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RBTT BANK (SKN) LIMITED

Statement of management responsibilities

Management is responsible for the following:

. Preparing and fairly presenting the accompanying financial statements of RBTT Bank (SKN) Limited which
comprise the statement of financial position as at October 31%, 2016 and the statements of income or loss and
other comprehensive income or loss, of changes in shareholder's equity and of cash flows for the year then
ended, and a summary of significant accounting policies and other explanatory information:

. Ensuring that the Bank keeps proper accounting records;

. Selecting appropriate accounting policies and applying them in a consistent manner;

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

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

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

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

In preparing these audited financial statements, management utilised the International Financial Reporting
Standards, as issued by the International Accounting Standards Board. Where International Financial Reporting
Standards allows alternative accounting treatments, management chose those considered most appropriate in the
circumstances,

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

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

Weop~——

? =
Managing Director Head - Finance
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INDEPENDENT AUDITORS’ REPORT

To the Shareholders of
RBTT Bank (SKN) Limited

We have audited the accompanying financial statements of RBTT Bank (SKN) Limited which comprise
the statement of financial position as at October 31, 2016 and the statements of income or loss and other
comprehensive income or loss, changes in equity and cash flows for the year then ended, and notes,
comprising a summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with International Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditors consider internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

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

Registered office: PricewaterhouseCoopers East Caribbean, 20 Micoud Street, Castries, St. Lucia, West Indies

Head office: PricewaterhouseCoopers East Caribbean, The Financial Services Centre, Bishop’s Court Hill,
P.O. Box 111, St. Michael, BB14004, Barbados, West Indies
T: +(246) 626-6700, F: +(246) 436-1275 www.pwc.com/bb

A full isting of the partners of PricewaterhouseCoopers East Caribbean Firm is available upon requast from the Head office. Please see www pwc com/structure for further
details.
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Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of
RBTT Bank (SKN) Limited as at October 31, 2016 and its financial performance and its cash flows for
the year then ended in accordance with International Financial Reporting Standards.

' -
\ m&m&m&ﬁm:._c:aum
May 31, 2017
Castries, St. Lucia



RBTT BANK (SKN) LIMITED

Statement of financial position

As at October 31,2016

(Expressed in Eastern Caribbean Dollars)

Assets
Cash and cash equivalents

Statutory deposits with Central Bank
Loans and advances to customers

Investment securities
Intangible assets
Premises and equipment
Deferred tax asset
Income tax recoverable
Other assets

Total assets

Liabilities

Customers’ deposits

Due to affiliated companies
Other liabilities

Total liabilities

Equity

Share capital

Share premium
Statutory reserve
Revaluation reserve
Retained earnings
Total equity

Total equity and liabilities

Notes

~3 3y b e

<0
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October 31, October 31,
2016 2015

5 g
14,833,491 16,063,827
3,350,000 3,855,000
53,175,003 61,458,340
2,864,105 2,710,850
345,328 463,009
1,629,670 1,744,426
065,794 766,672
150,973 490,700
732,494 937,912
78,048,858 88,490,826
54,379,648 64,132,232
- 60,920

4,324,042 5,312,441
58,703,690 69,505,593
5,001,222 5,001,222
1,941,734 1,941,734
5,644,965 5,644,965
107,095 (33,667)
6,650,152 6,430,979
19,345,168 18,985,233
78,048,858 88,490,826

On May 30", 2017, the Board of Directors of RBTT Bank (SKN) Limited authorized these financial statements for

issue.

Qﬂwﬁ’ Director

Isaac Solomon

The notes on pages 8 — 64 form an integral part of these financial statements.

tor

Chad Allen



RBTT BANK (SKN) LIMITED

Statement of income or loss and other comprehensive income or loss

For the year ended October 31, 2016

(Expressed in Eagtern Caribbean Dollars)

Notes October 31, October 31,
2016 2015
$ $
Interest income 13 5,518,872 5,254,668
Interest expense 14 (971,639) (1,416,490)
Net interest income 4,547,233 3,838,178
Non interest income 15 1,049,615 1,244,010
Total revenue 5,596,848 5,082,188
Impairment losses on loans and advances 5.2 (1,540,614) (863,023)
Other operating expenses 16 (3,695,687) (4,052,233)
Total non-interest expenses (5,236,301) (4,915,256)
Incomebefor etaxation 360,547 166,932
Taxation charge 17 (141,374) (285,160)
Net income (loss) after taxation 219,173 (118,228)
Other comprehensiveincome/(loss)
I[temsthat may bereclassified subsequently to profit or loss
Changesin the fair value of AFS Investments 210,093 (58,139)
Tax impact (69,331) 19,186
Other comprehensive income/(loss) for the year, net 140762 (38.953)
of taxes
Total comprehensiveincome (10ss), net of taxation 359,935 (157,181)
Basic and diluted gain (loss) per share 18 0.04 (0.02)

The notes on pages 8 — 64 form an integral part of these financial statements.



RBTT BANK (SKN) LIMITED

Statement of changesin equity
For the year ended October 31, 2016

(Expressed in Eagtern Caribbean Dollars)

Y ear Ended:
October 31, 2016

Balance at November 1, 2015
Net income after taxation
Other comprehensive income
Total comprehensive income
Balanceat end of year

Y ear Ended:
October 31, 2015

Balance at November 1, 2014
Net loss after taxation

Other comprehensive loss
Total comprehensive loss
Share Capital Adjustment
Balanceat end of year

Share Share Statutory Revaluation Retained Total
capital premium reserve reserve earnings equity
$

5,001,222 1,941,734 5,644,965 (33,667) 6,430,979 18,985,233
- - - - 219173 219,173
- - - 140,762 - 140,762
- - - 140,762 219,173 359,935

5,001,222 1,941,734 5,644,965 107,095 6,650,152 19,345,168

5,001,217 1,941,734 5,644,965 5,286 6,549,207 19,142,409
- - - - (118,228) (118,228)
- - - (38,953) - (38,953)
- - - (38,953) (118,228) (157,181)
5 - - - - 5

5,001,222 1,941,734 5,644,965 (33,667) 6,430,979 18,985,233

The notes on pages 8 — 64 form an integral part of these financial statements.



RBTT BANK (SKN) LIMITED

Statement of cash flows
For the year ended October 31, 2016

(Expressed in Eagtern Caribbean Dollars)

Cash flows from operating activities

Income before taxation

Adjustmentsfor:

Impairment losses on loans and advances to
customers

Depreciation and amortization

Operating income before changesin operating assets
and liabilities

Decrease/ (increase) in operating assets

Loans and advances to customers

Statutory deposit with Central Bank

Other assets

Increase/ (decrease) in operating liabilities
Customers deposits

Dueto affiliated companies

Other ligbilities

Corporation taxes paid

Net cash used in operating activities

Cash flows from investing activities

Proceeds from sale and redemption of investment
securities

Additions to property, plant and equipment
Proceeds from sd e of equipment

Net cash (used in)/generated from investing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents— beginning of year
Cash and cash equivalents—end of year

Interest received
Interest paid

The notes on pages 8 — 64 form an integral part of these financial statements.

October 31, October 31,
2016 2015
$ $
360,547 166,932
1,540,614 863,023
290,708 344,148
2,191,869 1,374,103
6,742,723 6,937,262
505,000 538,000
205,418 570,168
(9,752,584) (8,881,975)
(60,920) (2,115,360)
(988,399) 288,541
(70,100) (299,585)
(1,226,993) (1,588,846)
56,838 65,026
(77,681) (16,673)
19,500 -
(1,343) 48,353
(1,228,336) (1,540,493)
16,063,827 17,604,320
14,835,491 16,063,827
5,536,614 5,381,910
(1,067,537) (1,531,816)



RBTT BANK (SKN) LIMITED

Notes to the financia statements
For the year ended October 31, 2016

(Expressed in Eagtern Caribbean Dollars)

1. Incorporation and business activities

The Bank is incorporated in Nevis. Its principa activities are commercia and retail banking operations
conducted from a sole branch situated in Charlestown, Nevis. The address of its registered office is Chapd
Street, Charlestown, Nevis.

The Bank is a 95% subsidiary of RBTT Bank Caribbean Limited, a company incorporated in
St Vincent and the Grenadines, with the parent company being RBC Financid (Caribbean) Limited (formerly
RBTT Financial Holdings Limited) which is incorporated in Trinidad and Tobago. On June 16, 2008 RBTT
Financial Holdings Limited was amalgamated with RBC Holdings (Trinidad and Tobago) Limited to form
the new entity RBC Financial (Caribbean) Limited. RBC Financial (Caribbean) Limited and its subsidiaries
(“the Group”) are engaged in the business of banking and the provision of financia services. Royal Bank of
Canada (“RBC"), aCanadian chartered bank is the ultimate parent of the Group.

The Bank islicensed under the St Christopher and Nevis Banking Act No. 4 of 2015 (the “Banking Act”) and
regulated by the Eastern Caribbean Centra Bank (ECCB).

2. Summary of significant accounting policies, estimates and judgements

Basisof preparation
Statement of compliance

The financial statements are prepared in accordance with International Financial Reporting Standards as
issued by the International Accounting Standards Board.

Basis of measurement
Thefinancial statements are prepared in Eastern Caribbean dollars.

These financid statements are prepared under the historical cost convention as modified by the revauation of
available-for-sale investment securities.

The preparation of these Financial Statements requires the use of certain critical accounting estimates that
affect the reported amount of assets, liabilities, net income and related disclosures. Estimates made by
management are based on historical experience and other assumptions that are believed to be reasonable. Key
sources of estimation uncertainty include: securities impairment, determination of fair value of financial
instruments, the allowance for credit losses, income taxes and litigation provisions. Accordingly, actual
results may differ from these and other estimates thereby impacting our future Financial Statements. Refer to
the relevant accounting policies in this note for details on our use of estimates and assumptions.

Management also exercises judgement in the process of applying the Bank’s accounting policies. Significant
judgements have been made in the following areas and discussed as noted in the Financial Statements:

Fair value of financial instruments
Allowance for credit losses
Securities impairment

Income taxes

Provisions.



RBTT BANK (SKN) LIMITED

Notes to the financia statements
For the year ended October 31, 2016

(Expressed in Eagtern Caribbean Dollars)

2. Summary of significant accounting policies, estimates and judgements (continued)
Basis of measurement (continued)

Accordingly, actual results may differ from these and other estimates thereby impacting our future Financid
Statements.

Financial instruments— Recognition and measur ement

I nvestment securities

Securities are classified at inception, based on management’ s intention, as available-for-sale (AFS) or held-to-
maturity. Certain debt securities with fixed or determinable payments and which are not quoted in an active
market may be classified as loans and receivables.

AFS securities include securities, which may be sold to meet liquidity needs, in response to or in anticipation
of changes in interest rates and resulting prepayment risk, changes in foreign currency risk and changes in
funding sources or terms. AFS securities are measured at fair vaue. Unreglized gains and losses arising from
changes in fair value are included in Other comprehensive income. Changes in foreign exchange rates for
AFS securities are recognized in Other comprehensive income. When the security is sold, the cumulative gain
or loss recorded in Other components of equity is included as Net gain (loss) on AFS securities in Non-
interest income. Purchase premiums or discounts on AFS debt securities are amortized over the life of the
security using the effective interest method and are recognized in Net interest income. Dividends and interest
income accruing on AFS securities are recorded in Interest income.

At each reporting date, and more frequently when conditions warrant, we evaluate our AFS securities to
determine whether there is any objective evidence of impairment. Such evidence includes: for debt
instruments, when an adverse effect on future cash flows from the asset or group of assets can be reliably
edimated; for equity securities, when there is a significant or prolonged decline in the fair value of the
investment below its carrying value.

When assessing impairment for debt instruments we primarily consider counterparty ratings and security-
specific factors, including subordination, external ratings, and the value of any collateral held, for which there
may not be a readily accessible market. Significant judgement is required in assessing impairment, as
management is required to consder al available evidence in determining whether objective evidence of
impairment exists and whether the principal and interest on the AFS debt security can be fully recovered. For
complex debt instruments, we use cash flow projection models, which incorporate actua and projected cash
flows for each security based on security specific factors usng a number of assumptions, and inputs that
involve management judgement, such as default, prepayment and recovery rates. Due to the subjective nature
of choosing these inputs and assumptions, the actual amount of the future cash flows and their timing may
differ from the estimates used by management and consequently may cause a different conclusion as to the
recognition of impairment or measurement of impairment loss.

