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INDEPENDENT AUDITORS’ REPORT 

 

To the Members of  

TROPICAL BATTERY COMPANY LIMITED 

 

 

Report on the Audit of the Financial Statements 

 

Opinion 

 

We have audited the financial statements of Tropical Battery Company Limited 

(“the company”), set out on pages 8 to 46, which comprise the statement of 

financial position as at September 30, 2020, the statements of profit or loss and 

other comprehensive income, changes in shareholders’ equity and cash flows for 

the year then ended, and notes, comprising significant accounting policies and 

other explanatory information. 

 

In our opinion, the accompanying financial statements give a true and fair view of 

the financial position of the company as at September 30, 2020, and of its 

financial performance and cash flows for the year then ended in accordance with 

International Financial Reporting Standards (IFRS) and the Jamaican Companies 

Act. 

 

Basis for Opinion 

 

We conducted our audit in accordance with International Standards on Auditing 

(ISAs). Our responsibilities under those standards are further described in the 

Auditors’ Responsibilities for the Audit of the Financial Statements section of our 

report. We are independent of the company in accordance with the International 

Ethics Standards Board for Accountants International Code of Ethics for 

Professional Accountants including International Independence Standards (IESBA 

Code), and we have fulfilled our other ethical responsibilities in accordance with 

the IESBA Code. We believe that the audit evidence we have obtained is 

sufficient and appropriate to provide a basis for our opinion.  

KPMG 

Chartered Accountants 

P.O. Box 436 

6 Duke Street 

Kingston 

Jamaica, W.I. 

+1 (876) 922-6640 

firmmail@kpmg.com.jm 
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INDEPENDENT AUDITORS’ REPORT (CONT’D) 

 

To the Members of 

TROPICAL BATTERY COMPANY LIMITED 

 

 

Report on the Audit of the Financial Statements (continued) 

 

Key Audit Matter 

 

Key audit matter is a matter that, in our professional judgment, was of most 

significance in our audit of the financial statements of the current period. This 

matter was addressed in the context of our audit of the financial statements as a 

whole, and in forming our opinion thereon, and we do not provide a separate 

opinion on this matter.  

 

Carrying amount of trade receivables 

 
 

Key audit matter How the matter was addressed in 

our audit 

The company has a significant 

concentration of credit risk with large 

credit customers with material 

balances both individually and in 

aggregate. 

 

The company is required to 

recognise expected credit losses 

(‘ECL’) on trade receivables 

measured at amortised cost. The 

determination of ECL is highly 

subjective and requires management 

to make significant judgements and 

estimates and the application of 

forward-looking information.   

Our audit procedures in response to 

this matter, included:  

 Testing manual controls over the 

recording of trade receivables, 

collections and the ageing of 

invoices.  
 

 Testing the company’s recording 

and ageing of trade receivables. 

 

 Using the appropriate KPMG 

specialist, we reviewed the 

expected credit loss (ECL) model 

calculations and agreed the data 

inputs. 
 

 Comparing the definition of default 

for the ECL measurement, as 

outlined in the accounting policy, 

against the definition that 

management uses for credit risk 

arrangements. 
 

 Evaluating the appropriateness of 

economic parameters including the 

use of forward looking information. 
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INDEPENDENT AUDITORS’ REPORT (CONT’D) 
 

To the Members of 

TROPICAL BATTERY COMPANY LIMITED 
 

 

Report on the Audit of the Financial Statements (continued) 
 

Carrying amount of trade receivables (continued) 
 

Key audit matter How the matter was addressed in 

our audit 

The economic impact of Covid 19 on 

trade receivables has resulted in 

increased judgement in the 

following: 

 

 The identification of significant 

increase in credit risks, which 

now included Covid-19 related 

qualification factors. 

 The incorporation of forward 

looking information, reflecting a 

range of possible future 

economic conditions which are 

highly uncertain. 

 The combination of estimates and 

judgements increases the risk 

that management’s estimate 

could be materially misstated 

[see notes 4(p), 5 and 24(a) of the 

financial statements]. 

Our audit procedures in response to 

this matter, included (continued):  

 

 Testing the accuracy of the ECL 

calculation. 

 Evaluating the adequacy of the 

allowance for impairment 

recognised in respect of the 

company’s trade receivables by 

assessing management’s 

assumptions used including 

determining compliance with the 

requirements of IFRS 9, Financial 

Instruments. 

 Assessing whether disclosures in 

the financial statements are 

adequate in respect of the 

company’s exposure to credit risk 

and measurement of allowance 

for ECL.  

 

Other Information 
 

Management is responsible for the other information. The other information 

comprises the information included in the annual report but does not include the 

financial statements and our auditors’ report thereon.  The annual report is 

expected to be made available to us after the date of this auditors’ report. 
 

Our opinion on the financial statements does not cover the other information 

and we will not express any form of assurance conclusion thereon. 

In connection with our audit of the financial statements, our responsibility is to 

read the other information identified above when it becomes available and, in 

doing so, consider whether the other information is materially inconsistent with 

the financial statements or our knowledge obtained in the audit, or otherwise 

appears to be materially misstated.  
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INDEPENDENT AUDITORS’ REPORT (CONT’D) 

 

To the Members of 

TROPICAL BATTERY COMPANY LIMITED 

 

 
Report on the Audit of the Financial Statements (continued) 

 

Other Information (cont’d) 

 

When we read the annual report, if we conclude that there is a material 

misstatement therein, we are required to communicate the matter to those 

charged with governance. 

 

Responsibilities of Management and Those Charged with Governance for the 

Financial Statements 

 

Management is responsible for the preparation of financial statements that give a 

true and fair view in accordance with IFRS and the Jamaican Companies Act, and 

for such internal control as management determines is necessary to enable the 

preparation of financial statements that are free from material misstatement, 

whether due to fraud or error. 

 

In preparing the financial statements, management is responsible for assessing 

the company’s ability to continue as a going concern, disclosing, as applicable, 

matters related to going concern and using the going concern basis of accounting 

unless management either intends to liquidate the company or to cease 

operations, or has no realistic alternative but to do so. 

 

Those charged with governance are responsible for overseeing the company’s 

financial reporting process. 

 

Auditors’ Responsibilities for the Audit of the Financial Statements 

 

Our objectives are to obtain reasonable assurance about whether the financial 

statements as a whole are free from material misstatement, whether due to 

fraud or error, and to issue an auditors’ report that includes our opinion. 

Reasonable assurance is a high level of assurance, but is not a guarantee that an 

audit conducted in accordance with ISAs will always detect a material 

misstatement when it exists. Misstatements can arise from fraud or error and are 

considered material if, individually or in the aggregate, they could reasonably be 

expected to influence the economic decisions of users taken on the basis of 

these financial statements.  

 

A further description of our responsibilities for the audit of the financial 

statements is included in the Appendix to this auditors’ report. This 

description, which is located at pages 6 to 7, forms part of our auditors’ 

report.  
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INDEPENDENT AUDITORS’ REPORT (CONT’D) 

 

To the Members of 

TROPICAL BATTERY COMPANY LIMITED 

 

 

Report on additional matters as required by the Jamaican Companies Act 

 

We have obtained all the information and explanations which, to the best of our 

knowledge and belief, were necessary for the purposes of our audit. 

 

In our opinion, proper accounting records have been maintained, so far as 

appears from our examination of those records, and the financial statements, 

which are in agreement therewith, give the information required by the Jamaican 

Companies Act in the manner required. 

 

The engagement partner on the audit resulting in this independent auditors’ 

report is Nyssa Johnson. 

 

 

 

 

CHARTERED ACCOUNTANTS 

Kingston, Jamaica 

 

January 15, 2021 
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INDEPENDENT AUDITORS’ REPORT (CONT’D) 

 

To the Members of 

TROPICAL BATTERY COMPANY LIMITED 

 

 

Appendix to the Independent Auditors’ report 

 

As part of an audit in accordance with ISAs, we exercise professional judgment and 

maintain professional skepticism throughout the audit. We also: 

 

 Identify and assess the risks of material misstatement of the financial 

statements, whether due to fraud or error, design and perform audit 

procedures responsive to those risks, and obtain audit evidence that is 

sufficient and appropriate to provide a basis for our opinion. The risk of not 

detecting a material misstatement resulting from fraud is higher than for one 

resulting from error, as fraud may involve collusion, forgery, intentional 

omissions, misrepresentations, or the override of internal control. 

 

 Obtain an understanding of internal control relevant to the audit in order to 

design audit procedures that are appropriate in the circumstances, but not for 

the purpose of expressing an opinion on the effectiveness of the group’s 

internal control. 

 

 Evaluate the appropriateness of accounting policies used and the 

reasonableness of accounting estimates and related disclosures made by 

management. 

 

 Conclude on the appropriateness of management’s use of the going concern 

basis of accounting and, based on the audit evidence obtained, whether a 

material uncertainty exists related to events or conditions that may cast 

significant doubt on the company’s ability to continue as a going concern. If 

we conclude that a material uncertainty exists, we are required to draw 

attention in our auditors’ report to the related disclosures in the financial 

statements or, if such disclosures are inadequate, to modify our opinion. Our 

conclusions are based on the audit evidence obtained up to the date of our 

auditors’ report. However, future events or conditions may cause the 

company to cease to continue as a going concern. 

 

 Evaluate the overall presentation, structure and content of the financial 

statements, including the disclosures, and whether the financial statements 

represent the underlying transactions and events in a manner that achieves 

fair presentation. 
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INDEPENDENT AUDITORS’ REPORT (CONT’D) 

 

To the Members of 

TROPICAL BATTERY COMPANY LIMITED 

 

 
Appendix to the Independent Auditors’ report (continued) 

 

We communicate with those charged with governance regarding, among other 

matters, the planned scope and timing of the audit and significant audit findings, 

including any significant deficiencies in internal control that we identify during our 

audit. 

 

We also provide those charged with governance with a statement that we have 

complied with relevant ethical requirements regarding independence, and 

communicate with them all relationships and other matters that may reasonably 

be thought to bear on our independence, and where applicable, actions taken to 

eliminate threats or safeguards applied. 

