


OUR MISSION
To take the taste of Jamaican and other Caribbean foods to the 
world and world-class financial services to our region.

OUR VISION
To be a Global Consumer Group delivering long term consumer 
and shareholder value, through brand building and innovative 
solutions in food and financial services, provided by highly skilled 
and motivated people.
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5 Year Financial R
eview

‘000 ‘000 ‘000 ‘000 ‘000

2011 2010 2009 2008* 2007

Number of Shares (including treasury shares) 332,330 331,711 331,706 331,227 329,280

Stockholders’ Equity 29,337,896 26,697,805 23,697,642 19,799,405 20,038,517

Percentage increase over prior year 10% 13% 20% -1% 17%

Market Capitalisation 20,933,467 16,917,261 13,434,093 14,408,375 23,543,520

Total Borrowings 11,808,923 13,764,164 17,227,287 15,670,367 10,026,439

PROFIT AND LOSS ACCOUNT

Turnover 58,216,732 55,318,408 57,406,415 53,462,279 48,749,434

Percentage increase over prior year 5.2% -3.6% 7.4% 9.7% 35.1%

Profit before Taxation 4,032,443 3,259,648 3,653,867 2,478,893 4,802,174

Percentage increase over prior year 23.7% -10.8% 47.4% -48.4% 90.2%

Profit after Taxation 2,992,473 2,396,256 2,722,823 1,780,886 3,535,216

Percentage increase over prior year 24.9% -12.0% 52.9% -49.6% 89.0%

Net Profit Attributable to Stockholders 2,748,813 2,250,176 2,574,955 1,674,475 3,435,532

Percentage increase over prior year 22.2% -12.6% 53.8% -51.3% 86.2%

Net Dividend - Amount 494,874 445,007 378,838 378,313 375,174

Percentage increase over prior year 11.2% 17.5% 0.1% 0.8% 10.1%

IMPORTANT RATIOS

Return on Sales 4.7% 4.1% 4.5% 3.1% 7.0%

Debt to Equity Ratio 40.3% 51.6% 72.7% 79.1% 50.0%

Return on Equity 9.8% 8.9% 11.8% 8.4% 18.5%

Profit before Taxation/Sales 6.9% 5.9% 6.4% 4.6% 9.9%

Dividend Cover - times 5.55 5.06 6.80 4.43 9.16

Shareholders Equity per Stock Unit - JA$ 88.28 80.49 71.44 59.78 60.86

Earnings per Stock Unit - basic 8.33 6.83 7.82 5.10 10.55

Productivity per Employee - US$’000 17.56 14.03 15.76 10.88 23.70

Number of Employees 1,823 1,841 1,844 2,103 2,100

Closing Stock Price - JSE :JA$ 62.99 51.00 40.50 43.50 71.50

Closing Stock Price - TTSE :TT$ 4.29 3.60 3.00 4.05 6.20

Price-Earnings Ratio 7.56 7.47 5.18 8.53 6.78

*Restated
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Notice Of Meeting

NOTICE is hereby given that the Annual General Meeting of GraceKennedy Limited will 
be held at 73 Harbour Street, Kingston,  Jamaica on Wednesday, 30 May 2012, at 4:00 
p.m. for the following purposes:-

1.	 To receive the Audited Group Accounts for the year ended 31 December 2011 and the Reports of the Directors and 
Auditors circulated herewith. 
 
To consider and (if thought fit) pass the following resolution: - 
 
Resolution No. 1 
 
“THAT the Audited Group Accounts for the year ended 31 December 2011  and the Reports of the Directors and Auditors 
circulated with the Notice convening the meeting be and are hereby adopted.”

2.	 To declare the interim dividends paid on 27 May 2011, 28 September 2011 and 16 December 2011 as final for the year 
under review.  
 
To consider and (if thought fit) pass the following resolution: - 
 
Resolution No. 2 
 
“THAT as recommended by the Directors, the interim dividends paid on 27 May 2011, 28 September 2011  and 16 December 
2011  be and they are hereby declared as final and no further dividend be paid in respect of the year under review.”

3.	 To elect Directors and fix their remuneration. 

(1)	 In accordance with Article 108 of the Company’s Articles of Incorporation, Mr. Everton McDonald, Mrs. Mary Anne 
Chambers and Mrs. Gina Phillipps Black having been appointed to the Board since the last Annual General Meeting, will 
retire from office and, being eligible, offer themselves for election.

To consider and (if thought fit) pass the following resolution:-

Resolution No. 3 (a)
 
“THAT Mr. Everton McDonald be and is hereby elected a Director of the Company.”

Resolution No. 3 (b)
 
“THAT Mrs. Mary Anne Chambers be and is hereby elected a Director of the Company.”

Resolution No. 3 (c)
 
“THAT Mrs. Gina Phillipps Black be and is hereby elected a Director of the Company.”
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(2)	 The Directors retiring from office by rotation pursuant to Article 102 of the Company’s Articles of Incorporation are 
Messrs. Douglas Orane, Gordon Sharp and Gordon Shirley who, being eligible, offer themselves for re-election.

To consider and (if thought fit) pass the following resolutions:-

Resolution No. 3 (d)
 
“THAT the Directors retiring by rotation and offering themselves for re-election be re-elected en bloc.”

Resolution No. 3 (e)
 
“THAT Messrs. Douglas Orane, Gordon Sharp and Gordon Shirley be and they are hereby re-elected Directors of the Company.”

4.	 To appoint Auditors and authorise the Directors to fix the remuneration of the Auditors.
	

To consider and (if thought fit) pass the following resolution:

Resolution No. 4
 
“THAT PricewaterhouseCoopers, Chartered Accountants, having agreed to continue in office as Auditors, be and are hereby 
appointed Auditors of the Company pursuant to Section 154 of the Companies Act to hold office until the next Annual General 
Meeting at a remuneration to be fixed by the Directors of the Company.”

5.	 To fix the fees of the Directors.

To consider and (if thought fit) pass the following resolution:-

Resolution No. 5
 
“THAT the amount shown in the Accounts of the Company for the year ended 31 December 2011 as fees of the Directors for their 
services as Directors be and is hereby approved.”

By Order of the Board
Karen Chin Quee Akin (Mrs) 
Corporate Secretary
Dated: 28 February 2012 
	
Any member of the Company entitled to attend and vote at this meeting is also entitled to appoint one or more proxies to attend and 
vote in his/her stead.  Such proxies need not be members of the Company. Instruments appointing proxies (a specimen of which 
is included at the back of the Company’s Annual Report) must be deposited with the Corporate Secretary of the Company, at 73 
Harbour Street, Kingston, Jamaica, not less than forty-eight (48) hours before the meeting.
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Stockholders’ 
Report

The world economy faced several 
challenges during 2011 as it began its 
recovery from the worst economic crisis 
since the Great Depression of the 1930’s. 
Increased volatility characterised financial 
markets worldwide, highlighting the new 
linkages between all major economies as 
a result of globalisation. Natural disasters 
and political unrest in many parts of 
the world created external shocks 
which reverberated across all markets. 
Your company, through a combination 
of centering on customers’ needs, 
frugal management of expenses, and 
increased risk management processes, 
has produced creditable results for the 
year. We are pleased to report that all 
business segments showed improved 
performances over the prior year. This 
was achieved through effective leadership 
by your management team and the work 
of our committed employees. 

In keeping with our objective to improve 
shareholder returns, the dividends paid in 
2011 were $1.50 per share, compared to 
$1.35 in 2010, an increase of 11.1%.

Group revenues for 2011 were $58.2 
billion, representing a 5.2% increase 
over the prior year. This revenue increase 
was accompanied by a significant 
improvement in our net profit. The result 
was a 22.2% increase in net profit 
attributable to shareholders to $2.75 
billion for 2011 from $2.25 billion in 2010. 

During 2011 we continued our drive 
to improve the overall efficiency of the 
Group through significant investments in 
technology. Our largest ever information 
technology investment, estimated at US$6 
million, is being made in the First Global 
Group to improve the customer experience 
and increase internal efficiencies. This 
implementation commenced in 2011 and 
will be completed in 2013.  Improved risk 
management remained at the forefront 
of our efforts, and we implemented 
appropriate policies and procedures 
with the accompanying investment in 

human resources to ensure the continued 
robustness of the GraceKennedy Group.

We continued our commitment to our 
production base in Jamaica by investing 
in a new agro processing facility in St. 
Elizabeth in South Western Jamaica, from 
which we launched the Grace Fresh ‘n 
Ready brand of fresh vegetables in July 
2011.   

A long term strategic objective is the 
international growth of our food brands. 
We are pleased to report that Grace 
owned food brands worldwide grew by 
10.3 % in US dollar revenues for 2011 
over 2010.

GraceKennedy continued its involvement 
in the community, with our Foundations 
active in enhancing the quality of lives 
of persons in the neighbourhoods 
surrounding our offices, factories and 
warehouses, as well as serving the needs 
of the wider society through our initiatives 
in education. 

On June 30, 2011, Mr Douglas Orane 
retired as an employee of the Company 
after 31 years service, and was appointed 
to the position of Executive Chairman 
of GraceKennedy Limited on July 1, 
2011 for one year.  Mr Don Wehby was 
appointed Group Chief Executive Officer 
on July 1, 2011. The transition has gone 
very smoothly. Effective July 1, 2012, Mr 
Orane will assume the new position of 
non–executive Chairman for a period of 
18 months. 

Mrs Mary Anne Chambers, a retired bank 
executive and a Canadian based member 
of the Jamaican diaspora, and Mr 
Everton McDonald, a retired accountant 
based in Jamaica, were appointed to the 
GraceKennedy Board on May 26, 2011. 

Mr LeRoy Bookal retired from the Board 
of Directors at the Company’s Annual 
General Meeting held on May 26, 2011.  
The Board is grateful for his significant 
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contribution and wishes for him the very 
best for the future. 

GraceKennedy Limited’s Articles of 
Incorporation sets an age limit for the 
retirement of its Directors. Two directors 
achieved this age and have subsequently 
retired; they are the Hon. John Issa, O.J., 
and Mrs Audrey Hinchcliffe. Mr Issa 
retired on December 29, 2011, after 29 
years of service to the GraceKennedy 
board.  Mrs Hinchcliffe retired on January 
8, 2012, having been appointed in 2004. 
We are deeply appreciative to both for 
their contribution to the Company over 
the period of their service on the Board. 

On December 31, 2011, our Chief Financial 
Officer, Mrs Fay McIntosh, retired from the 
Company after 33 years of service and 
consequently also resigned her position 
as a Director of the Company.  Our 
successful transition process continued 
with the appointment of Mr Frank James 
as Group Chief Financial Officer. He 
joined the GraceKennedy Group in 2005.  
We thank Mrs McIntosh for the significant 
contributions made by her over her many 
years of sterling service, and wish her the 
very best in her retirement.

Mr Mark Golding resigned from the board 
effective January 6, 2012, to take up an 
appointment as Justice Minister in the 
newly elected Government.  He joined the 
board in July 2010. We congratulate him 
on his fine example of giving back to our 
society, through full time public service.

At a board meeting on February 8, 2012, 
Mrs Gina Phillipps Black, a Jamaican 
based attorney-at-law, was appointed a 
director of GraceKennedy Limited.

We thank you, our shareholders, for your 
confidence and support. We anticipate 
that, regardless of the challenges that 
may arise in 2012, your company has a 
competent team and the infrastructural 
base to successfully navigate them. 
We see these challenges as unique 

opportunities to grow to become the 
global consumer food group and regional 
financial network that we all envision. 
We are thankful to our directors and 
employees for their dedication and 
commitment. As we go into our 90th 
Anniversary in 2012, let us celebrate our 
past of hardy resilience, and embrace 
the world with the Grace ethos of “WE 
CHOOSE TO CARE”.

Douglas R. Orane				 
Executive Chairman			 
			 

Don G. Wehby
Group Chief Executive Officer

February 29, 2012
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Don Wehby
Group Chief Executive Officer
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Jamaican
Trading
Group

Global 
Consumer 

Group

Caribbean 
Financial Services 

Group

2012 2013 2014 2015 2020

Performance Driven Organisation
• Accountability and execution culture
• Align all employees with the strategy and vision
• Build international expertise
• Reward system aligned with strategy & performance
• Develop effective leaders and staff at all levels
• Do things right the fi rst time, on time, within budget

Globally Rationalise Operations
• Optimal platforms

Rebalance Jamaica versus International
• Internationalise systems
• Signifi cant staff rotation

Consumer Centricity & Innovation
• Develop global market research capabilities
• Design solutions rooted in consumer needs, attitudes, and behaviors
• Seek cross-product synergies and technological solutions
• Ensure high levels of consumer satisfaction

Growth & Sustainability
• Grow GraceKennedy-owned brands
• Grow our international food business
• Develop strategic partnerships
• Mobilise fi nancial resources
• Grow domestic & regional fi nancial & money services

Operational Excellence
• Strengthen M&A capabilities and resources
• Leverage IT platforms and improve effi ciency
• Manage Capital Effectively
• Enhance Risk Management and internal controls
• Optimise  Group structure
• Targeting International benchmarking for operational excellence
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Management
Discussion & 
Analysis

Disclosure
The management of GraceKennedy 
is responsible for the integrity and 
objectivity of the information contained in 
the Management Discussion & Analysis 
(MD&A). The information presented 
was also reviewed by the Group’s Audit 
Committee and the Board. Management 
believes the information presented 
herein, represents an objective review of 
the Group’s past performance and future 
prospects.

Who we are
GraceKennedy Limited is a publicly listed 
company on the Jamaica and Trinidad 

& Tobago Stock Exchanges. Operations 
began on February 14, 1922. We are 
commemorating our 90th anniversary 
under the theme “Celebrating the Past, 
Embracing the World” during 2012. 
GraceKennedy generates revenue from 
diverse operations in over 60 countries 
across the world. GraceKennedy’s 
operations are structured as follows:

•	 Grace Foods: This comprises 
production of various food items 
through our manufacturing arms, the 
distribution of Grace owned brands 
internationally and domestically 
and the operation of retail outlets 
through our Hi-Lo Supermarket 
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chain in Jamaica. The Group also 
manufactures and distributes third 
party brands internationally and 
domestically. Grace Foods operates 
in Jamaica, the Caribbean, Central 
America, North America, Europe and 
Africa, while sourcing products from 
these locations and Asia.

•	 GraceKennedy Financial Group: This 
comprises our general insurance, 
insurance brokerage, commercial 
banking, securities, remittance, 
cambio and payment services 
businesses. GraceKennedy Financial 
Group operates primarily within the 
English speaking Caribbean.

•	 Hardware & Lumber Limited: This 

is a publicly listed company on the 
Jamaica Stock Exchange engaged 
in the retail and wholesale of building 
materials, home improvement 
supplies, household items and 
agricultural products. 

Our Mission
Our mission is “To take the taste of 
Jamaican and other Caribbean foods 
to the world and world-class financial 
services to our region.”

Our Vision
Our vision is “To be a Global Consumer 

Group delivering long term consumer 
and shareholder value, through brand 
building and innovative solutions in food 
and financial services, provided by highly 
skilled and motivated people.”
Our Vision embodies the focus of 
GraceKennedy’s team, grounded in 
the following commitments to our 
stakeholders:

•	 Our staff: We will promote teamwork, 
mutual respect, open communication 
and accountability.

•	 Our customers and consumers: 
We will maintain high product and 
service standards as we honour our 
commitments.
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•	 Our shareholders: We will provide 
our shareholders with competitive 
rates of return over the medium to 
long term.

•	 Our communities: We will be a 
socially responsible, caring and 
environmentally conscious corporate 
citizen.

•	 Our creed: We will operate with 
honesty, integrity and trust.

Performance 
Measurement
Our Executive Committee utilises the 
balanced scorecard tool to evaluate 
and monitor Group performance. 
The balanced scorecard applied in 
GraceKennedy, focuses on Financial, 
Internal Processes, Customer and 
Learning & Growth objectives. 

•	 Financial: The focus of this aspect 
of our scorecard is to maximise 
shareholder value. The key metrics 
evaluated are “return on equity” 
and “productivity per employee”. 
The long term vision for the Group 
involves improving productivity levels 
and providing investors with a return 
on equity of at least 20%. 

•	 Consumer: Critical to our strategy is 
our customer focus which is central 
to the delivery of our services. The 
Group thus monitors customer 
experience and service levels to 
ensure that we anticipate the needs 
of our customers and continue to 
delight our customers in all segments 
of our business. 

•	 Internal Processes: The focus of this 
aspect of our scorecard is building 
brand awareness and improving risk 
management in the Group. 

•	 Learning & Growth: Our team is 
critical to our success. This segment 
of the balanced scorecard monitors 
the relationship with our team. We 
therefore monitor retention and 
development of the team as well 
as staff satisfaction. An employee 
satisfaction survey is done every two 
years  to monitor staff satisfaction 
and engagement.

Financial Performance
For the financial year ended December 

31, 2011 the company reported net profit 

attributable to shareholders of $2.75 

billion, an increase of 22.2% compared 

with the prior year. This was derived 

from revenue of $58.2 billion, which, 

compared with prior year, grew by 5.2%. 

Earnings per share increased by $1.50 

to total $8.33. Supporting this revenue 

growth were assets of $100.2 billion, 

representing a growth of 2% for the year. 

Financing these assets were liabilities of 

$69.6 billion, which declined 1%; and 

capital of $30.6 billion, exhibiting growth 

of 10%. Capital comprises shareholders’ 

equity of $29.3 billion and non-controlling 

interest of $1.3 billion. Return on equity 

for 2011 was 9.8% compared to 8.9% for 

2010.

Profit & Loss Analysis 

The Group’s revenue growth was primarily 

driven by the Grace Foods division with 

growth of 11%. This represented the 

major contributor to growth in overall 

revenue. The Insurance and Financial 

Services segments saw a decline of 11% 

and 12% respectively. Expenses grew 

4%, primarily due to staff costs, inventory 

costs and occupancy. The growth in 

staff costs was due to salary increases 

and higher than prior year incentive 

payments, which, given the performance 

based nature of the incentives scheme, 

were associated with the improved 

performance during the year. Non 

Operating (Expense)/Income comprised 

finance cost, finance income and share 

of profits in associated companies. The 

Group’s finance cost declined by 25% due 

to lower borrowings and favourable terms 

on existing loans. The Group’s share of 

profits from associates rose 48%. The 

Group saw improved operating margins 

overall and on all business lines. This was 

a result of better expense management 

and revenue growth in major markets.
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Balance Sheet Review

During 2011 the expansion in our asset 
base was driven by a 15% increase in 
loans receivable. This expansion in loans 
receivable was driven by growth in our 
loan portfolio.  The Group’s receivables 
rose 12% for the period, accompanied 
by a 14% rise in inventories. The rise 
in inventories and receivables was 
associated with the increased sales, 
mainly in the Grace Foods division. The 
Group’s cash was utilised to finance these 
asset purchases resulting in a decline of 
9%. The Group’s fixed assets grew 3% to 
total $6.9 billion for the year 2011. 

Total asset growth was financed largely by 
growth in capital, with liabilities declining; 
deposits being the exception. Deposits 
grew by 5%, which supported the larger 
loan portfolio of our banking segment. 
Borrowings declined by 14%, indicative 
of a deleveraging of our Grace Foods 
division. The Group’s capital structure 
growth was driven by a 14% increase in 
retained earnings. 

The strength of the balance sheet 
indicates the flexibility the Group has to 
finance expansion plans. It also indicates 
the robustness of the Group to weather 
various risks associated with operating in 
its various markets. This is a continued 
focus of management to ensure 

sustainability of growth and the ability to 

meet the requirements of being a global 

conglomerate.

Shareholders’ Return
GraceKennedy’s stock price recorded 

a 23.5% increase during 2011 to close 

the year at $62.99 on the Jamaica Stock 

Exchange after opening at $51. The 

market return as indicated by the JSE 

Main Index for the same period was 

11.8%. The Group increased its dividend 

payment during the period by 11% or 

$49.9 million to total $494.9 million. 

Therefore total shareholder return for the 

year was 26.4%,based on price growth 

during the year of 23.5% and a dividend 

yield of 2.9%. GraceKennedy’s stock 

price increased by 19.2% for 2011 on the 

Trinidad & Tobago Stock Exchange, to 

close the year at TT$4.29. 

The stock currently trades at a price 

earnings multiple of 7.56 times on the 

Jamaica Stock Exchange, a marginal 

increase over the 2010 multiple of 7.47.  

The stock traded at 71% of its book value 

per share of $88.28, compared to 63% for 

2010.
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Segment Analysis
During 2011, all segments showed 
improved performance in profit before 
tax. All segments recorded growth above 
20%. Return on assets improved in all 
segments with Money Services showing 
the best return. The Grace Foods division 
accounted for the majority of revenue; 
the GK Financial Group division however 
accounted for 69% of profit before tax 
compared to 61% in 2010. This rise was 
the result of improved performance in 
the insurance and banking businesses 
coupled with strong growth in the money 
services segment. Profitability for all 
segments improved with better margins. 
The profit performance was as a result 
of improvement in operational efficiency 
and revenue growth. 

Grace Foods Division 

2011 was a good year for the Grace 
Foods division. This was reflected in the 
overall revenue and profit results that 
were 10.6% and 26.5% respectively 
ahead of the prior year’s figures. 

Contribution to Pre-Tax 
Profit by Segment
(JA$ Millions) 
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Main contributors towards this 
achievement were:

1.	 10.3% growth of Grace owned 
brands worldwide, based on sales in 
US dollars 

2.	 Domestic distribution business 
experienced good growth in profits

3.	 Grace Foods UK Limited reported 
improved profitability despite 
operating in a challenging economic 
environment

Most companies in the Group showed 
improved performance relative to prior 
year and we continue to build our 
businesses in both the domestic and 
international markets.  

We launched the new Grace Hot Pepper 
Sauce range, which highlights the 
versatility of Jamaican hot peppers. 
The range uses authentic Jamaican 
scotch bonnet peppers, red peppers and 
sweet peppers grown by local farmers, 
contracted by Grace and processed by 
our local supplier.

Domestic Business: The significant 
growth in the domestic business 
was driven mainly by the distribution 
businesses.  We experienced growth in 
various product categories as well as 
success in new channels of distribution.  
Our manufacturing plants showed 
improvements in productivity as a result 
of new investments and years of effort 
to modernise working methods.   The 
new Portmore Hi-Lo location has seen 
consistent improvement.  The new 
Distribution Centre in St. Catherine, 
Jamaica, has resulted in improvement in 
operating efficiency and service levels to 
customers. In addition, the Distribution 
Centre continues to attract local clients 
and we look forward to building further 
alliances that make sense for our clients 
and ourselves. 

International Business: Our North, 
Central and South American and 
Caribbean businesses enjoyed improved 
performance by achieving significant 
growth in revenues over 2010.  The 
beverage and general grocery categories 

did particularly well. Growth of Grace 
coconut water continued its upward 
trajectory with growing acceptance from 
a wider group of consumers.  Sauces 
and seasonings received major focus in 
the US markets through the New York 
and Florida Jerk Festivals which have 
continued to grow and to attract large 
numbers of loyal supporters.  Good 
growth was experienced across several 
markets for our Grace owned brands, 
the key performers being Belize, Guyana, 
Canada and the USA.

Grace Foods UK Limited had a very good 
year and exceeded targets for revenue 
and profits. We expect this company to 
widen its markets in Europe, Asia and 
Africa. 

Excellence Rewarded: Grace Foods’ 
excellence in its manufacturing and 
distribution businesses  has once again 
been recognised nationally.  Dairy 
Industries (Jamaica) Ltd was awarded 
top prize for manufacturing at the 
Jamaica National Quality Awards.  Grace 
Foods International (“GFI”) was once 
again awarded Champion Trader by the 
Jamaica Exporters Association for the 
third consecutive year.  Additionally, GFI 
was acknowledged as a member of the 
JEA Export Club for exceeding qualifying 
sales.

Hardware & Lumber Limited

Hardware & Lumber Limited recorded a 
profit for 2011. This represents a second 
consecutive year of profitability, reflecting 
a turnaround from recent losses. 
Management continued to implement 
strategies to improve the performance of 
this entity. The Company saw an improved 
performance from its agricultural 
division during the year. Efforts focused 
on expanding the product offering to 
include installation services and a new 
appliance range. Despite the challenging 
environment, the company continues to 
focus on measures to improve customer 
experience through enhancements of 
stores and provision of desired product 
offerings.

GraceKennedy Financial Group 
Division

2011 was a good year for the GK 
Financial Group (“GKFG”) division, as 
we exceeded prior year profits despite a 
fall in revenue.  All segments performed 
well and contributed to the growth in 
2011. Revenue for  GKFG  is earned 
across the region through our insurance, 
banking, asset management, investment 
management, trading, remittances, 
cambio and payment services businesses.  

Banking and Investments: The banking 
and investments segment performed 
creditably in 2011. The segment drove 
growth in interest income by expanding 
the loan portfolio. These portfolios 
were grown in keeping with sound risk 
management as evidenced by First Global 
Bank closing 2011 with a Non-Performing 
Loan rate of 4.8% compared to a ratio of 
7.4% as at December 31, 2010. 

Focus on efficiency represents a critical 
area for the segment. This includes the use 
of technology to increase our efficiency 
and enhance our service delivery to our 
customers.  During 2010 we launched 
Global Access which allows our clients to 
transfer funds from their bank accounts 
to, not only their own accounts, but also 
to the accounts of third parties, locally and 
across the globe. The effectiveness of our 
use of technology was also recognized 
in First Global Financial Services Limited 
(“FGFS”) taking home the award for ‘Best 
Website’ at the Jamaica Stock Exchange 
awards held in December 2011.

