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INDEPENDENT AUDITORS’ REPORT

To the Directors of
JAMAICA MORTGAGE BANK

Report on the financial statements

We have audited the financial statements of Jamaica Mortgage Bank (“Bank”), set out on pages 
16 to 64, which comprise the Group and Bank balance sheets as at March 31, 2010, and the 
Group and Bank statements of comprehensive income, changes in equity and cash flows for the 
year then ended, a summary of significant accounting policies and other explanatory notes.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with International Financial Reporting Standards.  This responsibility includes 
designing, implementing and maintaining internal controls relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud 
or error; selecting and consistently applying appropriate accounting policies; and making 
accounting estimates that are reasonable in the circumstances.

Auditors’ Responsibility

Our responsibility is to express an opinion on the financial statements based on our audit.  We 
conducted our audit 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 as to whether or not the financial statements are free from material 
misstatement.

An audit involves performing procedures to obtain audit evidence relating to the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditors’
judgment, including the assessment of the risk of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditors consider 
internal controls relevant to the entity's preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the entity's internal controls. An 
audit also includes evaluating the appropriateness of accounting policies 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 to provide a 
basis for our audit opinion.
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To the Directors of
JAMAICA MORTGAGE BANK

Report on the financial statements (cont’d)

Opinion

In our opinion, the financial statement give a true and fair view of the financial positions of the 
Group and the Bank as at March 31, 2010, and of the Group’s and the Bank’s financial 
performance, changes in equity and cash flows for the year then ended, in accordance with 
International Financial Reporting Standards.

Chartered Accountants
Kingston, Jamaica

September 8, 2010
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JAMAICA MORTGAGE BANK

Balance Sheets
March 31, 2010

Group Bank
Notes 2010 2009 2010 2009

$’000 $’000 $’000 $’000

ASSETS
Cash and cash equivalents:

Short-term deposits 33,292 1,698 33,292 1,698
Resale agreements 4 713,523 720,758 713,523 720,758
Accounts receivable and prepaid expenses 5 134,697 142,254 134,557 142,234
Investments securities 6 297,776 367,211 297,776 367,211
Income tax recoverable 182,970 147,579 182,970 147,579
Interest in subsidiary 7 -     -     136,035 135,739
Loans receivable 8 1,505,049 1,681,470 1,505,049 1,681,470
Land held for development and sale 9 146,640 147,169 146,639 147,168
Employee benefits 10(b) 30,807 22,594 30,807 22,594
Property, plant and equipment 11      53,459    56,118       53,459     56,118

3,098,213 3,286,851 3,234,107 3,422,569

LIABILITIES AND EQUITY

LIABILITIES
Accounts payable and accrued charges 12 193,612 64,419 193,402 64,209
Bonds payable 13 1,500,000 1,500,000 1,500,000 1,500,000
Loan payable to Ministry of Finance
  and the Public Service 14      22,758      27,559      22,758       27,559

1,716,370 1,591,978 1,716,160 1,591,768

EQUITY
Share capital 15 500,000 500,000 500,000 500,000
Reserve fund 16 500,000 500,000 500,000 500,000
Special reserve fund 17 340,083 340,083 340,083 340,083
Retained profits     41,760    354,790    177,864    490,718

1,381,843 1,694,873 1,517,947 1,830,801

3,098,213 3,286,851 3,234,107 3,422,569

The financial statements on pages 16 to 64 were approved for issue by the Board of Directors on
_________________, 2010 and signed on its behalf by:

Chairman
Mr. George Thomas

Director
Mr. Osmond Clarke

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

BALANCE SHEETS

March 31, 2010 
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JAMAICA MORTGAGE BANK

Statements of Comprehensive Income
March 31, 2010

Group Bank
Notes 2010 2009 2010 2009

$’000 $’000 $’000 $’000
REVENUE

Interest from loans 160,655 154,157 160,655 154,157     
Interest from deposits 28,926 49,434 28,926 49,434
Interest from other investments 159,082 115,556    159,082 115,556

Total interest income 348,663 319,147 348,663 319,147

Other income      6,737   35,698       6,497   35,458

355,400 354,845    355,160 354,605

EXPENSES
Staff costs 18 (  79,898) (  75,886) (   79,898) (  75,886)
Provision for impairment 5,8(b) (275,332) (251,958) (   275,332) (251,958)
Other administrative and general expenses (  50,948) (  69,828) (   50,532) (  68,683)
Finance costs:

Interest on bonds (256,211) (253,086) (   256,211) (253,086)
Interest on loans (    6,041) (  2,600) (       6,041) (  2,600)

(668,430) (653,358) (   668,014) (652,213)

Loss before taxation 19 (313,030) (298,513) (   312,854) (297,608)

Income tax 20        -        70,890        -        70,890

Loss being total comprehensive income for the year (313,030) (227,623) (   312,854) (226,718)

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

Statements of Changes in Equity
Year ended March 31, 2010

Group

Special
Share Reserve reserve Retained
capital fund fund profits Total

(Note 15) (Note 16) (Note 17)
$’000 $’000 $’000 $’000 $’000

Balances at March 31, 2008 500,000 500,000 340,083 582,413 1,922,496

Loss being total comprehensive
losses for the year - - - (227,623) ( 227,623)

Balances at March 31, 2009 500,000 500,000 340,083 354,790 1,694,873

Loss, being total comprehensive
income for the year - - - (313,030) ( 313,030)

Balances at March 31, 2010 500,000 500,000 340,083 41,760 1,381,843

Bank

Special
Share Reserve reserve Retained
capital fund fund profits Total

(Note 15 (Note 16) (Note 17)
$’000 $’000 $’000 $’000 $’000

Balances at March 31, 2008 500,000 500,000 340,083 717,436 2,057,519

Loss being total comprehensive
losses for the year - - - (226,718) ( 226,718)

Balances at March 31, 2009 500,000 500,000 340,083 490,718 1,830,801

Loss, being total comprehensive
income for the year - - - (312,854) ( 312,854)

Balances at March 31, 2010 500,000 500,000 340,083 177,864 1,517,947

The accompanying notes form an integral part of the financial statements. 5
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JAMAICA MORTGAGE BANK

Statement of Group Cash Flows
Year ended March 31, 2010

Notes 2010 2009
$’000 $’000

Cash flows from operating activities
Loss for the year (313,030) (   227,623)
Adjustments to reconcile loss for the year 

to net cash provided by operating activities:
Depreciation 11 4,853 4,636
Provision for impairment losses on loans and 
   other receivables 5,8(b) 275,332 251,958
Gain on sales of land (    2,598) -    
Deferred taxation 20 -     (     70,890)
Unrealised gain on foreign exchange (    1,851) (     16,561)
Unrealised loss on foreign exchange 880 -   
Employee benefits (   8,213) (       6,108)

(  44,627) (    64,588)
Interest income (348,663) (   319,147)
Interest expense 262,252    255,684

(131,038) (   128,051)

(Increase)/decrease in operating assets:
Accounts receivable and prepaid expenses (  85,900) (     64,076)
Income tax recoverable (  35,391) (   41,284)
Loans receivable   26,421 185,959

(Decrease)/increase in operating liabilities:
Accounts payable and accrued charges 145,901 8,189
Loan payable to Ministry of Finance (    4,801) (       4,767)

Interest received 317,759 368,240
Interest paid (278,960) (   271,066)

Net cash (used)/provided by operating activities (  46,009)      53,144

Cash flows from investing activities
Resale agreements 7,235 232,724
Investment securities 69,435 (   285,708)
Proceeds of disposal of land held for development and sale 3,127 -     
Additions to property, plant and equipment 11 (    2,194) (          974)

Net cash provided/(used) by investing activities   77,603 (     53,958)
Cash flows from financing activities

Issue of bearer bonds -     1,000,000
Redemption of bearer bonds        -     (1,000,000)

Net cash provided by financing activities        -             -      

Net increase/(decrease) in cash and cash equivalents 31,594 (          814)

Cash and cash equivalents at beginning of year     1,698        2,512

Cash and cash equivalents at end of year   33,292        1,698

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

Statement of Bank Cash Flows
Year ended March 31, 2010

Notes 2010 2009
$’000 $’000

Cash flows from operating activities
Loss for the year (312,854) (  226,718)
Adjustments to reconcile loss for the year 

to net cash provided by operating activities:
Depreciation 11 4,853 4,625
Provision for impairment losses on loans and 
   other receivables 5,8(b) 275,332 251,958
Gain on sale of land (    2,598) -     
Deferred taxation 20 -    (     70,890)
Unrealised gain on foreign exchange (    1,851) (     16,561)
Unrealise loss on foreign exchange 880 -     
Employee benefits (    8,213) (      6,108)

(  44,451) (    63,694)
Interest income (348,663) (   319,147)
Interest expense 262,252    255,684

(130,862) (   127,157)

(Increase)/decrease in operating assets:
Accounts receivable and prepaid expenses (  85,780) (     64,056)
Income tax recoverable (  35,391) (     41,284)
Loans receivable   26,421 185,959

Increase/(decrease) in operating liabilities:
Accounts payable and accrued charges 145,901 8,169
Loan payable to Ministry of Finance (  4,801) (       4,767)

Interest received 317,759 368,240
Interest paid (278,960) (   271,067)

Net cash (used)/provided by operating activities (  45,713)     54,037

Cash flows from investing activities
Resale agreements 7,235 232,724
Investment securities 69,435 ( 285,708)
Interest in subsidiary (       296) (          893)
Proceeds of disposal of land for development and sale 3,127 -     
Additions to property, plant and equipment 11 (  2,194) (          974)

Net cash provided/(used) by investing activities   77,307 (    54,851)

Cash flows from financing activities
Issue of bearer bonds -    1,000,000
Redemption of bearer bonds         -    (1,000,000)

Net cash provided by financing activities         -             -      

Net increase/decrease in cash and cash equivalents 31,594 (          814)

Cash and cash equivalents at beginning of year     1,698        2,512

Cash and cash equivalents at end of year   33,292        1,698

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

Notes to the Financial Statements
March 31, 2010

1. Identification

(a) The Jamaica Mortgage Bank (“Bank”) was incorporated on June 15, 1973 under the 
Jamaica Mortgage Bank Act 1973 as a body corporate, subject to the provisions of 
Section 28 of the Interpretation Act 1968, and is wholly-owned by the Government of 
Jamaica.  The Bank is domiciled in Jamaica and its registered office is located at 33 
Tobago Avenue, Kingston 5, Jamaica, which is its principal place of business.

(b) The Bank has a wholly-owned subsidiary, JMB Developments Limited, whose stated 
principal activity is carrying on the business of residential, commercial and industrial real 
estate development. However, this company is currently inactive.

(c) By virtue of the Jamaica Mortgage Bank Act 1973, the Bank may:

[i] lend money on mortgage and carry out any other transaction involving mortgages;

[ii] lend money on security to be used for the construction of premises for private 
residential purposes or of a commercial or industrial nature;

[iii] guarantee loans from private investment sources for building development;

[iv] furnish financial advice and provide or assist in obtaining managerial, technical and 
administrative services for persons engaged in building and development in Jamaica; 
and

[v] sell investments of whatever kind belonging to the Bank, as and when appropriate.

The present activities of the Bank are the:

• mobilization and disbursement, on a wholesale basis, of loan funds to finance 
housing development in Jamaica; and

• administration of, including investment management for the Government of 
Jamaica (GOJ) mortgage insurance fund.

2. Statement of compliance and basis of preparation 

(a) Statement of compliance:

The financial statements are prepared in accordance with International Financial 
Reporting Standards (IFRS).

New and revised standards and interpretations that became effective during the 
year:

In preparing these financial statements, the Group adopted the standards and 
interpretations which became effective during the year, none of which had any 
significant impact on the financial statements, viz:

• IAS 23 (Amendment), Borrowing Costs requires an entity to capitalise borrowing 
costs directly attributable to the acquisition, construction or production of a 
qualifying asset (i.e., one that takes a substantial period of time to get ready for use 
or sale) as part of the cost of that asset.  The option of immediately expensing those 
borrowing costs will be removed.  The definition of borrowing costs has been 
amended so that interest expense is calculated using the effective interest method 
defined in IAS 39.  
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JAMAICA MORTGAGE BANK

Notes to the Financial Statements
March 31, 2010

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

(a) Statement of compliance (cont’d):

New and revised standards and interpretations that became effective during the 
year: (cont’d)

• IAS 1 (Revised), Presentation of Financial Statements and IAS 1 (Amendment), 
Presentation of Financial Statements requires recognised income and expenses to 
be presented in a single statement (a statement of comprehensive income) or in two 
statements (an income statement and a statement of comprehensive income), 
separately from owner changes in equity. Components of other comprehensive 
income may not be presented in the statement of changes in equity.  Both the 
statement of comprehensive income and the statement of changes in equity are to 
be included as primary statements and the balance sheet will be referred to as the 
‘statement of financial position’ and the cash flow statement is referred to as the 
‘statement of cash flows’.  The Group will be required to disclose the income tax 
related to each component of other comprehensive income either in the statement 
of comprehensive income or in the notes.  Entities should present a statement of 
financial position (that is, a balance sheet) as at the beginning of the earliest 
comparative period when an entity applies an accounting policy retrospectively or 
makes a retrospective restatement or reclassifies items in the financial statements.
The standard also clarifies that some rather than all financial assets and liabilities 
classified as held for trading in accordance with IAS 39 are examples of current 
assets and liabilities, respectively. The Group has adopted a single statement of 
comprehensive income.

• IAS 32 (Amendment), Financial Instruments: Presentation and IAS 1 
(Amendment), Presentation of Financial Statements – Puttable Financial 
Instruments and Obligations Arising on Liquidation. These amendments introduce 
a limited exception to the principles in IAS 32 for certain puttable financial 
instruments and certain instruments containing obligations arising on liquidation. 
Where such instruments meet the strict criteria set out in the amendment, they are 
classified as equity, rather than as financial liabilities, despite the contractual 
obligation to deliver cash or another financial asset. IAS 32 also prohibits 
designating inflation as a hedgeable component of a fixed rate debt.  

• IAS 36 (Amendment), Impairment of Assets,  This amendment requires that where 
fair value less costs to sell is calculated on the basis of discounted cash flows, 
disclosures equivalent to those for value-in-use calculations should be made.

