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JN FUND MANAGERS LIMITED 

 

Statement of Profit or Loss and Other Comprehensive Income 

Year ended March 31, 2016  

 

 

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

 Notes 2016 2015 

  $’000 $’000 

Interest income:  

 Interest on investments 13(a), 17(c) 1,583,707    1,626,087 

 Interest on loans and deposits with financial  

 institutions 13(a)      13,317      10,844 

  1,597,024 1,636,931 

Interest expense: 

 Securities sold under repurchase agreements 17(c) (   882,361) (   981,576) 

 Due to specialised financial institution  (          871) (          132) 

  (   883,232) (   981,708) 

Net interest income  713,792 655,223 

Foreign exchange translation gains 63,926 52,727 

Gain on sale of investments  6,865 194,768 

Fee income 13(b), 17(c)      50,321      38,406 

     834,904    941,124 

Operating expenses: 

Employees’ compensation and benefits 14(a) 202,258    165,049 

Management fees 17(c) 12,185      12,125 

Depreciation 8 7,070        8,570 

Other expenses 14(b), 17(c)    199,054    177,163 

      420,567    362,907 

Profit before taxation 15 414,337 578,217 

Taxation 16 (   151,804) (   199,687) 

Profit for the year 262,533 378,530 

 

Other comprehensive income: 

 

 Item that may be reclassified to profit or loss: 

Change in fair value of available-for-sale  

   investments, net of tax   (     88,201)      74,978 

Total comprehensive income for the year     174,332    453,508 
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JN FUND MANAGERS LIMITED 

 

Statement of Changes in Equity 

Year ended March 31, 2016  

 

 

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

 
   Investment 

  Share fair value Retained 

  capital reserve profits Total 

  $’000 $’000 $’000 $’000 

  (note 12) 

 

Balances at March 31, 2014  318,250   69,052 2,051,758 2,439,060 

 

Total comprehensive income  

 for the year: 

Profit for the year        -             -          378,530    378,530 

 Other comprehensive income 

  Change in fair value of  

  available-for-sale  

  investments        -          112,467        -            112,467 

Deferred taxation (note 11)        -       (  37,489)        -         (     37,489) 

Total other comprehensive income        -         74,978        -              74,978 

Total comprehensive income        -         74,978    378,530    453,508 

 

Transaction with owners  

 recorded directly in equity: 

 Dividends (note 19)        -             -       (     94,425) (     94,425) 

Balances at March 31, 2015  318,250 144,030 2,335,863 2,798,143 

 
Total comprehensive income  

 for the year: 

Profit for the year        -             -          262,533    262,533 

Other comprehensive income: 

Change in fair value of  

 available-for-sale 

 investments        -       (132,302) -         (    132,302) 

Deferred taxation (note 11)        -           44,101        -               44,101  

Total other comprehensive income        -       (   88,201)        -         (     88,201) 

Total comprehensive income        -       (   88,201)    262,533   174,332 

 

Transactions with owners  

 recorded directly in equity: 

 Dividends (note 19)        -             -       (     68,618) (    68,618) 

Balances at March 31, 2016  318,250    55,829 2,529,778 2,903,857 
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JN FUND MANAGERS LIMITED 

 

Statement of Cash Flows 

Year ended March 31, 2016 

 

 

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

 Notes 2016 2015 
  $’000 $’000 
CASH FLOWS FROM OPERATING ACTIVITIES 

 Profit for the year  262,533        378,530 

Adjustments for: 

Interest income (1,597,024) (1,636,931) 

Interest expense  883,232 981,708 

Depreciation 8 7,070 8,570 

Loss on disposal of asset held-for-sale  -        4,911 

Current tax expense 16 148,541 181,010 

Deferred tax expense 16        3,263       18,677 

 (   292,385) (     63,525) 

Interest received  1,586,288 1,592,809 

Interest paid (   885,755) (   997,710) 

Securities purchased under resale agreements 1,048,646 6,814,488 

Loans and advances 76,687 (   151,150) 

Interest and other receivables  (     52,576) (       2,736) 

Income tax recoverable 242,042 (     58,664) 

Other payables  56,754 10,220 

Securities sold under repurchase agreements 203,009 285,523 

Certificates of participation         -        (     27,195) 

 1,982,710 7,402,060 

Tax paid/deducted at source (   250,059) (     82,020) 

  Net cash provided by operating activities 1,732,651 7,320,040 
 

 

CASH FLOWS FROM INVESTING ACTIVITIES 

Investments (1,657,435) (7,293,474) 

Acquisition of property, plant and equipment 8 (       6,992) (     17,890) 

Proceeds from disposal of asset held-for-sale        -              77,719 

 Net cash used by investing activities (1,664,427) (7,233,645) 

 

CASH FLOWS FROM FINANCING ACTIVITIES 

 Ordinary dividends paid 19 (     68,618) (     94,425) 

 Due to specialised financial institution        3,024        9,386 

 Net cash used by financing activities (     65,594) (     85,039) 

 

Net increase in cash and cash equivalents 2,630 1,356 

Cash and cash equivalents at beginning of year        5,448        4,092 

CASH AND CASH EQUIVALENTS AT END OF YEAR        8,078        5,448 
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JN FUND MANAGERS LIMITED 

 

Notes to the Financial Statements 

March 31, 2016  
 

 

 

1. Identification 
 

JN Fund Managers Limited (“the company”) is a wholly-owned subsidiary of The Jamaica 

National Building Society (“the parent society”).  Both entities are incorporated in Jamaica. The 

company is domiciled in Jamaica and its principal place of business is 17 Belmont Road, 

Kingston 5. 
 

The principal activities of the company are the provision of investment services, pension 

management and administration services and credit facilities.  The company is designated as a 

primary dealer by the Bank of Jamaica, is licensed by the Financial Services Commission and is 

authorised to provide investment advice, deal in securities and provide pension administration and 

investment management services. 
 

In accordance with the new Banking Services Act and the approval for a banking licence in 

October 2015 for JNBS to convert to a commercial bank, steps are being taken to re-organise the 

JNBS Group which could lead to changes in the ownership structure of the company. 
 

 

2. Statement of compliance and basis of preparation 

 

(a) Statement of compliance: 
 

The financial statements are prepared in accordance with International Financial Reporting 

Standards (IFRS) as issued by the International Accounting Standards Board (IASB), and 

comply with the relevant provisions of the Jamaican Companies Act. 
 

Details of the company’s accounting policies, including changes during the year, are 

included in notes 22 and 23. 
 

(b) Basis of preparation: 
 

 The financial statements are prepared on the historical cost basis, except for investments 

classified as available-for-sale, which are measured at fair value.   
 

(c) Functional and presentation currency: 
 

 The financial statements are presented in Jamaica dollars, which is the functional currency 

of the company, and are expressed in thousands of dollars unless otherwise stated. 
 

(d) Use of estimates and judgements: 
 

The preparation of the financial statements, in conformity with IFRS, requires management 

to make estimates and assumptions that affect the reported amounts of, and disclosures 

relating to, assets, liabilities, contingent assets and contingent liabilities at the reporting date 

and the income and expenses for the year then ended. Actual amounts could differ from 

those estimates. 
 

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

accounting estimates are recognised in the period in which the estimate is revised, if the 

revision affects only that period, or in the period of the revision and future periods, if the 

revision affects both current and future periods. 
 

Information about significant areas of estimation uncertainty and critical judgements in 

applying accounting policies that have the most significant effect on the amounts 

recognised in the financial statements are described in note 3. 
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JN FUND MANAGERS LIMITED 

 

Notes to the Financial Statements (Continued) 

March 31, 2016  
 

 

 

3. Accounting estimates and judgements 
 

Judgements made by management in the application of IFRS that have a significant effect on the 

financial statements and estimates with a significant risk of material adjustment in the next 

financial year are discussed below: 
 

Key sources of estimation uncertainty: 
 

(i) Allowance for loan losses: 
 

In determining amounts recorded for impairment of loans in the financial statements, 

management makes judgements regarding indicators of impairment, that is, whether there 

are indicators that suggest there may be a measurable decrease in the estimated future 

cash flows from loans, for example, repayment default and adverse economic conditions. 

Management also makes estimates of the likely estimated future cash flows from 

impaired loans, as well as the timing of such cash flows. Historical loss experience is 

applied where indicators of impairment are not observable on individual significant loans 

and loan portfolios with similar characteristics, such as credit risks. 
 

(ii) Valuation of financial instruments: 
 

The company’s accounting policy on fair value measurements is discussed in accounting 

policy 23(a)(vii). 
 

When measuring the fair value of an asset or liability, the company uses market 

observation data as far as possible. Fair values are categorised into different levels in a fair 

value hierarchy based on the inputs used in the valuation techniques as follows: 
 

 Level 1 – Quoted market price (unadjusted) in an active market for identical assets or 

liabilities. 
 

 Level 2 – Valuation techniques based on observable inputs, either directly (i.e. as 

prices) or indirectly (i.e., derived from prices). This category includes instruments 

valued using: quoted market prices in active markets for similar instruments; quoted 

prices for identical or similar instruments in markets that are considered less than 

active; or other valuation techniques where all significant inputs are directly or 

indirectly observable from market data. 
 

 Level 3 – Valuation techniques using significant unobservable inputs. This category 

includes all instruments where the valuation technique includes inputs not based on 

observable data and the unobservable inputs have a significant effect on the 

instrument’s valuation. This category includes instruments that are valued based on 

quoted prices for similar instruments where significant unobservable adjustments or 

assumptions are required to reflect differences between the instruments. 
 

The company recognises transfers between levels of the fair value hierarchy at the end of 

the reporting period during which the change has occurred.  
 

Valuation techniques include net present value and discounted cash flow models, 

comparison to similar instruments for which market observable prices exist and other 

valuation models. Assumptions and inputs used in valuation techniques include risk-free 

and benchmark interest rates, credit spreads and other premia used in estimating discount 

rates. 
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JN FUND MANAGERS LIMITED 

 

Notes to the Financial Statements (Continued) 

March 31, 2016  
 

 

 

3. Accounting estimates and judgements (continued) 

 

Key sources of estimation uncertainty (continued): 

 

(ii) Valuation of financial instruments (continued): 

 

Considerable judgment is required in interpreting market data to arrive at estimates of fair 

values. Consequently, the estimates arrived at may be significantly different from the actual 

price of the instrument in an arm’s length transaction. 

