Lascel | es, deMercado & Co. Limted

Notes to the Group Financial Statenents

Sept enber 30, 2004

1. The conpany

The conpany is incorporated in Jamaica under the Conpanies Act and is domiciled in Jamaica. Its
ordinary and preference stock units are listed on the Jamai ca Stock Exchange.

The principal activities of the conpany are the provision of management services to its

subsidiaries (as listed in note 24) and the holding of investnments. The registered office

of the conpany is situated at 23 Dom nica Drive, Kingston 5, Jamaica, WI.

At Septenber 30, 2004, the conpany and its subsidiaries enployed 2,029 (2003: 2,038) persons.

2. Statement of conpliance, basis of preparation and significant accounting policies

(a) Statenent of conpliance:

The financial statements are prepared in accordance with International Financial Reporting
Standards (I FRS) and their interpretations adopted by the International Accounting Standards
Board (I ASB), and conply with the provisions of the Conpani es Act.

(b) Basis of preparation

The financial statements are presented in Jamaica dollars ($), which is the currency
in which the conpany conducts the majority of its operations.



The financial statements are prepared under the historical cost convention, nodified for
the inclusion of:

- available-for-sale investnments at fair value; and
- certain classes of property, plant and equi pnrent at deenmed cost on the IFRS transition
date of Cctober 1, 2001.

Wher e necessary, prior year conparatives have been reclassified to conformto current year
presentati on.

The preparation of the financial statements to conformto |IFRS requires managenent to maeke
estimates and assunptions that affect the reported anmount of assets and liabilities, contingent
assets and contingent liabilities at the bal ance sheet date, and the income and expense for

the year then ended. Actual anounts could differ fromthese esti mates.

Basi s of consolidation:

A "subsidiary" is an enterprise controlled by the conpany. Control exists when the
conpany has the power, directly or indirectly, to govern the financial and operating
policies of an enterprise so as to obtain benefits fromits activities. The consolidated
financial statements conprise the financial results of the conpany and its subsidiaries
prepared to Septenber 30, 2004. The principal operating subsidiary conpanies are listed
in note 24. The conmpany and its subsidiaries are collectively referred to as "the group”
Non-r edeemabl e preference shares held by third parties in the conpany's subsidiaries are
reported in the financial statements as debt.

An associ ated conpany is an enterprise in which the group has significant influence,

but not control, over its financial and operating policies. Interest in an associated
conmpany is accounted for on the equity basis, based on the results disclosed inits

| atest avail able audited financial statements adjusted for significant events, if any,
occurring between the |ast audited bal ance sheet date and Septenber 30, 2004. \When the
group's share of | osses exceeds its carrying value in respect of the associ ated conpany,
the carrying anount is reduced to nil, and recognition of further |osses is discontinued
except to the extent that the group has incurred obligations in respect of the associated
conpany.

I ntra-group bal ances and transactions, and any unrealised gains arising fromintra-group
transactions are elinmnated in preparing the consolidated financial statenents but the



(d)

(e)

(f)

(9)

anount attributable to minority interests in subsidiaries is recognised.

The excess of net assets over cost of subsidiaries acquired is recognised as goodw ||
[see note n(i)].

Cash and cash equi val ents:

Cash and cash equi val ents conprise cash and bank bal ances, and i nclude short-term deposits
and ot her nmonetary investnments with maturities rangi ng between one and twel ve nonths from
t he bal ance sheet date.

Bank overdrafts, repayable on demand and forming an integral part of the group's cash
management activities, are included as a conponent of cash and cash equivalents for the
pur pose of the statement of cash fl ows.

Account s receivabl e:

Trade and other receivables are stated at cost |ess inpairnent |osses.

I nventori es:

Inventories are valued at the |lower of cost, deternmi ned consistently on the same bases,
and net realisable value. In the case of manufactured inventories, net realisable value
is the estimated selling price in the ordinary course of business, |ess the estimted
costs of conpletion and selling expenses. Cost includes an appropriate share of overheads

based on nornml operating capacity.

The bases are as foll ows:

Rum and ot her liquors and notor vehicle spare parts - First-1n; First-CQut

Raw and packagi ng materi al - First-1n; First-Qut

Mol asses - Wei ght ed aver age cost
Estate supplies - Wei ght ed average cost
Mot or vehicle units - Specific identification

Bi ol ogi cal assets:

Bi ol ogi cal assets materially conprise sugar cane cultivation expenses, which will be



(h)

(i)

(i)

(k)

()

written off against the crop to which they relate. The balance is stated at cost |ess
i mpai rment | osses nmeasured by reference to estimted crop proceeds less cultivation
reapi ng, harvesting and transportati on expenses to the point of sale.

Account s payabl e:
Trade and ot her payables, are stated at cost.
Provi si ons:

A provision is recognised in the bal ance sheet when the conpany and its subsidiaries
have a | egal or constructive obligation as a result of a past event, and it is

probabl e that an outfl ow of econom c benefits will be required to settle the obligation
If the effect is material, provisions are determ ned by discounting the expected future
cash flows at a pre-tax rate that reflects current market assessnents of the tine

val ue of noney and, where appropriate, the risks specific to the obligation

| nsurance funds:

Underwriting results, including gross witten prem uns of the general insurance
subsi di ari es, are accounted for in conpliance with the recommendati ons and practices
of the Jamai can insurance industry, and conply with the provisions of the Insurance
Act 2001.

In determ ning underwiting results, clains provisions are conputed by a qualified

i ndependent actuary appoi nted by the insurance subsidiaries' nanagenent. The appoi nted
actuary's report outlines the scope of the valuations, the actuary's opinion, and it
is utilised by the auditors in carrying out their work.

Rel ated parties:

Entities subject to the sanme ultimate control or significant influence as the conpany
are referred to in the financial statements as 'related parties'.

Enmpl oyee benefits:

Enmpl oyee benefits conprising pensions and other post-enploynent assets and obligations
i ncluded in these financial statements have been actuarially determ ned by a qualified



i ndependent actuary, appointed by managenent. The appoi nted actuary's report outlines

the scope of the valuation and the actuary's opinion. The actuarial valuations were
conducted in accordance with I AS 19, and the financial statements reflect the group's

post - enpl oyment benefits assets and obligations as conputed by the actuary. In carrying

out their audit, the auditors make use of the work of the actuary and the actuary's report.

(i) Pension assets:

The conpany and its subsidiaries are participating enployers in various trusteed
pensi on schenmes, the assets of which are held separately fromthose of the group
The adoption of I AS 19 does not affect the pension schenmes, which continue to be
governed by the approved trust deeds and rules, and remain under the full contro
of the appointed trustees.

bl igations for contributions to defined contribution pension schenes are recogni sed
as an expense in the incone statenent as incurred.

