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PRICEVATERHOUSE(COPERS

April 16, 2010
Independent Auditor’s Report

T'a the Sharehnlders of
East Caribbean Financial Holding Company Limited

Report on the OGoancial stalemenis

W have awhitcd th accompanying conselulated Anancial statcments of East Caribbean Financial Holding
Company Limited (the Company) and its subsidiaries (the Group) which comprise the consolidated balance
sheel as of Docember 31, 2009 and the consoelidated statemenis of ineoms, comprehensive mncoms, changes in
equity and cash tlows for the yvear then ended and a summary of dignificant accounting policies and other
cxplanatory nols.

Management's Responsibility for the Financial Statements

Management is responsible tor the preparation and fair presentation of these consolidated tinancial
staloments o accordance wilh nlcmabional Finaneial Reporting Stamdacds, This responsibilily meludes:
dedigning, implementing and maintaining internal control relevant to the preparatiom and fair
prosentalion ol lnaneial statemenls that are ee Trom material masstatemenl, whother dus to lawd or
errar, selecting and applyving appropriate accounting policies:; and making accounting estitnates that are
reasonable in the circumstances.

Auditor's Responsibility

Char responsibility is to express an opinion on these consolidated financial statements based on our
adil, We conducted our awdn i accondanee wilh Inlomational Standands on Auwditmg, Thoss
Standards require that we comply with ethical requirements and plan and pertorin the audit to obtain
reasonable assurance whether the financial statements are free from material misstatement.
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Auditor’s Responsibility... continued

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s 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 auditor considers 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 1s sufficient and appropriate to provide a basis for
our audit opinion.

Opinion
In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the financial position of the Group as of December 31, 2009, and its financial performance

and its cash flows for the year then ended in accordance with International Financial Reporting
Standards.

Bicnelfitionc Lo

Chartered Accountants



East Caribbean Financial Holding Company Limited

Consolidated Balance Sheet
As of December 31, 2009

{in thousands of Fastern Caribbean dollars)

Assets

("ash and balances with Central Bank (MNots 6)

Treasury bills (Note 7)
Deposits with other banks (Nole 8
Financial asscis held lor trading (Note 9)

Deposits with non-hank financial institutions {Note 101
Loans and receivables - loans and advances to customers (~ote 11)

- bonds (Note 13)

Investiment securilics (Nole 14)
Pledged assels (Mol 13)
Due [rom reinsurers

Due trom insurance aFents, hrakers and policyholders
e

Income tax recoverab

Investment in associate and joint venture (Note 16)

Properly and cquipment (Mot 17)
Invesiment properlics (Nole 18)
Intangible assels (Nole 19)

Other assets (Note 200)

Retirement benefit asset { Mote 22)
Total assets

Liabilitics

Deposits from banks {Note 23)
Due to customers (Note 24)

Other lunding instruments (Nole 135)
Due to reinsurers

Insurance claims and deferred revenue
Dividends pavahle

Income tax payable

Borrowings (Note 25)

Other liabilitics (Note 26

Delerred tax liabilities (Noele 27)
Total liabilities

Equity

Share capital {Note 28)
Contributed caEitaI {Note 29)
Reserves (Note 31)

Revaluation surplus

Unrealized loss on investments
Retained earnings

Attributable to the Company’s cquily holders
Naon - controlling interests in equity {Note 30}

Total cquity

Total liabilities and equity

Approved by the Board of Directors on April 14, 2010

m Dhrector

20019 2008
L] LI
TG00 82850
8,228 17,282
192 987 157,157
G672 85,018
2,503 7837
1,314,827 1231680
6,159 6,139
279,108 287,329
57614 5184
4,729 26573
1304 1,542
I 270672
6,362 1 86y
72,704 TO,585
11,218 10,968
1,398 911
43304 33513
3,467 3 B0}
2,169,282 2,042 044
I3 Sl
12812 1,248,393
222 3009 210,178
2333 1.4a0
H.19M 6 2006
574 219
9,049 4 882
231,909 194,861
28608 33,804
3.2al 2801
1,524,758 1. 776,358
174,231 174,231
2,118 2,643
139,392 124,304
13,855 13,855
(3.737) (8.703)
17,74 28,573
343,579 334,901
045 TE5
344,524 335,080
2,164,282 2042 044
Dhrector
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East Caribbean Financial Holding Company Limited

Consolidated Statement ol Income
Lor the year ended December 31, 240029

{in thousands of Fastern (Caribbean dollars)

Interest income (Mot 34)
Interest expense (MNote 34)
Net interest income
Met fee and commission income (Note 33
et forcign exchange trading income (Note 36)
Fair value gains
Other operating income (Note 37)
Met insurance premium revenue {(Note 38)
Met insurance claims (Note 39)
Impairiment losses on loans and advances
Operating expenses (Mot H)
Operating profit
Share of loss of associate (Note 16)
Profit for the year before income tax
Income tax expense (Note 42)
Profit for the vear
Attributable to:

- Equity helders of the Company

- Nonceontrolling mnlerests (Ovolds 30)
Profit for the year

Earnings per share for profit attributable to the equity holders
of the Company during the year

- hasic

= il el

2009 2008
3000 3000
129,348 136,414
(53,120) (52,385)
76,728 84,029
17,021 16,939
10,151 3,863
1,247 €2
5,473 3,636
2,985 2963
(1,775) (2,185)
(5,88%) (1,008)
(65,619) {62,603)
40,323 51,536
(>04) (5Y)
39,819 51,447
(13,721) (4,561)
26,0108 46,386
25938 46,856
160 30
26,008 46 886
1.06 194
1.01 1.84




East Caribbean Financial Holding Company Limited
Consohidated Statement of Comprehensive Income
For the year ended December 31, 2000

{1n thousands ol Eastern Canbboan dollas)

2004 2008
£ 00 £ 00M)
Profit for the year 26,098 46,8486
Other comprehensive income
Linrealised pain{loss) on available for sale investments 4,045 {58409
Hevaluation surplus - a2
4,948 (3,457
Total comprehensive income 31,044 41,429
Total comprehensive income atiribatable to:
Equuly holders of the company 30,584 41,399
Mon-conlrolling intcrests (Noe 30) L) 30
31,06 41,4249




East Caribbean Financial Holding Company Limited

Consolidated Statement of Cash Flows
For the year ended December 31, 2009

{in thousands of Eastern Caribbean dollacs)

Cash flows from operating activities

Profit for the year before income tax

Adjustments for:
Inliresl meome (Nide 34
Intiresl cxpense (Nide 34)
Deprecuizon (Nole 17)
Provision for impairment losses on loans and advances
lfair value paing on investment pmﬁcﬂies (Wote 18)
Amortization of intangible assets (Note 19)
Unrcalised cxchange gain (Nole 30)
Ectirement benefil
Gain on disposal of properly and cquipment (Note 37)
Share of loss of associate (Note 16)

Cash Oows belon: changes m operaling asscls and habihilics

IJecreaseiincrease) in mandatory deposits with Central Bank

ncrease in loans and advances to costomers

[ncrease in other assets

Increasc/{decrease) in duc [fom insurance agends, brokors
Increas: m duc Gom! 1o 1¢ mswrers ncl
Increasc/(decrcase) in duc Lo cuslomers

nerease in other fimding instrmments

Increase/{decrease) in deposits from banks

Increas: o msuranes claims and defomed revenuc
Jecrease in other Habilities

Cash uscd 1n operalions

Income: lax pawd

Interest recerved

nterest paid
Mel cash generaled TomYused m)oporaling aclivilics
(ash flows from investing activitics
Decraage/increase) in investment securities net
g)uuruusc}fincmusc mn pladged asscls

cerease/(Increasc) in lreasury bills

Purchasc ol properly and cqupmend (Nole 17)
Purchase of imvestment in associated ¢ ny and joint venture
Purchase of intangible assets (Note 19)
Proceeds from disposal of property and equipment
Turchasc ol iInvesimenl proporlics

Met cash used in investing activities

Cash flows from financing activities
Contributed capital received

Provesds from 1ssuance of shares
Dividends paid .

Priweeds from borrowings, net

Met cash generated from financing activities
Increase/{decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year (Note 44)

2009 2008

$° 000 $° 000
39,819 51,447
(129,348) (136,414)
53120 52385
4,112 3,887

5 888 1008
254) {902)
975 1.246
1,858 703
332 (SGQ;
(11 (@
304 0
(23,501) (27.069)
3,477 (27.011)
&5.017) (107.687)
(9.791) (18.100)
238 149
(1,194) 563
34943 (61662
10.3%3 38,200
32801 (14.887)
1,984 948
(5,1960) (5498)
(40,873 (226,569
(5203 {5,356
131,549 117,574
(51,240 (50.371)
34233 (165.222)
5,6 (68,104)
(5,?7? 16.618
6.2 2,161
(6,349) 9,738
— (2.083)
(1,462) ©11)
37 248

= (183)
(1,72 (72.314)
1,000 -

- 213
{22,853) {24.334)
34,863 61.644
13,010 37.523
45,523 (200,013)
251,675 451,688
297,198 251,675




East Caribbean Financial Holding Company Limited
Noles 10 Conselidaled Financial Stalement
Decemhber 31, 20009

(i thousamds of BEastom Canbbean dellars)

1 General information

East Canbbean Fmancial Holding Company Linuted (the Company) was Gormed pussuanl b an Agreemont [or
Amaleamation ({the Agreement) dated March 31, 2001, hetween Natiemal Commercial Bank of Saint Tucia Limited
(MNCE), a company ieorporatsd in Saint Lucia and contimued under the Companies Act, 1995 of Saint Lucia and
Saml Lucta Devclopment Bank (SLDB), a company roincerporated under the same Acl Under the terms of (ha
Apresment the companies agreed to amalpamate in accordance with the provisions of the Companies Act, 1996
[rom July 1, 2001 and 1o conlinus as one company as al b date ol e Cetilicals of Amalgamalion, The
Cerlificals ol Amaleamation was ssucd on Jume 30, 2001

In adidilion 1o compliancs wilh the Companics Act of Saml Lueta, corbun eniibics within the Easl Canbboan
Financial Holding Company Limitcd Group ac subjeet 1o U provisions of the Bankmy Actl, 1991, Insurancs
Act, 1995 and International 13usiness Companies Act, 1999

The prmeipal activily ol the Group s the provision of hnancial scoviees. The registored oflies amd prncipal plce
of business of the Company s located at Mo. 1 Bridge Street, Castries, Saint Lucia.

