March 31,2017
(expressed in

Eastern Caribbean dollars)
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The notes on page 65 to 113 are an integral part of these financial statements.
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Eastern Caribbean Home Mortgage Bank

Statement of Comprehensive Income
For the vear ended March 31, 2017

{expressed in Eastem Caribbean dollars)

2017 2016
5 5

Interest income (note 16) 11,141,929 12,423 370
Interest expense (note 17) (4,790,392) {6.523.972)
Net interest income 6,351,537 5,899,508
Other income (note 18) 168,842 40,439
Operating income 6,520,379 5,940,037
Expenses
General and admimistrative expenses (note 1Y) (2.016,163) (1,685 089)
Other operating expenses (note 20) (1.194,252) {1.218.262)
Mortgage adnunistrative fees (250,297) (532.044)
Total expenses (3.460,712) {3.435.393)
Net profit for the year 3,059,667 2,504,642
Other comprehensive income - -
Total comprehensive income for the year 3,059,667 2,504 642
Earnings per share
Basic and diluted per share (note 21) 11.38 9.32

‘The notes on page 65 to 113 are an integral part of these financial statements.
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Eastern Caribbean Home Mortgage Bank

Statement of Cash Flows
For the vear ended March 31, 2017

(expressed in Eastem Canbbean dollars)

Cash flows from operating activities
Net profit for the vear
ltems not affecting cash:
Interest expense (note 17)
Amaortisation of bond issue costs and transaction costs (note 11)
Amaortisation of bond premium (note 7)
Depreciation of motor vehicles and equipment (note %)
Amortisation of intangible assct (note 10)
Dividend income (note 18)
Gain on disposal of cquipment (note 1)
Realised gains on disposal of equity instruments (note 18)
Unrealised fair value gains on cquity investments (note 18)
Interest income (note 16)

Operating loss before working capital changes

Changes in operating assets and liabilities:
Decreased{increase) in receivables and prepavments
Increase/(decrease) in accrued expenses and other liabilities
Cash used in operations before interest

Interest received
Interest paid

Met cash from operating activities

Cash flows from investing activities

Procceds from sales/maturity of investment securities

Proceeds from the pool of morgages repurchased by primary lenders

Increase in mortgages repurchased/replaced

Proceeds from pnncipal repayvment on mortgages

Procceds from disposal of equipment

Dividend income received

Purchase of motor vehicle and equipment

Purchase of investment secuntics

Procceds from principal repavment on securities purchased under agreements
to resell

Purchase of mortgages

Net cash (used in)/Trom investing activities

Cash flows from financing activities

Proceeds from bond issucs

Pavment for bond issue costs and transaction costs
Dividends paid

Repavment of borrowings

Repayvment of bonds

Net cash used in financing activities

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of vear (note 5)

The notes on page 65 to 113 are an integral part of these financial statements.
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2017 2016
s $
3,059,667 2,504 642
4,790,392 6,523,972
651,976 643,294
193,738 -
81,034 $6.331
6,281 9422
(4,521) -
(36,905)
(15,102) s
(54,604) -
(11,141,929)  (12.423.570)
(2,469,973) (2.655.909)
639,415 (2.071,145)
204,576 (122311)
(1,625,982) (4,849 365)
9,825,287 12.271,720
(5.523,571) (6.214.463)
2,675,734 1,207,892
86,811,804 43,683,370
15,104,392 17,401,482
2,749,076 8.679,162
2,557,128 3,949 392
105,000 -
4,521
(260,765) -
(139,798,016)  (44,659,548)
- 21,374,726
- (3.256,555)
(32,726,860) 47.172.029
184,096,700 87,637,700
(469,967) (6358.919)
(1,865,618) (1,865.618)
(4,341,903)  (10,658.097)
(184,096,700)  (87,637.700)
(6.677.488)  (13,182.634)
(36,728,614) 35,197,287
43,428,424 8,231,137
6,699,810 43428424




Eastern Caribbean Home Mortgage Bank

Motes to Financial Statements
March 31, 2017

(expressed in Eastemn Caribbean dollars)
1 Incorporation and principal activity

The Govermnments of Anguilla, Antigua and Barbuda, The Commonwealth of Dominica, Grenada, Montscrrat,
St. Kitts-Mevis. St. Lucia and 5t. Vincent and the Grenadines signed an agreement on May 27, 1994, to
establish the Eastern Caribbean Home Mortgage Bank (hereinafter referred to as “the Bank™).

The Bank was formally established on August 19, 1994, in accordance with Article 40 of the Eastem Canbbean
Home Mortgage Bank Agreement, which was incorporated in the Eastern Canbbean Home Mortgage Bank
Agreement Act, and subsequently passed in the member termitorics,

The pnnecipal activity of the Bank is to buv and sell mortgage loans on residential properties, in order to
develop and maintain a sccondary market in mortgases,

The registered office of the Bank is located at ECCB Agency Office. Monckton Street. 5t. George's. Grenada.

2 Significant accounting policies

The principal accounting policies applied in the preparation of the financial statements are set out below. These
policies have been consistently applied to all the vears presented, unless otherwise stated.

a) Basis of preparation

The financial statements of the Bank have been prepared in accordance with International Financial
Reporting Standards (IFRS) and International Financial Reporting Interpretations Commitiee (IFRIC)
interpretations as issued by the International Accounting Standards Board (IASB). The financial
statcments have been prepared under the historical cost convention, except for certain financial
instruments which are measured at fair value.

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. [t also requires management to exercise its judgment in the process of applving the
Bank’s accounting policies. The areas involving a higher degree of judgment or complexity, or arcas
where assumptions and estimates are significant to the financial statements are disclosed in note 4.

by Changes in accounting policy
New and revised standards that are effective for the financial year beginning April 1, 2016
Certain new standards, interpretations and amendments to existing standards have been published that
became effective during the current financial vear. The Bank has assessed the relevance of such new

standards and amendments and has concluded that these will not be relevant, Accordingly, the Bank has
made no changes to its accounting policies in 2017,
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Eastern Caribbean Home Mortgage Bank
Notes to Financial Statements
March 31,2017

(expressed in Eastern Caribbean dollars)
2 Significant accounting policies .. cortinied
b} Changes in accounting policy ... contimuicd

Standards, amendments and interpretations fo existing standards that are not yet effective and have not
been adopted early by the Bank

At the date of authorisation of these financial statements, certain new standards, and amendments to
existing standards have been published by the IASB that are not vet effective. and have not been adopted
earlv by the Bank. Information on those expected to be relevant to the Bank's financial statements is
provided below.

Management anticipates that all relevant pronouncements will be adopted in the Bank’s accounting
policies for the first period beginning after the effective date of the pronouncement. New standards,
interpretations and amendments either not adopted or listed below are not expected to have a material
impact on the Bank's financial statements.

s« [FRS 9, Financial Instruments’, {effective for annual periods beginning on or after January 1, 2018).
In Julv 2014, the 1ASB issucd IFRS 9 which is the comprchensive standard to replace International
Accounting Standard ([AS) 39 “Financial Instruments: Recognition and Measurement’, and includes
requirements for classification and measurement of financial assets and liabilities, impairment of
financial assets and hedge accounting. [FRS 9 retains but simplifies the mixed measurement model
and establishes three primary measurement categories for financial assets: amortised cost, fair value
through other comprehensive income (OCH) and fair value throush Profit or Loss (FVTPL). The basis
of classification depends on the entitv’s business model and the contractual cash flow characteristics
of the financial asset. For financial liabilitics there were no changes to classification and
measurement except for the recognition of changes in own eredit risk in OCI, for habilitics designated
at FVTPL, The standard 15 effecuve for annual accounting periods beginning on or after January 1,
2018, The full impact of IFRS 9 is vet to be assessed.

e IFRS 13, ‘Revenue from contracts with customers™ deals with revenue recognition and establishes
principles for reporting useful information to users of financial statement about the nature, amount,
timing and uncertainty of revenue and cash flow arising from an entity’s contracts with customers.
Revenue 1s recognised when a customer obtains control of a good or service and thus has the ability to
direct the use and obtain the benefits from the good or service. The standard 15 effective for annual
accounting periods beginning on or after Januwary 1, 2018, The full impact of IFRS 135 is being
assessed by the Bank.

* IFRS 16, "Leases’ ¢limmates the current dual accounting model for lessees. which distinguishes
between on-statement of financial position finance leases and off-statement of financial position
operating leases. Instead, there is a single, on-statement of financial position accounting model that is
similar to current finance lease accounting,
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Eastern Caribbean Home Mortgage Bank

Notes to Financial Statements
March 31, 2017

(expressed in Eastern Caribbean dollars)

2 Significant accounting policies ... confimied

b)

c)

d)

Changes in accounting policy ... continued

Standards, amendments and interpretations to existing standards that are not yet effective and have not
heen adopted early by the Bank . continued

Lessor accounting remains similar to current practice i.e. lessors continue to classifv leases as finance
and operating leascs. For lessces. the lease becomes an on-statement of financial position hability that
attracts interest, together with a right to use assets also being recognized on the statement of financial
position. In other words. lessees will appear to become more asset-rich but also more heavily
indcbted. The impacts are not limited to the statement of financial position. There are also changes in
accounting over the life of the lease. In particular. companies will now recognise a front-loaded
pattern of expense for most leases, ¢ven when they pay constant annual rentals. The standard 1s
effective for annual accounting periods beginning on or after January 1, 2019 The full impact of
[FRS 16 is being asscssed by the Bank.

