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Mission

The Development Bank of Jamaica provides
opportunities to all Jamaicans to improve their quality
of life through development financing, capacity

building, public-private partnership and privatisation
N, solutions in keeping with Government policy.

Core Values

Professionalism
Integrity
Accountability
Innovation



>, the National Development Bank of Jamaica Limited.

Background

The Development Bank of Jamaica was established
in April 2000, the outcome of a merger between two
wholly owned Government of Jamaica institutions,
the Agricultural Credit Bank of Jamaica Limited and

The Ministry of Finance and Planning has portfolio
responsibility for the DBJ.
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Management Team

Standing:

Claudette White, Manager, Communication & Marketing; Yvonne Williams, General Manager, Human Resources &
Administration; Denise Arana, General Manager, Public-Private Partnerships & Privatisation Services; Yvonne Lewars,
General Manager, Institutional Strengthening & Project Management; Dorothea Simpson, General Manager, Finance
& Treasury; Sheron Henry, General Manager, Legal Services; Tamara Baugh-Brissett, General Manager, Auditing
Services; Claudine Tracey, General Manager, Strategic Services/Risk Management.

Seated:

Edison Galbraith, General Manager, Loan Origination and Portfolio Management; Milverton Reynolds, Managing Director;
and Cleveland Malcolm, General Manager, Management Information Systems.
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Chairman & Managing Director’'s Report

DBEJ DRIVEN
f / O"“ J“\

H‘g—)

\_tZresults beyond imagination

Deiwe:’mg Real h'npail and Value, Ena bling N.‘:[mnal goals

The DBJ beganits2013/14Financial Yearunder the strategic
theme “DBJ DRIVEN (Delivering Real Impact and Value
Enabling National goals) results beyond imagination”. By
the close of the period, the organization remained true
to its commitment and delivered sustainable value in
impactful ways for its stakeholders.

The Bank was DRIVEN to achieve and surpass most of its
major targets including surpassing its investment target
by 104% through the facilitation of investments of $15.4
billion from its lending activities. In fact, the DBJ made
record high approvals in 2013/14, approving some 9,799
loans valued at $8.2 billion. This is 36% higher than the
amount approved the prior year. The DBJ was also able
to facilitate a projected 4,436 new jobs while maintaining
15,992 existing jobs in the period under review.

New Investments Supported by DBJ Financing
2013/14 (15M)

515,429

$7.,570

Target Actual




Setting the Environmental
Context

The DBJ operated within the context
of a socio-economic environment
that brought both challenges and
opportunities. The Bank was able to
use its strengths to mitigate many
of the threats from its external
environment and capitalize on
opportunities presented.

In 2013/14, the Government of
Jamaica’s {GOJ} operations were
shaped by animproved international
economic  environment, which
facilitated increases in remittance
inflows and growth in the tourism
sector. Despite these conditions,
there was weakened domestic
demand throughout the fiscal year
occasioned by continuing high
unemployment coupled with the
effects of the GOJ's programme of
fiscal consolidation.

In May 2013, the International
Monetary Fund {IMF) approved a
Four-Year Extended Fund Facility
{EFF} with the GOJ, to provide
funding of approximately US$952.0
million. The aim of the EFF is to
assist with creating an environment
for sustained growth through
improvement in fiscal operations,
reduction of the debt burden as
well as structural reforms aimed at
improving the competitiveness of
the Jamaican economy.

benchmarks as required by the
IMF programme resulting in the
successful completion of three
successive quarterly programme
reviews by the IMF.

Within the context of GOJ success-
fully meeting targets set by the IMF
programme and improved interna-
tional macroeconomic conditions,
Jamaica’s macroeconomic environ-
ment remained stable.

Real Gross Domestic Product {GDP)
is estimated to have increased
marginally by 0.9% in FY 2013/14
compared with 0.7% in the previous
year. Real wvalue added growth
estimated at 2.6% for the Goods-
producing sectors accounted
for the larger share of increased
economic activity. This was followed
by the Services sector with growth
estimated at 0.3%. Changes in GDP
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were primarily driven by:

Growth in stopover arrivals due
to an increase in airline seats
 Increase in global demand
and an increase in the local
production of bauxite and
alumina
Increased
multilaterals
Increased demand for domestic
and export crops
Expansion in residential and
non-residential construction
activities; and
Favourable weather conditions
relative to the previous fiscal
year in which output was
impacted by the effects of
Hurricane Sandy and drought
conditions.

support from

During the review period, all
industries are estimated to have

End of period exchange rate, SJ/SUS
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recorded  increases in  value
added with the exception of
manufacturing, which is estimated
to have declined by -0.5%. The
largest change in value added is
estimated for mining and quarrying
at 8.3%. The substantial change in
mining and quarrying was as a result
of increased production of alumina
and bauxite, in the context of an
increase in global demand. Another
area that experienced substantial
growth was agriculture and fishing,
estimated at 7.6%.

The Services sector value added
was primarily driven by increases in
Hotels and Restaurants estimated
at 1.6% and Goods estimated at
3.2%. Other industries that are
estimated to have had a positive
out-turn are Transport, Storage and
Communications at 0.2%, Finance
and Insurance services at 0.4% and
Real estate, Rental and Business
Activities at 0.3%.

Exchange Rate

Overthereview period, the Jamaican
dollar depreciated against the US
dollarby 12.2%, movingfrom 591.17
at end-March 2013 to $109.57 at
end-March 2014. The depreciation
was largely due to a concentration
of foreign currency supply in a few
entities, as investors hedged against
further depreciation by augmenting
their foreign currency denominated
positions.

Inflation

Inflation for FY2013/14 declined
to 8.3% from 9.1% in the previous
year, based on movements in the
All Jamaica ‘All Divisions’ Consumer
Price Index. The inflation out-
turn for the 2013 calendar year
was 9.7%, relative to the 8§.0%
recorded in 2012, The main sources
of inflationary pressure during the
2013/14 fiscal year were:

DBI funding was used on behalf of KH] Holdings Limited for the remod

— & b ®

elling and refurbishing of the former Sandy Bay Beach Resort and the Mahoga

(2} Depreciation of the local curren-
cy, moderated by persistent weak
domestic demand conditions

* Drought conditions during the
first quarter which adversely
affected agricultural prices
Administrative increases grant-
ed by the Office of Utilities Reg-
ulation (OUR) for bus fares in
the second quarter as well as for
water and sewerage during the
third quarter

=) Increases in the national mini-
mum wage in January 2014

(*) Increases in imported oil prices

) Food and non-alcoholic bever-
ages {(up 6.3%); and

*) Transportation (up 19.0%).

J_.

Labour Force

InJanuary 2014, there were 1,130,500
persons employed in Jamaica.
This showed no significant change
compared with total employed of
1,110,000 in January 2013,

Beach Hotel in Negril, Westmoreland, into a luxury 5-star hotel now known as ‘Hotel Azul Sensatoria Jamaica'.




In January 2014, the ovenall
unemployment rate was 13.4% for
both sexes with a higher rate among
females than males (17.4% and
10.1%, respectively). This overall
unemployment rate reflected a
marginal reduction when compared
with 14.5 per cent in January 2013.
The unemployment rates among
youths aged 14-24 years was 33.3%
for January 2014, representing a
decrease of 3.2 percentage points
when compared with 36.5% in
January 2013,

Results Beyond Imagination

It is within this economic environment
that the DBJ was able to achieve
“results beyond imagination”
especially in providing the required
development financing and other
critical support needed to drive
growth and developmentin the Micro,
Small and Medium-sized Enterprises
(MSME) sector in 2013/14.

Outlook

We believe the outlook for the
Jamaica economy is positive, with a
forecast for moderate growth. Over
the medium term, with continued
support from the IMF under the
EFF facility, the GOJ is committed
to achieving debt reductions to
more sustainable levels, improved
fiscal operations, and an improved
business environment arising
from continued implementation
of economic and other structural
reforms. The Jamaican economy
will, however, remain susceptible
to external macroeconomic shocks
and natural hazards that have the
potential to negatively impact its
macroeconomic performance.

DBJ was able to
achieve “results be-
yond imagination”
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Providing access to financing
for MSMEs

The DBJ once again signaled its
commitment to MSME financing
when an ambitious target of S$2
billion was established at the start
of the vyear This target formed
a part of the ‘growth strategy’
underpinning the IMFs Four-Year
Extended Fund Facility agreement
with the Government.

The DBJ exceeded this target by
14.4% with approvals of $2,288.8
million in loans for the MSME
sector and by 66% when compared
with amounts on-lent in the
previous financial year. Some 9,642
of these loans were facilitated
through Microfinance Institutions,
underscoring the DBJ's ongoing
commitment to microentrepreneurs
as fundamental building blocks of
the Jamaican economy.

The DBI promotes and finances investmentsin energy conservation, energy effidency and renewable energy technologies, and provides energy loans

for businesses and households.
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A worker at the Leon Blackwood poultry farm demonstrates the use of a brooder thatisused to
keep the baby chicks warm. A DBJ loan is being used to purchase and install solar panels on the
poultry houses.

Building the Capacity of
MSMEs

Through its  capacity-building
strategy and programmes, the DB
continued to address the capacity
challenges that inhibit access to
financing by MSMEs.

In the period under review, the DBJ
invested 562 million and leveraged
5466 million in counterpart grants
from international development
partners and local partners to fund
various capacity-building, technical
assistance and institutional
strengthening programmes and
projects.

As a result, over 300 MSMEs
participated in  various DBIJ-
sponsored initiatives duringthe year.
These developmental programmes
have created varying degrees of
success including the creation of
opportunities for MSMEs to access
financing, increases in business
sales and the penetration of new
markets.

Building the foundations for
a sustainable venture capital
ecosystem

In its determination to provide
an environment conducive to
the growth of the MSME sector,
in 2013-14 the DBl continued to
take a comprehensive approach
to development financing by also
facilitating access to equity via the
Jamaica Venture Capital Programme
(JVCP).




The Bank focused on filling those
gaps that represent hurdles to
the development of a vibrant and
effective venture capital market.
One gap addressed was the
venture capital knowledge deficit
within the lamaican marketplace.
Conseguently, the DBl in partnership
with the IDB ard World Bank
pursued a programme of knowledge
development, information
sharing and sensitisation aimed
at building the capacity of
multiple stakeholders, resulting
in the inaugural Venture Capital
Canference in September 2013,
attracting 300 persons from the
business sector, financial markets,
academia and Government.

The conference spawned further
developments  which  included
the introduction of the National
Business Model Competition
aimed at promoting innovation and
entrepreneurship among tertiary
level students, ultimately leading to
viable business models which are
supported to become operational.
The objective is to encourage new
businesses that have the capacity
to positively impact growth and
employment.

It is expected that the IVCP will
provide training, advice and other
forms of support to potential
investors and aid inthe development
of the professionally managed
venture funds that are vital to a
sustainable local venture capital
industry.

Increasing revenues and
economic growth through
privatisations and public-
private partnerships (PPPs)

In the area of Privatisation and PPP
management, the DBl built on the
foundations of policy, legislative and
institutional framework, and inter-
nal capacity-building while simulta-
neously executing critical transac-
tions in support of the GOl’s Growth
Agenda and public sector reform
programme.

Among the many crucial privatisation
transactions under management
during the review year were the sale
of assets of the Cocoa Industry Board
with the objective of facilitating an
increase in cocoa production and
the development and modernisa-
tion of the industry; and the sale of
the Petroleum Company of Jamaica
{Petcom) to expand and develop the
petroleum industry. Other privatisa-
tion transactions in varying stages of
execution included the Jamaica Rail-
way Corporation, Windalco, and Cay-
manas Track Limited.

The DBJ also had several PPP trans-
actions in progress. They included
the Norman Manley International
Airport, a critical component of the
Government’s plans to establish Ja-
maica as a logistics hub; Kingston
Container Terminal, to enable the
port to meet anticipated traffic from
the Panama Canal expansion; and
the Port Community Systems, to im-
prove efficiency in doing business
within the port community.

Annual Report 2013 - 2014

Having recognised the importance of
building the capacity of government
ministries, departments and
agencies to identify and structure
viable PPP and privatisation
opportunities, the DBl hosted
several awareness-raising and
training sessions during the year
Broadening that mandate, the DBJ
also collaborated with UK Trade and
Invest to deliver the Jamaica PPP
Conference in February 2013 which
was attended by saveral Caribbean
government officials, international
PPP practitioners and local private
sector interests.

Strong leadership, Prudent
Governance, solid strategy
and efficient operations

underpin the DBJ's success

Good corporate governance
underpins the DBl's systems of
accauntability, transparency and
efficiency. The Bank’'s corporate
goverpance is guided by the
Government of Jamaica Corporate
Governance Framework for Public
Bodies {2012}, The Public Bodies
Management Accountability Act
{2012}, the Financial Administrative
& Audit Act, and the Companies Act
of Jamaica.

Sound strategic planning, risk
management and execution drive
the delivery of value to Jamaica. The
execution of strategy by the Bank’s
116 staff members led by a strong
Board of Directors has resulted
in a credible performance in this
financial year. This was recognised
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by the regional ratings agency,
Caribbean Information and Credit
Ratings Services Limited (CariCRIS),
which has endorsad the prudent
management of the institution.

The CariCRIS report

CariCRIS has once again reaffirmed
the DBJ’s credit rating. This has
resulted in a rating of CariBBB
{Foreign Currency Rating),
CariBBB+ (Local Currency Rating)
on the regional rating scale and
jmAA- on the Jamaica national
scale to the debt issue (notional)
of USS5 million. According to
CariCRIS, this means that the DBJ's
creditworthiness, relative to other
Caribbean banks, is adequate.
Importantly,the DBJ has maintained

in spite of the challenges facing the
Jamaican economy.

CariCRIS writes that “The ratings
of DBJ continue to reflect the
company’s dominant market
position in development financing
in Jamaica and the GQJ's continued
support via loan guarantees.
Further supporting the ratings are
DBJ's good financial performance,
relatively low credit risk via its
intermediary lending model, well
qualified senior management team
and the organization’s continued
focus on risk management.”

Bottom line Impact

The Bank’s Statement of Financial
position continued to reflecta strong
financial position. The DBJ recorded

X DISTAIBUTORS LTD.
Fagpe o Chsadins

Workers display products at Southside Distributors in Junction, St. Elizabeth. The company used
DBI funding to purchase equipment and expand the factory space.

Net Profits of 5742.8 million, Total
Assets amounted to 5$23.2 billion,
and an equity base of $8.5 billion.

DBJ, still DRIVEN...

The DBJ looks towards the next
financial year inspired to have an
even greater impact continuing
the theme “DBJS DRIVEN (Delivering
Real Impact and Value, Enabling
National goals) results beyond
imagination.” The 2014/15 strategy
is underpinned by three pillars:

*/ Driving growth & development
of MSME sectors

*) Creating growth with Social
Inclusion

* Developing efficient strategies
for the GOJ and creating optimal
investment opportunities for
Jamaica

Your Bank is committed more
than ever to deliver impact and
value toward achievement of its
Mission to “provide opportunities
to all Jamaicans to improve their
quality of life through development
financing, capacity building,
public-private  partnership and
privatisation solutions in keeping
with Government policy”, a central
pillar of the Vision 2030’s strategy to
make Jamaica the place to live, work
and raise families’.
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DBJ Financial Highlights

COMPARATIVE FINANCIAL SUMMARY (JSM)

Year Ended 31-Mar 2014 2013 2002 2011 2010 2008
| Total Income 1211030 | 158640 | 274060 | 441320 | 417550 |3,901.20 | 377220
| Total Interest Income 1119860 | 114250 | 176480 | 3,68850 | 3,792.90 | 339370 | 3,142.90
| Total Interest Expense (5310|4770 [105350 |288950 | 299220 | 250060 |218470
| Non-nterest/Other Incorme Jon7 4430 o758 | 7247 | 3826 | 5075 | 6203
| Non-nterest Expense 16501 | 6031* |5673  [s058  |7053  |890.9  |o739 |
| Net Profit Before|mpairment Loss | o202 5062 [111990 |100260 6043 | o800 _.| 6846
| Impairment Loss__ Tarra0 | 0230 @oz50 | @7910) | 8790) | Ge270) | G12.70)
(Loss)yProfitforyear | 7428 | @assao)|e017 | 7235 364 | 4174|3719
' Total Assets | 2326920 | 22,167.80 | 22,624.40 | 48,928.00 | 49,686.20 ] 4641450 | 4626270
| Total Equity 1?468 20 | 7,64130 | 1063460 [ 997870 | 953610 | 892190 | 6359.60
| Loans Payable | 1443350 | 1412560 | 11,49120 | 38,597.90 | 39,851.50 | 36,473.10 | 34,324.30
| Regular Loan Por tfolio [ 15,263.50 | 11,966,70 | 11,948.20 | 9,06090 | 12,239.90 | 10,605.80 | 8101.20
| GOl Infrastructural Loan Programme | 200 | 1834 [ 1815 | 2515650 | 25,521.90 | 24,846.80 | 24,618.60
The DBJ performed creditably during Year 2013/14, representing an under review, to §15,263.5

Financial Year 2013/14, recording
a Net Profit of $742.8 million. Total
Assets amounted to $23,269.2
million and the Equity base stood at
158.5 billion. The Bank’s Statement
of Financial position continued to
reflect a strong financial position.

income

The DBJ's Total Income of $2,110.3
million for the financial year ended
31 March 2014 represents an
increase of 33% above the previous
financial year and was mainly due to
the recovery of previous impairment
loss provision amounting to J1$408.6
million.

interest Income

Interest Income amounted to
$1,198.6 million for the Financial

increase of 5% above the previous
financial year. The following sources
generated the interest income:

201314 2012113

~ lsm |sm

Loan

_Eorrfo_ho I 8986 ,‘81,0_'?
3318

Investment f 300
- 1,1946

11425

The Bank’s interest-earning assets
increased, except for Investment in
resale agreements when compared
with the values recorded for the
previous financial year.

' The Bank’s Loans Portfalio,
which includes a mortgage
receivable from Ackendown of
$2,324.8 million {USS21.3M),
increased by 28%, moving
from $11,966.7 million at the
beginning of the financial year

million at the end of March 31,
2014. The interest income from
the Loans Portfolio amounted to
$8398.6 million and represented
a 10.8% increase above the
earnings recorded for the
previous year. This increase was
mainly due to the high demand
for the DBJ Loan products.

=l The Bank's Investment in
resale agreements declined by
$1,223.3 million or 63% when
compared with the Investmeants
in this category for the previous
financial year. The decline was
mainly due to financing of the
DBl's loan products. Interest
income for the year 2013/14
on the Bank's Investments
amounted to $300.0 million and
was 10% below the earnings
recorded for the previous
financial year.

) Interest in Associated Compa-
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nies increased from $902.8 mil-
lion at the beginning of the year
to $924.9 million at March 31,
2014. The increase was mainly
due to additional funding pro-
vided by the Bank.

Other Income

For the Financial Year 2013/14,
the DB/ recorded other income
mainly comprising administrative
fees, rental income, commitment
fees, Appreciation in Fair value
of investment properties and net
foreign exchange gains arisingon the
translation of Assets and Liabilities
{see Table).

The other income recorded for the
year under review amounted to
1$911.7 million, of which 45% or
15408,573 million arose from the
recovery of previous impairment
losses.

Administrative fees declined by 55%
below the amount recorded for the
previous year and this decrease

was attributable to the fact that
the PetroCaribe Development Fund
{PDF) established its own financial
and administrative functions during
the previous year. The PDF had
grown to a size where it was not
prudent for the DBJ to provide these
services. However the increasz in
rental income is attributable to the
space occupied by the PDF.

Foreign Exchange gains was the
second highest item included in
other income and represents the
net gains on the company’s assets
and liahilities due tothe devaluation
of the Jamaican Dollar vis-a-vis the
United States Dollar.

The other category of this non-
interest income relates ta interest
from staff loans, processing fees
from loans and penalty interest
arising on late payments.

Interest Expenses

Interest expense for the financial
year under review amountec to

$'000 | $'000
Administrative Fees : TT_(JGR _]_39,682
' Commitment Fees | 57171 | 26,293
Rental Income . 89,1-42 | 77.858 B
Privatisation Fees 16,546 | 24,445
:@i_qn_Excha;c_E qains 1167562 m|§336_3_

Appredation in Fair value of investment properties 113,730 |

Gain on disposal of proper ty dr)c_i_t_eqt_li_p_mgm 1,103 | 951
| Other non-interest income 40,183 | 31,602
Bad Debt Recoveries

108,573 |0
911

$531.0 million, representing an
increase of 11% above the previous
year's interest of $477.1 million.
This increase was mainly due to the
draw-down under the PDFs line
of credit and also the devaluation
of the Jamaican dollar vis-a-vis
the United States Dollar. The Bank
honored its loan obligations to the
multilateral institutions on a timely
basis during the year under review.

Non-Interest Expenses

During the period under review, the
DBJ incurred operating costs totaling
$650.1 million and this represented
an increase of 8% above the costs
incurred in the previous financial
year. The Bank continues to
monitor its costs by implementing
cost-containment measures. The
following items are significant or
showed increases over the previous
year:

' Advertising and public relations
costs showed an increase of
13% above those recorded for
the previous financial vyear
The Bank has embarked on
an advertising programme to
ensure that clients are aware
of its loan products in order to
facilitate the country’s Growth
Agenda.

'+ Professional Fees which totaled
$43.4 million and represented
a significant increase over the
previous year costs included:

» Receiver’s fees - $15.2 million
» |[ASvaluation etc. re the Banks
Pension Fund - $.971 million




* Property valuations - $.889
million

+ Special review of the Micro
Finance Institution - 51.3 million
* Professional fees re Casino
Gaming - 55.8 million

» Professional fees re Ministry
of Transport & Works - 55.5
million

@ Occupancy costs which include:
electricity, insurance, security
and repairs and maintenance
recorded a decrease of 3%
below the costs incurred in the
2012/13 Financial Year. The
decrease resulted from the
costs of repairs to buildings

T—
" 'Y e -

showing a decrease of 17%
below the previous year when
considerable maintenance work
had been undertaken.

Net Profit

The Bank recorded a net profit of
5742,817 million, after impairment
losses of 15177.4 million.

The DBJ continues to carry out its
mandate of providing financial
solutions to viable projects and
facilitate growth and development
in the economy and has adequate
reserves and assets to continue this
mandate.
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ASSET AND EQUITY
BASES

Asset Base

The DBJs asset base stood at
523,269.2 million as at 31 March
2014, representing an increase of
5% above the Total Assets recorded
for the Financial Year 2012/13. This
increase was mainly due to the
impairment loss provision which
was mentioned earlier under net
profit.

Workersbag potatoes on the Clifton Campbell Farm in North Manche ster. DBJ funding was used to expand the farm.
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Equity Base

Shareholder’s Equity amounted to
$8,468.2 million at the end of March
2014, recording an increase of 11%
from the restated previous vyear
figure of $7,641.3 million. The Equity
base remains strorg, providing the
foundation for the Bank to execute
its mandate and continue to play a
pro-active role in fostering growth in
the economy.

FLINDING

Funding to meet the Bank's loan
disbursements and debt obligations
during the yearcame principally from
loan reflows, internally generated
cash provided from operations, as
well as Loans drawn amounting to
overJ5376.7 million. Included in this
amount was U$$3.0 million from the
Petro Caribe Development Fund and
LUSS587,371.48 was drawn from the
Caribbean Development Bank.

FUNDS MANAGEMENT

As part of its overall functions the
DEBJ manages the following funds:

Capital Development Fund
Private Sector Energy Fund
Intech Fund

Rio Tinto Alcan Legacy Fund
National Investment Bank of
Jlamaica - Recoveries

6. Credit Enhancement Fund

e whe

The Bank also provides accounting
services to National Road Operating

Development Bank of Jamaica

and Constructing Company Ltd.
{NROCC), Harmonisation Ltd and
Silver Sands Estates Ltd.

Solvency

At the end of the period under
review, the Bank reported a debt/
equity ratio of 1.6:1 in line with the
ratio of 1.8:1 at the end of March
2013. This ratio remains within
the guidelines of the multilateral
lending agencies, which stipulate
a maximum range of 4:1 and 6:1.
The DBJ's strong Asset and Eguity
bases will enable the Bank to attract
additional funding and successfully
undertake its mandate of assisting
in the economic development of the
Jamaican economy.

LOAN PORTFOLIO

At the end of the financial year 31
March 2014, the total outstanding
loan portfolio of the Bank stood
at $15,263.5 million compared to
$11,966.7 million for the financial
year ended 31 March 2013, an
increase of 28%. The distribution
of the outstanding loan portfolio at
the end ofthe year 2014 and 2013 is

shown in table:

| 2014 2013

lJsoc0 | Js'o00 ]

Loans to AFls 7802 [agsa2 |

Loans to PCBanks | 12sas | 11927 J

Loans to Direct Borrowers | 3.356.7 | 2.754.1 1

MFls | 515.3 | 5853 i
Mortgage Receljvable Ackendown | 2,324.9 | 2,480.3

| 15,2635 | 11,9667 '

Foreign Exchange gains was the second
highest item included in other income
and represents the net gains on the
company's assets and liabilities due to
the devaluation of the Jamaican Dollar
vis-a-vis the United States Dollar.




In 2013/14, the DBJ's lending
operations continued to deliver
strong results in support of the
Government's Growth Agenda. The
Bank maintained its emphasis on
the creation of new jobs and the
stimulation of new investments in
key growth sectors along with access
to affordable financing for MSMEs.

