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First Citizens Investment Services Limited And Its Subsidiaries

Statement of Management’s Responsibilities
8

Management is responsible for the following:

* Preparing and fairly presenting the accompanying consolidated financial statements of First Citizens
Investment Services Limited and its subsidiaries (the “Group”), which comprise the consolidated
statement of financial position as at 30 September 2019, and the consolidated statements of income,
comprehensive income, changes in equity and cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information;

e [Ensuring that the Group keeps proper accounting records:
*  Selecting appropriate accounting policies and applying them in a consistent manner;

e Implementing, monitoring and evaluating the system of internal control that assures security of the
Group’s assets, detection/prevention of fraud, and the achievement of Group operational efficiencies;

* Ensuring that the system of internal control operated effectively during the reporting period;

* Producing reliable financial reporting that comply with laws and regulations, including the Companies Act;
and

e Using reasonable and prudent judgement in the determination of estimates.

In preparing these audited consolidated financial statements, management utilised the International Financial
Reporting Standards, as issued by the International Accounting Standards Board and adopted by the Institute
of Chartered Accountants of Trinidad and Tobago. Where International Financial Reporting Standards
presented alternative accounting treatments, management chose those considered most appropriate in the
circumstances.

Nothing has come to the attention of management to indicate that the Group will not remain a going concern
for the next twelve months from the reporting date; or up to the date the accompanying consolidated financial
statements have been authorised for issue, if later.

Management affirms that it has carried out its responsibilities as outlined above,

.
I/gﬂ:"{ oL {Cu:_t}:m’

General Manager © Head ot Finanfe }’ 7
26 November 2019 26 November|{2014)
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Independent Auditor’s Report

To the sharecholder of
First Citizens Investment Services Limited

Report on the audit of the consolidated financial statements
Our opinion

In our opinion, the consolidated financial statements present fairly, in all material respects the consoclidated financial
position of First Citizens Investment Services Limited (the Company) and its subsidiaries (together ‘the Group’) as at
30 September 2019, and their consolidated financial performance and their consolidated cash flows for the year then
ended in accordance with International Financial Reporting Standards.

What we have audited

The Group's consolidated financial statements comprise:
= the consolidated statement of financial position as at 30 September 2018;
¢ the consolidated statement of income for the year then ended;
= the consolidated statement of comprehensive income for the year then ended;
the consolidated statement of changes in equity for the year then ended;
e the consolidated statement of cash flows for the year then ended; and
= the notes to the consolidated financial statements, which include a summary of significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the Auditor’s responsibilities for the audit of the consolidated financial
statements section of our report.

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

Independence

We are independent of the Group in accordance with the International Ethics Standards Board for Accountants’ Code
of Ethics for Professional Accountants (IESBA Code). We have fulfilled our other ethical responsibilities in accordance
with the IESBA Code.

Other information

Management is responsible for the other information. The other information comprises the Annual Report but does
not include the consolidated financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon,

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated, If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the
consolidated Financial Statements

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

PricewaterhouseCoopers, PO Box 550, 11-13 Victoria Avenue, Port of Spain, Trinidad, West Indies
T: (868) 209 oyoo, F: (868) 623 6025, www.pwe.com/tt



Independent Auditor’s Report (Continued)

Responsibilities of management and those charged with governance for the
consolidated financial statements (continued)

In preparing the consolidated financial statements, management is responsible for assessing the Group's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless management either intends to liquidate the Group or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional scepticism
throughout the audit. We also:

o Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error, design and perform audit procedures responsive to thase risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

¢ Obtain an understanding of internal control relevant to the audit 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
Group’s internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

* Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Group's ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the consolidated
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause
the Graup to cease to continue as a going concern,

» Evaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

* Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are responsible for
the direction, supervision and performance of the Group audit. We remain solely responsible for our audit opinion,

We communicate with those charged with governance regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit.

wwa&C 2]S
Port of Spain

Trinidad, West Indies
9 December 2019
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First Citizens Investment Services Limited And Its Subsidiaries

Consolidated Statement of Financial Position

(Expressed in Trinidad and Tobago Dolfars)

Assets

Cash and due from other Banks

Financial assets

- Fair value through other
comprehensive income

- Amortised cost

- Fair value through profit or loss

Intangible assets

Property, plant and equipment

Other assets

Tax recoverable

Total assets

Liabilities
Borrowings
Funds under management
Securities sold under repurchase agreements
Creditors and accrued expenses
Loan from parent company
Deferred income tax liability
Tax payable

Total liabilities
Shareholders’ equity
Share capital
Retained earnings
Fair value reserves
Total shareholders’ equity

Total equity and liabilities

The notes on pages 9 to 78 are an integral part of these consolidated financial statements.

Notes

00w

-_—

12
13

15
16

17

18

As at
30 September
2019 2018
$°000 $000
225,842 336,301
3,642,013 2,855,144
4,043,138 3,795,721
543 13,852
2,116 849
57,832 59,478
23,102 136,507
30346 16 504
8024 932 1214356
2,158,839 1,450,738
25,748 25,429
3,900,513 4,112,559
115,297 179,386
372,338 335,243
91,355 17,555
7072 1886
6,671,162 6,122,796
637,697 637,697
603,867 494 629
112 206 (40,766)
1353770 1,091,560
__ 8024 932 7214356

On 26 November 2019, the Board of Directors of First Citizens Investment Services ymlted authorised

these consolidated financial statements for issue.

Director:@h E JS‘lg{b{{g/‘j’\ 1—.

= *

"\

\“\)
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First Citizens Investment Services Limited And Its Subsidiaries

Consolidated Statement of Income
(Expressed in Trinidad and Tobago Dollars)

Year ended
30 September

Notes 2019 2018

$'000 $'000
Interest income 19 337,258 310,175
Interest expense 20 (172.051) (149,500}
Net interest income 165,207 160,675
Fees and commissions 21 87 543 55,887
Gain on financtal assets 22 21,200 7,664
Foreign exchange loss {1,800) (1,351)
Cther income 23 874 1,488
Total net income 273,024 224,363
Impairment gain/(loss) net of recoveries 24 10,574 (4,354)
Administrative expenses 25 (39,214) (37 768)
Other operating expenses 28 (38,033} (65,818)
Profit before taxation 208,361 126,436
Taxation charge 27 {44,455) (27.058)
Profit for the year 163,896 89,378

The notes on pages 9 to 78 are an integral part of these consolidaled financial statements.
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First Citizens Investment Services Limited And Its Subsidiaries

Consolidated Statement of Comprehensive Income
(Expressed in Trinidad and Tobago Dollars)

Note

Profit for the year

Other comprehensive income
ftems that will not be reclassified to
profit or foss

Revaluation of preperty, plant and
equipment net of tax

ttems that may be reclassified to profit or loss
Net gains/(losses) on Investments In debt instruments

designated at FVOCI 18
Reclassified to amortised cost 18
Nef losses on financial assets measured at

amortisad cost 18
Reclassifiad to FVYQCI 18

Exchange difference on translation

Total other comprehensive incomel{loss)
for the year net of tax

Total comprehensive income for the year

The notas on pages 9 to 78 are an integral part of these consolidated finangial statements.

Year ended
30 September

2019 2018
$'000 $'000
163,896 99,378
- {1,037}
-- {1,037}
166,850 (71,476)
- (98)
(3,339) (1,288)
- 08
{10,539 -
162,972 (72.764)
152,972 {73,801)
316,868 25,077

()



First Citizens Investment Services Limited And Its Subsidiaries

Consolidated Statement of Changes in Equity

(Expressed in Trinidad and Tobago Dollars)

Balance at 1 October 2018
Profit for the year
Other comprahensive income
Net change in investments, net of tax
not recognised in the statement of income
Total comprehensive income for the year

Transactions with owners
Dividends

Total transactions with owners

Balance at 30 September 2019

Balance at 1 Qctober 2017
Change on initial application of IFRS 9
Restated balance as at 1 Qclober 2017
Profit for the year
Other comprehensive loss
Net change in Investments, net of tax
not recognised in the statement of Income

Total comprehensive income for the year

Transactions with owners
Dividends

Total transactions with owners

Balance at 20 September 2018

Share Retained Fair-value Total
capital earnings  reserves equity
$'000 $'000 $'000 $000
637,697 494 629 (40,766) _ 1,091,580
- 163,896 - 163,896
- - 152,872 162,972
- 163,896 162,872 316,868
-~ (64,658) - (54.658)
- (54,658) -- {54.658)
637,697 603,867 112,206 1,363,770
637,697 822,642 71,643 1,331.882
- (174, 421) (38,508) (212,929)
637,697 448,221 33,036 1,118,983
- §8,378 - 99,378
“ = (73.801) (73,801)
- 99,378 {73,801} 258,677
- (52,870} - (52.970)
- (52,870) - {62,970}
£37,697 494,629 (40,766) 1,091,580

The notes on pages 9 {o 78 are an integral part of these consolidated financial statements.

N



First Citizens Investment Services Limited and its Subsidiaries

Consolidated Statement of Cash Flows
{(Expressed in Trinidad and Tobago Doflars)

Cash flows from operating activities
Profit before taxation

Adjustments to reconcile profit to net cash from oparating activities:

IFRS 9 impairment

Interest income

Interest raceived

Interest expense

Interest paid

Depreciation

Loss on revaluation of property, plant and equipment

Loss on disposal of property, plant and equipment

Tax impairment

Unrealised forelgn exchange gain

Unrealised (gain)/loss on financial liabilities at falr value
through profit or loss

(Gain)/loss on disposal of financial assets

Income taxes paid

Cash flows from operating activities before
changes in operating assets and liabilities
Net change in fair value through other comprehensive
Income financial asseis
Net change in amortised cost financial assets
Net change in fair value through profit or loss
Net change in other assets
Net change in securities sold under repurchase agreements
Nat change in creditors and accrued expenses
Net change in other funding instrumants
Net change in borrowings

Net cash flows {used in)/generated from operating activitles

Cash flows from investing activities
Acguisitlon of new branch/subsidiary bank account
Net change in short term investment
Proceeds from disposal of financial assets
Purchase of intangible assets
Purchase of property, plant and equipment

Net cash flows (used in)/generated from investing activities
Cash flows from financing activities

Recsipt/(repayment) of loan frem parent company

Ordinary dividend paid

Net cash flows used in financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Year ended

30 September
2019 2018
$'000 $'000
208,351 126,436
{10,574) 4,364
(337,258)  (315,3658)
353,795 290,563
172,051 164,691
{192,685) (140,413}
3,357 3,890
- 632
8 521
- 10,614
(29) (71)
(1) 27
2) {358)
{(49,603) (30,467)
147,410 105,054
{521,855) 663,966
(365,612) (1,356,481)
13,047 (13,413)
(239,380)  (100,355)
(127,317} 375,021
382,370 32,582
2278 {10)
708,101 338,409
(80,987) 35,773
1,076 23,267
(69) (1,715)
5 854
(1,267) -
(1,721 {1,183)
{1.976) 21,223
37,094  (165,822)
{54.658) (52.870)
_(17.564) _ {218.892)
(110,627)  (161,8986)
330,870 462,766
220343 __ 330,870

The notes on pages @ to 78 are an integral part of these consolidated financial statemenis.
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First Citizens Investment Services Limited and its Subsidiaries

Notes to the Consolidated Financial Statements

30 September 2019 -
(Expressed in Trinidad and Tobago Dollars)

1

General information

Firet Citizens Investment Services Limited {"the Group®) is Incorporated in tha Republic of Trinidad and Tobago.
Effective 1 September 2018, the Group acquired 100% ownership of First Citizens Portfolie Investment and
Management Services Limited (FCPIMS). The Group operates in Trinidad and Tohago as well as in St. Lucia,
St. Vincent and Barhados through brenches. lts principal business includes dealing in securities and such other
business as is authorised pursuant fo it registration under the Securities Industry Act 1995 of the Republic of
Trinldag and Tobago.

Effective 2 Febryary 2003, First Cltizens Bank Limited (the Bank) assumed contrel of the Group, The Bank
formally acquired 100% ownership of the Company on 22 May 2009, The Bank s a subsidiary of First Citizens
Holdings Limited (the First Citizens Group}, 8 company with a 64.43% controlling interest and is owned by the
Government of the Republic of Trinidad and Tehage {GORTT). The remainder of the sharas are listed on the
Trinidad and Tobago Stock Exchange and are publicly traded.

The shares of First Citizens Investiment Sewvices (Barhados) Limited were fully redeemed by the Group on 30
June 2019. The operations of that company hecame a branch of First Citizens Investment Services Limited
effective 1 July 2019. First Citizens investment Services {Barbados) Limited is now a special entity.

The Group's reglstersd office is 17 YWainwright Street, Port of Spaln, Trinidad and Tobago.
The Group's wholly owned subsidlaries are;

First Cltlzens |nvastment Services (Barbados) Limited;

First Citizens Brokerage and Advisory Saervices Limited;

Caribbean Money Market Brokers (Trincity) Limited; and

FCIS Nominees Limited,

First Citizens Portfolio Investment and Management Services Limited

4 8 & = a

Summary of sighificant accounting policies

The principal accounting policies applied in the preparation of these consolidated financial statements are set out
below. These policies have been consisienily applied to all the years presented, unless otherwlse stated,

a. Basis of preparation

These censclidated financial statements have besn preparad in accordance with International Financlal
Reporting Standards (IFRS) and IFRS Interpretation Committee (IFRS IC) applicable to companies
reporting under IFRS. These consolidated financial statements comply with IFRS as Issued by the
Internaticnal Accounting Standards Board {(IASB). The consclidated financiai statemenis ars prepared
under the historical cost convention as modified by the revaluation of freehold premises, fair value through
other comprehensive incoma financlal assets and financlal assets designated at fair value through profit or
ioss,

The preparation of financial statements in confarmity with IFRS requires the use of certain critical
accounting estimates. [t also requires management fo exercise its judgment in the process of applying the
Group's accounting policies. The areas involving a higher degree of judgment or complexity or areas where
assumptions and estimates are significant to the consolldated financial stalements are disclosed in Note 4.

()



First Citizens Investment Services Limited and its Subsidiaries

Notes to the Consolidated Financial Statements (continued)

30 September 2019 - -
(Exprassed in Trinidad and Tobago Doflars)

2 Summary of significant accounting policies (continuad)
8. Basis of preparation (confinued)

(i Standards, amendment and inferpretations which are effectfve and have been adopted by the Group in the
eurrent perfod (continued)

v |FRS 15 Revenue from Centracts with Customers {effective 1 January 2018). This standard provides a
singte, princlples based five-step model to be applied to all contracts with customers, The five steps in
the modei are as follows,

- |dentify the contract with the customer

- |dentify the performance obligations in the contract

- Determine the transaction price

- Allocate the transaction price to the performance obligations in the contracts
- Recognise revenue when (or as) the entity satisfies a parformance obligation,

» IFR8 2 - Classification and Measurement of Share-hased Payment Transactions (Amendments
effective 1 January 2018). This amendments is to clarify the standard in relation to the accounting for
cash-settled share-based payment transactions that include a parformance condition, the
classification of share-based payment transactions with net settlement features, and the accounting
for modifications of share-based payment transactions from cash-settied to equity-settied.

+ IFRIC 23 ~ Uncertainty over Income Tax Treatments (Effective 1 January 2018). The Interpretation
addrasses the determination of taxable profit (tax less), tax bases, unused tax iosses, unused tax
credits and tax rates, when there |s uncertalnty over income tax treatments under IAS 12, It
specifically considers;

o Whether tax treatments should be considered collectivaly

o Assumptions for taxation authorities' examinations

o The determination of taxable profit {tax loss), tax bases, unused lax losses, unused tax
credits and tax rates

o The effact of changes in facts and circumstances

(i) Standards, amendments and interprefalfons ta existing standards thaf are not yef effective and have not been
early adopted by the Group:

» |FRS 18 Leases (effective 1 January 2019). This standard specifies how an IFRS reporter will
recognise, present and disclose leasas. The standard provides a single lassee accounting model,
requiring lessees to recognise assets and liabilities for all leases uniess the lease term In 12
months and less or the underlying assets has a low value. Lessors continue to classify lsases as
operating or finance.

The Group is i the process of assessing the impact of the new and revised standards not yet effective on
the Financial Statemgnts; we do not anticipate any material impact.

(10)



First Citizens Investment Services Limited and its Subsidiaries

Notes to the Consgolidated Financial Statements {continued)
30 September 2019
(Expr_’esssd in Trinidad and Tobago Doifars)

2 Summary of significant accounting pelicies {continued)

b. Consolidation

(0

(i}

Principles of consolidation

The consclidated financial statemants Include the accounts of the Group and its wholly owned
subsidiaries as outlined in Note 1. The financial statements of the consolidated subsidiaries used to
prepare the consclidated financial statements were prepared as of the pareni company's reporting
date. The consalidation principles are unchanged as against the previous years',

Inter-company transactions, halances and unreallsed gains on transactions between Group companies
are eliminated on consolidation. Unrealised losses are also eliminated unless the transaction provides
avidence of impairment of the assat transferred. The accounting policies of subsidiaries have heen
changed where necessary to ensure consistancy with the policies adopted by the Group.

Invesiment in subsidiaries

Subsidiaries are all entities, (including structured entities) over which the Group has contrel. First
Citizens Investment Bervices (FCIS Group) controls an entity when the Group is exposed to, or has
rights to, variable returns from its involvement with the entity and has the ahility to affect those returns
through its powst over tha entity. Subsidiaries are fully consolidated from the date on which control Is
transferred to the Group. They are deconsolidated from the date that control ceases,

Business combinations and goodwill
Acquisition-related costs are expensed as incurred.

if the business combination is achleved In stages, the acquisition date carrying value of the acquirer's
previously held equlty interest in the acquiree is re-measured to fair value at the acquisition date; any
gaing or losses arising from such re-measurement are recagnised in profit or Inoss,

Any contingent consideration in relation to financial instruments fo be transferred by the Group is
recognised at fair value at the acquisition date. Subsequent changes o the fair value of the contingent
congideration that is deemed to be gn asset or liabliity |s recognised in accardance with IFRS 9 sither in
profit or logs or as a change to other comprehensive income, Contingent consideration that Is classified
as equity is not re-measured, and its subsequent settlement is accounted for within equity.

(11)



First Citizens Investment Services Limited and its Subsidiaries

Notes to the Consolidated Financial Statements (continued)

30 September 2019
(Expressed In Trinidad and Tobago Dollars)

2 Summary of significant accounting policies {continued)
¢. Foreign currancy fransiation
(i) Funclional and presentalion currency

ltems included in the financial statements of each of the Group’s entities are measured using the currency
aof the primary econemic anvirenment in which the entlty operates (the functional currency).

The consolidated financlal statements are presented in Trinidad and Tobago dollars, which is the
Group's functional and presentation currency.

