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Bridgetown, Barbados

INDEPENDENT AUDITORS’ REPORT
To the Shareholder of Capita Financial Services Inc.

We have audited the accompanying financial statements of Capita Financial Services Ing., which
comprise the statement of financial position as of March 31, 2014, the statement of changes in equity,
statement of comprehensive income, and the statement of cash flows for the year then ended, and notes,
comprising a summary of significant accounting policies and other expianatory information.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
whether the financial statements are free from materia! misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on our judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or eror. In making
those risk assessments, we consider internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the. overall
presentation of the financial statements. .

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion _
In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of Capita Financial Services Inc. as of March 31, 2014, its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards,

K

Chartered Accountants
Bridgetown, Barbados
June 16, 2014

1

KPMG, a Barhados partnership and a member firm of the KPMG network of
independent member firms affiliated with KPMG Intemnational Cooparative
{"KPMG International”) a Swiss entity.



CAPITA FINANCIAL SERVICES INC.

Statement of Financial Position

As of March 31, 2014

With comparative figures for 2013

{Expressed in Barbados dollars)

Assets
Cash resources
Investment securities
Available-for-sale
Loans and receivables
l.oans and advances
Corporation tax recoverable
Property and equipment
Due from related company
Cther assets

Total Assets

Liabilities and Equity
Liabilities

Customer deposits

Other liabilities

Due to related company

Loans payable

Corporation tax payable
Deferred loan commitment fees
Deferred taxation

Total Liabilities

Equity

Share capital
Other reserves
Retained earnings

Total Equity

Total Liabilities and Equity

The accompanying notes form an integral parf of these financial statements.

Approved by the Board of Directors

Director

Director

Notes 2014 2013
4 $ 30,904,033 25,988,675
5 153,169 189,684
5 3,181,676 3,272,308
8 140,817,645 123,203,789

366,281 380,367

8 948,601 546,717

7 158,084 256,000

9 2.772.556 1.891,454

$ _179.301945 155820084

10 $ 137,087,768 121,181,857

1 2,313,488 1,621,748
7 58,053 -

12 20,277,671 19,043,773

41,022 172,113

482,203 517,563

13 81.785 29.328

160,321,990 142 466,380

14 7,297,059 2,797,059

15 3,422,591 3,255,882

8,260,305 7,309,743

18,979,955 13,362,684




CAPITA FINANCIAL SERVICES INC.

Statement of Changes in Equity

For the year ended March 31, 2014
With comparative figures for 2013

(Expressed in Barbados dolfars)

Balance as of March 31, 2012

Net income for the year

Total other comprehensive income
Balance as of March 31, 2013
-Net income for the year

Issu!ance of common shares
Transfer to statutory reserve

Total other comprehensive income

Balance as of March 31, 2014

$

Share Other Retained
Capital Reserves Earnings Total
2,797,059 3,248,202 6,301,658 12,346,919
- - 1,008,085 1,008,085
- 7.680 - 7,680
2,797,059 3,255,882 7,300,743 13,362,684
- - 1,118,308 1,118,308
4,500,000 - - 4,500,000
- 167,746 (167,746) -
- (1.037) - {(1.037)

$ _7.297.059 3,422,691

The accompanying nofes form an integral part of these financial statements.

8260306 _18979955




CAPITA FINANCIAL SERVICES INC.

Statement of Comprehensive Income

For the year ended March 31, 2014
With comparative figures for 2013

{Expressed in Barbados doflars)

Notes
interest income 17
Interest expehse 18
Net interest income 7
Other income 7 19
Net interest and other income
Operating expenses
Salaries and other staff costs 20
Occupancy costs
Loan impairment charge 6
Other operating expenses
Depreciation 8
Total opérating expenses
Income before taxation
Taxation charge 13

Net income for the year
Other comprehensive income
Items that are or may be reclassified to profit or foss
Unrealised fair value gain (ioss) on
available for-sale investment securities, net

Net comprehensive income for the year

201 2013

$ 11,394,004 10,209,236
(6.425,505) (5.888.081)
4,968,499 4,321,155
1.171.661 1,273,371
—6.140.160 2,594,526
1,535,649 1,490,408
732,771 417,402
290,000 100,000
2,002,864 1,979,081
240,882 289,131

__ 4.802.166

4.276.022

1,337,994 1,318,504
(219,686) (310.419)
1,118,308 1,008,085
(1,037) 7,680

— 1015765

$ 1117271

The accompanying notes form an integral pa}'t of these financial statements.




CAPITA FINANCIAL SERVICES INC.

Statement of Cash Flows

For the year ended March 31, 2014
With comparative figures for 2013

(Expressed in Barbados dolfars)

Cash flows from operating activities
income before taxation
Adjustments for:

Depreciation

Interest income

Interest expense

Dividend income

Loan impairment charge

Gain on disposal of equipment

Gain on disposal of asset

Changes in operating assets and liabilities

Increase in mandatory reserve deposits with Central Bank
Increase in loans and advances

Increase in other assets

Increase in customer deposits

Increase (decrease) in other liabilities

Decrease (increase) in net due from/to related company
Decrease in deferred loan commitment fees

Net cash used in operations
interest received

Interest paid

Taxes paid

Net cash used in operating activities

Cash flows from investing activities

Decrease (increase) of other term deposits
- Purchase of investment securities

Sale of investment securities

Purchase of equipment

Sale of asset

Dividend income received

Net cash from investing activities

3

201 2013
1,337,994 1,318,504
240,882 289,131
(11,394,004)  (10,209,236)
6,425,505 5,888,081
(8,472) (19,542)
290,000 100,000
(35,500) -
(4.945) (265,290)
(3,148,540) (2,898,352)
(549,999) (250,000)
(17,530,053)  (15,520,433)
(781,102) (487.411)
15,599,801 10,519,383
791,740 (23,705)
155,969 (228,000}
(35.360) (44,624)
(5,497,544) (8,942,142)
11,036,379 9,791,733
(6,139,395) (6,703,977)
283,887 205,797
(884.447) (6.080.,183)
598,008 (1,279,791)
(1,250,000) (1,044,742)
1,364,702 2,509,912
(657,351) (67,556)
50,085 -
8.472 19,542
114,008 137,365




CAPITA FINANCIAL SERVICES INC.

Statement of Cash Flows

For the year ended March 31, 2014
With comparative figures for 2013

(Expressed in Barbados dollars)

Notes 2014 2013

Cash flows from financing activities
Loans payable increase 2,500,000 -
Increase in share capital : 4,500,000 -
Repayment of lcans payable (1,266,102} (1,395,750)

Net cash from (used in) financing activities 5.733.898 (1,395.750)
Net increase (decrease) in cash and cash equivalents for the year 4,963,457 (7,318,568)
Cash and cash equivalents - beginning of year 11,938,578 19,257,146
Cash and cash equivalents - end of year 4 $ _.16902035 _ 11,938,578

The accompanying notes form an integral part of these financial statements.




