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First Citizens Investment Services Limited And Its Subsidiaries

Statement of Management’s Responsibilities

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 2021, 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;
e Selecting appropriate accounting policies and applying them in a consistent man ner,

* 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:

e 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.

Plod 1.5 (_ QAP

General Manager Head of Finance —
22 November 2021 22 November 2021
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Independent auditor’s report

To the shareholder 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 consolidated
financial position of First Citizens Investment Services Limited (the Company) and its subsidiaries (together
‘the Group’) as at 30 September 2021, 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 2021;

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;

the consolidated statement of cash flows for the year then ended; and

the notes to the consolidated financial statements, which include significant accounting policies and
other explanatory information.

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 ap propriate to provide a basis for our
opinion.

Independence

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

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.

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 butto do so.

PricewaterhouseCoopers, PO Box 550, 11-13 Victoria Avenue, Port of Spain, 100902, Trinidad, West Indies
T: (868) 299 0700, F: (868) 623 6025, www.pwc.com/tt



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 highlevel of assurance, butis 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 p rofessional
scepticism throughout the audit. We also:

e |dentify 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 those 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.

e 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.

e FEvaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e 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 Group to cease to continue as a
going concern.

e 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.

e 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, supervisionand 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.

@Wﬁé%é &

Port of Spain
Trinidad, West Indies
23 November 2021

©)



First Citizens Investment Services Limited And Its Subsidiaries

Consolidated Statement of Financial Position
(Expressed in Trinidad and Tobago Dollars)

As at
30 September
Notes 2021 2020
$°000 $'000
Assets
Cash and due from Banks 5 265,085 476,786

Financial assets

- Fair value through other
comprehensive income

- Amortised cost

2,807,717 3,219,273
3,939,450 4,077,186

O o~

- Fair value through profit or loss 607 502
Intangible assets 8,790 6,430
Property and equipment 10 44 983 56,251
Right of use assets 10 1,269 1,905
Other assets 12 41,414 18,295
Deferred income tax asset 17 998 -
Tax recoverable 19,977 27,830
Total assets _ 7130290 _ 7,884,458
Liabilities
Borrowings 13 1,518,109 1,963,306
Funds under management 6,420 28,240
Securities sold under repurchase agreements 14 3,356,300 3,897,075
Creditors and accrued expenses 15 109,342 99,921
Loan from parent company 16 362,740 268,445
Lease liabilities 11 1,211 1,805
Deferred income tax liability 17 114,225 120,387
Tax payable 23482 8,292
Total liabilities 5,491,829 6,387,571
Shareholders’ equity
Share capital 18 637,697 637,697
Retained earnings 775,911 681,099
Fair value reserves 19 224 853 178.091
Total shareholders’ equity 1,638,461 1,496,887
Total equity and liabilities _7 90 884,458

The notes on pages 9 to 75 are an integral part of these consolidated financial statements.

On 22 November 2021 the Board of Directors of First Citizens Investment Services Limited authorised these
consolidated financial statements for issue.

PR < |
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First Citizens Investment Services Limited And Its Subsidiaries

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

Interest income

Interest expense

Net interest income

Fees and commissions

Gain onfinancial assets

Foreign exchange (oss)/gain

Other income

Total net revenue

Impaiment gain/(loss) on financial assets
Impaiment loss on non<financial assets
Administrative expenses

Other operating expenses

Profit before taxation

Taxation charge

Profit for the year

The notes on pages 9 to 75 are an integral part of these consolidated financial statements.

Notes

20

21

22

23

24

25

26

27

28

29

Year ended
30 September

2021 2020

$°000 $°000
302,326 344,702
(138,434) (173,533)
163,892 171,169
107,057 77,799
15,815 13,253
(2,009) 991
12,826 1,550
297,581 264,762
13,151 (1,588)
(6,554) (438)
(39,589) (35,997)
(49,698) (37,355)
214,891 189,384
(42,062) (34,917)
172,829 154,467
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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
Items that will not be reclassified to profit or loss

Revaluation of property and equipment 19
Items reclassified to retained earnings

Items that may be reclassified to profit or loss

Adjustment for financial assets measured

at amortised cost 19
Net gains on investments in debt instruments

designated at FVOCI 19
Net losses on financial assets measured at

amortised cost 19

Total other comprehensive income for the year net of tax

Total comprehensive income for the year

The notes on pages 9 to 75 are an integral part of these consolidated financial statements.

Year ended
30 September

2021 2020
$°000 $°000
172,829 154,467
(403) -

- 4,713

(403) 4,713
- (2,537)
47,756 70,305
(591) (1,883)
47,165 65,885
46,762 70,598
219,591 225,065

(6)



First Citizens Investment Services Limited And Its Subsidiaries

Consolidated Statement of Changes in Equity
(Expressed in Trinidad and Tobago Dollars)

Share Retained Fair-value Total
capital earnings  reserves equity
$°000 $°000 $°000 $°000
Balance at 1 October 2020 637,697 681,099 178,091 1,496,887
Profitfor the year - 172,829 - 172,829
Other comprehensive income - - 46,762 46,762
Total comprehensive income for the year - 172,829 46,762 219,591
Transactions with owners
Dividends paid -- (78.017) - (78.017)
Total transactions with owners - (78,017) -- (78,017)
Balance at 30 September 2021 637,697 775,911 224,853 1,638,461
Balance at 1 October 2019 637,697 603,867 112,206 1,353,770
Profitfor the year - 154,467 - 154,467
Adjustment to retained earnings - 4,713 - 4,713
Other comprehensive income - - 65,885 65,885
Total comprehensive income for the year - 159,180 65,885 225,065
Transactions with owners
Dividends paid - (81,948) - (81,948)
Total transactions with owners -- (81,948) - (81,948)
Balance at 30 September 2020 637,697 681,099 178,091 1,496,887

The notes on pages 9 to 75 are an integral part of these consolidated financial statements.
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First Citizens Investment Services Limited and its Subsidiaries

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

Cash flows from operating activities
Profit before taxation

Adjustments to reconcile profit to net cash from operating activities:

Impaiment (gainyloss on financial assets
Impaiment loss on non<financial assets
Interest income
Interest received
Interest expense
Interest paid
Interest on right of use assets
Repayment of principal on right of use assets
Depreciation
Depreciation for right of use assets
Amortisation
Gain ondisposal of property and equipment
Unrealised foreign exchange loss/(gain)
Unrealised loss onfinancial 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 assets
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

Net change in creditors and accrued expenses
Net change in funds under management
Net change in borrowings

Note

Net cash flows (used in)/generated from operating activities

Cash flows from investing activities
Net change in short term investment
Proceeds from disposal of financial assets
Proceeds from disposal of property and equipment
Purchase of financial assets
Purchase of intangible assets
Purchase of property and equipment

Net cash flows used in investing activities

Cash flows from financing activities
Receipt/(repayment) of loan from parent company
Ordinary dividend paid

Net cash flows used in financing activities

Net (decrease)/increase 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
2021 2020
$’000 $°000
214,891 189,384
(13,151) 1,588
6,554 438
(302,325) (344,702)
308,247 342,962
138,434 173,533
(148,926) (173,710)
57 109
(751) (694)
5,722 3,054
636 694
984 -
19) -
96 (861)
21 19
(44.853) (29,801)
165,617 162,013
455,213 507,347
146,396 (47,906)
(55) 22
(14,707) 83,946
(526,142) (4,637)
22,245 (65,169)
(21,816) 2,489
(445,198) (195,533)
(218.447) 442,572
(76) (94)
- 329
272 -
(5,459) -
-- (4,314)
(1,120) (1,803)
(6,383) (5,882)
94,295 (103,892)
(78,017) (81,948)
16,278 (185,840)
(208,552) 250,850
471,193 220,343
262,641 471,193

The notes on pages 9 to 75 are an integral part of these consolidated financial statements.
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First Citizens Investment Services Limited and its Subsidiaries

Notes to the Consolidated Financial Statements

30 September 2021
(Expressed in Trinidad and Tobago Dollars)

1 General information

First Citizens Investment Services Limited (“the Company”) and its subsidiaries (together “the Group”) is
incorporated in the Republic of Trinidad and Tobago. Effective 1 September 2018, the Group acquired 100%
ownership of First Citizens Portfolio Investment and Management Services Limited (FCPIMS). The Group
operates in Trinidad and Tobago as well asin St. Lucia, St. Vincentand Barbados through branches. Its
principal business includes dealing in securities and such other business as is authorised pursuantto its
registration under the Securities Industry Act 1995 ofthe Republic of Trinidad and Tobago.

Effective 2 February 2009, First Citizens Bank Limited (the Bank) assumed control ofthe Group. The Bank
formally acquired 100% ownership ofthe Company on 22 May 2009. The Bank is a subsidiary of First Citizens
Holdings Limited (the First Citizens Group), acompany with a64.43% controlling interestin the Bank and which
isowned by the Governmentofthe Republic of Trinidad and Tobago (GORTT). Theremainder ofthe Bank’s
shares are listed on the Trinidad and Tobago Stock Exchange and are publicly traded.

The shares of First Citizens Investment Services (Barbados) Limited were fully redeemed by the Group on 30
June 2019. Theoperations of thatcompany became a branch of First Citizens Investment Services Limited
effective 1 July 2019.

The Group’s registered officeis 17 Wainwright Street, Port of Spain, Trinidad and Tobago.
The Group’s subsidiaries, all wholly-owned, are:

e FirstCitizens Investment Services (Barbados) Limited;

e FirstCitizens Brokerage and Advisory Services Limited;

e Caribbean Money Market Brokers (Trincity) Limited

e FCIS Nominees Limited; and

e FirstCitizens Portfolio Investmentand Management Services Limited

2 Summary of significant accounting policies

Theprincipalaccounting policies appliedin the preparation of these consolidated financial statements are set out
below. Thesepolicies have been consistentlyapplied to all the years presented, unless otherwise stated.

a. Basis of preparation

These consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRS) and IFRS Interpretation Committee (IFRS IC) applicableto companies
reporting under IFRS. These consolidated financial statements comply with IFRS as issued by the
International Accounting Standards Board (IASB). The consolidated financial statements are prepared
under the historical costconvention as modified by the revaluation of freeh old premises, fair value through
other comprehensive income financial assets and financial assets classified at fair value through profitor
loss.

The preparation of financial statements in conformity with IFRSrequires the use of certain critical
accounting estimates. Italso requires management to exerciseits judgmentin the process ofapplying the
Group’s accounting policies. Theareas involving a higher degree ofjudgmentor complexity or areas where
assumptions and estimates are significantto the consolidated finan cial statements are disclosed in Note 4.

©)



First Citizens Investment Services Limited and its Subsidiaries

Notes to the Consolidated Financial Statements (continued)

30 September 2021
(Expressed in Trinidad and Tobago Dollars)

2 Summary of significant accounting policies (continued)
a. Basis of preparation (continued)

(i) Standards, amendment and interpretations which are effective and have been adopted by the Group in the
current period

e Amendmentsto IAS 1 and IAS 8 - Definition of Material (for annual periods beginning on or after 1 January
2020). The amendments in Definition of Material (Amendments to IAS 1 and IAS 8) clarify the definition of
‘material’ and align the definition used in the Conceptual Framework and the standards.

e Amendmentsto IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 - Interest Rate Benchmark Reform-Phase 2
(forannual periods beginning onor after 1 January 2021). The amendments in Interest Rate Benchmark
Reform — Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16) introduce apractical
expedient for modifications required by the reform, clarify thathedge accountingis notdiscontinued solely
because ofthe IBOR reform, and introduce disclosures that allow users to understand the nature and extent
of risks arising fromthe IBOR reform to which the entity is exposed to and how the entity manages those
risks as well as the entity’s progress in transitioning from IBORs to alternative benchmark rates, and how the
entity is managing this transition.

e Amendmentto IFRS 3 —Amendments in Definition of a Business (forannual periods beginning onor after 1
January 2020). The amendments are changes to Appendix A Defined Terms, the application guidance, and
illustrative examples of IFRS are:-

o clarify thatto be considered abusiness, an acquired setof activities and assets must include, ata
minimum, an inputand substantive processthattogether significantly contribute to the ability to create
outputs

o narrowthedefinitions ofabusiness and of outputs by focusing on goodsand services provided to
customers and by removing thereference to an ability to reduce costs;

o addguidance and illustrative examples to help entities assess whether a substantive process has
been acquired;

o remove the assessmentofwhether market participantsare capable of replacing any missinginputs or
processes and continuing to produce outputs; and

o add an optional concentration testthat permits a simplified assessmentofwhether an acquired set of
activities and assets is nota business.

e Amendmentsto IFRS 16- Covid-19-Related Rent Concessions (for annual periods beginning on or after 1
June 2020). The amendment provides lessees with an exemption fromassessingwhethera COVID-19-
related rentconcessionis alease modification.

The adoption ofthese standardsdo notgiverise to any material impactto the financial statements.

(i) Standards, amendments and interpretations to existing standards that are not yet effective and have not been
early adopted by the Group

e Amendmentsto IAS 16 — Property, Plant and Equipment — Proceeds before intend use (Effective 1 January
2022). The amendments prohibitdeducting fromthe costofan item of property, plantand equipmentany
proceeds fromsellingitems produced while bringing that assetto the location and condition necessary for it
to be capable of operating in the manner intended by management. Instead, an entity recognises the
proceeds fromselling such items, and the costofproducing those items, in profitor loss.

¢ Amendmentsto IAS 37 — Onerous Contracts-Cost of fulfilling a contract (Effective 1 January 2022). The
amendments specify thatthe ‘costof fulfilling’acontract comprises the ‘costs that relate directly to the
contract’. Costs that relate directly to acontractcan either be incremental costs of fulfilling that contract
(examples would be directlabour, materials) or an allocation of other costs thatrelate directly to fulfilling
contracts (an example would be the allocation of the depreciation charge for an item of property, plantand
equipmentused in fulfilling the contract).

e Amendmentto IFRS 3 —Reference to the Conceptual Framework (Effective 1 January 2022). The

amendments update an outdated reference to the Conceptual Framework in IFRS 3 without significantly
changing the requirements in the standard.

(10)



First Citizens Investment Services Limited and its Subsidiaries

Notes to the Consolidated Financial Statements (continued)

30 September 2021
(Expressed in Trinidad and Tobago Dollars)

2

Summary of significant accounting policies (continued)

a. Basis of preparation (continued)

(i) Standards, amendments and interpretations to existing standards that are not yet effective and have not been

early adopted by the Group (continued)

Amendments to IAS 1 — Classification of Liabilities as Currentor Non-Current (Effective 1 January 2023).
The amendments aim to promote consistency in applying the requirements by helping companies determine
whether, in the statement of financial position, debtand other liabilities with an uncertain settlement date
should be classified as current (due or potentially due to be settled within one year) or non-current.

Amendments IAS1, IAS 39 and IFRS Practice Statement 2 —Disclosure of Accounting Policies (Effective 1
January 2023). The amendments require that an entity discloses its material accounting policies, instead of
its significantaccounting policies. Further amendments explain how an entity can identify a material
accounting policy. Examples of when an accounting policy is likely to be material are added. To supportthe
amendment, the Board has also developed guidance and examples to explain and demonstrate the
application of the four-step materiality process’described in IFRS Practice Statement 2.

Amendment to IAS 8 —Definition of Accounting Estimates (Effective 1 January 2023). The amendments
replacethe definitionofachangein accounting estimates with a definition of accounting estimates. Under
the new definition, accounting estimates are “monetary amounts in financial statements that are subject to
measurement uncertainty”. Entities develop accounting estimates if accounting policies require items in
financial statements to be measured in a way that involves measurementuncertainty. The amendments
clarify thata changein accounting estimate that results from new information or new developmentsis not
the correctionofan error.

Amendments to IAS 12- Deferred Tax related to Assets and Liabilities arising froma Single Transaction
(Effective 1 June 2023). The amendments clarify thatthe initial recognition exemption does notapply to
transactions in which equal amounts of deductible and taxable temporary differences arise on initial
recognition.

The Group isintheprocess ofassessingtheimpactofthe new and revised standards notyet effective on
the Financial Statements. We do notanticipate any material impact.

b. Consolidation

0]

Principles of consolidation

The consolidated financial statements include the accounts ofthe Group and its whollyowned subsidiaries as
outlined in Note 1. Thefinancial statements of the consolidated subsidiaries used to prepare the consolidated
financial statements were prepared as of the parentcompany’s reportingdate. The consolidation principles are
unchanged.

Inter-company transactions, balances and unrealised gains on transactions between Group companies are
eliminated on consolidation. Unrealised losses are also eliminated unless the transaction provides evidence of
impairmentofthe asset transferred. Theaccounting policies of subsidiaries have been changed where
necessary to ensure consistencywith the policies adopted by the Group.

(11)



First Citizens Investment Services Limited and its Subsidiaries

Notes to the Consolidated Financial Statements (continued)

30 September 2021
(Expressed in Trinidad and Tobago Dollars)

2 Summary of significant accounting policies (continued)

b. Consolidation (continued)

(D)

(iii)

Investment in subsidiaries

Subsidiaries are all entities, (including structured entities) over whichthe Group has control. First
Citizens Investment Services (the Group) controls an entity when the Group is exposedto, or has rights
to, variablereturns from its involvementwith the entity and has the ability to affect thosereturns
through its power over the entity. Subsidiaries are fully consolidated fromthe date on which controlis
transferred to the Group. They are deconsolidated from the date that control ceases.

The Group applies the acquisition method to accountfor business combinations. The consideration
transferred for the acquisition of asubsidiary is the fair values ofthe assets transferred, the liabilities
incurred to the former owners ofthe acquiree and the equity interests issued by the Group. The
consideration transferred includes the fair value of any asset or liability resulting fromacontingent
consideration arrangement. Identifiable assets acquired and liabilities and contingent liabilities
assumed in a business combination are measured initially attheir fair values at the acquisition date.
The Group recognises any non-controlling interestin the acquiree on an acquisition-by-acquisition
basis, either at fair value or at the non-controlling interest's proportionate share oftherecognised
amounts of the acquiree's identifiable net assets.

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

If the business combinationis achieved in stages, the acquisition date carrying value ofthe acquirer’s
previously held equity interestin the acquireeis re-measured to fair value at the acquisition date; any
gains orlosses arising from such re-measurement are recognisedin profitorloss.

