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INDEPENDENT AUDITORS’ REPORT
To the Shareholders of
The St. Vincent Co-operative Bank Limited
Report on the Financial Statements
We have audited the accompanying financial statements of The St. Vincent Co-operative Bank
Limited, which comprise the statement of financial position as of January 31, 2013, and the
statements of changes in equity, comprehensive income and cash flows for the year then ended,
and a summary of significant accounting policies and other explanatory notes.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements
in accordance with International Financial Reporting Standards. This responsibility includes:
designing, implementing and maintaining internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatements, whether due to
fraud or error; selecting and applying appropriate accounting policies; and making accounting
estimates that are reasonable in the circumstances.
Auditors’ Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditors
consider internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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INDEPENDENT AUDITORS’ REPORT CONT’D
To the Shareholders of
The St. Vincent Co-operative Bank Limited

Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial
position of the St. Vincent Co-operative Bank Limited as of January 31, 2013, and its financial
performance and its cash flows for the year then ended in accordance with International
Financial Reporting Standards.

April 18, 2013
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Statement of Financial Position
As of January 31, 2013
2013
$

2012
$

7,209,405
33,934,905
102,087,011
92,180
846,420
9,019,677
1,246,770

6,533,763
32,275,743
97,366,799
0
870,431
9,108,184
1,760,357

154,436,368

147,915,277

12
13

135,115,285
1,138,401
0
217,441
136,471,127

129,145,152
3,230,606
28,526
231,510
132,635,794

14
15

5,527,362
5,527,362
5,214,119
1,696,398
17,965,241

Notes
ASSETS
Cash resources and balances with banks
Financial investments
Loans
Refundable taxes
Other assets
Property, plant and equipment
Deferred tax asset

6
7
8
9
10
11

Total Assets
LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities
Deposits
Other payables
Taxes payable
Dividend payable
Total Liabilities
Shareholders' Equity
Stated capital
General reserve
Revaluation surplus
Retained earnings (accumulated deficit)
Total Liabilities and Shareholders' Equity
The accompanying notes form an integral part of these financial statements.
APPROVED ON BEHALF OF THE BOARD:-

154,436,368

5,527,362
5,527,362
5,214,119
(989,360)
15,279,483
147,915,277

The St. Vincent Co-Operative Bank Limited
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Statement of Changes in Equity
For the Year Ended January 31, 2013
2013
$

2012
$

5,527,362

5,527,362

At end of year
General Reserve
Beginning of year
Appropriation of earnings

5,527,362

5,527,362

5,527,362
0

5,400,806
126,556

At end of year
Revaluation Surplus
Beginning of year
Addition

5,527,362

5,527,362

5,214,119
0

5,034,497
179,622

At end of year
Retained Earnings
Beginning of year
Less: appropriation to the general reserve
Net profit (loss) for the year

5,214,119

5,214,119

(989,360)
0
2,685,758

(3,398,830)
(126,556)
2,536,026

Stated Capital
Beginning of year

1,696,398
Total Shareholders Equity
The accompanying notes form an integral part of these financial statements.

17,965,241

(989,360)
15,279,483

The St. Vincent Co-Operative Bank Limited
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Statement of Comprehensive Income
For the Year Ended January 31, 2013
Interest Income
Interest Expense
Net Interest Income
Less: Allowance for Impaired Loans

Notes
16
17
8.4

Interest Levy
Selling Expenses
Administrative Expenses
Staff Costs
Depreciation
Other Income
Rental income
Fees and commission
Loss on disposal of fixed assets
Profit before Income Tax
Income Tax

20
21
22
10

2013
$
11,330,199
4,382,697
6,947,502
550,915
6,396,587
637,324
189,996
848,568
1,071,441
133,904
3,515,354

2012
$
11,182,614
4,267,702
6,914,912
150,000
6,764,912
621,359
178,018
822,287
986,659
117,173
4,039,416

5,000
85,661
(400)
3,605,615
(919,857)

30,000
93,696
0
4,163,112
(1,627,086)

Net Profit for the Year
Other Comprehensive Income
Revaluation surplus
Total Other Comprehensive Income

2,685,758

2,536,026

0
0

179,622
179,622

Comprehensive Income for the Year

2,685,758

2,715,648

2,685,758

2,536,026

0.49

0.46

18

Comprehensive Income Attributable to:
Owners of company
Earnings per Share
The accompanying notes form an integral part of these financial statements.
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Statement of Cash Flows
For the Year Ended January 31, 2013
2013
$
Operating Activities
Profit before income tax
Adjustments for
Depreciation
Loss on disposal of fixed assets
Net Profit before Changes in Operating Assets and Liabilities
Increase in loans
Decrease (increase) in other assets
Increase in deposits
(Decrease) increase in other payables
Cash Generated from (Used in) Operations
Income taxes paid
Net Cash Generated from (Used in) Operating Activities
Investing Activities
Additions to property, plant and equipment
Purchase of financial investments
Sale of financial investments
Net Cash Used in Investing Activities

3,605,615

2012
$
4,163,112

133,904
117,173
400
0
3,739,919
4,280,285
(4,720,212) (10,933,044)
24,011
(348,676)
5,970,133
2,339,843
(2,092,205)
1,956,630
2,921,646
(2,704,962)
(526,976)
0
2,394,670
(2,704,962)
(45,797)
(11,268,342)
9,609,180
(1,704,959)

Financing Activity
Dividend paid
Net Cash Used in Financing Activity

(14,069)
(14,069)

Net Movement in Cash Resources

675,642

(407,059)
(4,274,540)
3,539,098
(1,142,501)
0
0
(3,847,463)

Cash Resources - Beginning of Year

6,533,763

10,381,226

Cash Resources - End of Year

7,209,405

6,533,763

The accompanying notes form an integral part of these financial statements.
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Notes to the Financial Statements
For the Year Ended January 31, 2013
1.

Incorporation and Principal Activities
The Bank is incorporated under the laws of St. Vincent and the Grenadines as company 22 of 1994. The
Bank's activities are regulated by the provisions of the Banking Act No. 20 of 33 of 2006. The Bank
operates under a licence issued by the Eastern Caribbean Central Bank. The Bank is engaged in retail
banking and mortgage financing activities.

2.

Date of Authorisation for Issue
These financial statements have been authorized for issue by the Board of Directors on April 18, 2013.

3.

Summary of Significant Accounting Policies
The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all the years presented, unless otherwise
stated.
a.

Basis of Presentation
These financial statements are prepared in International Financial Reporting Standards (IFRS).
Those standards require the use of certain accounting estimates. It also requires management
to exercise its judgement in the process of applying the company’s accounting policies.
Although these estimates are based on management’s best knowledge of current events and
conditions, actual results could differ from these estimates. The areas involving a higher
degree of judgement and or complexity, or areas where assumptions and estimates are
significant to the financial statements are disclosed in Note 5.
In accordance with IFRS assets are initially recognised at the amount of cash or cash equivalent
paid or the fair value of the consideration given to acquire them at the time of acquisition.
Liabilities are initially recongised at the amount of the proceeds received in exchange for the
obligation, or in some circumstances, at the present value of cash and cash equivalent
expected to be paid to satisfy the liability in the normal course of business. Certain assets are
required to be carried at cost while others are required to be re-measured and carried at fair
value.
The movement in fair value of non-financial assets and equity investments which are available
for sale, except investment properties, are accounted through other comprehensive income.
The movement in fair value of financial assets is accounted for through profit and loss.
Standards, Amendments and Interpretations to Existing Standards Effective in 2012
The following standards, amendments and interpretations, which became effective in 2012, are
relevant to the Bank:


IFRS 7 (Amendment) - ‘Financial Instruments: Disclosure’ (Effective July 1, 2011)
The amendments to IFRS 7 increase the disclosure requirements for transactions
involving transfers of financial assets. These amendments are intended to provide
greater transparency around risk exposures of transactions where a financial asset is
transferred but the transferor retains some level of continuing exposure in the asset.



