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

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 Review

‘000 ‘000 ‘000 ‘000 ‘000

2012 2011 2010 2009 2008 *

Number of Shares (including treasury shares) 335,319 332,330 331,711 331,706 331,227

Stockholders’ Equity 32,777,751 29,337,896 26,697,805 23,697,642 19,799,405

Percentage increase over prior year 12% 10% 13% 20% -1%

Market Capitalisation 16,769,303 20,933,467 16,917,261 13,434,093 14,408,375

Total Borrowings 10,338,328 11,808,923 13,764,164 17,227,287 15,670,367

PROFIT AND LOSS ACCOUNT

Turnover 61,340,268 58,216,732 55,318,408 57,406,415 53,462,279

Percentage increase over prior year 5.4% 5.2% -3.6% 7.4% 9.7%

Profit before Taxation 4,077,609 4,032,443 3,259,648 3,653,867 2,478,893

Percentage increase over prior year 1.1% 23.7% -10.8% 47.4% -48.4%

Profit after Taxation 3,829,141 2,992,473 2,396,256 2,722,823 1,780,886

Percentage increase over prior year 28.0% 24.9% -12.0% 52.9% -49.6%

Net Profit Attributable to Stockholders 3,512,590 2,748,813 2,250,176 2,574,955 1,674,475

Percentage increase over prior year 27.8% 22.2% -12.6% 53.8% -51.3%

Net Dividend - Amount 665,937 494,874 445,007 378,838 378,313

Percentage increase over prior year 34.6% 11.2% 17.5% 0.1% 0.8%

IMPORTANT RATIOS

Return on Sales 5.7% 4.7% 4.1% 4.5% 3.1%

Debt to Equity Ratio 31.5% 40.3% 51.6% 72.7% 79.1%

Return on Equity 11.3% 9.8% 8.9% 11.8% 8.4%

Profit before Taxation/Sales 6.6% 6.9% 5.9% 6.4% 4.6%

Dividend Cover - times 5.27 5.55 5.06 6.80 4.43

Shareholders Equity per Stock Unit - JA$ 97.75 88.28 80.49 71.44 59.78

Earnings per Stock Unit - basic 10.52 8.33 6.83 7.82 5.10

Productivity per Employee - US$’000 21.34 17.56 14.03 15.76 10.88

Number of Employees 1,850 1,823 1,841 1,844 2,103

Closing Stock Price - JSE :JA$ 50.01 62.99 51.00 40.50 43.50

Closing Stock Price - TTSE :TT$ 3.53 4.29 3.60 3.00 4.05

Price-Earnings Ratio 4.75 7.56 7.47 5.18 8.53

*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, 
29 May 2013 at 4:00 p.m. for the following purposes:-

1.	 To receive the Audited Group Accounts for the year ended 31 December 2012 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 2012  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 28 May 2012, 26 September 2012 and 18 December 2012 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 28 May 2012, 26 September 2012  and 18 
December 2012  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. Frank James and Dr. Parris Lyew-Ayee, 
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 resolutions:-

Resolution No. 3 (a)

“THAT Mr. Frank James be and is hereby elected a Director of the Company.”

Resolution No. 3 (b)

“THAT Dr. Parris Lyew-Ayee be and is hereby elected a Director of the Company.”

(2)	 The Directors retiring from office by rotation pursuant to Article 102 of the Company’s Articles of Incorporation are Messrs. 
Courtney Campbell, G. Raymond Chang, Joseph Esau and Michael Ranglin who, being eligible, offer themselves for re-
election.

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

Resolution No. 3 (c)

“THAT the Directors retiring by rotation and offering themselves for re-election be re-elected en bloc.”

Resolution No. 3 (d)

“THAT Messrs. Courtney Campbell, G. Raymond Chang, Joseph Esau and Michael Ranglin 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.”
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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 2012 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: 6 March 2013 
	
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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In 2012 Jamaica celebrated its 50th year of independence with 
much to be grateful for, as did   GraceKennedy, which celebrated 
its 90th year of operations. Notwithstanding the challenges 
faced across our various markets and areas of operations, the 
Group performed creditably. The world economy continued to 
confront concerns associated with the European debt crisis and 
the slowdown of economic powerhouses such as China and 
India. The United States went through another election year 
with the economy still fragile. This was the backdrop for both a 
challenging year and a year of achievement. 

GraceKennedy ended the year on an excellent note, winning 
the Jamaica Observer Business Leader Corporate Award. The 
award recognised GraceKennedy for the depth, scope and 

quality of its impact since 1962. According to the newspaper, 
the Jamaica Observer, through the award, wanted to recognise 
the things that have gone right with Jamaica over the past 50 
years. 

Your directors are pleased to report that all business segments 
recorded growth in revenue. Group revenues for 2012 were 
$61.34 billion, representing a 5.4% increase over the prior 
year. This revenue increase was accompanied by a significant 
improvement in our net profits. The result was a 27.8% increase 
in net profit attributable to shareholders to $3.51 billion for 2012 
from $2.75 billion in 2011. Earnings per share increased by 
$2.19 to $10.52.

Stockholders’ Report

Douglas R. Orane, CD, JP
Chairman

Donald G. Wehby
Group Chief Executive Officer.
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Total assets grew by 6.2% to total $106.4 billion for 2012. This 
growth was financed largely by an increase in total equity of 
11.4% to total $34.1 billion.  In keeping with our objective to 
improve shareholder returns, the total dividends paid in 2012 
was $2.00 per share, compared to $1.50 in 2011, an increase 
of 33%.

The key areas of focus for your company during the year were 
growing our brands and our international footprint; innovation 
to drive revenue growth; managing our costs and better capital 
management, as well as continued focus on our customers and 
our employees. These, coupled with our commitment to be 
good corporate citizens drove our activities during 2012. 
We continued to pursue our vision of becoming a Global 
Consumer Group with our target being   earning revenues of 
15% from each of three continents, North America, Europe 
and Africa, and 50% of profits from outside of Jamaica.  Our 
Food brands recorded a 6% growth over 2011, with creditable 
growth in North America, Europe and Africa. We expanded our 
international footprint into Africa and increased our shareholding 
in our Central American subsidiary, GraceKennedy (Belize) 
Limited.
 
We sought to get closer to our customers by implementing a 
new rewards programme through our banking division as well 
as increasing customer access through the opening of our new 
Financial Services Centre in downtown Kingston with branches 
of First Global Bank Limited, First Global Financial Services 
Limited and Jamaica International Insurance Company Limited. 

Our employees, our most important asset, have made us 
proud. We continue to focus on developing our employees 
through leadership and technical training and building a culture 
of execution. 

We continued to contribute actively to the development of our 
communities through our foundations in the areas of education, 
sports and nutrition. In January of 2013, GraceKennedy was 
honoured by the Gleaner newspaper with the Gleaner Golden 
Award, given for our outstanding work in the field of, and our 
contribution to education in Jamaica during 2012. 
 
As Jamaica continues to go through an economic transition, we 
have confirmed our participation in the National Debt Exchange. 
While it is expected that this will have a short term adverse 
impact on profitability, it will not materially affect the financial 
position of the Group. The Board considered participation in the 
NDX to be in the best long term interests of the shareholders of 
GraceKennedy Limited. 

Mrs. M. Audrey Hinchcliffe retired from the Board on January 
8, 2012 and Mr. Mark Golding resigned on January 6, 2012 to 
take up the position of Minister of Justice in the Government of 
Jamaica. As part of the transition leading to the separation of 
the roles of Chairman and Chief Executive Officer, Mr. Douglas 
Orane assumed the new position of non–executive Chairman 
effective July 1, 2012, for a period of 18 months. Mrs. Gina 
Phillipps Black was appointed to the Board on February 8, 
2012 and Group Chief Financial Officer, Mr. Frank James was 
appointed a Director of the company, effective September 27, 
2012.

We thank you, our shareholders, for your confidence and 
support. We expect that 2013 will also be a challenging year; 
nevertheless, we see the challenges as opportunities and 
stepping stones to GraceKennedy’s achievement of its vision 
of becoming a Global Consumer Group. We are focused on 
growth organically as well as through acquisition and merger 
opportunities. We have the team and infrastructure with the 
appropriate risk mitigation in place to achieve our goals. Your 
support on this journey is acknowledged and much appreciated. 

Thanks to our directors and employees for their dedication and 
commitment.  To our consumers and customers, thanks for 
your support. We urge you to keep expecting more from us 
and to keep challenging us to improve. We are grateful for 90 
years and expect an even better future guided by the values of 
HONESTY, INTEGRITY AND TRUST. 

Douglas R. Orane						   
Chairman

Don G. Wehby						    
Group Chief Executive Officer

February 28, 2013
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Disclosure
The management of GraceKennedy is responsible for the 
integrity and objectivity of the information contained in the 
Management Discussion and Analysis (MD&A). The information 
presented was also reviewed by the Group’s Audit Committee 
on behalf of 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.  It was 
founded on February 14, 1922.  GraceKennedy Limited is the 
parent company of a Group of subsidiaries operating mainly 
in the food and financial services industries.  The Group’s 
operations are structured as follows:

•	 GraceKennedy 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 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 as well as 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 
subsidiary on the Jamaica Stock Exchange engaged 
in the retail and wholesale of building materials, 
home improvement supplies, household items and 
agricultural products.  Hardware and Lumber operates 
within Jamaica.

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.

•	 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.
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Performance Measurement
Our Executive Committee utilises the balanced scorecard tool 
to evaluate and monitor Group performance. The balanced 
scorecard as applied in GraceKennedy focuses on Financial, 
Customer, Internal Processes 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 competitive return on equity. 

•	 Consumer: Critical to our strategy is our customer 
focus which is central to the delivery of our products 
and 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 
strengthening 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.

Key expectations for 2012 – 
How did we do?
We indicated our key expectations for 2012 in 2011’s Annual 
Report and we are pleased to indicate that we had successes. 
These were not all accomplished to the level we desired, but we 
are encouraged by the performance to date. The table outlines 
the status of these goals during 2012.

2012 Report Card - 
Goals

Status

Growth in our UK 
business

The business experienced excellent returns 
in 2012 and we are confident of continued 
growth in 2013.

Establishing a 
presence in Africa

We have launched in Ghana, with a number 
of our products in the trade. A distributor 
has been appointed to represent the brand.

Product launches in 
financial services

We launched new products and initiatives 
within the division. We are pleased to report 
increased cross-selling and the innovative 
Microinsurance product, “InsureIt”.

Working capital 
management

We had success in 2012 as evidenced by 
improvement in inventory levels (up 0.7%) 
and receivables (up 0.2%) relative to sales 
(up 5.4%).

Improved capital 
allocation

We increased the return to our 
shareholders (increased 1.4 percentage 
points) and improved our management of 
capital across the Group.

Strengthen domestic 
food business

Domestic foods continued to grow despite 
the challenging environment.