Insurance: 2011 was an excellent year 
for the insurance segment as profitability 
improved significantly resulting from 
efficiency gains and superior underwriting 
performance. Declining investment 
yields affected the investment portfolio 
of the segment, however this was offset 
by efficiency gains, acquisition of new 
customers and better underwriting. Profit 
before tax increased 67%.

Money Services: GraceKennedy Money 
Services (GKMS) continues to be the most 
profitable segment in the GK Financial 
Group reporting an increase in pre-tax 
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Geographical Revenue Analysis
Geographical Area (J$'000) 2009 2010 2011

Africa  1,650  9,431  12,373 

North America  6,353,666  6,408,850  7,096,447 

Europe  8,099,574  7,993,787  8,972,939 

Jamaica, Caribbean and Other  42,951,525  40,906,340  42,134,973 

Total  57,406,415  55,318,408  58,216,732 

The year 2011 saw the Group continue 
to drive the strategy of growing revenues 
outside Jamaica. This objective was 
achieved marginally, with markets outside 
Jamaica representing 33% of revenue 
compared to 32% in 2010 (31% in 2009). 
The table highlights the geographical 
growth of revenues across all lines of 
business for the Group.  The Group’s 
strategy is geared towards expanding 
our share in North America, Europe and 
Africa while at the same time achieving 
continued growth in the Jamaican and 
Caribbean market. This growth in the 
overseas market will be driven by our 
Grace Foods division which accounts 
for the majority of sales in Europe, North 
America and Africa.

The table highlights that Jamaica, the 
Caribbean and other countries recorded 
3% growth over 2010, however the 
markets of North America, Africa 
and Europe have shown remarkable 
potential. This validates our approach 
of building awareness in these markets 
and developing appropriate distribution 
arrangements. This strategy is consistent 
with our vision of becoming a global 
consumer group.

Brand Recognition
This is an important component of our 
long term strategy and is captured in our 
balanced scorecard under the  consumer 
and  internal process segments.  A primary 
focus is to build awareness of the Grace 
owned brands. The Group measures this 
by growth in branded sales globally. This 
recognition is captured significantly in the 
performance of our Grace Foods Division.

Brand Vitals:
The information below is based on sales 
and profits in US dollars.
•	 Grace and Grace owned brands 

experienced improved margins in all 
geographical segments. 

•	 Grace and Grace owned brands 
experienced growth in all major 
markets. 

•	 Growth was 10.3% overall with the 
Grace Brand growing 12.5% while 
Grace owned brands grew by 4.6%.

Capital Investment
GraceKennedy continued to show its 
commitment to Jamaica and improving 
efficiency by investing over $7 billion in 
capital projects over the last five years. 
These projects were geared towards 
improving operational efficiency. In 
keeping with the mandate for operational 
excellence, the Group invested $1 billion 

in capital projects, geared at increasing 
efficiency and overall customer 
satisfaction. This was allocated towards 
improving our operating areas (13%), 
maintenance and upgrade of plant and 
machinery (35%) and technology (52%). 
The segments which received the majority 
of funding were Money Services, Banking 
and Investments and Foods. 

The key projects were as follows:

•	 FGB/FGFS software implementation

•	 Factory upgrades at National 
Processors Division and Grace Food 
Processors Division

•	 New Hi-Lo Store in Portmore

•	 Hardware & Lumber store renovations

•	 Partnership with Jamaican 
Government in developing the 
Hounslow Agro Processing Plant

Our Team
The achievements of 2011 were possible 
because of an energised staff complement 
of 1,823 permanent employees of 
varying nationalities. A performance 
driven organisation is one of the pillars 
on which the Group’s successes going 
forward will be built. The mandate of 
attracting, developing and rewarding high 
performing people is one such aspect. 

profits of 22% for 2011. In Jamaica, 
the remittance industry recorded a 
6.2% increase in remittance inflows 
(Bank of Jamaica Remittance Update 
for December 2011). GraceKennedy 
Remittance Services Limited recorded 
increased market share, benefitting from 
the growth locally. Bill payment services 
received a boost in 2011, as GKMS 

assumed control of bill collections within 
Jamaica Public Service Company Ltd. 
(JPS) locations, effective January 4, 2011. 

New Locations: In February 2012, 
the second GraceKennedy Financial 
Centre opened in Downtown Kingston. 
The Centre, which houses the newest 
branches of First Global Bank Limited 

(FGB), First Global Financial Services 
Limited (FGFS) and Jamaica International 
Insurance Company Limited (JIIC), is 
located at 2 Duke Street, Kingston and its 
opening coincided with GraceKennedy’s 
90th anniversary, observed on February 
14, 2012.
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The year saw many changes and saw 

the utilisation of talent from our robust 

Executive Succession Planning Process.  

The ladder effect from the series of 

internal executive appointments has 

resulted in accelerated succession for 

targeted positions, with particular focus 

on 1st and 2nd Tier Succession.

A Group-wide Senior Leadership 

Development Programme (SLDP) was 

developed and launched, comprising 

senior managers at and below the 

Business/Company Heads.  The thirty (30) 

participants hail from across the Group, 

based in Jamaica, Belize, the USA and 

the UK, with the aim of creating a “melting 

pot” of ideas and learning opportunities 

to present and share at Executive and 

Board levels.

In December last year, thirty nine (39) 

supervisors and middle managers 

graduated from the Group’s Supervisory 

Development Programme (SDP)

Employee Engagement

As the demographics of our workforce 
continue to trend away from the traditional 
composition, strides were made to create 
an array of Communication & Engagement 
Forums, such as the Group CEO Forum 
for Senior Managers and the formation of 
Committees for “next generation ideas” 
and the engagement of Women Leaders. 
Next generation leaders were invited to 
actively participate at the Group’s Annual 
Executive Retreat, in our continued drive 
to grow and involve our future Executive 
Leaders in the decision-making process 
from a group-wide perspective.

Executive Management 
Changes
On June 30, 2011, Mr Douglas Orane retired 
as an employee of the Company after 
31 years of service, and was appointed 
to the position of Executive Chairman of 
GraceKennedy Limited on July 1, 2011 for 
one year.  Mr Don Wehby was appointed 
Group Chief Executive Officer effective 
July 1, 2011. The transition has gone 
very smoothly. Effective July 1, 2012, 
Mr Orane will assume the new position 

of non–executive Chairman for a period 
of 18 months. The changes in our Board 
and Executive are noted in our Corporate 
Governance and Stockholders’ reports.

The Executive Committee, reflected 
elsewhere in the Annual Report, is 
responsible for the management of the 
GraceKennedy Group. 

There were several executive 
appointments during the year as the 
Group leadership transitioned. These 
appointments were:
•	 Dr. Cassida Jones who was appointed 

Group Chief Human Resources 
Officer on January 1, 2011 

•	 Michael Ranglin who was appointed 
Chief Executive Officer of Grace 
Foods Limited on March 1, 2011

•	 Ryan Mack who was appointed 
Managing Director of Grace Foods 
UK Limited on April 1, 2011

•	 Chief Audit Executive, Mr Derric 
Gregory who was appointed in May 
2011

•	 Chief Risk Officer, Ms Cathrine 
Kennedy who was appointed in June 
2011 

A smooth transition:  
Executive Chairman 
Douglas Orane passes 
the baton to newly 
named Group CEO Don 
Wehby.
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Corporate Social 
Responsibility
GraceKennedy’s mantra “We Care” 
symbolizes our operations and is reflected 
in our corporate activities and our strong 
community involvement. Through our 
several community organizations we seek 
to improve and enhance the lives of the 
persons, areas and nations that come in 
contact with our company. 

As part of our 90th Anniversary 
celebrations we have sought to highlight 
our commitment to people through 
the tagline “We choose to care.” This 

commitment is highlighted in sports, 
nation building, education and social 
intervention.

Sports: GraceKennedy continued its 
sponsorship of the largest secondary 
school sporting event in the Caribbean, 
Boys’ & Girls’ Championships. This 
sponsorship ensures the provision of a 
world class stage for high school students 
to expose their athletic ability.  We are 
sponsors of cricket at the high school 
level, through our financial services 
branded efforts. The GraceKennedy 
Netball team made the company proud, 
as they walked away winners of the 
Business House Netball Association 
Senior League Competition.  

Nation Building: GraceKennedy is proud 
to be part of the group which declared 
their donations to the political process 
in 2011. This, we believe, is necessary 
to improve the accountability and the 
transparency of the political process in 
Jamaica. This was the first time in the 
country’s political history that such a 
declaration was made.

The GraceKennedy Foundation 
established two new scholarships for 
tertiary education namely, the Rafael 
Diaz Scholarship and the Douglas Orane 
Scholarship. We continued to provide 
bursaries to students at the tertiary and 
secondary levels. The Foundation also 
provided grants to various schools, 
churches and service organisations. 

Our annual lecture, presented by Mrs. 
Frances Madden, focused on the 
work of the Grace & Staff Community 
Development Foundation. 2011 saw the 
fifth staging of the Foundation’s biennial 
youth symposium which highlighted the 
challenges and uncertainties surrounding 
social media for many young people. The 
partnership between the Foundation and 
the University of the West Indies (UWI), 
through our funding of the James S. Moss-
Solomon Snr Chair in Environmental 
Management and the S. Carlton 
Alexander Chair in Management Studies, 
continues to redound to the benefit of the 

USAID, Grace & Staff Community Development Foundation and the GraceKennedy Foundation agree to 
jointly fund the GraceKennedy Education Public/Private Partnership.       

Pictured from left:  Frances Madden, GM, Grace & Staff Community Development Foundation; Group 
CEO Don Wehby; James Burrows, Project Director, USAID; Sophia Bryan, Foundation beneficiary;  
James Moss-Solomon, Foundation Chair; Dr. Karen Hilliard, Director, USAID, and Fay McIntosh,  
Foundation Board member.

Students attend to the speaker at the 2011 GraceKennedy Foundation Youth Symposium held at the 
Wyndham Kingston Hotel on November 3, 2011.
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region in developing knowledge capacity 
in the critical areas of the environment, 
tourism and business.

Grace & Staff Community Development 
Foundation seeks to improve the lives of 
students in the areas where our offices 
are located throughout Jamaica. This 
Foundation’s Education Run continues 
to grow, and during 2011 saw over 3,000 
persons from corporate Jamaica and the 
communities participating. This effort 
raised $3 million for the funding of our 
various community based educational 
initiatives.

We opened a new homework centre in De 
la Vega, Spanish Town. This has already 
received tremendous support and is 
impacting lives.

Our programmes continue to grow and 
have seen participants succeeding in 
external examinations and extracurricular 
activities such as photography.

Subsidiaries

Our subsidiaries also contributed to our 
mandate to be responsible corporate 
citizens through various initiatives such as 

•	 FGB, FGFS and the Ministry of 
Education teamed up to improve 
literacy levels in Grade 3 children 
in six primary schools across the 
island through the programme, 
‘Music – Perfect Pitch for a Sound 
Education’. These students will be 
taught a curriculum with the focus on 
using music as the main tool to drive 
integration, and to teach literacy and 
numeracy skills in particular.

•	 GKMS under its Western Union 
brand, committed over $2.5 million 
worth of grants and scholarships to 
more than 100 students across the 

island in 2011. The beneficiaries 

are children of Jamaicans enrolled 
in the Government of Jamaica’s 
Migrant Worker Programme. The first 
set of scholarships was handed over 
on July 27, 2011. 

•	 GKMS continued its drive to improve 
computer literacy in schools across 
Jamaica, by handing over computer 
equipment to the sum of $10 million 
dollars to 14 Primary Schools across 
the island. The computerization 
programme will see some 4,000 
students being exposed to reading in 
a new, different and exciting way. 

Risk Management & 
Internal Controls 
GraceKennedy operates in various 
geographical regions across several 
industries. The Group is therefore exposed 
to various risks. These risks included 
country, operational and strategic risk. 
Risk management policies are designed 
to identify and analyse these risks, to 
set appropriate risk limits and controls, 
and to monitor the risks and adherence 
to limits by means of reliable and up-to-
date information systems.  The company 
regularly reviews its risk management 
policies and systems to reflect changes 
in markets, products and emerging best 
practices.

Risk assessment is integral to the strategic 
planning process, where business and 
strategy risks are identified, measured, 
relevant mitigation measures formulated 
and responsible officers assigned. 
Each of the key strategic objectives 
identified in the performance areas of 
the balanced scorecard (BSC), including 
financial, consumer, internal process and 
learning &  growth, is risk assessed.  This 
assessment is done both at the Group 
level and by the individual companies, 
where keen monitoring of identified risks 
is undertaken. 

The Group operates within the financial 
services sector as well as manufacturing 
and distribution. These areas have their 
own unique risk considerations. The major 
risks affecting the Group are insurance, 
credit, liquidity and market risk.

Insurance Risk 

Insurance risk for the GraceKennedy 
Group attributable to policies sold by its 
general insurance underwriting subsidiary 
is borne by that subsidiary.  The risk 
under any one insurance contract is the 
possibility that the insured event occurs 
and the uncertainty of the amount of the 
resulting claim.  By the very nature of an 
insurance contract, this risk is random 
and therefore, unpredictable. Factors 
that increase insurance risk include lack 
of risk diversification in terms of type and 
amount of risk and geographical location. 

The Grace-ful Girlz, Champions of the 
Business House Netball Association 
Limited Senior League Competition.

Stooping L-R:  Tamika Harrison, 
Antonette Linton and Danelia Davis.

Standing L-R:  Veronica Wade 
(Manager), Marva Wright (Vice-
Captain),
Kelia Burke, Elaine Maxwell, Natalie 
Gordon, Dave Brown (Coach),
Neekeeshea Connolly, Roxan Long, 
Therese Jarrett (Captain).

Team members missing from the 
photograph:  Andrea Dickenson,
Ann-Jean Atkinstall, Tameka Stewart 
and Terry-Ann Peterkin
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Management maintains an appropriate 
balance between commercial, personal 
policies and type of policies, based on 
guidelines set by the Board of Directors.  
Insurance risk arising from the company’s 
insurance contracts is, however, 
concentrated within Jamaica.  Within the 
solvency requirements of the insurance 
regulators, an appropriate reinsurance 
programme has been established to 
reduce exposures in all classes of business 
thereby reducing capital exposure to an 
acceptable level, using very highly rated 
international reinsurers.

Credit Risk

The Group takes on exposure to credit 
risk, which is the risk that its customers, 
clients or counterparties will cause a 
financial loss for the Group by failing to 
discharge their contractual obligations.  
Management therefore carefully manages 
its exposure to credit risk which is the 
most important risk for GraceKennedy’s 
business. Credit exposures arise 
principally from the Group’s receivables 
from customers, agents, the amounts 
due from reinsurers, amounts due from 
insurance contract holders and insurance 
brokers, lending and investment activities.  
There is also credit risk in off balance 
sheet financial instruments.  The Group 
structures the levels of credit risk it 
undertakes by placing limits on the 
amount of risk accepted in relation to a 
single counterparty or groups of related 
counterparties and to geographical and 
industry segments.

Credit-related commitment risks arise 
from guarantees which may require 
payment on behalf of customers.  Such 
payments are collected from customers 
based on the terms of the letters of credit.  
They expose the company to similar risks 
to loans and these are mitigated by the 
same control policies and processes.

Liquidity Risk

Liquidity risk is the risk that the Group is 
unable to meet its payment obligations 
associated with its financial liabilities when 
they fall due and to replace funds when 
they are withdrawn.  The consequence 
may be the failure to meet obligations to 

repay depositors and fulfil commitments 
to lend.   

Monitoring and reporting take the form of 
cash flow measurement and projections 
for the next day, week and month, 
respectively, as these are key periods 
for liquidity management.  The maturities 
of assets and liabilities and the ability to 
replace, at an acceptable cost, interest-
bearing liabilities as they mature, are 
important factors in assessing the liquidity 
of the Group and its exposure to changes 
in interest rates and exchange rates.

Market Risk

Market risk is the risk that the fair value or 
future cash flows of a financial instrument 
will fluctuate because of changes in 
market prices.  Market risks mainly 
arise from changes in foreign currency 
exchange rates and interest rates. Market 
risk is monitored by the Research and 
Treasury departments which carry out 
extensive research and monitor the price 
movement of financial assets on the local 
and international markets.  Market risk 
exposures are measured using sensitivity 
analysis.

Currency Risk

Currency risk is the risk that the fair value or 
future cash flows of a financial instrument 
will fluctuate because of changes in 
foreign exchange rates.  The Group 
operates internationally and is exposed to 
foreign exchange risk arising from various 
currency exposures, primarily with respect 
to the US dollar, the Canadian dollar and 
the UK pound. 

Foreign exchange risk arises from 
future movements of the exchange 
rate associated with various currencies 
which impact commercial transactions, 
recognised assets and liabilities and net 
investments in foreign operations.  Foreign 
exchange risk is managed by ensuring 
that the net exposure in foreign assets and 
liabilities is kept to an acceptable level 
by monitoring currency positions.  The 
GraceKennedy Group further manages 
this risk by maximising foreign currency 
earnings and holding foreign currency 
balances.

The Group has certain investments in 
foreign operations, whose net assets are 
exposed to foreign currency translation 
risk.  Currency exposure arising from 
the net assets of foreign operations is 
managed primarily through borrowings 
denominated in the relevant foreign 
currencies.

Interest Rate Risk

Interest rate risk is the risk that the 
value or future cash flows of a financial 
instrument will fluctuate because of 
changes in market interest rates.  Floating 
rate instruments expose the Group to 
cash flow interest risk, whereas fixed rate 
instruments expose the Group to fair value 
interest risk.

The GraceKennedy Group manages 
interest rate risk by maintaining an 
appropriate mix of fixed and variable 
rate instruments and also manages the 
maturities of interest bearing financial 
assets and liabilities.  The respective 
Boards within the Group set limits on 
the level of mismatch of interest rate re-
pricing that may be undertaken.

Group Internal Audit

A key component of effective risk 
management is the operation of an 
effective and independent internal audit 
function.  GraceKennedy has embarked 
on establishing a world-class internal audit 
function.  The vision of Group Internal 
Audit is to partner with the business 
units to deliver business excellence. The 
coordination and communication with the 
senior management and Audit Committee 
has been significantly improved, allowing 
for more substantive risk assessment and 
mitigation.  

Over the past eighteen months, extensive 
controls testing and remediation involving 
almost 2,500 controls has taken place as 
a result of the operational risk reviews led 
by Internal Audit and Risk Management 
functions.  This exercise has covered the 
majority of the key strategic business 
units and by the end of 2012 should be 
essentially complete.  The focus on controls 
has resulted in a noted improvement in the 
audit ratings and results.
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Future Outlook  

Certain statements contained 
in the Management Discussion 
& Analysis of financial 
condition and results of 
operations are forward-looking 
statements that involve risks 
and uncertainties. The forward-
looking statements are not 
historical facts, but rather are 
based on current expectations, 
estimates, assumptions 
and projections about our 
industries, businesses and 
future financial results.  Our 
actual results could differ 
materially from the results 
contemplated by these 
forward-looking statements 
due to a number of factors, 
including those discussed in 
other sections of this Annual 
Report.

GraceKennedy is focused on becoming 
a global consumer group and a regional 
financial group. The outlook for 2012 
and the future are linked to this strategy 
and we believe that we have the team, 
structure and strategy to support these 
objectives. The platform for success in 
2012 will be based on these pillars

1)	 Growth and Sustainability

2)	 Customer Centricity and Innovation

3)	 Operational Excellence

4)	 Performance Driven Organisation

Growth and Sustainability

This will be a focus of the Group and will 
be achieved by doing the following in 
2012

i)	 Brand awareness campaign for 
GraceKennedy which will seek to 
bring to the fore the various entities 
of the Group and enhance Group 
synergies. 

ii)	 Growth in our international food 
business. The Group will focus on 

key products and markets. Therefore 
the Group will target specific regions 
and grow key branded products to 
become global food or beverage 
names.

iii)	 Strengthening our presence in the 
Jamaican market.

iv)	 Developing and strengthening our 
strategic partnerships to enhance 
the goals above. 

These strategies will ensure alignment 
of objectives and the appropriate inputs 
for sustainable growth. The Group 
will mobilise its financial resources to 
drive the areas of emphasis to ensure 
capital optimisation. These initiatives are 
expected to yield benefits in 2012 and 
beyond.

Customer Centricity and Innovation: 
The Group is expected to launch several 
new products during 2012. Our GK 
Foods Division will continue to formulate 
new products to meet our customers’ 
needs across our various markets. In 
2012, the Group will focus on cross 
selling and introducing existing and 
potential customers to all the products 
in the GraceKennedy Financial Group. 
An example of this innovation is JIIC’s 
innovative slate of micro insurance 
products, called ‘Insure It’. This will 
change the way insurance products 
are distributed and provide coverage 
not traditionally offered in the Jamaican 
market.

Operational Excellence

The Group is focused on operational 
excellence. This is aimed at improving 
the organisation across levels to result in 
increased efficiency and effectiveness. We 
have embarked on a capital management 
program and benchmarking processes 
to drive excellence. The Group’s risk 
management structure has been 
reinforced to ensure that our activities are 
done right the first time.

Performance Driven Organisation

We will align all employees with 
the strategy and vision, seeking to 
build leaders at all levels, improving 

rewards and recognition and ensuring 
accountability at all levels. The Group will 
build international expertise through our 
hiring practices. Therefore team members 
will be recognised and rewarded for 
performance as the aim is to do things 
right the first time, on time and within 
budget.

Key expectations for 2012
•	 We believe that 2012 will see the 

growth of our UK food business 
which will be used as a launching 
pad into the rest of Europe and 
Africa. This will substantially achieve 
our goal of establishing our Grace 
brands further.  

•	 We will launch several new products 
in financial services that will utilise 
technology and leverage our 
operating structure.

•	 Improvements in the efficiency of 
our Distribution Centre are expected 
to maximise the return on this 
investment.

•	 Strengthening of our domestic 
businesses to ensure viability and 
increased return to shareholders.

•	 Focus on working capital 
management, ensuring that adequate 
short term funding is available. 
This will result in improved turnover 
ratios and payables/receivables 
management.

•	 Improving capital management, 
the aim is to ensure that capital 
is allocated where needed and 
efficiently, thus optimising return. 
This area will be of significant focus to 
ensure the Group capital is allocated 
to the benefit of all stakeholders.
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Courtney O. St. A. Campbell, JP
Chief Executive Officer, GK 
Financial Group Division. 

Everton L. McDonald 
Financial Consultant and retired 
Public Accountant. A member 
of GraceKennedy’s Audit 
Committee, Corporate Governance 
& Nomination Committee and 
Compensation Sub-Committee.

Donald G. Wehby
Group Chief Executive Officer.

Douglas R. Orane, CD, JP
Executive Chairman of 
GraceKennedy Limited.  

Board
of Directors
(From left to right):
Courtney Campbell • Everton McDonald
Don Wehby • Douglas Orane
Gordon Shirley • Gina Phillipps Black
Joseph Esau • Gordon Sharp

Insets:
Mary Anne Chambers • Michael Ranglin
Raymond Chang
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Gordon V. Shirley, OJ
Pro Vice Chancellor and Principal of 
the University of the West Indies, Mona 
Campus. Chairman of GraceKennedy’s 
Corporate Governance & Nomination 
Committee and a member of the Audit 
Committee.

Gina M. Phillipps Black
Attorney-at-law and partner in the 
law firm, Myers Fletcher & Gordon.  A 
member of GraceKennedy’s Corporate 
Governance & Nomination Committee. 

Joseph P. Esau
Financial Consultant on new project 
financing and mergers and acquisitions, 
and a resident of Trinidad & Tobago. A 

member of GraceKennedy’s Corporate 
Governance & Nomination Committee.

Gordon K. G. Sharp, JP 
Chairman of Trout Hall Limited. Chairman 
of GraceKennedy’s Audit Committee 
and a member of the Corporate 
Governance & Nomination Committee 
and Compensation Sub-Committee. 

Insets (top to bottom)

Mary Anne V. Chambers
Retired banker, former Ontario Cabinet 
Minister (Canada) and a resident of 
Canada. A member of GraceKennedy’s 
Audit Committee and Corporate 
Governance & Nomination Committee. 

Michael K. A. Ranglin
Chief Executive Officer, GK Foods 
Division.

G. Raymond Chang, OJ
Director of CI Financial Corporation, 
Canada and a resident of Canada. 
Chairman of GraceKennedy’s 
Compensation Sub-Committee and a 
member of the Audit Committee and 
Corporate Governance & Nomination 
Committee.
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Executive Management
From left to right:

Cassida Jones
Group Chief Human Resources Officer 

Michael Ranglin
Chief Executive Officer, GK Foods

Don Wehby
Group Chief Executive Officer 

Courtney Campbell
Chief Executive Officer, GK Financial 
Group

Frank James
Group Chief Financial Officer

Karen Chin Quee Akin
Chief Corporate Secretary / Senior Legal 
Counsel
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Inset:

Ryan Mack - Senior General Manager - 
International Business East
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Directors & Corporate Data At February 28, 2012

Senior Management At February 28, 2012

Directors

Douglas R. Orane, CD, JP
Executive Chairman

Donald G. Wehby 
Group Chief Executive Officer

Courtney O. St. A. Campbell, JP

Mary Anne V. Chambers

G. Raymond Chang, OJ

Joseph P. Esau

Everton L. McDonald

Gina M. Phillipps Black

Michael K. A. Ranglin

Gordon K. G. Sharp, JP

Gordon V. Shirley, OJ

Auditors

PricewaterhouseCoopers
Scotiabank Centre, Duke Street
Kingston, Jamaica

Attorneys

DunnCox
48 Duke Street
Kingston, Jamaica       

Bankers

The Bank of Nova Scotia Jamaica 
Limited

Citibank N.A.

