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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
solutions in keeping with
Government policy.

“(By 2025) DBJ is recognized
as Latin America and the
Caribbean's foremost
development finance .
institution that drives private e Integrity

sector development and e Accountability q :

e Professionalism

contributes to broad-based, .
¢ |nnovation

inclusive economic growth
in Jamaica.”
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BACKGROUND

The Development Bank of Jamaica is a wholly owned Government company created
in 2000 as a result of mergers with other development-related institutions that
included the Agricultural Credit Bank of Jamaica, the National Development Bank of
Jamaica and, in 2006, the National Investment Bank of Jamaica.

The DBJ provides, to all levels of Jamaican entrepreneurs, a range of services that
includes:

Access to low-cost financing (available through its network of Approved
Financial Institutions and Micro Finance Institutions)

A partial loan guarantee

Renewable energy solutions

Technical assistance and capacity development solutions

Private equity and venture capital support; and

Opportunities to broaden the entrepreneurship and ownership base of the
country via privatisation services and public-private partnership options

The DBJ facilitates economic growth and development across all sectors and includes
all Jamaicans, regardless of socio-economic strata, in its quest to meet the Vision
2030 goal of making Jamaica “the place of choice to live, work, raise families and do
business.”
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DBJ aspires for a greater role in
development finance!

Facilitating Private Sector Investments

The DBJ's commitment to provide opportunities which will increase private
sector investments in Jamaica was the primary theme for the 2017/18
Financial Year. The main areas of focus to achieve our major targets included:

(i) Developing the MSME Ecosystem
(ii) Investing in Strategic Sectors; and
(iii) Increasing divestments and public-private partnerships.

These areas allowed the Bank to focus on micro, small and medium-sized
enterprises (MSME) and the expansion of businesses operating in the
strategic sectors that are identified by the Government as necessary for
economicdevelopmentand growth.
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The DBJ's ability to achieve its objectives was measured by eight major targets,
of which seven were surpassed:

The Bank did not meet its target for cost savings of J$500 million from Public-
Private Partnerships and Privatisation. Instead, the figure realised was JS175M.

The DBJ remains committed to increasing private sector investments and
developing MSMEs as engines of growth for Jamaica. Our activities have
increased (i) MSMEs' investments in expanding their businesses; (ii)
investments made by the private sector in infrastructure projects; and (iii)
supportfor new businesses and (iv) capacity building for MSMEs.

Economic Overview
Contextualizing the DBJ's performance
is very important in understanding the
Bank's performance. Many events and
shocks have occurred, both positive
and negative in the local and global
spheres that help to put the DBIJ's
performance and the Jamaican
economy's performance in context.

Global Growth

Global growth in 2017 was 3.1% and
there is a similar forecast for 2018.
Main issues affecting global growth
were tightening financial conditions,
protectionism, and political strife.

Global stock markets boomed in 2017
fueled by growth in developed nations
and President Donald Trump's plan to
cut US corporate tax rates which are
expected to boost company profits
and shareholderreturns. Additionally,
the British Pound staged a Brexit
recovery, rising by about 10% in 2017
and the Eurozone also started
mending in 2017 stabilizing despite
expectations that the European Union
would succumb to populist politics.

Jamaica's stock markets in 2017
mirrored the performance of global
stock markets for the same period with
the Jamaica Stock Exchange's (JSE)
main index ranking among the top 10
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The Atkins Farm, contracted to supply poultry to Jamaica Broilers, received a DBJ loan through Sagicor Bank in December 2017 for the purchase of
equipment and construction of two tunnel-ventilated poultry houses. This expansion allowed the Howell's Content, Clarendon-based company to

create two new jobs, increasing its employment to five persons.

capital markets in the world with an increase in equity capital of 28% and the
JamaicaJunior Stock Exchange's (JISE) value increasing by 76%.

The performance of these indices demonstrated business growth and improved
business confidence in the private capital markets.

Oil Prices

Oil prices bubbled up in 2017, recovering sharply from its previous slump. This
recovery was fueled mostly by increased demand from China. OPEC also limited
supply in order to maintain price increases. Itis speculated that US shale oil may
become economical to produce once again which may cause overall oil prices to
fallin the future.

As a major imported commodity, the
increase in global oil prices negatively
affected Jamaica's trade balance
affecting GDP growth.

Jamaican Market

Performance

Jamaica continues to be an upper
middle income country that struggles
with low growth, high public debt and
external shocks which weaken its
economy. By the end of 2017, public
and publicly guaranteed debt fell to
115% of GDP. Exacerbating Jamaica's
vulnerability, Jamaica's GDP grew by
approximately 0.5% in 2017, falling
from 1.4% in 2016. This represents the
fifth consecutive year of positive GDP
growth in Jamaica which was
facilitated by increased external and
internal demand, improved
macroeconomic stability (as reflected
in moderate inflation, reduced interest
rates and greater predictability in
exchange rate movements).
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Total employment grew by 2.3% in 2017. Unemployment fell to 10.4% in
October 2017 while youth unemployment fell by 7% to 25.4% (lowest since
2007).

This indicates that there has been progress in maintaining macroeconomic
stability.

Inflation & Exchange Rates

Both inflation and exchange rate increased in 2017 to 5.2% and $128.4,
respectively.

Major Agreements

During the 2017/18 Financial Year, Jamaica demonstrated its commitment to
the three-year Precautionary Standby Agreement (PSBA) agreement with the
International Monetary Fund (IMF) valued at US$1.64 million.

Under the PSBA, Jamaica met all the fiscal and monetary indicators for the
period ended March 2018, specifically tax revenues, non-borrowed reserves
andinflation —demonstrating improving fiscal management by the Government
of Jamaica. After the second review in October 2017, the IMF announced that
the programme was on track and “macroeconomic stability is entrenched with
stronger fiscal and external positions, subdued inflation and employment at
historic highs.”