The Company 1s listcd on the Eastem Canbbean Sceuntics Exchange,

2 Summary of significant accounting policics

The: principal accovnting polcrss applicd in the prepacation of these consolidaled Onancial stalements arc sel oul
below. ‘These policies have been conmstently applied to all the years presented, nnless otherwise stated.

Basis ol preparalion
liast Claribbean linancial Holding Company Limited s comsolidated financial statements have heen prepared in
accondance with Intemational Fuaneisl Repoding Standands (IFES).

‘The consolidated financial statemnents have been prepared under the historical cost convention, as moditied by
the revalualion of avadable-lor-sale Imancial asscls and Gnancial assels held al Gur valus throuwgh prodl or
loss classiiied i the consolidalcd balinee sheel as lnading Onancial asscls and land and tualdings classilied as
property and equipment and imvestment praperties.

The: prepacatien of [nancial stalsmenls o conlinmuly with IFRS requirss the vse of cerlain erilpzal accounlmy
estimates. It alan requites management to exercise its judgement in the process of applving the Group’s accounting
policics. The arcas involving a lugher degres of judgemend or complesily or arcas whers assumplions and
celimales are sigulicant 1o the conselidated lmancial stalements are disclosed i Mot 4.



East Caribbean Financial Holding Company Limited
Noies 1o Consolidaied Financial Sialement
December 31, 22

(in thousands of Easlem Canbbean dollas)

2 Summary of significant accomnting policies .. coniined

(1) Standards and amendmenis clleclive and relevant o the Group
The: lllowing standards and amendments 1o casting standards have been published and are mandalory for
the Group’s accomnting periods bepimming on or after JTanuary 1, 2009 or Tater periods,

IFRS 8, Operatiny sepments’, eplaces IAS 14, 'Seement reporling', ‘Disclosurcs aboul scgmenis of an
enterprise and related information’ (effective January 1, 2000, Under the requirements of the revised
slundard, the Group’s cxlemal scgmenl reporling 15 bascd on the milcmal reporling 1o the Board of
Dircelors (o als lunclion as the chocel operaling docision-maker), which makes diccisions on the
allocatiom of resources and assess the performance of the reportable seaments. The application of ITRS &
has nol had any maicnal el lor the Group bul has an impact on scgment disclosure and on the
measurcmenl bascs wilhin scgmoents.

IAS | Revised), Presentation of fmancial statements’ (clective rom JTanwary 1 20090, The revised
slundard prolubils the proscolation of dems of meome and capenses (that 15, 'non-owner changcs in
equity") in the statement of changes in equity, requiting 'non-owner changes in equity’ are to be
prosenied separalcly fom owner changes incquily, All nen-owner changes i cguily 15 requared 1o e
shown 1n a peclommancs slalement, bul colilics can choose whother 1o presenl one porlormance
statement (the statement of comprehensive income) or two statements (the income statement anid
slalemenl of comprehensive meome). Whers enlilics restals or reclassily comparalive mlmmalion. thoy
are requared 1o proscol o restaled balance sheel as at the boginning comparative penod m addilion 1o the
current requirement to present balance sheets at the end of the current period and comparative period.
The company has applicd IAS 1 (Revised) Inom 1 Tanuary 2009, The company has sclecled the oplion o
prosenl bwoe slalemenids { the stalemend of neome and statemenl of comprehonsive ineoma),

IFRS 7 {Amenchments), Financial mstruments; Disolosures” (clleetive fom March 1, 20090, The
amendmenl requires enhanced disclosurcs aboul Gair value moasurcments and Lgudiy risk In
particular, the amendment requires disclosure of fair value measurements by level of a fair value
measurcmenl crarchy, The adoplion of the amoendment resulls 1 addibonal disclosurcs bul does ot
have an mpact on the Gnancial position or (e comprehensive meome of the Group.

LAS 36 (Amendment), Tmpasment of assets' (cllcelive Tom January 120090, Where G value less
cowls o sell 15 caloulated on Ut basis of discountcd cash Oows, disclosures squavalent 1o those lor
value-in-use caleulation are made.

IAS 38 (Amendment), Talomeible assets(clleelive [rom January 1 20090, A propavmenl may ondy be
recognised in the event that payment has been mads in advance of obtaining riaht of access to soads or
recaipl of suovices. The amendment deleles the wornding thal statos U thers 1s 'rarcly, 1over' supporl for
use of a methesd thal resulls ina lower rate ol amortisalion than the straight e method. The amendment
does not have an impact on the (Group’s operations as all intangible assets are amortised using the atraight
line method.



East Caribbean Financial Holding Company Limited
Wotes to Consolidated Tinancial Statcment
December 31, 2009

{in thousands of Eastern Caribbean dollacs)

2 Summary of significant acconnting policies. . continued

{a) Standards and amendments effective and relevant to the Group... continueed
o AT I9 idmendment), ‘Employee benefits” (effective from January 1, 2009). The amendment clarifies
that a plan amendment that results in a change in the extent to which benefit promizez are affected by
future salary mereases is a enctarlment, while an amendment that changss benefits attributable to past

BETVICE QIVES Tise 10 a negative past service cost if it results in a reduction in the present values of the
defined benefit obligation.

- The detimtion of return on plan assets has beon amended to stats that plan administration costs ars
deducted in the calculation of return on plan assetz only to the extent that such costs have been
excluded from measurement of the defined benefit obligation,

- The distinction between short term and long term emplovee bensfits is based on whether benefits
are due to be settled within or atter 12 months of emplovee service being rendered.

s [45 37, ‘Frovisions, contingent labiittes and confingent assets’, requires contingent liabilitiss to be
disclosed, not recognised. TAS 19 has been amended to be consistent.

o JAS 2T ¢dAmendment), 'Consolidated and separate financial statements " (effective from 1 January 2009).
Where an investment in a subsidiary that 1s accounted for under TAS 39, ‘Financial instruments:
recognition and measurement” is classified as held for sale under IFR3 5, ‘Non-current assets held for
sale and discontinued operations’, [AS 39 continues to be applied. The amendment has no impact on the

Group’s operations because 1t is the group’s policy for an investment in subsidiary to be recorded at cost
in the standalons accounts of the entity.

¢ A5 40 s Amendment). Tavestrment property’ {and conssquential amendiments to [TAS 16) (sffsctive from
1 Janvary 2009, Property that 15 under constraction or developtment for futurs use as investment property
is within the scope of IAS 40. Where the fair valus model iz applied, such property is, therefore, measured
at fair value, However, where fair value of investment property under construction is not reliably

measnrable, the propenty 15 measured at cost otil the earlier of the dats construction is completsd and the
date at which fair value becomes reliably measurable.

10



East Caribbean Financial Holding Company Limited
Noies 10 Conselidaied Financial Sialement
December 31, 209

{in thousands of Eastern Caribbean dollars)

2 Summary of significant accounting policies. . continued

(b} Standards revised and issued but not yet effective
The followmg standards have been issued and are mandatory for the Group’s accounting periods beginning
on or after July 1, 2009 or later periods and are expected to be relevant to the Group:

145 27 (Revised), Consolidated ond separate financial statements (effective from 1 July 2009). The
revised standard requires the effects of all transactions with non-controlling interests to be recorded in
equity 1f there is no change mn control and these transactions will no longer result in goodwill or gaing and
losses. The standard also specifics the accounting when control is lost. Any remaining intersst in the
entity is re-measured to fair valus and a gain or loss is recognized in profit or loss. The Group will apply
IAS 27 (Revised) prospectively to transactions with non-controlling interssts from January 1, 2010,

IFRE 3 (Revised), ‘Busmess combinations’ (effective from 1 July 2009). The revised standard continues
to apply the acqmsition method to busimess cotmbinations, with some significant changes. For example,
all payments to purchase a business are to be recorded at fair value at the acquisition date, with
contingsnt payments classified as debt subsequently re-measured through the income statement. There iz
a choice on an acquisition-by-acqmsition basis to measure the non-controlling interest in the acquirse
either at fair vale or at the non-controlling intersst’s proportionate share of the acquiree’s net assets, All
acquisition-related costs should be expensed. The Group will apply IFRS 3 (Revized) prospsctively to
all busmess combimations trom Janvary 1, 2010,

o JFRS W Fiancial mstruments paret §: Classification and measiurement’ effective from January 1, 2013)

IFES 9 was issved m November 2009 and replaces those parts of TAS 39 relating to the clasmﬁcatmn
and measurcment of financial asscts. loy features arc as follows:

- <Fmancil asscls arc requared 1o be classiicd inlo bwvo measurement calegoncs: those W be moasorcd
subscquenily al Gar value, and those W be measurcd subsequently al amorliscd cosl, The decision 1s
to be made at initial recognition. The classification depends on the entity™s business model for
minaging ils Imancial instruments and the contraclual cash low charactenstics of the instoument.

- *Aninstroment is subsequently measred at amortised cost only it it is a debt instrmnent and hoth
the objuctive ol the colily’s business modcl 15 Lo hold thi assed 1o collect the conlraclual cash Dows,
and the assiel’s conlraciual cash Nows reprosent only paymenls of principal and mlorest (Ul s, 1l
has enly *bagic loan featires™). All other debt instruments are to be measured at fair value through
preil or loss.

- =All equity instrments are to be measured subsequently at fair value. luquity instriments that are
held for irading will be measured al laic valus woweh profit or less, For all edber aquity
mvieslments, an imevocable cleclion can be made o nulial recognilion. 1o recogniss wircalised and
realised fair value gaing and losses throngh other comprehensive income rather than profit or loss.
There 15 W be oo reeyeling of fair value gains amd losses 1o prolil or loss, Tlhis clecdion may be
mitdi: om an mslrumeent-by-mnsirument basis, Dividonds ace o be plu&bﬂlud 1 profit or loss. as long
ag they represent a retarn on investment. While adoption of IIFRS 2 ix imandatory from 1 Jamoary
2013, carhicr acloplion 1 permaticd. The Growp 1s conswlenng (e wmplications of ‘the standardl, (he
wmpicl on the Group and the iming of 11s adoplion

() Eurly adoplion of slandards
The Group did nol carly-adopl new or amendad standacds in 2009,

11



East Caribbean Financial Holding Company Limited
Noles 1o Consolidaled Financial Statement
December 31, 20009

{1n thousands of Eastern Canbbean dollacs)

2

Smminary of significant accounting policies . confinued

Consolidaiion

The [nancial statements of the subsidianes vsed Lo prepare the consolidaled Lnancial stalemenls were prieparcd
as of the parent company’s reporting date. 'The consolidation principles are unchanged as apgainst the previous
YL

‘The comsolidated financial statements of the Group comprise the financial statements of the parent entity and all
subsidiancs as of Docember 31, 2009,

{a) Subgidiaries

Sulrsihiarics are all colitics ovor whach the Group has the power to govern the hnancial and operating policics

gencrally accompanying a sharcholding of merc than one hall of the voling nghts. The castence and cleel of
potential voting rights that are currently exercisable or comvertible are considered when assessing whether the

Group conlrols ancdher eotily, Subsidiarics are lully consolidaticd om the dati on which conirol 1s translerred
i the Group, They anc de-conselidatcd Tom the dali that conlrol ceascs.

