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October 4, 2005

Hon. Donald Buchanan

Minister of Water & Housing

Ministry of Water & Housing

6 St. Lucia Avenue

Kingston 5

Dear Sir:

In accordance with Section 15 (1) of the Jamaica Mortgage Bank Act, No. 16 of 1973, I

have the honour of transmitting herewith the Bank's Report for the year ended March 31,

2005 and a copy of the Statement of the Bank's Accounts at March 31,2005, duly certified

by the Auditors.

Yours respectfully,

Genefa Hibbert

Chairman

ETTER OF TRANSMITTALL

JMB  ANNUAL  REPORT 2005  2



To be Jamaica's 

foremost and most  successful provider of diversified

housing and real estate financial services and the 

principal source of investments, thereby 

guaranteeing the implementation of high 

quality, high yielding 

development projects, and 

to provide a strong financial base for the government

and people of Jamaica.

UR VISIONO
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T o promote economic and 

environmentally acceptable housing 

solutions by mobilizing financial resources

for on-lending to public and private sector

developers and financial institutions; to

develop an active Secondary Mortgage

Market and provide Mortgage Indemnity

Insurance and other Real Estate financial

services.

The Bank will achieve its mission through

continuous research, education, interaction

with potential investors and a motivated

staff committed to the delivery of a viable

housing product for the benefit of the wider

community.

ISSION sTATEMENTM
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The Jamaica Mortgage Bank (JMB) was established in 1971 as a limited liability company and
was converted to a Statutory Corporation by an Act of Parliament in 1973.

The main objective of the Bank is to foster the development of housing island-wide through: 

a. The mobilization of loan funds for on-lending to developers and other lending 
institutions.

b. The operation of a secondary mortgage market facility.

c. The provision of mortgage insurance services as set out in the Mortgage Insurance Law
of 1960.

Based on the Jamaica Mortgage Bank Act, and in order to increase its scope of activities, the
Jamaica Mortgage Bank may carry out the following activities:

Guarantee loans made from private investment sources for building developments;

Sell investments of whatever kind when appropriate;

Lend money on security to be used for the construction of premises for private residen-
tial purposes or of a commercial or industrial nature;

Lend money on mortgages and carry out any other transaction involving mortgages;

Furnish financial advice and provide or assist in obtaining managerial, technical and 
administrative services for persons engaged in building development in Jamaica.

The Bank's Current Operations fall into three categories: -

Primary Market        -     The granting of short-term financing for construction and infra-
structure development.

Secondary Market      -    The buying of mortgages and securitizing into Mortgage- 
Backed Securities (MBS) for sale on the capital markets.

Mortgage Insurance   -     The insuring of residential mortgage loans.

t a glancea JAMAICA Mortgage Bank
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Missing:    K.  Churchill  Neita,  Hon.  Shirley  Tyndall
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GGeenneeffaa  HHiibbbbeerrtt
CHAIRMAN

NNeevviillllee  BBllyytthhee

John  Thompson



AAnnnnaalliissee  HHaarreewwoooodd

MMiillvveerrttoonn  RReeyynnoollddss
GENERAL  MANAGER
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Management Team

PPaattrriicckk  PPeeaarrtt    
Director  -  Projects  &  Planning

MMaarrcciiaa  MMiilllleerr  
Manager  -  Projects  &  Planning
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MMiillvveerrttoonn  RReeyynnoollddss
GENERAL  MANAGER

HHooppee  BBaarrnneetttt  
Director  -  Corporate  Services,

Human  Resource  &  Administration

JJaanneett  HHiinneess  
Director  Of  Finance
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T
he Jamaica Mortgage Bank
(JMB) was founded on the con-
cept of providing affordable

housing to the Jamaican people.
"Helping Developers to House
Jamaicans" has been our aim ever
since we opened our doors in 1971,
and all efforts and operations have
been directed towards the provision of
viable housing solutions through loans
to reputable developers. Housing
Jamaicans is our goal, and we believe
that the progress of this past year has
made a significant contribution to the
fulfillment of that goal.

We are proud to present the JMB's
Annual Report for the fiscal year
2004/2005, a year of stellar financial
performance and significant achieve-
ment. The Bank's accomplishments far
surpassed our expectations for this past
year, despite an environment that was,
at times, both problematic and chal-
lenging.

The JMB operates under three main
mandates: the mobilization of loan
funds for on-lending to public and pri-
vate sector housing developers and to
other lending institutions, the operation
of a secondary mortgage market facil-
ity, and the provision of mortgage
indemnity insurance services.

However, our main focus remains the
provision of affordable housing to the
Jamaican people as each new year
sees an increase in the demand for
housing. Despite all our successes and
achievements to date, considerable
work remains to be done, and the JMB
remains cognizant of its duty to help
fulfil the nationwide need for accept-
able housing solutions.

ESSAGE from the Chairman & General ManagerM

Milverton  reynolds
GGeenneerraall  mmaannaaggeerr

Genefa  Hibbert
CHAIRMAN
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During the period under review, the Bank contin-
ued its strong support for the housing sector by
financing the construction of 2716 housing solu-
tions, an increase of 26% over the 2150 solutions
financed in the previous year. These were spread
across thirteen (13) projects islandwide with 96% of
the solutions provided by the private housing sec-
tor. Commitments for the year were $1.1 billion, up
18% from $953M for the previous year, and disburse-
ments for the year were $615M, up 54% from $400M
for the previous year.

The Bank increased its asset base by over 10% from
$2.52 billion in 2003/4, to $2.78 billion in 2004/5. With
the addition of after tax profits of over $73M,
retained earnings increased by 13%, moving from
$558M in 2003/4 to $632M in 2004/5.

Efforts to stimulate the Secondary Mortgage
Market continued with the review of documenta-
tion and the quest for affordable funding. We have
taken the decision to 'jump-start' the market by
originating mortgages to form the base of a mort-
gage pool that can be securitized.

A total of 243 insurance policies and 16 undertak-
ings to insure (UTIs), providing coverage of $36M,
were issued during the year - April 2004 to March
2005. The Mortgage Insurance Fund stood at
$685M at the end of March 31st 2005, reflecting a
growth of 19% over the previous year.

The JMB experienced a decline in revenue due to
the reduction in interest rates on Government of
Jamaica securities during the period under review.
Although revenue declined, the Bank earned a
greater portion from its loan portfolio, 54% in 2004/5
compared with 31% in 2003/4. This indicates that
the Bank is moving in the right direction and is
channelling more funds into housing develop-
ments. We expect to see a continuation of this
trend in the financial year 2005/6, as organizational
changes are implemented to achieve greater
operating effectiveness.

Like any financial institution, the JMB recognizes the
need for constant improvement, and so we are
working to fine tune our systems and procedures,

and increase training of our human resources.
However, we present our statements with confi-
dence, knowing without a doubt that the JMB con-
tinues to be a solid and financially secure organiza-
tion. We remain committed to our main objective
of providing for Jamaicans, housing that is afford-
able, acceptable, and within qualified standards. 

