ore Tuu!
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EXECUTIVE

MANAGEMENT

TEAM

From left to right:

Daniel Chong - Chief Operating Officer
Michelle Chong - Chief Executive Officer
Dustin Chong - Sales & Distribution Manager
Janelle Brown - Marketing Executive

MICHELLE CHONG
CHIEF EXECUTIVE OFFICER

Michelle Chong, co-founder of Honey Bun (1982)
Limited, has been the Chief Executive Officer for the
past 35 years. She is a graduate of York University,
Toronto, Canada, where she gained a Bachelor of Arts
degree. She is trained as a certified HACCP consultant
through BRI International, Canada and the Bureau of
Standards Jamaica.

Michelle was elected as president of the Jamaica
Exporters Association in March 2016. She is a director
on the JAMPRO board and a director on the board of
the Special Economic Zone.

In 2016 Michelle was selected as a Quality Ambassador
for the Bureau of Standards Jamaica. She was ranked
in the top 50 Business Women by Businessuite Online
for 3 years from 2012 to 2016 and ranked 8th for 2013
Businessuite top 10 Junior Stock Exchange CEO for
2012.

DANIEL CHONG
CHIEF OPERATIONS OFFICER

Daniel Chong graduated from the University of
Waterloo, Ontario, Canada with an Honours degree in
Civil Engineering. He worked for AECOM, a United
States Fortune 500 company,as a Transportation
Designer before joining the family business as Chief
Operations Officer. He has experience in distribution
logistics from previous employment in Toronto,
Canada. Daniel works closely with Chief Executive
Officer, Michelle Chong, on the technical operation
of the Company’s day to day business. Daniel joined
Honey Bun in 2010 and has been directly responsible
for production and operational efficiencies. Daniel is
currently a director on the Bakers Association.

Daniel’s eye for detail and technical planning capabilities
have contributed significantly to the bottom line in
terms of creating efficiencies to decrease costs and
maximize output.

DUSTIN CHONG
SALES & DISTRIBUTION MANAGER

Dustin Chong graduated from the University of the
West Indies in Jamaica in 2012 with a Bachelor of
Arts degree in Business Management. He worked
with Honey Bun in several capacities during his
student years and joined the company in 2012 as a
Regional Manager for select sales routes. In January
2014, Dustin assumed the role of Distribution and
Sales Manager. Dustin is directly responsible for the
increased sales growth in 2016.

JANELLE BROWN
MARKETING EXECUTIVE

Janelle Brown has 7 years experience in Marketing/
Communications. She holds an MBA in Marketing
from Mona School of Business & Management. Janelle
is PMI trained in project management and has worked
in Marketing, PR, and Social Media Management, for
major telecoms, manufacturers, academic and
financial institutions, as well as entertainment events.
She has notable overseas experience having studied
and travelled in the US, Europe, and the Caribbean.

Shehasvolunteered onvariouscommunity development
projects focused on violence prevention. In 2015 she
was selected to be a part of President Barack Obama’s
Young Leaders of the Americas Initiative (YLAI).

Janelle joined Honey Bun in 2015 and is responsible
for brand strategy and export.
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COMPANY

VISION

To be the leading provider
of high quality baked and
snack products globally.

6 | HONEY BUN LIMITED

PURPOSE

MISSION

Exceeding stakeholders’ expectations.
Our stakeholders, employees, suppliers and
community. These expectations include value
creation and the well being of all.

CORPORATE
VALUES

Honour God as our Provider.
Treat all beings with Respect
and Compassion, Honesty and
Integrity, Responsibility and
Accountability.

KEY
BEHAVIOURS

Live our Values
Open Communication
Value Time
Continuous Improvement
Conserve Resources and Reduce Cost
Always Improve Quality
Protect the Environment
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NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the Annual General Meeting of
HONEY BUN (1982) LIMITED will be held on:

Date: 28th February, 2018

Time: 10:00 am

Place: Knutsford Court Hotel, 16 Chelsea Avenue, Kingston 5

Purpose: For shareholders to consider, and if thought fit, to approve resolutions concerning the following

items of routine business:

1. To receive and approve the Report of the Board of Directors and the Audited Accounts for the financial year
ended September 30, 2017.

2. To re-appoint Herbert Chong and Michelle Chong, who have retired by rotation in accordance with the
Articles of Incorporation and, being eligible, ofter themselves for re-election.

3. To appoint Wayne Wray, who was appointed as a Director and Mentor of the Board of the Company since

the last Annual General Meeting and, being eligible, offers himself for election.

To authorize the Board of Directors to fix the remuneration of Directors.

To authorize the Board of Directors to appoint the auditors.

To authorize the Board of Directors to fix the remuneration of the Auditors of the Company.

To approve the interim dividends paid on 16 January, 2017 and 1 June, 2017 as final for the year under review.

To pass an ordinary resolution to increase the authorized ordinary share capital from 487,500,000 to

600,000,000.

® NN

Dated this 31st day of December, 2017

BY ORDER OF THE BOARD OF DIRECTORS

Michelle Chong
Company Secretary

The following documents accompany this Notice of
Annual General Meeting:

(1) A Form of Proxy. A shareholder who is entitled to attend and vote at
the Annual General Meeting of the Company may appoint one or more
proxies to attend in his/her place. A proxy need not be a shareholder of
the Company. All completed original proxy forms must be deposited
together with the power of attorney or other document appointing the
proxy, at the registered office of the Company at least 48 hours before the
Annual General Meeting.
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DIRECTOR PROFILES

- An Executive Director is a member of the Board who has management responsibilities. A Non-Executive Director
is a member of the Company’s Board of Directors who is not part of the Executive Team.

- Non-Executive Directors are directors of the Company with an interest in the Company whether based on their
shareholding or otherwise. They are not employed to the Company.

- Independent Directors are Non-Executive Directors that have no vested interest.

HERBERT CHONG
EXECUTIVE CHAIRMAN

Herbert Chong is the Executive Chairman
of the Board and co-founder of
Honey Bun with his wife Michelle.
He graduated from CAST (now the
University of Technology of Jamaica)
upon completion of a course in
Technical Engineering. Mr. Chong
subsequently qualified as a realtor and
became an investor in properties.

Herbert Chong gained much of
his entrepreneurial skills in Toronto,
Canada as a Business Operator in the
Food Industry.

10 | HONEY BUN LIMITED

MICHELLE CHONG
EXECUTIVE DIRECTOR

Michelle Chong, co-founder of Honey
Bun (1982) Limited, has been the Chief
Executive Officer for the past 35 years.
She is a graduate of York University,
Toronto, Canada, where she gained a
Bachelor of Arts degree. She is trained
as a certified HACCP consultant
through BRI International, Canada and
the Bureau of Standards Jamaica.

Michelle was elected as president of
the Jamaica Exporters Association in
March 2016. She is a director on the
JAMPRO board and a director on the
board of the Special Economic Zone.

In 2016 Michelle was selected as a
Quality Ambassador for the Bureau
of Standards Jamaica. She was ranked
in the top 50 Business Women by
Businessuite Online for 3 years from
2012 to 2016 and ranked 8th for 2013
Businessuite top 10 Junior Stock
Exchange CEO for 2012.

SUSHIL JAIN
NON-EXECUTIVE DIRECTOR

Sushil Jain served as Mentor to the Board
for the purposes of the Junior Market
Rules, with responsibility for advising
it on the implementation of adequate

procedures, systems and controls
for financial reporting, corporate
governance, timely disclosure of

information to the market, and general
compliance.

He was also a Non -Executive Director
and member of the Audit and
Compensation Committees.

Mr. Jain was a Fellow of many
professional institutes including the
Institute of Chartered Accountants
of Jamaica. He was a Non-Executive
Director of Mayberry Investments
Limited. Mr. Jain published numerous
articles on the subject of management in
journals in the Caribbean, UK and India.

Mr. Jain was selected as being one of
the top mentors on the Junior Stock
Exchange.

PAUL MOSES
NON-EXECUTIVE DIRECTOR

Paul Moses is a Non- Executive Director
of the Company. He serves as Chairman
of the Compensation Committee and is
also a member of the Audit Committee.

Mr. Moses is the founder and Managing
Director of  Checker International
Limited. He has acted as a consultant
to the Company since 2000 and has
assisted with various strategic initiatives
since that time. Mr. Moses is a former
Director of the Jamaica Exporters
Association. Prior to founding Checker,
he worked in management at Kem
Products Limited having started his
business career at Seprod as a trainee
manager. Mr. Moses is also a Director of
Capacity Concepts Limited founded in
2016. Capacity Concepts Limited gives
presentations on select topics with an
emphasis on building a sales platform.

Mr. Moses holds a Bachelor of
Science degree in Economics from the
University of the West Indies.

Mr. Moses has served as an advisor
to Honey Bun since 1998 and was
instrumental at that time in several
changes that put Honey Bun on track
for future success. He transitioned to
be a Director when the Company went
public in 2011. He has remained a loyal
and committed Director.

CHARLES HEHOLT
NON-EXECUTIVE DIRECTOR

Charles Heholt is a Non-Executive
Director of the Company. He serves
as Chairman of the Audit Committee
and is a member of the Compensation
Committee.

Mr. Heholt is the CEO of IGL and is
the founder and Managing Director
of Nationwide Technologies Limited.
Previously, he held various senior
management roles within the Grace
Kennedy group of companies.

A qualified Materials Engineer, Mr.
Heholt is a graduate of McMaster
University of Hamilton, Ontario. He
holds professional certifications in
Project Management, Health and Safety
Management, and has attended many
courses for leadership and management
and other skills.

Mr. Heholt was selected as a Director
based on his wide knowledge of
productivity and operational skills, but
has proven to hone numerous other
business management skills.

YANEEK PAGE
INDEPENDENT
NON-EXECUTIVE DIRECTOR

Yaneek Page is an Independent
Non-Executive Director. She is the
founder and Managing Director of
Future Services International Limited
(FSIL), a pioneering company in
legal funding, litigant support and
enterprise risk management training
in Jamaica. A certified trainer in
entrepreneurship, Mrs. Page is also
the creator and executive producer of
‘The Innovators' business TV series
which transforms small businesses &
promotes entrepreneurship. She is also
an entrepreneurship and small business
writer for MasterCard Latin America
and the Caribbean Business Blog and
the Gleaner newspaper.

Mrs. Page has received several awards
which include the 2015 World of
Difference Award (Entrepreneurship),
2015 Enterprising Woman of the
Year (EW Award) and the 2015
Environmental Health Foundation
Award for Contribution to Financial
Health in Jamaica.

Mrs. Page holds a Bachelor of Science
degree in Management Studies and a
Master of Sciencedegreein Development
Studies with a concentration in Social
Policy.

Mrs. Page was selected to the Board
based on her understanding of human
resource management and business
entrepreneurial skills.

ANNUAL REPORT 2017 | 11



SUSHIL JAIN

In loving memory of our Director, Mentor and Friend.

We have learned so much from you. We promise to
maintain the high standards you have set for us.
Your Honey Bun family will miss you.

TRIBUTE TO SUSHIL JAIN

ALL of us know Sushil as the financial wizard that he was. It goes without saying.

MOST of us know him as being the frank straight forward person that he was, that too goes without saying.
SOME of us know him as the man with a sense of humour. Surely our directors would have had many a great
moment when he would say something WISE and FRANK and we would all share a very special moment. We all
took him seriously without feeling offended. We all learned to absolutely love it as it became the essence of what

we enjoyed most in our meetings.

We are going to miss the times when we could just call him about any topic and wed be sure to get the quickest
email response in record time. He had wisdom on every aspect of life and lived to share them.

We are quite sure that many of us also remember Sushil as the man who could have been the Prime Minister
of Jamaica! He was a man of the highest integrity! He was a man who advised Prime Ministers, Ministers in
Government and the simple man on the road on whatever occasion they presented themselves - and he would
spare no apology in doing so.

We were all the same to him, someone to teach.

Sushil never adjusted his standards for anyone. He set them high, unapologetically.

We will remember the lessons he taught us, the standards that he set and the PLACES THAT HE PUSHED US!

We will recognize him as a hero for Honey Bun but more so a truly silent hero for JAMAICA.

We will remember him for his contributions to our country, JAMAICA.
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CHAIRMAN’S STATEMENT

Honey Bun is pleased to report on the
Financial Year ending September 30, 2017.

During the year, sales increased by 5% while pretax
profits decreased by 30%.

Gross Profits for the period increased by 2% to $544
million dollars. Net profits before tax decreased by $44
million dollars and stand at $105 million for the year
in review when compared to prior year’s $150 million.

During 2016, Honey Bun’s capacity was maximized
and as such we commenced the building of a new
warehouse. This will allow us to purchase equipment to
increase capacity for the upcoming year. The building
is scheduled to be completed by January 2018.

We remain committed to international competitiveness,
maintaining global standards to reduce carbon
footprint and automating various processes to remain
competitive while building additional capacity.

Honey Bun proudly became the first Internationally
Food Safety Certified (Hazards Analysis Critical
Control Point -HACCP) bakery in Jamaica in March
2016 and was recertified this year.

During this Financial Year we received the following
awards:

® JSE 2016 Governor This is the 2nd consecutive
General Overall Best year that we have recieved the
Junior Market Governor General award for
Company Award overall Best Junior Market
Company and the 4th time in
5 years.

e JSE 2016 Best Practice
Award for Corporate

. 6th year in a ro
Disclosure and Investor Y w

Relations
e JSE 2016 PSOJ Award 2nd certificate in a row and
for Corporate Governance | first time award for a Junior

Market Company

On November 10th, 2017 we lost our dear Director
and Mentor of over 6 years, Sushil Jain. Mr. Jain has
contributed significantly to the Company’s growth and
set high standards. We will continue to uphold those
standards and will make continuous improvements to
our business. Mr. Jain will be greatly missed by all.

I wish to thank our other Directors for their support
over the years as they continue to provide wisdom and
support well beyond our expectations.

I also wish to thank all our stakeholders including our
dedicated and loyal staft. I wish to specially thank our
customers for continuing to choose their local Honey
Bun brands as the brands they can trust.

