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ANNUAL LETTER TO SHAREHOLDERS 

Fellow Shareholders, 

Eppley produced earnings per share of $0.36 in 2017, an 11.2% return for shareholders.1 Our net 
asset value at the end of the year was $3.68 per share.  

Investment Strategy 
Two classic aphorisms worth reflecting on are: “What the wise do in the beginning, fools do in 
the end” and “To a man with a hammer, everything looks like a nail.” 

To investors, these sayings underscore the importance of continuously revising one’s approach in 
the face of new information even when things are going well. 

We touched on this theme towards the end of last year’s letter when we wrote: 

“We designed Eppley to be flexible and adaptive. As greed and fear continue to ebb and flow, 
market conditions will change. In response Eppley’s investment strategy will evolve. 
Nevertheless, our commitment to generate consistent risk-adjusted returns for shareholders will 
remain unchanged.” 

We would like to start this year’s letter by sharing our latest thoughts on our investment strategy 
with you. 

Our objective at Eppley remains to produce stable and attractive returns by exploiting 
inefficiencies in Caribbean financial markets. Updating our strategy just means revising the 
methods we use to achieve this goal. 

When we started, we were focused mainly on investing in credit in Jamaica for our own account. 
Today, Eppley is increasingly investing in mezzanine and real estate across the region using 
investment funds we manage in addition to our own resources. 

 

                                                           
1 Based on the cost basis of $3.21 per share which assumes an investor subscribed in the IPO and fully participated 
in the rights issue. Last year’s return on average equity was 10%. 



 
 

In 2013 when we developed our original investment strategy, banks were reticent to take on 
corporate credit risk except on the strictest of terms. Back then opportunities to lend to high-
quality counterparties at rates significantly above the risk of default abounded. 

Times have changed. As economic conditions have improved, and memories of defaults have 
receded, banks are now much more willing to lend. Even pension funds have gotten into the act. 
Recently, entire new entities have been conjured just to exploit credit opportunities. All this 
attention has driven rates down and eroded the attractiveness of corporate credit as an asset class.  

Fortunately, given Eppley’s modest size we’re still able to selectively cherry-pick attractive 
credit opportunities (albeit with increasing difficulty). Investing in loans, leases and receivables 
will continue to form an important part of our business for the foreseeable future. However, in 
the current environment the growth of our credit investments is likely to slow. 

We believe that an attractive risk reward trade-off exists today in mezzanine and commercial real 
estate assets in Jamaica and across the region. Furthermore, we think its most efficient for 
Eppley to seize these opportunities through our investment funds in addition to using our own 
balance sheet alone. 

Even as credit flows more freely today, there remains a dearth of risk capital in the Caribbean. 
Mezzanine investments, which sit between equity and debt, serve a dual purpose. On the one 
hand they provide companies with badly needed access to flexible, responsive, and patient risk 
capital. On the other hand, they give investors greater downside protection than equity and 
provide recurring income and a clear timeline on the return of capital. We think this duality is 
especially well-suited for our region. 

To take advantage of this opportunity, last year Eppley launched the Caribbean Mezzanine Fund 
with our partners and co-managers NCB Capital Markets. The fund is the first mezzanine fund 
focused on the Caribbean. We’ve been able to deploy capital faster than we had anticipated and 
are pleased with the quality of our growing portfolio. Reminiscent of our earlier foray into 
corporate credit, we seldom find ourselves in highly competitive situations in the mezzanine 
space. 

The investment thesis for commercial real estate is also compelling. Unlike residential real 
estate, there are several factors that restrict the universe of likely buyers including:  larger 
transaction sizes, lower loan-to-value ratios and greater operational complexity. 

For Eppley the same attributes that have served us well in our other private market investments 
in credit and mezzanine like relationships, negotiating skill, decisiveness, speed and access to 
finance are directly applicable to commercial real estate.  

In late 2016 together with our joint venture partners, we purchased the Empire shopping centre in 
Cross Roads. We’ve since secured new anchor tenants, refurbished the buildings, improved its 



 
 

operating margins and refinanced our original acquisition loan. To date on our J$63 million 
investment, we’ve realized J$46 million of gains.  