Many thanks to the Minister of Water and Housing,
under whose portfolio the Bank falls, and to the
Board of Directors for their guidance, support and
commitment over the years.

Thanks as well to the staff, who have worked tire-
lessly towards the achievement of our mission.

We are prepared and eager to face the chal-
lenges ahead, and look forward to the new year,
with renewed strength, energy and commitment
geared towards achievement of our national
goals.
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Accounts Department
From left to right:
Karen Alexander-Lindsay, Janet Hines (Director), Roddington Mullings,
Marsha Palmer, Candice Ramanand, Gregory Charvis, Doreen Shaw (seated)
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Human Resource & Administration Department
From left to right :
Mavis Spence, Diane Shim, Pat Carter, Hope Barnett- Director (seated) 

uman Resource
& Administration DEPARTMENT

H   
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rojects DepartmentP  

Projects Department
From left to right :
Patrick Peart, Director (Seated), Joan Murdoch, Samuel Parkes, Janet Coley, Ann Marie Ellis-Bowen,
Marcia Miller & Patrick Myrie
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dministrative  StaffA

Administrative  Staff
Clifton Bennett         -   Customer Service Representative (Top Left)
Jefton Samma          -   Driver/Messenger (Top Right)
Danovan Blackburn -   Car Park Attendant (Bottom Left)
Earl Anderson         -   Security Guard (Bottom Right)
Rema Solomon        -   Office Attendant (Centre)
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AMAICA MORTGAGE BANK’s 
SEMINAR  ON  HOUSING  DEVELOPMENT    J

K
EY ISSUES IN PLANNING AND
IMPLEMENTING A SUCCESSFUL AND
PROFITABLE HOUSING DEVELOPMENT

was the title of the annual  JMB sponsored seminar
in December 2004 held at the Terra Nova Hotel. 

Over 190 participants including Financiers, Lawyers,
Bankers, Developers and organizations such as
NEPA, NWC, Titles Office, Survey Department, SRC
and NHT were in attendance. The main objective
of the seminar was to provide financial, technical
and administrative advice to developers.    

The seminar sensitized the audience to the process
required to secure critical services and inform of
new methods and approaches to development
being explored by various agencies.  

SITING OF HOUSING DEVELOPMENT TO ENGENDER
SUSTAINABLE DEVELOPMENT was the feature
presentation given by Dr. Lisa Lawrence.   Other
presentations were made by: Mrs. Genefa
Hibbert,Permanent Secretary with the Ministry of 

Water & Housing, (on behalf of the Honourable
Donald Buchanan, Minister of Water and Housing),
His Worship the Mayor Desmond McKenzie, Mrs.
Patricia Sinclair McCalla, (NEPA), Mr. Reynold
Scott, (Geon), and Mrs. Sandra Watson, (Real
Estate Board). 

The seminar was both practical and participatory
comprising of carefully arranged combinations of
presentations and discussions with a question and
answer period utilized for audience participation.  

Several organizations displayed their goods and
services at the seminar. Included among these
were:

. National Housing Trust

. Magil Palms Limited

. Jamaica National Building Society

. Sissons Paint (Huel Industries)

. Free Form Factory

The seminar was well received and based on feed-
back the JMB plans to have more exercises of this
nature in the future. 

Section of the audience at the JMB Housing Seminar
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Some of the Projects Financed by 
The Jamaica Mortgage Bank

April 2004 to March 2005

St. Mary

St. Andrew

St. Andrew

St. James

St. Andrew

St. Catherine

St. Ann

St. Andrew

St. James

Service Lots

3-B/Rm Units

2-B/Rm Units
Studios
3-B/Rm Units

2-B/Rm Units

1-B/Rm Units
2-B/Rm Units

2-B/Rm Units

2-B/Rm Units

3-B/Rm Units

Service Lots
3-B/Rm Units

Spring Valley

Dewsbury

Long Mountain

Cambridge Meadows

Merrivale Estates

Magil Palms

Greenwich Estates

Kingsway T/House

Irwin Point

Parish               Name of Project Type of        No. of 
Unit                 Units

180

5

468
36
26

105

24
24

458

130

26

121
24
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T
he Jamaica Mortgage Bank joined four
other corporate entities in the Adopt-A-
Roadway Programme, which was organ-

ized by the Ministry of Transport & Works and the
National Works Agency.

The programme was launched on May 25, 2004 by
the Minister of Transport & Works, Hon. Robert
Pickersgill. 

The JMB provided total funding of the activities
needed to beautify the adopted area, which
included:

. Removing litter from the adopted road-
way

. Pruning trees and planting grass

. Establishing flowerbeds

. Landscaping and maintenance 

The Bank is proud to be associated with this worthy
project, and hopes that other corporations will join
in the movement to help with the beautification of
Jamaica.

AMAICA MORTGAGE BANK
ADOPTS  A  ROADWAYJ
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One of the sections adopted by JMB - Intersection of Knutsford Boulevard and Trafalgar Road
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JAMAICA MORTGAGE BANK 
 
Statement of Group Revenue and Expenses 
Year ended March 31, 2005  
 
 
 Notes 2005 2004 
  $’000 $’000 
REVENUE 
 Interest from loans  200,900 158,929 
 Interest from deposits  27,269 36,921 
 Interest from sinking fund investments  -         44,605 
 Interest from other investments  131,327 260,627 

  Total interest income  359,496 501,082 

 Other income    12,116   14,009 

   371,612 515,091 
 
EXPENSES 
 Staff costs 22 (  43,120) (  38,650) 
 Other administrative and general expenses  (  85,229) (  90,756) 
 Finance costs: 
 Interest on bonds  (  76,605) (145,082) 
 Interest on loans  (    7,055) (    6,728) 

   (212,009) (281,216) 

Profit before income tax 23 159,603 233,875 
 
Income tax 24 (  85,996) (    7,116) 
 
PROFIT FOR THE YEAR    73,607 226,759 
 
 
Dealt with in the financial statements of: 
 
 The Bank  81,313 241,956 
 The subsidiary  (    7,706) (  15,197) 

     73,607 226,759 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The accompanying notes form an integral part of the financial statements. 
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JAMAICA MORTGAGE BANK 
 
Statement of Changes in Equity 
Year ended March 31, 2005  
 
 
Group 
 

    Special 
 Share Reserve Capital reserve Retained 
 capital fund reserve fund profits Total 
 $’000 $’000 $’000 $’000 $’000 $’000 

 
Balances at March 31, 2003 500,000 500,000 29,548 340,083 310,533 1,680,164 

Surplus on revaluation of land -      -        6,497   -      -             6,497 

Dividend (note 25) -      -      -      -      (  15,000) (     15,000) 

Profit for the year, being total  
   recognised gains -      -      -      -      226,759    226,759 

Transfer to retained profits*       -            -      (36,045)       -        36,045         -         

Balances at March 31, 2004 500,000 500,000 -      340,083 558,337 1,898,420 

Profit for the year, being total 
 recognised gains       -            -           -            -        73,607      73,607 

Balances at March 31, 2005 500,000 500,000      -      340,083 631,944 1,972,027  

 
 