Financial Performance
For the financial year ended December 31, 2012 the company 
reported net profit attributable to shareholders of $3.51 billion, 
an increase of 27.8% compared with the prior year. This was 
derived from revenue of $61.34 billion, which when compared 
with prior year, grew by 5.4%. Earnings per share increased by 
$2.19 to $10.52. Supporting this revenue growth were assets 
of $106.38 billion, representing a growth of 6.2% for the year. 
Financing these assets were liabilities of $72.27 billion, which 
increased 3.9%; and capital of $34.11 billion, exhibiting growth 
of 11.4%. Capital comprises shareholders’ equity of $32.77 
billion and non-controlling interest of $1.33 billion. Return on 
equity for 2012 was 11.3% compared to 9.8% for 2011.
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Profit & Loss Analysis 
The Group’s revenue growth was primarily 
driven by the GK Foods division which 
accounted for 67% of the $3.1 billion 
increase in revenue. Money Services 
and the Insurance divisions recorded the 
strongest percentage growth in revenue, 
7.7% and 9.1% respectively. All divisions 
recorded growth in revenue. Expenses 
grew 5.8%, primarily due to increases in 
staff costs, cost of sales, marketing and 
insurance costs. The rise in marketing 
expense was largely attributable to 
additional spend associated with 
our 90th anniversary, Jamaica’s 50th 
anniversary of Independence and the 
Olympics. The   rise in staff costs is 
attributable to   pension-related matters, 
accounting for 33% of the increase. The 
Group’s finance cost declined by 9% 
due to lower borrowings and reduced 
interest cost on existing loans. The 
Group’s share of profits from associates 
rose 12%.

Balance Sheet Review

During 2012, the 6.2% expansion 
in our asset base was driven by our 
financial services division, with a 16.5% 
increase in loans receivable and an 
11.5% increase in investment securities. 
This expansion in loans receivable was 
driven by growth in our loan portfolio.  
The Group’s inventory management 
improved given increased sales of 5.4% 
with marginal growth in inventories and 
receivables of less than one percent. 
The Group’s cash was utilised to finance 
these asset purchases resulting in a 
decline of 10.8%. The Group’s fixed 
assets grew 5.2% to total $7.25 billion 
for the year 2012. 

Total asset growth was financed 
predominantly by capital, which 
accounted for 56.4% of the increase. 
Liabilities accounted for the remainder, 
driven by deposits and payables. 
Deposits grew by 15.1%, which 

supported the larger loan portfolio 
of our banking segment. Borrowings 
declined by 12.5%, indicative of the debt 
reduction strategy of GK Foods division 
and its parent company. The Group’s 
capital growth was driven by a 14.5% 
increase in retained earnings. 

Shareholder Return

GraceKennedy’s stock price recorded a 
20.6% decline during 2012 to close the 
year at $50.01 on the Jamaica Stock 
Exchange after opening at $62.99. The 
Group increased its dividend payment 
during the period by 35% or $171.06 
million to total $665.94 million resulting 
in a dividend yield of 3.2%. 
The stock as at December 31, 2012 
traded at a price earnings multiple of 4.75 
times on the Jamaica Stock Exchange, a 
decrease over the 2011 multiple of 7.56.  
The stock as at December 31, 2012 
traded at 51% of its book value per share 
of $97.75, compared to 71% for 2011. 
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Segment Analysis
During 2012, four of our five segments recorded growth in profit 
before tax with Grace Foods having the largest increase of 32%. 
The banking and investments segment recorded a profit before 
tax decline of 29%. While the GK Foods division accounted for 
the majority of revenue, the GK Financial Group accounted for 
66% of profit before tax, compared to 69% in 2011. This decline 
resulted from an improved performance in the food division and 
the fall in the banking division’s profit. 

GK Foods Division 
2012 was a challenging yet rewarding year for GK Foods.  We 
have continued to leverage our diverse geographical presence 
to identify and execute on opportunities worldwide, while 
navigating a challenging economic environment.  

There were opportunities in the year to open new channels and 
markets. Our existing markets faced the challenges of rising 
food prices and restrained consumer spending. As a team, we 
placed our emphasis on new distribution channels in Jamaica, 
Canada and Belize while new consumer groups were targeted 
in the US, UK and Ghanaian markets.

The result was that in spite of turbulent market conditions, we 
realised a small but important increase in revenues, from our 
brands sold worldwide, when compared to 2011.  Operational 
profits on the other hand, were up over 30%, as our productivity 
levels improved.

While food prices continued their upward trend, two other 
issues affected the majority of the markets. These related to 
currency fluctuations and the rising cost of energy.  In the case 
of the former, our level of diversification allowed us to end in 
a favourable position overall. However, prices in our main 
Jamaican market were under constant pressure, with suppliers 
pressing for more and consumers pushing back.  In the case 
of energy, we have continued to find ways to reduce overall 
consumption. Nevertheless, with rising unit costs, the actual 
cash spent on energy has increased.  With the exception of 
these two areas our expenses were largely kept under control.

One of the clear positives was that we continued to achieve 
solid growth in our UK, North American and Central American 
businesses.  In the UK, we were recognized by two major retail 
chains – Tesco and Sainsbury – for our service to them in the 

Contribution to Pre-Tax Profit by Segment (JA $ Millions) 
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World and Ethnic Foods category.  In the US, in particular, we 
continue to carve out our place in the wider mainstream market 
using our Grace Tropical Rhythms & Grace Coconut Water 
as lead products.  We enjoyed strong brand growth in Belize 
and deepened our involvement in that market by acquiring the 
remaining shares of our subsidiary in Belize to make it a wholly 
owned subsidiary. 

In Jamaica, we focused our efforts on the management of 
our operating efficiency, working capital, and service to our 
customers and consumers.  Our 90th anniversary, Jamaica 50 
celebrations and our involvement with the Jamaican athletes 
who competed in Olympics 2012 provided many and varied 
opportunities to engage with our Jamaican and other consumers 
in all markets. This was an intensely rewarding time for us and 
the team members who worked long and hard to make sure 
everything went well.  We were also recognized by the Jamaica 
Observer, winning the prestigious Jamaica Observer Lifetime 
Achievement award 2012 for years of contribution to the Food 
Industry in Jamaica.

We deepened our participation in local agriculture by forming 
strategic partnerships with a group of farmers who have 
the expertise to grow, in particular, peppers to support the 
production of sauces and seasonings for local & international 
markets. We look forward to years of solid business with them.

In the case of our North American business, 2012 is likely to 
be the last year that the relatively familiar rules that govern the 
entry of food products from Jamaica and other countries, to the 
USA, will apply.  By the end of 2013, new US Food and Drug 
Administration (FDA) rules will govern this process. We therefore 
spent the major part of 2012 getting our internal factories and 
the supplier community ready to comply.  The expectation is 
that these rules will come into effect sometime during 2013.  

As we extended our distribution across to the west coast of the 
USA and Canada, we sought to secure the best talent possible 
along with the best distribution partners.  These actions have 
helped us lay the foundation to achieve growth in the years to 
come in these relatively sophisticated markets.  Our keen focus 
on growing our international food business was recognised 
once again by the Jamaica Exporters Association (JEA), who 
awarded us the Governor General’s Champion Exporter Cup.

Our employees continue to be our greatest resource and Grace 
Food Processors Division demonstrated our commitment 
to employee engagement by winning a sectional prize 
“Manufacturing for Excellence in Human Resource Focus” 
from the Bureau of Standards Jamaica at the National Quality 
Awards 2012.  In addition, the team at our Dairy Industries 
plant secured the FSSC: 22000 Certification in Food Safety 
management systems.  During 2012, we launched an 
Intrapreneurship programme with a view to learning how to 
enhance and harness the creativity of our staff and focus same 
on building our business for the future.

The challenge across all markets will be the continued pressure 
on food prices and operating costs.  Our efforts to develop 
new products, serve our target markets and maintain robust 
cost control will continue to be priorities.  We are optimistic that 
our diversified operating base will continue to yield the type of 

results the business needs as we serve the consumer demand 
for Jamaican and Caribbean foods across our target markets.

Hardware & Lumber Limited
Hardware & Lumber Limited recorded a profit for 2012. This 
represents the third consecutive year of profitability. The 
improved performance was delivered through improved 
product mix, more effective promotions as well as better margin 
and inventory management. All segments recorded improved 
performance. Retail and Agriculture segments delivered a 
142.1% and 28% improvement in pre-tax profits respectively, 
while losses in the Wholesale segment were reduced by 2.9%. 
Our retail segment made a return to operational profitability. 
Management took the decision to convert our foreign currency 
loans to reduce our exchange losses. In addition inventory levels 
were reduced by 14%, coupled with a decline in receivables, as 
there was special focus on working capital management.
We will continue to focus on improving our customer experience, 
achieving operational efficiencies and strengthening our 
partnership with our suppliers and stakeholders.

GK Financial Group 
2012 was a challenging year for the GK Financial Group (GKFG). 
Revenues increased, but profit before tax declined compared to 
2011. GKFG, through its subsidiaries, faced a local economic 
environment characterized by declining business and consumer 
confidence and higher taxes on financial institutions in 2012. 
The absence of an IMF agreement also contributed to market 
uncertainty. Despite this, the money services and insurance 
segments were able to grow revenues at 7.7% and 9.1% 
respectively over 2011. 

Banking and Investments
The banking and investments segment achieved mixed results 
in 2012. While First Global Bank (FGB) reported an increase in 
operating income over the year, higher operating costs, mainly 
staff related, negatively impacted profit growth. In addition to 
growth in deposits and loans, FGB was able to improve its loan 
quality during the year as non-performing loans as a percentage 
of total loans decreased from 4.8% as at December 31, 2011 
to 4.5% as at December 31, 2012. During the year, FGB won 
the Best Banking Group in Jamaica award from the prestigious 
World Finance Magazine. Performance at First Global Financial 
Services (FGFS) was mainly impacted by lower net interest 
income, foreign currency gains and trading income. A focus on 
efficiency represented a critical area for the segment. This has 
included the implementation of new technology to increase our 
efficiency and enhance our service delivery to our customers.

Insurance
During the year, the general insurance industry experienced 
higher than usual motor vehicle claims. Despite those 
challenges, Jamaica International Insurance Company (JIIC) 
reported credible profits through growth in premium income 
and investment income. Allied Insurance Brokers (AIB) was able 
to increase profits over 2011 through growth in commission 
income and foreign currency gains.

Money Services
GraceKennedy Money Services (GKMS) had a good year as 
revenues and pre-tax profits exceeded prior year performance. 
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GraceKennedy Remittance Services (GKRS) recorded growth 
in transactions and maintained its dominant position in the 
remittance industry. GKRS continues to be committed to 
fulfilling its regulatory requirements and implemented new 
security measures during the year to mitigate the threat of any 
illicit activities. Our cambio business experienced an increase in 
transaction volumes during the year mainly due to an aggressive 

selling initiative employed throughout the agency network. We are 
committed to offering value to our customers through innovative 
service delivery channels and with the recent publication of the 
Guidelines for Electronic Retail Payment Services by the Bank 
of Jamaica, we anticipate new opportunities in service delivery 
for retail payments.

Geographical Revenue Analysis

Geographical Area (J$'000) 2009 2010 2011 2012

Africa  1,650  9,431  12,373  41,269 

North America  6,353,666  6,408,850  7,096,447  7,793,387 

Europe  8,099,574  7,993,787  8,972,939  9,330,781 

Jamaica, Caribbean and other  42,951,525  40,906,340  42,134,973  44,174,831

Total  57,406,415  55,318,408  58,216,732  61,340,268 

The strategy is to become a Global Consumer Group and 
Regional Financial Group. As such,   our focus continues to 
be on growing outside Jamaica while maintaining our presence 
and strength in our home market.

The year 2012 saw the Group continue to drive the strategy of 
growing revenues outside Jamaica. This objective was achieved 
marginally, with markets outside Jamaica representing 34% of 
revenue compared to 33% in 2011 (32% in 2010).  This growth 
in the overseas market is driven by our GK Foods division which 
accounts for 84% of the revenue outside of Jamaica.

