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BALANCE SHEET 2018 2017 2016 2015 2014 2013 2012 2011 2010 2009 2008

Shares Issued -'000 686,033 682,033 674,833        674,833        674,833        674,833        674,833        674,833        674,833        570,852       570,640           

$'000

Shareholders' equity 1,246,554 1,063,167 878,103        725,278        634,115         586,937        511,403        471,561        392,146        267,667       200,037           

Long Term Loans 163,333 0 188,257        292,504        200,179        11,283           35,677          25,059          8,390            14,414         2,655                      

Total Gearing 236,695 240,798 281,362        404,461        303,269        250,101        103,308        40,486          10,967          19,647         6,928                      

Fixed Assets 328,434 305,237 291,234        287,251        274,269        124,109        125,701        52,556          31,724          33,616         27,189               

Current Assets 722,655 848,087 683,523        698,786        554,344        594,334        298,146        214,375        206,819        236,888       130,087             

Current Liabilities 200,641 378,117 174,265        176,390        203,856        306,450        120,544        42,858          32,684          42,117          27,341               

Inventories 285,497 391,552 446,014        389,280        288,906        176,696        131,352        95,814          84,299          58,958         46,384               

Receivables 298,268 383,313 182,946        277,927        219,644        279,491        100,343        80,833          74,646          71,433         45,900               

Cash & Cash Equivalents 135,569 73,222 31,320          22,900          14,657          93,643          1,217            24,066          17,466          5,913           37,734               

Investments 461,737 227,357 157,789        117,571         101,523        150,654        185,165        231,468        191,412        113,356        89,266               

PROFIT & LOSS 

Total Revenue 1,766,758 1,553,572 1,347,799     1,364,726     1,167,573     1,239,296     847,533        672,466        463,782        325,707       250,598           

Yearly Change 13.72% 15.27% -1.24% 16.89% -5.79% 46.22% 26.03% 45.00% 42.39% 29.97% 23.75%

Gross Profit 337,611 330,158 306,145        259,129        204,146        220,849        150,014        147,067        124,538        115,417        76,771               

Yearly Change 2.26% 7.84% 18.14% 26.93% -7.56% 47.22% 2.00% 18.09% 7.90% 50.34% 21.56%

Pre tax Profit 202,849 219,160 165,275        78,381          51,369          99,208          66,897          85,511          68,626          95,318         41,791               

Yearly Change -7.44% 32.60% 110.86% 52.58% -48.22% 48.30% -21.77% 24.60% -28.00% 128.08% -21.08%

After tax Profit 193,259 196,128 146,509        72,201          51,609          93,256          74,749          82,232          58,102          72,498         28,418               

Yearly Change -1.46% 33.87% 102.92% 39.90% -44.66% 24.76% -9.10% 41.53% -19.86% 155.11% -27.65%

IMPORTANT RATIOS

Equity to Debt ratio 5.27 4.42 3.12 1.79 2.09 2.35 4.95 11.65 35.76 13.62 28.87

Current Assets ratio 3.60 2.24 3.92 3.96 2.72 1.94 2.47 5.00 6.33 5.62 4.76

Return on equity-% 16.73 20.21 18.28 10.62 8.45 16.98 15.21 19.04 17.61 31.00 15.25

Revenues to Inventories 6.19 3.97 3.02 3.51 4.04 7.01 6.45 7.02 5.50 5.52 5.40

Revenues to Receivables 5.92 4.05 7.37 4.91 5.32 4.43 8.45 8.32 6.21 4.56 5.46

Gross Profit Margin 19% 21% 23% 19% 17% 18% 18% 22% 27% 35% 31%

Return on Assets 12% 14% 12% 6% 5% 10% 11% 15% 13% 22% 12%

Price Book Ratio 2.67 2.49 1.50 0.72 0.88 1.15 1.29 1.40 1.57 0.00 0.00
Price Sales Ratio 1.88 1.70 0.98 0.38 0.48 0.54 0.78 0.98 1.33 0.00 0.00

Cash/Invest Per Share 0.87 0.44 0.28 0.21 0.17 0.36 0.28 0.38 0.31 0.21 0.22

Net Asset Per Share 1.82 1.56 1.30 1.07 0.94 0.87 0.76 0.70 0.58 0.47 0.35

Earnings Per Share 0.29 0.29 0.22 0.11 0.08 0.14 0.11 0.13 0.10 0.26 0.05

Closing Stock Price 4.85 3.88 1.95 0.78 0.83 1.00 0.98 0.98 0.91 0.00 0.00

P.E. Ratio 16.72 13.38 9.07 7.21 10.65 7.27 8.86 7.80 9.36 0.00 0.00
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 Notes 2018 2017 
 $’000 $’000 
 

Gross operating revenue 20 1,766,758 1,553,572  
Cost of operating revenue 21(a) (1,429,147) (1,223,414)  

Gross profit  337,611 330,158  
Other income 22    106,172    104,424 

     443,783    434,582 
Administrative, selling and distribution expenses: 
 Administrative expenses 21(b) (   180,732) (   175,143)  
 Selling and distribution 21(c) (     42,308) (     36,997) 

  (   223,040) (   212,140)  

Operating profit   220,743 222,442 
Finance costs - Interest  (     18,745) (     24,606) 
Gain on acquisition of subsidiary 24 -        29,106 
Share of results of associated company 6           851 (       7,782) 

Profit before taxation  202,849 219,160  
Taxation  25 (       9,590) (     23,032)  

Profit for the year     193,259    196,128  

Other comprehensive income: 
Item that may be reclassified to profit or loss: 
 Unrealised gain/(loss) on available-for-sale  
    investments, net of tax       47,661 (       3,684) 

Total comprehensive income for the year     240,920    192,444 

Profit attributable to: 
Owners of the company  198,549 194,589  
Non-controlling interests  (       5,290)        1,539  

     193,259    196,128 

Total comprehensive income attributable to: 
Owners of the company  217,170 192,829 
Non-controlling interests       23,750 (          385)  

     240,920    192,444 
Earnings per share: 
     Earnings per ordinary stock unit 26          0.29          0.29  
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  Attributable to stockholders 
   of the company  
 Investment Non- 
 Share Capital revaluation Retained controlling 
 capital reserves reserves earnings  interests   
 (note 12) (note 13) (note 14)  (note 15) Total 
 $'000 $'000 $’000 $'000 $'000 $'000 
 
Balances at September 30, 2016 141,420     7,059 45,117    684,507       -          878,103 
 
Profit for the year       -             -            -      194,589 1,539 196,128 
Other comprehensive income: 

Unrealised loss on available-for-sale 
   investments       -             -       (  1,760)         -        (    1,924) (       3,684) 

Total comprehensive income for the year       -             -       (  1,760)    194,589 (       385)    192,444 
 

 Transaction with owners: 
 Dividends (note 27)       -             -            -      (      20,365)       -       (     20,365) 
 Issue of shares (note 12)   12,600       -            -               -              -            12,600 

    12,600       -            -      (      20,365)       -       (       7,765) 
 Change in ownership interest: 

 Acquisition of subsidiary with 
           non-controlling interest (note 24)       -             -            -              -        111,351    111,351 

    12,600       -       (  1,760)    174,224 110,966    296,030 

Balances at September 30, 2017 154,020     7,059 43,357 858,731 110,966 1,174,133 

Profit for the year       -             -            -      198,549 (    5,290) 193,259 
Other comprehensive income: 

Unrealised gain on available-for-sale 
   investments       -             -       18,621         -          29,040      47,661 

Total comprehensive income for the year       -             -       18,621    198,549   23,750    240,920 

Transfers       -       250,044      -      (   250,044)       -             -       

 Transaction with owners: 
Capital distribution (note 27)       -       (  40,924)      -      -         (    5,457) (     46,381) 
Issue of shares (note 12)     7,141       -            -             -               -              7,141 

      7,141 (  40,924)         -             -         (    5,457) (     39,240) 
 Change in ownership interest: 

 Reduction in non-controlling interest 
           [note 2(c)]       -             -            -             -         (    3,162) (       3,162) 

      7,141 209,120 18,621 (     51,495)   15,131    198,518 

 Balance at September 30, 2018 161,161 216,179 61,978    807,236 126,097 1,372,651 
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 Notes 2018 2017 
 $’000 $’000 

CASH FLOWS FROM OPERATING ACTIVITIES: 
 Profit for the year    193,259 196,128  

Adjustments for: 
 Appreciation of investment properties 22 (  18,826) (  21,674) 
 (Loss)/gain on disposal of property, plant and equipment 22 140 (    1,520) 
 Share of (profit)/loss from associate 6 (       851) 7,782 
 Gain on acquisition of subsidiary 15 -       (  29,106) 
 Depreciation 3 23,110 19,182  
 Amortisation 5 703 639  
 Interest expense 18,745 24,606  
 Interest income 22 (    2,393) (    2,756)  
 Taxation 25     9,590   23,032 

  223,477 216,313  
 Changes in operating assets and liabilities: 
  Inventories  130,958 54,462  
  Trade and other receivables  85,045 (196,948)  
  Current asset held for sale  -       21,100 
  Directors’ current account  (       305) 305 
  Trade and other payables  (  19,567)   47,569 
  Interest received   2,393     2,756  
 Interest paid   (  18,745) (  24,607) 

    403,256 120,950  
  Tax paid  (  16,965) (    7,242)  

 Net cash provided by operating activities 386,291 113,708  

CASH FLOWS FROM INVESTING ACTIVITIES 
  Acquisition of subsidiary, net of cash acquired   -       (  56,318) 
  Investments, net   (186,719) (  37,871) 
  Proceeds from disposal of investment properties   -       146,073 
  Proceeds from disposal of property, plant and equipment  1,224 8,795  
  Addition of investment properties  4 (  57,197) (  30,657) 
  Additions of property, plant and equipment  3 (  38,363) (  36,923) 
  Addition of intangible assets  5 (         44) (       729) 
  Investment in associate, net  6     3,660 (  14,308) 

Net cash used by investing activities   (277,439) (  21,938)  

CASH FLOWS FROM FINANCING ACTIVITIES: 
 Issue of shares 12 7,141 12,600  
 Loan, net   (    1,054) (  41,292) 
 Acquisition of non-controlling interest   (    3,162) (    1,539) 
 Dividends paid  27       -       (  20,365) 
 Capital distribution  27 (  46,381)       -        

Net cash used by financing activities  (  43,456) (  50,596) 

INCREASE IN CASH AND CASH EQUIVALENTS  65,396 41,174 
Cash and cash equivalents at beginning of year   56,534   15,360  

Cash and cash equivalents at end of year 121,930   56,534  

Comprise: 
 Cash and cash equivalents 11 135,569 73,222 
 Less: Bank overdraft 19 (  13,639) (  16,688) 

   121,930   56,534    
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 Notes 2018 2017 
 $’000 $’000 
 

Gross operating revenue 20 1,094,465 922,376  
Cost of operating revenue 21 (   754,838) (621,065)  

Gross profit  339,627 301,311  
Other income  22      94,654   88,042 

     434,281 389,353 

Administrative, selling and distribution expenses: 
Administrative expenses 21(b) (   127,472) (113,966)  
Selling and distribution expenses 21(c) (     42,308) (  33,611) 

  (   169,780) (147,577)  

Operating profit  264,501 241,776  
Finance costs - Interest  (     17,881) (  22,434) 

Profit before taxation  246,620 219,342  
Taxation 25 (     16,990) (  19,476)  

Profit for the year  229,630 199,866  

Other comprehensive income 
Item that may be reclassified to profit or loss: 

Unrealised loss on available-for-sale  
 Investments, net of tax  (       5,555) (       333)  