• IAS 38 (Amendment), Intangible Assets, This amendment states that an asset may 
only be recognised in the event that payment has been made in advance of 
obtaining right of access to goods or receipt of services. It has also deleted wording 
that states that there is ‘rarely, if ever’ support for use of a method that results in a 
lower rate of amortisation than the straight line method. 
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JAMAICA MORTGAGE BANK

Notes to the Financial Statements (Continued)
March 31, 2010

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

(a) Statement of compliance (cont’d):

New and revised standards and interpretations that became effective during the 
year: (cont’d)

• IAS 39 (Amendment), Financial Instruments: Recognition and Measurement, This
clarifies that it is possible for there to be movements into and out of the fair value 
through profit or loss category where a derivative commences or ceases to qualify 
as a hedging instrument in cash flow or net investment hedge; or financial assets 
are reclassified following a change in policy by an insurance company in 
accordance with IFRS 4. It also amends the definition of financial asset or financial 
liability at fair value through profit or loss as it relates to items that are held for 
trading. It clarifies that a financial asset or liability that is part of a portfolio of 
financial instruments managed together with evidence of an actual recent pattern of 
short-term profit-taking is included in such a portfolio on initial recognition.   It 
also removes a segment as an example of what may be considered a party external 
to the reporting entity.  When re-measuring the carrying amount of a debt 
instrument on cessation of fair value hedge accounting, the amendment clarifies 
that a revised effective interest rate (calculated at the date fair value hedge 
accounting ceases) are used.

• Amendments to IFRS 7 Financial Instruments: Disclosures require enhanced 
disclosures in respect of two aspects: disclosures over fair value measurement for 
financial instruments specifically in relation to disclosures over the inputs used in 
valuation techniques and the uncertainty associated with such valuations; and 
improving disclosures over liquidity risk, to address current diversity in practice.  
The additional disclosures are shown in note 22.

New and revised standards and interpretations that are not yet effective:

At the date of authorisation of the financial statements, there were certain new standards, 
amendments to standards, and interpretations which were in issue but were not yet 
effective, and not adopted early, and have therefore not been applied in preparing these 
financial statements.  Those which management considers may have an impact on the 
financial statements or are relevant are as follows:

• IAS 27 (Revised), Consolidated and Separate Financial Statements, is effective for 
annual reporting periods beginning on or after January 1, 2010. IAS 27 requires 
the effects of all transactions with non-controlling interests to be recorded in equity 
if there is no change in control and these transactions will no longer result in 
goodwill or gains and losses. It further specifies the accounting when control is 
lost, requiring that any remaining interest in the entity be re-measured to fair value, 
and a gain or loss be recognised in profit or loss.  The amendment is not expected 
to have any impact on the financial statements of the Group.
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JAMAICA MORTGAGE BANK

Notes to the Financial Statements (Continued)
March 31, 2010

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

(a) Statement of compliance (cont’d):

New and revised standards and interpretations that are not yet effective (cont’d):

• IFRS 3 (Revised), Business Combinations, is effective for annual reporting periods 
beginning on or after January 1, 2010.  The amendment continues to apply the 
acquisition method to business combinations, with some significant changes. It 
requires that all payments to purchase a business are recorded at fair value at the 
acquisition date, with contingent payments classified as debt, subsequently re-
measured through profit or loss.  There is a choice on an acquisition-by-acquisition 
basis to measure the non-controlling interest in the acquiree either at fair value or at 
the non-controlling interest’s proportionate share of the acquiree’s net assets. All 
acquisition-related costs should be expensed. The amendment is not expected to 
have any impact on the financial statements of the Group.

• IFRIC 17, Distribution of Non-Cash Assets to Owners, is effective for annual 
reporting periods beginning on or after January 1, 2010.  IFRIC 17 states that a
dividend payable should be recognised when appropriately authorised and no 
longer at the entity’s discretion.  Where an owner has a choice of a dividend of a 
non-cash asset or cash, the dividend payable is estimated considering both the fair 
value and probability of the owners selecting each option.  The dividend payable is 
measured at the fair value of the net assets to be distributed. The difference 
between fair value of the dividend paid and the carrying amount of the net assets 
distributed is recognised in profit or loss.  The amendment is not expected to have 
any impact on the financial statements of the Group.

• IFRS 5 (Amendment), Non-current Assets Held-for-sale and Discontinued 
Operations (and consequential amendment to IFRS 1, ‘First-time adoption’) is
effective for annual reporting periods beginning on or after January 1, 2010. The 
amendment requires that all of a subsidiary’s assets and liabilities are classified as 
held for sale if a partial disposal sale plan results in loss of control.  If such a
subsidiary is a disposal group meeting the definition of a discontinued operation, 
the relevant disclosures should be made.  The amendment is not expected to have 
any impact on the financial statements of the Group.

• IAS 19 (Amendment), Employee Benefits, is effective for annual reporting periods 
beginning on or after January 1, 2010.  The amendment states that a plan 
amendment that results in a change in the extent to which benefit promises are 
affected by future salary increases is a curtailment, while an amendment that 
changes benefits attributable to past service gives rise to a negative past service 
cost if it results in a reduction in the present value of the defined benefit obligation.  
It amends the definition of return on plan assets to state that plan administration 
costs be deducted in the calculation of return on plan assets only to the extent that 
such costs have been excluded from measurement of the defined benefit obligation.  
It also makes the distinction between short term and long term employee benefits 
which is now based on whether benefits are due to be settled within or after 12 
months of employee service being rendered. The amendment provides further 
guidance that states that IAS 37, ‘Provisions, Contingent Liabilities and Contingent 
Assets’ requires contingent liabilities to be recognised.  The Group will apply this 
amendment from April 1, 2010.
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JAMAICA MORTGAGE BANK

Notes to the Financial Statements (Continued)
March 31, 2010

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

(a) Statement of compliance (cont’d):

New and revised standards and interpretations that are not yet effective (cont’d):

• IFRS 24, Related Party Disclosures, revised (effective January 1, 2011) introduces 
changes to the related party disclosure requirements for government-related entities 
and amends the definition of a related party.  The standard also expands the list of 
transactions that require disclosure. This amendment is not expected to have any 
significant impact on the Group’s financial statements.

• IFRS 9, Financial Instruments (effective January 1, 2013) introduces new 
requirements for classifying and measuring financial assets.  The standard also 
amends some of the requirements of IFRS 7 Financial Instruments:  Disclosures 
including added disclosures about investments in equity instruments designated as 
fair value through other comprehensive income.  This amendment is not expected 
to have any significant impact on the Group’s financial statements.

(b) Basis of measurement:

These financial statements are prepared on the historical cost basis, modified for the 
revaluation of available-for-sale investment securities.

(c) Functional and presentation currency:

The financial statements are presented in Jamaica dollars, which is the functional 
currency of the Group, and rounded to the nearest thousand, unless otherwise stated.

(d) Critical accounting judgements and key sources of estimation uncertainty:

The preparation of financial statements in conformity with IFRS requires the use of 
certain critical accounting estimates and assumptions.  It also requires management to 
exercise its judgement in the process of applying the Group’s accounting policies.  These 
judgements, estimates and assumptions affect the reported amounts of, and disclosures 
relating to, assets, liabilities, income, expenses, contingent assets and contingent 
liabilities.  Although these estimates are based on management’s best knowledge of 
current events and actions, actual results may differ from those estimates. 

Judgements and estimates are continually evaluated and are based on historical 
experience and other factors, including expectations of future events that are believed to 
be reasonable under the circumstances.  Revisions to accounting estimates are recognised 
in the period in which the estimate is revised and in any future periods affected.

The areas involving a higher degree of judgement or complexity, or areas where 
assumptions and estimates are significant to the financial statements and, therefore, have 
a significant risk of material adjustment in the next year are as follows:
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JAMAICA MORTGAGE BANK

Notes to the Financial Statements (Continued)
March 31, 2010

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

(d) Critical accounting judgements and key sources of estimation uncertainty (cont’d):

(i) Critical judgements in applying the Group’s accounting policies

There are no critical judgements used in applying the Group’s accounting policies 
that have a significant risk of material adjustment in the next financial year.

(ii) Key sources of estimation uncertainty

• Pension and other post-employment benefits:

The amounts recognised in the balance sheets and the statements of 
comprehensive income for pension and other post-employment benefits are 
determined actuarially using several assumptions.  The primary assumptions 
used in determining the amounts recognised include expected long-term return 
on plan assets, and the discount rate used to determine the present value of 
estimated future cash flows required to settle the pension obligations. 

The expected return on plan assets assumed considers the long-term historical 
returns, asset allocation and future estimates of long-term investment returns.  
The discount rate is based on the estimate of yield on long-term government 
securities that have maturity dates approximating the terms of the Bank’s 
obligation; in the absence of such instruments in Jamaica, it has been necessary 
to estimate the rate by extrapolating from the longest-tenor security on the 
market.  Any changes in these assumptions will impact the amounts recorded in 
the financial statements for these obligations.

• Allowance for loan losses:

In determining amounts recorded for impairment of loans in the financial 
statements, management makes judgements regarding indicators of impairment, 
that is, whether there are indicators that suggest there may be a measurable 
decrease in the estimated future cash flows from loans, for example, repayment 
default and adverse economic conditions.  Management also makes estimates 
of the likely estimated future cash flows from impaired loans as well as the 
timing of such cash flows.  These are done for individually significant loans.  
In a portfolio of loans that are not individually significant, indicators of 
impairment may not be observable on individual loans.  In such a case the 
amount, if any, to be recorded for impairment is determined by applying 
factors, such as historical loss experience, to the portfolio, provided the loans 
in the portfolio have similar characteristics such as credit risks.

It is reasonably possible that outcomes within the next financial year that are different 
from the assumptions used could require a material adjustment to the carrying amounts 
reflected in the financial statements.
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3. Significant accounting policies

(a) Revenue recognition:

(i) Interest income

Interest income is recognised in the statement of comprehensive income for all
interest earning instruments on the accrual basis using the effective interest method.  
The effective interest rate is the rate that exactly discounts the estimated future cash 
receipts through the expected life of the financial asset (or, where appropriate, a 
shorter period) to the carrying amount of the financial asset.  The effective interest 
rate is established on initial recognition of the financial asset or liability and is not 
revised subsequently.  Interest income includes coupons earned on fixed income 
investments, accretion of discount on instruments purchased at a discount, and 
amortization of premium on instruments purchased at a premium.

When interest-earning financial assets are impaired, they are written down to their 
recoverable amounts and interest income is thereafter recognised based on the rate 
of interest that was used to discount the future cash flows for the purpose of 
measuring the recoverable amount.

(ii) Other income

Other income includes commitment fees, which are recognised in the statement of 
comprehensive income when the applicant for credit accepts the terms of the credit 
in writing.  Other amounts included in other income are generally recognised on 
the accrual basis.

(b) Interest expense:

Interest expense is recognised in the statement of comprehensive income on the accrual 
basis using the effective interest method.  The effective interest rate is the rate that 
exactly discounts the estimated future cash payments through the expected life of the 
financial liability to the carrying amount of the financial liability.  The effective interest 
rate is established on initial recognition of the financial liability and is not revised 
subsequently.  Interest expense includes coupons paid on fixed rate instruments and 
accretion of discount or amortization of premium on instruments issued at other than par.

(c) Financial assets and liabilities:

(i) Recognition

The Group initially recognises loans receivable and debt securities issued on the 
date that they are originated.  All other financial assets and liabilities are initially 
recognised on the trade date – the date on which the Group becomes a party to the 
contractual provisions of the instrument.
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3. Significant accounting policies (cont’d)

(c) Financial assets and liabilities (cont’d):

(ii) Derecognition

The Group derecognises a financial asset when its contractual rights to the cash 
flows from the assets expire, or it transfers the rights to receive the contractual cash 
flows on the financial asset in a transaction in which all the risks and rewards of 
ownership of the financial asset are transferred.  Any interest in the financial assets 
that is created or retained by the Group is recognised as a separate asset or liability.

The Group also derecognises certain assets when it charges off balances pertaining 
to the assets deemed to be uncollectible.

The Group derecognises a financial liability when its contractual obligations are 
discharged or cancelled or expire.

(iii) Amortised cost

The amortised cost of a financial asset or liability is the amount at which the 
financial asset or liability is measured at initial recognition, minus principal 
repayments, plus or minus the cumulative amortisation using the effective interest 
method of any difference between the initial amount recognised and the maturity 
amount, minus any reduction for impairment.

(iv) Fair value measurement

The determination of fair values of financial assets and financial liabilities is based 
on quoted market prices or dealer price quotations for financial instruments traded 
in active markets.  For all other financial instruments, fair value is determined 
using valuation techniques.  The Group generally uses net present value techniques 
or the discounted cash flow method.

(v) Identification and measurement of impairment:

At each balance sheet date the Group assesses whether there is objective evidence 
that financial assets not carried at fair value through profit or loss are impaired.  
Financial assets are impaired when objective evidence demonstrates that a loss 
event has occurred after the initial recognition of the asset, and that the loss event 
has an adverse impact on the future cash flows of the asset that can be estimated 
reliably.

The Group considers evidence of impairment at both the specific asset and 
collective level.  All individually significant financial assets are assessed for 
specific impairment.  All significant assets found not to be specifically impaired are 
then collectively assessed for any impairment that has been incurred but not yet 
identified.  Assets that are not individually significant are then collectively assessed 
for impairment by grouping together financial assets (carried at amortised cost) 
with similar risk characteristics.

JAMAICA MORTGAGE BANK
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3. Significant accounting policies (cont’d)

(c) Financial assets and liabilities (cont’d):

(v) Identification and measurement of impairment (cont’d):

Objective evidence that financial assets (including equity securities) are impaired 
can include default or delinquency by a borrower, restructuring of a loan or 
advance by the Group on terms that the Group would not otherwise consider, 
indications that a borrower or issuer will enter bankruptcy, the disappearance of an 
active market for a security, or other observable data relating to a group of assets 
such as adverse changes in payment status of borrowers or issuers in the group, or 
economic conditions that correlate with defaults in the group.  

In assessing collective impairment, the Group uses historical experience relating to 
defaults, timing of recoveries and the amount of loss incurred, adjusted for 
management’s judgement as to whether current economic and credit conditions are 
such that actual losses are likely to be greater or less than suggested by historical 
experience.  

Impairment losses on assets carried at amortised cost are measured as the difference 
between the carrying amount of the financial assets and the present value of 
estimated cash flows discounted at the asset’s original effective interest rate.  
Losses are recognised in profit or loss and reflected in an allowance account 
against the financial asset.  Interest on the impaired asset continues to be 
recognised through the unwinding of the discount.

When a subsequent event causes the amount of the impairment loss to decrease, the 
impairment loss is reversed through profit or loss.

(d) Investment securities:

Investment securities are initially measured at fair value plus incremental direct 
transaction costs and subsequently accounted for on the basis of their classification as 
loans and receivables, held-to-maturity, fair value through profit or loss, or available-for-
sale.

All of the Group’s investment securities are designated as loans and receivables [see note 
3(e)].

(e) Loans and receivables:

Loans and receivables are non-derivative financial assets with fixed or determinable 
payments that are not quoted in an active market and that the Group does not intend to 
sell immediately or in the near term.