The table highlights that Jamaica, the Caribbean and other 
countries recorded 5% growth over 2011. Africa has shown 
remarkable growth with an average growth rate over the last 
3 years of 192%. North America continues to perform; growth 
over 2011 was 10%. During 2012, we targeted the West 
Coast of the United States as an area of emphasis. Europe has 
recorded average annual growth over the last 3 years of 5%. 
Grace Foods UK continues to drive the growth of our revenues 
in this region.

Brand Recognition
Sales Growth 2010 2011 2012 CAGR 3YR

Grace Brand 3.6% 12.5% 6.9% 6.8%

Grace-Owned 11.7% 4.6% 2.6% 5.2%

Total 5.8% 10.3% 5.7% 7.0%

The growth of our brands is an important component of our 
long term strategy and is captured in our balanced scorecard 
under the Customer and Internal 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 
GK Foods division. The table indicates the historic performance 
of our brands which has averaged 7% growth over the last 3 
years driven by the popularity of our Grace Brand.

Highlights: 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 5.7% overall, with the Grace Brand 
growing 6.9%.  Grace-owned brands grew by 2.6%.

Our Team
The demographics of the Group have indicated a steady shift 
in the gender ratio. The staff complement is now comprised of 
mostly females, while there is a prominence of Generation “X” 
and “Y” at all levels. Today we have a 50/50 ratio of males and 
females at the management levels, and 45% of the Executive 
and Business Unit Head positions are held by females. We 
are focused on developing a GK Employee Value Proposition, 
through the channels of outreach initiatives to acknowledge and 
support the development and welfare of our employees.

Engagement
We sought to engage the members of our team through various 
initiatives. One such initiative was the formation of a Social 
Media Transformational Committee. It comprised our young 
talent, with the objective of the committee being to rejuvenate 
our connection with our consumers and customers.  A series 
of focus groups were conducted with this target group to learn 
more about their intrinsic motivational triggers and how the 
company has measured up in meeting their expectations.

Talent, Learning and Innovation
Our continuous focus on Executive Succession was showcased 
through the internal appointments of five Business Unit Heads 
in the Retail, Sales & Distribution and Insurance sectors of 
the Group, two of whom were participants in GK’s Senior 
Leadership Development Programme during the year.   

Thirty-two supervisors and middle managers graduated from 
our Supervisory Development Programme, having met one 
of the most critical criteria to successfully implement their 
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projects within their respective Business Units. Two new 
programmes were launched in 2012:

•	 The Accelerated Development Programme for 
persons with no more than three years’ working 
experience. 

•	 An Internship Programme with the aim of providing 
one year’s working experience to recent graduates 
of tertiary institutions.  The interns are slated for on-
boarding during the first quarter of 2013.

It is recognised that the number of national and international 
awards bestowed upon the Group during the year would not 
have materialised without the dedication and commitment of 
our people across the world.

GraceKennedy’s mantra “We Care” symbolizes who we 
are as a corporate entity. This sentiment continues to be 
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 Group. 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, 
the Inter-Secondary Schools Sports Association (ISSA)/
GraceKennedy Boys’ and Girls’ Championships with the 
signing of a new six year contract for sponsorship of the 

event. We are proud of our involvement, which speaks to 
our investment in sport, youth and nation building. We also 
continued with our sponsorship of cricket, signing on to 
support the Jamaica Cricket Association in their efforts, 
through food sponsorship of the national teams, while in 
camp.  We proudly sponsored High School cricket competition 
through ‘The Grace Shield’.  We supported the Jamaica 
team in their journey to the Olympics by taking care of their 
nutritional needs including the provision of an official chef.  We 
congratulate our Brand Ambassador Shelly-Ann Fraser-Pryce 
on her success at the Olympics. 

GraceKennedy does not only promote sports programmes 
externally, but also develops an appreciation for sports and 

Corporate Social Responsibility

General Manager, Grace 
Foods and Services, Robert 
Walker and members of the 
Grace Foods Team show 
they care to the Morant Bay 
Infirmary after the passage 
of Hurricane Sandy.
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team spirit within the Group of Companies, through the 
staging of different inter-company events by the Sports, 
Arts and Culture Department (SPARC).  The GraceKennedy 
Football team emerged second in the Business House 
Division 2 competition, advancing to Division 1 of the League. 
GraceKennedy’s netballers won the trophy for the Most 
Disciplined Team at Winners Sports Club Invitational Netball 
Rally in Miami on November 17, 2012. 

GraceKennedy Foundation: Last year marked the 30th 
anniversary of the GraceKennedy Foundation.  
In 2012, the Foundation continued to focus on the environment 
and education, primarily through the provision of grants to 
charitable organizations; its scholarship and bursary programme; 
the funding of two Professorial Chairs at the University of the 
West Indies and its Annual Lecture Series.

•	 Significant anniversaries like these trigger retrospection, 
introspection as well as visioning for the future. Mr. 
James Moss-Solomon presented the Foundation’s 
annual lecture entitled “Jamaica and GraceKennedy, 
Dreams Converging, Roads Diverging”.

•	 As part of GraceKennedy’s 90th anniversary 
celebrations, Group Chief Executive Officer, Don 
Wehby, announced the establishment of two tertiary 
scholarships in honour of Rafael Diaz and Douglas 
Orane, former Chairmen and CEOs of the company. 
This increased the number of prestigious scholarships 
that are administered by the Foundation to seven. Our 
scholarship and bursary programme assisted over 73 
students in 2012.  

•	 The Foundation provided 19 grants to a variety of 
organizations, including community-based, Non-
Governmental Organisations (NGOs) and Secondary 
Schools. 

Grace and Staff Community Development Foundation: 
The Grace and Staff Community Development Foundation 
continued its mandate to improve the lives of the vulnerable 
in our society. Given the plight of the youth in our underserved 
communities, most of the Foundation’s resources were 
channelled into the development and continuation of social and 
educational programmes, designed to prepare the young people 
to surmount the various obstacles to become well - adjusted 
and productive members of society. The implementation of 
these programmes was made possible through international 
grants, staff contributions, fundraising and the investment 
of time by volunteers. The major achievements for 2012 are 
highlighted below: 

•	 The USAID project will provide well-needed computer 
facilities and other resources to enhance the learning 
capabilities of over 400 at risk youth at the foundation’s 
four educational centres in Kingston and Spanish 
Town. 

Prof Marvin Reid, UWI 
Tropical Research Institute, 
(GraceKennedy Foundation 1983 
Scholar), cutting the ribbon of 
the Teaching Aid Microscope 
donated by the GraceKennedy 
Foundation to the Institute. The 
microscope is being presented 
by Executive Director of the 
Foundation, Caroline Mahfood.

Group CEO, Don Wehby 
greets 103 year old Parade 
Gardens resident, Leon 
Williams, while on Grace 
and Staff’s Christmas Treat.
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•	 Western Union, our money remittance partner, focused 
on installing 12 computers at the educational centre 
in Spanish Town and engaging 34 unattached youth 
in training programmes at HEART NTA. This was to 
assist them to develop skills in Food Preparation and 
Cosmetology to enhance their employment potential. 

•	 The fourth staging of the GK Education Run saw its 
largest number of participants as approximately 5,000 
runners and walkers converged to complete the 5K 
journey as they contributed financially to also facilitate 
the educational journey of the 400 students aspiring 
for tertiary education. Several corporate entities also 
contributed to the success of the event.

•	 The investment in the youth proved to be a worthwhile 
venture as the students again did the Foundation 
proud. Over 60% of students who sat the CXC 
examinations attained between four and ten subjects 
and advanced to sixth form and tertiary institutions. 
The CAPE results were even more encouraging with 
an approximate 90% success. At the tertiary level, 13 
beneficiaries successfully completed their studies. This 
included a scholarship recipient at Kettering University 
in Michigan, USA, who graduated Magna Cum Laude 
and was awarded a second scholarship to pursue a 
Masters degree in Business Administration.

•	 The students’ success went beyond academics, as 
the LICK Photography Club copped its seventh JCDC 
award in the national visual arts competition. The club 
started in 2006 and provides a medium for creative 
expression, exposure and career development.

Risk Management & Internal Controls 
Risk is inherent in all business activities. It is not always possible 
or indeed desirable to eliminate all risk in developing and 
executing business strategies. However, there are some risks 
that can and should be managed.  It is therefore critical that 
all events, whether they are risks or opportunities, are properly 
identified, measured and managed in order to minimise losses 
and maximise opportunities. 

In 2012, the GraceKennedy Risk Management Framework 
(RMF) was re-designed and implemented to reflect the 
Group’s desire to pursue Enterprise-Wide Risk Management.  
It provides a common basis for the identification, assessment, 
management, monitoring and reporting of risk on a continuous 
basis.  Elements of the RMF include:

•	 A Risk Policy that governs the management of the 
Risk Management Framework and outlines the risk 
management responsibilities of the GraceKennedy 
Board of Directors, Audit Committee and Management

•	 The Risk Assessment Reporting Standard that 
identifies the mandatory requirements relating to risk 
assessment and mitigation 

•	 The Risk Assessment Guidelines that outline how all 
areas of the business must identify, evaluate, manage, 
monitor, and report on risks on an ongoing basis 

•	 A GraceKennedy Risk Appetite Statement that 
defines the boundaries within which the Management, 

Executive Committee and Board of Directors will 
pursue the strategic objectives of the Group

•	 The requirements for the reporting of material risks 
to the GraceKennedy Executive Committee, the 
Business Unit Audit Committees, the Group Audit 
Committee, and the Board of Directors

•	 Various methodologies of providing assurance to the 
Audit Committee and Board about the maintenance 
of internal controls; including formal reporting by 
company executives on topical risk and control issues, 
control self-assessments and the results of internal 
and external audit reports

Group Internal Audit

A key component of effective risk management is the operation 
of an effective and independent internal audit function.  The 
efforts of the Group Internal Audit Department have been 
recognized for its successful completion of its External Quality 
Assessment by the Institute of Internal Auditors.  Over the 
past year, extensive controls testing and remediation involving 
almost 2,000 controls and approximately 100 audits were 
completed as a result of the comprehensive risk reviews and 
normal operational, financial and compliance reviews led 
by Internal Audit and Risk Management functions.  These 
exercises covered the key strategic business and services units 
and resulted in enhanced risk identification, assessment and 
mitigation. 

The implementation of an Enterprise-Wide Risk Management 
Framework is an iterative process that the Board and Executive 
are committed to pursuing, as it is felt that by managing the 
major risks and challenges which may affect the Group’s 
strategy, GraceKennedy will also be able to fully leverage the 
opportunities that come with them. 

Risk Assessment

GraceKennedy operates in various geographical regions across 
several industries. Risk 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 food manufacturing and distribution and financial services 
sectors. These areas have their own unique risk considerations. 
The major risks affecting the Group are operational, insurance, 
credit, liquidity, market, currency and interest rate.

Operational Risk

Operational risk is the risk of loss resulting from inadequate or 
failed internal processes, people and systems or from external 
events. Some examples of operational risk are fiduciary or 
disclosure breaches, technology failure and environmental 
risk.  The Group’s Risk Management Framework supports the 
mitigation of Operational Risk by establishing the standards for 
assessment, management, monitoring, and the provision of 
assurance that the risk and internal controls frameworks are 
operating as intended.  Each subsidiary is required to maintain 
a comprehensive Business Continuity Plan to ensure that in the 
event of a hazard that disrupts operations, the business will 
recover in the shortest possible time.  The Group ensures that 
all employees are held accountable for managing the risk and 
internal control environment with regular audits by our Internal 
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Audit Department.  Employees are also empowered to raise 
concerns of breaches of policies and procedures through an 
independent whistleblowing protocol.

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. 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.  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 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.

