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- O cer, Michelle Chong on the technical operation
Herbert Chong, together with his wife, Michelle of the Company’s day to day business. Daniel joined
Chong, is a founder of the Company. He graduatedoney Bun in 2010 and has been directly responsible
from CAST (now the University of Technology offor production and operational e ciencies.
Jamaica) upon completion of a course in Technical
Engineering. Mr. Chong subsequently qualied asDaniel's eye for detail and technical planning
a Realtor and became an investor in properties.capabilities have contributed signicantly to the
Herbert Chong gained much of his entrepreneurialbo om line in terms of creating e ciencies to
skills in Toronto, Canada as a Business Operator idecrease costs and maximize output.
the Food Industry.

- Dustin Chong graduated from the University of the
Michelle Chong is CEO and co-founder of HoneyVest Indies in Jamaica in 2012 with a Bachelor of Arts
Bun (1982) Limited for the past 35 years. She idegree in Business Management. He worked with
a graduate of York University, Toronto, Canada,Honey Bun in several capacities during his student
where she gained a Bachelor of Arts degree. She igears and joined the Company in 2012 as a Regional
trained as a certi ed HACCP consultant through BRIManager for select sales routes. In January 2014,
International, Canada and the Bureau of Standard€Dustin assumed the role of Distribution and Sales
Jamaica. Manager. Dustin is responsible for the reduction in
distribution costs and increase in sales this year to
Michelle was elected as president of the meet the record sales of over one billion dollars.
Jamaica Exporters Association in March

2016. She is a director on the JAMPRO
board. and a director on the Board of the Janelle Brown has 7 years experience in Marketing/

Special Economic Zone. Communications. She holds an MBA in Marketing

from Mona School of Business & Management.
In 2016 Michelle was selected as agJanelle is PMI trained in project management
Quality Ambassador for the Bureau of and has worked in Marketing, PR, and Social

Standards, Jamaica and was ranked 201é€dia  Management, ~ for  major  telecoms,
Businesssuite #1 Jamaican CEO. for thénanufac:turers, academic and nancial institutions,

as well as entertainment events. She has
notable overseas experience having studied and
travelled in the US, Europe, and the Caribbean.

From left to right:

Dustin Chong - Sales & Distribution Manager,
Janelle Brown - Marketing Executive,
Herbert Chong - Executive Chairman,
Michelle Chong-CEO,

Daniel Chong - Chief Operating Officer.

Junior Market.

Daniel Chong graduated from the
University of Waterloo, Ontario,

Canada with an Honours degree

in Civil Engineering. He worked
for AECOM, a United States
Fortune 500 Company as a
Transportation Designer before
joining the family business as Chief
Operations O cer. He has experience
in distribution logistics from previous

employment in Toronto, Canada. Daniel
works closely with Chief Executive

She has volunteered on various community
development projects focused on violence
prevention. In 2015 she was selected to be a part of
President Barack Obama’s Young Leaders of the
Americas Initiative (YLAI). Janelle joined Honey Bun
in 2015 and is responsible for brand

strategy and export.

HONEY BUN ANNUAL REPORT



To be the leading provider Exceeding stakeholders’ expectations. Honour God as our Provider. Live our Values
of high quality baked and Our stakeholders are our customers, Treat all beings with Open Communication
snack products globally. shareholders,employees, suppliers and Respect and Compassion, Value Time
community. These expectations include value Honesty and Integrity, Continuous Improvement
creation and the well being of all. Responsibility and Accountability. Conserve Resources and Reduce Cost
Always Improve Quality
Protect the Environment

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

DECH 8 February, 2017
Time: 10:00 am
Place: Knutsford Court Hotel,
16 Chelsea Avenue, Kingston 5
Purpose: For shareholders to consider, and if thought t, to approve resolutions concerning the

following items of routine business:

1. To receive and approve the Report of the Board of Directors and the Audited Accounts for the
nancial year ended the 30 September 2016.

2. Tore-appoint Paul Moses and Charles Heholt , who have retired by rotation in accordance with the
Articles of Incorporation and, being eligible, offer themselves for re-election.

3. To appoint Yaneek Page, who was appointed as a Director of the Board of the Company since the
last Annual General Meeting and, being eligible, offers herself for election

4. To authorize the Board of Directors to x the remuneration of Directors.

5.  To authorize the Board of Directors to x the remuneration of McKenley and Associates who have
consented to continue as the Auditors of the Company.

6. To approve the interim dividends paid during the year on 4 January, 2016 and 11 July, 2016.

Dated this 21st day of December, 2016
BY ORDER OF THE BOARD OF DIRECTORS

@&Ey

Michelle Chong

The following documents accompany this Notice of
Annual General Meeting:

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

ANNUAL REPORT



Herbert Chong, together with his wife, Michelle Chong,

is a founder of the Company. He graduated from CAST
(now the University of Technology of Jamaica) upon
completion of a course in Technical Engineering. Mr.
Chong subsequently quali ed as a Realtor and became

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

Yaneek Page
Paul Moses

HONEY B

Michelle Chong is CEO and co-founder of Honey Bun
(1982) Limited for the past 35 years. She is a graduate

of York University, Toronto, Canada, where she gained

a Bachelor of Arts degree. She is trained as a certi ed
HACCP consultant through BRI International, Canada and
the Bureau of Standards Jamaica.

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

In 2016 Michelle was selected as a Quality Ambassador
for the Bureau of Standards, Jamaica and was ranked 2016
Businesssuite #1 Jamaican CEO, for the Junior Market.

Charles Heholt

Herbert Chon

¥
Michelle Chong

:
j

Sushil Jain serves as Mentor to the Board for the
purposes of the Junior Market Rules, with responsibility
for advising it on the implementation of adequate
procedures, systems and controls for nancial reporting,
corporate governance, timely disclosure of information to
the market, and general compliance.

He is also a Non -Executive Director and is a member of
the Audit and Compensation Commi ees.

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

Sushil Jain

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

Mr. Moses is the founder and Managing Director of
Checker International Limited. He has acted as a
consultant to the Company since 2000, and has assisted
with various strategic initiatives since that time.

Mr. Moses is a former Director of the Jamaica Exporters
Association. Prior to founding Checker, he worked in
management of Kem Products Limited having started his
business career at Seprod as a management trainee.

Mr. Moses is also a Director of Capacity Concepts
Limited founded in 2016. Capacity Concepts Limited
give presentations on select topics with an emphasis on
building a Sales platform. Mr. Moses holds a Bachelor of
Science degree in Economics from the University of the
West Indies.

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

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

A quali ed Materials Engineer, Mr. Heholt is a graduate

of McMaster University of Hamilton, Ontario. He holds
professional certi cations in Project Management, Health
and Safety Management, and has a ended many courses
for leadership and management and other skills. He is an
alumnus of Campion College and is active in the Alumni
Association.

In August 2016, Yaneek Page became the most recent
Director to the Board.

Yaneek is the founder and Managing Director of Future
Services International Limited (FSIL), a pioneering
company in legal funding, litigant support and enterprise
risk management training in Jamaica. A certi ed trainer

in entrepreneurship, Mrs. Page is also the creator &
executive producer of ‘The Innovators’ business TV series.

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

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

ANNUAL REPORT oo



Honey Bun is pleased to report
on the many achievements for
the Financial Year ended 30

September 2016 .

During the year sales increased by 34% while
pretax pro ts increased by 114%.

Gross Prots for the period increased by
$152 million dollars to $531 million dollars. This
represents a 40% increase year over year. Net
pro ts before tax increased by 114% or $80
million dollars and stand at $149.7 million for the
year in review. These results represent record
breakers for Honey Bun.

| consider that the Company has made strides
in several areas based on a focused team who
believed that long term investments were more
important than shorter ones and has now begun
to realize the returns on those investments.
Now that the results of our earlier efforts are
being realized, we will continue to hold true to
maintaining further long term goals. Some of
these include our commitment to International
Competitiveness, maintaining Global standards
to reduce Carbon Footprint and automating
various processes to remain competitive while
building additional capacity. Our rst phase of
implementing solar energy was completed in
December, 2015 as planned.

Honey Bun proudly became the rst
Internationally Food Safety Certied (Hazards
Analysis Critical Control Point -HACCP) bakery
in Jamaica in March of 2016. This represents a
landmark for Jamaica in our industry.

During this Financial year we received the

following Awards:

» Jamaica Stock Exchange (JSE) 2015 Best
Practice Awards - Governor General Award
for the Overall Best Junior Market Company.

« JSE 2015 Award for Corporate Disclosure
and Investor Relations.

» JSE 2015 PSOJ Certicate for Corporate
Governance for the second year in a row.

* JSE 2015 Runner up for Best Annual Report.

* JSE 2015 Runner up for Best Website

e 2016 Gold award - Caribbean Advertising
Federation (CAF) tier - American Advertising
Awards or ‘ADDY’ Awards.

e Jamaica Exporters Association Awardee -
Fantastic 50 Company.

 Jamaica Bureau of
Ambassador - 2016.

Standards Quality

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

| also wish to thank all our stakeholders including
our dedicated and loyal staff. | wish to specially
thank our customers for continuing to choose
Brand Honey Bun as the brand they can trust.

v

Herbert V. Chong
Executive Chairman

ANNUAL REPORT e
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The Statement of Comprehensive Income
shows net pro t after tax of $149 Million

from $1.19 Billion in revenue. Details of these
results, along with a comparison of the previous
year’s performance and the state of affairs of
the Company are set out in the Management
Discussion and Analysis and the Financial
Statements which are included as part of this
Annual Report.

The Directors of the Company as of the 30th of
September, 2016 are:

e Mr. Herbert Chong (Executive Chairman)

e Mrs. Michelle Chong (CEO)

* Mr. Sushil Jain (Non-Executive)

e Mr. Paul Moses (Non-Executive)

e Mr. Charles Heholt (Non-Executive)

* Mrs. Yaneek Page (Non-Executive)

The Directors to retire by rotation in accordance
with the Articles of Incorporation are Charles
Heholt and Paul Moses. Both being eligible will
offer themselves for reelection.

Mrs. Yaneek Page, appointed as a director since
the last Annual General Meeting retires and
being eligible, offers herself for reelection.

The auditors of the Company, McKenley and
Associates, of 12 Kingslyn Avenue, Kingston
have expressed their willingness to continue in
of ce.

The Directors recommend their reappointment.

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

A dividend of 10 cents per share was paid on 4th
January 2016 to shareholders on record as at
21st December 2015.

A dividend of 3 cents per share was paid on 11th
July 2016 to shareholders on record as at 27th
June 2016. These dividends were paid during the
nancial year.

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

Dated 22nd December, 2016

FOR AND ON BEHALF OF THE BOARD OF
DIRECTORS

LY

s

—
Michelle Chong
COMPANY SECRETARY
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HONEY BUN LIMITED

The Results for the Financial
Year 2016 show 34% increased
revenue while pretax prot
Increased by 114%. The revenue
Increase can be attributed
mainly to improved product

guality and distribution*.

The following table gives a summary of how
various categories increased over the prior year:

Effective 2 June 2016, the 100% tax remission
for the rst ve (5) years after listing on the JSE
expired and the Company was subject to income
tax on 50% of its chargeable income for four (4)
months for the year ended 30 September 2016.

At an Extraordinary General Meeting held on 26
May, 2016, the shareholders decided that each
ordinary share of the Company be subdivided
into ve shares resulting in the Authorized
Share Capital of the Company increasing from
97,500,000 shares to 487,500,000 shares of no
par value, and the issued and fully paid capital of
the Company increasing from 94,253,390 shares
to 471,266,950 of no par value, with effect from
1st June, 2016.

The price of Honey Bun shares on the JSE
increased from eighty-six cents on September
30, 2015 (for the purpose of calculating the
price per share, the stock split is treated as

having taken place in prior year) to six dollars on
30 September 2016. This represents an increase
of over 600%.