Any contingentconsideration inrelation to financialinstruments to be transferred by the Group is
recognised at fair value at the acquisition date. Subsequentchanges to the fair value of the contingent
considerationthatis deemed to be an asset or liability is recognisedin accordance with IFRS 9 eitherin
profitorloss or as a changeto other comprehensive income. Contingent consideration thatis classified
as equity is notre-measured, and its subsequent settlement is accounted for within equity.

The excess ofthe consideration transferred, the amountof any non-controlling interestin the acquiree
and the acquisition-date fair value of any previous equity interestin the acquiree over the fair value of
the identifiable netassets acquired is recorded as goodwill. Ifthe total of considerationtransferred,
non-controllinginterestrecognised and previously held interest measured is less than the fair value of
the net assets of the subsidiary acquired in the case of a bargain purchase, the differenceis recognised
directly in the Consolidated Statement ofIncome.

(12)



First Citizens Investment Services Limited and its Subsidiaries

Notes to the Consolidated Financial Statements (continued)

30 September 2021
(Expressed in Trinidad and Tobago Dollars)

2 Summary of significant accounting policies (continued)
c. Foreign currency translation
(i) Functional and presentation currency

Iltems included in the financial statements of each ofthe Group’s entities are measured using the currency
of the primary economic environmentin which the entity operates (the functional currency).

The consolidated financial statements are presented in Trinidad and Tobago dollars, whichis the
Group’s functional and presentation currency.

The exchangerate between the TT dollar and the US dollar to 30 September 2021 was TT$6.6926 =
US$1.00 (2020: TT$6.7124 = US$1.00), the TT dollarand the XCD dollar was TT$2.5190 = XC$1.00
(2020: TT$2.5265 = XC$1.00), and the TT dollar and the Barbados dollar was TT$3.4102 = BB$1.00
and the TT dollar and the Jamaican dollar was TT$0.0447 = JM$1.00 (2020: TT$0.0473 = JM$1.00),
which represented the Group’s cover rate.

(ii) Transactions and balances

Foreign currency transactionsare translated into the functional currency using the exchange rates
prevailing atthe dates of the transactions. Foreign exchange gains and losses resulting fromthe
settlement of such transactions and fromthe translation atyear end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognised in the consolidated statement of
income.

Changesin the fair value of monetary securities denominated in foreign currency classified as fair value
through other comprehensive income are analysed between translation differences resulting from
changesin the amortised costofthe security and other changes in the carrying amountofthe security.
Translation differences related to changes in the amortised costarerecognised in profitorlossand other
changesin carrying amountarerecognised in other comprehensiveincome. Translationdifferences on
non-monetary items such as equities classified as fair value through other comprehensiveincome
financial assets areincluded in other comprehensive income.

(iii) Group companies

The results and financial position of all the Group entities (none of which has the currency ofahyper-
inflationary economy) thathave a functional currency differentfromthe presentation currency are
translated into the presentation currency as follows:

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

(b) incomeand expenses for each statement ofincome are translated at average cover exchange
rates for the financial year, and

(c) allresulting exchange differences arerecognised in other comprehensive income.

Goodwilland fair value adjustments arising on the acquisition of aforeign entity are treated as assets
and liabilities ofthe foreign entity and translated atthe closing rate. Exchange differences arising are
recognisedin other comprehensive income.

d. Derivative financial instruments

Derivative financial instruments including swaps are initially recognised at fair value on the date a derivative
contractis entered into and are subsequently re-measured at their fair value. The method of recognisingthe
resulting gain or lossdepends onwhether the derivative is designated as ahedginginstrument, and if so, the
nature of theitem being hedged. Fair values are obtained from quoted market prices, discounted cash flow models
and optionspricing models as appropriate. All derivatives are carried as assets when their fair value is positive and
as liabilities when negative.

(13)



First Citizens Investment Services Limited and its Subsidiaries

Notes to the Consolidated Financial Statements (continued)

30 September 2021
(Expressed in Trinidad and Tobago Dollars)

2 Summary of significant accounting policies (continued)

e. Financial assets and financial liabilities

0]

Financial assets

The Group classifies its financial assets based on the following business models:
e Hold to collect

e Hold to collectand sell

¢ Hold fortrading

Based on these factors, the Group classifies its financial instruments into one of the following three
measurement categories:

Amortised cost

Assets that are held for collection of contractual cash flows wherethose cash flows representsolely
payments of principaland interest (SPPI), and that are notdesignated at FVPL are measured at
amortised cost. The carrying amountofthese assets are adjusted by any expected creditloss allowance
recognised and measured as described in note 3.a. Interestincome fromthese financial assets is
included in “Interestincome” using the effective interest rate method.

Fair value through other comprehensive income (FVOCI)

Financial assets thatare 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 thatare notdesignated at
FVPL, are measured at fair value through other comprehensive income (FVOCI). Movements in the
carrying amountare taken through OCI, exceptfor the recognition ofimpairmentgains or losses, interest
revenue and foreign exchange gains and losses on the instrument’'s amortised costwhich arerecognised
in profitorloss. When the financial assetis derecognised, the cumulative gain or loss previously
recognisedin OClisreclassified from equity to profitand lossand recognisedin “NetInvestmentincome”,
exceptfor foreign exchange on non-monetary assets which are measured in accordanceto c.ii abovein
which casethere is no recyclingto the Statement ofIncome. The interestincome fromthese financial
assets isincluded in “interestIncome’ using the effective interestrate method.

Fair value through profit or loss (FVTPL)

Assets that do not meet the criteriafor amortised costor FVOCI are measured at fair value through profit
orloss.Againorlosson adebt investmentthatis measured at fair value through profitorlossand is not
part ofa hedging relationshipis recognised and presented in the statement ofincome within “Gains/(loss)
from financial assets”. All equity gains and losses arerecognized in the statementofincome exceptfor
thosedesignated atinitial recognitionto FVOCI or for those equities which are held for the strategic
business operations.
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First Citizens Investment Services Limited and its Subsidiaries

Notes to the Consolidated Financial Statements (continued)

30 September 2021
(Expressed in Trinidad and Tobago Dollars)

2 Summary of significant accounting policies (continued)
e. Financial assets and financial liabilities (continued)
(i) Financial assets (continued)

(a) Group’s business model

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

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

e The stated objective and policies ofthe portfolio and the operation ofthosein practice.
Specifically, whetherthe Group’s objectiveis solely to collect the contractual cash flows from
the assets or is it to collect both the contractual cash flows and cash flows arising fromthe
sale ofthe assets.

e Past experienceon howthecash flows for these assets were collected.

e Determination of performancetargets for the portfolio, how evaluated and reported to key
management personnel.

e Management’s identification ofand responseto various risks, which includes but not limited to,
liquidity risk, marketrisk, creditrisk, interestrate risk.

e Management considers, in classifyingits assets, the level of historical sales and forecasted
liquidity requirements.

Arising outofthe assessment, the portfolioswere deemed to have the business models identified

as follows:
Hold to collect Hold to collect and sell Hold for trading
Bonds Issued by or guaranteed Bonds Issued by or
by GovernmentofTrinidad & guaranteed by Government of
Tobago (GORTT) morethan 3 Trinidad & Tobago lessthan 3 | Actively Traded
years at recognition years at recognition (Capital Gains) Portfolio

Non-Eurobonds maturing in
greater than 3 years at

recognition Eurobonds Equities
Securities sold under repurchase | Non-Eurobonds maturing in

agreements to clients and lessthan 3 years at

brokers recognition

Long Term Borrowings from

brokersin theform of Total Equities initially designated to

Return Swaps OCI

Medium Term Notes

Financial assets are classified on recognition based on the business model for managing the contractual
cash flows.
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Notes to the Consolidated Financial Statements (continued)
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(Expressed in Trinidad and Tobago Dollars)

2 Summary of significant accounting policies (continued)

e. Financial assets and financial liabilities (continued)

(i) Financial assets (continued)

(@

(b)

Group’s business model (continued)
Hold to collect

Wherethe business modelisto hold assets to collect contractual cash flows, the Group assesses
whether cash flows represent solely payment of principal and interest (SPPI test). In making this
assessment, the Group considers whether the contractual cash flows are consistent with a basic
lending arrangement, i.e. interestincludes only consideration for the time value of money, creditrisk,
other basic lending risks and aprofit margin thatis consistent with abasic lending arrangement.

Hold to collect and sell

Wherethe business modelis to hold assets to collectand sell, itincorporates the above assessment
of SPPI. In addition, the Group manages liquidity and creditrisk using both expected and contractual
cash flows, through its fair value OCI portfolioand through the disposal of assets.

The Group reclassifies debtinvestments when and only when its businessmodel for managing those
assets changes. The reclassification takes place fromthe start of the firstreporting period following
the change. Such changes are expected to be very infrequentand none occurred during the period.

Equity instruments

Equity instruments are instruments that meet the definition of equity fromtheissuer’s perspective;
that is, instruments thatdo notcontain acontractual obligationto pay and thatevidence aresidual
interestin the issuer’s net assets. Examples ofequity instruments include ordinary shares.

The Group subsequently measures all equity investments at fair value through profitor loss, except
where the Group’s managementhas elected, at initial recognition, to irrevocably designate an equity
investment at fair value through other comprehensiveincome. The Group’s policy is to designate
equity investments as FVOCI when thoseinvestments are held for purposes other than to generate
investmentreturns. When this election is used, fair value and foreign exchange gains and losses are
recognisedin OCland are notsubsequently reclassified to profitor loss, including ondisposal.
Dividends, when representing areturn on such investments, continue to be recognised in profitor
loss as otherincome when the Group’s rightto receive payments is established.

Hold for trading
Gains and losses on equity investments classified as FVPL are included in the Statement of Income.

Impairment

The Group assesses on aforward-looking basis the expected creditlosses (ECL) associated with its
debt instruments carried atamortised costand FVOCI and with the exposure arisingfromloan
commitments and financial guarantee contracts. The Group recognises aloss allowance for such
losses at each reporting date. The measurement of ECL reflects:

e An unbiased and probability-weighted amountthatis determined by evaluating a range of possible
outcomes;
The time value of money; and
Reasonable and supportableinformation thatis available withoutundue costor effortat the
reporting date about pastevents, current conditions and forecasts of future economic conditions.

e Note 3.a.ii provides more detail of how the expected creditloss allowanceis measured.
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2 Summary of significant accounting policies (continued)

e. Financial assets and financial liabilities (continued)

(i) Financial assets (continued)

(c) Modification of financial assets

The issuer of financial assets sometimes renegotiates or otherwise modifies the contractual cash
flows ofan instrument. When this happens, the Group assesses whether or notthe newterms are
substantially differentto the originalterms. The Group does this by considering, among others, the
followingfactors:

e Ifthe borrowerisin financial difficulty, whether the modification merely reduces the contractual
cash flows to amounts the borrower is expected to be able to pay.

e Significantextensionoftheterm when the borrower is notin financial difficulty.

e Significantchangein theinterestrate.

If the terms are substantially different, the Group derecognises the original financialassetand
recognises a‘new’ asset at fair value and recalculates a new effective interestrate forthe asset. The
date of renegotiation is consequently considered to be the date of initial recognition forimpairment
calculation purposes, including for the purpose of determining whether asignificantincrease in credit
risk has occurred. However, the Group also assesses whether the new financial asset recognised is
deemed to be credit-impaired atinitial recognition, especially in circumstances where the
renegotiationwas driven by the borrower being unable to make the originallyagreed payments.
Differences in the carrying amountare also recognised in profitorloss as again orloss on
derecognition.

If the terms are notsubstantially different, the renegotiation or modification does notresultin
derecognition, and the Group recalculates the grosscarrying amountbased on therevised cash
flows ofthe financial assetand recognises amodificationgain orloss in profitorloss. The new gross
carrying amountis recalculated by discounting the modified cash flows atthe original effective
interestrate (or credit-adjusted effective interestrate for purchased or originated credit-impaired
financial assets).

Derecognition other than on a modification

Financial assets, oraportion thereof, are derecognised when the contractual rights to receive the cash
flows fromthe assets have expired, or when they have been transferred and either (i) the Group transfers
substantially all the risks and rewards of ownership, or (ii) the Group neither transfers nor retains
substantially all the risks and rewards of ownership and the Group has notretained control.

The Group enters into transactionswhere itretains the contractual rights to receive cash flows from assets
but assumes a contractual obligation to pay those cash flows to other entities and transfers substanti ally
all of the risks and rewards. These transactions are accounted for as ‘pass through’transfers thatresult in
derecognition ifthe Group:

(i) Has no obligationto make payments unless itcollects equivalentamounts fromthe assets;
(ii) Is prohibited fromsellingor pledging the assets; and
(iii) Has an obligationto remitany cash it collects fromthe assets without material delay.

Collateral (shares and bonds) furnished by the Group under standard repurchase agreements and
securities lending and borrowing transactionsare notderecognised because the Group retains
substantially all the risks and rewards on the basis of the predetermined repurchase price, and the criteria
for derecognition are therefore not met.

an
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2 Summary of significant accounting policies (continued)
e. Financial assets and financial liabilities (continued)
(i) Financial assets (continued)
Debt instruments

Debt instruments are those instruments that meet the definition ofafinancial liability fromthe issuer’s
perspective, such asloans, governmentand corporate bonds.

Classification and subsequent measurement of debt instruments depend on:
(i) the cash flowcharacteristics ofthe asset; and
(i) the Group’s business model

(i)  Financial liabilities
Classification and subsequent measurement of financial liabilities
Financial liabilities are classified as subsequently measured at amortised cost, exceptfor:

e Financial liabilities at fair value through profitor loss: this classificationis applied to derivatives,
financial liabilities held for trading (e.g. short positions inthe trading booking) and other financial
liabilities designated as such atinitial recognition. Gains or losses on financial liabilities designated
at fair value through profitorloss are presented partiallyin other comprehensiveincome (the
amount of changein the fair value ofthe financial liability thatis attributable to changes in the credit
risk ofthat liability, which is determined as the amountthat is not attributable to changes in market
conditions thatgive rise to market risk) and partially profitorloss (the remaining amountofchange in
the fair value ofthe liability). This is unless such apresentation would create, or enlarge, an
accounting mismatch, in which casethe gains and losses attributable to changes in the creditrisk of
the liability are also presented in profitorloss;

e Financial liabilities arising fromthe transfer of financial assets which did not qualify for derecognition,
whereby a financial liability is recognised for the consideration received for the transfer. In subsequent
periods, the Group recognises any expense incurred onthe financial liability; and

e Financial guarantee contracts and loan commitments (see note 3¢ ii).

Derecognition

Financial liabilities are derecognised when they are extinguished (i.e. when the obligation specifiedin the
contractis discharged, cancelled or expires).

The exchange between the Group and its original lenders of debtinstruments with substantially different
terms, as well as substantial modifications ofthe terms of existing financial liabilities, are accounted for as
an extinguishmentofthe original financial liabilityand the recognition ofanew financial liability. The terms
are substantially differentifthe discounted presentvalue ofthe cash flows underthe newterms, including
any fees paid netofany fees received and discounted usingthe original effective interestrate, is at least
10% differentfromthe discounted presentvalue ofthe remaining cash flows ofthe original financial
liability. In addition, other qualitative factors, such as the currency that the instrumentis denominated in,
changesin thetypeofinterestrate, new conversion features attached to theinstrumentand changein
covenants are also taken into consideration. Ifan exchange ofdebtinstruments or modification ofterms is
accounted for as an extinguishment, any costs or fees incurred arerecognised as partofthe gain orloss
on the extinguishment. Ifthe exchange or modification is notaccounted for as an extinguishment, any
costs or fees incurred adjustthe carrying amountofthe liability and are amortised over the remaining
term ofthe modified liability.
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2 Summary of significant accounting policies (continued)

f.  Impairment of non-financial assets

Intangible assets thathave an indefinite useful life are not subjectto amortisation and are tested annually for
impairment. Assets that are subject to amortisation are reviewed for impairmentwhenever events or changes
in circumstances indicate thatthe carrying amountmay notbe recoverable. An impairmentlossisrecognised
forthe amount by which the asset’s carrying amountexceeds its recoverable amount. The recoverable
amount isthe higher ofan asset’s fair value less costs to sell and value in use. Forthe purposes ofassessing
impairment, assets are grouped atthe lowestlevels for which there are separately identifiable cash flows
(cash-generating units). Non-financial assets other than goodwillthat suffered an impairmentare reviewed for
possiblereversal oftheimpairmentat each reporting date.

g. Offsetting financial instruments

Financial assets and liabilities are offsetand the net amountreported in the consolidated statementoffinancial
positionwherethereis a legally enforceable rightto setoffthe recognised amounts and thereis an intention to
settle on a net basis, or realise the asset and settle the liability simultaneously.

h. Determination of fair value

Forfinancial instruments traded in an active market, the determination of fair values of financial assets and
liabilities is based on quoted market prices or dealer price quotations.

A financial instrumentis regarded as quoted in an active market if quoted prices arereadily and regularly
available froman exchange, dealer, broker, industry Group, pricing service or regulatory agency, and these
prices representactual and regular occurring markettransactions onan arm’s length basis. Ifthe above
criteriaare 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 significantincrease in the bid-offer spread or there are few recent
transactions. When a market becomes inactive, the valuation techniqueis the Group’s internally developed
model which is based on discounted cash flow analysis.

Forall other financial instruments, fair value is determined using valuation techniques. In these techniques, fair
values are estimated from observable data in respect of similar financial instruments, using models to estimate
the presentvalue of expected future cash flows or other valuation techniques using input existing atthe year
end.

The Group uses an internally developed modelwhichis generally consistent with other valuation models used
in the industry. Valuation models are used to value unlisted debt securities and other debt securities for which
the market has become orisilliquid. Some of theinputs ofthis model may notbe market o bservable and are
therefore based on assumptions (seenote4.a.).

i. Sale and repurchase agreements and lending of securities

Securities sold under sale and repurchase agreements (repos) are retained on the consolidated statement of
financial position as investment securities and the counterparty liability is included in securities soldunder
repurchase agreementand borrowings.

Securities purchased under agreements to resell (reverserepos) arerecorded as loans to banks or customers
as appropriate.