CAPITA FINANCIAL SERVICES INC.

Notes to the Financial Statements

For the year ended March 31, 2014

(Expressed in Barbados dolfars)

(a)

Incorporation, Parent and Principal Activity

Capita Financial Services Inc. {the "Company”) is incorporated in Barbados and is a wholly-owned
subsidiary of BPW Financial Holdings inc., a Barbados company. Its ultimate parent is Barbados
Public Workers’ Cooperative Credit Union Limited (BPWCCU), a company incorporated in Barbados.
The Company is registered under Part Il of the Financial institutions Act 1996-16. The Company's
principal place of business is at 2™ Floor, Co-operative General Insurance Building, Upper Collymore
Rock, St. Michael. '

The principal activities of the Company are the provision of long-term mortgage financing, short-term
loans, lease financing and stock brokerage in accordance with the provisions of the Financial
Institutions Act 1996-16. The Company is also registered as a composite insurance broker under the

Insurance Act, 1996.

In October 2005, the Company established a branch in St. Lucia. These financial statements include
the activities of that branch.

Significant Accounting Paolicies

Basis of preparation
The financial statements have been prepared under the historical cost convention, except for
available-for-sale investment securities which have been measured at fair value.

Statement of compliance
The financial statements of the Company have been prepared in accordance with International
Financial Reporting Standards (IFRS) as issued by the International Accounting Standards Board

(IASB).

The financial statements were authorised for issue by the Board of Directors on June 16, 2014.
Changes in accounting policies and disclosures

New and amended standards adopted by the Company

The accounting policies adopted are consistent with those used in the previous financial year except
for the adoption of the following amendments.

IAS 1 - Presentation of ltems of Other Comprehensive income (Amendments) (effective 1 July 2012)




CAPITA FINANCIAL SERVICES INC.

Notes to the Financial Statements

For the year ended March 31, 2014

(Expressed in Barbados dolfars)

(a)

(b)

Significant Accounting Policies...continued
Basis of preparation... continued

Changes in accounting policies and disclosures...continued

New and amended standards adopted by the Company...continued
The nature and effects of the relevant changes are explained below.

Presentation of items of Other Comprehensive Income

As a result of the amendments to 1AS 1, the Company has modified the presentation of items of OCl in
its statement of profit or loss and OCl, to present separately items that would be reclassified to profit or
loss from those that would never be.

Standards in issue but not yet effective

New standards, interpretations and amendments to existing standards that are not yet effective and
have not been early adopted by the Company are as follows:

IFRS ¢ — Financial Instruments (tentatively effective 1 January 2018)
IAS 32 - Offsetting Financial Assets and Financial Liabilities (Amendments) (effective 1 January 2014)
IAS 36 ~ Recoverable Amount Disclosures for Non-Financial Assets (Amendments) (effective

1 January 2014)

None of these is expected to have a significant effect on the financial statements of the Company in
the period of adoption, except for IFRS 9 Financial Instruments, which tentatively becomes mandatory
for the Company's 2019 financial statements, and is expected to impact the classification and
measurement of financial assets and financial fiabilities. A description of this standard is provided

below.

Financial assets

The Company classifies its financial assets in the following categories: available-for-sale investment
securities and loans and receivables. Financial assets are initially recognized at fair value plus
transaction costs. Financial assets are derecognized when the rights to receive cash flows from the
financial assets have expired or when the Company has transferred substantially all risk and rewards
of ownership. Management determines the classification of its investments at initial recognition.

Available-for-sale investment securities

Available-for-sale financial assets are those intended to be held for an indefinite period of time, which
may be sold in response to needs for liquidity or changes in interest rates. Investment securities
classified as available-for-sale are carried at fair value. Gains and losses arising from changes in the
fair value of these securities are recognised in equity (other comprehensive income) in the fair value
reserve. When the securities are disposed, the cumulative gain or loss previously recognised in equity
is recognised in the statement of comprehensive income (loss). Losses arising from the impairment of
such investments are recognised in the statement of comprehensive income (loss).




CAPITA FINANCIAL SERVICES INC.

Notes to the Financial Statements

For the year ended March 31, 2014

(Expressed in Barbados dollars)

(b)

{c)

(d)

(e)

Significant Accounting Policies...continued
Financial assets...continued

Available-for-sale investment securities...continued

The fair values of quoted investments in active markets are based on current bid prices. If there is no
active market for the financial asset, and where no other methods of determining fair value result in a
reasonable estimate, the financial asset is measured at cost less impairment losses.

Loans and receivables

Non-derivative financial instruments with fixed or determinable payments that are not quoted in an
active market, and other than those that the Company designates as available-for-sale upon initial
recognition, are classified as loans and receivables. Management determines the appropriate
classification of its investments at the time of the purchase.

Loans and receivables are initiaily recognised at fair value and subsequently carried at amortised cost
using the effective interest method. Loans and receivables are reported in the statement of financial
position as loans and advances or as investment securities. In the case of an impairment, the
impairment ioss is reported as a deduction from the carrying value of the loan and recognised in the
statement of comprehensive income (loss) as provision for impairment charge.

Financial liabilities
Financial liabilites are measured at amortised cost and include deposits from customers, loans
payable and related company balances. Financial liabilities are derecognised when the obligation
under the liability is discharged, cancelied or expires.

Cash and cash equivalents

For the purpose of the statement of cash fiows, cash and cash equivalents comprise cash and bank
balances, term deposits and deposits with Central Bank other than mandatory reserves with maturity
dates less than or equal to 90 days from the date of acquisition.

Impairment of financial assefs

(i)  Assets carried at amortised cost
The Company assesses at each reporting date whether there is objective evidence that a
financial asset is impaired. A financial asset is impaired if its carrying amount is greater than its
estimated recoverable amount. The amount of the impairment loss for assets carried at
amortised cost is caiculated as the difference between the asset's carrying amount and the
present value of expected future cash flows discounted at the financial instrument's original
effective interest rate.




CAPITA FINANCIAL SERVICES INC.

Notes to the Financial Statements

For the year ended March 31, 2014

(Expressed in Barbados dollars)

2.  Significant Accounting Policies ...confinued

(e) Impairment of financial assets

(i

(i)

{iif)

Assels carried at amortised cost...continued

The criteria that the Company uses to determine that there is objective evidence of an
impairment loss include:

« Delinquency in contractual payments of principal or interest;
* Cash flow difficulties experienced by the borrower;

e Breach of loan covenants or conditions;

e Initiation of bankruptcy proceedings;

¢ Deterioration of the borrower's competitive position: and

e Deterioration in the value of collateral.

The Company first assesses whether objective evidence of impairment exists individually for
financial assets that are individually significant, and individually or collectively for financial assets
that are not individually significant. If the Company determines that no objective evidence of
impairment exists for an individually assessed financial asset, whether significant or not, it
inciudes the asset in a group of financial assefs with similar credit risk characteristics and
collectively assesses them for impairment. Assets that are individually assessed for impairment
and for which an impairment loss is or continues to be recognised are not included in a collective
assessment of impairment.