The Company’s balance sheet shows cash increase
of 13% closing September 2016 at $72 million
while receivables increased by 12%.

Italso shows an increase in noncurrent assets from
$308 million to $385 million while investments
increased from $28 million to $39 million. Long
term liabilities were reduced by $36 million and
current liabilities were increased by $8 million.

This year two of our loans with the banks were
retired early in an effort to reduce interest costs.
Inventory values are up by 9% and have also been
strategically planned as part of a larger Supply
Chain Management System.

The Net Book Value of the Company increased by
22% over the year, closing at $503 million dollars
from $411 million in the prior year. The Net Book
Value of the Company has increased steadily over
the years from $283 million in 2012.

During the year over J$100 million worth of capital
was reinvested in the form of assets. These
assets included vehicles to increase distribution
and bakery equipment to improve capacity and
ef ciency.

These investments in equipment also form part of
our strategy to continuously improve the quality

standards of our products and reduce waste.
These form a part of our investment strategy for

growth.

ANNUAL REPORT



Our export plans remain a priority. Exports this
year increased by 22% over prior year. The Rum
Cakes were once again sold this year in ASDA in
the UK. We have several plans to increase sales
in new markets where there are opportunities, in
order to increase our foreign exchange earnings.

Honey Bun was given the Governer General
Award for Excellence as the Overall Winner of the
Junior Market Best Practices Awards, one of ve
Jamaica Stock Exchange (JSE) awards for 2015.
This is the second time the bakery has won the
overall prize. Other JSE awards were Corporate
Disclosure & Investor Relations (3rd consecutive)
as well as the PSOJ/JSE Corporate Governance
Award (2nd consecutive). The JSE also Named

Honey Bun as 1st Runner Up - Annual Report and

2nd Runner Up - Best Website.

In addition Honey Bun’s TV commercial for
Cinnamon Roll won gold in the Caribbean
Advertising Federation (CAF) tier of the American
Advertising Awards “ADDY” Awards.

The Company was also recognized as one of the
Jamaica Exporters’ Association’s Fantastic 50,

and was also honored as a Jamaica Bureau of

Standards Quality Ambassador.

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

Once again, all required meetings were held and
were 100% attended by all directors.

":“‘-‘,t.

<&

o -H ¥

« HONEY BUN LIMITED

Yaneek Page attended her rst Board meeting in
November 2016 and is therefore not noted on this
schedule. During the year Honey Bun continuously
updated its policy documents. Our dividend policy
was documented and is now available on our
website.

Meetings Held 4 1 4
Attended

Herbert Chong 4 n/a n/a

Michelle Chong 4 1 4

Sushil Jain 4 1 4

Paul Moses 4 1 4

Charles Heholt 4 1 4

Dustin Chong (Sales and Distribution Manager) and Michelle
Chong, in her capacity as Jamaica Exporters Association
(JEA) President, celebrate Honey Bun being named one of
the JEA Fantastic 50.

Having set a strong technology foundation and
acquired additional commercial property for

expansion, our strategy moving forward is to
continuously build on our capacity, improve on our
ef ciency and continue to invest in technology as

our foundation for growth.

In October of 2016 the Board approved the
buildout of a warehouse at a budgeted cost of J$74
million and the construction of an underground
water tank at a budgeted cost of J$20 million.

In our annual report of 2015 we had included plans to
become HACCP certi ed (International Food Safety
Certi cation). We are proud to report that Honey Bun
became the rst HACCP certied bakery in Jamaica,
certied by SGS International in March 2016.

*Analysis compares gures from the year ended 30 September, 2015 to
the year ended 30 Sepgember 2016.

.

-

-
]
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Our focus also includes the reduction of our
carbon footprint and our overall environmental
impact. The rst phase of our Solar project was
completed this year and we will continue to build
further to be less dependent on fossil fuel as we
become more environmentally friendly and reduce
our energy cost. We have also made investments
in the reduction of efuent by updating our
sanitation practices to use less chemicals in the
process and to contribute to recycling of as much
of our waste as possible. We will continue to make
these types of improvements as the Company
grows.

Herbert Chong, Executive Chairman, accepts the JSE 2015 Award for Corporate Disclosure and Investor Relations

ANNUAL REPORT e



Honey Bun’s Board of Directors
represents the owners’ interest
In maintaining and growing a
successful business, including
optimizing long term nancial

growth.

The mission of the Board is to be accountable and
transparent in increasing long term value for the

stakeholders. The Board is committed to achieving

the highest standards of corporate governance,

corporate responsibility and risk management in

directing and controlling the business.

The Board is responsible for ensuring that

Honey Bun is managed in such a way to achieve

this result. The Board has the responsibility to
ensure that management is capably executing
its responsibilities. The Board’s responsibility

is to regularly monitor the effectiveness of

management policies and decisions including the
execution of its strategies.

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

The complete Corporate Governance Policies may
be viewed on our website at www.honeybunja.
com and now includes our policy document on
dividend.

The responsibilities of the Compensation and
Nomination Committee are to:

1. Review the compensation of Board members
and the senior management of the Company.

« HONEY BUN LIMITED

2. Approve policy related to compensation and
incentives.

The Compensation and Nomination Committee
appointed by the Board includes:

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

e Mr. Charles Heholt — Non Executive Director

e Mr. Sushil Jain — Non Executive Director

At a meeting held 23 November, 2015, the
remuneration of directors was approved as
follows:

The meeting was 100% attended by all members.

Mrs. Yaneek Page was nominated by the
Compensation and Nomination Committee to the

board of Directors on August 15, 2016 to join the

board as a director. All directors approved the

nomination. Mrs. Page was given a full orientation
as a new director according to the Company
procedures.

The Audit and Risk Management Committee

Is comprised of:

e Mr. Charles Heholt — Chairman/Non-Executive
Director

e Mr. Paul Moses — Non Executive Director

e Mr. Sushil Jain — Non Executive Director

This committee met 4 times for the Financial
Year ended 30 September 2016 with 100%
attendance by each member. The Board reviews
the interim reports on a quarterly basis prior to
their release to the market and update on the
Company website.

The Company’s complete risk management
policies may be found on the Honey Bun website
at www.honeybunja.com

Honey Bun was the proud recipient at the Jamaica
Stock Exchange Best Practices Awards Banquet
on December 7, 2016 where we were awarded

Governor General Award for the Overall Best

Junior Market Company.

* Award for Corporate Disclosure and Investor
Relations.

 JSE/PSOJ 2015 Certicate for Corporate
Governance for the second year in a row.

* Runner up for Best Annual Report.

* Runner up for Best Website

We are completely committed to Good Corporate

Governance as we believe it has served the
Company in its performance and earned our
shareholders’ trust and loyalty.
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Honey Bun supported the UWI 5K which helps to
provide scholarships to aid in the development of
sports and the education for in-need UWI students.
In support of student athletes Honey Bun was one
of the main sponsors of the Digicel Gran Prix which
featured over 20 track meets island wide ahead
of National ISSA championships. Honey Bun also
handed over $100k worth of Home Economics
and trade supplies to the male and female winners
of the Digicel Gran Prix, St. Jago and Edwin Allen
High School.

The Friendship Primary Junior Schools Challenge
Quiz Team received product donations from Honey
Bun as part of a feeding programme for the team
while they trained. The students received a tour
of the 22 Retirement Crescent building, as well
as treats and promotional items. The team was
placed second in the island. John Mills Primary

The St. Jago High School Home Economics programme received supplies as one of the winning schools in the Digicel Gran Prix

. HONEY BUN LIMITED

and Junior High School received over $50,000
JMD toward construction of their multi-purpose
rooms.

Primary and secondary school athletes from

Retreat Primary School, Lewisville High School,

Edwin Allen Technical High School, and John Mills
Primary and High School also received tuition

fees and school supplies from the proceeds of

the Black Green & Goldie promotion. The four
scholarship recipients were selected based on

need at the recommendation of their coaches and

teachers.

For Child’s Month, Honey Bun partnered with
the government subsidized Children’'s Own
newspaper. Students at 600 primary Schools
island-wide each received Goldies with their
copy of the Children’s Own and were treated with
games and festivities.

Honey Bun made donations to the Mustard Seed
home in support of children with special needs.

I

The Company again sponsored the Digicel 5k,
serving some 10,000 patrons of the event which
brought awareness to special needs in Jamaica.
The event raised $8.4M, which went towards 12
institutions including: Jamaica Autism Support
Association, Jamaica Association for Intellectual
Disabilities  (JAID), Jamaica  Association
for the Deaf, Jamaica Society for the Blind,
Jamaica Down’s Syndrome Foundation, Special
Olympics Jamaica, STEP Centre, Mustard Seed
Communities - Jacob’s Ladder, Early Stimulation
Plus, NAZ Children’s Centre, Genesis Academy,
and Liberty Academy.

Honey Bun continues to support the efforts
of Missionaries of the Poor, and the Helping
Hands Jamaica Foundation through donations of
food items. Other organisations which received
donations to feed the disadvantaged were the
“I fed one” Initiative who fed the inrmed in
Mandevillle as well as the residents of the Friends
and Family Golden Age Home who also received a
special visit from the Honey Bun team.

One of our most important initiative towards
our drive to contribute to Global environmental
programs was the completion of the rst phase
of our Solar program. We also support other
programs such as recycling of waste, energy and
water conservation and constantly measure our
performance on these important issues.

Student athletes received scholarships from proceeds of
the Black, Green & Goldie promotion

" B

4

The Director General in the Ministry of Industry Commerce,
Agriculture & Fisheries as well as a representative from
Sofos Jamaica Ltd. joined the Honey Bun team in unveiling
the solar energy system

John Mills Infant Primary received support towards
expanding the school facility

ANNUAL REPORT .



A team made up of Honey Bun staff represented the Company at the Digicel 5k Night Run

The Company has a staff count of 397, including
contract workers. While our number of employees
have increased (providing more employment for
Jamaicans) our overall ratio of employment to
sales have reduced.

At Honey Bun our employment policy indicates
our commitment to the employment of persons
with special needs. @ We employ interns from
‘Recognizing Abilities through Training and
Employment Development (RATED) programme
designed by Development Options Limited. The
programme is a skills training initiative for young
adults with disabilities to provide opportunities
for economic inclusion, acceptance, respect and
recognition for the disabled and their families.
Hiring persons with special needs will remain
on Honey Bun’'s agenda as we aim to eliminate
discrimination on any grounds and promote
equality of opportunity.

. HONEY BUN LIMITED

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

Our induction program for new employees allows
for a clear understanding of the Company’s
policies, procedures, and code of ethics. The code
of ethics and disciplinary guidelines are posted in
strategic positions throughout the facility.

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

Children of staff who passed their GSAT examinations received scholarships from Honey Bun

At Honey Bun we support education of employees
family and workers look forward to applying
for Honey Bun’s annual GSAT scholarships for
their children. This year the top girl and top boy
who were awarded GSAT scholarships were
Khayannah Moore (daughter of Jennene Bennett —
Merchandiser) and Tajarni Fraser (son of Kay-Ann
Pratt — Production Worker)

Honey Bun provides health and accident Insurance
for our staff. We also provide transportation for
staff at nights to provide for their safety to and
from work and while no public transportation is
available.

We also manage a ‘Trigger program whereby
work outside of the norm or innovative ideas
are rewarded with points such that employees
may collect points towards a variety of gifts.