Total comprehensive income for the year      224,075 199,533 
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   Investment  
 Share Capital revaluation Retained 
 capital reserve  reserve  earnings Total 
 (note 12) (note 13) (note 14)    
 $’000 $’000 $’000 $’000 $’000 
 
Balances at September 30, 2016,  
 as previously reported 141,420       -       45,117    784,946    971,483 
Impact of prior year adjustment (note 32)       -             -            -      (     78,526) (     78,526)  

Balances at September 30, 2016, as restated 141,420       -       45,117 706,420 892,957 

Profit for the year       -             -            -      199,866 199,866 
Other comprehensive income: 
    Unrealised loss on available-for-sale 
     investments       -             -       (     333)         -        (          333) 

 Total comprehensive income for the year       -             -       (     333)    199,866    199,533 

Transaction with owners: 
Dividends [note 27(a)]       -             -            -      (     20,365) (     20,365) 
Issue of shares (note 12)   12,600       -            -             -             12,600 

   12,600       -            -      (     20,365) (       7,765) 

Balances at September 30, 2017, as restated 154,020       -       44,784 885,921 1,084,725 
Profit for the year       -             -            -      229,630 229,630 
Other comprehensive income: 
   Unrealised loss on available-for-sale 
      investments       -             -       (  5,555)         -        (       5,555)  

 Total comprehensive income for the year       -             -       (  5,555)    229,630    224,075 

Transfer        -       152,632      -      (   152,632)         -         

Transaction with owners: 
Capital distribution [note 27(b)]       -       (  40,924)      -       (     40,924) 
Issue of shares (note 12)     7,141       -            -              -               7,141 

     7,141 (  40,924)      -                       (     33,783) 

Balance at September 30, 2018 161,161 111,708 39,229    962,919 1,275,017 
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   Notes 2018 2017 
 $’000 $’000 
CASH FLOWS FROM OPERATING ACTIVITIES 
 Profit for the year    229,630 199,866  

Adjustments for: 
 (Loss)/gain on disposal of property, plant and equipment 22 140 (    1,520) 
 Appreciation of investment properties 22 (    6,000) (  10,090) 
 Depreciation 3 18,650 15,625 
 Amortisation 5 355 295 
 Interest expense  17,881 22,434 
 Interest income 22 (    2,954) (    2,756) 
 Taxation 25   16,990   19,476 

        Operating profit before change in working capital  274,692 243,330 
  
        Changes in operating assets and liabilities: 
 Inventories  (  41,008) 7,846 
 Trade and other receivables  (  63,182) (  65,438)  
 Related companies  58,523 (  14,599)  
 Trade and other payables  (    1,407) 41,479 
 Interest received  2,954 2,756 
 Interest paid  (  17,881) (  22,434) 

         Cash generated from operations  212,691 192,940 
  Tax paid   (  14,180) (    6,264) 

      Net cash provided by operations   198,511 186,676 

CASH FLOWS FROM INVESTING ACTIVITIES 
 Investment in associate, net 6 3,660 (  14,308) 
 Proceeds from disposal of property, plant and equipment  850 4,480 
 Additions of property, plant and equipment 3 (  30,085) (  30,339) 
 Investment in subsidiary companies  (       682) (  57,273) 
 Additions of intangible assets 5 -       (       442) 
 Investments, net  (  59,765) (  15,909)  

    Net cash used by investing activities   (  86,022) (113,791) 

CASH FLOWS FROM FINANCING ACTIVITIES 
 Issue of shares 12 7,141 12,600  
 Loans, net  (    1,054) (  40,864) 
 Dividends paid 27 -       (  20,365) 
 Capital distribution 27 (  40,924)       -        

           Net cash used by financing activities   (  34,837) (  48,629) 
 
Net decrease in cash in cash and cash equivalents  77,652 24,256 
Cash and cash equivalents at the beginning of the year   40,017   15,761 

Cash and cash equivalents at end of year  117,669   40,017  

Comprise: 
 Cash and cash equivalents 11 130,984 56,705 
 Less: Bank overdraft 19 (  13,315) (  16,688)  

    117,669   40,017  
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1. Identification 
 

Jamaican Teas Limited (“the company”) is incorporated and domiciled in Jamaica, with registered 
office located at 2 Bell Road, Kingston 11, Jamaica. The company has been l isted on the Junior 
Market of the Jamaica Stock Exchange (JSE) since July 3, 2010.  These financial statements 
comprise the company and its subsidiaries and associate, collectively referred to as “the group” 
[also see note 2(c)(i)]. 
 
The principal activities of the group are the manufacture and distribution of various tea and other 
consumer products to the local and export markets.  The group also engages in real estate and 
investment activities. 
 
 

2. Statement of compliance, basis of preparation and significant accounting policies 
 
 (a) Statement of compliance: 

 
The financial statements are prepared in accordance with International Financial Reporting 
Standards (IFRS), as issued by the International Accounting Standard Board, and comply 
with the provisions of the Jamaican Companies Act (“The Act”). 
 
New and amended standards that became effective during the year  
 
Certain new and amended standards that were in issue came into effect during the current 
financial year.  The adoption of those new standards and amendments did not have any 
impact on the amounts or disclosures in the financial statements. 
 
New and amended standards and interpretations not yet effective  
 
At the date of approval of the financial statements, there were certain new and amended 
standards and interpretations which were in issue but not yet effective.  Those which are 
considered relevant to the group are as follows:   

 
�x The group is required to adopt IFRS 9, Financial Instruments, effective October 1, 

2018.  IFRS 9 replaces the existing guidance in IAS 39 Financial Instruments: 
Recognition and Measurement.  IFRS 9 includes revised guidance on the classification 
and measurement of financial assets and liabilities, including a new expected credit 
loss model for calculating impairment of financial assets and the new general hedge 
accounting requirements.  It also carries forward the guidance on recognition and 
derecognition of financial instruments from IAS 39. Although the permissible 
measurement bases for financial assets – amortised cost, fair value through other 
comprehensive income (FVOCI) and fair value through profit or loss (FVTPL) - are 
similar to IAS 39, the criteria for classification into the appropriate measurement 
category are significantly different.  IFRS 9 replaces the ‘incurred loss’ model in IAS 
39 with an ‘expected credit loss’ (ECL) model, which means that a loss event will no 
longer need to occur before an impairment allowance is recognized. 
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2. Statement of compliance, basis of preparation and significant accounting policies (cont’d) 
 
 (a) Statement of compliance (cont’d): 

 

New and amended standards and interpretations not yet effective (cont’d) 
 
�x IFRS 9 Financial Instruments (cont’d) 

 
Under IFRS 9, loss allowance will be measured on either of the following basis: 
 

�� 12-month ECLs: these are ECLs that result from possible default events within 
the 12 months after the reporting date; and  

�� Lifetime ECLs: these are ECLs that result from all possible default events over 
the expected life of s financial instrument. 

 
Lifetime ECL measurement applies if the credit risk of a financial asset at the 
reporting date has increased significantly since initial recognition and 12-month ECL 
measurement applies if it has not.  An entity may determine that a financial asset’s 
credit risk has not increased significantly if the asset has low credit risk at the 
reporting date.  However, lifetime ECL measurement always applies for short-term 
receivables without a significant financing component. 
 
The group believes that impairment losses are likely to increase and become more 
volatile for assets in the scope of IFRS 9 impairment model.  However, the group is 
still in the process of determining the likely financial impact on its financial 
statements. 
 
IFRS 9 will require extensive disclosures, in particular for credit risk and ECLs.  The 
group’s assessment included an analysis to identify data gaps against current 
processes and the group is in the process of implementing the system and controls 
changes that it believes will be necessary to capture the required data. 
 
Changes in accounting policies resulting from the adoption of IFRS 9 will generally 
be applied retrospectively, except as follows: 

 
- The group will take advantage of the exemption allowing it not to restate 

comparative information for prior periods with respect to classification and 
measurement as well as impairment changes.  Differences in the carrying 
amounts of financial instruments resulting from the adoption of I FRS 9 will 
generally be recognised in retained earnings and reserves as at October 1, 
2018. 

 
- The following assessments have to be made on the basis of the facts and 

circumstances that exist at the date of initial application:  
 

a) The determination of the business model within which a financial asset 
is held. 

b) The designation and revocat ion of previous designations of certain 
financial assets as measured at FVTPL. 

c) The designation of certain investments in equity investments not held for 
trading as at FVOCI. 

�� �K��!�&��%��K K&��

!:?0>�?:�?30��49,9.4,7�%?,?0809?>
.40A�4=343�)4?C4<14A�������
�



��
�� �K��!�&��%��&����F���!!'���$�#"$&��
��

 
2. Statement of compliance, basis of preparation and significant accounting policies (cont’d) 
 
 (a) Statement of compliance (cont’d): 

 

New and amended standards and interpretations not yet effective (cont’d) 
 

�x The group will be required to adopt IFRS 15, Revenue From Contracts With 
Customers, effective October 1, 2018.  IFRS 15 replaces IAS 11, Construction 
Contracts, IAS 18, Revenue, IFRIC 13, Customer Loyalty Programmes, IFRIC 15, 
Agreements for the Construction of Real Estate, IFRIC 18, Transfer of Assets from 
Customers and SIC-31 Revenue – Barter Transactions Involving Advertising 
Services. It does not apply to insurance contracts, financial instruments or lease 
contracts, which fall in the scope of other IFRSs. It also does not apply if two 
companies in the same line of business exchange non -monetary assets to facilitate 
sales to other parties.  

 
Revenue from the sale of goods is currently recognised when the goods are delivered 
to the customers, which is taken to be the point in time at which the customer accepts 
the goods and the related risks and rewards of ownership transfer.  Rev enue is 
recognised at this point provided that the revenue and costs can be measured reliably, 
the recovery of the consideration is probable and there is no continuing management 
involvement with the goods.  Under IFRS 15, revenue will be recognised when a  
customer has control of goods. 

 
Based on its assessment, the company does not expect the application of IFRS 15 
to have a significant impact on its 2019 financial statements. 

 
�x The group will adopt IFRS 16, Leases, effective October 1, 2019.  IFRS 16 

eliminates the current dual accounting model for lessees, which distinguishes 
between on-balance sheet finance leases and off-balance sheet operating leases. 
Instead, there is a single, on-balance sheet accounting model that is similar to current 
finance lease accounting. Entities will be required to bring all major leases on-
balance sheet, recognising new assets and liabilities. The on-balance sheet liability 
will attract interest; the total lease expense will be higher in the early years of a lease 
even if a lease has fixed regular cash rentals. Optional lessee exemption will apply to 
short- term leases and for low-value items with value of US$5,000 or less. 
 
Lessor accounting remains similar to current practice as the lessor will continue to 
classify leases as finance and operating leases.  

 
Early adoption is permitted if IFRS 15, Revenue from Contracts with Customers is 
also adopted. 

 
The group does not expect the adoption of this standard to have a significant impact 
on its 2020 financial statements. 
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2. Statement of compliance, basis of preparation and significant accounting policies (cont’d) 
 

 (a) Statement of compliance (cont’d): 
 

New and amended standards and interpretations not yet effective (cont’d) 
 

• IFRIC 22, Foreign Currency Transactions and Advance Consideration, effective 
for annual reporting periods beginning on or after October  1, 2018, addresses how 
to determine the transaction date when an entity recognises a non-monetary asset or 
liability (e.g. non-refundable advance consideration in a foreign currency) before 
recognising the related asset, expense or income. It is not applicable when an entity 
measures the related asset, expense or income on initial recognition at fair value or 
at the fair value of the consideration paid or received at a date other than the date of 
initial recognition of the non-monetary asset or liability.  

 

An entity is not required to apply this interpretation to income taxes or insurance 
contracts that it issues or reinsurance contracts held. 

