MINISTERIAL REPORT FOR MONTEGO BAY FREE ZONE (MBFZ) ON PERFORMANCE REVIEW 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 Montego Bay Free Zone (MBFZ) for Financial Year 2008/2009 and its strategic focus for Financial Year 2009/2010. 

2.0
Overview of Operations
For Financial Year 2008/2009 the Montego Bay Free Zone experienced relatively stable conditions despite losing one of its largest clients which moved into its own facility during the year.  Over the review period, the thrust of the new Board of Directors was optimisation of assets; improvement in customer service and expansion of customer base.  The MBFZ met and, in some instances, exceeded its targets for the year.  There was however, a decline in employment due mainly to the Zone losing two clients but there was improvement in foreign exchange earnings and factory occupancy.  
There was also growth in income and profit, due mainly to increased factory occupancy and higher rental rates.  
2.0 Performance Highlights 

2.1
Employment 
During the period 2008/2009, the Montego Bay Free Zone experienced an 18.03% decline in employment, due mainly to reduction by over 943 persons in the information and communications technology (ICT) sector and 52 in the manufacturing sector.  This decline can be attributed to ACS departing the Zone and the closure of Tympana.  Fargo and Baywind, manufacturing companies, downsized their operations.   
Table 1: Employment
	TYPE OF OPERATION
	NO. OF WORKERS
	% INCREASE (+)/
DECREASE(-)

	
	2007/2008
	2008/2009


	

	ICT
	5,265
	4322
	-16.91%

	Manufacturing
	125
	73
	-41.6%

	Warehousing
	132
	130
	-1.51%

	Total 
	5,522
	4,526
	-18.03%


2.2       Financial Highlights
The financial review for 2008/2009 includes the actual unaudited in-house figures for April, 2008 to February, 2009 and the projected figures for March, 2009. 
For the review period, the MBFZ made a profit of $28.3 million which represents an increase of 14.11% over the budgeted profit of $24.8 million.  Income during this period exceeded the budgeted target of $227 million by 1.76% while expenses were marginally over budget by 0.24%.
Table 2: Financial Highlights (un-audited) 
	Categories
	YTD ACTUAL $M
	YTD BUDGET

$M
	VARIANCE

$M
	%

Variance

	INCOME
	232.32
	226.6
	5.72
	2.5

	EXPENDITURE
	165.14
	201.83
	36.69
	18.20

	PROFIT
	66.69
	24.22
	42.47
	175


2.3 Foreign Exchange Earnings 
Foreign exchange earnings from rental income and management fees during the 2008/2009 Financial Year amounted to US$3.215 Million while J$1.714 Million was earned from rental of space to local companies.  During the review year the company contributed to the local economy in the amount of US$2.38 million through direct sale to commercial banks and payments for services such as insurance and leases. 
2.4
Occupancy
(a)
Office Space

The MBFZ was successful in negotiating with Allianceone to lease factory No.8, a sixty seven thousand (67, 000) sq. ft. facility which was converted into office space for relocation of its call center operations.  The refurbishing of the first thirty six thousand (36,000) sq. ft. of the space was completed in July 2008 and Allianceone relocated its operations from factory No. 9 into this space.  

As a result of this conversion, office space was increased from two hundred and fifty nine thousand two hundred and sixty six (259,266) sq. ft. to three hundred and twenty six thousand two hundred and sixty six (326,266) sq ft.  The Allianceone relocation from factory No. 9 resulted in thirty thousand (30,000) sq. ft. of space becoming vacant.   

Factory 9, 30,000 sq ft space, was rented to Allianceone in 2001 under the premise that the client, having benefited from reduced rental, would have improved the space over the period.  However due to severe problems with the roof, Allianceone did very little to enhance the space and therefore the facility requires significant improvements before it can be rented to new tenants. 

Twenty six thousand (26,000) sq ft of space was vacated by ACS.  This space was rented out as follows:


Company




Space occupied


VistaPrint




 10,000 sq. ft.