The resulis of the substdiancs acquined or disposeid of during the year arc included 1n the consolidated stalcmeni
ol meome Tom e elictive acquisiiion date or wp e the clietive date on which control ceascs, as appropriate,

Intcr-company ransactions. balances and unrcaliscd gains on transactions belween group companics arc
climmated, Unrcaliscd losses ars alse elinunaled unless the transaction provides evidence of mpairment of the
asset transferred.

The nlsgration of the sulsidiares wle the consolidaled Onancial stalcmenits 15 based on consistent accounling
and valuation imethods Tor siimilar transactions and other occurrences under similar circumstances.

Avzcounling [or business combimalions under IFRS 5 only applics 1l 15 considered that a business has becn
acquired. Under IFRS 3, -lusiness combinations’, a business iz defined as an inteprated set of activities and
assicls conductod and mamaged Lor the purposs of providing a relum (o investors or lower costs or olher cconomic
benilils dircetly and proportienately (o pelicvholders or parlicipants. A business gencrally consists of inputs,
processed applied to those inputs, and resulting outputs that are, or will be, used to generate revenues. If soodwill
s presonl g lransloned sol ol aclivilics and asscls, the lanslemed sel s prosumed Lo be a business.

For acquisitions meeting the definition of a business, the acquisition method of accounting is nsed. The cost of
an acouisilion s moaswcd as the T value ol the assels given, cquily instruments 1ssucd and labililics incurred
or assumicd al the date of cachangs, plus costs direetly attnbutabli 1o the acquisilion. Identihable asscls acquired
and labilities and contingent Hahilities assumed in a business combination are measured initially at their fair
values al the acquistlion dale, nrespoelive ol the cxtonl of any non-conirolling inlercst. The excess ol the cosl of
aeguesilion over the Gur valus of the Group®s share of (he wdentifiable net asscls acquired 15 recorded as goodwaill

Any goodwill arsing om il conselidation s tested Tor imparment al leasl once a year and whenever evenls
or changes m clircumstaness wdicate the nocd [or an impairment. They are wrillen down U requared. I the cost off
acquigition 14 less than the tairvalue of the Group™s share of the net assets acquired, the difference i3 recognised
dircetly i the consolidaled statement of o,

or acquigitions not meeting the detinition of a business, the Group allocates the cost between the individual
phcnlfiable asscls and liabiibics, The cost of acquircd assels and labililics 15 delemmined by (a) accounling for
lnancial asseis and habilitics al Uuear Gur value at the scquisilion date as measured 1n accordance with TAS 39,
linancial instruments: Recognition and meanrement”; and (b) allocating the remaining balance of the cost of
purchasing the assels and labilibics (o e individual asscls and habilitics, other than (inancial instruments, bascd
on thoir relativi Lair valucs al the acquisition date,
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Summary of significant accounting policies .. coninuad

Consolidatinn .. cosrigred

b Transaclions and non-conlrolling micrests

‘The (iroup applies a policy of treating transactions with non-controlling interests as transactions with equity
owners of the Group. lor purchases from non-contralling interests, the difterence between any consideration
pand and thi relovanl share acquircd of the camryimy valus of not asscls of he subsidiaey 1s recordad o cquaty,
Craing or losses on digposals to non-controlling interests are also recorded in equity. Interests in the equity of
subsidiaries not attributable to the parent are reported in consolidated equity as non-contralling interest. Profits
or losscs alliibutable W non-controlling teresls are reporicd o the consolidaied statement ol comprchensive
income as profit or loss attributable to non-controlling intereats.

&) Amsocilis

Associates are entities over which the Group hag signiticant influence but not control, generally accompanying a
sharehalding of between 20% and 50% of the voting rights. Investiment in associate is accounted for by the
cquily micthod of accounling aml mabially recogmsed o cost

‘The (iroup’s share of its associate’s post-acquisition profits or losses 14 recoonised in the consolidated statement of
o, aid 11s share of post-acquisilion mevemenls 1 rescrves reeoemisced i reserves, The cumulative posl-
acquisition movenents are adjusted againat the carrving amount of the investiment. When the Group s share of
lIosses in an associate equals or exceeds its interest in the associate, including any unsecured receivabiles, the Group
dowes nol recogmss luolher losses, unless 11 has imeuned obligalions or mads pavimends on bolall of the associate.

Unrealised saing on transactions between the Group and its associate are eliminated to the extent of the Group’s
wnlerest i lhe associade:, Unrealised losscs are also chioninatcd vnless the transaction provides svidenee of an
impairment of the asset transtierred.

{d) Joini veniures

A joint venture exists where the (rroup has a contractual arranseiment with one or more parties to undertake
activities typically, however not necessarily, through entities that are sulject to joint contral. "The CGroup
roecmlses inlerests g poinlly controlled cnlity using the cquily melhod, The Group’s share of the resulls of
Joint ventures is hased on financial statements inade up to a date not earlier than three months hefore the date of
the stateiment of financial position, adjusted to conform with the accounting polices of the Group. Intragroup
gains on lransactions ars elimumabed o e cxlont of the Group®s inleresl nothe invesbcs, Intogroup lesscs an
alzo elitminated unless the transaction privides evidence of iinpairment in the asset transterred.

Cash and cash equivalenis

lign the purposes of the cash flow statement, cash and cash equivalents comprise balances with lesq than three
months” maturity fron the date of acquisition including: cash and nom-restricted halances with the Central Banl:,
lrcasury bills, deposils wilh other banks, deposils wilh a non-lanl: linancial nstilulions and other shori-lerm
geciiritied.
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Smminary of significant accounting policies . conifimed

Finuncial asscis

The Group allocates lnancial asscts (o the Tollowing IAS 3% categortes: Toanetal asscls ol B value Brough
profit or loss: loang and receivables; held-to-maturity investinents: and availabde-for-sale financial assete.
hlanagement determines e elassilication of s Onancizl msbumoenis af indiz] recoemition,

{a) Iinancial assets at fair value through profit o loss

This catcgory has bwo sub-categoncs; lnancial asscts el fon rading, and those dostmated af Bur vatus thieagh
prodil or loss al meeplion, A lnancial asscl 1s classiicd s Lar vadus theough profi and loss i acqguared
principally tor the puupose of selling in the short term or #f sa desionated by managentent.

A lnaneial assel s classiicd as held Tor rading i 0 1s aequired or incumed primeipaily Gor (he pupose of sellng
or repurchasing it in the near term or if it i3 part of a povtfolio of dentified financial instmments that ae
niang ged togeiher and for which there 1s evidence of a recenl actue? pattern of shint-temm profil-taking,

Financial instruments included in this category are recomnised indtialhy at fair value; transaction

wosts are talwon dircedly e the conseludated meome stalemea, Crmes and losses arsing Bom changes o feir velome:
are neludad dircelly in the consolidaled meome staloment and are reperled as "Fai value gams, Interest meome:
and expense and dividend income and expenses on finanizial assets held for trading are included m “Net mterest
weoms, The mstruments arc derceogmscd when the rghts e weeeive cash ivws have copived oF 1he Grougr bas
translirred subslantially all the nsks and rewards of ownirship and b iransfor gealiios Doy derecomising,

{IMLoans: and reecivablos

Loans amd reccivables are non-derivalive Mnancial asscls with Gxed or deteominabl peymends 1hal arc not
quoted in an active market, other than: (a) those that the sntity intends ta selt immediately or m the short term,
which arc classificd as held Lo trading, and those G the cntily wpor brefia] recopmuon dusemuics s al D
value through profil or loss: (b) thosc that the eolily upor ietial meogeition dustmates as avarlable for sale; or
(¢} thise for which the holder may not recover substantialby all of its inihal imvestmrent. other than because of
eredil delerioration,

Loang and receivables are initially recognized at fair valve — which is the cash consideration to miptate or
purchase the loan ineluding any ansaclion costs  and mecasurcd subsoguenly al amorised cost using (he
cllcetive mlerest rle method, Loans and recorvables are reporlad m the copselidaicd balance shout o Toans and
adwvances customers or s investinent seciwities. nterest o Toans and recetvables iz incfuded in the conanlidated
slatement of ineoms, In the case ol impamaenl, the mparrment loss 15 repoded as @ deduciion ffom the camying
value ol the Loan and reecivablos and recogmiscd i the conschdalod steloment of oo,

{«) Held-lo-malunily

Hild-1o-malunly mvestments are non-derivative Dooncss] assels with fxoed or dotonninable payments amd Bxed
imaturities that the Group™s management has the positive intentom and abahty to hald to matority ather thane:

{4} those thal the Group upon iilial reeomilion designaies as gt Bar valec throwgh prodit o boss; (03 {hose (hal
the Group designates as available Tor salc: amd (&) those That mest the delimtion of keans and resavables,

‘These are initially recoonised at fair valus including divect and incremental transachon costs ave measured
subscquently al amorliscd cost, using the ellictve mnlerest mihod. Interest on hold-{p-maturily i oslmoen(s 13
i lwiled 1 the consolidaded statcment of meome, In U cesc of 2o impsinmand, the impainmund Lise 15 roportod as
a deduction from the carrving value of the investinent and recogmsed in the conaclidated staternent of income.

I ihe Group were o sell other than an mspailcanl amoun of held-Ge-maturzly assete, the aole calegory wouldd
be tainted and reclassified as available for sale.
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Summary of significant accounting policies. . contined

Financial assets . confinued

{d) Available-for-sale financial assets

Available-for-sale investments are financial assets that are 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, exchange rates or equity prices
or that are not classified as loans and receivables, held to- maturity investments or financial assets at fair value

through profit or loss,

Available-for-sale financial assets are initially recognised at fair value. which is the cash consideration including
any transaction costs, and measured subsequently at fair value with gains and losses being recognised in the
consolidated statement of comprehensive income, except for impairment losses and foreign exchange gains and
losses, until the financial asset 15 derecognised. If an available-for-sale financial asset is determined to be
impaired, the cumulative cain or loss previously recognised in the consolidated statement of comprehensive
income 14 recognised in the consolidated statement of income. Interest is calculated using the effective interest
method, and foreign currency gains and losses on monetary assets classified as available for sale are recognised
in the consolidated income statement. Dividends on available-for-sale equity instruments are recognised in the
consolidated statement of income when the Group’s right to receive payvment is established.