More recently we’ve announced that Eppley will be expanding its focus on real estate by 
acquiring control and management of the Fortress Caribbean Property Fund, a closed-end mutual 
fund listed on the Barbados and Trinidad and Tobago stock exchanges.  The Fund has operated 
for almost 20 years and has over 2,000 unitholders. The acquisition gives Eppley immediate 
management control of US$40 million of high-quality properties and a platform to significantly 
grow and diversify.  We expect the acquisition to close in the second quarter following which the 
fund will be renamed the Eppley Caribbean Property Fund. 

Both the Caribbean Mezzanine Fund and Eppley Caribbean Property Fund will allow Eppley to 
refocus on new asset classes. Additionally, they also improve the stability of our income and the 
resilience of our business by allowing us to earn management fees in addition to sharing in the 
appreciation of assets we manage. Finally, they allow us to grow the scale and scope of Eppley’s 
business beyond the limits imposed by our own capital. 

At Eppley we are stubbornly focused on delivering consistent returns to shareholders for the 
long-term and in any market condition. To do so we will periodically reevaluate our strategy, 
using the proverbial hammer when its called for but also whatever other tools are required to get 
the job done. 

Portfolio  
At the end of 2017, our investment portfolio was $2.3 billion.2 The gross income yield on our 
portfolio was 12%. Our delinquencies were negligible.  

A summary of our investment portfolio is outlined in the following table. 

Portfolio Summary 

 
Investment assets, 

millions  
Average yield, 

% 
Insurance premium finance 
receivables 

324.1 
 

16% 

Loans 1,142.40  13% 
Leases 382.3  13% 
Real estate joint venture 109.7  15% 
Investment securities 80.3  0% 
Cash 315.3  6% 
Total  2,354.10  12% 

 

                                                           
2 Excludes non-investment assets of $91.7 million, mainly consisting of GCT receivables related to our leases. 



 
 

In our insurance premium finance business, we finance thousands of insurance premiums each 
year. We originate these receivables because of long-standing relationships with insurance 
companies and brokers who rely on Eppley to make insurance policies affordable for their 
customers. While we lend to policyholders, our loans are secured by unearned insurance 
premiums and so our ultimate credit risk is that of the insurer. This arrangement provides 
attractive returns with low credit risk.  

Historically, we have mainly financed personal lines premiums mostly for motor vehicle 
insurance. We are now also financing larger premiums for corporate clients increasing the size of 
the portfolio but decreasing its average yield. 

Last year, our portfolio of loans grew to over J$1 billion for the first time. We mostly provide 
large structured loans to some of the most prominent firms in the country.  Counterparties rely on 
Eppley to provide flexible, tailored lending solutions when they are not readily available from 
traditional lenders. 

Eppley is now one of the largest commercial lessors in Jamaica. We own motor vehicles and 
industrial equipment worth $380 million which we in turn lease to various businesses. Lessees 
chose to do business with Eppley because leases provide an efficient low-cost alternative to loans 
and yet are not widely available in Jamaica.  

We own the Empire shopping centre together with our joint venture partners. Last year we 
improved our occupancy levels and the quality of our tenants. We also continued to upgrade the 
property. Because of these developments and buoyancy in the Kingston property market 
generally, the value of the property appreciated by over 8%. Our share of this gain and the 
property’s operating profits last year was $16 million. 

Funding and Capitalization 
Eppley has continued to lower its borrowing cost over the last year and to diversify its base of 
funding. In May we completed a $394 million issue of short-term US dollar notes. After the end 
of year, we also decided to redeem our 2019 preference shares early. Our two newly issued series 
of 2021 and 2023 preference not only carry lower dividend yields but also extend our maturity 
profile. 

At the end of the year our liquidity position including cash was $315 million. Our leverage ratio 
was 2.4x and our effective cost of debt was 9%.  

Financial Performance 
Our profit after tax in 2017 was $69.2 million or a 10% return on average shareholders’ equity. 
Adjusted for the appreciation of the Jamaican dollar, this represents a 12.7% return in hard 
currency. 

Our profitability was significantly lower than that in 2016. Our net interest income and fees both 
grew considerably reflecting the health of our core business. However, we also experienced 



 
 

foreign exchange losses as the dollar appreciated on an annual basis for only the second time in 
20 years. On balance, our profitability declined. 