 

The interpretation clarifies that the transaction date is the date on which the 
company initially recognises the prepayment or deferred income arising from the 
advance consideration. For transactions involving multiple payments or receipts, 
each payment or receipt gives rise to a separate transaction date. 

 

The group is assessing the impact that the interpretation will have on its 2019 
financial statements. 

 

• IFRIC 23, Uncertainty Over Income Tax Treatments, is effective for annual 
reporting periods beginning on or after January 1, 2019. Earlier application is 
permitted. IFRIC 23 clarifies the accounting for income tax treatments that have 
yet to be accepted by tax authorities, in the determination of taxable profit (tax 
loss), tax bases, unused tax losses, unused tax credits and tax rates. 

 

An entity has to consider whether it is probable that the relevant tax authority 
would accept the tax treatment, or group of tax treatments, that is adopted in its 
income tax filing. 

 

The group is assessing the impact that the interpretation will have on its 2020 
financial statements. 

 

 (b) Basis of preparation and functional currency: 
 

The financial statements are prepared on the historical cost basis, except for available-
for-sale investments and investment properties, which are measured at fair value. 
 

The financial statements are presented in Jamaica dollars, which is the functional 
currency of the group, rounded to the nearest thousand, unless otherwise indicated. 

 

(c) Basis of consolidation: 
 

(i) A “subsidiary” is an enterprise controlled by the company.  The group controls an 
entity when it is exposed to, or has rights, to the variable returns fr om its 
involvement with the entity and has the ability to affect those returns through its 
power over the entity.  The financial statements of a subsidiary are included in the 
consolidated financial statements from the date control commences until the date 
control ceases. 
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2. Statement of compliance, basis of preparation and significant accounting policies (cont’d) 
 

(c) Basis of consolidation (cont’d): 
 

(i) (Continued) 
 

The balance in the consolidated financial statements include the financial statements 
of the company and its subsidiaries together with its associate: 

 

    Percentage ownership 
 Principal activity   by the group  
  2018 2017 
 

Subsidiaries: 
JRG Shoppers Delite Enterprise 
   Limited Retail Distribution 100 100 
H Mahfood & Sons Limited Real Estate 100 100 
KIW International Limited* Investments 45.43 42.59 

 
Associate: 
   Bay City Foods Limited Dormant  50   50 

  
* During the year the company acquired an additional interest of 2.84% of KIW 
 International Limited for $3,162,000. 

 
 The subsidiaries and associate company are incorporated in Jamaica. 
 

(ii)  Loss of control: 
 

On the loss of control, the group derecognizes the assets and liabilities of the 
subsidiary, any non-controlling interests and the other components of equity related 
to the subsidiary. Any gain or loss arising on the loss of control is recognized in 
profit or loss. If the group retains any interest in the previous subsidiary, then such 
interest is measured at fair value at the date that control is lost. 

 

(iii)  Non-controlling interests: 
 

   Non-controlling interests are measured at their proportionate share of the 
acquiree’s identifiable net assets at the date of acquisition. Changes in the group’s 
interest in a subsidiary that do not result in a loss of control are accounted for as 
equity transactions. 

 

   Losses applicable to the non-controlling interest in a subsidiary are allocated to the 
non-controlling interests, even if doing so, causes the non-controlling interest to 
have a deficit balance. 

 

(iv) Transactions eliminated on consolidation 
 

 Balances and transactions between companies within the group, and any unrealised 
gains arising from those transactions, are eliminated in preparing the consolidated 
financial statements.  Unrealised gains arising from transactions between the group 
and its subsidiaries and associate are eliminated to the extent of the group’s 
interest in the subsidiary or associate.  Unrealised losses are also eliminated unless 
the transaction provides evidence of an impairment of the asset transferred. 
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2. Statement of compliance, basis of preparation and significant accounting policies (cont’d) 
 

(c) Basis of consolidation (cont’d): 
 

(v) Associate: 
 

The group’s interest in equity-accounted investees comprise interest in associate. 
 

An associate is an entity in which the group has significant influence, but not 
control, over the financial and operating policies. Significant influence is presumed 
to exist when the group holds between 20% and 50% of the voting power of the 
entity.  

 
Interest in associate is accounted for using the equity method. It is initially 
recognised at cost. Subsequent to initial recognition, the consolidated financial 
statements include the group’s share of the profit or loss of the associate, until the 
date on which significant influence or joint control ceases.  

 
When the group’s share of losses exceeds its interest in an associate, the group’s 
carrying amount is reduced to Nil and recognition of further losses is discontinued, 
except to the extent that the group has incurred legal or constructive obligations, or 
made payments on behalf of an associate. If the associate subsequently reports 
profits, the group resumes recognising its share of those profits only after its share 
of profits equals the share of accumulated losses not recognised. 

 
 (d) Use of estimates and judgements: 

 
The preparation of the financial statements to conform to IFRS requires management to 
make estimates and assumptions that affect the reported amount of assets and liabilities, 
contingent assets and contingent liabilities at the reporting date and the income and 
expense for the year then ended. Actual amounts could differ from those estimates. 
 
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions 
to accounting estimates are recognised in the period in which the estimate is revised if 
the revision affects only that period, or in the period of the revision and future periods if 
the revision affects both current and future periods. 
 
Judgements made by management in the application of IFRS that have a significant 
effect on the financial statements and estimates with a significant risk of material 
adjustment in the next financial year are discussed below: 

 
 (i) Allowance for impairment losses on receivables: 

 
In determining amounts recorded for impairment of losses in the financial 
statements, management makes judgements regarding indicators of impairment, 
that is, whether there are indicators that suggest there may be a measurable 
decrease in the estimated future cash flows from receivables, for example, based 
on default and adverse economic conditions. Management also makes estimates of 
the likely estimated future cash flows from impaired receivables as well as the 
timing of such cash flows. Historical loss experience is applied where indicators of 
impairment are not observable on individual significant receivables with similar 
characteristics, such as credit risks. 
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2. Statement of compliance, basis of preparation and significant accounting policies (cont’d) 
 

 (d) Use of estimates and judgements (cont’d): 
 

(ii) Net realisable value of inventories: 
 

Estimates of net realisable value are based on the most reliable evidence available 
at the time the estimates are made, of the amount the inventories are expected to 
realise. These estimates take into consideration fluctuations of price or cost 
directly relating to events occurring after the end of the period to the extent that 
such events confirm conditions existing at the end of the period. 
 

Estimates of net realisable value also take into consideration the purpose for which 
the inventory is held. 
 

 (e) Segment reporting: 
 

  An operating segment is a component of the group that engages in business activities 
from which it may earn revenues and incur expenses; whose operating results are 
regularly reviewed by the entity’s Chief Executive  Officer (CEO) to make decisions 
about resources to be allocated to the segment and assesses its performance; and for 
which discrete financial information is available. 

 

 Based on the information presented to and reviewed by the CEO, the group has four (4) 
operating segments; manufacturing, retailing, real estate and investments.  

 

(f) Property, plant and equipment: 
 

 Items of property, plant and equipment are measured at cost less accumulated 
depreciation and impairment losses. 

  

  Cost includes expenditures that are directly attributable to the acquisition of the asset.  
The cost of replacing part of an item of property, plant and equipment is recognised in 
the carrying amount of the item if it is probable that the future economic benefits 
embodied in the part will flow to the group and its cost can be reliably measured. 

 

  Any gain or loss on disposal of an item of property, plant and equipment is recognised in 
profit or loss. 

 

  The cost of day-to-day servicing of property, plant and equipment is recognised in profit 
or loss as incurred. 

 

  With the exception of freehold land and work-in-progress, on which no depreciation is 
provided, property, plant and equipment are depreciated on the straight -line basis over 
the estimated useful lives of such assets, at the following annual rates: 

 

Plant and equipment 10% 
Furniture and fixtures 10% 
Motor vehicles 20% 
Computer 20% 
Building 2½% 
Leasehold improvements - shorter of lease and useful lives 
 

  The depreciation methods, useful lives and residual values are reassessed annually at 
each reporting date and adjustment if appropriate. 

�� �K��!�&��%��K K&��

!:?0>�?:�?30��49,9.4,7�%?,?0809?>
.40A�4=343�)4?C4<14A�������
�



�

�� �K��!�&��%��&����F���!!'���$�#"$&��
��

2. Statement of compliance, basis of preparation and significant accounting policies (cont’d) 
 

(g) Investment properties: 
 

Investment properties, comprising principally land and buildings, are held for long-term 
rental yields and capital appreciation and are treated as long-term investments. They are 
measured initially at cost, inclu ding related transaction costs and are subsequently 
measured at fair value. 
 
Fair value is based on active market prices, adjusted, if necessary, for any difference in 
the nature, location or condition of the specific asset. The fair value of investment 
property reflects, among other things, rental income from current leases and assumptions 
about rental income from future leases in light of current market conditions. The fair 
value also reflects, on a similar basis, any cash outflows that could be expected in 
respect of the property.  Fair value is determined every three years by an independent 
registered valuer, and in each of the two intervening years by the directors.  Fair value is 
based on current prices in an active market for similar properties in the same location 
and condition.  Any gain or loss arising from a change in fair value is recognised in 
profit or loss. 
 
Subsequent expenditure is charged to the asset's carrying amount only when it is 
probable that future economic benefits associated with the item will flow to the Group 
and the cost of the item can be measured reliably. All other repairs and maintenance 
costs are charged to profit or loss during the financial period in which they are incurred.  
 

(h) Intangible assets: 
 

 Computer software: 
 

  Acquired computer software licenses are capitalized on the basis of the cost incurred to 
acquire and bring to use the specific software. These costs are amortized over the 
estimated useful life of five (5) years for software on a straight line basis. 

 

  Costs associated with developing or maintaining computer software programmes are 
recognised as expenses as incurred. 

 

(i) Related parties: 
 

A related party is a person or entity that is related to the entity that is preparing its 
financial statements (referred to in IAS 24 Related Party Disclosures as the “reporting 
entity”, in this case, “the group”). 

 

(a) A person or a close member of that person’s family is related to the group if that 
person: 

 

(i) has control or joint control over the group; 

(ii) has significant influence over the group; or 

(iii) is a member of the key management personnel of the group or of a parent of 
the group. 
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2. Statement of compliance, basis of preparation and significant accounting policies (cont’d) 

 

(i) Related parties (cont’d): 
 

(b) An entity is related to the group if any of the following conditions applies: 
 

(i) The entity and the group are members of the same group (which means that 
each parent, subsidiary and fellow subsidiary is related to the others). 

(ii) One entity is an associate or joint venture of the other entity (or an associate 
or joint venture of a member of a group of which the other entity is a 
member). 

(iii) Both entities are joint ventures of the same third party. 

(iv) One entity is a joint venture of a third entity and the other entity is an 
associate of the third entity. 

(v) The entity is a post-employment benefit plan for the benefit of employees of 
either the group or an entity related to the group.   

(vi) The entity is controlled, or jointly controlled by a person identified in (a). 

(vii) A person identified in (a)(i) has significant influence over the entity or is a 
member of the key management  personnel of the entity (or of a parent of the 
entity). 

(viii) The entity, or any member of a group of which it is a part, provides key 
management personnel services to the group or to the parent of the group . 

 

A related party transaction is a transfer of resources, services or obligations between 
related parties, regardless of whether a price is charged.  
 

The group has related party relationship with directors, subsidiaries and associates and 
with its executive officers and those of its subsidiaries and associate. 

 

(j) Investment in subsidiary companies: 
 

Investments in subsidiary companies are measured at cost. 
 

(k) Investment securities: 
 

Investment securities classified as available-for-sale are measured at fair value. 
Unrealised gains and losses arising from movement in the fair value of investments 
classified as available-for-sale are recognised in other comprehensive income. When 
securities classified as available-for-sale are sold or impaired, the accumulated fair value 
adjustments are included in profit or loss. 

