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The Prospectus has been drawn up in accordance with the Securities (Prospectus) Regulations
2001. The Eastern Caribbean Securities Regulatory Commission and Eastern Caribbean Central
Bank accept no responsibility for the contents of this Prospectus, make no representations as to its
accuracy or completeness and expressly disclaim any liability whatsoever for any loss whatsoever
arising from or reliance upon the whole or any part of the contents of this Prospectus. If you are
in doubt about the contents of this document or need financial or investment advice you should
consult a person licensed under the Securities Act or any other duly qualified person who
specializes in advising on the acquisition of corporate instruments or other securities.
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NOTICE TO INVESTORS

This Prospectus is issued for the purpose of giving information to the public.

Statements contained in this Prospectus describing documents are provided in summary
form only and such documents are qualified in their entirety by reference to such
documents. The ultimate decision and responsibility to proceed with any transaction with
respect to this offering rests solely with the investor. Therefore, prior to entering into the
proposed investment, the investor should determine the economic risks and merits, as well
as the legal, and accounting characteristics and consequences of this Bond offering, and
the ability to assume those risks.

This Prospectus and its contents are issued for the Bond issues described herein. Should you need advice,
consult an intermediary licensed under the Securities Act or any other duly qualified person who
specializes in advising on the acquisition of corporate instruments or other securities. The Prospectus has
been delivered to the Commission for approval in accordance with the Securities Act 2001.
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1.0 GENERAL INFORMATION ON THE BOND ISSUE

Issuer:

Address:

Email:
Telephone No. :

Facsimile No. :

Date Established Under

Agreement:
Registered Office:

Contact persons:

Arranger
& Lead Broker:

Address:

Email:
Telephone No. :
Facsimile No. :

Contact Persons:

Date of Publication:

Purpose of Issues:

Offer Period:

Amount of Issues:

Eastern Caribbean Home Mortgage Bank (ECHMB)

ECCB Complex, Bird Rock Road
P.O. Box 753, Basseterre, St. Kitts

info@echmb.com

1-869-466-7869

1-869-466-7518

27 May 1994

ECCB Agency Office, Monckton Street, St. George’s, Grenada
Randy Lewis, ACA; FCCA, MBA; AccDir - General Manager (Ag)
Shanna Herbert, ACCA - Accountant

P. O. Box 753, Basseterre

St. Kitts West Indies

ECFH Global Investment Solutions Limited

5" Floor, Financial Centre Building

#1 Bridge Street, P.O. Box 1860

Castries, Saint Lucia

info@ecfhglobalinvestments.com

1(758) 456-6826

1(758) 456-6733

Lawrence Jean—Broker Relationship Manager
Dianne Augustin- Senior Merchant Banking Officer
December 2013

To redeem the following Bonds:-

22" (Tranche 1)  $24,984,700

5" - $11,300,000

22" (Tranche 2)  $49,560,000

22" (Tranche 3)  $35,043,300

1% January, 2014 to 1* January, 2015

One hundred and twenty million, eight hundred and eighty eight thousand

dollars. ($120,888,000)
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2.0

2.1

2.2

2.3

ECHMB STATEMENT

The Prospectus has been delivered to the Eastern Caribbean Securities Regulatory Commission for approval
in accordance with the Securities (Prospectus) Regulations 2001. ECHMB accepts responsibility for all
information provided with regards to the Twenty-fifth (25™) Bond Issues of $120,888,000 Secured Fixed
Rate (Tax Free) Bonds (the Bonds). ECHMB has taken all reasonable care to ensure that the facts stated
herein in relation to ECHMB are true and accurate in all material respects and that there are no other facts
the omission of which makes misleading any statement herein in relation as aforesaid whether of fact or
opinion. ECHMB accepts responsibility accordingly. Approval in accordance with the Securities
(Prospectus) Regulations 2001 was sought and received from the Eastern Caribbean Securities Regulatory
Commission.

In connection with the issue and sale of the Twenty-fifth (25™) Bond Issues of $120,888,000 Secured Fixed
Rate (Tax Free), no person is authorized to give any information or to make any representations not
contained in this document, and ECHMB accepts no responsibility for any such information or
representation.

In this document all references to “dollars” or “$” are to Eastern Caribbean Dollars except for the Caribbean
Development Bank Long Term Loan in Section 3.0 Bond Terms and Conditions-Security, and all references
to “Member Territories” refer to Member Territories encompassed by the Eastern Caribbean Home
Mortgage Bank Agreement Act, No. 8 of 1995.
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3.0 BOND TERMS AND CONDITIONS

Issuer

Instrument Type

Auction Dates & Settlement
Dates

Issue Dates & Issue Amounts

Tenors

Coupon Rates

Over-Allotment Option

Registrar, Transfer and Paying

Eastern Caribbean Home Mortgage Bank (’ECHMB’’)

Secured Fixed Rate (Tax-free) Bond (“The Bond”).

Tranche

1% Tranche
2" Tranche
3" Tranche
4™ Tranche

Tranche

1% Tranche
2" Tranche
3" Tranche
4™ Tranche

Tranche

1% Tranche
2" Tranche
3" Tranche
4™ Tranche

Auction Date
25" March 2014
17" June 2014
1 July 2014

26" August 2014

Issue Date

26" March 2014
18" June 2014
2" July 2014
27" August 2014

Tenor

3 Years
3 Years
4 Years
4 Years

Settlement Date
26" March 2014
18" June 2014
2" July 2014
27" August 2014

Issue Amount
$24,984,700
$11,300,000
$49,560,000
$35,043,300

Redemption Date
26" March 2017
18" June 2017

2" July 2018

27" August 2018

1% Tranche-Competitive Bid Auction up to a maximum of 4.25%
2" Tranche-Competitive Bid Auction up to a maximum of 4.25%
3" Tranche-Competitive Bid Auction up to a maximum of 4.30%
4™ Tranche-Competitive Bid Auction up to a maximum of 4.30%

No Over-Allotment Option

Eastern Caribbean Central Securities Registry (ECCSR)

Agent ECCB Complex, P. O. Box 94, Bird Rock, Basseterre, St. Kitts.