IAS 12 (Amendments) - ‘Income Taxes’ (Effective January 1, 2012)
The amendments to IAS 12 provide an exception to the general principle set out in IAS
12 Income Taxes that the measurement of deferred tax should reflect the manner in
which an entity expects to recover the carrying amount of an asset. Specifically, the
amendments establish a rebuttable presumption that the carrying amount of an
investment property measured using the fair value model in IAS 40 Investment Property
will be recovered entirely through sale.

The St. Vincent Co-Operative Bank Limited
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Notes to the Financial Statements
For the Year Ended January 31, 2013
3.

Summary of Significant Accounting Policies (Cont’d)
a.

Basis of Presentation (Cont’d)
Standards, Amendments and Interpretations to Existing Standards Effective for Reporting
Periods on or after January 1, 2012, but not Relevant


IFRS 1 - ‘First Time Adoption of International Financial Reporting Standards’
(Effective July 1, 2011)
The amendments regarding severe hyperinflation provide guidance for entities
emerging from severe hyperinflation either to resume presenting IFRS financial
statements or to present IFRS financial statements for the first time. There are further
amendments regarding the removal of fixed dates which provide relief to first time
adopters of IFRS from reconstructing transactions that occurred before their date of
transition to IFRS.

Standards, Amendments and Interpretations to Existing Standards that are not yet
Effective and have not been Early Adopted by the Bank


IFRS 13 – ‘Fair Value Measurement’ (Effective January 1, 2013)
IFRS 13 sets out a framework for measuring fair value and required disclosures about
fair value measured. IFRS 13 does not determine when an asset, a liability or an
entity’s own equity instrument is measured at fair value; this is dealt with in other
applicable IFRSs.



IFRS 12 – ‘Disclosure on Interest in Other Entities’ (Effective January 1, 2013)
IFRS 12 is a disclosure standard and is applicable to entities that have interest in
subsidiaries, joint arrangements, associates or unconsolidated structured entities. It
establishes disclosure objectives and specifies minimum disclosures that entities must
provide to meet those objectives. The objective is that an entity should disclose
information that help users of financial statements evaluate the nature of, and risk
associated with, its interests in other entities and effects of those interests on its
financial statements.



IFRS 7 – ‘Financial Instruments: Disclosure’ (Effective January 1, 2013)
The amendments to IFRS 7 require entities to disclose information about rights of
offset and related arrangements for financial instruments under an enforceable master
netting arrangement or similar arrangement.



IAS 16 – ‘Property, Plant and Equipment’ (Effective January 1, 2013)
The improvement clarifies that items such as spare parts, stand-by or servicing
equipment are required to be classified as property, plant and equipment (PPE) when
they meet the definition of PPE, and are classified as inventory when the definition is
not met.



IAS 32 – ‘Financial Instruments: Presentation’ (Effective January 1, 2014)
The amendments address inconsistencies in current practice when applying the
offsetting criteria. They clarify the meaning of ‘currently has legally enforceable right
of set-off’ and that some gross settlement systems may be considered equivalent to net
settlement.

The St. Vincent Co-Operative Bank Limited
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Notes to the Financial Statements
For the Year Ended January 31, 2013
4.

Summary of Significant Accounting Policies (Cont’d)
a.

Basis of Presentation (Cont’d)
Standards, Amendments and Interpretations to Existing Standards that are not yet
Effective and have not been Early Adopted by the Bank (Cont’d)


IAS 1 (Amendment) – ‘Presentation of Financial Statements’ (Effective July 1, 2012)
The amendments require additional disclosures to be made in the comprehensive
income section such that items of other comprehensive income are grouped into two
categories: (a) items that will not be reclassified subsequently to profit or loss; and (b)
items that will be reclassified subsequently to profit or loss when specific conditions
are met. Income tax on items of other comprehensive income is required to be
allocated on the same basis.

b.

Cash, Cash Equivalents and Short-term Investment Securities
Cash equivalents include highly liquid investments with insignificant interest rate risk and
original maturities of ninety (90) days or less at the date of purchase. Investments with
maturities between ninety (90) days and one year at the date of purchase are considered to be
short-term investment securities. Short-term investment securities consist primarily of
investment grade commercial paper, bankers acceptances, and certificates of deposit.

c.

Foreign Currency Translation
These financial statements are expressed in Eastern Caribbean dollars, the Bank’s functional
currency. Foreign currency transactions are translated into the functional currency using the
exchange rates prevailing at the dates of the transactions. Foreign exchange gains and losses
resulting from the settlement of such transactions and from the translation at year-end
exchange rates of monetary assets and liabilities denominated in foreign currencies are
recognised in the statement of earnings.
Changes in the fair value of monetary securities denominated in foreign currency classified as
available for sale are analysed between translation differences resulting from changes in the
amortised cost of the security and other changes in the carrying amount of the security.
Translation differences related to changes in the amortised cost are recognised in profit and
loss, and other changes in the carrying amount are recognised in equity.
Translation differences on non-monetary items, such as equities held at fair value are
recognised in other comprehensive income, and are reported as part of the fair value gain or
loss. Translation differences on non-monetary items, such as equities classified as availablefor-sale financial assets, are included in the fair value reserve in equity.

d.

Offsetting Financial Instruments
Financial assets and liabilities are offset and the net amount reported in the statement of
financial position when there is a legally enforceable right to offset the recognised amounts
and there is an intention to settle on a net basis, or realize the asset and settle the liability
simultaneously.

e.

Loans to Members
Loans are stated net of allowance for loan losses. The allowance for losses is based on an
annual appraisal of loans. Specific and general provision for loan losses is based on the yearend appraisal of loans. The specific element relates to identified loans whereas the general
element related to latent bad and doubtful loans which are present in any loan portfolio but
have not been specifically identified. Loans are written down to estimated realizable value
when the normal financial relationship with the member has ceased; interest on the loan up to
that time is credited to operations and provision is made where appropriate.

The St. Vincent Co-Operative Bank Limited
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Notes to the Financial Statements
For the Year Ended January 31, 2013
3.

Summary of Significant Accounting Policies (Cont’d)
f.

Interest Income and Expense
Interest income and expense are recognised in the statement of comprehensive income for all
instruments measured at amortised cost using the accrual method, except for held-to-maturity
investments which use the effective interest method.
The effective interest method is a method of calculating the amortised cost of a financial asset
or a financial liability and of allocating the interest income or interest expense over the
relevant period.
The effective interest rate is the rate that exactly discounts estimated future cash payments or
receipts through the expected life of the financial instrument or, when appropriate, a shorter
period to the net carrying amount of the financial asset or financial liability. When calculating
the effective interest rate, the Bank estimates cash flows considering all contractual terms of
the financial instrument (for example, prepayment options) but does not consider future credit
losses. The calculation includes all fees paid or discounts received between parties to the
contract that are an integral part of the effective interest rate.
Once a financial asset or group of similar financial assets has been written down as a result of
an impairment loss, interest income is recognised using the rate of interest used to discount
the future cash flows for the purpose of measuring the impairment loss.

g.

Revenue on Non-Productive Loans
Revenue is recognised on loans categorised as non-productive only to the extent that interest
payments have been received.

h.

