to sell the 
property. The sale was completed subsequent to year end. 
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7. REAL ESTATE AVAILABLE FOR RE-SALE 

The detailed portfolio of real estate available for re-sale is as follows:
 
 Cost Transfers Additions Disposals Cost
 Bfwd.    Cfwd. 
 $ $ $ $ $

Developed properties:     
Villas on the Beach-Unit �05 2,�5�,798 - - (2,�5�,798) -
Alanridge Canmore Villa 1,�51,0�8 (1,�71,175) 20,127 - -
     
Land and properties under development:
Villas on the Green 11,186,577 - 8,�15,��1 - 19,501,908
Rockley �,�6�,201 - 2,958,502 (�,889,856) �,5�1,8�7
Lion Castle 2,��0,000 - ��,750 - 2,�6�,750
Limegrove Development 1,76�,119 (1,76�,119)  - -
Tobago Plantations Villa 1,�00,197 - 5�1,�57 - 1,9�1,65�
Lower Estate Land - 1,075,000 - - 1,075,000

Deposits:     
Apes Hill land 120,500 - - - 120,500
Waterhall  Polo Villa - - ��8,000 - ��8,000
Limegrove Hillside Villa - 1,76�,119 - - 1,76�,119
     
 25,169,440 (396,175) 12,198,167 (6,244,654) 30,726,778

8. 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 6). 

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 6).

The Fund owned 100% interest in VOTB �05 Ltd, a company incorporated in Barbados. During the year the company was sold.

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 7).

9.    ASSOCIATED UNDERTAKINGS

The Fund disposed of its 20% interest in Linx Trading Limited, incorporated in the Cayman Islands, and the proceeds are now being 
held as a deposit for the purchase of a Limegrove Hillside Villa; this has been included in real estate available for re-sale (note 7).

The Fund has a 50% interest in the shares of Rockley Development Limited. The company was formed to facilitate the renovations of 
buildings in Rockley (note 10).
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10. 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 2�% 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, 1�.5 acres of undeveloped land at Lower Estate and the Cave 
Shepherd building at 10-1� Broad Street.  These properties have been included in investment properties at fair value (see note 6).  All 
the assets and liabilities of The CS&C Joint Venture have also been proportionately consolidated.

11.  DIVIDENDS PAYABLE

The directors proposed dividends in respect of 2007 amounting to $�,��9,026 (2006-$�,069,9�1). These dividends were paid on 
October �1, 2007.

12.    LOANS PAYABLE
  
   2007 2006
   $ $
 
 RBTT Merchant Bank Limited:   
  BET Building Joint Venture 9,233,886 11,�65,200
      CS&C Joint Venture 8,292,626 8,6��,510
 FirstCaribbean International Bank:   
  Fortress (St. Lucia) Limited 7,140,348 991,8�6
 Fortress Mutual Fund Limited 921,577 -
 Fortress High Interest Fund Limited - 1,000,000

   25,588,437 22,001,556

The current portion due of the loans payable amounts to $6,���,�80 (2006- $�,597,711).

The RBTT Merchant Bank loan related to the BET Building Joint Venture 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 seventeen (17) quarterly 
installments of $5�5,000.

The RBTT Merchant Bank loan related to the CS&C joint venture is a fixed rate non callable mortgage bond secured by a first charge 
stamped to cover $��.5 million on Carter’s properties at Wildey, Barbarees Hill, High Street, 1�.5 acres of undeveloped land at Lower Estate 
and the Cave Shepherd building at 10-1� Broad Street. At year end the effective interest rate on the loan was 7.19%(2006-7.19%.)

The FirstCaribbean International Bank loan related to Fortress (St. Lucia) Limited 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 6.6 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 the earlier of three years 
or from 80% of the net sales proceeds of each town house. Total undisbursed funds amounted to $1.7 million (2006-$ 7.8 million) at the 
end of September �0, 2007. Interest is payable quarterley into US � month LIBOR plus 2.75%. At year end the interest rate on the loan 
was 8.26% (2006 - 8.11% ).

The term loan due to Fortress Mutual Fund Limited bears interest at a rate of 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.� million. The loan is repayable from net sales 
proceeds on sale of homes or by guarantee from the Fund in 5 years. Interest is payable quarterly at US � month LIBOR plus 2.75%. 

The short term loan due to Fortress High Interest Fund carried interest at a rate of 8% per annum and was repaid during the year.
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13.  NET RENTAL INCOME

Rental income is shown net of direct property expenses of $1,1�0,8�5 (2006- $1,07�,222) incurred in managing the properties.

14.  NET GAIN ON SALE OF PROPERTY

The net gain on the sale of property includes the gain on the sale of Rockley of $975,�78 and the loss on the sale of Villas on the Beach 
of $1�9,761.

