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Independent auditor’s report
To the Members of GraceKennedy Limited

Report on the audit of the consolidated and stand-alone financial statements

Our opinion

In our opinion, the consolidated financial statements and the stand-alone financial statements give a true
and fair view of the consolidated financial position of GraceKennedy Limited (the Company) and its
subsidiaries (together ‘the Group’) and the stand-alone financial position of the Company as at 31
December 2017, and of their consolidated and stand-alone financial performance and their consolidated
and stand-alone cash flows for the year then ended in accordance with International Financial Reporting
Standards and the requirements of the Jamaican Companies Act.

What we have audited

GraceKennedy Limited’s consolidated and stand-alone financial statements comprise:

e the Consolidated and Company statements of financial position as at December 31, 2017;

o the Consolidated and Company income statements for the year then ended;

e the Consolidated and Company statements for comprehensive income for the year then ended;
o the Consolidated and Company statements of changes in equity for the year then ended;

e the Consolidated and Company statements of cash flows for the year then ended; and

o the notes to financial statements, which include significant accounting policies.

Bastis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our

responsibilities under those standards are further described in the Auditor’s responsibilities for the audit
of the consolidated and stand-alone financial statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Independence

We are independent of the Group in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code). We have fulfilled our other
ethical responsibilities in accordance with the IESBA Code.

PricewaterhouseCoopers, Scotiabank Centre, Duke Street, Box 372, Kingston, Jamaica
T: +1 (876) 922 6230, F:+1 (876) 922 7581, www.pwc.com/jm

L.A. McKnight P.E. Williams A.K. Jain B.L. Scott, B.J. Denning G.A. Reece P.A.Wiliams R.S. Nathan C.I. Bell-Wisdom G.K. Moore
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Our audit approach

Audit scope

As part of designing our audit, we determined materiality and assessed the risks of material misstatement
in the consolidated and stand-alone financial statements. In particular, we considered where management
made subjective judgements; for example, in respect of significant accounting estimates that involved
making assumptions and considering future events that are inherently uncertain. As in all of our audits,
we also addressed the risk of management override of internal controls, including among other matters
consideration of whether there was evidence of bias that represented a risk of material misstatement due
to fraud.

How we tailored our group audit scope

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion
on the consolidated financial statements as a whole, taking into account the structure of the Group, the
accounting processes and controls, and the industry in which the Group operates.

In assessing the risk of material misstatement to the Group financial statements, and to ensure we had
adequate quantitative coverage of significant accounts in the financial statements we designed and
performed audit procedures over various components. The Group comprised 40 reporting components of
which, we selected 18 components which represent the principal business units within the Group and
covered entities within Jamaica, Barbados, the Eastern Caribbean, Trinidad and Tobago, Canada, the
United Kingdom, the United States of America (USA) and Guyana.

Of the 18 components selected, we performed an audit of the complete financial information of 10
components (“full scope components”) which were selected based on their size, risk characteristics or
both. For the remaining 8 components (“specific scope components™), we performed audit procedures on
specific accounts and or analytical procedures within that component that we considered had the potential
for the greatest impact on the significant accounts in the financial statements either due to the size of these
accounts or their risk profile. The audit scope of these components may not have included testing of all
significant accounts of the component but will have contributed to the coverage of significant accounts
tested for the Group.

In relation to the remaining components, none of which are individually greater than 4% of the Group’s
profit before tax we performed other procedures, including analytical review procedures and testing of
consolidation journals, intercompany eliminations and foreign currency translation recalculations to
respond to any potential risks of material misstatement to the Group financial statements.

For components that are in scope of the Group audit, we used component auditors from PwC network
firms and non PwC firms who are familiar with the local laws and regulations to perform this audit work.
Throughout the audit we had regular meetings and correspondence with management and component
auditor teams to follow up progress of work for all components. The group team engagement leader and
the senior members of the group engagement team reviewed reports about the audit approach and
findings of the component auditors.
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Context

The context of our audit is setb the Group’s ma or activities in 2017. The most significant event of the last
twelve months has been the acquisition of 100% of the share capital of Consumer Brands Limited, a
distributor of recognised international and local third party branded household products in Jamaica. This
has therefore become a new key audit matter for our audit in 2017 given the number of significant
management estimates and judgements required to account for the transaction; including valuations of
acquired assets and liabilities, the impact of acquisition accounting, recognition and measurement of

intangible assets identified.

Our other key audit matters relating to goodwill impairment assessment of the United States of America
operations, valuation of pension scheme assets and liabilities and credit risk and impairment of loans and
advances to customers continue to be areas which are significant to the group and involves significant
levels of judgement by management and expert knowledge as in prior year.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated and stand-alone financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated and stand-alone financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

Key audit matter

How our audit addressed the key audit matter

Accounting for business combinations
(Group)

Refer to notes 2(b), 4(ix) and 39 of the consolidated
financial statements for disclosures of related
accounting policies, judgments and estimate and
balances.

On 31 August 2017, the Group acquired 100% of the
share capital of Consumer Brands Limited (CBL).
Management assessed that the acquisition qualified
as a business combination resulting in a bargain
purchase gain of $418.46 million.

Valuations of identifiable net assets acquired were
performed as part of the purchase price allocation
which resulted in the Group recognising intangible
assets in the amount of $576 million and $61
million for supplier and customer relationships
respectively.

We focused on this area due to the significance of
the bargain purchase gain and due to the nature of
business combinations whose requirements can be
complex and require management to exercise
judgement in determining certain estimates. The
most significant is the determination of the
Purchase Price Allocation Valuation (PPAV) which
encompasses:

We read the share purchase agreement and evaluated the
appropriateness of the accounting for the acquisition as a
business combination against management’s accounting
policies and the required accounting standards.

We discussed with management to understand and evaluate
their basis for selecting assumptions. We were assisted by our
valuation expert and assessed the reasonableness of the fair
value conclusion derived for assets and liabilities acquired.
This included evaluating the appropriateness of valuation
methodologies utilised to derive the fair value of identified
intangible assets and testing the reasonableness of the
underlying valuation assumptions and inputs. We achieved
this by corroborating the key variables being the business
growth and discount rates to historic and prospective financial,
industry and economic information, taking into consideration
our knowledge of the Group and its industries. Where
possible, considered third party sources to challenge future
revenue estimates due to changes in the market or actions by
competitors.

We recalculated the bargain purchase gain, being the
difference between the total net consideration paid and the fair
value of the net assets acquired for mathematical accuracy.

.......................................................................................................
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Key audit matter How our audit addressed the key audit matter

e Identifying the assets and liabilities acquired and
determining their fair values and

e Determination of the bargain purchase gain as
the valuation methodology involves significant
areas of judgement, which are based on the
inputs and assumptions in the model, such as
business growth rates and discount rates.

Management engaged external experts to assist with
the determination of the PPAV on the Group’s
acquisition concluded during the year.

Based on the audit procedures performed, no adjustments
were considered necessary.

Gooduwill impairment for the United States of
America (USA) operations (Group)

Refer to notes 2(g), 4(1) and 11 of the consolidated
financial statements for disclosures of related
accounting policies, judgments and estimate and
balances.

The total carrying value of goodwill is $1.409 billion
of which $930 million relates to the USA operations.

The assessment of the carrying value of goodwill
involves judgement in relation to forecasting future
cash flows and is sensitive to growth rates and
discount rates applied to the future cash flows.

The USA operations have experienced growth in
revenues resulting in profits and the business is
almost fully integrated within the Group. As a result,
management’s focus is now on achieving
warehousing and logistics efficiencies. Whilst there
has been a reduction compared to prior years, the
USA operations continue to receive working capital
assistance from the parent company albeit in a
reduced capacity, and as such it remains an area of
focus.

We tested management’s assumptions used in their
impairment testing model for goodwill, including the future
cash flow projections, discount rates and growth rates applied.
The following procedures were performed;

We obtained management’s discounted cash flow model ( C )
including qualitative and quantitative analyses and obtained
an understanding of the process used by management to
determine fair value of the reporting unit.

We were assisted by our valuation experts to review the
appropriateness of the assumptions and methodology used in
the DCF.

We tested the mathematical accuracy of the underlying
calculations included in the DCF model.

We agreed 31 December 2017 base year financial information
to the audited results and compared the current year’s forecast
to most recent audited results to evaluate management’s abilit
to accurately forecast financial information

We assessed management's key assumptions by comparing
them to historical results and economic and industry data
where available.

Sensitivity analysis was performed by looking at changes in
management's revenue growth rates, gross margin, EBITDA
margin and WACC, and changes in working capital
requirements.

We considered subsequent events and their impact on the
entity's cash flows and forecasts.

We found the assumptions to be consistent and in line with our
expectations.
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Key audit matter How our audit addressed the key audit matter

Valuation of pension plan assets and other
post-employment obligations (Group and

Company)

Refer to notes 2(m), 4(iii) and 14 of the consolidated = 'We performed the following procedures on the valuations of
financial statements for disclosures of related the pension plan assets and other post-employment
accounting policies, judgments and estimate and obligations as follows:

balances.

The Group has defined benefit pension plans with We evaluated management’s assumptions made in relation to
pension plan assets and other post-employment the valuations of the pension assets and other-post
obligations which are significant in the context of employment obligations and the assumptions around salary
the overall statement of financial position of the increases and mortality rates by comparing them to national

Group and Company. Pension plan assets amounted and industry averages.
to $6.309 billion for both Group and Company and
other post-employment obligations amounted to
$5.130 billion and $2.443 billion for Group and

We agreed the discount and inflation rates used in the
valuation of the other post-employment obligations to those
issued by the Institute of Chartered Accountants of Jamaica.

Company respectively.

We tested the completeness and accuracy of data extracted
We focused on this area as the valuation of the and supplied to the Group’s actuar , which is used to calculate
pension liabilities requires significant levels of the pension scheme surplus or deficit.

judgement and technical expertise in choosing
appropriate assumptions. A number of the key
assumptions can have a material impact on the
calculation of the liability including;

We engaged our actuarial specialist and liaised with
management and their actuary to understand and review the
judgements made in determining key economic assumptions
used in the calculation of the liability.

salary increases
inflation

discount rates and;
mortality rates

Based on the audit evidence obtained, we determined that the
data and assumptions used by management in the actuarial
valuations and determination of the fair value of the pension
plan assets and post-employment obligations were supported
by the available audit evidence.

The pension assets include significant pension asset
investments, the fair value measurement of which
includes some judgement.

Management uses external actuaries to assist in
determining these assumptions and in valuing the
pension plan assets and other post-employment
obligations.

We understood and tested the operating effectiveness of

Credit risk and impairment of loans and ; S
controls impacting impairment and focused on:

recetvables to customers (Group)

e credit approval being supported by proper documentation

Refer to notes 2(h), 4(viii) and 9 of the consolidated and appropriate loan underwriting in accordance with the
financial statements for disclosures of related Group’s policies;

accounting policies, judgments and estimate and

balances. e automated identification of loans classified as delinquent by

the system and days outstanding correctly reflected; and
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Key audit matter How our audit addressed the key audit matter

The Group has loans receivable balances disclosed ¢ adjustments for credit losses are supported, correctly

in Note 9 which are significant in the context of the posted and appropriately approved.

overall Group statement of financial position

representing 21% of total assets. We found that these key controls were designed, implemented

and operated effectively, and therefore we determined that we
Included in loan receivables are loans and advances  could place reliance on these key controls for the purposes of
to customers amounting to $27.054 billion, of which  our audit.
$1.578 billion is impaired and $633.3 million is

subject to an impairment charge. These loans and In addition, we have performed the following detailed testing

advances consist of mortgages, commercial and procedures:

other loans to customers for which the underlying

properties are pledged as collateral. We understood management’s basis for determining whether a
loan is impaired as disclosed in Note 2(h) and evaluated the

Impairment is a subjective area due to the level of reasonableness using our understanding of the Group’s lending

judgement applied by management in determining portfolios and our broader industry knowledge.

provisions.

We tested completeness of the loan provision balance based
on non-performing loans within the portfolio and considered

We focused on the impairment assessment as the the reasonableness of management’s assumptions in prior
assumptions used for estimating both the amount year based on the realised value of the security sold.
and timing of future cash flows are complex and
involve significant judgment by management, We tested a sample of performing loans and examined the
including: status of the loan account subsequent to year end to determine
if there were any indicators of impairment.

e Classification of loans as impaired: we focused For a sample of non-performing loans we gained an

on the completeness of the customer accounts understanding of the latest developments at the borrowers and

that are included in the impairment assessment; ~ the basis of measuring the impairment provisions and
considered whether key judgments were appropriate given the

e Valuation of real estate property pledged as borrowers’ circumstances. We also re-performed
collateral: this is the most significant repayment  management’s impairment calculation. In addition, we tested
source for impaired mortgages and impaired key inputs to the impairment calculation including the
commercial loans. The estimation of collateral expected future cash flows and valuation of collateral held, and
values is impacted by market trends as well as determined reasonablel?ess of valuation of real estate collateral
the circumstances of the specific property and based on use of our auditors’ e pert. Where cash flows are

from real estate, sensitivity analyses were performed by
] ) varying the time taken to sell the property where considered
e The key assumptions and judgments made by necessary.

management when calculating the provision for

individually impaired loans and loan portfolioby =~ We tested management’s impairment assessment calculation
sector collectively. Key assumptions and for loans by sector by evaluating the default rate model,
judgments include the estimated costs to sell the  compared inputs to relevant data including historical loss
collateral, time to liquidate the pledged collateral ~experience for loans with similar risk characteristics. We also
and the amount and timing of collection of cash  tested the calculations for mathematical accuracy, noting no
exceptions.

involves judgment and specialised skills; and

flows from other sources than pledged collateral

as well as default rates. ) . ) ) .
No exceptions requiring management to adjust their provision

were noted as a result of the procedures we performed.

.......................................................................................................
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Other information

Management is responsible for the other information. The other information comprises the Annual Report
(but does not include the consolidated and stand-alone financial statements and our auditor’s report
thereon), which is expected to be made available to us after this auditor’s report date.

Our opinion on the consolidated and stand-alone financial statements does not cover the other
information and we will not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated and stand-alone financial statements, our responsibility
is to read the other information identified above when it becomes available and, in doing so, consider
whether the other information is materially inconsistent with the consolidated and stand-alone financial
statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.

When we read the Annual Report, if we conclude that there is a material misstatement therein, we are
required to communicate the matter to those charged with governance.

Responsibilities of management and those charged with governance for the
consolidated and stand-alone financial statements

Management is responsible for the preparation of the consolidated and stand-alone financial statements
that give a true and fair view in accordance with IFRS and the requirements of the Jamaican Companies
Act, and for such internal control as management determines is necessary to enable the preparation of
consolidated and stand-alone financial statements that are free from material misstatement, whether due
to fraud or error.

In preparing the consolidated and stand-alone financial statements, management is responsible for
assessing the Group and Compan s ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting unless management
either intends to liquidate the Group, the Company or to cease operations, or has no realistic alternative
but to do so.

Those charged with governance are responsible for overseeing the Group and Company’s financial
reporting process.

Auditor’s responsibilities for the audit of the consolidated and stand-alone financial
statements

Our objectives are to obtain reasonable assurance about whether the consolidated and stand-alone
financial statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these consolidated and stand-alone financial statements.

.......................................................................................................
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As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the consolidated and stand-alone financial
statements, whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

¢ Obtain an understanding of internal control relevant to the audit 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 Group and Company’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group and Company’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the consolidated and stand-alone financial statements or,
if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. owever, future events or conditions ma
cause the Group or Company to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the consolidated and stand-alone financial
statements, including the disclosures, and whether the consolidated and stand-alone financial
statements represent the underlying transactions and events in a manner that achieves fair
presentation.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the Group audit. We remain
solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.
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From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated and stand-alone financial statements of the
current period and are therefore the e audit matters. We describe these matters in our auditor’s report
unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of such
communication.

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 stand-alone financial statements are in agreement
therewith and give the information required by the Jamaican Companies Act, in the manner so required.

he engagement partner on the audit resulting in this independent auditor’s report is Peter Williams.

%QW&W—

Chartered Accountants
1 March 2018
Kingston, Jamaica
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GraceKennedy Limited

Consolidated Statement of Financial Position

31 December 2017

{expressed in Jamaican dollars unless otherwise indicated)

2017 2016
Note $'000 $'000
Assols
Cash and deposits 5 12,084,245 12,276,647
Investiment securities -] 31,853,038 23,874,248
Pledged assels -] 4,827 305 15,419,427
Receivables 7 15,848,567 13,688,237
Inventorios 8 11,253,140 11,461,283
Loans receivable 2] 27,548,329 25,928,057
Taxation recoverabla 788,680 424,239
Investments in associates 10 1,788,220 1,743,984
Invesiment properties 3B 518,000 584,000
Intangible assels 11 4398127 4024 272
Fixed assols 12 11,716,661 10,111,671
Deferned tax assols 13 B3G,477 801,008
Pension plan asset 14 6,308,843 6,142,078
Total Assets 129,988,640 126,479,149
Liabilities
Deposits 33,530,523 30,653,888
Securities sold under agreameants to repurchase 3,782.720 12,343,432
Bank and octher loans 15 18,515,615 13,242 037
Payables 18 22,210,899 20,325 181
Taxalion 427 486 372,33
Dreferred tax labilitics 13 1,369,254 1,397 B5T
Other post-employment obligations 14 5,129,990 4,408,015
Total Liabilities 82,976,527 82,940,541
Equity
Capital and reserves attributable to the company’s owners
Share capital 17 540,951 534,248
Capital and fair value rescrves 18 6,089,245 5,805,054
Retained camings 32,120,056 29,333,152
Banking resonves 19 3044111 2,772,209
Other reserves 20 3,428 449 3,619,261
45222 812 42,063,925
Non-Controlling interests 21 1.789,3M 1,474 GAA
Total Equity 47,012,113 43,538,608
Total Equity and Liabilities 129,988,640 126,479,148
Approved for issue by the Board of Directors on 1 March 2018 and signed on its behalf by:
| 1 L§ C S
Gordon Shirley | = Chairman Donald chbﬁ \Broup Chief Exccutive Officer
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GraceKennedy Limited

Consolidated Income Staternent
Year ended 31 December 2017
(expressed in Jamaican dollars unless otherwise indicated)

2017 2016
Note $'000 £'000
Revenues 23 92,475,652 88,267,589
Expenses 24 (BB.944,423) (84,684, 563)
3,531,229 3,583,026
Other income 25 2,088,006 2,383,733
Profit from Operations 5,619,235 5,966,759
Interast income — non-financial services ara 22 372,276
Interast expense — non-financial services (662, B5T) (B78,856)
Share of results of associaled companies 10 484 972 441,151
Profit before Taxation 5,819,662 6,103,330
Taxation 27 (1,047 462) (1,568,458)
MNET PROFIT 4,772,100 4,534 862
Attributable to:
Ownars of Gracakennady Limited 2B 4116101 4,004 538
Non-Contralling interasts el 655,889 530,323
4,772,100 4,534 862
5 5
Earnings per Stock Unit for profit attributable to the owners of the company during the year: a0
Basic 415 4.04
Diluted 4,14 4.03

.......................................................................................................
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GraceKennedy Limited

Consolidated Statement of Comprehensive Income
Year ended 31 December 2017
(expressed in Jamaican dollars unless otherwise indicated)

