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

We have audited the accompanying financial statements of Capita Financial Services Inc., which comprise
the statement of financial position as of March 31, 2013, the statement of changes in equity, statement of
.comprehensive income, and the statement of cash flows for the year then ended, and a summary of
- significant accounting policies and other explanatory 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 material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditors 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, 2013, its financial performance and its cash flows
for the year then ended in accordance with International Financial Reporting Standards. :

Other Matter . : _
The financial statements of Capita Financial Services Inc. as at and for the year ended March 31, 2012 wers
audited by another auditor who expressed an unmodified opinion on those staterments on July 24, 2012.

W

Chartered Accountants
Bridgetown, Barbados
June 24, 2013

KPMG, a Barbados partnership and a member firm of the KRMG network of
Indepsndant member firms affiliated with KPMG International Cooperative
("KPMG International”) a Swiss entity.



CAPITA FINANCIAL SERVICES INC.

Statement of Financial Position

As of March 31, 2013
With comparative figures for 2012

{Expressed in Barbados dollars)

Assets
Cash resources
Investment securities
Available-for-sale
Loans and receivables
l.oans and advances
Caorporation tax recoverable
Property and equipment
Other assets

Total Assets

Liabilities and Equity

Liabilities

Customer deposits

QOther liabilities

Due to related company

Loans payable

Corporation tax payable
Deferred ioan commitment fees
Deferred taxation

Total Liabilities
Equity
Share capital
Other reserves
Retained earnings
Total Equity

Total Liabilities and Equity

oyt ; oY
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$
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013 2012
25,988,675 31,777,452
189,684 424,066
3,272,398 4,214,891
123,203,769 107,369,598
380,367 380,367
546,717 768,292
2,247 454 1,760,043
155,829,064 146.694,709
121,181,857 111,478,370
1,521,748 1,545,453

- 228,000
19,043,773 20,439,623
172,113 52,099
517 563 562,187
29,326 42,158
142,466,380 134,347,790
2,797,059 2,797,059
3,255,882 3,248,202
7,309,743 6,301,658
13,362,684 12,346,919
155,829,064 146,694,709

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

Approved by the Board of Directors

}&‘},’) C‘M Director

....... CLV%I.MZ.\ _ Director




CAPITA FINANCIAL SERVICES INC.

Statement of Changes in Equity

For the year ended March 31, 2013
With comparative figures for 2012

(Expressed in Barbados dolfars)

Notes
Balance as of Marcﬁ 31, 2011
Net income for the year
Total other comprehensive loss
Transfer from ganeral
banking reserve 15

Balance as of March 31, 2012
Net income for the year
Total other comprehensive income

Balance as of March 31 . 2013

Share Other Retained

Capital Reserves Earnings Totai

$ 2,797,059 3,852,216 5,133,126 11,782,407
- . 576,919 576,919
- (12,401) - {(12,401)

- (591,613) 591,613 -

2,797,059 3,248,202 6,301,658 12,346,919

- - 1,008,085 1,008,085

- 7.680 - 7.680
$_27097.060 _3256882 7300743 13362684

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




CAPITA FINANCIAL SERVICES INC.

Statement of Comprehensive income

For the year ended March 31, 2013
With comparative figures for 2012

(Expressed in Barbados dolfars)

Notes 2013 2012

Interest income 17 3 10,209,236 9,372,331
Interest expense 18 (5.888,081) (5.411.100)
Net interest income 4,321,155 3,961,231
Other income 19 1.273.371 872477
Net interest and other income 5594 526 4 833,708
Operating expenses
Salaries and other staff costs 20 1,490,408 1,486,032
Occupancy costs 417,402 350,594
Loan impairment charge - 6 100,000 129,000
Other operating expenses 1,979,081 1,810,944
Depreciation 8 289131 303,514
Total operating éxpenses 4,276,022 4,080,084
Income bhefore taxation 1,318,504 753,624
Taxation charge : 13 {310.419) {176.705)
Net income for the year 1,008,085 576,919
Other comprehensive income
Unrealised fair value gain (loss) on

available for-sale investment securities, net 7.680 {12.401)
Net comprehensive income for the year $ 1,015,765 564.518

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




CAPITA FINANCIAL SERVICES INC.

Statement of Cash Flows

For the year ended March 31, 2013
With comparative figures for 2012

(Expressed in Barbados dollars)

Notes

Cash flows from operating activities
Income before taxation
Adjustments for:
Depreciation
Interest income
Interest expense
Dividend income
Loan impairment charge
Gain on disposal of plant and equipment
Gain on disposal of investment

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

(Decrease) increase in other liabilities
{Decrease} increase in due io related company
Decrease in deferred loan commitment fees

Net cash {(used in) from operations
Interest received

Interest paid

Taxes paid

Net cash (used in) from operating activities

Cash flows from investing activities
increase of other term deposits
Purchase of investment securities
Sale of investment securities
Purchase of equipment

Proceeds from sale of equipment
Dividend income received

Net cash generated from (used in) investing activities

$

201 2012
1,318,504 753,624
289,131 303,514
(10,209,236) (9,372,331)
5,888,081 5,411,100
(19,542) (12,489)
100,000 129,000
- (150)
(265.290) -
(2,898,352) (2,787,732)
(250,000) (699,904)
(15,529,433) (1,263,956)
(487,411) (184,799)
10,519,383 27,659,155
(23,705) 139,199
(228,000) 144,000
(44.624) (45.629)
(8,942,142) 22,960,334
9,791,733 9,252,481
(6,703,977) (3,806,165)
(205.797) (413,741)
(6,060,183) 27,992,909
(1,279,791) (9,394,477)
(1,044,742) (730,729)
2,509,912 -
(67,556) (90,841)
- 929
19.542 12,489
137,365 (10.202.629)




CAPITA FINANCIAL SERVICES INC.

