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Chai rman' s Report

Year in Review - 2004

As we pursue our 2020 Vision of transform ng our conmpany from a Jamai can tradi ng conpany
to a gl obal consumer group with our roots in Jamaica, we have enbraced a new m ssion
statenment:

"To satisfy the unnet needs of Caribbean people wherever we live in the world."
Qur new vision statenent is:-

"We will grow |long term sharehol der val ue by satisfying the unmet needs
of Cari bbean people, through the tinmely delivery of desired products and
services to consuners wherever they may be | ocated, delivered by great
peopl e empowered with the right skills, necessary tools and a shared
vi sion"

| mbued with a renewed sense of purpose and a nore clearly defined expression of our essence,
position and personality we have introduced a new corporate | ogo. W believe that this wll

i dentify our corporate persona nmore clearly and consistently to our custonmers and partners.

The new corporate |logo is:



Gr aceKennedy

This is our newidentity and a solid representation of the values of honesty, integrity and
trust - the foundation on which Grace, Kennedy & Company Limted was built and continues to
operate. The official |aunch of the new corporate |ogo took place on G aceKennedy's birthday
whi ch was cel ebrated on February 14, 2005. The famliar Grace | ogo enclosed in its distinctive
ellipse will continue unchanged as our cherished food brand.

The Directors of Grace, Kennedy & Conpany Limted are pleased to report that the G oup

achi eved Revenues for the year of $30.70 billion (2003: $24.77 billion) an increase of $5.93
billion or 24% The Net Profit Attributable to Stockhol ders increased by $245.1 mllion over
t he correspondi ng period of 2003, noving from $1,980.2 mllion to $2,225.5 mllion, an

i ncrease of 12.4% This represents Earnings per Stock Unit of $6.87 (2003: $6.12). Cur
operating profits totalled $2,415.3 nillion, an increase of 21.6%in conparison to the pre-
vious year's, result of $1,986.3 nillion

Di vi dends paid to stockholders during the year totalled $291.9 mllion, a 38.9% i ncrease
over the $210.1 million paid in 2003. In keeping with our dividend policy, 13.1% of Profit
Attributable to Stockhol ders was paid out as dividends. The narket value of the Conpany
increased from $17.45 billion at the end of 2003 to $38.45 billion at the end of 2004, an
i ncrease of 120.0%

Hurricane Ivan which hit Jamaica on Septenber 10 - 11 had a negative effect on nost

busi nesses in Janmai ca causing disruption for varying periods of time, especially to those
busi nesses which produce and distribute goods. Qur factories and export activities were
adversely affected by the | oss of crops suffered by our suppliers and i nbound renittance
fees were discounted very heavily during that period to facilitate the rebuil ding process.
In October of l|ast year, the conpany |lowered its forecast for 2004 profits attributable to
sharehol ders to a range between 3% and 5% i ncrease over 2003. This was based on the consi-
deration of certain factors, which we took into account at the time, but our actual results
show a 12.4% i ncrease. These results reflect the following: Firstly, Hurricane Ivan did
have an overall adverse effect, but the group recovered nore quickly than expected. Secondly,
after actuarial review, our pension fund's 2004 surplus was larger than originally forecast.



Thirdly, three of our major activities - our donestic food business, our bank and our remt-
tance busi nesses performed substantially better than the forecast for the fourth quarter

Food Tradi ng

During the year, Grace, Kennedy (Ontario) Inc. acquired the assets of Elvico Sales Limted,
a beverage whol esal i ng conpany in Canada. This acquisition has contributed to doubling our
custoner base in Canada and increasing the distribution outlets for the G ace Brand products
especially the beverages. Grace-owned brands internationally grew to US$36 million, a 7%

i ncrease. 2004 was a year of heavy investnent in brand building through advertising and
promoti ons, and consequently this reduced profits in this segnent. Qur food brands are now
sold in 36 countries through 64 distributors.

World Brands Services Limted was appoi nted Jamaica's exclusive distributor for S.C. Johnson
a mj or US based conpany produci ng househol d products, which include outstandi ng brands such
as G ade air freshener, as well as Raid and Baygon insecti ci des.

Retail & Trading

The nerger between Hardware & Lunber Linmited and Rapid & Sheffield Conpany Limted has

been successful and has contributed to the increasingly positive results in sales and profits
for this division. Hardware & Lumber Linmited sold its janitorial business, Ofice Services
Limted, to Manpower & Maintenance Services Limted. Qur shareholding in Fidelity Mtors
Limted has been increased from15%to 30% and it is now accounted for as an associ at ed
conpany.

