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Independent auditor’s report
To the Members of The Palace Amusement Company (1921) Limited

Report on the audit of the consolidated and stand-alone financial
statements

Our opinion

In our opinion, the consolidated financial statements and the stand-alone financial statements give a true
and fair view of the consclidated financial position of The Palace Amusement Company (1921) Limited
(the Company) and its subsidiaries {together 'the Group') and the stand-alone financial position of the
Company as at 30 June 2022, and of their cansolidated and stand-alone financial performance and their
consolidated and stand-alone cash flows for the year then ended in accordance with international
Financial Reporting Standards (IFRS) and with the requirements of the Jamaican Companies Act.

What we have audited
The Group’s consolidated and stand-alone financial statements comprise:

the consolidated statement of financial position as at 30 June 2022;

the consolidated statement of comprehensive income for the year then ended;

¢ the consolidated statement of changes in equity for the vear then ended;

e the consolidated statement of cash flows for the year then ended;

e the company statement of financial position as at 30 June 2022;

* the company statement of comprehensive income for the year then ended,;

e the company statement of changes in equity for the year then ended,

o the company statement of cash flows for the year then ended; and

e the notes to the financial statemenis, which include significant accounting policies and other

explanatory information,

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 Auditor's responsibilities for the audit of
the consolidated and stand-alone financial statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

PricewaterhouseCoopers, Scotiabank Centre, Duke Street, Box 372, Kingston, Jamaica
T: (B76) 922 6230, F: (876} 922 7581, www.pwc.com/jm
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independence

We are independent of the Group in accordance with the International Code of Ethics for Professional
Accountants (including Intermational Independence Standards) issued by the International Ethics
Standards Board for Accountants (IESBA Code). We have fulfilled our other ethical responsibilities in
accordance with the IESBA Code.

Our audit approach

Audit scope

As part of designing our audit, we determined materiality and assessed the risks of material misstatement
in the consolidated and stand-alone financial statements. In particular, we considered where management
made subjective judgements; for example, in respect of significant accounting estimates that involved
making assumptions and considering future events that are inherently uncertain. As in all of our audits, we
also addressed the risk of management override of internal controls, including, among other matters,

consideration of whether there was evidence of bias that represented a risk of material misstatement due
to fraud.

How we tailored our group audit scope

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion on
the consolidated financial statements as a whole, taking into account the structure of the Group, the
accounting processes and controls, and the industry in which the Group operates.

In assessing the risk of material misstatement to the consolidated financial statements, we designed and
performed full scope audits over the Group’s two individually financially significant components being, The
Palace Amusement Company (1921) Limited and The Cinema Company of Jamaica Limited. In total, the
Group comprises four components, all of which are domiciled in Jamaica. The remaining two components
contribute less than 1% of the Group’s loss before taxation from continued operations. We performed
other procedures including analytical review procedures and testing of consolidation journals and
intercompany eliminations to further respond to the risks of material misstatement to the consolidated
financial statements. All components were audited by PwC Jamaica.
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Key audit matters
Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated and stand-alone financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated and stand-alone financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

Key audit matter How our audi addressed the key audit matter

appropriate assumptions,

Valuation of pension plan liabilities (Group and
Company}

Refer to notes 2{)}, 4(b) and 15 to the consolidated
and stand-alone financial statements for disclosures
of related accounting policies, judgements, eslimates
and balances

The Group and Company have a defined benefit
pension plan, with a net asset balance, which is
significant in the context of the overall statement of
financial position of the Group and Company. Pension
ptan net assets amounted ta $39.4 million for both the
Group and Company as at 30 June 2022 including a i
gross liability of $317.4 million, being the present !
value of funded obligations. 5

The pension plan liability estimate involves a number
of key assumptions which can have a material impact |
on the calcwlation of the pension plan liability
including:

salary increases;
pension increases;
inflation rates;
discount rates; and
mortality rates.

* & & & 8

Management uses external actuaries to assist in
determining these assumptions and the liabilities
within the pension plan.

We focused on this area as the valuation of the
pension plan liability requires significant levels of
judgement and technical expertise in determining

We performed the following procedures, amongst others,
on the valuation of pension plan liabilities:

¢ evaluated the work of management’s actuarial
expert, including assessing their independence,
experience and objectivity;

¢ tested the completeness and accuracy of data
extracted and supplied to the actuary by
agreeing to employee personnel files maintained
by the Group;

* evaluated management’s assumptions relating to
salary and pension increases and mortality rates
by comparing them to national and industry
averages; and

e assessed the appropriateness of the discount
and inflation rates used in the valuation of the
pension liability and agreed them to the rates
issued by the Institute of Chartered Accountants
of Jamaica and the Bank of Jamaica,
respectively,

Based on the audit evidence obtained, no material
exceplions were noted in our testing of the valuation of
pension plan liability.
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Other information
Management is responsible for the other information. The other information comprises the Annual Report

(but does not include the consolidated and stand-alone financial statements and our auditor's report
thereon), which is expected to be made available to us after the date of this auditor's report,

Our opinion on the consolidated and stand-alone 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 consolidated and stand-alone 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 consolidated and stand-alone financial
statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated,

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
consolidated and stand-alone financial statements

Management is responsible for the preparation of the consolidated and stand-alone financia) statements
that give a true and fair view in accordance with IFRS and with the requirements of the Jamaican
Companies Act, and for such internal control as management determines is necessary to enable the

preparation of consolidated and stand-alone financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the consolidated and stand-alone financial statements, management is responsible for
assessing the Group and 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 Group or the Company or to cease operations, or has no realistic alternative
but to do so.

Those charged with governance are responsible for overseeing the Group and Company's financial
reporting process.
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Auditor's responsibilities for the audit of the consolidated and stand-alone financial
statements

Our objectives are to obtain reasonable assurance about whether the consolidated and stand-alone
financial statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor's 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 1SAs 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 consolidated and stand-alone financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

e I|dentify and assess the risks of material misstatement of the consolidated and stand-alone 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 and Company'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 Group or 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
auditor’s report to the related disclosures in the consolidated and stand-alone 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 auditor’s report. However, future events or conditions may
cause the Group or Company to cease to continue as a going concern.

¢ Evaluate the overall presentation, structure and content of the consolidated and stand-alone financial
statements, including the disclosures, and whether the consolidated and stand-alone financial
statements represent the underlying transactions and events in a manner that achieves fair
presentation.

¢ Obtain sufficient appropriate audit evidence regarding the financia! information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.
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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 to 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 consolidated and stand-alone financial statements of the
current period and are therefore the key audit matters. We describe these matters in our auditor's 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.

Report on other legal and regulatory requirements

As required by the Jamaican Companies Act, we have cbtained all the information and

explanations which, to the best of our knowledge and belief, were necessary for the purposes of
our audit.

In cur opinion, proper accounting records have been kept, so far as appears from our examination of
those records, and the accompanying consolidated and stand-alone financial statements are in agreement
therewith and give the information required by the Jamaican Companies Act, in the manner so required.

The engagement partner on the audit resulting in this independent auditor's report is Kevin Powell.

QV( u»,wa&/ [Aﬂwx& Fplq_)
Chartered Accountants

5 Cclober 2022

Kingston, Jamaica



The Palace Amusement Company (1921) Limited

Consolidated Statement of Comprehensive Income
Year ended 30 June 2022
(expressed in Jamaican dollars unless otherwise indicated)
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2022 2021
Note $'000 $°000
Revenue S 649,044 105,771
Direct expenses (706,270) (341,789)
Gross Loss (57,226) (236,018)
Other operating income 6 9,415 6,689
Administration expenses (174,487) {(113,096)
Operating Loss (222,298) (342,425)
Finance costs — interest expense (45,319) (15,898)
Loss before Taxation (267.617) (358,323)
Taxation 9 6,935 (24,684)
Net Loss (260,682) (383,007)
Other Comprehensive Income:
ftems that will not be reclassified to profit or loss in the fulure
Realised gains on fair value other comprehensive income (FVOCI)
investments, net of taxation = 199
Unrealised gains on FVOCI investments, net of taxation 5,647 6,557
Gains on revaluation of properiy, plant and equipment, net of taxation - 606,404
Re-measurement of post-employment benefit asset, net of taxation 2,895 10,737
Total other comprehensive income 8,542 623,897
Total Comprehensive Income (252,140) 240,890
Net Loss Attributable to:
Stockholders of the Company 10 (260,671) (382,939)
Non-controlling interest (11) (68)
(260,682) (383,007)
Total Comprehensive Income Attributable to:
Stockholders of the Company (252,688) 240,309
Non-controlling interest 548 581
(252,140) 240,890
Earnings per Stock Unit Attributable to Stockholders of the Company 44 (181.40) (266.49)




Page 2
The Palace Amusement Company (1921) Limited

Consolidated Statement of Financial Position
30 June 2022
(expressed in Jamaican dollars unless otherwise indicated)

2022 2021
Note $°000 $’000

Non-Current Assets
Property, plant and equipment 12 1,087,213 1,146,115
Investments 13 25,030 19,383
Right-of-use assets 28 213,560 262,316
Post-employment benefit asset 15 39,380 40,968

1,365,183 1,468,782
Current Assets

Inventories 17 486,180 36,913
Receivables 18 47,021 27,853
Investments 13 215,406 -
Cash and cash equivalents 19 98,110 25,656
406,717 90,422
Current Liabilities
Payables 20 408,426 283,351
Taxation payable 4,828 4,859
Bank overdraft 19 - 29,887
Current portion of lease liabilities 28 50,071 67,920
Current portion of long-term liabilities 21 - 28,727
463,325 414,744
Net Current Liabilities (56,608) (324,322)

1,308,575 1,144,460

Stockholders’ Equity

Share capital 22 1,437 1,437
Capital reserve 23 772,388 772,388
Fair value reserve 24 23,199 18,111
Accumulated deficit 10 {413,711) (155,935)
383,313 636,001
Non-Controlling Interest 7,664 7,116
390,977 643,117
Non-Current Liabilities
t.ong term liabilities 21 711,182 255,148
Lease liabilities 28 166,566 199,410
Deferred tax liability 14 39,850 46,785
917,598 501,343

1,308,575 1,144,460

%c:or |ssz xm on October 5, Zﬂwmrled on it/Zhalf by:
QA ™ . aﬂ/\ﬂ_‘

Dou\g_]./as ham Director Melanie Graham Director
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The Palace Amusement Company (1921) Limited

Consolidated Statement of Changes in Equity
Year ended 30 June 2022
(expressed in Jamaican dollars unless otherwise indicated)

Attributable to the Company’s Stockholders

Number Non-
of Share Capital Fair Value Accumulate Controlling
Shares Capital Reserve Reserve d Deficit Interest Total
‘000 $'000 $°000 $'000 $'000 $°000 $'000
Balance at 1 July 2020 1,437 1,437 165984 23,872 204,399 6,535 402,227
Total Comprehensive Income
Net loss - - - - (382,939) (68) (383,007)
Other Comprehensive Income —
Re-measurement of post
employment benefit asset - - - - 10,737 - 10,737
Realised gains on FVQOCI
invesiments - - - (11,669) 11,868 - 199
Unrealised gains on
FVOCI investments - - - 5,908 - 649 6,557
Gains on revaluation of
property, plant and
equipment - - 606,404 - - - 606,404
- - 606,404 (5,761) (360,334) 581 240,890
Balance at 30 June 2021 1,437 1,437 772,388 18,111 {155,935) 7,116 643,117
Total Comprehensive Income
Net loss - - - - {260,671) {(11) (260,682)
Other Comprehensive Income —
Re-measurement of post
employment benefit asset - - - - 2,895 - 2,895
Unrealised gains on FVOC]
investments - - - 5,088 - 559 5,647
- - - 5,088 {257,776) 548  (252,140)