Accounts Payable and Accrued Liabilities
Accounts payable and accrued liabilities are recognized initially at the transaction price and
subsequently measured at amortised cost using the effective interest method.

i.

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

j.

Property, Plant and Equipment
All property, plant and equipment are stated at cost less depreciation except land, and
buildings which are revalued at fair value and are carried at fair value less subsequent
depreciation.
Subsequent costs are included in the asset’s carrying amount or are recognised as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with
the item will flow to the Bank and the cost of the item can be measured reliably.

The St. Vincent Co-Operative Bank Limited
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Notes to the Financial Statements
For the Year Ended January 31, 2013
3.

Summary of Significant Accounting Policies (Cont'd)
j.

Property, Plant and Equipment
The carrying value of items of property, plant and equipment is amortised and charged as
depreciation through the profit and loss. The depreciation of items of property, plant and
equipment is determined each reporting period by reference to the rate of utilization of the
items relative to their expected service life to the Bank less any expected residual value on
retirement. The main classification of property, plant and equipment are depreciated on a
declining balance basis using the following rate:
Buildings
Furniture and fixtures
Equipment
Generator
Motor vehicle

2%
15%
15 – 20%
20%
25%

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each
statement of financial position date. Assets that are subject to amortization (depreciation) are
reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable. An asset’s carrying amount is written down
immediately to its recoverable amount if the asset’s carrying amount is greater than its
estimated recoverable amount. The recoverable amount is the higher of the asset’s fair value
less costs to sell and value in use.
Gains or losses on disposals are determined by comparing proceeds with carrying amount.
These are included in other operating expenses in the profit and loss. Any gains or losses
arising on the remeasured value of the Bank’s property is included in other comprehensive
income.
k.

Financial Assets
The Bank classified its financial assets in the following categories:
(i)

financial assets at fair value through profit or loss;

(ii)

loans and receivables;

(iii)

held-to-maturity investments; and

(iv)

available-for-sale financial assets.

Management determines the classification of its investments at initial recognition.
i)

Financial Assets at Fair Value through Profit or Loss
This category has two sub-categories: financial assets held for trading, and those
designated at fair value through profit or loss at inception.
A financial asset is classified as held for trading if it is acquired or incurred principally
for the purpose of selling or repurchasing in the near term or if it is part of a portfolio
of identified financial instruments that are managed together and for which there is
evidence of a recent actual pattern of short-term profit-taking.

The St. Vincent Co-Operative Bank Limited

13

Notes to the Financial Statements
For the Year Ended January 31, 2013
3.

Summary of Significant Accounting Policies (Cont'd)
k.

Financial Assets (Cont’d)
i)

Financial Assets at Fair Value through Profit or Loss (Cont’d)
Financial assets and financial liabilities are designated at fair value through profit or
loss when:

•

Doing so significantly reduces measurement inconsistencies that would arise if
the related derivatives were treated as held for trading and the underlying
financial instruments were carried at amortised cost, such as loans and
advances to customers or banks, and debt securities in issue;

•

Certain investments, such as equity investments, that are managed and
evaluated on a fair value basis in accordance with a documented risk
management or investment strategy and reported to key management
personnel on that basis, are designated at fair value through profit and loss;
and

•

Financial instruments, such as debt securities held, containing one or more
embedded derivatives that significantly modify the cash flows, are designated
at fair value through profit and loss.

Gains and losses arising from changes in the fair value of derivatives that are managed in
conjunction with designated financial assets or financial liabilities are included in ‘net income
from financial instruments designated at fair value.’
ii)

Loans and Receivables
Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market, other than: (a) those that the entity
intends to sell immediately or in the short-term, which are classified as held for
trading, and those that the entity upon initial recognition designates as at fair value
through profit or loss; (b) those that the entity upon recognition designates as
available-for-sale; or (c) those for which the holder may not recover substantially all of
its initial investment, other than because of credit deterioration.

iii)

Held-to-Maturity Investments
Held-to-maturity investments are non-derivative financial assets with fixed or
determine payments and fixed maturities that the Bank’s management has positive
intention and ability to hold to maturity. If the Bank were to sell a significant amount
of held-to-maturity assets, the entire category would be reclassified as available-forsale.

iv)

Available-for-Sale Financial Assets
Available-for-sale investments are those intended to be held for an indefinite period of
time, which may be sold in response to needs for liquidity or changes in interest rates,
exchange rates or equity prices.
Regular-way purchases and sales of financial assets at fair value through profit or loss,
held-to-maturity and available-for-sale are recognised on trade-date – the date on
which the Bank commits to purchase or sell the asset.

The St. Vincent Co-Operative Bank Limited
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Notes to the Financial Statements
For the Year Ended January 31, 2013
4.

Summary of Significant Accounting Policies (Cont'd)
k.

Financial Assets (Cont’d)
v)

Available-for-Sale Financial Assets (Cont’d)
Financial assets are initially recognised at fair value plus transactions costs for all
financial assets not carried at fair value through profit or loss. Financial assets carried
at fair value through profit and loss are initially recognised at fair value, and
transactions costs are expensed in the statement of comprehensive income. Financial
assets are derecognised when the rights to receive cash flows from the financial assets
have expired or where the Bank has transferred substantially all risks and rewards of
ownership. Financial liabilities are derecognised when they are extinguished – that is,
when the obligation is discharged, cancelled or expires.
Available-for-sale financial assets and financial assets at fair value through profit or
loss are subsequently carried at fair value. Loans and receivables and held-to-maturity
investments are carried at amortised cost using the effective interest method. Gains
and losses arising from changes in the fair value of the ‘financial assets at fair value
through profit or loss’ category are included in the income statement in the period in
which they arise. Gains and losses arising from changes in the fair value of availablefor-sale financial assets are recognised directly in equity, until the financial asset is
derecognised or impaired. At this time, the cumulative gain or loss previously
recognised in equity is recognised in profit or loss. However, interest calculated using
the effective interest method and foreign currency gains and losses on monetary assets
classified as available-for-sale are recognised in the statement of comprehensive
income. Dividends on available-for-sale equity instruments are recognised in the
statement of comprehensive income when the entity’s right to receive payment is
established.

The fair value of quoted investments in active markets is based on current bid prices. If there
is no active market for a financial asset, the Bank establishes fair value using valuation
techniques. These include the use of recent arm’s length transactions, discounted cash flow
analysis, option pricing models and other valuation commonly used by market participants.
l.

Impairment of Financial Assets
Assets Carried at Amortized Cost
At each reporting date, the Bank assesses whether there is objective evidence that a financial
asset or group of financial assets is impaired. A financial asset or group of financial assets is
impaired and impairment losses are incurred if, and only if, there is objective evidence of
impairment as a result of one or more events that occurred after the initial recognition of the
asset (a ‘loss event’) and that loss event (or events) has an impact on the estimated future
cash flows of the financial asset or group of financial assets that can be reliably estimated.
Objective evidence that a financial asset or group of assets is impaired includes observable
data that comes to the attention of the Bank about the following events: i)

Significant financial difficulty of the issuer or obligor;

ii)

A breach of contract, such as a default or delinquency in interest or principal
payments;

iii)

The Bank granting to the borrower, for economic or legal reasons relating to the
borrower’s financial difficulty, a concession that the lender would not otherwise
consider;

iv)

It becoming probable that the borrower will enter bankruptcy or other financial
reorganization;

v)

The disappearance of an active market for that financial asset because of financial
difficulties; or

The St. Vincent Co-Operative Bank Limited
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Notes to the Financial Statements
For the Year Ended January 31, 2013
3.

Summary of Significant Accounting Policies (Cont’d)
l.