Use of Proceeds To redeem the following Bonds:

Bond Tranche Amount

Bond-5 - $11,300,000
Bond -22 1 $24,984,700
Bond-22 2 $49,560,000
Bond -22 3 $35,043,300

Interest Payments & Due Dates Semi-annually in arrears commencing six (6) months after each Issue
Date, for the duration of the Bond. If the applicable Interest Payment
Date would otherwise fall on a day which is not a Business Day it
shall be postponed to the next day which is a Business Day unless it
would thereby fall in the next calendar month. In the latter event the
Interest Payment Date shall be the date of the immediately preceding

day which is a Business Day.
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Principal Repayment

Security

Issuer Rating

Minimum Bid and Bid
Multiplier

Governing Law

Trading Platform

Method of Issue

Trading Symbol

Bidding Parameters

Broker Fees

Expenses of the Offer

List of Licensed
Intermediaries who are
Members of the ECSE

Bullet at maturity

Fixed and floating charges on the assets of ECHMB, ranking pari
passu with ECHMB’s Existing Bonds and the Caribbean
Development Bank (CDB) Long Term Loan of US$10,000,000
pursuant to a Loan Agreement of 31* January, 2008.

On the 4™ June 2013 CariCRIS has assigned ratings of CariAA-
(Foreign Currency Rating) and CariAA- (Local Currency Rating) on
its regional rating scale on the debt issue of the size of
US$30,000,000 of the ECHMB.

The Bond will be issued in multiples of $5,000 and the minimum bid
amount is $5,000.

The Issue will be governed according to the laws of Grenada.

Each Tranche of the Bond will be issued on the Eastern Caribbean
Securities Market (ECSM).

Uniform Price Auction

The trading symbols will be:-

Tranche Trading
Symbol
1% Tranche HMB260317
2" Tranche HMB180617
3" Tranche HMB020718
4™ Tranche HMB270818

Each investor will be allowed one bid with the option to increase the
amount of the bid at any time during the bidding period.

Investors can participate in the issue through the services of any of the
Licensed Intermediaries, on such terms and such conditions as may be
determined by the Intermediary.

The expenses associated with this 25" Bond Issue of $120,888,000 are
estimated at $500,000, including cost of marketing the Bond Issue and
preparation and printing of the Prospectus, payable by ECHMB.

There are no commissions payables by ECHMB to any person in
consideration of his agreeing to subscribe for the Bond Issue or his
procuring or agreeing to procure subscriptions for this Bond Issue.

= ABI Bank Limited

= Bank of Saint Vincent and the Grenadines Limited
= ECFH Global Investment Solutions Limited

= First Citizens Investment Services Limited

= St. Kitts Nevis Anguilla National Bank Limited

= The Bank of Nevis Limited.
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4.0

4.1

4.2

BOND ADMINISTRATION AND MANAGEMENT

The Bond will be in registered transferable form without interest coupons. The issue of the Bond was
authorized by a Resolution of the Eastern Caribbean Home Mortgage Bank passed on 26™ September 2013
in conformity with the provisions of the Eastern Caribbean Home Mortgage Bank Agreement Act, No. 8 of
1995, and is also guided by the following:-

= Corporate Resolution dated 26™ September 2013, authorizing the 25™ Bond Issue.

The foregoing documents will be available for inspection during usual business hours on any weekday
(public holidays excepted) for a period of thirty (30) days from the date of issuance of this Prospectus. The
foregoing documents will also be available prior to the Settlement Date at the office of the Eastern
Caribbean Home Mortgage Bank, ECCB Complex, Bird Rock Road, Basseterre, St. Kitts and will also be
available for inspection at the Offices of Licensed Intermediaries listed in Section 3.0 above.

5.0 TITLE AND DENOMINATIONS

5.1

5.2.

5.3

5.4

The Bond shall be transferable as personal property, and title will pass upon registration of a proper
instrument of transfer. The Bond will be held in a dematerialized form and the instrument of transfer will be
accompanied by Certification of ownership delivered to the Bondholder by the ECCSR. ECHMB and the
ECCSR may treat the registered holder of any Bond as the absolute owner thereof (whether or not such
Bond shall be overdue and notwithstanding any notice of ownership or writing thereon or any notice of
previous loss or theft or of trust or other interest therein) and the Register of Bondholders shall (in the
absence of willful default, bad faith or manifest error) at all times be conclusive evidence of the amount of
Bond held for each Bondholder for the purpose of making payment and for all other purposes. The Bond
will be issued in multiples of $5,000 and the minimum bid amount is $5,000. Each Bondholder will be
notified by the ECCSR of the amount of the investment and provide Certification of ownership and investor
identification account information.

Status

The principal monies and interest represented by the Bond will be direct, unconditional and secured
obligations of ECHMB and will rank pari passu, without any preference among themselves.

Debenture

The due payment of the principal and interest in respect of the Bond (and all monies payable by ECHMB)
will be secured by a Debenture over the fixed and floating assets of ECHMB.

Interest

5.4.1 Accrual of Interest

The Bond will bear interest from and including the “Issue Date” (which expression means 26"
March 2014 for the 1% Tranche; 2™ Tranche -18" June 2014; 3" Tranche - 2™ July 2014; for the 4™
Tranche 27™ August 2014. Interest in respect of the amount of Bonds represented by each
registered Bond will accrue from day to day and will cease to accrue from the due date for
repayment thereof. A year represents 365 days.
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5.4.2

Interest Payment Dates, Interest Periods and Arrears of Interest.