In assessing whether there is any objective evidence that suggests that equity securities are impaired, we
consider factors, which include the length of time, and extent the fair value has been below cost, along with
management’s assessment of the financial condition, business and other risks of the issuer. Management
weighs al these factors to determine the impairment but to the extent that management judgement may differ
from the actud experience of the timing and amount of the recovery of the fair value, the estimate for
impairment could change from period to period based upon future events that may or may not occur, the
conclusion for the impairment of the equity securities may differ.



RBTT BANK (SKN) LIMITED

Notes to the financia statements
For the year ended October 31, 2016

(Expressed in Eagtern Caribbean Dollars)

2. Summary of significant accounting policies, estimates and judgements (continued)
I nvestment securities (continued)

If an AFS security is impaired, the cumulative unrealized loss previoudy recognized in Other components of
equity is removed from equity and recognized in Net gain (loss) on AFS securities under Non-interest
income. This amount is determined as the difference between the carrying value and current fair value of the
security less any impairment loss previously recognized. Subsequent to impairment, further declines in fair
value are recorded in Non-interest income, while increases in fair value are recognized in Other components
of equity until sold. For AFS debt securities, reversal of previously recognized impairment losses is
recognized in our Statements of and Other Comprehensive Income if the recovery is objectively related to a
specific event occurring after recognition of the impairment loss.

We account for all of our securities using settlement date accounting and changes in the fair value of AFS
securities between the trade and settlement dates are recorded in Other comprehensive income.

Determination of fair value

The fair value of a financia instrument is the price that would be received to sell an asset or paid to transfer a
ligbility in an orderly transaction between market participants at the measurement date. We determine fair
vaue by incorporating al factors that market participants would consider in setting a price, including
commonly accepted val uation approaches.

The Board of Directors provides oversight on vauation of financia instruments, primarily through the Audit
Committee and Risk Committee. The Audit Committee reviews the presentation and disclosure of financia
instruments that are measured at fair value, while the Risk Committee assesses adequacy of governance
structures and control processes for vauation of these instruments.

We have established palicies, procedures and controls for valuation methodologies and techniques to ensure
fair value is reasonably estimated. Major valuation processes and controls include, but are not limited to,
independent price verification (IPV) and modd validation standards. These control processes are managed by
either Finance or Group Risk Management and are independent of the relevant businesses and their trading
functions. All fair vaue instruments are subject to IPV, a process whereby trading function vauations are
verified against externa market prices and other relevant market data. Market data sources include traded
prices, brokers and price vendors. We give priority to those third-party pricing services and prices having the
highest and most consistent accuracy. Theleve of accuracy is determined over time by comparing third-party
price values to traders or system values, to other pricing service values and, when available, to actual trade
data. Other valuation techniques are used when a price or quote is not available. Some valuation processes use
models to determine fair value. We have a systematic and consistent approach to control model use.
Valuation models are approved for use within our model risk management framework. The framework
addresses, among other things, model development standards, validation processes and procedures, and
approval authorities. Modd validation ensures that a model is suitable for its intended use and sets parameters
for itsuse. All models are revalidated regularly.

In determining fair value, a hierarchy is used which prioritizes the inputs to valuation techniques. The fair
value hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or
ligbilities (Leve 1) and the lowest priority to unobservable inputs (Level 3). Determination of fair value based
on this hierarchy requires the use of observable market data whenever available. Level 1 inputs are unadjusted
quoted prices in active markets for identical assets or liabilities that we have the ability to access at the
measurement date.

10



RBTT BANK (SKN) LIMITED

Notes to the financia statements
For the year ended October 31, 2016

(Expressed in Eagtern Caribbean Dollars)

2. Summary of significant accounting policies, estimates and judgements (continued)
Determination of fair value (continued)

Level 2 inputs include quoted prices for smilar assets or liabilities in active markets, quoted prices for
identical or similar assets or liabilities in markets that are not active, and model inputs that are either
observable, or can be corroborated by observable market data for substantially the full term of the assets or
liabilities. Level 3 inputs are one or more inputs that are unobservable and significant to the fair value of the
asset or liability. Unobservable inputs are used to measure fair value to the extent that observable inputs are
not available a the measurement date. The availability of inputs for valuation may affect the selection of
valuation techniques. The classification of a financial instrument in the hierarchy for disclosure purposes is
based upon the lowest level of input that is significant to the measurement of fair value. Where observable
prices or inputs are not available, management judgement is required to determine fair values by assessing
other relevant sources of information such as historical data, proxy information from similar transactions, and
through extrapolation and interpolation techniques. For more complex or illiquid instruments, significant
judgement is required in the determination of the model used, the sdection of model inputs, and in some
cases, the application of vauation adjustments to the model vadue or quoted price for inactively traded
financial instruments, as the selection of model inputs may be subjective and the inputs may be unobservable.
Unobservable inputs are inherently uncertain as there is little or no market data available from which to
determine the level at which the transaction would occur under normal business circumstances. Appropriate
parameter uncertainty and market-risk valuation adjustments for such inputs and other model-risk valuation
adjustments are assessed in dl such instances.

Interest

Interest is recognized in Interest income and Interest expense in the Statement of Income Profit or Loss and
Other Comprehensive Income for all interest bearing financia instruments using the effective interest
method. The effective interest rate is the rate that discounts estimated future cash flows over the expected life
of the financial asset or liability to the net carrying amount upon initial recognition. Significant judgement is
applied in determining the effective interest rate due to uncertainty in the timing and amounts of future cash
flows.

Transaction costs

Transaction costs are expensed asincurred for financial instruments classified or designated as at FVTPL. For
other financia instruments, transaction costs are capitalized on initia recognition. For financia assets and
financial liabilities measured at amortized cost, capitalized transaction costs are amortized through Net
interest income over the estimated life of the instrument using the effective interest method.

Offsetting financial assets and financial liabilities

Financial assets and financia liabilities are offset on the balance sheet when there exists both a legally
enforceable right to offset the recognized amounts and an intention to settle on anet basis, or realize the asset
and settle the liability simultaneously.

Cash and cash equivalents

Cash and cash equivalents comprises cash and demand deposits with banks together with short-term highly
liquid investments that are readily convertible to known amounts of cash and subject to insignificant risk of
change in value. Such investments are normally those with original maturities up to three months from the
date of acquisition.

11



RBTT BANK (SKN) LIMITED

Notes to the financia statements
For the year ended October 31, 2016

(Expressed in Eagtern Caribbean Dollars)

2. Summary of significant accounting policies, estimatesand judgements (continued)
Loans

Loans are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market and which are not classified as AFS. Loans areinitially recognized at fair vaue. When loans
are issued at a market rate, fair value is represented by the cash advanced to the borrowers. Loans are
subsequently measured at amortized cost using the effective interest method less impairment, unless we
intend to sell them in the near future upon origination or they have been designated as at FVTPL, in which
casethey are carried at fair value.

We assess at each reporting date whether there is objective evidence that the loans are impaired. Evidence
of impairment may include indications that the borrower is experiencing significant financial difficulty,
probability of bankruptcy or other financial reorganization, as well as a measurable decrease in the
estimated future cash flows evidenced by the adverse changes in the payments status of the borrower or
economic conditions that correlate with defaults. Whenever a payment is 90 days past due, loans other than
credit card balances are classified as impaired. Credit card baances are written off when a payment is 180
daysin arrears.

Interest on loans is recognized in Interest income — Loans and advances to customers using the effective
interest method. The estimated future cash flows used in this calculation include those determined by the
contractual term of the asset, dl fees that are considered to be integrd to the effective interest rate,
transaction costs and al other premium or discounts. Fees that relate to activities such as originating,
restructuring or renegotiating loans are deferred and recognized as Interest income over the expected term
of such loans using the effective interest method. Prepayment fees on mortgage loans are not included as
part of the effective interest rate at origination, as the amounts are not reliably measurable. If prepayment
fees are received on arenewal of a mortgage loan, the fee isincluded as part of the effective interest rate,
and if not renewed, the prepayment fee is recognized in interest income at the prepayment date.

Allowancefor credit losses

An allowance for credit losses is established if there is objective evidence that we will be unable to collect
all amounts due on our loans portfolio according to the origina contractual terms or the equivalent value.

The dlowance for credit losses is increased by the impairment losses recognized and decreased by the
amount of write-offs, net of recoveries. The allowance for credit losses is included as a reduction to assets.
We assess whether objective evidence of impairment exists individualy for loans that are individually
significant and collectively for loans that are not individually significant. If we determine that, no objective
evidence of impairment exists for an individually assessed loan, whether significant or not, the loan is
included in a group of loans with similar credit risk characteristics and collectively assessed for
impairment. Loans that are individually assessed for impairment and for which an impairment loss is
recognized are not included in a coll ective assessment of impairment.

12



RBTT BANK (SKN) LIMITED

Notes to the financia statements
For the year ended October 31, 2016

(Expressed in Eagtern Caribbean Dollars)

2. Summary of significant accounting policies, estimatesand judgements (continued)
Allowancefor credit losses (continued)

Allowance for credit losses represent management's best estimates of losses incurred in our loan portfolio
at the Statement of Financial Position date. Management’ s judgement is required in making

assumptions and estimations when calculating allowances on both individudly and collectively assessed
loans. The underlying assumptions and estimates used for both individually and collectively assessed |oans
can change from period to period and may significantly affect our results of operations.

Individually assessed loans

Loans that are individually significant are assessed individualy for objective indicators of impairment. A
loan is considered impaired when management determines that it will not be able to collect al amounts due
according to the origina contractual termsor the equivaent vaue.

Credit exposures of individually significant loans are evaluated based on factors including the borrower’s
overdl financia condition, resources and payment record, and where applicable, the realizable value of any
collateral. If there is evidence of impairment leading to an impairment loss, then the amount of the loss is
determined as the difference between the carrying amount of the loan, including accrued interest, and the
edimated recoverable amount. The estimated recoverable amount is measured as the present value of
expected future cash flows discounted at the loan’ s original effectiveinterest rate, including cash flows that
may result from the realization of collateral less costs to sell. Individually assessed impairment losses
reduce the carrying amount of the loan through the use of an allowance account and the amount of the loss
is recognized in Provision for credit losses in our Statement of Income or Loss and Other Comprehensive
Income. Following impairment, interest income is recognized on the unwinding of the discount from the
initia recognition of impairment.

Significant judgement is required in assessing evidence of impairment and estimation of the amount and
timing of future cash flows when determining the impairment loss. When assessing objective evidence of
impairment we primarily consider specific factors such as the financia condition of the borrower,
borrower’s default or delinquency in interest or principd payments, local economic conditions and other
observable data. In determining the estimated recoverable amount, we consider discounted expected future
cash flows at the effective interest rate using a number of assumptions and inputs. Management judgement
isinvolved when choosing these inputs and assumptions used such as the expected amount of the loan that
will not be recovered and the cost of time delays in collecting principa and/or interest, and when
esimating the value of any collateral held for which there may not be a readily accessible market. Changes
in the amount expected to be recovered would have a direct impact on the Provision for credit losses and
may result in a change in the Allowance for credit losses.

Collectively assessed loans

Loans which are not individually significant, or which are individualy assessed and not determined to be
impaired, are collectively assessed for impairment. For the purposes of a collective evaluation of
impairment, loans are grouped on the basis of similar risk characteristics, taking into account loan type,
industry, geographic location, collaeral type, past due status and other relevant factors.

The collective impairment allowance is determined by reviewing factors including: (i) historical loss
experience, which takes into consideration historica probabilities of default, loss given default and
exposure at default, in portfolios of similar credit risk characteristics, and (ii) management’s judgement on
the level of impairment losses based on historical experience relaive to the actua level asreported at the
statement of financial position date, taking into consideration the current portfolio credit quality trends,
business and economic and credit conditions, the impact of policy and process changes, and other

13



RBTT BANK (SKN) LIMITED

Notes to the financia statements
For the year ended October 31, 2016

(Expressed in Eagtern Caribbean Dollars)

2. Summary of significant accounting policies, estimatesand judgements (continued)
Allowancefor credit losses (continued)
supporting factors.

Future cash flows in each group of financial assets that are collectively evaluated for impairment are
estimated on the basis of historical loss experience for assets with credit risk characteristics similar to those
in the group. As we have determined that the Bank has insufficient loss experience, we use peer group
experience for comparable groups of financial assets held by an affiliated bank. The estimated recoverable
amount is measured as the present value of expected future cash flows discounted at an estimated average
yield, over an assumed workout period. The estimated average yield applied is standard a 7.5% for our
commercia and retail groups of financia assets and 7.1% for residential mortgages. Workout periods
represent the time to collect which is guided by the Bank’ s Write off Policy, currently a 1 Y ear for our
commercia and retail groups of financial assets and 5 years for residential mortgages.