Impairment of Financial Assets (Cont’d)
Assets Carried at Amortized Cost (Cont’d)
vi)

Observable data indicating that there is a measurable decrease in the estimated future
cash flows from a group of financial assets since the initial recognition of those assets,
although the decrease cannot yet be identified with the individual financial assets in
the group, including:
a.

adverse changes in the payment status of borrowers in the group; or

b.

national or local economic conditions that correlate with defaults on the assets
in the group.

The Bank first assesses whether objective evidence of impairment exists individually for
financial assets that are individually significant, and individually or collectively for financial
assets that are not individually significant. If the Bank determines that no objective evidence
of impairment exists for an individually assessed financial asset, whether significant or not, it
includes the asset in a group of financial assets with similar credit risk characteristics and
collectively assesses them for impairment. Assets that are individually assessed for impairment
and for which an impairment loss is or continues to be recognized are not included in a
collective assessment of impairment.
If there is objective evidence that an impairment loss on loans and receivables or held-tomaturity investments carried at amortized cost has been incurred, the amount of the loss is
measured as the difference between the asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit losses that have not been incurred)
discounted at the financial asset’s original effective interest rate. The carrying amount of the
asset is reduced through the use of an allowance account and the amount of the loss is
recognized in the statement of comprehensive income. If a loan or held-to-maturity
investment has a variable interest rate, the discount rate for measuring any impairment loss is
the current effective interest rate determined under the contract.
The calculation of the present value of the estimated future cash flows of a collateralized
financial asset reflects the cash flows that may result from foreclosure less costs for obtaining
and selling the collateral, whether or not foreclosure is probable.
For the purposes of a collective evaluation of impairment, financial assets are grouped on the
basis of similar credit characteristics (i.e., on the basis of the Bank’s grading process that
consider asset type, industry, collateral type, past-due status and other relevant factors).
Those characteristics are relevant to the estimation of future cash flows for groups of such
assets by being indicative of the debtors’ ability to pay all amounts due according to the
contractual terms of the asset being evaluated.
Future cash flows in a group of financial assets that are collectively evaluated for impairment
are estimated on the basis of the contractual cash flows of the assets in the Bank, and
historical loss experience for assets with credit risk characteristics similar to those in the Bank.
The methodology and assumptions used for estimating future cash flows are reviewed regularly
by the Bank to reduce any differences between loss estimates and actual loss experience.
When a loan is uncollectible, it is written off against the related provision for loan impairment.
Such loans are written off after 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 for loan impairment in the statement of
comprehensive income.
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3

Summary of Significant Accounting Policies (Cont’d)
l.

Impairment of Financial Assets (Cont’d)
Assets Carried at Amortized Cost (Cont’d)
If, in a subsequent period, the amount of the impairment loss decreases and the decrease can
be related objectively to an event occurring after the impairment was recognized (such as an
improvement in the debtor’s credit rating), the previously recognized impairment loss is
reversed by adjusting the allowance account. The amount of the reversal is recognized in the
statement of comprehensive income.
Assets Carried at Fair Value
At each reporting date, the Bank assesses whether there is objective evidence that a financial
asset or a group of financial assets is impaired. In the case of equity investments classified as
available-for-sale, a significant or prolonged decline in the fair value of the security below its
cost is considered in determining whether the securities are impaired. If any such evidence
exists for available-for-sale financial assets, the cumulative loss – measured as the difference
between the acquisition cost and current fair value, less any impairment loss on that financial
asset previously recognized in equity – is removed from equity and recognized in the statement
of comprehensive income. Impairment losses recognized in the statement of comprehensive
income on equity instruments are not reversed through the statement of comprehensive
income. If in subsequent period, the fair value of debt instrument classified as available-forsale increases and the increase can be objectively related to an event occurring after the
impairment loss was recognized in operations, the impairment loss is reversed through the
statement of comprehensive income.
Renegotiated Loans
Loans that are either subject to collective impairment assessment or individually significant
and whose terms have been renegotiated are no longer considered to be past due but are
treated as new loans. In subsequent years, the asset is considered to be past due on the basis
of the renegotiated terms and conditions.

m.

Impairment of Other Non-Financial Assets
Assets that have an indefinite useful life are not subject to amortization and are tested
annually for impairment. Assets that are subject to amortization are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognized for the amount by which the asset’s carrying
amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s
fair value less costs to sell and value in use. For the purposes of assessing impairment, assets
are grouped at the lowest levels for which there are separately identifiable cash flows (cash
generating units).
Impairment and Allowance Policies
Impairment allowances are recognized for financial reporting purposes only for losses that have
been incurred at the reporting date based on objective evidence of impairment. Due to
different methodologies employed, the amount of incurred credit losses provided for in the
financial statements are usually lower than the amount determined from the expected loss
model that is used for internal operational management and banking regulation purposes.
The impairment allowance reflected in the financial statements at reporting date is derived
from the internal rating classifications. For financial statement purposes the allowance for
impairment is estimated after comparing the carrying value of the loan to the fair value of the
security, if any, held by the Bank less any cost of realization of the security.
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3.

Summary of Significant Accounting Policies (Cont’d)
n.

Employee Benefits
Pension Obligation
The Bank operates a defined contribution pension scheme. The scheme is generally funded
through payments to trustee-administered funds, determined by the provisions of the plan.
A defined contribution plan is a pension plan under which the Bank pays fixed contributions
into a separate entity. The Bank has no legal or constructive obligations to pay further
contributions if the fund does not hold sufficient assets to pay all employees the benefits
relating to employee service in the current and prior periods.
The Bank pays contributions to publicly or privately administered pension insurance plans on a
mandatory, contractual or voluntary basis. The Bank has no further payment obligations once
the contributions have been paid. The contributions are recognised as employee benefit
expense when they are due. Prepaid contributions are recognised as an asset to the extent
that a cash refund or a reduction in the future payments is available.

o.

Deferred Income Tax
Deferred income tax is provided in full, using the liability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the
financial statements. Deferred income tax is determined using tax rates (and laws) that have
been enacted or substantially enacted by the reporting date and are expected to apply when
the related deferred income tax asset is realised or the deferred income tax liability is settled.
The principal temporary differences arise from depreciation of property, plant and equipment,
provisions for pensions and other post-retirement benefits and tax losses carried forward; and,
in relation to acquisitions, on the difference between the fair values of the net assets acquired
and their tax base. The rates enacted or substantively enacted at the reporting date are used
to determine deferred income tax. However, the deferred income tax is not accounted for if it
arises from initial recognition of an asset or liability in a transaction other than a business
combination that at the time of the transaction affects neither accounting nor taxable profit or
loss.
Deferred tax assets are recognised where it is probable that future taxable profit will be
available against which the temporary differences can be utilised.
The tax effects of income tax losses available for carry-forward are recognised as an asset
when it is probable that future taxable profits will be available against which these losses can
be utilised.

p.

Provisions
Provisions for restructuring costs and legal claims are recognised when: the Bank has a present
legal or constructive obligation as a result of past events; it is more likely than not that an
outflow of resources will be required to settle the obligation; and the amount has been reliably
estimated.
Where there are a number of similar obligations, the likelihood that an outflow will be required
in settlement is determined by considering the class of obligations as a whole. A provision is
recognised even if the likelihood of an outflow with respect to any one item included in the
same class of obligations may be small.
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3.

Summary of Significant Accounting Policies (Cont’d)
p.

Provisions (Cont’d)
Provisions are measured at the present value of the expenditures expected to be required to
settle the obligation using a pre-tax rate that reflects current market assessments of the time
value of money and the risk specific to the obligation. The increase in the provision due to
passage of time is recognised as interest expense.

q.