Assets classified as available-for-sale

In the case of equity investments classified as available for sale, a significant or prolonged
decline in the fair value of the security below its cost is considered in determining whether the
assets are impaired. If any such evidence exists for available-for-sale financial assets, the
cumulative loss - measured as the difference between the acquisition cost and the current fair
value, less any impairment loss on that financial asset previousiy recognised in profit and loss -
is removed from equity and recognised in the statement of comprehensive income (loss).
Impairment iosses recognised in the statement of comprehensive income (loss) on equity
instruments are not reversed through the statement of comprehensive income (loss).

Renegotiated loans

Where possible, the Company seeks to restructure loans rather than to take possession of
collateral. This may involve extending the payment arrangements and the agreement of new
loan conditions. Once the terms have been renegotiated any impairment is measured using the
original effective interest rate as calculated before the modification of terms. Management
continually reviews renegotiated loans to ensure that all criteria are met and that future
payments are likely to occur. The loans continue to be subject to an individual or collective
impairment assessment, calculated using the loan’s original effective interest rate.

10



CAPITA FINANCIAL SERVICES INC.

Notes to the Financial Statements

For the year ended March 31, 2014

{Expressed in Barbados doliars)

(M

@

(h)

Significant Accounting Policies ...confinued

Property and equipment _
Property and equipment is stated at historical cost less accumulated depreciation. Historical cost
includes expenditure that is directly attributabie to the acquisition of the assets.

Subsequent costs are included in the asset’s carrying amount or are recognised as a separate asset,
as appropriate, only when it is probable that future economic benefits associated with the item will flow
to the Company and the cost of the item can be measured reliably. Ali other repairs and maintenance
are charged to the statement of comprehensive income (loss) during the financial period in which they
are incurred.

Depreciation is provided on the straight-line basis at rates which are expected to write off the cost of
equipment iess salvage over their expected useful lives as follows:

Leasehold improvements - 10%
Furniture and equipment - 10% - 33%%
Motor vehicles - 20%

The assets’ residual values and useful lives are reviewed and adjusted if appropriate, at each reporting
date.

Assets that are subject to amortisation are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable.

Where the carrying amounts of plant and equipment are greater than their estimated recoverable
amount, they are written down immediately to their recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These
are included in the statement of comprehensive income (loss).

Impairment of non-financial assets

Assets that are subject to amortisation 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 asset's carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair vaiue less costs to sell and value in use. For the
purposes of assessing impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating units). Non-financial assets that suffered
impairment are reviewed for possible reversal of the impairment at each reporting date.

Leases

For assets leased out under finance leases, the present value of the lease payments at the start of the
lease is recognised as a receivable and is included in loans and advances. The difference between
the gross receivable and the present value of the receivable is recognised as unearned finance
income. Lease income is recognised over the term of the lease using the effective interest method
(which reflects a constant periodic rate of return).

11



CAPITA FINANCIAL SERVICES INC.

Notes fo the Financial Statements

For the year ended March 31, 2014

(Expressed in Barbados dollars)

(h)

0]

@

(k}

Significant Accounting Pelicies ...continued

Leases...continued
For assets leased out under operating leases, the total payments received are included as other
operating income in the statement of comprehensive income (loss) on the straight-line basis over the

period of the lease.

When an operating lease is terminated before the lease period has expired, any payment required to
be made by the lessor by way of penalty is recognised as an expense in the period in which

termination takes place.

Foreign currency transfation
The financial statements are presented in Barbados dollars which is the Company's presentation
currency. The functional currency of the St. Lucia branch is Eastern Caribbean dollars.

Monetary assets and liabilities denominated in foreign currencies are translated into Barbados dollars

at the rates of exchange ruling at the reporting date. Transactions arising during the year
denominated in foreign currencies are translated into Barbados dollars and recorded at the rates of
exchange prevailing on the dates of the transactions. Differences arising from fluctuations in
exchange rates are included in the statement of comprehensive income (loss).

Assets and liabilities of the St. Lucia branch are franslated into the Company's presentation currency
at the rate of exchange as at the reporting date, and the statement of comprehensive income is
translated at the weighted average exchange rates for the year. Exchange differences arising on
translation are taken directly to a separate component of equity. No such exchange differences have

arisen to date.

Fee and commission income '
Fees and commission income is generally recognised on an accrual basis when the service has been
provided. Loan commitment fees for loans that are likely to be drawn down are deferred (together with
related direct costs) and recognised as an adjustment to the effective interest rate on the loan.

Insurance agency commissions and other interest are recognised on an accrual basis.

interest income and expense

Interest income and expense are recognised on an accrual basis using the effective interest method.
The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts
through the expected life of the financial instrument or, when appropriate, a shorter period to the net
carrying amount of the financial asset or financial liability. In calculating this rate, cash flows are
estimated considering all contractual terms of the financial instrument but not considering future credit
losses. The calculation includes all fees paid or received between parties to the contract that are an
integrai part of the effective interest rate as well as transaction costs.

Once a financial asset or a Company of similar financial assets has been written down as a result of an
impairment loss, interest income is recogmsed using the rate of interest used to discount the future
cash flows for the purpose of measuring the impairment loss.

12



CAPITA FINANCIAL SERVICES INC.

Notes to the Financial Statements

For the year ended March 31, 2014

(Expressed in Barbados dollars)

2,
@

Significant Accounting Policies ...continued

Dividend income
Dividend income is recognised when the Company's right to receive the dividend is established.

{m) Taxation

{n}

(©)

()

Deferred income taxes are accounted for under tax effect accounting using the liabitity method.
Deferred tax is provided for all temporary differences arising between the tax bases of assets and
liabilities and their carrying values for financial reporting purposes using the rates that have been
enacted or substantially enacted by the reporting date and are expected to apply when the asset is

realised or liability settled.

Deferred tax assets are recognised to the extent that it is probable that future taxable profit will be
available against which the asset can be utilised.

Defined contribution plan
A defined contribution plan is a pension plan under which the Company pays fixed contributions into a

separate entity. The Company has no legal or constructive obligation to pay further confributions if the
plan does not hold sufficient assets to pay all employees the benefits relating to employee service in
the current and prior periods. The Company’s contributions to its defined contribution plan are charged
to the statement of comprehensive income (loss) in the year to which they relate,

Share capital
Common shares are classified as equity. Redeemable preference shares are treated as equity
because they cannot be converted by the holders thereof at any time nor is the Company mandatorily

required to redeem them on a specific date.

Dividends to shareholder are recognised in equity in the period in which they are approved by the
Company's Board of Directors.

Provisions
Pravisions for restructuring costs and legal claims are recognized when the Company has a present
legal or constructive obligation as a result of past events or it is more likely than not that an outfiow of

resources will be required to settie the obligations and the amount has been reliably estimated.