FirstCaribbean International Bank 
(Jamaica) Ltd.

First Global Bank Limited

National Commercial Bank Jamaica 
Limited

Corporate Secretary

Karen Chin Quee Akin
73 Harbour Street
Kingston, Jamaica

Registered Office

73 Harbour Street
Kingston, Jamaica

Registrar &
Transfer Office

GraceKennedy Limited
73 Harbour Street
Kingston, Jamaica

Websites

www.gracekennedy.com
www.gracefoods.com

Executive Office

Douglas R. Orane, CD, JP 
Executive Chairman

Donald G. Wehby 
Group Chief Executive Officer

Frank A. R. James 
Group Chief Financial Officer

Karen Chin Quee Akin 
Chief Corporate Secretary/Senior Legal 
Counsel

Courtney O. St. A. Campbell 
Executive Director

Michael K. A. Ranglin 
Executive Director

Cassida A. Jones 
Group Chief Human Resources Officer

Andrew  Messado 
Group Comptroller

Cathrine Kennedy 
Chief Risk Officer

Derric A. Gregory 
Chief Audit Executive

Hardware & Lumber Limited
Erwin Burton
Acting Chief Executive Officer

GK Foods

Michael K. A. Ranglin 
Chief Executive Officer, GK Foods 

Naomi Holness 
Senior Human Resources Business 
Partner

Gregory B. Solomon 
Senior General Manager – 
International Business West

Ryan Mack 
Senior General Manager – 
International Business East

Gilroy Graham 
Senior General Manager – 
Domestic Business

U. Philip Alexander 
Chief Risk Officer

Anthony Lawrence 
Global Brand Manager
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Howard Pearce 
Divisional Chief Financial Officer

Zak Mars 
Chief Supply Chain Officer

Dairy Industries (Jamaica) Limited
Andrew Ho
General Manager

GK Foods & Services Limited
Gilroy Graham
Managing Director

Dave Mitchell
General Manager – Grace Food 
Processors (Canning) Division

Carl Barnett
General Manager – Grace Food 
Processors Division

Michael K. A. Ranglin
Managing Director - Grace Foods 
International Division

Oral Richards
General Manager – Hi-Lo Food Stores 
Division

Dianne Robinson
General Manager – National Processors 
Division

Andrea Coy
General Manager – World Brands 
Services Division

GraceKennedy (Belize) Limited
Alberto Young
General Manager 

GraceKennedy (Ontario) Inc.
Lucky Lankage
President

Grace Foods & Services Company
Robert Walker
General Manager 

Grace Foods (USA) Inc.
Gregory Solomon
President

Derrick Reckord
Vice President

Grace Foods UK Ltd    
Ryan Mack
Managing Director

Alan Polding
General Manager

Jerome Miles
General Manager – Export East

Chadha Oriental Foods Limited
John Brennan
Managing Director

Enco Products Limited
Andy Coult
General Manager

Funnybones Food Service Limited
Phil Arthurs
General Manager 
 

GK Financial Group

Courtney O. St. A. Campbell
Chief Executive Officer, GK Financial 
Group

Claudette M. White
Senior Human Resources Business 
Partner
 
Andrew Leo-Rhynie
Vice President - Strategy

Gavin Jordan
Divisional Chief Financial Officer

Allied Insurance Brokers Limited 
Grace A. Burnett
Managing Director

EC Global Insurance Company Limited
Leathon B. Khan
General Manager

First Global Holdings Limited
Courtney O. St. A. Campbell
Chief Executive Officer

FG Funds Management (Cayman) 
Limited
Robert A. Drummond
Chief Executive Officer

First Global Bank Limited
Maureen Hayden-Cater
President

First Global Financial Services Limited
Robert A. Drummond
President

First Global Insurance Brokers Limited
Paul Mitchell
Managing Director

First Global Leasing Limited
Christine Chung McNish
General Manager

First Global (Trinidad & Tobago) 
Limited
Jason Clarke
Managing Director

GraceKennedy Financial Group 
Limited
Courtney O. St. A. Campbell
Chief Executive Officer

GraceKennedy Remittance Services 
Limited
Joan-Marie Powell
Managing Director

Michelle Allen
Vice President, Operations

GraceKennedy Remittance Services 
(Guyana) Limited
Coleen Patterson
Country Manager

GraceKennedy (Trinidad & Tobago) 
Limited
Ronald Thompson
Country Manager

Jamaica International Insurance 
Company Limited
Andrew C. Levy
Managing Director

Signia Financial Group Inc
Jacqueline Holder
Acting Chief Executive Officer

Trident Insurance Company Limited
H. C. Algernon Leacock
Managing Director
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BOARD OF
DIRECTORS

GK FOODS

HARDWARE 
& LUMBER 

LIMITED
GK

FINANCIAL
GROUP

GROUP CEO

CORPORATE 
FINANCE &

ACCOUNTING

GROUP
SECRETARIAT

& LEGAL

RISK
MANAGEMENT

CORPORATE
AFFAIRS

INTERNAL
AUDIT

HUMAN 
RESOURCES

CORPORATE 
PLANNING & 
STRATEGY

GK Foods (UK) Limited

Grace Foods UK Limited

Enco Products Limited

Funnybones Food Service Limited

Chadha Oriental Foods Limited

Grace Foods Limited

Grace Foods (USA) Inc.

GK Foods & Services Limited

GraceKennedy (Belize) Limited

GraceKennedy (Ontario) Inc.

Dairy Industries (Ja.) Limited

Grace Foods & Services Company

GraceKennedy Financial Group Limited

GraceKennedy Money Services 
Caribbean SRL

GraceKennedy Money Services (St. 
Kitts Nevis) Limited

GraceKennedy Money Services 
(Montserrat) Limited

GraceKennedy Money Services (St. 
Vincent & The Grenadines) Limited

GraceKennedy Money Services 
(Anguilla) Limited

GraceKennedy Money Services 
(Antigua & Barbuda) Limited

GraceKennedy Payment Services 
Limited

GraceKennedy (St. Lucia) Limited

GraceKennedy Remittance Services 
Limited

GraceKennedy Remittance Services 
(Guyana) Limited 

GraceKennedy (Trinidad & Tobago) 
Limited

Grace  Kennedy Currency Trading 

Services Limited

GraceKennedy Trade Finance Limited

Allied Insurance Brokers Limited

Jamaica International Insurance 

Company Limited

First Global Holdings Limited

First Global Bank Limited

First Global Financial Services Limited

First Global Trinidad & Tobago Limited

First Global Insurance Brokers Limited

First Global Leasing Limited

Graken Holdings Limited

Knutsford Re

Signia Financial Group Inc.

Trident Insurance Co. Limited

EC Global Insurance Company Limited

Organisational 
Chart
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Shareholdings
Of Directors
As at December 31, 2011

Ordinary Stock Units of no par value

Douglas R. Orane* 5,588,264

John J. Issa* 4,000,057

Donald G. Wehby*   2,505,556

Gordon K. G. Sharp* 821,032

Fay E. G. McIntosh 736,177

Michael Ranglin 299,979

Joseph Esau* 60,000

Gordon V. Shirley 48,000

M. Audrey Hinchcliffe 11,064

Mark Golding 5,054

Courtney Campbell 5,532

Everton McDonald NIL

G. Raymond Chang NIL

Mary Anne Chambers NIL

Total 14,080,715

*Includes stockholdings of connected persons

Shareholdings Of 
Executive Committee 
Members
As at December 31, 2011

Ordinary Stock Units of no par value

Donald G. Wehby*   2,505,556

Fay E. G. McIntosh 736,177

Michael Ranglin 299,979

Cassida Jones 40,357

Karen Chin Quee Akin 13,967

Ryan Mack 6,320

Courtney Campbell 5,532

Total 3,607,888

*Includes stockholdings of connected persons

Stockholders’
Profile

31/12/2011 
Stock Units

%

Private Individuals 101,622,867 30.58%

Insurance Companies, Trust 
Companies & Pension Funds

100,255,608 30.17%

Private Companies  24,324,335 7.32%

Public Listed Companies  6,995,098 2.10%

Investment Companies/Unit Trusts  51,465,143 15.49%

Others  27,006,913 8.13%

Directors & Senior Managers  14,141,359 4.26%

Nominee Companies  6,518,145 1.96%

 332,329,468 100.00%

Top Ten (10) 
Stockholders
As at December 31, 2011

NAME ORDINARY 
STOCK 
UNITS

1 NCB Insurance Co. Ltd. A/C WT109  16,757,123 

2 GraceKennedy Limited Pension 
Scheme

 15,064,157 

3 Luli Limited  14,874,208 

4 FCIB (Barbados) Limited A/C C1191  14,414,873 

5 National Insurance Fund  12,997,122 

6 Sagicor PIF Equity Fund  12,283,026 

7 Jamaica Producers Group Limited  6,103,697 

8 Celia Kennedy  6,035,682 

9 Douglas Orane  5,290,966 

10 Joan E. Belcher  5,138,969 
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GraceKennedy 
Foundation Board of 
Directors

1.	 Prof. Elsa Leo-Rhynie (Chair)

2.	 Michele Orane

3.	 James Moss-Solomon

4.	 Prof. Elizabeth Thomas-Hope

5.	 Fay McIntosh

6.	 Sandra Glasgow

7.	 Cathrine Kennedy

8.	 Radley Reid

9.	 Philip Alexander

10.	 Noel Greenland

11.	 Hilary Wehby

12.	 Caroline Mahfood (Company Secretary)

Grace & Staff 
Community 
Development 
Foundation Board of 
Directors

1.	 James Moss-Solomon	 Director/ Chairman

2.	 L. Anthony Lawrence		  Director

3.	 Frank James			  Director

4.	 Philip Alexander		  Director

5.	 Caroline Mahfood		  Director

6.	 Simone Clarke-Cooper	 Director

7.	 Noel Greenland		  Director

8.	 Caryn Spencer		  Director

9.	 Simon Roberts		  Director

10.	 Andrea Coy			   Director

11.	 Mark Anderson		  Director/Treasurer

12.	 Dave Mitchell		  Director

13.	 Nadarni Headlam		  Secretary
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1.	 The Directors are pleased to 
present their report for the year 
ended 31 December 2011.  
 
Consolidated Group Profit 
Before Tax was $4,032,443,000. 
 
Consolidated Group Net Profit After 
Tax Attributable to Stockholders 
of GraceKennedy Limited was 
$2,748,813,000.

2.	 The Directors recommend that the 
interim dividends paid on 27 May 
2011, 28 September 2011 and 16 
December 2011 be declared as final 
for the year under review.

3.	 The Directors as at 31 December  
2011 were as follows:- 
 
Courtney Campbell, Mary Anne 
Chambers, G. Raymond Chang, 
Joseph Esau, Mark Golding, M. Audrey 
Hinchcliffe, Everton McDonald, 
Douglas Orane, Gordon Sharp, 
Gordon Shirley and Donald Wehby. 
 
Since the last Annual General meeting 
of the Company, the following were 
the board changes.  Mr. John Issa 
and Mrs. M. Audrey Hinchcliffe 
retired from the Board on 29 
December 2011 and 8 January 2012 
respectively.  Mrs. Fay McIntosh and 
Mr. Mark Golding resigned from the 
Board effective 31 December 2011 
and 6 January 2012 respectively.   
Mrs. Mary Anne Chambers and Mr. 
Everton McDonald were appointed 
to the Board effective 26 May 
2011, and Mrs. Gina Phillipps Black 
was appointed to the Board on 
8 February 2012. On 1 July 2012 
Mr. Donald Wehby was appointed 
Chief Executive Officer (“CEO”) 
of the Company and former CEO, 
Mr. Douglas Orane, was appointed 
Executive Chairman.

4.	 In accordance with Article 108 
of the company’s Articles, Mr. 

Everton McDonald, Mrs. Mary Anne 
Chambers and Mrs. Gina Phillipps 
Black, who were appointed directors 
since the last Annual General Meeting, 
will retire from office and, being 
eligible, offer themselves for election. 
 
In accordance with Article 102 of the 
Company’s Articles of Incorporation, 
Messrs. Douglas Orane, Gordon 
Sharp and Gordon Shirley will retire 
by rotation and being eligible offer 
themselves for re-election.  

5.	 Messrs. PricewaterhouseCoopers, 
the present Auditors, will continue in 
office pursuant to Section 154 of the 
Companies Act, 2004.

6.	 The Directors wish to express their 
appreciation to the management and 
staff for the work done during the 
year.

By Order of the Board
28 February 2012
Douglas R. Orane 
Executive Chairman 

Directors’ 
Report
For the Year ended 31 December 2011
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The Audit Committee assists the Board 
in fulfilling its responsibility to oversee 
Management’s implementation of 
GraceKennedy’s financial reporting and 
risk management processes as set out in 
the Audit Committee Terms of Reference. 
In performing its work, the Committee 
considers the following:-

i.	 Reliability and integrity of the 
accounting principles and practices, 
financial statements and other 
financial reporting;

ii.	 Internal audit functions of the 
Company and the Group;

iii.	 Risk management functions and 
processes of the Company and the  
Group;

iv.	 Qualifications, independence and 
performance of the external auditors 
of  the Company; 

v.	 System of internal controls 
and procedures established by 
Management and reviewing their 
effectiveness;

vi.	 Company’s compliance with legal 
and regulatory requirements.

Management has the primary responsibility 
for the timely preparation and accuracy of 
the financial statements and the reporting 
process including the systems of internal 
control. The Group Audit Committee, 
in conducting its oversight role, has 
reviewed and discussed the quarterly 
unaudited results and the annual audited 
financial statements with the company’s 
management and the external auditors.

The Committee has also discussed with 
the company’s management, the internal 
auditors and the external auditors, the 
adequacy of the internal accounting 
controls and has received the assurance 
of the external auditors that the processes 
have produced statements giving a true 
and fair view of the affairs of the company.

In keeping with its mandate, the 
Committee received regular updates from 
the Chief Audit Executive who heads 
the Group Internal Audit department, 
regarding compliance issues that have a 
material impact on the company’s financial 
statements or compliance policies. 
During the year, the Committee reviewed 
reports covering financial, operational and 
compliance audits.  Recommendations 
for improvements and/or adjustments 
were made to management and the 
Board, all of which were accepted, and 
were either implemented or are in the 
process of being implemented.  

The scope of work of the external auditors, 
the assessment of their independence 
and qualifications, were also reviewed 
and based on this review and discussions 
with them, together with the Committee’s 
reviews of the internal audit reports; 
the Committee has recommended to 
the Board of Directors that the audited 
financial statements be approved for 
presentation to the shareholders of the 
company.

The Committee met nine times in 2011. 
At the end of May, Mr Leroy Bookal 
retired from the Board and consequently 
from the Audit Committee of which 
he was Chairman. We thank him most 
sincerely for his sterling contribution to 
the Committee. At the same time Mrs 
Mary Anne Chambers and Mr Everton 
McDonald were appointed members of 
the Audit Committee.  During the year the 
Committee also carried out an extensive 
self assessment exercise with the help of 
an independent consultant, to highlight 
the areas of strength, adequacy of its 
Membership and areas for improvement. In 
the interest of maintaining and enhancing 
its own effectiveness, the Committee 
also participated in a professional 
development session on Financial 
Reporting.  A subsequent event has been 
the resignation from the Committee of Mr 

Report of
Group Audit 
Committee
For the Year ended 31 December 2011
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Mark Golding on January 06, 2012 upon 
his appointment to the Government of 
Jamaica and the Cabinet.  We thank him 
also for his excellent contribution to the 
Committee throughout the year.

The Audit Committee
Gordon Sharp (Chair)
Mary Anne Chambers
Raymond Chang
Mark Golding
Everton McDonald
Gordon Shirley

February 24, 2011
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Report of 
Corporate 
Governance 
& Nomination 
Committee
For the Year ended 31 December 2011

The Corporate Governance & Nomination 
Committee comprises all the non-
executive directors of the Company.  At 
the commencement of the year there 
were eight (8) non-executive and six (6) 
executive directors. 

During the year there were a number 
of Board changes.  This includes the 
following resignations and retirements:

•	 Non-executive director and Chairman 
of the Audit Committee, Mr LeRoy 
Bookal, resigned from the Board on 
May 26, 2011 due to time conflicts. 

•	 Executive directors, Messrs Joseph 
Taffe and Erwin Burton resigned from 
the Board on February 28, 2011 and 
Mrs Fay McIntosh on December 31, 
2011.  In all cases this was upon their 
retirement from the Company. 

•	 Longstanding director, the 
Honourable John Issa, OJ retired 
from the Board on December 29, 
2011, after serving for over 29 years 
as a Board member. 

We record our appreciation to these 
former directors for their invaluable 
service to the Company over the years.

Joining the Board during the year were 
non-executive directors, Mr Everton 
McDonald and Mrs Mary Anne Chambers.  
Mr Michael Ranglin, Chief Executive 
Officer of GK Foods, also joined the Board 
during the year as an executive director.  
We welcome these new directors who 
bring with them considerable experience 
in their respective areas of expertise.

As at the end of December 2011 the 
Board comprised 12 directors, eight (8) 
non-executive and four (4) executive 
directors with Corporate Governance & 
Nomination Committee members being: 
Mesdames Mary Anne Chambers and M. 
Audrey Hinchcliffe, Messrs G. Raymond 
Chang, Joseph Esau, Mark Golding, 
Everton McDonald and Gordon Sharp 
and Professor Gordon Shirley (Chairman).

This Committee is responsible for 
assisting the Board of Directors in its 
deliberations on matters relating to:
i.	 Corporate governance
ii.	 Director nominations and relevant 

criteria
iii.	 Committee structure and 

appointments
iv.	 Chairman/CEO performance 

evaluation
v.	 CEO, executive directors, and senior 

executives succession planning
vi.	 Board and directors’ performance 

and evaluation
vii.	 Director training

During the year, the Committee held 
seven (7) meetings and carried out the 
following major activities to promote and 
practise good corporate governance:

•	 The evaluation of the Board 
inclusive of overall board review, self 
assessments and peer reviews. 

•	 The review of potential candidates 
for appointment to the Board and 
subsidiaries was also undertaken, 
bearing in mind the gaps expected 
to arise from Board retirements 
expected over the next few years. 

•	 A major achievement during the year 
was the transition from the combined 
roles of Chairman and CEO to a split 
in these roles which took place on 
June 30, 2011 on the retirement of 
Mr Douglas Orane as Chief Executive 
Officer and the appointment of Mr 
Don Wehby to that position on July 
1, 2011.  As part of this transition Mr 
Orane was appointed to the position 
of Executive Chairman, effective July 
1, 2011 for a period of one year. 

•	 The Committee also reviewed 
the Group governance structure 
and recommendations made for 
simplifying the decision making 
process. Arising from this, 
recommendations were made 
for changes to the Delegation of 
Authority policy.  
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•	 The Committee provided input in the 
scheduled review of the Company’s 
Code of Ethics. The updated 
document will be finalized by the end 
of the first quarter of 2012.

•	 The Compensation Sub-Committee 
comprising Mr G. Raymond Chang 
(Chair), Mrs M. Audrey Hinchcliffe 
and Messrs John Issa and Gordon 
Sharp undertook an extensive review 
of the Company’s compensation 
scheme during the year.  The Sub-
Committee’s work included:

-- The  Annual review of  Executive 
Incentive Scheme

-- The review of all elements of 
the Company’s compensation 
schemes

-- The development of a 
remuneration policy framework 
and a detailed Implementation 
Plan. The remuneration policy’s 
stated objective is to attract, 
retain and motivate personnel 
in a manner consistent with 
creating shareholder value 
over the long term, by linking 
remuneration to the Company’s 
Business units and individuals’ 
performance, and finding a 
balance between fixed and 
variable remuneration and short 
and long term incentives. 

•	 The succession plans for senior 
executives within the Group were 
reviewed in the context of several 
senior executive changes which 
arose due to retirements. The plan 
which is a robust one allowed for 
seamless transitions.

The members of the Board participated 
actively in meetings of the Board with 
over 90% attendance at all Board and 
Committee meetings. 

The position of Lead Senior External 
Director continues to be held by the 
Chairman of the Corporate Governance 
& Nomination Committee, Professor 
Gordon Shirley. 

Non-executive directors do not have 
service contracts and under the Articles 
of Incorporation of the Company, retire by 
rotation (approximately every three years) 
and are eligible for re-election.

Gordon Shirley
Chairman
Corporate Governance & Nomination 
Committee

February 27, 2012
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GraceKennedy Money Services (GKMS) 
has  announced the launch of the 
company’s newest initiative to enhance 
literacy in Jamaican primary schools. 
Called  I Pledge Too, the programme 
allows residents of the USA to contribute 
to Western Union’s efforts to computerise 
primary schools. I Pledge stands for I 
Promise to Lend Encouragement to 
Develop Growth in Education. The 
programme includes four components; 
National Reading Week, National 
Schools’ English Competition, a Debating 
Competition and the Computerisation 
Programme.

Western Union will collect pledges from 
across the USA  over a six month period, 
and all funds raised  will be used to 
purchase computers for schools. 

Residents abroad have three options for 
making donations:-
•	 Via text by sending WUJA to 52000
•	 Visit westernunion.com/ipledge and  

enter a mobile phone number
•	 Visit any Western Union location 

in the US and mention the code “I 
Pledge Too Jamaica” and the code 
city “Colorado”.

I Pledge Too is a continuation of  an 
existing Western Union I Pledge 
programme. Some JA$10 million dollars 
were committed by both GKMS and 
Western Union to provide computers to 
14 schools in 2011.

Diaspora  
Can Now 
Contribute 
to Primary 
Education via 
Western Union

GKMS General Manager Joan-Marie Powell with a young beneficiary of the computerisation 
programme.
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GraceKennedy 
Food  
Companies 
Win Quality 
Awards

On  October 13, 2011, the Bureau of Standards Jamaica, hosted its National Quality 
Awards Ceremony. Two GK Foods companies, Grace Food Processors Division and 
Dairy Industries (Jamaica) Limited received awards.  Dairy Industries (Jamaica) Limited 
won the top prize in the Manufacturing Category. Both Grace Food Processors Division 
and  Dairy Industries (Jamaica) Limited were awarded two sectional prizes in the 
following categories:

•	 Organizational Focus
•	 Business Results

left to right:  
Grace Roman-Nelson  • Andrew Ho • Gilroy Graham • Vivette Gooden
Radcliffe Walker

left to right:  
Carl Barnett • Lorna Reynolds-Minott • Gilroy Graham • Mark Ruddock • Florett James
McWinni Guy

The Dairy Industries Team

The Grace Food Processors Division Team
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Don Wehby,  Group CEO of GraceKennedy 
Limited has restated the company’s 
unwavering  commitment to the highest 
level of customer service.

“Our company was built on customer 
service, and you could say it is an 
obsession for us.  We have spent our 
entire existence on building relationships 
with the people we serve, and the 
reason why GraceKennedy is where it is 
today is because of the passion that the 
generations that preceded us as leaders 
of the company had with building those 
relationships.” Mr Wehby said, “we are 
committed to continuing that tradition.”

He noted that today’s consumer 
understands what great customer 
service means and they know that they 
have choices. Therefore, more and 
more companies that offer goods and 
services have to become customer-
centric organisations, he said.  In his view, 
companies that are customer-centric 
understand not only what their customers 
value but also the value that customers 
represent to the company. As a result, he 
said, savvy companies are increasingly 
looking to customers to drive growth.  

He pointed to the fact that consumers 
are more informed than ever before about 
how to get quality products and services 
at lower prices, and will not hesitate to 
switch from companies that do not satisfy 
their needs.  For companies  to grow 
revenues and market share, he stated, 
they must ensure that they are not just 
meeting, but anticipating these needs and 
providing complete customer solutions. 

“They have to constantly remind 
themselves that satisfied customers are 
key to continued business success,”  
Mr.Wehby added.

GraceKennedy, he said, had   strengthened 
its emphasis on customer-centricity by 
adopting a credo that directs its relations 
with its customers:

•	 Doing the right things right the first 
time and every time 

•	 Promptly addressing customers’ 
needs and concerns 

•	 Honouring commitments made to 
customers 

•	 Not taking the customer for granted 
•	 Treating the customer politely and 

with respect 

“We are very clear about the fact  that 
customers don’t just buy products or 
services.  Instead, they buy a complete 
experience which includes great 
customer service and solutions to their 
problems,” the GraceKennedy CEO 
stated.  “Companies must therefore focus 
on making customers feel important and 
appreciated by giving them more than 
is expected.  They have to encourage 
feedback, and act on what is learned 
from customers in order to serve them 
better. To be the best at customer service, 
companies have to embrace innovation 
and think outside of the box.”

Mr Wehby pointed to a recent study done 
by leading international management 
consulting firm, Booze, Allen, Hamilton, 
which looked at product and service 
companies in Europe and North America.  
The study revealed that businesses which  
successfully combine value-creating 
customer-centricity with effective delivery 
outperformed industry peers two to one 
in revenue growth,  and generated profit 
margins 5% to 10%  above  that of their 
competitors. The study concluded that 
the key to success is striking the right 
balance between  pleasing customers 
and maximizing profit.

GraceKennedy 
Big on 
Customer 
Service
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Congratulations to Grace & Staff 
Community Development Foundation on 
being named the recipient of the Gleaner 
Honour Award 2011 in the category of 
Voluntary Service. 

