GRACE KENNEDY & COVMPANY LTD.

NOTES TO THE FI NANCI AL STATEMENTS
YEAR ENDED DECEMBER 31, 2004

1. Identification

Grace, Kennedy & Company Limted (the company) is a conpany limted by shares, incorporated and
domiciled in Jamaica. The registered office of the conpany is 73 Harbour Street, Kingston, Jamaica.

The conpany is a publicly listed conpany having its primary listing on the Jamaica Stock Exchange,
with further listings on the Barbados and Trini dad and Tobago Stock Exchanges.

The principal activities of the conpany, its subsidiaries and its associ ated conpanies (the G oup)
are as follows:

Food Tradi ng -
Mer chandi si ng of general goods and food products, both locally and internationally; processing and
distribution of dairy and neat products.

Retail and Trading -
Mer chandi si ng of agricultural. and pharmaceutical supplies, stationery, hardware and | unber;
institutional and airline catering; operation of a chain of supernarkets.

Fi nanci al Services -

General insurance and insurance brokerage; conmercial banking; investment managenent; |ease
and trade financing;, stock brokerage; pension managenent; property rental; rnutual fund
management .



Maritime -
Shi ppi ng agenci es and other maritime services.

I nformation -
Operation of noney transfer services; bill paynment services and international telecomrunications
servi ces.

These financial statements are presented in Janmaican dollars.
2. Significant Accounting Policies
(a) Basis of preparation

These financial statenents have been prepared in accordance with and conply with Internationa
Fi nanci al Reporting Standards (I FRS), and have been prepared under the historical cost convention
as nodified by the revaluation of certain fixed and financial assets.

The preparation of financial statements in conformity with | FRS requires nmanagenent to nake

estimates and assunptions that affect the reported ambunts of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the financial statenments and the reported amounts
of revenue and expenses during the reporting period. Although these estimates 'are based on
managenment's best know edge of current events and action, actual results could differ fromthose

esti mates.

(b) Basis of consolidation

Subsi diaries, which are those entities in which the Group has an interest of nmore than one half of
the voting rights or otherwi se has power to govern the financial and operating policies, are
consol i dat ed.

Subsi di aries are consolidated fromthe date on which control is transferred to the G oup and are no
| onger consolidated fromthe date that control ceases. The purchase nmethod of accounting is used

to account for the acquisition of subsidiaries. The cost of an acquisition is nmeasured as the fair
val ue of the assets given up, shares issued or liabilities undertaken at the date of acquisition
plus cost directly attributable to the acquisition. The excess of the cost over the fair val ue of
net assets acquired is recorded as goodwi | |.

I nt erconpany transactions, bal ances and unrealised gains on transactions between group



conpanies are elimnated; unrealised |osses are also elimnated unless cost cannot be recovered.
VWher e necessary, accounting policies of subsidiaries have been changed to ensure consistency with
the policies adopted by the G oup.

Al'l subsidiaries are wholly-owned unl ess ot herw se indicat ed.
The subsidiaries consolidated are as foll ows:

I ncor porated and Resident in Janmaica:
Al'lied I nsurance Brokers Limted
First G obal Bank Limted
First G obal Financial Services Linmted (formerly George & Branday Securities Linited)
First G obal Insurance Consultants Limted (formerly H Macaulay Oreft Insurance Linited)
G obal Capital Services Linmted
Grace Food Processors Limted
Grace Food Processors (Canning) Limted
Grace, Kennedy & Company (Shipping) Limted
Grace, Kennedy Currency Trading Services Limted
Grace Foods International Linited
Grace, Kennedy Logistics Limted
Grace, Kennedy Paynent Services Linited
Grace, Kennedy Remittance Services Limted
Grace, Kennedy Tel emarketing Linted
Hori zon Shipping Limted (formerly Hanburg-Sud Janai ca Limted)
Har dware and Lunber Limted (69.7% and its subsidiaries -
Agro-Grace Limted
H&L True Value Limited
H&L Agri and Marine Conpany Limted
Hole in the Wall Linmited
O fice Services Linted
Rapid & Sheffield Conpany Limted
VWherry Wharf Sal es Conpany Limted
H -Lo Food Stores (Jammica) Linmted
H. Macaulay Orett Limted
I nternational Conmunications Limted
I nternational Shipping Limted
Jamai ca International I|nsurance Conpany Limted
Medi - Grace Linited
Nati onal Processors Linmited



Port Services Limted (97.2%

Versair In-Flite Services Limted (51 9% and its subsidiary -
Industrial Catering Services Limted (51%

Worl d Brands Services Linted

I ncorporated and Resi dent outside of Janmica:
First dobal Insurance Agency Limted, Turks and Cai cos |slands
Grace Foods Limted, Bernuda
Grace Foods (USA) Inc., U S A
Grace, Kennedy (Belize) Linmted, Belize (66.6%
Grace, Kennedy (Ontario) Inc., Canada and its subsidiary -
Grace, Kennedy (Caribbean) Limted, Turks and Caicos I|slands
Grace, Kennedy (Guyana) Inc., Guyana
Grace, Kennedy Remittance Services (CGuyana) Linmted, Guyana
Grace, Kennedy Renmittance Services (Turks and Caicos) Limted, Turks and Caicos Islands
Grace, Kennedy Renmittance Services (USA) Inc., U S A
Grace, Kennedy Financial Services (USA) Inc., U S A
Grace, Kennedy (St. Lucia) Limted, St. Lucia
Grace, Kennedy (Trinidad & Tobago) Limted, Trinidad and Tobago and its subsidiary -
Grace, Kennedy Renittance Services
(Trinidad & Tobago) Limited, Trinidad and Tobago
Grace, Kennedy (U K ) Linmted, United Kingdom
Grace, Kennedy (U.S.A) Inc., US A
Grace, Kennedy Securities (USA) Inc., U S A
Grace, Kennedy Trade Finance Limted, Belize
Graken Hol dings Limted, Turks and Caicos Islands and its subsidiaries -
First dobal (Caynman) Limted, Caynan |slands
CGK Fund Managenent (Cayman) Linmted (formerly Grace, Kennedy Capital Services Linited),
Cayman | sl ands
Knutsford Re, Turks and Caicos |slands

(c) Associates
I nvestnents in associates are accounted for by the equity method of accounting. Under
this method the Group's share of the post-acquisition profits or |osses of associates

is recognised in the profit and | oss account and its share of post-acquisition novenents

in reserves is recognised in reserves. The cumrul ative post-acquisition novenents are

adj ust ed agai nst the cost of the investnent. Associates are entities over which the Group

general ly has between 20% and 50% of the voting rights, or over which the G oup has



significant influence, but which it does not control. When the Group's share of l[osses in
an associate equals or exceeds its interest in the associate, the G oup does not recogni se
further |osses, unless the G oup has incurred obligations or nade paynents on behal f of
t he associate. In the conpany bal ance sheet, investnent in associates is shown at cost.

The Group's associ ated conpani es are as fol |l ows:

Group' s percent age

i nterest

2004 2003
Acra Financial Services Inc. 30.0 30.0
Carib Star Shipping Limted 30.0 30.0
Chal | enge Enterprises Limted 50.0 50.0
CSCK Finance Holdings Limted 40.0 40.0
Dairy Industries (Jamaica) Limted 50.0 50.0
EC d obal | nsurance Conpany Limted 30.0 -
Fidelity Motors Limted 30.0 -
Fish Inmporters Limted 32. 7 32. 7
Ki ngston Wharves Linmited and its subsidiaries - 44. 0
Tel ecommuni cations Alliance Linited 49.0 -

Ef fective 21 January 2004, the Group disposed of its 44% shareholding in the Kingston Warves
Group. During the year, the G oup acquired 30% of the shareholding in EC d obal Insurance
Conpany Limted, a general insurance conpany incorporated in St. Lucia, 49% of the sharehol ding
in Tel ecommuni cations Alliance Linmted and increased its shareholding in Fidelity Mdtors Limted
from15%to 30% by the conversion of its preference shares, thus making it an associated conpany.

(d) Joint ventures
The Goup's interest in jointly controlled entities are accounted for by proportionate
consol i dati on. The Group conmbines its share of the joint ventures' individual income and
expenses, assets and Liabilities and cash flows on a line-by-line basis with simlar itens
in the Goup's financial statenents. The Group recogni ses the portion of gains or |osses on
the sale of assets by the Group to the joint venture that is attributable to the other venturers.
The Group does not recognise its share of profits or |losses fromthe joint venture that result
fromthe purchase of assets by the Goup fromthe joint venture until it resells the assets
to an independent party. However, if a |loss on the transaction provides evidence of a reduction



in the net realisable value of current assets or an inpairment |oss, the loss is recognised
i medi ately.

(e) Foreign currency translation
(i) Foreign currency transactions are translated into the neasurenment currency using the
exchange rates prevailing at the dates of the transactions. Foreign exchange gai ns and
| osses resulting fromthe settlenent of such transactions and fromthe transl ation of
nonetary assets and liabilities denominated in foreign currencies are recognised in the
profit and | oss account.

(ii) Assets and liabilities of foreign subsidiaries are translated into Janai can dollars at
year end rates and itens affecting the profit and | oss account are translated at average
rates. The resultant gains, as well as those arising fromtranslating the net equity
interest in foreign associ ated conpani es, are reflected in stockhol ders' equity as
transl ati on gai ns.

(f) Fixed assets
Al'l fixed assets are initially recorded at cost. Freehold | and and buil di ngs are subsequently
shown at market val uation based on biennial valuations by external independent valuers, |ess
subsequent depreciation of buildings. Al other fixed assets are carried at cost |ess
accurul at ed depreci ation.

Increases in carrying amounts arising on revaluation are credited to the capital reserve in
st ockhol ders' equity. Decreases that offset previous increases of the sane asset are charged
agai nst the capital reserve; all other decreases are charged to the profit and | oss account.

Depreciation is calculated on the straight line basis at such rates as will wite off the
carrying value of the assets over the period of their expected useful |ives. The expected
useful lives are as foll ows:

Freehol d buil di ngs and | easehol d buil di ngs and i nprovements 10-60 years
Pl ant, machinery, equiprment, furniture and fixtures 3-10 years
Vehi cl es 3-5 years

Land is not depreciated.

VWhere the carrying anount of an asset is greater than its estinmated recoverable anount, it is
written down imediately to its recoverabl e anmount.



Gai ns and | osses on disposal of fixed assets are determ ned by reference to their carrying
anount and are taken into account in determning profit. Wen reval ued assets are sold,
t he amounts included in capital and fair value reserves are transferred to retained earnings.

Repai rs and mai ntenance are charged to the profit and | oss account during the financia
period in which they are incurred. The cost of major renovations is included in the carrying
anount of the asset when it is probable that future econonic benefits in excess of the

originally assessed standard of performance of the existing asset will flowto the G oup.
Maj or renovations are depreci ated over the remaining useful life of the related asset.

(g) Goodwil |
Goodwi I | is recorded at cost and represents the excess of the value of consideration paid

over the net assets acquired. Anortisation is calculated on the straight line basis to
write off the carrying value over an estimated life of 5 years.

(h) Investnents
The Group classifies its investnents in debt and equity securities into the follow ng
categories: originated debts and avail abl e-for-sale. The classification is dependent on
t he purpose for which the investnents were acquired. Managenent determ nes the classification
of its investments at the tine of the purchase and re-eval uates such designation on a regul ar
basi s. Purchases and sales of investnents are recognised on the trade date, which is the date
that the Group commts to purchase or sell the asset. Cost of purchase includes transaction
costs.