2017 2016
Note §000 §'000
Profit for the year 4,772,100 4,534 862
Other comprehensive income:
ltems that will not be reclassifed to profit or loss.
Gains on revaluation of land and buildings 23,027 431,032
Remeasurements of post-employment benefit obligations 58,934 664,481
Share of other comprehensive income of associated companics 3.436 24,327
85,397 1,119,820
ftems that may be subsequently reclagsiiicd to profit or loss:
Forgign currency translation adjustments {201,407) (346,823)
Fair value gains 250677 308,665
Share of other comprahensive income of associated companies (22,803) 80,322
26,367 42,364
Other comprehensive income for the year, net of tax 111,764 1,162,184
Total comprehensive income for the year 4,883, 864 5,647,046
Attributable to:
Owners of GraceKenngdy Limited 4,248,634 5,156,200
Mon-Controlling interests 21 635,230 40,848
4,883,864 5,697,046

.......................................................................................................
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GraceKennedy Limited

Consolidated Statement of Changes in Equity
Year ended 31 December 2017
{(expressed in Jamaican dollars unless otherwise indicated)

Nen-
Contraolling Total
Attributable to owners of the parent Interest Equity
Humber Capital and
of Stock Share  FairValue  Retained Banking Other
Units  Capital Reserves  Eamings  Reserves  Reserves
Note ‘0oo $'000 $'000 $'000 $'000 $000 $000 $'000
Balance at 1 January 2016 991,920 587,789 5,132,759 25971707 2,588,019 3.787 167 1325621 38,373,062
Profit for the year - - - 4,004,538 - - 530,323 4,534 862
Other comprehensive income for
the year - - TE9,791 660,685 - (278,818) 10,523 1,162,184
Total comprehensive income for
2016 - - TED, 791 4,665,227 - (278,818) 540,846 5,607,046
Transactions with owners:
|zssue of shares 17 (b) 2,050 37,668 - - - - . 47,6688
Sale of treasury shares 17 (e} Az4 13,418 - - - - - 13,418
Purchase of reasury shares 17 (&) (5.447) (205,952) - - - - - {205,952}
Share-based paymenis:
Walue of services received 17 {h) - - - - - 23,590 226 23,816
Transfer of treasury shares 1o
employoes 17z} 3532 121,326 25,343 = - (146,669) . *
Transfer of non-controlling
interests 21 - - 1,983 - - - (1,983) -
Dividends paid by subsidiaries 1o
non-controlling interests i - - - - = - (390,027) (390,027}
Dividends pald 29 - - - (1.010,423) - - - (1,010.423)
Tatal transactions with cwners 458 {33,540) 2706 (1,010423) - (123,078) (391,784} (1,531,500}
Transfers between reserves:
From capital reservas - - {124,822) 124 822 . - . -
To banking reserves - - . (184,1890) 184,190 . . s
To other reserves - - - (233,991) - 233,991 . -
Balance at 31 December 2016 992,379 534,249 5,805,054 28,333,152 2,772,209 3,619,261 1,474,683 43,538,608
Profit for the year - . - 4 116,101 - - 655,999 4,772,100
Other comprahensive income for
the: year . . 274,508 67,509 - (209,482) (20,764) 111.764
Total comprehensive income for
207 = - 274,508 4183810 - (2089, 482) 635,230 4, BES BE4
Transactions with ownears:
Sale of reasury shares 17 g} 122 5,027 - - - = = 5,027
Purchase of treasury shares 17 {c) (738)  (29.582) - - - - - (20,592)
Share-based paymenis:
Walue of services recaived 17 (h} - = - - - 56,337 623 56,960
Transfer of treasury shares to
employees 17 (e) &89 31,267 6,400 - - (37,66T) - -
Dividends paid by subsidiaries to
nan-contralling interasts | - - - - - - [321,235) (321,235)
Dividhends paid 29 - - - (1.121,519) - - - (1,121,519)
Total transactions with cwners 275 6,702 6,400 (1,121,518) - 18,670 (320612)  (1.410,358)
Transfars between rasarves:
To capilal reserves - - 3,285 (3.285) - - . *
To banking reserves - - - (271,902) 271,902 - - -
Balance at 31 December 2017 952,654 540,951 6,089,245 32,120,055 3,044,111 3,428,448 1,789,301 47,012,113




W )

GraceKennedy /nnualReport 2017 Audited Financial Statements

GraceKennedy Limited

Consolidated Statement of Cash Flows
Year ended 31 December 2017

(expressed in Jamaican dollars unless otherwise indicated)

2017 2016
Note %000 £'000
SOURCES/(USES) OF CASH:
Operating Activities kh (493,760) 11,122,250
Financing Activities
Loans received 5,284 480 2,949 444
Loans repaid (2,568,620) (2,995,936)
Dividends paid by subsidiary to non-controlling interests | {321,235) (390,027)
Purchase of traasury shares 17 (28,582) (205.952)
Sale of treasury shares 17 5,027 13,418
Issue of shares 17 - a7 668
Interest paid — non financial services (674,091) (689,416)
Dividends 29 (1,121,519) {1,010,423)
574,450 (2,281,224)
Investing Activities
Additions to fixed assets'™ 12 (2,639,331) (1,818,363)
Proceods from disposal of fixed assots 65,518 42,899
Additions to investmant proparties - (38,643)
Additions to investments {8,087,043) (6,549,167)
Cash outflow on acquisition of subsidiary 39 (B841,970) -
Proceeds from sale of investments 10,265,348 24708937
Met procecds from disposal of associated company 55,506 -
Additions to intangibles 11 (334,6089) (390,751)
Interast received — non financial services aTe,.a08 373,094
{936,762) (5,909,094)
(Decrease)fincrease in cash and cash equivalents (858,072) 282,032
Cash and cash equivalents at beginning of year 10,210,801 7,074,059
Exchange and translation (losses)gains on nat foreign cash balances (52,434) 35710
CASH AND CASH EQUIVALENTS AT END OF YEAR 5 0,402 295 10,310,801

The principal non-cash transactions include:

B Acquisition of fixed assets under finance lease of $32,647,000 (2016: $109,862,000), (Mote 12).

.......................................................................................................
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GraceKennedy Limited

Company Statement of Financial Position
31 December 2017
(expressed in Jamaican dollars unless otherwise indicated)

2017 2016
Note %000 £'000
Assels
Cash and deposits b 1,944 451 2,600,811
Investment securitias G 6,513,558 6,761,609
Receivables T 1,434 445 1,352,108
Inventories 8 2521134 2,589,643
Loans receivable 9 3,369,306 3,175,183
Subsidiaries M 1,063,372 479,762
Taxation recoverable 231,969 191,885
Investments in associates 10 49,630 49 698
Investiments in subsidiaries 15,756,643 14,648,540
Intangible assels 1" 222025 130,014
Fixed assols 12 299,369 200,284
Fension plan agset 14 6,308,843 6,142,078
Total Assets 39,704,843 38,520,615
Liabilities
Bank and other loans 15 4,053,268 4,446,639
Payables 16 2,544 BT0 2,600,965
Subsidiaries K2 3,403,955 2,784,294
Daferred tax liabilities 13 8a2 998 981,093
Other post-amploymeant abligations 14 2,443 443 2.163.27M
Total Liabilities 13,328,334 12,876,262
Equity
Share capital 17 540,951 534,249
Capital and fair value reserves 18 404,977 356,298
Retained camings 25,365,279 24,585,435
Other raserves 20 65,302 68,371
Total Equity 26,376,509 25,544,353
Total Equity and Liabilities 39,704,843 38,520,815
Approved for jsstie by the Board of Directors on 1 March 2018 and signed on its behalf by:
1S € mSiran
Gordon Shirley b Chairman Donald chby\ Eroup Chief Executive Officer

.......................................................................................................
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GraceKennedy Limited

Company Income Statement
Year ended 31 December 2017

(expressed in Jamaican dollars unless otherwise indicated)

2017 2016

Note %000 £'000

Revenue 23 17,623,999 16,974 485
Cast of goods sold (13,746,257) {13,238,361)
Gross Profit 3877, 742 3735125
Other income 25 4,618,770 4,799,017
Administration expenses (7.115.923) (7.147.063)
Profit from Operations 1,380,588 1,387,078
Interest income 541,547 549,282
Interest expense (342,158) (355,206)
Profit bafore Taxation 1,578 880 1,581,155
Taxation 27 154,744 156,088
NET PROFIT 28 1,734,724 1,737,241

.......................................................................................................
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GraceKennedy Limited

Company Statement of Comprehensive Income
Year ended 31 December 2017
(expressed in Jamaican dollars unless otherwise indicated)

2017 2016
$'000 $'000
Profit for the year 1,734,724 1,737,241
Other comprehensive income:
tams that will not ba reclassifed to profit or loss!
Gains on revaluation of land and buildings - 7.534
Remeasurements of post-employment benefit obligalions 166,639 713,13
166,639 720,885
Items that may be subsequently reclassified to profit or loss:
Fair value gains 42,279 70,182
42,279 70,192
Other comprehensive income for the year, net of tax 208,918 780, 8657
Total comprehensive income for the year 1,943,642 2,528,098

Items in the statement above are disclosed net of tax.  The income tax relating to each companant of other comprehensive income is disclosad in
MNote 27.

.......................................................................................................
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GraceKennedy Limited

Company Statement of Changes in Equity
Year ended 31 December 2017

(expressed in Jamaican dollars unless otherwise indicated)

Number Capital and
of Stock Share  Fair Value Retained Other
Units Capital Reserves Earnings Reserves Total
Note ‘000 £'000 £'000 £'000 $'000 £'000
Balance at 1 January 2016 991,920 SE7.789 253,229 23,347,752 - 24168770
Profit for the year - - - 1,737,241 - 1,737,241
Other comprehensive income for the year - - 77,726 713,131 - THO,B5T
Total comprehensive income for 2016 - - 77.726 2,450,372 - 2,528,088
Transactions with cwners:
Issue of shares 17 (B) 2,050 A7 668 - - - 37 668
Sale of treasury shares 17 (e) 324 13,418 - - - 13,418
Purchase of ireasury shares 17 (c) {5.447) (208,252) - - - (205,852)
Share-basced payments:

Value of services recoived 20 - - - - 12,774 12,774

Transfer of treasury shares to employess 17 (&) 3,532 121,326 25,343 - (146, 668) -
Dividends paid 28 - - - {(1,010,423) - (1.010,423)
Total transactions with owners 459 (33,540) 25,343 (1,010423) (133.8958] (1,152,515)
Transfers between reserves:

To other reserves - - - (202,2686) 202,266 =
Balance at 31 December 2018 992,379 534,249 356,208 24, 585435 B8,37T1 25,544 353
Frofit for the: year - - - 1,734,724 - 1,734,724
Other comprehensive income for the year - - 42,279 166,639 = 208,918
Tatal comprehensiva income for 2017 - - 42 2749 1,801,363 - 1,043,642
Transactions with owners:

Sale of treasury shares 17 (&) 122 5,027 - - - 5,027
Purchase of treasury shares 17 (&) (Tag)  (29,582) - - - (29,592)
Share-based payments:

Value of services received 20 - - - - 34,598 34,698

Transfer of treasury shares to employees 17 (c) B89 31,267 400 - (37,8667) -
Dividends paid 29 - - - (1,121,519 - {1,121,518)
Tolal transactions with owners 275 B.702 8400  (1.121.519) (3.089) (1,111.486)
Balance at 31 December 2017 992,654 540,951 404977 25385279 B5,302 26,376,509
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GraceKennedy Limited

Company Statement of Cash Flows
Year ended 31 December 2017
(expressed in Jamaican dollars unless otherwise indicated)

2017 2016
Mote $'000 $'000
SOURCES/{USES) OF CASH:

Operating Activities 31 1,979,304 2,474,085

Financing Activities
Loans received 1,805,086 609,344
Loans repaid (1,108,119) (1,121,285)
Purchase of reasury shares 17 (29,592) (205,952)
Sala of treasury shares 17 5,027 13,418
lssue of shares 17 - 37,668
Interest paid (348,989) {365,490)
Dividends 28 (1,121518) (1.010.423)

{798,106) (2.042,800)

Investing Activities

Additions to fixed assels 12 (90,808) (109,238)
Proceeds from disposal of fixed assots 20,630 3782
Additions to investrments (1,138,110} (316,802)
Loans receivable, net (184,123) (41,437)
Proceeds from sale of investments 1,305,128 220,877
Investment in subsidiary (1,108,170) {100,000)
Proceeds from disposal of subsidiary 10,597 53,703
Additions to intangibles 11 {155,400) (65,343)
Interast received 543,143 550,102
(787,113 195,646
Increase in cash and cash equivalents 384 085 28911
Cash and cash equivalents at beginning of year 1,646,002 868,036
Exchange and ranslation (losses)gains on net foreign cash balances (16.461) 51,055
CGASH AND CASH EQUIVALENTS AT END OF YEAR 5 1,913,626 1,546,002

.......................................................................................................
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GraceKennedy Limited

Motes to the Financial Statements

31 December 2017

(expressed in Jamaican dollars unless otherwise indicated)

1. Identification

Gracakennedy Limited (the company) i& a company limited by shares, incorporated and domiciled in Jamaica. The registered office of the
company is located at 73 Harbour Street, Kingslon, Jamaica.

The company & a publicly listed company having its primary listing on the Jamaica Stock Exchange, with further listing on the Trinkdad and Tobago
Stock Exchange.

The Group is organised into two divisions namely, GK Foods and GK Financial Group. The GK Foods division comprises all tha food ralated
companics while the GK Financial Group division comprises all the financial sorvices companies in the Group. For the purpose of segment
reparting the Group reparts its results under the four segmeants described below.

The principal activites 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 intermationally; processing and distribution of food products; and the
operation of a chain of supermarkets.

Banking and Investments -
Commercial banking; stock brokerage, corporate finance; advisory services, and lease financing.

Insurance -
General insurance and insurance brokerage.

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

2. Significant Accounting Pelicies

The principal accounting policies applied in the preparation of these financial stalements are set out below. These palicies have been congistantly
applied for all the years presented, unless otherwise statod.

(a) Basis of preparation
These consolidated financial statements have been prepared in accordance with Intemational Financial Reporting Standards (IFRS), and
have been prepared under the historical cost convention as modified by the revaluation of certain fixed and financial assels, investment
properlies and financial liabiliies.

The preparation of financial statemants in conformity with IFRS requires the use of certain critical accounting estimates. |f also requires
management o 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 amendments and clarfications to existing standards have been published that became effective during the current financial year.
The Group has assessed the relevance of all such new amendments and clarifications and has put into effect the following, which are
immediately relevant to its operalions.

= Amendments to 1AS 12, ‘Income Taxes' (effective for annual periods beginning on or after 1 January 2017). The amendments clarify
the accounting for deferred tax where an assel is measured at fair value and that fair value is below the assel's tax bese, Thoy also
clarify ceriain other aspects of accounting for deferred tax assets. Deferred tax assels are assessed in combinalion with other defemred
tax azsets where the tax law does not restrict the source of taxable profits against which particular types of defermed tax assets can be
recovared. Whera restrictions apply, deferred tax assels are assessed in combination only with other deferred tax assels of the same
type. The amendment atso clarifies that tax deductions resulting from the reversal of deferred tax assets are excluded fromthe estimated
future taxable profit that is used to avaluate the racoverability of those assats. There was noimpact from the adoption of this amendment.
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GraceKennedy Limited

Notes to the Financial Statements

31 December 2017

{expressed in Jamaican dollars unless otherwise indicated)

2. Significant Accounting Policies (Continued)

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

«  Amendments to 1AS 7, "Slatement of Cash flows' (effective for annual periods beginning on or after 1 January 2017). The amandment
introduces an additional disclosure that will enable users of financial statements 1o evaluate changes in liabilities arising from financing
activities. The amendment is part of the IASB's Disclosure Initiative, which continues o explone how financial statementdisclosun: can
ha improved. An entity is required to disclose information that will allow users to undaratand changes in liabilities arising from financing
activities. This includes changes arising from cash flows, such as drawdowns and repayments of bomowings, and non-cash changes,
such as acquisitions, disposals and unrealised exchange differences. The reconciliation of changas in liabilities. ansing from financing
activities is disclosed in (Mote 31).

+ Annual improvements to IFRSs 2014 - 2016 cycles. The ameandment to IFRS 12, Disclosure of interests in ather antities” (efective for
annual pericds beginning on or after 1 Janwary 2017) clanfies that the disclosure requirements of IFRS 12 apply to interests in entities
that are classified as held for sale, except for the summarised infarmation. There was no impact from the adoption of this amendment
as the Group does not have interests in enlities classified as held for sale.

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

Al the date of authorisation of these financial statements a number of new standards and amandmants to standards are effective for annual
pericds beginning after 1 January 2017, and have not been applied in preparing these consolidated financial statements. Mone of thase is
expected to have a significant effect on the consolidated financial statements of the Group, except the following set out belew:

s IFRE 9, 'Financial instruments’, addresses the classification, measurement and recognition of financial assets and financial
liabilities. The complete version of IFRS 9 was issued in July 2014, It replaces the guidance in 1AS 39 that relates to the classification
and measurement of financial instruments. IFRS 9 retains but simplifies the mixed measurement model and ostablishes three
primary measurement calegories for financial assets: amortised cost, fair value through other comprehensive income (FYOCIH) and
fair value through profit or loss (FYPL). The basis of classification depends on the entity's business model and the contractual cash
flow characteristics of the financial asset. Investments in equity instruments are requirad 1o ba measured at FVPL with the
imevocable oplion at inception to present changes in fair value in OCI not recycling. There is now a new expecled credit losses
model that replaces the incurred loss impairment model used in 1AS 39, For financial liabilities there were no changes to
classification and maasurement except for tha racognition of changes in awn credit risk in other comprahansive income, for liabilitios
designated at FVPL. IFR.S 9 relaxes the requirements for hedge effectiveness by replacing the bright line hedge effectivenass tests.
It requires an economic relationship between the hedged item and hedging instrument and for the ‘hedged ratio’ to be the same as
the ona management actually use for risk management purposes. Contemporaneous documentation is atill required but is different
to that currently prepared under LAS 39, The standard is effective for accounting periods beginning on or after 1 January 2018,
Early adoption is parmitted.

The Group & in the process of assessing the impact of IFRS 9 on its financial statements. A Group Steering Committes with
representation from a number of functional arcas and lead by the Group Finance Unit was created to oversee the implementation
project. The project involves three main phases:

- Phase 1: Key decisions; this includes identification of key decisions, deciding on the measurement and classfication for all
instruments, determining stage migration and cure rate thresholds;

= Phase 2: Scanario Modalling; this includes determination of relevant forward looking scenarios, estimating probabiities of default
(PO} and expected credit losses (ECL),

= Phase J: Embedding — This includes integration of the new accounting standard into the existing reporing struchure, including
moadifications to processes and systems as required, staff training, converting and validating data, and drafting disclosures for the
financial statemeants.

The Group has substantially complated Phase 1 and Phase 2 and key decisions around classification and measurement, forward
lecking information and PDs are currently being reviewed.
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2. Significant Accounting Policies (Continued)

(a) Basis of preparation (continued)

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

» IFR3 9 {continued)
Classification and measurement

Dabt instruments
The standard intreduces new requirements to determine the measurement basis of financial assets, involving the cash fow
characteristics of assets and the business modele under which they are managed.