Critical Accounting Estimates and Judgments

The Company makes estimates and assumptions that affect the reported amounts of assets and
liabilities within the next financial year. Estimates and judgments are continually evaluated and based
on historical experience and other factors, including expectations of future events that are believed to
be reasonable under the circumstances. The most significant uses of judgment and estimates are as

7 follows:

(@)

Impairment losses on loans and advances

Management judgment is required in the estimation of the amount and timing of future cash flows
when determining the impairment loss. These estimates are based on assumptions about a number of
factors and actual results may differ, resulting in future changes to the ailowance.

13



CAPITA FINANCIAL SERVICES INC.

Notes to the Financial Statements

For the year ended March 31, 2014

L

(Expressed in Barbados dolfars)

3.  Critical Accounting Estimates and Judgments ...confinued
(b} Impairment of available for-sale equity investments
The Company determines that available-for-sale equity investments are impaired when there has been
a significant or prolonged decline in the fair value below its cost. This determination of what is
significant or prolonged requires judgment.
(¢} Measurement of fair values : .
A number of the Company’s accounting policies and disclosures require the measurement of fair
values, for both financial and non-financial assets and liabilities. When measuring the fair vaiue of an
asset or a fiability, the Company uses market observable data as far as possible.
Fair values are categorized into different levels in a fair value hierarchy based on the inputs used in
the valuation techniques as disclosed in Note 22.
(d) Income taxes
The Company is subject to income taxes in Barbados and St. Lucia. Significant estimates are required
in determining the provision for income taxes. Where the final tax cutcome is different from the
amounts that were initially recorded, such differences will impact the income tax and deferred tax
provisions in the period in which such determination is made.
4. Cash Resources

Cash resources consist of the following:

2014 2013
Bank balances b 4,858,116 3,302,482
Short term deposits , 12,033,919 8,636,096
Cash and cash equivalents 16,902,035 11,838,578
Other term deposits : 10,076,170 10,674,268
Mandatory reserve deposits with Central Bank of Barbados 3,925,828 3,375,829
Total cash resources $ .30904033 _25988675

Mandatory reserve deposits with the Central Bank of Barbados represent the Company’s regulatory
requirement to maintain 3% of total average deposit liabilities as a cash reserve with the Central Bank
of Barbados. These funds are not available to finance the Company’s day-to-day operations and as
such, are excluded from cash resources to arrive at cash and cash equivalents for the purposes of the
statement of cash flows.

At March 31, 2014, cash resources with the exception of mandatory reserve deposits with Central
Bank carry interest at rates varying between 0.50% to 5% per annum (2013 - 0.50% to 5%).

14



CAPITA FINANCIAL SERVICES INC.

Notes to the Financial Statements
For the year ended March 31, 2014

(Expressed in Barbados dollars)

5. Investment Securities

Investment securities consist of:

Available-for-sale

Quoted investments

Fortress — Value Fund

Fortress — Development Fund
Insurance Corporation of Barbados
Scotia Investments Ltd Jamaica
Guardian Heldings

Royal Bank of Canada

Sagicor Financial

Loans and receivables

7% Government of Barbados Bond
7.38% Government of Barbados Bond
7% Government of St. Lucia

7.25% Government of Barbados Bond .~

6.12% Government of Barbados Bond
4.25% Government of Barbados Bond

Accrued interest receivable

Less impairment

Total Investment Securities

Carrying Value Fair Vaiue
2014 013 201 2013
$ 11,328 9,279 11,328 9,279
4,821 9,280 4,821 9,280
21,239 20,580 21,239 20,580
26,511 24,436 26,511 24,436
18,921 26,670 18,921 26,670
70,349 64,304 70,349 64,304
- 35.135 - 35,135
$_..153169 __ 189684 __ 153169 __ 189684
Carrying Value Fair Value
2014 2013 2014 2013
$ 400,000 400,000 372,600 409,880
500,000 500,000 457 450 507,700
970,118 1,044,742 972,252 1,054,563
250,000 - 216,275 -
1,000,000 - 908,400 -
- 1,250,000 - 1,253,900
3,120,118 3,194,742 2,926,977 3,226,043
61.458 77.656 61,458 77.656
3,181,576 3,272,398 2,988.435 3,303,699
3,181,576 3.272 398 2988435 3.303.699

$ 3334745 3462082 3141604 _3.493,383

The Company has a regulatory requirement to maintain 1.5% of total domestic deposits as a security
reserve. At March 31, 2014, the amount reserved was $2,150,000 (2013 - $2,150,000).

15



CAPITA FINANCIAL SERVICES INC.
Notes to the Financial Statements
For the year ended March 31, 2014

(Expressed in Barbados dolfars)

6. Loans and Advances

2014 2013

Mortgages:
Third party $ 118,415,491 98,410,920
Related party 547,457 50,000
Carfconsumer loans 21,271,528 24,243,503
Leases ) ' 28,770 28,770
Interest receivable ‘ ~1.831.082 1.457 259

142,094,328 124,190,452
(1.276.683) (986,683)

$ 140817645 123203769

The movement in the provision for loan impairment during the year is as follows:

Less: Provision for loan impairment

2014 2013
Balance - beginning of year $ 986,683 886,683
Charge during the year 290,000 100,000

Balance - end of year

Individual impairment
Collective impairment

$ 1276683 ___ 986,683

$ 1,086,683 841,683
190,000 145,000

$ 1276683 ____986683

The effective rate of interest on mortgages varies between 6% and 10% (2013 - 6.25% and 9%} per
annum while the rates on car and land loans vary between 9.5% and 12% (2013 - 5.75% and 22%)
per annum. The term of mortgage loans does not exceed 25 years.

Balance - end of year

Car loans are secured by individual bills of sale, while fand loans .are secured by first legal mortgages.
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(Expressed in Barbados doflars)

7.  Related Party Balances and Transactions
Related parties include those entities and individuals that have the ability to control or exercise
significant influence over the company in making financial or operational decisions, and entities that
are controlled, jointly controlied or significantly influenced by them.

(i} Key management compensation:

2014 2013
Salaries and allowances $ 571,383 568,356
National insurance 23,058 17,020
Pension costs 36,752 37,712
Other costs 8,018 9,406

. (i) Key management loans:

2014 2013
Beginning of the year $ 201,179 174,796
Additional loans disbursed : 527,500 103,238
Loan repayments during the year (38,326) (76,855)
Interest charged ‘ 31,881 14,586
Interest received ' (31.881) (14.586)
End of the year $ __ 690,353 201,17

The rate of interest on loans ranged between 6% to 10% (2013 - 5% to 10%).
Key management loans include both mortgages and consumer loans,

No impairment provision has been recognised in respect of the above loans for 2014 or 2013.