Herbert V. Chong
Executive Chairman
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JAMAICA STOCK EXCHANGE

Michelle and Herbert Chong receiving the Governor General award for
“Overall Best Junior Market Company” from Hon. Steadman Fuller,
Custos for the parish of Kingston

Daniel Chong and Dustin Chong receiving the award for “ Corporate Governance”
from Alicia Hussey, Best Practice Committee Member
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SHAREHOLDERS’ PROFILE
AS AT 30TH SEPTEMBER 2017

TEN LARGEST SHAREHOLDERS No. of Stock Units % Holding
Next Incorporated 275,758,000 58.52%
Michelle Chong 58,691,000 12.45%
Herbert Chong 54,091,000 11.48%
Mayberry Managed Clients Account 15,498,7871 3.23%
Mayberry West Indies Bank Limited 12,354,964 2.42%
Bamboo Group Holdings Limited 6,170,280 1.30%
JCSD Trustee Serv. Ltd. -Sigma Venture 3,616,120 77%
Apex Pharmacy 3,600,245 .76%
Kenneth Lyn 2,780,092 .59%
Sagicor Pooled Equity Fund 2,500,000 .53%
SHAREHOLDINGS OF DIRECTORS

Michelle Chong 58,691,000

Herbert Chong 54,091,000

Paul Moses 2,000,000

Sushil Jain 924,916

Charles Heholt 1,260,000

Yaneek Page 0
SHAREHOLDINGS OF SENIOR OFFICERS

Michelle Chong 58,691,000

Herbert Chong 54,091,000

Daniel Chong 333,000
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DIRECTORS’ REPORT

The Directors are pleased to present
their report for Honey Bun (1982)
Limited for the year ending 30th
September 2017.

FINANCIAL REPORT

The Statement of Comprehensive Income shows
pretax profit of $105 million from $1.2 billion in
revenue. Details of these results, along with a
comparison of the previous year’s performance and
the state of affairs of the Company are set out in the
Management Discussion and Analysis and the
Financial Statements which are included as part of
this Annual Report.

DIRECTORS

The Directors of the Company as at 30th September
2017 are:

o Mr. Herbert Chong (Executive Chairman)

« Mrs. Michelle Chong (Chief Executive Officer)

o Mr. Sushil Jain (Non-Executive)

o Mr. Paul Moses (Non-Executive)

o Mr. Charles Heholt (Non-Executive)

« Mrs. Yaneek Page (Independent, Non-Executive)

The Directors to retire by rotation in accordance
with the Articles of Incorporation are Herbert Chong
and Michelle Chong. Both being eligible will offer
themselves for reelection.

AUDITORS

The auditors of the Company are McKenley &
Associates, of 2 Seymour Avenue, Kingston 6. The
company will now put out to tender audit services for
best value according to policy.

SUBDIVISION OF SHARES

On 1st June 2016 each ordinary share of the Company
was subdivided into five shares resulting in the
authorized share capital of the Company increasing
from 97,500,000 to 487,500,000 shares of no par value
and the issued and fully paid capital of the Company
increasing from 94,253,390 shares to 471,266,950 of

no par value.
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DIVIDENDS

A dividend of 2 cents per share was paid on 16 of
January 2017 to shareholders on record as at January
9, 2017. This dividend was paid as final payment in
respect of the financial year ended 30th September
2016.

A dividend of 2 cents per share was paid on June Ist,
2017 to shareholders on record as at May 17, 2017.
These dividends were paid for the Financial Year
ended 30th September 2017.

We wish to thank all our customers, suppliers, agents,
employees and shareholders for their continued
support.

Dated 31 December 2017
FOR AND ON BEHALF OF THE BOARD OF DIRECTORS

Michelle Chong
COMPANY SECRETARY

ANNUAL REPORT 2017 |
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MANAGEMENT DISCUSSION

PERFORMANCE SUMMARY

The Results for the Financial Year 2017 show 5%
increased revenue to $1,251 billion while pretax profit
decreased by 32% to $105 million.

During the previous year, 2016 Honey Bun’s capacity
was exhausted due to an unprecedented increase in
sales. Expansion plans are already fully underway to
increase capacity and will be completed in January
2018. This will facilitate increased production and new
product development.

In the previous year we earned over $5 million more
from gain in foreign exchange than the current year
due to the stabilizing of the Jamaican dollar. Fuel and
electricity increased this year by over 30% while bank
charges also increased significantly by over 80%.

For the financial period 2017 the 100% tax remission
for the first five (5) years after listing on the JSE expired
on June 2, 2016 and the Company was subject to income
tax on 50% of its chargeable income for another 5 years.

CASH FLOW AND BALANCE SHEET

The Company’s Balance Sheet shows a cash increase of
41% closing September 2017 at $102 million from $73
million while receivables increased by 6%.

The Balance Sheet also shows an increase in noncurrent
assets from $385 million to $467 million while investments
increased from $39 million to $78 million. Long term
liabilities increased from $7.8 million in the prior year
to $30 million, while current liabilities were increased by
$24 million.

This year the Company took out a loan towards the
expansion project in the amount of $30 million.

The Net Book Value of the Company increased by 19%
over the year, closing at $598 million dollars, up from
$503 million in the prior year. The value of the Company
has increased steadily over the years from $284 million in
2012.

During the year, over $87 million worth of capital was
reinvested in the form of assets. These investments in
equipment also form part of our strategy to continuously
improve the quality standards of our products and reduce
waste. These form a part of our investment strategy for

growth.

AWARDS 2017

The following awards were received at the JSE Award
ceremony for Best Practice.

o JSE 2016 Governor General Overall Best Junior
Market Company Award

o JSE 2016 Best Practice Award for Corporate
Disclosure and Investor Relations

o JSE 2016 PSOJ Award for Corporate Governance

Applications were not submitted to the JMA or the JEA
for awards this year.

CORPORATE GOVERNANCE

At Honey Bun we continually improve our corporate
policies which are available on our Company website.
We consider that our Corporate Governance programs
improve trust and relationships with all our stakeholders
and contribute to financial success.

Committee meetings for the year in review were well
attended as seen below.

Compensation | Audit & Risk
& Nomination | Management
Board Committee Committee
Meetings Held 4 1 4
Attended
Herbert Chong 4 n/a n/a
Michelle Chong 4 1 4
Sushil Jain 4 1 4
Paul Moses 4 1 4
Yaneek Page 4 1 4
Charles Heholt 4 0 3
FUTURE PLANS

In 2017 we created a new product, ‘Goodie’ a jelly filled
cupcake that has done extremely well. There are plans for
3 new products for 2018 with the first to launch in the first
quarter.

Our strategy moving forward is to continuously build on
our capacity, improve on our efficiency and continue to
invest in technology as our foundation for growth.
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CORPORATE GOVERNANCE

Honey Bun is proud to be selected as the Overall Best
Junior Market Company at the awards ceremony in
December 2017. This will be the second consecutive
time we have received the prestigious Governor
General Award and the 4th time in 5 years!

Honey Bun’s Board of Directors represents the owners’
interest in maintaining and growing a successful
business, including optimizing long term financial
growth. The mission of the Board is to be accountable
and transparent in increasing long term value for the
stakeholders. The Board is committed to achieving the
highest standards of corporate governance, corporate
responsibility and risk management in directing and
controlling the business.

The Board is responsible for ensuring that Honey Bun
is managed in such a way to achieve this result. The
Board has the responsibility to ensure that management
is capably executing its responsibilities. The Board’s
responsibility is to regularly monitor the effectiveness
of management policies and decisions including the
execution of its strategies.

In addition to fulfilling its obligations for increased
stockholder value, the Board has a responsibility to
deliver holistic performance embracing corporate
responsibility towards Honey Bun’s stakeholders all of
whom are essential to a successful business.

The complete Corporate Governance Policies may be
viewed on our website at honeybunja.com and includes
our documented policy on dividends.

COMPENSATION AND NOMINATION
COMMITTEE

The Compensation and Nomination Committee
Charter includes:

1. Reviewing the compensation of Board
members and the Senior Management of the
Company.

2. Approving policy related to compensation and
incentives.

3. Selecting and nominating new Board
Directors as the need arises.

4. Ensuring induction of new Board Directors.
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The Compensation and Nomination Committee
appointed by the Board includes:

o Mr. Paul Moses — Chairman/Non-Executive Director

o Mr. Charles Heholt — Non-Executive Director

o Mr. Sushil Jain - Non-Executive Director

o Mrs. Yaneek Page - Independent Non-Executive
Director

Non-Executive Directors are directors of the Company
with an interest in the Company whether based on their
shareholding or otherwise. They are not employed to
the Company.

Independent Directors are Non-Executive Directors
that have no vested interest.

Fees paid to each Director of the Company for the year
2017 were as follows.

AUDIT AND RISK MANAGEMENT
COMMITTEE

The Audit and Risk Management Committee
Charter includes:

To review the financial accounts, to decide about the

internal audit arrangements going forward and to

identify the risks and controls that the Company faces

in each department - theft, fraud, accidents, natural

disasters, etc.

1. Review quarterly and annual financial statements.

2. Reviews insurance arrangement.

3. Plan for annual external department audits.

4. Review the risk register of the Company and the
mitigation strategies.

5. Review the projects surrounding the various
external audits and their progress.

6. Review the internal audits of the Company.

The Audit and Risk Management Committee is
comprised of:
e Mr. Charles Heholt - Chairman/Non-
Executive Director
e Mr. Paul Moses — Non-Executive Director
e Mr. Sushil Jain - Non-Executive Director

This committee met 4 times for the Financial Year
ending September 30, 2017.

Honey Bun manages a full Risk Management Risk
Register whereby we identify our risks and determine
mitigation strategies. This register is frequently
updated at least annually to include new risks and
to review the scores provided for likelihood and
impact. This register to a large extent provides for the
development and updating of strategies.

As a part of Honey Bun’s responsibility towards Risk
Management we conduct 2 types of audits.

External Audits are completed annually by an outside
consultant in the related field who reviews internal
procedures and recommends improvements. This
year we conducted audits for:

o Health and Safety
« Food Safety through our HACCP

recertification program
« Organizational Structure and Accounting
Standard Procedures

From the External Audits, project plans are
designed around the identified gaps with due dates
and resources identified. Honey Bun has gained
significantly through these External Audits.

In March of this year, Honey Bunimplemented arobust
Internal Audit program whereby the Accounting
Department is required to review the procedures
being undertaken against our own internal Standard
Operating Procedures and to submit regular reports
to the Audit and Risk Management Committee.

We are completely committed to good corporate
governance as we believe it has served the Company
in its performance and earned our shareholders trust
and loyalty.

Director 300,000 300,000 300,000 300,000
Mentor 1,387,500 - - -

Board Meetings 150,000 150,000 150,000 150,000
Compensation & Nomination Committee 31,250 - 31,250 31,250
Audit & Risk Management Committee 125,000 93,750 125,000 125,000
TOTAL FOR 2017 1,993,750 543,750 606,250 606,250

The following policies may be viewed on our Company website honeybunja.com

Corporate Governance
Social Responsibility

Risk Management

Model Code of Securities

Corporate Disclosure
Money Laundering

Environmental Policy
Dividend
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PERFORMANCE
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300,000
250,000
200,000
150,000
100,000

50,000

0

200,000

150,000

100,000

50,000

7,000
6,000
5,000
4,000
3,000
2,000
1,000

264,354
244,856

173,958 171,787 187,884 I I

Y2013 Y2014 Y2015 Y2016 Y2017

m Administrative Expenses J$-'000

173,461

141,144
108,497 118,893
90,127 I I

Y2013 Y2014 Y2015 Y2016 Y2017

™ Selling & Distribution Expenses J$-'000

6,177 5,878

5,204 5,134
I I I I

Y2013 Y2014 Y2015 Y2016 Y2017

™ Financial Expenses JS-'000

YEAR Y2013 Y2014 Y2015 Y2016 Y2017
['000] ['000] ['000] ['000] ['000]
Sales Revenue JS$-'000 701,712 741,950 885,669 1,190,211 1,251,119
Percentage increase over prior year 15% 6% 19% 34% 5%
Cost of Sales 406,362 437,749] 506,316 659,088 706,920
COS Percentage of Sales 57.9% 59.0% 57.2% 55.4% 56.5%
Gross Profit 295,350 304,201 379,354 531,122 544,200
Percentage increase over prior year 10% 3% 25% 40% 2%
Administrative Expenses JS$-'000 173,958 171,787 187,884 244,856 264,354
Percentage increase over prior year 20% -1% 9% 30% 8%
Selling & Distribution Expenses J$-'000 90,127 108,497 118,893 141,144 173,461
Percentage increase over prior year 9% 20% 10% 19% 23%
Financial Expenses J$-'000 2,903 5,204 6,177 5,134 5,878
Percentage increase over prior year 4% 79% 19% -17% 14%
Pretax Profit J$-'000 35,317 23,360 68,165 149,744 105,266
Percentage increase over prior year -16% -34% 192% 120% -30%
Earnings Per Share (EPS) JS 0.07 0.05 0.14 0.29 0.19
Dividends Paid J$-'000 8,482 4,712 11,310 23,563 18,851
Percentage increase over prior year -18% -44% 140% 108% -20%
Taxation 0 0 0 10,182 11,363
Depreciation 25,233 33,391 39,250 39,440 44,577
Net Profit after Tax J$S-'000 35,431 22,306 68,165 139,562 93,903
Efficiency ratio (Admin/Revenue) 25% 23% 21% 21% 21%
Ccos 57.9% 59.0% 57.2% 55.4% 56.5%
Distribution 13% 15% 13% 12% 14%
EBITDA JS$-'000 63,453 61,955 113,592 194,318 155,721
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CORPORATE SOCIAL RESPONSIBILITY

Life’s More Fun with Honey Bun!