= Investment soountios
The Group currently classifies its invesiment securtias as available for sale. Based on the conditions for clagsification, the
Group expects thal majority of itz investimeniz will meet the “solely paymenis of principal and interest’ (SPPI} criteria. Debt
instruments are largely held o collect contractual cash flows or are liquidated to meet liquidity requirements or maintain a
specific interest yield profile. Thesa instrumeants will be measurad at either amaortised cost or FVOCI. The change to amortised
cost will resull in the reversal of cumulative fair value gains/{losses) for related instruments as al 1 January 2018. There is no
impact for investments measurad at FVOCI,

- Loans and receivables
The Group currently classifies its loans and recelvables at amortised cost. Based on the conditions for classification, the
Group expects that majority of its lcans and receivables will meel the SPPI criteria. Loans and receivables are largely held to
collect contractual cash flows and will continue 1o be measured at amortised cost.

Equily instrumeants
The Group currently classifies its equity instruments as available for sale. With the adoption of IFRS 9, the Group has concluded
an the following:

- Measura all trading equity instruments at FVPL. The change will rasult in related fair valua gains/losses) being transfarred
from the fair value reserve o retained earnings for instruments measured al FYPL on 1 January 2018,

- The Group has elected to irrevocably designate at FVOC its existing non-trading equity portfolio. The changes in fair value of
such securities will no longer be reclassified to profit or loss when they are disposed.

Financial iabiities

There will be no impact on the Group's accounting for inancial iabilitics, as the new requirements only affect the accountng for inancial
liabilities that are designated at FVPL and the Group does not have any such labiliies. The deracagnition rules have bean transfarred
from [AS 39 Financial Instruments: Recognilion and Meessurement and have nol been changed.

Impairment

The new impairment model requires the recognition of impairment provisions based on ECL rather than only incurred cradit losses
as is the case under |AS 39, It applies lo financial assels classified al amortised cost, debt instruments measured at FVOC|, contract
assals under IFRS 15 Revenue from Contracts with Cusfomers, laase receivables, lnan commitments and certain financial
guarantee contracts.

Application of the Genaral Modsl

The adoption of IFRS 9 will have a significant impact on the Group's impairment methodology. The Group has applied the ‘general
model’ as required under IFRS 9 for debt instruments other than trade recoivables. Under this model, the Group is requined to assess
on a forward-looking basis the ECL associatad with its debt instrument assets carded at amortised cost and FVYOCH and with the
exposure arsing from loan commitments and financial guarantee contracts. The ECL will be recognised in profit or loss before a loss
avent has occurred, which could result in earier recognition of credit losses compared to tha current madel. The measurement of ECL
reflects an unbiased and probability-weighted amount that is determined by evaluating a range of possible outcomes. The probability-
weighted oulcome considers mulliple scenarios based on reasonable and supportable forecasts. Under current guidance, impairment
amaount represents the single best outcome; the time value of monoy; and reasonable and supportable information that is availablo
without undue cost or efior at the reporing date about past events, current conditions and forecasts of fulure economic conditions.

IFRS 8 considers the calculation of ECL by multiplying the Probability of default (PD), Loss Given Dafault (LGD) and Exposurs at
Default (EAD).
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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)

« |FRS 2 (conlinued)
IFRS 2 Impaimment model uses a three slage approach based on the exlent of credit detenioration since criginalion:

Stage 1 - 12-month ECL applias to all financial assats that have not exparienced a significant increase in credit risk snce origination
and are not credit impaired. The ECL will be computed wsing a 12-month PD that represents the probablity of default occurring over
the next 12 months. For those assets with a remaining maturity of less than 12 months, a PD is used thal comesponcs to remaining
maturity. This Stage 1 approach is different than the current approach which estimates a collective allowance to recogrise losses that
have been incurred but not reported on performing loans.

Stege 2 =When a financial assel experiences a significant increase in credit risk subsequent to ongination but i not credit impairad, it
is considered to be in Stage 2. This requires the computation of ECL based on lifetime PD that represents the probability of default
occurting over the remaining estimated life of the financial asset. Provisions are higher in this stage because of an increase in risk and
the impact of a longer ime horizon being considered compared o 12 months in Stage 1.

Stage 3 — Financial assats that have an objective evidence of impairment will be included in this stage. Similar to Stage 2 the allowanca
for credit losses will continue 1o capture the lifetime ECL.

Some of the kay contepts in IFRS 9 that have the mast significant impact and require a high level of judgament ars:

Assessment of Significant Increase in Credif Risk

The assessment of a significant increase in credit risk is done on a relative basis. To assess whether the credit risk on afinancial assat
has increased significantly since ongination, the Group compares the risk of default occurring over the expected life of the financial
assel al the reporing date to the cormesponding risk of default at ongination, using key risk indicalors that are used in the Group's
exisling risk management processes. Al each repording date, Ihe azsessment of a change in credit risk will be individually assessad for
those considered individually significant and at the segment level for retaill exposures. This assessment is symmetical in nature,
allowing credit risk of financial assats to mowve back to Stage 1 if the increase in credit risk since origination has reduced and is no
lenger deemed to be significant.

Mecroeconomic Faectors, Forward Looking Informalion and Mulliple Scenarios
IFRS 9 requires an unbiased and probabilily weighted estimate of credit losses by evalualing a range of possible cutcomes that
incorporates forecasts of future economic conditions.

Macrogconomic factors and forward looking information ane requined to be incorporated into the measwrement of ECL as well as the
determination of whathar there has been a significant increase in credit risk since ongination. Maasurement of ECLS ateach reporting
period should reflect reasonable and supportable information at the reporting date about past events, cument conditions and forecasts
of future economic conditions.

The Group will usa three scenarios that will be probability waighted to determine ECL.

Expecled Life

When measuring ECL, the Group must consider the maximum contractual period over which the Group is exposed to cradit risk. Al
contractual terms should be considered whan detarmining the expected life, including prepayment options and extension and rollover
oplions. For certain revolving credit facilities that do not have a fixed maturity, the expected life is estimated based on the pariod over
which the Group is exposed to credit risk and where the credit lesses would not be mitigated by management actions,

Application of the Simpliied Approach

IFRS & parmits the use of a simplified approach for trade recetvables. For trade recaivables that do not contain a signifcant financing
component, the impaiment provision is measured at initial recognition and throughout the life of the receivables using a lifetime ECL.
As a practical expedient, a provision matrix can be utilised in determining the fetime ECLs for trade receivalies.

The simplified approach may be ulilised for companies within the Group with trade receivables. The lifetime ECLs are determined by

taking into consideration historical rates of default for each segment of aged receivables as well as the estimated impact of forward
looking information.
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2. Significant Accounting Policies (Continued)
(a) Basis of preparation (continued)

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

» IFR3 9 (continued)
Lati nid i gL il

The new standard also introduces expandad disclosure requiremeants and changas in presentation. These are expected to change the
nature and extent of the Group's disclosures about its financial instruments particularly in the year of adoption of the now standard.

The Group will apply the modified retrospective approach as allowed under IFRS 9. Under this approach, cumulative retrospactive
adjusimenis will be made against cpening retained eamings as al 1 January 2018, Comparatives for 2017 will not be restated.

The estimated impact relates primarily to the implementation of the ECL requirements. As part of phase 2 and 3, the Group will continue
1o revise, refine and validate the impairment models and related process controls.

+ |FRS 15, ‘Revenue from contracts with customers’ deals with revenue recognition and establishes principles for reporting useful
infermation to users of financial statements abaut the nature, amaunt, timing and uncertainty of revenue and cash flows arising
fram an entity's contracts with customars. Revenus is recognised when a customer ablaine contral of a good or service and thus
has the ability to direct the use and oblain the benefits from the good or service. The standard replaces |AS 18 ‘Revenue’ and 1AS
11 'Construction contracts’ and related interpretations. The standard is effective for annual perieds beginning on or aftar 1 January
2018 and earlier application is permitied.

The Group & in the process of assessing the impact of IFRS 15 on its financial statements. A Group Steering Commiltee with
repragentation from a number of functional areas and lead by the Group Financa Unit was created to overses the implementation
project. The project involves three phases:

- Phase 1: Impact assessment to determine the key potential areas of impact and to develop a plan to address these points
thraughout the project;

- Phase 2: Conversion assessment to focus on key arcas of impact identified in the first phase and quantification of the required
changes to the financial statements; and

- Phasa 3: Embadding - The third phasa will intagrate the new accounting standard into the axisting reporting structure and will
ensure that all new processes are in place to effectivaly repart under the new requirements. This will include training staff to be
farniliar with the new requirements, converting and validating data, and drafting disclosures for the financial statements.

The Group has completed Phase 1 of the project, and key decisions around the transition approach, practical expedients and data and
system needs are cumently being reviewed. Some aspects of data gathering have commenced for Phase 2 o assist with the
determination of the potential financial impact.

Based on Phase 1 of the implementation project, The Group has assessed the effects of applying the new standard on its financial
statements and has identified the main areas of impact as follows:

Varable consideralion

A number of contracts with customers provide a right of retun, trade discounts or volume rebates. Currently, the Group recognises
revenue from the sale of goods measured at the fair value of the consideration received or receivable, net of retums and allowances,
Irade discounts and volume rebates.



ey

Audited Financial Statements GraceKennedy /nnualReport 2017

GraceKennedy Limited

Notes to the Financial Statements

31 December 2017

(expressed in Jamaican dollars unless otherwise indicated)

2. Significant Accounting Policies (Continued)
(a) Basis of preparation (continued)

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

* IFRS 15 (continued)

Such provisions give rse to varable consideration under IFRS 15, and will be required to be estimated at contrac! inception and
updated thereafter. IFRS 15 requires the estimated variable consideration o be constrained. As such the application of the constraint
may rasult in more revenus being deferrad than undar current IFRS.

iy Trade discounts, volume rebates and other incentives
When a contract with a customer provides for volume discounts or other incentives, the Group recognises an adjustment to
revenue at the point in time when the discount or incentive is provided to the customer. Under IFRS 15, the Group is required to
recognise an adjustment to the transaction price in accordance with the Group's assessment of the estimated level of discounts
and other incentives expected lo be provided under the confract. This is expected to result in earlier recognition of discounts and
other incentives.

{{)  Rights of refum
When a contract with a customer providas a rght to return the good within the spacified perod, the Group currantly recognizes a
provision for sales returns based on historical experence. Under IFRS 15, because the contract allows the customer to return the
products, the consideration received from the customer is varable. The Group s assessing the method that will be utilized to
estimate the goads that will be returmed.

Customer loyally programs

The Group currently allocates lolal consideration received o loyalty points using the residual value method. IFRS 15 requires that
the total consideration received must be allocalted to the points based on relalive stand-alone selling prices rather than based on
the residual value method. This is expected to result in higher amounts being allocated to the goods sold and result in an earlier
recagnition of a portion of the revenue.

impact on the financial services segment

Areas most affected include, but are nol limited to, credit cards - interchange, annual and loyalty scheme fees, commissions,
advisory contracts and bundled products, The Group is currently reviewing contracts in the scope of IFRS 15 for the financial
senvices segment to ascerain applicability and to assess the potantial financial impact.

Prosentation and disclosung requirgments

IFRE 15 infroduces expanded declosure requirements and changes in presentation. The Group expects that the notes (o the financial
statements will be expanded to include items such as disclosune of significant judgements made when determining the ransaction
price of these contracts that include varable consideration and how the transaction prica has been allacated to tha parformance
obligations.

As a part of phase 2 and 3 of the implemeniation project, the Group will test the systems, conlrols, and processes required to collect
and disclose the required informalion.

= Amendment to IFRS 15, ‘Revenue from contracts with customers” (effective for annual periods beginning on o after 1 January 2018).
These amendments comprise clarfications of the guidance on idenfifying performance obligations, accounting for licences of
intellectual property and the principal versus agent assessment (gross versus net revenue presentation). The IASE has also included
additional practical expedients related to ransition to the new revenue standard,
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2. Significant Accounting Policies (Continued)

(a) Basiz 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 16 'Leases’ (affective for annual periads baginning an or aftar 1 January 2018). This standard replaces the curent guidance
in A3 17, Under I1AS 17, lessees were required to make a distinction between a finance lease (on balance sheet) and an operating
lease (off balance shest). IFRS 16 now requires leasseas to recognise a leasea liability reflacting future lease payments and a 'right-
of-use assel’ for virlually all lease conlracts. The slandard includes an oplional exemplion for certain shorl-lerm leases and leases
of low-value assets; however, this exemption can only be applied by lessees. For lessors, the accounting stays almost the same.
The Group is currently assassing the impact of IFRS 16.

= Amendments o IFRS 4 'Insurance Contracts' (effective for annual periods beginning on or after 1 January 2018). This amendment
addresses the concerns of insurance companies about the different effective dates of IFRS 9, 'Financial instruments’, and the
forthcoming new insurance contracts standard. The amendment 1o IFRS 4 provides two different solutions for insurance companies:
a temporary exemption from IFRS 8 for enfities that meet specific requiremants (applisd at the reparting entity level); and the
‘overlay approach’. Both approaches are optional. IFRS 4 (including the amendments that have now been ksued) will be
superseded by the forthcoming new insurance confracts standard. Accordingly, both the temporary exemption and the ‘overlay
approach’ are expectad to cease to be applicabls when the naw insurance standard bacomes effective. The Group is currently
assessing whether to use temporary exemplion or overlay approach as permitted under the standard.

+  Amendments to IFRS 2. 'Share-based Payment’ (effective for annual periods beginning on or after 1 January 2018). The amendment
addresses the accounting for cash-settled, share-based paymenis and equily-setlled awards that include a “net settlemant’ faature in
respect of wilhholding taxes. The amendment clarifies the measurement basis for cash-seltled, share-based payments and the
accounting for modifications that change an award from cash-setled to equity-setled. It also introduces an exception to the principles
in IFRS 2 that will require an award to be treated as if it was wholly equity-seltled, where an employer is obliged to withbold an amount
for the employce’s tax obligation associated with a share-based payment and pay that amount to the tax authority, The Group is
currantly assessing the impact of this amandmeant.

= Amendment to LAS 40, ‘Investment property’ (effective for annual periods beginning on or after 1 January 2018). These amendments
clarify that to transfer to, or from investment proparties, there must ba a change in use. To conclude if a property has changed use
there should be an assessment of whether the property meets the definition. This change must be supported by evidence.,

s |FRIC 22, Foreign curmency lransactions and advance consideration’ (effective for annual pericds beginning on or siter 1 January
2018). This IFRIC addressas foreign currency transactions or parts of transactions whare there is consideration that is donominated or
priced in a foreign currency. The interpretation provides guidance for when a single paymentireceipt is made as well 85 for situations
where multiple payments/receipts are made. The Group is cumrently assessing the impact of this amendment.

s Annual improvements to IFRSs 2014 = 2016 cycles. The amendment o 1AS 28, Invesiments in associates and joint venlures’ (effective
for annual periods beginning on or after 1 January 2018) clarifies that the election by venture capital organisations, multual funds, unit
trusts and similar entities to measure investments in associates or joint ventures at fair value through profit or loss should be made
soparately for cach associale or joint venture at initial recognition. The Group will apply this amendment where applicable to future
ransactions.

* |FRS 17, ‘Insurance contracts’ (effective for annual periods beginning on or after 1 January 2021). This standard was ssued as
replacement for IFRS 4 ‘Insurance contracts’ and requires a current measurement model where estimates are re-measurcd cach
reporting period.  The standard allows a choice betweon recognising changes in discount rates either in the income statement or
directly in other comprehensive income. An optional, simplified premium allocation approach iz permitted for the jability for the
remaining coverage for short duration contracts. The Group is currently assessing the impact of this standard.

s«  Amendment to IFRS 9, ‘Financial instruments on prepayment features with negalive compenzsation’ (effective for annual periods
beginning on or after 1 January 2019). This amendment confirms that when a financial hability measured at amortised cost is modified
without this resulting in de-recognition, a gain or l0ss should ba recognisad immeadiataly in profit of loss. Tha gain or 1055 is calculated
as the difference between the onginal contractual cash flows and the modified cash flows discounted at the onginal effective interest
rate. The Group is curranily assessing the impact of this amendment.

»  Amendments to IAS 28, 'Investments in associates and joint ventures' (effective for annual periods beginning on or after 1 January
2018). Thase amandments clarify that companies account for lang term interasts in an associate or joint venturs to which the equity
method is not applied using IFRS 9. The Group currently applies the equity method to its associated companies.
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2. Significant Accounting Policies (Continued)

(a)  Basis of preparation (continued)

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

« IFRIC 23.'Uncertainty ever income tax treatments' (effective for annual pericds beginning on or after 1 January 2019). This IFRIC
clarifies how the recognilicn and measurement requirements of 1AS 12 ‘Income taxes” are applied where there is uncertainty over
income tax reatments. An uncertain tax treatment is any tax treatment applied by an entity where there is uncerainty over whether the
Iresatrment will be accapted by the tax authority. The Group is cumantly assessing tha impact of this interpratation.

There are no other IFRS or IFRIC interpretations that are not yet effective that would be expected lo have a material impact on the Group.
(b)  Basis of consolidation

Subsidiaries are all entities (including structured entities) over which the Group has the power to govern the financial and operating policies
genarally accompanying a shareholding of more than one half of the vating rights. The existance and effect of potantial voling rights that
are cumrently exercisable or convertible are considered when assessing whether the Group controls another entity. The Group also
assesses existence of contral where it doas not have mare than 50% of the vating power but is able to govern the financial and operating
policies by virlue of de-facto control. De-facto control may arise in circumstances where the size of the Group's voling rights relative to the
size and dispersion of holdings of other shargholders give the Group the power to govern the financial and operating policies, ate.

Subsidiaries are fully consolidated from the date on which control is fransferred to the Grouwp. 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 assats transfarred, the liabilities incurred to the former ownars of the acquires 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
arrangament. [dentifiable assats acquired and liabilities and contingent liabilities assumed in a business combination are measured initially
al 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
assols.

Acquisition-related costs are expensed a5 incumed.

If the business combination is achieved in stages, the acquisition date carrying value of the acquirer's proviously held equity interest in the
acquires is remeasurad to fair value at the acquisition date thraugh profit o loss. Any contingent consideration to be transfarred 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 o be an asset or liability is recognised in accordance with 1AS 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 subsaquent settlement is accounted for within
equity.

Goodwill & initially measured as the excess of the aggregate of the consideration transferred, the amount of any non-controlling intenest in
the acquiree and the acquisition-date fair value of any previous equity interest over the fair value of the net identifiable assels acquired and
lizhilities assumed. If this considaration is lower than the fair value of the net assets of the subsidiary acquirad, the difference is recognised
in profit or loss,

Inter-company transactions, balances, incoma and cxpenses on transaclions botween group companies ane eliminated. Profits and losses
resulting from inter-company transactions that are recognised in assals are also eliminated. Accounting policies of subsidiarnes have been
changed whore necessary (o ensure consstency with the policies adopted by the Group.

Transaclions with non-controlling interests thal 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 nat assets of the subsidiary is recorded in equity. Gains or losses on disposals to non-controlling
interests are also recorded in equity.