Loans and advances are initially measured at fair value plus incremental direct 
transaction costs, and subsequently measured at their amortised cost using the effective 
interest method.
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3. Significant accounting policies (cont’d)

(f) Resale agreements:

Securities purchased under agreements to resell them on a specified future date and at a
specified price (“resale agreements”) are accounted for as short-term collateralised 
lending, classified as loans and receivables [see note 3(e)], and the underlying asset is not 
recognised in the Group’s financial statements. The difference between the purchase 
price and the amount receivable on resale is recognised as interest income over the term 
of the agreement using the effective interest method.  It is the policy of the Group to 
obtain possession of collateral with a market value equal to, or in excess of, the principal 
amount loaned and interest to be earned.

(g) Consolidation:

The consolidated financial statements combine the financial position, results of 
operations and cash flows of the Bank and its wholly-owned subsidiary (note 7), made up 
to March 31, 2010, after eliminating all material intra-group amounts.

The Bank and its subsidiary are collectively referred to as “Group”.

(h) Property, plant and equipment and depreciation:

(i) Property, plant and equipment are stated at cost, less accumulated depreciation and, 
if any, impairment losses.

(ii) Property, plant and equipment, with the exception of freehold land, on which no 
depreciation is provided, are depreciated on the straight-line basis at annual rates, 
to write down the assets to their estimated residual values at the end of their 
expected useful lives. Leasehold improvements are depreciated over the shorter of 
the period of the lease and their expected useful lives.  The depreciation rates are as 
follows:

Freehold buildings 2.5%
Furniture, fixtures and office equipment 10% & 25%
Leasehold improvements 10%
Motor vehicles 20%

(i) Foreign currencies:

Foreign currency balances at the balance sheet date are translated at the rates of exchange 
ruling at that date.

Transactions in foreign currencies are converted at the rates of exchange ruling at the 
dates of those transactions.

Gains and losses arising from fluctuations in exchange rates are included in the income 
statement.
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3. Significant accounting policies (cont’d)

(j) Income tax:

Income tax on the profit or loss for the year comprises current and deferred tax.  Income 
tax is recognised in the statement of comprehensive income to the extent that it relates to 
items recognised directly to equity, in which case it is recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates 
enacted at the balance sheet date, and any adjustment to tax payable in respect of 
previous years.

Deferred tax is provided using the balance sheet liability method, providing for 
temporary differences between the carrying amounts of assets and liabilities for financial 
reporting purposes and the amounts used for taxation purposes.  The amount of deferred 
tax provided is based on the expected manner of realisation or settlement of the carrying 
amount of assets and liabilities, using tax rates enacted at the balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable 
profits will be available against which the asset can be utilised.  Deferred tax assets are 
reduced to the extent that it is no longer probable that the related tax benefit will be 
realised.

(k) Employee benefits:

Employee benefits are all forms of consideration given by the Group in exchange for 
service rendered by employees.  These include current or short-term benefits such as 
salaries, bonuses, NIS contributions, annual vacation and sick leave, and non-monetary 
benefits such as medical care and housing; post-employment benefits such as pensions; 
and other long-term employee benefits such as termination benefits.

(i) Employee benefits that are earned as a result of past or current service are 
recognised in the following manner: Short-term employee benefits are recognised 
as a liability, net of payments made, and charged as expense.  The expected cost of 
vacation leave that accumulates is recognised when the employee becomes entitled
to the leave.  Post-employment benefits are accounted for as described below.

(ii) The effect on the financial statements of the undertaking to provide post-
employment benefits, comprising pensions, are actuarially determined by a 
qualified independent actuary, appointed by management.  The appointed actuary’s 
report outlines the scope of the valuation and the actuary’s opinion.  The actuarial 
valuations are conducted in accordance with IAS 19, and the financial statements 
reflect the Group’s and Bank’s post-employment benefit asset and obligation as 
computed by the actuary.  In carrying out their audit, the auditors rely on the 
actuary’s report.

31
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3. Significant accounting policies (cont’d)

(k) Employee benefits (cont’d):

(ii) (cont’d)

The Group operates a defined-benefit pension plan which is required to be funded 
(note 10).  The Group’s net obligation in respect of the plan is calculated by 
estimating the amount of future benefits that employees have earned in return for 
their service in the current and prior periods; that value is discounted to determine 
the present value, and the fair value of any plan assets is deducted.  The discount 
rate is determined by reference to the yield at the balance sheet date on long-term 
government bonds of maturities approximating the terms of the Group’s obligation.  
The calculation is performed by a qualified actuary using the projected unit credit 
method.

When the benefits of the plan are improved, the portion of the increased benefit 
relating to past service by employees is recognised as an expense in the Group 
statement of comprehensive income on the straight-line basis over the average 
period until the benefits become vested.  To the extent that the benefits are vested 
immediately, the expense is recognised immediately in the statement of 
comprehensive income.

To the extent that any cumulative unrecognised actuarial gain or loss exceeds ten 
percent of the greater of the present value of the defined benefit obligation and the 
fair value of plan assets, that portion is recognised in the statement of 
comprehensive income over a period representing the average remaining working 
lives of staff members in the plan.

Where the calculation results in a pension surplus to the Group, the recognised 
asset is limited to the present value of any future refunds from the plan or 
reductions in future contributions to the plan, less any unrecognised actuarial losses 
and past service costs.

(l) Impairment of non-financial assets:

The carrying amounts of the Group’s non-financial assets, other than investment property 
and deferred tax assets, are reviewed at each balance sheet date to determine whether 
there is any indication of impairment.  If any such indication exists, the assets’ 
recoverable amounts are estimated.  An impairment loss is recognised whenever the 
carrying amount of an asset or its cash-generating unit exceeds its recoverable amount.  
Impairment losses are recognised in the income statement of comprehensive income.

(i) Calculation of recoverable amount

The recoverable amount of the asset or its cash-generating units is the greater of its 
net selling price and value in use.  In assessing value in use, the estimated future 
cash flows are discounted to their present value using a pre-tax discount rate that 
reflects current market assessments of the time value of money and the risks 
specific to the asset.  For an asset that does not generate largely independent cash 
inflows, the recoverable amount is determined for the cash-generating unit to which 
the asset belongs.
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3. Significant accounting policies (cont’d)

(l) Impairment of non-financial assets (cont’d):

(ii) Reversals of impairment

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

(m) Investment in subsidiary:

The Bank’s investment in its subsidiary is stated at cost.

(n) Land held for development and sale:

Land held for development and sale is shown at the lower of cost and net realisable value.

(o) Cash and cash equivalents:

Cash comprises cash in hand and demand and call deposits with banks.  Cash equivalents 
are short-term, highly liquid investments that are readily convertible to known amounts 
of cash, are subject to an insignificant risk of changes in value, and are held for the 
purpose of meeting short-term cash commitments rather than for investment or other 
purposes.

Bank overdrafts that are repayable on demand and form an integral part of the Group’s 
cash management are included as a component of cash and cash equivalents for the 
purpose of the statement of cash flows.

(p) Investment properties:

Investment properties are carried at cost less impairment losses.

4. Resale agreements

At March 31, 2010, securities obtained and held under resale agreements had a fair value of 
$731,802,000 (2009: $636,453,000) for the Group and the Bank. 
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5. Accounts receivable and prepaid expenses

Group Bank

2010 2009 2010 2009
$’000 $’000 $’000 $’000

Accrued interest on loans receivable 34,019 10,100 34,019 10,100
Accrued interest on deposits and investments 7,523 39,082 7,523 39,082

41,542 49,182 41,542 49,182

Other receivables and prepaid expenses 96,501 96,418 96,361 96,398
Provision for impairment ( 3,346) ( 3,346) ( 3,346) ( 3,346)

93,155 93,072 93,015 93,052

134,697 142,254 134,557 142,234

Under the terms of an agreement, the Bank offsets the amount of principal and interest on the 
loan payable to the Ministry of Finance (note 14) which falls due during the year under review, 
against the amount of principal and interest on the loan receivable from the Ministry of Water 
and Housing [note 8(c)] which fall due during the year under review, with the net amount being 
(receivable from)/payable to the Ministry of Finance and the Public Service.  The accumulated 
net effect of the offset is a receivable from the Ministry of Finance and the Public Service of 
$29,391,000 (2009: $21,774,000), which is included in other receivables (above), made up 
substantially as follows:

Group and Bank

2010 2009
$’000 $’000

Balance with Ministry of Finance and the Public service:

Amount receivable at beginning of year (21,774) (14,614)
Current year portion of amount due to

Ministry of Finance - Principal (see note 14) 4,801 4,767
- Interest 2,543 3,012
- Other 108 130

7,452 7,909

(14,322) (  6,705)
Current year portion of amount due from

Ministry of Water and Housing [note 8(c)] (15,069) (15,069)

Net amount receivable from the Ministry of Finance and the
Public service at end of year (29,391) (21,774)
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6. Investment securities
Group and Bank
2010 2009
$’000 $’000

Bank of Jamaica Certificates of Deposit - 39,587

Government of Jamaica securities:
Investment bond 2008/2009 Series AP - 19,139
Investment bond 2010/2011 Series AU - 20,000
Investment bond 2010/2011 Series Bb - 25,255
Investment bond 2010/2011 Series Be - 15,670
Investment bond 2010 Series Bg - 14,309
Investment bond 2010 Series Bk - 23,251
Investment bond 2012/2013 Series Aw - 100,000
GOJ Fixed rate Investment notes 193,676 -
GOJ Fixed rate Treasury bonds 27,100 -

AIC Barbados Bonds 77,000 110,000

297,776 367,211

7. Interest in subsidiary

Bank
2010 2009
$’000 $’000

Ordinary shares * - -
Long-term loan 136,035 135,739

136,035 135,739

* - Because of rounding to the nearest thousand, the carrying value of ordinary shares in the 
amount of $2 is not reflected.

On January 5, 1999, the Bank formed a wholly-owned subsidiary, JMB Developments Limited, 
(“JMBD”) to carry on the business of residential, commercial and industrial real estate 
development.  On July 5, 1999, the subsidiary commenced operations; however, it is currently 
inactive.

The long-term loan, which represents draw-downs under a $250,000,000 facility, should have 
been repaid over the 5 years ended March 31, 2006, after a moratorium of 24 months on 
principal.  The balance shown includes past-due amount of $136,035,000 (2009:
$135,739,000). The loan is interest-free.  It is supported by a promissory note and is to be 
secured on land owned by the subsidiary.
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8. Loans receivable
Group and Bank

2010 2009
$’000 $’000

Construction loans – non-governmental borrowers [see (a) below] 1,901,277 1,798,801
Accrued interest capitalized 465,366 425,066

2,366,643 2,223,867

Less:  Allowance for impairment losses [see (b) below] (1,146,764) ( 872,453)

1,219,879 1,351,414

Construction loans – Ministry of Environment and Housing
[see (c) below] 39,323 48,375

Mortgages [see (d) below] - Staff 22,207 24,305
- Other 223,640 257,376

1,505,049 1,681,470

(a) Construction loans are secured and carry varying interest rates.  The loans are 
repayable over periods of 12 to 24 months.

(b) Movement on allowance for impairment losses on loans:

Group and Bank
2010 2009
$’000 $’000

At beginning of year 872,453 678,900
Charged against revenue during the year 302,074 251,098
Recoveries during the year ( 26,742) ( 2,486)

1,147,785 927,512

Bad debts written off ( 1,021) ( 55,059)

At end of year 1,146,764 872,453

(c) These loans were granted for housing construction.  They are being repaid over periods 
of 15 to 25 years and carry varying interest rates.

(d) The mortgage loans are repayable over periods of 15 to 25 years and carry varying 
interest rates.

9. Land held for development and sale

The amounts represent the cost of several properties acquired by the Group which are being 
held for sale - in some cases, possibly, after development.

(i) The property held by the subsidiary was acquired from the Ministry of Environment and 
Housing for $1,000 on condition that the Ministry shall be beneficially entitled to twenty 
percent (20%), or otherwise to be agreed, of the residential serviced lots or houses 
thereafter developed on each of the properties comprising the said lands, such lots to be 
identified and agreed from time to time by the Ministry and the subsidiary.  The subsidiary 
shall be beneficially entitled to the remaining eighty percent (80%) of such residential 
serviced lots.
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9. Land held for development and sale (cont’d)

The property concerned is “The Reserves” – Non Pariel, with a valuation of $76,850,000.

The property was valued on the open market basis at the amount shown, by Edwin Tulloch-
Reid and Associates in July 2004.

The Board and Management of the Group expect to receive additional lands so as to bring 
the total such lands held to a 2002 valuation of not less than $194 million.

(ii) There are three other properties held by the Bank, as follows:

2010 2009
$’000 $’000

Phoenix Park 81,110 81,110
Mount Gotham 65,000 65,000
Bridge Water 529 1,058

146,639 147,168

(iii) Bank 146,639 147,168
Subsidiary 1 1

Group 146,640 147,169

10. Employee benefits

(a) Retirement pensions are the only post-employment benefits provided by the Group.  For 
this purpose, the Group operates a contributory, defined-benefit pension plan, the assets 
of which are held separately from those of the Group, under the control of trustees.  The 
plan is administered, since August 1993, by a life assurance company.

The plan requires the establishment of a fund which is subject to triennial actuarial 
valuations, carried out by an independent firm of actuaries.  The latest actuarial valuation 
for funding purposes, undertaken as at July 31, 2006, indicated a past service surplus of 
$17.6 million.  The actuaries have recommended that, based on the value of the fund, 
contributions of 7.8% of pensionable salaries should be made by the Bank.  Contributions 
during the year were at a rate of 10% of pensionable salaries. The next valuation was due 
on July 31, 2009.

The employees of the Bank pay a basic contribution of 5% of annual earnings with the 
option to contribute an additional 5% of earnings.  The pensionable earnings is the 
average annual earnings over the three years prior to retirement and contributions are 
vested after five years of pensionable service.