Balance at 30 June 2022 1,437 1,437 772,388 23,199 {413,711) 7,664 390,977




The Palace Amusement Company (1921) Limited

Consolidated Statement of Cash Flows
Year ended 30 June 2022
(expressed in Jamaican dollars unless otherwise indicated)

Page 4

2022 2021
$°000 $°000
Cash Flows from Operating Activities
Cash provided by/(used in) operating activities (Note 25) 12,883 (74,637)
Cash Flows from Investing Activities
Purchase of property, plant and equipment (4,034) (17,200)
Proceeds from sale of property, plant and equipment - 2,289
Encashment of investments 35,668 11,940
Purchase of investments (251,074) -
Interest received 3,581 59
Dividends received 709 600
Cash used in investing activities (215,150) (2,312)
Cash Flows from Financing Activities
Long term loans repaid (260,651) -
Long term loan received 687,958 191,658
Principal elements of lease payments {75,488) (87,064)
Interest paid (45,319) (15,898)
Cash provided by financing activities 306,500 88,696
104,233 11,747
Exchange (loss)/gain on foreign cash balances {1,892) 135
Increase in cash and cash equivalents 102,341 11,882
Cash and cash equivalents at beginning of year (4,231) (16,113)
Cash and Cash Equivalents at End of Year (Note 19) 98,110 (4,231)
Reconciliation of movements of liabilities to cash flows arising from financing activities:
Amounts represent bank and other loans, excluding bank overdraft.
2022 2021
$°000 $'000
At 1 July 283,875 92,217
Loans received 687,958 191,658
Loans repaid (260,651) 5
711,182 283,875
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The Palace Amusement Company (1921) Limited

Company Statement of Comprehensive Income
Year ended 30 June 2022
(expressed in Jamaican dollars unless otherwise indicated)

2022 2021
Note $'000 $'000
Revenue 489,664 86,159
Direct expenses {527,206) (258,175)
Gross Loss (37,542) {(172,016)
Other operating income 6 20,062 7,309
Administration expenses (174,487) {113,096)
Operating l.oss (191,967) (277,803)
Finance costs - interest expense {45,047) {15,898)
Loss before Taxation (237,014) {293,701)
Taxation 9 1,151 {24,388)
Net Loss 10 (235,863) (318,089)
Other Comprehensive Income:
lterns that will not be reclassified to profit or loss in the future -
Realised gains on fair value other comprehensive income (FVOCI)
investments, net of taxation - 199
Gains on revaluation of property, plant and equipment, net of tax - 237,125
Re-measurement of post-employment benefit asset, net of taxation 2,895 10,737
Total other comprehensive income 2,895 248,061

Total Comprehensive Income (232,968) (70,028)




The Palace Amusement Company (1921) Limited

Company Statement of Financial Position

30 June 2022

(expressed in Jamaican dollars unless otherwise indicated)

Page 6

Non-Current Assets
Property, plant and equipment
Investments

Right-of-use assets

Post-employment benefit asset
Due from subsidiaries

Current Assets
Inventories

Receivables

Investments

Cash and cash equivalents

Current Liabilities

Payables

Taxation payable

Bank overdraft

Current portion of lease liabilities
Current portion of long-term liabilities

Net Current Liabilities

Stockholders’ Equity
Share capital

Capital reserve
Accumulated deficit

Non-Current Liabilities
Due to subsidiaries
Long term liabilities
Lease liabilities
Deferred tax liability

%;:or ISSZ -Qoard f Directors on October 5, 2022 and P;igned oni

Note

12
13
28
15
16/26

17
18
13
19

20

19
28
21

22
23
10

16/26
21
28
14

2022 2021
$'000 $'000
566,426 606,214
485 485
213,560 262,316
39,380 40,068
85,959 79,857
905,810 980,840
44,261 35,279
45,727 25,663
215,406 -
97,306 25,396
402,700 86,338
390,970 272,740
7 38

- 29,887

50,071 67,920
- 28,727
441,048 399,312
(38,348) (312,974)
867,462 676,866
1,437 1,437
385,490 385,490
(453,554) (220,587)
(66,627) 166,340
45,012 43,488
711,182 255,148
166,566 199,410
11,329 12,480
934,089 510,526
867,462 676,866

/zhalf by:

ham

Dou\gj./as

Director

Melanie Graham

Director




The Palace Amusement Company (1921) Limited
Company Statement of Changes in Equity

Year ended 30 June 2022

(expressed in Jamaican dollars unless otherwise indicated)
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Balance at 1 July 2020

Total Comprehensive Income
Net loss

Other Comprehensive Income —

Re-measurement of
post employment benefit asset

Gains on revaluation of property,
plant and equipment

Realised gains on FVOCI
investments

Balance at 30 June 2021

Total Comprehensive Income
Net loss

Other Comprehensive Income —

Re-measurement of
post employment benefit asset

Balance at 30 June 2022

(Accumulated

deficit)
Number Share Capital Fair Value fRetained
of Shares Capital Reserve Reserve Earnings Total
‘000 $'000 $'000 $'000 $'000 $°000
1,437 1,437 148,365 11,669 74,897 236,368
- - - - (318,089)  (318,089)
- - - - 10,737 10,737
- - 237125 - - 237,125
- - - (11,669) 11,868 199
- - 237125 (11,669) (295,484) (70,028)
1,437 1,437 385,490 - (220,587) 166,340
- - - - (235,862) (235,862)
- = o - 2,895 2,895
- - - - (232,967)  (232,967)
1,437 1437 385,490 - {453,554) (66,627)




The Palace Amusement Company (1921) Limited

Company Statement of Cash Flows
Year ended 30 June 2022
(expressed in Jamaican dollars unless otherwise indicated)
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2022 2021
$°000 $'000
Cash Flows from Operating Activities
Cash provided by/(used in) operating activities {(Note 25) 12,776 (75,715)
Cash Flows from Investing Activities
Purchase of property, plant and equipment (4,034) (13,536)
Proceeds from sale of property, plant and equipment - 80
Encashment of investments 35,668 11,940
Purchase of Investments (251,074) -
Interest received 3,581 59
Cash used in investing activities (215,859) (1,457)
Cash Flows from Financing Activities
Long term loans repaid (260,651) -
Long term loans received 687,958 191,658
Principal elements of lease payments (75,488) (87,064)
Interest paid (45,047) (15,898)
Cash provided by financing activities 306,772 88,696
103,689 11,524
Exchange (loss)/gain on foreign cash balances (1,892) 135
Increase in cash and cash equivalents 101,797 11,659
Cash and cash equivalents at beginning of year {4,491) (16,150)
Cash and Cash Equivalents at End of Year (Note 19) 97,306 {4,491)
Recongciliation of movements of liabilities to cash flows arising from financing activities:
Amounts represent bank and other loans, excluding bank overdraft.
2022 2021
$'000 $'000
At 1 July 283,875 92,217
Loans received 687,958 191,658
Loans repaid {260,651) -
711,182 283,875
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The Palace Amusement Company (1921) Limited

Notes to the Financial Statements
30 June 2022

(expressed in Jamaican dollars unless otherwise indicated)

1.

Identification and Principal Activities

The Palace Amusement Company (1921) Limited (the Company)} and its subsidiaries (collectively referred to as
the Group) are limited liability companies, incorporated and resident in Jamaica and are cinema operators. The
Company is a 65.95% subsidiary of Russgram Investments Limited (the parent company), which is also
incorporated in Jamaica. The registered office of the Company, its subsidiaries and the parent company, is 1A
South Camp Road, Kingston.

The Company is listed on the Jamaica Stock Exchange.

Films are rented from:

(i) United International Pictures, which represents Universal Pictures and Paramount Pictures;

(i) ATM Film Distributors;

(i) Metropolitan Opera and By Experience, which represent National Theatre Live and Bolshoi Ballet; and

(iv) The parent company, which represents Warner Bros, 20th Century Fox, Disney as well as Goldmine
Productions and other independent distributors.

Significant Accounting Policies

The principal accounting policies applied in the preparation of these financial statements are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated.

{a) Basis of preparation
These financial statements have been prepared in accordance with International Financial Reporting

Standards (IFRSs) and have been prepared under the historical cost convention as modified by the revaluation
of certain financial assets.

The preparation of financial statements in conformity with IFRSs requires the use of certain critical accounting
estimates. It also requires management to exercise its judgement in the process of applying the Group's
accounting policies. Although these estimates are based on management’s best knowledge of current events
and actions, actual results could differ from those estimates. The areas involving a higher degree of judgement

or complexity, or areas where assumptions and estimates are significant to the financial statements, are
disclosed in Note 4.

The Group and Company incurred a loss of $260,682,000 and $235,862,000 respectively for the year ended
30 June 2022. As a result of the losses incurred in the current and prior years, the Group's and Company
current liabilities exceeded its current assets by approximately $56,608,000 and $38,349,000. respectively.
The main reason for the sustained losses incurred by the Group and Company is less than planned
patronage and cinema closure due to the government restrictions as a result of COVID-19 up to the third
quarter of the financial year.

Management considers it appropriate to adopt the going concern basis in the preparation of these financial
statements on the premise that the losses have declined over prior year and revenue increased by more
than 100% and is expected to significantly increase within the next 12 months given the COVID-19
restrictions have been lifted and all cinemas are in operation. Management prepared its cash flow
forecasts, taking into consideration that all cinemas will remain open, and have concluded that the Group
and Company will generate sufficient cash flows to sustain its operations for the foreseeable future.
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The Palace Amusement Company (1921) Limited

Notes to the Financial Statements
30 June 2022
(expressed in Jamaican dollars unless otherwise indicated)

2. Significant Accounting Policies (Continued)
(a) Basis of preparation (continued)

Standards, interpretations and amendments to published standards effective in the current year

Certain new standards, interpretations and amendments to existing standards have been published that
became effective during the current financial year. The Group has assessed the relevance of all such new
standards, interpretations and amendments and has concluded that the following new standards,
interpretations and amendments are immediately relevant to its operations.

e Amendments to IFRS 7, IFRS 4 and IFRS 16 Interest Rate Benchmark Reform — Phase 2
(effective for annual periods beginning on or after 1 January 2021). The 1ASB has issued amendments
to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 that address issues arising during the reform of
benchmark interest rates including the replacement of one benchmark rate with an alternative one.
Given the pervasive nature of IBOR-based contracts, the amendments could affect companies in all
industries. The amendments are effective from 1 January 2021 (1 July 2021 for the Group). This
publication provides guidance on how to apply the Phase 2 amendments to various contracts and
hedge accounting relationships, including the interaction with the Phase 1 reliefs for hedge accounting.
The adoption of the amendments did not have any impact on the financial statements of the Group.

Amendment to IFRS 16, ‘Leases’ — COVID-19 related rent recession, (effective for annual periods
beginning on or after 1 April 2021). As a result of the COVID-19 pandemic, rent concessions have
been granted to lessees. Such concessions might take a variety of forms, including payment holidays
and deferral of lease payments. In May 2020, the IASB made an amendment to IFRS 16 Leases which
provides lessees with an option to treat qualifying rent concessions in the same way as they would if
they were not lease modifications. In many cases, this will resuit in accounting for the concessions as
variable lease payments in the period in which they are granted. The adoption of this amendment did
not to have an impact on the Group.