(&) Recognition

The Group uses trade date accounting for regular way contracts when recording financial asset transactions,
Financial assets that are transferred to a third party but do not qualify for derecognition are presented in the
consolidated balance sheet as “ Assets pledged as collateral’, if the transferee has the right to sell or repledge them.

Aguets carried at amortised cost

The Group asscsscs al cach reperting date whother there 1s objeetive evidence thal a lnancial assiel or group
off linancial assels 15 imparced. A Dooneial assel or a group of [nancial asscls 15 impaired and impairment
loases are incurred if, and only it] there is abjective evidence of impairment as a result of one or more events
Ul eecurred allor the innial recogmbion of e asscl (a “loss event™) and that loss evenl (or ¢venls) has an
mmpaet on the estimatcd luturs cash Qows of the lonancial asscl or group of Onancial assels thatl can be reliably
estitmated.

The eriteria that the Group uscs Wo detemmins thal thers 15 objective evidence of an mpairment
logy include:

(1) sigmlicant Qoaneial dillieulty of the wsuer or obligor;

tii) a breach of contract, such as a default or delinquency in interest or principal payments:

(1) the Group wanlng e the berrower, Tor coonemie or legal reasons relaling (o the borrower™s [inancial
diliculty, a concession tial the lender would ool othersise consider,

tiv) it becoming probable that the borrower will enter bankruptey or other financial reorganisation;

() the disappearance of an aclive markel [or thal linancial assel because of Onancial dulicullics; or

(w1} observable dala mudicating i thers 15 a measurable decrcase in the estimated [ulure cash Dows rom a
groupy of tinancial assets gince the initial recoenition of those assets, although the decrease cannot vet be
plcntificd with the ndividwal lnaneial asscts inothe group, including,
- adverss changes i U pavment stalus of borrowers in the group; or
- national or local sconomic conditions that correlate with defaults on the assets in the group.
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Impairment of financial assets .. cosmfdmecd
(o) Becognilion . costinyed

Assets carried at amortised cost . conipand

The estimated period between a losq oceurring and its ddentification 14 deterimined by local management for each
wentilicd porilolie. In weneral, e penoeds wsed vary bolwoen thrcs months and 12 months; in m;r.,x..]:-umml [CHETER
lomger periads are warranted.

The Group sl asscsses whother objective ovidence of impaement exasts individually Tor Onancial assels Ul anc
individually signiticant, and individually or collectively tor financial assets that are not individually sigmificant. It
the (rroup determines that no objective evidence of impairment exists tor an individually assessed financial asset,
whicther signilicant or nod. 1l ncludes the asscls noa group of Onancial asscls with sinular credil nsk chanaclorstics
and collectively asseqses them for impaitment.  Assets that are individually assessed tor impairment and for which
an impairment loss i3 or continues to be recoenised are not included in a collective assessment of iimpairment.

If there is objective evidence that an iimpairment loss on loang and receivables or held-to-matarity imvestinents
carried at amotised cost hag been incurred, the amount of the loss is measured as the ditference hetween the asset™s
carrying amount and U presend valus of the cstalcd Tutvrs cash Oows (excluding Dulure credit losscs that have not
been incurred ) discounted at the financial asset™s original effective interest rate. "The carrving amount of the asset ix
reduced throush the use of an allowance account and the amount of the loss is recognised in the consalidated
slatement of meome, Ia loan or held-o-malunty mvesiment has varable ilcrcsl ralcs., the discount ate for
imeagiring any impaitnent logq is the current effective interest rate determined under the contract. As a practical
expedient, the (roup may measure impairinent on the basis of an instrmnent’s tair value using the observable market
price.

‘Ihe caleulation of the present value of the estimated futwre cash flows of a collateralised financial asset reflects
thi cash Hows thal may or may nel resull Tom [orcelosus Less costs Tor oblaimung and sclling the collateral,
whether or not the foreclosure i3 probable.

When a loan 1s uneolleetible. i s wrillen oT agamst the related provision [or loan impairment. Such loans are
written off atter all the necessary procedures have been completed and the amount of the loss has been determined.
Subsequent recoveries of amounts previously written off decrease the amount of the provision tor the loan
imparmiil i lhe consolidatcd statement of mneome,

If, in a subsequent period, the amount of the iimpairment loss decreases and the decrease can be related
objoctively b an event oecuring aller the mpaiment was recogmised (sueh as an mprovement 1 e deblor’s
credit ratina ], the previously recognised impairment Togs is reversed by adjusting the allowance account. “The
amount of the reversal {s recogmised in the comsalidated statement of income.

Augsets classified as available for sale

The Cirowyy assesses at each balance sheet date whether there it olyjective evidence that a financial asset or a group
of linancial assels 15 impatced. Inthe cass ol equily mvestments classilicd as available [or sale. 8 sigmlicant or
prelonged decline in the fair value of the security below its cost is considersd in determining whether the assets
are impaired. It any quch evidence existy for available-tor-sale financial assets, the comulative loss measured as
e diTeronee belween e acquisiion cost amd (he current Gair valus, loss any mpanmment loss on thal inancial
asset previously recoanised in the statement of income is removed from equity and recoonised in the consolidated
atatemnent of income. Iimpairment losses recoanised in the consalidated statement of income on equity instrmments
are ool reversed throwgh the consolidaled statement of neoms, any, I s subscquenl period, the G value of
a debt instrmnent classified as available for sale increases and the increase can be objectively related to an event
accwring after the impairment Toss wad recoonised in the statement of income, the iimpairment losg i3 reversed
through the conselidated staloment of income, 1 any.
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Summary of significant accounting policies... contine:d

Offsetting financial instruments

Financial asssts and liabilities are offsct and the net amount reported in the balance sheet when there 15 a legally
enforceabls right to offset the recognized amounts and there is an intention to settle on a net basis, or realise the
asset and settle the liability simultansoushy.

Sale and repurchase agreements

Securities sold subject to repurchase agreements (“repos’) are classified n the financial statements as pledged
assets when the transferes has the right to contract or custom to sell or repledge the collateral; the covnterparty
liability is included in other funding instruments 1n the balance sheet. The difference between sale and repurchas
price is treated as interest and accrued over the life of the agreement using the effective mterest method.

Property and equipment

Land and buildings comprises mainly of branches and offices oconpied by the parent or its subsidiarics. Lar] ang
buildings are shown at fair value less subsequent depreciation for buildings. Valuations are reviewed annually by
quantity surveyors. The valuation indicated that the marlet value was consistent with the canying amount of the
respective assets in the books of the Group, All other property and equipment 15 stated at historical cost less
accumulated depreciation. Historical cost includss expenditure that 15 directly attaabutable to the acqmsition of th
items.

Subssquent expenditurss arg included in the asset’s carrving amount or are recognised as a separate asset, as
appropriate, only when it iz probable that future economic benefits associated with the item will flow to the Group
and the cost of'the itemn can be measured reliably, The carrving amount of the replaced part 15 derecogmised.  All
other repairs and maintenance ars chargsd to the consolidated statement of income dorng the financial period in
which they are incurred.

Incrsases in the carrving amount arising on revaluation of lamd and bmldings are credited to other comprehensive
income. Diecreases that offsst previous increases of the same asset are charged against other comprehensive income
all other decrsases are charged to the statement of income. Each vear the difference between depreciation based «
the revalued carrving amount of the asset charged to the statement of meome and depreciation based on the asset
original cost 1z transferred from “revaluation reserve’ to “retained samings™.

Land iz not depreciated. Depreciation on other asssts is calculated on the straight-line method to allocate theie
cost to their residual valuss over their estimated useful lives as follows:

Buildings 2%
Leasshold improvements 20533 13%
Motor vehicles 20%
Office furniture & equipment 10%5 - 20%
Computer equipment 33 1/3%

The assets’ residual valuss and usefil lives ars reviewsd, and adjusted if appropoate at cach balance sheet Jate.
An azsst’s carrving amount is written down immediately to its recoverable amount if the asset’s cany amount
is gregter than its estimated recoverable amount. The recoverable amount 15 the hagher of the asset’s faie value
less cost to sell and value in vse.

Gaing and losses on disposal are determined by comparing proceeds with carrying amoont and are included mm
the consolidated statement of income.
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Smminary of significant accounting policies. .. confmued

Investment properiics

TProperhics that ac held for long-lorm rental viclds or Tor capital approciation or ol and Uil arc notl eccupicd
Iy the entities in the consolidated aroup, are classified ag investment properties. Investiment property,
comprises [rechold land and buillding which are leased owl under operating leases, Some properics may be
partially vecupicd by the Growp, willy the rematmder ey held Gor rental ineoms or capilal appreciadion, I thal
part of the property occupied by the Group can he sold separately, the Group accounts for the portions
sparalicly, The portion thal 15 owncr-cceupicd 15 aceounted oo wider TAS 168, amd the poclon tha s held Tor
rental meeme or caplal approciation or both 1s treated as ivestmend properly wider TAS 440,

Eecomition ol investment properties takes place only when i is probable thal the fulure ceonomie benelits that
arg assoclalad wilh the ivestmenl properly will Dow b the cntily and th cost can e moasusd ralably, Thas 1s
usually the dav when all risks are transferred. Investment properties are measured initially at cost, including
transaciion costs, The carrving amounl nelwles the cosl of replacing paris ol an casting mvestmenl properly al
the lmi e cost was mewred e ecognibion erienan are mat; and exeludos the costs of day-lo-day servicing
of an investment property.

Subscguent o ndlial recognilion, nvestmend properiics are staled al Gor valee, which rellects markel condilions
at the date of the consolidated balance sheet. Gains or losses ariging from changes in the fair value of investment
properiies are meludad mthe consolidated neoms statement 1 the year i which they anse.

Subsequent expenditure s included in the asset’s carrving amount only when it i3 probable that future sconomic
lenclils associadad will the iom will ow e the Group and the cost ol the tem can be measured reliably, All
other repairs and maintenance costs are charged to the consolidated income statement during the financial period
in which they arc mewrad.