When tha Group ceases 10 have control any relainad interest in the antity is re-maasured to its fair value at the date when control is lost,
with the change in camying amount recognised in profit o less, The fair value is the initial carrying amount for the purposes of subsequently
accounting for the ratained interest as an associate, joint vanture 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 ralatad assets or liabilities.
This may mean thal amounts previcusly recognised in other comprehensive income are reclassified 1o profit or loss.
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2. Significant Accounting Pelicies (Continued)

(b) Basis of consolidation {continued)

Proportion Froportion
of Proportion  of ordinary
ordinary of shares
shares ordinary held by
Country of hald by shares non-
incorporation the parent held by controlling
and place of company  the Group interests
Entity business Mature of business % % %
Consumer Brands Limited Jamaica  General goods 100 100 -
distributor
GK Invesiments Limited and its subsidiary = Jamaica Lease financing 100 100 -
Greenfiekd Media Productions Limited Jamaica Media rights holder - 55 45
GraceKennedy Financial Group Limited and its
subsidiarias — Jamaica  Holding company 100 100 =
Allied Insurance Brokers Limited Jamaica  Insurance brokerage = 100 =
GK General Insurance Company Limited Jamaica General Insurance - 100 -
Gracekennedy Money Services Canbbean SREL and Barbados Holding company - 75 25
its subsidiany —
Gracekennedy Femillance Services Limited and Jamaica Money senvices - 75 25
itz subsidiaries —
Grace Kennedy Cumency Trading Services Jamaica  Money services - 75 25
Limited
Graceiennedy Payment Sarvices Limited Jamaica  Money services - 75 25
GraceKennedy Money Services (Anguilla) Anguilla  Maoney services - 75 25
Limited
Gracekennedy Money Services (Anfigua & Antigua & Monay senvices - 75 26
Barbuda) Limited Barbuda
GraceKennedy Money Services (Montserrat) Montserrat  Money services - 75 25
Limited
GraceKennedy Money Services (5L Kills & Sk Kills &  Money services - T4 25
Mewis) Limited Mevis
Gracatennedy Monay Services (51 Vincant and 5t Vincentand  Monay senices - 75 25
the Grenadines) Limited the Grenadinas
GraceKennedy Monoy Services (BVI) Limited British Virgin -~ Monoy sevices - 75 25
Islands
Graceennedy Money Services (Cayman) Cayman Money services - 75 25
Limited Islamds
GraceKennedy Money Services (Turks & Caicos  Turks & Caicos  Money services - T4 25
Islands) Limited Islands
Grace, Kennedy Remittance Services (Guyana) Guyana Monay senices - [ a5
Limited
Gracekennedy (Trinidad & Tobago) Limited Trinidad and ~ Monay services = 75 25
Tobago
GK Insurance (Eastern Caribbean) Limited (formerty
EC Glebal Insurance Company Limited) St Lucia  General Insurancea = a8a.3 10.7
GK Insurance Brokers Limited Turks & Caicos  Insurance brokerage - 100 -
Knulsiford Re Turks & Caicos  Insurance - 100 -
First Global Holdings Limited and its subsidiaries - Jamaica  Holding company 25 100 -
First Global Bank Limitad Jamaica Banking - 100 -
GK Capital Management Limited Jamaica  Investment manager - 100 -
Gracekennedy Properties Limited Jamaica Properly rental - 100 -
Grace Foods Intermational Limited Jamaica Dormant 100 100 -
GK Foods & Services Limited Jamaica  Food trading 100 100 -
International Communications Limited Jamaica  Dormant 100 100 -
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2.

Significant Accounting Policies (Continued)

(b}  Basis of consolidation {continued)

Proportion Froportion
of Proportion of ordinary
ordinary of shares
sharas ordinary held by
Country of held by shares nen-
incorporation the parent held by  contralling
and place of company the Group interasts
Entity business Nature of business %o % %o
Grace Foods Limitad St. Lucia  Brand owner 100 100 -
Gracekennedy (Belize) Limitad Belize Food trading 100 100 -
Grace Foods Canada Inc. (formerly GraceKennedy
(Cntario) Inc.) Canada Food trading 100 100 =
Grace Kennedy (Guyana) Limited Guyana  Dormant 100 100 -
Grace Kennedy (LISA) Inc. and its subsidiary — LI5A  Food trading 100 100 -
Grace Foods (USA) Inc. and its subsidiary = USA  Food trading - 100 -
Gracekennedy Foods (USA) LLC USA  Food trading - 100 -
Gracakennedy (5t Lucia) Limited and its St Lucia  Holding company 100 100 -
subsidiaries —
Graken Holdings Limited Turks & Caicos  Dormant - 100 -
United  Food trading - 100 -
GHK Foods (UK} Limited and its subsidiaries — Kingdom {LIK)
Grace Foods UK Limited UK Food trading - 100 -
Enco Products Limited UK  Food trading - 100 -
Funnybones Foodservice Limited UK Food trading - 100 =
Chadha Oriental Foods Limited UK Food trading - 100 -
GraceKennedy Ghana Limiled Ghana Food irading - 100 -
GHK Foods Limited Migeria  Food trading - 100 =

The special purpose entity consclidated is the company's employee investiment trust,

Duwring the year the Group acquired 100% of the share capital of Consumer Brands Limited (Note 39).

The Group liguidated Grace, Kennady Remiltance Sarvices (Trinidad & Tobago) Limited and Horizon Shipping Limited during the year.  This
resulted in a gain being realised on liquidation which is included in Other Income within gain on disposal of investments (Mole 25).
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2. Significant Accounting Policies (Continued)

(c) Associates

Assocmlas are all eanlibes over wiich Ihe Croop bas sigoihcant mfluence bul nol conlrol, genarally accompanying B shareholding of
between 20% and 50% of the voling nghls. Investiments in assocales are sccounted for using the egquily method of accounting and are
imially recogmsed al cosl. Under the equily methoed, the mvestment s mibally recognesed al cost, and the carmying amounl s increased
or decreased to recognise the investee after the date of acquisition. The Group's investment in associates includes goodwill identificd
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 comprehansive incoma ie reclassified to profit or loss where appropriata.

The Groups share of ils associales’ posl-acquisition profils or losses is recognised in the income stalement, and ils share of post-
acquisition movements in resen'es 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 excecds 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 associabe is impained.,
IT s s the case, the Group calculates the amount ol imparment as the dilerence belween the recoverable amount of the associate
and its carmying value and recognises the amount adjacent to “share of results of associated companies’ in the income statement.

Unreahsed gams on ansachons between the Group and ils assecmles are elmmmated lo he exlent of the Groups interest in the
associates. Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the asset transfemed.
Accounting policies of associates have been changed where necessary to ensure consistency with the policies adopted by the Group.
hlubion gans and losses ansing moinveslments m associales are recognsed n he mcome slalement.

In the company's statement of financial position, investment in associates s shown at cost

The Group's associated companios are as follows:

Financial Reporting Country of Mature of
Year-end Incorporation Business Group's Percentage Interest
2017 20186
CSGK Finance Heldings Limited 31 December Barbados Banking 40.0 40.0
Drairy Industries (Jamaica) Limited 31 December Jamaica  Food trading 50.0 50.0
Trident Insurance Company Limited 30 June Barbados Insurance = 30.0
Talacommunications Allianca Limitad 31 Dacember Jamaica Darmant 48.0 48.0

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

The Group disposed of its 30% interest in Trident Insurance Company Limited during the year (Mote 10).

(d) Segment reporting

Oparating segmenls are reporled m a manner consisleant with the intemal reporbng provided [o he chiel operaling decision-maker. The
chief oparating dacision makar, who is responsibla for allocating resources and assessing performance of the oparating segments, has
heen idaniifiad as iha [ xacuive Committes that makas siralagic decisgons

(e} Foraign currency translation

Functional and presentation currency

Items included in the financial statements of each of the Group's entities ars measured using the currency of the primary economic
environment in which the enlily operales (the lunclional cumrency’). The consolidated hinancial stalements are presented in Jamaican
dollars, which is the company’s functional and presentation currency.

Transactions and balances

Forzign currency lransactions are translated into the functional currency using the exchange rates prevailing at the dates of the
transactions. Forelgn exchange gains and losses resulting from the setiiement of such transactions and from the transiation of monatary
assets and labiliies denominated in foreign currencies are recognised in the ncome statement, excepl when deferred in other
comprahensive Income as qualifying cash flow hedges and qualifying net investmant hedges. Forelgn exchange gaing and losses that
relate to borrowings and cash and cash equivalents are presented in the income statement in other income.
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2. Significant Accounting Policies (Continued)
(¢)  Foreign currency translation (continued)
Forgign exchange gains and losses ane 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 anaysed between
translation differances resulting from changes in the amartised cost of the security and other changes in the carrying amaount of the
security. Tranzlation differences related to changes in the amortised cost are recognisad in the income statement, and other changes in
the: carrying amaount arg recognised in other comprehensive income.

Translation differences on non-monetary financial assets and liabilities are reporied 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 lose are recognised in the
income slatement as part of the fair value gain or loss. Translation differences on non-monelary financial assels 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 currancy are translated into the presentation currancy as follows:

{a) assets and labilities for cach statement of financial position presented ane 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 dales, in which case income and expenses are
translated at the rate on the dates of the transactions); and

(o) all resulling exchange differences are recognised in other comprehensive income.

When a faraign aparation is partially disposed of or sold, exchange differencas that wera recorded in equity are recognised in the income
statement as part of the gain or loss on sale.

Goodwill and fair value adjustmants arising on the acquisition of a foreign antity are treated as assets and liabilities of the foreign entity
and translated at the closing rate. Exchange differences arising are recognised in other comprehensive income.

(fi  Fixed assets

All fixed assats ara initially recorded at cost. Freehold land and buildings are subsaquently shown at market valuation based on biennial
valuations by external independent valuers, less subsequent depreciation of buildings. Any accumulated deprecialion at the date of
revaluation is eliminated against the gross carrying amount of the asset, and the net amount is restated to the revalued amount. All other
fined assels are camied at cost less accumulated depreciation.

Subsequant cosls ara included in the asset's canying amount or recognised as a separate assel, as appropriste, only when it is probable
that future: economic benefits associated with the item will flow to the Group and the cost of the item can be measured roliably. The carmying
amount of the replacad pan is darecognised.

Increases in carrying amounts arising on revaluation are credited to other comprehensive income and shown in capilal reserves in
shareholders’ equity. Decreases that offsel previous increases of the same assel are charged in other comprehensive income and debited
against capital reserves directly in equity, all other decreases are charged 10 the income statement.

Depreciation is calculated on the straight line basis to allocate assets' cost or revalued amounts 1o their residual values over their estimated
usaful lves, as follows:

Freehold buildings and leasehold buildings and improvements 10 - 60 years
Plant, machinery, equipment, furmiture and fixtures 3 =10 years
Vehicles 3 - 5yoars

Land is not depreciated.

The assels’ residual values and uselful Iives are reviewed, and adjusted if appropriate, at each slatement of financial position dale.
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2. Significant Accounting Policies (Continued)
(f) Fixed assets (continued)

Where the carrying amount of an assel is greater than its estimated recoverable amount, it is written down immediately to its recoverabla
amount,

Gains and lossas on disposal of fixed assals ara datermined by referance to thair camying amaunt and are taken into accoun! in determining
profit, When revalued assels are sold, the amounts included in capital and fair value reserves are transfemred to retained camings.

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

Bormowing costs incumed for the construclion of any qualifying assel are capitalised during the period of time that is required to complele
and prepare the asset for its intended use. Other bormowing costs are expensed.

{g) Intangible assets

Goodwill

Goodwill is recorded at cost and represents the excess of the value of consideration paid over the Group’s interest in net fair value of the
identifiable assets, liabiliies and contingent liabilities of the acquiree and the fair value of the non-controlling interest in the acquires.
Goodwill is tested annually for impairment and carried at cost less accumulated impairment losses. Impairment losses on gaadwill are nat
reversed. Gains and losses on the disposal of an enlity include the carmying amount of goodwill relating to the enlity 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-gencrating units that are expected to benefit from the business combination in which the goodwill arose,
identified according to oparating segment.

Computer software
Acquired computer softwars licences are capitalised on the basis of costs incurred to acquire and bring to use the specific saftware. These
costs are amortised over the estimaled uselul life of the software, which ranges from 3 to 5 years.

Distribution channel agreaments
Disfribution 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 ugseful life of the agreements, which is 10 years.

Policy contracls
Palicy contracts are amortised aver their estimated useful life which is 15 years and ara carried at cost less accumulated amortisation,
The cost of policy conlracls comprises its purchase price and professional fees directly altributed 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 ta 20
years.,

Customer relationships

Customer relationships ane recorded at cost and represent the value of the consideration paid to acquire customer contracts and the related
customer relationships with several outlel operators and insurance clients. These costs are amorisad over the estimated useful life of the
relaticnships, which is between 5 to 15 years.

Supplier relationships

Supplier relationships are recorded al cost and represent the value of the consideration paid o acquire rights to distribule consumer
praducts in specified locations. Thase costs are amonised over the estimated useful ife of the relationships, which & batween 10 to 12
yEears.
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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 recefvables, and available
for sale. The accounting policy for rade 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 2nd a financial liability or equity of snather antity.

Financial assets at fair value through profit or loss

Financial assats at fair value through profit or loss are financial assets held for trading. A financial asset iz classified in his category if
acquired principally for the purpose of selling in the short term. Derivalives are also categorised as held for rading unless they are
designated as hedges. Assets in this category are classified as currant assets if expectad to be setfled with 12 months, othenwise thay
are classified as non-current.

Loans and receivables

Loans and recoivables arg non-dervative financial assols with fixed or determinable payments that are not quoted in an aclive 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 catagaory (fair value through profit or loss or available-for-sala), under the provisions of I1AS 39
{Amendment). Financial assels which have been reclassified to this category, meel 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 thal a loan i3 impaired. A loan is considered impaired whan
management determines that it i probable that the full amounts dug will not be collected according to the original contractusl terms. When
a loan has been identified a3 impaired, the carrying amount of the loan is reduced, by recording specific provisions for credit lesses, to its
estimated recoverable amount, which i the present value of expected future cash flows including amounts recoverable from guarantees
and collateral, discounted at the original affactive intarest rata of the loan.

The provision for credit losses also covers situations where there i objective evidence that probable losses ane present in components of
the loan portfolio at the statement of financial position date. These have been estimated based upon historical patterns oflosses in cach
component, the credit ratings allocated to the bormowers and reflecting the current econcmic climate in which the borrowers operata.

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

Write-offs are mada when all or part of a laan is deemed uncollactible or in the case of debt forgivenass. Wita-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.

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

Avallable-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designaled in this category or nol classified in any of the other
categories. They are included in investment securities on the statement of financial position.

Recognition and measurement

Regular purchases and sales of financial assets are recognised on the trade-date — the date on which the Group commits o purchase or
sell the assel. Investmeants are initially recognised at fair value plus transaction costs for all financial assats not carried at fair value
through profit or loss. Financial assets carmied 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 whan 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 valee through profit or loss are subsequently camied at fair value. Loans and receivables are
carried at amortised cost using the effactive inferast mathod.
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2. Significant Accounting Policies (Continued)

(h) Financial assets (continued)
Changes in the fair value of monetary securities denominated in a foreign curency and classified as available-for-sale are analysed
between ranslation 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; ranslation differences on non-monetary
gecurnities ane recognised in other comprehensive income.,

Changes in the fair value of monetary and non-monetary secunities 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 ather income when the Group's right to receive payments is eslablished.

The fair values of quated invesimeants are based an current bid prices. If the market for a financial asset is not activa (and for unlisted
securities), the Group establishes fair value by using valuation techniques, These include the use of recent arm’s length transactions,
referenca to ather instrumeants that are substantially the same, discountad cash flow analysis and option pricing modals, making maximum
uge of market inputs and relying as little as possible on entity-specific inputs.

The Group assesses at cach statement of financial position date whether there is objective evidence that a financial asset or a group of
financial assels is impaired. In the case of equity securities classified as available for sale, a significant or prolonged decline in the fair value
of @ security below its cost is considered as an indicator that the security is impaired. If any such evidence gxists for available-for-sale
financial assats, the cumulative loss — maasured as the diffarence betwean the acquisiion cost and the cument fair value, less any
impairment loss on that financial assel previously recognised in profit or loss - is removed from other comprehensive income and
recognised in the income statement. Impaiment losses recognised in the income statement on equity instruments ane not reversed through
the income stalemeant.

{i} Derivativa financial instruments
Derivalives are financial instruments that derive their value from the price of the underlying items such as equilies, bonds, interest
rates, foreign exchange, credit spreads, commodilies or other indices. Derivalives 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 aach statement of financial position date. Fair valuas are abtained from quoted market prices, discounted cash flow
models and oplion pricing models as appropriate. Derivatives are camed as asscts when fair value is positive and as liabilites 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 cxists and the
cash flows are intended to be settled on a nat basis.

Derivatives embedded in non-derivative host contracte are treated as separate derivatives when they mast the definition of a darivative,
thedr risks and charactenstics are nol closely related to those of the host contracls and the confracts are nol measured at fair value through
profit or loss.

Gams and lossas from lhe changes m the far value ol denvabives are included i the mcome slatement.

1] Investments in subsidiaries
Investments in subsidianes are stated al cost.

(k) Impairment of non-financial assets
Fixed assets and other assels, excluding goodwill, are reviewed for impainment lesses whenever events or changes in circumstancos
indicate that the carrying amount may not be recoverable. An impaiment loss is recognised for the amount by which the camying amount
of the assel exceeds its recoverable amount, which is the higher of an asset’s net selling price and value in use. For the purposes of
As5eE5INg impaiment, assots arg grouped at the lowest lovels for which there ane separately identifiable cash flows.

[} Income taxes
Taxation expansa in the income statement comprises current and deferred tax charges.

Current tax charges are based on taxable profil for the year, which differs from the profil before lax reporied 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 i calculated at
tax rates that have been enacled or substantively enacted at statement of financial position date in the countries where the company and
itz subsidiarics operate and generate taxable income. Management penodically evaluates posilions taken in the tax retums with respect to
situations in which applicable tax requiation is subject to interpratation. It astablishes provisions where appropriate on the basis of amounts
expacted lo be paid to the tax authorities.
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2. Significant Accounting Pelicies (Continued)

(U} Income taxes (continued)
Dzferred tax s the tax expected to be paid or recovered on differences botween the carmying amounts of assets and liabilities and the
corresponding tax bases. Daferred income tax is provided in full, using the liability method, on lemporary differences anising batwean the
tax bases of assets and liabilities and their carmying amounts in the financial statements. Currenily enacted or substantively enacted tax
rates are used in the determination of defered 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.

Investment tax credits are benefits received for investmenis in specific qualifying assets related o capitalised expenditure. Any portion of
these tax credite which are received but not fully utilised in the same year are carried forward for offset against future taxas and ars
recognised similarly to unused tax credits as a deferred tax assel.

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

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

(m) Employee benefits

Pension obligations

The Group parlicipales in a defined contribution plan whereby it pays contributions to a privalely 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 dus and are included in staff costs.

Pension plan asseis

The Group also operates a defined benefit plan, The scheme is generally funded through payments to a trustee-administered fund as
determined by perindic actuarial calculations. A defined benefit plan B a pengicn plan thal defines an amount of pension benefit to be
provided, usually a5 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. The defined benafit abligation is calculated annually by
independent actuaries using the projected unit credit method. The present value of the defined benefit cbligation is determined by the
estimated future cash cutflows using interest rates of Government securities which have terms to maturity approximating the terms of the
related lability.

Actuarial gains and losses anising from experience adjustmenis, changes in actuarial assumptions and amendmenits lo pension plans are
charged or credited to equity in other comprehensive income in the period in which they arise.

Past-service costs are recognised immediately in income.