In this regard, DBJ continued to
make loans availablz to support new
investments in agriculture, agro-
processing, manufacturing, mining,
tourism, technology and services at
preferred rates of interest and on
flexible terms to MSMEs through
its network of Approved Financial
Institutions {AFl) and Microfinance
Institutions {MFI) as well asto larger
businesses,

17
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Loan Origination & Portfolio
Management (LOPM)

Initiatives undertaken this
year

In pursuit of the Bank’s lending
targets the LOPM department
intensified its engagement of SMEs
and AFIls to better understand
their needs and communicate the
benefits of DBJ's financing solutions
whilz generating and converting
leads through relationship
building and tactical selling. This
involved DBJ's Account Executives
meeting with potential borrowers
and representatives of financial
intermediaries in their business
places island-wide. The team
continued its customer acquisition
initiative by the following deliberate
strategies:

1. Each AFl and MFI was reviewed
to determine and understand

their relative appetites for
development loans with the
relationships  managed to
achieve mutual benefit.
Investors and sector groups
that showed potential for
growth in investment and job
creation were identified and
meetings were held with them
to understand their needs;
to inform them about the
benefits of DBJ's products and
to explain how these benefits
could be accessed through the
intermediaries.

Meetings were facilitated
between potential sub-
borrowers and their AFI
or MFlI to ensure effective
communication of the benefits
of and the requirements to
access DB loans.

Follow up with AFls and sub-

A worker moves goodsin Rudolph May's Clarendon-based company. Mr. May received DBJ financing to expand the warehouse in his packaging and
distribution company and a DBJ energy loan to purchase a photovoltaic system for hisnine poultry houses.
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borrowers to ensure smooth
processing of loan applications.

The Bank also reorganized its
portfolio management functions by
splitting that unit into two parts.
Of these, one section focused on
loan administration and compliance
while the other focused on credit
appraisal. As a result the team
ensured that loan applications were
processed efficiently and ensured
that clients returned documentation
and requested disbursements within
the DBl’s established timelines.

REVIEW OF LENDING

The DBJ's strategic focus and
initiatives allowed the Bank to
significantly increase its prior year
lending and surpass the loan impact
targets established at the start of
the year.

During the year, the Bank’s lending
activities facilitated overall new
investments of $15,429 million
and the creation of 4,436 new johs
while maintaining 15,9382 existing
jobs. This reflects a continued
improvement onthe $12,167 million
in investments, 7,271 potential new
jobs and 13,266 jobs maintained in
2012/13.

The DBl’'s loan approvals grew
by 36% above approvals for the
previous year. The Bank’s impact on

new investments and job creation
was facilitated through the approval
of 9,799 new loans with a total
value of 58,1388 million compared to
8,368 new loans with a total value
of $6,044 million in the previous
year. DBl's loan approvals were
distributed to various sectors and
through the following channels as
below:

F"‘ "'-14 ;:U:_ [

428.I3.-_ | 52

| NPCB 84

| AFI 67 | 4/172976 | 50.9
|MF | 9642 | 620031 | 7.6
' Dirert 6 2,976,616 | 3

Total | 9,799  8197,755 ' 100

Domestic Currency Approvals

Local currency loan approvalsfor the
year grew by 40% above the prior
year and amounted to 3,735 loans
valued $5,043 million reflecting an
increase of $1,431 million. These
loans were realised through the
following channels:

' Approved Financial Institutions
— 65 loans valued at $3,318
million, up from 38 loans valued
51,741 million

' National People’s Co-operative
Bank — 84 loans valued at $428
million, down from 108 loans
valued $529 million

* Microfinance  Institutions —
9,642 loans wvalued at $620
million, up from 8,206 loans
valued $614 million
Direct Lendmg — Three loans

valued at 5676 million, down
from seven loans valued $728.5
million.

Foreign Currency Approvals

Foreign currency loan approvals
for the year grew by 17% above
the previous year and amounted to
five loans valuing US528.9 million
reflecting an increase of US$4.1
million. These loans were realized
through the following channels:

'+t Approved Financial Institutions
— Two loans valued at USS7.8
million, up from two loans
valued USS$6.9 million

*/ Direct Lending - Three loans
valuing uss21.1 million,
compared with six loans valued
at LUSS17.9 million

The DBJ's loan disbursements grew
by 93% over the prior year, with the
Bank disbursing loans amounting
to $7,468 million, reflecting an
increase of $3,594 million.

Lacal Currency Disbursements

Local currency disbursements for
the year grew by 83% above the
prior year and amaunted to $4,633
million reflecting an increase of
$2,108 million. These loans were
realized through the following
channels:

= Approved Financial Institutions
— 53,0625 million, up from



51,461.1 million in 2012/13

©) National People’s Co-operative
Bank — 5478.1 million, up from
5443.4 million

&) Microfinance  Institutions —
5570.9 million, down from
$575.5 million

() Direct Lending — $521.3 million,
up from $44.8 million

Foreign Currency
Disbursements

Foreign currency disbursements for
the year grew by 89% above the
prior yearand amounted to US$26.0
million reflecting an increase of
US512.2 million. These loans were
realised through the following
channels:

“ Approved Financial Institutions
— US57.8 million, up from
Us57.1 million

) Direct Llending - US518.1
million, up from US$6.6 million

REVIEW OF LENDING
PROGRAMMES

DBJ's Lending through AFls

The DBJ's primary channel for
lending to the productive sector
remains the extensive branch
network of its AFls which include
all commercial banks as well as
other financial institutions. In this
regard, the DBJ makes lines of credit
available to the AFls and works with
them to introduce development
products such as financing for SME
and Energy projects.

During the vyear, the DBJ’s
engagement of its AFls vyielded
positive results with local currency
loans approved through AFls
showing a significant increase.
During the year, the DBJ approved
67 loans totaling $3,318.5 million
up from 39 loans totaling 51,740.1
million in 2012/13.

This reflected an increase of
51,577.6 million or 91% above the
prior year. Disbursements through
AFls were made on loans totaling
53,062 million reflecting an increase
of 51,601 million or 110% above the
prior year.
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DBJ's Lending to Micro,
Small and Medium-sized
Enterprises (MSME)

During the year, the Bank provided
strong support to initiatives for
increasing access to affordable
credit for MSMEs with MSME loans
increasing by 66% over the previous
year,

In this regard, the DBJ facilitated
the approval of 9,773 loans with a
value of $2,288.8 million through
its intermediaries for MSME sub-

borrowers compared to 8,336 loans
with a value of $1,378.8 million
in 2012/13. Of this total, the vast
majority - 9,642 loanstotaling$620.0
million - were facilitated through
[ T

Diamond Ice Company Limited makes crushedice, block ice and party ice. The 5t. Elizabeth-based
company received DBJ funds to expand the company by acquiring vehicles and equipment and to

install a photovoltaic energy system.
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the Microfinance Institutions, while
84 loans valued 5428.1 million went
through the National People’s Co-
operative Bank, and 53 loans valued
at 51,240.5 million were facilitated
by Approved Financial Institutions
to SMEs.

Microfinance Lending
Window

The DBl's Microfinance Lending
Window was established in 2009to
improve access to credit for micro
entrepreneurs who generally are
unable to secure financing for
their business ventures through
the AFls. The DBJ provides loans
through its 11 accredited MFls,

s g

Workersreap fruit on the Comway Scott farm in Clarendon.
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twoofwhich secured accreditation
in March 2014,

During the year, the DBl’s lending
to MFIls saw growth with 9642
loans totaling 5620.0 million
approved compared to 8,206 loans
totaling $613.7 million in 2012/13.
Disbursements at 5570.9 million
reflected a decrease of 54.6 million
or 1% below the prior year.

The DBJs lending through MFls
preserved the livelihood of 7,660
persons while creating ten new jobs
compared to 9,525 existingand 130
new jobs in 2012/13. The majority
or some 46% or 5234.0 million of
the DBJ's lending to MFIs during the
year supported 5,297 borrowers

in the distribution and trading
sector, while 30% or 5185.7 million
supported 2,501 borrowers in the
service sector.

Since the inception of the
microfinance facility in 2009, the
DBJ has approved 52,328.0 million
and disbursed 52,240.0 million on
35,483 loans to various sectors,

AFI SME Lending Window

The DBJs SME Lending Window
was established in 2009 to improve
access to affordable credit through
the AFIs by small and medium-
sized enterprises and continues to
generate positive results.

W, =
- -~ %)

DBI funding wasused to expand the orchard consisting of avocado and other fruit trees.




During the year, the Bank’s lending
to SMEs increased by 118% from
$765 million to $1,668 million.

In this regard, SMEs were able to
access 84 loans valued at $428.1
million  through the National
People’s Co-operative Bank {NPCB]),
and 53 loans valued at $1,240.6
million through Approved Financial
Institutions. This compares to 108
loans valued at $529.2 million
through the NPCB and 21 loans
valued at $236.0 million through
Approved Financial Institutions to
SMEs in 2012/13.

The DB!’s loans to the SME sector
supported new investrments of
$2,677.1 million and 419 new
jobs, while maintaining 1,865
existing jobs. This compares to new
investments of $1,246.0 million,
244 new jobs and 881 maintainedin
2012/13.

in 2013/14, the DBJ's SME loans
through the NPCE supported $593.4
million in new investments while
creating 44 new jobs and maintaining
497, compared with $673.0 million
in new investments while creating 30
naw jobs and maintaining 431 in the
previous year. SME loans through
AFls supported new investments of
$2,128.0 million, while creating 375
new jobs and maintaining 1,368, up
significantly from $573.0 million,
while creating 214 new jobs and
maintaining 390 in the previous
year.

National People’s
Co-operative Bank (NPCB)

The National People’s Co-operative
Bank continues to be a critical
channel for ensuring access to
financing for the growth of small
and medium-sized farmers and
enterprises in the wider rural
economy.

During the year, the NPCB increased
lending from its own resources and
as a result DBJ's lending through the
NPCB declined to 84 loans valued
at $428.1 million being approved.
The DBl's loans supported $533.4
million in new investments and 44
potential hew jobs and compares to
108 loans valued $529.2 million that
were approved in the previous year.

Disbursements through the NPCB
increased from $443.5 million to
$478.1 million reflecting an increase
of 8% above the prior year.

DBJ’s Lending to Small
Farmers

lamaica’s small farmers continue to
be vital players in the thrust towards
national food security and, as a
result, the DBJ continued to provide
strong support to small farmers
and the Government-coordinated
initiatives in agriculture and agro-
processing.

In this regard, 1,182 local currency
loans were approved at a value of
$1,977.5 million for these sectors
supporting investments of $2,716.6

=, '
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million and 263 new jobs. This
reflects an increase from the 1,077
loans valued at $915.0 million in
2012/13.

Microfinance Institutions and the
NPCE continue to be key channels
for loans to the agriculture sector. Of
the amount approved for lending to
agriculture, 1,091 loans totaling $53
million were issued to small farmers
through MFIs, compared with 972
loans totaling $80.0 million. The
NPCB facilitated 77 loans to farmers
with a value of $302 million down
from 94 loans with a value of $455
million in 2012/13, and 136 loans
valued $310.7 million in 2011/12.
AFls made a total of 12 loans valued
at 51,292 million during the year. Of
this amount six were made to SMEs
for a value of 5424 million.

SME Credit
Fadility

Enhancement

The Credit Enhancement Facility
(CEF) was established in July 2008 to
increase access to financing for SME
borrowers by partially underwriting
the credit riskfor viable SME projects
that an AFl may not otherwise have
considered. Under this programme,
the DBl provides partial credit
guarantees to AFls for a maximum
guarantee of $10 million or 50% of
the loan for general SME loans and
80% for SME Energy loans being
considered for a prospective SME
borrower,

During the year, the DBJ approved
24 guarantees valuing $78.0 million
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and supporting $213.5 million in
loans through seven AFls. This
compares to 105 gLarantees valuing
$154.8 million and supporting
$233.0 million in loans through
eight AFls in 2012/13.

Since inception, the $250-million
CEF has facilitated the issue of
$526.3 million f{including USS0.2
million) in loans to 139 SME sub-
borrowers with guarantees totaling
$259.2 million as outlined in the
table below.

sectors with high growth potential
such as the knowledge and creative
industries.

Rlo Tinto Alcan Legacy Fund
for Jamalca (RTALF) - Loan
Guarantee Fund Programme

In 2011, the DBJ was appointed
Trustee and Administrator of
the Rio Tinto Alcan Legacy Loan
Guarantee Fund of an initial US51.8
million. Income from the fund will
establish a Loan Guarantee Fund

March-10 | 30,000,000 | 8320,000 4 |
i March-11 10,800,000 | 4,176,000 |3 |
| March-12 34,700,000 10750000 |3 ]
| March-13 237.269,378 | 157,997,000 105 ‘
March-14 | 213,544,600 | 77,957,150 | 24 |

| TOTAL 526313978

To date, there has been only
one claim against the CEF for
$338,515 while some of the initial
beneficiaries have graduated with
the AFldiscontinuingthe guarantees
and relying on the credit worthiness
of the SMEs for additional loans. The
CEF will continue to be a vital part
of the Bank's strategies to facilitate
increased access to financing for
viable SME projects in under-served

| 25920050 139

to support micro enterprise loans
to small farmers in Manchester,
St. Ann and St. Catherine through
approved MFIs, credit unions
and the NPCE, as well as to fund
the Rio Tinto Alcan Agriculture
Scholarships being administered
by the Jamaica 4H Clubs. The loan
guarantee programme is expected
to commence issuing guarantees in
2014/15.

, ' No.ofLoans  ProjectCostl$)  Loan Approved (1$)
Marchto |5 | 68,725,000 | 68,725,000
March-11 |5 | 135,089,683 | 58,326,800
March-12 | 7 | 506,617,000 | 174,500,000
March13 177 20083787 | essat0r14
March-14 | 39 | 1,990,078,067 | 658,786,124

TOTAL

113

4,794,347,538

DBJ's Lending for Energy
Conservation, Effidency and
Renewable Energy

During the year, the Bank continued
to support the national efforts
toward energy conservation,
energy efficiency and the adoption
of renewable energy solutions by
providing and promoting financing
for energy investments through its
AFls and MFls.

DBJ loan financing for energy
projects, while focused on MSMEs,
is availahle to all businesses and is
not restricted to businesses in the
productive sector. The Bank also
provides loans for training and
conducting energy audits, as well as
for suppliers of energy equipment.

During the period under review, 39
loans totalling $658.8 million were
approved under the DBJ's Energy
lines. This includes one loan for
5198 million to Caribbean Broilers
to install photovoltaic panels on 65
poultry houses for their farmers. In
2012/13, the DBJ had made Energy
loans to 77 projects totalling $658.2
million.

As outlined below, the DBJ has
significantly increased its lending for
energy since 2009 and has approved
energy loans totalling $1,618.0
million to 133 projects (see second
Table).




Direct Lending

US$20-million ICT/BPO Loan
Facility

In November 2011, the DBIJ in
conjunction with the PetroCaribe
Development Fund, the Ministry of
Industry, Investment and Commerce
and Jamaica Promotions Limited
(JAMPRO) launched a US520-million
line of credit to provide direct loans
for the construction of Information
Communication Technology/
Business Processing Outsourcing
(ICT/BPO) facilities to capitalise
on Jamaica’'s attractiveness as a
destination.

The initial loan facility provided
loans at 4.5% for 12 vyears to
construct a minimum of four large
centres of 40,000 square feet each,
thereby facilitating 4,000 additional
seats and up to 10,000 new jobs.

During the year, DBJ approved two
loans under this facility for a total of
US57.6 million for the construction
of ICT/BPO centres at four locations
in New Kingston, Spanish Town
and Mandeville. These facilities,
when completed, will add a further
144,000 square feet of ICT/BPO
space with the potential to employ
3,480 persons per shift.

Since April 2012, the Bank has
received eight applications for
Us523.3 million from JAMPRO. Of
this total, six applications have been
approved for US$22.3 million to
create 334,000 square feet of ICT

space and 7,000 to 10,000 jobs. Of
these, five are in varying stages of
completion. These facilities include:
the 48,000 square foot UWI Call
Centre in Mona, St. Andrew, which
is completed and fully operational;
a 52,000 sq. ft. facility at Portmore
Pines, St. Catherine, which is due for
completion in June 2014; a 50,000
sq. ft. facility at Barnett Tech Park in
Montego Bay, St. James, on which
construction is ongoing for opening
in 2015; a 70,000 sq. ft. facility
in Mandeville, Manchester, and
project comprising three buildings
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totaling 74,000 sq. ft. in New
Kingston, St. Andrew, and Spanish
Town, St. Catherine.

Construction is ongoing on all
three buildings and completion is
expected during the next financial
year,

With the initial facility substantially
committed, the DBJ is putting in
place a second round of financing
from the PetroCaribe Development
Fund.

The Barnett Tech Park project is currently under construction in Fairfield, St. James, to build a
50,000 sq. ft. Information and Communication Technology/Business Proce ssing Outsourcing {ICT/
BPOJ facility. Upon completion, the facility will have the potential of creating up to 1,000 jobs.
The DBI provided financing for the project’s development.
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Snapshots of the DBJ's Microfinance Activities

Products produced by PaperChem
Industrial Ltd.

PAPERCHEM INDUSTRIAL LTD

Established in 2011, PaperChem
Industrial Limited is a small
manufacturer and distributor,

Located in The Domes on Hagley
Park Road in Kingston, the company
is in the business of manufacturing
products that include:

* All-purpose soaps

* Dishwashing liquids

¢ Solvent degreaser; and
' All-purpose degreaser

Paperchem is also a distributor for
industrial and domestic products
such as:

* Hand and paper towels
Hand sanitizers
Hand towels and tissue
dispensers

¢ Cleaning gloves (disposal and
latex); and
Dust masks

Proprietors Cecile Robinson-Bodden
and Carnelia Henny are clients of
McKayla Financial Services, a DBJ-
approved MFl which is based in
Kingston.

FOSTER'S PHOTQ STUDIO

Foster’s Photo Studio, based on
Hagley Park Road in Kingston, has
been in operation since 1999 when
proprietor William Foster completed
his apprenticeship.

With the rapid changes in
technology taking place within the
last decade, Mr. Foster has moved
with the times from analog to digital
photography. So much so that at the
5th Caribbean Microfinance Forum,
held in Montego Bay in June 2014,
Foster’s Photo Studio won second
prize from a field of seven applicants
in the category of “Best Technology
Microentrepreneur” for its use of
technology in the business.

With the help of several loans from
Access Financial Services Limited,
a DBl-approved Microfinance
Institution, Mr. Foster has been
able not only to grow his clientele
to include many corporate entities
but also employ two persons in his
company.

CGB WATER GAUGE SO LUTIONS

This company, the first of its kind in
Jamaica, is based in St. Andrew, It

produces and distributes liquid {e.g.
water, gas, etc.) gauges and other
related products for the Jamaican
and the Caribbzan markets. The
applications  provide real-time
reading and abnormality detections
to the company’s clientele.

These very innovative products are
offered both wirelessly and non-
wirelessly and are proving to be
extremely important and relevant
in the Jamaican market, especially
with the rise in the theft of petrol
from companies and individuals.

Mr. Carey Gerold Bolt, proprietor
of CGB Water Gauge Solutions,
received DBJ funding to start the
company from First Union Financial
Company Ltd.,, a DBl-approved
Microfinance Institution based in
Kingston.

william Foster enters his photo studio
in Kingston.
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JEMAR PRINTERY

Jemar Printery Ltd. is a printing
and graphic design company that
is involved in offset, continuous
form and digital printing.

The company has been in existence
fornearly 20years, has 18 employees
and provides printing solutions
for Government and some of the
major financing and commercial
businesses operating within
Jamaica. The clients include the
Ministry of Finance and Planning,
National Housing Trust, National
Water Commission, Jamaica Money
Market Brokers, First Caribbean
Bank, RBTT Bank, Scotia Jamaica
Building Society and Victoria Mutual

A technidan monitors a machine at Jemar Printery.

Building Society. a digital imaging printing press that The business, based on Hendon
_ _ does most of the printing jobs, given Drive in Kingston, is managed

Jemar P.rlntery has recen..fed two DBI its advanced and continuous form by Dwight Taylor and Eula Jones and

loans via JN Small Business Loans capabilities. has a huge potential for growth.

Limited to purchase and upgrade

DBJ'S MICRO FINANCE LENDING

March 2009 to M

‘Dsbrt.
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' 31-Mar-09 | 4,347 | 200,000,000.00 | 200,000,000.00 | 9%

' 31-Mar-10 | 2,077 | 174,172,970.32 | 174,172,970.32 7% | 8%

| 31-Mar-11 | 4215 | 228,602,855.37 | 228,602,855.37 1 10% | 10%
| 31-Mar-12 | 6,995 | 491,482,736.12 | 491,482,735.80 | 21% | 22%
' 31-Mar-13 | 8207 | 613,682,596.97 | 575479,632.96 | 26% | 26%
' 31-Mar-14 | 9642 | 620030451.00 | 57023341546 127% | 25%
Total 35483 | 232707160978 | 223997160991 100% 100%

Since 2009, the DBJ has been providing support to the micro finance industry through the accreditation of 11 micro finance institutions and the on-
lending of loans valued at $2.2 billion. Over this period, the DBJ's loans have consistently increased on an annual basis. The DBJ projects to lend a
further 5900 million in 2014-15.
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Strategic Services

The Strategic Services Division (SSD)
provides services for the DBl in:

) Capacity development to
improve access to financing for
the MSME sector

(v Developing new products for
the DB to deliver greater value

© Providing enterprise-wide
research and analytics support
to measure and monitor DBJ's
impact

©) Providing risk management
and compliance management
services

& Managing relationships with
key stakeholders in the MSME
sector

{2 Managing special projects that will
strengthen DBJ's ability to support
Jamaica’s economic growth; and

2 Managing DBJ’s strategic
planning and strategy execution
development

Responding to investment
and growth challenges of
the MSME sector through
Capacity Development

Micro, small and medium-
sized enterprises continue to be
constrained by a number of factors,
such as technical and business
capacity limitations {which include
lack of proper business plans and
proper accounting records), among
other things. During the 2013/14
Financial Year, the DBJ hosted an
SME Consultation to engage SME
stakeholders to gain better insight
regarding the issues and challenges

facing SMEs in order to improve
DBJ's intervention in the MSME
sector. Most participants indicated
that the DBJ should further help
to foster economic growth and
social inclusiveness in Jamaica by
increasing its facilitation of capacity
building for SMEs.

Consequently, the DBJ continued to
pursue a comprehensive capacity-
building strategy  underpinned
by a number of programmes and
initiatives that were geared towards
addressing challenges which
inhibited MSME access to financing.

In 2013/14, the DBl invested
562  million and leveraged
5466 million from international
development partners and local

The DBJ hosted an ‘SME Consultation’ in November 2013, at which representatives from small and medium-sized enterprises and other industry
stakeholders to gather critical information on the financing, capadty-building and other needs of the business sector.




partners in counterpart grants to
fund wvarious capacity building,
technical assistance, institutional
strengthening programmes and
projects. The DBJ also invested over
58 million in grants for start ups in
the area of innovation and creative
industries.

As a result, over 300 MSMEs
participated in wvarious capacity-
development initiatives ranging
from training to incubation from
DBJ-sponsored programmes during
the vyear. These developmental
programmes have created varying
degrees of success, including
creating opportunities for MSMEs
to access financing, increase
business sales and penetrate new
markets. The DBJ was therefore
able to remain true to its 2013/14
strategic theme in delivering real
impact and value through capacity
development.

Creating Value for MSMEs
through direct innovation
grants to start and/or expand
their businesses

The DBl invested just over $7 million
and committed 516 million in direct
grantsto SMEs in the areas of energy
and innovation. These include:

« Turner Innovations Limited:

A grant of 53 million was made
to Turner Innovations Limited to
develop a sorrel harvestingmachine.
DubbedtheODT1,thismachineisthe
first of its kind globally and has the
potential to revolutionise the sorrel

industry in Jamaica by significantly
increasing output, minimizing cost
and adding significant value to the
domestic supply chain for sorrel
agro-processing while increasing
Jamaica’s competiveness in the
export market.

« GSW Animation Limited (GSW):

Another innovation grant, this time
in the emerging animation industry,
was extended to GSW Animation
Limited to fund the development
of an accredited training centre,
along with training programmes
which should result in at least
63 professional animators being
trained and employed. The DBJ
has committed S5 million in grant
financing towards this project and

A
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has disbursed just over $4 million
to GSW. The animation industry
is targeted by the Government as
a high growth, high employment
industry for Jamaica.

« Energy Audit Grant Programme:
The DBI launched its Energy Audit
Grant Programme to encourage
SME investment in energy efficiency
and renewable energy projects,
significantly reduce energy costs
and improve SME sustainability. At
the end of the financial year, the
DBl issued energy audit grants tol10
smalland medium-sized enterprises,
three of which have gone on to
access DBIJ financing to implement
energy management solutions in
their businesses.

The principals of Turner Innovations Limited pose with The ODTIL, also known as a sorrel
harve sting machine, which was developed with the assistance of a DBJ grant.
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- Institute of Law and Economics:
During the last financial year, the
DBJ partnered with Government
and private business development
organizations to provide various
capacity development programmes
for MSMEs. The 57.49 million grant
tothe Institute of Law and Economics
to implement the  Business
Entrepreneurial Empowerment
Programme (BEEP-Round Il) is an
example of one such partnership.
The objective of this project was
to provide entrepraneurial training
to at least 300 micro, small and
medium-sized enterprises to assist
theminachieving minimum business
standards in key arsas such as legal
compliance, taxation, book-keeping
and accounting, business planning

and management, financial literacy
and computer literacy.

The DBl partnered with the
Inter-American Development
Bank’s  Scotiabank  Enterprise-
Wide Risk Management and
Financing project (SERMaF) to
enhance the creditworthiness of
BEEP participants. On successful
completion of the BEEP programme,
eligible beneficiaries will be further
trained, rated for business risk, and
helped to access finance using an
innovative risk management and
risk rating measure based on a
survay of 3,000 SMEs across at least
eight sectors/sub-sectors.

o

Facilitating Impact for Export
SME through incubation and
acceleration

The DBl partnered with Jamaica
Promotions Limited (JAMPRO)} in
the Enterprise Development for
Export Growth Programme (Export
Max I} during the year in review.
This was a two-year pilot initiative
geared towards providing support
in capacity building and market
penetration to an initial group of 15
Jamaican export and export-ready
firms, selected from those priority
sectors identified under the National
Export Strategy. The goal of the
programme, to which the DBJ gave
a grant of 55 million, was to enable

/

lerkaz Restaurant is owned and operated by Trevor Donegal and his family. The company, which produce s several jerk and hot pepper saucesthat are
marketed through the rastaurant, is a beneficiary of a DBl guarantee under the Credit Enhancement Facility.




the companies to bhe competitively
positioned to take advantage of
market opportunities and ultimately
make a greater contribution to
the overall performance of the
Jamaican economy. The programme
included capacity building support
through the provision of business
development and management
planning tools.