Stated Capital
a)

Share Issue Cost
Incremental costs directly attributable to the issue of new shares or options or to the
acquisition of the Bank’s own shares are shown in equity as a deduction from the
proceeds.

b)

Dividends on Ordinary Shares
Dividends on ordinary shares are recognized in equity in the period in which they are
approved or declared by the Bank’s shareholders.
Dividends for the year that are declared after reporting date are dealt with in the
subsequent events note.

4.

Financial Risk Management
The Bank’s activities expose it to a variety of financial risks and those activities involve the analysis,
evaluation, acceptance and management of some degree of risk or combination of risks. Taking risk is
core to the financial business, and the operational risks are an inevitable consequence of being in
business. The Bank’s aim is therefore to achieve an appropriate balance between risk and return and
minimise potential adverse effects on the Bank’s financial performance.
The Bank’s risk management policies are designed to identify and analyse these risks, to set
appropriate risk limits and controls, and to monitor the risks and adherence to limits by means of
reliable and up-to-date information systems. The Bank regularly reviews its risk management policies
and systems to reflect changes in markets, products and emerging best practice.
Risk management is carried out by Management under policies approved by the Board of Directors. The
Bank’s Management identifies, evaluates and hedges financial risks in close co-operation with the
Bank’s operating units. The Board provides written principles for overall risk management, as well as
written policies covering specific areas, such as foreign exchange risk, interest rate risk, credit risk,
and non-derivative financial instruments. The most important types of risk are credit risk, liquidity
risk, market risk and other operational risk. Market risk includes currency risk, interest rate and other
price risk.

4.1.

Credit Risk
The Bank takes on exposure to credit risk, which is the risk that a counterparty will cause a financial
loss for the Bank by failing to discharge an obligation. Credit risk is the most important risk for the
Bank’s business; management therefore carefully manages its exposure to credit risk. Credit exposures
arise principally in lending activities that lead to loans and advances, and investment activities that
bring debt securities and other bills into the Bank’s asset portfolio. There is also credit risk in offreporting financial instruments, such as loan commitments. The credit risk management and control
are centralised in the management team of the Bank and reported to the Board of Directors regularly.
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4.

Financial Risk Management (Cont’d)

4.1.

Credit Risk (Cont’d)
The following summarises the maximum credit risk: Deposits with commercial banks
Investment securities
Loans
Interest receivable on held to maturity financial assets

2013
$
5,915,104
33,934,905
102,087,011
779,518

2012
$
5,373,880
32,275,743
97,366,799
823,081

142,716,538 135,839,503
4.1.1

Credit Risk Measurement
Loans and Advances
In measuring credit risk of loans and advances to customers and to banks at a counterparty level, the
Bank reflects three components:
(i)

the ‘probability of default’ by the client or counterparty on its contractual obligations;

(ii)

current exposures to the counterparty and its likely future development, from which
the Bank derives the ‘exposure at default’; and

(iii)

the likely recovery ratio on the defaulted obligations (the ‘loss given default’).

These credit risk measurements, which reflect expected loss (the ‘expected loss model’) and are
required by the Eastern Caribbean Central Bank Regulations (Prudential Credit Guidelines), are
embedded in the Bank’s daily operational management. The operational measurements can be
contrasted with impairment allowances required under IAS 39, which are based on losses that have
been incurred at the reporting date (the ‘incurred loss model’) rather than expected losses.
(i)

The Bank assesses the probability of default of individual counterparties using internal rating
tools tailored to the various categories of the counterparty. They have been developed
internally and combine statistical analysis with credit officer judgement and are validated,
where appropriate, by comparison with externally available data. Clients of the Bank are
segmented into classes. The Bank’s rating scale complies with guidelines issued by the Eastern
Caribbean Central Bank.

(ii)

Exposure at default is based on the amounts the Bank expects to be owed at the time of
default. For example, for a loan this is the face value. For a commitment, the Bank includes
any amount already drawn plus the further amount that may have been drawn by the time of
default, should it occur.

(iii)

Loss given default or loss severity represents the Bank’s expectation of the extent of loss on a
claim should default occur. It is expressed as percentage loss per unit of exposure and
typically varies by type of counterparty, type and seniority of claim and availability of
collateral or other credit mitigation.
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4.

Financial Risk Management (Cont’d)

4.1.2

Risk Limit Control and Mitigation Policies
The Bank manages, limits and controls concentrations of credit risk whenever they are identified, in
particular to individual counterparties and groups, and industries.
The Bank structures the levels of credit risk it undertakes by placing limits on the amount of risk
accepted in relation to one borrower, or groups of borrowers, and to geographical and industry
segments. Such risks are monitored on a revolving basis and subject to an annual or more frequent
review, when considered necessary. Limits on the level of credit risk by product, and industry sector
are approved quarterly by the Board of Directors.
Exposure to credit risk is also managed through regular analysis of the ability of borrowers and
potential borrowers to meet interest and capital repayment obligations and by changing these lending
limits where appropriate.
Some other specific control and mitigation measures are outlined below.
Collateral
The Bank employs a range of policies and practices to mitigate credit risk. The most traditional of
these is the taking of security for funds advanced, which is common practice. The Bank implements
guidelines on the acceptability of specific classes of collateral or credit risk mitigation. The principal
collateral types for loans and advances are:
i.

Mortgages over residential properties;

ii.

Charges over business assets such as premises, inventory and accounts receivable;

iii.

Charges over financial instruments such as debt securities and equities.

Longer-term finance and lending to corporate entities are generally secured. In addition, in order to
minimise credit loss, the Bank seeks additional collateral from the counterparty as soon as impairment
indicators are noticed for the relevant individual loans and advances.
4.1.3. Impairment and Provisioning Policies
Impairment provisions are recognised for financial reporting purposes only for losses that have been
incurred at the reporting date based on objective evidence of impairment, based on the results of its
internal rating tools, as described in credit risk measurement.
The internal rating tool assists management to determine whether objective evidence of impairment
exists under IAS 39, based on the following criteria set out by the Bank:




Delinquency in contractual payments of principal or interest;






Breach of loan covenants or conditions;

Cash flow difficulties experienced by the borrower (e.g. equity ratio, net income
percentage of sales);
Initiation of bankruptcy proceedings;
Deterioration of the borrower’s competitive position; and
Deterioration in the value of collateral.

The Bank’s policy requires the review of individual financial assets that are above materiality
thresholds at least annually or more regularly when individual circumstances require. Impairment
allowances on individually assessed accounts are determined by an evaluation of the incurred loss at
the statement of financial position date on a case-by-case basis, and are applied to all individually
significant accounts. The assessment normally encompasses collateral held (including re-confirmation
of its enforceability) and the anticipated receipts for that individual account.
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Financial Risk Management (Cont’d)

4.2.

Market Risk
The Bank takes on exposure to market risks, which is the risk that the fair value or future cash flows of
a financial instrument will fluctuate because of changes in market prices. Market risks arise from open
positions in interest rate, currency and equity products, all of which are exposed to general and
specific market movements and changes in the level of volatility of market rates or prices such as
interest rates, credit spreads, foreign exchange rates and equity prices. The Bank separates exposures
to market risk into either trading or non-trading portfolios.
The market risks arising from trading and non-trading activities are regularly reported to the Board of
Directors.
The Bank is not engaged in any market trading activities on behalf of any client or customer.
Non-trading portfolios primarily arise from the interest rate management of the entity’s retail and
commercial banking assets and liabilities. Non-trading portfolios also consist of foreign exchange and
equity risks arising from the Bank’s held-to-maturity and available-for-sale investments.