“We Are The Champions” - GraceKennedy Group CEO, Don Wehby joins GK Corporate, 
the  winners of the 90th Anniversary GK Quiz Competition in celebrating the team’s victory.  
Members of the winning team (from left) are Stacey Ann Gray, Jacqueline Thompson and 
Cheridal Blackwood (Captain).
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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.

The outlook for 2013 and GraceKennedy’s future strategic 
approach continue to be driven by the goal of becoming a 
Global Consumer Group and a Regional Financial Group.  
Jamaica, our home base continues to go through economic 
transition; we have confirmed our participation in the National 
Debt Exchange (NDX).  While it is expected that this will have 
a short term adverse impact on profitability it will not have a 
material impact on the financial position of the Group, and 
it was thought to be in the best long term interests of the 
shareholders of GraceKennedy Limited and necessary for the 
long term success of Jamaica to participate in this exchange. 
It is expected that the Government of Jamaica will use the 
opportunity provided by the overwhelming support of the NDX 

to put in place those measures which will assure the economic 
reform necessary for the country.  We are cognizant of the 
challenges across the world, hence a core part of our strategy 
is to grow and diversify our revenue base geographically and 
across targeted product segments.

The Group’s 2020 Campaign Map outlines the four pillars of 
success:

1.	 Growth and Sustainability

2.	 Customer Centricity and Innovation

3.	 Operational Excellence

4.	 Performance Driven Organisation

Growth and Sustainability
In 2013, GraceKennedy will continue to pursue growth 
while strengthening existing operations both in Jamaica and 
internationally.

In GK Foods division, focus will be placed on expanding the 
appeal and recognition of our brands beyond our core diaspora 
segments.  Major efforts in this regard will be undertaken in 
North and Central America, Europe and Western Africa.  As 
the Jamaican economic environment continues to present 
challenges, the main goal will be to provide improved value for 
our consumers.

In financial services, domestically we will continue to improve the 
competitive position of our banking & investments, insurance 
and money services businesses.  Regional opportunities will 
also be sought in these industries across the spectrum from 
greenfield, joint ventures and other strategic partnerships, to 
mergers or acquisitions.

GraceKennedy Group CEO, 
Don Wehby, with SPARC 
2012 Sports Personality 
and Runner-up Sports 
Personality, Elaine Maxwell 
and Marlon Ferguson.
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The Group also recognises that as regional and international 
activities continue to expand, the need to build international 
expertise and core capabilities becomes more important.  
Consequently, 2013 will see additional resources being invested 
to achieve these objectives.

Customer Centricity and Innovation
The Group will continue to develop and launch new products 
that better meet the needs of our consumers.  In order to 
improve our understanding of these needs, 2013 will also see 
the introduction of new programmes to obtain information and 
engage our customers and consumers.

GK Financial Group’s emphasis on cross-selling during 2012 
has shown early success and will be sustained in 2013.  The 
opening of a financial centre in downtown Kingston was an 
illustration of our ability to provide one-stop financial services 
solutions.  Similarly, cross-selling introduces existing and 
potential clients to the full range of products and services that 
we offer.

Operational Excellence
Delivering value to customers as well as shareholders requires 
efficiency and operational excellence.  GraceKennedy will 
continue to strengthen operational excellence by ensuring 
that our processes are carried out by the right team using the 
right tools.  Investment in technology will be a major driver.  
An example of this is the US$6 million implementation of new 
technology, already launched at First Global Financial Services 
with First Global Bank expected to also come on stream in 
2013.

Performance Driven Organisation
Developing and maintaining a culture that places a high value on 
execution and personal accountability remains a key success 
factor. Therefore GraceKennedy will continue to align its 
employees with the strategy and vision, build leaders at all levels 

of the organisation and ensure accountability with appropriate 
reward and recognition for adherents to this philosophy.  The 
aim remains doing things right the first time, on time and within 
budget.

Key Expectations for 2013

•	 Having established footholds in continental Europe and 
Western Africa, 2013 will see expansion of our Food 
business in these markets.

•	 Food business revenues will also be increased outside of 
the traditional diaspora base in North America, with new 
capabilities being developed to support this growth in 
terms of marketing and consumer insight, supply chain 
and distribution. The target is the continued development 
of the business on the West Coast as well as specific 
product classes.

•	 New investments in technology, combined with a cross-
selling approach, will lead to products and services that 
add increased value for the clients of our financial services 
businesses.

•	 Jamaican operations will be strengthened, placing them in 
a better position to respond to competition, changes in the 
economic environment and the needs of our customers.

•	 As these various initiatives are undertaken, improved 
capital management processes will ensure that resources 
are directed where they will result in the best return for 
shareholders and best positioning of the Group to compete 
over the long term on a global basis.

The Group looks forward to a year that, while likely to be 
challenging, offers rich opportunities for executing on the 
strategic plans of our various operating units, strategies 
designed to achieve the Group’s 2020 vision and other medium 
to long term goals in the aggregate.

Thousands came out to run 
to help  fund educational 
programmes for inner city 
youth at the GraceKennedy 
Education Run 2012.



21 GraceKennedy Limited | Annual Report 2012

Board of Directors

Douglas R. 
Orane, CD, JP

Chairman

Donald G. 
Wehby

Group Chief 
Executive Officer

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

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

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

Courtney O. St. A. 
Campbell, JP

Chief Executive 
Officer, GK Financial 
Group Division

As at March 6, 2013



22GraceKennedy Limited | Annual Report 2012

Everton L. 
McDonald 

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

Parris Lyew-
Ayee, Jr 

Senior Lecturer 
and Director 
of the Mona 
GeoInformatics 
Institute of the 
University of the 
West Indies, 
Jamaica as 
well as Head of 
the University’s 
Department of 
Geography and 
Geology

Frank A. R. 
James 

Group Chief 
Financial Officer

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

Michael K. A. 
Ranglin

Chief Executive 
Officer, GK Foods 
Division



23 GraceKennedy Limited | Annual Report 2012

Senior Management
Corporate Office

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, JP 
Chief Executive Officer, GK Financial 
Group

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

Cassida A. Jones 
Group Chief Human Resources Officer

Andrew  Messado 
Group Comptroller

Cathrine Kennedy 
Chief Risk Officer

Derric A. Gregory 
Chief Audit Executive

Stephen Phillibert 
Head of Corporate Planning & Strategy

Simone Clarke-Cooper 
Corporate Communication Manager

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

Andrew Ho
Head of Strategy & Support Services

Stanley Beckford
Chief Risk Officer

Directors & Corporate Data

Directors
Douglas R. Orane, CD, JP 
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

Frank A. R. James

Parris A. R. Lyew-Ayee, Jr 

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) Limited

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

as at March 6, 2013

as at March 6, 2013



24GraceKennedy Limited | Annual Report 2012

Anthony Lawrence, JP
Global Brand Manager

Howard Pearce
Divisional Chief Financial Officer

Zak Mars
Chief Supply Chain Officer

Dairy Industries (Jamaica) Limited
Simon Roberts
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
Executive Director - Grace Foods 
International Division

Oral Richards
General Manager – Hi-Lo Food Stores 
Division

Dianne Robinson
General Manager – National Processors 
Division

Tamara Garel
General Manager – World Brands 
Services Division

Orville Palmer
(Acting) General Manager - Grace Agro 
Processors

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
Ryan Mack
Managing Director

Enco Products Limited
Andy Coult
General Manager

Funnybones Food Service Limited
Andy Coult
General Manager 

GK Financial Group

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

Andrew C. Levy
Regional  Director – Insurance Services

Andrew Leo-Rhynie
Vice President – Strategy

Gavin Jordan
Divisional Chief Financial Officer

Allied Insurance Brokers Limited 
Amanda Beepat
General Manager

EC Global Insurance Company 
Limited
Leathon B. Khan
General Manager

First Global Holdings Limited
Courtney O. St. A. Campbell, JP
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

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

GraceKennedy Remittance Services 
Limited
Joan-Marie Powell, JP
Managing Director

Michelle Allen
Chief Operating Officer

GraceKennedy Remittance Services 
(Guyana) Limited
Coleen Patterson
Country Manager

GraceKennedy (Trinidad & Tobago) 
Limited
Ronald Thompson
Country Manager

Jamaica International Insurance 
Company Limited
Grace Burnett
Managing Director

Signia Financial Group Inc.
Paul Ashby
Chief Executive Officer

Trident Insurance Company Limited
H. C. Algernon Leacock
Managing Director



Ex
ec

ut
iv

e 
M

an
ag

em
en

t

Don Wehby
Group Chief 
Executive Officer

Cassida Jones
Group Chief Human 
Resources Officer

Michael 
Ranglin
Chief Executive 
Officer, GK Foods

Courtney 
Campbell, JP
Chief Executive 
Officer, GK Financial 
Group

Frank James
Group Chief 
Financial Officer

Karen Chin 
Quee Akin
Chief Corporate 
Secretary / Senior 
Legal Counsel

Ryan Mack
Senior General 
Manager - 
International 
Business East



26GraceKennedy Limited | Annual Report 2012

BOARD OF
DIRECTORS

GK FOODS

HARDWARE 
& LUMBER 

LIMITED
GK

FINANCIAL
GROUP

GROUP CEO

CORPORATE 
FINANCE &

ACCOUNTING

GROUP
SECRETARIAT

& LEGAL

RISK
MANAGEMENT

CORPORATE
COMMUNICATION

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 Remittance Services Limited

GraceKennedy Remittance Services 
(Guyana) Limited 

GraceKennedy (Trinidad & Tobago) Limited

Grace  Kennedy Currency Trading 
Services 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 Insurance Brokers Limited

First Global Leasing Limited

Knutsford Re

Signia Financial Group Inc.

Trident Insurance Co. Limited

EC Global Insurance Company Limited

Organisational 
Chart



27 GraceKennedy Limited | Annual Report 2012

SHAREHOLDINGS
OF DIRECTORS
As at December 31, 2012

Ordinary Stock Units of no par value

Douglas R. Orane* 7,092,534

Donald G. Wehby*   2,920,646

Gordon K. G. Sharp* 862,997

Michael Ranglin 522,699

Frank A. R. James 283,680

Courtney Campbell 255,642

Gordon V. Shirley 131,965

Joseph Esau* 71,965

Mary Anne Chambers 11,965

G. Raymond Chang 11,965

Everton McDonald 11,965

Gina Phillipps Black 11,965

Total 12,189,988

*Includes stockholdings of connected persons

SHAREHOLDINGS OF EXECUTIVE 
COMMITTEE MEMBERS
As at December 31, 2012

Ordinary Stock Units of no par value

Donald G. Wehby*   2,920,646

Michael Ranglin 522,699

Frank A. R. James 283,680

Courtney Campbell 255,642

Ryan Mack 212,540

Cassida Jones 195,027

Karen Chin Quee Akin 171,277

Total 4,561,511

*Includes stockholdings of connected persons

STOCKHOLDERS’
PROFILE

31/12/2012 
Stock Units

%

Private Individuals  99,154,377 29.57%

Insurance Companies, Trust 
Companies & Pension Funds

 
105,062,047 31.33%

Private Companies  32,713,783 9.76%

Public Listed Companies  6,448,120 1.92%

Investment Companies/Unit 
Trusts  44,203,229 13.18%

Others  27,927,423 8.33%

Directors & Senior Managers  12,768,832 3.81%

Nominee Companies  7,040,803 2.10%

335,318,614 100.00%

TOP TEN (10)
STOCKHOLDERS
As at 31 December 2012

NAME

ORDINARY 
STOCK 
UNITS

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

2.	 GraceKennedy Limited Pension Scheme  15,064,157 

3.	 FCIB (Barbados) Limited A/c C1191  15,008,702 

4.	 Luli Limited  14,874,208 

5.	 National Insurance Fund  14,096,585 

6.	 Sagicor PIF Equity Fund  12,154,338 

7.	 Inv. Nom.Ltd A/C Las Henriques et al S/F  8,661,138 

8.	 Douglas Orane  6,796,556 

9.	 Michele Marie Stewart  6,565,572 

10.	 Jamaica Producers Group Limited  5,547,483 
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Board Of Directors

1.	 Elsa Leo-Rhynie - Chairman 

2.	 Philip Alexander	  

3.	 Sandra Glasgow

4.	 Noel Greenland 

5.	 Cathrine Kennedy

6.	 Fay McIntosh 

7.	 James Moss-Solomon	 

8.	 Radley Reid 

9.	 Professor Elizabeth Thomas-Hope

10.	 Hilary Wehby

11.	 Caroline Mahfood - Secretary/Executive Director
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1.	 The Directors are pleased to present their report for the 
year ended 31 December 2012. 
 