There are no other new or amended standards and interpretations that are issued but not vet effective, that
are expected to have a significant impact on the accounting policies or financial disclosures of the Bank.

Cash and cash equivalents

Cash comprises cash on hand and demand and call deposits with banks. Cash cquivalents are short-term,
highly liguid investments that are readily convertible to known amounts of cash. are subject to an
insignificant risk of changes in value, and arc held for the purpose of mecting short—term cash
commitments rather than for investment or other purposes.

Financial assets and liabilities

In accordance with [AS 39, all financial assets and lLiabilities = which include derivative financial
instruments — are recognised in the statement of financial position and measured in accordance with their
assigned category.

Financial assets

The Bank allocates its financial asscts to the TAS 39 catcgories of fair value through profit or loss
(FVTPL), held-to-maturity (HTM), loans and receivables and available-for-sale (AFS) financial asset.

The classification depends on the purpose for which the financial assets were acquired. Management
determines the classification of its financial asscts at imtial recognition.
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Eastern Caribbean Home Mortgage Bank

Notes to Financial Statements
March 31, 2017

{expressed in Eastern Caribbean dollars)

2 Significant accounting policies ... continued

d)

Financial assets and liabilities ... confinued

Financial assets ... confinued

(i)

(i)

(iii)

FVTPL

Financial asscts at FVTPL include financial asscts that are cither classified as held for trading or that
meet certain conditions and are designated at FV'TPL upon initial recognition. Assets in this category
are measured at fair value with gains or losses recognised in profit or loss. The fair values of
financial assets in this category are determined bv reference to active market transactions. The Bank
has certain equity instruments under this classification.

HIM

HTM investments are non-derivative financial asscts with fixed or determinable payments and fixed
maturity other than loans and receivables. Investments are classificd as HTM if the Bank has the
intention and ability to hold them until maturity. The Bank currently holds listed bonds designated
into this category.

HTM investments are measured subsequently at amortised cost using the effective interest method. If
there is objective evidence that the investment is impaired, determined by reference to external credit
ratings, the financial asset is measured at the present value of estimated future cash flows. Any
changes in the carrving amount of the investment. including impairment losses. are recognised in the
statement of comprehensive income.

The Bank’s HTM investments include sovereign and corporate bonds and are presented as part of
investment securities.

Loans and receivables

Loans and receivables are non—derivative financial assets with fixed or determinable pavments that
are not quoted in an active market other than: (a) those that the Bank intends to sell immediately or in
the short term, which are classified or held for trading and those that the entitv upon initial
recognition designates at fair value through profit or loss; (b) those that the Bank upon initial
recogmition designates as AFS: (c¢) those for which the holder mav not recover substantially all of its
initial investment, other than because of eredit detenoration.

The Bank’s loans and receivables include cash and cash cquivalents. bonds. treasury bills, corporate
bonds, receivables and mortgage loans portfolio.
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Eastern Caribbean Home Mortgage Bank
MNotes to Financial Statements
March 31, 2017

{expressed in Eastern Caribbean dollars)

2 Significant accounting policies . contimied

d)

Financial assets and liabilities . continued

Financial assets ... confinned
fiv) AFS financial asset

AFS financial assct 1s intended to be held for an indefinite period of time, which mav be sold in
response to needs for liquidity or changes in interest rates, exchange rates or equity prices.

Recognition and measurement

Regular purchase and sales of financial asscts are recognized on trade—date. being the date on which the
Bank commits to purchase or sell the asset. Financial assets are initiallv recognized at fair value plus
transaction costs for all financial asscts not carried at fair value through profit and loss. Financial asscts
are derecognized when the rights to receive cash flows from the financial asscts have expired or have
been transferred and the Bank has transferred substantially all risks and reward of ownership.

AFS financial asset is unquoted and carried at cost. Loans and receivables are subsequently carried at
amortised cost using the effective interest method. However, interest calculated using the effective
interest method is recognized in the statement of comprehensive income. Dividends on AFS equity
instruments are recognized in the statement of comprehensive income when the entity’s night to receive
pavment is established.

When sccurnitics classificd as AFS arc sold or impaired. the accumulated fair value adjustments
recognized in equity are included in the statement of comprehensive income as “gains and losses from
investment securities’.

HTM investments are non-denvative financial asscts with fixed or determinable pavments and fixed
maturity other than loans and receivables. Assets are classified as HT'M if the Bank has a positive
mtention and ability to hold the mvestment until maturity. HTM investments are comprsed of hsted
bonds.

HTM investments are measured at amortised cost using the effective interest rate. The Bank assesses its
intention and ability to hold its HTM investments to maturity at the time of initial recognition and at the
end of cach reporting penod. Any changes m the carrving amount of the investment. including
impairment losses. are recognised in profit or loss.

Financial asscts at FVTPL include financial asscts that are cither classificd as held for trading or that meet
certain conditions and are designated at FVTPL upon initial recognition.

Assets in this category are measured at fair value with gains or losses recognised in profit or loss. The

fair values of financial assets in this category are determined by reference to active market transactions or
using a valuation technique where no active market exists.
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Eastern Caribbean Home Mortgage Bank

MNotes to Financial Statements
March 31, 2017

(expressed in Eastern Caribbean dollars)

2

Significant accounting policies .. continued

f)

g)

h)

i)

Impairment of financial assets ... confinmed

For loans and receivables category, the amount of the loss is measured as the difference between the
assct’s carrving amount and the present value of estimated future cash flows (excluding future credit
losses that have not been incurred) discounted at the financial asset’s original effective interest rate. The
carrving amount of the assct 1s reduced and the amount of the loss 1s recogmised in the statement of
comprehensive income. If a loan or held—to-maturity investment has a variable interest rate. the discount
rate for measuning any impaimment loss s the current effective interest rate determined under the contract.
As a practical expedient, the Bank mav measure impairment on the basis of an instrument’s fair value
using an observable market price. For all HI'M investments, if there is objective evidence that the
investment is impaired, determined by reference to external credit ratings, the financial asset is measured
at the present value of estimated future cash flows. Anv changes in the carrving amount of the investment
including impairment losses are recognized in profit or loss.

If. in a subscquent period, the amount of the impairment loss decreases and the decrcase can be related
objectively to an event occurring after the impairment was recognised (such as an improvement in the
debtor’s credit rating). the reversal of the previously recognised impairment loss is recognised in the
statement of comprehensive income,

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of financial position
when there is a legallv enforceable right to offset the recognised amounts and there is an intention to settle
on a net basis, or realise the asset and scttle the hability simultancously.

Emplovee benefits

The Bank's pension scheme is a defined contribution plan. A defined contribution plan is a pension plan
under which the Bank pavs fixed contnbutions into a scparate ¢ntitv. The Bank has no legal or
constructive obligations to pay further contributions if the fund does not hold sufficient assets to pav all
cmplovees the benefits relating to emplovee service in the current and prior periods.

The Bank pavs contributions to a privately admimistered pension insurance plan. The Bank has no further
payvment obligations once the contributions have been paid. The contributions are recognised as employee
benefit expense when thev are due. Prepaid contributions are recognised as an asset to the extent that a
cash refund or a reduction in the future payvments is available.

Provisions

Provisions arc recognised when the Bank has a present legal or constructive obligation as a result of past
events, it is probable that an outflow of resources will be required to settle the obligation, and the amount
has been reliably estimated. Provisions are not recogmscd for future operating losses. Where there arc a
number of similar obligations, the likelihood that an outflow will be required in settlement is determined
by considenng the class of obligations as a whole. A provision is recognised ¢ven if the likelihood of an
outflow with respeet to any one item included in the same ¢lass of obligation may be small.
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Eastern Caribbean Home Mortgage Bank
Motes to Financial Statements
March 31, 2017

(expressed in Eastern Caribbean dollars)

2

Significant accounting policies ... continued

i

k)

Motor vehicles and equipment

Motor vehicles and equipment are stated at historical cost, less accumulated depreciation. Historical cost
includes expenditure that 1s directly attnibutable to the acquisition of the items.

Subscquent costs are included in the asset’s carrving amount or are recognised as a scparate assct as
appropriate, only when it 1s probable that future economic benefits associated with the item will flow to
the Bank and the cost of the item can be measured reliablyv, All other repairs and maintenance arc
charged to the statement of comprehensive income during the financial period in which they are
incurred.

Depreciation 15 calculated using the straight-line method to allocate their cost to their residual values
over their estimated useful lives. as follows:

Fumniture and fixtures 15%
Machinery and equipment 15%
Motor vehicles 20%
Computer equipment 33 1/3%

The asscts™ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of cach
reporting period.