Investment property is carried at fair valus, representing open mmarket value determined amually by external
professionally qualificd valuers, Faur valwe 13 based on aclive markel prces, adjuslal, i necessary, [or any
difference in the nature, location or comdition of the specific asset. If the inforimation 1s not available, the Group
uses alternative valuation imethods such as recent prices on less active markets or discounted cash tlow
privceiions,

Property that is under comstruction or development tor futire use as investment property is measured at fair
value, Whore the Gaar value ol invesimen! properly undier constouetion s nel cchably measurable, the proporty is
imeasired at cost until the earlier of the date construction is completed and the date at which fair value becomes
reliably ineasurable.

[ntangible assets

Acquired computer software licences are capitalized on the hasiz of the costs incurred to acquire and bring to nse
the speciic sollware. These cosls are amorliscd on the basts of U capected usclul lives (e 1o Dve
veard ) Intanaible assets are reviewed for indications of impairment or changes in estimated futwre economic
benefit. If such indications exist, the intanaible assets are analyvsed to assess whether their canrving amount {s
lully recoverable, An impawment loss s recogniscd he carrving amounl cxecads the recoverable amounl. The
Ciroup chooses to use the cost madel for the measurement atter recoanition.
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Summary of significant accounting policies. . cosfined

[mpairment of other non-financial assets

Assets that have an indetinite useful lite are not subject to amortisation and are tested anmmally for impatrment.
Assils that are sulveed W amortisalion arc reviewsd [or impaimenl whenover evenls or chanees m circumslancs
indicate that the carrying amount 1may not be recoverable. An impainment losq s recopnised for the amount by
which the asset™ carrving amount exceeds its recoverable amount. The recoverable amommt is the higher of an
assel™s oo value less costs o sell and value in vse, For the pupoeses of asscssing impaimenl, ssscls arc wooupad
at the lowest levels for which there are separately identifiable cash flows (cash senerating unita).

Insurance conlriacls

Recoenition and measurement

The Group ssues conlracts ta translor msurancs sk, Insurance conlracls arc those conlracls (hal (ransler
sigmificant inaurance risk. As a seneral puideline, the (Group defines ag significant insurance risk the possibility
of having to pay benefits on the occurrence of an insured event that are at least 10% inore than the benefits
pavable i the msurcd cvenl did net oo,

naurance contracts issued are classified as short-tenn inswrance contracts. Short-terin insurance contracts are
classilied as voneral conlracls or casuvally contracts, Goneral nsurance conlracts nunly compensaic te
Crroup’s customers tor damages suffered to their property or for the value of the property lost. Casnalty
insurance contracts protect the Group’s customers againgt the risk of causing harm to third parties as a reslt of
therr legtimate aclivities, The Uyprcal protection ollered 15 desiemed Tor cooplovers whe become legally hablc
to pay compensation to injursd emplovess (emplovers” liability) and for individual and bosiness enstomers who
becone liable to pay compensation to a third party for bodily harm or property damage (pobiic lability).

IFor these contracts, preminms are recoanised as revenue (eamed premiums) over the period of coverape. The
partiom of premium received on in-force contracts that relates to unexpired risks at the halance sheet date is
reported as the uncomed promivm laality, Promiums are shown bolore the dieduction of commission.

Claiing and losg adjustinent expenses are charged to income ag incurred hased on the estimated Hability for
compensalion ewed 1o conlract holdors or thad parlics damaged by contlract holders, They nzelwde dircel. amd
inditect claiimg settlement costs and arise from events that have occurred up to the balance sheet date even if they
have not vet been reported to the Group. The Growpy does not discount its Habilities tor wapaid claims. Tiabilities
For unpand claims are esiimated vsing the inpul ol assessments [or individual cases reporled Lo the Group.

Eeinsurance contracts held

Conlracls eotercd mbe by e Group with reinsurers vnder which the Group 1s compensaled for losses on one or
nare comtracts issued by the Group and that ineet the classitication requirements for instwance comtracts are
classified as reinsurance contracts held.

‘The benefits to which the (rroup is entitled under its reinsurance contracts held are recognised as reinsurance assets.
‘Thess assets congist of short-tern balances due from reinawrers. Amnmounts recoverable from or due to reinsmrers ars
measureid consistently with the amownls associated with the reinsurcd msuranes conlracts and 10 sccordance wiih
the tering of sach reinsurance contract. Reinsurance labilities are primmarily premiums pavable for reinsurance
comtracts that are recognised as an expense when dus.

The Cirowyy assesses it reinaurance assets for impaimment. It thers s objective evidence that the reinsmrance assst
is imnpaired, the Growp reduces the carrving amount of the reinsurance assets to its recoverable amount and
recognisss Wl mpanment loss m lhe stalemenl of incom, The Group asscsscs impaimment For those Bnanciid
assets naing the same process for financial assets held at amortised cost. The impairment loss i3 also caleniated
following the same methaod used for these tfinancial assets.
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Summary of significant acvounting policies. . comntinued

Insaramce contracts,. continned

Claims provision and related reinsurance recoveries
Provisions are made at the vear end for the sstimated cost of claims incurrsd but not vet settled at the balancs

sheet date, inchoding the cost of claims ingurred but not yet reparted to the Group. The sstimated cost of claims
includes expenses to be incurred in settling the claims and a deduction for the expsected value of zalvage and
other recoveries. The Group takes all reasonable steps to ensure that it has appropriats information regarding its
claims exposures. Howesver, given the nncertainty in sstablishing claims provisions, it is likely that the final
outcome will prove to be diffsrent from the original liability sstablizhed.

Recervables and payables related to insurance contracts
Receivables and pavaliles ars recognised when due. Theze include amounts due to and from agents, brokers and
msurance contract holders.

It there is objective evidences that the insurance receivable iz impaired, the Group reduces the carrying amount of
the insurance receivable accordingly and recognises that impairment loss in the consolidated statement of incoms.
The Group gathers the objective evidence that an insurancs receivable is impaired using the sames procsss adopted
for loans and receivablez. The impairment loss is also calculated under the zame method uzed for thess financial
assets,

Premiums and uneammed premiums
Premiums are carned over the term of the related insurance contracts in proportion to the period of risk, The

teserve for vocamed preminms is established for the portion of preminms written which relats to unexpirsd
risks at the end of the period.

Premiums ceded are expensed over the term of the related insurancs contracts in proportion to the period of
risk, coterminous with the related grozs premiums. The provision for deferred premiums is establizhed for the
portion of premiums ceded which relats to unexpirsd risks at the end of the period.

Defenved acquisition costs
Acqmsition costs on pretmiums written vary with and ars directly related to the production of businsss, Thess

costs are deferred and recognised over the period of the policies to which they relate.

Claims and clmms expenscs

Claims and clmms expensss ars shown gross with amounts dus under reinsurancs contracts shown as
reinsurance assets. Reserves for claims are recorded as incurred and represent estimates of future payments of
teported and unreported claims and related expenses with respoct to insursd svents that have oceurred up to the
balance sheet date. Rensurances claims recoveries are estimated at the same time as the reserve for a claim is
recorded. The provision reflects management's best estimate of the Group's ultimate liabilitisz and management
believes that the provision s adsquats,
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Summny of sienificant accoumting policies. .. confinued
Income lax

{a) Current fax

Income lax payable (reccivable) 1s caleulated on the basis of the applicable tax law 1o the respeclive jurisdiclion
and 15 recogmiscd as an capense (ncome) Tor the poried except 1o the exlond that curment G relatcd 1o Hems thal
are charged or credited in ather comprshensive income. In these circmnatances, current tax iz charsed or eredited
L olhicr comprohensive income.

Where the CGrroup has tax losses that can be relieved acainst a tax lability for a previous vear, it recoanises those
losscs as an assol, becawse the tax rehel s recoverable by relumd of lx provicwsly paid. Tlus assct 1 ollzel
againsl an cxisling correnl G balance, Where Gax losses can be relicved only by canrv-lorwarnd againsi Laxable
profitz of futire periods, a deductible temporary ditterence arises. Those losses carried forward are set off against
defemed 1ax habilitics carned in the consolidaled balanes sheel.

The Giroup does not oftiet income tax labilities and current income tax assets.

(B} Deferred tax

Deferred income tax is provided in full, using the liability methad, on temporary differences arising between
the lax base ol asscls and Liabililics and their canying amounts i the lnancial stalements, Deleoned meoms Lax
15 delermined using L rates (and Laws) that have boen cnaeled or substantially cnacted by the balanes shool
date and are expected to apply when the related deferred tax asset 19 realised or the defered income tax liability
15 scliled.

The principal lemporary dillcrenees arise [om doprecitioen of property and equipment and mveslnen
property, amortisation of intangible assets and their tax base, umttilised tax losses and pension gaing. lowever,
the deferred tax iz not accounted for if it arises from initial recognition of an asset or Hahility in a transaction
olher than a bustoess combination thal al the wme of the ransaction allcels noither the aceoumnling. nor Gesalle

profit or logs.

Dlumed lax assels are recogniscd b the cxlent thal 0 1s probable (o odwre Gealle profil will be available
apaingt which the temporary difterences can be utilized.

Borrowings

Borrowings are recognised initially at fair value, being their issue proceeds (fair value of consideration
received) net of transaction costs incwrred. Borrowings are subsequently stated at amortised cost; any
diference belween procods nel of transaction cosls and the redemptlion value 1s recomised inthe conselulaed
statement of income over the period of the borrowinas using the effective interest inethod.

Redeemable preference shares

Preference shares which are inandatorily redeeimable on a specific date are classified az Habilities. The dividend
on these preference shares are recoenised in the statement of income as interest expense.
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summary of significant aceounting policies. . contimesd
Employee benelils

Pengion ablizations

The Group operatcs a delined benelil plan. The sehema 1s lundad throwgh payvments o trestoc-adminastered
lunds. determuncd by pertodic actwanal caleulations, A dolined benclit plan 1s a pension plan that delines an
ameunt of pension benefit that an emploves will receive on retirement, usually dependent on one or mors
Factors such as age, years ol serviee and compensation, Actuarial valwalions are undertalicn annually,

‘The asset reconnised in the consolidated balance sheet in respect of defined henefit pension plang 14 the present
value of the delined benclil obhigation al the balanes shool date Less e Gur value of plan asscts, togelher with
adjustmenls [or unrecogmscd acluanal gains or losscs and past servies costs. The dolincd boned obligation 1s
caleulated anmually by independent actuaries using the projected unit credit methad. ‘The present value of the
dolined benclt obligation 1s delcomincd by discounling the cstimatcd [wurs cash Oows using mlerest rles of
governmiail seeurilics wlhich have leoms b maturily approsimaiing the wrms of the relaled pension laality,

Avctuartal gaans amd losscs ansing om expericnce adjustments and changoes 1 actuanal assumplions are charged
or crediled to meene al the le of 20%, Past-service costs are recogmscd immediately i income. wnless (e
changes to the pengion plan are conditional on the emplovees remaining service tor a specified period of time (the
vesting pariod ),

Lermination benetits

Termuination bonelils are payable whon coplovment 1s Gormumaled belors U normal relirement dade:, or whenover
an emploves accopls voluntary redundaney o cxeliange: Tor these benciits, The Group reeogmises lerminalion
benefits when it is demonstrably committed to either: terminating the emplovment of current emplovess according
1o g ditaded formal plan wilhoul possibility of withdrawal; or providing lermination benelits as a resull ol an o0
naee 1o cncourars voluntary redundancy, Benelits falling due more that 12 moenihs aller the balanee sheel date
are discounted to present valos.