The award was  presented to the 
Foundation’s representatives, James 
Moss-Solomon and Frances Madden,  
at a special luncheon for Category 
Recipients at The Gleaner Company Ltd. 
on Wednesday October 26,  2011.

Grace & Staff was founded in 1979 by 
concerned GraceKennedy staff in response 
to the social and economic conditions 
existing in inner city communities. The 
aim of the Foundation is to facilitate the 
development of communities that border 
GraceKennedy’s offices. Companies and 
their staff within the Group make a direct 
and personal input in the development of 
the communities around them, in order 
to help in the process of sustaining good 
community relations.  

Grace & Staff provides assistance in four 
main areas:
•	 Education
•	 Community services
•	 Income generation
•	 Health

The Foundation provides financial 
assistance with school fees, examination 
fees, school equipment and for the 
purchase of tools and materials for 
individuals wishing to acquire skills.  The 
Homework Programme is perhaps the 

project for which Grace & Staff is most 
well recognized.  Through this programme, 
a quiet place is provided where students 
can complete their studies with the help of 
qualified adults.

The  Foundation also works with parents in 
the communities by  providing them with 
guidance in parenting skills.  In the area of 
health, the Foundation assists a geriatric 
clinic run by the Salvation Army.

Staff currently provide funding for 
the Foundation’s activities through 
monthly salary deductions and this is 
matched two to one by GraceKennedy 
Limited.   In addition to providing funding, 
GraceKennedy employees across the 
group contribute their skills and time 
in assisting with the planning and 
implementation of programmes instituted 
through Grace & Staff to benefit the wider 
community.

The day-to-day activities of the Foundation 
are carried out through a secretariat which  
is managed by renowned social worker, 
Frances Madden.  Other members of the 
secretariat are: 

Curtis Sweeney  -- Counsellor
Mathew Cole   -- Accountant
Mercella Gordon-Hanchard -- Field Officer
Michelle Peters-Mullings -- Field Officer
Tameica Lewis -- Field Officer
Christine Francis -- Field Officer
Yanique Clarke -- Administrative 

Assistant

Grace & Staff  
Foundation 
Wins Gleaner 
Honour Award 

Gleaner Honour Awardees,  James 
Moss-Solomon,  (right) Chairman  
of the Grace & Staff Community 
Development Foundation,  who 
accepted the award for voluntary 
services, and Vivian Crawford (left) 
Executive Director of the Institute of 
Jamaica, who received the award 
for arts and culture,  pose with  
(at back, from left) Grace & Staff 
General Manager Frances Madden; 
Douglas Orane, Grace Kennedy 
Executive Chairman; Christopher 
Barnes, Managing Director of The 
Gleaner; Elon Beckford, representing 
the selection committee, and Curtis 
Sweeney, guidance counsellor for 
Grace & Staff.
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St.  Elizabeth farmers will now be able to 
be assured of a ready and reliable market 
for their produce, with the opening of 
a post-harvest and packaging facility, 
to be operated by GraceKennedy.  The 
plant, which was officially handed over 
to GraceKennedy by the Ministry of 
Agriculture on Friday, July 8, was acquired 
through a 10-year lease agreement, with 
an option to renew, with the Ministry of 
Agriculture and Fisheries.  

The plant is the result of a multi-lateral 
partnership known as  the  Improving 
Jamaica’s Agricultural Productivity Project 
(IJAP), which received funding from the 
Canadian International Development 
Agency (CIDA), The Ministry of Agriculture 
and the Inter-American Institute for 
Cooperation on Agriculture (IICA) and 
GraceKennedy Ltd.

The facility is approximately 8,800 square 
feet, and includes approximately 1,100 
sq. feet of cold storage.  

The company invested over $43 million to 
set up the plant, and started operations 
in June.  It currently employs 26 persons, 
but this number is expected to increase 
as demand grows. The facility has been  
equipped to produce, process and 
distribute produce to the retail and hotel 
trades.  The crops which will initially be 
marketed  include carrots, cabbage, 
lettuce, callaloo and sweet peppers.  The 
plan is to extend this range to include 
sweet potatoes, onions and irish potatoes.

The company has entered into long 
term contracts with an initial group of 17 
farmers to supply vegetables to the plant 
and they, in turn, have employed 190 
persons.

GraceKennedy 
Opens Post 
Harvesting 
and Packaging 
Plant in St. 
Elizabeth



Annual Report 2011

NOTICE OF M
EETING

M
D&A

TEAM
REPORTS

COM
M

UNITY
FINANCIALS

41

GraceKennedy co-opted one of its 
divisions, Agro-Grace, which is one of the 
primary suppliers of seeds and chemicals 
to the farming community, to provide  
contract farmers with special discounts  
on seeds and pesticides, as well as 
technical advice, continued support and 
training.

The post-harvest and packaging plant 
complements another project which 
Grace is currently running in St. Elizabeth, 
the production of pepper mash.   Taking 
note of the growing demand for spicy 
foods and condiments, and recognizing 
the inconsistency in supplies of raw 
materials – pepper and escallion, 
GraceKennedy contracted farmers to 
supply over 45,000 pounds of these 
produce to convert them into mash, the 
raw material for jerk seasonings and spicy 

sauces.  This turned out to be a wise 
business decision because the company 
now exports pepper mash to the UK, 
Belize, the USA and St. Lucia, in addition 
to supplying many local agro-processors.    

Through our food operations, the 
company is  earning foreign exchange 
for the country and creating significant 
employment.  From Jamaica, Grace 
Foods is currently exporting products to 
33 countries and we are actively exploring 
other new markets.  Last year, the value 
of export of Grace brand products made 
from Jamaican ingredients was recorded 
at $508 million.  What is perhaps more 
significant is the value of purchases 
from local farmers which amounts to 
approximately $917 million. 

The company now exports 13 products, 
including juices, veggie meals, soups 
and vegetables.  In addition GraceFoods 
exports 17 products which originate 
from other Jamaican factories, including 
canned ackees, callaloo, jerk seasoning 
and hot pepper sauces.

The  company has invested  $136 million 
to install additional processing  and 
packaging facilities.

The opening of a post harvesting facility at 
Hounslow in St Elizabeth demonstrates the 
commitment of GK  to Jamaican agriculture, 
says Group CEO Don Wehby.

He notes  that the packaging house for 
fresh vegetables and tubers “signals the 
strengthening of our relationship with the 
farmers of St Elizabeth. ”

The packaging house at Hounslow, which 
cost J $49 million to renovate and “build out” 
from what was the shell of an abandoned 
structure, has been leased to GraceKennedy 
for 10 years. Grace spent J$43 million in 
equipping the building with appropriate 
storage and packaging machinery and started 
production with 26 employees.
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First Global and the Ministry of Education 
have teamed up in a programme to 
improve literacy levels in Grade 3 children 
in six primary schools across the island. 
The programme, ‘Music – Perfect Pitch 
for a Sound Education’, will see music 
being used as the driving force behind 
this literacy thrust.

The programme will focus on students in 
Grade 3, and will see six primary schools 
across the island benefitting in this initial 
stage. The intention is for them to realise 
the benefits  before sitting the Grade 
Four Literacy test. These students will 
be taught a curriculum with the focus 
on using music as the main tool to drive 
integration, and to teach literacy and 
numeracy skills in particular.

“Children who are not able to read fall 
prey to a vicious cycle, where they move 
through the school system without ever 
fully being able to grasp what is being 
taught. These children then leave school, 
gain few, if any, exam qualifications, and 
then find themselves in a situation where 
they cannot find productive employment, 
or even move on to further studies”, says 
Courtney Campbell, CEO GraceKennedy 
Financial Group. He notes that “Clearly, 
this is a worrying trend, and something 
that all corporate companies should be 
greatly concerned  about.”

First Global Bank and First Global Financial 
Services will provide the necessary 

musical instruments, equipment and 
materials needed to drive this initiative. 
The companies will also sponsor teacher 
training workshops, to hone the teachers’ 
musical skills to effectively deliver this 
curriculum.

“At the end of the year we hope to see 
a measurable improvement in the literacy 
levels in the students who benefit from 
this programme,” says Maureen Hayden-
Cater, President of First Global Bank. 

Robert Drummond, President of First 
Global Financial Services, points out that 
FG will also ensure that the teachers who 
will be interacting with these students 
are adequately trained in music and 
delivering the curriculum using music. 
Therefore, a key element of the project 
will be the testing of the students at the 
beginning of the programme, and at 
intervals throughout the lifespan of the 
programme.

“This will allow us to check the progress 
and success of this initiative,” says Mr 
Drummond. “Besides, we have also been 
lucky enough to have the talented Alaine 
Laughton, who has come on board with 
us, as the programme’s spokesperson. 
As someone who is highly musically 
literate, she understands the benefits 
and importance of exposing children to 
music, and we are very happy that she 
was able to give of her time in support of 
this initiative.”

First Global 
Partners with 
Ministry of 
Education 
to Improve 
Literacy

From left to right: 
Courtney Campbell
CEO GK Fincancial 
Group Division

Jamaican Singer/Song 
Writer Alaine

Don Wehby
GK Group CEO
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We’ll continue to deliver the quality products and services you
deserve because you’re the reason we’re here.
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Honesty | Integrity | Trust
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Notes to the Financial Statements

1.	 Identification
	

GraceKennedy Limited (the company) is a company limited by shares, incorporated and domiciled in Jamaica.  The registered office of the 
company is 73 Harbour Street, Kingston, Jamaica.

The company is a publicly listed company having its primary listing on the Jamaica Stock Exchange, with further listing on the Trinidad and 
Tobago Stock Exchange. In 2010 the company delisted from the Barbados and Eastern Caribbean Stock Exchanges.

The Group is organised into two divisions namely, GK Foods and GK Financial Group. The GK Foods division comprises all the food related 
companies while GK Financial Group comprises all the financial services companies in the Group. For the purpose of segment reporting the 
Group reports its results under the five segments described below.

The principal activities of the company, its subsidiaries and its associated companies (the Group) are as follows:

Food Trading - 
Merchandising of general goods and food products, both locally and internationally; processing and distribution of food products; and the 
operation of a chain of supermarkets.

Retail and Trading -
Merchandising of agricultural supplies, and hardware and lumber.

Banking and Investments - 
Commercial banking; investment management; lease and trade financing; stock brokerage; pension management; property rental; and mutual 
fund management.

Insurance -
General insurance and insurance brokerage. 

Money Services -
Operation of money transfer services, cambio operations and bill payment services.

2.	  Significant Accounting Policies

The principal accounting policies applied in the preparation of these financial statements are set out below. These policies have been 
consistently applied for all the years presented, unless otherwise stated.

(a)	 Basis of preparation
These financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS), and have been 
prepared under the historical cost convention as modified by the revaluation of certain fixed and financial assets and financial liabilities.

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It also requires 
management to exercise its judgement in the process of applying the Group’s accounting policies. The areas involving a higher degree of 
judgement or complexity, or areas where assumptions and estimates are significant to the financial statements are disclosed in Note 4.

Standards, interpretations and amendments to published standards effective in the current year 

Certain new standards, interpretations and amendments to existing standards have been published that became effective during the 
current financial year. The Group has assessed the relevance of all such new standards, interpretations and amendments and has put 
into effect the following IFRS, which are immediately relevant to its operations.

•	 IAS 24, Related Party Disclosures (Revised) (effective for annual periods beginning on or after 1 January 2011).  The definition of 
a related party has been clarified to simplify the identification of related party relationships, particularly in relation to significant 
influence and joint control.  A partial exemption from the disclosures has been included for government-related entities. For these 
entities, the general disclosure requirements of IAS 24 will not apply. Instead, alternative disclosures have been included, requiring, 
the name of the government and the nature of its relationship with the reporting entity, the nature and amount of individually 
significant transactions in the year; a qualitative or quantitative indication of the extent of other transactions that are collectively 
significant. The adoption of this standard did not have a significant impact on the Group and company related party disclosures.
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2.	 Significant Accounting Policies (Continued)

(a)	 Basis of preparation (Continued)

Standards, interpretations and amendments to published standards effective in the current year (continued)

•	 IFRS 3, ‘Business combinations’ (a) Transition requirements for contingent consideration from a business combination that occurred 
before the effective date of the revised IFRS (effective for annual periods beginning on or after 1 July 2010).  Clarifies that the 
amendments to IFRS 7, ‘Financial instruments: Disclosures’, IAS 32, ‘Financial instruments: Presentation’, and IAS 39, ‘Financial 
instruments: Recognition and measurement’, that eliminate the exemption for contingent consideration, do not apply to contingent 
consideration that arose from business combinations whose acquisition dates precede the application of IFRS 3 (as revised in 2008). 
(b) Measurement of non-controlling interests. The choice of measuring non-controlling interests at fair value or at the proportionate 
share of the acquiree’s net assets applies only to instruments that represent present ownership interests and entitle their holders 
to a proportionate share of the net assets in the event of liquidation. All other components of non-controlling interest are measured 
at fair value unless another measurement basis is required by IFRS. (c) Un-replaced and voluntarily replaced share-based payment 
awards. The application guidance in IFRS 3 applies to all share-based payment transactions that are part of a business combination, 
including unreplaced and voluntarily replaced share-based payment awards. The Group adopted the standard from 1 January 2011.   
There was no significant impact on the Group.

•	 IFRS 7, ‘Financial instruments’ (effective for annual periods beginning on or after 1 January 2011). Retrospective application required. 
Emphasises the interaction between quantitative and qualitative disclosures about the nature and extent of risks associated with 
financial instruments.  It clarifies that only those financial assets whose carrying amount does not reflect the maximum   exposure to 
credit risk need to provide further disclosure of the amount that represents the maximum exposure to such risk.  It also requires, for all 
financial assets, disclosure of the financial effect of collateral held as security and other credit enhancements regarding the amount 
that best represents the maximum exposure to credit risk (e.g., a description of the extent to which collateral mitigates credit risk). It 
removes the disclosure requirement of the collateral held as security, other credit enhancements and an estimate of their fair value 
for financial assets that are past due but not impaired, and financial assets that are individually determined to be impaired. Further 
clarification is provided that the additional disclosure required for financial assets obtained by taking possession of collateral or other 
credit enhancements are only applicable to assets still held at the reporting date. The requirement to specifically disclose financial 
assets renegotiated to avoid becoming past due or impaired has been removed.  

•	 IAS 1, ‘Presentation of financial statements’ (effective for annual periods beginning on or after 1 January 2011). Retrospective 
application required. Clarifies that an entity will present an analysis of other comprehensive income for each component of equity, 
either in the statement of changes in equity or in the notes to the financial statements. The Group applied this amendment from 1 
January 2011.  There was no significant impact on the Group.

•	 ‘Classification of rights issues’ (amendment to IAS 32), issued in October 2010. The amendment applies to annual periods beginning 
on or after 1 February 2010. Earlier application is permitted. The amendment addresses the accounting for rights issues that are 
denominated in a currency other than the functional currency of the issuer. Provided certain conditions are met, such rights issues 
are now classified as equity regardless of the currency in which the exercise price is denominated. Previously, these issues had to be 
accounted for as derivative liabilities. The amendment applies retrospectively in accordance with IAS 8 ‘Accounting policies, changes 
in accounting estimates and errors’. The Group applied the amended standard from 1 January 2011.  There was no significant impact 
on the Group.

•	 IFRIC 14, Prepayments of a Minimum Funding Requirement (effective for annual periods beginning on or after 1 January 2011).  The 
amendment is applied retrospectively.The amendment will have a limited impact as it applies only to companies that are required to 
make minimum funding contributions to a defined benefit pension plan. It removes an unintended consequence of IFRIC 14 related to 
voluntary pension prepayments when there is a minimum funding requirement. The Group applied the interpretation from 1 January 
2011.  There was no significant impact on the Group or the parent entity’s financial statements.

•	 IFRIC 19, ‘Extinguishing financial liabilities with equity instruments’, effective 1 July 2010. The amendment is applied retrospectively. 
The interpretation clarifies the accounting by an entity when the terms of a financial liability are renegotiated and result in the entity 
issuing equity instruments to a creditor of the entity to extinguish all or part of the financial liability (debt for equity swap). It requires 
a gain or loss to be recognised in profit or loss, which is measured as the difference between the carrying amount of the financial 
liability and the fair value of the equity instruments issued. If the fair value of the equity instruments issued cannot be reliably 
measured, the equity instruments should be measured to reflect the fair value of the financial liability extinguished. The Group applied 
the interpretation from 1 January 2011.  There was no significant impact on the Group or the parent entity’s financial statements.
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2.	 Significant Accounting Policies (Continued)

(a)	 Basis of preparation (Continued)

Standards, interpretations and amendments to published standards effective in the current year (continued)

•	 IAS 27, ‘Consolidated and separate financial statements’ (effective for annual periods beginning on or after 1 July 2010). Retrospective 
application required. Clarifies that the consequential amendments from IAS 27 made to IAS 21, ‘The effect of changes in foreign 
exchange rates’, IAS 28, ‘Investments in associates’, and IAS 31, ‘Interests in joint ventures’, apply prospectively for annual periods 
beginning on or after 1 July 2010, or earlier when IAS 27 is applied earlier.  This was early adopted 1 January 2010.

•	 IAS 34, ‘Interim financial reporting’ (effective for annual periods beginning on or after 1 January 2011). Retrospective application 	
required. Provides guidance to illustrate how to apply disclosure principles in IAS 34 and add disclosure requirements around: the        
circumstances likely to affect fair values of financial instruments and their classification; transfers of financial instruments between      	
different levels of the fair value hierarchy; changes in classification of financial assets; and changes in contingent liabilities and          	
assets.  There was no significant impact on the Group.

•	 IFRIC 13, ‘Customer loyalty programmes (effective 1 January 2011). The meaning of ‘fair value’ is clarified in the context of 	
measuring award credits under customer loyalty programmes.   There was no significant impact on the Group.

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

The following standards and amendments to existing standards have been published and are mandatory for the Group’s accounting 
periods beginning after 1 January 2011 or later periods, but the Group has not early adopted them:

•	 IFRS 9, ‘Financial Instruments’ (effective for annual periods beginning on or after 1 January 2013).  This standard specifies how 
an entity should classify and measure financial instruments, including some hybrid contracts. It requires all financial assets to be 
classified on the basis of the entity’s business model for managing the financial assets and the contractual cash flow characteristics 
of the financial asset; initially measured at fair value plus, in the case of a financial asset not at fair value through profit or loss, 
particular transaction costs; and subsequently measured at amortised cost or fair value. These requirements improve and simplify 
the approach for classification and measurement of financial assets compared with the requirements of IAS 39. They apply a 
consistent approach to classifying financial assets and replace the four categories of financial assets in IAS 39, each of which had 
its own classification criteria. They also result in one impairment method, replacing the two impairment methods in IAS 39 that arise 
from the different classification categories.   For financial liabilities, the standard retains most of the IAS 39 requirements. The main 
change is that, in cases where the fair value option is taken for financial liabilities, the part of a fair value change due to an entity’s 
own credit risk is recorded in other comprehensive income rather than the income statement, unless this creates an accounting 
mismatch.  There has been no significant change in the recognition and measurement of financial liabilities carried at amortised cost 
from what obtained under IAS 39. 

While adoption of IFRS 9 is mandatory from 1 January 2013, earlier adoption is permitted.  The Group is considering the implications 
of the standard, the impact on the Group and the timing of its adoption by the Group.

•	 IFRS 10, ‘Consolidated financial statements’ (effective for annual periods beginning on or after 1 January 2013) builds on existing 
principles by identifying the concept of control as the determining factor in whether an entity should be included within the 
consolidated financial statements. The standard provides additional guidance to assist in the determination of control where this is 
difficult to assess. IFRS 10 is not expected to have any impact on the Group’s financial statements as there would be no change in 
the entities that are consolidated under the new standard.   The Group intends to adopt IFRS 10 no later than the accounting period 
beginning on or after 1 January 2013.

•	 IFRS 11, ‘Joint arrangements’ (effective for annual periods beginning on or after 1 January 2013). This standard replaces IAS 31, 
‘Interests in Joint Ventures’ and SIC-13, ‘Jointly Controlled Entities-Non- Monetary Contributions by Venturers’. The standard requires 
a party to a joint arrangement to determine the type of joint arrangement in which it is involved by assessing its rights and obligations 
arising from the arrangement. The standard is concerned principally with addressing two aspects of IAS 31: first, that the structure 
of the arrangement was the only determinant of the accounting and, second, that an entity had a choice of accounting treatment for 
interests in jointly controlled entities, and improves on IAS 31 by establishing principles that are applicable to the accounting for all 
joint arrangements. The standard requires a joint venturer to recognise an investment and to account for that investment using the 
equity method in accordance with IAS 28, ‘Investments in Associates and Joint Ventures’, unless the entity is exempted from applying 
the equity method as specified in that standard. The Group currently has no joint arrangements that fall within the recognition criteria 
of this standard and intends to adopt IFRS 11 no later than the accounting period beginning on or after 1 January 2013. 
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2.	 Significant Accounting Policies (Continued)

(a)	 Basis of preparation (Continued)

Standards, amendments and interpretations to existing standards that are not yet effective and have not been early adopted by 
the Group (continued)

•	 IFRS 12, ‘Disclosures of interests in other entities’ (effective for annual periods beginning on or after 1 January 2013) includes the 
disclosure requirements for all forms of interests in other entities, including joint arrangements, associates, special purpose vehicles 
and other off statement of financial position vehicles.  The standard will likely result in expanded disclosure in the financial statements 
and the Group intends to adopt IFRS 12 no later than the accounting period beginning on or after 1 January 2013.

•	 IFRS 13, ‘Fair value measurement’, (effective for annual periods beginning on or after 1 January 2013) aims to improve consistency 
and reduce complexity by providing a precise definition of fair value and a single source of fair value measurement and disclosure 
requirements for use across IFRS. The requirements, which are largely aligned between IFRS and US GAAP, do not extend the use 
of fair value accounting but provide guidance on how it should be applied where its use is already required or permitted by other 
standards within IFRS or US GAAP. The standard will likely result in extended disclosure in the financial statements and the Group 
intends to adopt IFRS 12 no later than the accounting period beginning on or after 1 January 2013.

•	 IAS 1, ‘Presentation of financial statements’ (effective for annual periods beginning on or after 1 July 2012). The main change 
resulting from these amendments is a requirement for entities to group items presented in ‘other comprehensive income’ (OCI) on 
the basis of whether they are potentially reclassifiable to profit or loss subsequently (reclassification adjustments). The amendments 
do not address which items are presented in OCI.

•	 IAS 12, ‘Income taxes’, (effective for annual periods beginning on or after 1 January 2012) currently requires an entity to measure 
the deferred tax relating to an asset depending on whether the entity expects to recover the carrying amount of the asset through 
use or sale. It can be difficult and subjective to assess whether recovery will be through use or through sale when the asset is 
measured using the fair value model in IAS 40, ‘Investment property’. This amendment therefore introduces an exception to the 
existing principle for the measurement of deferred tax assets or liabilities arising on investment property measured at fair value. As a 
result of the amendments, SIC 21, ‘Income taxes - recovery of revalued non-depreciable assets’, will no longer apply to investment 
properties carried at fair value. The amendments also incorporate into IAS 12 the remaining guidance previously contained in SIC 
21, which is withdrawn.

•	 IAS 19 (amendment), ‘Employee benefits’ (effective for annual periods beginning on or after 1 January 2013). The impact on the group 
will be as follows: to eliminate the corridor approach and recognise all actuarial gains and losses in OCI as they occur; to immediately 
recognise all past service costs; and to replace interest cost and expected return on plan assets with a net interest amount that is 
calculated by applying the discount rate to the net defined benefit liability (asset).  The Group intends to adopt the amendments to 
IAS 19 no later than the accounting period beginning on or after 1 January 2013.

•	 IAS 27 (revised 2011) (effective for annual periods beginning on or after 1 January 2013) includes the provisions on separate financial 
statements that are left after the control provisions of IAS 27 have been included in the new IFRS 10.

•	 IAS 28 (revised 2011) (effective for annual periods beginning on or after 1 January 2013) includes the requirements for joint ventures, 
as well as associates, to be equity accounted following the issue of IFRS 11.
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2.	 Significant Accounting Policies (Continued)

(b)	 Basis of consolidation

Subsidiaries are all entities (including special purpose entities) over which the Group has the power to govern the financial and operating 
policies generally accompanying a shareholding of more than one half of the voting rights. The existence and effect of potential voting 
rights that are currently exercisable or convertible are considered when assessing whether the Group controls another entity. The Group 
also assesses existence of control where it does not have more than 50% of the voting power but is able to govern the financial and 
operating policies by virtue of de-facto control. De-facto control may arise in circumstances where the size of the Group’s voting rights 
relative to the size and dispersion of holdings of other shareholders give the Group the power to govern the financial and operating 
policies, etc.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They are deconsolidated from the date that 
control ceases.

The Group applies the acquisition method to account for business combinations. The consideration transferred for the acquisition of a 
subsidiary is the fair values of the assets transferred, the liabilities incurred to the former owners of the acquiree and the equity interests 
issued by the Group. The consideration transferred includes the fair value of any asset or liability resulting from a contingent consideration 
arrangement. Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are measured initially 
at their fair values at the acquisition date. The Group recognises any non-controlling interest in the acquiree on an acquisition- by-
acquisition basis, either at fair value or at the non-controlling interest’s proportionate share of the recognised amounts of acquiree’s 
identifiable net assets.

Acquisition-related costs are expensed as incurred.