 

4. Interest and other receivables 

   2016 2015 

   $’000 $’000 
 

 Interest receivable  390,242 379,506 

 Deposits on property, plant and equipment and computer  

  software (note 25)  95,204 39,490 

 Other receivables and prepayments    27,656   30,794 

  513,102 449,790 

 

 

5. Securities purchased/sold under resale/repurchase agreements 

 

At March 31, 2016, collateral held for securities purchased under resale agreements had a fair 

value of $5,992,696,000 (2015: $7,458,352,000). 

 

Securities purchased under resale agreements are due, from the reporting date, as follows: 

 

 2016 2015 

 $’000 $’000 

 

Within 3 months    3,403,258 6,570,717 

From 3 months to 1 year 2,118,813        -          

  5,522,071 6,570,717 

 

At March 31, 2016, investments that are pledged by the company as collateral for repurchase 

agreements had a carrying value of $24,200,533,000 (2015: $23,997,524,000). 

 

Securities sold under repurchase agreements are due, from the reporting date, as follows: 

 

 2016 2015 

 $’000 $’000 

 

Within 3 months   16,769,854 19,082,470 

From 3 months to 1 year  7,356,159 4,882,424 

Over 1 year         74,520        32,630 

  24,200,533 23,997,524 
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JN FUND MANAGERS LIMITED 

 

Notes to the Financial Statements (Continued) 

March 31, 2016  
 

 

 

6. Loans and advances 

 

(a) Loans, less allowance for losses, are due from the reporting date as follows: 

 

   2016 2015 

   $’000 $’000 

 

 Within 3 months 78,464   177,321 

 From 3 months to 1 year 5,194 2,424 

 From 1 year to 5 years 24,001 11,407 

 5 years and over     6,806       -        

  114,465 191,152 

 

 (b) Loans, less allowance for losses, are concentrated by industry sector as follows: 

 

     Number of 

    loans   Carrying value  

   2016 2015 2016 2015 

     $’000 $’000 

  Financial & professional services 1    3 40,000   155,401 

  Individuals 19 12 39,215 10,846 

  Manufacturing 2 1 12,454 9,386 

  Real estate 1 1 9,532 49 

  Distribution   2   2   13,264   15,470 

   25 19 114,465 191,152 

 

 (c) As at the reporting date, none of the company’s loans was either past due or impaired. No 

allowance for doubtful loans was required. 

 

 (d) No loan was renegotiated during the year. 

 

 

7. Investments 

  2016 2015 

 $’000 $’000 

 Available-for-sale: 

 Bank of Jamaica: 

 J$ Certificates of deposit 4,884            8,507 

 US$ Certificates of deposit 5,755,951 4,586,469 

Government of Jamaica securities: 

 J$ Benchmark investment notes 7,966,771 8,297,185 

 J$ Treasury bills 9,166 1,030 

 US$ Global bonds 4,855,182 4,316,195 

 US$ Promissory notes 1,649,359     1,449,760 

 Government of Jamaica-guaranteed corporate bonds      884,588      941,622 

  21,125,901 19,600,768 
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JN FUND MANAGERS LIMITED 

 

Notes to the Financial Statements (Continued) 

March 31, 2016  
 

 

 

7. Investments (continued) 
 

Investments are due from the reporting date as follows: 
 

  2016 2015 

 $’000 $’000 
 

Within 3 months   5,062           8,507 

From 3 months to 1 year  232,551 408,481 

From 1 year to 5 years  9,533,097 7,438,142 

5 years and over 11,355,191 11,745,638 

  21,125,901 19,600,768 

 

8. Property, plant and equipment 
 

 Furniture Office  Motor Leasehold 

 and fixtures  equipment  vehicles improvements Total 

 $’000 $’000 $’000 $’000 $’000 
 

 Cost: 

 March 31, 2014 16,782 53,832   7,750 2,679 81,043 

Additions      570   7,546   7,697 2,077   17,890 

March 31, 2015 17,352 61,378 15,447 4,756   98,933 

 Additions        30   2,462   4,500     -         6,992 

March 31, 2016 17,382 63,840 19,947 4,756 105,925 
 

Depreciation: 

March 31, 2014 15,012 49,344   6,233 2,679 73,268 

Charge for the year   1,002   3,202   3,564    802     8,570 

March 31, 2015 16,014 52,546   9,797 3,481   81,838 

Charge for the year      449   3,427   1,919 1,275     7,070 

March 31, 2016 16,463 55,973 11,716 4,756   88,908 

Net book values: 

March 31, 2016 $     919   7,867   8,231     -     17,017 

March 31, 2015 $  1,338   8,832   5,650 1,275 17,095 

March 31, 2014 $  1,770   4,488   1,517     -       7,775 
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JN FUND MANAGERS LIMITED 

 

Notes to the Financial Statements (Continued) 

March 31, 2016  
 

 

 

9. Due to specialised financial institution 
 

   2016 2015 

   $’000 $’000 
 

Development Bank of Jamaica [see note (i)] 7,410 9,386  

Development Bank of Jamaica [see note (ii)]   5,000     -      

   12,410 9,386 

 

Both loans were granted based on requests for on-lending and are secured by duly executed 

promissory notes by the company. 

 

(i) This loan commenced on January 22, 2015 and is payable in monthly principal 

installments of $164,667.  Interest is payable at 7% per annum. At March 31, 2016, 

amount due within one year amounted to $1,976,000 (2015: $1,976,000). 
 

(ii) This loan commenced on May 4, 2015 and is payable in monthly principal installments of 

$100,000.  Interest is payable at 5.5% per annum. At March 31, 2016, amount due within 

one year amounted to $1,200,000. 

 

 

10. Other payables  

   2016 2015 

   $’000 $’000 
 

 Interest payable 142,368 144,891 

 Other payables    75,395   18,641 

   217,763 163,532 

 

 

11. Deferred tax liability 

 

 Deferred tax liability is attributable to the following:  

   2016 2015 

   $’000 $’000 
 

 Property, plant and equipment (    4,531) (    3,374) 

 Interest receivable 130,081 126,502 

 Interest and other payables (  47,456) (  48,297) 

 Investments   27,915   72,016 

  106,009 146,847 
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JN FUND MANAGERS LIMITED 

 

Notes to the Financial Statements (Continued) 

March 31, 2016  
 

 

 

11. Deferred tax liability (continued) 

 

 Movements in net temporary differences during the year are as follows: 

 

   2016  

   Recognised 

  Balance at in other  

  beginning Recognised comprehensive Balance at 

   of year   in income   income  end of year 

   $’000 $’000 $’000 $’000 

    (note 16) 
 

 Property, plant and equipment (    3,374) (  1,157)     -     (    4,531) 

 Interest receivable 126,502 3,579     -     130,081 

Interest and other payables (  48,297) 841     -     (  47,456) 

Investments   72,016     -     (44,101)   27,915 

  146,847 3,263 (44,101) 106,009 

 

   2015  

   Recognised 

  Balance at in other  

  beginning Recognised comprehensive Balance at 

   of year   in income   income  end of year 

   $’000 $’000 $’000 $’000 

    (note 16) 
 

 

 Property, plant and equipment (    2,008) (  1,366)      -      (    3,374) 

 Interest receivable 111,794 14,708      -      126,502 

Interest and other payables (  53,632) 5,335      -      (  48,297) 

Investments   34,527      -      37,489   72,016 

    90,681 18,677 37,489 146,847 

 

 

12. Share capital 

    2016 2015 

    $’000 $’000 

 Authorised shares: 

 400,000,000 ordinary shares of no par value 

 

 Stated capital, issued and fully paid: 

 318,250,000 ordinary shares  

  of no par value 318,250 318,250 
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JN FUND MANAGERS LIMITED 

 

Notes to the Financial Statements (Continued) 

March 31, 2016  
 

 

 

 

13. Income 

 

(a) Interest income: 

 

 This represents interest from securities, loans and deposits with financial institutions. 

 

 (b) Fee income: 

 

This represents commissions and fees that are charged to customers relating to loan 

commitments, bid bonds, performance bonds, letters of undertaking and loan servicing 

activities, investment management-related fees, including fees for pension administration 

services, brokerage services and custody and trust services. 

 

 

14. Expenses by nature  

 

(a) Employees’ compensation and benefits 

    2016 2015 

 $’000 $’000 
 

 Salaries and wages   143,211 116,462 

 Statutory payroll contributions 16,445 13,545 

 Pension contributions (note 18) 5,662 4,680 

 Other staff costs     36,940   30,362 

     202,258 165,049 

 

(b) Other expenses  

 

  2016 2015 

 $’000 $’000 
 

Asset tax  56,206 59,586 

Audit and accounting fees                   4,690 4,727 

Loss on disposal of asset held-for-sale -      4,911 

Legal and professional fees 19,882 12,902 

Utilities 7,184 7,315 

Marketing and promotion  23,152 15,208 

Contributions – Jamaica National Building Society Foundation 13,249 6,315 

Director’s fees and other expenses 10,881 7,652 

Motor vehicle and travel expenses 3,991 2,226 

Printing, postage and stationery 4,814 4,915 

Rent   8,096 7,692 

Repairs and maintenance  4,471 4,846 

Licence fees   19,958 17,781 

Irrecoverable general consumption tax 10,686 10,662 

Bank and brokerage charges 8,965 8,293 

Donations and subscriptions 384 518 

Other expenses     2,445     1,614 

     199,054 177,163 
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JN FUND MANAGERS LIMITED 

 

Notes to the Financial Statements (Continued) 

March 31, 2016  
 

 

 

15. Profit before taxation 

 

 The following are the items charged in arriving at profit before taxation: 

    2016 2015 

 $’000 $’000 
 

 Depreciation   7,070   8,570 

 Directors' emoluments 

  - fees  7,833 7,500 

 Auditors' remuneration   4,163   3,965 
 

 

 

16. Taxation 

  

(a) The charge for income tax is computed at 33⅓% of the results for the year as adjusted for 

taxation purposes, and comprises: 

   2016 2015 

   $’000 $’000 
 

Current income tax expense: 

