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RURAL AGRICULTURAL DEVELOPMENT AUTHORITY

STATEMENT OF COMPREHENSIVE INCOME

INCOME:
Government of Jamaica Subvention
Other income

EXPENDITURE:
Salaries, wages and related charges
Public utilities
Motor vehicle maintenance
General office expenses
Seminars and meetings
Repairs and maintenance
Consultancy
Bank charges and interest
Upkeep/travelling and subsistence
Directors’ and committee meetings
Rental of buildings
Security
Printing and stationery
Audit fee
Insurance
Legal and professional fees
Claims awarded

(DEFICIT)/SURPLUS
Depreciation

YEAR ENDED 31 MARCH 2020

18

(DEFICIT)/SURPLUS FOR THE YEAR FROM OPERATIONS
Transfer from capital reserve an amount equivalent
to depreciation charged on donated assets

NET (DEFICIT)/SURPLUS

OTHER COMPREHENSIVE INCOME:

Item that will not be reclassified to profit or loss:
Remeasurement of post-employment benefit obligations

TOTAL COMPREHENSIVE (DEFICIT)/INCOME FOR THE YEAR

FINANCIAL STATEMENTS

1,524,661
16,942

1,541,603

984,534
75,810
11,265
65,648

2,635
13,590
724
2,600

399,808

12,350
5,402
5,241

12,019
3,551
3,843

1,599,020

( 57,417)
(__18,068)

( 75,485)

4,981

(__70,504)

(__63,603)

(_134,107)

Page 4
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201
$’000

1,463,459
64,364

1,527,823

823,928
63,985
13,454
76,713

4,857
14,003
1,113
3,238

353,774

10,273
6,087
5,355

13,895
2,909
4,033
1,271

18,000

1,416,888

110,935
(__21,733)

89,202

6,648

95,850

33,579

129,429
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RURAL AGRICULTURAL DEVELOPMENT AUTHORITY

STATEMENT OF FINANCIAL POSITION

31 MARCH 2020

Note 2020 2019
$'000 $°000
ASSETS
NON-CURRENT ASSETS:
Froperty, ptant and equipment 7 162,144 176,653
Post-employment benefit assets § 180,849 233,788
142,993 410,441
CURRENT ASSETS:
Inventories g 7,612 7.418
Receivables 10 105,696 98,971
Taxation recoverable 11 2,110 1,977
Cash and cash equivalents 12 601,912 414,023
_717,330 522,389
1,060,323 932,830
RESERVES AND LIABILITIES:
RESERVES:
Capital reserve 13 20,883 24,582
Capital fund 14 161,638 163,840
Accumutated surplus 126,858 260,965
309,379 449 387
CURRENT LIABILITIES:
Froject advances 19 589,002 327,964
Payables 16 161,542 155,479
750,944 483,447
1,060,323 932,830
Approved for issue by the Board of Directors on 31 May 2022 and signed on its behalf hy:
Nichalas Jones - Chairman Marina Young - ChiefExecutive Officer (Acting]‘
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RURAL AGRICULTURAL DEVELOPMENT AUTHORITY

STATEMENT OF CHANGES IN RESERVES

YEAR ENDED 31 MARCH 2020

Capital Capital Accumulated
Reserve Fund Surplus Total

$’000 $’000 $’000 $’000

BALANCE AT 31 MARCH 2018 26,310 177,978 131,536 335,824
TOTAL COMPREHENSIVE INCOME:
Net surplus - - 95,850 95,850
Other comprehensive income - - 33,579 33,579

129,429 129,429

MOVEMENT IN RESERVES:

Decrease in capital fund - (14,138) - ( 14,138)

Increase in reserve 4,920 - - 4,920

Transfer of depreciation on donated assets  (_6,648) - - (__6,648)

((1,728) (14,138) - (_15,886)

BALANCE AT 31 MARCH 2019 24,582 163,840 260,965 449,387

TOTAL COMPREHENSIVE INCOME:
Net deficit - - ( 70,504) ( 70,504)
Other comprehensive income - - ((63,603) (_63,603)

(134,107)  (134,107)

MOVEMENTS IN RESERVES:

Decrease in capital fund - ( 2,202) - ( 2,202)
Increase in reserve 1,282 - - 1,282
Transfer of depreciation on donated assets (_4,981) - - (__4,981)
(_3,699) - - (_5,901)

BALANCE AT 31 MARCH 2020 20,883 161,638 126,858 309,379
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RURAL AGRICULTURAL DEVELOPMENT AUTHORITY

STATEMENT OF CASH FLOWS

YEAR ENDED 31 MARCH 2020

2020 2019
$’000 $’000

CASH FLOWS FROM OPERATING ACTIVITIES:
Net (deficit)/surplus ( 70,504) 95,850
Items not affecting cash resources:

Depreciation 18,068 21,733

Release from capital reserve ( 4,981) ( 6,648)

Gain on disposal of property, plant and equipment ( 1,078) -

Exchange gain on foreign balances ( 140) 574

( 58,635) 111,509

Changes in operating assets and liabilities -

Inventories ( 194) ( 387)

Receivables ( 6,725) ( 31,441)

Taxation recoverable ( 133) ( 153)

Project advances 261,038 ( 9,630)

Payables 6,463 ( 17,981)

Post-employment benefit asset (_10,664) (104,374)
Cash provided by/(used in) operating activities 191,150 (_52,457)
CASH FLOWS FROM INVESTING ACTIVITIES:

Addition to property, plant and equipment ( 4,110) ( 28,721)