 

From the matters communicated with those charged with governance, we 

determine those matters that were of most significance in the audit of the 

financial statements of the current period and are therefore the key audit 

matters. We describe these matters in our auditors’ report unless law or 

regulation precludes public disclosure about the matter or when, in extremely 

rare circumstances, we determine that a matter should not be communicated in 

our report because the adverse consequences of doing so would reasonably be 

expected to outweigh the public interest benefits of such communication. 
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TROPICAL BATTERY COMPANY LIMITED 
 
Statement of Financial Position 
September 30, 2020  
 

 

 
 Notes 2020 2019* 
CURRENT ASSETS 
 Cash and cash equivalents  262,502,567 143,238,834 
 Accounts receivable 5 299,986,594 282,229,637 
 Due from related companies 6(a) 154,049,214 273,032,432 
 Due from parent company 6(b) 23,385,227 23,385,227 
 Due from directors 6(c) -          2,163,107 
 Inventories 7    299,609,370    450,133,458 

   1,039,532,972 1,174,182,695 
CURRENT LIABILITIES 
 Accounts payable 8 115,511,333 192,519,411 
 Short-term loan 9 100,000,000 -           
 Current portion of lease liabilities 12(b) 14,415,231 -           
 Taxation payable          5,931,345      20,145,192  

       235,857,909    212,664,603 

NET CURRENT ASSETS     803,675,063    961,518,092 
 

NON-CURRENT ASSETS 
Intangible assets 10 38,133,005 38,133,005 
Property, plant and equipment 11 161,908,088 70,026,094 
Right of use assets 12(a) 172,400,723 -          
Employee benefits  13 35,517,000 41,678,000 
Deferred tax asset 14             -                21,368,373 

     407,958,816    171,205,472 

  $1,211,633,879 1,132,723,564 

Represented by: 
SHAREHOLDERS’ NET EQUITY 
 Share capital 15 156,675,300 370,000 
 Capital contribution 16 459,207,861 459,207,861 
 Accumulated profit     119,162,741      87,499,947 

      735,045,902    547,077,808 
NON-CURRENT LIABILITIES 

 

Lease liabilities 12(b) 161,423,393 -          
Long-term loans 17    307,668,546    585,645,756 
Deferred tax liability 14        7,496,038            -            

  $1,211,633,879 1,132,723,564 
 

The financial statements, on pages 8 to 46, were approved for issue by the Board of Directors on                          
January 15, 2021 and signed on its behalf by: 
 
 
 
  Director       Director 
 
Marc Melville  Alexander Melville 
 
(*Reclassification see note 17) 

The accompanying notes form an integral part of the financial statements. 



9 

TROPICAL BATTERY COMPANY LIMITED 

Statement of Profit or Loss and Other Comprehensive Income 
Year ended September 30, 2020  

The accompanying notes form an integral part of the financial statements. 

Notes 2020 2019

Gross operating revenue 18 1,867,149,083 1,742,620,392 
Cost of operating revenue 19(a) (1,298,237,958) (1,228,594,924) 

Gross profit    568,911,125    514,025,468 
Administration, marketing and selling 
 expenses 19(b) (   440,136,537) (   400,894,080) 
Impairment loss on trade receivables 24(a) (       6,364,542)        1,142,520 

(   446,501,079) (   399,751,560) 

Operating profit 122,410,046 114,273,908 
Other operating income 19(c)      13,715,756        9,094,081 

Profit before depreciation, net finance costs 
  and taxation 19(d) 136,125,802 123,367,989 
Depreciation 11,12 (     33,350,517) (     23,874,249) 

Profit before net finance costs and taxation    102,775,285      99,493,740 

Finance costs (     45,024,129) (     19,290,680) 
Finance income       2,824,912        6,380,923 

Net finance costs 20 (     42,199,217) (      12,909,757) 

Profit before taxation 60,576,068 86,583,983 
Taxation 21 (     31,239,774) (      23,686,282) 

Profit for the year      29,336,294       62,897,701 

Other comprehensive income/(loss) 

Items that will not be reclassified to profit or loss 

Re-measurement gain/(loss) on employee 
  benefit assets 13(f) 3,102,000 (     16,317,000) 
Related taxation on re-measurement 14(b) (          775,500)        4,079,250 

Other comprehensive income/(loss), net of tax        2,326,500 (     12,237,750) 

Total comprehensive income for the year $     31,662,794      50,659,951 

Earnings per stock unit 22 $0.034 0.075 
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TROPICAL BATTERY COMPANY LIMITED 

Statement of Changes in Shareholders’ Net Equity 
Year ended September 30, 2020 

The accompanying notes form an integral part of the financial statements. 

 Share Capital Accumulated
capital contribution   profit     Total 

(note 15) (note 16)  

Balances as at October 1, 2018   370,000 459,207,861   36,839,996 496,417,857 

Profit for the year 62,897,701 62,897,701 
Other comprehensive loss: 
Re-measurement loss on employee 
   benefit asset, net of taxation  -    -   (  12,237,750) (  12,237,750) 

Total comprehensive income  -    -        50,659,951   50,659,951 

Balances as at September 30, 2019 370,000 459,207,861   87,499,947 547,077,808 
Transaction recorded directly in equity: 
   Issue of shares (note 15) 156,305,300 -  -  156,305,300 
Profit for the year -  -  29,336,294 29,336,294 
Other comprehensive income: 
Re-measurement income on employee 
   benefit asset, net of taxation  -    -          2,326,500     2,326,500 

Total comprehensive income  -                    -           31,662,794   31,662,794 

Balances as at September 30, 2020 $156,675,300 459,207,861 119,162,741 735,045,902 
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TROPICAL BATTERY COMPANY LIMITED 

Statement of Cash Flows 
Year ended September 30, 2020 

The accompanying notes form an integral part of the financial statements. 

Notes 2020 2019

CASH FLOWS FROM OPERATING ACTIVITIES 
Profit for the year 29,336,294 62,897,701 
Adjustment to reconcile net profit for the year   
   to net cash used by operating activities: 

  Employee benefits 9,263,000 1,807,000 
  Depreciation 11,12 33,350,517 23,874,249 
  Taxation expense  21 31,239,774 23,686,282 
  Interest on loans 20 26,111,669 9,786,620 

Interest on lease liabilities 20 7,010,725 -        
     Amortisation of debt issuance costs 2,022,790 505,697 

Interest income 20 (    2,374,833) (    1,707,316) 
Loss/(gain) on disposal of property, 
     plant and equipment 19(b),(c)        36,046 (    5,476,774) 

135,995,982 115,373,459 
Changes in working capital: 
Accounts receivable (  17,756,957) (   2,483,247) 
Due from related companies 118,983,218 33,214,155 
Due from parent company - (       480,276)

 Inventories  150,524,088 28,323,244
Accounts payable (  77,008,078) (  23,240,290) 
Due from directors     2,163,107 (         80,520) 

Cash generated by operations  312,901,360 150,626,525
 Interest received 2,374,833 1,707,316 

Interest paid (  26,111,669) (    5,993,208) 
Taxation paid (  17,364,710) (           2,441) 

Net cash provided by operating activities 271,799,814 146,338,192 

CASH FLOW FROM INVESTING ACTIVITIES 

Proceeds from the sale of property, plant and equipment 50,001 10,000,000 

Purchase of property, plant and equipment 11 (114,717,193) (  21,992,490) 

Net cash used by investing activities (114,667,192) (  11,992,490) 

CASH FLOW FROM FINANCING ACTIVITIES 
Issue of shares 15 156,305,300 -         
Proceeds from short-term/long-term loan   9 100,000,000 300,000,000 

       Debt issuance costs - (   10,113,950)
Payment of lease liabilities 12(d) (  14,174,189) -         
Repayment of Long-term loan  (280,000,000) ( 359,569,894)

     Net cash used by financing activities (  37,868,889) (  69,683,844) 

Net increase in cash and cash equivalents  119,263,733   64,661,858 
Cash and cash equivalents at the beginning of the year 143,238,834   78,576,976 

Cash and cash equivalents at the end of the year $262,502,567 143,238,834 
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TROPICAL BATTERY COMPANY LIMITED 
 
Notes to the Financial Statements (Continued) 
September 30, 2020  
 

 

 

1. Corporate structure and principal activities 
 

The company is incorporated in Jamaica and its registered office is situated at 30 Automotive 
Parkway, Kingston 20, Jamaica. 
 

Up to September 30, 2015, the company was a wholly owned subsidiary of Melville Enterprises 
Limited, a company incorporated in Jamaica, which in turn is a subsidiary of Archer Caribbean 
Inc., a company incorporated in the British Virgin Islands. 
 

 Pursuant to a deed of amalgamation between various companies in the group, effective 
September 30, 2015, the company became a wholly-owned subsidiary of Dai Diverze (Jamaica) 
Limited, (parent company), a company incorporated in Jamaica, which in turn is a wholly owned 
subsidiary of Diverze Assets Inc., (ultimate parent company) a company incorporated in St. 
Lucia. 

 

The company listed on the Junior Market of the Jamaica Stock Exchange (JSE) on September 
29, 2020. As a result, the company is a 75% subsidiary of Dai Diverze (Jamaica) Limited. 
 

The principal activities of the company are the sale and distribution of auto batteries and 
accessories.  

 

2. Statement of compliance, basis of preparation  
 
 (a) Statement of compliance: 

 

The financial statements have been prepared in accordance with International Financial 
Reporting Standards (IFRS) and their interpretations issued by the International 
Accounting Standards Board and comply with the provisions of the Jamaica Companies 
Act. 
 
New revised and amended standards that became effective during the year: 

 

Certain new and amended standards that were in issue came into effect during the 
current financial year. None of these standards had a significant impact on these 
financial statements except for IFRS 16, Leases, which have been applied from 
October 1, 2019.  
 
Changes to significant accounting policies are described in note 3. 
 
 

 New and amended standards issued and interpretations that are not yet effective: 

 
At the date of authorisation of the financial statements, certain new and amended standards 
and interpretations have been issued which are not yet effective and which the company 
has not yet adopted: 
 

 Amendment to IAS 1, Presentation of Financial Statements and IAS 8, Accounting 

Policies, Changes in Accounting Estimates and Errors is effective for annual periods 
beginning on or after January 1, 2020, and provides a definition of ‘material’ to 
guide preparers of financial statements in making judgements about information to 
be included in financial statements. 
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TROPICAL BATTERY COMPANY LIMITED 
 
Notes to the Financial Statements (Continued) 
September 30, 2020  
 

 
2. Statement of compliance, basis of preparation (cont’d) 
 
 (a) Statement of compliance (cont’d): 

 
 New and amended standards issued and interpretations that are not yet effective 

(continued): 

 

 Amendment to IAS 1, Presentation of Financial Statements and IAS 8, Accounting 

Policies, Changes in Accounting Estimates and Errors is effective for annual periods 
beginning on or after January 1, 2020 (continued): 

 
“Information is material if omitting, misstating or obscuring it could reasonably be 

expected to influence decisions that the primary users of general purpose financial 

statements make on the basis of those financial statements, which provide financial 

information about a specific reporting entity. 