Standards, amendments and interpretations to existing standards that are not yet effective and have
not been early adopted by the Group

The Group has concluded that the foliowing standards, which are published but not yet effective, are
relevant to its operations. These pronouncements are effective for annual periods beginning on or after
year end dates noted and will be applied by the Group as of those dates unless otherwise indicated.
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The Palace Amusement Company (1921) Limited

Notes to the Financial Statements
30 June 2022
(expressed in Jamaican dollars unless otherwise indicated)

2. Significant Accounting Policies (Continued)
{a) Basis of preparation (continued)

Standards, interpretations and amendments to existing standards not yet effective during the
current year by the Group (continued)

Amendments to IFRS 17, ‘Insurance contracts’, (effective for annual periods beginning on or after
1 January 2023). This standard replaces IFRS 4, which currently permits a wide variety of practices in
accounting for insurance contracts. IFRS 17 will fundamentally change the accounting by all entities that
issue insurance contracts and investment contracts with discretionary participation features. The Group
does not expect any impact on the financial statements from adoption of these amendments.

Amendments to IAS 1, Presentation of financial statements on classification of liabilities, (effective
for annual periods beginning on or after 1 January 2022). These narrow-scope amendments to
IAS 1, 'Presentation of financial statements’, clarify that liabilities are classified as either current or non-
current, depending on the rights that exist at the end of the reporting period. Classification is unaffected by
the expectations of the entity or events after the reporting date (for example, the receipt of a waiver or a
breach of covenant).The amendment also clarifies what IAS 1 means where it refers to the ‘settlement’ of a
liability. The Group does not expect any significant impact on the financial statements from adoption of
these amendments.

Amendments to IFRS 3, IAS 16, IAS 37 and some annual improvements on IFRS 1, IFRS 9, and IFRS
18, (effective for annual periods beginning on or after 1 January 2022). Amendments to IFRS 3, ‘Business
combinations’ update a reference in IFRS 3 to the Conceptual Framework for Financial Reporting without
changing the accounting requirements for business combinations. Amendments to IAS 16, ‘Property, plant
and equipment’ prohibit a company from deducting from the cost of property, plant and equipment amounts
received from selling items produced while the company is preparing the asset for its intended use. Instead,
a company will recognise such sales proceeds and related cost in profit or loss. Amendments to 1AS 37,
‘Provisions, contingent liabilities and contingent assets’ specify which costs a company includes when
assessing whether a contract will be loss-making. Annual improvements make minor amendments to IFRS
1, ‘First-time Adoption of IFRS’, {IFRS 9, 'Financial instruments’, and the illustrative examples accompanying
IFRS 16, 'Leases’. The Group does not expect any significant impact on the financial statements from
adoption of these amendments.

Narrow scope amendments to IAS 1, Practice statement 2 and IAS 8, (effective for annual periods
beginning on or after 1 January 2023). The amendments aim to improve accounting policy disclosures and
to help users of the financial statements to distinguish between changes in accounting estimates and
changes in accounting policies. The Group does not expect any significant impact on the financial
statements from adoption of these amendments.
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2. Significant Accounting Policies (Continued)

(a)

(b)

Basis of preparation (continued)

Standards, amendments and interpretations to existing standards that are not yet effective and have
not been early adopted by the Group (continued)

Amendment to IAS 12 - Deferred tax related to assets and liabilities arising from a single
transaction, (effective for annual periods beginning on or after 1 January 2023). These amendments
require companies to recognise deferred tax on transactions that, on initial recognition give rise to equal
amounts of taxable and deduct able temporary differences. The Group does not expect any significant
impact on the financial statements from adoption of these amendments.

There are no other IFRS or IFRIC interpretations that are not yet effective that would be expected to have a
material impact on the Group.

Basis of consolidation

Subsidiaries

Subsidiaries are all entities over which the Group has control. The Group controls an entity when the group is
exposed to, or has rights to, variable returns from its involvement with the entity and has the ability to affect
those returns through power over the entity.

Subsidiaries are consolidated from the date on which control is transferred to the Group and are no longer
consolidated from the date that control ceases. The Group uses the acquisition method of accounting to
account for business combinations. The consideration transferred for the acquisition of a subsidiary is the fair
values of the assets transferred, the liabilities incurred, and the equity interests issued by the Group. The
consideration transferred includes the fair value of any asset or liability resulting from a contingent
consideration arrangement. Acquisition-related costs are expensed as incurred. Identifiable assets acquired
and liabilities and contingent liabilities assumed in a business combination are measured initially at their fair
values at the acquisition date. On an acquisition-by-acquisition basis, the Group recognises any non-
controlling interest in the acquiree either at fair value or at the non-controlling interest’s proportionate share of
the acquiree’s net assets. Investments in subsidiaries are accounted for at cost less impairment. Cost is
adjusted to reflect changes in consideration arising from contingent consideration amendments.

The excess of the consideration transferred, the amount of any non-controlling interest in the acquiree and the
acquisition-date fair value of any previous equity interest in the acquiree over the fair value of the identifiable
net assets acquired is recorded as goodwill. If this is less than the fair value of the net assets of the subsidiary
acquired in the case of a bargain purchase, the difference is recognised directly in profit or loss.

Inter-company transactions, balances and unrealised gains on transactions between Group companies are
eliminated. Unrealised losses are also eliminated. Accounting policies of subsidiaries have been changed
where necessary to ensure consistency with the policies adopted by the Group.
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2, Significant Accounting Policies (Continued)

(b) Basis of consolidation (continued)

(c)

Subsidiaries
The subsidiaries and their principal activities are as follows:

Percentage Percentage
Countryof Ownership  Ownership

Name of Company Principal activity Incorporation 2022 (%) 2021 (%)
The Cinema Company of Jamaica Cinema

Limited operations Jamaica 100 100
Tropical Cinema Company Limited Not trading Jamaica 90.1 90.1
Harbor View Cinema Company

Limited Not trading Jamaica 77.5 77.5

Transactions and non-controlling interests

The Group treats transactions with non-controlling interests as transactions with equity owners of the Group.
For purchases from non-controlling interests, the difference between any consideration paid and the relevant
share acquired of the carrying value of net assets of the subsidiary is recorded in equity. Gains or losses on
disposals to non-controlling interests are also recorded in equity.

When the Group ceases to have control or significant influence, any retained interest in the entity is
remeasured to its fair value, with the change in carrying amount recognised in profit or loss. The fair value is
the initial carrying amount for the purposes of subsequently accounting for the retained interest as an
associate, joint venture or financial asset. In addition, any amounts previously recognised in other
comprehensive income in respect of that entity are accounted for as if the Group had directly disposed of the
related assets or liabilities. This may mean that amounts previously recognised in other comprehensive
income are reclassified to profit or loss.

Foreign currency translation

Functional and presentation currency

ltems included in the financial statements of each of the Group's entities are measured using the currency of
the primary economic environment in which the entity operates (‘the functional currency’). The consolidated
financial statements are presented in Jamaican dollars, which is also the Group's functional currency.

Transactions and balances

Foreign currency transactions are accounted for at the exchange rates prevailing at the dates of the
transactions.

Monetary items denominated in foreign currency are translated to Jamaican dollars using the closing rate as at
the reporting date. Non-monetary items measured at historical cost denominated in a foreign currency are
translated using the exchange rate as at the date of initial recognition; non-monetary items in a foreign
currency that are measured at fair value are translated using the exchange rates at the date when the fair
value was determined.

Exchange differences arising from the settlement of transactions at rates different from those at the dates of
the transactions and unrealised foreign exchange differences on unsettled foreign currency monetary assets
and liabilities are recognised in profit or loss. Translation differences on non-monetary financial instruments,
such as equities classified as fair value through other comprehensive income, are recognised in other
comprehensive income.
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2. Significant Accounting Policies (Continued)

{d) Property, plant and equipment

(e)

Property, plant and equipment are initially recorded at cost. Freehold land and buildings are subsequently
shown at fair value based on valuations by external independent valuers at least every three years, less
subsequent depreciation of buildings. All other assets are stated at historical cost less depreciation, except
land which is not depreciated as it is deemed to have an indefinite life.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as
appropriate only when it is probable that a future economic benefit associated with the item will flow to the
company or the cost of the item can be measured reliably. The carrying amount of any replaced part is
derecognised. All other repairs and maintenance are charged to profit or loss during the financial period in
which they are incurred.

Increases in carrying amounts arising on revaluation are credited to the capital reserve in shareholders’
equity. Decreases that offset previous increases of the same asset are charged against the capital reserve,

Depreciation is calculated on the straight-line basis at such rates as will write off the carrying value of the
assets over the period of their expected useful lives. Land is not depreciated. The expected useful lives of
the other property, plant and equipment are as follows:

Theatre and other buildings 40 years
Leasehold improvements 10 years
Equipment and fixtures 5-10 years
Motor vehicles 5 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting
date.

An asset’'s carrying amount is written down immediately to its recoverable amount if the asset's carrying
amount is greater than its estimated recoverable amount (Note 2{e)).

Gains and losses on disposals of property, plant and equipment are determined by reference to their
carrying amount and are taken into account in determining profit or loss.

Impairment of non-current assets

Property, plant and equipment and other non-current assets are reviewed for impairment losses whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable. An
impairment loss is recognised for the amount by which the carrying amount of the assets exceeds its
recoverable amount, which is the greater of an asset's net selling price and value in use. For the purpose of
assessing impairment, assets are grouped at the lowest level for which there are separately identified cash
flows. Non financial assets other than goodwill that suffered an impairment are reviewed for possible
reversal of the impairment at each reporting date.
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2. Significant Accounting Policies (Continued)

(f) Financial instruments
A financial instrument is any contract that gives rise to both a financial asset in one entity and a financial
liability or equity in another entity.

Financial assets

(i)

(1t}

Classification
The Group classifies its financial assets in the following measurement categories:

¢  Atfair value (either through OCI or through profit or loss); and
o At amortised cost

The classification is based on the Group’s business model for managing the financial assets and the
contractual terms of the cash flows.

For assets measured at fair value, gains and losses are recorded in profit or loss or OCI.

Recognition and derecognition

Purchases and sales of financial assets are recognised on trade-date, the date on which the Group
commits to purchase or sell the asset. Financial assets are derecognised when the rights to receive
cash flows from the financial assets have expired or have been transferred and the Group has
transferred substantially ali the risks and rewards of ownership.

(i} Measurement

At initial recognition, the Group measures a financial asset at its fair value plus transaction cost directly
attributable to the acquisition of the financial asset in the case of a financial asset not at fair value
through profit or loss (FVPL). Transaction costs that are directly attributable to the acquisition of the
financial asset carried at FVPL are expensed in profit or [0ss.

Financial assets with embedded derivatives are considered in their entirety when determining whether
their cash flows are solely payment of principal and interest.
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2, Significant Accounting Policies (Continued)
{f} Financial instruments (continued)
Financial assets (continued)

{ii) Measurement (continued)

e Amortised costs - Financial assets classified as amortised costs are assets that are held for
collection of contractual cash flows where those cash flows represent solely payments of principal
and interest are measured at amortised cost. Any gain or loss arising on derecognition is
recognised directly in profit or loss and presented in gains/(losses). Impairment losses are
presented as separate line item in profit or loss. The Group’s financial assets measured at
amortised cost comprise trade and other receivables, due from related parties, investments and
cash and bank balances.

» FVOC! - Financial assets that are held for collection of contractual cash flows and for selling,
where the assets’ cash flows represent solely payments of principal and interest, are measured at
FVOCI. Movements in the carrying amount are taken through QCI, except for the recognition of
impairment gains or losses, interest income and foreign exchange gains and losses which are
recognised in profit or loss. When the financial asset is derecognised, the cumulative gain or loss
previously recognised in OCI is reclassified from equity to profit or loss and recognised in other
gains/(losses). Interest income from these financial assets is included in investment income using
the effective interest rate method. Foreign exchange gains and losses are presented in
gains/(losses} and impairment expenses are presented as separate line item in the statement of
profit or loss.

o FVPL - Assets that do not meet the criteria for amortised cost or FVOCI are measured at FVPL.
Gains or losses on a debt investment that is subsequently measured at FVPL is recognised in profit
or loss and presented net within other gains/({losses) in the period in which it arises.