(i) Related company balances and transactions:

201

2014
Due to related company $ .. 58053 __ -
Due from related company $ __158,084 ___ 256000

Due from/to related company balances are unsecured, interest free and repayable within a year.
Management fees of $144,000 were paid to a related company during 2014,

Customer deposit batance and interest charged to related party are disclosed in Note 10.
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8.  Property and Equipment

Year ended March 31, 2014

Cost
Balance, April 1, 2012
Additions

Balance, March 31, 2013

Balance, April 1, 2013
Additions
Disposals

Balance, March 31, 2014

Accumulated Depreciation
Bafance, Aprit 1, 2012
Depreciation charge

Balance, March 31, 2013

Batance, April 1, 2013
Depreciation charge
Disposal

Balance, March 31, 2014

Net Book Value
March 31, 2012

March 31, 2013
March 31, 2014

B

Furniture

Leasehoid and Motor
improvements eguipment vehicles Total
625,607 1,069,635 1,268,110 2,963,352
1.140 66,416 - 67,556
626,747 1,136,051 1,268,110 3,030,908
626,747 1,136,051 1,268,110 3,030,908
- 657,351 - 657,351
(2,085) - (250,000) (252.085)
824,662 1,793,402 1018110 3436174
497,238 856,935 840,887 2,195,060
43,289 99,088 146,754 289131
540,527 956,023 987,641 2.484 191
540,527 956,023 987,641 2,484,191
17,727 87,946 135,209 240,882
- - (237.500) {237.500)
558,254 1,043,969 885.350 2487 573
128,369 212,700 427,223 768 292
—...86.220 —_180,028 - 200469 __ 546717
66408 749,433 132,760 - 948601
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9.  Other Assets
2014 2013
Prepayments and deferred expenses $ 178,966 151,487
Premiums receivable 1,364,848 779,252
Other receivables 1.228,742 1,060,735
$ 2,772,556 1,991,454
10. Customer Deposits
These amounts are categorised as follows;
2014 2013
Time deposits $ 115,688,184 98,555,778
Related party 18,275,038 20,807,642
interest payable 2104546 1,818,437
$ 137,067,768 21,181

The rate of interest on deposits varied between 3.00% to 6.75% for the year (2013 - 3.00% to 6.75%).
Interest charged on related party balances was $1,007,802 (2013 - $912,639).
A portfolio of mortgage loans has been pledged as security for certain customer deposits totalling

$18,800,000 (2013 - $18,800,000).

11. Other Liabilities

2014 2013

Insurance premiums $ 1,989,158 1,307,338
Other 179,189 193,408
Withholding tax (recoverabie) payable 2,726 (37,735)
Accrued expenses : 142,415 58.737
$ 2,313,488 1,521,748
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12. Loans Payabie

2014 2013
National Insurance Board (i) $ 2,500,000 -
Housing Credit Fund (ii) 17,777,671 19,043,773

$ 20277671 19,043,773
(i) The National Insurance Board loan has a term of 5 years and interest on this loan is 5.25% per

annum.

(i) The Housing Credit Fund loan is comprised of several individual loans. Interest on these loans is
charged at the rate of 4.25% (2013 - 4.25%) per annum and each loan is for a term of 25 years.

The Company has not had any defaults of principal, interest or other breaches with respect to its loans
payable during the years ended March 31, 2014 and 2013.

13. _ Taxation

The corporation tax expense for the year is as follows:

201 2013
Current tax $ 166,882 295,984
Under provision of prior year current tax - 29,827
Deferred tax charge (release) 52.804 (15,392)
Taxation charge $ .. 219686 __ 310419

The tax on the Company’s income before taxation differs from the theoretical amount that would arise
using the statutory rate of corporation tax as follows:

2014 2013
Income before taxation $ _1337994 1318504
Tax calculated at a rate of 25% (2013 - 25%) $ 334,498 329,626
income not subject to tax (88,431) (35,838)
Effect of different tax rates {6,454) {11,339)
Group relief (104,490) (46,563)
Expenses not deductible for tax purposes 22,244 29,335
Movement on deferred tax asset not recognised 35,234 14,328
Prior year under provision - current tax - 29,827
Prior year under provision - deferred tax 25,938 -
Other 1,147 1,043
Taxation charge $§ __ 219686 310,419
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13. Taxation...continued

Deferred taxation

201 2013
Beginning of year $ 29,326 42,158
Deferred tax charge (release) _ 52,804 (15,392)
Deferred tax on fair value (loss) gain (345) 2,560
End of year $ 81,785 29,326

The deferred tax asset not recognised in the financial statements relates to the St. Lucia branch and
consists of the following components (calculated at a tax rate of 30%):

2014 2013
Accelerated tax depreciation $ (1,576) 6,826
Unuiitised tax losses (165,935} {207.513)

$ _(167,511) __(200,687)

The Company has accumulated losses in the St. Lucia branch for tax purposes which may be carried
forward and set off against future taxable income as foliows:

Year of Losses : Losses Expiry
Loss B/fwd Incurred Utilised Expired CiFwd Date
2008 $ 234,314 - 52,437 181,877 - 2014
2009 97,383 - _ - - 97,383 2015
2010 44,017 - - - 44,017 2016
2011 57,777 - - - 57,777 2017
2012 205,852 - - - 205,852 2018
2013 45,474 - - - 45474 2019
2014 - 102.616 - - 102,616 2020

$ 684817  _102616  _ 52437 _181877 _ 553119

These losses are as computed by the Company in its corporation tax returns and have as yet neither
been confirmed nor disputed by the Commissioner of Inland Revenue.
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14.

15.

Share Capital

Authorised
Unlimited number of common shares of no par value
Unlimited number of 8.5% cumulative preference shares of no par vaiue

Issued
At the reporting date, the following shares were issued and outstanding:

Shares 3
201 201 014 2013

Common shares 5,734,032 1,234,032 5,734,032 1,234,032
8.6% Cumulative preference shares 1,563,027 1,563,027 1,563,027 1.563,027

1297059 _2.797,0589 _7297,059 . 2,797,059

The preference shares are redeemable at the option of the Company and no dividends were paid
during the year.

During the year, the Company issued 4,500,000 common shares to its parent company for
consideration of $4,500,000.

Other Reserves

i)

i)

Statutory reserve

Under the provisions of the Financial Institutions Act, the Company is required to transfer a
minimum of 15% of its after tax profits to a reserve fund until such fund equals the share capital. A
transfer of $167,746 was required during 2014 (2013 - Nil).

014 2013
Balance — beginning of year ‘ $ 2,797,059 2,797,059
Transfer to statutory reserve 167.746 -
Balance — end of year $ _2964.805 2,797,059

General reserve

The general banking reserve represents the difference between the loan loss reserve
requirements in accordance with statutory requirements compared to the loan loss provision
calculated in accordance with IFRS.

2014 2013
Balance — beginning of year $ 500,000 500,000
Transfer from general banking reserve - -
Balance — end of year ' $ __500000 ___ 500000

22



CAPITA FINANCIAL SERVICES INC.

