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Independent Auditors’ Report to the Shareholders of
Petroleum Company of Trinidad and Tobago Limited

We have audited the accompanying consolidated financial statements of Petralewm Company of Trinidad and
Tobago Limited and its subsidiaries (the Group), which comprise the consolidated statement of financial
position as at September 30, 2014, the consolidated statements of profit or loss and other comprehensive
income, changes in equity and cash flows fur the year then ended, and notes, comprising a summary of
signilican! sccounting pelicies and other explanatory information.

Management's Responsibilivy for the Fingucial Statements
! (v

Management is responsible for the preparation and fair presentation of these consolidated tinancial stalements
in accordance with International Financial Reporting Standards and for such internal control as management
determines is necessary o enable the preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error,

Auditors’ Responsibility

Chr respoensibility is to express an opinion on the consolidated financial statements based on our audit, We
conducted our audit n accordance with International Slandards on Auditing.  Thase standards require that we
comyply with elthical requirements and plan and perform the audit w obtain reasonable assurance about whether
the consolidated financial statements are free from material misstatement.

An audit invelves perfonning procedures o abtain audit evidence aboul the amounts and disclosures in the
linancial statements. The procedures selected depend on our judgment, including the assessment of the risks
of material misstatement of the financial statements, whether due to fraud or error.  In making those risk
assessments, we consider intermul controls relevant to the entity’s preparation and fair presentation of the
consolidated financial statements in order w design audit procedures that are appropriate in the circumstances,
but not for the purpese of expressing an opinton on the effectiveness of the entity's inlemal controls. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimales made by management, as well as evaluating the overall presentation of the consalidated Rnancial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriale (o provide a basis for our
audil opinion.
Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated
financial position of the Group as at September 30, 2014, and its consolidated financial performance and cash
{Tows [or the year then ended in accordance with International Financial Reporting Standards.

KPmi
Cm;:ﬂumams

April 27, 2015
Port of Spain
Trinidad and Tobago

N Talksre
L& by




Petroleum Company of Trinidad and Tobago Limited

Consolidated Statement of Finaneial Position
(Presented in Thousands of Trinidad and Tobago Dollars)

ARSETS:

MNon-current assets

Property, plant and eguipment
Intangible assets and goodwill
Estirement benefit asset - pension benelits
Availahle-for-sale financial instruments
Tvestment in joinl venlurs

Met deferred income Lax assels

Income taxes recoverable

Cash in escrow — sharehalder

Loans receivable

Current assets

[ventories

Loans receivahle

Beceivables and prepayments
Cash and cash equivalents

Total assels

EQUITY AND LIABILITIES:

Capital and reserves attributable to equity
holders of the Company

Share capital

Retained sarmings

Currency lranslation differences

Mon-controlling interests

Total equity

Liabilities

Mon-current liabilities

Bormowings

fetirement benedil obligation — medical benefits
Pravisions

Current liabilitics

Trade and other payables

Current tax liabilities

Current portion of long-term borrowings
Short-term loans

Provisions

Total liahilities

Total equity and liabilities

The notes on pages 6 to 79 are an inlegral parl of these consolidated financial statements.

Dhrector
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As at September 30

2014 2013 2012
$ 19,989,157 § 19,777,401 18,257471
7,642,042 6,262,322 7.962.265
444,500 476,000 226,300
32,725 6,230 b, 185
1 1 1
3,391,901 1,866,668 08,683
530,683 530.683 530,683
109,858 84,839 71,949
=t 677 1.509
32,140,867 29.004.827 28,155,046
4,103,231 4,392,333 5,013,508
1,252 |&77
7,341,872 10,370,626 10,722,757
1.808.300 2,296,031 1,879,549
13,253,403 17.060,242 17,617,691
5 45394270 5 46065060 5§ 45,772,737
2,272,274 2,272,274 2,272,274
0,778,451 10,031,042 9,922,922
137,875 240.204 240,388
12,188,600 12,543,520 12,435,584
(54.228) (47,872) {46.625)
12,134,372 12495648 12,388,959
8,114,376 8,380,512 8,967,103
2,871,500 2,604,500 2,378,900
7.149.824 5.685.073 6.754,033
18,135,700 16,870,085 18,100,038
3.935.390 4,798,238 4,506,459
5,156,100 7.449,362 6,612,755
454 470 458,016 437,440
5,565.006 3,979,968 3.688.914
13.223 = 13.752 18,172
15.124,198 16.699,336 15,283,740
33.259.898 33.569.421 33,383,778

of Directors of Petrolenm Company of Trinidad and Tobage Limited suthorised these consolidated

Dyirector
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Petroleum Company of Trinidad and Tobago Limited

Consolidated Statement of Profit or Loss and Other Comprehensive Income

(Presented in Thousands of Trinidad and Tebago Dollars)

Year ended September 30

Note 2014 2013 2012
Revenue 25 5 29,250,644 5 31,911,405 § 37,639,525
Cost of sales 27 (27397.947)  (29.933,141) (33,785.492)
Gross profit 1,852,697 1,978,204 3,554,033
Administrative expenses 27 (1,253,386) (1,234,208) (1,152,102}
Marketing expenses 27 (223,854) {54,339) {118,147)
Other operating expenses 27 (1,806) (20,854) {24,363)
ITmpairment write-haclk/{losses) 28 9488 {4,579) (8,560}
Other operating income 26 36,542 303,444 315,051
Operating protit 689,681 967,728 2,865,912
Finance income 30 3228 2410 1,783
Finance costs 30 (999,193} (1.078,950) (997 .656)
Met finance cosls 30 (995965) (1.076,540) {995,873)
Share of profit of equity accounted investees,
net of tax 11 26,407 -- i
{Loss)/Profit before tax (279.877) (108.812) L870,039
Income tax benefit/(expense) 3 78,537 124,517 (946,359
(Loss)/Profit for the vear § 201340y % 15705 5 923680
Other comprehensive income:
Items that will never be reclassitied to profit or loss:
Currency translation differences {101,866) (188 £,238
Actuarial gains/{losses) on retirement benefit
asset — pension benelits 10 44,900 331,000 (648,800)
Actuarial (losses)/gains on relirement henefit
obligation — medical benefits 10 {160,700 {134,200) {441,400)
Income tax benefit/{expense) on other
comprehensive income 31 57,900 (105.628) 582,094
[159.766) 00,984 {501,868)
Ttems that will be reclassified to profit or loss:
Available-Tor-salc [nancial assets — net change
in fair value (1710 -- -
SRR c = 22
Other comprehensive (loss) income, net of
tax 158,936 N 00984 01,868
Total comprehensive (loss)income F (301.276) §  106.689 $ 421,812
{Loss)/Profil aliributable to:
Equity holders of the Company {194,521} 16,948 918,738
Non-controlling interesls (6819 (1,243 4,942
S (201340 & 15,703 § 023,680
Tolal comprehensive income attributable to:
Equity holders of the Company (354,453) 107,936 416,636
Mon-controlling interests (6,823) (1.247) 5176
5 (361,276) § 106,689 $ 421,812

The notes on pages 6 to 79 are an integral parl of these consolidated financial statements,
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Petroleum Company of Trinidad and Tobago Limited

2014 September 30

Consolidated Statement of Changes in Equity
(Presented in Thousands of Trinidad and Tobago Dollars)

Balance at 2013 September 30

Profit for the vear

Other comprehensive income:

Currecney translation differences

Actuarial gains on defined benetit asset

Actuarial losses on defined benefit obligation

Change in fair value of available-for-sale
financial instrument

Income tax henefit on other comprehensive
income

Total other comprehensive income
Total comprehensive income for the period
Balance at 2014 September 30

Balanece at 2012 Seplember 30

Profit for the year

Other comprehensive income:
Currency translation differences
Actuarial gains on defined benefit asset

Actuarial losses on defined benefit obligation
Income tax expense on other comprehensive
income

Total other comprehensive income
Total comprehensive income for the period

Balance at 2013 September 30

Balance al 2011 September 30

Profit for the yvear

Other eomprehensive income:
Currency wranslation dilferences
Actuarial lozgses on defined henefit asset

Actnarial losses on defined benefit obligation
Income tax benefit on other comprehensive
ingome

Total other comprehensive income
Total comprehensive income for the period

Balance at 2012 September 30

Adtributable to equity holders of the Company Mon- Totul
controlling equity
interests
Share Currency Ketnined Tatal
capital translation carnings
dilferences
5 8 5 % 5 ]
2272274 240,204 10,031,042 12,543,520 47872y 124956438
- -- (194,5321) {194,521) (£.819) (201,340)
- (102,329) - (102,329 463 (101,566)
- -- 44,900 44,900 -- 44,900
- -- (160,700) {160,700 -- (160,700)
. £ (170) (1700 -- (170}
-- -- 57,900 37,500 -- 57,900
- (102,329) {58,070) {103y 463 (139.936)
- (102339} {252,591} (354,920) {6,336) ([3061,276)
2,272,274 137,875 9,778,451 12,188,600 {54,228) 12,134,372
2272274 240 388 0922033 12,435,584 (46,625 12,388,939
-- - 16,945 16,948 (1,243) 15,703
-- {154) - (184} {4) {18%)
-- -- 331,000 331,000 -- 331,000
-- -- (134,200) (134,200 -- {134,200)
- -- (103,628) (1005,628) -- {103,628)
-- (184) 91,172 00,288 (4} 090,954
-- (184) 108,120 107,936 (1,247} 106,689
2,272,274 240,204 10,031,042 12,543,520 (47.872) 12,495,648
2272274 234 384 9512290 12,018,948 (51,8010 11967147
= v 018,738 918,738 4,942 923,680
-= 6,004 - 6,004 234 6,238
-- -- (648,800) {648, 800) - {648,800)
- -- (441,400 {441,400 -- (441,400
- -- 582,004 552094 -- 582,004
- 6,004 (308,106) {502,102} 234 (501,868)
- - 6,004 410,632 416,636 5,176 421,812
2,272.274 240,388 0,922,922 12,435,584 (46,625) 12,388,959

The notes on pages 6 to 79 are an integral part of these consolidated financial statements.
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Petroleum Company of Trinidad and Tobago Limited

2014 September 30

Consolidated Statement of Cash Flows

(Presented in Thousands of Trinidad and Tobago dollars)

Cash flows from operating activities:
Cash generated from operations

Tax paid

Net cash from operating activities

Cash flows from investing activities:

Purchases of property, planl and cquipment and
intangible assets

FProceeds from sale of property, plant and equipment
and intangible assets

Amounts deposited to sharsholder escrow account
Recovery of amounts previously held in escrow
Investments available-tor-sale

Fecovery on loans to related parties
Disbursements of loans to related parties

Interest received

Net cash used in investing activities

Cash flows from financing activities:

Proceeds from short-term loans

Fepaviments of short-term loans
Fepaymenls of long-term bomowings

Interest paid

Met cash from/{nsed in) financing activities

Currency translation differences relating to cash
and cash equivalents

(Decrease)Inerease in cash and cash equivalents

Cash and cash equivalents at start of year

Cash and cash equivalents at end of year

Year ended September 30

The noles on pages 6 lo 79 are an integral part of these consolidated [nancial statements,

Note 2014 23 2012
33 S 6244398 § 6028880 § 2,7487348
(5.326.537)  (2,709.688) (63,675)
917,861 3319192 2.723.673
{1,702,187) (1,787,791}  (2,102,781)
36 208 34 290
i (59,703) i
2 S 116,112
14,129 124 (142)
2,013 1,877 2,500
(5,068) (5,173) (9,375)
3,105 2,396 2.048
(1.687.800)  (1,848.236) _ (1.991.348)
12,145,804 9,520,265 10,139,288
(10,527,866)  (9,226,854)  (9,880,396)
(391,281) (391,281) (714,549)
(9256110 (961.891) (1.040,621}
301,046 (1.059,761) _ (1.496,278)
(18.838) 5,287 5.031
(487,731) 416,482 (758,922)
_ 2.296.031 1,879,549 2,638,471
19 8 1808300 $ 2,296,031 S 1,879,549
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Petroleum Company of Trinidad and Tobago Limited
2014 September 30

Notes to the Consolidated Financial Statements

(Presented in Thousands of Trinidad and Tobago Dollars)

1 Reporting entity

Petroleum Company of Trinidad and Tobago Limited (PETROTRIN) is incorporated in the Republic of
Irinidad and Tobago. The Group is primarily cngaged in integrated petroleum operations which
include the exploration for, development and production of hydrocarbons and the manufacturing and
marketing of petroleum products. The sole shareholder is the Government of the Republic of Trinidad
and Tobago (GORTT). The registered office is the Administration Building, Painte-a-Pierre, Trinidad
and Tobago, Wesl Indies.

The consolidated financial statements of the Group as at and for the vear ended 2014 Seplember 30
comprise PETROTRIN and its subsidiaries (together referred 1o as the ‘Group’) and the Group’s
interest in jointly controlled entities.

The following subsidiaries have been consolidated:

Country of Proportion of Issued
Name of Company Incorporation Equity Capital held
Trintomar Trinidad and Tobago B0

Trinidad and Tobago Marine Petroleum Company Limited (Trintomar) is principally engaged in
developing and producing natural gas from the Pelican Tield which originally formed part of the South
East Ceast Consortium area.

Trinmar Trinidad and 'Tobago 100%

Trinmar Limited operated certain concessions in accordance with a Marine Operating Agreement daled
Angust 1, 1960, This company is now donmnant.

TNA United Kingdom 100 %%

Trinidad Northern Areas Limited (TNA) was formed for the specific purpose of holding certain licenses.
These licenses assign certain rights to explore for, drill, develop, produce and take oil, natural gas and
other hydrocarbons rom certain geological areas within the jurisdiction of Trinidad and Tobagn.
PEAPSL Trinidad and Tobago 100 %

Petrotrin EAF Services Limited (PEAPSL) provides counselling services for employees and third
parties.

a
Page



Petroleum Company of Trinidad and Tobago Limited
2014 September 30

Notes to the Consolidated Financial Statements (continued)
(Presented in Thousands of Trinidad and Tobago dollars)

2

Basis of preparation

()

(b)

(d)

Statement of compliance

These consolidated financial statements have been prepared in accordance with International
Financial Reporting Standards (TFRS) as issued by the International Accounting Standards Board
and elTeetive lor the vear ended 2014 September 30,

The accounting policies that follow have been consistently applied to all vears presented. Where
retrospective restalements were required as a result of the implementation of new accounting
standards or changes to existing accounting standards, these have been applied to all comparative
years presented.

Basis of measurement

The financial statements have been prepared on the historical cost basis, except for the delined
benelil assel which is recognised at the net total of the plan asscls, less the present value of the
defined benefit abligation and the eflect of the asset ceiling test.

Foreign currency translation

¢ Functional and presentation currency

Ttems included in the financial statements are measured using the currency of the primary
economic environment in which the Group operates (“the functional currency™). The United
Slates dollar is the Group’s functional eurrency. The [inancial statements are presented in
Trinidad and Tobago dollars, rounded to the nearest thousand, which is the Group’s
presentation currency.  This is becausc ils main stakeholders are the Government of the
Republic of Trinidad and Tobago, the Ministry of Tinance and its employees,

¢ Transactions and balances

Foreign currency transactions are translated into the funclional currency using the exchange
rates prevailing at the dales of the transactions. Foreign exchange gains and losses resulting
from the settlement of such transactions and from the translation at year-end of monetary asscls
and liabilities denominated in foreign currencies are recognised in profit or loss.

* Translation to presentation currency

The financial position and results of the Group are translated into the presentation currency as
follows:

- assets and liabilities for cach statement of financial position presented are translated at
the closing rate at the date of thal statement of financial pasition;

- income and expenses for the statement of comprehensive income are translated at average
exchange rates (unless this average is not a reasonable approximation of the cumulative
effect of the rates prevailing on the iransaction dates, in which case income and expenses
are translated at the rate on the dates of the transactions); and

- all resulting exchange dilferences are recognised as a separate component of equity.

Use of estimates and judgements

The preparation of these financial statements in conformity with IFRS requires management to
make judgements, estimates and assumptions that afleet the application of accounting policies
and the reported amounts of assets and liabilities, income and expenses.  Actual results may
differ from these estimates, The areas involving a higher degree of judgment or complexity, or
arcas where assumptions and estimates are significant Lo the financial statements, are disclosed
in Note 5.

Page 7



Petroleum Company of Trinidad and Tobago Limited
2014 September 30

Notes to the Consolidated Financial Statements (continued)
(Presented in Thounsands of Trinidad and Tobago dollars)

Summary of significant accounting policies

The sigmificant accounting policies adopted in the preparation of these financial statements have been
applied consisienily Lo all periods in the financial statements and are set out below., Cerlain
comparative amounts have heen reclassilicd lo confonn to the current year’s presentation.

Accounting standards and interpretations

(a) New standards, amendments and interpretation adopted

1AS 19 — Employee Benelits (amended 2011) {effective 2013 January 01) was early adopted in
the vear ended 2013 September 30,

Several standards and interprelations effective 2013 January 01, were adopted in the current year
but had no significant impact on the financial statcments. Most of these new standards required
enhanced disclosures,

L ]

IFRS 10 - Consolidated Financial Statements (effective 2013 January 01). This standard
replaces the portion of TAS 27, Consolidated and Separate Financial Stalements, that addresses
the accounting for consolidated financial statements. It also addresses issues covered in SIC-
12 Consolidation — Special Purpose. This includes a new definition for control, which is used
to determine which entities are consolidated, and describes consolidated procedures, The
adoplion of this standard had no impact on the Company’s reporled income or net assets, (sec
Mote 3.2},

IFRS 11 - Joint Arrangements (effective 2013 January 01). This describes the accounting for
joint arrangements with joint control; proporlionate consolidation is not permitted lor joint
ventures (as newly defined). (see Note 3.2(h)).

IFRS 12 - Disclosures of interests in Other Entities (elfTective 2013 January 01). This includes
all of the disclosure requirements of subsidiaries, joint ventures, associates and “structured

entities”, The disclosures required by this standard are included in this report.

IFRS 13 - Fair value measurement (effective 2013 January 01) provides guidance on how to
measure fair value but does not change when fair value is required or permitted under IFRS.

Page &



Petroleum Company of Trinidad and Tobago Limited
2014 September 30

Notes to the Consolidated Financial Statements (continued)
(Presented in Thousands of Trinidad and Toebago dollars)

3 Summary of significant accounting policies (continued)

3.1 Accounting standards and interpretations

(b) New standards, amendments and interpretations issued but not yet effective

A mumber of new standards, amendments to standards and interpretations are effective for
annual periods beginning on or after 2014 January 01, and have not been applied in
preparing these financial statements. Those which are relevant to Company operations are
examined below. The Company intends to adopt these when they become effective.

IFRS 9 — Financial instraments (2010 and 2009), effective 2018 January 01 replaces the existing
guidance in TAS 39 - Financial instruments: recognition and measurement, It includes revised
guidance on the classification and measurement of financial instruments, including a new
expected credit loss model for caleulating inpairment on financial assets, and the new general
hedge accounting requirements. Il also camries forward the guidance on recognition and
derecognition of financial instruments from LAS 39, The Group is still assessing and quantifying
the impact.

IFRIC 21 — Levies, effective 20404 January 04, clarifies that an entity recognise a liability for a
levy when the aclivity that triggers payment, as identitied by the relevant legislation occurs, Tor
a levy thal is triggered upon reaching a minimum threshold, the interpretation clarifies that no
liability should be anticipated before the specificd minimum threshold is reached. The adoplion
of IFRIC 21 may have an impact on the Company’s accounting for production and similar taxes,
which do not meel the definition of an income tax under TAS 12, The Company is still assessing
and quantilving the impact.

32 Basis of consolidation

In these consolidated financial statements, subsidiary undertakings — which are those companies in
which the Group, directly or indirectly, has an intercst of more than half the voting rights or otherwise
has power to exercise conirol over the operations — have been fully consolidaled. The investments in
jointly controlled entities are accounted for using the equity method, and are recognised initially at cost.

(w)

Subsidiaries

Subsidiaries are all entities (including special purpose cntilies) over which the Group has the
power to govern the financial and operating policies generally accompanying a shareholding of
more than one half of the voting rights. The existence and effect of potential voting rights that
ar¢ currently exercisable or convertible are considered when assessing whether the Group
controls another entity, Subsidiarics are fully consolidated from the date on which control is
transferred to the Group. They are de-consolidated from the date that control ceases.

Page 9



Petroleum Company of Trinidad and Tobago Limited
2014 September 30

Motes to the Consolidated Financial Statements (continued)
(Presented in Thousands of Trinidad and Tobago dollars)

3 Summary of significant accounting policies (continued)

3.2 Basis of consolidation {continued)

(a)

Subsidiarics (continued)

The purchase method of accounting is used lo account for the acquisition of subsidiaries by the
Group.  The cost of an acquisition is measured as the [air value of the assets given, cquily
instruments issued or liabilities incurred or assumed at the date of exchange, plus costs directly
aliributable 1o the acquisition.  Identifiable assets acquired and liabilities and contingent
liabilities assumed in a business combination are measured initially al their fair values at the
acquisition date, irrespective of the extent of any non-controlling interest,

T'he excess of the cost of acquisition over the fair value of the Group’s share of the identifiable
net assels acquired is recorded as goodwill, Tt the cost of acquisition is less than the fair value
of the net assets of the subsidiary acquired, the difference is recognised directly in profit or loss.
(Sece Note 3.4 (a) for the accounting policy on goodwill)

Inter-company transactions, balances and unrealised gains on transactions between Group
companies are climinated, Inter-company unrealised losses are also eliminated but considered
an impairment indicator of the asscl transferred.  Accounting policies of subsidiaries have been
conformed where necessary to ensure consistency to the policies adopted by the Group.

(b) Joint arrangements

A joint arrangement is one in which two or more parties have joint control. Joinl control is the
contractually agreed sharing of control of an arrangement, which exists only when decisions
about the relevant activities required unanimous consent of the parties sharing contral.

A joint venture is an arrangemenl whereby the parties that have joint control of the arrangement
have rights to the net assets of the arrangement. The results, assets and liabilities of & joint
venture are incorporated in these financial statements using the equily method of accounting.
Under this method, the investment is carried in the statement of financial position at cost less any
impairment in the valuc ol the investment. The Company assesscs at each balance sheet dalc
whether the investment is impaired, and if there is objective evidence thal such loss has been
incurred, the carrying amount of the investment is compared with its recoverable amount being
the higher of its fair value less cosls to sell and value-in-use, Where the carrying amount
exceeds the recoverable amount, the investment is written down to its recoverable amount.
Goodwill relaling 1o the joint venture is included in the carrying amount of the investment and is
not individually tested for impairmenl.

The Consolidated statement of profit or loss and other comprehensive income reflects the
Company’s share of the results of operations of the joint venture. Unrealised gains and losses
resulling [rom transaclions belween the Group and joint venture are eliminated to the extent of
the interest in the joint venture,

The aggregate of the Group’s share of profit or loss of the joint venture is shown on the face of
the statement of profit or loss and other comprehensive income as part of operating profit and
represents profil or loss after tax and non-controlling interest in the subsidiaries of the joint
venture,

Joint operations are joinl arrangements whereby the parties that have joint control of the
arrangement have rights to the assels, and obligations for the liabilities, relating to the
arrangement,

Page |0



Petroleum Company of Trinidad and Tobago Limited
2014 September 30

Notes to the Consolidated Financial Statements (continued)
(Presented in Thousands of Trinidad and Tobago dollars)

3. Summary of significant accounting policics (continued)

3.2 Basis of consolidation {(continned)

(1) Joint arrangements (continued)

(c)

Petrotrin will from time lo lime acquire interest in joint operations to diversify both its
Exploration and Production and Refining and Markeling operations.  These acquisitions
represent the spreading of risk, taking advantage of private parly cxperience, access to improved
technology and capital resources, the opporlunily to grow our reserves and assets and accoss 1o
[cedstock and/or product markets. In other instances, as the State-owned oil company, there may
be an obligatory State participalion or the acquisition may be as a resull of regulatory
requirements, for example where reservoirs straddle boundaries.

The Company’s interest in joint operations is accounted for on a line-by-line basis in the
financial statements; its share of the assets, liabilities, income and expenses incurred jointly with
other pariners, along with any liabilities and expenses incurred in relation to the joint
arrangement. The Company recognises the portion of gains or losses on the sale of asscts by the
Company to the joint operation that is attributable to the other ventures. The Company does not
recognise its share of profits or losses [rom the joint operation that result from the Company’s
purchase of assets from it until it resells the assets 1o an independent party. However, a loss on
the transaction is recognised immediately if the loss provides evidence of a reduction in the net
realisable value of current assets or an impairment loss,

Associates

An associate is an entity over which the Company has significant influence, but which is not a

subsidiary or a joint arrangement. Significant influence is determined through one or more of the

following ways:

(i} represenlalion on Board of Directors;

(ii) participation in policy-making processes, including participation in decisions about
dividends and other distributions;

{iii} material transactions belween the Company and investee;

(iv} interchange of managerial personnel; and

(v} provision of essendial lechnical information.

The Group share of associale investments are accounted for using the equity method described
above.
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Petroleum Company of Trinidad and Tobago Limited
2014 September 30

Notes to the Consolidated Financial Statements (continued)
(Presented in Thousands of Trinidad and Tobago dollars)

3 Summary of significant accounting policies (continued)
3.2 Basis of consolidation (continucd)

{d) Non-controlling interests

The Group applies a policy of treating transactions with non-controlling interests as transactions
with parties external to the Group, Disposals to non-controlling interests result in gains and losses
for the Group that are recorded in profit or loss. Purchases of non-controlling interests result in
goodwill, being the difference between any consideration paid and the relevant share acquired at
the carrying value of net asscis of the subsidiary.

33 Property, plant and equipment and certain intangible assets
(a} Oil and gas assets

(il and gas properties are aggregated exploration and evaluation (F&T) tangible asscls associated
with finding commercial reserves and development and production expenditures related (o
developing the commercial reserves discovered and bringing them inlo production, together with
E&E expenditures transferred [rom intangible E&E assets.

The cost of development and production assets also includes the cost of acquisitions and
purchases of such assets, directly atiributable overheads, finance costs capitalised, and the cost of
recognising provisions for future restoration and decommissioning.

Exploration and evaluation assets — Capitalisation

Oil and natural gas exploration and evaluation expendilurcs are accounted for using the
successtul efforts method of accounting., Under this method, costs are aceumulated on a [eld-by-
field basis and capitalised upon discovery of commercially viable mineral reserves. If the
commercial viability is not achieved or achievable, such costs are charged (o expense.

Capitalisation is made wilhin property, plant and equipment or intangible assels according to the
nalure of the expenditure.

Costs incurred in the exploration and evaluation of assets include:

License and property acquisition costs - Exploration and property leasehold acquisition costs are
capitalised within intangible assets until determination of commercially viable mineral rescrves.
If commereial viabilily is not obtained these costs are written ofl.

Exploration and evaluation expenditwre - Capitalisalion is made within property, plant and
equipment or intangible assels according to its nature, However, the majority of such expenditure
is capitalised as an intangible asset — including - Geological and geophysical costs, Costs directly
associated with an exploration well are capitalised until the determination of commercial reserves
is evaluated. If commercial reserves are found the costs continue 1o be carried as an asset. I
commercial reserves are not found, exploration and evaluation expenditures are written off as a
dry hole.

Onece commercial reserves are found, exploration and evalualion assets are tested for impairment
and transferred to development tangible and intangible assets as applicable. No depreciation
and/or amortisation are charged during the exploration and evaluation phase.
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Notes to the Consolidated Financial Statements (continued)
(Presented in Thousands of Trinidad and Tobago dollars)

3
3.3

Summary of significant accounting policies (continued)
Froperty, plant and equipment and certain intangible asscts (continned)

(a) Oil and gas assets (continued)

Exploration and evaluation assets - Impairment

Exploration and evaluation assets are tested for impairment when reclassified to development
tangible and intangible asscls as applicable or whenever facts and circumstances indicate
impairment. An impairment loss is recogniscd [or the amount by which the exploration and
evaluation assels’ caying amount exceed their recoverable amount, The recoverable amount is
the higher of the exploration and evaluations asscls’ [air value less costs to sell and their value-in-
use. For the purposes of assessing impairment, the exploration and cvaluation assets subject to
testing are grouped with existing cash generating units (CGUs) of related production [elds
located in the same geographical region. The geographical region is the same as that used for
FESEIVES FCpOrling purposes.

The following indicators are evaluated to determine whether these asscts should be tested for
impairment:

*  the period for which the Group has the right to explore in the specific area;

*  whether substantive expenditure on further exploration and evaluation in the specilic area
is budgeted or planned;

* whether exploration and evaluation in the specific area have not led 1o the discovery of
commercially viable guantities and the Group has decided to discontinue such activitics
in the specific area;

» sufficient data exist to indicale thal, although a development in the specific arca is likely
to proceed, the carrying amount of the exploration and evaluation asset is unlikely to be
recovered in full from suceessful development or by sale,

Development tangible and intangible assets- Capitalisation
Acquisitions, asset purchases and disposals

Acquisitions of oil and gas properties are accounted for under the purchase method, (See Note 3.2
for accounting policy).

Transactions involving the purchases ol an individual field interest, or a group of field inlerests,
are lreated as asset purchases, irrespective of whether the specific transactions invelve the transfer
of the field interests dircetly, or the transfer of an incorporated entity, Accordingly, the
consideration is allocated to the assets and liabilitics purchased on a relative fair value basis,

Proceeds on disposal are applied to the carrying amount of the specific intangible asscl or
development and production assets disposed. Any excess is recorded as a gain on disposal, and
any shortfall between the proceeds and the carrying amount is recorded as a loss on disposal, in
profit or loss.

Expenditure on the construction, installation or completion of infrastructure facilities such as
platforms, pipelines and the drilling of development commercially proven wells is capitalised
within tangible and intangible assels according to its nature. When development is compleled on
a specific field it is transferred to production asscls. No depreciation and/or amortisation are
charged during the development phase.

See Note 3,12 for the accounting policy related lo borrowing costs,
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Notes to the Consolidated Financial Statements (continued)
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3
3

3

Summary of significant accounting policies (continued)
Property, plant and equipment and certain intangible assets (continued)

{a) Qil and gas assets (continued)

Development/Production tangible and intangible assets — Impairment

An impairment lest s performed whenever events and circumstances arising during the
development or production phase indicate that the carrying value of a development or production
assel may cacced ils recoverable amount,

The carrying value is compared against the expected recoverable amount. The recoverable
amount is the higher of an asset’s [air value less costs to sell and the value-in-use. For the
purposes of assessing impairment, assets are grouped al the lowest levels (its cash generating
unit} for which there are separately identifiable cash flows. The cash generaling unit applied for
impairment test purposes is generally the field. These fields are the same as that used for reserves
reporling purposes.

Production assets — Depreciation

il and gas properties are depreciated generally on a field-by-field basis using the unit-ol-
production method.  Unit-of-production rates are based on production and proved producing
reserves, which are oil, gas and other mineral reserves estimated to be recovered from cxisting
wells with existing facilities using current operating methods,  Under the unit-of-production
method, oil and gas volumes are considered produced once they have been measured through
meters at custody transfer or sales transaction points al the outlel valve on the field storage tank,

Producing assets are generally grouped inlo cash generating units with other assets thal arc
dedicated to serving the same reserves for depreciation purposes, but are depreciated separately
from producing assets that serve other reserves, The cash generating unit applied for depreciation
purpases is generally the field, except that a number of field interests may be grouped as a single
cash generating unit where the cash Hows of each field are inter-dependent,

Provision for decommissioning costs

Provision for decommissioning is recognised in full al the commencement of oil and gas
production. The amount recognised is the net present wvalue of the estimated cost of
decommissioning at the end of the economic producing lives of the wells and the end of the
uselul lives of refinery and storage units. Such costs include removal of cquipment, restoration of
land or seabed. The unwinding of the discount on the provision is included in profit or loss within
finance costs.

A corresponding intangible asset is also created at an amount equal to the provision. This is
subseguently depleted as part of the capital costs of the production assets. Any change in the
present value of the estimated expendilure or discount rates are reflected as an adjustiment to the
provision and the intangible asset and deall with prospectively.

When decommissioning liabilily is shared with other parties, as in the case of jointly controlled
assets, the Group recognises as its provision, the proportion for which it 1s liable.

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax discount rate that reflects current markel assessments of the time value of
money and the risks specific to the obligation. The increase in the provision due to passage of time 15
recognised as finance costs,
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3
3

.

Summary of significant accounting policies (continued)
Property, plant and equipment and cerlain intangible asscts (continued)

{b} Refining and other non-oil and gas assets

All other property, plant and equipment are stated at historical cost less accumulated depreciation
and less accumulated impairment losses. Intangible costs capitalised within the refinery generally
includes external consulling costs incurred in the upgrading of the refinery processes,
management systems and implementalion of new and upgraded technology.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associaled with the item will
flow to the Group and the cost of the item can be measured reliably. Refinery sparcs inventory is
allocated to refining assels. Repairs and maintenance, excepl for major overhaul costs (See Nole 3.3
(c)), are charged to profit or loss during the financial period in which they are incurred.

Land is nol deprecialed. Depreciation of other non-oil and gas assets is caleulated using the
following rates and methods Lo allocate the cost to their residual values over their estimated useful
lives:

Manulacturing plant and equipment 3.753% 0 10% - straight-line

Refinery spares 5% - straight-line

Floating property 20% - diminishing balance

Transportalion equipment 20% - diminishing balance

Furniture and fixtures 20% - diminishing balance

Domestic applisnces 20%% . - straight-line

Buildings 5% - diminishing balance

Computer equipment/software (specialised) 10%; - straight-line

Clomputer equipment/software 33.3% - straight-ling

(non-specialised)

Other supporting equipment and 27.5% - in the first year and 7.5%

facilities on a diminishing
balance for subseguent
YCATS

The expected useful lives of plant, property and equipment are reviewed on an annual basis, and
if necessary changes in useful lives are adjusted for prospectively. These assets are derecognised
upon disposal when no future economic benefits are expected to arise from continued use. An
asset’s carrying amount is written down immedialely to its recoverable amount il the asset’s
carrying amount is grealer than its estimated recoverable amount,

Gains and losses on disposals are determined by comparing the proceeds with the carrying
amount and are recognised within profit or loss. Any change in the present value of the estimated
expenditure or discount rates are reflected as an adjustment to the provision and the intangible
asset and deall with prospectively.

see Note 3,12 for the accounting policy related to borrowing costs,
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3
33

34

Summary of significant accounting policies (continued)
Property, plant and equipment and certain intangible assets (continued)

{c} Major overhaul costs

Major overhaul costs include calalyst costs and expenditure incurred in tesling and inspection
work carried out on manufacturing planl and cquipment. These costs are incurred al regular
inlervals over the uscful life of the asset and are incurred (o allow the continued use of the asset.
These costs are accounted for as a component of the asset. Costs less residual value are written
off over a period of 3-5 years on a straight-line basis,

Intangible assets

(a) Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share
of the net identifiable assets of the acquired subsidiary/joint venture at the date of acquisition.
Goodwill on acquisition is included in intangible assets. Goodwill is tested annually for impairment
and carried at cost less accumulated impairment losses. Previously recognised impairment losses
on goodwill are nol reversed. Gains and losses on the disposal of an entity include the carrying
amount of goodwill relating to the entity sold.

Goodwill is allocated to cash generating units for the purpose of impairment testing. The
allocation is made to those cash generating units or groups of cash generating units that are
expected (o benefit from the business combination in which the goodwill arose.

{b) Computer software

Acquired computer sofliware licences are capitalised on the basis of the costs incurred to acquire
and bring to use the specific software. These cosls are amortised over their estimated uselul lives
{len years for specialised software, three vears for non-specialised software).

Costs associated with maintaining compuler sollware programmes are recognised as an cxpense as
incurred. Development costs that are directly associated to the design and testing of identifiable and
unique sollware products controlled by the Group are recognised as inltangible assets when the
tollowing criteria are met:

il is lechnically feasible to complete the software product so that il will be available for use;

Management infends to complele the sollware product and use or sell it;

there is an ability to use or sell the software product;

il can be demonstrated how the software product will generate probable future economic

benelits;

= adequate technical, financial and other resources to complete the development and to use or sell
the software product are available; and

e the expenditure atiributable to the software product during its development can be reliably

measured,
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3 Summary of significant accounting policies (continued)

34 Intangible assets (continued)

(b} Computer software (continned)

Directly aftributable costs that arc capitalised as part of the software produoct include the sollware
development employee cost and an appropriate portion of relevant overheads. Other development
cxpenditures that do not meet these criteria are recognised as an expense as incurred. Development
costs previously recognised as an expense are nol recognised as an asset in a subsequent period.

{¢) Other intangible assets

This comprises intangible costs associated with langible PP&E structures, Refer to Note 3.3 (a),

3.5 TImpairment of non-financial assets (excluding exploration and evaluation, development and production assets)

Intangible assets that have an indelinite uselul life (including goodwill) and/or are not yet available for
use are not subject to amortisation, and, therefore, are tested annually for impairment. Assets that are
subject 1o amortisation arc reviewed for impairment whenever evenls or changes in circumstances
indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the
amounl by which the asscl’s camrying amount exceeds its recoverable amount. The recoverable amount
is the higher of an asset’s fair value less costs 1o sell and value-in-use. For the purposes of asscssing
impairment, assets are grouped at the lowest levels for which there arc scparately identifiable cash
inflows (cash generaling unils), Non-linancial assets other than goodwill that suffered impairment are
reviewed for possible reversals of the impairment at each reporling date.

3.6 Financial assets

3.6.1 Classification

The Group classilies ils fnancial assets in the following categories: loans and receivables and
available-for-sale.  The classitication depends on the purpose for which the financial assets were
acquired. Management determines the classification of its financial assets at initial recognition.

{(a) Loans and receivables

Loans and receivables arc non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. They are included in current assets, except for maturities
greater than twelve months after the reporting date, which are classified as non-current assets.
Loans and receivables are classified as loans receivable and trade and other receivables in the
statement of financial position.

