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1   Identification 
 
    Ciboney Group Limited ("the company") is incorporated in Jamaica and is  
    primarily a holding company. 
 
    "Group" refers to the company and its wholly-owned subsidiaries: 
      .  Ciboney Hotels Limited, owner of the land and building of the Ciboney 
         Radisson Resort except for eleven villas and the common land and  
         facilities, and its 84.2% subsidiary, Ciboney Proprietors Limited,  
         which owns and is responsible for the management and maintenance of  
         the common land and facilities of the Ciboney Radisson Resort. 
      .  Leisure Operators Limited, lessee of the Ciboney Radisson Resort. 
      .  Luxury Resorts International Ltd. and its wholly owned subsidiaries: 
         .  Radisson Ciboney All-Inclusive Resorts Ltd. 
         .  Country Inns by Luxury Resorts Ltd. 
         .  Club Ciboney Ltd. 
         .  L.R.I. Management Ltd. 
         Luxury Resorts International Ltd. and its subsidiaries are incorporated  
         in the Cayman Islands and are in the business of developing, owning,  
         leasing, franchising and managing resort properties. 
 
    The Group has an interest in two associated companies, Ciboney Hotel Developers 
    Limited, which is engaged principally in hotel development and leasing, and  



    owns the Sandals Ocho Rios Hotel; and Hospitality Inns of Jamaica Limited, 
    lessee of the Sandals Ocho Rios Hotel. 
 
    An associated company is one, other than a subsidiary, over which the group 
    exercises significant influence, including representation on the Board of 
    Directors, and in which it owns 20% or more of the issued equity capital. 
 
    A related party is one which controls or exercises significant influence  
    over or is controlled or significantly infuenced by the company in making  
    financial and operating decisions, or, along with the company, is subject to  
    common control or significant influence. 
 
    These financial statements are presented in Jamaican dollars. 
 
2   Significant Accounting Policies 
 
    (a)  Accounting convention: 
 
         The financial statements are prepared under the historical cost 
         convention, modified for the inclusion of certain fixed assets and  
         investments at valuation. 
 
    (b)  Consolidation: 
 
         The consolidated financial statements combine the financial position 
         and results of operations of the company and its subsidiaries (note 1)  
         made up to May 31, 1995, after eliminating intra-group balances, and the  
         group's share of the net assets and results of operations of associated  
         companies (note 1), also based on financial statements made up to May  
         31, 1995 and accounted for by the equity method. 
 
    (c)  Depreciation: 
 
         Fixed assets, except for land, on which no depreciation is provided, 
         and leasehold improvements, which are amortized over the lower of the  
         useful life and the term of the lease, are depreciated by the straight  
         line method, at annual rates estimated to write off the assets over  
         their expected useful lives.  The depreciation rates are as follows: 



            Buildings                                 2 1/2% 
            Leasehold improvements                    4% 
            Furniture, fixtures and equipment        10% 
            Motor Vehicles                           20%  
 
    (d)  Foreign currencies: 
 
         (  i)  Foreign currency balances outstanding at the balance sheet date 
                are translated at the rates of exchange ruling on that date.   
                The exchange rate for the United States dollar at the balance  
                sheet date was J$33.33.  Subsequent to the balance sheet date,  
                the Jamaican dollar was devalued against other major currencies;  
                at December 12, 1995 the weighted average exchange rate of the  
                Jamaican dollar for the United States dollar was J$39.57. 
 
         ( ii)  Transactions in foreign currencies are converted at the rates of 
                exchange ruling on the dates of those transactions. 
 
         (iii)  Gains and losses arising from fluctuations in exchange rates are  
                included in the profit and loss account, except that exchange  
                losses resulting from severe depreciation in the currency and  
                relating to liabilities arising directly on the recent acquisition  
                of fixed assets are included in the carrying value of the assets. 
 
    (e)  Surplus on revaluation of fixed assets: 
 
         To the extent that there is an unutilised balance of any surplus on 
         revaluation of depreciable fixed assets, an annual transfer of an  
         amount equal to the increased depreciation arising from such revalua- 
         tion is made from capital reserves to the profit and loss account. 
 
    (f)  Franchising rights: 
 
         The franchising rights (see note 7) are to be amortised over the 
         expected twenty year term of each subfranchise to be granted. 
 
    (g)  Project expenditure: 
 



         Project expenditure is accumulated during development.  Upon completion 
         or commissioning of each project the expenditure is appropriately  
         allocated.  Accumulated expenditure is kept under constant review by  
         the directors, should it become reasonably certain that a project will  
         not come to fruition, the expenditure will be written off in the period  
         in which such a determination is made. 
 