Unique Vacations 

 

   5,000 sq. ft.

Professional Axxess
 

   5,500 sq. ft.

Salary.com (new client)


   5,500 sq. ft.
The cumulative effect of the above changes on occupancy of office space for the period resulted in an overall occupancy of 90% at the end of the period. When compared with the corresponding period in Financial Year 2007/2008, there was a reduction of 10%.
(b)
Factory Space

There was, however, an improvement in factory space occupancy with the rental of warehousing spaces to three new companies (VR Gifts, Caribbean Producers and Seawind Keys Investment).  When compared with the corresponding period in 2007/2008, occupancy for factory space increased by 23% over that period.

The table below shows the utilization of office and factory spaces for the period under review: 
Table 3 Occupancy
	Rentable Space


	Office Space 

Sq ft
	Factory  Space

Sq ft

	
	2009 Feb
	2009 Mar
	2008 Mar
	2009 Feb
	2009 Mar
	2008 Feb

	Total Available


	326,266
	326,266
	259,266
	268,000
	268,000
	335,000

	Occupied
	293,866
	293,866
	259,266
	208,000
	223,000
	199,678

	Vacant
	32,400
	32,400
	0
	60,000
	45,000
	135,322

	Percentage 

Occupied
	90.%
	90.%
	100%
	78%
	83%
	60%


3.0 Client Service Activities
The following are the highlights of client service activities for the review period: 
· After eighteen (18) years of operation in the Montego Bay Free Zone ACS moved out of the Zone to occupy a newly constructed sixty five thousand (65,000) sq ft facility. The company first came to Jamaica as CFL in 1988, was purchased by MRS in the early 1990’s and later merged with another company and became NPC before being sold to ACS in 2001.

· Four (4) companies, namely: Norinco and Vikings (non Free Zone entities), and Baywind and Fargo (Free Zone manufacturing companies) reported that they were affected by the global economic downturn.  The other companies did not provide any specific details about effects on their business, but had also implemented some minor staff cuts.   

· Despite the recession however, many of the call centers continue to remain buoyant, with some (such as those engaged in receivables management services) indicating that their businesses are doing well and actually carrying out expansion activities.
· During the review period, problems arose between Jamaica Digiport International (JDI) and Columbus Communications (also known as Flow) regarding their contract for redundant telecommunications services. The matter was discussed extensively with various parties such as the Attorney General who offered an opinion.  It ended with me mandating each party to engage in dialogue with a view to determine how JDI’s monopoly position could be amended to facilitate investors benefiting from the most competitive prices and services.  Up to the end of February 2009, the two (2) companies were still in discussion. 
· The MBFZ hosted five (5) investors during the period. These were Teletech, ACS New York, Paragon Communications, Client Services and Salary.Com.  Two (2) of these companies became clients of the Free Zone. Of the other three (3) companies, Teletech was hosted at the highest level of Government, but did not make a decision on Jamaica, while the others are in discussion with existing clients concerning joint venture agreements.  
4.0
Focus for Financial Year 2009/2010
It is anticipated that Financial Year 2009/2010 will be a challenging year especially in light of the global economic crisis. Therefore the corporate objectives of the MBFZ for 2009/2010 will be pursued with emphasis on cost reduction and improved productivity so as to ensure that the MBFZ continues to be viable and profitable during the period.
The following are therefore the main targets and areas of focus for the 2009/2010 Financial Year:
· Revenues of $261.88 million

· Expenses of $230.91 million

· Net profit of $30.3 million

· Optimization of the company’s profitability and maintenance of its financial strength
· One hundred percent (100%) occupancy for office and factory spaces
· Improvement and maintenance of assets at international standard as well as increase in operational efficiency in order to provide a satisfied customer base
· Maintenance of internationally acceptable levels of security

· Maintenance of a high level of organizational effectiveness
· Refurbishing of thirty thousand (30,000) sq. ft. of space at factory # 9.

Karl Samuda

Minister of Industry, Investment and Commerce

Tabled in Parliament on April 29, 2009
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