Enabling National
Goals through Youth
Entrepreneurship and
Employment

The DBJ partnered with the World
Bank and the Ministry of Science,
Technology, Energy and Mining to
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build a strong ecosystem for the
emergence and growth of youth-led
start-up enterprises, with a focus on
digital and animation industries to
generate employment.

The World Bank - Digital Jam
3.0 “Caribbean Edition”

Digital Jam 3.0 “Caribbean Edition”
initiative sought solutions to high
youth unemployment in Jamaica
and the Caribbean via new
opportunities in the virtual global
economy - including new niches
such as microwork, e-lancing and
the app economy. Following the
success of its first Jamaican edition
in 2012, Digital Jam 3.0 “Caribbean
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Edition” broadened its scope and
reach to the entire region.

Over 720 young people from nine
Caribbean countries participated
in themed sub-programmes
culminating in a conference in
Kingston on March 1-2, 2014,

The event focused on aspects
of tech entrepreneurship, start-
up investment (angel investing
and crowd funding), and start-up
business development.

The World Bank KingstOOn

KingstOOn, an animation confer-
ence, took place in June 2013 to
increase the awareness in Jamaica

A section of the Douglas William s cattle farm in St. Catherine. DBJ funds were used to expand the business.
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of the possibilities provided by the
animation industry and showcased
{(via competitions) the pool of tal-
ent among young Jamaicans. Orga-
nized by the World Bank in collab-
oration with the DBJ, the Ministry

Development Bank of Jamaica

of Investment, Industry and Com-
merce, MSTEM and other partners,
KingstOOn sought to identify the
key challenges and opportunities to
position the country as a Caribbean
hub for the animation industry,

Workers and visitors at the booth of Tijule Company Limited at the 59th Summer Fancy Food
Show held in the United States in 2013. Tijule is an agro-processor and is one of 15 companies
that benefited from DBJ's funding of Export Max, a JAMPRO capacity-building project for local

exporters and export+eady firms.

Facilitating Growth with
social inclusion via the M3
Pilot Project

As part of its mandate to facilitate
economic growth with social
inclusion, the DBJ seeks to provide
opportunities for all Jamaicans to
improve their quality of life through,
among other things, development
financing and capacity development
for micro businesses and small and
medium-sized enterprises.

The development and growth of
an impactful and meaningful eco-
system of financing and capacity
development to support micro en-
trepreneurs is a major area of focus
for the Bank which identifies gaps
and market failures within this eco-
system. The DBJ then facilitates pro-
grammes and projects that address
these problems, allowing micro busi-
ness to receive financing, to invest,
expand and become sustainable.

A market problem being tackled
by the DBl is high microfinance
operating costs which translates to
very high borrowing interest rates
for micro businesses. The Bank
and its partners have designed,
and are within the first phase of
implementation, a major game
changer within microfinance, the
Mobile Money for Microfinance
{(Pilot) Project dubbed M3.

The M3 project seeks to:

(2) Give the unbanked and under-
banked greater access to




financial services;

=) Reduce the cost of micro-
transactions; and

=) Give microfinance institutions
and their customers more
flexibility in their lending and
payment options.

During 2013-14, Phase | of the
M3 project commenced with the
development of the core mobile
money platform services, the
integration with banking services
hosted by the National Commercial
Bank and the development of
support infrastructure that are
required for the operation of mobile
money services by the DBJ.

Other key activities that are planned
for phases Il and lll of the project
include expansion of the service
to over 1,000 sub-borrowers and
subscribers, the establishment of the
customer care and call centre, the
establishment of a mobile money
agent network and the expansion of
partnerships with private and public
sector organisations.

The M3 project has received the
support of multilateral agencies,
including the IDB. Several local
private and public sector bodies
have expressed their interest in
participating in the pilot project
given the success stories in emerging
markets similar to Jamaica.

Approved microfinance entities
that have been included in the pilot

project include:

1. First Union Financial Limited

2. Micro Credit Limited

McKayla Limited

4. The National People’s Co-
operative Bank (NPCB)

5. Jamaica National Small Business
Loans Ltd

W

Institutional Strengthening of
intermediaries in the MSME
ecosystems

The DBJ continued to strengthen
the National People’s Co-operative
Bank to optimally serve the MSME
markets by providing financial
support and technical assistance. In
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the 2013-14 financial year the NPCB
was assisted in implementing the
final year of its 2011-2013 Strategic
Plan to improve its operations and
performance.

The DBJ made direct grant
contributions during the period
to assist the NPCB in acquiring
an online banking system and
facilitated NPCB'’s participationin the
Carib-Cap Il Microfinance capacity
building project. Participation in
this programme by the NPCB led
to the creation of a microfinance
unit which underwrote 5,930 loans

The DBJ provides support to the Enterprise Team overseeing the development and expansion of
the Kingston Container Terminal via a public-private partnership.
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valued at 5308 million during the
period April 2013 to March 2014.

Responding to the
market through product
development

In2013/14, in response tothe needs
of SMEs and SME stakeholders, the
DBJ focused on developing a new
capacity development product, the
Voucher for Technical Assistance,

The voucher programme is an
arrangement among the DBJ, its
Approved Financial Institutions
and select Business Development
Organisations for BDOs to provide
training, at reduced rates, to SMEs
which have management gaps
that hinder their creditworthiness.
Training is expected to improve
the SME’s business operations and
close the existing management
gaps thereby improving the entity’s
chances of accessing credit.

Research, Risk, Analytics
and Strategy Management:
Imperatives to DRIVEDBJ’s
Output

The Enterprise Risk Management,
Research and Strategy Management
programmes were fundamental
pillars that assisted the Bank to
perform effectively and efficiently
and achieve the results and impact
experienced in 2013/14. The models
and research that were completed
in the period under review include:

' An MFI Credit Risk Model and
tiered Borrower Risk Rating
System, to measure and
evaluate the credit risk profile of
MFIs based on financial, social
and managerial indicators. The
creation of a tiered system to
align the credit score to a credit
limit in excess of current limit of
50% of the MFI's net worth

' AFI CAMEL Scoring and tiered
Borrower Risk Rating System,

R g :
A section of the poultry-processing facility being established by Marvarde Enterprises. DBJ funds
are being used to launch an integrated poultry business consisting of feed mills, hatchery, broiler
grow-out facility, slaughter and processing plant, packaging, sale and distribution of poultry
products.

* An  Evaluation

capturing business indicators,
financial information and details
of risk management policies
and procedures of AFls, for
evaluation on an ongoing basis.
Model for
Technical  Assistance (TA)
Applications, to implement an
objective and standard scoring
model to evaluate and score
the extent to which requests
for Technical Assistance are
aligned with DBJ's KPIs, strategy
and capacity development
framework. This model was
used as the logical framework to
make recommendations to the
Board of Directors for technical
assistance grants

! Animation Industry research,

which indicated ways in which
the DBl could deepenitssupport
to the animation industry

) MFI Interest Rate Research

Paper that examined the
benefits of reducing interest
rates in the sector to increase
access to finance; this was done
by analyzing the microfinance
pricing  determinants facing
DBJ-approved MFls

* The DBJs ‘SME Consultation’,

held to get insights on problems
facing the SME industry
and methods for  creating
opportunities for the Bank to
increase its value and impact in
providing development banking
services to the SME sector.
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Jamaica Venture Capital Programme

The DBJ's medium-term strategy
increasingly gives focus not only to
facilitating access to credit, but also
access to equity via the Jamaica
Venture Capital Programme. Having
sighed a non-refundable Technical
Co-operation Agreement with the
Inter-American Development Bank
through its Multilateral Investment
Fund {IDB-MIF) in February 2013,
the major imperatives of the DBJ's
venture capital strategy are:

1. Developing a venture capital
ecosystem to provide an
environment conducive to the
establishment of a dynamic
private equity/venture capital
(PE/VC) industry to include

The Hon. Dr. Peter Phillips{second right), Minister of Finance and Planning, talks with, from left, Susana Garcia-Robles, Principal Investment Officer in

legal, taxation and regulatory
changes as well as significant
training of local investors, fund
managers and entrepreneurs;
Fostering the establishment of
new venture capital and private
equity funds through public
and private sector collaboration
with local and international
fund managers. Further, the
DBJ will also seek to stimulate
investments in new wventure
capital funds through co-
investment, with private sector
partners;

Fostering the development
of a sustainable deal flow of
investment-ready  businesses,

through the support of

entrepreneurs, incubators and
accelerators and sponsorship
of business model competitions
and pitch events;

4. Building strong linkages with
our international development
partners (IDP), the Jamaican
Diaspora, as well as our Latin
American and Caribbean
partners;

During the vyear under review,

strong focus was placed on

filling the gaps’ within the local
environment, which are likely
to constrain the development
of a vibrant VC market. The VC
team, along with its international
development partners - the IDB
and the World Bank - embarked

charge of MIF Early Stage Equity Group; Patricia Freitas, who created and structured the venture capital investment unit at FINEP, the Brazilian Agency
of Innovation; DBJ Managing Director Milverton Reynolds; Winsome Leslie, Senior Specialist at the IDB; JVCP Consultant Audrey Richards and DBJ
Chairman Joseph M. Matalon at the first venture capital conference held in Kingston in September 2013.
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upon a programme of knowledge
development, information sharing
and sensitisation of stakeholders,
in an effort to increase awareness
and move local market participants
along the ‘learning curve’
Activities included various speaking
engagements, presentation at
seminars and workshops as well
as participation in local panel
discussions and sponsorship of
special market events.

Legal & Regulatory
Framework

The DBJ recognises that a robust
and transparent legislative and

Development Bank of Jamaica

regulatory framework is required
for a sustainable and effective PE/
VC industry. Through the JVCP
a number of legal, taxation and
regulatory changes have been
identified, recommendations have
been documented, and short,
medium and long-term strategies
have been devised. These legislative
amendments are to be submitted
for consideration by the Ministry
of Finance and possibly the Cahinet
during Financial Year 2014/2015.

Venture Capital Conference
In September 2013, the DBJ hosted

Jamaica’s first Venture Capital
Conference. The one-day event
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was attended by 300 persons,
representing a wide cross- section
of Jamaican professionals, local
and international policymakers,
regulators, academics and
entrepreneurs. The keynote
address was delivered by venture
capitalist, Paul Ahlstrom, the
founder of Alta Ventures, USA.
Other presenters included the Hon.
Minister of Finance & Planning, who
officially opened the Conference.
The conference took the form
of plenaries and round table
discussions, and concluded with a
dynamic post-conference workshop
for local and international, private
sector and policymakers.

NariowaL- BUSINESS - MODEL- COMPETITION ‘

The members of Herboo Enterprise pose with officials from the IDB, PSOJ, Alta Ventures USA, and the DBJ after winning the first National Business
Model Competition among local universities. The competition was held in March 2014 to encourage and promote creativity and the entrepreneurial
spirit, and to create a pool of potential businesses.




Investor Panel

An Investor Panel comprising local
public and private sector investors,
including institutional investors,
corporates, investment bankers and
advisors, as well as pension funds
and multilateral partners, has been
established.

The mandate of the Panel is to
encourage the establishment of
venture capital and private equity
funds operated by qualified local
and/orinternational fund managers,
who are fund-raising for the purpose
of investing in companies operating
in Jamaica. The members of the
Panel will individually, based on
their investment preferences, make
the decision to invest in selected
fund managers, following a due
diligence process.

Through the mechanism of the
Investor Panel, it is envisaged
that new, as well as existing fund
managers, will have the opportunity
of presenting proposals to this
consortium of prospective local
investors and potentially acquiring
partners with access to significant
pools of capital.

The Panel will driva the process of
identifying, selecting and investing
in these fund managers. Many
of the investors who sit on the
Panel are expected to be actively
involved in the angel and venture
capital communities. It is hoped
that members of the Panel will
also participate in mentorship and
coaching, of entrepreneurs.

Mational Business Model
Competition (NBMC)

The National Business Model
Competition was introduced to
lamaica at the September 2013
Venture Capital Conference, when
keynote presenter, Paul Ahlstrom,
extended an invitation to the three
major universities to organize the
competition. Heoffered prize monies
totaling some $2 million and a place
in the international competition.
The ICD Group of Companies
matched this sponsorship offer
for the competition’s prizes, while
further sponsorship was secured
from the DBJ, through the IVCP the
IDB’s Multilateral Investment Fund
and the Private Sector Organization
of Jamaica.

The objectives of the NBMC were
to encourage and promote creative
thinking and the entrepreneurial
spirit and to create a pool of
potential businesses. The idea of
involving the universities was based
on the international model where
universities are seen as fertile
grounds for the unearthing of new
innovation.

Organizedonatiered modelwhereby
intra-university competitions were
held between October 2013 and
lanuary 2014, to select their top
four teams to participate in the
national finals, the competition
saw the three universities working
together collaboratively, to develop
a first-class event.

-
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The finals of the NBMC were held
on March 6 and 7 at the Jamaica
Conference Centre at which time
HERBQO Enterprises, a team of five
student entrepreneurs representing
Northern Caribbean  University,
emerged National winner. At the
awards presentation, Mr. Ahlstrom
and the ICD Group again pledged
their support for the next year’s
competition. The International
Business Model Competition is
scheduled take place in Salt Lake
City, Utah, USA on April 30 — May 4,
2014.

The NBMC is now listed on the
universities’ calendar of events,
and the expectation is that the
competition in the coming year will
attract the participation of hundreds
of student entrepreneurs, across
the various campuses.

Angel Network

Critical to the success of a vibrant
and sustainable VC/PE industry is
the need for ‘angel’ investors who
will provide guidance, mentorship
and patient funding for start-ups
and innovators.

The JVCP is supporting the
establishment of Jamaica’s first
Angel Investor Network. ‘Angels’
are typically mature, successful
high net worth individuals who
themselves may be entreprenaurs
and are at the stage of wanting to
‘give back’ and assist in moulding
and coaching ~voung, budding
entrepreneurs. Advice and guidance
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on the establishment of a network
is being sought from the Bank’s IDPs
and developmental activities have
commenced with a number of local
and international individuals.

Outlook

The JVCP imperatives over the next
12 months include a continued
focus on knowledge development,
information sharing and
establishment of a conducive legal
and regulatory framework. The DBIJ
and its partners are committed to
the process and will:

) Host executive education
training workshops on Private
Equity and Venture Capital, with
the first workshop to be held in
June 2014

) Host the 2nd annual Venture

) Continue  the

(‘f_‘

Capital Conference in
September 2014

training of
entrepreneurs through
partnerships with local agencies
and universities in order to
promote a deal flow of eligible

projects;

Embark  upon a major
communication and change
management plan aimed
at fostering a culture
shift, particularly among
entrepreneurs

Develop a ‘toolkit’ of
standardized documents,

templates and agreements for
use by industry participants,
thereby lowering the legal costs
associated with private equity
and venture capitaltransactions.
The adoption {and adaptation)
of international standardized

documents and best practices

is aimed at ensuring that all
local practitioners have the
requisite  tools, knowledge
and procedures to effectively
participate in the venture
capital deals
Continue to lend support to the
newly established AngelInvestor
group, through facilitation of
training and linkages with local
and international stakeholders
22 Continue to support start-ups
and innovators through the
business model competitions,
Digital Jam and Startup Jamaica
) Commence the establishment
of a Private Equity and Venture
Capital Association in Jamaica,
to provide leadership of the
venture capital industry, over
the long term.

—
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A section of the piggery at the Douglas William s farm in St. Catherine. DBJ funds were used to expand the farm.
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Public-Private Partnerships & Privatisation

Delivering growth through
Public-Private Partnerships
and Privatisation

The primary objective of the
Government of lJamaica's (GQJ)
Privatisation and  Public-Private
Partnership (PPP}) programmes
is to facilitate private sector-led
economic growth through the
ownership, expansion or operation
of  state-owned  assets and
enterprises and the provision of
public infrastructura and services.

The GOJ and the DBJ are committed
to ensuring that transactions are
executed efficiently, transparently
and in a fiscally responsible and
sustainable manner to ensure that
the Government’s exposure to
moral hazard and future liabilities is
mitigated.

During the 2013/14 Financial
Year, critical privatisation and PPP
transactions progressed in support
of the Government’s Growth
Agenda and public sector reform
programme. The private sector
management of the entities and
selected operations is expected to
yield several economic benefits:
Expansion, modernisation and
diversification of operations and
industries, increase in exports and
transfer of operating costs and jobs
from the public purse to the private
sector. Private-sector participation
will assist in alleviating the burden
of the Government’s obligation to
finance loss-making operations and
result in increased efficiency in the
delivery and quality of public goods
and services.

In addition to the work on
transactions, the DBl commenced an

extensive capacity and awareness-
building programme with Ministries,
Departments and Agencies (MDAs)
to identify and develop potential
PPP opportunities.

PRIVATISATIONS IN
PROGRESS

Sale of Assets of the Cocoa
Industry Board

The GOJ's objective is to facilitate an
increase in cocoa production and the
development and modernisation of
the industry with a view towards
its future sustainability. As at year-
end, a Request for Proposal had
been issued to the public with bids
due by May 2014. Several firms
have expressed interest in this
opportunity.

iN

The DBI provides technical and administrative support to the Enterprise Team overseeing the privatisation of Caymanas Track Limited.
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Workers monitoring the drying of cocoa beans. The DBJ is currently managing the privatisation
of the Cocoa Industry Board.

Sale of Petroleum Company of
Jamaica Limited (Petcom)

The Government is seeking to divest
Petcom and is seeking investors to
expand and develop the petroleum
industry.  Pre-divestment due dil-
igence on the entity was under-
taken during the financial year to
determine the divestment strategy.
Several firms expressed an interest
in this opportunity and a Preferred
Bidder is expected to be identified in
the FY 2014/15.

Privatisation of the Jamaica
Railway Corporation

The GOJ is seeking to privatise
the entity primarily to explore the
rehabilitation of rail infrastructure
and resumption of rail operations.
However, if this is not feasible,
the Government will determine
the best privatisation strategy to
maximize the return and minimize
fiscal exposure. The Government is
allowing two firms which expressed
interest in the opportunity to clarify
the business and financial models
that they would use to create a
viable concession. Clarifications are
expected by April 2014, after which
the strategy will be determined.

Sale of interest in Windalco

Cabinet has approved the sale of
Jamaica Bauxite Mining Ltd's 7%
interest in Windalco to UC Rusal.
Sale Agreements are to be finalised
and the transaction closed within
the first quarter of the 2014/15
financial year. This transaction will




save the Government approximately
USS3 million per annum.

Privatisation of Caymanas Track
Limited (CTL)

CTL has accumulated losses of
approximately $450 million as
at March 2013. Due diligence is
being undertaken to inform the
privatisation strategy. Identification
of a Preferred Bidder is expected
within FY 2014/15.

PUBLIC-PRIVATE
PARTNERSHIPS IN
PROGRESS

Norman Manley International
Airport

This development is a key part of
the Government’s plans to establish
Kingston as a regional business hub
and Jamaica as a logistics hub. At
the end of the 2013/14 Financial
Year the Business Case had been
completed and Cabinet approval
was being sought to implement
the bidding process. Request for
Proposals and identification of a
Preferred Bidder is expected in FY
2014/15.

Kingston Container Terminal

This is an opportunity for the
operations, expansion and
management of the Port to
meet anticipated traffic from the
Panama Canal expansion and other
emerging industry trends. As at
year-end prequalified bidders were

conducting due diligence to support
their bids. The Government is
expected to identify the Preferred
Bidder and complete Commercial
close in FY 2014/15.

Port Community Systems (PCS)

The PCS will improve efficiency
in doing business within the port
community. The project is key in
positioning Jamaica as a global
logistics hub. In March 2014, bids
submitted by the two pre-qualified
parties were being evaluated. Based
on results of evaluation, the Port
Authority of Jamaica has decided to
terminate the tender process with a
view to reissue a revised RFP to the
pre-qualified bidders. Commercial
close is anticipated in FY 2014/15.
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ENTITIES IDENTIFIED FOR
PRIVATISATION

During this financial vyear, the
Privatisation Committee of Cabinet
identified four additional entities for
possible privatisation:

@ The Bath Fountain Hotel and
Spa is located in St. Thomas
and is operated as a health
and wellness tourism facility
by the Ministry of Tourism.
The property offers natural
and therapeutic mineral baths,
guest accommodation and
dining facilities. The GOJ will
again explore the privatisation
of its mineral spas with a
clear mandate for ownership
remaining with the GOJ.

) Milk River Spa is a natural

The DB is overseeing the sale of the Petroleum Company of Jamaica.
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mineral spa and is located in
Clarendon. The high mineral
content and radioactivity of the
water is comparable to some of
the world’s leading natural spas.
) Public Parking: The Kingston
& St. Andrew Corporation
(KSAC) expressed an interest
in resuming efforts to privatise
on-street and on-lot parking in
the Kingston Metropolitan Area
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and, in particular, the need fora
structured parking system in the
downtown Kingston area. The
Government will examine this
transaction in the context of
other opportunities within local
government,

&) Jamaica Exotic Flavours and
Essences aims to utilize
Jamaica’s primary agricultural
products and  appropriate

Morrison's Construction and Equipment and Quarrying, located in the Commodore area of St.
Catherine, isusing DBJ funds to purchase and upgrade equipment and to expand the company.

technology to extract high
levels of flavour compounds
for sale to the international
market. The Government will
seek private sector investment
to expand and commercialise
this operation.

PROJECTS BEING
ASSESSED FOR
DEVELOPMENT AS PPPS

Solar Powerin Schools

The National Education Trust
in collaboration with the DBJ is
exploring the aoption for a pilot
PPP arrangement for the provision
of photovoltaic energy to 30
public schools, which if successful,
could be replicated. As at vear
end, a feasibility study was being
completed with technical assistance
from IDB's Multilateral Investment
Fund, to determine eligibility for
PPP development.

Opportunities in Local
Government

The DBJ held discussions with
the Kingston and St. Andrew
Corporation and the Ministry of
Local Government & Community
Development (MLGCD) during
the year to explore a number of
opportunities with the potential for
private sector partnership including
the provision of parking facilities
in downtown Kingston and the
provision of LED bulbs for use in
streetlights.




Development and Expansion
of Soapberry Wastewater
Treatment Plant

The National Water Commission
{NWC) has received grant
funding from the Public-Private
Infrastructure Advisory Facility to
complete prefeasikility assessment
for the expansion of Soapberry
Wastewater  treatment plant
through a PPP arrangement. As
at the end of FY 2013/14 the
NWC, with the assistance of the
International Finance Corporation
(IFC) and Technical Consultants
WorleyParsons, was completing its
review of the draft prefeasibility
study to inform the strategy for the

way forward.

Funding For Project
Preparation

The DBl has identified the lack of
funding as a key constraint to the
timely adequate development and
packaging of privatisation and PPP
opportunities for the private sector.
In this regard, the DBl made several
representations to multilaterals for
support for project development.
As at year end, the Government was
in discussions with the World Bank
to provide funding for a Project
Preparation Fund which will finance
the engagement of advisors and
completion ofthe reguisite technical
studies to support the development
of privatisation and PPP projects.

This is expected to come on stream
during the coming financial year.

Increasing the Capacity of Key
Agencies

The DBJ canvassed the support of
the World Bank to provide funding
to increase the capacity of key MDAs
including the Attorney General’s
Chambers to facilitate increasing
efficiency in the execution of
transactions.

General Capacity Building
within the GOJ

A critical factor to the sustainability
of the PPP Programme is building
the capacity of MDAs to identify
those assets and services whose
productivity and efficiency could
be enhanced through partnerships
with the private sector. As a first
step in achieving this objective, the
DBl undertook several initatives
aimed at raising awareness of the
benefits of privatisation and PPPs
and in FY 2013/14 accomplished the
following:

1. Hosted five PPP workshops
and trained 70 Government
representatives in topics related
to PPPs, supported by technical
assistance from the World
Bank and the IDB’s Multilateral
Investment Fund;

2. Engaged expert advisors
through multilateral support
and at no cost to the
government to undertake four
preliminary feasibility studies

1
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aimed at assisting MDAs with
PPP evaluation and screening.
These studies included
building schools using a PPP
arrangement, the provision
of solar energy in schools, the
concessioning of the operation
of the railway and operation
and expansion of the Soapberry
Wastewater Treatment Plant.

Sensitisation and Awareness
Building

In addition to the targeted capacity-
building and training sessions,
DBl also had the opportunity to
collaborate with the British High
Commission to host a two-day
PPP conference in February 2014.
The Conference was entitled
Delivering Growth by Partnership:
Sharing UK Capabilities in PPP and
included over 150 participants
from the local private sector and
Government representatives from
eight Caribbean nations including
Jamaica.

The Conference was aimed primarily
at sharing lessons learnt from the
UK’s experience in pioneering the
development and implementation
of PPPs and presenters included
experienced PPP  practitioners
from the United Kingdom and
representatives from the DBI’s and
Ministry of Finance and Planning’s
PPP Units.
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Risk Management at the DBJ

Enterprise Risk Management (ERM)
is central to the fulfilment of the
Mission and Vision of the DBJ. By
taking risks, the Bank becomes a
catalyst for growth in the national
economy. Hence, the Bank manages
its risk on an enterprise-wide basis,
ensuring on-going, continuous risk
management, which is embedded
within the business cycle, starting
with strategic planning, and carrying
through to execution and evaluation.
The DBJ's ERM programme is guided
by its ERM Framework and Policy
which was approved by its Board of
Directors in 2014,

The DBJ realises that if risks are
not properly managed, then the
Bank could face unexpected and
possibly severe financial distress.
A sound ERM framework therefore
addresses the integration of risk
management in high-level decision
making, as well as day-to-day
business decisions and outlines the

Board’s role in effective oversight.