Statement of Cash Flows

For the year ended March 31, 2013
With comparative figures for 2012

(Expressed in Barbados doflars)

Notes 2013 2012
Cash flows from financing activities _
Repayment of loans payable (1.395,750) (4.577.750)
Net cash used in financing activities (1.395,750) (4,577 750)
Net (decrease) increase in cash and cash equivalents for the year (7,318,568) 13,212,530
Cash and cash equivalents - beginning of year _ 19,257,146 6.044 616
Cash and cash equivalents - end of year 4 $ _.11938578 _ 19257146

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, 2013

(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 lil of the Financial Institutions Act 1996-16. The Company’s
registered office is located at Walrond Street, Bridgetown, 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 Policies

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 by the Board of Directors on June 24, 2013.
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 standards, amendments and interpretations.

IFRS7 - Disclosures — Transfers of financial assets (Amendments) (effective July 1, 2011)

Adoption of these revised standards and interpretations did not have an effect on the financial
perfermance and position of the Company.




CAPITA FINANCIAL SERVICES INC.

Notes to the Financial Statements

For the year ended March 31, 2013

(Expressed in Barbados dollars)

(@)

Significant Accounting Policies... continued

Basis of preparation...continued

Changes in accounting policies and disclosures...continued

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 7

IFRS 9
IFRS 10
IFRS 11
IFRS 12
IFRS 13
IAS 1
1AS 12
IAS 18
IAS 27
IAS 28
IAS 32

1

!

Disclosures — Offsetting financial assets and financial liabilities (Amendments)
(effective January 1, 2013)

Financial Instruments (effective January 1, 2015)

Consolidated Financial Statements (effective January 1, 2013)

Joint Arrangements (effective January 1, 2013)

Disclosure of Interests in Other Entities (effective January 1, 2013)

Fair Value Measurement (effective January 1, 2013)

Presentation of ltems of Other Comprehensive Income (effective July 1, 2012)

Deferred Tax Recovery of Underlying Assets (Amendments) (effective January 1, 2013)

Employee Benefits (Revised) (effective January 1, 2013)

Separate Financial Statements (Revised) (effective January 1, 2013)

Investments in Associates and Joint Ventures (effective January 1, 2013)

Offsetting Financial Assets and Financial Liabilities (Amendment} (effective January 1,
2014)

The Company has not yet determined the impact of these standards on future financial statements.




CAPITA FINANCIAL SERVICES INC.

Notes to the Financial Statements

For the year ended March 31, 2013

(Expressed in Barbados dollars)

(o)

(c)

Significant Accounting Policies. ..continued

Financial assefs

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 of, 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).

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




CAPITA FINANCIAL SERVICES INC.

Notes to the Financial Statements

For the year ended March 31, 2013

{Expressed in Barbados dollars)

(d)

(e)
()]

Significant Accounting Policies ...confinued

Cash and cash equivalents

For the purpose of the statement of cash flows, 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 assets

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.

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;

Breach of loan covenants or conditions;

Initiation of bankruptcy proceedings;

Deterioration of the borrower’s competitive position; and
Deterioration in the value of collateral.

* & 8 2 5 @

The estimated period between a loss occurring and its identification is determined by management
and is estimated to be approximately 12 months.

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 includes the asset in a group of
financial assets 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.

10



CAPITA FINANCIAL SERVICES INC.

Notes to the Financial Statements

For the year ended March 31, 2013

{Expressed in Barbados dollars)

{e)
(i)

(i)

{0

Significant accounting policies ...continued
Impairment of financial assets...continued

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 previously recognised in profit and loss - is removed from equity
and recognised in the statement of comprehensive income (loss). Impairment losses 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 fo 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 [oans to ensure that all criteria are met and that future payments are likely to occur. The
joans continue to be subject to an individual or collective impairment assessment, calculated using the
loan’s original effective interest rate.

Property and equipment
Property and equipment is stated at historical cost less accumulated depreciation. Historical cost
includes expenditure that is directly attributable 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. All 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 less salvage over their expecied 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 impaimnent whenever evehts or changes in
circumstances indicate that the carrying amount may not be recoverable.

1l



CAPITA FINANCIAL SERVICES INC.

Notes to the Financial Statements

For the year ended March 31, 2013

(Expressed in Barbados dollars)

0

(@)

(h)

()

Significant Accounting Policies ...continued

Property and equipment ...continued
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 have an indefinite useful life are not subject to amortisation and are tested annually for
impairment. 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 value 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 & constant periodic rate of return).

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 assefs and liabilities denominated in foreign currencies are transiated into Barbados dollars
at the rates of exchange ru!ing 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).

12



CAPITA FINANCIAL SERVICES INC.