Notes to the Financial Statements

For the year ended March 31, 2014

(Expressed in Barbados dollars)

15.

16.

17.

Other Reserves...continued

ili) Fair value reserve

The fair value reserve represents the net effect of fair value gains/ (losses) on available-for-sale
investment securities heid.

The movement on the fair value reserve for the year is as follows:

2014 2013
Balance ~ beginning of year $ (41,177) (48,857)
Unrealized fair value (loss) gain — net of tax (1.037) 7.680
Balance —end of year (42.214) (41.177)
Total other reserves $ _3422501 _ 3255882

Commitments and Contingent Liabilities
Contingent liabilities

At March 31, 2014, unutilised commitments to extend cradit for mortgages and other joans amounted
to $17,725,387 (2013 - $19,206,541).

Operating lease commitments
Where the Company is the lessee, the future minimum lease payments under non-canceliabie
operating leases are as follows:

2014 2013

No later than 1 year $ 570,831 319.598
Interest Income

2014 2013

Loans and advances $ 10,532,461 9,196,268

Fixed deposits 181,043 208,386

Debt securities 680,500 804,582

$ 11394004 _10.209236
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18. Interest Expense

Customer deposits
Other borrowings

19. Other income

Brokerage commissions

Fees and commissions
Leases

Gain on disposal of equipment
Dividend income

Other operating income

Gain on disposal of asset

20. Salaries and Other Staff Costs

Salaries and wages
National Insurance
Pension costis
Other costs

2014 2013
5,638,688 5,042 402
786,817 845 679
6425505 _5.888,081
2014 2012
556,625 396,475
525,080 555,175
13,560 13,560
35,500 -
8,472 19,542
27,479 23,329
4045 265,290
1,171,661 1,273.371
2014 2013
1,271,485 1,218,582
83,847 77,720
89,681 92,083
90,636 102,023
1535648  _ 1.490.408
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21.

Financial Risk Management

The Company's activities expose it to a variety of risks which include credit risk, foreign exchange risk,
interest rate risk, liquidity risk and operational risk. The Company’s risk management policies are
designed to identify and analyse these risks, to set appropriate limits and controls, and to monitor the
risks and adherence limits by means of reliable and up-to-date information systems. The Company
regularly reviews its risk management policies and systems to reflect changes and emerging best
practices.

Risk management is carried out by management under policies approved by the Board of Directors.
The Board provides written principles and policies for overall risk management.

Credit risk management

The Company takes on exposure to credit risk, which is the risk that a counterparty will cause a

. financial loss to the Company by failing to discharge its obligation. Credit exposures arise principally in

lending activities that lead to loans and advances, and investment activities that bring debt securities
into the Company's asset portfolio. There is also credit risk in off-statement of financial position
financial instruments, such as commitments. Credit risk management and control are performed by
the credit risk management team of the Company and reported to the Board of Directors regularly.

a} Loans and advances

In measuring credit risk of loans and advances to customers, the Company considers the ‘probability
of defauit' by the client and the likely recovery ratio on the defaulted obligations (the 'loss given
default’). The Company assesses the probability of default of individual customers using internai
delinquency reports showing loan in arrears.

b) Debt securities

For debt securities, credit risk exposure is managed by investing in low risk Government Bonds and
monitoring the credit rating of the bonds and the related sovereign.
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21,

Financial Risk Management...continued
Risk limit control and mitigation policies
The Company manages limits and controls concentrations of credit risk wherever they are identified.

The Company employs a range of policies and practices to mitigate credit risk. The most traditional of
these is the taking of securify for funds advanced, which is common practice. The Company
implements guidelines on the acceptability of specific classes of collateral or credit risk mitigation. The
principal collateral types for loans and advances are;

e Bills of sale over vehicles and equipment;
» Mortgages over residential and commercial properfies;
e Charges over business assets such as premises, inventory and accounts receivable;

» Charges over financial instruments such as cash, debt securities and equities.

Credit-related commitments

The primary purpose of these instruments is to ensure that funds are available to a customer as
required. Commitments to extend credit represent unused portions of authorisations to extend credit in
the form of loans. With respect to credit risk on commitments to extend credit, the Company is
potentially exposed to loss in an amount equal to the total unused commitments.

However, the likely amount of loss is less than the total unused commitments, as most commitments to
extend credit are contingent upon customers maintaining specific credit standards. The Company
monitors the term to maturity of credit commitments because longer-term commitments generally have
a greater degree of credit risk than shorter-term commitments.

Impairment and provisioning policies

impairment provisions are recognised for financial reporting purposes only for losses that have been
incurred at the reporting date based on objective evidence of impairment (see Note 2e).

The Company’s. policy requires the review of individual financial assets that are above materiality
thresholds at least annually or more regularly when individual circumstances require. Impairment
allowances on individually assessed accounts are determined by an evaluation of the incurred loss at
the reporting date on a case-by-case basis, and are applied to all individually significant accounts.

The assessment normally encompasses coliateral held (including re-confirmation of its enforceability)
and the anticipated receipts for that individual account.

Collectively assessed impairment allowances are provided for: (i) portfolios of homogenous assets that
are individually below materiality thresholds; and (ii) losses that have been incurred but have not yet
been identified, by using the available historical experience, experienced judgment and statistical
techniques.
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21. Financial Risk Management ...continued

Maximum exposure to credit risk before collateral held or other credit enhancements

201 2013
Credit risk exposures relating to on-statement of financial position
assets are as follows;
Loans and advances to customers
Loans to individuals
- Consumer loans $ 21,093,562 24,148,368
- Mortgages 110,493,163 80,722 536
Loans to corporate entities 8,647,751 7,835,519
Leases and interest raceivable 1.859.852 1,486,029

142094 328 124,190,452

Investment securities

- Government and other Corporate Bonds 3,181,576 3,272,398

Credit risk exposures relating to off-statement of financial position
items are as follows:

- Loan commitments 17,725 387 19,206,541
$ 163001291 146,669,391

The above table represents a worst case scenario of credit risk exposure to the Company at
March 31, 2014 and 2013, without taking account of any collateral held or other credit enhancements
attached. For statement of financial position assets, the exposures set out above are based on gross
carrying amounts as reported in the statement of financial position.

Management is confident in its ability to continue to control and sustain minimal exposure of credit risk
to the Company resuiting from both its loan and advances portfolio and debt securities based on the

following:

93% of the loans and advances portfolio is categorised in the top two grades of the internal
rating system (2013 - 93%);

Mortgage loans, which represent the biggest group in the portfolio, are backed by collateral;

93% of the loans and advances portfolio are considered to be neither past due nor impaired
(2013-93%);

The Company has introduced a more stringent selection process upon granting loans and
advances;

100% of the investment in debt securities is low risk government bonds.
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21. Financial Risk Management ...continued
Loans and advances

l.oans and advances are summarised as follows:

201 2013

Neither past due nor impaired $ 131,793,225 114,916,249
Past due but not impaired : 552,019 688,242
Impaired 9,749,084 8,585,961
Gross 142,094,328 124,190,452
Less allowance for impairment | (1,276.683) (986 .683)
Net $ J140.817.645 123.203,769

a) Loans and advances neither past due nor impaired

The credit quality of the portfolio of ioans and advances that were neither past due nor impaired can
be assessed by reference to the internal rating system adopted by Company.