The group's net obligation in respect of defined benefit pension schemes is cal cul ated
by estimting the anpunt of future benefit that enployees have earned in return for
their service in the current and prior periods; that value is discounted to determ ne
t he present value, and the fair value of any scheme assets is deducted. To the extent
that the obligation is less than the fair value of schenme assets, the asset recognised
is restricted to the discounted val ue of future benefits available to the group. The
di scount rate applied is the yield at bal ance sheet date on | ong-term gover nnent

i nstruments that have maturity dates approximating the terns of the group's obligation
The calculation is perforned using the projected unit credit method.

(ii) Oher post-retirement benefits:

The group provides post-retirenent health care benefits, which are not entitlenments, to
certain of its retirees. These benefits are usually conditional upon the enpl oyee
remaining in service up to retirenment age and the conpletion of a mnimum service period.
The expected costs of these benefits are accrued over the period of enploynment, using a
nmet hodol ogy similar to that for defined benefit pension plans and the present val ue of
future benefits at the bal ance sheet date is shown as an obligation on the bal ance sheet.

In calculating the group's constructive obligation in respect of post-retirenment
benefits, to the extent that any cumul ative unrecogni sed gain or |oss exceeds 10% of



the present value of the benefit obligation, that portion is recognised in the incone
statement over the expected average remai ning working |ives of the enpl oyees affected,
otherwi se, the actuarial gain or loss is not recognised.

(iii) Oher enployee benefits:

Enmpl oyee entitlenents to | eave are recogni sed when they accrue to enpl oyees. A provision
is made for the estimated liability for vacation | eave, as a result of services rendered
by enpl oyees up to the bal ance sheet date.

(m Investnents:

Avail abl e-for-sale investnents are stated at fair value, except where fair val ue cannot be
reliably determ ned, in which case they are stated at cost, with any novenents in fair val ue
included in equity revaluation reserve. Wiere the conpany and its subsidiaries acquire
securities on the primary market, they are classified as originated | oans and receivabl e,
and are neasured at anortised cost |less inpairnment |osses.

The fair value of available-for-sale investnents is based on their quoted market bid price
at the bal ance sheet date. Where a quoted market price is not available, fair value is
estimated using di scounted cash fl ow techni ques.

Avai |l abl e-for-sale investnents are recogni sed or derecognised by the conpany and its
subsidiaries on the date they commt to purchase or sell the investnents.

Hel d-to-maturity investnments are stated at anortised cost. Other investnments are recogni sed or
derecogni sed on the day they are transferred to/by the conpany and its subsidiaries.

(n) Intangible assets:

(i) Goodwill:
Goodwi I | arising on an acquisition represents the excess of the cost of the acquisition
over the fair value of the net identifiable tangible assets acquired. Goodwill is stated
at cost less accunul ated anortisation and inpairnment |osses. Goodwill initially

recogni sed is subject to adjustnment within one year after the date of acquisition, as
estimated fair val ue booked at that date, may materially vary fromrealisation experience.



(ii) Trademarks:

Trademar ks represent expenditure incurred for the acquisition of trademarks, primarily for
liquor products, and are stated at cost |ess accunul ated anortisation and inpairnent |osses.
Expenses relating to internally devel oped trademarks, including registration and subsequent
renewal expenses, are charged to the inconme statenent as and when these are incurred.

(iii) Anortisation:

Anortisation is charged to the incone statenent on a straight-line basis over the estimated
useful lives of intangible assets. The estimated useful lives for goodwi |l and trademarks
are 20 years and 10 years, respectively.

(o) Taxati on:

Taxation on the profit or loss for the year conprises current and deferred tax. Taxation is
recogni sed in the income statenent, except to the extent that it relates to itens recognised
directly to equity, in which case it is recognised in equity.

Current tax is the expected tax payable on the incone for the year, using tax rates enacted
at the bal ance sheet date, and any adjustnent to tax payable in respect of previous years.

Deferred tax is conmputed using the bal ance sheet liability method, providing for tenporary
di fferences between the carrying amobunts of assets and liabilities for financial reporting
pur poses and the ampunts used for taxation purposes. The ampbunt of deferred tax provided is
based on the expected manner of realisation or settlenent of the carrying anmount of assets
and liabilities, using tax rates enacted at the bal ance sheet date.

A deferred tax liability is recognised for all taxable tenmporary differences associated with
i nvestments in subsidiaries, branches and associates and interests in joint ventures, except
to the extent that the conmpany and its subsidiaries are able to control the timng of the
reversal of the tenmporary difference and it is probable that the tenporary difference wll
not reverse in the foreseeable future.

A deferred tax asset is recognised only to the extent that it is probable that future taxable
profits will be avail abl e agai nst which the asset can be utilised. Deferred tax assets are
reduced to the extent that it is no |onger probable that the related tax benefit will be realised.



(p) Property, plant & equipment:

(i)

(i)

(iii)

Owned assets:

Itens of property, plant & equipnment are stated at cost or deemed cost [see notes 2(b)],

| ess accumul at ed depreciation and inpairnment |osses. The cost of self-constructed assets
i ncludes the cost of materials, direct tabour and related costs to put the asset into service.
Leased assets:

Lease arrangenents through which the conpany and its subsidiaries assume substantially al
the risks and rewards of ownership are classified as finance |eases. Plant and equi pment
acqui red by way of finance lease is stated at an amount equal to the lower of its fair

val ue and the present value of the minimum | ease paynments at inception of the | ease, |ess
accunul at ed depreci ation and inpairnment |osses.

Depreci ati on:

Depreciation is conmputed on the straight-line basis at annual rates estimted to wite off
the property, plant & equi pnent over their expected useful lives.

No depreciation is charged on freehold [ and or construction in progress.

Depreciation rates are as fol |l ows:

Freehol d bui |l di ngs - 2.50%
Machi nery, equi prrent and vehicl es - 5-33 1/ 3%
Conmput ers and rel ated software - 100% except for mmjor conputerisation

projects depreciated at 33 1/ 3%

Depreciation rates applied to | eased assets are consistent with simlar owned assets,
except where there is no reasonable certainty that the | essee will obtain ownership by
the end of the lease term in which case the asset is depreciated at the shorter of the
| ease termor its useful life.

(g) Share capital



(r)

Preference share capital is classified as equity in accordance with the Conpanies Act. The
rel evant stock units are non-redeemabl e and have preferential voting rights.

Di vi dends are recognised in the period in which they are decl ared.

Long-termliabilities:

(i)

(i)

I nt erest-bearing borrow ngs:

I nterest-bearing borrowi ngs are recognised initially at cost. Subsequent to initia
recognition, interest-bearing borrowi ngs are stated at anortised cost, with any difference
bet ween cost and redenpti on val ue being recognised in the income statenent over the

period of the borrowing on an effective interest basis.

Fi nance | eases:

Arrangenments by which all the risks and rewards incident to ownership have been
transferred to the subsidiaries are treated as finance | eases. The fair value of the
asset is capitalised at the inception of the |ease and the corresponding obligation is
recorded. The interest portion of |ease instalnents is charged agai nst incone as and
when the instalnments fall due for paynent.