In our support for the Creative Industry it is our

philosophy that as Jamaicans we must focus on
TALENT education to reward all student learners. At Honey
At a national level, Honey Bun has focused our Bun our social functions are often alit with dancers,
Corporate Social Responsibility programs on the singers and fashion shows. We have Fun and find that
Creative Industries. We believe that Jamaica’s greatest we connect during these functions and can relish in
competitive advantage is our people and the talents others abilities and talents.
unique to only Jamaicans. From 2010 the School Dayz
program has focused on talent in schools through talent  This year we sponsored one of our employees, Rushane
performance competitions involving major local artists ~Simmonds, who does fashion designing to enter the
to promote education. As Jamaicans we have a unique ‘Saint Style Week Jamaica’ where he did exceptionally
way of expression which allows us to ‘Have Fun’ in spite  well. Rushane is a talented and disciplined artist and
of our challenges and we accomplish this through our  we believe that with the right support he will go far in
unique culture of song, dance, art and comedy. the fashion world. At Honey Bun we encourage talent!

Honey Bun continued our focus on
schools providing fun entertainment
at the Back to School performance in
September in Stony Hills where Chi
Ching Ching provided entertainment.
Sean Paul also attended in support.
We believe in the power of healing
through dance and entertainment by
our talented Jamaican people.

We have provided a unique opportunity
for the creative industry by way of
a call for artists provided funding
for the production of a movie which
promotes the creative industry. The
movie will be launched early next year
and the title will be, “The Heart of the
City, written and produced by Kaiel
Eytle and Maya Wilkinson managed by
Zachary Harding.

Rushane Simmonds to the left at Style Fashion Week

FAMILY LIFE

Another important objective of our team is to rally in support of responsible fathers and we are proud of our
Honey Bun fathers. In June for Father’s Day we payed special tribute to our fathers featuring them on Facebook

and applauding their great sense of responsibility towards their children and towards their families.

28 | HONEY BUN LIMITED

CLEANER LABELS

As a part of taking responsibility for the product our customers consume,
Honey Bun has started a campaign towards cleaner labels. Last year we
commenced the use of unbleached flour in our products, removing the
chemical agent used to whiten flour.

We have also started the removal of colouring agents that have been
banned in other countries. Our Easter Bun, well known locally for its
coloured fruits now boasts natural fruit in their natural colour. We would
like to encourage other food establishments to do the same as we continue
to identify more wholesome ingredients in a creative, natural way.

BUILD JAMAICA

Through our CEO Honey Bun became more aware of the need for

collaboration in support of the growth of Jamaica, extending support HONEY BUN WiLi CIVE YOU
for smaller business’ growth. Through the JBDC Accelerator program, gpﬂfﬁ’wﬁf G s

Honey Bun provided support to a smaller baking company to assist them
with their Food Safety Program and to support their financial modeling
to improve their performance. We believe firmly in collaboration within
industries to build stronger National Industries.

A significant feature of our programs is to promote Jamaica as a strong brand and to create pride in our people and
in the products we are able to produce in Jamaica.

We all believe that Life’s More Fun with Honey Bun.
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HUMAN RESOURCE MANAGEMENT
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Troy Mills, Employee of 7 years and proud Father of 2 Children

OUR PEOPLE

The Human Resource Department’s vision is to ensure
that Honey Bun is the employer of choice in the Baking
Industry, whilst our mission is to recruit, retrain and
retain the right staff. We create an environment of trust,
appreciation, acknowledgement and motivation and
we commit to employees’ growth and development.

STAFFING

The Company has a staff count of just over 400 persons,
including contract workers. While our number of
employees have increased (providing more employment
for Jamaicans) our overall ratio of employment to sales
have reduced. We employ several talents from food
safety, production to marketing and sales.

30 | HONEY BUN LIMITED
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TRAINING & DEVELOPMENT

We emphasize the importance of retraining employees
to refresh their skills and knowledge to ensure that
tasks are performed safely and correctly. As a result,
Honey Bun has provided the opportunity for growth
and development and departments are strategically
structured to allow for upward mobility.

One of the Company’s main objectives in 2017 was to
develop a strong leadership team with improved skills
to enable growth and to increase the efficiency of the
business. In 2017 Honey Bun engaged consultants
in the areas of Product Development, Marketing,
Corporate Governance, Accounts, Sales, Supervisory
Management and Human Resource for the
advancement of our leaders. The latter would develop

leaders’ relationship skills. We invested significantly in
this area.

Our induction program for new employees allows for
review of the Company’s policies and procedures and
Company code of ethics.

Education grants and loans are available for job related
courses. Training opportunities were provided in the
areas of Sales Management, People Management,
Exports and Packaging. The Company has also
embarked on a Personal Development Plan for some of
its leaders, which involves mentorship and networking.

STAFF BENEFITS

Honey Bun provides health and accident insurance for
our staff.

We also provide transportation for staff at nights to
provide for their safety to and from work and while no
public transportation is available.

A “Trigger’ program is managed whereby work outside
of the norm or innovative ideas are rewarded with
points such that employees may collect points towards
a variety of gifts.

Our appraisal system provides for a 360 degree
performance of management and standard assessments
for other staff two times annually. These evaluations
form an important part of our program to develop
personnel.

Our annual GSAT Award was presented to Hahmahmee
Atkinson, the son of Tanya Flynn, Production Worker.
His grades earned him a spot in Jamaica College.

Rushane Simmonds from our Production Department
has his own Fashion Line. Honey Bun sponsored his
participation in Saint International Style Week Jamaica
2017 held at the Spanish Court Hotel in May.
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McKENLEY
S ASSOCIATES

CHARTERED ACCOUNTANTS

HONEY BUN (1982) LIMITED
Financial Statements
30 September 2017

2 Seymour Avenue, Unit 11

Seymour Park, Kingston 6

Phone: (876) 978-3129/ (876) 978-9789
Fax: (876) 927-6409

Wehbsite: www.wmckenley.com

Independent Auditor’s Report

To the Members of
Honey Bun (1982) Limited

Report on the Audit of the Financial Statements

Our opinion

We have audited the financial statements of Honey Bun (1982) Limited (‘the
Company”) which comprise the statement of comprehensive income, the statement of
financial position as at 30 September 2017, the statement of cash flows and the
statement of changes in equity for the year then ended, and notes, comprising a
summary of significant accounting policies and other explanatory information.

In our opinion, the financial statements give a true and fair view of the financial position
of the Company as at 30 September 2017, and of its financial performance and its cash
flows for the period then ended in accordance with International Financial Reporting
Standards (IFRS) and the requirements of the Jamaican Companies Act.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs).
Our responsibilities under these standards are further described in the Auditors
Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Company within the meaning of the International Ethics Standards
Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code). We
have fulfilled our other ethical responsibilities in accordance with the IESBA Code.

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements. Key audit matters are selected from
the matters communicated with the Audit Committee members (those charged with
Governance) but are not intended to represent all matters that were discussed with
them. These matters are addressed in the context of our audit of the financial
statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters. During our work, we encountered one key audit
matter that required disclosure.

McKENLEY
S ASSOCIATES

CHaRTERED ACCOUMNTAMNTS
"Conlimunons T N ~aal aEndl Waa o are emr IElies. ... el
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Independent Auditor’s Report

To the Members of
Honey Bun (1982) Limited

Key Audit Matters (continued)

¢ Impairment provision for receivables

See notes 2 (a), 2(h) and 3 (b) to the financial statements for management’s disclosures of
related accounting policies, balances, judgments and estimates.

The Company has net trade receivable balances disclosed in Note 14 of $73 million, which is
significant and represents 30.6% of current assets on the statement of financial position.

As at 30 September 2017, total trade receivables amounted to $88 million with an impairment
provision of $14 million representing 16% of the balance. With a net profit of $92 million, the
accounts receivable represent a potential credit risk. We have recognized from our Audit that
there has been an increase in the credit risk in this regard over the prior year.

We focused on the method used by management to determine the necessity for a provision
against long outstanding debts and customers who are experiencing financial difficulties. We
discussed and reviewed the impaired balances and reviewed correspondence with the
customers along with agreements reached and the level of subsequent payments after the
year-end.

Also, we assessed and tested the fairness of the receivable balances by positive confirmation
of certain customers along with reviewing payment pattern and determined that the reported
balances were fairly stated. We reviewed subsequent payments and evaluated the payment
arrangements with customers with balances over 90 days that are considered doubtful. The
total balances owing to the Company over ninety (90) days amounted to $32 million and
additional amounts provided against possible bad debts amounted to $5 million during the
year.

We also queried certain assumptions by management as to why no further additional increase
in the provision may be necessary, especially in regard to dormant receivable balances and
those customers who continue to access credit from the Company while having significant
balances over 90 days. We also evaluated the historical experience for customers within the
industry with similar risk characteristics who have long outstanding balances.

Management has implemented a number of measures to enhance the Company’s credit
strategy including stricter review of credit to new customers and the provision of further
controls before additional credit is extended to existing customers. We evaluated the
performance of the receivables, had discussions with management and reviewed the new
policies established along with assessing subsequent receipts to determine whether there was
any requirement for further adjustment to the impairment provision.

Based on our work we consider the impairment provision to be reasonable and no additional

provision was considered to be necessary.
Honey Bun (1992) Limited Auditors’ Report 2017
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To the Members of
Honey Bun (1982) Limited

Independent Auditor’s Report (continued)

Responsibilities of Management and the Board of Directors for the Financial Statements

Management is responsible for the preparation of these financial statements that give a true and
fair view in accordance with IFRS and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material
misstatements, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate the
Company or cease operations, or has no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Company’s financial reporting process.
Auditor’s Responsibility for the Audit of the Financial Statements

The objective of our audit is to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, 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 International
Standards on Auditing (ISA) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements.

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

e |dentify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient 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.

e 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 entity’s internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

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

Honey Bun (1992) Limited Auditors’ Report 2017
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To the Members of
Honey Bun (1982) Limited

Independent Auditor’s Report (continued)

Auditor’s Responsibilities for the Audit of the Financial Statements (continued)

e Obtain sufficient appropriate audit evidence regarding the financial information of the
business activities within the Company to express an opinion on the financial statements.
We are responsible for the direction, supervision and performance of the Company audit.
We remain solely responsible for our audit opinion.

e Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Company’s
ability to continue as a going concern. If we conclude that a material uncertainty exists, we
are required to draw attention in our auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Company to cease to continue as a
going concern.

We communicate with the Board of Directors of the Company 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 the Board of Directors 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,
related safeguards.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosures 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.

Other Information

Management is responsible for the other information. The other information comprises the Annual
Report inclusive of the Director’s, Chairman of the Board and the Chief Executive Officer Reports
but does not include the financial statements and the Auditor’s Report thereon. The Annual Report
is expected to be made available to us after the date of this auditor’s report.

Honey Bun (1992) Limited Auditors’ Report 2017
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To the Members of
Honey Bun (1982) Limited

Independent Auditor’s Report (continued)

Other Information (continued)

Our report on the financial statements does not cover the other information, and we do not express
any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information identified above when it becomes available and, in doing so, consider whether the other
information is materially inconsistent with the financial statements or our knowledge obtained in the
audit, or otherwise appear 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.

Management is responsible for the preparation of these financial statements that give a true and
fair view in accordance with IFRS and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material
misstatements, whether due to fraud or error.

Those charged with governance are responsible for overseeing the Company’s financial reporting
process.

Report on Other Legal and Regulatory Requirements

As required by the Jamaican Companies Act, we have obtained all the information and
explanations, which, to the best of our knowledge and belief, were necessary for the purposes of
our audit.

In our opinion, proper accounting records have been kept, so far as appears from our examination
of those records, and the accompanying 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 Wilfred
McKenley.

(\Iﬁlw‘\[&v 4 A@% LJZ&/‘

Chartered Accountants

22 November 2017
Kingston, Jamaica

Honey Bun (1992) Limited Auditors’ Report 2017



HONEY BUN (1982) LIMITED

Statement of Comprehensive Income.

Year ended 30 September 2017

HONEY BUN (1982) LIMITED
Statement of Financial Position
30 September 2017

Note 2017 2016
Note 2017 2016 $ $
$ $ NON-CURRENT ASSETS:
Property, plant and equipment 10 386,947,599 343,924,732
Revenue 2(r) 1,5251,119,903 1,190,211,495 e B auip > 28.079.907 30.404 508
Cost of sales 706,919,927 659,088,501 Intangible assets 12 1,657,433 1,800,549
Gross profit 544,199,976 531,122,994 466,684,939 385,219,809
Finance income — interest 1,616,682 1,072,684 CURRENT ASSETS
Exchange gains and other income 5 3,141,988 8,682,058 :gven.torlsls ;Ii gzggggg; ?g?ﬁgg?g
eceivables ,702, 412,
SRR, (B Sl Taxation recoverable 6,660,500 112,493
Expenses Cash & cash equivalents 15 101,644,353 73,263,386
Administrative and other expenses (264,353,865) (244,855,938) 237,946,203 200,418,057
Selling & distribution costs (173,461,014) (141,143,589) CUPRREE‘IT LIABILITIES: 5 TR s
ayables ,267, 172,
el e S ST Taxation 12,636,747 3,959,304
Profit from operations 11 1,143,767 154,878,209 Bank overdraft 18 _ 1.246.209
Finance costs (5,877,914) (5,134,254) Current portion of long term loans 21 6,519,369 6,051,314
Profit before taxation 105,265,853 149,743,955 106,423,761 82,429,388
Taxation 8 (11,363,510) (10,182,245) Net current assets ;g;gg?;‘gf ;g;’ggg’igg
Net profit 93,902,343 139,561,710 EQUITY & LIABILITIES:
Other comprehensive income, net of taxes - Shareholders’ equity
Items that may be reclassified to profit or loss Sha.re capital 19 oL, TiD LoD
U lised (1 Jai i ¢ ¢ 491828 5 550 627 Capital reserves 20 59,880,738 60,372,566
nrealised (loss)/gain on investments ERIE2) 552, Retained earnings 439,435,919 364,386,136
Deferred tax written back in respect of property, 545 831 427 471.273.472
plant and equipment 22 - (17,939,596) = =
(491,828) (12,386,969) NOII\IO-%UtI;IEnEIl:ZnI;IABILITIES 21 29,606,653 7,832,468
Profit, being total comprehensive income for the year 93,410,515 127,174,741 Deferred tax liability 59 22769 301 24.102.538
. . 598,207,381 503,208,478
Earnings per stock unit 9 0.19 0.29

