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UNAUDITED GROUP FINANCIAL STATEMENTS
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Unaudited Statement of Changes In Equity
For 3 Months ended June 30, 2010
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Unaudited Statement of Changes in Equity
For 3 Months ended June 30, 2010
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CARRERAS LIMITED AND SUBSIDIARIES

Notes to the Financial Statements
June 30, 2010
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General
Carreras Limited (“the company™) is incorporated and domiciled in Jamaica and is 2 50.4% subsidiary of Rothmans
Holdings (Caricom) Limited, which is incorporated in St Lucia, The ultimate parent company is British
American Tobaceo ple, incorporated in the United Kingdom. The principal sctivities of the company are the
marketing and distribution of ciparettes,

The principal place of business is Twickenham Park, $t. Catherine, Jamuaica.

(a) Basis of Preparation
The financial statements are presented on the historical cost basis. Unless otherwise stated, the financial
statements are presented in thousands of Jamaican dollars ($'000), which is the functional carrency of the
company and the group.

(b)Accounting estimates and judgements:
The prepavation of the financial stalements in conformity with IFRS and the Act requires management to make
judgements, estimates and assumplions that affect the application of policies and the reported amounts of, and disclosures
related to, assets, labilities, contingent assets and contingent liabilities at the balance sheet date and the ineome snd
expenses for the period then ended. The estimates and associated assumptions are based on historical experience and/or
various other factors that are believed to be reasonsble under the circumstances, the results of which form the basis of
making the judzements about carrying values of assets and linhilities that are not readily apparent from other sources.
Actzal amounts could differ from these estimetes,

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to secounting estimates are
recognized in the period in which the estimate is revised if the revision affects only that period, or in the peried of the
revision and fisture periods if the revision affects both current and fature periods,

In particular, the significant areas of estimation uncentainty and eritical judgements in applying accounting policies that
have the most significant effect on amounts recognised in the financial statements, or which have a risk of material
adjustments in the next year are as follows:

(i} Key source of estimation uncertainty
Employes benefits:

The amounts recognised in the balance sheet and income statement for pension and olher post-employment benefits
are determined actuarially using several assunptions, The primary assumptions used in determining the amounts
recognised include expected long-term return on plan assets, the discount rate used to determine the present value of
estimated future cash flows required to scitle the pension and other post-employment obligations and the expeeted rate
of increase in medical costs for post-cmplayment medical bencfits.

Any changes in these assumptions will impact the amounts recorded in the finencial statements for these obligations,

It is reasonably possible that outcomes within the next financial yoar that arc different from these assy mptions could
require & material adjustment to the carrying amount reflected in the financial statements,

(i} There are no critical accounting judgements in applying the group’s and the company’s accounting pelicies.

Revenue Recognition
Revenue from the sale of goods is recognised in the Group Profit and Loss when the significant risks and rewards of
ownership have been transferred to the buyer. Operating revenue represents the invoiced value of produets and
seivices sold by the Group.

Income Tax
[meome tax for the year comprises current and deforred tan based upon tweable profits. Capital gains, which are aot

subject to taxation, are exchuded,

Earnings per Stock Unit
The caloulatiom of eamings per stock unit is based on the net prodit for the period attributable to stockholders and the
483,440,000 igsued and firlly paid ondinary sioek units.

Deferred Tax
A provision has been made in these finamcial statements for deferred transfir taor on undistribule:d reserves of
subsidiarics in quidation,
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Tax Assessment

On February 12, 2010, the Court of Appeal handed down its judgment in the appeal by its subsidiary Cigarette Company
of Jamaica Limited (in voluntary liquidation) (CCI) against the asscssment by Commissioner Taxpayer Audit and
Assesament. The Court allowed the appeal with costs in the Cowrt of Appeal and the Court below to be CCT's; such costs
to be taxed if not apresd. Based on this judgment of the Court of Appeal the amount paid of J$1,733.1 million is reflected
in the financial statements as taxation recoverable, Interest due as determined by the Court has not been accrued in these
financial staterments.

On April 26, 2010 the Court of Appeal granted the application by the Commissioner for leave 1o appeal to the Privy
Council, however, the application for a stay of execution was refused.

8. Contingency

foing 4 ot

On July 16, 2004 an award was made against Sans Souci Limited o subsidiary company, in arbitration proceedings
between it and YRL Services Limited whereby Sans Souci Limited was ordered to pay VRL Services Limited the sum of
J$370,705,264 together with interest of 21% per annum and costs. An application was made to the Supreme Court
pursuant to Section 12 of the Arbitration Act and the inherent Jurisdietion of the Court to sel aside the award or
alternatively to reduce the amount of the said award, Under a Consent Onder for siay of execution, Sans Souci Limited
paid VRL Services the said sum of 15370,705,264 together with interest of 568,037,111 and 1510, 0040, 506000 on account
of costs, secured by bank guarantees 1o be repaid to Sans Souci Limited with simple interest thereon, should it succeed in
setting aside or varving the Award.

Since then there have been other proceedings nemcly the Appeal in the exocution of the Award Proceedings, the hearing
o st aside the Award and the Appeal against the Judgment.

On 12th December, 2008 the following Order was made by the Court of Appeal,
g | The Appeal against the order of Mrs. Harris, 1., refusing to set aside the award is dismissed in part,

2 The Appeal against the award of damages is allowed and the maiter is remitted to the Arbitrators 1o determing the
isaue of damages only,

3. Half the costs of this appeal and of the costs below are to be paid by the respondens, such costs 1o be agreed or
taxed.”

The extent of the jurisdiction of the Arbitrators with respeet to Item 2 of the Order is in dispute. The Court of Appenl
heard the appeal of Sans Souci Limited against the order that the jurisdiction of the Arbitrators relating to the issue of
damages was limited to *unrecoverable expenses” on July 13 & 14, 2009,

The Court of Appeal handed down its judgment on September 23, 2009 in tavour of VRL. S5L applied for Lesve to
Appeal to the Privy Council.

“On Febroary 15, 2010 the Court of Appeal granted conditional leave to sppeal to the Privy Council and an application
for Final Leawve is now being made. It is possible that the Privy Council could hear the Appeal before the end of
December, 2010,

While the Appeals were in train, the arbitrators re-considered the question of damages but only in respect of the
“unrecoverable expenses™ and not in the broader context as SSL had asked them to. The arbitrators made a new awsard
confirming the one they made in 2004 351 has applied 10 have this new award sel aside, primarily on the basis that the
arbitrators had no jurisdiction to award interest in the manner they did. This leave to appeal to the Privy Council was
granted on July 12, 2010,

M provision has been made in the aceounts with respect to any positive outcome which may arise

ON BEHALF OF THE BOARD

‘Michael Bernard
Managing Director