Loans and advances which are provided directly to a borrower, and Government or other securities
whi ch are purchased directly fromthe issuer, are classified as originated debts. These include
bonds and treasury bills, demand | oans, and demand and term deposits. They are initially recorded
at cost, which is the cash given to originate the debt including any transaction costs, and are
subsequent|ly measured at anortised cost using the effective yield nethod.

I nvestnents intended to be held for an indefinite period of time, which nay be sold in response
to needs for liquidity or changes in interest rates, are classified as avail able-for-sale, and
are included in non-current assets unless managenent has the express intention of holding the

i nvestment for less than 12 nonths fromthe bal ance sheet date or unless they will need to be
sold to raise operating capital, in which case they are included in current assets. Avail abl e-
for-sale investnments are subsequently carried at fair val ue.



Unreal i sed gains and | osses arising fromchanges in the fair value of securities classified as
avail abl e-for-sale are recognised in equity. Wen securities classified as avail able-for-sale
are sold or inmpaired, the accunul ated fair value adjustnents are included in the profit and

| oss account as gains and | osses frominvestment securities.

The determ nation of the fair value of financial instrunents is detailed in Note 34.

(i) I'nvestnents in subsidiaries
I nvestnents in subsidiaries are stated at cost.

(j) I'npairnent of long lived assets
Fi xed assets and other non-current assets, including goodwill, are reviewed for inpairnent
| osses whenever events or changes in circunstances indicate that the carrying anount nmay
not be recoverable. An inmpairment loss is recognised for the amobunt by which the carrying
anmount of the asset exceeds its recoverable anount, which is the higher of an asset's net
selling price and value in use. For the purposes of assessing inmpairnment, assets are grouped
at the lowest levels for which there are separately identifiable cash flows.

(k) Loans receivable
Loans are recogni sed when cash is advanced to borrowers. They are initially recorded at cost,
which is the cash given to originate the |loan including any transaction costs and
subsequently measured at anortised cost using the effective yield nethod.

A provision for credit losses is established if there is objective evidence that a loan is
impaired. A loan is considered inpaired when managenment determines that it is probable that
all anpunts due according to the original contractual terns will not be collected. Wen a

| oan has been identified as inpaired, the carrying amount of the loan is reduced by
recording specific provisions for credit |losses to its estimated recoverabl e anpunt, which
is the present value of expected future cash flows including amounts recoverable from
guarantees and col |l ateral, discounted at the original effective interest rate of the |oan

The provision for credit |osses also covers situations where there is objective evidence
that probable | osses are present in conponents of the |oan portfolio at the bal ance sheet
date. These have been estinated based upon historical patterns of |osses in each conponent,
the credit ratings allocated to the borrowers and reflecting the current economc clinmate
in which the borrowers operate.



()

For non-perform ng and inpaired | oans the accrual of interest income based on the origina
terms of the loan is discontinued. The Bank of Jammica regulations require that interest

on non-perform ng | oans be taken into account on the cash basis. |IFRS requires the increase
in the present value of inpaired | oans due to the passage of tine to be reported as interest
i ncone. The difference between the Janmai can regul atory basis and | FRS was assessed to be

i mmateri al .

Wite-offs are made when all or part of a |loan is deemed uncollectible or in the case of
debt forgiveness. Wite-offs are charged agai nst previously established provisions for
credit | osses and reduce the principal amunt of a | oan. Recoveries in part or in full of
anounts previously witten-off are credited to credit |oss expense in the profit and | oss
account .

Statutory and other regulatory | oan |oss reserve requirenents that exceed these anounts
are dealt with in a non-distributable | oan | oss reserve as an appropriation of retained
ear ni ngs.

I ncone taxes
Taxation expense in the profit and | oss account conprises current and deferred tax charges.

Current tax charges are based on taxable profit for the year, which differs fromthe
profit before tax reported because it excludes itenms that are taxable or deductible in
ot her years, and itens that are never taxable or deductible. The Goup's liability for
current tax is calculated at tax rates that have been enacted at bal ance sheet date.

Deferred tax is the tax expected to be paid or recovered on differences between the
carrying amounts of assets and liabilities and the correspondi ng tax bases. Deferred
income tax is provided in full, using the liability method, on tenporary differences
ari sing between the tax bases of assets and liabilities and their carrying amunts in
the financial statements. Currently enacted tax rates are used in the determ nation of
deferred income tax.

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

Deferred incone tax is provided on tenporary differences arising on investments in
subsi di ari es, except where the timng of the reversal of the tenporary difference can be
controlled and it is probable that the tenporary difference will not reverse in the



foreseeable future

Deferred tax is charged or credited in the profit and | oss account, except where it
relates to itens charged or credited to equity, in which case, deferred tax is also
dealt with in equity.

(m Enpl oyee benefits

(i)

(i)

(iii)

Pensi on pl an assets

The Group operates a defined benefit plan. The scheme is generally funded through
payments to a trustee-adm nistered fund as deternmi ned by periodic actuaria

cal cul ations. A defined benefit plan is a pension plan that defines an anount of
pensi on benefit to be provided, usually as a function of one or nore factors such
as age, years of service or conpensation

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 bal ance sheet date
and the fair value of plan assets, together with adjustnents for actuarial gains/losses
and past service costs. The defined benefit obligation is calculated annually by

i ndependent actuaries using the projected unit credit method. The present val ue of

the defined benefit obligation is deternmined by the estimted future cash outfl ows
using interest rates of Governnment securities which have terns to maturity
approximating the terms of the related liability.

Actuarial gains and | osses arising from experience adjustnents, changes in actuaria
assunptions and anmendnents to pension plans are charged or credited to i ncome over
the average renmining service lives of the related enpl oyees.

Ot her post-retirenment obligations

Some Group conpani es provide post-retirement health care benefits, group life,
gratuity and supplenmentary plans to their retirees. The entitlenment to these benefits
is usually based on the enpl oyee remaining in service up to retirenment age and the
conpl etion of a mnimum service period. The expected costs of these benefits are
accrued over the period of enploynment, using an accounting nethodology simlar to
that for defined benefit pension plans. These obligations are valued annually by

i ndependent qualified actuari es.

Equity conpensation benefits
Share options are granted to managenent and key enpl oyees. Options are granted at the



(n)

(0)

(p)

mar ket price of the shares on the date of the grant and are exercisable at that price.
Options are exercisabl e begi nning one year fromthe date of grant and have a
contractual option termof six years. When the options are exercised, the proceeds
recei ved net of any transaction costs are credited to share capital (nom nal val ue)
and share premium The Group does not make a charge to staff costs in connection with
share options.

(iv) Termnation benefits

Term nation benefits are payabl e whenever an enpl oyee's enploynent is term nated
before the normal retirenment date or whenever an enpl oyee accepts voluntary redundancy
i n exchange for these benefits. The Group recognises term nation benefits when it

is denponstrably committed to either term nate the enpl oyment of current enpl oyees
according to a detailed formal plan wthout possibility of withdrawal or to provide
term nation benefits as a result of an offer made to encourage voluntary redundancy.
Benefits falling due nore than 12 nonths after bal ance sheet date are discounted to
present val ue.

I nventories

Inventories are stated at the lower of average cost and net realisable value. In the case
of the conpany, cost represents invoiced cost plus direct inventory-rel ated expenses. For
the subsidiaries, costs are determ ned by nmethods and bases appropriate to their
operations. The cost of finished goods and work in progress conprises raw materials,
direct labour, other direct costs and rel ated producti on overheads. Net realisable

value is the estimate of the selling price in the ordinary course of business, |ess

the costs of conpletion and selling expenses.

Trade and i nsurance receivabl es

Trade and insurance receivables are carried at original invoice amunt |ess provision
made for inpairnment of these receivables. A provision for inpairment of these

recei vables is established when there is objective evidence that the Group will not
be able to collect all amounts due according to the original ternms of receivables.
The anmpunt of the provision is the difference between the carrying anount and the
recoverabl e anount, being the present val ue of expected cash flows, discounted at

the market rate of interest for simlar borrowers.

Cash and cash equival ents
Cash and cash equivalents are carried in the bal ance sheet at cost. For the purposes
of the cash flow statenent, cash and cash equival ents conpri se cash on hand, deposits



(a)

(r)

(s)

(t)

(u)

held at call with banks, other short-termhighly liquid investrments with origina
maturities of three nmonths or |ess, and bank overdrafts. Bank overdrafts are

i ncluded within bank and short termloans in current liabilities on the

bal ance sheet.

Payabl es
Payabl es are recorded at cost.

I nsurance busi ness provisions

(i) Cdainms outstanding
Provision is nmade to cover the estimated cost of settling clainms arising out of
events whi ch have occurred by the bal ance sheet date, including clains incurred
but not reported, |less ampunts already paid in respect of these clains.
Provision for reported clains is based on individual case estimates.

(ii) Insurance reserves

Provision is nade for that proportion of premuns witten in respect of risks
to be borne subsequent to the year end, under contracts of insurance entered
into on or before the bal ance sheet date. Provision is also nade to cover the
estimated anmounts in excess of unearned prem unms required to nmeet future clains
and expenses on business in force.

Provi si ons

Provi si ons are recogni sed when the Group has a present |egal 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 estimte of the anmpunt

can be nade. Where the Group expects a provision to be reinbursed, for exanple under
an insurance contract, the reinbursement is recogni sed as a separate asset but

only when the reinbursenment is virtually certain

Deposits

Deposits are recognised initially at the nom nal anmount when funds are received.
Deposits are subsequently stated at anortised cost using the effective yield nmethod.
I nt erest payabl e on deposits is included i n payables.

Securities purchased/sold under resal e/ repurchase agreenents
The purchase and sale of securities under resale and repurchase agreenments are
treated as collateralised | ending and borrow ng transactions. The related interest



(v)

(w)

i ncome and expense are recorded on the accrual basis.

Bor r owi ngs

Bank | oans and overdrafts are recorded at proceeds received. Finance charges,

i ncluding direct issue costs are accounted for on an accrual basis in the profit
and | oss account using the effective yield nmethod and are added to the carrying
anmount of the loan to the extent that they are not settled in the period in which
they ari se.

Leases

(i) As |essee
Leases of fixed assets where the Group assunmes substantially all the benefits
and risks of ownership are classified as finance | eases. Finance |eases are
capitalised at the estimted present value of the underlying | ease paynents.
Each | ease paynent is allocated between the liability and finance charges so
as to achieve a constant rate on the finance bal ance outstandi ng. The
corresponding rental obligations, net of finance charges, are included in
finance | ease obligations. The interest elenent of the finance charge is
charged to the profit and | oss account over the |ease period. The fixed
asset acquired under finance |leasing contracts is depreciated over the usefu
life of the asset.

Leases of assets under which all the risks and benefits of ownership

are effectively retained by the I essor are classified as operating | eases.
Paynments made under operating | eases are charged to the profit and | oss
account on a straight-line basis over the period of the |ease.

VWhen an operating lease is term nated before the | ease period has expired,
any paynent required to be made to the | essor by way of penalty is
recogni sed as an expense in the period in which term nation takes pl ace.