Bank 

    Special 
 Share Reserve Capital reserve Retained 
 capital fund reserve fund profits Total 
 $’000 $’000 $’000 $’000 $’000 $’000 

 
Balances at March 31, 2003 500,000 500,000 29,548 340,083 421,110 1,790,741 

Surplus on revaluation of land     -          -         6,497    -         -       6,497 

Dividend (note 25)     -          -          -         -      (  15,000) (    15,000) 

Profit for the year, being total 
 recognised gains     -          -          -         -      241,956 241,956 

Transfer to retained profits*        -            -       (36,045)        -        36,045        -          

Balances at March 31, 2004 500,000 500,000    -      340,083 684,111 2,024,194 

Profit for the year, being total 
   recognised gains        -            -            -             -        81,313     81,313 

Balances at March 31, 2005 500,000 500,000      -      340,083 765,424 2,105,507 
 
 
 
 
*  The unrealised surplus in respect of the revaluation amount of property, plant and equipment, which 

was deemed to be cost, has been transferred to retained profits in accordance with the requirements 
for the first-time adoption of IFRS.  

 

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

JMB  ANNUAL  REPORT 200523



JMB  ANNUAL  REPORT 200524



JMB  ANNUAL  REPORT 200525



JAMAICA MORTGAGE BANK 
 
Notes to the Financial Statements (Continued) 
March 31, 2005  

 
 

3. Significant accounting policies 
 

(a) Interest: 
 

  Interest income and expense are accounted for on the accrual basis.  Where the collection 
of interest income is considered doubtful, a provision for loss is made for amounts 
already accrued and thereafter such interest is accounted for on the cash basis. 

 

 (b) Property, plant and equipment and depreciation: 
 

(i) Property, plant and equipment are stated at cost, less accumulated depreciation and 
impairment losses [see note 3(k)]. 

 

 (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 
estimated to write off the assets over their expected useful lives. Leasehold 
improvements are depreciated over the shorter of the period of the lease and the 
expected useful lives.  The depreciation rates are as follows: 

 

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

 
 (c) 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 statement 
of group revenue and expenses. 
 

(d) Investments: 
 

Investments purchased at the time of issue are classified as originated loans and 
receivables and are measured at amortised cost, less impairment losses.  Investments 
purchased on the secondary market are classified as available-for-sale and are stated at 
fair value.  Where the Group has the positive intent and ability to hold investments to 
maturity, they are classified as held-to-maturity investments and measured at amortised 
cost less impairment losses.   

 

(e) Consolidation: 
 

The consolidated financial statements combine the financial position, results of 
operations and cash flows of the Bank and its wholly-owned subsidiary (note 8), made up 
to March 31, 2005, after eliminating all material intra-group amounts. 
 

  The Bank and its subsidiary are collectively referred to as “Group”. 
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JAMAICA MORTGAGE BANK 
 
Notes to the Financial Statements (Continued) 
March 31, 2005  
 
 

3. Significant accounting policies (cont’d) 
  

(f) 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 Group revenue and expenses except 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. 

 

(g) Provision: 
 

A provision is recognised in the balance sheet when the Group has a legal or constructive 
obligation as a result of a past event, it is probable that an outflow of economic benefits 
will be required to settle the obligation, and a reliable estimate of the amount can be 
made.  If the effect of discounting is material, provisions are determined by discounting 
the expected future cash flows at a pre-tax rate that reflects current market assessments of 
the time value of money and, where appropriate, the risks specific to the liability. 

 

(h) Provision for probable loan losses: 
 

  The provision for probable loan losses is maintained at a level determined by 
management to be adequate to meet losses which may occur in the collection of 
outstanding loans and related interest.  The management determines this level by 
reference to past loan loss experience, current and anticipated business and economic 
conditions and, where enforcement of rights as lender is legally possible, the net 
realisable value of securities held. 

 

(i) 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. 

 

 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. 

 

JMB  ANNUAL  REPORT 200527



JMB  ANNUAL  REPORT 200528



JAMAICA MORTGAGE BANK 
 
Notes to the Financial Statements (Continued) 
March 31, 2005  
 
 

3. Significant accounting policies (cont’d) 
 

(k) Impairment: 
 

The carrying amounts of the Group’s 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 
Group revenue and expenses. 
 

 (i) Calculation of recoverable amount 
 

The recoverable amount of the Group’s investments in originated loans and 
receivables is calculated as the present value of expected future cash flows, 
discounted at the original effective interest rate inherent in the asset.  Receivables 
with a short duration are not discounted. 
 

The recoverable amount of other assets is the greater of their 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 pretax 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. 

 

(ii) Reversals of impairment 
 

An impairment loss in respect of originated 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. 

 

In respect of other assets, 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. 

 

(l) Investment in subsidiary: 
 

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

(m) Land held for development and sale: 
 

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

(n) 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. 
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JAMAICA MORTGAGE BANK 
 
Notes to the Financial Statements (Continued) 
March 31, 2005  
 
 

3. Significant accounting policies (cont’d) 
 

(n) Cash and cash equivalents (cont’d): 
 

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. 

 

(o) Investment properties: 
 
 Investment properties are carried at cost, less impairment losses. 

 

4. Resale agreements 
 

At March 31, 2005, securities obtained and held under resale agreements had a fair value of 
$1,617,965,741 for the Bank and the Group. 

 

5. Accounts receivable and prepaid expenses 
 
   Group   Bank  

 2005  2004 2005  2004 
 $’000 $’000 $’000 $’000 

 

 Accrued interest on loans receivable 164,876 182,884 164,876 182,884  
 Accrued interest on deposits  
    and investments 36,861 61,394 36,861 61,394 
 Other receivables and 
    prepaid expenses   95,750   56,458 100,045   56,458  

  297,487 300,736 301,782 300,736 
 

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 17) which falls due during the year under review, 
against the amount of principal and interest on the loan receivable from the Ministry of 
Environment and Housing [note 9 (b)] which falls due during the year under review.  The 
accumulated net effect of the offset is a receivable of $4,058,000 (2004: $1,457,000) from the 
Ministry of Finance, which is included in other receivables (above), made up substantially as 
follows: 

 

  2005 2004 
  $’000 $’000 
 

 Balance with Ministry of Finance: 
 

 Opening balance (  1,454) 8,611 
 Payments made during the year -     (  8,611) 
 Current year portion of amount due to 
    Ministry of Finance (note 17) 12,465 13,615 

   11,011 13,615 
 Current year portion of amount due from 
    Ministry of Environment and Housing [note 9(b)] (15,069) (15,069) 

 Net amount receivable from the Ministry 
    of Finance   (  4,058) (  1,454)  
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JAMAICA MORTGAGE BANK 
 
Notes to the Financial Statements (Continued) 
March 31, 2005  
 
6. Investment properties 
 
    Group and Bank  

 2005 2004 
 $’000 $’000 
 

 Additions, at cost, and balance at end of year 30,794      -       
 

 Investment properties comprise four apartments.  At the balance sheet date, the fair value of the 
apartments, based on bids received from potential purchasers shortly after the balance sheet 
date, was $38,400,000 (2004: $Nil).  
 