(b) Awvailable-Tor-sale financial instruments

Available-for-sale inancial assels comprise financial instruments in unguoted equity. They are
included in non-current assets unless Managemenl intends to dispose of the investment within 12
months of the reporting date,
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3

Summary of significant accounting policies (continued)

3.6 Financial assets (continued)

362

Recognition and measurcment

Loans and receivables as well as available-for-sale financial instruments are initially recognized at
fair value plus any directly atiributable transaction costs, Subsequent 1o initial recognition, loans and
receivables are measured at amortised cost using the effective interest method, less any impairment
Iosses, while available-for-sale financial instruments are recorded al cost less Impairment.

Pinancial assets and liabililies are offset and the net amount presented in the statement of financial
position when, and only when, the Group has a legal right to offset the amounts and intends either to
seitle on a nel basis or to realise the asset and settle the lHability simultaneously.

Translation differences on monetary financial assets and liabilities are recognised in profit or loss.

The Group asscsses al cach reporting date whether there is objeclive evidence that a financial assel or
a group of financial assets is impaired. In the case of equity securities classified as available for sale, a
significant or prolonged decline in the fair value of the security below its cost is considered as an
indicator that the sccurities are impaired. [If any such evidence exists [or available for sale financial
assets, the cumulative loss — measured as the difference between the acquisition cost and the current
fair value, less any impainnent loss on that financial asset previously recognised in profit or loss — is
removed from equity and recognised in profit or loss. Impairment losses on cquity instruments
recognised in profit or loss are not reversed. Impairment testing of trade receivables is described in
Note 3.8,

3.7 Inventories

Inventaries of crude oil and refined products are stated at the lower of cost and nel realisable value,
Cost is delermined using the weighted average cost.

(a) Crude oil
The cost of purchased crude oil for the month is valued using the weighted average cost.

The cost of produced crude oil for the month is computed on the basis of the related month's
production costs, Net realisable value is based on the market prices of an equivalent grade of
crude oil.

{b) Refined products

Fefined products are valued at the lower of the cost of producing the refined products and net
realisable value based on curent market prices,

The total product cost is comprised of the production cost of own crude, the cost of purchased
crude and the total refinery expenses (adjusted to exclude incremental expenses related to the
progessing of crude for third parties).

Net realisable values are refined products sales prices as quoted in the ‘Caribbean Postings® and
the ‘Platts Oilgram’ al the close of the reporting period.

When invenlories of refined products are sold, the carrying amount of those inventories is
recognised as an expense in cost ol sales in the period in which the related sale is recognised. The
amount of any write-down of inventories 10 net realisable value and all losses of inventories is
recognised as an expense in the period the write-down or loss oceurs. The amount of any reversal
of any wrile-down of inventories, arising from an increase in net realisable value, is recognised as
a reduction in the cost of invenlories recognised as an expense in the period in which the reversal
oCCurs.
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3
37

3.12

Summary of significant accounting policies (continued)

Inventories

(c) Materials and supplics

Inventories of materials and supplies are stated at the lower of cost and net realisable value. Cost
is determined using the weighted average basis. Net realisable value is the estimated selling price
in the ordinary course of business less applicable variable selling cxpenses of the materials and
supplies. Refinery spare parts are considered refining assets {See Note 3.3 (b)),

Trade receivables

Trade receivables are recognised initially at fair value and subscquently measured at amortised cost
using the effective interest method, less provision for impairment. A provision for impairment of
trade receivables is established when there is objective evidence that the Group will not be able to
colleet all amounts due according to the original terms of receivables. Significant financial difficulties
of the debtor, probability that the deblor will enter bankruptey or financial reorganisation, and default
or delinquency in payments (more than 120 days overdue) arc considered indicators that the trade
receivable is impaired. Any provision for impairment is recognised in profil or loss within cost of
sales. When a trade receivable is uncollectible, it is wrillen off against the provision for impairment
account for trade receivables. Subsequent recoveries of amounts previously written off are credited
against cost of sales in profit or loss.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-lerm highly
liquid investments with original maturities of three months or less, and cheques issued but not yet
presented to financial institutions. Cash and cash equivalents are subject to insignificant risk of changes
in value. '

Share capital
Ordinary shares arc classificd as equity.
Trade and other payables

Trade and other payables are recognised initially at fair valuc and subsequently measured at
amortised cost using the elTeelive interest method.

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings arc
subsequently stated al amortised cost: any difterence between the proceeds (net of transaction costs)
and the redemption value is recognised over the period of the borrowings using the effective interest
method. This amount is capitalised during the construction period of the qualifying asset, and upon
completion of the assel, 1t is recognised in profit or loss until the maturity of borrowings.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer
settlement of the liability for at least 12 months after the reporting date.
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Summary of significant accounting policies {continued)

3.12 Borrowings (continued)

3.13

3.14

Borrowing Costs

Specific and general borrowing costs incurred for the construction of qualifying assets are capitalised
during the period of time required to complete and prepare the asset for its intended use. Inlerest on
general borrowings eligible for capitalisalion is delermined by applying a capitalisation rate to
expenditure on qualifying assets. The capitalisation rate is the weighted average of bomrowing costs
applicable (o the borrowings ol the Group, that are outstanding during the period, other than specific
borrowings.

Oiher borrowing costs are expensed.
Current and deferred income tax

The tax cxpense [or the period comprises current and deferred income tax, The current income tax
charge is calculated on the basis of the tax laws cnacted or substantively enacted at the reporting date,
Management periodically evaluates positions taken in tax returns with respecl Lo situalions in which
applicable tax regulation is subject o interpretation and establishes provisions where appropriate on
the basis of amounts expected to be paid to the tax authorities,

Deferred income tax is also recognised on carry-forward unused tax losses, Tt is determined using lax
rates {and laws) that have been enacted or substantially cnacted by the reporting date and are expected
to apply when the related deferred income tax asset is realised or the deflerred income tax liability is
seltled.

Deferred income tax assets are recognised to the extent that it is probable that Tuture taxable profit will
be available against which the temporary differences can be utilised.

Employee benefits
{a) Pension asset

Retirement benefits for employees are provided through (wo (2) defined benefit plans, which are
funded by contributions from employers and emplovees, The schemes are gencrally funded
through payiments lo trustec-administered funds as determined by periodic actuarial caleulations.
A defined benefit plan is a pension plan that defines an amount of pension benefit that an
employee will receive on retirement, usually dependent on one or more faclors such as age, vears
of service and compensation.

The assel recognised in the statement of financial position in respect of defined benefit pension
plans is the fair value of Plan assets less the present value of the defined benefit obligation at the
reporting date, together with adjustments for the effect of the asset ceiling test, The pension asset
is caleulated annually by independent qualified actuaries using the projected unit credit method.
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3.14 Emplovee henefits (continued)

()

Pension asset

The present value of the defined benefit obligation is determined by discounting the estimated
future cash oulflows using interest rates of government securities and high-quality corporate
bonds that are denominated in the currency in which the benefits will be paid, and that have terms
to malurily approximating o the terms of the related pension lability.

Actuarial gains and losses anising from experience adjustments and changes in actuarial
assumptions are immediately credited or charged Lo other comprehensive income,

Past service costs are recognised immedialely in profit or loss, unless the changes to the pension
plan are conditional on the employees remaining in service for a specified period of time (the
vesting peried). In this case, the past service costs are amortised on a straight-line basis over the
vesting period.

fh) Cther post-employment obligations

The Group provides post-employment healtheare benefits to its refirces under two (2) medical
plans. The entitlement to these benefits is usually conditional on the employee remaining in
service up to retirement age and the completion of a minimum service period. The expected costs
of these benefits are accrued over the period of employment, using an accounting methodology
similar to that for defined henefit pension plans. Actuarial gains and losses arising from
experience adjustments, and changes in actuarial assumptions are immediately recognised in
other comprehensive income. These obligations are valued annually by independent qualificd
acluares,

3.15 Revenue recognition

Revenue comprises the fair value of the consideralion received or receivable for the sale of goods and
services in the ordinary course of the Group’s activities, Revenue is shown, net of value-added tax,
returns, rebates and discounts and aller climinating sales within the Group,

The Group recognises revenue when the amount of revenue can be reliably measured, it is probable
that future economic benefits will flow to the entity and specific criteria have been met for each of the
Group’s activities as described below. The amount of revenue is nol considered to be reliably
measurable until all contingencics relating to the sale have been resolved. The Group bases its
estimates on historical results, taking inlo consideration the type of customer, the type of transaclion
and the specilics of each arrangement,
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Summary of significant accounting policics (continued)

3.15 Revenue recognition (continued)

{a) Sales revenue

Revenues from sales of products arc recognised upon transfer of risks and rewards associated
with the ownership of products. In particular, revenues are recognised:

- for crude oil, generally upon shipment;

- for natural gas and natural gas liguids, when the natural gas is delivered to the customer;

- for relined products, generally upon shipment,

Revenues are recognised upon shipment when, at that date, the risks of loss are translered to the
acquirer.

Revenues [rom the sale of crude oil and, natural gas produced in properties in which Petrotrin has
an interest logether with other producers, are recognised on the basis of Petrotrin’s working
interest in those properties (entitlement method).

(b) Royalty income
Royalty income is recognised on an accrual basis in accordance with the substance of the relevant
agrecments. Royally income is comprised mainly of overriding royalties from lease operator and
farmout arrangements,

{c) Interest income
Interest income is recognised on a lime-proportion basis using the effective interest method. When
a receivable is impaired, the Group reduces the carrying amount to its recoverable amount, being
the estimated future cash flows discounted at original effective interest rale of the instrument,
Interest income on impaired loans is recognised using the original effective interest rate.

(d) Marine income and processing fees
Marine income and processing fees are recognised upon delivery of services and cuslomer
acceptance. Marine income is comprised mainly of whart dues, barging fees and tug and launch
hire,

Leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor
are classificd as operaling leases. Payments made under operaling leases (net of any incenlives
received from the lessor) are charged to profit or loss on a straight-line basis over the period of the
lease.

Dividend distribution

Dividend distribution to the Group’s shareholders is recognised as a liability in the Group’s financial
statements in the period in which the dividends are approved by the Group’s shareholders.
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4

4.1

Financial risk management

Risk management framework

The Board of Directors has overall responsibility for the establishment and oversight of the Group's
risk management framework. The Board has established the risk management department which is
responsible for developing and monitoring the Group’s risk management policies,

Financial risk factors

The Group has exposure to the following risk from its use of financial instruments:

s market risk (including commeodity and other price risk and interest rate risk);
¢ crodil risk;
e liguidity risk.

The Group’s overall risk management programme focuses on the unpredictability of financial markets
and seeks to minimise polential adverse effects on the Group’s financial performance. The Group
does not at this time use derivative financial instruments to hedge its risk exposures,

(a) Market risk
(i) Commodity and other price risk

The Group purchases approximately 60% of the total erude that is processed at the refinery, As a
result, with respect to this stream of crude oil supply, the Group is exposed to fluctuations in the
differential between the price of crude oil purchased and the prices at which refined products arc
sold.

Own-crude production makes up the remaining 40% of total crude oil processed at the refinery,
The Group is therefore exposed to flucluations in the market prices of refined products derived
[rom this stream of crude oil supply.

The Group is alse exposed to fluctuations in the prices of liquefied natural gas (LNG) sales,
which is sold al markel prices.

As a resull of these market price fluctuations the Group may in the future use established over-
the-counter swaps, for crude oil, refined products and natural gas, or other appropriate
instruments, to hedge exposures in order to proteel budgeted revenues and margins, The
Company docs not currently have any such hedging instruments in place.

Other price risks arise due to the possibility that the [air value of future cash flows of a financial
instrument will fluctuate because of changes in market prices (other than those arising from
interest rate risk or cwrrency risk), whether those changes are caused by factors specific to the
individual financial instrument or its issuer, or factors affecting all similar financial instruments
traded in the market. The Group is affected by changing prices of equily instruments mainly
classified as investments available-for-sale with fair wvalue movements recopnised in
sharcholders’ equily,

In the years ended 2012 September 30 to 2014 Seplember 30, Management deemed the price risk
impact on ¢quily instruments classified as available-for-sale Lo be immaterial.
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4 Financial risk management {continued)

4.1 Financial risk factors (continued}

(a) Market risk (continued)
(i) Foreign currency risk

Currency risk is the risk that the value of a financial instrument will Nucluate due to changes in
foreign exchange rates,

The functional currency of the Group’s cash flows is the United States dollar (USD) since the
Group’s major product, oil is priced internationally in USD, Foreign currency transaclion
exposures mainly arise on the Group’s sales or purchases in currencics other than USD. Also

foreign currency translation exposures arise from financial instruments denominated in currencies
other than USD.

The following exchange rates were used in translating United States dollars to Trinidad and
Tobago dollars at year-end and in conversions during the year:

As at September 34

2014 2013 2012
Year-end 6.35830 6.41950 6.41825
Average rate during the year 6.40534 6.40987 6.40181

The following tables demonstrate the sensitivily ol the Group's profit before tax to a reasonably
possible movement of the USD against the 'I'T'D holding all other variables constant.

As at 2014 September 30

Note TTS Other USS Total
Agsels
Income taxes recoverahle 14 530,683 -- 530,683
Cash in escrow — sharcholder 15 - -- 109,858 109,858
Receivables and prepayments® 18 4,615,646 ) 2,396,234 7011807
Cash and cash equivalents 14 122212 “= 1,686,088 808,300
Financial asseis 5,268,541 5 4,192,180 9,460,648
Liabilitics
Borrowings 21 {30,607) . (8,538,248) (H.568,855)
Trade and other payables 23 {1,638,655) (1,323} (2,295.412) (3,935.390)
Current tax liabilities (5,156,100) -- -- (5,136,100}
Short-term loans 24 -- ] (5.565.006) {5,565,006)
Financial liabilities (6,825.362) (1,323) _(16,398.666) (23,225.351)
* exeludes prepavments
Net currency exposure (1,550,821) (1,318 (12,200,564} (13,764,703)
Eeasonably possible change in
exchange rate 1% 1% - e
Effeet on profit before tax (15,568) (13) - (15,581}
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4 Financial risk management {(continued)

Financial risk factors {continued)
{a) Market risk {continucd)

(i1} Foreign currency risk {(continued)

As al 2013 September 30

Note Trs Other USS Total
Assets
Income taxes recoverable 14 530,683 - 530,683
Cuash in escrow — shareholder 15 -- -- 84,839 84839
Loans receivable 16 - - 1,929 1,924
Receivables and prepayments™® 18 7.019,864 5 3,066,337 10,086,206
Cash and cash equivalents 19 263,856 -- 2.030,175 2,296,031
Financial assets 7.816.403 S 5,183,280 12,999,688
Liahbilitics
Boarrowings 21 (30, 606) -- (9,007,922) (9038,528)
Trade and other payables 23 (2,613,474} (944} (2,183 820) (4,798,238)
Current lax liabililies (7.449.362) -- -- (7,449.362)
Short-term loans 24 4 g {3.979 968) {3.979,968)
Financial liabilities (10.093,442) (944) _(15171,710) (25.266.096)
® excludes prepeyments
Net currency exposure (2,277,039) {937 (9,988,430)  (12.266,408)
Reasonably possible change in
exchange rate 1% 1% -- -
Effect on profit before tax (22,770) (9) - (22,779)
As at 2012 September 30
Notc TTS Other USs% Total
Assets
Income laxes recoverable 14 530,683 - 530,683
Cash in escrow — sharcholder 15 -- 71,944 71,949
Loans receivable 16 -- - 3,386 3,386
Receivables and prepayments® 18 7463038 5 3,023,616 10,486,659
Cash and cash equivalents 19 | 65,200 - 1,714,340 1 879,549
Financial asscts 8,158,921 5 4,813,300 12,972,226
Liabilities
Bormowings 21 (30,606) - (9,393,939 {9,424 5435)
Trade and other payables 23 {1,361.990) (14,440 (3,130,029) {4,506,459)
Current tax liahilities (6,612,755) - -- (6,612,755)
Short-term loans 24 -= - (3683914}  (3.688914)
Financial liabilitics (8.005.351) (14.440) _(16,212.882) (24,232.673)
* excludes prepayments
Net currency exposure 153,570 (14,435) (11,399,582) (11,260,447
Reasonably possible change in
exchange rate 1% 1% =
Effect on profit before tax 1,536 (144) - 1,392
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5 Financial risk management {continued)

5.1 Financial risk factors (continued)
{a) Market risk (continued)
{iii) Interest rate risk

Interest rate risk arises from the possibility that changes in interest rates will affect future cash
(lows or the [air values of financial instruments.

The Group is exposed to cash flow or market interest rate risk mainly on ils short-term bank
deposits and short-term loans. These transaclions are negotiated at fixed rates but are subjeet lo
repricing risk. Short-lerm deposits were repriced 1.5 days in 2014 (2013 and 2014: daily), while
short-term loans had maturitics of 88-209 days in 2014 (2013: 119-180 days and 2012: 60-180
days).

The Group menitors its interest rate risk using inlcresl rale sensitivity and gap analysis.
sensitivity analyses were conducted to determine the effect on net profit with all other variables
held constant on next year’s results,

As at September 30
2014 2013 2012
Fixed rate instruments
Financial asscts b 32,725 % 8165 3 9,571
Financial liabilities (14.133.861) {13,018.496) (13,113,459}

$ (14.101,136) § (13.010331) § (13,103.888)

Variable rate instruments

Financial assets 5 1,808,300 § 2296031 § 1,879,540

Financial liabilitics ) -= - ) =
5  1.ROR300 % 27296031 §  1.879.549

The table below summarises the Group’s cxposures to interest rate repricing risk,

Effect on profit after tax
Year ended Seprember 30

2014 2013 2012
Change in interest rate:
Increase by 1% i 18,083 % 22960 % 18,793
Deerease by 1% (18,083) {22.960) {18,795

{iv) Fair value risk

The Group is exposed to fair value risk on 100.00% of its long-term borrowings which are fixed.
The Group’s preference is for fixed rate debt but considers market conditions at the time of loan
negotiations in making [ixed versus floating rate decisions. There is no signilicant exposure to
fair value risk on other financial instruments,
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4 Financial risk management (continued)
4.1 Financial risk factors (continued)
(iv) Fair valuae risk {continued)

The table below shows the carrying amounts and air values of both long term and short term
borrowings. The carrying amounts of short-term borrowings approximate to their fair values.

As at September 30
2014 2013 2012

Carvying Fair Carrying Fair Carrying Fair
velnes varlues values valies varltes virlnes

b $ $ b $ S

Borrowings (8,568,855) (10,371,123)  (9,038,528)  (10,832,448)  (9.424,545) (11,576,516)

Short-term

loans (5,565,006) {5.565,006) (3.979.968) ( 3.979.968) _ (3.688.914) (3,688,914)

(14,133.861) (15,936,129) (13.018496) (14.812416) (13,113.459) (15,265,430)

The valuation technique used in measuring the fair value of borrowings is described below:

Financial instrument Valuation technique

The fair value of borrowings was derived by discounting all future cash

| Debt securities flows at prevailing market interest rates that ranged from 3.91% to 4.20%

() Credit risk

Credit risk is the risk that a customer or counterparly to a financial instrument will fail to perform
or fail to pay amounts due causing financial loss to the Group, and arises from cash and cash
equivalents, deposils with banks and other financial institutions as well as credit exposure (o trade
and other customers including outstanding receivables and committed transactions. For banks
and other financial institutions, only independently rated parties with a minimum rating of *BBB’
are accepted. If trade customers arc independently rated, these ratings are used.

The Group has no significant concentration of credit risk. Credit risk is mitigated by internal
policies that require sales of products to be made 1o customers with favourable credit ratings, This
requires companies to have a minimum of an investment grade rating from reputable rating
ageneies, irrevocable letters of eredit issued and confirmed by rated banks or payment in advance.
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4 Financial risk management (continued)
4.1 Financial risk factors {(continued)

(b} Credit risk (continued)

The maximum cxposure to credit risk for trade and related partics balances, by geographic region

was as tollows:

2014
T.ocal 3 5,839,839
Regional 166,121
International 582,796
Gross trade and related parties b 6,588,756

As at September 30

2013 2012
$ 8,847,008  § 9,243,879
465,157 275,040
604.831 781,340
$ 9,916,996  $ 10,300,259

An analysis of the credit quality of trade and related parlics that were not impaired is as follows:

As at September 30

2014
Iess than one year lrading history*® b 0,666
Customers between one and four
yeurs trading history® 28,953
Customer with over [our vears
trading history® 6,293,234
Higher risk . -

* pxcludes higher visk

2013 2012
§ 207,909 $ "
51,193 11,316
9,167,891 9,962,450
o ek -S4
$ 9,427,555 $ 9974286

Included in local revenues arising from direct sales of product is approximately 19.70% (2013;
23.95%; 2012: 16.14%), which arose from sales to Trinidad and Tobago National Petroleum
Marketing Company Limited (NPMC), the Group’s largest customer in Trinidad and Tobago, As
al 2014 September 30, outstanding receivables from NPMC represented 40.75% (2013 54.14%,;
2012 62.37%) of local receivables and 36.60% (2013; 48356%,; 2012: 56.24%) of total
receivables. The risk from NPMC is minimal as both Petrotrin and NPMC are Slale owned.
Although part of the outstanding balance iz past due, historically NPMC has settled its debi 1o
Petrotrin, The fair values of trade and other receivables approximalte their camying amounts.

The table below is an aging of the gross trade and other receivables balance, excluding

prepayments and taxes:

As at September 30

2014 2013 2012

Fully performing F 1,738,229 5 2,133,136 § 2,247,833
Past due but nol impaired;

within 30 days 1,320,429 1,420,910 1,219,104

31 to 60 days 644,151 578,885 526,123

61 to 90 days 411,692 350,043 362,832

over 90 days 2,891,775 5,600,766 6,120.576
Impaired 403,959 639,345 450,991
Total $ 7412235 % 10,723,085 $ 10,945,459
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4 Financial risk management (continued)

4.1 Financial risk factors (continucd)
{b) Credit risk {(continued)
The movement in the provision for impairment of receivables during the vear was as follows:

Year ended September 30

2014 2013 2012
Balance at start of vear 5 (639,345) (4599910 % (243,007)
lixchange adjustments (146) 3 {4,682)
Charge for the year (Note 27) (164,424) (179,544) (212,341)
Receivables written-off during the
year as uncolleelible 399,056 187 ) 39
Balance at end of year £ (403,959 (639345 % (459.991)

The maximum exposure to credil tisk at the respective reporting dates is the carrying values of
the following financial assets: cash-in-escrow, available-for-sale financial instruments, loans
receivable, reecivables and prepayments and cash and cash cquivalents. The Group’s maximum
exposure totalled 58,959,156 (2013: S12,472,775; 2012: §12,446,537).

As at September 30

Notc 2014 2013 2012

Asseis as per statement of financial
position
Available-for-sale [inancial instruments 11 ¥ 32,725 $ 6,236 % 6,185
Cash in escrow — shareholder 15 109 858 84,839 71,549
Loans receivable 16 - 1,924 33586
Trade and other receivables excluding

prepayments and laxes I8 7,008,273 10,083,740 10,485 468
Cash and cash cquivalents 1S 1,508,300 2296031 1,879,549

$ 8959156 § 12472775 $ 12.446.537

Page 249



Petroleum Company of Trinidad and Tobago Limited
2014 September 30

Notes to the Consolidated Financial Statements (continued)
(Presented in Thousands of Trinidad and Tobago dollars)

4 Financial risk management {continued)

4.2 Financial risk factors {(continued}

{c) Liquidity risk

Liguidity risk is the risk that the Group will be unable Lo meet its payment obligations when they
[all due under normal and stress circumstances. In managing its liquidity risks, the Group
maintains sufficient cash on hand and committed credit facilities to meet its operational expenses,
including the servicing of financial obligations, The Group’s treasury function co-ordinates
relationships with banks, borrowing requirements and cash management. The Group believes it
has access to sufficient funding by using undrawn borrowing facilities to meet foreseeable
borrowing requirements. At 2014 September 30, the Group has short-term credil facilities with
various foreign and local banking institlutions totalling 56,930,547, of which the sum of
$1,232,511 was unutilised. The Company monitors [ulure cash flows and has access to other
diversificd [unding sources, il required, to manage its liquidity.

The Group has a long-term debt rating of Baa3 (stable outlook) and BBB- (stable outlook)
assigned by Moody's and Standard and Poor’s respectively. The table below presenis the
financial liabilities payable by the Group by remaining conlractual maturities at the reporting
date.

As at 2014 September 3

Contractual cash flows

Carrying Tuotal Less than 1 Between 1 Between 2 3 yeurs and
values year and 2 years and 4 aver
YEOrs

Financial liabilitics b3 5 5 $ 5 b
Borrowings (8.3068,835)  (12,014,258) (Lles2lly (1,080,527 (2,097 404) (7676,112)
Trace and other

pavables (excluding

statutory linbilities) [3,486,102) (3,486,102) {3,486,102) a i i
Short-term loans _[5,565,006) [5,600,517) {5,601,517) -- - B --

17,619,963y  (21,100,877) (10,252,830 (1L080,527) (2,001,408) (7,676.112)

As at 2013 September 3
Contractual cash Tows

Carrying Total Less than 1 Between 1 Between 2 5 vears and
values year and 2 years and 4 over
years
I'inancial liabilitics % % 4 b3 % 5
Borrowings (9038,528) (13,259,751} (1,212,500 (L,114,424) (2,158,400 (4774427}
Tracle and other
payables (cxeluding
statutory liahililies) (4315475 (4,315,475) {4,315475) un it E
Short-term loans _ [3,979.568) 4,000,468 {4004, 465) i3 i =

(17,333,971)  (21,575.694)  (9,528.443)  (1,114,424)  (2,158.400)  (8,774,427)
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4 Financial risk management {continued)
4.1 Financial risk factors (continued)
(¢) Liguidity risk (continued)
As at 2012 September 3()

Contraciual cash Mows

Carrying Total Less than 1 Between 1 Between 2 5 vears and
values year and 2 years and 4 over
Years
Financial Habilities b $ b 5 £ b3
Borrowings (9.424.545)  [14,411,523) (1,224,010 {1,137.739) (2,204,922 {4.544,545)
T'rade and ather
pavahles (excluding
statutory liahilities) 4,004,195) (4,004, 195) 4,004, 195) - = -
Short-term loans (3,688.914) (3.713,878) (3,713,870 -- - = -

(17,117,654)  (22,129,506)  (8,942,000)  (1,137,739) (2,204,922) (9,844,845)

4.2 Capital risk management

The Group’s objectives when managing capital are Lo safecguard the Group’s ability to continue as a
going concern, o maintain 4 strong credit rating and an optinum capital struciure in order to provide
returns for its shareholders and benefits for other stakeholders.

The Group’s capital structure consists of share capital, reserves and relained earnings and adjustments
are made based on ceonomic conditions, ‘T'o maintain or adjust the capital structure, the Group may
adjust the dividend payment to shareholders, return capilal to shareholders or issue new shares. No
changes were made in the objectives, policies or processes during the vears ended 2012 September 30
to 2014 September 30,

The Group monitors capital using a gearing ratio, which is net debt divided by total capital. Net deht
is caleulated as total borrowings (borrowings, current portion of long-term borrowings and short-term
loans, as shown in the statement of finaneial position) less cash and cash equivalents, Total capital is
calculated as total equity as shown in the statement of financial position plus net debt. The Group’s
policy is to mainlain a gearing ralio of less than or equal to 50% and an investment grade credit
rating.

Gearing ratio
As at September 30

2014 2013 2012
Tolal borrowings % 14,133 861 § 13,018,496 $ 13,113,459
Less: Cash and cash equivalents _ (1,808.300) (2,296.031) (1.879,549)
Met debt 12,325,561 10,722,465 11,233,910
Total equity 12,134.372 12,495,648 12,388,959
Total capital ¥ 24450933 F 23218113 3 23,622,849
Gearing ratio 50.39% 46.18% 47.56%
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4.3

n

Financial risk management {(continued)
Fair value estimation

The carrying amount of the following assets and liabilities: cash, investments, trade receivables and
payables, other receivables and payables and short-term borrowings approximate 1o their fair values.
During the period, there were no changes in the classification of financial assets, neither were there
translers between levels of the fair value hierarchy.

Critical accounting estimates and judgments

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

The preparation of these consolidated financial statements requires Management to apply accounting
methods and policies that arc based on difficult or subjective judgments, estimates based on past
experience and assumptions determined to be rcasonable and realistic in the circumstances. The
application of these estimates and assumptions affects the reporied amounts of assets and liahilities
and the disclosure of contingent assets and liabililies al the reporting date and the reported amounts of
income and expenses during the reporting period. Actual results may differ from these estimates
given the uncerfainty surrounding the assumptions and conditions upon which the estimates are
based. Summarised below are the accounting estimates that require the more subjective judgment of
Management. Such assumplions or estimates regard the effects of matlers that are inherently
uncertain and for which changes in conditions may significantly affect future results.

{a) TAS 19 valuation

The valuation of the Group’s pension plans assets and expected liabilities are calculated in
accordance with IAS 19(R) requirements. The actuarial valuation for the pension benefits and
post-employment medical cosls are computed by qualified actuaries using Management’s
assumptions for discount rate and data supplied by Management; expected rate of return on Plan
assets; future salary increascs and medical expense inflation rates. Each ol these principal
actuarial assumptions can and will change in the future (See Note 10).

(b) Oil and gas reserves

The il and gas reserves are assessed by Managemenl and audited by external engineers in
accordance with the Standards pertaining to the Estimating of Oil and Gas Reserves Information
promulgated by the Society of Petroleum Engineers.

Engineering estimates of the Group's oil and gas reserves are inherently uncertain, Proved
reserves are the estimated volumes of crude oil, natural gas and gas condensates, liquids and
associated substances which geological and engineering data demonstrale with reasonable
certainty to be recoverable in future years [rom known reservoirs under existing economic and
operating condilions,

Although there are authoritative guidelines regarding the engineering criteria that have to be met
before estimated oil and gas reserves can be designated as proved, the accuracy of any reserve
estimate is a [unction of the quality of available data and enginccring and geological
interpretation; the accuracy of assumptions and judgment. There may be substantial upward and
downward revisions to the results of drilling, testing and production after the date of the estimate.
In addition, changes in oil and natural gas prices could have an effect on the value of proved
reserves as regards the initial estimate. Accordingly, the estimated reserves could be matenially
dilTerent from the quantities of oil and natural gas thal ultimately will be recorded.
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5 Critical accounting estimates and judgments (continued)

{b) Oil and gas reserves (continued)

(€)

Estimated proved reserves are used in determining depletion and impairment expenscs.
Depreciation rates on oil and gas assets using the Unit-of-Production basis are determined from
the ratio between the amount of hydrocarbons extracted in the year and proved producing
reserves existing al the year-end increased by the amounts extracted during the year. Assuming
all other variables are held constant, an increase in estimated proved producing reserves decreases
deprecialion, and amortisation expense. On the conirary, a decrease in estimated proved
producing reserves increases depreciation, depletion and amortisation expense,

Also, estimated Lolal proved reserves are used to caleulate future cash flows from oil and gas
properties, which serve as an indicator in delermining whether a property impairment test is to be
carried out or nol, The larger the volume of estimated reserves, the less likely the property is
impaired,

Lease licences

It is assumed that licences to develop oil and gas properties acreages will continue to be extended
to the Group by the Government of the Republic of Trinidad and Tobagoe throughout the
remaining productive lives of the related fields. The Group’s cstimates of reserves, the estimated
provisions for decommissioning and the impairment assessments are based on this assumption.

(d} Impairment of assets

(i) Goodwill

The Group tests annually whether goodwill has suffered any impairment, in accordance with the
accounting policy stated in Note 3.4 (a), This requircs an estimation of the ‘value-in-use’ of the
cash pencraling units to which the goodwill is allocated. Estimating a ‘value-in-use’ amount
requires Management to make an estimale of the expected future cash flows [rom the cash
generating unil and also to choose a suitable discount rate in order to calculate the present value
ot those cash flows, Further details arc given in Note 7.

(ii} Financial asscts

Financial assets excluding trade and other receivables are assessed at each reporling period to
determine whether there is any objective evidence that they are impaired, while trade and other
receivables are reviewed quarlerly [or impairment.

In determining whether an impairment loss should be recorded in profit or loss, the Group makes

Judgments as to whether there is any observable data indicating that there is a measurable

decrease in the estimated future cash [lows. This evidence may include observable data indicating
that there has been an adverse change in the payment status of customers, or national or local
economic conditions. The methodology and assumptions used for estimating both the amount and
timing of future cash flows are reviewed regularly,

It there is objective evidence thal an impairment loss on loans receivable carried at amortized cost
has been incurred, the amount of the loss is measured as the difference between the assets
carrying amount and the present value of the estimated future cash flows discounted at the
ariginal effective inlerest rale. The carrying amount of the asset is reduced, with the amount of
the loss recognized in profit or loss,
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5 Critical accounting estimates and judgments (continued)

{d) Tmpairment of assets (continued)

(e}

(iii) Other assets

Property, plant and equipment and intangible assels are assessed for possible impairment il events
and changes in circumstances indicate that the carrying amount may not be recoverable, If assets
are defermined o be impaired, the carrying amounts of those assets are written down Lo their
recoverable amount. This is the higher of fair valuc less costs to sell and value-in-use determined
as the amount of estimated discounted future cash flows. Tor this purpose, asscls are grouped
inte cash generating units based on separalely identifiable and largely independent cash inflows,
Impairments can also occur when decisions are taken to disposc of assets Impairments, except
those relating to goodwill, are reversed as applicable, to the extent of the changes in the events
and circumstances that triggered the original impairment.

Estimates of future cash flows are based on Managemenl’s estimates of future commodity prices,
market supply and demand, product margins and, in the case of oil and gas properties, the
expected future production volumes, Other faclors that can lead to changes in estimates include
restructuring plans and wvariations in regulatory environments, Expected future production
volumes, which are based on proved reserves, are used for impairment testing because the Group
believes this to be the most appropriate data for expected fulure cash flows. Estimates of future
cash Nows are consislent in the Group’s business plan. A discount rate based on the Group's
marginal cost of debt is used.

Assumptions on future oil prices tend to be stable because the Group does not consider short-term
mereases or decreases in prices as being indicative of long-term levels. The future prices used in
impairment testing are determined afler asscssments of drivers; historical analysis, trends and
statistical volatility are part of this assessment as well as analysis of possible future global and
regional economic conditions,

Decommissioning and environmental obligations
(i) Decommissioning obligation

Obligations related 1o the removal of ltangible equipment and the restoration of land or scabed,
once operations are terminated, requires the recognition of significant provision for
decommissioning.  Estimating the future cost of asset remowval is difficull and requires
Management to make estimates and judgments because most of the removal obligations are many
years in the future, and related contracts and regulations often contain vague descriptions of what
constitutes removal, Assel removal lechnologies and costs are constantly changing, as well as
political, environmental, safety and public rclalions considerations. The criticality of these
estimates 1s also increased by the accounting policy used that requires entities to record the fair
value of a liability [or decommissioning in the period when it is incurred (typically at the time the
asset is installed at the production location), When the liability is initially recorded, the related
[ixed assel is increased by a commesponding amount. Owver time, the liabililies arc increased for the
provisions due to reflect the passage of time and any change of the estimates following the
modification of the future cash flows or the discount rate adopted.

The recognised decommissioning liabilily amounts are based upon future retirement cost
estimates and incorporate many assumptions such as expected recoverable quantities of crude oil
and natural gas, time to abandonment, future inflation rates and the risk-[ree rale of interest
adjusted for the Group’s credil costs, (Sce Note 22).
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5 Critical accounting estimates and judgments (continued)

{e) Decommissioning and environmental obligations (continued)

()

(ii) Environmental liabilitics

Together with other companies in the industries in which il operates, Petrotrin is subject to
national, regional and local environmental laws and regulations concerning ils oil and gas
operations, productions and other activities, including legislation that implements international
conventions or protocols. Provision for environmental costs is made when it becomes probable or
cerfain that a liability has been incurred and the amounl can be reasonably estimated, If a new
regulation or a nolice of a regulation violation is received, and il is likely 1o have a financial
impact, a provision will be recorded,

Income taxes

The Group recognises liabilities for anticipated tax audit issucs based on estimates of whether
additional taxes will be due. Where the final tax outcome of these matters is diffcrent from the
amounts that were initially recorded, such differences will impact the income tax and deferred
income tax provisions in the period in which such determination is made.

frd
A
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6 FProperty, plant and equipment

Exploration : Reflulng and Oher
and ) Development Subtotal Production Marketing Businesses and Toinl
Evaluation Corporate
$ $ 5 ¥ § b3 5
Year ended 2014 September 30
Crpening nel
boak amount 13 180,728 180,741 1,690,435 17,363,954 542241 19,777,401
Exchange
differences () 5022 B.018 (25,732) (174,720 {5,072) {197,306)
Additions 11 67,357 67,367 157,134 933,134 26,049 1,183,684
Transfers - {40,364) (40,364) 40,364 - - -
Disposals -- -= -- -- (19,088) - (19,088)
Depreciation
charge . - -- (256,228) (485,232) (13,874 (755,334
Closing net hoolk
amount 19 215,743 2153762 1,605.973 17,618,078 48344 19,080,157
As at 2014 September 30
Cost 19 215,743 215,762 3,869,105 22,610,498 751,660 20,447,025
Accumulated
depreciation -- - -- (4,263,132} (4.992.420) (202,316)  (9,457,868)
MNet book amount 19 215,743 215,762 1,605,973 17,618,078 349,344 19,989, 157
Exploration _ . Rufining and (ther
and : Irevelopment Subtotal Production Marketing Bus_lncssm ad Tutal
Evuluation Corporate
5 5 & 3 b b 5
Year ended 2013 September 30
Opening net
book amount 743 107,169 107,912 1,748,277 16,877,383 523 899 19,257,471
Exchange
differences | 451 452 (3.803) 382 {65) (3,034)
Additions 12 90473 G0.487 182,496 1,140,066 30,833 1.443 852
Transfers (633 {17,367) {18,020 15,020 - -- -
Disposals o0 - {90 (1,278) - (3} (1,373
Depreciation
charge -- - -- (253,277) (653,847) (12,421} (919,545)
Closing nel book
armount ) 13 180,725 180,741 1,690,435 17,363,984 542,241 19,777,401
As at 2013 September 30
Cost 13 180,728 180,741 5,886,511 21,912,981 132,747 28,712,980
Accumnulaled
depreciation - -- - (4.196,076)  (4,548,997) (190,506)  (8,935,579)
Net book amount 13 180,728 150,741 1,690,435 17,363,084 542,241 19,777,401
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6 Property, plant and equipment (continued)

Exploration X Riflisiing and Oiher
. and Development Subieial Production Marketine Businesses and Tatal
Evaluation . Corporate
5 § b 5 5 5 ¥
Year ended 2012 September 30
Chpening net
baak amaount a93 35,205 33 ,HUK 1,883 450 5,903,153 520,185 18,342,716
Exchange
differences (13) {574) (SH} 33,025 4,611 (o7 36,9450
Additions 495 58,438 88,933 148,774 1,247,557 15,991 1,501,255
Transfers (430} (15,900) {16,330) 14,330 e o -
Disposals -- - -- (93) (3 (1,695% (1.821)
Depreciation
charge - - - (333,209} (277,035) (10,483) (621,629}
Closing net book
amount 743 107,169 107,912 1,748,277 16,877,383 523800 19,257 471
As at 2012 September 30
Cost 743 107, 169 1re12 5,089,854 20,766,984 T01,724 27,266,474
Accumulated
depreciation - - -- (3,941,577} (3.HEL.601) (177,823} (8,009,003)
Net book amount 743 107,169 107812 1,748,277 16,877,383 523,899 19257471

Drepreciation expense of $741,460 (2013: 907,124; 2012: S611,144) has been charged in cost of sales, while
$13,874 (2013: $12,421; 2012: $10.485) has been charged in other operating expenses, Included in
production assels under depreciation, is a reversal of previous impairment losses of $3,189 (2013: impairment
loss of $3,220; 2012: reversal of previous impairment of S18,604). No impairment losses were recorded [or
Fefining and Marketing assets during 2014 (2013: §272,169).