Approved for issue by the Board of Directors on 22 November 2017 and signed on its behalf
by:

Charles Heholt - Director

Herbert Chong - Chairman

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

The accompanying notes form an integral part of the financial statements.
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HONEY BUN (1982) LIMITED
Statement of Changes in Shareholders’ Equity
Year ended 30 September 2017

Capital Share Retained
Note Reserves Capital Earnings Total
$ $ $ $

Balance: 30 September 2014

Unrealised gains on securities available for sale

Net profit for the year

Total comprehensive income for the year

Dividends 17
Balance: 30 September 2015

Unrealised gains on securities available for sale

Net profit for the year

Deferred taxation

Total comprehensive income for year

Dividends 17
Balance: 30 September 2016

Unrealised (loss)/gain on securities available for sale

Net profit for the year

Deferred taxation

Total comprehensive income for year

Dividends

Adjustment: prior year

Balance: 30 September 2017

70,948,972 46,514,770 191,532,847 308,996,589

1,810,563 - - 1,810,563
- - 68,165,334 68,165,334
1,810,563 - 68,165,334 69,975,897

- - (11,310,407) (11,310,407)

72,759,535 46,514,770 248,387,774 367,662,079

5,652,627 - - 5,552,627
- - 139,561,710 139,561,710
(17,939,596) - - (17,939,596)

139,661,710 127,174,741

(12,386,969)
- - (23,563,348) (23,563,348)

60,372,566 46,514,770 364,386,136 471,273,472

(491,828) - - (491,828)
- 93,902,343 93,902,343

93,902,343 93,410,515
(18,850,678) (18,850,678)
- (1,882) (1,882)

(491,828)

59,880,738 46,514,770 439,435,919 545,831,427

The accompanying notes form an integral part of the financial statements.
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HONEY BUN (1982) LIMITED
Statements of Cash Flows
Year ended 30 September 2017

Note

Cash flows from operating activities:
Profit before taxation
Adjustments for:

Depreciation 10
Profit on sale of property, plant and equipment

Amortization 12
Other non-cash items:
Investment income
Finance costs paid
Operating cash flows before movements in working capital
Inventories
Receivables
Payables
Taxation paid
Net cash from operating activities
Cash flows from investing activities:-
Sales proceeds from property, plant and equipment
Payment for property, plant and equipment
Payment for intangible assets
Interest received
Purchase of investments
Net cash used in investing activities
Cash flows from financing activities:-
Loans received
Repayment of long term borrowings
Finance costs paid
Dividend paid
Net cash (used in) financing activities
Net increase in cash and cash equivalents
Net cash balances at beginning of year
Net cash and cash equivalents at end of year 15

Represented by:
Cash and cash equivalents
Short-term borrowings

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

2017 2016
$ $
105,265,853 149,743,955
43,801,349 37,859,516
(9,079) -
776,116 1,681,672
(1,616,682) (1,072,684)
5,877,914 5,134,254
154,095,471 193,246,713
1,690,901 (4,209,964)
(4,290,073) (8,531,714)
16,095,084 2,773,650
(11,061,020) (60,000)
156,530,363 183,218,685
450,000 -
(87,265,138) (103,008,996)
(633,000) (1,479,610)
1,616,682 1,072,684
(38,585,379) (5,650,095)
(124,416,835) (109,066,017)
30,000,000 =
(7,757,760) (37,455,514)
(5,877,914) (5,134,254)
(18,850,678) (23,563,348)
(2,486,352) (66,153,116)
29,627,176 7,999,552
72,017,177 64,017,625
101,644,353 72,017,177
101,644,353 73,263,386
- (1,246,209)
101,644,353 72,017,177
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HONEYBUN (1982) LIMITED
Notes to the Financial Statements
30 September 2017

HONEYBUN (1982) LIMITED
Notes to the Financial Statements
30 September 2017

1.

COMPANY IDENTIFICATION AND PRINCIPAL ACTIVITY

Honey Bun (1982) Limited (the “Company”) is a limited liability company incorporated under the
laws of Jamaica. Its principal activities comprise the manufacture and distribution of baked products
to the local and export market. The Company operates within Jamaica from its registered office
located at 26 Retirement Crescent, Kingston 5.

The Company’s shares were listed on the Junior Market of the Jamaica Stock Exchange (JSE) on 3
June 2011.

The principal accounting polices 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.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of preparation

44

Statement of compliance

The financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS”) using the accounting policies described herein. These policies
have been consistently applied for all the years presented, unless otherwise stated.

Going concern

The preparation of financial statements in accordance with IFRS assumes that the Company will
continue in operation for the foreseeable future. This means, in part, that the statements of profit
or loss and comprehensive income and the statement of financial position assume no intention or
necessity to liquidate or curtail operations. This is commonly referred to as the going concern
basis. Management believes that the preparation of the financial statements on the going
concern basis continues to be appropriate.

Basis of presentation

The financial statements have been prepared on the historical cost basis, except for the following
items, which are measured at fair value:

¢ Financial instruments at fair value through profit or loss;

¢ Available-for-sale financial assets;

¢ Revaluation of certain property, plant and equipment; and

¢ Initial recognition of assets acquired and liabilities assumed in a joint venture.

Revenues and expenses

Revenues and expenses are recorded on the accrual basis, whereby transactions and events
are recognized in the period in which the transactions and events occur, regardless of whether
there has been a receipt or payment of cash or its equivalent.

| HONEY BUN LIMITED

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(a) Basis of preparation (continued)

Judgments and estimates

The preparation of the financial statements in accordance with IFRS requires Management to
make judgments and estimates that affect:

e The application of accounting policies;

e The reported amounts of assets and liabilities;

o Disclosures of contingent assets and liabilities; and

¢ The reported amounts of revenue and expenses during the reporting periods.

Actual results may differ from estimates made in the financial statements.

Judgments are made in the selection and assessment of the Company’s accounting policies.
Estimates are used mainly in determining the measurement of recognized transactions and
balances. Estimates are based on historical experience and other factors, including expectations
of future events believed to be reasonable under the circumstances. Judgments and estimates
are interrelated. The Management’s judgments and estimates are continually re-evaluated to
ensure they remain appropriate. Revision to accounting estimates are recognized in the period in
which the estimates are revised and in the future periods affected.

The following are the accounting policies that are subject to judgments and estimates that the
Management believes could have the most significant impact on the amounts recognized in the
financial statements.

Impairment of assets

Judgment has been used, at each reporting date, in determining whether there has been an
indication of impairment in the carrying amounts of the Company’s tangible and intangible
assets, which would require impairment testing to determine whether there is any indication that
those assets have suffered impairment losses.

Where the carrying amount of an asset exceeds its recoverable amount, the asset is considered
impaired and is written down to its recoverable amount The recoverable amount of an asset is
the higher of fair value less costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre —tax discount rate
that reflect current market assessments of the time value of money and the risks specific to the
asset.

Impairment losses are recognized in comprehensive income. This is reversed only if there has
been a change in the estimates used to determine the recoverable amount and not to exceed the
original carrying amount before its impairment. The reversal is also recognized in the statement
of comprehensive income.
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(a) Basis of preparation (continued)

Judgments and estimates (continued)

Inventories

Estimation — Inventories are carried at the lower of cost and net realized value. The estimation of
net realized value is based on the most reliable evidence available, at the time the estimates are
made, of the amount the inventories are expected to realize. Additionally, estimation is required for
inventory provision due to shrinkage, slow-moving and obsolescence.

Income and other taxes

Judgment — Income and other taxes are subject to Government policies. In calculating current
and recoverable income and other taxes, Management uses judgment when interpreting the tax
rules and in determining the tax position. There are some transactions and events for which the
ultimate tax determination is uncertain during the ordinary course of business.

Estimation — Income and other taxes are subject to Government policies, and estimates are
required in determining the provision. Management recognizes liabilities for possible tax issues
based on estimates of whether additional taxes may be due.

Receivables

Estimation — Management’s estimate of allowance on accounts receivable is based on analysis of
the Aged Receivables and historical experience with delinquency and default. Default rates and
the allowance amount are regularly reviewed against the actual outcomes to ensure that they
remain appropriate.

Others

Estimation — Other estimates include determining the useful lives of PPE for depreciation; in

accounting for and measuring payables and accruals and in measuring fair values of financial
instruments.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)
(a) Basis of preparation (continued)

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

Certain amendments and clarifications to existing standards have been published that became
effective during the current financial year. The Company has assessed the relevance of all such
new amendments and clarifications and has put into effect the following, which are immediately
relevant to its operations.

¢ Annual improvements to IFRSs 2012-2014 cycles, effective for periods beginning on or
after 1 January 2016. There was no impact from the adoption of these amendments and
clarifications.

o Amendment to IFRS 11, ‘Joint arrangements’, effective for the periods beginning on or after 1
January 2016, clarifies the accounting for the acquisition of an interest in a joint operation
where the activities of the operation constitute a business. This amendment requires an
investor to apply the principles of business combination accounting when it acquires an
interest in a joint operation that constitutes a business. There was no significant impact of
adopting this amendment, as the acquisition of a joint arrangement during the year was not
totally completed as at 31 May 2017.

¢ Amendment to IAS 16,” Property, Plant and Equipment’ and IAS 38 ‘Intangible Assets’,
effective for the periods beginning on or after 1 January 2016. In these amendments, the
IASB has clarified that the use of revenue—based methods to calculate the depreciation of
assets is not appropriate because revenue generated by an activity that includes the use of an
asset generally reflects factors other than the consumption of the economic benefits embodied
in the asset. There was no impact from the adoption of this amendment, as the Company does
not use revenue—based depreciation or amortisation methods.

o Amendments to IAS 27, ‘Separate Financial Statements’, effective for annual accounting
periods beginning on or after 1 January 2016. This amendment allows entities to use the equity
method to account for investment in subsidiaries, joint ventures and associates in its separate
financial statements at (i) cost, (ii) in accordance with IFRS 9 or (iii) using the equity method as
described in IAS 28. There was no impact from adoption of this amendment, as no such situation
existed at the end of the reporting period, 30 September 2017

¢ Amendments to IFRS 10 and IAS 28, Consolidated Financial Statements, effective for
accounting periods beginning on or after 1 January 2016. The amendments clarify the relief
from consolidation, which is available to entities in-group structures involving investment entities,
and are likely to reduce the number of entities, which produce, consolidated financial statements.
The amendments also provide relief to non-investment entity investors in associates and joint
ventures, who would otherwise incur practical difficulties or additional costs in unwinding fair value
measurements and performing additional consolidations. There was no impact from adoption of
this amendment.
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(a) Basis of preparation (continued)

Standards, interpretations and amendments to published standards effective in the current
year (continued).

o Amendment to IAS 1, ‘Presentation of financial statements’, effective for accounting

periods beginning on or after 1 January 2016. This amendment forms part of the IASB’s
Disclosure Initiative, which explores how financial statements disclosures can be improved.

These amendments encourage entities to apply professional judgment regarding disclosure
and presentation in their financial statements. These amendments were effective for annual
periods beginning on or after 1 January 2016, and were applied prospectively, where
applicable.

It clarifies guidance in IAS 1 on:

(i) the structure of financial statements and that the order of notes is not prescribed

(i) presenting subtotals on the statement of financial position and in the statement of profit or
loss and other comprehensive income (OCl)

(iii) the presentation in the statement of OCI of items arising from joint ventures and associates
should be accounted for according to the equity method and follows IAS 1 approach of
splitting items into those that may be reclassified to profit or loss and those that will never
be reclassified

(iv) materiality and aggregation

These changes had no significant effect on the financial statements.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(a) Basis of preparation (continued)

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

The following new standards, amendments and interpretations have been issued and may, in
certain instances, impact the financial statements when they become applicable. They include:

¢ IFRS 9 ‘Financial Instruments’, which is effective for accounting periods beginning on or
after 1 January 2018, replaces the existing guideline in IAS 39 Financial; Instruments:
Recognition and Measurement. IFRS 9 principal focus includes revised guidance on the
classification and measurement of financial assets and liabilities, including a new expected credit
loss model for calculating impairment of financial assets and the new general hedge accounting
requirements. The new general hedge accounting model more closely aligns hedge accounting
with risk management activities undertaken by entities when hedging their financial and non-
financial risk exposures.

IFRS 9 will be applied retrospectively for annual periods beginning on or after 1 January 2018.

¢IFRS 15, ‘Revenue from Contracts with Customers’, effective for accounting periods
beginning on or after 1 January 2018. This standard deals with revenue recognition and
establishes principles for reporting useful information to users of financial statements about the
nature, amount, timing and uncertainty of revenue and cash flows arising from an entity’s
contracts with customers. Revenue is recognised when a customer obtains control of a good or
service and thus can direct the use and obtain the benefits from the good or service. Contracts
that are within the scope of the standards on leases, insurance contracts and financial
instruments are exceptions. This standard also contains enhanced disclosure requirements.

This standard replaces IAS 11 — Construction contracts, IAS 18 — Revenue and International
Financial Reporting Interpretation Committee (“IFRIC”) 13 — Customer loyalty program (IFRIC
13), as well as various other interpretations regarding revenue.

In April 2016, the IASB published clarifications to IFRS 15, which address three topics
(identifying performance obligations, principal versus agent considerations and licensing) and
provided some transition relief for modified contracts and completed contracts.

IFRS 15 and the amendments will be applied retrospectively for annual periods beginning on
or after 1 January 2018. Early adoption is permitted.