7. Other investments 
    Group and Bank  
   2005 2004 
   $’000 $’000 
 

 Originated loans and receivables carried 
     at amortised cost: 

 Government of Jamaica debentures: 
  18.00% 2004 Series S   -       76,018  
  14.50% 2004 Series W  -       15,492  
  19.75% 2004 Series X   -       5,814  
  36.25% 2004 Series Z   -       800 
  33.50% 2005 Series A   -         26,441  
  16.87% 2006 Series AJ   14,000        -       

     14,000 124,565  
 

8. Interest in subsidiary 
 
   2005 2004 
   $’000 $’000 
 
 Long-term loan 129,197 125,760  

 
 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. 

 
The long-term loan, which represents drawdowns under a $250,000,000 facility, is repayable 
over 5 years, which commenced on March 31, 2001, after a moratorium of 24 months on 
principal.  The balance shown includes a past-due amount of $125,759,893 (2004: 
$101,159,328).  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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JAMAICA MORTGAGE BANK 
 
Notes to the Financial Statements (Continued) 
March 31, 2005  
 
 

9. Loans receivable 
 

   Group and Bank  
    2005 2004 
    $’000 $’000 
 

 Construction loans – non-governmental borrowers [see (a)] 1,028,276 958,251 
 Less:  Provision for losses  (     97,945) (     75,000) 

    930,331 883,251  
 

 Construction loans – Ministry of Environment and Housing 
    [see (b)]  88,447 93,647  

 Mortgages [see (c)] - Staff  12,296 9,960  
   - Other       22,161      25,956 

      1,053,235 1,012,814  

 

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

 

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

 

(c) Mortgage loans for the Group and the Bank are repayable over periods of 15 to 25 years 
and carry varying interest rates. 

 
10. Long-term receivable 
 
 The long-term receivable represented contributions to the National Housing Trust up to July 31, 

1979, and were refunded during the year. 
 
11. Land held for development and sale 
 

  Group   Bank  
   2005 2004 2005 2004 
   $’000 $’000 $’000 $’000 
 

 Balance at the beginning of the year 70,001 70,001 70,000 70,000 
 Acquisition 81,110      -       81,110      -      

 Balance at the end of the year 151,111 70,001 151,110 70,000 

 

The amounts represents the cost of four (2004: three) properties acquired by the Group which 
are being held for sale - in some cases, possibly after development: 

 

(i) Two of the properties are held by the subsidiary.  The first 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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11. Land held for development and sale (cont’d) 
 

 The second property held by the subsidiary was acquired during the year from the Ministry 
of Environment and Housing in exchange for a portion of the afore-mentioned property.  
The legal and other formalities that are required to effect the transfer of the properties to the 
subsidiary are in progress. 

 

 The first property was valued on the open market basis by George Gregg & Company, 
Chartered Valuation Surveyors, of Montego Bay, on March 16, 1999, for $194,000,000.  
The property received in the exchange was valued on the open market basis by D.C. 
Tavares & Finson Realty Company Limited, Real Estate Agents, Appraisers and 
Auctioneers, on February 28, 2003, at $38,000,000.  The two valuations together aggregate 
$226,355,000. 

  

(ii) The other two properties are held by the Bank.   
 
12. Deferred tax asset and liability 
 
 (a) The deferred tax asset and liability are attributable to the following: 

  
 Group 
 

    Asset   Liability   Net  
   2005 2004 2005 2004 2005 2004 
   $’000 $’000 $’000 $’000 $’000 $’000 

   
 Unrealised exchange gain  -     -      (       67) -     (       67) -     
 Property, plant and equipment -     27,308 (     993) -     (     993) 27,308  
 Employee benefits -     -      (  2,816) (  3,127) (  2,816) (  3,127)  
 Accounts payable and accrued 
  charges 7,115 7,571 -      7,115 7,571  
 Accounts receivable and  
  prepaid expenses     -         -      (74,782) (21,542) (74,782) (21,542)  

   7,115 34,879 (78,658) (24,669) (71,543) 10,210 
  
  Comprising: 
  Bank     (71,543) 10,223 
  Subsidiary          -      (       13) 

  Group     (71,543) 10,210 
 
 

 Bank  
  
    Asset   Liability   Net  
   2005 2004 2005 2004 2005 2004 
   $’000 $’000 $’000 $’000 $’000 $’000 
   
 Unrealised exchange gain -        -     (       67) -     (       67) -     
 Property, plant and equipment -      27,321 (     980) -     (     980) 27,321 
 Employee benefits -      -     (  2,816) (  3,127) (  2,816) (  3,127) 
 Accounts payable and accrued 
    charges 7,115 7,571 -     -     7,115 7,571 
 Accounts receivable and  
    prepaid expenses     -           -     (74,782) (21,542) (74,782) (21,542) 

   7,115 34,892 (78,645) (24,669) (71,530) 10,223 
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12. Deferred tax asset and liability (cont’d) 
 

 (b) Movement on net deferred tax during the year is as follows: 
        
         

   Group                     Bank         
   2005 2004 2005 2004 
   $’000 $’000 $’000 $’000 
 

   Net deferred tax asset/(liability) at  
      beginning of year 10,210 (      13) 10,223 -    
   Net movement for the year (81,753) 10,223 (81,753) 10,223 

   Net deferred tax (liability)/asset at  
      end of year (71,543) 10,210 (71,530) 10,223 

 

13. 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; prior to that date it 
was administered by the trustees. 

 

  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, 2003, indicated a past service surplus of 
$2.318 million.  The actuaries have recommended that, based on the value of the fund, 
contributions of 10% of pensionable salaries should be made by the Bank.  Contributions 
during the year were at a rate of 15% of pensionable salaries to December 31, 2004 and 
10% from January 1, 2005 to March 31, 2005.  The next valuation will become due on 
July 31, 2006. 

 

 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 ten years of pensionable service. 

 

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

 (i) Plan asset recognised in the balance sheet  
 

   Group and Bank  

            Asset          
  2005 2004 
  $’000 $’000 
 

 Present value of funded obligations   (27,411) (21,301)  
 Fair value of plan assets   44,426 31,674  

    17,015 10,373  
 Unrecognised actuarial gains   (  4,782) (     992)  

 Recognised asset   12,233   9,381  
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13. Employee benefits (cont’d) 

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

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

   Group and Bank  

              Asset             
 2005 2004 
 $’000 $’000 
 
 Net asset at beginning of year 9,381 7,902  
 Contributions paid 3,107  2,593  
 Expense recognised in the statement 
    of group revenue and expenses (     255) (1,114)  

 Net asset at end of year 12,233 9,381  
  
  (iii) Expense recognised in the statement of Group revenue and expenses: 
 

   Group and Bank  

              Asset            
  2005 2004 
  $’000 $’000 
 
 Current service cost   1,675 1,406  
 Interest on obligation   2,652 2,234  
 Actuarial losses recognised   -    108  
 Expected return on plan assets   (4,072) (2,634)  
 Expense recognised in the statement 
  of Group revenue and expenses      255 1,114  
 