An asset’s carrving amount 1s written down immediately to its recoverable amount if the asset’s carrving
amount 1s greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing the proceeds with the carrving amount and
arc recognised within “Other income/(loss)” in the statement of comprehensive income.,

Impairment of non-financial assets

MNon-financial asscts that are subject to depreciation and amortisation are reviewed for impairment
whenever events or changes in circumstances indicate that the carrving amount may not be recoverable.
An impaimment loss is recognised for the amount by which the asset’s carrving amount exceeds its
recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to scll and
value in use. For the purposes of assessing impairment, assets arc grouped at the lowest levels for which
there are scparatcly identifiable cash flows (cash-gencrating units). Non-financial asscts other than
goodwill that suffered impairment are reviewed for possible reversal of the impairment at each reporting
date.

Intangible assets

Intangible asscts of the Bank pertain to computer software and website development. Acquired computer
software and website development are capitalised on the basis of the costs incurred to acquire and bring
to use the specific software and website. Subsequently, these intangible assets are measured at cost less
accumulated amortisation and any accumulated impairment losses. These costs are amortised over their
estimated useful life of three vears. The amortisation period and the amortisation method vsed for the
computer software and website development are reviewed at least at cach financial vear-end.
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Eastern Caribbean Home Mortgage Bank
MNotes to Financial Statements
March 31, 2017

{expressed in Eastern Caribbean dollars)

2

Significant accounting policies ... continned

)

n)

Intangible assets . confinued

Computer software and website development are assessed for impairment whenever there 1s an
indication that they may be impaired. Changes in the expected useful life or the expected pattern of
consumption of future economic benefits embodied in the asset is accounted for bv changing the
amortisation period or method, as appropnate, and are treated as changes in accounting cstimates. Costs
associated with maintaining computer software programmes and website development are recognised as
an expense when meurred.

Borrowings

Borrowings are recognised initiallv at fair value. net of transaction costs incurred. Borrowings are
subscquently carnied at amortised cost: any difference between the proceeds (net of transaction costs)
and the redemption value is recognised in the statement of comprehensive income over the period of the
borrowings using the effecctive interest method.

Fees paid on the establishment of loan facilities are recognised as transaction costs of the loan to the
extent that it 1s probable that some or all of the facility will be drawn down. In this casc. the fec is
deferred until the draw—down occurs. To the extent that there is no evidence that it is probable that some
or all of the facility will be drawn down. the fee 1s capitalised as a prepayvment for hquidity services and
amortised over the period of the facility to which it relates.

Interest income and expense

Interest income and expense are recognised in the statement of comprchensive income for all
instruments measured at amortised cost using the effective interest method.

The effective nterest method i1s a method of calculating the amortised cost of a financial assct or a
financial liability and of allocating the interest income or interest expense over the relevant period.

The effective interest rate is the rate that exactly discounts estimated future cash pavments or reccipts
through the expected life of the financial instrument or, when appropriate, a shorter period to the net
carrving amount of the financial assct or financial liability. When calculating the cffective interest rate,
the Bank estimates cash flows considering all contractual terms of the financial instrument but does not
consider future credit losses.

The calculation includes all fees paid or recerved between partics to the contract that are an integral part
of the effective interest rate, transaction costs and all other premiums or discounts. Onee a financial assct
or a group of similar financial assets has been written down as a result of an impairment loss, interest
income 1s recognised using the rate of interest to discount the future cash flows for the purposc of
measuring the impairment loss,

74 | www.echmb.com ﬂﬂﬁﬁﬂmlvl



Eastern Caribbean Home Mortgage Bank
MNotes to Financial Statements
March 31, 2017

{expressed in Eastern Caribbean dollars)

2

Significant accounting policies ... continued

0)

p)

q)

s)

t)

Dividends distribution

Dividends are recognised in equity in the period in which thev are approved by the Board of Dircctors,
Dividends for the vear which are approved after the reporting date are disclosed as a subsequent event, if
any.

Expenses

Expenses are recognised in the statement of comprehensive income upon utilisation of the service or as
incurred.

Operating lease — Bank as a lessee

Where the Bank is a lessce. pavments on the operating lease agreements are recognised as an expensc on
a straight-ling basis over the lease term. Associated costs, such as maintenance and nsurance, arc
expensed as incurred.

Foreign currency translation

Functional and presentation currency

ltems included in the financial statements arc measured using the currency of the pnimary cconomie
environment in which the Bank operates (the “functional currency”). The financial statements are
presented in Eastern Canbbean dollars, which is the Bank's functional and presentation curreney.
Tramsactions and balances

Forcign currency transactions are translated into the functional currency using the cxchange rates
prevailing at the dates of the transactions or valuation where items are re—measured. Foreign exchange
gains and losses resulting from the settlement of such transactions and from the translation at vear—end
exchange rates of monetary asscts and liabilitics denominated in forcign currencics are recognised in the
statement of comprehensive income,

Forcign curreney gains and losses that relate to borrowings and cash and cash cquivalents are presented
in the statement of comprehensive income within “Other operating expenses .

Share capital
Share capital represents the nominal value of ordinarv shares that have been issued.
Portfolio risk reserve

The Bank maintains a special reserve account — portfolio risk reserve. This reserve account was
cstablished to cover against general risk associated with the sccondary mortgage market.
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Eastern Caribbean Home Mortgage Bank
MNotes to Financial Statements
March 31, 2017

{expressed in Eastern Caribbean dollars)

2

Significant accounting policies ... confinued
u)  Retained earnings

Retained camings include current and prior period results of operations as reported i the statement of
comprechensive income, net of dividends.

v)  Earnings per share

Basic eamings per share are determined by dividing profit by the weighted average number of ordinary
sharcs outstanding during the period afier giving retroactive effeet to stock dividend declared. stock split
and reverse stock split during the peniod. if any.

Diluted carnings per share are computed by adjusting the weighted average number of ordinary shares
outstanding to assume conversion of dilutive potential shares. Currently. the Bank does not have dilutive
potential shares outstanding, hence, the diluted camings per share is equal to the basic camings per share,

w)  Reclassification

Where necessary, comparative figures have been adjusted to conform with the change in presentation in
the current vear (scc note 24).

Financial risk management

The Bank™s aim is to achicve an appropnate balance between nisk and retum and minimize potential adverse
cffeets on the Bank™s financial performance. The Bank defines risk as the possibility of losses of profits, which
mayv be caused by internal factors. Risk is inherent in the Bank’s activities but it 1s managed through a process
of ongoing identification. measurement and monitoring. This process of risk management 1s critical to the
Bank’s continuing profitabilitv. The Bank is exposed to credit risk, market risk (including interest rate risk and
forcign currency nisk). liquadity risk and operational nisk.

a) Enterprise risk management approach

The Bank continuously enhances its Enterprise Risk Management (ERM) approach towards the effective
management of enterprisc—wide rnisks, Key components of the ERM framework include:

* structure risk governance model incorporating Board and Senior Management oversight;
sound debt—to—cquity ratio and liquidity management process;
comprchensive assessment of matenal risks;
regular controls, reviews, monitoring and reporting; and
« ndependent reviews by internal/external awditors, credit rating ageney and  the relevant
supervisory authontics domiciled in the ECCLU.
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Eastern Caribbean Home Mortgage Bank

Notes to Financial Statements
March 31, 2017

(expressed in Eastern Caribbean dollars)

3

Financial risk management ... continued

a)

b)

c)

Enterprise risk management approach .. confined
The Board of Directors is ultimately responsible for identifving and controlling risks.

The Board of Directors is responsible for the overall risk management approach and for approving the
risk strategies and principles. The Board of Directors is responsible for overseeing the Bank's risk
management, including overseeing the management of credit risk, market risk, liquidity risk and
operational risk.

The Board carries out its risk management oversight function by:

reviewing and asscssing the quality, integrity and cffectiveness of the nisk management svstems:;
overseeing the development of policies and procedures designed to define, measure. identify and
report on credit, market. liquidity and operational risk:

establishing and communicating risk management controls throughout the Bank:

ensuring that the Bank has implemented an effective ongoing process to identifv risk. to measure
its potential impact against a broad set of assumptions and then to activate what is necessary to
pro-actively manage these risks, and to decide the Bank's appetite or tolerance for risks;

* reviewing management reports detailing the adequacy and overall effectivencss of nsk
management, its  implementation by management  reports on intemal  control and  any
recommendations and confirm that appropriate action has been taken:

# providing an independent and objective oversight and view of the information presented by
management on corporate accountability and specificallv associated nsk: and

* remaining informed on risk exposures and risk management activities through the submission of
pertodic reports from management.

Risk measurement and reporting systems
Monitoring and controlling risks is primarily performed based on limits established by the Bank and
reported in the Bank’s policy statement. 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.

Information compiled is examined in order to analyse, control and identifv carlv risks by undertaking an
annual review of the portfolios held by the Bank.