 

 Amendments to References to Conceptual Framework in IFRS Standards is effective 
retrospectively for annual reporting periods beginning on or after January 1, 2020. The 
revised framework covers all aspects of standard setting including the objective of 
financial reporting. 

 The main change relates to how and when assets and liabilities are recognised and 
de-recognised in the financial statements. 
- New ‘bundle of rights’ approach to assets will mean that an entity may recognise 

a right to use an asset rather than the asset itself; 

- A liability will be recognised if a company has no practical ability to avoid it. 
This may bring liabilities on balance sheet earlier than at present. 

- A new control-based approach to de-recognition will allow an entity to 
derecognise an asset when it loses control over all or part of it; the focus will no 
longer be on the transfer of risks and rewards. 

 
The company is assessing the impact that these new and amended standards and 
interpretations will have on its financial statements when they become effective. 

 
(b) Basis of preparation: 

 
The financial statements are presented in Jamaica dollars ($), which is the currency in 
which the company conducts the majority of its operations. 
 
The financial statements are prepared under the historical cost convention. 
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TROPICAL BATTERY COMPANY LIMITED 
 
Notes to the Financial Statements (Continued) 
September 30, 2020  
 

 

 
2. Statement of compliance, basis of preparation and (cont’d) 

 

(c) Use of estimates and judgements: 
 
The preparation of the financial statements to conform to IFRS requires management to 
make estimates and assumptions that affect the reported amounts 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 these 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 critical judgements made in applying accounting policies and the key areas of 
estimation uncertainty that have the most significant effect on the amounts recognised in 
the financial statements, and or that have a significant risk of material adjustment in the 
next financial period, are as follows: 

 
(i) Judgements: 

 
For the purpose of these financial statements, judgement refers to the informed 
identification and analysis of reasonable alternatives, considering all relevant facts 
and circumstances, and the well-reasoned, objective and unbiased choice of the 
alternative that is most consistent with the agreed principles set out in IFRS.  The 
key relevant judgements are as follows: 

 
(1) Classification of financial assets: 
 

The assessment of the business model within which the assets are held and 
assessment of whether the contractual terms of the financial asset are solely 
payments of principal and interest (SPPI) on the principal amount outstanding 
requires management to make certain judgements on its business operations.  

 
(2) Impairment of financial assets: 
 

Establishing the criteria for determining whether credit risk on the financial 
asset has increased significantly since initial recognition, determining 
methodology for incorporating forward-looking information into 
measurement of expected credit loss (ECL) and selection and approval of 
models used to measure ECL requires significant judgement. 
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TROPICAL BATTERY COMPANY LIMITED 
 
Notes to the Financial Statements (Continued) 
September 30, 2020  
 

 

 
2. Statement of compliance, basis of preparation and significant accounting policies (cont’d) 
 
 (c) Use of estimates and judgements (cont’d): 

 
(ii) Key assumptions concerning the future and other sources of estimation uncertainty: 
 

Allowance for impairment losses: 
 
In determining amounts recorded for impairment of financial assets in the financial 
statements, management makes assumptions in determining the inputs to be used in 
the ECL measurement model, including incorporation of forward-looking 
information.   

 
Management also estimates the likely amount of cash flows recoverable on the 
financial assets in determining loss given default.  The use of assumptions make 
uncertainty inherent in such estimates [see notes 5 and 24(a)] 

 
(iii) Net realisable value of inventories: 

 
Estimates of net realisable value are based on the most reliable evidence available at 
the time the estimates are made, of the amount the inventories are expected to realise.  
These estimates take into consideration fluctuations of price or cost directly relating 
to events occurring after the end of the period to the extent that such events confirm 
conditions existing at the end of the period. 
 
Estimates of net realisable value also take into consideration the purpose for which 
the inventory is held (see note 7). 
 

(iv) Pension and other post-retirement benefits: 
 

 The amounts recognised in the statement of financial position and profit or loss 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 considers the long-term 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 the foregoing assumptions will affect the amounts recorded in the financial 
statements for these obligations (see note 13). 
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TROPICAL BATTERY COMPANY LIMITED 
 
Notes to the Financial Statements (Continued) 
September 30, 2020  
 

 
3. Changes in significant accounting policies 

 
The company initially applied IFRS 16 Leases from October 1, 2019. A number of other new 
standards are also effective from January 1, 2019 but they do not have a material effect on the 
company’s financial statements. 
 
The company applied IFRS 16 using the modified retrospective approach, under which the 
cumulative effect of initial application is recognised at October 1, 2019. Accordingly, the 
comparative information presented for 2019 is not restated – i.e. it is presented, as previously 
reported, under IAS 17 and related interpretations.  
 
The details of the changes in accounting policies are disclosed in note 4(h). Additionally, the 
disclosure requirements in IFRS 16 have not generally been applied to comparative information. 

 
(a) The company used a number of practical expedients when applying IFRS 16 to leases 

previously classified as operating leases under IAS 17.  In particular, the company: 

– did not recognise right-of-use assets and liabilities for leases for which the lease term ends 
within 12 months of the date of initial application; 

– did not recognise right-of-use assets and liabilities for leases of low value assets (e.g. IT 
equipment); 

– excluded initial direct costs from the measurement of the right-of-use asset at the date of 
initial application; and 

– used hindsight when determining the lease term.  

  
(b) Impact on transition 

 
(i) On adoption of IFRS 16 on October 1, 2019, the company recognised additional 

right‑of‑use assets and additional lease liabilities.  The company has elected to 
measure the right-of–use asset at an amount equal to the lease liability.  
Consequently, there was no impact on the unappropriated profit at the date of 
transition. At October 1, 2019, there were no leases as these were short-term in 
nature. The new lease arrangements occurred during the year (see note 12). 

 

(ii) In measuring lease liabilities for leases that were classified as operating leases, the 
company discounted lease payments using its incremental borrowing rate at October 
1, 2019. The weighted- average rate applied is 7.5%. 
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4. Significant accounting policies  

 

(a) Cash and cash equivalents: 
 

Cash and cash equivalents comprise cash and bank balances including short-term deposits 
with maturities ranging between one and three months from reporting date.  
 

(b) Accounts receivable: 
 

Trade and other receivables are measured at amortised cost less impairment losses [see 
note 4(o)]. 
 

(c) Related parties: 
 

A related party is a person or entity that is related to the entity which is preparing its 
financial statements (referred to in IAS 24 Related Party Disclosures as the “reporting  
entity”). 
 

(a) A person or a close member of that person’s family is related to a reporting entity if 
that person: 
 

(i) has control or joint control over the reporting entity; 

(ii) has significant influence over the reporting entity; or 

(iii) is a member of the key management personnel of the reporting entity or of a 
parent of the reporting entity. 

 

(b) An entity is related to the reporting entity if any of the following conditions applies: 
 

(i) The entity and the reporting entity are members of the same group (which 
means that each parent, subsidiary and fellow subsidiary is related to the 
others). 

(ii) One entity is an associate or joint venture of the other entity (or an associate 
or joint venture of a member of a group of which the other entity is a member). 

(iii) Both entities are joint ventures of the same third party. 

(iv) One entity is a joint venture of a third entity and the other entity is an associate 
of the third entity. 

(v) The entity is a post-employment benefit plan established for the benefit of 
employees of either the reporting entity or an entity related to the reporting 
entity.  If the reporting entity is itself such a plan, the sponsoring employers 
are also related to the reporting entity. 

(vi) The entity is controlled, or jointly controlled by a person identified in (a). 

(vii) A person identified in (a)(i) has significant influence over the reporting entity 
or is a member of the key management personnel of the reporting entity (or of 
a parent of the entity). 

(viii) The entity, or any member of a group of which it is part, provides key 
management personnel services to the company or to the parent of the 
company. 
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4. Significant accounting policies (cont’d) 

 
(c) Related parties (cont’d): 

 
(b) An entity is related to the reporting entity if any of the following conditions applies: 

(Cont’d) 
 

A related party transaction involves transfer of resources, services or obligations 
between a reporting entity and a related party, regardless of whether a price is 
charged. 
 
The company has a related party relationship with its directors, parent company, 
jointly controlled entities, and post-employment benefit plan, as well as with its 
trustees and key management personnel. “Key management personnel” represents 
certain senior officers of the company. 
 

(d) Inventories: 
 
Inventories are measured at the lower of cost, materially determined on the weighted 
average basis, and net realisable value. 
 

(e) Accounts payable: 
 
Trade and other payables are measured at amortised cost.   
 

(f) Provisions: 
 
A provision is recognised in the statement of financial position when the company has an 
obligation as a result of a past event and it is probable that an outflow of economic benefits 
will be required to settle the obligation.  If the effect is material, provisions are determined 
by discounting the expected future cash flows at a pre-tax rate that reflects current market 
assessments of the time value of money and, where appropriate, the risks specific to the 
obligation. 

 
(g) Property, plant and equipment: 

 
(i) Owned assets: 
 

 Items of property, plant and equipment are measured at cost or valuation, less 
accumulated depreciation and impairment losses.  Cost includes expenditures that 
are directly attributable to the acquisition of the assets. The cost of self-constructed 
assets includes the cost of materials, direct labour and related costs to put the asset 
into service.  

 
The cost of replacing part of an item of property and equipment is recognised in the 
carrying amount of the item if it is probable that the future economic benefits embodied 
with the part will flow to the company and its costs can be measured reliably. The costs of 
day-to-day servicing of property and equipment are recognised in profit or loss as incurred. 
Any gain or loss on disposal of an item of property and equipment is recognised in profit 
or loss. 
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4. Significant accounting policies (cont’d) 

 
(g) Property, plant and equipment (cont’d): 

 
(ii) Subsequent expenditure 
 

Subsequent expenditure is capitalised only if it is probable that future economic 
benefit associated with the expenditure will flow to the company. 

 
(iii) Depreciation: 
 

Depreciation is computed on the straight-line basis at annual rates to write down the 
property, plant and equipment to their estimated residual values at the end of their 
expected useful lives. 

