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Report on the Financial Statements

We have audited the financial statements of National Housing Trust (the Trust), set out on pages 29 to 104 
which comprise the statement of financial position as at March 31, 2010, the statements of comprehensive 
income, changes in accumulated fund and cash flows for the year then ended, a summary of significant 
accounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express an opinion on the financial statements based on our audit. We conducted our 
audit in accordance with International Standards on Auditing. Those standards require that we comply with 
ethical requirements and plan and perform the audit to obtain reasonable assurance as to whether or not the 
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence relating to the amounts and disclosures 
in the financial statements. The procedures selected depend on the auditors’ judgement, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditors consider internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate 
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation 
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion.

Independent Auditor’s Report

To the Board of Directors of
NATIONAL HOUSING TRUST 



Report on the Financial Statements (Cont’d)

Basis of qualified opinion

As stated in Note 2(c), non-refundable employers’ contributions are credited directly to the accumulated 
fund, in the Non-refundable Employers’ Contributions reserve. Such contributions fall within the 
definition of revenue, under IAS 18 – Revenue, and are required to be recognized in the statement of 
comprehensive income. Had these contributions been recognized in accordance with the standard, Total 
Comprehensive Income for the year would increase by $9,025,818,000 (2009: $8,652,232,000). As these 
contributions would have been transferred annually from Accumulated Surplus to the Non-refundable 
Employers’ Contributions reserve in the statement of changes in accumulated fund, the balances on both 
these accounts would not have changed at balance sheet date.

Opinion

In our opinion, except for the effects of the matters referred to in the immediately preceding paragraph, 
the financial statements give a true and fair view of the financial position of the Trust as at March 31, 2010 
and of its financial performance, changes in accumulated fund and cash flows for the year then ended, in 
accordance with International Financial Reporting Standards.

Without qualifying our opinion, we draw attention to Note 35(a)(i) of the financial statements. The Trust 
is contesting an arbitration award of $214.5 million to a developer for interest charges on a Trust financed 
housing project. The Trust’s attorneys believe the award is open to legal challenge and has commenced 
proceedings in this regard. It is not possible to determine the ultimate outcome of the matter at this time, 
and no provision for any liability has been made in the financial statements.

Report on additional requirements of the National Housing Trust Act

As detailed in Note 19(c), the Trust has not fully established personal accounts for employed persons who 
have made refundable contributions to the Trust, to enable it to issue certificates of contributions made, 
as required by the National Housing Trust Act. The processing of annual returns is ongoing and the Trust 
is taking steps to complete the processing in order to issue the relevant certificates, although progress is 
hampered by employers not submitting the returns required in a timely manner.

In our opinion, except for this matter, proper accounting records have been maintained and the financial 
statements are in agreement therewith.

Comparative figures

The previous year’s financial were audited by another firm of Chartered Accountants which issued a 
qualified opinion, dated June 1, 2009, in respect of the incompleteness of personal accounts for refundable 
contributions mentioned above.

Chartered Accountants
Kingston, Jamaica

June 7, 2010

Independent Auditor’s Report
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 NATIONAL HOUSING TRUST 

 STATEMENT OF FINANCIAL POSITION

 AS AT MARCH 31, 2010 

 (Expressed in $’000) 
 2010  2009* 

Notes  $  $ 
 ASSETS Net (Decrease)/Increase or Net (Outflow)/Inflow
 Cash and cash equivalents              6                  5,247,531                  4,331,513 (916,018)            
 Receivables and prepayments              7                     663,846                     565,255 (98,591)              
 Securities purchased under resale agreements              8                  2,632,167                  2,403,860 (228,307)            
 Investment securities              9                17,680,188                12,302,197 (5,377,991)         (4,934,760)     
 Income tax recoverable                  2,667,534                  2,673,297 5,763                 
 Loans receivable  10,11                95,757,161                85,131,068 (10,626,093)       
 Inventories            12                  5,693,088                  4,914,369 (778,719)            
 Intangible assets            13                       10,706                       41,967 31,261               
 Investments in associates            14                  1,290,702                  1,368,454 77,752               
 Retirement benefit asset            15                     898,464                     677,900 (220,564)            
 Property, plant and equipment            16                  1,523,273                  1,585,643 62,370               
 Total assets              134,064,660              115,995,523 

 LIABILITIES AND ACCUMULATED FUND Net (Decrease)/Increase or Net (Outflow)/Inflow
 LIABILITIES 

 Payables and accruals            17                  1,252,608                  1,585,418 (332,810)            (344,326)        
 Provisions            18                     385,919                     152,208 233,711             
 Refundable contributions            19                50,235,825                44,060,124 6,175,701          
 Deferred tax liabilities            20                     517,751                     569,679 (51,928)              12,751           
 Retirement benefit obligation  15,36                     170,070                     131,700 38,370               

               52,562,173                46,499,129 

 ACCUMULATED FUND 

 Non-refundable employers’ contributions            2c                56,605,529                47,579,711 9,025,818          
 Fair value and other reserves            21                  1,092,111                     367,410 724,701             deffered tax 64,679        invest 671,538    payables (11,516)      
 Peril reserve            22                  2,668,701                  2,638,626 30,075               
 Loan loss reserve            23                  2,138,924                  2,173,901 (34,977)              
 Accumulated surplus            36                18,997,222                16,736,746 2,260,476          

               81,502,487                69,496,394 

 Total liabilities and accumulated fund              134,064,660              115,995,523 916,018             

The Financial Statements on pages 3 to 76 were approved on                                     2010 by the Board of
Directors and signed on its behalf by:

__________________________________ __________________________________
Howard Mitchell - Chairman Cecile Watson - Managing Director

* Restated [Note 37(b)]
The Notes on Pages 7 to 76 form an integral part of the Financial Statements.
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 Fair value and other reserves            21                  1,092,111                     367,410 724,701             deffered tax 64,679        invest 671,538    payables (11,516)      
 Peril reserve            22                  2,668,701                  2,638,626 30,075               
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The Financial Statements on pages 3 to 76 were approved on                                     2010 by the Board of
Directors and signed on its behalf by:

__________________________________ __________________________________
Howard Mitchell - Chairman Cecile Watson - Managing Director

* Restated [Note 37(b)]
The Notes on Pages 7 to 76 form an integral part of the Financial Statements.

Howard Mitchell - Chairman Audrey Richards - Director

The Financial Statements on pages 29 - 104 were approved on June 7, 2010 by the Board of Directors and 
signed on its behalf by:
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 STATEMENT OF FINANCIAL POSITION

 AS AT MARCH 31, 2010 

 (Expressed in $’000) 
 2010  2009* 

Notes  $  $ 
 ASSETS Net (Decrease)/Increase or Net (Outflow)/Inflow
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The Financial Statements on pages 3 to 76 were approved on                                     2010 by the Board of
Directors and signed on its behalf by:

__________________________________ __________________________________
Howard Mitchell - Chairman Cecile Watson - Managing Director

* Restated [Note 37(b)]
The Notes on Pages 7 to 76 form an integral part of the Financial Statements.The Notes on Pages 33 - 104 form an integral part of the Financial Statements.
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STATEMENT OF COMPREHENSIVE INCOME
YEAR ENDED MARCH 31, 2010
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NATIONAL HOUSING TRUST

STATEMENT OF COMPREHENSIVE INCOME

YEAR ENDED MARCH 31, 2010

(Expressed in $’000)

 2010  2009* 
 Notes  $  $ 

Interest revenue:
-   Loans              28                   4,979,893                   4,311,023 
-   Investments              28                   3,078,916                   2,198,603 

                  8,058,809                   6,509,626 

Bonus on employees’ contributions              28                 (1,131,992)                    (972,400)

Net interest revenue                   6,926,817                   5,537,226 
Other gains on securities carried at fair value 
  through profit or loss                      270,029                      258,944 
Dividends from investment securities              28                        34,818                        28,459 
Service charge on loans to beneficiaries  10(n)                      116,830                        93,288 
Gains on projects  25(a)                                 -                      444,763 
Gains on disposal of investments                        29,167                                 - 
Miscellaneous              24                      699,107                   1,292,420 

                  8,076,768                   7,655,100 

Operating expenses                   4,214,928                   3,740,782 
Charge on allowance for impairment on loans receivable  10(m)                      166,730                        18,468 
Losses on projects                      243,003                                 - 
Special subsidies and grants  25(b)                      163,710                      694,840 
Restructuring costs              26                        27,084                                 - 
Share of comprehensive losses of associates
  (including allowance for loan loss)  14(d)                      182,972                      365,449 

                  4,998,427                   4,819,539 

SURPLUS BEFORE TAXATION                   3,078,341                   2,835,561 

Taxation              27                    (822,767)                    (852,946)

SURPLUS FOR THE YEAR              28                   2,255,574                   1,982,615 

Other Comprehensive Income:

Gains/(losses) on available-for-sale financial assets 21            735,206                    (657,389)                   

Share of gains of property revaluation of associate 21            -                                23,735                      

TOTAL COMPREHENSIVE INCOME 2,990,780                 1,348,961                 

* Restated [Note 37(c)]
The Notes on Page 7 to 76 form an integral part of the Financial Statements.
The Notes on Pages 33 - 104 form an integral part of the Financial Statements.
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STATEMENT OF CHANGES IN ACCUMULATED FUND
YEAR ENDED MARCH 31, 2010
(Expressed in $’000)
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 NATIONAL HOUSING TRUST 

 STATEMENT OF CASH FLOWS 

 YEAR ENDED MARCH 31, 2010 

 (Expressed in $’000) 

 2010  2009* 
 Notes  $  $ 

 CASH FLOWS FROM OPERATING ACTIVITIES 
 Surplus for the year             2,255,574 1,982,615
 Adjustments to reconcile surplus for the year to cash 
   provided by operating activities           36            (6,495,437) (4,667,255)

           (4,239,863) (2,684,640)
 Increase/(decrease) in operating assets: 
 Receivables and prepayments               (100,549) (181,858)
 Retirement benefit asset               (130,871) (126,400)

 Increase/(decrease) in operating liabilities: 
 Payables and accruals               (344,326) 58,682
 Provisions utilized                 (92,413) (160,717)
 Cash used in operations            (4,908,022)            (3,094,933)
 Interest received             8,632,291            6,463,039 
 Tax paid               (867,921) (562,529)
 Cash provided by operating activities             2,856,348            2,805,577 