   

  The fair value of available-for-sale investments is based on their quoted market bid price 
at the reporting date.  Where a quoted market price is not available, fair value is 
estimated using discounted cash flow techniques.  

 

  Available-for-sale investments are recognised or derecognised by the group on the date 
they commit to purchase or sell the investments.   
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2. Statement of compliance, basis of preparation and significant accounting policies (cont’d) 
 

(l) Inventories: 
  
 Inventories are measured at the lower of cost, determined principally on a first -in-first-

out or weighted average cost, and net realisable value.  Net realisable value is the 
estimated selling price in the ordinary course of business, less the estimated selling costs. 

 
Housing development under construction, included in inventory, includes the cost of 
land, construction materials, labour, borrowing cost and an appropriate proportion of 
overhead costs. 

 
(m) Trade and other receivables: 

 
Trade and other receivables are measured at amortised cost, less impairment losses. 
 

(n) Cash and cash equivalents: 
 
Cash and cash equivalents comprise cash, bank balances and short -term deposits with 
maturity of three months or less from the date of placement.  For the purpose of the 
statement of cash flows, bank overdraft, if any, that is repayable on demand and form an 
integral part of cash management activities, is included as part of cash and cash 
equivalents. 
 

(o) Share capital: 
 

Ordinary shares are classified as equity where there is no obligation to transfer cash or 
other assets.  Transaction costs directly attributable to the issue of shares are shown in 
equity as a deduction from the proceeds of the share issue. 
 

(p) Dividends: 
 

Dividends on ordinary shares are recognised in equity in the period in which they are 
approved. 

 

Interim dividends payable to shareholders are approved by the directors while final 
dividends have to be approved by the equity shareholders at the Annual General 
Meeting. Dividends for the year that are declared after the reporting date are dealt with 
in the subsequent events note. 
 

(q) Trade and other payables: 
  

 Trade and other payables are measured at cost. 
 

(r) Borrowings: 
 

Borrowings are recognised initially at fair value, net of transaction costs incurred.  
Subsequent to initial recognition, interest-bearing borrowings are measured at amortised 
cost, with any difference between proceeds (net of transaction costs) and redemption 
value being recognised in profit or loss over the period of the borrowings using the 
effective interest method. 
 

Borrowing costs that are directly attributable to the acquisition, construction or 
production of a qualifying asset are capitalised as property, plant and equipment. 
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2. Statement of compliance, basis of preparation and significant accounting policies (cont’d) 
 
(s) Revenue: 
 

Revenue from sale of goods represents the invoiced value of goods and services, and is 
recognised in profit or loss when the significant risks and rewards of ownership have 
been transferred to the buyer. No revenue is recognised if there are significant 
uncertainties regarding recovery of the consideration due or material associated costs on 
the possible return of goods. 
 

  The sale of a housing unit is recorded when significant risks and rewards of ownership 
have been transferred to the buyer.  Cost of sales, including land, is computed on a first-
in, first-out basis.  
 

(t) Taxation: 
 
 Income tax on the profit or loss for the year comprises current and deferred tax.  Taxation 

is recognised in profit or loss, except to the extent that it relates to items recognised 
directly to equity, in which case it is recognised in other comprehensive income. 

 
 Current income tax is the expected tax payable on the taxable income for the year, using 

tax rates enacted at the reporting date, and any adjustment to tax payable in respect of 
previous years. 

 
Deferred tax is provided for temporary differences between the carry ing amounts of 
assets and liabilities for financial reporting purposes and the amounts used for taxation 
purposes.  The amount of deferred tax provided is based on the expected manner of 
realisation or settlement of the carrying amount of assets and liabil ities, using tax rates 
enacted at the reporting date. 
 
A deferred tax liability is recognised for all taxable temporary differences except to the 
extent that the company is able to control the timing of the reversal of the temporary 
difference and it is probable that the temporary difference will not reverse in the 
foreseeable future. 
 
A deferred tax asset is recognised only to the extent that it is probable that future taxable 
profits will be available against which the asset can be utilised.  Deferred tax  assets are 
reduced to the extent that it is no longer probable that the related tax benefit will be 
realised. 
 

(u) Foreign currencies: 
 
 Foreign currency balances at the reporting date are translated at the exchange rates ruling 

at that date.  Transactions in foreign currencies are converted at the exchange rates ruling 
at the dates of those transactions.  Gains and losses arising from fluctuations in exchange 
rates are recognised in profit or loss. 

  
 For the purpose of the statement of cash flows, all foreign currency gains and losses 

recognised in profit or loss are treated as cash items and included in cash flows from 
operating or financing activities along with movement in the relevant balances. 
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2. Statement of compliance, basis of preparation and significant accounting policies (cont’d) 

(v) Impairment: 
 

The carrying amount of the group’s assets is reviewed at each reporting date to 
determine whether there is any indication of impairment.  If any such indication exists, 
the asset’s recoverable amount is estimated at the reporting date.  An impairment loss is 
recognised whenever the carrying amount of an asset or its cash generating unit exceeds 
its recoverable amount.  Impairment losses are recognised in profit or loss. 

When a decline in the fair value of an available- for-sale financial asset has been 
recognised directly in other comprehensive income and there is objective evidence that 
the asset is impaired, the cumulative loss that had been recognised in other 
comprehensive income is recognised in profit or loss even though the financial asset has 
not been derecognised.  The amount of the cumulative loss that is recognised in profit or 
loss is the difference between the acquisition cost and current fair value, less impairment 
loss on that financial asset previously recognised in profit or loss. 
 

(i) Calculation of recoverable amount: 
 

  The recoverable amount of the company’s loans and receivables is calculated as 
the present value of the expected future cash flows, discounted at the original 
effective interest rate inherent in the asset.  Receivables with a short duration are 
not discounted. 

 

 The recoverable amount of the other assets is the greater of their net selling price 
and value in use.  In assessing value in use, the estimated future cash flows are 
discounted at their present value using a pre-tax discount rate that reflects current 
market assessments of the time value of money and the risks specific to the asset.  
For an asset that does not generate largely independent cash inflows, the 
recoverable amount is determined for the cash-generating unit to which the asset 
belongs. 

 

(ii) Reversal of impairment: 
 

 An impairment loss in respect of loans and receivables is reversed if the 
subsequent increase in recoverable amount can be related objectively to an event 
occurring after the impairment loss was recognised. 

 

 An impairment loss in respect of an investment in an equity instrument classified 
as available-for-sale is not reversed through profit or loss. 

 

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

 

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

 

(w) Finance income and costs 
 
 Finance income comprises interest income on funds invested.  Interest income is 

recognised as it accrues, using the effective interest method. 
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2. Statement of compliance, basis of preparation and significant accounting policies (cont’d) 
 

(w) Finance income and costs (cont’d) 
 

Finance costs comprise interest expense on borrowings.  Borrowing costs are recognised in 
profit or loss using the effective interest method. 
 

(x) Financial instruments: 
 

 A financial instrument is any contract that gives rise to both a financial asset of one 
enterprise and a financial liability or equity instrument of another enterprise.  For the 
purpose of the financial statements, financial assets have been determined to include cash 
and cash equivalents, trade and other receivables receivable, investments and related party 
receivables.  Similarly, financial liabilities include short -term borrowings, trade and other 
payables, bank overdrafts, related party payables and long-term loans. 

 

(y) Determination of fair value: 
 

 Fair value is the price that would be received to sell an asset or to transfer a liability in an 
orderly transaction between market participants at the measurement date.  Market price is 
used to determine fair value where an active market exist as it is the best evidence of the fair 
value of a financial instrument. 

 
 

3. Property, plant and equipment 
  The Group  
  Plant, equipment, 
 Land and furniture and Motor  Leasehold Work-in- 
 buildings  fixtures  vehicles improvement progress Total 

 $’000  $’000  $’000 $’000 $’000 $’000 
 

 September 30, 2016 230,593 104,451 16,800 8,054 4,391 364,289 
 Additions 5,870 16,010 10,811 4,232     -      36,923 
 Transfers         -              -       -         -      (2,330) (    2,330) 

Disposals       -             -       (  3,258)      -         -      (    3,258) 

September 30, 2017 236,463 120,461 24,353 12,286 2,061 395,624 
Additions 4,916 19,116 5,007 2,330 6,994 38,363 
Transfers  9,055        -       -         -      (9,055)     -       
Transfer from inventories        -       9,308 -         -          -      9,308  
Disposals       -       (       696) (  1,800)      -         -      (    2,496) 

September 30, 2018 250,434 148,189 27,560 14,616    -      440,799 

Depreciation: 
September 30, 2016 13,597 48,862 4,613 6,761     -      73,833 
Charge for the year 5,122 9,620 3,917 523     -      19,182 
Eliminated on disposal        -             -       (  2,628)      -         -      (    2,628) 

September 30, 2017 18,719 58,482 5,902 7,284     -      90,387 
Charge for the year 3,990 10,840 5,698 2,582     -      23,110 
Eliminated on disposal        -       (       322) (     810)      -         -      (    1,132) 

September 30, 2018   22,709   69,000 10,790   9,866    -      112,365 

Net book value: 
September 30, 2018 227,725   79,189 16,770   4,750    -      328,434 

September 30, 2017 217,744   61,979 18,451   5,002 2,061 305,237 
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3. Property, plant and equipment (cont’d) 

 

  The Company  
  Plant, equipment, 
 Land and furniture and Motor  Leasehold Work-in- 
 buildings  fixtures  vehicles improvement progress Total 

 $’000  $’000  $’000 $’000 $’000 $’000 
 

 At September 30, 2016 174,419 90,681 16,800 2,064 4,391 288,355 
 Additions 5,870 13,658 10,811     -          -      30,339 
 Transfers        -              -       -         -      (2,330) (    2,330) 

Disposal       -             -       (  3,258)      -         -      (    3,258) 

September 30, 2017 180,289 104,339 24,353 2,064 2,061 313,106 
Additions 4,916 13,168 5,007     -      6,994 30,085 
Transfers  9,055        -       -         -      (9,055)     -       
Transfer from inventories        -       9,308 -         -          -      9,308  
Disposal       -             -       (  1,800)      -         -      (    1,800) 

At September 30, 2018 194,260 126,815 27,560   2,064    -      350,699 

Depreciation: 
September 30, 2016 8,050 42,096 4,613 2,064     -      56,823 
Charge for the year 3,717 7,991 3,917     -          -      15,625 
Eliminated on disposal        -             -       (  2,628)      -         -      (    2,628) 

September 30, 2017 11,767 50,087 5,902 2,064     -      69,820 
Charge for the year 3,990 8,962 5,698     -          -      18,650 
Eliminated on disposal        -             -       (     810)      -         -      (       810) 

September 30, 2018   15,757   59,049 10,790   2,064    -        87,660 

Net book value: 
September 30, 2018 178,503   67,766 16,770      -         -      263,039 

September 30, 2017 168,522   54,252 18,451      -      2,061 243,286 
 
Land and buildings include land at a cost of $43,000,000 (2017: $43,000,000) for the group and $30,000,000 
(2017: $30,000,000) for the company. 
 
The company’s Bell Road property with net book value of $178,503,000 (2017: $168,522,000) is held as 
collateral against a loan from the Bank of Nova Scotia Jamaica Limited [note 16(i)]. 