(ii) As lessor

When assets are sold under a finance | ease, the present value of the

| ease paynents is recognised as a receivable. The difference between

the gross receivable and the present value of the receivable is recognised
as deferred profit. Lease incone is recogni sed over the termof the |ease
so as to reflect a constant periodic rate of return.



(x)

(y)

(2)

Revenue recognition

Revenues represent the invoice val ue of goods and services sold to externa
custoners of the Group, net of Ceneral Consunption Tax and ot her val ue added
taxes, and after deducting di scounts and al |l owances.

In the case of the general insurance subsidiary, Janmaica Internationa

I nsurance Conpany Linmited, revenues represent gross premuns billed. For those
subsi di ari es whose activity is the provision of financial and shipping services,
revenues represent conm ssions earned and charges for services rendered.

Sal es are recogni sed upon delivery of products and custoner acceptance or
performance of services. Premiumincome is recogni sed over the life of policies
witten. That portion of premiums witten in the current year, which relates

to coverage in subsequent years, is deferred.

Interest income and expense are recorded on the accrual basis. \Were collection
of interest incone is considered doubtful or payment is outstanding for nore
than 90 days, the banking regulations stipulate that interest should be taken
into account on the cash basis. IFRS requires that when | oans beconme doubtfu

of collection, they are witten down to their recoverabl e anbunts and interest
income is thereafter recogni sed based on the rate of interest that was used

to discount the future cash flows for the purpose of measuring the recoverable
anount. However such anounts under |FRS are considered to be i mmterial.

Fees and conmi ssions are recogni sed on an accrual basis, on conpletion of the
underlying service or transaction

Gains and losses arising fromdealing in foreign currencies are recogni sed when
realised and are shown net in the profit and | oss account.

Di vi dends
Di vi dends are recorded as a deduction from stockhol ders' equity in the period
in which they are approved.

Segnent reporting

Busi ness segnments provide products or services that are subject to risks and
returns that are different fromthose of other business segnents, and conprise
the Goup's five operating divisions. CGeographical segnents provide products or



(aa)

(ab)

services within a particular econonic environnent that are subject to risks and
returns that are different fromthose of conponents operating in other econom c
envi ronnent s.

Fi nanci al instrunments

Fi nanci al instruments carried on the bal ance sheet include cash and short term

i nvestments, long termreceivables, investnents, trade and interest receivables,
trade and interest payabl es, bank and short term | oans, securities sold under
agreenent to repurchase, deposits and long termliabilities. The particul ar
recogni tion nmet hods adopted are disclosed in the individual policy statenents
associated with each item The determi nation of the fair values of the Goup's
financial instruments as discussed in Note 34.

Conparative information
Where necessary, conparative figures have been reclassified to conformwith
changes in presentation in the current year

3. Fi xed Assets

Pl ant

Freehol d Leasehol d Equi pment Capita

Land and Buil di ngs and Fi xtures & Work in

Bui Il dings | nprovenents Vehicles Pr ogress Tot a

$' 000 $' 000 $' 000 $' 000 $' 000
G oup

Cost or Val uation
At 1 January 2004 621, 424 497, 319 2,697, 800 127, 349 3,943, 892
Addi tions 94, 169 31,411 318, 197 61, 334 505, 111
Reval uati on surpl us 36, 158 - - - 36, 158
Transfer from CWP 6, 566 96, 885 (103, 451) -
Di sposal s (20, 128) (18, 273) (307, 360) - (345,761)
At 31 Decenber 2004 738, 189 510, 457 2,805, 522 85, 232 4,139, 400
Accunul at ed Depreci ation
At 1 January 2004 11,776 234, 810 1, 531, 113 - 1,777,699
Charge for the year 15, 034 58, 839 367,112 - 440, 985
Reval uati on adj ust ment (15, 443) - - - (15, 443)
On di sposal s (1, 480) (16, 794) (221, 214) - (239, 488)




At 31 Decenber 2004 9, 887 276, 855 1,677,011 - 1,963, 753
Net Book Val ue

31 Decenber 2004 728, 302 233, 602 1,128,511 85,232 2,175, 647
31 Decenber 2003 609, 648 262, 509 1, 166, 687 127,349 2,166, 193
Pl ant

Freehol d Leasehol d Equi pnent Capi t al

Land and Buildings and Fixtures & Wrk in

Bui | di ngs | mprovenent s Vehi cl es Progress Tot a

$' 000 $' 000 $' 000 $' 000 $' 000
Conpany

Cost or Val uation
At 1 January 2004 15, 000 78, 369 349, 142 14, 141 456, 652
Addi ti ons - 9,219 16, 099 - 25, 318
Di sposal s - - (3,096) - (3,096)
At 31 Decenber 2004 15, 000 87,588 362, 145 14,141 478, 874
Accumul at ed Depreci ation
At 1 January 2004 550 40, 641 270, 428 - 311, 619
Charge for the year 275 7,150 35, 468 - 42,893
Reval uati on adj ust nment (825) - - - (825)
On di sposal s - - (2,287) - (2,287)
At 31 Decenber 2004 - 47,791 303, 609 - 351, 400
Net Book Val ue
31 Decenber 2004 15, 000 39, 797 58, 536 14,141 127,474
31 Decenber 2003 14, 450 37,728 78,714 14,141 145, 033

(a) The tabl es above include carrying val ues of $99, 627, 000 (2003 - $44, 666, 000) and $17, 341, 000
(2003 - $12,272,000) in respect of the Group and the conpany, respectively, representing assets
bei ng acquired under finance |eases.

(b) If land and buil dings were stated on the historical cost basis, the ampbunts would be as
foll ows:



G oup Conpany
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Cost 382, 766 294, 036 8,879 8,879
Accumul at ed depreci ati on 47,728 39, 631 2, 606 2,379
Net Book Val ue 335, 038 254, 405 6,273 6, 500

(c)
val uati ons were done on the basis of
of applicable deferred inconme taxes,

in stockhol ders' equity (Note 17).

The Group's |and and buil di ngs were | ast

reval ued during 2004 by
open mar ket value. The revalu
were credited to the capita

ndependent val uers. The
ation surpluses, net

and fair value reserves

4. Goodwi | |
G oup
2004 2003
$' 000 $' 000
At cost - beginning of the year 282, 005 53, 441
Arising fromthe acquisition of subsidiary - 203, 147
Arising from ot her business acquisitions 131, 557 25, 417
Reduction in goodwill arising fromacquisition of a subsidiary (13, 256) -
At cost - end of year 400, 306 282, 005
Less: Accunul ated anortisation (87, 555) (23, 152)
312,751 258, 853
5. Investnments in Associates
G oup Conpany
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
At begi nning of year 1, 614, 553 1, 555, 966 133, 558 109, 892
Share of results before tax 83, 065 110, 291 - -
Share of tax (Note 27) (27, 405) (43, 106) - -
Share of results after tax 55, 660 67,185 - -
Addi ti ons 69, 573 33,590 34,777 23, 666
| mpai r nent adj ust nent (702, 675) - - -
Di sposal s (608, 745) (72,762)
Movenment in other reserves (13, 850) (42,188) - -
At end of year 414,516 1,614, 553 95, 573 133, 558




6. lInvestnents
I nvest nents conpri se
G oup Conpany
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000

Originated debt -
Gover nmrent of Jammica securities 2,674, 360 2,358, 394 - -
Avai | abl e-for-sal e -

Quoted equities 35, 986 33, 385 129 130
Government of Janmaica securities 216, 224 432, 648 216, 224 432, 648
O her 20, 506 36, 770 917 917
272,716 502, 803 217, 270 433, 695
Subsi di ari es - - 1, 355, 818 1, 083, 688
Tot al 2,947,076 2,861, 197 1,573, 088 1,517, 383
7. Long Term Recei vabl es
G oup Conpany
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000

Fi nance | eases, |ess deferred profit 182, 616 179, 434 - -
Originated | oans and receivables -
Loans to subsidiaries - - 147, 410 144,210
Loans to associ ated conpani es 19, 428 18, 540 15, 500 15, 500

Loans to others 2,308, 970 1,174, 603 - 77,779
Ot her non-current receivabl es 24, 695 4,590 399 399
2,535, 709 1, 377, 167 163, 309 237, 888

Less: Due within 12 nont hs (789, 424) (840, 090) (1,774) (81,211)
1, 746, 285 537,077 161, 535 156, 677

All non-current receivables are due within 5 years fromthe bal ance sheet date.
Ef fective interest rates on receivables (current and non-current)

G oup Conpany



2004
Lease recei vabl es 17%
Loans to associ ates 11%
Loans to subsidiaries -
Loans to others 10- 26%

Fi nance | ease receivabl es

Gross receivables fromfinance | eases:

Not later than 1 year

Later than 1 year and not |later than 5 years
Later than 5 years

Unearned future finance incone on
finance | eases
Net investment in finance | eases

The net investnent in finance | eases
is anal ysed as foll ows:
Not later than 1 year
Later than 1 year and not |ater than 5 years
Later than 5 years

2003 2004 2003
16% - -
26% - -
- 10% 10%
11- 28% - -
G oup Conpany

2004 2003 2004 2003

$' 000 $' 000 $' 000 $' 000

103, 457 107, 138 - -

119, 641 103, 151 - -

- 7,360 - -

223,098 217, 649 - -

(40, 482) (38, 215) - -

182, 616 179, 434 - -

81, 531 86, 101 - -

101, 085 86, 267 - -

- 7,066 - -

182, 616 179, 434 - -

Tot a
8. Deferred |Incone Taxes

Deferred i ncone taxes are calculated in ful
using a principal tax rate of 33 1/3 %

on tenporary differences under

The movenent on the deferred i ncome tax account is as follows:

G oup
2004 2003

$' 000 $' 000

the liability method

Conpany
2004
$' 000

2003
$' 000



At begi nning of year (1,309,302) (1,106,095)  (937,574) (790, 811)

Acqui si tion of subsidiary (15, 249)

Profit and | oss account charge (Note 27) (92, 399) (241, 692) (105, 986) (161, 296)
Tax (charged)/credited to equity (100, 472) 53,734 (23, 563) 14,533
At end of year (1,502,173) (1,309,302) (1,067,123) (937,574)

The deferred tax charged/(credited) to equity during the year is as foll ows:

G oup Conpany
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Fair value reserves in stockhol ders' equity -
Land and bui |l di ngs 8, 909 (662) 275 -
Avail abl e-for-sale investnents 91, 563 (53,072) 23, 288 (14, 533)
100, 472 (53,734) 23,563 (14, 533)

Deferred incone tax assets are recognised for tax loss carry forwards to the extent that
realisation of the related tax benefit through future taxable profits is probable. Subject
to agreenent with the Taxpayer Audit and Assessnent Departnment, the Group has recogni sed
tax | osses of $197, 880,000 (2003 - $204,689,000) to carry forward indefinitely against
future taxable income. The Group al so has unrecogni sed tax | osses of $140, 199, 000

(2003 - $39, 715,000) in respect of a subsidiary.