DBJ's ERM Framework

The DBJ has created a customized
Integrated Enterprise Risk
Management Framework influenced
heavily by the Committee of
Spansoring Organizations of the
Treadway Commission {COSQ) and
the International Organization for
Standardization- 150 31000:2009
ERM frameworks, as well as other
established ERM framewarks.

The Bank’s ERM  framework
establishes a structured and
disciplined approach towards

managing risk. This structure is
applied to all categories of risks
acrass functional, structural and
departmental silos including
credit risk, market risk, liquidity
risk, treasury risk, operational
risk, reputational risk, legal risk,
catastrophe risks etc. The framework
considers the following:

The DBJ ERM sub-Committee:

Jeﬁny Cobham - Chairman
Dr Dhiru Tanna

Errul Powell

Marl: Harrison
Ri:ha rd Burgher

The Role of the ERM
Board sub-Committee

=) Reviews risk policies and makes
recommendations to the wider
Board
&) Establishes and reviews Risk
Tolerance Levels and makes
recommendations regarding
overall risk appetite to the Board
) Reviews and approves high-
level risk management reports
= Makes decisions regarding
critical risk treatment options
) Assesses the management
team’s management of key
business risks within the risk
management policy and risk
tolerance levels

&
sGovernance Structure
»Board ERM Commlttee
*ERM Managemeant

ERM

Architecture

r-DBJ Risk Philosophy
«DBI Risk Appetite Statement
*DBJ Risk Tolerance Limits
=DBJ Strategic Risks
= DB risk-based strategic scenarios

ERM
Strategy

r-Risk Control Seif-Assessment

models
*Risk Tolerance Reporting models
«Early Warning Signal models
»Credit risk models
sMarket risk models
sRisk Reporting models

ERM
Protocols




Reviews recommendations for
Board risk management profes-

sional development

Risk Philosophy

The DBJ believes that its risk
appetite is the cornerstone of its
risk management framework. The
Bank’s Risk Appetite establishes our
Risk Culture and must be evident in
both operational management “on
the ground” and strategic decision
making at a high level. The DBl
believes that as a development
bank certain risks are inevitable and
welcomed to fulfill our mandate to
facilitate economic growth, national
development and an enabling
business environment resulting
in increased investments and job
creation. However, the Bank believes
that the necessary systems, policies,
procedures, analytical tools, human
and technical resources must be in
place to help manage those risks
effectively.

Managing Risk Appetite &
Tolerance Levels

The DBJ has defined appetite levels
as well as tolerance limits for each
of its strategic objectives and major
business activities. These levels
and limits have been established
by the Board ERM Committee and
approved by the Board of Directors.
Management assesses and reports
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on adherence to these levels and
limits which is reviewed quarterly by
the ERM Board Committee.
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The DBJ wuses a Risk Control
Assessment tool to identify and
assess strategies to treat risks at all
levels. The Bank has analysed and
actively monitors Strategic and Key
Business Risks at the enterprise
level.

Key Business Risks are managed on
an ongoing basis by DBJ’s Enterprise
Risk Management Unit by using
appropriate risk analysis models
and risk occurrence reporting.
The Enterprise Risk Management
Committee reviews the Bank’s
Key and Strategic risks quarterly.
Dashboard reports are submitted
to the Board of Directors that
communicates the Bank’s key areas
of exposure and the value of such
exposures, major risks that have
been triggered, level of activity
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outside of defined risk appetite and
tolerance levels.

Risks under active management
relate to both financial and non-
financial risks. However, as a lending
institution, the DBJ uses various
credit risk management models
and tools to analyse and manage its
credit risk exposure.

Credit Risk

Credit risk is the potential for loss
to the organization arising from
failure of borrowers to honour
their contractual obligations to
the Bank. The DBJ is exposed to
credit risk from direct lending as
well as wholesale lending through
intermediaries namely Approved
Financial Institutions {AFl) and
Microfinance Institutions {(MFI).

The DBJ employs prudent credit risk
management tools and strategies
to avoid, transfer and mitigate
credit risk. Management applies
the appropriate risk models and
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management stratagies, based on
the lending modality which is used,
in the approval of loans and the
monitoring of its credit portfolio.
Credit decisions are also made
based on the Bank’s risk appetite
and tolerance levels as defined by
its Board of Directors.

Market Risk

Market risk relates to movements in
specific market variables, including
interest rates and foreign exchange
rates, which will have an adverse
impact on income and/or portfolio
value. External Risk Indicators
(ERI) which are used to track the
movement of market prices are
monitored by the ERM and Strategy
Unit to trigger the appropriate
management response.

These responses are guided by the
Bank’s policiesand strategiesand the
appropriate market risk models are
used to assess exposure and inform
optimal responses. Market risks are
monitored by the ERM Committee
and reported to the Board via risk
dashboards and reports.

Strategic, Operational and
Reputational Risks

Strategicrisks

Strategic risk refers to internal or
external uncertainties which impact
an organisation’s strategies and/or
the implementation of strategies
or risks that emanate from changes
in strategy. The risk that the DBJ's

execution of strategies and/or
achievement of business ohjectives
will be affected by internal and/
or external events falls under
this heading. The Bank's risk
managementstructure wasdesigned
to integrate risk management with
strategy management through the
ERM and Strategy Unit in Strategic
Services Division Strategic risks are
actively monitored and assessed
with regular reporting to the ERM
Committee and Board.

DBJ's Critical Uncertainty Matrix

AT M
=.

Level of Uncertainty

Laval of hnperiance/ Impact

Operational risks

Operational risks emanate from
the execution of business activities.
QOperational risks are identified,
analyzed and monitored at the
department level with quarterly
reparting to the Managing Director.
QOperational risks that have a
large impact on the business,
have a relatively high likelihood of
occurrence and are fairly imminent
are escalated to the level of Key
Business Risk {KBR), which is given
special managerial and Board
attention.

Reputational risks

Reputational risks can emerge if
the DBI fails to deliver satisfactory
standards of service quality, fails
to comply with legal and ethical
standards, commits operational
failures, fails to adhere to the Bank’s
policies, established  practices
and procedures and/or best
practices, fails to meet stakeholder
expectations on responsible
behaviour, and/or is unethical in its
practices and beliefs.

The DBl manages reputational
risks through the establishment of
major policies and documentation
of key processes and procedures,
the adherence of good governance
principles throughout the
organization’s structure, and
through reputational considerations
in the identification, assessment
and management of all risks.

"_'FJ_«:J"_’ ™ e Sananrio

Planning

During the strategic planning
process, the DBI identifies several
critical external driving forces
with high levels of uncertainty
that could significantly impact
the Bank's strategy and business
sustainability. The Bank then applies
risk management principles to
mitigate, avoid, transfer, accept
and/or capitalise on some the risks
faced as a result of external drivers/
exogenous shocks.
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Corporate Governance
o orporate sovernarnce
Good corporate governance Preferred Method ta Report Fraud
underpins the DBJs systems of
- 67%

accountability, transparency and
efficiency. The Board of Directors,
Audit & Conduct Review sub-
Committee, Internal Audit, 13% 3 i e
Enterprise Risk  Management, P . N - L
senior management and staff have . = 3 L=
all contributed to the company’s 2 3

N pany ,p°¢ .;;3“‘\ do‘;a ¥ ¥
success of maintaining a strong Q¥ og\-» & 2 o
governance foundation. * \&05 é‘*

< ¥

The Bank's corporate governance additional 7% of staff stated accordance with the Financial

principles are rooted in
internationally accepted standards
that are locally guided by:

) The Government of Jamaica
Corporate Governance Frame-
work for Public Bodies (2012)

** The Public Bodies Management
Accountability Act (2012)

(*) Financial Administrative & Audit
Act; and

*) Companies Act of Jamaica

Prayiding Information on lrregtlarities

g

u Maybe ® No © Yes

The confidence shown in the DBJ's
corporate  governance  systems
was demonstrated in a 2013
survey, where 8 of every 10 of
DBJ's staff when asked about their
willingness to provide information
on irregularities to internal audit,
indicated a definitive “Yes”, an

“Maybe”.

When further asked about the
preferred method to report
fraudulent activities 87% chose a
direct approach. This is indicative
of the company’s goal of fostering a
good corporate governance culture,

Framework

The DBJs Board of Directors
are selected and appointed in

Services Commission’s (FSC) “fit and
proper” standards and members
have satisfactorily demonstrated:

*) Contribution to nation building,
business, institutions  and
professions

7 Integrity, honesty and the ability
to generate public confidence

(*) Sound and independent
business judgment

2} Financial literacy

2} Knowledge and appreciation of

DBJ Corporate Governance Structure
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publicissues and familiarity with
local, national and international
affairs

2 Knowledge of the business of
the company; and

' Ability to dedicate adequate
time to the Board and
committee work.

Internal Audit

The Bank’s internal audit function
has administrative and functional
reporting lines  through the
Managing Director and Audit and
Conduct Review sub-Committee
respectively, facilitating a system of
good corporate governance within
the DBJ.

In  keeping with International
Standards for the Professional
Practice of Internal Auditing, Internal
Audit provides independent,
objective assurance and consulting
activity designed to add wvalue
and improve the organization’s
operations. It helps DBJ accomplish
its objectives by bringing a
systematic, disciplined approach
to evaluate and improve the
effectiveness of risk management,
control, and governance processes.

As a result of the DBJ's strong
corporate governance system, the

Bank successfully implemented
key initiatives geared towards
strengthening  the  company’s

governance, risk management &
internal controls (GRC) processes.

These initiatives include:

(QAIP)

N

o

OHALITY ASSURANTE AND

MPHUYE MENDFRILEE AN

\‘“—'ﬂ_
&

1. Quality Assurance Improvement Programme

Launched and completed Phase 1 of its
Quality Assurance Improvement Pro-
gramme (QAIP) - Internal Self-Assess-
ment. The QAIP provides assurance to
the Bank’s stakeholders that the inter-
nal audit activities conform to the Defi-
nition of Internal Auditing and the In-
ternational Standards for the Profes-
sional Practice of Internal Auditing
{Standards).

2. Improvements in Management Corrective
Actions (MCAs)

Made significant improvements in im-
plementation of recommendations to
strengthen the Bank's GRC systems and
processes. Within the year, 90% of rec-
ommendations made were successful-
ly implemented and corrective actions
were initiated for the other 10%.

- § Momtor controls using technology

Acquired and installed a Continuous
Auditing Software Solution. The system
enables the Bank to automate moni-
toring of some of its internal controls.




Attendance for Board of Directors’and
sub-Committee Meetings
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Audit & Conduct Review sub-Committee

meetings
Nama of Directar Numbaer of Number af
Mieetings Meetings
Held Altended
1 | Errol Powell 4 4
2 | Marc Harrison 4 4
3 | Ann MarieRhoden | 4 4
4 | Maureen Webber 4 4
Milverton Reynolds
5 | tnonComrmittee membe) | 4 2

Board of Directors’ meetings
Name of Director Number of Nl_lrrlher of
Mestings Meetings
Held Attended
1 | Joseph M. Matalon | 13 13
2 | Richard Burgher 13 11
3 | Jeffrey Cobham 13 10
4 | Brian George® 13 4
5 | MarcHarrison 13 8
& | Dennis Morrison®™ | 13 7
7 | Errol Powell 13 11
8 | Ann MarieRhoden | 13 8
9 | DhiruTanna 13 9
10! Maureen Wehber 13 12
11] Milverton Reynolds | 13 13

* Mr. George resigned from the Board of Directors
effective February 14, 2014
**Mr. Morrison joined the Board of Directors in October
2013.

Investment, Finance & Loans sub-Committee

Enterprise Risk Management sub-Committee

meetings
Nama of Director | Number of Number of
Meetings Vieetings
Held Attended
1 | Jeffrey Cobham 3 3
2 | Richard Burgher 3 0
3 | Marc Harrison 3 3
4 | Errol Powell 3 3
5 | Dhiru Tanna 3 1
Milverton Reynolds
6 | (non-Comraittes memba) 3 2

Human Resources and Compensation sub-

meetings
Name of Diractor = Number of Number of

NMeatings Vieatings
Held Attended

1 | loseph M. Matalon | 7 6

2 | Richard Burgher 7 5

3 | lefirey Cobham 7 [

4 | Brian George 7 2

5 | DhiruTanna 7 5

6 | Maureen Webber 7 P o

7 | Milverton Reynolds | 7 7

Committee meetings
Name of Director | Number of Number of

Meatings iieaetings
Held Attended

1 | Maureen Webber 1 1

2 | Brian George 1 0

3 | loseph M. Matalon | 1 0

4 | DhiruTanna 1 1

5 1 1

Milverton Reynolds
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The four sub-Committees of the Board that enable the
Board of Directors to effectively carry outits functions are:

Sub-Committee | Primary Purpose

1. Qverseesthe Bank’s governance, risk

management and internal control (GRQ)
systems; standards ofintegrity and behaviolir

2. Review and approve the Bank’s audited

Audit & Conduct

financial statements and the supporting notes,
assumptions, and the auditors’ report

3. Monitor and review the effectiveness of the

Review

internal audit functionsin relation to DBJ's
compliance with laws and regul ations, risk
management functions and the reviews of
internal controls

. Monitor the terms and conditions of the

engagement of the external auditor to ensure
independence, efficiency and effectiveness
Recommends to the Board of Directors policies
and changes to policies relating to investment,
finance and loans

2. Maonitors the investment portfolio to identify

Investment;
Finance & Loans

and manage tisks e.q. liquidity risks associated
with exchange rates and interest rates that
might affect the Bank’s.commifments

3. Approves and/or recommends investments and

divestment of properties or companies under
the Governmient’s divestiment programme

. Approves loans to AFIS within loan limits set by

the Board.

1. Ensures that the Bank has up-to-date policies

Human Resource
& Compensation

and procedures which govern itsemployment
praclices and are in accordance with the
guidelines of the Ministry of Finance and
Plannirg, and are in compliance with the Labour
Relations and Industrial Disputes Act, and other
relevant acts, laws and regulations

2. Recommends a remuneration policy to the

Board, which is within the Government’s
guidelines

. Establishesand reviews risk tolerance levels and

Enterprise Risk
Management

makes recommendations regarding the overdl|
risk appefite of the DB o the Board of Directors

2. Assesses the management of key businessrisks

within the risk manageément policy and risk
tolerance levels

In 2013/14, the DBJ invested in a range
of projects across the productive sector.

Construction




49

Annual Report 2013 - 2014

Glossary of Acronyms

Below is a list of acronyms and their meanings as they appear in the DBJ’s 2013-14 Annual Report:

AFI - Approved Financial Institutions

CariCRIS - Caribbean Information and Credit Ratings
Services Limited

CDB - Caribbean Development Bank

CIB - Cocoa Industry Board

EFF - Extended Fund Facility

ERM - Enterprise Risk Management

EXIM - National Export-lmport Bank of Jamaica Limited
EU - European Unian

G0OJ - Government of Jamaica

ICT/BPO - Information and Communication Technology/
Business Processing Outsourcing

IDB - Inter-American Development Bank

IFC - International Finance Corporation

IMF - International Monetary Fund

JAMPRO - Jamaica Promotions Limited

JBDC - Jamaica Business Development Corporation
IWCP - Jamaica Venture Capital Programme

LOPM - Loan Origination and Portfolio Management
M3 - Mobile Money for Microfinance

MFI - Micro Finance Institutions

MSME - Micro, Small and Medium-sized Enterprises
MSTEM - Ministry of Science, Technology, Energy and
Mining

NMIA - Norman Manley International Airport

NPCB - National People’s Co-operative Bank

PDF - PetroCaribe Development Fund

PPP - Public-Private Partnerships
SME - Small and Medium-sized Enterprises

Workersreap avocado on the Conway Scott farm in Clarendon. DBJ funding was used to expand the orchard.
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DIRECTORS' GROSS COMPENSATION
For year ended 31 MARCH 2014

Motor Vehicle All Other
Compmisatitn

Positian ol Director Vi s ol ned - 2 ineluding Non-Cash

Banefits as applicabiles
{3)
Board Lommires
Meenhngs Menting:

CHAIRMAN

93.50& 17,500

38,500 b Iﬂ-ﬂ 500
o i __—__‘
“BOARD MEMBERS 133,000 24,500
'BDARD MEMBER & 119,000 28,000 " m'
BOARD MEMBERS ohe " ERAE00
"BOARD MEMBER 2 34 ,000 7,000 " “ - ﬁ m

TOTALS

* Board fees used for charitable purposes
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SENIOR EXECUTIVE COMPENSATION
For year ended 31 MARCH 2014

* GM — General Manager

Notes

1. The Managing Director, and two General Managers {(GM) being contract officers whose positions do not fall under the
Bank’s pension scheme, receive gratuity of 25% on their salary.

2. Performance Incentive is approved by the Ministry of Finance and is paid based on performance (both Company and
individual) for the preceding financial year. Maximum possible is 8% of basic.

3. Theamount shown forthe Managing Director relates to the Notional Value for which taxes are paid on Assigned Motor
Vehicle.

4. Reorganization resulted in separation in July.
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INDEPENDENT AUDITORS’ REPORT

To the Members of
DEVELOPMENT BANK OF JAMAICA LIMITED

Report on the Financial Statements

We have audited the financial statements of Development Bank of Jamaica Limited (“the
company”’), set out on pages 56 to 133, which comprise the statement of financial position as at
March 31, 2014, the statements of profit or loss and other comprehensive income, 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 1s responsible for the preparation of financial statements that give a true and fair
view, in accordance with International Financial Reporting Standards and the Jamaican Companies
Act, 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 1s to express an opinion on the 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 as to whether or not the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence relating to the amounts and
disclosures 1n the financial statements. The procedures selected depend on our judgment, including
our assessment of the risks of material misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, we consider internal controls relevant to the
entity's preparation fair of financial statements that give a true and fair view 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.

AEWIG, & Jamacan gartnership and a R. Tarun Handa
mermber T of 1he KEMG network of P
independent mambar firms affiated with
International Cooperalive KPMG
Internaticnal ™), a Swss eatily




T'o the Members of
DEVELOPMENT BANK O JAMAICA LIMITLED

Report on the Financial Statements, cont’d

Opinion

In our opinion. the financial statements give a true and fair view of the financial position of
the company as at March 31, 2014, and of its financial performance and cash flows for the
year then ended, in accordance with International Financial Reporting Standards and the
Jamaican Companics Act.

Report on additional matters as required by the Jamaican Companies Act

We have obtained all the information and explanations which, to the best of our knowledge
and belicf, were necessary for the purposes of our audit.

In our opinion, proper accounting records have been maintained, so far as appears from our

examination of these records, and the financial statements, which are in agreement therewith,
give the information required by the Jamaican Companies Act in the manner required.

il i < B

Chartered Accountants
Kingslon, Jamaica

June 23,2014
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Statement of Profit or Loss and Other Comprehensive Income
Year ended March 31, 2014

{Expressed in Jamaica dollars unless otherwise indicated)

Notes 2014 2013
5’000 5000
Net interest and other income
Interest ingcume 1,198,634 1,142 492
Interest expense {_ 531.009) { 477.074)
Net interest income 7 667,625 665418
Other income 8 911.678 443 894
1,579,303 1.109312
Operating expenses
Staff costs 9 { 369455) ( 363.173)*
Other operaling expenses L0 {__280.636) { 239924)
Total stafl costs and other operating expenses (_650091) (__603.097)
Profit from operating activities before impairment losses y29212 506215
Impairment losses on loans 18(b) - (1,014,697)
Impairment losses on investiment securities 13(a) - (1,913,579)
Impairment lgss - other 19 {( 177.431) -
Total impairment losses (_177431) (2,928.276)
Profit/(loss) from operating activities 751,781 (2.422,061)
Share of losses of associated companies 15 { 387263) { 38.776)
Profit [rom Credit Enhancement Facility Fund 22 29,299 7.651
Profit/(loss} for the year 742 817 (2,453.180)
Other comprehensive income/(loss)
Items that will never be reclassified to profit or loss
Remeasurement ol emptoyee benelit assel 24(¢) { 906} { 52.586)*
Ttems that are or may be reclassified to profit or loss
Nel gain/(loss) in fair value of available-for-sale
securities 3i(a) 79,084 ( 51.158)
Surplus on revaluation of property and equipment 26 91,590 =
Other comprehensive income/(loss) for the vear 169.768 ( 103.744)
Total comprehensive income/(loss)for the year _ 912,585 (2,556,930)

* Restated {note 36).
The accompanying notes form an integral parl of the financial statcments.
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Statement of Financial Position
Year ended March 31, 2014

(Expressed in Jamaica dollars unless otherwise indicated)

Notes 2014 2013 2012
$7000 $’000 $°000
ASSETS
Cash and cash equivalents | 49(),358 630,377 794 361
Resale agreements 12 723,233 3,253,786 1,946,502
Investment sccuritics 13 2.324.622 2,035,802 3,686,405
Investment properties 14 448,233 321,171 315,207
Interest in associated companics 15 924 919 902.829 825,829
Loans receivable. net of impairment allowance:
Dircct loans 16 5.681.613 5,234 452 5497 310
Financial and agrcultural institutions loans 17 9.581.882 6,732,175 6,450.964
Govermnment of Jamaica infrastructural programmes 19 29 183,436 181,467
Duc from Government of Jamaica — Privatisation 20 8,329 1 404 28 289
— Note receivable  21(a) 391,271 472.065 561,066
Qther 21{b) 858.367 690,673 588,418
Income tax recoverable 344 987 338,790 339,824
Due from Credit Enhancement Facility Fund 22 369,051 340,757 335,313
Other receivables 23 117,067 120,073 108,693
Employee benefit asset 24 233,450 216,238% 251,639*
Intangible assets 25 5,677 032 639
Property and equipment 26 766,145 692 841 712,442
23.269.233 22,167.801  22,624.368
LIABILITIES
Loans payable 27 14,433 488 14,125,577 11491213
Other 2y 367512 400,958 498 529
14,801,000 14.526.335 11,989 742
EQUITY
Share capital 29 (a) 1,757,539 1,757,539 1,757,539
Share premium 29 (b) 98,856 08,856 08,856
Capital reserves 34 1206517 1,206,613 1 419,338
Other reserves 31 5,102,757 4.944 | (9* 5, 106,693*
Retained carnings/(deficit) 302564  ( 363851)y 2252 200*

BA468.233  _7.641.266  10.634.626
23.269,233  22.167.801  22.624.368

The financial statements on pages 3 to 80 were approved for issuc by the Board of

I7\cc[0rs n June 23, 2014 and signed on its behalf by:

A e
— Chairman

Jos¢ph Malalon

Managing Director

n Reynolds

* Restated (note 36).
The accompanying notes form an integral part of the financial statements.
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Statement of Changes in Equity
Year ended March 31, 2014

{Expressed in Jamaica dollars unless otherwise indicated)

Share Share Capital Other Retnined
Notes eapital primium  reserves rescrves earoings Totnl
$'000 $'000 $1000 $ 000 s'000 5000
Balanves at March 31, 2012
As previously roported 1.757.5339 98.830 1419338 5 L2034 2257814 100500
Prior vear ad)ustnent 36 - - - { 5361 soelhy { 1097%)
As restated 1,757.539 98.856 1.419.338 3106693 2252200 10.634.626
‘latal comprehensive loss for the year
[oss [or the yaur:
As previously reporied (24481240 24481240
Privr year adjnstiment 36 - = - L 5062y ( 5.062)
As restaned - - - - (2453, 180) (2453 186)
Total niher comprehensive loss:
et loss n fair value of available-tor-sale
secunties As previously reported 3l{a) - B {51,158 - {  5L,158)
Prior year adjnstnent 3o - - - i 32.586) - I 52.586)
As testared - - - (103744 - {_103,744)
Total comprehensive luss
for the year, as restated = = = {_103.744) (2.453,186) (_2.350.930)
Transfers
Amortisation of grants 30(d)y . . [ 106} . - { 106}
Transfer o specid reserves Hdy - - - ( I8.4u2) - { I8.492)
bransler of profit on CEL 3N 7651 | 7.051) .
Transler o techneal reserve 3le) A7y Al 59.413)
- - ( 106) ( 3BR4M [ 19065 (__ 78.011)
Transactions with owners, recognised directly
In equity
Drvidends i2 - - (212619 - (1458000 ¢ 338419
Resated balances at March 31, 2013 1,737,339 98 856 1206613 4944109 ( 363 851) 7,641,266
Balances ul March 31, 2013;
As previously rep()rtcd [, 737,538 94,850 |.206.6] 3 3002056 ( 355,175%) 7,709,849
Prior year adjusiment 2012 36 B - - { 5,361) | 5614y (10975
Prior year adjustment 2013 36 e i = _52586) (3062 (_ 57.648)
As restated 1,757,532 98856 1206613 4944109 ( 365851) 7,641,266
Total comprehensive income Tor the year
Profit for the year - - - - 742817 742817
Other comprehensive income
Remeasurement ol employe: benelil ohligation - - - { 906) - { 906)
et change ine fair value of avadable-tor-saic
securilies ia) # - - TO0R4 = 79084
Surplus on revithietion of property
plant and copmpment 26 - - - 91.590 - 91.590
Total other comprehensive meome
for the yeur o - - 169.768 169768
Total comprehensive income for the year - - - 169,768 742817 912,585
Transfers
Arnortisalion of granis 30y - - | 96) - - { 940}
‘Transfer from speeial reserves Ad) - - - {  4,538) - { 4,538)
Fomsfer ol prufit on CEF 3D - - - 29299 (29299 -
iranster to techacal reserve 2lig) s - - {35881y ( 19.623) (35504
- - { 96y 1Ly (48922 (_ 60.138)
Trapsactions with ewners, reeognised directly
in equity
Dividends iz e — - - {25480y 25,480)
Balances at Mavch 31, 2014 1737539 DB.BS6 L206,517 5102757 302,504 5468233

The accompanying notes form an integral part of the financial statements.
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Statement of Cash Flows (continued)
Year ended March 31, 2014

(Expressed in Jamaica dollars uniess otherwise indicated)

Notes

Cash flows from investing activities
Resals agreements
[nvestment securities, net
Interest in associated companies
Purchase of intangible assets 25
Purchase of properly and equipment 26
Proceeds ol disposal of property and equipment
Additions o investment properties

Net cash provided/(used) by investing activities

Cash Rows from financing activities
Loans to financial and agricultural institutions
Direct borrowers
Loans received
Loans repaid
Dividends paid 32

Net cash (used) /provided by financing activities

Nel increase in cash and cash equivalents
Effect of exchange rate [luctuations on cash and cash equivalents
Cash and cash equivalents at beginning ol year

Cash and cash equivalents at end of year 11

The accompanying notes [orm an integral part ol Lthe financial statements.