3   Accounts Receivable 
 
    Accounts receivable is stated after a provision for doubtful debts of J$Nil 
    (1994:J$Nil) for the company and J$2,676,341 (1994:J$3,146,285) for the 
    group. 
 
4   Demand loans 
 
    This represents the Jamaican dollar equivalent of two short-term loans: 
    ù   US$1,000,000 at 13.5% per annum, repayable January 1996 and secured on    
        specified villas of the group. 
 
    ù   US$3,200,000 at 13.75% per annum, repayable on demand and unsecured. 
 
 
5   Interest in associated companies 
   
                                             Company                      Group 
                                        1995         1994           1995        1994 
 
 
    Ordinary shares 
    - at cost                      1,047,000     1,047,000     1,047,000    1,047,000 
    - at valuation                18,020,405    18,020,405    18,020,405   18,020,405         
    Loans                             -          9,642,970        -         9,642,970       
    Group's share of  
    associated companies' 
    - retained earnings               -              -        33,824,212   20,178,048   
    - replacement reserve             -              -         5,923,204    9,595,497   
    - capital reserves                -              -       152,904,335  157,986,759 
    Current accounts              19,001,572    30,135,022    19,001,572   30,135,022 



 
                                J$38,068,977    58,845,397   230,720,728  246,605,701  
                                 
    The loans are unsecured, non-interest bearing and recoverable at par no  
    earlier than December 31, 2004, except under very restricted conditions. 
    Shares in one of the associated companies were revalued by the directors in 
    September 1992.  The surplus of $15,319,736 has been credited to capital  
    reserves. 
 
6   Interest in subsidiaries 
 
                                                           Company 
 
                                                  1995           1994 
 
    Ordinary shares, at cost                    5,023,300      4,990,000 
    Loans                                      11,845,000     11,845,000    
    Current accounts                          375,758,622    229,971,054       
     
                                            J$392,626,922    246,806,054  
 
    The loans are unsecured and non-interest bearing and repayable only upon the  
    winding up of the subsidiary. 
 
7   Franchising rights 
 
    The amount shown is the cost of acquiring the exclusive rights to develop  
    and franchise luxury resort properties as "Radisson Ciboney All Inclusive 
    Resorts" over a twenty year period and other properties as "Country Inns by 
    Luxury Resorts" over a six year period (see note 9). 
 
 
8   Fixed assets 
 
    Company:                               Furniture, 
                                 Motor    fixtures and   Leasehold 
                                vehicles   equipment     improvements   Total 
      



    Cost: 
    May 31, 1994                573,360    2,540,509      263,703     3,377,572 
    Additions                      -         661,330       -            661,330 
     
    May 31, 1995                573,360    3,201,839      263,703     4,038,902 
 
    Depreciation: 
    May 31, 1994                100,619      175,697       26,610       302,926 
    Charge for  
    the year                    115,082      285,099       26,610       426,791 
 
    May 31, 1995                215,701      460,796       53,220       729,717   
     
    Net book values: 
    May 31, 1995              J$357,659    2,741,043      210,483     3,309,185   
     
    May 31, 1994              J$472,741    2,364,812      237,093     3,074,646 
 
     
    Group:           Land                    Furniture,   Leasehold   Construc-  
                  buildings and   Motor      fixtures and  improve-    tion in 
                  infrastructure  vehicles   equipment       ments    progress      Total   
     
Cost/valuation:     
May 31, 1994      650,564,113   11,302,966    168,914,675   5,290,333  5,738,636   841,810,723 
Additions          34,137,611    1,420,134      4,203,428     338,936  1,047,115    41,147,224 
Disposals                -    ( 1,131,956)   (   763,335)        -          -    (  1,895,291)      
Revaluation 
adjustment      (  1,764,733)        -              -            -          -    (  1,764,733)    
Transfers             284,634        -          5,790,949        -   (6,075,583)         -  
 
May 31, 1995      683,221,625   11,591,144    178,145,717   5,629,269    710,168   879,297,923 
 
 
At cost           104,665,054   11,591,144     50,682,726   5,629,269    710,168   173,278,361     
At valuation      578,556,571         -       127,462,991        -          -      706,019,562        
                   
                  683,221,625   11,591,144    178,145,717   5,629,269    710,168   879,297,923    



                   
Depreciation 
May 31, 1994       24,906,686    3,700,784     42,710,434     335,223       -       71,653,127    
Charge for 
the year           10,664,291    2,410,397     17,990,214     232,978       -       31,297,880     
Eliminated on 
disposals                -     (   769,260)   (   259,269)        -         -     (  1,028,529)     
 