 CASH FLOWS FROM INVESTING ACTIVITIES 
 Acquisition of securities purchased under resale agreements            (5,984,807) (16,898,037)
 Proceeds on encashment of securities purchased under
   resale agreements             6,093,680 16,260,241
 Acquisition of investment securities          (20,381,701) (1,354,686)
 Proceeds on encashment of investment securities            15,315,883 3,555,428
 Loans receivable less recoveries          (11,066,450) (14,769,686)
 Increase in inventories (net)                162,351 (1,213,181)
 Intangible assets                            - (29,439)
 Investment in and advances to associated company               (105,220) (7,774)
 Acquisition of property, plant and equipment                 (70,742) (39,379)
 Proceeds on disposal of property, plant and equipment                  17,102 5,081
 Cash used in investing activities          (16,019,904)          (14,491,432)

 CASH FLOWS FROM FINANCING ACTIVITIES 
 Contributions from employers              9,025,818            8,652,232 
 Contributions from employees (net)             7,795,368            7,479,269 
 Refund of employees’ contributions            (2,751,659)            (2,579,548)
 Cash provided by financing activities            14,069,527          13,551,953 

 INCREASE IN CASH AND CASH EQUIVALENTS                905,971            1,866,098 

 OPENING CASH AND CASH EQUIVALENTS             4,331,513            2,442,781 

 Effect of foreign exchange rate changes                  10,047                 22,634 

 CLOSING CASH AND CASH EQUIVALENTS             6             5,247,531            4,331,513 

* Restated (Note 37)
The Notes on Page 7 to 76 form an integral part of the Financial Statements.

The Notes on Pages 33 - 104 form an integral part of the Financial Statements.
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 2010

30.
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NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2010
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 2010
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NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2010



37

NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 2010
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NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2010
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 2010
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NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2010
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NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2010
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 2010
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NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2010
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 2010



46

NOTES TO THE FINANCIAL STATEMENTS
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 2010
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NOTES TO THE FINANCIAL STATEMENTS
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 2010
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NOTES TO THE FINANCIAL STATEMENTS
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 2010
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YEAR ENDED MARCH 31, 2010
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 2010
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NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2010
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 2010
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NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2010
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 2010
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NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2010



59

NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 2010
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NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2010
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NOTES TO THE FINANCIAL STATEMENTS 
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NOTES TO THE FINANCIAL STATEMENTS 
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NOTES TO THE FINANCIAL STATEMENTS
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 2010



66

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2010
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NATIONAL HOUSING TRUST

NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED MARCH 31, 2010

16   PROPERTY, PLANT AND EQUIPMENT
Furniture

Fixtures and
Freehold Freehold Office Computer Heavy Motor Construction 

Land Buildings Partitions Artwork Equipment Equipment Equipment Vehicles in Progress Total
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000 $' 000 $' 000 $' 000 $' 000

COST

March 31, 2008        121,249     1,249,530          98,028          15,132        283,633        396,672          84,032          45,911         110,848  2,405,035 
Additions                    -                    -                    -               180          18,528            8,923                    -            6,110             5,638       39,379 
Transfers                    -        131,689        (33,091)                    -               352                    -                    -                    -          (98,950)                 - 
Adjustment [Note 16(a)]                    -        (11,488)                    -                    -             (100)                    -                    -                    -               (477)       (12,065)
Disposals                    -                    -                    -                    -          (1,359)             (477)                    -          (8,644)                     -       (10,480)

March 31, 2009        121,249     1,369,731          64,937          15,312        301,054        405,118          84,032          43,377           17,059  2,421,869 
Additions                    -            5,266                    -               117          20,928          35,028                    -                    -             9,403       70,742 
Adjustment [Note 16(a)]                    -                    -                    -                    -               (28)                    -                    -                    -                 (13)              (41)
Disposals                    -                    -                    -                    -          (5,383)          (1,024)        (39,901)          (9,639)                     -       (55,947)

March 31, 2010        121,249     1,374,997          64,937          15,429        316,571        439,122          44,131          33,738           26,449  2,436,623 

DEPRECIATION

March 31, 2008                    -        134,898          28,721                    -        123,011        294,643          84,032          32,056                     -     697,361 
Charge for the year                    -          34,854            9,386                    -          42,013          61,464                    -            7,373                     -     155,090 
Adjustment [Note 16(a)]                    -            1,999        (11,580)                    -                    -                    -                    -                    -                     -         (9,581)
Eliminated on disposals                    -                    -                    -                    -             (746)             (477)                    -          (5,421)                     -         (6,644)

March 31, 2009                    -        171,751          26,527                    -        164,278        355,630          84,032          34,008                     -     836,226 
Charge for the year                    -          34,344            6,070                    -          41,356          44,428                    -            5,135                     -     131,333 
Adjustment [Note 16(a)]                    -                    -                    -                    -                    -               (85)                    -                    -                     -              (85)
Eliminated on disposals                    -                    -                    -                    -          (3,692)             (892)        (39,901)          (9,639)                     -       (54,124)

March 31, 2010                    -        206,095          32,597                    -        201,942        399,081          44,131          29,504                     -     913,350 

NET BOOK VALUES
At March 31, 2010        121,249     1,168,902          32,340          15,429        114,629          40,041                    -            4,234           26,449  1,523,273 

At March 31, 2009        121,249     1,197,980          38,410          15,312        136,776          49,488                    -            9,369           17,059  1,585,643 

At March 31, 2008        121,249     1,114,632          69,307          15,132        160,622        102,029                    -          13,855         110,848  1,707,674 
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YEAR ENDED MARCH 31, 2010

  02 DEFERRED TAX (ASSETS)/LIABILITIES (Cont'd)

The following are the deferred tax (asset)/liabilities recognised by the Trust and movements thereon:

Assets Liabilities
 Associates 

 Post-  Unrealised  - Interest 
 Retirement  Accelerated  Retirement  Foreign  Receivable 

 Medical  Tax  Capital  Revaluation  Benefit  Exchange  Interest  and share  Other  Total 
 Benefits  Losses  Total  Allowances  of Properties  Asset  Gains  Receivable  of net assets  Assets  Liabilities  Total 

 $’000     $’000 $’000  $’000 $’000 $’000 $’000 $’000  $’000  $’000  $’000  $’000 

 Balances, March 31, 2008                  -     (967,448)    (967,448)            38,495              37,403       173,000         21,451        314,207           96,840          3,796      685,192     (282,256)
 Charged (Credited) to income 
   for the year (Note 27)       (43,900)       863,776     819,876           (20,535)                        -         52,967         94,050         (93,759)             2,034         (1,687)        33,070      852,946 
 Credited to accumulated fund 
   during the year(Notes 21, 27)                  -                  -                 -                      -               (1,011)                   -                  -                    -                     -                  -        (1,011)         (1,011)

 Balances, March 31, 2009       (43,900)     (103,672)    (147,572)            17,960              36,392       225,967       115,501        220,448           98,874          2,109      717,251      569,679 
 Charged (Credited) to income 
   for the year (Note 27)       (12,789)       103,672       90,883           (10,051)                        -         73,521     (111,664)               606         (93,516)            (696)    (141,800)       (50,917)
 Charged (Credited) to accumulated 
  fund during the year (Notes 21,27)                  -                 -                -                     -               (1,011)                  -                 -                   -                    -                  -        (1,011) (1,011)

 Balances, March 31, 2010       (56,689)                  -      (56,689)              7,909              35,381       299,488           3,837        221,054             5,358          1,413      574,440      517,751 
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21 FAIR VALUE AND OTHER RESERVES

 Investment  Unallocated  Properties 
Revaluation Contributions  Revaluation 
 Reserve  Reserve Reserve Total 

 $’000  $’000 $’000 $’000 

Balances March 31, 2008 [Note 37(a)]        105,724            723,524        170,805      1,000,053 
Net decrease in fair value of available-for-sale investment      (657,389)                        -                    -        (657,389)
Share of gains of property revaluation of associate                    -                        -          23,735           23,735 
Deferred tax arising on revaluation of property, plant 
   and equipment (Note 20)                    -                        -            1,011             1,011 

Balances March 31, 2009      (551,665)            723,524        195,551         367,410 

Net increase in fair value of available-for-sale investments        880,512                        -                    -         880,512 
Loss on impairment of available-for-sale equity
    investments charged to income        153,677                        -                    -         153,677 
Transfer of fair value to pofit for the year (Jamaica 
   Debt Exchange)          20,645                        -                    -           20,645 
Reduction in market value (Jamaica Debt Exchange)      (319,628)                        -                    -        (319,628)

       735,206                        -                    -         735,206 
Deferred tax arising on revaluation of property, plant 
   and equipment (Note 20)                    -                        -            1,011             1,011 
Contribution shortage on annual return                    -            (11,516)                    -          (11,516)

                   -            (11,516)            1,011          (10,505)

Balances as at March 31, 2010        183,541            712,008        196,562      1,092,111 

22 PERIL RESERVE

The Trust’s policy deductible is US$30 million (2009: US$30 million), i.e., peril insurance claims up to this amount will
be for the account of the Trust (claims over this amount will be for the account of the insurer) [Notes 29(b)].

The Trust has currently designated the investments listed below to fund this reserve:

2010 2009
US$'000 US$'000

Cash and Cash Equivalents [Notes 6(b)] 5,820              320               
Securities purchased under resale agreement [Notes 8(b)] 8,720              13,199          
Available-for-sale securities [Notes 9(b)] 23,992            23,838          

38,532            37,357          

Other Reserves
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NATIONAL HOUSING TRUST

NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED MARCH 31, 2010

23 LOAN LOSS RESERVE

This reserve represents the excess of the provision for loan losses, determined using management’s prudential 
estimate of the greater of 3% of the total mortgage loans receivable and the total arrears for over 90 days, for which
allowances are made, over the amounts determined under IFRS (Note 10).  

During the year, a reduction of $34,977,000 (an increase in the prior year of $485,697,000) was made to the loan loss
reserve, to cover any losses that may arise from the loans referred to in Note 11.1 above as well as other mortgage
loans.