The exchange rate between the TT dollar and the US dollar as at the date of these statements was
TT$6.6928 = US$1.00 (2018: TT$6,6928 = US$F1.00), the TT dollar and the XCD dollar was TT$2.5160
= XC$1.00 (2018: TT$2.5190 = XC$1.00), and the TT dollar and the Barbados dollar was TT$3.4102 =
BB$1.00 {2018: TT$3.4102 = BB$1.00), which represented the Group's cover rate,

(i Transaclions ahd bafances

Foreign currency transactlons ara translated into the functional currency using the exchange rates
prevalling at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlemant of such transactions and from the translaticn at year end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognised in the consclidated statement of
INCOme.

Changes In the fair value of monetary saecurifies denominated in forelgn currency classified as fair valus
through other comprehensive income are analysed between translation differences resulting from
changes in the amortised cost of the security and other changes in the carrying ameunt of the security,
Transfation differences related to changes in the amorlised cost are recognlsed in profit or loss and other
changes in carrying amaunt ars recognlsed in other comprehensive income. Translation differences on
nan-monetary items such as equities classified as fair value through other comprehensive income
financizal assets are included in other comprehensive income.

(i Group companies

The results and financial pesition of all the Group entities (none of which has the currancy of a hyper-
Inflationary econemy) that have afunctional currency different from the presentation currency are
transiated into the presentation currency as follows:

(a) assets and liabilities for each statement of financial position presented are translatad at the closing
rate at the date of that statement of financial position;

(h) incoma and expanses for each statement of income are translated at average cover exchange
rates for the flnancial year, and

{c) ali resulting exchange differences are recognised in other comprehensive income,

Goodwill and fair value adjustments eniging on the acquisition of a foreign entity are treated as assets

and liabilities of the foreign entity and translated at the ¢losing rate. Exchange differences arising are
recognised in other comprehensgive income.

(12)



First Citizens Investment Services Limited and its Subsidiaries

Notes to the Consolidated Financial Statements (continued)

30 September 2019
(Expressed in Trinidad and Tobago Doflars)

2 Summary of slgniflcant accounting policies (vontinued)

d.

Derivative financial instruments

Derivative financial instruments including swaps are initially recognised at fair value on the date a dervative
contract is entered into and are subssquently re-maeasured at their fair value. The method of racognising the
resulting gain orloss depends on whethar the derivative is designated as a hedging instrument, and if so, the
nature ¢of the iiem belng hedged. Fair values are obtalned from quoted market prices, disgounted cash flow models
and options pricing models as sppropriate. All derivatives are carried as assets when their fair value is positive and
as liabilities when negative.

Financial assets and financial liabifffles

() Financial assefs

The First Citizens Group classifies it financial assets in the following business models:
«  Hold for trading

»  Hold to collect and sefl or

s  Hold to collect -

Based on these factors, the Group classifies its debt Instruments Into one of the following three measurement
categories:

Amoriised cosit

Assets that ara held for collectlon of contractual cash flows where those cash flows represent solely payments
of principal and interest (SPPI}, and that are not designated at FVPL are measured at amortised cost. The
carrying amount of these assets is adjusted by any expected credit loss allowance recagnised and measured
as described In note 3.a. Interest income from these financial assets is included in “Intersst income” using the
effective interast rate method.

Farr value through other camprehansive income (FVOCI)

Financial assets that are held for collection of contractual cash flows and for selling the assets, where the
assets cash flows represents solely payments of principal and interest, and thal are not designated at FvPL,
are measured at fair value through other comprehensive income (FVOCI), Mevements in the carrying amount
are taken through OCI, except for the recognition of impalrment gains or losses, interest revenua and foreign
exchange gains and losses on the instrument's amortised cost which are recognised in profit or loss, Whan the
financial asset is derecognised, the cumulative gain or loss previously recognisaed in QCl is reclassified from
equity 1o profit and loss and recoghised in "Net Investment Income”. The interest Income from these financial
assets is included in “interest Income’ using the effective interest rate method.

(13)



First Citizens [Investment Services Limited and its Subsidiaries

Notes to the Consolidated Financial Statements (continued)

30 September 2019
{Exprassed in Trinidad and Tobago Doilars)

2 Summary of significant accounting policies {continued)

e. Financial assets and financial liabilitias (continued)

®

Financial assets (continued)

Falr value through profit or logss
Assets that do not meet the criteria for amartised cost or FYOC! are measured af fair value through profit or

foss, A gain or loss on & debt investment that is subsequently measured at fair value through profit or loss and

is not part of a hedging relationship is recognised in profit or loss and presented in the statement of Incoma
within "Gains from investments securities” in the perlad In which it arises, unless It arlses from debt

instruments that were classifled at fair value or which are not held for trading, In which case they are presented

in [nvestment Interest Income. Intersst income from these financial assets Is included in “Interest income”
using the effective interest rate method.

() Group’s business modsi

The business model reflects how the Group manages the assets in order 1o generate cash flows.

An assessment is made at a portfolio level and includes an analysis of factors such as:

+ The stated objective and policies of the porifolio and the operatlon of those in practice. More
spaclfically whether the Group's objectlve is sclely to collect the contractual cash flows from
the assets or is it to collect both the contractual cash flows and cash flows arsing from the

sale of the assets.

» Past experience on how the cash flows for these assets were collectad,
»  Determination of performance targets for the portfolio, how eveluated and reported to key

management parsennel,

+  Managements identification of and response to various risks, which includes but not limited 1o,
liguidity risk, markset risk, credit risk, interest rate risk.
s Management considers, in clagsifying its assets, the level of historical sales and forecasted

liquidity requirements.,

Ariging out of the assessment the portfolios were deemed to have the business models identified

as follows:

Hold to Collect

Hold to Collect & Sell

Hold for Trading

Bends Issued by or guarantesd by
Government of Trinidad & Tobago

USD Bonds
Inciuding Sovereign
angd Corporate

{GOTT) Eurchonds bonds
Neon-Eurobonds maturing in greater than 3
years Treasury Bills Equity

Loans & raceivables

Canadian Traasury Bills

Securities sold Under repurchase
| agresments te clients and brokers

Nan-Eurobonds maturing in less
than 3 years

Long Term Borrowlngs from brokers in the
form of Total Return Swaps

Cash

Medium Term Notes

Financial agsets are classifled on recognition based on the business model for managing the contractual

ierms of the ¢ash flows.



First Citizens Investment Services Limited And Its Subsidiaries

Notes to the Consolidated Financial Statements (continued)

30 September 2019
(Expressad in Trinidad and Tobago Dollars)

2 Summary of slgnificatit aceounting policies {(confinued)

g. Financial assets and ﬁnancfa! liabifities {continuad)

(i) Financial assefs (continted)
{a) Group's business mode! (continued)
Solely paymenis of principal and interest (SFPH)

Whare the business modsl is to hold assets to collect contractual cash flows or to collect
contractual cash flows and sell, the Group assessas whether cash flows represent solely payment
of principal and interest (8PP test). In making this assessment, the Group considers whether the
contractual cash flows are consistent with a basic lending arrangement i.e. interest includes only
consideration for the time value of money, cradit risk, other basic lending risks and a profit margin
that is consistent with a basic lending amangement. Where the contractual terms introduce
exposure fo risk or volatillty that are inconsistent with a basic lending arrangement, the related
financial asset is classified and measured at fair value through profit or loss.

Financial assets with embedded derivatives are considered in their entirety when detarmining
whather their cash flows are solely payment of principal and interest.

The Group reclassifies debt investments when and only when its business model for managing
those assets changes. The reclassification takes place from the start of the first reporting period
following the change. Such changes are expected to be very infrequent and none acourred during
the period.

Equfly insfruments

Equity instruments are instruments that mest the dafinition of equity from the issuer's perspective;
that s, instruments that do not contain a contractual obligation to pay and that evidence a residual
interest in the issuer's net agsets. Examples of equity instruments include ordinary shares.

The Group subsequently measures all equity Investments at fair value through preflt or loss,
except where the Group's management has elected, at Initial recegnition, to irrevocably designate
an squity invesiment at fair value through other comprehensive income, The Group's policy is to
designate equity investments as FVOCI when those investments are held for purposes other than
to generats investment returns. When this election is used, fair value gains and losses are
recognised in OCI and are not subsequantly reclassified to profit or loss, including on disposal.
Dividends, when representing a return on such Investments, continue to be recognised in profit or
loss as other income when the Group's right to receive paymeants is establlshed.

Gain and losses on equity investments classified as FVPL are included in the Statement of
income.

(15)
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Notes to the Consolidated Financial Statements {(continued)

30 September 2019
(Exprassed in Trinidad and Tobago Dolfars)

2

Summary of significant accounting pellcles (continued)

e,

Financial assets and financial Hablifttes (continued)

(0 Financial assefs (continted)

(a) Greup's business made! (continued)

impairment

The Group assesses on a forward-looking basis the expected cradit losses (ECL) associated with its
debt instruments carried at amortised cost and FYOCI and with tha exposure arising from loan
commitments and financlal guarantse contracts. The Group recognises a loss allowance for such
losses at each reporting date. The measurement of ECL reflacts;

« An unbiased and probability-weighted amount that is determined by evaluating a range of possible
outcomes;

» The time value of meney, and
Reasonable and supportable information that is available without undus cost or effort at the
reporting date about past events, current conditions and forecasts of future economic conditions.

+ Note 3.a.ii provides more detail of how the expected credit loss allowance is measured.

Modification of Financial Assels

The Issuer of Financial Assets sometimes renegofiates or otherwise maodifies the contractual cash
flows of an instrument. When this happens, the Group assesses whether or not the new terms are
substantially different to the original terms. The Group does this by consldering, among cthers, the
following factors:

+ [f the borrower Is In financial difficulty, whather the modification merely reduces the contractual
cash flows to amounts the horrower is expected to be able to pay.

+ Significant extension of the term when the batrower is not in financial difficulty.

= Significant change in the inferest rate,

If the terms are substantially different, the Group deracognises the original financial asset and
recognises a ‘new' assst at fair value and recalculates a new effective interest rate for the asset,
The date of renegotiation is consequently considered to be the date of Initial recognition for
impairment calculation purpeses, including for the purpose of determining whether a significant
increase [n credit risk has occurred. However, the Group also assesses whether the new financial
asset recognised is deemed te be credit-impaired at initlal recognition, especially in circumstances
where the renegotiation was driven by the horrower being unable to maka the originally agread
payments. Differences in the carrylng amount ara also recognised in profit or loss as a gain or loss
on derscognition.

If the terms are not substantially different, the renegoltiation or modification does net result in
derecognition, and the Group recalculates the grogs carrying amount baged on the revised cash
flows of the financial asset and recognises a madification gafn or loss in profit or loss, The new
groas carrying amount is recalculated by discounting the modified cash flows at the orlglnal
effective interest rate (or credit-adjusted effective Interest rate for purchased or originated credit-
impaired financial assets).

(18)
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Notes to the Consolidated Financial Statements (continued)
30 September 2019
(Expressed in Trinidad and Tobago_ Dollars)

2 Summary of significant accounting policles (continued)
e. Financlal assels and financial liabiiitles (confinued)
(iy Financiaf liabilities
Classification and subsequent measurement

In bath the eurrent and prior period, financial liabilities are classified as subsequently measured at
amortised cost, except for:

»  Financial liahilittes ai fair value through profit or loss: this classification is applied to derivatives,
financial liabilities held for trading {e.g. shert positions in the trading booking) and other financial
liabilities designated as such at initial recognition. Gains or losses on financial liabilties designated at
fair value through profit or loss are presented partially in other comprehansive Income ({the amount of
change in the fair value of the financial liability that is aftributable to changes in the credit risk of that
llabillty, which |s determined as the ameount that is not attributable to changes in market conditions
that give rise to markef risk} and partialty profit or loss (the remaining amount of change in the fair
value of the liability). This is unless such a presentation would create, or enlarge, an accounting
mismatch, in which case the gains and losses attributable to changes in the credit risk of the liability
are also pressnted In proflt or loss;

+ Financial liabilities arising from the transfer of financial assets which did not qualify for derecognition,
whereby a financial liabllity is recognised for tha consideration received for the transfer. In
subsaquent periods, tha Group recognises any expense incurred on the financial llabllity; and

s Financial guarantee contracts and [oan commitments

Derecogrition

Financial liabilities are derecognised when they are extinguished (i.e. when the cbligation spacified in the
contract i discharged, cancelled or expires).

The exchange between the Group and ite original lenders of debt instruments with substantially different
terms, as well as subsfantlal maodifications of the tertms of exlsfing financial llabilitles, are accounted for as
an extinguishmont of the original financiel liability and the recognition of a new financial liability. The terms
are subsiantially different if the discounted present value of the cash flows under the new terms, Including
any feas paid net of any fees recelved and discounted using the original effective interest rate, is at least
10% different from the discounted preseni value of the remaining cash flows of the original financial liability,
In addition, other qualitative factars, such as the currency that the instrument |s denominated in, changes in
the type of intergst rate, naw conversion features attached to the instrument and change in covenants are
also taken inta consideration, If an exchange of debt instruments or modification of terms is accounted for
as an extinguishment, any costs gr fees incurred are recognised as part of the gain or logs on the
extinguishment. If the exchange or modification is not accounted for as an extinguishment, any costs or
fees incurred ad|ust the carrying amount of the liability and are amortised over the remaining term of the
madified llability.

f.  Impaiment of non-financial assets

Intangible assets that have an indefinite useful life are not subject to amortisation and are tested annually for
impairment. Assets that are subject to amortisation are reviewsd for impairment whenever events or changes
In circumstances indicate that the cartying amount may not be recoverable, An impairment loss is recognised
for the amount by which the asset's carrying amount exceeds s recoverable amount. The recoverable amount
is the higher of an asset's fair value less costs to sell and valua in use. For the purposes of agsessing
impairment, assets are grouped at the lowest levels for which there are separately identifiable cash flows {cash-
ganarating units). Non-financial agsets other than goodwlli that suffered an impairment are reviewed for
possible reversal of the impairment at each reporting dats.

g. Offselting financial instruments
Financial assets and liabilities are offset and the net amount reported in the consolidated statement of financial

position where there is a legally enforceabla right to set off the recognised amounis and thera is an intentlon to
soltle on a net basis, or realise the asset and settle the liability simultanecusly.

(17)
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Notes to the Consolidated Financial Statements (continued)
30 September 2019
(Expmss_ed in Trinidad and Tobago Dollars)

2 Summary of signlficant accounting policies (continued)

h.

Determination of fair vafue

For financial instruments traded in an active market, the determinatlon of fair values of financial assets and
ifabllities is based on gueted market prices or dealer price quotations.

A financial instrument is regarded as quoted in an active market if quoted priges are readily and regularly
available from an exchange, dealer, broker, industry Group, pricing service or regulatory agency, and these
prices represent actual and regular oceurring market transactions on an arm's length basis, If the above criteria
are not met, the market Is regarded as being inactive. Indicators that a market is inactive are when there is a
wide bid-offer spread or significant increase in the bid-offer spraad or there are few recent transactions. When a
market becomes inactive, the valuation technique is the Group's internally developed model which Is based on
discounted cash flow analysis.

For all other financlal instruments, falr value is determined using valuation techniques. In these technigques, fair
velues are estimated from observable data in respect of similar financial instruments, using models to astimate
the present valus of expected future cash flows or other vaiuation techniques using input existing at the year
end.

The Group uses an internally developed model which is generally consistent with other veluation medels usad in
the Industry. Valuation models are used to value unlisted debt securitias and other debt securities for which the
market has become or is illiquid. Some of the inputs of this model may not be market observabie and are
therefore based on assumptions,

Sale and repurchase agreements and lending of securities

Securiffes sold subject to sale and repurchase agreements {(repos) are retained on the consolidated statement of
financial position a3 investment securities and the counterparty liability is included in Securities sold under
repurchase agreement and borrowings.

Securities purchased under agreements to resell {reverse repos) are recorded as loans to other banks or
customers as appropriate,

The difference betwesn sale and repurchase price is treated as interest and accrued over tha life of the repe
agreement using the effective interest mathod.
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Notes to the Consolidated Financial Statements (continued)
30 September 2019
(Expressed in Trinfdad and Tobago Dqﬂars)

2 Summary of significant accounting policies (continued)

I

Lease fransactions

Leases are accounted for in accordance with [AS 17 and IFRIC 4. They are divided into finance leases and
operating Isases,

Leases In which a signiflcant portion of the risks and methods of ownership are retalned by ancther party, the
lessor, are classified as operating leases. Leases of assets wheare the Group has substantially all the risk and

(0

(i}

rewards of ownarshlp are classifiad as finance ieases.

Tha Group as the lassee

The Group has entered inio operating leases where the fotal payments made under operaling leases are
charged to the consolidated statement of income on a straight-line basis over the pericd of the lsase, VWhen
an operating lease is terminated bafore the period has expired, any penalty payment mads to the lessor Is
recognised as an expense in the period in which termination takes place.

When assets are held subjeci to a fihance lease, an asset and llability is recognised in the consolidated
statement of financial position at amounts egual at inception to the fair value of the leased asset or, if lower,
the present value of the minimum lease payments. Lease payments are apportioned batween tha financs
charge and the cutslanding liability so as to achieve a constant rate on the finance balance outstanding.

The interesi slement of the finance cost Is charged to the consolidated statemant of income over the lease
period 50 as {o praduce a constant periodic rate of interest on the remalning balance of the liability for each
period, The plant and equlpment acqguired under finance leases is depreciated over the shorter of the useful
life of the asset and the lease term.

The Group as the lessor

When assets are held subject to a finance lease, the present value of the lease payments is recognised
as a recelvable. The difference hetwaen the gross receivable and the present value of the receivable is
recognised as unearned finance income. Lease income is recognised over the term of the lease using
the net investment method (bafore tax), which reflacts a consiant periodic rate of return on the
remaining balance of the assef for each period.
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Notes to the Consolidated Financial Statements (continued)
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2 Summary of significant accounting policies (continuecd)

k.

Property, plant and equipment

Freehold premises are shown at fair value based on assessments performed by management or by
independent valuators every three years, less subsequent depreciation for buildings. Valuations are
performed with sufficient regularity to ensure that the fair value of a revalued asset does not differ materially
from its carryling amount. Any accumulated depreciation at the date of revaluation is eliminated against the
gross carrying amount of the assets and the net amount is restated to the revalued amount of the asset.

All other property, plant and equipment are stated at historical cost less dapraciation. The valuation of
fraehold premises s reviewed annually to ensure if approximately equates to fair value. The valiations of
freehold premises are re-assessed when circimstances indicate there may be a material change in value,

Historical cost includes expenditure that is directly attribuiable to the acquisition of the tems.

Subseguent costs are included In the asset's carrying amount or regognised as a separate asset, as
appropriate, only when [t Is probable that future economic benefits associated with the item will flow 1o the
Group and the cost of the item can be measured reliably. All other repsirs and maintenance are charged to
the consolidated statement of incoma during the financial peried in which they are incurred.

