MINISTERIAL REPORT FOR KINGSTON FREE ZONE ON PERFORMANCE FOR FINANCIAL YEAR 2008/2009 AND FOCUS FOR FINANCIAL YEAR 2009/2010
1.0 Purpose of Report
The purpose of this report is to inform Parliament and the public about the performance of the Kingston Free Zone Company Limited for the Financial Year 2008/2009 and its strategic focus for the Financial Year 2009/2010.
2.0 
Overview of Operations
As of the end of March 2009, the Kingston Free Zone (KFZ) exceeded most of its projected targets for the 2008/2009 Financial Year as outlined in its 2008 - 2011 Corporate Plan. The primary objectives of the KFZ as mandated by the Ministry of Industry Investment and Commerce (MIIC) were also fulfilled as the KFZ created employment opportunities and generated foreign currency earnings. Additionally, corporate objectives were achieved as the company exceeded its budgeted profits while maintaining a one hundred percent (100%) occupancy rate during this period.
During the month of February 2009, companies in the KFZ had to contend with a number of directives from the Customs Department regarding importation of their goods into the KFZ. Subsequent to actions taken by the Commissioner of Customs, a number of the companies in the KFZ experienced difficulties including being asked to pay full duty on their imported goods.  As of the end of March 2009 however, this matter was resolved as free zone companies were again able to import their goods into the KFZ, albeit under new and more intensive Customs documentation.  
2.0 Performance Highlights
2.1 
Employment
As of the end of March 2009, employment in the KFZ increased by twenty seven percent (27%) in comparison to employment levels during the previous year.  The overall increase is due mainly to growth in employment in the ICT sector (i.e. companies operating at the Portmore Informatics Park) with employment in that sector increasing by 41% during the review period.  There was however, a decrease of 79% in the manufacturing sector when compared with the previous reporting period as two (2) manufacturing companies namely, ISG Limited and Yankee Doodle, closed their operations on the KFZ during the 2008/2009 Financial Year. A comparative breakdown of employment by sector is provided in Table 1 below:
Table 1: Breakdown of Employment at the KFZ
	
	March 

2008
	March
2009
	% Increase

	ICT
	736
	1,041
	41%

	Warehousing
	137
	144
	5%

	Manufacturing
	56
	12
	(79%)

	Office
	43
	34
	(21%)

	TOTAL
	972
	1,231
	27%


2.2 Financial Results 
As of March 2009, the KFZ made a profit of J$40.24 million (unaudited) thereby reflecting a positive variance of 37.7% when compared to the budgeted profits of J$29.22 million. The improved performance over budget for the year-to-date was due mainly to gains consequent on the devaluation of the Jamaican dollar against its US counterpart.  Income during this period exceeded the budgeted target by J$14.67 million while expenses also exceeded targets by 3.4%. 
	
	Year-To-Date as of March 2009

	Categories
	Actual

J$M
	Budget

J$M
	Variance

J$M
	Variance %

	Income
	149,740
	135,075
	14,665
	10.9%

	Expenditure
	109,497
	105,855
	(3,642)
	(3.4%)

	Profit (Loss)
	40,243
	29,220
	11,023
	37.7%


Table 2: Financial Results

2.3 
Foreign Exchange Earnings

Foreign exchange earnings from rental income and management fees during this period amounted to US$1,152,144 while J$46,850,636 was earned from rental of warehousing space to local companies. The KFZ also fulfilled its mandate to generate foreign currency earning for the national economy through the sale of US$609,362 to local banks and the payment of US$572,105 to its parent company during the 2008/2009 Financial Year.
2.4
Occupancy

Occupancy during this period remained at one hundred percent (100%) at both the Kingston Free Zone and Portmore Informatics Park facilities. The table below (Table 3) shows the utilization of office and factory spaces as at the end of the month.

Table 3: Occupancy on the KFZ
	Rentable Space
	Factory/Warehouse

(KFZ)
	Office/Telemarketing

(Portmore Informatics)

	No. of Companies
	25
	2

	Total Available
	272,700 sq. ft.
	50,000 sq. ft.

	Occupied
	272,700 sq. ft.
	50,000 sq. ft.

	Vacant
	-
	-

	Percentage Occupied
	100%
	100%


3.0
Client Service Activities
Decline in the manufacturing industry continued during 2008/2009 with two (2) of the three (3) remaining manufacturing companies closing down their operations. These companies, Yankee Doodle Limited that manufactured industrial gloves and ISG International Limited that manufactured t-shirts and boxer shorts, both for the US market, terminated their operations in June 2008 and December 2008 respectively.
Approval was granted by the Board of Directors of the KFZ for thirty thousand (30,000) sq. ft of warehouse space to be used by the Jamaica Commodity Trading Company (JCTC) for the storage of fertilizer on behalf of the Ministry of Industry Investment & Commerce (MIIC).  The lease commenced in October 2008 and the tenure of the lease is for approximately twelve (12) months.  All expenses in relation to the rehabilitation and maintenance of these warehousing facilities are borne by the MIIC.
4.0 Focus for Financial Year 2009/2010

In light of the global economic crisis, Financial Year 2009/2010 poses some challenges for the KFZ. Therefore strategic objectives pursued by the Zone will be subject to close ongoing assessment and revision as necessary. The decision of the Port Authority concerning the future of the KFZ will also have to be taken into account as it relates to these objectives.  
In view of future plans for port development and prospective growth in the ICT sector, in which off-shore business opportunities still exist, the management of Kingston Free Zone will explore prospects for expansion at Portmore Informatics Park.  This will serve to provide additional space for the ICT sector, help address the effects of the recession through increased employment opportunities and increase the revenue potential of the Free Zone.

Specific targets and areas of focus for the 2009/2010 Financial Year are as follows:

· Net Profit of $48.12 Million
· Occupancy Rate of one hundred percent (100%)
· Improvement in the preventative maintenance programme 

· Reduction of costs in tandem with the current size of the KFZ

· Maintenance (and increase wherever possible) of employment levels in the Free Zone

· Reduction of security costs through competitive tender for this service
· Submission of a timetable for the further development of the Portmore Informatics Park

· Marketing of ICT space in order to secure interests for additional space at the Portmore Informatics Park.
Karl Samuda

Minister of Industry, Investment and Commerce

Tabled in Parliament on April 29, 2009 
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