4.2.1. Interest Rate Risk
Cash flow interest rate risk 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 risk is the risk that the value of a
financial instrument will fluctuate because of changes in market interest rates. The Bank takes on
exposure to the effects of fluctuations in the prevailing levels of market interest rates on both its fair
value and cash flow risks. Interest margins may increase as a result of such changes but may reduce
losses in the event that unexpected movements arise. The Board sets limits on the level of mismatch
of interest rate repricing that may be undertaken, which is monitored daily.
The table below summarizes the Bank’s exposure to interest rate risks.
Up to
One Year
$

One to
Five Years
$

Over
Five Years
$

Non-Interest
Bearing
$

As of January 31, 2013
Assets
Liabilities

19,943,988
135,899,170

32,865,599
0

88,654,039
0

2,547,213
354,516

Interest Sensitivity Gap

(115,955,182)

32,865,599

88,654,039

As of January 31, 2012
Total Assets
Total Liabilities

36,310,661
129,908,143

28,589,284
0

67,656,245
0

Interest Sensitivity Gap

(93,597,482)

28,589,284

67,656,245

Total
$
144,010,839
136,253,686
5,564,456

4,443,196
2,426,615

136,999,386
132,334,758
2,648,047
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Financial Risk Management (Cont’d)

4.3.

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

4.3.1

Liquidity Risk Management Process
The Bank’s liquidity management process, as carried out within the Bank and monitored by
Management, includes:



Day-to-day funding, managed by monitoring future cash flows to ensure that
requirements can be met. This includes replenishment of funds as they mature or are
borrowed by customers.



Maintaining a portfolio of highly marketable assets that can easily be liquidated as
protection against any unforeseen interruption to cash flow;



Monitoring reporting liquidity ratios against internal and regulatory requirements; and



Managing the concentration and profile of debt maturities.

Monitoring and reporting take the form of cash flow measurement and projections for the next day,
week and month respectively, as these are key periods for liquidity management. The starting point
for those projections is an analysis of the contractual maturity of the financial liabilities and the
expected collection date of the financial assets.
Management also monitors unmatched medium-term assets, the level and type of undrawn lending
commitments and the usage of overdraft facilities.
Up to
One Year
$

One to
Five Years
$

Over
Five Years
$

Total
$

21,948,741
136,253,686

32,086,081
0

89,976,017
0

144,010,839
136,253,686

(114,304,945)

32,086,081

89,976,017

7,757,153

As at January 31, 2012
Total Assets
Total Liabilities

41,576,938
132,334,758

27,766,203
0

67,656,245
0

136,999,386
132,334,758

Net Liquidity Gap

(90,757,820)

27,766,203

67,656,245

4,664,628

As at January 31, 2013
Assets
Liabilities
Net Liquidity Gap

4.3.2. Funding Approach
Sources of liquidity are regularly reviewed by executive management.
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Financial Risk Management (Cont’d)

4.4.

Capital Management
The Bank’s objectives when managing capital, which is a broader concept than the ‘equity’ on the
face of reportings, are:



To comply with the capital requirements of the Banking Act 2006;



To comply with the capital requirements set by the Eastern Caribbean Central Bank;



To safeguard the Bank’s ability to continue as a going concern so that it can continue
to provide returns for shareholders and benefits for other stakeholders; and



To maintain a strong capital base to support the development of its business.

Capital adequacy and the use of regulatory capital are monitored daily by the Bank’s management,
employing techniques based on the guidelines developed by the Basel Committee and the European
Community Directives, as implemented by the Eastern Caribbean Central Bank, for supervisory
purposes. The required information is filed with the ECCB on a quarterly basis.
5.

Critical Accounting Estimates and Judgements
The Bank makes estimates and assumptions that affect the reported amounts of assets and liabilities
within the next financial year. Estimates and judgements are continually evaluated and are based on
historical experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances.
a.

Impairment Losses on Loans and Advances
The Bank reviews its loan portfolio to assess impairment at least on a quarterly basis. In
determining whether an impairment loss should be recorded in the statement of comprehensive
income, the Bank makes judgement as to whether there is any observable data indicating that
there is a measurable decrease in the estimated future cash flows from a portfolio of loans
before the decrease can be identified with an individual loan in that portfolio. This evidence
may include observable data indicating that there has been an adverse change in the payment
status of borrowers in a group, or local economic conditions that correlate with defaults on
assets in the group. Management uses estimates based on historical loss experience for assets
with credit risk characteristics and objective evidence of impairment similar to those in the
portfolio when scheduling its future cash flows. The methodology and assumptions used for
estimating both the amount and timing of future cash flows are reviewed regularly to reduce
any differences between loss estimates and actual loss experience.

b.

Impairment of Available-for-Sale Equity Investments
The Bank determines that available-for-sale equity investments are impaired when there has
been a significant or prolonged decline in the fair value below its cost. This determination of
what is significant or prolonged requires judgement. In making this judgement, the Bank
evaluates, among other factors, when there is evidence of deterioration in the financial health
of the investee industry and sector performance, changes in technology and operational and
financing cash flows. There were no declines in fair value below cost considered significant or
prolonged as at January 31, 2013.
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c.

Held-to-Maturity Investments
The Bank follows the IAS 39 guidance on classifying non-derivative financial assets with fixed or
determinable payments and fixed maturity as held-to-maturity. This classification requires
significant judgment. In making this judgement, the Bank evaluates its intention and ability to
hold such investments to maturity. If the Bank fails to keep these investments to maturity
other than for the specific circumstances – for example, selling an insignificant amount close to
maturity – it will be required to reclassify the entire category as available-for-sale. The
investments would therefore be measured at fair value not amortised cost.

6.

Cash Resources and Balances with Banks
Cash on hand
Cheques and other items in transit
Deposits with other banks

2013
$
949,214
345,087
5,915,104
7,209,405

2012
$
757,935
401,948
5,373,880
6,533,763

The Bank’s cash resources and balances with banks are denominated in Eastern Caribbean currency.
7.

Financial Investments
2013
$
Securities Held-for-Trading
Government of St. Lucia
Treasury Bill
Government of Grenada
Treasury Bill
Total Securities Held-for-Trading

2012
$

2,000,000
2,000,000

2,000,000
2,000,000

0
0
2,000,000

1,970,082
1,970,082
3,970,082

3,000,000
3,000,000
2,842,105
2,000,000
1,900,000
1,000,000
500,000

3,000,000
3,000,000
3,552,631
2,400,000
0
1,285,714
642,858

14,242,105

13,881,203

2,000,000
5,000,000

2,000,000
5,000,000

7,000,000

7,000,000

Securities Held-to-Maturity
Government of St. Vincent and the Grenadines
7% Development Bank bond, maturity on March 16, 2014
7% Bonds, to mature on August 10, 2014
7.5% Bonds, to mature on August 17, 2016
7.5% Bonds, to mature on September 26, 2017
7.5% Bonds, to mature April 29, 2022
8% Bonds, to mature on March 12, 2016
8% Bonds, to mature on March 12, 2016
Government of St. Lucia
7.15% Bonds, to mature on July 31, 2015
7.5% Bonds, to mature on July 31, 2018
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2013
$
RBTT Bank Caribbean Ltd.
3% Certificate of deposit, to mature on December 23, 2013

2012
$

3,342,058

3,244,458

3,342,058

3,244,458

0
260,760

4,180,000
0

260,760

4,180,000

6,040,000
1,000,000

0
0

7,040,000

0

31,884,923

28,305,661

Securities Available-for-Sale
Shares in Bank of St. Vincent and the Grenadines Limited 5,785 shares, at fair value