  Actual return on plan assets      24%   37%  
 

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

 

   Group and Bank  

  2005 2004 
  % % 
 

  Discount rate at March 31   12.50 12.50 
  Expected return on plan assets at March 31  12.50 12.50 
  Future salary increases   10.00 10.00 
  Future pension increases     3.50   3.50 
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14. Property, plant and equipment 
 

 Group 
 

    Furniture, 
 Freehold Freehold Leasehold fixtures and Plant and Motor 
 land buildings improvements equipment machinery vehicles Total 
 $’000 $’000 $’000 $’000 $’000 $’000 $’000

 
 Cost: 
 March 31, 2004 4,058 55,400 317 20,392 110 15,522 95,799 
 Additions      -     24,000    -    1,724 -   6,364 32,088 
 Disposals      -           -        -    (     252)    -   (  8,509) (    8,761) 

 March 31, 2005 4,058 79,400 317 21,864 110 13,377 119,126 
  
 
 Depreciation: 
 March 31, 2004        -       9,555   -      9,441   55   6,263   25,314 
 Charge for the year        -     1,585   -    2,197 11 2,867 6,660 
 Eliminated on disposal      -               -        -    (     247)    -   (  5,081) (    5,328) 

 March 31, 2005      -         11,140    -    11,391   66   4,049   26,646 
 
 Net book values: 
 March 31, 2005 4,058 68,260  317 10,473   44   9,328   92,480 
 
 March 31, 2004 4,058 45,845  317 10,951   55   9,259   70,485 

 
 
 Bank 
    Furniture, 
  Freehold Freehold fixtures and Motor 
  land buildings equipment vehicles Total 
  $’000 $’000 $’000 $’000 $’000  
 
 Cost: 
  March 31, 2004 74,058 55,400 20,031 15,522 165,011 
  Additions -      24,000 1,724 6,364 32,088 
  Disposals      -            -     (     252) (  8,509) (    8,761) 

  March 31, 2005  74,058 79,400 21,503 13,377 188,338 

 
 Depreciation: 
  March 31, 2004 -        9,555   9,262   6,264   25,081 
  Charge for the year   -      1,585 2,161 2,867 6,613 
  Disposals      -            -     (     247) (  5,082) (    5,329) 

  March 31, 2005      -      11,140 11,176   4,049   26,365 

 Net book values: 
  March 31, 2005   4,058 68,260 10,327   9,328   91,973 

  March 31, 2004   4,058 45,845 10,769   9,258   69,930 
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15. Accounts payable and accrued charges 
 
    Group              Bank       
  2005 2004 2005 2004 
  $’000 $’000 $’000 $’000 
    
 
 Interest payable 21,346 19,115 21,346 19,115 
 Other   3,516 47,016   3,011 46,363  

   24,862 66,131 24,357 65,478 
 
16. Bonds payable 
   Group and Bank  
  2005 2004 
  $’000 $’000 

 Shelter Bond III due 2004 [see (a) below] -        125,000  
 Shelter Bond IV due 2005 [see (b) below] -        125,000  
 Shelter Bond V due 2007 [see (c) below] 250,000 250,000 
 Shelter Bond VI [see (d) below] 400,000       -        

   650,000 500,000  
 

The segregated sinking fund comprised investments in time deposits and government securities 
and was established pursuant to the above bond issues to provide the primary source of 
repayment of the bonds.  The balance in that fund was used to redeem Shelter Bond III and IV 
during the year.  The Bank has decided to no longer maintain a segregated sinking fund, but, 
instead, has designated investments that it holds in a particular financial institution as the 
sinking fund; this fund is managed internally by the Bank. 

 

(a) In December 1999, the Bank issued Shelter Bond III at 3% above the weighted average 
treasury bill rate after company income tax.  The bonds were repaid in full on November 
30, 2004. 

 

(b) In March 2000, the Bank issued Shelter Bond IV at 3% above the weighted average 
treasury bill rate after company income tax.  These bonds were repaid in full on January 
31, 2005. 

 

(c) In February 2002, the Bank issued Shelter Bond V at 1.25% above the weighted average 
treasury bill rate.  These bonds are repayable in full on January 31, 2007. 

 

(d) In February 2005, the Bank received the proceeds of Shelter Bond VI; however, the Bank 
has not yet satisfied all the conditions precedent to the issuing of the Bond.  The proceeds 
of the Bond were paid over to the Bank, bearing interest at a rate of 13.44% per annum, 
on condition that the funds remain with the financial institution from which the funds 
were received and to which the bonds are to be issued, in an appropriate account, earning 
interest at a rate of 13% per annum, and hypothecated to that institution. 

 

 The weighted average treasury bill yield rate used is that from the most recent auction of six 
month treasury bills prior to the commencement of the particular interest period. 
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17. Loan payable to Ministry of Finance 
 
 The amount due to the Ministry of Finance represents the following outstanding Jamaica dollar 

balances of overseas loans, for the repayment of which the Ministry of Finance took 
responsibility, on their original terms, with the Bank thereby becoming indebted to the Ministry 
(see note 5): 

 
  Group and Bank  
    2005 2004 
    $’000 $’000 
   Rate % 
 Loan Schedules per annum Repayable 
 
 532-HG-010 Schedule L3 9.23 2008 7,007 8,952  
 532-HG-011 Schedule L4 10.00 2012 13,350 15,130  
 532-HG-012A Schedule L5 10.00 2014 14,730 16,203  
 532-HG-012B Schedule L6 10.00 2016 12,100 13,200  
 Garveymeade Schedule L11 8.00 2017   6,269   6,571  

        53,456 60,056  
 
18. Other loan payable 
 
 This represents a loan from JN Fund Managers Limited, which bears interest at 21% per 

annum, on the reducing balance, and is repayable over 10 years. 
 
19. Share capital 
 
  Group and Bank  
   2005  2004 
   $’000 $’000 
 
 Authorised, issued and fully paid: 
  500,000,000 ordinary shares of $1 each 500,000 500,000 
 
20. 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 net profit (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 19), no further transfers are 
required (see also note 21). 

 
21. 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 20). 
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22. Staff number and cost 
 

The number of persons in the Group’s and the Bank’s employment at the end of the year was 
26 (2004: 28). 
 