2014
$°000

2,513,643
( 540,896)
( 68,111)
(6277
( 23.356)

1,103
240,792

———

2.116858

—_——

(3.374,920)
12,104
315,224

(1.460.953)

25.480)

[—1_.

(4.534.025)

( 74,334)
(  ©65,685)
630377

_490,35%

2013
$°000

(1,296,451)

( 300,334)
( 101,896)
( 1.044)
( 19.654)

979
(__ 4.487)
(1,722.887)

( 370.942)

( 273,768)
4,286,058
(1.469,477)
(_358.419)
1.813.452
( 78928)
{  85,056)

794 361
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1.  ldentification and principal activities

(a) (1) Development Bunk of Jamaica Limited (“the compuany™) was established on Apnl 1.
2000, when the operations and certain assets and habihitics of National Development
Bank of Jamaica Limited ("NDB”™), a company incorporated in Jamaica, were merged
with (hase of the Agricultural Credil Bank of famaica Limited (“ACB™), also
mcorporated in Jamaica. Thereafter, the name of ACB was changed to Development
Bank of Jamaica Limited. The company 13 domiciled in Jamaica and its registered ollice
is located at 11A Oxford Road, Kingston 5, Jamaica.

(i) With effect from September 1, 20006, the company, under the terms of Cabmet decision #
26/06, dated July 24, 2006, took over the operations and certain assets and liabilities of
National Investmment Bank of Jamaica Limuted ("NIBJI"). This resulted in the company
acquiring net identifiable assets, amounting to $1.727.539.000. On July 24, 2009, the
company issued shares to the Accountant General. in trust for the Capital Development
Fund, as compensation for this amount. Certain non-performing assets were retained by
NIBIJ, which continues to operate for the purpose of pursuing the recovery of those assets.

(b) The company’s mission is to facilitate economic growth and development by providing:
- Appropriate financing solutions through alliances with Approved Financial [nstitutions
(“AFIs”) and other financiers
- Direct lending for large projects in strategic areas
- Management and pnivatisation of national assets

(¢)  The company is exempt from income tax under Section 12(b) of the Income Tax Act.

(d) The company has interests in certain associated companies [see notes 3(a) and 15], all of which
are incorporated and domiciled in Jamaica. The ones currently 1n operation are as follows;

Principal Percentage Holding by Financial
Name ol Invesiee Activities Company Other Year End
Harmonisation Limited and Property development 50% March 31
(i) its 100% subsidiary;
Silver Sands Listate Rental of resort
Limited accommodation 100% March 31
{11} its 49% associated company:
Harmony Cove Limited Property development 49% March 31

The other 50% of Harmonisation Limited (“Harmonisation™) is owned by the National Housing
Trust, a statutory body.
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1.  Identification and prineipal activities (contd)

(d)

{(Cont’d)

Harmonization entered into a Joint Venture Agreement and a Members® Agreement with
Tavistock Group Inc. to develop lands owned by Harmonisation in Trelawny, Jamaica. The
development will be done through Harmony Cove Limited (“Harmony™), of whose ordinary
share capital Tavistock Group Inc. owns 51%, with Harmonisation owning the remaining
49%. The lands owned by Harmonisation were valued at US845,000,000 for the purpose of
their transfer to Harmony under the Joint Venture Agreement, dated September 28, 2006.

The joint venture agreement with Tavistock Group Inc. was amended on February 3, 2009 1o
reflect contribution by Harmonisation, through its subsidiary, Silver Sands Estate Limited, of
addirional parcels of lands. In consideration of the transfer of these additional lands,
Harmonisation shall be deemed to have subscribed for cumulative preference shares to be
issued by Tavistock Group [nc. in the amount of US$6,662.460.

2.  Basis of preparation

(a)

Statement of compliance

The financial statements as of and for the year ended March 31, 2014 (“reporting date™) are
prepared in accordance with International Financial Reporting Standards (“IFRS™), as issued
by the Intemational Accounting Standards Board, and comply with the relevant provisions of
the Jamaican Companies Act.

New, revised and amended standards and interpretations that became effective during
the year

Certain new, revised and amended standards and interpretations came into effect during the
financial year under review. Those that had a significant effect on the amounts and
disclasures in the financial statements are as follows:

° IFRS 13, Fuir Valiue Measurement

IFRS 13, which is effective for annual reporting periods beginning January |, 2013,
establishes a single framework for measuring fair value and making disclosures about
fair value measurements when such measurements are required or permitted by other
IFRSs. [t unifies the definition of fair value as the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants
at the measurement date. It replaces and expands the disclosure requirements about fair
value measurements in other IFRSs, including IFRS 7. The standard led to additional
disclosures, as set out in notes & and !4, but had no significant impact on the
measurements of the company’s assets and liabilities.

o  Amendments to IAS 19, Kmplovee Benefits

As a result of the adoption of the 2011 amendments to IAS 19, Employee Benefits, the
company has changed its accounting policy with respect to the basis for determining the
imcome or expense relating to 1ts post-emplovment defined benetit plans.
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(Expressed in Jamaica dollars unless otherwise indicated)

2.  Basis of preparation (cent’d)
(a) Statement of compliance {cont’d)

New, revised and amended standards and interpretations that became effective during
the vear (cont’d)

e  Amendments to 1AS 19, Employee Benefits (cont’d)

As a consequence of the change, the company now determines the net interest expense
on the net defined benefit liability for the period by applying the discount rate used to
measure the defined benefit obligation at the beginning of the year to the net defined
benefit liability at the beginning of the year. Net interest also takes into account any
changes 1n the net defined benefit liability during the year as a result of contributions
and benefit payments. Actuarial gains and losses arc now recognised immediately in
other comprehensive income. Previously, the company recognised actuarial gains and
losses using the corndor method. which requured that any cumulative unrecognised gains
or losses exceeding 10% of the present value of the benefit obligation were recognised
in profit or loss over the expected average remaining working lives of the employees
affected.

The change has been applicd retrospectively and relevant prior year financial statement
amounts have been restated accordingly (notes 24 and 36).

. Amendment to [AS, Presentation of Financial Statements

The adoption of the Amendment to [AS |, entitled, “[AS |, Presentation of Financial
Statements: Presenmtation of ltems of Other Comprehiensive freome” led (o the change
in the title of the statement from ‘Statement of Comprehensive Income’ to “Statement
of Profit or Loss and Other Comprehenstve Income.”

o [mprovemenis ta IFRS, 2000-2011 Cyele, conlained amendments to certain standards and
mterpretations and are effective for accounting periods beginning on or after January |,
2013. The amendment which impacted the presentation in these financial statements 1s as
follows:

1. IAS 1, Preseniation of Financial Statements, has been amended to clarify that only
one comparative period, which is the preceding period, is required for a compiete
set of financial statements. TAS | requires the presentation of an opening statement
of financial position when an entity applies an accounting policy retrospectively or
makes a retrospective restatement or reclassification. IAS 1 has been amended to
clarify that (a) the opening statement of financial position 15 required only if a
change in accounting policy, a retrospective restatement or a reclassificalion has a
material effect upon the information in that statement of financial position: (b)
except for the disclosures required under LAS 8, notes related to the opening
statement of financial position are no longer required; and (¢) the appropriate date
for the opening statement of financial position is the beginning of the preceding
pertod, rather than the beginning of the earliest comparative pertod presented.
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(Expressed in Jamaica dollars unless otherwise indicated)

Basis of preparation (cont’d)

(a)

Statement of compliance (cont’d)

New, revised and amended standards and interpretations that are not yet effective and
which the company has not early adopted (cont’d)

o [FRS 9, Financial Instruments, is effective for annual reporting periods beginning on or
after January |, 2018. The standard retains but simplifies the mixed measurement model
and establishes two pnimary measurement categories for financial assets: amortised cost
and fair value. It eliminates the existing 1AS 39 categaries of held-to-maturity, available-
for-sale and loans and receivables. For an investment in an equity instrument which is not
held for trading, the standard permits an irrevocable election, on initial recognition, to
present all fair value changes from the investment in other comprehensive income. The
standard includes guidance on classification and measurement of financial labilities
designated as at fair value through profit or loss and incorporates certain existing
requirements of IAS 39, Financial Instruments: Recognition and Measurenent, on the
recognition and de-recognition of financial assets and financial liabilities.

o  Amendments to IAS 32, Offsetting of Financial Asseis and Financial Liabilities, which is
effective for annual reporting periods beginning on or after January [, 2014, clarifies
those conditions needed to meet the criteria specified for offsetting financial assets and
liabilities. It requires the entily to prove that there is a legally enforceable right to set off
the recognised amounts, Conditions such as whether the set off is contingent on a future
event and the nature and right of set-off and laws applicable to the relationships between
the parties involved should be examined. Additionally, to meet the criteria, an entity
should intend to either settle on a net basis or to realise the asset and settle the liability
simultaneously.

. IFRIC 21, Levies, which is effective foy annual reporting periods beginning on or afier

January |, 2014 provides guidance on accounting for levies in accordance with the
requirements of IAS 37, Provivions, Contingent Liabilities and Contingent Assets. The
interpretation defines a levy as an outflow from an entity imposed by a government in
accordance with legislation. [t requires an entity to recognise a hability for a levy when
and only when the triggering event specified in the legislation occurs.

The company is assessing the impact that these new and revised standards will have on its

financial statements when they become effective.
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2.  Basis of preparation (cent’d)

(b)

{c}

Basis of measurement

T'he financial statements are prepared on the historical cost basis, medilied for the measurement
of available-for-sale investment securities, investment properties and certain property and
equipment at fair value.

Functional and presentation carrency

The financial statements are presented in Jamaica dollars. which is the company’s functional
currency.

Use of estimates and judgements

The preparation of financial statements in conformity with IFRSs requires the use of
accounting estimates, based on assumptions. It also requires management to exercise its
judgement in the process of applying IFRS and the company’s accounting policiecs. These
estimates and judgements affect the reported amounts of, and disclosures relating to, assets,
liabilities, income. expenses, contingent assets and contingent habilities.

Estimates, and the assumptions underlying them. are reviewed on an ongoing basis.
Revisions 1o accounting estimates are recognised in the period in which the estimate is
revised and in any future periods affected. Although these estimates are based on
management's best knowledge af current events and actions, actual results may differ from
the estimates.

For the purpose of these financial statements. prepared in accordance with IFRS, judgement
refers to the informed identification and analysis of reasonable alternatives, considering all
relevant facts and circumstances, and the well-reasoned, abjective and unbiased choice of the
alternafive that is most consistent with the agreed principles set out in IFRS.

Note 4 describes (1) eritical judgments made by management in applying accounting policies
in accordance with IFRS, and (2) financial statement amounts that have been significantly
affected by estimates, and /or which could therefore be changed mn the next financial year as a
result of a change in the estimate.

o Significant accounting policies

(a)

Associates

Associates are those entities over which the company has significant influence, but not
control, over the financial and operating policies. The financial statements include the
company's share of profits or losses of associates on the equity basis, after adjustments to
align the accounting policies with those of the company, where practicable, from the date that
significant influence commences until the date that significant influence ceases. When the
company’s share of losses exceeds its interest tn an associate, the carrying amount of the
investment i that associate 1s reduced to SNil and recognition of further losses is
discontinued, except to the extent that the company has incurred legal or constructive
obligations or made payments on behall of an associate. If the associate subsequently reports
profits, the company resumes recognising its share of those proiits only after its share of
profits equals the share of losses not recognised.
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3.  Significant accounting policies (cont’d)

(b} Financial instrumenis — <Classification, recognition and de-recognition, and
measurcment:

(ii1) Non-derivative financia! assets — measurement

loans and receivables: Securities acquired and loans granted with fixed or determinable
payments and which are not quoted in an active market, are classified as loans and
receivables. On initial recopnition they are measured at fawr value, plus any directly
attributable transaction costs.  Subsequent to initial recognition, they are measured at
amortised cost, using the effective interest method, less impairment losses. Where
securities classified as loans and receivables become quoted in an active market, such
securities will not be reclassified as available-for-sale seounties. An active market 1s one
where quoted prices are readily and regularty available from an exchange dealer, broker or
other agency and those prices represent actual and regularly occurming market transactions
on an arm’s length basis.

Held-ro-maruriry: Securities with fixed or determinable payments and fixed maturities
that the company has the positive intent and ability 10 hold to maturity are classified as
held-to-maturity. On initial recognition they are measurcd at fair value, plus any
directly attributable transaction costs.  Subsequent to initial recognition, they are
measured at amortised cost, using the effective interest method, less impairment losses.
Any sale or reclassification of a significant amount of held-to-maturity investiments that
is not close to their maturity would result 1n the reclassification of all held-to-maturity
investments as available-for-sale, and prevent the company from classifving investment
securities as held-to-maturity for the fnancial year in which sale or reclassification
occurs and the following two financial years.

Availahle-for-sale: Other investments are classified as available-for-sale, because they
are designated as such or are not classified in any of the other categories. On initial
recognition, they are measured at fair value plus any directly attributable transaction
costs. Subsequent to initial recognition, they are measured at fair value, with unrealised
gams and losses arising [rom changes in fair value treated as follows:

» (Changes in the fair value of monetary securities denominated in a foreign currency
and classificd as available-for-sale arc analysed between translation differences
resulting from changes in amortised cost of the security and other changes in the
carrying amount of the security. The translation differences are recognised in profit
or loss, and other changes in carrying amount are recognised in other
comprehensive income. Changes in the fair value of securities classified as
available-for-sale are recognised in other comprehensive income,

e When securities classified as available-for-sale are sold or impaired, and therefore
derecognised, the accumulated fair value adjustments accumulated in equity are
reclassified to profit or loss.
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3.  Significant accounting policies (cont’d)
()  Specific financial instruments
(i) Cash and cash equivalents

Cash comprises cash in hand and demand and call deposits with banks. Cash
equivalents are short-term, highly liquid investments that are readily convertible to
known amounts of cash, are subject to an msignificant risk of changes in value, and are
held for the purpose of meeting short-term cash commitments rather than for
investment or other purposes. These wmclude fixed deposits and investment balances
maturing within 90 days of the date of acquisition.

Cash and cash equivalents are carried at cost.

(i) Resale agreements

Resale agreements are short-term contracts under which the company buys securities
and simultaneously agrees to resell them on a specified date and at a specified price.
Resale agreements are accounted for as short-term collateralised lending — ie, the
sccuritics purchased arc reported not as sccuritics but as reccivables, and are carried in
the statement ol financial position at amortised cost.

The dilference between the purchase and resale considerations is recognised as interest
income on the accrual basis over the period of the agreements, using the effective
interesi method.

(iii) Investment sccurities

The classification, recognition and de-recognition, and measurement of invesiment
securities are described in note 3(b) above.

Interest on available-for-sale securities, calculated using the effective interest method,
1s recognised in profit or loss.

Dividends on available-for-sale equity instruments are recogrised in profit or loss when
the company’s right to receive payments is established.

Purchases and sales of investment securities are recogmsed on the settiement date - the
date on which an asset is delivered to or by the company.

(iv) Loans receivable

The classification, recognition and de-recognition, and measurement of loans
receivable are described in note 3(b) above.

The cash advanced to a borrower, including anv transaction costs, is taken as the fair
value of the loan at the date of disbursement and accordingly, that is the amount at
which the asset 1s initially recorded.
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3, Significant accounting policies (cont’d)
(¢) Specific financial instruments
(v) Borrowings

Borrowings, including those arising under securitisation arrangements, are recognised
initially at the proceeds received. net of transaction costs incurred. Borrowings are
subsequently stated at amortised cost using lhe cffective interest method.  Any
difference belween proceeds. net of transaction costs, and the redemption value is
recognised in profit or loss over the period of the borrowings.

(vi) Share capital and dividends:
(1) Classification;

Ordinary shares are classified as equity when there 18 no obligation to transfer cash
or other assets.

Incremental costs directly atiributable to the issue of new shares or the acquisition
of a business are shown in equity as a deduction, net of tax, from the proceeds.

{2} Dividends:

Dividends are recorded in the financial statements in the period in which they are
declared by the board of directors.

(d) Impairment of financial asse(s

The company assesses, at each reporting date, whether there is objective evidence that a
financial asset or a group of financial assets carried at amortised cost is impaired.

A financial asset or group of financial assets is impaired when objective evidence
demonstrates that a loss event has occurred after the initial recognition of the asset(s) and that
the loss event has an impact on the expected [uture cash flows of the assets that can be
estimated reliably.

Objective evidence that financial assets are impaired includes significant financial difficulty
of the borrower or issuer, default or delinquency by a borrower, restructuring of a loan or
advance by the company on terms that the company would not otherwise consider,
indications that a borrower or issuer will enter bankmptcy, the disappearance of an active
market for a security, or other observable data relating to a group of assets such as adverse
changes in the payment status al’ borrowers or issuers in the group, or economic conditions
that correlate with defaults in the group.

Because of the nature of the company’s business, loans and advances and investment
securities carried ar amortised cost are generally individually significant and are therefore
assessed for impairment individually.
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3.  Sigaificant accounting pelicies (cont’d)
() Impairment of financial assets (contd)

Impairment losses on assets carried at amortised cost are measured as the difference between
the carrying amount of the financial asset and the present value of estimated future cash flows
discounted at the asset’s original effective interest rate. Impairment losses are recognised in
profit or loss and reflected in an allowance account against the loans and advances or
sccuritics. Tntorest on impaired assets continues 1o be recognised through the unwinding of
the discount. When a subsequent event causes the amount of impairment loss to decrease, the
decrease in impairment loss is reversed through profit or loss.

The company writes off loans and advances and investment securities when they are
determined to be uncollectible [see note (5)(c)(11)].

Impairment losses on available-for-sale investment securities are recognised by transferring
the cumulative loss that has been recognised in other comprehensive income to profit or loss
as a reclassification adjustment. The cumulative loss that is reclassified from other
comprehensive income to profit or loss is the difference between the acquisition cost, net of
any principal repayment and amortisation, and the current fair value, less any impairment loss
previously recognised in profit or loss. Changes in impairment provisions attributable to the
time value of money are reflected as a component of interest income,

(¢) Foreign currency translation

(i)  Foreign currency transactions are converted at the exchange rates prevailing at the dates
of the transactions.

(ii) Monetary assets and liabilities denominated in foreign currencies are translated into
Jamaica dollars using the closing exchange rate at the reporting date. The foreign
currency gain or joss on the translation of monetary items is the difference between
amortised cost in the functional currency, i.c., Jamaica dollars, at the beginning of the
period, adjusted for effective interest and payments during the period, and the
amortised cost in foreigh currency translated at the exchange rate at the end of the
period. The foreign currency gain or loss arising on settlement of monetary items or
on reporting the company’s monetary items at rates different from those at which they
were initially recorded during the period, or reported in previous financial statements,
is recognised in profit or loss in the period in which it arises.

(111) Non-monetary assets and liabilities that are denominated in foreign currencies and are
carried at historical cost are converted art the foreign exchange rate rling at the date of
the (ransaction. Non-meonetary assets and liabilities that are denominated in foreign
currencies and are carried at fair value are translated to the functional currency at the
foreign exchange rates ruling at the dates that the fair values were determined. Foreign
currency differences arising on translation are recognised n profit or loss, except for
differences arising on the translation of available-for-sale equity instruments, which are
recognised in other comprehensive income.
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3.

Significant accounting policies {cont’d}

(e}

()

(2

Foreign currency translation (cont’d)

(iv) Those foreign currency loans which were negotiated by the Government of Jamaica and
on-lent to the company by the Ministry of Finance and Planning (MOFP) in Jamaica
dollars [see notes 27 (xi1i), (xiv)], are stated n Jamaica dollars al the exchange rate
prevailing at the date of disbursement, as the Government has agreed to bear the
exchange nsk.

Exchange losses {(net of gains) arising on other foreign currency loans are included in
profit or loss.

Intangihle assets
Computer software

Acquired computer software licenses are capitalised on the basis of the costs incurred to
acquire and bring to use the specific software. These costs are amortised on the basis of the
expected usetul life of two years. Costs associated with developing or mamtaming computer
software programs are recogmsed as expenses as incurred.

Property and equipment

Freehold land and buildings are stated at their fair values based on triennial valuations by
external valuers, less subsequent depreciation for buildings. Land s not depreciated. All other
property and equipment are stated at historical cost less accumulated depreciation and. if any,
unpairment losses.

Increases in the carrying amounts arising from the revaluation of freehold land and buildings
are included in other comprehensive income, except to the extent that a surplus reverses a
previous revaluation deficit recognized in profit or loss on the same asset, in which case the
credit to that extent is recognized in profit or loss. Any deficit or revaluation is recognized in
profit or loss, except to the extent that it reverses a previous revaluation surplus on the same
asset, in which case the debit to that extent 1s recogmized i other comprehensive income.

Cost includes expenditures that are directly attributable to the acquisition of the asset. The
cost of self-constructed assets includes the cost of materials and direct labour, any other costs
directly attributable to bringing the assct to a working condition for its intended use, and the
costs of dismantling and removing the items and restoring the site on which they are located.

When parts of an item of property or equipment have different useful lives, they are
accounted for as separate items (major components of property and equipment).
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3.  Significant accounting policies (cont’d)
(g} Property and equipment (cont’d)

Depreciation is calculated on the straight-line basis at rates estimated to write down the cost
of the assets to their residual values over their expected vseful lives. Annual depreciation
rates are as follows:

Buildings and signs 2%
Furniture, fixtures and equipment 10% - 20%
Computer equipment 20% - 25%
Motor vehicles 20%

Property and equipment are reviewed periodically for impairment. Where the carrying amount
of an asset I1s greater than its estimated recoverable amount. it is written down immedsately to
its recoverable amount. The depreciation methods, expected useful lives and estimated
restdual values are assessed at each reporting date.

Gains and losses on disposal of property and equipment are determined by reference to their
carrying amount and are taken into account in determiting results for the year Repairs and
renewdls are charged to profit or loss when the expendtture is incurred. On disposal of revalued
assets, the revaluation amounts in reserves are translerred to retained eamings.

(h) Investment properties

Investment properties. comprising residential apartments and commercial office space. are
held for long-term rental yields and capital gain.

Investment properties are initially recognised at cost, including transaction costs. The carrying
amount includes the cost of replacing part of an existing investment property at the time that
cost is incurred if the recognition criteria are met, and cxecludes the costs of day-to-day
servicing ol an investment property. Subsequent to initial recogniliof, investment propertics
are carried at fair value.

Fair value is determined every five years by an independent registered valuer, and in each of
the four intervening years by the directors. Fair value is based on current prices in an active
market for similar properties in the same location and condition. Any gam or loss ansing
from a change in [air value 1s recognised 1n profit or loss.

(i) Leased assets
Assets leased out under operating leases are included in investinent properties in the

statement of financial position. Rental income is recognised on the straight-line basis over
the lease term.
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3.

Significant accounting policies (cont®d)

() Impairment of non-financial assets

The carrying amounts of the company’s assets are reviewed at each reporting date to
determine whether there is objective evidence of impairment. If any such evidence exists, the
asset’s recoverable amount is estimated at each reporting date. An impairment loss is
recognised whenever the carrying amount of an asset or its cash-penerating unit exceeds its
recoverable amount. lmpairment losses are recognised m profit or loss.

(1)

(i1)

Calculation of recoverable amount

The recoverable amount of non-financial assets is the greater of their net selling price
and value in wse. In assessing value 1o use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset. For
an asset that does not generate largely independent cash inflows, the recoverable
amount is determined for the cash-generating unit to which the asset belongs,

Reversals of impairment

In respect of non-financial assets, impairment losses recognised 1 prior periods are
assessed at each reporting date for any indication that the loss has decreased or no
longer exists. An impairment loss is reversed if there has been a change in the
estimates used to determine the recoverable amount. An impaimment loss is reversed
only Lo the extent that the assets carrying amount does not exceed the carrying amount
that would have been determined, net of depreciation or amortisation. if no impairment
loss had been recognised.

{k) Revenue recognition

Revenue 15 income that arises in the course of the ordinary activities of the company.
Accordingly, revenue comprises interest income, and fee and commission income.,

®

Interest income

Interest imcome is recognised i profit or loss for all mterest-earning instruments using
the effective interest method. Interest income includes coupons earned on fixed income
investments and accretion of discount or amortization of premium on financial assets
acquired at other than par.

IFRS requires that when loans become doubtful of collection, i.e., impaired, they are
written down to their recoverable amounts and interest income is thereafter recognised
based on the rate of interest that was used to discount the future cash flows for the
purpose of measuring the recoverable amount. Future interest receipts are taken into
account in estimating future cash tflows from the instrument; if no contractual interest
payments are expected 1o be collected, then the only interest income recognised is the
unwinding of the discount on those cash flows expected to be received.
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Significant accounting policies (cont’d)

(k) Revenue recognition

(h

(m)

(ii) Fee and commission income

Fee and commission income is recognised on the accrual basis. Loan origination fees
for loans which are likely to be drawn down are deferred, together with related direct
costs, and recognised as an adjustment 1o the effective vield on the loan. Fees and
commissions arising from negotiating or participating in the negotiation of a
transaction for a third party are recognised on completion of the underlying transaction.