 
Right-of-use: 

 
Leasehold improvements - Over the period of the lease 
Furniture, machinery and equipment - 10% 
Computers - 25% 
Motor vehicles - 20% 
Right-of-use assets - Over the period of the lease 

 
The depreciation methods, useful lives and residual values are reassessed at each 
reporting date. 
 

(h) Leases: 
 

Policy applicable from October 1, 2019 

 
At inception of a contract, the company assesses whether a contract is, or contains a lease. 
A contract is, or contains, a lease if the contract conveys the right to control the use of an 
identified asset for a period of time in exchange for consideration. To assess whether a 
contract conveys the right to control the use of an identified asset, the company uses the 
definition of a lease in IFRS 16. 
 
This policy is applied to contracts entered into, on or after October 1, 2019. 
 
i. As a lessee 

 
At commencement or on modification of a contract that contains a lease component, 
the company allocates the consideration in the contract to each lease component on 
the basis of its relative stand‑alone prices. However, for the leases of property the 
company has elected not to separate non‑lease components and account for the lease 
and non‑lease components as a single lease component. 
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4. Significant accounting policies (cont’d) 

 
(h) Leases (cont’d): 

 
Policy applicable from October 1, 2019 (continued) 

 
i. As a lessee (continued) 

 
The right‑of‑use asset is subsequently depreciated using the straight‑line method 
from the commencement date to the end of the lease term, unless the lease transfers 
ownership of the underlying asset to the company by the end of the lease term or the 
cost of the right‑of‑use asset reflects that the company will exercise a purchase 
option. In that case the right‑of‑use asset will be depreciated over the useful life of 
the underlying asset, which is determined on the same basis as those of property and 
equipment. In addition, the right‑of‑use asset is periodically reduced by impairment 
losses, if any, and adjusted for certain remeasurements of the lease liability. 
 
The lease liability is initially measured at the present value of the scheduled lease 
payments, discounted using the interest rate implicit in the lease or, if that rate cannot 
be readily determined, the company’s incremental borrowing rate. Generally, the 
company uses its incremental borrowing rate as the discount rate. 
 
The company determines its incremental borrowing rate by obtaining interest rates 
from various external financing sources and makes certain adjustments to reflect the 
terms of the lease and type of the asset leased. 
 

Lease payments included in the measurement of the lease liability comprise the 
following: 
 
– fixed payments, including in‑substance fixed payments; 

– variable lease payments that depend on an index or a rate, initially measured using 
the index or rate as at the commencement date; 

– amounts expected to be payable under a residual value guarantee; and 

– the exercise price under a purchase option that the company is reasonably 
certain to exercise, lease payments in an optional renewal period if the company 
is reasonably certain to exercise an extension option, and penalties for early 
termination of a lease unless the company is reasonably certain to terminate early. 

 
The lease liability is measured at amortised cost using the effective interest method. 
It is remeasured when there is a change in future lease payments arising from a 
change in an index or rate, if there is a change in the company’s estimate of the 
amount expected to be payable under a residual value guarantee, if the company 
changes its assessment of whether it will exercise a purchase, extension or 
termination option or if there is a revised in‑substance fixed lease payment. 
 
When the lease liability is remeasured in this way, a corresponding adjustment is 
made to the carrying amount of the right‑of‑use asset, or is recorded in profit or loss 
if the carrying amount of the right‑of‑use asset has been reduced to zero. 
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4. Significant accounting policies (cont’d) 

(h) Leases (cont’d): 
 

Policy applicable from October 1, 2019 (continued) 
 

i.  As a lessee (continued) 
 
Short-term leases and leases of low-value assets 

 
The company has elected not to recognise right‑of‑use assets and lease liabilities for 
leases of low‑value assets and short‑term leases, including IT equipment. The 
company recognises the lease payments associated with these leases as an expense 
on a straight‑line basis over the lease term. 
 
Policy applicable before October 1, 2019 

 
Leases under which the company assumed substantially all the risks and rewards of 
ownership were classified as finance leases.  
 
Assets acquired under finance leasing arrangements were measured at an amount 
equal to the lower of the fair value and the present value of the minimum lease 
payments at inception of the lease, less accumulated depreciation, and impairment 
losses. After deducting interest attributable to future periods, the net amount payable 
was included in accounts payable. 
 
Assets held under other leases were classified as operating leases and were not 
recognised in the company’s statement of financial position. Payments made under 
operating leases were recognised in profit or loss on a straight‑line basis over the term 
of the lease.  

 
(i) Intangible assets: 

 
Brands: 
 
Brands represent expenditure incurred for the exclusive right to assume specific trade 
names and logos associated with the business. These intangible assets are determined to 
have an indefinite useful life but are tested annually for impairment. 

 
(j) Taxation: 

 
Taxation on profit or loss for the year comprises current and deferred tax.  Taxation is 
recognised in profit or loss, except to the extent that it relates to items recognised directly 
to equity, in which case it is recognised in other comprehensive income. 
 
Current tax is the expected tax payable on the income for the year, using tax rates enacted 
at the reporting date, and any adjustment to tax payable in respect of previous years. 
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4. Significant accounting policies (cont’d) 
 

(j) Taxation (cont’d): 
 
Deferred tax is provided 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.  
 
A deferred tax liability is recognised for all taxable temporary differences except to the 
extent that the company is able to control the timing of the reversal of the temporary 
difference and it is probable that the temporary difference will not reverse in the 
foreseeable future. 
 
A deferred tax asset is recognised only to the extent that it is probable that future taxable 
profits will be available against which the asset can be utilised.  Deferred tax assets are 
reduced to the extent that it is no longer probable that the related tax benefit will be realised. 
 

(k) Revenue recognition: 
 
Performance obligations and revenue recognition policies: 
 
The nature and timing of the satisfaction of performance obligations in contracts with 
customers, including significant payment terms, and the related revenue recognition 
policies are as follows: 
 
Type of  
service 

Nature and timing of satisfaction of 
performance obligations, including  
significant payment terms. 
 

Revenue recognition under 
IFRS 15. 

Revenue  
from the 
sale of 
batteries, 
oils, 
lubricants, 
tyres and 
other 
accessories 

Revenue is recognised when service is 
provided to the customers based on the  
terms specified in the contract.  Invoices 
are generated and the revenue is 
recognised at that point in time.  
 
Invoices are usually payable within 5 days. 

Revenue is recognised when 
the services are provided and 
have been accepted by the 
customers. 

 
Revenue from contracts with customers is measured based on the consideration specified 
in a contract with a customer. The company recognises revenue when it transfers control 
over a service to a customer.  Revenue is recognised as the related services are performed. 
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4. Significant accounting policies (cont’d) 

 
(l) Foreign currencies: 

 
Transactions in foreign currencies are converted at the rates of exchange ruling at the dates 
of those transactions.  Monetary assets and liabilities denominated in foreign currencies at 
the reporting date are translated to Jamaica dollars at the rates of exchange ruling on that 
date. Gains and losses arising from fluctuations in exchange rates are recognised in profit 
or loss. 
 

(m) Employee benefits: 
 
(i) Pension assets: 

 
Pensions and other post-employment assets and obligations included in these 
financial statements have been actuarially determined by a qualified independent 
actuary, appointed by management. The appointed actuary’s report outlines the 
scope of the valuation and the actuary’s opinion. 
 
The actuarial valuation was conducted in accordance with IAS 19, and the financial 
statements reflect the company’s post-employment benefit assets and obligations as 
computed by the actuary. In carrying out their audit, the auditors rely on the work of 
the actuary and the actuary’s report. 
 

(ii) Defined benefit pension plan: 
 
The company is a participating employer in a defined benefit pension scheme, the 
assets of which are held separately from those of the company. 
 
The company’s net obligation in respect of the defined benefit pension scheme is 
calculated by estimating the amount of future benefit that employees have earned in 
return for their service in the current and prior periods; that value is discounted to 
determine the present value, and the fair value of scheme assets is deducted. To the 
extent that the obligation is less than the fair value of scheme assets, the asset 
recognised is restricted to the discounted value of future benefits available to the 
company.   
 
The discount rate applied is the yield at reporting date on long-term government 
instruments that have maturity dates approximating the term of the company’s 
obligation.  The calculation is performed using the projected unit credit method. 
 

 Where the calculation results in a pension surplus to the company, the recognised 
asset is limited to the present value of any future refunds from the plan or reductions 
in the future contributions to the plan. 

  
Re-measurements of the net defined benefit liability, which comprise actuarial gains 
and losses, the return on plan assets (excluding interest) and the effect of the asset 
ceiling (if any, excluding interest), are recognised immediately in other 
comprehensive income. 
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4. Significant accounting policies (cont’d) 
 

(m) Employee benefits (cont’d): 
 

(iii) Other employee benefits: 
 

Employee entitlement to leave is recognised when they accrue to employees. A 
provision is made for the estimated liability for annual leave, as a result of services 
rendered by employees up to the reporting date. 
 

(n) Net finance costs: 
 

Net finance costs comprise interest payable on borrowings calculated using the effective 
interest rate method, interest receivable on funds invested, material bank charges and 
foreign exchange gains and losses recognised in profit or loss. 
 

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

(o) Borrowings: 
 

(i) Debt issuance costs: 
 

These represent legal, accounting and financing fees associated with securing certain 
long-term loans, which are amortised on an effective rate basis over the lives of the 
loans. 

 

(ii) Interest-bearing borrowings: 
 

Interest-bearing borrowings are recognised initially at fair value plus transaction 
costs directly attributable to the issue of the financial liabilities. Subsequent to initial 
recognition, interest-bearing borrowings are measured at amortised cost using 
effective interest method. 

 

(p) Impairment: 
 

Financial assets 
 

The company recognises loss allowances for ECLs on financial assets, measured at 
amortised cost. 

 

The company measures loss allowances at an amount equal to lifetime ECLs. Loss 
allowances for premium and other receivables and contract assets are always measured at 
an amount equal to lifetime ECLs. 
 

When determining whether the credit risk of a financial asset has increased significantly 
since initial recognition and when estimating ECLs, the company considers reasonable and 
supportable information relevant and available without undue cost or effort.  This includes 
both quantitative and qualitative information and analysis, based on the company’s 
historical experience and informed credit assessment and including forward looking 
information. 
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4. Significant accounting policies (cont’d) 
 

(p) Impairment (cont’d): 
 

The company recognises loss allowances for ECLs and considers a financial asset to be in 
default when: 
 

- the borrower is unlikely to pay its credit obligations to the company in full, without 
recourse by the company to action such as realizing security if any is held; or 

- the financial asset is more than 360 days past due. 
 