The vesting period was changed from ten to five years by an amendment to the trust deed 
by the trustees effective March 1, 2007, the amendment was approved by the Board in 
August 2007.
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10. Employee benefits (cont’d)

(b) The amounts recognised in the financial statements in respect of the plan are as follows:

(i) Plan asset recognised in the balance sheets 

Group and Bank

2010 2009
$’000 $’000

Present value of funded obligations (  47,433) (34,474)
Fair value of plan assets 104,332 76,425

56,899 41,951
Unrecognised actuarial losses ( 26,092) (19,357)

Recognised asset 30,807 22,594

(ii) Movements in net asset recognised in the balance sheet:

Group and Bank

2010 2009
$’000 $’000

Net asset at beginning of year 22,594 16,486
Contributions paid 3,629 3,026
Income recognised in the statements of comprehensive income 4,584 3,082

Net asset at end of year 30,807 22,594

(iii) Income/(expense) recognised in the statements of comprehensive income:

Group and Bank

2010 2009
$’000 $’000

Current service cost 2,203 4,937
Interest on obligation 4,772 6,434
Actuarial loss recognised (     617) (4,295)
Expected return on plan assets (10,942) (10,158)

(Income)/expense recognised in the
statements of comprehensive income (note 18) ( 4,584) (3,082)

Actual return on plan assets 9% 4%
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10. Employee benefits (cont’d)

(c) Movements in fair value of plan assets:
Group and Bank

2010 2009
$’000 $’000

Fair value of plan assets at beginning of year 76,425 76,720
Contributions paid 6,824 5,762
Expected return on plan assets 10,942 10,158
Benefits paid ( 3,240) ( 8,814)
Actuarial gain/(loss) 13,381 ( 7,401)

Fair value of plan assets at end of year 104,332 76,425

Plan assets consist of the following:
Equities 7,761 5,782
Fixed income securities  87,455 59,983
Real estate 8,485 10,100
Bank balances 12 10
Other 619 550

104,332 76,425

(d) Principal actuarial assumptions at the balance sheet date (expressed as weighted 
averages based on the plan assets of the plan).

Group and Bank

2010 2009
% %

Discount rate at March 31 11.50 16.00
Expected return on plan assets at March 31 9.00 14.00
Future salary increases 8.50 11.00
Future pension increases 1.50 4.00

(e) Historical information

2010 2009 2008 2007 2006
$’000 $’000 $’000 $’000 $’000

Present value of the defined obligation 47,433 34,474 60,234 49,464 33,794
Fair value of plan assets (104,332) (76,425) (76,720) (68,158) (53,631)

Surplus in plan ( 56,899) (41,951) (16,486) (18,694) (19,837)

Experience adjustments arising on plan
liabilities 6,030 (31,053) 2,070 6,279 (     829)

Experience adjustments arising on plan
assets 13,381 7,401 2,708 ( 1,520) 353

(f) The estimated contributions expected to be paid into the pension fund during the next 
financial year is $5,825,000 (2009:$ 6,326,000).
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11. Property, plant and equipment

Group

Furniture,
Freehold Freehold fixtures and Plant and Motor

land buildings equipment machinery vehicles Total
$’000 $’000 $’000 $’000 $’000 $’000

Cost:
March 31, 2008 3,000 60,782 23,544 110 5,450 92,886

Additions - - 974 - - 974

March 31, 2009 3,000 60,782 24,518 110 5,450 93,860

Additions - - 2,194 - - 2,194
Disposals - - ( 817) - - ( 817)

March 31, 2010 3,000 60,782 25,895 110 5,450 95,237

Depreciation:
March 31, 2008 - 15,185 17,559 99 263 33,106

Charge for the year - 1,610 1,925 11 1,090 4,636

March 31, 2009 - 16,795 19,484 110 1,353 37,742

Charge for the year - 1,610 2,153 - 1,090 4,853
Eliminated on disposals - - ( 817) - - ( 817)

March 31, 2010 - 18,405 20,820 110 2,443 41,778

Net book values:
March 31, 2010 3,000 42,377 5,075 - 3,007 53,459

March 31, 2009 3,000 43,987 5,034 - 4,097 56,118

March 31, 2008 3,000 45,597 5,985 11 5,187 59,780
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11. Property, plant and equipment (cont’d)

Bank
Furniture,

Freehold Freehold fixtures and Motor
land buildings equipment vehicles Total

$’000 $’000 $’000 $’000 $’000

Cost:
March 31, 2008 3,000 60,782 23,544 5,450 92,776

Additions -    -    974 -    974
Disposals     -          -          -       -          -    

March 31, 2009 3,000 60,782 24,518 5,450 93,750

Additions -   -    2,194 -   2,194
Disposals     -        -    (    817)     -    (     817)

March 31, 2010 3,000 60,782 25,895 5,450 95,127

Depreciation:
March 31, 2008     -    15,185 17,559    263 33,007

Charge for the year -    1,610 1,925 1,090 4,625
Disposals     -         -            -        -        -   .

March 31, 2009     -    16,795 19,484 1,353 37,632

Charge for the year -    1,610 2,153 1,090 4,853
Disposals     -       -    (   817)     -    (   817)

March 31, 2010     -    18,405 20,820 2,443 41,668

Net book values:
March 31, 2010 3,000 42,377 5,075 3,007 53,459

March 31, 2009 3,000 43,987   5,034 4,097 56,118

March 31, 2008 3,000 45,597   5,985 5,187 59,769

12. Accounts payable and accrued charges

Group            Bank
2010 2009 2010 2009
$’000 $’000 $’000 $’000

Interest payable 29,644 46,352 29,644 46,352
Mortgage Insurance Fund 138,884 - 138,884 -
Other 25,084 18,067 24,874 17,857

193,612 64,419 193,402 64,209
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13. Bonds payable
Group and Bank

2010 2009
$’000 $’000

Shelter Bond VI [see (a) below] 400,000 400,000
Shelter Bond VII [see (b) below] 100,000 100,000
Shelter Bond X [see (c) below] 500,000 500,000
Shelter Bond XI [see (d) below] 500,000 500,000

1,500,000 1,500,000

Group and Bank
2010 2009
$’000 $’000

Due within 12 months of the balance sheet date 500,000 500,000
Due thereafter 1,000,000 1,000,000

1,500,000 1,500,000

The Bank maintains a segregated sinking fund for the redemption of the Bonds.  This comprises 
designated investments that it holds in  particular financial institutions as the sinking fund; this 
fund is managed internally by the Bank.

(a) In January 2006, the Bank issued shelter Bond VI at 1% above the weighted average 
treasury bill rate.  These bonds are repayable in full on June 30, 2010.

(b) In May 2006, the Bank issued Shelter Bond VII at 1% above the weighted average 
treasury bill rate.  These bonds are repayable in full on June 30, 2010.

(c) In March 2009, the Bank issued Shelter Bond X at 1.124% above the weighted average 
Treasury bill rate.  These bonds are repayable in full on February 28, 2014.

(d) In March 2009, the Bank issued Shelter Bond XI at 1.5% above the weighted average 
Treasury bill rate.  These bonds are repayable in full on February 28, 2016.

The weighted average Treasury bill yield used is  from the most recent auction of six month 
treasury bills prior to the commencement of the particular interest period.
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14. Loan payable to Ministry of Finance and the Public Service

The amount due to the Ministry of Finance and the Public Service represents the following 
outstanding Jamaica dollar balances of overseas loans, the repayment of which the Ministry of 
Finance and the Public Service undertook responsibility, on their original terms, resulting in 
the Bank becoming indebted to the Ministry (see note 5):

Group and Bank
Paid Paid

during during
2010 the year 2009 the year 2008
$’000 $’000 $’000 $’000 $’000

Year of
Rate % final 

Loan Schedules per annum repayment

532-HG-011 Schedule L4 10.00 2012 4,450 (1,780) 6,230 (1,780) 8,010
532-HG-012A Schedule L5 10.00 2014 7,365 (1,473) 8,838 (1,473) 10,311
532-HG-012B Schedule L6 10.00 2016 6,600 (1,100) 7,700 (1,100) 8,800
Garveymeade Schedule L11 8.00 2017 4,343 ( 448) 4,791 ( 414) 5,205

22,758 (4,801) 27,559 (4,767) 32,326

Amounts due within 12 months of the balance 
sheet date 4,837 4,801 7,837

Due thereafter 17,921 22,758 24,489
22,758 27,559 32,326

15. Share capital

Group and Bank
2010 2009
$’000 $’000

Authorised, issued and fully paid:
500,000,000 ordinary shares of no par value 500,000 500,000

16. Reserve fund

The reserve fund was created in accordance with the provisions of Section 13 of the Jamaica 
Mortgage Bank Act 1973, which requires that a minimum of 25% of the Bank's profit after 
taxation (if any) be set aside in each calendar year towards a reserve fund to meet 
contingencies, until the total amount standing to the credit of the reserve fund equals the paid-
up capital of the Bank.  As the reserve fund is now equal to the paid up capital (note 15), no 
further transfers are required (see also note 17).

17. Special reserve fund

By resolution of the Board, a special reserve fund was created to deal with any unforeseen 
contingencies that might occur above the amount of the existing reserve fund (note 16).
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18. Staff number and cost

The number of persons in the Group’s and the Bank’s employment at the end of the year was 
29 (2009: 27).

The aggregate cost of these employees was as follows:
Group and Bank

2010 2009
$’000 $’000

Salaries and wage-related expenses 77,613 72,147
Statutory payroll contributions 6,249 5,534
Employee benefit (income)/expense [note 10(b)(iii)] (  4,584) (3,082)
Staff welfare 620 1,287

79,898 75,886

19. Loss before taxation

The following are among the items charged in arriving at loss before income tax:

Group Bank

2010 2009 2010
$’000 $’000 $’000 $’000

2009

Depreciation 4,853 4,636 4,853 4,625
Directors emoluments - fees (note 21) 606 562 606 562
Auditors’ remuneration - current year 2,700 2,650 2,500 2,450

- prior year     350      -        350      -      

20. Income tax

(a)
results for the year as adjusted for tax purposes, and is made up as follows:

Group Bank
2010 2009 2009 2009
$’000 $’000 $’000 $’000

Deferred:
Origination and reversal of temporary 
differences - (70,890) - (70,890)

Total income tax credit recognised in the 
statements of comprehensive income - (70,890) - (70,890)

331/3%The income tax charge is computed at the rate of              of the Group’s and Bank’s



NOTES TO THE FINANCIAL STATEMENTS (Continued)
March 31, 2010 

45

32

JAMAICA MORTGAGE BANK

Notes to the Financial Statements (Continued)
March 31, 2010

20. Income tax (cont’d)

(b) The effective tax rate was Nil% (2009: 23.37%) for the Group and Nil%(2009: 23.38%)
for the Bank, compared to a statutory rate of 331/3% (2009:331/3%).  The actual tax 
charge differed from the expected tax charge for the year as follows:

Group Bank

2010 2009 2010
$’000 $’000 $’000 $’000

2009

Loss before income tax (313,030) (298,513) (312,854) (297,608)

Computed “expected” tax expense (104,343) (  99,504) (104,285) (  99,202)
Tax effect of treating the following items 
   differently for financial statement purposes
     than for tax reporting purposes:

Depreciation and capital allowances       590 2,293    588 2,291
Interest receivable 33,017 (162,415) 33,017 (162,415)
Interest payable (  5,279) 16,727 (    5,279) 16,727
Employee benefit (    2,737) (    7,531) (    2,737) (    7,531)
Capital income (       866) -      (       866) -      
Taxation losses 78,286 184,654 78,230 184,354
Other     1,332 (   5,114)     1,332 (   5,114)

Actual tax credit recognised in the
    statements of comprehensive income       -     (  70,890)       -     (  70,890)

(c) At the balance sheet date, taxation losses, subject to the agreement of the Commissioner,
Taxpayer Audit and Assessment, available for set-off against future taxable profits, 
amounted to approximately $876,591,000 (2009: $641,730,000) for the Group and 
$782,797,000 (2009: $548,108,000) for the Bank.  

No deferred tax asset is recognised in respect of taxation losses in the books of the 
subsidiary and the Bank as management believes that it is unlikely that, in the foreseeable 
future, the bank and the subsidiary will have sufficient taxable profits against which the 
asset can be utilised.

21. Related party balances and transactions 

A party is related to the Bank if:

(a) directly, or indirectly through one or more intermediaries, the party:

(  i) controls, is controlled by, or is under common control with, the Bank;
( ii) has an interest in the Bank that gives it significant influence over the Bank; or
(iii) has joint control over the Bank;
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21. Related party balances and transactions (cont’d)

A party is related to the Bank if (cont’d):

(b) the party is an associate (as defined in IAS 28, Investments in Associates) of the Bank;

(c) the party is a joint venture in which the Bank is a venturer (see IAS 31, Interests in Joint 
Ventures);

(d) the party is a member of the key management personnel of the Bank;

(e) the party is a close member of the family of any individual referred to in (a) or (d);

(f) the party is a Bank that is controlled, jointly controlled or significantly influenced by, or 
for which significant voting power in such Bank resides with, directly or indirectly, any 
individual referred to in (d) or (e); or

(g) the party is a post-employment benefit plan for the benefit of employees of the Bank, or 
of any Bank that is a related party of the Bank.

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

Balances receivable from key management personnel are as follows:

Group and Bank
2010 2009
$’000 $’000

Staff loans 5,724 6,863

Key management compensation is as follows:

Group and Bank
2010 2009
$’000 $’000

Directors fees’ (note 19) 606 562
Short-term employee benefits 34,998 32,570
Post-employment benefits - ( 931)

35,604 32,201



NOTES TO THE FINANCIAL STATEMENTS (Continued)
March 31, 2010 

47

34

JAMAICA MORTGAGE BANK

Notes to the Financial Statements (Continued)
March 31, 2010

22. Fair value estimation

Fair value is the amount for which an asset could be exchanged, or a liability settled, between 
knowledgeable, willing parties in an arm’s length transaction.  Market price is used to 
determine fair value where an active market exists as it is the best evidence of the fair value of a
financial instrument.

IFRS 7 specifies a hierarchy of valuation techniques based on whether the inputs to those 
valuation techniques are observable or unobservable.  These two types of inputs have created 
the following fair value hierarchy:

Level 1 – Quoted prices in active markets for identical assets or liabilities.  This level includes 
listed equity securities and debt instruments on exchanges.

Level 2 – Inputs other than quoted prices included within Level 1 that are observable for the 
asset or liability, either directly or indirectly.  The source of the input parameter for 
the Jamaica Sovereign yield curve is various local brokers.

Level 3 – Inputs for the asset or liability that are not based on observable market data 
(unobservable inputs).  This level includes equity investments and debt instruments 
with significant unobservable components.  

This hierarchy requires the use of observable market data when available.  The company
considers relevant and observable market prices in its valuations where possible.

Level 1 Level 2 Level 3 Total
$’000 $’000 $’000 $’000

March 31, 2010
Financial assets - 731,802 - 731,802

March 31, 2009
Financial assets - 636,453 - 636,453

23. Financial Risk Management

Introduction and overview

The Group’s activities are principally related to the use of financial instruments.  The Group, 
therefore, has exposure to the following risks from the use of financial instruments in the 
ordinary course of business:

• credit risk
• market risk
• liquidity risk
• operational risk

This note presents information about the Group’s exposure to each of the above risks, the 
Group’s objectives, policies and processes for measuring and managing risk.
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23. Financial Risk Management (cont’d)

Risk management framework

The Board of Directors of the Bank has overall responsibility for the establishment and 
oversight of the Group’s risk management framework.  The Board has established Finance and 
Audit and Loans and Projects Committees, which are responsible for developing and 
monitoring risk management policies in their specified areas.