24 MISCELLANEOUS INCOME

2010 2009
$'000 $'000

Foreign exchange gain (net) 61,050            656,409        
Penalty income 93,951            88,656          
Debt management fees 61,300            88,598          
Peril and life insurance administrative fees 384,865          351,841        
Insurance claim excess refund                        -           16,740 
JPS deposit refund 7,009              4,382            
Other 90,932            85,794          

699,107          1,292,420     

25 GAINS ON PROJECTS, SPECIAL SUBSIDIES AND GRANTS

(a) Gains on projects
The gain in 2009 includes a reduction in provision for losses on Inner City Housing Projects (ICHP) of approximately
$394 million as a result of a reduction in the project subsidy arising from an increase in the price of these units.

(b) Special subsidies and grants
2010 2009
$'000 $'000

Special projects:
     Inner City Housing Project 40,395            26,629          
     Sugar Housing Programme 66,473            607,943        
     Emancipation Park [net of recoveries of $2,289 million 
        (2009: $3,062 million)] 50,612            56,645          
Grants
     Other 6,230              3,623            

163,710          694,840        
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26 RESTRUCTURING COSTS

This comprises redundancy costs resulting from the restructuring of the organisation.

27 TAXATION

(a) Recognised in profit for the year

(i) The taxation charge for the year comprises:
2010 2009
$'000 $'000

Current tax 873,684                              - 
Deferred tax adjustment (Note 20) (50,917)           852,946        

822,767          852,946        

(ii) The taxation charge for the year can be reconciled to the surplus before taxation in the statement of comprehensive
income as follows:

2010 2009
$'000 $'000

Surplus before taxation 3,078,341       2,835,561     

Expected tax at current tax rate of 33⅓% 1,026,114       945,187        
Tax effect of amounts not deductible in determining taxable surpluses 53,818            24,167          
Tax effect of amounts not subject to tax (157,869)         747,368        
Tax effect of tax losses utilized (103,672)         (863,776)       
Net effect of other charges and allowances 4,376              -                    

Taxation charge 822,767          852,946        

The tax rate used for the 2010 and 2009 reconciliations above is the tax rate of 33 ⅓% payable by corporate entities in
Jamaica on taxable profits/surpluses under Jamaican tax laws.

Page 3

NATIONAL HOUSING TRUST

NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED MARCH 31, 2010

26 RESTRUCTURING COSTS

This comprises redundancy costs resulting from the restructuring of the organisation.

27 TAXATION

(a) Recognised in profit for the year

(i) The taxation charge for the year comprises:
2010 2009
$'000 $'000

Current tax 873,684                              - 
Deferred tax adjustment (Note 20) (50,917)           852,946        

822,767          852,946        

(ii) The taxation charge for the year can be reconciled to the surplus before taxation in the statement of comprehensive
income as follows:

2010 2009
$'000 $'000

Surplus before taxation 3,078,341       2,835,561     

Expected tax at current tax rate of 33⅓% 1,026,114       945,187        
Tax effect of amounts not deductible in determining taxable surpluses 53,818            24,167          
Tax effect of amounts not subject to tax (157,869)         747,368        
Tax effect of tax losses utilized (103,672)         (863,776)       
Net effect of other charges and allowances 4,376              -                    

Taxation charge 822,767          852,946        

The tax rate used for the 2010 and 2009 reconciliations above is the tax rate of 33 ⅓% payable by corporate entities in
Jamaica on taxable profits/surpluses under Jamaican tax laws.

77

NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 2010



Page 4

NATIONAL HOUSING TRUST

NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED MARCH 31, 2010

27 TAXATION (Cont'd)

 (b) Recognised directly in fair value and other reserves

In addition to the amount charged to surplus for the year, deferred tax relating to the revaluation of the Trust's 
property, plant and equipment has been credited to Other Comprehensive Income (see Notes 20 and 21).

2010 2009
$'000 $'000

Revaluation of properties 1,011              1,011            

28 SURPLUS FOR THE YEAR

The surplus for the year is stated after taking account of the following items:

(a) Interest revenue on:
2010 2009
$'000 $'000

Available-for-sale investment securities 2,971,897       1,826,726     

Held-for-trading investment securities 107,019          101,847        

Financial assets at amortised cost
     -  Impaired financial assets 36,874            345,888        
     -  Unimpaired financial assets 4,943,019       3,965,135     

4,979,893       4,311,023     

8,058,809       6,239,596     

Dividends 34,818            28,459          

8,093,627       6,268,055     

(b) Bonus on employees’ contribution
     -  Savings accounts (489,312)         (290,891)       
     -  Time accounts (642,680)         (681,509)       

(1,131,992)      (972,400)       
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28 SURPLUS FOR THE YEAR (Cont'd)

 (c) Other
2010 2009
$'000 $'000

Directors’ emoluments:
   Non Executive Directors – fees 2,313              1,965            
   Management
        Basic 10,294            9,789            
        Incentive payments and gratuity in lieu of pension 53,540            5,065            
Audit fees - current year 9,493              8,500            
                - prior year (3,572)             -                    
Depreciation 131,249          155,090        
(Gain) on disposal of property, plant and equipment (15,280)           (1,245)           
Amortisation of intangible assets 27,873            11,656          

215,910          190,820        

29 COMMITMENTS AND CONTINGENCIES

(a) Commitments
2010 2009
$'000 $'000

Commitments contracted for -
     Financing house construction and
       acquisition of houses for allocation to beneficiaries 6,247,299       2,815,728     
     Purchase of land 24,000            371,884        
     Inner City Housing Project 305,795          45,035          
     Loans and/or mortgage financing 6,262,350       5,880,399     
     Green Pond Sewage Infrastructure 48,460            -                    
  

12,887,904     9,113,046     

Authorised and approved but not contracted for - 
     Purchase of land 650,000          500,000        
     Inner City Housing Project -                      27,000          
     Computer software development 185,000          54,000          
     Office refurbishing 212,000          117,163        
     Projects’ subsidy 1,994,408       825,183        

3,041,408       1,523,346     
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YEAR ENDED MARCH 31, 2010

29 COMMITMENTS AND CONTINGENCIES (Cont'd)

(b) Contingencies

Peril claims

The Trust’s policy deductible on its peril insurance cover is US$30 million (J$2.69 billion) (2009: US$30 million 
(J$2.64 billion)).  Should a catastrophic event occur such as a hurricane or an earthquake, the Trust will be liable to
meet the cost of damages up to the aggregate amount of the deductible with the balance borne by the insurer 
(Note 22).

At year-end, claims made by beneficiaries provided for but not yet processed by the Trust amounted to approximately 
$25.15 million (2009:$14.27 million) (Note 17).

Litigation

The Trust is involved in litigation in the ordinary course of operations. Management believes that, apart from the matter
referred to in Note 35, liabilities, if any, arising from such litigation will not have a material adverse effect on the 
financial position of the Trust.

30 RELATED PARTY TRANSACTIONS/BALANCES

Operating transactions

During the year, the Trust entered into the following transactions with government agencies and key management 
personnel, including members of the board of directors.

2010 2009 2010 2009
$'000 $'000 $'000 $'000

State controlled entities 346,066     95,066        370,906       65,267          

Key management personnel 15,993       31,757        67,695         65,964          

Board of Directors and 
   Committee members - 1,260          1,116           1,219            

(including interest) Balance owed
Loans granted
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30 RELATED PARTY TRANSACTIONS/BALANCES (Cont'd)

State-controlled entities

During the year, the following transactions were effected with the Housing Agency of Jamaica (HAJ) [formerly 
National Housing Development Corporation (NHDC)]:

2010 2009
$'000 $'000

Interest earned 94,702            83,571          

Loans made to beneficiaries selected by HAJ are disclosed at Note 10(b).

The Trust also paid rental and maintenance fees of $11.22 million (2009: $22.43 million) for the office space occupied 
to, as well as reimbursed $8.15 million (2009: $9.99 million) for expenses incurred on the Trust’s behalf by, 
Development Bank of Jamaica.

Compensation of key management personnel

The remuneration of directors, committee members and other key members of management during the year was as 
follows:

Key management personnel
2010 2009
$'000 $'000

Short-term benefits 135,821          97,950          
Post employment benefits - pension contributions 4,662              4,662            

140,483          102,612        

The remuneration of the above is determined by the Board of Directors under the guidelines set by the Ministry of 
Finance, having regard to the performance of individuals and market trends.

Board of Directors and Committee members
2010 2009
$'000 $'000

Short-term benefits (directors fees) [Note 28(c)] 2,313              1,965            
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31 FINANCIAL INSTRUMENTS AND FINANCIAL RISKS MANAGEMENT

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the basis of 
measurement and the basis on which income and expenses are recognised, in respect of each class of financial 
asset and financial liability are disclosed in Note 4 to the financial statements.

Categories of financial instruments

The following table sets out the financial instruments as at the reporting date:

2010 2009
$'000 $'000

Financial assets
Fair value through profit or loss (FVTPL)
-  Held for trading 2,499,072       2,227,497     

Loans and receivables (including cash and cash equivalents)  – at  
amortised cost
-  Cash and cash equivalents 5,247,531       4,331,513     
-  Loans receivable 95,757,161     85,131,068   
-  Securities purchased under resale agreements 2,632,167       2,403,860     
-  Receivables (excluding prepayments) 508,802          511,045        

104,145,661   92,377,486   
Available-for-sale financial assets 15,181,116     10,074,700   

121,825,849   104,679,683 

Financial liabilities  (at amortised cost)
-  Payables 1,015,672       1,293,953     
-  Refundable contributions 50,235,825     44,060,124   

51,251,497     45,354,077   

Financial risk management policies and objectives

By its nature, the Trust’s activities generally involve the use of financial instruments.

The Trust has exposure to the following risks from its use of financial instruments: market risk (including currency risk,
fair value interest rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk.

Financial risk management objectives

The Trust’s activities involve the analysis, evaluation, acceptance and management of some degree of risk or 
combination of risks.  The Trust’s aim is, therefore, to achieve an appropriate balance between risk and return and
minimize potential adverse effects on the Trust’s financial performance.
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31 FINANCIAL INSTRUMENTS AND FINANCIAL RISKS MANAGEMENT (Cont'd)

Financial risk management policies and objectives (Cont'd)

Financial risk management objectives (cont'd)

The Trust’s risk management policies are designed to identify and analyze these risks, to set appropriate risk limits 
and controls, and to monitor the risks and adherence to limits by means of reliable and up to date information systems.
The Trust regularly reviews its risk management policies and systems to reflect changes in markets, products and 
emerging best practices.   The use of any derivative financial instrument is governed by the Trust’s policies approved 
by the Board of Directors.