Notes to the Financial Statements

For the year ended March 31, 2013

(Expressed in Barbados dollars)

0

0

(k)

U

Significant Accounting Policies ...continued

Foreign currency translation ...continued

Assets and liabilities of the St. Lucia branch are translated into the Company’s presentation currency
at the rate of exchange as at the reporting date, and the income statement is translated at the
weighted average exchange rates for the year. Exchange differences arising on translation are taken
directly {o 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 recognlsed 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 liabifity. In calculating this rate, cash flows are
estimated considering all contractual terms of the financial instrument but not considering future credit
losses. The calculation inciudes all fees paid or received between parties to the contract that are an
integral 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 recognised using the rate of interest used to discount the future
cash flows for the purpose of measuring the impairment loss.

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 liability 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
avaitable 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 contributions 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.

13



CAPITA FINANCIAL SERVICES INC,

Notes to the Financial Statements

For the year ended March 31, 2013

(Expressed in Barbados dollars)

(o)

(p)

Significant Accounting Policies ...continued

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

Provisions 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 cutflow of
resources will be required to settle 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
follows;

(a) Impairment losses on foans and advances

The Company reviews its individually significant loans and advances at each reporting date to assess
whether an impairment loss should be recorded in the statement of comprehensive income (loss). In
particular, 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 allowance.

Loans and advances that have been assessed individually and found not to be impaired and all
individually insignificant loans and advances are then assessed collectively. The collective
assessment takes account of data from the loan portfolio (such as levels of arrears, credit utilisation,
loan to collateral ratios, etc.), and judgments to the effect of concentrations of risks and economic data
(including levels of unemployment, real estate price indices, country risk and the performance of
different individual companies).

(b} Impairment of avaifable 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. In making this judgment, the Company evaluates among
other factors, the normal volatility in share price. In addition, impairment may be appropriate when
there is evidence of deterioration in the financial health of the investee, industry and sector
performance, changes in technology, and operational and financing cash flows.

14



CAPITA FINANCIAL SERVICES INC.
Notes to .the Financial Statements
For the year ended March 31, 2013

(Expressed in Barbados dollars)

3.  Critical Accounting Estimates and Judgments ...continued

(¢c) Fair value of financial instruments

Where the fair values of financiai assets and financial liabilities recorded on the statement of financial
position cannot be derived from active markets, they are determined using a variety of valuation
techniques that include the use of mathematical models. The inputs to these models are derived from
observable market data where possible, but where observable market data are not available, judgment
is required to establish fair values.

(d) income faxes

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 outcome is different from the
amounts that were initiaily 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:

201 012
Bark balances b 3,302,482 5,520,837
Short term deposits 8,836,096 13,736,308
Cash and cash equivalents - 11,938,578 19,257,146
Other term deposits 10,674,268 8,394,477
Mandatory reserve deposits with Central Bank of Barbados 3.375.829 3,125.829
Total cash resources $ _25988675 _31,777.452

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, 2013, cash resources with the exception of mandatory reserve deposits with Central
Bank carry interest at rates varying between 0.50% to 5% per annum (2012 - 0.50% to 5%).

15



CAPITA FINANCIAL SERVICES INC.
Notes to the Financial Statements
For the year ended March 31, 2013

(Expressed in Barbados dolfars})

5. Investment Securities

Investment securities consist of:

Carrying Value Fair Value
2013 012 2013 2012
Available-for-sale
Quoted investments
Fortress Caribbean Property Fund  § 18,559 20,488 18,559 20,488
Insurance Corporation of Barbados 20,580 20,580 20,580 20,580
Scotia Investments Ltd Jamaica 24,436 14,900 24 436 14,900
Guardian Holdings 26,670 19,777 26,670 19,777
Sagicor Financial Corporation 35,135 40,000 35,135 40,000
Royatl Bank of Canada 64,304 63,699 64,304 63,699
Ansa McAl - 89,400 - 89 400
Clico Balanced Fund Inc. - 59,572 - 59,572
Neal and Massy Holdings - 45 477 - 45,477
One Caribbean Media - 25,173 - 25173
189,684 399,066 189,684 399,066
Unquoted investments
Cotton Park Corporation - 25,000 - 25.000
189,684 424 066 189.684 424 066
Loans and receivables '
-7.05% Simpson Finance Limited Bond - 2,000,000 - 2,000,000
7% Government of Barbados Bond 400,000 400,000 409,880 379,840
7.38% Government of Barbados Bond 500,000 500,000 507,700 473,400
7% Government of St. Lucia 1,044,742 - 1,054,563 -
4.25% Government of Barbados Bond 1.250.000 1,250,000 1,253,800 1.251.750
- 3,194,742 4,150,000 3,226,043 4,104,990
Accrued interest receivable 77,656 64891 77.656 64.891
3,272,398 4,214,891 3,303,699 4,169,881
Less impairment - - - ~
3.272.3388 4,214,891 3.303.699 4,169,881
Total Investment Securities $_3462082 _4.638957 _ 3493383 _ 4593947

The Company has a regulatory requirement to maintain 1.5% of total domestic deposits as a security

reserve. At March 31, 2013, the amount reserved was $2,150,000 (2012 - $2,150,000).
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{Expressed in Barbados dollars)

6. ] oans and Advances

2013 2012

Morigages:
Third party $ 98,410,920 90,428,909
. Related party 50,000 174,796
Car/consumer loans 24,243 503 16,547,640
Leases 28,770 52 415
Interest receivable 1,457,259 1.052,521

124,190,452 108,256,281
Less: Provision for loan impairment _ (986,683) (886,683)

$ 123203760 107,369,508

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

2013 012
Balance - beginning of year 3 886,683 757,683
Charge during the year 100,000 129,000
Balance - end of year $ ____ 086683 ___ 886,683
Individual impairment $ 841,683 741,683
Collective impairment 145,000 145,000
Balance - end of year $ __ 986,683 §86.683

The effective rate of interest on mortgages varies between 6.25% and 9% (2012 - 6.25% and 8%) per
annum while the rates on car and land loans vary between 5.75% and 22% (2012 - 6% and 22%) per
annum. The term of mortgage loans does not exceed 25 years.