Inersases in the carrying amount arising on revaluation of freehold premises are cradited to fair value
reserves in shareholders’ equity. Decreases that affect previous Increases of the same assets are charged
against fair value reserves directly in equily; ali other decreases are charged to the conzolidated statemant
ofincome. Any accumulated depraciation at the date of revaluation is sliminated against the gross carrying
amount of the assel, and the net amount is restated to the revalued amount of the asset.

l.easshold Improvements and aquipment are recordad at cost tess accumulated depreciation.
Deprecialion and amortisation are computed on all assets except land.

Tha provision fer depreciation and amortisaticn is computed using the straight line methed to allocate their
cost or revalued amounts to their residual values over their estimated useful lives, as follows:-

Buildings 50 years
Eguipment and furniture 4- b years
Computer equipmant and motor vehicles 3- b years
Leasehold improvements Amortised over the life of the lease

The assets' usefl! lives and residual values are reviewed and adjusted If appropriate at each reporting date.
Assets that are subject to amoriisation are reviewed for impairment whenever events or changes In
cireumstances indicate the earrying ameunt may not be recoverable,

Where the carrylng amount of an asset is greater than its estimafed recoverable amount, it is written down
immediately 1o its recoverable amount. The recoverable amount is the higher of the assets fair value less
cost to dispose and value in use. Galns and losses on disposal of properly, plant and aguipment are
determined by reference to thelr carrying amaunt and are recognised withln the consolidated statement of
income. YWhen revalued assets are sold, the amounts included in fair value reserves are transferred to
retained earnings.
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2 Summary of significant accounting policies {continued)

income fax

The tax expense for the period comprises current and deferred tax. Tax is recognised in the consolidated
statemant of income, except to the extent that it relates to ltems recognised in other comprehensive income
or dirsctly in equity. In this case, the tax is also recognised in other comprehensive income or directly in
equlty, respectively.

The current Income tax charge is calculatad on the basis of the tax laws snacted or substantlvely enacted at
the statement of financial posttion date in the countries where the Bank and ifs subsidlaries operate and
generate taxable income. Management periodically evaluates positions taken in tax returns with respect to
sifuations in which applicable tax regulation is subject to interpretation, It establishes provisions where
appropriate on the basis of amounts expected to be paid to the tax authoritles.

Deferred income tax is recognised on temporary differences arlsing between the tax bases of assets and
{labilities and their carrying amounts in the consolidated financial statements, However, deferred tax
liabilities are not recognised if they arise from the initial recognition of goodwill; deferred income tax is not
accounted for If it arises from initial recognition of an asset or liabifity In a transaction other than a business
combination that at the tims of the transaction affects neither accounting nor taxable profit or loss, Deferred
Income tax Is determined using tax rates (and laws) that have been enacted or substantively enacted by the
staternent of financial position date and are expected to apply when the related deferred income tax asset is
roalised or the deferred income tax liabilily is settled.

Deferred income tax assets are recognised only to the extent that il is probable that future taxable profit will
be available against which the temaorary differances can be utilised.

Deferrad income tax liahilities are provided on taxable temporary differences arising from investmants in
subsidiaries, associates and joint arrangements, except for deferred income tax liability where the timing of
the reversal of the temporary difference is controlled by the Group and it is probable that the temporary
diffarence will not reverse in the foreseeable future. Generally the Group 1 unable to control the reversal of
the temporary difference for associates. Only where there is an agreement in place that glves the Group the
ahility to control the raversal of the temparary difference not recognisead.

Deferred income {ax assets are recognised on deductible temporary differences arising from investments in
subsldiaries, asscciates and joint arrangements only to the extent that 1t is probable the temporary
difference will reverse in the foreseeable fulure and there Is sufficient taxable profit available against which
the temporary differsnce can be utllised.

Deferred incame tax assets and liabilities are offset when there is a legally enforceable right to offset current
tax assets agalnst current tax liebilities and when the deferred income taxes asssts and liabilities relate to
income taxes lavied by the sama taxation autherity on either the same taxable entity or different taxable
antities whare there Is an intention to settle tha balanges on a nat basis.



First Citizens Investment Services Limited And Its Subsidiaries
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2 Summary of significant accounting policles (continued)
m. Employes henefifs
(f} Pension plan - First Citfzens defined pension plan

The First Citizens Group operates a defined henefit plan, which is a pension plan that defines an
amount of pension benefits that an employee will receive on retirement, usually dependent on one or
mare factors, such as age, years of service and compensation. This pension plan is funded by
payments from employees and by the First Citizens Group, taking account of the recommendations of
independent gqualified actuaries, '

Typically definad benafit plans define an amount of pension benefit that an employes will receive on
retirement, usually dependent on one or more factors such as age, years of service and compensation.

The liability recognised in First Citizens Group's statement of financlal position in respect of defined
hensfit pension plans is ihe present value of the defined benefit obligation at the end of the reporting
perind less the fair value of plan assets. The defined benefit obligation is caiculated annually by
independent actuarles using the projected unit credit method. The present value of the defined banefit
obllgaticn is calculated hased on cash outflows allocated te current or prior periods using interest rates
of high-quality corporate bonds that are denominated in the currency in which the benefits will be paid,
and that have tenms to maturity approximating to the terms of the related pension chligation, In
countrles whete there is no deep market in such bonds, the market rates on government honds are
used.

The Bank's defined benefit plan operates as a plan which shares risks among subsidiaries of the First
Citizens Group which ara under common contral. The Bank's poliey is to recognise the net defined
benefit ¢ost of the plan in the separate financial statements of First Cltlzens Bank Limited, the entity
which is legally considered the sponsoring employer of the plan. The Group recognises a cost equal o
Its contributlon payable for its employees in its separate financial stalements. Pension contiibufions for
the year amounted to $2 million (September 2018: $1.9 million).

(iiy Profif sharing and bonus plans

The Group recognises a liabllity and an expeanse for bonuses and profit-sharing, based on a formula
that takes Into cansideration the profit attributable 1o the First Citizens Group's sharehelders after
certaln adjustments. The Group recognises a provision where contractually obliged or where there is a
past practice that has created a constructive obligation,

(iil}y Employee share ownership pian

The Flrst Citizens Group astablished a cash-settled based remunearation plan for its employees. A
liability is recagnlsed for the fair value of the cash-settled transactions. The fair value is measured
initially and at each reporting date up to and including the settlement date, with changes in the fair valus
‘recognised in the statement of incoma. The fair value is expensed over the peried until the vesting date
with recognition of a corresponding liability.

n. Cash and due from other Banks
For purposes of the consolidated statement of cash flows, cash and due from other banks comprise of cash

balances on hand, depesits with ather banks and short-term highly liquid investments with original maturlties
of three months or less when purchased net of balances “dus to other banks”,
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2 Summary of significant accounting policles {continued)

Q.

Net interest income and expense

Interest income and interest expense are recognised in the consolidated statement of incoms for all Interest
bearing instruments on an accrual basis using the effective interest method based on the Initial carrying
amaount. Interest income includes coupons earned on fixed Income investments, Promissory Notes (PNotes)
and accrued digcount and premium on treasury bills and other discounted instruments, When & financial asset
is Impalred, the Group reducas the carrying amount fo its recoverable amount, being the estimated future cash
flow dlscounted at the original effective interest rate of the instrument and continues unwinding the discount as
interast income.

The sffective interest rate is the rate that exactly discounts estimated future cash payments or receipts through
the expected life of the financiai asset ar financial liablllty to the gross carrying amaunt of a financial asset (.e.
its amortised cost befors any impairment allowance) or the amortised cost of a financial liability, The calculation
does not consider expected credit losses and include transaction cost, premium, discounts and fees and point
paid or received that are integral to the effeciive interest rate, such as origination fees.

For financlal assets that are credit Impaired (stage 3}, interest iIncome is calculated by applying the sffective
interast rate to the camying valus net of the expected credit Ioss provislon,

For financial assets classified as Purchased or Criginated Credit Impaired (POCI), interest income is calculated
by applying a credit-adjusted EIR (based on an initial expectation of further cradit losses) to the amortised cost
of these POCI assets. Tha Credit-Adjusted Effective Interest Rate (CAEIR) is lower than the effective inferest
rate as the cash flows of the instruments are adjusted downwards for the impact of expected credit lossas,

BDividend fncome

Cividends are recognised in the consolidated statement of income whan the entity's right to receive payment is
established.

Fee and commission ncome

IFR818 Revenue from Contracts with Customers (effective 1 January 2018). This standard provides a single,
principles based five-step model to be applied to all contracts with customers. The five steps In the modal are
as follows: .

Identify the contract with the customer

Identify the performance obligatlons in the contract

Determine the transaction price

Allacats the transaction price to the performance obllgations in the contracts
Recognise revenue when (or as) the entity satlsfies a parformance oblligation,

IFRS815 's core underlylng pringiple Is that an entity should recognise revenue Iin & mannet that depicts the pattern
of the transfer of goods and services to customers, The Group's performance obligations are very contract specific
for the various services: wealth managed client accounts, private placements, portfolio management fees and
commissions and mutual funds portfolio management.

Fees and commissions are recognised at a point in time when the service has been provided. Commissions
and feas arising from negatiating or participating in the negotiation of a transaction for a third party, such as the
arrangement of the acquisition of shares or other securities or the purchase or sale of businesses are
recognised at a paint in time en completion of the underlying transaction. Other management advisory and
service feas are recognised based on the applicable service contracts usually on a time apportioned basis,
which Is normally on a monthly bllling cycls at g paint in time,

The same principle is applied for wealth management, financial planning and custody services that are

continuously provided over an extended period of time. Performance linked fees or fee components are
recognisad when the performance criterla are fulfilled at a point in time.
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2 Summary of significant accounting policies {centinued)

q.

Fee and commission income {continued)

Brokerage & Advisory feas are generally recognised at a point in time upon full compietion of the scope of works to
the contract, however, for nitial Public Offerings and services of that nature the perfermance obligation maybe
specific fo the stage of completion of the services performance obligation. In additlon some contracts may require
variation to the performance obiligation based on the cllent spacifications. This also applies to asset management
feas (pension fund and private portfolio) related to investment funds are recognised rateably over the period the
service is provided and accrued in accordance with pre-approved fee scales These contracts would qualify for
revenue recagnilion over time.

No changes were required as a result of the impact from the transition to IFRS 16 as at 1 Qctober 2018 and 30
Saptember 20189,

Borrowings

Borrewings are recognised initially at fair value. Subsequently, borrowings are stated at amortised cost and any
differance between proceeds net of transactions costs and the redemption vaiue Is recognlised in the consolidated
statement of income over the period of the borrowings using the effective interest method.

Acceptances

Acceptances comprise undertakings by the Group to pay bills of exchange drawn on customars. The Group
axpacts most acceptancas to be settied simultaneousiy with the relmbursement from the customers. Acceptances
are accounted for as off-statement of financlal position transactions and are disclosed as contingent liabilities and
commitments.

Dividend distribution

Dividends on ordinary shares are recognised in equity in the period in which they are approved by the Group's
Board of Directors. Dividends for the year, which are declared after the year end, are disclosed in the subsequent
events note when applicable,

Provisions

Provigions ars racognised when the Group has a present legal or constructive obligation as a result of past events,
it is mare tikely than not that an outflow of resources embodying economlc benefits will be required to settle the
obligation, and a rellable estimate of the amount of the obligation can be made. Where there are a number of
simitar obligations, the likelihood that an outflow will be required in settlement is determined by censidering tha
class of the obligation as a whole. A provision is racognised even if the likelihcod of an ouffiow with respect to any
one item included in the same class of obligations may be small.

Provisions are measured at the present value of the expenditure expected ¢ be required 1o settle the obligation
using a pre-tax rate that reflacts current market assessments of the time value of money and the risks specific to
the obligation. The increase in the provision due to the passage of time is recognised as inlerest expense,

intangible assals

Intanglble assets comprise separately identifiable items arising from business combinations, computer software
lleenses and other intangible assels, Intangibie assets are recognised af cost. The cost of an intangtble asset
acquired in a business combination is its fair value at the date of acquisition. Intangible assets with a definlte
useful life are amortised using the straight line mathod over the period that tha benefits from these assets ara
expected to be consumed, generally not exceeding 20 years, Intangible assets with an indefinite useful life are not
amortised. At each date of tha consolidated statement of financial position, intanglble assets are reviewed for
indications of impairment or changes in estimaied future economic henefits. If such indications exist, the intangible
assets are analysed {o assess whether their carrying amount is fully recoverahle. An impairment loss is
recagnised if the camying amount exceeds the recoverable amount.

The Group chooses to use the cost model for the measurement after recognition.

Intangible assets with Indefinite useful life are tested annually for impairment and whenever there is an
indlcation that the asset may be impaired.
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2 Summary of significant accounting policies (continued}

v. fntangible assefs {cominued)

(i)

(ii)

{iii)

Geodwilf

Goodwill ariges on the acquisition of subsidiaries and represents the excess of the consideration
transferred over the Group's interest in net fair value of the net identifiable assets, liabilities and
contingent liahilities of the acquiree and the fair value of the non-controlling interest in the acquiree,

For the purpose of impairment testing, goodwill acquired in a husiness comblination is allocated 1o each
of the CGUs, or groups of CGUs, that is expected to henefit from the synergles of the combination.
Each unit or group of units to which the goodwill is allocated represents the lowest level within the entity
at which the goodwill is menitored for internal management purposes. Goodwill is monitored at the
operating segment level.

Goodwill impairment reviews are undertaken annually or more frequently if events or changes in
circumstances indicate a potential impairment. The carrying value of goodwill is compared {o the
recoverable amount, which is the higher of value in use and the fair value less costs of disposal. Any
impairment is recognised immediately as an expense and is not subsequently reversed,

Other Intangible assels

Other intangible assets are iniially recognised when they are separable or arise from contractual or
other legal rights, the cost can be measured reliably and in the case of intangible assets not acquired in
a husiness combination, where it is probable that fufure economic benefits attributes to the assets with
flow from their use, The value of intangible assats which are acquired [n a business combination is
generally detetmined using income approach methodologies such as the discounted cash flow methad.

QOther intangible assets are stated at cost less amortisation and provisions for impairment, if any, plus
reversals of impairment, if any. They are amortised over their useful lives in a manner that reflects the
pattern to which they contribute to future cash flow.

GComputer software

Costs asseciated with maintaining computer software programmes are recognised as an expense when
incurred. However, expenditure that enhances or extends the benefits of computer software programmes
beyond their original specifications and lives is recognised as a capital improvement and added to the
original cost of the software. Computar software davelopment costs recognised as assets when the
following criteria are mef:-

+ |tis technically feasible to complate the software and use it

Management intends to complete the software and use it

Theye an ability to use the software

Adequate technical, financial and other resources to complete the development and te use it

The expenditure aftributable to the software during its development can be reliably msasurad.

The software devslopmant costs are amortlsed using the straight-line methoad over their useful lives but not
exceeading a period of three years.

" 4 & =

w. Fiduciary acfivities

The Group acts as trustees and in other fiduciary capacities that result in the holding or placing of assets on
hehalf of individuals, trusts, retiremant benefit plans and ather institutions. These assets and income arising
thereon are excluded from these consolidated financial statements, as they are not assets of the Group
(Note 3.d).
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3

Financial risk management

The Greup's aclivities expose it to a variety of financial risks and those activities involve the analysis, evaluation,
acceptance and management of some degrae of risk or comhination of risks. Taking risk |5 core to the financial
husiness, and the cpsrational risks are an Inevitable consequence of being in business, The Group's aim is
therefore to achieve an appropriate balance between sisk and return and minimise potential adverse affects on
the Group's financial performance.

The Group's risk management policies are designed to identify and analyse these risks, o set appropriate risk
limiis and controls, and to monitor the risks and adherence to limits by means of reliable and up-to-date
information systems. The Group regularly reviews its risk managemeni policies and systems to reflect changes
in markets, products anhd emerging best practice.

Risk management framewaork

The Board of Directors of First Cltizens Bank Limited has overall responslbility for the establishment and
oversight of the First Citizens Group risk management framework. To assist the Board of Directors in fulfilling its
duties, two Board sub-committees were established to moniter and repert to the Board of Directors of the parent
on the overall risks within the First Citizens Group - the First Citizens Group Enterprise Risk Management
Committaz and the Corporata Cradit Committae; and two Senlor Management Committeas- the Senlor
Management Entarprise Risk Committee and the Assetl/Liability Commities.

The First Citizens Group Enterprise Risk Management Unit, headed by the Chief Risk Officer (CRQ), reports to
both Sub-Committees of the Board of Diractors through the Senior Management Committees. This unit is
responsible for the management, measurement, monitoring and control of gperational, market and credit risk for
the First Citizens Group through the First Citizens Group: Operatianal Risk and Controls Unit, Credit Risk and
Administration Unit, Market Risk Unit and Business Continuity Planning Unit. The First Citizens Group
Enierprise Risk Management Unit reports into the Senior Management Enterprise Risk Committes to allow
menitering of the adherence to rigk limite and the impact of developments in the aferementioned risk areas on
strategy and how strategy should be varied in light of the developments.

The Assetiliability Committee (ALCO} was established to manage and menitor the pollcias and procedures that
address financial risks associated with changing interest rates, foreign exchange rates and other factors that can
affect the Group's liguidity, The ALCQ seeks to limit risk to acceptable levels by monitoring and anticipating
posslble pricing differences betwean assets and liabilities across the Bank and the Group's various companies
via the Treasury and Infernational Trade Centre. The Treasury and International Trade Centre's primary role and
responsibliity ts to actively manage the First Citlzens Group's liguidity and market risks. The ALCC is also
supparted in some specific areas of activity by the Bank's Market Risk Committee.

As part of its mandate, the Board establishes written principles for overall risk management, as well as ensuring
that policies are in place covering specific areas of risk, such as foreign exchange risk, interest rate risk, credit
risk, use of derivative financlal instruments and non-derivative financial instruments. In addition, the Flrst
Citizens Group Internal Audit Department is respensible for the independent review of risk management and the
cantrol envirenment and repors its findings and recommendation to the Board Audit Committee.

The most impertant types of risk are credit risk, liquldity risk, market risk and other operational risk. Market risk
includes currancy risk, interest rate and other prics risk.