Excessive risk concentration
The Bank reviews its mortgage concentration to prevent exposure in excess of twenty percent (20%) of
total assets in any one (1) primary lender or group. The Bank manages its mortgage portfolio by focusing

on maintaining a diversified portfolio and concentration percentages. Identificd concentrations of credit
risks are controlled and managed accordingly.
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Eastern Caribbean Home Mortgage Bank
Motes to Financial Statements
March 31, 2017

(expressed in Eastern Caribbean dollars)

3

Financial risk management ... continued

d)

Credit risk

The Bank takes on exposure to credit risk, which is the risk of financial loss to the Bank if a customer
(Primary Lender) or counterparty to a financial instrument fails to meet its contractual obligations. and
ariscs principally from the Bank’s normal trading activity in mortgages, The amount of the Bank's
exposure to credit risk 1s indicated by the carrving amount of its financial assets. Financial instruments
which potentiallv expose the Bank to credit risk consist primarily of mortgage loans and investment
sccuritics.

The table below shows the maximum exposure to credit risk for the components of the statement of
financial position.

Gross Gross
Maximum Maximum
Exposure Exposure

2017 2016
$ S

Credit risk exposure relating to on—balance sheet position
Cash and cash cquivalents 6,699.310 43427924
Reccivables 1,578,834 2,296,206
Investment securities 204,157,055 150,128,233
Mortgage loans portfolio 31,396,223 51806819

243,831,422 247.639 182

The above table represents a worst case scenario of credit exposure to the Bank as at March 31, 2017 and
2006, without taking into account anv collateral held or other enhancements attached. The cxposure sct
out above is based on net carrving amounts as reported in the statement of financial position.

As shown above, 84% (2016 61%) of the total maximum exposure is derived from the investments
securities and 13% (2016: 21%) of the total maximum exposure represents mortgage loans portfolio.

Management is confident in its ability to continue to control and sustain minimal exposure of credit risk to
the Bank resulting from both its mortgage loans portfolio and short—term marketable securities. based on
the following:

o Cash and cash equivalents
Some accounts are held with banks regulated by the Eastern Caribbean Central Bank (ECCB) and
collateral is not required for such accounts as management regards the institutions as strong.
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Eastern Caribbean Home Mortgage Bank
MNotes to Financial Statements
March 31, 2017

{expressed in Eastern Caribbean dollars)

3 Financial risk management . continued

d) Credit risk . confineed

s Morteage loans portiolio and receivables
A due diligenee assessment 1s undertaken before a pool of mortgages 1s purchased from the Prmary
Lender who has to meet the standard requirements of the Bank. Subscquently, annual asscssments
are conducted to ensure that the quality standards of the loans are maintained.

s [nvestment securities
The Bank’'s investment sccuritics are held in a diverse range of financial institutions, corporations
and governments both locally, regionally and intcrationally. Equity instruments are held with
reputable companies. These companies operate in a wide cross section of geographical regions and
industrics which manages credit risk. The Bank docs not purchase junk bonds and ensures bonds arc
rated at a high level to further mitigate credit risk. These bonds are held with regional and
intermational corporations which are deemed to be reputable and of a high credit rating as well as
with regional governments. Before an investment is purchased it must meet the standard
requirements of the Bank as outlined in its investment policy statement under consultation with the
Exccutive Committee.

There were no changes to the Bank’s approach to managing credit risk during the vear,
Management of credit risk

The Bank cnters mto Sale and Admimistration Agreements with Primary Lending Institutions for the
purchase of residential mortgages with recourse. The terms of the Agreement warrants that any default,
loss or title deficiency occurmning during the life of a mortgage loan will be remedied by the Primary
Lending Institution and the Bank is protected against any resulting loss. As a result of the recourse
provision, management believes that no provision is required.

The Bank manages and controls credit risk by limiting concentration exposure to any one Organisation of
Eastern Canbbean Statcs (OECS) member statc or pnmary lending institution (for morgages) or
corporation or country (for mvestment securitics). It places limits on the amount of risk it 15 willing to
accept for individual counterpartics and for geographical and industv concentrations by monitoring
exposures in relation to such limits.

The Bank monitors concentration of credit risk by geographic location and by primary lending institutions,
financial institutions. corporation or governments. The Bank™s ercdit exposure for mortgage loans at their
carrving amounts, categorised by individual Eastern Caribbean Currency Union (ECCU) territory is
disclosed in Note 8. Credit exposure for all other financial asscts 1s disclosed subscquently in Note 3 ¢).

ﬂﬂ*ﬁ“ﬁly' www.echmb.com | 79



81659 LT - - - SIS'CTL L TOLFER'881 SO 000° 1S
6180081 - = = = FLTILE TP CPeCErL
000°€LOTFT - - - 78T°89¢ RILPOETHT -
000001 - - - - - onoont
CegeeeL - = - CEUTRREL = -
LA Yl - - - - OTL8SCC 96t LE
IO LI Er - = - - - Fea LEv et
TP IE8EFT 9061 L SEC I 118°096°L STTTTI'6E LOOFOTSO1 S09'TI6'TT
£CC9nt 1L - - - - 3] i o 1V ]
C60°LOTHOT - - - EPO'ROLFT  P66°9016E] RS0°THE 01
000°001 - - - - . - 000°001
1019848 001°9S1°L LOI'L6E T P96°6T8'S  OPRTOFPT - -
HECEL0] e [ o'y Sl TF SFRTRG - - -
PER'RLE] - 068 FTS"| PrO'ES
01£°6699 - - Z009FIl  SHLOI - €9C°THE'S
b b b s s 5 5
[E10] ST N VSN ugqqLIE) SIS SIAIN

A2 0D AU A - .

ue P ‘18
noomapg P IIRIS

9107 *1€ YIE Jo SY

onojuod sueo] aSeSLop
SO[QEATIAT PUE SURO
Sav
W.LH

SAMLINIAS JUAUNSIAT]

safqeAlaTg

sareamba yseo pue yse)

L10T “1€ YE JO SY

orjojuod sueo] aSeSuop
SO[QEATIAT PUE SURO
84V
N.LH

1d.LA
SALINDAS JUAUNSIAU]

S2|qEAIIY
sjuajeanbs ysea pue yse))

‘soruetliaunos 211 Jo 2)I21Uop Jo ANUNod 3 uo paseq SuoIfar o] unsodxa pajeso|[e sey ueg M e s Ul g7 10 saaneedwos
I £ 107 C1E ymew o se suoiSa jeaydeifosd Aq pezuofaes ‘sunowe Surtues sy e unsodxs Npas we § jueg i) WAOP SYEq MO[aq 2|qel du |

PO YSLELJIPALD JO JUWIBRUELY (2

pPanuNuOD " JUIWABLURIL YSLI [B1DURUL]

€

(saejop ueaqque) waseq u passaadxo)

L10T "1€ Yy
SJUAWAIRIG [RIDURUL] O] SAON

yueg ASeFLIOJ QWO UBIQQLIE)) WIS

80 | www.echmb.com ﬂﬂ*ﬁﬂmlvl



Eastern Caribbean Home Mortgage Bank
Motes to Financial Statements
March 31, 2017

{expressed in Eastern Caribbean dollars)

3

Financial risk management ... continued

f)

Economic sector concentrations within the mortgage loans portfolio were as follows:

27 2017 2016 2016

S %o b %o

Commercial banks 12,151,315 39 20.814.428 58
Development bank 6,824,040 22 7.435 545 14
Building society 6,783,216 22 8,525,533 16
Credit unions 3,394,684 10 3.623422 7
Finance company 2,242,968 7 2.407.891 3
31,396,223 100 51806819 100

Market risk

Market risk 1s the risk that changes in market prices. such as interest rate. equity prices. foreign exchange
rates and credit spreads (not relating to the obligor’s/issuer’s credit standing) will affect the Bank’s income
or the value of its holdings of financial instruments. The objective of market risk management is to manage
and control market risk exposures within acceptable parameters, while optimising returns,

The Bank manages interest rate risk by monitoring interest rates daily, and ensuning that the maturity profile
of its financial assets is matched by that of its financial liabilities to the extent practicable. given the nature
of the business. The dircctors and management believe that the Bank has hmited exposure for forcign
currency risk as its forcign current asscts and hiabilities are denominated in United States Dollars, which is
fixed to Eastern Caribbean Dollars at the rate of $2.70.

i) Interest rate risk

Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in
market interest rates. It anises when there 1s a nusmatch between interest—carning asscts and interest

bearing habilitics which are subject to interest rate adjustment within a specificd period. It can be
reflected as a loss of future net mterest income and/or a loss of current market values.
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Eastern Caribbean Home Mortgage Bank
Motes to Financial Statements
March 31, 2017

(expressed in Eastern Caribbean dollars)
3  Financial risk management... confinued
) Market risk .. confinuwed

ii) Foreign currency risk

Forcign currency risk is the risk that the market value of, or the cash flow from, financial instruments
will vary because of exchange rate fluctuations. The Bank incurs currency risk on transactions that are
denominated in a currencey other than the functional currency. the EC Dollar. The main currency giving
rise to this risk is the US Dollar. The EC Dollar is fixed to the US Dollar at the rate of 2.70.