The difference between the sale and repurchase priceis treated as interestand accrued over thelife ofthe
repo agreement using the effective interest method.
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2 Summary of significant accounting policies (continued)
j- Lease transactions

For all new contracts entered into on or after 1 October 2019, the Group assesses whether a contractis, or

contains alease. Alease is defined as “a contractthatconveys theright-of-use an assetfor a period oftime in

exchangefor consideration”. To assess whether acontractconveys theright-of-use of an asset, the Group

assesses whether:

e the contractcontains an identified assets, whichis either explicitly identified in the contract or implicitly
specified by being identified atthe time the asset is made available to the Group

e the Group has therightto obtain substantially all the economic benefits from use of the assets through the
period ofuse

e the Group hastherightto directthe use of the asset throughoutthe period of use. The Group has this
rightwhen ithas the rights to direct“how and for what purpose” the assetis used.

(i) The Group as the lessee

The Group recognises leases as a right-of-use assetand a lease liability atthe date at which the leased
asset is available for use by the Group. Therightofuse is initially measured at the cost, which comprises
the initial amountofthe lease liability, any initial direct costincurred, an estimate of any costto dismantle
and remove the asset or to restore the asset and less any lease incentivereceived.

The Group depreciates the right-of-use assets on astraightline basis fromthe commencementdate to the
earlier of the end ofthe useful life of the right-of-use assetor the end ofthe lease term. The estimated
useful lives ofright-of-use assets are determined on the same basis as those of property, plantand
equipment. The Group also assess theright-of-use assetforimpairmentwhen such indicators exists.

The Group measures the lease liability at the presentvalue of the lease payments notpaid at the
commencementdate, discounted using theinterestrate implicitin the lease or if that rate cannotbe
readily determined, the Group’s incremental borrowing rate, which is the Repo rate. Lease liabilities
includethe netpresentvalue ofthe followinglease payments:-
e fixed payments, includingin-substance fixed payments, less any lease incentive
e variable lease payments thatare based on an index or arate, initially measured using theindex or
rate at the commencementdate
amount expected to be payable by the group under residual value guarantees
the exercise priceunder a purchase option, ifthe group is reasonably certain to exercisethatoption
e lease paymentsin an optional renewal period, ifthe group is reasonably certain to exercise
e penaltiesforearly termination ofa lease, ifthe lease term reflects the group exercising thisoption

The lease liabilities will be remeasured when there is a change in future lease payments froma changein
rate orindex orifthe Group changes its assessments of whether it will exercise an extension or termination
option.

Payments associated with short-termleases and all low-value assets are recognised on astraight-line basis
as an expenses in the Consolidated Statement ofincome. Short-termleases are leases with a term of twelve
(12) months orless. Low-value assets comprise IT equipmentand small items of office furniture.

(i) The Group as the lessor

When assets are held subjectto a finance lease, the presentvalue ofthe lease payments is recognised as
areceivable. The difference between the gross receivable and the presentvalue ofthe receivable is
recognisedas unearned financeincome. Lease incomeisrecognisedovertheterm ofthe lease using the
net investment method (before tax), which reflects aconstantperiodic rate of return on the remaining
balance ofthe asset for each period.
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2 Summary of significant accounting policies (continued)

k.

Property and equipment

Freehold premises are shown atfair value based on assessments performed by management or by
independentvaluators every three years, less subsequentdepreciation for buildings. Valuations are
performed with sufficientregularity to ensure thatthe fair value of a revalued asset does notdiffer materially
from its carrying amount. Any accumulated depreciation atthe date of revaluation is eliminated againstthe
gross carrying amountofthe assets and the net amountis restated to the revalued amount ofthe asset.

All other property and equipment are stated at historical costless depreciation.

Historical costincludes expenditure thatis directly attributable to the acquisition ofthe items.

Subsequent costs are included in the asset’s carrying amountor recognised as aseparate asset, as
appropriate, only when itis probable that future economic benefits associated with the item will flow to the
Group and the costofthe item can be measured reliably. All other repairs and maintenance are charged to
the consolidated statementofincomeduring the financial periodin whichthey areincurred.

Increases in the carrying amountarising onrevaluation of freehold premises are credited to fair value reserves
in shareholders’equity. Decreases that affect previous increases ofthe same assets are charged againstfair
value reserves directly in equity; all other decreases are charged to the consolidated statementofincome.

Depreciation and amortisation are computed on all assets exceptland.

The provision for depreciation and amortisation is computed using the straightline method to allocate their
costorrevalued amounts to their residual values over their estimated useful lives, as follows:-

Buildings - 50 years

Equipmentand furniture - 4-5years

Computer equipmentand motor vehicles - 3-5years

Leasehold improvements - Amortised overthe life of the lease

The assets’ useful lives and residual values are reviewed and adjusted if appropriate ateach reporting date.
Assets that are subject to amortisation are reviewed for impairmentwhenever events or changesin
circumstances indicate the carrying amount may not be recoverable.
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2 Summary of significant accounting policies (continued)
I. Income tax

The tax expenseforthe period comprises currentand deferred tax. Tax is recognised in the consolidated
statement ofincome, exceptto the extent that it relates to items recognised in other comprehensive income
ordirectly in equity. In this case, the tax is also recognisedin other comprehensiveincome or directly in
equity, respectively.

The currentincometax chargeis calculated on the basis ofthe tax laws enacted or substantively enacted at
the statement of financial position date in the countries where the Bank and its subsidiaries operate and
generate taxable income. Management periodically evaluates positionstaken in tax returns with respectto
situations in which applicable tax regulation is subjectto interpretation. It establishes provisions where
appropriate on the basis ofamounts expected to be paid to the tax authorities.

Deferred incometaxis recognised ontemporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the consolidated financial statements. However, deferred tax
liabilities are notrecognised ifthey arise fromthe initial recognition of goodwill; deferred income tax is not
accounted forifit arises from initial recognition of an asset or liability in atransaction other than abusiness
combination thatatthe time of the transaction affects neither accounting nortaxable profitor loss. Deferred
incometax is determined using tax rates (and laws) that have been enacted or substantively enacted by the
statement offinancial position date and are expected to apply when the related deferred income tax asset is
realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised onlyto the extentthat it is probable that future taxable profitwill
be available againstwhich the temporary differences can be utilised.

Deferred income tax liabilities are provided on taxable temporary differences arising frominvestmentsin
subsidiaries, associates and jointarrangements, exceptfor deferred income tax liability where the timing of
the reversal ofthe temporary differenceis controlled by the Group and itis probable thatthe temporary
difference will notreversein the foreseeable future. Generally, the Group is unable to control the reversal of
the temporary difference for associates. Only where thereis an agreement in place that gives the Group the
ability to control the reversal of thetemporary difference notrecognised.

Deferred income tax assets are recognised ondeductible temporary differences arising frominvestments in
subsidiaries, associates and jointarrangements only to the extentthat it is probable the temporary difference
will reversein the foreseeable future and there is sufficienttaxable profitavailable againstwhich the
temporary difference can be utilised.

Deferred income tax assets and liabilities are offset when thereis a legally enforceablerightto offset current
tax assets againstcurrenttax liabilities and when the deferred income taxes assets and liabilities relate to
income taxes levied by the same taxation authority on either the same taxable entity or different taxable
entities where thereis an intention to settle the balances on a net basis.
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2 Summary of significant accounting policies (continued)

m. Employee benefits

(i)

(i)

(iii)

Pension plan — First Citizens defined benefit pension plan

First Citizens Bank operates a defined benefitplan, which is apension plan thatdefines an amountof
pension benefits thatan employee will receive on retirement, usually dependenton one or more factors,
such as age, years ofserviceand compensation. This pensionplanis funded by payments from
employees and by the Bank, taking account ofthe recommendations ofindependent qualified actuaries.

The Bank's defined benefitplan operates as a plan which shares risks among subsidiaries ofthe Group
which are under common control. The Bank's policyis to recognisethe netdefined benefitcost ofthe plan
in the separate financial statements of First Citizens Bank Limited, the entity which is legally considered
the sponsoring employer ofthe plan. The Bank recognises acostequal to its contribution payable for its
employees in its separate financial statements.

The liability or assetis recognised in the Bank’s statement of financial position. Inrespectofthedefined
benefit pensionplan, as at September 2021, the defined benefitpensionplan assetrepresented the fair
value of the plan’s asset less the presentvalue of the obligation atthe end of thereporting period. The
defined benefitobligationis calculated annually by independent actuaries using the projected unit credit
method. The Group’s contribution to the plan amounted to $2.9M (2020: $1.9M) (Note 27). These
contributions would have been recharged by the Bank and settled through the intercompany.

Profit sharing and bonus plans

The Group recognises aliability and an expense for bonuses and profit-sharing, based on aformula that
takes into considerationthe profit attributable to the First Citizens Group's shareholders after certain
adjustments. The Group recognises aprovisionwhere contractually obliged or wherethereis a past
practicethathas created a constructive obligation.

Employee share ownership plan

The First Citizens Group established a cash-settled share based remuneration plan for its employees. A
liability is recognised for the fair value of the cash-settled transactions. The fair value is measured initially
and at each reportingdate up to and including the settlement date, with changes in the fair val ue
recognisedin the statementof income. Thefair value is expensed over the period until the vesting date
with recognition of acorresponding liability.

n. Cashand due from Banks

For purposes ofthe consolidated statementof cash flows, cash and due from banks are comprised ofcash
balances on hand, deposits with banks and short-term highly liquid investments with original maturities ofthree
months orless.
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2 Summary of significant accounting policies (continued)

0.

Net interest income and expense

Interestincome and interestexpense arerecognisedin the consolidated statementofincome for all interest
bearing instruments on an accrual basis using the effective interest method based on the initial carrying
amount. Interestincome includes coupons earned on fixed income investments, Promissory Notes (PNotes)
and accrued discountand premium on treasury bills and other discounted instruments. When a financial
asset isimpaired, the Group reduces the carrying amountto its recoverable amount, being the estimated
future cash flow discounted atthe original effective interestrate ofthe instrumentand continues unwinding
the discountas interestincome.

The effective interestrate is the rate thatexactly discounts estimated future cash payments or receipts
through the expected life of the financial assetor financial liability to the gross carrying amountofa financial
asset (i.e. its amortised cost before any impairment allowance) or the amortised cost ofa financial liability.
The calculation does notconsider expected creditlosses and includes transaction cost, premium, discounts
and fees and pointpaid orreceived thatare integral to the effective interestrate, such as origination fees.

Forfinancial assets thatare creditimpaired (stage 3), interestincome is calculated by applying the effective
interestrate to the carrying value netofthe expected creditloss provision.

Forfinancial assets classified as Purchased or Originated Credit Impaired (POCI), interestincome is
calculated by applying acredit-adjusted EIR (based on an initial expectation of further creditlosses) to the
amortised costofthese POCI assets. The Credit-Adjusted Effective Interest Rate (CAEIR) is lower than the
effective interestrate as the cash flows ofthe instruments are adjusted downwards for the impact of
expected creditlosses.

Dividend income

Dividends arerecognised in the consolidated statementofincome when the entity’s rightto receive payment
is established.

Fee and commission income

IFRS 15 ‘s core underlying principle is that an entity should recognise revenue in a manner 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 ata pointin timewhen the service has been provided. Commissions
and fees arising from negotiating or participating in the negotiation of atransaction for athird party, such as
the arrangementofthe acquisition ofshares or other securities orthe purchase or sale of businesses are
recognised ata pointin time on completion ofthe underlying transaction. Portfolio and other management
advisory and service fees are recognised based on the applicable service contracts usually on atime
apportioned basis, whichis normally onamonthly billing cycleata pointin time.

Asset management fees related to investmentfunds are recognised rateably over the period the serviceis
provided and accrued in accordance with pre-approved fee scales. The same principleis applied for wealth
management, financial planning and custody services thatare continuously provided over an extended
period oftime. Performance linked fees or fee components arerecognised when the performance criteria
are fulfilled at a pointin time.

Brokerage & Advisory fees are generally recognized ata pointin time upon full completion ofthe scope of
works to the contract; however, for Initial Public Offerings and services ofthat nature the performance
obligation may be specific to the stage of completion ofthe services performance obligation. In addition,
some contracts may require variation to the performance obligation based on the client specifications. These
contracts would qualify for revenue recognition over time.
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r.

Borrowings

Borrowingsare recognised initially at fair value, exclusive oftransaction costs. Subsequently, borrowings are stated
at amortised costand any difference between proceeds netoftransactions costs and theredemptionvalueis
recognisedin the consolidated statementofincome over the period ofthe borrowings using the effective interest
method.

Dividend distribution

Dividends onordinary shares arerecognisedin equity in the periodin whichthey are approved by the Group’s Board
of Directors. Dividendsfor the year, which are declared after the year end, are disclosed in the subsequentevents
note when applicable.

Provisions

Provisions arerecognised when the Group has apresentlegal or constructive obligation as aresult of pastevents, it
is more likely than notthatan outflow of resources embodying economic benefits will be required to settle the
obligation, and areliable estimate ofthe amount ofthe obligationcan be made. Wherethere are a number of similar
obligations, the likelihood that an outflow will be required in settlementis determined by consideringthe class ofthe
obligationas a whole. A provisionis recognised even ifthe likelihood of an outflow with respectto any oneitem
included in the same class of obligations may be small.

Provisions are measured at the presentvalue of the expenditure expected to be required to settle the obligation using
a pre-tax rate that reflects current market assessments ofthe time value of money and therisks specific to the
obligation. Theincreasein the provisiondueto the passage oftime is recognised as interestexpense.

Intangible assets

Intangible assets comprise separately identifiable items arising from business combinations, computer software
licenses and otherintangible assets. Intangible assets are recognised atcost. The costofan intangible asset
acquired in a business combination is its fair value at the date of acquisition. Intangible assets with a definite useful
life are amortised using the straightline method over the period thatthe benefits from these assets are expected to
be consumed, generally notexceeding 20 years. Intangible assets with an indefinite useful life are notamortised. At
each date ofthe consolidated statementoffinancial position, intangible assets are reviewed for indications of
impairmentor changes in estimated future economic benefits. If such indications exist, the intangible assets are
analysed to assess whether their carrying amountis fully recoverable. Animpairmentlossisrecognisedifthe
carrying amountexceeds therecoverable amount.

The Group chooses to use the costmodel for the measurement after recognition.

Intangible assets with indefinite useful life are tested annually forimpairmentand whenever thereis an
indication thatthe assetmay be impaired.

(i) Goodwill

Goodwillarises on the acquisition of subsidiaries and represents the excess ofthe consideration
transferred overthe Group’sinterestin net fair value of the netidentifiable assets, liabilities and
contingentliabilities ofthe acquiree and the fair value ofthe non-controlling interestin the acquiree.

Forthe purpose ofimpairmenttesting, goodwill acquiredin abusiness combination is all ocated to each of
the Cash Generating Units (“CGU”), or groups of CGUs, thatis expected to benefit from the synergies of
the combination. Each unitor group ofunits to which the goodwill is allocated represents the lowest level
within the entity at which the goodwill is monitored for internal management purposes. Goodwill is
monitored atthe operating segmentlevel.

Goodwillimpairmentreviews are undertaken annually or more frequently if events or changes in
circumstances indicate a potential impairment. The carrying value of goodwill is compared to the
recoverable amount, which is the higher of valuein use and the fair value less costs ofdisposal. Any
impairmentis recognised immediately as an expense and is not subsequently reversed.
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2 Summary of significant accounting policies (continued)
u. Intangible assets (continued)
(if) Other Intangible assets

Otherintangible assets are initiallyrecognised 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 notacquired in a
business combination, whereitis probable that future economic benefits attributes to the assets with flow
from theiruse. The value ofintangible assets which are acquired in abusiness combinationis generally
determined using income approach methodologies such as the discounted cash flow method.

Otherintangible assets are stated at costless amortisation and provisions forimpairment, ifany, plus
reversals ofimpairment, if any. They are amortised over their useful lives in a manner that reflects the
pattern to which they contribute to future cash flow.

(iii) Computer software

Costs associated with maintaining computer software programmes are recognised as an expense when
incurred. However, expenditurethatenhances or extends the benefits of computer software programmes
beyond their original specifications and lives is recognised as a capital improvementand added to the original
costofthe software. Computer software developmentcosts arerecognised as assets when the following
criteriaare met:-

e ltis technicallyfeasibleto complete the software and use it
e Managementintendsto complete the software and use it
There an ability to use the software
e Adequate technical, financial and other resources to complete the developmentand to useit
e The expenditure attributable to the software during its development can be reliably measured.

The software development costs are amortised using the straight-line method over their useful lives but not
exceeding aperiod ofthree years.

v. Fiduciary activities

The Group acts as trustees and in other fiduciary capacities thatresultin the holding or placing of assets on
behalf ofindividuals, trusts, retirement benefitplans and other institutions. These assets and income arising
thereon are excluded fromthese consolidated financial statements, as they are notassets of the Group (Note
3.d).
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3 Financial risk management

The Group’s activities exposeitto a variety offinancial risks and those activities involve the analysis, evaluation,
acceptance and managementof some degree ofrisk or combination ofrisks. Takingriskis coreto thefinancial
business, and the operational risks are an inevitable consequence ofbeing in business. The Group’s aimis
thereforeto achieve an appropriate balance between risk and return and minimise potential adverse effects on the
Group’s financial performance.

The Group’s risk managementpolicies are designed to identify and analyse these risks, to setappropriate risk
limits and controls, and to monitor the risks and adherenceto limits by means ofreliable and up-to-date information
systems. The Group regularly reviews its risk managementpolicies and systems to reflect changes in markets,
products and emerging bestpractice.

Risk management framework

The Board of Directors of First Citizens Bank Limited has overall responsibility for the establishmentand oversight
of the First Citizens Group risk management framework. To assistthe Board of Directors in fulfilling its duties, two
Board sub-committees were established to monitor and reportto the Board of Directors ofthe parenton the overall
risks within the First Citizens Group - the First Citizens Group Enterprise Risk Management Committee and the
Board Credit Committee; and two Senior Management Committees- the Senior Management Enterprise Risk
Management Committee and the Asset Liability Committee.

The First Citizens Group Enterprise Risk Management Unit, headed by the Group Chief Risk Officer (GCRO),
reports to both Sub-Committees ofthe Board of Directors through the Senior Management Committees. This unit
isresponsible for the management, measurement, monitoring and controlof operational, marketand creditrisk for
the First Citizens Group through the First Citizens Group Operational Risk and Controls Unit, Group Credit Risk
Management Unit, Group Market Risk Unitand Group Business Continuity Planning Unit. The First Citizens
Group Enterprise Risk Management Unitreports into the Senior Management Enterprise Risk Management
Committee to allow monitoring ofthe adherence to risk limits and the impact ofdevelopments in the
aforementioned risk areas on strategy and how strategy should be varied in lightofthe developments.