¢ IFRS 16 ‘leases’, which is effective for accounting periods beginning on or after 1 January
2019. This standard replaces the current guidance in IAS 17. Under IAS 17, lessees were
required to make a distinction between a finance lease (on balance sheet) and an operating lease
(off balance sheet). IFRS 16 now requires lessees to recognize a lease liability reflecting future
lease payments and a ‘right-of-use,' for virtually all lease contracts. The standard includes an
optional exemption for certain short-term leases and leases of low-value assets: however, this
exemption can only be applied by lessees.
For lessors, the accounting treatment remains similar to current practice, as the lessor will
continue to classify leases as finance and operating leases. Finance lease accounting will be
based on IAS 17, lease accounting, with recognition of the net investment in lease comprising
receivable and residual asset. Operating lease accounting will continue to be based on IAS 17.
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(a) Basis of preparation (continued)
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Standards, amendments and interpretations to existing standards that are not yet effective
and have not been early adopted by the Company (continued)

IFRS 16 will be applied retrospectively for annual periods beginning on or after 1 January 2019.
Early adoption is permitted if IFRS 15 has also been applied.

Amendments to IFRS 4 ‘Insurance Contracts’, effective for annual periods beginning on or
after 1 January 2018. This standard addresses the concerns of insurance companies about the
different effective dates of IFRS 9, ‘Financial Instruments’, and the forthcoming new insurance
contracts standard. The amendment to IFRS 4 provides two different solutions for insurance
companies: a temporary exemption from IFRS 9 for entities that meet specific requirements
(applied at the reporting entity level); and the ‘overlay approach’. Both approaches are optional.
IFRS 4 will be superseded by the forthcoming new insurance contracts standard. Accordingly,
both the temporary exemption and the ‘overlay approach’ are expected to cease to be applicable
when the new insurance standard becomes effective.

Amendments to IAS 12, ‘income Taxes’, effective for annual periods on or after 1 January
2017. In January 2016, the IASB amended IAS 12 — Income taxes by issuing Recognition of
deferred tax assets for unrealized losses. The amendments clarify the accounting for deferred
tax where the asset is measured at fair value and that fair value is below the asset’s tax base.
The amendments also address the accounting for deferred tax assets for unrealized losses on
debt instruments measured at fair value.

These amendments are effective for annual periods beginning on or after 1 January 2017.

Amendments to IAS 7,’Statement of Cash Flows’ effective for annual periods beginning on
or after 1 January 2017. The amendment introduces an additional disclosure that will enable
users of financial statements to evaluate changes in liabilities arising from financing activities. The
amendment is part of the IASB’s Disclosure Initiative, which continues to explore how financial
statement disclosure can be improved. An entity is required to disclose information that will allow
users to understand changes in liabilities arising from financing activities. This includes changes
arising from cash flows, such as drawdown and repayments of borrowings and non-cash
changes, such as acquisitions, disposals and unrealised exchange differences. The adoption of
this amendment is expected to impact the nature and extent of the Company’s disclosures.

Amendments to IFRS 2, ‘Share-Based Payment’, effective for annual periods on or after 1
January 2018. The amendment addresses the accounting for cash-settled, share-based
payments and equity-settled awards that include a ‘net settlement’ feature in respect of
withholding taxes. The amendment clarifies the measurement basis for cash-settled, share-based
payments and the accounting for modifications that change an award from cash-settled to equity-
settled. It also introduces an exception to the principles in IFRS 2 that will require an award to be
treated as if it was wholly equity-settled, where an employer is obliged to withhold an amount for
the employees tax obligations associated with a share -based payment and pay that amount to
the tax authorities. The Company is currently assessing the impact of this amendment.

| HONEY BUN LIMITED

HONEYBUN (1982) LIMITED
Notes to the Financial Statements
30 September 2017

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(a) Basis of preparation (continued)

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

Amendment to IAS 40, ‘Investment property’, effective for annual periods beginning on or
after 1 January 2018. These amendments clarify that to transfer to, or from investment
properties, there must be a change in use. To conclude, if a property has changed use there
should be an assessment of whether the property meets the definition. The change must be
supported by evidence.

IFRC 22 ‘Foreign currency transactions and advance consideration’, effective for annual
periods beginning on or after 1 January 2018. In January 2016, the IASB amended IAS 21 —
The effects of changes in foreign exchange rates by issuing IFRIC 22 — Foreign currency
transactions and advance consideration. These amendments clarified how to determine the
date of the transaction to determine the exchange rate to use on initial recognition of the
related asset, expense or income (or part thereof) on the de-recognition of a non-monetary
asset or non-monetary liability arising from payment or receipt of advance consideration in a
foreign currency.

IFRIC 22 is effective for annual periods beginning on or after 1 January 2018. Early application
is permitted and the Company is required to disclose that fact.

¢ Annual Improvements to IFRSs 2014 - 2016 cycles. These amendments impact two standards

which are relevant to the Company’s operations as follows:

IAS 28 ‘Investment in Associates and Joint Ventures’, effective 1 January 2018,

In December 2016, the IASB amended IAS 28 — Investments in associates and joint ventures.
These amendments clarify the accounting policy choice available for electing to measure the
investments at fair value through profit or loss in accordance with IFRS 9.

These amendments are effective for annual periods beginning on or after 1 January 2018.

¢ IFRS 12 ‘Disclosure of Interests in Other Entities’,

In December 2016, the IASB amended IFRS 12 — Disclosure of interest in other entities. The
objective of these amendments is to require an entity to disclose information that enables
users of the financial statements to evaluate the nature of and risk associated with its interest
in other entities; and the effects of those interests on its financial position, financial
performance and cash flows.

These amendments should be applied retrospectively and effective for annual periods
beginning on or after 1 January 2017.

Management is currently assessing the likely impact of these standards and amendments on
the Company’s financial statements but they do not anticipate any material impact on the
accounting policies or financial disclosures of the Company.
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(b) Income taxes

(c)

Taxation expense in the statement of profit or loss comprises current and deferred tax charges.
Current and deferred taxes are recognized as income tax expense or benefit in the statement of
profit or loss except where they relate to items recorded in equity, in which case, they are also
charged or credited to equity.

i. Current taxation

Current income tax charges are based on taxable profit for the year, which differs from the
reported profit before tax because it excludes items that are taxable or deductible in other
years, and items that are never taxable or deductible. The Company’s liability for current tax is
calculated at rates that have been enacted at balance sheet date.

ii. Deferred taxation

Deferred tax charges is provided in full, using the liability method, on temporary differences
arising between the tax bases of assets and liabilites and their carrying amounts in the
financial statements . Deferred income tax is determined using tax rates (and laws) that have
been enacted or substantially enacted by the balance sheet date and are expected to apply
when the related deferred income tax asset is realized or the deferred income tax liability
settled.

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

The Company was granted a 100% remission of income tax after admission to the Jamaica
Stock Exchange (JSE) Junior Market, 3 June 2011 and thus no income or deferred tax was
recorded in the financial statements to 2 June 2016, the date of the expiration of the incentive.

Subsequent to 2 June 2016, under the JSE Junior Market incentive scheme, the Company is
subject to income tax at a rate of 50% of its taxable profits until 2 June 2021.

Segment reporting

A business segment is a distinguishable component of a company’s operation engaged in
providing products or services that are subject to risks and returns that are different from those
of other business segments and whose results are regularly reviewed by the Chief Operating
Decision Maker (CODM) to facilitate allocating resources based on performance.

The CODM, which is identified as the Board of Directors that makes strategic decisions,
considers the operations of the Company as one operating segment.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(d) Property, plant and equipment

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

Cost includes expenditures that are directly attributable to the acquisition of the asset. The cost of
self-constructed assets includes the cost of material and direct labour and any other costs directly
attributable to bringing the asset to a working condition for its intended use. Purchased software
that is integral to the functionality of the related equipment is capitalized as part of that equipment.

The market value of freehold land and building is the estimated amount for which a property could
be exchanged between a willing buyer and a willing seller in an arm’s length transaction
considering its existing condition and location. The market value of plant and equipment is
estimated using depreciated replacement cost approach. Gains arising from changes in market
value are taken to revaluation reserve in shareholder’s equity. Losses that offset previous gains of
the same asset are charged against the revaluation reserve; all other losses are charged to
statement of comprehensive income.

Depreciation is calculated on the straight line basis at such rates that will write off the carrying
value of the assets over the period of their estimated useful lives. Each financial year, the
depreciation methods, useful lives and residual values are reassessed. No depreciation is
charged on freehold land as it is deemed to have an indefinite life. The expected useful lives are
as follows:

Buildings 40 years
Furniture & fixtures 10 years
Machinery & equipment 10 years
Motor vehicles 5 years
Computers 4 years
Plastic bread trays 2 years
Metal baking equipment 5 years

The asset’s residual values and useful lives are reviewed and adjusted if appropriate, at the end
of each reporting period.

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.

Gains and losses on disposals of property, plant and equipment are determined by comparing the
proceeds with the carrying amount and are recognized in other income in profit or loss. On
disposal of revalued assets, amounts in revaluation reserves relating to those assets are
transferred to profit or loss.

Repairs and maintenance expenditure are charged to profit or loss during the financial period in
which they are incurred.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(e) Inventories

Inventories are valued on a first in first out (FIFO) basis at the lower of cost and net realizable
value. Net realizable value is the estimated selling price in the ordinary course of business, less
the cost of selling expenses. Cost is determined as follows:

Finished goods — cost of product plus all indirect costs to bring the item to a saleable condition
Work-in-progress — cost of direct material plus a portion of direct overheads

Raw material and sundry spare parts — purchase cost of item

Goods-in-transit — cost of goods converted at the year end exchange rate.

(f) Foreign currency translation

The financial statements are presented in Jamaican dollars, which is the Company’s
presentation and functional currency.

Transactions in foreign currencies are converted into the functional currency at the exchange
rates prevailing at the dates of the transactions and gains or losses recognized in profit or loss.
At the end of the reporting period, 30 September 2017, monetary assets and liabilities
denominated in foreign currencies, which are stated at historical cost, are translated at the
foreign exchange rates ruling at the end of the reporting date.

Exchange differences arising from the settlement of transactions at rates different from those at
the dates of the transactions and unrealized foreign exchange differences on unsettled foreign
currency monetary assets and liabilities are recognized in the statement of other comprehensive
income.

(g) Government grant funds

The Company accounts for government grants in accordance with International Accounting
Standard 20 (IAS 20) as follows:

(i) Non-current asset grants — over the useful economic life of the asset
(if) For past costs incurred — immediately in the profit and loss account
(iii) For current/future costs — in the period that the costs are recognized.

(h) Trade receivables

Trade and other receivables are carried at anticipated realizable value. An allowance for
impairment of trade and other receivables is established when there is objective evidence that the
Company will not be able to collect all amounts due according to the original terms of the
receivables. Significant financial difficulties of the debtor, probability that the debtor will enter
bankruptcy or financial reorganization, and default or delinquency in payments are considered
indicators that the trade receivable is impaired. The carrying amount of the asset is reduced
through the use of an allowance account, and the amount of the loss is recognized in bad debt
expense in the statement of comprehensive income. When a trade receivable is deemed
uncollectible, it is written off against the allowance account. Subsequent recoveries of amounts
previously written off are recognized as recovery and credited to bad debt expense in the statement
of comprehensive income.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(i)

()

(k)

U]

Finance income and costs

Finance income comprises interest income on funds invested and foreign exchange gains.
Interest income is recognized as it accrues, using the effective interest method.

Finance costs comprise interest expense on borrowings and foreign currency losses. Borrowing
costs are recognized in profit or loss 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 banks and in
hand and other short-term deposits and investments with original maturities of three months or
less, net of any bank overdraft.

Intangible asset

Computer software

Acquired computer software licenses are capitalized on the basis of the cost incurred to acquire
and bring to use the specific software. These costs are amortized over the estimated useful life of
three (3) years for software on a straight line basis.

Costs associated with developing or maintaining computer software programmes are recognized
as expenses as incurred.

Impairment

Property, plant and equipment and other non-current assets are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable. The carrying amounts of the Company’s non financial assets are reviewed at each
statement of financial position date to determine whether there is any indication of impairment. An
impairment loss is recognized for the amount by which the carrying amount of the asset 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 levels for which there are
separately identifiable cash flows.

Non-financial assets, if any that have an indefinite useful life are tested annually for impairment.

An impairment loss is reversed if the reversal can be related objectively to an event occurring after
the impairment loss was recognized.

ANNUAL REPORT 2017 |

55



HONEY BUN (1982) LIMITED
Notes to the Financial Statements
30 September 2017

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(m) Borrowings and borrowing costs

Borrowings are recognized initially at fair value, net of transaction costs incurred. Borrowings are
subsequently carried at amortized cost using the effective yield method.

Borrowing costs directly attributable to the acquisition, construction or production of qualifying
assets are capitalized as part of the cost of these assets. Capitalization of such borrowing costs
ceases when the assets are subsequently ready for their intended use or sale.

All other borrowing costs are recognized in profit or loss in the period in which they are incurred.

(n) Employee benefits

Employee benefits include current or short —term benefits such as salaries, statutory contributions
paid, annual vacation and sick leave, and non-monetary benefits such as medical care. Additional
details are noted below:

i. Pension obligations

The Company does not operate either a contributory or defined benefit pension scheme and
thus has no pension obligations.

i. Other employee benefits

The Company does not provide any supplementary medical and life insurance benefits to
employees upon retirement. Employee entitlement to annual leave and other benefits are
recognized when they accrue to employees. A provision is made for the estimated liability for
annual leave and other benefits as a result of services rendered by employees up to the end
of the reporting period.

ii. Profit sharing and bonus plan

The Company recognizes a liability and an expense for bonuses and profit-sharing based on
a formula that takes into consideration the profit attributable to the Company’s stockholders
after certain adjustments. The Company recognizes a provision where contractually obliged
or where there is a past practice that has created a constructive obligation.

(o) Provisions

56

Provisions are recognized when the Company has a present legal or constructive obligation as a
result of past events, if it is probable that an outflow of resources will be required to settle the
obligation and a reliable estimate of the amount can be made.