 Current year charge   148,449   176,396 

 Prior year’s under provision           92     4,614 

   148,541 181,010 

Deferred income tax: 

 Origination and reversal of temporary 

 differences (note 11)     3,263   18,677 

    151,804 199,687 

 

(b) Reconciliation of actual tax expense: 

 

The effective tax rate for 2016 was 36.64% (2015: 34.53%) compared to the statutory tax 

rate of 33⅓%. The actual expense differs from the “expected” tax expense for the year as 

follows: 

    2016 2015 

    $’000 $’000 
 

  Profit before taxation 414,337   578,217 
   

  Computed "expected" tax expense at 33⅓% 138,112 192,739 

  Tax effect of differences between profit for the 

   financial statements and tax  

   reporting purposes:  

  Depreciation charge and capital allowances (       318) 60 

    Foreign exchange differences and other  

  adjustments (  21,307) (  15,681) 

   Disallowed expenses 3,345   5,272 

   Asset tax disallowed 18,735 19,862 

   Prior year’s under provision          92     4,614 

   Amortisation of (premium)/discount on bonds   13,145 (    7,179) 

 Actual tax expense 151,804 199,687 
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JN FUND MANAGERS LIMITED 

 

Notes to the Financial Statements (Continued) 

March 31, 2016  
 

 

 

17. Related party balances and transactions 

 

 (a) Identity of related parties: 

 

  The company has a related party relationship with its parent society, fellow subsidiaries, 

key management personnel including directors, associated companies, Jamaica National 

Building Society Foundation and the pension scheme operated for the employees of the 

parent society and its subsidiaries, and with the directors and key management personnel of 

the related entities. 

 

(b) The statement of financial position includes balances, arising in the ordinary course of 

business, with related parties as follows:  
 

    2016 2015 

    $’000 $’000 

Cash and cash equivalents  

 Parent society  675        418 

Securities sold under repurchase agreements: 

 Parent society 219,060 100,000 

 Fellow subsidiaries 1,024,977 863,314 

 JNBS Group pension scheme 624,428 622,095 

 Directors 181,688 215,526 

 Other related parties 275,266 224,858 

Loan and advances: 

 Fellow subsidiary 40,000 150,000 

Other related party  7,410 9,386 

Other payables: 

  Parent society 122 67 

 Fellow subsidiaries 3,621 2,084 

 JNBS Group pension scheme 4,448 3,754 

 Directors 585 5,460 

 Other related parties        3,220     1,264 
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JN FUND MANAGERS LIMITED 

 

Notes to the Financial Statements (Continued) 

March 31, 2016  
 

 

 

17. Related party balances and transactions (continued) 
 

(c) The statement of profit or loss and other comprehensive income includes income earned 

from, and expenses incurred in, transactions with related parties in the ordinary course of 

business, as follows: 
 

    2016 2015 

    $’000 $’000 

Income: 

Interest income: 

- Fellow subsidiary 7,046    5,087 

- Director  11 266 

 - Other related party 7,195 171 

Pension scheme administration fee 

 -  JNBS Group pension scheme 12,601 10,840 

 -  JN Individual Retirement Scheme 709 -      

Pension scheme management fee 

 -  JNBS Group pension scheme 15,849 11,184 

Expenses: 

Interest expense 

 - JNBS Group pension scheme 32,063 32,566 

 - Fellow subsidiaries 48,619 51,181 

 - Other related parties 9,963 5,582 

 - Parent society 282 19,432 

 - Directors  7,995   9,425 

Rental expense  

 - Parent society 7,153 6,881 

  Management fees  

- Parent society 11,825 11,825 

  - Other related party 360      300 

  Contributions 

- Jamaica National Building Society Foundation 13,249   6,315 

 

 (d) Key management personnel compensation, comprising short-term employee benefits 

included in staff costs, amounts to $26,380,000 (2015: $23,005,000). 

 

 

18. Pension scheme 

 

The company participates in a group defined-contribution pension scheme operated by the parent 

society.  Contributions to the scheme, made on the basis provided for in the rules, are recognised 

as an expense when due. 

 

The company contributes at the rate of 5% of pensionable salaries.  Employees contribute at a 

mandatory rate of 5%, but may make additional contributions not exceeding a further 10%. 

Contributions to the plan for the year amounted to $5,662,000 (2015: $4,680,000) [see note 

14(a)]. 
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JN FUND MANAGERS LIMITED 

 

Notes to the Financial Statements (Continued) 

March 31, 2016  
 

 

 

19. Dividends 

 

   2016 2015 

   $’000 $’000 

Interim dividends paid to ordinary shareholders: 

 In respect of 2015 ($0.30 per share)     -          94,425 

 In respect of 2016 ($0.22 per share) 68,618       -      

 68,618 94,425 

 

At the Board of Directors’ meetings held on November 18, 2015 and March 30, 2016 (2015: 

October 15, 2014 and March 30, 2015), the directors declared total interim dividends of $0.22 

(2015: $0.30) per share, respectively. 

 

 

20. Financial risk management 

 

(a) Overview: 

 

The company has exposure to the following risks from its operations and the use of 

financial instruments: 

 

 Credit risk  

 Liquidity risk 

 Market risk 

 Operational risk 

 

 This note presents information about the company’s exposure to each of the above risks, 

the company’s objectives, policies and processes for measuring and managing risks and the 

company’s management of capital. 

 

The company has a risk management framework that seeks to balance strong corporate 

oversight with well-defined independent risk management functions within the business. 

The company also has appropriate documented strategies, policies and processes, and 

authority is delegated throughout the organization.  

 

The Board of Directors has overall responsibility for the establishment and oversight of the 

company’s risk management framework. It also has responsibility for capital management 

and to ensure prudential operations and regulatory compliance. The Board of Directors 

manages and reviews major risk exposures and concentrations across the organisation in 

accordance with best practices and regulatory requirements.  

 

The risk management policies and procedures are established by the parent society’s Risk 

Management Unit to identify, assess and measure the risks faced by the company, to set 

appropriate risk limits and controls, and to monitor risks and adherence to limits set.  The 

focus of financial risk management for the company is ensuring that the company has 

adequate economic capital and that the use of, and proceeds from, its financial assets are 

sufficient to fund the obligations arising from its contractual liabilities. The goal of the 

investment management process is to, within the policy guidelines, optimise the after-tax 

investment income and total return by investing in a diversified portfolio of securities, 

whilst ensuring that the assets and liabilities are managed on a cash flow and duration basis. 
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JN FUND MANAGERS LIMITED 

 

Notes to the Financial Statements (Continued) 

March 31, 2016  
 

 

 

20. Financial risk management (continued) 

 

(a) Overview (continued): 

 

A key aspect of the management of the company’s financial risk is matching the timing of 

cash flows from assets and liabilities. The company actively manages its investments using 

an approach that balances quality, diversification, liquidity and return. The portfolio is 

reviewed on a periodic basis, as are investment guidelines and limits, with the objective of 

ensuring that the company can meet its obligations without undue cost and in accordance 

with the company’s internal and regulatory capital requirements. 

 

The parent society’s Audit Committee is responsible for monitoring compliance with the 

company’s risk management policies and procedures. The Audit Committee is assisted by 

the Group Internal Audit Department which undertakes cyclical reviews of risk 

management controls and procedures, the results of which are reported to the heads of the 

Compliance Department, the Risk Management Unit, the Audit Committee and the Board 

of Directors. 

 

(b) Credit risk: 

 
Credit risk is the risk of financial loss to the company, if a customer or counterparty to a 

financial instrument fails to meet its contractual obligations. The risk arises principally 

from the company’s loans and advances to customers and investment securities. 

 
The company manages credit risk associated with loans by evaluating borrowers’ ability to 

repay loans, ensuring that: 

 

(i) all loans are properly collaterised and the securities are insured, where applicable; 

(ii) loans are not concentrated in one individual, company or group; and 

(iii) strong underwriting and credit administration systems are in place. 

 
Counterparty credit risk 

 

With the exception of Government of Jamaica securities, there is no significant 

concentration of credit risk related to liquid funds and debt securities. Further, locally 

issued Government of Jamaica notes are held with the Central Securities Depository (CSD), 

while global bonds issued by the Government of Jamaica and other investment assets are 

held with financial institutions which management regards as reputable and financially 

sound. These entities are regularly reviewed and risk rated by the parent society’s Risk 

Management Unit. 

 

Exposure to credit risk 

 

Credit risk exposure is the amount of loss that the company would suffer if all 

counterparties to which the company is exposed were to default at once. This is represented 

substantially by the carrying amount of financial assets shown on the statement of financial 

position, without taking account of the value of any collateral held. 
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20. Financial risk management (continued) 

 

(b) Credit risk (continued): 

 

Credits to customers 

 

Credit facilities to customers include loans and guarantees. The management of credit risk 

in respect of credits to customers is executed by a credit committee which evaluates the 

decision for each advance and formally approves those commitments. The Board of 

Directors has the responsibility for the oversight of the company’s credit risk and the 

development of credit policies. There is a documented credit policy in place, which guides 

the company’s credit process. 

 

Impaired credits to customers 

 

Impaired credits to customers are credits for which the company determines that it is 

probable that it will be unable to collect all principal and interest due according to the 

contractual terms of the credit.  

 

Past due but unimpaired credits to customers 

 

These are credits where contractual interest or principal payments are past due but they are 

not considered impaired based on the quality and value of security available or the stage of 

collection of amounts owed to the company.  

 

Allowances for impairment 

 

The company establishes an allowance for impairment losses that represents its estimate of 

incurred losses on loans and guarantees. 

 

Write-off policy 

 

The company writes off credits to customers (and any related allowances for impairment 

losses) when it determines that the balances are uncollectible.  This determination is usually 

made after considering information such as changes in the customer’s financial position, or 

that proceeds from collateral will not be sufficient to pay back the entire exposure. Credits 

to customers for write-off are submitted to the Board of Directors for approval. 

 

Investment securities and resale agreements 

 

The company limits its exposure to credit risk by investing only with counterparties that 

have high credit ratings and in Government of Jamaica securities. Therefore, management 

does not expect any counterparty to fail to meet its obligations. 

