
DESNOES AND GEDDES LIMITED 
UNAUDITED OPERATING RESULTS 

FOR THE PERIOD ENDED SEPTEMBER 30, 2010 
 
 
The Directors wish to present the unaudited results of the Group for the period ended September 30, 

2010.  

 

2010 2009 change
J$m J$m %

Net sales value 2,691 2,755 (2)%
Trading profit 130 256 (49)%
Profit before tax 173 307 (44)%
Profit after tax 115 175 (34)%
Earnings per stock unit (cents) 4.08 6.23 (34)%

3-months ended September 30
Profit and Loss Summary

 

 
Performance Highlights 

 

Net sales value for the quarter was $2,691 million representing a 2% decline over the prior year and 

trading profit for the quarter was $130 million representing a 49% decline over the prior year. The 

impact of the ongoing weakness in the domestic economy along with the discriminatory SCT regime 

continue to have an adverse effect on our volume performance and as a result domestic net sales value 

for the quarter is down 11% on last year. Increased shipments to the USA resulted in a 15% increase in 

export net sales value. 

 

Cost of sales for the quarter at $1,768 million declined 1% versus the prior year with the business 

focusing on reducing cost through production and procurement efficiencies. 

 

The total marketing cost was $496 million (2009: $417 million). Of this amount, $301 million (2009: 

$327 million) was spent in the domestic segment. The export marketing cost was $105 million higher 

than the comparative period last year due to the timing of spend in 2010 being weighted to the second 

half of the year, the continued support of the Red Stripe Light launch in the USA and an increase in 

marketing investment in North America. 

 

Despite the prevailing rate of inflation the increase in general, selling and administration expenses was 

held to 8% above last year. 
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During the quarter the company sold properties that were not core to operations generating a $56 

million profit on sale. 

 

Profit after tax was down 34% on last year translating directly to earnings per stock unit of 4.08 cents 

(2009: 6.23 cents). 

Corporate Update  

 
The first quarter of the year got off to a great start with the latest cohort of Project Bartender students 

commencing their five-month course held in a simulated class environment at our on-site Sports Bar. A 

total of 40 students have been enrolled in the programme and they are scheduled to start their 

internships at the beginning of November for a period of two months.  

 

The refurbishment of the old Red Stripe brewery in Pechon Street as the permanent home for Learning 

for Life was completed and we are currently in the process of preparing it for other projects slated to 

come on stream by January 2011. 

 

Red Stripe is at the forefront of industry efforts to promote responsible drinking. In the last quarter we 

continued our efforts by working with Intelligent Multimedia, a company which delivers content to a 

targeted audience through a network of indoor installed 42” LCD screens. The Responsible Drinking 

WESTRN Method (WATER, EAT, SPACERS, avoiding TOP UPS, NO to drinking and driving) was 

broadcast free island-wide throughout holiday weekends. 

 
The Board wishes to thank all employees and our key stakeholders for their continued support and 

dedication to the organisation. 

 

 

 

      

_____________________________    _________________________ 

Richard Byles       Alan Barnes 

Chairman       Managing Director 

October 29, 2010      October 29, 2010 
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DESNOES & GEDDES LIMITED 
 
Notes to the Financial Statements 
September 30, 2010  
 
1. Identification 
  
 Desnoes & Geddes Limited (“the company”) is incorporated and domiciled in Jamaica and is a 

58% subsidiary of Udiam Holdings AB, a company incorporated in Sweden. The ultimate parent 
company is Diageo PLC, incorporated in the United Kingdom. The company’s registered office is 
located at 214 Spanish Town Road, Kingston 11. The principal activities of the company 
comprise the brewing, bottling and distribution of beers and stouts. 

 
2. Basis of preparation 
 

(a) Statement of compliance: 
 

 The financial statements are prepared in accordance with International Financial Reporting 
Standards (IFRS) and their interpretations, issued by the International Accounting 
Standards Board (IASB).  

 
(b) Basis of measurement: 
 
 The financial statements are prepared on the historical cost basis, except for available-for-

sale investments (other than those for which a reliable measure of fair value is not 
available), investment properties and certain classes of property, plant and equipment, 
which are carried at fair value. 

 
(c) Functional and presentation currency: 
 

The financial statements are presented in Jamaica dollars, which is the company’s 
functional currency.  All financial information presented has been rounded to the nearest 
thousand unless otherwise indicated. 
 

(d) Use of estimates and judgments: 
 

 The preparation of the financial statements requires management to make judgments, 
estimates and assumptions that affect the application of accounting policies and the 
reported amount of assets, liabilities, contingent assets and contingent liabilities at the 
reporting date and the income and expenses for the year then ended. Actual amounts could 
differ from those estimates. 

 
 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to 

accounting estimates are recognised in the period in which the estimate is revised, if the 
revision affects only that period, or in the period of the revision and future periods if the 
revision affects both current and future periods. 
 
