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HARDWARE & LUMBER LIMITED 
 

UNAUDITED FINANCIAL RESULTS MARCH 31, 2007 
 
 
The financial results for the three months ending March 31, 2007 showed net 

profit of $24.6 Million compared to net profit of  $3.1 Million for the comparative 

period in 2006. Sales increased by 26% moving from $1,269 Million in 2006 to  

$1,599 Million in 2007. 

 

The results for the quarter reflect a significant improvement in the Company’s 

performance compared to 2006 when the industry experienced a crisis with the 

supply of cement. The stability in the merchandise supply side of the business, 

coupled with a rebound in the construction sector has contributed to the overall 

business performance. 

 

The Retail Division had brisk activity during the period with the Home Centre 

store format continuing to generate acceptable levels of consumer traffic. The 

general availability of merchandise at the store level, attainment of gross profit 

targets and customer experience, are primary considerations for this Division 

and are measured frequently. We continue to work on enhancing our market 

presence with bi-monthly full colour circulars along with several other 

promotional initiatives.  

 

The Rapid True Value St. Ann’s Bay branch (formerly known as Colour Choice) 

was closed on the 16th March 2007.  It had been determined that the unit was no 

longer viable given its size, offerings and changing market conditions.   Our 

customers can now benefit from an enhanced shopping environment with a wide 

range of merchandise at the new store in Ocho Rios. 
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The Agricultural Division performed to expectations during the period achieving 

overall revenue and profit targets.  The vegetable sector of the business continues 

to be our prime contributor to profits. 

 

The Wholesale and Projects Division had good results for the quarter as we 

continue to increase our involvement in the projects side of the industry. 

 

We are currently in the process of selecting a new Information Technology 

system and expect this to be fully implemented by the end of the year. 

 

We wish to thank our employees, customers and other stakeholders for their 

continued commitment and support. 

 

 

 

A. Anthony Holness 
CHIEF EXECUTIVE OFFICER 
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NOTES 
1. Significant Accounting Policies 
  

The principal accounting policies applied in the preparation of these financial 
statements are set out below. These policies have been consistently applied to all the 
years presented, unless otherwise stated. 

 
(a) Basis of preparation 

These financial statements have been prepared in accordance with and comply 
with International Financial Reporting Standards (IFRS), and have been 
prepared under the historical cost convention as modified by the revaluation of 
certain property, plant and equipment and financial assets. 
 
The preparation of financial statements in conformity with IFRS requires the use 
of certain critical accounting estimates. It also requires management to exercise 
its judgement in the process of applying the company’s accounting policies. 
Although these estimates are based on managements’ best knowledge of current 
events and action, actual results could differ from those estimates.  
 

 (b) Business reorganisation  
In 2005, the pooling of interest method was used to account for the reorganisation 
of the subsidiaries (Note 1) as the reorganisation involved entities under common 
control. In applying the pooling of interests method, the financial statement items 
of the combining enterprises for the period in which the reorganisation occurred 
and for any comparative periods disclosed have been included in the financial 
statements of the combined entity as if the reorganisation had occurred from the 
beginning of the earliest period presented. 

 
  

(c) Impairment of non-current assets 
  Property, plant and equipment and other non-current assets are reviewed for 

impairment whenever events or changes in circumstances indicate that the 
carrying amount may not be recoverable. An impairment loss is recognised for 
the amount by which the carrying amount of the asset exceeds its recoverable 
amount, which is the greater of an asset’s net selling price and value in use. For 
the purpose of assessing impairment, assets are grouped at the lowest levels for 
which there are separately identified cash flows. 

 
  

 
 (d) Employee benefits 
  (i) Pension obligations 

The company Participates in a defined benefit pension scheme operated by 
Grace. The scheme is generally funded through payments to insurance 
companies or trustee-administered funds, determined by periodic actuarial 
calculations 
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A defined contribution plan is a pension plan under which a company pays 
fixed contributions into a separate entity. That company has no legal or 
constructive obligations to pay further contributions if the fund does not hold 
sufficient assets to pay all employees the benefits relating to employee service 
in the current and prior periods. A defined benefit plan is a pension plan that 
is not a defined contribution plan. Typically, defined benefit plans define an 
amount of pension benefit that an employee will receive on retirement, 
usually dependent on one or more factors such as age, years of service and 
compensation. 
 