(s) Foreign currencies:

(i)

Forei gn currency transacti ons:

Transactions in foreign currencies are converted at the rates of exchange ruling at the
dates of those transactions. Mnetary assets and liabilities denomi nated in foreign
currencies at the balance sheet date are translated to Jamaica dollars at the rates of
exchange ruling on that date. Gains and | osses arising fromfluctuations in exchange
rates are recognised in the income statenent. Non-nonetary assets and liabilities

denomi nated in foreign currencies are stated at fair value and are translated to Janmica
dollars at foreign exchange rates ruling at the dates the val ues were determ ned.

For the purpose of the statenent of cash flows, all foreign currency gains and | osses
recogni sed in the inconme statenent are treated as cash itenms and included in cash flows
from operating or financing activities along with movements in the principal bal ances.



(ii) Financial statements of foreign subsidiaries:

The reporting currencies of the foreign subsidiaries (see note 24) are also the currencies

in which their econom c decisions are formnmul ated, For the purpose of the financial statenents,
revenues, expenses, gains and | osses have been translated at the average exchange rates
prevailing during the year under review, assets and liabilities have been transl ated at
exchange rates ruling at the bal ance sheet date and net stockhol ders' equity has been

transl ated at historical exchange rates.

Unreal i sed gains and | osses arising on translation of net stockholders' equity in foreign
subsidiaries are recognised directly to equity on the group bal ance sheet and added or
deducted to reflect the underlying group cash flows fromoperating activities in the
group statenent of cash flows.

(t) Revenue recognition:

Revenue fromthe sale of goods is recognised in the inconme statement when the significant risks
and rewards of ownership have been transferred to the buyer. No revenue is recognised if there
are significant uncertainties regarding recovery of the consideration due or material associ ated
costs on the possible return of goods.

The proceeds fromthe sale of the sugarcane crop of the group's estates are recognised in
accordance with the accounting practices of the Janmmican sugar industry. Revenue relating

to the current crop of cane is estinmated based on the |atest available prices and any
differences arising on final settlenment are consistently accounted for in subsequent periods.

Underwriting results including gross witten prem uns of the general insurance subsidiaries
are accounted for in conpliance with the recommendati ons and practices of the Jamaican
i nsurance industry and the provisions of the Insurance Act.

Interest and other investnment income are recognized by the "General |nsurance"” segment on the
accrual basis, except when collectibility is considered doubtful

Di vidend incone is recognized in the incone statement on the date of declaration

(u) Expenses:



(i) Net finance costs:

Net finance costs conprise interest payable on borrow ngs cal cul ated using the effective
interest rate nmethod, interest receivable on funds invested, material bank charges and
forei gn exchange gains and | osses recognised in the incone statenent.

Interest income is recognised in the income statenent as it accrues, taking into account
the effective yield on the asset.

The interest expense conponent of finance |ease paynments is recognised in the incone
statement using the effective interest rate method.

(ii) Operating | ease paynments

Paynments made under operating | eases are recognised in the incone statement on a straight-
line basis over the termof the |ease.

(v) Ilnpairnment:

(i) The carrying anounts of the conpany's and its subsidiaries' assets are reviewed at
each bal ance sheet date to determ ne whether there is any indication of inpairment.
If any such indication exists, the asset's recoverable amount is estimted at each
bal ance sheet date. An inpairment |oss is recogni sed whenever the carrying anount of
an asset or its cash-generating unit exceeds its recoverable anount. |npairment |osses
are recognised in the incone statenent.

The recoverabl e ambunt of the conpany's and its subsidiaries' receivables is calculated as
the present val ue of expected future cash flows, discounted at the original effective
interest rate inherent in the asset. Receivables with a short duration are not di scounted.

The recoverabl e anount of other assets is the greater of their net selling price and
value in use. In assessing value in use, the estimated ftiture, cash flows are discounted
to their present value using a pre-tax discount rate that reflects current market
assessnments of the tinme value of noney and the risks specific to the asset. For an asset
that does not generate largely independent cash inflows, the recoverable amount is
deternmined for the cash-generating unit to which the asset bel ongs.

(ii) Reversals of inpairment:



An inpairment loss in respect of receivables is reversed if the subsequent increase in
recover abl e anount can be rel ated objectively to an event occurring after the inpairment

| oss was recogni sed. An inmpairnment loss in respect of goodwill is not reversed unless the
| oss was caused by a specific external event of an exceptional nature that is not expected
to recur, and the increase in recoverable amount relates clearly to the reversal of the
effect of that specific event. For all other assets, an inpairnment loss is reversed if
there has been a change in the estinmate used to determ ne the recoverabl e anount.

An inpairment loss is reversed only to the extent that the asset's carrying anount does
not exceed the carrying amount that woul d have been determ ned, net of depreciation or
anortisation, if no inpairment |oss had been recognised.

(w) Determnation of profit and | oss:

Profit is determined as the difference between the revenues fromthe goods and services rendered
and the costs and other charges incurred during the year. Profits on transactions are taken

in the year in which they are realised. A transaction is realised at the nonment of delivery.
Losses are taken in the year in which they are realised or determ nable.

(x) Segnment reporting:

A segnment is a distinguishable conponent of the group that is engaged either in providing
products (business segment), or in providing products within a particular econom c environnent
(geographi cal segnent), which is subject to risks and rewards that are different fromthose of
ot her segnents.

Segnent information is presented in respect of the group's business and geographi cal segnents.
The primary format, business segments, is based on the group's managenent and interna
reporting structure.

Inter-segnent pricing is determned on an arm s | ength basis.

Segnent results, assets and liabilities include itens directly attributable to a segnent as
well as those that can be allocated on a reasonable basis. Segnent capital expenditure is the
total cost incurred during the period to acquire segnent assets that are expected to be used
for nore than one period.



The activities of the group are organised into the followi ng prinmary segnents:

(i) Liquor, rums, wi nes and sugar: This includes cane cultivation, sugar manufacturing,
di stillation, blending, bottling, distribution and export of alcohol, runs, w nes and ot her
i quor based products.

(ii) General nerchandise: This includes the manufacture, the whol esale and retai
mer chandi si ng of provisions, househol d goods and el ectronic tel ephone cards, and the
manuf acture and distribution of pharnmaceutical preparations and plastic consumabl es.

(iii) General insurance: This conprises the underwiting of property, casualty and other
general insurance risks and the holding of investnents.

(iv) Investnments: This primarily conprises the hol ding of investnents.

(v) Transportation and other: This includes aircraft handling, distribution of notor vehicles
and spares, servicing and repair of notor vehicles.

The busi ness segnents are managed on a worl dwi de basis, and are classified geographically
as Jammi ca and "Overseas".

(y) Financial instrunents:

A financial instrunment is any contract that gives rise to a financial asset of one enterprise and a
financial liability or equity instrunment of another enterprise. For the purpose of these financia
statements, financial assets have been determned to include cash and cash equival ents, accounts
recei vabl e, | oans and other receivables, related party receivables and investnents. Sinmlarly,
financial liabilities include accounts payable, short and | ong-term borrow ngs excl uding

obl i gati ons under finance | eases, and related party payabl es.