(26)



First Citizens Investment Services Limited And Its Subsidiaries

Notes to the Consolidated Financial Statements (continued)

30 September 2019
(Expressad in Trinidad and Tobago Lolfars)

3 Financial risk management (continued)

Credit risk

Credit rlsk is the single largest risk for the First Citizens Group's business; management therefore
carafully manages Its exposure to credit risk. The cradit risk management and confral are centralised in a
First Citizens Group Credit Risk Management team which reports regutarly to tha Chief Risk Officer and
the Beard Credit Committee,

(0

Credit risk management

In its management of credit risks, the First Citizens Group has established an organisational
structure which supporis the lending phllosaphy of the First Cltizens Group. This structure
comprises the Board of Directers, the Beard Credit Commiitea (BCC), Senior Management
Enterprise Risk Committes (SMERC}, the Chief Risk Officer (CRO), the Credit Risk Management
Unit and the Interna! Audit Depariment. The Board of Directors maintains general oversight o
ensure that policies and pracedures are consistent with the strategic direction and cradlit
philesophy of the First Citizens Group and that they serve to bring the required level of protection
over assets that are exposed to credlt rigks. To facllitate day to day decisioh making and timely
implementation of decisicns, the Board has delegated authority for specific areas to specific
committees andfor officers with an appropriate reporting system to the Board. The BCC focuses
primarlly on cradit risk appstite and in so doing sanctions amendmants {o credit policies,
delegation of lending authority to senior management and credit requests exceeding the authority
of managemenl. The SMERC together with the GCRO menttors the effactiveness of credit
palicies and procedures and may direct changes to strategies to improve the effectiveness of
policies, The major focus of the Credit Risk Management Unit is to formulate credit policies,
monitor compliance with them and on a continuous basis to assess their relevance fo the changing
business envircnment. Most of thess policies are established and communicated through the First
Citizens Group's wriiten Credii Pollcy Manual. This decument sets out in detail the current policies
governing the lending function and provides a comprehensive framework for prudent risk
management of the credit function. Major ereas of focus are General Credit Policy Guidelines,
Exercise of Lending Authority, Credit Review Process, Credit Risk Rating and Classiflcaiion
System, among others.
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3 Financial risk management {continued)

a, Credit risk {confinued)

(il Expected credif loss measurement

IFRSQ cutlines a 'three stage’ made; for impairment hased on changes in credit quality since Initial
recognition as summarised below:

A financlal instrument that is not credit-impaired on initial recognlitien is classified in Stags 1
and has its credit rick continuously monitered by The First Clitizens Group,

If a significant increase in credit sk (SICRY) since initial recognition is identified, the financial
instrument is moved to 'Stage 2' but is not yet deemed to be credit-impaired. Please refar io
nate 3.a.lii for a description of how The First Citizens Group determines when a significant
increase in credit risk has occurred,

If the financial instrument is credit-impaired, the financial instrument is then moved to 'Stage 3",
Please refer to nete 3.a.v for a description of how The First Citizens Group defines credit-
impaired and defaulf,

Financial instruments in Stage 1 have their ECL. measured at an amount equal to the portion of
lifetime expected credit losses within the next 12 months. Instruments in Stages 2 or 3 have
their ECL measured based on expected credit losses on a lifstime basis. Please refer to note
3.a.v for a descriplion of inputs, assumptions and estimation techniques used In measuring the
ECL.

A pervasive concept in measuring ECL In accordance with IFRS & is that it should consider
forward- locking information. Note 3.a.vil Includes an explanation of how The First Citizens
Group has Incorporated this in its ECL models

Purchased or originaled credit-impalred financial assets are those financial assets that are
credit- impaired on initial recognition. Their ECL is always measured on a lifetime hasis (Stage
3.

Further explanation Is alse provided of how The First Citizens Group detemmines appropriate
groupings when ECL is measured on a collective basis (refer to note 3.a.ix),

The following diagram summarises the impairmant reguirements under IFRS 2 (other than
purchased or originated credit-lmpaired financiat asssts):

Change in credit quallty since inftial recognition

Stage 1 | Stage 2 | Stage 3
(Significant increase in
{initial Recognition) credit risk) (Gredlt - Impalred assets)
12 manth expected credit lifetime expected credit Lifetime sxpected cradit
losses lgsses losses
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3 Finaneial risk management {continued)

a, Credit risk {continued)

(i)

{iv)

{v)

Significant increase in credit risk (SICR)

The Flrst Citlzens Group considers a financial instrument to have experlenced a significant increase in
credit risk whan one or mors of the following criteria have been met:

! fd P AR 1] A b =k Al
Absolute Measure PD- 15% or higher PI2 -26% ar higher
AND AND AND
Relative Measure Cne Notch downgrade (internal rating scale} | Cne Notch downgrade
{intarnal rating scale)
OR OR OR
Special Consideration | Eurchonds with Trigger 3 Breaches Eurobonds with Trigger 3
Breaches

The First Cltizens Group has not used the low credit risk exemption for any flnancial instruments in the year
ended 30 September 2019,

Sfgnificant decrease in credit risk (SDCR)

The table below shows the indicators for a significant decrease in credit risk;

i Rortdd
Relative Measura Credit rating reverts to level just prior to the' | One Noich Upgrada
SICR {Investment securities
rating scale)
Absolute Measure PD - 12.56% or lower PD - 25% or lowsr
Special Censideration | No Credit Stop loss Breaches No Credit Stop loss
: Breaches

Definition of defatit and credit-impaired assets

The First Citizens Group defines a financial instrument as in default, which is fully aligned with the definition
of credit- impaired, when it meets one or more of the following criteria:

Quantitative criferia

The borrower is more than 90 days past due on its contractual payments.
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3 FInancial risk management (continued)
a. Credif risk {continued)

(v Desfinition of default and credit-impalred assets (continued)
Qualitalive criferia

The borrewer meets unlikeliness to pay criteria, which indicates the borrower is in significant financial
difficuity. These are Instances where;

+  The borrower formally files for bankruptey or there is a commencement of foreclosure proceadings.

* The obligation is classified doubtful or worse as per The First Citizens Group's classification process.

» A modification ta the terms and conditions of the original agreement that would not normally be
considered is executed

»  Restructure proceedings or an indication of the intentlon fo restructure is Initiated by the issuer
(investments cnly),

The criteria above have been epplied to all financial instruments held by The First Citizens Group and are
consistent with the definition of default used for infemal credit risk management purposes. The default
definition has bean applied consistently to madel the Probability of Default (PD), Exposure at Default {(EAD)
and Lass given Default {LGD}, throughout The First Citizens Group's expacted loss calculations,

An invastment instrument is considerad o no longer be in default (.e. to have cured)} when it has
been restructured. An exceplion exists for credit impaired facilities at origination.

(v} Measuring ECL - Explanatfon of inputs, assumptions and esfimation techniglies

The Expected Credit Loss (ECL)} is measured on either & 12-month {12M) or Lifetime basis depending on
whether a significant increase in credit risk has occurred since inftial recognition or whether an asset is
considered fo he credit-impaired. Expectad credit losses are the discountad product of the Probabllity of
Default (PD}, Exposure at Default (EAD), and Loss Given Default (LGD), defined as follows:

+ The PO rapresents the likelihood of a borrower defaulting on its financial obligaticn (as per-Definitlon
of default and credit-impaired above), sither over the next 12 months (12M PD), or over the
remaining lifetime (Lifetime PD) of the cbligation.

« EAD s based on the amounts The Group expects to be ewed at the time of default, over the next 12
months (12M EAD) or aover the remaining lifetime {Lifetims EAD). For example, for a revolving
commitment, The First Citizens Group includes the current drawn balance plus any further amount
that is expected to be drawn up to the current contractual limit by the time of default, sheuld it ocour.

» | oss Given Default (LGD) represents The First Citizens Group's expectation of the extent of logs on
@ defaulted exposure. LGD varies by seniority of claim and product type, while the ayailability of
collateral is factored before .G [s considered. A robust sysiem for recovering on all delinquent
facillties managed by specialized units ensures that early measures are taken to contain less. The
recovery on the various products managed by The First Citizens Group are recorded and this
historical information is used to determine LGD. LGD Is expressed as the percentage of loss
expected to be made if the default occurs over the ramaining expected lifetime of the loan,

The ECL is determined by multiplying the PD, LGD and EAD after taking inta consideration the
discounted prasent value of the EAD and collateral enhancements. The EAD is determined by reducing
the outstanding balance from the discounted collateral value. The cost of disposal of the collateral item is
factored together with the time frame for disposal before discounting to present values. The discount rate
used in the ECL calculation is the criginal effective interest rate,
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3 Financial risk management (continued)
a. Credif nsk {continued)

(v}  Measuring ECL - Explanation of inpuls, assumptions and estimafion techniques (continued)

The lifetime and 12-month PDs are determined differently for investments, The Investments PDs are
taken from the Standard & Poor's {S&F) transition matrix. The EAD is considerad as follows:

*  For amortising products and bullet repayment leans, this is based on the contractual repayments
owed by the borrower over a 12month or lifetime basis. This wlll also be adjusted for any expected
overpayments made by a borrower. Early repayment assumptions are also incorporated Info the
calcutation.

s  For revolving products, the exposure at default is calculated by taking current drawn balance and
adding a" credit conversion factor” which allows for the expected drawdown of the remaining limit by
the time of default. These assumptions vary by product type and current limit utilisation band, based
cn an analysis of the product's usage ovar a two year period.

» The 12-month and lifetime LGDs are determined based on the factors which impact the recoveries
made past default. These vary by product type and are Influenced hy the collaction strategles of the
speclalist units managing the process.

There have been no significant changes in estimation techniques or significant assumptions made during
the reporting period,

ity Forward-looking Informalion incorporated in the ECL models

The calcuiation of ECL incomperates forward-leoking infermation, The First Citizens Group has performed
historical analysis and identified the key economic variables impacting credit risk and expected credii losses
for each portfolio. '

Detormination of macroeconamic scenarnos and probabilifies

For each economic territory management determinas a macgroeconemic driver, which Is statistically linked to
the cradit risk of that sovereign. Once this lead indicator is established, correlation analysis Is conducted
between thls macroecanomic Indicator and key sovereign credit risk metrics, whare the sign and sirength of
carrelation coefficients determine which are most slgnificant. These (three) selected soverelgn credit risk
melrics are determined based on their importance as key sovereign credit rating drivers and are comprised
of bath fiscal and debt indicators as well as measures of external liquidity. Te quantify the impact of the lead
macraecancemic driver on each of the credit risk metrlc, CL.3 regreasion is conducted.

To establish the alternative scenarios required by IFRS 8, the lead macroeconomic driver is ‘shocked’, such
that the offlcial forecast for each year moves up and down by a multiple of the historical standard deviation
to establish a best- and worse-case. Once these new values are derived, they are inputted into the Q1.8
regression equation for each of the key sovereign credit risk metric to quantify how credit risk changes In the
alternative scenarios. These data peoints are used in the dstermination of a credlt rating for the sovereign in
each of the different scenarios for the forecasted period. To assign probabilitiss, we adopt the Standard and
Poar's Transltion Matrix, which is computed by comparing the Issuar ratings at the beginning of a period with
the ratings af the end of the period. This essentially provides us with a probabiiity of moving from the current
cradil rating to the forecasted rating.
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3 Finanecial riak management (continued)

a.  Credit risk (continued)

{wii)

(i)

Forward-fooking information incorporated fn the ECL models (continued)
fnvesiments

These sconomic varlables and their associated impact an the PD, EAD and L.GD vary by financial
instrument. Management judgment has aiso been applied in this precess. Forecasts of these economic
variables (the "base economic scenaric") are provided by the Research & Analytics taam on a periodis basis
and provide the best estimate view of the economy over the next three years. After three years, to project
the economic variables out for the full remaining lifetime of each instrument, a mean reversion approach has
keen used, which means thet economic variables tend to either a long run average rate (e.g. for
unemployment) or a long run average growth rate (e.g. GDP) over a period of two to flve years. The impact
of these econemic variables on the PD, EAD and LGD has been determined by performing statistical
regression analysis to understand the impact changes in thess variables have had histerically on default
rates and on the components of LGD and EAD.

In addition to the base case scenario the Research & Analytics team alsc provided other possible scenarios
along with scenario weightings, The number of other scenarios used was set with the only exception being
the addition of a fourth scenario if the base and current differed. The number of scenarios and thelr
attribules are reassessed at each reporting date. The scenario welghtings are determined by a combination
of statistical analysis and expert cradit judgement, taking account of the range of possible outcomes each
chosen scenatio is reprasentative of,

Sensitivity snalysis

The most significant agsumptions affecting the ECL allowance for Corporate/Commarclal pertfolios is GDP -
given the significant impact on compeanies’ performance and collateral valuations.

Risk limft confrof and mitigaticn policies

The Flrst Citizens Group 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 {o geographical
segments. Such risks are monitored on a revolving basis and subject to an annual or more frequent
review, when considered necessary. Limits on the leve! of credit risk by produci and by country ara
approved annually by the Group's Board of Directors. Actual exposuras against limits are monitored
reqularly and reparted to the Group's Rlsk Management Commiitee and the Board of Directors,

{a} Single investee or Industry exposure fimits

These limits have been established based on a ranking of the riskiness of vardous investee or
Industrles. The ranking is gulded by a model developed for tha Group for thls purpose. The
model utilises a scale incorporating scores of 1 to 8 with 1 being the least risky. Thesa have
been considered into four (4} bands of axposure limits which have been sat in relation fo the total
cradit portfolic with a smaller limit being assigned te the more risky Industries.
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3 Financial risk management {continued)
a. Credil risk (continued)

(viit)y  Risk limit control and miflgafion policfes fcontinued)
(b) Country expasure limifs

Exposure limits have been established for selected countries which are considerad to be within the
Group's off-shore target market. Five risk categories have been developed and the selecied
countries have been assigned 1o these categories based either on ratings issued by acceptable rating
agencias or the Group's own internal assessment of the economic and political stabllity of the target.
Maximum cross border exposure has been limited to a pre-determined portlon of total assets and this
amount is allocated to the various risk categories with a larger share being allocated to the more
highly rated categories.

Collajeral

The Group employs a range of policies and practices to mitigate credit risk. The most traditional of
these is the taking of coliateral to secure investments, which is commen practice. The Group
implements guidelines on the acceptability of specific classes of collateral for credit risk mitigation,

Collateral held as securlty for financial assets other than loans and advances depends on the nature
of the instrument. Debt securities, treasury and other eligible bills are generally unsecurad, with the
exception of asset-backed securities and similar instruments, which are secured by portfolios of
financlal instruments.

Liquidity support agreement

The terms of the Liquidity Support Agreement (LSA) under which First Citlzens Bank Limited (the
Bank} acquired Caribbean Money Market Brokers Limited (CMMB), now First Citizens [nvestment
Services Limited (FCIS), cutlined certain flnanclal assurances given by the Government of Republic
of Trinldad and Tobage (GORTT) to the Bank, that provided for the indemnification of the Bank
against various claims, losses or liabilities if incurred by FCIS within a stipulated period of time after
the date of acquisition in relaticn te obligations existing or default on assets owned by FCIS at the
date of the acquisition.

The |.SA dated 15 May 2009 and made hetween the GORTT, the Central Bank of Trinidad and
Tobagoe (CBTT) and the Bank provided that all reasonable claims hy the Bank in respect of such
losses were expected to be settled, once the Bank had made all reasonable efforts to recover ar
resist such claims, losses or liabilities, The Bank committed to reimburse FCIS for any losses Incurred
by FCIS against which the Bank has been Indemniflad.

l.osses which are covered under the LSA Include losses in respect of balances due from GL Financial
and its affiliates aceruing from the date that CMMB was acquired by the Bank {o the greater of the
maturity dafe of the cbligation or 8 years from the date of completion of the share transfer of CMMB
to the Bank.

The Ministry of Finance continues to recognize its commitment under the LSA agreement by way of
granting consacutive extensions under tha Liquldity Support Agreemant for the periods; 16 May 2015
to 16 Novermnber 2018, 16 November 2016 fo 14 November 2017, 15 November 2017 to 14
November 2018 15 November 2018 to 14 November 2019and subsequently 16 November 2019 {o 28
February 2021. Additionally, the Ministry of Finance has made good and setled in full subsequent
claims#1 te 10 which was made for losses and expenses incurred resulting from obligations
commansurate with the Liquidity Support Agreemant.

The Ministry of Finance in its responsa in letfer dated 3 September 2019 has agreed to another
extension for & 28 month period effective from 15 November 2019 to 28 February 2021
commensurate under the Liquidity Support Agreement dated 15 May 2008, in which interest
continues to accrue at 4% and 5% for the CL Financial USD PNOTE and the CL Financial TTD
commercial paper regpectively. As at the statement of financlal position date, the amount of
Promissoty Notes due o was US$100,841,820 and the amount of the Commerclal Paper due
TT$241,239,771. The liquidity support agreement extension was executed on 3 September 2019.
These are classified as amortised cost in the Statement of Financial Position as at September 2049,
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3 Financial risk management {continued)

a. Credif risk (confinued)

(i) Maximum exposure fo credif risk before collateral heid or other credif enhancement
Credit risk exposures relating to on-statement of financial position assets are as follows:

Gross Gross
maximum maximum
exposure exposure
Sept 2019 Sept 2018

$'000

Cash and due from other banks 225,842 336,301
Financial assets
- Fair valua through other comprehensive income 3,638,286 2,859,008
~ Amortised cost 4,088,250 3,972,367
- Fair value through praflt or loss - 13,413
Other assats 17,057 130,232

7,947 408 7,311,411

The above table represents a worst case scenario of credit risk exposure to the Group at 30 30
Septernber 2019 and 2018, without taking account of any collateral held or other credit enhancemants
attached. For on-consolidated statement of financial position assets, the exposures set out above are
based on gross carrying amounts before impairment, There are ne credit risk exposures relating to off-
consolidated statement of financial posifion items.

As shown above, 3% of the total maximum exposure is derived from cash and due from other hanks
and receivables (September 2018: 8.6%}; while 97% represents investments in other debt securitles
(September 2018: 83.4%).

Management is confldent in its abllity to continue fo control and sustain minimal exposure of credit risk
to the Group resulting from both its cash and due from other banks and assets held at amortised cost
portfolic and its other debt securities based on the following:

s The Group has Introduced a more stringent selection process for investing in securities with none
of the impaired assets coming from new investments made in the current financial year.

» The collateral package or flnancial assurances in place in support of recetvables minimises the
probability of losses on this portfolio,

+ For September 2019, mare than £6% (September 2018: 58%) of the investments in debt securities
and other hills have at least a BBB- baged on Standards & Poor's Ratings.

«  As per Note 3.a.vil 'Risk limit control and mitigation paolicies- Liguidity Supnort Agreement’,
management is confident that given the agreement to transfer the benefifs of such assurances by
First Citizens Bank Limlted to the Group, the Group would realise no losses on these assets, The
amount outstanding to FCIS stoed at TT$241,239,771 and US$100,841,820 as at Septembar 2010
(September 2018, TT$232 million and US$97.8 million) and continues fo accrue interest,

« The Group's pottfolio carrles a slgnificant concentration of credit risk to Government of Barbados
securities from Barbados which at the Balance Sheet date accounted for 4% of the value of
Investment Securities (Septembar 2018 4%).
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3 Financial risk management {continued)

a. Credit tisk (continued)

()

()

Financial assets

Included in amortised cost are amounts due from CL Financial and its affiliates of $916 million which
matured but are indemnifled under the Liquidity Support Agreemant (LSA) (Saptember 2018; $887
millien). All princlpal and interest payments due on these advances arg covered under the LSA as
detailed in note 3.a.ix.