 
 

4. Investment properties 
 
   Group   Company  
  2018 2017 2018 2017 
   $’000 $’000 $’000 $’000 

 
Balance at October 1 141,684 89,353 44,000 33,910 
Additions 57,197 30,657 -     -      
Transferred to inventories (  34,211) -      -     -      
Revaluation adjustments   18,826   21,674   6,000 10,090  

 183,496 141,684 50,000 44,000 
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4. Investment properties (cont’d) 
 
Investment properties comprise commercial properties and land held for capital appreciation.  
Investment properties are valued every three years by an independent professional valuer, and in 
each of the two intervening years by the directors.  
 

Investment properties were valued in September 2018 by K.B. Real Estate Company Limited. 
 
Certain of the group’s investment properties are held as collateral against a loan from the Bank of 
Nova Scotia Jamaica Limited [note 16(i)]. 
 
The rental income earned on the properties during the year amounted to $4,070,000 (2017: 
$1,857,000) for the group and $2,960,000 (2017: $3,710,000) for the company. The related 
expenses totalled $357,000 (2017: $404,000) for the group and $270,000 (2017: $270,000) for the 
company. 
 
The fair value measurement for investment properties of $183,496,000 (2017: $141,684,000) for 
the group and $50,000,000 (2017: $44,000,000) for the company have been categorised as Level 3 
in the fair value hierarchy.  The following table shows the valuation technique used in measuring 
fair value as well as the significant unobservable inputs used. 
 
Valuation techniques Significant unobservable 

inputs 
Inter -relationship between 
key unobservable inputs and 
fair value measurement 

Market based approach:   
The approach is based on the 
principle of substitution 
whereby the purchaser with 
perfect knowledge of the 
property market pays no 
more for the subject property 
than the cost of acquiring an 
existing comparable 
property, assuming no cost 
delay in making the 
substitution. 
 
The approach requires 
comparison of the subject 
property with others of 
similar design and utility, 
inter alia, which were sold in 
the recent past. 
 
However as no two 
properties are exactly alike, 
adjustment is made for the 
difference between the 
property subject to valuation 
and comparable properties. 

�x Details of the sales of 
comparable properties 
 

�x Conditions influencing 
the sale of the 
comparable properties. 
 

�x Comparability 
adjustment. 

The estimated fair value would 
increase/(decrease) if: 
 
�x Sale value of comparable 

properties were 
higher/(lower). 

 
�x Comparability adjustment 

were higher/(lower). 
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5. Intangible assets 
 
  The The 
  Group Company 
 $’000 $’000 

 
At cost: 

September 30, 2016 4,580 1,330 
Additions    729    442  

September 30, 2017 5,309 1,772 
Additions      44      -     

September 30, 2018 5,353 1,772 

Amortisation: 
September 30, 2016 2,515 576 
Charge for the year    639    295 

September 30, 2017 3,154 871 
Charge for the year    703    355  

September 30, 2018 3,857 1,226 

Carrying value: 
September 30, 2018 1,496    546 

September 30, 2017 2,155    901  
 
 
6. Investment in associate   

 
The Group has a 50% interest in the retail distribution company, Bay City Foods Limited 
(BCFL). The 50% share of profit which is recognised in the current period is based on the 
associate’s latest available audited financial statements for the year ended September 30, 2018. 
 

   The Group   The Company  
  2018 2017 2018 2017 
  $’000 $’000 $’000 $’000 
  

Investment at beginning of year 29,355 22,829 31,495 17,187*  
(Reduction)/addition (  3,660) 14,308 (    3,660) 14,308 
Group’s share of net results      851 (  7,782)       -            -        

Investment at end of year 26,546 29,355   27,835   31,495* 
 
The following table summarises the financial information of the associate, BCFL as included 
in its own financial statements, after elimination of differences in accounting policies and 
intercompany transactions. 
 
*Restated (see note 32) 
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6. Investment in associate (cont’d)   
 

The assets, liabilities, revenue and net profit/(loss) of the associate are as follows: 
 

     The Group  
    2018 2017 
  

 Percentage ownership interest    50% 50% 
 

     $’000 $’000 
 

 Total assets     46,917   50,052 

 Liabilities   (211,559) (216,396) 

 Net assets (100%)   (164,642) (166,344) 

 Group’s share of net liabilities (50%)   (  82,321) (  83,172) 

 Group’s share associate’s liabilities   (108,867) (112,527) 

 Group’s share of net assets being carrying amount of interest 
    in associate     26,546   29,355 

   

 Gross operating revenue    -       24,809 
 Net profit/(loss) (100%)   1,703 (  15,563) 
 Net profit/(loss) – Group’s share (50%)           851 (    7,782) 
 
 

7. Investments 
 

   The Group   The Company  
  2018 2017 2018 2017 
  $’000 $’000 $’000 $’000 
  

Available-for-sale – Quoted equities 461,737 227,357 227,575 173,365  
 
 

8. Deferred taxation 
 

Deferred tax (asset)/liability is attributable to the following: 
 

  The Group  
 

  Recognised Recognised  
   in in  
  2016 profit or loss 2017 profit or loss 2018 
     [note 25(a)] [note 25(a)]   
 $’000 $’000 $’000 $’000 $’000 
 

Arising from acquisition -     -     202 (     202) -      
Property, plant and equipment 10,181 2,304 12,485 (  4,028) 8,457  
Trade and other payables -      -     -      (     364) (     364) 
Tax losses (  4,417) (6,645) (11,062) (  9,292) (20,354) 

   5,764 (4,341)   1,625 (13,886) (12,261)  
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8. Deferred taxation (cont’d) 

 
Deferred tax (asset)/liability is attributable to the following (cont’d): 
 
  The Company  

 
 

  Recognised Recognised  
   in in  
  2016 profit or loss 2017 profit or loss 2018 
     [note 25(a)] [note 25(a)] 
 $’000 $’000 $’000 $’000 $’000 
    

Trade and other payable  -     -       -     (   364) (   364) 
Property, plant and equipment 6,409 (3,229) 3,180 (2,469)    711  

 6,409 (3,229) 3,180 (2,833)    347 
 

Deferred tax asset amounting to approximately J$4,972,000 (2017: $2,127,000) for the group 
have not been recognised in respect of tax losses. At this time, the directors and management 
do not consider that it is probable that future taxable profits will be available against which to 
utilise these losses. 

 
9. Inventories 
 
   The Group   The Company  
  2018 2017 2018 2017 
  $’000 $’000 $’000 $’000 
  

Manufacturing:  
Machine spares -       8,386 -       8,386 
Finished goods 68,627 56,016 68,627 56,016 
Raw materials 115,393   87,918 115,393   87,918  

 184,020 152,320 184,020 152,320 
Retail 24,530 22,143 -       -       

Development: 
Housing under construction   76,947 217,089       -             -        

 285,497 391,552 184,020 152,320 
 

Inventory write-offs recognised in profit or loss is $8,185,106 (2017: $3,210,301) for the group 
and $4,252,223 (2017: $ 1,366,935) for the company. 
 
Machine spares valued at $9,308,000 (2017: $Nil) were transferred to property, plant and 
equipment (note 3). 
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10. Trade and other receivables 
 
   The Group   The Company  
  2018 2017 2018 2017 
  $’000 $’000 $’000 $’000 
  
 Trade receivables (a) 235,817 190,315 235,431 187,049  
 Less provision for impairment (    1,755) (    3,778) (    1,755) (    2,889)  

   234,062 186,537 233,676 184,160  
 Prepayments 30,403 25,054 28,983 24,529  
 Other receivables   33,803 171,722   30,178   20,966  

   298,268 383,313 292,837 229,655  
 

Included in trade receivables for the group and company is $52,385,000 (2017: $29,263,000) 
due from a related party in the ordinary course of business [see note 28 (c)]. 
 
Included in other receivables for the company is $1,769,000 (2017: $Nil) due from directors in 
the ordinary course of business [see note 28 (d)]. 
 
(a) The aging of trade receivables at the reporting date was: 

 
  The Group  
  2018   2017  
 Gross Impairment Gross Impairment 
 $’000 $’000  $’000 $’000 

 Current 160,696 -      115,926 -       
 31 - 60 days 20,169 -      24,265 -      
 61 - 90 days 14,969 -      15,574 -       
 Over 90 days   39,983 1,755   34,550    3,778  

 235,817 1,755 190,315    3,778 
 
 

  The Company  
  2018   2017  
 Gross Impairment Gross Impairment 
 $’000 $’000 $’000 $’000 

 Current 160,470 -     115,018 -       
 31 - 60 days 20,151 -     23,929 -      
 61 - 90 days 14,926 -     16,293 -       
 Over 90 days   39,884 1,755   31,809    2,889  

 235,431 1,755 187,049    2,889 
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10. Trade and other receivables (cont’d) 
 

The movement in the allowance for impairment losses as at the reporting date was: 
 

  The Group   The Company  
  2018 2017 2018 2017 
 $’000 $’000 $’000 $’000 
  
 Balance at beginning of year 3,778 1,590 2,889 1,397  
 Provision, net of recoveries (2,023) 2,188 (1,134) 1,492  

   1,755 3,778 1,755 2,889  
 
 
11. Cash and cash equivalents 
 
  The Group   The Company  
  2018 2017 2018 2017 
 $’000 $’000 $’000 $’000 
 
 Cash in hand 183 136 179 111 
 Bank balance   20,263   73,086   15,682 56,594  

  20,446 73,222 15,861 56,705 
 Short-term deposits 115,123      -      115,123      -      

  135,569 73,222 130,984 56,705  
 
 
12. Share capital 
 
   The Company  
 2018 2017 
 $’000 $’000 
 

 Authorised: 
 1,000,000,000 (2017: 1,000,000,000) ordinary shares 
    of no par value   
 
 Stated capital: 
 Issued and fully paid: 
 686,033,460 (2017: 682,033,460) ordinary shares 
    of no par value  161,161 154,020 

 
During the year, four directors exercised their options to acquire shares in the company 
pursuant to their share option plan to purchase three million two hundred thousand shares at 
the exercise price of $1.75 per share amounting $5,600,000. Furthermore, 800,000 shares were 
issued to employees pursuant to their employee stock purchase plan amounting $1,541,000. 
 
In 2017, five directors exercised options to acquire shares in the company pursuant of their 
share option plans to purchase seven million two hundred thousand shares at an exercise price 
of $1.75 per share amounting to $12,600,000. 
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12. Share capital (cont’d) 
 
At the Annual General Meeting held on April 12, 2017, the shareholders passed a resolution 
for the company to sub-divide its share capital into two (2) shares for each existing shares, 
resulting in the total number of authorised shares being increased to 1,000,000,000 ordinary 
shares at no par value and the total number of issued shares being increased to 674,833,460 of 
no par value with effect from April 19, 2017. 

 
At the Annual General Meeting held on March 16, 2016, the shareholders approved a 
resolution for the second tranche of 8 million shares before the stock split (16 million – post 
split) be issued to the directors at a price of $9 or $4.50 after the effect of the stock split a nd 
that the expiry date of tranches 1 and 2 shall be five years from the date each yearly allotment 
becomes effective. 
 
At the Annual General Meeting held on March 2, 2011, the stockholders passed a resolution 
for 16,000,000 of the authorised but unissued shares of the company to set aside as part of a 
stock option plan for directors and a stock purchase plan for employees, to be issued in two 
tranches of 8 million shares to be issued between June 2011 and June 2021.  The shares 
allocated for the staff are to be priced as a 10 percent discount to the last stock market selling 
price on the date the offer is taken up.  The staff will be given a specific time in each year in 
which to take up the offer and they can access an interest free loan for a three year  term to 
acquire the shares. 
 
The exercised price of the directors’ shares was originally approved at the AGM in 2011 at $7 
each, now $1.75 per share, adjusted for the split. 