(z) Determination of fair value:

Fair val ue ampbunts represent estimates of the arms |l ength consideration that would be currently
agreed between know edgeable, willing parties who are under no conpulsion to act and is best

evi denced by a quoted market price, if one exists. Sone financial instrunents |ack an avail abl e
tradi ng market. These instruments have been val ued using present value or other valuation

techni ques and the fair value shown may not necessarily be indicative of the amobunts realisable in
an imredi ate settlenment of the instrunents.



3. Cash and cash equival ents

These include bank deposits of the group in the amount of $Nil (2003: US$10, 000,000 and
J$98,943,000) held to secure certain group indebtedness as described in notes 7 and 16.

4. Accounts receivable

The Conpany The G oup
2004 2003 2004 2003
$' 000s $' 000s $' 000s $' 000s
Trade accounts receivable 473 473 2,138,520 1,733,480
I nvest ment incone receivable - 74,263 92, 346 172,874
Prepaynent s - 158 87,218 62,727
Ot her receivabl es and advances 109 152 218, 313 347, 925
582 75, 046 2,536,397 2,317,006
Less: Al |l owances for doubtful debts (473) (473) (99, 475) (54, 100)
109 74,573 2,436,922 2,262,906
5. Inventories
The G oup
2004 2003
$' 000s $' 000s
I n-bond rum and ot her |iquors 2,245,078 1, 693, 927
Duty-paid liquors and other finished goods held for sale 662,512 714,821
Raw and packagi ng materials 514,573 507, 779
Mol asses 119, 843 83,526
Estate supplies 137, 190 89, 775
Mot or vehicle units and spare parts 344,777 334, 535

4,023, 973 3,424, 363

6. Biological assets



The G oup

2004 2003
$' 000s $' 000s
| mmat ur e sugarcane, at cost 195, 080 171, 941
Less: Inpairnment | osses recogni sed (47,590) (18, 232)
147, 490 153, 709
7. Bank | oans and overdrafts
The G oup
2004 2003
$' 000s $' 000s
Bank | oans:
Fully secured 98, 751 561, 155
Partly secured 150, 000 150, 000
248, 751 711, 155
Bank overdraft - partly secured 121, 357 341, 316

370, 108 1,052,471

Security, for specified short-term bank i ndebtedness of the group, has been furnished in the
form of negative pledges given by the conpany, and bank deposits aggregating $Ni | (2003:

US$ 10, 000, 000 and J$98, 943, 000) and investnents with fair value of $Ni| (2003: $109, 902, 000)
[see al so notes 3 and 12].

Bank | oans and overdrafts include net foreign currency indebtedness aggregati ng approxi mately
US$566, 500 (2003: US$1, 940, 000).

8. O her unsecured | oans

These include |oans fromrel ated parties aggregati ng $126, 499, 000 (2003: $123,717,355) for
the group, contracted strictly at armis length in the ordinary course of business.



9. Accounts payabl e and provisions

The Conpany The G oup
2004 2003 2004 2003
$' 000s $' 000s $' 000s $' 000s
Trade accounts payabl e 149 151 1,341,287 1,435,000
Cust oner deposits - - 23,542 32,618
O her payabl es and provisions 826 3,944 650, 915 408, 111
975 4095 2,015,744 1,875,729
10. Insurance funds
The G oup
2004 2003
$' 000s $' 000s
(a) Reinsurance recoverabl e:
Cl ains recoverable fromreinsurers 249, 968 285, 439
Unear ned rei nsurance premuns (ii) 512, 651 217,422
762,619 502, 861
The Group
2004 2003
$' 000s $' 000s
(b) Insurance liabilities:
Qutstanding clainms (i) 1,462, 007 592, 422
Unear ned premuns (ii) 709, 319 857,718

2,171, 326 1, 450, 140

(i) Qutstanding clainms relate to incidents occurring prior to the balance sheet date
but not settled at that date.

(ii) These are accounted for in periods for which risks have been underwitten.



11. Enpl oyee benefits

(a) Pension assets:

The Conpany The Group

2004 2003 2004 2003

$' 000s $' 000s $' 000s $' 000s
Present val ue of funded obligations (1,773,000) (1,307,900) (1,934,800) (1,441,500)
Fair value of plan assets 4,977,900 3,414, 000 5, 295, 900 3,628, 200
Unr ecogni sed actuarial gains (1, 623, 800) (186,900) (1, 684,900) (184, 000)
Unr ecogni sed anmount due to limtation (423,500) (1, 166, 800) (445, 000) (1, 206, 000)
Unrecogni sed past service costs 4,700 5, 000 4,700 5, 000
Recogni sed asset 1, 162, 300 757, 400 1, 235, 900 801, 700

(i) Plan assets include ordinary shares issued by the conpany with a fair value of $355, 044, 000
(2003: $132,855,000). Plan assets also include investments in assets |eased under
operating | ease arrangenents with a fair value of $245,377,000 (2003: operating and
finance | ease arrangenents with fair value of $261, 706,000) and term | oans advanced
to the group in the aggregate amount of $39,803,000 (2003: $52, 396, 000).

(ii) Muvenents in the net asset recognised in the bal ance sheet:

The Conpany The Group

2004 2003 2004 2003

$' 000s $' 000s $' 000s $' 000s

Bal ance at begi nning of year 757, 400 711, 700 801, 700 744, 600

Contributions paid 42, 300 36, 600 50, 000 45, 900
Credit recognised in the

i ncome st at ement 362, 600 9,100 384, 200 11, 200

Bal ance at end of year 1, 162, 300 757, 400 1, 235, 900 801, 700

(iii) Credit recognised in the inconme statenent:



The Conpany The G oup

2004 2003 2004 2003

$' 000s $' 000s $' 000s $' 000s

Current service costs 32,500 33, 800 34, 600 34,700
I nterest on obligations 177, 300 145, 700 195, 100 158, 200
Actuari al gains recogni sed (24, 500) (395, 300) 24, 300 (361, 200)
Expected return on plan assets (376, 900) (245, 200) 400, 500 (264, 600)
Change in disall owed assets (171, 800) 413, 300 189, 900 383, 100
Post service costs - non-vested benefits 800 800 800 800
Post service costs - vested benefits - 37, 800 - 37, 800
(362, 600) (9, 100) (384, 200) (11, 200)

Actual return on plan assets 1, 539, 000 675, 900 1, 643, 000 678, 400

(iv) Principal actuarial assunptions at the bal ance sheet date (expressed as wei ghted averages):

2004 2003
Di scount rate 12. 5% 15. 0%
Expected return on plan assets 10. 0% 11. 0%
Future salary increases 8. 0% 9. 5%
Future pension increases 0- 6% 0- 6%
(b) Ot her post-retirenent benefits:

The G oup
2004 2003
$' 000s $' 000s
Present val ue of obligations 204, 200 170, 700
Unrecogni sed actuari al gains 34, 200 54,100
Recognised liability 238, 400 224, 800

(i) Movements in the net liability recognised in the bal ance sheet:

The G oup



2004 2003

$' 000s $' 000s
Bal ance at begi nning of year 224, 800 190, 100
Expense recognised in the income statenment 13, 600 34, 700
Bal ance at end of year 238, 400 224, 800
(ii) Expense recognised in the incone statenment:
The G oup
2004 2003
$' 000s $' 000s
Current service costs 7,600 11, 000
I nterest on obligations 6, 000 23, 700
13, 600 34,700

(iii) Principal actuarial assunptions at the balance sheet date (expressed as wei ghted averages):

2004 2003

Di scount rate 12. 5% 15. 0%

Medi cal cl ains growth 11. 0% 11. 0%

12. Investnents
The Conpan The G oup
2004 2003 2004 2003
$' 000s $' 000s $' 000s $' 000s
Avai | abl e-for-sal e:

Quot ed 2,456, 005 2,265, 796 3,246,489 2,710,773
Unquot ed at cost, |less inpairnment |osses 114 115 338, 453 379, 768
I nvestnent in associated conpani es - - 10, 110 8,431

Loans and deposits:
Urban renewal programre - - 2,000 -



Bui | di ng soci ety deposits - - 20, 100 19,473

Originated securities:
Gover nment of Janmmica securities - 1, 006, 879 447, 550

2,456,119 2,265,911 4,624,031 3,565,995

These include investments of the group in the amount of $NiI (2003: $109, 902,000 for the company and
the group), held to secure group indebtedness as described in note 7.

At Septenber 30, 2004 and 2003, certain subsidiaries held equity capital in the foll ow ng conpanies,
i ncorporated in Jamaica:

Conpany Hol ding Main activity Latest audited results
Jamai ca Joint Venture |nvestnent

Conpany Limted 33. 3% I nvest nent Decenber 31, 2003
West | ndies @ ass Conpany

Limted 39. 7% Dor mant December 31, 2003

13. Intangi ble assets

This represents goodwi || conputed as the excess of cost over the fair value of net identifiable tangible
assets on acquisition of 100% of the ordinary shares of d obe Insurance Conpany of Jammica Limted
(formerly The Jamaica General Insurance Co. Ltd.) and tradenmarks as foll ows:

Goodwi | | Tradenar ks Tot al
$' 000s $' 000s $' 000s
At cost:
Bal ances at Septenber 30, 2003 and 2004 156, 273 14,110 170, 383
Anortisation:
Bal ances at Septenmber 30, 2003 2,510 4,737 7,247
Anortisation for the year 7,530 1,411 8,941
Bal ances at Septenber 30, 2004 10, 040 6, 148 16, 188

Adj ustnent to goodwi || 47, 804 - 47, 804




Carrying amunts:

Sept ember 30, 2004 98, 429 7,962 106, 391
Sept enber 30, 2003 153, 763 9,373 163, 136
14. Property, plant & equi pnent
(a) The Conpany:
Machi nery,
Freehol d Freehol d equi pnrent and
l and bui | di ngs vehi cl es Tot a
$' 000s $' 000s $' 000s $' 000s
At cost or deemed cost:
Sept ember 30, 2003 and 2004 4,213 1, 985 3,638 9, 836
Depreci ati on:
Sept ember 30, 2003 - 1, 569 3,638 5,207
Charge for the year - 42 - 42
Sept ember 30, 2004 - 1,611 3,638 5, 249
Net book val ues:
Sept ember 30, 2004 4,213 374 - 4,587
Sept ember 30, 2003 4,213 416 - 4,629
(b) The Group:
Machi nery,
equi pnrent  Construc-
Freehol d Freehol d and not or tion in
| and bui I di ngs vehi cl es pr ogress
$' 000s $' 000s $' 000s $' 000s
At cost or deemed cost:
Sept ember 30, 2003 105, 600 889, 560 3,660, 015 222,231
Addi tions - 23,035 280, 280 257, 846
Transfers and
recl assifications - 30, 341 166, 770 (197, 111)

Tot a
$' 000s

4,877,406
561, 161



Di sposal s - - (309, 773) (18, 821) (328, 594)
Sept ember 30, 2004 105, 600 942, 936 3, 797, 292 264, 145 5,109, 973

Depreci ati on:

Sept ember 30, 2003 - 158, 895 1, 383, 227 - 1,542,122
Charge for the year - 22,420 405, 857 428, 277
El i m nated on disposals - (193, 032) (193, 032)
Sept ember 30, 2004 - 181, 315 1, 596, 052 - 1,777, 367
Net book val ues:

Sept ember 30, 2004 105, 600 761, 621 2,201, 240 264, 145 3,332, 606
Sept ember 30, 2003 105, 600 730, 665 2,276,788 222,231 3,335, 284

(c) Machi nery, equiprment and notor vehicles for the group include | eased assets at a net book val ue
of $Ni|l (2003: $166, 341,000) [see note 16(f)].

(d) Certain itens of freehold | and and buil di ngs that had been revalued to fair value on or prior
to October 1, 2001, the date of transition to IFRS, are accounted for on the deemed cost basis
| ess appropriate depreciation. At Septenmber 30, 2004, net deened cost included in the financia
statenments aggregated $1,571, 000 (2003: $1,613,000) for the conmpany and $130, 588, 000 (2003:
$141, 489, 000) for the group.

15. Deferred tax
(a) Deferred tax assets:
Deferred tax assets are attributable mainly to the tax value of |osses carried forward by certain
subsi di ari es and are expected to be realised in the foreseeable future. Al nmovements in

tenporary differences are recognised in the incone statenent.

Deferred tax assets aggregating $206 mllion (2003: $581 nillion) have not been recognised in
respect of tax | osses of certain subsidiaries.

(b) Deferred tax liabilities:



Al

16.

Deferred tax liabilities are attributable to the foll ow ng:

(i) The Company

2004 2003

$' 000s $' 000s

Property, plant & equi prment 64 73
Tax val ue of | osses carry-forward 94 -
Enmpl oyee benefits 387, 433 252, 467
387,591 252, 540

I novements in tenporary differences are recognised in the income statement.

(ii) The Group
Bal ance at Recogni sed Recogni sed Bal ance at

Cctober 1 in inconme in equity Septenber 30

$' 000s $' 000s $' 000s $' 000s

Property, plant & equi pnent 455, 673 (24, 505) 506 431, 674
Accounts receivable 49,112 (22, 796) - 26, 316
Account s payabl e and provisions (16, 134) 10, 040 - (6,094)
Bi ol ogi cal assets - (15, 863) - (15, 863)
Tax value of loss carried forward (3,563) (15, 789) - (19, 352)
Fi nance | eases (42,591) 42,591 - -
Enmpl oyee benefits 191, 287 153, 683 - 344,970
O her (38) (481) - (519)
633, 746 126, 880 506 761, 132

At Septenmber 30, 2004, a deferred tax liability of approximately $1,767 mllion (2003: $1, 606
mllion) relating to investnment in certain subsidiaries and associ ated conpani es has not been
recogni sed, as the conpany controls, or significantly controls, whether any liability will be
i ncurred and managenent is satisfied that it will not be incurred in the foreseeable future.