Interest in respect of the Bond shall be payable on each Interest Payment Date, in respect of the
Interest Period ending on the day immediately preceding such date. Any interest in respect of the
Bond not paid on an Interest Payment Date, together with any other interest in respect thereof not
paid on any other Interest Payment Date shall, so long as the same remains unpaid constitute
“Arrears of Interest”. Arrears of Interest may at the option of ECHMB be paid in whole or in part
at any time upon the expiration of not less than seven days’ notice to such effect given to the
Bondholders, but all Arrears of Interest in respect of all Bonds for the time being outstanding shall
become due in full on the date fixed for any repayment pursuant to Section 5.7 below or on
maturity of the Bond whichever is the earlier. If notice is given by ECHMB of its intention to pay
the whole or any part of Arrears of Interest, ECHMB shall be obliged to do so upon the expiration
of such notice. Arrears of Interest shall not themselves bear interest.

As used herein:

“Interest Payment Date” means the date falling six calendar months after the Issue Date and
thereafter each date which falls six calendar months after the immediately preceding Interest
Payment Date i.e. 26" March and 26" September for the 1% Tranche; and 18" June and 18"
December for the 2™ Tranche; 2™ January and 2" July for the 3" Tranche; and 27" February and
27" August for the 4" Tranche. If the applicable Interest Payment Date would otherwise fall on a
day which is not a Business Day (as defined below) it shall be postponed to the next day which is a
Business Day unless it would thereby fall in the next calendar month. In the latter event the Interest
Payment Date shall be the date immediately preceding the day which is a Business Day. If for any
reason an Interest Payment Date is so determined by the Paying Agent (as defined in sub-
paragraph (c) below) to be, or to be deemed to be, the last Business Day of any calendar month all
subsequent Interest Payment Dates shall (subject as provided below) be the last Business Day of
each 26" March and 26™ September for the 1% Tranche; and 18" June and 18" December for the
2" Tranche; 2" January and 2™ July for the 3 Tranche; and 27" February and 27" August for the
4" Tranche. If, however, after the determination of an Interest Payment Date the same is declared
or determined not to be a Business Day then that Interest Payment Date will be re-determined on
the above basis (mutatis mutandis) except that if such re-determination fails to be made 14 days or
less before that Interest Payment Date as originally determined then that Interest Payment Date as
re-determined will be postponed to the next day which is a Business Day even though such
Business Day falls in the next calendar month. Subsequent Interest Payment Dates will in such
event, nevertheless be determined as if that re-determined Interest Payment Date had fallen on the
last Business Day of the calendar month in which it was originally determined to fall.

“Interest Period” means the period from and including one Interest Payment Date (or, as the case
may be, the Issue Date) up to but excluding the next (or first) Interest Payment Date. “Business
Day” means a day on which Commercial Banks are open for business in the Federation of St Kitts
and Nevis.

5.4.3 Rate of Interest

The Rates of Interest are fixed for the duration of the Bond as follows:-

1% Tranche-Competitive Bid Auction up to a maximum of 4.25%
2" Tranche-Competitive Bid Auction up to a maximum of 4.25%
3" Tranche-Competitive Bid Auction up to a maximum of 4.30%
4™ Tranche-Competitive Bid Auction up to a maximum of 4.30%
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5.4.4 Notifications to be final

All notifications, opinions, determinations, certificates, calculations, quotations and decisions given,
expressed, made or obtained for the purposes of this Section 4, by the Paying Agent or the Trustee,
shall (in the absence of willful default, bad faith or manifest error) be binding on ECHMB, and (in
the absence as aforesaid) no liability to the Bondholders shall attach to the Paying Agent or the
Trustee in connection with the exercise or non-exercise by them of their powers, duties and
discretion.

5.5. Redemption and Purchase

5.5.1 Redemption

The Bond shall be redeemed on the following dates:-

Tranche Redemption
Date

1%Tranche  26™ March 2017

2" Tranche 18" June 2017

3“Tranche 2" July 2018

4" Tranche 27" August 2018

5.5.2 Services of Registrar, Transfer and Paying Agent

5.6

5.7

Upon purchase of the Bond by investors, the ECCSR will provide the services of Registrar, Transfer
and Paying Agent to ECHMB’s 25" Bond Issue. Accordingly, the register of Bondholders will be
transferred and maintained electronically by the ECCSR. The ECCSR is a subsidiary of the ECSE.
The ECCSR operates in a dematerialized environment.

The ECCSR will send to each Bondholder a notification regarding the Bondholders’ investments in
ECHMB’s Bond and provide them with an update of their ownership every six months.
Furthermore, every time there is a movement in the respective Accounts, the ECCSR will send the
Bondholders an activity statement confirming the transactions, which will represent certification of
ownership.

Bondholders will be given an Investor ID and Registry Account Number. The Investor ID is a nine-
digit number followed by a two (2) alpha character country code. All joint holders are required to
designate one of the joint holders to have responsibility for operating the Account, or the Account
will have to be operated jointly.

Payments

Payments in respect of the Principal and Interest will be made by cheque drawn on a bank in any of
the Eastern Caribbean Territories and by direct deposit to designated accounts. Cheques in respect
of interest payments only will be mailed to Bondholders at the addresses appearing in the register of
Bondholders.

Prescription

Any Principal and Interest payable that remains outstanding after the maturity date of the Bond shall
be held by ECHMB in trust for the benefit of the Bondholder, for a period not exceeding seven (7)
years after which all such amounts will be transferred to the Eastern Caribbean Central Bank, for the
benefit of the Bondholder.
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5.12

5.8

5.9

5.10

5.11

Replacement of Bond

Confirmation of ownership of a Bond to be replaced or otherwise shall be obtained directly from the
Registrar, Transfer and Paying Agent at all times, on payment of such costs as may be incurred in
connection therewith.

Further Issues

ECHMB will be at liberty from time to time without the consent of the Bondholders to create and
issue further Bonds either ranking pari passu in all respects (or in all respects save for the first
payment of interest thereon) with the Bond or upon such terms as to interest, conversion, repayment
and otherwise as ECHMB may at the time of the issue thereof determine.