Jamaica's Credit Rating

The country's debt reduction and the stabilization of the economy have
contributed to an improvement in the country's credit rating positive reviews
from major agencies:

Jamaica's credit rating along with
DBJ's performance and credit rating
have allowed the Bank to become an
attractive partner to our International
Development Partners (IDPs) when
considering the expansion of the
Bank's activities.

Policy Developments

The Bank of Jamaica (BOJ)
implemented several changes in 2017
which had some impact on the
operations of the DBJ. These included
Cash Reserve Requirement on foreign
currency denominated liabilities, the
introduction of a Foreign Exchange
Intervention and Trading Tool (B-
FXITT) to support greater two-way
movement of the exchange rate and to
foster development, transparency and
predictability of the market.
In Parliament, the MSME and
Entrepreneurship draft policy was
tabled as a Green Paper in November
2017, while other relevant acts that
were modified or passed in 2017
included:

The BOJ Act

The Company Act

Special Economic Zone Act;

and

Public Debt Management Act

The Government-appointed Economic
Growth Council (EGC) continues to
perform as an advisory agency, to
facilitate the removal of obstacles to
the growth of the Jamaican economy.
The EGC worked alongside the DBJ to
execute the Bank's critical role in
driving growth in two of the eight
initiatives under the Government's
Growth Agenda by improving the local
business community to attract capital
as well as better utilize GOJ assets.
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DBJ's 2017/18 Performance

Itis against the background of the international activities and the performance of the Jamaican economy in 2017/18 that the
DBJ created policies to assist Jamaican entrepreneurs and the business community in growing the national economy.

> DBJ is financially strong

The DBJ experienced a financially successful year with a recorded net profit of 1,245.2 million exceeding the 2017/18
Financial Year's target by $900 million which was 195.0% above net profitin the previous year.

The company's asset base of $31,925.9 million and shareholder's equity of $11,162.8 million increased by 10.2% and
10.1% respectively above what was recorded during the previous Financial Year 2016/17.

The DBJ's strong Asset and Equity bases will enable the Bank to attract additional funding and successfully undertake its
mandate of assisting in the economic development of the Jamaican economy.

» Providing appropriate financing solutions to the MSME Sector

An estimated 90 per cent of all Jamaican business enterprises are defined as MSMEs which contribute greatly to the
country's social and economicinfrastructure.

Inthe period under review, the DBJ facilitated the approval of 12,570 MSME loans with a value of $4,873 million through
its intermediaries for MSME sub-borrowers. Approximately 30% of the value of loans approved by the DBJ, totaling
$1,448 million, was made to micro businesses.

Over the past three years, the DBJ has increased the value of loans provided to MSMEs, demonstrating an increase in
accessto financing afforded to MSMEs through our Approved Financial Institutions (AFls).
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A common challenge facing MSMEs as they seek to access credit from financial
institutions is their limited access to collateral, which oftentimes do not meet
the requirements posed by our AFIs. The DBJ's Credit Enhancement Facility
(CEF), closed this gap by providing collateral guarantees for MSMEs with sound
business models.

Since the programme's inception in 2009, guarantees in the amount of $1,900
million have been made to 435 MSMEs. These collateral guarantees have
enabled the private sector to invest over $4,539 million in upgrades, expansion
and new equipment leading to greater production. During the 2017/18
Financial Year, CEF guarantees supported $1,768 millionin loans, a 49% increase
overtheloans supported by guaranteesin 2016/17.

New Era Fencing Limited has been involved in
the construction and installation of fences,
general construction and building maintenance
services since 1999. The Kingston-based
company received a DBJ loan through First
Global Bank in October 2017 to acquire
equipment and provide working capital which
allowed expansion of its operations, improved
efficiency and the creation of new jobs leading
to a total 37 employees.

y_ 4

Another challenge affecting MSMEs' access to capital is the entrepreneurs' ability to effectively manage their businesses and
expandinto new markets.

The 2017/18 Financial Year marked the third year of the implementation of the Voucher for Technical Assistance (VTA)
programme. It was also the period in which there was tremendous growth in the demand for business development services,
facilitated through the creation of a web platform, increasing MSMEs access to the subsided business services offered by the
programme.

In order to expand the development of MSMEs, businesses in their early and growth stages require support such as
acceleration and incubator programmes which were provided through our IGNITE programme and other MSME
developmentinitiatives through partnerships with trade associations and private sector groups.
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Along the business life cycle, businesses in the early stage
require financing as well as market linkages to scale their
operations locally and globally. Private equity financing is a
growing source of financing for businesses in Jamaica with
more businesses gaining access to equity funds. Private
Equity Funds as well as the new Private Credit Fund have
made 12 investments, totaling US$43 million in Jamaican
businesses.

> Investments in Business Process
Outsourcing (BPO) Industry

During the 2017/18 Financial Year, the Bank continued
to lend directly to companies operating in the BPO
industry, to establish new facilities as well as expand
existing ones. The industry has the potential to create
over 100,000 jobs and therefore play a significant role
in providing opportunities for the unemployed or
underemployed. The DBJ provided a total of US$71
million in financing to 14 BPO projects islandwide, up
from USS$64.8 million made to 12 projects in the
previous financial year.

In addition to the increased value of funds provided
directly to the private sector by DBJ, there was an
increase in the appetite of private financial markets for
these investments. Our Approved Financial Institutions
(AFls) began to fund businesses involved in the BPO
industry, a business model which had found it difficult
to attract fundinginthe past.