Where the Company expects a provision to be reimbursed, for example under an insurance
contract, the reimbursement is recognized as a separate asset but only when the reimbursement
is virtually certain.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(p) Leases

Leases of property, plant and equipment, where the Company has substantially all the risks and
rewards of ownership, are classified as finance leases. Finance leases are recognized at the
inception of the lease at the lower of the fair value of the leased asset or the present value of
minimum lease payments. Lease payments are apportioned between finance charges and
reduction of the lease obligation so as to achieve a constant rate of interest on the remaining
balance of the lease obligation. The interest element of the lease payments is charged to profit
or loss over the lease period.

Property, plant and equipment acquired under finance leases are depreciated over the shorter
of the useful life of the asset or the lease term.

Leases where a significant portion of the risks and rewards of ownership are retained by the
legal owner or lessor are classified as operating leases. Payments under operating leases are
charged to profit or loss on the straight line basis over the period of the lease.

(q) Trade and other payables

Trade and other payables and accruals are stated at cost.

(r) Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for the sale of goods
and services in the ordinary course of the Company’s activities. Revenue is shown net of General
Consumption Tax, returns and discounts and represents the proceeds from sale of baked
products and other complementary products.

The Company recognizes revenue when the amount of revenue can be reliably measured, it is
probable that future economic benefits will flow to the Company and specific criteria have been
met in relation to the Company’s activities as described below:

Sale of goods

Sales are recognised upon delivery of products, customer acceptance of the products and
collectability of the related receivables is reasonably assured.

Rental income

Rental income is recognized as it accrues.

Interest income

Interest income is recognised in profit or loss for all interest bearing instruments on an accruals
basis using the effective yield method based on the actual purchase price. Interest income
includes coupons earned on fixed income investments.

Dividend Income

Dividend income is recognised when the right to receive payment is established.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(s) Investment securities

Investment securities classified as financial assets at fair value through profit or loss and
available-for-sale are carried at fair value. Realized and unrealized gains and losses arising
from changes in the fair value of investments classified as financial assets at fair value through
profit or loss are included in the determination of profit or loss in the period in which they arise.
Unrealized gains and losses arising from changes in the fair value of investments classified as
available-for-sale are recognized in other comprehensive income. When securities classified as
available-for-sale are sold or impaired, the accumulated fair value adjustments are included in
profit or loss.

The fair values of quoted investments are based on current bid prices. If the market for an
investment is not active, the Company establishes fair value by using valuation techniques.
Where fair values cannot be reliably measured, the Company carries the investment at cost.

(t) Related party

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

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

i. has control or joint control over the reporting entity;
ii. has significant influence over the reporting entity ; or
iii. is a member of the key management personnel of the reporting entity or of a parent
of the reporting entity.

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

i. The entity and the reporting entity are members of the same group (which means that
each parent, subsidiary and fellow subsidiary is related to the others).
ii. One entity is an associate or joint venture of the other entity (or an associate or joint
venture of a member of a group of which the other entity is a member).
iii. Both entities are joint ventures of the same third party.
iv. One entity is a joint venture of a third entity and the other entity is an associate of the
third entity.
v. The entity is associated with a post-employment benefit plan for the benefit of the
employees of either the reporting entity or an entity related to the reporting entity.
vi. The entity is controlled or jointly controlled by a person identified in (a).
vii. A person identified in (a) i above, has significant influence over the entity or is a
member of the key management personnel of the entity (or of a parent of the entity).
viii. A management entity that provides key management personnel services to the
reporting entity, either directly or through a group entity.

A related party transaction is a transfer of resources, services or obligations
between related parties, regardless of whether a price is charged.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(u) Financial instruments — recognition and measurement

A financial instrument is any contract that gives rise to a financial asset of one party and a financial
liability or equity instrument of another party. Financial assets and financial liabilities are recognized
in the statement of financial position when the Company becomes a party to the contractual
provisions of a financial instrument. All financial instruments are required to be measured at fair
value on initial recognition. Subsequent measurement of these assets and liabilities is based on fair
value or amortized cost using the effective interest method.

Transaction costs that are directly attributable to the acquisition or issue of financial assets and
financial liabilities, except those classified as fair value through profit or loss (“FVTPL”), are added
to or deducted from the fair value of the financial assets and financial liabilities, as appropriate, on
initial recognition.

The Company classifies financial instruments, at the time of initial recognition, according to their
characteristic and management’s choice and intentions related to it for ongoing measurement.
Classification choices for financial assets include:

e  Fair value through profit or loss (FVTPL)
e  Held-to-maturity investments and
e Loans and receivables

Classification choices for financial liabilities include:

. FVTPL; and
. Other liabilities

The Company’s financial assets and financial liabilities are generally classified as loans and
receivables and investments while other liabilities are generally measured at fair value.

Financial instruments at fair value through profit or loss (FVTPL)

Financial instruments are classified as FVTPL when the instrument is either held for trading or
designed as such upon initial recognition. Financial instruments are classified as held for trading if
acquired principally for selling in the near future or if part of an identified portfolio of financial
instruments that the Company manages together and has a recent actual pattern of short-term
profit making.

Financial instruments classified as FVTPL are measured at fair value, with changes in fair value
recorded in net income in the period in which they arise.

Held-to-maturity investments

Financial assets are classified as held-to-maturity investments on initial recognition when the entity
has a positive intention and ability to hold to maturity. These financial assets have fixed or
determinable payments and fixed maturity.

Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are not quoted
in an active market. After initial recognition, loans and receivables are measured at fair value less
any impairment, with gains and losses recognized in net income in the period that the asset is de-
recognized or impaired.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

60

(u) Financial instruments — recognition and measurement (continued)

Other liabilities

The other financial liabilities are measured at cost less any impairment, with gains and losses
recognized in net income in the period that the liability is derecognized.

Derecognition of financial instruments

A financial asset is derecognized when the contractual rights to the cash flow from the asset
expires or when the Company transfers the financial asset to another party without retaining control
or substantially all the risks and rewards of ownership of the asset. Any interest in transferred
financial assets created or retained by the Company is recognized as a separate asset or liability.

A financial liability is derecognized when the contractual obligations are discharged, cancelled or
expires.

(v) Share capital

Ordinary shares are classified as equity. Incremental costs directly attributed to the issue of
ordinary shares are recognized as a deduction from equity.

(w) Dividends

Dividends on ordinary shares are recognized in shareholders’ equity in the period in which they
are approved.

Interim dividends payable to shareholders are approved by the directors while final dividends
have to be approved by the equity shareholders at the Annual General Meeting. Dividends for
the year that are declared after the balance sheet date are dealt with in the subsequent events
note.

(x) Comparative balances

Where necessary, comparative figures have been reclassified to conform with changes in
presentation in the current year.
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3.

FINANCIAL RISK MANAGEMENT

This note presents information about the Company’s exposure, policies and processes for
managing risks. Further qualitative disclosures are included throughout these financial statements.

The Company’s activities expose it to a variety of financial risks in respect of its financial
instruments: market risk (including currency risk, fair value interest rate risk, cash flow interest rate
risk and price risk), credit risk and liquidity risk. The Company’s overall risk management
programme includes a focus on the unpredictability of financial markets and seeks to minimize
potential adverse effects on the Company’s financial performance.

The Company’s risk management policies are designed to identify and analyse these risks, to
implement appropriate risk limits and controls, and to monitor the risks and adherence to limits by
means of reliable and current information systems. The Company regularly reviews its risk
management policies and systems to reflect changes in markets, products and emerging best
practice.

The Board of Directors, together with management has overall responsibility for the establishment
and oversight of the Company’s risk management framework. The Board approves principles for
overall risk management and has established functional committees for managing and monitoring
risks, as follows:

(i)  Treasury Function:

The Treasury function is responsible for managing the Company’s assets and liabilities and
the overall financial structure to determine funding and liquidity risks. The Treasury function
identifies, evaluates and hedges financial risks.

(i) Audit Committee:

The Audit Committee oversees how management monitors compliance with the Company’s
risk management policies and procedures and reviews the adequacy of the risk management
framework in relation to the risks faced by the Company. The Audit Committee is assisted in
its overall role by Internal Audit. Internal Audit undertakes both regular and ad hoc reviews of
risk management controls and procedures, the results of which are reported to the Audit
Committee. There has been no change to the Company’s exposure to market risk or the
manner in which it manages and measures risk.

ANNUAL REPORT 2017 |

61



HONEY BUN (1982) LIMITED
Notes to the Financial Statements
30 September 2017

3.

(a)

62

FINANCIAL RISK MANAGEMENT (continued)

Market risk

The Company takes on exposure to market risk, which is the risk that the fair value or future cash
flows of a financial instrument will fluctuate because of changes in market prices. Market risks mainly
arise from changes in foreign currency exchange rates, interest rates and commodity prices. The
objective of market risk management is to manage and control market risk exposures within
acceptable parameters, while optimizing the return.

There has been no change to the Company’s exposure to market risk or the manner in which it
manages and measures the risk.

(i) Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates.

The Company is exposed to currency risk due to fluctuations in exchange rates on transactions
and balances such as purchases, receivables and investments denominated in currencies other
than the Jamaican dollar. The main currency that gives rise to this exposure is the US$.

The Company manages its foreign exchange risk by ensuring that the net exposure in foreign
assets and liabilities is kept to an acceptable level by monitoring currency positions. The
Company further manages this risk by maximizing foreign currency earnings and holding foreign
currency balances.

Exposure to currency risk

The Company’s statement of financial position at 30 September 2017 includes aggregate net foreign
assets/(liabilities) in respect of transactions arising in the ordinary course of business, which were
subject to foreign exchange rate changes as follows:
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FINANCIAL RISK MANAGEMENT (continued)
(a) Market risk (Continued)

Exposure to currency risk (continued)

Concentrations of currency risks

2017 2017 2017 2016 2016 2016
CAN us UK CAN$ us UK
$ $ £ $ £
Financial assets
Cash and cash equivalents - 587,007 - 128 435,735 4,229
Investments - 501,681 - - 221,371 -
- 1,088,685 - 128 657,106 4,229
Financial liabilities
Payables and accruals - (11,630) - - (5,818) -
Total net assets - 1,077,055 - 128 651,288 4,229

A significant portion of the Company’s purchases are made using United States (US) dollars. The
Company hedges against movement in the United States dollar principally by holding cash
resources in that currency and prompt payment of foreign currency bills as they become due.

The exchange rates applicable to the Jamaican dollar, reported by the Bank of Jamaica, at the
date of the statement of financial position relating to foreign currencies are as follows:

Currency 30 Sept. 30 Sept.
2017 2016
$ $
Canadian dollar (Can$) 104.27 97.31
United States dollar (US$) 130.41 128.27
United Kingdom pound (£) 172.84 166.78

Foreign currency sensitivity

The table below indicates the currencies to which the Company has significant exposure on its
monetary assets and liabilities and its forecast cash flows. The change in currency rates below
represents management’s assessment of the possible change in foreign exchange rates with all
variables held constant. Changes in the exchange rates of the Jamaican dollar (JA$) to the
United States dollar (US$), Canadian dollar (Can$) and the United Kingdom pound (£) would
have the pre-tax effects on profit as described below:

Effect on pre-tax profit for the year

Increase/(Decrease)
2017 2016
$ $
1% (2016- 1%) strengthening of Jamaican dollar (1,404,587) (842,585)
10% (2016-10%) weakening of Jamaican dollar 14,045,874 8,425,848

The analysis assumes that all other variables, in particular interest rates, remains constant.
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FINANCIAL RISK MANAGEMENT (continued)
(a) Market risk (Continued)

(ii) Interest rate risk

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

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

Interest-bearing financial assets mainly comprise monetary instruments, bank deposits and
short term investments, which have been contracted at fixed interest rates for the duration of
their terms.

The Company’s cash and cash equivalent are subject to interest rate risk. However, the
Company attempts to manage this risk by monitoring its interest-bearing instruments closely
and procuring the most advantageous rates under contracts with interest rates that are fixed
for the life of the contract, where possible. The policy also requires it to manage the
maturities of interest bearing financial assets and liabilities.

The Company manages its risk relating to borrowed funds by obtaining fixed rate loans at
relatively low rates when interest rates are expected to rise and floating rate loans when
interest rates are expected to fall. Interest rates on certain loans are fixed and are not
affected by fluctuations in market interest rates. When utilized, bank overdrafts are subject
to rates which may be varied by appropriate notice by the lender but the Company avoids
this type of loan facility due to its relatively high rate of interest.

The Company 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.

At the reporting date the interest profile of the Company’s interest bearing financial
instruments was:

2017 2016
$ $

Fixed rate:
Assets 67,743,226 28,442,854
Liabilities (36,126,022) (13,883,782)

31,617,204 14,559,072
Variable rate:
Assets 61,287,955 57,941,995
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3.

FINANCIAL RISK MANAGEMENT (continued)
(a) Market risk (Continued)

(ii) Interest rate risk (Continued)

Fair value sensitivity analysis for fixed rate instruments

Fair value is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date in the principal
or, in its absence, the most advantageous market to which the Company has access at that
date.

The fair value of a liability reflects its non-performance risk.

The fair value of cash and cash equivalents, accounts receivable and accounts payable and
accrued charges are considered to approximate their carrying values due to their short -
term nature.

The Company does not hold any financial instruments that are carried at fair value and
therefore a change in interest rates at the reporting date would have no impact on profit or
equity.

Cash flow sensitivity analysis for variable rate instruments

The Company’s financial instruments are fixed and short term in nature and interest rate
fluctuations are not expected to have any material effect on the net results of stockholders’
equity.

There has been no change during the year in the Company’s approach to measuring and
managing financial instrument risks.

(iii) Commodity 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 Company is exposed to price risk relating to imported wheat, sugar and eggs.

Where necessary, the Company enters into commodity contracts or related financial
instruments in respect of its future usage requirements. The price of these commodities is
reviewed regularly in considering the need for active financial risk management. The prices of
the main imported ingredients such as wheat and sugar are tracked and non-perishable
items purchased in advance if prices are increasing.
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FINANCIAL RISK MANAGEMENT (CONTINUED)

(b) 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 exposures arise principally from the
Company’s receivables from customers and investment activities. The Company structures the
levels of credit risks it undertakes by placing limits on the amount of risk accepted in relation to
a single counterparty.