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

This year Honey Bun increased the staff award
recognition categories to eight to reward more

employees in various categories of excellence.
Besides our CEO, Chairman, People’s Choice
and departmental Top Performer awards, the
Company has added Safety Star, Excellence
in Leadership, Excellence in Customer Service
and Perfect Attendance Awards. The Safety
Star Award recognizes the employee who shows
above-average support and dedication to the

protection of staff and Company property and a

strong advocate of safety and health in adherence
to our HACCP certi cation.
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Mr. Herbert V. Chong

Mrs. Michelle Chong - CEO

Mr. Paul Moses
Mr. Charles Heholt
Mr. Sushil Jain
Mrs. Yaneek Page

Mrs. Michelle Chong

Mr. Herbert Chong — Chairman

Mrs. Michelle Chong - CEO

Mr. Daniel V. Chong — COO

Mr. Dustin Chong — Sales & Distribution Manager
Ms. Janelle Brown — Marketing Executive

&
Suite 2, Paisley Professional Centre
3a Paisley Avenue
Kingston, Jamaica, W.I.

63-67 Knutsford Boulevard
Kingston 5, Jamaica, W.I.

« HONEY BUN LIMITED
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2 Knutsford Boulevard
Kingston 5, Jamaica W.I.
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24-28 Barbados Avenue

-
Kingston 5, Jamaica W.I. il - -
B
37 Duke Street i
Kingston, Jamaica W.I. —
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12 Kingslyn Avenue,
Kingston 10, Jamaica W.I.

40 Harbour Street
Kingston, Jamaica W.I.

26 Retirement Crescent
Kingston 5, Jamaica W.I.

Telephone (876) 960-9851-2
Fax Number (876) 960-5782

Website - www.honeybunja.com

Linkedin.com/company/honey-bun
Facebook.com/HoneyBunJA
Instagram @HoneyBunJA

Twitter @HoneyBunJA

Snapchat @HoneyBunJA
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CHARTERED ACCOUINTANTS

Independent Auditors’ Report

To the Members of
Honey Bun (1882) Limited

Auditors” Report

We have audited the accompanying financial statements of Honey Bun (18982) Limited (the
Company) which comprise the Company's statement of financial position as of 30 Seplember
2016 and the statement of profit and loss and other comprehensive income, statement of changes
in shareholders' equity and statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation of financial statements that give a true and fair
view in accordance with Intermational Financial Reporting Standards and with the requiremeants of
the Jamaican Companies Act, and for such internal contrels as management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due 1o fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audtt in accordance with International Standards on Auditing. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statemenis are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the audior's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whather due to fraud or emor. In making those nisk assessments, the auditor
considers internal control relevant to the entity's preparation that give a true and fair view in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s intarnal control. An audit also includes
evaluating the appropriatenass of accounting pelicies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate (o prowvide a
basis for our audit opinion.

+ WILFRED M. McKEMLEY M.B.A., FC.C A, FCA + JANICE E. McKENLEY, B3¢, EMBA., F.C.C.A, F.CA (Partner on leave
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CHARTERED ACCOUNTANTS

To the Members of
Honey Bun {1982} Limited
Independent Auditors’ Report

Opinion

In our opinion, the accompanying financial statements give a true and fair view of the financial
position of the Company as of 30 September 2016, and of their financial performance and cash
flows for the year then ended, in accordance with Intemational Financial Reporting Standards and
the requirements of the Jamaican Companies Act.

Report on Additional Requirements of the Jamaican Companies Act

We have obtained all the information and explanations which, to the best of our knowledge and
belief. were necessary for the purposes of our audit.

In our opinion, proper accounting records have been maintained and the financial statements are
in agreement with the accounting records, and give the information required by the Jamaican
Companies Act in the manner so required.

M&‘m’n\w); (l«gx?a-ﬂ//

Chartered Accounta
22 Novamber 201

Kingston, Jamaica

« WILFRED M. McEENLEY MB.A., FC.CA., FCA » JANICE E. McKENLEY, BSc., EMBA., F.C.C A, RGA (Parnar o leava)



HONEY BUN (1982} LIMITED

Statement of Profit and Loss and other Comprehensive Income.

Year ended 30 September 2016

Revenue
Cost of sales
Gross profit
Finance incorme = interast

Exchange gains and other income

Expenses

Administrative and other expenses

Salling & distribution costs

Profit from operations
Finance costs

Profit before taxation
Taxation

Met profit

Other comprehensive income, net of taxes -

ltems that may be reclassified to profit or loss

Unrealised gain on investments

Deferred tax written back in respect of property,

plant and equipment

Profit, being total comprehensive income for

the year

Earnings per stock unit

restated for comparslive puUrposes

=
=)
]

2(r)

22

20186 2015
$ $
1,190,211,495 885,669,774
658,088,501 506,315,831
531,122,994 379,353,843
1,072,684 146,030
8,682,058 1,619,680
540,877,736 381,119,553
(244 855,938) (187,884,046
(141,143 ,589) (118,893,008)
(385,999,527) (308,777 .054)
154,878,209 74,342,489
{5,134,254) (6,177.165)
149,743,955 68,165,334
(10,182,245) ;
139,561,710 68,165,334
5,552 627 1,810,563
(17,939, 596) .
{12,388,969) 1,810,563
127,174,741 60,975,897
0.29 0.14°

The accompanying ncles form an inegral part of the financial statemerts

HONEY BUN

HONEY BUN (1982) LIMITED
Statement of Financial Position

30 September 2016
Note 2018 2016
L 3
NON-CURRENT ASSETS:
Property, plant and equipment 10 343924 732 278,775,252
Investments 11 30,494 528 28,291,806
Intangible assets 12 1,600,548 1,902,611
385,219,809 308,969,669
CURRENT ASSETS
Inventones 13 48 629 962 45,419,905
Receivables 14 77412216 68,880,502
Taxation recoverable 112 483 112,493
Cash & cash equivalents 15 73,263,386 64,017 625
200,418,057 178430618
CURRENT LIABILITIES:
FPayables 16 71,172 561 68,398,911
Taxation 3,999,304 -
Bank overdraft 18 1,246,209 -
Current porticn of long term loans 21 6,051,314 8,464 618
82,420 388 76,863,529
Net current assets 117 988,669 101,567,089
503,208,478 410,536,758
EQUITY & LIABILITIES:
Shareholders’ equity
Share capital 19 46 514,770 46,514,770
Capital reserves 20 60,372 566 72,759,535
Retained eamings 364,386,136 248,387,774
471,273,472 367 662,079
NON-CURRENT LIABILITIES
Long term loans 21 7.832 488 42 874 679
Deferred tax liability 22 24 102 538 -
503,208,478 410,536,758

Approved for issue by the Board of Directors on November 22, 2016 and signed on its

Paul Moses - .Dtk.lle'{:t;::r“

bahalf by:

............. Tt
Herbert Chong - Chairman

E!

The accompanying notes form an integral part of the financial statoments.
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HONEY BUN (1982) LIMITED

Statement of Changes in Shareholders’ Equity

Year ended 30 ber 2016

EBalance: 30 September 2014

Unrealised gains on securities available for sale

Mt prafit for the year

Total comprehensive income for the year

Cividends i7
Balance: 30 September 2015

Linrealised gains on securities available far sale

Mt prafil Tor the year

Ceferred taxation

Capital Fetaired
Note Reserves Capital  Earnings Total

70948 972 48 514,770 191,532 847 308998 589
1,810,563 - - 1.810.563
2 - B8,165334 68,165334
1,810,563 - 68,165334 69975897
- = (11.310407) (11,310,407
72,759,535 46,514,770 248 387,774 367,662,079
0002 827 - - 5,552 827
- - 139,561,710 139,561,710
(17,9339 596) - - {17 939 555)
(12,385,969 139,561,710 127174741

Total comprehensive income for year
Cividends LK
Balance: 30 September 2018

The accomparying notes form an integral pan of the finandial statements

HONEY BUN

{23,563.348) (23 563,348)

60,372,566 45,514,770

364,386,136

471,273,472

Honey Bun (1982) Limited
Statements of Cash Flows
Year ended 30 September 2016

Cash flows from operating activities:
Frofit before taxation
Adjustments for:
Depreciation
Lassfigain) on sale of proparty, plant and egquipmeant
Amortization
Other non-cash items:
Investment income
Finance costs paid
Dperating cash flows before movernents in working capital
Inventories
Receivables
Fayables
Taxation paid
MNet cash from operating activities
Cash flows from investing activities:-
=ales proceeds from property, plant and equipment
Paymeant for property, plant and eguipmeant
Paymant for intangible assets
Interest received
Purchase of investments
Net cash used in investing activities
Cash flows from financing activities:-
Loans recened
Repayment of long term bomowings
Finance costs paid
Dividend paid
Net cash (used in)fprovided by financing aclivities
Met increasel{decrease) in cash and cash equivalents
Met cash balances at baginning of vear
Net cash and cash equivalents at end of year

Represented by:
Cash and cash eguivalents
Short-term borrowings

Mote

10

12

15

The accompanying notes form an integral part of the financial statements

2018 2015
$ ]

148,743,955 68,165,334
37,859,516 35,631,210
= 389,533
1,581,672 3 619,584
(1,072 684) (146,030)
5,134,254 6,177,165
193,246,713 113,836,796
(4,208 964) (7.008,123)
(8,531,714) 303,061
2,773,650 (6,251,792)
(50,000) -
183,218,685 100,879,842
- 1,641,307
(103,008,998) (19,685,650)
(1,479,610) .
1.072,684 146,030
(5.650,085) (1,137,822)
(109,068,017) (18,036,135)
. 15,000,000
(37,455,515) (20,531,363)
(5,134,254) (6,177.165)
(23,563,348) {11,310,407)
(66,153,117) (23,018,935)
7,899,552 58,824,872
84,017,625 5,192,753
72,017,177 64,017,625
73,263,386 64,017,625
(1,246,209) -
72017477 64,017,625
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Honey Bun (1982) Limited
Motes to the Financial Statements
30 September 2016

COMPANY IDENTIFICATION AND PRINCIPAL ACTIVITY

Honey Bun (1282) Limited {the "Company”) is a lirmited liability company incorporated under the
laws of Jamaica. s prncipal activities comprse the manufacture and distribution of baked
products to the local and export market. The Company operates within Jamaica from its registered
office located at 26 Retirement Crescent, Kingston 5.

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

During the year, a related entity, Mext Incorporated acquired 58% of the issued shares of the
Company resulting in Next Incorporated becoming the largest shareholder of Honey Bun (1882)
Limited. This enfity is incorporated under the laws of Belize and is domiciled in Belize.

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

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
{a) Basis of preparation and compliance

The principal accounting policies applied in the preparation of the Compamy's financial
statements have been consistently applied to all the years presented, unbless otherwise
indicated. The pelicies are set out below.

{a) Basis of preparation

Thesa financial staterments have been preparad in accordance with Intermational Financial
Reporting Standards (IFRS), under the historical cost convention, as modified by the
revaluation of property, plant and equipment and certain financial assets.

The preparation of financial statements in conformity wath IFRS requires the use of corain
critical accounting estimates. It also requires management to exercise #s judgament in the
process of applving the Company’s accounting policies. Although these estimates are based
on management's best knowledge of current events and action, actuzal results could differ from
those estimates. The areas involving a higher degree of judgement or complexity, or areas
where assumplions and estimates are significant te the Company’s financial statermnents are
disclosed in Nole 4.

Standards, interpretations and amendments to published standards effective in the
reporting period.

During the reporting period, certain new standards, interpretations and amendments to existing
standards that have been published became effective during the current financial year. The
Company assessed the relevance of all such new standards, interprefations and amendments
and has determinad that thay had no significant effect on the amounts and disclosures in thesa
financial statements. The Company, where applicable, has adopted the following:

HONEY BUN

Honey Bun (1982) Limited
Motes to the Financial Statements
30 September 2016

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
{a) Basis of preparation and compliance [continued)

Standards, interpretations and amendments to published standards effective in the
reporting period {continuead)

The IASB annual Improvements projects for the 2010-2012 and 2011-2014 cycles contain
amendments to certain standards and interpretations and are effective for annual reporting
pericds beginning on or after 1 July 2014, The main amendments applicable to the Company
are as follows:

# |AS 24, 'Related Party Disclosures’, has been amended fo extend the defnition of
“ralated party” to include a management antity that provides key managemeant parsonnal
services to the reporting entity, either directly or through a group enfity. For related party
fransactions 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
haz recegnized as an expense for those services that are provided by a managerment
enfity.