Proceeds on disposal of property, plant and equipment 2,911 -
Cash used in investing activities (__1,199) (_28,721)
CASH FLOWS FROM FINANCING ACTIVITY
Net reduction in capital fund (_2,202) (_14,138)
Cash used in financing activity (__2,202) (_14,138)
NET DECREASE IN CASH AND CASH EQUIVALENTS 187,749 ( 95,316)
Exchange gain on foreign cash balances 140 ( 574)
Cash and cash equivalents at beginning of year 414,023 509,913
CASH AND CASH EQUIVALENTS AT END OF YEAR (Note 12) 601,912 414,023
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RURAL AGRICULTURAL DEVELOPMENT AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS

31 MARCH 2020

IDENTIFICATION AND PRINCIPAL ACTIVITY:

The Authority is incorporated in Jamaica under the Rural Agricultural Development Authority Act of
1990, and is directly owned by the Government of Jamaica. The Authority is funded by the Ministry
of Finance and is accountable to that Ministry through the Ministry of Industry, Commerce,
Agriculture & Fisheries. The registered office of the Authority is Hope Gardens, Kingston 6.

The principal objective of the Authority is to manage, operate, maintain and expand existing and
future agricultural schemes established by the Government of Jamaica with special emphasis on
extension services to small farmers.

REPORTING CURRENCY:

Items included in the financial statements of the Authority are measured using the currency of
the primary economic environment in which the Authority operates (‘the functional currency).
These financial statements are presented using the Jamaican dollars which is considered the
Authority’s functional and presentation currency.

SIGNIFICANT ACCOUNTING POLICIES:

The principal accounting polices applied in the preparation of these financial statements are set
out below. The policies have been consistently applied to all the years presented. Amounts are
rounded to the nearest thousand unless otherwise stated.

() Basis of preparation

These financial statements have been prepared in accordance with International Financial
Reporting Standards and International Accounting Standards as issued by the International
Accounting Standards Board (IASB) and Interpretations (collectively IFRSs). The financial
statements have been prepared under the historical cost convention.

The preparation of financial statements in conformity with IFRSs requires the use of certain
critical accounting estimates. It also requires management to exercise its judgement in
the process of applying the Authority’s accounting policies. Although these estimates are
based on management’s best knowledge of current events and actions, actual results could
differ from those estimates. The areas involving a higher degree of judgment or
complexity, or areas where assumptions and estimates are significant to the financial
statements are disclosed in note 4.
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RURAL AGRICULTURAL DEVELOPMENT AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS

31 MARCH 2020

SIGNIFICANT ACCOUNTING POLICIES (CONT’D):

(@)

Basis of preparation (cont’d)
New standards, interpretations and amendments effective in the current year

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

IFRS 16, ‘Leases’ (effective for annual periods beginning on or after 1 January
2019) IFRS 16 eliminates the classification by a lessee of leases as either operating
or finance. Instead all leases are treated in a similar way to finance leases in
accordance with IAS 17. The standard includes two recognition exemptions for
lessees - leases of 'low-value’ assets (e.g., personal computers) and short term leases
(i.e., leases with a lease term of 12 months or less).

At the commencement date of a lease, a lessee will recognise a liability to make
lease payments (i.e., the lease liability) and an asset representing the right to use
the underlying asset during the lease term (i.e., the right-of-use asset). Lessees will
be required to separately recognise the interest expense on the lease liability and
the depreciation expense on the right-of-use asset.

Lessees will be required to remeasure the lease liability upon the occurrence of
certain events (e.g., a change in the lease term, a change in future lease payments
resulting from a change in an index or rate used to determine those payments). The
lessee will generally recognise the amount of the remeasurement of the lease
liability as an adjustment to the right-of-use asset.

Lessor accounting under IFRS 16 is substantially unchanged from today’s accounting
under IAS 17. Lessors will continue to classify all leases using the same classification
principle as in IAS 17 and distinguish between two types of leases: operating and
finance leases.

IFRS 16 also requires lessees and lessors to make more extensive disclosures than
under IAS 17. The Authority has no operating lease arrangement in which it is the
Lessor. Therefore, the adoption of IFRS 16 from the 1 April did not impact the results
or change the accounting policies recognized in the 2020 financial statements.

FINANCIAL STATEMENTS
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RURAL AGRICULTURAL DEVELOPMENT AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS

31 MARCH 2020

SIGNIFICANT ACCOUNTING POLICIES (CONT’D):

(@)

Basis of preparation (cont’d)

New standards, amendments and interpretations not yet effective and not early
adopted

There are a number of standards, amendments and interpretation which have been
issued by the IASB that are effective in future accounting periods that the Authority has
decided not to early adopt. The most significant of these are:

Amendments to IAS 1, ‘Presentation of Financial Statements’ and IAS 8,
‘Accounting Policies, Changes in Accounting Estimates and Errors’, (effective for
accounting periods beginning on or after 1 January 2020). This amendment
clarifies and provides a definition of ‘material’ to guide preparers of financial
statements.

“Information is material if omitting, misstating or obscuring it could reasonably be
expected to influence decisions that the primary users of general purpose financial
statements make on the basis of those financial statements, which provide financial
information about a specific reporting entity.

The Authority does not expect the amendment to have a significant impact on its
financial statements.

Revised Conceptual Framework for Financial Reporting (effective for annual
periods beginning on or after 1 January 2020). The revised Conceptual Framework
will be used in standard-setting decisions with immediate effect, however no change
will be made to any of the current accounting standards. Entities that apply the
Conceptual Framework in determining accounting policies will need to consider
whether their accounting policies are still appreciate under the revised Framework.
The Authority is currently assessing the impact of this revision.