The methodology and assumptions used for estimating future cash flows are reviewed regularly to reduce
any differences between loss estimates and actual loss experience. Collectively assessed impairment losses
reduce the carrying amount of the aggregated loan position through an alowance account and the amount
of theloss is recognized in Provision for credit losses. Following impairment, interest income is recognized
on the unwinding of the discount from the initial recognition of impairment. The methodology and
assumptions used to calculate collective impairment allowances are subject to uncertainty, in part because it
is not practicable to identify losses on an individua loan basis due to the large number of individually
insignificant loans in the portfolio. Significant judgement is required in assessing historical 10ss experience,
the loss identification period and its relationship to current portfolios including delinquency, and loan
balances; and current business, economic and credit conditions including industry specific performance,
unemployment and country risks. Changes in these assumptions would have a direct impact on the
Provision for credit losses and may result in changes in the related Allowance for credit losses.

Write-off of loans

Loans and the related impairment allowance for credit losses are written off, either partially or in full, when
there is no realistic prospect of recovery. Where loans are secured, they are generally written off after
receipt of any proceeds from the realization of the collatera. In circumstances where the net realizable
value of any collateral has been determined and there is no reasonable expectation of further recovery,
write off may be earlier. For credit cards, the balances and related allowance for credit losses are written off
when payment is 180 daysin arrears.

Guarantees

Financial guarantee contracts are contracts that contingently require us to make specified payments (in
cash, other assets or provision of services) to reimburse the holder for a loss it incurs because a specified
debtor fails to make payment when due in accordance with the origina or modified terms of a debt
instrument. The Bank has equal and offsetting claims against its customers in the event of a call on these
commitments.

Employee benefits
The Bank operates a defined contribution plan, the assets of which are generally held in separate trustee-

administered funds. The pension plans are generally funded by payments from employees and by the Bank,
taking account of the recommendations of independent qualified actuaries.
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Notes to the financia statements
For the year ended October 31, 2016

(Expressed in Eagtern Caribbean Dollars)

2. Summary of significant accounting policies, estimatesand judgements (continued)

The Bank’s contributions to the defined contribution pension plan are charged to the statement of
comprehensive income in the year to which they relate.

Incometaxes

Income tax comprises current tax and deferred tax and is recognized in our Statement of Income or Loss
and Other Comprehensive Income except to the extent that it relates to items recognized directly in equity,
inwhich case it isrecognized in equity.

(i) Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as
reported in the statement of profit or loss or other comprehensive income because of items of income or
expense that are taxable or deductible in other years and items that are never taxable or deductible. The
Bank’s liability for current tax is caculated using tax rates that have been enacted or substantively enacted
by the end of the reporting period.

(i) Deferred tax

Deferred tax is recognized on temporary differences between the carrying amounts of assets and liabilities
in the financid statements and the corresponding tax bases used in the computation of taxable profit.
Deferred tax liabilities are generally recognised for all taxable temporary differences. Deferred tax assets
are generaly recognized for all deductible temporary differences to the extent that it is probable that
taxable profits will be available against which those deductible temporary differences can be utilised. Such
deferred tax assets and liabilities are not recognized if the temporary difference arises from goodwill or
from the initial recognition (other than in a business combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognized for taxable temporary differences associated with investments in
subsidiaries and associaes, and interests in joint ventures, except where the Bank is able to control the
reversal of the temporary difference and it is probable that the temporary difference will not reverse in the
foreseeable future. Deferred tax assets arising from deductible temporary differences associated with such
investments and interests are only recognised to the extent that it is probéble that there will be sufficient
taxable profits against which to utilise the benefits of the temporary differences and they are expected to
reverse in the foreseeable future.

The carrying amount of deferred tax assetsis reviewed a the end of each reporting period and reduced to
the extent that it is no longer probable that sufficient taxable profits will be available to alow al or part of
the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in
which theliability is settled or the asset realized, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period. The measurement of deferred tax liabilities and
assets reflects the tax consequences that would follow from the manner in which the Bank expects, @ the
end of the reporting period, to recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax

assets againgt current tax liabilities and when they relate to income taxes levied by the same taxation
authority and the Bank intendsto settleits current tax assets and liabilities on a net basis.
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2. Summary of significant accounting policies, estimatesand judgements (continued)
Other intangibles

Intangible assets represent identifiable non-monetary assets and are acquired either separately or through a
business combination, or generated internaly. Intangible assets acquired through a business combination
are recognized separately from goodwill when they are separable or arise from contractual or other legal
rights, and their fair value can be measured reliably. The cost of a separately acquired intangible asset
includes its purchase price and directly attributable costs of preparing the asset for its intended use. After
initial recognition, an intangible asset is carried at its cost less any accumulated amortization and
accumulated impairment losses, if any. Intangible assets with a finite-life are amortized on a straight-line
basis over their estimated useful lives as follows: computer software — 4 to 10 years. We do not have any
intangible assets with indefinite lives.

Other
Trandation of foreign currencies

Monetary assets and liabilities denominated in foreign currencies are translated into Eastern Caribbean
Dollars at rates prevailing at the baance sheet date. Foreign exchange gains and losses resulting from the
translation and settlement of these items are recognized in Non-interest income in the Statement of Income
or Loss and Other Comprehensive Income.

Non-monetary assets and liabilities that are measured at historical cost are translated into Eastern
Caribbean Dollars at historical rates. Non-monetary financia assets classified as AFS securities, such as
equity instruments, that are measured at fair vaue are translated into Eastern Caribbean Dollars at rates
prevailing at the Statement of Financiad Position date, and the resulting foreign exchange gains and losses
arerecorded in Other components of equity until the asset is sold or becomesimpaired.

Assets and liabilities of our foreign operations with functiond currencies other than Eastern Caribbean
Dollars are translated into Eastern Caribbean Dollars at rates prevaling at the Statement of Financia
Position date, and income and expenses of these foreign operations are translated at average rates of
exchange for the reporting period.

Unredized gains or losses arising as a result of the translation of our foreign operations are reported in

Other components of equity on an after-tax basis. Upon disposd or partial disposal of a foreign operation,
an gppropriae portion of the accumulated net translation gains or losses isincluded in Non-interest income.
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2. Summary of significant accounting policies, estimatesand judgements (continued)
Premises and equipment

Premises and equipment includes land, buildings, leasehold improvements, computer equipment, furniture,
fixtures and other equipment, and are stated at cost less accumulated depreciation and accumulated
impairment losses. Cost comprises the purchase price, any cogts directly attributable to bringing the asset to
the location and condition necessary for its intended use, and the initial estimate of any disposd costs.
Depreciation is recorded principally on a straight-line basis over the estimated useful lives of the assets,
which are 25 to 50 years for freehold properties, 4 to 5 years for computer equipment, and 5 to 7 years for
furniture, fixtures and other equipment. The amortization period for leasehold improvements is the lesser of
the useful life of the leasehold improvements or the lease term plus the first renewal period, if reasonably
assured of renewal, up to amaximum of 10 years. Land is not depreciated. Gains and losses on disposal are
recorded in Non—interest income.

After the recognition of imparment, the depreciaion charge is adjusted in future periods to reflect the
asset’ srevised carrying amount. If an impairment is later reversed, the carrying amount of the asset is
revised to the lower of the asset’s recoverable amount and the carrying amount that would have been
determined (net of depreciation) had there been no prior impairment loss. The depreciation charge in future
periodsis adjusted to reflect the revised carrying amount.

Provisions

Provisions are ligbilities of uncertain timing or amount and are recognized when we have a present legal or
constructive obligation as a result of a past event, it is probable that an outflow of resources will be
required to settle the obligation, and a reliable estimate can be made of the amount of the obligation.
Provisions are measured as the best estimate of the consideration required to settle the present obligation at
the reporting date. Significant judgement is required in determining whether a present obligation exists and
in estimating the probability, timing and amount of any outflows. We record provisions related to litigation,
asset retirement obligations, and the allowance for off-balance sheet and other items. Provisions are
recorded under Other ligbilities on our Statement of Financial Position.

We are required to estimate the results of ongoing legal proceedings, expenses to be incurred to dispose of
capital assets, and credit losses on undrawn commitments and guarantees. The forward-looking nature of
these estimates requires us to use a significant amount of judgement in projecting the timing and amount of
future cash flows. We record our provisions based on all available information at the end of the reporting
period and make adjustments on a quarterly basis to reflect current expectations. Should actua results
differ from our expectations, we may incur expenses in excess of the provisions recognized.

When some or all of the economic benefits required to settle a provision are expected to be recovered from
athird party, such as an insurer, a separate asset is recognized if it is virtually certain that reimbursement
will be received.

Dividend income

Dividend income is recognized when the right to receive payment is established. This is the ex-dividend

date for listed equity securities, and usually the date when shareholders have approved the dividend for
unlisted equity securities.
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2. Summary of significant accounting policies, estimatesand judgements (continued)
Leasing

A lease is an agreement whereby the lessor conveys to the lessee the right to use an asset for an agreed
upon period of time in return for a payment or series of payments. A finance lease is a lease that transfers
substantially all the risks and rewards incidental to ownership of the leased asset to the lessee, where title
may or may not eventually be transferred. An operating lease is alease other than afinance lease.

Operating leases
When we are the lessee in an operating lease, we record rental payments on a straight-line basis over the
lease term in Non-interest expense.

Non interest income

The Bank includesin non interest income amounts relating to service charges and foreign exchange trading
gains. Service charges are related to the provision of specific transaction type services and are recorded
when the service has been completed. Foreign exchange trading gains result from spreads earned between
the buying and selling of foreign currency and is also booked upon completion of transactions.

Shar e capital

We classify a financial instrument that we issue as a financid asset, financial liability or an equity
instrument in accordance with the substance of the contractual arrangement.

Financial instruments issued by us are classified as equity instruments when there is no contractua

obligation to transfer cash or other financial assets. Incremental costs directly attributable to the issue of
equity instruments are included in equity as a deduction from the proceeds, net of tax.

Future changesin accounting policy and disclosure

We are currently assessing the impact of adopting the following standards on our financid statements:
IFRS 15 Revenuefrom Contractswith Customers (IFRS 15)

In May 2014, the IASB issued IFRS 15, which establishes principles for reporting about the nature,
amount, timing and uncertainty of revenue and cash flows arising from an entity’s contracts with
customers. The standard provides a single, principles based five-step model for revenue recognition to be
applied to contracts with customers except for revenue arising from items such as financia instruments,
insurance contracts and leases. In April 2016, the International Accounting Standards Board (1ASB) issued
amendments to IFRS 15, which clarify the underlying principles of IFRS 15 and provide additional
transitiona relief on initial application. 1FRS 15 and its amendments will be effective for us on November
1,2018.
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2. Summary of significant accounting policies, estimatesand judgements (continued)

Future changesin accounting policy and disclosure (continued)

IFRS9 Financial Ingruments (IFRS 9)

In July 2014, the IASB issued the complete version of IFRS 9, first issued in November 2009, which brings
together the classification and measurement, impairment and hedge accounting phases of the IASB’s
project to replace IAS 39.

IFRS 9 introduces a principles-based approach to the classification of financial assets based on an entity’s
business modd and the nature of the cash flows of the asset. All financial assets, including hybrid
contracts, are measured as at FVTPL, fair vdue through OCI or amortized cost. For financid liabilities,
IFRS 9 includes the requirements for classification and measurement previoudy included in IAS 39.

IFRS 9 aso introduces an expected loss impairment model for dl financial assets. The model has three
stages: (1) oninitia recognition, 12-month expected credit |osses are recognized in profit or loss and aloss
allowance is established; (2) if credit risk increases significantly and the resulting credit risk is not
considered to be low, full lifetime expected credit losses are recognized; and (3) when a financia asset is
considered credit-impaired, interest revenue is calculated based on the carrying amount of the asset, net of
the loss allowance, rather than its gross carrying amount.

Finaly, IFRS 9 introduces a new hedge accounting model that aligns the accounting for hedge rel ationships
more closely with an entity’s risk management activities. IFRS 9 will be effective for us on November 1,
2017 as the Bank will early adopt the standard, which becomes effective for all entities on or after January
1,2018.