Furtherance, the material indemnified amount cutstanding under the Liquidity Support Agreemsant
represents certain Promissory Note and Gommercial Paper ohligations which were and are due and
owing by CL Flnanclal Limited to CMMB (now First Cltizens Investment Services Limited (*FCIS™. The
GORTT has since petitioned the Court to wind up CL Financial on the basis that the CL Financial Group
was unable to pay its debts and or that it was just and equitable that the CL Financial Group be wound
up. On 25 July 2017, the Court of Appeal, ordered the appeintment of a joint provisional liquidator over
the assets of CL Financial pending the determination of the winding up petltion,

It is against this background that management made a formal clalm/demand by the submissions of
{Claim #11) indicating the Bank’s intention to claim the full settlement by 30 September 2019 in
accordance with the Bank's right to be indemnified in respect of those obligations under the terms of the
L3A,

The GORTT in lts letter dated 5 September 2019 stated its execution of an extension of the LSA for the
period 15 November 2012 to 28 February 2021,

As af the statemani of financial position date, the amount of Promissory Notes due was US$101,328,061
and the amount of the Commercial Paper due TT$260,905,604,

Debf and ofher investment securities

The table below presents an analysis of debt and other investment securities by internal, extemal and
aquivalent rating agency designation,

30 September 2019

Fair value through

other Amortised Fair value
comprehensive cost through profit and
income-securities securitles loss ' Total
$'000 5000 $'000 §'000
Investment grade 2,570,188 1,802,170 - 4,172,338
Speculative grade 1,068,068 2,147,737 - 3,215,825
Default - 316,343 - 316,343
Total 3,638,256 4,066,250 7,704,508
30 September 2018
Fair value through
other Amortised
comprehensive cost Fair value through
incemesecurities securities profit and loss Total
$'000 $'000 $'000 $'000
Investmeant grade 2,122,273 1,684,042 13,413 3,820,728
Speculative grade 736,825 1,783,150 - 2,519,975
Default - 495175 - 495,176
Total 2,859,008 3,972,367 13413 6,844,878
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3 Financial risk management {continued)
a. Gredit sk (confinued)
(xiiy Firancial assefs

The following table containg an analysis of the credit risk exposure of financlal Instruments for
which an ECL allowancs is recognised. The gross carrying amount of financial assets below also
represents the Group's maximum exposure to credit risk on these asssts.

Investments
30 September 2019
Stage 1 Stage 2 Stage 3 POCI Total
12-manth

ECL Lifetime ECL  Lifetime ECL

$'000 $'000 $'000 $'000 $'000
Cradlt rating
Investment gradse 4,215,119 - -- -- 4,218,119
Non investment grade 3,110,048 50,408 12,586 - 3,173,043
Default - -~ s 316,343 316,343
Gross investments 7,325,168 50,408 12,686 318,343 7,704,506
Loss allowance - {17,655) (4,168) (5,954) - (27,775)
Carrying balance 7,307,513 46 242 6,632 316,343 7,678,730

Investments
30 September 2018
Stage 1 Stage 2 Stage 3 POCI Total
12-month

ECL. Lifetime ECL.  Lifetime ECL

$'000 $'000 $'000 $'000 $'000
Credit rating
investment grade 5,063,652 - - - 5,083 552
Non investment grade 1,287,228 23,030 -- - 4,290,268
Default -~ - 495,178 - 495178
Grosa investments 8,330,780 23030 495178 -- 6,848,988
Loss allowance (16,887) (2 395) (1B85,648) -- {184 708}
Carrylng halance 6,314,113 20,635 328,532 - 6,684,280
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3 Financlal risk management (continued)

a. Credit risk {conlinued)

(xIif)

Logs allowance

The loss allowance recagnised in the period is impacled by a variety of factors, as described below:

Transfars hotwaen Stage 1 and Stages 2 or 3 due to financial instruments experiencing significant
increases {or decreasas) of credit risk or becoming credit-impaired In the period, and the consequent
step un {or step down} between 12-month and Lifetime ECL,;

Additional allowances for new financlal Instruments recognised during the periad, as well as releases
for financial instruments de-recognised in the period;

Impact on the measuremant of ECL due to changes In PDs, EADs and L.GDs in the period, arising
from regular refreshing of inputs ta models;

Impacts on the measurement of ECL. due to changes made fo models and assumptions;

Discount unwind within EGL due to the passage of time, as ECL is measured on a presant value
basis;

Foreign exchange retranslations for assets denominated In fareign currencies and other movements;
and

Flnancial assets derecognlsad during the period and write-offs of allowances related to assets that
were written off during the period .

The Government of Barbados Series D bonds are recognised as at 1 October 2018 as  Purchased or
Orlginated Cradit Impalred (POCI). These bonds originated at a deep discount that reflects incurred
credit losses. An effective interest rate based in the expected cash flows nef of expected credit losses
is used. This Is known as the Credit Adjusted Effective Interest Rate (CAEIR). The POCI value at 30
September 2019 was 68.76 with a face valug of BBD131,997,672

The total amount of undiscounted expected credit losses af initial recognition for Qriginated cradit-
impaired financial assets recognised during the period was BBD41,911,240 of total gross cash flows
BBD309,678,913.29.

Investments
Stage 1 Sage 2 Stage 3 POCI Total
12-maenth Lifetime Lifetime
ECL ECL ECL
$'000 $'000 $'000 $'000 $'000
Gross carrying balance as at
1 Qctober 2018 6,326,660 23,030 495,178 - 6,844 877
Transfer from stage 1 to stage 2 (36,137) 36,137 - - -
Transfer from stage 1 to stage 3 - = - - -
Transfer from stage 2 to stage 1 8,223 (8,223) - - -
Transfer from stage 2 {0 stage 3 - - - - -
New financial assets originated 732,752 -- - 293,257 1,026,009
Disposal/Maturltios of Investmeant (614 954) - (477.441) (992,395)
Unwind of diseounts 808 612 1,779 23,086 833,477
FX and other movements 2 {536) (5,929) (7,463
Gross carrying balance as at
30 September 2019 7.325,167 £0,408 12,687 316,343 7,704,505
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3 Financlal risk management (continued)
a. Credit risk {continued)

(xil) Loss alfowance (continued)

Investments
Stage 1 Sage 2 Stage 3 PQCI Total
12.maonth
ECL Lifetime ECL Lifetime ECL
$'000 $'000 $'000 $'000 $'000
Gross carrying balance as at 1 October 2017 5,774,839 461,233 12,822 -~ 8,248,804
Transfer from stage 1 lo stage 2 (15,301) 16,31 - - -
Transfer from stage 1 to stage 3 (36,263) - 36,263 - -
Transfer from stage 2 to stage 1 - - - - -
Transfer from stage 2 to stags 3 - (454,167) 454,167 - -
Transfer from stage 3 to credit Impalrad - - - - P
New financial assets originated 2,209,880 - - - 2,209,560
Disposals/Maturities of investment (1,455,803) v - - (1,455,803)
Unwind of discounts - - - - -
FX and other movements (150,463) 664 (8,074} -- {(157,873)
Gross carrying balance as at 30 September
2018 6,326,660 23,01 495,178 - 6,844 878
Stage 1 Stage 2 Stage 3 POCI Total
12-month Lifetime Lifetime
ECL ECL ECL
$'000 $'000 $'000 $000 $'000
L.oss allowance as at 1 Qctober 2018 (16,620) {2,395) (165,383) -~ {184,708)
Movement with P&L Impact - - - - --
Transfer from stage 1 to stage 2 51 {51) - - -
Transfer from stage 1 to stage 3 - - -- - -
Transfer from stage 2 to stage 1 (1,040) 1,040 - - -
Transfer from stage 3 to credit impaired - - . -- -
New flnancial assets originated {1,477) - - - {1,477)
Change In PDS/LGDS/EADS 1,144 (2,760) 4,092 - 2,476
Disposal of Investment 587 - - - 587

Modlflcations of contractual cash flows - - - - -
~ Unwind of discounts - - - - -

FX and other movements (Maturlfles/Sales) - - - - -

Total net P&L charge during the period (735) (1,771) 4,092 - 1,586

Other movement with no P&L impact

Provision Transfer from stage 1 o stage 2 - - - - —

Provision Transfer from siage 2 to stage 1 - - - - -

Transfer from stage 3 to credit impaired - - - - -
Financial assets derecognised during the

perlod - - 166,347 - 166,347
Write-offs - - o - -
Loss allowance as at 30 September 2019 {17,855) (4,168) (5,854} - (27 775)
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3 Financlial risk management (continued)
a. Credit risk {confinted)

{xiti)

(xiv)

l.oss alfowance (confinued)

loss allowance as at 1

October 2017

Movement with P&L Impaet

Transfer from stage 1 io siage 2

Transfer from stage 1 to stage 3

Transfer from stage 2 to stage 1

Transfer from sfage 2 to 3

New financial assaets orlginated

Change in PDS/LGDS/EADs

Disposal of Investment

Modifications of contractual
cash flows

Unwind of discounts

FX and other movaments
{Maturities/Sales)

Total net P&L. charge during
the period

Other movement with no
P&L impact

Provision Transfer from stage
1 to stage 2

Provision Transfer from stage
2 1o stage 1

Transfer from stage
3 to credit impaired

Financial assets derecognisad
during the perlod

Write-offs

Loss allowance as at
30 September 2018

Write-off policy

$tage 1 Stage 2 Stage 3 POCI Total
Lifetime Lifetime
12-month EGL ECL ECL

$000 $'000 $°000 $'000 $000
(63,488) (120,925) {6,954} - (180,378)
34,119 - {34,119) - -
- 117,444 (117,444) - -
(347) - - - (347)
2,571 1,088 (8,128) - (4,472)
486 -- - - 486
36,829 118,620 (169,691) - {4,333)
(18,667) {2,398) (165,645) —-  (184,708)

The Group writes off financlal assets, in whole or in part, when It has exhausted all practical racovery
efforts and has concluded there Is no reasonable expectation of recovery. Indicators that there is no
reasonable expectation of recovery include (i) ceasing enforcement activity and (i) where the group's
effort to dispose of repossess collateral is such that there is no reasonable expectation of recovering in

full,

The Group may write-off financial assets that are siill subject to enforcement activity. The outstanding
cantractual amounts of such assats written off during the ysar endad 30 September 2019 was nil (2018:
$112.7 million). The Group still seeks to recover amounts it is legally owed in full, but which have been

partially written off due to no reasanable expectation of full recovery.
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3 Financial risk management (continued)

a. Credit risk (confinued)
(xv) Concenlration of risks of financial assels with cradif sk exposure — Geographicaf sectors

The following table breaks down the Group's main credit exposure at their carrying amounts, as
categorised by geographical region as of 30 September 2019, For this fable, the Group has allocated
exposures to regions based on the country of domicile of its counterparties. The Group's investment
portfolio comprising cash and cash equivalents, financial assets — receivables, fair valus through other
comprehensive income, amoitised cost, held for frading and repurchase recelivables Is diversified across
28 countriaa, Limits for each country are reviewad on an annual or mora fraquent basis and the exposures
are monitored on a daily basis. The country exposures are categoriged into five regional sectors and the
secior concenirations within the portfollo are as follows;

North South & Central Othef®
Asia Amaerica Ametica Caribhbean  countries Total
5000 2000 $000 $000 $000 $000
At 30 Septamber 2019
Cash and dys from other
Banks - 8,856 - 216,086 - 225,842
Financial assets:
- FV through OCI 408,262 1,107 930 646,718 1,357,283 113,393 3,833,583
- Amortised cost - - - 4,043,138 — 4043138
- FV through P&L - -~ - - - -
Ciher assets - -- - 17,087 - 17,057
At 30 September 2019 408,269 1,116,786 646,718 5,634,464 113393 7,919,630
North South & Central Other
Asia  America America Caribbean  countries Total
$000 $000 $000 $000 $000 $000
At 30 September 2018
Cash and due from other
Banks - 23,763 -- 312,538 - 336,301
Financial assets.
~ FV through QCI 406,982 638,173 503,311 1,207.945 94626 2,851,037
- Amortised cost - - - 3,795,721 -~ 3,795,721
- FV through PaL w 13,413 e - - 13,413
Other assals -~ - - 124,543 5,688 130,232
At 30 September 2018 406,982 675,348 503,311 5,440,747 100,315 7,128,704
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3 Financial risk management (continued)
b. Market risk

The Group 1akes on exposura to market risk, which is tha 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, currengy and equity products, all of which are exposed to general and specific
market movaments 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 mearket risks arlsing from trading and non-trading activities are measured separately by the Flrst
Citizens Group Markai Risk department wha submit reparts {o the Senior Management Enterprise Risk
Committee on a regular basis and also reporis via the Enterprise Risk Unit to the Board Enterprise Risk
Committes to enable Board oversight of market risk issues. Additionally, on a monthly basis, the First
Citizens Group’s Market Rlsk Gommittes raviews and approves the ylald curves used to value alil
investment securities and reports on this into the Group ALCQ. This Committee also provides for the
consideration of the Group ALCO technical information that may be relevant to current and developing
market conditions from time to time.

Trading pottfolios are those pesitions entered into primarily to take advantage of market movements to
generate capital gains.

Non-trading portfolios pmearily arise from investments held as collateral for repurchase agreements. Non-
trading portfalios also entail foreign exchange and equity risks arising from the Group’s amoitised cost and
fair value through othar comprehensive income investmeants.

{iy Market risk measurement techniques

As part of the management of market risk, the Group uses duration management and other
porifolio strategies io manage market rigk, The major measurement tachniques used to measure
and control market risk are outlined below,

Value af risk

The Group applies a ‘value at risk’ methadology (VAR) o its trading and non-trading portfolios, to
astimate the market risk of pesitions held and the maximum loasas expected, based upon a
number of assumptions for various changes In market conditions. VAR measurements capture
potential losses arising from changes In interest rates and forelgn exchange rates. The Board
sels imits on the value of rigk that may be accepted for the Group's, trading and nen-trading
portfolios, which are monitored on a daily basis by First Citizens Group Market Risk.

VAR is a statistically based estimate of the potential loss on the current portfolio from adverse

market movemsnts, It expresses the 'maximum’ amount the Group might lese, at a certain level
of confidence (89%) under normal market caenditions.
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3 Financial risk management (continued)

h. Marke! tisk (continued)

0

Mankef sk measurement techiniques (continued)
Value af risk fc_anﬁnued)

The First Citizens Group Market Risk calculates VAR using a 99% confidence leve! therefore
thare is a 1% probability that actual loss could be greater than the VAR estimate, The VAR
model assumes a certain ‘helding pariod’ untll positions can be cloged (10 days for Eurobonds
and 30 days for other securities). For comparability purposes the 1-day VAR for the portfolio
segments are dlsclosed in the following section, A parametric approach is used in calculating
VAR which uses the volatility, correlation and relative weights of the securities in the portfelio,
Actual outcomes are monitored regularly to test the validity of the assumptions and
parameters/factors used in the VAR calculation.

The use of this approach does not prevent losses outside of these limits in the event of more
significant market movemenls. .

Actual exposure against limits is monitored by Risk Management on a daily basis. There are
Board approved limits set on the portfolio VAR, A breach in these limits would trigger actions by
the management of the Group {o reducs risk on the portfolio. These actions can include hedging
of the pertfclio or spedific positions or sale of securities to bring the portfolio hack within limit,

The quality of the VAR model is continuously monfiored by back-testing the VAR results, All
back-testing exceptions and any exceptional revenues on the profit side of the VAR distribution
ara investigated.

Stress tesis

Stress tests provide an indication of the potential size of losses that could arise in exireme
conditions. The stress tests carried out by risk management include interest rate stress testing,
where movemants in tha yleld curve are appiied to each investment.

If the Group were to stress the portfolic at 30 September 2018 based on a 100 basis polnt (1)
upward parallel shift in all yield curves, this would result In mark to market losses of $168 million
(September 2018: $348 million).

The results of the stress tests are reviewed by senior management, the Risk Managemant
Commitiee and by the Board of Dlrectors.
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3 Finanglal risk management {continued)
b. Market risk {continued)
(i Market risk measurement technigues (continued)

Currency risk sensitivity

Based on nat fareign currency positions at 30 September 2019, the effect of a 2.5% depreciation
in the Trinidad and Tebago dollar against the respective currencies Is as follows:

us Euro EC Othar
$'000 $'000 $'000 $'000
At 30 September 2019
Gain/{loss) 26,490 - (6.062) (6,860)
At 30 Septemher 2018 _
Gain/({loss) 16,838 60,726 (5,126) (634)
Group VAR by portfolio
30 September 2019 30 September 2018
Average High Low Average High Low
$000 $'000 $'000 $'000 $000 $'000
Trading 12,034 18,786 8,692 8,638 11,926 4,782
Non-trading 12,900 16,690 9,253 10,773 11,488 9,621
Total VAR 24,934 35,476 17,845 17,411 23414 14,703
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3 Financial risk management {continued)
b. Market risk {confinued)
(it Foreign exchange risk

The Group takes on exposure to the effects of fluctuations in the prevailing foreign currency exchange rates on
its financlal position and cash flows. It is the pelicy of the Group not tc engage in speculative foreign exchanga
activities, The Board sets limits on the level of exposure by currency and in aggregate for all posltions, which
are monitored periodically, The Group's strategy of managing this risk is to buy low and sell high; establish
relationships with corporate foreign exchange eamers; limit foreign exchange exposure; avoid speculation with
an aim to keep a balanced position; and match forelgn currency denominated assels with forsign currency
denominated liabifities. The Group does not currently engage in any hedging activities to mitigate currency
risk, The table below summarises the Group's exposure to foreign currency exchange rate risk at 30
September 2019. Included in the table are the Group's flnancial Instruments at carrying amounts, categorised

by currency.
TT us Euro EC Other Total
$'000 $000 $'000 000 $000 $'000
At 30 Septomber 2019
Assets
Cash and due from other Banks 101,208 59,310 80 55,433 0,813 225 842
Financlal assets
- Fair value through other
comprehensive income 83,282 3457443 - 100,203 1,086 3,642013

- Amortised cost 1,813,513 068 921 - 018,470 341,228 4,043,138
- Falr value through proflt or loss - 147 - - 398 543
Other assets 10,4786 2,605 - 2,48% 1,486 17 066
Total asseats 2008477 4488426 80 1,077,601 354008 7928 502
Liabilities
Borrowings 198,477 1,960,382 - - ~ 2,158,839
Funds under managemaent 4,803 487 80 18,002 1,376 25748
Securities sokl under repurchase

agreements 1,173,226 1,105,737 - 1,252,402 362,148 3,000,613
Loan from parent company - 372,338 - - - 372,338
Creditors and acerued expenseas 49,028 4,807 -- 12,707 48,654 115,297
Tatal liahilities 1426535 3443831 80  1201,111 412178 6,672,736
Net en-consolidated statement of

financlal position 882942 1,044,505 ~ (213,610}  (58,170) 1,385,857
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3 Financial risk management (continuad)
b. Markel risk (continued)

()  Foreign exchange risk {continued)

T uUs Euro EC Other Total
$'000 $'000 $'000 $000 $'000 $'000
Af 30 September 2018
Assets
Cash and due from other Banks 101,833 78,800 2,114 101,525 52,028 336,301
Financial assets
- Fair value through other
comprshensive Income 168,974 2,565,722 - 130,448 - 2,855,144

- Amortised cost 1,910,241 869,982 -~ 689,253 328,205 3,795,721
- Fair value through profit or loss 5 13,557 - - 290 43,852
Other assets 100,898 24 348 o 4,147 840 130,232
Total assets 2,271,962 3,552,407 2,114 925 413 378,364 7,131,250
Liabilltles
Borrowings 198,468 1,252,280 - - - 1,450,738
Funds under management 5,081 502 85 16,901 1,960 25,429
Securities sold under repurchase
agresments 1,311,609 1,358,609 - 1,041,485 400,856 4,112,559
Loan from parent company 80,000 272,644 - 12,600 - 335,243
Creditors and accrued expenses 115,070 2,964 -= 59,451 1,901 179,386
Total liabllitles 1,681,217 2 886,898 85 1,130,437 404,717 6,103,355
Net on-consclidated statement of

financial position 590,735 665,508 2,029 (205,024} (25,353) 1,027,895

Included in the "Other” category are assets and liabitities held in UK pound steriing, Canadian dollars,
Barbados and Yen. A 1% increase or decrease in any of these currencies would not significantly impact the
Group's profi,

If the Trinidad and Tebage dollar depreciates by 2560 basis points against the United States dollar, the profits
would decrease by $23.9 million (September 2018: $16.6 million).
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3 Financial risk management {continued)
b. Markef nisk {confinued)
(i) Interast rate sk

Interest rate risk management fecuses on petential changes in net interest income resulting from changes In
interast rates, product spreads and mismatches in the re-pricing between Interest rate sensitive assets and
llabllities. 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 financlal Instrument will fluctuate because of changes in market interest rates. The Group takas on
exposure 1o the effects of fluctuations in the prevailing levels of market interest rates on bath its fair value and
cash flow rigks. Interest marging may increase as a result of such changes but may alsc reduce resulting in
losses in the evant that unexpected movements arise. The Group's objective in the management of its
interest rate risk is to reduce the sensifivity of ite eamings and overall portfolio value to fluctuations in the
interest rate, The table below summarises the Group's exposure to interest rate risks.