Long-termliabilities

The Group
2004 2003
$' 000s $' 000s

(a) Bank | oans - 2005-2008 (2003: 2004-2006) 320, 906 356, 308



(b) Foreign currency denomi nated | oans

[ US$0.063 million (2003: US$0.3 mllion)] 3,896 16, 638

(c) Government of Jamaica | oans 2005-2006 (2003: 2004-2006) 4,667 15, 453
(d) Loan fromrelated party 39, 803 52, 396
(e) O her - 811
(f) Obligations under finance | eases - 193, 866
369, 272 635, 472

Less: Current maturities (106, 613) (192, 475)
262, 659 442,997

The long-termliabilities are unsecured and repayable in Jamaica dollars unless otherw se
di scl osed. They bear interest at market-determ ned rates which, during the year, ranged
from8.5-18% (2003: 8.5-18% . The liabilities are subject to the follow ng repaynent terns:

(a) The bank | oans are repayable in nonthly, quarterly or sem -annual instalnents. Bank | oans
in the anmount of $185, 390,000 (2003: $274,984,000) form part of subsidiaries' bank borrow ngs
covered by the arrangenents described in note 7. Bank loans in the anmount of $135,516, 000
(2003: $81, 324,000) are fully secured on the assets financed.

(b) The foreign currency denoninated | oans are materially repayable by January 2007 and incl ude
US$63, 000 (2003: US$99, 000) which is part of the bank borrowi ng arrangements described in
note 7.

(c) The Governnent of Jamaica |oans are part of a programme of support for the sugar industry.
These are repayable over three crop years, after a noratoriumof one crop year, out of future
sugar cane sales by the group's estates. These | oans are guaranteed by the parent conpany.

(d) These | oans are repayabl e on demand. The | ender has undertaken not to make any calls within
twel ve nmont hs of the bal ance sheet date.

(e) These loans were fully repaid during the year

(f) During the year, the group settled all its finance | ease obligations, recognised a gain of
$22, 480, 000, and replaced these with operating | ease arrangenents [see notes 14(c) and 26(b)].

17. Share capita
2004 2003



Aut hori sed i n shares,

96, 000, 000 Ordinary units of 20c each
10, 000 6% Non-redeemabl e cunul ative preference units of $20 each
50, 000 15% Non-r edeemabl e cunul ati ve preference units of $20 each

St ockhol ders are entitled to one vote for
preference unit.

on the par value of their stockhol dings.

18. Reserves

Capital reserve
Unrealised translation reserve
Equi ty reval uation reserve

19. Operating revenue

This conprises primary incone arisi

I nsurance prem um underwiting
Sal e of goods and rel ated services

I nvest nent s

Less: Consunption taxes

i ssued and fully paid in stock units:

every 1,600 ordinary units,
The hol ders of ordinary units are entitled to receive dividends as decl ared
fromtime to time and hol ders of cunulative preference units receive a cumul ative dividend

The Conpany The Group
2004 2003 2004 2003
$' 000s $' 000s $' 000s $' 000s
844, 756 569, 761 2,236,435 1,887,709
- - 1,173,204 980, 520
2,453, 104 2,262, 896 3,098,562 2,623,413
3, 297, 860 2,832, 657 6, 508,201 5, 491, 642
The G oup
2004 2003
$' 000s $' 000s
ng from
1,118,582 953, 755
16, 856,257 12, 669, 886
517, 807 376, 630
18,492,646 14,000, 271

(2,483, 338) (1,616,679)

16, 009, 308

12, 383,592

$' 000s $' 000s
19, 200 19, 200
200 200
1, 000 1, 000
20, 400 20, 400
and one vote for each



20. Disclosure of (incone)/expenses

(a)

(b)

Net finance costs:

21. Taxation

The Group
2004 2003
$' 000s $' 000s
I nterest expense:
Long termliabilities 12, 051 60, 251
Bank | oans and overdrafts 55, 278 58, 382
Fi nance | eases 11, 536 33,081
O her related parties 410 27,541
O her third parties 169, 847 202, 583
I nterest incone:
Bank deposits (13, 185) (4, 850)
O her related parties - (6, 850)
Bank char ges 24,103 19,478
(Gain)/loss on exchange, net (26, 265) 133, 254
Ot her investment income (including third-party interest) (174, 703) (224, 063)
59, 072 298, 807
Profit before taxation is stated after charging:
The Group
2004 2003
$' 000s $' 000s
Depreci ation 428, 277 404, 558
Anortisation and ot her inpairnment |osses 8,941 9,539
Directors' enolunments:
Fees 1 1
Management renuneration 15, 365 14, 569
Audit fees
Conpany and its Janmmi can subsidiaries 22,225 19, 703
Overseas subsidiaries 9, 168 6, 581
Staff costs 1, 898, 806 1, 659, 083
2004 2003



$' 000s $' 000s

Current tax expense:

I nconme tax 194, 067 76, 787
Prior year's (over)/under provision (17,537) 10
176, 530 76, 797

Def erred taxation:
Origination and reversal of tenporary differences, net 120, 571 97,728
297, 101 174, 525

(a) Reconciliation of effective tax rate:

2004 2003
$' 000s $' 000s
Profit before taxation 1, 806, 827 1,117,049
Conmput ed "expected" tax expense @33 1/3% 602, 276 372, 350
Di fference between profit for financia
statenments and tax reporting purposes on
Tax | osses brought forward utilised (127, 413) (13, 822)
Losses in subsidiaries with no tax charge 8, 497 9, 863
Net profits in overseas subsidiaries with |ower tax rate (83, 494) (49, 213)
Tax-free dividend i nconme (168, 087) (99, 863)
Tax-free capital gain (26, 022) -
Tax-free interest incone (15, 178) (34, 887)
Fi nance | eases 41, 601 (57,937)
Exchange | osses di sal | owed 25, 457 34, 852
Prior year's (over)/under provision (17, 537) 10
Di sal | owed expenses and ot her capital adjustnents 57,001 13,172
Actual tax expense 297,101 174,525

(b) At Septenber 30, 2004, taxation |osses of subsidiaries, subject to agreenent by the
Commi ssi oner, Taxpayer Audit and Assessnent Departnent, available for offset against
future profits of those subsidiaries, anmounted to approximately $745 nillion
(2003: $967 million). O this amount, $171 million (2003: $249 nmillion) of farm |l osses



and i nvestrment all owances can only be utilised in respect of future profits arising
fromfarmng and sugar manufacturing activities. Al taxation |osses can be carried
forward indefinitely.