Deferred income tax liabilities of $396,915,000 (2003 - $377,566,000) have not been
established for the withhol ding and other taxes that woul d be payable on the unremtted
earnings of certain subsidiaries, as such anobunts are permanently reinvested; such unremtted
earnings totalled $1, 190, 745, 000 (2003 - $1, 132,697, 000

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

G oup

Unrealised



Accel er at ed For ei gn
Tax Fair Val ue Exchange Pensi on
Deferred tax liabilities Depreci ation Gai ns Gai ns Pl an Assets O her Tot a
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000
At 1 January 2004 278,972 21,707 85, 404 1,299, 014 204, 905 1, 890, 002
(Credited)/charged to net profit (36,672) 28,134 (61, 888) 170, 758 17, 837 118, 169
Charged to equity 8, 909 86, 325 17 - - 95, 251
At 31 Decenber 2004 251, 209 136, 166 23,533 1,469,772 222,742 2,103, 422
Accel er at ed Enmpl oyee
t ax Unutilised Benefi t
Deferred tax assets depreci ati on tax | osses Provisions Obligations O her Tot a
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000
At 1 January 2004 63, 007 91, 486 7,664 279, 697 138,846 580, 700
Credited/ (charged) to net profit 18, 900 (25, 526) (6,518) 2,789 36, 125 25,770
Charged to equity - - - - (5,221) (5,221)
At 31 Decenber 2004 81, 907 65, 960 1, 146 282, 486 169, 750 601, 249
Conpany
Accel er at ed
t ax Fai r Val ue Pensi on
Deferred tax liabilities depreciation gai ns Pl an Asset O her Tota
$' 000 $' 000 $' 000 $' 000 $' 000
At 1 January 2004 11, 699 - 990, 783 67, 348 1, 069, 830
(Credited)/ charged to net profit (3,495) - 150, 034 (30, 495) 116, 044
Charged to equity 275 18, 067 - - 18, 342
At 31 Decenber 2004 8,479 18, 067 1, 140, 817 36, 853 1, 204, 216
Accel er at ed Enpl oyee
t ax Benefi t Fair Val ue
Deferred tax assets depreciation Obligations Gai ns O her Tota
$' 000 $' 000 $' 000 $' 000 $' 000
At 1 January 2004 2,637 114, 355 5,221 10, 043 132, 256
Credited to net profit 7,431 1, 260 - 1, 367 10, 058
Charged to equity - - (5,221) - (5,221)




At 31 Decenber 2004 10, 068 115, 615 - 11, 410 137, 093

Deferred incone tax assets and |liabilities are offset when there is a legally enforceable right
to set off current tax assets against current tax liabilities and when the deferred incomne
taxes relate to the sanme fiscal authority. The foll owi ng amounts, determ ned after appropriate
of fsetting, are shown in the consolidated bal ance sheet:

G oup Conpany
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Deferred tax assets 601, 249 580, 700 137, 093 132, 256
Deferred tax liabilities (2,103, 422) (1,890,002) (1,204,216) (1,069, 830)

(1,502,173) (1,309,302) (1,067,123) (937,574

The amounts shown in the bal ance sheet include the follow ng:
Deferred tax assets to be recovered

after nmore than 12 nonths 430, 353 364, 726 125, 683 116, 992
Deferred tax liabilities to be settled
after nmore than 12 nonths (1,857,147) (1,577,986) (1,167,363) (1,002, 482)

9. Pensions and Ot her Post-Retirenment Obligations

The Group's pension scheme, which commenced on 1 January 1975, is funded by enpl oyee
contributions at 5% of salary with the option to contribute an additional 5% and enpl oyer
contributions at 0.5% as reconmended by i ndependent actuaries. Pension at normal retirement
age is based on 2% of final 3-year average salary per year of pensionable service, plus any
decl ared bonus pensions.

Pensi on benefits
The amounts recognised in the bal ance sheet are determ ned as foll ows:

G oup Conpany

2004 2003 2004 2003



$' 000 $' 000 $' 000 $' 000

Present val ue of funded obligations 1,949, 894 1,638, 725 764, 439 603, 928

Fair val ue of plan assets (10, 198,659) (7,649, 744) (7,720,936) (5, 260, 752)

(8,248,765) (6,011,019) (6,956,497) (4,656, 824)

Unrecogni sed actuarial gains 3, 140, 000 1, 575, 683 3,166, 314 1, 456, 818
Limtation on asset due to uncertainty of

obt ai ni ng econoni c benefit 699, 448 538, 295 367,732 227, 657

Asset in the bal ance sheet (4,409, 317) (3,897,041) (3,422,451) (2,972, 349)

The pension plan assets include the conmpany's ordinary stock units with a fair value of
$1, 624, 000, 000 (2003 - $668, 626, 000), buil dings occupied by G oup conpanies with fair
val ues of $631, 044, 000 (2003- $285, 000, 000) and finance | ease receivables from G oup
conpani es of $20, 718, 000 (2003 - $27, 088, 000)

The amounts recognised in the profit and | oss account are as follows:

G oup Conpany

2004 2003 2004 2003

$' 000 $' 000 $' 000 $' 000

Current service cost 20, 144 10, 370 13, 256 4, 460
I nterest cost 231, 438 160, 983 88, 922 53, 600
Expected return on plan assets (899, 033) (620, 980) (631, 593) (426, 066)
Net actuarial gains recognised in year (47, 402) (86,014) (58, 299) (53, 700)
(694, 853) (535, 641) (587, 714) (421, 706)

Reduction in income due to limt 194, 006 92,241 140, 075 -
Total, included in staff costs (Note 25) (500, 847) (443, 400) (447, 639) (421, 706)

The actual return on plan assets was $2, 469, 201, 000 (2003 - $1, 274,996, 000) for the G oup
Movenment in the asset recognised in the bal ance sheet:
G oup Conpany

2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000



At beginning of year (3,897,041) (3,425,236) (2,972,349) (2,548,517)

Total expense - as shown above (694, 853) (535, 641) (587, 714) (421, 706)

Acqui sition of subsidiary - (5,998) - -

Contri buti ons paid (21, 129) (22, 407) (2,463) (2,126)
(4,613,023) (3,989,282) (3,562,526) (2,972, 349)

Li qui dati on of Hardware & Lunber Schene 9,700 - -

Reduction in income due to limt 194, 006 92,241 140, 075 -

At end of year (4,409, 317) (3,897,041) (3,422,451) (2,972, 349)

The principal actuarial assunptions used were as follows:

2004 2003
Di scount rate 12.50% 15%
Long terminflation rate 8. 25% 8. 25%
Expected return on plan assets 12% 10%
Future sal ary increases 9.5% 9.5%
Future pension increases 3.5% 3.5%

Ot her post-retirenent obligations

The G oup operates a nunmber of post-enploynment benefit schemes, principally in Jamaica.
The benefits covered under the schenes include group life, insured and self-insured
health care, gratuity and other supplenentary plans. Funds are not built up to cover

the obligations under these retirenent benefit schemes. The nethod of accounting and

the frequency of valuations are simlar to those used for defined benefit pension schenes.

In addition to the assunptions used for the pension schenmes, the nmain actuaria
assunption is a long termincrease in health costs of 10% per year (2003 - 12.5% per year).

The ampunts recogni sed in the bal ance sheet were determ ned as foll ows:

G oup Conpany
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Present val ue of unfunded obligations 1,074, 656 766, 040 468, 244 354, 881

Unr ecogni sed actuarial (losses)/gains (227, 200) 73,051 (121, 010) (11, 815)




Liability in the bal ance sheet 847, 456 839, 091 347,234 343, 066

The ampunts recognised in the profit and | oss account were as foll ows:

G oup Conmpany

2004 2003 2004 2003

$' 000 $' 000 $' 000 $' 000

Current service cost 42,173 35, 707 13, 819 12,476

I nterest cost 112,871 93, 727 50, 678 41, 231
Net actuarial (gains)/losses recognised in

year (40, 243) (3,027) 4, 057 (4, 365)

Total, included in staff costs (Note 25) 114, 801 126, 407 68, 554 49, 342

Movement in the liability recognised in the bal ance sheet:

G oup Conpany
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
At begi nning of year 839, 091 766,075 343, 066 335, 544
Tot al expense - as shown above 114, 801 126, 407 68, 554 49, 342
Acqui sition of subsidiary - 9,817 - -
Benefits paid (94, 639) (63, 208) (64, 386) (41, 820)
Li qui dati on of Hardware & Lunber
Schene (11, 797) - - -
At end of year 847, 456 839, 091 347,234 343, 066
10. Inventories
G oup Conmpany
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Raw materi al s and spares 205, 216 196, 008 - -
Work in process 4,272 610
Fi ni shed goods 271, 966 61, 463

Mer chandi se 2,054,125 1, 925, 152 297, 645 333, 764



Goods in transit 793, 752 412, 792 214, 059 140, 603

3,329, 331 2,596, 025 511, 704 474, 367
11. Receivabl es
G oup Conmpany
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Trade receivabl es,
| ess provision for doubtful debts 2,157,764 1,815,120 520, 405 527,093
I nsurance receivabl es,
| ess provision for doubtful debts 1,411, 365 907, 026 - -
Interest receivabl e by banking subsidiaries 890, 067 1, 163, 245 - -
Recei vabl e from associ at es 17,691 35, 605 5, 660 6, 292
Pr epaynent s 171, 396 128, 154 24,373 20, 201
O her receivabl es 988, 065 743,734 174,779 93, 375
5,636, 348 4,792, 884 725, 217 646, 961

12. Cash and Short Term | nvest nents

G oup Conpany
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Cash at bank and in hand 2,774, 295 2,321,744 117, 969 131, 404
Short term deposits 1,647,848 493, 349 1,103, 904 474, 396
4,422,143 2, 815, 093 1,221,873 605, 800
Short terminvestnments 25,367,513 21,990, 754 2,184,180 1, 790, 574

29,789, 656 24,805, 847 3, 406, 053 2,396, 374

The wei ghted average effective interest rate on short termdeposits was 15.01% (2003 - 20.4%
and these deposits have an average maturity of under 90 days. Short terminvestnments which
mat ur e between 90 days and 360 days or which the Group intends to realise within 12 nonths
have an effective interest rate of 13.8 % (2003 -15.2%.

For the purposes of the cash flow statenent, cash and cash equival ents conprise the follow ng:

2004 2003



$' 000 $' 000

Cash at bank and in hand 2,774, 295 2,321,744
Short term deposits 1, 647, 848 493, 349

4,422, 143 2,815, 093
Bank overdrafts (Note 15) (718, 279) (654, 948)

3,703, 864 2,160, 145

13. Payabl es
G oup Conpany
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Trade payabl es 2,918, 067 2,125, 899 175, 324 124, 638
Payabl e to associ ates 97,931 106, 573 82,516 74,238
Accrual s 873, 540 761, 490 319, 563 271, 665
Cl ai s out st andi ng 1,041, 923 513, 225 -
I nsurance reserves 810, 682 575, 252
I nt erest payabl e by banki ng subsidiaries 600, 912 815, 541 - -
O her payabl es 961, 434 1,018, 623 341, 660 346, 461
7,304, 489 5,916, 603 919, 063 817, 002
14. Provi sions
The provisions are broken down as foll ows:
G oup
2004 2003
Warranties Restructuring Legal Claim Total Tot a
$' 000 $' 000 $' 000 $' 000 $' 000
At begi nning of year 6, 221 76, 238 - 82, 459 20, 290
Addi ti onal provisions - 42, 500 2,655 45, 155 76, 238
Unused ampunts reversed - (2,499) (1, 080) (3,579) (14,069)

Charged to profit and | oss account - 40, 001 1,575 41,576 62, 169



Utilised during year - (108, 540) - (108, 540) -

At end of year 6, 221 7,699 1,575 15, 495 82, 459
G oup Conmpany
2004 2003 2004 2003
Anal ysi s of total provisions: $' 000 $' 000 $' 000 $' 000
Non-current (warranty provision) 6,516 6, 221 6, 221 6, 221
Current 8,979 76, 238 - -
15, 495 82, 459 6, 221 6, 221

Warranties

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

Restructuring
The restructuring costs relate to the remai ning reorgani sati on costs of the Financia
Services Division.