Consolidated Group Profit Before Tax was 
$4,077,609,000. 
 
Consolidated Group Net Profit After Tax Attributable 
to Stockholders of GraceKennedy Limited was 
$3,512,590,000.

2.	 The Directors recommend that the interim dividends paid 
on 28 May 2012, 26 September 2012 and 18 December 
2012 be declared as final for the year under review.

3.	 The Directors as at 31 December  2012 were as follows:- 
 
Courtney Campbell, Mary Anne Chambers, G. Raymond 
Chang, Joseph Esau, Frank James, Everton McDonald, 
Douglas Orane, Gina Phillipps Black, Michael Ranglin, 
Gordon Sharp, Gordon Shirley and Donald Wehby. 
 
During the year under review the following were the Board 
changes. Mr. Mark Golding resigned from the Board on 6 
January 2012 and Mrs. M. Audrey Hinchcliffe retired from 
the Board on 8 January 2012. Mrs. Gina Phillipps Black 
and Mr. Frank James were appointed to the Board on 8 
February 2012 and 27 September 2012 respectively. As 
of 1 July 2012 Mr. Orane was appointed non-executive 
Chairman for an eighteen month period to 31 December 
2013. 
 
Dr. Parris Lyew-Ayee was appointed to the Board on 6 
March 2013.

4.	 In accordance with Article 108 of the Company’s Articles 
Mr. Frank James and Dr. Parris Lyew-Ayee, who were 
appointed Directors since the last Annual General 
Meeting, will retire from office and, being eligible, offer 
themselves for election.

5.	 In accordance with Article 102 of the Company’s Articles 
of Incorporation, Messrs.  Courtney Campbell, G. 
Raymond Chang, Joseph Esau and Michael Ranglin will 
retire by rotation and being eligible offer themselves for 
re-election.  

6.	 Messrs. PricewaterhouseCoopers, the present Auditors, 
will continue in office pursuant to Section 154 of the 
Companies Act, 2004. In keeping with corporate 
governance best practices, however, we will during 
2013 be putting the external audit to tender. Our existing 
auditors, PricewaterhouseCoopers, will be invited to 
participate in the tender.

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

By Order of the Board
6 March 2013

Douglas R. Orane 
Chairman

Directors’
Report
For the Year ended 31 December 2012
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The Group Audit Committee assists in overseeing the financial 
controls and reporting of GraceKennedy Limited and any and 
all its subsidiary companies (collectively called the Group).  The 
Group Audit Committee also monitors whether the Group complies 
with financial covenants and legal and regulatory requirements 
governing financial disclosure matters and risk management. In   
fulfilling its responsibility to oversee management’s implementation 
of the Group’s financial reporting and risk management processes, 
the Group Audit Committee is guided by the Terms of Reference for 
the Committee as approved by GraceKennedy Limited (the Board), 
to whom it reports, and assisted by the Chief Audit Executive and 
the Group Internal Audit Department. 

In performing its work, the Committee considers the following:-

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

2.	 Internal audit functions of the Group;
3.	 Risk management functions and processes of the Group;
4.	 Qualifications, independence and performance of the external 

auditors of  the Group; 
5.	 System of internal controls and procedures established by 

Management and reviewing their effectiveness;
6.	 The Group’s compliance with legal and regulatory requirements.

The Committee met eight times in 2012.  In keeping with its 
mandate, the Committee received regular updates from the Chief 
Audit Executive as head of the Group Internal Audit Department, 
regarding compliance and other issues that have a material impact 
on the Group’s financial statements and operational 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.  

A Quality Assessment Review was performed on the Group Internal 
Audit Department by the Institute of Internal Auditors out of the 
USA. The results were very reassuring; the Institute confirmed that 
the Department generally conforms to the Standards and Definition 
of Internal Audit. This is the highest rating from the Institute.    

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 Group’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 financial 
statements giving a true and fair view of the  financial affairs of the 
Group.

The scope of work of the external auditors was reviewed and an 
assessment of their independence and qualifications was also 
conducted. 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 that the Group 
audited financial statements for the year ended December 31, 2012 
be approved for presentation to the shareholders of GraceKennedy 
Limited.

The assessment exercise of the external auditors confirmed that 
they have performed to a very high standard professionally and 
ethically. However, in keeping with good Corporate Governance and 
modern best practices the Committee has initiated a process for 
placing the Group’s External Audit to tender for five years beginning 
with the 2013 Audit, subject to the approval of the shareholders in 
the Annual General Meeting. In carrying out this responsibility the 
Committee has issued invitations for proposals to three recognized 
external audit firms, including the incumbent external auditors, and 
the schedule for the exercise has been established for completion 
to be in adequate time before the required commencement of the 
2013 external audit.

During the year the Committee also implemented a process 
to correct the deficiencies revealed in the Committee’s self 
assessment exercise which was conducted in the previous year. 
Two seminars were held with internationally recognized leading 
Internal Audit and Risk professionals as comperes, with members 
of all the Group’s Audit Committees attending. Staff of the Group 
Internal Audit Department and two members of the Committee also, 
attended internationally recognized Internal Auditor and Directors’ 
Conferences during the year. 

The Audit Committee 
G. K. G. Sharp (Chair)
M. A. V. Chambers (Mrs.)
G. R. Chang
E. L. McDonald
G. V. Shirley

February 6, 2013

Group Audit 
Committee Report
For the Year ended 31 December 2012
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Report of Corporate 
Governance &  
Nomination Committee
For the Year ended 31 December 2012

The Corporate Governance & Nomination Committee 
comprises all the non-executive directors of the Company.  At 
the commencement of the year, there were eight non-executive 
and four executive directors.

During the year there were a number of Board changes.  These 
included:

•	 the retirement of Mrs M. Audrey Hinchcliffe on January 
8, 2012 after serving for over eight years as a Board 
Member.

•	 the resignation of Mr Mark Golding on January 6, 2012 
to assume a Cabinet Position as Minister of Justice in 
the Government of Jamaica and a position as Senator 
in the House of Representatives.

The Committee records its appreciation to these former 
directors for their invaluable contribution to the Company.

The following appointments were made to the Board during the 
year:

•	 Mrs Gina Phillipps Black as non-executive director  on 
February 8, 2012

•	 Mr Frank James,  Chief Financial Officer of the 
Company, was appointed a  member of the  Board on 
September 27,  2012

The Board welcomes these new directors who bring with them 
considerable experience and knowledge in their respective 
areas of competence.

At the end of December 2012 the Board comprised  twelve 
directors, eight non-executive and four executive directors with 
Corporate Governance & Nomination Committee members 
being:  Mesdames Mary Anne Chambers and Gina Phillipps 
Black, Messrs G. Raymond Chang, Joseph Esau, Everton 
McDonald, Douglas Orane, Gordon Sharp and Professor 
Gordon Shirley (Chairman). All of the non-executive directors 
are considered to be independent except for Director Douglas 
Orane who was, up until July 1, 2012, an Executive Director of 
the company. 

The criteria agreed by the Board for determining the 
independence of directors include the following:

•	 The director has not within the last three years been an 
employee of the Company or Group;

•	 The director has not within the last three years had a 
material business relationship with the Company either 
directly, or as a partner, shareholder, director or senior 
employee of a body that has such a relationship with the 
Company;

•	 The director has not within the last three years received 
additional remuneration from the company (apart from a 
director’s compensation) nor participated in the Company’s  
performance-related pay scheme; 

•	 The director’s spouse, child or dependent is not an adviser, 
director or senior employee of the Company;

•	 The director does not represent a significant shareholder.

The Corporate Governance & Nomination Committee is 
responsible for assisting the Board of Directors in its deliberations 
on matters related to:

(i)	 Corporate Governance
(ii)	 Recommendations for the nomination of new directors to 

the  Board and relevant criteria
(iii)	 Board Committees structure and appointments
(iv)	 Chairman/CEO performance evaluation
(v)	 CEO, executive directors and senior executive succession 

planning
(vi)	 Approving the compensation and benefits applicable to the 

CEO and senior executives based on recommendations of 
the Compensation Sub-Committee

(vii)	 Board and directors’ performance and evaluation
(viii)	 Directors’ training

During the year the Committee held seven meetings and carried 
out the following major activities to promote the practice of 
good corporate governance:

•	 Conducted an evaluation of the Board inclusive of overall 
board review, self-assessments and peer review.

•	 Developed and implemented a Board Training programme 
locally and facilitated local and international training of 
Board Members in Corporate Governance and Audit 
Functions. 

•	 Reviewed potential candidates for appointment to the 
Board and subsidiaries taking into account the skill gaps 
in the existing boards that are likely to arise from board 
retirements over the next few years.
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•	 Recommended changes to the Compensation Sub- 
Committee, Banking Committee and Transfer Committee 
consequent on changes to the Corporate Board 
Membership.

•	 Oversaw the further evolution in leadership structure of the 
Company with transition from an executive Board Chairman 
to a non-executive Chair.  This continues the process of 
transition which began with a separation of the roles of 
Chairman and CEO which took place on June 30, 2011 
with the retirement of Mr Douglas Orane as CEO and his 
appointment as Executive Chair for one year.  At the end 
of the period on June 30, 2012, Mr Orane was appointed 
to the position of non-executive Board Chairman for the 
period July 1, 2012 to December 31, 2013.

•	 Developed and approved the job description for the non-
executive Chairman.

•	 Approved and recommended for Board approval revisions 
to the Delegation of Authority Policy following on the 
decisions earlier taken to simplify the Corporate Structure.

•	 Finalized and recommended for Board approval the 
updated Company Code of Ethics & Guidelines for 
Business Conduct document.

•	 Reviewed and recommended for Board approval a revised 
Corporate Governance Code.

•	 Consulted and approved actions designed to ensure that 
the Company takes full advantage of the potential of female 
managers and executives across the Group, and to ensure 
that they are considered for all available positions in the 
Company.

•	 Reviewed and approved submissions from the 
Compensation Sub-Committee concerning the Company’s 
compensation scheme for the year.  The Sub-Committee 
comprises Messrs G. Raymond Chang (Chair), Everton 
McDonald and Gordon Sharp, and its work included:
-- The annual review of the Executive Incentive Scheme
-- The development of a compensation scheme for the 

non-executive Board Chairman
-- The review of all elements of the Company’s 

compensation scheme
-- The review of the remuneration policy  framework 

designed to attract, retain and motivate personnel in 
a manner consistent with the creation of shareholder 
value over the long term by linking remuneration 
to the Company’s Business Units and individuals’ 
performance and by finding a balance between fixed 
and variable remuneration and short and long term 
incentives

•	 Reviewed the succession plan for senior executives within 
the Group to ensure robustness and to allow for seamless 
transitions.