2014

Term

Loans Mortgages Total
Grades
1. Pass $ 19,693,988 106,713,604 126,407,592
2. Special Mention 12,581 5,373,052 5,385.633
Totai $ _10.706,569 _112086.656 _131,793.225
2013

Term

Loans Mortgages Total
Grades
1. Pass $ 24273432 86,083,438 109,356,870
2. Special Mention - 5,569,379 5,659,379
Total 24273432 _ 00642817 114,916,249
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21. Financial Risk Management ...continued
Loans and advances ...confinued
b} Loans and advances past due but not impaired

Gross amount of loans and advances by class of customers that were past due but not impaired were

as follows: :
2014 2013
Term Term
Loans Mortgages Total Loans Mortgages Total
Up to 30 days $ 64,582 404,500 469,082 - 140,400 140,400
31 - 60 days 56,737 - 56,737 148,090 208,100 356,190
61 - 90 days 26,200 - 26,200 121,000 70.652 191,652

Total $ 147510 __ 404500 552019 _.269000 _ 419152 _ 688,242

¢} Individually impaired loans and advances

Individually impaired loans and advances to customers before taking into consideration the cash flows
from collateral held amount to $9,749,084 (2013 - $8,585,961). The breakdown of the gross amount
of individually impaired loans and advances by class, are as follows:

2014 202
Term loans $ 1,446,208 1,295,408
Mortgages 8,302,876 7,290,553

$§ _9740084 _ 8585961
Loans and advances renegotiated

Restructuring activities inciude extended payment arrangements, approved external management
plans and modification of payments. Following restructuring, a previously overdue customer account
is reset to a normal status and managed together with other similar accounts. Restructuring policies
and practices are based on indicators or criteria which, in the judgment of local management, indicate
that payment will most likely continue. These policies are kept under continuous review. Renegotiated
loans that would otherwise be past due or impaired totalled $1,430,961 at March 31, 2014
(2013 - $1,527,072).

Repossessed collateral

The Company took possession of collateral held as security in the amount of $690,730 during 2014
{2013 - $1,262,015).
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21. Financial Risk Management ...confinued

Interest rate risk

Interest rate risk arises when there is a mismatch between the size and maturity of interest earning
assets and deposit liabilities such that interest rate charges can expose the Company to earning

volatility.

Differences in contractual re-pricing or maturity dates and changes in interest rates may expose the
Company to interest rate risk. The table below summarises the Company’s exposure to interest rate
risk on its interest bearing assets and lighilities:

2014

Assets
Cash resources

Investment securities

- loans and
receivables

Loans and advances
o customers

Due from related
company
Other assetls

Total financial assets

Liabilities
Customers deposits

Due to retated
company
Loans payable

Other liabilities

Total financial fiabilities

Total inferest
repricing gap

Within Within Between Non-

: Within 3to6 6 months 1105 Over interest

Total 3 months months to 1 year years 5 years bearing

$ 30,904,033 21460,384 3,881,174 1,636,647 - - 3,925,828
3,181,576 - - 61,458 970,118 2,150,000 -
140,817,646 3322122 2,573,507 881,711 23,224,540 111,015,765 -

158,084 - - - - - 158,084

2,583,590 - - - - - 2,593,500

177,654,928 24,782,506 6454681 2,379,816 24,104,658 1 13,166,765 6,677,502
137,067,768 37,787,971 18,754,845 44,397,973 36,008,449 118,530 -
58,053 58,053 - - - - -
20,277,671 26,919 - 18,578 2,611,530 17,620,644 -

2,310,762 - - - - - 2,310,762

159,714,254 37,872,943 18,754,845 44,416,551 38,619,979 17,739,174 2,310,762

(13,090,437) (12,300,164)

{42,038,735) (14,425,321) 95,426,591
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21.

Financial Risk Management ...continued

interest rate risk ...confinued

_ Within Within Between Non-
Within 3to6 6 months 1to5 Over interest
Total 3 months months fo 1 year years 5 years bearing
2013
Assets
Cash resources $ 25,988,675 16,276,148 4,810,290 1,526,408 - - 3,375,829
Investment securities
- loans and
receivables 3,272,398 327,656 - 1,000,000 - 1,944,742 -
Loans and advances
to customers 123,203,769 1,367,180 362,135 821,749 17,230,876 103,421,829 -
Due from related
company 256,000 - - - - - 256,000
Other assets 1,839,987 - - - - - 1,839,987
Total financial assets 154,560,826 17,970,984 5,172,425 3,348,167 - 17,230,876 105,366,571 5471,816
Liabilities
Customers deposits 121,181,867 41,264,597 16,415,862 37,895,757 25,240,641 365,000 -
Due to related
company - - - - - - -
Loans payable 19,043,773 12,655 - - 319,393 18,711,725 -
Other liabilities 1,559,483 - - - - - 1,659,483
Total financial liabilities 141,785,113 41,277,252 16,415,862 37,895,757 25,560,034 19,076,725 1,659,483
Total interest
repricing gap $ {23,306,268) (11,243,437) (34,547,600) (8,329,158) 86,289,846
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21. Financial Risk Management ...confinued

Currency risk

Currency risk arises when future commercial transactions, recognized assets and liabilities are
denominated in a currency that is not the company’s functional currency.

The Company is exposed to foreign exchange risk primarily with respect to EC dollars.

Management monitors economic and political conditions in the countries in which it operates for risks

of currency fluctuations.

Total financial liabilities

2014
East
Barbados Caribbean Total
Assets
Cash resources $ 20,242,094 10,661,939 30,904,033
Investment securities
- loans and receivables 2,211,458 970,118 3,181,576
- available-for-sale 153,169 - 163,169
Loans and advances 131,343,683 9,473,962 140,817,645
. Pue from related company 158,084 - 158,084
Other assets 2.416,678 176,912 2,593,590
Total financial assets $ 156526166 . 21282931 177,808,097
Liabilities
Customer deposits $ 126,005,916 11,061,852 137,067,768
Loans payable 20,277,671 - 20,277,671
Other liabilities 2,282,496 28.266 2.310.762

$ _148.566.083 _11.090118 _159,656.201
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21, Financial Risk Management .. .continued

Currency risk ...continued

2013
East
Barbados Caribbean Total
Assets
Cash resources '$ 15,105,688 10,882,987 25,988,675
Investment securities ‘
- loans and receivables 2,227,656 1,044,742 3,272,398
- available-for-sale 189,684 - 189,684
L.oans and advances 115,541,766 7,662,003 123,203,769
- Due from related party 256,000 - 256,000
Other assets 1,796,491 43,496 1.839.987
Total financial assets $ 135117285 _19633.228 _154,750,513
Liabilities
Customer deposits $ 110,735,521 10,446,336 121,181,857
Loans payable 19,043,773 - 19,043,773
Other liabilities 1,425,633 133,850 1.559.483
Total financial liabilities $ 131204927 _ 10580186 _141,785113
Liquidity risk

Liquidity risk is the risk that the Company is unable to meet its payment obligations associated with its
financial liabifities when they fall due and to replace funds when they are withdrawn. The consequence
may be the failure to meet obligations to repay depositors and fulfill commitments to lend.