The significant area of estimation uncertainty and critical judgments in applying accounting 
policies that have the most significant effect on the amount recognised in the financial 
statements is in respect of the measurement of defined benefit obligations and the fair value 
of certain available-for-sale investments. 
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DESNOES & GEDDES LIMITED 
 
Notes to the Financial Statements (Continued) 
September 30, 2010  
 
2. Basis of preparation (cont’d) 

 
(d) Use of estimates and judgments (cont’d): 

 
 The amounts recognised in the statements of financial position and income statements for 

pension and other post-retirement benefits are determined actuarially using several 
assumptions.  The primary assumptions used in determining the amounts recognised 
include expected long-term return on plan assets, the discount rate used to determine the 
present value of estimated future cash flows required to settle the pension and other post-
retirement obligations and the expected rate of increase in medical costs for post-retirement 
medical benefits. 

  
 The expected return on plan assets is assumed considering the long-term historical returns, 

asset allocation and future estimates of long-term investment returns. The discount rate is 
determined based on the estimate of yield on long-term government securities that have 
maturity dates approximating the terms of the company’s obligation. In the absence of such 
instruments in Jamaica, it has been necessary to estimate the rate by extrapolating from the 
longest-tenor security on the market. The estimate of expected rate of increase in medical 
costs is determined based on inflationary factors. Any changes in these assumptions will 
impact the amounts recorded in the financial statements for these obligations. 

 
 The carrying amount for available for sale investment is determined by a professional 

valuator using a maintainable earnings approach. Certain assumptions are made in respect 
of increased profitability, future tax rate, applicable multiple and discount rate for a 
minority share in an unquoted investment. 

  
 It is reasonably probable, based on existing knowledge, that outcomes within the next 

financial year that are different from these assumptions could require a material adjustment 
to the carrying amount reflected in the financial statements. 

 
 

3. Significant accounting policies 
 
 (a) Revenue: 

 
 Revenue from the sale of goods is measured at the fair value of the consideration received 

or receivable, net of returns and allowances, trade discounts, volume rebates and special 
consumption taxes. Revenue is recognised in the income statements when the significant 
risks and rewards of ownership have been transferred to the buyer, recovery of the 
consideration is probable, the associated costs and possible return of goods can be 
estimated reliably, and there is no continuing management involvement with the goods.   
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DESNOES & GEDDES LIMITED 
 
Notes to the Financial Statements (Continued) 
September 30, 2010  
 
3. Significant accounting policies 
 

(b)    Property, plant and equipment: 
 

( i) Items of property, plant and equipment are measured at cost, except for plant and 
equipment and freehold land and buildings which are measured at valuation, less 
accumulated depreciation and impairment losses. 

 
 (ii) Depreciation: 

 

 Depreciation is calculated on the straight-line basis at annual rates estimated to write 
off the carrying value of each asset over the period of its expected useful life.  Annual 
rates are as follows: 

 

 Buildings  2%-2½% 
 Plant and equipment  2%-12½% 
 Furniture, fixtures and computer equipment 25% 
 Vending equipment  20% 
 Returnable bottles  20% 

 Returnable crates  10% 
 

 The depreciation methods, useful lives and residual values are reassessed annually. 
 

(c) Inventories: 
 

Inventories are stated at the lower of cost and net realisable value.  The cost of inventories 
is based mainly on standard cost (which approximates to actual on a FIFO basis).  Standard 
cost, where applicable, includes an appropriate share of production overheads based on 
normal operating capacity.  Used cases and bottles (returnable packaging) which were 
previously stated at the customers’ deposit value, are now reclassified as property, plant 
and equipment.  Net realisable value is the estimated selling price in the ordinary course of 
business, less estimated costs of completion and selling expenses. 

 
(d) Taxation: 

 
  Income tax on the profit or loss for the year comprises current and deferred tax.  Income tax 

is recognised in the income statement except to the extent that it relates to items recognised 
directly to equity, in which case it is recognised in equity. 

 
 Current tax is the expected tax payable on the taxable income for the year, using tax rates 

enacted at the reporting date, and any adjustment to tax payable in respect of previous 
years. 

  
 Deferred tax is provided using the balance sheet liability method, providing for temporary 

differences between the carrying amounts of assets and liabilities for financial reporting 
purposes and the amounts used for taxation purposes. The amount of deferred tax provided 
is based on the expected manner of realisation or settlement of the carrying amount of 
assets and liabilities, using tax rates enacted at the reporting date. 
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DESNOES & GEDDES LIMITED 
 
Notes to the Financial Statements (Continued) 
September 30, 2010               
 
3.  Significant accounting policies (cont’d) 

 
(e) Employee benefits: 

 
  Employee benefits are all forms of consideration given by the group in exchange for 

service rendered by employees.  These include current or short-term benefits such as 
salaries, bonuses, NIS contributions, annual leave, and non-monetary benefits such as 
medical care and housing, post-employment benefits such as pension and other long-term 
employee benefits such as termination benefits.   
 

(f) Segment reporting: 
 

An operating segment is a component of the group that engages in business activities from 
which it may earn revenues and incur expenses, including revenue and expenses that relate 
to transactions with any of the group’s other components. All operating segments’ 
operating results are reviewed regularly by the groups CEO to make decisions about 
resources to be allocated to the segment and assess its performance, and for which discrete 
financial information is available. 

 

(g) Earnings per share: 
 
 The group presents basic earnings per share (EPS) data for its ordinary shares.  Basic EPS 

is calculated by dividing the profit or loss attributable to ordinary shareholders of the 
company by the weighted average number of ordinary shares outstanding during the year. 
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