Car loans are secured by individual bills of sale, while land loans are secured by first legal mortgages.
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7.  Related Party Balances and Transactions
Related parties include those entities and individuals that have the ability' to control or exercise

significant inflience over the company in making financial or operational decisions, and entities that
are controlled, jointly controlled or significantly influenced by them.

(i) Key management compensation

[
—
[£3]
L]
g
3% ]

Salaries and allowances $ 568,356 570,347
National insurance 17,020 22,088
Pension costs 37,712 36,805
Other costs 9,406 5227

{ii) Key management loans:

201 2012
.Beginning of the year $ 174,796 225,090
Additional loans disbursed 103,238 -
Loan repayments during the year {76,855) {60,294)
Interest charged 14,586 12,721
Interest received (14,586) (12,721)
End of the year | $ 201,179 174,796

The rate of interest on loans ranged between 6% to 10% (2012 - 6% to 10%).
Key management loans include both mortgages and consumer loans.

No impairment provision has been recognised in respect of the above loans for 2013 or 2012,

{(iii) Related company balances and transactions:

013 2012

Due to related company
Management fees 3 -

— 228,000
Due from related company (included in other assets — note 9) $ 256,000 12,000
Management fees of $144,000 were paid to related companies during 2013.

Related party balances are unsecured, interest free and repayable within a year.
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8. Property and Equipment

. Furniture
Leasehold and Motor

improvements  equipment vehicles Total
Year ended March 31, 2013
Cost
Balance , April 1, 2011 $ 617,993 987,187 1,268,110 2,873,290
Additions 8,393 82,448 - 90,841
Disposals (779) - - (779)
Balance, March 31, 2012 625,607 1,069,635 1,268.110 2,963,352
Balance, April 1, 2012 625,607 1,069,635 1,268,110 2,963,352
Additions 1,140 66.416 - 67,556
Balance, March 31, 2013 626,747 1,136,051 1.268.110 3,030,908
Accumulated Depreciation
Balance, April 1, 2011 423,726 774,687 693,133 1,891,546
Depreciation charge 73512 82,248 147,754 303,514
Balance, March 31, 2012 497 238 856,935 840.887 2,195,060
Balance, April 1, 2012 497,238 856,935 840,887 2,195,080
Depreciation charge 43,289 99,088 146,754 289,131
Balance, March 31, 2012 540,527 956,023 987.641 _ 2484 181
Net Book Value :
March 31, 2011 __ 194267 . 212,500 574 977 981,744
March 31, 2012 _ 128,369 212,700 427223 768,292
March 31, 2013 __ 86220 180028  __280469 __ 546717
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9, Other Assets

2013 2012
Prepayments and deferred expenses $ 151,467 165,751
Premiums receivable 779,252 674,544
Other receivables 1,316,735 929,748

$ _2247.454 1,760,043
Included in other receivables is an amount of $256,000 (2012: $12,000) due by a related party (see
note 7).
10. Customer Deposits

These amounts are cateqorised as follows:

013 2012
Time deposits $ 98,555,778 88,293,817
Related party 20,807,642 20,550,220
Interest payable 1,818,437 2,634,333

$ 121,181,857 111.478.370

The rate of interest on deposits varied between 3.00% to 6.75% for the year (2012 - 3.00% to 6.75%).
Interest charged on related party balances was $912,639 (2012- $814,929).
A portfolio of mortgage loans has been pledged as security for certain customer deposits totalling

$18,800,000 (2012 - $18,800,000). At March 31, 2012 a floating charge of $15,000,000 over these
" deposits had been formalized.
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11. Other Liabilities

2013 2012
Insurance premiums $ 1,307,338 1,447,252
Other 193,408 -
Withholding tax {recoverable) payable (37,735) 75,508
Accrued expenses 58,737 22,693

$ 1,521,748 1,545 453

12, Loans Payable
2013 2012

Housing Credit Fund $ _18,043773  _20,439523

These loans comprise several individual loans from the Housing Credit Fund. Interest on these loans
is charged at the rate of 4.25% (2012 - 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 ioans
payable during the years ended March 31, 2013 and 2012,
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13. Taxation

The corporation tax expense for the year is as follows:

013 2012
Current tax $ 285,984 182,250
Under provision of prior year current tax 29,827 -
Deferred tax release (15,392) (5.,545)
Taxation charge $ 310.419 176,705

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:

2013 2012
Income before taxation $ _ 1318504 __ 753624
Tax calculated at a rate of 25% (2012 - 25%) $ 329,626 188,406
Income not subject to tax (35,838) (38,614)
Effect of different tax rates (11,339) (9,979)
Group relief {46,563) (33,728)
Expenses not deductible for tax purposes 29,335 35,709
Movement on deferred tax asset not recognised _ 14,328 74,469
Prior year (over) under provision - current tax 29,827 (14,984)
Cther 1.043 (24.564)
Taxation charge $ 310,419 178,705
Deferred taxation

2013 2012
Beginning of year _ $ 42,158 51,837
Deferred tax — release (15,392) (5,545)
Deferred tax on fair value gain (loss) 2,560 (4.134)

