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ANNUAL LETTER TO SHAREHOLDERS 

Fellow Shareholders, 

Eppley produced earnings per share of $0.66 in 2016, a 20.4% return for shareholders. Our net 
asset value at the end of the year was $3.69 per share.  

Investment Strategy 
There is an old saying that just two competing forces drive markets: greed and fear.  

When we first wrote to you in 2013, fear was in the ascendency. The economy was in recession 
and inflation was almost in double digits. 

Not surprisingly, investors were in a foul mood. The stock market fell by 12.5% that year, a 
second straight year of decline. Credit markets were also choppy with interest rates high and 
terms tight for all but the most credit worthy of borrowers. 

We repositioned Eppley and developed our investment strategy in response to this environment. 
Believing that markets were incorrectly pricing credit risk, we focused exclusively on originating 
and investing in loans, leases, receivables and other forms of credit. Since then our emphasis has 
continued to be on areas overlooked by traditional financiers where attractive returns are the 
easiest to find, adjusted as always for the risk of loss. 

In last year’s letter, we wrote: 

“In 2016 we expect to see increased competition from other investors in the specific areas of the 
credit markets we occupy. This competition has the potential to make it more difficult to find 
attractive opportunities and could tip the balance of risk and reward.”  

The investment environment is markedly different today than it was in 2013 or even a year ago. 
We are experiencing some of the most favorable economic conditions in recent memory. The 
economy grew by almost 2% in 2016 and has now registered eight straight quarters of expansion. 
Inflation is at multi-decade lows. 



 

 

Investors’ animal spirits have awakened. After almost doubling in 2015, the stock market grew 
by 25% last year. Credit markets are also becoming looser. The Bank of Jamaica recently 
reported that credit conditions eased to their most favorable levels since they began collecting 
data in 2013 citing “lenders instituting more relaxed lending policies in their attempts at 
preserving or increasing market share.”  

At Eppley, we see these conditions at play daily. As fear has receded and greed has begun to 
assert itself, we now see banks and even pension funds in areas of the credit market that were 
vacant only a few years ago. Finding attractive opportunities in loans, leases and receivables is 
harder than it used to be. 

Eppley remains very small relative to the size of the market in which we operate. This luxury 
affords us the chance to cherry pick only the best opportunities if we are patient and have the 
discipline to walk away. Thankfully this means that while it is getting harder, we can still put 
capital to work in our core credit investments. 

We have also expanded our investment universe.  

For example, last year together with joint venture partners we made a large commercial real 
estate investment. That opportunity provided us with a chance to acquire a stream of tenanted 
cash flow at a higher yield than many investments in our credit portfolio. Furthermore, with the 
economy growing, inflation low and single digit mortgage rates, we also expect to see modest 
increases in the value of the property over time. 

We also recently formed the Caribbean Mezzanine Fund, an investment vehicle that Eppley co-
manages with our partners at NCB Capital Markets. The Fund allows us to take advantage of 
much broader set of opportunities by investing throughout the capital structure. It also allows us 
to invest much larger amounts of capital than we could using our own balance sheet alone and to 
look at deals across the entire Caribbean. We are pleased to a report that the Fund made its 
inaugural investment in the first quarter of 2017. 

We designed Eppley to be flexible and adaptive. As greed and fear continue to ebb and flow, 
market conditions will change. In response Eppley’s investment strategy will continue to evolve. 
Nevertheless, our commitment to generate consistent risk-adjusted returns for shareholders will 
remain unchanged. 

Portfolio  
At the end of 2016, our investment portfolio was $1.9 billion. The gross income yield on our 
portfolio was 14% and the average tenor of our investments was just over a year. Our 
delinquencies were negligible.  

A summary of our investment portfolio is outlined in the following table. 

 



 

 

Portfolio Summary 

 

Investment 
assets, 

millions  

Average 
yield, % 

Insurance premium finance 
receivables 

305.0 
 

15% 

Loans 907.0  16% 
Leases 392.0  14% 
Cash 297.3  6% 
Total  1,901.3  14% 

 

In our insurance premium finance business, we finance thousands of insurance premiums each 
year. We originate these receivables because of long-standing relationships with insurance 
companies and brokers who rely on Eppley to make insurance policies affordable for their 
customers. While we lend to policyholders, our loans are secured by unearned insurance 
premiums and so our ultimate credit risk is that of the insurer. This arrangement provides 
attractive returns with low credit risk.  

Historically, we have mainly financed personal lines premiums mostly for homeowners and 
motor vehicle insurance. Last year, we increasingly financed larger premiums for corporate 
clients. As a result, the size the portfolio more than doubled while our average yield fell. 