Costs not subject to depreciation totalled 513,629,010 {2013: 512,218,369: 2012: $13,120,263). Thesc are
assets under construction in Refining and Marketing and Corporate as well as Exploration and Evaluation and
Development costs,

As at September 30

2014 2013 2012
Assets under construction {(excluding
Exploration and Evaluation and Development
costs)
Production assets 1,018,123 3 0d0,773 $ 451,815
Felining and Marketing assets 12,005,199 11,658,636 12,680,536
Other Business and Corporale asscls 380934 78,993 317,383

Included in Refining and Marketing assets is an amount of $220,300 (2013: $221,205; 2012: $219.917)
capitalised in respect of specific borrowing costs. These are actual borrowing costs incurred, less any
investment income earned on temporary investment of borrowings, Borrowing costs were incurred on
Inancing [or the Ultra Low Sulphur Diesel (ULSDY) project,
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6  Property, plant and equipment (continued)

Included in development asscls and Refining and Marketing is interest capitalised during the year, on general
borrowings of $11,253 (2013: $10,093; 2012: $16,345) and $11.290 (2013: S11,985; 2012: $22,058)
respectively. The capitalisation rate on general borrowings is 1.29% (2013; 1.30%; 2012; 1.80%).

7 Intangible asscts

Total

6,202,322

(39.9635)
1,214,021

L,178,762

(439

(952659

7,642,042

19,529,652

(134,383) (11.BE7.610)

Exploration y Relining Safiirre
andd Development Subtutal Cromdwill Production mind Sl
Evaluation Marketing Costs
b % $ 5 b b ]

Year ended 2014 September 30
Opening net book

amaount 270,894 1,581,597 1,852,493 254,585 3,745 431 365,093 41,720
Exchange

differences (5.966) (2,258) (8,224 (2.426) {45,652) (3,247) {416
Additions 469,917 611,835 1,081,752 - 117,965 - 14,304
Revised

decommissioning

oot - -- - -- 666,923 511,839 -
Transfers {28,100} (303,923) (332,032) - 332,032 i oE
Disposals - - - -- (439} -- -
Aamortisation

charge oo -- -- = - {914,710 (28,349 {96000
Closing net hook

amount _ 706,738 1 887,251 2,593 080 252,159 3,904,550 545,336 46,008
As at 2014 September 30
Clost T, 738 1,887,251 2,503 989 JRT.424 14,965,709 1,398,139 1 R0L391
Accumulated

amortisation -- s - {135,265y (11,065159)  (552.803)
Met book amount 706,738 1,887 251 2,590 084 ) 252,139 3,904 550 845,330 46,008

7.642,043
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7 Intangible assets (continued)

Exploration ) ) Relining Software
. Jllldl Development Hubtotal Goodwill Production and : Costs T'ntal
Evaluation Marketing
$ 5 % b ] b 3 §
Year ended 2013 September 30
Opening net hook
amaount 283,556 T97.690 LOEL.246 254,537 5,816,977 TOH, 382 40,923 70622603
Exchange
differences &07 1,731 2.538 48 {13,6006) 13 (83) (11,088)
Additions 21,536 904,548 026,084 - 155 064 - 8675 1,089,823
Eovised
decommissioning
cost -- - -- - (1,135,751} (348,697) - (1484448
Transfers {30,362) {122,372) {152,934) . 152,934 - = -
Disposals (4,441} - (4,441) - -- - -- (4.441)
Amortisation
charge o - -- i {1,227,187) (54.807) (7,795) (1289789}
Closing net book
amaount 270,896 1,581,597 1,852,493 254 585 3,748,431 365,003 41,720 6,262,322
As at 2013 September 30
Cost 270,896 1,581,597 1,852,493 391,153 14,063,571 894,700 167,69 17,369,673
Accumulated
ameortisation - z == = C (136,568) (103151400 (520667 (125976) (11107350
Netbook amount 270,806 1,581,597 [.852.493 254,585 3,748431 365,093 —H 120 b,262,322
Exploration Refinin fiii
Fund Development Subtotal Goodwill Production and § bc'(t:::tm Total
Evaluation Marketing it
b i3 b 5 & % b3 g
Year ended 2012 September 31
Opening net book
amount 266,679 336,101 602,780 253,308 4,176,735 283,206 2735 5343604
Exchanpe
differences & (38,192) (38.180) 1,229 (9. 763) (348) (&7 {47.155)
Additions 20,427 602,009 622 436 = 307,192 (14) 19,253 048,867
Revised
decomnussioning
cost -- -- - - 2,084,540 504,820 - 2,589,360
Transfers (3,556} (102,228) (105,784) 2 105,784 - 2 =
Disposals = = - e (1,612} - = (1,612)
Amortisation
charge - -- - - (845.809] {19,172) (3,788) (B70.85%
Closing net book
amount 283,550 T97.650 1,081,246 254,537 5,816,977 768,582 40,923 7962265
As at 2012 September 30
Cost 2R3, 556 TA6S0 1,081,246 392,170 14,888,191 1,243,217 158,967 17,763,791
Accumulated
amortisation == == -- {137,633) (LOTL2I4Y (474635 (118,044) (9.801,526)
Mel book amount 283,556 TO7690 OB 246 254,337 5,816,977 THA, 582 404823 7962265
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7

Intangible assets (continued)

Amortisalion cxpense of $943,059 (2013: 1,281,994; 2012: $865,071) has been charged in cost of sales
while 89,600 (2013; §7,795; 2012: §5,788) has been charged to other operating expenses No impairment
losses were recorded in the years ended 2012 September 30 to 2014 September 30,

Costs not subject to amortisalion lolalled $2,593,989 (2013; 51,852,493; 2012: $1,081,246). Included in
production assets is an amount of $36,020 (2013: $35,157; 2012: $90,564) in respect of assets under
construction and 4 nel amortised amount of $1,542,233 (2013: $1,061,307; 2012: $2,624,251) in respect
of decommissioning costs. The remaining amortisation periods for these decommissioning costs are one
(1) to sixteen (16} years. Included in refining and marketing assets is a net amortised amount of $843 286
(2013: $352,795; 2012; §722,660) in respect of decommissioning costs. The remaining amortisation
periods for these decommissioning costs are one (1) 1o fourteen (14) years.

Included in development assets is interest capilalised on general borrowings of $40,898 (2013: $37.721;
2012: $46,031). The capilalisation rale on general borrowings is 1.29% (2013: 1.30%; 2012: 1.80%).

(a) Ilmpairment review of goodwill

In accordance with International Accounting Standard 36 - Impairment of Assets, the test for the
impairment of goodwill was calculated based on the average S-year forecast of prices as approved by
Management. Prices beyond the S-vear period were assumed to be constant.

Goodwill is allocated to the Group's cash generating unit, Trinmar Operations” Soldado field, as this is
the unit lo which the goodwill is associated, The recoverable amount of the Trinmar Operations oil and
gas reserves was based on value-in-use caleulations, These caleulations use the pre-tax cash flow
projections based on proved reserves covering a 15-year period.

The key assumptions used for the value-in-use calculations are as follows:

* price per barrel of crude of *US$97.38/TTS619.16 and price per msel of natural gas of
*USHI.32/TTS8.38, cstimaled using the market assumplions of the Company’s Budgel for the
year ending 2015 September 30 and 2015-2019 Business Plan;

= the future cash Nows were adjusted to reflect risks specific to the cash generating unit and risks
surrounding the cash flows, These cash Jows were discounted using a rate of 4.75% per annum;

* the maximum economic life used for the valuation of reserves was fifty (50) vears as this
represents Managemenl’s cslimation of the economic productive life of the field at currenl rates
of exlraction;

* supplemental petroleum taxes and other levies on production volumes were calculated at
prevailing rates;

* the cash flow beyond the S-year period were exirapolated using projections based on constant
prices and constant cosls;

= the carrying value at 2014 September 30 is $252,159.

Given that there was no significant change in assets and liabilities and that the likelihood of the carrying
value exceeding the recoverable amount at the time of the test to be remote, Management believes that
there are no reasonable assumplions that would cause the carrying value to exceed the recoverable
amount, The impairment test revealed that this assel was not impaired as of 2014 September 30 and
consequently no write down of goodwill is required.

*Oul and gas prices quoted above are not expressed in thousands of dollars,
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& Tmpairment of fixed assets

In assessing whether a write-down is required in the carrying value of a potentially impaired intangible
assel, or an ilem of property, plant and equipment, its carrying value is compared with its recoverable
amounts. Tnless otherwise indicated, the recoverable amount used in assessing the impairment charges
{described below) is its value-in-use which is derived using a discounted cash flow model. The future
cash flows are adjusted for risks specific Lo the assct and are discounted using a pre-tax discount rate of
4.75%. 'This discount rate is derived using a 20-vear US treasury ralc adjusted for specific risks related to
country, industry and company.

Explovation and Production

The value-in-use is hased on cash flows expected to be generated by the projected oil and natural pas
production profiles up to the expiration of the licence agreement. Key assumptions used for the value-in-
use caleulations are as follows:
*  revenues were derived using projected production and future prices. This dala was oblained from
markel experls (See Nole 5(b));
* direct operating costs were projected based on past experience and available historical data on
lilling cosls;
= the time horizon used for the valuation of the reserves was fifty (30) yvears as this represents
Management's estimation of the economic productive life of the field al current rates of
exiraction;
= supplemental petroleum taxes and other levies on production volumes were calculated at
prevailing rates;
= the cash flow beyond the 5-year period were extrapolated using projections based on constant
prices and constant cosls;

No impairment losses were recorded during the year, but the Group recognised a reversal of previous
impairment losses of 53,189 (2013: impairment loss of $3,220; 2012: reversal of 518,604) with respect (o
one cash generating unit. It is estimated that an inerease in the cost of capital by 5% would not cause the
carrying amount 1o exeeed the recoverable amount,

In light of lower crude oil and gas prices subsequent to the vear ended 2014 September 30, a sensitivity
analysis was donc using average forecasl prices based on the 2015-2019 Business plan. The resulling
cash flows showed one cash generating unit as being impaired.

Explovation and Evaluation assets

In accordance with IFRS 6, exploration and evaluation assets are assessed for impairment annually or if
there are any indications that the assets might be impaired. There were no facts and circumstances
indicating that the Group should test these assets for impairment. The following indicators were
evaluated to determine whether these assets should be lested:

o the period for which the Group has the right to explore in the specific area;

» whether substantive expendilure on further exploration and evaluation in the specific area is
budgeted or planned;

« whether exploration and evaluation in the specific area have not led to the discovery of
commercially viable quantities and the Group has decided to discontinue such activities in the
specific area;

« sufficient data exist to indicate that, although a development in the specific area is likely to
proceed, the carrying amount ol the exploration and cvalualion asset is unlikely to be recovered
in full from successful development or by sale.
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8 Impairment of fixed assets (continued)

No awmounts related to exploration activities were written oft in the Stalement of Profil or loss and other
Comprehensive Income in the vear ended 2014 September 30 (2013 $4,530, 2012: $nil),

Fefining and Mavkeling

The Group assesses ils [ixed asscls [or possible impairment in circumstances which indicate that the
carrying values of the assets may not be recoverable, Such indicators include changes in the Group’s
business plans, changes in product prices leading to an unprotitable performance, low plant utilization and
evidence of physical damage. Tf there are low refining and marketing marging during an extended period,
the Group may need to recognise impairment charges. The Group cstimates value-in-use using a
discounted cash flow meodel. The key assumptions, to which the caleulation of value-in-use [or the
Refining and Marketing division is most sensitive, arc relinery gross margin, capital expenditure and
discount rate. The average value assigned to the refinery gross margin during the plan period is based on
*US$E9.15 per barrel. Tor the purpose of delermining value-in-use, risk-adjusted cash flows for a period
ol 19 years have been used at a discount rate of 4.75% per annum,

Refining and marketing recoverable amount exceeds ils carrying amount by $1,260,199. Based on
sensitivily analysis, a change of 1% in the cost of capital would change the value-in-use by 51,533,703,
A change in gross margin of *1U7S50,50/bb] would change the value-in-use by $4,519,601.

*Oil and gas prices quoted above ave not expressed in thousands of dollars.

9 Other costs related to exploration for and evaluation of vil and natural gas resources

There were no costs related to exploration aclivities thal were expensed in the yvear ended 2014 Seplember
30 (2013: $4,530; 2012: Bnil).

Assets and liabilities related to the exploration for and evaluation of mineral resources other than those
presented in Notes & and 7 above are as follows:

As at September 30
2014 2013 2012
Payable to contractors and operators b B498 3472 £ 11,387

Year ended September 30

2014 2013 2012
MNet cash used in operaling activities b - 5 (4,530) b -
Net cash used in investing activities F(421,907) 5 (20.673) $ (15577
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10 Retirement benefit asset/ (obligation)
0.1 Emplovec benefits
The majority of the Company’s employees participated in one of the Company’s two (2) pension plans

{the Plans). The Plans are of the defined benefit type and arc cstablished under Trust with the
following Trostees:

Pension Plan Membership Trustee
Petrotrin Employees’ Pension Plan - All employees excluding ex Republic Bank Limited — Trast
{(PEPP) Trintopee monthly rated and Asset Managemenl Division
emplovees

Trintopee Stafl Pension Plan (8P All ex-Trintopec monthly rated  EBC Trust Limited
cmployees
The SPP is exempt approved under the Income Tax Act whilst the PEPP is vet to be approved by
the Toard of Inland Revenue and registered with the Central Bank.

The Plans are funded to cover pension liabilities in respect of service up to the reporting date. They
are subject 1o independent actuarial valuations at least every three (3) years, on the basis of which
the independent qualitied actuary cerlifics the rate of employer’s contributions which, together with
the specified contributions payable by the emplovees and procceds [rom the Plans’ assets, are
expected to be sufficient to fund the benefits payable under the Plans,

Employees contribute to the Plans at a rate of 7% of pensionable pay (basic salary, wages and cost
of living allowance), reducing to 4% after 31 vears’ pensionable service. For the vear ended 2014
september 30, the employer's contribution rate was 14% of pensionable pay [or PEPP and SPP.

Page 43



Petroleum Company of Trinidad and Tobago Limited
2014 September 30

MNotes to the Consolidated Financial Statements (continued)
(Presented in Thousands of Trinidad and Tobago dollars)

10 Retirement benefit asset/(obligation)
10.1  Employee benefits (continued)

The Pension Plans pay:

»  Pensions calculated on the basis of service, accrual rate and pensionable salarv, and are
subject to a limitation of 66 2/3 % of [inal pensionable earnings. Upon retirement, the
member has an eption of either 100% monthly pension or 75% reduced monthly pension
plus a tax-free lump sum. The pension is gnaranteed for 15 years and payable for the
lifetime of the member;

®  Death after retirement benefit equal to a lump sum of three (3) months pensionable basic
earnings al time of relirement;

¢+ Death in service benefit of refund of contributions plus inlerest in addition to four (4)
times member’s annual pensionable earnings at the time of death;

e Disability benefil equal to 60% of pensionable earnings at time of disability for a fixed
period, but not after age 60:

e Spousal benefit of 50% of the pension the pensioner was in receipt of at the time of
retirement and 65% for Trinmar pensioners after guaranteed period expires.

A full independent actuarial valuation of the Plans was carried oul as at 2013 September 30 and revealed
that the funding level of the PEPP was 107% whilst that of the SPP was 147%. The aggregale market value
ol assets of the former Plans that now form the PEPP stood al $9,286,800 as at 2013 September 30 while
that of the 8PP stood at 51,754,300,

There are 2 sell-administered Medical Plans for healthcare in respect of emplovees and retirees of the
Compeny. All employees are eligible for membership in the Petrotrin Employees Medical Benefit Plan
and the Trinmar Plan, where the coverage includes major medical expenses, hospitalisation, dental and
optical care. All retirees are eligible for membership under the Petrotrin Retirees’ Medical Assistance Plan
and the Trinmar Plan where the coverage includes limited medical expenses, hospitalisation for surgery
anly, dental and optical carc. Provision has been made in respect of these medical benefits due to retirees
only. No cover is provided to former deferred pensioners even after their pension comes into paymen.,

An updated valuation of all of the Plans® assets and expected liabilities as at 2014 September 30, was
carricd oul by independent actuaries in accordance with the requirements of IAS 19 revised. This
valuation is based on the most recent full actuarial valuation at 2013 September 30, rolled forward to
reflect developments since that date which would have a significant effect on the defined benelit obligation
and service cosl and on up-to-date asset values, Financial assumptions used in the 2013 valuation are
revised to reflect prevailing current economic conditions while the demographic assumptions remain
identical to those used in the latest full actuarial valuation.

The charge to the Profit and Loss includes current service cost, net intercsl on net retirement
benefit/obligation, past service cost and administrative expenses,
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L0 Retirement benefit asset/(obligation) (continucd)

2014
Asset/(Obligation) in statement of
financial position:
Retirement benefit asset - Pension benefits  (a)  § 444,500
Retirement benefil obligation - Medical

As at September 30
2013 2012

5 476,000 h! 226,300

(2,604,500} _ {2.378.900)

(2,125,500 § (2,152,600)

Year ended September 30

benefits () (2,871,500
2014
Expense recognised in profit or loss:
Net pension cost (a) 5 (241400}
Net benefit cost (b) (199,800)
S (441,200}

{a) Retirement bencfit assct - pension benefits

2013 2012

boo(244,700) h {(154,800)
{182,900 {157,000}

$  (427,600) S (312,700)

The amounts recognised in the statement of financial position for both plans are determined as follows:

As at September 30
2013 2012
B (10,296,500 5 (10,031,300)
11,007,700 | 0,406,400

2014
Present value of defined benelil obligation $(10,421,200)
Fair value of Plan assets 11,314,700
Surplus 893,500
TIiffects of Asset Ceiling (449,000}
Net retirement henefit asset § 444500

711,200 375,100
(235,200) {148,800}

£ 476,000 $ 226300

This asset represents the present value of the reduction in luture contributions, as advised by the

acluarics.

Movement in present value of defined benefit obligation during the vear:

2014
Defined benelit obligalion at start of year £ (10,296,500)
Current service cost (265,500)
Interest cost {(301,200)
Members™ contribulions (83,600)
Past service cost s
Ee-measurements:
-Experience adjustimenls 178,000
-Actuarial gains from changes in financial
assumplions -
Benefits paid 549600
Defined benefit obligation at end of vear $ (10,421,200}

As at September 30

2013 2012
S (10,031,300) S (8,056,900)
(256,400) (210,500)
(487,800) (489,600
(82,900) (73,800)
- (1,200
5,400 (608,600)
o (1,044,600)
556,500 453,900

$ (102965000  $_ (10,031,300)
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100 Retirement benefit asset/(obligation} (continued}

(a)} Retirement benefit asset - pension benefits (continued)
Movement in Fair Value of Plan assets during the vear:

As at September 30

2014 2013 2012
Fair Value of Plan assets at start of vear $11,007,700 5 10,406,400 g 9.416,900
Interest income 542,900 512,500 SHO,900
Return on Plan assetls, excluding interest income (8,900 404,600 056,800
Company contributions L 65,000 163,400 137,100
Members' coniributions 85,600 82,900 T3,800
Benefits paid (549,600) (556,500 (433,900)
Administrative expenscs (5,800} (5.600) {5,200}
Fair Value of Plan Assets al end of vear £ 11314700 5 11,007,700 5 11,406,400

Movement in the asset recognised in the statement of financial position:

As at September 30

2014 2013 2012
Retirement henetit asset at start of year 5 476,000 % 0 228,300 b 892,800
Met pension cost {(241.400) {244,700) {154,800
Re-measurcment recognised in other
comprehensive income 44,900 331,000 {648, 800)
Company conlribulions paid _ 165,000 163,400 137.100
Retirement benefit asset at end of year 5 444500 % 476,000 b 226,300

Contribulions to post-cmployment benelit plans for the year ending 2015 September 30 are expected
to be approximately S163,000.

The amounts recognised as part of administrative expenses in profit or losses were determined as

follows:
Year ended September 30
2014 2013 2012
Current service cost 8 (2655000 5 (256,400) b (210,500)
Tnterest income on Plan assets 28,800 17,300 62,100
Past service cost - - {1,200)
Adminisirative expenses S {5,800 {5,600 (5,200}
Net pension cost (Note 27) 5 (2414000 § (244700} b {154,800
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10 Retirement benefit asset/(obligation) {continned)

{a) Relirement benefit asset - pension benefits (continued)

Re-measurcments recognised in Olher Comprehensive Income:
Year ended September 30

2014 Zm3 2012
Experience pains/{losses) 0 246900 % 410,000 % (996,400)
Effect of Asset Ceiling {202,000} B (79,0007 347,600
Re-measurements recognised in other
comprehensive income 5 44900 0§ 331000 % (6488000

The actual return on the Plan assets was:
As at September 30

2014 2013 2012
Actual return on Plan assels g 611LE00 8 L7100 % 1,237,700
The Plans® assels are fully invested in a diversified general portfolio fund managed by the various

Trustees. Asset allocation is as follows:
As at September 30

2014 2013 2012
Locally listed equities $ 3,641,000 S 3,507,600 g 3,149,100
Cheerseas equilics 1,638,700 1,503,500 1,117,500
Bonds 5,458,400 5,059 800 4,680,600
Morlgages 16,500 22,200 249 500
hutual Funds 100,400 97,400 291,700
Cash and cash cquivalents 459,700 817.200 1137200
Fair valuc of Plan asscls at end of year 811,314,700 b 11,007,700 £ 10,406,400

The principal actuarial assumplions used were as follows®:

As at September 30

2014 2013 2012
Discounl rate 5.00% 5.00% 5.00%
Fulure salary incresses 4.75% 4.75% 4.75%

* Rates shown are per annin

No allowance was made for increases to pensions in payment or deferment. This is consistent with the
basis used in previous yvears. Any pension increases granted are thus treated as a once-off event and
would give rise 1o a past service cost under LAS 12 in the vear of implementation, An allowance for
future administrative expenses of 0.5% of pensionable carnings was assumed in the respective years.

Assumptions regarding future mortality experience are set based on actuarial advice in accordanee wilh
published statistics. Post-retirement mortality is obtained from the Standard PMA (80) and PFA (20)
tables centred in year 2010 for cwrent pensioners and 2020 for fulure  pensioners.
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10. Retirement benefit asset/(obligation) (continued)

{a) Retirement henefit asset - pension benefits (continued)

These tables translate the average life expectancy in years and experience history of a pensioner
retiring at age 60 as follows:

Mortality assumptions;

As at Seplember 30

2014 2013 2012
Life expectancy at age 60 for current pensioners in years
Male 21.0 21.0 21.0
Female 251 25.1 2501
Life expectancy at age 60 for current members aged 40 in vears
Male 21.4 214 214
Female 254 25.4 254

Sensitivity Analysis

The calculation of the defined benelit obligation is sensitive to the assumptions used. The following
lable summarises how the defined benefit obligation as at 2014 Scptember 30, would have changed as
a result of a change in these assumptions.

1%pa higher 1%pa lower
b b
- Digcount Rate (1,061,100 1,303,900
- Future salary increases 347,000 {309,000)

An inerease ol one (1) year in the assumed life expectancies shown above would increase the defined
benefit obligation at 2014 September 30, by 5157,000,

The sensitivities were calculated by re-calculating the defined benefit obligations using the revised
assumptions.
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10. Retirement benefit asset/(obligation) (continued)
{(b) Relirement benefit obligation - medical benefits

Movement in Present Value of Retirement Benefit Obligation:

As at September 30

2014 2013 maz2
Retirement benefit obligation at start of year 52,604,500 § (2,378900%  $(1,855,700)
Clurrent service cost (71,9007 {66,000} {44,300
Interest cost {127,200 (116,900) (113,600}
He-measurements:
- Expericnce Adjustments {160,700 (134,2000 {42,300}
- Actuarial gains from changes in financial
assumptions - - (399,100}
Benefits paid by Company (net of retiree
contributions) 93.500 01,500 76,100
Retirement benefit ohligation at end of vear 5 (2.871.500) F (2,604,5007  _ $(2,378000)
Reconciliation of Opening and Closing Balance Sheet Entries:
As at September 30
2014 2013 2012
Retirement benefit obligation at start of vear (2,604,500 S (2,378,900} 81,855,700
Met benalil cost (199 800) {(182,900) {(157.900)
Fe-measurements recognised in other comprehensive
INCOC { 160,700) (134,200) {441,400)
Benefits paid by Company (net of retiree contributions) 03,500 91500 76.100
Retirement benefit obligation at end of year S (28715000  F (26045000 % (2.378.900)
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10. Retirement benefit asset/(obligation) (continued)
(b} Retirement benefit obligation - medical benefils (continued)

The amounts recognised as part of administrative expenses in profit or loss were determined as

follows,
Year ended September 30
2014 2013 2012
Current service cost b (71,0007 % (66,0007 % {44,300
Interest on retirement benefit obligation (1279007 (1169000  _  {113.600)
Nel benefit cost (Note 27) b (199,800 § (182,900 § {157,900

Re-measurements recognised in (ther Comprehensive Tncome:
Year ended September 30
2014 2013 2012
Expericnce gains/(losses) S (160,700} b (1342000 F {441,400

Summary of principal assumptions used were as follows®:
As at September 30

2014 2013 2012
Discount rate 5.00% 5.00% 5.00%
Medical expenses increases 5.75% 5.75% 5.75%

* Rates shown are per anmum,

Sensitivity Analysis

The caleulation of the defined benefit obligation is sensitive 10 the assumptions used. The following
table summarises how the delined benefit obligation as at 2014 September 30 would have changed as a
result of a change in the assumptions used,

1% pa higher 1%pa lower
8 $
- Discount Rate {400,400} 514,400
- Medical cxpenses increases S07,000 {404,400)

An increase of 1 year in the assumed life expectancics shown above would increase the defined benefit
obligation at 2014 September 30 by $153,000,

The sensitivilies were calculated by re-calculating the defined benelit obligations using the revised
assumplions.
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11 Avwvailable-for-sale financial instruments

Asx at September 30

2014 2013 2012
La Brea Industrial Development Company Limited
(LABIDCO) § 30,305 $ 3,983 b 3,982
Colonial Life Insurance Company Limited (CLICO) 2,229 2,060 2.010
Metal Industries Company Limited 191 192 192
Lake Asphall of Trinidad and Tobago (1975) Limited
(LAT'T) ) s 1 l

§ 32725 § 6236 § 6,185

Included above, is an investment in an associate — LABIDCO. TABIDCO is principally engaped in
the promotion and development of an industrial estale as well as marine infrastructure facilities at La
Brea. Petrotrin currently holds a 19% share of equity interest in this associate, and has significant
influence through representation on the Board of the investee and participation in the policy making
process, The Group recognised a share of profit of $26,407 during the year ended 2014 September
30 (2013 and 2012: $nil).

There were no disposals during the year and no impairment losses were recorded in the years ended
2012 September 30 to 2014 September 30. During the year ended 2014 September 30, the Group
recovered $14,005 related lo one of its investments, and in turn reversed the equivalent amount of
previously recognised impairment losses. These Investments are not rated.

12 Investment in joint venture
As at September 30
2014 2013 2012

World GTL. Trinidad Limited (WGTL TL) 8 1 % ] 5 |

World GTL Irinidad Limited (WGTL TL), a jointly controlled entity between World GTL 81 Lucia
Limited and Petrotrin, is a limited liability company incorporated under the laws of Trinidad and Tobago.
Petrotrin currently holds a 49% shareholding in WGTL TL.

Due to significant increases in capital construclion costs and the inability to meel project completion
dates for the Gas-to-Liquids plant being constructed by WGTL TL, Petrotrin in its capacity as lender
placed this jointly controlled entity in receivership on 2009 September 25, The asset was fully impaired
in the year ended 2009 September 30. No additional impairment losses or reversals of previous
impairment losses were recorded in the years ended 2010 September 30 to 2014 September 30,

No financial statements were received from WGTL Trinidad Lid for the years ending 2010 September
30 to 2014 September 30, Therefore, Petrotrin’s share of losses/profits could not be determined.

On 2011 February 01, the Receiver published a nolice advertising the sale of an unfinished Gas-to-
Liguids plant and other assets of World GTL TL, (See Note 37 (¢)).
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13 Net Deferred Income Tax Assets/(Liabilities)

Deferred income taxes are caleulated on all temporary differences under the liability method using tax
rates of 55% (Fxploration and Production Operations (E&P)) and 50% (Refining and Marketing
Operations {R&M)).

The movement of the deferred income tax account is as [ollows:

As at September 30

2014 2013 2012
At start of vear 5 1,866,668 % 08,683 % (1,270,247
Credit for the vear,
Recognised in protit or loss (Nate 31) 1,467,333 1,873,613 786,836
Fecognised in other comprehensive
income 57,900 (105.628) 3H2.004
At end of year P 3391901 % 1866668 §  OB683

Deferred income tax assets are recognised to the extenl that realisation of the related tax benelit is
probable,

Deferred income tax asscls and liabilities in the statement of financial position, and the deferred tax
credit to profit or loss, are attributable to the following items:

Asat 2013 (Charged)/Credited As at 2014
September 30 September 30
Other
comprchensive
Profit/(loss) income
b 5 5 5
Deferred income tax assets
Retirement benefit obligation 1,300 803 31,202 80,350 1,522,355
Proviaion for ahandonment 3,031,604 208,931 - 3840 535
WVacation leave payable 97,119 1,668 - 08,787
Interest payable 244 770 5,602 - 250,372
Tax losses carried forward 6,777,907 2094514 _ = 8.872,421
11,542,203 2.961.917 80350  _ 14.584.470
Deferred income tax liabilities
Accelerated Llax deprecialion (E&I') (2,251,639} (595,497) == (2,847,136)
Accelerated lax depreciation (R&M) (7,171,321} (589,694) = (5,061,015)
Retirement benefit asset (254,184) 48,734 (22,450) (227,900)
Exchange gain 1.609 {58,127) ) — {56.518)
(9.675,535) (1.494,584) {22.450) (11.192.569)
Net deferred income tax assets 866,668 1,467,333 57900 3,391,901
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13 Net Deferred Income Tax Assets/(Liabilities) (continued)

As at 2012 (Charged)/Credited Asat 2013
September 30 September 30
Other
comprehensive
Profit/{loss) income
b h 5 $
Deferred income tax asscts
Retirement henefit ohligation 1,270,333 207.224 (176,754) 1,390,803
Provision for abandonment 3,607,680 (576,076) - 3,031,604
Yacation leave pavable 2,544 4.570 - 97119
[nterest payable 267,304 (22,538) - 244770
Tax losses carried forward _ 4.661,743 2116164 - 6,777.907
98994513 _ 1.EBI9 344 {(176.754) 11.542.203
Defterred income tax lahilities
Accelerated tax depreciation (B&P) (3,152,539) 900,900 (2.251,639)
Accelerated tax depreciation (R&M) (6,521,806) (649,515) = (7.171,321)
Retirement benefit asset (120,844) (204,466) 71,126 (254,184)
LExchange gain {5.741) 7,350 -- 1,609
(9.800,930) 54,269 71,126 (0.675,535)
Net deferred income tax assets 98,683 1,873,613 (105,628) B06,068
As at 2011 (Charged)/Credited As at 2012
September 30 September 30
Other
comprehensive
Profit/(loss) income
b $ 5 h
Deferred income tax assets
Retirement benefit obligation 900,944 43,756 235,633 1,270,333
Provision for abandonment 2,032 467 1,575,213 - 3,607,680
Vacalion leave payable 73,924 18,625 - 02,549
Interest payablc 364,880 (97,581) - 267,308
Tax losses carried forward 3,102,101 1,559,642 -- _ 4.661.743
6,564,325 3,099,655 235633 9,899,613
Deferred income tax liabilities
Accelerated tax depreciation (E&P) (2,164,605) (98T 934) - (3,152.539)
Accelerated tax depreciation { R&M) (5,255,613) (1,266,193} -- (6.521.806)
Retirement benelil assel {476,755) 9,450 346,461 (120,844
[ixchange gain/(loss) 62,401 (68, 142) s {5,741
_ {7.834.5372) (2,312.819) 346,461 _ (9.B00,930)
Net deferred income tax assets {1,270,247) /86,836 _ 582,094 08683
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14 Income taxes recoverable

As at September 30
2014 2013 2012

$ 530,683 _§ 530,683 _§ 530683

These amounts represent overpayments of Petroleum Profits Taxes resulting from re-filing of tax
returns 1o claim previously un-utilised tax losses,

15 Cash in eserow - shareholder

As at September 30
2014 2013 2012
5 109,858 S 84839 0§ 71,949

The new land licences agreements effeclive in the year 2006, contain a clause requiring Petrotrin to
establish an cscrow account at an approved [inancial institution in the name of the Minister of
Inergy and Dinergy Aflairs. Cash reserves, calculated bascd on production volumes, are 1o be
accumulated in the account for use as a contingency fund for remediation of pollution arising from
Petroleum operations carried out under the licenses, as well as the eventual decommissioning of
wells and facilities in the licensed areas. The Minister has sole discretion to access these funds in
the event that Petrotrin fails to effect any environmental clean-up, properly abandon wells or
decommission facilities. However, once the Company fulfils all decommissioning obligations to the
satisfaction of the Minister, and upon determination of the license, the Minister shall return all
existing funds in the escrow account (o Pelrotrin,
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16 Loans receivable

As at September 30

2014 2013 2012

{(a) Point Fortin LNG Tixports Limited $ -- 5 1,529 5 3,386
{b) World GTL Trinidad Limited (WGTL TL) - - -
{c) World GTT. Tne. = -
{d) World GT'L Trinidad Limited (WGTL TL) in

receivership -- - = =il

3 o 8 1,929 P 3386
af which:
Current portion 5 - e 1,252 $ 1,877
MNon-current porlion ca o 677 1,509
At end of vear o - b 029 3386
Beginning of year b 1,929 % 3,386 § 5419
Disbursements 5,068 5,173 9,375
Impairment loss (Note 28) (5,008) {5,173) {9,373)
Reversal of previous impairment losscs (Nole 28) ] 420 468
Recoverics (2.013) (1,877 (2,500)
Exchange differences (4) - i)
End of vear $ - 8 1,929 S 3386
(a) This amount represenis a non-inlerest bearing loan, which was Petroirin’s share (19.5%) of Paint

(b)

(c)

Fortin LNG Exports Limited’s (PFLE) [unding request of its shareholders. Under the PFLE
sharcholders/Alfliates Facility Agreement of 2002 May 01, Pelrotrin along with the other
shareholders of PTLE agreed to cach make available a revolving working capital facility of an
amount up to a total of USS10,000 (TT$63,583) for an initial period to 2009 June 30, with any
outstanding amounts being repayable in full by 2009 December. This loan was fully repaid in 2014
July,

This loan arose from Petrotrin’s settlement on 2009 July 07, of a loan payable by WGTL TL to a
financial instilulion. As a result, 100% of the rights and interests of the Lender under its Credit
Agreement with “WGTL TL' were assigned to Petrotrin, On 2009 Seplember 25,  Petrotrin
cxercvised its rights under the assipned Credil Agreement to appoint a Receiver afler WGTL TL
failed to repay the subject loan on ils maturity on 2009 September 18, Due to insufficient cash flows
and following discussions with Management and the Receiver, this loan receivable became fully
impaired at 2010 September 30 (US$127 807/ TT$801,936)*,

The Guarantee Contribution Agreement of 2007 January 12 between World GTL Tne. and Petrotrin
caters for the funding ol cost overruns on the construction of the WGTL Trinidad Limited Gas-lo-
Liquids Plant, with periodic drawdowns. This loan represented shortfalls in the funding made by
World GTL Inc., which were met by Petrotrin (o a lotal amount of US$97,107/TT$609,862. These
amounts are o be repaid on the second anniversary of the dale of the respective disbursement, and
interest was accrued at 7.23% during the first year of disbursement and 7.73% thereafter. Due to
msufficient cash flows to service the WGTL TL loan, the World GTL Ine. loan became fully
impaired at 2009 September 30,
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16 Loans receivable (continued)

(d} At a meeting held on 2009 November 18 the Board of Dircelors agreed that all funds advanced by
Petrotrin to the Receiver will Torm a sceured loan between Petrotrin and the Receiver, al an interest
rate of 10.37% for a term of three (3) years with a one (1) year moratorium on principal repayment,

A full provision for impairment was recognised on this loan receivable at 2010 Seplember 30
(LIS$42.452/I1'S268,809*), Additional disbursements of TIS$791/TT$5,068* were made in the vear
ended 2014 September 30 (2013: USSE07/TTES5,173%; 2012: US$I 465/TTS9,375%). A full
provision was also made for these amounts,

* These USS amounts have been converied to TTS at the rates prevailing at the dates of the
respective transaeiions.