49,982

0

Total Securities Available-for-Sale

49,982

0

33,934,905

32,275,743

Bank of Nova Scotia
3.75% (2011: 4.5%) Certificate of deposit,
due to mature on February 3, 2012
2.25% Certificate of deposit, due to mature February 15, 2013
Bank of St. Vincent and the Grenadines
4.5% Certificate of deposit, to mature on July 16, 2013
4.5% Certificate of deposit, to mature on September 12, 2013
Total Securities Held-to-Maturity

The effective yields on securities held to maturity at reporting date were as follows:-

Government of St. Vincent & The Grenadines bonds
Government of St. Vincent & the Grenadines Development Bank bonds
RBTT Bank Caribbean Ltd.
Bank of Nova Scotia certificate of deposits
Bank of St. Vincent & the Grenadines certificate of deposit

2013
%
7.64
7.12
3.04
2.27
4.33

2012
%
7.64
7.12
3.04
3.81
0.00

The movement in investment securities may be summarised as follows: -

At February 1, 2012
Additions
Disposal/redemption
At January 31, 2013

Available
Held for
Held to
for sale
Trading
Maturity
Total
$
$
$
$
0 3,970,082 28,305,661 32,275,743
49,982 2,000,000 9,218,360 11,268,342
0 (3,970,082) (5,639,098) (9,609,180)
49,982

2,000,000 31,884,923 33,934,905

At February 1, 2011
Additions
Disposal/redemption

Held for
Trading
$
2,000,000
3,970,082
(2,000,000)

Held to
Maturity
$
29,540,301
304,458
(1,539,098)

Total
$
31,540,301
4,274,540
(3,539,098)

At January 31, 2012

3,970,082

28,305,661

32,275,743
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As of January 31, 2013, the maturity distribution of the securities was as follows:-

From 1 to 3 months
Over 3 months

2013
$
2,000,000
31,934,905

2012
$
8,150,082
24,125,661

33,934,905

32,275,743

The carrying amounts of the Bank’s securities are denominated in the following currencies:

Eastern Caribbean currency
United States currency

2013
$
31,934,905
2,000,000

2012
$
30,275,743
2,000,000

33,934,905

32,275,743

British American Insurance Company Limited has defaulted on its flexible annuity securities and it is
under judicial management.
The Bank holds British American Insurance Company Limited flexible annuity securities having a
nominal value of $12,000,000, which are deemed to be fully impaired.
8.

Loans

Residential mortgages
Other mortgages
Consumer loans
Less: allowance for impairment (Note 8.3)
Interest receivable net
Due within one year
Due after one year

2013
2012
$
$
18,958,465 17,953,170
75,292,624 71,048,512
11,323,887 11,440,719
105,574,976 100,442,401
4,343,347
3,954,853
101,231,629 96,487,548
855,382
879,251
102,087,011 97,366,799
1,317,000
100,770,011
102,087,011

1,009,000
96,357,799
97,366,799

The effective interest yield during the year on loans and advances was 9.81% (2012: 9.80%).
At year end, loans and advances, net of allowance for impairment, on which interest accrual has been
suspended, amount to $11,711,056 (2012: $10,273,547).
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Loans (Cont’d)

8.1.

Sectoral Analysis
At January 31, 2013, the concentration and maturity distribution of the loans and advances were as
follows:Up to
1–5
Over
Total
Total
1 Year
Years
5 Years
2013
2012
$000’s
$000’s
$000’s
$000’s
$000’s
Agriculture
24
105
526
655
531
Manufacturing
3
61
931
995
1,140
Tourism
9
150
1,569
1,728
1,086
Construction
690
506
8,942
10,138
8,978
Other services
107
1,817
8,385
10,309
9,490
Distributive trades
108
821
10,347
11,276
7,414
Personal
376
9,284
60,814
70,474
71,804
1,317
12,744
91,514
105,575
100,443
Less: Allowance for losses on loans and advances (Note 8.3)
(4,343)
(3,955)
Add: interest receivable
855
879
102,087

8.2.

97,367

Loans and Advances Impairment Analysis
Loans to customers are summarised as follows: 2013
2012
$
$
68,498,809 69,254,576
20,384,774 18,080,943
16,691,393 13,106,882
105,574,976 100,442,401
4,343,347
3,954,853

Neither past due nor impaired
Past due but not impaired
Impaired
Gross
Less: allowance for impairment
Interest receivable

101,231,629

96,487,548

855,382

879,251

102,087,011

97,366,799

The total impairment allowance for loans is $4,343,347 (2012: $3,954,853) of which $3,658,360 (2012:
$2,833,335) represents the individually impaired loans and the remaining $684,988 (2012: $1,121,518)
represents the portfolio’s general provision.
Loans Past Due but not Impaired
Loans less than 90 days past due, are not considered impaired, unless other information is available to
indicate the contrary. Gross amounts of loans by class that were past due but not impaired were as
follows: Residential
Other
Consumer
Mortgages
Mortgages
Loans
Total
31 January, 2013
$
$
$
$
Past due up to 30 days
1,198,964
11,026,602
1,549,478
13,775,044
Past due 30 – 60 days
0
2,646,418
144,992
2,791,410
Past due 60 – 90 days
1,024,714
2,631,574
162,032
3,818,320
2,223,678

16,304,594

1,856,502

20,384,774
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8.

Loans (Cont’d)

8.2.

Loans and Advances Impairment Analysis (Cont’d)
Loans Past Due but not Impaired (Cont’d)
31 January, 2012
Past due up to 30 days
Past due 30 – 60 days
Past due 60 – 90 days

Residential
Mortgages
$
1,403,141
0
30,235

Other
Mortgages
$
10,005,542
4,467,643
888,431

Consumer
Loans
$
814,480
340,366
131,105

Total
$
12,223,163
4,808,009
1,049,771

1,433,376

15,361,616

1,285,951

18,080,943

Loans Individually Impaired
The breakdown of the gross amount of individually impaired loans and advances by class are is follows:
2013
$
1,654,515
14,126,890
909,988

2012
$
2,042,047
10,141,182
923,653

16,691,393

13,106,882

2013
$
3,954,853

2012
$
4,018,968

Allowance for impairment (Note 8.4)

550,915

150,000

Bad debts written off

162,421

214,115

4,343,347

3,954,853

2013
$

2012
$

550,915

150,000

2013
$
779,518
65,302
1,600

2012
$
823,081
45,750
1,600

846,420

870,431

Residential mortgages
Other mortgages
Consumer loans

8.3.

Allowance for Impairment

Balance, beginning of year

Balance, end of year

8.4.

Loan Loss Expense

Specific allowance for loan loss

9.

Other Assets
Interest receivable on held to maturity financial assets
Prepaid expenses
Other receivables
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10.