The following table summarises the Bank™s exposure to foreign currency risk as of March 31, 2017 and
2016, Included in the table are the Bank's financial instruments at carrving amounts. categorised by

CUrrency,

Eastern
Caribbean  United States
Dollar Daollar Tatal
s s ]
At March 31, 2017
Financial assets
Cash and cash equivalents 5421163 1,278,647 6,690 810
Receivables 1.578.834 1.578.834
Investment securities
FVTPL 1.063.259 1.063.259
HTM - 38,786,101 38,786,101
AFS 106,000 100,000
Loans and reccivables 149 636,350 14,571,345 164,207,695
Mortgage loans portfolio 30,140,382 1,255 841 31,396,223
186,876,729 56,955,193 243,831,922
Financial liabilities
Borrowings 184.659.900 ~ 184,659,909
Accrued expenses and other habilitics 355,332 = 355,332
185,015,241 185,015,241
Net statement of financial position 1,861,488 56,955,193 58,816,681
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Eastern Caribbean Home Mortgage Bank

Notes to Financial Statements
March 31, 2017

{expressed in Eastern Caribbean dollars)
3 Financial risk management .. .continued
f) Market risk ... continued

ii) Foreign currency risk .. continied

Eastern
Caribbean  United States
Dollar Dollar Total
b 8 5
At March 31, 2016
Financial assetis
Cash and cash cquivalents 43,196,007 232 327 43,428,424
Receivables 2.206.206 - 2.296.206
Investment securitics
HTM - 7,355,233 7,355,233
AFS 100,000 100,000
Loans and reccivables 142,592,219 20,781 142,673,000
Mortgage loans portfolio 50.518.667 1,288 152 51,806,819
238,703,189 8,956,493 247,659,682
Financial liabilities
Borrowings 185,178,097 4374885 189,552,982
Accrued expenses and other hiabilities 150.756 - 150,756
185,328,853 4,374,885 189,703,738
Net statement of financial pﬂsition 53.374.3306 4,581,608 57,955,944

g) Liquidity risk

Liquidity risk is the risk that the Bank will encounter difficulty in raising funds to meet commitments
associated with financial instruments. Liquidity risk mav result from an inability to sell a financial asset
quickly at, or close to, its fair value. Prudent liquidity risk management requires the Bank to maintain
sufficient cash and marketable sccuritics, monitor future cash flows and hiquidity on a daily basis and have
funding available through an adequate amount of committed facilities.

Due to the dvnamic nature of the underlving businesses. the management of the Bank ensures that sufficient
funds are held in short—term marketable instruments to meet its habilities and disbursement commitments
when due. without incurring unacceptable losses or nisk damage to the Bank’s reputation.

The daily liquidity position is monitored by reports covering the position of the Bank. The kev measure used
by the Bank for managing liguidity risk is the ratio of net liquid assets to cash available for disbursements.
For this purpose, net liqguid assets are considered as including cash and cash equivalents and short term
marketable sceuritics, less loan and bond commitments to borrowers within the coming vear,
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Eastern Caribbean Home Mortgage Bank
Notes to Financial Statements
March 31, 2017

(expressed in Eastern Caribbean dollars)

3 Financial risk management approach . coniinued
h) Operational risk

The growing sophistication of the banking industrv has made the Bank’s operational risk profile more
complex. Operational nisk is inherent to all business activities and 1s the potential for financial or
reputational loss arising from inadequate or failed internal controls. operational processes or the systems that
support them. It includes errors, omissions, disasters and deliberate acts such as fraud. The Bank recognizes
that such risks can never be entirely climinated and manages the nisk through a combination of svstems and
procedures to monitor and document transactions.

The Bank's objective is to manage operational risk so as to balance the avoidance of financial losses and
damage to the Bank’s reputation with overall cost effectiveness and to avoid control procedures that restrict
initiative and creativitv. Independent checks on operational risk issues are also undertaken by the internal
audit function.

The primary responsibility for the development and implementation of controls to address operational nisk 1s
assigned to the Board of Directors. This responsibility is supported by the development of overall Bank
standards for the management of operational risk in the following areas:

« requirements for appropnate scgregation of dutics, including the independent authonsation of
transactions;

* requirements for the reconciliation and monitoring of transactions;
«  comphance with regulatory and other legal requirements:
* documentation of controls and procedures;

# requirements for the periodic assessment of operational risk faced and the adequacy of controls and
procedures to address the nisks identificd:

*  requirements for the reporting of operational losses and proposed remedial action:
# development of contingency plans;

# training and professional development;

* ¢thical and business standards; and

* risk mitigation, including insurance when this is effective.
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Eastern Caribbean Home Mortgage Bank
Motes to Financial Statements
March 31, 2017

(expressed in Eastern Caribbean dollars)

3 Financial risk management approach . contined
i) Capital management

The Bank's objectives when managing capital are to safeguard the Bank’s ability to continue as a going
concern in order to provide returns for sharcholders and benefits for other stakeholders and to maintain an
optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Bank may adjust the amount of dividends paid to
sharcholders. retum capital to sharcholders, 1ssuc new shares or sell asscts to reduce debt.

The Bank monitors capital on the basis of the gearing ratio. This ratio 15 calculated as total long—term debt
divided by total capital. Total long—term debts arc calculated as total bonds in issue plus the Caribbcan
Development Bank long—term loan (as shown in the statement of financial position as “Borrowings™). Total
capital 15 calculated as “equity” as shown in the statement of financial position.

2017 2016

$ b

Total Debt 184,659,909 189 552 082
Total Equity 59,157,653 38.113.604
Debt to Equity ratio 3:12 326

There were no changes to the Bank’s approach to capital management during the year.
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Eastern Caribbean Home Mortgage Bank
Notes to Financial Statements
March 31, 2017

{expressed in Eastern Caribbean dollars)

3

Financial risk management .__comfinued

i)

Fair value estimation

The table below summarises the carrving and fair values of the Bank's financial asscts and liabilitics.

Carrying value Fair value

2007 2016 2017 2016

5 5 5 5

Cash and cash equivalents 6,699,510 43 428 424 6,699,810 43 428 424

Receivables 1,578,834 2,296,206 1,578,834 2,296,206
Investment securitics

FVTPL 1,063,259 - 1,063,259 -

HTM 38,357,720 7,355,233 37,699,692 1.314,152

AFS 100,000 100000 100,000 100 000

Loans and receivable 164,636,076 142673000 164,636,076 142,673 000

Mortgage loans portfolio 31,396,223 51.806.819 31,396,223 51806819

243,631,922 247,659,682 243,173,894 247.613.601

Borrowings 154,659,900 189 352 982 184,659,900 139,552 982

Accrued expenses and other liabilitics 355,332 150,756 355,332 150,756

185,015,241 189 703,738 185,015,241 189 703 738

Fair value amounts represent estimaites of the consideration that would currently be agreed upon between
knowledgeable, willing parnties who are under no compulsion to act and i1s best evidenced by a quoted
market value, if one exists. Accordinglv, fair values are equal to their carrving values due to their short-
term nature.

Mortgage loans portfolio represents residential mortgages and outstanding balances are carned based on its
principal and interests. The fair values of mortgages are equal to their carrving values.

The Bank's AFS investment is not actively traded in an orgamised financial market, and fair value is
determined at cost.

Accordingly estimates contained herein are not necessanly indicative of the amounts that the Bank could
rcalise in a current market exchange. The use of different assumptions and/or estimation methodologics
mayv have a material effect on the estimated fair values. Management is not aware of anv factors that
would significantly affect the estimated tair value amounts.

Financial instruments where carrving value 15 equal to fair value due to their short-term maturity, the
carrving value of financial instruments are equal to their fair values. These include cash and cash

cquivalents, receivables and accrued expenses and other Liabilitics.

The fair values of the floating rate debt sccuritics in issue is based on quoted market prices where available
and where not available is based on a current vield curve appropriate for the remaining term to maturity.
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Eastern Caribbean Home Mortgage Bank
Notes to Financial Statements
March 31, 2017

{expressed in Eastern Caribbean dollars)

4

Ln

Critical accounting estimates and judgements .. continued

fci)

fhj

Impairment losses on investiment securifies

The Bank reviews its investment securities to assess impairment on a regular and periodic basis. In
determining whether an impairment loss should be recorded, the Bank makes judgments as to whether
there 1s any observable data indicating an impairment trigger followed by a measurable decrcase in the
estimated future cash flows from investment sceurities. Such observable data may indicate that there has
been an adverse change in the pavment ability and financial condition of the counterparty. Management
uses experienced judgment and estimates based on objective evidence of impairment when assessing
future cash flows. There were no impairment losses on investment securities as at March 31, 2017 (2016:
Nil).

Impairment losses on morteage loans portfolio

The Bank reviews its morteage loans portfolio to assess impairment on a periodic basis. In determining
whether an impairment loss should be recorded in the statement of comprehensive income, the Bank
makes judgements as to whether there is anv observable data indicating that there i1s a measurable decrease
in the estmated future cash flows from a portfolio of mortgage loans before the deercase can be wdentified
with an individual loan in that portfolio. This evidence may include observable data indicating that there
has been an adverse change in the pavment status of borrowers. or local cconomic conditions that
correlate with defaults on assets in the Bank.

Management uses estimates based on historical loss experience for asscts with credit risk characteristics
and objective evidence of impairment similar to those in the portfolio when scheduling its future cash
flows. The methodology and assumptions used for estimating both the amount and timing of future cash
flows are reviewed regularly to reduce any differences between loss estimates and actual loss experience.
There was no provision recorded as at March 31, 2017 (2016: Nil).