Non-

Uptod 1t03 Jto12 1to b Over 5 Interest

month months month vears years hearing Total

$'00Q 000 $'000 $'000 $7000 $'000 $°000
At 30 September
2019
Assetls
Cash and due from
other Banks 193,870 - 6,208 - - 26,968 225,842
Financial assets
~ Fair value
through other
comprehensive
income 7,648 403,344 121,808 447,466 2,653,326 -~ 3,833,592
- Amortised cost - 937,331 84,346 001,985 2119478 - 4,043,138
- Fair value
through profit or
[o]:1:] - - - -- -- - --
Other assats 404 - - “- - 16,6563 17,057
Total assets

M, 722 1,340,675 212360 1,348.451 4,772,802 42,819 7,019,628
Borrowings - 18,889 1,102,697 1,037,353 — -~ 2,158,839
Funds under
managament 25,748 - - - - - 25,748

Securities sold
under repurchase

agreements 308,865 444,348 2,709,884 439,315 - - 3,900,513
Loan froam parent

company - 90,250 - 273,088 - - 372,338
Creditors and

accrued expenses 74,079 -- - B3 - 41,135 115,297
Total liabilities 406,692 562,488 3,812,581 1,749,839 ~ 41135 B572,735
Intereat

sensitivity gap (204,970) 778,187 (2.600,221) (400,388) 4,772,802 1484 1,346,804
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3 Financial risk management {continued}
b. Marke! risk (continued}

{liy Interasi rate risk (continued)

Non-

Upto1 1103 31012 Tt05 Over 5 Interest

month months month years years hearing Total

$'000 $'000 $'000 $'000 $'000 $'000 8000
At 30 September
2018
Assets
Cash and due from -
other Banks 310,422 - - - 25,878 336,301
Financial assets
- Fair value through
other comprehensive
incoma 30,986 53,127 86,250 564,950 2,135,726 -~ 2,861,038
- Amortised cost - 893,191 24,167 868,926 1,900,447 -~ 3,795,721
- Fair value through
profit or loss - - - -- 13,413 - 13,413
Other assets 504 - - - - 128,728 130,232
Total agsets

341 912 946,318 90,407 1,583,878 4,058,585 166,807 7,128,705
Borrowings - 1,016,078 1,719 432,944 - - 1,450,738
Funds under
management 25,429 - - - - - 25429
Securities sold under
repurchase
agresments 118,788 768,177 2,808,399 419,185 - -~ 4,112,559
i.oan from parent
company $52,696 -~ 272,547 - - . 335,243
Creditors and
agcrued expenses 9,873 e - 228 - 189,285 179,386
Total liabilities 218,786 1,784,252 3080665 852,367 - 169285 6,103,355
Interest sensitivity
gap 125,126  (837,934) (2,980,258) 681,600 4058585  (13,678) 1,023,350

Interest rafe risk managemeant focuses on potential changes in net interest income resulting from changes in
interest rates, product spreads and mismatches in the re-pricing between interest rate sensitive assets and
lfabllifles. If interest rates were to move by 1%, the impact on net intsrest Incoms will be $11.9 million (September

2018: $12.6 million).

(47)



First Citizens Investment Services Limited And Its Subsidiaries

Notes to the Consolidated Financial Statements (continued)

30 September 2019
(Expressed in Trinidad and Tobago Doliars)

3 FInaneial risk management {(continued)
b.  Market sk (continusd)
(iv) - Other price risk

Other price risk arises due 1o the posshbility that the fair value of future cash flows of a financial
inatrument will fluctuate because of changes In market prices (other than those arising from interest
rate risk or currency risk}, whether those changes are caused by factors specific to the individual
financial instrument or its issuer, or factors affecting all similar financial instruments traded in the
market. The Group is affected by changing prices of equity instruments mainly classified as fair
value through other comprehensive income securities with fair value movements recognised in
shareholders’ equity. Management has determined that the impact of the price risk on equity
instruments classified as fair value through other comprehensive income is immaterial at the end of
both periods reported,

¢, Liguidity risk

The liquidity risk is the risk thal the Group will be unable o generate or obtain sufficient cash or Its
squivalent in a timely and cost-effective manner to meet its commitments when they fall due under nermal
and stress circumstances and arlses from fluctuation in cash flows. The Group is exposed fo dally calls on
its avaitable ¢ash resources from overnight deposits, current accounts, maturing deposits and funds under
management, loan draw downs, guaraniees and from margin and other calls cn cash settied derivatives.
The Group does net mainfain cash resources to mest all of these needs as experience shows that a
minimum level of reinvestment of maturing funds can be predicted with a high level of certainty,

Ligquidity risk management process o
The First Citizens Group's liguidity management process Is carrled out by tha Treasury and Internationsl
Trade Cantre and monitored by the Group's Asset/iability Committee (ALCQ). The First Citizens Group's
liquidity management framework is designed to ensure that there are adequate reserves of cash and cther
liquid securities to satisfy current and prospective commitments arising frem either on-statement of
financlal position or off-statement of financial position liabilites. The Group relies on a broad range of
funding sources and applies prudent limits to aveid undue concentration. Current and projected cash flows
are monitored, together with diversification of funding and contingency planning, and ensuring that funding
disturbances are minimiged. The Group managss liquidity risk using both expected and contractual cash
flows, by preserving a large and diversified base of core deposits from retail and commercial customers
and by maintaining ongcing access to wholesale funding. The Group would also be able to mest
unexpected net cash outflows by accessing additional funding sources such as the existing facllity with its
parent company, asset-backed financing from commercial banks and securlties brokers.

Compliance with liquldity policies and risk limits is tracked by First Citlzens Group Market Risk and

reported into the Senlor Management Enterprise Risk Committee and via the Enterprise Rigk Unit to the
Board Enterprise Risk Management Committee.
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3 Financial risk management {continued)

G

Liquidity risk (confinued)

The table below analyses financial assets and lighilities of the Group by remaining contractual maturities at
the consolidated statement of financial pesition date. The amounts disclosed in the table are the contractual

undiscounted cash flows,

At 30 September 2019

Assets

Cash and due from other

Banks

Financisl assets

- Fair value through other
comprehensive income

- Amortised cost

- Fair value through profit er

loss

Other assets

Total assets

Liabllities
Borrowings
Funds under management
Securities sold under
repurchase

agreements
Loan from parent company
Creditors and accrued
expensas

Total labllities

Net liquidity gap

Upto1 1to3 3to12 1to 5 Over 5

meonth months month years years Total

$'000 $'000 $'000 $'000 $'000 $'000
225 842 - - - - 225,842
324,058 123,621 339,234 931,737 2,042814 4,661,464
9,045 991,721 140,856 1,266,876 2,367,473 4,775,970
17,057 - - - - 17,067
576,002 1,115,342 480,090 2198612 5310287 9,880,333
- 20,398 1,120,833 1,037,353 - 2178584
25,748 - - - - 25,748
307,208 883,032 2,316,388 468135 - 3,874,761
- 99,899 - 200,323 - 390,222
115,297 -- - - [ 115,287
448,251 1,003,329 3.437.221 1,804,811 -~ 8,693 612
127,751 112,013 (2,957,131) 393,801 6,310,287 2,986,721
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3 Financial risk management (continuad)

C.

Liquidity risk (continued)

At 30 Septamber 2018

Assots

Cash and due from other

Banks

Financial assets

- Falr value through other

comprehensive Income

- Amortised cost

- Fair value through profit or
loss

QOlher pssots

Total assets

Liahilities

Borrowings

Funds under management
Securities sold under
repurchase agreemenis
Loan from parent campany
Creditors and accrued
expenses

Totai liabilities

Net liquldity gap

Upto1 1tc 3 3to12 1t0 5 Qver 5

month months month yearg years Total

$'000 $000 $'000 $'000 $'000 $'000
338,301 - - - - 336,301
43,819 86,087 132109 1,413,229 2,270,108 3,825,352
8,832 808,063 445,884 950,632 2176,210 4,388,321
134 - 408 2,168 14,888 17,598
130,232 - - -~ - 130,232
518,118 872,150 579401 2365929 4461206 8,797,804
- 1,019,320 15,628 445,085 ~ 1,480,033
25,429 - - -- - 26,429
118,494 770,736 2,858,374 435,720 - 4,184,324
77,591 e 278,791 ’ e ~ 358,382
179,047 46 185 108 - 179,386
401,861 1,790,102 3,162 978 880,813 - §225 554
117,557 (9817,862) (2,673,577 1,485,016 25672 250

4,461,208

Assets available to meet all of the Group's liabilities include cash and due from other banks; receivables and liquid
debt securities. In the normal course of business, a proporticn of liabiiities to customers under securities sold
under repurchase agreements repayable within one year will be extended. The Group manages liquidity risk
using both expected and contractual cash flows, by preserving a large and diversified base of core deposits from
retail and commer¢ial customers and by maintalning engeing access to wholesale funding. The Group would also
be able to meet unsxpected net cash outflows by accessing additional funding sotirces such as the existing facility
with its parent company, asset-backed financing from commercial banks and securities brokers,
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3 Financial risk management (continued)

c. Liguidity risk (continued)

()

Assels held for managing liguldity risk

The Group holds a diversified portfolio of cash and high-quality highly-liquld securities to support
payment ebligations and contingent funding in a stressed market environment. The Group's assets
held for managing liquidity risk comprisa:

(@) Cash deposits at Bank
{h  Govemnment bonds
{c}  Secondary sources of liquidity in the form of liquid instruments in the Group's investmant

portiolios,
(i)  Loan commitments
As at 30 September 2019 the Grolup has ne financial instruments that commit if te taking up new
receivables or other debt securities (September 2018: nil).
(i} Operaling fease commitments
Where the Group is the lessee, the future minlmum lease payments under non-cancellable operating
leases, are summarised in the table below. Included in operating expenses for the twelve months to
30 September 2019 is an amount of $984,804 (September 2018: $1.6 million) representing payments
under operating leases.
(iv) Lease commitments
The Group is committed to the following operating lease payments:
30 September 30 September
2019 2018
$000 $'000
Un to one year 1422 1,493
One to five years 611 2,033
()  Capital commifments
Al 30 September 2019, the Group had capital commitments to the value of $9,612,854 (September
2018: $670,930).
d. Fiduciary activifies

The Group provides custody, mutual funds and Investmant management services to third parties which
invelve the Group making allosation and purchase and sale decisions in relation to a wide range of financial
instruments. Those assets that are held in a fiduciary capacity are not included In these consolidated
financial statements.
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3

Financial risk management (continued)

e,

Fair value of financial assels and Nabilities

0

Financial instruments not measured af fair valite

The table below summarises the carrying amounts and falr values of thosa financial assets and
liahilities not presented on the Group's consolidated statement of financial position at their fair value.

Carrying value Fair value
Sept 2019 Sept 2018 Sept 2019 Sept 2018
$000 $'000 $000 $'000

Financial assets
Cash and due from other Banks 225 842 336,301 225,842 336,301
Amortised cost 4,043 132 3,877,374 4,144 315 3,817,228
Other assets 17.057 130,232 17,057 130,232
Financial llabllities
Short term borrowings

and hank overdraft 2,158,839 1,450,738 2,233,619 2,005 574
Funds under management 25,748 25,429 25,748 25,428
Securities sold under

repurchase agreement 3,900,513 4,112,688 4,001,867 4,465,924
l.oan from parent compainy 372,338 336243 374,825 333,225
Creditors and accrued expenses 115,297 179,386 115,297 179,386

The fair values of the Group's financial instruments are determined in accordance with International
Financial Reporting Standards {IFRS} 2 "FInancial instruments: Recognition and Measurement®, The
fair value of the securities sold under repurchase agreements are based on the falr value of the
financial assets of the underlying securitles less the accrued Interest, The falr value above was
determined using level 3 inputs,

Financial instruments where canying valus is equal fo fair value

Rue to their liguidity and short-term maturity, the canrying values of cartain financial instruments
approximate their fair values. Financial instruments where carrylng value is approximately equal to
fair value include cash and due from other banks,

Cash and due from other Banks

This amount represents short term deposits and other bank balances, The fair value of these short
tarm deposits |s approximately equal to their carrying amount.

Receivables

Recslvables are net of provisions for impairment. The estimated fair value of receivables represents
the discounted amount of estimated future cash flows expected to be recsived. Expected cash flows
are discounted at current market rates to determine fair value,
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K] Financial risk management (continued)

e. Fair value of financial assels and liabiflities {continted)

0

(h

Financial instrumertis not measured at fair valtte (conlinued)

Amortised cost investmenls

Fair value for amortised cost assets is based on market prices or brokerfdealer price quotations,
Whare this Information is not available, fair value Is estimated using a discounted cash flow valuation
methodology where all cash-flows of the instruments are discounted al an appropriate yield plus a
credit spread where applicable. The fair value of the amoertised cost portfolio is computed for disclosure
purposes cnly. There are no observable prices for these instruments and as such they are considered
level 3 instruments.

Borrowings and Sscuritfes sold under Repuirchase Agreemenits

Fair value of Repos s based on market value of underlying securities inclusive of interest not
including ECL provisions, The Fair value for Borrowings is based on the market value of all other
securities inclusive of interest excluding ECL provisions plus all cash borrowings held with brokers,
This fair value is calculated for disclosure purposes only,

Due fo customers

Amounts due to customer include funds under management and securities sold under repurchase
agresments. Thesa have maturities ranging from 1 day to 5 years and are subject to interest reset on
a regular basis. The falr value of those amounts with maturities of less than one year is approximately
equal ta their carrying value, For long term fixed rate liabilities, the fair value of these amounts is
estimated using fair value of the underlying securities and accrued finance cost to date.

Loan from parent company

The falr value of these facilities is calculated using discounted cash flow analysis of comparable
GORTT borrowing rates for the term Indicated, plus & spread consistent with the parent company
credit rating September 2019 $374millicn (September 2018: $334.9million). These facilities accrues
interesi rales of 3 months LIBOR plus 1.75% and 4% respectively.

Finanelal Instruments measured af fafr value using a valuation technigite

The total amount of the change in fair value estimated using a valuation technique that was recognised
in profit or loas during the pericd September 2019: $nil (September 2018; nil),

IFRS 7 specifies a hiararchy of valuation fechniques based on whether the inputs to these valuation
fechnigues are observable or unobsarvabla, Observable inputs reflect market data obtained from
independent sources; uncbservabie inputs reflect The Group’s market assumptions. These two types
of inputs have created the followlng falr value hierarchy;-

v Level 1-Quoted prices (uUnadjusted) in active markets for identical assets or liabilities. This level
includes listed equity securilies and debt instruments on exchanges,

» Level 2- Inputs other than quoted prices included within level 1 that are obsarvable for the asset
or liahility, either directly (that is, as prices) or indirectly (that is, derived from prices}, This level
includes debt instruments.

»  Level 3-Inputs for the asset or liakility that are not based on observable market data (that is,
unohservable inputs). This level Includes equity investments and debt instruments with significant
uncbservabie components.
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3 FInanclal risk management (contlnued)
. Fair value of financial assets and liabilities (continued)
(i} Financial instruments measured af falr value using a vafuation technique (confintied)

This hierarchy requires the use of observable market data when available, The Group considers
relevant end observable market prices in its valuations where possible,

Lavel 1 Level 2 Level 3 Total
$'000 $'000 $'000 $'000

As at 30 September 2019
Fair value securities
- Investment securities - deht - 3,453,474 184,782 3,638,266
- Investment securities - aquity 543 - 8421 8,984
Total assets 543 3,453,474 193,203 3,647,220
As at 30 Septemher 2018
Falr value securifies
- Investment securities - debt - 2619640 239,458 2,869,008
- Investment securitias - squity 439 - 4,108 4,547
Total assats —438 2619640 243,566 2863645

Transfer of debt securities to level 3 were due to observable inputs being less readily available,
Fhere were no transfers between Level 1 and Lavel 2 during the year. Reconclliation of Level 3 items are
as follows:-

Recongiliation of Level 3 tems

Equity Dabt Total
$ ] $

Balance as at 1 Octoher 2018 4,108 239,458 243,566
- Fair valye through cther

comprehensive income : 3,227 - 3,227

- Fair value through profit & loss - 798 798

Addltions 1,086 3,230 4318

Transfer to amoriised cost - - -

Disposals -- (59,325) (69,326)

Accrued interest -- (381) (361)

Amortisation - 982 082

Balance as at 30 September 2018 8,421 184,782 193,203
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3 Financial risk management (continued)
f, Cperational fsk

Operating rigk is the risk of direct or indirect loss arising from system failure, human error, fraud and extemal
evants. The Group's objective is to manage operational risk so ae {o balance the avoidance of financial
losses and damage to the Group's reputation with overall cost effectiveness and innovation. The Group
manages this risk by developing standards and guidelines in the following areas:

Appropriate segregation of duties and access.

Recanciling and monitoring of transacticns.