 

The company has documented investment policies in place, which guide in managing credit 

risk on investment securities and resale agreements. The company’s exposure and the credit 

ratings of its counterparties are continually monitored and the aggregate value of 

transactions concluded is spread amongst approved counterparties based on their credit 

ratings and limits set. 
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20. Financial risk management (continued) 

 

(b) Credit risk (continued): 

 

Concentration of credit risk 

 

The company has significant concentration of credit risk in respect of securities issued by 

the Government of Jamaica. 

 

Collateral and other credit enhancements held against financial assets 
 

The company holds collateral against credits to borrowers primarily in the form of tangible 

assets and personal or corporate guarantees. Estimates of fair values are based on value of 

collateral assessed at the time of borrowing and are generally not updated except when 

credits to borrowers are individually assessed as impaired.  

 

Collateral generally is not held for balances with banks or brokers/dealers, except when 

securities are held under resale agreements. Collateral is generally not held against 

investment securities. 

 

The nature and fair value of collateral held against loans to borrowers and others is shown 

below: 

 

     2016 2015 

     $’000 $’000 

For amounts neither past due nor  

   impaired: 

 First floating charge over assets and undertakings   168,821 217,500 

 Liens on motor vehicles     26,200 18,300 

 Investments       45,501   72,714 

     Total    240,522 308,514 

 

There are no past due loans being carried by the company. 

 

There was no change in the nature of exposure to credit risk to which the company is 

subjected or its approach to measuring and managing the risk during the year. 

 

(c) Liquidity risk: 

 

Liquidity risk is the potential for loss to the company arising from either its inability to 

meet its obligations or to fund increases in assets as they fall due without incurring 

unacceptable costs or losses. Liquidity risk is broken down into two primary categories: 

 

(i) Funding liquidity risk - the risk that the company will not be able to meet the 

expected and unexpected current and future cash flows and collateral needs without 

affecting either its daily operations or its financial condition; and 

 

(ii) Asset/Market liquidity risk – the risk that the company will be unable to liquidate 

assets in an orderly fashion, resulting in losses on liquidation. This usually stems 

from illiquid markets or market disruptions.  
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20. Financial risk management (continued) 

 

(c) Liquidity risk (continued): 

 

An analysis of the undiscounted cash flows of the company’s financial liabilities, including 

interest payments, on the basis of their earliest possible contractual maturity, is presented 

below by estimating the timing of the amounts recognised in the statement of financial 

position.  The company does not expect that its counterparties will demand the payment of 

funds at the earliest date possible. 

 
   2016   

  Total Total    

   carrying contractual Less than 3 to 12 Over  

   amount cash flows 3 months months 1 year 

    $’000 $’000 $’000 $’000 $’000 
 

 Other payables  217,763 217,763 217,763 -        -       

Securities sold under  

 repurchase agreements  24,200,533 24,508,042 16,977,846 7,454,760 75,436 

Due to specialised financial institution  12,410 13,992 988 2,890 10,114 

 Guarantees and  

 indemnities           1,368          1,368          1,368         -             -         

 Total liabilities  24,432,074 24,741,165 17,197,965 7,457,650   85,550 

 
   2015  

  Total Total  

   carrying contractual Less than 3 to 12 Over  

   amount cash flows 3 months months 1 year 

    $’000 $’000 $’000 $’000 $’000 
 

 Other payables  163,532 163,532 163,532      -        -       

Securities sold under  

 repurchase agreements  23,997,524 24,174,956 19,182,035 4,959,770 33,151 

Due to specialised financial institution  9,386 10,975 655 1,916 8,404 

 Guarantees and  

 indemnities          1,368          1,368          1,368        -             -       

 Total liabilities  24,171,810 24,350,831 19,347,590 4,961,686 41,555 

 

There was no change in the nature of exposure to liquidity risk which the company is 

subjected to or its approach to measuring and managing the risk during the year. 

 

(d) Market risk: 

 

Market risk is the risk that changes in market prices, such as interest rates and foreign 

exchange rates will affect the value of the company’s assets, the amount of its liabilities 

and/or the company’s income. Market risk arises in the company due to fluctuations in the 

value of liabilities and the value of investments held.  The company is exposed to market 

risk on all its financial assets. 

 

The objective of market risk management is to manage and control market risk exposures 

within acceptable parameters while optimising the return. Market risk exposures are 

measured using sensitivity analysis.   
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20. Financial risk management (continued) 

 

(d) Market risk (continued): 

 

Management of market risk 

 

For each of the major components of market risk, the parent society has policies and 

procedures in place which detail how each risk should be monitored and managed. The 

management of each of these major components of risk and the exposure of the company at 

the reporting date are addressed below.  

 

There was no change in the nature of exposure to market risk to which the company is 

subjected or its approach to measuring and managing the risk during the year. 

 

(i) Foreign currency risk: 

 

Foreign currency risk is the risk that the fair value of a financial instrument will 

fluctuate due to changes in foreign exchange rates. 

 

The company is exposed to foreign currency risk on transactions that are 

denominated in currencies other than the Jamaica dollar.  The main currency giving 

rise to this risk is the United States dollar.   

 

The company ensures that the net exposure is kept to an acceptable level by daily 

monitoring its cost of funds against market price so as to ensure that a consistent 

positive spread is maintained between the buying and selling price of the traded 

currencies. Foreign currency liabilities are backed by foreign currency assets 

resulting in an overall strong net assets or long foreign currency positions at all times. 
 

Net foreign currency assets/(liabilities) were as follows:  
 

  Balances   Exchange rates  

  2016 2015 2016 2015 

  $’000 $’000 
 

United States dollars (US$) 13,430 11,770 121.70 114.49 
Pound Sterling (£) (         7) (         7) 172.73 168.35 

 

Sensitivity analysis: 
 

A strengthening/weakening of the Jamaica dollar against the respective foreign 

currencies at year-end by the percentages shown would have (decreased)/increased 

profit for the year by the amounts shown below.  The analysis assumes that all other 

variables, in particular, interest rates, remain constant.  The analysis was performed 

on the same basis as that for 2015. 

 
   2016   2015   
  1%  6% 1%  10% 

  strengthening weakening strengthening weakening 

   J$’000 J$’000 J$’000 J$’000  

 United States dollars (16,345) 98,069 (13,475) 134,752  

 Pound Sterling (£)        11 (       69)      11 (     111)  
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20. Financial risk management (continued) 

 

(d) Market risk (continued): 

 

(ii) Interest rate risk: 

 

Interest rate risk is the risk that the value of a financial instrument will fluctuate due 

to changes in market interest rates.  The company manages this risk by regularly re-

evaluating the yield, duration and modified duration on given financial instruments. 

 

The following table summarises the carrying amounts of recognised assets and 

liabilities to arrive at the company’s interest rate gap based on the earlier of 

contractual repricing and maturity dates.  There were no off-balance sheet financial 

instruments giving rise to interest rate risk. 

 
   2016  

    Weighted 

  Within Three to Over Non-rate Average 

  3 months 12 months 1 year sensitive Total interest rate 

   $’000 $’000  $’000 $’000 $’000 % 

 Assets: 

 Cash and cash equivalents           -                  -                  -        8,078 8,078 -      

 Interest and other receivables           -                  -                  -        513,102 513,102 -     

 Securities purchased 

    under resale agreements 3,403,258 2,118,813           -        -       5,522,071 3.71 

 Loans and advances 78,464 5,194 30,807 -       114,465 8.98 

 Investments 6,593,178 232,551 14,300,172 -       21,125,901 6.57  

 Customer liabilities under 

 guarantees and indemnities, 

  as per contra           -                  -                  -               1,368          1,368 

 Total financial assets 10,074,900   2,356,558 14,330,979    522,548 27,284,985 
 

 Liabilities: 

 Other payables           -                  -                  -        217,763 217,763  

 Securities sold under  

  repurchase agreements 16,769,854 7,356,159 74,520 -       24,200,533 3.53 

 Due to specialised financial  

     institution 794 2,382 9,234 -       12,410 6.53 

 Guarantees and indemnities,  

  as per contra           -                  -                 -               1,368          1,368   

 Total financial liabilities 16,770,648   7,358,541       83,754    219,131 24,432,074 

 On-balance sheet gap and total  

    interest rate sensitivity  

      gap (  6,695,748) (  5,001,983) 14,247,225    303,417   2,852,911 

  Cumulative gap (  6,695,748) (11,697,731)   2,549,494 2,852,911           -         
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20. Financial risk management (continued) 

 

(d) Market risk (continued): 

 

(ii) Interest rate risk (continued): 

  
   2015  

    Weighted 

  Within Three to Over Non-rate Average 

  3 months 12 months 1 year sensitive Total interest rate 

   $’000 $’000  $’000 $’000 $’000 % 

 Assets: 

 Cash and cash equivalents      -             -             -        5,448 5,448      -        

 Interest and other receivables      -             -             -        449,790 449,790      -         

 Securities purchased 

    under resale agreements 6,570,717      -             -             -        6,570,717 4.45 

 Loans and advances 177,321 2,424 11,407      -        191,152 9.44 

 Investments 6,802,873 408,480 12,389,415      -        19,600,768 7.28 

 Customer liabilities under 

 guarantees and indemnities, 

  as per contra        -             -                -              1,368          1,368 

 Total financial assets 13,550,911 410,904 12,400,822 456,606 26,819,243 
 

 Liabilities: 

 Other payables      -             -             -        163,532 163,532 

 Securities sold under  

  repurchase agreements 19,082,470 4,882,424 32,630      -        23,997,524 4.02 

 Due to specialised financial  

     institution 494 1,482 7,410      -        9,386 7.50 

 Guarantees and indemnities,  

  as per contra          -               -                  -            1,368          1,368 

 Total financial liabilities 19,082,964 4,883,906        40,040 164,900 24,171,810 

 On-balance sheet gap and total  

    interest rate sensitivity  

      gap (5,532,053) (  4,473,002) 12,360,782    291,706   2,647,433 

  Cumulative gap (5,532,053) (10,005,055)   2,355,727 2,647,433           -         

 

Sensitivity to interest rate movements: 

The sensitivity of the financial assets and liabilities to interest rate risk is 

monitored using the following scenarios: 

 

 

Increase in 

 interest rate 

Decrease in 

interest rate 

J$ denominated instruments 100 basis points 100 basis points 

US$ denominated instruments 100 basis points 50 basis points 

 

Fair value sensitivity analysis for fixed rate instruments:   

 

An increase/decrease, using the above scenarios, would adjust reserves or loss by 

the amounts shown below. This analysis assumes that all other variables, in 

particular foreign currency rates, remain constant.  
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20. Financial risk management (continued) 
 

(d) Market risk (continued): 

 

(ii) Interest rate risk (continued): 

   

  Sensitivity to interest rate movements (continued): 

 

 Fair value sensitivity analysis for fixed rate instruments (continued): 

 

   2016   2015  

  Increase  Decrease Increase Decrease 

    $’000 $’000   $’000   $’000 

Other comprehensive income (471,958) 269,361 (845,421) 243,666 

 

Cash flow sensitivity analysis for variable rate instruments: 

 

An increase/decrease using the above scenarios would adjust retained earnings and 

profit or loss by the amounts shown below. This analysis assumes that all other 

variables, in particular foreign currency rates, remain constant.  