May 31, 1995       35,570,977    5,341,921     60,441,379     568,201       -      101,922,478       
Net book 
values: 
May 31, 1995    J$647,650,648    6,249,223    117,704,338   5,061,068    710,168   777,375,445 
 
May 31, 1994    J$625,657,427    7,602,182    126,204,241   4,955,110  5,738,636   770,157,596 
 
    Certain of the group's fixed assets were appraised on the fair market value 
    basis by the C D Alexander Company Realty Limited, Real Estate Brokers and 
    Appraisers, in May 1991. The Surplus arising on revaluation is included in 
    capital reserves (see note 11). The carrying value of fixed assets includes: 
 
    .  currency exchange losses capitalised in accordance with the policy 
       described in note 2(d) amounting to J$215,480,223 (1994:J$183,154,145); 
    .  an amount of $256,552,040 attributable to land. 
 
    There was a subsequent appraisal on the fair market value basis of the land,  
    buildings, fixtures, fittings, plant, machinery and equipment by David de  
    Lisser and Associates Limited, real estate dealers and appraisers, as at  
    January 21, 1992 at the amount of J$2,198,377,000 (US$66,617,500).  The  
    surplus on revaluation has not been brought to account in these financial  
    statements; if it had been brought to account, fixed assets and capital  
    reserves of the group would have increased by J$1,489,220,000. 
 
    As more fully described in note 12, the fixed assets of the group are among 
    assets charged to secure the group's borrowings. 
 
9   Project Expenditure 
 
    This is the cost to date of professional services for feasibility and other 



    research and planning activities in connection with the proposed development  
    and/or franchising of resort properties in specified Caribbean territories  
    (see note 7). 
 
10  Share Capital 
                                                      1995         1994 
    Authorized,issued and fully paid                                        
    546,000,000 (1994:268,000,000)                                          
    ordinary shares, par value $0.10              J$54,600,000   26,800,000 
     
    During the year resolutions were passed: 
 
    (a) increasing the authorised share capital of the company from J$26,800,000  
        to J$54,600,000 by the creation of 278,000,000 ordinary shares of $0.10  
        each to rank pari passu with the existing stock units of the company; 
 
    (b) authorising the directors to issue 10,000,000 of the newly created  
        ordinary shares as final settlement of the purchase consideration for a  
        portion of the Ciboney land. The shares were issued at a premium of  
        $0.8875 per share; 
 
    (c) authorising the directors to issue 268,000,000 ordinary shares, on the 
        basis of one 10c share for every one stock unit held, as bonus shares by 
        capitalisation of $26,800,000 of the share premium account (see note 11) 
 
11  Reserves 
     
    Company:                           Capital                          Revenue      
                         Share     Revaluation            Replacement   Retained 
                         premium      surplus     Other     reserve     earnings     Total 
 
Premium on 
issue of shares          8,875,000       -          -          -            -         8,875,000  
 
Capitalised for 
issue as bonus 
shares 
(see note 10)          (26,800,000)      -          -          -            -      (26,800,000)       



                         
Net profit for year           -          -          -          -       7,924,644      7,924,644 
 
Movement for year     (17,925,000)       -          -          -       7,924,644   (10,000,356)   
 
At beginning of year   292,761,230       -     4,239,145       -      34,357,095    331,357,470      
 
At end of year       J$274,836,230       -     4,239,145       -      42,281,739    321,357,114    
 
                                                          
    Group:                            Capital                                Revenue    
 
                          Share     Revaluation              Replacement     Retained 
                         premium      surplus        Other     reserve       earnings        Total 
 
Premium on 
issue of shares          8,875,000          -          -            -            -         8,875,000 
 
Reduction of  
surplus on  
revaluation                   -      (1,764,733)       -            -            -       (1,764,733) 
 
Reduction in 
replacement  
reserve                       -             -          -       (3,672,293)       -       (3,672,293)  
 
Transfer to 
profit and loss 
account of depre- 
ciation attributable 
to revaluation 
surplus                       -       7,528,551)       -            -        7,528,551          - 
 
Capitalised for 
issue as bonus  
shares 
(see note 10)         (26,800,000)          -                       -            -      (26,800,000) 
 



Net profit for year           -             -          -            -        2,747,195     2,747,195 
 
Movement for year      17,925,000)   (9,293,284)       -       (3,672,293)  10,275,746  (20,614,831) 
 
At beginning of year   292,761,230   224,081,299  279,372,951    9,595,470  60,139,405   865,950,355 
 