Our portfolio of loans also grew significantly last year. Our lending activities remain 
opportunistic and sporadic. We provide unsecured and secured loans to consumers and small 
businesses. At the same time, we also provide large structured loans to some of the most 
prominent firms in the country.  In all instances, counterparties rely on Eppley to provide flexible 
risk capital and tailored lending solutions when they are not readily available from traditional 
lenders. 

Our lease portfolio continued to expand in 2016. Eppley now owns motor vehicles and 
equipment worth almost $400 million which we in turn lease to various businesses. These 
counterparties chose to do business with Eppley because leases provide an efficient low-cost 
alternative to loans and yet are not widely available in Jamaica. Towards the end of the year, we 
closed the largest leasing transaction in our history. 

Funding and Capitalization 
Last year we raised capital twice. In May, we completed a $317 million rights issue of our 
ordinary shares which was fully subscribed by existing investors. In November, we continued 
our preference share program with a $361 million new issue. The new preference shares carry a 
dividend yield significantly lower than our other outstanding issues and helped lower our overall 
cost of funds. 



 

 

At the end of the year our cash position was $297 million. Our leverage ratio including our 
preference shares was 1.9x. Our average effective cost of debt was about 10%.  

Stock Split 
Following the approval of our shareholders, in the fourth quarter we subdivided each of our 
ordinary shares into 150 ordinary shares. Unless otherwise noted, all per share data in this and 
future reports including historical information reflects the stock split. 

Financial Performance 
Our profit after tax in 2016 was $106.7 million or a 20% return on average shareholders’ equity. 
Adjusted for the depreciation of the US dollar, this represents a 13.3% return in hard currency. 

Shareholders should note that our profit last year included an unrealized gain on the purchase of 
commercial real estate owned by our joint venture. The $30.5 million unrealized gain is mainly 
our share of the difference between the price we paid to acquire the property and its fair value as 
appraised by an independent valuator. While we expect the value of the property to increase over 
time, there is no question that this one-time gain is extraordinary and non-recurring.  

Excluding the effects of this gain, our profit last year was $76.2 million. This still is materially 
higher than our $56.4 million of profits in 2015 (and incidentally is the highest annual profit in 
Eppley’s history). It also represents a respectable 14.5% return on average shareholders’ equity. 

Dividends 
Eppley paid ordinary dividends of $0.11 per share in the last three quarters of 2016. In the first 
quarter of 2017, the Board also declared a dividend of $0.26 per share. Consistent with our 
dividend policy, Eppley distributed the vast majority of its 2016 profit to shareholders excluding 
the unrealized gains from our property investment. 

Subject to Board discretion, we aim to maintain this dividend policy in 2017. 

Operations 
Eppley’s day to day affairs are managed by a team of a dozen dedicated professionals. As the 
size and scope of our business has grown, this reliable group has managed the business with 
distinction. We thank them for their judgement, hard work and dedication to Eppley. 

      ----- 

In summary, 2016 was a good year. Even excluding the effects of the gain on our commercial 
real estate investment, Eppley delivered acceptable returns to shareholders.  

 

 



 

 

In 2017, we expect to continue to selectively originate and invest in credit, deploy the capital we 
manage in the Caribbean Mezzanine Fund and seize on opportunities in our expanding 
investment universe. 

 

 

 

 

 

  



 

 

 

NOTICE OF ANNUAL GENERAL MEETING 

NOTICE IS HEREBY GIVEN THAT the annual general meeting of EPPLEY LIMITED (“the 
Company”) will be held at 10:00am on June 20, 2017 at 58 Half Way Tree Road for the 
shareholders to consider, and if thought fit, to pass the following resolutions: 

Ordinary Resolutions 

1. To receive the report of the Board of Directors and the audited accounts of the Company 
for the financial year ended December 31, 2016. 
 

2. To authorise the Board of Directors to reappoint PricewaterhouseCoopers as the auditors 
of the Company, and to fix their remuneration. 
 

3. To reappoint the following Directors who have resigned by rotation in accordance with 
the Articles of Incorporation and being eligible have consented to act on reappointment. 
 
(a) Melanie Subratie 
(b) Sharon Donaldson 
(c) Nigel Clarke 

 
4. To authorise the Board of Directors to fix the remuneration of the Directors. 

Dated this 28th day of April 2017 by order of the Board of Directors. 

 

Nigel L. Clarke 
Chairman 

  



 

 

DIRECTORS’ REPORT 

The Directors are pleased to present their report for EPPLEY LIMITED for the financial year 
ended December 31, 2016. 

Financial Results 
The Statement of Comprehensive Income for the Company shows pre-tax profit of $106.9 
million and net profit for the year of $106.7 million. Details of these results, along with a 
comparison with the previous year’s performance and the state of affairs of the Company are set 
out in the Annual Letter to Shareholders and the Financial Statements which are included as part 
of this Annual Report. 