Equity instruments

The Group subsequently measures all equity investments at fair value. Where the Group’s
management has elected to present fair value gains and losses on equity investments in OCI, there is
no subsequent reclassification of fair value gains and losses to profit or loss following the derecognition
of the investment. Dividends from such investments continue to be recognised in profit or loss when the
Group's right to receive payment is established.

Changes in the fair value of financial assets at FVPL are recognised in gains/{losses) in the profit or
loss statement as applicable. Impairment losses (and reversal of impairment losses) on equity
investments measured at FVOCI are not reported separately from other changes in fair value.

{iv} Impairment
The group assesses on a forward-looking basis the expected credit loss associated with its debt
instruments carried at amortised cost (include cash and cash equivalents) and FVOCI. The impairment
methodology applied depends on whether there has been a significant increase in credit risk.

For trade receivables, the Group applies the simplified approach permitted by IFRS 9, which requires
expected lifetime losses to be recognised from initial recognition of the receivables.
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2. Significant Accounting Policies (Continued)

(9)

{h)

1)

(k)

Inventories

Inventories are stated at the lower of cost and fair value less costs to sell, cost being determined on the first-
in, first-out basis. Fair value less costs to sell is the estimated selling price in the ordinary course of
business, less selling expenses.

Trade receivables

Trade receivables are recognised initially at the amount of consideration that is unconditional unless they
contain significant financing components, in which case they are recognised at fair value. The Company
holds the trade receivables with the objective to collect the contractual cash flows. The cash flows of the
Company's trade receivables are solely payments of principal and interest (SPPI). Subsequent to initial
recognition at fair value, the Company measures trade receivables at amortised cost using the effective
interest method.

Cash and cash equivalents

Cash and cash equivalents are carried in the statement of financial position at cost. For the purposes of the
cash flow statement, cash and cash equivalents comprise cash at bank and in hand and short-term deposits
with original maturity of 90 days or less.

Borrowings

Borrowings are recognised initially at the proceeds received, net of transaction costs incurred. Borrowings are
subsequently stated at amortised cost using the effective yield method. Any difference between proceeds, net
of transaction costs, and the redemption value is recognised in profit or loss over the period of the borrowings.

Current and deferred income taxes
Taxation expense in profit or loss comprises current and deferred tax charges.

Current tax charges are based on taxable profits for the year, which differ from the profit before tax reported
because taxable profits exclude items that are taxable or deductible in other years, and items that are never
taxable or deductible. The Group’s liability for current tax is calculated at tax rates that have been enacted at
the reporting date.

Deferred tax is the tax that is expected to be paid or recovered on differences between the carrying amounts
of assets and liabilities and the corresponding tax bases. Deferred income tax is provided in full, using the
liability method, on temporary differences arising between the tax bases of assets and liabilities and their
carrying amounts in the financial statements. Deferred income tax is determined using tax rates that have
been enacted or substantially enacted by the reporting date and are expected to apply when the related
deferred income tax asset is realised or the deferred income tax liability is settled.

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

Deferred tax is charged or credited to profit or loss, except where it relates to items charged or credited to
other comprehensive income or equity, in which case deferred tax is also dealt with in other comprehensive
income or equity.
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2. Significant Accounting Policies (Continued)

(k)

()

Current and deferred income taxes (continued)

Deferred income tax liabilities are not recognised for the withholding tax and other taxes that would be
payable on the unremitted earnings of subsidiaries as such amounts are permanently reinvested and are
not subject to tax.

Employee benefits

The Group operates defined benefit plans, the assets of which are generally held in separate trustee-
administered funds. A defined benefit plan is a pension plan that defines an amount of pension benefit to be
provided, usually as a function of one or more factors such as age, years of service or compensation. The
plans are generally funded through payments to trustee administered funds, determined by periodic actuarial
calculations.

The asset or liability recognised in the statement of financial position in respect of the defined benefit
pension plan is the present value of the defined benefit obligation at the statement of financial position date
less the fair value of plan assets, together with adjustments for past service costs. The defined benefit
obligation is calculated annually by independent actuaries using the projected unit credit method. The
present value of the defined benefit obligation is determined by discounting the estimated future cash
outflows using interest rates of high-quality corporate bonds that are denominated in the currency in which
the benefits will be paid, and that have terms to maturity approximating the terms of the related pension
liability.

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are
charged or credited to other comprehensive income in the period in which they arise.

Past service costs are recognised immediately in the income statement.

{m) Provisions

(n)

Provisions for restructuring costs and legal claims are recognised when the Group has a present legal or
constructive obligation as a result of past events; it is probable that an outflow of resources will be required
to settle the obligation; and the amount has been reliably estimated. Restructuring provisions comprise
employee termination payments. Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in settliement
is determined by considering the class of obligations as a whole.

Provisions are measured at the present value of the expenditure expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and the
risks specific to the obligation. The increase in the provision due to passage of time is recognised as interest
expense.

Revenue recognition

Group revenue comprises box office receipts, theatre confectionery sales, advertising and film rental
income. Box office receipts and concession sales are cash sales and are recognised when cash is
collected. Advertising and rental income are recognised on an accrual basis in accordance with the
substance of the underlying contracts. Revenue is shown net of General Consumption Tax, returns and
discounts and after eliminating sales within the Group.
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2. Significant Accounting Policies (Continued)

(n)

(o)

Revenue recognition (continued)

The Group recognises revenue when the amount of revenue can be reliably measured, it is probable that
future economic benefits will flow to the entity and when specific criteria have been met for each of the
Group's activities as described above.

The Group sells movie vouchers which entitle customers to box office attendance in the future. The fair
value of the consideration received is recognised as deferred income. Revenue is recognised as the movie
vouchers are utilised or expire. Vouchers expire 12 months after the initial sale.

Leases

Leases are recognised as a right-of-use asset and a corresponding liability at the date at which the leased
asset is available for use by the Group. Each lease payment is allocated between the liability and finance
cost. The finance cost is charged to profit or loss over the lease period so as to produce a constant periodic
rate of interest on the remaining balance of the liability for each period. The right-of-use asset is depreciated
over the shorter of the asset's useful life and the lease term on a straight-line basis.

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease liabilities
include the net present value of the following lease payments:

fixed payments (including in-substance fixed payments), less any lease incentives receivable
variable lease payment that are based on an index or a rate

amounts expected to be payable by the lessee under residual value guarantees

the exercise price of a purchase option if the lessee is reasonably certain to exercise that option, and

payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that
option.

Lease payments to be made under reasonably certain extension options are also included in the
measurement of the liability.

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be
determined, the lessee’s incremental borrowing rate is used, being the rate that the lessee would have to
pay to borrow the funds necessary to obtain an asset of similar value in a similar economic environment with
similar terms and conditions. To determine the incremental borrowing rate, the Group uses recent third-party
financing received by the individual lessee as a starting point.

The Group is exposed to potential future increases in variable lease payments based on an index or rate,
which are not included in the lease liability until they take effect. When adjustments to lease payments
based on an index or rate take effect, the lease liability is reassessed and adjusted against the right-of-use
asset.

Right-of-use assets are measured at cost comprising the following:

the amount of the initial measurement of lease liability

any lease payments made at or before the commencement date less any lease incentives received
any initial direct costs, and

restoration costs.
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2. Significant Accounting Policies {Continued)

(o)

{+))

(q)

Leases (continued)

Right-of-use assets are generally depreciated over the shorter of the asset's useful life and the lease term
on a straight-line basis. If the Group is reasonably certain to exercise a purchase option, the right-of-use
asset is depreciated over the underlying asset's useful life.

Payments associated with short-term leases are recognised on a straight-line basis as an expense in profit
or loss. Short-term leases are ieases with a lease term of 12 months or less.

The lease term is determined as the non-cancellable period of the lease and also takes account of
extension and termination options if reasonably certain to be exercised. The assessment of reasonable
certainty is only revised if a significant event or change in circumstances occurs, which affects this
assessment, and that is within the control of the Group.

Segment reporting

A business segment is a group of assets and operations engaged in providing products or services that are
subject to risks and returns that are different from those of other business segments. Operating segments are
reported in a manner consistent with internal reporting to the Group’s chief operating decision maker.

Dividend distribution
Dividend distributions to the Company’s shareholders are recognised as a liability in the Group's financial
statements in the period in which the dividends are approved by the Company’s shareholders.

Dividends for the year that are declared after the reporting date are dealt with in the subsequent events note.
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3. Financial Risk Management

(a} Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk {(including currency risk, cash flow
interest rate risk and price risk), credit risk and liquidity risk. Management seeks to minimise potential
adverse effects on the financial performance of the Group.

Financial risk management is carried out by the Finance department under policies approved by the Board
of Directors. The Board provides principles for overall risk management, as well as policies covering specific
areas, such as foreign exchange risk, interest rate risk, credit risk and investment of excess liquidity.

{i)y MWarket risk

Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate because of changes in foreign
exchange rates.

Currency risk arises from film rental income and US dollar cash and bank balances. The Group manages
this risk by ensuring that the net exposure in foreign assets and liabilities is kept to an acceptable level by
monitoring currency positions. The Group further manages this risk by maximising foreign currency
earnings and holding net foreign currency assets.

Concentration of currency risk
The Group and Company are exposed to foreign currency risk in respect of US dollar receivables and

cash and bank balances amounting to $24,790,000 (2021 - $5,909,000) and $4,676,000
(2021 — $14,041,000), respectively.

Foreign currency sensitivity

The following table indicates the sensitivity of profit before taxation to changes in foreign exchange
rates. The change in currency rate below represents management's assessment of the possible
change in foreign exchange rates. The sensitivity analysis represents outstanding foreign currency
denominated cash and bank and accounts receivable balances and adjusts their translation at the
year-end for 4% (2021 — 8%) depreciation and a 1% (2021 — 2%) appreciation of the Jamaican dollar
against the US dollar. The changes below would have no impact on other components of equity.

The Group and Company
% Change in Effect on % Change in Effect on
Currency Profit Currency Profit
Rate  before Tax Rate before Tax
30 June 30 June
2022 2021
2022 $'000 2021 $'000

Currency:

usbD -4 1,179 -8 1,596

uUSD +1 -295 +2 (399)
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3. Financial Risk Management (Continued)
{a) Financial risk factors (continued)
() Market risk {continued)

Price risk

Price risk is the risk that the value of a financial instrument will fluctuate as a result of changes in market
prices, whether those changes are caused by factors specific to the individual instrument or its issuer or
factors affecting all instruments traded in the market. The Group is exposed to equity securities price
risk arising from its holding of FVOCI investments. As the Group does not have a significant exposure,
market price fluctuations are not expected to have a material effect on the net results or stockholders’
equity.

Cash flow and fair value interest rate risk
Interest rate risk is the risk that the value or cash flows of a financial instrument will fluctuate due to
changes in market interest rates.

Floating rate instruments expose the Group to cash flow interest rate risk, whereas fixed rate
instruments expose the Group to fair value interest rate risk.

The Group is primarily exposed to fair value interest rate risk on its fixed rate borrowings. The Group
analyses its interest rate exposure arising from borrowings on an ongoing basis, taking into
consideration the options of refinancing, renewal of existing positions and alternative financing.

Short term deposits and borrowings are the only interest-bearing assets and liabilities respectively,
within the Group. The Group's short-term deposits are due to mature within 3 months of the reporting
date, and the Groups borrowings are at fixed rates.