End of year 3 29,326 42,158
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13. Taxation ...continued

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%):

2013 2012
Accelerated tax depreciation $ 6,826 5443
Unutilised tax losses . (207,513) {301,887)

$ _.(200687) __ (296.444)

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 follows:

" Year of Losses Losses Expiry
Loss Bffwd Incurred Utilised Expired C/Fwd Date
2007 $ 366,947 - - 366,947 - 2013
2008 234,314 - - - 234,314 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 - 52,368 - - 52,368 2019

$ _1,006,290 __52.368 - 366,947 691,711

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
Uniimited 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 $

Common shares 1,234,032 1,234,032
8.5% Cumulative preference shares 1,563,027 1,563,027
2,797,059 2.797.059

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

Other Reserves

i) Statutory reserve

if)

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.
No transfer is required since the reserve fund is equal to the Company's share capital.

2013 2012
Balance — beginning and end of year $ 2797059 2,797,059

General reserve

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

2013 201
Balance - beginning of year 3 500,000 1,001,613
Transfer from general banking reserve - (591,613)
Balance - end of year $ ___500000 _ 500000
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15.

16.

Other Reserves...continued
iii) Fair value reserve

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

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

2013 2012
Balance - beginning of year $ {(48,857) {36,456)
Unrealized fair value (loss)} gain — net of tax 7.680 (12.401)
Balance - end of year (41.177) (48,857)
Total other reserves $ 3,255,882 3,248 202

Commitments‘and contingent liabilities
Contingent liabilities

At March 31, 2013, unutilised commitments to extend credit for mortgages and other loans amounted
to $19,206,541 (2012- $13,700,200).

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

013 2012

No later than 1 year $ ___ 319596 __ 319,596

Legal proceedings

The Company is engaged in @ number of legal proceedings refating to the collection of delinquent
loans. However, based on the advice of the legal counsel it is not practicable to determine the
potential loss to the Company.
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7. Interest Income

Loans and advances
Fixed deposits
Debt securities

18. Interest Expense

Customer deposits
Qther 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 costs
Other costs

2013 2012
9,196,268 8,599,342
208,386 123,551
804,582 649,438
10209236 _9372.331
2013 2012
5,042,402 4,473,881
845679 937,219
5,888,081 5.411,100
2013 2012
396,475 251,358
555,175 494,368
13,560 64,212
- 150
19,542 12,489
23,329 49,900
265,290 -
1,273,371 872,477
2013 2012
1,218,582 1,199,471
77,720 77,421
92,083 94,714
102,023 114,426
1,490,408 1,486,032
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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
financiat loss to the Company by failing to discharge its obligation. Credit exposures arise principally in
lending activities that lead te 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 reflects two components;
(i) the ‘probability of default’ by the client; and (ii) the likely recovery ratio on the defaulted obligations
{the ‘loss given default’).

These credit risk measurements, which reflect expected loss must also comply with the Central Bank
of Barbados provisioning guidelines. These guidelines can be contrasted with impairment allowances
required under IAS 39, which are based on losses that have been incurred at the reporting date (the
‘incurred loss model’) rather than expected losses,
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21, Financial Risk Management...continued

Credit risk management. . continued

a) Loans and advances...continued

i)

ii}

The Company assesses the probability of default of individual customers using internal rating
tools tailored to the various categories of customers. They have been developed based on the
Central Bank of Barbados and the Eastern Caribbean Central Bank’s reporting requirements
and combine statistical analysis with credit officer judgment and are validated, where
appropriate, by comparison with externally available data. Clients of the Company are
segmented into five rating classes. The Company's rating scale, which is shown below,
reflects the range of default probabilities defined for each rating class. This means that, in
principle, exposures migrate between classes as the assessment of their probability of default
changes.

Company’s internal rating scale

Company’s rating Description of the grade Provision required
1 Pass 0%

2 Special mention 0%

3 Sub-standard 10%

4 Doubtful 50%

5 Loss 100%

Exposure at default is based on the amounts the Company expects to be owed at the time of
default.

b) Debt securities

For debt securities, credit risk exposure is managed by investing in low risk Government Bonds.
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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.
Some other specific control and mitigation measures are outlined below.

a) Collateral

The Company employs a range of policies and practices to mitigate credit risk. The most traditional of
these is the taking of security 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:

Bills of sale over vehicles and equipment;

Mortgages over residential and commercial properties; 7
Charges over business assets such as premises, inventory and accounts receivable;
Charges over financial instruments such as cash, debt securities and equities.

b} 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 egual 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.
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21.

Financial Risk Management ...continued
Impairment and provisioning policies

The internal rating system described in Note 2 (a) focuses more on credit-quality mapping from the

inception of the lending activities. In contrast, 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). Due to the different methodologies applied, the amount of

incurred credit losses provided for in the financial statements is usually lower than the amount

determined from the expected loss model that is used for internal operational management purposes.

The impairment provision shown in the statement of financial position at year-end is derived from each
of the five internal rating grades. However, the majority of the impairment provision comes from the 4
and 5 grading. The table below shows the associated impairment provision percentage for each of the
Company’s internal rating categories relating to loans and advances.