The Asset/Liability Committee (ALCO) was established to manage and monitor the policies and procedures that
address financial risks associated with changing interestrates, foreign exchange rates and other factors that can
affect the Group’s liquidity. The ALCO seeks to limitrisk to acceptable levels by monitoring and anticipating
possible pricing differences between assets and liabilities across the Bank and the Group’s various companies via
the Treasury and International Trade Centre. The Treasury and International Trade Centre’s primary role and
responsibility is to actively manage the First Citizens Group’s liquidityand marketrisks. The ALCO is also
supported in some specificareas of activity by the First Citizens Group’s Market Risk Committee.

As part ofits mandate, the Bank Board of Directors establishes written principles for overall riskmanagement, as
well as ensuring thatpolicies arein place covering specific areas ofrisk, such as foreign exchangerisk, interest
rate risk, creditrisk, use ofderivative financial instruments and non-derivative financialinstruments. In addition,
the First Citizens Group Internal Audit Department is responsible for the independentreview of risk management
and the control environmentand reports its findings and recommendation to the Board Audit Committee.

Creditrisk management is extended to the subcommittee ofthe Board of Directors who siton the Risk
Management Committee (RMC), which has oversightand monitors the risk appetite for theinvestmentportfolio for
the First Citizens InvestmentBank (“the Group”).

The mostimportanttypes of risk are creditrisk, liquidity risk and marketrisk. Market risk includes currencyrisk,
interestrate and other pricerisk.
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3 Financial risk management (continued)

a.

Credit risk

Creditriskis a significantrisk for the First Citizens Group’s business; management therefore carefully
manages its exposureto creditrisk. The creditrisk managementand controlare centralised in a First
Citizens Group Credit Risk Management Unit which reports regularly to the Group Chief Risk Officer and
the Board Credit Committee.

Creditrisk arises mainly frominvestments in debt securities and other exposures arising fromits trading
activities (‘trading exposures’) including non-equity trading portfolio assets and derivatives as well as
settlement balances with market counterparties and reverse repurchase agreements.

(i)

(ii)

Credit risk management

In its management of creditrisks, the First Citizens Group has established an organisational
structure which supports the lending philosophy ofthe First Citizens Group. This structure comprises
the Board of Directors, the Board Credit Committee (BCC), Senior Management Enterprise Risk
Committee (SMERC), the Group ChiefRisk Officer (GCRO), the Credit Risk Management Unitand
the Internal Audit Department. The Board of Directors maintains general oversightto ensure that
policies and procedures are consistentwith the strategic direction and credit philosophy of the First
Citizens Group and thatthey serveto bring therequired level of protection over assets thatare
exposed to creditrisks. To facilitate day to day decision making and timely implementation of
decisions, the Board has delegated authority for sp ecific areas to specific committees and/or officers
with an appropriate reporting systemto the Board. The BCC focuses primarily on creditrisk appetite
and in so doing sanctions amendments to credit policies and creditrequests exceeding the authority
of management. The SMERC together with the GCRO monitors the effectiveness of creditpolicies
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 creditpolicies, monitorcompliance
with them and on a continuous basis to assess their relevance to the changing business
environment. Mostofthese policies are established and communicated throughthe First Citizens
Group’s written Credit Policy Manual.

Credit risk grading

The Company uses internal creditrisk grading or ratings which reflectits assessment ofthe risk
profile or PD of counterparties. The Group utilises one (1) rating model for investment securities.
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3 Financial risk management (continued)
a. Credit risk (continued)
(i) Credit risk grading (continued)

(iii)

Investment securities

Forsovereign and corporate investment securities, the ratings published by Standards and Poor’s
Rating Agency (S&P), where available, are used. For sovereigns with no S&P rating, the Company’s
Research and Analytics Unituses a model based on the S&P meth odology to generate arating. For
corporate investment securities with no S&Prating, a rating is assigned using the Borrower Risk
Rating (“BRR”) model.

S&P published ratings are continuously monitored and updated. The PD’s associated with each
rating are determined based on realised default over the prior 12 months, as published by therating
agency. Theratings generated by the BRR model are also updated annually.

The Table below provides acomparative view of the rating models used by the Company:

Research &
. Analytigs Borljc(fwer FCIG .
S&P Rating Risk Rating Risk Rating | Code Interpretation
(Invest_njent (Corporate)
Securities)
AAA, AA+ A+ 1 98 Extremely Low
AA, AA- A Risk
Investment A+, A A- 2 95 Very Low Risk
Grade BBB+, BBB, BBB- B+ 3 90 Low Risk
BB+, BB, BB- B 4 85 Moderate Risk
B+, B, B- B- 5 High Risk
Speculative CCC+, CCC, CcCC-, 80
Grade CC+, CC, CC-, C+, C 6
C, C- Very High Risk
D D 7 65 In Default

Expected credit loss measurement

IFRS 9 outlines a ‘three stage’ model; forimpairmentbased on changes in credit quality since initial
recognition as summarised below:

e A financial instrumentthatis notcredit-impaired on initial recognition is classified in Stage 1 and
has its creditrisk continuously monitored by The First Citizens Group.

e [fa significantincreasein creditrisk (‘SICR’) since initial recognition is id entified, the financial
instrumentis moved to ‘Stage 2’ but is notyet deemed to be credit-impaired. Please refer to note
3.a.iii for a description of how The First Citizens Group determines when asignificantincrease in
creditrisk has occurred.

e [fthe financial instrumentis credit-impaired, the financial instrumentis then moved to ‘Stage 3.
Please refer to note 3.a.v fora descriptionofhow The First Citizens Group defines credit-impaired
and default.

e Forfinancial instrumentsin Stage 1, therespective ECL’'s are measured at an amountequal to the
portion of lifetime expected creditlosses withinthe next 12 months. Instruments in Stages 2 or 3
respective ECL’'s are measured based on the expected creditlosses on alifetime basis. Please
refer to note 3.a.v for a description ofinputs, assumptions and estimation techniques used in
measuring the ECL.
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3 Financial risk management (continued)
a. Credit risk (continued)
(iii)  Expected credit loss measurement (continued)

e A pervasiveconceptin measuring ECLin accordance with IFRS9 is that itshould consider
forward- looking information. Note 3.a.vii includes an explanation of how The First Citizens Group
hasincorporated this inits ECL models.

e Purchased ororiginated credit-impaired financial assets are those financial assets that are credit-
impaired on initial recognition. Their ECL is always measured on a lifetime basis (Stage 3).

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

The following diagram summarises the impairmentrequirements under IFRS 9 (other than purchased
ororiginated credit-impaired financial assets):

Change in credit quality since initial recognition

A
v

Stage 1 | Stage 2 | Stage 3
(Significant increase in
(initial Recognition) credit risk) (Credit - impaired assets)
12 month expected creditlosses Lifetime expected creditlosses | Lifetime expected creditlosses

(iv) Significant increase in credit risk (SICR)

The FirstCitizens Group considersafinancial instrumentto have experienced asignificantincrease in credit
risk when one or more of the following criteria have been met:

Criteria Investment Grade Portfolio Single “B” Speculative Grade
Portfolio
Absolute Measure PD - 15% or higher PD - 25% or higher
AND AND AND
Relative Measure Onenotch downgrade Onenotch downgrade
v u (investmentsecurities rating scale) | (investmentsecurities rating scale)
OR OR OR

Special Consideration | Eurobonds with Trigger 3Breaches | Eurobonds with Trigger 3 Breaches

The FirstCitizens Group has notused the low creditrisk exemption for any financial instruments in the
year ended 30 September 2021.
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3 Financial risk management (continued)
a. Credit risk (continued)

(v) Significant decrease in credit risk (SDCR)

The FirstCitizens Group considersafinancial instrumentto have experienced asignificantdecreasein credit
risk when one or more of the following criteriahave been met:

Criteria Investment Grade Portfolio Single “B” Speculative
Grade Portfolio
Absolute Measure PD - 12.5% orlower PD - 25% or lower
AND AND AND

Creditrating reverts to level just Qnenotch upgrad_g .
(investment securities rating

priorto the SICR
scale)

OR OR OR
Special Consideration | No creditstop loss breaches No creditstop loss breaches

Relative Measure

(vi) Definition of default and credit-impaired assets

The FirstCitizens Group defines afinancial instrumentas in default, which is fully aligned with the
definition of credit- impaired, when itmeets one or more ofthe following criteria:

Quantitative criteria

The borrower is morethan 90 days pastdue on its contractual payments.

Qualitative criteria

The borrower meets unlikeliness to pay criteria, which indicates the borrower is in significant financial

difficulty. These are instances where:

e The borrower formally files for bankruptcy or thereis a commencementofforeclosure or
restructure proceedingsor an indication ofthe intention to restructure is initiated by the borrower.

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

e A modification to terms and conditions of the original investmentthatwould notnormally be
consideredis executed and where the changein the presentvalue ofthe cashflows ofthe new
proposed investmentversus the original exceed 10%.

The criteriaabove have been applied to all financial instruments held by the Group and are consistent
with the definition of defaultused for internal creditrisk management purposes. The defaultdefinition
has been applied consistently to model the Probability of Default (PD), Exposure at Default (EAD)

and Loss given Default (LGD), throughoutthe Group expected losscalculations.

An investmentinstrumentis consideredto no longer be in default (i.e. to have cured) when it has
been restructured. An exception exists for creditimpaired facilities at origination.
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3 Financial risk management (continued)

a. Credit risk (continued)

(vii)

(viii)

Measuring ECL - Explanation of inputs, assumptions and estimation techniques

The Expected CreditLoss (ECL) is measured on either a twelve (12) month (12M) or lifetime basis
depending onwhether asignificantincrease in creditrisk has occurred sinceinitial recognition or
whether an asset is consideredto be credit-impaired. Expected creditlosses are the discounted
productofthe Probability of Default (PD), Exposure at Default (EAD), and Loss Given Default (LGD),
defined as follows:

o PD representsthelikelihood of aborrower defaulting on its financial obligation (as defined in note
3.a.iv), either over the nexttwelve (12) months (12M PD), or over the remaining lifetime (Lifetime
PD) ofthe obligation.

e EAD is based on the amounts the Group expects to be owed at thetime of default, either overthe
nexttwelve (12) months (12M EAD) or over the remaining lifetime (Lifetime EAD). The EAD is
calculated as the outstanding balance ofthe investment.

e LGD - Forsovereign investmentsecurities, LGDs are obtained from Moody’s Investor Services’
Data Reporton Sovereign Global Defaultand Recovery Rates (1983-2020). Corporate investment
securities LGDs are based on the standard terms for North American corporate en tities CDS
contracts, taken from Moody’s Analytics’ CDS-implied EDF™ Credit Measures and Fair-value
Spreads.

There have been no significantchanges in estimation techniques or significantassumptions made
during thereporting period.

Forward-looking information incorporated in the ECL models

The calculation of ECL incorporates forward -looking information. The Group has performed historical
analysis and identified the key economicvariables impacting creditrisk and expected creditlos ses for
each portfolio.

Determination of macroeconomic scenarios and probabilities

Foreach countryin whichthe Group has investment securities, management performs scenario
analysis to determine the impact of future economic conditions on the PD in these countries. After
testing multiple economicindicators, amain macro-economic variable (MEV) is determined, which is
statistically linked to the creditrisk ofthatsovereign. To increase the robustness ofthe model and in
lightofthe shock from COVID-19, management adopted a bivariate model to determine two MEVs for
key sovereigns. The statistical relationship is determined through regression analysis and an analysis
of various measures of significance. The sign ofthe coefficients is also an important factorin
determining the use ofthe two MEVs. Correlation analysis is then conducted between the two MEVs
and key sovereign creditrisk metrics, to determine which are mostsignificant. Three selected
sovereign creditrisk metrics were identified as sovereign creditrating drivers to quantify theimpact of
the MEVs on each creditrisk driver, ordinaryleast squares (OLS) regressionis conducted. To
establish scenarios, the MEVs are ‘shocked’, such thatthe official forecastfor each year moves up and
down by a multiple of the historical standard deviationto establish a best and worst. The new values
derived arerun through aregression model to quantify the relationship between the creditrating and
the scenarios. Dataused in the update ofthe model as at 30 September 2021 incorporate theimpact
of COVID-19, as such the forward looking scenarios factor in the economic shock ofthe pandemic.
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3 Financial risk management (continued)

a. Credit risk (continued)

(ix)

Forward-looking information incorporated in the ECL models (continued)
Determination of macroeconomic scenarios and probabilities (continued)
The following are the lead sovereign indicators used in the macroeconomic overlay:

TRINIDAD AND TOBAGO:
Lead Indicators:

« WTI Oil Price

* T&T FX Reserves

Both indicators are negatively related to sovereign risk, suggesting thathigher oil price and FXreserves will
positivelyimpactupon the economy and therefore reduce ECLs.

BARBADOS
Lead Indicators:
« WTI Oil Price

* US Dollar Index

Both indicators are positivelyrelated to sovereignrisk, suggesting thathigher oilprices and astronger US
dollar will have adverse implications for the Barbados economy and therefore will increase ECLs.

ST LUCIA/ ST VINCENT AND THE GRENADINES
Lead Indicators:

* US GDP Growth Rate

* US Unemployment Rate

US GDP growth rate is negatively related to sovereign riskofthe ECCU members, suggestingthatincreases in
US GDP growth reduces ECL, while US unemploymentrate is positively related to sovereignrisk, indicating
that as US unemploymentraterises,the ECCU economies are negatively impacted, resultingin higher ECLs.

Whilethere are other components thatmay impactupon thefinal ECLs, froma macroeconomic perspective, by
using the link between the lead economic variables and sovereign risk, we generalise thatonce the lead
indictors positivelyimpactthe economies, ECLs are likely to decline. On the other hand, ifthelead indicators
negatively impactthe economies, ECLs are likely to increase.

The calculation of ECL incorporates forward -looking information. The First Citizens Group has performed
historical analysisand identified the key economic variables impacting creditrisk and expected creditlosses for
each portfolio.

Forexample, the following credit ratings were forecasted for the next three years using these macro -
economic scenarios for Barbados. The weightings appliedto the forecasted ratings were 60% for year
1, 20% each foryear 2 and 3. These weightingswere determined based on management’s judgment
and experience.

Current rating (as at September 2021)

Currentrating (as at

September 2021) 2022 2023 2024
B- Base Worst Best Base Worst Best Base Worst Best
B- CCC+ B B- B- B B- B- B
B- C B- B- B- B- B- B- B-
Probability of
Transition (in %) 79.02% | 4.71% | 16.27% 76.69% 23.31% 69.65% 30.35%
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3 Financial risk management (continued)
a. Credit risk (continued)
(ix) Forward-looking information incorporated in the ECL models (continued)
Determination of macroeconomic scenarios and probabilities (continued)

Theseeconomic variables and their associated impacton the PD, EAD and LGD vary by financial
instrument. Management judgmenthas also been applied in this process. Forecasts of these economic
variables (the “base economic scenario”) are provided by the Economic Research Uniton aperiodic basis
and provide the best estimate view of the economy over the nextthree years. After three years, to project
the economic variables out for the full remaining lifetime of each instrument, a mean reversion approach
has been used.

(x) Risk limit control and mitigation policies

The First Citizens Group structures the levels of creditrisk itundertakes by placinglimits on the amount of
risk accepted in relation to one borrower, or groups of borrowers, and to geographical segments. Such
risks are monitored onarevolving basis and subjectto an annual or more frequentreview, when
considered necessary. Limits on the level of creditrisk by productand by country are ap proved annually
by the Group’s Board of Directors. Actual exposures againstlimits are monitored regularly and reported to
the Group’s Risk Management Committee and the Board of Directors.

(a) Single investor or industry exposure limits

These limits have been established based on a ranking of the riskiness of various industries. The
ranking is guided by a model developed by the Company for this purpose. The model utilises a scale
incorporating scores of 1to 6 with 1 being the least risky. Exposure limits as a percentage ofthe total
credit portfolio have been established for the various country exposure categories based on the risk
ranking.

(b) Country exposure limits

Exposure limits have been established for selected countries which are considered to be within the
Group’s target market. Three (3) risk categories have been developed and the selected countries
have been assigned to these categories based either on ratings issued by acceptable rating
agencies orthe Group’s own internal assessmentofthe economic and political stability ofthe
target. Maximum cross border exposure has been limited to a pre-determined portion oftotal
assets and this amountis allocated to the various risk categories with alarger share being
allocated to the more highly rated categories.

(c) Collateral

The Group employs arange of policies and practices to mitigate creditrisk. The mosttraditional of
these is the taking of collateral to secure investments. Investmentsecurities, treasury and other
eligible bills are generally unsecured, with the exception of asset-backed securities and similar
instruments, which are secured by portfolios of financial instruments.

(d) Liquidity support agreement

The terms ofthe Liquidity Support Agreement (LSA) under which First Citizens Bank Limited (the Bank)
acquired Caribbean Money Market Brokers Limited (CMMB), now First Citizens Investment Services
Limited (FCIS), outlined certain financial assurances given by the Government of Republic of Trinidad
and Tobago (GORTT) to the Bank, that provided for theindemnification ofthe Bank againstvarious
claims, losses or liabilities ifincurred by FCIS within a stipulated period oftime after the date of
acquisitionin relationto obligations existing or default on assets owned by FCIS at the date ofthe
acquisition.

The LSA dated 15 May 2009 and made between the GORTT, the Central Bank of Trinidad and Tobago
(CBTT) and the Bank provided thatall reasonable claims by the Bank in respect of such losses were
expected to be settled, oncethe Bank had made all reasonable efforts to recover or resist such claims,
losses or liabilities. The Bank committed to reimburse FCIS for any losses incurred by FCIS against
which the Bank has been indemnified.
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3 Financial risk management (continued)

a. Credit risk (continued)

()

(xi)

Risk limit control and mitigation policies (continued)

(d) Liquidity support agreement (continued)

The terms ofthe Liquidity Support Agreement (LSA) under which First Citizens Bank Limited (the
Bank) acquired Caribbean Money Market Brokers Limited (CMMB), now First Citizens Investment
Services Limited (FCIS), outlined certain financial assurances given by the Governmentof Republic
of Trinidad and Tobago (GORTT) to the Bank, thatprovided for theindemnification of the Bank
againstvarious claims, losses or liabilities ifincurred by FCIS within a stipulated period of time after
the date of acquisition inrelationto obligations existing or defaulton assets owned by FCIS at the
date of the acquisition.