An enterprise-wide risk management approach is adopted. This framework is supported by sound risk management 
practices which include the establishment of enterprise-wide policies, procedures and limits, monitoring and 
measurement of exposure against established limits, ongoing realignment of business strategies and activities and the
reporting of significant exposures to senior management and the Board of Directors.

The Board of Directors has overall responsibility for the establishment and oversight of the Trust’s risk management 
framework.  The Board of Directors risk management mandate is principally carried out through the Finance and 
Information System Committee, Audit Committee, Policy Committee, Technical Committee and the Internal Audit 
Department.

Finance and Information System Committee

This Committee has direct responsibility for the management of the financial position and overall financial structure
which includes liquidity, interest rate and foreign currency risks management.

Audit Committee

Audit Committee has oversight for the integrity of the financial statements and reviews the adequacy and effectiveness
of internal controls and risk management procedures.

Policy Committee

Policy Committee has responsibility to ensure that risk policies, processes and controls are in place to manage 
significant risks and the activities of the Trust are carried out in accordance with these policies.

The Internal Audit Department

The Internal Audit Department has responsibility for ensuring the effectiveness and adequacy of risk management, 
internal controls and procedures and conducts both ad hoc  and regular reviews.  The Internal Audit Department repor
all findings to the Audit Committee, who reports the findings, recommendations and management responses to the 
Board of Directors.
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Financial risk management policies and objectives (Cont'd)
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31 FINANCIAL INSTRUMENTS AND FINANCIAL RISKS MANAGEMENT (Cont'd)

Financial risk management policies and objectives (Cont'd)

Financial risk management objectives (cont'd)

The Trust’s risk management policies are designed to identify and analyze these risks, to set appropriate risk limits 
and controls, and to monitor the risks and adherence to limits by means of reliable and up to date information systems.
The Trust regularly reviews its risk management policies and systems to reflect changes in markets, products and 
emerging best practices.   The use of any derivative financial instrument is governed by the Trust’s policies approved 
by the Board of Directors.

An enterprise-wide risk management approach is adopted. This framework is supported by sound risk management 
practices which include the establishment of enterprise-wide policies, procedures and limits, monitoring and 
measurement of exposure against established limits, ongoing realignment of business strategies and activities and the
reporting of significant exposures to senior management and the Board of Directors.

The Board of Directors has overall responsibility for the establishment and oversight of the Trust’s risk management 
framework.  The Board of Directors risk management mandate is principally carried out through the Finance and 
Information System Committee, Audit Committee, Policy Committee, Technical Committee and the Internal Audit 
Department.

Finance and Information System Committee

This Committee has direct responsibility for the management of the financial position and overall financial structure
which includes liquidity, interest rate and foreign currency risks management.

Audit Committee

Audit Committee has oversight for the integrity of the financial statements and reviews the adequacy and effectiveness
of internal controls and risk management procedures.

Policy Committee

Policy Committee has responsibility to ensure that risk policies, processes and controls are in place to manage 
significant risks and the activities of the Trust are carried out in accordance with these policies.

The Internal Audit Department

The Internal Audit Department has responsibility for ensuring the effectiveness and adequacy of risk management, 
internal controls and procedures and conducts both ad hoc  and regular reviews.  The Internal Audit Department repor
all findings to the Audit Committee, who reports the findings, recommendations and management responses to the 
Board of Directors.

Page 9

NATIONAL HOUSING TRUST

NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED MARCH 31, 2010

31 FINANCIAL INSTRUMENTS AND FINANCIAL RISKS MANAGEMENT (Cont'd)

Financial risk management policies and objectives (Cont'd)
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31 FINANCIAL INSTRUMENTS AND FINANCIAL RISKS MANAGEMENT (Cont'd)

Financial risk management policies and objectives (Cont'd)

Technical Committee

This Committee has overall responsibility for the monitoring of construction activities of the Trust, including 
procurement of contracts, evaluation and monitoring of costs incurred.

There has been no change in the Trust’s exposure to these financial risks or manner in which it manages and 
measures risk during the period.

Exposures are measured using sensitivity analyses indicated below.

(a) Market risk

Market risk is the risk that the value or expected cash flows of a financial instrument will fluctuate as a result of change
in the 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 Trust’s activities expose it primarily to the financial risks of changes in foreign currency exchange rates as 
disclosed in Note 31(b) below, interest rates as disclosed in Note 31(c) below, as well as equity price risks.

Management of market risk

The Board of Directors outlines the general policies of the Trust in managing this risk. The Trust, through its
Investments Unit, monitors this risk by thorough research of financial markets, both locally and internationally as well a
analyses of the financial institutions with whom investments are made. Price movements, because of market factors on
the Trust’s investments, are monitored on a monthly basis.

The Trust holds available-for-sale equity investments listed on the Jamaica Stock Exchange. The primary goal of the 
Trust’s investment in equities is to maximise the return on the portfolio. These equities are not held for strategic 
alliances with or control over these entities. The Investment Unit monitors these investments on a daily basis in 
order to take advantage of opportunities arising from market activity.

The Trust faces equity risk because of fluctuations in the price of equity in its investment portfolio. These fluctuations
may arise because of general market conditions (systemic risk) or due to company specific factors (non-systemic 
risk). This risk is minimised by the implementation and monitoring of sound financial management strategies, in 
accordance with the Board of Directors’ guidelines. 
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31 FINANCIAL INSTRUMENTS AND FINANCIAL RISKS MANAGEMENT (Cont'd)

Financial risk management policies and objectives(Cont'd)

(a) Market risk (Cont'd)

Equity price sensitivity analysis

The sensitivity analysis below has been determined based on the exposure to equity price risk at the reporting date.

If quoted equity prices had been 20% (2009: 20%) higher/lower fair value and other reserves in accumulated fund at
March 31, 2010 would increase/decrease by $115.61 million (2009: $73.25 million) as a result of changes in result of
the changes in fair values of the available-for-sale securities.

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

(b) Foreign currency risk 

The Trust undertakes certain transactions denominated in currencies other than the Jamaican dollar resulting in
exposures to exchange rate fluctuation.

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

Management of foreign currency risk

Management consistently monitors the Trust’s exposure in this regard by constant monitoring of international foreign 
exchange markets and factors influencing currency movements and positioning its foreign currency investments 
accordingly.

At March 31, 2010, the Trust had US$ denominated investments amounting to US$39.157 million (2009: US$38.585 
million). The Trust holds a minimum amount of US$ investments in respect of funding its peril reserve.  
 
The carrying amounts of the Trust’s foreign currency denominated monetary assets and monetary liabilities at the 
reporting date are as follows:

2010 2009
J$'000 J$'000

Cash and bank balances 522,447          108,008        
Securities purchased under agreement to resell 788,911          1,189,085     
Investment securities 2,303,379       2,096,670     

3,614,737       3,393,763     

Assets
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31 FINANCIAL INSTRUMENTS AND FINANCIAL RISKS MANAGEMENT (Cont'd)

Financial risk management policies and objectives(Cont'd)

(b) Foreign currency risk (Cont'd)

Foreign currency sensitivity analysis

The following table details the Trust’s sensitivity to a 2% revaluation and 10% devaluation change in the Jamaican 
dollar against the relevant foreign currencies. The change in the sensitivity rates below are used when reporting
foreign currency risk internally to key management personnel and represents management’s assessment of the
reasonably possible change in foreign exchange rates. The sensitivity analysis includes only outstanding foreign 
currency denominated monetary items and adjusts their translation at the period end for the change in foreign 
currency rates below. 

If the Jamaican dollar strengthens by 2% or weakens by 10% against the US dollar (2009: 5%), income would  
decrease or increase by:

2010 2010 2010 2010 2009 2009
Change in Change in Change in
Curency Curency Curency

Rate Rate Rate
% J$'000 % J$'000 % J$'000

(Surplus)deficit +2 72,295       -10 (361,474)         ±5 (271,501)       

This is mainly attributable to the exposure on investment securities, securities purchased under resale agreements 
and cash and cash equivalents at year-end.

The Trust’s sensitivity to foreign currency risk has increased during the current period mainly due to the increased 
holdings of foreign currency deposits and investments.

(c) Interest rate risk

Interest rate risk is the potential that the value of a financial instrument will fluctuate due to changes in market interest
rates.  Financial instruments subject to fixed interest rates are exposed to fair value interest rate risk while those 
subject to floating interest rates are exposed to cash flow interest rate risk.  

The primary sources of funding for the Trust are employer and employee contributions, which are either non-refundable
or refundable at a nominal rate of interest. This limits the Trust's exposure to interest rate risk. These funds together 
with surpluses on operations are the main source of investments in securities, loans to beneficiaries and inventory 
housing projects. Investments in securities are at significantly higher rates of return.  

Management of interest rate risk
The Trust’s exposure to interest rate risk is measured using gap analysis and sensitivity analysis and managed by 
maintaining an appropriate mix of variable and fixed rate instruments.

The table below summarises the Trust’s exposure to interest rate risk.  Included in the table are the Trust’s assets 
and liabilities at carrying amounts, categorized by the earlier of the contractual repricing or maturity dates.