IFRS 16 L eases (| FRS 16)

In January 2016, the IASB issued IFRS 16, which sets out the principles for the recognition, measurement,
presentation and disclosure of leases. The standard removed the current requirement for lessees to classify
leases as finance leases or operating leases by introducing a single lessee accounting mode that requires
the recognition of lease assets and lease liabilities on the balance sheet for most leases. Lessees will dso
recognize depreciation expense on the lease asset and interest expense on the lease liability in the statement
of income. There are no significant changes to lessor accounting aside from enhanced disclosure
requirements. IFRS 16 will be effective for uson November 1, 2019.

IAS 7 Statement of Cash Flows (IAS7)
In January 2016, the IASB issued amendmentsto IAS 7, which will require specific disclosures for

movements in certain liabilities on the statement of cash flow. These amendments will be effective for us
on November 1, 2017.
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3. Application of critical accounting policies, judgements, estimates and assumptions

Our significant accounting policies are described in Note 2 of these financial statements. Certain of these
policies, as well as estimates made by management in applying such policies, are recognized as critical
because they require us to make particularly subjective or complex judgements about matters that are
inherently uncertain and because of the likelihood that significantly different amounts could be reported
under different conditions or using different assumptions. Our critical accounting judgements, estimates
and assumptions relate to the fair value of financia instruments, allowance for credit losses, securities
impairment, provisons and income taxes. Our criticad accounting policies and estimates have been
reviewed and approved by management.

Fair value of financial instruments and securities i mpairment

Thefair value of afinancial instrument is the price that would be received to sell an asset or paid to transfer
aliability in an orderly transaction between market participants at the measurement date. We determine fair
value by incorporating all factors that market participants would consider in setting a price, including
commonly accepted valuation approaches.

The Board of Directors provides oversight on valuation of financial instruments, primarily through the
Audit Committee and Risk Committee. The Audit Committee reviews the presentation and disclosure of
financial instruments that are measured at fair value, while the Risk Committee assesses adequacy of
governance structures and control processes for valuation of these instruments.

We have established policies, procedures and controls for vauation methodologies and techniques to
ensure fair value is reasonably estimated. Major vauation processes and controls include model validation
standards. These control processes are managed by either Finance or Risk and are independent of the
relevant businesses and their trading functions. Other vauation techniques are used when a price or quote
is not available. Some valuation processes use models to determine fair value. We have a systematic and
consistent approach to control model use. Vauation models are approved for use within our mode risk
management framework. The framework addresses, anong other things, model development standards,
validation processes and procedures, and approva authorities. Mode validation ensures that a model is
suitable for its intended use and sets parameters for its use. All models are revdidated regularly by
qudified personnel who are independent of the model design and development. Annualy our modd risk
profile is reported to the Board of Directors. In determining fair value, a hierarchy is used which prioritizes
the inputs to valuation techniques. The fair vaue hierarchy gives the highest priority to unadjusted quoted
prices in active markets for identical assets or liabilities (Level 1) and the lowest priority to unobservable
inputs (Level 3). Determination of fair value based on this hierarchy requires the use of observable market
data whenever available. Level 1 inputs are unadjusted quoted prices in active markets for identical assets
or liahilities that we have the ability to access at the measurement date. Level 2 inputs include quoted prices
for similar assets or liabilities in active markets, quoted prices for identical or similar assets or ligbilities in
markets that are not active, and model inputs that are either observable, or can be corroborated by
observable market data for substantialy the full term of the assets or liabilities. Level 3 inputs are one or
more inputs that are unobservable and significant to the fair vaue of the asset or liability. Unobservable
inputs are used to measure fair vaue to the extent that observable inputs are not available a the
measurement date. The availability of inputs for vauation may affect the selection of vaduation techniques.
The classification of a financial instrument in the hierarchy for disclosure purposes is based upon the
lowest level of input that is significant to the measurement of fair value.

The framework addresses, among other things, model development standards, validation processes and

procedures, and approval authorities. Model validation ensures that a model is suitable for its intended use
and sets parameters for its use. All models arerevalidated regularly by qualified personnd who are
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3. Application of critical accounting policies, judgements, esimates and assumptions (continued)

Fair value of financial instruments and securities impairment (continued)

independent of the model design and development. Annually our model risk profile is reported to the Board
of Directors. In determining fair value, a hierarchy is used which prioritizes the inputs to vauation
techniques. The fair value hierarchy gives the highest priority to unadjusted quoted prices in active markets
for identical assets or liabilities (Level 1) and the lowest priority to unobservable inputs (Leve 3).
Determination of fair value based on this hierarchy requires the use of observable market data whenever
available. Leve 1 inputs are unadjusted quoted pricesin active markets for identical assets or liabilities that
we have the ability to access at the measurement date. Level 2 inputs include quoted prices for similar
assets or liabilities in active markets, quoted prices for identical or similar assets or liabilities in markets
that are not active, and model inputs that are either observable, or can be corroborated by observable
market data for substantially the full term of the assets or liabilities.

Level 3 inputs are one or more inputs that are unobservable and significant to the fair vaue of the asset or
ligbility. Unobservable inputs are used to measure fair value to the extent that observable inputs are not
available at the measurement date. The availability of inputs for valuation may affect the selection of
valuation techniques. The classfication of afinancia instrument in the hierarchy for disclosure purposesis
based upon the lowest leve of input that is significant to the measurement of fair value.

Where observable prices or inputs are not available, management judgement is required to determine fair
values by assessing other relevant sources of information such as historical data, proxy information from
similar transactions, and through extrapolation and interpolation techniques. For more complex or illiquid
instruments, significant judgement is required in the determination of the model used, the selection of
model inputs, and in some cases, the application of valuation adjustments to the model vaue or quoted
price for inactively traded financial instruments, as the selection of model inputs may be subjective and the
inputs may be unobservable. Unobservable inputs are inherently uncertain as there is little or no market
data avalable from which to determine the level at which the transaction would occur under normal
business circumstances. Appropriate parameter uncertainty and market risk valuation adjustments for such
inputs and other model risk valuation adjustments are assessed in al such instances.

Where required, a vauation adjustment is made to reflect the unrealized gain or loss at inception of a
financia instrument contract where the fair value of that financial instrument is not obtained from a quoted
market price or cannot be evidenced by other observable market transactions based on a valuation
technique incorporating observable market data.

A bid-offer valuation adjustment is required when a financial instrument is valued at the mid-market price,
instead of the bid or offer price for asset or liability positions, respectively. The valuation adjustment takes
into account the spread from the mid to either the bid or offer price. Some vauation models require
parameter calibration from such factors as market observed option prices. The cdlibraion of parameters
may be sensitive to factors such as the choice of instruments or optimization methodology. A valuation
adjustment is dso estimated to mitigate the uncertainties of parameter calibration and modd limitations.

We classify our financia instruments measured at fair value on arecurring basis into three levels based on
the trangparency of the inputs used to measure the fair values of the instruments.
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3. Application of critical accounting policies, judgements, esimates and assumptions (continued)

Fair value of financial instruments and securities impairment (continued)

At each reporting date or more frequently when conditions warrant, we evaluate our AFS securities to
determine whether there is any objective evidence of impairment, such as a significant or prolonged decline
in the fair value of the security below its cost or when an adverse effect on future cash flows from the
security can be rdiably estimated. When assessing impairment for debt instruments we primarily consider
counterparty ratings and security-specific factors, including collateral, external ratings, subordination and
other market factors.

If the result indicates that we will not be able to recover the entire principal and interest amount, we do a
further review of the security in order to assess whether a loss would ultimately be redized. As equity
securities do not have contractua cash flows, they are assessed differently than debt securities. In assessing
whether there is any objective evidence that suggests that the security is impaired we consider factors
which include the length of time and extent the fair value has been below the cost and the financia
condition and near term prospects of the issuer. We also consider the estimated recoverable vaue and the
period of recovery. We conduct further analysis for securities where the fair value had been below cost for
greater than twelve months. If an AFS security is impaired, the cumulative unrealized losses previously
recognized in Other components of equity are recognized directly in income under Non-interest income.

Allowance for credit losses

We maintain allowance for credit losses relating loans and advances to customers at levels that
management considers appropriate to cover credit reated losses incurred as at the balance sheet date.
Allowances are determined individually for loans that are individually significant, and collectively for
loans that are not individually significant and loans which are significant but for which there is no objective
evidence of impairment, using current and historical credit information in both quantitative and quditative
assessments.

Individually assessed loans

Loans, which are individually significant, defined by management as loans greater than USD $500,000, are
assessed individually for object indicators of impairment. A loan is considered impaired when management
determines that it will not be able to collect al amounts due according to the original contractual terms or
the equivdent value.

Credit exposures of individually significant loans are evaluated based on factors including the borrower’s
overdl financia condition, resources and payment record, and where applicable, the realizable value of any
collateral. If there is evidence of impairment leading to an impairment loss, then the amount of the loss is
determined as the difference between the carrying amount of the loan, including accrued interest, and the
edimated recoverable amount. The estimated recoverable amount is measured as the present value of
expected future cash flows discounted at the loan’ s original effectiveinterest rate, including cash flows that
may result from the realization of collatera less coststo sell.

Collectively assessed loans

Loans which are not individually significant, or which are individualy assessed and not determined to be
impaired, are collectively assessed for impairment. For the purposes of a collective evaluation of
impairment, loans are grouped on the basis of similar risk characteristics, taking into account loan type,
industry, geographic location, collaeral type, past due status and other relevant factors.

The collective impairment allowance is determined by reviewing factors including: (i) historical loss
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3. Application of critical accounting policies, judgements, esimates and assumptions (continued)

Collectively assessed |oans (continued)

experience, which takes into consideration historical probabilities of default, loss given default and
exposure a default, in portfolios of similar credit risk characteristics, and (ii) management’ s judgement on
the level of impairment losses based on historical experience relative to the actud level as reported a the
balance sheet date, taking into consideration the current portfolio credit quality trends, business and
economic and credit conditions, the impact of policy and process changes, and other supporting factors.

Future cash flows for a group of loans are collectively evaluated for impairment based on the contractual
cash flows of the loans in the group and historical loss experience for loans with credit risk characteristics
similar to those in the group. Historical loss experience is adjusted based on current observable data to
reflect the effects of current conditions that did not affect the period on which the historical loss experience
is based and to remove the effects of conditions in the historica period that do not currently exist. The
methodology and assumptions used for estimating future cash flows are reviewed regularly to reduce any
differences between loss estimates and actua loss experience.

Write-off of loans

Loans and the related impairment allowance for credit losses are written off, either partially or in full, when
there is no realistic prospect of recovery. Where loans are secured, they are generaly written off after
receipt of any proceeds from the realization of the collatera. In circumstances where the net realizable
value of any collateral has been determined and there is no reasonable expectation of further recovery,
write off may be earlier. For credit cards, the balances and related alowance for credit losses are written off
when payment is 180 daysin arrears.

Total allowance for credit losses

Based on the procedures discussed above, management believes that the total allowance for credit losses of
$7,151,234 is adequate to absorb estimated credit losses incurred in the lending portfolio as at October 31,
2016 (October 31, 2015—$7,127,195).

Provision

Provisions are liabilities of uncertain timing or amount and are recognized when we have a present legal or
constructive obligation as a result of a past event, it is probable that an outflow of resources will be
required to settle the obligation, and a reliable estimate can be made of the amount of the obligation.
Provisions are measured as the best estimate of the consideration required to settle the present obligation at
the reporting date. Significant judgement is required in determining whether a present obligation exists and
in estimating the probability, timing and amount of any outflows. We record provisions related to litigation
and other items. Provisions are recorded under Other ligbilities on our Statement of Financial Position.

We are required to estimate the results of ongoing legal proceedings and credit losses on undrawn
commitments and guarantees. The forward-looking nature of these estimates requires us to use a significant
amount of judgement in projecting the timing and amount of future cash flows. We record our provisions
based on dl available information at the end of the reporting period and make adjustments on a quarterly
basis to reflect current expectations. Should actual results differ from our expectations, we may incur
expenses in excess of the provisions recognized.

When some or all of the economic benefits required to settle a provision are expected to be recovered from

athird party, such as an insurer, a separate asset is recognized if it is virtually certain that reimbursement
will be received.
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Application of critical accounting policies, judgements, esimates and assumptions (continued)
Income taxes

Management' s judgement is applied in the interpretation of the relevant tax laws and in the estimation of
the provision for current and deferred income taxes, including the expected timing and amount of the
reglization. A deferred tax asset or liability is determined for each temporary difference based on the tax
rates that are expected to bein effect in the period that the asset is realized or the liability is settled. Where
the temporary differences will not reverse in the foreseeable future, no deferred tax amount is recognized.
On a quarterly bas's, we review whether it is probable that the benefits associated with our deferred tax
assets will berealized, using both positive and negative evidence.