For defined contribution plans, the Group pays confributions to privately administered pension plans on a mandatory, contractual or
voluntary basis. The Group has no further payment obligations once the contributions have baen paid. The contributions are recognised
as employee benefil expense when they are due. Prepaid confributions are recognised as an assel o the extent that a cash refund or
a reduction in the future payments is available,

Other post-employment obligations

Some Group companics provide post-employment health care benefits, group life, gratuity and supplementary plans for their retirees. The
entitlement to thesa benefits is usually based on the employes remaining in service up to refirement age and the completion of a minimum
sorvice period. The expected costs of these benefits are accrued over the period of employment, using an accounting methodology similar
to that for defined benefit pension plans. Actuarial gains and losses arising from experience adjustments and changse in actuarial
assumplicns are charged or credited lo equily in other comprehensive income in the pericd in which they arise. These obligations are
valued annually by independent qualified actuaries.

Equity compensation benefits

The Group operales equity-seliled, share-based compensation plans. Directors, senior execulives, management and key employees are
awarded stock options andior restricted stock grants.  The fair value of the employes services received in exchange for the grant of the
options or restricked unils is recognised as an expense. The total amount expensed over the vesling period is determined by reference o
the fair value of the options or restricted wnits granted, excluding the impact of non-market vesting condilions. When oplicns are exercised
or restricted units are vested, the proceeds received net of any ransaction costs or the value transferred are credited to share capital.
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2. Significant Accounting Policies (Continued)
(m) Employees banafits (continuad)

Termination benefits

Termination benefils are payable whenever an employee’s employment is terminated before the normal retirement date or whenever an
employee accopts voluntary redundancy in exchange for these benefits. The Group recognises temination benefits when it is demonstrably
committed 1o either terminate the employment of current amployess acconding 1o 2 detailed formal plan without possibility of withdrawal or
to provide termination benefits as a result of an offer made to encourage voluntary redundancy. Bensfits falling dus more than 12 manths
after statement of financial position date are discounted to present value.

Incentive plans

The Group recognises a liability and an expense for bonuses, basead on a formula that takes into consideration the profit atifbutable to the
company's owners afler cerlain adjustments. The Group recognises a provision where contractually obliged or where there is past praclice
that has crealed a constructive obligation.

(n)  Inventories
Inventories arg stated at the lower of average cost and net realisable value. In the case of the company, cost represents inveiced cost
plus direct inventory-related expanses. 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 labowr, other direct costs and related production overheads.
Met realisable value is the estimate of the selling price in the ordinary course of business, less the costs of completion and seling 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 recavables. A provision for impaiment of these receivables is established whan there is objective evidence that the Group will not
e able o collect all amounts dus accarding to the ariginal terms of the receivables. Significant financial dificulties of the dabtor, probability
that the debtor will enter bankruptey or inancial reorganisation, and default or delinguency in payments are considered indicators that
the trade recaivable is impaired. The amount of the provision is the difference batween the asset's camying amount and the present value
of eslimated future cash Nlows, discounted at the criginal effective interest rate. The carrying amount of the assel 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 uncollactible,
it iz written off against the allowance account for rade receivables. Subsequent recoveries of amounts previously written off are cradited
against selling and marketing costs in the income statement. Impairment testing of rade receivables is described in Note 3.

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

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

(r)  Insurance business provisions

Claims outstanding

Provision is made to cover the estimated cost of settling claims arising out of events which have occumred 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 bome subsequent to the year-end under contracts of
insurance enterad into on or befors the statement of financial position date. Provision is also made to cover the estimated amounts in
excess of uneamed premiums required to meet fulure claims and expenses on business in force.

Reinsurance ceded

The insurance subsidiary cedes insurance premiums and risk in the normal course of busingss in order Lo limit the potential for losses
arising from longer exposuras. Reinsurance doas not refieve the orginating 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 cedod uncarnad
premiums. Amounts recoverable from reinsurers are estimated in a manner consistent with the claim liability associated with the reinsured
policy. Relnsurance is recordad gross in the staterent of financial position unless the right of offset axists.

Deferred policy acquisition cosis

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

() 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 recognized as 8 separate asset but only
when the reimbursement is virtually certain.

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

(u}y  Securities purchased/sold under resale/repurchase agreements
The purchase and sale of securities under resale and repurchase agreements are lrealed as collateralised lending and borowing
fransactions. 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 ransaction costs incurred. Borrowings are subsequently camied
at amortised cost; any differance batween the procesds (net of transaction costs) and the redemption valus is recognised in the income
statement over the period of the borrowings wsing the effective interest method.

Fees paid on the establishment of loan faciliies 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 unlil the draw-down ocours. To the extent thera is no
evidence that it is probable that some o all of the facility will be drawn down, the fee is capitalised as a pre-payment for lquidity services
and amaortised over the pariod 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 prafarance
shares are recognised in the income statement as interest expense.

(w) Borrowings cosis
General and specific bormrowing costs directly attibutable to the acquisition, construction or production of qualifying assets, which are
assets that necassarily take a substantial period of time to get ready for their intended use or sals, are added to the cost of those
assets, until such time as the assets are substantially ready for their intended use or sale.

Investment income carned on the temporary investment of specific bomowings pending their expenditure on qualifying assets is
deducted from the borrowing costs aligible for capitalisation. All other borrowing costs are recognised in profit or loss in the perded in
which they are incurred,

(=) Leases
As lessee
Leases of fived assets where the Group assumes substantially all the benefits and risks of ownership are classified as finance leases.
Finance leases are capilalised al the estimated present value of the underlying lease payments. Each legse payment is allocated batweaean
the lability and finance charges so as W achiove a constant rate on the finance balance outstanding. The comesponding rental obligations,
net of finance charges, are includad in finance lease obligations. The interest slement of the finance charge is charged to the income
statement over the lease period. The fixed assct acquired under finance leasing contracts is depreciated over the usaful ife of the asset.

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

Whean an operating lease is terminated bafore the lease perod 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 terminalion takes place.

As lessor

When assels 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 uncamed income. Lease income is recognised
over the tem of the lease s as to reflect a constant periodic rate of returm.

ly)  Share capital
Ordinary shares are classified as equity. Incramental costs directly attributabla to the issue of new shares of options ara shown in equity
as a deduction, net of tax, from the procecds.

Where any Group company purchases the company's equity sharg capital (reasury shares), the consideration paid, including any directly
altnbutable 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
incremeantal transaction costs and the related incomea tax effects) is includad in equity attributable to the company’s owners,
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2. Significant Accounting Policies (Continued)

(z) Revenue recognition
Revenue comprises the fair value of the consideration received or recoivable for the sale of goods and services in the ordnary course of
the Group's aclivities. Revenue is shown net of General Consumplion Tax or applicable sales tax, returns, rebates and discounts and after
eliminating zales within the Group.

The Group recognises revenue when the amount of revenue can be reliably measured, it is probable that future economic benefits will ow
tos the entity and when epecific criteria have been met for each of the Group's activities as described balow. The Group basas its astimates
on historical resulis, taking into considaration the type of customer, the type of transaction and the specifics of sach arrangemeant.

li)} Sales of goods — whalesale

The Group manufactures and sells a range of general and food items in the wholesale markel. Sales of goods are recognised when
a Group enlity has delivered products 1o the wholesaler, the wholesaler has full discretion over the channel and price to sell the
products, and thare is no unfulfillad obligation that could affect the wholesalar's acceptance of the products. Delivery does not ocour
until the products have been shipped to the specified location, the risks of cbsclescence and koss have been ransfermed to the
wholesaler, and either the wholesaler has accepled the products in accordance with the sales contract, the acceplance provisions
have lapsad or the Group has objective evidancs that all criteria for accaplance have been satisfiad. The general and food itams are
often sold with volume discounts; customers have a right to retun faully products in the wholesale market. Sales are recorded based
on the price specified in the sales contracts, net of the estimated velume discounts and returns at the time of sale. Accumulated
experience is used to estimale and provide for the discounts and retums. The volume discounls are assessed based on anlicipated
annual purchases. Mo 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.

(i) Sales of goods — retail

The Group operates a chain of retail autlets for selling genaral and food items. Sales of goods are recognised when a Group antity
sells a product to the customer. Relail 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 operales a loyally programme in which the parent company has contracled cerlain subsidiaries o participate in the
programme in the capacity of an issuer andior redeemer of loyally points. Under this programme, cuslomers accumulate points for
purchases made at certain subsidianies within the Group, which entitle them to goods and services at redeeming subsidiaries andlor
third party suppliers. Commission is recognised by the participaling subsidiaries in their capacity as agents al the point the parent
company is obligated o supply the awards and is entiled to recoivie consideration for doing 50, that is, when points are issued.
Revenue is recognised on a gross basis by the parant company in the capacity of principal at the point at which the company has
fulfilled its obligations in respect of the awards, that is when points are Bsued. Amounts payable to participating subsidiaries and third
parties for acting as suppliers in the programme are recognised by the parenl company as an expense. One of the Group's
subsidiaries operates a loyalty programme under similar arrangements to that of the parent company.

(i) Sales of services

The Group sells insurance and financial servicas to the general public. These services ara provided on a time and fixed-price contract,
with contract terms generally ranging from less than one year to three years. Revenue iz generally recognised at the contractual rates.,
Revenue is generally recognised based on the services perdormed o date as a percentage of the total services to be performed. If
circumstancas arise that may change the original estimates of revenues, costs or extent of progress toward completion, estimates are
revised. These revisions may resull in increases or decreases in estimated revenues or costs and are reflected in income in the period
in which the circumstances that give fse to the revision bacome known by management. Fees and commission incomsa ara ganarally
recognised on an accrual basis when the service has been provided. Loan ongination fees for loans which are likely to be drawn
down are daferred, together with related direct costs, and recognised as an adjustment to the effective interest on the loan. Fees
and commissions arising from negatiating or participating in tha negaliation 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 arg recognised
rateably over the pericd in which the service is provided. Performance linked fees or fee components are recognsed when the
performance criteria are fulfilled.

(i)  Interest income

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

(v) Dividend income
Dividend incomea is recognised whan the right to racaive payment i establishad.
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2. Significant Accounting Policies (Continued)

(aa) Dividends
Dividends are recorded as a deduction from equity in the period in which they are approved.

(ab) Investment properties
Investment properties, principally comprising land and buildings, are held for long-temm rental yields and capital appreciation and are treated
as long-term investments. They are measurad initially at cost, including related transaction costs and are subsequently caried at fair
wvalua.

Fair value is based on active market prices, adjusted, if necessary, for any diffarence in the naturs, location or condition of the specific
assel. The fair value of investment property reflects, among other things, rental income from curent leases and assumpticns about rental
income from future leases in light of current market conditions. The fair value also reflects, on a similar basis, any cash outfows that could
be expected in respect of the property.

Subsequent expenditure is charged to the asset's camying amount only when it is probable that future economic benefits sssociated with
the itermn will flow to the Group and the cost of the item can be measured reliably. All other repairs and mainienance costs are charged to
income during the financial perod in which they ane incurred.  Fair value gains or losses ang recorded in income.

{ac) Discontinued operations
A discontinued operation i a component of the entity that has been disposed of or is classified as held for sale and that represents a
saparate major line of business or gecgraphical area of oparations, is pant of a single coordinated plan to dispose of such a Ine of business
or area of operations, or is a subsidiary acquired exclusively with a view to resale. The resulls of discontinued operalions are presented
saparately in the income statement.
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3 Insurance and Financial Risk Management

The Group's activities cxpose it to a varnicty of insurance and financial risks and those activities involve the analysis, evaluation, acceptance and
managamant of some dagrea of rsk or combination of isks. 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 peformance.,

The Group's risk management policies are designed o identify and analyse these risks, to set appropriate risk limits and contrels, 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 praclice.

The Board of Directors is ultimately responsible for the establishment and oversight of the Group's risk management framowork. It provides
palicies for overall sk management, as wall aa principles and procedures covering the specific areas of risk.  The Board has astablished
committeesidepartments for managing and monitoning risks, such as foreign exchange sk, interest rate risk, credit risk and liquidity risk, as
follows:

()] Audit Committee

The Audit Commitlee oversees how management monilors compliance with the Group’'s risk management policies and procedures and
reviews the adequacy of the risk management framework in refation (o the risks faced by the Group. The Audit Committes is assisted in its
oversight role by Group Risk Management and Internal Audit. Group Risk Management 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 hoe reviews of risk managemant contrals and proceduras, the results of which are reparted to the Audit Committaa.

(i}  Corporate Governance Committeg

The Corporate Governance Committee assists the Board in enhancing the Groups system of corporale 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 lo meel these aims as it considers
appropriate. Qualified individuals are identified and recommended by the Board to become members. It also leads the Board of Diroctors
in itz annual review of the Board’s performance.

{iiy  Asset and Liability Committees/Investmant Committeas

The Asset and Liability Committees (ALCOs) and Investment Committees are management committess responsible for monitoring and
formulating investmeant partfolios and invastmeant strategies within the Insurance, Banking and Investment, and Corporata divisions. The
ALCOs are also responsible for moniloring adherence to trading limits, policies and procedures thal are established to ensura that there is
adequate liquidity as well as monitoring and measuring capital adequacy for regulatory and business requirements. To discharge these
responsibilities, the ALCOs establish asset and hability pricing policies to protect the liquidity structure as well as assesses the probability
of various liquidity shocks and interest rate scenarics.  They also establish and monitor relevant liquidity ratios and statement of financial
position targets. Overall, the Committecs ensure compliance with the policies related to the management of liguidity risk, interest rate risk,
and foreign exchange risk.

(iv) Corporata Finance Dapartrment
The Corporate Finance Dapartment is responsible for managing the Group's assets and liabilitios and the overall capital structure, It is also
primarily responsible for the funding and liquidity risks of the Group. Corporate Finance identifies, avaluates and manages financial risks in
close co-pperation with the Group's operating business units.

The most imporiant types of risk are insurance sk, reinsurance risk, credil risk, liquidity risk, markel risk and other operational risk. Market risk
includes currency risk, interest rate and other price risk.
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3. Insurance and Financial Risk Management (Continued)

(a) Insurance risk
The Group Issues contracts that transfer insuranca 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 undenwriting subsidianes, s bome by thosa subsidiaries.
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 conlracts whesa the theary of prabability is applied to pricing and provisioning, the principal rigk that the Group
faces under ils insurance contracts is that the actual claim payments excecd the carying amount of the insurance liabilities. This could
oecur because the frequency or severity of claims and benefits is greater than estimated. Insurance evants are random and the actual
number and amount of claims and benefits will vary from year to year from the level eslablished using statistical technigues.

Experience shows that the larger the partfolio of similar insurance contracts, the emaller the relative variability about the expectad outcome
will be. In addition, a more diversified portfolio is less likely o be affected across the board by a change in any subsel of the portfolio, The
Group has developed its insurance underwriting strategy to diversify the type of insurance risks accepted and within aach of thesa
cateqories to achieve a sufficiantly large population of risks (o raduce the variability of the expactad outcome.

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

Management mainiains an appropriate balance between commercial and personal policies and lype of policies based on guidelines sot by
the Board of Directors. Insurance rick ariging from the Group's insurance contracts is, however, concentrated within Jamaica.

The Group has the right to re-price the risk on rencwal. It also has the ability to impose deductibles and reject fraudulent claims. Where
applicable, contracts are underwritten by reference to the commearcial replacement value of the properties or other assat: and contenls
inzured. Claims payment limits are always included to cap the amount payable on cccurrence 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 influsnce the level of claims under these palicies.

Management sets policy and retention limits based on guidelines set by the Board of Directors of the subsidiaries. The palicy limit and
maximum nel retention of any one risk for each class of insurance per customer for the year are as follows:

2017 2016

Policy Maximum Policy Maximum
Limit Net Retention Limit Mat Ratention
£'000 000 £'000 §'000

Commaercial proparty:
Fire and consequential lnss 1,243,041 0,944 1,279,231 10,235
Boiler and machinery 615,305 6,992 630,696 7187
Enginaaring 616,306 6,992 639,696 7,197
Burglary, money and goods in fransit 31,076 3,076 3,985 22389
Glass and other 31,078 31,078 31,985 22389
Liability 383,817 38,382 383817 aB.aa2
Maring, aviation and franspor 74,582 1,865 76,763 3,838
Molor 31,000 16,000 31,000 16,000

Pecuniary loss:

Fidedity M,076 M.076 .885 22,389
Surely/Bonds 142,950 28,590 50,000 10,000
Personal accident 31,076 3.076 31.985 22389
Personal property 1,243,041 9,944 1.279,39 10,235
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3. Insurance and Financial Risk Management (Continued)

(a)  Insurance risk (continuad)
Sensitivity Analysis of Actuarial Liabilities

The determination of actuarial liabilities is sensitive to a number of assumptions, and changes inthose assumptions could have a significant
affect on the valuation results. These factors ang discussed bolow.

Actuarial Assumplions
(i} In applying the noted methodologies. the following assumptions were made:

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

+ Thare is no latent ernvironmental or asbestos exposure embadded in the loss history.
+ The casa 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-proporticnal reinsurance agreements congist primarily of high attachment points,

+ Claims are expressed at their astimated ultimate undiscounted valua, in accordance with the requirement of the insurance
regulations.

{ii) Provision for adverse deviation assumplions

The basic assumptions madea in astablishing insurance reserves are bast estimates for a range of possible outcomes. To recognise
the uncertainty in establishing these best estimales, lo allow for possible deterioration in experience and to provide greater comfort
that the reserves are adequate to pay future benafits, the appointed actuary is required to include a margin for adverse deviation in
cach assumptlion.

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 calkculated provision for adverse deviation, the
undiscounted amount was chosan. This assumes that holding resenves at an undiscounted amount includes an implicit risk load.

i) Scenario testing

The two major assumplions that delermine reserve levels are.
s« The selection of a-prion loss ratios within the Bormhuetter-Ferguson methods (Note 4).

*  The selection of loss dovelopment factors.