Devaluation Revaluation and DevaluationRevaluation
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31 FINANCIAL INSTRUMENTS AND FINANCIAL RISKS MANAGEMENT (Cont'd)

Financial risk management policies and objectives(Cont'd)
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Financial risk management policies and objectives(Cont'd)
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YEAR ENDED MARCH 31, 2010

31 FINANCIAL INSTRUMENTS AND FINANCIAL RISKS MANAGEMENT (Cont’d)

(c) Interest rate risk (Cont’d)

As at March 31, 2010:
Weighted

Average
 Within 3  Within 3 - 12  1 to 2  2 to 3  3 to 4  4 to 5  Over  Non-rate  Effective 
 Months  Months  Years  Years  Years  Years  5 Years  Sensitive  Total  Interest 

rate
$’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000 %

Assets
Cash and cash equivalents 4,658,808      -                      -                    -                    -                   -                    -                     588,723          5,247,531       9.21
Receivables and prepayments 3,817             35,179             62,673          88,123          67,155         22,691          20,414           363,794          663,846          4.17
Income tax recoverable -                     -                      -                    -                    -                   -                    -                     2,667,534       2,667,534
Securities purchased under resale agreements 2,266,187      365,980           -                    -                    -                   -                    -                     -                     2,632,167       9.47
Investment securities 5,063,160      1,515,281        271,479        1,850,282     2,045,841    -                    6,219,640      714,505          17,680,188     10.12
Loans receivable 148,786         492,459           699,659        129,013        188,999       408,617        93,689,628    -                     95,757,161     5.39
Inventories -                     -                      -                    -                    -                   -                    -                     5,693,088       5,693,088
Other -                     -                      -                    -                    -                   -                    -                     3,723,145       3,723,145

Total assets 12,140,758    2,408,899        1,033,811     2,067,418     2,301,995    431,308        99,929,682    13,750,789     134,064,660

Liabilities and accumulated fund
Payable and accruals -                     -                      -                    -                    -                   -                    -                     1,252,608       1,252,608
Provisions -                     -                      -                    -                    -                   -                    -                     385,919          385,919          
Refundable contributions 13,228,317    2,960,601        4,085,629     3,595,353     2,900,252    3,519,851     19,945,822    -                     50,235,825     3.60
Other -                     -                      -                    -                    -                   -                    -                     687,821          687,821          
Accumulated fund -                     -                      -                    -                    -                   -                    -                     81,502,487     81,502,487

Total liabilities and accumulated fund 13,228,317  2,960,601       4,085,629    3,595,353    2,900,252  3,519,851   19,945,822  83,828,835    134,064,660

Net Interest Rate Sensitivity Gap (1,087,559)     (551,702)         (3,051,818)    (1,527,935)    (598,257)      (3,088,543)    79,983,860    (70,078,046)   -                      

Cumulative Gap (1,087,559)     (1,639,261)      (4,691,079)    (6,219,014)    (6,817,271)   (9,905,814)    70,078,046    -                     -                      
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31 FINANCIAL INSTRUMENTS AND FINANCIAL RISKS MANAGEMENT (Cont’d)
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31 FINANCIAL INSTRUMENTS AND FINANCIAL RISKS MANAGEMENT (Cont’d)

(c) Interest rate risk (Cont’d)

As at March 31, 2010:
Weighted

Average
 Within 3  Within 3 - 12  1 to 2  2 to 3  3 to 4  4 to 5  Over  Non-rate  Effective 
 Months  Months  Years  Years  Years  Years  5 Years  Sensitive  Total  Interest 

rate
$’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000 %

Assets
Cash and cash equivalents 4,658,808      -                      -                    -                    -                   -                    -                     588,723          5,247,531       9.21
Receivables and prepayments 3,817             35,179             62,673          88,123          67,155         22,691          20,414           363,794          663,846          4.17
Income tax recoverable -                     -                      -                    -                    -                   -                    -                     2,667,534       2,667,534
Securities purchased under resale agreements 2,266,187      365,980           -                    -                    -                   -                    -                     -                     2,632,167       9.47
Investment securities 5,063,160      1,515,281        271,479        1,850,282     2,045,841    -                    6,219,640      714,505          17,680,188     10.12
Loans receivable 148,786         492,459           699,659        129,013        188,999       408,617        93,689,628    -                     95,757,161     5.39
Inventories -                     -                      -                    -                    -                   -                    -                     5,693,088       5,693,088
Other -                     -                      -                    -                    -                   -                    -                     3,723,145       3,723,145

Total assets 12,140,758    2,408,899        1,033,811     2,067,418     2,301,995    431,308        99,929,682    13,750,789     134,064,660

Liabilities and accumulated fund
Payable and accruals -                     -                      -                    -                    -                   -                    -                     1,252,608       1,252,608
Provisions -                     -                      -                    -                    -                   -                    -                     385,919          385,919          
Refundable contributions 13,228,317    2,960,601        4,085,629     3,595,353     2,900,252    3,519,851     19,945,822    -                     50,235,825     3.60
Other -                     -                      -                    -                    -                   -                    -                     687,821          687,821          
Accumulated fund -                     -                      -                    -                    -                   -                    -                     81,502,487     81,502,487

Total liabilities and accumulated fund 13,228,317  2,960,601       4,085,629    3,595,353    2,900,252  3,519,851   19,945,822  83,828,835    134,064,660

Net Interest Rate Sensitivity Gap (1,087,559)     (551,702)         (3,051,818)    (1,527,935)    (598,257)      (3,088,543)    79,983,860    (70,078,046)   -                      

Cumulative Gap (1,087,559)     (1,639,261)      (4,691,079)    (6,219,014)    (6,817,271)   (9,905,814)    70,078,046    -                     -                      
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31 FINANCIAL INSTRUMENTS AND FINANCIAL RISKS MANAGEMENT (Cont’d)

(c) Interest rate risk (Cont’d)

As at March 31, 2009:

Average
 Within 3  Within 3 - 12  1 to 2  2 to 3  3 to 4  4 to 5  Over  Non-rate  Effective 
 Months  Months  Years  Years  Years  Years  5 Years  Sensitive  Total  Interest 

rate
$’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000 %

Assets
Cash and cash equivalents 4,102,195      -                      -                    -                    -                   -                    -                     229,318          4,331,513       20.09
Receivables and prepayments 196                8,048               32,381          75,293          64,785         85,515          -                     299,037          565,255          3.59
Income tax recoverable -                     -                      -                    -                    -                   -                    -                     2,673,297       2,673,297
Securities purchased under resale agreements 654,530         1,749,330        -                    -                    -                   -                    -                     -                     2,403,860       14.64
Investment securities 890,001         4,004,673        1,636,572     144,401        462,504       191,253        4,490,178      482,615          12,302,197     15.45
Loans receivable 20,439           103,458           388,627        1,263,573     148,354       253,651        82,952,966    -                     85,131,068     5.24
Inventories -                     -                      -                    -                    -                   -                    -                     4,914,369       4,914,369
Other -                     -                      -                    -                    -                   -                    -                     3,673,964       3,673,964

Total assets 5,667,361      5,865,509        2,057,580     1,483,267     675,643       530,419        87,443,144    12,272,600     115,995,523

Liabilities and accumulated fund
Payable and accruals -                     -                      -                    -                    -                   -                    -                     1,585,418       1,585,418
Provisions -                     -                      -                    -                    -                   -                    -                     152,208          152,208          
Refundable contributions 9,518,239      2,759,780        3,808,497     3,351,477     2,703,525    3,281,096     18,637,510    -                     44,060,124     3.40
Other -                     -                      -                    -                    -                   -                    -                     701,379          701,379          
Accumulated fund -                     -                      -                    -                    -                   -                    -                     69,496,394     69,496,394

Total liabilities and accumulated fund 9,518,239    2,759,780       3,808,497    3,351,477    2,703,525  3,281,096   18,637,510  71,935,399    115,995,523

Net Interest Rate Sensitivity Gap (3,850,878)     3,105,729        (1,750,917)    (1,868,210)    (2,027,882)   (2,750,677)    68,805,634    (59,662,799)   -                      

Cumulative Gap (3,850,878)     (745,149)         (2,496,066)    (4,364,276)    (6,392,158)   (9,142,835)    59,662,799    -                     -                      
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31 FINANCIAL INSTRUMENTS AND FINANCIAL RISKS MANAGEMENT (Cont’d)

Financial risk management policies and objectives (Cont’d)

(c) Interest rate risk (Cont’d)

Interest rate sensitivity analysis

The sensitivity analyses below have been determined based on the exposure to interest rates for both
derivative and non-derivative instruments at the statement of financial position date. For floating rate
assets, the analysis is prepared assuming the amount of assets held at the statement of financial position
date was held throughout the year. A 500 basis points increase and a 800 basis points decrease is used 
when reporting interest rate risk internally to key management personnel and represents management’s 
assessment of the reasonably probable change in interest rates.

If interest rates had been 500 basis points higher and 800 basis points lower and all other variables 
were held constant, the Trust’s:

•    surplus for the year ended March 31, 2010 would increase/decrease by $1,523.7 million and 
     $2,438.0 million respectively (2009: increase/decrease by $204.7 and $327.5 million, respectively). 
     This is mainly attributable to the Trust’s exposure to interest rates on its investment securities; and
•    fair value and other reserves in accumulated fund would decrease/increase by $932.3 million and 
     $2,132.7 million (2009: decrease/increase by $53.08 and $89.37 million), mainly as a result of the 
     changes in the fair value of available-for-sale instruments.
•    cashflow from floating rate assets would increase/decrease by $246.6 million and $394.6 million
     (2009: increase/decrease by $114.1 million and $182.5 million) as a result of the changes in the
     weighted average coupon rate earned of 18.03% (2009: 17.56%) on available-for-sale variable rate
     instruments.

The Trust’s sensitivity to interest rate risk has decreased during the current period mainly due to reduction
in holdings of variable rate investments, as well as increased holdings of fixed rate instruments offset by
a decline in their fair values.

(d) Credit risk

Credit risk is the risk that a party to a financial instrument will default on its contractual obligations resulting
in financial loss to the Trust.  The risk is managed primarily by reviews of the financial status of each 
obligator and making allowances where there is evidence of impairment.

Credit risk is the most significant risk for the Trust’s business, therefore, management carefully monitors
its exposure. Credit exposures arise principally in respect of the Trust’s lending and investment activities.
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31 FINANCIAL INSTRUMENTS AND FINANCIAL RISKS MANAGEMENT (Cont’d)

Financial risk management policies and objectives (Cont’d)

(d) Credit risk (Cont'd)

(i)  Loans receivable

     The Trust has a significant credit risk exposure in respect of loans to beneficiaries and financial 
     institutions, and advances to developers for housing construction.  The Trust establishes policies and
     procedures which govern standards for granting loans and the process of continuous monitoring and
     measurement in relation to delinquency and debt recovery management. Before granting credit, the 
     Loan Origination Unit assesses the probability of default of the individual party using internal rating tools. 
     All loans are assigned to loan officers who are responsible for the monitoring and management of the 
     loan facility.

     The Loan Management unit reviews the arrears report daily and has dialogue with the relevant parties
     to ensure their accounts remain current. Additionally, to discourage delinquency, the Trusts imposes a 
     late fee charge on mortgages in arrears of fifteen days and over. In respect of loans to beneficiaries, the 
     exposure is mitigated as the maximum loan to a single mortgagor is restricted and a significant number 
     of mortgagors must default before there is a significant impact on the Trust’s operations.

     The Housing Receivable unit submits monthly and quarterly statements to beneficiaries and have 
     dialogue with the relevant parties to ensure that repayments are received on a timely basis.