Legal d ains

This is in respect of certain |legal clainms brought by an insurance broker. In the opinion
of the directors, after taking appropriate |egal advice, the outcone of these |egal clains
will not give rise to any significant |oss beyond the ambunts provided at 31 Decenber 2004.

15. Bank and Short Term Loans

G oup Conpany
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Secur ed on assets 326, 427 87, 406 - -
Unsecur ed 1, 725, 580 1, 685, 841 1, 432, 596 1, 389, 266

2,052, 007 1,773, 247 1,432,596 1, 389, 266



(a) Unsecured | oans of subsidiaries are supported by prom ssory notes or letters of confort
fromthe parent conpany. Interest rates on these |oans range between 2% - 22.75%
(2003 - 2% - 22.59%.

(b) Bank and short term | oans are broken down as foll ows:

G oup Conpany
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Bank overdrafts 718, 279 654, 948 384, 940 226, 257
Short term | oans 1, 333,728 1,118, 299 1, 047, 656 1,163, 009

2,052, 007 1,773, 247 1,432,596 1, 389, 266

16. Share Capita

2004 2003
$' 000 $' 000
Aut hori sed -
Ordinary stock units of $1 each 400, 000 400, 000
I ssued and fully paid -
Ordinary stock units of $1 each 325, 817 323, 466

(a) During the year, the conpany issued 2,351,000 (2003 - 391,000) shares to its
enpl oyees for cash at a prem um of $71,541, 000 (2003 - $6,915,000). The shares
were issued under the Directors and Senior Managers Stock Option Plans.

(b) At the Annual General Meeting held on 25 June 2002, the stockhol ders passed
a resolution for 7,000,000 of the authorised but unissued shares of $1.00 each
to be set aside for allocation and sale to the directors of the conpany. The
all ocation and sale of these shares are governed by the provisions of the 2002
Stock Option Plan for the Directors of Gace, Kennedy & Conpany Limted.

On 1 July 2002, under the rules of the Stock Option Plan, the follow ng



(c)

al l ocati on was made:

No. of

Shar es
Executive directors 5,973, 160
Non- executi ve-di rectors 600, 000

The options were granted at a subscription price of $32.81, being the m d-narket

price of the conpany's shares on the Janmi ca Stock Exchange at the grant date, and

are exercisable over a period of ten years, at the end of which tinme unexercised
options will expire. One-fifth of the total of the grant to each director wll

vest on each anniversary of the grant. The plan provides for equitable adjustnent

of the allocated nunber of shares by reason of stock splits, conbinati ons or exchanges
of shares, stock dividends, bonus issue, and reclassifications or simlar

cor por at e changes.

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

No. of Shares

Executive directors 7,167,792
Non- executi ve-di rectors 720, 000

During the year several Directors exercised a portion of their options resulting
in a reduction in the nunber of shares allocated to executive directors at the
year-end to 5,622,693 (2003 - 7,107,792) and 576,000 (2003 - 720, 000) being

al l ocated to non-executive directors.

At the Annual General Meeting held on 29 May 2003, the stockhol ders passed a
resol ution for 10,000,000 of the authorised but unissued shares of $1.00 each
to be set aside for allocation and sale to the managers of the conpany. The
all ocation and sale of these shares will be governed by the provisions of the
2003 Stock Option Plan for the Managers of Grace, Kennedy & Conpany Limted.

On 28 August 2003, under the rules of the Stock Option Plan, the follow ng



al l ocati on was made:

No. of
Shar es

Seni or managers 5,999, 931

The options were granted at a subscription price of $41.92, being the wei ghted
average price of the conpany's shares on the Janmmica Stock Exchange for the
previ ous ten days prior to the grant date and are exercisable over a period of
Six years, at the end of which time unexercised options will expire. One-third
of the total of the grant to each senior manager will vest on each anniversary
of the grant. The plan provides for equitable adjustnment of the allocated nunber
of shares by reason of stock splits, conbinations or exchanges of shares, stock
di vi dends, bonus issue, and reclassifications or simlar corporate changes.

During the year several senior managers exercised a portion of their options
resulting in a reduction in the nunber of shares allocated to senior managers
at the year-end to 5,338, 168.

(d) During the year, a second grant fromthe Senior Managers 2003 Stock Option Plan
was al |l ocated. The allocation and sale of these shares will be governed by the
provi sions of the 2003 Stock Option Plan for the Managers of Grace, Kennedy &
Conpany Limted.

On 25 November 2004, under the rules of the Stock Option Plan, the follow ng
al | ocati on was made:

No. of

Shar es

Seni or managers 1,967, 291
The options were granted at a subscription price of $115.97, being the weighted
average price of the conpany's shares on the Jammica Stock Exchange for the
previ ous ten days prior to the grant date, and are exerci sable over a period
of six years, at the end of which time unexercised options will expire.

17. Capital and Fair Value Reserves



G oup

)

Fair
Capi t al Val ue Capi t al Fair Val ue
Reserve Reserves Tot al Reserve Reserves Tota
2004 2003
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000
Share prem um 203,191 - 203,191 132,713 - 132,713
Real i sed gai ns on di sposa
of assets 101, 214 - 101, 214 101, 214 - 101, 214
Capital distributions
recei ved 38, 515 - 38, 515 38, 515 - 38, 515
Asset replacenent,
rehabilitation and
depreci ati on reserves - - - 6, 547 - 6, 547
Profits capitalised by G oup
compani es 1, 995, 360 - 1, 995, 360 2,054,734 - 2,054,734
Unreal i sed surplus on the
reval uati on of fixed assets,
net of deferred taxes - 277, 248 277, 248 - 1,071,012 1,071,012
Fai r val ue gains/ (Il osses),
net of deferred taxes - 273, 545 273, 545 - (2,209) (2,209
Q her 66, 519 - 66, 519 46, 134 - 46, 134
2,404, 799 550, 793 2,955,592 2,379,857 1, 068, 803 3,448, 660
Conpany
Fair
Capi t al Fai r Val ue Capi t al Val ue
Reserve Reserves Tot al Reserve Reserves

Tot al



2004 2003
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000

Share prem um 203, 189 - 203, 189 131, 651 - 131,651
Capital distribution received 16, 272 - 16, 272 16, 272 - 16, 272
Bonus shares issued (41, 803) - (41, 803) (41, 803) - (41,803
Unreal i sed surplus on the
reval uati on of fixed assets, net
of deferred taxes - 7,954 7,954 7,404 7,404
Fai r val ue gains/(losses), net
of deferred taxes - 36, 136 36, 136 (10, 376) (10, 376)

177, 658 44, 090 221,748 106, 120 (2,972) 103,148

18. Reserve Funds

Reserve funds represent those statutory reserves required to be nmintained by the banking
subsidiary, First dobal Bank Linmted, in conpliance with the Banking Act of Janmica.

19. Mnority Interests

At begi nni ng of year

Arising on business conbination
Share of net profit of subsidiaries
Di vi dends paid

46

10
(3

2004 2003
$' 000 $' 000
0, 032 227,776

- 182, 770
1,712 60, 327

9, 614) (28, 839)

Di sposal of interest in subsidiary (13, 256)
O her (1,347) 17,998
At end of year 507, 527 460, 032
20. Long Term Liabilities
G oup Conpany
2004 2003 2004
$' 000 $' 000 $' 000
Bank borrow ngs 1, 356, 754 1, 262, 143 1, 028, 145 1, 030, 489
Fi nance | eases 26, 001 26,191 4, 565

6, 528



Cust oner deposits 176, 219 209, 467 - -
O her | oans 92,453 31, 888 677,753 413,972

Total borrow ngs 1, 651, 427 1, 529, 689 1, 710, 463 1, 450, 989
Less: Current portion (177, 060) (100, 198) (127, 268) (67, 199)

1,474, 367 1,429, 491 1, 583, 195 1, 383, 790

Finance lease liabilities are effectively secured as the rights to the | eased asset
revert to the lessor in the event of default. Al other borrow ngs are unsecured.

(a) The exposure of the G oup and the conpany to interest rate changes and the periods
in which the borrowings reprice are as foll ows:

G oup
Less
t han 12 1-5 Not rate
nmont hs years Sensitive Tot a
$' 000 $' 000 $' 000 $' 000
At 31 Decenber 2004
Total borrow ngs 1,531, 546 105, 647 14, 234 1, 651, 427
At 31 December 2003
Total borrow ngs 1,216,711 281, 090 31, 888 1,529, 689
Conpany
Less
than 12 1-5 Not rate
nmont hs years Sensitive Tot a
$' 000 $' 000 $' 000 $' 000
At 31 Decenber 2004
Total borrow ngs 1, 696, 229 - 14, 234 1,710, 463

At 31 Decenber 2003
Total borrow ngs 1,419, 101 - 31, 888 1, 450, 989



(b) The effective interest rates at the bal ance sheet date were as foll ows:

G oup Conmpany
2004 2003 2004 2003
Bank borrow ngs 5.75% 5.50% 5.87% 5.10%
Fi nance | eases 21. 40% 20. 40% 23.10% 21. 20%
Cust oner deposits 15. 00% 15. 30% - -
O her | oans 5.50% - 8. 70% 7.00%

(c) Maturity of non-current borrow ngs (excluding finance |ease liabilities):

G oup Conpany
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Between 1 and 2 years 536, 440 859, 508 525, 319 850, 163
Between 2 and 5 years 580, 933 438, 265 493, 036 90, 928
Over 5 years 343, 548 119, 785 562, 860 440, 442

1, 460, 921 1,417, 558 1, 581, 215 1, 381, 533

(d) Finance lease liabilities - mninumI|ease paynents:

G oup Conpany
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Not |ater than 1 year 13, 788 19, 069 2,585 5, 256
Later than 1 year and not |ater
than 5 years 17, 143 12,675 3,270 2,440
30,931 31,744 5, 855 7,696

Future finance charges on
fi nancel eases (4,930) (5,553) (1, 290) (1,168)

Present val ue of



finance lease liabilities 26, 001 26,191 4,565 6, 528
Less: Current portion (12, 555) (14, 258) (2,585 (4,271)
13, 446 11, 933 1, 980 2,257

The present value of finance lease liabilities is as foll ows:

G oup Conpany
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Between 1 and 2 years 20, 795 22,573 4,565 6, 528
Between 2 and 5 years 5, 206 3,618 - -
26, 001 26,191 4, 565 6,528

(e) Borrowing facilities

The Group and the conpany have the followi ng undrawn committed borrowing facilities:

G oup Conpany
2004 2003 2004 2003

$' 000 $' 000 $' 000 $' 000
Floating rate -
Expiring within one year 2,421,748 1,492, 020 1,484,123 642, 600
Expi ri ng beyond one year 350, 367 453, 900 266, 795 453, 900
Fi xed rate -
Expiring within one year 107, 350 256, 065 - 220, 000