Inieres{ expense

Interest expense is recognised in profit or loss on the accrual basis using the effective interest
method. The effective interest rate is the rate that exactly discounts the estimated future cash
payments through the expected life of the financial liability to the carrying amournt of the
financial liability.

Employee bevefits
(i) General benefits:

Employee benefits that are earned as a result of past or current service are recognised in
the following manner: Short-term employee benefits are recognised as a liability, net of
payments made, and are expensed as the related service is provided. The expected cost
of vacation leave that accumulates is recognised when the employee becomes entitled
to the leave. Post employment benefits which comprise pensions and health care, are
accounted for as descnibed in paragraphs (i) below. Other long-term benefits,
including termination benefits, which arise when either: (1) the employer decides to
terminate an emplovee’s employment before the normal retirement date, or (2) an
employee decides to accept voluntary redundancy in exchange for termination benefits,
are accrued as they are earned during service and charged as an expense, unless not
considered material, in which case they are charged when (hey fall due for aciual
paymenl,

(i1) Defined benefit pension plan

The defined-benefit plan provides pensions for retired employees of the company. The
employee benefit asset included in the financial statements is determined by a qualified
independent actuary, appointed by management. The appoinied actuary’s report autlines
the scope of the valuation and the actuary’s opimion. The actuarial valuations are
conducted in accordance with 1AS 19, and the financial statements reflect the company’s
post-employment benefit asset as computed by the actuary. In carrying out their audit, the
auditors rely on the work of the actuary and the actuary’s report.
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3,

Significant accounting policies (cont’d)

{(m) Employee benefits (cont’d)

{n})

(i) Defined benefit pension plan (cont'd)

The company’s net obligation in respect of the defined-benefit pension plan is calculated
by estimating the amount of future benefit that employees have earned in return for their
service in the current and prior periods. That benefit is discounted to determine its
present value, and the fair value of any plan asscts is deducted. The discount rate is the
yield at the reporting date on long-term government securities that have maturnty dates
approximating the terms of the company’s obligations. In the absence of such
instruments in Jamaica, the rate is estimated by extrapolating from the longest tenor
security on the market. The calculation is performed by the company’s independent
gualified actuary vsing the Projected Unit Credit Method.

When the benefits of the plan are changed or when the plan is curtailed, the resulting
change in benefit that relates to past service or the gain or loss on curtailment is
recognised immediately in profir or loss. The company recognises gains and losses on
the settlement of its defined benefit plan when the settlement ogcurs.

Re-measurements of the net defined benefit liability, which comprise actuarial gains and
losses, the return on plan assets (excluding interest) and the effect of the asset ceiling (if
any. excluding interest), are recognised immediately in other comprehensive income.
‘T'he company determines the net interest income on the net defined benefit asset for the
year by applying the discount rate used to measure the defined benefit obligation at the
beginning of the year to the then-net defined benefit asset, taking into accouni any
changes in the net defined benefit asset during the period as a result of the contributions
and benefit payments. Net interest expense and other expenses related to defined benefit
plans are recognised in profit or loss,

When the calculation results in a potential asset to the company the recognised asset is
limited to the present value of economic benefits available in the form of any future
refunds from the plan or reductions in future contributions to the plan. To calculate the
present value of economic benefits, consideration is given to any applicable minimum
funding requirements.

Government grants

Government grants are recognised at their fair value where there is reasonable assurance that
the prant will be received and the company will comply with all attached conditions.

CGovernment grants related to the purchase of property and equipment, or for other capital
acquisitions, and not for the support of operating activities, are recorded in the statement of
financial position as capitalisation reserve [note 30(d)] and are credited to profit or loss on the
straight-line basis over the expected useful lives of the related assets.
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Critical accounting judgements and key sources of estimation uncertainty

Judpements and estimates are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances,

{a) Critical judgements in applying the company’s accounting policies

The company’s accounting policies provide scope for financial assets and liabihties to be
designated on inception into different categories in certam circumstances.

The determination of whether a security may be classitied as ‘loans and receivables’ [note
3(b)(iii)] or whether a security’s fair value may be classified as ‘Level [’ in the fair value
hierarchy [note 4(b)(i1) below] requires judgement as to whether a market 13 active.
Classification of financial mstruments also requires judgement as to whether all the relevant
criteria have been met — for example, in classifying financial assets as held-to-maturity, the
company has determined that it has both the positive intention and ability to hold the assets
until maturity date as required by accounting policy 3(c)(ii).

(b) Key sources of estimation ancertainty
(1)  Allowances for credit losses:

Assets accounted for at amortised cost are evaluated for impairment on a pre-
established basis.

The atlowance for impairment of loans receivable and debt secunties 1s determined by
evaluating those assets individually for impairment. This is done where there are
indicators of impairment and is based upon management’s best estimate of the present
value of the cash flows that are expected to be recetved. In estimating these cash flows,
management makes assumptions about the counterparty’s financial situation and the net
realisable value of any underlying collateral. Fach impaired asset is assessed on i1s
merits, and the workout strategy and estimate of cash flows considered recoverable are
independently approved by the Credit Risk function. There is inherent uncertamty
these estimates and assumptions.

(11)  Fair value of financial instruments

Fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date.

The company’s accounting policies and disclosures require the measurement of fair
valucs for financial asseis and habilities.

When measunng fuir value of an asset or liability, the company uses observable data as
far as possible. Fair values are categonzed into different levels in a three-level fair
value hierarchy based on the inputs used in the valuation techniques, as follows:
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4.  Critical accounting judgements and key sources of estimation uncertainty (cont’d)
(b) Key sources of eslimation unceriainly {cont’d)
(1iv} Residual value and expected vseful life of property and equipment:

The residual value and the expected useful life of an asset are estimated by
management on the basis of certain agsumptions. They are reviewed at least at each
reporting date, and if expectations differ from previous estimates, the change is
accounted for. ‘The useful life of an asset is defined in terms of the asset’s expected
utility to the company.

5.  Financal instrument risk management
(a) Overview

The company’s activities expose it to the following risks:
¢ Market risk

¢ Credit nsk

e Liquidity risk

e  Operational risk

Risk management framework

The Board of Dircctors has overall responsibility for the cstablishment and oversight of the
company’s risk management framework. The company’s overall risk management approach
focuses on the unpredictability of financial markets and seeks to minimise potential adverse
effects on the company’s financial performance through policies approved by its Board of
Directors and implemented by management.

The Board has established committees with responsibility for developing and monitoring the
company’s risk management policies in their specified areas. All Board commiltees report
regularly to the Board of Directors on their activities. The Board committees and their
activities are as follows:

(1) Investment, Finauce and lLoans Committee

This committee is responsible for monitoring market risks that affect the company’s
investment portfolio; approving credit requests above specified amounts; ensuring that
all credit facilities conform to slandards agreed by the Board: and approving the mix of
the company’s mvestment portfolio. The committee 15 also responsible for approving
credit write-offs, specific provisions against financial assets and the terms for any
renegotiating specific loans.
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5

Financial instrument risk management (cont’d)

(a)

(b)

Overview (cont’d)

Risk management framework (cont’d)

(if)

{11)

{iv)

Audit and Conduct Review Committee

The Audit and Conduct Review Committee is responsible for monitoring compliance
with the company’s risk management policies and procedures, and for reviewing the
adequacy of the risk management framework in relation to risks faced by the company.
This commitiee is assisted in these functions by Internal Audit. Internal Audit
undertakes both regular and ad Aoc reviews of risk management controls and
procedures, the results of which are reported to the Audit and Conduct Review
Cominittee.

Compensation Committee

‘The Compensation Committee aims o develop a disciplined and motivated stall
complement through the company’s human resource policies. The committee ensures
that staff is remunerated al competitive rates and that employees are properly trained to
perform their duties in such a manner as to reduce the risk of fraud and errors.

Enterprise Risk Management Committee
The Enterprise Risk Management Committee provides risk oversight to the operations of

DBJ through [requeni monitoring of the risk implementation policy and strategy,
determine the risk tolerance levels of the company and approve risk management reports.

Market risk

Market risk is the risk that changes in market prices, such as foreign currency, interest rate and
security prices, will affect the company’s income or the value of its holdings of financial
instruments. The objective of markel risk management is to manage and control market risk
exposures within acceptable parameters while optimising the retums. The overall responsibility
for market risk resides with the Investment. Finance and Loans Committee along with the
Enterprise Risk Management Committee. Market risk exposures are measured using
sensitivity analysis.

‘I'here has been no change in the nature of the company's exposure to market risk or the manner
in which it measures and manages the risk_
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Financial instrument risk management (cont'd)

(b)

Market risk (cont’d)

(i}

Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of changes in foreign exchange rates.

The company takes on exposure to address the effects of fluctuations in the prevailing
toreign currency exchange rates on its financial position and cash flows. The company
has special arrangements with Bank of Jamaica to facilitate the expeditious liquidation
of foreign liabilities.

The company is exposed 1o foreign currency risk on transactions that are denominated
in currencies other than the Jamaica dollar. The main currencies giving rise to this risk
are the US Dollar and the Luro.

At the reporting date, the foreign currency assets and liabilitics. by currency. were as
follows:

2014

US$ €

000 000
Cash and cash equivalents 1,629 -
Resale agreements 6,428 -
Investment securities 26,959 =
Mortgage loan receivable 21,260 -
L.oans, net of impairment losses 44 507 o
Total foreign currency assets 100,783 -
Short-term loans ( 45,576) { 64)
Long-term loans ( 58,257) { 795)
Other-liabilitics (1,600 =
Total foreign currency liabilities (105.433) (__8359)

Net foreign currency liabilities (__4,650) (__859)
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5.  Financial instrument risk management (cont’d)
{(b) Market risk (cont’d)

(i) Foreign currency risk (cont’d)

2013

USS €

000 ‘000
Cash and cash equivalents 1,995 -
Resale agreements 27,603 -
[avestment securities 27,223 -
Mortgage loan receivable 25,326 -
Loans, net of impairment losses 36,914 -
Total foreign currency assets 119.063 -
Short-term loans ( 23.823) ( 63
Long-term loans ( 89.685) ( 855)
(Other-liabilities (__1.430) -
Total loreign currency liabilities (114 938) (_918)
Net foretgn currency assets/(liabilities) 4,125 (_918)

Sensitivity to lorcign exchange rate movements:

A 1% (2013; 1%) strengthening or a 15% (2013: 10%) weakening of the Jamaica dollar
against the following currencies at the reporting date would 1mpact profit or loss and
equity for the year as indicated m the table below. The analysis assumes that all other
variables, in particular interest rates, remain constant. The analysis is performed on the

same basis as for 2013,

2014 2013
s Change in % Change m
currency Filceton  Tliecton currenuy Fileet on  Tiilect on
iale prodil ity rile boss ety
F000 ST L) L1000 SO0
Strengthenng of the Jamaica dolla
Cuttency:
snD | %4 Revaluation 5082 5,082 1% Revalualion 4.059 4,059
Furo 1% Revaluation 202 292 1% Revaluation (1371 (LLAT1)
Wekaning of the Jamaica dollar
{Isn | 3% Devaluativm (7H23%) (76,233) 10%% Devaluation (40,398) (A0 598)
Eure 15% Devaluation 119,376} (19.376) 10%% Devaluation 137006 13,706

This assumes that all other variables remain constant.
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5. Financial instrument risk management (cont’d)

(k) Market risk (cont’d)

{ii) Interest rate risk

Interest rate nisk 15 the risk that the fair value or future cash flows of a financial
instrument will fluctuate due to changes in market interest rates.

Variable rate instruments expose the company to a loss of future cash flow, while fixed
rate instruments expose the company fo loss in fair value. Inferest rate risk is managed
by holding primarily fixed rate financial instuments which form the majority of the
company’s financial assets.

I'he following tables summarise the company's exposure to interest rate risk. Included
in the table are the company’s assets and liabilit:cs at carrying amounts to arrive at the
company’s inlerest rale gap, categorised by the carlier of contractual re-pricing and
maturity dates.

Immediately
rate Within 3 Jmi2 lws Over 5 Non-Interest
sensitive Muonths Months Years Years Bearing Tatal
$° (M) F00n S{HH 5000 $000 S000 000
014
Assets

Cash and cash

cepavalents - TAlG = - R 842 A4 358
Resule agrecments 5310054 1083 - . - 216 723233
Invesiment seeundies - - - (67383 2279443 §1.437 2324622
Iterest in associated

companies - - - - 622242 302677 924919
Loans, net of

impairment losses - 1433.560 2537184 6633834 4243347 395,550 15263 495
Recovembles from

Giovemment of

Jamaica . - - - : HIR.307 B3R 367
Due from Credil

Enhancement

Facility Fund - - - - - 369,051 369051

Erployee benefit

asset ¢ 3 - . . 233450 233,450
(ther recervables s £, £ e ~ 2081738 3081738
Fotal Tinangal

imsels 231,034 LB3L0AY 2537080 00627090 7015532 47T A2M 23264233

Liabilities

Lowms payable - 464 928 3174534 4.027,822 5322424 1,343,780 14.433 488
Other ligbilities - - - - - 367312 367512
Total financal

liabililics - 464 Y28 3174534 427 822 53322424 811392 1L 8 o

Interest rate
sensitivity gap 531034 1.161.131 { 617350) 2594274 1.823,104 2,966,030 3468233
Cumulstive interest

sensilivity gap 530034 L697.065  LOT9.8IS 3670089 5502197 8468213 _—
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5. Finuncial instrument risk management (cont*d)
(b) Market risk {(cont’d)

(i) Interest rate risk (cont’d)

Immediately
rafe Wilhin 3 I 12 Ties Qver 5 Nun-Interest
sensitive Munths Munths Yeury Y uars Beuring Tolal
h L 5 My Suou S7000 $'000 ] $0
2013
Total pancial
HENETS 1,541 447 1,361,300 3267 852 5681188 5303219 1817395 22,167 R0l
Tota) Nnancial
liabuliies = 3 2ORT.I7Y 5431480 4876375 LS30M01 14,536,535

Interest rate
seasitivily gap 1,541,447 1.561.300 574,773 249,708 427544 3286494 7,641,206

Cumulative interest

sensitivity gap 1541 447 102,747 3677520 3927228 4354773 7641266

Sensitivity to interest rate MOVERtents

The following table indicates the sensitivity to interest rate movements at the reporting
date, in terms of the effect on the company's profit or loss and shareholders' equity.
The analysis assumes that all other variables, in particular, foreign currency rates,
remain constant. The analysis was performed on the same basis as for 2013.

2014 2013
JS interest rates Increase by 250 bps Increase by 250 bps
Decrease by 100 bps Decrease by 100 bps
Foreign currency Increase by 200 bps Increase by 200 bps
interest rates Decrease by 50 bps Decrease by 50 bps
Efleet on Effect on Effecton  Elfeet on
profit gquity loss equity
2014 2014 2013 2013
$°000 37000 $°000 57000

Change 10 basis points:
Increase in interest rates 140,096 137.743 (62 400) {62 406)
Decrease in interest rates ~ (_57,563)  (_55,097) 3,454 _3.454
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A, Financial instrument risk management (cont’d)

(c)

Credit risk

Credit risk is the nisk that one party to a financial instrument will fail to discharge an
obligation and cause the other party to incur a financial loss. The main financial assets giving
rise to credit risk are cash and cash equivalents, resale agreements, investment securities,
advances to associales. loans receivable, Government of Jamaica recoverables, due from
Credit Enhancement Facility Fund, and other receivables.

{i) Exposure to credit risk
Current credit exposure is the amount of loss that the company would suffer if all
counterparties to which the company was ¢xposed were to default at once, without
taking account of the value of any collateral held. This is represented substantially by

the carrying amount of financial assets shown in the statement of financial position.

There has been no change in the nature of the company’s exposure Lo credit risk or the
manner in which it measures and manages the risk.

(1) Maximum exposare to credit risk before collateral held or other credit
enfiancements

The maximum exposure to credit risk before taking account of collateral held and
other credit enhancements is as follows:

o Credit risk exposures relating to items recognised:

This exposure is the carrying amounts in the statement of financial position
of financial assets that are subject to credit risk.

s Credit risk exposures relating to items not recognised

Maximum exposure

2014 2013

$°000 $000
[Loan commitments 3.150.897 2223217
Guaraniecs 269 467 186,303

3420364 2,409,520

—
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5. Financial instrument risk management (cont’d)
{¢) Credit risk (cont’d)
(i) Exposure to credit risk (cont’d)
(3}  Credit quality of loans and other amounts receivable

Credit quality 1s measured and monitored after disbursement primarily by
the extent to which the debtor is current:

= |oans
2014 2013
£°000 $7000
Direct loans 5.681.613 5417 888
Financial and agricultural institutions loans _9.581.882 6,732,175
15,263.495 12,150,063
Neither past due nor impaired 14,759 747 11,448 311
Past due but not impaired:
1 to 3 months 145,487 187.265
3 to 6 months 32,022 [,719
6 to 12 months - 2,388
Qver 12 months 80,676 264,113
Past due and impaired 1,000,264 1,730,359
16,018,196 13,634,155
Less allowance for loan losses (_754.701) (_1.484.092)
15.263.495 12,150,063
»  Other amounts recetvable- contractual due dates:
2014 2013
$0 $'000
Neither past due nor impaired
Due from Government of Jamaica:
Note receivable 391271 472,065
Other 858,367 690.673
1.249.638 1,162,738
¢ Other amounts receivable- no contractual due dates:
2014 2013
§'000 $7000
No due date — deemed not impaired
Due from Government of Jamaica:
Privatisation 8,329 1,404
Other receivables 117,067 120,073

125,396 _ 121,477
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5. Financial instrument risk management (cont’d)
(¢} Credit risk (cont’d)
(i) Exposure to credit risk {cont’d)
(4) Renegotiated loans

The carrying amount, at the reporting date. of loans whose contractual
provisions have been renegotiated was $208,457,000 (2013: $325,534,000).

(ii) Management of credit risk

The company manages its credit risk primarily by review of the financial status of
¢ach counterparty, and structures the levels of credit risk it underiakes by placing
limits on the amount of risk accepted in relation to one borrower or group of
borrowers, and to geographical and industry segments. Such risks are monitored on a
revolving basis and are subject 10 an annual or more {requent review. The exposure to
any onc borrower, including banks and brokers/dealers, is restricted by limits
covering on and off-statement of financial position exposures. Actual exposures
against limits are monitored daily. Exposure 1o credit risk is managed through regular
analysis of the ability of borrowers and potential borrowers to meet interest payment
and principal repayment obligations, obtaining collateral and corporate and personal
guarantees, and by changing lending limits where appropriate.

Credit risk is managed for specific financial assets in ways that include the following:
(1) Cash and cash equivalents

Cash and cash equivalents are held in financial institutions which are licensed
and regulated and which management regards as strong, and in such a way that
there is no significant concentration. The strength of these financial
mstitutions and the level of concentration are continually reviewed by
management and the Investment, Finance and Loans Committee.

(2) Investment securities and resale agreements

The company limits its exposure to credit risk for these assets by investing only
with counterparties that have high credit ratings. Therefore, management’s
expectation of defaults by any counterparty is low.

The company has documented investment policies, which serve as a guide in
managing credit risk on investment securities and resale agreements. The
company’s exposure and the credit ratings of its counterparties are continually
monitored and the aggregate value of transactions concluded is spread amongst
approved counterparties.
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S, Financial instrument risk management (cont’d)

(¢) Credit risk {cont’d)

(ii)

(iii)

(iv})

(v)

Management of credit risk (cont’d)

Credit risk is managed for specific financial assets in ways that include the following
(continued):

(3y Amounts due from Government of Jamaica

Balances with Govermment of Jamaica are regarded as sovereign debt and risk
free investment by the regulators of licensed deposit taking and other financial
institutions. The defauit risk of Government of Jamaica is low and, therefore,
the company does not anticipate any default on the recovery of these balances.

{(4) Loans

The management of credit risk in respect of loans is executed by the
management of the company. The Investment, Finance and Loans Committee
of the Board of Directors is responsible for the oversight of the company’s
credit risk and the development of credit policies. There is a documented credit
policy in place, which guides the company’s credit process.

Impairment

Impaired financial assets are assets for which the company determines that it is
probable that it will be unable to collect all principal and interest due according to the
contractual terms. In assessing the impairment of loans receivable, the main
considerations are arrears of principal and interest for more than 90 days, known
difficulties in the cash flows of the counterparty, and failure to comply with the
original terms of the loan agreement.

Impairment allowances on individually assessed accounts are determined by an
evaluation of the incurred loss at the reporting date, on a case-by-case basis, and are
applied to all accounts. The assessment normally encompasses ¢ollateral held and
the anticipated receipts for that individual account.

Past due but net impaired loans

These are loans where coniractual interest or principal payments are past due but the
company believes that impairment i3 not appropriate based on the quality and value
of collateral held or other security available or the stage of collection of amounts
owed to the company.

Loans with renegotiated terms

Loans with renegotiated terms are loans that have been restructured due to
deterioration in the borrower’s financial position and where the company has made
concessions that it would not otherwise consider. Once the loan is restructured, it is
classified and monitored.
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5. Financial instrument risk management (cont’d)
{d) Liquidity risk

Liquidiry risk is the risk that an cnterprise will encounter difficulty in raising funds to meet
commitments associated with financial instruments. The maturities of assets and liabilities
and the ability to replace, at an acceptable cost, interest-bearing liabilities as they mature, are
important factors in assessing the liquidity of the company and its exposure to changes in
interest rates and cxchange rates.

The company’s approach to managing liquidity is to ensure, as far as possible, that it has
sufficient funding to meet its liabilities when due. A report comparing monthly projected
disbursements with expected inflows is maintained and monitored to achieve maximum
efficiency without incurming unacceptable losses.

The company’s investment securities are considered readily realisable as they are
Government securities. The company also has the ability to borrow in the short term at
reasonable interest rates to cover any shortfall that may arise from its operations.

Daily reporis covering the liquidity position of the company, including any exceptions, and
remedial action taken, are submitted regularly to the Managing Dircctor and detailed
investment schedules are presented monthly to the Investment, Finance and Loans Committee.

The company is not subject to any externally imposed liquidity limit.

The following lable presents the undiscounled contractual malurities of financial liabilities,
including interest payments, on the basis of their earliest possible contractual maturity.

No
Within 3 3tal2 1o Over 5 specific Total Carrying
Months Muooths Years Years maturity  cash flows  amount
$000 S M £ 00 S 000 S0 S0 S 00
2014
Liabilities
[Loans payable 629056 1638202 64356818 4376092 2011860 15115028 14433 488
Other liabihtes 71454 90953 165.569 - 35839 363815 367.512
700510 1729135 6622388 4375092 2047698 13478843 14.801.000
2013
Liahilitics
Loans payable* 715407  LOR4AS88 4990482 2795088  5874.614 15460,179  14,125.577
Other habilines 34218 107 000 258206 = 1,534 400958 400 958

79625 LIVLSES 5248688 2795088 5876148 15861137 14526535

*  The mierest cush ows are not mcluded as they were not readily avarlable

There was no change in the nature of the company’s liquidity risk or its approach to managing or
measuring the risk.
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o

Financial instrument risk management (cont’d)

(e)

Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide vancty of causes
associated with the company's processes, personnel, technology and infrastructure, and from
external factors other than credit, market and liquidity risks such as those arising from legal
and regulatory requirements and generally accepted standards of corporate behaviour.
Operational nisks arise from all of the cempany’s operations.

The company’s objective is to manage operational risk so as to balance the avoidance of
financial losses and damage Lo the company’s repulation with overall cosl effectiveness and
to avoid control procedures that restrict initiative and creativity.

The primary responsibility tor the development and implementation of controls to address
operational tisk is assigned to senior management within each business unit. This
responsibility is supporied by the development of overall standards for the management of
operational risk in the following areas:

. requiremnent for appropriale segregation of duties, including the independent
authorisation of transactions;

s requirement for the reconciliation and moniiering of transactions:

. compliance witl legal requirements;

. documentation of contrals angd procedures:

. requirement for the periodic assessment of operational risks faced, and the adequacy of
conirols and procedures to address the risks identified;

. requirement for the reporting of operational losses and proposed remedial actions;
. development of contingency plans;

(] risk mitigation, including insurance where this is effective.

Comptiance with the company’s standards is supported by a programme of periodic reviews
undertaken by internal audit. The results of internal audit reviews are discussed with the
management of the business unit to which they relate, with summaries submitted to the Audit
and Conduct Review Committee, which reports its findings to the Board of Directors.
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5. Financial instrument risk management (cont’d)
() Capital management

The company 15 not a regulated entity and, therefore, has no externally imposed capital
requirements. However, the company secks lo maintain a minimum capital to safeguard its
ability to continue as a going concern, so that it can continue to provide benefits to its
stakeholders and to maintain the capital base necessary to support the development of its
business. The company delines ils capilal base as share capital, capilal and other reserves and
retained eamnings. The Board’s determination of what constitutes a sound capital position is
informed by the mission of the company [note 1{b)] and the fact of its government
ownership. The Board’s policy is to maintain & balance between a sound capital position, the
shareholder’s demand for dividends. and the risks associated with borrowing to finance its
aclivities. The policies in respect of capilal management are reviewed [rom time to time by
the Board of Directors.

There were no changes in the company’s approach to capital management during the year.
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6. Fair value estimation {cont’d)

(b)y Measurement of fair values:

The definition of fair value and the basis of categorisation of fair values into different levels
in a three-tier hierarchy are sel out in note 4{b)(i1).

The following table shows the valuation methods used to measure Level 2 fair values as well

as any significant unobservable inputs nsed.

Financial assets

Government of Jamaica J$ securities
and Bank of Jamaica securities

Units in unit trust

Method

e Obtain bid vyield from yield curve
provided by a recognized pricing source
(which uses market-supplied indicalive
bids)

o Using this yield, determine price using
accepted formula

e Apply price to estimale fair value.