Documentation of controls and procedures.

Training and development of staff,

Reporting of operational losses and proposed remedial actions,
Devslopment of contingency plans.

information security.

Assssasments of the processes.

Business continuity planning

¢. Capltal management

The Group's objectives when managing capital, which Is a broader concept than the 'equity’ on the face of
the statement of financlal position, are:

To comply with the capltal reguirement set by the requlators under the Financial institutions Act (2008);
To safeguard the Group's ability to continue as a going concem so that it can continue to provide
returns to shareholders and henefits for other stakeholdars;

s To ensure thai the Group can remain solvent during periods of adverse eamings or economic dacling;
and

« To ensure that the Group is adequately capitalised to cushion depositars and other crediters against
losses.

Capital adequacy and the use of regulatory capital are monitored dally by the Group’s management,
employing technlgues based on the requiremants of the Trinidad and Tobago Securities and Exchange
Commission (the Commission), for supervisery purposes, The required information is filed with the
Commission on a regular basis as required.

The Commission requires each securities company to hold the minimum paid up share capital of Five Million
Trinidad and Tobkage dollars. In addition to the minimum level of regulatory capital, the Group's managemeant
alse monitors capital adequacy using relevant national and intarnational benchmarks. Capital adaquacy
caleulations are reported monthly 1o the Group's Risk and Pertfelic Strategy Committea, the Risk
Management Commitiee and the Board of Directors.

During the past two years, the Group comgplied with all of the externally imposed capital requirements to
which it is subject.
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4

Critical accounting estimates and judgements in applying accounting policies

The Group makes estimates and assumptions that affect the reported amounts of assets and llabilities within the
next financial year. Estimates and judgemants are continually evaluated and are based on historlcal experience
and other factors, including expectations of future events that are belleved to be reasonable under the
circumstances;

(i)

(i)

Finencial assets at FYQC!

The Group uses the discounted cash flow method to determine the fair value of fair value through other
comprehenslve income financial assets not traded In active markets, The discounted cash fiow method
discounts the cash-flows of the financial assets at an appropriate vield plus a credit spread where applicable,
The carrying amount of fair value of fair value through other comprehensive income financial assets would
decrease by $203.47 million if the discount rate used in the discounted cash flow analysis is increased by 100
basis points from management's estimates (2018 - $302.41 million),

The Group's credit spread methedology utflises gradient tenors and currency specific spreads. The appropriate

- credit spread for the agency or corporate fixed income security is determined using a cublc spline interpolation

of the mppropriate currency and credit rating category in the credit spread matrix based on the remalning tenor
of the facility. This singular credit spread is then added to the discount spot rates to value the facllity using the
discounted cashflow method. In June 2017 Group Market Risk revised this methadology to reflect the credit
risk of the facility as the cradit risk on a per cash flow basls, and no longer on the full maturity of the facility.
This resulted in moving from applying a single credit spread based cn term to maturity, to multiple cradit
spreads based on each cash flow's term ko maturity.

There were no changes to the Credit Spread Mathodology this year,

The modsls used to determine fair values are validated and periodically reviewed by experienced personnel at
Group Market Risk.,

Measurement of the expected credit loss allowance

The measurement of the expacted credit loss allowance for financial assets measured at amortised cost and
FVQCI is an area that regulres the use of complex models and significant assumpfions about future economic
condltions and credlt behaviour {a.q. the likslihood of customers defaulting and tha resuling losses). Explanation
of the inputs, assumptions and estimation technigues used in measuring ECL Is further detailed in note 3.a.vi,
which also sets out key sensitivities of the ECL to changes in these elements,

A number of significant judgements are alse required in applying the accounting requirements for measuring

ECL., such as:

«  Determining criteria for significant increase in credit risk;

+  Chooslng appropriate models and assumptlons for the measurement of ECL,;

« Establishing the number and relative weightings of forward-locking scenarios for each type of
product/market and the associated ECL; and

+  Establishing groups of similar financizl assets for the purposes of measuring ECL.
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4 Critical aceounting estimates and judgements in applying accounting policies {continued)
(i}  Measurement of the expected credif loss alfowance {continued)

Valuation of Gavermment of Barbados (GaB) Seres D Instrumenis

As at 1 Ocloher 2018, the Government of Barbados instruments received in the debt exchange, were
classified as POCI, which was valued using a sultable vield curve. The curve utllized was constructed using
a mathodology that captured a market participant's perspective. This took inte consideration the risk
appetite, and compensations theraof, of investors who participated In similar restructures of soveralgn debt
and tha resulting observations of thelr yield curves, post-restructure. The curve was constructed using the
inputs obtained up to the fiteen year peint frem FCIS Research and Analytics Depanment's market reads
process. Due to the limitation of avallable data beyond the fifteen year point, another soveraign of similar
credlt rating that underwent a restructure was combined through interpolation/extrapalation to produce a
blended curve,

(iv)  Loss given default

The Loss Given Default rate on corporate senior unsecured bonds is estimated to be 0% hasad on the
International Swaps and Derivatives Association standard Credit Default Swap contract spedcification for Narth
Amerlcan carporate issuers. The L.oss Given Default rate on sovereign senior unsecured bonds is estimated to
be 46% based on the average Loss Given Default rate on Sovergign bonds during the peried 1983 fo 2016 as
reported by Moody's Investors Service.

(v}  Purchase Qriginated Credit-Impaired (FOCI)

POCI financial assets are thase for which one or more events that have a defrimental impact on the estimatad
future cash flows have already occurred. Indicators include:

+  Borrower or issuer Is experiencing significant financlal difficulty;

+ A breach of contract, such as a default or past due event;

*  The granting of an uncustomary concession(s) by the lender(s) as a result of the borrower's financlal
difficulty;

* A high tikelihood of bankruptcy or other financial reorganisation by the borrower;

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

»  The purchase or arigination of a financial asset at a deep discount that reflecis the incurrad credit losses,

In June 2018, the Government of Barbados {GoB) selectively defaulted on both its local and foreign currency
denominated debt. The Group received new GoB instruments in connection with an IMF supported debt
restructure effective 1 October 2018, Under the terms of the restructure, the Group recsived new instruments
with maturities ranging from fiftean to thirty-five years, The Group recorded en impairment of approximately
BBD 47MW on these instruments in the audited financial statements for year ended 30 September 2018,

Dus to the variation of the cashflows from the old instruments, the debt exchange effectively resuited in a
haircut for the holders of these instruments; hence an impairment was recorded at the financial year-end.
The impairment was derived by comparing fair values of the new instruments o the face values of the
criginal instruments. The determination of fair value was obtained by discounting the proposed cash flows
using a BBD term-structure yield curve. The yleld curve was established using the Group’s Pricing
Mathadology for Non Eurobond Securities.
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4 Critical accounting estimates and judgments In applying accounting policies {continued)

)

‘FCIS SERIESD
“CONSOLPOCI  “ . .m N
IMPACT 2 irounded) . Face Value:

FPurchase Onginated Cradit-Impaired (POCY) (continued)

The GoB Serles ID bonds value as at 1 October 2018 was 84.83, the effective interest rate was dstermined
at 7.56% using an adjusted blended yield curve. However, because these bends have been recognised as
POCI, the effective interest rate needed fo be adjusied to reflect the expected cash flows- net of expected
credit losses, Lifetime expected credit losses were used in the estimated cash flows for the purposes of

calculating the effective Interest rate — resulting in a Credit-Adjusted Effective Inferast Rate (CAEIR) of
6.65%.

Interest revenue was calculated on the nat carrying amount at the credit-adjustad effective interest rate e,
Including expected credit losses. At September 2019 the CAEIR interast income on the cash flows
represanted an accretion value of BBD 4,18, The repayment of tha cash flows amounted to BBD1,38 as per
contractual terms. The Expected Cradit Losses which are impllcit in the CAEIR needed to be adjusted based
on the repayments and changes to the expected cash flow projections due to changas in Prabability of
Default Assumptions/Macro-economic overlay scenarlos (see Note 3.a.v). The recognised change in the
ECL steed at BB 2,33 as at September 2019, Therefare, the POCI value for the GoB Series D bonds was
BBD 69.78 and the face value BBD 131,997,672 as at Beptemher 2019,

The impact to FCIS GoB bond exposure is reflected below:

1 Octoher 2018 value 84.63 131,097,672 BED TTD

Investment accretion 418 131,097 672 5,622 286 18,832,101 18,832,101
Investment cash flows

received (1.28) 131,987 672 (1,814,988) (6,182,404} -
ECL remeasurement 2,33 131,987 672 3,062,346 10,443,212 10,443,212
30 September 2018 69.76 6,769,664 23,085,909 29,275,313

(68)



First Citizens Investment Services Limited And Its Subsidiaries

Notes to the Consolidated Financial Statements (continued)
30 September 2019
(Expressed in Trinidad and Tobage Doflars)

4 Critical accounting estimates and Judgments In applying accounting policies (continued)

(vi)

(vIi)

(viil)

Income faxes

Management judgment is required in determining provisions for Income taxas and there are many
transactions and caleulations for which the ultimate tax determination is uncertain, Where the final tax
oulcome of these matiers is different from the amounts that were initially recorded, such dlfferences will
impact the current and deferred income tax assets and liabilities in the period in which such determination is
made. When appropriate, particulady whers the ultimate tax determination is uncertain, management also
oblains opinions or advice from leading tax advisors and regularly reassesses its strategy in relation to such
oxposures,

The Group is subject to income tax in various jurisdictions. Tax is calculated on the basig of the tax laws
enacted or substantively anacted at the statement of financial position date. Substantive anactmeni Is
considered to be achieved when further steps In the enactment process will not change the outcome of a
propased change in tax law. Management considers the legislative process applicable in each jurisdiction in
which it operates in determining al what point a proposed change in tax law will be consideread substantively
enacted by iderdifying the paint afler which further steps in the anactment process will not affect the outcome
of the proposed change.

Fair valuation of propearies

The best evidence of fair value is current prices in an active market for similar lease and other contracts. In the
absence of such infarmation, the Company determings the amount within a range of reasonable fair value
astimates. In making the judgement, the Company considers information from a variety of sources including:

¢ Current prices in an active market for properties of different nature, cendition or location (or subject to
different lease or other contracts), adjusted to reflact those differences;

» Recent prices of similar properties in less active market, with adjustments to reflect any changes in economic
conditions since the date of the transactions that occurred at those prices; and

* Discounted cash flow projections based on reliable estimates of future cash flows, derived from the ferms of
any existing lease and other contracts and {where possible) from external evidence such as current market
rants for similar proparties In the same location and condition, and using discount rates that reflect current
market assessments of the uncertainty in the amount.

+ The Group engaged external, independent and qualified valuators to determine the fair value of The Group's
land and buildings. The valuations were performad in September 2018, The Group’s policy is to obtain
independent valuations for its freehold land and buildings at least every three years (Note 10 a. i)

The valuations are based on current market conditions and thus may change in the futura.
Loss given default

The Loss Given Default rate on corporate senior unsecured bonds is estimated to be 60% based on the
International Swaps and Derivatives Association standard Credit Default Swap contract specification for North
American corporate issuers. The Loss Given Default rate on sovereign senior unsecured bonds is estimated to
be 46% based on the average Loss Given Defauli rate on Soversign bonds during the period 1983 to 2016 as
reported by Moody's Investors Service.
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4 Critical accounting estimates and judgments In applylng aceounting policies {tontlnued)

(ix}) Fees and commissions

The standard oullines a single comprehensive model of accounting for revenue arlsing from contracts with
customers, IFRE 16 does not distingulsh between revenue from sales of goods and services or construction
contracts, Instead, it defines transactions based on perfermance obligations satisfied over time o at a point
in time. The core underlying principle is that an entity should recognise revenus in a manner that depicts the
patiern of transfer of goads and services to customears. The amount recognised should reflect the amount to
which the entity expects to he antitled in exchange for those goods and services,

scope of works to tha
contract, however, for Initial
Publie offerings the
performance obligafion

engagement and
agresment with the
client

obligation as per
the centact, this
would he over time,

Revenue type Identification of Satisfaction of Timing of revenue | Impact from

performance abllgation performance recognition adopting
obligation IFR$16

Capital markets Revenue are recognised ata | There is no Completlon of full No changes
point in time upon full separation of service atapolntIn | required
completion of the scope of performance time
works to the confract obligation

YWealth Ravenue are recognised ata | Thera is no Completion of full No changes

Management point in time upon full separation of service at a pointin | required
completion of the scope of perfarmance time
works to the confract chligation

Brokerage & For general Brokerage and The separation of the  For PO fees it As at 30

Advisory Advisary revenues are performance would be based on | September 2019
recognised at a polnt in time | obligation would be separation of the impact on the
upen full completion of the specific to the performance adopting of

IFRS15 would be
Nil because there
were no contract
of that nature at

maybe speclfle to stage of the balance
rompletion of the services sheet date.
delivered :

Pension Fund & Revanue are recognised in The separation of the | Based onthe - Nu changes

Private Portfolio accordance with pre- performance separation of the required
approved fees as per the obligation would be performance
contract, over the pariod the specific to the obligation as per
service is provided agresment with the the contract, this

client would be overtime.

Other Revenue are recognised ata | There is no Completion of full No changes
point in time upon full separation of sefvice at a point in | required
completion of the scope of performance time
works to (he contract obligaticn

The impact from the transition to [FRS 15 as at 30 September 2019 is Nil.
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Notes to the Consolidated Financial Statements (continued)

30 September 2019
(Expressed In Trnidad and Tobago Dolfars)

5

Cash and due from other Banks

2018 2018
%000 %000
Cash and hank balances 219,636 330,173
Short-lerm investments 5,208 8,128
226 842 336,301
Short-term investments:
- Maturity within 3 moenths 707 898
- Maturity over 3 manths 5,499 6,430
6,206 6,128

The average effective inferest rate en bank deposits was 0.24% (2018: 0.16%).

(Cash and cash equivalents include the following for the purposes of the consolidated statement of cash flow:

Cash balances 58,110 116,375
Shortterm invesiments — maturity within 3 months 707 698
Due from other banks 163,826 213797
220,343 330,870
Financial assets — fair value through other comprehensive income
2019 2018
$'000 $'000
Debt securities
GORTT and state owned entarprises 519,859 509,144
Iisted 2,680,808 2,110,496
Unlisted 537,488 239,458
3,638,255 2,859,098
Less provision for impairment (4,683) (8,062)
3,633,602 2,851,036
Equity secuifties
Listed - o
Unlisted 8,421 4,108
Sublotal equities 8,421 4,108
3842013 2,855,144




First Citizens Investment Services Limited And Its Subsidiaries

Notes to the Consolidated Financial Statements {continued)
30 September 2019
{Expressed in Trinidad and Tobago Dollars)

B Financlal assets — falr value through other comprehensive income (continued)

The movement in financial asaets fair value through other comprehensive income may be summarised as follows:

2018 2018

$°000 5000
Opening position IAS 39 - 3,831,364
Adjustment for reclass - (1,642,728)
Adjustment for remeasurement - (6,072)
At gtart of year 2,865,144 2,280,566
Exchange difference 2 (&)
Additions 1,166,333 1,525,184
Disposals (813,171 {788,716)
Reclassification - -
Gains/{losses) from changes in fair value 240,312 {160,440)
Net movement in provisiens 3,398 {442)
At end of year - 3,642,013 2,855 144

As at 30 September 2018 thare were no sacurities pledged under the Company's bank overdraft and short term
borrowings (2018: nil}. At the statement of financial position date all repurchase agreements were securitised by an
underying security,

Included in these are financial assets amounting to $3.58 billon (2018: $2.9 billion) that have been pledgad to third
parties under sala and repurchase agreement. Thase amounts do not include ECL provision and Fair Value
Movements.

Included in these pledged assets, are financial assets amounting to $2.14 billion (2018; $2.3 billion) where 1he titls was
transferred under securities sold undsr repurchase agreements.

7 Flnan¢lal assets — amortised cost

2019 2018

Debt sacurities 000 $°000
GORTT & state owned enterprisas 1,237,631 1,467 427
Listed 87,662 98,022
Unlistad 1,779,111 1,478,325
Corporate 949,358 214,467
Individuals 12,587 14,136
4,086,249 3,972,367
Less provision for impairment (23,1113 {176,6848)
4,043,138 3,795,721




First Citizens Investment Services Limited And Its Subsidiaries

Notes to the Consolidated Financial Statements (continued)

30 September 2019
(Expressed in Trinidad and Tebago Lollars)

7 Financial assets — amortised cost (continued)

The movement for the year may be summarlsed as follows: :
2019 2018

$'000 $'000

Opening position IAS 39 -- 2,480,422
Adjustment for reclass -- 1,542,330
Adjustment for remeasuremant L (220,485)
At beginning of vear 3,796,721 3,811,287
Exchange difference 18 (14}
Additions © 1,280,379 81,671
Redasmptions (1,140,617) (991,737)
Impairment on financlal assets 108,462 1,355
Net amortisation of discounts 9,427 3,694
Amortisation of unrealised gains on reclassified

assets 11,141 (3,088)
Movement of provision for impairment (2,393) {7,427
At end of year 4,043,138 3,795,721

Included in these are financial assets ameunting to $3.17 blllion (2018: $2.76 billion) billion that have been pledged fo
third parties under sale and repurchase agresments. These amounts do not include ECL. provision,

included in these pledged assets, are financial assets amounting to $2.84 billion {2018: $2.5 billion) where fitle was
fransferred under securities sold under repurchase agreements.

8 Financial assets - fair value through profit or loss
2019 2018
$'000 $000
Bonds - 13,418
Listed eguity 543 438
543 13,852
The movemsent for the year may be summarised as follows:
Opening positian 13,852 855
Adjustment for reciass 396
At start of year 13,852 1,061
Additions 108 13,462
Disposals (13,485) (618)
Galnf{loss) from changes in fair value 47 (514))
Reclassiflcation to fair value through profit or loss - 17
543 13,852

The above securities are managed and their perfermance evaluated on a fair value basis in accardance with a
documented risk management strategy, and information about the Group’s financial instruments is reporied to
management on that basis.
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Notes to the Consolidated Financial Statements (continued)

30 September 2019
(Expressed in Trinidad and Tobago Daollars)

9

Intangible assets

This comprises an investment in computer software that was brought into use as at June 2018 and May 2012.