     The credit risk for financial institutions and developers for housing construction are assessed by 
     preparing a Financial Review Report which is presented to management for decision-making.  The 
     exposure to credit risk for financial institutions and developers is mitigated as maximum limits are set
     for amounts advanced and adherence to terms of the loan agreement is monitored and reviewed on a
     regular basis.

     The carrying amount of financial assets in respect of loans receivable totalling approximately 
     $95.824 billion at year end, which is net of impairment losses, represents the Trust’s maximum 
     exposure to this class of financial asset without taking into account the value of any collateral obtained.

     Collateral 

     The Trust employs a range of policies to mitigate credit risk.  For loans to beneficiaries and financial 
     institutions, a significant portion of these loans is secured on property.  In respect of loans through 
     government agencies, the Trust receives letters of undertaking from the Ministry of Finance and Public
     Service as necessary.

     Management monitors the market value of collateral on a regular basis and if necessary, requests 
     additional collateral in accordance with the underlying agreement.
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31 FINANCIAL INSTRUMENTS AND FINANCIAL RISKS MANAGEMENT (Cont’d)

Financial risk management policies and objectives (Cont’d)

(d) Credit risk (Cont'd)

(i)  Loans receivable (Cont'd)

     Fair value of collateral held at year end in respect of loans receivable that are past due and 
     impaired

2010 2009
$'000 $'000

     Property 26,406,317    22,940,598

     Repossessed collateral

     From time to time, the Trust takes possession of collateral held as security.  These repossessed assets 
     are sold as soon as is practicable with the proceeds from sale set-off against outstanding debt owed. 
     The Trust does not occupy or use repossessed assets in its operations.

     At year-end the following was the status of repossessed assets:

Carrying Value of Carrying Value of
Value Collateral Value Collateral
$'000 $'000 $'000 $'000

     Residential properties 839,526     3,000,976   703,402     1,995,592       

(ii) Investment securities and cash and cash equivalents

     The Trust seeks to minimize its risk in the following ways:

     •  The Board of Directors sets out specific guidelines governing the management of the Trust’s 
         investments and cash.
     •  All financial institutions with which the Trust has a credit risk exposure, as well as institutions vying to 
         enter into financial transactions with the Trust, are appraised and ranked based on their financial 
         standing and other criteria, in accordance with the Board of Directors’ guidelines. The Board of 
         Directors must approve this ranking. 
     •  Management limits the amount of investment with any one institution, in accordance with the Board of 

2010 2009
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         Directors’ guidelines. 

31 FINANCIAL INSTRUMENTS AND FINANCIAL RISKS MANAGEMENT (Cont’d)

Financial risk management policies and objectives (Cont’d)

(d) Credit risk (Cont'd)

(ii) Investment securities and cash and cash equivalents (Cont'd)

     •  Management limits the investment in certain types of investments, in accordance with the Board of 
         Directors’ guidelines. In addition, a clear approval structure is established to govern the investment in 
         certain categories of investment options.

      •  Investment securities are placed with reputable financial institutions and are usually collateralized by 
         Government of Jamaica (GOJ) or Bank of Jamaica (BOJ) securities duly transferred to the Trust in 
         the event of default of the counterparty to the transaction.
     •  The Investments Unit conducts constant monitoring of the terms of investment contracts to ensure that
         the terms are strictly adhered to, in particular, that institutions fulfill their financial obligations to the 
         Trust as they fall due.

      The following table summarizes the Trust’s credit exposure for investments at their carrying amounts, 
      as categorized by issuer:

2010 2009
$'000 $'000

      Government of Jamaica 15,053,186    7,891,545       
      Bank of Jamaica 1,858,716      833,769          
      Corporate 8,647,984      10,312,256

      Total 25,559,886    19,037,570

(iii) Investments in Associates

      See also Note 14(a) in respect of guarantees issued in respect of an associated company.

(e) Liquidity risk

Liquidity risk is the risk that the Trust will be unable to meet its payment obligations associated with its 
financial liabilities when they fall due and to replace funds when they are withdrawn. The consequence may 
be the failure to meet obligations to repay contributors and fulfil commitments to lend.  Liquidity risk may 
result from an inability to sell a financial asset quickly at or close to its fair value.  The Trust is exposed to 
daily calls on its available cash resources primarily in respect of loan and project disbursements, refund of 
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         Directors’ guidelines. 

31 FINANCIAL INSTRUMENTS AND FINANCIAL RISKS MANAGEMENT (Cont’d)

Financial risk management policies and objectives (Cont’d)

(d) Credit risk (Cont'd)

(ii) Investment securities and cash and cash equivalents (Cont'd)

     •  Management limits the investment in certain types of investments, in accordance with the Board of 
         Directors’ guidelines. In addition, a clear approval structure is established to govern the investment in 
         certain categories of investment options.

      •  Investment securities are placed with reputable financial institutions and are usually collateralized by 
         Government of Jamaica (GOJ) or Bank of Jamaica (BOJ) securities duly transferred to the Trust in 
         the event of default of the counterparty to the transaction.
     •  The Investments Unit conducts constant monitoring of the terms of investment contracts to ensure that
         the terms are strictly adhered to, in particular, that institutions fulfill their financial obligations to the 
         Trust as they fall due.

      The following table summarizes the Trust’s credit exposure for investments at their carrying amounts, 
      as categorized by issuer:

2010 2009
$'000 $'000

      Government of Jamaica 15,053,186    7,891,545       
      Bank of Jamaica 1,858,716      833,769          
      Corporate 8,647,984      10,312,256

      Total 25,559,886    19,037,570

(iii) Investments in Associates

      See also Note 14(a) in respect of guarantees issued in respect of an associated company.

(e) Liquidity risk

Liquidity risk is the risk that the Trust will be unable to meet its payment obligations associated with its 
financial liabilities when they fall due and to replace funds when they are withdrawn. The consequence may 
be the failure to meet obligations to repay contributors and fulfil commitments to lend.  Liquidity risk may 
result from an inability to sell a financial asset quickly at or close to its fair value.  The Trust is exposed to 
daily calls on its available cash resources primarily in respect of loan and project disbursements, refund of 
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31 FINANCIAL INSTRUMENTS AND FINANCIAL RISKS MANAGEMENT (Cont’d)

Financial risk management policies and objectives (Cont’d)

(e) Liquidity risk (Cont'd)

Management of liquidity risk 

Monitoring and management of the Trust’s liquidity management process resides with the Investments Unit. 
Prudent liquidity risk management requires the Trust to maintain sufficient cash and marketable securities, 
to monitor future cash flows on a daily basis and to maintain a minimum amount of free cash to meet 
unexpected liquidity demands.

Management ensures that strong liquidity levels are maintained in order to prevent unacceptable losses or 
risk of damage to the Trust’s reputation. The daily liquidity position is monitored by reports covering the 
position of the Trust over several months in advance. All liquidity policies and procedures are subject to 
review and approval by the Board of Directors.

The Trust’s liquidity management process, monitored by the Investment and Bank Unit includes:

•   Maintaining sufficient amounts of cash and cash equivalents to cover unexpected levels of demand. 
    This is achieved through the systematic aging of the Trust’s cash and cash equivalents, to ensure that a 
    minimum amount matures on a weekly basis. This is done in consideration of the Trusts other sources 
    of income, including mortgage and contribution income as well as other investment income.

•   Monitoring cash and bank balances and future cash flows on a daily basis to ensure that requirements 
    can be met. This includes the monitoring of several reports compiled by the Investments Unit as well as 
    the relevant operational areas of the Trust.

•   Maintaining a portfolio of highly marketable and diverse assets that can be easily liquidated as 
    protection against any unforeseen interruption to cash flow. They include equities traded on the Jamaica
    Stock Exchange, money market market investments and GOJ and BOJ debt issues.

•   Managing the concentration and profile of debt maturities. Investment securities are purchased in 
    accordance with the Board of Directors’ guidelines, with clear directives to the stratification of the 
    investment portfolio.

•   Preparing daily, weekly and monthly cash and bank balances report to management for decision-making. 
    These reports are integral in determining the level of liquidity risk faced by the Trust.

There has been no change to the Trust’s exposure to liquidity risk or the manner in which it measures and 
manages the risk.
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contributions and operational expenses.

31 FINANCIAL INSTRUMENTS AND FINANCIAL RISKS MANAGEMENT (Cont’d)

Financial risk management policies and objectives (Cont’d)

(e) Liquidity risk (Cont'd)

Management of liquidity risk 

Monitoring and management of the Trust’s liquidity management process resides with the Investments Unit. 
Prudent liquidity risk management requires the Trust to maintain sufficient cash and marketable securities, 
to monitor future cash flows on a daily basis and to maintain a minimum amount of free cash to meet 
unexpected liquidity demands.

Management ensures that strong liquidity levels are maintained in order to prevent unacceptable losses or 
risk of damage to the Trust’s reputation. The daily liquidity position is monitored by reports covering the 
position of the Trust over several months in advance. All liquidity policies and procedures are subject to 
review and approval by the Board of Directors.

The Trust’s liquidity management process, monitored by the Investment and Bank Unit includes:

•   Maintaining sufficient amounts of cash and cash equivalents to cover unexpected levels of demand. 
    This is achieved through the systematic aging of the Trust’s cash and cash equivalents, to ensure that a 
    minimum amount matures on a weekly basis. This is done in consideration of the Trusts other sources 
    of income, including mortgage and contribution income as well as other investment income.

•   Monitoring cash and bank balances and future cash flows on a daily basis to ensure that requirements 
    can be met. This includes the monitoring of several reports compiled by the Investments Unit as well as 
    the relevant operational areas of the Trust.

•   Maintaining a portfolio of highly marketable and diverse assets that can be easily liquidated as 
    protection against any unforeseen interruption to cash flow. They include equities traded on the Jamaica
    Stock Exchange, money market market investments and GOJ and BOJ debt issues.

•   Managing the concentration and profile of debt maturities. Investment securities are purchased in 
    accordance with the Board of Directors’ guidelines, with clear directives to the stratification of the 
    investment portfolio.

•   Preparing daily, weekly and monthly cash and bank balances report to management for decision-making. 
    These reports are integral in determining the level of liquidity risk faced by the Trust.