« [FRS 8, 'Operating Segment’. The standard is amendead to require disclosure of the
judgements made by management in aggregating operating segments. This includes a
description of the sagments which have bean aggregated and the aconomic indicators
which have been assessed in determining that the aggregated segments share similar
economic characteristics. The standard is further amended to require a reconciliation of
sagment assets to the enfity’s assets when segment assets are repored. The
amendment did not have a significant mpact on the Company as #s operations are
considerad by management 1o ba one core Sagment.

« IFRS 13, 'Fair Value Measurement', has beaen amanded to clarify that issuing of the
standard and consequential amendmeants to |1AS 39 and IFRS 2 did not intend to prevent
entities from measunng shert-term receivables and payables that have no stated interest
rate at their invoiced amounts without discounting, if the effect of not discounting is
immaterial.

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

The Company has concluded that the following standards which are published but not yet
cffective are relevant to its operations and will impact the Company’s accounting policies and
financial disclosures as discussed below, The Company is considering the implications of the
standards but do not expect any significant impact from their adoption. Thase standards and
amendments to existing standards are mandatory for the Company's accounting periods
beginning after 30 September 2016 or later periods, but the Company has not early adopted
them,

« Amendment to IAS 1, ‘Disclosure Initiative', effective for accounting periods
beginning on or after 1 Janwary 2016, These amendments clanfy the cexisting
requirements of IAS1 and provide additional assistance to apply judgement when
meating the presentation and disclosure requirements in IFRS. The amendmeant doas
nok affect recognition and measurament.

ANNUAL REPORT



Honey Bun (1982) Limited
Motes to the Financial Statements
20 September 2016

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Honey Bun (1982) Limited
Motes to the Financial Statements
20 September 2016

{a) Basis of preparation and compliance (continued) {a) Basis of preparation and compliance (continued)

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

IAS 16, Property, Plant and Equipment, and 185 38, Intangible Assets (continued)

= |AS 16, Property, Plant and Equipment, and |AS 38, Intangible Assets’, affective
for accounting periods begmnning on or after 1 January 2016, have been amended to
clarify that, at the date of revaluation:

(i} The carrying amount of the asset is to be restated to the re-valued amount, The split
bebwean gross carrying amount and accumulated depreciation is treated in one of
o ways, The gross carmying amount may be restated in a manner consistant with
the revaluation of the carmying ameount, and the accumulated depreciation is adjusted
to equal the difference between the gross carrying amount and the carrying amount
after taking into account accumulated impairment losses; or

(i) Alternatively the accurmulated depreciation may be eliminated against the gross
carmying amoeunt of the asset.

= |[FRS 8, 'Financial Instruments’., which is effective for annual reperting periods
beginning on or after 1 January 2015, replaces the exisbng guidance in 1AS 39 Financial
Instruments: Recognition and Measurement. IFRS @ includes revised guidance on the
classification and measurement of financial assets and liabilties, including a new
expected creds loss model for calculating impairment of financial assets and the new
genaral hedge accounting requirements. It also carries forward the guidance on
recognition and de-recogniion of financial instrumants from 14539, Efectively, IFRS 9
replaces the “incurred loss™ model in 1AS 38 with an “expected credit loss” model, which
means that a loss event will no longer need to occur before an impairment is recognized.

s IFRS 15, 'Revenue from Contract with Customers' is effective for annual reporting
perieds beginning on or after 1 January 2017, This applies to nearly all contracts with
customers; the main exceptions are leasas, financial instruments and insurance
contracls. it specifies how and when an entity will recognise revenue as well as reguinng
entities to provide more informative and relevant disclosures, The standard suparsedas
1AS 18, 'Revenue’, [1AS 11, "Construction Confracts’ and a number of revenue-related
interpretations.

= |FRS 16, ‘Leases’, effective for annual reperting perieds beginning en or after 1 January
2019, In January 2016, the |ASB published IFRS 16 which replaces the current guidance
in 1AS 17, Under I1AS 17, lessees were required to make a distinction between a finance
lzase (on balance sheet) and an operating lease (off balance sheet). IFRS 16 now
requires lessees to recognise a lease liabibty reflecting future lease payments and a
‘right-of-use asset’ for virlually all lease contracts. There is an oplional axemption for
lessees for certain short-term leases and leases of low-value assets.

HONEY BUN

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

= Amendments to 1AS 7, “Statement of Cash Flows®, effective for annual periods
beginning on or after 1 January 2017, In January 2016, the 1ASE published amendmenis
to IAS 7 to improve information about an entity's financing activities. These
amendments require disclosure of information enabling users to evaluate changes in
liabalties arising from financing activitias mchuding both cash and non-cash changes.

IASE Annual Improvements -

The IASB annual Improvements project for the, 2012-2015 cycle resulted in amendments to
cartain standards and interpretations and are effective for annual reporting periods baginning
on or after 1 Janwary 2016, The main amendments that may be applicable to the Company
include the following:

« [FRS 7, 'Financial Instruments: Disclosures’. The amendment clarifies, among
other things, that the additional disclosure required by the amendments to IFRS 7,
"Disclosure-Offsetting financial assets and financial liakilittes” is not specifically requirced
for all interim perods, unless required by |AS 34,

« |AS 19 (revised), 'Employee Benefits’. The amendment clarifies that, when
determining the discount rate for post employment benefit obligations, it is the currency
that the habilities are denominated in that is important, and not the country where thay
arize.

« |AS 34, ‘Interim Financial Reporting’. The amendment clarifies what is meant by the
reference in the standard to ‘information disclosed elsewhere in the interim financial
report’. The further amendment amends 1AS 34 to reguire a cress-referencing from the
interim financial statements to the location of that information.

There are no other IFES or IFRIC interpretations that are published but not yet effective that
would be expected o have an impact on the accounting pelicies or financial disclosures of the
Company.

(b} Segment reporting

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

The CODM, which is identifiod as the Board of Dircctors that makes strategic decisions,
considers the operations of the Company as one operating segment.
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Honey Bun (1982) Limited
Motes to the Financial Statements
20 September 2016

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Honey Bun (1982) Limited
Motes to the Financial Statements
20 September 2016

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

{€) Income taxes {d} Property, plant and equipment (Continued)

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

i. Current taxation

Cument income tax charges are basod on taxable profit for the vear, which differs from the
reported profit before tax because ® excludes ems that are taxable or deductable in other
yvaars, and itarns that are nevar taxable or deductinlea, The Comipamy's liabilty for current tax is
calculated at rates that have been enacted at balance sheet date.

The market value of freehold land and building is the estimated amount for which a property could
be cxchanged between a willing buyer and a willing seller in an arm's length transacton
considering its existing condition and location. The market value of plant and equipment is
estimated using depreciated replacement cost approach. Gains arising from changes in rmarket
value are faken to revaluation reserve in shareholder's equity. Losses that offset previous gains of
the same asset are charged against the revaluation resenve; all other losses are charged to
statermant of comprebhansive incomea.

Depreciation 5 calculated on the straight line basis at such rates that will write off the carrying
valua of the aszsets over the period of their estimated useful lives. Each financial yvear, tha
depraciation methods, useful lives and residual values are reassessed. No depreciation is
charged on freehold land as it is deemed to have an indefinite kfe. The expected useful lives are

ii. Deferred taxation as follows:

Deferred tax charges is provided in full, using the liability method, on temporary differences Buildings 40 years
arising between the tax bases of assets and liabilties and their carrying ameunts in the financial Fumniture & fixtures 10 years
staternents . Defered income tax is determined using tax rates (and laws) that have boen Machinery & equipment 10 years
enacted or substantially enacted by the balance sheet date and are expected to apply when the Motor vehicles S years
related deferred income tax asset is realized or the defered income tax liability settled. Computers 4 years

Plastic bread trays 2 years

Metal baking equiprment o years

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

The Company was granted a remission of income tax after admission to the Jamaica Stock
Exchange Junior Market, 3 June 2011 and thus no income or deferred tax was recorded in the
financial statements thereafter. The remission expired 2 June 2016 and therefore four {4)
months income tax liability was reported n the financial statements along wath the deferred tax
that was written back at the commencement of the remission period plus the current deferred
tax liability for the year ended 30 Septermber 2016.

{d)} Property, plant and equipment

tems of property, plant and equipment are measured at cost, except for freahold land and
buikdings which are measured at valuation, less accumulated depreciation and impaimment losses.

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

HONEY BUN

(e)

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

An asset's carrying amaount is written down immediately to its recoverable amount if the assct's
carrying amount i greater than its estimated recoverable amount

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

Rapairs and maintenance expanditure are charged to profit or kass dunng the financal period in
which they are nournod.

Inventories

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

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

Faw rmaterial and sundry spare pans = purchase cost of item

Goods-in-transi — cost of goods converted at the yearend exchange rate.
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Honey Bun (1982) Limited
Motes to the Financial Statements
20 September 2016

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

{f) Finance income and costs

Finance income comprses interest income on funds mvested and foreign exchange gamns.
Interest income is recognized as it accrues, using the effective interest method.

Finance costs comprise interest expense on borrowings and foreign currency losses, Borrowing
costs are recognized in profit or loss using the effective interest method.

{a) Foreign currency translation

Transactions in forecign cumencies are converted into the functional currency at the cxchange
rates prevailing at the dates of the transactions and gains or losses recognized in profit or loss.
At the end of the reporting period, 30 September 2018, monetary assets and liabilities
denominated in foreign currencies, which are stated at histoncal cost, are translated at the
fareign exchange rates ruling at the end of the raporting date.

Exchange differences arizing from the setlement of fransactions at rates different from those at
the dates of the transactions and unrealized foreign exchange differances on unsettlad foraign
currancy monatary assats and labilities are recognized in the statement of othar comprehansive
1=+l 0

{h} Government grant funds

The Company accounts for government grants in accordance with International Accounting
Standard 20 {1AS 20) as follows:

(I Mon-current asset grants — over the useful economic life of the asset
(i) For past cosls incurred — immeadiataly in the profit and loss account
(i} For currentfuture costs — in the period that the costs are recognized.

Trade receivables

Trade receivables are recognised intially at fair value and subsequently measured at amortised
cost using the effective interest method, less provision for impairment. A provision for impairment
of trade receiables is established when there i objective evidence that the Company will not be
able to collect all amounts dus according to the orginal terms of the transactions. The amount of
the provision is the difference between the asset’s carrying amount and the present value of
estimated future cash flows, discounted at the original effective interest rate. The camying
amount of the asset is reduced through the use of an allowance account, and the amount of the
lzss i recognisad in the profit or loss in administration and other expanses. When a frade
receable is uncollectible, it is written off against the allowance account for trade recenvables.

Subsequent recoveries of amounts previously written off are credited in profit or loss.

() Cash and cash equivalents

Cash and cash equivalents are carried in the staterment of financial position at cost. For the
purpases of the cash flow statement, cash and cash equivalents comprise cash at banks and in
hand and other short-term deposits and investments with original maturities of three months or
less, et of bank overdraft.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
(k) Intangible assets

i, Computer software

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

Costs associated with developing or maintaining computer software programmes are
recognized as expensas as ncumed,

{1} Impairment

Property, plant and equipment and other non-current assets are reviewed for impairment
whenever events or changes in circumstances indicate that the carmrying amount may not be

recoverable, The carrying amounts of the Company's non financial assets are reviewed at each
staterment of financial position date fo determine whether there is any indication of impairment. An

mmpaimment l2ss is recognzed for the amount by which the carmying amount of the asset exceeds
its recoverable amount, which is the greater of an asset’s net selling price and value in use. For

the purpose of assessing Impairment, assels are grouped at the lowest levels for which there are
separately identifiable cash flows.