» Unlocking value for Government of
Jamaica assets

The Bank succeeded in facilitating J$17.5 billion in
investments and provide J$175 million of savings to the
Government, through the Private-Public Partnership
and Privatisation (P4) Programme . Accelerating the
pace of the programme's execution is critical to
increasing the value to be received by the Government,
was one of the key areas of focus during the 2017/18
Financial Year.

The Bank is currently executing 15 transactions which
are at various stages of the P4 project development
process.

Corporate Governance, Risk
Management and Compliance

The Bank believes that strong corporate governance is
imperative to achieving its mandate. The DBIJ's
customized Integrated Enterprise Risk Management
Framework has facilitated a structured and disciplined
approach towards managing risk which is applied to all
categories of risks across functional, structural and
departmental silos including strategic, credit, market,
liquidity, operational and reputational risks. The DB)J
manages compliance with prudential regulations and
standards, and other local and international regulatory
requirements.

» The DBJ's Credit Rating is reaffirmed

Caribbean Information and Credit Rating Services
Limited (CariCRIS) reaffirmed its Corporate Credit
ratings of CariBBB+ (Foreign Currency Rating) and
CariA- (Local Currency Rating) on the regional rating
scale and jmAA on the Jamaica national scale for the
DBJ with a stable outlook.

> The DBJ's Strategy for 2018/19 and

beyond

The DBJ will continue to focus on the three strategic
pillarsin order to fulfill our mandate:

The DBJ understands that these are policies which
affect the business environment and which will
improve MSME business performance, increase
private sector involvement in expanding strategic

sectors and increase savings for the Government.
[ |
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DBJ FINANCIAL HIGHLIGHTS

COMPARATIVE FINANCIAL SUMMARY (J$M)

Year Ended

31-Mar 2018 2017 2015 2014 2013 | 2012 2011

Total Income 2,882.8 | 1,939 | 1,671.8| 2,342.4| 2,110.3| 1,586.40 | 2,740.60 | 4,413.20 | 4,175.50
r:ctg:‘::te’e“ 1,384.8 | 1,321.8| 1,294.9| 1,255.5| 1,198.6| 1,142.50| 1,764.80 | 3,688.50 | 3,792.90
Total Interest 624.6 570.4 524.9 494.3 531.0 477.1| 1,053.50 | 2,889.50 | 2,992.20
Expense

:\:‘22:‘“:““/ Other | 14980 | 613.1 376.8| 1,086.9| 9117 4439| 975.8| 7247 3826
Non-Interest 983.8 926.2 779.3 724.9 650.1 603.1* 567.3 805.8 705.3
Expense

Net Profit Before 12452 | 5710 3719 | 1,1082| 9292 506.2 | 1,119.90 | 1,002.60 604.3
Impairment Loss

Impairment Loss 0.0 149.3 16.5 0.0| (177.4)| (2,928.30) | (407.50) | (279.10)| (287.90)
f/:‘;srs)/ Profit for 1,2452 | 4217 355.4 | 1,108.2 742.8 | (2,453.2) 691.7 723.5 316.4
Total Assets 31,925.9 | 28,966.7 | 27,122.6 | 24,407.9 | 23,269.2 | 22,167.8 | 22,624.4 | 48,928.0| 49,686.2
Total Equity 11,167.8 | 10,135.4 | 9,817.1| 9,616.1| 8,468.2| 7,6413| 10,6346| 9,9787| 9,536.1
Loans Payable 19,925.8 | 18,065.6 | 17,305.5 | 14,294.5 | 14,433.5 | 14,125.6 | 11,4912 | 38,597.9| 39,8515
gﬁft‘;z:om" 19,4215 | 17,801.3 | 17,317.8 | 16,729.2 | 15,263.5 | 11,966.7 | 11,9482 | 9,060.9| 12,239.9

The DBJ's financial performance for 2017/18 represents
another successful year for the organization. The Bank's
statement of financial position has remained healthy with
total assets of $31,925.9 million, an equity base of
$11,167.8 million and net profit of $1,245.2 million. These
results were driven by strategic management of the Bank's
mandate, expert liquidity management, pro-active and
effective management of risk. The DBJ's strong asset and
equity bases enabled it to play a pivotal role in the
development of the national economy.

Income

DBJ's Total Income of $2,882.8 million for the period under
review represents an increase of 48.9% or $947.9 million
above the previous financial year's figure.

The increase in income was mainly due to a Cabinet
Decision dated 19th March 2018 to write off loans with a

value of $424.9 million plus interest of $634.6 million
outstanding. These loans are statute-barred since they are
outstanding before 2002 in the books of the Jamaica
Development Bank (JDB), a Government company formed
in 1971 which provided retail lending to projects until it
ceased operations in June 1981. The operations of the JDB
was transferred to the DBJ after the merger of the
Agricultural Credit Bank and the National Development
Bankin April 2000 to form the DBJ.

As a result of the aforementioned Cabinet Decision, an
amount of $1,059,500 was transferred to profits.
Additionally, $308.2 million is to be transferred to the DBJ in
exchange for shares to be issued to the Accountant
General.

Interest Income

Interest Income amounted to $1,384.8 million and
represented an increase of 4.8% above the previous

financial year.



Development Bank
of Jamaica Limited Annual Report 2017-2018

Facilitating economic growth and development

The following sources generated the interestincome: The following are noteworthy changes in the Bank's
interest earning assets when compared with the previous
financial year:

The interest income from the Loans Portfolio
amounted to $1,061.9 million and represented an
increase of 3.1% above the earnings recorded for the
previousyear.

Interest income on reverse repurchase agreements
increased by 106%. This was mainly due to the
Bank's investmentin reverse repurchase agreements
increasing by $928.0 million or 24.8% when

- emenastncatyen
$'000 $'000 the previous financial year.