Cruarantees and leters of credil

Cinarantees and letters of credit comprise undertakinas by the Bank to pay hills of exchange drawn on customers.
The: Banle capects mosl guarantccs and lellors of eradil to b sellled simullancously wilh the oimbursemanl from
the cuslomers. Such lnancial guaranices are given W banks, Onancial mstituioens sl other odies on behalC ol
custommers.

Financial guarantees arc mibally reeogmscd inlhe nancial stalemenls al Gur valwe oo the date th guarantcs was
given. The fairvalue of a financial guarantes at the time of signature is 7ero because all guarantess are agreed on
am’s length terms and e value ol the prepowm agrveed comresponds W (e value of the guaranice obligalion, Mo
reecivable for the lulure promiums 1s recognscd. Subscquenl 1o naial recogniion, the banl’s labililics vider
such sunarantess are measured at the higher of the initial amount, less amortisation of feed recoanised in
aecordancs with TAS 18, amd thi besl cslimals ol the amounl regquared 1o sellls e guarantce, Those estimales arc
dotormuiuned ascd on caperenes of simular transaclions and lustory of pasl losscs, supplemented by the judgement
of management. The fee income sarmed 14 recognized on a straight-line hasis over the life of the suarantee. Any
wercase i the lalality relaling 1o guarantees s roported mnthe statement of meome willun other operaling
CXPCIISSH.
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2 Summary of significant accounting policies... continued

Fiductary activities

The Growp commaonly acts as trostess amd in other fidociary capacities that result 1n the holding and placing of
assets on behalf of individuals, trusts, refirement benefit plans and other institulions, These azsets and income
arssmg thercon are exchiled from these consclidated tinancial statements, as they are not assets of the Group.

Share capital

(1) Share issue costs
Incremental costs directly attributaiple to the issue of new shares or oplionz or to the acquisition of a business
are shown m equity as a deduction, from the proceeds.

{11y Dhvidends on ordinary shaves
Dividends on ordinary shares are recognised in equity m the peuod in which they are declared. Dividends for
the year thet are declared after the balance sheet date are dealt with in the subsequent svents note (Nots 47).

{1i1) Preference shares
Preference shares which are convertible to ordinary shares and are not redeemable on a specifle date or at the option
of the shareholder are classified as equity. The resulting dividends are recognized in the period they fall due.

Interest income and expense
Interest income and expense are recognised in the consolidated statement of income for all financial
mstruments measured at amortised cost using the etfective intersst method.

The effective interest method is a method of calculating the amortised cost of a financial aszels or a financial
liahility and of alloceting the interest income or intersst sxponss over the relevant period. The sffvctive interust
tate 1% the rate that exactly discounts estimated futurs cash pavinents or receipts through the expected Lifs of the
Bnancial instrument or, when appropriate a shorter period to the nel carrving amouni of the financial aszet or
lnancial liability, When calculating the effective intersst rate, the Group estimates cash flows considering all
contractual terms of the financial instrument but does not consider fotore cvsdit losses, The calealation ncludes
all fees paid or received between partics to the conbract that are an inlsgral part of the effectrve intersst rate,
transaction costs and 2l other premivms or discounts.

Cince a financial asset or a group of similar financial asseiz haz been written down as a result of an impairment
loss, intersst income 15 recognised vsing the mte of interest used to discount the foturs cash lows for the
parpose of measuring the mpairment Joss,

Fee and commission inconte

Fees and commissions are generally recognised on an acerual basis when the servics has been provided. Loan
commitment fees tor loans that are likely to be drawn down are deferred (logether with related direct costa) and
recogmised as an adjustment to the eifective mterest eate on the loan, Commission and Fess anising Trom
negotiating, or participating in the negotiation of, a transaction for a third party, such ag the arrangement of the
acquisition of shares or other securities or the purchase or zals of a business, are recognized on completion of
the undetlying transaction. Porttolio and other management advisory and service fees are recogniswed based on
the applicable service contracts, usually on 2 time apportioned basis, Assct management fees relaed to
invesimeni funds are recogmsed rateably over the period the zervice is provided. The same principle is applied
for financial plonning and custody services that are continuously provided over an extended period of time.
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Summuary of significant accounting policies. . .conlinued

Premium income
naurance premiums are charged to costomers at inception. ‘The congideration received it deferred as a liability
amd rocopmused over the 1S of the contracl onoa steaighl lioc basis.

Dividend incnme
Dividend meoms 15 recogmscd when U cnlity's right W meeerve paymenl 15 cslablished.

Foreign currency translation

liunctional and presentation currency

Items included in the financial statements of each of the Group’s entities are measured using the cmrrency of
the primary ceonemic covirenmen! i1 which the cnlily operales (“lhe lunclonal cumeney™). The consolidalcd
financial statements are presented in thousands of 1fastern Caribbean dollars, which is the Company’s
functional and the (roup’s presentation currency.

Transgactions and halances
liomeign currency transactions that are transactions denominated, or that require setflement in a foreign currency
are translated e th lunclonal cureney vsing the cxchange rales prevailing al the dales of the (ansaclions.

Monetary items denominated in foreian clurency are tranglated with the closing rates as at the reporting date.
Moen monelary wems measured al hastoncal cost denominaled in a2 loeign cumency anc traaslaled wilh the
exchange rate as at the date of initial recoanition.

Forcign cxchange gains and losses resulting om the seltlemend ol such trapsaclions and Fom the lmnslalion al
yvear-end exchange rates of monetary assets and liabilities denominated in foreian cmrencies are recopnised in
the consolidated statement of income.

In the case of ch.‘mgaq in the fair value of monetary assets denominated in foreign currency clasgified as available
for sale, a distinction is made hetween translation differences resulting from changes in amortised cost of the
securily aml other changss m the carrving amount of the seeurly. Translalion ddlvrences related (o changes 1in
the amortised cost are recogmized in profit or loss, and other changes in the carrying amomnt, except impairment,
are recognized in other comprehensive income. Translation differsnces on nom-monetary firancial instrmments,
such as cqualies held at G valus throwgh prolil or less, anc reporlbed as parl of the & valwe goan or loss.
Translation differences on non-monetary financial instrnnents, such as equities classified as available-for-sale
financial assets, are included in the other comprehensive income.

Lo companies
The results and financial position of the Group entity with a funetional cirrency of United States dollars is
transladed e the prosentation currency using the pogged mic of ECE2.70 - T/5$1.00.

The results and financial position of all the aroup entities that have a fimetional currency different fromn the
prosentalion coreney are ranslalcd e e prosentalion currency as lollows:

o Assets and labilities tor each balance shest presented are tranglated at the closing rate at the date of the
balancs sheot.

o Income and expenses for each income statement are translated at average exchange rates {imless this averape
14 not a reasonable approximation of the cormlative effect of the rates prevailing on the transaction dates, in
which case meome anl cxponscs are ranslaled al U dales of the imnsaclions); and

o All resulting exchange ditferences are recognised in other comprehensive income.
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Summary of significant accounting policies. . comtinued

Leases

A group company is the lessse
The leases entered mnto by the Group are primarily operating leases. The total pavments made under operating

leases are charged to the consolidated statement of income on a straight-ling basis over the period of the lease,

When an operating lease is terminated before the leass period is expired, any payment required to be mads 1o
the lessor by way of penalty is recognised as an expenss in the period in which the termination takes plags.

A group company 1s the lessor

Assets leased oot vnder operating leases ars ingluded in investment properties in the balangs sheet, They ars
depreciated over the expected useful life. Rental income iz recognised in the consolidated statement of incoms
on a straight-hne basis over the period of the leass.

Financial instruments

Financial mstruments carried on the comsolidated balancs sheet include cash resources, investment seouritiss,
loans and advances to customers, deposits with other banks, deposits from banks, due to customers and
borrowings. The particular recognition methods adopted are disclossd in the individual policy statement
associated with each itetn.

Segment reporting

Operating segments are reported in a manner consistent with the intemal reporting provided to the chief
operating Jecision-maker, The chief operating decision-maker is the person or group that allocates resources to
and assesses the performance of the operating seaments of an entily. The Group has determined the Company’s
Board of Directors as its chief operating decision maker.

All transactions between business segments are conducted on an arm’s length basiz, with intra-zegment revenus
and costs being eliminated in head office. Incotmns and sxpenses dirsctly associated with cach segment ars
mehrled in determining bosinsss segment performance.

In accordance with IFRS 8, the Group has the following business segments: retail banking, corporate banking
ang mvestment banking.

Comparatives
Except when a standard or an interprstation peamits or requirss otherwise, all amounts are reported or disclosed with
comparative information.

Strategy in using financial inslruments

The Group’s activities expose it to a varisty of financial risks and thosze activities invalve the analysis, eealwition,
moveptance amd managenent of sonwe degree of risk. or combination of risks. Taking visk is cors to the financial
business, and the opetational risks ars an inevitable consequences of being in business. The Group's aim is
therefore to achieve an appropriale balance between risk and return and minimise potential adverse effects on the
Group’s fmancial perfonmance,

The most impoertant types of nsk are credit rzk, liquidity nisk, market rizk and other operational risk. Market
risk inchodes currency risk and interest rate,

25



East Caribbean Financial Holding Company Limited
Notes to Consclidated Financial Statement
December 31, 2009

{in thousands of astern (Caribhean dollars)

3

Financial risk management

Credit risk

Credit risk 19 the risk of sutfering financial loss, should any of the Group™s customers, clients or imarket
wonmlerpariics Tl 1o lulliil their coniraciual obligalions 1o the Group, Credil nsk anses maindy [rom commercial
and comsumer loang and advances, credit cards, and loan commitments arising from sch lending activities, but can
alao arise trom credit enhancement provided, such as eredit financial puarantees, letters of credit, endorsements and
dceeplanees,

‘The (iroup is also exposed to other credit rigks anising from investments in debt sscprities and other exposures
arising [rom 115 tding activilics (Clrading cxposurcs”), inchwling aon-cquily trading porilole asscls,

I.oans and advances

The Group talics on cxposure 1o erodil nisk which, 1 (the nsk thal a counterpay will be vnabls W pay amounts
in full when due. Inpairment provigions are provided for Tosses that have been incurred at the halance sheet
date. Significant changes in the econanty, or in the health of a particular industry sepment that represents a
coneentration i the Group’s porfolio, could mesull 1o lsses thal are diferent fom those provided for al the
halance sheet date. Management theretore carefully manages its exposure to credit risk.