Interest rate sensitivity
There is no significant exposure to interest rate risk on short term deposits, as these deposits have a
short term to maturity and are constantly reinvested at current market rates.

There is no significant exposure to interest rate risk on borrowings as these are at fixed rates and are
carried at amortised cost.
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3. Financial Risk Management (Continued)
(a} Financial risk factors (continued)

(ii) 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 from trade receivables, due from subsidiary
companies, and cash and bank balances.

Trade receivables

Revenue transactions in respect of the Group's primary operations are settled either in cash or by using
major credit cards. For its operations done on a credit basis, the Group has policies in place to ensure
that sales of services are made to customers with an appropriate credit history.

In assessing credit losses associated with trade receivables, the Group applies the simplified approach
permitted by IFRS 9, which requires expected lifetime losses to be recognised from initial recognition of
the receivables.

The expected credit loss rates are based on the historical credit losses experienced within a three-year
period before 30 June 2022. The historical rates are adjusted to reflect current and forward-looking
information on the macroeconomic factors affecting the ability of the customers to settle the receivables.
The group has identified the Gross Domestic Product (GDP), the interest rate and the inflation rate of
the country in which it sells its services to be the most relevant factors and accordingly adjusts the
historical loss rates based on the expected changes in these factors.

On this basis, the loss allowance as at 30 June 2022 and 2021 was determined as follows for trade

receivables:
The Group and Company

Gross
Expected Carrying
Credit Loss Amount
30 June 2022 Rate $°000
Current 0% 21,460
More than 30 days past due 0% 203
More than 90 days past due 47% 1,736
23,399

Loss allowance (595)

Total 22,804
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3. Financial Risk Management (Continued)
{a) Financial risk factors {(continued)
Credit risk {continued

Trade receivables (continued)

The Group and Company
Gross
Expected Carrying
Credit Loss Amount
30 June 2021 Rate $'000
Current 0% 4912
More than 30 days past due 0% -
More than 90 days past due 47% 3,020
7,932
Loss allowance (1,414)
Total 6,518

Due from subsidiary companies

This represents the year end balance arising mainly from the Group's centralised treasury function. The
subsidiaries conduct all transactions through their current accounts with the Company. The Company mainly
has balances with the Cinema Company of Jamaica and the credit risk associated with these balances is
considered low due to the credit quality of The Cinema Company of Jamaica.

Cash and bank balances
Cash transactions are limited to high credit quality financial institutions. The Group has policies that limit the
amount of credit exposure to any one financial institution.

Maximum exposure to credit risk
The maximum exposure to credit risk is equal to the carrying amount of ‘trade and other receivables’, ‘due
from subsidiaries’ and ‘cash and cash equivalents’ in the statement of financial position.
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3. Financial Risk Management (Continued)
{a) Financial risk factors (continued)

{ii) Credit risk (continued)

The closing loss allowances for trade receivables as at 30 June 2022 reconcile to the opening

loss allowance as follows:

The Group and Company

2022 2021

$’000 $'000

Opening loss allowance as at 1 July 1,414 1,414
Provision for receivables impairment 164 -
Amounts recovered from previous provision (983) -
At 30 June 595 1,414

The creation and release of provision for impaired receivables have been included in expenses in profit
or loss. Amounts charged to the allowance account are generally written off when there is no
expectation of recovering additional cash. Impairment estimates have been adjusted based on actual

collection patterns.

Concentration of risk — trade receivables

The following table summarises the Group's and Company's credit exposure for trade receivables at

their carrying amounts, as categorised by the customer sector:

The Group and Company

2022 2021

$°000 $'000

Independent cinemas 20,759 5,909
Advertising agencies 2,640 2,023
23,399 7,932
Less: Provision for credit losses (595) (1,414)
22,804 6,518




The Palace Amusement Company (1921) Limited

Notes to the Financial Statements

30 June 2022

(expressed in Jamaican dollars unless otherwise indicated)

Page 26

3. Financial Risk Management (Continued)

(a) Financial risk factors (continued)

(iii) Liquidity risk

Liquidity risk is the risk that the Group will be unable to meet its payment obligations associated with its
financial liabilities when they fall due. Prudent liquidity risk management implies maintaining sufficient
cash and marketable securities, and the availability of funding through an adequate amount of committed
credit facilities and the ability to close out market positions. At the reporting date, the Group has an
undrawn amount relating to a credit revolving facility. The Group has also taken various measures to
reduce its expenses and to defer payments for some of its trade payables and accruals.

Liquidity risk management process

The Group’s liquidity management process, as carried out within the Group and menitored by the Finance
department, includes:

(i) Monitoring future cash flows and liquidity on a bi-weekly basis.

(i) Maintaining a portfolio of short-term deposit balances that can easily be liquidated as protection
against any unforeseen interruption to cash flow.

(ili) Maintaining committed lines of credit.
{iv) Optimising cash returns on investments.,

Cash flows of financial liabilities

The maturity profile of the Group's and Company's financial liabilities, based on contractual
undiscounted payments at contractual maturity dates, is as follows:

The Group
LA ;et:rg st::r: 5 Y(:::sr Total
$°000 $°000 $'000 $'000 $'000
] 2022
Trade payables 144,665 - - - 144,665
Accruals and other payables 244,818 5 - - 244,818

Lease liabilities 50,071

Long term liabilities

53,602

68,683 62475
255,574 484,326

35,408 216,637
58,235 851,637

Total financial liabilities 493,056 324,257 546,801 93,643 1,457,757
2021
Trade payables 76,623 - - - 76,623
Accruals and other payables 219,117 - = - 219117
Bank overdraft 29,887 5 - - 20,887
Lease liabilities 67,920 77,799 66,849 54,762 267,330
Long term liabilities 15,795 43,868 119,425 182,711 361,799
Total financial liabilities 409,342 121,667 186,274 237,473 954,756
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3. Financial Risk Management (Continued)
{a) Financial risk factors (continued)
{iii) Liquidity risk (continued)

Cash flows of financial liabilities (continued)

The Company
Within 1t02 2to5 Over 5

1Year Years Years Years Total
$'000 _$'000 $'000 $'000 $°000

- 2022
Trade payables 144,665 5 5 - 144,665
Accruals and other payables 231,206 5 5 - 231,206
Due to subsidiary companies 45,012 - - - 45012
Lease liabilities 50,071 68,683 62475 9408 516637
Long term liabilities 53,502 255,574 484,326 58,235 851,637
Total financial liabilities 524,456 324,257 546,801 93,643 1,489,157

2021
Trade payables 76,623 s g - 76,623
Accruals and other payables 205,160 - - - 205,160
Due to subsidiary companies 43,487 - - - 43 487
Bank overdraft 29,887 - - - 29,887
Lease liabilities 67,920 77,799 66,849 54,762 267,330
Long term liabilities 15,795 43,868 119,425 182,711 361,799
Total financial liabilities 438,872 121,667 186,274 237,473 984,286

Assets available to meet all of the liabilities and to cover financial liabilities include cash and short-term
deposits.

{b) Capital management
The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going
concern in order to provide returns for stockholders and benefits for other stakeholders. The Board of
Directors monitors the return on capital, which the Group defines as net operating income, excluding non-
recurring items, divided by total stockholders’ equity. The Board of Directors also monitors the level of
dividends to stockholders.

There are no particular strategies to determine the optimal capital structure. There are externally imposed
capital maintenance requirements to which the Group is subjected, and with which they were in breach for
the year ended 30 June 2022 (See note 21). The Group cbtained a waiver letter from the financial institution
for the breached requirements for the year ended 30 June 2022.
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3. Financial Risk Management (Continued)

(c) Fair value estimation
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. Market price is used to determine fair value where an active
market (such as a recognised stock exchange) exists as it is the best evidence of the fair value of a financial
instrument. The standard requires disclosure of fair value measurements by level using the following fair
value measurement hierarchy:

(i) Levet1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities.

{i) Level 2 - Inputs other than quoted prices included within level 1 that are observable for the asset or
liability, either directly (that is, as prices) or indirectly (that is, derived from prices).

(iii) Level 3 - Inputs for the asset or liability that are not based on observable market data (that is,
unchservable inputs).

The fair value of financial instruments traded in active markets, such as FVOCI investments, is based on
quoted market prices at the reporting date. The quoted market price used for financial assets held by the
Group is the current bid price. These instruments are included in Level 1 and comprise equity instruments
traded on the Jamaica Stock Exchange and Trinidad and Tobago Stock Exchange.

The only financial assets that are re-measured at fair value after initial recognition are equities of $25,030,000
(2021 - $19,383,000) and $485,000 (2021 - $485,000) for the Group and Company, respectively.

There were no transfers between levels during the year.

As at 30 June 2022 and 30 June 2021, there were no unquoted equity instruments.
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4. Critical Accounting Judgements and Key Sources of Estimation Uncertainty

Judgements and estimates are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.

(a)

(b)

Critical judgements in applying the Group’s accounting policies
In the process of applying the Group’s accounting policies, management has not made any judgements that it
believes would cause a significant impact on the amounts recognised in the financial statements.

Key sources of estimation uncertainty

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will,
by definition, seldom equal the related actual results. The estimates and assumptions that have a significant
risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial
year are discussed below.

Retirement benefit obligations

The cost of these henefits and the present value of the future obligations depend on a number of factors that
are determined by actuaries using a number of assumptions. The assumptions used in determining the net
periodic cost or income for retirement benefits include the expected long-term rate of return on the relevant
plan assets and the discount rate. Any changes in these assumptions will impact the net periodic cost or
income recorded for retirement benefits and may affect planned funding of the pension plan. The expected
return on plan assets assumption is determined on a uniform basis, considering long-term historical returns,
asset allocation and future estimates of long-term investment returns. The Group determines the
appropriate discount rate at the end of each year, which represents the interest rate that should be used to
determine the present value of estimated future cash outflows expected to be required to settle the
retirement benefit obligations. In determining the appropriate discount rate, the Group considered interest
rate of high-quality Government of Jamaica bonds that are denominated in the currency in which the
benefits will be paid and have terms to maturity approximating the terms of the related obligations. Other
key assumptions for the retirement benefits are based on current market conditions.

Impairment review for long lived assets

As a result of the impact of COVID-19, equipment and fixtures and right of use assets {(ROA) were reviewed
for impairment at the previous reporting date. An assessment was done to determine whether the carrying
amount for these assets exceeded their recoverable amount. Equipment and fixtures and ROA do not
generate independent cash flows and as such the recoverable amount for the CGU (the business) was used in
the assessment.

The recoverable amount of an asset is the higher of its fair value less cost sell (FVLCS) and its value in use
{VIU). The FVLCS was determined by the Group using a property valuer and information obtained from other
third parties. Adjustments were then made to account for the cost to sell. To establish the VIU, the Group
estimated future cash flows which are discounted to present value using an appropriate weighted average cost
of capital. Any changes in the assumptions mentioned could result in an impact on the FVLCS or the VIU.
Arising from the assessment, no impairment was noted.
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5. Segment Reporting

The Group is managed in three main business segments based on business activities. The designated segments
are as follows:

(i) Cinema activities, which comprise mainly theatre operations and the sales of confectionery items;

(i) Film activities, which comprise the purchase and rental of films from distributors and the rental of films to
cinema operators throughout the Caribbean; and

(i) Screen advertising activities.

Interest expense is included in the measurement of segment results for Carib and Sunshine Palace. The remaining
interest expense is not reviewed as part of the results of the reportable segments but is however regularly
reviewed by the chief operating decision maker.

Interest income is not included in the measurement of segment results and is not reviewed as part of the results of
the reportable segments. Interest income is however regularly reviewed by the chief operating decision maker.