Movements are as follows:

At beginning of the year

Additions

Less: Disposals

Disposal - Act depreciation
At end of year

Cost
Accumulated amortisation and Impairmeant
Net baok amount

2019 2018

$'000 $000
849 849
1,267 -
(1,883) -
1,883 -
2,116 849
27,768 28,385
(25,652) (27,536}
2,118 849
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First Citizens Investment Services Limited And Its Subsidiaries

Notes to the Consolidated Financial Statements {continued)
30 Septemher 2019
(Expressed in Trinidad and Tobago Dollars)

10 Property, plant and equipment (continued)

a. Recognised fair value measumemesnls

U

(i

Falr value hlerarchy

This note explains the judgements and estimates made in determining the falr values of the non-
financial assets that are racegnised and measured at fair value in the consolidated financial
staterments. To provide an indication about the reliability of the Inputs used in determining fair value,
the Group has classified ils non-financtal assets carried at fair value inte the three levels prescribed
under the accounting standards. :

2019 201B
Level 3 $000 $000
Building on lease land 25,168 26,800
Land and building 17,371 25,687
Fraehold land 1,650 1,850

46 189 54,017

The Group's policy is to recognise transfers into and transfers out of fair values hierarchy levels as at
the end of the reporting period. There were no transfers between levels 1 and 2 for recurring fair value
measurements during the year. Note 10 ~ PPE: Land and Building includes leasehold land TTD$8.4
million,

Valuation techniques used fo determine level 2 and leve! 3 fair values

The Group engages external, indspendant and qualified valuators to determine ihe fair value of the
Group's land and buildings. The fast valuations were performed in Septamber 2018, The Group's
policy Is io obtaln independsnt valuations for Its freehold land and bulldings at least every three years,

The basis of valuation is the market valug, which is defined as the estimated amount for which an
asset or liability should excharige on the valuation date between a willing buyer and a willing seller in
an arm's langth transaction after proper marketing and where the parties had each acted
knowledgeably, prudently and without compuision,

At the end of each reporting pericd, management updates their assessment of the fair value of each
property, taking into account the most recent independent valuations. Management determines a
property's value within a range of reasonable fair value estimates,

The best evidence of falr value is current prices In an active market for similar properties, Where such
information is not available, Management considers information from a variety of sources including;

» current prices in an active market for propartiss of different nature or recent prices of similar
properties in less active markets, adjusted to reflect those diffarences;

» discounted cash flow projections based on reliable sstimates of future cash flows.
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First Citizens Investment Services Limited And Its Subsidiaries

Notes to the Consolidated Financial Statements (continued)

30 September 2019
(Expressed in Trinfdad and Tobago Dolfars)

10 Property, plant and aquipment {continusd)

a, Recegnised fafr valus measurements (continued)

(i

Transfer betweer fevel 2 and 3 and change in valualion fechniques

There were no transfers between levels 2 and 3 for recurring fair value measurements nor change in
the valuation technique during the financial year,

Level 3 fair values of land and retail units have been derived using the sales comparison approach,
Saies prices of comparable land and buildings in close proximity are adjusted for differences in key
aftributes such as proparly size. The most significant input into this valuation approach |s price per
square foot.

As at 30 September 2019, the Group’s freehold premises were stated at revalued amounts
determined by management. Valuations were made on the basis of open market value. Opan
market values are determined by considering the current market condition. Changes in fair value are
recorded in the statement of comprehensive income.

If freehold premises were stated on the histerical cost basls, the amount would be as follows:

2019 2018
$000 $000
Cost ' . 60,432 50,432
Accumulated depreciation {6,233) {5,407)
Net bogk amount 44 199 45,025
11 Other assets
2019 2018
$000 $000
Prepayments 8,045 6,275
Fees and coupons receivable 15,710 19,473
Due from parent company 456 896 -
Amounts due from brokers 309 458
Other receivables 582 109,407
23102 138,607

Included in Other receivables to September 2018 are amounts for equity and bond settlements of $107M.
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Notes to the Consolidated Financial Statements (continued)

30 September 2019
(Exprossed in Trinidad and Toba_go Do!._*ars) _

12

13

Borrowings
2019 2018
$000 $000
Medium term borrowlngs 434,710 434,663
Short temm berrowings 1,724,128 1,018,076
2,158,839 1,450,738

Medium term borrowings represent unsecured borrowings of US$35.1 million, and TT$197.7 million from cllents for
a peried of three years (2018: US$35.1 million and TT$197.7 million). These dabt accrues on interest rates of 6
month LIBOR plus 2% and 3.56% on the USD, and on the TTD at 3.5% {(2018: 8 month LIBOR plus 2% and 3.5%
on the TTD notes). The average rate as af the end of September 2019 was 3.63% (2018: 3.63%).

Shert term borrowings represent facilities via 4 financial institutions which are secured by the Group's investment
securities held by the financial institutions:

(1) Principal US$40 milion, 2.5 years maturity, 3.76% (2018 nif)

(2) Principal US$40 milion, @ months maturity, 3.16% (2018: US$40 million)
(3) Principal US$60 million, 6 months maturity, 3.85% (2018: US$60 million)
(4) Principal US350 million, 1.5 years maturity, 4% (201 8: US$50 million)
{8) Principal US$65 million, 3 years maturity, 2.95% (2018 nil)

The market value of the investment security held as eollateral for these facillties amounted to $2,233 million at
September 2019 (2018: $1,016 million) (Note 3e (i),
Securities sold under repurchase agreements

Securities sold under repurchase agreements are analysed by sector as follows:

2019 2018

$000 $000
Invested principal 3,850,685 4,069,745
Accrued interest 49,818 52,814
3,900,613 4,112 559
FPublic institutions 1,110,100 1,456,883
Private instltutions 1,700,437 1,659,654
Consumer 1,089,976 906 022
3,000,613 4112559
Current portion 3,356,386 3,603,768
Non-current portion 544 127 418,791
3,800,513 4,112,559

Securities sold under repurchase agreements only include financial instruments classified as liabilities at amortised
cost. These financial instruments accrue interest at rales befween 0.2% and 5.88% {2018: 0.20% and 6.48%),
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Notes to the Consolidated Financial Statements (continued)

30 September 2019
(Expressed in Trinidad and Tobago Dollars)

14

15

16

Creditors and accrued expenses

2019 2018

$000 8000

Accrued expenses 8,000 12,438
Due to brokers 5,247 9,033
Cther liabilifies 73,8565 91,360
Related partias 28,196 66,568
115,297 178,388

Balances due to related parties include an amount of $23.2 million (2018: $22.4 million) owed to the Bank. This
relates to an amount owing to GORTT by the Bank in respect of payments made on claims which were
subsequently recovered pursuant to the Ligquidity Support Agreament discussed in Note 3a(ll}, Cther liabilities
balance as at 30 September 2018 includes amounts due for Equity and Bond settlements $45.2 million (September
2018: $83.4 million),

Loan from parent company

2019 2018
$000 $000
Loan from parent company 372,338 335,243

This comprlses two loan facllities:

1y Unsecurad Short Term US facility approved for US$40M, at a rate of 4%. Draw down balance as at September
2018: US$40M {September 2018; US$40M at 4%), repayable Mar 2022

2) Line of Credit approved for US$20M. Drawn down balance as at September 2019: US5$14.8M (September
2018: US $9M at 3 month libor plus 175 hps), repayable Dec 2018.

Deferred tax

PDeferred taxes are calculated on all temporary differences under the liabllity method using tax rates of 30% and
5.5% (2018: 30%, 25% and 12.6%:}.

2019 2018
$000 $000
The movement on the deferred tax account is as follows:
Al baginning of year 17,565 83,741
Fair valua reserves (Nete 18) 70,727 {50,0089)
Statement of income charge (Note 27} 3,124 3913
Adjustment for deferred tax on Barbados branch restructuring (61) --
91,385 17,555
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18

Deferred tax {(continued)

Deferred tax assets and liabilities end the deferred tax chargefcredit in the statement of income and falr value
reserve are attributable to the following items:

Financial assets at fair value
through profit or loss
Provisions

Deforred fax asset

Fair value re-measurement
Amorfisation

Unrealised exchange gains
Zero coupon ihstruments
Accelerated tax depreciation
Adjustmert for Barbados
branch restructuring

Deferred lax liability

Nef deferred fax liability

Financial 2ssets at fair valus
through profit or loss
Provisions

Deferred tax asset

Fair value re-measurement
Amortisation

Unrealised exchange gains
Zara coupon instruments
Accelerated tax depreciation

Deferred tax lability

Net deferrad tax lfabilify

(Credit)/
Opening Fair Charge to Closing
balance Oct value statement of balance
2018 reserves income Adjustment Sept 2019
$'000 $'000 $'oon $'000 $'000
(222) B - - {222)
{129} - - - {129)
(35M) e - - {(351)
{26,800} 71,611 - - 44,811
4137 (884) - - 3,253
8,206 - 7 - 8,213
33,6808 - 2,318 - 35,026
785 - 798 - 1,564
- - - (51) 61
17,008 70727 3,124 (51) 91,706
17,665 70,727 3,124 {51) 91,355
{Credit) /
Cpening Charge to Closing
balance Fair value statement balance
Oct 2017 reserves of inceme Sept 2018
$'000 $000 $'000 $000
(214) - (8) (222)
{129} -- -~ (129)
(343) o (8) (351)
22,822 (49,622} - (26,800)
4613 (476) - 4,137
6,182 - 45 6,208
29,886 - 3,722 33,608
601 - 154 755
84,084 (50,098) 3,821 17,906
63,741 (50,008) 3,913 17,686

Deaferred income fax assets and liabilities listed above relate to temporary difference relating to assets and liabilities
which are taxable under Trinidad and Tobago tax rates.

Defarrad income tax assets are recognised for tax losses carried forward to the extent that the realisation of the
related tax bansfit through future taxable profits is probable.

1)
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18

17

18

Defarred tax (continued)

The Group does not hava any unrecognised losses as at 30 September 2019 (30 September 2018: nil). Daefarred
tax assels are expected to be recovered as follows:

2019 2018
$000 $000
Within 12 months - -
Aftar 12 months 361 27,151
351 27.151
Deferred tax llabliitles are expacied to be realised as follows:;
Within 12 months 7,718 6,961
After 12 months 83,990 37,785
At end of year 91,708 44,748

Share capital

The tofal authorised number of shares are issued and fully paid. These shares are not fraded in an open market
and during the year there were no movements in each type and/or class of share,

2018 2018
$000 $'000
Authorised
An unlimited number of shares at par value
lssued and fully paid
637,697,000 ordinary shares of no par valus 637,897 637 607

Fair value reserves

i Falrvalue reserve - Falr value through other comprehensive income
For debt financial assets the fair value reserve comprises the cumulative net change in the fair value of the fair
value through comprehensive income financial assets, net deferred tax, until the assets are derscognised or
impairad. For equily financial assets, any movement in falr value is recognised through other comprehensive
income and are nof recycled to the Statement of Income,

ii  Fairvalue reserve - Amortised cost

The fair value reserve comprises the cumulative gains on amortised cost financizl assets, ret deferred fax,
These gains are belng amertised during the fife of the relevant instruments.

These related to instruments previously classified as AFS which were reclassified to HTM under the temporary
guidance allowed under IAS 39 re reclassifications.

ii  Fair value reserve - Land and buildings

The fair value reserve comprises of the net falr value of the Group's land and building which are valued by an
independent valuator every three years.
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18  Falr value reserves {(continued)

Financial assets fair value through QCI
Financial assets amortised cost

Land and building

Forgign exchange

At end of year

Financial assets fair veiue through other comprehensive Income

Opening position IAS 39

Ad)ustment for reclass — Fair value

Adjustment for reclass — Deferred tax

At the beginning of year

Adjustment for FV branch acguisition

Net gain/{losses) from changes in fair value
Deferred tax due to change in effective tax rate
Defarred tax {(charge)/credit (Note 16)
Reclassification fo amorised cost

Al and of year

Financial assels amoriised cosf

At beginning of year

Amgrtisation

Adjustment for Fv branch acguisition
Deferred fax on amortisation (Note 16)
Reclassification o fair value

At end of vear

Land and building

Al beginning of year
Net gains from changes in fair value
At end of year

Foreign exchange reserve

At beginning of year
Exchange differences
At end of year

19 Interest income

Falr value through other comprahensive income
Amportised cost

Fair value thraugh profit and loss

Other

2019 2018
$000 $000
104,060 (62,790)
7,156 10,404
991 891
- 10,539
112,208 (40,766)
- 47,282
- (54,187)
- 16,649
(62,700) 8,784
266 -
238,195 (105,425)
- 2,308
(71,611) 31,641
- (88)
104,060 {62,790)
10,494 11,684
{4,391) (1,789)
168 -
884 501
- 08
7,185 10,494
291 2,028
= {1 ’03?)
991 291
10,630 10,538
{10,639) b
- 10,639
201,972 167,088
131,229 139,062
18 111
4,041 3,918
337,258 310,175
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20  Interest expense

2019 2018

$000 $000
Securities sold under repurchase agreements 101,480 95,417
Borrowings 58,168 44,863
l.oan from parent company 11,697 8,644
Other 815 778
172,081 149 500

21 Fees and commigsions

Capital Markets - placement fees 10,868 11,817
Brokerage and Advisory- other 762 26,3686
Wealth Management 4,165 6,778
Brokerage & Advisory-equity 1,716 6,394
Pensicn Fund & Private Portfolio 68,755 4,264
Other 166 281
87,543 55,887

All fees and commissions are specific to the service contract and are recognised at a point in time, with the exception
of Brokerage and Advisory - cther and Pansion and Privata Portfollo which are racognised as per the parformance
obiigation and the fees are recognised over time.

22 Gain on financial asgets

Nat realised gain on fair value through profit and loss 746 309
Nef realised gains on disposal of financial assels 20,454 7,365
21,200 7,664

23  Otherincome

Bank interest income 82 703
Other 220 524
Rental incoms 137 137
Dividend income 4356 124

874 1,488

24 Impairment

Statement of income
Net increase in provisions for impairment 4,860 4,354
PQCI Impairment Writehack (10,443 -
Direct {writeback)/write off to income (5,348) -
Provision for impalrment - fax recoverable 357 -
(10,574} 4,354
Statement of financial position
Balance as at 1 October 184,708 5,084
Whitten off GoB provision (Note 4{iv)) (112,570) -
increasa in provisicns for impairment 8,106 178,754
Provisions written off (53,128) -
Transferred to parent 656 -
Balance as at 30 September 27,774 184,708
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25  Administrative expenses

2019 2018
$000 $000
Btaff costs (Note 25 .a} 36,857 33,868
Depreciation 3,357 3,890
Amoiflsation cost - -
39.214 37,758
a. Staff costs
Wages and salaries 24 575 22723
Pension 2,078 1,888
MNational Insurance 1,223 1,217
Cthet 7,981 8,040
35,857 33,868
26 Othar operating expenses
Infermation technology expenses 3,878 3,738
Office expenses 7,056 7,168
Capital market expensas - 10,113
Censultancy & outside services 9,228 9,186
SLA Management charges 12,000 8,485
BBD Tax [mpairmant - 10,614
Other expenses 3,873 6,510
36,033 585,815
27 Taxation
Corporation tex 38,354 27,954
Prior year under/over) provision 4977 {4,809)
Defarred tax (Note 16) 3,124 3,813
44,455 27,058
The tax on profit before tax differs from the theoretical amount that would arise using the basic rate of tax as
follows:
Profit befora tax 208,351 126,436
Tax calculated at tax rates applicable to profits in
respective countries 70238 2,845
Income exempi from tax (31,777) {15,926)
Expenses not deductible for tax purposes 12,086 45,076
Prior year underf{over) provision 4,594 (4,497)
Net effect of other charges and allowances {12,176) (441)
Effects of different tax rates 1,510

44,4565 27,058
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28

28

Commitments

a. Capital commilimenis

2019 2018
$000 $000
Capital expenditure approved by the Directors but not
provided for in these accounta 9,613 680

b.  Credft commitments

Commitments for loans approved not yet disbursed - -

Assets under management

Assets under management, which are not beneficially owned by the Graup, but which sre managed by the Group
an behalf of investors are listed below at carrying amount,

2019 2018
3000 $000
Off-consalidated statement of financial position investments
14,946,830 14,742 588

As af 1 September 2018 all Assets under management were transfered fo First Citizens Portfolio & Investment
Management Services Limited. First Citizens Portfolio Invesimant Managament Sarvices Limitad {the "Company™), was
incorporated in the Republic of Trinidad and Tobage and is engaged in the provision of financial management services
as is authorised pursuant to its reglstration under Section 51 (1) of the Securities Act 2012 as an Investment Advisor. It
was a wholly owned subsidiary of First Citizens Bank Limited untll 31 August 2018.

Effective 1 Septamber 2018, First Citizens Investment Services Limited (FCIS) acquired the Company at its het book
value of TT$29 million. The ultimate parent company is First Citizens Holdings Limited, a compeany with a2 64.43 %
controlling interest and 15 owned by the Government of the Republic of Trinided and Tobago (GORTT). The remainder
of the shares are listed on tha Trinidad and Tobago Stock Exchange and are publicly tradac.

The Company's registered office is 17 Wainwright Street, §t. Clair, Port of Spain.
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30 Related party transactions

Partles are considered to be related if one party has the abllity to control the other party or axerciss signiflcant influence
over the other party in making finencial or operational decisions. At 30 September 201 the Group was a 100%
sUbsidiary of First Cltizens Bank Limited, which in tum is a subsidiary of First Citizens Holdings Limited, a company
cwned by the Government of the Republic of Trinidad and Tobago (GORTT).

A number of transactlons are entered into with related parties in the normal course of business, These Include purchase
of investment securities and securities sold under repurchase agresments.

2019 2018
$'000 $'000
a, Directors and key management personniol
Statement of financial posifion
Loan and receivable - 19
Securities sold under repurchase agreements {880) (676)
{680) (857)
Statement of income
Interest income - 2
Interest expense {1 {14)
Salaries and other short-term employee benefils (5,386) (5.852)
{5,397) (5,864}

b. Related companies

The following related party transactions are Included in the consclidated statement of financial position and
censclidated statement of income for Sepiember 2019:

Related
Parent companies GORTT
$'000 $000 $000
Statement of income
Interest income 181 - 51,238
Interest expense {11.697) {4,270) -
(11,436) {4,270) 51,238
Statement of financiaf position
Assels
Cash and cash equivalents 132,603 8,574 -
Other assats - 374 -~
Financial assets - - 1,307 422
Liabilities
Securities sold under repurchase agreements - (186,898) -
Craditors and accrued expensss (25,620) {2,625) -
Loan from parent company (380,341) = --
(273.368) (180,673 1,307,422
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30  Related party transactions (continued)
b, Related companies (contfnuéd)

The following related party transactions are included in the consolidated statement of financial pesition and
consalidated statement of income for September 2018:

Related
Parent compantes GORTT
$000 $'000 $000
Statermnent of income
Interest income 819 - 47,947
Interast expense (8.637) {5,822 “
{7,818) {R,B22) 47 947
Statement of financig! position
Assols
Cash and due from other Banks 206,334 -
Other assets 506 - -
Financial assets - - 1,300,826
Liabifitias
Becurities sold under repurchase agreements - (354,007} -
Creditors and accrued expanses (63,304) (1,800) -
l.oan from parent company (335,243) -- --
(181.317) {255,897 1,309,825

31 Contingent liabllitles

At the consolidated statement of financial position date there were no contingent liabilities (2018: nil).

32  Subsequent events
There weta no events after the financial position date which were material to the financial statements and should have

resulied in adjustment to the financial statement or disclosures when the financial statements were authorisad for
iasie, '
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