17 Inventorics
As at September 30

2014 2013 2012
Materials and supplies § 738642 8 599,562 5 650,838
Less: provision for obsolescence (69,724 (64.663) {73.208)
668,918 534,899 577,630
Crude oil 1,250,575 1,152,417 1,567,794
Refined products 2.183.738 2,705,017 2,868,084

S 4,103,231 § 4,392,333 $ 5,013,508

The Group recognised an increase of $3,061 (decrease of $8,545 and 518,468 in 2013 and 2012
respectively) in the provision for obsolescence of its inventorics,
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18 Reeeivables and prepayments

Trade receivables
Less: provision for impairment of trade receivables

Related Parties
Less: provision for impairment of receivables

Other receivables
Less: provision for impairment of other receivables

Trade and olher receivables excluding prepayments and
taxes

Taxes recoverable

Prepayments

Trade and other receivables including prepayments and
taxes

19 Cash and cash equivalents

Cash at bank and in hand
Shorl-term bank deposits

As at September 30

2014 2013 2012
$ 3,457,277 $ 4,192,596 $ 3,694,151
(62,1200 (115082) (60,158)
3,395,157 4,077,514 3,633,993
3,131,479 5,724,400 6,606,108
(194,783} (374,359) (265.815)
2,936,696 5,350,041 6,340,293
823,476 806,089 645,200
_(147.056) (149.904) (134.018)
676,420 656,185 511.182
7,008,273 10,083,740 10,485,468
3,534 2,466 1,191
330,065 284,420 236,098
$ 7,341,872 $ 10,370,626 £10,722,757

As at September 30

2014 2013 2012
$ 332,458 $ 372,587 S 278,829
1,475,842 1.923.444 1.600,720
§ 1808300  F 2,296,031  § 1,879,549

The weighted average elfective interest rate on short-term deposits was 0.26% (2013 0.18%; 2012:
0.13%). These deposits have an average maturily of one and a half (1.5} days (2013 and 2012: one

(1) day).
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20 Share capital

As at September 30

2014 2013 2012
Authorised
300,000,000 ordinary shares of no par value
(2014: 300,000,000 ordinary shares of no par value)
{2013: 300,000,000 ordinary shares of no par value)
(2012: 300,000,000 ordinary shares of no par value)
Issued and fully paid
300,000,000 ordinary shares of no par value
(2014: 300,000,000 ordinary shares of no par value)
(2013 300,000,000 ordinary shares of no par value)
(2012: 300,000,000 ordinary shares of no par value)
$ 2272274 § 2272274 8 2272274
21 Borrowings
The carrying amounts of borrowings are stated below:
As at September 30
2014 2013 2012
Gasoline Optimisation Project /Ulira Low
Sulphur Diesel Plant {a) $ 5351312 5 5395013 5 5,386,998
(iasoline Optimisation Project (a) 3,155,132 3,580,804 3,974,836
Other {b) 62411 62.711 62,711
Total borrowings (at fixed rates) $ 8568855 S 9038528 S 9,424,545
af which:
Current portion S 454479 % 458,016 % 457 440
MNan-current porlion 5114376 8,580,512 2967105
S 8568855 $§ 9038528 & 0424545
Maturity of non-current borrowings
Later than | and less than 3 ycars 5 TE5,890 ] 702,250 g TRO9.056
Between 3 and 4 years 393,910 397,030 395,764
5 years and over 6,934,576 7391217 7. 781,385
$ 8114376 § 8580512 5 8,967,105
Weighted average effective interest rates:
Year ended September 30
2014 2013 2012
- bank borrowings (medium and long-lerm) 8.36% B.26% B.16%
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21 Borrowings (continued)

a) Gasoline Optimisation Project/ Ultra Low Sulphur Diesel Plant
(a) Gasoline Optimisation Project! Ultra [ Sulphur Diesel

|-.|‘I:‘:i[.‘l'i[.lli"‘“. ......

Carrying value at 2014 September
E1)]

US$850 Million

| 1185.351.312

Carrying value at 2013 September
30

USS750 Million

TT$3,155,132

Carrying value al 2012 Seprember
30

Currency

Type of Noles offered by Petrotrin

Ralings

TT§5,395,013 TTH3,580,804
TTH5,386,008 TTH3, 874836
| usp UsD
Senior Unsecured Notes under 144 =enior Unsecured MNotes under 144
AReg 5 AReg 8

Baa¥/BBE by Moody's [nvestor
services and Standard and Poor's

Baa?/BBB+ by Moody's Investor :
Services and Standard and Poor's

B respectively respectively
Date of lnan 2009 August 14 2007 May 08
Fixed coupon rate 9.75% per annum 6.00% per annum
Yield 0.875% 0, 06G2%
Tenor 1) years | 15 vears o
Moratorium - 3 years on principal rtﬁay@pniu

Inleres! payments

Principal repayments

Payable semi-annually on August 14
and February 14 commencing on

| 2009 August 14

Payable semi-annually on May 08
and November 08 commencing 2007
May 08

Bullet

Maturity

24 equal semi-amual instalments on
each May 08 and November 08 of
LUS53 1,250 1I15200,503 beginning
MNovember 08,2010

2019 August 14

Redemplion

2022 May 08

Subject to optional redemp tion

Subject to optional redemption

The proceeds of the Notes are being used to finance the Gasoline Optimisation Project (GOP), and
to construct the Ultra Tow Sulphur Diesel (ULSD) Plant.

The GOP is an cxiensive upgrade of the refinery, which, upon implementation will enable Petrotrin to
produce increased volumes of higher qualily environmentally satisfactory gasoline. The GOP includes
the addition of an upgraded Fluidised Catalytic Cracking Unit (FCCU), a Naphtha Pre-Fractionation
Unit (PT'LI), an Isomerisation Unil, a Continuous Catalytic Regeneration Platformer Unit (CCR), an
Alkylation Unit/Acid Plant and all associated wtilitics and offsites. All plants achieved commercial
produclion during 2013,

The ULSD Plant is a high pressure, catalytic, hydrotreating process utilising the SynSat Heensed
process technology. Upon implementation, Petrotrin will produce improved quality diesel that will
meet new local and international quality speeifications. In addition, the new ULSD Plant will provide
additional value as it would enable our refinery to process a broader range of crude oils, and can result
in the substitution of relatively expensive crudes with some that are less expensive, improving overall
margins, Mechanical completion on this project is estimated at 2016 June,

Standard Tnvestment Grade covenants apply including limitations on liens, limitations on sale and
leaseback transactions and limitations on consolidation, merger and sale of assels.
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21

Borrowings (continued)

(a} Gasoline Optimisation Project! Ultra Low Sulphur Diesel Plant {continucd)

Petroirin is required to furnish to the Trustee and Holders of the Notes, ils quarterly and annual
audited financial statements. The former is due within 60 calendar days afier the end of each of the
first three financial quarters and the latter within 150 calendar days after the end of each fiscal year,
Failure to comply wilh the above reporling requirement does not constitute an event of default in
accordance with loan documentation,

(b) Other
As at September 30
2014 2013 2012
The National Gas Company of
Trinidad and Tobago Limited S 62411 § 62,711 S 62711

22

This represents the balance owed to NGC by Trintomar in respect of a Shareholders Loan provided to
meel the shortfall in funding required to complete the Pelican Development Project back in 1993,

This is an interest free, unsecured loan with no fixed terms of repayment. Whilst the lenders have
agreed not to request repayment of any part of this loan balance within the foreseeable future, the loan
is still repavable on demand.

Provisions

Decommissioning costs
As at September 30

2014 2013 2012
At start of year ¥ 5,698.825 8§ 6,772,205 § 3,849,502
Revised costs estimates 1,178,762 (1,484,448) 2,589,360
Charge to profit or loss:
- Finance charge (Note 28) 344,987 411,621 333,727
- Utilisation (2,954) (2,774) (2,14%)
Translation differences _ (56,573) 2.221 1.764
At end of year § 763047 § 5698825 S 6772205
af which:
Current portion 13,223 13,752 18,172
Non-currenl portion 7,149,824 5.685,073 6,754,033
At end of year 7,103,047 5,608,825 6,772,205

This represents Management's best estimated cost of dismantling exploration and production assets at
the end of the producing lives of the fields and the refinery at the end of its useful life and includes the
costs of environmental remediation.

The estimated decommissioning cost at the end of the producing lives of fields is reviewed annually
and is based on engineering estimates and reports.  Provision is made [or the estimated cost of
decommissioning at the reporting date. The provision has been estimated using existing technology, at
current prices, and discounted using a risk adjusted rale of 4.75% (2013: 6.15%; 2012 6.17%) per
annum, The increase in decommissioning costs in the year ended 2014 September 30 1s mainly due to
a lower discount rate (S1,099,356), combined with an increase cost structures ($80,556), The payment
dates of total expected future decommissioning costs are uncertain but are currently anticipated to be
between 2015 and 2030,
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23 Trade and other payables

Trade payables

Due to related parlics
Benefits due to emplovees
Acecrued expenses
Accrued interest

Oiher payables

Trade and other payables excluding statutory

liabilitics

Due ta Governmenl of Trinidad and Tobago
- Rovalties
- Taxes other than income taxes

Trade and other payables including statutory
liahilities

24 Short-term loans

Shorl-term loans

of 88 to 209 days (2013: 119 1o 180 days; 2012: 60 to 180 days).

2014
S 1,141,084
177,134
640,683
1,170,024
163,192
193,983

3,486,102

331,112
118,176

8 3,935,390

b 5,565.0006

As at September 30

2013 2012
$ 1,595051  § 1,369,975
189,800 213,688
596,656 636,561
1,564,862 1,403,344
165,399 184,388
203,707 196,239
4,315,475 4,004,195
310,150 308,822
172,613 193,442
§ 4798238  $ 4,506,459

$ 3,979968 § 3688914

Short-term loans during the year were unsecured with effective interest rates ranging from 0.97% to
1.63% (2013: 1.16% to 1.85%; 2012: 1.20% to 3.23%) per annum. They had varying maturity dates
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25 Revenue

Refined products sales

Matural gas sales
Crude oil sales
Royalty income

Matural gas liquids sales

Other

26 Other operating income

harine income
Processing fees
Income [rom uiilitics
Interest on receivables
Oiher income

Year ended September 30

2014 2013 2012
$ 27,274,110 5 30,178,270 5 35,504,255
T14,297 459 066 T17.519
444 605 494,308 555,469
737,235 714,543 762,846
79,421 63,626 38,030
976 1292 1.406

§ 29,250,644 $ 31911405 § 37,639,525

$ 51,329 § 46,994  § 58,023
2,902 2,644 2,448

44,556 48,209 63,386
153,992 152,269 141,527
53763 53,328 49,667

5 306,542 $ 303444 % 315,051
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27 Operating costs by nature

{a) The following items arc included in cost of sales; administrative expenses; markeling cxpenses
and other operating expenses from continuing operations:

Purchases

Production taxes

Employee benefits expense
{excluding retirement benefits)
(Note 259

Production and refining cxpenses

Movement in inventories

Amortisation of intangible asscls
{Note 7}

Depreciation (Note 6)

Operating lease rental

Loss on disposal of property,
plant and equipment and
intangible assels (Note 37)

Met benefit cost (Note 10)

Giain on foreign currency
exchange

Charge [or bad and doubiful debis
{Note 4.1 (b))

Dircelors and key management
remuneration {Note 35)

Increase in provision for
inventary obsolescence (Nole
15)

Met pension cost (Note 10}

(hther expenses

Total

Cost of sales

$
18,670,197
2,994,485

1,373,705
1,609,710
423,121

943,059
741,460
451,767

164,187

Year ended 2014 September 30

Administrative

CEPENSEs

$

199,800

237

11,115

5,061
241,400
22,936

1,253,386

Markeling Other Total
expenses operaling
expenses
S b A
" - 18.670,197
i - 2,994,485
121.264 - 2,257,880
= - 1,609,710
- - 423,121
2 9,600 052,650
) 13,874 755,334
4,962 = 466,655
o 19,319 19319
i - 199,800
- (41,711)  (41,711)
- e 164,424
G e 11,115
- 5,061
. - 241,400
57,628 724 147,544
__ 223,854 1,806 28,876,993
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27 Operating costs by nature {continued)

Year ended 2013 September 30

Cost of sales  Administrative  Markeling Other Total
gxpenses expenses operating
expenses
$ $ $ S $
Purchases 20,524,093 cs =z -~ 20,524,093
Production laxcs 3097212 - -- -- 3.097.212
Employee benefits expense

(excluding retirement benefits)

(Note 29) 1,415,815 726,499 60,561 — 2202875
Production and refining cxpenses [,582,302 ex -- -- 1,582,302
Movement in inventories 578,444 -- -- -- 578,444
Amartization of intangible assats

(Note 7) 1,281,994 -- - 7,795 1,280 789
Depreciation (MNote 6) 07,124 -- -- 12,421 019,545
Operating lease rental 207,928 16,706 902 - 315,536
Loss on disposal of properly,

plant and equipment and

intangible assets (Note 37) -- 5 - 5,775 5,780
Nel benelit cosl {(Note 107} -- 182,900 - - 182,900
Loss on foreign currency

exchange - -- - (4.548) (4,548}
Charge for bad and doubtful debis

(MNote 4.1 (b)) 180,471 (927) - - 179,544
Directors and key management

remuneration (Note 35) 5 g 504 - 9.504
Deercasc in provision Tor

inventory obsolescence (Note

15} {9,993) 1,444 -- -- (8,545)
Mol pension cost (Note 10} -- 244,700 -- - 244,700
Other expenses TLI51 53373 (7,124 {5897 123.411
Total 29,933,141 _ 1234208  __ 54339 _ 20854 31242542
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27 Operating costs by nature (continued)

Year ended 2012 September 30

Costof sales  Administrative  Marketing Other Tatal
expenses eXpenses operaling
EXpEnses
$ $ 5 5 $
Purchases 26,301,204 - -- -- 26,301,204
Production taxes 3,401,806 = -- - 3,401,806
Employce benefits expense

{excluding retirement benelils)

(Note 29) 1,338,008 771,236 60,435 - 2,170,669
Production and refining expenses 1,542,597 - -- - 1,542 597
Movement in inveniorics (R73,108) - -- - {(875,198)
Amortisation of intangible assets

{(Note 7} 865,071 - - 5,788 B70,859
Depreciation (Note 6) 611,144 -- - 10,485 621,629
Operating lease rental 298,602 14,884 B54 - 314,500
Loss on disposal of property,

plant and cquipment and

intangible assets (Note 37) -- 1,404 -- 1,737 3,143
Net henetit cost (Note 10) - 157,900 -- - 157,900
Loss on foreign currency

exchange = - -- 7,792 T.792
Charge for bad and doubtfil debts

(Mote 4.1 (b)) 211,229 1,112 - -- 212,341
Directors and key management

remuneralion (Note 35) -- 6,463 -- -~ 6,463
Decrease in provision for

inventory obsolescence {Note

15) 1,159 (19,627) - - (18,468)
Met pension cosl (Nole 107} - 154,800 - == 154,800
Other expenscs BEE20 632K 56,758 (1.43% 208,067
Total 33,785402  _ 1,152,102  __ 118,147 _ 24363 35,080,104

: -
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28 Impairment (write-back)/losses related to investments

Imipairmenl loss related to loans receivable:
- World GTL Tne.
-WGTLTL
- WGOTL TL in receivership

Faeversal of previous impairment losses:
-CLICO
-PFLE

-LATT

Nel impairment {(write-back)/losses

18

Year ended September 30

29 Employee bencefits expense (excluding retirement benefits)

Salaries and wages benefits
Allowances

Crvertime

(Oiher personnel costs

Medical services

Travel plan

Voluntary Seleclive Scparalion Plan
Iousing aid

Savings plan

Mational Insurance

30 Finance income and costs

- Bank borrowings
- Finance charge on decommissioning costs

(Note 22)

Finance costs
Finance income:
- Interest on short-term investments

Finance income and costs

9

2014 2013 2012
S -8 o & "
5,068 5,173 9.375
5 5,068 $§ 5173 % 9,375
{463) {174} (347)
(88) {420} {4a8)
{14,005} = I
b (14.556) % (594} 5 __ (815}
8 (9.488)  § 4,579 § 8,560
Year ended September 30
2014 2013 2012
1,482,686 S 1,443,904 5 1,262,299
199,564 191,225 350,134
340,597 319,608 304,225
37,408 47,523 72,400
61,053 69,067 50,250
23,534 26,571 39.759
387 1,735 1,013
20,714 20,819 20,930
31,242 33,128 28,325
60,695 49,205 41,325
5 2257T8ED 8§ 2202875 § 2,170,669

$ (6542060 § (667.312) §  (663,929)
(344,987) {411.638) (333.727)

$ 0 (999,193)  $ (1,078,950 §  (997.656)
3228 2,410 |.783

S (995965) § (1.076,540)) $ (995873

In the vear ended 2014 September 30, the Group incurred interest on borrowings of 717,647 (2013
$743,554; 2012 $748,363), of which $63.441 (2013 $59,799; 2012: $84.434) was capitalised as

interest on general borrowings, (See Notes 6 and 7).
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31 Tax

(a) Amounts recognised in profit or loss
Year cnded September 30

2014 2013 2012
Tax (benefit)expense;
Current tax % 1,388,796 5 1,74909a § 0 1,733,195
Deferred income tax (1.467.333) {1,873.613) {786,834}

§ (785371 S (124517)  $ 946359

The tax on the Group’s profit before tax differs from the theoretical amount that would arise using the
basic tax rate applicable to profits as follows:

Year ended September 30

2014 2013 2012
(Loss)/Profit before tax 5 (27987h % (108,812 5 1,870,039
Tax caleulated at a rate of 55% h 153,932 $ 59,848 5 (1,028,520)
- Expenses not deductible for tax purposcs (24,923) (26,101) (37,130
- Income not subject to tax 6,395 81,246 R47
- iffect of investment tax credit (uplift) 175,305 239,994 266,694
- Prior vear tax adjustment {14,558) {9,042) {170)
- R&M deferred taxes rate reduction (143,317) (135,621) {59,835)
- Difference due to translation {44,652) {3,984) 36,880
- Under provision of prior year income taxes (29,645) {51,825} {105.125)

$ 78537 S 124517 $  (946359)

(b) Amounts recognised in other comprehensive income:
Actuarial gains/(losses) on retirement  benefit

asset — pension benefils 44,900 331,000 (648, 8500)
Actuarial (losses)gains on retirement benefit

obligation — medical benefits (160,700) {134,200) (441,400)
Income lax {expense)benelil on acluarial

gains/{losses) 37,900 {105,625} 582094
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32

(a)

(b)

(<)

(d)

(e)

()

Contingent liabilities
Housing loan guarantee

The Group has guaraniced morigage-housing loans amounting to approximately $7,052 (2013: $8,076;
2012: $9,468) made by various financial inslitutions Lo its employees participating in the housing aid
scheme operated by the Company.

Letter of credit

The Group has an outstanding  letter of credit facility with a  financial  institution  for
§133,029/78520,922 (2013: 5133,257/US820,758; 2012: 8132,625/U8%20,664) which expires on 2014
December 31. This credit facility was established to mect Pelrolrin®s 15% share of its abandonment
liability with respect to its TSP Joint ¥Venture.

Litigation

Contractors’ claims against the Group amounted to $43,715 (2013: $330; 2012: $9,432).

There are a number of other legal claims against the Group amounting 1o $30,776 (2013: 829,316 2012:
$11,134) in the ordinary course of business, including employment and pollution. At present, il is not
possible to predict the outcome of such legal proceedings; however, the Group believes that they will be
resolved with no material impact on Group operations, financial position or liquidity.

Customs honds

Contingent liabilities of the Group in respect of custom bonds amounted to approximately $2,528
(2013: §3,483; 2012: $5,008).

Severance payments

The Group has several union agreements, which provide for severance pavinents on the retrenchment of
any member who has one or more years of service. If and when such retrenchment occurs the Group
shall negotiate with the union the amount of severance to be paid which will be in addition to any other
benefits to which the employee may be entitled, No provision has been made for such a contingent
liability in these financial statements.

Financial support guarantce
Further 1o a letter of guaranlee dated 1999 September 23, as the major shareholder in Trinlomar with

respect to abandonment liabilities, the Group has provided a guarantee of financial support in the event
Trintomar cannot meet its normal operating commitmen.

Page 68



Petroleum Company of Trinidad and Tobago Limited
2014 September 30

Notes to the Consolidated Financial Statements (continued)
{(Presented in Thousands of Trinidad and Tobago dollars)

33 Commitments
(a) Capital commitments
Capital expenditure contracted for at the reporting dale bul not vet incurred is as follows:

As at September 30
2014 2013 2012

Properly, plant and equipment _ 539,888 B 786348 8 KTSATY

(h) Operating lease commitments — where the Group is the lessee
There were no operating lease conunitments at 2014 September 30 (2013 and 2012: &nil)
The lease expendilure charged (o the profit or loss during the vear is disclosed in Note 27,

(c) Sales commitments

The Group has entered into long-term sales contracts with a number of ils customers. At the reporting
dale, these amounted Lo approximately 7,127,027 (2013: $6,578,128; 2012; 54 888 442). This is lor the
delivery of contracted volumes, The selling price used (o value the commitment is a formula based on
Platt’s reference price, which is then forecasted based on Petroleum Institute Research Associates
forecasts. Sales price al the actual date ol sale is based on the pricing formula referenced to the Platt’s

posting.
{d) Purchases commitments

Purchases commitments al 2014 Seplember 30 amounted to $nil (2013: nil; 2002; $490,230),
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34 Related party transactions

In the ordinary course of its business Pelrolrin enters into transactions concerning the exchange of
goods, provision of services and financing with affiliated companies and subsidiaries as well as with
entities directly and indirectly owned or controlled by the Government of the Republic of Trinidad and
Tobago.

Most significant transactions coneern:

+  Sale of relined products to ‘Irinidad and Tobago National Pelroleum Marketing Company Timited.
#  Purchase of natural gas from The National Gas Company of Trinidad and Tobago Limited.

e The exploration for and production of crude oil and natural gas through joint arrangements.

The following is a deseriplion of trade and financing transactions with related parties:

As at 2014 September 30

Gross Pavables Commitments
Name ol Company/Equity receivables
b $ b
The Governmenl of the Republic of Trinidad and
Tabago (GORTT) = = -
-Taxes and other Government take -~ 3487119 -
-Oither 115 116,978 -
Entities under common control
Trinidad and Tobagoe National Petroleum :
. 7 SN 7 23 —
Marketing Company Limited 758,630 el
The National (Gas C Fof Trinidad
e National Gas Company of Trinidad and 175 36.200 B

Tobago Limited
Joint ventures
World GTT. Trinidad Limited 82,931 S e

Point Fortin LNG Exportls Limited == - -=
Year ended 2014 September 30

Cost Revenue

Goods Services Goods Services
5 % $ 5
The Government of the Republic of
Trinidad and Tobago (GORTT)
- Taxes 4,030 426 - -
- Other 370,342 - EE
Entities under common control
Trinidad and Tobago National Petroleum 11,176 - 6,719,452 7,906
Marketing Company Limited
The National Gas Company of Trinidad 297,832 - - -
and Tobago Limited

Jointly venture
World GTL Trinidad Limited - s 17,784 -
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34. Related party transactions (continued)

As at 2013 September 30
Gross Payables Commitments
Name of Company/Equity receivables
5 b 5
The Governmenl of the Republic of Trinidad and
Tobaga (GORTT)

“Taxes and other Government take - 7758207 -
-Cither &4 171,465 -

Entities under common control

Irinidad and Tobago National Petroleum
Markeling Company Limiled

'l'h:: Nationa.i {-}%ﬂ Company of Trinidad and 121 50,149 B

Tobago Limited

Joint ventures
World GTL Trinidad Limited 75,758 =2 5,064
FPoint Forlin LNG Exports Limited 1,929 smis i

Year ended 2013 September 30
Cost Revenue

Goods Services Goods Services
5 5 $ ¥
The Government of the Republic af
Trinidad and Tobago (GORTT)
- Taxes - 4. 516,856 - -
- Other -- 355,192 - -

Entities under common control
Irinidad and T'obago National Petraleum 11,178 - 7047303 0,249
Marketing Company Limited

The National Gas Company of Trinidad 310,405 - - %
and Tobago Limited

Joint venture
World GTL Trinidad Limited - e 14,943 -
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34 Reclated party transactions (continued)

Name of Company/Equity

The Government of the Republic of Trinidad and
Tobago (GORTT)
~Taxes and other Government take
-Chther

Entitics under common control

Trinidad and Tobago National Petroleum
Marketing Company Limited

"The National Gas Company of Trinidad and
Tobago Limited

Joint ventures
Waorld GTL Trinidad Limited
Point Fortin LNG Exports Limited

The Government of the Republic of Trinidad
and Tobago (GORTT)
- Taxes
- Other

Intitics nnder commaon control

Trinidad and Tobago Mational Petroleum
Marketing Company Limited

The National Gas Company of Trinidad and
Tobago Limited

Joint venture
Woaorld GGTL Trinidad Limited

As at 2012 September 30

(aross
receivables

$

L7

6,236,140

1,261

60,771
3,386

Payables Commitments

$ S
6,918,057 -
1932391 =
279 -
47,249 25
4,454

Year ended 2012 September 30

Cosi
Goods Services
5 b
-- 4,752,840
- 377167
10,068 =
213,473 -

Revenue
Goods Services
b 5
7084630 4 984
14,293 -
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34

Related party transactions (continued)
Compensation of key directors and management personmel:

Compensation of persons with responsibility for key positions in plamning, dircetion and control
functions of Petrotrin Group companics, including executive officers (key Management personnel)
consist of the following:

Year ended September 30

2014 2013 2012
Short-lerm emplovees benefits S 1280 % £E833 % 5,001
L.ong-term emplovees benefits 835 671 472

5 11,115 % D504 % 6,463
Interest in joint operations

The Company has a shared control in the following joint operations which are all based in Trinidad and
Tobago:

As at September 30

2014 2013 2012
Effective Lffective Effective
Tnterest Interest Interest
Block 9 Unitisation — Oftfshore 19.50%, 19,5004 19.50%,
Cenlral Block A5.00% 35.00% 35.00%,
Fast Brighton Block 5 == 30.00%
Moruga West 40.00% 40,0084 A40,00%
Poinl Ligoure -- - S0.00%,
Point Ligoure, Guapo Bay, Brighion Marine 30.00% 30.00% --
(PGB)
South East Coast Consortium [ 6.005% 16.00% 16.00%
South West Peninsula 27.50% 27,500 27,500
Barrvlands *E’ Block 25.00% 25.00% 25.00%
Teak, Samaan, Poui (TS | 5.00% 15.00% 15.004%
Block 1a 20.00% 20.00% 20.00%
Block 1b 20.00% 20.00% 20.00%
Block 22 10.00% 10.00% 10.00%,
Block 3A 15.00%, 15.00% 15.00%
Cialenta 35.00% 35.00% 35.00%
Guayaguayare Shallow 35.00% 35.00% 35.00%
Guayaguayare Deep 20.00%, 20.00%, 20.00%,
Ceniral Range Decp -- -- 20.00%,
Central Range Shallow - -- 35.00%,
Block 2ab -= - 35.00%
Mayaro/Guayaguayare 30.00% 30.00% 30.00%,
NCMA 2 20.00% 20.00% 20,008,
NCMA 3 20,0084 2000084 20.00%
NCMA 4 20.00%4 200.00%, 20.00%
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35. Interest in joint operations (continued)

These joint operations arc involved in the exploration for and production of crude oil and natural gas,
They represent unincorporated, jointly controlled operations. The Company’s interest in lhe assets,
liabilitics and expenditures of these ventures are included in the relevant components of the Company s
financial statemenis,

The following table sets out summarized financial data of the Company’s share of the assets and
liabilities and malterial revenue and expenses of these jointly controlled operations. These amounts
are included in the Company’s stalemenl of [inancial position and profit or loss and other
comprehensive income:

Joint operations

Block 9 —  Teak, Central South East  Other Total
Offshore Samaan, Block Coast
Poui (TSP) Consartium
As at 2014 September 30
Assets: $ $ $ $ $ $
Property, plant
and equipment T73.073 425,522 242,297 108,943 193,923 1,743,757
Current assets 108,164 71,235 18,690 44,740 6,748 249 586
Liabilitics:
Current liahilities -- - 36,220 08,401 6,081 140,702
Commitments 23,511 49247 15,1594 3,631 9,500 101,083
Year ended 2014 September 30
Revenue 605,975 452,655 165,738 257231 35,053 1,536,632
Cost of Sales {402,619) (350,531) (146,196) {90,565) (16,086} (1,005,997)
Income tax
expense (150,627) (104,095)  (81,273) (118,942) (35.366)  (490.303)
As at 2013 September 30
Assets: 5 b bt 5 b b
Property, plant
and cquipment 940,471 267,665 296,361 88,134 175,926 1,768,559
Current assets 140,151 Ao.936 20481 68,413 5,501 313,492
Liabilities:
Current liabilities -- 41,204 TH.326 20,031 138,651
Commitments 53,407 52,544 19,035 4,674 12,462 142,122
Year ended 2013 September 30
Revenue 365,449 474,397 131,208 322,353 314,555 |,607,962
Cost of Sales (456,949) (373,074)  (130,718) (87,293) (35,780) (1,083,814)
[ncome tax
CXPCISe 35,877 {39,215 (57,305) {147,103} (221.146)  (428,894)
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35. Interesi in joint operations {continued)

Joint operations

Block 9 — Teak, Ceniral South East  Other Total
(Hizhore Sameaan, Block Coasl
Poui (TSP) Consortium
As at 2012 September 30
Assets: s o 5 & b b
Properly, plant
and equipment 1,041,861 270,10 331,414 112,782 [ 46,058 1,902,216
Current assets 137,302 1,060 101,788 65,614 3,065 307,820
Liabilities:
Current labililics -- -- 50,506 80055 26,600 166,161
Commitiments 43,761 58,061 39401 3.577 15,928 60,728
Year ended 2012 September 30
Revenue T20,730 488,771 53,445 345,007 -- 1,607,962
Cost of Sales (450,015) (361,372)  (122,178) (108,380) (41,869) (1,083 814)
Income tax
expense (153,748) (77.847) (23.150) (159,496) (14,652)  (428,893)

The commitmenis related solely to expenditure for which vendors have been contracted. There are no
contingencies related to the Group’s interest in these ventures.

There are no conlingencies related to the Group’s interest in the joint ventures. No disclosure of
amounts relating to the completion of the Gas-to-Liquids Plant has been included as work has
temporarily ceased. These commitments related solely to expenditure for which vendors have been
contracted.
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Notes to the Consolidated Financial Statements (continued)
(Presented in Thousands of Trinidad and Tobago dollars)

36 Cash generated from operations

Reconciliation of profit before tax to cash generated from operations:

Ycar ended September 30

Mote 2014

Operating Activities
(Loss)Profit belore tax 5 (279.877)
Amortisation of intangible asscts 7 052,659
Utilisation of decormmissioning provision 22 (2,954)
Depreciation 6 755,334
Impairment losses related to investments 5,068
Impairment write-back relaled 1o
investments (14,556)
Foreign currency translation loss/{ gain} 25,584
Finance costs A0 Q09,193
Finance income a0 {(3,228)
Loss on disposal of properly, plant and

equipment and intangihle assets 27 19,319
Share of profit of associate 10 (26,407)
Met pension cost 10 241,400
Met benefit cost 10 199,800
Taxes other than income taxes 1,644,693
Pension contributions paid 10 {165,000)
Post-employment medical henefits paid 10 {93,500
Changes in working capital:
Decrease/{Inerease) in accounts

receivables and prepayments 3,028,877
Decrease/(Increase) in inventories 283,006
{Decrease)/Tncrease in other liahilitics (1,325.013)

Cash generated from operations $ 6244398

2013 2012

$ (108,812) § 1,870,039

1,289,789 870,859

(2,774) (2,148)

919,545 621,629

5,173 9,375

(594) (815)

5,248 (22,581)

1,078,950 997,656

(2,410) (1,783)

5,780 3,143

244,700 154,800

182,900 157,900

1,797,360 2,083,205

(163,400) (137,100

(91,500) (76,100)

352,145 (2,405,369)

621,566 (1,087.217)
(104,786) 248,145

$ 6028880 § 2787348

In the cash flow statement, proceeds from sales of property, plant and equipment and intangible assels

COMprise;
Year ended September 30
2014 2013 2012
Net book value{Notes 6 and 7) b 19,527 5814 % 3,433
Loss on disposal (Note 27) (19.319) {3.780) {3.143)
Proceeds from sales 5 208 34§ 230
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37 Subsequent events

(a)

(b)

Contingent liabilities - Letter of credit

The Group has an owslanding leller of credit facility with a financial instilution for
5133,029/U8%20,922 (2013: $133,257/US$20,758; 2012: $132,625/U5%20.664) which Expires on
2014 December 31, This credit facility was established to meel Petrorin’s 15% share of its
abandonment liahility with respect to its TSP Joinl Venture.

Loans receivable from World GTL Inc.

Pursuant to the Guarantee Contribution Agreement of 2007 January 12, relating to World GTL
Trinidad Limited’s ("WGTL Trinidad™) Gas-to-Liquid project (the “GTL Project™), Petrotrin
funded cost overruns which were required to be borne by World GTL Tnc.

On 2010 February 23, apparently in response to Petrotrin’s appointment of the Receiver as
described in section 37(c) below, World GTL Inc. and World GTL of St. Lucia Lid. (the “WGTL
Parlics™) filed a complaint against Petrotrin in the US District Court for the Southern District of
New York ("SDNY™) (the “WGTL Lawsuit™). The complaint arises oul of the GTL Project and
alleges frand, negligent misrepresentation, breach of contract, unjust enrichment, negligence and
expropriation, and secks damages of at least US$2.0 hillion (TT$12.7 billion). On 2010 June 08,
Petrotrin filed a motion to compel arbitration of all claims asserted by WGTL Parties in the WGTL
Lawsuil and to stay this lawsuil. On 2010 August 11, Judge Lawrence McKenna of the SDNY
granted Petrotrin’s motion and issucd an order staying the WGTL Lawsuit and compelling the
WGTL Parties to bring any such claims betore the London Court of International Arbitration (the
“LCTA™). On 2010 August 25, the WGTL Parties filed a motion for reconsideration of Judge
McKenna's 2010 August 11 order. Judge McKenna denied the motion for reconsideration on 2010
Cretober 22, On 2010 September 08, the WGTL Parties also filed a notice of their intent to appeal
Judge McKenna's 2010 August 11, order (o the United States Court of Appeals for the Second
Circuit. Om 2010 October 26, the WGTL Parties withdrew their appeal without prejudice.

On 2010 February 24, Petrotrin commenced arhilration against the WGTL Parties in the
International Clourt of Arbitration of the International Chamber of Commerce (the “ICC™) seeking
an adjustment of Petrotrin’s equity interest in WGTL Trinidad as required by the Guarantee
Contribution Agreement, as well as damages.

On 2011 March 16, Petrotrin submitted its particularised Statement of Claim to the ICC, On 2011
Aungust 24, the WGTL Partics filed their Statement of Defence, as well as an application for leave
to assert a counterclaim against Petrotrin,  The arbitral tribunal denied the WGTL Parties’
application on 2011 October 05. Petrotrin filed its Statement of Reply on 2012 February 27, and the
WGTL Parties f[led their Rejoinder on 2012 April 16, The hearing on the merits took place on
2012 May 08 and 09,
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37 Subsequent events (continued)

(b) Loans receivable from World GTL Inc. (continued)

On 2012 November 29, the Final Award was issued by the 1CC Tribunal which declared that the
WOTL Parties breached their obligations under the Guarantee Contribution Agreement and ordered
the WGTL Parties to transfer 9398211 common shares of WGTL Trinidad to Petrotrin, The
Tribunal also ordered the WGTL Parties to transfer additional common shares of WGTL Trinidad to
Petrotrin as compensation for accrued inlerest, and further ordered the WGTL Parties to pay the
majorily of Petrotrin’s legal fees and expenses in the arbitration.

On 2013 March 01,the WGTL parties sent to counsel for Petrotrin a Notice of Application for an
order setting aside the portion of the ICC Tribunal’s Final Award ordering the WGTL Parties to pay
Petrotrin’s costs, which was filed in the Superior Court of Justice (Ontario). Pelroirin has engaged
attorneys Lo defend the said application. To date Petrotrin has not been served with the Application
Record.

On 2011 November 04, the WGTL Parlics [iled a request for arbitration (the “RFA™} apainat
Petrotrin in the LCIA.  The RFA arises out of the GTL Project and alleges breach of implied
contractual terms, breach of fiduciary duly, and deceit. The RTA also sceks unspecified damages.
Petrotrin filed its Response to the RTA on 2011 December 5. The WGTL Parlics filed their
Statement of Claim on 2012 March 23, in which they allege hreach of fiduciary duty and repudiatory
breach of the Project Agreement and seck damages of USS211.1 million or US$227 million,
depending on the interest rate applied by the arbitral tribunal,

Petratrin filed its Statement of Delense on 2012 July 02, the WGTL Parties filed their Statement of
Reply on 2012 October 26, and Petrotrin filed its Rejoinder on 2012 December 21, The hearing on
the merits was adjourned at the request of the WGTT. Parties to 2013 September 30 to 2013 OQctober
04, The hearing was held as scheduled. Petrotrin vigorously defended against the claims of the
WGTL Parties. The LCIA issued its judgment on 2014 April 24 dismissing all of the claims made
by the WGTI. Parties and ordering them (1) to bear the costs of the arbitration and (2) to pay
Petrotrin for its legal costs,

The Parties have entered into a Selllement Agreement dated 2015 April 07 and on 2015 April 08
requested that the Court (Southern District of New York) order entry of Consent Judgments
Confirming Final Arbitralion Awards in both the ICC and LCTA arbitrations, Petrotrin will deliver a
satisfaction of judgement upon receipt of the agreed deliverables under the Settlement Agreement.