The risk management policies are established to identify and analyse the risks faced by the 
Group, to set appropriate risk limits and controls, and to monitor risks and adherence to limits.  
Risk management policies and systems are reviewed regularly to reflect changes in market 
conditions, and products and services offered.  The Group, through its training and management 
standards and procedures, aims to develop a disciplined and constructive control environment, 
in which all employees understand their roles and obligations.

The Audit Committee is responsible for monitoring the Group’s compliance with risk 
management policies and procedures, and for reviewing the adequacy of the risk management 
framework in relation to the risks faced by the Group.  

Exposure to risks on financial instruments and operational risk arises in the ordinary course of 
the Group’s operations. 

(a) Credit risk:

Credit risk is the risk of financial loss to the company if a customer or counterparty to a 
financial instrument fails to meet its contractual obligations.  Credit risk arises primarily 
from credit given to customers from investing activities, lending and deposits with other 
institutions. Balances arising from these activities include loans and other receivables, 
debt securities, resale agreements, cash and cash equivalents and accounts receivable.

The Group has credit policies aimed at minimising exposure to credit risk, which policies 
include, inter alia, obtaining collateral in respect of loans made, and performing credit 
evaluations on all applicants for credit.  In respect of investments and related interest 
receivable, these are exclusively Government of Jamaica securities or contracts secured 
on Government of Jamaica securities.  Short-term deposits and sinking fund investments 
are held with financial institutions that management believes do not present any 
significant credit risk.
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23. Financial Risk Management (cont’d)

(a) Credit risk (cont’d):

(i) Exposure to credit risk

The maximum credit exposure, the amount of loss that the Group would suffer if 
every counterparty to the financial assets held were to default at once, is 
represented by the carrying amount of financial assets shown on the balance sheets, 
as follows:

Group
2010 2009 2010 2009

Bank

$’000 $’000 $’000 $’000

Cash and cash equivalents 33,292 1,698 33,292 1,698
Loans receivable 1,505,049 1,681,470 1,505,049 1,681,470
Resale agreements 713,523 720,758 713,523 720,758
Investment securities 297,776 367,211 297,776 367,211
Accounts receivable 132,446 140,459 132,306 140,439

(ii) Management of credit risk

(1) Loans receivable:

The management of credit risk in respect of loans receivable is delegated to 
the Bank’s Loans and Projects Committee.  The Committee is responsible for 
oversight of the credit risk, including formulating credit policies, establishing 
the authorisation structure for the approval of credit facilities, reviewing and 
assessing credit risk, and limiting concentration of exposure to
counterparties.

(2) Cash and cash equivalents:

These are held with reputable financial institutions and collateral is not 
required for such accounts as management regards the institutions as strong.  

(3) Investment securities:

With regard to investments, there is a significant concentration in securities 
issued or guaranteed by Government of Jamaica.  The Group manages the 
level of risk it undertakes by investing substantially in short-term investments 
which are Government of Jamaica securities.
No investment securities were considered impaired at the balance sheet date.

(4) Resale agreements and certificates of deposit:

Collateral is held for all resale agreements 
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23. Financial Risk Management (cont’d)

(a) Credit risk (cont’d):

(ii) Management of credit risk (cont’d)

(5) Accounts receivable:

Exposure to credit risk is managed through regular analysis of the ability of 
the borrowers and potential borrowers to meet repayment obligations and by 
changing these lending limits where appropriate. 

The impairment provision shown in the balance sheet at year end is 
specifically applied to the portion of loans and interest receivable deemed 
uncollectible by the Group.

There was no change to the Group’s approach to managing credit risk during the 
year.

(iii) Credit quality of loans

The credit quality of the Group’s and Bank’s loans receivable is summarised as 
follows:

2010 2009
Gross Impairment Gross Impairment
$’000 $’000 $’000 $’000

Not past due and not impaired 961,509 -      509,068 -     
Past due but not impaired

Within 3 months 21,072 -      174,916 -     
Past due and impaired

Under 12 months -     -      347,605 97,605
Over 12 months 1,669,232 1,146,764 1,522,334 774,848

2,651,813 1,146,764 2,553,923 872,453

The management of the Bank believes that no impairment allowance is necessary 
in respect of other financial assets.

The movement on the allowance for impairment is presented in note 8(b).

(1) Impaired loans:

Impaired loans are loans for which the Group determines that it is probable 
that it will be unable to collect all principal and interest due according to the 
contractual terms of the loan.
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23. Financial Risk Management (cont’d)

(a) Credit risk (cont’d):

(iii) Credit quality of loans (cont’d):

(2) Past due but not impaired loans:

These are loans where contractual interest or principal payments are past due 
but the Group believes that impairment is not appropriate on the basis of the 
level of security available and/or the stage of collection of amounts owed to 
the Group.

(3) Loans with renegotiated terms:

Loans with renegotiated terms are loans that have been restructured due to 
deterioration in the borrower’s financial position and where the Group has 
made concessions that it would not otherwise consider.  Once the loan is 
restructured, it remains in this category independent of satisfactory 
performance after restructuring.

(4) Allowances for impairment:

The Group has established an allowance for impairment losses that represents 
its estimate of incurred losses in its loan portfolio.  This allowance 
specifically covers the loss that relates to individual loans assessed as being 
impaired.

(5) Write-off policy:

The Group writes off loans (and any related allowances for impairment 
losses) when the Group determines that the loans are uncollectible.  This 
determination is usually made after considering information such as changes 
in the borrower’s financial position, or that proceeds from collateral will not 
be sufficient to pay back the entire exposure.

(iv) Concentration of loans

There are significant concentrations of credit risk in that there are significant 
investments in various forms of Government of Jamaica securities, and loans are 
substantially to borrowers in the construction sector.  

The following table shows concentration of loans by summarising the credit 
exposure to borrowers, by category:
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23. Financial Risk Management (cont’d)

(a) Credit risk (cont’d):

(iv) Concentration of loans (cont’d)

Group and Bank:
2010

Construction Mortgage
loans loans Total
$’000 $’000 $’000

Developers 2,366,643 223,640 2,590,283
Government 39,323 - 39,323
Staff - 22,207 22,207

2,405,966 245,847 2,651,813
2009

Construction Mortgage
loans loans Total
$’000 $’000 $’000

Developers 2,223,867 257,376 2,481,243
Government 48,375 - 48,375
Staff - 24,305 24,305

2,272,242 281,681 2,553,923

Substantially all the Group’s lending is to parties in Jamaica.

(v) Collateral:

The Group holds collateral against loans and advances to customers in the form of 
mortgage interests over property, other registered securities over assets, and 
guarantees.  Estimates of fair value are based on the value of collateral assessed at 
the time of borrowing, and generally are not updated except when a loan is 
individually assessed as impaired.

Collateral is not generally held against deposits and investment securities, and no 
such collateral was held at March 31, 2010 or 2009.

(b) Market risk:

Market risk is the risk that changes in market prices, such as interest rate, equity prices, 
foreign exchange rates and credit spreads (not relating to the obligor’s/issuer’s credit 
standing) will affect the Group’s income or the value of its holdings of financial 
instruments. The objective of market risk management is to manage and control market 
risk exposures within acceptable parameters, while optimising returns.
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23. Financial Risk Management (cont’d)

(b) Market risk (cont’d):

The Group manages interest rate risk by monitoring interest rates daily, and ensuring that 
the maturity profile of its financial assets is matched by that of its financial liabilities to 
the extent practicable, given the nature of the business. The directors and management 
believe that the Group has limited exposure to foreign currency risk as it has no foreign 
currency liabilities and limited foreign currency assets, and that it has no significant 
exposure to equity price risk as it has no financial assets which are to be realised by 
trading in the securities market.

(i) Interest rate risk:

Interest rate risk is the risk that the value of a financial instrument will fluctuate due 
to changes in market interest rates. It arises when there is a mismatch between 
interest-earning assets and interest-bearing liabilities which are subject to interest 
rate adjustment within a specified period.  It can be reflected as a loss of future net 
interest income and/or a loss of current market values.

The following table summarises the carrying amounts of balance sheet assets, 
liabilities and equity to arrive at the Group’s and the Bank’s interest rate gap based 
on the earlier of contractual repricing and maturity dates.

Group
2010

Immediately Within Three to Over 12 Non-rate
rate sensitive 3 months 12 months months sensitive Total

$’000 $’000 $’000 $’000 $’000 $’000

Cash and cash equivalents - - - - 33,292 33,292
Resale agreements 125,444 534,622 47,061 - 6,396 713,523
Accounts receivable - - - - 134,697 134,697
Investment securities 27,100 16,135 32,270 222,271 - 297,776
Loans receivable - 171,838 752,873 580,338 - 1,505,049

Total financial assets 152,544 722,595 832,204 802,609 174,385 2,684,337

Accounts payable - - - - 193,612 193,612
Bonds payable - - 1,000,000 - 500,000 1,500,000
Loan payable to Ministry 

of Finance - 736 4,065 17,957 - 22,758

Total financial liabilities - 736 1,004,065 17,957 693,612 1,716,370

Interest rate sensitivity gap* 152,544 721,859 ( 171,861) 784,652 ( 519,227) 967,967

Cumulative gap 152,544 874,403 702,542 1,487,194 967,967 -

*  The gap relates to balance sheet items; there are no off-balance sheet financial 
instruments.
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23. Financial Risk Management (cont’d)

(b) Market risks (cont’d):

(i) Interest rate risk (cont’d):

Group
2009

Immediately Within Three to Over 12 Non-rate
rate sensitive 3 months 12 months months sensitive Total

$’000 $’000 $’000 $’000 $’000 $’000

Cash and cash equivalents - - - - 1,698 1,698
Resale agreements 47,607 160,924 512,227 - - 720,758
Accounts receivable - - - - 142,254 142,254
Investment securities - 110,000 113,960 143,251 - 367,211
Loans receivable - 39,437 149,104 1,492,929 - 1,681,470

Total financial assets 47,607 310,361 775,291 1,636,180 143,952 2,913,391

Accounts payable - - - - 64,419 64,419
Bonds payable - - 500,000 1,000,000 - 1,500,000
Loan payable to Ministry 

of Finance - 736 4,064 22,759 - 27,559

Total financial liabilities - 736 504,064 1,022,759 64,419 1,591,978

Interest rate sensitivity gap* 47,607 309,625 271,227 613,421 79,533 1,321,413

Cumulative gap 47,607 357,232 628,459 1,241,880 1,321,413 -

Bank

2010
Immediately

rate Within Three to Over 12 Non-rate
sensitive 3 months 12 months months sensitive Total

$’000 $’000 $’000 $’000 $’000 $’000

Cash and cash equivalents - - - - 33,292 33,292
Resale agreements 125,444 534,622 47,061 - 6,396 713,523
Accounts receivable - - - - 134,557 134,557
Investment securities 27,100 16,135 32,270 222,271 - 297,776
Loans receivable - 171,838 752,873 580,338 - 1,505,049

Total financial assets 152,544 722,595 832,204 802,609 174,245 2,684,197

Accounts payable - - - - 193,402 193,402
Bonds payable - - 1,000,000 - 500,000 1,500,000
Loan payable to

Ministry of Finance - 736 4,065 17,957 - 22,758

Total financial liabilities - 736 1,004,065 17,957 693,402 1,716,160

Interest rate sensitivity gap* 152,544 721,859 ( 171,861) 784,652 ( 519,157) 968,037

Cumulative gap 152,544 874,403 702,542 1,487,194 968,037 -

*  The gap relates to balance sheet items; there are no off-balance sheet financial 
instruments.
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23. Financial Risk Management (cont’d)

(b) Market risks (cont’d):

(i) Interest rate risk (cont’d):

Bank
2009

Immediately
rate Within Three to Over 12 Non-rate

sensitive 3 months 12 months months sensitive Total
$’000 $’000 $’000 $’000 $’000 $’000

Cash and cash equivalents - - - - 1,698 1,698
Resale agreements 47,607 160,924 512,227 - - 720,758
Accounts receivable 142,234 142,234
Investment securities - 110,000 113,960 143,251 - 367,211
Loans receivable - 39,437 149,104 1,492,929 - 1,681,470

Total financial assets 47,607 310,361 775,291 1,636,180 143,932 2,913,371

Accounts payable - - - - 64,209 64,209
Bonds payable - - 500,000 1,000,000 - 1,500,000
Loan payable to

Ministry of Finance - 736 4,064 22,759 - 27,559

Total financial liabilities - 736 504,064 1,022,759 64,209 1,591,768

Interest rate sensitivity gap* 47,607 309,625 271,227 613,421 79,723 1,321,603

Cumulative gap 47,607 357,232 628,459 1,241,880 1,321,603 -

*  The gap relates to balance sheet items; there are no off-balance sheet financial 
instruments.

27
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23. Financial Risk Management (cont’d)

(b) Market risk (cont’d):

(i) Interest rate risk (cont’d):

With respect to interest-earning assets and interest-bearing liabilities, the average 
effective yields by the earlier of contractual repricing and maturity dates are as 
follows:

Group and Bank
2010

Immediately Within Three to Over
rate sensitive 3 months 12 months 12 months Total

% % % % %

Resale agreements 9.63 10.02 6.25 - 9.62
Loans receivable -    20.00 19.00 20.01 19.83
Bonds payable -    -   8.63 8.63 8.63
Loan payable to 

Ministry of Finance     -         -     9.50   9.50   9.50

Group and Bank

2009
Immediately Within Three to Over
rate sensitive 3 months 12 months 12 months Total

% % % % %

Resale agreements 14.91 14.81 20.23 -   16.65
Loans receivable -    20.00 20.00 19.57 19.64
Bonds payable -    -   25.45 22.05 24.78
Loan payable to 

Ministry of Finance     -         -     9.50   9.50   9.50

Sensitivity analysis

An increase of 200 basis points (2%) in interest rates would have decreased  loss 
for the year by $14,270,000 (2009: $21,759,000). An increase would have an 
equal but opposite effect on the losses for the year.

The analysis assumes that all other variables, in particular, foreign currency rates, 
remain constant.  The analysis is performed on the same basis for 2009.
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23. Financial Risk Management (cont’d)

(b) Market risk (cont’d):

(ii) Foreign currency risk:

Foreign currency risk is the risk that the market value of, or the cash flows from, 
financial instruments will vary because of exchange rate fluctuations.  The Group is 
exposed to foreign currency risk due to fluctuations in exchange rates on 
transactions and balances that are denominated in currencies other than the Jamaica 
dollar. The main currency giving rise to this risk is the United States dollar.

The Group has limited exposure to foreign currency risk on transactions that are 
denominated in foreign currencies.  The Group manages this risk by keeping 
abreast of exchange rates on a daily basis.  The exposure to foreign exchange rate
changes is in respect of a deposit of US$1,019,330 (2009: US$964,000).