Gain on sale of Rockley is shown net of $�,798,�81 (2006-nil) of direct property expenses being land cost, selling costs and other direct 
costs.

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 $ 585,2�2 (2006- $556,525) were paid to Fortress Fund Managers Limited and 
investment advisor fees amounting to $585,2�2 (2006- $556,525) were paid to Alleyne, Aguilar & Altman Ltd. (see note 2N).

The Fund holds 5,895,7�� (2006-$6,655,96�) shares in the Fortress Caribbean High Interest Fund. Unrealised gains on the total 
shareholding amounted to $25�,9�1 (2006-$208,822). Management fees of $�8,�01 (2006-$�2,�69) 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 $1,617,687 (2006- $1,535,698) earned from an affiliated company.

An amount of $11,027 (2006- $15�,6�1) is also due to Altman Real Estate and its subsidiary Property Consultancy Services Inc at year 
end in respect of property management and investment advisory fees. The  property management fees of $101,�95 (2006- $101,�95) 
were recognised in the income statement during the year.

During the year, commissions of $77,670 (2006- $27,911) charged on property rentals and sales were paid to Altman Real Estate.

Included in real estate available for re-sale is $ 215,000 (2006-$17�,100) with respect to construction project management fees paid to 
Property Consultancy Services and its subsidiary PCS Caribbean Inc. Of this amount nil (2006- $11�,000) is payable at year end.

Directors fees of $15,000 (2006- $1�,000) were paid during the year. Included in professional fees is $�0,000 (2006-$20,000) paid to 
certain non-executive directors for service on the various sub committees. 
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15.   RELATED PARTY TRANSACTIONS (continued)

Directors’ interest (including beneficial interests) in class “A” common property fund shares are as follows:
 
  2007 2006

Geoffrey Cave   
Number of shares held at September �0 20,000 20,000

Paul Altman   
Number of shares held at September �0 659,920 659,920 

Anthony Audain    
Number of shares held at September �0 26,000 26,000

Dr. Trevor Carmichael   
Number of shares held at September �0 26,333 26,���

Maureen Davis   
Number of shares held at September �0 43,676 ��,676 

Terry Hanton   
Number of shares held at September �0 7,200 7,200

John Williams   
Number of shares held at September �0 17,000 17,000

16. SHARE CAPITAL

  Number of  2007 Number of 2006

  shares  $ shares $

(a) Class “B” shares    

 Authorised    

 A maximum of 10 Class “B” shares    

 Issued and outstanding 10 10 10 10

    

(b) Class “A” common property

 fund shares    

 Authorised    

 An unlimited number of Class “A”

 shares of no par value                 

 Issued and outstanding 55,817,101 66,718,490 55,817,101 66,718,�90

Total share capital 55,817,111 66,718,500 55,817,111 66,718,500
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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 broad 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” common property fund 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 Trinidad 

and Tobago Stock Exchange.

Class “A” share rights issue

During the prior year the Fund issued 22,�26,8�0 Class “A” Common Property Fund Shares on October �1, 2005, in the form of a rights 

issue.  The shares were offered for sale, at a Rights Issue price of $1.�0 per share, two (2) new Class “A” shares for every three (�) Class 

“A” shares held at close of business on September �0, 2005 for the purpose of raising $�0.8 million, net of expenses.

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:

 2007 2006
 $ $

Net profit attributable to shareholders 7,304,791 5,185,512

Weighted average number of Class “A” shares in issue 55,817,101 5�,026,2�7

Basic  and diluted earnings per share 0.13 0.10

There are no ‘unpurchased’ shares to be added to the Class “A” shares outstanding for the purpose of computing a diluted earning per 
share.  
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17.  EARNINGS PER SHARE AND NET ASSET VALUE (continued)

Net asset value per share 

  2007 2006
  $ $

Net asset value 79,851,659 75,895,89�

Net asset value per Class “A” shares 1.43 1.�6

18. COMMITMENTS

  2007 2006
  $ $

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 73,280 68,�8�

Later than 1 year and not later than 5 years 293,118  27�,9��

Later than 5 years 293,118 ��2,�18

Operating lease commitments - where the Fund is the lessor

The future minimum lease payments receivable under operating leases are as follows:

Not later than 1 year 7,639,025        7,118,087

 Later than 1 year and not later than 5 years 27,846,265      26,279,71�

Later than 5 years 35,185,249      �0,�5�,��6 

19. CAPITAL COMMITMENTS

The company has committed to $2.8 million (2006-$10.1 million) in respect of development and purchase of its real estate available for 
re-sale, contracted for at balance sheet date but not yet incurred. 

20.  COMPARATIVE FIGURES

Certain of the comparative figures have been adjusted to conform with the current year disclosures.

21. SUBSEQUENT EVENTS

Subsequent to year end the Fund entered into an agreement to sell the Lower Estate Land for $1.�5 million.
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