Cash and cash equivalents

October 31, October 31,

2016 2015

$ $

Cash on hand 923,589 757,701
Depositswith affiliated banks 897,289 918,968
Due from other banks 3,075,695 2,110,625
Other deposits held at Central Bank 5,445,262 7,842,908
Treasury bills 4,493,656 4,433,625
Cash and cash equivaents 14,835,491 16,063,827
Statutory deposits held a Centrd Bank 3,350,000 3,855,000
3,350,000 3,855,000

In accordance with Article 33 of the Eastern Caribbean Central Bank (“ECCB”) Agreement 1983, the Bank
isrequired to maintain reserves of cash and other deposits with ECCB of 6% of the average of the last four
weeks customer deposits and other similar ligbilities.

Due from banks are deposdits held with other banks on demand or for fixed periods not exceeding 90 days.
Due from banks al so include items due from other banks in the process of clearing.
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Loansand advancesto customers

October 31, October 31,

2016 2015

$ $

Retail 8,162,272 10,968,352
Commercial/corporate 12,134,039 11,152,730
Mortgages 40,029,926 46,464,453
Gross|oans and advances 60,326,237 68,585,535
Allowance for credit losses (Note 5.1) (7,151,234) (7,127,195)
53,175,003 61,458,340

Neither past due nor impaired loans and advances 36,595,160 45,336,130
Past due but not impaired loans and advances 11,957,652 5,318,486
Impaired loans and advances 11,773,425 17,930,919
60,326,237 68,585,535

Current 1,747,641 2,533,127
Non-Current 58,578,596 66,052,408
Gross Loans and advances 60,326,237 68,585,535
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5.1.

52.

L oansand advancesto customers (continued)

Allowancefor credit losses

Balance at beginning of year
Increase/(recovery) for the year
Balance at end of year

Specific impairment
Collective impairment

Allowance for credit losses by sector:
Retail

Commercial/corporate

Mortgages

I mpairment losses on loans, net of recoveries

Increase (Recovery) for the year
Amounts directly written off
Recoveries

Impairment losses by sector:
Retail
Commercial/corporate
Mortgages

October 31, October 31,
2016 2015
$ $
7,127,195 7,488,839
24,039 (361,644)
7,151,234 7,127,195
5,396,252 6,505,608
1,754,982 621,587
7,151,234 7,127,195
809,951 1,256,328
2,212,154 1,901,893
4,129,129 3,968,974
7,151,234 7,127,195
24,039 (361,644)
1,673,698 1,265,181
(157,123) (40,514)
1,540,614 863,023
552,572 152,127
98,490 230,298
889,552 480,598
1,540,614 863,023
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6. I nvestment securities

October 31, October 31,
2016 2015
$ $
Securities available-for-sale (at fair value)
Government and state-owned enterprises 154,649 85,197
Equity securities 198,200 198,200
Money market instruments 2,511,256 2,427,453
2,864,105 2,710,850
6.1. Movement in investment securities
Financial assets carried at available-for-sale
At 1 November 2015 2,710,850 2,798,541
Disposals (sale and redemption) (56,838) (29,552)
Gaing/(losses) from changesin fair vdue 210,093 (58,139)
2,864,105 2,710,850

There were no impairment provisions held on available-for-sae financial assets as at October 31, 2016 nor

October 31, 2015.
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7. Intangible assets

Y ear ended October 31, 2016

Opening net book value
Amortization charge

Closing net carrying amount

At October 31, 2016

Cost
Accumulated amortization

Net book value

Y ear ended October 31, 2015

Opening net book value
Amortization charge

Closing net carrying amount

At October 31, 2015

Cost
Accumulated amortization

Net book value

Software Total
$ $
463,099 463,099
(117,771) (117,771)
345,328 345,328
1,254,880 1,254,880
(909,552) (909,552)
345,328 345,328
583,848 583,848
(120,749) (120,749)
463,099 463,099
1,254,880 1,254,880
(791,781) (791,781)
463,099 463,099
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8. Premises and equipment
Furniture Capital
Freehold Freehold and Computer Motor Work in

Land Building Equipment Equipment Vehicle Progress Total
Y ear Ended: $ $ $ $ $ $ $
October 31, 2016
Opening net book value 157,000 1,257,802 246,625 29,364 34,667 18,968 1,744,426
Additions - - - - - 77,681 77,681
Disposas - - - - (19,500) - (19,500)
Depreciation charge - (39,954) (100,629) (17,187) (15,167) - (172,937)
Closing net book value 157,000 1,217,848 145,996 12,177 - 96,649 1,629,670
At October 31, 2016
Cost 157,000 1,997,716 909,565 642,947 - 96649 3,803,877
Accumulated depreciation - (779,868) (763,569) (630,770) - - (2,174,207)
Net book value 157,000 1,217,848 145,996 12,177 - 96,649 1,629,670
Y ear Ended:
October 31, 2015
Opening net book value 157,000 1,297,756 355,100 78,334 60,667 2,295 1,951,152
Additions - - - - - 16,673 16,673
Depreciation charge - (39,954) (108,475) (48,970) (26,000) - (223,399)
Closing net book value 157,000 1,257,802 246,625 29,364 34,667 18,968 1,744,426
At October 31, 2015
Cost 157,000 1,997,716 909,565 642,947 130,000 18968 3,856,196
Accumulated depreciation - (739,914) (662,940) (613,583) (95,333) - (2111,770)
Net book value 157,000 1,257,802 246,625 29,364 34,667 18,968 1,744,426
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10.

Cugtomers deposits

Sectoral analysis of customers' deposits
Consumers

Private sector

State sector

Product type
Savings

Term deposits
Current accounts

Current
Non-current

Other liabilities

Accruals and payables

Accrued interest

Deferred income

Provision for pension liability (see Note 23)
Other

Current
Non-current

October 31, October 31,
2016 2015

$ $
44,528,200 52,778,147
9,835,257 11,248,406
16,191 105,679
54,379,648 64,132,232
39,326,128 48,113,996
6,627,584 9,147,754
8,425,936 6,870,482
54,379,648 64,132,232
54,060,975 63,224,847
318,673 907,385
54,379,648 64,132,232
October 31, October 31,
2016 2015

$ $

300,343 314,014
150,645 246,543
469,879 551,976
2,667,864 2,571,656
735,311 1,628,252
4,324,042 5,312,441
1,187,557 1,927,907
3,136,485 3,384,534
4,324,042 5,312,441
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11.

12.

13.

14.

Shar e capital

The Bank is authorised to issue an unlimited number of ordinary
shares of no par vdue

There are no rights, preferences or restrictions on shares
Issued and fully paid
5,001,222 (2015 - 5,001,222) ordinary shares of no par value

Controlling interest
Non-controlling interests

Statutory reserve

October 31, October 31,

2016 2015

$ $
5,001,222 5,001,222
4,789,217 4,751,156
212,005 250,066
5,001,222 5,001,222

Under the St. Christopher and Nevis Banking Act No. 4 of 2015, the Bank is required to transfer at least
20% of the net profit after deductions of taxes in each year to a statutory reserve account until the reserveis

equal to the paid up capital of the Bank.

Interest income

Loans and advances to customers
Investment securities
Depositswith affiliated banks
Due from other banks

Interest expense

Customers deposits
Dueto affiliated companies

October 31, October 31,
2016 2015

$ $

5,235,192 4,967,859
270,872 271,922

- 539

12,808 14,348
5,518,872 5,254,668
October 31, October 31,
2016 2015

$ $

971,639 1,399,832

- 16,658

971,639 1,416,490
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15.

16.

17.

Non interest income

Fee and commission income
Foreign exchange earnings
Dividend income

Other operating expenses

Staff costs

Premises and equipment costs, excluding depreciation
Advertising

Depreciation and amortisation

Post-retirement benefit expense

Operating |lease rentals

Directors' fees

Auditors remuneration

Other operating expenses

Taxation

Current tax charge
Deferred tax credit (expense)

October 31, October 31,
2016 2015

$ $

806,972 964,672
231,144 253,296
11,499 26,042
1,049,615 1,244,010
October 31, October 31,
2016 2015

$ $

769,951 1,373,715
215,302 316,829
36,054 60,071
290,708 344,148
52,469 89,278
13,796 13,737
16,500 14,500
56,700 56,700
2,244,207 1,783,255
3,695,687 4,052,233
October 31, October 31,
2016 2015

$ $

(409,827) -
268,453 (285,160)
(141,374) (285,160)

32



RBTT BANK (SKN) LIMITED

Notesto the financial statements
For the year ended October 31, 2016

(Expressed in Eagtern Caribbean Dollars)

17.
17.1.

17.2.

17.3.

Taxation (continued)

The tax on operating profit differs from the theoretical amount that would arise using the nominal tax rate

as follows:
October 31, October 31,
2016 2015
$ $
Income before taxation 360,547 166,932
Primafacie tax caculated at corporation tax rate of
33% (2015: 33%) 118,981 55,088
Income not subject to tax (93,187) (96,101)
Expenses not deductible for tax purposes 277,838 307,486
;r)lor year under provision of current and deferred (162.258) 18,687
141,374 285,160
Tax recoverable movement schedule
October 31, October 31,
2016 2015
$ $
Opening balance 490,700 210,300
Payments made during the year 70,100 280,400
Current year charge (409,827) -
Current year payable 150,973 490,700

At October 31, 2016 deferred tax asset on tax losses of $187,362 (2015 — $483,929) was booked for
utilization againgt future profits. Tax losses available for utilization are stated below:

Y ear loss arose Amount

Expiry date

2014 567,763

2019
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17.

17.4.

Taxation (continued)

The deferred tax asset results from differences between the tax value and book vaue of the following

items:

Deferred tax asset

October 31, October 31,
2016 2015
$ $
Investment revaluation reserve - 16,582
Property, plant and equipment 80,276 61,037
General loan loss provison 579,144 205,124
Tax losses 359,122 483,929
1,018,542 766,672
Deferred tax liability
October 31, October 31,
2016 2015
$ $
Investment revaluation reserve 52,748 -
Balance at end of year 52,748 -
October 31, October 31,
2016 2015
$ $
Deferred tax asset 1,018,542 766,672
Deferred tax liability (52,748) -
965,794 766,672
October 31, October 31,
The movement on thedeferred tax 2016 2015
account isasfollows: $ $
At beginning of year 766,672 1,032,647
Statement of income 268,453 (285,160)
Investment revaluation reserve
Fair value (losses)/gains (69,331) 19,185
At end of year 965,794 766,672
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18.

19.

Earnings (loss) per share

Earnings (loss) per share is calculated by dividing the net profit attributable to shareholders by the weighted
average number of ordinary sharesin issue during the year.

October 31, October 31,

2016 2015

$ $

Income (Loss) attributable to shareholders of the Bank 219,173 (118,228)
Weighted average number of ordinary sharesin issue 5,001,222 5,001,222
Basic gain (loss) per share 0.04 (0.02)

Related party transactions

Parties are considered to be related if one party has the ability to control the other party or exercise
significant influence over the other party in making financial or operationa decisions or the entities are
subject to common control. The ultimate parent of the Bank is Royal Bank of Canada.

A number of banking transactions are entered into with related parties in the normal course of business.

The outstanding baances at the end of the year and amounts for the year resulting from related party
transactions are shown on the following page. No provisons have been recognized in respect of loans
given to related parties.

K ey management personnd and Directors
Key management personnel are defined as those persons having authority and responsibility for planning,
directing and controlling the activities of RBTT Bank (SKN) Ltd, directly or indirectly. The Directors of

RBTT Bank (SKN) Ltd do not plan, direct, or control the activities of the Bank; they oversee the
management of the business and provide stewardship.
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19.

Related party transactions (continued)

L oansand investments

Directors and key management personnel
Cash and cash equivalents

Affiliates

Deposits and other liabilities

Affiliates

Directors and key management personnel

I nterest income
Directors and key management personnel

Interest expenses
Affiliates

Other
Management fees

October 31, October 31,
2016 2015
$ $

60,214 85,871
897,289 918,968

- 60,920

4,053 6,976
4,053 67,896
6,349 10,302
6,349 10,302

- 16,658

- 16,658
1,034,960 1,076,959

Deposits by and amounts due to Affiliates represent mostly short-term inter-group borrowed funds at an

average interest rate of 4% (2015 - 4%).
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20.