 
 
13. Capital reserves 
 
  The Group   The Company  
  2018 2017 2018 2017 
 $’000 $’000 $’000 $’000 
 

(a) Realised surplus: 
 
 Gain on disposal on investment property 91,382     -     -      -      
 Disposal of property, plant and 
    equipment  6,759 6,759 -      -      
 Waiver of directors’ loan    229 229 -      -       
 Gain on disposal of investments  113,839      71 103,195 -       
 Capital distribution received        -           -         4,543      -       

   212,209 7,059 107,738      -       
 

(b) Franked income: 
 
 Dividend income      3,970     -         3,970      -       

   216,179 7,059 111,708      -       
 
 
14. Investment revaluation reserve 

 
The investment revaluation reserve comprises the cumulative net change in the fair value of 
available-for-sale investments until, the assets are derecognised or impaired. 
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15. Non-controlling interests 
 

This represents non-controlling interests in the company’s subsidiary as follows: 
 

  % interest  
 2018 2017 

 
KIW International Limited (“KIW”)  54.57% 57.41%  
 
During the year, the company acquired an additional 2.84% in KIW.  
 
The following table summarises the information relating to KIW that has material non-
controlling interests (NCI), before any intra-group eliminations. 
 

  2018   2017  
 

Percentage NCI ownership interest 54.57% 57.41%  

 $’000  $’000 
 
 Non-current assets 234,162 54,858  
 Current assets 4,765 153,588  
 Non-current liabilities -      (    3,500)  
 Current liabilities (    7,854) (  10,130)  

 Net assets  231,073 194,816  

 NCI share of subsidiary net assets  126,097 110,966  

 Revenue    59,042 119,917  

 Total comprehensive profit or loss for the year   43,522 106,064  

 Comprehensive profit or loss allocated to non-controlling interests   23,750 (       385) 
  
 Cash flow from operating activities 130,697 (147,926)  
 Cash flow from investing activities (121,425) 148,084  
 Cash flow from financing activities (    9,587)      -        

 Net (decrease)/increase in cash and cash equivalents (       315)       158 
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16. Long-term loans 
  The Group and 
   the Company  
 2018 2017 
 $’000 $’000 
 
 The Bank of Nova Scotia Jamaica Limited (BNSJ): 
 8.25% loan (i)   183,333 73,000 
 9.75% loan (ii)         -      40,000  
 Corporate bond payable          -      103,178 

    183,333 216,178 
Less current portion   (  20,000) (216,178)  

    163,333        -       
The Bank of Nova Scotia Loans – 

 
(i) During the year, this loan was renegotiated to refinance the corporate bond and existing 

BNSJ loan facilities. The new loan of $200,000,000 is repayable over five years with 59 
equal instalments and one final payment of $101,666,647 at an interest rate of 8.25% 
per annum. 
 
It is secured by 1st legal mortgage over property located at 2 Bell Road, Kingston 11; 
along with an unlimited guarantee provided by related companies and demand 
debenture supported by: 
 
�x 1st  legal mortgage to be stamped collateral to debenture for $45,000,000 over 

commercial property located at 29 Birdsucker Lane, Barbican, St. Andrew  
(note 4). 

�x 3rd  legal mortgage to be stamped collateral to debenture for $45,000,000 over 
commercial property located at 2 Bell Road, Kingston Industrial Estate, St . 
Andrew (note 3). 

 
(ii)  This loan was repayable in April 2018 at an interest rate of 9.75%.  The loan was 

secured by legal mortgage over property located at 2 Bell Road, Kingston 11 and 
Kingston Industrial Estate, St. Andrew.  The loan was refinanced during the year.  

 
The corporate bond was a fixed and floating rate note issued in November 2013 and was 
repayable on November 6, 2017.  The company had the right of early redemption after the 
expiration of two years.  It attracted a fixed interest rate of 8.50% per annum for the first two 
years and thereafter 2.50% per annum above the weighted average yield rate per annum on 90 
days Government of Jamaica Treasury Bills. The bond was secured by a debenture creating a 
first fixed and floating charge over the assets of the company. This bond was refinanced during 
the year.  
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17. Trade and other payables 
 
  The Group   The Company  
  2018 2017 2018 2017 
 $’000 $’000 $’000 $’000 
 
 Trade payables  48,911 76,079 23,500 37,369  
 Other payables    51,627   44,026 36,579 24,117  

   100,538 120,105 60,079 61,486  
 
 
18. Short-term borrowings 
  The Group and 
   the Company  
 2018 2017 
 $’000 $’000 
 
 Demand loans (i)    28,461 -    
 Other loans (ii)    11,262 7,932 

     39,723 7,932 
 

(i) These loans are due to related parties at an interest rate of 5% to 6% per annum. These 
loans have no fixed repayment terms and are payable on demand [note 28(f)]. 

(ii)  Other loans and credit card balances are unsecured and have no fixed repayment terms. 
Interest is charged at the rates of 10% and 39.75%. Interest is chargeable on credit card 
balances after the due date for the payment if the balance exists. The company 
normally pays off all amounts due in full on or before the due date.  

 
 
19. Bank overdraft 
 
  The Group   The Company  
  2018 2017 2018 2017 
 $’000 $’000 $’000 $’000 
 
 Bank of Nova Scotia Jamaica Limited  13,639 16,688 13,315 16,688  
 

This overdraft facility bears interest of 13.25 % per annum and is secured by the same security 
as outlined at note 16(i). 
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20. Gross operating revenue 
  The Group   The Company  
  2018 2017 2018 2017 
 $’000 $’000 $’000 $’000 

 

  Export sales – manufacturing 626,907 504,234 626,907 504,234 
  Domestic sales – manufacturing 467,558 418,142 467,558 418,142 
  Retail sales 462,641 434,986 -        -      
  Sale and rental of properties    209,652    196,210         -               -       

   1,766,758 1,553,572 1,094,465 922,376 
 
 

21. Nature of expenses 
 

Profit before taxation is stated after charging: 
 

(a) Cost of operating revenue: 
 

  The Group   The Company  
  2018 2017 2018 2017 
 $’000 $’000 $’000 $’000 
 

Cost of inventories recognised  
   as expense 1,303,408 1,112,843 666,321 546,792 
Depreciation 8,534 7,135 5,433 5,023 
Amortisation 349 344 -      -      
Repairs and maintenance 19,555 16,063 16,787 14,471 
Staff costs (note 23) 63,354 61,514 44,647 41,262 
Utilities 11,681 10,348 4,699 2,855 
Other costs of operating revenue        22,266      15,167   16,951   10,662 

 1,429,147 1,223,414 754,838 621,065 
 

(b) Administration expenses: 
  The Group   The Company  
  2018 2017 2018 2017 
 $’000 $’000 $’000 $’000 

   

Audit fees 5,220 5,018 2,394 2,390 
Repairs and maintenance 8,399 6,473 8,399 6,473 
Depreciation 14,576 10,602 13,218 10,602 
Amortisaion  355 296 355 296 
Directors’ emoluments  

 - Fees 2,425 2,000 2,425 2,000 
 - Management remuneration 14,612 10,211 12,401 9,772 

Rental and security 7,441 15,451 3,841 3,580 
Legal and professional fees 10,866 14,211 4,689 8,169 
Utilities 4,756 4,619 3,244 2,829 
Staff costs (note 23) 56,925 48,609 48,242 39,974 
Insurance 8,225 8,158 5,883 6,444 
Local and overseas travel 14,337 3,657 7,282 1,484 
Impairment and bad debt provisions 1,645 4,752 1,366 4,078 
Other administration expense       30,950       41,086   13,733   15,875 

     180,732    175,143 127,472 113,966

�� �K��!�&��%��K K&��

!:?0>�?:�?30��49,9.4,7�%?,?0809?>
.40A�4=343�)4?C4<14A�������
�



��
�� �K��!�&��%��&����F���!!'���$�#"$&��
��

 
21. Nature of expenses (cont’d) 

 
(c) Selling and distribution expenses: 

 
  The Group   The Company  
  2018 2017 2018 2017 
  $’000 $’000 $’000 $’000 

 
Advertising and promotions   42,308   36,997   42,308   33,611 

 

Total administrative, selling and 
   distribution expenses 223,040 212,140 169,780 147,577 

 
 
22. Other income 
 
  The Group   The Company  
  2018 2017 2018 2017 
  $’000 $’000 $’000 $’000 

 
Interest income 2,393 2,756 2,954 2,756 
Rental income 4,070 1,857 2,960 3,710 
Dividend income 5,994 4,201 3,377 3,975 
(Loss)/gain on sale of property, plant and 
   equipment (       140) 1,520 (       140) 1,520 
Gain on sale of investments 59,118 58,225 56,345 58,225 
Appreciation of investment properties 18,826 21,674 6,000 10,090 
Net foreign exchange gain 9,040 2,477 8,337 2,450 
Miscelleneous income 6,871 5,604 14,821 5,316 
Gain on disposal of investment properties        -          6,110       -           -       

 106,172 104,424   94,654 88,042 
 
 
23. Staff costs 
  
  The Group   The Company  
  2018 2017 2018 2017 
  $’000 $’000 $’000 $’000 

  
Salaries and wages  98,386 86,130 74,121 62,963 

 Pension  2,108 1,904 1,635 1,419 
Other employee benefits    19,785   22,089 17,133 16,854 

   120,279 110,123 92,889 81,236 
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23. Staff costs (cont’d) 
 

Included in profit or loss as follows: 
 

  The Group   The Company  
  2018 2017 2018 2017 
  $’000 $’000 $’000 $’000 

 
Direct manufacturing labour [note 21(a)] 63,354 61,514 44,647 41,262 
Administration [note 21(b)]   56,925   48,609 48,242 39,974 

 120,279 110,123 92,889 81,236 
 
 
24. Acquisition of subsidiary 
 

On April 1, 2017, the company acquired 42.59% ordinary shareholding in KIW International 
Limited (“KIW”).  KIW is consolidated as a subsidiary due to the level of influence the 
company has over the operations of KIW. 
 
The following summarises the fair value of the identifiable assets and liabilities recognised by 
the group at the date of acquisition of KIW. 

 
 2017 
 $’000 
   
Identifiable assets acquired and liabilities assumed: 
  Cash and cash equivalents 682 
  Accounts receivable 3,419 
  Available for sale investments 62,163 
  Fair value of investment and property, plant and equipment 140,000 
  Current liabilities (    8,807) 
  Preference shares (    3,500) 
 
Total identifiable assets acquired 193,957 
Less:  Non-controlling interest (111,351) 
 
Group share of net assets acquired 82,606 
Add:  Preference shares    3,500 
Less:  Consideration paid (  57,000) 
 
Gain on acquisition of subsidiary   29,106 
 
Cash flow on acquisition: 
  Consideration 57,000 
  Cash acquired (       682) 
 
Net cash outflow arising on acquisition   56,318 
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25. Taxation 
 

(a) Income tax is computed at 25% of the profit for the year, as adjusted for taxation 
purposes, and is made up as follows: 

  The Group   The Company  
  2018 2017 2018 2017 
 $’000 $’000 $’000 $’000 
 Current tax expense: 
 Current tax expense  - current year 47,313 38,308 43,660 37,856  

 - prior year (    2,007) 7,993 (    2,007) 3,777 
 Remission of income tax @ 50% (  21,830) (  18,928) (  21,830) (  18,928) 

     23,476   27,373   19,823   22,705  
 
 Deferred tax expense: 
 Originating and reversal of temporary     
    differences (note 8)  (  13,886) (    4,341) (    2,833) (    3,229)  

       9,590   23,032   16,990   19,476  
 

(b) Reconciliation of expected tax expense and actual tax expense: 
 

  The Group   The Company  
  2018 2017 2018 2017 
  $’000 $’000 $’000 $’000 
 
 Profit before taxation  202,849 219,160 246,620 219,342  
 

 Computed “expected”  
    tax expense @ 25%   50,712 54,790 61,655 54,836  
 Difference between profits for financial  
 statements and tax reporting purposes 
    on: 
 Disallowed expenses and capital  
 adjustments, net  (  17,285) (  20,823) (  20,828) (  20,209)  
 Adjustment for effect of tax remission 
 [note 25(d)]  (  21,830) (  18,928) (  21,830) (  18,928)  
 Adjustments in respect of prior year (    2,007)     7,993 (    2,007)     3,777  

 Actual tax charge      9,590   23,032   16,990   19,476  
 

(c) As at September 30, 2018, subject to the agreement of The Commissioner, Tax 
Administration Jamaica, tax losses available for offset against future taxable profits for 
the group was $65,101,000 (2017: $44,250,000) and for the company  $Nil (2017: $Nil).  
As at January 1, 2014, tax losses may be carried forward indefinitely; however, the 
amount that can be utili sed in any one year is restricted to 50% of the current year’s 
taxable profits. 
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25. Taxation (cont’d) 

 

(d) Remission of income tax: 
By notice dated August 13, 2009, the Minister of Finance and the Public Service, issued 
and gazetted the Income Tax (Jamaica Stock Exchange Junior Market) (Remission) 
Notice, 2009. The Notice effectively granted a remission of income tax to eligible 
companies that were admitted to the Junior Market of the Jamaica Stock Exchange 
(JMJSE) if certain conditions were achieved after the date of initial admission. 
 