•	 Commenced the succession planning exercise with a view 
to identifying and preparing a successor for the position 
of Group non-executive Chair ahead of the December 31, 
2013 milepost.

•	 During the year under review Directors’ fees were paid as 
follows to non-executive directors:

Annual Retainers:
•	 Annual retainer of $1,614,170 payable to each 

Director
•	 Additional retainer of $2,962,575 payable to the 

Board Chairman
•	 Additional retainer of $987,525 paid to the Audit 

Committee Chair
•	 Additional retainer of $375,259 paid to the 

Corporate Governance & Nomination Committee 
Chair

•	 Additional retainer of $250,147 paid to the 
Compensation Sub-Committee Chair.

Per  Meeting Fees:
•	 $143,000 per meeting for each meeting of the 

Audit Committee attended
•	 $47,670 per meeting for each meeting of the 

other committees attended
•	 No per meeting fee is payable for meetings of the 

Board attended.

In addition non-executive members of the Board were 
each granted an additional amount of $807,085 in 2012 
with the proviso that the net amount after tax should 
be used exclusively for the purchase of GraceKennedy 
shares on the open market. This grant was made on 
condition that the non-executive directors were to hold 
the shares so acquired for a period of no less than three 
years.

Executive Directors are not entitled to fees for service in 
their capacity as directors.

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

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 28, 2013
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On Sunday, February 12, 2012, the GraceKennedy family and 
friends gathered at Jamaica College for the 90th Anniversary 
Thanksgiving Service.  Under the theme “To God Be the 
Glory”, the event was truly a celebration of the company’s 
major milestone.

The large Karl Hendrickson Auditorium was filled to capacity 
for the service, which was led by the Right Reverend Dr. Alfred 
Reid, Retired Bishop of Jamaica; Pastor Adrian Cotterell, 
President of the East Jamaica Conference of Seventh Day 
Adventists; the Very Reverend Monsignor Michael Lewis, 
Judicial Vicar, Archdiocese of Kinston; and Mr. Stephen 
Henriques, Spiritual Leader of the United Congregation of 
Israelites (Jamaica).

Group CEO Don Wehby delivered a message of greetings to 
open the proceedings .  Soloist Kevin Williams’ voice soared 
to the rafters as he sang “I’ll Walk with God” and “Climb Every 
Mountain”.   The Jamaican Folk Singers, which includes 
GraceKennedy’s own Albert Anderson, were magnificent as 
they offered Psalm 137 – “By the Rivers of Babylon”.

A feature of the Thanksgiving Service was the readings in Latin 
and Hebrew, followed by English translations. 

Following the service, there was brunch under tents set on 
the sprawling playing fields of Jamaica College.  At the end of 
the proceedings, all agreed that this was a fitting start to the 
celebration of our 90th anniversary. 

For the benefit of our colleagues in Western Jamaica, a 
celebratory service was later held on March 4, 2012, at the 
Calvary Baptist Church in Montego Bay

GraceKennedy’s 
90th Year Starts With 
A Celebration Of 
Thanksgiving

1

2
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1.	 GraceKennedy Group 
CEO, Don Wehby, gives 
his address at the 90th 
Anniversary Service. 
Behind him,  (l-r),  are 
Right Reverend Dr. Alfred 
Reid, Retired Bishop of 
Jamaica; Mr. Stephen 
Henriques, Spiritual 
Leader of the United 
Congregation of Israelites 
(Jamaica); Pastor Adrian 
Cotterell, President 
of the East Jamaica 
Conference of Seventh 
Day Adventists and the 
Very Reverend Monsignor 
Michael Lewis, Judicial 
Vicar, Archdiocese of 
Kingston.

2.	 The Jamaica College 
Auditorium, filled to 
capacity!

3.	 GK Foods CEO Michael 
Ranglin and Group 
CEO Don Wehby give 
a warm welcome to 
US Ambassador Her 
Excellency Pamela 
Bridgewater.

4.	 GraceKennedy Financial 
Group CEO, Courtney 
Campbell greets retirees 
Keith Jones and Mable 
Tenn.

5.	 Soloist Kevin Williams lifts 
his voice in song.

6.	 GraceKennedy 
Chairman Douglas 
Orane in dialogue with 
GraceKennedy Chief 
Risk Officer, Cathrine 
Kennedy.

7.	 Joining hands in 
fellowship (from left) are 
Francis ‘Paco’ Kennedy, 
Marjorie Kennedy 
and South Africa’s 
Ambassador to Jamaica 
Her Excellency Mathu 
Joyini.

8.	 The Jamaican Folk 
Singers gave of their best 
– as usual!

3
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It was a year of awards and recognition for various subsidiaries 
within the GraceKennedy Group. 

In May of this year, Grace Foods scored big, winning the 
prestigious Observer Food Awards’ Lifetime Achievement 
Award. The award was particularly special as it was given in 
our 90th year, in recognition of the tremendous contribution 
and growth of the company over that time. Also of special note 
is the fact that Grace Earth Chef was shortlisted in the Best 
New Food category.

In June, it was First Global’s turn to win big. Leading UK 
financial publication, World Finance Magazine, presented the 
“Best Banking Group 2012” award to the institution. President 
of First Global, Maureen Hayden-Cater noted, “... the services 
we provide are very important. Our Global Access, which is the 
best banking platform in Jamaica, was big for the customers...
outside of that it’s the customer experience they get when they 
come to First Global Bank.”  The Bank received its nomination 
and votes for the award, from its online customers.    

In July, more awards came in, this time for Allied Insurance 
Brokers (AIB) and Grace Foods International. Allied took 
the award for the Insurance Category 2011 at the Jamaica 
Exporters Association (JEA) Awards ceremony. It was to be the 
third time AIB had won this award in as many years.

Grace Foods International was also recognised by the JEA, 
winning the Governor General’s Award for Champion Exporter, 
and also Champion Trader.

GraceKennedy ended the year on a perfect note, winning the 
Jamaica Observer Business Leader Corporate Award. The 
award recognised GraceKennedy for the depth, scope and 
quality of its impact since 1962. According to the Jamaica 
Observer, the newspaper, through the award, wanted to 
demonstrate all the things that have gone right with Jamaica 
over the past 50 years”.

GraceKennedy 
Subsidiaries 
Win Big in 2012

1. Danville Walker (2nd left), Managing Director, Jamaica Observer Ltd., presents the Business Leader Corporate Award to  Douglas Orane, GraceKennedy Chairman and Don Wehby, Group CEO. 
2. Derrick Reckord, GM, Grace Foods International, is all smiles, flanked by  Craslyn Benjamin (left) and Kimberly Lue Lim, both also of GFS, displaying the many trophies won at the JEA Expo. 
3. Sir Patrick Allen, Governor General presents the JEA Champion Exporter Award to Michael Ranglin, GK Foods CEO. 4. Michael Ranglin, CEO of GK Foods (right), accepts the prestigious 
Lifetime Achievement Award from Danville Walker, Managing Director, Jamaica Observer Limited. 5. Maureen Hayden-Cater, President, First Global Bank, accepts the Best Banking Group  
Jamaica Award from Nick Laurance, Head of Corporate Communications at World Finance Magazine.  Looking on is Courtney Campbell, CEO, GraceKennedy Financial Group. The presentation 
took place at the London Stock Exchange.

1

3 4 5
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Timed to coincide with GraceKennedy’s 90th, Jamaica’s 50th 
anniversary as an independent nation, and the staging of the 
Olympics in London, Grace Foods introduced a Special Edition 
Grace Tropical Rhythms product, available in two variants, in 
the first half of 2012.  
 
The Grace Tropical Rhythms Legend was created to pay 
homage to  GraceKennedy over its 90 years of operation, 
Jamaica’s achievements after 50 years of independence and 
the contributions made by the country’s noteworthy men and 
women.  

  
The Grace Tropical Rhythms Sprinter was 
chosen as an appropriate moniker to recognise 
and celebrate Jamaica’s outstanding athletes, 
including GraceKennedy’s Ambassador Shelly-

Ann Fraser-Pryce, whose picture appears on the 
bottle.  

The attractive packaging   features a plastic 
full wrap sleeve with a creative window at the 
back to show the product.  The background 
colours of black, green and gold are used 

in deference to the Jamaican flag. The 
hummingbird is at the front of the Legend 
variant. And of course, GraceKennedy’s 90th 
anniversary logo is prominently displayed on 
both.  

The taste of the Tropical Rhythms Legend is a 
delightfully refreshing blend of pineapple and 
mango, while the Sprinter tantalises the taste 
buds with an artful balance of watermelon and 
banana.  Already both have their die-hard 
fans.

The products were a hit at the 2012 Penn 
Relays, which was the venue for their 
introduction to the US market. In addition 

to the USA and Jamaica, the special editions 
are being distributed in Guyana, the Turks and 

Caicos Islands, Suriname, Antigua, Trinidad and Tobago, St. 
Kitts, Barbados, St. Lucia, St. Vincent, Montserrat, Dominica, 
St. Maarten, The Cayman Islands, Curacao, Bermuda, Bonaire 
and Canada. 

GK Foods Launches 
Grace Tropical Rhythms 
Special Edition
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Grace Foods UK 
Receives Coveted 
Award from Britain’s 
Leading Food Retailer
As GraceKennedy Limited continues in its quest to become a 
Global Consumer Group, recognition of its performance in the UK 
has come from an authoritative source. Grace Foods UK was, in 
November 2012, given the World Foods Supplier of the Year 2012 
Award from Britain’s leading and the world’s third largest Food 
Retailer, Tesco.   

“The process of getting listed in the chain is a long and intense 
one, as negotiations generally last for an average of six months 
or longer before you get on the shelves,” revealed Managing 
Director, Grace Foods UK Ltd., Ryan Mack. He continued, “When 
you do get on the shelves you are challenged to maintain service 
levels above 98%, so supply chain excellence is paramount.”
 
Tesco gives the award after assessing hard data of suppliers’ 
performance in each category in their stores. According to 
Mr. Mack, the award “...is recognition of the excellent growth 
performance of our products and our ability to meet our customers’ 
high supply standards. It recognises our value to one of our key 
customers and  enhances our credibility as a key branded Fast 
Moving Consumer Group business in the UK. We see further 
growth opportunities across several product categories and 
market sectors and have an excellent team in place to execute 
this opportunity.”
 
Mr. Mack went on to say that the World Food category in Tesco 
is a growing category and gives Grace Foods UK optimism for 
continued growth of its business as the company continues to 
provide service of the highest quality in a very demanding and 
unforgiving market place.

The GraceKennedy Group reinforced its commitment to 
downtown Kingston, and Jamaica in general, with the opening 
of the GraceKennedy Financial Centre at 2 Duke Street, 
downtown Kingston on Monday, February 13, 2012. The 
Centre houses GraceKennedy subsidiaries First Global Bank, 
First Global Financial Services and JIIC.

At the official opening of the Centre, Group CEO Don Wehby 
said, “When things got tough and times got turbulent, many 
moved their businesses; we stayed.” He continued, “The 
development of downtown Kingston is extremely important for 
the development of Jamaica, and we wholeheartedly support 
any initiative for that to happen.”  

GraceKennedy Financial Group CEO, Courtney Campbell, 
said “We are here for the long haul. We are going to be putting 
down deep roots.” The company invested some $100 million in 
establishing the Financial Centre.