Loans and advances 1,061,907 1,029,532 . .

Income from sugar loan agreement 45,554 39,980 Interest income on investments amounted to $183.8
Investment securities 183,811 206,186 million and was 10.8% below the earnings recorded
Reverse repurchase agreements 90,513 43,857 for the previous financial year. This decrease in
Cash and deposits and other 3,027 2,277 income was due to the reduced interest rates offered

I [EETTYTN FETYT i the market.

Central Imaging Company Ltd., a
diagnostic imaging facility in
Mandeville, Manchester, offers
radiographs (X-Ray), ultrasound,
fluoroscopy and computerized
tomography (CT) scans. The
company received a DBJ loan and
partial guarantee through Sagicor
Bank in September 2017 for the
purchase of equipment and
working capital support, allowing
it to create four new jobs for a total
of seven employees.
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Other Income

During the period under review, the DBJ recorded a 122.3 % increase over Other Income in the 2016/17 period due primarily
to a write off of the aforementioned JDB Loans amounting to $1,059,500. Other Income included administrative fees, rental
income, commitment fees and Public-Private Partnerships & Privatisation fees which are highlighted below:

Other Income 2017/18 2016/17
$'000 $'000

Administrative Fees 20,979 20,278
Commitment Fees 33,002 42,094
Rental Income 99,681 98,627
Dividends - 14,595
JDB Income 1,059,500 -
Public-Private Partnerships & Privatisation fees 49,533 43,248
Foreign Exchange (Loss)/Gains (135,140) 72,897
Appreciation in fair value of investment properties 31,411 111,096
Gain on sale of investments 117,119 110,649
Gain on disposal of property and equipment 1,453 1,509
IDB Venture Capital Conference — Income 6,521 23,030
IDB Venture Capital Conference — Expenses (6,521) (23,034)
Collections in respect of loans previously written off 9,444 15,450
Miscellaneous 75,896 82,651

Miscellaneous income relates to interest from staff loans, processing fees from loans, penalty interest arising on late
payments and a reversal of liability not considered genuine.

Interest Expenses
Inthe period under review, there was anincreasein the interest expenses of 9.5%.

Interest expenses amounted to $624.6 million compared with the previous year's interest of $570.4 million. The increase
was mainly due to additional loans drawn down during the year.

The Bank honored its loan obligations to the multilateral Institutions on a timely basis during the year under review.

Non-Interest Expenses

During 2017/18, the DBJ incurred operating costs totaling $983.8 million representing an increase of 6.2% above the costs
incurredin 2016/17 of $926.2 million. Thisis attributed to an increase of 5% in salaries awarded by the Government.
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The Bank continues to monitor its costs by implementing
cost-containment measures.

The following items are significant or showed increases
over the previous year:

Staff Costs

2018 2017
$'000 $'000

402,341 346,943

Salaries and Wages

Payroll taxes 25,270 22,908
Pension costs - defined benefit plan 10,193 8,139
Performance incentive bonus 25,681 26,326
Other 94,454 85,450

| 557,940 489,766 4

Staff costs increased by $68.2 million or 13.9% which was
mainly attributable to the 5% increase in salaries and
additional staff employed.

Professional Fees

Professional Fees for the financial year ended March 31,
2018, was $36.2 million representing 17.4% below the
previousyear.

Occupancy costs

There was a 20 percent increase in occupancy costs for the
period under review when compared with the costs
incurred in 2016/17. Occupancy costs include electricity,
insurance, security and repairs and maintenance. The
increase resulted mainly from higher costs of maintaining
the building and property as well as increased electricity
costs.

Net Profit

The DBJ recorded a net profit of $1,245.2 million for the
year ended March 31, 2018, which was 195.0% above net
profit recorded in 2016/17. The Bank continues to provide
financial solutions to viable projects and facilitating growth
and development in the economy and has adequate
reserves and assets to continue this mandate.

ASSET AND EQUITY
BASES

Asset Base

The DBJ had an asset base of $31,925.9
million as at 31 March 2018 which was an
increase of 10.2% above the total assets
recorded for 2016/17 of $28,966.7
million. This increase was mainly due to
an increase in reverse repurchase
agreements and loan disbursements to
viable projectsinthe economy.

Morant Bay Quarry Ltd., located in St Thomas, is
engaged in quarrying and extraction of stones
used in the construction sector. The company
received a DBJ loan and partial guarantee through
CIBC First Caribbean International Bank in May
2017 to purchase equipment allowing improved
production, efficiency, savings for the business and
anincrease in its employmentto five persons.
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Equity Base

There was an increase of 10.1% in Shareholder's Equity
which moved from $10,135.4 million at the beginning of
the year under review to $11,167.8 million at the end of
March 2018. The Equity base remains strong, providing the
foundation for the Bank to execute its mandate and play a
pro-active role in fostering growth in the economy.

Loans totaling $4,080.8 million were
received from the PetroCaribe
Development Fund; $887.6 million was
received from the European Investment

FUNDING

Funding to meet the Bank's loan disbursements and debt
obligations during the year came principally from loan
reflows, internally generated cash provided from
operations, and loans drawn in the amount of $6,294.5
million.

Loans totaling $4,080.8 million were received from the
PetroCaribe Development Fund; $887.6 million was
received from the European Investment Bank and $915.3
million from the World Bank Foundations for Growth and
Competiveness Project. Loan proceeds were also received
from the National Insurance Fund of $35.7 million.

FUNDS MANAGEMENT

As one of its functions, the DBJ manages the following
funds:

Capital Development Fund

Intech Fund

Rio Tinto Alcan Legacy Fund

National Investment Bank of Jamaica
Credit Enhancement Fund
Divestment Escrow Fund

ouU A WwWN R

The Bank also provides accounting services to National
Road Operating and Constructing Company Ltd. (NROCC),
Harmonisation Ltd. and Silver Sands Estates Ltd.