Effective July 3, 2010, the company’s shares were listed on the JMJSE. Consequently, 
the company is entitled to a remission of income taxes for ten years in the proportion set 
out below, provided the shares remain listed for at least 15 years. 
 

Years 1 to 5: (July 1, 2010 – June 30, 2015) – 100% 
Years 6 to 10: (July 1, 2015 – June 30, 2020) – 50%. 
 

The financial statements have been prepared on the basis that the company will have the 
full benefit of the tax remissions. 

 
 
26. Earnings per ordinary stock unit 
 

Basic earnings per share are calculated by dividing the net profit attributable to members by the 
number of stock units in issue during the year. 

 

 2018 2017 
 

Net profit attributable to shareholders ($’000)        198,549        194,589  

Weighted average number of stock units in issue 682,608,460 679,634,000  

Basic earnings per stock unit ($)               0.29              0.29 
 
 
27. Transactions with owners 

 

(a) Dividends  
  The Group   The Company  
 2018 2017 2018 2017 
 $’000 $’000 $’000 $’000 

 Declared and paid: 
 First interim @ 0.03 cents per share       -     20,365       -     20,365 
 

(b) Capital distribution: 
 

 Capital reserve (i) 25,919       -     20,462      -       
 Franked income (ii) 20,462       -     20,462      -       

  46,381       -     40,924      -       
 

(i) On November 6, 2017, the Board of Directors of the company approved, by way of 
resolution, a capital distribution of $20,462,000. On October 18, 2017 the 
members of KIW approved, by way of resolution a capital distribution to non-
controlling interests of $5,457,000. 

 
(ii) On June 6, 2018, the Board of Directors of the company approved, by way of 

resolution, a distribution from franked income of $20,462,000. 
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28. Related party balances and transactions 
 

  The Group   The Company  
  2018 2017 2018 2017 
             Balances: $’000 $’000 $’000 $’000 
 

(a) Due from subsidiaries: 
 H Mahfood & Sons Limited  -             -      331,464 401,787 
 JRG Shoppers Delite Enterprise 
    Limited  -             -      32,677 18,977 
 KIW International Limited         -             -             989      2,889 

          -             -      365,130 423,653 
 

(b) Due to subsidiaries: 
 JRG Shoppers Delite Enterprise 
     Limited         -             -        25,383   25,383 
  

(c) Amalgamated Distributors Limited (ADL)  
[common director]*    52,385   26,263   52,385   26,263 

 
(d)  Due from director*      1,769        -          1,769        -       

(e) Due to director        -           2,528       -           2,528 

(f) Short-term borrowings due from a 
   director and close family members   28,461        -        28,461        -       

(g) Directors’ emoluments: 
 Fees      2,425     2,000     2,425     2,000  
 Management remuneration    14,612   10,211   12,401     9,772  

(h) Transactions with related parties 
   and subsidiaries 

Sale of goods - ADL  382,968 333,444 382,968 333,444 
Management fees - Subsidiary        -              -      9,800 5,850 
Advertising and publishing - ADL     8,888     2,163     8,888     2,163 

 
* Included in trade and other receivables (see note 10). 

 
 
29. Financial risk management 
 

A financial instrument is any contract that gives rise to a financial asset of one enterprise and a 
financial liability or equity instrument of another enterprise. 
 
The group has exposure to the following risks from its use of financial instruments: credit risk, 
liquidity risk and market risk, which include interest rate risk and currency risk.  This note 
presents information about the group’s exposure to each of the above risks, the group’s 
objectives, policies and processes for measuring and managing risk.  Further quan titative 
disclosures are included throughout these financial statements. 
 
The Board of Directors has overall responsibility for the establishment and oversight of the 
group’s risk management framework.  
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29. Financial risk management (cont’d) 
 
The risk management policies are established to identify and analyse the risks faced by the 
group, to set appropriate risk limits and controls, and to monitor risks and adherence to limits.  
Risk management policies and systems are reviewed regularly to reflect changes in market 
conditions and the group’s activities.  Management standards and procedures aim to develop a 
disciplined and constructive control environment in which all employees understand their roles 
and obligations. 
 
(a) Credit risk: 
 

Credit risk is the risk of financial loss to the group if a customer or counterparty to a 
financial instrument fails to meet its contractual obligations.  Credit risk arises 
principally on trade and other receivables, cash and  cash equivalents and investments.  
There is no significant concentration of credit risk and the maximum exposure to credit 
risk is represented by the carrying amount of each financial asset. 

 
(i) Trade and other receivables 
 

The group’s exposure to credit risk is influenced mainly by the individual 
characteristics of each customer.  The demographics of the group’s customer base 
has less of an influence on credit risk. 

 
A credit policy has been established under which each customer is analysed 
individually for creditworthiness.  Credit is granted to customers on t he approval 
of management.  During the credit approval process, the customer is assessed for 
certain indicators of possible delinquency.  In monitoring customer credit risk, 
customers are grouped according to the ageing of their debt.   

 
The group does not require collateral in respect of trade and other receivables.  

 
The group establishes an allowance for impairment that represents its estimate of 
incurred losses in respect of trade and other receivables.  The allowances for 
doubtful debts are based on the ageing of the receivables and the customer’s ability 
to pay.  

 
(ii)  Due from related companies  

  
All related party transactions are preauthorised and approved by management 
during the budgeting process. 

 
(iii) Cash and cash equivalents and investments 
 

The group limits its exposure to credit risk by maintaining these balances with 
financial institutions which management considered to be stable and only with 
counterparties that are appropriately licensed and regulated.  Management does not 
expect any counterparty to fail to meet its obligations. 

 
 There was no change to the group’s exposure to credit risk during the year, or the manner 

in which it measures and manages the risk. 
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29 Financial risk management (cont’d) 
 

(b) Liquidity risk: 

Liquidity risk is the risk that the group will not be able to meet its financial obligations 
as they fall due.  The group’s approach to managing liquidity is to ensure, as far as 
possible, that it will always have sufficient liquid resources to meet its financial 
liabilities when du e, under both normal and stressed conditions, without incurring 
unacceptable losses or risking damage to its reputation.  Liquidity risk may result from 
an inability to sell a financial asset at, or close to, its fair value. 
 
The following are the contractual maturities of financial liabilities measured at amortised 
cost.  The tables show the undiscounted cash flows of non-derivative financial liabilities, 
including interest payments, based on the earliest date on which the group can be 
required to pay. 

 
   The Group  
   2018  
   Carrying Contractual Less than 2 to   
   amount cash flows  1 year  5 years  
   $’000 $’000 $’000  $’000  
 
 Long-term loans  183,333 245,529 32,439 213,090  
 Trade and other payables  100,538 100,538 100,538       -        
 Short-term borrowings  39,723 39,723 39,723       -        
 Bank overdraft    13,639   13,639   13,639       -        

   337,233 399,429 186,339 213,090  

 
   2017  
   Carrying Contractual Less than 2 to   
   amount cash flows  1 year  5 years  
   $’000 $’000 $’000 $’000  
 
 Long-term loans  216,178 216,178 216,178       -         
 Trade and other payables  120,105 120,105 120,105       -        
 Short-term borrowings  7,932 7,932 7,932           -        
 Directors account  305 305 305       -        
 Bank overdraft    16,688   16,688   16,688       -        

   361,208 361,208 361,208       -       
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29 Financial risk management (cont’d) 
 

(b) Liquidity risk (cont’d): 
 

   The Company   
   2018  
   Carrying Contractual Less than 2 to   
   amount cash flows 1 year  5 years  
   $’000 $’000 $’000 $’000  
 
 Long-term loans  183,333 245,529 32,439 213,090 
 Trade and other payables  60,079 60,079 60,079       -        
 Short-term borrowings  39,723 39,723 39,723       -        
 Due to subsidiary  25,383 25,383 25,383   
 Bank overdraft    13,315   13,315   13,315       -        

   321,833 384,029 170,939 213,090 
  

 
   2017  
   Carrying Contractual Less than 2 to   
   amount cash flows  1 year  5 years  
   $’000 $’000 $’000 $’000  
 
 Trade and other payables  61,486 61,486 61,486       -        
 Short-term borrowings  224,110 224,110 224,110       -        
 Due to subsidiary  25,383 25,383 25,383       -        
 Bank overdraft    16,688   16,688   16,688       -        

   327,667 327,667 327,667       -        
 

 There was no change to the group’s exposure to liquidity risk during the year, or the 
manner in which it measures and manages the risk. 

 
(c) Market risk: 

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

(i) Currency risk: 
 
   Currency risk is the risk that the value or cash flows of a financial instrument will 

fluctuate due to changes in foreign exchange rates. 

The group is exposed to currency risk on transactions that are denominated in a 
currency other than its functional currency.  The main currency giving rise to this 
risk is the United States dollar (US$). 
 
The group ensures that the risk is kept to an acceptable level by monitoring its risk 
exposure and by maintaining funds in US$ as a hedge against adverse fluctuations 
in exchange rates.  
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29. Financial risk management (cont’d) 
 

(c) Market risk (cont’d): 
 

(i) Currency risk (cont’d): 
 

Exposure to currency risk: 

The group’s exposure to foreign currency risk at the reporting date was as 
follows:  
  2018  
  The Group and the Company  
 J$ US$ J$ GBP J$ CAN  
 $’000 $’000 $’000 $’000 $’000 $’000  
 
Financial assets: 
 Trade receivables 160,691 1,204     -     -    1,484 15  
 Cash and cash equivalents     9,514      71    250      1 2,396    24  

Total financial assets 170,205 1,275    250      1 3,880    39 

Financial liabilities: 
 Trade payables        -          -         -        -       -         -    

Total financial liabilities        -          -         -        -       -         -    

Exposure 170,205 1,275    250      1 3,880    39  

 
  2017  
  The Group and the Company  
 J$ US$ J$ GBP J$ CAN  
 $’000 $’000 $’000 $’000 $’000 $’000  
Financial assets: 
 Trade receivables 132,409 1,031 434 3 1,395 13  
 Cash and cash equivalents     1,540      12    269      2 2,848    27  

Total financial assets 133,949 1,043    703      5 4,243    40 

Financial liabilities: 
 Trade payables (    9,519) (     73) (1,586) (     9)    -         -    

Total financial liabilities (    9,519) (     73) (1,586) (     9)    -         -    

Exposure 124,430    970 (   883) (     4) 4,243    40  

 
 Exchange rates as at the reporting date were; US$1: J$133.46 (2017: US$1: 

J$130.41); GBP 1: J$174.21 (2017: GBP 1: J$172.84); CAN 1: J$101.42 (2017: 
1 CAN: J$104.27). 