Sensitivity analysis

A 5 percent strengthening or weakening of the Jamaica dollar against the US$ at 
March 31 would, respectively, have increased or decreased profit by $4,534,000
(2009:$ 4,238,000). The analysis assumes that all other variables, in particular, 
interest rates, remain constant.

The analysis is performed on the same basis as for 2009.

(c) Liquidity risk:

Liquidity risk is the risk that the Group will encounter difficulty in raising funds to meet 
commitments associated with financials instruments.  Liquidity risk may result from an 
inability to sell a financial asset quickly at, or close to, its fair value.  Prudent liquidity 
risk management  requires the Group to maintain sufficient cash and marketable 
securities, monitoring future cash flows and liquidity on a daily basis and have funding 
available through an adequate amount of committed facilities.  

Due to the dynamic nature of the underlying businesses, the management of the Group 
ensures that sufficient funds are held in short-term marketable instruments to meet its 
liabilities and disbursement commitments when due, without incurring unacceptable 
losses or risk damage to the Group’s reputation.

The daily liquidity position is monitored by reports covering the position of the Group.  
The key measure used by the Group for managing liquidity risk is the ratio of net liquid 
assets to cash available for disbursements. For this purpose, net liquid assets are 
considered as including cash and cash equivalents and investment in debt securities for 
which there is an active and liquid market, less loan commitments to borrowers within the 
coming year.
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23. Financial Risk Management (cont’d)

(c) Liquidity risk (cont’d):

The following table presents the contractual maturities of financial liabilities, on the basis 
of their earliest possible contractual maturity.

Group

2010
Within One to Three to One to over Carrying

One month 3 months 12 months 5 years 5 years amount
$’000 $’000 $’000 $’000 $’000 $’000

Accounts payable 675 22,578 170,359 - - 193,612
Due to Min. of Finance - - 4,837 17,921 - 22,758
Bonds payable - 500,000 - 500,000 500,000 1,500,000

675 522,578 175,196 517,921 500,000 1,716,370

2009
Within One to Three to One to over Carrying

One month 3 months 12 months 5 years 5 years amount
$’000 $’000 $’000 $’000 $’000 $’000

Accounts payable 14,236 - 50,183 - - 64,419
Due to Min. of Finance - - 4,800 22,759 - 27,559
Bonds payable - - 500,000 500,000 500,000 1,500,000

14,236 - 554,983 522,759 500,000 1,591,978

Bank:
2010

Within One to Three to One to over Carrying
One month 3 months 12 months 5 years 5 years amount

$’000 $’000 $’000 $’000 $’000 $’000

Accounts payable 675 22,318 170,409 - - 193,402
Due to Min. of Finance - - 4,837 17,921 - 22,758
Bonds payable - 500,000 - 500,000 500,000 1,500,000

675 522,318 175,246 517,921 500,000 1,716,160

2009
Within One to Three to One to over Carrying

One month 3 months 12 months 5 years 5 years amount
$’000 $’000 $’000 $’000 $’000 $’000

Accounts payable 14,026 - 50,183 - - 64,209
Due to Min. of Finance - - 4,800 22,759 - 27,559
Bonds payable - - 500,000 500,000 500,000 1,500,000

14,026 - 554,983 522,759 500,000 1,591,768

There has been no change in the Group’s exposure to liquidity risk or its approach to 
managing liquidity risk.
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23. Financial risk management (cont’d)

(d) Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes 
associated with the Group’s processes, personnel, technology and infrastructure, and 
from external factors other than credit, market and liquidity risks such as those arising 
from legal and regulatory requirements and generally accepted standards of corporate 
behavior. Operational risk arises from all of the Group’s operations.

The Group’s objective is to manage operational risk so as to balance the avoidance of 
financial losses and damage to the Group’s reputation with overall cost effectiveness and 
to avoid control procedures that restrict initiative and creativity.

The primary responsibility for the development and implementation of controls to 
address operational risk is assigned to senior management within each business unit. This 
responsibility is supported by the development of overall Group standards for the 
management of operational risk in the following areas:

• requirements for appropriate segregation of duties, including the independent 
authorization of transactions

• requirements for the reconciliation and monitoring of transactions
• compliance with regulatory and other legal requirements
• documentation of controls and procedures
• requirements for the periodic assessment of operational risks faced, and the adequacy 

of controls and procedures to address the risks identified
• requirements for the reporting of operational losses and proposed remedial action
• development of contingency plans
• training and professional development
• ethical and business standards
• risk mitigation, including insurance where this is effective.

Compliance with Group standards is supported by a programme of periodic reviews 
undertaken by internal audit. The results of Internal Audit reviews are discussed with the 
management of the business unit to which they relate, with summaries submitted to the 
Audit Committee and senior management of the Group.

(e) Capital management: 

The Bank is a statutory body and is not a regulated entity.  Accordingly, there are no 
rules relating to capital that are imposed by regulations.  However, by virtue of the 
provisions of the Act (see note 16) and stated Board policy (see note 17), the Bank is 
required to set aside retained profits in special reserves.

The Bank’s policy is to maintain a strong capital base to ensure credit and market 
confidence.
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23. Financial risk management (cont’d)

(e) Capital management (cont’d):

Capital allocation

The allocation of capital between specific operations and activities is driven by:
(a) Strategic Plan and Budget approved by the Board of Directors
(b) The desire to fulfil the Bank’s mandate; and
(c) Support by the Bank for the government’s mission to enhance growth and 

development. 

The policies in respect of capital management and allocation are reviewed regularly by 
the Board of Directors.

24. Financial assets and liabilities – accounting classifications and fair values

Group
2010

Other Total
Loans and amortised carrying Fair

Notes receivables cost amount value
$’000 $’000 $’000 $’000

ASSETS
Cash and cash equivalents:

Short-term deposits     33,292         -      33,292    33,292

Resale agreements 4 713,523 -    713,523 713,523
Accounts receivable and prepaid expenses 5 134,757 -    134,757 134,757
Investment securities 6 297,776 -    297,776 297,776
Loans receivable 8 1,505,049         -    1,505,049 1,505,049

2,684,397          -    2,684,397 2,684,397

LIABILITIES
Accounts payable and accrued charges 12 -     193,612 193,612 193,612
Bonds payable 13 -     1,500,000 1,500,000 1,500,000
Loan payable to Ministry of Finance 14          -          22,758      22,758      22,758

         -     1,716,370 1,716,370 1,716,370
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24. Financial assets and liabilities – accounting classifications and fair values (cont’d)

Group
2009

Other Total
Loans and amortised carrying Fair

Notes receivables cost amount value
$’000 $’000 $’000 $’000

ASSETS
Cash and cash equivalents:

Short-term deposits        1,698            -           1,698        1,698

Resale agreements 4 720,758 -    720,758 720,758
Accounts receivable and prepaid expenses 5 142,254 -    142,254 142,254
Investment securities 6 367,211 -    367,211 367,211
Loans receivable 8 1,681,470            -    1,681,470 1,681,470

2,913,391            -    2,913,391 2,913,391

LIABILITIES
Accounts payable and accrued charges 12 -      64,419    64,419 64,419
Bonds payable 13 -      1,500,000 1,500,000 1,500,000
Loan payable to Ministry of Finance 14          -           27,559      27,559      27,559

         -      1,591,978 1,591,978 1,591,978

Bank
2010

Other Total
Loans and amortised carrying Fair

Notes receivables cost amount value
$’000 $’000 $’000 $’000

ASSETS
Cash and cash equivalents:

Short-term deposits     33,292         -       33,292       33,292

Resale agreements 4 713,523 -    713,523 713,523
Accounts receivable and prepaid expenses 5 134,557 -    134,557 134,557
Investment securities 6 297,776 -    297,776 297,776
Loans receivable 8 1,505,049         -    1,505,049 1,505,049

2,684,197         -    2,684,197 2,684,197

LIABILITIES
Accounts payable and accrued charges 12 -      193,402 193,402 192,402
Bonds payable 13 -      1,500,000 1,500,000 1,500,000
Loan payable to Ministry of Finance 14          -           22,758      22,758       22,758

         -      1,716,160 1,716,160 1,716,160
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24. Financial assets and liabilities – accounting classifications and fair values (cont’d)

Bank
2009

Other Total
Loans and amortised carrying Fair

Notes receivables cost amount value
$’000 $’000 $’000 $’000

ASSETS
Cash and cash equivalents:

Short-term deposits        1,698            -          1,698        1,698

Resale agreements 4 720,758 -     720,758 720,758
Accounts receivable and prepaid expenses 5 142,234 -     142,234 142,234
Investment securities 6 367,211 -     367,211 367,211
Loans receivable 8 1,681,470           -     1,681,470 1,681,470

2,913,371           -     2,913,371 2,913,371

LIABILITIES
Accounts payable and accrued charges 12 -     64,209 64,209 64,209
Bonds payable 13 -     1,500,000 1,500,000 1,500,000
Loan payable to Ministry of Finance 14           -           27,559      27,559      27,559

          -     1,591,768 1,591,768 1,591,768

25. Commitments

Loans approved but not disbursed by the Group and the Bank at March 31, 2010 amounted to 
$1,187,212,000 (2009: $486,765,000).

26. Contingent liability

In the prior period a claim for damages was filed against the Bank for approximately $26 
Million by the owner of a housing development against which the Bank had lodged a caveat. In 
an earlier suit, the Court ruled that the Bank had erred in lodging the caveat, ordered its 
removal and further ordered the Bank to pay damages to be assessed.  These damages were 
assessed to be approximately $5.3 Million.  This has been provided for by the Bank. However, 
subsequent to year end the claimant has appealed the judgement which is yet to be heard in 
court.

27. Costs of and Funding for Administration of Mortgage Insurance Fund

Under Section 25 of the Jamaica Mortgage Bank Act 1973, the Jamaica Mortgage Bank is 
responsible to administer the Mortgage Insurance Fund.  

The employees of the Bank manage the operations of the Mortgage Insurance Fund and the 
Mortgage (Government Guaranteed Loans) Insurance Reserve Fund.  Section 14 of the 
Mortgage Insurance Act provides for the Bank to meet its costs of administering the Funds in 
the following way:
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27. Costs of and Funding for Administration of Mortgage Insurance Fund (cont’d)

• one-half of the return on the income and assets of the Mortgage (Government Guaranteed 
Loans) Insurance Reserve Fund and two-fifths(one-fifth up to July 23, 2008) of the 
insurance fees received; and, if not adequate, then by;

• withdrawals from the Mortgage Insurance Fund of up to one-half of the return on 
investment and assets of the Fund for that year; and, if more is still required, then by-

• advances from the Consolidated Fund.

2010 2009
$’000 $’000

Cost of Administration of Mortgage Insurance Fund
Bank charges and interest 3 6
Salaries and related expenses 2,700 1,152
Redundancy cost - 3,957
Pension scheme contributions 82 59
Other 2,705 92
Audit fees 270 270

Total costs 5,760 5,536

Funded by:
Contribution of:

One-fifth of Mortgage Loan Insurance fees - 150
Two-fifths of Mortgage Insurance fees 466 605
Loan investigation fees 38 43
One-half of investment income of Mortgage

(Government Guaranteed Loans) Insurance Reserve Fund 3 3

507 801
Contributed by the Mortgage Insurance Fund 5,253 4,735

Total funding 5,760 5,536

NOTES TO THE FINANCIAL STATEMENTS (Continued)
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Other Administrative and General Expenses – Bank only
Year ended March 31, 2010

2010 2009
$’000 $’000

Advertising 490 961
Auditors' remuneration 2,805 2,450
Bank charges and interest 144 149
Computer expenses 668 1,890
Consulting and other professional fees 5,866 2,666
Depreciation 4,853 4,624
Directors' fees 606 562
Donations 1,529 176
Electricity 3,914 3,696
General insurance 727 634
General office expenses 4,242 5,135*
Group health and group life insurance 3,818 3,296
Legal expenses 7,174 6,459
Settlement of legal claims - 20,000
Local travelling and incidentals 1,564 1,362
Motor vehicle expenses 637 458
Overseas travelling and incidentals - 1,116
Printing and stationery 2,770 1,170*
Property taxes 477 82
Public relations 2,959 3,177
Conference, seminar and retreat expenses 1,816 4,207
Repairs and maintenance 2,076 1,780
Subscriptions and publications 418 485
Telephone, cables and postage 979 2,148

50,532 68,683

*Reclassified to conform with current year presentation.
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INDEPENDENT AUDITORS’ REPORT

To the Directors of
THE MORTGAGE INSURANCE FUND AND MORTGAGE (GOVERNMENT GUARANTEED 
LOANS) INSURANCE RESERVE FUND
(Established under the Mortgage Insurance Act
  Administered by Jamaica Mortgage Bank)

Report on the financial statements

We have audited the financial statements of The Mortgage Insurance Fund and Mortgage 
(Government Guaranteed Loans) Insurance Reserve Fund (“the funds”), set out on pages 68 to 79
which comprise the balance sheet as at March 31, 2010, the statements of changes in fund balances
and 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 and fair presentation of the financial statements in 
accordance with International Financial Reporting Standards.  This responsibility includes designing, 
implementing and maintaining internal controls relevant to the preparation and fair presentation of 
financial statements that are free from material misstatement, whether due to fraud or error; selecting 
and consistently applying appropriate accounting policies; and making accounting estimates that are 
reasonable in the circumstances.

Auditors’ Responsibility

Our responsibility is to express an opinion on the financial statements based on our audit.  We 
conducted our audit 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 as to whether or not the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence relating to the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditors’ judgment, 
including the assessment of the risks of material misstatement of the financial statements, whether due
to fraud or error.  In making those risk assessments, the auditors consider internal controls relevant to 
the entity's preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion 
on the effectiveness of the entity's internal controls. An audit also includes evaluating the 
appropriateness of accounting policies 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 to provide a basis 
for our audit opinion.
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INDEPENDENT AUDITORS’ REPORT (CONT’D)

To the Directors of
THE MORTGAGE INSURANCE FUND AND MORTGAGE (GOVERNMENT GUARANTEED 
LOANS) INSURANCE RESERVE FUND
(Established under the Mortgage Insurance Act

Administered by Jamaica Mortgage Bank)

Report on the financial statements (cont’d)

Opinion

In our opinion, the financial statements give a true and fair view of the financial position of the 
funds as at March 31, 2010, and of the changes in fund balances for the year then ended, in 
accordance with International Financial Reporting Standards.