There are no other standards, amendments or IFRIC interpretations that are not yet
effective that would be expected to have a significant impact on the operations of the
Authority.

Donated assets

Where an asset is funded by an external donor, the fair value of the assets received is
credited to capital reserve; an amount equivalent to the annual depreciation charge on
the relevant property, plant and equipment is transferred from capital reserve to the
accumulated surplus.
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RURAL AGRICULTURAL DEVELOPMENT AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS

31 MARCH 2020

SIGNIFICANT ACCOUNTING POLICIES (CONT’D):

(©)

Capital funds

Grants receipts that relates to agricultural extension services and the related expenditure
are accounted for in the capital fund account.

Project advances

Grants receipts from government and other funding agents that relate to specific projects
are held as liabilities of the Authority until expended. Surplus receipts are returned to the
grantors if required by the related grant agreements or transferred to the related capital
fund or deficit or surplus when it is certain that no further expenditure will be incurred.

Income generating projects are reported on a cash basis.
Property, plant and equipment

Items of property, plant and equipment are recorded at historical or deemed cost less
accumulated depreciation and impairment losses. Historical cost includes expenditure
that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate
asset, as appropriate, only when it is probable that future economic benefits associated
with the item will flow to the Authority and the cost of the item can be measured
reliably. The carrying amount of any replaced part is derecognised. All other repairs and
maintenance are charged to profit or loss during the financial period in which they are
incurred.

Depreciation is calculated on the straight-line basis at annual rates estimated to write
off the carrying value of the assets over the period of their expected useful lives. Annual
are as follows:

Motor cycles, tractors and vehicles 20%
Computers 20%
Office furniture and equipment 10%
Building 2%2%

Gain and losses on disposals of property, plant and equipment are determined by reference
to their carrying amounts and are taken into account in determining surplus or deficit.

The assets’ residual values and useful lives are reviewed and adjusted if appropriate, at
each reporting date.

FINANCIAL STATEMENTS
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RURAL AGRICULTURAL DEVELOPMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS

31 MARCH 2020

SIGNIFICANT ACCOUNTING POLICIES (CONT’D):

()

Foreign currency translation

Foreign currency transactions are accounted for at the exchange rates prevailing at the
dates of the transactions.

Monetary items denominated in foreign currency are translated to Jamaican dollars using
the closing rate as at the reporting date. Non-monetary items measured at historical
cost denominated in a foreign currency are translated using the exchange rate as at the
date of initial recognition; non-monetary items in a foreign currency that are measured
at fair value are translated using the exchange rates at the date when the fair value was
determined.

Exchange differences arising from the settlement of transactions at rates different from
those at the dates of the transactions and unrealized foreign exchange differences on
unsettled foreign currency monetary assets and liabilities are recognized in surplus or
deficit.

Impairment of non-current assets

Non-current assets are reviewed for impairment losses whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. Animpairment
loss is recognized for the amount by which the carrying amount of the assets exceeds its
recoverable amount, which is the greater of an asset’s net selling price and value in use.
For the purpose of assessing impairment, assets are grouped at the lowest level for which
there are separately identified cash flows. Non-financial assets that suffered an
impairment are reviewed for possible reversal of the impairment at each reporting date.

Financial assets

The Authority classifies its financial assets at amortised cost based on the business model
used for managing the financial assets and the assets contractual terms. The Authority’s
accounting policy for amortised cost is as follows:

Amortised cost

These are financial assets where the objective is to hold these assets in order to collect
contractual cash flows and the contractual cash flows are solely payments of principal
and interest. They are initially recognised at fair value plus transaction costs that are
directly attributable to their acquisition or issue, and are subsequently carried at
amortised cost using the effective interest rate method, less provision for impairment.

FINANCIAL STATEMENTS
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RURAL AGRICULTURAL DEVELOPMENT AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS

31 MARCH 2020

SIGNIFICANT ACCOUNTING POLICIES (CONT’D):

(h)

Financial assets (cont’d)

The Authority's financial assets measured at amortised cost comprise cash and cash
equivalents in the statement of financial position.

Cash and cash equivalents includes cash at bank and in hand and for the purpose of the
statement of cash flows, short term deposits with original maturities of 90 days or less.

Financial liabilities

The Authority’s financial liabilities are initially measured at fair value, net of transaction
costs, and are subsequently measured at amortised cost using the effective interest
method. At the reporting date, accounts payable was classified as financial liabilities.

Inventories

Inventories are stated at the lower of cost and net realizable value, cost being
determined on the first-in, first-out basis. Net realizable value is the estimate of the
selling price in the ordinary course of business, less selling expenses.

Employee benefits
Defined Benefit Plans

The Authority operates a Defined Benefit Plan, the assets of which are held in a separate
Trustee-administered fund. The plan is funded through payments to a Trustee
administered fund, determined by periodic actuarial calculations.

The Defined Benefit Plan surplus and deficit is measured at:

e The fair value of plan assets at the reporting date; less

e Plan liabilities calculated using the projected unit credit method discounted to
its present value using yields available on government of Jamaica bonds
that have maturity dates approximating to the terms of the liabilities; plus

e Unrecognized past service cost; less

e The effect of minimum funding requirements agreed with scheme trustees.

Re-measurements of the net defined obligation are recognised directly within equity.
The Re-measurements include actuarial gains and losses, return on plan assets (interest
exclusive) and any asset ceiling effects (interest exclusive).