Hon-financial assets, F any, that have an indefinite useful Bfe are tested annually for impairment.

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

{m) Employee benefits

Employea banefits include current or short =term benefits such as salaries, statutory confributions
paid, annual vacation and sick leave, and nen-menetary benefits such as medical care. Additional
details are noted below:

i. Pension obligations

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

i. Other employee benefits

The Company does not provide any supplementary medical and life insurance benefits to
emplovees upon retirement. Employee enfilerment to annual leave and other benefits are
recognized when they accrue to employees. A provision is made for the estenated iability for
annual lkrave and other benefitz as a result of services rendered by employvess up to the end
of the reporting penod.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(m) Employee benefits (Continued) (r) Revenue recognition
ii. Profit sharing and bonus plan

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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

The Company recegnizes a Babilty and an expense for bomnises and profit-sharing based on
a formula that takes into consideration the profit attributabla to the Company's stockholders
after certain adjustments. The Company recognizes a provision whore confractually obliged

or where there is a past practice that has created a constructive cbligation. The Company recognizes revenue when the amount of revenue can be relably measured, & is

probable that future economic benefits will Alow to the Company and specific criteria have been

(n) Borrowings and borrowing costs met in relation to the Company’s activities as described below:

Bomrowings are recognized intially at fair value, net of transaction costs incurred. Borrowings are

subsequently camied at amortized cost using the effective yield methad,

Borrowing costs direclly affributable to the acguisition, construction or preduction of gualfying
assels are capitalized as part of the cost of these assets. Capitalization of such borrowing costs
ceases when the assets are subsaquently ready for their intended use or sale.

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

{0} Leases

Leases of property, plant and equipment, where the Company has substantially all the risks and
rewards of cwnership, are classified as finance keases. Finance leases are recognized at the
inception of the lease at the kbwer of the fair value of the leasad asset or the prasent value of
minimum lkease payments. Lease payments are apportioned betwoen finance charges and
reduction of the lease obligation so as to achieve a constant rate of interest on the remaining
balance of the leaze cbligation. The interest element of the lease payrments is charged to profit
and less over the lease period.

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

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

{p) Trade and other payables

Trade and other payables and accruals are stated at cost.

{q) Provisions

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

Wihere the Company expocts a provision to be reimbursed, for example under an insura nco
contract, the reimbursement is recognized as a separate asset but only when the reimbursement
is virtualty certain.

HONEY BUN

Sale of goods

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

Rental incoms

Rental income is recognized as it accrnues.

Interest income

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

Dividend Income

Dividend incorne is recognised when the right to receive payment is established.

(=) Investment securities

Investment securties classified as financial assets at fair value through profit or loss and
available-for-sale are carried at fair value. Realzed and unrealzed gains and losses arising
from changes in the fair value of investments classified as financial assets at fair value
through profit or less are included in the determination of profit or 1955 in the penod i which
they arise. Unrealzed gains and losses arising from changes in the fair value of investments
classified as available-for-sale are recognized in other comprehensive income. Vwhen
securities classified as available-for-sale are sold or impaired, the accumulated fair value
adjustments are included in profit or loss.

The fair values of guoted investments are based on current bid prices. If the market for an

infestmeant is not active, the Company aslablishas fair value by using valuation technigues,
Whore fair values cannot be reliably measured, the Company carmies the investment at cost.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(u} Financial instruments (continued)
(t) Related party

A related party is a person or entity that is related to the entity that is preparing its financial
staterments (referred to in 1AS 24 Related Party Disclosures as the “reporting entity™)

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

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

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

i. The entity and the reporting entity are members of the same group (which means that
each parent, subsidiary and fellow subsidiary is related to the others.)
ii. One entity is an associate or joint venture of the other entity (or an associate or joint
veniure of a member of a group of which the other enfity is a member)
iii. Both entities are joint ventures of the same third party.
iv. Ome entity is a joint venture of a third entity and the other entity is an associate of the
third entity
v. The entity 5 associated with a post-employment benefit plan for the benefit of the
emplovees of either the reporting entity or an antity related to the reporting entity.
vi. The entity 5 confrolled or jointly controlled by a person dentified in {a)
vii. A person identified in (a) i above, has significant influence over the entity or is a
member of the key management personnel of the entity (or of a parent of the entity).
viii. A management entity that provides key managemant personnel services to the
reparting enfity, either directly or through a group enfity.

A related party transaction is a fransfer of resources, services or obligations
betweean related parties, regardless of whether a price is charged.

(u) Financial instruments

A financial instrument is any contract that gives rise to both a financial asset for one entity and a
financial iability or equity of another entity.

Financial assats

The Cempany classifies s financial assets in the followang categories: financial assats at fair
value through profit or loss, loans and receivablas and available - for- sale, The classification
depends on the purpese for which the financial assets were acquired. Management determines
the classification of its financial assets at initial recognition and re-evaluates this designation at
avery reporting date.

At reporting date, trade receivables were classified as loans and receivables; cash and bank
balances, short term and quoted investment securiies were classified as financial assets at fair
value through profit and loss; and unquoted investment securities were classified as available-
for-sale.
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Financial assets at fair value through profit or loss

Financial assctz at fair value through profit or loss are financial assets held for trading. A
financial asset is classified in this categorny f acquired principally for the purpose of selling in the
short tarm, if 20 designated by managemeant, Assals in this categorny are classified as currant
assets F they are either held for trading or are expected to be realised within 12 months of the
staterment of financial position date.

Laans and recenvables

Leans and receivables are non-derivative financial assets with fixed or daterminable payments
that are not quoted in an active market. They are included in current assots cxcopt for

maturities greater than 12 months after the end of the reporting date, which are classified as
non-current assets. Loans and receivables are classified as non-curmant assets,

Auailable —for-sale financial assets

Available-for-zale investments are non-derivative financial assets intended to be held for an
indefinite pencd of time, which may be sold in response to needs for liquidity or changes in
interest rates, exchange rates or aquity prices. Available-for-sale investmeants are initially
recognised at fair value, which is the cash considerabon incleding any transaction costs.

Purchazes and sales of available-for-sale financial assefs are recognised at the trade date = the
date on which the Company commits the purchase or sells the asset. Loans and recemvables
are recognised whan cash s advanced to the bomrowers,

De-recognition of financial assets

Financial assets are derecognized when the right to receive cash flowes from the financial
assets have expired or have been transferred and the Company has transferred substantially
all risks and rewards of cwnership.

The Company assesses at cach reporting date whether there is objective cvidence that a
financial asset or group of financial assets is impaired. ¥ any such evidence exists, the
curmulative loss, measured as the difference between the acquisition cost and the current fair

value, less any impairment less on that financal asset previously recognised in profit or loss, is
ramavad fram other comprehensive income and recognised in profit or loss.

Firancial liabiltics

The Company's financial kabilities are inibially measured at fair value, net of transaction costs,
and are subsaquently measured at amorized cost using the offective interast method. At tha
statement of inancial position date, these Rabilties are as current and non-current liabilties and
include bank overdraft, trade payables and long term loans.

De-recognition of inancial Eabilifies
The Company deracognizes financial liabilities when the Company’s obligations are discharged,

cancelied or they expire. The difference between the carrying amount of the financial liability
derecognized and the consideration paid and payable s recognised in profit or loss.
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2.

SUMMARY OF ACCOUNTING POLICIES (CONTINUED)

(u} Share capital
Ordinary shares are classified as equity. Incremental costs directly attributed to the issue of
ardinary shares are recognized as a deduction from equity.

(v) Dividends
Dividends on ordinary sharas are racognized in sharaholdars' equity in the pariod in which they
are approved. Interim dividends payable to shareholders are approved by the directors while
final dividends have to ba approved by the equity shareholders at the Annual General Meeting.
Dividends for the year that are declared after the balance sheet date are dealt with in the
subsequent events note,

Dividend income is recognized when the right 1o receive payment is astablished.

(w) Comparative balances
Where necessary, comparative figures have been reclassified to conform with changes in
presentabion in the current year in relation to:

it Related party: the due and due from
iy Earnings per share
iy Salaries and staff costs

FINANCIAL RISK MANAGEMENT

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

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

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

The Beard of Directors, together with management has overall responsibility for the establishment
and oversight of the Company's risk management framework. The Board approves principhes for

overall risk managemeant and has established funchonal committees for managing and monitering
rizks, as follows:

(i) Treasury Function:
The Treasury function is responsible for managng the Company’s assefs and habilies and the

overall financial structure to determine funding and ligquidity risks. The Treasury function identifies,
evaluates and haedges financial risks,
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3.

(a)

FINANCIAL RISK MANAGEMENT (continued)
(i Audit Committes

The Audit Committee oversees how management monitors compliance with the Company’'s risk
management policies and procedures and reviews the adeguacy of the risk management
framework in relation to the risks faced by the Company. The Audt Committee is assisted n its
overall rele by Internal Audit. Internal Audit undartakes both regular and ad hoc reviews of risk
management contrels and procedures, the resulis of which are reported to the Audit Committes.
There has been no change to the Company's exposure to market risk or the manner in which it
manages and measures risk.

Market risk

The Company takes on exposure to market risk, which i the risk that the fair value or fubure cash

flowws of a financial instrument will fluctuate because of changes in market prices. Market risks mainly
arise from changes in foreign currency exchange rates, interest rates and commodity prices. The

objective of market nsk managemant is to manage and control market risk exposures within
acceptable parameters, while optimizing the retumn,

There has been no change te the Company’s exposwre to market risk or the manner in which it
manages and measuras the risk,

(1) Currency risk

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

The Company is exposed to currency risk due to fluctuations in exchange rates on transactions and
balances such as purchases, receivables and investiments denominatad in currencies other than

the Jamaican dollar. The main currency that gives rise to this exposure is the USS.

The Company manages its foreign exchange risk by ensuring that the net exposure in foreign assets
and liabilities is kept to an acceptable level by manitering currency positions. The Company further
manages this rnisk by maximizing foregn currency earmings and hokding foreign cumensy balances.

Exposure to currency risk

The Company's statement of financial position at 30 September 2016 includes aggregate net foreign
assets/(Babilities) in respect of transactions arising in the ordinary course of business, which were
subject o foreign exchange rate changes as follows:
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3. RISK MANAGEMENT AND POLICIES (CONTINUED)
(a) Market nsk (Continued)
Exposure to currency risk (continued)

Concentrations of currency risks

2016 2016 2016 2015 2015 2015
CAN US UK CAN  US UK
$ $ £ $ s £
Financial assets
Cash and cash eguivalents 128 435,735 4229 110 288,214 4083
Investmants - 221,371 - = 200,150 -
128 657,108 4,229 110 498 364 4083
Financial liabilities
Payables and accruals (=,818) - (23,104} =
Total net assets 128 651,288 4,229 110 445,260 4083

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

The exchange rates applicable to the Jarmaican dollar at the date of the statement of financial
position relating to foreign currencies are as follows:

currency 30 Sept. 30 Sept.
2016 2015
$ 5
Canadian dallar {Can3) a7.3 B58.62
United States dollar (US$) 128.70 119.068
United Kingdorn pound (£) 166,78 18017

Foreign currency sensitivity

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

Effect on pre-tax profit for the yvear

Increase/{Decraasa)
2016 2016
§ 3
1% (2015- 1%) strengthening of Jamaican dollar (545, 388) (=537 SBE)
10% (2015-10%) weakening of Jamaican dollar 8,453,883 SR T

The analysis assumes that all other variables, in particular interest rates, remains constant.
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3. RISK MANAGEMENT AND POLICIES (CONTINUED)

(a) Market nsk (Continued)

(i) Interest rate risk

Interest rate risk 1s the risk that the value or future cash flows of a financial instrument will
fluctuats due to changes in market interast rates,

Fleating rate instruments axpose the Company to cash flow interast risk, whareas fixad nterast
rate instruments expose the Company to fair value interest risk.