(i) Trade and other receivables

The Company has an established credit process which involves regular analysis of the ability
of distributors and major customers to meet repayment obligations.

Credit risk for receivables is mitigated by stringent credit reviews and approval of limits to
customers and regular credit evaluation of customers. Appropriate credit checks, references
and analyses are undertaken in order to assess customers’ credit risk prior to offering new
credit or increasing existing credit limits. Customers who are experiencing cash flow
difficulties and are exceeding their credit limits are identified and the appropriate actions
taken.

Key performance indicators are reviewed regularly, including cash collected, average debt
collection period, percentage of customers with overdue balances and debts deemed
uncollectible. Annual review of credit limits for all customers including payment history and
risk profile is done before renewal of credit facilities.

Trade receivables over 90 days are reviewed and the company has provided fully for all
receivables where collectability is deemed doubtful. This is determined by direct contact with
customer, past default experience, current economic conditions and expected receipts and
recoveries.

The Company’s credit period on the sale of goods ranges from 7 to 30 days. The Company
has provided fully for all receivables where collectability is deemed doubtful.

The Company does not require collateral in respect of trade and other receivables with the
exception of major distributors who are required to make cash deposits in accordance with
Company policy guidelines.

(i) Investments and cash equivalents

The Company limits its exposure to credit risk by investing principally in liquid securities, with
counterparties that have high credit quality and with licensed financial institutions that are
considered stable. Accordingly management does not expect any counterparty to fail to meet
its obligations.
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3.

FINANCIAL RISK MANAGEMENT (CONTINUED)

(b) Credit risk (Continued)

Aging analysis of trade receivables that are past due but not impaired

Trade receivables that are less than 30 days past due are not considered impaired. A
significant portion of the balance over 90 days relate to customers that have a good credit and
payment history.

The specific allowance account in respect of trade receivables is used to record impairment
losses. The impaired receivables mainly relate to assigned distributors and major customers
who are experiencing difficult economic situations; whenever management considers any
amount to be irrecoverable, it is written off directly to bad debt or against the provision, if an
amount was previously provided.

During the year, the Company increased its due diligence in managing credit risk, especially in
regards to customers who consistently exceeded their credit limits as a consequence of the
deteriorating economic climate.

Aging analysis of trade receivables

2017 2016
Gross Impairment Gross Impairment
$ $ $ $
Current: below 30 days 51,562,554 - 54,221,128 -
Past due 31-60 days 473,609 - 10,106,265 -
Past due 61-90 days 3,267,541 845,739 1,111,510 -
More than 90 days 31,521,061 13,118,548 9,750,860 9,107,544
86,824,765 13,964,287 75,189,763 9,107,544

Movement on the provision for impairment of trade receivables

The movement on the provision for impairment of trade receivables was as follows:

2017 2016
$ $
At beginning of year 9,107,544 7,852,716
Provision for receivables impairment 4,856,743 2,814,169
Recoveries - (1,559,341)
At end of year 13,964,287 9,107,544

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.

There are no significant financial assets other than those listed above that were individually
impaired.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED) 3. FINANCIAL RISK MANAGEMENT (CONTINUED)
(b) Credit risk (Continued) (c) Liquidity risk (continued)
Exposure to credit risk for trade receivables Liquidity risk management process

The following table summarises the Company’s credit exposure for trade receivables at their
carrying amounts, as categorized by the customer sector:

The Company manages its liquidity risk by:

Carrying amount (i) monitoring current and future cash flows on a daily basis and by maintaining an
appropriate level of resources in liquid or near liquid form to meet its liabilities when due,

2017 2016 under both normal and stressed conditions, without incurring unacceptable losses or
$ risking damage to the Company’s reputation.
Supermarkets 14,277,299 12,134,664
Distributors 49,052,058 42,164,247 (i)  The Company also manages cash flow risk through budgetary measures, ensuring as far
Schools 6,401,957 4,310,546 as possible, that fluctuations in cash flows relating to monetary financial assets and
Other receivables 17,093,451 16,580,306 liabilities are matched, to mitigate any significant adverse cash flows.
86,824,765 75,189,763

(i)  The Company maintains sufficient cash and short-term deposits along with having
At the reporting date, the Company had no receivable from any Government entity. available committed facilities to ensure it meets its liquidity requirements.

Exposure to credit risk for investments (iv)  Managing the concentration and profile of debt maturities.

The following table summarizes the Company’s credit exposure for investments at their carrying
amounts, as categorized by the issuer. The carrying amounts below represent the total for
investments included in financial assets at fair value through profit or loss.

Financial Liabilities cash flows

The Company’s financial liabilities comprise long-term loans and payables and accruals. The
table below summarizes the maturity profile of the Company’s financial liabilities at 30

2017 2016 September 2017 based on contractual undiscounted payments.
$ $
Investments 78,079,907 39,494,528
Receivables 81,702,289 77,412,216 2017
Cash and cash equivalents 101,644,352 73,263,386
261,426,548 190,170,130 Carrying Contractual Less More than 2to 5
amount cash flow than1 1<2 years years
Investments are held principally in local stock and securities listed on the Jamaican Stock year
Exchange in companies that are considered safe by the directors. Other investments are held in N derivative fi ial $ $ $ $ $
cash deposits with reputable financial institutions and the directors do not anticipate any Ii:l?i;itizgva Ive Tinancia
potential loss in value from its investment portfolio. Trade and other payables 100431266 100431266 i i i
(c) Liquidity risk Long term loans 36,126,022 45,336,724 8,463,796 7,708,543 11,796,830
Total financial liabilities 136,557,288 145,767,990 8,463,796 7,708,543 11,796,830
Liquidity risk is the risk that the Company will encounter difficulty in raising funds to meet its
commitments associated with financial instruments when they fall due. Prudent liquidity risk
management implies maintaining sufficient cash and marketable securities, the availability of
funding through an adequate amount of committed credit facilities and the ability to close out
market positions.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED) 4. CAPITAL MANAGEMENT
(c) Liquidity risk (Continued) The policy of the Company’s Board of Directors is to maintain a strong capital base so as to maintain
investors, creditors and market confidence and to sustain future development of the business and
Liquidity risk management process (continued) ensure it continues as a going concern.
2016
The Company considers its capital to be its total shareholders’ equity inclusive of accumulated
Carrying Contractual Less More than 2to 5 surplus and reserves. The Company’s financial objective is to generate a targeted operating surplus,
amount cash flow than 1 1<2 years years in order to strengthen and provide for the future continuity of the Company as a going concern in
year order to provide returns for its stockholders and benefits for other stakeholders and to maintain an
$ $ $ $ $ optimal capital structure to reduce the cost of capital.
Non- derivative
financial liabilities The Directors regularly review the financial position of the Company at meetings and monitor the
Trade and other 71,172,563 71,172,563 - - - return on capital and the level of dividends to the ordinary shareholders. They seek to maintain a
payables balance between the higher returns that might be possible with higher levels of borrowings and the
Long term loans 13,883,782 15,100,455 6,770,315 4,531,524 3,798,616 advantages and security afforded by a sound capital position.
Bank overdraft 1,246,209 1,246,209 - - -
Total financial liabilities 86,302,554 87,519,227 6,770,315 4,531,524 3,798,616 The Company monitors capital on the basis of the gearing ratio. This ratio is calculated as net debt

divided by total capital. Debt is the total of long term loans and bank overdraft less related party
loans, if any. Total capital is calculated as equity as shown in the Company’s balance sheet plus debt.

(d) Operational risk The gearing ratios at the yearend based on these calculations were as follows:

Operational risk is the risk of direct or indirect losses arising from a variety of causes associated with
the Company’s internal processes such as personnel, technology, infrastructure and external factors,

, . . : . 2017 2016
other than financial, such as those arising from natural disasters, legal and regulatory requirements T $
and generally accepted ethical and corporate social behaviour. Management’s objective is to )
manage operational risk so as to reduce the possibility of financial loss and long term damage to the Debt: long term loans 36,126,022 15,129,991
Company’s reputation while trying to balance control procedures that restrict initiative and creativity. Equity 545,831,427 471,273,472
Total capital 581,957,449 486,403,463

(e) Reputational risk Gearing ratio 6.20% 3.11%

The Company is engaged in a business that principally distributes baked food items, and its reputation During 2017, the Company’s strategy, which was unchanged from 2016, was to maintain the gearing

is critical within the market place. The Company’s management endeavors at all times to be ethical ratio below 25%.
and adopts international best practices in its manufacturing process.
There were no significant changes in the Company’s approach to capital management during the year
The Company also ensures that the necessary sanitary standards are maintained to guarantee that and the Company is not subject to externally imposed capital requirements.
regular audits by the Bureau of Standards are successfully undertaken. In addition, customer audits
are undertaken to facilitate continuous improvement and customer delivery.

Customer complaints are properly investigated and appropriately assessed and transparency is
maintained; where necessary customers are promptly compensated if they have suffered loss.
Management considers the Company’s reputation secured as they ensure that events that may
damage the Company’s reputation are immediately investigated and the appropriate action taken to
deal with the event in a manner that satisfies the complainant.
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5. EXCHANGE GAINS AND OTHER INCOME

Grant Funds

Gains on exchange

Gain/(loss) on disposal of assets
Dividends received

Gain on sale of shares

6. OPERATING PROFIT BEFORE TAXATION

2017 2016

$ $
- 2,426,638
1,936,260 5,497,534
9,079 -
1,196,649 84,886
- 673,000
3,141,988 8,682,058

The following items have been expensed/(credited) in arriving at operating profit before taxation:

Auditors’ remuneration
Depreciation

Directors’ emoluments:
Directors fees
Management remuneration

Foreign exchange gains on exchange
Staff costs (excluding management remuneration above)

7. STAFF COSTS

Salaries and wages (including accrued vacation and
management remuneration)

Payroll taxes: employer’s portion

Other staff costs

2017 2016
$ $
1,760,000 1,750,000
43,801,349 37,859,515
6,654,133 3,543,192
13,119,127 10,830,767
(1,936,260) (5,497,534
310,462,557 283,202,871
2017 2016
$ $
263,691,922 245,691,992
29,638,039 16,325,621
30,251,723 32,016,025
323,581,684 294,033,638

The average number of persons employed by the Company during the year was as follows:

Full time
Contract workers
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8. TAXATION
(a) Taxation is based on profit for the year adjusted for taxation purposes and comprises income
tax at 25% (2016 — 25%).

2017 2016
$ $

Taxation for the year comprises:
Current tax expense 25,393,494 32,728,620
Remission of income tax: 50% (12,696,747) (28,709,317)

12,696,747 4,019,303
Deferred Tax adjustment ( note 22) (1,333,237) 6,162,942
Charge to Comprehensive Income 11,363,510 10,182,245

(b) The tax on the Company’s profit differs from the theoretical amount that would arise using the
applicable tax rate as follows:

2017 2016
$ $

Profit before taxation 105,265,853 149,743,955
Tax calculation @ 25% (2016 — 25%) 26,316,463 37,435,989
Adjustment for difference in treatment of:

Depreciation and capital allowances (3,885,201) (2,770,992)
Net effect of other charges for tax purposes (482,887) (213,815)
Adjustment for the effect of remission of tax. (9,682,268) (30,001,239)
Other net tax reversal adjustment 430,640 (430,640)
Tax charged for the year 12,696,747 4,019,303

(c) Remission of income tax:

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

Effective 3 June 2011, the Company’s shares were listed on the JSE. Consequently, the
Company is entitled to a remission of income taxes for ten years in the proportion set out below,
provided the shares remain listed for at least 15 years.

Years 1to 5 (1 June 2011-31 May 2016) — 100%
Years 6-10: (1 June 2016- 31 May 2021) — 50%.

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

9. EARNINGS PER SHARE

2017 2016
$ $
Earnings Per Share 0.19 0.29

The EPS is computed by dividing the profit for the year by 471,266,950 (2016 — 471,266,950), the
number of shares in issue during the year.
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11.

12.
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HONEY BUN (1982) LIMITED
Notes to the Financial Statements
30 September 2017

INVESTMENTS
Investments comprise:
2017 2016
$ $

Held to maturity:
Stocks And Securities Ltd. (US$) - 8,217
Mayberry Investments Ltd. (US$) 35,878 39,374
Stocks And Securities Ltd.(JAS$) 578,279 581,775
Victoria Mutual Building Society (US$) 39,147,000 -
Victoria Mutual Building Society (US$) 26,315,067 26,407,492
Digicel Group Bond 7.125% 2022 (US$) 2,281,159 2,035,362
Available-for-sale:
Quoted shares
General Accident Insurance Co. Ltd. 236,401 214,099
Lasco Manufacturing Ltd. 2,088,600 2,950,000
Caribbean Cream Ltd. 3,039,600 4,727,700
Pan Jamaican Investment Trust Ltd. 2,056,529 1,211,543
Jamaica Teas Ltd. 236,070 243,372
National Commercial Bank Ltd. 2,065,324 1,075,594

78,079,907 39,494,528

The Victoria Mutual Building Society US$ investment is held as collateral against a loan from the
same financial institution that was used to acquire a real estate property to expand the operations of
the Company.

Apart from the quoted shares which are classified as level 1, the other investments are level 2
investments.

INTANGIBLE ASSETS

Intangible assets in the statement of financial position were determined as follows:

2017 2016
$ $

Software at cost:

Opening balance: 1 October 17,576,925 16,097,315
Software purchased during year 633,000 1,479,610
Closing balance : 30 September 18,209,925 17,576,925
Amortization:

Opening balance: 1 October 15,776,376 14,194,704
Amortization of software at 33 1/3% 776,116 1,581,672
Closing balance: 30 September 16,552,492 15,776,376
Balance: Software at cost, net of amortization 1,657,433 1,800,549

Software is amortized over three (3) years, unless there is significant impairment during the year.

| HONEY BUN LIMITED

13.

14.

15.