 

  Effect on surplus  

   Increase Decrease 

   $’000 $’000 

March 31, 2016 

 Variable rate instruments     65,894 (65,894) 

 

March 31, 2015 

 Variable rate instruments   170,047 (68,019) 

 

(iii) Equity price risk  

 

 The company has no exposure to equity price risk. 

 

(e) Operational risk: 

 

The risk of direct or indirect loss arising from a wide variety of causes associated with the 

company’s processes, personnel, technology and infrastructure, and from external factors 

other than credit, market and liquidity risks such as those arising from legal and regulatory 

requirements, natural and man-made disasters as well as generally accepted standards of 

corporate behaviour.  

 

The company’s objective is to manage operational risk to achieve the optimal balance 

between the company’s financial viability and its performance against the requirements of 

an effective operational risk management framework. 

 

The primary responsibility for the development and implementation of controls to address 

operational risk is assigned to the parent society’s Risk Management Unit centrally and in 

daily operations through the senior management team. This responsibility is supported by 

the development of overall company standards for the management of operational risk in 

the following areas: 
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20. Financial risk management (continued) 

 

(e) Operational risk (continued): 
 

  risk policies/guidelines for assisting management to understand  the ways in which 

risks can be measured, managed, identified and controlled; 

 requirements for appropriate segregation of duties, including the independent 

authorisation of transactions; 

 requirements for the reconciliation and monitoring of transactions; 

 compliance with regulatory and other legal requirements; 

 documentation of controls and procedures; 

 requirement for the periodic assessment of operational risks faced, and the adequacy 

of controls and procedures to address the risks identified; 

 requirements for the reporting of operational losses and proposed remedial actions; 

 development of business continuity programmes including contingency plans, testing 

and training;  

 training and professional development; 

 ethical and business standards; and 

 risk mitigation, including insurance where this is effective. 

 

The parent society’s Risk Management Unit conducts frequent operational risk reviews of 

business lines in keeping with established policies and is supported with independent 

reviews undertaken by the Group Internal Audit and Group Compliance. The results of all 

operational risk reviews are discussed with senior management and the recommendations 

and required actions agreed. Summaries of the operational risk reviews are submitted to the 

Group’s Audit Committee and to the Board of Directors. 

 

(f) Capital management: 

 

Regulatory capital:  

 

Capital risk is the risk that the company fails to comply with mandated regulatory 

requirements, resulting in a breach of capital adequacy ratios and the possible suspension or 

loss of its licence.   

 

The company’s main regulator is the Financial Services Commission (FSC), which 

monitors adequacy against the capital requirements. 

 

The company’s objectives when managing capital, which is a broader concept than the 

‘equity’ on the statement of financial position, are:  

 

 To comply with the capital requirements set by the regulators; 

 To safeguard the company’s ability to continue as a going concern so that it can 

continue to provide returns for shareholders and benefits for other stakeholders; and  

 To maintain a strong capital base to support the development of its business.  
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20. Financial risk management (continued) 
 

(f) Capital management (continued): 
 

 Regulatory capital (continued):  
 

 The company’s regulatory capital position as at reporting date was as follows: 
 

  2016 2015 

  $’000 $’000 

Tier 1 capital: 

Ordinary share capital 318,250     318,250 

Retained earnings 2,529,778 2,335,863 

  Total Tier 1 capital 2,848,028 2,654,113 

Tier 2 capital: 

Investment fair value reserve      55,829    144,030 

 Total qualifying capital 2,903,857 2,798,143 

 

  2016 2015 

   $’000 $’000 

 Risk weighted assets: 

 Deposits & other amounts due from local banks 1,552           1,026 

 J$ & US$ investments & resale agreements  17,360,367 15,583,126 

  Property, plant and equipment 17,017 17,095 

  Other assets 346,533 518,382 

  Foreign exchange exposure (long position)   1,091,954      760,099 

   18,817,423 16,879,728 
 

FSC Benchmark 2016 2015 
 

Capital ratios: 

Total regulatory qualifying capital expressed 

 as a percentage of total risk weighted assets Minimum 10%         15.43% 16.58% 
 

Total Tier 1 capital expressed as a percentage 

 of total qualifying capital Greater than 50%          98.08% 94.85% 
 

The company is compliant with externally imposed capital requirements.  
 

 

21. Fair value of financial instruments 
 

 The fair values of financial assets that are traded in an active market are based on quoted market 

prices. For all other financial assets, the company determines fair value using other valuation 

techniques as detailed in note 23(a)(vii). 
 

The fair value of cash and cash equivalents, other receivables, securities purchased/sold under 

resale/repurchase agreements and other payables are considered to approximate their carrying values 

due to their relatively short-term nature. 
 

The fair value of loans and advances approximates their carrying values because these bear interest 

rates that approximate market rates. 
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21. Fair value of financial instruments (continued) 

 
(a) Accounting classifications and fair values: 

 

The following table shows the carrying amount and fair value of financial assets and 

liabilities, including their levels in the fair value hierarchy.  The carrying amount of financial 

assets and liabilities is a reasonable approximation of fair value. 
  

  2016  

  Carrying amount   Fair value  

   Other 

  Loans and Available- financial      
  receivables for-sale liabilities Total Level 2 Total 

  $'000 $'000 $'000 $'000 $'000 $'000 
 

Financial assets measured at fair  

   value: 

 

 Investments         -        21,125,901           -        21,125,901 21,125,901 21,125,901 

          -        21,125,901           -        21,125,901 21,125,901 21,125,901 

 

  

Financial assets not measured at  

   fair value: 

 Cash and cash equivalents  8,078           -                  -        8,078 

 Interest and other receivables  513,102           -                  -        513,102 
 Securities purchased under  

    resale agreements  5,522,071           -                  -        5,522,071 

 Loans and advances  114,465           -                  -        114,465 

 Customer liabilities under guarantees 

    and indemnities, as per contra         1,368           -                  -                 1,368 

    6,159,084           -                  -          6,159,084 
 

Financial liabilities not measured at  

   fair value:  

 Other payables          -                  -        217,763 217,763 

 Securities sold under repurchase 

    agreements         -                  -        24,200,533 24,200,533 
 Due to specialised financial institution       -                  -        12,410 12,410 

 Guarantees and indemnities,  

    as per contra          -                  -                 1,368          1,368 

          -                  -        24,432,074 24,432,074 
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21. Fair value of financial instruments (continued) 

 
(a) Accounting classifications and fair values (continued): 

 
  2015  

  Carrying amount   Fair value  

   Other 

  Loans and Available- financial  

  receivables for-sale liabilities Total Level 2 Total 
  $'000 $'000 $'000 $'000 $'000 $'000 
 

Financial assets measured at fair  

   value: 

 Investments        -        19,600,768        -        19,600,768 19,600,768 19,600,768 

         -        19,600,768        -        19,600,768 19,600,768 19,600,768 

 

Financial assets not measured at fair  

   value: 

 Cash and cash equivalents  5,448        -               -        5,448 

 Interest and other receivables  449,790        -               -        449,790 

 Securities purchased 
   under resale agreements  6,570,717        -               -        6,570,717 

 Loans and advances  191,152        -               -        191,152 

 Customer liabilities under guarantees 
    and indemnities, as per contra         1,368        -               -                 1,368 

    7,218,475        -               -          7,218,475 
 

Financial liabilities not measured at  

   fair value:  

 Other payables         -               -        163,532 163,532 

 Securities sold under repurchase 

    agreements         -               -        23,997,524 23,997,524 

 Due to specialised financial institution        -               -        9,386 9,386 
 Guarantees and indemnities, 

   as per contra         -               -                  1,368          1,368 

           -               -         24,171,810 24,171,810 

 
 

(b) Valuation techniques for investment securities classified as Level 2: 

 

The following table shows the valuation techniques used in measuring the fair value of 

investment securities. 

 

Type Valuation techniques 

US$ denominated GOJ securities  Obtain bid price provided by a recognized 

broker/dealer, namely, Oppenheimer. 

 Apply price to estimate fair value 

J$ denominated securities issued or 

guaranteed by GOJ 
 Obtain bid price provided by a recognized 

pricing source (which uses Jamaica-market-

supplied indicative bids) 

 Apply price to estimate fair value 
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22. Changes in accounting policies  

 

Except for the changes below, the company has consistently applied the accounting polices set 

out in note 23 to all periods presented in these financial statements. 

 

The details, nature and effects of the change are as follows:  

 

 Improvements to IFRS 2010-2012 and 2011-2013 cycles contain amendments to certain 

standards and interpretations and are effective for accounting periods beginning on or 

after July 1, 2014. The main amendments applicable to the company are as follows: 

 

 IAS 24, Related Party Disclosures has been amended to extend the definition of 

‘related party’ to include a management entity that provides key management 

personnel services to the reporting entity, either directly or through a group entity.  

For related party transactions that arise when key management personnel services 

are provided to a reporting entity, the reporting entity is required to separately 

disclose the amounts that it has recognized as an expense for those services that are 

provided by a management entity; however, it is not required to ‘look through’ the 

management entity and disclose compensation paid by the management entity to the 

individuals providing the key management personnel services. 