GraceKennedy Financial 
Centre Opened in 
Anniversary Year

The new GraceKennedy Financial Centre.

Dr. Peter Phillips (centre) commenting on the 
new GraceKennedy Financial Centre.  Looking 
on (from left) are GKFG’s Divisional CEO 
Courtney Campbell and GK Board’s Chairman 
Douglas Orane.

Group CEO Don Wehby welcomes Finance 
and Planning Minister, Dr. the Hon. Peter 
Phillips (left) to the official opening of the 
GraceKennedy Financial Centre.

Members of Grace Foods UK’s Tesco Sales team with the World Foods Supplier of the Year 
2012 Award. On the left is National Account Controller for the Multiples, Myles Johnstone with 
National Account Manager for Tesco, Iain Wright.
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Chef Karl Thomas, Certified Executive Chef and Chef Technologist 
at the University of Technology, Jamaica was chosen by Grace 
Foods and Services to be Chef Advisor to Jamaica’s Olympic 
Team at the Pre-Olympic training camp in Birmingham, held 
between July 16- 26, 2012 at the Birmingham University 
in England. Chef Karl was in charge of menu planning and 
execution and spearheaded daily operations at the University’s 
central kitchen. The menu was predominantly Jamaican Cuisine 
with all the beverages Grace-branded.  There was quite a PR 
buzz prior to Chef’s departure with several media houses doing 
interviews. There was also a special Creative Cooking series 
dedicated specifically to showcasing a selection of dishes to be 
prepared at the camp.

Grace Foods UK was also instrumental in the planning, 
execution and sourcing of food items used at the camp. Over 
70 athletes, coaching staff and other officials were fed over the 
two week period with the kitchen team doing an average 14 
hours per day executing food preparation.

Grace Foods and Services also shipped a few palettes of 
beverages and food supplies to ensure greater efficiencies. The 
camp was a huge success, with headline after headline giving 
the food rave reviews. Commendations came in from athletes 
and coaching staff alike.

Chef Karl Thomas 
Chosen by Grace 
Foods to Make 
Camp Birmingham A 
Delicious Experience!

Chef Karl at the 
University of 
Birmingham in his 
favourite place - the 
kitchen!
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Independent Auditors’ Report

To the Members of
GraceKennedy Limited

Report on the Consolidated and Company Stand Alone Financial Statements
We have audited the accompanying consolidated financial statements of GraceKennedy Limited and its 
subsidiaries, set out on pages 42 to 138, which comprise the consolidated statement of financial position 
as at 31 December 2012 and the consolidated statements of comprehensive income, changes in equity 
and cash flows for the year then ended, and the accompanying financial statements of GraceKennedy 
Limited standing alone, which comprise the statement of financial position as at 31 December 2012 and 
the statements of comprehensive income, changes in equity and cash flows for the year then ended, and a 
summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Consolidated and 
Company Stand Alone Financial Statements
Management is responsible for the preparation of consolidated and company stand alone financial 
statements that give a true and fair view in accordance with International Financial Reporting Standards 
and with the requirements of the Jamaican Companies Act, and for such internal control as management 
determines is necessary to enable the preparation of consolidated and company stand alone financial 
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility
Our responsibility is to express an opinion on these consolidated and company stand alone financial 
statements based on our audit. We conducted our audit in accordance with International Standards on 
Auditing. Those standards require that we comply with ethical requirements and plan and perform the 
audit to obtain reasonable assurance about whether the consolidated and company stand alone financial 
statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the consolidated and company stand alone financial statements. The procedures selected depend on the 
auditor’s judgment, including the assessment of the risks of material misstatement of the consolidated 
and company stand alone financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation of consolidated 
and company stand alone financial statements that give a true and fair view in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on 
the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the consolidated and company stand alone financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion.
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Members of GraceKennedy Limited
Independent Auditors’ Report 
Page 2

Opinion
In our opinion, the consolidated financial statements of GraceKennedy Limited  and its subsidiaries, and the financial 
statements of GraceKennedy Limited standing alone give a true and fair view of the financial position of GraceKennedy 
Limited  and its subsidiaries and the GraceKennedy Limited  standing alone as at 31 December 2012, and of their 
financial performance and cash flows for the year then ended, so far as concerns the members of GraceKennedy Limited, 
in accordance with International Financial Reporting Standards and the requirements of the Jamaican Companies Act.

Report on Other Legal and Regulatory Requirements
As required by the Jamaican Companies Act, we have obtained all the information and explanations which, to the best of 
our knowledge and belief, were necessary for the purposes of our audit.

In our opinion, proper accounting records have been kept, so far as appears from our examination of those records, and 
the accompanying consolidated and company stand alone financial statements are in agreement therewith and give the 
information required by the Jamaican Companies Act, in the manner so required.

Chartered Accountants
28 February 2013
Kingston, Jamaica
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31 December 2012
(expressed in Jamaican dollars unless otherwise indicated)

Consolidated Statement of Financial Position

Approved for issue by the Board of Directors on 28 February 2013 and signed on its behalf by:

Douglas Orane Chairman Don Wehby Group Chief Executive Officer
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Year ended 31 December 2012
(expressed in Jamaican dollars unless otherwise indicated)

Consolidated Income Statement
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Year ended 31 December 2012
(expressed in Jamaican dollars unless otherwise indicated)

Consolidated Statement of Comprehensive Income

Items in the statement above are disclosed net of tax. The income tax relating to each component of other comprehensive income is 
disclosed in Note 27.
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Year ended 31 December 2012
(expressed in Jamaican dollars unless otherwise indicated)

Consolidated Statement of Changes in Equity
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Year ended 31 December 2012
(expressed in Jamaican dollars unless otherwise indicated)

Consolidated Statement of Cash Flows

The principal non-cash transactions include:
(a) Acquisition of fixed assets under finance lease of $2,321,000 (2011: $22,152,000), (Note 12).
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31 December 2012
(expressed in Jamaican dollars unless otherwise indicated)

Company Statement of Financial Position

Approved for issue by the Board of Directors on 28 February 2013 and signed on its behalf by:

Douglas Orane Chairman Don Wehby Group Chief Executive Officer
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Year ended 31 December 2012
(expressed in Jamaican dollars unless otherwise indicated)

Company Income Statement
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Year ended 31 December 2012
(expressed in Jamaican dollars unless otherwise indicated)

Company Statement of Comprehensive Income

Items in the statement above are disclosed net of tax. The income tax relating to each component of other comprehensive income is 
disclosed in Note 27.
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Year ended 31 December 2012
(expressed in Jamaican dollars unless otherwise indicated)

Company Statement of Changes in Equity
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Year ended 31 December 2012
(expressed in Jamaican dollars unless otherwise indicated)

Company Statement of Cash Flows

The principal non-cash transactions include:
(a) Acquisition of fixed assets under finance lease of $11,496,000 (2011: $23,572,000), (Note 12).
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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 2011 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, home improvement 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 consolidated 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 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.
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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

The following standards and amendments to existing standards have been published and are mandatory for the Group’s accounting 
periods beginning after 1 January 2012 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 2015).  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 2015, 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) The objective 
of IFRS 10 is to establish principles for the presentation and preparation of consolidated financial statements when an entity 
controls one or more other entities (an entity that controls one or more other entities) to present consolidated financial statements. 
It defines the principle of control, and establishes control as the basis for consolidation. It sets out how to apply the principle 
of control to identify whether an investor controls an investee and therefore must consolidate the investee. It also sets out the 
accounting requirements for the preparation of consolidated financial statements.  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 13 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 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 2012) (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 2012) (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.

There are no other IFRS or IFRIC interpretations that are not yet effective that would be expected to have a material impact on the 
Group.
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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 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:	
First Global Insurance Brokers Limited, Turks and Caicos Islands
Grace Foods Limited, St. Lucia 
GraceKennedy (Belize) Limited, Belize 
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 
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 subsidiaries –

Graken Holdings Limited, Turks and Caicos Islands
GraceKennedy Remittance Services (Turks and Caicos) Limited, Turks and Caicos Islands
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 (Trinidad & Tobago) Limited, Trinidad and Tobago 
Grace, Kennedy Remittance Services (Trinidad & Tobago) Limited, Trinidad and Tobago
Knutsford Re, Turks and Caicos Islands

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

The Group liquidated First Global Insurance Consultants Limited, FG Funds Management (Cayman) Limited, GraceKennedy 
Remittance Services (USA) Inc., GraceKennedy Money Services (UK) Limited and WT Foods 100 Limited as well as merged First 
Global Trinidad & Tobago Limited into GraceKennedy (Trinidad & Tobago) Limited during 2012.
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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.

The Group determines at each reporting date whether there is any objective evidence that the investment in the associate is impaired.  
If this is the case, the group calculates the amount of impairment as the difference between the recoverable amount of the associate 
and its carrying value and recognises the amount adjacent to ‘share of results of associated companies’ in the income statement.

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:

Financial Reporting 
Year-end

Country of 
Incorporation

Group’s percentage 
interest

2012  2011  

CSGK Finance Holdings Limited 31 December Barbados 40.0 40.0

Dairy Industries (Jamaica) Limited 31 December Jamaica 50.0 50.0

EC Global Insurance Company Limited 31 December St. Lucia 30.0 30.0

Trident Insurance Company Limited 30 June Barbados 30.0 30.0

Telecommunications Alliance Limited 31 December Jamaica 49.0 49.0

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. 

(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.
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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.
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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.



61

Notes to the Financial Statements
31 December 2012
(expressed in Jamaican dollars unless otherwise indicated)

GraceKennedy Limited | Annual Report 2012

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 non-financial 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.

(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 or substantively enacted at statement of financial position date.
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2.	 Significant Accounting Policies (Continued)

(l)	 Income taxes (continued)
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 or substantively 
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.
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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)	 Payable
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 or applicable sales 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. 

(i)	 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. 

(ii)	 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. 

(iii)	 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.

(iv)	 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. 

(v)	 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.

The disclosures provided in this note are based on the Group’s investment portfolio as at 31 December 2012.  As described in Note 39, 
the Group participated in the National Debt Exchange (NDX) which resulted in significant changes to the Group’s investment portfolio in 
February 2013.



67

Notes to the Financial Statements
31 December 2012
(expressed in Jamaican dollars unless otherwise indicated)

GraceKennedy Limited | Annual Report 2012

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)

(a)	  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 2008 
- 2012 has changed at successive year-ends, up to 2012. 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 $1,125,000 and 
$17,796,000.

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:

Group

2012                              2011

           $’000           $’000

Property 211,972 357,261

Motor 6,089 3,967

Marine 36,973 5,811

Liability 11,192 (5,326)

Pecuniary loss 2,407 13,559

Accident (261) 3,658

268,372 378,930

(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 currency 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, principals, 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.	 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 2012 and 
2011, 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 2012, loans and leases, premium and trade receivables of $2,732,952,000 (2011: $2,175,662,000) and 
$113,761,000 (2011: $114,399,000) 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 2012, loans and leases, premium and trade receivables of $1,057,547,000 (2011: $984,741,000) and 
$156,394,000 (2011: $150,494,000) for the Group and company respectively were impaired. The amount of the provision was 
$549,361,000 (2011: $554,276,000) and $115,756,000 (2011: $108,383,000) 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:

Movements on the provision for impairment of loans and leases are as follows:

The ageing of the impaired premium and trade receivables is as follows:

Movements on the provision for impairment of premium and trade receivables are 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:

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. 



82

Notes to the Financial Statements
31 December 2012
(expressed in Jamaican dollars unless otherwise indicated)

GraceKennedy Limited | Annual Report 2012

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.