Sale of assets of WGTL Trinidad Limitecd

On 2009 September 25, Petrotrin appointed Brian Hackell of Pricewaterhouse Coopers Ltd as the
receiver (the “Receiver”) of World GTL Trinidad Limited (“WGTL Trinidad™) following WGTL
Trinidad’s default on a loan from Petrotrin to WGTL Trinidad. Petrotrin appointed the Receiver in
its role as a secured lender of WGTL Trinidad and pursuant to the terms of a mortgage debenture
between WGTL Trinidad and Credit Suisse, which Credit Suisse assigned lo Petrotrin in July 2009,
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37 Subsequent events (continued)

(c) Sale of assets of WGTL Trinidad Limited (continued)

On 2011 February 01, the Receiver published a notice (the “Notice™) in local and foreign
newspapers adverlising the sale of an unfinished gas-to-liquids (“GTL") plant and other asscls of
WGTL ‘Irinidad.  The Notice states that the GTL plant “is now in the completion phase with
significant construction completed” and that the GTL plant and other related assets are being sold
“on an as is where is hasis” (emphasis in original), with the purchascer being responsible for the
payment of all outstanding rates and taxes. The sale is also contingent upon the purchaser obtaining
certification from the Trinidad and Tobago Ministry of Energy and Energy Affairs. The Nolice
[urther states that “the Receiver is under no obligalion to accept any of the ofTers received.”

Lxpressions of inlerest were received from several companics, both local and international. An
exclusivity agreement was signed between WGTL Trinidad, the Receiver and a Preferred Investor,
This agreement expired and the Preferred Investor commercial offer to acquire the charged assets of
WGTL Trinidad is being considered by Petrotrin, The proceeds of any commercial arrangement
will be used to repay WGTL Trinidad’s current indebtedness to Petrotrin,
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Independent Auditors' Report to the Shareholders of
Petroleum Company of Trinidad and Tobago Limited

We have audited the accompanying parent company financial statements of Petroleum Company of
Trinidad and Tobago Limited (the Company), which comprise the statement of [inancial position as at
September 30, 2014, the statements of profit or loss and other comprehensive income, changes in equity
and cash flows for the year then ended, and notes. comprising a summary of significant accounting
policies and other explanatory information.

Management's Responsihility for the Financial Statements

Management is responsible Tor the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards and for such intemal control as management
determines 1s necessary to enable the preparation of financial statements that are free [rom material
misstatement, whether due 1o raud or crror,

Auiditors' Responsibility

Our responsibility is to express an opinion on the financial statements based on our audit, We conducted
our audil in accordance with International Standards on Auditing,  Those standards require that we
comply with ethical requirements and plan and perform the audit (o0 obtain reasonable assurance about
whether the financial statements are free from material misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the Mnancial stalements, The procedures selected depend on our judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due 1o fraud or error. In making
those risk assessments, we consider internal controls relevant to the entity's preparation and fair
presentation of the fnancial stalements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectivencss of the entity's internal
controls,  An awdit also includes evaluating the appropriateness of accounting policies used and the
reasonahleness of accounting estimales made by management, as well as evalusting the overall
presentation of the financial statements.

We believe that the audit evidence we have oblained 1s sulfficient and appropriate to provide a basis for
our audit opinien.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the tinancial posilion of the
Company as at September 30, 2014, and its financial performance and cash lows for the year then ended
in accordance with International Financial Reporting Standards.

KOG

Ch@cmu ntants

April 27, 2015
Port of Spain
Trinidad and Tobago
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Petroleum Company of Trinidad and Tobago Limited
Company Statement of Financial Position
(Presented in Thousands of Trinidad and Tobago Dollars)

As al September 30

Note 2014 2013 2012
ASSETS:
MNon-current assets
Property, plant and equipment o 5 19,988 426 £ 19,777,030 5 19251,366

Intangible assels and goodwall 7 7,642,042 6,262,204 T34 718
Retirement benetit asset — pension benetits 10 444 500 476,000 226,300
Availahle-For-sale financial instrumentls I 48,620 4,176 4,175
[irvestments in subsidiaries 12 2,225 2,225 2225
fnvestment in joint venture 13 1 1 1
Met deferred meome tax asscts E 3.391,90% 1,853,870 05,176
[ncome taxes recoverable 15 530,506 530,506 530,506
Cash in escrow- sharehalder I3 109858 g4,830 71,844
Loans receivable 17 e 677 1,509
32,158,093 28,991,623 28,122,925
Current assets
[hventaries 15 4, 100,177 4,355,690 5,009,004
Loans receivable 17 - 1.252 1877
Receivables and propayments 149 T.341,060 10,368,307 10,713,661
Cash and cash equivalents 20 1.745,015 22232322 1.A824,544
13.186,252 16,977.580 17,551,146
Tolal assels 545344345 $ 45969203 8 45674071
EOQUITY AND LIABILITIES:
Capital and reserves attributable to eguity
holders of the Company
Share capital 21 2272274 2,272,274 2272274
Retained sarmings Q7312033 0941219 Q828,773
Currency translation ditferences 161.880 267,841 Z6E,012
Total equity 12,167.087 12.481.384 12.369.059
Liahilitics
Non-current linbilities
Rorrowings 22 8,114,376 ®.580,512 8,967,105
Retrement benefit obligation — medical benefis i} 2,871,500 2,604,500 2,378,900
Provisions 23 7,136,724 SATLLSED &, 740,586
18.122.600 16,856,542 18,086,591
Current liabilities
Trade and other payables 24 3928427 4,793,131 4 505004
Current tax liabilites 5,155,934 744007 6,611,602
Current portion of long-term borrowings 22 392,068 3495305 304,729
Short-term loans 25 5,565,006 3970068 3,688,914
Provisions 23 13,233 13.752 18,172
15.054,658 16,631,227 15218421
Total liabilities 33177258 33.487.819 33,305,012
Total equity and liahilities 345344345 $ 45969203 5 45674071

The notes on pages & to 75 are an integral part of these financial statements,

Oin 2013 April 27 the Board of Directors of Petroleum Company of Trinidad and Tobago Limited authorised these

company financial statements for issue,
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Petroleum Company of Trinidad and Tobago Limited
Company Statement of Profit or Loss and Other Comprehensive Income
(Presented in Thousands of Trinidad and Tobago Dollars)

F.evenue
Cost of sales
Gross profit

Administrative expenses
Marketing expenses

Other operating expenses
Impairment write-back/(losses)
Oiher operating income
Operating profit

Finance income
Finance costs
Net finance costs

(Loss)/Profit before tax
[ncome tax benefit/{expense)
(Loss)/Profit for the vear
Other comprehensive income

Items that will never be reelassified to profit or loss:

Currency translation differences

Actuarial gains/(losses) on retirement benefit asset —

pension benefils

Actuarial (losscs)prains on retirement benefit

obligarion — medical benefits

Income tax benefit/{expense) on other comprehensive

income

Other comprehensive (loss) income, nel of tax
Total comprehensive (loss)fincome

Nole

26
28

28
28
28

29
Pl

31
31

31

Year ended Seplember 30

2014 2013 2012
$ 29,248928 § 31,880,097 § 37,561,691
(27,385,086) (29,895,998) 33,770.648)
1,863,842 1,984,099 3,791,043
(1,203,902) (1,232,479) (1,150,502)
(223,854) {54,339) (118,147)
(55) (20,202) (24,500)

9,025 (4,753) (8,907)
306,444 303310 360,094
751,500 975,636 2,849,081
3,003 2257 1,889

{998, 288) {1.078,905) (996,961
(995,195) (LO76,648) _  (995.072)
(243,695) (101,012) 1,854,009
93,309 122,286 (910.589)
(150,386) 21,274 943,420
(106,011) (121) 10,624
44,900 331,000 (648,800)
(160,700) (134,200) (441,400)
57,900 (105,628) 582,094
(163,911) 91,051 (497.482)

S (314.297) § 112,325 S 445,938

The notes on pages 6 1o 75 are an integral part of these financial statements,
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Petroleum Company of Trinidad and Tobago Limited

2014 September 30
Company Statement of Changes in Equity

(Presented in Thousands of Trinidad and Tebago dollars)

Balance at 2013 September 34
Profit for the year
Other comprehensive income:

Currency translation differences

Actuarial gains on defined benefit asset

Actuarial losses on detined benefit obligation
Income tax benefit on other comprehensive income
Tolal other comprehensive income

Total comprehensive income ot the period
Balance at 2014 September 30

Balance at 2012 September 30

Profit for the vear

Other comprehensive income:

Cwrrency translation differences

Actuarial gains on defined benefit asset
Actuarial losses on defined benefit obligation
[ncome tax on other comprehensive income
Total other comprehensive income

Total comprehensive income for the period
Balance at 2013 September 30

Balance at 2011 September 30

Profit for the year

Other comprehensive income:

Currency ranslatdon differences

Acluarial losses on defined benefit asset

Actuarial losses on defined benefit obligation
Income tax benefit on other comprehensive income
Total other comprehensive income

Total comprehensive income [or the period
Balance at 2012 September 30

s Currency :
;l:::::l I.|:anslulit;n E;::::::: Total
differences
5 5 % $
2,272,274 267,89 0,941,219 12,481,384
- - (150,386} {150,386}
- (106,011} - (106,011)
- - 44,900 44,900
- - {160,700) {160,700
- -- 37,900 57,900
- {106,011} (57.9007 (163,911}
- (106,011} {208.286) (314,297}
2,272,274 161,880 9,732,933 12,167,087
2,272,274 208,012 0.828.773 12,369,059
- - 21,274 21,274
-- (121} {121)
- 331,000 331,000
- (134,200} {134,200
-- - (105,628) (105,628)
- {121} 91,172 21,051
- {121} 112 446 112,325
2,272,274 267.891 0,941,219 12,481,384
2,272,274 257,388 9,393,459 11,923,121
- -- 943 420 943,420
10,624 10,624
- (648,800} (648,800
- (41,4007 {41,400
-- - 382,094 582,094
- - 10,624 {508,106} (497 482
- 10,624 435,314 445938
2,272,274 268.012 0.828.773 12,369,059

The notes on pages 6 1o 75 arc an inlegral parl of these financial statements,
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Petroleum Company of Trinidad and Tobago Limited

2014 September 30

Company Statement of Cash Flows

(Presented in Thousands of Trinidad and Tobago Dollars)

Cash flows from opcrating activities
Cash generaled from operations

Tax paid

Met cash from operating activities

Cash tlows from investing activities
Purchases of property, plant and equipment and

intangible assets

Proceeds [rom sale of property, plant and
equipment and intangible assels

Amounts deposited to sharcholder escrow account

Recovery of loans and advances to subsidiary

Recovery of amounts previously held in escrow

Recovery on loans (o relaled parlics

Disbursements of loans Lo related partics

Interest received

Net cash used in investing activitics
Cash flows from financing activitics
Froceeds from shorl-lerm loans
Repayments of shorl-term loans
Repayments of long-lerm borrowings

Interest paid

Net cash from/(used in) financing activitics
Currency translation differences relating to
cash and cash equivalents

{Decrease)/Increase in cash and cash equivalents
Cash and cash equivalents at start of year

Cash and cash equivalents at end of year

Note

37

37

20

Year ended September 30

2014 2013 2012
S 6255916 § 5997682 § 2,696,615
(53240000 _ (2,700,000) (1.829)
931.916 3297682 2,694,786
(1,701,242)  (1,786,791)  (2,101,088)
208 34 200

2 (59,703) -

- 75,647

2 = 116,112

16,018 1,877 2,500
(5,068) (5,173) (9,375)
2959 2,257 1,883
(1,687,125) _ (1.847.499) _ (1.914,031)
12,145,804 9,520,265 10,139,288
(10,527.866)  (9,226,854)  (9,880,396)
(391,281) (391,281) (701,737)
(925.586) (961.891) _ (1,040,621)
301.071 (1,059.761) __ (1,483.466)
(23.169) 5.356 3.523
(477,307) 395,778 (699,188)
2.222.322 1,826,544 2,525,732
$ 1,745,015 $ 2222322 § 1,826,544

The noles on pages 6 to 75 are an integral part of these financial statements,
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Petroleum Company of Trinidad and Tobago Limited
2014 September 30

Notes to the Financial Statements

(Presented in Thousands of Trinidad and Tobago Dollars)

2.

Reporting entity

Petroleum Company of Trinidad and Tobago Limited, PETROTRIN (the *Company’) is incorporated in
the Republic of Trinidad and Tobagoe and is primarily engaged in integrated petroleum operations which
include the exploration for, development and preduction of hydrocarbons and the manufacturing and
marketing of petroleum products. The sole sharcholder 1s the Government of the Republic of Trinidad
and Tobago (GORTT). The registered office is the Administration Building, Pointe-a-Pierre, Trinidad
and Tobago, West Indies.

Basis of preparation

(a)

(b)

(c)

Statement of compliance

These Company [nancial statements have been prepared in accordance with International
Financial Reporting Standards (IFRS) as issued by the International Accounting Standards Board
and effective for the vear ended 2014 September 30,

‘The accounting policies that follow have been consistently applicd 1o all years presented.

"The Company has prepared these stand-alone statements to file with the Registrar of Companics
in accordance with the Companies Act of Trinidad and Tobago (1995).

Users of these stand-alone financial stalements should read them with the Group’s consolidated
financial statements as at and for the year ended 2014 September 30, in order to obtain full
information on the financial position, results of operations and changes in [inancial position of the
Group as a whaole.

Basis of measurement

The financial statements have been prepared on the historical cost basis, except for the defined
benefit asset which is recognised at the net total of the plan asscls, less the present value of the
defined benefil obligation and the effect of the asset ceiling test.

Foreign currency translation
Functional and presentation currency

ltems included in the financial statements are measured using the currency of the primary
economic environmenl in which the Company operates (“the functional ¢urrency™). The United
States dollar is the Company’s [unctional currency. The financial statements are presented in
Trinidad and Tobago dollars, rounded to the nearest thousand, which is the Company’s
presentation currency.  This is because its main stakeholders are the Government of the
Republic of Trinidad and Tobago, the Ministry of Finance and its employees,

T'ransactions and balances

Foreign currency transactions are translated into lhe functional currency using the exchange
rales prevailing at the dates of the transactions. TForeign exchange gains and losses resulting
from the settlement of such transactions and from the translation at vear-end of monclary assets
and liabilities denominated in foreign currencies are recognised in profit or loss.
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Petroleum Company of Trinidad and Tobago Limited
2014 September 30

Notes to the Financial Statements (continued)

(Presented in Thousands of Trinidad and Tobago Dollars)

e

Basis of preparation (continued)

(e)

(d)

Faoreign currency translation (continued)

e 'Translation to presentation currency

The financial position and results of the Company are translated into the presentalion currency
as follows:

»  assets and liabilities for each statement of [inancial position presented are translated al the
closing rate at the date of that statement of financial position;

e income and expenses for the statement of comprehensive income are translated at average
exchange rates (unless Lhis average is not a reasonable approximation of the cumulative
effect of the rates prevailing on the transaction dates, in which case income and expenses
are translated at the rate on the dates of the transactions); and

e all resulting exchange differences are recognised as a scparate component of equity.

Use of estimates and judgements

The preparation of these linancial statements in conformity with TFRS requires management to
make judgements, estimates and assumplions that affect the application of accounting policies
and the reported amounts of assets and liabilities, income and expenses. Actual results may
difter from these estimates. The arcas invelving a higher degree of judgment or complexity, or
areas where assumptions and estimates are significant 1o the financial statements.are disclosed in
Note 5.

Summary of significant accounting policies

The significant accounting policies adopted in the preparation of these financial statements have been
applied consislently 1o all periods in the financial statements and are sel oul below.,  Certain
comparative amounts have been reclassified o conform (o the current year’s presentation,

Accounting standards and interpretations

(a)

New standards, amendments and interpretation adopted

[AS 19 — Employee Benelils (amended 2011) (effective 2013 January 01} was carly adopted in
the year ended 2013 September 30,

several standards and interpretations effective 2013 January (1, were adopted in the current vear

but had no significant impact on the financial statements. Most of these new standards required
enhanced disclosures,
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Notes to the Financial Statements (continued)

(Presented in Thousands of Trinidad and Tobago Dollars)

3.

3.

Summary of significant accounting policies {(continued)

Accounting standards and interpretations (continued)

(a) Mew standards, amendments and interpretation adopted (continued)

IFRS 11 - Joinl Arrangements (effective 2013 January 01). This describes the accounting
for joint arrangements with joint control; proportionate consolidation is not permitted [or joint
ventures (as newly defined). (see Note 3.2(h}).

IFRS 12 - Disclosures of interests in Other Entitics (effective 2013 January (1), This
includes all of the disclosure requirements of subsidiaries, joinl venlures, associates and
“structured entities”. The disclosures required by this standard are included in this report.

IFR5 13 - Fair value measurement (effective 2013 January (1) provides guidance on how to
measure fair value but does not change when fair value is required or permitted under TFRS.

(b) New standards, amendments and interpretations issued but not vet effective

A number of new standards, amendments to standards and interpretations arc effective for
annual periods beginning on or after 2014 January 01, and have not been applied in
preparing these financial statements, Those which are relevant to Company operations are
examined below. The Company inlends to adopl these when they become effective,

IFRS 9 — Financial instruments (2010 and 2009), effective 20018 January 01 replaces the
exisling guidance in IAS 39 — Financial instruments: recognition and measurcment. It includes
revised guidance on the classification and measurement of financial instruments, including a new
expected credit loss model for caleulating impairment on financial assets, and the new general
hedge accounting requirements. It also carrics forward the guidance on recognition and
derceognition of linancial instruments from 1AS 3% The Company is still assessing and
quanlifying the impact.

IFRIC 21 — Levies, effective 2004 Jumuny 04, clarilics that an entity recognise a lability for a
levy when the activity thal triggers payment, as identified by the relevant legislalion occurs. For
a levy that is triggered upon reaching a minimum threshold, the inlerpretation clarifies that no
liability should be anticipated before the specified minimum threshold is reached. The adoption
of IFRIC 21 may have an impact on the Company’s accounting for production and similar taxes,
which do not meet the definition of an income tax under TAS 12, The Company is still assessing
and quantifying the impact.
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32

Summary of significant accounting policies (continued)
Investments — Subsidiaries, Joint arrangements and associates

The financial statements have been prepared in accordance with [FRS for the Company and its
subsidiaries (the *Group”). In the consolidated financial statements, subsidiary undertakings — entities
controlled by the Company are accounted for using the equity method, and are recognised initially at
cost, The consolidated financial statements can be obtained from the Company’s registered office.

(a) Subsidiaries

Subsidiaries are all entities (including special purpose entitics) controlled by the Company.
Conlrol exists when an enlity is exposed to, or has rights 1o variable returns from il's
invelvement with the investee and has the abilily to afTect, in these financial statements, those
returns through its power over the investee. Investments in subsidiaries are accounted for al cost
less impairmenis,

(b} Joint arrangements

A joint arrangement is one in which two or more parties have joinl control. Joinl control is the
contractually agreed sharing of control of an arrangement, which exists only when decisions
about the relevant activities required unanimous consent of the partics sharing control.

A joint venture is an arrangement whereby the parties that have joint control of the arrangement
have rights to the net assels of the arrangement. Under this method, the investment is carried in
the statement of financial position at cosl less any impairment in the value of the investment.
The Company assesses at each balance sheet date whether the investment is impaired, and il
there is objective evidence thal such loss has been incurred, the carrying amount of the
investment is compared with its recoverable amount being the higher of its fair value less costs to
sell and waluc-in-usc,  Where the carrving amount exceeds the recoverable amount, the
investment is written down to its recoverable amount, Goodwill relating to the joint venture is
included in the carrying amount of the investment and is not individually tested for impairment.

Toint operations are joint arrangements whereby the parties that have joint control of the
arrangement have rights to the assets. and obligations for the liabililies, relating to the
arrangement,

Petroirin will from lime Lo lime acquire interest in joint operations to diversify both its
[xploration and Production and Reflining and Markeling operations,  These acquisitions
represent the spreading of risk, taking advantage of private party experience, acccss Lo improved
technology and capital resources, the opportunity to grow our reserves and assets and access 1o
teedstock and/or product markets. In other instances, as the State-owned oil company, there may
be an obligatory State participation or the acquisition may be as a resull of regulatory
requirements, Tor example where reservoirs straddle boundaries,

b}
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3.
32

33

Summary of significant accounting policies {continued)

Investments — Subsidiaries, Joint arrangements and Associates (continued)

(b) Joint arrangements (continued)

(c)

The Company’s inferest in joinl operations 15 accounted for on a ling-by-line basis in the
financial statements; its share of the asscls, liabililics, income and expenses incurred jointly with
other pariners, along with any liabilities and expenses incurred in relation to the joint
arrangement. The Company recognises the portion of gains or losses on the sale of assets by the
Company to the joint operation that is attributable to the other ventures. The Company does not
recognise its share of profits or losses from the joint operation that result from the Company’s
purchase of assets from it until it resells the assels Lo an independent party. However, a loss on
the transaclion is recognised immediately if the loss provides evidence of a reduction in the net
realisable value of current assets or an impairment loss.

Associates

An associate 15 an entity over which the Company has significant influence, but which is not a

subsidiary or a joint arrangement. Significant influence is determined through one or more of the

following ways:

(i) representation on Board of Directors;

{ii) parlicipation in policy-making processes, including participation in decisions about
dividends and other distributions;

(iii) malerial lransaclions between the Company and investee:

(iv) interchange of managerial personnel; and

(v) provision of essential technical information.

The Company share of associate investments are accounted for using the equity method
described above,

Property, plant and equipment and certain intangible assets

{a) Oil and gas asscts

il and gas propertics are aggregated exploration and evaluation (E&E) tangible assets associated
with finding commercial reserves and development and production expenditures related to
developing the commercial reserves discovered and bringing them into production, together with
F&T expenditures transferred from intangible E&E assets,

The cost of development and production assets also includes the cost of acquisitions and
purchases of such assets, directly attributable overheads, finance costs capitalised, and the cost of
recognising provisions for future restoration and decommissioning.

Exploration and evaluation assets — Capitalisation

Oil and natural gas exploration and evaluation expenditures are accounted for using the
successlul efforts methed of accounting. Under this method, cosls are accumulated on a field-by-
field basis and capitalised upon discovery of commercially viable mineral reserves. If the
commercial viability is not achieved or achievable, such costs are charged to expense.

Capitalisation is made within property, plant and equipment or intangible assets according Lo the
nature of the expenditure.
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3.

3.3

Summary of significant accounting policies (continued)

Property, plant and equipment and certain intangible asscts {continued)

{a) Qil and gas asscts (continucd)

Exploration and evaluation assets — Capitalisation {continued}

Costs incurred in the exploration and evaluation of assels include:

License and property acquisition costs — Exploration and property leasehold acquisition costs are
capitalised within inlangible assets until determination of commercially viable mineral reserves.
If commercial viability is not obtained these costs are written off.

Exploration and evaluation expenditnre - Capitalisation is made within property, plant and
equipment or intangible assets according to its nature. However, the majority of such expenditure
15 capitalised as an intangible assel - including - Geological and geophysical costs, Costs directly
associated with an exploration well are capitalised until the detenmination of commercial reserves
is evaluated. 1T commercial reserves are found the costs continue to be carried as an asset. If
commercial reserves are not found, exploralion and evaluation expenditures are written ofT as a
dry hole.

Onee commercial reserves are found, exploration and evalualion assets are tested for impairment
and transferred to development tangible and intangible assets as applicable, No depreciation
and/or amortization are charged during the exploration and evaluation phase.

Exploration and evaluation asscts - Impairment

Exploration and evaluation assets are tested for impairment when reclassified to development
tangible and intangible asscls as applicable or whenever facts and circumstances indicate
impairment. An impairment loss is recognised for the amount by which the exploration and
evaluation assels” carrying amounl exceed their recoverable amount. The recoverable amount is
the higher of the exploration and evaluations asscts® fair value less costs to sell and their value-
in-use¢, For the purposes of assessing impairment, the exploration and evaluation assets subject to
testing are grouped with existing cash generating units (CGUs) of related production fields
located in the same geographical region. The geographical region is the same as that used for
FESErVEs Teporting purposes.

The [ollowing indicalors are evaluated to determine whether these assels should be tested for
impairment:
the period for which the Company has the right to explore in the specific area;

- whether substantive expenditure on further exploration and evaluation in the specific area
15 budgeted or planned,
= whether exploration and evaluation in the specilic area have not led to the discovery of

commercially viable quantities and the Company has decided (o discontinue such activities
in the specific area;

- sufficient data exist to indicate that, although a development in the specific area is likely (o
procecd, the carrying amount of the exploration and evaluation asscl is unlikely to be
recovered in full from successful development or by sale.
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3.

33

Summary of significant accounting policies (continued)

Property, plant and cquipment and certain intangible assets (continued)

(a) Ol and gas asscts (continued)

Development tangible and intangible assets - Capitalisation
Acquisitions, asset purchases and disposals

Acquisitions of oil and gas propertics are accounted for under the purchase method (See Note 3.2
for accounting policy).

Transactions involving the purchases of an individual field interest, or a group of field interests
arc ircaled as assel purchascs, imespective of whether the specific transactions involve the transfer
of the field interests directly, or the transfer of an incorporated entity. Accordingly, the
consideralion is allocated to the assets and liabilities purchased on a relative Tair value basis.
Proceeds on disposal are applied to the carrying amount of the specific intangible assel or
development and production assets disposed.  Any excess is recorded as a gain on disposal, and
any shortfall between the proceeds and the carrying amount is recorded as a loss on disposal, in
profit or loss,

Expenditure on the construction, installation or completion of infrastructure facilities such as
platforms, pipelines and the drilling of development commercially proven wells 1s capitalised
within tangible and intangible assets according to its nature. When development is compleled on
a specific field it is transferred to production assets. No depreciation and/or amortisation are
charged during the development phase.

See Note 3,12 Jor the accounting policy related to borrowing costs.

Development/Production tangible and intangible assets — Tmpairment

An impairment test is performed whenever events and circumstances arising during the
development or production phase indicate that the carrying value of a development or production
assel may cxeced ils recoverable amount,

The carrving value is compared against the expected recoverable amount, The recoverable
amount is the higher of an asset’s fair value less costs to sell and the value-in-use. For the
purposes of assessing impairment, assets are grouped at the lowest levels (its cash generating
unit) for which there are separately identifiable cash flows. The cash generating unit applied for
impairment test purposes is generally the field. These ficlds arc the same as that used for reserves
reporling purposcs.

Production asscts — Depreciation

Oil and gas properties are depreciated generally on a field-by-field basis using the unit-of-
production method.  Unit-of-production rales are based on production and proved producing
reserves, which are oil, gas and other mineral reserves estimated to be recovered from existing
wells with existing [acilities using current operating methods,  Under the unit-of-production
method, oil and gas volumes are considered produced once they have been measurcd through
meters at custody transfer or sales transaction points at the outlet valve on the field storage tank.

Producing assets are generally grouped inlo cash generating units with other assets that are
dedicated to serving the same reserves for depreciation purposes, but are depreciated separately
[rom producing asscts that serve other reserves. The cash generating unit applied for depreciation
purposes is generally the tfield, except thal a number of field interests may be grouped as a single
cash generating unit where the cash flows of each field are inter-dependent.
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3
33

Summary of significant accounting policies {continued)

Property, plant and equipment and certain intangible assets (continued)

(a)

(b)

Oil and gas assets (continucd)
Provision for decommissioning costs

Provision for decommissioning is recognised in full at the commencement of oil and gas
production. The amount recognised is the net present wvalue of the estimated cost of
decommissioning at the end of the economic producing lives of the wells and the end of the
uselul lives ol refinery and storage units, Such costs include removal of equipment, restoration of
land or seabed. The unwinding of the discount on the provision is included in profit or loss within
finance costs.

A corresponding intangible asset is also created at an amount cqual to the provision. This is
subscquently depleted as part of the capital costs of the production assets. Any change in the
present value of the estimated expendilure or discount rates are reflected as an adjustment to the
provision and the intangible asset and dealt with prospectively.

When decommissioning liability is shared with other partics, as in the case of jointly controlled
assels, the Company recognises as its provision, the proportion for which it is liable.

Provisions are measured at the present value of the expenditures expected to be required 1o sellle the
obligation using a pre-tax discount rate that reflecls current market assessments of the time value of
money and the risks specific to the obligation. The increase in the provision due 1o passage of time is
recognised as finance costs,

Refining and other non-oil and gas assets

All other property, plant and equipment are stated at historical cost less accumulated depreciation
and less accumulated impainment losses, Intangible costs capitalised within the refinery generally
includes external consulting costs incurred in the upgrading of the relinery processes,
management systems and implementation of new and upgraded technology.

Subsequent costs are included in the asset’s cammying amount or recognised as a separate asscl, as
appropriate, only when it is probable that future economic benefits associated with the item will
Nlow 1o the Company and the cost of the item can be measured reliably. Refinery spares inventory is
allocated to refining assels, Repairs and maintenance, except for major overhaul costs (See Note 3.3
(), are charged to profit or loss during the financial period in which they are incurred.

Land is not depreciated. Depreciation of olher non-oil and gas assets is calculated using the
Tollowing rates and methods to allocate the cost to their residual values over their estimated useful
lives:

Manulacluring planl and equipment 3.75% to 10% - straight-line
Fefinery spares Yo - straight-line
Floating property 20% - diminishing balance
Transportation equipment 20% - diminishing balance
Furniture and fixtures 20% - diminishing balance
Domestic appliances 20% - slraight-line
Buildings 5% - diminishing balance
Computer equipment/sollware (spectalised)  10% - atraight-line
Computer equipment/soflware 33.3% - straight-linc
(non-specialised)
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3.

3.3

34

Summary of significant accounting policies (continued)
Property, plant and equipment and certain intangible assets (continued)

(b} Refining and other non-oil and gas assets (continued)

The expected useful lives of plant, properly and equipment are reviewed on an annual basis, and
if necessary changes in uselul lives are adjusted for prospectively. These asscls are derecognised
upon disposal when no future economic benefits are expected to arise from continued use, An
assel’s carrying amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than ils estimated recoverable amount.

Gains and losses on disposals are determined by comparing the proceeds with the carrying
amount and are recognised within profil or loss, Any change in the present value of the
estimated expenditure or discount rates are reflected as an adjustment to the provision and the
intangible assel and deall with prospectively.

Sec Nole 3,12 Tor the accounting policy related to borrowing costs,

{¢) Major overhaul costs

Major overhaul costs include catalyst cosls and expenditure incurred in testing and inspection
work carried out on manufacturing plant and equipment, These costs are incurred at regular
intervals over the uselul life of the asset and are incurred to allow the continued use of the asset.
These costs are accounted for as a component of the asset. Costs less residual value are writlen
off over a period of 3-5 years on a straight-line basis.

Intangible assets

{n) Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Company’s
share of the net identifiable assets of the acquired subsidiary/joint venture al the date of acquisition.
Goodwill on acquisition is included in intangible assets. Goodwill is tested annually for impairment
and carried at cost less accumulated impairment losses. Previously recognised impairment losses
on goodwill are not reversed. Gains and losses on the disposal of an entity include the carrying
amount of goodwill relating to the entity sold.

Goodwill is allocated to cash generating unils [or the purpose of impairment testing, The
allocation is made to those cash generating units or groups of cash gencrating units that are
expected 1o benelil from the business combination in which the goodwill arose.

{(b) Computer software

Acquired computer sollware lieences are capitalised on the basis of the costs incurred 1o acquire
and bring to use the specific software. These costs arc amortised over their estimated useful lives
(ten years for specialised software, three vears for non-specialised soltware).

Poge 14



Petroleum Company of Trinidad and Tobago Limited
2014 September 30

Motes to the Financial Statements (continued)

(Presented in Thousands of Trinidad and Tobagoe Dollars)

3. Summary of significant accounting policies (continued)
3.4 Intangible assets (continued)
(I} Compnter software (continued)
Costs associated with maintaining computer software programmes are recognised as an expense
as incurred. Developmenl costs that are directly associated to the design and lesting of

identifiable and unique software producls controlled by the Company are recognised as
intangible assets when the following criteria are met:

. it is technically feasible fo complete the soltware product so that it will be available for
use;

. Management intends 1o complete the software product and use or sell it

. there is an ability to use or sell the soflware product;

- it can be demonstrated how the software product will generate probable future economic
benefits;

. adequate technical, linancial and other resources to complete the development and to use
or sell the software product are available: and

. the expenditure attributable to the software product during its development can be reliably
measured.

Dircetly attributable costs that are capitalised as part of the software product include the software
development employee cost and an appropriate portion of relevant overheads. Other development
expenditures that do not meet these criteria are recogniscd as an expense as incurred. Development
cosls previously recognised as an expense are not recognised as an assel in a subscquent period.

{c) Other intangible assets

This comprises intangible costs associated with tangible PP&E structures. Refer to Note 3.3 (a),

35 [mpairment of non-financial assets (excluding exploration and evaluation, development and production assets)

Intangible assets that have an indefinite useful life (including goodwill) and/or are not vet available
[or use are not subject to amortisation, and, therefore, are tested annually [or impairment. Assets that
are subject to amortisation are reviewed [or impairment whenever events or changes in circumslances
indicate that the carrying amount may not be recoverable. An impairment loss 1s recognised for the
amount by which the asset’s carrving amount exceeds its recoverable amounl. The recoverable
amount is the higher of an asset’s fair value less costs to sell and value-in-use. Tor the purposes of
assessing impairment, assets are grouped at the lowesl levels for which there are separately
identifiable cash inflows (cash generating units). Non-financial assets other than goodwill that suffered
impairment are reviewed for possible reversals of the impairment at each reporting date.
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3.6
6.1

3.6.2

Summary of significant accounting policies (continued)

Financial assets
Classification

The Company classifics ils financial assets in the following calegorics: loans and receivables and
available-for-sale. The classification depends on the purpose for which the financial asscts were
acquired. Management determines the classification of ils [inancial assets at initial recognition.

{a) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market, They are included in current assets, except for maturitics
greater than twelve months alter the reporting date, which are classificd as non-current assets.
Loans and receivables are classified as loans receivable and trade and other receivables in the
slalement of Onancial position,

{(b) Awvailable-for-sale financial instruments

Available-for-sale financial assets comprise financial instruments in unquoted equity. They are
included in non-current assets unless Management intends 1o dispose of the investment within 12
months of the reporting date,

Recognition and measurcment

Loans and receivables as well as available-for-sale financial instruments are initially recognized at
fair value plus any directly attributable transaction costs. Subsequent to initial recognition, loans and
receivables are measured at amortised cost using the elfective interest method, less any impairment
Iosses, while available-for-sale financial instruments are recorded at cost less Impairment.

Financial asscls and liabilities are offset and the net amount presented in the statement of financial
position when, and only when, the Company has a legal right to offset the amounts and intends either
lo settle on a net basis or to realise the asset and settle the liability simultaneously.

Translation differences on monetary financial assels and liabilities are recognised in profit or loss.

The Company assesses at each reporting dale whether there is objective evidence that a financial asset
or a group of financial assets is impaired. In the case of cquily securities classified as available for sale,
a significant or prolonged decline in the fair value of the security below its cosl is considered as an
indicator that the securities are impaired. If any such evidence exists for available for sale financial
asscls, the cumulative loss — measured as the difference between the acquisition cost and the current
fair value, less any impairment loss on that financial asset previously recognised in profit or loss — is
removed from equity and recognised in profil or loss. Impairment losses on equily instruments
recognised in profit or loss are not reversed. Impairment testing of trade receivables is described in
Note 3.8,
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3.9

38

Summary of significant accounting policies (continued)

Inventories

Inventories of crude oil and refined products are stated at the lower of cost and net realisable value.
Cost is determined using the weighted average cosl.

(a)Crude oil

The cost of purchased crude oil for the month is valued using the weighted average cost.

The cost of produced crude oil for the month is computed on the basis of the related month's
production costs. Net realisable value is based on the market prices of an equivalent grade of
crude oil.

(b) Refined products

Refined products are valued al the lower of the cost of producing the refined products and net
realisable value based on current markel prices.

The total product cost is comprised of the production ¢ost of own crude, the cost of purchased
crude and the total refinery expenses (adjusted to exclude incremental expenses related to the
processing of crude for third parties).

Net realisable values are refined producls sales prices as quoted in the *Caribbean Postings’ and
the *Platts Oilgram” at the close of the reporting periad.

When inventories of refined products are sold, the carrying amount of those inventories is
recognised as an expense in cost of sales in the period in which the related sale is recognised.
The amount of any write-down of inventories to net realisable value and all losses of inventories
is recognised as an expense in the period the write-down or loss occurs. The amount of any
reversal of any wrile-down of inventories, arising from an increase in nel realisable value, is
recognised as a reduction in the cost of inventories recognised as an expense in the period in
which the reversal oceurs.

{c) Matcrials and supplics

Inventories of malcrials and supplics are stated at the lower of cost and net realisable value. Cost
15 determined using the weighted averape basis. Nel realisable value is the estimated selling price
in the ordinary course of business less applicable variable selling cxpenses of the materials and
supplies. Relinery spare parts are considered refining assets (See Note 3.3 (b)).