The aggregate cost of these employees was as follows: 
 

   Group  

  2005 2004 
  $’000 $’000 

 
Salaries and wage-related expenses 38,931 34,139  
Statutory payroll contributions 2,216 1,907  
Employee benefit expense [note 13(b)(iii)] 255 1,114  
Staff welfare   1,718   1,490  

  43,120 38,650  
 

23. Profit before income tax 
 
The following are among the items charged in arriving at profit before income tax: 
 
 2005 2004 
 $’000 $’000 
 
Depreciation 6,600 5,996  
Directors emoluments - fees 301 301  
  - management remuneration Nil   Nil    
Auditors’ remuneration - current year 1,585 1,010  
  - prior year 300 -    
Increase in provision for bad debts 22,945 26,434  

 
24. Income tax 
 

(a) The income tax charge is computed at the rate of 33 % of the Group’s results for the 
year as adjusted for tax purposes, and is made up as follows: 

  2005 2004 
  $’000 $’000 

  (i) Current: 
  Provision for charge on current year’s results 4,381 17,339 
  Over provision of prior year’s tax charge (      138) -     
 
  (ii) Deferred:   
   Origination and reversal of temporary  
         differences (note 11) 81,753 (10,223)  

 Total income tax recognised in the statement 
      of Group revenue and expenses 85,996   7,116 
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24. Income tax (cont’d) 
 
 (b) The effective tax rate was 53.88% of $159,603,000 (2004: 12.17% of $58,469,000 – pro 

rated) pre-tax profits compared to a statutory rate of 331/3%.  The actual tax charge 
differed from the expected tax charge for the year as follows: 

  
 2005 2004 
 $’000 $’000 
  
  Profit before income tax  159,603    58,469  

  Computed “expected” tax expense  53,201  19,490  
  Tax effect of treating the following items  
     differently for financial statement purposes 
       than for tax reporting purposes:    
   Depreciation and capital allowances  27,589  (    6,641)  
   Employee benefit asset  4,078  659  
   Other     1,266  (    6,392)  
   Over provision of prior year’s tax charge  (       138)          -      

 Actual tax charge recognised in the  
      statement of Group revenue and expenses    85,996      7,116  

 
At the balance sheet date, taxation losses, subject to the agreement of the Commissioner 
of Taxpayer Audit and Assessment, available for set-off against future taxable profits, 
amounted to pproximately $96,000,000 (2004: $96,000,000) for the Group and $Nil 
(2004: Nil) for the Bank.  No deferred tax asset is recognised on the taxation losses in the 
books of the subsidiary as management believes that it is unlikely that, in the foreseeable 
future, the subsidiary will make profits against which the asset can be utilised. 

 
25. Dividend 
 
 Dividend of 3¢ per share, amounting to $15 million, was paid during the year ended March 31, 

2004. 
 
26. Financial instruments 

 
A financial instrument is any contract that gives rise to both a financial asset of one enterprise 
and a financial liability or equity instrument of another enterprise.  For the purpose of the 
financial statements, financial assets have been determined to include cash and cash 
equivalents, resale agreements, accounts receivable, other investments, loans receivable and 
long-term receivable.  Financial liabilities have been determined to include accounts payable, 
bonds payable, other loan payable to Ministry of Finance, and due to Mortgage Insurance Fund. 
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26. Financial instruments (cont’d) 
 

(a) Fair value: 
 

   Definition of 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.  Where quoted market 
prices are not available, the fair values of financial instruments have been determined 
using a generally accepted alternative method.  However, considerable judgement is 
required in obtaining and interpreting market data to develop estimates of fair value and 
even greater judgement where there is no public or over-the-counter market.  
Accordingly, the estimates presented in these financial statements, having been 
determined using, where practicable, alternative valuation techniques, given the absence 
of an active trading market for the instruments, are not necessarily indicative of the 
amounts that the Group would receive on realisation of its financial assets or pay to settle 
its financial liabilities in a current market exchange. 

 

Determination of fair value: 
 

The amounts included in the financial statements for cash and cash equivalents, resale 
agreements, accounts receivable, due to Mortgage Insurance Fund and accounts payable 
are considered to approximate their fair values because of their relatively short-term 
nature. 

 

The estimated fair value of investments, is determined by discounting future cash flows 
to their present values using estimated rates prevailing at balance sheet date for 
instruments with similar risk profiles.  The estimated fair values of the Group’s and the 
Bank’s other financial instruments have not been computed due to the unavailability of 
quoted market prices or sufficient other relevant market information.   

 

(b) Financial instrument risks: 
 
 Exposure to credit, interest rate, foreign currency, market, liquidity and cash flow risks 

arises in the ordinary course of the Group’s business.  Derivative financial instruments 
are not presently used to manage exposure to financial instrument risks. 

 

  (i) Credit risk: 
 

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

 

  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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26. Financial instruments (cont’d) 
 

(b) Financial instrument risks (cont’d): 
 

  (i) Credit risk (cont’d): 
 

 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.  As there are no off-balance 
sheet financial instruments, the Group’s maximum exposure to credit risk, i.e., the 
loss that would be suffered by the Group if all counterparties were to default at 
once, is limited to the carrying values of the financial assets in the balance sheet. 

 

(ii) Interest rate risk: 
 

Interest rate risk is the risk that the value of a financial instrument will fluctuate 
due to changes in market interest rates.  The Group manages this 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 following table summarises the carrying amounts of financial assets and 
liabilities to arrive at the Group’s interest rate gap based on the earlier of 
contractual repricing and maturity dates. 
 
Group 
  2005  
 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 -     408,472 -     -     6,896 415,368 
Resale agreements -     254,942 383,522 -     -     638,464 
Accounts receivable -     -     -     -     297,487 297,487 
Other investments -     -     14,000 -     -     14,000 
Loans receivable     -     149,404      38,461    802,374      62,996 1,053,235 

Total financial assets      -    812,818    435,983    802,374    367,379 2,418,554 
 
Accounts payable -     -     -     -     24,862 24,862 
Bonds payable -     -     -     650,000 -     650,000 
Loan payable to Ministry of Finance -     -     -     -     53,456 53,456 
Other loan payable  -     -     -     -          14,312      14,312 
Due to Mortgage Insurance Fund      -            -               -                -                   1               1 

Total financial liabilities      -            -               -        650,000      92,631    742,631 

Interest rate sensitivity gap*      -    812,818    435,983    152,374    274,748 1,675,923 

Cumulative gap      -    812,818 1,248,801 1,401,175 1,675,923         -        

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

instruments. 
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26. Financial instruments (cont’d) 
 
 (b) Financial instrument risks (cont’d): 
 

  (ii) Interest rate risk (cont’d): 
 
Group (cont’d) 
 
  2004  
 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 -      8,210 -       -       324 8,534 
Resale agreements -      843,016 49,678 -       -      892,694 
Accounts receivable -      -       -        -       300,735 300,735 
Other investments -      95,052 29,513 -       -      124,565 
Loans receivable -      900 486,411 525,503 -      1,012,814 
Long-term receivable       -            -             -                 -                   25             25 

Total financial assets       -      947,178 565,602 525,503    301,084 2,339,367 
 
Accounts payable -      -       -        -       66,131 66,131 
Bonds payable -      -       250,000 250,000 -      500,000 
Loan payable to Ministry of Finance -      -             -      60,056      60,056 
Due to Mortgage Insurance Fund       -            -             -              -                     1               1 

Total financial liabilities       -            -          250,000    250,000    126,188    626,188 

Interest rate sensitivity gap* -      947,178 315,602 275,503 174,896 1,713,179 

Cumulative gap       -      947,178 1,262,780 1,538,283 1,713,179         -       
  
 