 IFRS 13, Fair Value Measurement is amended to clarify that issuing of the standard 

and consequential amendments to IAS 39 and IFRS 9 did not intend to prevent 

entities from measuring short-term receivables and payables that have no stated 

interest rate at their invoiced amounts without discounting, if the effect of not 

discounting is immaterial. 

 

The adoption of these amendments did not result in any changes to the presentation and 

disclosures in the financial statements. 

 

 
23. Significant accounting policies  

 

The company has consistently applied the following accounting policies to all periods 

presented in the financial statements. 

 

(a) Financial instruments: 

 

A financial instrument is any contract that gives rise to a financial asset of one enterprise 

and a financial liability or equity instrument of another enterprise. For the purpose of the 

financial statements, financial assets have been determined to include cash and cash 

equivalents, interest and other receivables, securities purchased under resale agreements, 

loans and advances, investments and customer liabilities under guarantees and 

indemnities. Financial liabilities include other payables, securities sold under repurchase 

agreements, guarantees and indemnities and due to specialised financial institution. 
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23. Significant accounting policies (continued) 

 

(a) Financial instruments (continued): 

 

(i) Classification: 

 

Management determines the classification of investments at the time of purchase 

and takes account of the purpose for which the investments were acquired. 

Investments are classified as loans and receivables, at fair value through profit or 

loss, held-to-maturity and available-for-sale securities.   

 

Loans and receivables are those created or acquired by the company, with fixed or 

determinable payments and are not quoted in an active market. Loans and 

receivables comprise cash and cash equivalents, other receivables and loans and 

advances. 

 

Financial investments at fair value through profit or loss are those that are held for 

trading or those designated by management and comprise equity and certain debt 

securities.  Such investments are those which the company manages and makes 

purchases and sales decisions based on their fair value in accordance with its 

investment policy and strategy. 

 

Held-to-maturity securities are those with fixed or determinable payment and fixed 

maturity that the company has the positive intent and ability to hold to maturity.  

Any sale or reclassification of a more than an insignificant amount of held-to-

maturity investments not close to their maturity would result in the reclassification 

of all held-to-maturity investments as available-for-sale and prevent the company 

from classifying investment securities as held-to-maturity for the current and the 

following two financial years. 

 

Available-for-sale securities are financial assets that are so designated by the 

company and comprise debt instruments.  

 

Non-derivative financial liabilities are classified as other financial liabilities.  

 
(ii) Recognition: 

 

The company initially recognises loans and advances, securities purchased or sold 

under resale/repurchase agreements and debt securities on the date that they are 

originated.  All other financial assets are recognised initially on the trade date, 

which is the date that the company becomes a party to the contractual provisions 

of the instrument. 
 

A financial asset or financial liability is measured initially at fair value, plus, for an 

item not at fair value through profit or loss, transaction costs that are directly 

attributable to its acquisition or issue. 
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23. Significant accounting policies (continued)  

 

(a) Financial instruments (continued): 

 

(iii) Derecognition: 

 

The company derecognises a financial asset when the contractual rights to the cash 

flows from the asset expire, or it transfers the rights to receive the contractual cash 

flows on the financial asset in a transaction in which substantially all the risks and 

rewards of ownership of the financial asset are transferred. Any interest in 

transferred financial assets that is created or retained by the company is recognised 

as a separate asset or liability. 

 

The company derecognises a financial liability when its contractual obligations are 

discharged, cancelled or expired. 

 

(iv) Offsetting: 

 

 Financial assets and financial liabilities are offset and the net amount presented in 

the statement of financial position when, and only when, the company has a legal 

right to offset the amounts and intends either to settle them on a net basis or to 

realise the asset and settle the liabilities simultaneously. 

 

(v) Measurement: 

 

Financial assets classified as available-for-sale are initially recognised at fair value 

plus any directly attributable transaction costs.  Subsequent to initial measurement, 

they are measured at fair value, with unrealised gains and losses arising from 

changes in fair value, except for impairment losses, and foreign currency 

differences on debt instruments, recognised in other comprehensive income and 

presented in investment fair value reserve in equity.  Where fair value cannot be 

reliably determined, they are stated at cost.  Where these securities are disposed of 

or impaired, the related accumulated unrealised gains or losses are reclassified to 

profit or loss. 

 

Financial assets classified as fair value through profit or loss are measured at fair 

value and changes therein including any interest or dividend income are 

recognised in profit or loss.  Directly attributable transaction costs are recognised 

in profit or loss as incurred.  

 

All non-derivative financial assets classified as loans and receivables and held-to-

maturity are initially recognised at fair value plus directly attributable transaction 

costs. Subsequent to initial recognition they are measured at amortised cost, using 

the effective interest rate method.  Premiums and discounts are included in the 

carrying amount of the related instrument and are amortised based on the effective 

interest rate of the instrument. 
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23. Significant accounting policies (continued) 

 

(a) Financial instruments (continued): 

 

(v) Measurement (continued): 

 

The fair value of investments classified as available-for-sale and at fair value 

through profit or loss is based on their quoted market bid price at the reporting 

date.  Where a quoted market price is not available, the fair value of the instrument 

is estimated using pricing models or discounted cash flow techniques. 

 

Where discounted cash flow techniques are used, estimated future cash flows are 

based on management’s best estimates and the discount rate is a market related 

rate at the reporting date for an instrument with similar terms and conditions. 

Where pricing models are used, inputs are based on market related measures at the 

reporting date. 

 

(vi) Identification and measurement of impairment: 

 

The carrying amounts of the company’s financial assets are reviewed at each 

reporting date to determine whether there is objective evidence that financial 

instruments not carried at fair value through profit or loss are impaired.  Financial 

assets are impaired when objective evidence demonstrates that a loss event has 

occurred after the initial recognition of the asset, and the loss event has an impact 

on the future cash flows of the asset that can be estimated reliably. If any such 

indication exists, the asset’s recoverable amount is estimated at each reporting 

date.  An impairment loss is recognised whenever the carrying amount of an asset 

exceeds its recoverable amount. 

 

Objective evidence that financial assets (including equity securities) are impaired 

include default or delinquency by a borrower, restructuring of a loan or advance by 

the company on terms that the company would not otherwise consider, the 

disappearance of an active market for a security, adverse changes in the payment 

status of the borrowers or issuers, indications that a debtor or issuer will enter into  

bankruptcy, or observable data indicating that there is measurable decrease in 

expected cash flows from the company’s financial assets. For an investment in an 

equity instrument, objective evidence of impairment includes a significant or 

prolonged decline in its fair value below its cost. 

 

The company considers evidence of impairment at both a specific asset and 

collective levels. All individually significant financial assets are assessed for 

impairment. All significant assets found not to be specifically impaired are then 

collectively assessed for any impairment incurred but not yet identified. Assets that 

are not individually significant are then collectively assessed for impairment by 

grouping together financial assets (carried at amortised cost) with similar risks. 
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23. Significant accounting policies (continued) 
 

(a) Financial instruments (continued): 

 
(vi) Identification and measurement of impairment (continued): 

 

In assessing collective impairment, the company uses historical information on the 

probability of default, timing of recoveries and the amount of loss incurred, 

adjusted for management’s judgement as to whether current economic and credit 

conditions are such that the actual losses are likely to be greater or less than 

suggested by historical trends.  

 

Impairment losses on assets carried at amortised cost are measured as the 

difference between the carrying amount of the financial asset and the present value 

of estimated future cash flows discounted at the asset’s original effective interest 

rate. Impairment losses are recognised in profit or loss and reflected in an 

allowance account against loans and advances and other receivables. When a 

subsequent event causes the amount of impairment loss to decrease, the decrease in 

impairment loss is reversed through profit or loss. 

 

Impairment losses on available-for-sale investment securities are recognised by 

reclassifying the cumulative loss that was recognised in the investment revaluation 

reserve to profit or loss. The cumulative loss that is reclassified is the difference 

between the acquisition cost, net of any principal repayment and amortisation, and 

the current fair value, less any impairment loss previously recognised in profit or 

loss. 

 
If, in a subsequent period, the fair value of an impaired available-for-sale debt 

security increases and the increase can be objectively related to an event occurring 

after the impairment loss was recognised in profit or loss, the impairment loss is 

reversed, with the amount of the reversal recognised in profit or loss. However, 

any subsequent recovery in the fair value of an impaired available-for-sale equity 

security is recognised in other comprehensive income. 

 

(vii) Fair value measurement: 

 

‘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. 

 
When available, the company measures the fair value of an instrument using the 

quoted price in an active market for that instrument.  A market is regarded as 

active if transactions for the asset or liability take place with sufficient frequency 

and volume to provide pricing information on an ongoing basis. 
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23. Significant accounting policies (continued) 

 

(a) Financial instruments (continued): 

 

(vii) Fair value measurement (continued): 

 

If there is no quoted price in an active market, then the company uses valuation 

techniques that maximise the use of relevant observable inputs and minimise the 

use of unobservable inputs.  The chosen valuation technique incorporates all of the 

factors that market participants would take into account in pricing a transaction. 

 

The best evidence of the fair value of a financial instrument at initial recognition is 

normally the transaction price - i.e. the fair value of the consideration given or 

received. If the company determines that the fair value at initial recognition differs 

from the transaction price and the fair value is evidenced neither by a quoted price 

in an active market for an identical asset or liability nor based on a valuation 

technique that uses only data from observable markets, then the financial 

instrument is initially measured at fair value, adjusted to defer the difference 

between the fair value at initial recognition and the transaction price. 

Subsequently, that difference is recognised in profit or loss on an appropriate basis 

over the life of the instrument but no later than when the valuation is wholly 

supported by observable market data or the transaction is closed out.  

 

If an asset or a liability measured at fair value has a bid price and an ask price, then 

the company measures assets and long positions at a bid price and liabilities and 

short positions at an ask price. 

 

Portfolios of financial assets and financial liabilities that are exposed to market risk 

and credit risk that are managed by the company on the basis of the net exposure to 

either market or credit risk are measured on the basis of a price that would be 

received to sell a net long position (or paid to transfer a net short position) for a 

particular risk exposure. Those portfolio-level adjustments are allocated to the 

individual assets and liabilities on the basis of the relative risk adjustment of each 

of the individual instruments in the portfolio. 