Trade receivables

Trade receivables are recognised initially al fair value and subsequently measured at amottised cosl
using the effective interest method, less provision for impairment. A provision for impairment of
trade receivables is established when there is objective evidence that the Company will not be able to
collect all amounis due according (o the original terms of receivables, Significant financial difficullics
of the debtor, probability that the debtor will enter bankruptey or financial reorganisation, and default
or delinquency in payments (more than 120 days overdue) are considered indicators that the trade
receivable is impaired.  Any provision for impairment is recognised in profit or loss within cost of
sales. When a trade receivable is uncollectible, it is wrillen off against the provision for impairment
account for trade receivables. Subsequent recoveries of amounts previously written off are credited
againsl cost of sales in profit or loss,
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3.10

3.11

3.13

Summary of significant accounting policies (continued)
Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-term highly
liguid investments with original maturities of three months or less, and cheques issued bul not vet
presented to financial institutions. Cash and cash equivalents are subject to insignificant risk of changes
in value,

Share capital

Ordinary shares are classified as equity.

Trade and other payables

Trade and other payables are recognised imilially al fair value and subsequently measured at
amortised cost using the effective interest method,

Borrowings

Borrowings are recognised initially at [air value, net of transaclion costs incurred. Borrowings are
subsequently stated at amortised cost; any difference between the proceeds (net of transaction costs)
and the redempiion value is recognised over the period of the borrowings using the effective interest
method. This amount is capitalised during the construction period of the qualifying asset, and upon
completion of the assel, it is recognised in profit or loss until the maturity of horrowings,

Borrowings are classified as current liabililics unless the Company has an unconditional right to defer
settlement of the liability for at least 12 months after the reporting dale,

Borrowing Costs

Specific and general borrowing costs incurred for the construction of qualifying assels are capitalised
during the period of time required to complete and prepare the asset for its intended use, Interest on
general borrowings eligible for capilalisalion is determined by applying a capitalisation rate to
expenditure on qualifying assets. The capitalisation rate is the weighted average of borrowing costs
applicable to the borrowings of the Company, that are outstanding during the period, other than
specific borrowings,

Ohher borrowing costs are expensed.
Current and deferred income tax

The lax expense for the period comprises current and deferred income tax, The currenl income tax
charge is calculated on the basis of the tax laws enacted or substantively enacted at the reporting date.
Management periodically evaluates positions taken in tax relums with respect to situations in which
applicable tax regulation is subject to interpretation and establishes provisions where appropriate on
the basis of amounts expected to be paid to the tax authaorities,
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Summary of significant accounting policies (continued)
Current and deferred income tax (continued)

Deferred income tax is also recognised on carry-forward unused tax losses, I is delermined using tax
rates (and laws) that have been enacted or substantially enacted by the reporting date and are expected
to apply when the related deferred income tax assel is realised or the deferred income tax liability is
settled.

Deferred income tax assets are recognised to the extent that it is probable that future taxable profit will
be available against which the temporary differences can be utilised.

Employee benefits
{a) Mension asset

Retirement benefits for employees are provided through two (2) defined benefit plans, which are
funded by contributions from employers and employees. The schemes arc generally funded
through payments {o trustee-administered funds as determined by periodic actuarial caleulations.
A defined benefit plan is a pension plan that delines an amount of pension benefit that an
emplovee will receive on retirement, usually dependent on one or more [actors such as age, vears
of service and compensation.

The assel recognised in the stalement of financial position in respect of defined benefit pension
plans is the fair value of Plan assets less the present value of the defined benefit obligation at the
reporting date, together with adjustments for the effect of the asset ceiling test. The pension asset
is calculated annually by independent qualified actuaries using the projected unit credit method.
The present value of the defined benefit obligation is determined by discounting the estimated
future cash outflows using interest rates of government securities and high-quality corporate
bonds that are denominated in the currency in which the benefits will be paid, and that have terms
Lo malurily approximaling lo the lerms of the related pension liability.

Actuarial gains and losses arising from experience adjustments and changes in actuarial
assumptions are immediately crediled or charged to other comprehensive income.

Past service costs are recognised immediately in profit or loss, unless the changes to the pension
plan are conditional on the employees remaining in service for a specified period of time (the
vesting period). In this case, the past service costs are amortised on a straight-line basis over the
vesting period.
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3.

Summary of significant accounting policies (continued)

3.14 PFmployee benefits {continued)

315

(i Qiher post-emplovment obligations

The Company provides post-crmployment healthcare benetits to its retirees under two (2) medical
plans. The entitlement to these benefits is wsually conditional on the employee remaining in
serviee up lo retirement age and the completion of a minimum service period. The expected
costs of these benefits are accrued over the period of employment, using an accounting
methodology similar to that for defined benefit pension plans. Actuarial gains and losses arising
from experience adjustments, and changes in actuarial assumptions are immedialely recognised
in other comprehensive income. These obligations are valued annually by independent qualified
actuarics.

Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for the sale of goods and
services in the ordinary course of the Company’s activities. Revenue is shown, net of value-added tax,
returns, rebates and discounts and aller eliminating sales within the Company.

The Company recognises revenue when the amount of revenue can be reliably measured, it is
probable that future economic benefits will flow to the entity and specific criteria have been met [or
each of the Company's aclivitics as described below. The amount of revenue is not considered to be
reliably measurable until all contingencies relating to the sale have been resolved. The Company
bases its estimates on historical results, taking into consideration the type of customer, the type of
transaction and the specifics of each arrangemendl.

{a) Sales revenue

Revenues from sales of products arce recognised upon transfer of risks and rewards associated
with the ownership of products. In particular, revenues are recognised:
e Jor crude oil, generally upon shipment;
e tor natural gas and natural gas liquids, when the natural gas is delivered to the cuslomer;
= forrefined products, generally upon shipment,

Revenues are recognised upon shipment when, al that date, the risks of loss are transferred to the
acquirer, Revenues from the sale of crude oil and, natural gas produced in properties in which
Petrotrin has an interest together with other producers, are recognised on the basis of Petrotrin’s
working interest in those properties (entitlement method).

(b} Royalty income

Royalty income is recognised on an accrual basis in accordance with the substance of the relevant
agreements. Royalty income is comprised mainly of overriding royalties from lease operator and
farmoul arrangemenis,
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3.

Summary of significant accounting policies (continued)

3.15 Revenue recognition (continned)

317

4.1

{¢) Interest income

Interest income is recognised on a lime-proportion basis using the effective interest method,
When a receivable is impaired, the Company reduces the carrving amount to its recoverable
amount, being the estimated fulure cash flows discounted at original effective interest rate of the
instrument. Interest income on impaired loans is recognised using the original effective interest
rale,

{d} Marinc income and processing fees

Marine income and processing fees are recognised upon delivery of services and customer
acceptance. Marine income is comprised mainly of wharl dues, barging fees and tug and launch
hire.

Leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor
are classilied as operaling leases. Payments made under operating leases (nel of any incentives
received from the lessor) are charged to profit or loss on a straight-line basis over the period of the
lease.

Dividend distribution
Dividend distribution to the Company’s sharcholders is recognised as a liahility in the Company’s

financial statements in the period in which the dividends are approved by the Company’s
sharcholders.

Financial risk management
Risk management framework

The Board of Directors has overall responsibility for the establishment and owversight of the
Company’s 1isk management framework. The Board has established the risk management
department which is responsible for developing and monitoring the Company’s risk management
policies.

Financial risk factors

The Company has exposure to the following risk from its use of financial instruments:
e market risk (including commodity and other price risk and interest rate risk);
o credit risk;
o liquidity risk,

The Company’s overall risk management programme focuses on the unpredictability of financial

markets and seeks to minimise potential adverse effects on the Company’s financial performance,
The Company does not at this time use derivative financial instruments 1o hedge 11s risk exposures.
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4.  Financial risk management (continued)

4.1 Financial risk factors (continued)

{a) Market risk

(i)

(ii)

Commuodity and other price risk

The Company purchases approximately 60% of the total crude thatl is processed at the
refinery. As a resull, with respect to this stream of crude oil supply. the Company is
exposed to fluctuations in the differential between the price of crude oil purchased and the
prices at which refined products are sold.

Own-crude production makes up the remaining 40% of total crude oil processed al the
relinery, The Company is therefore exposed to fluctuations in the market prices of refined
products derived from this stream of erude oil supply.

The Campany is alse exposed to [lucluations in the prices of liquefied natural gas (LNG)
sales, which is sold at market prices.

As a result of these market price fluctuations, the Company may in the future use
established over-the-counter swaps for erude oil, refined products and natural gas, or other
appropriate instruments, to hedge exposures in order to protect budgeted revenues and
margins, The Company does not currently have any such hedging instruments in place.

Other price risks arise due to the possibility that the fair valuc of [uturc cash flows of a
financial instrument will Nuctuale because of changes in market prices (other than those
arising from interest rate risk or currency risk), whether those changes are caused by
factors specific lo the individual financial instrument or its issuer, or factors affecting all
similar financial instruments traded in the market. The Company is affected by changing
prices of equity instruments mainly classified as investments available-lor-sale with fair
value movements recognised in sharcholders® equity.

In the years ended 2012 September 30 to 2014 September 30, Management deemed the
price risk impact on equity instruments classified as available-for-sale to be immaterial.

Foreign currency risk

Currency risk is the risk that the value of a financial instrument will [luctuate due to
changes in foreign exchange rates.

The functional currency of the Company’s cash flows is the Uniled Stales dollar (USD)
since the Company’s major product, oil, is priced internationally in USI). Foreign
currency transaction exposures mainly arise on the Company’s sales or purchases in
currencies other than USD. Alse, foreign currency translation cxposurcs arise from
finaneial instruments denominated in currencies other than USD.
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4.
4.1

Financial risk management {continued)

Financial risk factors {continued)
(a) Market risk {continued)

(ii) Foreign currency risk {continued)

The following exchange rates were used in translaling United States dollars to Trinidad and

Tobago dollars at year-end and in conversions during the year;

Year-end

Average rate during the vear

2014
6.35830
640534

As at September 30
2013 2012
6.41950 641825
G.40987 6.A018]

The following tables demonstrate the sensitivity of the Company’s profit beflore tax to a
reasonahly possible movement of the USD against the T'TD holding all other variables constani.

Assety

Income laxes recoverahle
Cash in escrow — sharcholder
Receivables and prepayments*
Cash and cash equivalenls
Financial assets

Liahilities
Borrowings
Trade and other payables

Current tax liabilities
Short-term loans

Financial liabilities

¥ evcludes prepayments

Nel currency exposure
Reasonably possible change in
exchange rate

LEffeet on profit before tax

Note

15
16
19
20

|5 I O
L -2

As al 2014 September 30

TT$ Other USS Total

530,506 4 4 530,506

i s 100,858 109,858

4,614,612 5 2,396,445 7.011,062

107,857 . 1,637,158 1,745,015

5,252,975 5 4,143,461 9,396,441
S s (8.506,444) (8,506.444)
(1,636,644) (1,323) (2.290,460) (3,928.427)
(5,155,934) i 2 (5,155,934)
i s (5.565,006) (5.565.006)
(6,792,578) (L323) _ (16.361910) _ (23,155.811)
(1,539,603) (L318)  (12,218,449)  (13,759,370)

1% 1% & "
(15,396) (13) o (15,409)
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4. Financial risk management (continucd)

4.1

(a) Market risk (continucd)

Financial risk factors (continued)

(ii) Foreign currency risk {continued)

Assels

Income taxes recaverable
Cash in escrow — shareholder
Loans receivahle

Receivables and prepayvments*
Cash and cash equivalents
Financial assets

Liahilities

Borrowings

Trade and other payables
Current tax liabilities
Shart-term loans

Financial liabilities
* excludes prepavments
Net currency exposure

Reasonably possible change in
exchange rate

Effect on profit before tax

Asscts

Income taxes recoverable
{Cash in escrow - sharehalder
l.oans receivable
Receivables and prepayments®
Cash and cash equivalents
Financial assets

Liabilitics

Borrowings

Trade and ather payahles
Current tax liabilities
Short-term loans

Financial liabilities

¥ excludes prepayments

MNel currency exposure

Reasonably possible change in
exchange rate

Effect on profit before tax

Mote

15
16
17
19
20

22
24

25

Naote

15
L6
17
L9
20

22
24

25

As at 2013 September 30

TTH Other LSs% Total
530,506 - - 330,506
- = 54,839 54,834
-~ - [525 19249
7,022,357 5 3.061,589 10,083,951
251,708 - 1.970.614 2,222,332
T.A04,5T1 5 5.118.971 12.923.547
== - (8,975,517 (8,975.817)
(2,609,944) {944) (2,182,243) (4,793,131)
(7.449,071) - - (7,449,071
- - {3,979.968) (3,979,968}
{10,059,015) (944) {15.138.028) (25, 197.987)
(2,254,444} {939) {10,019.057) (12,274,440)
| %% [% - -
(22,544) (9} - (22,553)
As at September 30, 2012
TTS Other LSS Total
330,306 - - 530,306
- - 71,940 71,949
- -- 3,386 3,386
7.466,242 5 3011445 110,477,602
150,393 - 1,676,149 1,826,544
8.147.143 5 4,762,929 12.910,077
g - (9.361,834) (9.361,834)
(1,357.447) {14 440y (3,133,117 (4.505,004)
(6,611,602} “= - (6,6011,602)
- Ea (3.688.914) {3.688.914)
{7,969.049) (14.440) (16.183.565) (24.167.354)
178,094 (14.435) (11,429.936) {11,257.277)
1%4 1% - 5
1,781 (144) e 1,637
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4. Financial risk management (continued)
4.1 Financial risk factors {(continued)

{(a) Market risk {(continued)

{iii) Interest rate risk

Interest rate risk arises from the possibility thal changes in interest rates will affect [uture cash
Nows or the Fair values of financial instruments,

The Company is exposed to cash flow or market interest rate risk mainly on its short-term bank
deposits and short-term loans, These transactions are negotiated at fixed rates but are subject 1o
repricing risk.  Short-term deposits were repriced 1.5 days in 2014 (2013 and 2014: daily),
while short-term loans had malurities of §88-209 days in 2014 (2013: 119-180 days and 2012:
G0-180 days).

The Company monitors its inferest rate risk using interest rate sensitivity and gap analysis,
Sensitivity analyses were conducted to determine the effect on net profit with all other variables
held constant on next vear’s resulls,

As at September 30

2014 2013 2012
Fixed rate instruments
Tinancial asscis 48626 % 6,105 § 7.561
Financial liahilities (140714507 _ {12,955,785) (13.050,748)

(14.022.824) S{12.949680) $ (13.043,187)

Variable rate instruments
Financial assets 1,745,015 5 2222322 b 1,826,544
Financial liabililics

$ 1745015 $ 2222322 S 1.826.544

The table below summarises the Company’s exposures to interest rate repricing risk.

Effcet on profit after tax
Year ended September 30

2014 2013 2012
Change in interest rate:
Increase by 1% b 17.450 5 22,223 g 18,263
Decreaze by 1% (17.450) {22.223) {18,265)
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4, Financial risk management (continued)

4.1 Financial risk factors (continued)
(a) Market risk (continued)

(iv) Fair value risk

The Company i3 exposed to fair value risk on 100.00% of its long-term borrowinas which
are fixed, The Company’s preference is tor fixed rate debi bul considers market conditions
at the time of loan negotiations in making fixed versus floating rate decisions, There is no
significant exposure to fair value risk on other linancial instruments.

The tahle below shows the carrying amounts and fair values of both long term and short term
borrowings. The carrying amounts of short-term borrowings approximate 1o their fair values.

As at September 30

2014 2013 2012
Carrying Fair Carrving Fair Carrying Fair
vilues vilies virlties values values valies
8 $ $ $ $ S
Botrowings 2,506,444 10,308,712 8975817 10,769,737 9,361,834 11,513,805
Shori-lerm

loans 3,565,006 3,565,006 3,979,968 3,979,068 3.688.914 3.688.914
14,071,450 15,873,718 12,955,785 14,749,705 13,050,748 15,202,719

The valuation technique used in measuring the fair value of borrowings is described below:

Financial instrument Valuation technigue

The Tair value of borrowings was derived by discounting all future cash
Debt securities flows at prevailing markel inlerest rates that ranged from 3.91% to 4.20%
(2013:4.72% to 4.83%; 2012: 4.18% to 4.77%). The discount rates used o
derive the fair value of the bonds represent the borrowing rates if Petrotrin
were to aceess the market at year-end. This pricing 1s derived from
Blomnberg's sereen shot of price based on the yield to maturity (YTM) on
| the associated bond at year-end,
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4. Financial risk management {continued)

4.1 Financial risk factors (continued)

{b) Credit risk

Credit risk is the risk that a customer or counterparty to a financial instrument will fail Lo perform
or [ail to pay amounts due causing financial loss to the Company, and arises from cash and cash
equivalents, deposits with banks and other financial institutions as well as credil exposure to trade
and other customers including outstanding receivables and committed transactions. For banks and
other financial institulions, only independently rated parties with a minimum rating of *BBB’ are
accepted. If trade customers are independently rated, these ratings are used.

The Company has no significanl concentration of credit risk. Credit risk is mitigated by internal
policies that require sales of products to be made to customers with favourable credit ratings, This
requires companics 1o have a minimum of an investment grade rating from reputable rating
agencies, lrrevocable letters of credit issued and confirmed by rated banks or payment in advance.

The maximum exposure to credit risk for irade and related parties balances, by geographic region
was as follows:
As at September 30

2014 2013 2012
Lacal $ 3838378 o B,B41.645 509231334
Regional 166,121 465,157 273,040
[nlernational _ 5R2.794 a04.831 TH1,340
Cross trade and related parties 6587295 0§ 9,911,633 S 10.287.714
An analysis of the credit quality of trade and related parties that were not impaired is as follows:

As at September 30

2014 2013 2012
Less than one vear trading history* 5 3,581 £ 207882 § -
Customers between one and four years trading
history® 28,893 51,166 11,316
Customer with over four years trading history® 6,202,166 9,162,843 9,950,154
Higher risk -- o 362 520

5 633063 3 942451 5 9961990

¥ exefuder higher visk

Included in local revenues arising [rom direct sales of product is approximately 19.70% (2013
23.98%; 2012: 16.17%) which arose from sales to Trinidad and Tobago National Petroleum
Marketing Company Limited (NPMC), the Company’s largest customer in Trinidad and Tobago.
As at 2014 September 30, outstanding rcecivables from NPMO represented 40.76% (2013:
54.15%; 2012: 62.43%) of local receivables and 36.60% (2013: 48.57%; 2012: 56.29%) of total
receivables, The risk Gom NPMC is minimal as both Petrotrin and NPMC are State-owned.
Although part of the outstanding halance is past due, historically NPMC has settled its debt to
Petrotrin. The fair values of trade and other receivables approximate their carrving amounts.
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4, Financial risk management (continued)
4.1 Financial risk factors {continued)
{b) Credit risk (continued)
The table below is an aging of the gross trade and other receivables balance, excluding prepayments
and laxes:
As at September 30

2014 2013 2012

Fully performing £ 1,739,046 $ 2,131,868 $ 2,243,084
Past due but not impaired;

wilhin 30 days [,321,754 1425418 1,227,197

31 to 60 days 645,756 576,876 524,041

Al to 90 days 411,608 348,088 355,584

aver 90 days 2,891,631 5,599.870 6,127,113
Impaired 403,712 030 084 450,742
Total S 7,413,507 510,721,204 763

The movement in the provision [or impairment of receivables during the vear was as follows:

Year ended September 30

2014 2013 2012
Balance al start of vear 5 (639,084 § o (459.742) $ (242,751
Exchange adjustments {148) 3 (4,682)
Charge for the year (Note 28) {164,436) (179,532) (212,312)
Reeeivables wrillen-ofT during the vear as
uncollectihle 399,950 187 . 3
Balance at end of year S (403.712) S (639.084) S (459.742)

The maximum exposure to credit risk at the respective reporting dates is the carrving values of the
following financial assets: cash in cscrow, available-for-sale financial instruments, loans
receivable, receivables and prepayments and cash and cash equivalents. The Company maximum
exposure totalled $8,913,294 (2013: $12,395 386; 2012: $12,383,075).

As at Seplember 30

Note 2014 2013 2012

Assets as per statement of financial
position
Available-for-sale financial instruments 11 b 48,626 3 4,176 b 4,175
Cash in escrow — shareholder 16 100,858 84,830 71,9409
Loans receivable 17 - 1,929 33806
Trade and other receivables excluding

prepayments and taxes 19 7,009,795 10,082,120 10,477,021
Cash and cash equivalents 20 1745015 2,222,322 _1.826.544

$ 8913294  $12395386  $12,383,075
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4. Financial risk management (continued)

4.1 Financial risk factors (continued)

(c)

Liguidity risk

Liquidity risk is the risk that the Company will be unable 1o meet its payment obligations when
they lall duc under normal and stress circumstances. In managing its liquidity risks, the Company
maintains sufficient cash on hand and commiticd credit facililies to meet its operational expenses,
including the servicing of financial obligations. The Company’s treasury funclion co-ordinates
relationships with hanks, barrowing requirements and cash management. The Company belicves
it has access to sufficient funding by using undrawn borrowing facilities to meet foreseeable
borrowing requirements, Al 2014 September 30, the Company has short-term eredit lacilitics with
various foreign and local banking institutions tlotalling $6,930,547, of which the sum of
$1.232,511 was unutilised. The Company monitors future cash flows and has access to other
diversified funding sources, if required, 1o manage its lquidity.

The Company has a long-term debt rating of Baa3 (stable outlook) and BBB- (stable outlook)
assigned by Moody’s and Standard and Poor’s respectively. The table below presents the financial
liabilitics payable by the Company by remaining contractual maturities at the reporting date.

As at 2014 September 30

Contractual cash flows

Carrying Total Less than 1 Between Between 5 vears and
vilues vear 1 and 2 X and 4 OYEr
yeurs years
Financial liabilities b b b3 5 b3 £
Borrowings (8,506,444 (11,951, 847) (03,800 (LOSDSZT) (2,091 408) {7.0706,112)
Trade and other :
pavables (excluding
statutory liahilities) (3,480,264) (3 ,480,264) (3,480,260 - i -
Short-term loans (3,5063,006) (5600517 (5800517 -- - -
(17,551,714)  (21,032,628) (10.184,561) (1,080,527}  (2,091,408) (7,676,112)
As at 2013 September 30
Contractual eash flows
Carrying Tutal Less than 1 Between Between 5 vears and
values year I and 2 2 and 4 OVEr
years Years
Financial liabilitics b} 5 ] g b b}
Borrowings (RBTS81T) 0 (13,197,040) CLI497897 0 (L114,424)  (2158.400) (8,774,427
Trude and other
pavables (excluding
statutory linbilities) (4,312,530) (4,312,530 (4,312,530 - -- -
Shor-lerm loans (2,970, 568) [, 000,268 (4,000, 468) -- - -
(17,268,315  (21,510,038) (9.462,787)  (1,114,424)  (2,158,400) (8,774.427)
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4,

Financial risk management (continued)

4.1 Financial risk factors (continued)

(c)

4.2

Liquidity risk (continued)

As at 2012 September 30

Contractual cash flows

Carrying Total Less than 1 Betwern Belween 5 vears and
values year 1 and 2 2 and 4 over
years vears
Financial liabilities b 5 5 4 h b3
Borrowings CR361LER) (14,.2348,814) (LIGL308) (1,137,739 (2,204,922} (9,544, 845)
Trade and other
payables (excluding
statutory linbilitics) (4,006, 158) 4,006,158) {4,006,158) - - -
Short-term loans (3,688,014)  (3,713,874) {3,713,876) - - -
(17.056,906)  (22.068.848) (8,881,343}  (1,137.739)  (2.204,922) (9,844,845)

Capital risk management

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue
as a going concern, o maintain a sirong credil raling and an optimum capital structure in order to
provide returns for its shareholders and benefits for other stakeholders,

The Company’s capital structure consists of share capital, reserves and retained camings and
adjustments are made based on ceonomic condilions. To maintain or adjust the capital structure, the
Company may adjust the dividend payment to shareholders, return capital lo sharcholders or issue new
shares. No changes were made in the objectives, policies or processes during the yvears ended 2012
September 30 to 2014 September 30,

The Company monitors capital using a gearing ratio, which is net debt divided by tolal capital. Net
debt is ealeulated as tolal borrowings (borrowings, current portion of long-term borrowings and shorl-
term loans, as shown in the statement of financial position) less cash and cash equivalents. Total
capital is calculated as total equity as shown in the statement of finanecial position plus net debt, The
Company’s policy is to maintain a gearing ratio of less than or equal to 50% and an investment grade
credit rating.

Gearing ratio
As at September 30

2014 2013 2012
Total borrowings $ 14,071,450 5 12955785 $ 13,050,748
Less: Cash and cash equivalents (1745015 (2222322} (1,826,540
Met debt 12,326,435 10,733,463 11,224,204
Total equity 12,167.087 12481384 12369059
Tolal capital 8§ 24493522 % 23214847 § 23.593.263
Gearing ratio 50.33% 46.24% 47.57%
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Financial risk management (continued}
Fair value estimation

The carrying amount of the following asscls and liabilities: cash, investments, trade receivables and
payables, other receivables and payables and short-term borrowings approximate to their fair values.
During the period, there were no changes in the classification of financial assets, neither were there
transfers between levels of the fair value hierarchy,

Critical accounting estimates and judgments

[istimates and judgments are continually cvaluated and are based on historical expericnce and other
factors, including expectations of future events thal are believed to be reasonable under the
circumstances.

The preparation of these [inancial statements requires Management to apply accounting methods and
policies that are based on difficult or subjective judgments, estimates based on past expericnce and
assumplions determined to be reasonable and realistic in the circumstances. The application of these
estimates and assumptions affects the reported amounts of assets and liabilities and the disclosure of
conlingent assets and liabilities at the reporting date and the reported amounts of income and expenscs
during the reporling period. Actual results may differ from these estimates given the uncertainty
surrounding the assumptions and conditions upon which the estimates are based. Summarised below
arc lhe accounting estimates that require the more subjective judgment of Management. Such
assumptions or estimates regard the effects of matlers that are inherently uncertain and for which
changes in conditions may significantly affect future results.

(a} IAS 19 valuation

The valuation of the Company’s pension plans assets and expected labilities are calculated in
accordance with IAS 19 (R) requirements. The actuarial valuation for the pension benefits and
post-employment medical costs are compuled by qualified actuaries using Management's
assumplions [or discount rate and data supplied by Management; expected rate of return on Plan
assets; future salary increases and medical expense inflation rates. Each of these principal actuarial
assumptions can and will change in the future (See Note 10),

(b} il and gas reserves

The oil and gas reserves are assecssed by Management and audited by external engineers in
accordance with the Standards pertaining to the Fstimating of Oil and Gas Reserves Information
promulgated by the Society ol Petroleum Engineers.

Engincering estimates of the Company’s oil and gas reserves are inherently uncertain, Proved
reserves are the estimated volumes of crude oil, natural gas and gas condensates, liquids and
associated substances which geological and engineering data demonstrate with reasonable
cerfainty to be recoverable in future vears from known reservoirs under existing economic and
operating conditions.

Although there are authoritative guidelines regarding the engineering criteria that have to be met
before estimated oil and gas reserves can be designated as proved, the accuracy of any reserve
estimate is a function of the quality of available data and engineering and geological interpretation;
the accuracy of assumplions and judgment. There may be substantial upward and downward
revisions to the results of drilling, lesling and production after the date of the estimale.

In addition, changes in oil and natural gas prices could have an effect on the value of proved
reserves as regards the initial estimate.  Accordingly, the estimated reserves could be materially
different from the quantities of oil and natural gas that ultimately will be recorded.
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5. Critical accounting estimates and judgments (continued)

(b} il and gas reserves (continued)

(c)

Hstimated proved reserves are used in delermining depletion and impairment expenses.
Diepreciation rates on oil and gas assets using the Unit-of-Production basis are determined from the
ratio between the amount of hydrocarbons cxiracted in the year and proved producing rescrves
exisling at the year-end increased by the amounts extracted during the vear. Assuming all other
variables are held constant, an increase in estimated proved producing reserves decreases
depreciation, and amortisation expense. On the conlrary, a decrease in estimated proved producing
reserves increases depreciation, depletion and amortisation expense,

Also, estimated total proved reserves are used to caleulate future cash flows from oil and gas
properties, which serve as an indicator in determining whether a property impairment test is to be
carried out or not, The larger the volume of estimated reserves, the less likely the property is
impaired,

Lease licences

It is assumed that licences to develop ol and gas properties acreages will continue to be exlended
to the Company by the Government of the Republic of Trinidad and Tobago throughout the
remaining productive lives of the related fields. The Company’s estimates of reserves, the
estimated provisions for decommissioning and the impairment assessments are based on this
assurmplion,

(d) Impairment of asscts

(i} Goodwill
The Company tests annually whether goodwill has suffered any impainnent, in accordance
with the accounting policy stated in Note 3.4 (a). This requires an estimation of the ‘value-in-
use’ of the cash generating units to which the goodwill is allocated. Eslimating a ‘value-in-use’
amount requires Managemenl fo make an estimate of the expected future cash flows from the
cash generating unit and also to choose a suitable discount rate in order to calculate the present
value of those cash Dows, Further details are given in Note 7.

(ii) Financial asscts

Financial assets excluding trade and other receivables are assessed at each reporting period 1o
determine whether there is any objective evidence that they are impaired, while trade and other
receivables are reviewed quarlerly [or impairment.

In determining whether an impairment loss should be recorded in profit or loss, the Company
makes judgments as Lo whether there is any observable data indicating that there is a
measurable decrease in the estimated [uture cash flows, This evidence may include observable
data indicating that there has been an adverse change in the payment status of customers, or
national or local cconomic conditions. The methodology and assumptions used for estimating
both the amount and timing of future cash flows are reviewed regularly.

It there is objective evidence lhat an impairment loss on loans receivable carried at amortized
cost has been incurred, the amount of the loss is measured as the difference between the asscls
carrying amount and the present value of the estimated [ulure cash flows discounted at the
original efTective inlerest rale. The carrying amount of the asset is reduced, with the amount of
the loss recognized in profit or loss,
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5.

Critical accounting estimates and judgments (continued)

(d) Impairment of assets (continued)

(iii} Other asscts

Property, plant and equipment and intangible assets are assessed for possible impairment if
events and changes in circumstances indicate that the carmrying amount may nol be
recoverable, If assets are determined to be impaired, the carrying amounts of those assets
are written down 1o their recoverable amount. This is the higher of fair value less costs 1o
sell and value-in-use determined as the amount of estimaled discounted future cash flows,
For this purpose, assels are grouped into cash generating units based on separately
identifiable and largely independent cash inflows. Impairments can also oecur when
decisions are taken to dispose of assets. Tmpairments, excepl those relating to goodwill, are
reversed as applicable, 1o the extent of the changes in the events and circumstances that
triggered the original impairment.

Estimates of future cash flows are based on Management's estimates of future commodity
prices, markel supply and demand, product margins and, in the case of oil and gas
properties, the expected future production volumes. Other factors that can lead to changes
in estimates include restructuring plans and variations in regulalory  environments.
Dxpected future production volumes, which are based on proved reserves, arc used for
impairment testing because the Company believes this to be the most appropriate data for
expected [uture cash Nlows, Estimates of future cash flows are consistent in the Company’s
business plan. A discount rate based on the Company’s marginal cost of debt is used,

Assumptions on future oil prices tend to be stable because the Company does not consider
short term inereases or decreases in prices as being indicative of long-term levels. The
future prices used in impairment testing are determined after assessments of drivers;
historical analysis, trends and statistical volatility are part of this asscssment, as well as
analysis of possible future global and regional economic conditions.

(e) Decommissioning and environmental obligations

(i)

Decommissioning obligation

Obligations related to the removal of tangible equipment and the restoration of land or
scabed, once operations are terminated, requires the recognition of significant provision for
decommissioning. Estimating the future cost of asset remowval iz difficult and requires
Management to make estimates and judgments because most of the removal obligations are
many years in the future, and related contracts and regulations ofien contain vague
descriptions of what constitutes removal. Asset removal technologies and cosls are
constantly changing, as well as political, environmental, safely and public relations
considerations. The criticality of these estimates is also inereased by the accounting policy
used that requires entities to record the fair value of a liability for decommissioning in the
period when it is incurred (typically at the time the asscl is installed at the production
location). When the liabilily is initially recorded, the related fixed asset is increased by a
corresponding amount. Over time, the liabilities arc increased for the provisions due to
reflect the passage of time and any change of the estimates following the modification of the
future cash flows or the discount rate adopted.

The recognised decommissioning liability amounts are based upon future retirement cost
estimates and incorporale many assumptions such as expected recoverable quantities of
crude oil and natural gas, time to abandonment, [ulure inflation rates and the risk-free rate of
interest adjusted l[or the Company’s credit costs. (See Note 23),
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5. Critical accounting estimates and judsments (continued)

{¢) Decommissioning and environmental obligations {continued)

()

(ii} Environmental liabilities

Together with other companies in the industries in which it operates, Petrotrin is subjeet to
national, regional and local environmental laws and regulations conceming its oil and gas
operations, productions and other activitics, including legislation that implements inlernational
conventions or protocols. Provision for environmental costs is made when it becomes probahle or
certain that a liability has been incurred and the amount can be reasonably estimated. If a new
regulation or a notice of a repulation violalion is received, and it is likely to have a financial
impact, a provision will be recorded.

Income taxcs

The Company recognises liabilities for anticipated tax audit issues based on estimates of
whether additional laxes will be due. Where the final tax outcome of these matters is different
from the amounts thal were initially recorded, such differences will impact the income tax and
deferred income tax provisions in the period in which such determination is made.

6. Property, plant and equipment
Exploration Refinine and Other
and Development Subiotal Production ;]"Tj‘]“ Businesses and Total
Evaluation RENEEHIE Corporate
5 b 5 b 5 b ]

Year ended 2014 September 30
Opening net book

amaount 13 180,728 180,741 1,690,435 17,363,984 541,870 19,777,030
Exchange

differences {4) 5,022 4,018 {25,732) (174,720) (5425 {197 .859)
Additions 10 67,357 67,367 156,427 033,134 25991 1,182,914
[ransters -- (40,364) (40,364) 40,364 - - --
Disposals = 8 s < (19,088) = (19,088)
Depreciation

charge = s = (255,521) (485,232) (13,823} (754,576)
Clozsing net book

amoul 19 215,743 215,762 1,605,973 17,618,078 348,613 19,988 426
As at 2014 Sepiember 30
Cost ) 215,743 215,762 5869105 22,610,498 740,535 29 444 900
Accumulated

dsprecaian. = i - (4263,132)  (4992420)  (200922)  (9.456474)
Mel book amount 19 215,743 215,762 1605973 17,618,078 548,613 19985426

Page 34



Petroleum Company of Trinidad and Tobago Limited

2014 September 30

Notes to the Financial Statements (continued)
(Presented in Thousands of Trinidad and Tobago Dollars)

6.  Property, plant and cquipment {continued)

Exploration Refini Oiher
and Development Subtotal Production [:'_I""'?F.“d Businesses and Total
Exaluation sihoie Corporate
] ] h b 5 b p
Year ended 2013 September 30
Cpening net hoole
amount 743 107,169 107,912 1,742,842 16,877,383 523,229 19,251,366
Exchange
differences 1 451 452 {3801y 382 {65 (3.032)
Additions 12 90,475 O0487 181,32% [, 140,066 30,830 1442711
Transfers (653)  (17,367) (18,020 18,020 " o -
Disposals (90) i (90) (1,278) - (5) (1.373)
Depreciation
charge -- -- -- {246,676) (633,347) (12,118 (912,642
Closing nel book
amount _ i L50,728 180,741 1,690,435 17,363,984 541 870 19,777,030
As at 2013 September 30
Cost 13 180,728 180,741 5751513 21,912,981 730,680 28,575.015
Accumulated
depreciation i - - - (4,061,078}  (4.548.997) (18BH1D (8,798,883)
Dt ool sl 13 180728 180,741 L,690435 17363984 541870 19,777,030
Exploration . Other
wnd Development Suhtotal Production R:;1 “_;:‘:g.mld Businesses and Total
Evaluation Marketing Corporale
h h 5 5 ] b ]
Year ended 2012 September 31
Oipening net hook
amonnt 693 35,205 35,598 [.B78,031] 15,903,183 319,505 18,336,617
Exchange
differences (13 (374 (SHY) 33,023 4,611 (97 36,948
Additions 405 BR.438 A3.933 [46,858 1,247,557 15,957 1,499 305
Transfers (430) (15,9007 {16,330) 16,330 - -- -
Disposals - - - (63) (33) (1,695) (1,821)
Depreciation
chargs -- -- - (331,307) {277,933) {10,441} (G19,683)
Closing net boak
amaonnt 743 107,169 107,912 1,742,842 16,877,383 523,229 19,251,366
Asal 2012 September 30
Coal 743 107,165 107,912 5,356,017 20,760,984 699,660 27,130,573
Accumulated
depreciation - - -- (3,813,175} (3.BED.601)  (176431) (7, 870,207)
e iw 743 107,169 107,912 1742842 16877383 523229 19251366

Page 35




Petroleum Company of Trinidad and Tobago Limited
2014 September 30

Notes to the Financial Statements (continued)

(Presented in Thousands of Trinidad and Tobago Dollars)

6.  Property, plant and equipment (continued)

Depreciation expense of $740,753 (2013 $900,523; 2012; $609,242) has been chareed in cost of sales,
while $13,823 (2013: $12,119: 2012: $10,441) has been charged in other operating expenses. Included
in production assets under depreciation, is a reversal of previous impairment losses of $3,189 (2013:
impairment loss of 53,220; 2012: reversal of previous impairment of $18,604). No impairment losses
wire recorded Tor Belining and Marketing assets during 2004 (2013: 272,169,

Costs not subject to depreciation totalled $13,629,010 (2013: $12,218,369; 2012: $13,120.263). These
are asscls under construction in Refining and Marketing and Corporate as well as Exploration and
Fvaluation and Development casts,

As at September 30
2014 3 2012

Asscets under construction (excluding

Exploration and Evaluation and Development

costs)

Production assels 8 1,018,123 § 640,773 § 451,815
Refining and Marketing assets 12,005,199 11,658,636 12,680,536
Olher Business and Corporate assels AR9.926 378,993 317,383

Included in Refining and Marketing assets is an amount of $220,300 (2013; $221,205; 2012: $219,917)
capilalised in respect of specific borrowing costs. These are actual borrowing costs incurred, less any
investment income earned on temporary investment of borrowings. Borrowing costs were incurred on
financing for the Ultra Low Sulphur Diesel (ULSDY) project,

Included in development assets and Refining and Marketing is interest capitalised during the year, on
general borrowings of $11,253 (2013: $10,093; 2012: $16.345) and $11,290 (2013: §11,985; 2012
$22,058) respectively. The capitalisation rate on general borrowings is 1.29% (2013; 1.30%; 2012;
1.80%).
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7. Intangible assets

Exploration Refining Sofiware
and Development Subtotal Goodwill Production and i Total
Evaluation Marketing oas
5 § & 5 b £ 5 b
Year ended 2014 September 30
Opening net book
amaount 270,896 1,581,597 1,852 493 254 585 3,748,408 365,003 41,720 6,262,299
LExchangs
differences {5,960) (2,258) (8,224) (2,426) (45,756) (3.247) (416) {60,064
Additions 469917 611,835 [.081,752 -- 117,792 - 14,304 1,213,848
Trunsfers (28,109 (303,923} (332,032) -- 332,032 < s -
Bevised
decommissioning
cosl = = - - 068,074 511,839 - 1.179.913
Disposals -- - -- - (4393 -- -- (439
Amortisation charge -- -- -- -- (915,561} {28,349) (9,600) {953,510)
Closing net book
amount 706,734 1,A87.25] 2,593,980 252150 3,904,550 845,336 46,008 T.642,042
As at 2014 September 30
Cost 06,738 RET 251 2,593,989 J87.424 14,965,035 1,398,130 180,391 19,5324978
Accumulated
amortisation - -- - (135.265)  (11,060485)  (552,803)  (134,383) (11.882.936)
Met book amount 706,738 1,887,251 2,593 84 252,159 3,904,550 845,336 446,008 7,642,042
Exploration Refining Softw
and Development Subtotal Goodwill Production and b Total
Evaluation Marketing nslE
b 5 ] b + 5 5 £
Year ended 2013 September 3)
Opening net bhook
arnounl 283,556 TUT.650 1081246 254,537 5794430 768,582 40,923 7930718
Exchange
differences s07 1,731 2,538 48 {13,610) L5 (B3 (11,002)
Additions 21,534 904,548 026,084 -- 155,064 - 8,673 1,089,823
Transfers {30.562) (1223723 (152,934 - 152,534 -- - -
Revised
decommissioning
coslt - - £ -- (1,135,751)  (348,697) == (1,484 448}
Disposals (4,441) - {4,441} = -- -- -- (4,441)
Amaortisation charge -- - - -- (1204659  (54.807) (7,795 (1,267,261}
Closing net book
amount 270,886 1,581,597 1,852,493 254,585 3,748,408 363,003 41,720 b, 262,290
As at 2013 September 30
Cost 270,896 1,581,597 [.552,493 391153 14,000,803 804,760 167,686 17,306,907
Accumulated
amortisation - B =& “= (136,568)  {10.252307)  (329.667)  (1253.976) (11.044.608)
Met book amount 270,896 1,581,397 1,852,403 254,585 3,745,408 365,003 41,720 6,262,200
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7. Intangible assets (continued)
Exploration Refining Softw
and Develapment Subriutal Crondwill Production mnd T ':é “t“m
Evaluation Marketing nxts
$ b $ 5 b § 5

Year ended 2012 Seplember 30
Opening nel book

drmount 206,679 336,10 602,780 253,308 4,149,071 283,290 27,545 5,316,000
Exchange

differences & (38,192) (38,186) 1,229 {9,731 (348) (87)
Additions 20,427 602,009 622,436 - 30T AT {14) 19,253
Transfers {3.554) (102,228 (105,784) - 105,784 = -
Revised

decommissioning

ol e == -- -- 2,079,593 504,820 - 2AB4413
Disposals - - - - (1,612) - -
Amaortisation charge - & == = (R36,043)  (19%,172) (3,788)
Closing net hook

amount IS 797600 1081246 254,537 5,794,430 768,582 40,923
As at 2012 September 30
Cost 283,556 TUT 640) LORL246 392170 14825428 1,243,217 [58.967 17,701,028
Accumulaled

arnortisation - == - (137,633)  (9.030998) (4746350 (1180447 (9.761,310)
Met boak amaount 283,356 TUTEU0 1,081.246 254,537 5,794,430 768,582 40,923

Amortisation expense of $943,910 (2013: $1,259.466; 2012: $855.315) has been charged in cost of
sales while 59,600 (2013: §7.795; 2012: 55,788) has been charged 1o other operating expenses. No
impairment losses were recorded in the years ended 2012 September 30 to 2014 Seplember 30.