Management of the Company’s liquidity is the responsibility of the Asset and Liability Management
Committee. Management of this liquidity is performed on a daily basis. :
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21. Financial Risk Management ...confinued

Liquidity risk management approach

The Company manages its liquidity risk by performing the following:

e Day-to-day funding, managed by monitoring future cash flows to ensure that the requirements

can be met;

e Monitoring statement of financial position liquidity ratios against internal and regulatory

reguirements;

» Managing the concentration and profile of debt securities; and

» Monitoring and reporting using monthly cash flow measurement and projections including an
analysis of the contractual maturity of the financial liabilities and the expected coilection date of

the financial assets.

- The table below analyses the contractual undiscounted cash flows of the company’s financial assets
and liabilities into relevant maturity groupings based on the remaining period at the reporting date to

the contractual maturity date.

Within Between
Within 3tob Within 1o 5 Over

Total 3 months months 1 year years 5 years
2014
Assets
Cash resources $ 30,904,033 25,386,212 3,881,174 1,636,647 - -
Investment securities:
- loans and receivables 3,181,576 - - 61,458 970,118 2,150,000
Loans and advances to
customers 220,707,821 5,207,569 4,034,083 1,068,611 36,375,581 174,021,977
Due from related company 158,084 158,084 - - - -
Other assets 2,593,500 2,593,590 - - - -
Total assets 257,545 104 33,345,455 7,915,257 2,766,716 37,345699 176,171,977
Liabilities
Customer deposits 146,318,842 40,338,659 20,020,797 47,394,836 38,439,019 126,531
Other liabilities 2,282,496 2,282,496 - - - -
Due to related company 58,053 58,053 - - - -
Loans payable 30,100,200 39,959 - 27,577 3,876,558 26,156,106
Total liabilities 178,760,591 42,719,167 20,020,797 47422413 42,315,577 28,282 637
Net liquidity gap (9,373,712) (12,105,540) (44,655,697) {4,969,878) 149,889,340
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21,

Financiaf Risk Management ...continued

Liquidity risk management approach ...confinued

Within Between
Within 3tob Within 1t05 Over

Total 3 months months 1 year years 5 years
2013
Assets
Cash resources $ 25988675 19,651,977 4,810,290 1,526,408 - -
Investment securities: .
- loans and receivables 3,272,398 327,656 - 1,000,000 - 1,944,742
Loans and advances to
customers 176,078,966 1,961,422 519,536 1,178,921 24,720,247 147,698,840
Due from related company 256,000 256,000
Other assets 1,838,987 1,839,087 - - - -
Total assets 207,436,026 24,037,042 5,328,826 3,705,328 24,720,247 149,643,582
Liabilities
Customer deposits 127,420,452 44,049,957 17,523,933 40,453,721 25,003,203 389,638
Other liabilities 1,559,483 1,559,483 - - - -
Due to related company - - - - - -
Loans payable 28,720,852 18,086 - - 481,692 28,220,074
Total liabilities 157,700,787 45628,526 17,523,933 40,453,721 25484895 28,609,712
Net liquidity gap $ 49735239 (21,591,484) (12,194,107) (36,748,392) (764,648) 121,033,870

Capital management

The Company’s objectives when managing capital are:

¢ Tocomply with the capital requirements set by the regulators of financial institutions where the

Company operates;

» Tosafeguard the Company’s ability to continue as a going concern so that it can continue to
provide returns to its shareholder and benefits for other stakeholders: and

-« Tomaintain a strong capital base to support the development of its business.
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21.

22,

Financial Risk Management ...continued

Capital management...continued

Capital adequacy and the use of regulatory capital are monitored daily by the Company’s management,
employing techniques based on policies and guidelines regulated by the Financial Institutions Act. The
required information is filed with the Central Bank of Barbados on a quarterly basis.

The Central Bank of Barbados requires the Company to: (é) hold the minimum level of the regulatory
capital and (b} maintain a ratio of total regulatory capital to risk-weighted assets at or ahove the

internationally agreed minimum of 8%.

The Company has complied with all externally imposed capital requirements.

.Fair Value of Financial Instruments

The fair value of on and off statement of financial position financial instruments is based on the
valuation methods and assumptions set out in note 2 - significant accounting policies. Fair value
represents the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date and is best evidenced by a quoted
market price, if one exists.

The carrying amounts reported in the statement of financial position for cash resources, due from
related .company, other assets, due to related company and other liabilities approximate their fair
values, due to their short-term nature.

Loans and other advances result from transactions conducted in the normal course of business and
their values are not adversely affected by unusual terms. The inherent rates of interest in the portfolio
approximate market conditions. The estimated fair value of loans and advances represents the
discounted amount of estimated future cash flows expected to be received. Expected cash flows are
discounted at current market rates to determine fair value. The estimated fair value of loans is not
significantly different from their carry value.

Loans payable are carried at amounts which refiect contractual obligations and bear terms and

- conditions similar to those under market conditions.

The fair value of customer deposits with no stated maturity is assumed to be equal to their carrying
values. Deposits with fixed rate characteristics are at rates which are not significantly different from
current rates. The estimated fair value of fixed interest-bearing depesits not quoted in an active market
is based on discounted cash flows using interest rates for new debts with similar remaining maturity.
The estimated fair value of customer deposits is not significantly different from their carrying vaiue.

The fair value of available-for-sale securities is determined by reference to bid prices on the Security
Exchange.
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22, Fair Value of Financial Instruments ...continued
Determination of fair value and fair value hierarchy

The Company uses the following hierarchy for determining and disclosing the fair value of financial
instruments by valuation technigue: '

o Quoted prices {unadjusted) in active markets for identical assets or liabilities (level 1).

« Inputs other than quoted prices included within level 1 that are observable for the asset or
liability, either directly (that is, as prices) or indirectly (that is, derived from prices) (level 2).

¢ Inputs for the asset or liability that are not based on observable market data (that is,
unobservabie inputs) (level 3}.

The Company has determined that investment securities as at March 31, 2014 and 2013 are within
level 1 -of the fair value hierarchy.

23. Comparatives

Certain prior year comparatives have been reclassified to conform to the current year's presentation as
follows:

e Due from related companies of $256,000 was reclassified from ‘Other Assets’ to ‘Due from
Related Company’.
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