Service costs are recognised in surplus or deficit and include current and past service
costs as well as gains and losses on curtailments.

FINANCIAL STATEMENTS
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RURAL AGRICULTURAL DEVELOPMENT AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS

31 MARCH 2020

3. SIGNIFICANT ACCOUNTING POLICIES (CONT’D):
(k) Employee benefits (cont’d)
Defined Benefit Plans (cont’d)

Net interest expense (income) is recognised in surplus or deficit, and is calculated by
applying the discount rate used to measure the defined benefit obligation (asset) at the
beginning of the annual period to the balance of the net defined benefit obligation
(asset), considering the effects of contributions and benefit payments during the period.
Gains or losses arising from changes to pension scheme benefits or pension curtailment
are recognised immediately in surplus or deficit.

Settlements of the defined benefit plan are recognised in the period in which the
settlement occurs.

Termination benefits

Termination benefits are payable whenever an employee’s employment is terminated
before the normal retirement date or whenever an employee accepts voluntary
redundancy in exchange for these benefits. The Authority recognises termination
benefits when it is demonstrably committed to either terminate the employment of
current employees according to a detailed formal plan without possibility of withdrawal
or to provide termination benefits as a result of an offer made to encourage voluntary
redundancy.

Leave accrual

All outstanding leave entitlement that are expected to be utilized wholly within 12
months after the end of the reporting period are presented as current liabilities.

) Government subvention
Government subventions, to support the Authority’s operating budget, are recognized as
income in the accounting period when there is reasonable assurance that they will be
received.

(m) Other income
Interest income
Interest income are recognized in surplus or deficit for all interest bearing instruments

on an accrual basis, taking into account the effective yield on the asset unless
collectability is doubtful.

FINANCIAL STATEMENTS 11
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RURAL AGRICULTURAL DEVELOPMENT AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS

31 MARCH 2020

3. SIGNIFICANT ACCOUNTING POLICIES (CONT’D):
(m) Other income (cont’d)
Income Generating Projects

The Authority recognizes revenue from three income generating projects - Cook Book,
Community Development (AGRI MART) and Twickham Bammy.

Revenue from income generating projects is recognized when control and the benefits
of ownership have been transferred to the buyer and the Authority is reasonably certain
that economic benefit will be received.

Fees

Administration fees are recognized on the accrual basis when the related services have
been provided.

4. CRITICAL ACCOUNTING JUDGEMENTS AND 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.

(a) Critical judgements in applying the Authority’s accounting policies

In the process of applying the Authority’s accounting policies, management has not made
any judgements that it believes would cause a significant impact on the amounts
recognized in the financial statements.

(b) Key sources of estimation uncertainty

The Authority makes estimates and assumptions concerning the future. The resulting
accounting estimates will, by definition, seldom equal the related actual results. The
estimates and assumptions that have a significant risk of causing a material adjustment
to the carrying amounts and assets and liabilities within the next financial year are
discussed below:
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RURAL AGRICULTURAL DEVELOPMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS

31 MARCH 2020

4, CRITICAL ACCOUNTING JUDGEMENTS AND ESTIMATES (CONT’D):
(b) Key sources of estimation uncertainty (cont’d)
(i) Defined benefit assumptions

The cost of these benefits and the present value of the future obligations depend
on a number of factors that are determined by actuaries using a number of
assumptions. The assumptions used in determining the net periodic cost or
income for retirement benefits include the expected long-term rate of return on
the relevant plan assets and the discount rate. Any changes in these assumptions
will impact the net periodic cost or income recorded for retirement benefits and
may affect planned funding of the pension plan. The expected return on plan
assets assumption is determined on a uniform basis, considering long-term
historical returns, asset allocation and future estimates of long-term investment
returns.

The Authority determines the appropriate discount rate at the end of each year,
which represents the interest rate that should be used to determine the present
value of estimated future cash outflows expected to be required to settle the
retirement benefit obligations.

In determining the appropriate discount rate, the Authority considered interest
rate of high-quality Government of Jamaica bonds that are denominated in the
currency in which the benefits will be paid, and have terms to maturity
approximating the terms of the related obligations. Other key assumptions for
the retirement benefits are based on current market conditions.

(ii) Depreciable assets

Estimates of the useful life and the residual value of property, plant and
equipment are required in order to apply an adequate rate of transferring the
economic benefits embodied in these assets in the relevant periods. The
Authority applies a variety of methods in an effort to arrive at these estimates
from which actual results may vary. Actual variations in estimated useful lives
and residual values are reflected in surplus or deficit through impairment or
adjusted depreciation provisions.

5. FINANCIAL RISK MANAGEMENT:
The Authority is exposed through its operations to the following financial risks:
Credit risk

Liquidity risk
Market risk

FINANCIAL STATEMENTS 107
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RURAL AGRICULTURAL DEVELOPMENT AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS

31 MARCH 2020

5. FINANCIAL RISK MANAGEMENT (CONT’D):
In common with all other businesses, the Authority is exposed to risks that arise from its use of
financial instruments. This note describes the Authority’s objectives, policies and processes for
managing those risks and the methods used to measure them. Further quantitative information
in respect of these risks is presented throughout the financial statements.
There have been no substantive changes in the Authority’s exposure to financial instrument risks,
its objectives, policies and processes for managing those risks or the methods used to measure
them from previous periods unless otherwise stated in this note.
(a) Principal financial instruments

The principal financial instruments used by the Authority, from which financial
instrument risk arises, are as follows:

Cash and cash equivalents
Accounts payable

(b) Financial instruments by category

Financial assets

Amortised
Cost
2020 2019
$’000 $’000
Cash and cash equivalents 601,912 414,023

Financial liability

Financial liability at
at amortised cost

2020 2019
$’000 $’000
Accounts payable 12,617 16,032

(c) Financial instruments not measured at fair value

Financial instruments not measured at fair value includes cash and cash equivalents and
accounts payable.

y[1}:] FINANCIAL STATEMENTS
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RURAL AGRICULTURAL DEVELOPMENT AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS

31 MARCH 2020

5. FINANCIAL RISK MANAGEMENT (CONT’D):
(c) Financial instruments not measured at fair value (cont’d)

Due to their short-term nature, the carrying value of cash and cash equivalents and
accounts payable approximates their fair value.