Prices of units ai reporiing date as quoted by
the Fund Managers.

There were no financial assets designated at Level 3. No f{inancial assets were transferred

from one level in the hierarchy to another.

7. Net interest income

2014 2013

$2000 $’000
Interest income
Cash and cash equivalents 12,065 18,046
Resale agreements 112,546 167,517
Invesiment securities 139.677 132,340
Advances (note 15) 16,111 13,879
Accretion of interest on non-interest-bearing note [note 21(a)] 19,623 -
Loans 898612 810,710
Total interest income 1,198,634 L. 142492

Interest expense
Long-term loans, being total interest expense

Net interest income

(_531.009)  (_477.074)
_667,625 _665418
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Other income

2014 2013
£000 $000
Administrative fees 17,668 39.682
Comunmitment fees 57,171 26,293
Gain on disposal of property and equipment 1,103 951
Rental income 89,142 77.858
Dividends - 5370
Foreign exchange gans 167,562 243.003
Collections m respect of loans previously written off 408,573 -
DB Venture Capital Conference - income 11,514 -
IDB Venture Capital Conference - expense ( 11,514) -
Appreciation i fair value of investment properties [note 14 (a)] 113,730 5,964
Miscellaneous 56,729 44,713
911,678 443,894
Staff costs and number of persons employed
2014 2013
$000 $7000
Salaries and wages 282,293 265,959
Performance incentive bonus 17.471 17.571
Statutory payroll contributions 18,552 [7.606
Pension credit - defined benefit plan [note 24(c)(vi}] i 4817) { 9.827)
Staff training 6,183 7,486
Staff welfare 1,071 1.417
Redundancy 6,546 -
Other 42.156 62.961
369,455 363,173
The number of persons employed at the end of the year was as follows:
2014 2013
No No.
Full - time 110 109
Temporary | ]
Contract L) 4]

o
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10,

11.

12.

Operating expenses

2014 2013
$'000 $°000
Amortisation (note 25) 1,533 751
Advertising and public relations 12,343 10,874
Asgistance to projects 5,828 22.487
Auditors’ remuneration 4 466 4 466
Depreciation (note 26) 41,643 30228
Directors’ fees 1,199 {1,105
Lepal fees 3916 1,218
Other professional fees 43399 15,907
Motor vehicle expenses 6,646 7.269
Occupancy costs — including insurance, ulilities and repairs. 113,135 116,803
Travelling 6,313 4,648
Discount on additional advances made to Harmonisation (see note 15) 23,870 -
Other 16,344 15.168
280,636 239 924
Cash and cash equivalents
2014 2013
51000 $°000
Cash 95 70
Demand and savings deposits 490,263 625.731
Fixed-term deposits - 4.536
490,358 630337
Interest recervable - 40
490358 630377

Cash and cash equivalents include interest-bearing balances totalling $7,.416,000 (2013: §7,221,000)
that are not available in the company’s day to day operations. These amounts are held with a financial
mstitution for the purpose of securing loans by that institution to employees of (he company.

Resale agreements

Resale apreements result i credit exposure in that the counterparty to the transaction may be
unable Lo fulfil its contractual obligations. Al Lhe reporting date, all agreements were collateralised
by Government of Jamaica securities.

Included in resale agreements is interest receivable of $2,115,000 (2013: $19.025,000).

The fair value of the collateral underlying the resale agreements was $610,740,000 (2013:
$590.292.000) at the reporting date.
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13. Investment securities

Remaining term to maturity

Within 3 Jie 12 lte5s Over § Carrying Carrying
Monihs Munths Years Yeurs vaiue value
$*now $*000 000 LRI 3000 $'000
2014 2013
Held to maturaty.
Ciovernment of Janamea —— - = S3R510 CA3RS10 YR, 145

Loans and receivables:
Preterence shares - - - - 800,904 859773
Preferred parinership equity

iterest - = - - — 1. 084 503

= . : 800,904 1.944.276

Available-Tor-sale
Unils in unit trust - - - - 4,671 4310
Govemment of Jamarca

bonds . _ . 79570 1667312 L746882 1499943
& 79,570 1,667 312 1,751,353 . 504,253
Interest weeeivable |8.741 4149 901

3,179,708 4,366,575

Allowmmee for impainment { 855086) {23306.773)

(a)

(b)

2324622 2035802
The movement on the allowance for impairment s as follows:

2014 2013
$°000 $°000

At beginning of year 2330,773 417,154
Charged to profit or loss for the year - 1.913.579
Investment securities previously provided for, now wrntten off (1.475.687) -

At end of year [note 18(c)] _855.086 2330773

National Debt Exchange

Government of Jamaica (“GQOJ”™) bonds includes $136,000,000 of Fixed Rate Accreting Noles
(“FRANs"). As part of the National Debt Exchange, GOJ mandated the company (and all other
state-owned/controlled entities that held GOJ issued notes) (“Old Notes™) to exchange those
Old Notes for new notes — FRANs - as at February 22, 2013 Old notes with a carrying amount
of $170,000,000 at that date were exchanged for FRANs with a fair valuc of $136,000,000,
resulting in a loss of $34,000,000 [see note 32(d)]. The terms of the FRANSs are as follows:

(i) A holder of Old Notes will be issued with J$80 of initial principal value of FRANs for
every J$100 of principal value of Old Notes.
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13.

14.

Investment securities (cont’d)

{b)

National Debt Exchange {cont’d)

(1)

{i11)

(v}

Interesl is payable semi-annually on February 15 and August 15 at a fized rate of 10%
p-a. on the accreted principal value with the first payment being made on August 15,
2013,

Accretion for the additional J$20 of principal value will commence m August 2015 as
follows:

o 0.5% of $100 every six months from August 15, 2015 until August 15, 2020;

s  Thereafter, 1.0% of $100 every six months until August 15, 2026; and

s Thereafter, | 5% of §100 every six months until August 15, 2027.

The FRANs may be redeemed by GOJ on any interest payment date afier August 15,
2020. (The value at which the FRAN could be redeemed is not included in the offer
document.)

Investment properties

(a)

Reconciliation of carrying amount

2014 2013

57000 $£°000
At beginning of year EYAR S| 315,207
Additions 13,332 -
Change in fair value (note 8) 113.730 5.964
At end of year 448233 321,171

Investiment property comprises:

2014 2013
$°000 $'000

Land at Drax Hall, St. Ann, held for capital appreciation 11,233 14,684
Rented residential property, Manor Park Apartment 12,000 12.000
Rented office complex, 2] Dominica Drive, Kingston 425000  294.487
Fair value of investment propertics 448233 321,171
Income earned from properties 41,683 38,343

Expenses incurred by properties (_10,695) (_10.695)
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14. Investment properties (cont’d)

{by Mecasurcment of fair valuc

(1)

Fair value hierarchy

The fair value of investment property was determined by external,
property valuers, Allison Pitter and Co.,

(Expressed in Jamaica dollars unless otherwise indicated)

independent

Chartered (Valuation) Surveyors, having

appropriate recognised professional qualifications and recent experience in the location
and category of the property bemg valued, as at December 31, 2013.

The fair value measurement for investment property of $448,233,000 has been
cateporised as a Level 3 fair value based on the inputs to the valuation technique used

|see Note 4{b)(i1}].

Valuation technique and significant unobservable inputs

The following table shows the vaiuation technique used in measunng the fair value of
investment property. as well as the significant unobservable inputs used.

Valuation technique

Investment Approach: This
valuation model discounts
the net cash flows to be
generated from the property
over its useful life, taking
into account expected rental
receipt, void periods and
letting delays.

Market Comparison
Approach: This valuation
model is an analysis of
comparable property sales
within the general locale. It
considers  variations  in
timing, size, age, facilities,
standard of finishes,
location etc. of similar
properties.

Significant
unohservable inputs

o Expected market
rental growth 3
1/2%.

s Void periods

(average 5% over
life ol investment).
e Rent used is guided
by existing rentals.
o Risk-adjusted
discount  rates
(9.75-11.5%)

e Sale price of
similar  properties
in the locale were
considered

Inter-relationship

between key
unobservable inputs
and fair value
measuremen|

The estimated fair value
would increase/(decrease)
if:

s expecied market
rental growth were
higher/(lower)

e void & rem [ree
periods were

shorter/(longer)

» the risk-adjusted
discount rate were
lower/( higher).

The estimated fair value

would increase/(decrease)

if:

e expected selling price
was higher/(lower)
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15. Interestin associated companies

Ordinary shares, af cost

Advances and related acerued interest receivable

Original amount of advances and accrued interest

[footnote

I{a) below]

Additional advances

Gross amount recetvable

Unaccreted

imputed interest [foothote 1(b) below]:

Original amount of discount
Dascount on additional advances (see note 10)
Total discount

Accretion in previous years
Accretion in current year (note 7)
Accretion to date

Unaccreted interest carned forward

Present

value of amount receivable

Shuare of profits
At beginning of year
Loss recognised during year

At end of year

Carrying value of interest in associated companics

Note 1{a)

Note I{b)

2014
5'000

250

971,443
68111

1,039,554

( 186,642)
(__23.870)
(_210512)

45,853

16,111
61.964

(__148.548)
891,257

71,925
(_ 38.263)

e

33.663

e e

924919

2013
$'000

230

869,546
101.897

971.443

(186,642)

(186.642)

31,974
13,879
45,853

(140,789)
830,904

110,701
(_38.776)

71,925
02,82

]

H

In 2009, the shareholders of Ilarmonisation Limited entered into a new agreement
between themselves to cease charging interest on their advances and 1o issue preference
shares to the existing shareholders in the ratio of their outstanding advances. Advances

are unsecured with no fixed repayment date,

At the reporting date, the preference

shares had not been issued. It 1§ expected that they will be issued when the Joint

Yenture and Members Agreements come nto force.

As the long-term recervable is non-interest-bearing, interest income has been imputed

in accordance with the requirements of [FRS.

Summary financial information on associated companies:

Assets
Liabilities

Revenue for the year

Loss for the

vear

2014
$7000

2.484,701

2,635,394

14,320
(__76,202)

2013
$'000

2.,505.375

2,579,166

12,697
(__79.342)
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16.

17.

(Expressed in Jamaica dollars unless otherwise indicated)

Direct loans
Remaining Term to Maturity

Within3 31012 ltos Over 5 Carrying Carrying

Months  Maonths Years Years value value

$°000 $°000 $7000 $'000 $'000 3000

2014 2013
Loans receivable 8554352 1076936 2690312 1402430 6017584 6230130
Interest receivable 418.730 478 565

0436314  6.708,695
Less impairment allowance
[note 18(a)] 754701y (1.474.243)

5681613 5,234,452

The loans bear interest at rates ranging [rom 4% - 13% (2013: 4% - 13%) per annum and repayment
terms range from three to twelve years - in some cases, subject to an initial moratorium on principal
repayment for a period not exceeding three years.

Loans to financial and agricultural institutions

(a) These represent balances outstanding on loans to financial institutions and People's Co-
operative Banks for on-lending to projects, and are secured.

Interest rate 2014 2013

Yo $'000 $'000
Loans to financial institutions 4% - 10% 8,312,849 3,542,890
Loans to People's Co-operative Banks 1% - 10% 1,264,028 1.192.343

9,376,877 6,735,233

Interest receivable from financial

institutions 4519 6,449
Interest receivable from People’s

Co-operative Banks 486 344

5,005 6,793

9,581,882 6,742,024

Less impairment losses on loans [note 18(a}] - { 9.849)

9,581,882 6,732,175
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17. Loans to financial and agricultural institutions (cont’d)

(b} Loans and interest receivable are repayable as follows:

Loans:

Financial institutions
People’s Co-opertive Banks

Interest reecivable:

Financial Institutions
People’s Co-operative Banks

Remaining Term to Maturity

Within 3 312 1to 5 OverS  Carrying Carrying
Muonths Months Years Years value value
$'000 51000 $°000 $'000 S*000 $'0060
2014 2013

41599] 1,.21(1381 3.341.796 3.341 680 8,312,848 5.542.850

201915 388.019 447 534 226,561 1,264 029 1.192.343

620,906 1,598 400 3789330 3568241 2576877 6735232

4519 6.449

486 343

5.005 6,792

Q58] 882 (732175

18. Allowance for impairment of direct loans and loans to financial and agricultural institutions

(a) Summary of impairment losses on loans

L.oans to direct borrowers (note | 6)
Loans to financial and agriculiural institutions [note 17(a)]

Specific allowance has been made for impairment losses.

2014 2013
$000 $7 (W
754,701 1474243

: 9,849
754,701 1,484,092

The aggregate amounl of non-performing loans on which interest was not being accrued
amounted to $1,533,278 mitlion (2013: $2,664.437).

(b}  The moyement in the allowance for impairment losses 15 as follows:

Allowance at beginning of year

[oans previously provided [or written-off during the year
Additions to allowance for doubtful debts

Allowance no longer required

At end of year [note 18(c)]

2014 2013
$7000 $'000
1,484,092 827,330
( 729391)  ( 357.935)

. 1,014,697
_ 754701 1.484,092
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18. Allowance for impairment of direct loans and loans to financial and agricultural institutions
(cont’d)

(¢) Summary ol allowance for impairment on loans and investment securities:

2014 2013

$000 $°000
Impairment on loans — per note | 8(b) 754,701 1.484.092
Impairment on investment securities - per note 13(a) 855.086 2.330.773
Total allowance for impairment 1,609,787 3,814,865

19.  Government of Jamaica Infrastructure Loan Programme

2014 2013

$000 $000
Loan amount 29 2,005
Interest recetvable 177431 181.431
177.460 183,436

Impairment provision (177431) -

) 183,436

The loans were to finance the establishment, development. [inancing, operation and maintenance of
public infrastructure.
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20. Due from Government of Jamaica - Privatisation

This balance represents amounts advanced by the company in the process of divesting assets on
behalf of the Government of Jamaica (“GQOJ™), net of the proceeds of the divestments.

Net Net
recoverable/ Amount Proceeds recoverable/
(payable) advanced collected (payable)
$°060 S*000 $000 $'000
2013 2014
Projects in progress 88,409 6,880 05,349
Projects completed (79,987) 45 - (79,942)
Others (_7.078) = - (_7.078)
_1.404 6.925 - _8.329

21. Due from Government of Jamaica — other

(a) Note recervable:

GOJ signed an agreement dated September 20, 2011 with the company under which GOJ
assumed certain loans owed to the company by three GOJ-owned sugar companies. GOJ
issued a non-interest bearing promissory note to the company in the amount of
J$1.004,168,000 repayable over a ten-year period commencing April |, 2011 and ending
March 31, 2021 in semi-annual instalments. The carrying amount is made up as follows:

2014 2013
$000 5000
Face value of 10-year interest-free note 1,004,168 1,004,168
Imputed interest (_345.056) (_345.056)
Fair value at date of issue 659,112 659,112
Principal portion repaid in instalments received to date (_267.841) (_187.047)
Carrying amount 391,271 472.065
{(b) Exchange losses on loans:
(i)  Caribbean Development Bank loans
[note 3(e}1v) and note 27 (xti1)]:
Unrealised 178,945 130.175
Realised 414,755 376.003
593,700 506,178
(ii) European [nvestment Bank [oans [notes 3(e)(iv)
and note 27(xiv}]:
Realised 153,192 144 069
(ii1) Other loans [note 3(e)iv}]:
Uinrealised 111,475 40426
858,367  _690.673
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22. (Credit Enhancement Facility Fund

The Credit Enhancemient Facility Fund (“the Fund™), which was established with ¢ffect from July
2009, is an arrangement between the Approved Financial Institutions ("AFT”) and the company,
which 13 aimed at providing partial collateral guarantees to AFls for loans to Small and Medium-sized
Enterprises (“SMEs”) which do not meet the full collateral requirements, and the Fund was set up as a
part of the arrangements. Losses arising from these guaranteed loans are shared between the company
and the AFls.

The company indemnifies the AFls for losses mcurred on loans made, with the indemnity maxinmised
at (1) $10 million or (2) 50 per cent of the value of the loan on regular SME hnes and up to 80 per
cent on SME Energy loans, whichever is lower, for each burrower. The company has transferred
3250 million from its investments and placed it in a Trust managed by a Board of Trustees.

Under the arrangements governing the Fund, its prolit or loss is 1o be accounted lor in the company
and any balance in the Fund is to be returned to the company on termunation of the facility.

The financial position and performance of the Fund during the year are detailed below:;

Financial position

2014 2013
3’000 5000
Assets:
Investments 250,000 250,000
Receivables 119,051 90,757
Total assets 369,051 340,757
Fund capital, reserve and liability:
Fund capital 250,000 250,000
Accumulated profit 115,828 86.529
Total fund capital and reserve [note 31(1)] 365,828 336,529
Payables 3,223 4228
Total fund capital, reserve and liability 369,051 340,757
2014 2013
$'000 $000
Financial performance
Income 29,299 7,651
Expenses® - -
Profit for the vear [note 31{f)] 29,299 7.651

*The costs of administering the CEF and the Fund are borne by the company and there were no other
expenses during the year.
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23. Other receivables

2014 2013
$ 000 3000
Prepayments 4,655 2,509
Staflf receivables (a) 74,750 78,463
Recoveries, net (b) 532.29i 532,291
Provision for recoveries (b) (532.291) {332.291)
Sundry 37.662 39.041
117.067 120.073

(a) The company has a policy whereby each staff member can borrow up to twice his/her annual
salary, subject to ability lo repay. The terms of the loans range from one year to seven years
and interest is charged at a rate of 5% per annum. All loans are fully secured.

Included in staff receivables are loans to senior managers amounting to S13.943,000 (2013:
$12.899,000) [note 33(d)].

{(by The amount due to the company in respect ol the non-performing loans transferred to NIBJ
Recoveries account is itnpaired; accordingly, il has been [ully provided for.

24. Employee benefit asset

(@) The company operated a defined-contribution pension scheme for the former employees of
National Development Bank of Jamaica [Limited; it was administered by an insurance company.
Bengtits to retired members were based on employee and employer contributions, bonuses and
interest credited. The assets of the sclieme were held independently of the company’s assets in
separate trustee-administered funds. Approval for the winding up of the scheme was received
from the Financial Services Commission in Jung 2012, and, following an actuarial valuation
done as at June 2012, all members entitled Lo benefits received them in the form of annuities
secured Lthrough an insurance company. Alter the distribution to members, a surplus of
approximately J$32 million remains and is to be paid to the employer.

(by  As a result of the merger of The National Investment Bank of Jamaica Limited (“NIBTJ") and
the company on September 1, 2006, the employees of NIBJ were transferred to the company
and became members of the Development Bank of Jamaica Pension Scheme. Permission was
sought from. and granted by. the FSC for the transfer of the plan assets and benefit obligations
of the NIBJ Scheme and the subsequent winding up of that Scheme, effective as of the merger
date. With effect from Janvary 1, 2013, the plan assets and benefit obligations were transferred
info the DBJ Pension Scheme [note 24(c){iii}&(iv)].
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24. Employee benefit asset (cont’d)

(c)

The company has a defined-benefit scheme, which is administered by Trustees appointed by
the company and by an employee-appointed trustee. The scheme, which is open to all full ime,
permanent cmployvees, is funded by emplover and employee contributions of 6.9% and 5% of
pensionable salaries, respectively. In addition, the employee may voluntarily contribute a
further 5% of pensionable salaries. The pensionable amount of annual pension on retirement at
normal retirement date shall be that pension equal to 2% of the member’s {inal pensionable
salary multiplied by his vears of pensionable service, plus such amount as may be determined
by the actuary Lo be the pension equivalent of any voluntary contnbutions, accumulated with
interest computed to the date of retirement, standing to the credit of the member on the date the
pension 1s to commence. The funding valuation of the scheme as at December 31, 2012 had a
past service surplus of $195,517.,000.

(1)

(i)

(iii)

The amounts recognised in the statement of financial position are as follows:

Present value of funded obligations
Fair value of plan assets

Asset recognised

Movement m the asset recognised in the statement of finangial position:

At beginning of year

Credit/(expense) recopnised 1n profit or loss and OCI

Contributions paid

Atend of year

Movement in present value of funded obligation:

At beginning of year

Interest cost

Current service cost

Voluntary contributions

Transfer from [ormer NIBJ Scheme [see nole 24(b}]

Benefits paid during the year

Re-measurement loss/(gain) on plan obligation
[note 24(c)(vii)]

At end of vear

2014 2013
$000 £000
(718,307) (564.695)
951,757 780.933
233.450 216,238
2014 2013
$000 $T000
216,238 251,639

3911 { 48.120)
13.301 12.719
233450 216238
2014 2013
$'000 $000
564,693 519,214
66,469 52,781
25083 23.319
7.064 6.516

90,821 -
( 38,184)  ( 35,959)
2.359 {  1.176}
718,307 564,695
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24. Employee benefit asset (cont’d)

{(c) (Coni’d)

(1v)

(v)

(vi)

Movement in fair value of pension plan assets:

At beginning of year

Interest income on plan assets

Contributions

Transfer from former NIBJ Scheme [see note 24({b}]
Benefits paid during ihe year

Re-measurement gain/f{loss) on plan assets |note 24{¢)(vii)|

Al end of year

Plan assets consist of the following:

Equities

Governmeni of Jamaica sccuritics
Resale agreements

Unitised investments

Bonds

Real estate

Net current assets

The amounts recognised in profit or loss, are as follows:

Current service cost
Interest on obligation
Interest income on plan assets

Total. included in statf costs (note 9}

Actual returmn on plan assets

2014 2013
$°000 $°000
780,933 770,853
86,732 76,710
30,003 28,452
90,821 -
(38.184)  (35959)

1.452 (59,123}
931,757 780,933
2014 2013
$000 $'000
155,532 92,880
499 461 485,419
55,947 61.401
21,542 19,756
114,915 77,639
62,802 32,000
41,538 11.838
951757  780.933
2014 2013
$*000 $°000
15,445 14,102
66,469 52,781
{86,732) (76.710)
(4817)  (9.827)
6.50% 9.62%
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Employee benefit asset (cont’d)

{c)

(Conut'd)

(vil) Actuarial (gains)/losses recognised in other comprehensive income comprises:

(viii)

Acruarial losses recognised in 2012 1n OC|
Actuanal losses recognised in 2013 in QCI

Actuarial losses recognised in current year's OCI

Re-measurement loss/{gain) on obligation | note 24(c){iii)]

Re-measurement (gain)/loss on assets [note 24(c)(1v}]

Total re-measurement loss included in OC1 current year

Total re-measurement loss included in OCL in prior year
and earlier vears

The principal actuarial assumptions used were as follows:

Discount rate

Future salary increases
Future pension increases
Remaining working lives

2014 2013
$2000 $'000
5.361 5,361
52 586 =%
57.947 5,361
506 52,586
58,853 37.94"
2.359 ({ 1,176)
(1.452) 59.123
906 57,947
2014 2013
9 50% 10.00%
6.50% 6.50%
2.00% 2.00%

14 years 12 vears

e Assumptions regarding future mortality are based on PA(90) tables for pensioners

with ages rated down by six years.

« The overall expected long-term rate of return of assets 1s 10%. The expected long-
term rate of return 1s determined by combmng (he real return on planned assets and

an assumed long-term rate of tlation.

The pension contributions expected to be paid inte the plan during the next financial year

1s estimated to be $30,003,000 (2013; $28.452.000).

Sensitivity analysis on projected benefit obligation:

The caleulation of the projected benefit asset is sensitive to the assumptions used. The
table below summarizes how the projected benefit asset measured at the end of the
reporting period would have increased/(decreased) as a result of a change in the
respeclive assumptions by one percentage point. In preparing the analyses for each

assumption, all others were held constant.
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24. Employee benefit asset (cont’d)

(c) (cont’d)
(x) Sensitivity analysis on projected benefit obligation {cont’d):

Pension asset
2014
$7000 $7000
1 % I %

increase  decrease

Discount rate 639,571 815,189
Fulure salary increases 746316 692 887
Future pension increases 781,577 051,924

This information is not available for 2013.
(x1} As mortality continues lo improve. eslimates of life expectancy are expected (0 increase.
The effect on the projected benefit and obligation of an increase of one year in the life

expectancy is approximately $33 million (2013: $24 million).

25. Intangible assets — computer software

2014 2013
5000 $7000
Cost:
At beginning of year 7,049 6,005
Additions 6,277 1.044
Al end of year 13,326 7.049
Amortisation:
At beginning of year 6,117 5,366
Charged during the year (note 10) 1,533 751
7,650 6,117
Net book values 5,677 932

Cl LA,
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26.

Property and equipment

Cost or valuation:
March 31,2012
Additions
Disposals
March 31. 2013
Additions
Increase on revaluation
Disposals

March 31,2014

Depreciation;
March 31, 2012
Charge for the yedr
Eliminated on disposals

March 31,2013
Charge for the year
Aliminated on disposals

March 31, 2014

Net book values:
March 31,2014

March 31, 2013
March 31,2012

(Expressed in Jamaica dollars unless otherwise indicated)

Frechold Furniture,
land, fixtures,
buildings plant and Computer Motor
and signs equipment eguipment vehicles Total
$°000 5000 $£’000 87000 $’000
663,725 197,801 27,784 37924 927234
322 9.194 4.043 6,095 19,654
- (_ 3.630) - (_1.746) (__ 5382)
664,047 203,359 31,827 42273 941,506
47 5413 12 849 5,047 23,356
61,590 - - - 01,590
- - - { 5,738) ( 5,738)
755684 208772 44,676 41.582 1.050.714
6l 498 101,423 21,803 30,068 214,792
10,229 22,789 2 401 3749 39228
- {_ 3.609) - (_1.746) (__ 5355)
71.727 120,603 24,264 32,071 248,663
10,212 23.460 4,009 3,962 41643
- = - ( 5738y  (_ 5.738)
81,939 144,063 28,273 30,295 284,370
673,745 64,709 16,403 11,287 760,145
592.320 82756 1,563 0202 692841
602,227 96 378 3,981 7,856 712,442

The company's frechold land and buildings, with a hustorical cost of $94,941,000 (2013:
$94,894 000), were last revalued 1n December 2013 at $717,908,000 on the basis of an open market
valuation, by independent prolessional valuers. The excess of valuation over the carrymg value of
frechold land and buildings of $91.590,000 has been credited to other comprehensive income
(included in revaluation reserve) [note 31{e)].