20.1

Financial risk management
Risk management

Risk is inherent in the Bank’s activities but it is managed through a process of ongoing identification,
measurement and monitoring subject to risk limits and other controls. This process of risk management is
critical to the Bank’s continuing profitability and each individual company within the Group is accountable
for the risk exposures relating to its responsibilities. The Bank is exposed to credit risk, liquidity risk and
market risk, the latter being subdivided into trading and non-trading risks. It is aso subject to operating risks.
The independent risk control process does not include business risks such as changes in the environment,
technology and industry.

Risk management structure

The Board of Directors is ultimately responsible for identifying and controlling risks; however, there are
separate independent bodies responsible for managing and monitoring risks.

Board of Directors

The Board of Directors is responsible for the overall risk management approach and for approving the risk
strategies and principles.

Group Risk Management Unit

A centrdized Risk Management Unit provides oversight of the implementation and maintenance of risk
related procedures to ensure an independent control process. The unit is also responsible for monitoring
compliance with risk policies and limits across the bank in the three key areas of credit risk, market risk and
operationa risk.

Group Asset/Liability Committee (AL CO)

The Bank utilizes the Group ALCO, which has a mandate that includes the recommendation of policies
covering investments, liquidity and market risk to the bank’s board, and the monitoring of compliance with
risk policies and limits in the areas of credit risk and market risk.

Group Investment and Capital Committee

The Bank uses the Group’s established Group Investment and Capital Committee, which is responsible for
the review and validation of the policies and procedures applied in the vduation of financial assets and
liabilities.

Internal audit

Risk management processes throughout the Group are audited annually by the internal audit function that
examines both the adequacy of the procedures and the Group’s compliance with the procedures. Internal

Audit discusses the results of al assessments with management, and reports its findings and
recommendations to the Board.
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20.

20.1

Financial risk management (continued)
Risk management (continued)
Risk measurement and reporting systems

The Bank’s risks are measured using methods which reflect both the expected loss likely to arise in normal
circumstances and unexpected losses, which are an estimate of the ultimate actual loss based on statistical
models. The methods make use of probabilities derived from historical experience, adjusted to reflect the
economic environment.

Monitoring and controlling risks is primarily performed based on limits established by the Bank. These limits
reflect the business strategy and market environment of the Bank as well as the level of risk that the Bank is
willing to accept, with additional emphasis on selected industries and geographies.

Information compiled from all the business units is examined and processed in order to analyse, control and
identify early risks. This information is presented and explained to the Board of Directors, the Board
Committees, and the head of each business division. The report includes aggregate credit exposure, open
currency positions, VaR, liquidity ratios and risk profile changes. On a quarterly basis senior management
assesses the appropriateness of the allowance for credit losses.
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20

20.2

Financial risk management (continued)

Statement of Financial Position — Categorization

October 31, October 31,
2016 2015

Assets $ $
Financial assetsat fair value
Available-for-sale investment securities 2,864,105 2,710,850
Financial assetsat amortized costs
Cash and cash equivaents 14,835,491 16,063,827
Statutory deposit with Central Bank 3,350,000 3,855,000
Loans and advances to customers 53,175,003 61,458,340
Interest receivable 172,806 190,548

71,533,300 81,567,715
Total financial assets 74,397,405 84,278,565
Non-financial assets 3,651,453 4,212,261
Total assets 78,048,858 88,490,826
Liabilities
Financial liabilities at amortized cost
Dueto affiliated companies - 60,920
Customers deposits 54,379,648 64,132,232
Accrued interest 150,645 246,543
Total financial liabilities 54,530,293 64,439,695
Non-financial liabilities 4,173,397 5,065,898
Total liabilities 58,703,690 69,505,593
Total shareholders equity 19,345,168 18,985,233
Total shareholders equity and liabilities 78,048,858 88,490,826

20.3 Liquidity risk

Liquidity risk is the risk that the Bank will be unable to meet its payment obligations when they fall due
under normd and stress circumstances. To limit this risk, management has arranged diversified funding
sources in addition to its core deposit base and manages assets with liquidity in mind by monitoring future
cash flows and the availability of high grade collatera, which could be used to secure additiona funding if
required.

The Bank’s liquidity management process is carried out by the Treasury department and monitored by the
Bank’s ALCO. The Bank’s liquidity strategy relies on sufficient cash and marketable instruments such as
treasury bills and government securities to meet short-term requirements. Fallback techniques include access
to local inter-group and institutional markets, call features on selected advances, standby lines of credit with
externa parties, and the ability to close out or liquidate market positions. Daily float, liquid assets, funding
concentration and diversification are all prudently managed to ensure that the Bank has sufficient funds to
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20 Financial risk management (continued)

20.3 Liquidity risk (continued)

meet its obligations. The buffer incorporates both business-as-usua assumptions for daily liquidity
management purposes as well as stress scenarios based on the annua contingency plan. The results are
instrumental in developing the liquidity risk tolerance, funding strategy, and contingency funding plan

20.3.1 Non-derivative cash flows

Thetable below presents the cash flows payable by the Group under non-derivative financial liabilities by
remaining contractual maturities at the Statement of Financial Position date.

Uptoone Onetofive  Over five

year years years Total
3 ® ®) ©)
Asat October 31,2016
Liabilities
Customers deposits 54,060,975 198,673 120,000 54,379,648
Accrued interest 150,645 - - 150,645
Total liabilities (contractual maturity dates) 54,211,620 198,673 120,000 54,530,293

Uptoone Onetofive  Over five

year years years Total
3 ® ®) ©)

Asat October 31,2015

Liabilities

Customers' deposits 63,224,927 787,305 120,000 64,132,232
Dueto affiliated companies 60,920 - - 60,920
Accrued interest 246,543 - - 246,543
Total liabilities (contractual maturity dates) 63,532,390 787,305 120,000 64,439,695
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20. Financial risk management (continued)
20.3  Liquidity risk (continued)

20.3.2 Cashflows

The table below presents the cash flows of the Bank under non-derivative financial assets and liabilities by
the remaining contractual maturities at the Statement of Financial Position date.

Up to 1-5 Over 5
1lyear years years Total
$ $ $ $

Asat October 31, 2016
Assets
Cash and cash equivalents 14,835,491 - - 14,835,491
Statutory deposit with Central Bank 3,350,000 - - 3,350,000
Loans and advances to customers 1,747,641 8,199,960 43,227,402 53,175,003
Investment securities 2,511,256 - 352,849 2,864,105
Interest receivable 172,806 - - 172,806
Totd financial assets 22,617,194 8,199,960 43,580,251 74,397,405
Liabilities
Customers deposits 54,060,975 198,673 120,000 54,379,648
Dueto affiliated companies - - - -
Accrued interest 150,645 - - 150,645
Totd financial liabilities 54,211,620 198,673 120,000 54,530,293
Net liquidity gap (31,594,426) 8,001,287 43,460,251 19,867,112

Up to 1-5 Over 5

1lyear years years Total

$ $ $ $

Asat October 31, 2015
Assets
Statutory deposit with Central Bank 3,855,000 - - 3,855,000
Cash and cash equivalents 16,063,827 - - 16,063,827
Loans and advances to customers 2,539,377 7,166,660 51,752,303 61,458,340
Investment securities 2427453 - 283,397 2,710,850
Interest receivable 190,548 - - 190,548
Totd financial assets 25,076,205 7,166,660 52,035,700 84,278,565
Liabilities
Customers deposits 63,224,847 787,385 120,000 64,132,232
Dueto affiliated companies 60,920 - - 60,920
Accrued interest 246,543 - - 246,543
Totd financial liabilities 63,532,310 787,385 120,000 64,439,695
Net liquidity gap (38,456,105) 6,379,275 51,915,700 19,838,870
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20.

20.3

2033

Financial risk management (continued)
Liquidity risk (continued)

Maturity and rate sensitivity (continued)

The table below summarises the Bank’s contingent liabilities and commitments based on contractual

maturity dates.

Asat October 31, 2016
Credit commitments

Asat October 31, 2015
Credit commitments

Upto Oneto Over five
oneyear fiveyears years Total
$ $ $ $
215,108 - - 215,108
215,108 - - 215,108
Up to Oneto Over five
oneyear fiveyears years Total
$ $ $ $
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20.
204

204.1

Financial risk management (continued)
Market risk

The Bank takes on exposure to market risk, which is the risk tha the fair vdue or future cash flows of a
financial instrument will fluctuate because of changes in market prices. Market risks arise from open
positions in interest rate, currency and equity products, all of which are exposed to generd and specific
market movements and changes in the level of volatility of market rates or prices such as interest rates,
credit spreads, foreign exchange rates and equity prices. The Bank separates exposures to market risk into
either trading or non-trading portfolios.

The market risks arisng from trading and non-trading activities are measured separately by the Group
Market Risk department. Reports are submitted to the Group Asset/Liability Committee on aregular basis.

Non-trading portfolios primarily arise from the interest-rate management of the entity's retail and
commercia banking assets and liabilities. Non-trading portfolios dso consist of interest rate, foreign
exchange and equity risks arising from the Bank’ s available for sale investments.

Interest raterisk

Interest rate risk arises from the possibility that changes in interest rates will affect future cash flows or the
fair values of financial instruments. The Board has established limits on the interest rate gaps for stipulated
periods. Positions are monitored on a daily basis to ensure positions are maintained within the established
limits.

Exposuretointerest raterisk on financial assetsand liabilitiesis summarised below:

The following table demonstrates the sensitivity to reasonabl e possible changesin interest rates, with all
other variables held constant, of the Bank’s statement of income or loss and comprehensive income or loss.

Effect on net Effect on net
interest income interest income
2016 2015
$ $
Changein interest rate
1% 44,934 37,859
-1% (44,934) (37,859)
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20.

204

204.1

Financial risk management (continued)

Market risk (continued)

Interest raterisk (continued)

The table below summarises the Bank’s exposure to interest rate repricing risk. It includes the Bank’s
financial instruments at carrying amounts, categorized by the earlier of contractua repricing or maturity date

Asat October 31, 2016

Assets

Statutory deposits with Central Bank
Cash and cash equiva ents

Loans and advances to customers
Investment securities

Interest recelvable

Total financial assets

Liabilities

Customers' deposits

Accrued interest

Total financial liabilities
Interest sensitivity gap

Asat October 31, 2015

Assets

Statutory deposits with Central Bank
Cash and cash equiva ents

Loans and advances to customers
Investment securities

Interest recelvable

Total financial assets

Liabilities

Customers' deposits

Dueto affiliated companies
Accrued interest

Total financial liabilities
Interest sensitivity gap

Upto Over 5 Non Interest
lyear years bearing Total
$ $ $ $
- - 3,350,000 3,350,000
6,501,926 - 8,333,565 14,835,491
41,401,578 - 11,773,425 53,175,003
2,511,256 154,649 198,200 2,864,105
- - 172,806 172,806
50,414,760 154,649 23,827,996 74,397,405
45,803,067 - 8,576,581 54,379,648
- - 150,645 150,645
45,803,067 - 8,727,226 54,530,293
4,611,692 154,649 15,100,770 19,867,112
Upto Over 5 Non Interest
lyear years bearing Total
$ $ $ $
- - 3,855,000 3,855,000
6,111,014 - 9,952,813 16,063,827
43,527,421 - 17,930,919 61,458,340
2,427,453 85,197 198,200 2,710,850
- - 190,548 190,548
52,065,388 85,197 32,127,480 84,278,565
57,015,207 - 7,117,025 64,132,232
- - 60,920 60,920
- - 246,543 246,543
57,015,207 - 7,424,488 64,439,695
(4,949,319) 85,197 24,702,992 19,838,870
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20.

204

204.2

Financial risk management (continued)

Market risk (continued)

Interest raterisk (continued)

The table below summarises the Bank’s lending portfolio by interest rate sensitivity.

Asat October 31, 2016

L cansand advancesto customers:

Retail

Commercia / Corporate
Mortgages
Grossloansand advances

Asat October 31, 2015

L cansand advancesto customers:

Retail

Commercia / Corporate
Mortgages
Grossloansand advances

Non-rate
Floating Rate sensitive Total
$ $ $
6,824,232 1,338,040 8,162,272
8,065,229 4,068,810 12,134,039
33,663,350 6,366,576 40,029,926
48,552,812 11,773,425 60,326,237
Non-rate
Floating Rate sensitive Total
$ $ $
10,050,500 917,852 10,968,352
5,595,568 5,557,162 11,152,730
35,008,548 11,455,905 46,464,453
50,654,616 17,930,919 68,585,535
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205 Currency risk

Currency risk is the risk that the value of a financid instrument will fluctuate due to changes in foreign
exchange rates. The Bank has set limits on positions by currency. Positions are monitored on a daily basis
to ensure positions are maintained within established limits.