Expiring beyond one year 100, 000 - - -

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



21. Segment

I nformati on

Primary reporting format -

busi ness segnents

2004
Food Retail & Fi nanci a
Tradi ng Tradi ng Services Maritine Information Elimnation Group
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000 $' 000
REVENUE
Ext ernal sal es 11, 414, 118 10, 467, 354 6,021,565 256,889 2,543, 866 - 30, 703, 792
I nt er-segment
sal es 440, 875 2,814 130, 088 29, 297 - (603, 074) -
Tot a
Revenue 11, 854, 993 10, 470, 168 6, 151, 653 286, 186 2, 543, 866 (603, 074) 30, 703, 792
Segment
result 144, 220 411, 191 1,173,610 (24,720) 607,615 20,575 2,332,491
Unal | ocat ed
i ncome 503, 808 503, 808
Profit from
operations 2,836, 299
Fi nance
i ncome - net 244, 684 (108, 294) 136, 459 10, 033 51, 470 (20, 575) 313, 777
Shar e of
results of
associ at es
bef ore tax 52,702 13, 441 (13, 846) 1,984 28,784 - 83, 065
Profit before
t ax 441, 606 316, 338 1,296,223 (12,703) 687,869 503, 808 3,233, 141
Il nconme tax
expense (906, 162)
Profft from
ordi nary
activities after
t ax 2,326,979

M nority



i nt erest (101, 712)
Net profit 2,225, 267
Segnent

assets 3,548, 479 3,730,825 32,903,896 141, 325 670, 781 - 40, 995, 306
I nvestnment in

associ at es 249, 990 22,047 42, 429 8,949 91, 101 - 414,516
Unal | ocat ed 11, 273,743

assets
Total Assets 52, 683, 565
Segnent

liabilities 1, 857, 058 1,577,638 28,176,760 166,743 461, 023 - 32, 239, 222
Unal | ocat ed 6, 723, 554

liabilities 38,962,776
O her
segment
items
Capi t al

expendi ture 116, 224 188, 932 113, 499 3,979 82, 477 - 505, 111
Depreci ation 113, 246 103, 594 53, 976 7,961 162, 208 - 440, 985
Anortisation 48, 695 8,051 - - 7,657 - 64, 403
Restructuring

costs - (2,499) 42, 500 - - - 40, 001

2003
Food Retail & Financia
Tradi ng Trading Services Mritinme Information Elimnation G oup
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000 $' 000
REVENUE
Ext ernal sal es 9,639,853 7,349,885 5,032,337 328,051 2,415, 375 - 24,765, 501
I nt er-segnment

sal es 557, 235 3,663 337, 839 19, 114 - (917,851 -

Total Revenue 10, 197,088 7, 353, 548 5,370,176 347, 165 2,415, 375 (917, 851) 24,765, 501



Segnent

resul t 326, 202 212, 444 882, 410 75, 036 472,934 (13,512) 1, 955, 514
Unal | ocat ed

i ncone 395, 805 395, 805
Profit from

oper ati ons 2,351, 319
Fi nance

i ncome - net 114, 417 70, 365 112, 447 234 36, 375 13,512 206, 620
Shar e of

results of

associ ates

before tax 55, 840 1, 251 (3,534) 55,370 1, 364 - 110, 291
Profit before

t ax 496, 459 143, 330 991, 323 130, 640 510, 673 395, 805 2,668, 230
I ncome tax

expense (627,712)
Profit from

ordi nary

activities after

t ax 2,040, 518
M nority

i nterest (60, 327)
Net profit 1,980, 191
Segment

assets 3,101, 676 3,273,516 27,455,173 319,001 641, 138 - 34, 790, 504
I nvestnent in

associ ates 229, 759 (9,110) 20,244 1, 318, 995 54, 665 - 1,614, 553
Unal | ocat ed

assets - 8, 940, 310
Total assets 45, 345, 367
Segnent

liabilities 1,413, 926 1, 268, 309 23, 858, 845 249, 373 427, 654 - 27,218, 107
Unal | ocat ed

liabilities 6, 098, 8389

33, 316, 996



O her

segnent

itenms

Capita

expendi ture 107, 348 358, 108 66, 190 4,882 74,907 - 611, 435
Depr eci ation 125, 622 107, 430 46, 685 15, 248 158, 747 - 453, 732
Anortisation 465 7,867 - - 7,670 - 16, 002
Restructuring

costs - 58, 243 17,995 - - - 76, 238

Secondary reporting format - geographical segments

At 31 Decenber 2004, the Group is organised on a global basis into three main geographical areas.

Jamaica is the home country of the parent which is also the main operating conpany. Al

principal activities operate in this area.

conpany,

The Cari bbean - nmainly food trading, insurance services and noney transfer

Europe, Central & North America - mainly food trading.
Sal es Total assets Capital expenditure
2004 2003 2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000
Jamai ca 25, 346, 690 20,061, 718 39, 866, 793 34, 169, 684 433,274 585, 497
The Cari bbean 1,679, 939 1, 589, 829 566, 580 364, 596 52,996 22,526
Eur ope, Centra
& North
Anerica 3,677,163 3,113, 954 561, 933 256, 224 18, 841 3,412
30, 703, 792 24,765,501 40,995,306 34,790,504 505,111 611, 435
Associ at es 414,516 1, 614, 553
Unal | ocat ed
assets 11,273,743 8,940, 310
Total assets 52,683,565 45, 345, 367



22. Revenues

2004 2003
$' 000 $' 000
Sal es of products and services 24,682, 226 19, 733, 164
Interest and other financial services incone 6, 021, 566 5, 032, 337
30, 703, 792 24,765, 501
23. Expenses
2004 2003
$' 000 $' 000
Cost of products and services sold 17,495, 656 14,773, 647
I nterest expense and other financial services expenses 3, 860, 242 3,552, 502
Selling, general and admi nistrative expenses 6, 932, 629 4,453, 060
28,288,527 22,779, 209
24, QOperating Incone
The followi ng items have been charged in arriving at operating incone:
2004 2003
$' 000 $' 000
Audi tors' remruneration 43, 228 36, 551
Anortisation of goodw || 64, 403 16, 002
Cost of inventory recognised as expense 14,218,007 11,188, 126
Depreci ation 440, 985 453,732
Directors' enmplunments (Note 38) 107, 267 92, 210
Lease rental charges 109, 765 90, 341
Repai rs and mai nt enance expenditure 239, 108 191, 909
Staff costs (Note 25) 2,853,169 2,422,416
25. Staff Costs
2004 2003
$' 000 $' 000
Wages and sal ari es 2,707,111 2,214,566
Pensi on (500, 847) (443, 400)



Ot her post-retirement benefits 114, 801 126, 407
O her 532, 104 524, 843
2,853, 169 2,422,416

The Group enployed the foll owi ng nunber of staff:

2004 2003
Full tine 1, 881 1, 821
Part tine and contract workers 2,066 1,921
3, 947 3,742
26. Finance Income - net
2004 2003
$' 000 $' 000
I nterest incone 569, 269 528, 504
I nt erest expense (255, 492) (321, 884)
313,777 206, 620

27. Taxation

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

2004 2003

$' 000 $' 000
I ncone tax at 33 1/3% 786, 358 342,914
Deferred tax (Note 8) 92, 399 241, 692
878, 757 584, 606
Associ at ed conpani es (Note 5) 27, 405 43, 106
906, 162 627,712

The tax on the Group's profit before tax differs fromthe theoretical anount that would
arise using the tax rate of the home country of the conpany as foll ows:

2004 2003
$' 000 $' 000



Profit before tax 3, 233, 141 2,668, 230

Tax calculated at a tax rate of 33 1/3% 1,077,714 889, 410

Adj usted for the effects of:
Ef fect of different tax rates in other countries (9, 710) (73, 208)
I ncome not subject to tax (229, 391) (318, 543)
Expenses not deductible for tax purposes 72,491 164, 988
Adj ustnment to prior year provision 21, 907 66, 009
Tax credit on bonus shares issued - (59, 666)
Utilisation of previously unrecognised tax |osses (38,098) (31,518)
O her 11, 249 (9, 760)

Tax expense 906, 162 627,712

28. Discontinuing Operations

On January 21, 2004, the Group sold its shareholdings in its associ ated conpany Ki ngston \Warves
Limted to National Comrercial Bank Janmica Limted. Prior to the sale, the associated conpany was
reported as part of the Maritine Division. No results were recorded for Kingston Wharves Limted
in 2004. The profit on the disposal of this sharehol ding was $2,513, 000.

On 31 Decenber 2004, the Group entered into a sale agreenment to di spose of its shareholding in
Grace, Kennedy & Co. (Shipping) Limted, G ace, Kennedy Logistics Limted and Internationa

Shi pping Limted. These conpanies are reported as part of the Maritinme Division. The di sposa
is consistent with the Group's strategy to focus its activities in the areas of highest growh
opportunities and return on investnment and to divest those activities which do not neet these
criteria. The Group hopes to conplete the sale in early 2005.

At 31 Decenber 2004, the carrying anounts of the assets of these conpani es ambunted to

$236, 144,000 and their liabilities $191, 855, 000. During 2004, the conpani es earned i ncone of

$161, 684, 000, incurred expenses of $186,524,000, and incurred a pre-tax |oss of $24,841,000 with a
rel ated tax charge of $3, 645,000. For 2004, the conpanies' cash outflows fromoperating activities
amounted to $6, 006, 000, frominvesting activities, $2,149,000 and from financing activities,

$79, 000.

29. Net Profit Attributable to the Stockhol ders of Grace, Kennedy & Conpany Linmted

Dealt with as follows in the financial statenments of:



2004 2003

$' 000 $' 000
The conpany 978, 861 780, 309
The subsidiaries 1, 190, 746 1,132, 697
The associ at ed conpani es 55, 660 67, 185

2,225, 267 1,980, 191

30. Dividends

2004 2003
$' 000 $' 000

Pai d,
Interim- 40 cents per stock unit (2003 - 30 cents) 129, 519 96, 933
Final - 50 cents per stock unit (2003 - 35 cents) 162, 399 113, 213
291, 918 210, 146

31. Earnings Per Stock Unit

Basi ¢ earni ngs per share is calculated by dividing the net profit attributable
to stockhol ders by the wei ghted average number of ordinary stock units in issue during the year

2004 2003
Net profit attributable to stockholders ($' 000) 2,225, 267 1,980, 191
Wei ght ed average nunber of stock units in issue(' 000) 323, 932 323, 150
Basi ¢ earnings per stock unit ($) 6. 87 6.12

The dil uted earnings per share is cal culated by adjusting the wei ghted average nunber of ordinary stock
units outstanding to assume conversion of all dilutive potential ordinary stock units.

(a) 6,198,693 ordinary stock units for the full year in respect of the Stock Option Plan for
directors (Note 16),

(b) 5,338,168 ordinary stock units for the full year in respect of the Stock Option Plan for
managers (Note 16) and



(c) 1,967,291 ordinary stock units for one nmonth in respect of the Stock Option Plan for

managers (Note 16).