The LSA dated 15 May 2009 and made between the GORTT, the Central Bank of Trinidad and
Tobago (CBTT) and the Bank provided thatall reasonable claims by the Bank in respectofsuch
losses were expected to be settled, once the Bank had made all reasonable efforts to recover or

resistsuch claims, losses or liabilities. The Bank committed to reimburse FCIS for any losses incurred

by FCIS againstwhich the Bank has been indemnified.

Losses which are covered underthe LSA includelosses in respect of balances due from CL Financial

and its affiliates accruing fromthe date that CMMB was acquired by the Bank to the greater of the
maturity date of the obligation or 6 years fromthe date of completion ofthe share transfer of CMMB
to the Bank.

The Ministry of Finance continues to recognise its commitmentunder the LSA agreement by way
of granting consecutive extensions under the Liquidity Support Agreementfor successive periods
from 16 May 2015 with the mostrecent being from 1 March 2022 to 28 February 2023.

Interest continues to accrue at 4% and 5% forthe CL Financial USD PNOTE and the CL
Financial TTD commercial paper respectively. As at the statement of financial position date, the
amount of Promissory Notes due was US$106,970,468 and the amount ofthe Commercial
Paper due TT$258,472,867. The LSA extension was executed on 27 September 2021
confirmingthe extensionto the expiration ofthe LSA on 28 February 2023. These are classified
as amortised costin the Consolidated Statement of Financial Position.

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

Creditrisk exposures relating to financial assets carried on the Group’s consolidated statement of
financial position are as follows:

Gross Gross
maximum maximum
exposure exposure
Sept 2021 Sept 2020

$'000 $'000

Cash and due from banks 265,085 476,786

Financial assets

- Fair value through other comprehensive income 2,368,082 2,967,316

- Amortised cost 3,969,442 4,115,715

Other assets 31,149 12,828
6,633,758 7,572,645

The above table represents aworstcase scenario of creditrisk exposure to the Group without taking

accountofany collateral held or other creditenhancements attached.

For on-consolidated statementoffinancial position assets, the exposures setoutabove are based on
gross carrying amounts beforeimpairment. There are no creditrisk exposures relating to off-

consolidated statement offinancial position items.

As shown above, 4% of the total maximum exposureis derived from cash and due from banks and
receivables (2020: 6%); while 96% represents investments in other debt securities (2020: 94%).
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3 Financial risk management (continued)

a. Credit risk (continued)

(xi)  Maximum exposure to credit risk before collateral held or other credit enhancement (continued)

Management is confidentin its ability to continue to control and sustain minimal exposure of credit
risk to the Group resulting fromboth its cash and due from banks and assets held at amortised cost
portfolioand its other debt securities based on the following:

e The Group has maintained astringentselection process for investing in securities with none of
the impaired assets coming fromnew investments madein the currentfinancial year.

e The collateral package or financial assurances in placein supportofreceivables minimises the
probability oflosses on this portfolio.

e For September 2021, more than 55.7% (2020: 57.1%) of the investments in debt securities and
other bills have at least a BBB- based on Standards & Poor’s Ratings.

e As per Note 3.a.ix ‘Risk limitcontrol and mitigation policies- Liquidity Support Agreement’,
management is confidentthat given the agreementto transfer the benefits of such assurances
by First Citizens Bank Limited to the Group, the Group would realise no losses onthese assets.
The amountoutstandingto FCIS stood at TT$258.5M and US$106.97M as at 30 September
2021 (2020: TT$249.9M and US$103.9M) and continues to accrue interest.

e The Group’s portfolio carries exposure to the creditrisk of the Government of Barbados
securities which atthe Consolidated Statementof Financial Position date accounted for
BB$107M, 5.49% ofthe value of Investment Securities (2020: BB$99.9M, 4.76%).

e The Group’s exposureto the GORTT debt included in financial assets as at 30 September 2021
was TT$1.8B, 26.6% (2020: TT$1.6B, 22.6%).

(xii) Financial assets

Included in amortised costpastdue but notimpaired are amounts due from CL Financial and its
affiliates of $974.4M which matured but are indemnified under the Liquidity Support Agreement (LSA)
(2020: $947.3M). All principaland interest payments due on these advances are covered under the LSA
as detailed in 3.a.ix.

Further, the material indemnified amountoutstandingunder the Liquidity Support Agreementrepresents
certain Promissory Note and Commercial Paper obligationswhich were and are due and owing by CL
Financial Limited to CMMB (now First Citizens Investment Services Limited (“FCIS”). The GORTT has
since petitioned to the Courtto wind up CL Financial on the basis thatthe CL Financial was unable to
pay its debts and or that it was just and equitable that the Company be wound up. On 25th July 2017,
the Courtof Appeal, ordered the appointmentofajointprovisionalliquidator over the assets of that
company pending the determination ofthe winding up petition.

Itis againstthis background that management made a formal claim/demand by the submissions of
(Claim #14) indicating the Bank’s intention to claim the full settlement by 30 September 2021 in
accordance with the Bank’s rightto be indemnified in respectof those obligations under the terms ofthe
LSA.

The GORTT in its letter dated 27 September 2021 stated its execution of an extension ofthe LSA for
the period 1 March 2022 to 28 February 2023.

As at the Statement of Financial Position date, the total outstandingunder the LSA was:
US$107,456,001 and TT$268,033,784.
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3

Financial risk management (continued)

a.

Credit risk (continued)

(xiii) Debt and other investment securities

The table below presents an analysis of debt securities by internal, external and equivalentrating

agency designation.

30 September 2021

Investmentgrade
Speculative grade

Total

30 September 2020

Investmentgrade
Speculative grade

Total

Fair value through Fair value
other through profit
comprehensive Amortised cost or loss
income securities securities securities Total
$°000 $°000 $°000 $°000
1,722,681 1,806,158 -- 3,528,839
645,401 2,163,284 -- 2,808,685
2,368,082 3,969,442 -- 6,337,524
Fair value through Fair value
other through profit
comprehensive Amortised cost or loss
income securities securities securities Total
$°000 $°000 $°000 $°000
2,220,256 1,933,572 -- 4,153,828
747,060 2,182,143 -- 2,929,203
2,967,316 4,115,715 -- 7,083,031

The following table contains an analysisofthe creditrisk exposure of financial instruments for which
an ECL allowanceis recognised. The grosscarrying amountoffinancial assets below also represents
the Group’s maximum exposure to creditrisk on these assets.

Creditrating
Investmentgrade
Non-investmentgrade
Gross investments
Loss allowance - ECL

Carrying balance

Creditrating
Investmentgrade
Non-investmentgrade
Gross investments
Loss allowance - ECL

Carrying balance

Investments
30 September 2021
Stage 1 Stage 2 Stage 3 POCI Total
12-month
ECL Lifetime ECL  Lifetime ECL
$'000 $'000 $'000 $°000 $'000
3,148,893 15,020 -- 364,926 3,528,839
2,634,608 161,600 12,477 -- 2,808,685
5,783,501 176,620 12,477 364,926 6,337,524
(21,300) (11,267) (5,954) -- (38,521)
5,762,201 165,353 6,523 364,926 6,299,003
Investments
30 September 2020
Stage 1 Stage 2 Stage 3 POCI Total
12-month
ECL Lifetime ECL Lifetime ECL
$'000 $'000 $'000 $'000 $'000
3,806,647 -- -- 347,181 4,153,828
2,849,772 66,908 12,523 -- 2,929,203
6,656,419 66,908 12,523 347,181 7,083,031
(24,899) (12,499) (5,964) -- (43,362)
6,631,520 54,409 6,559 347,181 7,039,669
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3 Financial risk management (continued)
a. Credit risk (continued)

(xiv) Loss allowance

The loss allowance recognised in the periodis impacted by avariety of factors, as described below:

e Transfers between Stage 1 and Stages 2 or 3 due to financial instruments experiencing significant
increases (or decreases) of creditrisk or becoming credit-impairedin the period, and the
consequentstep up (or step down) between 12-month and Lifetime ECL;

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

e Impact on the measurement of ECL due to changesin PDs, EADs and LGDs in the period, arising
from regular refreshing of inputs to models;

e Impacts on the measurement of ECL due to changes madeto models and assumptions;

e Discountunwind within ECL due to the passage oftime, as ECL is measured on a presentvalue
basis;

e Foreigh exchangeretranslations for assets denominated in foreign currencies and other
movements; and

e Financial assets derecognised during the period and write-offs of allowances related to assets that
were written offduring the period.

e The GovernmentofBarbados bonds wererecognised as at1 October 2018 as Purchased or
Originated CreditImpaired (POCI). These bonds originated ata deep discountthatreflects
incurred creditlosses. An effective interestrate based on the expected cash flows netof expected
creditlossesisused. Thisis known as at Credit Adjusted Effective Interest Rate (CAEIR).

e The POCI value at 30 September 2021 was BBD 81.07 (2020: BBD 75.72) with a face value of
BBD131,997,672 (2020: BBD131,997,672) (Refer to Note 4 d).

Stage 1 Stage 2 Stage 3 POCI Total
12-month Lifetime Lifetime
ECL ECL ECL
$°000 $°000 $°000 $°000 $°000
Loss allowance as at 1 October 2020 (24,899) (12,499) (5,964) - (43,362)
Movement with P&L Impact
Transfer from stage 1 to stage 2 448 (448) -- -- --
Transfer from stage 2 to stage 3 -- 1,699 (1,699) -- --
New financial assets originated (1,557) (8) -- -- (1,565)
Changein PDS/LGDs/EADs 3,200 (43) -- -- 3,157
Disposal of Investment 1,444 -- -- -- 1,444
Modifications of contractual cash flows -- -- -- -- --
Unwind ofdiscounts -- -- -- -- --
FX and other movements 64 32 10 -- 106
Total net P&L charge during the period 3,599 1,232 (1,689) - 3,142
Other movement with no P&L impact -- -- -- -- --
Financial assets derecognised during the
period -- -- 1,699 -- 1,699
Write-offs -- -- -- -- --
Loss allowance as at 30 September 2021 (21,300) (11,267) (5,954) -- (38,521)
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3 Financial risk management (continued)
a. Credit risk (continued)

(xiv) Loss allowance (continued)

Stage 1 Stage 2 Stage 3 POCI Total
12-month Lifetime Lifetime
ECL ECL ECL
$°000 $°000 $°000 $°000 $°000
Loss allowance as at 1 October 2019 (17,655) (4,166) (5,954) (27,775)
Movement with P&L Impact -- -- -- -"
Transfer from stage 1 to stage 2 2,424 (2,424) -- --
Transfer from stage 1 to stage 3 -- -- -- --
New financial assets originated (1,093) -- - (1,093)
Changein PDS/LGDs/EADs (9,558) (6,807) -- (16,365)
Disposal of Investment 1,027 911 - 1,938
Modifications of contractual cash flows -- -- -- --
Unwind ofdiscounts -- -- -- --
FX and other movements (44) (13) (10) (67)
Total net P&L charge during the period (7,244) (8,333) (10) (15,587)
Other movement with no P&L impact
Financial assets derecognised during the __ _ N _
period
Write-offs -- -- -- --
Loss allowance as at 30 September 2020 (24,899) (12,499) (5,964) (43,362)

Significantchanges in the gross carrying amount of financial assets that contributed to changes in the

loss allowance were as follows:

e The derecognitionof financial assets with agross carryingamountof $6.9M, resulted in the

reduction ofthe Stage 3 allowance by $1.7M.

The following table further explains changes inthe grosscarrying amount of the debt

portfolio to help explain their significance to the changes in the loss allowance.
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3 Financial risk management (continued)
a. Credit risk (continued)
(xiv) Loss allowance (continued)

Investments

Gross carrying balance as at
1 October 2020

Transfer from stage 1 to stage 2
Transfer from stage 2 to stage 3

Transfer from creditimpaired to stage 1

New financial assets originated

Disposal/Maturities ofinvestment

Unwind ofdiscounts

FX and other movements

Changein thecarrying value

Financial assets derecognised
during the period

Gross carrying balance as at
30 September 2021

Investments

Gross carrying balance as at
1 October 2019

Transfer from stage 1 to stage 2

Transfer from stage 1 to stage 3

New financial assets originated

Disposal/Maturities ofinvestment

Unwind ofdiscounts

FX and other movements

Gross carrying balance as at
30 September 2020

(xv)  Write-off policy

Stage 1 Sage 2 Stage 3 POCI Total
12-month ECL Lifetime ECL Lifetime ECL
$'000 $'000 $'000 $°000 $'000
6,656,419 66,908 12,523 347,181 7,083,031
(160,824) 160,824 -- -- --
-- (6,929) 6,929 -- --
5,329 -- - (5329 --
516,067 2,484 -- -- 518,551
(1,231,609) (42,034) (37) -- (1,273,680)
15,011 (4,541) -- 24,099 34,569
(16,892) (92) (9) (1,025) (18,018)
(872,918) 109,712 6,883 17,745 (738,578)
-- -- (6,929) -- (6,929)
5,783,501 176,620 12,477 364,926 6,337,524
Stage 1 Sage 2 Stage 3 POCI Total
12-month Lifetime Lifetime
ECL ECL ECL
$'000 $'000 $'000 $°000 $'000
7,325,167 50,408 12,587 316,343 7,704,505
(32,302) 32,302 -- -- --
1,053,416 -- 4 2,933 1,056,353
(1,712,289) (16,280) (76) -- (1,728,645)
8,669 317 -- 26,967 35,953
13,758 161 8 938 14,865
6,656,419 66,908 12523 347,181 7,083,031

The Group writes offfinancial assets, in whole or in part, when ithas exhausted all practical recovery efforts
and has concluded thereis no reasonable expectation of recovery. Indicatorsthatthereis no reasonable
expectation ofrecovery include (i) ceasing enforcement activityand (ii) where the group’s effort to dispose of
repossess collateral is such thatthereis no reasonable expectation of recovering in full.

The Group may write-off financial assets thatare still subjectto enforcementactivity. The outstanding
contractual amounts of such assets written offduring the year ended 30 September 2021 was nil (2020: nil).
The Group still seeks to recover amounts itis legally owed in full, but which have been partially written off due
to no reasonable expectation of full recovery.
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3 Financial risk management (continued)

a. Credit risk (continued)

(xvi) Concentration of risks of financial assets with credit risk exposure — Geographical sectors

The following table breaks down the Group’s main creditexposure attheir carrying amounts, as
categorised by geographical region. For this table, 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 value through other comprehensiveincome,
amortised cost, held fortrading and repurchase receivables is diversified across 32 countries. Limits for
each country arereviewed on an annual or more frequent basis and the exposures are monitored on a
daily basis. The country exposures are categorised into five regional sectorsand the sector
concentrationswithinthe portfolio are as follows:

South &
North Central Other
Asia America America Caribbean countries Total
$000 $000 $000 $000 $000 $000

At 30 September 2021

Cash and due from Banks -- 5,118 -- 259,967 -- 265,085
Financial assets:

- Fair value through other

comprehensiveincome 89,408 564,148 344,541 1,287,108 74,348 2,359,553

- Amortised cost -- -- -- 3,939,450 -- 3,939,450

Other assets -- 337 297 30,515 -- 31,149

At 30 September 2021 89,408 569,603 344,838 5,517,040 74,348 6,595,237
North South & Central Other

Asia America America Caribbean countries Total

$000 $000 $000 $000 $000 $000

At 30 September 2020

Cash and due from Banks -- 3,740 -- 473,046 -- 476,786
Financial assets:

- Fair value through other

comprehensiveincome 119,234 674,654 433,997 1,659,146 75,452 2,962,483
- Amortised cost -- -- -- 4,077,186 -- 4,077,186
Other assets -- 315 298 12,215 -- 12,828
At 30 September 2020 119,234 678,709 434,295 6,221,593 75,452 7,529,283
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3 Financial risk management (continued)
b. Market risk

The Group takes on exposure to market risk, which is therisk thatthe fair value or future cash flows ofa
financial instrumentwill fluctuate because of changes in market prices. Market risks arise fromopen
positionsininterestrate, currency and equity products, all of which are exposed to general and specific
market movements and changes in thelevel of volatility of marketrates or prices such as interestrates,
creditspreads, foreign exchange rates and equity prices.

The market risks arising fromtrading and non-trading activities are measured separately by the First
Citizens Group Market Risk departmentwho submit reports to the Senior Management Enterprise Risk
Management Committee on a regular basis and also reports viathe First Citizens Group Enterprise Risk
Management Unitto the Board Enterprise Risk Management Committee to enable Board oversight of
market risk issues. Additionally, on amonthly basis, the First Citizens Group’s Pricing

Committee reviews and approves theyield curves used to value all investment securities and reports on
thisinto the Group ALCO. This Committee also provides for the consideration ofthe Group ALCO
technical information that may be relevantto currentand developing market conditions fromtime to time.

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

Non-trading portfolios primarily arise from investments held as collateral for repurchase agreements. Non-
trading portfoliosalso entail foreign exchange and equity risks arisingfromthe Group’s amortised costand
fair value through other comprehensive income investments.

() Market risk measurement techniques

As part ofthe management of market risk, the Group uses duration managementand other
portfolio strategies to manage market risk. The major measurement techniques used to measure
and control marketrisk are outlined below.

Value at risk

The Group applies a‘value at risk’ methodology (VAR) to its trading and non-trading portfolios, to
estimate the market risk of positions held and the maximum losses expected, based upon a
number of assumptions for various changes in market conditions. VAR measurements capture
potential losses arisingfromchanges in interestrates and foreign exchange rates. The Board
sets limits on the value ofrisk that may be accepted forthe Group’s, trading and non-trading
portfolios, which are monitored on adaily basis by First Citizens Group Market Risk Unit.

VAR is a statistically based estimate ofthe potential loss on the current portfolio from adverse
market movements. It expresses the ‘maximum’ amount the Group mightlose, ata certain level
of confidence (99%) under normal marketconditions.

The First Citizens Group Market Risk calculates VAR using a99% confidence level therefore
there isa 1% probability that actual loss could be greater than the VAR estimate. The VAR
model assumes a certain ‘holding period’ until positionscan be closed (10 days for Eurobonds
and 30 days for other securities). For comparability purposes the 1-day VAR for the portfolio
segments are disclosedin the following section. Aparametric approach is used in calculating
VAR which uses the volatility, correlation and relative weights ofthe securities in the portfolio.
Actual outcomes are monitored regularly to testthe validity ofthe assumptions and
parameters/factors used in the VAR calculation.