Company’s rating

Loans and advances (%)

2013 2012
1. Pass 88.06 85.54
2. Special mention 4.48 5.46
3. Sub-standard 7.07 8.70
4, Doubtiul 0.30 0.18
5. Loss 0.09 0.11

—100.00 100.00

The internal rating tool assists management to determine whether objective evidence of impairment
exists under IAS 39, based on the following criteria set out by the Company:

e Delinquency in contractual payments of principal or interest;

» Cash flow difficulties experienced by the borrower (e.g. equity ratio, net income percentage of
sales);

Breach of loan covenants or conditions;

Initiation of bankruptcy proceedings;

Deterioration of the borrower's competitive position; and

Deterioration in the value of collateral.

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.
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21,

Financial Risk Management ...continued

Impairment and provisioning policies ...continued

~ The assessment normally encompasses collateral 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 (i) losses that have been incurred but have not yet
been identified, by using the available historical experience, experienced judgment and statistical

techniques. :

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

013
Credit risk exposures relating to on-statement of financial position
assets are as follows:
Loans and advances to customers:
Loans to individuals:
- Consumer loans : $ 24,146,368
- Mortgages 90,722,536
Loans to corporate entities 7,835,519
Leases and interest receivable 1,486,029
Investment securities
- Government and other Corporate Bonds 3,272,398
Credit risk exposures relating to off-statement of financial position
items are as follows:
- Loan commitments 19,206,541
$ 146,669,391

The above table represents a worst case scenario of credit risk exposure to the Company at
March 31, 2013 and 2012, 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.

N
—
N

16,547,640
83,459,240
7,144,465
1,104,936

4,214 891

13.700.200

17 2
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21. Financial Risk Management ...confinued

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

Management is confident in its ability to continue to control and sustain minimal exposure of credit risk
o the Company resulting 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 (2012 - 91%);

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
(2012 - 91%);

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

Approximately 88% of the investment in debt securities is low risk government bonds.

Loans and advances

Loans and advances are summarised as follows:

013 2012
Neither past due nor impaired $ 114,916,249 96,560,641
Past due but not impaired 688,242 1,144,700
Impaired 3.585,961 10,650,840
Gross 124,190,452 108,256,281
Less allowance for impairment {986.683) (886.683)
Net $ 123203760 107,360,508
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21. Financial Risk Management ...continued
Loans and advances ...confinued
a) Loans and advances neither past due nor impaired

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

2013 Term

Loans Mecrtgages Total
Grades ;
1. Pass $ 24,273,432 85,083,438 109,356,870
2. Special Mention : - 5,659,379 5,559,379
Total ‘ $ 24273432 90 642,-§17 114,916,249
2012 Term

Loans Mortgages Total
Grades
1. Pass $ 9,008,737 81,686,504 90,695,241
2. Special Mention - 5,865 400 5,865,400
Total $ _9008737 87551904 _96,560641

33



CAPITA FINANCIAL SERVICES INC.

Notes to the Financial Statements
For the year ended March 31, 2013

(Expressed in Barbados dolfars)

21. Financial Risk Management ...confinued

Loans and advances ...confinued

b) Loans and advances pasf due but not impaired

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

as follows:
2013 2012
Term Term

Loans Mortgages Total Leans  Mortgages Total
Upto 30 days $ - 140,400 140,400 - 480,000 480,000
31-60days 148,090 208,100 356,190 78,300 402,800 488,100
61 - 90 days 121,000 70.652 191.6562 28,000 148,600 176,600
Total $ _269,090 419,152 688,242 106,300 _1.038400 _1,144,700

¢} Individually impaired loans and advances

Individually impaired ioans and advances to customers before taking into consideration the cash flows
from collateral held amount to $8,585,961 (2012 - $10,550,940). The breakdown of the gross amount

of individually impaired loans and advances by class, are as foliows:

Term loans
Mortgages

20

3 2012

1,295,408 1,633,738

7,290,553 8,917,202

$ _86.585961 _10.550,940

34



CAPITA FINANCIAL SERVICES INC.

Notes to the Financial Statements
For the year ended March 31, 2013

{Expressed in Barbados dolflars)

21. Financiai Risk Management ...continued
Loans and advances ...continued
Loans and advances renegotiated

Restructuring activities include 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 $337,080 at March 31, 2013
(2012 - $209,500).

Repossessed collateral

The Company took possession of collateral held as security in the amount of $1,262,915 during 2013
(2012 - $574,071).
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continued

21. Financial Risk Management ...

Interest rate risk

Interest rate risk arises when there is a mismatch between the size and maturity of inferest 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 liabilities:

Within Within Between Non-
Within 3to6 6 months 1itob Over interest
Total 3 months months 1o 1 year years 5 years bearing
2013
Assets
Cash resources $ 250988,675 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 - 1,844,742 -
Loans and advances ‘
to customers 123,203,769 1,367,180 362,135 821,748 17,230,876 103,421,829 -
Cther assels 2,095 987 - - - - - 2,095,987
Total financial assets 154,560,829 17,970,984 5,172,425 3,348,157 17,230,876 105,366,571 5,471,816
Liabilities
Customers deposits 121,181,857 41,264,597 16,415,862 37,885,767 25,240,641 365,000 -
Due to related
company - - - - - - -
Loans payable 19,043,773 12,655 - - 319,383 18,711,725 -
Other liabilities 1,559,483 - - - - - 1,559,483
Total financial liabilities 141,785,113 41,277,252 16,415,862 37,805,757 25560,034 19,076,725 1,559,483
Total interest
repricing gap $ (23,306,268) (11,243,437) (34,547,600) (8,329,158) 86,289,845
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21.