At end of year       J$274,836,230   214,788,015  279,372,951    5,923,177  70,415,151   845,335,524  
 
 
12  Long-term loans 
 
                                        Company                        Group          
                                 1995           1994            1995          1994 
 
    Loan 
    No. 1 [TDB]                    -              -          3,416,757      4,137,031 
    No. 2 [TDB]              33,817,700     33,469,750      33,817,700     33,469,750  
    No. 3 [NDB]                    -              -         17,681,041     21,180,811 
    No. 4 [CDC]                    -              -        215,775,749    209,697,360 
    No. 5 [DEXTRA]                 -        72,727,200            -        72,727,200 
    No. 6 [RADISSON                -              -         11,247,297           - 
 
                             33,817,700    106,196,950     281,938,544    341,212,152 
    Current portion        ( 6,763,540)           -      ( 70,615,062)   (48,498,572) 
 
                           J$27,054,160    106,196,950     211,323,482    292,713,580  
                        
    Note:    TDB       =   Trafalgar Development Bank Limited; 
             NDB       =   National Development Bank of Jamaica Limited; 
             NCB       =   National Commercial Bank Jamaica Limited; 
             CDC       =   Commonwealth Development Corporation; 
             DEXTRA    =   Dextra Bank & Trust Company Limited; 
             RADISSON  =   Radisson Hotels International. 
 
    Loan No. 1 is repayable by 16 equal semi-annual instalments which commenced  
    June 1992.  Interest rate is variable; at May 31, 1995 it was 32% per annum. 
  
    Loan No. 2, approximately the equivalent of US$1,000,000, is repayable in 10 



    semi-annual instalments of US$150,000 commencing September 30, 1996.  The loan 
    attracts interest at 12% per annum and is secured by a charge over certain  
    villas with a minimum value of $65,000,000 stamped to cover US$1,500,000 plus 
    interest thereon. 
 
    Loan No. 3. is repayable by 28 equal quarterly instalments which commenced June 
    1993.  Interest rate is fixed at 15% per annum on the local funds portion of  
    the loan and 16% per annum on the foreign currency portion.  $2,500,000 of the  
    local funds portion of the loan bears interest at 33%.  The loan was disbursed 
    and is repayable through "approved financial institutions".  The amount  
    repayable is the Jamaican dollar equivalent of the US$ borrowed at the rate  
    fixed at the dates of the disbursements. 
 
    Loan No. 4 is repayable by 17 equal semi-annual instalments which commenced 
    December 1993.  Interest rate is fixed at 11.5% per annum.  The loan is  
    repayable in Pounds Sterling, and the above balance represents the equivalent 
    of STG4,614,382. 
 
    Loan No. 5, approximately the equivalent of US$2,184,000, is repayable on  
    November 30, 1995, attracts interest at 6% over the New York prime rate and is 
    secured by a charge over specified villas.  Subsequent to the year end the terms 
    were amended to make the loan payable on demand. 
 
    Loan No. 6, the equivalent of US$335,626, is unsecured and is repayable from 
    July 1, 1995 in 24 monthly instalments of US$15,500 each, including interest at 
    10% per annum. 
 
    Loans Nos. 1 and 3 are secured by: 
 
    (  i)  debentures creating a specific charge over specified villa units to       
           different lenders; 
    ( ii)  legal assignment of all rentals receivable under leases of the  
           specified villa units owned by Ciboney Hotels Limited (CHL) to  
           Leisure Operators Limited; 
    (iii)  a specific charge by way of supplemental mortgage over specified  
           villas retained by CHL; and 
    ( iv)  the guarantee of the company. 
 



    The several securities are the subject of a security sharing agreement among  
    the consortia of lenders. 
 
    Loan No.4 is secured by: 
 
    (  i)  the unlimited guarantee of the company and a debenture over six lots, 
           including all buildings (i.e., the hotel/great house and villa units) 
           thereon, and including all plant, machinery and furniture and  
           fixtures therein; 
    ( ii)  a bill of sale supplemental to the debenture in the amount of  
           STG4,200,000 over furniture,fixtures and equipment contained in the  
           said buildings; and  
    (iii)  a mortgage supplemental to the debenture. 
 
13  Operating Revenue 
 
    The revenue of the group comprises mainly revenue from all-inclusive  
    packages, including amount received under the indemnity agreement [note 18  
    (d)]. 
 