The use ofthisapproach does notpreventlosses outside ofthese limits in the eventof more
significant market movements.
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3 Financial risk management (continued)
b. Market risk (continued)
(i) Market risk measurement techniques (continued)
Value at risk (continued)

Actual exposure againstlimits is monitored by Risk Managementon a daily basis. There are
Board approved limits seton the portfolio VAR. A breach in these limits would trigger actions by
the management ofthe Group to reducerisk on the portfolio. These actions can include hedging
of the portfolio or specific positions or sale of securities to bring the portfolio back within limit.

The quality ofthe VAR model is continuously monitored by back-testing the VAR results. All
back-testing exceptions and any exceptional revenues on the profitside of the VAR distribution
are investigated.

Stress tests

Stress tests provide an indication ofthe potential size oflosses that could arise in extreme
conditions. The stress tests carried out by risk managementinclude interestrate stress testing,
where movements in the yield curve are applied to each investment.

If the Group were to stress test the portfolio at 30 September 2021 based on a 100 basis point
(1%) upward parallel shiftin all yield curves, this would resultin mark to market losses of
$294.48M (2020: $310.10M).

The results of the stress tests are reviewed by senior management, the Risk Management
Committee and by the Board of Directors.

Based on netforeign currency positions at 30 September 2021, the effect ofa 2.5% depreciation
inthe Trinidad and Tobago dollar againstthe respective currencies s as follows:

usbD EC JMD BBD
$'000 $'000 $'000 $'000
At 30 September 2021
Gain/(loss) 20,575 (3,778) 11,185 921
At 30 September 2020
Gain/(loss) 17,747 (5,365) 6,151 305
Group 1-day VAR by portfolio
30 September 2021 30 September 2020
Average High Low Average High Low
$°000 $°000 $°000 $°000 $°000 $°000
Trading 10,065 15,331 6,785 30,584 117,478 10,801
Non-trading 28,380 30,314 16,564 14,401 18,693 9,980
Total VAR 38,445 45,645 23,349 44,985 136,171 20,781
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3 Financial risk management (continued)
b. Market risk (continued)
(i) Foreign exchange risk

The Group takes on exposureto the effects of fluctuations in the prevailing foreign currency exchange rates on
its financial position and cashflows. Itis the policy ofthe Group notto engagein speculative foreign exchange
activities, The Board sets limits on the level of exposure by currency and in aggregate for all positions, which
are monitored periodically. The Group’s strategy of managing this risk is to buy low and sell high; establish
relationshipswith corporate foreign exchange earners; limitforeign exchange exposure; avoid speculation with
an aim to keep a balanced position; and match foreign currency denominated assets with foreign currency
denominated liabilities. The Group does notcurrently engage in any hedging activities to mitigate currency
risk. The table below summarises the Group’s exposure to foreign currency exchangeraterisk at 30
September 2021. Included in the table are the Group’s financial instruments at TTD equivalents, categorised
by currency.

TT us EC JMD BBD Other Total
$°000 $°000 $°000 $°000 $°000 $°000 $°000

At 30 September 2021
Assets
Cash and due from Banks 110,813 83,025 56,653 108 14,321 165 265,085
Financial assets
- Fair value through other
comprehensiveincome 3,605 2,360,515 174 438,647 4,776 -- 2,807,717
- Amortised cost 1,734,030 930,835 874,862 -- 399,723 -- 3,939,450
- Fair value through profitorloss -- 179 -- -- 428 -- 607
Other assets 9,233 2,966 3,272 8,850 6,828 -- 31,149
Total assets 1,857,681 3,377,520 934,961 447,605 426,076 165 7,044,008
Liabilities
Borrowings 200,742 1,317,367 -- -- -- -- 1,518,109
Funds under management 4,801 376 13 -- 1,145 85 6,420
Securities sold under repurchase

agreements 1,161,132 764,796 1,047,165 -- 383,207 -- 3,356,300
Loan from parentcompany -- 362,740 -- -- -- -- 362,740
Creditors and accrued expenses 43,896 17,472 42,663 -- 5,311 -- 109,342
Total liabilities 1,410,571 2,462,751 1,089,841 -- 389,663 85 5,352,911
Net on-consolidated statement of

financial position 447,110 914,769 (154,880) 447,605 36,413 80 1,691,097
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3

Financial risk management (continued)

b.

Market risk (continued)

(i)  Foreign exchange risk (continued)

At 30 September 2020

Assets

Cash and due from Banks
Financial assets

- Fair value through other
comprehensiveincome

- Amortised cost

- Fair value through profitorloss
Other assets

Total assets

Liabilities

Borrowings

Funds under management

Securities sold under repurchase
agreements

Loan from parentcompany

Creditors and accrued expenses

Total liabilities

Net on-consolidated statement of

financial position

T us EC JMD BBD  Other Total

$°000  $°000 $°000 $°000 $°000  $°000  $°000
132,243 282,878 55,696 108 5728 133 476,786
24,174 2,943,924 108 246,142 4,925 -~ 3,219,273
1,783,495 960,308 953,496 - 379,887 - 4,077,186
- 127 - - 375 - 502
8,347 2,926 974 - 581 - 12,828
1,048,259 4,190,163 1,010,274 246,250 391,496 133 7,786,575
200,741 1,762,565 - - - -~ 1,963,306
4,803 488 21,638 - 1,225 86 28,240
1,193,520 1,150,708 1,179,889 - 372,958 - 3,897,075
- 268,445 - - - - 268,445
48,618 16,450 28,702 - 6151 - 99,921
1,447,682 3,198,656 1,230,229 -- 380,334 86 6,256,987
500,577 991507  -219.955 246250 11162 47 1,529,588

Included in the “Other” category are assets and liabilities held in UKpound sterling, Euro and Canadian
dollars. A1% increase or decrease in any of these currencies would not significantlyimpactthe Group’s

profit.
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3 Financial risk management (continued)
b. Market risk (continued)
(iii)  Interest rate risk

Interest rate risk management focuses on potential changes in netinterestincomeresultingfromchangesin
interestrates, productspreads and mismatches in the re-pricing between interest rate sensitive assets and
liabilities. Cash flowinterestrate risk is therisk that the future cash flows of a financial instrument will
fluctuate because of changes in marketinterestrates. Fair value interestrate risk is the risk thatthe value of
a financial instrumentwill fluctuate because of changes in marketinterestrates. The Group takes on
exposureto the effects of fluctuations in the prevailing levels of marketinterest rates on both its fair value and
cash flowrisks. Interestmargins may increase as a resultof such changes but may also reduce resulting in
losses in the eventthat unexpected movements arise. The Group’s objective in the management of its
interestrate riskis to reduce the sensitivity ofits earnings and overall portfolio value to fluctuations in the
interestrate. The table below summarises the Group’s exposure to interest rate risks.

Non-

Uptol 1to 3 3to 12 1to5 Over 5 interest

month months month years years bearing Total

$°000 $°000 $°000 $°000 $°000 $°000 $°000
At 30 September 2021
Assets
Cash and due from Banks 77,375 727 2,444 -- -- 184,539 265,085
Financial assets
- Fair value through other
comprehensiveincome 370,408 49,086 10,649 614,626 1,314,784 -- 2,359,553
- Amortised cost 8,343 71,699 1,056,857 1,098,255 1,704,296 -- 3,939,450
Other assets - -- -- -- -- 31,149 31,149

Total assets
456,126 121,512 1,069,950 1,712,881 3,019,080 215,688 6,595,237

Borrowings 4,335 - 710,662 803,112 - - 1,518,109
Funds under management 6,420 -- -- -- -- -- 6,420
Securities sold under

repurchase agreements 290,687 514,382 2,145,013 406,218 -- -- 3,356,300
Loan from parentcompany 108,315 -- 254,425 -- -- -- 362,740
Creditors and

accrued expenses -- -- -- -- -- 109,342 109,342
Total liabilities 409,757 514,382 3,110,100 1,209,330 - 109342 5352,911
Interest sensitivity gap 46,369 (392.870) (2.040,150) 503,551 3.019.080 106,346 1.242.326

(46)



First Citizens Investment Services Limited And Its Subsidiaries

Notes to the Consolidated Financial Statements (continued)

30 September 2021
(Expressed in Trinidad and Tobago Dollars)

3 Financial risk management (continued)
b. Market risk (continued)

(iii)  Interest rate risk (continued)

Non-
Upto1l 1to 3 3to 12 1to5 Over 5 interest
month months month years years bearing Total
$°000 $°000 $°000 $°000 $°000 $°000 $°000

At 30 September 2020
Assets
Cash and due from Banks 280,590 718 2,412 - -- 193,066 476,786
Financial assets
- Fair value through other
comprehensiveincome 626,233 253,207 33,071 296,196 1,753,776 -- 2,962,483
- Amortised cost 136,129 1,040,781 254,759 1,080,911 1,564,606 -- 4,077,186
Other assets -- -- -- -- -- 12,828 12,828
Total assets

1,042,952 1,294,706 290,242 1,377,107 3,318,382 205,894 7,529,283
Borrowings 9,382 1,092 974,698 978,134 -- -- 1,963,306
Funds under management 28,240 -- -- -- -- -- 28,240
Securities sold under

repurchase agreements 545,682 798,750 2,031,448 521,195 -- -- 3,897,075
Loan from parentcompany -- -- -- 268,445 -- -- 268,445
Creditors and
accrued expenses -- -- -- -- -- 99,921 99,921

Total liabilities 583,304 799,842 3,006,146 1,767,774 - 99,921 6,256,987
Interest sensitivity gap 459648 494864 (2715904)  (390.667) 3,318,382 105973 1,272,296

Interest rate risk management focuses on potential changes in netinterestincome resultingfromchangesin
interest rates, productspreads and mismatches in there-pricing between interestrate sensitive assets and
liabilities. Ifinterest rates were to move by 1%, the impacton net interestincome would be $18.3M (2020:
$13.7M).
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3 Financial risk management (continued)

b. Market risk (continued)

(iv)

Other price risk

Other pricerisk arises due to the possibility thatthe fair value or future cash flows ofa financial
instrumentwill fluctuate because of changes in marketprices (other than those arising frominterest
rate risk or currency risk), whether those changes are caused by factors specific to theindividual
financial instrumentor 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.

Theseinvestments are held for strategic reasons and risk is managed viaexposure limits. As at 30
September 2021, the Group had the following equity positions within the jurisdictionsnoted .

Originating Functional
currency currency
JMD TTD
'000 '000
Equities instruments recognised in OCI
As at September 30 2021
Equity Instruments 5,203,838 246,142
Additions 3,029,200 137,079
Disposal -- --
EX - (15,204)
MTM Movement 1,580,102 70,630
9,813,140 438,647
As at September 30 2020
Equity Instruments -- --
Additions 2,822,568 135,032
Disposal -- --
FX -- (1,524)
MTM Movement 2,381,270 112,634
5,203,838 246,142

Price sensitivity
These securities are listed in Jamaica; if prices for equity securities listed in Jamaicamove by 15%

(2020: 15%) respectively with all other variables including tax being held constant, the effects on the
other comprehensiveincome would have been TT$65.8M in 2021 and TT$36.9M in 2020.

FX sensitivity
If the JMD appreciates by 250 basis points againstthe USD, the OCI would increase by TT $4.3M

(2020: increase by TT$2.8M). The average change forthelast three (3) years was 35 basis points
(2020: 27 basis points). Thechangefor 2021 was 51 basis points (2020: 57 basis).
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3

Financial risk management (continued)

C.

Liquidity risk

The liquidity risk is therisk thatthe Group will be unable to generate or obtain sufficientcash or its
equivalentin a timely and cost-effective manner to meet its commitments when they fall due under normal
and stress circumstances and arises fromfluctuation in cash flows. The Group is exposed to dailycalls on
its available cash resources fromovernight deposits, currentaccounts, maturing deposits and fundsunder
management, loan draw downs, guarantees and frommargin and other calls on cash settled derivatives.
The Group does notmaintain cash resources to meet all of these needs as experience shows thata
minimum level of reinvestment of maturing funds can be predicted with ahigh level of certainty.

Liquidity risk management process

The FirstCitizens Group’s liquidity managementprocess is carried out by the Treasury and International
Trade Centre and monitored by the Group’s Asset/Liability Committee (ALCO). The FirstCitizens Group’s
liquidity management framework is designed to ensure thatthere are adequate reserves of cash and other
liquid securities to satisfy currentand prospective commitments arising from either on -statement of
financial position or off-statement of financial position liabilities. The Group relies onabroad range of
funding sources and applies prudentlimits to avoid undue concentration. Currentand projected cash flows
are monitored, together with diversification of funding and contingency planning, and ensuring thatfunding
disturbances are minimised. The Group manages liquidity risk using both expected and contractual cash
flows, by preserving alarge and diversified base of core deposits from retail and commercial customers
and by maintaining ongoing access to wholesale funding. The Group would also be able to meet
unexpected netcash outflows by accessing additional funding sources such as the existing facility with its
parentcompany, asset-backed financing from commercial banks and securities brokers.

Compliance with liquidity policies and risklimits is tracked by First Citizens Group Market Risk Unitand

reported into the Senior Management Enterprise Risk Management Committee and via the First Citizens
Group Enterprise Risk Management Unitto the Board Enterprise Risk Management Committee.
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3 Financial risk management (continued)

C.

Liquidity risk (continued)

The table below analyses financial assets and liabilities ofthe Group by remaining contractual maturities at
the consolidated statementoffinancial position date. The amounts disclosedin the table are the contractual

undiscounted cash flows.

At 30 September 2021

Assets

Cash and due from Banks
Financial assets

- Fair value through other
comprehensiveincome

- Amortised cost

Other assets

Total assets

Liabilities

Borrowings

Funds under management

Securities sold under repurchase
agreements

Loan from parentcompany

Creditors and accrued expenses

Total liabilities

Net liquidity position

Upto1l 1to 3 3to 12 1to5 Over 5
month months month years years Total
$°000 $°000 $°000 $°000 $°000 $°000
265,100 -- -- -- -- 265,100
370,361 57,625 78,714 913,140 1,420,744 2,840,584
12,091 99,548 243,683 2,726,420 2,274,755 5,356,497
31,149 -- -- -- -- 31,149
678,701 157,173 322,397 3,639,560 3,695,499 8,493,330
5,952 -- 744,525 844,776 -- 1,595,253
6,420 -- -- -- -- 6,420
287,712 516,173 2,173,994 421,952 -- 3,399,831
108,316 -- 258,855 -- -- 367,171
109,342 -- -- -- -- 109,342
517,742 516,173 3,177,374 1,266,728 -- 5,478,017
160,959 (359,000) (2,854,977) 2,372,832 3,695.499 3,015,313
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3 Financial risk management (continued)

C.

Liquidity risk (continued)

Upto1l 1to 3 3to 12 1to 5 Over 5
month months month years years Total
$°000 $°000 $°000 $°000 $°000 $°000

At 30 September 2020
Assets
Cash and due from Banks 476,786 -- -- -- -- 476,786
Financial assets
- Fair value through other
comprehensiveincome 626,992 9,654 115,048 709,092 2,277,959 3,738,745
- Amortised cost 141,133 1,099,108 403,096 1,601,127 2,004,138 5,248,602
Other assets 12,828 -- -- -- -- 12,828
Total assets 1,257,739 1,108,762 518,144 2,310,219 4,282,097 9,476,961
Liabilities
Borrowings 12,116 -- 1,015,739 1,013,604 -- 2,041,459
Funds under management 28,240 -- -- -- -- 28,240
Securities sold under repurchase

agreements 553,099 800,744 2,057,965 545,330 -- 3,957,138
Loan from parentcompany -- - -- 278,928 -- 278,928
Creditors and accrued expenses 99,921 -- -- -- -- 99,921
Total liabilities 693,376 800,744 3,073,704 1,837,862 -- 6,405,686
Net liquidity position 564,363 308,018 (2,555,560) 472,357 4,282,097 3,071,275

Assets available to meet all of the Group’s liabilities include cash and due from banks; receivables and liquid debt
securities. In the normal course of business, a proportion of liabilities to customers under securities sold under
repurchase agreements repayable within one year will be extended. The Group’s business model allows for the
management of its liquidity risk using both expected and contractual cash flows. The Group would also be able to
meet unexpected netcash outflows by accessing additional funding sources such as the existing facility with its
parentcompany, asset-backed financing from commercial banks and securities brokers.

(i)

(i)

(iii)

Assets held for managing liquidity risk

The Group holds adiversified portfolio of cash and high-quality highly-liquid securities to support payment
obligations and contingentfundingin a stressed marketenvironment. The Group’s assets held for
managing liquidity risk comprise:

(a) Cash deposits at Bank

(b) Governmentbonds

(c) Secondary sources of liquidity inthe form ofliquid instruments in the Group’s investment portfolios.
Loan commitments

As at 30 September 2021 the Group has no financial instruments thatcommititto taking up new
receivables or other debt securities (2020: nil).

Capital commitments

At 30 September 2021, the Group had capital commitments towards Information Communication
Technology (ICT) projects to the value of $2,634,833 (2020: $7,174,643).
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3 Financial risk management (continued)

d.

Fiduciary activities

The Group provides custody, mutual funds and investment managementservices to third parties which
involve the Group making allocation and purchase and sale decisionsin relationto awide range of financial
instruments. Those assets thatare held in afiduciary capacity are notincluded in these consolidated
financial statements.

Fair value of financial assets and liabilities

0]

Financial instruments not measured at fair value

The table below summarises the carrying amounts and fair values of those financial assets and
liabilities notpresented onthe Group’s consolidated statementoffinancial position attheir fair value.

Carrying value Fair value
Sept 2021 Sept 2020 Sept 2021 Sept 2020
$000 $000 $000 $000
Financial assets
Cash and due from Banks 265,085 476,786 265,085 476,786
Financial assets atamortised
cost 3,939,450 4,077,186 3,947,178 4,204,031
Other assets 31,149 12,828 31,149 12,828
Financial liabilities
Shortterm borrowings
and bank overdraft 1,518,109 1,963,306 1,772,113 2,157,517
Funds under management 6,420 28,240 6,420 28,240
Securities sold under
repurchase agreement 3,356,300 3,897,075 3,423,808 4,005,459
Loan from parentcompany 362,740 268,445 362,740 268,986
Creditors and accrued expenses 109,342 99,921 109,342 99,921

The fair values ofthe Group’s financial instruments are determined in accordance with International
Financial Reporting Standards (IFRS) 9 “Financial instruments: Recognition and Measurement”. The
fair value ofthe borrowings and securities sold under repurchase agreements are based on the fair
value of the financial assets ofthe underlying securities less the accrued interest.