2004 2003
Net profit attributable to stockhol ders ($' 000) 2,225, 267 1,980, 191
Wei ght ed average nunmber of stock units in issue ('000) 331, 267 329, 437
Basi c earnings per stock unit ($) 6.72 6. 01
32. Operating Activities
Reconciliation of net profit to cash generated from operating activities:
2004 2003
$' 000 $' 000
Net profit 2,225, 267 1,980, 191
Itens not affecting cash:
Depreci ation 440, 985 453,732
Goodwi I | anortised 64, 403 16, 002
(Gain)/loss on disposal of fixed assets (32,470) 1, 349
Profit on disposal of investnents (147, 708) (2,678)
Mnority interest in results of the year 101, 712 60, 327
Exchange (gain)/loss on foreign bal ances (51, 018) 65, 069
I nterest incone (569, 269) (528, 504)
I nterest expense 255, 492 321, 884
Taxati on expense 906, 162 627,712
Unremtted equity income in associated conpani es (40, 661) (24, 998)
Pensi on plan surplus (512, 276) (471, 805)
Ot her post-retirenent obligations 8, 365 73,016
2,648, 984 2,571, 297
Changes in non-cash working capital conponents:
I nventories (733,306) (1,040, 396)
Recei vabl es (800, 138) (1,441, 948)
Payabl es 1, 355, 022 441, 376
Provi si ons (66, 964) 62, 169
2,403, 598 592, 498
Transl ati on gai ns 76, 019 447,597
Taxation paid (754, 232) (557, 619)




Cash provi ded by operating activities 1, 725, 385 482,476

33. Financial Risk Managenent

The Group's activities expose it to a variety of financial risks including the effects of changes
in debt and equity market prices, foreign currency exchange rates, interest rates and liquidity

ri sks. The Group's overall risk managenent programre focuses on the unpredictability of financia
mar ket s and seeks to mininze potential adverse effects on the financial performance of the Group

Ri sk managenent is carried out by a central treasury function which identifies, evaluates and
manages financial risks in close co-operation with the Goup's operating business units. The
Board of Directors sets guidelines for overall risk management including specific areas, such as
foreign exchange risk, interest rate risk, credit risk, and investing excess liquidity.

(a) Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes

in foreign exchange rates. The Group operates internationally and is exposed to this risk
arising fromvarious currency exposures primarily with respect to the United States dollar

The consol i dated bal ance sheet at 31 Decenber 2004 includes aggregate net foreign assets/
(liabilities) for local Goup conmpanies in respect of transactions arising in the ordinary
course of business. Currency risk for foreign Group conpanies, to currencies other than their
originating currency, is not considered to be significant to the Group's overall position at
31 Decenber 2004.

Net foreign currency assets/ (liabilities) of the Goup were as follows:

2004 2003

$' 000 $' 000

United States doll ar (11, 950) (14, 954)
Pound Sterling 530 165
Canadi an dol | ar (279) 53
Cayman dol | ar 20 3
Eur o 132 12

(b) Interest rate risk
Interest rate risk is the risk that the value of a financial instrument will fluctuate due



to changes in nmarket interest rates.

The G oup takes on exposure to the effects of fluctuations in the prevailing |evels of
mar ket interest rates on financial position and cash flows. Interest margins may increase
as a result of such changes but may reduce or create losses in the event that unexpected
movenents arise. The banki ng subsidiary Asset and Liability Comrittee sets limts on the
| evel of msmatch of interest rate repricing that may be undertaken

The Group's interest bearing financial instrunents include other investnments, |eases and
| oans receivable, short terminvestnents, bank and short term | oans, deposits payable and
long termliabilities. The effective rates of interest inpacting these instrunments are

di sclosed in the individual notes to the financial statements associated with each item

The foll owi ng tables summari se carryi ng anounts of bal ance sheet assets, liabilities and
equity, in order to arrive at the Group's and conpany's interest rate gap based on earlier
of contractual repricing or maturity dates.

The G oup
2004
| medi ately Wthin 3 3 to 12 1to5 Over 5 Non rate
rate sensitive nont hs Mont hs Year s Year s sensitive Tot a
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000 $' 000
| nvest ments - 121, 260 82, 800 1, 433,985 1, 069, 604 239, 427 2,947,076
Long term
recei vabl es
i ncludi ng current
portion 182, 616 368, 625 270, 821 1, 651, 042 - 62, 605 2,535,709
Cash and short
terminvestments - 9, 850, 559 17, 319, 199 - - 2,619,898 29, 789, 656
O her non-current
assets - - - - 7,913, 480 7,913, 480
O her current
assets - - - - - 9,497, 644 9, 497, 644
Total assets 182, 616 10, 340, 444 17,672, 820 3,085,027 1,069, 604 20, 333,054 52,683, 565
Bank and short 773,511 697, 956 580, 540 - - - 2,052, 007



term | oans

Deposits

Long term
liabilities

i ncl udi ng current
portion

Securities sold
under

agreenents to
repur chase

O her non-

current liabilities

O her current
liabilities

Mnority interest

St ockhol der s’

equity

3,907, 325

890

18, 371, 866

278, 084

1, 530, 656

1, 963, 289

105, 647 - 14, 234

- - 2,957,394

7,781, 384
- - 507, 527

- - 13, 213, 262

4,185, 409

1, 651, 427

20, 335, 155
2,957,394

7,781, 384
507, 527

13, 213, 262

Total liabilities
and stockhol ders
equity

22,978, 037

4,352, 569

105, 647 - 24,473,801

52, 683, 565

Total interest
rate sensitivity

gap

(590, 895)

(12, 637, 593)

13, 320, 251

Cumul ative gap

(590, 895)

(13, 228, 488)

91, 763

2,979, 380 1,069, 604 (4, 140, 747)
3,071, 143 4, 140, 747 -

Total Interest
rate sensitivity

gap

1,781, 234 987, 805 (2,569, 531)

Cumul ati ve gap

The Conpany



2004

Non
| mredi ately Wthin 3 3tol1l2 1to5 Over 5 rate
rate sensitive nont hs Mont hs Year s Years sensitive Tota
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000 $' 000

| nvest ments - - - 216, 224 - 1,356,864 1,573,088
Long term recei vabl es

i ncl udi ng current

portion - - - - - 163, 309 163, 309
Cash and short term

i nvest nent s - 1,103,904 2,247,811 - - 54,338 3, 406, 053
O her non-current

assets - - - - - 3,782,591 3,782,591
O her current assets - - - - - 1,364,461 1, 364, 461
Total assets - 1,103,904 2,247,811 216, 224 - 6,721,563 10, 289, 502
Bank and short term

| oans 348, 725 656, 956 426, 915 - - - 1,432,596
Long termliabilities

i ncl udi ng current

portion - - 1,696, 229 - - 14,234 1,710, 463
O her non-current

liabilities - - - - 1,557,671 1,557,671
O her current liabilities - - - - 1,874,258 1,874, 258
St ockhol ders' equity - - - - - 3,714,514 3,714,514
Total liabilities and

st ockhol ders' equity 348, 725 656, 956 2,123,144 - - 7,160,677 10, 289, 502
Total interest rate

sensitivity gap (348, 725) 446, 948 124, 667 216, 224 - (439,114) -
Cunul ative gap (348, 725) 98, 223 222,890 439,114 439,114 - -

2003

Total Interest rate

sensitiviy gap (226, 256) 299, 151 (633,884) 510,427 - 50, 562 -
Curul ati ve gap (226, 256) 72,895 (560,989) (50,562) (50,562) - -



The G oup

2004
Il medi ately Wthin 3 3to 12
rate sensitive Mont hs Mont hs 1to5 Years Over 5 Years Tot a
% % % % % %
I nvest nent s 14. 98 17. 43 13. 18 12. 10 12. 96
Long term recei vabl es 18. 25 25. 96 15. 07 15.10 - 16. 95
Cash and short term
i nvest nent s - 14.72 13.76 - - 14. 49
Bank and short term
| oans 21.50 5.48 5.89 - 8.79
Deposits - 5.29 8.42 - - 5.50
Long termliabilities - 23.92 7.01 4. 96 - 6.91
Securities sold under
repur chase
agreenents - 13. 16 12. 87 - - 13. 13
The G oup
2003

| medi ately Wthin 3 3 to 12

rate sensitive Mont hs Months 1 to 5 Years Over 5 Years Tot a
% % % % % %
I nvest nent s - - - 15. 49 12. 95 14.52
Long termreceivabl es 18. 11 16. 05 20.91 18. 37 - 18. 56
Cash and short term
i nvest nents - 20. 37 15. 24 - - 16. 07
Bank and short term
| oans 21.76 4. 35 3.68 - - 6.71
Deposits - 7.27 9.01 - - 7.98
Long termliabilities - 23.85 5.74 8.76 - 6. 24

Securities sold under
repur chase
agreement s - 12. 69 19. 86 - - 14. 85



I nvest nent s
Long term recei vabl es
Cash and short term
i nvest ment s
Bank and short term
| oans
Long termliabilities

I nvest nent s
Long term recei vabl es
Cash and short term
i nvest nent s
Bank and short term
| oans
Long termliabilities

(c) Market risk

| mredi atel y
rate sensitive
%

The Conp
2004

Wthin 3 3 to 12

Mont hs
%

any

Over 5 Years

%

Tot al
%
11. 45
10. 00

12.53

| mredi ately
rate sensitive
%

Wthin 3
Mont hs
%

Months 1 to 5 Years
% %
- 11. 45
- 10. 00
14. 82 -
5.50 -
7.04 -
The Conpany
2003
3to 12
Months 1 to 5 Years
% %
- 11. 65
- 10. 00
16. 35 -
3.68 -
5.71 -

Over

5 Years
%

Tot al
%

11. 65

10. 00

17. 40

Market risk is the risk that the value of a financia

of changes in mar

instrunment wll

fluctuate as a result

ket prices whether those changes are caused by factors specific to the
i ndi vi dual security or its issuer

or factors affecting al
The Group has no significant exposure to narket

risk as the financia

securities traded in the market.
i nstruments subj ect



(d)

(e)

to this risk are not material to the G oup.

Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an
obligation and cause the other party to incur a financial |oss. The G oup has no significant
concentration of credit risk attaching to trade and i nsurance recei vables as the G oup has
a large and diverse custoner base, with no significant bal ances arising fromany single
econoni ¢ or business sector, or any single entity or group of entities. The conpany has
policies in place to ensure that sales of products and services are made to custonmers with
an appropriate credit history. Trade and insurance receivabl e bal ances are shown net of
provision for doubtful debts.

Cash and short terminvestnents are held with substantial financial institutions. A
significant |evel of investnents is held in various fornms of Government instrunents.

The followi ng table summari ses the credit exposure of the Group with respect to long term
recei vabl es fromindividual s, businesses and Government by sector

Tot al Tot al

2004 2003

$' 000 $' 000

Government and public utilities 1, 100, 134 30, 356
Per sonal 300, 043 260, 433
Pr of essi onal and ot her services 1, 135, 532 1, 086, 378

2,535,709 1,377,167

Liquidity risk

Liquidity risk, also referred to as funding risk, is the risk that the Group will encounter
difficulty in raising funds to neet conmmtnments associated with financial instrunents.
Liquidity risk may result froman inability to sell a financial asset quickly at close to
its fair value. Prudent liquidity risk managenment inplies maintaining sufficient cash and
mar ket abl e securities, and the availability of funding through an adequate anount of
committed credit facilities. Due to the dynam c nature of the underlying businesses,

the managenent of the Group ains at maintaining flexibility in funding by keeping comitted
lines of credit avail able.

The matching and controlled m smatching of the maturities and interest rates of assets and
liabilities are fundanmental to the managenment of the banking subsidiaries. It is unusua



for
termand different types.
can al so increase the risk of

banks ever to be conpletely matched since business transacted is often of uncertain
An unmat ched position potentially enhances profitability, but
| oss.