(d) Financial risk factors

The National Board of Directors is ultimately responsible for the establishment and
oversight of the Authority’s risk management framework. The National Board has
established committees for managing and monitoring risks.

Two key committees for managing and monitoring risks are as follows:
Finance, Audit and Administration Committees

The Finance, Audit and Administrative Committees are responsible to assist the Authority
in its oversight of the integrity of the financial reports and statements, compliance with
the relevant Acts and policies, the independence and qualifications of the private
auditors and the performance of the Authority’s internal audit function and private
auditors as well as to provide general and adequate guidance regarding the
administrative functions towards achieving proper strategic directions for administrative
policies and procedures.

Production and Infrastructure Committee
The Production and Infrastructure Committee is responsible to monitor the activities of
RADA in order to ensure the most effective and efficient utilization of available

resources, towards the attainment of the Authority’s objectives.

These committees comprise persons independent of management and reports to the
National Board on a monthly basis.

(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. Credit risk arises
from cash and bank balances.

FINANCIAL STATEMENTS 109
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RURAL AGRICULTURAL DEVELOPMENT AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS

31 MARCH 2020

FINANCIAL RISK MANAGEMENT (CONT’D):
(d) Financial risk factors (cont’d)
(i) Credit risk (cont’d)
Cash and bank balances

Cash transactions are limited to high credit quality financial institutions. The
Authority has policies that limit the amount of credit exposure to any one
financial institution.

Maximum exposure to credit risk

The maximum exposure to credit risk is equal to the carrying amount of cash and
cash equivalents in the statement of financial position.

(ii) Market risk

The Authority takes on exposure to market risk, which is the risk that the fair
value or future cash flows of a financial instrument will fluctuate because of
changes in market prices. Market risks mainly arise from changes in foreign
currency exchange rates and interest rate and will affect the Authority’s income
or the value of its holdings of financial instruments. Market risk is monitored by
the Finance Committee which carries out extensive research and monitors the
price movement of financial assets on the local and international markets.
Market risk exposures are measured using sensitivity analysis.

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

Currency risk

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

The Authority is exposed to foreign exchange risk arising from US dollar cash and
deposit balances and the Euro dollars. The Authority manages its foreign
exchange risk by ensuring that the net exposure in foreign assets and liabilities
is kept to an acceptable level by monitoring currency positions. The Authority
further manages this risk by maximizing foreign currency earnings and holding
net foreign currency assets.

FINANCIAL STATEMENTS
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RURAL AGRICULTURAL DEVELOPMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS

31 MARCH 2020

FINANCIAL RISK MANAGEMENT (CONT’D):
(d) Financial risk factors (cont’d)
(ii) Market risk (cont’d)
Currency risk (cont’d)
Concentration of currency risk

The table below summarises the Authority exposure to foreign currency
exchange risk at 31 March.

2020 2019
J$’000 ‘000 J$’000 ‘000
Cash and cash equivalents -
usD 29214 07 29,193 236
EURO _4,332 29 9,063 _61

Foreign currency sensitivity

The following tables indicates the currencies to which the Authority had
significant exposure on its monetary assets and its forecast cash flows. The
change in currency rates below represents management assessment of the
possible change in foreign exchange rates. The sensitivity analysis represents
outstanding foreign currency denominated cash and deposit balances and adjust
their translation at the year end for a 6% (2019 - 6%) depreciation and 2% (2019
-4%) appreciation of the Jamaican dollar against the US dollar. The changes
below would have no impact on other components of equity.

% Change in Effect on % Change in Effect on

Currency Rate Net Surplus Currency Rate Net Surplus
2020 2020 2019 2019
$’000 $’000

Currency:

usD +2 584 +4 (1,168)
Euro +2 87 +4 (__362)
usD -6 (1,758) -6 1,752
Euro -6 (__260) 6 544
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RURAL AGRICULTURAL DEVELOPMENT AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS

31 MARCH 2020

5. FINANCIAL RISK MANAGEMENT (CONT’D):
(d) Financial risk factors (cont’d)
(i1) Market risk (cont’d)
Cash flow and fair value interest rate

Interest rate risk is the risk that the value of a financial instrument will fluctuate
due to change in market interest rates.

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

The Authority manages its interest rate risk by maintaining an appropriate mix
of interest bearing financial assets. The policy also requires it to manage the
maturities of interest bearing financial assets.

Short term deposits are the only interest bearing assets and are due to mature
and re-price respectively within three (3) months of the reporting date.

Interest rate sensitivity

There is no significant exposure to interest rate risk on short term deposits, as
these deposits have a short term to maturity and are constantly reinvested at
current market rates.

(iii) Liquidity risk

Liquidity risk is the risk that the Authority will be unable to meet its payment
obligations associated with its financial liabilities when they fall due. Prudent
liquidity risk management implies maintaining sufficient cash and marketable
securities, and the availability of funding through an adequate amount of
committed facilities.