The company considers a debt investment security to have low credit risk when its credit 
risk rating is equivalent to the globally understood definition of “investment grade”. 
 

Financial assets 
 

Life-time ECLs are the ECLs that result from all possible default events over the expected 
life of the financial instrument. The maximum period considered when estimating ECLs 
is the maximum contractual period over which the company is exposed to credit risk.  
 

Measurement of ECLs 
 

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as 
the present value of all cash shortfalls (i.e. the difference between the cash flows due to 
the entity in accordance with the contract and the cash flows that the company expects to 
receive). 
 

ECLs are discounted at the effective interest rate of the financial asset. 
 

Credit-impaired financial assets  
 

At each reporting date, the company assesses whether financial assets carried at amortised 
costs are credit-impaired.  A financial asset is ‘credit-impaired’ when one or more events 
that have a detrimental impact on the estimated future cash flows of the financial asset 
have occurred.  
 

Evidence that a financial asset is credit-impaired includes the following observable data: 

- significant financial difficulty of the borrower or issuer;  
- a breach of contract such as a default or past due event;  
- it is becoming probable that the borrower will enter bankruptcy or other financial 

reorganisation; or  
- the disappearance of an active market for a security because of financial difficulties.  

 

Presentation of allowance for ECL in the statement of financial position  
 

Loss allowances for financial assets measured at amortised cost are deducted from the gross 
carrying amount of the assets. 
 

Write-off 
 
The gross carrying amount of a financial asset is written off (either partially or in full) when 
there is no reasonable expectation of recovering a financial asset in its entirety or a portion 
thereof.  
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4. Significant accounting policies (cont’d) 

 

(p) Impairment (cont’d): 
 
Financial assets (cont’d) 
 
Write-off (cont’d) 
 
This is generally the case when the company determines that the borrower does not have 
assets or sources of income that could generate sufficient cash flows to repay the amounts 
subject to the write-off. This assessment is carried out at the individual asset level.  
 
Recoveries of amounts previously written off are included in ‘impairment losses on 
financial instruments’ in the statement of profit or loss. 
 
Financial assets that are written off could still be subject to enforcement activities in order 
to comply with the company’s procedures for recovery of amounts due.  
 
A provision for impairment is established if there is objective evidence that the company 
will not be able to collect all amounts due according to the original contractual terms. The 
amount of the provision is the difference between the carrying amount and the recoverable 
amount, being the present value of expected cash flows, including amounts recoverable 
from guarantees and collateral, discounted at the effective interest rate. 
 

Non-financial assets  
 

The carrying amount of the company’s non-financial assets (other than deferred tax assets) 
is reviewed at each reporting date to determine whether there is any indication of 
impairment.  If any such indication exists, the asset’s recoverable amount is estimated.  An 
impairment loss is recognised whenever the carrying amount of an asset or its cash-
generating unit (CGU) exceeds its recoverable amount.  Impairment losses are recognised 
in profit or loss.  
 

The recoverable amount of an asset or CGU is the greater of its value in use and its fair 
value less costs to sell.  In assessing value in use, the estimated future cash flows are 
discounted to their present value using a pre-tax discount rate that reflects current market 
assessments of the time value of money and the risks specific to the asset.  For an asset that 
does not generate largely independent cash inflows, the recoverable amount is determined 
for the cash-generating unit to which the asset belongs. 
 

An impairment loss is reversed if there has been a change in the estimates used to determine 
the recoverable amount.  An impairment loss is reversed only to the extent that the assets’ 
carrying amount does not exceed the carrying amount that would have been determined, if 
no impairment loss had been recognised. 
 

(q) Financial instruments: 
 

A financial instrument is any contract that gives rise to both a financial asset of one 
enterprise and a financial liability or equity instrument of another enterprise.  For the 
purpose of these financial statements, financial assets have been determined to include cash 
and cash equivalents, accounts receivable and related party receivables. Similarly, financial 
liabilities include accounts payable and loans. 
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4. Significant accounting policies (cont’d) 

 
(q) Financial instruments (cont’d): 

 

(i) Recognition and initial measurement 
 

Accounts receivable are initially recognised when they are originated. All other 
financial assets and financial liabilities are initially recognised when the company 
becomes a party to the contractual provisions of the instrument. 
 
A financial asset (unless it is a trade receivable without a significant financing 
component) or financial liability is initially measured at fair value plus, for an item 
not at Fair value through profit or loss (FVTPL), transaction costs that are directly 
attributable to its acquisition or issue. A trade receivable without a significant 
financing component is initially measured at the transaction price. 
 

(ii) Classification and subsequent measurement  
 

The financial assets that meet both of the following conditions and are not designated 
as at fair value through profit or loss: a) are held within a business model whose 
objective is to hold assets to collect contractual cash flows, and b) its contractual 
terms give rise on specified dates to cash flows that are solely payments of principal 
and interest on the principal amount outstanding, are classified as “Held to collect” 
and measured at amortised cost.  
 
Amortised cost represents the net present value (“NPV”) of the consideration 
receivable or payable as of the transaction date. This classification of financial assets 
comprises the following captions: 
 
 Cash and cash equivalents 
 Accounts receivable 
 Related party receivables  

 
Due to their short-term nature, the company initially recognises these assets at the 
original invoiced or transaction amount less expected credit losses. 
 
Subsequent measurement 

 
The subsequent measurement of financial assets depends on their classification as 
described in the particular recognition methods disclosed in their individual policy 
statements associated with each item. 
 

Impairment of financial assets  

 
Impairment losses of financial assets, including receivables, are recognised using the 
expected credit loss model for the entire lifetime of such financial assets on initial 
recognition, and at each subsequent reporting period, even in the absence of a credit 
event or if a loss has not yet been incurred, considering their measurement past 
events and current conditions, as well as reasonable and supportable forecasts 
affecting collectability.  
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4. Significant accounting policies (cont’d) 
 

(q) Financial instruments (cont’d): 
 

(ii) Classification and subsequent measurement (cont’d) 
 

Derecognition 

 
A financial asset is primarily derecognised when the rights to receive cash flows 
from the asset have expired, or the company has transferred its rights to receive cash 
flows from the asset or has assumed an obligation to pay the received cash flows in 
full without material delay to a third party under a ‘pass-through’ arrangement; and 
either (a) the company has transferred substantially all the risks and rewards of the 
asset, or (b) the company has neither transferred nor retained substantially all the 
risks and rewards of the asset, but has transferred control of the asset. 
 
Financial liabilities 

 
Initial recognition and measurement 

All financial liabilities are recognised initially at fair value and in the case of loans 
and borrowings, plus directly attributable transaction costs. The company’s financial 
liabilities, which include accounts payables and long-term loans which are 
recognised initially at fair value. 
 
Subsequent measurement 

The subsequent measurement of financial liabilities depends on their classification 
as described in the particular recognition methods disclosed in their individual policy 
statements associated with each item. 
 

Derecognition 

A financial liability is derecognised when the obligation under the liability is 
discharged or cancelled or expires. 
 
When an existing financial liability is replaced by another from the same lender on 
substantially different terms, or the terms of an existing liability are substantially 
modified, such an exchange or modification is treated as a derecognition of the 
original liability and the recognition of a new liability, and the difference in the 
respective carrying amounts is recognised in the statement of profit or loss. 
 
Offsetting of financial instruments 

Financial assets and financial liabilities are offset and the net amount is reported in 
the statement of financial position if there is a currently enforceable legal right to 
offset the recognised amounts and there is intention to settle on a net basis, to realise 
the assets and settle the liabilities simultaneously. 
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4. Significant accounting policies (cont’d) 
 

(r) Fair value disclosures: 
 

Fair value is the price that would be received to sell an asset or paid to transfer a liability 
in an orderly transaction between market participants at the measurement date.  Market 
price is used to determine fair value where an active market exists as it is the best evidence 
of the fair value of a financial instrument.  The company’s financial instruments lack an 
available trading market.  Further, the company has no financial instruments that are 
carried at fair value.  The carrying value of the company’s financial instruments 
approximates their fair value. 
 

(s) Segment reporting 
 
A segment is a distinguishable component of the company that is engaged either in 
providing products (business segment), or in providing products within a particular 
economic environment (geographical segment) which is subject to risks and rewards that 
are different from those of the other segments.  
 
The company’s activities are limited to the distribution of batteries, tyres and accessories 
to Jamaica consumers, operating in a single segment. As such no additional segment 
information is provided. 

 
 

5. Accounts receivable 
 

  2020 2019 
 
 Trade receivables   241,264,932 216,201,774 
 Others (see below)   75,313,355   76,255,014 

  316,578,287 292,456,788 
 Less: Allowance for doubtful debts (  16,591,693) (  10,227,151) 

 $299,986,594 282,229,637 
 
         Others is detailed as follows: 
  2020 2019 
 

 General consumption tax   11,704,746 27,354,800 
 Staff loans*   31,639,766 20,372,212 
          Prepayments                                                                                      16,175,345           14,527,144 
 Others  15,793,498 14,000,858 

 $75,313,355 76,255,014 
 

*These loans attract interest at rates ranging from 2.5% to 7% and are repayable over a period 
ranging from one to ten years from the date of disbursement. The difference between the fair 
value of the loans and their carrying value is not significant to the financial statements. 

 

The company’s exposure to credit and currency risks and impairment loss related to trade 
accounts receivables is disclosed in note 24(a).   
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6. Related party balances 

 

 2020 2019 

(a) Due from related companies 
 
 Chukka Caribbean Adventure Limited  3,483,730 3,483,729 
 Diverze Properties Limited (fellow subsidiary) 150,565,484 269,548,703 

    $154,049,214 273,032,432 
(b) Due from parent company 

 
Dai Diverze (Jamaica) Limited (parent company) $  23,385,227   23,385,227 
 

(c) Due from directors $        -              2,163,107 

 
 The above balances are unsecured, interest-free and repayable on demand. 
 
 Transactions with related parties are disclosed in note 19(d). 
 