Included in property and equipment are furniture, fittings and equipment received from the

Government ol the Netherlands,

Financial Service Project [note 30(d)].

under the Hillside Fammers™ Support Project and (he Rural
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27.

(Expressed in Jamaica dollars unless otherwise indicated)

Loans payable (cont’d)

(a)

Govemmeni of Jamaica

In a letter dated January 31, 1985, the Govermment of Jamaica (“GOJ") agreed to bear the
exchange risk on loans negotiated and on-lent to the company by the Ministry of Finance and
Planning (“MOF&P”). The loans which are covered by the agreement were on-lent to the
company (and are repayable to the Government) m Jamaica dollars. Based on GOJ 2014/15
Budget and letter dated June 17, 2014, certain of the loans payabie to GOJ are to be offset
against certain amounts due to the company by GOJIL

(i) This represents funds received for lending via the People's Co-operative Banks to
establish a Biogas Programme.

(1) These loans represent the Government of Jamaica contribution to the company in
accordance with certain agreements. Regarding loan (a)(i1)(4), the International Bank
for Reconstruction and Development (IBRD) agreement recomumends that the
debt/equity ratio does not exceed four times its equity. At March 31, 2014, the
financial position of the company disclosed a ratio of 1.6:1 (20413: 1.8:1).

{inN) The Energy Credit Fund (ECF) is spousored jointly by the Government of Jamaica
(GOJ) and the United States Agency for International Development (USAID) and is
managed by the company. GOI’s contribution represents counterpart funds to those
provided by USAID for the ECF. Contributions te datc by the sponsors arc as follows:

2014 2013
$°000 $°000
Govemment of Jamaica 3.904 3.904
USAID funds on-lent by GOJ 1.109 i.109
Total financing for Energy Credit Fund 5.013 5.013

The Govemment’s contribution bears interest at a rate of 2% per annum for |0 years
which commenced in March 1984, and 3% therealter. 11 is repayable in twenty-one
equal semi-annual instalments and will be included in the debt off-set between the
company and the MOF&P [note 27(c)].

USAID’s contribution bears interest at 2% per annum for 10 years, which commenced
in January 1986, and 3% therealter, I 1s repayable i twenty-one equal semi-annual
instalments which should have commenced lanuary 1996. This amount will be
included in the debt off-set between the company and the MOF&P [note 27(c}].
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274

Loans payable (cont’d)

(a)

(b)

Government of Jamaica (cont’d)

(iv)

(v}

(vi)

(vii)

This 1s a loan from the Ministry of Agriculture (MOA) which was on-lent to the National
Peoples Cooperative Bank (NPCB) for on-lending at 1% to the Dairy Sector. The
company does not pay interest on the loan, and does not charge interest on the amount
on-lent.

This loan was made by the Ministry of Finance to NIBJ to facilitate investment in the
development of Jamaica’s South Coast through Ackendown Newtown Development
Company Limited (ANDCO), The loan bears interest at a rate of 6% per annum and is
to be repaid in 20 equal instalments on June 30 and December 31 ecach vear. The
current portion will be included in the debt otff-set by the company and the MOF&P.

This advances from the GOJ is interest free with no stated repayment date.

This loan was obtained from GOJ to be used for working capital purposes by the
Jamaica Citrus Growers Association Limited. The principal amount is to be repaid in
monthly instalments after a 3-month moratorium. The interest rate is fixed at 6%. No
interest is charged by the company on the amount on-lent.

(viii) This amount represents funds received from the GOJ for its Young Entrepreneurs

Programme, which is an initiative of the GOJ to provide training and funding for
school leavers at high and tertiary levels to develop small businesses. No interest is
charged by the compauy on the amounts on-lent.

Direct loans

(ix)

(x)

(x1)

This loan represents sums received under an agency agrecement between Micro
Investment Development Agency Limited (MIDA) and the company. The loan has no
fixed repayment date but is repaid based on collections from PC Banks. No interest is
charged by the company on the amount on-lent.

This represents funds borrowed by Government of Jamaica under the International
Bank for Reconstruction & Development (IBRD) US dollar Private Investment and
Export Development (PIED) Line of Credit and on-lent to the company for on-lending
10 private enterprises to support the development of export of goods and services. It
bears interest at the rate of 2.82% per annum and this amount will be settled as part of
the debt off-set by the company and the MOF&P.

This loan represents funds borrowed from QFID to on-lend to foreign-exchange-
eaming projects through Approved Financial Institutions. This loan is being repaid
semi-annually with final payment in June 2015. It bears interest at the rate of 6.3477%
per annum and is guaranteed by the Government of Jamaica.
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Loans payable (cont’d)

(b)

Dircet loans (cont’d)

(xi1) (1) This is a loan from Chma Development Bank, which is to be on-lent for projects
enhancing economic development. The loan is for 5 years with a moratorium of
one year on principal. repayment of which commenced October 19, 2010, and
bears interest at a rate of 6-month Libor plus 310 basis points.

(2) During 2011, a lurther loan of USS$5 mullion was drawn down and is repayable in
December 2014.  This loan bears interest at a rate of 6-month Libor plus 380
basis points,

(xiii) These loans, negotiated by the company. are denominated in United States dollars and
ar¢ repayable in 2020, The Government of Jamaica has undertaken to bear the
exchange risk associated with the CDB loans except for the 26 ORJ loans, the
exchange risk on which is borne by the company.

(xiv) This represents the balance of Euro 1,629,099 drawn down under an ECU 1.86 million
line of credit granted under a Financing Contract dated April 2. 1986, between the
company and the European Community. The loan bears interest at the rate of 1% per
annum, and is repayable in 60 semi-annual instalments, the first of which was due on
October 1. 1995. The loan is guaranteed by the Government of Jamaica |see note
31(d)1))-

{xv) Loan | s unsecured, bears interest at 10% per anmum and 1s repayable on demand.
Loan 1l 1s unsecured, bears interest at 8% per annum and is repayable on demand.
Loan Il is unsecured, bears interest at 8 75% per annum and is repayable on demand.
Loan IV is unsecured, bears interest at 10% per annum and is repayable on demand.

{xvi} This is the balance on a $600.000,000 special purpose loan from The Bank of Nova
Scotia Jamaica Limited. Ofthis:

(1)  An amount of $350,000,000 was for on-lending to Eligible Beneficiaries within the
Tourism sector. The loan was for seven years, inclusive of a one year moratorium
on principal from the date of the first advance. and was repayable by March 2014
The interest rate was 8% per annum. The loan was repaid during the year.

(2)  An amount of $250,000,000 was for on-lending to the Agricultural Sector through
the People’s Co-operative Banks to assist Small Farmers. The loan was for seven
years, inclusive of a one year moratorium on principal, from the date of the first
advance, and was repayable by March 2014, The interest rate was 7.625% per
annum. The loan was repaid during the year.
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27.

Loans payable {(cont’d)

ixvil)

(xviin)

(xix)

This represents the balance ol amounts dravwn down, together with interest capilalized,
from National TTousing Trust (NITT). The amount has been on-lent to sugar workers
for the development of three hundred and ninety live (395) housing benefiis under the
Sugar Housing Redundancy Programme. The loan has no fixed repayment date and,
with effect from February 28, 2007, interest is no longer charged thereon.

Under the terms af the loan agreement, NHT is to provide morgages to all purchasers
of lots who qualify [or leans in accordance with the requirements of NH'T, The loan
financing, together with interest accrued, is to be converted to mortgages to the extent
that the purchasers qualify.

NHT is also 10 purchase from the company, the lots not taken up by sugar workers.
The proceeds of the mortgages and the sale of lots to NIIT are to be applied to reduce
the loan amounts. Any amount of the loan remaining thereafier is to be converted to a
mortgage to be repaid by the company.

This amount represents the balance of amounts drawn down under a loan facility of
$225 million received from the National Insurance Fund (NIF) for on-lending to small
and medium enterprises (SME). The loan bears interest at a rate of 4% p.a., and is
repayable in June 2014,

(1)  This represents the balance of amounts drawn down under a USS loan from the
PetroCaribe Development Fund to provide financing to the productive scctor.
[nterest is payable semi-annually at a rate of 3% per annum. The loan matures in
December 2023,

(2) This represents the balance of amounts draw down under a loan from
PetroCaribe Development Fund, spectfic to the Information Communication and
Technology Sector (ICT) for the construction of IC'T/BPQ facilities. [t bears
interest of 2.5% over annum, paid quarterly over a 15 year period maturing in
2027 with three years moratorium on principal.

(3) This represents amounts drawn under a loan from PetroCaribe Development
Fund to provide financing to Small and Medium Enterprises (SME) and the
energy sector. Interest is payable semi-annually at a rate ot 4% per annoum. The
loan matures in December 2023.
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27. Loans payable (cont’d)

(xx)  This represents the J$ equivalent of the amount of US$1.916.,650, being the amount
drawn down up lo the reporting date out of a loan of US$4,600,000 from the
Govemnment of Jamaica, which on-lent money borrowed from the Intemational Bank
for Reconstruction and Development (“IBRD™) for the Energy Security and
Efficiency Enhancement Project being managed by the company. Under the terms of
the sub-loan:

- Interest is payable at the rate ol 6-month LIBOR plus a vanable spread
computed by TBRD, after a moratorium of one year from the date of
disbursement; and

o Principal is repayable in 49 instalments on March 15 and September |5,
commencing March 15, 2016 and ending March 15, 2040.

28. Other liabilities

2014 2013
£000 $°000
Due to related entities 271962 280328
Accrued charges 51,532 32,048
Statutory payroll liabilities 2.989 3.002
Other 41.029 65.580
367,512 400,958
29. Share capital and share premium
(a) Share capital:
Authorised:
1.757.539,000 (201 3: 1,757 539 000) ordinary shares at
no par value
2014 2013
$'000 $'000
Stated capital [note 29(b)]
Issued and fully paid:
757,539,000 (2013: 1.757,539,000) ordinary shares 1,757,539 1,757,539

Each ordinary share entitles ihe holder to the dividend per share declared from lime to lime
and to the right to attend and vole at meelings of members of the company.

All issued shares are held by or on behalf of the Government of Jamaica.
(b} Share premium:

In accordance with Scction 39(7) of the Jamaican Companites Act, 2004, share premium is not
included in the company’s stated capital [note 29(a)].
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30. Capital reserves

2014 2013
$'000 $1000
Funds for caprtal [see (a)] 1L,179.817 1,179,817
Government subvention {see (b)] 83,180 83,180
Sell-Supporting Farmers [Development Programme [see {c}] 15,941 15,941
Capital grants [see (d)] 862 958
Other capital reserves  NIBJ [see (e)] 139336 139336
Capital distnibution |note 32(¢)| (212619 (212619
1,206,517 1.206,613
{a) Funds for capital
This includes amounts totalling $450 million and $500 million received during the years ended
March 31, 1999 and March 31, 2009, respectively, from the Government of Jamaica through
the Capital Development Fund, as equity injections to finance the company’s lending
programmnes.
(b) Government subvention
This represents the Government of Jamaica contribution to the company, of funds received
from the Canadian International Development Agency.
{¢) Self-Supporting Farmers Development Programme

This represents the balance of amounts recovered by the company and capitalised as equity
under the terms of the agency agreement,

Under the terms of an Agency Agreement, dated 27 May 1982, beiween the company and the
Government of Jamaica in relation to the Self-Supporting Farmers Development Programme
(SSEDPY. it was agreed that

(1) All assets be transferred to the company.

(ii) The portfolio be analysed and administered by the company. Reasonable steps should be
taken to recover loans determined at that fime to be doubtful.

(i) All loan recovenes be utilised to assist in the capitalisation of the company and such
recoveries he employed in carrying out the functions of the company including the
granting of loans direct to farmers for agncultural purposes only.

The portfolic of SSFDP previously administered by the company was transferred to the
People's Co-operative Banks (PCB) i 1997 as a contribution to the equity of those banks. This
balance represents collections under the SSFDP porttolio prior to the portfolio being transferred

1o the PCB in 1997,
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30. Capital reserves (cont’d)

()

(e)

Capital grants

2014 2013

5000 $*000
At beginning of year 958 1,064
Less: Amortised during the year (_56) (_106)
At end of year 862 058

These represent the cost of furniture and equipment received from the Government of the
Netherlands, under the Hillside Farmers' Support Project and the Rural Financial Services
Project. The grants are being amortised over the life of the assets. These furniture and
equipment have been included in property and equipment (note 26).

Other capital reserves — NIBJ

This represents gain on the sale of investments and rights issuc, as well as capital prants,
transierred {rom NIBJ [nole 32(c)].

31. Other reserve

2014 2013

5000 $°000
Fair value reserve [see (a)] 79,224 140
General reserve — Equalisation Fund [see (b)] 957,597 957,596
Revenue reserve [see (c)] 2.539.391 2.339.39]
Special reserve [see (d)] 7,933 12,470
Revaluation reserve [see (e)] 641,853 550,262
Credit Enhancement Facility Fund reserve [see (D] 365 819 336,529
Technical assistance reserve [see (2)] 569,784 605,667
Employee benefit asset reserve [see (h)] ( 58833) (57947

(a)

5,102,757 4544,109

Fair value reserve

This represents unrealised gain in fair value of available-for-sale securities made up as
follows:

2014 2013
$°000 $7000
At begimning of year 140 51,298
Gain/(loss) for year 79.084 {( 51.158)

At end of year 79224 140
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31.

Other reserves (cont*d)

(h)

{c)

(d)

(v)

Ceneral reserve - Equalisation Fund

This reserve was esiablished (o absorb exchange losses on loans denominated in foreign
currency which were negotiated directly by the company. A minimum of 2(1% of profit for the
vear {after crediting exchange gains but belore crediting profits [rom other transfers) was
transferred to the reserve. No transfer was made during (he year as the loan to which the
reguirement for this transfer applies has been repaid.

Revenue reserve

This represents an accumulation of a minimum of 40% of profits (ransferred over Lhe years
(after other transfers) to this reserve.

The company transferred $250 million from this reserve to the Credit Enthancement Facility
Fund during 2010, which was used as start up capital for the Fund |notes 22 and 31(f)|.

Special reserve

Techunical Assistance Exchange Equalisation Total

2014 2013 2014 2013 2014 2013

$7000 5’000 $000 $000 $000 5000
Balance at beginning
of year 9347 27839 3123 3.123 12470 30,962
Transfers {rom retained

earnings (4.538) (18.492) - - (4.538) (18.492)

Balance at end of year 4,809 9347 3123 3,123 7,932 12470

(i) Technical assistance

The maintenance of this reserve was a requirement of a lending agreement between the
company and the European lnvesimeni Bank |note 27 (xiv)], which provided, during the
period of the lending agreement, for the annual transfer to a special reserve ot a portion of
the interest differential on loans funded from the loan proceeds. This loan has been
repaid, no further transfers are being made, and the reserve is being used on a
discretionary basis to provide technical assistance to entreprencurs who do not otherwise
qualify [or financial support [rom the company.

(ii) Exchange equalisation

The maintenance ol this reserve wis a requirement of a lending agreement between the
company and the European Investment Bank [note 27 (xiv)| which provided, during the
period of the lending agreement, for the annual transfer to the exchange equalisation
account of a portion of the interest differential on loans funded from the proceeds of the
loan received under the lending agreement. This loan has been repaid and no further
transfers are being made.

Revaluation reserve

This represents unrealised surplus on the revaluation of land and buildings.
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31. Other reserves (cont’d)

(N Credit Enhancement Facility Fund reserve

This represents funds transferred from revenue reserve [note 31(c)] to be used as start up capital
for the fund, plus accumulaied profit or loss from the fund (note 22), and is made up as follows:

2014 2013

$000 $*000
Fund capital 250,000 250.000
Accumulated profit transferred - at beginning of year 86,529 78878
~ for the year 29,299 7,651
- at end of year 115 828 86,329
Total of F'und 365,828 336,529

(g) Technical assistance reserve

This represents the transfer from retained earnings of an amount equivalent to the discounted
present value of the non-interest-beaning, 10-year note issued by GOJ consequent on its
assumption of the loans due {rom three GOJ-owned sugar companies and previously wrilten-off
by the company, as set out in note 21(a}). The Board of Directors has decided that, together with
certain funds from multilateral agencies, the cash received from GOJ under the note will be
used as seced funding to strengthen various institutions. This will be monitored by the
Institutional Strengthening and Research Division.

2014 2013

5000 $°000
Oniginal amount assumed by the GO)J 1,004,167 1,004,167

[mputed interest (345055 (_345.055)

Orniginal amount transferred from retained earnings 659,112 659,112
[nterest transferred from retained eamings - Previously 13,787 2,373
- During year 19.623 11,414
- To date 33.410 13,787
Gross accumulated resources at end of year 692,522 672.899
Utilised - Previously 67,232 7819
- During year 55,504 59413
- To date 122,736 67232
Net at end of year 569.786 605,667

(h) Employee benefit asset reserve

This represents the net present value of the employee benefit assets and obligations.
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32.

Dividends paid

2014 2013

$'000 $'000
Interim dividend paid [see (a)| 25,480 -
Interim dividend paid [see (b)] - 111.800
Interim dividend patd [see (¢)] - 212619
Special distribution [see (d)] - 34,000

25,480 358419
(a) Interim dividend of 1.45 cent per share paid on January 31, 2014 in respect of profits for the

(b)

(c)

(d)

year ended March 31, 2013.

$000
(i) Interim dividend of 0.05 cents per share paid on December 31,
2012 in respect of profits for year ended March 31, 2012. 81,500
(i} Interim dividend of 0.02 cents per share paid on March 28, 2013
in respect of profits for year ended March 31, 2012, 30,300
111,800

Interim dividend (being capital distribution), of 0.12 cents per share, paid on November 30,
2012. ‘This is the (further) distribution of a portion of the gain on disposal of investment
securities by NIBJ on October 31, 2007 which was included in the reserves of NIBJ at the time
of its acquisition by the company [notes 1(a)({ii) and 30(e)].

As indicated in note 13(b), one of the terms of the Fixed Rate Accreting Notes (FRANS)
received by the company in the National Debt Exchange, was that they would be issued with
JSRO for every JS100 of Old Notes. In accordance with 1AS 39, Financial Instrimnents:
Recognition and Measurement, Lhis exchange was accounted for as a disposal of the Old Notes
and acquisition, at their fair value, of the FRANs. The effect of this was a loss of J$34,000,000
[see note 13(b)].

As permitted by IAS 1, Presentation of Financial Statements, the mandatory exchange of the
notes at a loss was accounted [or as “a (ransaction with owners in their capacily as owners’.
Accordingly, the loss arising on this transaction was recognised directly in equity in the nature
of a distribution.
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33. Related party transactions and balances

(a)

(b)

Definition of related party
A related party is a person or entity that is related to the company.

(1) A person or a close member of that person’s family 1s related to the company if that
person:

(1) bas control or joint control over the company;
(2)  has significant influence over ithe company; or

(3) is a member of the key management personne! of the company or of a parent of
the company.

(1) An entity is related to the company if any of the following conditions applies:

(1) the entity and the company are members of the same group (which means that
each parent, subsidiary and fellow subsidiary 1s related to the others);

(2) one enlily is an associales or jomt venture ol the other entity {or an associate of
joint venture of a member of a group of which the other entity is member);

(3) both entities are joint venture of the same third party;

(4) one entity 1s a joint venture of a third entity and the other entity or an associate
of third entily;

(5) the entity is a post-employment benefit plan for the benefit of employees of
either the company or an entity related to the company;

(6) the entity is controlled or jointly controlled by a person identified in (i) and:
(7) a person identified in (1)(1)} has significant infiuence over the entity or is a
member of the key management personnel of the entity (or of a parent entity).
A povernment related entity is an entity that is controlled, jointly controlied or significantly
influenced by a government.

A related party transaction is a transfer of resources, services or obligations between the
company and a related party. regardless of’ whether a price 1s charged.

Related party transactions

The following iransactions were carned out with povermment related entities and
associated companies:

2014 2013
$'000 $'000
(1)  Other income:

Other income - rental: Government related entilies 68,469 69,100
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33. Related party transactiens and balances (cont’d)
(b) Related party transactions (cont’d}

(1) Other expenses:

Admmisirative fees - Government related entities

(c) Key management personnel compensation

2014
$°000

16,868

2013
§7000

38,721

Key management persomnel comprise those persons having authority and responsibility for
planmng, directing and controlling the activities of the company, directly or indirectly,
including the Directors and the members of the semior or executive management of the

company.

Salaries and other short-term employee benefits

Statutory payroll contributions
Pension benefits

Directors’ emoluments:
Fees
Management remuneration
(included above) - Current year
- Prior year
Redundancy

(d) Related party balances

{i) Receivable from related parties:

(1) Loans:
Government related entities
Associated companies

(2) Interest recervable:
Government related entities
Associated companies

(3) Staff loans recervable [note 23(a)]

2014 2013
$7000 $'000
82311 88,219

4,955 5,137
2,716 2.662
89 982 06,018
1,198 1,105
14,313 14,526
5 3,467
6.546 :
2014 2013
$°000 $*000
717.703 649244
« 181,431
319,918 319.918
_13.943 12,899
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Commitments

(@) As at March 31, 2014, there were outstanding commitments to disburse loans totalling
approximately J$1,189 million and US$18 million (2013: J$1.500 million and US$135 million).

(b) The company had capital commitments, in respect of projects being undertaken. totalling
approximately $213.2 nullion (2013: $254.2 million).

(¢} As lessee, the company has lease commitments under a non-cancellable 99 vear operating
lease for which Lhe [uture minimum lease payments were, in relation to the reporting date, as

follows:
2014 2013
$000 $*000
Not later than one year 288 288
Later than one year and not later than five years 1,152 1,152
Later than five years (Fighty eight years - 2021 ta 2101) 23904 25920
25344 27 360
Contingencies

The company is subject to various claims, disputes and legal proceedings in the ordinary course of
business. Provision 1s made for such matters when, in the opinion of management and its legal
advisors, (1) it is probable that a payment will be made by the company. and (2) the amount ¢an be
reasonably estimated.

The company has not provided for those claims against it in respect of which management and legal
counsel are of the opinion that they are without merit, can be successfully defended. or will not result
in material exposure to its financial position.

The significant claims are listed below:

(a) An action seeking damages for negligence and/or breach of contract has been brought against
the company and others.

In 1996, National Development Bank of Jamaica Limited (NDB) [see note [{a)1)] had agreed
to on-lend, through a Commercial Bank, the sum of USS600,000 to the plaintiff. This sum was
never disbursed because the company contends that the plaintiff failed to satisfy the conditions
precedent for the disbursement of the said loan.

The plaintiff 1s now contending that the failure to disburse the sum was in breach of contract
and/or negligence and consequently the plaintiff has suffered loss and damage which exceeds
USS8600,000. Judgement was handed down in favour of NDB; the plamntiff filed an appeal on
the 12" November 2012 against the judgement. However, since filing the Notice and Grounds
of Appeal. no further steps have been laken. Management is confident in its defense but,
should it be unsuccessful, it would not materially aftect the company’s financial condition. No
provision has been made in these financial statements for this claim.
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35.

36.

Cantingencies (cont’d)

(b)

{c)

A suit was brought against the company and the other defendants alleging breaches to the terms
of a lease agreement cnfered into between the plaintiff and the Commussioner of Lands. The
plaintiff is secking to enforce an option to purchase the Ieased property and claims damages of
an unspeceified amount for negligence. The company has filed a defonce denying liability and,
in the view of management and 1its legal counsel, it has a reasonable prospect of successfully
defending the claim. There is a pending application by the Attomey General of Jamaica to file
its defence out of tme. The application is pending settlement discussions between the partics
involved. No provision has been made in these financial statcments for this claim.

A suil was brought against the company to set aside the sale of property and claiming damages
for the alleged sale at an undervalue and/ or the difference between the sale price and the true
market value of property plus interest & costs. The claimant subsequently amended its fixed
date claim form to seek declarations that the proposed sale was fraudulent and a violation of the
company ‘s obligations as a trustec. The first hearing was beld on May 26, 2014 and the matter
was referred to mediation. The property has not yet been sold so the company has no current
exposure, and, accordingly, no provision for this claim in these financial statements.

Prior year adjustment

The company adopted the 2011 amendment to |AS 1Y, Employee Benefits, which is effective for
annual reporting periods beginning on or afier January 1, 2013, The adoption of this amendment
removed the corridor method for recognising actuarial gains and losses. All actuarial gains and
logses are now recognised immediately in other comprehensive income.

The change in accounting policy was applied retrospectively.  The effects of the adjustments are
detailed below:

Pension Other Retained
assct reserve carnings
5000 5000 S'000
Balances at March 31, 2012:
As previously reported 202,614 5,112,054 2,257,814
Effect of remeasurement of pension
asset (_10975) ( 5.361) { 5614
As restated 251.639 5,106,693 2,252,200
Balances at March 31, 2013:
As previously reported 273,886 5,002,056 { 355,175)
Effect of remeasurement of pension assct { 57.648) (57947 ( 10.676)
As restated 216,238 (4.944,109) (_365851)
Effect on total comprehensive income for
yvear ended March 31, 2013:
As previously reported ( 51,158)
Prior year adjustment (sce below) (_52.586)
As restated (103,744
Effect on profit for year ended March 31, 2013:
Increase in staff costs 5,062
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36. Prior year adjustment (cont’d)

LEffect on other comprehensive income for
year ended March 31, 2013:
Actuanal loss recognised in other cornprehensive mcome (52,5806)

Increase in other comprehensive income (52,586}

Effect on total comprehensive income for
year ended March 31, 2013:
Decrease in profit
Decrease in other comprehensive income 5

—_—
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