Directors 
The Directors of the Company as at December 31, 2016 are: Nigel Clarke, Nicholas Scott, P.B. 
Scott, Melanie Subratie, Sharon Donaldson, Jennifer Scott, Keith Collister, Byron Thompson, 
Maxim Rochester and Alexander Melville. 

The Directors to retire by rotation in accordance with the Articles of Incorporation are Melanie 
Subratie, Sharon Donaldson and Nigel Clarke but being eligible will offer themselves for 
reelection. 

Auditors 
The auditors of the Company, PricewaterhouseCoopers of Scotiabank Centre, Duke Street, 
Kingston, Jamaica have expressed their willingness to continue in office. The Directors 
recommend their reappointment.  

On behalf of the Board of Directors, 

 

Nigel L. Clarke 
Chairman 

 

 

  



 

 

TEN LARGEST SHAREHOLDERS  
(at December 31, 2016) 

Stony Hill Capital Limited 48,097,800 
ATL Group Pension Fund Trustees Nominee Limited 48,052,050 
Shani Limited 20,598,900 
General Accident Insurance Company (Jamaica) Limited 17,653,200 
Coldharbour Partners Inc. 15,244,350 
Curmudgeon Limited 8,283,000 
Michael Subratie 8,040,450 
Jennifer Scott 7,002,150 
Ravers Limited 5,348,700 
Musson (Jamaica) Limited 2,749,800 
  

 

SHAREHOLDINGS OF DIRECTORS  
(at December 31, 2016) 

  Direct  Connected 
Nigel Clarke               795,750                 20,598,900   
Melanie Subratie                      -          20,403,300  
Nicholas Scott -                 23,527,350   
Sharon Donaldson                  786,450                  -   
Jennifer Scott                      7,002,150                   -   
Keith Collister                      -                   -   
Byron Thompson               483,750                  -   
Maxim Rochester               956,850                  -   
P.B. Scott - 20,403,300 
Alexander Melville                      -                 -   
   

 

SHAREHOLDINGS OF EXECUTIVES 
(at December 31, 2016) 

  Direct  Connected 
Nadia Jervis                  1,016,400                                  -   
Justin Nam 1,357,050 - 
Jacquelin Watson                      1,024,650                   -   

 

 

 



 

 

CORPORATE DATA 

Registered Office 
58 Half Way Tree Road 
Kingston, Jamaica W.I. 

Auditor and Tax Adviser 
PricewaterhouseCoopers 

Scotiabank Centre 
Kingston, Jamaica W.I. 

Bankers 
First Global Bank 
2 St. Lucia Avenue 

Kingston, Jamaica W.I. 

JMMB Merchant Bank 
6-8 Grenada Way 

Kingston, Jamaica W.I. 

National Commercial Bank 
32 Trafalgar Road 

Kingston, Jamaica W.I. 

Sagicor Bank 
60 Knutsford Boulevard 
Kingston, Jamaica W.I. 

Bank of Nova Scotia Ja. Ltd. 
Scotia Centre 

Kingston, Jamaica W.I. 

Attorneys-at-law 
Clinton Hart 

58 Duke Street 
Kingston, Jamaica W.I. 

DunnCox 
48 Duke Street 

Kingston, Jamaica W.I. 

Patterson Mair Hamilton 
85 Hope Road 

Kingston, Jamaica W.I. 



 

 

Registrar 
Jamaica Central Securities Depository 

40 Harbour Street 
Kingston, Jamaica W.I. 

 

 

  















































































 

 

PROXY FORM 

A member entitled to attend and vote at the Annual General Meeting is entitled to appoint a 
Proxy to vote on her behalf. A Proxy need not be a member. A suitable form of Proxy is below. 

The Proxy must be signed and deposited, duly stamped with duty at the Stamp Office, at the 
registered office of EPPLEY LIMITED at 58 Half Way Tree Road, Kingston, Jamaica, W.I. not 
less than 48 hours prior to the meeting. 

I/We, ________________________________________________________ 

 Name(s) of Shareholder(s) 

of, __________________________________________________________ 

 Address(es) of Shareholder(s) 

in the parish of __________, being a member(s) of Eppley Limited 

hereby appoint, ______________________________________________ 

    Name of Proxy 

of, __________________________________________________________ 

 Address of Proxy 

or failing him, ______________________________________________ 

    Name of Alternative Proxy 

of, __________________________________________________________ 

 Address of Alternative Proxy 

as my Proxy/our Proxy to vote on my/our behalf at the Annual General Meeting to be held on 
June 20, 2017. 

This form is to be used IN FAVOUR of resolutions numbered_____. 

This form is to be used AGAINST resolutions numbered_____. 

Signed this ______ day of _______ 2017. 

_________________________ 

Signatures(s) of Shareholder(s) 



58 HALF WAY TREE ROAD
KINGSTON, JAMAICA