Drobability of delauh

‘The (iroup assesses the probability of defanit of individual counterparties using internal rating tools tailoved to
the various catesories of commterparty. They have been developed based on the last Caribbean Central 13ank
prudenlial guidichines, Cuslomers of Gooup an: segraenled mio hve raling classces. The Group®™s raling scale.
which ig shown helow, reflects the range of default probabilities defined for sach rating clasa. "I'is imeans that,
in principle, exposures migrate between clazses as the assessment of their probability of detault changes. ‘The
rating loels arc kepl under review and upgraded as nccossary.

Rating Description of the grade
1 Pags

2 Special menticm

3 Sub-standard

4 Doubllul

5 l.083

Dbt sceunties and olher bills

FFor debt securities and other hills external rating such ag Standard & Pocr”s and Carierig rating or their equivalents
are used by the Asset |iability Committes for managing of the credit risk exposmres. The investments in those
securtlics and lls are viewed as a way o gaimn a beller erodil qualily mapping and maintain a rcadily avalalle
souree to meet the funding requirements at the zame time.

The Group 15 alse cxposed be crcdil nsk fom imsucincs conlacls Tollows:
- reinsurer’s share of insurance lalnlities,

- amounts due from reinsurers in respect of claims already paid,

- gmounts dus Tom insurance conleacl holders, and

- amounts due from ingurance intermediaries.

Feinsurance 13 vsed o manage msucnss sk, This docs nol, however, discharge the Group®™s Lalaliy as
primary insurer. It a reinswrer fails to pay a claim for any reasom, the Group remains lable for the pavinent to
the policy halder. The credit weorthiness of the reinsurer i considered on an ammual basis by reviewing their
lnineial sirength prior (o Ooabsalion of any conlrasl.
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Financial risk management. .. contimed
Credit risk... conlfimined
Iisk limit contral and mitieation policies

The Group manages, limits and contrald concentrations of credit rigk whersver they are identified  in
particular, o individual countorpartics and groups, amd W mdustnes amd countrics.

The Giroup stractinres the levels of credit risk it indertakes by placing limits om the amount of risk accepted in
relation W one borrower, of groups ol borowers, and 10 the imdustoy seemonts. Such nsks arc moemilored on a
revolving hasis and subject to an anmoal or more frequent review, when considered necessary by the Board of
Iirectors.

lsposmre to credit risk is algo imanased through regular analyyiz of the ability of borrowers and potential borrowers
to meet interest and capital repayment obligations and by changing these lending limits where appropriate.

Somne other specific comtrol and initigation measures are outlined below.

fa) Coflateral

‘The Giroup emmplovs a tange of policies and practices to mitigate eredit vigk. The most traditional of these iz the
taking of seciwity for fimds advances, which is ecmmmeon practice. The CGroup iimplements puidelines on the
aeceplability ol spocilc classes of collaleral or credil nsk mubgation. The principal collalcral tvpes Tor loans
and advances are:

o Mortgages over resiboatial properlics;
+ Charses over business assets such ag prammses, imventory and accounts recetvabler and
¢ Charges over financial instruments such as debt securities amd squities.

lLemger-tern finance and lending to corporate entities are senerally secured: individual credit facilities are senerally
secmred. In addition, in order to minimise the credit lost the (rroup will seek additional collateral from the
counterparly as soon as impatiment indicalors are noliced Tor the relevant individual loans and advances.

ollateral held a4 security for financial assets ofher than loans and advances is determined by the natre of the
msiument. Debl securilies, easury and other eligible bills are gencrally unsceured.

it € T radii-related comumitmenis

The primary pumoss of these instoumcnis 18 o casure that Tunds anc avaalalle boa customer as requined.
{ruarantees and standby letters of credit carry the tame credit risk as loans. Documentary and commereial
letters of credit — which are written undertakings by the Group an behalt of a customer authorising a third party
1o daw dralls on the Group up @ a stpulated amounl wder speetlic teoms and condiions s collateraliscd
by the underlying shipments of goods to which they relate and theretore carry less risk than a direct loan.

Commibments 1o exlend eredil represenl uoused porlions of authonsalions W exlend credil in e Geom of loans,
suarantess or letters of eredit. With respect to eredit risk on conmnitinents to extend eredit, the (roup s
potentially exposed to loss in an amount equal to the total unuged eommitiments. [owever, the likely amommnt of
lirss 15 loss than the tedal unused commitments, as most commilments W cxlond eradil are conlingen! upon
customers maintaining specific eredit standards. The Group inomitors the terin to matarity of credit commitments
hecanse longer-term commitments penerally have a areater depree of credit risk than shorter-tenn commitments.
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Credil risk . continued

[mpairment and provisioning policies

The inlemal cling systems desenbed under “credil risk measvrementl™ focus more on credil-qualily mapping
[rom the inecpiion of the lending and mvestment aclivilics. In condrasl, impaumenl provisions ans recoguscd
fonr financial reporting purposes only for losges that have been incinred at the balance sheet date based om
objeclive evidencs of impaimeni. Do 1o the dillcenl methodolegics apphed, the amoent of inewmed credil
losscs provided for mn the nancial slalcments are vsvally lower than the amounl delermined Gom the cxpocled
lomsg model that is used for internal operational management and bankina repulation purposes.

The impairment provision shewn mn the balanc: sheet al year-cnd 15 denved Tom cach of th: live mlomal
rating srades. Ilowever, the majority of the impatrment provision comes from the bottom three aradings. The
Lablc below shows (e percentage of the Group’s on-balance shoel ilems relaling bo loans and advances and the
assoctaled impamirment provision lor cach of the Group’s inlema] ciling calzgoncs:

Raling 2001 2008
Loans and Impairmentd Loans and Impairment
advances provision advarnces provision
(%) (%o) (%o) (%)
1 Pass 7336 0.03 7744 0.16
2 Special mentiom 1677 024 17.00 157
3 Sub-standard 633 4451 4. 40 51340
4 Doubtlul 1.17 36.30 0.86 28.30
5 loas 0133 1892 (.30 18.67

The miumal raling loel assisls management o deleimine whoether objcelive evidence ol impaimmeni cxisls under
TAS 39, bazed on the following criteria get out by the (rroup:

Delingquency m conleacival payments ol principal or micercst,

(Cash flow difficulties experienced by the borrower (g equity ratio, net income percentage of zales);
Breach of loan covenants or conditions;

Imliation of bankruplcy procecdings;

Deterioration of the borrower’s competitive pogition; and

Deterioration in the vaiue of collateral.

The Giroup’s policy requires the review of individual financial assets that are above materiality threshol ds at least
anmually or more repulady when individual circumstances require. Impairment allowances on individoally
assiessed accounls anc dilemmned by an cvalualion of the mcurmed loss al balance-sheel dale on a casc-by-casc
bagis, and are applied to all individually significant accomnts. ‘The assessment normally encompasses collateral
held {incloding re-confirmation of its enforceahility) and the anticipated receipts for that individual accomnt.
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Financial risk management. . conlimesd

Credil visk. . costivnged

Madiimmm exposure to eredit visk hefore collateral held or other credit enhancementy

Credit risk exposures relating to on-halance sheet financial assets:

Treasury balls

Depaosits with other hanks

Deposils with non bank Onancial mstitulions
Loans and advances 1o customers:

Large Corporate loans

Torm Loans

Mortoaged

Checrdralls

Bonds
Hild Tor rading [nancial asscl -Debl sccurilics
Investment sceuritics -Debl sceurilics
Pledoed assets
Other assils

Credit risk exposwres relating to off balance sheet financial assets:

Loan commitments
linancial suarantees and other financial facilities

Al Deomber 31

29

Maximum vxposure

29 218

8 8

8228 17.282
192,987 137,157
2,503 7.857
629,102 544,226
368,328 388,908
224,643 208,763
92,794 89.702
6,139 6,159
53,342 $5.387
277,303 284,808
57,616 51,844
42204 32.554
1,955,169 1,834.827
107,684 25.122
73,787 67,703
181,471 192,825
2,136,640 2,027.652
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Financial risk manapement. . conpinued

Credit risk. .. contimeed

Maximum exposure to credit risk before collateral held or other credit enhancements . contisued
The above table represents a worss case scenario of eredit risk exposurs to the Group at December 31, 2009

and 2008 without taking account of any collateral held or other credit enhancements attached. For on-balance-
sheet assety, the exposurss set out above are based on net carrying amounts as reported in the balance shest,

As shown above, 00% (2008 - 60%) of the total maximum exposurs is derived from loans and advances to
customers; 19% (2008 - 18%%) represents investments in debt securities.

Management is confident in ity ability to continue to conlrol and sustain minitmal exposurs of eredit sk to the
Group resulting from both itz loan and advances portfolio based on the following:

s 929 (2008 - 95%%) of the loans and advances portfolio iz categorised in the top two gradss of the internal
rating system,

& Largs corporate customer loans, which represents the biggest group in the portfolio, are backed by collateral,

s 739 (2008 - 74%) of the loans and advances portfolio are considered to be neither past due nor impaired;

& 13% (2008 - 13%) of the investments in debt securities and other bills have at lsast an A- credit rating,

T.0ans and advances are summarizsed as follows:

2004 2008

500K 500K
Lnans and advances ta customers
Meither past due nor impaired 979,223 933101
Pasl dus bul ot iogpairad 257278 250,934
limpaired 101,657 ¥1.225
Gruss 1,338,158 12552610
l.ess allowance for impairment losses on loans and advances (23,331) {23571
Yy 1,314,827 1.231,689

The total allowance for impairment losses on loans and advances 18 523331 (2008 - $23.571) of which 519511
(2008 - $17.502) roprescnts e icividwally impaired loans and the remaimng amount of 53,820 (2008 -
56,069 represents the portfolio provision. Inuther information of the allowance for impainment losses om loang
and advaness b customers 16 provided in Seles 11 and 12,

The eredit quality of the portfolio of Toans and advances that were neither past due nor impaired can he assesed
by relierenes W the mlemal aling systom adeplad by the Group,

30



East Caribbean Financial Holding Company Limited

Motes to Consolidated Financial Statement

December 31, 2009

{in thousands of llastern Caribbean dollars)

3

Financial risk management. . contimied

Credit risk. .. covrfirecd

[.0ans and advances... comtinued

fei) f.aans and advances nelther past due nor impairad
The eredil gquahily of the porlolie of Toans and advances thal wors neilher pasl dus nor mpared can bk
azsessed by reference to the internal rating system adopted by the Growyp.