Deferred tax assets and post-employment benefit assets are not included in the measurement of segment assets
and are not reviewed as part of the result of the reportable segments. Deferred tax assets and post-employment
benefit assets are however regutarly reviewed by the chief operating decision maker.

Major customers comprise independent movie patrons who attend cinemas throughout the Group.

Revenue from film activities includes $52,928,000 (2021 - $20,855,000) earned from other Caribbean countries.

Segment eliminations comprise film rental charged to the cinemas and management fees charged by head office.
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5. Segment Reporting (Continued)

2022
Cinema Activities
_ New . Screen
Carib Palace Palace Sunshine Kingston Film Advertising
Cinema  Cineplex Multiplex Palace Drive In Activities Activities Total
$°000 $'000 $'000 $°000 $'000 $'000 $'000 $'000
Revenue -
Box office receipts 141,956 10,435 61,405 88,635 21,764 - - 324,195
Confectionery sales 99,584 6,735 38,961 51,320 13,112 - - 209,712
Film rental - - - - - 231,937 - 231,937
Screen advertising 6,869 102 4,227 4,245 3,502 - 11,399 30,344
Other activities 51 12,168 18,831 7 443 - - 31,500
248,460 29,440 123,424 144,207 38,821 231,937 11,399 827,688
Eliminations™ {178,644)
Revenue from external
customers 649,044
SEGMENT RESULT - O (30,775) {8,777) (10,130) (62,748) (6,124) 44,621 5,841 {68,092)
Eliminations 11,356
{56,736)
SEGMENT ASSETS -

2) 524,593 18,308 42,777 447,046 11,322 79 84 1,044,209
Unallocated assets 727,691
Total assets 1,771,900
SEGMENT LIABILITIES

-3 9,929 24,163 71,578 259,809 2,333 - - 367,812
Unallocated liabilities 1,013,111
Total liabilities 1,380,923
CAPITAL

EXPENDITURE - - 126 67 50 436 - - 679
Eliminations -
Unallocated head office

capital expenditure 3,355
Total capital expenditure 4,034
DEPRECIATION - 19,115 3,570 3,823 27,788 517 10 20 54,843
Unallocated head office

depreciation 8,094
Total depreciation 62,937
INTEREST EXPENSE - 272 - - - - - - 272
Unallocated head office

interest expense 45,047
Eliminations -
Total interest expense 45,319

*Eliminations of $167,245,000 and $11,399,000 relate to film rental and screen advertising, respectively.
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5. Segment Reporting (Continued)

Revenue -

Box office receipts
Confectionery sales
Film rental

Screen advertising
Other activities

Eliminations*
Revenue from external
customers

Segment result (V
Eliminations

Segment assets??

Unallocated assets
Total assets

Segment liabilities®
Unallocated liabilities

Total liabilities

CAPITAL EXPENDITURE -
Eliminations

Unallocated head office

capital expenditure
Total capital expenditure

DEPRECIATION -
Unallocated head office
depreciation

Total depreciation

INTEREST EXPENSE -

Unallocated head office
interest expense

Eliminations

Total interest expense

CAPITAL EXPENDITURE -

*Eliminations relate to film rental

2021

Cinema Activities

Carib
Cinema
$'000

15,473
11,172

4,796
200

Palace
Cineplex
$'000

1,504
1,112

680

Palace
Multiplex
$°000

2,134
1,384

828

Sunshine
Palace
$°000

16,375
8,847

3,580

Film
Activities
$°000

NKDI
$'000

8,795 -
5,149 S

- 42,773
2,954 -
122

Screen
Advertising
Activities
$°000

Total
$'000

S 43,281
- 27,664
. 42,773
7,772 20,610
S 322

31,644

3,296

4,346

27,802

17,020 42,773

7,772 134,650

(64,663)

(32,580}

{51,816)

{88,604)

{9,188) 4,923

(28,879)
105,771

3,000 (238,838)

542,419

15,873

67,663

497,660

14,508 88

1.238
{237,600)

103 1,138,314

3,084

27,810

95,059

252,891

8,966 -

420,890
1,559,204

- 387,810

3,664

114

4,186

6,941 -

528,277
916,087

- 14,905

17,579

3,691

4,629

22,128

276 28

2,295
17,200

20 48,351

2,407

7,346
55,697

- 2,407

13,491

15,898
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5. Segment Reporting (Continued)

(1) Losses from the reportable segments is reconciled to the Group's losses before taxation as follows:

The Group
2022 2021
$°'000 $'000
Losses from reportable segments (56,736) (237,600)
Unallocated income -
Other operating income 9,415 6,689
Unallocated costs -
Administrative expenses {174,487) {113,096}
Other {762) (825)

(175,249) (113,921)

Unallocated interest expense | (45,047) I | (13,491) I
(45,047) (13,491)
(267,617) {358,323)

(2) Reportable segments’ assets are reconciled to the Group’s total assets as follows:

The Group

2022 2021

$'000 $’000

Segment assets from reportable segments 1,044,209 1,138,314
Unaliocated assets -

Property, plant and equipment 270,191 274,929

Investments 240,436 19,383

Post-employment benefit asset 39,380 40,968

Inventories 37,943 33,359

Receivables 43,713 27,228

Cash and cash equivalents 96,028 25,023

1,771,900 1,559,204
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5. Segment Reporting {Continued)

{3) Reportable segments’ liabilities are reconciled to the Group's total liabilities as follows:

Segment liabilities from reportable segments
Unallocated liabilities -

Payables

Long term liabilities

Deferred tax liability

Bank overdraft

Taxation payable

6. Other Operating Income

Dividend income

Gain on sale of property, plant and equipment
Interest income

Management fees

Exchange (loss)/gain on foreign balances
Insurance refund

Other

The Group

2022 2021

$'000 $°000

367,812 387,810

257,251 162,871

711,182 283,875

39,850 46,785

- 29,887

4,828 4,859

1,380,923 916,087

The Group The Company

2022 2021 2022 2021
$'000 $'000 $'000 $'000
709 600 - -
- 98 - 80
3,611 66 3,611 66
- - 11,356 1,238
{899) 683 (899) 683
- 3,568 - 3,568
5,994 1,674 5,994 1,674
9,415 6,689 20,062 7,309
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7. Expenses by Nature

Total direct and administration expenses:

The Group The Company
2022 2021 2022 2021
$000 $’000 $'000 $000
Advertising and promotion 10,488 12,193 7.334 7,724
Auditors' remuneration:
Current year 5,560 5,460 4,500 4,400
Prior year (169) (162) (150) 128
Bank security and fees 3,863 946 2,218 672
Cost of inventories recognised as expense 109,076 17,304 56,736 10,942
Depreciation 62,936 55,697 43,821 38,118
Film cost 182,361 33,41 182,361 33,401
Insurance 12,847 13,359 8,161 8,578
Legal and professional fees 41,713 4,001 41,338 2,852
Licence fees 3,571 607 2,059 459
Motor vehicle expenses 4,044 3,249 4,044 3,249
Other 15,748 18,818 12,040 15,475
Repairs, maintenance and renewals 36,368 26,057 29,501 23,901
Security 18,270 8,860 12,980 6,770
Staff costs (Note 8) 189,579 111,208 151,143 92,890
Stationery and supplies 16,490 5,851 10,544 4,509
Lease interest expense 12,641 15,147 12,641 15,147
Amortization expense 60,910 67,935 60,910 67,935
Transportation and courier 2,906 1,031 2,373 691
Utilities 91,555 53,023 57,139 33,430
880,757 454,885 701,693 371,21
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8. Staff Costs

The Group The Company
2022 2021 2022 2021
$'000 $’000 $'000 $'000
Wages and salaries 143,754 78,486 114,714 65,524
Payroll taxes — Employer's portion 16,568 8,964 12,696 7,251
Pension (Note 15) 4,483 6,136 4,483 6,136
Other 24,774 17,622 19,250 13,979

189,579 111,208 151,143 92,890

9. Taxation

Taxation is computed on the profit for the year adjusted for tax purposes and comprises income tax at 25%.

The Group The Company
2022 2021 2022 2021
$'000 $'000 $°000 $°000
Current taxation - 235 - -
Deferred taxation (Note 14) (6,935) 24,449 (1,151) 24,388

(6,935) 24,684 (1,451) 24,388
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9, Taxation (Continued)

The tax on the loss profit before taxation differs from the theoretical amount that would arise using the
applicable tax rate of 25%, as follows:

The Group The Company
2022 2021 2022 2021
$'000 $’000 $’000 $'000
Loss before taxation (267,617) (358,323) (237.014) (293,701)
Tax calculated at applicable tax rates (66,904) (89,598)  (59,253) (73.425)
Adjusted for the effects of:
Reversal of prior year deferred taxes - 24 449 - 24 388
Adjustment to pension and post employment
benefits 1,121 1,534 1,121 1,534
Disallowed expenses 56 247 31 223
Acceleration of capital allowances 17,514 14,276 15,393 12,549
Foreign exchange adjustment (262) 35 (262) 35
Interest receivable/(payable) (143) (15) (143) (15)
IFRS 16 adjustment (16,523) (17.979)  (16,523) (17,979)
Tax losses on which no deferred tax is
recognised 65,185 88,538 59,636 77,091
Deferred taxes (6,935) - (1,151) -
Other (44) 3,197 - (13)
{6,935) 24,684 (1,151) 24,388

Deferred income tax assets and liabilities are offset where there is a legally enforceable right to offset current
tax assets against current liabilities and when the deferred income taxes relate to the same fiscal authority.

Subject to agreement with Tax Administration Jamaica (TAJ), losses available for offset against future profits
are approximately $764,452,000 (2021 $503,712,000). No deferred taxation has been recognised on these
tax losses due to the uncertainty of future taxable profits.
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10. Net Loss and Retained Earnings Attributable to the Stockholders

2022 2021
$'000 $'000
{a} Net loss attributable to the stockholders of the Company is dealt with as
follows in the financial statements of:
The Company (235,862) (318,089)
The subsidiaries (24,808) (64,850)

(260,671) (382,939)

2022 2021
$'000 $'000
{b} Accumulated deficit attributable to the stockholders of the Company are dealt
with as follows in the financial statements of:
The Company (453,554) (220,587)
The subsidiaries 39,843 64,652

(413,711) (155,935)

11. Earnings Per Stock Unit

Earnings per stock unit is calculated by dividing the net loss attributable to stockholders by the number of ordinary
stock units in issue at year end.

2022 2021
Net loss attributable to stockholders ($°000) (260,671) (382,939)
Number of ordinary stock units (‘000) 1,437 1,437
Earnings per stock unit ($ per share) (181.40) (266.49)

The Company has no potentially dilutive ordinary shares.
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12. Property, Plant and Equipment

THE GROUP
Equipment,
Fixtures
Freehold Buildings Leasehold & Motor
Land Improvements Vehicles Total
$°000 $°000 $'000 $000 $'000
Cost or deemed cost -
At 1 July 2020 45,484 78,153 196,807 815,093 1,135,537
Additions 5 - 5,800 11,399 17,199
Revaluation 466,050 187,139 - - 653,189
Disposals - o - (3,267) (3,267)
At 30 June 2021 511,534 265,292 202,607 823,225 1,802,658
Additions - 1,504 - 2,530 4,034
At 30 June 2022 511,534 266,796 202,607 825,755 1,806,692
Depreciation -
At 1 July 2020 1,448 42,454 66,904 491,117 601,923
Charge for the year 672 1,934 3,377 49,714 55,697
Relieved on disposal - - - (1,077) {1,077)
At 30 June 2021 2,120 44,388 70,281 539,754 656,543
Charge for the year 672 6,641 3,470 52,152 62,936
At 30 June 2022 2,792 51,029 73,751 591,907 719,479
Net Book Value -
30 June 2022 508,742 215,767 128,856 233,848 1,087,213
30 June 2021 509,414 220,904 132,326 283,471 1,146,115
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12. Property, Plant and Equipment (Continued)

Cost or deemed cost -

At 1 July 2020
Additions
Revaluation
Disposals

At 30 June 2021
Additions

At 30 June 2022

Depreciation and impairment -

At 1 July 2020
Charge for the year
Relieved on disposal
At 30 June 2021
Charge for the year
At 30 June 2022

Net Book Value -

During 2021, the Group changed its accounting policy for property, plant and egquipment.