Cash and cash equivalents

2017 2016

S g

Cash on hand 500 500

Balances with commercial banks 5,688,459 40,400,368
Three month fixed deposit at St. Kitts-Nevis-Anguilla National Bank
Limited maturing on April 14, 2017 beanng interest at a rate of 1.5%

(2016: 2.0%) 1,010,851 3.027.556

6,699,810 43.428 424

Balances with commercial banks camed mterest at rates ranging from 0 % to 0.1% (2016: 0 % to 0.1%) dunng
the vear.
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Eastern Caribbean Home Mortgage Bank
Motes to Financial Statements
March 31, 2017

(expressed in Eastern Caribbean dollars)

6  Receivables and prepayments

2017 2016

$ 5

Reccivables 1,578,834 2.296.206
Prepayments 97,109 19,152
1,675,943 2,315,358

Receivables represent loan pavments collected by its primary lenders on behalf of the Bank which have not been
remitted to the Bank. Receivable balances are non-interest bearing and are all current.
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Eastern Caribbean Home Mortgage Bank
Motes to Financial Statements
March 31, 2017

{expressed in Eastern Caribbean dollars)

7  Investment securities

Held for trading

FVTPL

Quoted equity instruments
HTM

Quoted corporate bonds
Quoted sovercign bonds
AFS

Unguoted equity investment
Loans and receivables
Term deposits

Bonds
Treasury bills

Total investment securities - principal

Interest receivable
Less provision for impairment — CLICO

Total investment securities

Current
Non-current

2017 2016
S $
1,063,259 -
24,195,140 7.355.233
14,162,580
38,357,720 7.355.233
100,000 100.000
104,420,174 89.773.740
46,000,000 46,000,000
9,000,000 3.000.000
159,420,174 138.773.740
198,941,153 146,228,973
5,440,902 4.124.260
(225,000) (225.000)
204,157,055 150,128,233
101,304,519 52,540,420
102,852,536 97.587.813
204,157,055 150.128.233
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Eastern Caribbean Home Mortgage Bank
MNotes to Financial Statements
March 31, 2017

{expressed in Eastern Caribbean dollars)

7

Investment securities ... cownlinned
FVTPL

Balances which are classified as fair value through profit or loss are equity instruments purchased in a diverse
range of corporations and are traded in United States Dollars, During the financial vear, the fair value of the
equity instruments increased by $34.604. The Bank also realised gains on disposal of $15,102 as well as
dividend income of $4.521 (note 18).

HTM

Held-to-maturity investments are comprised of quoted corporate and sovereign fixed rate bonds trading in
United States Dollar, Bonds have coupon rates of 4.14% to 8 88%:; whilst. the cffective interest rate for thesc
bonds ranges from 3.15% to 6.6%. Bonds have an average term of ten (10) vears; and will mature between
MNovember 2022 and September 2026, As at March 31, 2017, the fair values of these amounted to $37.699.692
(2016: $7.314.152) were derived using level 1 inputs as these bonds are quoted in active markets.

Bonds pav scmi-annual coupon interest pavments and interest income camed on these investments sccuritics
for the vear amounted to $1,070,127 (2016: nil) (see note 16).

AFS

The available-for-sale investment is comprised of 10,000 Class C shares of $10 each in the Eastern Caribbean
Sceuntics Exchange (ECSE) Limited carried at cost.

L.oans and receivables

The balances included in loans and receivables comprise of term deposits, regional bonds and treasurv bills
which are all denominated in Eastern Caribbean dollars.

a) Term deposits

Term deposits are held in various financial institutions in the ECCU region and the wider Canbbean and
will mature from May 2017 to Scptember 2019, These deposits bear interest of 3% - 7.75% (2016: 3% -
5%). During the financial vear, interest earned on term deposits amounted to $4.096.837 (2016: $5.039.939)
(sce note 16).

Term deposit held with CLICO International Life Insurance Limited

The Bank holds an Executive Flexible Premium Annuity (EFPA) with CLICO International Life Insurance
Limited (CLICO Barbados), a member of the CL Financial Group. The EFPA matured in October 2009,
During the 2011 financial vear, the Bank was informed that CLICO had been placed under judicial
management. On July 28, 2001 the Judicial Manager submitted its final report to the High Court in
Barbados setting out its findings and recommendations, As at March 31, 2017, the Bank™s management have
adopted a prudent approach to this matter and have established an impairment provision of 97% (2016:
93%) of the deposit balance and 100% (2016: 100%) of the acerued interest.
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Eastern Caribbean Home Mortgage Bank
MNotes to Financial Statements
March 31, 2017

{expressed in Eastern Caribbean dollars)
7 Investment securities ... confined
Loans and receivables .. continmued
a) Term deposits ... confinued
Term depasit held with CLICO International Life Insurance Limited .. continued

CLICO Barbados 1s a sharcholder of the Bank, As the Bank has been unable to recoup the balance due for
the term deposit held from CLICO. the Bank did not pay CLICO the sums of 5150000 for 2016 and 2015 as
well as vearly dividends of $200,000 relating to 2014, 2013, 2012 and 2011 totaling $1,100.000 as of March
31. 2017. The dividends pavable has been offset with the principal receivable in 2017,

Depaositors Protection Trust (DFT)

On July 22, 2011, the ECCB exercised the powers conferred on it by Part IIA, Article 5B of the ECCB
Agreement Act 198 and assumed control of the Antigua and Barbuda Investment Bank (ABIB). Relative to
this, the Government of Antigua and Barbuda pledged its full support to the ECCB in its efforts to resolve
the challenges facing ABIB.

By the Depositors Protection Trust Deed (the “Deed™) dated April 14, 2016 between the Government of
Antigua and Barbuda. the Trustees of the DPT and the Receiver of the ABI Bank. a DPT was established to
assist with securing the stability of the banking svstem of Antigua and Barbuda by protecting the deposits of
ABIB in excess of $500,000. The Government of Antigua and Barbuda agreed to fund the DPT by issuing a
10-year bond to the DPT in the amount of $157.000,000.

The DPT would assume the liabilitics of amounts in excess of $300,000 held in the ABIB. As of March 31,
2017, the Bank held an amount of $4.904.228 in excess of $500.000 with ABIB; accordingly, under the
Terms of the Agreement, this amount will now become a liability to the DPT. subject to the completion of
the Deed of Subrogation.

Under the Deed, depositors held under the DPT would receive ten (10) annual equal instalments equal to
1/10th of the principal benefit transferred to the DPT. Pavments related to these balances were to commence
on May 31, 2016, Furthermore, outstanding balances remaining in the DPT attract interest at an interest rate
of 2.0% per annum accruing from December 1. 2013, the pavment of which was to be made on May 31,
2016 and thercafier twice in cach vear starting on November 30, 2017 and continuing every six months until
full payment has been made of the principal benefit.

With respect to the $500.000 which was not to be transferred to the DPT, this balance was converted to a

fixed deposit and current account with the Eastern Caribbean Amalgamated Bank (ECAB). As at vear end
date. these accounts were duly transferred to the Bank.
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Eastern Caribbean Home Mortgage Bank
MNotes to Financial Statements
March 31, 2017

{expressed in Eastern Caribbean dollars)
7 Investment securities ... confined
Loans and receivables ... comtinued
b) Government bonds
Bonds denominated in Eastern Canbbean Dollars are held with regional governments and vield intercst rates
of 53.53%-7% (2016: 5.5%-7%). During the financial vear, interest eamed on these bonds amounted to
52,416,603 (2016: $2.370.499) (sce note 16). Bonds mature from May 2017 to October 2019,
¢) Treasury bills
Treasury bills are held with a rezional government and vield interest rates of 3% (2016: 2.3%-3%). During

the financial vear, interest earned on these treasurv bills amounted to $439.852 (2016: $119.802)
(see note 16). Bonds have maturity dates from May 2017 to October 2019,

8 Mortgage loans portfolio

2017 2016

S $

Commercial banks 12,151,315 20814428
Building society 6,783,216 8.525.533
Development bank 6,524,040 T.435 545
Credit unions 3,394,684 3,623,422
Finance company 2,242 968 2.407.891
31,396,223 51806819

Current 2,201,711 3,525,467
Non-current 29,194,512 48.281.352
31,396,223 51.806.819
2m7 2016
Territory analysis $ S
St. Vincent and the Grenadines 10,177,901 16964753
St Kitts and Nevis 6,524,040 7435545
Anguilla 6,126,818 6,580,929
Antigua and Barbuda 6,024,497 18.417.701
St. Lucia 2,242.967 2407 891
31,396,223 51 806819
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Eastern Caribbean Home Mortgage Bank
Notes to Financial Statements
March 31,2017

{expressed in Eastern Caribbean dollars)

8  Mortgage loans portfolio .. continued

207 2016
5 8
Movement in the balance is as Tollows:

Balance at beginning of vear 51.806,819 78,580,300

Add: Loans purchascd - 3,256,555
Less: Principal repayvments (2,557,128) (3,949 392)
Mortgages that were repurchased and replaced (2,749,076) (8.679.162)
Mortgages pools repurchased (15,104,392) (17.401.482)

Balance at end of vear 31,396,223 51806819

Terms and conditions of purchased mortgages
a) Purchase of morigages

The Bank enters into Sale and Administration Agreements with Primary Lending Institutions in the OECS
territories for the purchase of mortgages. Morntgages are purchased at the outstanding principal on the
settlement date.

b} Reconrse to primary lending instituiions

Under the terms of the Sale and Administration Agreement, the Administrator (Primary Lending Institution)
warrants that anv default, loss or title deficicney occurring during the life of the loans sccured by the
Purchased Mortgages will be remedied.