20.5.1 Concentrationsof currency risk —on and off-balance sheet financial instruments

Assets are primarily funded by like currency liabilities thus reducing the element of cross-currency risk. US
dollar denominated transactions must be officidly sanctioned by the relevant authorities thus reducing
exposure. Currency exposure resides mainly in trading activity. The table below summarizes the Bank’s
exposureto foreign currency exchange raterisk.

Asat October 31, 2016 EC us Other Total
Assats $ $ $ $
Statutory deposits with Central Bank 3,350,000 - - 3,350,000
Cash and cash equivalents 12,201,055 2,350,560 283,876 14,835,491
Loans and advances to customers 52,093,177 1,081,826 - 53,175,003
Investment securities 198,200 2,665,905 - 2,864,105
Interest receivable 172,412 3% - 172,806
Total financial assets 68,014,844 6,098,685 283,876 74,397,405
Liabilities

Customers' deposits 49,574,965 4,804,683 - 54,379,648
Accrued interest 147,975 2,670 - 150,645
Total financid liabilities 49,722,940 4,807,353 - 54,530,293
Net position 18,291,904 1,291,332 283,876 19,867,112

Asat October 31, 2015

Total financial assets 78,234,437 5,789,536 254,592 84,278,565
Total financial liabilities 59,144,049 5,234,726 - 64,439,695
Net position 19,090,388 554,810 254,592 19,838,870
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20. Financial risk management (continued)

205 Currency risk (continued)
20.5.2 Currency risk non-trading portfolio

The table below demonstrates the sensitivity to reasonable possible movement of select currencies against
the Eastern Caribbean dollar to which the Bank had dgnificant exposure a October 31,
in respect of its non-trading financial assets and liabilities holding all other variables constant.

Changein
currency rate Effect on
in% in profit before tax
2016 $
Currency
usDh (10) (114,278)
GBP (10) (10,468)
CAD (10) (7,597)
Changein
currency rate Effect on
in% in profit befor e tax
2015 $
Currency
usDh (10) (90,833)
GBP (10) (9,128)
CAD (10) (6,107)
20.6 Creditrisk

Credit risk is the risk that the Bank will incur aloss because its customers, clients or counterparties failed to
discharge their contractual obligations. The Bank manages and controls credit risk by setting limits on the
amount of risk it is willing to accept for individua counterparties and for geographica and industry
concentrations, and by monitoring exposuresin relation to such limits.

The Bank has established a credit quality review process to provide early identification of possible changesin
the creditworthiness of counterparties, including regular collatera revisons. Counterparty limits are
established by the use of a credit risk classification system, which assigns each counterparty a risk rating.
Risk ratings are subject to regular revision. For the retail portfolio, the bank has stringent lending criteria,
which include conservative debt service coverage, loan to value ratios and stability of earnings. These
exposures are continuously monitored to identify any change in the credit worthiness of the borrower. The
credit quality review process allows the bank to assess the potential loss as a result of the risks to which it is
exposed and take corrective action.
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20.

20.6

206.1

206.2

Financial risk management (continued)

Credit risk (continued)
Loans and advances

In measuring credit risk of loans and advances to customers and to banks at a counterparty level, the Bank
reflects three components (i) the ‘probability of default’ by the client or counterparty on its contractua
obligations; (ii) current exposures to the counterparty and its likely future development, from which the Bank
derive the ‘exposure at default’; and (iii) the likely recovery ratio on the defaulted obligations.

Credit risk management

The Bank assesses the probability of default of individua counterparties using internal rating tools tailored
to the various categories of the counterparty. They have been developed internaly and combine statistical
analysis with credit officer judgment and are validated, where appropriate, by comparison with externally
available data. Clients of the Bank are segmented into seven rating classes. The Bank’s rating scale, which
is shown below, reflects the range of default probabilities defined for each rating class. This means that, in
principle, exposures migrate between classes as the assessment of their probability of default changes. The
rating tools are kept under review and upgraded as necessary. The Bank regularly validates the performance
of therating and their predictive power with regard to default events.

Internal ratings scale:

Group’s Description of thegrade Credit quality ECCB Credit Classification
1 Excellent BB+ High Grade
2 Very Good BB,BB- High Grade
3 Good B+B Standard Grade
4 Special Mention B-,CCC Substandard Grade
5 Unacceptable CCC,CCC- Impaired
6 Bad and Doubtful CC+,CC Impaired
7 Virtud Certain Loss CC- Impaired

Risk limit control and mitigation policies

The Bank manages limits and controls concentrations of credit risk wherever they are identified — in
particular, to individual counterparties and groups, and to industries and countries.

The Bank structures the levels of credit risk it undertakes by placing limits on the amount of risk accepted in
relation to one borrower, or group of borrowers, and to geographicad and industry segments. Such risks are
monitored on a revolving basis and subject to an annual or more frequent review, when consdered
necessary.

Collaterd

The Bank employs a range of policies and practices to mitigate credit risk. The mogt traditional of these is
the taking of security for funds advances, which is common practice. Guidelines on the acceptability of
specific classes of collateral or credit risk mitigation are implemented. The principd collatera types for
loans and advances are:
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20.

20.6

206.2

20.6.3

Financial risk management (continued)
Credit risk (continued)

Risk limit control and mitigation policies (continued)

o Mortgages over residential properties;
o Charges over business assets such as premises, inventory and accounts receivable;
e Chargesover financia instruments such as debt securities and equities.

Management monitors the market value of collateral, requests additional collaterd in accordance with the
underlying agreement, and monitors the market value of collatera obtained during its periodic review of
loan accounts.

Credit-related commitments

The primary purpose of those instruments is to ensure that funds are available to a customer as required.
Guarantees and standby letters of credit carry the same credit risk as loans. Documentary and commercia
letters of credit — which are written undertakings by the Bank on behdf of a customer authorizing a third
party to draw drafts on the Bank up to a stipulated amount under specific terms and conditions — are
collateralized by the underlying shipments of goods to which they relate and therefore carry less risk than a
direct loan.

Impairment and provisioning policies

Impairment provisions are recognized for financial reporting purposes only for losses that have been
incurred at the balance sheet date based on objective evidence of impairment (see Note 2). Due to the
different methodologies applied, the amount of incurred credit losses provided for in the financid statements
are usualy lower than the amount determined from the expected loss model that is used for interna
operational management and banking regulation purposes.

The Bank’ s policy requires the review of individual financia assets that are above materiality thresholds at
least annualy or more regularly when individud circumstances require. Imparment alowances on
individual ly assessed accounts are determined by an evauation of the incurred loss at balance-sheet date on
acase-by-casebasis, and are applied to all individually significant accounts.

The assessment normaly encompasses collateral held (including re-confirmation of its enforceability) and
the anticipated receipts for that individua account.

Collectively assessed impairment allowances are provided for: (i) portfolios of homogenous assets that are
individually below materidity thresholds; and (ii) losses that have been incurred but have not yet been
identified, by using the available historical experience, experienced judgment and statistical techniques.
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20. Financial risk management (continued)

20.6 Credit risk (continued)

20.6.4 Maximum exposureto credit risk before collateral held or other credit enhancements

Gross Gross
maximum maximum
exposure exposure
2016 2015
$ $
Credit risk exposure relating to on and
off balance sheet assets are as follows:
Cash and cash equivalents 13,911,902 15,306,126
Statutory Deposits with Centra Bank 3,350,000 3,855,000
Loans and advances to customers 60,326,237 68,585,535
Securities available for sale at fair value 154,649 85,197
Interest receivable 172,806 190,548
Total 77,915,594 88,022,406
Credit commitments 215,108 -

Total credit risk exposure 78,130,702 88,022,406
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20.

Financial risk management (continued)

206 Credit risk (continued)
20.6.5 Concentration of risk of financial assetswith credit risk exposure by industry sectors

Gross Gross
maximum maximum
exposure exposure
2016 2015
$ $
Residentia Mortgages 40,029,926 46,464,453
Consumer 15,824,199 12,888,821
Digribution 993,737 2,150,838
Construction - 3,115,616
Professional and Other Services 739,979 757,915
Manufacturing 107,250 112,949
Transport 398 -
Entertainment and Catering 755,653 768,457
Tourism 1,764,814 2,076,671
Mining and Quarrying - 137,466
Utilities - 165
Financial Institutions 17,039 16,247
Agriculture 93,242 95,937
60,326,237 68,585,535
20.6.6 Credit quality by class of financial assets
High Standard Substandard
grade grade grade Impaired Total
$ $ $ $ $
Asat October 31,2016
Investment securities
Securities available for
sde
Government - 154,649 - - 154,649
- 154,649 - - 154,649

The following table breaks down the Bank’s main credit exposure of loans and advances, as categorized by

industry sectors of counterparties.
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20. Financial risk management (continued)
206 Credit risk (continued)
20.6.6 Credit quality by class of financial assets (continued)

High  Standard Substandard

grade grade grade Impaired Total
$ $ $ $ $
Asat October 31, 2016
Loansand advancesto
cusomers.
Retail 6,346,580 825,304 145,490 844898 8,162,272
Commercial/corporate 6,789,512 1,197,012 430,155 3,717,360 12,134,039
Mortgages 23459,068 7,927,151 1432540 7,211,167 40,029,926
36,595,160 9,949467 2,008,185 11,773425 60,326,237
Total 36,595,160 10,104,116 2,008,185 11,773,425 60,480,886
Asat October 31,2015
Investment securities
Securities available for sale:
Government - 85,197 - - 85,197
- 85,197 - - 85,197
Asat October 31,2015
Loansand advancesto
cusomers.
Retail 9,552,431 55,467 442 602 917,852 10,968,352
Commercial/corporate 3,789,631 945,489 860,448 5557162 11,152,730
Mortgages 31,994,068 413384 2,601,096 11455905 46,464,453
45336,130 1414340 3,904,146 17,930,919 68,585,535
Total 45336,130 1499537 3,904,146 17,930,919 68,670,732
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20.  Financial risk management (continued)

206 Credit risk (continued)

20.6.7 Aging analysis of past duebut not impaired loansand advances by class

Asat October 31, 2016

Loans and advances to customers
Retall
Commercial/corporate
Mortgage

Asat October 31, 2015

Loans and advances to customers
Retall
Commercial/corporate
Mortgage

Lessthan 1-3 Total
1 mth mths

$ $ $

1,511,960 347,946 1,859,907

554,402 297,653 852,055

7,813,149 1,432,541 9,245,690

9,879,512 2,078,140 11,957,652

Lessthan 1-3 Total
1 mth mths

$ $ $

55,467 442 602 498,069

945,489 860,448 1,805,937

413,383 2,601,096 3,014,479

1,414,339 3,904,146 5,318,485
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20.

Financial risk management (continued)

206 Credit risk (continued)

20.6.8 Credit quality by class of financial assets

Asat October 31, 2016

Cash and cash equivalents

Investment securities:
Available-for-sale:
Government

Investment securities — gross

L oansto customers:
Commercial/corporate
Mortgages

Retail

Loans and advances — gross

Total

Neither past
duenor Past due but not

impaired impaired Impaired Total
3 %) 3 %)
14,835,491 - - 14,835,491
154,649 - - 154,649
154,649 - - 154,649
2,817,745 1627167 3,717,360 8,162,272
23,459,068 9,359,691 7,211,167 40,029,926
10,318,347 970,794 844,898 12,134,039
36,595,160 11,957,652 11,773,425 60,326,237
51,585,300 11,957,652 11,773,425 75,316,377
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20.

Financial risk management (continued)

206 Credit risk (continued)

20.6.8 Credit quality by class of financial assets

Asat October 31, 2015

Cash and cash equivalents

Investment securities:
Available-for-sale:
Government

Investment securities — gross

L oansto customers:
Commercial/corporate
Mortgages

Retail

Loans and advances — gross

Total

Neither past

duenor Past due but not
impaired impaired Impaired Total
3 %) 3 %)
16,063,827 - - 16,063,827
85,197 - - 85,197
85,197 - - 85,197
5,237,924 1805937 5,557,161 12,601,022
35,164,672 3,014,480 11,455,906 49,635,058
4,933,535 498,068 917,852 6,349,455
45,336,131 5318485 17,930,919 68,585,535
61,485,155 5318485 17,930,919 84,734,559

For those exposures that are neither past due nor impaired, the majority are rated between standard (good)

to excellent, which is high grade.
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20.