30 June 2022
30 June 2021

THE COMPANY
Equipment,
Fixtures
Freehold Leasehold & Motor
Land Buildings Improvements Vehicles Total
$'000 $'000 $'000 $'000 $°000
265 800 196,807 560,017 757,889
- - 5,800 7,735 13,535
199,684 49,921 - - 249,605
- - - {1,058) {1,058)
199,949 50,721 202,607 566,694 1,019,971
- 1,504 - 2,530 4,034
199,949 52,225 202,607 569,224 1,024,005
- 354 66,904 309,440 376,698
- - 3,377 34,741 38,118
- - - {1,058) {1,058)
- 354 70,281 343,122 413,757
- 1,277 3,470 39,074 43,821
- 1,631 73,751 382,196 457,598
199,949 50,594 128,856 187,027 566,426
.4]9-9-'949 50,367 132,326 223,572 606,214
The revised

accounting policy has resulted in land and buildings being carried at market value. The change was necessary

to provide the users of the financial statements with more relevant information.

As stipulated by IAS 8,

Accounting Policies, Changes in Estimates and Errors, the initial application of a revised accounting policy to
revalue property, plant and equipment should be dealt with as a revaluation in accordance with IAS 186,
Property, Plant and Equipment. As a result, the revaluation gains were recognised in capital reserves as at the

date of the accounting policy change.

The market value for land and buildings as on December 21, 2020 and May 10, 2021 was determined by D.C
Tavares & Finson Realty Limited. The valuation method used is considered level 2 in the fair value hierarchy.
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13. Investments

Quoted equities — at fair value through OCI
Repurchase agreements
Unquoted - Subsidiaries, at cost:
Cinema Company of Jamaica Limited
56,101 Ordinary shares
Harbour View Cinema Company Limited
133,998 Ordinary shares
Tropical Cinema Company Limited
116,296 Ordinary shares

The Group The Company
2022 2021 2022 2021
$'000 $'000 $'000 $'000
25,030 19,383 -
215,406 - 215,406 -
- - 272 272
- - 68 68
- - 145 145
240,436 19,383 215,891 485

Repurchase agreements totalling $215,4086,000 (2021 - $Nil) for Group and Company matures within 12 months

and were classified as current assets.

14. Deferred Income Taxes

Deferred income taxes are calculated in full on temporary differences under the liability method using a principal

tax rate of 25%.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to set off current tax

assets against current tax liabilities.

The movement in deferred taxation is as follows:

Balance at beginning of year
Credited/(charged) to profit or loss (Note 9)
Charged to other comprehensive income
Balance at end of year

The Group The Company
2022 2021 2022 2021
$'000 $'000 $°000 $°000
(46,785) 24,449 (12,480) 24,388
6,935 (24,449) 1,151 (24,388)
- (46,785) - (12,480)

(39,850) (46,785)

(11,329)  (12,480)
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14. Deferred Income Taxes (Continued)

Deferred taxation includes the following, prior to offsetting of balances:

The Group The Company
2022 2021 2022 2021
$'000 $000 $'000 $'000
Deferred tax assets to be recovered
after more than 12 months - - - -
Deferred tax liabilities to be settled
after more than 12 months (39,850) {46,785) (11,329) (12,480)

Deferred taxation assetfliability is due to the following temporary differences:

The Group The Company
2022 2021 2022 2021
$'000 $'000 $°000 $'000
Accelerated tax depreciation 6,935 - 1,151 -
Revaluation of property, plant and equipment (46,785) (46,785) (12,480) (12,480)

(39,850) (46,785)

(11,329) (12,480)

Deferred taxation (charged)/credited to profit or loss and other comprehensive income comprises the foliowing

temporary differences:

The Group The Company
2022 2021 2022 2021
$'000 $'000 $'000 $°000
Profit or loss —
Tax losses reversed - (24,449) - {24,388)
Accelerated capital allowances 6,935 - 1,151 -
6,935 (24,449) 1,151 (24,388)
Other comprehensive income —
Revaluation of property, plant & equipment - (46,785) - (12,480)
6,935 (71,234) 1,151 (36,868)
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14.

15.

Deferred Income Taxes (Continued)

Deferred income tax assets are recognised for tax losses carried forward to the extent that realisation of the related
tax benefit through future taxable periods is probable. Subject to agreement with Tax Administration Jamaica,
losses of approximately $764,452,000 for the Group and $669,894,000 for the Company (2021 - $503,712,000
and $427,998,000, respectively) are available for set off against future profits and may be carried forward
indefinitely.

No deferred tax assets have been recognised on tax losses carried forward as there is doubt that taxable profits
in the foreseeable future will be available against which the temporary differences can be utilised.

Deferred income tax liabilities have not been provided for withholding and other taxes that would be payable on
the undistributed earnings of certain subsidiaries to the extent that such earnings are permanently reinvested
and will be tax free if distributed. Such undistributed eamings totalled $62,489,000 (2021 - $87,309,000).
Post-employment Benefit Asset

The amounts recognised in the statement of financial position are determined as follows:

The Group and
Company
2022 2021
$'000 $°000
Present value of funded obligations
Head office employees’ pension plan (234,747) (267,186)
Cinema employees’ pension plan (82,612) (88,155)
(317,359) (355,341)
Fair value of plan assets:
Head office employees’ pension plan 263,266 285,046
Cinema employees' pension plan 104,853 111,538
368,219 397,484
Limitation of asset due to uncertainty of obtaining economic
benefits in Cinema employees’ plan (11,480) (1,175)
Asset in the statement of financial position 39,380 40,968

Head office employees’ pension plan

The Company participates in a defined benefit plan, which is open to all permanent head office employees and
administered for The Palace Amusement Company (1921) Limited by Sagicor Life Jamaica Limited. Retirement
benefits are based on the average annual earnings in the last three years to retirement, and death benefits on
members' accumulated contribution.
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15. Post-employment Benefit Asset {Continued)

Cinema employees’ pension plan

The Company participates in a defined benefit plan which is open to all permanent cinema employees and
administered by Sagicor Life Jamaica Limited. Retirement benefits are based on the average annua! earnings in
the last three years to retirement, and death benefits on members' accumulated contribution.

The plans are valued annually by internal actuaries using the Projected Unit Credit Method. The latest actuarial
valuation was done as at 30 June 2022,

The movement in the present value of funded obligations over the year is as follows:

Head office employees’ Cinema employees’
pension plan pension plan
2022 2021 2022 2021
$°000 $’'000 $'000 $'000
Balance at beginning of year 267,186 271,802 88,155 83,026
Current service cost 6,666 7,416 1,770 1,798
Interest cost 22,932 20,407 7,582 6,269
296,784 299,625 97,507 1,093
Re-measurements -
Gains from change in financial assumptions (28,342) {31,539) (8,927) (7,273)
Experience losses (13,933) 20,980 (2,294) 10,720
254,509 289,066 86,286 94,540
Members’ contributions 3,930 3,452 2,091 834
Benefits paid (38,533) (40,233) (6,643) (9,222)
Purchased annuities 14,841 14,901 878 2,003

Balance at end of year 234,747 267,186 82,612 88,155
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15. Post-employment Benefit Asset (Continued)

The movement in the fair value of plan assets during the year is as follows:

Head office employees’ Cinema employees’
pension plan pension plan
2022 2021 2022 2021
$'000 $000 $'000 $'000
Balance at beginning of year 285,946 286,946 111,538 110,683
Interest income 24,794 21,754 9,779 8,515
Re-measurements -
Return on plan assets, excluding
amounts included in interest income (27,712) (875) (12,690} (1,276)
Members’ contributions 3,930 3,452 2,09 834
Employers’ contributions - 1 - 1
Benefits paid (38,533) (40,233) (6,643) (9,222)
Purchased annuities 14,841 14,901 878 2,003
Balance at end of year 263,266 285,946 104,953 111,538

The movement on the asset ceiling during the year is as follows:

Cinema employees’
pension plan

2022 2021
$°000 $’000
Balance at beginning of year 1,175 6,436
Interest on asset 108 5156
Change in asset ceiling, excluding
amounts included in interest expense 10,199 (5,776)

Balance at end of year 11,480 1,175
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15. Post-employment Benefit Asset (Continued)

The amounts recognised in profit or loss are as follows:

Head office employees’ Cinema employees’
pension plan pension plan

2022 2021 2022 2021

$'000 $'000 $°000 $000
Current service cost 6,666 7,418 1,770 1,798
Interest cost 22,932 20,407 7,582 6,269
Interest income on plan assets (24,794) (21,754) (9,779) (8,515)
Interest on effect of asset ceiling - - 106 515
Total included in staff costs 4,804 6,069 (321) 67

The distribution of plan assets in respect of each plan was as follows:

Head office employees Cinema employees
pension plan pension plan

2022 2021 2022 2021

$'000 % $'000 % $'000 o $'000 o,
Pooled investment funds —
Equity Fund 71,213 27 76,146 26 29,140 27 36,269 33
International Equity Fund 5,468 2 6,276 2 3,233 3 5,469 5
Mortgage and Real Estate

Fund 16,376 6 10,309 4 13,489 13 13,707 12

Fixed Income Fund 42,298 17 55,091 19 9098 10 15,455 14
Global Market Funds 13,201 5 13,741 5 2,960 3 4,838 4
Money Market Fund 3,472 1 3,357 1 2 - 1 -
Foreign Currency Fund 21,096 8 33,243 12 13,3909 13 20,955 19
CPI- Indexed 26,602 10 13,498 5 1,573 1 1,123 1
Purchased annuities 81,312 31 74,006 26 13,219 13 14,760 13
Other (17,862) (7) 279 5 17,940 17 (1,039) (1)

263,266 100 285046 100 104,953 100 111,538 100




Page 47

The Palace Amusement Company (1921) Limited

Notes to the Financial Statements
30 June 2022

(expressed in Jamaican dollars unless otherwise indicated)

15. Post-employment Benefit Asset (Continued)

The expected return on plan assets was determined by considering the expected returns available on the assets
underlying the current investment portfolio. Expected yields on fixed interest investments are based on gross
redemption yields as at the reporting date. Expected returns on equity and property investments reflect long-
term real rates of return experienced in the respective markets.

Expected contributions to the post-employment plan for the year ending 30 June 2022 are $3,127,000 for
cinema employees and $5,483,000 for head office employees. The actual return on the plan assets was
$(441,000) and $(2,918,000} for cinema and head office employees respectively (2021 — ($9,682,000) and
{$20,879,000) respectively).