The installation of a major information systemwas carried out in H -Lo Food Stores (Janumica)
Limted. This systemis expected to inprove customer satisfaction at check-out, and to enable
better managenent of inventories thus ensuring a consistent availability of goods. This soft-
ware systemw || be extended to Hardware & Lunmber Linmited in 2005.

Fi nanci al Services

The Financial Services Division successfully conpleted the reorganisation of its banking
entities and its securities, pension managenent, |easing and stockbroki ng conmpani es during
the year. EC G obal Insurance Limted, a joint venture between Jamaica Internationa

I nsurance Conpany Limted and the Bank of St. Lucia Linmted, which offers general insurance
in St. Lucia, was officially launched at a function held at the Sandals Grande St. Lucian
Beach Resort & Spa on 26 Septenber. G aceKennedy and Guardi an Holdings Linmted entered into
a 50/50 joint venture to set up a conpany in Janaica which will offer health insurance. The
conmpany should begin to offer its services during the first half of 2005.



I nformati on Services

Qur noney transfer operations continued to grow during the year. Increasingly, conprehensive
conpl i ance programmes to conmbat noney | aundering have substantially added to the cost of
runni ng these businesses. Pricing initiatives undertaken with Wstern Union during the year
have resulted in satisfactory double digit transaction growth out of the USA and Canada.
These steady reductions in remttance fees appear to be stinulating an expansi on of the total
size of the remttance market, an encouragi ng devel opnment for the Cari bbean econom es that
we serve.

In the wake of Hurricane |Ivan, G aceKennedy and Western Union set up a special fund known

as the "GraceKennedy/Western Union Build Back Jamaica Initiative" to assist Jammicans in

need after the hurricane, and to provide a channel for Jamaicans in the Diaspora and Jamaica's
friends overseas to contribute easily and expeditiously to the rebuilding process in Jamaica.
Each conpany committed to 50% of the initial $30 mllion that was used to set up the fund.

Cari bbean Qutpost opened its second retail |ocation on North State Road in Lauderdal e Lakes,
Florida, to join the first such outlet in Brooklyn, New York.

Maritime Activities

We reported during the year that we were reviewi ng our involvenent in the maritime industry
as part of the process of streamining our core businesses and transform ng our conpany from
a Jammi can trading conpany to a gl obal consuner group. We divested our sharehol dings in

Ki ngston Wharves Linmted, sold the port equi pment and spare parts of Port Services Limted
and sold two of our shipping agencies to a fornmer board nmenber, M. Robert Kinlocke. W

take this opportunity to thank M. Kinlocke who resigned on Decenber 31, 2004, for his years
of valuable service as a Director of G aceKennedy and wi sh himevery success in his future
endeavours.

The two conpanies retained fromthe Maritinme division, Gace, Kennedy & (Conpany) Shipping
Limted and Port Services Limted continue to operate, with the former continuing to repre-
sent all its existing principals and the latter continuing to provide stevedoring services.
These conpani es are now under the corporate unbrella.

Managenment and Board Changes

On April 30, 2004, M. Adrian Wallace, Chief Risk Oficer for the GraceKennedy group retired
after 22 years of service. W thank himfor his dedicated service and wish hima contented
retirement M. Philip Al exander has been appointed Chief Ri sk Oficer and Ms. Jacqueline



Lecki e-Johnson, Chief Internal Auditor. The group has enbarked on a programe to enbed
enterprise ri sk managenent throughout its activities.

The Board of Directors wel comes the appointment of M. LeRoy Bookal as an external Director
of the conpany. M. Bookal, a Certified Internal Auditor and Certified Managenent Accountant,
cones with a wi de range of experience. He is the fornmer Auditor General of the World Bank,
retired General Auditor of Texaco Inc. and former Chairman of the International Institute

of Internal Auditors headquartered in the USA.

We pay tribute to the menory of the late Professor G adstone MIIs who was a | ong serving
director of the Grace, Kennedy Foundation. He joined the Foundation at its inception in 1982
and served as Chairman from 1989 until his retirenent in 2002.

Cor porate Social Responsibility

The Grace, Kennedy Foundation expanded its educational outreach by inaugurating a schol ar-
ship at the Edna Manl ey College for the Visual and Performng Arts. Also, of significance
was the Youth Synmposiumon the theme "My responsibilities as a citizen" which was attended
by over 150 young persons from hi gh schools, community coll eges, teachers' coll eges and
UTECH.