Financial instruments where carrying value is equal to fair value

Due to their liquidity and short-term maturity, the carrying values of certain financial instruments
approximate their fair values. Financial instruments where carryingvalue is approximately equal to
fair value include cash and due from banks.

Cash and due from Banks

This amountrepresents shortterminvestments and bank balances. The fair value of these shortterm
deposits is approximately equal to their carrying amount.

Other assets

Other assets are net of provisionsforimpairment. The estimated fair value ofreceivables represents
the discounted amountof estimated future cash flows expected to be received. Expected cash flows
are discounted at current market rates to determine fair value.

(52)



First Citizens Investment Services Limited And Its Subsidiaries

Notes to the Consolidated Financial Statements (continued)

30 September 2021
(Expressed in Trinidad and Tobago Dollars)

3 Financial risk management (continued)
e. Fair value of financial assets and liabilities (continued)
(i) Financial instruments not measured at fair value (continued)

(ii)

Amortised cost investments

Fair value for amortised costassets is based on market prices or broker/dealer price quotations.
Wherethis information is notavailable, fair value is estimated using a discounted cash flow valuation
methodology where all cash-flows ofthe instruments are discounted atan appropriateyield plus a
creditspread where applicable. The fair value of the amortised cost portfolio is computed for
disclosure purposes only.

Borrowings, Funds under Management and Securities sold under Repurchase Agreements

The aboveinclude maturities ranging from 1 day to 5 years and are subjectto interestreseton a
regular basis. The fair value ofthose amounts with maturities of less than oneyear is approximately
equal to their carrying value. For long termfixed rate liabilities, the fair value of these amounts is
estimated using fair value ofthe underlying securities and accrued finance costto date.

Loan from parent company

The fair value of these facilities is calculated using discounted cash flow analysis of comparable
GORTT borrowing rates for the term indicated, plus aspread consistentwith the parentcompany
creditrating September 2021 $362.7M (2020: $269.0M). These facilities accrues interestrates of 3
months LIBOR plus 275 basis pointand 4%. Thefair value ofthose amounts with maturities of less
than oneyear is approximately equal to their carrying value.

Financial instruments measured at fair value using a valuation technique

The total amount ofthe change in fair value estimated using a valuation technique that was
recognisedin profitorlossduring the period September 2021: $nil (2020: nil).

IFRS 7 specifies ahierarchy of valuation technigues based on whether theinputs to these valuation
techniques are observable or unobservable. Observable inputs reflect market data obtained from
independentsources; unobservable inputs reflect The Group’s market assumptions. These two types
of inputs have created the following fair value hierarchy:-

e Level 1-Quoted prices (unadjusted) in active markets for identical assets or liabilities. This level
includes listed equity securities and debtinstruments on exchanges.

e Level 2-Measurements involvinginputs other than quoted prices included withinlevel 1that are
observable for the asset or liability, either directly (thatis, as prices) orindirectly (thatis, derived
from prices). This level includes debtinstruments.

e Level 3-Measurements involving significantinputs for the assetor liability thatare notbased on
observable market data (thatis, unobservable inputs). This level includes equity investments and
debt instruments with significant unobservable components.
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3 Financial risk management (continued)
e. Fair value of financial assets and liabilities (continued)
(i) Financial instruments measured at fair value using a valuation technique (continued)

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

Level 1 Level 2 Level 3 Total
$'000 $'000 $'000 $'000
As at 30 September 2021
Fair value securities
- Investment securities - debt -- 2,368,082 -- 2,368,082
- Investment securities - equity 439,254 -- 9,517 448,771
Total assets 439,254 2,368,082 9517 2,816,853
As at 30 September 2020
Fair value securities
- Investment securities - debt -- 2,900,886 66,430 2,967,316
- Investment securities - equity 246,644 -- 10,648 257,292
Total assets 246,644 2,900,886 77,078 3,224,608

There were no transfers between Level 1 and Level 2 during theyear. Reconciliation of Level 3items are
as follows:-

Reconciliation of Level 3items

Equity Debt Total
$ $ $
Balance as at 1 October 2020 10,648 66,430 77,078
Fair value movement (1,225) (2,601) (3,826)
Additions 110 17,025 17,135
Exchangedifferences (16) -- (16)
Disposals -- (80,505) (80,505)
Accrued interest -- (266) (266)
Amortisation -- (83) (83)
Balance as at 30 September 2021 9,517 -- 9,517
Reconciliation of Level 3items
Equity Debt Total
$ $ $
Balance as at 1 October 2019 8,421 184,782 193,203
Fair value movement 2,219 (1,326) 893
Additions -- 19,505 19,505
Exchangedifferences 8 - 8
Disposals -- (135,645) (135,645)
Accrued interest -- (1,624) (1,624)
Amortisation -- 738 738
Balance as at 30 September 2020 10,648 66,430 77,078
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3 Financial risk management (continued)

f.

Capital management

The Group’s objectives when managing capital, whichis abroader conceptthan the ‘equity’ on the face of
the statement of financial position, are:

e Tocomply with the Securities Exchange Commission repo guidelines

e Tocomply with the capital requirements set by the regulators ofthe securities markets where the Group
operates;

e Tosafeguard the Group'’s ability to continue as a going concern so thatitcan continue to provide
returns to shareholders and benefits for other stakeholders;

e Toensure that the Group can remain solventduring periods of adverse earnings or economic decline;
and

e Toensurethatthe Group is adequately capitalised to cushion depositors and other creditors agai nst
losses.

Capital adequacy and the use ofregulatory capital are monitored daily by the Group’s management,
employingtechnigues based on the requirements ofthe Trinidad and Tobago Securities and Exchange
Commission (the Commission), for supervisory purposes. Therequired information is filed with the
Commission on aregular basis as required.

The Commission requires each securities company to hold the minimum paid up share capital of Five Million
Trinidad and Tobago dollars. In additionto the minimum level ofregulatory capital, the Group’s management
also monitors capital adequacy using relevant national and international benchmarks. Capital adequacy
calculations arereported monthly to the Group’s Risk and Portfolio Strategy Committee, the Risk
Management Committee and the Board of Directors.

The Group complied with all ofthe externally imposed capital requirements to which itis subject for the
periods ending 30 September 2021 and 30 September 2020.
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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 liabilities within the next
financial year. Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the circumstances:

a.

Financial assets at fair value through other comprehensive income

The Group uses the discounted cash flow method to determine the fair value of fair value through other
comprehensiveincome financial assets nottraded in active markets. The discounted cash flow method discounts
the cash-flows ofthe financial assets atan appropriateyield plus acreditspread where applicable. The carrying
amount of fair value of fair value through other comprehensive income financialassets would decrease by
$125.45M if the discountrate used in the discounted cash flow analysis is increased by 100 basis points from
management’s estimates (2020 - $158.13M).

The Group’s creditspread methodology utilises gradienttenorsand currency specific spreads. The appropriate
creditspread forthe agency or corporate fixed income security is determined using a cubic spline interpolation of
the appropriate currency and creditrating category in the credit spread matrix based on the remaining tenor ofthe
facility. This singular creditspread is then added to the discount spotrates to value the facility using the discounted
cashflowmethod. In June 2017 Group Market Risk revised this methodologyto reflectthe creditrisk ofthe facility
as the creditrisk on aper cash flowbasis, and no longer on the full maturity ofthe facility. This resulted in moving
from applying asingle creditspread based on termto maturity, to multiple creditspreads based on each cash
flow’s term to maturity.

There were no changes to the Credit Spread Methodology thisyear.
The models used to determine fair values are validated and periodicallyreviewed by experienced personnel at
Group Market Risk.

The Group recognises equity financial instruments in other comprehensive income to facilitate its business
activities and for portfolio diversification. These shares are traded in an active market and are recognised in level 1
(see note 3.e.ii). Equity financial instruments which are quoted was valued at $438.6M as at September 2021
(2020: $246.1M).

Included in the Group’s financial assets at Fair value through other comprehensive income are equity shares
held for strategic business operations:

e Equity shares held with TTSE are nottraded and are recognized in level 3 (see note 3.e.ii). Theshare
priceis determined using the Dividend Discount Model (DDM), which values a share’s price based on its
predicted future dividend payments and discounting them back to presentvalue. An average dividendis
used over a ten-year period to mitigate against fluctuation in the annual dividends. The costof equity is
determined using the costofequity for the US market and adjusting itby a country risk premium. The
expected growth rateis calculated using a ten-year trend ofreturn of equity by the payoutratio for the
dividends received. Ifthe costof equity was to move by 1%, the price ofthe shares will fall to $26.23
resulting in a$6.41 pricereduction.

e Equity shares held with the security exchange in other jurisdictions in which the Group operates are also
nottraded and recognized in level 3 (seenote 3.e.ii). The share prices are determined using the current
shareholders’ value againstthe number of issued shares.

Measurement of the expected credit loss allowance

The measurement of the expected creditloss allowance for financial assets measured amortised costand fair
value through other comprehensiveincome is an area that requires the use of complex models and significant
assumptions about future economic conditions and credit behaviour (e.g. thelikelihood of debtinstruments
defaulting). Explanation of the inputs, assumptions and estimation techniques used in measuring ECL is further
detailed in note 3.a.vii. the main sensitivity to the ECL is in the macroeconomic overlay scenarios which are
explained in note 3.a.viii.
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4 Critical accounting estimates and judgements in applying accounting policies (continued)
b. Measurement of the expected credit loss allowance (continued)

A number of significant judgements are also required in applying the accounting requirements for measuring ECL,

such as:

e Determining criteriafor significantincrease in creditrisk;

e Choosing appropriate models and assumptionsfor the measurement of ECL;

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

e Establishing groupsofsimilar financial assets for the purposes of measuring ECL.

c. 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 contractspecification for North
American corporateissuers. The Loss Given Defaultrate on sovereigh senior unsecured bonds is estimated to be
48% based on the average Loss Given Default rate on Sovereigh bondsduringthe period 1983to 2019 as
reported by Moody’s Investors Service.

d. Purchase Originated Credit-Impaired (POCI)

POCI financial assets are those for which one or more events that have a detrimental impacton the estimated
future cash flows have already occurred. Indicators include:

* Borrower orissueris experiencingsignificant financial difficulty;

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

* The grantingofan uncustomary concession(s) by the lender(s) as a result ofthe borrower's financial
difficulty;

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

* The loss ofan active market for that financial asset because of financial difficulties; or

* The purchaseororiginationofafinancial assetat a deep discountthatreflects theincurred creditlosses.

The POCI instruments held are GovernmentofBarbados (GoB) Series D bonds, which were received in 2018.
Thesebonds have aduration of 35years which attractacouponof1.5% fromissuance throughyear five, 4.25%
from years six to ten, 6% from years eleven to fifteen and 7.5% from year sixteen to maturity.

The GoB Series D bonds amortised price as at 1 October 2020 was 75.72 (1 October 2019: 69.76), the effective
interest rate was determined at 7.56% for 2018 to 2021 using an adjusted blended yield curve. However,
because these bonds have been recognised as POCI, the effective interestrate needed to be adjusted to reflect
the expected cash flows- netofexpected creditlosses. Lifetime expected creditlosses were used in the
estimated cash flows for the purposes of calculating the effective interestrate — resulting in acredit-adjusted
effective interestrate (CAEIR). As at September 2021, the CAEIR is 6.55% (2020: 6.55%).

The Expected CreditLosses which areimplicitin the CAEIR needed to be adjusted based on therepayments
and changes to the expected cash flow projections dueto changes in Probability of Default
Assumptions/Macro-economic overlay scenarios (see Note 3.a.v). The ECL unwound gain stood atBBD 1.87
as at September 2020 (2020: BB 3.04). The POCI carrying value for the GoB Series D bonds was BBD 81.07
(2020: BBD 75.72) and the face value BBD 131,997,672 as at September 2021 (2020: BBD 131,997,672).
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4 Critical accounting estimates and judgements in applying accounting policies (continued)

d.

Valuation of Government of Barbados (GoB) Series D Instruments

As at 1 October 2018, the GovernmentofBarbados instruments received in the debt exchange, were classified at
initial recognition as POCI, for which the carrying value was determined by discounting the expected cashflows
using asuitable yield curve. Management used judgementin the construction ofthe curve but using a methodology
that capture a market participant’s perspective. This took into consideration the risk appetite, and compensations
thereof, of investors who participated in similar restructures of sovereign debtand the resulting observations of
theiryield curves, post—restructure. The curve was constructed using the inputs obtained up to the fifteenth year
pointfrom FCIS Research and Analytics Department’s market reads process. Due to the limitation of available data
beyond thefifteenth year point, another sovereign of similar creditrating thatunderwent arestructure was
combined throughinterpolation/extrapolation to produce ablended curve.

e. Fair valuation of properties
The best evidence of fair value is currentprices in an active market for similar lease and other contracts. Inthe
absence of such information, the Company determines the amountwithin arange ofreasonable fair value
estimates. In making the judgement, the Company considersinformation from avariety of sources including:
e Current pricesin an active market for properties of different nature, condition or location (or subjectto different
lease or other contracts), adjusted to reflectthose differences;
e Recent prices of similar properties in less active market, with adjustments to reflect any changesin economic
conditions since the date ofthe transactions thatoccurred atthose prices; and
e Discounted cash flow projections based on reliable estimates of future cash flows, derived fromthe terms ofany
existing lease and other contracts and (where possible) from external evidence such as current market rents for
similar properties in the samelocation and condition, and using discountrates thatreflect current market
assessments ofthe uncertainty in the amount.
e The Bank engaged external,independentand qualified valuators to determine the fair value of The Group’s land
and buildings atleast every three years. The valuations were performed as at September 2021.
5 Cash and due from Banks
2021 2020
$000 $000
Cash and due from Banks 261,914 470,475
Short-terminvestments 3,171 6,311
265,085 476,786
Short-terminvestments:
- Maturity within 3months 727 718
- Maturity over 3 months 2,444 5,593
3,171 6,311

The average effective interestrate on cash and due from bank was 0.22% (2020: 0.17%).

Cash and cash equivalents include the following for the purposes ofthe consolidated statementof cash flow:

Cash and due from Banks 261,914 470,475
Short-terminvestments — maturity within 3 months 727 718

Due from banks

262,641 471,193
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6 Financial assets - fair value through other comprehensive income
2021 2020
$’000 $’000
Debt securities
Listed 2,368,082 2,900,886
Unlisted -- 66,430
2,368,082 2,967,316
Less provision forimpairment (8,529) (4,833)
2,359,553 2,962,483
Equity securities
Listed 444,560 246,142
Unlisted 3,604 10,648
Subtotal equities 448,164 256,790
2,807,717 3,219,273

Included in listed debt securities are GORTT and state owned enterprises debt securities $411M (2020: $418M).

The movementin financial assets held atfair value through other comprehensive income may be summarised as

follows:

2021 2020

$°000 $°000
At start ofyear 3,219,273 3,642,013
Exchangedifference (4,989) 10,129
Additions 189,935 1,019,568
Disposals (659,928) (1,552,145)
Gains fromchangesin fair value 67,036 99,864
Costreallocation 110 --
Net movementin provisions (3,720) (156)
At end ofyear 2,807,717 3,219,273

As at 30 September 2021, there were no securities pledged under the Company's bank overdraftand shortterm
borrowings (2020: nil). At the statement of financial position date, all repurchase agreements were securitised by an
underlying security.

Included in these are financial assets amounting to $2.21B (2020: $2.95B) that have been pledged to third parties under
sale and repurchase agreements.

Included in these pledged assets, are financial assets amounting to $1.5B (2020: $1.59B) where the title was
transferred under securities sold under repurchase agreements.
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7 Financial assets - amortised cost

2021 2020

Debt securities $°000 $°000
Listed 1,734,442 1,801,424
Unlisted 2,235,000 2,314,291
3,969,442 4,115,715
Less provisionforimpairment (29,992) (38,529)
3,939,450 4,077,186

Included in listed securities amountare GORTT and state owned enterprises debt securities $2.2B (2020: $2.2B).

The movementin financial assets held atamortised cost for the year may be summarised as follows:

2021 2020

$°000 $°000
At beginning ofyear 4,077,186 4,043,138
Exchange differences (6,802) 6,603
Additions 452,425 293,176
Redemptions (617,279) (290,739)
Movement on GoBPOCI bonds 24,098 26,837
Default in Needham's bond (6,820) --
Reclassification from POCI (509) --
Net amortisation of discounts 9,540 16,226
Amortisation of unrealised gains on reclassified assets (844) (2,691)
Movement of provision forimpairment 8,455 (15,364)
At end ofyear 3,939,450 4,077,186

Included in these are financial assets amounting to $2.9B (2020: $3.29B) that have been pledged to third parties under
sale and repurchase agreements. These amounts do notinclude ECL provision.

Included in these pledged assets, are financial assets amounting to $2.5B (2020: $2.83B) where title was transferred
under securities sold under repurchase agreements.
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8 Financial assets - fair value through profit or loss
2020 2019
$’000 $’000
Listed equity 607 502
607 502
The movementforthe year may be summarised as follows:
At start of year 502 543
Additions -- --
Disposals -- (19)
Gain/(loss) fromchanges in fair value 107 (23)
Exchangedifferences (2) 1
607 502
9 Intangible assets

This comprises an investmentin computer software broughtinto use as at February 2021 as well as software
currently in work in progress as at September 2021.