Notices

All notices to the Bondholders will be valid if published in a newspaper in each of the member
territories of the Eastern Caribbean Currency Union (ECCU). Such notice shall be deemed to have
been given on the date of such publication or, if published more than once, on the date of the first
such publication.

Use of Proceeds

To redeem the following the following Bonds:

Bond Tranche Amount

Bond-5 - $11,300,000
Bond -22 1 $24,984,700
Bond-22 2 $49,560,000
Bond -22 3 $35,043,300

Security Issuance Procedures and Settlement and Secondary Market

The 25" Bond will be issued on the ECSM. This will operate on the ECSE trading platform for
both primary issuance and secondary trading. The pricing methodology to be used for selling the
securities will be that of a Competitive Bid Auction. The ECSE and its subsidiaries are responsible
for processing, clearance and settlement of securities and providing the Licensed Intermediaries
with access to their settlement projections report, which indicates the obligations of the
Intermediary.

Licensed Intermediaries are responsible for interfacing with prospective investors, collecting
applications for subscriptions and processing bids on the ECSE platform. Successful investors will
be informed of their payment obligations and funds deducted from their respective accounts with
the Licensed Intermediaries. Refunds in respect of unsuccessful applications will be made to all of
the applicants concerned through their Licensed Intermediaries within ten (10) days of the close of
the issue. For further information of Licensed Intermediaries please contact the Eastern Caribbean
Securities Exchange at info@ecseonline.com or visit its website at www.ecseonline.com
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6.0

6.1

RISK FACTORS

Before embarking on a decision to invest in ECHMB’s Bonds, prospective investors should carefully
consider all the information contained in the Prospectus. Prospective investors are advised to consult their
financial and legal advisors to determine whether these Bonds are suitable investments for them. In light of
their own financial circumstances and investment objectives, prospective investors should consider among
other things the following risk factors.

Operating Results

Operating results have been relatively stable over the last seventeen (17) years. In the last twelve (12)
years ECHMB has paid annual dividends equivalent to $10 per share while maintaining consistency in
servicing its debt in respect of its outstanding Bond Issues and the CDB Long-Term Loan. The results of
ECHMB reflect on the performance of the primary lending institutions, from which it has purchased
mortgages, and their capacity to meet the monthly payments on those mortgages. The following are some
of the risks associated with investing in ECHMB’s Bonds:

6.1.1 Currency Exchange Risk

Foreign exchange risk is the risk that the fair value of the future cash flow of a financial instrument
will fluctuate as a result of changes in foreign exchange rates. ECHMB incurs foreign currency
risks on transactions that are denominated in a currency other than the functional currency that is
the EC Dollar. The main currency giving rise to this risk is the US Dollar, to which the EC Dollar
is fixed at the rate of 2.70. At 31% March 2013, ECHMB had the EC Dollar equivalent of US
Dollar-denominated Financial Assets of $24,380,991, and Financial Liabilities of $21,032,859.
ECHMB will continue to institute measures and procedures to manage any risks that may arise.

6.1.2 Liquidity Considerations

Liquidity risk is the risk that an investor may not be able to find a buyer within a reasonable time,
and any resale may occur on adverse terms. Liquidity may be an important consideration if
ECHMB’s Bonds are bought with the intention of selling them before maturity. It is less important
if investors intend to hold the Bond until maturity. The said ECHMB Bond will have the services
of the ECCSR as Registrar, Transfer and Paying Agent. In that regard, the ECCSR may be able to
provide details of investors within the group who are desirous of trading their securities. ECHMB
cannot guarantee that the market for resale of the Bond will develop, and become sustainable with
sufficient liquidity to allow Bondholders to sell their Bonds. Moreover, even if Bondholders were
to be able to sell their Bonds, the returns may not be comparable to similar investments that have a
developed market. Licensed Intermediaries have agreed with the ECSE to use their best efforts to
facilitate secondary market transactions in ECHMB’s Bonds, but the ECSE may discontinue this
secondary market support. Consequently there is no guarantee of liquidity.

ECHMB has from time to time facilitated the transfer/repurchase of certain of its Bond or portions
of them. But ECHMB provides no assurances of its willingness or ability to repurchase Bonds
upon request by an investor. Each Bond Issue has a role in the management of ECHMB’s
mortgage portfolio. Accordingly, ECHMB must carefully evaluate possible repurchases prior to
maturity, and the impact it would have on portfolio management. In the event that a transfer
through ECHMB is feasible, ECHMB would give due consideration to facilitate the process.

6.1.3 Market Risk

Market Risk refers to the risk that a security will lose value because of changes in market
conditions. The evaluation of market risk depends on an understanding of how an investment will
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respond to a variety of changes such as the level of interest rate, currency values, and other market
factors. The realized value for a debt security which is sold prior to maturity may be more or less
than its principal due upon maturity, depending on market conditions at the time of sale. Neither
ECHMB nor its Board of Directors can warrant the performance of ECHMB in the future, or the
price at which any Bond could be transferred.

6.1.4 Credit Risk

Credit Risk is the risk that because of default by the issuer, the investor will not receive all or part
of the scheduled interest and principal that the issuer is obligated to pay. Payments on the Bond are
to be made indirectly from collections on the mortgage loans that are secured by properties in the
member countries. These payments may be adversely affected by, among other things, a failure by
primary lending institutions to perform their servicing duties and their obligations to repurchase the
mortgage loans that are in arrears. This could materially impair the servicing of the mortgage
loans, resulting in losses on the mortgage loans and indirectly resulting in losses on the Bond.