Costs not subject to amortisation lotalled 52,593,989 (2013: $1,852,493; 2012: $1.081,246). Included
in production assets is an amount of 336,020 (2013; $35,157; 2012: $§90,564) in respect of assels under
construction and a nel amortised amount of $1,542.233 (2013: $1,061,284; 2012: $2,618,774) in
respect of decommissioning costs. The remaining amortisation periods for these decommissioning
costs arc one (1) lo sixleen (16} years. Included in refining and marketing assets is a net amortised
amount of S843 286 (2013: $352,795; 2012: $722,660) in respect of decommissioning costs. The
remaining amortisation periods for these decommissioning costs are one (1) to fourteen (14) vears.

Included in development assets is interest capitalised on general borrowings of $40,898 (2013:
$37,721; 2012: $46,031). The capitalisation rate on general borrowings is 1.29% (2013 1.30%; 2012:
1.80%).

(a) Impairment review of goodwill

In accordance with International Accounting Standard 36 - Impairment of Assets, the test for the
impairment of goodwill was calculated based on the average S-year forecast of prices as approved
by Management. Prices beyond the 5-vear period were assumed 10 be constant.

Goodwill 15 allocated to the Company’s cash generating unit, Trinmar Operations’ Soldado field,
as this is the unit 10 which the goodwill is associated. The recoverable amount of the Trinmar
Operations oil and gas reserves was based on valuc-in-use calculations. These calculations use the
pre-tax cash fow projections based on proved reserves covering a 15-year period.

Page 38



Petroleum Company of Trinidad and Tobago Limited
2014 September 30

Motes to the Financial Statements {continued)

(Presented in Thousands of Trinidad and Tobago Dollars)

7. Intangible assets (continued}
(a) Impairment review of goodwill {continued)

The key assumptions used for the value-in-use caleulations are as follows:

= price per barrel of crude of *USH97.38/TT5619.16 and price per mscf of natural gas of
*#USS1A2/TTHR.3E, estimated using the market assumptions of the Company’s Budget for the
vear ending 2015 September 30 and 2015-201% Business Plan;

= the future cash flows were adjusted to relleel risks specific to the cash generating unit and risks
swrrounding the cash flows. These cash flows were discounted using a rate of 4.75% per
Anum;

®  the maximum economic life used for the valuation of reserves was fifty (50) vears as this
represents Management's estimation of the economic productive life of the [eld al current
rates of extraction;

= supplemental petrolewm taxes and other levies on production volumes were calculated at
prevailing rales;

* the cash flows beyond the 5-year period were extrapolated using projections based on constant
prices and constant costs;

» the carrying value at 2014 September 30 is $252,159.

Given that there was no significant change in assets and liabilities and that the likelihood of the
carrying value exceeding the recoverable amount at the time of the test to be remote, Management
believes that there are no reasonable assumptions that would cause the carrving value to exceed the
recoverable amount.  The impairment test revealed that this asset was not impaired as of 2014
September 30} and consequently no write down of goodwill is required.

*0il and gas prices quoted above ave not expressed (n thousands of dollars.

8. Impairment of fixed asscts

In assessing whether a write-down is required in the carrying value of a potentially impaired intangible
assel, or an item of properly, plant and equipment, its carrying value is compared with ils recoverable
amounts. Unless otherwise indicated, the recoverable amount used in assessing the impairment
charges (described below) is its value-in-use which is derived using a discounted cash flow model.
The future cash llows are adjusted for risks specific to the asset and are discounted using a pre-lax
discount rate of 4.75%. This discount rate is derived using a 20-year US treasury rate adjusted for
specific risks related to country, industry and company.

Fxploration and Praduction

The value-in-use is based on cash ows expected to be generated by the projected oil and natural gas
production profiles up to the expiration of the licence agreement. Key assumptions used for the value-
in-use calculations are as follows:
= revenues were detived using projecled production and future prices. This data was oblained
from market experts (See Note 5(h));
= direct operating costs were projected based on past experience and available historical data on
lifting casts,
= the time horizon used for the valuation of the reserves was [fly (50) vears as this represents
Management’s estimation of the economic productive life of the field al current rates of
exlraction;
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3.

Impairment of fixed asscts (continued)

Exploration and Production fcontinued)

* supplemental petroleum taxes and other levies on production volumes were calculated at
prevailing rales;

* the cash flows beyond the 5-year period were extrapolated using projections based on constant
prices and constanl costs,

Mo impairment losses were recorded during the vear, but the Company rceognised a reversal of
previous impairment losses of 53,189 (2013: impairment loss of $3,220, 2012: reversal of $18,604)
with respect to one cash generating unit. It is estimated that an increase in the cost of capital by 5%
would nol cause Lthe carrying amount to exceed the recoverable amount,

In light of lower crude o1l and gas prices subsequent to the year ended 2014 September 30, a sensitivity
analysis was done using average forecast prices based on the 2015-2019 Business plan, The resulling
cash flows showed one cash generating unit as being impaired.

Explovation and Evaluation assets

In accordance with [FRS 6, exploration and evaluation asscts arc assessed for impairment annually or
if there are any indicalions thal the assets might be impaired. There were no facts and circumstances
indicating that the Company should test these assets for impairment. The following indicators were
evaluated 1o determine whether these assets should be tested:

o the period for which the Company has the right to explore in the specific area;

s whether substantive expenditure on [urther exploration and evaluation in the specific arca is

budgeted or planned;

« whether exploration and evaluation in the specific area have not led to the discovery of
commercially viable quantities and the Company has decided to discontinue such activities in
the specific area;

« sufficient data exist to indicate thal, although a development in the specific area is likely o
proceed, the carrying amount of the exploration and evaluation asset is unlikely to he
recovered in {ull from suceesslul development or by sale.

Mo amounts related to exploration aclivities were written off in the Statement of Profit or loss and
other Comprehensive Income in the yvear ended 2014 September 30 (2013: $4,530, 2012: $nil).

Refining and Marketing

The Company assesses its fixed assets for possible impairment in circumstances which indicate that the
carrying values of the assets may not be recoverable. Such indicators include changes in the
Company’s business plans, changes in product prices leading to an unprofitable performance, low
plant utilization and evidence of physical damage. Il there are low refining and marketing margins
during an extended period, the Company may need to recognise impairment charges. The Company
estimates value-in-use using a discounted cash flow model. The key assumptions, to which the
calculation of value-in-use for the Refining and Marketing division is most sensitive, are refinery gross
margin, capital expenditure and discount rate. The average value assigned lo the refinery gross margin
during the plan period is based on *US$9.15 per barrel. For the purpose of determining valuc-in-use,
risk-adjusted cash flows for a period of 19 years have been used at a discount rate of 4.75% per annum.

Refining and marketing recoverable amount exceeds its carrving amount by $1,260,199, Based on
sensitivity analysis, a change of 1% in the cost of capital would change the value-in-use by 51,533,703,
A change in gross margin of *USS0.50/bbl would change the value-in-use by $4,519,601.

*0il and gas prices guoted above are not expressed in thousands of dollars.
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9,

10.

10.1

Other costs related to exploration for and evaluation of oil and natural gas resources

There were no costs related to exploration activities that were expensed in the year ended 2014
September 30 (2013: 84,530 2012: $nil),

Assets and liabilities related (o the exploration for and evaluation of mineral resources other than those
presented in Notes 6 and 7 above are as follows:

As at September 30
2014 2013 2012
Pavable Lo conlractors and operators ¥ 8,498 $ 3472 § 11,387

Year ended September 3

2014 2013 2012
Met cash used in operating activities $ - £ (4,530) h -
Net cash used in invesling activities $(421,907) F(20,673) § (15577

Retirement benefit asset! (obligation)
Employee benefits
The majority of the Company”s cmployees participated in one of the Company’s two (2) pension

plans (the Plans). ‘The Plans are of the defined benefit type and are established under I'ust with
the Tollowing Trustees:

Pension Plan Membership Trustee
Petrotrin Employees’ Pension All employees excluding ex Republic Bank Limited —
Plan (PEFF) Trintopec monthly rated Trust and Assel Management
employees Division
Trintopec Staft Pension Plan All ex-Trintopec monlhly rated  RBC Trust Limited
{5PF) employees

The SPI is exempt approved under the Income Tax Act whilst the PEPP is vel to be approved by
the Board of Inland Eevenue and registered with the Central Bank.

The Plans are tunded to cover pension liahilities in respeet of service up to the reporting date. They
are subject to independent actuarial valuations at least every three (3) years, on the basis of which
the independent qualified actuary cerlilies the rate of employer’s contributions which, together with
the specified contributions payable by the employecs and proceeds from the Plans’ assets, are
expecied 1o be sufficient lo fund the benefits payable under the Plans,

Employees contribute to the Plans at a rate of 7% of pensionable pay (basic salary, wages and cost
ol living allowance), reducing to 4% after 31 years’ pensionable service. For the year ended 2014
September 3{, the emplover’s contribution rale was 14% of pensionable pay tor PEPF and SPP,
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10, Retirement benefit assel/ (obligation)

101 Employee henefits {continued)

The Pension Plans pay:

s Pensions calculated on the basis of service, acerual rale and pensionable salary, and are
subject to a limitation of 66 2/3 % of final pensionable earnings, Upon relirement, the
member has an option of either 100% monthly pension or 75% reduced monthly pension
plus a tax-free lump sum. The pension is guaranteed for 15 years and payable for the
lifetimne of the member;

¢ Dieath afier retirement benelit equal to a lump sum of three (3) months pensionable basic
garnings at time of retirement;

e Death in service benefit of refund of contribulions plus interest in addition to four (4)
times member’s annual pensionable earnings at the time of death;

s Dsability benefit equal to 60% of pensionable earnings atl time of disability for a fixed
period, but not alter age 60;

e Spousal benelil of 50% of the pension the pensioner was in receipt of at the time of
retirement and 63% for Trinmar pensioners alter guaranteed period expires.

A full independent actuarial valuation of the Plans was carried out as at 2013 September 3{ and revealed
that the funding level of the PEPP was 107% whilst that of the SPP was 147%. The aggregate market value
of assets of the former Plans that now [orm the PEPP stood at 59,286,800 as at 2013 September 30 whilc
that of the SPP stood at $1,754,300.

There are 2 self-administered Medical Plans for healtheare in respect of employees and retirees of the
Company. All employees are eligible for membership in the Petrotrin Employecs Medical Benefit Plan
and the Trinmar Plan, where the coverage includes major medical expenses, hospitalisation, dental and
optical care. All retirees are eligible for membership under the Petrotrin Retirees” Medical Assistance Plan
and the Trinmar Plan where the coverage includes limited medical expenses, hospitalisation for surgery
only, dental and optical care, Provision has been made in respeet of these medical benefits due to retirees
only. No cover is provided to former deferred pensioners even after their pension comes into payment.

An updated valuation of all of the Plans’ assets and expected labilitics as at 2014 September 30, was
carried oul by independent acluaries in accordance with the requirements of TAS 19 revised, This
valuation is based on the most recent full actuarial valuation al 2013 September 30, rolled forward to
reflect developments since that date which would have a significant effect on the defined benefit obligation
and service cosl and on up-lo-date assel values. Financial assumptions used in the 2013 valuation arc
revised to reflect prevailing current economic conditions while the demographic assumptions remain
identical to those used in the latest full actuarial valuation,

The charge to the Profit and Loss includes current service cosl, nel inleresl on net retirement
benefit/obligation, past service cost and administrative expenses,
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1{l. Rctirement benefit asset/(obligation) (continned)

Asset/(Obligation) in statement of
financial position:

Retirement benefit asset - Pension henefils
Retirement benefit obligation - Medical

benefits

Fxpense recognised in profit or loss:

Net pension cost
Met henefit cost

(a)
(b)

()
(b)

{a) Retirement henefit asset - pension benefits

As at September 30

2014 2013 2012
$ 444,500 F 476,000 $ 226,300
(2.871.500) {2,604,500) (2,378.900)
$ (2,427,000  $ (2,128,500) $ (2,152,600
Year ended September 3
2014 2013 2012
$ (241,400 $ (244,700 $ (154,800
(199,800} (182.900) {(157.900)
$ (441,200) B (427.600) $ (312,700

The amounts recognised in the statement of financial position for both plans are determined as follows:

P'resent value of defined benefit obligation

Fair valuc of Plan assets
Surplus
Effects of Asset Ceiling

Nel relirement benefit asset

As at September 30

2014 2013 2012
$(10,421,200) $ (10,296,500)  $ (10,031,300)
11,314,700 11,007,700 10,406,400
£93,500 711,200 75,100
{449,000} {235.200) (148,800)
5 444,500 $ 476,000 5 226,300

This assct represents the present value of the reduction in future contributions, as advised by the

actuaries.

hMovement in present value of defined benefit obligation during the vear,

Defined benefit obligation at start of vear

Currenl service cost

Interest cost

Members® contributions

Past service cost

Re-measurements;
-Experience adjustments

-Acluarial gains [rom changes in Gnancial

assumptions
Benefits paid

Defined benefit obligation at end of year

2014

S (10,296,500)
(265,500)
(501,200)
(85,600)

| 78,000

549,600

As at September 30

$(10,421.200)

2013 2012
§ (10,031,300) %  (8,056,900)
(256,400) (210,500)
(487,800) (489,600)
(82,900) (73,800)
- (1,200
5,400 (608,600)
i (1,044,600)
556,500  _ 453,900
$ (10296500 § (10,031,300)
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10, Retivement benefit asset/(obligation) (continued)

(a) Retirement benefit asset - pension benelits {continued}

Movement in Fair Value of Plan assets during the year:

As at September 30

2014 2013 2012
Fair Value of Plan assets at start of vear 11,007,700 10,406,400 B 9,416,200
Interest income 342 900 512,500 80,900
Eeturn on Plan asscls, excluding inderest income 65,900 414,600 656,500
Company contributions 165,000 163,400 137,100
Members' contributions 85,600 82,5900 73,800
Benefits paid (549,600) (536,500) (433,900)
Administrative expenses (5. 8007 {5,600} N {5,200)
Fair Value of Plan Assets at end of year $11.314700 % 11,007,700 £ 10,406,400

Movement in the asset recognised in the statement of financial position:

As at September 30

2014 2013 2012
Eetirement benelil assel at start of year 476,000 5 226300 b 892,800
Met pension cost (241,400 {244, 700) {154,800)
Fe-measurcment recognised in other
comprehensive income 44,900 331,000 {648,800
Company contributions paid | 65,000 163,400 _ 137,100
Feliremenl benefit assel al end of year g 444500 % 476.000 % 226,300

Contributions to post-employment benefit plans for the year ending 2013 Seplember 30 are expectad
to be approximately $163,000,

The amourds recognised as part of administrative expenses in profit or losses were determined as

follows:
Year ended September 30
2014 2013 2012
Current service cost F (2655000 % (256,400) b (210,500)
Interest income on Plan assets 20,900 17,300 62,100
Past service cosl - - (1,200}
Administrative expenses 3 (5.800% (5,600) (5,200
Met pension cost (Note 28) S (2414000 5 (244.700) $ (154,800)
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L0. Retirement benefit assct/{ohligation) {continned)

{a) Retirement benefit asset - pension benefits (continued)

Fe-measurcments recognised in Other Comprehensive Income:

Fxperience gains/(losses)

Effect of Asset Ceiling

Ee-measurcments recognised in olher
comprehensive income

The actual return on the Plan assels was:

Actual retum on Plan assels

Year ended September 30

2014 2013 2012
§ 246000 410000 § (996,400
(202,000) (79.000) 347,600

B 44900 $ 331,000 $  (648,800)

As at September 30
2014 2013 212

$ 611,800 b 917,100 $ 1,237,700

The Plans® assets are fully invested in a diversified general portfolio fund managed by the various

Trustees, Asset allocation is as follows:

Locally listed equities
Overscas cquitics

Bonds

Morlgages

Mutual Funds

Cash and cash equivalents

Fair value of Plan assets at end of vear

As at September 30

2014 2013 2012

S 3.641.000  § 3507600 S 3,149,100
1,638,700 1,503,500 1,117,900
5,458,400 5,059,800 4,680,600
16,500 22,200 29,900
100,400 97,400 291,700
459,700 817200 1137200

$11,314,700 5 11,007,700 $ 10,406,400

The principal actuarial assumptions used were as follows®:

Discount rate
Future salary increases

* Rates shown are per anntim

As at September 30

2014 2013 2012
5.00% 5.00% 3.00%
4.73% 4.75% 4.75%

No allowance was made for increases 1o pensions in payvment or deferment, This is consistent with the
basis used in previous years. Any pension increases granted are thus treated as a once-off event and
would give rise o a past service cost under LAS 19 in the year of implementation. An allowance for
future administrative expenses of 0.5% of pensionable earnings was assumed in the respective years.

Assumptions regarding future mortality experience are set based on actuarial advice in accordance with
published statistics. Post-retirement mortality is obtained from the Standard PMA (80) and PFA (80)
tables centred in year 2010 for current pensioners and 2020 for future pensioners,
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1. Retirement benelit asset/{obligation) {continued)

(a) Retirement benefit asset - pension benefits (continued)

These tables translate the average life expectancy in years and experience history of a pensioner
retiring at age 60 as follows:

Mortality assumplions:

As at September 30

2014 2013 2012
Life expectancy at age 60 for current pensioners in years
Male 21.0 21.0 21.0
Female 25.1 251 25.1
Life expectancy at age 60 for current members aged 40 in years
Male 21.4 214 21.4
Female 254 254 254

Sensitivity Analysis

The calculation of the defined benefit obligation is sensilive to the assumptions used. The following
table summarises how the delined benefit obligation as at 2014 September 30, would have changed as
a result of a change in these assumptions,

I%pa higher 1%upa lower

$ 5
- Discount Rate (1,061, 100) 1,303,900
- Fulure salary increases 347,000 {309, 000)

An increase of one (1) vear in the assumed life expectancies shown above would increase the defined
benelt obligation at 2014 September 30, by $157,000,

The sensilivilies were caleulated by re-calculating the defined benefil obligations using the revised
assumplions,
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10. Retirement benefit asset/(obligation) {continued)
(b) Relirement benefit obligation - medical benefits

Maovement in Present Value of Relirement Benefit Obligation:
As at September 30

2014 2013 2012

Retirement benefit obligation at start of year 526045000 F (2378900} ¥ (1,855,700)
Current service cost {71,900} {66,000 {44,300)
Tnterest cost (127,500} {116,900 (113,600)
Re-measurements:
- Expericnce Adjustments (160, 700 {134,200) (42,300}
- Actuarial gains from changes in financial

assumptions - -- {399,100}
Benefits paid by Company (net of retiree

contributions) 93,500 91,500 T, 100
Fetirement henefit obligation at end of vear 3 (2871500 £ (2,604,500 S(2.378.900)

Feconciliation of Opening and Closing Balance Sheet Entries:

As at September 30

2014 2013 2012
Retirement benefit obligation at start of year $ (2,604,500 B (2,378,900} F(1,855700)
Met benefit cost {199, 800) {182,900 (157,200)
F.e-measurements recognised in other comprehensive
income {160, 700) (134,200) {441,400}
Benefits paid by Company [net of retiree contributions) 03,500 91.500 76,100
Retirement benefit obligation at end of year § (28715000 % (2.604,500) 5 (2,378.900)
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11 Retirement benefit asset/(obligation) (continued)
(b) Retirement benefit obligation - medical benefits (continued)

The amounts recognised as part of administrative expenses in profit or loss were defermined as

follows:
Year ended September 30
2014 2013 2012
Current service cost S (71,9000 % (66,0007 8 {44,300
Interest on retirement benefit obligation {127.900) 116,900 (113.600)
Net benefit cost (Note 28) S (199.800% §  (182,900) S (157.900)

Re-measurements recognised in Other Comprehensive Income:
Year ended September 30

2014 2013 2012
Experience gains/{losses) o (160.700) b (1342000 S {441,400}

Summary of principal assumptions used were as follows*:
As at September 30

2014 2013 2012
Discount rate 5.00% 5.00% 5.00%
Medical expenses increascs 3.75% 5.75% 3.75%

* Rates shown are per anmimn.

Sensitivity Analysis

The caleulation of the defined benefit obligalion is sensitive to the assumptions used. The following
table summarises how the defined benefit obligation as at 2014 September 30 would have changed as a
result of a change in the assumplions used.

1%pa higher 1%pa lower
5 b
- Dizcound Rate {400,400) 514,400
- Medical expenses increases 507,000 (404,400}

An increase of 1 year in the assumed life expectancies shown above would increase the defined benefit
obligation at 2014 Seplember 30 by $153,000.

The sensitivities were caleulaled by re-caleulating the defined benefit obligations using the revised
assumptions,
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11. Awvailable-for-sale financial instruments

As at September 30

2014 2013 2012
Lia Brea Industrial Development Company Limited
(LA 5 48,435 3 3,983 5 3,982
Metal Industries Company Limited 191 192 192
Lake Asphalt of Trinidad and Tobago (1975} Limited
(LA -- 1 |

5 48,626 S 4.176 b 4,175

Included above, is an investment in an associale — LABIDCO., LABIDCO is principally engaged in
the promotion and development of an industrial estate as well as marine infrastructure facilities at La
Brea. Petrotrin currenily holds a 19% share of equity interest in this associate, and has significant
influence through representation on the Board of the inveslee and participation in the policy making
process. The Company recognised an increase in investment of $44,537 during the year ended 2014
September 30 (2013 and 2012: $nil).

There were no disposals during the year and no impairment losses were recorded in the years ended
2012 Seplember 30 to 2014 September 30. During the vear ended 2014 Seplember 30, the Company
recovered $14,005 related to one of ils investments, and in turn reversed the equivalent amount of
previously recognised impairment losses, These investments are nol rated.

12, Invesiments in subsidiaries

As at September 30

2014 2013 2012
Trinidad and Tobago Marine Petroleum Company
Limited (Trintomar) $ 2 b 2 3 2
Trinmar Limited { Trinmar) > 2 2
Trimidad Northern Arcas Limited (INA) T21 721 T21
Petrotrin EAP Services Limited (PEAPSL) 1,500 1,500 1,500
Total Investments in Subsidiaries b 205 s 2225 & 2225
Country of Proportion of Issued
Name of Company Incorporation Equity Capital held
Trintomar Trinidad and Tobago B0%

Trintomar is principally engaged in developing and producing natural gas from the Pelican Field which
ariginally [ormed part of the South East Coast Consortium area.

Trinmar Trinidad and Tobago 100%,

Trinmar operated certain concessions in accordance with a Marine Operating Agreement dated August 1,
1960, This company is now dormant.

TNA United Kingdom 100 %

TNA was formed for the specific purposce of holding certain licenses. These licenses assign certain
rights to explore for, drill, develop, produce and take oil, natural gas and other hydrocarbons from
certain geological areas within the jurisdiction of Trinidad and Tobago,

PEAPSL ‘Trinidad and Tobago 100 %

PEAPSL provides counsclling services for emplovees and third parties,
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13. Investment in joint venture
As at September 30
2014 2013 2012
World GTL Trinidad Limited (WGTL-TL) 1 B ]
World GTL Trinidad Limited (WGTL TL), a jointly controlled entity between World GTL St Lucia
Limited and Petrotrin, is a limited hability company incorporated under the laws of Trinidad and
Tobago. Petrotrin currently holds a 49%, shareholding in WGTT, TT..

Diue to significant increases in capital construction costs and the inability (o meet project completion
dates for the Gas-lo-Liquids plant being constructed by WGTL TI, Petrotrin in ils capacily as lender
placed this jointly controlled entity in receivership on 2009 Seplember 25, The asset was fully impaired
in the year ended 2009 September 30. No additional impairment losses or reversals of previous
impairment losses were recorded in the years ended 2010 September 30 to 2014 September 30,

Mo financial statements were received from WGTL Trinidad Lid for the vears ending 2010 September
30 1o 2014 September 30. Therefore, Petrotrin’s share of losses/profits could not be deternned.

On 2011 February 01, the Receiver published a notice advertising the sale of an unfinished Gas-to-
Liquids plant and other assets of World GTL TL. (See Note 38 (¢)).

14. Net deferred income tax assets/(linbilitics)
Deferred income taxes are calculated on all temporary differences under the liability method using tax
rates of 55% (Exploration and Production Operations (E&P)) and 50% (Refining and Marketing
Operations (R&M)).

The movement of the deferred income tax account is as Tollows:

As at September 30

2014 2013 2012
Al start of year $ 1,853,870 % 95,176 b (1.271,684)
Credit for the year
Fecognised in profit or loss (Note 32) [,480,139 1,864,322 784,766
Eecognised in other comprehensive
income 57900  _ {105.628) 382,094
At end of year $ 3391909 S 1853870 § 95,176

Deferred income tax assels are recognised Lo the extent that realisation of the related tax henefil is
probable.
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14. Net deferred income tax assets/(liabilities) {continued)

Deflerred income tax assets and liabilities in the statement of [inancial position, and the deferred tax
credit to profit or loss, are altributable Lo the following items:

As at 2013 - S As
September 3() (G gedy Crodited Scpical:ﬂl]{ill‘iﬂ
Other
comprehensive
Profit/{loss) income
b 5 $ b
Deferred income tax assets
Retirement benefit obligation 1,390,803 51,202 80,350 1,522,355
Provision for abandonment 3,031,604 808,931 - 3,840,535
Vacation leave payable 97,119 1,668 o 98,787
Tnterest pavable 244 770 5,602 =5 250,372
Tax losses carried [orward BT 807 2094514 - 8872421
11,542,203 2.961,917 80,350  _ 14,584,470
Deferred income tax liabilities
Accelerated lax depreciation (E&P) (2,264,437) (582,691) = (2,847,128)
Accelerated lax deprecialion (Bé&M) (7,171,321) (889,604) o (8,061,015)
Retirement benefil asset (254,184) 48,734 (22,450) (227,900)
Exchange gain o 1,609 {58,127} -- (56,518}
(9,688,333) (1,481,778) (22,450) {11,192.561)
Net deferred income tax assets 1,853,870 1,450,139 57,900 _ 3,391,909
Asat 2012 : ; 3
September 30 (Charged)/Credited S;}:e*:fbg;ﬂ
Other
comprehensive
Profit/{loss) income
b b b b
Deferred income tax asscts
Eetirement benefit obligation 1,270,333 207,224 {176,754) 1,390,803
Provision for abandonment 3,607,680 (376,070) - 3,031,604
Vacation leave payable 92,549 4,570 - 97,119
Interest payable 267,308 (22,538) 244 770
Tax losses carried forward __ 4661743 2,116,164 6,377,907
9,899.613 1,819 344 (176,754 11,542,203
Deferred income tax liabilities
Accelerated tax deprecialion (E&P) (3,156,046} 891,600 o (2,264,437)
Accelerated lax depreciation (R&M) (6,521.806) (649,515) -" a7l A2
Retirernent benelit nssel {120,844 (204, 466) 7126 {254,184)
Exchange gain (3.741) 7350 P - 1.609
(9,804 437 44,978 71,126 (9,688.330)
Net deferred income tax assets 95 176 1,864,322 (105,628) 1,853,870
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14. Nel deferred income tax assets/(liabilities) (continued)

Asat 2011 ; i As at 2012
Santember 30 (Charged)/Credited September 30
Other
comprehensive
Profit/{loss) income
5 b b $
Deferred income tax assets
Fetirement benefil obligation a9{),944 43,756 235,633 1,270,333
Provision for abandonment 2,032,467 1,575,213 -- 3,607,680
Yacation leave payable 73,924 18,625 -- 02,549
Interest payable 364,889 (97.581) - 267,308
Tax losses carried forward 3102101 1.559.642 ; - 4,661,743
6,564,325 3.099.655 235633 9899613

Deferred income tax liabilities
Accelerated tax depreciation (E&P) (2,166,042) {990,004} -- (3,156,046)
Accelerated tax depreciation (R&M) {5,255,613) (1.266,193) - (6,521,808)
Retirement benefit assel (476,755) 9450 346,461 (120,844)
Exchange gain 62,401 (68,1420 - (5.741)

(7,836,009 (2.314,889) 346,461 ~{9,804.437)
Net deferred income tax assets _ (1,271 ,684) 784,766 582,094 95,176

15. Income taxes recoverable
As at September 30
2014 2013 2012

S 530,506 $ 530,506 S 530,506

These amounts represent overpayments of Petroleum Profits Taxes resulting from re-filing of tax
returns to claim previously un-utilised tax losses.

16. Cash in escrow - sharcholder

As at Scptember 30
2013

84,839

2014
109,858

maz
71,949

The new land licences agreements effective in the year 2006, contain a clause requiring Petrotrin to
establish an escrow account at an approved financial institution in the name of the Mimister of Energy and
Energy Aflairs. Cash reserves, caleulated based on production volumes, are to be accumulated in the
account for use as a contingency fund for remediation of pollution arising from Petroleum operations
carried out under the licenses, as well as the eventual decommissioning of wells and facilities in the
licensed areas. The Minister has sole discretion to access these funds in the event that Petrotrin fails to
elfect any environmental clean-up, properly abandon wells or decommission facilitics. However, once the
Company fulfils all decommissioning obligations to the satisfaction of the Minister, and upon
determination of the license, the Minister shall return all existing funds in the escrow account to Pelrolrin.
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17. Loans receivable

As at September 30

2014 2013 012

{a) Point Forlin LNG Exporls Limited b -- b 1,925 S 3,386
{b) World GTL Trinidad Limited (WGTL TL) = - =
{¢) World GTL Inc. -- -- -
{(d) World GTL Trinidad Limiled {WGTL TL) in

receivership -- - _ -

&= § 1920 g 3386

af wihich:
Current portion h - § 1,252 & 1877
Non-current portion e 677 1.509
Al end of year 5 - 5 1,929 5 3,386
Beginning of vear b 1,929 5 3,386 £ 5419
Disbursements 5,068 5,173 9.375
Impairment loss (Note 29) {5,068) {5,173) (9,375}
Reversal of previous impaimment losses (Note 29) 88 420 468
Recoveries {2,013) {1,877 (2.500)
Exchange differences {4} -- AN
End of year 5 - 5 1,929 $ 3,386

a) This amount represents a non-interest bearing loan, which was Pelrotrin’s share (19.5%) of Point
P

Fortin LNG Exports Limiled’s (PFLE) funding request of its shareholders. Under the PFLE
Shareholders/Affiliates Facility Agreement of 2002 May 01, Petrotrin along with the other
sharcholders of PFLE agreed to each make awvailable a revolving working capital facility of an
amount up to a total of US§10,000 (TT$63,583) for an initial period to 2009 June 30, with any
outstanding amounts being repayable in full by 2009 December, This loan was fully repaid in 2014
July.

{b) This loan arosc from Pelrotrin’s settlement on 2009 July 07, of a loan payable by WGTL TL to a

(c)

financial institution. As a result, 100% of the rights and interests of the Lender under its Credit
Agreement with *“WGTL TL® were assigned to Petrotrin,  On 2009 Seplember 25, Petrotrin
exercised its rights under the assigned Credit Agreement to appoint a Receiver afler WGTL TL
[ailed to repay the subject loan on its maturity on 2009 September 18, Due to insufficient cash flows
and lollowing discussions with Management and the Receiver, this loan reecivable became fully
impaired at 2010 September 30 (USH127, 807/ TTSR01,936)*,

The Guarantee Contribution Agreement of 2007 January 12 between World GTL Inc. and Petrotrin
caters for the funding of cost overruns on the construction of the WGTL Trinidad Limited Gas-to-
Liguids Plant, with periodic drawdowns. This loan represented shortfalls in the funding made by
World GTL Inc,, which were met by Pelrotrin to a total amount of US$97,107/TTS609,862. These
amounts are to be repaid on the second anniversary of the date of the respective dishursement, and
inerest was accerued at 7.23% during the first year of dishursement and 7.73% thereafter. Due to
insufficient cash flows to service the WGTL TL loan, the World GTL Inc. loan became fully
impaired at 2009 September 30,

Page 53



Petroleum Company of Trinidad and Tobago Limited
2014 September 30

Notes to the Financial Statements (continued)

(Presented in Thousands of Trinidad and Tobago dollars)

17. Loans receivable (continued)

() Al a meeting held on 2009 November 18 the Board of Directors agreed that all funds advanced by
Petrotrin to the Receiver will form a secured loan belween Petrotrin and the Receiver, at an interest
rate of 10.37% [or a term of three (3) years with a one (1) year moratorium on principal repayment.

A [ull provision for impairment was recognised on this loan reecivable at 2010 September 30
(USH42 452/ TT$268,809%), Additional disbursements of US$791/TT$5,068* were made in the
vear ended 2014 September 30 (2013: USSEOT/TTSS, 1735 2012; USS1 465/ 1189,375%). A full

provision was also made [or these amounts.

* These USE amounts have been converted to TTH at the rates prevailing at the dates of the

respective transactions,

18. Inventories

As at September 30
2014 2013 2012
Materials and supplies 721,670 ¥ 581,554 $ 632,091
Less: provision for ohsolescence {54.467) (49,406 (537.951)
667,203 532,148 574,140
Crude oil 1,249,236 1,148,534 1,566,840
Refined products 2,183,738 2,705,017 2,868,084

$ 4,100,177 3 4,385,609

The Company recognised an inerease of $5,061 (decrease of $8,545 and $18,468 in 2013 and

2012 respectively) in the provision for obsolescence of its inventories.