These faclors have been stochatistically modelled using vanous confidence intervals lo determine the mpact on the not resenves.
The net reserves of 52844404000 were determined at the S50% confidence interval. Had the confidence interval
increasedi{decreased) by 10%, the net reserves would increased decreasae) by $103,886,0000($104,113,000),

Development Claim Liabilities

In addition lo sensitivity analysis, tha development of insurance liabilities provides a measure of the Group's ahilily 1o estimata the ultimate
value of claims. The table below illustrates how the Group's estimate of the ullimate claims kabiity for accident years 2008 - 2016 has
changed al successive yoar-onds, up 1o 2017, Updated unpaid claims and adjustmont expenses (UCAE) and claims incurred but not
reporied (IBNR) estimatas in each successive year, as well a8 amounts paid to date are used to dedve the revised amounts for the ultimate
claims liability lor each accident year, used in the development calculations.
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3 It and Financial Risk Management |Continued)
{a}  Insurance risk {continued)
Davelopmont Claim Lisbilittes (comtinued) :
2008 2009 2010 2011 2012 2013 2014 2015 2016 M7 -
& priar 00 B prioe 2010 & prior 2011 & prier Nz & prior 013 & prier 2014 & priar 2015 & prior 2016 & prior T & prier |
5°000 000 5000 $'000 3000 5'000 $'0040 57000 §'000 5'000 5000 5000 s'000 §000 £'000 5000 5000 §'000 oo -
2008 UCAE, end of year 1126087
IBNR, end of yaar 5r.0ar
2009 Paid durkng year 400068 554808 1083676
LCAE, end ol year  Td48.310 519817 1.986121
IBNR, end ol yaar 4 BET 50684 55,551
[Ratio: excess
{dofici ] 15.67%)
2010 Paid durshag vear 231285 23IB5TD 467 RIS 558,018  1.026.854
UCAE, end of year 566,103 307,056 B73.139 1382309 2255538
IBHR, end of year - a 83,254 B3.254
Rabo: excass
{deficiency) {B.57%) :...M..s
2011 Paid duning year 136872 100005 ZTTIT M55 503092 S58.856 1.062.048
UCAE, and of year 205347 214227 500,574 300,526 810,100 657984 1468084
IBNR, end ol yaar - - - 2,385 2,365 67.945 0310
Rabia: excess
jddnfic ) 1.74% B.06% 43.27%
2012 Paid during year B3.820 50,6893 134,513 77,639 212352 317,684 520,836 558,328 1,083,164
UCAE, end of year 247207 1681614 408511 257 B85 656416 435708 1.102.122 BTOZTT 1,781,309
IBHR, end ol year - - - - - - TE, 758 T8, 754
Rabo: excass
{dedi 1 {11.27%) 5.50% 40.41% (B.0E%]
013 Paid during year 21984 7614 128,583 57,005 166,693 149,462 336,175 356,692 TO4.B67 B49.468 1354335
UCAE, end ol year 281,436 151,608 433,044 248,243 682787 418219 1100506 504,715 1.605.21 TE9.55 2394740
IBNR, end of yaor - - - . - . . 10,023 10,023 B0,793 B0.216
Ratio: axcess
= 11.94% L 1d% 31.68% T.EI% 24.73%
{deficiency] { ! i S sl i ]
2014 Pald dunng ymar 55016 26,701 8257 57,206 13T 11033 250056 6@ 488 418,544 402, TET B21.311 801684 1423008
UCAE, end of yoar 207548 118184 325733 186,061 511,784 3NATT 833 |ETIZ 1.219883  SITATZ  LT4TISS 613861 236116
IBNR, end ol yaar - - - - - - - - - 18,964 16,054 TEALE ar4an
Ao aacass
{dnfic 1 (1041%) (4.26%) 0% [26.71%) .Mw.m””_ (4. 13%)
2015 Paid during year M5 8. 722 60,537 34 kB8 95228 G742 103067 1,680 2B4.THT 14,064 A0GIRG 280568 625054  BATGST  1.2TTESY
WCAE, end of year 125975 GT.T10 193685 129182 22867 D44 537296 275,706 B13.002 416,14 12200026 365120 1594255 668734 2262888
IBNR, end ol year . . . . . . . [12.883)  (12863) (9377}  (22.240)  1B.1ET (4073} 128212 124,139
Ratia: axcess
{dafici ! {B.AT%) 1.427% aross _.Ma._uMFT {18.72%) 182% T2
2016 Paid during year 18,135 43, T35 61,6871 18,618 81,390 35,181 118,551 42 236 158,787 T0.412 220199 100493 J3BB9Z 333,115 GT1.B0T  BISE3] 1311440
WCAE, end of yoar 108,378 36857 45835 67,458 213383 1BTES 358,158 604 594,762 202,256 BA2018 02089  123NT O JEBMG 1 G22466 684423 2016846
IBNR, end of year - - - . - . - + = 13373 0337 (5243) (20616) 30,626 200 16352 118362
Raba: axcass
[deficiency) {6.54%:) 0.05% 30.26% [VE.60%) (16.46%) 4.1% B4% 381% :
2017 Paid durshg vear 15392 TE.502 91,604 14,7848 106882 8,060 134,742 36,045 1T2. 787 47 580 220,387 65,503 285870 10B.B8T 0 TET 378,045 TTORO02  95TBBE  1.72R.B6B “
LCAE, snd of year 105,653 25435 131,083 48,839 reaer 70,038 240963 156,133 406,006 265,145 671241 227,086 H98.327 290835 1,188,162 ATI260 1562431 BOBATT 2370508 .
IBKR, end ol yoor - - - . - - - (10,3867) (10,367) (10,586 (21053 (13967)  (M.220) (15,883) (50,903} 16,050 (M.B0T) 143,068 L
__unm._..i..nm- "..-n__m- (T.53%) (9.53%) (5.78%) GO28% A50%  [(11.30%)  (IT.BBN)  (I27E%)  (14.80%) (3.42%) BII% 3,30% 11.40%  10.14% T.84% 5.B0% Ga2%

138
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3. Insurance and Financial Risk Management (Continued)
(b)  Reinsurance risk

Tao limit its exposure to potential loss on an insuranca policy, the insurer may cede cartain levels of risk o a reinsurer. The Group salacts
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 imits represent the level of risk retained by the insurer. Coverage in excess of these limits is ceded Lo reinsurers up o the
treaty limit. The retention programmes used by the Group are summarised below:

a) Tha ratantion limit or maximum exposure on insurance policies under the reinsurance treaties range batwean $1,865,000 and
38,382,000 (2016; $3,838,000 and $38,382,000).

b} The Group utilises reinsurance treaties to reduce its net retained risk. The risk is spread over several reinsurers all of whaorm are AWM
Best or S&F raled at A or betler.

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

2017 2016

$'000 $'000

Property 1,936,168 715,958

Mator 41,163 29,903

Marine 997 32681

Liabslity {1,293) 18,419
Pecuniary loss (1,219) {2,588)

Accident {1,857) 1,458

1,873,956 766,428

{c)  Financial risk

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

These risks arise from open positions in interest rale, currency and equity products, all of which are exposed to general and spacific market
movements. The risks that the Group primarily faces due to the nature of its investments and labilities are interest rate fsk and currency
rigk. The Group's overall isk management programme focuses on the unprediclability of financial markets and seeks lo minimise patential
adverse effects on the Group's financial perfomance.

(i} Cradit risk
The Group takes on exposure to credit risk, which is the risk that its customers, clients or counterparties will cause a fingncial loss for
the Group by failing to discharge their contractual obligations. Credit exposures arise principally from the Group's recsivables from
customears, principals, agents, the amounts duea from reinsurers, amounts due from insurance contract holders and insurance brokers,
lending and investment aclivities, There i 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 accoplad in relation
to a single counterparty or groups of related counterparties and to geographical and industry segments.

Credit-related commitment risks arse from guarantess which may require payment on behalf of customers.  Such payments ara
collected from customers based on the lerms of the lefters of credil. They expose the Group to similar risks to loans and these are
mitigated by the same conirol policies and processes.

Credit risk arising from dervative financial instruments is, at any time, limited to those with positive fair valees, 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 precedures which require regular analyses of
the ability of borowers and other counterparties to meet intarest, capital and other repayment obligations.

{a) Trade and other receivables

The Group's exposure o 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 1o the Group offering them a cradit facility.
Customers may be required to provide a banker's guarantee and credit limits are assigned to each customer. These limits are
reviewad at least twice per year. The Group hae procadures in place to restrict customer orders if the order will exceead their
credit limits. Customers that fail to meet the Group's benchmark creditworthiness may ransacl 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 difficultices. Special negotiated arrangements may extend the credit period
to a maximum of 3 months. Trade and other recaivables relate mainly to the Group's retail and direct customers

The Group establishes an allowance for impainment that represents its estimate of incumed losses inrespect of rade and other
recatables. The Group addresses impaiment assessment in two areas: individually assessed allowances and collactively
assessed allowances.

The Group's average credit perod for the sale of goods is 1 month. The Group has provided fully for all receivables over &
months based on historical expenence 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 imecoverabls,
determined by laking into consideration past default experience, curmant economic conditions and expected receipts and
recovenios once impained.

(b} Loans and leases
The Group assesses the probability of default of individual counterparties using intemal ratings. Customers of the Group arg
segmentad into three rating classes. The Group's rating scale, which is shown below, reflacts the range of dafault probabilities
dafined for saach rating class.

Group's internal rating scale:

Group’s rating Description of the grade

1 Low risk = Excellent credit histony

2 Standard rizk = Generally abides by credit terms

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

Exposura to credit risk i managed in part by obtaining collateral and corporate and personal guarantees. Cousterparty Bmits
are established by the use of a credit classification system, which assigns cach counterparty a nsk rating. Risk ralings are
subject to regular revision. The cradit quality review process allows tha Group to assess the potential loss as a result of the risk
to which it is exposed and take corrective action.
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3. Insurance and Financial Risk Management (Continued)
(c)  Financial risk {continued)
(i} Credit risk {continued)
{c) Reinsurance

Reinsurance is used to manage insurance risk. This does not, however, discharge the Group's liability as primary insurer. If a
reinsurer fails to pay a claim for any reason, the Group remains liable for the payment to the policyhalder. The creditworthiness
of reinsurers is considered on an annual basis by reviewing their financial strength prior o finalisation of any contract. The
insurance subsidiarics” Risk and Reinsurance Department assessos the creditworthiness of all reinsurers and intermediarnios by
reviawing credil grades provided by rating agencies and olher publicly availabla financial informalicn.

(d) Premium and other receivables

The respective credit committees within the Group examineg the payment history of significant contract holders with whom they
conduct regular business. Managamant information raported to the Group includes details of provisions for impaiment on loans
and receivables and subsequent write-offs. Internal Audit makes regular reviews lo assess lhe degree of complance with the
Group procedurcs on crodit, Exposurcs w0 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 policyhalders,
or homogenous groups of policyholders, a financial analysis is carried out by the insurance subsidiaries” Risk and Reinsurance
Department.

(g} Invesiments

The Growp lmits its exposure to credit risk by investing mainly in liguid securities, with counterpartics that have high credit quality.
Accordingly, management does not expect any counterparty to fail to meat its obligations.

Collateral and other cradit 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 oblained are as follows:

Loans and leases - morgages over residential and commercial properties. charges over business assets such as premises,
equipment, inventory and accounts receivabla and charges and hypothacations over deposit balanceas and financial instruments
such as debt securities and equities.

Securities lending and reverse repurchase transactions = cash or securities.

The Group also oblains guarantees from parent companies for loans to their subsidiaries and from individual owners for [oans to their
Companies.

Management monitors the markeat valus of collateral, requests additional collateral in accordance with the underlying agreement, and

manitors the market value of collateral held during its annual reviews of individual cradit facilities as well as durng 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
mare than 3 montha or thare are any known difficulies in the cash flows of counterparties, credit raling downgrades, infringement of
the ariginal terms of the contract, or impairment of collateral.

The Group addresses impaiment 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 conductad
at least annuwally, 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 nomally encompasses collateral held and the anticipated receipts for that
individual account.

Collectively assessed allowances ara provided for: (i) portfolios of homogenous assets that are individually balow materiality
thresholds, and (i) losses thal have been incurred bul have not yel been idenlified, by taking into consideration hislorical losses on
the portfolio, current econamic conditions and expected receipts and recoveries once impaired.

The intemal rating systems described above focus more on credit-quality mapping from the inception of lending activitios. In contrast,
impairment provisions are recognised for financial reporting purposes only for losses that have baan incurred at the statement of
financial position date based on objective evidence of impaiment. Due to the different mathodologies applied, the amount of incurred
crodit 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 assiste managemeant to determing whethar objective evidence of impairment exists under LAS 38, hased on
the following crileria sel out by the Group:

»  Delinguency in contractual payments of principal or interest;

+  Cash flow difficulties experianced by the barrower (8.9, equity ratio, net income percantage of sales);
. Ereach of loan covenants or conditions;

*  [nitiation of bankruptcy proceedings,

+  Deteroration of the borrower's competitive position; and

. Deterioration in the value of collateral.
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Audited Financial Statements

L3

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 thrae internal rating
grades. However, the impairment provision comeas from the last rating class (sub-standard). The tables below show the Group's and
company's loans, leases, premivm and trade receivables and the associated impairment provision for cach intemal rating class:

Group’s rating

2017 2016
Loans, Leases, Loans, Leases,
Premium and Impairment Premium and Impairment
Trade Receivables Provision Trade Receivables Provision
£'000 5000 5000 $'000
Low risk 6,712 - 37,663
Standard risk 40,244 889 - 36,460,626 -
Sub-Standard 2,173,335 1,088,977 1,942,934 1,002,470
42 424 936 1,086.977 38,441 122 1,002,470
Company’s rating
2017 2016
Loans, Leases, Loans, Leases,
Premium and Impairmeant Premium and Impairmeant
Trade Receivables Provision Trade Receivables Provision
£'000 $'000 $'000 $'000
Standard risk 4,620 466 - 4,351,683 -
Sub-Standard 170,145 70,672 172,236 100,448
4,780,611 70,672 4,523,928 100,448

Maximum exposure to credit risk before collateral held or other credit enhancements

Tha maximum axpasura to cradit risk at the reporing date is the carrying value of the financial assets as raported in the slalamant

of financial position.

Thiz reprasants a worst case scanario of credit risk axposura to the Group and company at 31 Dacembar 2017 and 2016, without

taking account of any collateral held or ather credit enhancements.

.......................................................................................................
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3 Insurance and Financial Risk Management (Continued)
{c)  Financial risk (continued)
([} Credit Risk {continuad)
Loans and leases, premium and trade receivables
Cradit quality of lnans and leages, pramium, trade and other receivables are summarised as follows:

Group Company

2017 2016 2017 2016

£'000 £'000 £'000 £'000
Meither past due nor impaired -
Low risk 6,712 37,663 - -
Standard risk 37,189,410 33,661,765 4,436,202 4,192 639

37196122 33,599,428 4,436,202 4,192,639

Fast dua but not impaired 055479 2,888,760 184,264 158,054
Impaired 2,173,335 1,942,934 170,145 172,236
Gross 42,424 836 38,441 122 4,780,611 4,523,829
Less: provision for cradit losses (1,086,977) (1,002,470} (70,672) (100,448)
Net 41,337 858 37,438,652 4,719,838 4,423 481

Ageing analysis of loans and leases, premium and frade recoivablos thal are past due but not impaired.:

Loans and leases, premium and irade receivables that are less than 3 months past due are not considered impaired. As of 31
December 2017, loans and leases, premium and Irade receivables of $3,055,479,000 (2016: $2,898,760,000) and $184,264,000
{2016: $159,054,000) 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:

Group Company
2017 2016 2017 2016
£'000 £'000 $'000 £'000
Less than 1 manth 1,454 582 1420277 - -
Within 1 to 3 months B44,494 1,002,815 148,685 145587
Ower 3 months 756,403 475,568 35,679 13,467
3,055,479 2,898,760 184,264 158,054

As of 31 December 2017, loans and leases, premiom and trade receivables of $2,173,335,000 (2016: $1,942834,000) and
$170,145000 (2016: 5172,236,000) for the Group and company respectively were impaired. The amount of the provision was
§1,086,977,000 {(2016: $1,002,470,000) and $70,672,000 (2016: $100,448,000) for the Group and company respectivaly. Thara 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)
(e}  Financial risk {continued)
(i) Credit risk (continued)

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

The ageing of the impaired loans and lease receivables is as follows:

Group Company
2017 2016 2017 2016
$'000 $'000 $'000 $'000
3 to & months 539,744 - - -
Ower 6 months 1,045,543 1,457 568 - =
1,585,287 1,457,568 . -

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

Group Company
2017 2016 2017 2016
$'000 $'000 $'000 $'000
At 1 January 588,904 377,325 o o
Provision for receivables impairment 51,452 325,311 = -
:T:::I;::E{;I: written off during the year as . (113,732) ) )
Unused amounts reversed (68) - - -
At 31 Docember 640,288 588,904 o -

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

Group Company
2017 2016 2017 2016
$000 £'000 $000 $'000
3 1o 6 manths 291,063 148,103 88,305 56,284
Cwer 8 months 296,985 337,263 81,840 115,952
588,048 455,366 170,145 172,236

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

Group Company

2017 2016 2017 2016

$'000 £'000 $'000 £'000
Al 1 January 413,566 338,254 100.448 B7,881
Provision for receivables impairment 181,900 177,885 13,710 24,033
Receivables written off during the year as
uncollectible (1156.197) (T7.363) (28.439) (11,575}
Unusead amounts revarsad (33,580} (25,180) (15,047} {9,991)
At 31 Docember 445,689 413,566 70,672 100,448

.......................................................................................................
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3 Insurance and Financial Risk Management (Continued)
(¢) Financial risk (continued)
(i} Credit risk (continued)

Tha overall againg of the impaired loans and leases, pramium and trade receivablas is as follows:

Group Company
2017 2016 2017 2016
$£'000 £'000 £'000 000
3 to 6 maonths 830,807 148,103 BB, 305 56,204
Ower 6 months 1,342 628 1.794 831 81,840 115,952
2,173,335 1,842 8534 170,145 172,236

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

Group Company

2017 2016 2017 20186

$'000 £'000 $'000 $'000
At 1 January 1.002.470 715,579 100,448 97.981
Provision for receivables impairment 233,352 03,176 13,710 24,033
E::;Ih;ﬁl;: written off during the year as {115,197) {191,095) (28,439) (11,575)
Unused amounts revarsad {33,648) (25,190) {15,047) {a,881)
At 31 Dacembear 1,086,877 1,002,470 70672 100,448

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

There are no financial assats ather than those listed above that ware individually impaired.

.......................................................................................................
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3 Insurance and Financial Risk Management (Continued)
(¢) 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 lrade receivables
at their carrying amounts, as categorised by the customer sector:

Group Company
2017 2016 2017 2016
$000 £'000 $000 £'000

Public sector 624,481 171,852 - =
Professional and other services 4,912,337 4,568,848 = =
Persanal 10,142,128 8,732 161 120,878 163,169
Agriculture, fishing and mining 798.018 762,855 - -
Construction and real astata 1,416,054 1,519, 896 25,005 30,000
Electricity, gas and water 1,578,671 1,202,447 - -
Distribution 3,347,081 4,084,067 2,978,332 2,778,044
Manufacturing 2,095,018 231841 - -
Transportation 3,103,538 2403631 - -
Tauriam and entertainment 1,838,084 1,624,079 196,306 194,408
Financisl and other money services 1,448,080 2,059,656 191,389 181,349
Brokers and agents 1,691 442 1,680,620 - -
Reinsurers and coinsurers 1,830,415 740,516 - =
Supermarket chains 2,046,520 1,784 489 3786 319463
Wholesalers 1,506,222 1,196,302 372972 314,153
Retail and direct customers 3,039,363 2,918,837 438,747 363,806
Other 695,067 511,737 108,723 155,580

42, 212 474 38,280,404 4,744 298 4,508 861
Less: Provision for credit losses {1.086.977) (1.002.470) (70.672) (100,448}

41,125,497 37,277,934 4,673,626 4,409,513
Interast receivable 212 462 160,718 46,313 13,868

41,337,859 a7,438,652 4,719,839 4423481

.......................................................................................................
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3 Insurance and Financial Risk Management (Continued)
() Financial risk (continued)
{i} Credit risk {continued)

Financial assels — individually impaired

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

Group Company
2017 2016 2017 2016
$'000 £'000 $'000 £'000
Loans and leases 1,585 287 1,457,668 - -
Trade and other recaivables 508,048 485,366 170,145 172,236

Thera are no financial assets other than those listed above thal were individually impaired.
Repossessed collaleral

The Group and the company obtained assets by laking possession of collateral held as security. Repossessed collateral is sold
a5 00N &5 pracicable with the proceeds used to reduce the outstanding indebtedness.

A numbar of cases are in the courts awaiting judgments. Tha impairment provision has not been adjustad for thase claims.