The primary lending institutions, from which mortgages are purchased, have generally been
making monthly payments on time. Moreover, there is provision in the Sale and Administration
Agreement between ECHMB and the primary lending institution, which requires the primary
lending institution to replace mortgages that are in arrears in excess of three (3) months, thus
ensuring that the high quality of ECHMB’s mortgage portfolio is sustained. However, the
performance of ECHMB is contingent on the ability of the primary lending institutions to meet
their financial obligations to ECHMB. In that regard, the Board of ECHMB has put in place
extensive measures for conducting due diligence of primary lending institutions and reporting
systems on mortgages to ensure that the portfolio is always sound. In addition, ECHMB is
embarking on a project that will allow direct interface with the mortgage servicing system of
primary lending institutions so that information on the status and performance of the mortgages
could be generated in real time.

To mitigate the possibility of credit risk, ECHMB maintains a liquid reserve account sufficient to
cover up to one year’s interest payments on all of its outstanding Bonds.

6.1.5 Economic Risks

The mortgage lending business in which ECHMB is engaged is affected by general economic
conditions prevailing in the region and internationally. Movements in interest rates and especially
the higher yields offered on Government Bonds, and a weakening of the economies of the region,
may have adverse effects on the business of ECHMB.

From time to time the economies of the region have shown signs of weakness in the fiscal and
balance of payment positions. The rates of delinquencies, foreclosures and losses on mortgage
loans could increase as a result of adverse changes in general economic conditions. Neither
ECHMB nor its Board of Directors could provide assurances that future economic developments,
over which ECHMB has no control, will not adversely, affect payments on its Bonds.

6.1.6 Natural Disasters

Hurricanes and other natural disasters could have a significant negative impact on the housing
sector in the region. While every effort is made to ensure that the mortgages which ECHMB
purchases are fully covered with life insurance, as well as insurance for fire and other perils,
hurricanes could also affect the sources of employment of home owners, thus affecting their loan
servicing ability. Hurricanes could have destabilizing effects on the economies of the region with
consequential adverse results on the earnings of ECHMB.
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6.2

6.3

7.0

7.1

7.2

Combating Financial Crime

ECHMB has undertaken initiatives and implemented prudent principles to ensure the organization operates
in compliance with initiatives and principles established for financial institutions. By so doing ECHMB is
ensuring protection for itself and its clients against the dangers of money laundering and other globalized
criminal financial activities.

Suitability

ECHMB’s Bonds may not be a suitable investment for every prospective investor. Before making the
investment, prospective investors should do the following:-

(6.3.1) Review the Financial Statements of ECHMB.

(6.3.2) Should have sufficient knowledge and experience, or have access to such knowledge and
experience, to evaluate the merits and performance of the Bond market and the information
contained in this Prospectus.

(6.3.3)  Should thoroughly understand the terms and conditions and features of the Bond.

(6.3.4)  Should be able to evaluate the general economic conditions, interest rate movements,
trading environment and other factors that may affect the investment.

(6.3.5)  Should have sufficient financial resources and liquidity to bear all risks associated with this
Bond.

The Corporate Bond or Debt Securities market is still at the fledgling stage of its development in the region.
Generally, institutional investors and individuals who purchase Debt Securities do so as a way to diversify
risk or enhance yields. Investment in Debt Securities should be informed by an evaluation to determine
how they will perform under changing conditions and the resulting impact on the overall investment
portfolio.

COMPANY BACKGROUND INFORMATION

The financial system in the ECCU is dominated by commercial banks, which account for more than 70% of
total assets. The majority of the banks function as branch operations of large international banks. Most of
the countries also have similar indigenous banks, for which domestic deposits comprise the major source of
funds. During the decade of the 1990’s the indigenous commercial banks emerged as formidable
participants in the banking sector. They have invested large amounts of their funds in residential mortgages
for new home construction, existing homes and land acquisition, as well as major home improvements. As
a result, most commercial banks witnessed an increase in the percentage of their assets invested in
mortgages.

Residential mortgage loans are originated in transactions between home buyers and mortgage lenders in the
primary mortgage market. Historically, commercial banks, development banks and mortgage companies
have been the primary providers of mortgage capital. On average the commercial banks hold about 25% of
their loan portfolios invested in the housing sector, with funding provided mainly from short-term
customers’ deposits. The average term to maturity of these mortgages is 15 to 25 years. The asset-liability
mismatch between borrowing and lending presents tremendous risks for the liquidity of commercial banks.
The secondary market presents an alternative source of funding for mortgages originated by commercial
banks.
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7.3

1.4

7.5

7.6

8.0

8.1

8.2

ECHMB was established as an independent shareholder-owned and privately managed institution. Its
mandate is to operate the secondary mortgage market by mobilizing resources for housing finance and
providing support to primary lenders. The secondary mortgage market helps to accomplish the following
important housing objectives:

(7.3.1) Correcting cross country imbalances of mortgage credit within ECCU by making funds
available to capital deficient areas to finance new mortgage origination;

(7.3.2)  Allowing primary lenders to originate mortgages for sale rather than to be kept on their
books as portfolio investment;

(7.3.3)  Standardizing mortgage loans thereby attracting investors who traditionally have not
invested in the primary market, thus strengthening the market.

The underlying premise of ECHMB’s business is to serve as a source of liquidity for commercial banks.
But equally important, is the responsibility to serve as an avenue for facilitating home ownership. In that
regard, ECHMB has established partnerships with some institutions that have a similar vision of making
mortgages more affordable to the consuming public.

ECHMB has issued a total of twenty- four (24) Bonds amounting to $707.24m and secured a Long Term
Loan of $27.0m. As at 31 December, 2013, ECHMB has four (4) outstanding Bonds and a Long-Term
Loan amounting in aggregate to $268.75 million. ECHMB is expected to maintain its presence in the
capital market, and thereby replenish its capacity to generate new funding for mortgages. So far, most of the
Bonds issued have been fully subscribed, and have been taken up primarily by institutional investors such as
commercial banks, insurance companies and pension funds, including regional institutions operating outside
the jurisdiction of the ECCU. Individuals have also shown interest in the Bonds offered by ECHMB. The
steady expansion of the investor base reflects the favorable disposition of taxes in all the member countries
of the OECS.