"The Citizen and the Law. Perspectives O d and New', was the title of the 2004 Grace,
Kennedy Foundation | ecture series which was presented by Queen's Counsel Dennis Mrrison.

The Grace and Staff Conmunity Devel opnent Foundation i ncreased the number of social inter-
vention officers fromthree to seven, and expanded the scope of their work. They hel ped to
solidify the work of the Central Kingston Task Team conprising our nei ghbourhood residents
deternmined to create a stable, peaceful environnent. The officers were active in coordina-
ting the inspection and assessnment of needs followi ng Hurricane Ivan. At the request of the
M ni ster of National Security, the Foundation presented the Social Intervention Roadmap,
which is an outline of working with comrunities to design and inpl enent devel opnental pro-
grammes using the participatory approach.

In addition, follow ng Hurricane Ivan, G aceKennedy provided relief supplies to Janmuica,
Grenada and Haiti.

Summer 2004 saw the roll out of GraceKennedy's Janmican Birthright Programe where second
and third generation Janmai cans overseas participated in an internship progranmre throughout
the GraceKennedy group. We received excellent feedback about the programre and appreciate



the courtesies extended to these students by the host fanilies.

In 2004, we invested J$15 million in equity in the Kingston City Centre |nprovenent Conpany
Limted to facilitate the redevel opnment and rehabilitati on of downtown Kingston

I nvesting in our People

In order to enhance our capabilities, we introduced in 2004 a managenent tool called the

Bal anced Scorecard. This managenment tool allows us to focus on the cause and effect relation-
shi ps between the devel opnment of our people, effective internal processes and custoner satis-
faction which ultimately lead to the financial results desired by our sharehol ders. This
process recogni zes the devel opnent and enpowerment of our people as the foundation for the

ot her areas, and has required our commitment to investing in our people as the source of our
ultimate conpetitive advantage.

During the latter part of the year, we initiated the Accel erated Devel opnent Programme where
by candi dates at both the junior and senior levels will be recruited, put through a process
of rotation and training and then placed in the various divisions.

Consequent to the stock option plan that was approved at GraceKennedy's annual genera

nmeeting in May 2003, options were offered to 66 managers and ot her personnel within the
group. This brings to 193 the nunber of people who have been offered stock options since the
plan's inception. Initial indications are that the plan is working well in retaining people
critical to the running of the group, as the turnover within this cadre in the [ast two years
has been | ess than 3% per annum

Qut | ook

We are optimstic about the future because of the conbination of our own Cari bbean peopl e
asking us to provide nore goods and services for them and because of the calibre of our
own enpl oyees within GraceKennedy who will nake this a reality. In 2000, we had set an
anbiti ous objective to earn at |east 50% of our profits from econom es outside of Jammica.
Even though we have increased the revenues and profits fromour internationally focussed
busi nesses, our growth in the domestic Jamai can econony has consistently exceeded our
expectations. Hence, in 2004 we earned 85% of our profits from busi nesses based on the
Jamai can econony.

Last year, we set a new stretch target which is to grow profits from econom es outside of
Jamai ca at 20% per annum We are in the process of assessing the resources needed to nmake
this becone a reality.



During 2004, GraceKennedy continued to prepare for the Cari bbean Single Market and Econony
by investing in building our brands throughout the Cari bbean and investing in our people
and processes outside of Jamaica. We are making the necessary preparations for listing on
the Eastern Cari bbean Stock Exchange which will increase opportunities for CARICOM citizens
to invest in GaceKennedy.

We appreciate the continued support of our custoners, consumers, suppliers and all stake-
hol ders in our efforts to provide better service and create greater value. The dedication
and commi tment of our team of directors, nmanagenent and staff has contributed to keeping
our conpany vi brant and strong.

Dougl as R. Orane
Chai rman & Chi ef Executive Oficer

March 16, 2005

CONSCLI DATED PROFI T AND LOSS ACCOUNT - Audited
YEAR ENDED 31 DECEMBER 2004

2004 2003

$' 000 $' 000

Revenues 30, 703, 792 24,765, 501
Expenses 28, 288, 527 22,779, 209
Trading Profit 2,415, 265 1,986, 292
O her operating i ncone 421,034 365, 027
Profit from Operations 2,836, 299 2,351, 319
Fi nance I ncome/ (costs) - net 313,777 206, 620
Share of results of associated conpanies 83, 065 110, 291
Profit before Taxation 3,233, 141 2,668, 230
Taxation 906, 162 627,712
Profit after Taxation 2,326,979 2,040,518