(c) Unappropriated profits of the group include profits from subsidiary conpani es
approved farm ng operations avail able for distribution free of tax to Jamai can
st ockhol ders, aggregating approxi mately $87, 851, 000 (2003: $87, 851, 000).
22. Earnings per ordinary stock unit
The cal cul ati on of earnings per ordinary stock unit (EPS) is based on the net profit
attributable to nmenbers, less fixed preference dividends, and the 96,000,000 fully
pai d ordinary stock units of 20c each in issue.
23. Dividends and distributions

Di vidends and distributions paid, gross, are as foll ows:

The Conpany

2004 2003

$' 000s $' 000s

Ordinary stock units @2c per stock unit 1,920 1,920
O dinary stock units @$1. 00 per stock unit 96, 000 -
6% cunul ative preference stock units 12 12
15% cumul ati ve preference stock units 150 150
98, 082 2,082

The distribution for 2004 to ordi nary stockhol ders was decl ared payabl e out of
accurmul ated franked incone and is therefore, relieved of taxation to stockhol ders.

24. Subsidiaries

(a) The principal operating subsidiaries, in which the conpany holds equity
capital, are



Conpany

Ajas Limted

C. P. Stephenson Linmted

G obe | nsurance Conpany of

the West Indies Limted, and
its wholly-owned subsidiary,
GWN Limted

G obe Holdings Limted and its
whol | y- owned subsi di ari es, d obe
I nsurance Conpany of Janmmica Limted
and Twi ckenham | nsurance Conpany

John Crook Limted and its wholly-owned

subsi di ari es, John Crook (Montego Bay)
Limted and Suntours Car Hire Limted

Lascel | es Merchandi se Limted
and its subsidiaries Lascelles
Laboratories Limted and West
I ndies Metal Products Limted
Tradewel | Limted

Transportation Agencies Limted

Turks Islands Inmporters Linmted

Hol di ng

100%

100%

100%

100%

100%

100%

100%

100%

100%

Main activities

Handl i ng of passenger and cargo
operations for internationa
airlines.

Hol di ng of investnents.

General insurance underwiters;
hol di ng of investnents.

General insurance underwiters;
hol di ng of investnents.

Hol di ng of investnents;
distribution of notor vehicles
and spares; servicing and repair
of notor vehicles.

Di stribution of food, l|iquor and
ot her consunmer suppli es;

manuf acture and distribution of
pharmaceuti cal preparations,

ot her personal care products, and
agricultural chemnicals and hol di ng
of investnents, respectively.

Hol di ng of investnents.
General sal es agents of
i nternational airlines.

Whol esal e and retai



and its wholly-owned subsidiary, mer chandi si ng of
Tinmco Limted provi si ons and househol d
goods; hol di ng of investnents.

Way & Nephew Group Limted 100% See note (b).
and its whol |l y-owned subsidiaries

(b) The main activities of the Way & Nephew Group of conpanies are the cultivation of
sugar cane; manufacture of sugar; distillation, blending, bottling, distribution
and export of alcohol, rum w nes and other |iquor based products; tours in the
hospitality industry; distribution of notor vehicles and spares; servicing and
repair of notor vehicles; and the manufacture of plastic consumables.

The princi pal operating subsidiaries of Way & Nephew Group Limted, all of which
are whol |l y-owned, are:

Conpany Conpany

J. Way & Nephew Limted Edwi n Charley (Jammica) Limted
New Yarmouth Limted CICO Linmted

Newt on Cane Farns Limted J. Way & Nephew (International)
Henri ques Brothers Limted Limted

Sterling Motors Limted The Rum Conpany (I nternational)
Cars & Comrercials Limted Limted

Ki ngston Industrial Garage Limted Way & Nephew (Canada) Limted
The Rum Conpany (Jarmmica) Limted J. Way & Nephew (U. K. ) Limted
Estate Industries Limted Rum Conpany ( New Zeal and)

Pl astic Containers Linited Limted

Dani el Finzi & Co (Suc) Limted J. Way y Sobrino de Costa Rica, S. A

(c) Except as noted, all subsidiaries are wholly-owned and are incorporated and resident
in Jamai ca. The subsidiaries incorporated and resi dent outside Jamaica are:

Conmpany Territory of incorporation
CICO Linited The Bahanes
G obe Holdings Linmted St. Lucia

J. Way & Nephew (International) Limted Cayman | sl ands



J. Way & Nephew (U. K. ) Limted Engl and

J. Way y Sobrino de Costa Rica, S A Costa Rica

Rum Conpany (New Zeal and) Limted New Zeal and

The Rum Conpany (International) Limted Cayman | sl ands

Tinco Limted Turks and Cai cos | sl ands
Turks Islands Inporters Limted Turks and Cai cos |slands
Twi ckenham | nsurance Conpany Cayman | sl ands

Way & Nephew (Canada) Limted Canada

(d) There were no material changes in the group during the year, except as described bel ow

(i) On Septenmber 19, 2003, the sharehol ders of Federated Pharnmaceutical Conpany Linmited
approved the sale of its business, including its assets and liabilities, to Lascelles
Mer chandi se Limted, effective October 1, 2003, and commenced vol untary w ndi ng up
proceedi ngs. Formal |iquidation proceedings were substantially conpleted during the
year.

(ii) On August 13, 2004, G obe Holdings Linmted acquired all of the issued capital of
Twi ckenham | nsurance Conpany, a conpany incorporated in the Cayman | sl ands.

Segnent results

(i) Business segnents:

2004
Li quor, runms, Cener al Cener al Transportation
Wi nes & sugar nerchandi se insurance |nvestmnent & other Elimnation Tot a
$' 000s $' 000s $' 000s $' 000s $' 000s $' 000s $' 000s
Revenue:
Ext er nal 9,130,121 3,670, 374 1,118,582 517, 807 1,572,424
I nt er nal - 28, 550 349, 647 - 29,051
Total revenue 9,130, 121 3,698, 924 1, 468, 229 517, 807 1, 601, 475 (407, 248) 16, 009, 308

Segnent results 905, 531 (19,070) 48, 377 931, 693 (632) 1, 865, 899



Segnment assets 9, 815, 204 1,419, 900

Unal | ocat ed assets

Segment liabilities 2,422,030 695, 765

Unal | ocated liabilities

O her segnent itens:

Additions to property,
pl ant and equi prment 289, 816 152, 727

Depr eci ati on,
anortisation and
i mpai r ment 316, 670 58, 935

O her non-cash itens 92,994 43, 478

The results of the investnments segnment in 2004 incl ude
$404, 900, 000.