20.7

21.

Financial risk management (continued)

Capital management

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

o To comply with the capital requirements set by the Eastern Caribbean Central Bank (ECCB);

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

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

Capitd adequacy and the use of regulatory capital are monitored daily by the Bank’s management,
employing techniques based on the guidelines developed by the Basel Committee on Banking Supervision
as implemented by the ECCB for supervisory purposes. The required information is filed with the ECCB
on aquarterly basis.

The table below summarizes the composition of regulaory capital and the ratios of the Bank as at October
31. During those two years, the Bank complied with all of the externally imposed capital requirements to
which it is subjected.

2016 2015
$ $

Tier 1 Capital
Share capital 5,001,222 5,001,222
Share premium 1941,734 1,941,734
Statutory reserve 5,644,965 5,644,965
Retained earnings 6,650,152 6,430,979
Total qualifying Tier 1 Capital 19,238,073 19,018,900
Tier 2 Capital
Investment revaluation reserve 107,095 (33,667)
General Loan Loss Provision 694,325 621,587
Total qualifying Tier 2 Capital 801,420 587,920
Total regulatory capital 20,039,493 19,606,820
Risk-weighted assets
On-balance sheet 49,480,343 55,233,000
Total risk-weighted assets 49,480,343 55,233,000
Total regulatory capital to risk weighted assets 40% 35%

Contingent liabilities

Asat October 31, 2016 and October 31, 2015, there was alegal proceeding outstanding against the Bank. No
provison has been made as professiona advice indicates that it is unlikely that any significant loss will
eventuate.
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22. Credit commitments

There were credit commitments, fully comprised of undrawn overdraft ba ances, of $215,108 as at October
31, 2016 (October 31, 2015 - $nil).

23.  Pension plan

The Bank’s employees are members of its parent company’s (RBTT Bank Caribbean Limited) pension plan,
which is a defined contribution plan. The defined contribution pension plans provide pension benefits based
on accumul ated employer contributions which are based on a percentage of an employee's annual earnings.

For the year ended October 31, 2016, a charge of $52,469 (2015 — $89,278) was recorded in the statement of
comprehensive income representing the employer’s pension contribution. The balance as at October 31, 2016
amounted to $2,667,864 (2015 - $2,571,656) and is held in a savings account on the Bank’ s books.
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24,

Fair valueof financial assetsand liabilities

The Bank’s financid instruments include cash resources, investments, loans and advances, other assets,
customer deposits and other liabilities. Thefair values of financial instruments are considered to be
approximate their book vaues. The following comments are relevant to their fair value.

Assets
Cash on hand and due from banks and balances with Central Bank of Barbados

Since these assets are short-term in nature, the values are taken as indicative of realisable value.

Investment securities

Fair value is based on quoted market vaues. The fair value of investment securities that do not have a quoted
market price in an active market is determined by management using cost (where there is no assessed
impairment) or using an appropriate valuation method.

Loans and advances to customers

Loans and advances are stated net of specific provision for impairment. These assets result from transactions
conducted under typical market conditions and their values are not adversely affected by unusual terms. The
estimated fair value of loans and advances represents the discounted amount of estimated future cash flows
expected to be received.

Liabilities

Dueto banks, customers deposits, due to associated and affiliated companies and other liabilities

The estimated fair value of deposits with no stated maturity, which includes non-interest bearing deposits, is
the amount repayable on demand.

Depositswith fixed rate characteristics are at rates that are not significantly different from current rates and
are assumed to have discounted cash flow values that approximate the carrying value.
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24,

Fair value of financial assetsand liabilities (continued)

Disclosures of fair valuefor financial instrumentsthat are carried at amortized cost

The following fair vaue hierarchy table presents fair values of financial assets and liabilities that are carried
a amortized cost, and therefore excludes financial instruments that are measured and disclosed at fair value

on arecurring basis.

Financial assetsand liabilities for which fair value aredisclosed

AsAt October 31, 2016

Fair value hierarchy

Fair value Fair value
always may not
approximates approximate Total fair
carryingvalue carrying value value Levdl Leve2 Levd 3 Total
$ $ $ $ $ $
Loans and advances to - 53,961,819 53,961,819 - - 53,961,819 53,961,819
customers
Other assets 172,806 - 172,806 - - - -
Customers' deposits 54,379,648 - 54,379,648 - - - -
Other liabilities 150,645 - 150,645 - - - -
AsAt October 31, 2015
Fair value Fair value Fair valuehierarchy
always may not
approximates  approximate Total fair
carrying value carrying value value Levell Level2 Level 3 Total
$ $ $ $ $ $ $

Loans and advances to - 59,257,902 59,257,902 - - 59,257,902 59,257,902
customers
Other assets 190,548 - 190,548 - - - -
Customers' deposits 64,132,232 - 64,132,232 - - - -
Other liabilities 246,543 - 246,543 - - - -

Carrying amounts of certain financia instruments approximate their fair values due to the short-term nature:
cash and cash equivalents, statutory deposits with Central Banks, loans and advances to customers, securities
available for sale, interest receivable, customers' deposits and accrued interest.
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24.  Fair valueof financial assetsand liabilities (continued)

Valuation technigues and assumptions applied for the purposes of measuring fair value

Thefair values of financid assets and financid liabilities are determined as follows:

e Thefar values of financia assets and financial liabilities with standard terms and conditions and traded
on active liquid markets are determined with reference to quoted market prices (includes listed
redeemable notes, bills of exchange, debentures and perpetual notes).

e The far values of other financia assets and financia liabilities (excluding derivative insruments) are
determined in accordance with generally accepted pricing models based on discounted cash flow analysis
using prices from observable current market transactions and dealer quotes for similar instruments.

e Loans and advances to customers are similarly valued taking into account credit portfolio experience.
The vauation model is reviewed on an annual basis and updated as necessary to reflect portfolio
experience.

Disclosures of fair valuefor financial instrumentsthat are measured and disclosed at fair value

The following table provides an analysis of financial instruments that are measured subsequent to initial
recognition a fair value, grouped into Levels 1 to 3 based on the degree to which the fair value is observable:

= Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for
identical assetsor liabilities.

= Level 2 far vaue measurements are those derived from inputs other than quoted prices included within
Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e
derived from prices).

= Level 3 far value measurements are those derived from vauation techniques that include inputs for the
asset or liability that are not based on observable market data (unobservable inputs).

Leve 1 Leve 2 Leve 3 Total
$ $ $ $

Asat October 31,2016
Securitiesavailable-for-sale
at fair value
Government and state-owned
enterprises debt securities - - 154,649 154,649
Money market instruments - - 2,511,256 2,511,256
Equity securities - - 198,200 198,200
Total investments - - 2,864,105 2,864,105
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24.  Fair valueof financial assetsand liabilities (continued)

Disclosures of fair value for financial instruments that are measured and disclosed at fair value

(continued)

Leve 2 Leve 3 Total
$ $ $
Asat October 31,2015
Securitiesavailable-for-sale
at fair value
Government and state-owned
enterprises debt securities 85,197 85,197
Money market instruments 2,427,453 2,427,453
Equity securities 198,200 198,200
Total investments 2,710,850 2,710,850
There were no transfers among Level 1, 2 and 3 in the period.
Reconciliation of Level 3 fair value measurements of financial assets
Available-for-sale Total
$ $
Asat November 1, 2015 2,710,850 2,710,850
Disposa (Sae and redemption) (56,838) (56,838)
Impairment expense - -
Gaing/(losses) from changesin
fair vdue 210,093 210,093
Asat October 31,2016 2,864,105 2,864,105
Available-for-sale Total
$ $
Asat November 1, 2014 2,798,541 2,798,541
Disposal (Sae and redemption) (29,552) (29,552)
Gaing/(losses) from changesin
fair vdue (58,139) (58,139)
Asat October 31,2015 2,710,850 2,710,850
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24,

Fair value of financial assetsand liabilities (continued)

Positiveand negativefair value movement of Leve 3 financial instrumentsfrom using reasonably
possible alter native assumptions

A financid instrument is classified as Level 3 in the fair value hierarchy if one or more of its unobservable
inputs may significantly affect the measurement of its fair value. In preparing the financia statements,
appropriate levels for these unobservable input parameters are chosen so that they are consistent with
prevailing market evidence or management judgement. Due to the unobservable nature of the prices or rates,
there may be uncertainty about valuation of these Level 3 financial instruments.

The following table summarizes theimpact to fair values of Level 3 financial instruments using reasonably
possible alternative assumptions. This sensitivity disclosure isintended to illustrate the potentia impact of
the relative uncertainty in the fair value of Level 3 financial instruments. In reporting the sensitivities below,
we have considered offsetting balances in instances when: (i) the move in valuation factor caused an
offsetting positive and negative fair value movement, (ii) both offsetting instruments arein Level 3, and (iii)
when exposures are managed and reported on a net basis. With respect to overall sensitivity, it isunlikely in
practice that all reasonably possible alternative assumptions would be simultaneously realized.

Positive fair value
movement from

Negativefair value
movement from

Level 3 using reasonably using reasonably
possiblealternative  possiblealternative
. assumptions assumptions
Fair value
$ $ $
Asat October 31, 2016
Securities available-for-sale 2,864,105 2,900 (2,826)
2,864,105 2,900 (2,826)
Positive fair value Negativefair value
movement from movement from
Level 3 using reasonably using reasonably
possiblealternative  possiblealternative
Fair value assumptions assumptions
$ $ $
Asat October 31, 2015
Securities available-for-sale 2,710,850 2,829 (2,760)
2,710,850 2,829 (2,760)
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24,

Fair value of financial assetsand liabilities (continued)

Sensitivity results

Asat October 31, 2016, the effects of applying other reasonably possible alternative assumptions to the Level
3 asset positions would be an increase of $2,900 (2015: $2,829) and areduction of $2,826 (2015: $2,760) in
fair value, of which an increase of $2,900 (2015: $2,829) and a decrease of $2,826 (2015: $2,760) would be
recorded in Other components of equity. The effects of applying these assumptions to the Level 3 liability
positions would result in no decrease (2015: $0) and no increase (2015: $0) in fair value.

Level 3 valuation inputsand approachesto developing reasonably possible alternative assumptions
Thefollowing is a summary of the unobservable inputs of the Level 3 instruments and our approachesto
devel op reasonably possible alternative assumptions used to determine sensitivity.

Financial assetsor liabilities

Sensitivity methodology

Asset-backed securities,
corporate debt, government
debt and municipa bonds

Equity Securities - Roytrin

Sensitivities are determined based on adjusting, plus or minus one standard
deviation; the bid-offer spreads or input pricesif asufficient number of prices
isreceived, or using high and low vendor prices as reasonably possible
aternative assumptions.

Sensitivities are determined based on adjusting, plus or minus 20bps shift in
theyield curve.

The Roytrin fund isindependently verified to aNAV price. Asthereisno
other reasonable alternative assumption, zero sensitivity is assigned.
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25. Redlassification

Adjustments to reclassify accrued interest relaing to loans and advances to customers, investment securities
and customer deposits have been made to prior year figures in order to conform with the Group's
presentation. There were no restatements or reclassifications made to the statement of income and other
comprehensive income or statement of changes in equity.

The effect of these changes to the 2015 statement of financial position is summarised in the table below.

October 31, October 31,
2015 2015
Revised
Previoudy Stated Accrued Interest
$ $ $
Assets
Cash and cash equivaents 16,063,827 - 16,063,827
Statutory deposit with Central Bank 3,855,000 - 3,855,000
Loans and advances to customers 61,597,289 (138,949) 61,458,340
Investment securities 2,762,449 (51,599) 2,710,850
Intangible assets 463,099 - 463,099
Premises and equipment 1,744,426 - 1,744,426
Deferred tax asset 766,672 - 766,672
Income tax recoverable 490,700 - 490,700
Other assets 747,364 190,548 937,912
Total assets 88,490,826 - 88,490,826
Liabilities
Customers deposits 64,378,775 (246,543) 64,132,232
Dueto affiliated companies 60,920 - 60,920
Other liabilities 5,065,898 246,543 5,312,441
Total liabilities 69,505,593 - 69,505,593
Shareholder's equity
Share capital 5,001,222 - 5,001,222
Share premium 1,941,734 - 1,941,734
Statutory reserve 5,644,965 5,644,965
Revauation reserve (33,667) - (33,667)
Retained earnings 6,430,979 - 6,430,979
Total shareholder's equity 18,985,233 - 18,985,233
Total shareholder’sequity and liabilities 88,490,826 - 88,490,826
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