LOAN PORTFOLIO

At the end of the 2017/18 Financial Year, the total
outstanding loan portfolio of the Bank stood at $19,421.5
million compared to $17,801.3 million for the financial year
ended 31 March2017,anincrease of9.1%.

The distribution of the outstanding loan portfolio at the
end ofthe years 2018 and 2017 is shown as follows:

2018 2017
1$'000 1$'000

Loans to AFls 11,662.6 10,222.5
Loans to PC Banks 681.7 803.6
Loans to direct to borrowers 5,080.0 4,423.7
MFIs 1,533.8 1,3613
Mortgage receivable from Ackendown 3338 990.2
Mortgage receivable from Ministry of National Security 129.6

INVESTMENT IN ASSOCIATED
COMPANIES

DBJ's interest in its Associated Companies increased by
3.3% from $1,021.8 million at the beginning of the year to
$1,055.3 millionat March 31, 2018.

Solvency

At the end of the period under review, the Bank reported a
debt/equity ratio of 1.78:1 in line with the ratio of 1.7:1 at
the end of the previous year. This ratio remains within the
guidelines of the multilateral lending agencies, which
stipulate a maximum range of between 4:1 and 6:1. The
DBJ's strong Asset and Equity bases will enable the Bank to
attract additional funding and successfully undertake its
mandate of assisting in the economic development of the
Jamaican economy.
|
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REVIEW OF LENDING ACTIVITIES

The DBJ's lending operations, carried out through the Loan Origination and Portfolio Management (LOPM) Division,
continued to support the Government's Growth Agenda in 2017/18, by delivering 12,580 loans to support new investments
of$10,554 million and 5,688 potential new jobs while maintaining 17,128 existing jobs.

Theloans approved, investments supported and potential new jobs created for 2017/18 were distributed by sector as below:

No. of Loans Investments New Jobs

%

Agriculture 1,629 12.9% 557.579 8.4% 696.674 6.6% 14 0.2%
Agro-Industry 2 0.0% 18.300 0.3% 34.040 0.3% 4 0.1%
Distribution 5,892 46.8%| 1,246.181 18.8%| 1,463.506 13.9% 61 1.1%
Manufacturing 319 2.5% 425.279 6.4% 758.310 7.2% 116 2.0%
Mining & Quarry 1 0.0% 4.550 0.1% 7.000 0.1% - 0.0%
Service & Transport 4,716 37.5%| 2,190.744 33.0%| 3,506.029 33.2% 263 4.6%
ICT/BPO 4 0.0%| 1,094.503 16.5%| 2,273.150 21.5% 5,086 89.4%
Tourism 17 0.1%| 1,096.118 16.5%| 1,815.372 17.2% 144 2.5%
TOTAL 12,580 100.0%| 6,633.254 100.0%| 10,554.081 100.0% 5,688 100.0%

Aqua Flow has produced the Pump-n-Spray
portable shower that allows users to
conveniently transport, store and efficiently
use water to shower. In 2017-18, the
company received a grant under the DBJ's
IGNITE programme to help market its
products.
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LOAN APPROVALS

During the year, the DBJ approved 12,580 new loans with a total value of $6,633
million compared to 16,532 new loans with a total value of $6,394 million in the
previousyear.

The Bank's loan approvals were distributed to various sectors and through the
following channels as below:

Loan Approval
Channel # of Loans inJS'M
NPCB - - 0.0%
AF| 1,654 4,320.293 65.1%
MFI 10,924 1,448.607 21.8%
Direct 2 864.354 13.0%
Total 12,580 6,633.254 100.0%

Domestic Currency Approvals

Local currency loan approvals facilitated for the year, compared to the previous
year, amounted to 12,574 loans valued $4,700 million. These loans were
realized through the following channels:
Approved Financial Institutions — 1,650 loans valued at $3,252 million,
up from 112 loans valued at $2,833 million
National People's Co-operative Bank — 0 loans valued at SO million,
down from 5 loans valued at $173 million
Micro Finance Institutions — 10,924 loans valued at $1,448 million,
down from 16,410 loans valued at $1, 519 million
Direct Lending— 0 loans valued $0 million, down from 1 loan valued $90
million

Foreign Currency Approvals
Foreign currency loan approvals for the year, compared to 2016/17, amounted
to 6 loans valued at US$15.5 million. These loans were realized through the
following channels:
Approved Financial Institutions — 4 loans valued at US$8.6 million, up
from 2 loans valued at USS7.2 million
Direct Lending - 2 loans valued at US$6.9 million, up from 2 loans valued
at USS6.7 million

LOAN
DISBURSEMENTS

The DBJ's loan disbursements for the
year amounted to $8,052 million.

Local Currency
Disbursements
Local currency disbursements for the
year amounted to $3,608 million.
These loans were realized through the
following channels:
Approved Financial
Institutions — $2,077 million,
up from $1,544 million in the
previousyear
National People's Co-
operative Bank (NPCB) — $82
million, down from $173
million
Micro Finance Institutions —
$1,448 million, down from
$1,529 million
Direct Lending — $0.2 million,
down from $0.8 million

Foreign Currency
Disbursements

Foreign currency disbursements for
the year amounted to US$35 million.
These loans were realized through the
following channels:
Approved Financial
Institutions — US$25.2
million, up from USS$8.5
millionin2016/17
Direct Lending — US$10.3
million, up from USS$5.8
million
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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.

DBJ's lending team has continued to engage MSMEs and their associations to
understand their needs, while communicating the benefits of DBJ's products

and facilitating collaboration with lenders.