Mnority interest in results of subsidiaries 101, 712 60, 327



Net Profit Attributable to the Stockhol ders

Earni ngs per stock unit of $1.00
Basi c

Di | ut ed

CONSCLI DATED BALANCE SHEET -

31 DECEMBER 2004

NET ASSETS EMPLOYED

Non- Current Assets

Fi xed assets

Goodwi | |, Trademar ks

I nvestnents in associ ates
I nvest nent s

Long termreceivabl es
Deferred tax assets
Pensi on pl an asset

Current Assets

I nventori es

Recei vabl es

Long term recei vables - current
Taxati on recoverabl e

Cash and short terminvestnents

Current Liabilities
Payabl es
Pr ovi si ons

Audi t ed

2,225, 267 1,980, 191
$6. 87 $6.12
$6.72 $6. 01

Decemnber Decemnber
2004 2003

$' 000 $' 000
2,175, 647 2,166, 193
312, 751 258, 853
414, 516 1,614, 553
2,947,076 2,861, 197
1, 746, 285 537,077
601, 249 580, 700
4,409, 317 3, 897, 041
12, 606, 841 11, 915, 614
3,329, 331 2,596, 025
5, 636, 348 4,792, 884
789, 424 840, 090
531, 965 394, 907
29, 789, 656 24,805, 847
40, 076, 724 33, 429, 753

7,304, 489 5, 916, 603
8,979 76, 238



Taxati on

Bank and short term | oans

Long termliabilities - current
Deposits

Securities sold under agreenent to repurchase

Net Current Assets

FI NANCED BY

Equity

Share Capita

Capital and fair value reserves
Ret ai ned ear ni ngs

Reserve funds

Transl ati on gains

M nority Interest
Non-Current Liabilities

Long Term Liabilities
Deferred Tax Liabilities
Enpl oyee benefit obligations
Pr ovi si ons

Approved for issue by the Board of Directors on 16

behal f by:

D. R Oane D. G Wehby
Chai r man Chi ef Financi a

467, 916 211,524
2,052, 007 1,773, 247
177, 060 100, 198
4,185, 409 3, 344, 997
20, 335, 155 17,729, 384
34, 531, 015 29,152,191
5, 545, 709 4,277,562
18, 152, 550 16, 193, 176
325, 817 323, 466
2,955,592 3, 448, 660
8,017, 959 6, 009, 111
696, 529 643, 207
1,217, 365 1, 143, 895
13, 213, 262 11, 568, 339
507, 527 460, 032
1,474, 367 1,429, 491
2,103, 422 1, 890, 002
847, 456 839, 091

6, 516 6, 221
4,431, 761 4,164, 805
18, 152, 550 16, 193, 176

Mar ch 2005 and signed on its



CONSCLI DATED STATEMENT OF CHANGES IN EQU TY - Audited
YEAR ENDED 31 DECEMBER 2004

Capi tal and
No. of Shar e Fair Val ue Ret ai ned Reserve O her
Shar es Capit al Reserve Ear ni ngs Fund Reserves Tot a
' 000 $' 000 $' 000 $' 000 $' 000 $' 000 $' 000
Bal ance at 1 January 2003 323, 075 323, 075 3,236, 802 4,899, 671 321, 936 684, 994 9, 466, 478
Net gai ns/ (|l osses) not recognised in the profit
and | oss account, net of tax:
Forei gn currency translation adjustnments - - - - - 458, 901 458, 901
Reval uati on surpl us - - 31, 037 - - - 31, 037
Fair val ue adj ustnents - - (128, 964) - - - (128, 964)
O her - - 14, 330 - - - 14, 330
Tot al - - (83,597) - - 458, 901 375, 304
Restated Net profit - - - 1,980, 191 - - 1,980, 191

| ssue of bonus shares - - - -
| ssue of shares at a prem um 391 391 6, 915 - - - 7,306
Par val ue of bonus shares received - - - -
Transfers between reserves: - - - - -

To reserve funds - - - (321, 271) 321, 271 - -

To capital reserves - - - - - - - -
Profits capitalised in subsidiaries - - 294, 815 (294, 815) - - -

O her - - 1,715 (1, 715) - - -
From capital reserves - - (7,990) 7,990 - - -

O her - - - (50, 794) - - (50, 794)
Di vi dends - - (210, 146) - (210, 146)