7. Inventories 
 

 2020 2019 
 
Tyres 8,351,690 2,349,315 
Batteries 130,828,274 221,041,471 
Oils 30,189,343 28,475,016 
Spent battery 684,408 6,934,423 
Accessories 68,816,884 88,205,823 
Inventories-in-transit   64,698,181 107,086,820 

 303,568,780 454,092,868 
Provision for obsolescence (    3,959,410) (    3,959,410) 

 $299,609,370 450,133,458 
 

Inventories written off during the year amounted to $11,325,914 (2019: $11,826,448). 
 

8. Accounts payable 
 
  2020 2019 
 
 Trade payable   100,043,023 167,607,669 
 Other payables     15,468,310   24,911,742 

  $115,511,333 192,519,411 
 

9. Short-term loan 
 
This represents a short-term loan facility from National Commercial Bank Jamaica Limited 
which attracts interest at the rate of 7.5% per annum. The facility is secured by a guarantee of 
certain directors, subordination of inter-company loans, first legal mortgage over certain 
properties held by a related party and a cross-corporate guarantee.  
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10. Intangible assets 
  2020 2019 

 

 Brands  $38,133,005 38,133,005 
 

These represent brands on acquisition of the Caribrake and Autopower Brands. 
 
 

11. Property, plant and equipment 
 
            Furniture, 
   Leasehold Plant and fixtures and Motor  
  Computers improvements machinery equipment vehicles Total 

 Cost: 
 September 30, 2018 33,225,902   9,810,896 8,343,610 84,534,680 95,950,330 231,865,418 

    Additions 11,901,837 494,900        -         4,157,352 5,438,401 21,992,490 
     Disposal          -                -                  -                    -         (17,122,419) (  17,122,419) 

 September 30, 2019 45,127,739 10,305,796 8,343,610 88,692,032 84,266,312 236,735,489 
    Additions 15,713,835 66,479,177 -        32,310,612 213,569 114,717,193 

     Disposal          -                -                  -                    -         (     171,670) (       171,670) 

 September 30, 2020 60,841,574 76,784,973 8,343,610 121,002,644 84,308,211 351,281,012 

 

 Depreciation: 
 September 30, 2018 29,280,826   2,567,922 8,343,610 69,074,592 46,167,389 155,434,339 

 Charge for the year 3,404,672 361,959        -         4,657,712 15,449,906 23,874,249 
 Eliminated on disposal          -                -                  -                  -         (12,599,193) (  12,599,193) 

 September 30, 2019 32,685,498   2,929,881 8,343,610 73,732,304 49,018,102 166,709,395  
 Charge for the year 3,473,230 1,273,484 -         5,128,328 12,874,110 22,749,152 
 Eliminated on disposal          -                -                  -                  -         (       85,623) (         85,623) 

 September 30, 2020 36,158,728   4,203,365 8,343,610 78,860,632 61,806,589 189,372,924 

 

Net book values: 
September 30, 2020 $24,682,846 72,581,608        -         42,142,012 22,501,622 161,908,088 

September 30, 2019 $12,442,241   7,375,915        -         14,959,728 35,248,210   70,026,094 

 
 

12. Leases  
 
(i) As a lessee 

 
The company leases property and equipment. The leases typically run for 1 to 10 years. 
Previously, these leases were classified as operating leases under IAS 17. The company has 
elected not to recognise right‑of‑use assets and lease liabilities for leases that are short‑ term 
and/or leases of low‑value items. 
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12. Leases (continued)  
 

Information about leases for which the company is a lessee is presented below. 
 

(a) Right-of-use assets  
     Leasehold land 
    and buildings 
                 $ 
 
 Balance at October 1, 2019   -          
 Additions   183,002,088 
 Depreciation charge for the year   (  10,601,365) 

 Balance at September 30, 2020   172,400,723 
 

(b) Lease liabilities 
 

Maturity analysis – contractual undiscounted cash flows: 
       2020 
      $ 

 Less than one year 27,116,337 
 One to five years 108,407,660 
 More than five years 108,000,000  

  243,523,997 
 Less: future interest (  67,685,373) 

 Total discounted lease liabilities at September 30, 2020 175,838,624 
 Less: current portion (  14,415,231) 

 Non-current  161,423,393 

 

(c) Amounts recognised in profit or loss 
  2020 
  $ 
  
 Interest on lease liabilities 7,010,725 
 Depreciation on right-of-use assets  10,601,365  
 Short-term lease rentals 15,678,260 
  

(d) Amounts recognised in the statement of cash flows 
  2020 
  $ 
 
 Total cash outflow for leases  14,174,189 
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13. Employee benefits 

 
(a) Employee benefits assets: 

  2020 2019 
 
 Present value of funded obligations (179,160,000) (193,060,000) 
 Fair value of plan assets 214,677,000 234,738,000 

 Recognised pension asset $  35,517,000   41,678,000 
 

(b) Movement in the amounts recognised in the statement of financial position: 
 

    2020 2019 
  
 Balance at beginning of year 41,678,000 59,802,000 
 Net expense in profit or loss  

  and other comprehensive income (  11,273,000) (22,131,000) 
 Contribution paid     5,112,000   4,007,000 

 Balance at end of year $  35,517,000 41,678,000 
 

(c) Movements in funded obligations: 
 

  2020 2019 
 

 Balance at beginning of year (193,060,000) (147,897,000) 
 Benefits paid 4,142,000 7,166,000 
 Interest cost (  12,549,000) (  11,764,000) 
 Current service cost (  14,052,000) (  13,626,000) 
 Re-measurement actuarial losses/(gains)   36,359,000 (  26,939,000) 

 Balance at end of year $(179,160,000) (193,060,000) 
 

(d) Movement in plan assets: 
 
  2020 2019 

 Fair value of plan assets at  
    beginning of year 234,738,000 207,699,000 
 Contributions paid 13,923,000 10,176,000 
 Expected return on plan assets 15,194,000 15,607,000 
 Benefits paid (  15,921,000) (    9,366,000) 
 Re-measurement of actuarial (losses)/gains (  33,257,000)   10,622,000 
 Fair value of plan assets at 
    end of year $214,677,000 234,738,000  
 
 Plan assets consist of the following: 
 Fixed-income securities and other investments 181,854,000 216,266,000 
 Other   32,823,000   18,472,000 

  $214,677,000 234,738,000 
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13. Employee benefits (cont’d): 

 
(e) Expense recognised in profit or loss, net: 

  2020 2019 
 
 Interest on obligations and current service cost $14,375,000 5,814,000 

 
Total expense is recognised in administration, marketing and selling expenses in profit or 
loss. 

 
(f) Items in other comprehensive income/(loss): 

 
    2020 2019 
 

 Re-measurement gains/(losses) on obligations 36,359,000 (26,939,000) 
 Re-measurement (losses)/gains on plan assets (33,257,000) 10,622,000 

  $  3,102,000 (16,317,000) 
 

 (g) Principal actuarial assumptions at the reporting date (expressed as weighted averages): 
 
  2020 2019 
 

Discount rate 9.0% 6.5% 
Long-term rate of inflation 5.0% 4.5% 
Future salary increases 7.0% 6.0% 

 
Assumptions regarding future mortality are based on PA (90) Tables for Pensioners 
(British Mortality Tables). The expected long-term rate is based on assumed long-term rate 
of inflation. 

 
(h) Sensitivity analysis of key economic assumptions: 
 
 The calculation of the projected benefit obligation is sensitive to the assumptions used.  

The table below summarizes how the projected benefit obligation measured at the end of 
the reporting period would have increased/(decreased) as a result of a change in the 
respective assumptions by one percentage point.  In preparing the analyses for each 
assumption, all others were held constant.  The economic assumptions are somewhat linked 
as they are all related to inflation.   

   
  2020   2019  

  1% 1% 1% 1% 
  Increase Decrease Increase    Decrease 
  $’000 $’000 $’000  $’000 
 

Discount rate 18,402 (23,247) 25,785 33,307 
Future salary increases (  9,644)   8,386 13,484 11,646 

 
(i) At September 30, 2020, the weighted average duration of the defined benefit obligation 

was 16.5 years (2019: 17 years). 
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14. Deferred taxation 
 

(a) Deferred tax (liability)/asset is attributable to the following: 
  2020 2019 

Property, plant and equipment 523,737 3,333,899 
Right-of-use assets (43,100,181) -         
Employee benefits (  8,879,250) (10,419,500) 
Accounts receivable -         633,400 
Lease liabilities 43,959,656 -         
Accounts payable -         2,019,517 
Unrealised exchange loss -         342,088 
Taxation losses carried forward          -         25,458,969 

 $(  7,496,038) 21,368,373 
 

(b) Movement in temporary differences during the year are as follows: 
 

  October 1, Recognised Recognised September 30, 
   2019   in equity      in income         2020  
  [note 21(a)] 

Property, plant and equipment 3,333,899 -        (  2,810,162) 523,737 
Right-of-use assets -         -        (43,100,181) (43,100,181) 
Employee benefits (10,419,500) (775,500) 2,315,750 (  8,879,250) 
Accounts receivable 633,400 -        (     633,400) -          
Lease liabilities -         -        43,959,656 43,959,656 
Accounts payable 2,019,517 -        (  2,019,517) -          
Unrealised exchange loss 342,088 -        (     342,088) -          
Taxation losses carried forward 25,458,969      -        (25,458,969)         -           

 $21,368,373 (775,500) (28,088,911) (  7,496,038) 
 

  October 1, Recognised Recognised September 30, 
   2018   in equity      in income         2019  
  [note 21(a)]  

Property, plant and equipment 3,812,669 -         (     478,770) 3,333,899 
Employee benefits (14,950,500) 4,079,250 451,750 (10,419,500) 
Accounts receivable -         664,252 (       30,852) 633,400 
Accounts payable 1,229,852 -              789,665 2,019,517 
Unrealised exchange loss 601,929 -         (     259,841) 342,088 
Taxation losses carried forward 41,594,331        -         (16,135,362) 25,458,969 

 $32,288,281 4,743,502 (15,663,410) 21,368,373  
 

15. Share capital 
  2020 2019 
 Authorised: 
     Unlimited (2019: 187,000) ordinary shares of no par value   
 Stated, issued and fully paid: 
     1,300,000,000 (2019: 185,000) ordinary shares of no par value 162,935,000 370,000 

 Less: Transaction costs of share issue (    6,259,700)       -        

   $156,675,300 370,000 
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15. Share capital (cont’d) 
 

On August 25, 2020, the company unanimously passed a resolution that the authorised share capital 
of the company be increased from 187,000 to an unlimited number of shares. 