Financial Risk Management .. confinued

Interest rate risk ...continued

2012

Assets
Cash resources

Investment securities

- loans and
receivables

Loans and advances
to customers

Other assets

Total financial assets

Liabilities
Customers deposits

Due to related
company
Loans payable

Other liabilities

Total financial liabilities

Total interest
repricing gap

Within Within Between. Non-

Within 3to6 6 months 1t05 QOver interest

Total 3 months months to1year years 5 years bearing

$ 31,777.452 19,257,146 9,394 477 - - - 3,125,829
4,214,891 64,891 2,000,000 - 2,150,000 - -
107,368,598 538,537 96,839 576,350 22,794,858 83,363,014 -

1,604,292 - - - - 1,604,292

144,966,233 19,860,574 11,491,316 576,350 24,944 858 83,363,014 4,730,121
111,478,370 29,271,315 19,909,881 37,704,746 21,592,428 3,000,000 -

228,000 - - - - - 228,000
20,439,523 - - - 545,034 19,894 489 -

1,469,945 - - - - - 1,469,945

133,615,838 29,271,315 19,909,881 37,704,746 22,137,462 22,894,489 1,697,945

(9,410,741) (8,418,565) (37,128,396) 2,807,396 60,468,525

37



CAPITA FINANCIAL SERVICES INC.
Notes to the Financial Statements
For the year ended March 31, 2013

(Expressed in Barbados dollars)

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 cbmpany is exposed to foreign exchange risk arising from various currency exposures, primarily
with respect to EC dollars.

Management's policy is to have asset and liabilities denominated in currencies that have a fixed
exchange rate vis-a-vis the functional currency. Management monitors economic and political
conditions in the countries in which it operates for risks of currency fluctuations.

2013
East
Barbados Caribbean us 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
Loans and advances 115,541,766 7,682,003 123,203,769
Other assets 2.052.491 43.496 - 2,095 987
Total financial assets $ 135117.285 19,633,228 - 154,750,513
Liabilities
- Customer deposits $ 110,735521 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 $ 131,204 0,186 - 141 13
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21,

Financial Risk Management ...

Currency risk ...continued

2012

Assets

Cash resources
Investment securities
- joans and receivables
- available-for-sale
Loans and advances
Other assets

Total financial assets
Liabilities

Customer deposits

Due to related company
Loans payable

Other liabilities

Totai financial liabilities

Liquidity risk

continued
East
Barbados Caribbean us Total
$ 25,158,557 6,618,895 - 31,777,452
4,214,891 - - 4,214,891
424 066 - - 424 066
100,684,988 6,684,610 - 107,369,598
1.508.728 95 564 - 1.604 292
$ 131991230 13,399,069 - 145,390,299
$ 100,141,353 11,337,017 - 111,478,370
228,000 - - 228 000
20,439,523 - - 20,438,623
1417737 52,208 - 1,469,945
$ 122226613 11,389,225 -

133,615,838

Liquidity risk is the risk that the Company is unable to meet its payment obligations associated with its

financial liabilties 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.

The Company ensures that as far as possible, it will always have sufficient liquidity to meet its liabilities
when due, without incurring unacceptabie losses or risking damage to the Company’s reputation.

Management of the Company's liquidity is the responsibility of the President, the CEO and the
Manager of Finance and Planning. Management of this liquidity is performed on a daily basis.
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21.

Financial Risk Management ... continued

Liquidity risk management approach

The Company manages its liguidity risk by performing the following:

° Day-to-déy funding, managed by monitoring future cash flows to ensure that the requirements

cah 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 take the form of monthly cash flow measurement and projections. The
starting point for those projections is an analysis of the contractual maturity of the financial
liabifities and the expected collection date of the financial assets.

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

2013

Assets

Cash resources
investment securities:
- loans and
receivables

Loans and advances
to customers

Other assets

Total assets
Liabilities

Customer deposits
Other liabilities

Due to related company
Loans payable

Total liabilities

Net liguidity gap

Within Between
Within 306 Within 105 Over
Total 3 months months 1 year years 5 years
$ 25988675 19,651,977 4.810,290 1,526,408 - -
3,272,398 327,656 - 1,000,000 - 1,944 742
176,078,966 1,961,422 519,536 1.178,921 24,720,247 147,698,840
2,095,987 2,095,987 - - - -
' 207,436,026 24,037,042 5,329,826 3,705,329 24,720,247 140,643,582
127,420,452 44,049,957 17,523,933 40,453,721 25,003,203 389,638
1,559,483 1,559,483 - - - -
28,720,852 19,086 - - 481,692 28,220,074
157,700,787 45,628,526 17,523,933 40,453,721 25,484,895 28,609,712
$ _49,735239 (21,591,484) (12,194,107) {36,748,392) (764,648) 121;033,870
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21. Financial Risk Management ...continued

Liquidity risk management approach ...continued

Within

Between
Within 306 Within 1o b Over
Total 3 months months 1year years 5 years
2012
Assets
Cash resources $ 31,777.452 22,382,975 9,394 477 - - -
Investment securities:
- loans and receivables 4214 891 64,891 2,000,000 - 2,150,000 -
Loans and advances
to customers 183,621,379 922,420 165,868 987,187 39,043,624 142,502,280
Other assets 1,604,292 1,604,292 - - - -
Total assets 221,218,014 24,974,578 11,560,345 987,187 41,193,624 142,502,280
Liabilities
Customer deposits 116,191,009 31,247,129 21253798 40,249,316 20,237,766 3,202,500
Other liabilities 1,469,945 1,469,945 - - - -
Due to related company 228,000 228,000 - - - -
Loans payable 31,683,007 - - - 844 849 30,838,158
Total liabilities 149,571,961 32,945,074 21253798 40,249,816 21,082,615 34,040,658
Net liquidity gap $ 71,646,053 (7,970,496) (9,693,453) (39,262,629) 20,111 ,009 108,461,622