Movements in the amounts recognised in the statement of financial position:

Head office employees’
pension plan

Cinema employees’
pension plan

2022 2021 2022 2021

$'000 $'000 $'000 $°000
Asset at beginning of year 18,760 15,144 22,208 21,221
Amounts recognised in the income statement {4,804) (6,069) 321 (67)
Remeasurements recognised in OCI 14,563 9,684 (11,668) 1,053
Contributions paid - 1 - 1
Asset at end of year 28,519 18,760 10,861 22,208

Taxation in relation to the remeasurements recognised in OCl is disclosed in note 14.
The principal actuarial assumptions used were as follows:

Head office employees’
pension plan

Cinema employees’
pension plan

2022 2021 2022 2021
J$ Discount rate 10.00 9.00% 10.00 9.00%
US$ Discount rate 7.00 5.50% 7.00 5.50%
Inflation rate 5.50 5.50% 5.50 5.50%
Future salary increases 7.50 7.50% 5.50 5.50%
Future pension increases - - 2.75 2.75%

Mortality assumptions are based on the American 1994 Group Annuitant Mortality (GAM94) table,
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15. Post-employment Benefit Asset (Continued)

Plan risks

Through its defined benefit pension plans, the Group is exposed to a number of risks. The Group does not use
derivatives to manage its plan risks. Investments are well diversified, such that the failure of any single
investment would not have a material impact on the overall level of assets. Pensions are secured through the
purchase of annuities. The remaining assets are invested in segregated pooled funds. The Group has not
changed the processes used to manage its risks from previous periods.

The most significant of these plan risks are detailed below:

(®

(i)

(iii)

(iv)

Investment risk

The plan liabilities are calculated using a discount rate set with reference to Government of Jamaica bond
yields. If plan assets underperform in this vield, this will create a deficit.

The Group ensures that the investment positions are managed within an asset-liability matching {ALM)
framework that has been developed to achieve long-term investments that are in line with the obligations
under the pension scheme. Within this framework, the Group’s ALM objective is to match assets to the
pension obligations by investing in long-term assets with maturities that match the benefit payments as
they fall due. The Group actively monitors how the duration and the expected yield of the investments are
matching the expected cash outflows arising from the pension obligations.

Changes in bond yields
A decrease in Government of Jamaica bond yields will increase plans' liabilities, although this will be
partially offset by an increase in the return on plans' assets which are linked to debt investments.

Salary risk
The present value of the plans’ liabilities is calculated with reference to the future salaries of members.
Therefore, an increase in the salary of members will increase the plans’ liabilities.

Life expectancy
The majority of the plans’ obligations are to provide benefits for the life of the members, so increases in life
expectancy will result in an increase in the plans’ liabilities.
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15. Post-employment Benefit Asset (Continued)

The sensitivity of the defined benefit obligation to changes in the weighted principal assumptions is:

Head office employees

Impact on post-employment obligations

Change in Increase in Decrease in

Assumption Assumption Assumption

$'000 $'000

Discount rate 1% (19,342) 24,309
Future salary increases 1% 13,307 (11,729)
Future pension increases 1% 15,489 (13,744)
Life expectancy 1 year 1,344 (1,398)

Cinema employees

Impact on post-employment obligations

Change in Increase in Decrease in

Assumption Assumption Assumption

$'000 $'000

Discount rate 1% (6,452) 8,324
Future salary increases 1% 3,330 (2,853)
Future pension increase 1% 7.680 (6,619)
Life expectancy 1 year 619 (636)

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions
constant. In practice, this is unlikely to occur, and changes in some of the assumptions may be correlated.
When calculating the sensitivity of the defined benefit obligation to significant actuarial assumptions the same
method (present value of the defined benefit obligation calculated with the projected unit credit method at the

end of the reporting period) has been applied as when calculating the pension liability recognised within the
statement of financial position.

16. Due from/to Subsidiary Companies

This represents the year end balance arising mainly from the Group’s centralised treasury function. The
subsidiaries conduct all transactions through their current accounts with the Company. No interest is charged on
these balances.
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17. Inventories

The Group The Company
2022 2021 2022 2021
$'000 $'000 $°000 $'000
Confectionery and snacks 22,599 12,629 20,680 10,995
General stores 23,029 23,920 23,029 23,920
Goods in transit 552 364 552 364
46,180 36,913 44,261 35,279
18. Receivables
The Group The Company
2022 2021 2022 2021
$'000 $'000 $°000 $°000
Trade receivables 23,399 7,932 23,399 7,932
Provision for doubtful debts {595) {1,414) {595) (1,414)
22,804 6,518 22,804 6,518
Prepayments 1,583 1,450 1,033 1,007
Other 22,634 19,885 21,890 18,138
47,021 27,853 45,727 25,663
19. Cash and Cash Equivalents
The Group The Company
2022 2021 2022 2021
$°000 $'000 $°000 $000
Cash at bank and in hand 98,110 25,656 97,306 25,396
Bank overdraft (Note 21(a)) - {29,887) - (29,887)

Cash and cash equivalents 98,110 (4,231) 87,306 (4,491)
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20. Payables
The Group The Company
2022 2021 2022 2021
$'000 $'000 $°000 $'000
Trade payables 152,788 80,579 152,788 80,579
Accruals and other payables 255,638 202,772 238,182 192,161
408,426 283,351 390,870 272,740

21. Borrowings
(a) Bank overdraft

The Group and Company have bank overdraft totalling $Nil (2021 - $26,437,000) which attract interest at
Nil% (2021 — 9%) per annum.

(b} Financial Covenants
The bank requires maintenance of a minimum Debt- Service Coverage and Total Debt to Tangible Net
Worth (TNW) ratios. As at year end, the Group did not meet these covenants. The Company received a

bank waiver letter for a period of one year for the breach of these covenant from the financial institution for
the year ended 30 June 2022.

{c) Long term liabilities

The Group and
Company
2022 2021
$°000 $°000
(i) Victoria Mutual Investments Limited -
Non-revolving term loan facility 1 545,942 -
Non- revolving term loan facility 2 107,005 -
(i) Bank of Nova Scotia Jamaica Limited -
Non-revolving loan - 225,640
(iii)Director's Loan 58,235 58,235
711,182 283,875
Less:; Current portion - (28,727)

711,182 255,148
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21, Borrowings (Continued)
{c¢) Long term liahilities (continued)

{i) This loan was obtained in September 2021 from Victoria Mutual Investments Limited. The loan was
obtained to pay out existing debt facility with Bank of Nova Scotia and provide working capital support.
The loan is issued in two facilities and incur interest of 8.75% for facility number 1 and 6% for facility
number 2. There is a 24 month moratorium for facility number one after which principal payments will be
amortized monthly. Facility number 2 will have a bullet payment on maturity. The loan is secured by
properties held by the Group.

(i) This loan was obtained in May 2021 from Bank of Nova Scotia Jamaica Limited, with $170.2 million
being funds received for COVID measures and the amount of $55.4 million from 2020 loan facility were
rolled into one facility. The loans incur an interest rate of 7% per annum and were repayable in February
2027. The loans were however, paid in full during 2021. The loan was secured by properties held by
the Group.

The carrying amounts and fair value of the non-current borrowings are as follows:

Carrying amount Fair value
2022 2021 2022 2021
$°000 $'000 $'000 $'000
Borrowings 711,182 255,148 958,987 373,747
22. Share Capital
2022 2021
$'000 $'000
Authorised -
1,500,000 ordinary shares
Issued and fully paid —
1,437,028 stock units of no par value 1,437 1,437
23. Capital Reserve
The Group The Company
2022 2021 2022 2021
$'000 $'000 $°000 $'000
Unrealised surplus on assets carried at deemed cost 1,727 1,727 1,373 1,373
Realised capital gains 163,868 163,868 146,992 146,992
Reserve on valuation of property, plant and equipment,
net of taxes 606,404 606,404 237,125 237,125
Other 389 389 - -
772,388 772,388 385,490 385,490

24. Fair Value Reserve

This represents the unrealised surplus on revaluation of investments carried at FVOCI.
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25. Cash Flows from Operating Activities

Net loss

ltems not affecting cash resources:
Depreciation
Gain on sale of property, plant and eguipment
Interest income
Dividend income
Exchange gain/({losses) on foreign balances
Interest expense
Lease interest expense
Amortisation expense
Taxation

Changes in operating assets and liabilities:
Inventories
Receivables
Post-employment benefit assets
Due from subsidiaries
Payables

Taxation paid
Cash provided byf{used in) operating activities

The Group The Company
2022 2021 2022 2021
$'000 $°000 $'000 $°000
(260,682) (383,007) (235,863)  (318,089)
62,936 55,697 43,821 38,118
= (98) - (80)
(3,611) (66) (3,611) (66)
(709) (600) - -
899 (683) 899 (683)
45,319 15,898 45,047 15,898
12,641 15,147 12,641 15,147
60,910 67,935 60,910 67,935
(6,935) 24,684 (1,151) 24,388
{89,232) (205,093) (77,307)  (157,432)
(9.267) 25,222 (8,082) 23,784
{17,969) 2,752 (18,865) 3,221
4,483 6,134 4,483 6,134
- - (4,578) (48,189)
124,868 96,582 118,025 96,767
12,883 (74,403) 12,776 (75,715)
- (234) - -
12,883 (74,637) 12,776 (75,715)
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26. Related Party Transactions and Balances

(a) Purchases of services

Film rental charged by the parent company for the year amounted to $98,376,000 (2021 - $10,622,000)
respectively. Trade payables include $98,549,000 (2021 — $67,110,000) due to the parent company in respect
of these expenses.

{b) Key management compensation

2022 2021
$°000 $'000
Wages and salaries 35,861 28,953
Payroll taxes — Employer’s portion 2,604 1,876
Other 6,237 5,994
44,702 36,823

Directors' emoluments —
Management remuneration (included above) 19,463 19,028

{c) Transactions between the Company and its subsidiaries
During the year, the Company earned management fees of $11,356,000 (2021 — $1,238,000), film revenue of

$84,946,000 (2021 - $9,126,000) and screen advertising administrative fees of $4,134,000
{2021 - $2,903,000) from a subsidiary.

(d) Year end balances arising from transactions with related parties

2022 2021
$'000 $°000
Receivables -
Subsidiary companies 85,959 79,857
Payables -
Subsidiary companies 45,012 43,488

(e) Guarantees

The Cinema Company of Jamaica Limited has provided an unlimited guarantee in respect of the Bank of Nova
Scotia Jamaica Limited loans (Note 21). The guarantee is secured by a first legal mortgage over the Carib
cinema building. The loan was repaid during the year.

27. Contingent Liabilities

At 30 June 2022, the Group and Company were contingently liable in respect of letters of credit issued to third
parties in the ordinary course of business totalling $3,251,000 (2021 - $10,578,000). The Group and Company
were also contingently liable for credit cards totalling $7,000,000 (2021 - $4,485,000).
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28. Leases

The Company operates certain cinemas from leased premises and the minimum lease commitments under
non-cancellable operating leases through to their expiry are:

This note provides information for leases where the Group is a lessee.
{a) Amounts recognised in the statement of financial position

The Group and Company

30 June 1 July
2022 2021
$°000 $'000

Right-of-use assets
Theatre buildings 213,560 262,316

Lease liabilities

Current 50,071 67,920
Non-current 166,566 199,410
216,637 267,330

The right-of-use assets in the statement of financial position relate to rental of commercial spaces leased for
the theatre operations.

{b) Amounts recognised in the statement of profit or loss IFRS16
The Group and Company's Statement of Comprehensive Income shows amortization expense of
$60,910,000 (2021 - $67,935,000) for right-of-use assets and interest expense relating to leases of
$12,641,000 (2021 - $15,147,000).
29. Invasion of Ukraine
Since February 2022, the invasion of Ukraine has brought about macroeconomic instability across the globe. To

date, the Company have not seen a material impact on the operations. However, the Company continues to
menitor the situation. No changes to the activities of the Company is foreseen in the near future,

30. Subsequent event

On the 31 August 2022, the |lease arrangement for the New Kingston Drive Through operations ended and the
Group did not renew the lease agreement.