Interest-bearing financial assets mainly comprise monetary instrumeants, bank deposits and

short term nvestments, which have been contracted at fived interest rates for the duraton of
their terms,

The Company's cash and cash equivalent are subject to interest rate risk. However, the
Company attempts to manage this risk by monitoring its interast-bearing instrurments chsaly
and precuring the most advantageous rates under contracts with interest rates that are fixed for
the fe of the contract, where possible. The policy also requires it to manage the matunties of
interest bearing financial assets and liabilities.

The Company manages s risk relatng to borroveed funds by obtaining fxed rate loans at
relatively low rates when interest rales are expected to rise and floating rate [oans whan interast
rates are expoected to fall. Interest rates on cortain loans are fixed and are not affected by
fluctuations in market interest rates. When utilized, bank overdrafts are subject to rates which
may be varied by appropriate notice by the lender but the Company avoids this type of loan
facility due to its relatively high rate of interast.

The Company analyses its interest rate exposure arising from barrowings on an ongoing basis
taking into consideration the opiions of refinancing, renewal of existing positions and alternative
financing.

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

2016 2015
3 3

Fized rate:
Asgets 28,442 854 *23.8249 859
Liabilitias {13.883,782) {51,339.297)

14,559,072 (27,509 438)
Variable rate;
Assels 57,941,985 37 376,308
Liabilities - -

27,941,585 37 .376.308

* Prior year amount for WMES reclassified from varizble rate 1o fixed rate for comparative purposes
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3. RISK MANAGEMENT AND POLICIES (CONTINUED) 3. RISK MANAGEMENT AND POLICIES (CONTINUED)
(a) Market risk (Continued) (b) Credit nsk

(i) Interest rate risk (Continued)
Fair value sensitivity analysis for fixed rate instrurments

Fair walue i 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-peformanca nsk.

The fair value of cash and cash equivalents, accounts receivable and accounts payable and
accrucd charges are considercd to approximate their carrying values dug to their short - term
nature,

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

Cash flow sensitivity analysis for variable rate instruments

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

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

(ii) Commaodity price risk

Price risk iz the risk that the value of a financial instrurment will fluctuate as a result of changes in
market prices, whether those changes are caused by factors specific to the individual instrument or
its issuer or factors affacting all instruments traded in the market.

The Company is exposed to price risk relating to imported wheat, sugar and eggs

Where necessary, the Company enters inte commeadity contracts or related financial instruments in
respect of its future usage requirements. The price of these commodities is reviewed regularly in
considering the need for active financial risk management. The prices of the main imported
ingredients such as wheat and sugar are fracked and non-perishable items purchased in advance

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation
and cause the other party to incur a financial kbss, Credit exposures arise principally from the
Company’s receivables from customears and investment activities, The Company structures the
lavels of credit rizks & undertakes by placing limits on the amount of risk accapted in relation to a
single counterparty.

(i} Trade and other receivables

The Compamny has an cstablished credit process which involves regular analysis of the ability
of distributors and major custemers to meet repayment obligations.

Credit risk for receivables is mitigated by stringent credit reviews and approval of limits to
customners and regular credit evaluation of custormers. Appropriate credit checks, referencos
and analyses are undertaken in order to assess customers” credit risk prior to offering new
cradit or increasing existing credit limits. Custormers’ who are experiencing cash flow
difficulies and are exceeding their cradit limits are ientified and the appropnate actions
taken.

Key performance indicators are reviewed regularly, including cash collected, average debt
collection period, percentage of customers with overdue balances and debis deemed
uncoellectible, Annual review of credit imits for all custormers including paymant history and
risk profie & done before renewal of credit facilities.

Trade receivables over 90 days are reviewed and the company has provided fully for all
recaivables where collectability is deemed doubtiul. This is determined by direct contact with
customer, past default experence, current econamic conditions and expected receipts and
FeCOvEries.

The Company's credit pericd on the zale of goods ranges from 7 to 30 days. The Company
has provided fully for all recevables where collectability is deemed doubtful.

The Company does not require collateral in respect of frade and other recevables with the
exceplion of major distributors who are required to make cash deposits in accordance with

Company policy guidalinas.

(i) Investments and cash equivalents

prices are increasing. The Company limits its exposure to credit risk by investing principally in liquid securities, with
counterparties that have high credit quality and with licensed financial institutions that are
cansidersd stable. Accordingly management does not expect any counterparty to fail to moct
its obligations.
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3. RISK MANAGEMENT AND POLICIES (CONTINUED)

(b) Credit nsk (Continued)

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

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

The specific allbwance account in respect of trade receivables is used to record impainrment
losses. The impaired receivables mainly relate to assigned distributors and major customers
who are experiencing difficull economic siRuations. whenever managemsant consikders any
amount to be irecoverable, it is written off directly to bad dabt or against the provesion, if an
amount was provieusly pravided.

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

Aging analysis of frade receivables

2016 2015

Gross Impairment Gross Impairment

$ 3 3 3
Current: below 30 days 54,221,128 43,173,963
Past due 31-60 days 10,106,265 2,730,815
Past due 61-90 days 1,111,510 5,987 907
More than 90 days 9750860 9,107,544 14,345,199 7.852.716

75,189,763 9,107,544 70,238,504 7.852,716

Movement on the provision for impairment of trade receivables

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

2016 2015
] ]
At beginning of year 7,852,716 2,835,240
Provision for receivables impairment 2814169 5,017 476
Recovearias {1,558 341) -
At end of vear 8 107 544 7,852 716

The creation and release of provision for impaired recaivables have been included in expenses
in profit or loss. Amounts charged to the allowance account are generally writben off when there
is no expectation of recovering additional cash.

There are no significant fmancial assets other than those listed above that were indvidually
impaired.
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3. RISK MANAGEMENT AND POLICIES (CONTINUED)

(b) Credit nsk (Continued)

(<)

Exposure to credit risk for trade receivables

The following table summarises the Company’s credit exposure for trade receivables at their

CArrying amounts, as categorized by the customer sector;

Carrying amount

2018 2015
3
Supermarkets 12,134 664 13,933,740
Distributars 42 164247 28,706,009
Schoals 4,310.546 5,459 372
ther receivables 16,580 306 22,139,783
o, 189 763 70,238 904

At the reporing date, the Company had no receivable from any Government entity.

The Company's most significant custorner, an island-wade distributor, accounts for 513,764,135
or 18% (2015 - $11,262,181 or 168%) of the carrying amount of trade receivables at the reporting
date.

Exposure to credit risk for investments
The fallowing table summarizes the Company's credit exposura for investments at their carrying

amounts, as categorized by the issuer. The camying amounts balow represent the total for
imvestmeants included in financial assets at fair value through profit or loss.

2016 2015

2 2
Investments 39,494 528 28,291,808
Receivables 77,412,216 68,880,502
Cash and cash eguivalents 73,263 386 64,017 625
190,170,130 161,189 933

Investments are held principally in lecal stock and secunties listed on the Jamaican Siock
Exchange in companias that are considerad safe by the directors. Other investments are held in
cash deposits with reputable financial institutions and the directors do not anticipate any
potential loss in value from its investment porifalio.

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in raising funds to meet its
commitments associated with financial instruments when they fall due. Prudent liquidity risk
managerment implies maintaining sufficient cash and marketable securities, the availability of
funding through an adequate amount of committed credit faciliies and the abilty to close out
market positions.
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3. RISK MANAGEMENT AND POLICIES (CONTINUED)
() Liquidity risk {continued)

Liquidity risk management process

The Company manages its liquidity nisk by:

[} monitoring current and fulure cash flows on a daily basis and by maintaining an
appropriate level of resources in liquid or near liguid form to meet its liabilities when due,
under both normal and stressed conditions, without incurmring unaccaptable losses ar
risking damage to the Company’s reputation.

i) The Company also manages cash flow risk through budgetary measures, ensuring as far
as possible, that fluctuations in cash flows relating to monetary financial assets and
liabilities are matched, to mitigate any significant adverse cash flows.

(i} The Company maintains sufficient cash and short-term deposits along with having
available committed facilties to ensure it meets its liquidity requirements.

(v}  Managing the concentration and profile of debt maturities.
Financial Liabilities cash flows
The Company’s financial liabilities comprise long-term loans and payables and accruals. The

table below summarizes the maturity profile of the Company's financial liabilties at 30
September 2016 based on contractual undiscounted payments.

2016
Carryin Contractual Less  More than 2105
amount cash flow than1 1<2 years Years
year
- ‘ 3 $ E] ] 5

MNon- derivative financial
liabilities
Trade and other payvables 71,172 563 71,172,563 - - .
Long term leans 13,883,782 15100455 6770315 4531524 3,7898.616
Bank overdraft 1,246 209 1,246 209 - - .
Total financial liabilties
{contractual maturity dates) 86 302 554 B 218227 6770315 4531524 3,798,616

HONEY BUN

Honey Bun (1982) Limited
Motes to the Financial Statements
30 September 2016

3. RISK MANAGEMENT AND POLICIES (CONTINUED)

(c) Liquidity risk {Continued)

Liguidity risk management process (continued)

Contractual

cash flow

3

68,388,911

15

Less
thanm 1
year

$

Maore than
1<2 years

$

81,854,878 15,760,715 66,134,163

2tod

Carrying
amount
$
MNon- derivative financial
liabilities
Trade and othar payabkos 68,398 911
Long term loans 91,338,297
Total financial liabikties
{contractual maturity dates) 119,738,208

150,293 789 15780715 66,134,163

Assets available to meet liabidities and to cover financial liabilities include cash and short term investments.
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3.

RISK MANAGEMENT AND POLICIES (CONTINUED)

{d}) Capital management

The pelicy of the Company’s Board of Directers is to maintain a strong capital base so as to
maintain investors, creditors and market confidence and to sustain fulure development of the
business and ensure it continues as a going concam,

The Company considers its capital to be its total shareholders’ equity inclusive of accumulated
surplus and reserves. The Company's financial objective is to generate a targeted operating
surplus, in order to strengthen and provide for the fulure confinuity of the Company as a going
concern in order to provide returns for its stockholders and benefits for other stakeholders and to
maintain an optimal capital structure to reduce the cost of capital.

The Directors regularly review the financial position of the Company at meetings and monitor the
return on capital and the level of dividends to the ordinary shareholders. They seek to maintain a
balance between the higher returns that might be possible with higher levels of borrowings and
the advantages and secunty afforded by a sound capital position.

The Company monitors capital on the basis of the gearing ratio. This rafio is calculated as net
debt divided by tolal capital. Debt is the total of long term loans and bank overdraft kess related
party loans, if any. Total capital is calculated as equity as shown in the Company’s balance sheet
plus debt. The gearing ratios at the yearend based on these calculations were as follows:

2016 2015

] $
Deabt: long term loans and bank overdraft 15,128,991 51,339 297
Equity 471273472 367 662 078
Total capital 486 403 463 418001 376
Gearing ratio 3.11% 12.25%

During 2016, the Company’s strategy, which was unchanged from 2015, was to maintain the
gearing ratio balow 25%

There were no significant changes in the Company's approach to capital management during the
year and the Company is not subject to externally imposad capital requiremants.

{e) Operational risk

Operational risk is the risk of direct or indirect losses arising from a variety of causes associated
with the Company's internal processes such as personnel, technology, infrastruciure and external
factors, other than financial, such as those arnsing from natural disasters, legal and regulatory
requireaments and generally accepted ethical and corporate social behavieur. Management's
objective is to manage operational risk so as to reduce the possibility of financial loss and long term
damage to the Company’s reputation white trying to batance control procedures that restrict initiative
and creativity.