Liquidity risk management process

The Authority’s liquidity management process, as carried out within the
Authority and monitored by the Finance Department, includes:

(i) Monitoring future cash flows and liquidity on a bi-weekly basis.

(i1) Maintaining a portfolio of short term deposit balances that can easily be
liquidated as protection against any unforeseen interruption to cash
flow.

(iii) Optimizing cash returns on investments.
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5. FINANCIAL RISK MANAGEMENT (CONT’D):

(d) Financial risk factors (cont’d)
(iii) Liquidity risk (cont’d)
Liquidity risk management process (cont’d)

The Authority’s financial liabilities that would create an exposure to liquidity
risk comprise accounts payables which are payable within three months.

(e) Capital Management
The Board’s policy is to maintain adequate capital to be able to continue to carry out
the objectives the Authority was formed to achieve. The Authority relies on government
subventions and grants for resources to support the various programmes undertaken. It
also seeks to manage its budget so as to retain adequate surplus.

There were no changes in the Authority’s approach to capital management during the

year.
6. OTHER INCOME:

2020 2019

$’000 $’000

Interest 2,453 2,573
Foreign exchange (loss)/gain 140 ( 574)
Surplus from cook book project 1,290 1
Deficit from community development project (AGRI Mart) ( 737) 11
Deficit from Twickham Bammy Project ( 6,866) ( 3,711)
Administration fees - Farm Road Programme 11,120 50,127

Appropriation in aid:

Duty concession 696 675
Property administration 3,049 6,929
Farmers identification 4,314 7,171
Beach cottage 344 334
Others (referral letters, business plan) 1,139 828
16,942 64,364
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PROPERTY, PLANT AND EQUIPMENT:
Office
Furniture, Motor cycles,
Computers tractors

and and Construction
Building Equipment Vehicles in progress Total
$’000 $’000 $’000 $’000 $’000

At cost -

At 1 April 2018 106,775 109,732 130,395 2,125 349,027
Adjustment ( 337) 337 - - -
Additions 13,458 15,226 - 37 28,721
Donated assets - 4,920 - - 4,920
At 31 March 2019 119,896 130,215 130,395 2,162 382,668
Disposal - - ( 4,583) - ( 4,583)
Additions - 3,533 - 577 4,110
Donated assets - 1,282 - - 1,282
At 31 March 2020 119,896 135,030 125,812 2,739 383,477

Depreciation -

At 1 April 2018 16,325 68,092 99,865 - 184,282
Charge for the year 2,992 8,841 9,900 - 21,733
At 31 March 2019 19,317 76,933 109,765 - 206,015
Eliminated on disposal - - ( 2,750) - ( 2,750)
Charge for the year 2,992 9,649 5,427 - 18,068
At 31 March 2020 22,309 86,582 112,442 - 221,333

Net Book Value -

31 March 2020 97,587 48,448 13,370 2,739 162,144
31 March 2019 100,579 53,282 20,630 2,162 176,653

POST-EMPLOYMENT BENEFIT ASSETS:

The Authority operates a Defined Benefit Pension Plan which is open to all permanent
employees and administered for Rural Agricultural Development Authority by Guardian Life
Limited. The plan, which commenced on 1 January 1993 is funded by employee contribution
of 5% and employer contributions at 13%, as recommended by independent actuaries. Pension
at normal retirement age is based on 2% of final pensionable salary for each year of
pensionable service.

The last actuarial valuation which was carried out as at 15 May 2020 indicated that the plan

was adequately funded.
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POST-EMPLOYMENT BENEFIT ASSETS (CONT’D):

The Pension Plan is legally separate from the Authority and is administered by Guardian Life
Limited. The Board of Trustees is made up of eight (8) Members, four (4) appointed by the
sponsors of the plan, three (3) by members of the plan and one (1) by pensioners. The Chairman
is selected from these representatives.

The Plan is exposed to a number of risks, including:

Investment risk: movement of discount rate used (Government of Jamaica) against the return
from plan assets.

Interest rate risk: decrease/increases in the discount rate used (Government of Jamaica
bonds) will increase/decrease the defined benefit obligation.

Longevity risk: changes in the estimation of mortality rate of current and former employees.
Salary risk: Increases in future salaries increase the gross defined benefit obligation.

The amounts recognized in the statement of financial position in respect of the plan were
determined as follows:

2020 2019
$’000 $’000
Fair value of plan assets 1,775,383 1,758,148
Present value of obligations (1,594,534) (1,524,360)
Asset in the statement of financial position 180,849 233,788

The movement in the defined benefit obligation over the year is as follows:

2020 2019

$’000 $’000
Balance at beginning of year 1,524,360 1,339,261
Current service cost 72,192 56,226
Interest cost 104,667 97,848
Employee’s contribution 46,240 41,960
Benefits paid (  75,479) ( 61,367)
Pass service credit - 84,791)
Experience losses 28,988 509
(Gain)/loss from changes in financial assumptions  (  11,596) 134,714
Gain from changes in demographic assumptions (__94,838)
Balance at end of year 1,594,534 1,524,360
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POST-EMPLOYMENT BENEFIT ASSETS (CONT’D):

The movement in the fair value of plan assets for the year is as follows:

2020 2019

$’000 $’000
Balance at beginning of year 1,758,148 1,435,096
Employees’ contributions 46,240 41,960
Employers’ contributions 83,622 76,648
Interest on plan assets 123,287 107,261
Benefits paid ( 75,479) ( 61,367)
Administrative fees ( 19,386) ( 10,252)
Remeasurements of the plan assets (__141,049) 168,802
Balance at end of year 1,775,383 1,758,148