If the business combination is achieved in stages, the acquisition date fair value of the acquirer’s previously held equity interest in the 
acquiree is remeasured to fair value at the acquisition date through profit or loss. Any contingent consideration to be transferred by the 
Group is recognised at fair value at the acquisition date. Subsequent changes to the fair value of the contingent consideration that is 
deemed to be an asset or liability is recognised in accordance with IAS 39 either in profit or loss or as a change to other comprehensive 
income. Contingent consideration that is classified as equity is not remeasured, and its subsequent settlement is accounted for within 
equity.

Goodwill is initially measured as the excess of the aggregate of the consideration transferred and the fair value of non-controlling interest 
over the net identifiable assets acquired and liabilities assumed. If this consideration is lower than the fair value of the net assets of the 
subsidiary acquired, the difference is recognised in profit or loss.

Inter-company transactions, balances, income and expenses on transactions between group companies are eliminated. Profits and losses 
resulting from inter-company transactions that are recognised in assets are also eliminated. Accounting policies of subsidiaries have been 
changed where necessary to ensure consistency with the policies adopted by the Group.

Transactions with non-controlling interests that do not result in loss of control are accounted for as equity transactions – that is, as 
transactions with the owners in their capacity as owners. The difference between fair value of any consideration paid and the relevant 
share acquired of the carrying value of net assets of the subsidiary is recorded in equity. Gains or losses on disposals to non-controlling 
interests are also recorded in equity.

When the Group ceases to have control any retained interest in the entity is re-measured to its fair value at the date when control is 
lost, with the change in carrying amount recognised in profit or loss. The fair value is the initial carrying amount for the purposes of 
subsequently accounting for the retained interest as an associate, joint venture or financial asset. In addition, any amounts previously 
recognised in other comprehensive income in respect of that entity are accounted for as if the Group had directly disposed of the related 
assets or liabilities. This may mean that amounts previously recognised in other comprehensive income are reclassified to profit or loss.

All subsidiaries are wholly-owned unless otherwise indicated. The subsidiaries consolidated are as follows:
	
Incorporated and Resident in Jamaica:
First Global Insurance Consultants Limited 
First Global Leasing Limited 
GraceKennedy Financial Group Limited and its subsidiaries - 

Allied Insurance Brokers Limited
Jamaica International Insurance Company Limited
First Global Holdings Limited and its subsidiaries - 

First Global Bank Limited 
First Global Financial Services Limited 
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2.	 Significant Accounting Policies (Continued)

(b)	 Basis of consolidation (continued)

Incorporated and Resident in Jamaica (continued):
Grace Foods International Limited 
GK Foods & Services Limited 
GraceKennedy Logistics Services Limited 
GraceKennedy Remittance Services Limited and its subsidiaries – 

Grace Kennedy Currency Trading Services Limited
GraceKennedy Payment Services Limited 

Horizon Shipping Limited 
Hardware and Lumber Limited (58.1%) 
International Communications Limited 
Port Services Limited (97.2%)

Incorporated and Resident outside of Jamaica:	
FG Funds Management (Cayman) Limited, Cayman Islands
First Global Insurance Brokers Limited, Turks and Caicos Islands
First Global Trinidad & Tobago Limited, Trinidad and Tobago
Grace Foods Limited, St. Lucia 
GraceKennedy (Belize) Limited, Belize (66.6%)
GraceKennedy (Ontario) Inc., Canada and its subsidiary – 

Grace, Kennedy (Caribbean) Limited, Turks and Caicos Islands
Grace, Kennedy (Guyana) Inc., Guyana
GraceKennedy (U.K.) Limited, United Kingdom and its subsidiary –

 W T Foods 100 Limited, United Kingdom
Grace, Kennedy (U.S.A.) Inc., U.S.A. and its subsidiary –

Grace Foods (USA) Inc., U.S.A.
GraceKennedy Trade Finance Limited, Belize
GraceKennedy (St. Lucia) Limited, St. Lucia and its subsidiary –

GK Foods (UK) Limited, United Kingdom and its subsidiaries –
Grace Foods UK Limited
Enco Products Limited
Funnybones Foodservice Limited
Chadha Oriental Foods Limited

GraceKennedy Money Services Caribbean SRL, Barbados (75.0%)
GraceKennedy Money Services (Anguilla) Limited, Anguilla
GraceKennedy Money Services (Antigua & Barbuda) Limited, Antigua & Barbuda
GraceKennedy Money Services (Montserrat) Limited, Montserrat
GraceKennedy Money Services (St. Kitts) Limited, St. Kitts
GraceKennedy Money Services (St. Vincent and the Grenadines) Limited, St Vincent and the Grenadines
Grace, Kennedy Remittance Services (Guyana) Limited, Guyana
GraceKennedy Remittance Services (Turks and Caicos) Limited, Turks and Caicos Islands
GraceKennedy Remittance Services (USA) Inc., U.S.A.
GraceKennedy Money Services (UK) Limited, United Kingdom
GraceKennedy (Trinidad & Tobago) Limited, Trinidad and Tobago 
Grace, Kennedy Remittance Services (Trinidad & Tobago) Limited, Trinidad and Tobago
Graken Holdings Limited, Turks and Caicos Islands
Knutsford Re, Turks and Caicos Islands

The special purpose entity consolidated is the company’s employee investment trust.

The Group liquidated WT (Holdings) Limited, WT Tiger 2 Limited, WT Tiger 3 Limited and WTF Services Limited during 2011.
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2.	 Significant Accounting Policies (Continued)

(c)	 Associates
Associates are all entities over which the Group has significant influence but not control, generally accompanying a shareholding of 
between 20% and 50% of the voting rights. Investments in associates are accounted for using the equity method of accounting and 
are initially recognised at cost. The Group’s investment in associates includes goodwill identified on acquisition, net of any accumulated 
impairment loss. 

If the ownership interest in an associate is reduced but significant influence is retained, only a proportionate share of the amounts 
previously recognised in other comprehensive income is reclassified to profit or loss where appropriate.

The Group’s share of its associates’ post-acquisition profits or losses is recognised in the income statement, and its share of post-
acquisition movements in reserves is recognised in reserves. The cumulative post-acquisition movements are adjusted against the 
carrying amount of the investment. When the Group’s share of losses in an associate equals or exceeds its interest in the associate, 
including any other unsecured receivables, the Group does not recognise further losses, unless it has incurred obligations or made 
payments on behalf of the associate.

Unrealised gains on transactions between the Group and its associates are eliminated to the extent of the Group’s interest in the associates. 
Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the asset transferred.  Accounting 
policies of associates have been changed where necessary to ensure consistency with the policies adopted by the Group. Dilution gains 
and losses arising in investments in associates are recognised in the income statement.

In the company’s statement of financial position, investment in associates is shown at cost.

The Group’s associated companies are as follows:

The results of associates with financial reporting year-ends that are different from the Group are determined by prorating the results for the 
audited period as well as the period covered by management accounts to ensure that a year’s result is accounted for where applicable. 

The Group disposed of its business interest in Acra Financial Services Inc. during 2010.

(d)	 Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision-maker. The 
chief operating decision-maker, who is responsible for allocating resources and assessing performance of the operating segments, has 
been identified as the Executive Committee that makes strategic decisions.	    

(e)	 Foreign currency translation 
	   
Functional and presentation currency
Items included in the financial statements of each of the Group’s entities are measured using the currency of the primary economic 
environment in which the entity operates (‘the functional currency’). The consolidated financial statements are presented in Jamaican 
dollars, which is the company’s functional and presentation currency.

Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the transactions. 
Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation of monetary assets and 
liabilities denominated in foreign currencies are recognised in the income statement.
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2.	 Significant Accounting Policies (Continued)

(e)	 Foreign currency translation (continued)

Foreign exchange gains and losses are presented in the income statement within ‘other income’. 

Changes in the fair value of monetary securities denominated in foreign currency classified as available for sale are analysed between 
translation differences resulting from changes in the amortised cost of the security and other changes in the carrying amount of the 
security. Translation differences related to changes in the amortised cost are recognised in the income statement, and other changes in 
the carrying amount are recognised in other comprehensive income.

Translation differences on non-monetary financial assets and liabilities are reported as part of the fair value gain or loss. Translation 
differences on non-monetary financial assets and liabilities such as equities held at fair value through profit or loss are recognised in the 
income statement as part of the fair value gain or loss. Translation differences on non-monetary financial assets such as equities classified 
as available for sale are recognised in other comprehensive income.
	   
Group companies
The results and financial position of all the Group’s entities (none of which has the currency of a hyperinflationary economy) that have a 
functional currency different from the presentation currency are translated into the presentation currency as follows:

(a)	 assets and liabilities for each statement of financial position presented are translated at the closing rate at the date of that statement 
of financial position;

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

(c)	 all resulting exchange differences are recognised in other comprehensive income.

When a foreign operation is partially disposed of or sold, exchange differences that were recorded in equity are recognised in the income 
statement as part of the gain or loss on sale.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities of the foreign entity 
and translated at the closing rate.

(f)	 Fixed assets
All fixed assets are initially recorded at cost.  Freehold land and buildings are subsequently shown at market valuation based on biennial 
valuations by external independent valuers, less subsequent depreciation of buildings. All other fixed assets are carried at cost less 
accumulated depreciation.

Increases in carrying amounts arising on revaluation are credited to other comprehensive income and shown in capital reserves in 
shareholders’ equity.  Decreases that offset previous increases of the same asset are charged in other comprehensive income and debited 
against capital reserves directly in equity; all other decreases are charged to the income statement. 

Depreciation is calculated on the straight line basis to allocate assets’ cost or revalued amounts to their residual values over their 
estimated useful lives, as follows:

Freehold buildings and leasehold buildings and improvements 10 - 60 years

Plant, machinery, equipment, furniture and fixtures 3 - 10 years

Vehicles 3 - 5 years

Land is not depreciated.

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each statement of financial position date.



65
Audited Financial Statements 2011

Notes to the Financial Statements
31 December 2011
(expressed in Jamaican dollars unless otherwise indicated)

NOTICE OF M
EETING

M
D&A

TEAM
REPORTS

COM
M

UNITY
FINANCIALS

2.	 Significant Accounting Policies (Continued)

(f)	 Fixed assets (continued)
Where the carrying amount of an asset is greater than its estimated recoverable amount, it is written down immediately to its recoverable 
amount.

Gains and losses on disposal of fixed assets are determined by reference to their carrying amount and are taken into account in determining 
profit. When revalued assets are sold, the amounts included in capital and fair value reserves are transferred to retained earnings.

Repairs and maintenance are charged to the income statement during the financial period in which they are incurred. The cost of major 
renovations is included in the carrying amount of the asset when it is probable that future economic benefits in excess of the originally 
assessed standard of performance of the existing asset will flow to the Group. Major renovations are depreciated over the remaining useful 
life of the related asset.

Borrowing costs incurred for the construction of any qualifying asset are capitalised during the period of time that is required to complete 
and prepare the asset for its intended use. Other borrowing costs are expensed.

(g)	 Intangible assets 
	
Goodwill
Goodwill is recorded at cost and represents the excess of the value of consideration paid over the fair value of the net assets acquired. 
Goodwill is tested annually for impairment and carried at cost less accumulated impairment losses. Impairment losses on goodwill are not 
reversed. Gains and losses on the disposal of an entity include the carrying amount of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of impairment testing. The allocation is made to those cash-generating 
units or groups of cash-generating units that are expected to benefit from the business combination in which the goodwill arose, identified 
according to operating segment.

Computer software
Acquired computer software licences are capitalised on the basis of costs incurred to acquire and bring to use the specific software. 
These costs are amortised over the estimated useful life of the software, which is 3 years.

Distribution channel agreements
Distribution channel agreements are recorded at cost and represent the value of the consideration paid to acquire rights to distribute 
beverages in specified routes. These costs are amortised over the estimated useful life of the agreements, which is 10 years.

Policy contracts
Policy contracts are amortised over their estimated useful life which is 15 years and are carried at cost less accumulated amortisation. The 
cost of policy contracts comprises its purchase price and professional fees directly attributed to acquiring the asset.

Brands
Brands are recorded at cost and represent the value of the consideration paid to acquire several well established and recognised beverage 
and ethnic food brands. These costs are amortised over the estimated useful life of the brands, which ranges from 5 to 20 years.

Customer relationships
Customer relationships are recorded at cost and represent the value of the consideration paid to acquire customer contracts and the 
related customer relationships with several outlet operators and insurance clients. These costs are amortised over the estimated useful 
life of the relationships, which is between 10 to 15 years.

Exclusive agency agreements
Exclusive agency agreements are recorded at cost and represent the value of the consideration paid to acquire the exclusive rights to 
distribute products under several agency agreements. These costs are amortised over the estimated useful life of the agreements, which 
is 3 years.
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2.	 Significant Accounting Policies (Continued)

(h)	 Financial assets 
The Group classifies its financial assets in the following categories: at fair value through profit or loss, loans and receivables, and available 
for sale. The accounting policy for trade and insurance receivables is dealt with in Note 2 (o). The classification depends on the purpose 
for which the financial assets were acquired. Management determines the classification of its financial assets at initial recognition. A 
financial instrument is any contract that gives rise to both a financial asset in one entity and a financial liability or equity of another entity.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading. A financial asset is classified in this category 
if acquired principally for the purpose of selling in the short term. Derivatives are also categorised as held for trading unless they are 
designated as hedges.

Loans and receivables 

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. 
Loans and receivables are classified as such in the statement of financial position. 

Financial assets classified as loans and receivables either meet the definition of loans and receivables at the date of acquisition, or at 
the date of reclassification from another category (fair value through profit or loss or available-for-sale), under the provisions of IAS 39 
(Amendment). Financial assets which have been reclassified to this category, meet the definition of loans and receivables as a result of the 
market for these securities becoming inactive during the financial year.

A provision for credit losses is established if there is objective evidence that a loan is impaired.  A loan is considered impaired when 
management determines that it is probable that all amounts due will not be collected according to the original contractual terms.  When a 
loan has been identified as impaired, the carrying amount of the loan is reduced, by recording specific provisions for credit losses, to its 
estimated recoverable amount, which is the present value of expected future cash flows including amounts recoverable from guarantees 
and collateral, discounted at the original effective interest rate of the loan.

The provision for credit losses also covers situations where there is objective evidence that probable losses are present in components 
of the loan portfolio at the statement of financial position date.  These have been estimated based upon historical patterns of losses in 
each component, the credit ratings allocated to the borrowers and reflecting the current economic climate in which the borrowers operate.

For non-performing and impaired loans the accrual of interest income based on the original terms of the loan is discontinued. The Bank 
of Jamaica regulations require that interest on non-performing bank loans be taken into account on the cash basis.  IFRS requires the 
increase in the present value of impaired loans due to the passage of time to be reported as interest income. The difference between the 
Jamaican regulatory basis and IFRS was assessed to be immaterial.

Write-offs are made when all or part of a loan is deemed uncollectible or in the case of debt forgiveness.  Write-offs are charged against 
previously established provisions for credit losses and reduce the principal amount of a loan.  Recoveries in part or in full of amounts 
previously written-off are credited to credit loss expense in the income statement.

Statutory and other regulatory loan loss reserve requirements that exceed IFRS provisions which are charged to the income statement are 
dealt with in a non-distributable loan loss reserve as an appropriation of retained earnings.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in this category or not classified in any of the other 
categories. They are included in investment securities on the statement of financial position.

Regular purchases and sales of financial assets are recognised on the trade-date – the date on which the Group commits to purchase 
or sell the asset. Investments are initially recognised at fair value plus transaction costs for all financial assets not carried at fair value 
through profit or loss. Financial assets carried at fair value through profit or loss are initially recognised at fair value, and transaction costs 
are expensed in the income statement. Financial assets are derecognised when the rights to receive cash flows from the investments 
have expired or have been transferred and the Group has transferred substantially all risks and rewards of ownership. Available-for-sale 
financial assets and financial assets at fair value through profit or loss are subsequently carried at fair value. Loans and receivables are 
carried at amortised cost using the effective interest method.
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2.	 Significant Accounting Policies (Continued)

(h)	 Financial assets (continued)
Changes in the fair value of monetary securities denominated in a foreign currency and classified as available-for-sale are analysed 
between translation differences resulting from changes in amortised cost of the security and other changes in the carrying amount of 
the security. The translation differences on monetary securities are recognised in profit or loss; translation differences on non-monetary 
securities are recognised in other comprehensive income.

Changes in the fair value of monetary and non-monetary securities 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 previously recognised 
in other comprehensive income are included in the income statement as gains and losses from investment securities.
Interest on available-for-sale securities calculated using the effective interest method is recognised in the income statement as part of 
revenue, other income and finance income. Dividends on available-for-sale equity instruments are recognised in the income statement as 
part of other income when the Group’s right to receive payments is established.
The fair values of quoted investments are based on current bid prices. If the market for a financial asset is not active (and for unlisted 
securities), the Group establishes fair value by using valuation techniques. These include the use of recent arm’s length transactions, 
reference to other instruments that are substantially the same, discounted cash flow analysis and option pricing models, making maximum 
use of market inputs and relying as little as possible on entity-specific inputs.

The Group assesses at each statement of financial position date whether there is objective evidence that a financial asset or a group of 
financial assets is impaired. In the case of equity securities classified as available for sale, a significant or prolonged decline in the fair 
value of a security below its cost is considered as an indicator that the security is impaired. If any such evidence exists for available-
for-sale financial assets, the cumulative loss – measured as the difference between the acquisition cost and the current fair value, less 
any impairment loss on that financial asset previously recognised in profit or loss – is removed from other comprehensive income and 
recognised in the income statement. Impairment losses recognised in the income statement on equity instruments are not reversed 
through the income statement. 

(i)	 Derivative financial instruments
Derivatives are financial instruments that derive their value from the price of the underlying items such as equities, bonds, interest rates, 
foreign exchange, credit spreads, commodities or other indices. Derivatives enable users to increase, reduce or alter exposure to credit or 
market risk. The Group transacts derivatives to manage its own exposure to foreign exchange risk and interest rate risk.

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently re-measured at their 
fair value at each statement of financial position date. Fair values are obtained from quoted market prices, discounted cash flow models 
and option pricing models as appropriate. Derivatives are carried as assets when fair value is positive and as liabilities when fair value is 
negative. Assets and liabilities are set off where the contracts are with the same counterparty, a legal right of set off exists and the cash 
flows are intended to be settled on a net basis.

Gains and losses from the changes in the fair value of derivatives are included in the income statement.

(j)	 Investments in subsidiaries
Investments in subsidiaries are stated at cost.

(k)	 Impairment of long-lived assets
Fixed assets and other assets, excluding goodwill, are reviewed for impairment losses whenever events or changes in circumstances 
indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the carrying amount 
of the asset exceeds its recoverable amount, which is the higher of an asset’s net selling price and value in use. For the purposes of 
assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash flows.
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2.	 Significant Accounting Policies (Continued)

(l)	 Income taxes
Taxation expense in the income statement comprises current and deferred tax charges.

Current tax charges are based on taxable profit for the year, which differs from the profit before tax reported because it excludes items that 
are taxable or deductible in other years, and items that are never taxable or deductible. The Group’s liability for current tax is calculated 
at tax rates that have been enacted at statement of financial position date.

Deferred tax is the tax expected to be paid or recovered on differences between the carrying amounts of assets and liabilities and the 
corresponding tax bases. Deferred income tax is provided in full, using the liability method, on temporary differences arising between 
the tax bases of assets and liabilities and their carrying amounts in the financial statements. Currently enacted tax rates are used in the 
determination of deferred income tax.

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

Deferred income tax is provided on temporary differences arising on investments in subsidiaries, except where the timing of the reversal 
of the temporary difference can be controlled and it is probable that the temporary difference will not reverse in the foreseeable future.

Deferred tax is charged or credited in the income statement, except where it relates to items charged or credited to other comprehensive 
income or equity, in which case, deferred tax is also dealt with in other comprehensive income or equity.

(m)	 Employee benefits
 
Pension obligations
The Group participates in a defined contribution plan whereby it pays contributions to a privately administered fund. Once the contributions 
have been paid, the Group has no further payment obligations. The regular contributions constitute net periodic costs for the year in which 
they are due and are included in staff costs.

Pension plan assets
The Group also operates a defined benefit plan. The scheme is generally funded through payments to a trustee-administered fund as 
determined by periodic actuarial calculations. A defined benefit plan is a pension plan that defines an amount of pension benefit to be 
provided, usually as a function of one or more factors such as age, years of service or compensation. 
The asset or liability in respect of defined benefit pension plans is the difference between the present value of the defined benefit obligation 
at the statement of financial position date and the fair value of plan assets, together with adjustments for actuarial gains/losses and past 
service costs. The defined benefit obligation is calculated annually by independent actuaries using the projected unit credit method. The 
present value of the defined benefit obligation is determined by the estimated future cash outflows using interest rates of Government 
securities which have terms to maturity approximating the terms of the related liability.
Actuarial gains and losses arising from experience adjustments, changes in actuarial assumptions and amendments to pension plans are 
charged or credited to income over the average remaining service lives of the related employees.

Other post-employment obligations
Some Group companies provide post-employment health care benefits, group life, gratuity and supplementary plans for their retirees. The 
entitlement to these benefits is usually based on the employee remaining in service up to retirement age and the completion of a minimum 
service period. The expected costs of these benefits are accrued over the period of employment, using an accounting methodology 
similar to that for defined benefit pension plans. These obligations are valued annually by independent qualified actuaries. 

Equity compensation benefits
The Group operates an equity-settled, share-based compensation plan. Share options are granted to management and key employees. 
The fair value of the employee services received in exchange for the grant of the options is recognised as an expense. The total amount 
to be expensed over the vesting period is determined by reference to the fair value of the options granted, excluding the impact of non-
market vesting conditions. Options are granted at the market price of the shares on the date of the grant and are exercisable at that price. 
Options are exercisable beginning one year from the date of grant and have a contractual option term of six years. When options are 
exercised, the proceeds received net of any transaction costs are credited to share capital. 

Termination benefits
Termination benefits are payable whenever an employee’s employment is terminated before the normal retirement date or whenever 
an employee accepts voluntary redundancy in exchange for these benefits. The Group recognises termination benefits when it is 
demonstrably committed to either terminate the employment of current employees according to a detailed formal plan without possibility 
of withdrawal or to provide termination benefits as a result of an offer made to encourage voluntary redundancy. Benefits falling due more 
than 12 months after statement of financial position date are discounted to present value.



69
Audited Financial Statements 2011

Notes to the Financial Statements
31 December 2011
(expressed in Jamaican dollars unless otherwise indicated)

NOTICE OF M
EETING

M
D&A

TEAM
REPORTS

COM
M

UNITY
FINANCIALS

2.	 Significant Accounting Policies (Continued)

(m)	 Employee benefits (continued)

Incentive plans
The Group recognises a liability and an expense for bonuses, based on a formula that takes into consideration the profit attributable to the 
company’s owners after certain adjustments. The Group recognises a provision where contractually obliged or where there is past practice 
that has created a constructive obligation.

(n)	 Inventories
Inventories are stated at the lower of average cost and net realisable value.  In the case of the company, cost represents invoiced cost plus 
direct inventory-related expenses. For the subsidiaries, costs are determined by methods and bases appropriate to their operations.  The 
cost of finished goods and work in progress comprises raw materials, direct labour, other direct costs and related production overheads.  
Net realisable value is the estimate of the selling price in the ordinary course of business, less the costs of completion and selling expenses.

(o)	 Trade and insurance receivables
Trade and insurance receivables are carried at original invoice amount (which represents fair value) less provision made for impairment 
of these receivables. A provision for impairment of these receivables is established when there is objective evidence that the Group will 
not be able to collect all amounts due according to the original terms of the receivables. Significant financial difficulties of the debtor, 
probability that the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments are considered 
indicators that the trade receivable is impaired. The amount of the provision is the difference between the asset’s carrying amount and the 
present value of estimated future cash flows, discounted at the original effective interest rate. The carrying amount of the asset is reduced 
through the use of an allowance account, and the amount of the loss is recognised in the income statement. When a trade receivable is 
uncollectible, it is written off against the allowance account for trade receivables. Subsequent recoveries of amounts previously written off 
are credited against selling and marketing costs in the income statement. Impairment testing of trade receivables is described in Note 3.

(p)	 Cash and cash equivalents
Cash and cash equivalents are carried on the statement of financial position at cost. For the purposes of the cash flow statement, cash 
and cash equivalents comprise cash on hand, deposits held at call with banks, other short-term highly liquid investments with original 
maturities of three months or less, and bank overdrafts. Bank overdrafts are included within bank and other loans on the statement of 
financial position.

(q)	 Payables
Payables are obligations to pay for goods or services that have been acquired in the ordinary course of business from suppliers. Payables 
are initially recognised at fair value and subsequently stated at amortised cost.

(r)	 Insurance business provisions
	
Claims outstanding
Provision is made to cover the estimated cost of settling claims arising out of events which have occurred by the statement of financial 
position date, including claims incurred but not reported, less amounts already paid in respect of these claims.  Provision for reported 
claims is based on individual case estimates.

Insurance reserves
Provision is made for that proportion of premiums written in respect of risks to be borne subsequent to the year end under contracts of 
insurance entered into on or before the statement of financial position date. Provision is also made to cover the estimated amounts in 
excess of unearned premiums required to meet future claims and expenses on business in force.