 

The company recognises transfers between levels of the fair value hierarchy as of 

the end of the reporting period during which the change has occurred. 

 

(b) Cash and cash equivalents: 

 

Cash and cash equivalents are measured at cost. They comprise cash in hand and at bank, 

including short term deposits where original maturities do not exceed three months from 

the reporting date, and other financial instruments that are readily convertible to known 

amounts of cash, are subject to an insignificant risk of changes in value, and are held for 

the purpose of meeting short-term commitments. 
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23. Significant accounting policies (continued) 

 

(c) Loans and advances: 
 

Loans and advances are measured at amortised cost less allowances for loan losses. 
 

The allowance for loan losses is maintained at a level considered adequate to reduce the 

carrying amount of loans to their estimated recoverable amount at the reporting date. The 

level of the allowance is based on management’s evaluation of the loan portfolio, 

collateral values and other relevant matters, including prevailing and anticipated business 

and economic conditions and regulatory requirements.  
 

Changes in the allowance for loan losses that are due to changes in the recoverable 

amount of loans are recognised in profit or loss.  Amounts are written off from the 

allowance whenever all the necessary legal procedures have been exhausted and the final 

losses have been determined. 
 

(d) Securities purchased/sold under resale/repurchase agreements: 
 

 Securities purchased under resale agreements (“Reverse repos”) and securities sold under 

repurchase agreements (“Repos”) are short-term transactions whereby securities are 

bought/sold with simultaneous agreements to resell/repurchase the securities on a 

specified date and at a specified price.  Reverse repos and repos are accounted for as 

short-term collateralised lending and borrowing, respectively, and are measured at 

amortised cost, less impairment. 

 

The difference between the purchase/sale and resale/repurchase considerations is 

recognised on the accrual basis over the period of the agreements, using the effective 

yield method, and is included in interest income and expense, respectively. 
 

(e) Property, plant, equipment and depreciation: 

 

Items of property, plant and equipment are stated at cost less accumulated depreciation 

and impairment losses [see note (23)(p)]. Costs include expenditure that is directly 

attributable to the acquisition of the assets. The cost of replacing part of an item of 

property, plant and equipment is recognised in the carrying amount of the item, if it is 

probable that the future economic benefits embodied within the part will flow to the 

company and its cost can be reliably measured. The cost of day-to-day servicing of 

property, plant and equipment is recognised in profit or loss as incurred. 

 

If significant parts of an item of property, plant and equipment have different useful 

lives, they are accounted for as separate items (major components) of property, plant and 

equipment. Any gain or loss on disposal of an item of property, plant and equipment is 

recognised in profit or loss. 

 

Property, plant and equipment are depreciated on the straight-line basis at annual rates to 

write down the assets to their estimated residual values over their expected useful lives 

and the depreciation is generally recognised in profit or loss. Leasehold properties are 

amortised in equal installments over the shorter of the lease term and the properties 

useful lives.  
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23. Significant accounting policies (continued) 

 

(e) Property, plant, equipment and depreciation (continued): 

 

The depreciation/amortisation rates are as follows: 

 

Furniture & fixtures 10 % 

Office equipment 10 % 

Computer hardware  20 % 

Computer software  33⅓% 

Motor vehicles 20 % 

Leasehold improvements shorter of lease term and useful life 

 

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

reporting date. 

 

(f) Intangible assets: 

 

An intangible asset that is acquired by the company and has a finite useful life is 

measured at cost, less accumulated amortisation (see (ii) below) and any accumulated 

impairment losses. 

 

(i) Subsequent expenditure: 

 

Subsequent expenditure on an intangible asset is capitalised only when it increases 

the future economic benefits embodied in the specific asset to which it relates. All 

other expenditure is expensed as incurred. 

 

(ii) Amortisation: 

 

Amortisation is charged to profit or loss on the straight-line basis over the 

estimated useful life of the intangible asset, unless such life is infinite. An 

intangible asset with an indefinite useful life is systematically tested for 

impairment at each reporting date and is amortised from the date it is available for 

use.  The estimated useful life is 3 years. 

 

(g) Other receivables:  
 

 Other receivables are measured at amortised cost less impairment losses. 
 

(h) Other payables: 
 

Other payables are measured at amortised cost.  
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23. Significant accounting policies (continued) 
 

(i) Provisions and contingencies: 
 

(i) Provisions 
 

A provision is recognised in the statement of financial position when the company 

has a legal or constructive obligation as a result of a past event, it is probable that 

an outflow of economic benefits will be required to settle the obligation and a 

reliable estimate of the amount can be made. If the effect is material, provisions 

are determined by discounting the expected future cash flows at a pre-tax discount 

rate that reflects current market assessments of the time value of money and, 

where appropriate, the risks specific to the liability. 
 

(ii) Contingencies 
 

When it is not probable that an outflow of economic benefits will be required, or 

the amount cannot be estimated reliably, the obligation is disclosed as a contingent 

liability unless the probability of an outflow of economic benefits is remote.  

Contingent assets are not recognised in the financial statements but are disclosed 

when an inflow of economic benefits is probable. 
 

(j) Foreign currencies: 
 

Monetary assets and liabilities denominated in foreign currencies at the reporting date 

are translated at the foreign exchange rate ruling at that date. Transactions in foreign 

currencies are translated at the foreign exchange rate ruling at the dates of those 

transactions.  Realised and unrealised gains and losses arising from fluctuations in 

exchange rates are recognised in profit or loss. 
 

(k) Interest income and expense: 
 

Interest income and expense are recognised in profit or loss on the accrual basis using 

the effective interest method, except that where collection of interest income is 

considered doubtful, or where payment is outstanding for 90 days or more, the cash basis 

is used. Accrued interest on loans which are in arrears for 90 days and over is excluded 

from income (see also note 6). 

 

IFRS requires that when collection of loans becomes doubtful, such loans should be 

written down to their recoverable amounts after which interest income is to be 

recognised based on the rate of interest that was used to discount the future cash flows in 

arriving at the recoverable amount. 
 

(l) Dividends: 

 

Dividends to shareholders are recorded in the financial statements in the period in which 

they are declared. 
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23. Significant accounting policies (continued) 
 

(m) Fee and commission income and expense: 
 

  Fee and commission income and expense that are integral to the negotiation of a 

financial asset or liability are included in the measurement of the effective interest rate. 
 

  Other fee and commission income, including account servicing fees, investment 

management fees, sales commission, placement fees and syndication fees, are recognised 

as the related services are performed. When a loan commitment is expected to result in 

the drawdown of a loan, loan commitment fees are recognised on the straight-line basis 

over the commitment period. 
 

Other fee and commission expenses relate mainly to transaction and service fees that are 

expensed as the services are received. 
 

(n) Employees benefits: 
 

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

services rendered by the employees. These include current or short-term benefits such as 

salaries, bonuses, statutory contributions, annual leave, and non-monetary benefits such 

as medical care and housing, post-employment benefits such as pension; and other long-

term employee benefits such as termination benefits. 
 

Employee benefits that are earned as a result of past or current service are recognised in 

the following manner:  
 

(i) Short-term employee benefits: 
 

Short-term employee benefits are expensed as the related service is provided. A 

liability is recognised for the amount expected to be paid if the company has a 

present legal or constructive obligation to pay this amount as a result of past 

services provided by the employee and the obligation can be estimated reliably. 
 

(ii) Defined contribution plans:  
 

Obligation for contributions to defined contribution plans is expensed as the 

related services are provided. Prepaid contributions are recognised as an asset to 

the extent that a cash refund or a reduction in future payments is available. 
 

(iii) Other long-term employees benefits:  
 

The company’s net obligation in respect of long-term employee benefits is the 

amount of future benefits that employees have earned in return for their services in 

the current and prior periods. That benefit is discounted to determine its present 

value. Re-measurements are recognised in profit or loss in the period in which they 

arise. 
 

(iv) Termination benefits: 
 

Termination benefits are expensed at the earlier of when the company can no 

longer withdraw the offer of those benefits and when the company recognises cost 

for a restructuring. If benefits are not expected to be settled wholly within 12 

months of the end of the reporting period, then they are discounted. 
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23. Significant accounting policies (continued) 
 

(o) Taxation: 
 

(i) Income tax: 
 

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

Income tax is recognised in profit or loss, except to the extent that it relates to 

items recognised directly in other comprehensive income. 
 

Current tax comprises expected tax payable on the taxable income or loss for the 

year, as adjusted for tax purposes, using tax rates enacted at the reporting date, and 

any adjustment to tax payable in respect of previous years.  
 

(ii) Deferred tax: 
 

Deferred tax is recognised in respect of temporary differences between the 

carrying amounts of assets and liabilities for financial reporting purposes and the 

amounts used for taxation purposes. Deferred tax is not recognised for the 

following temporary differences: the initial recognition of goodwill, the initial 

recognition of assets or liabilities in a transaction that is not a business 

combination and that affects neither accounting nor taxable profit or loss, to the 

extent that it is probable that they will not reverse in the foreseeable future.  
 

A deferred tax asset is recognised for unused tax losses, tax credits and deductible 

temporary differences to the extent that it is probable that future taxable profits 

will be available against which they can be utilised. Deferred tax assets are 

reviewed at each reporting date and are reduced to the extent that it is no longer 

probable that the related tax benefit will be realised. 
 

Deferred tax is measured at the tax rates that are expected to be applied to the 

temporary differences when they reverse, based on the laws that have been enacted 

as at the reporting date. Deferred tax assets and liabilities are offset where there is 

a legally enforceable right to offset current tax liabilities against current tax assets, 

and they relate to income taxes levied by the same tax authority on the same 

taxable entity, or on different taxable entities, but they intend to settle current tax 

liabilities and assets on a net basis or their tax assets and liabilities will be realised 

simultaneously. 
 

(p) Impairment of non-financial assets: 
 

At each reporting date, the company reviews the carrying amounts of its non-financial 

assets to determine whether there is any indication of impairment.  If any such indication 

exists, then the asset’s recoverable amount is estimated.  
 

For impairment testing, assets are grouped together into the smallest group of assets that 

generates cash inflows from continuing use that are largely independent of the cash 

inflows of other assets or cash generating units (CGUs).  
 