The asset or liability recognised in the balance sheet in respect of defined 
benefit pension plans is the difference between the present value of the 
defined benefit obligation at the balance sheet date and the fair value of plan 
assets, together with adjustments for unrecognised actuarial gains or losses 
and past service costs. The defined benefit obligation is calculated annually by 
independent actuaries using the projected unit credit method. The present 
value of the defined benefit obligation is determined by discounting the 
estimated future cash outflows using interest rates of high-quality corporate 
bonds that are denominated in the currency in which the benefits will be paid 
and that have terms to maturity approximating to the terms of the related 
pension liability.. 
Actuarial gains and losses arising from experience adjustments and changes 
in actuarial assumptions in excess of the greater of 10% of the value of plan 
assets or 10% of the defined benefit obligation are charged or credited to 
income over the employees’ expected average remaining working lives. 
 
Past-service costs are recognised immediately in income, unless the changes 
to the pension plan are conditional on the employees remaining in service for 
a specified period of time (the vesting period). In this case, the past-service 
costs are amortised on a straight-line basis over the vesting period. 

 
  (ii) Termination obligations 

Termination benefits are payable when employment is terminated by the 
company before the normal retirement date, or whenever an employee 
accepts voluntary redundancy in exchange for these benefits. The company 
recognises termination benefits when it is demonstrably committed to either: 
terminating the employment of current employees according to a detailed 
formal plan without possibility of withdrawal; or providing termination 
benefits as a result of an offer made to encourage voluntary redundancy. 
Benefits falling due more than 12 months after the balance sheet date are 
discounted to present value. 

    

  (iii) Other post-employment obligations 

The company also provides supplementary health, life insurance and other 
benefits to qualifying employees upon retirement. The entitlement to these 
benefits is usually conditional on the employee remaining in service up to 
retirement age and the completion of a minimum service period. The 
expected costs of these benefits are accrued over the period of employment 
using the same accounting methodology as used for defined benefit pension 
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plans. Actuarial gains and losses arising from experience adjustments, and 
changes in actuarial assumptions in excess of the greater of 10% of the value 
of plan assets or 10% of the defined benefit obligation, are charged or credited 
to income over the expected average remaining working lives of the related 
employees. These obligations are valued annually by independent qualified 
actuaries. 

 
(e) Income taxes 

  Current tax charges are based on taxable profits for the year which 
differ from the profit before tax reported because it excludes items that are 
taxable or deductible in other years, and items that are never taxable or 
deductible. The company’s liability to current tax is calculated at tax rates that 
have been enacted at balance sheet date. 

 

Deferred tax liabilities are recognised for temporary differences between the 
carrying amounts of assets and liabilities and their amounts as measured for tax 
purposes, which will result in taxable amounts in future periods.  Deferred tax assets 
are recognised for temporary differences which will result in deductible amounts in 
future periods, but only to the extent it is probable that sufficient taxable profits will 
be available against which these differences can be utilised. 

 
Deferred tax assets and liabilities are measured at the tax rates that are expected to 
apply in the period in which the asset will be realised or the liability will be settled 
based on enacted rates. 

 

Current and deferred taxes are recognised as income tax expense or benefit in the 
profit and loss account. 

 
  

 
(f) Intangible assets 

Goodwill 
Goodwill represents the excess of the cost of an acquisition over the fair value of 
the company’s share of the net identifiable assets of the acquired company’s 
operations at the date of acquisition. Goodwill on acquisitions is included in 
‘intangible assets’.  Goodwill is tested annually for impairment and carried at 
cost less accumulated impairment losses. Impairment losses on goodwill are not 
reversed. 
 
Goodwill is allocated to cash-generating units for the purpose of impairment 
testing. The allocation is made to those cash-generating units that are expected 
to benefit from the business in which the goodwill arose.  

 
 Computer software 

Acquired computer software licences are capitalised on the basis of the costs 
incurred to acquire and bring to use the specific software. These costs are 
amortised over their estimated useful lives (three to five years). 
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(g) Cash and cash equivalents 

  Cash and cash equivalents are carried in the balance sheet at cost. For the purpose 
of the cash flow statement, cash and cash equivalents comprise cash on hand and 
at bank, net of bank overdrafts. 
 

 
h) Segment reporting 

  Business segments is a group of assets and operations engaged in providing 
products or services that are subject to risks and returns that are different from 
those of other business segments. 
 

 
 (i) Comparative Information 

Where necessary, comparative figures have been adjusted to conform with changes 
in presentation in the current year and to account for the prior year adjustment.  
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