Capital management

The Company’s objectives when managing capital, which is a broader concept than the ‘equity’ on the
face of the statement of financial position, are:

» To comply with the capital requirements set by the regulators of financial institutions where the

Company operates;

» To safeguard 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.. continusd

Capital adequacy and the use of regulatory capital are monitored daily by the Company’s management,
employing techniques based on policies and guidefines 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 each financial institution to: (a) hold the minimum level of the
regulatory capital and (b) maintain a ratio of total regulatory capital to risk-weighted assets at or above
the internationally agreed minimum of 8%.

The Company has complied with ail 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 amount at which financial instruments may be exchanged in an arm’s length transaction
between willing parties under no compulsion to transact and is best evidenced by a quoted market -
price.

The table below summarises the carrying amounts and fair values of those financial assets and
liabilities not presented on the Company’s statement of financial position at their fair value.

Carrying Value Fair value

' 2013 2012 2013 2012
Financial assets
Cash resources 25,988,675 31,777,452 25,988,675 31,777,452
Investment securities 3,462,082 4,638,957 3,493,383 4,593,947
Loans and advances 123,203,769 107,369,598 111,513,566 106,373,130
Other assets 2,095,987 1,604,292 2,095,087 1,604,292
Financial liabilities
Customer deposits 121,181,857 111,478,370 121,181,857 111,478,370
Due to related company - 228,000 - 228,000
Loans payable 19,043,773 20,439,523 23,161,602 24,603,475
Other liabilities 1,559,483 1,469,945 1,559,483 1,469,945

42



CAPITA FINANCIAL SERVICES INC.

Notes to the Financial Statements

" ( : For the year ended March 31, 2013

(Expressed in Barbados dollars)

[ 22. Fair Value of Financial Instruments ...continued

i

i)

i)

i vi)

Cash resources and other liabilities

The carrying amounts reported in the statement of financial position for these assets and liabilities
approximate their fair values, due to their short-term nature.

Loans and advances

These assets resuit 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.

Loans payable

These items are caried at amounts which reflect contractual obligations and bear terms and
conditions similar to those under market conditions.

Custorner deposits

The fair value of items 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 deposits not quoted in an active market is
based on discounted cash flows using interest rates for new debts with similar remaining maturity.
Investment securities

The fair value of available-for-sale securities is determined by reference to bid prices on the
security eéxchange.,
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22. Financial Risk Management ...confinued

Determination of fair value and fair value hierarchy

The Company uses the following hierarchy for determining and disclosing the fair value of financiai

instruments by valuation technique:

*  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).

e iInputs for the asset or liability that are not based on observable market data (that is,

unobservable inputs) (level 3),

The following table presents the Company’s assets and liabilities that are measured at fair value at
March 31, 2013 and 2012,

Investment securities - 2013

Available-for-sale
- Equity securities

Total assets

Investment securities - 2012

Available-for-sale
- Equity securities

Total assets

Total

Level 1 Level 2 Level 3 Balance

$ 189.684 - - 189 684
$ 189684 - - ... 189.684
Totai

Level 1 Leve] 2 Level 3 Balance

$ 399,066 - 25000 424 066
$ 390066 - 25000 _ _ 424,066

The fair value of financial instruments traded in active markets is based on quoted market prices at the
reporting date. A market is regarded as active if quoted prices are readily and regularly available from
an exchange, dealer, broker, industry Company, pricing service, or regulatory agency, and those
prices represent actual and regularly occurring market transactions on an arm's tength basis.
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22. Fair Value of Financial Instruments...continued

23.

Fair value estimation ...confinued

The quoted market price used for financial assets held by the Company is the current bid price. These
instruments are included in fevel 1.

The fair value of financial instruments that are not traded in an active market is determined by using
valuation techniques. These valuation techniques maximise the use of cbservable market data where
it is available and rely as little as possible on entity specific estimates. If all significant inputs required
to value an instrument are observable, the instrument is included in level 2.

If one or more of the significant inputs is not based on observable market data, the instrument is
included in ievel 3.

During the year, the level 3 financial instrument was sold and gains on disposal of investment
amounting to $231,000 and was recorded in the statement of comprehensive income (loss).

Specific valuation techniques used to value financia! instruments include:

e The fair value of available for sale debt securities is calculated as the present value of the
estimated future cash flows based on yield curves. ‘
s Quoted market prices or dealer quotes for similar instruments.

» Other techniques, such as discounted cash flow analysis, are used to determine fair value for
the remaining financial instruments.

Comparatives

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

* The 2012 amount presented as ‘Other Assets’ within Note 21 - Financial Risk Management and
- Note 22 — Fair Value has been updated to exclude prepaid expenses of $155,751.
¢ The 2012 amount presented as ‘Other Liabilities’ within Note 21 - Financial Risk Management
and Note 22 — Fair Value has been updated to exclude withhelding taxes of $75,508.
e Within Note 17 — Interest income the 2012 amount of 347,694, has been reclassified from
‘interest income on fixed deposit’ to ‘interest income on debt securities’.
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