 
On August 25, 2020, the company unanimously passed the following resolutions:  

 

 To increase its issued shares from 185,000 to 250,000; 

 That each of the existing issued 250,000 ordinary shares in the capital of the company be divided 
into 4550 ordinary shares resulting in 1,130,000,000 ordinary shares.  

 
On September 29, 2020, the company increased its issued shares by 162,500,000 and made available 
to the public 325,000,000 shares. The shares were listed on the Junior Stock Market of the Jamaica 
Stock Exchange on September 29, 2020.  

 
 
16. Capital contribution 
 
 This represents capital injection by the ultimate parent company. 
 

 

17. Long-term loans 
 
  2020 2019 
 

(a) Related party loan 15,254,009 295,254,009 
(b) Bonds 292,414,537 290,391,747  

 $307,668,546 585,645,756 
 
(a) This represents an unsecured loan from the ultimate parent company. This loan is interest-free 

and has no specified repayment date. 
 

(b) In April 2019, the company authorised the private placement of secured J$ notes for an 
aggregate principal amount of up to $300 million. These bonds attract interest at the rate of 
7.5% per annum and they mature in April 2024. The bonds are secured against debentures 
issued in favour of the Trustee, by way of a first fixed charge over certain assets of the 
company. The amount due is stated net of debt issuance costs of $7,585,463 (2019: 
$9,608,253). In 2019, the debt issuance costs were previously classified under accounts 
receivable, which has now been reclassified to the appropriate account. There is no impact on 
the opening balances of 2019. 

 
18. Gross operating revenue 
   
 Gross operating revenue represents the invoiced value of sales after deduction of returns and is stated 

net of consumption taxes. 
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19. Expenses by nature and related party transactions 
 

(a) Cost of operating revenue 
 
  2020 2019 
 

Tyres       11,417,469 3,717,385  
Batteries 1,032,320,534 955,140,749  
Spent batteries      80,521,566 85,249,597  
Oils     27,479,038 34,406,126  
Accessories    135,173,437 138,254,619  
Inventory obsolescence      11,325,914      11,826,448 

 $1,298,237,958 1,228,594,924 
 
  2020 2019 

(b) Administration, marketing and selling expenses: 
 

Salaries, wages and related costs 254,501,692 215,387,814 
Staff and canteen expenses   11,695,362   10,663,070 

 266,197,054 226,050,884 

Other administration, marketing and selling expenses: 
Accommodation 3,366,535 2,942,156 
Advertising 11,956,441 15,699,175 
Audit fees 6,000,000 6,988,501 
Commissions 242,912 748,541 
Computer services 2,593,563 2,985,623 
Director’s remuneration 13,723,958 13,343,269 
Electricity 9,408,175 7,654,093 
Gas and oil 12,039,547 11,687,051 
Insurance 6,366,816 7,757,197 
Loss on disposal of property, plant and equipment 36,046 -         
Miscellaneous expenses 13,740,006 10,931,713 
Motor vehicle expenses 3,244,085 2,963,029 
Postage and telephone 9,831,608 6,999,054 
Printing and stationery 5,025,783 3,551,951 
Professional fees 11,649,222 2,049,740 
Rent, rates and taxes 16,045,009 24,447,580 
Repairs and maintenance 19,179,176 20,566,843 
Safety supplies 249,898 174,646 
Sales promotion 6,637,534 9,294,554 
Security 10,943,219 11,042,466 
Subscription and donations 1,393,313 2,144,106 
Travel and entertainment   10,266,637   10,871,908 

 173,939,483 174,843,196 

 $440,136,537 400,894,080 
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19. Expenses by nature and related party transactions (cont’d) 

 
(c) Other operating income 

  2020 2019 

Gain on disposal of property, plant and equipment -          5,476,774 
Other income   444,947 -         
Miscellaneous   13,270,809     3,617,307 

     $13,715,756     9,094,081 
 
(d) Profit before depreciation, net finance costs and taxation is stated after charging/(crediting): 

 
  2020 2019 
  $ $ 

 Directors’ emoluments -As management 13,723,958 13,343,269 
  Directors fees   200,000 -         
 Compensation for key management: 
      Short-term benefits        27,509,231 14,021,877 

          Transactions with related parties: 
   Rental expense   12,000,000 -         
       Interest on lease liabilities 6,228,837 -         
       Professional fees earned  (  5,000,000)          -          

 
20. Net finance costs 
  2020 2019 
 Finance costs: 
 Loan interest 26,111,669 9,786,620 
 Lease interest 7,010,725 -         
 Bank charges 10,252,848 9,504,060 
 Loss on foreign exchange   1,648,887          -          

  45,024,129 19,290,680 
         Finance income: 
 Interest income (  2,374,833) (  1,707,316) 
 Gain on foreign exchange -         (  4,673,607) 
 Other finance income (     450,079)          -          

  (  2,824,912) (  6,380,923) 

  $42,199,217 12,909,757 
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21. Taxation 
  

(a) Income tax is computed at 25% of the profit for the year, as adjusted for taxation purposes, 
and is made up as follows: 

  2020 2019 
 Current tax: 
 Income tax at 25% 8,812,797 11,278,318 
 Less: Remission of income tax @100% for two days up to 
           September 30, 2020 (       12,090) -         
 Less: Employment tax credit (  2,441,722) (  3,255,446) 

    6,358,985   8,022,872 
 Adjustment in respect of prior years (  3,208,122)           -         

    3,150,863   8,022,872 

Deferred taxation [note 14(b)]: 

Taxation losses 25,458,969 16,135,362 
Origination and reversal of other temporary differences   2,629,942 (     471,952) 

 28,088,911 15,663,410 

 $31,239,774 23,686,282 

 
(b) Reconciliation of actual tax charge and effective tax rate: 

  2020 2019 
 

Profit before taxation $60,576,068 86,583,983 

Computed "expected" tax expense 
       @ 25%  15,144,017 21,645,996 
Difference between profit for financial  
  statements and tax reporting purposes on: 

Depreciation charge and capital allowances 2,945,999 1,190,072 
Disallowable expenses 2,202,844 (     751,383) 
Tax losses recognised 16,608,848   4,857,043 

Tax recognised in profit or loss 36,901,708 26,941,728 
Less: Remission of income tax (       12,090) -         
Less: Employment tax credit (  2,441,722) (  3,255,446) 

 34,447,896 23,686,282 
Adjustment in respect of prior years (  3,208,122)          -          

 $31,239,774 23,686,282 

 
(c) As at September 30, 2020, subject to the agreement by Tax Administration Jamaica, tax losses 

available for set-off against future profits amounted to approximately $57 million (2019: $102 
million).  If unutilised, these losses can be carried forward indefinitely.  However, the amount 
that can be utilised is restricted to 50% of chargeable income (before prior year losses) in any 
one year. 
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21. Taxation 
 

(d) Remission of income tax 
 

By notice dated August 13, 2009, the Minister of Finance and the Public Service, issued and 
gazetted the Income Tax (Jamaica Stock Exchange Junior Market) (Remission) Notice, 2009. 
The Notice effectively granted a remission of income tax to eligible companies that were 
admitted to the Junior Market of the Jamaica Stock Exchange (JMJSE) if certain conditions 
were achieved after the date of initial admission. 
 

Effective September 29, 2020, the company’s shares were listed on the JMJSE. Consequently, 
the company is entitled to a remission of income taxes for ten years in the proportion set out 
below, provided the shares remain listed for at least 15 years. 
 

Years 1 to 5: (October 1, 2020 – September 30, 2025) – 100% 
Years 6 to 10: (October 1, 2025 – September 30, 2030) – 50%. 
 

The financial statements have been prepared on the basis that the company will have the full 
benefit of the tax remissions. 
 

22. Earnings per stock unit 
  2020 2019 

Profit for the year attributable to the shareholders of 
   the company $  29,336,294   62,897,701 

Weighted average number of ordinary stock units held 
   during the year 872,536,202 841,750,000 

Earnings per stock unit $           0.034            0.075 
 

The weighted average number of shares for the previous year reflects the 4550:1 split in the number 
of shares at August 25, 2020. 
 

  2020 2019 

Issued ordinary shares at the beginning of the year 841,750,000 185,000 
Effect of share split -          841,565,000 
Effect of shares issued during the year   30,786,202          -           

   872,536,202 841,750,000 

 

23. Contingent liabilities 
 

The company has given guarantees in the ordinary course of business, under banking arrangements in 
the amount $20,600,000 (2019: $20,600,000). Additionally, a letter of credit was issued amounting to 
USD 140,000 (2019: Nil) on behalf of the company in favour of a third party.  
 

24. Financial instruments 
 

Overview: 
 

The company has exposure to the following risks from its use of financial instruments: 
 

 Credit risk 

 Liquidity risk 

 Market risk 
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24. Financial instruments (cont’d) 

 
This note presents information about the company’s exposure to each of the above risks, the 
company’s objectives, policies and processes for measuring and managing risk, and the company’s 
management of capital. 

 
The Board of Directors has overall responsibility for the establishment and oversight of the 
company’s risk management framework.  
 
The company’s risk management policies are established to identify and analyse the risks faced by 
the company, to set appropriate risk limits and controls, and to monitor risks and adherence to limits.  
Risk management policies and systems are reviewed regularly to reflect changes in market conditions 
and company’s activities.  
 
(a) 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 loss. Credit risk arises principally from the 
company’s receivables from customer and cash and cash equivalents. 
 
Management has a credit policy in place to minimise exposure to credit risk. Credit evaluations 
are performed on all customers requiring credit. The company generally does not require 
collateral in respect of financial assets, materially, trade receivables. 
 
Maximum exposure to credit risk is represented by the carrying amount of financial assets on 
the statement of financial position. 

 
Cash and cash equivalents 

 

Cash and cash equivalents are placed with substantial financial institutions with minimum risk 
of default. Impairment has been measured at 12-month expected loss basis and reflects the short 
maturities of exposure. The company considers that cash resources have low credit risk. No 
material impairment allowances were recognised on initial adoption of IFRS 9 and there was no 
change during the period. 
 
Accounts receivable  

 

The company allocates each exposure to a credit risk grade based on the data that is determined 
to be predictive of the risk of loss (including but not limited to external ratings, audited financial 
statements, management accounts and cash flow projections and the available press information 
about its customers) and applying experienced credit judgement.   