INVENTORIES
2017 2016
$ $

Raw and packaging material 39,184,247 37,014,300
Work-in-progress 2,738,446 6,590,368
Sundry equipment spares 5,212,773 4,508,352
Finished goods 803,595 1,516,942

47,939,061 49,629,962

The Company has no major spare parts that may be classified as plant, property and equipment and

there were no inventory write-downs for the current or the previous year.

RECEIVABLES
2017 2016
Trade receivables 86,824,765 75,189,763
Less provision for bad debts (13,964,287) (9,107,544)
72,860,478 66,082,219
Prepayments 4,723,124 2,592,233
Other receivables 4,118,687 8,737,764
81,702,289 77,412,216

At the end of the year, approximately $52 Million or 60% (2016 - $44 Million or 58%) of the trade
receivable balance was due from the Company’s five (5) largest customers. The Company also
holds collateral in the form of cash deposits for several of its distributors, whose balances are
included in the above amount for trade receivables.

CASH AND CASH EQUIVALENTS

2017 2016
$ $

Petty cash 297,000 261,000
Foreign currency accounts:
Foreign currency bank accounts: various banks 60,136,384 56,796,875
Local currency accounts:
Current and saving bank accounts : various banks 41,210,969 16,205,511

101,644,353 73,263,386

These bank balances are held at reputable financial institutions that are relatively stable. Interest
earned averages between 0% - 3%, depending on the type of account held with the financial
institutions. The exchange rate at the reporting date of the US dollar was J$130.51 to 1 US$ ( 2016 -
J$ 128.27 to 1 USS).
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16. PAYABLES

HONEY BUN (1982) LIMITED
Notes to the Financial Statements

2017 2016
$ $
Trade payables 78,974,643 52,473,337
General Consumption Tax (GCT) - 1,294,214
Accrued staff vacation pay 6,211,609 4,073,077
Other payables 1,251,875 12,502,664
Distributors’ deposits 829,581 829,269
87,267,645 71,172,561

Included in trade payables is an amount of US$11,637 or equivalent to J$1,517,626 (2016 — US$
5,838 or equivalent of J$748,821) payable in foreign currency The Directors are of the opinion that
payables are fairly stated due to the short term maturity of these amounts, as they are due within
three (3) months of the year end. The directors considered the impact of the depreciation of the
Jamaican dollar after the end of the financial year immaterial because the foreign currency balance

was short term in nature and promptly settled subsequent to the year end.

17. DIVIDENDS

2017 2016
$ $
First interim 9,425,339 9,425,339
Second interim 9,425,339 14,138,009
18,850,678 23,563,348

18. BANK OVERDRAFT

The Company’s main bank account was not in an overdraft position at the 30 September 2017.

78 | HONEY BUN LIMITED

30 September 2017
19. SHARE CAPITAL
2017 2016

Authorized: $ $
487,500,000 (2016 - 487,500,000 ) ordinary shares at no par value
Issued and fully paid:
471,266,950 (2016 - 471,266,950) ordinary shares of no par value 46,514,770 46,514,770

20. CAPITAL RESERVES

2017 2016
$
Balance brought forward: 1 October 60,372,566 72,759,535
Deferred tax on revaluation at 25% - (17,939,596)
Unrealised gain on securities (491,828) 5,552,627
Balance at 30 September 59,880,738 60,372,566
2017 2016

Represented by unrealised surplus on revaluations:: $ $
Property, plant and equipment - 2009 33,000 33,000
Property, plant and equipment - 2010 50,109,435 50,109,435
Property, plant and equipment - 2010 21,615,949 21,615,949
Deferred tax on revaluation at 25% (17,939,596) (17,939,596)
Unrealised gain on securities: net accumulated balance 6,061,950 6,553,778
Balance at 30 September 59,880,738 60,372,566

The capital reserves represent surplus arising on the revaluation of the Company’s buildings and

plant and machinery by the Directors along with unrealized gain on securities. Refer to note 10.
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21. LONG TERM LOANS 22. DEFERRED INCOME TAXES
2017 2016 Deferred tax represents the potential income tax liability due as a result of future accelerated
$ $ depreciation charges that will become subject to income tax if they crystallize. No provision was
(i) Bank of Nova Scotia Jamaica Limited (BNS) c 2,166,661 made for deferred tax during the year ended 30 September 2015 because the Company was listed
(i) Victoria Mutual Building Society (VMBS) 7,449,865 - on the JSE Junior Market, effective 3 June 2011 and was relieved from income tax until 31 May
(iii) Victoria Mutual Building Society (VMBS) 28,676,157 11,717,121 2016(See note 8).
36,126,022 13,883,782 During the year ended 30 September 2017, deferred income taxes are calculated in full on
Less current portion due within 12 months (6,519,369) (6,051,314) temporary differences under the liability method using a principal tax rate of 25%.
29,606,653 7,832,468

(i) The BNS loan was repaid during the year, before the maturity date.

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 amount determined after appropriate

(ii) This is a 6.5% (2016-6.5%) VMBS share loan repayable on a monthly basis, maturing in July

offsetting are as follows:

2019. The primary collateral is a US$ time account being held with VMBS. 2017 2016
(iii) This is a 5.65% (2016-5.65%) VMBS share loan repayable on a monthly basis, maturing in o $ $
February 2027. The primary collateral is a US$ time account being held with VMBS. Deferred tax liability 22,769,301 24,102,538
22,769,301 24,102,538
The movement in deferred taxation is as follows:
2017 2016
$
Balance at start of year 24,102,538 -
Charged to equity for the year - 17,939,596
Charged to profit or loss for the year (1,333,237) 6,162,942
Balance at end of year 22,769,301 24,102,538
Deferred taxation is due to the following temporary differences:
2017 2016
$ $
Revaluation surpluses written back 17,939,596 17,939,596
Accrued vacation (1,552,902) (1,018,269)
Decelerated capital allowances 6,382,607 7,181,211
Balance at end of year 22,769,301 24,102,538
Deferred taxation charged to profit or loss comprises the following temporary differences:
2017 2016
$
Accrued vacation (533,633) (1,018,269)
Decelerated capital allowances (799,604) 7,181,211
(1,333,237) 6,162,942

Deferred income tax liabilities are recognised as the Company is subject to income tax on 50% of
its earnings, under the Junior Market tax incentive programme, for the next five (5) years as
follows: Years 6-10: (1 June 2016- 31 May 2021), if the Company remains listed on the Junior
Market of the Jamaica Stock Exchange.
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23.

82

EXPENSES BY NATURE

Total direct, administration and other operating expenses:

Cost of inventories recognized as expense
Distribution costs

Advertising, marketing and promotion

Directors’ fees

Local travel, accommodation and motor vehicle expenses
Rates, taxes, telephone, fuel and electricity

Foreign travel and accommodation

Office, general, printing and stationery

Insurance

Rental of property

Repairs and maintenance and cleaning and sanitation
Legal, professional, management and accounting
Audit fees

Security

Staff costs

Depreciation

Amortisation

General Consumption Tax - irrecoverable
Environmental levy

Other expenses

2017

$
522,998,671
51,300,408
38,356,129
6,654,133
997,932
51,044,233
1,486,162
2,108,137
13,827,505
9,248,765
31,579,047
23,587,410
1,760,000
5,884,472
323,581,684
43,801,349
776,116
5,449,385
4,716,795
5,576,474

2016

$

490,076,043
43,216,354
34,529,192
3,543,192
2,491,766
42,473,819
1,240,919
2,285,227
11,778,292
7,600,247
30,976,335
17,621,541
1,750,000
5,552,119
294,033,639
37,859,515
1,681,672
7,589,390
4,959,835
3,928,931

HONEY BUN (1982) LIMITED
Notes to the Financial Statements
30 September 2017

1,144,734,807

1,045,088,028

Expenses by nature include the total of cost of sales, distribution costs, administration and other

expenses.

| HONEY BUN LIMITED

24. RELATED PARTY TRANSACTIONS AND BALANCES

Parties are considered related if one party has the ability to control or exercise significant influence
over the other party in making financial or operational decisions.

Related parties include directors and key management; key management includes directors
(executives and non-executives) and members of the senior management.

(a) Related party transactions

The following transactions were carried out between the Company and Next Incorporated
Limited a company incorporated in Jamaica.

2017 2016
$ $
Payments net of purchases 125,084 (25,878)

The balance receivable at the end of the year on its supplier’s account, which is included in
trade receivables, is as follows:

2017 2016
$ $
Receivables due from Next Incorporated Limited 265,858 140,774

During the year, no management fees were charged and no payments were made to senior
directors or key management personnel nor were any amounts outstanding to them at the end
of the reporting period in respect to Next Incorporated Limited.

Key Management personnel

During the year, there were no transactions with key personnel of Next Incorporated Limited.

(b) Key management compensation (included in staff cost — note 6):

2017 016

N
-

$ $
24,238,971 18,353,

©

Salaries and other short-term employee benefits 60

In 2017, key management comprises of two (2) executive directors and four (4) senior
managers. In 2016 the number of people relates to two (2) executive directors and one (1)
senior manager.

(c) Directors’ emoluments:

2017 201
$ $
Fees 6,654,133 3,543,192
Executive directors’ salaries and benefits (included in
salaries and other short-term benefits in (b) above) 11,209,844 10,830,768

(d) Loans to/from directors:

During the reporting period ended 30 September 2017, there were no loans to or from any directors.
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25. FAIR VALUE OF FINANCIAL INSTRUMENTS

26.

84

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. Where no
market price is available, the fair values presented, if necessary, have been estimated using present
value or other estimation and valuation techniques based on market conditions existing at statement
of financial position dates.

The amounts included in the financial statements for cash and cash equivalents, receivables,
payables and amounts due from or payable to related parties reflect their approximate fair value
because of the short term maturity of these instruments.

Long term liabilities reflect the Company’s contractual obligations and are carried at amortized cost,
which is deemed to approximate the fair value of these liabilities because these liabilities are subject
to such terms and conditions as are available in the market for similar instruments.

Where appropriate, financial instruments are grouped into levels 1 to 3 based on the degree to which
the fair value is observed, as follows:

o Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active
markets for identical instrument;

. Level 2 fair value measurements are those derived from inputs other than quoted prices
included within level 1 that are observable for the instrument either directly (i.e., as prices) or
indirectly (i.e., derived from prices). There were no financial instruments held by the Company
in this category.

. Level 3 fair value measurements are those derived from valuation techniques that include
inputs for the instruments that are not based on observable market data (unobservable inputs).
There were no financial instruments held by the Company in this category.

During the year, there were no transfers between levels.

COMMITTMENTS

Apart from financial commitments regarding borrowings, there were no other contracted
commitments, capital or otherwise, at the reporting date.

| HONEY BUN LIMITED
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27.

28.

CONTINGENT LIABILITIES
In determining the existence of a contingent liability, management assesses the existence of:

(a) a possible obligation that arises from a past event and which existence will be confirmed only
by the occurrence or non-occurrence of one or more uncertain future events not wholly within
the control of the Company, or

(b) a present obligation that arises from a past event but is not recognised because it is not
possible that an outflow of economic benefit is required to settle, the amount of the obligation
cannot be reliably measured.

In estimating possible outflow of economic benefits in relation to a contingent liability,
management, if considered necessary, consults with experts such as legal counsel and based on
advice may or may not make provision in the financial statements. Contingent liabilities are
disclosed in the financial statements, unless considered immaterial or, the possibility of an outflow
of economic benefits is remote.

At year end, there were no letters of credit issued by the Company or loan facilities guaranteed on
behalf of any third parties or any contingent liabilities that the directors considered material for
disclosure in the financial statements.

SUBSEQUENT EVENT

As at 30 September 2017, the directors of the Company stated that they were not aware of any
subsequent material event up to the date of the signing of these financial statements that should
be disclosed in the financial statements.

The Company’s attorneys reported by letter dated 15 November 2017 that they have not been
instructed in any matters in relation to which any contingent liability may arise for the Company’s
financial year ended 30 September 2017. They also reported that they were unaware of any
indebtedness guaranteed by the Company or any trust monies held on behalf of the Company.

However, they reported that in October 2017, they were instructed to represent the Company in

defence of a debt claim relating to an aborted agreement by a supplier, of engineering services.
They estimate that the maximum contingent liability exposure is $400,000 in relation to this matter.
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FORM OF PROXY

[$100 POSTAGE STAMP]

I/We

(insert name)

Of

(address)

Being a Shareholder(s) of the above-named Company, hereby appoint:

(proxy name)

(address)

Or failing him

(alternate proxy name)

Of

(address)

as my/our proxy to vote for me/us on my/our behalf at the Annual General Meeting of the Company to be
held at 10am on the 21st day of February 2018 at Knutsford Court Hotel, 16 Chelsea Avenue, Kingston 5
and at any adjournment thereof. I desire this form to be used for/against the resolutions as follows
(unless directed the proxy will vote as he sees fit):
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Vote for or against

No. Resolution details (tick as appropriate)
L. To receive and approve the Directors’ Report, The Auditors’ Report |:| |:|
and the Audited Accounts for the year ended September 30, 2017. For  Against
2. To re-appoint Herbert Chong and Michelle Chong, as directors of
the Company, who have retired and, being eligible, have consented |:| |:|
to act on re-election. For Against
3. To authorize the Board to fix the remuneration of Directors. |:| |:|
For Against
4. To authorize the Board to re-appoint the auditors of the Company;,
and to fix their remuneration. |:| |:|
For Against
5. To approve the interim dividend of 2 cents per share paid on 16th
January 2017 and 2 cents per share paid on Ist June 2017 as the final |:| |:|
dividends in respect of year ended September 2017. For Against

Unless otherwise directed the proxy will vote as he thinks fit.

NOTES:

When completed, this form must be received by the Registrar of the Company at the address

given below, not less than forty-eight (48) hours before the time for holding the meeting.

The Proxy Form should bear stamp duty of $100.00 which may be adhesive and duly cancelled by

the person signing the proxy form.

If the appointer is a Corporation, this Form of Proxy must be executed under its common seal or

under the hand of an officer or attorney duly authorized in writing.

Send to:

The Registrar and Transfer Agent
Jamaica Central Securities Depository
40 Harbour Street

Kingston

Jamaica, W.I.
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