Reinsurance ceded
The insurance subsidiary cedes insurance premiums and risk in the normal course of business in order to limit the potential for losses 
arising from longer exposures. Reinsurance does not relieve the originating insurer of its liability. Reinsurance assets include the balances 
due from both insurance and reinsurance companies for paid and unpaid losses and loss adjustment expenses and ceded unearned 
premiums. Amounts recoverable from reinsurers are estimated in a manner consistent with the claim liability associated with the reinsured 
policy. Reinsurance is recorded gross in the statement of financial position unless the right of offset exists.

Deferred policy acquisition costs
The costs of acquiring and renewing insurance contracts, including commissions, underwriting and policy issue expenses, which vary 
with and are directly related to the contracts, are deferred over the unexpired period of risk carried. Deferred policy acquisition costs are 
subject to recoverability testing at the time of policy issue and at the end of each accounting period.
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2.	 Significant Accounting Policies (Continued)

(s)	 Provisions
Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events, it is probable that an 
outflow of resources will be required to settle the obligation, and a reliable estimate of the amount can be made. Where the Group expects 
a provision to be reimbursed; for example, under an insurance contract, the reimbursement is recognised as a separate asset but only 
when the reimbursement is virtually certain.

(t)	 Deposits
Deposits are recognised initially at the nominal amount when funds are received. Deposits are subsequently stated at amortised cost 
using the effective yield method. 

(u)	 Securities purchased/sold under resale/repurchase agreements
The purchase and sale of securities under resale and repurchase agreements are treated as collateralised lending and borrowing 
transactions.  The related interest income and expense are recorded on the accrual basis.

(v)	 Borrowings
Bank loans and overdrafts are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently carried at 
amortised cost; any difference between the proceeds (net of transaction costs) and the redemption value is recognised in the income 
statement over the period of the borrowings using the effective interest method.

Fees paid on the establishment of loan facilities are recognised as transaction costs of the loan to the extent that it is probable that some 
or all of the facility will be drawn down. In this case, the fee is deferred until the draw-down occurs. To the extent there is no evidence that 
it is probable that some or all of the facility will be drawn down, the fee is capitalised as a pre-payment for liquidity services and amortised 
over the period of the facility to which it relates.

Preference shares, which are mandatorily redeemable on a specific date, are classified as liabilities. The dividends on these preference 
shares are recognised in the income statement as interest expense.

(w)	 Leases
As lessee
Leases of fixed assets where the Group assumes substantially all the benefits and risks of ownership are classified as finance leases.  
Finance leases are capitalised at the estimated present value of the underlying lease payments. Each lease payment is allocated between 
the liability and finance charges so as to achieve a constant rate on the finance balance outstanding. The corresponding rental obligations, 
net of finance charges, are included in finance lease obligations.  The interest element of the finance charge is charged to the income 
statement over the lease period.  The fixed asset acquired under finance leasing contracts is depreciated over the useful life of the asset.

Leases of assets under which all the risks and benefits of ownership are effectively retained by the lessor are classified as operating 
leases.  Payments made under operating leases are charged to the income statement on a straight-line basis over the period of the lease. 

When an operating lease is terminated before the lease period has expired, any payment required to be made to the lessor by way of 
penalty is recognised as an expense in the period in which termination takes place.

As lessor
When assets are sold under a finance lease, the present value of the lease payments is recognised as a receivable.  The difference 
between the gross receivable and the present value of the receivable is recognised as unearned income.  Lease income is recognised over 
the term of the lease so as to reflect a constant periodic rate of return.

(x)	 Share capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or options are shown in equity 
as a deduction, net of tax, from the proceeds.

Where any Group company purchases the company’s equity share capital (treasury shares), the consideration paid, including any directly 
attributable incremental costs (net of income taxes), is deducted from equity attributable to the company’s owners until the shares 
are cancelled or reissued. Where such shares are subsequently reissued, any consideration received (net of any directly attributable 
incremental transaction costs and the related income tax effects) is included in equity attributable to the company’s owners.
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2.	 Significant Accounting Policies (Continued)

(y)	 Revenue recognition
Revenue comprises the fair value of the consideration received or receivable for the sale of goods and services in the ordinary course 
of the Group’s activities. Revenue is shown net of General Consumption Tax, returns, rebates and discounts and after eliminating sales 
within the Group. 

The Group recognises revenue when the amount of revenue can be reliably measured, it is probable that future economic benefits will flow 
to the entity and when specific criteria have been met for each of the Group’s activities as described below. The Group bases its estimates 
on historical results, taking into consideration the type of customer, the type of transaction and the specifics of each arrangement. 

(a)	 Sales of goods – wholesale 

The Group manufactures and sells a range of general and food items in the wholesale market. Sales of goods are recognised when 
a Group entity has delivered products to the wholesaler, the wholesaler has full discretion over the channel and price to sell the 
products, and there is no unfulfilled obligation that could affect the wholesaler’s acceptance of the products. Delivery does not occur 
until the products have been shipped to the specified location, the risks of obsolescence and loss have been transferred to the 
wholesaler, and either the wholesaler has accepted the products in accordance with the sales contract, the acceptance provisions 
have lapsed or the Group has objective evidence that all criteria for acceptance have been satisfied. The general and food items are 
often sold with volume discounts; customers have a right to return faulty products in the wholesale market. Sales are recorded based 
on the price specified in the sales contracts, net of the estimated volume discounts and returns at the time of sale. Accumulated 
experience is used to estimate and provide for the discounts and returns. The volume discounts are assessed based on anticipated 
annual purchases. No element of financing is deemed present as the sales are made with a credit term of up to 90 days, which is 
consistent with the market practice. 

(b)	 Sales of goods – retail 

The Group operates a chain of retail outlets for selling general and food items, hardware and agro products. Sales of goods are 
recognised when a Group entity sells a product to the customer. Retail sales are usually in cash or by credit. It is the Group’s policy to 
sell its products to the retail customer with a right to return within 30 days. Accumulated experience is used to estimate and provide 
for such returns at the time of sale. The Group does not operate any loyalty programmes. 

(c)	 Sales of services 

The Group sells insurance and financial services to the general public. These services are provided on a time and fixed-price contract, 
with contract terms generally ranging from less than one year to three years. Revenue is generally recognised at the contractual rates. 
Revenue is generally recognised based on the services performed to date as a percentage of the total services to be performed. If 
circumstances arise that may change the original estimates of revenues, costs or extent of progress toward completion, estimates 
are revised. These revisions may result in increases or decreases in estimated revenues or costs and are reflected in income in the 
period in which the circumstances that give rise to the revision become known by management. Fees and commission income are 
generally recognised on an accrual basis when the service has been provided.  Loan origination fees for loans which are likely to be 
drawn down are deferred, together with related direct costs, and recognised as an adjustment to the effective interest on the loan. 
Fees and commissions arising from negotiating or participating in the negotiation of a transaction for a third party are recognised 
on completion of the underlying transaction. Portfolio and other management advisory and service fees are recognised based on 
the applicable service contracts, usually on a time-apportionate basis. Asset management fees related to investment funds are 
recognised rateably over the period in which the service is provided. Performance linked fees or fee components are recognised 
when the performance criteria are fulfilled.

(d)	 Interest income 

Interest income is recognised using the effective interest method. When a loan and receivable is impaired, the Group reduces the 
carrying amount to its recoverable amount, being the estimated future cash flow discounted at the original effective interest rate 
of the instrument, and continues unwinding the discount as interest income. Interest income on impaired loan and receivables is 
recognised using the original effective interest rate. 

(e)	 Dividend income

Dividend income is recognised when the right to receive payment is established.

(z)	 Dividends 
Dividends are recorded as a deduction from equity in the period in which they are approved.
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3.	 Insurance and Financial Risk Management

The Group’s activities expose it to a variety of insurance and financial risks and those activities involve the analysis, evaluation, acceptance 
and management of some degree of risk or combination of risks. Taking risk is core to the financial business, and the operational risks are 
an inevitable consequence of being in business. The Group’s aim is therefore to achieve an appropriate balance between risk and return and 
minimise potential adverse effects on the Group’s financial performance. 

The Group’s risk management policies are designed to identify and analyse these risks, to set appropriate risk limits and controls, and to 
monitor the risks and adherence to limits by means of reliable and up-to-date information systems. The Group regularly reviews its risk 
management policies and systems to reflect changes in markets, products and emerging best practice.

The Board of Directors is ultimately responsible for the establishment and oversight of the Group’s risk management framework.  It provides 
policies for overall risk management, as well as principles and procedures covering the specific areas of risk.   The Board has established 
committees/departments for managing and monitoring risks, such as foreign exchange risk, interest rate risk, credit risk and liquidity risk, as 
follows:

(i)	 Audit Committee

The Audit Committee oversees how management monitors compliance with the Group’s risk management policies and procedures and 
reviews the adequacy of the risk management framework in relation to the risks faced by the Group. The Audit Committee is assisted in 
its oversight role by Group Risk Management and Internal Audit.  The Group Risk Management Committee establishes a framework within 
which the opportunities and risks affecting the Group may be measured, assessed, and effectively controlled.  Internal Audit undertakes 
both regular and ad hoc reviews of risk management controls and procedures, the results of which are reported to the Audit Committee.

(ii)	 Corporate Governance Committee
	
The Corporate Governance Committee assists the Board in enhancing the Group’s system of corporate governance by establishing, 
monitoring and reviewing the principles of good governance with which the Group and its directors will comply. The Committee promotes 
high standards of corporate governance based on the principles of openness, integrity and accountability taking into account the Group’s 
existing legal and regulatory requirements.  It establishes such procedures, policies and codes of conduct to meet these aims as it 
considers appropriate. Qualified individuals are identified and recommended by the Board to become members.  It also leads the Board 
of Directors in its annual review of the Board’s performance.

(iii)	 Asset and Liability Committees/Investment Committees

The Asset and Liability Committees (ALCO) are management committees responsible for monitoring and formulating investment portfolios 
and investment strategies within the Insurance, Banking and Investment, and Corporate divisions.  The ALCO is also responsible for 
monitoring adherence to trading limits, policies and procedures that are established to ensure that there is adequate liquidity as well as 
monitoring and measuring capital adequacy for regulatory and business requirements.  To discharge these responsibilities, the ALCO 
establishes asset and liability pricing policies to protect the liquidity structure as well as assesses the probability of various liquidity shocks 
and interest rate scenarios.  It also establishes and monitors relevant liquidity ratios and statement of financial position targets.  Overall, 
the Committee ensures compliance with the policies related to the management of liquidity risk, interest rate risk, and foreign exchange 
risk. 

(iv)	 Corporate Finance Department

The Corporate Finance Department is responsible for managing the Group’s assets and liabilities and the overall capital structure. It is also 
primarily responsible for the funding and liquidity risks of the Group. Corporate Finance identifies, evaluates and manages financial risks 
in close co-operation with the Group’s operating business units.

The most important types of risk are insurance risk, credit risk, liquidity risk, market risk and other operational risk. Market risk includes 
currency risk, interest rate and other price risk.



73
Audited Financial Statements 2011

Notes to the Financial Statements
31 December 2011
(expressed in Jamaican dollars unless otherwise indicated)

NOTICE OF M
EETING

M
D&A

TEAM
REPORTS

COM
M

UNITY
FINANCIALS

3.	 Insurance and Financial Risk Management (Continued)

(a)	 Insurance risk 
The Group issues contracts that transfer insurance risk.  This section summarises the risk and the way it is managed by the Group. 

Insurance risk for the Group attributable to policies sold by its general insurance underwriting subsidiary, is borne by that subsidiary.  The 
risk under any one insurance contract is the possibility that the insured event occurs and the uncertainty of the amount of the resulting 
claim. By the very nature of an insurance contract, this risk is random and therefore, unpredictable. 

For a portfolio of insurance contracts where the theory of probability is applied to pricing and provisioning, the principal risk that the Group 
faces under its insurance contracts is that the actual claim payments exceed the carrying amount of the insurance liabilities. This could 
occur because the frequency or severity of claims and benefits is greater than estimated. Insurance events are random and the actual 
number and amount of claims and benefits will vary from year to year from the level established using statistical techniques. 

Experience shows that the larger the portfolio of similar insurance contracts, the smaller the relative variability about the expected 
outcome will be. In addition, a more diversified portfolio is less likely to be affected across the board by a change in any subset of the 
portfolio. The Group has developed its insurance underwriting strategy to diversify the type of insurance risks accepted and within each 
of these categories to achieve a sufficiently large population of risks to reduce the variability of the expected outcome.

Factors that increase insurance risk include lack of risk diversification in terms of type and amount of risk and geographical location. 

Management maintains an appropriate balance between commercial and personal policies and type of policies based on guidelines set by 
the Board of Directors. Insurance risk arising from the Group’s insurance contracts is, however, concentrated within Jamaica.

The Group has the right to re-price the risk on renewal. It also has the ability to impose deductibles and reject fraudulent claims. Where 
applicable, contracts are underwritten by reference to the commercial replacement value of the properties or other assets and contents 
insured. Claims payment limits are always included to cap the amount payable on occurrence of the insured event. Cost of rebuilding 
properties, of replacement or indemnity for other assets and contents and time taken to restart operations for business interruption are 
the key factors that influence the level of claims under these policies.

Management sets policy and retention limits based on guidelines set by the Board of Directors of the subsidiary. The policy limit and 
maximum net retention of any one risk for each class of insurance per customer for the year are as follows:
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3.	 Insurance and Financial Risk Management (Continued)

(a)	  Insurance risk (continued)

Sensitivity Analysis of Actuarial Liabilities

The determination of actuarial liabilities is sensitive to a number of assumptions, and changes in those assumptions could have a 
significant effect on the valuation results. These factors are discussed below.

Actuarial Assumptions

(i)	 In applying the noted methodologies, the following assumptions were made:

•	 Claims inflation has remained relatively constant and there have been no material legislative changes in the Jamaican civil justice 
system that would cause claim inflation to increase dramatically.

•	 There is no latent environmental or asbestos exposure embedded in the loss history.

•	 The case reserving and claim payments rates have and will remain relatively constant.

•	 The overall development of claims costs gross of reinsurance is not materially different from the development of claims costs net of 
reinsurance. This assumption is supported by:

-- The majority of the reinsurance program consists of proportional reinsurance agreements. 
-- The non-proportional reinsurance agreements consist primarily of high attachment points.

•	 Claims are expressed at their estimated ultimate undiscounted value, in accordance with the requirement of the Insurance Act, 2001.

(ii)	 Provision for adverse deviation assumptions
The basic assumptions made in establishing insurance reserves are best estimates for a range of possible outcomes. To recognise 
the uncertainty in establishing these best estimates, to allow for possible deterioration in experience and to provide greater comfort 
that the reserves are adequate to pay future benefits, the appointed actuary is required to include a margin for adverse deviation in 
each assumption.

Reserves have been calculated on an undiscounted basis as well as on a discounted basis with a risk load added in. Where 
the undiscounted reserve was larger than the discounted reserve including the calculated provision for adverse deviation, the 
undiscounted amount was chosen. This assumes that holding reserves at an undiscounted amount includes an implicit risk load.
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3.	 Insurance and Financial Risk Management (Continued)
 
(d)	 Insurance risk (continued)

Development Claim Liabilities

In addition to sensitivity analysis, the development of insurance liabilities provides a measure of the Group’s ability to estimate the ultimate 
value of claims. The table below illustrates how the Group’s estimate of the ultimate claims liability for accident years 2007 - 2010 has 
changed at successive year-ends, up to 2011. Updated unpaid claims and adjustment expenses (UCAE) and claims incurred but not 
reported (IBNR) estimates in each successive year, as well as amounts paid to date are used to derive the revised amounts for the ultimate 
claims liability for each accident year, used in the development calculations. 
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3.	 Insurance and Financial Risk Management (Continued)
	

(b)	 Reinsurance risk

To limit its exposure to potential loss on an insurance policy, the insurer may cede certain levels of risk to a reinsurer.  The Group selects 
reinsurers which have established capability to meet their contractual obligations and which generally have high credit ratings.  The credit 
ratings of reinsurers are monitored.

Retention limits represent the level of risk retained by the insurer.  Coverage in excess of these limits is ceded to reinsurers up to the treaty 
limit.  The retention programmes used by the Group are summarised below:

a)	 The retention limit or maximum exposure on insurance policies under the reinsurance treaties range between $2,147,000 and 
$12,884,000.

b)	 The Group utilises reinsurance treaties to reduce its net retained risk. The risk is spread over several reinsurers all of whom are AM 
Best or S&P rated at A or better.

c)	 Excess of Loss reinsurance is also purchased to cover the retained risk in the event of a catastrophe as well as for large motor losses.

d)	 The amount of reinsurance recoveries recognised during the period is as follows:

(c)	 Financial risk

The Group is exposed to financial risk through its financial assets, reinsurance assets and insurance liabilities.  The most important 
components of this financial risk are market risk (interest rate risk and currency risk), cash flow risk and credit risk. 

These risks arise from open positions in interest rate, currency and equity products, all of which are exposed to general and specific 
market movements. The risks that the Group primarily faces due to the nature of its investments and liabilities are interest rate risk and 
market risk. The Group’s overall risk management programme focuses on the unpredictability of financial markets and seeks to minimise 
potential adverse effects on the Group’s financial performance.

(i)	 Credit risk
The Group takes on exposure to credit risk, which is the risk that its customers, clients or counterparties will cause a financial loss 
for the Group by failing to discharge their contractual obligations. Credit exposures arise principally from the Group’s receivables 
from customers, agents, the amounts due from reinsurers, amounts due from insurance contract holders and insurance brokers, 
lending and investment activities.  There is also credit risk in off-statement of financial position financial instruments, such as loan 
commitments. The Group structures the levels of credit risk it undertakes by placing limits on the amount of risk accepted in relation 
to a single counterparty or groups of related counterparties and to geographical and industry segments.

Credit-related commitment risks arise from guarantees which may require payment on behalf of customers.  Such payments are 
collected from customers based on the terms of the letters of credit.  They expose the Group to similar risks to loans and these are 
mitigated by the same control policies and processes.

Credit risk arising from derivative financial instruments is, at any time, limited to those with positive fair values, as recorded in the 
statement of financial position.
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3.	 Insurance and Financial Risk Management (Continued)

(c)	 Financial risk (continued)

(i)	 Credit risk (continued)

Credit review process

The Group has established a credit quality review process and has credit policies and procedures which require regular analysis of 
the ability of borrowers and other counterparties to meet interest, capital and other repayment obligations.       

(a)	 Trade and other receivables

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each customer. The credit policy 
states that each customer must be analysed individually for creditworthiness prior to the Group offering them a credit facility. 
Customers may be required to provide a banker’s guarantee and credit limits are assigned to each customer. These limits are 
reviewed at least twice per year. The Group has procedures in place to restrict customer orders if the order will exceed their 
credit limits. Customers that fail to meet the Group’s benchmark creditworthiness may transact with the Group on a prepayment 
basis.

Customer credit risks are monitored according to credit characteristics such as whether it is an individual or company, geographic 
location, industry, ageing profile, and previous financial difficulties. Special negotiated arrangements may extend the credit 
period to a maximum of 3 months.  Trade and other receivables relate mainly to the Group’s retail and direct customers.

The Group establishes an allowance for impairment that represents its estimate of incurred losses in respect of trade and other 
receivables. The Group addresses impairment assessment in two areas: individually assessed allowances and collectively 
assessed allowances.

The Group’s average credit period for the sale of goods is 1 month. The Group has provided fully for all receivables over 6 
months based on historical experience which dictates that amounts past due beyond 6 months are generally not recoverable. 
Trade receivables between 3 and 6 months are provided for based on an estimate of amounts that would be irrecoverable, 
determined by taking into consideration past default experience, current economic conditions and expected receipts and 
recoveries once impaired.

(b)	 Loans and leases

The Group assesses the probability of default of individual counterparties using internal ratings. Customers of the Group are 
segmented into three rating classes. The Group’s rating scale, which is shown below, reflects the range of default probabilities 
defined for each rating class.

Group’s internal rating scale:

Group’s rating Description of the grade

1 Low risk – Excellent credit history   

2 Standard risk – Generally abides by credit terms  

3 Sub-Standard – Late paying with some level of impairment 

Exposure to credit risk is managed in part by obtaining collateral and corporate and personal guarantees.  Counterparty limits 
are established by the use of a credit classification system, which assigns each counterparty a risk rating.  Risk ratings are 
subject to regular revision.  The credit quality review process allows the Group to assess the potential loss as a result of the risk 
to which it is exposed and take corrective action.
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3.	 Insurance and Financial Risk Management (Continued)

(c)	 Financial risk (continued)

(i)	  Credit risk (continued)

(c)	 Reinsurance 

Reinsurance is used to manage insurance risk. This does not, however, discharge the Group’s liability as primary insurer. If a 
reinsurer fails to pay a claim for any reason, the Group remains liable for the payment to the policyholder. The creditworthiness 
of reinsurers is considered on an annual basis by reviewing their financial strength prior to finalisation of any contract. The 
insurance subsidiary’s Risk and Reinsurance Department assesses the creditworthiness of all reinsurers and intermediaries by 
reviewing credit grades provided by rating agencies and other publicly available financial information. 

(d)	 Premium and other receivables

The respective credit committees within the Group examine the payment history of significant contract holders with whom 
they conduct regular business. Management information reported to the Group includes details of provisions for impairment 
on loans and receivables and subsequent write-offs. Internal Audit makes regular reviews to assess the degree of compliance 
with the Group procedures on credit. Exposures to individual policyholders and groups of policyholders are collected within the 
on-going monitoring of the controls associated with regulatory solvency. Where there exists significant exposure to individual 
policyholders, or homogenous groups of policyholders, a financial analysis is carried out by the insurance subsidiary’s Risk and 
Reinsurance Department.

(e)	 Investments

The Group limits its exposure to credit risk by investing mainly in liquid securities, with counterparties that have high credit 
quality and Government of Jamaica securities.  Accordingly, management does not expect any counterparty to fail to meet its 
obligations.

Collateral and other credit enhancements

The amount and type of collateral required depend on an assessment of the credit risk of the counterparty. Guidelines are implemented 
regarding the acceptability of different types of collateral.

The main types of collateral obtained are as follows:

Loans and leases - mortgages over residential and commercial properties, charges over business assets such as premises, 
equipment, inventory and accounts receivable and charges and hypothecations over deposit balances and financial instruments 
such as debt securities and equities.
Securities lending and reverse repurchase transactions – cash or securities.

The Group also obtains guarantees from parent companies for loans to their subsidiaries and from individual owners for loans to 
their companies.

Management monitors the market value of collateral, requests additional collateral in accordance with the underlying agreement, and 
monitors the market value of collateral held during its annual reviews of individual credit facilities as well as during its review of the 
adequacy of the provision for credit losses.

Impairment

The main considerations for the loan impairment assessment include whether any payments of principal or interest are overdue by 
more than 3 months or there are any known difficulties in the cash flows of counterparties, credit rating downgrades, infringement of 
the original terms of the contract, or impairment of collateral.

The Group addresses impairment assessment in two areas: individually assessed allowances and collectively assessed allowances.
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3.	 Insurance and Financial Risk Management (Continued)

(c)	 Financial risk (continued)

(i)	  Credit risk (continued)

Impairment (continued)

Individually assessed allowances are provided for financial assets that are above materiality thresholds based on a review conducted 
at least annually, or more regularly, when individual circumstances require. Impairment allowances on individually assessed accounts 
are determined by an evaluation of the incurred loss at statement of financial position date on a case-by-case basis, and are applied 
to all individually significant accounts. The assessment normally encompasses collateral held and the anticipated receipts for that 
individual account.

Collectively assessed allowances are provided for: (i) portfolios of homogenous assets that are individually below materiality 
thresholds; and (ii) losses that have been incurred but have not yet been identified, by taking into consideration historical losses on 
the portfolio, current economic conditions and expected receipts and recoveries once impaired.

The internal rating systems described above focus more on credit-quality mapping from the inception of lending activities. In contrast, 
impairment provisions are recognised for financial reporting purposes only for losses that have been incurred at the statement of 
financial position date based on objective evidence of impairment. Due to the different methodologies applied, the amount of 
incurred credit losses provided for in the financial statements is usually lower than the amount determined from the expected loss 
model that is used for internal operational management and banking regulation purposes.

The internal rating tool assists management to determine whether objective evidence of impairment exists under IAS 39, based on 
the following criteria set out by the Group:

•	 Delinquency in contractual payments of principal or interest;
•	 Cash flow difficulties experienced by the borrower (e.g. equity ratio, net income percentage of  sales);
•	 Breach of loan covenants or conditions; 
•	 Initiation of bankruptcy proceedings;
•	 Deterioration of the borrower’s competitive position; and
•	 Deterioration in the value of collateral.
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3.	 Insurance and Financial Risk Management (Continued)

(c)	 Financial risk (continued)

(i)	 Credit risk (continued)

The impairment provision shown in the statement of financial position at year-end is derived from each of the three internal rating 
grades. However, the impairment provision comes from the last rating class (sub-standard). The tables below show the Group’s and 
company’s loans, leases, premium and trade receivables and the associated impairment provision for each internal rating class:

The above table represents a worst case scenario of credit risk exposure to the Group and company at 31 December 2011 and 
2010, without taking account of any collateral held or other credit enhancements. For on-statement of financial position assets, the 
exposures set out above are based on net carrying amounts as reported in the statement of financial position.
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3.	 Insurance and Financial Risk Management (Continued)

(c)	 Financial risk (continued)

(i)	 Credit risk (continued)

Loans and leases, premium and trade receivables

Credit quality of loans and leases, premium, trade and other receivables are summarised as follows:

Ageing analysis of loans and leases, premium and trade receivables that are past due but not impaired:
	
Loans and leases, premium and trade receivables that are less than 3 months past due are not considered impaired. As of 31 
December 2011, loans and leases, premium and trade receivables of $2,175,662,000 (2010: $2,071,442,000) and $114,399,000 
(2010: $121,515,000) for the Group and company respectively were past due but not impaired. These relate to a number of 
independent customers for whom there is no recent history of default. The ageing analysis of these loans and leases, premium and 
trade receivables is as follows:

As of 31 December 2011, loans and leases, premium and trade receivables of $984,741,000 (2010: $1,150,003,000) and $150,494,000 
(2010: $159,182,000) for the Group and company respectively were impaired. The amount of the provision was $554,276,000 (2010: 
$546,359,000) and $108,383,000 (2010: $101,767,000) for the Group and company respectively. There are no financial assets other 
than loans, leases, premium and trade receivables that are past due.
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3.	 Insurance and Financial Risk Management (Continued)

(c)	 Financial risk (continued)

(i)	  Credit risk (continued)

The individually impaired receivables mainly relate to wholesalers who are in unexpected difficult economic situations. It was 
assessed that a portion of the receivables is expected to be recovered. 