¢} Administration fees

The Primarv Lending Institutions are responsible for administering the mortgages on behalf of the Bank at
an agreed fec on the aggregate principal amount, excluding any accrued interest. penaltics or bonuscs,
outstanding at the beginning of the month in reference.

d} Rates of interest

Rates of interest camed vary from 6% to 11% (2016: 6% to 11%). During the financial vear. the Bank
carned interest income of $3,106,246 (2016: $4,846,903),

Morteage loans portfolio and accounts receivable balances held with the ABIB

Under the Sales and Administration Agreements between the ABIB and the Bank affected on May 27, 1994,
the Bank entered into an arrangement to acquire certain mortgage loans from the ABIB. The Bank acquired all
rights associated with the loans including but not limited to the right to mterest, first right to liquidation of the
loan and indemnification of losses from the ABIB. These balances have been classificd under “Mortgage loans
portfolio”™.  Under the agreement, the ABIB and subsequently ABIB under receivership collected monthly
pavments from the mortgagors on behalf of the Bank and remitted those to the Bank net of an administration
fee. Thesc have been classificd under “Receivables and prepavments™.
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Eastern Caribbean Home Mortgage Bank
MNotes to Financial Statements
March 31, 2017

(expressed in Eastern Caribbean dollars)
8 Mortgage loans portfolio . .continued
Mortgage loans portfolio and accounts receivable balances held with the ABIB .. continued

As at March 31. 2017, the mortgage loan balance amounted to $6.024 497 (2016: $18.417.701). Collections
made on behalf of the Bank for these loans amounted to $1,128,476 (2016: $1,616,382),

As it relates to the mortgage loan balance which remains with ABIB under receivership. the Bank believes that
these balances are not impaired based on the Bank’s first right to the underlving collateral supporting the loans.
Furthermore. basced on reports received from the ABIB under reccivership. the mortgages continue to be
serviced. Collections made on behalf of the loans are to be remitied to the Bank. The last remittance up to the
finalization of these financial statements was completed in June 2017,
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Eastern Caribbean Home Mortgage Bank
MNotes to Financial Statements
March 31, 2017

(expressed in Eastern Caribbean dollars)

10 Intangible assets

Computer Website
software development Total
S $ $

Year ended March 31, 2016
Opening net book value 8,201 7,502 15,703
Amortisation charge (note 20) (4,920) (4.502) (9.422)
Closing net book value 3,281 3,000 6,281
At March 31, 2016
Cost 14,761 13,505 28,266
Accumulated amortisation (11.480) (10.505) (21.985)
Net book value 3.281 3,000 6,281
Year ended March 31, 2017
Opening net book value 3.281 3,000 6.281
Amortisation charge (note 20)) (3.281) {3.000) (6.281)
Closing net book value - - -
At March 31, 2017
Cost 14,761 13,505 28.266
Accumulated amortisation (14.761) {13.503) (28.266)

Net book value - _ _
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Eastern Caribbean Home Mortgage Bank
Motes to Financial Statements
March 31, 2017

(expressed in Eastern Caribbean dollars)

11 Borrowings

Corporate papers and bonds in issue
Balance at beginning of vear

Add: Issues during the vear

Less: Redemptions during the vear

Less: unamortised issue costs

Interest pavable
Balance at end of vear

Other borrowed funds
Caribbcan Development Bank (CDE) loan
Less: unamortised transaction costs

Interest pavable

Total

Corporate papers and bonds in issue
Less: unamortised bond costs

Other borrowed funds
Less: unamortised transaction costs

Total

2017 2016
3 3
184,096,700 184096700
184,096,700 87.637,000
(184,096,700) (87.637.000)
184,096,700 184,096,700
(256,218) 342.972)
183,840,452 183,753,728
819,427 1.519.624
184,659,909 185,273,352
- 4,341,903
- (95,255)
- 4.246.648
= 32,982
- 4,279,630
184,659,909 189,552 982
2017 2016
5 5
184,916,127 185,616,324
(256,218) (342.972)
184,659,909 185.273.352
- 4.374.885
- (95,255)
4.279.630
184,659,909 189,552,982
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Eastern Caribbean Home Mortgage Bank

Notes to Financial Statements
March 31, 2017

(expressed in Eastern Caribbean dollars)

11

Borrowings ... continued

Corporate papers and bonds in issue

| wvear corporate paper maturing on Julv 4. 2017 bearing interest at a rate of
1.50%

I vear corporate paper maturing on April 4, 2017 beanng intercst at a rate of
2.00%

I vear corporate paper maturing on June 1. 2017 bearing mterest at a rate of
1.998%

| wear corporate paper maturing on December 28, 2017 bearing interest at a
ratc of 1.99%

| vear corporate paper maturing on March 27, 2018 bearing interest at a rate
of 3.00%

I wear corporate paper maturing on January 30, 2018 bearing interest at a rate
of 1.75%

| vear corporate paper maturing on September 29, 2017 bearing interest at a
rate of 2.00%

3—vear bond matured on July 1. 2016 bearing interest at a rate of 3.75%
277-day bond matured on April 4, 2016 bearing interest at a rate of 2.80%
335-day bond matured on Junc 2. 2016 bearing interest at a rate of 1.50%

331-day bond matured on December 28, 2016 bearing interest at a rate of
2.49%

3-vear bond matured on March 26, 2017 bearing interest at a rate of 4%
4-vear bond matured on January 30, 2017 beanng interest at a rate of 3.753%

4—vear bond matured on September 28, 2016 beanng interest at a rate of 4%

Total

2017 2016

S S
31,200,000

30,000,000 -

30,000,000 —
27,637,000

24,984,700 -

21,505,000 -

18,770,000 —

~ 31.200.000

— 30,000,000

— 30,000,000

~ 27.637.000

— 24984700

21.505.000

18.770.000

184,096,700  184.096.700

Bonds issued bv the Bank are secured by debentures over the fixed and floating assets of the Bank. Interest is
pavable semi-annually in arrcars at rates varving between 1.50% to 3% (2016: 1.50% to 4%).
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Eastern Caribbean Home Mortgage Bank
Motes to Financial Statements
March 31, 2017

(expressed in Eastern Caribbean dollars)

11 Borrowings ... confinued
CDB loan

On January 31, 2008, the Bank obtained a loan from CDB in the amount of US$10.000.000 (EC$27.000,000)
for a penod of 11 vears with a two—vear moratorium. The loan is payvable in 36 equal or approximately equal
and consecutive quarterly instalments from the first due date after the expiry of the two (2) vear moratorium,
Under the terms of the loan agreement between CDB and the Bank., CDB had the right to increase or decrease
the rate of interest payable on the loan. The loan was secured by first fixed and floating charges over the Bank’s
asscts. The interest rate on the loan in 2016 decreased from 3.90% to 2.97% during the financial vear. The
interest incurred for the vear ended March 31, 2017 amounted to nil (2016: 5297 458). The loan from CDB
was fully repaid in advance of maturity on April 1, 2016,

The exposure of the Bank’s borrowings to interest rate changes and the contractual re-pricing dates at the end
of the reporting period are as follows:

Maturity analysis

2017 2016
b $
3 months or less - 750,000
3-12 months 2,250,000
1-5 vears 1.341.903
4,341,903

The breakdown of interest pavable is as follows:
2017 2016
S $
Corporate papers and bonds interest pavable 819,427 [.519.624
Long—term loan interest pavable - 32.982
519,427 1,552,606
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Eastern Caribbean Home Mortgage Bank

Notes to Financial Statements
March 31, 2017

{expressed in Eastern Caribbean dollars)

11  Borrowings ... continued

The breakdown of capitalised bond issue costs and transaction costs is as follows:

2017 2016
g g
Capitalised bond issue costs
Balance at beginning of vear 342,972 303,027
Additions 419,545 520,545
762,517 823,572
Less: amortisation for yvear (note 20) (506,299) {480, 600)
Balance at end of vear 256,218 3424972
Transaction costs on other borrowed funds
Balance at beginning of vear 95,255 119,575
Additions 50,422 138.374
145,677 257 949
Less: amortisation for vear (note 20) (145,677) (162.694)
Balance at end of vear _ 95.255
256,218 438,227
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IEastern Caribbean Home Mortgage Bank
Notes to Financial Statements
March 31,2017

(expressed in Eastern Canbbean dollars)

11

Borrowings ... continued

Breakdown of capitalised bond issue costs

| vear corporate paper maturing on March 27, 2018 bearing interest at a rate of
3.00%

| vear corporate paper maturing on January 30, 2018 beaning interest at a rate of
1.75%

| vear corporate paper maturing on December 28, 2017 bearing interest at a rate
of 1.99%