HONEY BUN

HONEY BUN (1982) LIMITED
MNotes to the Financial Statements
30 September 2016

3. RISK MANAGEMENT AND POLICIES (CONTINUED)

(f}) Reputational nisk

The Company i engaged in a business that principally distributes baked food items, and s
reputation is cntical within the market place. The Company's management endeavers at all times to
be ethical and adopts international best practices in its manufacturing process.

The Company also ensures that the necessary sanitary standards are maintained to guarantes that
regular audits by the Bureau of Standards are successfully undertaken. In addition, customer audis
are undertaken to faciltate continuous improvernent and customer delivery.

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

4. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

The Company makes estimates and assumplions conceming the future. The resulfing acoounting
estimates will, by definition, seldom equal the related actual results. The estimates and
assumplions that have a significant rizk of causing a material adjustment to the camying amounts
of assels and liabilities wathin the next inancial year are discussed balowy.

(a) Critical judgments in applying the Company's accounting policies

In the process of applying the Company’s accounting policies, management has made no
significant judgments regarding the amounts recognised in the financial staterments.

(b) Key sources of estimation uncertainty
Impairment of receivables.

In determining amounts recorded for impairment losses of receivables in the financial
staternents, management makes judgements regarding indicators of impairment that may

suggest there may be a measurable decrease in estimated future cash flows from receivables
resulting from default or adverse economic conditions. Management also makes estimates of

the likely future cash flows from impaired receivables as well as the timing of such cash flows.
Historical loss expenence is applied where indicators of impairment are not observable on
individual significant receivables wath similar credit risk characteristics,

Income Tax

Esfimates are required in determining the provision for income tax. There are some
transactions and calculations for which the ultimate tax determination B uncertain during the
ordinary course of business. The Company recognizes liabilities for anticipated tax issues
based on estimates of whether additional taxes will be due, Whera the final tax outcome of
those mattors is different from the amounts that were initially recorded, such diferences will
impact the income tax and deferred tax provisions in the period in which such determination is
made.
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7. STAFF COSTS

HONEY BUN (1982) LIMITED
MNotes to the Financial Statements
30 September 2016
4. CRITICAL ACCOUMTING JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)
Depreciable assets

The expected useful Iife and residual value of property, plant and equipment are reviewed at
each financial year end in order to apply an adequate rate of transferring the economic benefits
aembodied in these assets in the relevant perieds. UWseful life of property, plant and egquipment is
defined in terms of the assel's expected ulility to the company. The useful ife is based on
management's bast estimate from which actual results may vary, Actual vanations in estimated
useful lives and residual values are reflected in profit or loss through impairment or adjusted
depreciation provisions,

Assessment of goodwill

The Company test annually whether goodwill has suffered any impainment. The assessment of
goodwill impairment involves the determination of the value in use. Determination of value in
use involves the estimation of future cash flows from the business taking into consideration
growth, inflation and possible discount rate. These factors are considered by managerment when
determining any possible mpairment of goodwill and the final outcome may be subject fo
adjustment in the subsequent year,

After review, management decided in 2015 to fully write off the goodwill balance.

9. EXCHANGE GAINS AND OTHER INCOME

2016 2015
| $ $
Salanes and wages (including accrued vacation and
Management remuneration) 245 691 9492 *184,061 698
Payroll taxes: employer's portion 16,325 621 14,007 B13
Other staff costs 32,016,025 *24,705,268
294,033,638 232 774579

‘restaled for comperntive purposes. Certain olber staff costs such a3 medical and training reclassflied bo safarizs

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

2016
Full tirmse 55
Contract workers 339

2015
71
218

TAXATION

{a) Taxation is based on profit for the year adjusted for taxation purposes and comprises

income  tax at 25% (2015 = 25%,).

2016 2015
$ $
Taxation for the year comprises;
Current fax expense 4 019,303 -
Deferred Tax adjustment [ note 22) 8,162 542 -
10,182,245 -

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

2016 2015
3 ]
Grant Funds 2,426 638 -
Gain on exchange 5,497 534 1.442 064
Zainf{loss) on disposal of assets - {389,533)
Dividends received 84,886 19,673
Gain on sale of shares 573,000 S47 476
8,682,058 1.619,680

6. OPERATING PROFIT BEFORE TAXATION

The following iterns have been charged in arrving at oparating profit before taxation:

2016 2015
3 3
Auditors’ remunerabion 1,720,000 1,500,000
Depreciation 37 B85 515 35,631,210
Directors” emoluments - - -
Directors fees 3,543,192 3,031,875
Management remunaration 10,830,768 g 819,600
Faraign exchange gains (5,497 534) (1,442 054)
Staff costs (excluding management remuneration above) 283,202 871 222954 979

HONEY BUN

2016 2015
£ $
Profit bafore laxation 149 743,855 B8, 185,334
Tax calculation @ 25% (2015 - 25%) 37,435,988 17,041,334
Adjustment for difference in treatment of;
Depraciation and capital allowancas (2,770,992 3,190,817

Met effect of other charges for tax purposes (213.815) 296,595

Adjustment for the effect of remission of tax. {30,001,239) (20,328,746)
Employmant Tax Credit (max 30% of tax liability) {430,640) =
Tax charged for the year 4019 303 =
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8. TAXATION (CONTINUED) 9. EARNINGS PER SHARE

{c) Remission of income tax:

By notice dated 13™ August 2009, the Minister of Finance and the Public Service, issued and
gazetted the Income Tax (Jamaica Stock Exchange Junior Market) (Remission) Notice, 2008, The
Motice effectively granted a remission of income tax to eligible companies that were admitted to the
Junior Market of the Jarmaica Stock Exchange (JMJSE) if cartain conditions were achieved after the
date of nitial admission.

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

Years 1105 (1 June 2011-31 May 2018) - 100%
YWears 5-10: {1 June 2016- 31 May 2021) — 50%.

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

Effective 2 Jurne 2018, the 100% tax remizsion for the first five (5) years after listing on the JMJSE
expired and the Company was subject to income tax on 20% of its chargeable income for four (4)
months for the year ended 30 September 2016.

The Company alse accounted for deferred tax using the liability method on tamporary differences
ansing between the fax bases of assels and Babilfies and their carmying amounts in the financial
statements,

Government of Jamaica (GOJ) new taxes

Effective 1 January 2014, the Government of Jamaica enacted new tax measures to change the tax
incentive regimes applicable to varicus industries, Given the current tax position of the Company, as
disclosed in note 8(c) above, these new tax measures have resulted in changes in the income tax and
capital allowance computations but will not materialty affect the Company's tax position until the end of
the tax remission penoed.

Some of these changes are as follows:
= Tax complant entities are ablke to claim up to 30% of employers and employoes” siatutory

confributions (Employment Tax Credit (ETC)) against income tax for the year. Unused ETC | cannot
be carried forward or refunded

« A Minimum Business Tax of 560,000 was enacted, payable in two installments, 15 June and 15

Septearmber of each yvear by registered companies. This tax can ba set-off against income tax liability
for the financial year but cannot be carnied forsard if unused in the respective year.

HONEY BUN

At an Extracrdinary General Meefing held on 28 May 2016, the foallowing resolution was passed;

“Effective 1 June 20158, each ardinary share of the Company is divided into five (5) shares resulting in
the Autherized Share Capital of the Company increasing fram 97,500 000 shares to 487 500,000 shares
of no par value and the issued and fully paid capital of the Company increasing from 54,253,380 shares
to 471,266,950 of ne par value”.

The EPS is computed by dividing the profit for the year by 471266 950 (2015 = 471,266 950), the
number of shares in issue after the stock split outlined above. For the purpose of calculating carnings
per share, the stock split is treated as having taken place on 1 October 2014 and the prior year's EPS
has been restated accordingly.
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10, PROPERTY, PLANT AND EQUIPMENT

2016
Consfructio
fp Bwmdure  Bakery — Compader Bctor Plant & JTotal
_Buidings  *1E Land & Fistures Fixtures Vehicies _Machinery

§ 5 H 5 5 3 § $
Bt cost:
1 Cictober 2045 120,335 555 . BEABLOTE ANMSTH 322MT 12284871 55434570 141443213 400,281,438
Dispoaals
Additicins IBZ6084 12873477 2055857 10847482 1960751 37 4SA6AR 49083547 103,008 596
0 September 206 174 165649 12873477 33071 10271688 428TATES 14245727 TR 258 160536760 5123004024
Depreciation:
1 Octaber 2045 T.981 805 . - ASATE4S 16488240 A30D129 POS08747  BASTOEI? 130518178
Charge for the year 3051 045 B7T2518 8230718 1538006 13328735 13132494 37850518
0 Seplember 2016 11,033 550 - - 47380351 JRTOTGES  9B4S7IS A7 EPS 4B  VT.TUAA06 188 375 EN2
Met baok value
30 Soptomber 2018 113132000 12973477 30,342,071 011,337 20,1 1 4400 7T 112 074 732

During the yeur ended 30 Septamber 2000, e freehold land and Bulding was rvalued by the Directors ol rmarkel valos. The Fland ard
Mlachinary wans révalued as af 12 April 2010 by Delane Resd & Associates Lirfted, Apprasedss, Engnesrs and Managerman! Consullants al fair
Marked Valse-Instalied The Company’s plant and machinery acquinred from a company in Bquidation ad fine Sabe values weso indially eoondod ot
cost burt subsequently revalsed as noted. The surplus arising on the revahiation of the building and plant and machinery during 2010, weare
crediled fo capital resares (Mote 20). The Drectors are of the opinion that tho fooed assels reprosent thoir camying amounts as af 30
Septernber 2018,

HONEY BUN

HONEY BUM (1882) LIMITED
Motes to the Financial Statements
30 September 2016
10. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)
2015
Ewrnitge  Bakery — Compader Mator Plant & Total
_Buildings =~ Land 2~ SFixtures Fixtwes = =020 \Aahiclgs  Machinery
5 i ] k] i i i i
af cost:
1 October 2014 138,501,927 20872340 6532800 2841853 10302851 52776482 135586280 304,889,300
Dispasals {1,541 608 - - - = (38 N3 - (E,383.521)
Raclassification (18.465.731) 18,489,731 . . - -
Additions B48, 068 - 1682941 3IBM4676 1982120  5.500,000 4856944 19685840
30 Septernber 2016 _ 120339555 39342071 8215741 32231307 12284871 55434570 141443213 409,291,428
Depreciation:
1 Dectaber 2014 4881 085 - 2584 215 10,083 644 7.264 843 21,380 453 52,083 333 88 37T B4E
Disposaks {42 078} - - - (3,450,608 - {3400882)
Charge forthe year 3,042 616 - 1003628 6364586 1044281 11666860 12487278 35631210
30 Seplember 2015 7 881 805 - 3 ERY 843 15,458 240 83008 129 ¥ 508 74T B4 500812 130518176
Net book vabue
30 Zeptermber 2015 112 357 850 38,342 071 4 E27 888 15 763,087 3,875 842 1"5@35.&2:3 7BAr2 B0 27B,775.252
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HONEY BUN (1982) LIMITED
MNotes to the Financial Statements

30 September 2016

11. INVESTMENTS

Investments comprise:

Held to maturity:

Stocks And Securties Ltd. (US3)
Mayberry Investments Ltd. (US5$)
Stocks And Securities Ltd.(JaF)

Victoria Mutual Building Society (US$)
Digicel Group Bond 7.125% 2022 (US$)

Quoted shares: availablefor-sale:

Czeneral Accident Insurance Co. Ltd. shares
Lasco Manufacturing Ltd. shares
Caribbean Cream Ltd. shares

Fan Jamaican Investment Trust Lid. shares
Jarmaica Teas Lid. sharas

Matisnal Commearcial Bank Lid.