The ageing of the impaired loans and lease receivables is as follows:
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3.	 Insurance and Financial Risk Management (Continued)

(c)	 Financial risk (continued)

(i)	 Credit risk (continued)

The overall ageing of the impaired loans and leases, premium and trade receivables is as follows:

Movements on the provision for impairment of loans and leases, premium and trade receivables are as follows:

The creation and release of provision for impaired receivables have been included in expenses in the income statement. Amounts 
charged to the allowance account are generally written off when there is no expectation of recovering additional cash.

There are no financial assets other than those listed above that were individually impaired.
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3.	 Insurance and Financial Risk Management (Continued)

(c)	 Financial risk (continued)

(i)	 Credit risk (continued)

Loans and Leases, Premium and Trade receivables

The following table summarises the Group’s and company’s credit exposure for loans and leases, premium and trade receivables at 
their carrying amounts, as categorised by the customer sector:
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3.	 Insurance and Financial Risk Management (Continued)

(c)	 Financial risk (continued)

(i)	 Credit risk (continued)

Financial assets – individually impaired 

Financial assets that are individually impaired before taking into consideration the cash flows from collateral held are as follows:

The fair value of collateral that the Group held as security for individually impaired loans was $426,496,000 (2010: $633,952,000).

There are no financial assets other than those listed above that were individually impaired.

Repossessed collateral

The Group and the company obtained assets by taking possession of collateral held as security. Repossessed collateral is sold as 
soon as practicable with the proceeds used to reduce the outstanding indebtedness.

A number of cases are in the courts awaiting judgments. The impairment provision has not been adjusted for these claims.

Debt securities

The following table summarises the Group’s and company’s credit exposure for debt securities at their carrying amounts, as 
categorised by issuer:
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3.	 Insurance and Financial Risk Management (Continued)

(c)	 Financial risk (continued)

(ii)	 Liquidity risk

Liquidity risk is the risk that the Group is unable to meet its payment obligations associated with its financial liabilities when they fall 
due and to replace funds when they are withdrawn. The consequence may be the failure to meet obligations to repay depositors and 
fulfil commitments to lend.

Liquidity risk management process

The Group’s liquidity management process, as carried out within the Group through the ALCOs and treasury departments, includes:

(i)	 Monitoring future cash flows and liquidity on a daily basis. This incorporates an assessment of expected cash flows and the 	
availability of high grade collateral which could be used to secure funding if required. 

(ii)	 Maintaining a portfolio of highly marketable and diverse assets that can easily be liquidated as protection against any unforeseen 
interruption to cash flow;

(iii)	 Maintaining committed lines of credit;

(iv)	 Optimising cash returns on investment;

(v)	 Monitoring statement of financial position liquidity ratios against internal and regulatory requirements. The most important of 
these is to maintain limits on the ratio of net liquid assets to customer liabilities; 

(vi)	 Managing the concentration and profile of debt maturities.

Monitoring and reporting take the form of cash flow measurement and projections for the next day, week and month, respectively, as 
these are key periods for liquidity management. The starting point for those projections is an analysis of the contractual maturity of 
the financial liabilities and the expected collection date of the financial assets. 

The matching and controlled mismatching of the maturities and interest rates of assets and liabilities are fundamental to the 
management of the Group.  It is unusual for companies ever to be completely matched since business transacted is often of 
uncertain term and of different types. An unmatched position potentially enhances profitability, but can also increase the risk of loss.

The maturities of assets and liabilities and the ability to replace, at an acceptable cost, interest-bearing liabilities as they mature, are 
important factors in assessing the liquidity of the Group and its exposure to changes in interest rates and exchange rates.
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3.	 Insurance and Financial Risk Management (Continued)

(c)	 Financial risk (continued)

(ii)	 Liquidity risk (continued)

Financial liabilities cash flows

The table below presents the undiscounted cash flows payable (both interest and principal cash flows) of the Group’s and company’s 
financial liabilities based on contractual repayment obligations. The Group expects that many customers will not request repayment 
on the earliest date the Group could be required to pay. 
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3.	 Insurance and Financial Risk Management (Continued)

(c)	 Financial risk (continued)

(ii)	 Liquidity risk (continued)

Financial liabilities cash flows (continued)

Assets available to meet all of the liabilities and to cover outstanding loan commitments include cash, Central Bank balances, items 
in the course of collection, investment securities and other eligible bills, loans and advances to banks, and loans and advances 
to customers. In the normal course of business, a proportion of customer loans contractually repayable within one year will be 
extended. In addition, debt securities and treasury and other bills have been pledged to secure liabilities. The Group is also able to 
meet unexpected net cash outflows by selling securities and accessing additional funding sources from other financing institutions. 
The Group and the company have the following undrawn committed borrowing facilities:

The facilities expiring within one year are annual facilities subject to review at various dates during the subsequent year. The other 
facilities have been arranged to help finance the Group’s activities.
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3.	 Insurance and Financial Risk Management (Continued)

(c)	 Financial risk (continued)

(ii)	 Liquidity risk (continued)

Off-statement of financial position items
The table below shows the contractual expiry periods of the Group’s contingent liabilities and commitments.

(ii)	 Market risk

The Group takes on exposure to market risk, which is the risk that the fair value or future cash flows of a financial instrument will 
fluctuate because of changes in market prices. Market risks mainly arise from changes in foreign currency exchange rates and 
interest rates. Market risk is monitored by the research and treasury departments which carry out extensive research and monitor 
the price movement of financial assets on the local and international markets.  Market risk exposures are measured using sensitivity 
analysis.

Currency risk
Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in foreign 
exchange rates.

The Group operates internationally and is exposed to foreign exchange risk arising from various currency exposures, primarily with 
respect to the US dollar, the Canadian dollar, UK pound and the Euro. 

Foreign exchange risk arises from future commercial transactions, recognised assets and liabilities and net investments in foreign 
operations. 

The Group manages its foreign exchange risk by ensuring that the net exposure in foreign assets and liabilities is kept to an acceptable 
level by monitoring currency positions.  The Group further manages this risk by maximising foreign currency earnings and holding 
foreign currency balances.

The Group has certain investments in foreign operations, whose net assets are exposed to foreign currency translation risk. Currency 
exposure arising from the net assets of the Group’s foreign operations is managed primarily through borrowings denominated in the 
relevant foreign currencies.



90
GraceKennedy Limited

Notes to the Financial Statements
31 December 2011
(expressed in Jamaican dollars unless otherwise indicated)

3.	 Insurance and Financial Risk Management (Continued)

(c)	 Financial risk (continued)

(iii)	 Market risk (continued)
		

Currency risk (continued)

Concentrations of currency risk 

The table below summarises the Group and company exposure to foreign currency exchange rate risk at 31 December.
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3.	 Insurance and Financial Risk Management (Continued)

(c)	 Financial risk (continued)

(iii)	 Market risk (continued)
		

Currency risk (continued)

Concentrations of currency risk (continued)
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3.	  Insurance and Financial Risk Management (Continued)

(c)	 Financial risk (continued)

(iii)	 Market risk (continued)

Currency risk (continued)

Foreign currency sensitivity

The following tables indicate the currencies to which the Group and company had significant exposure on its monetary assets and 
liabilities and its forecast cash flows.  The sensitivity analysis represents outstanding foreign currency denominated monetary items 
and adjusts their translation at the year-end for a 1% increase (2010:  5%) and a 1% decrease (2010: 5%) in foreign currency rates .  
The sensitivity of the profit was as a result of foreign exchange gains/losses on translation of foreign currency denominated loans and 
lease receivables, cash and deposits, debt securities classified as available for sale and foreign exchange losses/gains on translation 
of foreign currency denominated borrowings. Profit for the Group is more sensitive to movement in currency/US dollar exchange 
rates in 2011 than 2010 because the net foreign currency exposure has increased, while for the company it is less sensitive because 
the net exposure has declined. The correlation of variables will have a significant effect in determining the ultimate impact on market 
risk, but to demonstrate the impact due to changes in variables, variables had to be on an individual basis.
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3.	 Insurance and Financial Risk Management (Continued)

(c)	 Financial risk (continued)

(iii)	 Market risk (continued)
		

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

Floating rate instruments expose the Group to cash flow interest risk, whereas fixed rate instruments expose the Group to fair value 
interest risk.

The Group manages interest rate risk by maintaining an appropriate mix of fixed and variable rate instruments and also manages the 
maturities of interest bearing financial assets and liabilities. The respective boards within the Group set limits on the level of mismatch 
of interest rate repricing that may be undertaken, which is monitored by the ALCOs.

The following tables summarise the Group’s and the company’s exposure to interest rate risk. It includes the Group and company 
financial instruments at carrying amounts, categorised by the earlier of contractual repricing or maturity dates.
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3.	 Insurance and Financial Risk Management (Continued)

(c)	 Financial risk (continued)

(iii)	 Market risk (continued)
		

Interest rate risk (continued)
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3.	 Insurance and Financial Risk Management (Continued)

(c)	 Financial risk (continued)

(iii)	 Market risk (continued)
		

Interest rate risk (continued)
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3.	 Insurance and Financial Risk Management (Continued)

(c)	 Financial risk (continued)

(iii)	 Market risk (continued)
		

Interest rate risk (continued)

Interest rate sensitivity

The following table indicates the sensitivity to a reasonable possible change in interest rates, with all other variables held constant, 
on the Group’s and company’s income statement and equity.

The Group’s interest rate risk arises from investment securities, loans receivable, customers’ deposits, securities sold under 
repurchase agreements and borrowings. The sensitivity of the profit or loss is the effect of the assumed changes in interest rates on 
net income based on floating rate financial assets and floating rate liabilities.  The sensitivity of equity is calculated by revaluing fixed 
rate available-for-sale financial assets for the effects of the assumed changes in interest rates combined with the effect on net profit.  
The correlation of variables will have a significant effect in determining the ultimate impact on market risk, but to demonstrate the 
impact, each variable has to be evaluated on an individual basis.
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3.	 Insurance and Financial Risk Management (Continued)

(d)	 Capital management

Insurance subsidiaries 

The insurance subsidiaries’ objectives when managing capital, which is a broader concept than the ‘equity’ on the face of statement of 
financial position, are:
(i)	 To comply with the capital requirements set by the Financial Services Commission (FSC) for insurance companies; 
(ii)	 To safeguard their ability to continue as going concerns so that they can continue to provide returns for stockholders and benefits 

for other stakeholders; and
(iii)	 To maintain a strong capital base to support the development of business.

Capital adequacy is managed at the operating company level. For the insurance companies, it is calculated by the Compliance Officer and 
reviewed by executive management, the Audit Committee and the Board of Directors. In addition, the company seeks to maintain internal 
capital adequacy at levels higher than the regulatory requirements.  

The primary measure used to assess capital adequacy is the Minimum Capital Test (MCT) commencing in 2011. This information is 
required to be filed with the Financial Services Commission on an annual basis. The minimum standard recommended by the regulators 
for companies is a MCT of 200%. The MCT for the company as of December 31, 2011 is set out below.

In 2010 the primary measure used to assess capital adequacy was the Minimum Asset Test (MAT), however as the original intention of the 
FSC was to have the MCT implemented for 2011, they decided to allow the general insurance companies to file both the MAT and MCT. 
They also indicated that no action would be taken against companies that fail to meet the MAT capital requirement of 150% but satisfy 
the MCT capital requirement of 200%.

The FSC requires each general insurance company to hold the minimum level of regulatory capital of $90,000,000.  For the insurance 
brokerage, the company seeks to maintain internal capital adequacy at levels higher than the regulatory requirements of $10,000,000.
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3.	 Insurance and Financial Risk Management (Continued)

(d)	 Capital management (continued)

The banking and investment subsidiaries

The banking and investment subsidiaries’ objectives when managing capital, which is a broader concept than the ‘equity’ on the face of 
statement of financial position, are:
(i)	 To comply with the capital requirements set by the regulators of the banking and investment markets where the entities within the 

Group operate; 
(ii)	 To safeguard their ability  to continue as going concerns so that they can continue to provide returns for stockholders and benefits 

for other stakeholders; and
(iii)	 To maintain a strong capital base to support the development of business.

Capital adequacy and the use of regulatory capital are monitored monthly by management and the required information is filed monthly 
with the Bank of Jamaica (BOJ) and the Financial Services Commission (FSC).

The BOJ requires the banking entity to: 

(i)	 Hold the minimum level of regulatory capital as a percentage of total assets of 8%; and
(ii)	 Maintain a ratio of total regulatory capital to risk-weighted assets at or above 10%. 

The FSC requires the investment services entities to: 

(i)	 Hold the minimum level of regulatory capital as a percentage of total assets of 6%; and
(ii)	 Maintain a ratio of total regulatory capital to risk-weighted assets at or above 14%. 

One of the investment services entities based overseas is required by the Trinidad and Tobago Securities and Exchange Commission to 
hold a minimum regulatory capital of $66,950,000 (TT$5,000,000). 

The regulatory capital as managed by the subsidiaries’ Risk and Compliance Unit is divided into two tiers:
(i)	 Tier 1 capital: share capital, retained earnings and reserves created by appropriations of retained earnings. The book value of 

goodwill is deducted in arriving at Tier 1 capital; and

(ii)	 Tier 2 capital: collective impairment allowances and unrealised gains arising on the fair valuation of equity instruments held as 
available for sale.

Risk-weighted assets are measured by means of a hierarchy of five risk weights classified according to the nature of and reflecting an 
estimate of credit, market and other risks associated with each asset and counterparty, taking into account any eligible collateral or 
guarantees. A similar treatment is adopted for off-statement of financial position exposure, with some adjustments to reflect the more 
contingent nature of the potential losses.
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3.	 Insurance and Financial Risk Management (Continued)

(d)	 Capital management (continued)

The banking and investment subsidiaries (continued)

The tables below summarise the composition of regulatory capital and the ratios of the Group for the years ended 31 December. 
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3.	 Insurance and Financial Risk Management (Continued)

(d)	 Capital management (continued)

Companies not requiring external regulatory capital requirements

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going concern in order to provide 
returns for owners and benefits for other stakeholders and to maintain an optimal capital structure to reduce the cost of capital. The Board 
of Directors monitors the return on equity, which the Group defines as net profit attributable to owners of the company divided by total 
owners’ equity, excluding non-controlling interests. The Board of Directors also monitors the level of dividends to equity owners.
	
The Group monitors capital on the basis of the debt to equity ratio.   This ratio is calculated as debt divided by owners equity. Debt is 
calculated as total borrowings as shown in the consolidated statement of financial position. Owners’ equity is calculated as capital and 
reserves attributable to the company’s owners as shown in the consolidated statement of financial position.

During 2011, the Group’s strategy, which was unchanged from 2010, was to maintain a debt to equity ratio not exceeding 100%. The debt 
to equity ratios at 31 December 2011 and 2010 were as follows:

There were no changes to the Group’s approach to capital management during the year.

The parent company complied with all externally imposed capital requirements to which it is subjected.  

One of its investment subsidiaries was in breach of the capital adequacy benchmark established by the Trinidad and Tobago Securities 
and Exchange Commission.   In order to address the breach, the subsidiary will be merged with a fellow subsidiary which has adequate 
capital. 

In 2010, one of its insurance subsidiaries was in technical breach of Section 17 (4) of the Insurance (Actuaries) (General Insurance 
Companies) Regulation 2002 of Jamaica.  Having satisfied the MCT capital requirement as previously noted, the regulator has indicated 
that no action is required by the insurance subsidiary. 
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4.	 Critical Accounting Judgements and Key Sources of Estimation Uncertainty

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

Key sources of estimation uncertainty

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definition, seldom equal the 
related actual results. The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying amounts of 
assets and liabilities within the next financial year are discussed below.

(i)	 Estimated impairment of goodwill

The Group tests annually whether goodwill has suffered any impairment, in accordance with the accounting policy stated in Note 2(g). The 
assessment of goodwill impairment involves the determination of the value in use. Determination of value in use involves the estimation of 
future cash flows from the business taking into consideration the growth rates, inflation rates and the discount rates. Any changes in these 
variables would impact the value in use calculations.  A change in the discount rate from 11.1% to 12.1% would result in a reduction in 
the value in use by $355,971,000, which would not result in an impairment of goodwill.  

(ii)	 Income taxes

The Group is subject to income taxes in numerous jurisdictions. Significant judgement is required in determining the worldwide provision 
for income taxes. The Group recognises liabilities for anticipated tax audit issues based on estimates of whether additional taxes will be 
due. Where the final tax outcome of these matters is different from the amounts that were initially recorded, such differences will impact 
the income tax and deferred tax provisions in the period in which such determination is made.

(iii)	 Pension plan assets and post-employment obligations

The cost of these benefits and the present value of the pension and the other post-employment liabilities depend on a number of factors 
that are determined on an actuarial basis using a number of assumptions. The assumptions used in determining the net periodic cost 
(income) for pension and post-employment benefits include the expected long-term rate of return on the relevant plan assets, the discount 
rate and, in the case of the post-employment medical benefits, the expected rate of increase in medical costs. Any changes in these 
assumptions will impact the net periodic cost (income) recorded for pension and post-employment benefits and may affect planned 
funding of the pension plans. The expected return on plan assets assumption is determined on a uniform basis, considering long-term 
historical returns, asset allocation and future estimates of long-term investment returns. The appropriate discount rate is determined at the 
end of each year, which represents the interest rate that should be used to determine the present value of estimated future cash outflows 
expected to be required to settle the pension and post-employment benefit obligations. In determining the appropriate discount rate, the 
interest rate of high-quality corporate bonds that are denominated in the currency in which the benefits will be paid are considered, and 
that have terms to maturity approximating the terms of the related pension liability. The expected rate of increase of medical costs has 
been determined by comparing the historical relationship of the actual medical cost increases with the rate of inflation in the respective 
economies. Other key assumptions for the pension and post-employment benefits cost and credits are based in part on current market 
conditions.

(iv)	 Liabilities arising from claims made under insurance contracts

The determination of the liabilities under insurance contracts represents the liability for future claims payable by the company based on 
contracts for the insurance business in force at the statement of financial position date using several methods, including the Paid Loss 
Development method, the Incurred Loss Development method, the Bornhuetter-Ferguson Paid Loss method, the Bornhuetter-Ferguson 
Incurred Loss method and the Frequency-Severity method. These liabilities represent the amount of future premiums that will, in the 
opinion of the actuary, be sufficient to pay future claims relating to contracts of insurance in force, as well as meet the other expenses 
incurred in connection with such contracts. A margin for risk or uncertainty (adverse deviations) in these assumptions is added to the 
liability.  The assumptions are examined each year in order to determine their validity in light of current best estimates or to reflect 
emerging trends in the company’s experience. 

Claims are analysed separately between those arising from damage to insured property and consequential losses. Claims arising from 
damage to insured property can be estimated with greater reliability, and the company’s estimation processes reflect all the factors that 
influence the amount and timing of cash flows from these contracts. The shorter settlement period for these claims allows the company 
to achieve a higher degree of certainty about the estimated cost of claims, and relatively little IBNR is held at year-end. However, the 
longer time needed to assess the emergence of claims arising from consequential losses makes the estimation process more uncertain 
for these claims.
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5.	 Cash and Deposits

Included in deposits is interest receivable of $97,275,000 (2010: $7,584,000) and $109,206,000 (2010: $6,775,000) for the Group and company, 
respectively. The weighted average effective interest rate on deposits was 6.95% (2010: 7.19%) and 5.33% (2010: 7.5%) for the Group and 
company, respectively, and these deposits have an average maturity of under 3 months. 

For the purposes of the cash flow statement, cash and cash equivalents comprise the following:
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6.	 Investment Securities

Included in the Government of Jamaica securities is interest receivable of $757,503,000 (2010: $867,351,000) and $1,787,000 
(2010: $95,786,000) for the Group and the company respectively. 

Included in Government of Jamaica securities are instruments which mature between 3 months and 12 months or which the Group intends to 
realise within 12 months and have an effective interest rate of 7.50% (2010: 10.12%) and 7.67% (2010: 10.73%) for the Group and the company 
respectively. 

Included in Government of Jamaica securities is $1,773,027,000 (2010: $1,607,667,000) held at the Bank of Jamaica under Section 14(1) of the 
Banking Act, 1992, representing the required ratio of 12% (2010: 12%) for Jamaican dollar cash reserves and 9% (2010: 9%) for United States 
dollar cash reserves of the banking subsidiary’s prescribed liabilities.  It is not available for investment, lending or other use by the Group or 
the banking subsidiary.

Investment securities of $28,368,098,000 (2010: $27,160,065,000) have been pledged by the Group as collateral for securities sold under 
repurchase agreements.

Included in investment securities for the company is $270,248,000 (2010: $399,284,000) which matures in the next 12 months.
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7.	 Receivables

The fair values of trade and other receivables approximate carrying values.  All receivable balances are due within the next 12 months.

8.	 Inventories

9.	 Loans Receivable
(a)	 Loans receivable comprise:

Loans receivable are due within 10 years from the statement of financial position date.

Included in loans receivable is interest receivable of $64,723,000 (2010: $74,620,000) for the Group.

Included in loans receivable for the company is $Nil (2010: $25,513,000) which matures in the next 12 months.
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9.	  Loans Receivable (Continued)

10.	 Investments in Associates

The assets, liabilities, revenue and net profit of associates are as follows:
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11.	 Intangible Assets

Impairment tests for goodwill
The Group determines whether goodwill is impaired at least on an annual basis or when events or changes in circumstances indicate that the 
carrying value may be impaired. This requires an estimation of the recoverable amount of the cash generating unit (CGU) to which the goodwill 
is allocated. The recoverable amount is usually determined by reference to the value in use. Estimating the value in use requires the Group to 
make an estimate of the expected future cash flows from the CGU and also to choose an appropriate discount rate in order to calculate the 
present value of those future cash flows. 

The Group recognised an impairment charge of $Nil (2010: $157,155,000) for goodwill in subsidiaries within the Food Trading Division.



107
Audited Financial Statements 2011

Notes to the Financial Statements
31 December 2011
(expressed in Jamaican dollars unless otherwise indicated)

NOTICE OF M
EETING

M
D&A

TEAM
REPORTS

COM
M

UNITY
FINANCIALS

11.	 Intangible Assets (Continued)

The allocation of goodwill to the Group’s cash generating units (CGUs) identified according to segment is as follows:

For the year ended 31 December 2011, management tested for impairment the goodwill allocated to all the CGUs. 

The recoverable amount of a CGU is determined based on value in use calculations. These calculations use cash flow projections based on 
financial budgets approved by management covering a six-year period. Cash flows beyond the six-year period are extrapolated using the 
estimated growth rates stated below. The growth rate does not exceed the long-term average growth rate for the business in which the CGU 
operates.

Key assumptions used for value in use calculations:
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12.	 Fixed Assets
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12.	 Fixed Assets (Continued)

(a)	 The tables above include carrying values of $20,671,000 (2010: $Nil) and $20,384,000 (2010: $13,026,000) for the Group and the company, 
respectively, representing assets being acquired under finance leases. All amounts related to finance leases are shown in the ‘Plant, 
Equipment, Fixtures & Vehicles’ category of fixed assets.
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12.	 Fixed Assets (Continued)

(b)	 If land and buildings were stated on the historical cost basis, the amounts would be as follows:

(c)	 The Group’s land and buildings were last revalued during 2010 by independent valuers. The valuations were done on the basis of open 
market value. The revaluation surpluses, net of applicable deferred income taxes, were credited to the capital and fair value reserves in 
equity (Note 19).

    
13.	 Deferred Income Taxes

Deferred income taxes are calculated in full on temporary differences under the liability method using a principal tax rate of 33 1/3 %.

The movement on the deferred income tax account is as follows:

Deferred income tax assets are recognised for tax losses carried forward to the extent that realisation of the related tax benefit through future 
taxable profits is probable. Subject to agreement with the Taxpayer Audit and Assessment Department, the Group has recognised tax losses 
of $2,069,004,000 (2010: $2,485,911,000) and recognised tax credits of $259,364,000 (2010: $Nil) to carry forward indefinitely against future 
taxable income.   