 

Sensitivity analysis: 
 

 A 4% (2017: 10%) weakening of the above currencies against the J$ would 
increase profit for the year by $6,973,000 (2017: $12,779,000). 

 

 A 2% (2017: 1%) strengthening of the above currencies against the J$ would 
decrease profit for the year by $3,487,000 (2017: $1,277,000).   

 

 The analysis assumes that all other variables, in particular interest rates, remain 
constant.  The analysis is done on the same basis as for 2017. 
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29. Financial risk management (cont’d) 

 
(c) Market risk (cont’d): 

 
(ii) Interest rate risk: 

 
Interest rate risk is the risk that the value or cash flows of a financial instrument 
will fluctuate due to changes in market interest rate.   

 
The group minimises interest rate risk by investing mainly in fixed rate 
instruments and contracting liabilities at fixed rates, where possible.  The group’s 
interest rate risk arises mainly from bank loans. 
 

At the reporting date, the interest profile of the group’s interest-bearing financial 
instruments was: 

  Carrying amount  
   2018 2017 
   $’000 $’000 

  
 Fixed rate:    

  Financial assets  115,123 -       
   Financial liabilities  (236,694) (224,110)  

 (121,571) (224,110)  
  

Fair value sensitivity analysis for financial instruments: 
 
The group does not account for any interest bearing financial instrument at fair 
value, therefore a change in interest rates at the reporting date would not affect the 
carrying value of the group’s financial instruments. 

 
(iii) Equity price risk  

 
 Equity price risk arises from available-for-sale equity securities held by the group 

as part of its investment portfolio.  Management monitors the mix of debt and 
equity securities in its investment portfolio based on market expectations.  The 
primary goal of the group’s investment strategy is to maximise investment returns.  

 
 A 10% (2017: 10%) increase in the market price at the reporting date would cause 

an increase in the group’s other comprehensive income of $46,149,800 (2017: 
$22,730,800) and in the company’s other comprehensive income of $22,757,500 
(2017: $17,336,500). A 10% (2017: 10%) decrease would have an equal but 
opposite effect on other comprehensive income. 

 
(d) Capital management: 

 
The policy of the group’s Board of Directors is to maintain a strong capital base so as to 
maintain investors, creditors and market confidence and to sustain future development of 
the business and ensure it continues as a going concern. 
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29. Financial risk management (cont’d) 
 

(d) Capital management (cont’d): 
 
The group considers its capital to be its total equity inclusive of unappropriated 
profits and capital reserves. The group’s financial objective is to generate a targeted 
operating surplus, in order to strengthen and provide for the future continuity of the 
group as a going concern in order to provide returns for its shareholders and benefits 
for other stakeholders and to maintain an optimal capital st ructure to reduce the cost 
of capital. 
 
The Directors regularly review the financial position of the group at meetings and 
monitor the return on capital and the level of dividends to the ordinary shareholders. 
They seek to maintain a balance between the higher returns that might be possible 
with higher levels of borrowings and the advantages and security afforded by a sound 
capital position. 
 
The group monitors capital on the basis of the gearing ratio. This ratio is calculated as 
net debt divided by total capital. Debt is the total of long -term loans , short-term 
borrowings and bank overdraft less related party loans, if any. Total capital is 
calculated as equity as shown in the company’s statement of financial position plus 
debt. The gearing ratios at the year-end based on these calculations were as follows: 

  
  The Group  
 2018 2017 
 $’000 $’000 

 
Debt 236,695 240,798 
Equity 1,246,554 1,063,167 

Total capital 1,483,249 1,303,965 

Gearing ratio       16.0%      18.5% 
 
There were no significant changes in the group’s approach to capital management 
during the year and the group is not subject to externally imposed capital 
requirements. 

 
(e) Fair values 

 
Fair value is the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement 
date.  Market price is used to determine fair value where an active market exists as it 
is the best evidence of the fair value of a financial instrument. The group’s equities 
are the only financial instrument that is carried at fair value. Where fair value of 
financial instruments approximates carrying value, no fair value computation is done 
and disclosed. 
 
The carrying values reflected in the financial statements for cash and cash equivalent, 
trade and other receivables, and trade and other payables are assumed to approximate 
fair value due to their relatively short-term nature.   
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29. Financial risk management (cont’d) 
 

(e) Fair values (cont’d) 
 
The fair value of long-term loans is assumed to approximate carrying value as the 
loans bear interest at market rates and all other conditions are at market terms. 
 
Quoted equities fair values are based on the bid prices published by the Jamaica Stock 
Exchange Determination of fair value and fair values hierarchy 
 
IFRS 7 specifies a hierarchy of valuation techniques based on whether the inputs to 
those valuation techniques are observable or unobservable.  These two types of inputs 
have created the following fair value hierarchy: 
 
Level 1 -  Quoted prices in active mar kets for identical assets or liabilities. This 

level includes listed equity securities and debt instruments on exchanges. 
 

Level 2 -  Inputs other than quoted prices included within Level 1 that are 
observable for the asset or liability, either directly or  indirectly.  This 
includes financial assets with fair values based on broker quotes. 

 
Level 3 -  Inputs for the asset or liability that are not based on observable market 

data (unobservable inputs). This level includes equity investments and 
debt instrume nts with significant unobservable components. This 
hierarchy requires the use of observable market data when available. 

 
The group considers relevant and observable market prices in its valuations where 
possible. 
 
Available-for-sale securities are classified as Level 1. 

 
 

30. Segment reporting 
      

    2018   

   Manufacturing  Retailing Real estate Investments Total  
   $’000 $’000 $’000 $’000 $’000 

Gross revenue 1,094,465 462,641 213,852       -       1,770,958  
Inter- segment revenue         -              -       (    4,200)       -       (       4,200)  

Revenue from external  
   customers 1,094,465 462,641 209,652       -       1,766,758 

  Other income 94,654 2,561 46,934 5,825 149,974  
Inter-segment other income (     10,092)      -        (  33,710)       -       (     43,802) 

    84,562     2,561   13,224     5,825    106,172 

Segment profit/(loss)    252,281   20,312 (  42,156) (    9,694)    220,743 

Finance cost (     17,881) (         26) (       838)       -       (     18,745)  
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30. Segment reporting (cont’d) 
 

    2018   

   Manufacturing  Retailing Real estate Investments Total  
  $’000 $’000 $’000 $’000 $’000 
 

Profit before taxation     202,849  
Taxation charge     (       9,590)  
Non-controlling interest            5,290  
Profit attributable to equity  
   holders of the parent         198,549  

Segment assets 1,231,372   51,632 213,557 240,064 1,736,625  

Segment liabilities (   317,819) (  34,263) (    2,440) (    9,452) (   363,974)  

Capital expenditure      64,871     8,321   57,197 138,993    269,382  

Depreciation and amortisation (     19,005) (    4,808)        -            -       (     23,813)  
 
 

    2017   

   Manufacturing  Retailing Real estate Investments Total  
  $’000 $’000 $’000 $’000 $’000 
 

Gross revenue 922,376 434,986 200,410       -       1,557,772  
Inter-segment revenue         -              -       (    4,200)       -       (       4,200)  

Revenue from external  
   customers    922,376 434,986 196,210       -       1,553,572  

  Other income 88,042 6,282 10,019 1,566 105,909  
Inter-segment other income (       1,485)       -              -            -       (       1,485)  

      86,557     6,282   10,019     1,566    104,424  

Segment profit/(loss)    216,810     8,479 (  24,986)   22,139    222,442  

Finance cost (     22,557) (         86) (    1,963)       -       (     24,606)  

Profit before taxation     219,160  
Taxation charge     (     23,032)  
Non-controlling interest)     (       1,539)  
Profit attributable to equity  
   holders of the parent         194,589  

Segment assets    929,587   40,516 326,909 227,508 1,524,520  

  Associated company 
   investments          29,355  

       1,553,875  

Segment liabilities (   319,400) (  32,664) (  22,821) (    4,857) (   379,742)  

Capital expenditure    101,366     2,161   38,991       -          142,518  

 Depreciation and amortisation (     15,920) (    3,907)        -            -       (     19,827)  
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31. Contingencies and commitments 
 

(a) For the residential property development at Orchid Estate in Yallahs, St. Thomas,  being 
undertaken by a subsidiary, the estimated additional costs to complete the next batch of 
residential units to which the subsidiary  is contractually committed is Nil (2017: $5 
million).  
 

(b) At September 30, 2018, a subsidiary has capital commitments amounting to 
approximately $170 million (2017: Nil) in relation to work in progress inventory for 
proposed apartment complex at Manor Park, St Andrew.  No provision has been made in 
these financial statements for the unexpended capital commitments as at reporting date 
although appropriate funding has been approved. 

 
(c) The company has given an undertaking to support the operations of certain loss-making 

subsidiary for the foreseeable future. 
 

(d) On July 12, 2018, the company entered into three credit arrangements, aggregating $89 
million at interest rates of 8% to 13.25%, with The Bank of Nova Scotia Jamaica Limited.  
As at September 30, 2018, the company has not made any draw down.  

 
 
32. Prior year adjustments 
 
 Prior to 2016, impairment of the company’s interest in associate, BCFL was accounted for in 

the consolidated financial statements and not at the company level.  During 2018, the company 
recognised the error and adjusted for it in the company’s financial statements as detailed 
below: 

 
 Effect on company’s statement of financial position: 
 
   Impact of correction of error  

  As previously  
   reported  Adjustments As restated 
   $’000  $’000 $’000  
 
 September 30, 2016: 
 Investment in associate 95,713 (78,526) 17,187 
 Other non-current assets 833,845 -      833,845 
 Current assets    341,096      -         341,096 

  1,270,654 (78,526) 1,192,128 

 Share capital (   141,420)      -      (   141,420) 
 Investment revaluation reserve (     45,117)      -      (     45,117) 
 Retained earnings (   784,946) 78,526 (   706,420) 
 Non-current liabilities (   194,666)      -      (   194,666) 
 Current liabilities (   104,505)      -      (   104,505)  

   (1,270,654) 78,526 (1,192,128) 
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32. Prior year adjustments (cont’d) 
 
 Effect on company’s statement of financial position (cont’d): 
 
   Impact of correction of error  

  As previously  
   reported  Adjustments As restated 
   $’000  $’000 $’000  
     
 
 September 30, 2017: 
 Investment in associate 110,021 (78,526) 31,495 
 Other non-current assets 960,888 -      960,888 
 Current assets    438,680      -         438,680 

  1,509,589 (78,526) 1,431,063 

 Share capital (   154,020)      -      (   154,020) 
 Investment revaluation reserve (     44,784)      -      (     44,784) 
 Retained earnings (   964,447) 78,526 (   885,921) 
 Non-current liabilities (       3,180)      -      (       3,180) 
 Current liabilities (   343,158)      -      (   343,158)  

   (1,509,589) 78,526 (1,431,063) 
 
 There were no effects on the company’s statements of profit or loss and other comprehensive 

income and cash flows. 
 
 
33. Subsequent event 
 
 On December 18, 2018, the company’s subsidiary, JRG Shoppers Delite Enterprise Limited 

and its’ associate company, Bay City Foods Limited entered into an agreement whereby Bay 
City Foods Limited will purchase the assets and undertaking comprising JRG’s Shoppers 
Delite supermarket business for a consideration of $172 million plus the cost of inventories at 
the date of transfer. Completion of this sale is scheduled for February 3, 2019. 
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