The amounts recognized in the statement of comprehensive income were as follows:

2020 2019

$’000 $’000
Current service cost 72,192 56,226
Pass service credit - (84,791)
Interest cost (net) (18,620) ( 9,413)
Administrative fees 19,386 10,252
Total included in staff costs (Note 18) 72,958 (27,726)

The amount recognized in other comprehensive income were as follows:

2020 2019
$’000 ’000
Re-measurement of the defined benefit obligation ( 77,446) 135,223
Re-Measurement of plan assets 141,049 (168,802)
Components of defined benefit cost recognized
in other comprehensive income 63,603 (_33,579)
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8. POST-EMPLOYMENT BENEFIT ASSETS (CONT’D):

The plan assets comprise the following based on Guardian Life Limited un-audited Revenue
Accounts. The assets available for benefits were distributed in the Guardian Life Pooled Fund:

2020 2019

$’000 ’000
Pooled investment fund 554,411 502,480
Pooled equity fund 576,255 569,072
Pooled money market fund 211,921 189,998
Pooled fixed income fund 270,777 343,755
Pooled foreign currency fund 92,230 82,955
Pooled real estate fund 69,789 69,888

1,775,383 1,758,148

The investment managers Guardian Life Limited has reported that the above Pooled Funds are
allocated as follows for 2020.

Assets Allocation
%
Real estate 2.63
Local equities 38.21
Foreign equity 12.20
Local bonds 34.93
Cash and short term investment 12.03
100.00

Prices for equity securities and government bonds are quoted in active markets. An asset-liability
matching study is undertaken at reporting date which analyses the risk and return of plan assets
against the plan’s strategic investment policies. Key aspects of the plan’s strategic investment
fund include:

Strategic asset mix consisting of no more than 50% equity securities, 30% bonds, 10%
cash and short term investments and 10% real estate.

Management of interest rate risk through use of government and high-quality corporate
Bonds.

Management of currency risk

The policies are consistent with those in the prior period.
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POST-EMPLOYMENT BENEFIT ASSETS (CONT’D):

The actual return on plan assets was $5,823,733 (2019 - $295,029,660).
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Expected employer’s contributions for the year ending 31 March 2021 amount to $81,130,000.

The principal actuarial assumptions used were as follows:

2020 2019
Discount rate 6.5% 7.0%
Future salary increases 4.5% 5.5%
Price inflation (CPI) 3.0% 3.0%

Mortality assumptions are based on the RP - 2014 Employee and Health Annuitant Mortality Rates

projected to the Measurement Date, using the Society of Actuaries’ Scale MP -2014.

The average life expectancy in years of a pensioner retiring at age 60 on the statement of financial

position date is as follows:

Male - 19.2 years

Female - 19.2 years

The sensitivity of the present value of obligation to changes in the principal assumptions is:

Impact on post-employment obligations

Changes in Increase in Decrease in
Assumptions Assumption Assumption
2020 2019 2020 2019
$’000 $’000 $’000 $’000
Discount rate 1% (261,828) (252,480) 343,814 330,464
Salary escalation rate 1% 171,049 172,528  (146,405) (147,175)

The effect on the present value of obligation for an increase of one year in the life expectancy is an

increase of approximately $21.97 million.
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INVENTORIES:
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This represents items of stationery and office supplies that are expensed when they are consumed.

RECEIVABLES:
2020
$’000
Motor vehicle revolving loan scheme 48,752
Staff revolving loan 15,254
Other receivables 13,132
Deposit on land 28,558
105,696

TAXATION RECOVERABLE:

2019
$’000

46,724
13,475
10,214
28,558

98,971

This represents tax withheld at source from foreign and local currency bank accounts.

CASH AND CASH EQUIVALENT:

This consist of funds in the following cash and cash equivalent at 31 March.

2020
$’000
Parishes:
Imprest account 1,310
Capital accounts 130,657
Head office:
Cash on hand -
Capital account 73,978
Current account 345,588
EU banana account 4,332
Savings 35,647
Deposits 10,400
601,912

’00

N
N -
o [=] [Ne]

93,133

26
39,612
219,644
4,934
30,047
26,007

414,023
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12. CASH AND CASH EQUIVALENT (CONT’D):

Included in the above amounts is $40,838,354 (2019 - $41,111,903) which represents funds received
on behalf of Members of Parliament to be spent in their constituencies under the different
programmes as indicated in note 15(a).

() Included in deposits and short term instruments is interest receivable of $13,633 (2019 -
$32,949). These deposits have an average maturity of 31 days (2019 - 31 days).

(b) Deposits and short term instruments are interest bearing.