19. Receivables and prepayments

§ 5,000,064

As at September 30
2014 2013 2012
Trade receivables b 3455816 3 4,187,231 5 3,681,606
Tess: provision for impairment of trade
receivables {61.873) {114,821y _  (59,909)
3,393,943 4072410 3,621,697
Feceivables from related parties 3,131,479 5,724,402 6,606, 108
Less: provision [or impairment of receivables {194 783} (374.35%) (265,815)
2,936,696 5,350,043 6,340,293
Other receivables 823,457 HO6,234 645,322
Less: provision for impairment of other
receivables (147,056) {149.904) (134.018)
) 676,401 656,330 511.304
Due from subsidiaries 2953 3,337 3,727
Trade and other receivables excluding
prepayments and laxes 7,004,795 10,082,120 10,477,021
Taxes recoverable 1,267 1,831 671
Prepayments 320998 284,356 235,969
Trade and other receivables including
prepayments and taxes 7341060 5 10368307 5 10,713,661
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20). Cash and cash equivalents

Cash at bank and in hand
Short-term bank deposits

As at September 30

2014 2013 2012

$ 275,123 S 304,737 § 23144
1,469,892 1.917,585 1.595.103
51745005 8 2222322 § 1,826,544

The weighted average elfective inlerest rate on short-term deposits was 0.26% (2013 0.18%; 2012
0.13%). These deposits have an average maturily of one and a half (1.5} days (2013 and 2012; one

(1) day).

21. Share capital

Authorised

300,000,000 ordinary shares of no par value

(2014 300,000,000 ordinary shares of no par value)
(2013: 300,000,000 ordinary shares of no par value)
(2012; 300,000,000 ordinary shares of no par value)

Tssued and fully paid
300,000,000 ordinary shares of no par valuc

(2014: 300,000,000 ordinary shares of no par value)
{2013: 300,000,000 ordinary shares of no par value)
(2012: 300,000,000 ordinary shares of no par value)

22. Borrowings

2014

As at September 30

2013

2012

42272274 0§ 2272274 § 2272274

The carrying amounts of borrowings are stated helow:

Gasoline Optimisalion Project /Ullra Low
Sulphur Diesel Plant
Gasoline Oplimisalion Project

Total borrowings (at fixed rates)

af which:
Currenl porlion
Non-current portion

(a)
()

As at September 30

2014 2013 2012

S 5351312 § 5395013 S 5,386,998
3,155,132 3,580,804 3,074,836

S 8506444 $ 8975817 § 9361834
§ 392068 S 395305 $§ 394,720
8,114,376 8.580.512 8,967,105

b 8506444 5 8975817 § 9,361,834
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22, Borrowings (continued)

Maturity of non-current borrowings

Later than 1 and less than 3 ycars
Between 3 and 4 years
5 years and over

As at September 30

2014 2013 2012

$ 785890 § 792259 S 789,956
393,910 397,036 395,764
6.934.576 7.391.217 7.781.385

b 8114376 § 8580512 § 8,967,103

Weighted average effective interest rates:

Year ended September 30

2014 2013 2012
- bank borrowings (medium and long-term) 8.36% 8.26% B.16%
(1) Gasoline Optimisation Project! Ultra Low Sulphur Diesel Plant
Description - | US$850 Million | US$750 Million
Carrying value at 2014 September 30 T1%5,35 1,312 TT$3,155,132
Carrying value at 2013 September 30 TT§5,295.013 TT$3,580,804
Carrying value at 201 2 September 30 _TT$5,386,993 TT$3,9?4,836
Currency | USD UsD
L " Senior Unsecured Notes under 144 | Senior Unsecured Notes under 144
Ty.r}e t_:lt MNates offered by Petrotrin AReg S AReg §

Halings

Dhate of loan

Baad/BBDE by Mood}:’s Investor
Services and Standard and Poor's
respectively

Baa2/BEB+ by Moody's Investor
Services and Standard and Poor’s
respectively

2009 Aupust 14

2007 May 08

Fixed coupon rate

9,75% per annum

6.00% per annum

&.0625%

15 vears

Yield | 9.875%
Tenor 10 years
MMoratorivim -

3 vears on principal repayments

Intercst payments

Pavable semi-annually on Aupust
14 and February 14 commencing
on 2009 Augusl 14

Principal repayments

Payable semi-annually on May 08 and
Movember 08 commencing 2007 hMay
08

Bullet

24 cqual semi-annual instalments on
cach May 08 and November 08 of
USEIT,230:-TTH200,503 bepinning

[ November 08,2010
Maturity 2019 August |4 2022 May 08
Redemption | Subject 1o optional redemption Subject to optional redemption

The proceeds of the Notes are being used to finance the Gasoline Optimisation Project (GOP), and to
construct the Ultra Low Sulphur Diesel (ULSDY) Plant.

The GOP is an exiensive upgrade ol the refinery, which, upon implementation will enable Petrotrin to
produce increased volumes of higher quality environmentally satisfactory gasoline, The GOP includes
the addition of an upgraded Fluidised Catalytie Cracking Unit (FCCU), a Naphtha Pre-Fractionation Uil
(PFU), an Isomerisation Unit, a Continuous Catalytic Regeneration Platformer Unil (CCR), an Alkylation

Unit/Acid Plant and all associated utilitics and olTsites.

during 2013,

All plants achieved commercial production

Page 56




Petroleum Company of Trinidad and Tobago Limited
2014 September 30

Notes to the Financial Statements (continued)

(Presented in Thousands of Trinidad and Toebago dollars)

22, Borrowings (continued)
(a) Gasoline Optimisation Project/ Ultra Low Sulphur Diesel Plant (continued)

The ULSD Plant is a high pressure, catalytic, hydrotreating process utilising the SynSat licensed process
technology. Upon implementation, Petrotrin will produce improved quality diesel that will meet new local
and inlernational quality specifications. In addition, the new ULSD Plant will provide additional value as
it would enable our refinery to process a broader range of crude oils, and can result in the substitulion of
relatively expensive crudes with some that are less expensive, improving overall margins, Mechanical
completion on this project is estimated at 2016 June,

Sandard Investment Grade covenants apply including limitations on liens, limitations on sale and
leaseback transactions and limitations on consolidation, merger and sale of assets. Petrotrin is required to
[urnish to the Trustee and Holders of the Notes, its quarterly and annual audited financial statements. The
former is due within 60 calendar days afler the end of each of the first three financial quarters and the
latter within 150 calendar days after the end of cach fiscal year. Failure to comply with the above
reporting requirement does nol constitute an event of default in accordance with loan decumentation,

23, Provisions

Decommissioning costs
As at September 30

2014 2013 2012
Al start of year 5 5685332 % 6,758.758 3,841,697
Revised costs estimates 1,179,913 (1,484,448} 2,584,413
Charge to profit or loss:
- Finance charge (Note 31} 344 107 411,593 333,032
- Utilisation {2,954) {2,774) (2,148)
Translation differences (56,451) 2,203 1,764
At end of year $ 7149947 § 5685332 S 6,758,758
of which:
Current portion b 13,223 8 13,752 3 18,172
Non-current portion 7.136.724 5,671,580 6,740,586
At end of year 5 7,149947  §F 5685332 % 6,758 758

This represents Management’s besl estimated cost of dismantling exploration and production assets at
the end of the producing lives of the fields and the refinery at the end of its useful life and includes the
costs of environmental remediation.

The estimated decommissioning cost at the end of the producing lives of fields is reviewed annually
and is based on engincering estimates and reports, Provision is made for the estimated cost of
decommissioning at the reporling date. The provision has been estimated using existing technology, at
current prices, and discounted using a risk adjusted rale of 4.75% (2013: 6.15%; 2012; 6.17%) per
annuin. The inerease in decommissioning costs in the vear ended 2014 September 30 1s due to a lower
discount rate ($1,099,356), combined with an increase cost structures (S80,556). The payment dates of
total expected future decommissioning costs are uncerlain but are currently anticipated to be belween
2015 and 2030.
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24, Trade and other payables

Trade payables

Due to subsidiary company
Due to related parties
Benefits due (o cmplovees
Accrued expenses

Accrued interest

Other payables

Trade and other payables excluding statutory liabilities

Due to Government of Trinidad and Tobago
- Royaltics
- Taxes other than income taxes

Trade and other payables including statutory
liabilities

25. Short-term loans

Short-term loans

2014

5 1,138,659

As at September 30

213

$ 1,590,559

2012

B 1,365,973

429 2,415 7229

177,134 189,800 213,688
640,685 596,656 636,561
1,167,259 1,564,588 1,402,502
163,192 165,399 184,388
192.906 203,113 195817
3,480,264 4,312,530 4,006,158
331,185 309,136 306,455
116,978 171,465 192,391

$ 3928427 § 4793131 $ 4,505,004
§ 5565006 S 3979968 § 3,688,914

Short-term loans during the year were unsecured with effective interest rates ranging from 0.97% to
1.63% (2013: 1.16% to 1.85%; 2012: 1.20% to 3.23%) per annum. They had varying maturily dates
of 88 (o 209 days (2013: 119 to 180 days; 2012: 60 to 180 days).
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26, Revenue

Fefined products sales
MNatural gas sales
Crude oil sales
Barvalty income

Matural gas liguids sales

27, Other operating income

Marine income

Processing lees

Income from wilitics
Interest on receivables
Recoverics from subsidiary
{Other income

Year ended September 30

2014 2013 2012

5 27,274,110 § 30,178,270 5 35,504,255
714,297 450,066 T7A19

443 8635 464,202 479,041
T37,235 714,843 Ta2,846

79421 63.624 38,030

$ 29248928 § 31,880,097 § 37.561,691
b 51,3249 b 46,0404 % 58,023
2,902 2,510 2,100
44,556 48,200 63,386
153,092 152 269 141,527

& s 45391

533,603 53,328 49 667

$ 306444 0§ 303310 S 360,094
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28, Operating costs by nature

(a} The following items are included in cosl of sales; administrative expenses; marketing expenses and
olher operating expenses from continuing operations:

Purchases
Production taxes

Employee benefits expense
(excluding retirement benefits)
(Note 30)

Production and refining expenses
Movermenl in inventories
Amortisalion of intangible assets
(Mote 7)

Depreciation (Note 6)

Operating lease rental

Loss on disposal of property, plant
and  cquipment  and  intangible
assets (Note 37)

MNet benelit cost (Nole 10)

(GGain on foreign currency exchange

Charge lor bad and doubtful debts
(Note 4.1(b))

Directors and key management
remuneration (Note 35)

Therease in provision lor inventory
ohsolescence (Mote | 8)

Net pension cost (Note 10)

Oither

Total

Cost of sales

$
18,672,013
2,993,651

1,373,705

1,598,276
420,577

543,910
740,753
451,767

26,247

27,385,086

Year ended 2014 September 30

Administrative
CAPLISCS

199,800

249
11,115

5,061
241,400
(19,933)

Marketing Other Total
EXPENSES operating
expenses
$ b 5
- - 18,672,013
e -- 2,993,651
121.264 2,251,253
- -- 1,598,276
-- 420,577
- 8,600 953,510
-- 13,823 754,576
4,962 -- 466,653
-- 19,319 19,319
= = 199,800
== (42,936) (42,936)
- - 164,436
5 11,115
-- 5,061
-- - 241,400
U7,628 249 104018
223,854 55 28,812,897
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28. Operating costs by nature (continued)

Year ended 2013 September 30

Cost of sales  Administrative  Markeling Other Tatal
expenses expenses operaling
EX]ENSes
h $ 5 b $
Purchascs 20,529 566 - - - 20,529 586
Froduction laxcs 3,090,356 o - - 3,000,356
Employvee benelils expense
{excluding retirement benefils)
{Mote 30) 1,413,900 722,302 60,561 - 2,196,853
Production and reflining expenscs 1,574,633 - - - 1,574,633
Movement in inventories 581,373 - - o 581,373
Amortisation of intangible assets
(Note 7) 1,259,466 - - 7,795 1,267,261
Depreciation (Note 6) ana,523 -- - 12,119 912,642
Operating lease rental 207 928 16,706 902 315,536
TLoss on dispasal of properly, plant
and equipment and intangible assets
(Note 37) - 5 -- 3,775 5,780
Net benefit cost (Note 10) us 182,900 " 3 182,900
Loss on foreign currency cxchange G ot B (4,548) (4,548)
Charge for bad and doubtful debts
(MNote 4.1(h)) 180,471 {939) -- - 179,532
Dircelors  and  key  management
remuneration (Note 35) - 9.504 -- -- 0,504
Decrease in provision for inventory
obsolescence (Nole 18) (92,993 1,448 -- -- (8,545)
Net pension cost - 244,700 — — 244,700
Other 77,685 55,853 (7.124) (939) 125,475
Total 29,895,998 1,232,479 54,339 20,202 31,203,018
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28, Operating costs by nature (continued)

Year ended 2012 September 30

Costof sales  Administrative  Marketing Cther Tolal
expenses CXPENSES operating
EXPENSCs
h $ 5 $ $
Purchases 26,335 6849 ae -- -~ 26,335,089
Production taxes 3,372,422 - s - 3,372,422
Employee benefits expense
(excluding retirement henefits)
(Note 30} 1,336,584 767061 60,435 - 2,164.080
Production and refining expenses 1,536,430 - - -- 1,536,430
Movement in inventories (874,776) - - - (874,776)
Amorlisation of intangible assets
(Note 7) 835315 - 5 5.7ER 861,103
Depreciation (Note 6) 609,242 - - 10,441 619,683
Operating lease renlal 208 662 14,884 054 - 314,500
Loss on disposal of property, plant
and equipment and intangible assets
(Note 37) - 1,406 -- 1,737 3,143
Mel benefit cost (Note 10} - 157,900 — .- 157,900
Loss on foreign currency exchange S g & 7,792 7,792
Charge [or bad and doubtful debts
(Note 4.1(b)) 211,229 1,083 - - 212,312
Directors  and key management
remuneration (Note 35) - f,463 -- - 6,463
Decrease in provision for inventory
obsolescence (Note 18) 1,159 (19,627} g -- (18,468)
Met pension cosl (Nole 10) =L 154,800 -l - 154,800
Uthelr 88692 66,532 56,758  (1.258) _ 210724
Tota

33,770,648 1,150,502  _ 118,147 _ 24,500 35,063,797
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29, Impairment (writc-back)/Tosses related (o investments

Year ended September 30

2014 2013 2012
Tmpairment loss related to loans receivable:
- World GTL Inc. 5 -- 5 = 5 -
~-WGTL TL s & o
- WGOTL TL in receivership _ 5.068 5,173 _ 9375
18 % 5068 8 5173 § 9.375
Feversal of previous impairment losses:
-FFLE (88) {420 (408)
- LATT (14.005) -- e
5 14.093) % (420) §  (468)
Nel impairment (write-back)/losses b (9,025} § 4753 § 8,907
30. Employee benefits expense (excluding retirement benefits)
Year ended September 30
2014 2013 2012
Salarics and wages benefits F 1476050 8 1, 437972 8 1,255,710
Allowances 1949 564 191,225 350,134
Cheerlime 340,597 319,608 304,225
Oiher personnel costs 37,408 47,523 72,400
Medical services 51,053 69,067 50,259
Travel plan 23,534 26,571 39,750
Volunlary Seleclive Separation Plan 387 1,735 1,013
Housing aid 20,714 20,819 20,930
Savings plan 31,242 33,128 28,325
MNational Insurance 6,695 49205 41,325

$§ 2251253 8§ 2196853 § 2,164,080

31. Finance income and costs

- Bank borrowings S (654,181) % (667.312) § (663,920}
- Finance charge on decommissioning costs (Note 23) (344107 (411.593) (333032}
Finance costs ) (998,288) % (1,078,905} $  (996,961)
Finance income:

- Interest on short-lerm invesiments 3,003 2,257 | .BRG
Finance income and costs $(995195) § (1.076,648) § (995072

In the vear ended 2014 September 30, the Company incurred interest on borrowings of 717,622 (2013

$743,554; 2012: §748.363), of which $63,441 (2013: $59.799; 2012: $84.434) was capitalised as

interest on general borrowings, (See Notes 6 and 7).
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32. Tax
(a) Amounts recognised in profit or loss
Tax (benefit) expense,

Current tax
Deferred income tax

Year ended September 30

2014 2013 202
$ $ b
1,386,830 1,742,036 1,695,355
(1.480,139) {1.8064,322) (784,766
(93.309) (122,286) 910,589

The tax on the Company’s profit before tax differs from the theoretical amount that would arise using the

basic tax rate applicable to profits as follows:

{Loss)Profit hefore tax

Tax calculated al a rale o 55%

- BExpenses nol deductible for lax purposes

- Income not subject lo tax

- Effect of investment tax credit (uplilt)

- Prior year tax adjustment

- R&M deferred taxes rale reduclion

- Difference duc to ranslalion

- Under provision of prior year income laxes

Year ended Scptember 30

(b} Amounts recognised in other comprehensive income:

Actuarial gains/(losses) on retirement benefit
asset — pension benefits

Actuarial (losses)/gains on retirement henefit
obligalion — medical benefits

Income tax (expensel’benclil on acluarial
gains/{losses)

2014 2013 2012
b b b

(243,695) (101,012) 1,854,009
134,031 55,558 (1,019,705)
(24,923) (26,101) (57,130)
26,510 80,738 24,965
175,305 239,996 266,694
. (9,042) -
(143,317) {135,621) (59,835)
(44,652) (3,918) 37,534
(29.645) (79.324) (103.116)
93,309 122,286  __ (910,589)
44,900 331,000 (648,800)
(160,700) (134,200) (441,400

57,900 (105,628) 582,094
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33, Contingent liabilities

(a)

(b)

(c)

(d)

(e)

()

Housing loan guarantee

The Company has guaranteed morigage-housing loans amounting to approximately $7,052 (2013
$8,076; 2012: $9.468) made by various financial instilutions to its employees participating in the
housing aid scheme operated by the Company.

Letter of credil

The Ceompany has an outstanding letter of credit facility with a financial institution for
5133,029/U85820,922 (2013: $133,257/U8820,758; 2012 $132,625/US$20,664) which expires on
2014 December 31, This credit facility was established to meel Pelrolrin®s 15% share of its
abandonment liability with respect to its TSP Toint Venlure.

Litigation

Contractors’ claims against the Company amounted to 543,715 (2013: 8330; 2012: §9,432).

There arc a number of other legal claims against the Company amounting to $30,776 (2013: $29,316
2012: §11,134) in the ordinary eourse of business, including employment and pollution. At present, it
is not possible to predict the outcome of such legal proceedings; however, the Company belicves that
they will be resolved with no material impact on Company operations, [inancial position or liquidity.

Customs bonds

Contingent liabilities in respeet of custom bonds amounted to approximately $2,253 (2013: $3,208;
2012: $5,908).

Severance payments

The Company has several union agreements, which provide for severance payments on the
retrenchment of any member who has one or more years of service. Tf and when such retrenchment
occurs the Company shall negotiate with the union the amount of severance to be paid which will be
in addition to any other benefits to which the emplovee may be entitled. Mo provision has been made
for such a conlingenl lability in these financial statements,

Financial support guarantec
Further to a letter of guarantee dated 1999 September 23, as the major sharcholder in Trintomar with

respect to abandonment liabilities, the Company has provided a guarantee of financial support in the
evenl Trintomar cannot meet its normal operating commilment,
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34. Commitments
(a) Capital commitments
Capital expenditure contracted for at the reporting date but not yel incurred 1s as follows:

As at September 30

2014 2013 2012
Property, plant and equipment $1,559888 % 786348 S 875674

(b)  Operating lease commitments — where the Company is the lessee
There were no operating lease commitments at 2014 September 30 (2013and 2012: $nil).
The lease expenditure charged to the profit or loss during the vear is disclosed in Note 28,

{c)  Sales commitments

The Company has entered into long-lerm sales contracts with a number of its customers,

At the

reporting date, these amounted to approximately §7,127,027 (2013: $6,578,128; 2012: $4,888,442),
This is for the delivery of contracted volumes. The selling price used to value the commitment is a
formula based on Platt’s reference price, which is then forecasted based on Petroleum Institute
Rescarch Associates forecasts. Sales price at the actual dale of sale is based on the pricing formula

referenced to the Platt’s posting.
(d) Purchases commitments

Purchases commitments at 2014 September 30 amounted to Snil (2013: nil; 2012: $490,230).
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35. Related party transactions

In the ordinary course of its business Pelrolrin enters into transactions concerning the exchange of
goods, provision of services and financing with aftiliated companies and subsidiaries as well as with
entities directly and indirectly owned or conirolled by the Government of the Republic of Trinidad and
Tobago.

Most sigmificant transactions concern:
# Sale of refined products 1o Trinidad and T'obago National Petroleum Marketing Company Limited.
e Purchase of natural gas from The National Gas Company of Trinidad and Tobago Limited.
# The exploration for and production of crude oil and natural gas through joint arrangements.

The following is a description of trade and financing transactions with related parlies:

As at 2014 September 30

Gross Payables Commitments
Name of Company/Equity receivables
8 b 5
The Government of the Republic of Trinidad and
Tobago (GORTT) . - -
“Taxes and other Government take e 5487119 -
-Other 115 116,978 --
Entities under common control
Trinidad and Tobago National Petroleum .
Marketing Company Limited 26,620 e -
I'he National Gas Company of Trinidad and 175 36,200 _

Tobago Limited
Joint ventures
World GTL Trinidad Limited 92,931 - -
Point Foriin LNG Exporls Limited = S i

Year ended 2014 September 30

Cost Revenue

Goods Services Goods Services
$ $ 5 ¥
The Government of the Republic of Trinidad
and Tobago (GORTT)
- Taxes 4,039,426 - --
- Other 370,342 -- =
Entities under common conirol
Trinidad and Tobago National Petroleum 11,176 - 6,719,452 7.906
Marketing Company Limited
The National Gas Company of Trinidad and 297,832 - -- =
Tobago Limited

Joint venture
Warld GTL Trinidad Limited -- -a 17,784
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35. Related party transactions (continued)
As at 2013 September 30

Gross Payables Commitments
Name of Company/Equity receivables
5 b 5
The Government of the Eepublic of Trinidad and
Tobago (GORTT)
-Taxes and other Government take - 7,758,207 -
-Other e 171,465 -
Entitics under common control
131 ] = a 1 - 1 ¥l g
Trinidad ‘1.nd l'obago Nat{nnlal Petrolenm 5,334,532 "
Marketing Company Limited '
The National Gas Company of Trinidad and .
i L
Tobago Limited k2 20,149 -
Joint ventures
World GTTL Trinidad Limited 75,758 -- 5,064
Foint Tortin LNG Exports Limited 1,929 -- -

Year ended 2013 September 30

Cost Revenue
Goods Services Goods Services
b b b 5
The Government of the Republic of Trinidad
and Tobago (GOETT)
- Taxes - 4,516,856 i &3
- Other - 358,192 - =5
Entities under common control
Trinidad and Tobago National Petroleum 11,176 - 7.047.303 0,240

Marketing Company Limited
The National (Gas Company of Trinidad and 310,405 -- --
Tobago Limited

Joint venture
World GTL Trinidad Limdled - £ 14,943
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35, Related parly transactions (continued)

As at 2012 September 30
Gross

= 3
Name of Company/Equity receivables ! El};lhll:ﬁ Cmm;:ltments
5
The Government of the Republic of 'I'rinidad and
Tobago (GORTT)
-Taxes and other Government take - 6,918,057 --
-Other 107 192 391 -
Entities under common control
Trinidad and Tobago National Petroleum
Marketing Company Limited 5,236,110 272 g
'Ihfe‘Natimmll {}.as Company of Trinidad and 1261 47,249 B
l'obago Limited
Joint ventures
World GTL Trinidad Limited 60,771 - 4,454
Paint Fortin LNG Exporis Limiled 3,386 - -

Year ended 2012 September 30
Cost Revenue

roods Services Goods Services
$ 5 $ b b
The Government of the Republic of Trinidad
and Tobago (GORTT)
- Taxes - 4,732 840 - a
- Other - 377,167 - &

Entities under common control

Trinidad and Tobago National Petroleum 10,068 - 7,084,630 R
Marketing Company Limited
The National Gas Company of Trinidad and 213,473 - -- --
Tobago Limited

Joint venture
World GTL Trinidad Limiled i = 14,293 s

k]
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35. Related party transactions (continued)

36,

Compensation of key directors and management personnel:

Compensation of persons wilh responsibility for key positions in planning, direction and control
functions of Petrotrin Company companies, including exceutive officers (key Management personnel)
congist of the Tollowing;

Year ended September 30

2014 2013 2012

Short-term employees benelits $ 10,280 & 8833 % 5,991
Long-term emplovees henefits 833 671 472
$ 11,115 8 9504 § 6463

Interest in joint operations

The Company has a shared control in the following joint operations which arc all based in T'rinidad and
Tobago:

As at September 30

2014 2013 2012
EfTective Effective Effective
Interesi Interest Interest
Block 9 Unitisation — Offshore 19.50% 19.50% 19.50%
Central Block 35.00% 35.00% 35.00%
East Brighton Block e s 30.00%
Morugza Wesl 40.00% 40.00% 40.00%,
Point Ligoure n- - 50.00%
Point Ligoure, Guapo Bay, Brighton Marine 30.00% 30.00%, -
(PGB)
South Fast Coast Consortivim 16.00% 16,00% 16.00%,
South West Peninsula 27.50% 27.50% 27.50%
Parrylands *E’ Block 25.00% 25.00%; 25.00%
Teak, Samaan, Poui (TSP) 15.00% 15.00% 15.004%
Block 1a 20.00%, 20,000 20.00%
Block 1b 20.00% 20.00% 20.00%
Block 22 [0.00% 10.00%, 10.00%
Block 3A 15.00% | 5.00% 15.00%
Galeota 35.00% 35.00% 35.00%
Guayaguayare Shallow 35.00% 35.00% 35.00%
Guavaguayare Deep 20000% 20.00% 20.00%,
Central Range Deep -- - 20.00%
Central Range Shallow & i 35.00%
Block 2ab - -- 35.00%
Mavaro/Guayaguayare a0.00% 30.00% 30.00%,
MNCMA 2 20.000% 20.00%, 20.00%
NCMA 3 20.00% 20.00%, 20.00%
NCMA 4 20,00% 20.00%, 20,000
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36. Interest in joint operations (continued)

These joint operations are involved in the exploration for and production of crude oil and natural gas,
They represent unincorporated, jointly controlled operations, The Company’s interest in the assets,
liabilities and expenditures of these ventures are included in the relevant components of the Company’s
financial statements.

The following table sets out summarized financial data of the Company’s share of the asscls and
liakilities and matcrial revenue and expenses of these jointly controlled operations. These amounts
are included in the Company’s statement of financial position and profit or loss and other
comprehensive income:;

Joint operations

Block 9 —  Teak, Central South Tast  Oiher Total
Ollshore Samaan, Block Coast
Poui (TSF) Consortivm

As at 2014 September 30
Assets: S $ $ $ $ $
Property, plant
and equipment 773,073 425,522 242 297 108,943 193,523 1,743,757
Current asscls 108,164 71,235 18,690 44,740 6,748 249 586
Liabilities:
Current liabilities HE -- 36,220 08,401 6,081 140,702
Commitments 23,511 49,247 15,194 3,631 9,500 {11,083

Year ended 2014 September 30

Revenue 605,975 452,655 165,738 257,231 55,053 1,336,652
Cost of Sales (402.619) (350.531) (146,196) (90,565) (16,086) (1,005,997)
Income lax
eXpense {150,627 (104,095) (81,273) (118,942) (35.366)  (490,303)

As at 2013 September 30
Assets: $ $ $ S S $
Property, plant
and equipment 940,471 267,665 244,361 88,136 175,926 1,768,559
Current assels 140,151 69,936 29,491 H8,413 5,501 313,492
Liabilities:
Current liabilities -~ - 41,294 78,326 20,031 139,651
Cormmitments 53,407 52,544 19,035 4,674 12,462 142,122

Year ended 2013 September 30

Revenue 365,449 474,397 131,208 322 153 314,555 1,007,962
Cost of Sales (456,949) {373.074) {130,718) (87.203) (35,780) (1,083,814)
Income tax
expense 35,877 (39.215)  (57.305) (147,105)  (221,146)  (428,894)
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36. Interest in joint operations (continued)

Assels:

Property, plant
and equipment
Current assels
Liabilities:
Current liabilities

Commitments

Revenue

Cost of Sales
Income tax
expense

Joint operations

Block % —  Teak, Clentral South East
OlTshore Samaan, Block Coast
Poui (TSI Consorlium
As at 2012 September 30
b $ $ $
1,041,861 270,101 331,414 112,782
137,302 91,060 10,788 65,614
i 3 50,506 89,055
43,761 S5R,061 39,401 3,577
Year ended 2012 September 30
720,739 488,771 53,445 345,007
(450,015) (361,372)  (122,178) (108,380)
(133,748) (77,847 (23,150} (139,495)

Oiher Total
b b
146,058 102216
3,065 307,829
26,600 166,161
15,528 160,728
-= 1,607,962

(41,869) (1,083,814)

(14,652)  (428,893)

The commitments related solely to expenditure for which vendors have been contracted. There are no
contingencies related 1o the Company”s interest in these ventures,
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37. Cash generated from operations

Reconciliation of profit before tax to cash generated from operations:

Year ended September 30

Note 2014 2013 2012

Operating activities
(Loss)/Profit before tax 5 (243,695) % (101,012y $ 1,854,009
Adjustments for:
Amortisation of intangible assets 7 053,510 1,267,261 01,103
Utilisation of decommissioning provision 23 (2,954) (2,774) (2,148)
Depreciation f 754,576 912,642 614,683
Impairment write-back related to investments {14,093) {420) (468)
Impairment loss related to investments 5,068 5,173 G375
Feversal of previous impairment losscs on

disbursements to subsidiary - -- (45,291}
Increase in investment in associate {44,537 -- -
Foreign currency translation loss/{gain} 24,127 5,248 (22,581)
Finance costs 31 095,288 1,078,905 006,961
Finance income 31 (3.093) {2,257} {(1,889)
Loss on disposal of property, plant and

equipment and intangible assets 28 19,319 5,780 3,143
Met pension cost 10 241,400 244,700 154,800
Net benefit cost 10 15949 8200 182,900 157.900
Taxes other than income taxes 1,644,033 1,795,433 2,068,344
Pension contributions paid 10 (165,000) {163,400) {137,100)
Post-employment medical henefits paid 10 (93,500) {91,500 {76,100)
Changes in working capital:
Decreasef(Increase) in accounts receivables

and prepayments 3,027 381 345,354 (2408.512)
Deereasc/{Increase) in invenlorics 280,450 623,755 (1,088.257)
(Deercase)/Inercase in other liabilibes (1,3235.204) (108, 108) (246,257
Cash generated from operations $6255916 5 5997682 § 2696015

In the cash flow statement, proceeds from sales of property, plant and equipment and intangible assets

COMPTISE:;

Year ended September 30

2014 2013 202
Met book value{Notes 6 and 7) 19,527 5,814 3.433
Loss on disposal (Note 28) {19,319} (5. 7807 (3.143)
Proceeds [rom sales 208 £ M 0§ 200
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38. Subscquent events

(a)

(b)

Contingent Habilitics - Letter of credit

The Company has an oulstanding letter of credit facility with a financial institution for
$133,029/18520,922 (2013: $133,257/US$20,758; 2012: $132,625/USS20,664) which expires on
2014 December 31, This credit facility was established to meet Pelrotrin’s 13% share of its
abandonment liahility with respecl Lo ils TSP Joint Venture.

Loans receivable from World G'TL Inc.

Pursuant 1o the Guarantee Conlribution Agreement of 2007 Jamuary 12, relating to World GTL
Trinidad Limited’s ("*WGTL Trinidad™) Gas-to-Liguid project (the “GTL Project’™), Petrotrin
funded cost overruns which were required to be borne by World GTL Tne.

On 2010 February 23, apparently in response to Pefrotrin’s appointment of the Recelver as
described in section 38 (¢) below, World GTL Inc. and World GTL of 8t. Lucia Lid. {the “WGTL
Parties™) filed a complaint against Petrotrin in the US District Courl Tor the Southern District of
New York ("SDNY™) (the “WGTL Lawsuit™). The complaint arises out of the GTL Project and
alleges fraud, negligent misrepresentation, breach of conlract, unjust enrichment, negligence and
expropriation, and seeks damages of at least US52.0 billion (TTS312.7 billion). On 2010 June 08,
Petrotrin filed a motion to compel arbitration of all claims asserted by WGTL Parties in the WGTL
Lawsuit and to stay this lawsuit. On 2010 August 11, Judge Lawrence McKenna of the SDNY
granted Petrotrin’s molion and issued an order staying the WGTL Lawsuit and compelling the
WOTL Parties to bring any such claims before the London Court of International Arbitration (the
“LCIA")., On 2010 August 25, the WGTL Parties filed a motion for reconsideration of Judge
MeKenna’s 2000 August 11 order. Judge McKenna denied the motion for reconsideration on 2010
October 22, On 2010 September 08, the WGTL Parties also filed a notice of their intenl to appeal
Judge McKenna's 2010 August 11, order to the United States Court of Appeals for the Second
Circuit. On 2010 October 26, the WGTL Parties withdrew their appeal withoul prejudice,

On 2010 February 24, Petrotrin commenced arbilration against the WGTL Parties in the
International Courl of Arbitration of the International Chamber of Commerce (the “ICC”) secking
an adjustment of Petrotrin’s equity interesl in WGTL Trinidad as required by the Guarantee
Contribution Agreement, as well as damages.

On 2011 March 16, Petrotrin submitted its parlicularised Statement of Claim to the ICC. On 2011
August 24, the WGTL Parties filed their Statement of Defence, as well as an application for leave
to asserl a counterclaim against Petrotrin,  The arbitral tribunal denied the WGTL Parties’
application on 2011 October 05. Petrotrin filed its Statement of Reply on 2012 February 27, and the
WGTL Parties filed their Rejoinder on 2012 April 16. The hearing on the merils took place on
2012 May 08 and 09,

On 2012 November 29, the Final Award was issued by the 1CC 'I'ribunal which declared that the
WGTL Parties breached their obligations under the Guarantee Contribution Agreement and ordered
the WGTL Partics (o transfer 9,398,211 common shares of WGTL Trinidad to Petrotrin, The
Tribunal also ordered the WGTL Parties (o transler additional common shares of WGTL Trinidad to
Petrotrin as compensation for accrued interest, and further ordered the WGTL Partics to pay the
majority of Pelrolrin’s legal fees and expenses in the arbitration.
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38. Subscquent events (continued)

{b) Loans reccivahle from World GTL Inc. (continued)

(c)

On 2013 March 01, the WGTL parties sent to counsel for Petrotrin a Notice of Application for an
order setting aside the portion of the TCC Tribunal’s Final Award ordering the WGTL Parties to pay
Petrotrin’s costs, which was filed in the Superior Court of Justice (Ontario). Pelrotrin has engaged
attorneys to defend the said application. To date Petrotrin has not been served with the Application
Record.

On 2011 November (4, the WGTL Parties filed a request [or arbitration (the “RFA™) against
Petrotrin in the LCTA.  The RFA arises out of the GTL Project and alleges breach of implied
contractual terms, breach of fiduciary duty, and deceit. The RFA also secks unspecified damages.
Pelrolrin filed its Response to the REA on 2011 December 3. The WGTL Parlies [iled their
Statement of Claim on 2012 March 23, in which they allege breach of fiduciary duty and repudiatory
breach of the Project Agreement and seek damages of USS211.1 million or US5227 million,
depending on the inlerest rale applied by the arbitral tribunal.

Petrotrin filed its Statement of Delense on 2012 July 02, the WGTL Parties filed their Statement of
Reply on 2012 October 26, and Petrotrin filed its Rejoinder on 2012 December 21. The hearing on
the merits was adjourned at the request of the WGTL Parties to 2013 September 30 to 2013 October
(4. The hearing was held as scheduled. Petrotrin vigorously defended against the elaims of the
WGTL Parties. The LCLA issued its judgment on 2014 April 24 dismissing all of the claims made
by the WGTL Parties and ordering them (1) to bear the costs of the arbitration and (2) to pay
Petrotrin for its legal costs.

The Parties have entered into a Settlement Agreement dated 2015 April 07 and on 2015 April 08
requested that the Court (Southern District of New York) order entry of Consent Judgments
Confirming Tinal Arbitration Awards in both the ICC and LCLA arbitrations, Petrotrin will deliver a
satisfaction of judgement upon receipt of the agreed deliverables under the Sctilement Agreement.

Sale of assets of WGTTL Trinidad Limited

On 2009 September 25, Petrotrin appointed Brian Hackett of Pricewaterhouse Coopers Ltd as the
receiver (the “Receiver™) of World GTL Trinidad Limited (“WGTL Trinidad™) following WGTL
Trinidad’s default on a loan from Petrotrin to WGTL Trinidad. Pelrotrin appointed the Receiver in
ils role as a secured lender of WGTL Irinidad and pursuant to the terms of a morlgage debenture
between WGTLL Trinidad and Credit Suisse, which Credit Suisse assigned to Petrotrin in July 2009,

On 2011 February 01, the Receiver published a notice (the “Notice™ in local and foreign
newspapers adverlising the sale of an unlinished gas-to-liquids (*GTL™) plant and other asscls of
WOGTL Trinidad. The Notice states that the GTL plant “is now in the completion phase with
sigmificant construction completed” and that the (GTL plant and other related asscts are being sold
“on an as 18 where is basis” (emphasis in original), with the purchaser heing responsible for the
payment of all outstanding rates and taxes. The sale is also conlingent upon the purchaser obtaining
cerlification from Lhe Trinidad and Tobago Ministry of Energy and Fnergy Affairs. The Notice
further states that “the Receiver 1s under no obligation to accept any of the offers received.”

Expressions of interest were received from several companies, both local and international. An
exclusivity agreement was signed between WGTL Trinidad, the Receiver and a Preferred Investor,
This agreement expired and the Preferred Investor commercial offer Lo acquire the charged assets of
WGTL Trinidad is being considered by Petrotrin. The proceeds of any commercial arangement
will be used to repay WGTL Trinidad’s eurrent indebtedness to Petrotrin,
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