Capitalised issue costs for debt instruments not vet issued

| vear corporate paper maturing on September 29, 2017 bearing interest at a rate
of 2.00%

| vear corporate paper maturing on July 4. 2017 bearing interest at a rate of
1.50%

| vear corporate paper maturing on June 1, 2017 bearing interest at a rate of
2.75%

365-day revolving credit matured January 31, 2017 bearing interest of 7.0%
331-day bond matured on December 28, 2016 bearing interest at a rate of 2.49%
3-vear bond matured on March 26, 2017 bearing interest at a rate of 4%

4—vear bond matured on January 30, 2017 bearing interest at a rate of 3.75%
3—vear bond matured on July 1, 2016 bearing interest at a rate of 3.73%
335-dav bond matured on June 2, 2016 bearing interest at a rate of 1.50%
4—vear bond matured on September 28, 2016 bearing interest at a rate of 4%

277-day bond matured on Aprl 4, 2016 bearing interest at a rate of 2.80%

Total

207 2016

$ 5

66,6062 -

52,380 -

43,694 -

43,297 47.701
23,248

16,569 -

10,368 -

- 125,000

- 82,526

- 38,381

21,153

- 11,408

- 7428

- 6,568

2.807

256,218 342,972
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11 Borrowings ... confinued

Capitalised bond issue costs

The bond 1ssue costs are being amortised over the duration of the life of the respective bonds ranging from 277
davs to four (4) vears (2016: one (1) to four (4) vears) which carry an interest rate ranging from 1.50% to 3.0%

(2016: 1.5% to 4%).

Transaction costs on other borrowed funds

The costs associated with the negotiation of other borrowings are being amortized over the tenure of the funds

acquired.

Revolving line of credit

During the financial vear, the revolving line of credit was established with the Grenada Co—operative Bank

Limited with a limit of $32.000,000,

12 Accrued expenses and other liabilities

Accrued expenscs
Other liabilitics

2017 2016
$ $
311,222 147.756
44,110 3,000
355,332 150,756

13  Share capital

The Bank 1s authonsed to issuc 400,000 (2016: 400,000) ordinary shares of no par valuc.

As at March 31, 2017, there were 268,749 (2016: $268.749) ordinary sharcs of no par value issucd and

2017
$

9,189,920
7.562.200
11.062.800
9.185.020

2016
$

9,189,920
7.562.200
11,062,800
9,185,020

outstanding,
Number of
shares
Class A 66,5812
Class B 51,178
Class C 80,181
Class D 70,578
268,749

36,999 940

36,999 940
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13 Share capital .._continued

14

15

The Bank has adopted the provisions of the Grenada Companics Act No. 35 of 1994, which requires companics
to 1ssue shares without nominal or par value. Under Article 29 — Capital Structure of the Easterm Caribbean
Home Mortgage Bank Act, (1) Subject to Article 30, the authorized shares capital of the Bank is $40,000, 000
divided into 400,000 shares of the $100 each. in the following classes:

(a)
(b)

(c)
(d)

()
(f)

100000 Class A shares which may be 1ssued only to the Central Bank:

60,000 Class B shares out of which 40,000 may be issued only to the Social Security Scheme or National
Insurance Board and 20,000 to anv Government owned or controlled commercial bank;

B0.000 Class C shares which may be issued only to commercial banks. other than a Government owned or
controlled commercial bank;

40,000 Class D shares which may be issued only to insurance companies and credit institutions:

40,000 Class E shares which may be issued only to the International Finance Corporation: and,

BOL0G0 Class F shares which may be 1ssued only to the Home Mortgage Bank of Trinidad and Tobago.

Portfolio risk reserve

In March 2004, the Board of Dircctors approved the creation of a portfolio nsk reserve. After the initial
transfers from retained camings. the Board of Dircctors also agreed to an annual allocation to cach reserve fund
of 20% of profits after the appropriation for dividends, effective March 31, 2005,

The movement of portfolio nsk reserve 1s shown below.

2017 2016

5 S

Balance at beginning of vear 8,962,834 8,865,029
Transfer duning the vear 208,810 97.8035
Balance at end of year 9,171,644 8.962 834

Dividends

At the Annual General Meeting on November 7, 2016 (2016: November 11, 2015). dividends of $7.50 (2016:
$7.50) per share were approved amounting to $2,015,618 (2016: $2.015.618).

Dividends paid during the financial vear amounted to $2,015,618 (2016: $2.015.618). The dividends pavable
amounted to $130.000 at March 31, 20017 (2016: $950.000). In 2017, management took the decision to offset
dividends payable to CLICO Barbados $150.000 (2016: $950.000) against a balance receivable for term
deposits held with the Bank in the amount of $3,000,000, The principal balance of the investment is now
reflected as $3.900.000 (2016: $4,050,000).
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16

17

18

Interest income

Term deposits (note 7)

Mortgage loans portfolio (note 8)
Government bonds (note 7)
Quoted bonds (note 7)

Treasury bills (note 7)

Bank deposits

Interest expense

Bonds in issue
CDE loan

Other income

Mortgage underwriting seminar income
Mortgage underwriting seminar expenses

Unreahsed fair value gains on cquity investments

Gain on disposal of cquipment

Realised fair value gain on disposal of equity instruments (note 7)
Dividend income (note 7)

Other income
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2017 2016
b 3
4,096,837 5,039.939
3,106,246 4,846,905
2,416,603 2,370,499
1,070,127 -
439,852 119.802
12,264 46,425
11,141,929 12,423,570
207 2016
$ $
4,790,392 6.226.514
- 297 458
4,790,392 6,523,972
2am7 26
b b
177,000 168,011
(119,290} (127,697)
57,710 40,314
54,604 -
36,905
15,102 -
4,521
- 125
168,542 40,4349
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19 General and administrative expenses

Salaries and related costs

Rent (note 23)

Credit rating fee

Chief Executive Officer expenses
Telephone

Internal audit fees

Home Ownership Day

Others

Advertising/promotion

Airtares

Commussion and fees

Printing and stationery

Hotel accommaodation

Office supplies

Repairs and maintenance

Courier services

Dues and subscriptions

Insurance

Computer repairs and maintenance
Legal and professional

20 Other operating expenses

Amortisation of bond 1ssuc costs and transaction costs (note 11)
Directors fees and expenses

Sundry

Depreciation of motor vehicle and equipment (note 9)
Professional fees

Amortisation of intangible assct (note 10)

Forcign currency losses

2017 2016

$ $
1,385,864 1,161,276
180,000 147.847
62,436 40,754
60,186 20.864
55,834 36,736
35,700 35,700
35,000 -
33,463 44,661
28,870 29,307
28,855 13,041
21,466 18.250
17,085 28,911
13,874 2,603
11,767 7.386
11,532 25,003
7,958 3.394
7,895 12,429
6,900 6,554
5,741 20,441
5,737 29,932
2,016,163 1.685.089
2017 2016

S S
651,976 643.294
312,508 301,766
84,382 115,785
81,034 86.331
57,700 55,204
6,281 9.422
371 6.460
1.194,252 1.218.262
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21 Earnings per share (EPS)

Basic and diluted EPS are computed as follows:

2017 2016

S S

Net profit for the vear 3,059,667 2,504,642
Weighted average number of shares issued 268,749 268,749
Basic camings per share 11.38 9.32

The Bank has no dilutive potential ordinary shares as of March 31, 2017 and 2016,

22 Contingent liabilities and capital commitments

The budget as approved by the Board of Directors does not include capital expenditure for the vear ended
March 321, 2017 (2016: nil). There were no outstanding contingent liabilities as of March 31, 2017 {2016: Nil).

23 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 operational decisions.

The ECCE, which provided material support to the Bank in its formative vears, holds 24 9% of its share capital
and controls the chairmanship of the Board of Dircctors. Additionallv. the Bank is housed in the complex of the
ECCB at an annual rent of $180,000 (2016: $147.847).

The Bank maintains a call account with the ECCB for the primary purpose of settlement of transactions relating

to the mortgage loan portfolio with some of its Primary Lenders. As at March 31, 2017, the balance held with
the ECCB was $69.450 (2016: $4.430.453).

Compensation of key management personnel

The remuneration of directors and key management personnel during the vear was as follows:

2017 2016

s s

Short—term benefits 312,507 420,380
Dircetor fees 165,000 198000
477,507 A 18,380
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24

Reclassifications

Several items in the financial statements have been reclassified to achieve a clearer or more appropratc
presentation. The comparative figures have been similarly formatted and reclassified in order to achieve
comparability with the current period. The items reclassified are as follows:

a) Bond premium was reclassified from receivables and prepavments to investments securities.

b) AFS investment was reclassified from AFS investment to investment securities.

The summary of reclassifications is shown below.

Effect on statement of financial position
Reeccivables and prepavments

AFS investment

Investment securitics

As previously

classified Reclassifications As reclassified
2016 2016 2016

s s b

3,066,391 (751,033) 2.315,358
100,000 ( 100,000) -

149 277.200 851,033 150,128,233
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