MSME Loan Approvals 2017/18

Loan Approval

Channel # of Loans inJS$'M
NPCB - - 0.0%
AFI 1,644 2,560.230 52.5%
MFI 10,924 1,448.607 29.7%
Direct 2 864.354 17.7%
Total 12,570 4,873.191 100.0%

Elaine Morrison-Williams, a micro entrepreneur in business for over 14 years in Lionel Town,
Clarendon, retails household chemicals, cosmetic items and wholesale frozen juices. She is a repeat
borrower who has received several DBJ-funded loans from First Heritage Cooperative Credit

Union, a DBJ-accredited micro finance institution.

In 2017/18 DB facilitated the approval
of 12,570 MSME loans with a value of
$4,873 million through its
intermediaries for MSME sub-
borrowers compared to 16,513 loans
with a value of $4,232 million in
2016/17. Of this total, the vast
majority — 10,924 loans totaling
$1,448 million - were facilitated
through Micro Finance Institutions;
1,644 loans valued at $2,560 million
were facilitated by Approved Financial
Institutions; and 2 loans valued at $864
million were facilitated through Direct
Clients to MSMEs.

SME Credit Enhancement
Facility

The Credit Enhancement Facility
(CEF), the DBJ's partial guarantee
programme, was established with
the objective to significantly
increase the number of SMEs that
access credit by providing AFls with
additional collateral coverage on
loans made to SMEs. Constant
developments to increase the
attractiveness of the CEF to AFls
resulted in an increase in the
coverage amount of guarantees
and resulted in amendments to the
facility to allow available guarantee
coverage for both DBJ and AFI
funded loans as follows:

o General SME loans - 50% of
the loan up to a maximum
of $15 million
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o SMEEnergyloans-80% of the loan up to a maximum of $15 million
o Smallloans ($6.25 million or less) 80% of the loan up to a maximum of
S5 million

During the year, the DBJ approved 106 guarantees valued $614 million and
supporting $1,768 million in loans through eight AFIs including 58 guarantees
approved for loans funded by AFIs. This compares to 78 guarantees valuing $552
million and supporting 1,187 million in loans through eight AFlsin 2016/17.

Since inception, the CEF has facilitated the issue of $4.53 billion in loans to 402
SME sub-borrowers with 435 guarantees totaling $1,940 million as outlined
below.

CEF Loan Approvals and Guarantees Since Inception 2010 (by year)

Loan Guarantee #
Mar-10 30,000,000 8,320,000 4
Mar-11 10,800,000 3,956,000 3
Mar-12 34,700,000 10,750,000 3
Mar-13 254,969,378 166,797,000 108
Mar-14 225,994,000 83,957,150 26
Mar-15 487,378,123 218,662,568 51
Mar-16 539,201,456 282,331,343 56
Mar-17 1,187,304,154 551,606,882 78
Mar-18 1,768,778,089 614,579,889 106
TOTAL 4,539,125,200 1,940,960,832 435

Since inception, the CEF has supported various sectors. The services sector
accounted for 41% with 159 of the 435 guarantees issued. The agriculture sector
received a total 153, accounting for 16.3% of the total guarantees issued.
Distribution accounted for 18.5%, manufacturing for 15.2%, tourism 6.2% and
agro-processing 2.4%.

The fund continues to perform well,
having grown to over $496 million
with 13 claims against the CEF for $35
million to date. The DBJ continues to
work on improving the facility and to
explore options to enhance its
utilization and attractiveness to the
market.

During the year, AFls accessed 58
guarantees valued $296 million to
support $967 million in loans funded
from their own resources. This
reflected a significant increase from
42 guarantees valued $250 million
supporting $555 million in AFl-funded
loansin 2016/17.

To further expand DBJ's partial credit
guarantee programme, the
Government signed agreements with
the Inter-American Development
Bank (IDB) and the International Bank
for Reconstruction and Development
(IBRD) of the World Bank in
September 2017 and March 2018
respectively.

Under its 'Credit Enhancement
Programme for MSMEs' the IDB is
making USS20 million available to
expand the size of the guarantee fund
and thereby increase the number of
MSMEs that the CEF is able to assist.
The IDB will also provide a technical
assistance grant of US$250,000 during
2018/19 to implement an information
technology system to improve the
operations of the CEF.

Under its US$15-million 'Access to
Finance' project, the World Bank is
allocating USS5 million to expand the
guarantee fund, plus an additional
USS$0.55 million to be used in 2018/19
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to develop an improved business plan, financial model, and policies and
procedures for the operation of the CEF, as well as to support training and
awareness buildingamonglenders and businesses.

The DBJ-PetroCaribe
ICT/BPO Loan Facility

Jeniese Tomlinson-Venson,
a micro entrepreneur based
in Linstead, St. Catherine,
has been operating a
manufacturing, interior
design and decorating
business for over 20 years.
She accessed a DBJ loan
funded by the European
Investment Bank and on-
lent through Jamaica
National Small Business
Loans Limited, a DBJ-
approved micro finance
institution.

In November 2011, DBJ in conjunction
with the PetroCaribe Development
Fund, the Ministry of Industry,
Investment and Commerce and
Jamaica Promotions Limited
(JAMPRO) launched a line of credit to
provide direct loans to clients for the
renovation and new construction of
Information Communications
Technology/Business Process
Outsourcing (ICT/BPO) facilities.