The recoverable amount of an asset or CGU is the greater of its value in use and its fair 

value less costs to sell. Value in use is based on the estimated future cash flows, 

discounted to their present value using a pre-tax discount rate that reflects current market 

assessments of the time value of money and the risks specific to the asset or CGU. 
 

An impairment loss is recognised if the carrying amount of an asset or CGU exceeds its 

recoverable amount. 
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23. Significant accounting policies (continued) 

 

(p) Impairment of non-financial assets (continued): 
 

Impairment losses are recognised in profit or loss. An impairment loss is reversed only to 

the extent that the asset's carrying amount does not exceed the carrying amount that 

would have been determined, net of depreciation or amortisation, if no impairment loss 

had been recognised. 
 

(q) Operating lease: 
 

Payments made under operating leases are recognised in profit or loss on the straight-line 

basis over the life of the lease. 
 

(r) Definition of related party: 
 

 A related party is a person or entity that is related to the company (“reporting entity”). 
 

(1) A person or a close member of that person’s family is related to the company if that 

person: 
 

(i) has control or joint control over the company; 

(ii) has significant influence over the company; or 

(iii) is a member of the key management personnel of the company or of the parent 

of the company. 
 

(2) An entity is related to the company if any of the following conditions applies: 
 

(i) the entity and the company 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 company of which the other entity is a 

member); 

(iii) both entities are joint ventures of the same third party; 

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

of the third entity; 

(v) the entity is a post-employment benefit plan for the benefit of employees of 

either the company or an entity related to the company;  

(vi) the entity is controlled, or jointly controlled by a person identified in (1); 

(vii) a person identified in (1)(i) 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) the entity, or any member of a group of which it is a part provides key 

management personnel services to the company or to the parent of the 

company. 
 

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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23. Significant accounting policies (continued) 

 

(s) New, revised and amended standards and interpretations not yet effective:  

 

Certain new, revised and amended standards and interpretations have been issued which 

are not yet effective for the current year and which the company has not early-adopted. 

The company has assessed the relevance of all such new standards, amendments and 

interpretations with respect to the company’s operations and has determined that the 

following are likely to have an effect on its financial statements. 

 

 IAS 1, Presentation of Financial Statements, effective for annual reporting periods 

beginning on or after January 1, 2016, has been amended to clarify or state the 

following: 

 

- specific single disclosures that are not material do not have to be presented 

even if they are minimum requirements of a standard; 

- the order of notes to the financial statements is not prescribed;   

- line items on the statement of financial position and the statement of profit or 

loss and other comprehensive income (OCI) should be disaggregated if this 

provides helpful information to users.  Line items can be aggregated if they are 

not material; 

- specific criteria are provided for presenting subtotals on the statement of 

financial position and in the statement of profit or loss and OCI, with 

additional reconciliation requirements for the statement of profit or loss and 

OCI; and 

- the presentation in the statement of OCI of items of OCI arising from joint 

ventures and associates accounted for using the equity method follows the IAS 

1 approach of splitting items that may, or that will never, be reclassified to 

profit or loss. 

 

The company is assessing the impact that the amendment will have on its 2017 

financial statements. 

 

 Amendments IAS 16 and IAS 38, Clarification of Acceptable Methods of 

Depreciation and Amortisation”, which are effective for annual reporting periods 

beginning on or after January 1, 2016.  

 

- The amendment to IAS 16, Property, Plant and Equipment explicitly states 

that revenue-based methods of depreciation cannot be used as such methods 

reflect factors other than the consumption of economic benefits embodied in 

the assets. 

 

- The amendment to IAS 38, Intangible Assets introduces a rebuttable 

presumption that the use of revenue-based amortisation methods is 

inappropriate for intangible assets. 

 

The company is assessing the impact that the amendments will have on its 2017 

financial statements. 



44 

 

JN FUND MANAGERS LIMITED 

 

Notes to the Financial Statements (Continued) 

March 31, 2016  

 

 

 

23. Significant accounting policies (continued) 

 

(s) New, revised and amended standards and interpretations not yet effective (continued): 
 

 Improvements to IFRS, 2012-2014 cycle, contain amendments to certain standards 

and interpretations and are effective for annual reporting periods beginning on or 

after January 1, 2016. The main amendment applicable to the company is as 

follows: 
 

- IFRS 7, Financial Instruments: Disclosures, has  been amended to clarify 

when servicing arrangements are in the scope of its disclosure requirements on 

continuing involvement in transferred assets in cases when they are 

derecognized in their entirety.  A servicer is deemed to have continuing 

involvement if it has an interest in the future performance of the transferred 

asset -e.g. if the servicing fee is dependent on the amount or timing of the cash 

flows collected from the transferred financial asset; however, the collection 

and remittance of cash flows from the transferred asset to the transferee is not, 

in itself, sufficient to be considered ‘continuing involvment’.  
 

The company is assessing the impact that the amendment will have on its 2017 

financial statements. 
 

 Amendments to IAS 7, Statement of Cash Flows, effective for accounting periods 

beginning on or after January 1, 2017, requires an entity to provide disclosures that 

enable users of financial statements to evaluate changes in liabilities arising from 

financing activities, including both changes arising from cash flows and non-cash 

flows. 
 

The company is assessing the impact that this amendment will have on its 2018 

financial statements. 
 

 Amendments to IAS 12, Income Taxes, effective for accounting periods beginning 

on or after January 1, 2017, clarifies the following: 
 

- The existence of a deductible temporary difference depends solely on a 

comparison of the carrying amount of an asset and its tax base at the end of the 

reporting period, and is not affected by possible future changes in the carrying 

amount or expected manner of recovery of the asset. 
 

- A deferred tax asset can be recognised if the future bottom line of the tax 

return is expected to be a loss, if certain conditions are met. 
 

- Future taxable profits used to establish whether a deferred tax can be 

recognised should be the amount calculated before the effect of reversing 

temporary differences. 
 

- An entity can assume that it will recover an asset for more than its carrying 

amount if there is sufficient evidence that it is probable that the entity will 

achieve this. 
 

- Deductible temporary differences related to unrealised losses should be 

assessed on a combined basis for recognition unless a tax law restricts the use 

of losses to deductions against income of a specific type. 
 

The company is assessing the impact that this amendment will have on its 2018 

financial statements. 
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23. Significant accounting policies (continued) 

 

(s) New, revised and amended standards and interpretations not yet effective (continued) 

 

 IFRS 9, Financial Instruments, which is effective for annual reporting periods 

beginning on or after January 1, 2018, replaces the existing guidance in IAS 39 

Financial Instruments: Recognition and Measurement. IFRS 9 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.  It also carries forward 

the guidance on recognition and derecognition of financial instruments from IAS 

39. Although the permissible measurement bases for financial assets – amortised 

cost, fair value through other comprehensive income (FVOCI) and fair value 

through profit or loss (FVTPL) - are similar to IAS 39, the criteria for 

classification into the appropriate measurement category are significantly different.  

IFRS 9 also replaces the ‘incurred loss’ model in IAS 39 with an ‘expected credit 

loss’ model, which means that a loss event will no longer need to occur before an 

impairment allowance is recognised.   

 

The company is assessing the impact that the standard will have on its 2019 

financial statements. 

 

 IFRS 15, Revenue From Contracts With Customers, effective for annual reporting 

periods beginning on or after January 1, 2018, replaces IAS 11, Construction 

Contracts, IAS 18, Revenue, IFRIC 13, Customer Loyalty Programmes, IFRIC 15, 

Agreements for the Construction of Real Estate, IFRIC 18, Transfer of Assets from 

Customers, and SIC-31, Revenue – Barter Transactions Involving Advertising 

Services. It does not apply to insurance contracts, financial instruments or lease 

contracts, which fall in the scope of other IFRSs. It also does not apply if two 

companies in the same line of business exchange non-monetary assets to facilitate 

sales to other parties.  

The company will apply a five-step model to determine when to recognise revenue, 

and at what amount. The model specifies that revenue should be recognised when 

(or as) an entity transfers control of goods or services to a customer at the amount 

to which the entity expects to be entitled. Depending on whether certain criteria are 

met, revenue is recognised at a point in time, when control of goods or services is 

transferred to the customer; or over time, in a manner that best reflects the entity’s 

performance. 

There will be new qualitative and quantitative disclosure requirements to describe 

the nature, amount, timing, and uncertainty of revenue and cash flows arising from 

contracts with customers. 

 

The company is assessing the impact that the standard will have on its 2019 

financial statements. 
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23. Significant accounting policies (continued) 

 

(s) New, revised and amended standards and interpretations not yet effective (continued)  

 

 IFRS 16, Leases, which is effective for annual reporting periods beginning on or 

after January 1, 2019, eliminates the current dual accounting model for lessees, 

which distinguishes between on-balance sheet finance leases and off-balance sheet 

operating leases. Instead, there is a single, on-balance sheet accounting model that 

is similar to current finance lease accounting. Entities will be required to bring all 

major leases on-balance sheet, recognising new assets and liabilities. The on-

balance sheet liability will attract interest; the total lease expense will be higher in 

the early years of a lease even if a lease has fixed regular cash rentals. Optional 

lessee exemption will apply to short- term leases and for low-value items with 

value of US$5,000 or less. 

 

Lessor accounting 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 net investment in lease 

comprising lease receivable and residual asset. Operating lease accounting will be 

based on IAS 19, Operating Lease Accounting.  

 

Early adoption is permitted if IFRS 15, Revenue from Contracts with Customers is 

also adopted. 

 

The company is assessing the impact that the standard will have on its 2020 

financial statements. 

 

 

24. Managed funds 

 

The company acts as agent and earns fees for managing clients’ funds on a non-recourse basis 

under a management agreement. The company has no legal or equitable right or interest in 

these funds and, accordingly, these funds and the assets in which they are invested have been 

excluded from these financial statements. At March 31, 2016, these funds amounted to 

$15,384,130,483 (2015: $14,580,986,000). 

 

 

25. Commitments 

 

At March 31, 2016, the company had commitments for capital expenditure amounting to 

$142,750,000 (2015: $69,490,000) of which deposits were paid totaling $95,204,000 (2015: 

$39,490,000) [see note 4]. 
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