14  Profit before income tax 
 
    The following are among the items which have been charged in arriving at the  
    profit before income tax: 
                                                                 Group 
 
                                                          1995           1994 
 
                                                           J$             J$ 
 
       Depreciation                                    31,297,880     27,450,178 
       Auditors' remuneration                           1,595,445      1,552,485 
       Directors' remuneration - fees                     129,000         60,000 
       Interest expense                                55,843,007     30,715,004 
       Licence fees to Radisson Hotels                                         
       International Inc.                              14,942,292     15,881,970 
 
 



15  Income tax 
 
    (a)  The underlying hotel properties have each been declared an "Approved 
         Hotel Enterprise" under the Hotels (Incentives) Act by virtue of which 
         profits derived from their operations are relieved of income tax.  In  
         the case of the Sandals Ocho Rios property the relief is for ten years, 
         commencing with year of assessment 1989, and in the case of the Ciboney 
         Radisson property the relief is for fifteen years, commencing with year  
         of assessment 1991. 
 
    (b)  The charge for income tax is computed at 33 1/3% of the profit for the 
         year, other than profits relieved as described in the preceding  
         paragraph, adjusted for income tax purposes, and is made up as follows: 
 
                                                                 Group 
 
                                                          1995           1994 
 
                  On group's income                           -              - 
                  Group's share of associated                                             
                  company's tax charge                    263,255        435,124 
 
                                                        J$263,255        435,124 
 
16  Profit after income tax 
 
                                                          1995           1994 
 
Dealt with in the financial statements of the :                                                                
    parent                                             (7,744,741)    24,140,845 
    subsidiaries                                      (13,954,232)   (20,482,578) 
    associated companies                               24,233,125     45,168,282 
                                                     J$ 2,534,152     48,826,549 
 
    Earnings per stock unit is calculated by dividing net profit of $2,534,152 
    (1994:$49,038,841), for the year, by 537,666,666 (1994: 268,000,000), the 
    weighted average number of stock units issued and outstanding during the 
    year.  The 1994 figure has been restated for the bonus issue in March 1995 



    of 268,000,000 stock units. 
 
18  Related parties 
 
    Services and advice for which remuneration has been paid by the company have 
    been provided to the company by certain related parties, as follows: 
  
    (a)  REC Resort Management Limited, a director of which is also a director 
         of the company, provides services to the company. 
    (b)  Ciboney Ocho Rios Limited, which is owned by two directors of the 
         company, has been engaged as manager of the Ciboney Radisson Resort. 
    (c)  Ciboney Investments Limited, which is owned by the majority of the 
         original promoters of the Ciboney Radisson Resort,has, under an  
         indemnity agreement dated June 1, 1992, guaranteed the payment by  
         Leisure Operators Limited to Ciboney Hotels Limited of the guaranteed  
         minimum lease rental for each of the three years ended May 31, 1994. 
    (d)  The company has issued an indemnity to an associated company  
         [Hospitality Inns of Jamaica Limited ('HIJ) (note 1)] and HIJ's parent, 
         Sandals Ocho Rios Limited ("Sandals"), such that where the annual lease 
         rental payable by HIJ for the hotel, which it has leased from Ciboney  
         Hotel Developers Limited and which is managed by Sandals, is less than  
         the guaranteed minimum rental, the company will make good the  
         deficiency.  There is no indemnity expense in the financial year under  
         review. 
 
 
During the year the following costs were incurred and income earned in  
transactions with related parties: 
 
                                           Company                  Group 
                                      1995         1994        1995           1994 
                                        
                                       J$           J$          J$             J$ 
    Project management and  
      related fees                      -            -           -          1,848,125  
    Marketing expenses                  -            -           -        138,774,781 
    Lease rental [note 18(d)]           -            -           -       (10,218,558) 
    Interest income              (13,085,417)        -    (25,502,559)   (72,187,911) 



    Management fees[note 18(b)]         -            -           -         26,640,000 
 
    The management fees for 1995 were waived. 
 
19  Employee retirement benefits 
     
    The group provides for retirement benefits for employees by its participa- 
    tion in a contribution-based pension scheme operated for all employees of  
    Ciboney Ocho Rios Limited and affiliated companies who have satisfied  
    minimum service requirements. 
 
    The scheme, which is subject to triennial actuarial valuations, is  
    administered by a life assurance company which also manages all its funds. 
 
    Benefits are determined by reference to employees' and employers'  
    contribution plus accumulated earnings. 
 
    The contributions were as follows: 
     
                                              1995            1994 
     
                Company                    J$172,274           95,487      
                 
                Group                      J$955,274          766,487  
                 
20  Contingency 
     
    The company is contingently liable on claims filed by resort guests.   
    Should such claims succeed, the maximum liability, after taking account of 
    payments by insurers, is approximately J$3,000,000. 
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