The terms of the loan facility to each
clientwere as follows:

a. Maximum Loan: USS5 million
per project, representing a
maximum of 70% of project cost

b. Rate: 4.5% per annum on the
reducing balance payable
monthly

c. Tenor: Up to a maximum of 12
years

d. Moratorium: Up to a maximum
of 18 months on principal and
interest

e. Security: Land & Building,
Debenture over fixed and
floating assets, Assignment of
Revenues, Personal & Corporate
Guarantees

As at 31 March 2018, the DBJ has committed
USS71 millionin financing to 14 BPO projects
island wide. To date, the DBJ has disbursed
USS$60.56 million to the BPO sector which
represents approximately 85% of its total
loan commitments. DBJ's financing has
assisted in the build out and creation of
approximately 1M sq. ft. of BPO commercial
space within the country. As a result, it is
expected that as much as 22,720 jobs can be
created when all projects are completed and
atfull capacity during operations.
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Loan Loan
BPO Portfolio as at 30 April 2018 # of Projects Project Size Projected Actual Jobs  Approved A'\mount
Jobs Created Amount  Disbursed
(USSm) (USSM)
Directly Funded Projects 11 840,170 16,320 9,604 52.02 43,01
AFI (Indirect) Funding 3 207,000 6,400 1,350 18.70 17.55
Total BPO Portfolio 14 1,047,170 22,720 10,954 70.72 60.56

BPO projects funded by DBJ are located in various locations across the country mainly in Kingston & St. Andrew (5 projects),
St. James (5 projects), St. Catherine (2 projects), Manchester (1 project) and Hanover (1 project). Of the 14 BPO projects
funded, 11 have been provided direct funding by the DBJ. The other three projects have been funded indirectly through
Approved Financial Institutions, namely NCB Capital Markets, First Caribbean International Bank and First Global Bank,
respectively.

To date, 12 of the 14 clients have at least completed phase 1 (renovation) of the development process with all 12 having been
tenanted by a BPO Operator evidenced by actual employment of approximately 11,000 jobs.

After other phases of the projects are completed (new construction), BPO operators are expected to take up more
commercial space and hire additional staff thereby increasing the employment numbers closer tothe 22,720 projected jobs.

Additionally, one project has not yet commenced construction, while for another the first phase is ongoing and isnot yetina
position to attract a BPO operator. After these projects are implemented, economic activity is expected to increase with
more BPO operators present and increased employment.

One project may fallinto more than one category as stated below as each projectis at varying stages of development.

BPO Project financed by the DBJ

Stanley Motta Limited, a member of the Musson Group of
Companies, has undertaken construction works at 58 Half
Way Tree Road, Kingston 10, to facilitate the first phase of a
Business Processing Outsourcing (BPO) project of
approximately 132,000 square feet.

The cost to undertake this phase of the project amounts to
approximately US$9.92 million with DBJ financing USS5
million orapproximately 51% of the project cost.

All renovation works have been completed and new
construction is also going on at the facility with work being
faradvanced.

Itis expected that once the new construction is completed,
BPO operators will take up the additional BPO space.

This phase of the project is expected to create
approximately 2,700 jobs when completed and fully
occupied. To date, the BPO project has facilitated the
creation of 800 actual jobs with this employment number
expectedtoincrease as the projectisimplemented.
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MICRO FINANCE SERVICES

The DBJ received approval in April
2009 to establish a micro finance
lending window to provide funding to
Micro Finance Institutions (MFI). Since
then, the DBJ - through its Micro
Finance Services Division - has
coordinated all related interventions
inthe micro finance sector on behalf of
the Government.

The provision of funding and technical
assistance grants to micro
entrepreneurs are delivered through
approved MFls, the National People's
Co-operative Bank of Jamaica (NPCB)
and the Financial Inclusion Project,
with objectives of:

a) Providing funding to
accredited institutions for on-
lending to micro, small and
agricultural enterprises

b) Strengthening the
institutional capacity of MFls
and the NPCB through the
provision of technical
assistance

c) Increasing transparency and
information in MFIs and the
NPCB through reporting and
adherence to best practices

d) Providing assistance to MFls,
NPCB and micro
entrepreneurs through
education, training and
awareness-raising events or
workshops.

Paul Chin, General Manager of the DBJ's Micro Finance Services Division, speaks with a participant
in the Financial Empowerment and Technological Awareness (FETA) workshop, held in Morant
Bay, St. Thomas, in February 2018.

The target for disbursement in the review
period was $1,481 million or 90.0% of the loan
approval target. Total disbursements
amounted to J$1,448.6 million, being $31.9
million, or 2.2% below target.

REVIEW OF ACTIVITIES

The key performance targets for micro finance institutions are as outlined
below.

Loan Approval and Disbursement Targets

The 2017/18 target of $1,645 million for loan approvals represents an increase
of 17.0% or $245 million over the 2016/2017 target of $1,400 million. The
Division's final out-turn of $1,448.6 million in loan approvals to accredited MFIs
was below target by $196.3 million or 11.3%. The total number of loans
supporting this out-turn was 11,672.

The target for disbursement in the review period was $1,481 million or 90.0% of
the loan approval target. Total disbursements amounted to J$1,448.6 million,
being $31.9 million, or 2.2% below target.
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Asection of the large group of participants in the Financial Empowerment and Technological Awareness (FETA) workshop, held in Morant Bay, St. Thomas
in February 2018.

In the period under review, the Thetableandchartbelow outline the distribution of loans across the applicable
borrowing pattern of the micro and  sectorsforthe review period:

small business sectors continued to
mirror past years with the [LAENLAALGM No. of APPROVAL %

Loans

Distribution/Trading sector accounting

for some 49.9% of funds on-lent by the 337 49,654,909.05  3.4%

Bank. The Services sector accounted for m 2,974 397,820,950.85  27.5%
27.5% of funds; while the Agriculture 1,710 131,802,666.43  9.1%

and Manufacturing sectors, accounted 6,291 723,212,241.31 49.9%
for 9.1% and 3.4%, respectively. The 101 28,530,650.00 2.0%
category “Other”, which includes 4 1,750,000.00 0.1%
construction and miscellaneous 14 3,500,000.00 0.2%
business service‘s, a?’counted for 4.3:%; of ) - 0.0%
i e e o CT an smsanon 4
' ' - 50,000,000.00  3.5%

11,672 1,448,606,889.65  100%
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MFI Accreditation

Two MFIs lost their accreditation during the year, thereby
reducing the number of accredited MFls to 11. There were
two approvals; however, at the end of the financial year,
the necessary documentation to finalize their accreditation
had notyet been completed.