Property, Plant and Equipment
Land
$
At January 31, 2011
Cost or valuation
Accumulated depreciation

Building
$

Furniture &
Fittings
$

Office
Equipment
$

Motor
Vehicle
$

Generator
$

Total
$

6,615,300
0

1,800,158
134,158

225,461
169,859

1,413,986
1,163,378

121,092
70,007

33,349
33,268

10,209,346
1,570,670

Net book amount
Year Ended January 31, 2012
Opening net book amount
Revaluations
Additions
Depreciation charge
Closing net book amount
At January 31, 2012
Cost or valuation
Accumulated depreciation

6,615,300

1,666,000

55,602

250,608

51,085

81

8,638,676

6,615,300
0
0
0
6,615,300

1,666,000
179,622
223,815
(36,520)
2,032,917

55,602
0
22,069
(10,157)
67,514

250,608
0
161,175
(57,709)
354,074

51,085
0
0
(12,771)
38,314

81
0
0
(16)
65

8,638,676
179,622
407,059
(117,173)
9,108,184

6,615,300
0

2,050,000
17,083

247,530
180,016

1,575,161
1,221,087

121,092
82,778

33,349
33,284

10,642,432
1,534,248

Net book amount
Year Ended January 31, 2013
Opening net book amount
Additions
Disposals
Depreciation charge
Closing net book amount
At January 31, 2013
Cost or valuation
Accumulated depreciation

6,615,300

2,032,917

67,514

354,074

38,314

65

9,108,184

6,615,300
0
0
0
6,615,300

2,032,917
0
0
(40,758)
1,992,159

67,514
7,800
(400)
(10,411)
64,503

354,074
37,997
0
(73,122)
318,949

38,314
0
0
(9,600)
28,714

65
0
0
(13)
52

9,108,184
45,797
(400)
(133,904)
9,019,677

6,615,300
0

2,050,000
57,841

254,680
190,177

1,613,158
1,294,209

121,092
92,378

33,349
33,297

10,687,579
1,667,902

Net book amount

6,615,300

1,992,159

64,503

318,949

28,714

52

9,019,677

On August 23, 2011, the Bank's building was valued by Chris Browne, an independent valuator, on an open market basis. The directors adopted
the combined appraisal value of $8,665,300 in the Bank’s records on August 30, 2011. As a result, the excess of the revaluation of freehold
land and building of $179,622 over the carrying value was credited to Revaluation Surplus and included in other comprehensive income.
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10.

Property, Plant and Equipment (Cont’d)
Depreciation expense of $133,904 (2012: $117,173) has been charged to the earnings (loss) before
income tax in the statement of comprehensive income.
Lease rentals amounting to $5,000 (2012: $30,000) relating to the lease of property are included in the
other income in the statement of comprehensive income.

11.

Deferred Tax Asset
Deferred income taxes are calculated in full on temporary differences under the liability method using
statutory tax rate, 32.5% (2012: 32.5%), which is expected to be in force during the upcoming financial
year. Deferred tax asset comprises:2013
2012
$
$
Temporary difference on capital assets
(37,833)
(41,207)
Benefit from unutilized tax losses
1,790,967
2,167,239
Benefit from tax losses not expected to be utilised
(728,985)
(728,985)
Taxed provision
222,621
363,310
1,246,770
1,760,357
This balance includes the following: 2013
$

2012
$

1,246,770

1,760,357

Balance at beginning of the year
Income statement release (Note 18)

2013
$
1,760,357
513,587

2012
$
2,762,843
1,002,486

Balance at end of the year

1,246,770

1,760,357

Deferred tax assets to be settled after more than 12 months
The gross movement on the deferred income tax is as follows:-

12.

Deposits

Payable after notice
Payable on a fixed date

2013
2012
$
$
97,008,509
92,775,948
38,106,776
36,369,204
135,115,285 129,145,152

The effective interest rates at the reporting date were as follows:-

Payable after notice
Payable on a fixed date
All customers’ deposits are held in Eastern Caribbean Currency.

2013
%
3.00
4.65

2012
%
3.00
4.65
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12.

Deposits (Cont’d)

12.1.

Sectoral Analysis
2013
2012
$
$
127,220,000 105,230,000
7,895,285
23,915,152

Private sector
Financial institutions

135,115,285 129,145,152

13.

Other Payables
2013
$
160,358
146,560
637,324
194,159

2012
$
2,058,053
141,632
621,359
409,562

1,138,401

3,230,606

Inter-bank clearings
Interest payable on deposits
Interest levy payable
Other accounts payable

The carrying amounts of the Bank’s other payables are denominated in Eastern Caribbean currency.
14.

Stated Capital
2013
2012
No. of Shares

2013
$

2012
$

Authorised Capital
Ordinary voting shares

Unlimited

Unlimited

Unlimited

Unlimited

Beginning of year

5,514,211

5,514,211

5,527,362

5,527,362

End of year

5,514,211

5,514,211

5,527,362

5,527,362

Issued Capital
Ordinary voting shares

15.

General Reserve

Balance – beginning of the year
Appropriation during the year

2013
$
5,527,362
0

2012
$
5,400,806
126,556

Balance – end of the year

5,527,362

5,527,362

The general reserve, which is a statutory requirement, is not available for distribution by way of
dividend. The general reserve shall not be less than the Bank’s paid-up capital.
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16.

Interest Income
2013
$
9,360,420
1,966,940
2,839

2012
$
8,683,636
2,492,232
6,746

11,330,199

11,182,614

2013
$
2,700,950
1,681,747

2012
$
2,605,822
1,661,880

4,382,697

4,267,702

2013
$
406,270
513,587

2012
$
624,600
1,002,486

919,857

1,627,086

Income from loans and advances
Income from investment securities
Income from deposits with other banks

17.

Interest Expense

Interest on savings deposits
Interest on fixed deposits

18.

Income Tax
Current tax
Deferred tax expense

Deferred tax expense for the year comprises: 2013
$
(4,519)
518,143
(37)

Temporary differences in property, plant and equipment
Benefits from tax losses
(Understatement) overstatement in prior year’s deferred tax

513,587

2012
$
13,392
929,804
59,290
1,002,486

The income tax charge differs from the amount computed by applying the tax statutes income tax rate,
32.5% (2012: 32.5%), to earnings before tax. The differences in the effective rate of tax are accounted
for follows:2013
2012
$
%
$
%
Profit before tax
3,605,615 100.00
4,163,112 100.00
Tax calculated at the statutory rate
1,171,825
32.50
1,353,011
32.50
Income not subject to taxation
(907,668) (25.17)
(611,309) (14.68)
Expenses not deductible for tax purposes
625,738
17.35
944,674
22.69
Understatement (overstatement) of
prior year’s tax
29,962
0.83
(59,290)
(1.42)
Tax charge

919,857

25.51

1,627,086

39.09
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19.

Tax Losses
The company has losses for tax purposes of $5,510,669 (2012: $6,668,427), which are available for
relief against future years taxable (chargeable) income to a maximum of 50% of the current year’s
chargeable income. During the year, the Bank utilized tax losses amounting to $1,157,757. The losses
available to be carried forward are as follows:Income Year
2011

$
5,510,669

Expiry Date
January 31, 2016

5,510,669

20.

Selling Expenses

Advertising and promotion
Other business promotion

21.

2012
$
130,304
47,714

189,996

178,018

2013
$
103,552
62,055
37,808
442,556
202,597

2012
$
110,489
96,572
38,803
425,213
151,210

848,568

822,287

2013
$
70,000
10,602
31,194
44,942
798,614
47,384
39,263
29,442

2012
$
125,000
10,658
28,850
40,837
750,703
0
15,728
14,883

1,071,441

986,659

Administrative Expenses

Energy
Information technology costs
Communications
Other administrative costs
Property related expenditure

22.

2013
$
114,478
75,518

Staff Costs

Bonus
Health insurance
National Insurance Services
Pension
Salaries and allowances
Severance payment
Staff training
Uniforms

At reporting date, the Bank’s staff complement included 22 (2012: 24) full time employees.
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23.

Earnings per Share
Basic earning per share is calculated by dividing the profit attributable to equity shareholders of the
Bank by the weighted average number of ordinary shares in issue during the year.

Profit attributable to equity holders of the Bank
Weighted average number of ordinary shares in issue

2013
$
2,685,758
5,514,211

2012
$
2,536,026
5,514,211

0.49

0.46