On a broader level, the ECSE continues to operate a highly automated regional stock exchange, with
supporting infrastructure to facilitate secondary market trading in equity and debt instruments. This
initiative provides a platform for creating a secondary market in ECHMB’s Bond for the benefit of
investors.

INCORPORATION

The Eastern Caribbean Home Mortgage Bank was established by the Eastern Caribbean Home Mortgage
Agreement Act 1994, assented to on 27" May, 1994 by the governments of Anguilla, Antigua and Barbuda,
The Commonwealth of Dominica, Grenada, Montserrat, Saint Christopher and Nevis, Saint Lucia and Saint
Vincent and the Grenadines (collectively referred to as ‘the Member Territories”).

ECHMB began commercial operations in April 1996. The Bank has been involved in raising funds on the
capital market through the issuance of Bonds and the securing of a Long Term Loan from CDB. The
proceeds have been used to purchase mortgages and to provide a facility to primary lenders for originating
mortgages.

The purposes of the ECHMB, as described in the Eastern Caribbean Home Mortgage Bank Agreement Act
are: -

8.2.1  to develop and maintain a secondary mortgage market for residential mortgages in member
territories;
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8.2.2
housing;

8.2.3

housing and home finance industry;

8.2.4

8.2.5

to promote the growth and development of the money and capital market;

to contribute to the mobilization and allocation of long term savings for investment in

to support the development of a system of housing finance and provide leadership in the

to improve underwriting practices and to promote services and benefits related to such
mortgages.

8.3 ECHMB was formally registered in Grenada on 16™ September 1996. No Certificate of Incorporation was
issued as ECHMB was created by legislative Act and it is the practice in Grenada to file with the Registrar
of Companies a copy of the Act, and thereafter all other documents relating to the company. The registered
office address of the ECHMB is: ECCB Agency Office, Monckton Street, St. George’s; Grenada.

9.0 PARTICULARS OF LISTED AND UNLISTED SECURITIES ISSUED

THE EASTERN CARIBBEAN HOME MORTGAGE BANK
OUTSTANDING SECURITIES
31% December 2013

Interest | Maturity Issue Maturity
Bondholder Amount Rate Period Date Date
Fifth (5™) Bond Issue 11,300,000 5.90% 15 years 14 June 1999 14, June 2014
Twenty second (22" ) tranchel 24,984,700 6.0% 3 Years 25, March 2011 25,March 2014
Twenty second (22™ ) tranche2 49,560,000 4.72% 3 Years 1, July 2011 1, July 2014
Twenty second (22" ) tranche3 35,043,300 4.497% = 3Years 26, August 2011 26, August 2014
Twenty third (23™) tranchel 27,637,000 4.0% 4 Years 30, January 2012 30, January 2016
Twenty third (23" ) tranche 2 18,770,000 4.0% 4 Years 28, Sept 2012 28, Sept 2016
Twenty fourth (24™) Tranche 1 21,505,000 3.75% 4 Years 30 January 2013 30 January 2017
Twenty fourth (24™) Tranche 2 31,200,000 3.750% = 3 Years 1 July 2013 1 July 2016
Twenty fourth (24™) Tranche 3 30,000,000 3.749% @ 2 Years 2 July 2013 2 July 2015
Caribbean Development Bank 18,750,000 3.95% 12 Years March 5, 2009 March 5, 2021
(CDB) Long-Term Loan
Total 268,750,000
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10.0

BOARD OF DIRECTORS

The Honourable Sir K Dwight Venner

Chairman

The Honourable Sir K Dwight Venner is Governor of the Eastern Caribbean Central Bank (ECCB), a
position he has held since December 1989. He was appointed to the Board of Directors of the ECHMB in
1996, representing the ECCB, the Class A shareholder. Prior to that he served in the position of Director of
Finance and Planning in the Saint Lucian Government between November 1981 and November 1989. The
Hon. Sir Dwight is an Economist by training and was educated at the University of the West Indies, Mona,
Jamaica where he obtained both a Bachelor of Science (BSc) and a Master of Science (MSc) Degree in
Economics. He served as a Junior Research Fellow at the Institute of Social and Economic Research at the
University of the West Indies and then as a Lecturer in Economics from 1974 to 1981.

The Honourable Sir K Dwight Venner has written and published extensively in the areas of Monetary and
International Economics, Central Banking, Public Finance, Economic Development, Political Economy and
International Economic Relations. Currently, he is a member of the Board of Directors of the Eastern
Caribbean Securities Exchange Limited, the Caribbean Knowledge and Learning Network, and a member of
the Commission for Growth and Development, World Bank. He is also Chairman the UWI Open Campus
Council and was Chairman of the OECS Economic Union Task Force.

The Hon Sir Dwight received the award of Commander of the British Empire (CBE) in 1996 in Saint Lucia
and was recognised as a Distinguished Graduate of the University of the West Indies on its 50th
Anniversary in July 1998. In June 2001 he was awarded Knight Commander of the Most Excellent Order of
the British Empire (KBE) in St Vincent and the Grenadines for services to the financial sector. In October
2003, the Hon Sir Dwight was recipient of an honorary degree, the Doctor of Laws from the University of
the West Indies. In December 2011, he was awarded the Saint Lucia Cross for distinguished and outstanding
service of national importance to Saint Lucia.

Mr. Dexter Ducreay
Deputy Chairman

Mr. Dexter Ducreay is the General Manager of A.C. Shillingford & Company Limited, Dominica, a position
he has held since 2000. He holds a B Sc. (Hons) in Accounting from St. John’s University-New York. He
was appointed to the Board of Directors in July 2008, representing Class D shareholders. He is a former
General Manager of Dominica Water and Sewage Company and is credited with leading the amalgamation
of five (5) credit Unions in Dominica which is currently referred to as the National Co-operative Credit
Union. He is the Vice President of the National Cooperative Credit Union Limited, Dominica and has
sixteen (16) years of senior level management experience.