Movements are as follows: 2021 2020
$°000 $°000

At beginning ofthe year 6,430 2,116
Additions: Work-in-Progress 3,870 4,314
Additions: Software 1,589 --
Disposals (25,653) --
Disposal —Accumulated depreciation 25,653 -
Reclassificationto prepayments (2,115) --
Amortisation (984) --
At end ofyear

8,790 6,430
Cost 9,774 32,082
Accumulated amortisation and impairment (984) (25,652)
Net book amount

8,790 6,430
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10

Property and equipment

Year ended 30 September 2021

Opening netbook amount
Additions

Disposals

Revaluation

Depreciation charge
Depreciation charge on disposal

Closing net book amount

At 30 September 2021

Cost/revaluation
Accumulated depreciation

Net book amount

Office
Land & Leasehold equipment & Motor Computer Work in

building improvements furniture vehicles equipment progress Total

$°000 $°000 $°000 $°000 $°000 $°000 $°000
52,577 861 894 1,608 311 56,251
-- -- 95 710 317 1,122
-- (13) (672) (638) (321) (1,644)
(6,413) -- -- -- -- (6,413)
(3,823) (748) (195) (683) (273) (5,722)
-- 11 671 424 283 1,389
42,341 111 793 1421 317 - 44,983
53,226 6,224 13,890 3,206 2,753 - 79,299
(10,885) (6,113) (13,097) (1,785) (2,436) - (34,316)
42,341 111 793 1421 317 - 44,983
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10

Property and equipment (continued)

Year ended 30 September 2020
Opening netbook amount
Additions

Disposals

Transfer

Depreciation charge
Depreciation charge on disposal
Exchangedifference

Closing net book amount

At 30 September 2020

Cost/revaluation
Accumulated depreciation

Net book amount

At 30 September 2019

Cost/revaluation
Accumulated depreciation

Net book amount

Office
Land & Leasehold equipment & Motor Computer Work in

building improvements furniture vehicles equipment progress Total

$°000 $°000 $°000 $°000 $°000 $°000 $°000
53,190 1,479 584 1,774 497 308 57,832
216 -- 257 932 81 155 1,641
-- -- (115) (2,195) (64) -- (2,374)
-- 331 289 -- -- (463) 157
(829) (954) (236) (768) (267) -- (3,054)
-- -- 115 1,865 64 -- 2,044
-- 5 -- -- -- -- 5
52,577 861 894 1,608 311 -- 56,251
59,639 6,237 14,459 3,135 2,764 -- 86,234
(7,062) (5,376) (13,565) (1,527) (2,453) -- (29,983)
52,577 861 894 1,608 311 -- 56,251
59,423 5,893 14,176 4,397 2,746 308 86,943
(6,233) (4,414) (13,592) (2,623) (2,249) -- (29,111)
53,190 1,479 584 1,774 497 308 57,832
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10 Property and equipment (continued)

a. Recognised right of use asset

2021 2020
$000 $°000
Opening netbook amount 1,905 2,707
Additions -- --
Depreciation (636) (802)
Closing netbook amount 1,269 1,905

The statement of income reflects the followingamountrelating to leases:-
Interest Expenses (included in finance cost) 57 694
Expenses related shortterm leases (included in rent paid) -- 4
57 698

b. Recognised fair value measurements
(i) Fair value hierarchy

This note explains the judgements and estimates made in determining the fair values of the non -
financial assets thatare recognised and measured at fair value in the consolidated financial
statements. To provide an indication aboutthe reliability ofthe inputs used in determining fair value,
the Group has classified its non-financial assets carried atfair value into the three levels prescribed
under the accounting standards.

2021 2020
Level 3 $000 $000
Land and building 8,214 8,729
Building on lease land 15,900 25,750
Freehold land 1,777 1,650
A A

The Group’s policy is to recognise transfers into and transfers out of fair values hierarchy levels as at
the end ofthe reporting period. There were no transfers between levels 1 and 2 for recurring fair value
measurements during theyear. Note 10 — PPE: Land and Building includes leasehold land $8.45M and
$8M.

(i)  Valuation techniques used to determine level 2 and level 3 fair values

As at 30 September 2021, the Group’s freehold premises were stated at revalued amounts
determined by management. Valuations were made on the basis of open market value. Open market
values are determined by considering the current market condition. Changes in fair value are
recorded in the statement of comprehensiveincome. The Group’s policy is to obtain independent
valuations for its freehold land and buildings atleastevery three years.

At the end ofeach reporting period, managementupdates the assessment of the fair value of each

property, taking into accountthe mostrecentindependentvaluations. Managementdetermines a
property’s value within arange ofreasonable fair value estimates.
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10

11

12

Property and equipment (continued)

Recognised fair value measurements (continued)

(ii)

(iii)

Valuation techniques used to determine level 2 and level 3 fair values (continued)

The basis of valuation is the market value, which is defined as the estimated amount for which an
asset or liability should exchange on the valuation date between a willing buyer and awilling seller in
an arm’s length transaction after proper marketing and where the parties had each acted
knowledgeably, prudently and without compulsion.

Transfer between level 2 and 3 and change in valuation techniques

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

Level 3 fair values ofland and retail units have been derived using the sales comparison approach.
Commercial rental income of comparable land and buildings in close proximity are adjusted for
differences in key attributes such as property size. The most significantinputinto this valuation
approach is price per square foot.

If freehold premises were stated on the historical costbasis, theamountwould be as follows:

2021 2020
$000 $000
Cost 44,638 50,648
Accumulated depreciation (10,885) (7,062)
Net book amount 33,753 43,586
Lease liabilities
Operating lease commitment 1,905 2,013
Interest in rights of use asset 57 (108)
Repayment of principal on rightsofuse asset (751) --
Lease liability 1,211 1,905
Current lease liability 729 729
Non-currentlease liability 482 1,176
1,211 1,905
Other assets
2021 2020
$000 $000
Prepayments 10,265 5,467
Fees and coupons receivable 14,187 11,864
Due fromparentcompany -- 12
Amounts due from brokers 1,133 518
Other receivables 15,829 434
41414 18,295

Otherreceivables include dividends recognised atan ex-div date of 22 September 2021 and other receivables of
TT$6.8M represents amounts receivable from the Governmentof Barbados, net of an ECL amount of TT$0.8M.

(65)



First Citizens Investment Services Limited And Its Subsidiaries

Notes to the Consolidated Financial Statements (continued)

30 September 2021
(Expressed in Trinidad and Tobago Dollars)

13 Borrowings

2021 2020

$000 $000
Medium term borrowings 275,251 443,258
Shortterm borrowings 1,242,858 1,520,048
1,518,109 1,963,306

Medium term borrowings represent unsecured borrowings: US$11.09M, and TT$200M from clients for a period of
oneto three years (2020: US$36.09M and TT$200M). These debt instruments accrue interestat an average rate

forthe year ended September 2021 0f2.9% USD and 3.3% TTD (2020: 2.6% USD and 3.3% TTD).

Shortterm borrowings represent 2 facilities which are secured by the Group’s investment securities: Principal
US$120M (2020: US$120M) and Principal US$65M (2020: US$65M). Average interestrate 2.93% (2020: 3.2%).
The market value of theinvestment security held as collateral for these facilities amounted to $1,772M at

September 2021 (2020: $2,157M) (Note 3 e (i)).

14 Securities sold under repurchase agreements

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

2021 2020
$000 $000
Invested principal 3,310,796 3,846,564
Accrued interest 45,504 50,511
3,356,300 3,897,075
Public institutions 1,124,786 1,593,927
Private institutions 1,166,716 1,224,238
Consumer 1,064,798 1,078,910
3,356,300 3,897,075
Current portion 2,950,082 3,375,879
Non-currentportion 406,218 521,196
3,356,300 3,897,075
Thesefinancial instruments accrue interest atrates between 0.03% and 4.83% (2020: 0.10% and 4%).
15 Creditors and accrued expenses
2021 2020
$000 $000
Accrued expenses 11,410 8,600
Due to brokers 3,455 3,927
Other liabilities 67,373 62,620
Related parties 27,104 24,774
109,342 99,921

Balances due to related parties include an amountof $22.8M (2020: $22.9M) 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
pursuantto the Liquidity Support Agreementdiscussedin Note 3.a.ix. Other liabilities balance as at 30 September
2021 includes amounts due for Equity and Bond settlements $22.2M (2020: $47.4M) and an amount of $26.06M
relating to discontinued products which were reclassified fromfunds under managementto other liabilities.
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16 Loan from parent company

Loan from parentcompany

This comprises two loan facilities:

2021 2020
$000 $000
362,740 268,445

1) Unsecured Medium Term US facility approved for US$40M, at a rate of4%. Drawn down balance as at
September 2021: US$39.2M (2020: US$39.2M at 4%), repayable March 2022.

2) Lineofcreditapproved for US$25M at a rate of 2.8815%. Drawn down balance as at September 2021:

US$15M (2020 nil).

17 Deferred tax

Deferred taxes are calculated on all temporary differences under the liability method using tax rates of 30% for

Trinidad and 5.5% for Barbados (2020: 30% and 5.5%).

The movementon the deferred tax accountis as follows:

At beginning of year
Statement of income charge (Note 29)
Fair value reserves (Note 19)

2021 2020
$000 $000
120,387 91,355
(26,150) 27,670
18,990 1,362
113,227 120,387

Deferred tax assets and liabilities, the deferred tax charge/creditin the statement ofincome and fair value reserve

are attributable to thefollowingitems:

Opening (Credit) / Charge Closing
balance Sept Fair value to statement of balance Sept
2020 reserves income 2021
$°000 $°000 $°000 $°000

Financial assets at fair value

through profitorloss (231) -- 231 --
Fair value re-measurement - (173) (188) (361)
Corporate tax losses -- -- (559) (559)
Accelerated tax depreciation -- -- (66) (66)
Unrealised exchangelosses -- -- (12) (12)
Provisions (129) -- 129 --
Deferred tax asset (360) (173) (465) (998)
Fair value re-measurement 74,109 19,416 (748) 92,777
Amortisation 1,359 (253) 394 1,500
Unrealised exchange gains 6,401 -- 25 6,426
Adjustmentto zero coupon

maturity (1,466) -- 1,466 --
Zero coupon instruments 36,946 -- (25,356) 11,590
Accelerated tax depreciation 3,398 -- (1,482) 1,916
Fair value on fair value through profitand
lossfinancial assets -- -- 16 16
Deferred tax liability 120,747 19,163 (25,685) 114,225
Net deferred tax liability 120,387 18,990 (26,150) 113,227
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17

Deferred tax (continued)

Financial assets at fair value
through profitorloss

Provisions

Deferred tax asset

Fair value re-measurement

Amortisation

Unrealised exchange gains
Adjustmentto zero coupon

maturity

Zero coupon instruments
Accelerated tax depreciation
Adjustmentfor Barbados
branch restructuring
Deferred tax liability

Net deferred tax liability

Deferred tax assets are expected to be recovered as follows:

Within 12 months
After 12 months

Deferred tax liabilities are expected to be realised as follows:

Within 12 months
After 12 months

At end ofyear

(Credit) / Charge Closing
Opening balance Fair value to statement of balance Sept
Sept 2019 reserves income 2020
$°000 $°000 $°000 $°000
(222) -- (9) (231)
(129) -- -- (129)
(351) -- (9) (360)
44,811 29,564 (266) 74,109
3,253 (1,894) -- 1,359
6,213 -- 188 6,401
- - (1,466) (1,466)
35,926 -- 1,020 36,946
1,554 -- 1,844 3,398
(51) - 51 -
91,706 27,670 1,371 120,747
91,355 27,670 1,362 120,387
2021 2020
$000 $000
998 360
998 360
1,916 3,398
112,309 117,349
114,225 120,747
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18

19

Share capital

The total authorised number of shares are issued and fully paid. These shares are nottraded in an open market
and during the year there were no movements in each type and/or class ofshare.

2021 2020
$°000 $°000
Authorised
An unlimited number of shares at par value
Issued and fully paid
637,697,000 ordinary shares ofno par value 637,697 637,697

Fair value reserves

i Fair value reserve — Fair value through other comprehensive income
For debt financial assets the fair value reserve comprises the cumulative net change in the fair value ofthe fair
value through other comprehensive income financial assets, net deferred tax, until the assets are
derecognised orimpaired. For equity financial assets, any movementin fair value is recognised through other
comprehensiveincome and are notrecycled to the Statement of Income.

ii  Fair value reserve — Amortised cost
The fair value reserve comprises the cumulative gains on amortised costfinancial assets, netdeferred tax.
These gains are being amortised during the life ofthe relevantinstruments. These related to instruments
previously classified as AFS which were reclassified to HTMunder the temporary guidance allowed under IAS
39 re reclassifications.

iii  Fair value reserve - Land and buildings

The fair value reserve comprises of the net fair value of the Group’s land and building, which are valued by an
independentvaluator every three years.
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19 Fair value reserves (continued)

Financial assets - fair value through other comprehensive
income

Financial assets - amortised cost

Land and building

Foreign exchange

Financial assets - fair value through other comprehensive income

At beginning ofyear

Net gain fromchanges in fair value

Deferred tax charge (Note 17)

Deferred tax due to changein effective tax rates
Prior period adjustment 2019/2020
Exchangedifferences

At end ofyear

Financial assets - amortised cost

At beginning of year

Adjustment

Adjustmentto deferred tax
Amortisation

Deferred tax on amortisation (Note 17)

At end ofyear

Land and building

At beginning ofyear
Deferred tax on building revaluation
Net losses fromchanges in fair value

At end ofyear

Foreign exchange reserve

At beginning of year
Exchange differences

At end ofyear

20 Interest income

Amortised cost
Fair value through other comprehensive income
Other

2021 2020
$000 $000
222,121 174,365
2,144 2,735
588 991
224,853 178,091
174,365 104,060
67,036 99,864
(19,740) (29,564)
324 --
150 --
(14) 5

222,121

2,735
(844)
253

174,365

7,155
(3,624)
1,087
(2,691)
808

2,144

2,735

991 991

173 --
(576) --
588 991
207,197 209,114
92,847 131,165
2,282 4,423
302,326 344,702
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21 Interest expense

Securities sold under repurchase agreements
Borrowings

Loan from parentcompany

Other

22 Fees and commissions

Capital Markets - placement fees
Brokerage and Advisory - other
Wealth Management

Brokerage & Advisory - equity
Portfolio Management

Other

2021
$000

72,226
54,375
10,755

1,078

2020
$000

89,791
70,488
12,238

1,016

138,434

173,533

All fees and commissions are recognised over time, exceptfor Capital Markets placementfees which are

recognisedata pointin time.

23 Gain on financial assets

Net realised loss on fair value through profitorloss
Net realised gains on bonds

24 Other income

Bank interestincome
Other

Rental income
Dividend income

25 Impairment gain/(loss) on financial assets

Write back/(write off) of impairmentallowances
Net gains on derecognition of financial assets
Gain on POCI assets

Foreign exchange difference

26 Impairment loss on non-financial assets

Otherimpairment
Impairmentdue to revaluation on building

6,369 7,368

-- 903
24,261 5,221
3,964 3,182
72,462 61,026
1 99
107,057 77,799
(18) (42)
15,833 13,295

15,815

62

669
259
11,836

13,253

80
911
262
297

12,826

1,550

1,592 (17,458)
3,144 1,938
8,409 13,890
6 42
13,151 (1,588)
(717) (438)
(5,837) -
(6,554) (438)
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27

28

29

Administrative expenses

Staff costs (Note 27.a)
Depreciation
Amortisation

a. Staff costs

Wages and salaries
Pension

National insurance
Other

Other operating expenses

Information technology expenses

Office expenses

Consultancy &other professional services
Management charges

Other expenses

Taxation

Corporation tax
Prior year under/(over) provision
Deferred tax (Note 17)

2021 2020
$000 $000
32,247 32,943

6,358 3,054
984 -
39,589 35,997
22,757 22,888
2,955 2,261
1,061 1,027
5,474 6,767
32,247 32,943
5,871 3,426
6,108 6,552
6,723 9,780
22,589 12,000
8,407 5,597
49,698 37,355
66,531 34,805
1,681 (1,250)
(26,150) 1,362
42,062 34,917

The tax on profitbefore tax differs fromthe theoretical amountthatwould arise using the basic rate of tax as

follows:

Profit before tax

Tax calculated at tax rates applicable to profits in respective countries

Income exempt from tax

Expenses notdeductible for tax purposes
Under/(over) provision prior year

Net effect of other charges and allowances
Effects of differenttax rates

214,891 189,384
63,312 55,041
(42,810) (30,727)
41,297 16,736
1,681 (1,250)
(21,772) (5,852)
354 69
42,062 34,917
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30 Assets under management

Assets under management, which are notbeneficially owned by the Group, but which are managed by the Group
on behalfof investors are listed below at carrying amount.

2021 2020
$000 $000
Off-consolidated statement offinancial positioninvestments
17,409,340 15,618,590

31 Related party transactions

Parties are considered to berelated if one party has the ability to controlthe other party or exercise significantinfluence
over the other party in making financial or operational decisions.

A number oftransactions are entered into with related parties in the normal course of business. Theseinclude purchase
of investment securities and securities sold under repurchase agreements.

2021 2020
$°000 $°000
a. Directors and key management personnel
Statement of financial position
Securities sold under repurchase agreements (6,830) (707)
(6,830) (707)
Statement of income
Interest expense (15) (13)
Salaries and other short-term employee benefits (5,859) (6,308)
(5.874) (6,321)
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31 Related party transactions (continued)

b. Related companies

The following related party transactions areincludedin the consolidated statement of financial position and
consolidated statementofincome for September 2021:

Related
Parent companies GORTT
$°000 $°000 $°000
Statement of income
Interest income 265 15 63,716
Interest expense (10,755) (4,380) --
(10.490) (4,365) 63.716
Statement of financial position
Assets
Cash and cash equivalents 125,545 14,315 --
Financial assets 195 -- 1,572,213
Liabilities
Securities sold under repurchase agreements -- (370,571) --
Creditors and accrued expenses (26,034) (974)
Loan from parentcompany (362,740) -- --
(263.034) (357,230) 1,572,213

The following related party transactions areincludedin the consolidated statementoffinancial position and
consolidated statementofincome for September 2020:

Related
Parent companies GORTT
$°000 $°000 $°000
Statement of income
Interest income 108 7 57,895
Interest expense (12,238) (5.634) --
(12,130) (5,627) 57,895
Statement of financial position
Assets
Cash and cash equivalents 353,650 20,780 -
Other assets -- 12 --
Financial assets -- -- 1,353,705
Liabilities
Securities sold under repurchase agreements -- (339,041) --
Creditors and accrued expenses (23,066) (1,554) --
Loan from parentcompany (268,445) -- --
62.139 (319.803) 1,353,705
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32 Contingent liabilities

At the consolidated statementoffinancial position date, there were no contingentliabilities (2020: nil).

33 Subsequent events

There were no events after the Consolidated Statement of financial position date which were material to the
financial statements and should have resulted in adjustmentto the financial statements or disclosures when the
financial statements were authorised forissue.
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