 
Bank 
 
  2005  
 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 -    408,472 -      -      6,874 415,346 
Resale agreements -    254,942 383,522 -      -      638,464 
Accounts receivable -    -      -      -      301,782 301,782 
Other investments -    -      14,000 -      -      14,000 
Loans receivable     -    149,404    38,461 802,374      62,996 1,053,235 

Total financial assets      -    812,818 435,983 802,374    371,652 2,422,827 
  
       
Accounts payable -    -      -      -      24,357 24,357 
Bonds payable -    -      -      650,000 -      650,000 
Loan payable to  
   Ministry of Finance -    -      -      53,456    53,456 
Loan payable       -         -                 -             14,312            -        14,312 
Due to Mortgage Insurance Fund      -         -                 -                -                     1               1 

Total financial liabilities      -          -                 -          717,768      24,358    742,126 

Interest rate sensitivity gap* -    812,818 435,983 84,606 347,294 1,680,701 

Cumulative gap      -    812,818 1,248,801 1,333,407 1,680,701           -      

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

(b) Financial instrument risks (cont’d): 
 

(ii) Interest rate risk (cont’d): 
 
Bank (cont’d) 

 
 

  2004  
 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  -       8,210 -       -       227 8,437 
Resale agreements -       843,016 49,678 -       -       892,694 
Accounts receivable -       -       -       -       300,736 300,736 
Other investments -       95,052 29,513 -       -       124,565 
Loans receivable -       900 486,411 420,566 104,937  1,012,814 
Long-term receivable       -             -                -                -                   25             25 

Total financial assets       -       947,178    565,602    420,566    405,925 2,339,271 
 
Accounts payable -       -       -       -       65,478 65,478 
Bonds payable -       -       250,000 250,000 -       500,000 
Loan payable to Ministry of Finance -       -            -       -            60,056 60,056 
Due to Mortgage Insurance Fund       -             -            -                -                     1               1 

Total financial liabilities       -             -          250,000    250,000    125,535    625,535 

Interest rate sensitivity gap* -       947,178 315,602 170,566 280,390 1,713,736 
Cumulative gap       -       947,178 1,262,780 1,433,346 1,713,736         -        

 

 
 
*  The gap relates to balance sheet items; there are no off-balance sheet financial 
instruments. 
 
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 
  2005  
 Immediately Within  Three to  Over 
 rate sensitive 3 months 12 months  12 months Total 
 % % % % % 
 
Cash and cash equivalents -     8.00 -    -    8.00 
Resale agreements 12.85 15.27 15.42 -    15.35 
Other investments -     -     16.88 -    16.88 
Loans receivable -     20.89 21.01 20.41 20.49 
Bonds payable -     -     -    14.72 14.72 
Loan payable to  
   Ministry of Finance -     -     -    9.60 9.60 
Loan payable       -         -         -      21.00   21.00 
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JAMAICA MORTGAGE BANK 
 

Notes to the Financial Statements (Continued) 
March 31, 2005  
 

 

26. Financial instruments (cont’d) 
 

 (b) Financial instrument risks (cont’d): 
 

  (ii) Interest rate risk (cont’d): 
 

 

Group and Bank 
  
  2004  
 Immediately Within  3 to  Over 
  rate sensitive 3 months 12 months  12 months Total 
 % % % % %  
 

Cash and cash equivalents -     8.00 -     -     8.00 
Resale agreements -     25.90 23.24 -     20.22 
Other investments -     20.26 23.60 -     21.05 
Loans receivable -     -     5.00 21.30 21.30 
Bonds payable -     -     18.64 18.40 18.64 
Loans payable to 
    Ministry of Finance      -          -          -       9.67   9.67 
 

 (iii) 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 main currency giving rise 
to this risk is the US$. 
 

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.  Their exposure to foreign exchange rate 
changes is in respect of a deposit of US$102,861 (2004:US$78,823). 
 

(iv) Market risk: 
 

Market risk is the risk that the value of a financial instrument will fluctuate as a 
result of changes in market prices, whether those changes are caused by factors 
specific to the individual security or its issuer or factors affecting all securities 
traded in the market.  The directors and management believe that the Group has no 
significant exposure to market risk as it has no financial assets which are to be 
realised by trading in the securities market. 
 

(v) Liquidity risk: 
 
Liquidity risk, also referred to as funding risk, is the risk that the Group 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 ensuring the availability 
of funding through an adequate amount of committed credit facilities. 
 

The directors and management of the Group manage this risk by maintaining an 
adequate level of liquid funds. 
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26. Financial instruments (cont’d) 
 

 (b) Financial instrument risks (cont’d): 
 

 

(vi) Cash flow risk: 
 

Cash flow risk is the risk that future cash flows associated with a monetary 
financial instrument will fluctuate in amount.  The Group has no significant 
exposure to cash flow risk. 

 
27. Commitments 
 

(a) Loans approved but not disbursed by the Group and the Bank at March 31, 2005 
amounted to $570,737,000 (2004: $544,126,000). 

 
(b) Capital commitments approved and contracted at March 31, 2005 amounted to 

approximately $Nil (2004: $6,343,000) 
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JAMAICA MORTGAGE BANK 
 
 

SUPPLEMENTARY INFORMATION TO THE 
                                                             FINANCIAL STATEMENTS    

 
 

YEAR ENDED MARCH 31, 2005 
 



JAMAICA MORTGAGE BANK 

 
Statement of Bank Revenue and Expenses 
Year ended March 31, 2005  
 
 
 Notes 2005 2004 
  $’000 $’000 
 
REVENUE 
 Interest from loans  200,900 158,929 
 Interest from deposits  27,269 36,921 
 Interest from sinking fund investments           -       44,605 
 Interest from other investments  131,327 260,627 
 Other    12,116   14,009 

   371,612 515,091 
 
EXPENSES 
 Staff costs  (  43,120) (  38,650) 
 Other administrative and general expenses, net   (  77,523) (  75,559) 

Finance costs: 
Interest on bonds  (  76,605) (145,082) 
Interest on loans   (    7,055) (    6,728) 

   (204,303) (266,019) 

Profit before income tax  167,309 249,072 
Income tax  (  85,996) (    7,116) 

PROFIT FOR THE YEAR     81,313 241,956 
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JAMAICA MORTGAGE BANK 
 
MORTGAGE (GOVERNMENT GUARANTEED LOANS) INSURANCE RESERVE FUND 
[Established under the Mortgage Insurance Act] 
 
Statement of Changes in Fund Balance 
Year ended March 31, 2005  
 
 
   2005 2004 
  $’000 $’000 
 
Increase in fund: 

 Investment income  8 9 

Decrease in fund: 

 One-half of investment income transferred to the Bank 
 as contribution towards the cost of administering the  
  Mortgage Insurance Act  (  4) (   4) 

Net increase for year  4 5 

At beginning of year  70 65 

At end of year  74 70 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The accompanying notes form an integral part of the financial statements. 
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JAMAICA MORTGAGE BANK 
 
MORTGAGE INSURANCE FUND AND MORTGAGE  
(GOVERNMENT GUARANTEED LOANS) INSURANCE RESERVE FUND 
[Established under the Mortgage Insurance Act] 
 
Notes to the Financial Statements (Continued) 
MARCH 31, 2005  
 
 
2. Statement of compliance and basis of preparation (cont’d) 

 

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. 