Large
Term Curporale
Overdrafis Loans  Muorigages Inans Total
LI 57 (M0 oA L1 500K 500K
December 31, 200K
Loans and advances (o cuslomers
Ratings:
Tass 51,1%3 174.413 144.057 427,151 705,784
Special monitoring 34,361 81027 20,718 42,160 178,266
Sub-standard 2,045 _ 140 1087 4,172
Doubilul 1 1
2R AN 255,440 L6, 895 470,308 975223
December 31, 2008
Loans and advances {o
Customers
Ralings:
1) Pass 59,159 199,266 138,194 182,820 770448
2] Special memitoring 32166 T2058 19253 208082 133 489
3) Substandarl 144 154
91325 271,324 157,641 412 811 933,101
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3  Financial risk management... continuad

Credit risk. .. continned

Loans and advances ... continued

fhi Loans and advances past due Fut not impaired

Loans and advances less than 90 days past due are not considersd impaired, unless other information is available
to indicate the contrary. Gross amount of loans and advances by class to customers that were past dus but not
impaired were as follows:

Large

Corporate
Term Loans  Mortgages leans Tolal
5000 5000 37000 7000

At December 31, 2009

Past due up i0 30 days 52091 34,175 114.915 201,181
Past due 30 - 60 davs 12,634 7098 17,826 37558
Past due 60 — 90 days 5.063 2919 4,813 13,395
Over 30 days 3003 2051 - 5,144
73,481 46,243 137,554 257,278

L pon initial recognition of Toans and advances, the tair value of collateral is based on valuatiom teclhnigues
commaonly uscd [or the coresponding asseis.

Large

Corporate
Term loans  Morlgages Loans Tolad
ST 57 (ML 57 lhoé L]

Al Dvevember 31, 2008

Past due up to 30 davs 61377 35,122 05,712 194,211
Tast due: 30 60 days 11,89% 4412 13.627 290935
Past due &) — N days 5,505 1,093 408 7,006
Chver 90 days $,133 1618 10,031 19742
86,911 43.245 120,778 250,934
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Financial risk management. .. contimed

Credit risk. .. conitmued

l.oans and advances... continmued

fc) Loans and advances individually impaired
The individually impaired loans and advances lo customers belore taking inlo consideration the cash Qows
[rom collateral held and uncamed inlerest on discount loans 15 $101,657 (2008 - §71.225).

The breakdown of the gross amount of ndividwally mmpaired loans and advances by class are as [ollows:

l.arge
Term Corporate
Overdrafis Loans  Mortgages lnans Total
£7000 £7000 £7000 7000 £7000
December 31, 2004
Individually impaired loans 6,153 49.256 26,130 20,118 101,657
December 31, 20008
Individually impaired loans 4,939 31,737 14.754 19,795 71,225

Loans and advances rencgotiated

Restructuring activities include extended payment arrangements. approved external management plans,
modification and delemal of payments. Following restruciunng, a proviously overdus cuslomer account 15 rescl
Lo a normal status and managed together with other similar accounts, Bestruclunng policics and praclices arc
based on indicators or criteria which, in the judament of local management, indicate that payment will most
likely continue, These pelicies arc kepl under conlinuous review, Bestruclunng 1z most commonly applicd (o
term loans, in particular customer (nance loans, Bencgotiaticd loans that would olherwisie be past duc or
impaired totalled $7.496 at December 31, 2009 (2008 - $10,847).

Hepossessed collateral
A the end of 2009 and 2008 the Group had no repossesscd collateral.
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Financial risk management. .. continued

Credit visk. . comtirmed

Debt sccurities, treasury bills and other eligible bills
The table below presents an analysis of debt securities, treasury bills and other ligibls bills by rating agency
designation at December 31, 2009, bazsed on Standard & Poor’s and Caricriz ratings:

Financial Loans and

assets held Invesiment receivables -
for trading Securities bonds Total
S0 $'000 $'000 $'000
A 1o AN 20,405 48,827 — 69,232
Aato A 19641 30,277 — 69,918
Lower than A- 1,004 77097 - 78,103
Urwrated 12,290 101,102 6,139 119,551
53,342 277,303 0,159 336,804

Concentrations of risks of financial assets with credit exposure

fa) Geographical sectors
The Group operates primarily in Saint Lucia based on the county of domicile of its counterpartiss and the
exposure to credit risk is concentrated in this arsa.

fhy Industry sectors

The following tabls breaks down the Group’s credit exposurs at gross amounts without taking into account any
collateral held or other credit support by the industry ssctors of the Group’s counterparties,
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{in thousands of liastern Caribbean dollars)
3} Financial risk management.. confinued

Market risk

‘The {iroup takces om exposure to market risks, which is the risk that the fair value or futire cash flows of a
lNnancial mstrument will Dueluale bocause of changes 1 markeel poces, Madiol risks arise [om open posilions
in interest rate and equity products, all of which are exposed to general and specific imarket movements and
changes in the level of volatility of market rates or prices such ag interest rates, eredit spreads, foreian exchange
ratis amd coquily pnces. The Gooup’s cxposurc o madicl risks arises om s non-trading portlolios,

MNon-trading portfolios primarily arize from the intersst rate manageiment of the Groap’s retail and comimercial
banking assils and habiliics. Non-leading porfolios alse consist of cquily rsks arsing om the Group®s
availahle-for-gale investments.

Currency risk

The Giroup takes on exposure to effects of fluctuations in the prevailing toreign cumrency exchange rates on its
Imancial posiion and cash Nows. The Boarnd of Diccelors sots linits on the level of cxposure by curmrcney and 1n
total tor both overnight and intra-day positions, which are monitored daily. The Group™s exposure to clurency
rigk ig minimal since most of itz assets and liabilities in foreign currencies are held in United States dollars. The
exchange rle ol the Easlem Canbbean dollar (ECS) 10 the Tnuled Stades dollar (TSE) has been Tormally pegaed
at HCE2.70 — USE1L00 since 1974, 'The following table smnmarises the (rroup’s exposure to foreion currency
exchange rate risk at Iecember 31.
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3 Financial risk management... continued
Currency risk.. continned

Interest rate risk
Cash flow interest rate rizsk is the risk that the future cash flows of a financial instrument will fluctuate

because of changes in market interest rates, Fair value interest rate rizk is the risk that the valus of a financial
instroment will fluctuate because of changes in markest intsrest rates. The Group takes on sxposure to the
effects of fluctuations in the prevailing levels of market interest rates on both fair value and cash flows rizks.
Intersst marging may increase as a result of such changes but may reduce or create lozzes in the svent that
unexpected movements arise. The Board of Dirsctors sets limits on the level of mismatch of interest rate

repricing that may be undertaken.

The table below swminarisss the Group®s exposure to interest rate risks. Included in the table ars the Group’s
financial azsets and liabilities at carrving amounts, categorized by the sarlier of contractual repricing or maturity

dates,
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Financial risk management . . cor e
Currcency risk .. continied
Inlerest ole nsk. continued

‘The table below summarize the effective interest rate by major currencies tor monetary financial instments neot
carried at tair value through profit or losa:

ECS U85 ELCRO GBP CAD

" Yo " Yo Yo

Al Dvevember 31, 2009

Asspts

Treasury balls .30

Depaosits with other hanks 208 1.65 (.9 {1668 1.27
I.oans and receivables:

= loans and advances 1o cuslomers 3.9 740

- honds T — — — -
Investment securiticd:

- held-to-malurly 4,70 7.530

= avallable [or salc 270 10,10

[.iahilities

Dhu 1o cuslomers 4,70 250 .99 1.1% 075
Borrowings F.00 4.40 2.40

‘The (iroup’s fair value interest rate sk arises from debt securities classitied ag available for sale. At
December 31, 20009 if inarket interest rates had heen 0.3% higherlower with all variables held constant,
comprahensive meoms Tor the year would heeec boeon 555 (2008-51.289) lneherlower as o rosoll of e
decrease’increase in fair value of available-for-sale debt securities.

Cash [ow mierest rate risk anses from loans and advances 1o customers al varkable rates, A Docember 31,
2009 if variable interest rates had been (0.5% higher/lower with all other variables held constant, post-tax profit
for the vear would have been 53438, (2008-$32,112) higher/lower, mainly ag a result of higher/lower interest
meoms on varlable rte loans.
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3 Yinancial risk management .. continued

Liquidity risk
Ldguidity rigk is the igk that the Group is unabls to mmeet its oblizations when they fall dus as a result of
customer deposils boing withdrawn, cash roguiremaents rom conlractual commitments, or other cash cullows.

‘The (iroup is exposed to daily cash calls on it available cash resources frinn overnight deposits, corrent
gecounls, matwing depostls, loan deaw-downs, and guarantees, The Group decs ool mainlain cash resounces 1o
meet all of these needs, ag experience shows that a minimum level of reinvestinent of maturing funds can be
predicted with a high level of certainty. The Board of [irectors sets Tinits on the iinimum proportion of
mialuring Tunds avadlable bo mecl such calls and on the munimuem level of intorbyank and olher bormowing
facilities that should be in place to cover withdrawals at unexpected levels of demand.

Liquidity risk managemenl process

The matching and controlled misimatching of the contractual mmaturities and interest rates of azsets and hahilities
is fundamental to the management of the Group. It iz unusual tor banks to he completely matehed as transacted
busincss 15 ollcn of uncerlaim teom amd ol diTerent tyvpes, A vnmatched postbon polenlally cohances
profitability, but also increases the rigk of losses.

The conlraciual maluntics of asscts and laalities and the ability 1o replace, al an aceeplable cosl, inlercsl-
hearing liabilities as they mature, are important factors in assessing the Houidity of the Group and ity exposure
tor changes in interest rates and exchanae rates.

|dguidity requirements to support calls under guarantees and standby letters of credit are comziderably les