Deferred income tax liabilities of $136,054,000 (2010: $185,971,000) have not been established for the withholding taxes that would be payable 
on the unremitted earnings of certain foreign subsidiaries, as such amounts are permanently reinvested; such unremitted earnings totalled 
$408,163,000 (2010: $557,912,000).
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13.	 Deferred Income Taxes (Continued)

The movement in deferred tax assets and liabilities (prior to offsetting of balances within the same tax jurisdiction) during the period is as 
follows:
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13.	 Deferred Income Taxes (Continued)

The movement in deferred tax assets and liabilities (prior to offsetting of balances within the same tax jurisdiction) during the period is as 
follows:

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against current 
tax liabilities and when the deferred income taxes relate to the same fiscal authority. The following amounts, determined after appropriate 
offsetting, are shown in the consolidated statement of financial position:
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14.	 Pensions and Other Post-Employment Obligations

The Group has both a defined contribution pension scheme and a defined benefit pension scheme.   

The defined contribution pension scheme is open to Jamaican based employees hired on or after 1 April 2010.   Employees contribute 5% of 
pensionable earnings with the option to contribute an additional voluntary contribution of 5%.  The employer contributions are currently set at 
10%.  The Group’s contribution for the year was $31,323,000 (2010: $6,420,000).

The Group’s defined benefit pension scheme, which commenced on 1 January 1975, is funded by employee contributions at 5% of salary 
with the option to contribute an additional 5%, and employer contributions at 0.02%, as recommended by independent actuaries.  Pension at 
normal retirement age is based on 2% per year of pensionable service of the average of the highest three years’ annual salary during the last 
ten years of service.   This scheme was closed to new members as at 31 March 2010.

Pension benefits
The amounts recognised in the statement of financial position are determined as follows:
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14.	 Pensions and Other Post-Employment Obligations (Continued)

Pension benefits (continued)

The movement in the fair value of plan assets for the year is as follows:

Adjustments to plan assets for the Group relate to associated companies. 

The amounts recognised in the income statement are as follows:

The total credit of $322,056,000 (2010: $517,192,000) and $629,506,000 (2010: $695,825,000) for the Group and company respectively was 
included in administration expenses for both years.

The expected contributions to the plan by the Group for the year ending 31 December 2012 amount to $216,111,000.

The actual return on plan assets was $2,235,222,000 (2010: $2,259,740,000) for the Group.
The plan assets are comprised of:
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14.	 Pensions and Other Post-Employment Obligations (Continued)

Pension benefits (continued)

The pension plan assets include the company’s ordinary stock units with a fair value of $948,891,000 (2010: $759,234,000), buildings occupied 
by Group companies with fair values of $781,017,000 (2010: $697,823,000), and repurchase agreement investments of $2,502,172,000 
(2010: $2,767,810,000). There were no finance lease receivables or loan receivables from Group companies at the end of 2011 and 2010.

The expected return on plan assets was determined by considering the expected returns available on the assets underlying the current 
investment policy. Expected yields on fixed interest investments are based on gross redemption yields as at the statement of financial position 
date. Expected returns on equity and property investments reflect long-term real rates of return experienced in the respective markets.
The benefit that the company derives from the surplus of the pension plan is limited to the extent of the reduction in future contributions that 
it will make to the pension scheme.

The five-year trend for the fair value of plan assets, the defined benefit obligation, the surplus in the plan, and experience adjustments for plan 
assets and liabilities is as follows:

Other post-employment obligations
The Group operates a number of post-employment benefit schemes, principally in Jamaica. The benefits covered under the schemes include 
group life, insured and self-insured health care, gratuity and other supplementary plans. Funds are not built up to cover the obligations under 
these retirement benefit schemes. The method of accounting and the frequency of valuations are similar to those used for defined benefit 
pension schemes.

In addition to the assumptions used for the pension schemes, the main actuarial assumption is a long term increase in health costs of 7.5% 
per year (2010: 10% per year).
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14.	 Pensions and Other Post-Employment Obligations (Continued)

Other post-employment obligations (continued)

The amounts recognised in the statement of financial position were determined as follows:

The amounts recognised in the income statement were as follows:

The total charge was included in administration expenses.

The composition of the liability recognised in relation to the other post-employment obligations in the statement of financial position is as 
follows:
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14.	 Pensions and Other Post-Employment Obligations (Continued)

Other post-employment obligations (continued)

The effects of a 1% movement in the assumed medical cost trend rate were as follows:

The five-year trend for the defined benefit obligation and experience adjustments is as follows:

The average expected remaining service life of the employees in the post-employment plans are as follows:

Mortality rate
Assumptions regarding future mortality experience are set based on advice, published statistics and experience.

The average life expectancy in years of a pensioner retiring at age 60 on the statement of financial position date is as follows:

Principal actuarial assumptions used in valuing post-employment benefits

The principal actuarial assumptions used were as follows:
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15.	 Bank and Other Loans

(a)	 Unsecured loans of subsidiaries are supported by letters of comfort from the parent company. Interest rates on these loans range between 
2.51% - 13.26% (2010: 2.51% - 17.75%).

(b)	 Bank and other loans comprise:

Finance lease liabilities are effectively secured as the rights to the leased asset revert to the lessor in the event of default.  Certain bank 
borrowings are secured on the assets of subsidiaries that have the loans.  All other borrowings are unsecured.  Included in bank borrowings 
is interest payable of $55,818,000 (2010: $174,019,000) and $11,166,000 (2010: $9,987,000) for the Group and the company, respectively.

Included in bank borrowings and other loans is $6,487,726,000 (2010: $8,644,686,000) and $2,923,830,000 (2010: $2,746,359,000) for the 
Group and the company respectively, which matures in the next 12 months.

Included in customer deposits is interest payable of $681,000 (2010: $490,000) for the Group.

The fair value of current borrowings approximates their carrying amount, as the impact of discounting is not significant.

(c)	 Finance lease liabilities – minimum lease payments:
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15.	 Bank and Other Loans (Continued)
(c)	 Finance lease liabilities – minimum lease payments (continued):

The present value of finance lease liabilities is as follows:

16.	 Payables

All payables balances are due within the next 12 months.

17.	 Provisions

Provisions comprise warranties as follows:

This relates to warranties given on roofing, which was undertaken by one of the subsidiary companies. The Group is no longer in this line of 
business and the warranties expire fully in 2036.
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18.	 Share Capital

(a)	 During the year, the company issued 619,000 (2010: 5,000) shares to its employees for cash of $19,752,000 (2010: $319,000). The shares 
were issued under the Directors, Senior Managers and Permanent Employees Stock Option Plans.

(b)	 In 2010, the company through its employee investment trust purchased 2,000 of its own shares at a fair value of $79,000. The total number 
of treasury shares held by the company at the end of the year was 2,075,000 (2010: 2,075,000) at a cost of $168,108,000                    (2010: 
$168,108,000).

(c)	 At the Annual General Meeting held on 25 June 2002, the stockholders passed a resolution for 7,000,000 of the authorised but unissued 
shares to be set aside for allocation and sale to the directors of the company. The allocation and sale of these shares are governed by the 
provisions of the 2002 Stock Option Plan for the Directors of GraceKennedy Limited.

On 1 July 2002, under the rules of the Stock Option Plan, the following allocation was made:

No. of Shares
Executive directors 5,973,160
Non-executive directors 600,000

The options were granted at a subscription price of $32.81, being the mid-market price of the company’s shares on the Jamaica Stock 
Exchange at the grant date, and are exercisable over a period of ten years, at the end of which time unexercised options will expire. 
One-fifth of the total of the grant to each director will vest on each anniversary of the grant. The plan provides for equitable adjustment 
of the allocated number of shares by reason of stock splits, combinations or exchanges of shares, stock dividends, bonus issue, and 
reclassifications or similar corporate changes.

As a result of the issue of bonus shares on 18 December 2002, the amount of shares allocated was increased and the option price per 
share reduced.  The new option price has been set at $27.34, with adjusted allocations as follows:

No. of Shares
Executive directors 7,167,792
Non-executive directors 720,000

At a Board Meeting held on 27 January 2006, the directors passed a resolution for 120,000 of the authorised but unissued shares of $1.00 
each to be set aside for allocation and sale to the directors of the company. The allocation and sale of these shares are governed by the 
provisions of the 2002 Stock Option Plan for the Directors of GraceKennedy Limited. 

The options were granted at a subscription price of $85.59, being the mid-market price of the company’s shares on the Jamaica Stock 
Exchange at the grant date, and are exercisable over a period of six years, at the end of which time unexercised options will expire. 
One-fifth of the total of the grant to each director will vest on each anniversary of the grant. The plan provides for equitable adjustment 
of the allocated number of shares by reason of stock splits, combinations or exchanges of shares, stock dividends, bonus issue, and 
reclassifications or similar corporate changes.

Movement on directors’ stock options:
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18.	 Share Capital (Continued)

(d)	 At the Annual General Meeting held on 29 May 2003, the stockholders passed a resolution for 10,000,000 of the authorised but unissued 
shares to be set aside for allocation and sale to the managers of the company.   The allocation and sale of these shares will be governed 
by the provisions of the 2003 Stock Option Plan for the Managers of GraceKennedy Limited. 

On 25 November 2004, under the rules of the Stock Option Plan, the following allocation was made:

No. of Shares
Senior managers 1,967,291

The options were granted at a subscription price of $115.97, being the weighted average price of the company’s shares on the Jamaica 
Stock Exchange for the previous ten days prior to the grant date, and are exercisable over a period of six years, at the end of which time 
unexercised options will expire.   One-third of the total of the grant to each senior manager will vest on each anniversary of the grant. The 
plan provides for equitable adjustment of the allocated number of shares by reason of stock splits, combinations or exchanges of shares, 
stock dividends, bonus issue, and reclassifications or similar corporate changes.

Movement on this option:

On 6 January 2011, under the rules of the Stock Option Plan, the following allocation was made:

No. of Shares
Senior managers 2,932,008

The options were granted at a subscription price of $50.83, being the weighted average price of the company’s shares on the Jamaica 
Stock Exchange for the previous ten days prior to the grant date, and are exercisable over a period of six years, at the end of which time 
unexercised options will expire.  One-third of the total of the grant to each senior manager will vest on each anniversary of the grant. The 
plan provides for equitable adjustment of the allocated number of shares by reason of stock splits, combinations or exchanges of shares, 
stock dividends, bonus issue, and reclassifications or similar corporate changes.

Movement on this option:
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18.	 Share Capital (Continued)

(e)	 At the Annual General Meeting held on 28 May 2008, the stockholders passed a resolution for 10,000,000 of the authorised but unissued 
shares of no par value to be set aside for allocation and sale to the permanent employees of the company. The allocation and sale of these 
shares will be governed by the provisions of the 2008 Stock Offer Plan for the permanent employees of GraceKennedy Limited. 

On 1 October 2008, under the rules of the Stock Offer Plan, the following allocation was made:

No. of Shares
Permanent employees 1,524,400

The options were granted at a subscription price of $66.43, being the weighted average price of the company’s shares on the Jamaica 
Stock Exchange for the previous ten trading days prior to the date on which the grant was approved less a 25% discount, and are 
exercisable over a period of two years, at the end of which time unexercised options will expire. The total of the grant to each permanent 
employee was fully vested at the date of the grant. The plan provides for equitable adjustment of the allocated number of shares by reason 
of stock splits, combinations or exchanges of shares, stock dividends, bonus issue, and reclassifications or similar corporate changes.

On 1 March 2011, under the rules of the Stock Offer Plan, the following allocation was made:

No. of Shares
Permanent employees 2,739,440

The options were granted quarterly at subscription prices ranging between $39.30 to $46.81, being the weighted average price of the 
company’s shares on the Jamaica Stock Exchange for the previous ten trading days prior to the dates on which the grants were made 
less a 25% discount, and are exercisable over a period of three months, at the end of which time unexercised options will expire. The 
total of the grant to each permanent employee was fully vested at the date of the grant. The plan provides for equitable adjustment 
of the allocated number of shares by reason of stock splits, combinations or exchanges of shares, stock dividends, bonus issue, and 
reclassifications or similar corporate changes.
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18.	 Share Capital (Continued)

(f)	 At the Annual General Meeting held on 27 May 2009, the stockholders passed a resolution for authorised but unissued shares up to a 
maximum of 7½% of the total number of issued shares of no par value to be set aside for allocation and sale to the directors, managers 
and employees of the company.  The allocation and sale of these shares will be governed by the provisions of the 2009 Stock Offer Plan 
for the directors, managers and employees of GraceKennedy Limited

On 3 January 2011, under the rules of the Stock Offer Plan, the following allocation was made:

No. of Shares
Directors 361,728

The options were granted at a subscription price of $50.26, being the weighted average price of the company’s shares on the Jamaica 
Stock Exchange for the previous three days prior to the grant date, and are exercisable over a period of six years, at the end of which 
time unexercised options will expire.  The total of the grant to each director will fully vest on the third anniversary of the grant. The plan 
provides for equitable adjustment of the allocated number of shares by reason of stock splits, combinations or exchanges of shares, stock 
dividends, bonus issue, and reclassifications or similar corporate changes.

On 8 December 2011, under the rules of the Stock Offer Plan, the following allocation was made:

No. of Shares
Directors and senior executives 1,136,160

The options were granted at a subscription price of $60.20, being the weighted average price of the company’s shares on the Jamaica 
Stock Exchange for the previous three days prior to the grant date, and are exercisable over a period of six years, at the end of which time 
unexercised options will expire.  The total of the grant to each director and senior executive will fully vest on the third anniversary of the 
grant. The plan provides for equitable adjustment of the allocated number of shares by reason of stock splits, combinations or exchanges 
of shares, stock dividends, bonus issue, and reclassifications or similar corporate changes.
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18.	 Share Capital (Continued)

(g)	 Movements in the number of share options outstanding and their related weighted average exercise price are as follows:

Shares totalling 4,098,000 (2010: 3,220,000) are exercisable at the statement of financial position date.

Share options outstanding at the end of the year have the following expiry date and exercise prices:
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18.	 Share Capital (Continued)

(h)	 The fair value of options granted determined using the Black-Scholes valuation model was $130,945,000. The significant inputs into the 
model were the weighted average share prices of $51.00, $55.65 and $61.20 at the grant dates, exercise prices of $50.83, $41.67 and 
$61.20, standard deviation of expected share price returns of 33.2%, option life of six years and three months and risk-free interest rates 
of 7.48%, 6.51% and 6.28% The volatility measured at the standard deviation of expected share price returns is based on statistical 
analysis of daily share prices over the term of the options.

The breakdown of the fair value of options granted is as follows:

19.	 Capital and Fair Value Reserves
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19.	 Capital and Fair Value Reserves (Continued)

20.	 Banking Reserves

Banking reserves represent those reserves required to be maintained by the banking subsidiary, First Global Bank Limited, in compliance with 
the Jamaica Banking Act.

21.	 Non - Controlling Interests
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22.	 Segment Information

Management has determined the operating segments based on the reports reviewed by the Executive Committee that are used to make 
strategic decisions.  The Group has five reportable segments which are based on the different types of products and services that it offers.   
These products and services are described in its principal activities (Note 1).    The reportable segments derive their revenue primarily from food 
trading and financial services as well as retail trading.  The accounting policies of the operating segments are the same as those described in 
the summary of significant accounting policies (Note 2).   The Group evaluates performance on the basis of profit or loss before tax expense not 
including post-employment benefits, share-based payments and net corporate central office costs which are shown in unallocated amounts.  

The segment information provided to management for the reportable segments is as follows:

Operating segments
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22.	 Segment Information (Continued)

Operating segments (continued)
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22.	 Segment Information (Continued)

Operating segments (continued)
The profit or loss, assets and liabilities for reportable segments are reconciled to the totals for profit or loss, assets and liabilities as follows:

Geographical information

(a)	 Revenue is attributed to countries on the basis of the customer’s location.
(b)	 For the purposes of segment information, non-current assets exclude financial instruments, deferred tax assets, post-employment benefit 

assets and rights arising under insurance contracts.
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23.	 Revenues

24.	 Expense by Nature
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25.	 Other Income

26.	 Staff Costs



132
GraceKennedy Limited

Notes to the Financial Statements
31 December 2011
(expressed in Jamaican dollars unless otherwise indicated)

27.	 Taxation

Taxation is based on the profit for the year adjusted for taxation purposes:

The tax on the Group’s and company’s profit before tax differs from the theoretical amount that would arise using the tax rate of the home country 
of the company as follows:
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27.	 Taxation (Continued)

The tax (charge)/credit relating to components of other comprehensive income is as follows:
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28.	 Net Profit Attributable to the owners of GraceKennedy Limited

Dealt with as follows in the financial statements of:

29.	 Dividends

30.	 Earnings Per Stock Unit

Basic earnings per stock unit is calculated by dividing the net profit attributable to owners by the weighted average number of ordinary stock 
units outstanding during the year. 

The diluted earnings per stock unit is calculated by adjusting the weighted average number of ordinary stock units outstanding to assume 
conversion of all dilutive potential ordinary stock units.  

(a)	 4,271,000 (2010: 3,244,000) ordinary stock units for the full year in respect of the Stock Option Plan for directors  (Note 18), 
(b)	 2,753,000 (2010: Nil) ordinary stock units for the full year in respect of the Stock Option Plan for managers (Note 18), and
(c)	 1,279,000 (2010: Nil) ordinary stock units for the full year in respect of the Stock Option Plan for permanent employees (Note 18).
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31.	 Cash Flows from Operating Activities

Reconciliation of net profit to cash generated from operating activities:
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31.	 Cash Flows from Operating Activities (Continued)

Reconciliation of net profit to cash generated from operating activities (continued):

32.	 Commitments

(a)	 Future lease payments under operating leases at 31 December 2011 were as follows:

(b)	 At 31 December 2011, the Group had $24,157,000 (2010: $Nil) in authorised capital expenditure for which it had established contracts.

33.	 Contingent Liabilities

(a)	 In 2000, a suit was filed jointly against a subsidiary, GraceKennedy Remittance Services Limited (“GKRS”) and a software developer by 
Paymaster (Jamaica) Limited (Paymaster), a bills payment company. The suit claimed damages arising out of the use by the subsidiary of 
certain software, to which Paymaster alleged it owned the copyright.  

In the judgment handed down by the Supreme Court on 30 April 2010, the court ruled in favour of GKRS and the software developer on 
all claims.  Accordingly, the Court ordered costs to be paid by Paymaster to GKRS and the software developer and an enquiry into any 
damages suffered by GKRS and the software developer as a result of an injunction obtained by Paymaster in the suit.  On 10 June 2010, 
Paymaster filed an appeal against the decision of the Supreme Court in the Court of Appeal and applied for a stay of execution, pending 
the appeal.  Further to an application made by Paymaster to the Court of Appeal the enquiry into damages resulting from the injunction by 
the Supreme Court was on 6 May 2011 stayed pending appeal. The recovery of costs was not stayed and GKRS may therefore proceed to 
pursue the recovery of costs against Paymaster. Management has considered the advice of the company’s attorneys and is of the opinion 
that Paymaster’s appeal is unlikely to succeed.

(b)	 Various companies in the Group are involved in certain legal proceedings incidental to the normal conduct of business. The management 
of these companies believes that none of these proceedings, individually or in aggregate, will have a material effect on the Group.
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34.	 Related Party Transactions and Balances

The following transactions were carried out with related parties:

(d)	 Transactions with key management 

Key management includes directors (executive and non-executive) and members of the Executive Committee.  

The compensation of key management for services is shown below:

The following amounts are in respect of directors’ emoluments:

(a)	 This reflects amounts paid to executive directors who retired during the year and had an average of 32 years of service with the 
Group. The amounts were earned and accrued as expenses over the years of service.
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34.	 Related Party Transactions and Balances (Continued)

(d)	 Transactions with key management (continued)

Transactions with directors and other key management personnel (and their families)
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34.	 Related Party Transactions and Balances (Continued)

(e)	 Year-end balances with related parties

Loans receivable from associated companies are repayable in 2012 and bear interest at 7.00%.   Loans receivable from subsidiaries are 
repayable in 2016 and bear interest at Nil% (2010: 0% - 3%).  No provision was required in 2011 and 2010 for loans made to associated 
companies and subsidiaries.   

(f)	 Year end balances with directors and other key management

Balances with directors and other key management personnel (and their families)

The loans receivable attract interest at rates ranging between 7.50% - 17.25% (2010: 10.00% - 23.55%) and are repayable in the years 
2012 - 2017.  These loans are secured and are made on terms similar to those offered to other employees.  No provision has been required 
in 2011 and 2010 for the loans made to directors and senior managers.

Balances with companies controlled by directors and other key management personnel

(g)	 Share options granted to directors

The outstanding number of share options granted to the directors of the company at the end of the year was 4,271,000 (2010: 3,244,000).
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35.	 Fair Values of Financial Instruments

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in an arm’s length 
transaction.     

The following tables provide an analysis of the Group’s and company’s financial instruments held as at 31 December that, subsequent to initial 
recognition, are measured at fair value. The financial instruments are grouped into levels 1 to 3 based on the degree to which the fair values 
are observable, as follows:                

•	 Level 1 includes those instruments which are measured based on quoted prices in active markets for identical assets or liabilities.

•	 Level 2 includes those instruments which are measured using inputs other than quoted prices within level 1 that are observable for the 
asset or liability, either directly (that is, as prices) or indirectly (that is, derived from prices).

•	 Level 3 includes those instruments which are measured using valuation techniques that include inputs for the instrument that are not 
based on observable market data (unobservable inputs).
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35.	 Fair Values of Financial Instruments (Continued)

The fair value of financial instruments traded in active markets is based on quoted market prices at the statement of financial position date. 
A market is regarded as active if quoted prices are readily and regularly available from an exchange, dealer, broker, industry group, pricing 
service, or regulatory agency, and those prices represent actual and regularly occurring market transactions on an arm’s length basis. The 
quoted market price used for financial assets held by the Group is the current bid price. These instruments are included in level 1. Instruments 
included in level 1 comprise primarily JSE equity investments classified as trading securities or available-for-sale.

The fair value of financial instruments that are not traded in an active market (for example, over-the-counter derivatives) is determined by using 
valuation techniques. These valuation techniques maximise the use of observable market data where it is available and rely as little as possible 
on entity specific estimates. If all significant inputs required to fair value an instrument are observable, the instrument is included in level 2.

If one or more of the significant inputs is not based on observable market data, the instrument is included in level 3.

Specific valuation techniques used to value financial instruments include:

•	 Quoted market prices or dealer quotes for similar instruments.

•	 The fair value of interest rate swaps is calculated as the present value of the estimated future cash flows based on observable yield 	
curves.

•	 The fair value of forward foreign exchange contracts is determined using forward exchange rates at the statement of financial position 
date, with the resulting value discounted back to present value.

•	 Other techniques, such as discounted cash flow analysis, are used to determine fair value for the remaining financial instruments
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35.	 Fair Values of Financial Instruments (Continued)

Note that all of the resulting fair value estimates are included in level 2 except for certain corporate bonds as explained below.

The following table presents the changes in level 3 instruments for the years ended 31 December.

There were no transfers between the levels during the year.

36.	 Derivative Financial Instruments

Derivatives are carried at fair value in the statement of financial position as either assets or liabilities.  Asset values represent the cost to the 
Group of replacing all transactions with a fair value in the Group’s favour assuming that all relevant counterparties default at the same time, 
and that transactions can be replaced instantaneously. Liability values represent the cost to the Group’s counterparties of replacing all their 
transactions with the Group with a fair value in their favour if the Group was to default.  The fair values are set out below:

Forward foreign exchange contracts represent commitments to buy and sell foreign currencies on a net basis at future dates at specified prices.  
The notional principal amounts of the outstanding forward foreign exchange contracts at 31 December 2011 were $656,345,000     (2010: 
$814,548,000). 

The interest rate swap agreement involved bank borrowings on which a LIBOR based floating rate was exchanged for a fixed rate of 5.75%.  
The notional principal amount of the outstanding interest rate swap at 31 December 2011 was $297,152,000 (2010: $Nil).      

37.	 Custodial Services

One of the Group’s investment subsidiaries provides custody and brokerage services to certain third parties. Assets that are held in a custodial 
capacity are not included in these financial statements. At the statement of financial position date, the subsidiary had investment custody 
accounts amounting to approximately $9,384,610,000 (2010: $7,976,484,000).    Fees earned in relation to custodial services were $11,537,000 
(2010: $4,682,000).

38.	 Fiduciary Activities

One of the Group’s investment subsidiaries provides pension administration and management services. At the statement of financial position 
date, the subsidiary had pension assets held under management amounting to approximately $27,607,130,000 
(2010: $24,282,865,000).  Fees earned in relation to fiduciary activities were $150,921,000 (2010: $136,133,000).
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I/We 

of 

being a member/members of GraceKennedy Limited hereby appoint 

	 of 

or failing him/her 

of 

as my/our proxy to vote for me/us on my/our behalf at the Annual General Meeting of the Company to be held on Wednesday, 30 May 2012 at 4:00 
p.m. at 73 Harbour Street, Kingston, Jamaica and at any adjournment thereof.

FOR AGAINST

RESOLUTION    1

RESOLUTION    2

RESOLUTION    3 (a)

                             (b)

                              (c)

                             (d)

                             (e)

RESOLUTION    4

RESOLUTION    5

Unless otherwise instructed, the proxy will vote as he/she thinks fit.

Dated this  day of  2012

Signature

Signature

Signature

In the case of a Body corporate, this form should be executed under Seal in accordance with the Company’s Articles of Incorporation.

Note:  To be valid this proxy must be deposited with the Corporate Secretary of the Company at 73 HARBOUR STREET, KINGSTON, JAMAICA not 
less than 48 hours before the time appointed for holding the meeting.  A Proxy need not be a member of the Company.

Place
Stamp
Here
J$100

FORM OF PROXY

GraceKennedy Limited
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73 Harbour Street,
Kingston, Jamaica, West Indies

Telephone: (876) 922-3440.
www.gracekennedy.com