Dividends 
Eppley paid ordinary dividends of $0.0372 per share in the last three quarters of 2017. In the first 
quarter of 2018, the Board also declared a dividend of $0.1642 per share. Consistent with our 
dividend policy, Eppley distributed the vast majority of its 2017 profit to shareholders excluding 
the unrealized gains from our property joint venture. 

Subject to Board discretion, we aim to maintain this dividend policy in 2018. 

Operations 
Eppley’s day-to-day affairs are managed by a team of a dozen dedicated professionals. As the 
size of our business has grown, this reliable group has managed the business with distinction. We 
thank them for their judgement, hard work and dedication to Eppley. 

Last year, we expanded the size of the team. However, as the size and scope of our business 
expands even further we will continue to add talent in our investment, accounting and 
administrative functions. 

Governance 
Following his appointment as Minister of Finance in March, Nigel Clarke resigned as a Director 
and Chairman of Eppley. Nigel played a pivotal role in providing oversight to our business as it 
developed over the last 5 years. We will miss his leadership, but we also know that our loss will 
be Jamaica’s gain. The Board of Directors voted unanimously to appoint P.B. Scott as Eppley’s 
new Chairman.  

      ----- 

In summary, 2017 was a disappointing year. Despite the growth and strong performance of our 
investment portfolio, reductions in our funding cost and profitable expansions into new asset 
classes, Eppley made less money than it did in 2016 due to foreign exchange losses. Fortunately, 
while we expect growth in our underlying earnings to continue and the resilience of our business 
to improve, we don’t expect to experience large foreign exchange losses on a recurrent basis. 

In 2018, we plan to manage Eppley in line with our investment strategy: continuing to selectively 
originate and invest in credit while focusing on deploying the capital we manage in the 
Caribbean Mezzanine Fund and the Eppley Caribbean Property Fund. 

 



 
 

NOTICE OF ANNUAL GENERAL MEETING 

NOTICE IS HEREBY GIVEN THAT the annual general meeting of EPPLEY LIMITED (“the 
Company”) will be held at 10:00am on September 10, 2018 at 58 Half Way Tree Road for the 
shareholders to consider, and if thought fit, to pass the following resolutions: 

Ordinary Resolutions 

1. To receive the report of the Board of Directors and the audited accounts of the Company 
for the financial year ended December 31, 2017. 
 

2. To authorise the Board of Directors to reappoint PricewaterhouseCoopers as the auditors 
of the Company, and to fix their remuneration. 
 

3. To reappoint the following Directors who have resigned by rotation in accordance with 
the Articles of Incorporation and being eligible have consented to act on reappointment. 
 
(a) P.B. Scott 
(b) Keith Collister 
(c) Alexander Melville 

 
4. To authorise the Board of Directors to fix the remuneration of the Directors. 

Dated this 27th day of April 2018 by order of the Board of Directors. 

 

P.B. Scott 
Chairman 

  



 
 

DIRECTORS’ REPORT 

The Directors are pleased to present their report for EPPLEY LIMITED for the financial year 
ended December 31, 2017. 

Financial Results 
The Statement of Comprehensive Income for the Company shows pre-tax profit of $69.2 million 
and net profit for the year of $69.2 million. Details of these results, along with a comparison with 
the previous year’s performance and the state of affairs of the Company are set out in the Annual 
Letter to Shareholders and the Financial Statements which are included as part of this Annual 
Report. 

Directors 
The Directors of the Company as at December 31, 2017 were: Nigel Clarke, Nicholas Scott, P.B. 
Scott, Melanie Subratie, Sharon Donaldson, Jennifer Scott, Keith Collister, Byron Thompson, 
Maxim Rochester and Alexander Melville. Nigel Clarke resigned as a director on March 26, 
2018. 

The Directors to retire by rotation in accordance with the Articles of Incorporation are P.B Scott, 
Keith Collister and Alexander Melville but being eligible will offer themselves for reelection. 

Auditors 
The auditors of the Company, PricewaterhouseCoopers of Scotiabank Centre, Duke Street, 
Kingston, Jamaica have expressed their willingness to continue in office. The Directors 
recommend their reappointment.  