The followi ng tables sunmarise the liquidity risk of the Goup and the conpany by anal ysing
the assets and liabilities into relevant maturity groupi ngs, based on the remai ning period

at bal ance sheet date to the contractual maturity date:
The G oup
2004
No
Wthin 3 3 to 12 l1tob Over 5 Specific
Mont hs Mont hs Year s Year s maturity Tot a
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000
| nvest nent s - - 1, 820, 980 1, 069, 604 56,492 2,947,076
Long term recei vabl es
i ncl udi ng current
portion 368, 625 420, 799 1, 746, 285 - - 2,535,709
Cash and short term
i nvest ments 4,422,143 25, 367,513 - - - 29,789, 656
O her non-current
assets - - - - 7,913,480 7,913,480
Ot her current assets 9, 497, 644 - - - 9,497, 644
Total assets 14,288,412 25,788, 312 3,567, 265 1, 069,604 7,969,972 52,683, 565
Bank and short term
| oans 1,471, 467 580, 540 - - - 2,052, 007
Deposits 3,907, 325 278, 084 - - - 4,185, 409
Long termliabilities
i ncludi ng current
portion 890 176, 170 1, 130, 819 343, 548 - 1,651, 427
Securities sold under
repur chase
agreenents 18,371,866 1,963, 289 - - - 20, 335, 155
Ot her non-current
liabilities - - 2,957,394 2,957,394
Ot her current
liabilities 7,781, 384 - - - - 7,781,384



Mnority interest - - - - 507, 527 507, 527

St ockhol ders' equity - - 13,213,262 13,213, 262
Total liabilities and -
st ockhol ders' equity 31, 532, 932 2,998,083 1,130,819 343,548 16,678, 183 52, 683, 565
Total liquidity gap (17, 244,520) 22,790,229 2,436,446 (7,261, 056) (8,708, 211)
Cumul ative gap (17, 244,520) 5,545,709 7,982,155 8,708, 211 - -
2003
Total liquidity gap (12,862,608) 17,140,170 998, 720 899,908 (6,176, 190)
Cunul ative gap (12, 862,608) 4,277,562 5,276,282 6,176, 190 -
The Conpany
2004
No
Wthin 3 3 to 12 l1tob Over 5 Specific
Mont hs Mont hs Year s Year s maturity Tot a
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000
I nvest nent s - - 216, 224 - 1, 356,864 1,573,088
Long term
recei vabl es i ncl udi ng
current portion - 1,774 161, 535 - - 163, 309
Cash and short term
i nvestment s 1,221,873 2,184,180 - - - 3,406, 053
O her non-current
assets - - - - 3,782,591 3,782,591
Ot her current assets 1, 364, 461 - - - - 1,364,461
Total assets 2,586, 334 2,185, 954 377,759 - 5,139, 455 10, 289, 502
Bank and short term
| oans 1, 005, 681 426, 915 - - - 1,432,596

Long termliabilities
i ncludi ng current



portion - 127,268 1,275, 190 308, 005 - 1,710, 463
O her non-current

liabilities - - - - 1,557,671 1,557,671
Ot her current

liabilities 1, 874, 258 - - - - 1,874, 258
St ockhol ders' equity - - - - 3,714,514 3,714,514
Total liabilities and -
st ockhol ders' equity 2,879, 939 554,183 1, 275, 190 308, 005 5,272,185 10, 289, 502
Total liquidity gap (293, 605) 1,631,771 (897,431) (308, 005) (132, 730)
Cunul ative gap (293, 605) 1, 338, 166 440, 735 132, 730 -

2003

Total liquidity gap (606, 726) 1, 258,997 (354,024) (440, 441) 142,194
Cumul ati ve gap (606, 726) 652, 271 298,247 (142, 194) -

34. Fair Values of Financial Instrunments

The anpounts included in the financial statements for cash and cash equival ents, short term
i nvest ments, receivabl es, payabl es, bank, short termloans, securities sold under
agreenents to repurchase and deposits reflect their approximate fair val ue because of

the short termmaturity of these instrunents.

The estimated fair values of the Goup's other financial instruments are as foll ows:

2004 2003
Carrying Fair Carrying Fair
Anmpount Val ue Anmpount Val ue
$' 000 $' 000 $' 000 $' 000

Fi nanci al assets
| nvest ment s 28, 314, 589 28,560,414 24,851,951 24,476,211
Long term recei vabl es 2,535, 709 2,534, 231 1,377, 167 1,377,171




Financial liabilities
Long termliabilities
(i ncluding current portion) 1, 651, 427 1, 607, 955 1, 529, 689 1, 398, 690

The estimated fair val ues have been deternined using avail abl e market information and
appropriate val uati on nmet hodol ogi es. However, consi derabl e judgenment is necessarily
required in interpreting market data to devel op estimates of fair value. Accordingly,
the estimtes presented above are not necessarily indicative of the anpunts that

the Group would realise in a current narket exchange.

Fair values were estimted as foll ows:

I nvest ment s

Fair val ue of debt instrunents is based upon projected cash flows di scounted at an
estimated current market rate of interest. Fair value of equity instrunents is
determ ned based on quoted nmarket prices for these instrunents. \Wen quoted narket
prices are not avail able, an approximation of fair value is based on the net
underlying assets of the investee. Fair values for unlisted equity securities are
estimated using applicable price/earnings or price/cash flowratios refined to
reflect the specific circunstances of the issuer

Long termrecei vabl es

The carrying val ue of |eases approximtes fair val ue because these | eases are
contracted at market rates. Fair value of |oans receivable is based upon projected
cash flows discounted at an estimated current nmarket rate of interest.

Long termliabilities

Long termliabilities reflect the Goup's contractual obligations and are carried

at anortised cost, which is deemed to approximte the fair value of these liabilities
because these liabilities are subject to such terns and conditions as are avail able
in the market for simlar transactions.

35. Comm tnments

(a) Future | ease paynments under operating | eases at 31 Decenber 2004 were
as follows:

$' 000



In financial year 2005 214,083
2006 192, 246
2007 169, 678
2008 and beyond 258,974

(b) At 31 Decenber 2004, the Group had $214, 300,000 (2003 - $9,400,000) in
aut horised capital expenditure for which it had established contracts.

36. Summuary of Banki ng Subsidiary

Sumary of assets and liabilities

2004 2003
$' 000 $' 000
Assets
Cash resources 637, 626 566, 101
I nvest ments and | oans 13,433,400 13,005,517
Accept ances, guarantees, indemities and credits 303, 261 283, 698
Securities purchased under agreenents to resell 619, 798 580, 587
Cheques in the course of collection 225, 305 287, 334
Ot her assets 752,623 697, 860
Liabilities
Deposits 4,575, 491 3,639, 155
Securities sold under agreenments to repurchase 8,471, 553 9, 601, 426
Liability on acceptances, guarantees, indemities and credits 303, 261 283, 698
O her liabilities 751, 227 671, 875
Equity and reserves 1,870, 481 1,224,943

The banking subsidiary is potentially liable under acceptances in respect of guarantees,
conmitrments and letters of credit, which is reported as liabilities in its bal ance sheet.
The subsi diary has equal and offsetting clains against custonmers in the event of a cal

on these conmmitnments, which is reported as assets. These ampunts are not included in

t he consol i dated bal ance sheet.

37. Contingent Liabilities

Various conpanies in the Goup are involved in certain |egal proceedings incidental to



the normal conduct of business. The managenment of these conpanies believ
of these proceedings,individually or in aggregate, will have a materia

38. Related Party Transacti ons and Bal ances

The followi ng transactions were carried out with associ ated conpani es:

es that none
effect on the G oup.

(a) Sal es of goods and services 2004 2003
$' 000 $' 000
Sal es of goods -
Dairy Industries Limted 19, 373 3,683
Carib Star Shipping Limted 1, 250 -
Fidelity Motors Limted 991 -
21,614 3,683
Sal es of services -
Dairy Industries Limted 1,061 10, 129
Ki ngst on Wharves G oup - 22,311
Carib Star Shipping Limted 642 1, 251
Fidelity Motors Limted 683 -
2,386 33,691
The above transactions were carried out in the normal course of business.
(b) Purchases of goods and services 2004 2003
$' 000 $' 000
Pur chases of goods -
Dairy Industries Limted 1, 000, 948 925, 849
Fidelity Motors Limted 3, 847 -
1, 004, 795 925, 849
2004 2003
$' 000 $' 000
Purchases of services -
Dairy Industries Limted - 9,152
Ki ngst on Wharves G oup - 38, 302

Carib Star Shipping Limted 7,701 5,101



Fidelity Motors Limted 4,902 -
Grace, Kennedy & Company Limted Pensi on Schene 565 -
13, 168 52, 555

The above transactions were carried out in the nornmal course of business.

(c) Year-end bal ances arising from sal es/ purchases of goods and services

2004 2003

$' 000 $' 000

Recei vabl e from associ ates 17,691 35, 605

Payabl e to associ at es 97, 931 106, 573

(d) Loans fromrelated parties
Loan from Chal l enge Enterprises Limted:

2004 2003
$' 000 $' 000
At begi nning of year 31, 888 28, 827
Addi tion - 3,061
Repaynent (17, 654) -
At end of year 14, 234 31, 888

Loan from Grace, Kennedy & Conpany Limited Pension Schene:
At beginning of year -
Addi tion 1,218 -

Repaynent - -
At end of year 1,218 -

The |l oan from Chall enge Enterprises Limted is interest free, and has no specified repaynent date.
The |l oan from Grace, Kennedy & Conpany Linited Pension Schenme attracts interest at 21.2% and
is repayabl e on 30 June 2006.



(e) Directors' renuneration
In 2004 the total renmuneration of the directors was as bel ow

2004 2003
$' 000 $' 000
Directors' enolunments -
Fees 7,730 6,670
Management renuneration (included in staff costs) 90, 512 76, 732
Pensi ons 9, 025 8, 808
107, 267 92,210
(f) Loans to associ ates
2004 2003
$' 000 $' 000
At begi nning of year 18, 540 21, 384
Loans advanced during year 3,928 -
Loan repaynents received (3, 040) (2, 844)
At end of year (Note 7) 19, 428 18, 540

The loans to associates were given in the normal course of business, with the exception

of the loan to Challenge Enterprises Linmted, which does not attract interest and does

not have a specific repayment date. The related interest incone was $946, 000

(2003 - $1,166,000). The other loans are due in 2005 and carry interest at 11% (2003-26% .
No provision was required in 2004 and 2003 for | oans nmade to associ ated undert aki ngs.

(g) Share options granted to directors

The aggregate nunber of share options granted to the directors of the conmpany during
2004 was nil (2003 - nil). The outstandi ng nunber of share options granted to the
directors of the company at the end of the year was 6,198,693 (7,827,792 at the end of 2003).

39. Post Bal ance Sheet Event

Jamai ca I nternational I|nsurance Conpany Ltd. (JIIC), a wholly owned subsidiary of Grace,
Kennedy & Conpany Ltd. has assumed the conplete portfolio of Jamaican policies held by Dyol
| nsurance Conpany Ltd. The cost of the transaction is $585, 000, 000, of which $113, 000, 000
is payable in cash and $472, 000,000 is attributed to the cost of unearned prem umreserve



that will result fromJIIC s issuance of the new policies. The coverage took effect from
March 7, 2005 for policies covering notor and acci dent classes; and from March 11, 2005 for
policies covering property classes.