Mailing Address: P. O. Box 1870, Roseau, Dominica
Telephone No.: (767) 235 7788
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Mr. Gordon Derrick
Director

Mr. Gordon Derrick is the Managing Director of G.D.E.C. Limited, Antigua, a position he has held since
2004. Mr. Derrick holds a BSc./Mechanical Engineering from the Florida Institute of Technology and a
MBA/Sacial Science from UWI Cave Hill Campus, Barbados. He was appointed to the Board of Directors
in July 2008, representing Class C shareholders. Mr. Derrick is the General Secretary of the Antigua and
Barbuda Football Association and has been elected the new President of the Caribbean Football Union. He
is a Director of Antigua Commercial Bank, ACB Mortgage &Trust, Antigua and SCS Promotions Limited,
Antigua.

Mailing Address: P. O. Box 359, Lower Fort Road, St. John’s, Antigua
Telephone No.: (268) 462 0471

Mr. Louis Williams
Director

Mr. Louis Williams is the Finance Manager of the National Insurance Scheme, Grenada and holds a
Licentiate in Accounting from the University of Camaguey, Cuba. Mr. Williams is pursuing an MSc. in
Finance with the University of Leicester. He was appointed to the Board of Directors in July 2010,
representing Class B shareholders. He is the Chairman of the Board of Directors of the Presentation
Brothers College Secondary School, in Grenada.

Mailing Address: P. O. Box 322, Melville Street, St. George’s, Grenada
Telephone No.: (473) 440-3309

Mr. Henry Hazel
Director

Mr. Henry Hazel is currently the Chief Executive Officer of Eastern Caribbean Amalgamated Bank
(ECAB). He is a seasoned financial services executive with a sterling track record of exemplary leadership
and significant industry accomplishments. His impressive combination of leadership, technical skills and
broad industry experience distinguishes him as a leading expert in the ECCU banking arena where for in
excess of 20 years he was employed in financial sector regulation, banking supervision and as a Chief
Executive Officer in retail banking.

Mr. Hazel is a Certified Public Accountant (CPA) conferred by the Maryland State Board of Public
Accountancy having undertaken studies at the University of Maryland, USA. He holds Bachelors of Arts
(BA) Degrees in Accounting (summa cum laude) and Mathematics (summa cum laude) from the University
of the US Virgin islands. He is currently enrolled in the Chartered Banker MBA program with the Chartered
Bankers Institute of Learning and the University of Bangor, UK and is expected to be completed in March
2014.

Mailing Address: 1000 Airport Boulevard, Coolidge, P. O. Box 315, St. John’s, Antigua Telephone No:
(268)480-5308
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10.2

10.2

10.3

Other Directorship held by Directors

Honourable Sir K Dwight Venner KBE CBE

= Caribbean Knowledge and Learning Network

= Commission on Growth and Development (Member) (World Bank)
= Eastern Caribbean Securities Exchange

Institute of Connectivity

OECS Economic Union Task Force

UWI Open Campus Council

Gordon Derrick

= General Secretary, Antigua and Barbuda Football Association
= President of the Caribbean Football Union

= Antigua Commercial Bank

= ACB Mortgage & Trust, Antigua

= DSC Promotions Limited, Antigua

Dexter Ducreay
= National Cooperative Credit Union Limited, Dominica

Apart from the “Other Directorships held by Directors” listed is this section of the Prospectus, management
is not aware of any other material contracts entered into by the Directors and other third parties.

Summary of Bylaws relevant to Directors

In accordance with Article 27 of Eastern Caribbean Home Mortgage Bank Agreement Act,
No.8 of 1995, the following applies:

(10.3.1) A Director who is any way interested, whether directly or indirectly in a contract or proposed
contract with the Bank or whose material interest in a company partnership, undertaking or other
business is likely to be affected by a decision of the Board shall disclose the nature of his interest
at the first meeting of the Board at which he is present after the relevant facts come to his
knowledge;

(10.3.2) A disclosure under paragraph (1) of this article shall be recorded in the minutes of the meeting
and after the disclosure the director making it shall not vote on the matter, unless the Board
otherwise directs, shall not be present or take part in the proceedings of any meeting at which the
matter is being discussed or decided by the Board,;

(10.3.3) A Director shall be treated as having an interest in a contract or proposed contract with the Bank
in any matter with which the Bank is concerned if he is director, shareholder, agent or employee
of the company or undertaking that is a party to the contract or proposed contract with the Bank or
where his spouse, parent, child, brother, or sister or the parent, child, brother or sister of his
spouse holds an interest in the company or undertaking;

(10.3.4) For the purpose of this article, a general notice given to the Board by a director to the effect that
he is a member of or otherwise associated with a specific company or undertaking and is to be
regarded as interested in any contract which may after the date of the notice, be made with that
company or undertaking shall be deemed to be a sufficient declaration of interest in relation to any
contract so made
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10.4

10.5

10.6

11.0

THE RULES OF ECHMB PROHIBIT DIRECTORS FROM TRADING WITH
THE COMPANY.

Internal Relationships

There is no Family Relationship between any Director and member of Staff of the ECHMB.

Directors Remuneration

For the year ended March 31, 2012 an amount of $ 78,000 was paid to the Directors.

Legal Proceedings

There are no pending legal matters.