Chartered Accountants
Kingston, Jamaica

September 8, 2010
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THE MORTGAGE INSURANCE FUND
[Established under the Mortgage Insurance Act
Administered by Jamaica Mortgage Bank]

Balance Sheet
March 31, 2010

Note 2010 2009
$’000 $’000

ASSETS
Cash and cash equivalents 3,503 258
Investments 4 730,872 1,053,932
Accounts receivable 5 124,218 135,492
Due from Jamaica Mortgage Bank 138,884 -

997,477 1,189,682

LIABILITIES
Accounts payable 399 399
Due to Mortgage (Government Guaranteed

Loans) Insurance Reserve Fund 73 51
Due to Jamaica Mortgage Bank - 1,080

472 1,530

Net assets 997,005 1,188,152

Financed by:
ACCUMULATED SURPLUS 997,005 1,188,152

The financial statements on pages 68 to 79 were approved for issue by the Board of 
Directors on September 8, 2010 and signed on its behalf by:

___________________________  Chairman
George Thomas

___________________________  Director
Osmond Clarke

The accompanying notes form an integral part of the financial statements.
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THE MORTGAGE INSURANCE FUND
[Established under the Mortgage Insurance Act
Administered by Jamaica Mortgage Bank]

Balance Sheet
March 31, 2010

Note 2010 2009
$’000 $’000

ASSETS
Cash and cash equivalents 3,503 258
Investments 4 730,872 1,053,932
Accounts receivable 5 124,218 135,492
Due from Jamaica Mortgage Bank 138,884 -

997,477 1,189,682

LIABILITIES
Accounts payable 399 399
Due to Mortgage (Government Guaranteed

Loans) Insurance Reserve Fund 73 51
Due to Jamaica Mortgage Bank - 1,080

472 1,530

Net assets 997,005 1,188,152

Financed by:
ACCUMULATED SURPLUS 997,005 1,188,152

The financial statements on pages 53 to 64 were approved for issue by the Board of 
Directors on September 8, 2010 and signed on its behalf by:

___________________________  Chairman
George Thomas

___________________________  Director
Osmond Clarke

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

THE MORTGAGE INSURANCE FUND

BALANCE SHEETS

March 31, 2010 
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THE MORTGAGE INSURANCE FUND
[Established under the Mortgage Insurance Act
Administered by Jamaica Mortgage Bank]

Statement of Changes in Fund Balance
Year ended March 31, 2010

2010 2009
$’000 $’000

Increase in fund:

Three-fifths of mortgage loan insurance fees 699 908
Four-fifths of mortgage loan insurance fees - 601
Investment income 214,925 164,820

215,624 166,329
Decrease in fund:

Transferred to the Bank as contribution
towards the cost of administering the 

Mortgage Insurance Act ( 5,253) ( 4,735)
Administration charges paid to the Bank ( 1,518) ( 8,640)
Transferred to the Government of Jamaica as Distribution ( 400,000) -

( 406,771) ( 13,375)

Net increase in fund balance for year ( 191,147) 152,954

Fund balance at beginning of year 1,188,152 1,035,198

Fund balance at end of year 997,005 1,188,152

The accompanying notes form an integral part of the financial statements.
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THE MORTGAGE INSURANCE FUND
[Established under the Mortgage Insurance Act
Administered by Jamaica Mortgage Bank]

Statement of Changes in Fund Balance
Year ended March 31, 2010

2010 2009
$’000 $’000

Increase in fund:

Three-fifths of mortgage loan insurance fees 699 908
Four-fifths of mortgage loan insurance fees - 601
Investment income 214,925 164,820

215,624 166,329
Decrease in fund:

Transferred to the Bank as contribution
towards the cost of administering the 

Mortgage Insurance Act ( 5,253) ( 4,735)
Administration charges paid to the Bank ( 1,518) ( 8,640)
Transferred to the Government of Jamaica as Distribution ( 400,000) -

( 406,771) ( 13,375)

Net increase in fund balance for year ( 191,147) 152,954

Fund balance at beginning of year 1,188,152 1,035,198

Fund balance at end of year 997,005 1,188,152

The accompanying notes form an integral part of the financial statements.
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MORTGAGE (GOVERNMENT GUARANTEED LOANS) INSURANCE RESERVE FUND
[Established under the Mortgage Insurance Act
Administered by Jamaica Mortgage Bank]

Balance Sheet
March 31, 2010

2010 2009
$’000 $’000

ASSETS
Due from Mortgage Insurance Fund 73 51
Government of Jamaica bond - 19
Government of Jamaica investment debenture 15 15

88 85
Financed by:
ACCUMULATED SURPLUS 88 85

The financial statements on pages 70 to 79 were approved for issue by the Board of 
Directors on September 8, 2010 and signed on its behalf by:

________________________  Chairman
George Thomas

________________________  Director
Osmond Clarke

The accompanying notes form an integral part of the financial statements.
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MORTGAGE (GOVERNMENT GUARANTEED LOANS) INSURANCE RESERVE FUND
[Established under the Mortgage Insurance Act
Administered by Jamaica Mortgage Bank]

Balance Sheet
March 31, 2010

2010 2009
$’000 $’000

ASSETS
Due from Mortgage Insurance Fund 73 51
Government of Jamaica bond - 19
Government of Jamaica investment debenture 15 15

88 85
Financed by:
ACCUMULATED SURPLUS 88 85

The financial statements on pages 53 to 64 were approved for issue by the Board of 
Directors on September 8, 2010 and signed on its behalf by:

________________________  Chairman
George Thomas

________________________  Director
Osmond Clarke

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

MORTGAGE (GOVERNMENT GUARANTEED LOANS) INSURANCE RESERVE FUND

BALANCE SHEETS

March 31, 2010 
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MORTGAGE (GOVERNMENT GUARANTEED LOANS) INSURANCE RESERVE FUND
[Established under the Mortgage Insurance Act
Administered by Jamaica Mortgage Bank]

Statement of Changes in Fund Balance
Year ended March 31, 2010

2010 2009
$’000 $’000

Increase in fund:

Investment income 6 5

Decrease in fund:

One-half of investment income transferred to the Bank
as contribution towards the cost of administering the 

Mortgage Insurance Act ( 3) ( 2)

Net increase in fund for year 3 3

Fund balance at beginning of year 85 82

Fund balance at end of year 88 85

The accompanying notes form an integral part of the financial statements.
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MORTGAGE (GOVERNMENT GUARANTEED LOANS) INSURANCE RESERVE FUND
[Established under the Mortgage Insurance Act
Administered by Jamaica Mortgage Bank]

Statement of Changes in Fund Balance
Year ended March 31, 2010

2010 2009
$’000 $’000

Increase in fund:

Investment income 6 5

Decrease in fund:

One-half of investment income transferred to the Bank
as contribution towards the cost of administering the 

Mortgage Insurance Act ( 3) ( 2)

Net increase in fund for year 3 3

Fund balance at beginning of year 85 82

Fund balance at end of year 88 85

The accompanying notes form an integral part of the financial statements.
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THE MORTGAGE INSURANCE FUND AND MORTGAGE 
(GOVERNMENT GUARANTEED LOANS) INSURANCE RESERVE FUND
[Established under the Mortgage Insurance Act
Administered by Jamaica Mortgage Bank]

Notes to the Financial Statements
March 31, 2010

1. Identification

(a) The Mortgage Insurance Fund

(i) Establishment and functions

The Mortgage Insurance Fund (“the Fund”) was established under section 9 of the 
Mortgage Insurance Act (“the Act”). Under Section 25 of the Jamaica Mortgage 
Bank Act 1973, the functions of the Jamaica Development Bank in relation to the 
Mortgage Insurance Act shall be carried out by the Jamaica Mortgage Bank and 
references in the Act to the Development Finance Corporation shall (notwithstanding 
Section 25 of the Jamaica Development Bank Act, 1969) be deemed to be references 
to the Jamaica Mortgage Bank.  Accordingly, all assets and liabilities of the 
Mortgage Insurance Fund were taken over by the Jamaica Mortgage Bank at June 15, 
1973 and administered from that date.  

The Fund is domiciled in Jamaica and its principal place of business is located at 33 
Tobago Avenue, Kingston 5, Jamaica.

(ii) Funding

The Act requires that four-fifths of the insurance fees received by the Bank be paid 
into the Fund.  An amendment to the Act, stipulates that three-fifths of the insurance 
fees received by the Bank be paid into the Fund, effective July 24, 2008. The income 
of the Fund belongs to the Fund and not to the Bank except as set out in note 1(c) 
below.

(b) The Mortgage (Government Guaranteed Loans) Insurance Reserve Fund

The Mortgage (Government Guaranteed Loans) Insurance Reserve Fund was established 
under section 11 of the Mortgage Insurance Act, using certain funds transferred by the 
Accountant General.  The income of this Fund belongs to this Fund and not to the Bank 
except as set out in note 1(c) below.

(c) Costs of and Funding for Administration of Mortgage Insurance Act 

The employees of the Bank manage the operations of the Mortgage Insurance Fund and the 
Mortgage (Government Guaranteed Loans) Insurance Reserve Fund.  Section 14 of the 
Mortgage Insurance Act provides for the Bank to meet its costs of administering the Act in 
the following way:

 one-half of the return on the income and assets of the Mortgage (Government 
Guaranteed Loans) Insurance Reserve Fund and two-fifths (one-fifth up to July 23,
2008) of the insurance fees received; and, if not adequate, then by-

 withdrawals from the Mortgage Insurance Fund of up to one-half of the return on 
investment and assets of the Fund for that year; and, if more is still required, then by-
advances from the Government’s Consolidated Fund.

(d) The principal purpose of the Fund is to provide mortgage indemnity insurance.
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Notes to the Financial Statements (Continued)
March 31, 2010

2. Statement of compliance and basis of preparation

The financial statements are prepared on the historical cost basis, and in accordance with 
International Financial Reporting Standards (“IFRS”).  

The preparation of the financial statements in conformity with IFRS requires management to 
make estimates and assumptions that affect the reported amount of, and disclosures relating 
to, assets, liabilities, contingent assets and contingent liabilities at the balance sheet date and 
the income and expenses for the year then ended.  Actual amounts could differ from those
estimates.

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

There are no significant assumptions and judgements applied in these financial statements 
giving rise to a risk of material adjustments in the next financial year.

3. Significant accounting policies

(a) Cash and cash equivalents

Cash and cash equivalents comprise cash and bank balances including short-term 
deposits with maturities of between one and twelve months from the balance sheet 
date.

(b) Investments:

Investments in financial instruments are classified as loans and receivables and 
available-for-sale securities.  Management determines the appropriate classification of 
investments at the time of purchase.

Government of Jamaica or other securities and loans with fixed or determined 
payments, for which there is not an active market which are not intended for sale 
immediately or in the near term designated upon initial recognition as at fair value 
through profit or loss or as available-for-sale, are classified as loans and receivables.
These are initially measured at cost and subsequently at amortised cost, using the 
effective interest rate method, less impairment losses.

(c) Accounts receivable:

Trade and other receivables are stated at cost, less impairment losses.

(d) Accounts payable:

Trade and other payables are stated at cost.
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Notes to the Financial Statements (Continued)
March 31, 2010

2. Statement of compliance and basis of preparation

The financial statements are prepared on the historical cost basis, and in accordance with
International Financial Reporting Standards (“IFRS”).  

The preparation of the financial statements in conformity with IFRS requires management to 
make estimates and assumptions that affect the reported amount of, and disclosures relating 
to, assets, liabilities, contingent assets and contingent liabilities at the balance sheet date and 
the income and expenses for the year then ended.  Actual amounts could differ from those
estimates.

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

There are no significant assumptions and judgements applied in these financial statements 
giving rise to a risk of material adjustments in the next financial year.

3. Significant accounting policies

(a) Cash and cash equivalents

Cash and cash equivalents comprise cash and bank balances including short-term 
deposits with maturities of between one and twelve months from the balance sheet date.

(b) Investments:

Investments in financial instruments are classified as loans and receivables and 
available-for-sale securities.  Management determines the appropriate classification of 
investments at the time of purchase.

Government of Jamaica or other securities and loans with fixed or determined 
payments, for which there is not an active market which are not intended for sale 
immediately or in the near term designated upon initial recognition as at fair value 
through profit or loss or as available-for-sale, are classified as loans and receivables.
These are initially measured at cost and subsequently at amortised cost, using the 
effective interest rate method, less impairment losses.

(c) Accounts receivable:

Trade and other receivables are stated at cost, less impairment losses.

(d) Accounts payable:

Trade and other payables are stated at cost.
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Notes to the Financial Statements (Continued)
March 31, 2010

2. Statement of compliance and basis of preparation

The financial statements are prepared on the historical cost basis, and in accordance with 
International Financial Reporting Standards (“IFRS”).  

The preparation of the financial statements in conformity with IFRS requires management to 
make estimates and assumptions that affect the reported amount of, and disclosures relating 
to, assets, liabilities, contingent assets and contingent liabilities at the balance sheet date and 
the income and expenses for the year then ended.  Actual amounts could differ from those
estimates.

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

There are no significant assumptions and judgements applied in these financial statements 
giving rise to a risk of material adjustments in the next financial year.

3. Significant accounting policies

(a) Cash and cash equivalents

Cash and cash equivalents comprise cash and bank balances including short-term 
deposits with maturities of between one and twelve months from the balance sheet 
date.

(b) Investments:

Investments in financial instruments are classified as loans and receivables and 
available-for-sale securities.  Management determines the appropriate classification of 
investments at the time of purchase.

Government of Jamaica or other securities and loans with fixed or determined 
payments, for which there is not an active market which are not intended for sale 
immediately or in the near term designated upon initial recognition as at fair value 
through profit or loss or as available-for-sale, are classified as loans and receivables.
These are initially measured at cost and subsequently at amortised cost, using the 
effective interest rate method, less impairment losses.

(c) Accounts receivable:

Trade and other receivables are stated at cost, less impairment losses.

(d) Accounts payable:

Trade and other payables are stated at cost.
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March 31, 2010

3. Significant accounting policies (cont’d)

(e) Impairment:

The carrying amounts of the Funds’ assets are reviewed at each balance sheet date to 
determine whether there is any indication of impairment.  If any such indication exists,
the assets’ recoverable amounts are estimated at each balance sheet date.  An 
impairment loss is recognised whenever the carrying amount of an asset or its cash-
generating unit exceeds its recoverable amount.  Impairment losses are recognised in the 
statement of changes in Fund balance.

(i) Calculation of recoverable amount

The recoverable amount of the Funds’ investments in loans and receivables,
available-for-sale securities and accounts receivable is calculated as the present 
value of expected future cash flows, discounted at the original effective interest 
rate inherent in the asset.  Receivables with short duration are not discounted.

(ii) Reversals of impairment

An impairment loss in respect of loans and receivables is reversed if the 
subsequent increase in recoverable amount can be related objectively to an event 
occurring after the impairment loss was recognised.

An impairment loss is reversed only to the extent that the assets carrying amount 
does not exceed the carrying amount that would have been determined; if no 
impairment loss had been recognised.