 
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 originated 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 which are made directly to a 
borrower are classified as originated loans and receivables.  These are initially 
measured at cost and subsequently at amortised cost, using the effective interest rate 
method, less impairment losses [see note 3(f)]. 
 

Available-for-sale securities are financial assets not originated by the Fund or held-to-
maturity.  Available-for-sale securities are carried at fair value. 

 
(c) Accounts receivable: 

 

Trade and other receivables are stated at cost, less impairment losses [see note 3(f)]. 
 

(d) Accounts payable: 
  

Trade and other payables are stated at cost. 
 

(e) Provisions: 
 

A provision is recognised in the balance sheet when the Fund has a legal or constructive 
obligation as a result of a past event, it is probable that an outflow of economic benefits 
will be required to settle the obligation and a reliable estimate of the amount can be 
made.  If the effect is material, provisions are determined by discounting the expected 
future cash flows at a pre-tax rate that reflects current market assessments of the time 
value of money and, where appropriate, the risks specific to the liability. 
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MORTGAGE INSURANCE FUND AND MORTGAGE  
(GOVERNMENT GUARANTEED LOANS) INSURANCE RESERVE FUND 
[Established under the Mortgage Insurance Act] 
 

Notes to the Financial Statements (Continued) 
MARCH 31, 2005  

 
 

3. Significant accounting policies (cont’d) 
 

(f) 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 originated loans, 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. 
 
The recoverable amount of other assets is the greater of their 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. 

 
(f) Impairment: 

 
(ii) Reversals of impairment 

 
An impairment loss in respect of originated 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. 

 
In respect of other assets, 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, if no 
impairment loss had been recognised. 
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JAMAICA MORTGAGE BANK 
 
MORTGAGE INSURANCE FUND AND MORTGAGE  
(GOVERNMENT GUARANTEED LOANS) INSURANCE RESERVE FUND 
[Established under the Mortgage Insurance Act] 
 
Notes to the Financial Statements (Continued) 
MARCH 31, 2005  

 
 

4. Investments – Mortgage Insurance Fund 
 2005 2004 
  $’000 $’000 
 

 Originated loans and receivables – carried at amortised cost 

 Government of Jamaica: 

  Local Registered Stocks  100,124 214,968 

  

  Investment debenture  384,398 142,608   

     484,522 357,576   

 Available-for-sale carried at fair value 
  Resale agreements   123,531 148,528  

     608,053 506,104   
 

 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. 

 
5. Long-term receivable 
 
 This represented National Housing Trust contributions up to July 31, 1979 which were 

refunded during the year. 
 
6. Financial instruments 
 

A financial instrument is any contract that gives rise to a financial asset of one enterprise and 
a financial liability or equity instrument of another enterprise. 
 
For the purpose of the financial statements of the Mortgage Insurance Fund, financial assets 
have been determined to include cash and cash equivalents, investments, accounts receivable, 
due from Jamaica Mortgage Bank and long-term 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 local registered stocks and investment 
debentures.  There are no financial liabilities. 
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JAMAICA MORTGAGE BANK 
 
MORTGAGE INSURANCE FUND AND MORTGAGE  
(GOVERNMENT GUARANTEED LOANS) INSURANCE RESERVE FUND 
[Established under the Mortgage Insurance Act] 
 
Notes to the Financial Statements (Continued) 
MARCH 31, 2005  
 
 
6. Financial instruments (cont’d) 
 

(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. 
 
Determination of fair value: 
 
The estimated fair value of the Funds’ financial instruments, except for investments and 
long-term receivable, are all considered to approximate their carrying values because of 
their short-term nature. 
 
The fair value of investments is considered to approximate their carrying value. 
 
The estimated fair value of long-term receivable has not been computed due to the 
unavailability of a quoted market price or other market information. 

 

(b) Financial instrument risks: 
 
   Exposure to credit, interest rate, foreign currency, market, liquidity and cash flow risks 

arises in the ordinary course of the Funds’ businesses.  No derivative financial 
instruments are presently used to manage exposure to financial instrument risks. 

 
  (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. 
 

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. 
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JAMAICA MORTGAGE BANK 
 
MORTGAGE INSURANCE FUND AND MORTGAGE  
(GOVERNMENT GUARANTEED LOANS) INSURANCE RESERVE FUND 
[Established under the Mortgage Insurance Act] 
 
Notes to the Financial Statements (Continued) 
MARCH 31, 2005  
 
 
6. Financial instruments (cont’d) 

 
(b) Financial instrument risks (cont’d): 
 

(ii) Interest rate risk: 
 
 Interest rate risk is the risk that the value of a financial instrument will fluctuate 

due to changes in market interest rates. 
 

  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 repricing dates occur. The interest-rate 
sensitive financial instruments of the Mortgage (Government Guaranteed Loans) 
Insurance Reserve Fund are immaterial. 

 
    2005  
      Average 
  Less than 6 to More than  effective 
  6 months 12 months 12 months Total yield 
  $’000 $’000 $’000 $’000 % 
 
  Investment   -    -         -         608,053 o/s   
  Cash and cash 
   equivalents        157        -              -                 157    -    
 
 

 
    2004  
      Average 

  Less than 6 to More than  effective 
  6 months 12 months 12 months Total yield 
  $’000 $’000 $’000 $’000 % 
 

  Investment 251,033 207,787 47,285 506,104 23 
  Cash and cash 
   equivalents     2,036       -            -          2,036    -     
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MORTGAGE INSURANCE FUND AND MORTGAGE  
(GOVERNMENT GUARANTEED LOANS) INSURANCE RESERVE FUND 
[Established under the Mortgage Insurance Act] 
 
 
Notes to the Financial Statements (Continued) 
MARCH 31, 2005  
 
 
6. Financial instruments (cont’d) 
 

(b) Financial instruments risks (cont’d): 
 

(iii) 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. 
 

 At balance sheet date, the Funds had no balances denominated in foreign 
currencies and, as a result, there is no exposure to foreign currency risk. 

 
(iv) Market risk: 

 
Market risk is the risk that the value of a financial instrument will fluctuate as a 
result of changes in market prices, whether those changes are caused by factors 
specific to the individual security or its issuer or factors affecting all securities 
traded in the market. 
 
Market risk is of little significance for the Funds as they do not hold any traded 
securities. 

 
(v) Liquidity risk: 

 
Liquidity risk, also referred to as funding risk, is the risk that the Fund 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. 

 
(vi) Cash flow risk: 

 
Cash flow risk is the risk that future cash flows associated with a monetary 
financial instrument will fluctuate in amount.  The Funds have no significant 
exposure to cash flow risk. 
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GRoss salaries for 

Senior Managers

JAMAICA Mortgage  Bank

2004 2005

General Manager $ 4,162,500 $4,209,300

Managers and Directors From $ 1,925,653   $1,978,756

To $ 2,678,000 $2,724,800
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