SHAREHOLDING

The present shareholders of the ECHMB fall into four (4) categories in accordance with the Eastern
Caribbean Home Mortgage Bank Agreement Act, No. 8 of 1995. The authorised capital of the Bank is forty
million dollars divided into four hundred thousand shares of one hundred dollars each, in the following
classes-
(a) one hundred thousand Class A shares which may be issued only to the Eastern Caribbean
Central Bank;

(b) sixty thousand Class B shares out of which forty thousand may be issued only to the Social

Security Scheme or National Insurance Board and twenty thousand to any Government owned
or controlled commercial bank;

(c) eighty thousand Class C shares which may be issued only to commercial banks, other than a
Government owned or controlled commercial bank;

(d) forty thousand Class D shares which may be issued only to insurance companies and credit
institutions;

(e) forty thousand Class E shares which may be issued only to the International Finance
Corporation; and

(f) eighty thousand Class F shares which may be issued only to the Home Mortgage Bank of
Trinidad and Tobago.
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SHAREHOLDINGS AS AT 31 DECEMBER 2013

Class Institutions Number | Amount ($) %
A Eastern Caribbean Central Bank 66,812 9,189,920 24.84%
B Social Security Schemes and

National Insurance Boards and
Government Controlled Commercial

Banks 51,178 7,562,200 20.44%
C Other Commercial Banks 80,181 11,062,800 29.90%
D Insurance Companies and Credit

Institutions 70,578 9,185,020 24.82%

268,749 36,999,940 | 100.00%

The structure of the ECHMB’s shareholding fulfils the recommendation that each shareholder has a
reasonable chance in participating in the financial and operating policies of the Bank. ECCB is the largest
single shareholder and holds 24.84% of the equity of ECHMB.

12.0 MANAGEMENT

(12.1) The Board of Directors is chaired by the Honourable Sir K. Dwight Venner, Governor of the ECCB and is
responsible for the strategic direction of the Bank in accordance with the ECHMB Agreement. The Board of
Directors is comprised of five (5) non-executive directors appointed for the tenure of two (2) years. To
ensure that adequate attention is allocated to tasks which require significant investment in time, the Board
has established Committees with approved charters which govern terms of reference, responsibilities and
authority. The Executive Committee is responsible for supervising assets and liability management and
examination and approval of financial commitments in accordance with the Bank’s regulations and policies.
The Audit Committee provides guidance on the Bank’s systems of accounting and internal controls and thus
ensuring the integrity of financial reporting and approves the annual operating budget. This Committee also
serves as an effective liaison between executive management and the external auditors. The Human
Resources Committee is responsible for staff compensation and the approval of amendments to staff
policies. The Strategy Committee considers and approves the Bank’s strategic plans.

Acrticle 27 of the Eastern Caribbean Home Mortgage Bank Agreement requires Directors to declare their

interest, whether directly or indirectly in a contract or proposed contract with the Bank. There are no
contracts between the Directors and the Bank as at 30" November 2013.
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(12.2)

13.0

(13.1)

(13.2)

(13.3)

(13.4)

(13.5)

14.0

(14.1)

(14.2)

(14.3)

The business of the ECHMB is managed through the services of three Departments, each headed by the
following persons:

(i) Finance — Mr. Randy R. Lewis; ACA; FCCA; MBA; Acc. Dir
(i) Mortgage portfolio — Ms Cynthia M. E. Joseph MBA; Dip (Mgt.); CRU
(iif) Research and compliance —  Mr. Dennis S. M. Cornwall Msc. Econ; CRU

ECHMB has the capacity to provide technology services to primary lenders that are involved in originating
and underwriting mortgage loans. As the technology continues to develop investors can expect to see a
closer integration of the respective national markets. ECHMB is well positioned with qualified professionals
to operate successfully in an integrated regional market place, and particularly well equipped to meet
investors’ needs and interests.

OPERATIONAL POLICIES

ECHMB has concentrated on purchasing mortgages in the lower middle to upper income category (i.e.
homes with minimum appraised values of $100,000 and the value of the mortgage loan should not exceed
$1,250,000). The limits are reviewed annually to reflect changes in house prices.

In conformity with ECHMB’s primary function of buying residential mortgage loans, ECHMB has
established standards which financial institutions should meet in order to sell and service loans for ECHMB.
These standards are designed to provide assurances that the financial institution will be qualified to originate
mortgages of good quality and to service them and be able to carry out the obligations of an eligible lender.

Eligible lenders are permitted to sell mortgage loans without ECHMB becoming involved in detailed
reviews of each borrower’s credit-worthiness.

ECHMB also gives commitments to purchase mortgages in order to help builders and developers who may
require a firm advance commitment from the primary mortgage lenders.

ECHMB supervises servicing by the mortgage lenders of all the mortgage loans, which it purchases and is

obligated to perform annual audit checks to ensure that mortgage loans offered for sale are maintained on its
underwriting standards.

FUNDING, PROJECTIONS AND FINANCIAL POSITIONS

Under the Eastern Caribbean Home Mortgage Bank Agreement Act, No. 8 of 1995, ECHMB is authorized
to issue Bonds up to a maximum aggregate capital value of $250,000,000 and the interest payable on those
Bonds is exempt from income tax and any other tax including unemployment levy. The Board of ECHMB,
on the advice of the Monetary Council, may vary the maximum aggregate capital value of the Bonds.

The major expenses of ECHMB are its cost of borrowing and the fees paid to primary lenders for servicing
and administration of the mortgages. The latter has generally been low, given the wholesale nature of
ECHMB’s operations.

Financial Statements appearing in Appendix -1 and 2 are the audited Financial Statements of ECHMB for
the years ended March 2011, 2012 and 2013.
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150 SECURITY ISSUANCE PROCEDURES, CLEARING AND SETTLEMENT,
REGISTRATION OF OWNERSHIP AND SECONDARY MARKET ACTIVITY

The Bond will be issued on the primary market of the ECSM and listed on the secondary market of the
ECSE utilizing a Competitive Bid Auction methodology. The ECSE is responsible for dissemination of
market information, providing Licensed Intermediaries with market access, administering the bidding
process and monitoring and surveillance of the auction.

The ECSE, through the Ea