(i)

4,206, 730 3, 801, 408

a credit to enployee benefits assets of

Transportation

| nvest nent El i m nation

1,461, 129

Li quor, runms, Cener al Cenera
Wi nes & sugar nerchandi se insurance
$' 000s $' 000s $' 000s
Revenue:
Ext er nal 7,624,662 1,967, 416 953, 755
I nt er nal - 26,417 252, 378
Total revenue 7,624, 662 1, 993, 833 1, 206, 133

Segnent results 735, 460 57, 659 300, 346

1, 565, 507

(383,173) 12, 383,592

19, 847, 419

238, 261

20, 085, 680

5, 801, 467

847, 581

6, 649, 048



3,269,906 3,623, 225

1, 753, 785 230, 223

754, 442

Segnment assets 9, 064, 281 1, 029, 318
Unal | ocat ed assets
Segnment liabilities 3,112,236 433, 615
Unal | ocated liabilities
Ot her segnent itens:

Addi tions to property,

pl ant and equi pnent 650, 764 144, 054
Depr eci ati on,

anortisation and

i mpai r nent 315, 660 41, 430
O her non-cash itens 770, 606 80, 692
(ii) Geographical segnents:
Janmai ca
2004 2003
$' 000s $' 000s

Revenue from externa

custoners 12, 509, 624 9,451, 910
Segnment assets 17,520,798 15, 474, 095
Addi tions to property,

pl ant, and

equi pnment 553, 204 906, 492

Over seas
2003
$' 000s

2004
$' 000s

3,499,684 2,931, 682
2,326,621 2,267,077

7,957 36, 244

Tot a
2004
$' 000s

2003
$' 000s

16, 009, 308 12, 383, 592
19,847,419 17,741,172

561, 161 942,743

26. Commitnments and contingencies

(a) Capital commitnents:

At Septenber 30, 2004,

for capital

expendi ture by various subsidiaries,

17,741,172
175, 544

17,916, 716

approxi mately $465 mllion (2003: $303 million) had been authorised
of which $195 mllion (2003: $258 mllion)



had been conmitted, for which no provision has been nmade in these financial statenents.
(b) Lease commitnments:

At Sept ember 30, 2004, there was a non-cancel |l abl e operating |l ease conmtnment to a rel ated
party in respect of an office building for a fifteen-year period termnating in 2012 at an
aggregat e annual sum of $11,347,000. In addition, there were operating | eases for a
twel ve- mont h period whi ch cormenced on Cctober 1, 2003, primarily for notor vehicles, with
a related party at an estimated rental of $74,368,000. Expected future paynents for the
year endi ng Septenber 30, 2005 aggregated approxinmately $87, 496, 000.

(c) Contingent liabilities:
The conpany guarantees the bank | oans, overdrafts and long-termliabilities of all its
subsi diari es. At Septenber 30, 2004, the indebtedness covered by these guarantees
aggregat ed approxi mately $271, 425, 000 (2003: $344, 629, 000).
27. Financial instrunents
(a) Financial instrument risk:
Exposure to various types of financial instrument risks arises in the ordinary course of

the group's business. Derivative financial instruments are not materially used to reduce
exposure to fluctuations in interest and foreign exchange rates.

(i) Credit risk:

Credit risk is the risk that one party to a financial instrunent will fail to discharge
an obligation and cause the other party to incur a financial |oss.

The group generally does not require collateral in respect of non-cash financial assets.
The group has credit policies and processes in place to mnimse exposure to credit risk
i ncluding the performance of credit evaluations on all custoners requiring credit. Cash
and cash equivalents are placed with substantial counter-parties who are believed to
have m nimal risk of default.

At Septenber 30, 2004, there was no significant concentration of credit risk



(ii) Interest rate risk

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

The group seeks to contract long-termliabilities at fixed interest rates for the
duration of the |oans. Bank overdrafts, short-term|oans and other fixed terml oans
are also subject to interest rates which are fixed in advance but which nay be
varied by appropriate notice by the tender

At Septenber 30, 2004, financial liabilities subject to interest aggregated
approximately $1,376 mllion (2003: $2,147 mllion).

Interest-bearing financial assets mainly conprise certain receivables, nonetary
i nstruments, bank deposits and other short-terminvestnents, which have been
contracted at fixed interest rates for the duration of their terns. At Septenber
30, 2004, financial assets subject to interest aggregated $3,667 mllion

(2003: $3,523 million).

(iii) Foreign currency risk:

Foreign currency risk is the risk that the value of a financial instrument wll
fluctuate due to changes in foreign exchange rates.

The group incurs foreign currency risk primarily on purchases and borrow ngs
that are denominated in a currency other than the Jamaica dollar. Such exposures
conprise the nonetary assets and liabilities of the group that are not

denom nated in that currency. The main foreign currency risks of the group are
denom nated in United States dollars (US$), which is the principal intervening
currency for the company and its Jamai can subsi diari es.

The conpany and its subsidiaries jointly manage forei gn exchange exposure hy
mai nt ai ni ng adequate liquid resources in appropriate currencies and by managi ng
the timng of paynents on foreign currency liabilities.

At Septenber 30, 2004, net foreign currency assets aggregated approximtely
US$46, 853, 000 (2001 US$33, 366, 000) .



(iv)

(v)

(vi)

Exchange rates for the US dollar, in ternms of Janmica dollars, were as follows:

At Septenber 30, 2003: $59.71
At Sept enmber 30, 2004: $61.89
At Decenber 28, 2004:

Mar ket ri sk:

Market risk is the risk that the value of a financial instrument will fluctuate
as a result of changes in market prices whether those changes are caused by
factors specific to the individual security or its issuer or factors affecting
all securities traded in the market. The group's significant exposure to market
risk relates to the holding of quoted investnments which are reflected in the
financial statenents at fair value. Unrealised changes in market value of these
i nvestments are recognised in equity revaluation reserve. These investnents

are nonitored as part of the group's short and long terminvestnment portfolio
and risks are managed through geographic and industry diversification.

Liquidity risk:

Liquidity risk, also referred to as funding risk, is the risk that the group

wi Il encounter difficulty in raising funds to nmeet commtnents associated with
financial instrunents. Liquidity risk may result froman inability to sell a
financial asset quickly at, or close to, its fair value. Prudent liquidity risk
managenent inplies maintaining sufficient cash and marketabl e securities, and

the availability of funding through an adequate anpunt of conmmitted credit
facilities. The group manages liquidity risk by maintaining adequate amunts

of liquid financial assets of appropriate terns and currencies, and by maintaining
conmmitted financing to neet all contractual obligations and other recurring
paynments.

Cash flow risk:

Cash flowrisk is the risk that future cash flows associated with a nonetary
financial instrunent will fluctuate in amount. The group manages this risk through
budget ary nmeasures, ensuring, as far as possible, that fluctuations in cash flows
relating to nonetary financial assets and liabilities are matched, to mitigate



any significant adverse cash fl ows.

(b) Fair value disclosures:

The fair values of anmpunts disclosed as cash and cash equi val ents, accounts receivabl e,
short term borrow ngs, accounts payabl e and bal ances due to/fromrelated parties are
assuned to approximate to their carrying value, due to their short-termnature. Long-term
liabilities are carried at their contracted settlement value. Material investnments are
stated at fair value. Amounts due to/from subsidiaries are considered to approxi nate
their carrying value as they represent an ability to effect set-offs in future in the
amount s di scl osed.