Bal ance at 31 Decenber 2003 323, 466 323, 466 3, 448, 660 6, 009, 111 643, 207 1, 143, 895 11, 568, 339



Bal ance at 1 January 2004 323, 466 323, 466 3, 448, 660 6, 009, 111 643, 207 1, 143, 895 11, 568, 339
Net gai ns/ (|l osses) not recognised in the profit
and | oss account:
Forei gn currency translation adjustnments - - - - - 73,470 73,470
Reval uati on surpl us - - (658, 513) - - - (658, 513)
Fair val ue adj ustnents - - 326, 466 - - - 326, 466
O her - - (43, 938) - - - (43, 938)
Tot al - - (375, 985) - - 73,470 (302, 515)
Net profit - - - 2,225, 267 - - 2,225, 267
| ssue of bonus shares - - - - - - -
| ssue of shares at a prem um 2,351 2,351 71,541 - - - 73, 892
Par val ue of bonus shares received - - - - - - -
Transfers between reserves: - - - - - - -
To reserve funds - - - (53, 322) 53, 322 - -
From capital reserves - - (188, 624) 188, 624 - - -
O her - - - (59, 803) - - (59, 803)
Di vi dends - - - (291, 918) - - (291, 918)
Bal ance at 31 Decenber 2004 325, 817 325, 817 2,955,592 8,017, 959 696, 529 1,217, 365 13, 213, 262



CONSOLI DATED STATEMENT OF CASH FLOWAG -
YEAR ENDED 31 DECEMBER 2004

Audi t ed

2004 2003
$' 000 $' 000
SOURCES/ (USES) OF CASH
Operating Activities
Net profit 2,225, 267 1,980, 191
Adj ustnents for items not affecting cash, changes in
non- cash wor ki ng capital conponents and ot her, net (499, 882) (1,497, 715)
Cash provi ded by operating activities 1, 725, 385 482,476
Cash (used in)/provided by financing activities (526, 604) 1, 261, 884
Cash provided by/(used in) investing activities 334, 685 (1,376, 960)
I ncrease in cash and cash equival ents 1, 533, 466 367, 400
Cash and cash equi val ents at begi nni ng of year 2,160, 145 1, 667,918
Exchange and translation gains on net foreign cash bal ances 10, 253 124, 827
CASH AND CASH EQUI VALENTS AT END OF YEAR 3,703, 864 2,160, 145
FI NANCI AL | NFORVATI ON BY BUSI NESS SEGVENT - Audi t ed
YEAR ENDED 31 DECEMBER 2004
12 months to 31 Decenber 2004 Food Retail & Fi nanci al Consol i dati on
Tradi ng Tradi ng Servi ces Maritime Information Adj ust nent s Group
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000 $' 000
REVENUE
External sal es 11, 414,118 10, 467, 354 6, 021, 565 256, 889 2,543, 866 30, 703, 792
I nter-segnent sales 440, 875 2,814 130, 088 29, 297 - (603,074) -
Total Revenue 11, 854, 993 10, 470, 168 6, 151, 653 286, 186 2,543, 866 (603, 074) 30, 703, 792



RESULT

Segnent Resul t 144, 220 411, 191 1,173,610 (24, 720) 607, 615 20, 575 2,332,491
Unal | ocat ed i ncone 503, 808 503, 808
Profit from operations 2,836, 299
Fi nance income - net 244,684 (108, 294) 136, 459 10, 033 51, 470 (20, 575) 313,777
Share of associ ates 52,702 13, 441 (13, 846) 1,984 28,784 - 83, 065
Profit before Taxation 441, 606 316, 338 1, 296, 223 (12, 703) 687, 869 503, 808 3,233,141
Taxati on (906, 162)
Profit after Taxation 2,326,979
Mnority Interest (101, 712)
Net Profit 2,225, 267
12 months to 31 Decenber 2003 Food Retail & Fi nanci al Consol i dati on

Tradi ng Tradi ng Servi ces Maritime Information Adj ust nent s Group

$' 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 nter-segnment sales 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
RESULT
Segnment Result 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 operations 2,351, 319
Fi nance i nconme - net 114, 417 (70, 365) 112, 447 234 36, 375 13,512 206, 620
Share of associ ates 55, 840 1,251 (3,534) 55, 370 1, 364 - 110, 291
Profit before Taxation 496, 459 143, 330 991, 323 130, 640 510, 673 395, 805 2,668, 230
Taxation (627,712)
Profit after Taxation 2,040, 518
M nority Interest (60, 327)
Net Profit 1, 980, 191