Debt sacuritias

The following table summarises the Group's and company's credil exposure for debt securities at their carrying amounts, as
categorised by issuer,

Group Company
207 2016 207 2018
§'000 §'000 £'000 £'000
Government of Jamaica:
Available-for-sale securities 12,944, 286 17,883,313 2,995 852 3,531,448
Fair value through prafit or loss = 86,223 - =
Corporale:
Available-for-sale securitios 9472499 6,720,638 1,954 336 1,608,075
Qther government
Available-for-sale securities 885415 788,671 - -
Bank of Jamaica 9,912,652 10,587,210 - -
Other (Note &) 2,954,634 2,845,341 1,514,573 1,562,237
36,169,526 38,922,206 6,464,761 6,701,760

.......................................................................................................
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3 Insurance and Financial Risk Management (Continued)
{c) Financial risk {continued)
(ii) Liquidity risk

Liquidity risk i the risk thal the Group is unable to meet its payment obligations associated with its financial liabilites when they fall
due and to replace funds when thay are withdrawn. The consaquence may be the failure to meat obligations to repay depositors and
fulfil commitments to lend.

Liquidity risk management process
The Group's liquidity management procass, as camied out within the Group through the ALCOs and freasury departments, includes:
{iy Monitoring future cash flows and liquidity on a daily basis. This incorporates an assessment of expected cash flows and the

availabality of high grade collaleral which could be used to secure funding if required.

(i) Maintaining a portfolio of highly marketable and diverse assets Ihat can easily ba liquidated as protection against any unforesoen
interruption o cash flow,

(iii) Maintaining commitied lines of credit;

{iv) Optimising cash relurns on investment;

(v} Monitoring statement of financial position liquidity ratios against inlemnal and regulalory requirements. The maost 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.

Maonitoring and reparting take the form of cash flow measurement and projections for the next day, week and manth, respectively, as

these are key periads for liquidity managament. The starting point for those projections is an analysis of the contractual maturity of the
financial iabilities and the expectad collection data of tha financial assMs.

The matching and controlied mismatching of the maturities and interest rates of assels and liabiliies are fundamental lo the
management of the Group. Itis unusual for companies ever to be completely malched since business trangacted is often of uncertain
term and of different types. An unmatched position polentially enhances profitability, but can also increase the risk of loss.

The maturities of assets and labilities and the abality to replace, al an acceplable cosl, interest-beanng habilities as they mature, are
important factors in assessing the hiquidity of the Group and its exposune 1o changes in interest rates and exchange rates.
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a Insuranca and Financial Risk Management (Continuad)
(e} Financial risk {continuad)
{ii} Liquidity risk {continued)
Financial liabiliies cash flows
The table below presants the undiscounted cash flows payable (both interest and principal cash flows) of the Group's and company’s

financial liabilities hasad on contractual repayment obligations. Tha Group expects that many customears will not request repayment
on the earliest date the Group could be required o pay.

Group
1to3 Ito12 1te 5 Over Total
Months Meonths Years 5 Years
£'000 £'000 $'000 £'000 £'000
Ag at 31 December 2017
Deposils 28,907,360 4,717,593 7,572 - 33,832,534
iﬁg‘;ﬁ :"“ under agresments to 2,767,417 - 1,123,018 . 3,890,435
Bank and other loans 6,441,014 4,559,816 2,828,619 733,385 17,562,834
Trade and other payables 17,762,670 1,603,825 - - 18,366,495
Total financial liabilities
(contractual dates) 55,878,470 10,881,234 6,959,209 733,385 74,452,298
Group
1t0 3 Ito12 1t 5 Over Total
Months Months Years 5Years
£'000 £'000 $'000 £'000 £'000
As at 31 December 2016:
Deposits 25,380,849 5,395,683 16,338 - 30,792,880
ey T AFKIAE Acretmaces Yo 9,353,969 203488 3,032,050 - 12,589,507
Bank and other loans 3,678,663 4,701,018 5,048,588 1.071.760 14,500,030
Trade and other payables 16,843,073 718,910 - - 17,561,963
Total financial liabilities
(contractual dates) 55,256,554 11,019,110 8,096 978 1,071,780 75,444 400

.......................................................................................................
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3 Insurance and Financial Risk Management (Continued)
{¢)  Financial risk (continued)
{il) Liquidity risk (continued)

Financial iabiliies cash flows {continued)

Company
1103 3o 12 1tob Owver Total
Maonths Months Yaars 5Yaars
£'000 £'000 §'000 §'000 £'000
As at 31 December 2017:
Bank and ather loans B4, 709 1,842 858 1,608,014 112170 4,547 9311
Trade and other payables 2,544 670 - - - 2,544 BT0
Subsidianes 3,403,955 - - - 3,403,955
Total financial liabilities
(contractual dates) 6,833,414 1,842 958 1,608,014 112170 10,486, 556
Company
1103 3o 12 1tob Over Total
Months Months Years 5Years
$£'000 £'000 $'000 £'000 £'000
As at 31 December 2016:
Bank and cther loans 1,939,198 1,465,329 1,347 775 79,304 4,831,606
Trade and other payables 2,600,965 - - - 2,600,965
Subsidiaries 2,784,284 - - - 2,784 204
Total financial liabilities
(contractual dates) 7,324 AST 1,465,328 1347775 78,304 10,216,865

The assets available 1o meet all of the liabilites and to cover cuistanding loan commitments include: cash, Central Bank balances,
items in the course of collection, Investment sacurities and other sligible bills, loane and advances to banks, and loans and advances
to customers. In the normal course of business, a proportion of customer loans contractually repayable within ane yaar will be
extended. In addition, debl securities and treasury and other bills have been pledged to secure liabilities. The Group is also able to
meet unexpected net cash outflows by sclling securities and accessing additional funding sources from other financing institutions.
The Group and the company have the following undrawn committed borrowing facilities.

Group Company
2017 2018 2017 2016
$000 $'000 §'000 £'000
Flaating rate —
Expiring within cne year 9,960,401 9,075,887 6,032,827 6,371,215

The facilities expiring within one year are annual facilities subject to review al various dates during the subsequent yaar. Tha
other faciliies have been arranged to help finance the Group's activities.

.......................................................................................................
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3. Insurance and Financial Risk Management (Continued)
{e) Financial risk ({continued)
(i) Liquidity risk (continued)
Off-ztatemant of financial position items

The table below shows the contractual expiry periods of the Group's contingent liabilities and commitments.

Group
Mo Later Than 1to 5 Over 5

1 Year Years Years Total
$'000 $'000 $'000 $'000

As at 31 December 2017:
Loan commitmenis 1,443,956 - - 1,443,956
Guarantees, acceptances and other financial facilities 267.678 = o 267,678
Capital commitments 2126181 - - 213,181
Operating lease commitments 1,403,165 3,525,854 1,258,585 §,187 B44

5,240,980 3,525,804 1,258,585 10,025,459

As at 31 December 2016:

Loan commitmeants 1,080,831 = o 1,090,931
Guarantees, acceptances and other financial facilities 189,585 - - 189,585
Capital commitments 2,302,326 - - 2,352,326
Operating laass commitments 1,309,118 3,703,535 1,238,355 6,251,008

4,941,960 3,703,535 1,238,355 9,883,850

{iii} Market risk

The Group takes on exposung 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 markat pricas. Market risks mainly arise from changes in foreign currency axchange rales 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 measurad using senstivity analysis.

Currency risk
Currancy risk iz tha risk that the far value or futura cash flows of a financial instrumant will fluctuate because of changes in foreign
exchange rates.

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

Forgign exchange risk anses from future commercial ransactions, recognised assets and liabilties and net investments in foreign
aparations.

The Group manages its foreign exchange risk by ensuring that the net exposure in foreign assets and Rabiliies s kept toan acceptable
level by manitaring currency positions. The Group further manages this risk by maximising forsign currency earnings and holding
foreign currency balances.

The Group has certain investments in foreign operations, whose net assels are exposed to foreign curency translation risk. Currency

exposure arising from the net assets of the Group's foreign cperations is managed primarily through borrowings dencminaled in the
relavant foreian cumencics.
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3. Insurance and Financial Risk Management (Continued)
()  Financial risk [continuad)
(ili) Market risk (continued)
Currency risk {continued)

Concenfrations of currency risk

The table below summarises the Group and company exposure to foreign currency exchange rate risk at 31 Dacember.

Group
Jamaican$ uss GBP CANS EURD Other Total
JE'000 JE'000 JE'000 JE'000 JE'000 J§'000 J$000
As at 31 December 2017:
Financial Assats
Cash and deposits B,372,877 4,281,822 408,957 105,791 TE,570 B58,228 12,084,245
Investment securities and
pledged assels 12,327,152 23,904,183 44, 731 12,3689 - 491,928 36,780,341
Trade and other recaivables 4,842 197 5,061,631 1,667,149 478,965 223,030 1,515,658 13,788,630
Loans receivable 20,678,545 6,865,060 - - - 4,724 27,548,329
Tatal financial asseats 44,220,771 40092676 2120837 588,125 280,600 2870536 80,202 545
Financial Liabilities
Deposits 16,352,761 16,762 672 276,535 85,567 52,988 - 33,530,523
Securities sold under
agreements to repurchase 1,746,757 2045963 - - - < 3792720
Bank and other loans 7,303,113 8,104,344 861,183 170,957 - 76018 16515615
Trade and other payablas 7142 533 7,858,384  1,8687.841 582,707 186,627 1,668,403 19,356,495
Tolal financial liabilities 32,545,164 34,811,383 3,025,559 839,231 239815 1,744,421 73,205,353
Met financial position 11,675,607 5,281,313 (204,722)  (241,106) 58,8985 1,126,115 16,997,192
Group
Jamaicang uss GEBP CANS EURO Other Total
J5'000 J5'000 J5'000 J5'000 J§000 J5'000 J§'000

As at 31 December 2016:
Financial Assets
Cash and deposits 5242740 3,981,704 360,448 123,375 1,362,803 1,205,577 122768647
Investment securities and
pledged assels 11,183,407 27,748,662 3E,849 11,858 - 33,097 39,293,673
Trade and other receivables 4,225 984 4,314,861 1,718,676 453,663 173,800 23611 11,510,555
Loans receivable 19,926,453 5,001,564 40 - - = 25928057
Tolal financial assels 40,578,584 42,048,721 2,118,013 588,606 1,538,603 2,142,285 89008972
Financial Liabilitias
Deposits 11,350,884 17,551,420 2B4.545 97,500 1,380,440 - 30,653,888
Securities sold under
agreements to repurchase 5223496 7,119,936 - - - - 12343432
Bank and other loans 7,087,161 5,345,352 559,059 213,973 - 36,492 13,242,037
Trade and other payablos 2,001,988 5468031  2738E03 629,981 80,892 642,398 17,561,983
Total financial liabilitics 31,663,529 35,484 739 3582297 941,563 1,450,332 G78.890 73,801,340
Met financial position 815,055 6,562,062  (1,466,2084) (352 85T) 86,271 1,463,385 15,207 632

.......................................................................................................
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3 Insurance and Financial Risk Management (Continued)
() Financial risk (continued)
{iii} Market risk (continued)
Currency risk {continued)

Concentrations of currency risk (continued)

Company
Jamaican$ us$ GBP CANS EURO Other Total
J&'000 J5'000 J§'000 JE'000 J5'000 J5'000 J5'000
As at 31 December 2017:
Financial Assets
Cash and deposits 1,434,333 504,851 - - - 5,267 1,944 4351
Investment securities 257TR486 3935102 - - - - 6,513,698
Trade and other receivables 1,336,610 24023 - - - - 1,360,633
Subsidiaries 888,062 175,310 - - - - 1063372
Loans receivable 1,520,015 1,839.2M - - - - 3,358,306
Total financial assats 7,757,516 6,478,577 - - - 5267 14,241,360
Financial Liabilities
Bank and other loans 2008673 2044595 - - - - 4,053,268
Trade and other payables 1,776,631 765,674 365 - - - 2544870
Subsidiaries 2,577,600 817,557 2211 3,003 3,584 - 3,403,955
Total financial liabilities B,364,904 3,627 8268 2,578 3,003 3,584 - 10,001,883
Met financial position 1,392,612 2,850,751 (2,576) (3,003) (3,5084) 5267 4239467
Company
Jamaican$ uss GBP CANS EURD Other Total
JE$'000 J5'000 J§000 J5'000 J§'000 J5'000 J5'000
As at 31 December 2016:
Financial Assets
Cash and deposits 1,685,459 09,804 - - - 5,548 2,600,811
Investmant securitieas 2284 564 4 467,045 - - - - 6,761,609
Trade and other recaivables 1,228,815 18,383 - - - - 1,248,298
Subsidiarics 344,208 129,251 - 6,303 - - 478,762
Loans receivable 1,823,080 1,352,103 - - - - 3,175,183
Tatal financial assats T.A76,226 6,877 5086 - 6,303 - 5,548 14,265,663
Financial Liabilities
Bank and other loans 2,883,002 1,583,837 - - - - 4,448 839
Trade and other payables 1,677,103 923,862 - - - - 2,600,865
Subsidiaries 1,710,476 1,073,266 552 - - - 2,784 294
Total financial liabilities €,250,581 3,580,765 552 - - - 9,831,898
Net financial position 1125645 3,296,821 (552) 6,303 - 5548 4,433,765

.......................................................................................................
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3.  Insurance and Financial Risk Management (Continuad)
(c)  Financial risk {continued)

(i) Market risk (continued)
Currency risk (continued)
Foreign cummency sensitivity

The following tables indicate the currencies to which the Group and company had significant exposure on its maonatary assets and
liahilities and its forecast cash flows. The change in currency rales below represents management’s assessment of the possible
change in foreign exchange rates. The sensitivity analysis represents the changes in carmying amounts of outstanding foreign currency
denominated monetary items and adjusts their translation at the year-end for a 4% increase (2018: 8%) and a 2% decrease (2016:
1%) in foreign currency rates to arrive at the corresponding impact on profit.  The sensitivity analysis includes cash and deposits,
invasiment secunties, receivables, loans receivable, deposils, secunties sold under agreements to repurchase, bank and other loans,
and payables. The comelation of varables will have a significant effect in determining the ultimate impact on market risk, but o
demonsirate the impact due 1o changes in variables, variables had to be assessed on an individual basis.

Group
Effect on Effect on
% Change in  Profit before % Change in  Profit before
Currency Rate Taxation Currency Rate Taxation
2017 2016
2017 $'000 2016 $'000
Currency:
uso +4% 199,229 +5% 393,382
GBP +3% 934 +B% 3,579
CAN +4% 1,179 +H% 2,140
EURGC 4% 64 +6% (1.123)
uso -2% {99,614) =1% (65,564)
GEP 2% (467) =1% (587)
CAN 2% (590) 1% (367)
EURD =% (32) 1% 187
Company
Effect on Effect on
% Change in  Profit before % Change in  Profit before
Currency Rate Taxation Currency Rate Taxation
2017 2016
2017 £'000 2016 $'000
Currency:
uso 4% 115,662 +5% 198,600
GBP 4% (103) +&% (33)
CAN 4% {120) +B% 378
EURC +4% (140) +6% -
uso -2% (57,831) -1% (33,267)
GBP 2% a1 =1% &
CAN -2% 60 1% (B3)
EUROC -2% 70 1% -
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3. Insurance and Financial Risk Management (Continued)
(c) Financial risk (continued)
(iii) Market risk (continued)
Interest rate risk
:g::::lt:;sk is tha risk that the value or future cash flows of a financial instrument will luctuate because of changes In market

Fleating rate instruments expose the Group to cash fiow interest risk, whereas fixed rate instruments expose the Group 1o fair value
interost nsk.

The Group manages interast rate risk by maintaining an appropriata mix of fixed and variable rate instruments and also manages the
maturities of interest bearing financial assals and liabilities. The respective boards within the Group set limits on the level of mismatch
of interast rate raprcing that may be undertaken, which is monitored by the ALCOS and Investment Committeas.

The following tables summarise the Group's and the company’s exposure to interest rate risk. It includes the Group and company
financial instruments al camying amounts, calegonsed by the eardier of contractual repacing or maturity dates.

Group
Within 1 103 Jto12 105 Over MNon-rate

Meonth Meonths Meonths Years 5 Years Sansitive Total

$'000 $'000 $'000 $'000 $'000 $'000 $'000
At 31 December 2017:
Asszels
Cash and doposits 4,593 987 1,060,369 - . - 6,429,880 12,084,245
Investment securities
and pledged assots 3,753,642 301413 6,113,348 7.504,049 104455645 5,949,525 36,780,341
Loans receivable 230,696 2,956,959 1,992 321 8769984 13 468,069 130,300 27,548,329
Trade and other
receivables - - - - - 13,789,630 13789630
Total financial assets 8,578,325 7,031,459 8,105,669 16274033 23913715 26200344 90,303.545
Liabilities
Deposits 22,215,453 5,651,516 4,656,186 7,368 - - 33,530,523
Seourities sold under
agresments to
repurchase 2627377 135,503 - 1,029,840 - - 3,792,720
Bank loans 5463 855 3,152 184 4 661,854 2877712 380,010 - 16,515,615
Trade payables = = - - - 19,360,485 19,366,485
Total financial liabilities 30,306,685 9,939,203 9,318,040 3,914,920 3B0,010 19,388 495 T3 205,353
Total interest
repricing gap (21,7208,360) (2807.744) (1,212371) 12358113 23,553,705 6,932,848 16,997,182
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3. Insurance and Financial Risk Management (Continued)
() Financial risk (continuead)
(i) Market risk (continued)

Intarast rate risk (continued)
Group
Within 1 1t0 3 Ito12 1ta 5 Ovar Non-rate
Month Months Months Years 5 Years Bensitive Total
$'000 $'000 £'000 $°000 £'000 $'000 $'000

At 31 Dacember 2016:
Assels
Cash and deposits 4,844 448 1,472,961 - - - 5,959,238 12,275,847
Investment securities
and pladged assats 54950118 3,051,011 5666,743 12476088 101184TRE 2,031,504 39293673
Loans raceivable 354,824 4,532 8482 1,064,388 8,304,625 11,508,068 163,168 25928057
Trade and other
receivablos - - - - - 11,510,585 11,610,595
Total financial assets 11,149,490 9,056 874 6,731,132 20,780,724 21,626,246 19664506 8590085972
Liabilities
Doposits 19,507 412 5,839,221 5,291,894 15,361 - - 30,653,888
Securities sold under
agreaaments to
repurchase 7,824,770 1,513,897 200,073 2,804 602 - - 12,343,432
Bank loans 2,757 872 3,781,867 4,025,766 1,852,803 823,929 = 13,242,037
Trade payables - - - - - 17,581,283 17,561,883
Total financial liabilities 30,090,054 11,134,985 9,517,733 4,672,656 823,929 17,561,983 73,801,340
Total interest
repricing gap (18,840 564) (2078111}  (2,786601) 16,108,068 20802 317 2102523 15207 632

.......................................................................................................
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3. Insurance and Financial Risk Management (Continued)
() Financial risk (continuead)
(iif) Market risk {continued)

Intarast rate risk (continued)
Company
Within 1 1te 3 Jto12 1te 5 Owver Non-rate
Month Months Months Years 5 Years Bensitive Total
£'000 £'000 £'000 $'000 £'000 $£'000 $'000
At 31 December 2017:
Assels
Cash and deposits 202,184 766,901 - - - 976,366 1.944 451
Investment securities - BAT 000 1,633,761 1,680,878 2,283,024 48,835 6,513,588
Loans receivable - M3,a72 1,658,863 5R2,943 - BO3A2A 3,359,306
Trade and other
raceivables - - - - - 1,360,633 1,360,633
Subsidiarics - - - - - 1,063,372 1,063,372
Total financial assets 202,184 1,927,273 3,293,624 2,273,921 2,293,024 4,251,334 14,241,380
Liabilitias
Bank lnans 758,275 1,128,810 2165083 - - - 4,053,268
Trade payables - - - - - 2,544 B70 2,544 670
Subsidiaries - = - - - 3,403,855 3,403,955
Total financial liabilitics 759,275 1.128.910 2,165,083 - - 5,948,626 10,001,893
Total interest repricing
gap (557,091) 798,363 1,128,541 2,273,921 2293024  (1,697.291) 4,239 467
Company
Within 1 1t 3 Ito 12 1t 5 Over Non-rate
Month Manthe Months Years 5 Years Sensitive Total
£'000 £'000 £'000 $'000 £'000 £'000 $'000

At 31 Dacember 2016:
Assels
Cash and deposits 451,998 1,252,320 - - - BO6,493 2,600,811
Investment securities - 1,108,518 1,762,220 1,529,364 2,303,859 50,845 6,761,608
Loans receivable - 281,169 1,418,694 630,000 = 845,320 3,175,183
Trade and other
receivables - - - - - 1,248,298 1,248,280
Subsidiaries - - - - - 478,762 479,762
Tatal financial assats 451 964 2,640,007 3,180,814 2,158,364 2,303,659 3,528,721 14,265,663
Liabilities
Bank loans 1,790,092 1,547,895 1,108,220 2,822 - = 4445639
Trade payables - - - - - 2,600,965 2,600,965
Subsidiaries - - - - - 2,704,284 2,784,204
Tatal financial labilities 1,780,082 1,547 685 1,106,220 2,632 - 5,385,258 0,831,808
Total interest repricing
gap (1,338.094) 1,092.312 2,074,694 2,156,732 2,303,659  (1.855538) 4,433,765

.......................................................................................................
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3. Insurance and Financial Risk Managemeant ([Continued)
{¢)  Financial risk {continued)
{ili) Market risk (continued)
Interest rate risk (continued)
Interest rate sensitivity

The following lable indicales the sensitivily to a reasonable possible change in interest rates, with all other variables held constant, on
the Group's and company's income stalement and equily.