(c) Interest rate exposure -

The weighted average effective interest rates at the year end were as follows:

2020 2019
Cash at bank - (JAS account) 0.70% 0.85%
- (USS account) 0.15% 0.20%
- (EUROS account) 0.05% 0.05%
Deposits and short term instruments 3.50% 3.60%

13. CAPITAL RESERVE:
2020 2019
$’000 $’000
Computer Equipment and accessories - 412
Motor vehicle and tractor 11,535 20,013
Furniture and equipment 9,348 4,157
20,883 24,582

Capital reserve is comprised of assets funded by external donors with no loan conditions attached,
less annual transfers to accumulated surplus.
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CAPITAL FUND:

This represents -

2020
$’000
Balance at beginning of year 163,840
Less: Development expenditure
Grant for crop production and extension -
Crop care
Grants for production incentive for
small farmers -
Training -
Social service/home economics 1,964
Information technology 238
Farm Irrigation/mechanization -
Rural Development -
Building construction
2,202
Balance at 31 March 161,638

The Capital Fund as at 31 March 2020 represents unutilized grants received to facilitate capital

related expenditures.
PROJECT ADVANCES:
This represents outstanding balances on the following programmes at 31 March:

(a) PROGRAMMES IMPLEMENTED FOR
MEMBERS OF PARLIAMENT-

2020

’000
Social and Economic Support Programme 3
Production incentive 60,600
Flood relief 405
Drought relief 3,867
Local Development Programme 3,431
Constituency development fund 44,486
Production and productivity 22
Farm Road Programme 289,125
401,939

Page 30

1,536

1,566
1,176
883
87

RN
N
—_
w
(o]

—_
o
(O8]
co
H:h
o

121




Page 31
RURAL AGRICULTURAL DEVELOPMENT AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS

31 MARCH 2020
15. PROJECT ADVANCES (CONT’D):

(b) SPECIAL GOVERNMENT OF JAMAICA PROGRAMMES -

Bauxite Community Redevelopment Project 48 48
International Aided projects 6,074 6,679
Tree Crop Project 8 8
E.U. Banana Project 4,373 9,105
School Garden Programme 126 -
Locally Aid Projects 8,199 16,196
ALBA 3 3
FAO-Projects 4,716 3,387
23,547 35,426

() R.A.D.A PROGRAMMES -

Projects 163,516 133,939
Total 589,002 327,964

The funds in (a) were collected and accounted for on behalf of Members of Parliament to
be spent in their constituencies.

16. PAYABLES:

2020 2019

$’000 $’000

Accounts payable 9,368 13,252
Accrued vacation leave 121,419 118,263
Accrued audit fees 3,249 2,780
Other payables 27,906 21,184
161,942 155,479

17. EMOLUMENTS FOR MANAGEMENT STAFF:

During the year under review the number of management staff amounted to twenty eight (28) (2019
- 28) and the cost associated with total emoluments was $165.4 million (2019 - $154.6 million).
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SALARIES, WAGES AND RELATED CHARGES:

2020 2019

$’000 $’000

Wages and salaries 818,795 770,052
Statutory contribution 42,729 37,427
Pension (Note 8) 72,958 ( 27,726)
Other staff cost 2,406 2,297
Health insurance 42,944 38,842
Disability insurance 2,272 2,127
Overtime and supper allowance 173 214
Gratuity 2,257 695
984,534 823,928

The number of persons employed by the Authority at the end of the year was 513 (2019 - 513).
RELATED PARTY TRANSACTIONS:

Included in the statement of comprehensive income are the following related party transactions:

2020 2019
$’000 ’000

Key management personnel:
Short-term employee benefits 165,394 154,633
Directors’ fees and travelling benefits 12,350 10,273

COMMITMENTS:

Significant capital expenditure contracted for during the reporting period but not recognized as
liabilities are:

(a) The balance on the purchase of property of $58,424,150, this amount is past due and
may attract interest of eight percent (8%) per annum.

(b) Cost associated with the construction of a building of $108,941,194.00.
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21. COMPARISON OF RECURRENT INCOME AND EXPENDITURE BUDGET:

Revised
Estimate of
Budget Actual Variances
$'000 $'000 $'000

INCOME:
Government Subvention 1,518,269 1,524,661 ( 6,392)
Other Income 1,533,269 13,525 1,519,744

3,051,538 1,538,186 1,513,352
EXPENDITURE:
Salaries, wages and related expenses 991,399 984,534 6,865
Public utilities 62,129 75,810 ( 13,681)
Motor vehicle maintenance 13,052 11,265 1,787
General office 24,750 65,648 ( 40,898)
Seminars and meetings 12,048 2,635 9,413
Repairs and maintenance 17,984 13,590 4,394
Consultancy 1,008 724 284
Bank charges and interest 2,745 2,600 145
Upkeep/travelling and subsistence 369,433 399,808 ( 30,375)
Directors' and committee meetings 7,124 12,350 ( 5,226)
Rental of building 6,000 5,402 598
Security 4,850 5,241 ( 391)
Printing and stationery 7,514 12,019 ( 4,505)
Audit fee 2,271 3,551 ( 1,280)
Insurance 2,847 3,843 ( 996)
Legal and professional fee 1,151 - 1,151

1,526,305 1,599,020 (__72,715)

22. SUBSEQUENT EVENT:

The World Health Organization in March 2020 declared the novel coronavirus, COVID-19, as a
global pandemic. As a first step, the Authority established measures at its offices across the
island to safeguard and protect its stakeholders by not only providing information to employees
and business partners but equipping all personnel with supplies to prevent contagion and
establishing protocols when accessing offices.
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SUBSEQUENT EVENT (CONT’D):

As a government entity operating in the agricultural industry, which was designated by the
Government of Jamaica (GOJ) as an essential industry, the operations of the Authority were
exempted from the curfews and other Emergency Management Act restrictions imposed since
March 2020. As further response to COVID 19, the government through the administration of the
Authority implemented the “Excess Produce Buy-back Programme” to assist farmers affected by
loss of markets due to the pandemic.

However, management remains confident that the Authority is well poised for sustainability
and growth as the agricultural sector is vital to the sustainability of the Jamaican economy. At
the date of approval of these financial statements, management continues to monitor the
performance of the Authority.