On behalf of the Board of Directors, 

 

P.B. Scott 
Chairman 

 

 

  



 
 

TEN LARGEST SHAREHOLDERS  
(at December 31, 2017) 

Stony Hill Capital Limited 48,097,800 
ATL Group Pension Fund Trustees Nominee Limited 48,052,050 
Shani Limited 20,598,900 
Coldharbour Partners Inc. 15,244,350 
Perseverance Limited 14,155,350 
Curmudgeon Limited 8,283,000 
Michael Subratie 8,040,450 
Caribprop Limited 7,500,000 
Ravers Limited 5,348,700 
Caona Investments Limited 3,000,000 
  

 

SHAREHOLDINGS OF DIRECTORS  
(at December 31, 2017) 

  Direct  Connected 
Nigel Clarke               795,750                 20,598,900   
Melanie Subratie                      -          4,287,134  
Nicholas Scott -                 23,527,350   
Sharon Donaldson                  786,450                  -   
Jennifer Scott                         14,155,350                   
Keith Collister                      -                   -   
Byron Thompson               483,750                  -   
Maxim Rochester               956,850                  -   
P.B. Scott - 8,787,134 
Alexander Melville                      -                 -   
   

 

SHAREHOLDINGS OF EXECUTIVES 
(at December 31, 2017) 

  Direct  Connected 
Nadia Jervis                  1,016,400                                  -   
Justin Nam 1,357,050 - 
Jacquelin Watson                      1,024,650                   -   

 

 

 



 
 

CORPORATE DATA 

Registered Office 
58 Half Way Tree Road 
Kingston, Jamaica W.I. 

Auditor and Tax Adviser 
PricewaterhouseCoopers 

Scotiabank Centre 
Kingston, Jamaica W.I. 

Bankers 
First Global Bank 

2 St. Lucia Avenue 
Kingston, Jamaica W.I. 

JMMB Merchant Bank 
6-8 Grenada Way 

Kingston, Jamaica W.I. 

National Commercial Bank 
32 Trafalgar Road 

Kingston, Jamaica W.I. 

Sagicor Bank 
60 Knutsford Boulevard 
Kingston, Jamaica W.I. 

Bank of Nova Scotia Ja. Ltd. 
Scotia Centre 

Kingston, Jamaica W.I. 

Attorneys-at-law 
Clinton Hart 

58 Duke Street 
Kingston, Jamaica W.I. 

DunnCox 
48 Duke Street 

Kingston, Jamaica W.I. 

Patterson Mair Hamilton 
85 Hope Road 

Kingston, Jamaica W.I. 



 
 

Registrar 
Jamaica Central Securities Depository 

40 Harbour Street 
Kingston, Jamaica W.I. 

 

 

  

















































































































 
 

PROXY FORM 

A member entitled to attend and vote at the Annual General Meeting is entitled to appoint a 
Proxy to vote on her behalf. A Proxy need not be a member. A suitable form of Proxy is below. 

The Proxy must be signed and deposited, duly stamped with duty at the Stamp Office, at the 
registered office of EPPLEY LIMITED at 58 Half Way Tree Road, Kingston, Jamaica, W.I. not 
less than 48 hours prior to the meeting. 

I/We, ________________________________________________________ 

 Name(s) of Shareholder(s) 

of, __________________________________________________________ 

 Address(es) of Shareholder(s) 

in the parish of __________, being a member(s) of Eppley Limited 

hereby appoint, ______________________________________________ 

    Name of Proxy 

of, __________________________________________________________ 

 Address of Proxy 

or failing him, ______________________________________________ 

    Name of Alternative Proxy 

of, __________________________________________________________ 

 Address of Alternative Proxy 

as my Proxy/our Proxy to vote on my/our behalf at the Annual General Meeting to be held on 
September 10, 2018. 

This form is to be used IN FAVOUR of resolutions numbered_____. 

This form is to be used AGAINST resolutions numbered_____. 

Signed this ______ day of _______ 2018. 

_________________________ 

Signatures(s) of Shareholder(s) 



58 HALF WAY TREE ROAD
KINGSTON, JAMAICA