 
The company uses a provision matrix to measure ECLs on trade receivables.  The provision 
matrix is based on its historical observed default rates over the expected life of the trade 
receivables and is adjusted for forward-looking estimates. 
 
Loss rates are calculated based on the probability of a receivable progressing through successive 
stages of delinquency to write-off, current conditions and the economic conditions over the 
expected lives of the receivables. 
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24. Financial instruments (cont’d) 

 

(a) Credit risk (cont’d): 
 

Accounts receivable 
 

The following table provides information about the exposure to credit risk and ECL for trade 
receivables as at September 30, 2020 (see also note 5). 

 

  2020  
 Weighted Gross   
 average carrying Loss Credit  
 loss rate amount allowance impaired  

 $ $ 

0-30 days 0.37% 127,443,928 468,497 No 
31-60 days 0.71% 67,864,353 482,417 No 
61-90 days 1.82% 15,718,881 286,446 No 
91-120 days 5.32% 4,758,161 253,099 No 
121-150 days 10.33% 1,790,897 185,028 No 
151-180 days 14.79% 2,793,728 413,248 No 
181-210 days 19.00% 2,785,094 529,219 No 
211-240 days 27.49% 2,823,481 776,127 No 
241-270 days 37.61% 745,405 280,373 No 
271-300 days 53.96% 1,158,511 625,099 No 
301-330 days 69.31% 3,552,379 2,462,026 No 
331-360 days 100.00% 3,272,790 3,272,790 Yes 
More than 360 days 100.00%     6,557,324   6,557,324 Yes 

  241,264,932 16,591,693 
 

  2019  
 Weighted Gross   
 average carrying Loss Credit  
 loss rate amount allowance impaired  

 $ $ 

0-30 days 0.44% 114,291,582 502,472 No 
31-60 days 0.74% 56,921,825 422,821 No 
61-90 days 2.01% 24,360,000 490,708 No 
91-120 days 5.53% 4,403,924 243,372 No 
121-150 days 11.46% 6,364,389 729,181 No 
151-180 days 20.21% 571,233 115,466 No 
181-210 days 30.38% 686,799 208,631 No 
211-240 days 46.23% 786,376 363,564 No 
241-270 days 64.51% 1,719,757 1,109,468 No 
271-300 days 97.02% 779,452 756,228 No 
301-330 days 94.13% 531,197 500,000 No 
331-360 days 100% 342,710 342,710 Yes 
More than 360 days 100%     4,442,530   4,442,530 Yes 

  216,201,774 10,227,151  
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24. Financial instruments (cont’d) 
 
 (a) Credit risk (cont’d): 
 
  The movement in the allowance for impairment in respect of trade receivables during the year 

is as follows: 
 

  2020 2019 
 

Balance at beginning of year  10,227,151 4,913,083 
Transition adjustment on initial application of IFRS 9 -          6,456,588 
Impairment recognised/(reversed)   6,364,542 (  1,142,520)  

 $16,591,693 10,227,151 
 

 (b) Liquidity risk: 
 
  Liquidity risk is the risk that the company will encounter difficulty in raising funds to meet 

commitments associated with financial instruments.  Liquidity risk may result from an inability 
to sell a financial asset quickly at, or close to, its fair value. Prudent liquidity risk management 
implies maintaining sufficient cash and marketable securities, and the availability of funding 
through an adequate amount of committed credit facilities, by maintaining lines of credit with 
its bankers and by monitoring expenditure commitments. 

 
The company’s liquidity management process includes: 

 

(i) Management aims at maintaining flexibility in funding by keeping lines of funding 
available with relevant suppliers and bankers, sourcing the appropriate currency through 
open market purchase to match foreign currency liabilities and by pursuing prompt 
payment policies.  

 
(ii) Maintaining committed lines of credit. 

 

Financial liabilities cash flows 

 

The table below presents the undiscounted cash flows payable (both interest and principal cash 
flows) on the company’s financial liabilities based on contractual repayment obligations at the 
reporting date.   

 

  Within 1 1 to 10 Non-specific                                  Carrying 
  year years  maturity  Total  amount 
  $ $  $  $  $ 
 September 30, 2020 
  
 Accounts payable  115,511,333      -          -          115,511,333 115,511,333 
 Short-term loans  104,602,740 -          -          104,602,740 100,000,000 
 Long-term loans    22,500,000 361,875,000 15,254,009 399,629,009 307,668,546 
 Leases    27,116,337 216,407,660          -         243,523,997 175,838,624 

    269,730,410 578,282,660 15,254,009 863,267,079 699,018,503 
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24. Financial instruments (cont’d) 
 

 (b) Liquidity risk (cont’d): 
 

Financial liabilities cash flows (cont’d) 

 
  Within 1 1 to 5  Non-specific  Carrying 
  year years  maturity  Total  amount 
  $ $  $  $  $ 
 September 30, 2019 
  
 Accounts payable  192,519,411      -          -        192,519,411 192,519,411 
  Long-term loans    22,500,000 384,375,000 295,254,009 702,129,009 585,645,756 

    215,019,411 384,375,000 295,254,009 894,648,420 778,165,167 

 
(c) Market risk: 

 
Market risk is the risk that changes in market prices, such as interest rate, foreign exchange 
rates and equity prices will affect the value of the company’s assets, the amount of its liabilities 
and/or the company’s income.  Market risk arises from fluctuations in the value of liabilities 
and the value of investments held. The company is exposed to market risk on certain of its 
financial assets. There is no significant exposure to equity price risk. Derivative financial 
instruments are not used to reduce exposure to market risk. 

 
(i) Interest rate risk: 

 
Interest rate risk is the risk that the value of a financial instrument will fluctuate due to 
changes in market interest rates. 
 
The company materially contracts financial liabilities at interest rates for the duration of 
the loan. The bank loans are subject to interest rates which may be varied with 
appropriate notice by the lender. 
 
Interests bearing financial assets are primarily represented by short-term bank deposits, 
which are contracted at fixed interest rates for the duration of the term. 
 
At the reporting date the interest profile of the company’s interest-bearing financial 
instruments was: 

  Carrying amount  
   2020 2019 
   $ $ 

Fixed rate: 
 Liabilities  400,000,000 300,000,000  
Variable rate: 
 Assets    27,432,632   26,277,352 

 
Fair value sensitivity analysis for fixed rate instruments 
 
The company does not hold any fixed rate financial assets that are subject to material 
changes in fair value. Therefore, a change in interest rates at the reporting date would not 
affect profit or equity.  
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24. Financial instruments (cont’d) 
 

(c) Market risk (cont’d): 
 

(i) Interest rate risk (cont’d): 
 

Cash flow sensitivity analysis for variable rate instruments 
 
A change in interest rates at the reporting date would have (decreased)/increased profit 
by the amounts shown below. This analysis assumes that all other variables, in particular 
foreign currency rates, remain constant. The analysis is performed on the same basis for 
2019. 

  2020 2019 
  Effect on profit          Effect on profit  
  100bp 100bp 100bp 100bp 
  increase decrease increase decrease 

 
Cash flow sensitivity (net) 274,326 (274,326) 262,774 (262,774) 
 

(ii) Foreign currency risk: 
 
Foreign currency risk is the risk that the value of a financial instrument will fluctuate due 
to changes in foreign exchange rates. 
 
The company incurs foreign currency risk primarily on purchases and borrowings that 
are denominated in a currency other than the Jamaican dollar. Such exposures comprise 
the monetary assets and liabilities of the company that are not denominated in that 
currency. The main foreign currency risks of the company are denominated in United 
States dollars (US$), which is the principal intervening currency for the company. 

 
The company manages foreign exchange exposure by maintaining adequate liquid 
resources in appropriate currencies and by managing the timing of payments on foreign 
currency liabilities. 
 
Exchange rates for the US dollar, in terms of Jamaica dollars, were as follows: 
 
At September 30, 2020: $142.10 
At September 30, 2019: $135.16 
 
The table below shows the company’s main foreign currency exposure at the reporting 
date: 

 Net foreign currency 
   monetary assets/(liabilities)  
 2020 2019 

 US$ J$ US$ J$ 
   
Cash and cash equivalents 108,485 15,415,719 80,857 10,928,632 
Accounts payables (573,830) (81,541,243) (1,087,343) (146,965,280) 

Net exposure (465,345) (66,125,524) (1,006,486) (136,036,648) 
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24. Financial instruments (cont’d) 
 

(c) Market risk (cont’d): 
 

(ii) Foreign currency risk (cont’d): 
 
Foreign currency sensitivity analysis: 
 
A 2% (2019: 4%) weakening of the United States dollar (US$) against the Jamaica dollar 
(J$) at the year-end would have increased profit by $1,322,510 (2019: J$5,441,466). This 
analysis assumes that all other variables in particular interest rates, remained constant. 

 
A 6% (2019: 6%) strengthening of the United States dollar (US$) against the Jamaica 
dollar (J$) at the year-end would have decreased profit by $3,967,531 (2019: 
J$8,162,199).  This analysis assumes that all other variables in particular interest rates, 
remained constant. 

 
(d) Fair value: 

 
Fair value is the amount for which an asset could be exchanged or a liability settled, between 
knowledgeable, willing parties in an arm’s length transaction. 
 
The fair values of cash and cash equivalents, accounts receivable, related party receivables and 
accounts payable are assumed to approximate to their carrying value due to their short-term 
nature. The carrying value of the long-term loans is assumed to approximate fair value as the 
loans bear interest at market rates. 
 

(e) Capital management: 
 
The Board of Directors monitors the return on capital, which is defined as total shareholders’ 
equity. The board’s policy is to maintain adequate capital to sustain future development of the 
business. There are no externally imposed capital requirements for the company and there were 
no changes to capital management during the year. 

 
25. Impact of COVID 19 

 

The World Health Organisation declared the novel coronavirus, COVID 19, a global pandemic, in 
March 2020. 

During the months of March 2020 and April 2020 the company saw a 20% to 35% reduction in sales, 
which resulted in net losses in those months. However, its supply chains remained intact, but some 
late shipments were experienced from suppliers in the United States, South Korea and Columbia. 

The work from home and social distancing procedures implemented to slow the spread of COVID-
19, did not have a severe impact on company’s distribution system. This was due to innovations and 
upgrades to our distribution strategy in recent years which enabled the company to minimize 
the effect of less consumer traffic. 
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