There has been no change to the Trust’s exposure to liquidity risk or the manner in which it measures and 
manages the risk.
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31 FINANCIAL INSTRUMENTS AND FINANCIAL RISKS MANAGEMENT (Cont’d)

(e) Liquidity risk (Cont’d)

The following tables detail the Trust’s remaining contractual maturity for its non-derivative financial assets and liabilities.  The tables have been drawn up based on the 
undiscounted cash flows of the financial assets and liabilities based on the earliest date on which the Trust can be required to pay.  

As at March 31, 2010:

Within 3 Within 3 -  1 to 2 2 to 3 3 to 4 4 to 5  Over Carrying
Months Months Years Years Years Years 5 Years  Total Value
$’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000

Assets
Cash and cash equivalents 5,285,875                     -                  -                  -                 -                  - -                    5,285,875      5,247,531        
Receivables 17,103              992,843      937,951      394,531     271,021        568,27 305,104        1,158,775      508,802           
Securities purchased under resale 2,296,399         983,473                  -                  -                 -                  - -                    2,670,788      2,632,167        
Investment securities 3,186,283    2,687,519   833,708,1   507,214,3 3,260,078 1,102,248 11,866,076 27,322,247    17,680,188      
Loans receivable 151,762            658,135      506,118      679,951     874,942      560,275 143,210,682 145,687,424 95,757,161      

Total assets 10,937,422   360,249,3   286,877,2   471,807,3 3,629,728 1,747,178 155,381,862 182,125,109 121,825,849    

Liabilities
Payables 291,660            786,922      219,551                  -                 -                  - 498,448        1,175,707      1,015,672        
Refundable contributions 15,544,869   750,382,3   454,654,4   414,658,3 3,058,194 3,647,640 20,307,891 54,154,519    50,235,825      

Total liabilities 15,836,529   447,215,3   663,216,4   414,658,3 3,058,194 3,647,640 20,806,339 55,330,226    51,251,497      
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31 FINANCIAL INSTRUMENTS AND FINANCIAL RISKS MANAGEMENT (Cont’d)

(e) Liquidity risk (Cont’d)

As at March 31, 2009:

 Within 3 Within 3 -  1 to 2  2 to 3  3 to 4  4 to 5  Over Carrying
 Months  Months  Years  Years  Years  Years  5 Years  Total Value

$’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000

Assets
Cash and cash equivalents 4,734,381                     -                  -                  -                 -                  - -                    4,734,381      4,331,513        
Receivables 198                   296,791      381,751        068,38       286,37        569,97 231,286        823,866         417,045           
Securities purchased under resale 654,543       1,972,949 -                                  -                 -                  - -                    2,627,492      2,403,860        
Investment securities 1,036,195    4,893,544 2,270,373 612,765         006,709      453,295 7,424,770     17,737,601    12,302,197      
Loans receivable 20,848              537,111      708,054 1,566,830 195,827         211,553 122,896,338 125,597,497 85,131,068      

Total assets 6,446,165    7,175,920   363,878,2   554,362,2 1,177,109 1,027,431 130,552,394 151,520,837 104,585,683    

Liabilities
Payables -                   1,447,733 -                                  -                 -                  - -                    1,447,733      1,353,260        
Refundable contributions 11,056,659   370,290,3   436,091,4   205,026,3 2,866,285 3,412,784 18,965,995 47,204,932    44,060,124      

Total liabilities 11,056,659   608,935,4   436,091,4   205,026,3 2,866,285 3,412,784 18,965,995 48,652,665    45,413,384      
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31 FINANCIAL INSTRUMENTS AND FINANCIAL RISKS MANAGEMENT (Cont’d)

Capital risk management

The Trust’s objectives when managing capital are:
(i)  to safeguard the Trust’s ability to continue as a going concern;
(ii) to maintain a strong capital base in order to carry out its mandate.

Capital adequacy is monitored by the Trust’s management on a regular basis.  The Trust’s overall strategy remains unchanged
for 2009/2010.

The capital structure of the Trust consists of non-refundable employers contributions (Note 2(c)), fair value and other reserves
(Note 21), peril reserve (Note 22), loan loss reserve (Note 23) and accumulated surplus.

32 FAIR VALUES OF FINANCIAL INSTRUMENTS

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties
in an arm’s length transaction.  A market price, where an active market (such as a recognized stock exchange) exists, is the
best evidence of the fair value of a financial instrument.

The National Housing Trust was established under legislation which was designed, inter alia, to expand the pool of low cost
housing by providing loans at interest rates lower than market rates. These housing projects and/or loans would be funded by
contributions from employees, at interest rates below market rates, and from contributions by employers which are
non-refundable and non-interest bearing.

These conditions would not exist in a normal commercial environment.  Consequently, the carrying values of certain of the
Trust’s financial instruments are not comparable with other commercial financial mortgage institutions and any such 
comparison would in fact be misleading.  In these circumstances, the fair values presented in these financial statements have,
therefore, been presented using various estimation techniques based on market conditions existing at the reporting date as
well as the special circumstances of the Trust.

The values derived using these techniques are significantly affected by underlying assumptions concerning both the amounts
and timing of future cash flows and the discount rates used.  The following methods and assumptions have been used.

(i)   The carrying amounts of cash and cash equivalents, receivables, payables and other assets and liabilities maturing within
      twelve months are assumed to approximate their fair values because of the short-term maturities of these instruments.

(ii)  The fair values of fair value through profit or loss and available-for-sale investment securities are measured by reference
      to quoted market prices where there is an active market.  Some of the Trust's securities lack an active market, and in such
      cases, fair value has been determined using discounted cash flow analysis or other acceptable valuation techniques.

(iii) The carrying values of loans receivable (after deductions for the provision for impairment), bonus to employees not yet 
      due and refundable contributions not yet due are assumed to approximate their fair values based on the particular 
      circumstances of the Trust.
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32 FAIR VALUES OF FINANCIAL INSTRUMENTS (Cont'd)

Fair Values versus carrying amounts

Carrying
Amount  Fair Value  Carrying 

Amount Fair Value 

$'000 $'000 $'000 $'000
Assets carried at fair value
     Available-for-sale securities (Note 9(b)) 15,181,116    15,181,116    10,074,700    10,074,700    
     Securities at fair value through income (Note 9(a)) 2,499,072      2,499,072      2,227,497      2,227,497      

17,680,189    17,680,189    12,302,197    12,302,197    
Assets carried at amortized cost
     Cash and cash equivalents 5,247,531      5,247,531      4,331,513      4,331,513      
     Loans receivable 95,757,161    95,823,577    85,131,068    85,131,068    
     Securities purchased under resale agreements 2,632,167      2,632,167      2,403,860      2,403,860      
     Receivables (excluding prepayments) 471,500         670,529         399,419         493,419         

104,108,359  104,373,804  92,265,860    92,359,860    
Liabilities carried at amortized cost
     Payables and accruals 1,252,608      1,175,707      1,585,418      1,585,418      
     Refundable Contribution 50,235,826    50,235,826    44,060,124    44,060,124    

51,488,434    51,411,533    45,645,542    45,645,542    

Fair Value Hierarchy:

The table below analyses financial instruments carried at fair value, by valuation method as at March 31,2010. The different 
levels have been defined as follows:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities
Level 2: inputs, other than quoted prices included within level 1, that are observable for the assets or liability, either directly
            (i.e. as prices) or indirectly (i.e. derived from prices)
Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs)

Level 1 Level 2 Level 3 Total
$'000 $'000 $'000 $'000

Available-for-sale securities (Note 9(b)) 1,588,571      13,538,717    53,829           15,181,116    
Securities at fair value through profit and loss (Note 9(a)) -                     2,499,072      -                     2,499,072      

1,588,571      16,037,789    53,829           17,680,189    

Available-for-sale securities classified as Level 3 is comprised of corporate bonds, not guaranteed by the Government of 
Jamaica, for which there is no clear yield curve. The applicable Government of Jamaica yield curve, plus an additional risk 
premium based on management estimation of the underlying risks, was used to determine fair value for these instruments.

2010 2009
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32 FAIR VALUES OF FINANCIAL INSTRUMENTS (Cont'd)

Reconciliation of Level 3 Hierarchy
$'000

Balance at beginning 52,263           
Total gain for the period 1,566             
Balance at end 53,829           

The gain is presented in the gains/losses on available for sale financial asset in Other Comprehensive Income. 

33 OPERATING LEASE ARRANGEMENTS 

The Trust as lessee

Operating leases relate to administrative facilities with lease terms of between six to twelve months.  The Trust does not have
an option to purchase the leased asset at the expiry of the lease period.

At the statement of financial position date, the Trust contracted with its lessor for the following future minimum lease payments:
2010 2009
$'000 $'000

Within one year 16,839           17,688           

The Trust as lessor

The Trust rents a portion of its properties under operating leases with lease terms of between two to five years, with an option
to extend for a further two years.  The lessee does not have an option to purchase the property at the expiry of the lease
period.

The property rental income earned by the Trust from these properties amounts to $4.9 million (2009: $4.6 million).

Direct operating expenses arising on these properties in the period amounted to $12.3 million (2009:  $10.14 million).

At the reporting date, the Trust contracted with its tenants for the following future minimum lease payments:

2010 2009
$'000 $'000

Within one year 4,935             4,935             
Within two to five years 25,195           15,518           
Over 5 years 7,948             2,937             

38,078           23,390           
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34 OTHER DISCLOSURES – EMPLOYEES’ COSTS
2010 2009
$'000 $'000

Staff costs incurred during the year:
Salaries and wages including statutory contributions 2,191,842      2,135,233      
Other staff costs 501,666         446,340         

2,693,508      2,581,573      

35 LITIGATION AND CLAIMS

(a) (i)  In July 2005 an arbitrator awarded a developer under the Trust’s finance of housing construction programme the sum of
     $24.325 million – developer’s profit and risk – in respect of a housing development project which the developer commenced
     in 1995.  The arbitrator declined to award interest and the sum of $24.325 million was paid by the Trust. The developer then
     sought an order from the Supreme Court regarding the consideration of interest by the arbitrator.

     In January 2007, the court ordered that the matter be remitted to the arbitrator for him to consider interest on the 
     developer's profit and risk.  A supplementary award was published by the arbitrator on May 11, 2007 and received by the 
     Trust on May 22, 2007 whereby the sum of $214.5 million and costs were awarded to the developer.

     The attorneys representing the Trust are of the opinion that the award is open to challenge on the basis of error of law. The
     matter relating to the challenge by the Trust was heard in the court on April 10 and 14, 2008.  The presiding judge has 
     reserved judgement in the matter.