4. Investments – Mortgage Insurance Fund
2010 2009
$’000 $’000

Loans and receivables – carried at amortised cost
Government of Jamaica:

Local registered stocks - 35,116
Investment debentures - 136,028
Investment bonds 700,632 874,483

700,632 1,045,627

Resale agreements 30,240 8,305

730,872 1,053,932
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Notes to the Financial Statements (Continued)
March 31, 2010

2. Statement of compliance and basis of preparation

The financial statements are prepared on the historical cost basis, and in accordance with 
International Financial Reporting Standards (“IFRS”).  

The preparation of the financial statements in conformity with IFRS requires management to 
make estimates and assumptions that affect the reported amount of, and disclosures relating 
to, assets, liabilities, contingent assets and contingent liabilities at the balance sheet date and 
the income and expenses for the year then ended.  Actual amounts could differ from those
estimates.

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

There are no significant assumptions and judgements applied in these financial statements 
giving rise to a risk of material adjustments in the next financial year.

3. Significant accounting policies

(a) Cash and cash equivalents

Cash and cash equivalents comprise cash and bank balances including short-term 
deposits with maturities of between one and twelve months from the balance sheet 
date.

(b) Investments:

Investments in financial instruments are classified as loans and receivables and 
available-for-sale securities.  Management determines the appropriate classification of 
investments at the time of purchase.

Government of Jamaica or other securities and loans with fixed or determined 
payments, for which there is not an active market which are not intended for sale 
immediately or in the near term designated upon initial recognition as at fair value 
through profit or loss or as available-for-sale, are classified as loans and receivables.
These are initially measured at cost and subsequently at amortised cost, using the 
effective interest rate method, less impairment losses.

(c) Accounts receivable:

Trade and other receivables are stated at cost, less impairment losses.

(d) Accounts payable:

Trade and other payables are stated at cost.
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4. Investments – Mortgage Insurance Fund (cont’d)

Resale agreements are amounts used by the Fund to acquire an interest in Treasury Bills and 
Government of Jamaica Local Registered Stocks for a specified period to provide a specified 
yield.  Under the agreements, the securities will be repurchased from the Fund by the party to 
the contract on given dates, at given amounts. These are accounted for as short-term 
collateralised lending.  The fair value of the underlying securities at the balance sheet date
was $30,310,000 (2009:$8,305,000). The difference between the purchase and resale 
considerations is recognised as interest income over the term of the contract using the 
effective interest method.

5. Accounts receivable
2010 2009
$’000 $’000

Interest receivable 6,262 33,975
Withholding tax recoverable 117,953 101,513
Other 3 4

124,218 135,492

6. Financial instruments and financial risk management

A financial instrument is any contract that gives rise to a financial asset of one enterprise and 
a financial liability or equity instrument of another enterprise.

For the purpose of the financial statements of the Mortgage Insurance Fund, financial assets 
have been determined to include cash and cash equivalents, investments and accounts 
receivable. Financial liabilities have been determined to include accounts payable and Due to 
Mortgage (Government Guaranteed Loans) Insurance Reserve Fund.

For the purpose of the financial statements of the Mortgage (Government Guaranteed Loans) 
Insurance Reserve Fund, financial assets have been determined to include Due from 
Mortgage Insurance Fund and Government of Jamaica Securities. There are no financial 
liabilities.

(a) Fair value: 

Fair value amounts represent estimates of the arm’s length consideration that would be 
currently agreed between knowledgeable, willing parties who are under no compulsion 
to act and is best evidenced by a quoted market price, if one exists.
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2. Statement of compliance and basis of preparation

The financial statements are prepared on the historical cost basis, and in accordance with 
International Financial Reporting Standards (“IFRS”).  

The preparation of the financial statements in conformity with IFRS requires management to 
make estimates and assumptions that affect the reported amount of, and disclosures relating 
to, assets, liabilities, contingent assets and contingent liabilities at the balance sheet date and 
the income and expenses for the year then ended.  Actual amounts could differ from those
estimates.

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

There are no significant assumptions and judgements applied in these financial statements 
giving rise to a risk of material adjustments in the next financial year.

3. Significant accounting policies

(a) Cash and cash equivalents

Cash and cash equivalents comprise cash and bank balances including short-term 
deposits with maturities of between one and twelve months from the balance sheet 
date.

(b) Investments:

Investments in financial instruments are classified as loans and receivables and 
available-for-sale securities.  Management determines the appropriate classification of 
investments at the time of purchase.

Government of Jamaica or other securities and loans with fixed or determined 
payments, for which there is not an active market which are not intended for sale 
immediately or in the near term designated upon initial recognition as at fair value 
through profit or loss or as available-for-sale, are classified as loans and receivables.
These are initially measured at cost and subsequently at amortised cost, using the 
effective interest rate method, less impairment losses.

(c) Accounts receivable:

Trade and other receivables are stated at cost, less impairment losses.

(d) Accounts payable:

Trade and other payables are stated at cost.
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6. Financial instruments and financial risk management (cont’d)

(a) Fair value (cont’d):

Determination of fair value:

The estimated fair value of the Funds’ financial instruments, except for investments,
are all considered to approximate their carrying values because of their short-term 
nature.

(b) Financial risk management:

The Funds’ activities are principally related to the use of financial instruments.  The 
Funds, therefore, have exposure to the following risks from the use of financial 
instruments in the ordinary course of business:

• credit risk
• market risk
• liquidity risk

The notes present information about the Funds’ exposure to each of the above risks, 
and the Funds’ objectives, policies and processes for measuring and managing risk.

Risk management framework

The Board of Directors of Jamaica Mortgage Bank has overall responsibility for the 
establishment and oversight of the Funds’ risk management framework. The Board has 
established Finance and Audit and Loans and Projects Committees for the Bank and, by 
extension, the Funds. These committees are responsible for developing and monitoring 
risk management policies in their specified areas – for the Bank and the Funds.

The risk management policies are established to identify and analyse the risks faced by 
the Funds, to set appropriate risk limits and controls, and to monitor risks and 
adherence to limits. Risk management policies and systems are reviewed regularly to 
reflect changes in market conditions, and products and services offered. The Bank,
through its training and management standards and procedures, aims to develop a 
disciplined and constructive control environment, in which all employees understand 
their roles and obligations. The Funds are managed by the Bank and benefit from the 
Bank’s risk management policies and processes.
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6. Financial instruments and financial risk management (cont’d)

(b) Financial risk management (cont’d)

The Audit Committee is responsible for monitoring the Funds’ compliance with risk 
management policies and procedures, and for reviewing the adequacy of the risk 
management framework.  

(i) Credit risk:

Credit risk is the risk that one party to a financial instrument will fail to 
discharge an obligation and cause the other party to incur a financial loss.

The assets presented on the balance sheets comprise the Funds’ exposure to 
credit risk.  

Except for significant investments in various forms of Government of Jamaica 
securities, there is no significant concentration of credit risk.  The Funds’ 
exposure to credit risk is limited to the carrying values of financial assets in the 
balance sheets.

There has not been any change in the Funds’ management of credit risk during 
the year.

(ii) Market risk:

Market risk is the risk that changes in market prices, such as interest rate, equity 
prices, foreign exchange rates and credit spreads (not relating to the 
obligor’s/issuer’s credit standing) will affect the Fund’s income or the value of 
its holdings of financial instruments. Each of the components of market price 
risks is considered below.  The objective of market risk management is to 
manage and control market risk exposures within acceptable parameters, while 
optimising returns.

• Interest rate risk:

Interest rate risk is the risk that that the value of a financial instrument will 
fluctuate due to changes in market interest rates. It arises when there is a 
mismatch between interest-earning assets and interest-bearing liabilities, 
which are subject to interest rate adjustment within a specified period.  It can 
be reflected as a loss of future net interest income and/or a loss of current 
market values. The Funds manage interest rate risk by monitoring interest 
rates daily, and ensuring that the maturity profile of its financial assets is 
matched by that of its financial liabilities to the extent practicable, given the 
nature of the business.
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2. Statement of compliance and basis of preparation

The financial statements are prepared on the historical cost basis, and in accordance with 
International Financial Reporting Standards (“IFRS”).  

The preparation of the financial statements in conformity with IFRS requires management to 
make estimates and assumptions that affect the reported amount of, and disclosures relating 
to, assets, liabilities, contingent assets and contingent liabilities at the balance sheet date and 
the income and expenses for the year then ended.  Actual amounts could differ from those
estimates.

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

There are no significant assumptions and judgements applied in these financial statements 
giving rise to a risk of material adjustments in the next financial year.

3. Significant accounting policies

(a) Cash and cash equivalents

Cash and cash equivalents comprise cash and bank balances including short-term 
deposits with maturities of between one and twelve months from the balance sheet 
date.

(b) Investments:

Investments in financial instruments are classified as loans and receivables and 
available-for-sale securities.  Management determines the appropriate classification of 
investments at the time of purchase.

Government of Jamaica or other securities and loans with fixed or determined 
payments, for which there is not an active market which are not intended for sale 
immediately or in the near term designated upon initial recognition as at fair value 
through profit or loss or as available-for-sale, are classified as loans and receivables.
These are initially measured at cost and subsequently at amortised cost, using the 
effective interest rate method, less impairment losses.

(c) Accounts receivable:

Trade and other receivables are stated at cost, less impairment losses.

(d) Accounts payable:

Trade and other payables are stated at cost.
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6. Financial instruments and financial risk management (cont’d)

(b) Financial risk management (cont’d):

(ii) Market risk (cont’d)

• Interest rate risk (cont’d):

Set out below is an analysis of the Mortgage Insurance Fund’s interest-rate 
sensitive financial instruments, based on the period in which the earlier of
the maturity dates and the contractual re-pricing dates occur. The interest-
rate sensitive financial instruments of the Mortgage (Government 
Guaranteed Loans) Insurance Reserve Fund are not material.

2010
Immediately Average

rate Within Three to Over 12 Non-rate effective
sensitive 3 months 12 months months sensitive Total yield

$’000 $’000 $’000 $’000 %

Investments - - - 700,632 - 700,632 12.50
Resale

agreements 30,240 - - - - 30,240 10.05
Cash and cash

equivalents - - - - 3,503 3,503 6.00

2009
Immediately Average

rate Within Three to Over 12 Non-rate effective
sensitive 3 months 12 months months sensitive Total yield

$’000 $’000 $’000 $’000 %

Investments - 49,962 200,097 795,815 - 1,045,874 20.96
Resale

agreements 8,304 - - - - 8,304 19.41
Cash and cash

equivalents - - - - 258 258 -

• Foreign currency risk:

Foreign currency risk is the risk that the value of a financial instrument will 
fluctuate due to changes in foreign exchange rates.

The directors and management believe that the Funds have limited exposure 
to foreign currency risk as it has no foreign currency liabilities and limited 
foreign currency assets.
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2. Statement of compliance and basis of preparation

The financial statements are prepared on the historical cost basis, and in accordance with 
International Financial Reporting Standards (“IFRS”).  

The preparation of the financial statements in conformity with IFRS requires management to 
make estimates and assumptions that affect the reported amount of, and disclosures relating 
to, assets, liabilities, contingent assets and contingent liabilities at the balance sheet date and 
the income and expenses for the year then ended.  Actual amounts could differ from those
estimates.

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

There are no significant assumptions and judgements applied in these financial statements 
giving rise to a risk of material adjustments in the next financial year.

3. Significant accounting policies

(a) Cash and cash equivalents

Cash and cash equivalents comprise cash and bank balances including short-term 
deposits with maturities of between one and twelve months from the balance sheet 
date.

(b) Investments:

Investments in financial instruments are classified as loans and receivables and 
available-for-sale securities.  Management determines the appropriate classification of 
investments at the time of purchase.

Government of Jamaica or other securities and loans with fixed or determined 
payments, for which there is not an active market which are not intended for sale 
immediately or in the near term designated upon initial recognition as at fair value 
through profit or loss or as available-for-sale, are classified as loans and receivables.
These are initially measured at cost and subsequently at amortised cost, using the 
effective interest rate method, less impairment losses.

(c) Accounts receivable:

Trade and other receivables are stated at cost, less impairment losses.

(d) Accounts payable:

Trade and other payables are stated at cost.
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Notes to the Financial Statements (Continued)
March 31, 2010

2. Statement of compliance and basis of preparation

The financial statements are prepared on the historical cost basis, and in accordance with 
International Financial Reporting Standards (“IFRS”).  

The preparation of the financial statements in conformity with IFRS requires management to 
make estimates and assumptions that affect the reported amount of, and disclosures relating 
to, assets, liabilities, contingent assets and contingent liabilities at the balance sheet date and 
the income and expenses for the year then ended.  Actual amounts could differ from those
estimates.

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

There are no significant assumptions and judgements applied in these financial statements 
giving rise to a risk of material adjustments in the next financial year.

3. Significant accounting policies

(a) Cash and cash equivalents

Cash and cash equivalents comprise cash and bank balances including short-term 
deposits with maturities of between one and twelve months from the balance sheet 
date.

(b) Investments:

Investments in financial instruments are classified as loans and receivables and 
available-for-sale securities.  Management determines the appropriate classification of 
investments at the time of purchase.

Government of Jamaica or other securities and loans with fixed or determined 
payments, for which there is not an active market which are not intended for sale 
immediately or in the near term designated upon initial recognition as at fair value 
through profit or loss or as available-for-sale, are classified as loans and receivables.
These are initially measured at cost and subsequently at amortised cost, using the 
effective interest rate method, less impairment losses.

(c) Accounts receivable:

Trade and other receivables are stated at cost, less impairment losses.

(d) Accounts payable:

Trade and other payables are stated at cost.
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6. Financial instruments and financial risk management (cont’d)

(b) Financial risk management (cont’d):

(ii) Market risk (cont’d)

• Other market price risks:

The Funds have no significant exposure to equity price risk as they have no
financial assets which are to be realised by trading in the securities market.

(iii) Liquidity risk:

Liquidity risk, also referred to as funding risk, is the risk that the Funds will 
encounter difficulty in raising funds to meet commitments associated with 
financial instruments.  Liquidity risk may result from an inability to sell a 
financial asset quickly at, or close to, its fair value.  Prudent liquidity risk 
management implies maintaining sufficient cash and marketable securities, and 
the availability of funding through an adequate amount of committed facilities.

The Funds’ exposure to liquidity risk is insignificant as their assets are readily 
realisable and claims against the Funds would be handled in a manner which 
provides for careful liquidation of assets.

7. New and revised IFRS and interpretations that became effective during the year

During the year, certain new and revised IFRS and interpretations became effective; however,
their adoption had no effect on the funds’ accounting policies.

8. New and revised IFRS and interpretations not yet effective

At the date of authorisation of the financial statements, there were certain standards and 
interpretations which were in issue but were not yet effective.  The adoption of those 
standards and interpretations are not expected to have a material impact on the financial 
statements.
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