The Victoria Mutual Building Society USE investmant is held as collateral against a loan from the said
fimancial institution that was used to acquire a real estate property to expand the operations of the

Company.

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

imvastrmeants.

12. INTANGIBLE ASSETS

Intangible assats in the statement of financial position were detarmined as follows:

Software at cost

Cpening balance: 1 CGclober

Software purchased during year

Closing balance : 30 September
Amortization:

Opening balance: 1 October

Amortization of software at 33 1/3%

Clasing balance: 30 September

Balance: Software at cost, net of amortization

2018 2015
$ $

8217 5,830
39,374 %
581,775 1576713
26,407,492 23,829,859
2,035 362 -
214,088 133,812
2,950,000 1,180,000
4,727,700 1,251,000
1,211,543 314,592
243,372 e
1,075,504 -
39,494 528 28,291,808

2016 2015
$ $
16,087,315 16,097 315
1,479,610 5
17 576,925 16,007 315
14,194,704 10,575,120
1,581,672 3,619,584
15,776,376 14,194,704
1,800 549 1902 611

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

HONEY BUN

13. INVENTORIES

Raw and packaging maternal
Work-in-progress

Sundry aguipmeant sparas
Finished goods

2016 2015
5 $
37,014,300 33,067,348
6,590,368 8,236,560
4,508,352 3,416,026
1,516,942 700,064
49,629,962 45,419,998

The Company has ne major spare parts that may be classfied as plant. property and equipment and
there were no inventory write-downs for the current or the previous year,

14. RECEIWABLES

Trade receivables
Less provision for bad debts

Prepayments
Crther recaivables

2016 2015
$ $

79,189,763 70,238,804
(9,107 544) (7.852,718)
86,082,219 62 386,188
2,502 233 1,121,607
8,737,764 5,372,707
77,412,216 68,880,502

At the end of the year, approximately 544 Million or 58% (2015 - 528 Million or 41%) of the trade
receivable balance was due from the Company's five (5) largest customers, The Company also
holds collateral in the form of cash deposits for several of fts distributors, whose balances are

included in the above amount for trade recenables.

15. CASH AND CASH EQUIVALENTS

Petty cash

Foreign currency accounts:

Foreign currency bank accounts; varicus banks
Local currency accounts:

Current and saving bank accounts ; vanous banks

2016 2015
5 $
261,000 243,000
56,796,875 36,235,097
16,205,511 27,539,528
73,263,386 64,017 625

These bank balances are hald al reputable financial institutions that are relatively stable. Interest
eamed averages between 0% - 3%, depending on the type of account held with the financial
institutions. The exchange rate at the reporting date of the US dollar was J$ 128.27 to 1 USS (2015 -

J§ 119.06 to 1USS)
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16. PAYABLES
20186 2015
$ $ 20. CAPITAL RESERVES
2016 2015
Trade payablas 52 473,337 52 995 296 T T
Gﬂnﬂlﬂl Gﬂnﬂm‘lﬂhn Tﬂ]{ {G{:'T-J 1.29‘4.214 E.ﬂ-ﬂﬂ'.ﬂi? EEI|E|I'IQE h‘ﬂuﬂl‘l‘ rﬂ“wrdl -I Oﬂ@h’&' ?E.?Eﬂ.ﬁﬂﬁ m.%.ﬂ'ﬁ
Accrued staff vacation pay 4,073,077 5338311 Deafarred tax on revaluation at 25%, {17 939,5096) :
Cther payables 12,502 664 2,808,201 Unrealised gain on securities 5552 627 1,810,563
Distributors’ deposits 829,269 918,281 Balance at 30 Septermnber 60 372 556 72 759 535
71,172,561 68,398,911
2018 2015
included in frade payables is an amount of $748 821 (2015 -$6,322 562) payable in foreign currency. Represented by unrealised surplus on revaluations: 2 £
The Directors are of the opinion that payables are fairly stated due to the short term maturity of these Property, plant and equipment - 2009 33,000 33,000
amounts, as they are due within three (3) months of the year end. The directors considered the impact Property, plant and equipment - 2010 50,108,435 50,108,435
of the depreciation of the Jamaican dollar after the end of the financial year immaterial because the Property, plant and equipment - 2010 21 515,949 21615949
foreign currency balance was short term in nature and promptly settied subsegquent to the year end. Deferred tax on revaluation at 25% (17 939 596) &
Unraalised gain on securities: nat accumulated balance 6,553,778 1,001,151
17. DIVIDENDS Balance at 30 September 80,372,566 72,758 535
2016 2015
3 3 The capital reserves represent surplus arising on the revaluation of the Company’s buildings and
Firzt interim 9,425,339 11,310 407 plant and machinery by the Directors along with unrealized gain on securities. Refer to note 10.
Second interim 14,138,009 -
21. LONG TERM LOANS
23,563,348 11,310,407 2018 2015
(] An interim dividend of 10 cents per stock unit, amounting to 9425335 was paid on 4 3 3
January 2016 to shareholders on record at 21 December 2015 relating to the year ended (i) Bank Of Nova Scotia Jamaica Limited 2,166,661 5,880,937
{iiy iﬂﬁelzteni;arjé}i: f3 t tock unit ting to 14,138 009 id on 11 Jul Ul P R T RO ARG Lk ) LA
il interim dividend of 3 cents per stock unit, amounting to 14,138, was paid on uly (i) Sagicor Bank Jamaica Limited ) 15115 240
2016 to sharehold d t 27 J 2016 relating to the nded 30 d e g . P
Eeptenn-b:r ;E:: E:.: ers on record as a une relating year ende (iv) Victoria Mutual Building Society (VMBS) 11,717,121 15,343,120
(i)  An interim dividend of 12 cents per stock unit, amounting to $11,310,407 was paid on 29 13,883,782 51,339,297
May 2015 to shareholders on record as at 15 May 2015 relating to the year ended 30 Less current portion due within 12 months (6.051,314) (8 464 618)
September 2013, ¥ ,B32 468 42 874678

18. BANK OVERDRAFT (i} This loan is repayable on a monthly basis, maturing in November 2017 and attracts interest at

9.95% (2015-9.95%). It is secured by a first and second mortgage over commercial properties
owned by the Company.

(i} This loan is repayable on a monthly basis, maturing in September 2020 and attracts interest at
9%. It 15 secured by a first and second modgage over commercial properties owned by the

The bank overdraft is securad by real astate owned by the Company.

19. SHARE CAPITAL

) 2016 2015 Company. Repaid in full in May 2016
Authornzed g 5 (i) This loan is repayable on monthly basis, maturing in September 2029 and attracts interast at
: 10.5% (2015-10.5%). It is secured by a first mortgage over commercial property which was

487,500,000 (2015 - 97,500,000 ) ordinary shares at no par value purchased in 2014 by the Company. Repaid in full in February 2016

yo i) This is a Victoria Mutual Building Society (WVMBS) share loan which is repayable on a monthly
Slated Gapital. basis, maturing in July 2019 and attracts interest of 6.5% (2015-6.5%). The primary collateral is
lssued and fully paid: a US$ time account baing held with VMBS,
471,266,950 (2015 - 94,253,390) ordinary shares of no par value 46,514,770 46,514,770

At an extracrdinary meeting of the company held on 26 May 2016, a resolution was passed, effective
1 June 2016 that each ordinary share be subdivided into five {5) shares of no par value resulting in
the authorsed share capital increasing to 487 500,000 shares of no par value and the issued and
fully paid capital of the company increasing from 94,253,390 shares to 471,266,850 of no par value.
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22. DEFERRED INCOME TAXES

HONEY BUN (1982) LIMITED
MNotes to the Financial Statements
30 September 2016

23. EXPENSES BY NATURE

Deferred tax represents the potential income tax Bability due as a result of future accelerated
depreciation charges that wall become subject to income tax If they crystallize, No provision was
made for defarred tax during the year ended 30 Saptembar 2015 bacausa the Company was listed
on the JSE Junior Market, effective 3 June 2011 and was relieved from income tax until 31 May
2016{See note 8).

Curing the year ended 30 Seplember 2016, deferred income taxes are calculated in full on
temporany differences under the Babilty method using a principal tax rate of 25%.

Deferred income tax assets and labiltios are offset when there is a legally enforceable right to set
off current tax assels against current tax liabilties. The amount determined after appropriate
offsetting are as follows:

2016 2015
3 k-
Deferred tax Eability 24,102,538 =
24,102,538 -
The movemeant in deferred taxation Is as follows:
2016 2015
3 3
Balance at start of vear - -
Charged to equity for the year 17,935,596 -
Charged to profit & loss for the year 6,162 542 -
Balance at end of year 24,102,538 -
Deferrad taxation is due to the following temporary differencas:
2016 2015
3 3
Revaluation surpluses written back 17,939 556 -
Accrued vacation (1.018,269) -
Decelerated capital allowances T, 181211 -
Balance at end of year 24,102,538 -

Deferrad taxation charged to profit or loss comprises the following temporary differences::

2018 2015
3 E]
Accrued vacation (1,018,269) -
Decelerated capital allowances 7,181,211 =
6,162 942 -

Deferred income tax habilities are recognised as the Company will be subject to income tax on
S50% of its earnings for the next five (3) years, if the Company remains listed an the Junior Market
of the Jamaica Stock Exchange.

HONEY BUN

Tetal direct, administration and other operating expenses:

Cost of inventonies recognized as expense
Distribution costs

Advertizing, marketing and promation

Dhirectors’ fees

Local travel, accommeadation and motor vehicle expenses
Rates, taxes, telephone, fuel and clectricity

Foreign travel and accommaodation

Office, general, printing and stationery

Insurance

Rontal of propery

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

Securty

Staff costs

Depreciation

Amortisabion

General Consurmption Tax - imecoverable
Environmental levy

Chher expenses

2016
s

490,076,043
43,216,354
34,529,192
3,543,192
2,750,046
42 473,818
1,240,918
2 285227
11,778,202
7,600,247
30,976,335
17 521,541
1,750,000
5,552,119
294,033,639
37859515
1,581,672
7,589,390
4,959,835

3870651
1,045,088,028

2015
]

373,011,539
38,042 639
26,300,297
3,031 875

2 491,766
36,082,916
1,271,985

2 148,957
8,508,853
3,314,500
18,550,612
10,813,903
1,500,000
5,087,102
232 774579
35,631,210
3,619,584

5 055,846
4,703,433
813,092 985

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

| as my/our proxy to vote for me/us on my/our behalf at the Annual General Meeting of the Company to be held at 10am on the 8th day of
| February 2017 at Knutsford Court Hotel, 16 Chelsea Avenue, Kingston 5 and at any adjournment thiedesfre this form to be used for/against the
resolutions as follows (unless directed the proxy will vote as he sees fit):

| VOTE FOR OR AGAINST

| No. RESOLUTION DETAILS (tick as appropriate)
I

1. To receive and approve the Report of the Board of Directors and the Audited F |:| Acainst |:|
| Accounts for the nancial year ended September 30, 2016. or gains
| 2 To re-appoint Paul Moses and Charles Heholt , who have retired by rotation in
| ) accordance with the Articles of Incorporation and, being eligible, o er For |:| Against |:|
| themselves for re-election.
| 3 To appoint Yaneek Page, who was appointed as a Director of the Board of thq

' Company since the last Annual General Meeting and, being eligible, o ers For |:| Against |:|

| herself for election.

| 4. To authorize the Board of Directors to x the remuneration of Directors. For |:| Against |:|
I
| 5. To authorize the Board of Directors to x the remuneration of McKenley and

Associates who have consented to continue as the Auditors of the Company. For |:| Against |:|
I
| 6. To approve the interim dividends paid on 4 January, 2016 and 11 July, 2016. ' At

| Signed day of 2016
I Print Name: Signature
| Print Name: Signature
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