The Group's interest rale risk arises from invesiment securities, loans receivable, customers’ deposits, securitics sold under
repurchase agreements and borowings. The sensitivity of the profit or loss is the effect of the assumed changes in interest rates on
net income based on flcaling rate financial assets and floating rale liabilities. The sensitivity of equily is calculaled by revaluing fixed
rale available-for-sale financial assels 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 ullimate mpact on market risk, bul to demonstrate the
impact, each variable has o be evaluated on an individual basis.

Group
Effect on Effect on
Effect on Other Effect on Other
Change in Profit bofore Components Change in Profit before Components
basis points: Taxation of Equity basis points: Taxation of Equity
2017 2017 2017 2016 2016 2016
JMD/USD £'000 £'000 JMD / USD £'000 £'000
=100/ -50 44,004 233,261 -100/ -50 45,580 300,303
+100 7 +50 (44,004) (196.323) +100 / +100 (167,834) (578,804)
Company
Effect on Effect on
Effect on Other Effect on Other
Change in Profit before Compaonents Change in Profit before Components
basis points: Taxation of Equity basis points: Taxation of Equity
2017 2017 2017 2016 2016 2016
JMD /USD £'000 £'000 JMD /USD £'000 £'000
=100/ -50 3,828 53,842 =100/ -50 (7,180) 62,678
+100 f +50 (3.929) (51,943) +100 ] +100 7180 {108,736)
Frice Risk

Price risk is the risk that the value of a financial instrument will fuctuale as a resull of changes in market prices, whether those changes
are caused by factors specific to the individual instrument or its Bsuwer or factors affecting all instruments traded in the market. The
Group is exposed 1o equily prce risk because of equity investments held and classiied on the stalement of financial position as cither
available for sale or at fair value through profit or loss. The Group manages its price risk by trading these instruments when appropriate
o reduce the impact of any adverse price ucluations,

The impact of a 15% (2016: 10%:) change in the quoled prices for these equilies would bo an incroase or decreasa in the camying
value of $3.802.000 (2016: §1,230,000) in income and $86,954,000 (2016: $35.329.000) in other comprehensive income.
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3 Insurance and Financial Risk Management (Continued)

(d) Capital management

Insurance subsidiaries

The insurance subsidianes’ objectives when managing capital, which i a broader concept than the ‘equity’ on the face of the statement
of financial position, arg:
(i} To comply with the capital requirements set by the regulators of the insurance markets within which the companies operate;

(i} Tosafeguard their ability to continue as going concams so that they can confinue to provide returns for stockholders and benefits for
other stakeholders; and

(i) To maintain a strong capital base to support the development of business.

Capital adequacy is managad and manitorad at tha insurance subsidiarias’ level by management, the Audit Committea ard the Board of
Directors.  In addition, the companies seak o maintain intermal capital adequacy at levels higher than the minimum level of regulatony
capital required.

The primary measure used lo assess capital adequacy for the Jamaican based general insurance subsidiary is the Minimum Capital Test
(MCT). This information is required to be filad with the Financial Services Commission (FSC) on an annual basis. The minimum standard
recommended by the regulators for companies is a MCT of 280% (2018; 250%).

The banking and investment subsidiaries

The banking and invesiment subsidiaries’ cbjectives when managing capital, which s a broader concept than the "equity’ on the face of
the statement of financial position, ang:

() Tocomply with the capital requirements set by the regulators of the banking and investment markets where the eniities within the
Group operale;

(i)  Tosaleguard their ability to confinue as going concemns so that they can continue to provide returns for stockholders and benefits
for other stakeholders; and

(i}~ Ta maintain a strong capital base to suppart the developmant of business,

Capital adequacy and the use of regulatory capital are monitored monthly by management and the required information is filad monthly

with the Bank of Jamaica (BOJ) and the FSC.

The BOJ requires the banking entity to:

{i} Hold the minimum level of regulatory capital s a percentage of lotal assels of 8%; and

(i) Maintain a ratio of total regulatory capital to risk-weighted assets at or above 10%.

The FEC requires the imvestment services entity to:

{i} Hold the minimum level of regulatory capital &5 a pereentage of tolal assets of 8%; and

(i) Maintain a ratio of total regulatory capital to risk-weighted assets at or above 10%:.

The regulatory capital as managed by the subsidiaries” ALCOs is divided into two tiers:

{i} Tier 1 capital: share capital, relained eamings and reserves crealed by appropriations of relained eamings. The book value of
goodwill and negative fair value reserves ang deducted in armiving at Tier 1 capital; and

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

Risk-weighted assels are measured by means of a hierarchy of risk weights classified according to the nature of and reflecting an estimate
of credit, market and ather risks associated with each asset and countarparty, taking into account any eligible collateral or guarantees. A
similar treatment is adopted for off-staterment of financial position exposure, with some adjusiments o reflect the more conlingent nature
of the potential losses.

The Group complicd with the regulatory capital requiremonts to which itis subjocted.
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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 cbjectives when managing capital are 1o safeguard the Group's ability to continue as & going concern in order lo provide
raturng for ownars and benefits for other stakeholders and to maintain an optimal capital structurs to reduce the cost of capital. The Board
of Direclors monitors the return on equity, which the Group defines as nel profit atiributable to owners of the company divided by tolal
owners' equity, excluding non-controlling interests. The Board of Directors also monitors the level of dividends 1o 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. Dabt is
calculated as total borrowings as shown in the consolidated statement of financial position. Owners' equity is calculated as capital and
raserves aftributable to the company’s owners as shown in the consolidated statemeant of financial pesition.

During 2017, the Group's strategy, which was unchanged fram 2016, was to maintain a dabt to aquity ratio not excesding 100%. The debt
to equity ratios at 31 December 2017 and 2018 were as follows:

Group
2017 2016
$'000 5'000
Total borowings (Mote 15) 16,515,615 13,242,037
Owners' aquity 45,222 812 42,063,925
Gearing ratio 36.5% 3.5%

There were no changes to the Group's approach to capital management during the year,

The parent company complicd with all externally imposed capital requinements to which it is subjected.

.......................................................................................................
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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 ather factors, including expectations of future
events thal are believed to be reascnable under the circumstances.

Key sources of estimation uncertainty

The Group makes estimates and assumplions concarming the fulure. The resulting accounting estimates will, by definition, seldom equal the
relaled aclual results. The estimales and assumptions that have a significant risk of causing a material adjustment o the carrying amounts of
assets and liabilities within the noxt financial year are discussed below.

(i} Estimated impaimment of goodwill

The Group tests annuglly whether goodwill has suffered any impairment, in accordance with the accounling policy stated in
Mote 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 1% increase in the discount rate would result in a reduction in
the value in use by $2,858.582,000, which would not result in an impaimment of goodwill.

(i}  Income taxes

The Group is subject to income taxes in numerous jurisdictions. Significant judgement is required in determining the wordwide provision
for income taxes. The Group recognises liabilities for anticipated tax audil issues based on estimates of whether additional taxes will be
due. Where the final lax cutcome of these matters is different from the amounts that were inilially recorded, such differences will impact
the income tax and deferred tax provisions in the period in which such determination is made. The Group has recognised deferred tax
assets on tax losses camied forward a3 it anlicipates making fulure taxable income Io offsel these losses.

iy  Pension plan assets and post-employment obligations

The cost of these benefits and the present value of the pension and the other post-employment liabiliies 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 inclede 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 changas in these
assumptions will impact the net penicdic cost (income) recorded for pension and post-employment benefits and may affect planned funding
of the pension plans. The expected retum on plan assels assumptlion & determinad on a uniform basis, considering long-lerm historical
returns, asset allocation and future estimates of long-term investment returms. The appropriate discount rate i determined at the end of
each year, which reprasents the interest rate that should be used to determine tha 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 malurity approximating the terms of the ralated pension liability. The expectad 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 respactive
economies. Other key assumptions for the pension and post-employment benefits cost and credits are based in part on carrent market
conditicns.

(iv)  Liabilities arsing from claims made under insurance contracts

The determination of the liabilities under insurance contracts represents the lability for future claims payable by the insurance subsidianes
based on contracts for the insurance business in force at the statement of financial pesition date using several methods, including the Paid
Loss Development method, the Incured Loss Development methed, the Bomhuetter-Ferguson Paid Loss method, the Bomhuetter-
Ferguson Incurmed Loss method and the Frequency-Saverity method. These liabilites represent the amount of future premiums that will,
in the apinion of the actuary, be sufficient 1o pay fulure claims relating to contracts of insurance in force, as wall a5 meel the alher expenses
incurred in connection with such contracts. A margin for nsk or uncerainty (adverse deviations) in these assumptions s added to the
liability. The assumptions are examined each year in order to determing their validity in ight of current best estimates or to rellect emerging
trends in the insurance subsidiaries” experience.

Claims are analysad separataly batween thosa arising from damage to insured property and consequential losses. Claims arising from
damage o insured property can be estimated with greater reliability, and the insurance subsidiaries’ estimation processes reflect all the
factors that influence the amount and timing of cash Nows from these contracts. The shorter seitiement perod for these claims allows the
insurance subsidiarias to achieve a higher degraa of cartainty about the estimatad cost of claims, and ralativaly little IBNR is hald at yaar-
end. However, the longer ime needed to assess the emergence of claims arising from consequential losses makes the estimation process
more uncertain for these claims.
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4, Critical Accounting Judgements and Key Sources of Estimation Uncertainty (Continued)
Key sourcas of estimation uncertainty (continued)
(v) Investment propertics

Investment propertics are carmed in the statement of financial position at market value. The Group wses independent qualified property
appraisers to value its investmant properties annually, generally using the income approach. This approach takes into consideration
various assumplions and factors including; the level of current and fulure occupancy, the rate of annual rent increases, the rate of inflation
of direct expenses, the appropriate discount rate, and the cwrent condition of the propertics together with an estmate of future
maintenance and capital expenditures. Referencs is also made to recent comparable sales. A change in any of these assumptions and
factors could have a significant impact on the valuation of investiment properties.

(viy  Land and buildings

Frechold land and buildings are camied in the statement of inancial position at fair value, with changes in fair value being recognised
in ‘capital and fair value reserve’ through other comprahensive income.  The Group uses independent qualified property appraisers
to value its land and buildings bi-annually. Those fair values werae derived using:

»  Thesales comparison approach, which references market-based evidence, using comparable prices adjusted for specific market
factors such as nature, location and condition of the property. Tha most significant input into this valuation approach is price par
square foot. Significant increases (decreases) in estimated price per square foot in isolation would result in a signiicantly higher
(lower) fair value.

. The cost approach using observable inputs. Tha axtarnal valuers have determined thesa inputs basad on tha size, age and
condition of the land and buildings and the state of the economy.

(vii)  Fair value of financial instrumeants

In the absence of quated market prices, the fair values of a significant portion of the Group's financial instruments ware datermined using
generally accepted alternative methods. The values derived from applying these methods are significantly affected by he underlying
assumptions used concerning both the amaunts and timing of future cash flows and the discount rates. Considerable judgement is required
in interprating market data to arrive at astimates of fair valuas. Consaquently, the astimates amived at may be significantly different from
the actual price of the instruments in an arm’s length transaction.

(vill}) Impaimment losses on loans

The Group reviews its loan portfolio to assess impainment at least on a monthly basis. In determining whether an impaiment loss should
be recorded in amiving al net profit or loss, the Group makes judgements as to whether there is any observable data indicating that there
is a measurable decrease in the estimated fulure cash flows from loans. This evidence may include observable data indicating thal there
has bean an adverse change in the payment status of borrowars in a Group, or national or local aconomic conditions that comelate with
defaults on assets in the Group, Management uses estimates based on historical loss expenence for assets with credit risk characteristics
and objective evidence of impairment similar o those in the portfolio when scheduling its future cash flows. The methodology and
assumptions used for estimating both the amount and timing of future cash flows are reviewed regularly to reduce any differences between
loss estimates and actual loss expenence.

(x)  Business combinalions

Business combinations are accounted for using the acquisition mathod. The Group determines the identifiable assets and liabilities using
the Purchase Price Allocation method. Under this method, the Group makes estimates about future cash flows which are derived based
on factors such as revenue growth, future margine, attrition rates, and discount rates in determining the fair values of the identifiable
intangible assate.
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- Cash and Deposits

Group Company
2017 2016 2017 2016
£'000 £'000 §'000 §'000
Cash at bank and in hand 9,761,362 9,665,440 1,177,550 1,348,481
Deposits 2,322 BR3 2611207 766,901 1,252,320
12,084,245 12,276,647 1,944 451 2,600,811

Included in deposils is inlerest receivable of $7,124,000 (2016 $7,959,000) and $4,027,000 (2016: $8,150,000) for the Group and company,
respectively. The woighted average effective interest rate on deposits was 3.71% (2016 3.17%) and 4.17% (2016: 3.69%) for the Group and
compary, respectivaly, and these deposits have an average maturity of under 3 months.

For the purposas of the cash flow slatement, cash and cash equivalents comprisa the following:

Group Company

2017 2016 2017 2016

£'000 §'000 $'000 5£'000

Cash at bank and in hand 9,761,382 9,665,440 1,177,550 1,348,491
Deposits 2,322,883 2,611,207 766,901 1,252,320
12,084,245 12,276,847 1,944,451 2,600,811
Bank overdrafts (Note 15) {2,681,950) (1,965,846) (30,825) (1,054,809)
9,402 295 10,310,801 1,913,628 1,546,002

.......................................................................................................
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6. Investment Securities and Pledged Assats

{a) Investment securities

Group Company
2017 2016 2017 2016
£'000 £'000 $'000 $'000
Available-for-zale:

Quoted equities 578,682 353,284 48,502 58,514
Bank of Jamaica 9,912,692 10,587,210 - -
Govemment of Jamaica securities 12,944, 286 17,883,313 2,995,852 3,531,448
Foreign government securities BB5,415 788,671 -
Corporate bonds 9,472 494 6,720,538 1,954,326 1,608,075
Other debt securities 2,954 634 2,845,341 1,514,573 1,562,237
Other 5,779 5,779 335 335

36,754,997 39,195,146 6,513,608 6,761,609

Financial assets at fair value through profit or loss:

Derivative financial instruments (Mote 37) - BB 223 - -
Guoted equities 26,344 12,304 -
25,344 88,527 -

Total 36,780,341 39,293,673 6,513,508 6,761,609
Less: Pladged assets (Mote 6b) (4.927,305)  (15419,427) -

Invastment sacuritias in the statemeant of financial position 11,853,036 23,874,246 6,513,598 6,761,608

Included in investment securities is interest receivabile of 3471,149,000 (2016: $502,858,000) and $92,605,000 (2016: $95,233,000) for the Group
and the company respeciively.

Included in Government of Jamaica securities arg instruments which mature between 3 months and 12 months or which the Group intends o
raalise within 12 months and have an effective interest rate of 5.10% (2016: 5.06%,) and 3.03% (2016: 2.75%) for tha Group and the comparny
respectively.

Included in Bank of Jamaica securities is $5,338,710,000 (2018: $4,131,173,000) held at the Bank of Jamaica under Section 14(1) af tha Banking
Act, 1992 representing the required ratio of 12% (2016: 12%) for Jamaican dollar cash reserves and 15% (2016 12%) for United States dollar
cash reserves of the banking subsidiany’s prescribed labilities. It is not available for investment, lending or other use by the Group or the banking
subsidiary.

Included in investment securiies for the Group is $10,570,440,000 (2016: $11,669,562,000) and company $1,564,603,000 (2016
$1,653,278,000) which maturas within the next 12 months.
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6.  Investment Securities and Pledged Assets (Continued)
(b) Pledoed assots

Assals are pledged as collateral under repurchase agreements with customers and ather financial institutions and for sacurity ralating to
overdraft and other facilities with other financial institutions and the Bank of Jamaica.

Group
Assel Related Liability
2017 2016 2017 2016
£000 £'000 £'000 $'000
Total in the stalement of financial position (Mote Ba) 4,927 308 15,419,427 4,772 830 14,766,833

There were no pledged assels in relaticn to the company.

Of the assets pladged as security, the following represants the total for those assets pledged for which the transferes has the right by contract
or custom to sell or repledge the collateral.

Group
2017 2016
$'000 $'000
Pledged assets with right to sell or repledge 4,927 305 15,419,427
{c) Awvailable-for-sale securities
Group Coempany
2017 2016 2017 2016
£'000 £'000 $'000 $'000
AL January 39,196,927 32,862,241 6,761,609 8,217,231
Exchange differences (687,070) 1,802,804 (135,768) 267,141
Additions 8,068,721 6,462 944 1,138,110 36,802
Disposals (10,145,254) (2,401,725) (1,306,725) (233,155)
Met transier to equity 321,673 458,882 56,372 83,580
Al 31 December 38,754,997 39,195,148 8.513,508 6,761,609
Less nen-current portion {26,184,557)  (27,525,504) {4,948,9095) (5,108.331)
Current portion 10,570,440 11,669,552 1.564 603 1,653,278

The Group recognised net gains of $195,725,000 (2016: $65,396,000) and the company recognised net losses of $Mil (2016: $11,435,000) in
the income statement, baing reclassified from other compraheansive income on sala.

.......................................................................................................