(iii)	 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.



84

Notes to the Financial Statements
31 December 2012
(expressed in Jamaican dollars unless otherwise indicated)

GraceKennedy Limited | Annual Report 2012

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 10% increase (2011: 1%) and a 1% decrease (2011: 1%) 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 and company is 
more sensitive to movement in currency/US dollar exchange rates in 2012 than 2011 because the net foreign currency exposure 
has increased. 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.



91

Notes to the Financial Statements
31 December 2012
(expressed in Jamaican dollars unless otherwise indicated)

GraceKennedy Limited | Annual Report 2012

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 the 
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). 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 225% (2011: 200%). The MCT for the company as of December 31, 2012 is set out below.

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 the 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%. 

The regulatory capital as managed by the subsidiaries’ ALCOs 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 and negative fair value reserves are deducted in arriving at Tier 1 capital; and

(ii)	 Tier 2 capital: general provisions for loan losses on assets limited to 1.25% of risk-weighted assets.

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 2012, the Group’s strategy, which was unchanged from 2011, was to maintain a debt to equity ratio not exceeding 100%. The 
debt to equity ratios at 31 December 2012 and 2011 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.  

In 2011, one of its investment subsidiaries was in breach of the capital adequacy benchmark established by the Trinidad and Tobago 
Securities and Exchange Commission. The breach was addressed by merging the subsidiary with a fellow subsidiary which had 
adequate capital. 
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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 $1,063,960,000, 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 $6,215,000 (2011: $97,275,000) and $15,500,000 (2011: $109,206,000) for the Group and 
company, respectively. The weighted average effective interest rate on deposits was 5.88% (2011: 6.95%) and 4.75% (2011: 5.33%) 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 $814,602,000 (2011: $757,503,000) and $98,096,000                 
(2011: $1,787,000) 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  6.94% (2011: 7.5%) and 7.42% (2011: 7.67%) for the Group and 
the company respectively. 

Included in Government of Jamaica securities is $1,952,395,000 (2011: $1,773,027,000) held at the Bank of Jamaica under Section 14(1) 
of the Banking Act, 1992, representing the required ratio of 12% (2011: 12%) for Jamaican dollar cash reserves and 9% (2011: 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 $29,431,618,000 (2011: $28,368,098,000) have been pledged by the Group as collateral for securities sold under 
repurchase agreements.

Included in investment securities for the company is $322,597,000 (2011: $270,248,000) 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 $91,514,000 (2011: $64,723,000) for the Group.
Included in loans receivable for the company is $354,843,000 (2011: $Nil) which matures in the next 12 months.
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9.	 Loans Receivable (Continued)
(b)	 Finance lease receivables

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. 
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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 2012, 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 five-year period. Cash flows beyond the five-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 $24,842,000 (2011: $20,671,000) and $18,411,000 (2011: $20,384,000) 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 2012 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

Change in tax rate

During the 2012/13 budget presentation, the Government of Jamaica announced a reduction in the corporate income tax rate for 
unregulated entities, from 33 1/3% to 25%, effective 1 January 2013.   The change in the tax rate was signed into law on 28 December 
2012 and as such has been applied in determining the amounts for deferred taxation in these financial statements.

Deferred income taxes are calculated in full on temporary differences under the liability method using principal tax rates of 25% for 
unregulated companies and 33 1/3% for regulated companies.

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 taxation administration in the relevant jurisdictions, the Group has 
recognised tax losses of $2,395,444,000 (2011: $2,069,004,000) and recognised tax credits of $271,318,000 (2011: $259,364,000) to 
carry forward indefinitely against future taxable income.   

Deferred income tax liabilities of $162,053,000 (2011: $136,054,000) 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 $486,158,000 (2011: $408,163,000).
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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)

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 2011.   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 and company’s contributions for the year were $65,010,000 (2011: $31,323,000) and $10,955,000 
(2011: $4,666,000) respectively.

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 2011.

Pension benefits
The amounts recognised in the statement of financial position are determined as follows:

The movement in the defined benefit obligation over the year is 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 $161,731,000 (2011: $322,056,000) and $228,889,000 (2011: $629,506,000) 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 2013 amount to $655,000.

The actual return on plan assets was $737,572,000 (2011: $2,235,222,000) 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 $753,358,000 (2011: $948,891,000), buildings 
occupied by Group companies with fair values of $873,010,000 (2011: $781,017,000), and repurchase agreement investments with Group 
companies of $2,253,354,000 (2011: $2,502,172,000).  

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 (2011: 7.5% 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:

Movement in the defined benefit obligation is 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:



111

Notes to the Financial Statements
31 December 2012
(expressed in Jamaican dollars unless otherwise indicated)

GraceKennedy Limited | Annual Report 2012

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:

Principal actuarial assumptions used in valuing post-employment benefits
The principal actuarial assumptions used were 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:

The average expected remaining service life of the employees in the post-employment plans are 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% - 12.76% (2011: 2.51% - 13.26%).

(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 $61,758,000 (2011: $55,818,000) and $9,173,000 (2011: $11,166,000) for the Group and the 
company, respectively.
Included in bank borrowings and other loans is $5,032,753,000 (2011: $6,487,726,000) and $2,237,986,000 (2011: $2,923,830,000) 
for the Group and the company respectively, which matures in the next 12 months.
Included in customer deposits is interest payable of $23,000 (2011: $681,000) 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 2,989,000 (2011: 619,000) shares to its employees for cash of $86,173,000 (2011: 
$19,752,000). The shares were issued under the Directors, Senior Managers and Permanent Employees Stock Option Plans.

(b)	 During the year, the company through its employee investment trust sold 1,677,000 (2011: Nil) units of its own shares at a fair value 
of $80,405,000 (2011: $Nil) and purchased 120,000 (2011: Nil) units at a fair value of $5,972,000 (2011: $Nil).   The total number 
of treasury shares held by the company at the end of the year was 518,000 (2011: 2,075,000) at a cost of $40,170,000 (2011: 
$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 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 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 1,000,000 (2011: 4,098,000) 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:

(i)	 On 14 December 2012, 1,677,000 shares were sold to key management personnel through the employee investment trust at a 
discount of 14% from the average of the last 3 trading days’ closing prices of the stock as at 26 November 2012.  The cost of the 
discount of $11,434,000 was expensed in 2012.

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

* Reclassified for comparative purposes
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25.	 Other Income

26.	 Staff Costs
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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)	 1,329,000 (2011: 4,271,000) ordinary stock units for the full year in respect of the Stock Option Plan for directors  (Note 18), 
(b)	 2,683,000 (2011: 2,753,000) ordinary stock units for the full year in respect of the Stock Option Plan for managers (Note 18), and
(c)	 Nil (2011: 1,279,000) 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 2012 were as follows:

(b)	 At 31 December 2012, the Group had $Nil (2011: $24,157,000) 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. GKRS is presently in the process of an application to assess 
and approve its costs in the Supreme Court.  The appeal has now been fixed for hearing on 23 September 2013.  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:
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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)

Transactions with companies controlled by directors and other key management personnel
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34.	 Related Party Transactions and Balances (Continued)

(e)	 Year-end balances with related parties

Loans receivable from associated companies were repaid in 2012 and bore interest at 7.00%.   Loans receivable from subsidiaries 
are repayable in the years 2013 and 2016 and bear interest at 0% - 6% (2011: Nil%).  No provision was required in 2012 and 2011 
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 0% - 14.75% (2011: 7.50% - 17.25%) and are repayable in the 
years 2013 - 2022.  These loans are secured and are made on terms similar to those offered to other employees.  No provision 
has been required in 2012 and 2011 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 1,329,000 (2011: 
4,271,000).
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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 equity investments listed on a public stock exchange 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 2012 were $513,090,000 
(2011: $656,345,000). 

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 2012 was $Nil (2011: $297,152,000).      

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 $12,210,000,000 (2011: $9,384,610,000).    Fees earned in relation to custodial services 
were $12,444,000 (2011: $11,537,000).

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 $28,391,385,000 
(2011: $27,607,130,000).  Fees earned in relation to fiduciary activities were $162,118,000 (2011: $150,921,000).
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39.	 Subsequent Events

(a)	 National Debt Exchange

In February 2013, the Group participated in the National Debt Exchange (NDX) transaction under which it exchanged its holdings of 
domestic debt instruments issued by the Government of Jamaica for new, longer-dated debt instruments with lower coupon interest 
rates.  

The key features of the NDX are as follows: 
•	 Jamaican-resident holders of certain domestic debt instruments (collectively referred to as the “Old Notes”) were invited to 

exchange those Old Notes for new, longer-dated debt instruments (collectively referred to as the “New Notes”).  Participation 
in the NDX was voluntary. 

•	 The New Notes offered have a variety of payment terms, including but not limited to fixed and variable rates in J$, CPI-indexed 
in J$, and fixed rates in USD. 

•	 Eligible investors had the option to choose New Notes based on the type and maturity of the Old Notes which are offered for 
exchange based on certain election options.  The election options only allow investors to choose New Notes of longer tenor 
relative to Old Notes.  Most New Notes have lower coupon interest rates than Old Notes. 

•	 Introduction of new Fixed Rate Accreting Notes (“FRANs”) which were issued with J$80 of principal value for every J$100 of 
principal value of Old Notes, whereby such principal will accrete to J$100 of principal value by the maturity date in 2028.  The 
Group elected not to receive any FRANs. 

•	 Eligible investors who made offers to the Government of Jamaica to exchange Old Notes received an equivalent principal value 
(par-for-par value) of New Notes and the payment in cash of accrued interest, net of applicable withholding taxes, on the Old 
Notes up to but excluding 22 February 2013 (the Settlement Date).

(i)	 Debt securities

The NDX has had a significant impact on the expected future cash flows from the Group’s and company’s investment portfolio.  
The transaction is expected to have a short term adverse impact on profitability, however the effect on the Group’s and 
company’s statement of financial position is projected to be less than 3% and 2% of owners’ equity respectively.  This therefore 
will not materially affect the financial position of the Group or company.  The tables below summarise the impact on coupon 
rates and maturities of the instruments that were exchanged.
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39.	 Subsequent Events (Continued)

(a)	 National Debt Exchange (continued)

(i)	 Debt securities (continued)

(ii)	 Post-employment benefits
	

Following the NDX, there is likely to be a shift in the Jamaica sovereign debt yield curve.  This shift may result in a reduction 
in the discount rate used to measure the Group’s obligations under its defined benefit pension and other post-employment 
benefit plans. The Group, in conjunction with its actuaries, is in the process of determining the impact on both the accounting 
measurement and funding of these plans.

(b)	 Surtax

On 12 February 2013, the Minister of Finance and Planning announced in Parliament that a surtax of 5% will be imposed on the 
taxable income of “large unregulated companies” effective from 1 April 2013.  This represents an addition to the 25% tax rate to be 
levied as at 1 January 2013. Based on Ministry Paper 15 of 2013 issued by the Ministry of Finance and Planning, “large unregulated 
companies” are to be defined as those companies with gross income equal to or greater than $500,000,000, that are not regulated 
by the Financial Services Commission, the Bank of Jamaica, the Ministry of Finance and Planning or the Office of Utilities Regulation.  
The surtax has not been applied in determining the amounts for taxation in these financial statements as it had not been enacted 
or substantively enacted at 31 December 2012.  Details of how it will be implemented have not yet been fully disclosed by the tax 
authorities.  The surtax is likely to increase the tax liability of some Jamaican companies within the Group and the impact will be 
assessed when further details of the surtax are released.  
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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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