     In September 2009 the Honourable Justice Hibbert ruled in favour of the Housing Trust and set aside the Supplemental 
     Arbitration Award and remitted the matter to the Arbitrator to reconsider the rate of simple interest. In November 2009 the
     NHT received Notice from the Developer’s Attorney indicating that they were appealing the decision of Justice Hibbert.
     The court has set a hearing date for July 12, 2010. 

(ii) In March 2009 new arbitration proceedings were commenced in respect of re-measurement of works and final accounts. 
     An award was made by the Arbitrators on October 7, 2009 in favour of the developer amounting to $144.6 million. 
     The Trust has filed an appeal to challenge the award.  A hearing was held on May 6, 2010 where the judge ordered that the
     enforcement of the Arbitration Award be stayed on condition that the NHT pays the amount of $144.6 million to an 
     interest-bearing account by May 31, 2010 which has subsequently been paid. A pre-trial review date has been set for 
     March 7, 2011 and a trial date set for May 2, 2011.

(b) In November 2007, a contractor on one of the Trust’s major development projects made a claim of approximately $1.06 billion
in respect of the following:

(i)  Loss of profit and overheads (amounting to approximately $585 million), arising from a shortfall in the number of units the
     contractor was able to complete under the contract.
(ii) Variations and claims (amounting to approximately $478 million) for works already completed.

During the year 2009/10:
(i)  Loss of profits and overheads
     The Trust will enter into contracts with the contractor for the construction of housing units and infrastructure to afford the
     contractor the opportunity to earn profits estimated at approximately $250 million in full consideration of the above 
     mentioned claim.
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35 LITIGATION AND CLAIMS (Cont'd)

During the year 2009/10:
(ii) Variations and claims for work completed

     The NHT made an offer to the Contractor of $143 million in full settlement of the Claim. If the contractor refuses to accept
     the offer then the matter would be referred to Mediation. The Contractor has since indicated his willingness to accept the
     offer of $143 million, plus interest and the parties are to finalize the agreement. 

     Both items of the claim are subject to the approval of the Minister with Portfolio responsibility for the Trust and the 
     ratification of Cabinet.

Management, based on the facts and the opinion of their attorneys, has made certain provisions at year-end based on its
best judgement of the likely liability resulting from the litigation and claim.  However, the ultimate outcome of those matters
cannot be determined at this time and should the Trust be unsuccessful in its challenge and in the mediation process, a
significant adjustment may be required to the amounts provided in the financial statements.

36 ADJUSTMENTS TO RECONCILE SURPLUS FOR THE YEAR TO CASH PROVIDED BY 
OPERATING ACTIVITIES

2010 2009
$'000 $'000

Provisions for losses and subsidies on projects 83,207           613,684         
Provisions on project written back (1,024,277)     (405,407)       
Provisions on loans receivable 166,730         18,468           
Provision for bonus on employees’ contribution 1,131,992      972,400         
Provision for irrecoverable debt on receivables 1,958             10,828           
Provision for litigation 144,661         -                    
Depreciation 131,249         155,090         
(Gain) on disposal of property, plant and equipment (15,280)          (1,245)           
Adjustments to property, plant and equipment 41                  2,484             
Service charges amortised (116,830)        (93,288)         
Intangible assets amortised 27,873           11,656           
Intangible assets written off 3,388             22,305           
Loss on impairment of equity investment securities 153,677         -                    
Gain in revaluation of held for trading investment securities (270,029)        (258,944)       
Loss on available-for-sale investments 20,645           -                    
Retirement benefit asset (51,323)          (6,500)           
Deferred tax adjustment (50,917)          852,946         
Interest income (8,058,809)     (6,509,626)    
Foreign exchange adjustment (11,512)          (576,309)       
Share of losses of associates (including allowance for loan loss) 182,972         365,449         
Income tax expense 873,684         -                    
Provisions charged during the year 181,463         158,754         
Adjustments to reconcile net surplus (deficit) to cash flow used in
  operating activities and changes in operating assets (liabilities) (6,495,437)     (4,667,255)    
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37 FINANCIAL EFFECTS OF RESTATEMENTS 

Below are the reconciliations of accumulated fund as at March 31, 2008 and March 31, 2009 and of the Statement
of Comprehensive Income for the year-ended March 31, 2009, as a result of prior year adjustments.

(a) Reconciliation of statement of financial position as at March 31, 2008

Previously Effects of Restated
Reported Adjustments

Notes $ $ $
ASSETS
Cash and cash equivalents 2,442,781      -                     2,442,781      
Receivables and prepayments 394,225         -                     394,225         
Income tax recoverable 2,110,768      -                     2,110,768      
Securities purchased under resale agreements 1,520,715      -                     1,520,715      
Investment securities 14,348,611    -                     14,348,611    
Loans receivable 70,629,633    -                     70,629,633    
Inventories 3,909,465      -                     3,909,465      
Intangible assets 46,489           -                     46,489           
Investments in associates 1,557,183      -                     1,557,183      
Retirement benefit asset 519,000         -                     519,000         
Property, plant and equipment 1,707,674      -                     1,707,674      
Deferred Tax asset 282,256         -                     282,256         
Total assets 99,468,800    -                     99,468,800    

LIABILITIES AND ACCUMULATED FUND
LIABILITIES
Payables and accruals 1,526,736      -                     1,526,736      
Provisions 154,171         -                     154,171         
Refundable contributions 38,188,003    -                     38,188,003    
Retirement benefit 105,700         -                     105,700         

39,974,610    -                     39,974,610    

ACCUMULATED FUND
Non-refundable employers’ contributions 38,927,479    -                     38,927,479    
Fair value and other reserves  (iii) 1,262,745      (262,692)        1,000,053      
Peril reserve 2,123,814      -                     2,123,814      
Loan loss reserve 1,688,204      -                     1,688,204      
Accumulated surplus  (iii) 15,491,948    262,692         15,754,640    

59,494,190    -                     59,494,190    

Total liabilities and accumulated fund 99,468,800    -                     99,468,800    
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37 FINANCIAL EFFECTS OF RESTATEMENTS (Cont'd)

(b) Reconciliation of financial position as at March 31, 2009

Previously Effects of Restated
Reported Adjustments

Notes $ $ $
ASSETS
Cash and cash equivalents 4,331,513       -                    4,331,513        
Receivables and prepayments  (i) 659,255          (94,000)         565,255           
Income tax recoverable 2,673,297       -                    2,673,297        
Securities purchased under resale agreements 2,403,860       -                    2,403,860        
Investment securities 12,302,197     -                    12,302,197      
Loans receivable 85,131,068     -                    85,131,068      
Inventories 4,914,369       -                    4,914,369        
Intangible assets 41,967            -                    41,967             
Investments in associates  (ii) 1,571,056       (202,602)       1,368,454        
Retirement benefit asset 677,900          -                    677,900           
Property, plant and equipment 1,585,643       -                    1,585,643        
Total assets 116,292,125 (296,602)       115,995,523

LIABILITIES AND ACCUMULATED FUND
LIABILITIES
Payables and accruals 1,585,418       -                    1,585,418        
Provisions 152,208          -                    152,208           
Refundable contributions 44,060,124     -                    44,060,124      
Deferred tax liabilities  (iii) 633,347          (63,668)         569,679           
Retirement benefit 131,700          -                    131,700           

46,562,797     (63,668)         46,499,129      

ACCUMULATED FUND
Non-refundable employers’ contributions 47,579,711     -                    47,579,711      
Fair value and other reserves  (ii), (iii) 

1,022,678       (655,268)       367,410           
Peril reserve 2,638,626       -                    2,638,626        
Loan loss reserve 2,173,901       -                    2,173,901        
Accumulated surplus  (i), (iii) 16,314,412     422,334        16,736,746      

69,729,328     (232,934)       69,496,394      

Total liabilities and accumulated fund 116,292,125 (296,602)       115,995,523
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37 FINANCIAL EFFECTS OF RESTATEMENTS (Cont'd)

(c) Reconciliation of surplus for the year-ended March 31, 2009

Previously Effects of Restated
Reported Adjustments

Notes $ $ $
Interest revenue:
-   Loans receivable        4,311,023 -                     4,311,023      
-   Investments        1,928,573           270,030 2,198,603      

       6,239,596           270,030       6,509,626 
Bonus on employees’ contributions         (972,400) -                     (972,400)       
Net interest revenue        5,267,196           270,030       5,537,226 
Other gains on investment securities           270,030 (11,086)          258,944         
Dividends from investment securities             28,459 -                     28,459           
Service charge on loans to beneficiaries             93,288 -                     93,288           
Gains on projects           444,763 -                     444,763         
Miscellaneous  (i)        1,386,420 (94,000)          1,292,420      

       7,490,156           164,944       7,655,100 

Operating expenses        3,961,817 (221,035)        3,740,782      
Charge for provision on loans receivable             18,468 -                     18,468           
Special subsidies and grants           694,840 -                     694,840         
Share of comprehensive losses of associates (ii)           139,112           226,337 365,449         

       4,814,237               5,302       4,819,539 

SURPLUS BEFORE TAXATION        2,675,919           159,642       2,835,561 

Taxation         (852,946) -                     (852,946)       

SURPLUS FOR THE YEAR       1,822,973           159,642      1,982,615 

Other Comprehensive Income:

Gains (losses) on available-for-sale financial assets (iii) (462,113)        (195,276)        (657,389)       

Share of gains of property revaluation of associate (ii) -                     23,735           23,735           

TOTAL COMPREHENSIVE INCOME        1,360,860 (11,899)          1,348,961
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37 FINANCIAL EFFECTS OF RESTATEMENTS (Cont'd)

Notes

(i)   Effect of reversal of income recognised in the previous year in respect of conditional sale of land not yet finalised.

(ii)  Effect of recording additional losses recognised due to differences in the associates' audited results, compared to the 
      amounts previously recognised, based on their unaudited financial statements. 

(iii) Effect of adjustments to investment revaluation reserve, relating to restated amounts previously charged to the statement of
      comprehensive income.

38 SUBSEQUENT EVENT

The National Housing Trust has implemented a subsidised loan programme for non-homeowners within the 1% and 3% income
bands, effective April 1, 2010. The Trust will invite applicants for this subsidy quarterly. The Trust will apportion up to forty
percent (40%) of the pre-tax surplus quarterly to finance the subsidy. The subsidy will be available only if the Trust makes a
surplus in the previous quarter. 
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