The accredited MFIsasat March 31,2018, are as follows:

LIST OF ACCREDITED MICRO FINANCE INSTITUTIONS

Access Financial Services Ltd, N Small Business Loans Ltd
Bull Investments Ltd, LASCO Financial Services Ltd.
COK Sodality Co-operative Credit Union | McKayla Financial ervices Lt
F0.D. Finance Co. Ltd. Monaire Financial Services Ltd

The graph below shows that the performance of all sectors
continues on the same trend since the inception of the
microfinance lending window in 2009; with
Distribution/Trading and the Services sectors commanding
the majority of MFI funding with an average of 53% and
26% respectively, over the period.

The Agriculture and Manufacturing sectors have averaged
10% and 4%, respectively.

First Heritage Co-operative Credit Union | St. Elizabeth Co-operative Credit Union
First Union Financial Co. Ltd

Investments

Total investment facilitated by the Division for the review
period amounted to $1,808.2 million, which was $248
million or 12% below target.

Summary - 2009-2018

Since the launch of the MFl lending window in 2009, a total
of $7,196.58 million has been on-lent to MFIs to support
84,176 loans to micro and small businesses in the
productive sector.

The graph and table (on next page) show the performance
of the lending window since inception.
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Summary MFI Lending - 2009 to 2018

Year ended No. of Loans Approved

31-Mar-09 4,347 200,000,000.00
31-Mar-10 2,077 174,172,970.32
31-Mar-11 4,215 228,602,855.37
31-Mar-12 6,995 491,482,736.12
31-Mar-13 8,207 613,682,596.97
31-Mar-14 9,642 620,030,451.00
31-Mar-15 8,931 795,938,877.17
31-Mar-16 11,680 1,104,710,948.06
31-Mar-17 16,410 1,519,360,519.35
31-Mar-18 11,672 1,648,606,889.65

Total 84,176 7,396,588,844.01

National People's Co-operative Bank (NPCB)

The long history of support for the NPCB continued in 2017/18 as the DBIJ
worked closely with the institution to resolve the issues which have stymied its
financial health and growth over the past three years. While the institution is still
in aloss-making position, these losses have been at a significantly declining rate,
evidencingimprovementsin operations.

Governance &
Operations

The Agricultural Credit Board Act was
repealed and replaced by “The
Agricultural Loan Societies and
Approved Organisations Act”, on
November 21, 2017; effectively,
moving the supervision of the NPCB
from the Agricultural Credit Board to
the Registrar of Co-operative
Societies.

The senior management changes
which started in the 2016/17 Financial
Year continue to positively impact the
operations of the institution, resulting
in the rescheduling and collection of a
number of non-performing loans, as
well as a general improvement in the
loan quality. Over time, these
measures are anticipated to positively
impact theinstitution.

Improvements in governance are
evident as the NPCB has adopted a
revised set of rules to govern its
operations and bring them in line with
best practices. Additionally, the
institution's financial statements for
years ended December 2015 and 2016
were formally adopted and approved
in March 2018, bringing the NPCB
closer to regularizing its financial
reporting obligations. The financial
statements for the period ended
December 31, 2017, are also expected
to befinalized in accordance with legal
reporting guidelines.

The NPCB did not borrow from the DBJ
in this review period as it focused on
improving the quality of its loan
underwriting through increased

training of its staff.
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The continued aggressive collection
of bad debt and marketing of its
services to the agricultural sector are
also two areas of focus for the
institution's management as it works
towards returning the NPCB to
profitability.

Promoting Financial
Inclusion in Jamaica
through Mobile

Money for Microfinance

In September 2015, the DBJ, in
partnership with two private sector
partners concluded the development
and testing of a mobile money
platform for micro-entrepreneurs.
Having achieved its objectives as a
participant in the development of
mobile money services, the Inter-
American Development Bank granted
its approval for an extension in the
project implementation timeline to
September 2018.

The objectives and scope of the
project were therefore modified in
October 2015 to ensure continued
alignment with the corporate
objectives and mission of the DBJ. The
project name was also modified and is
now called - Financial Empowerment
and Technological Awareness —
Project FETA

The Project will be delivered under
two Pillars, namely:

Pillar A, treating with Mobile Wallets
& Electronic Retail Payment Services
(EPRS) Development & Growth. The
primary initiative under Pillar A will be
the hosting of a conference on Mobile
Financial Services and other ERPS in
Jamaica, aimed at raising awareness
of the benefits of electronic payment
systems and how they can contribute

Facilitating economic growth and development

to inclusiveness within the financial
sector. The conference will be hosted
jointly with the Bank of Jamaica and
will take placeinJune 2018.

Pillar B, treating with Financial
Education & Training for MFIs &
Micro Entrepreneurs, with the
primary initiative being the hosting of
a series of twelve (12) workshops —
My Money Workshop: Financial
Empowerment and Technological
Awareness - targeting micro
entrepreneurs across theisland.

At the end of the review period, the
Bank had successfully executed a total
of ten (10) workshops and seminars
and facilitated capacity building to
eight hundred and forty-four (844)
micro-entrepreneurs and small
business owners.

OTHER DIVISIONAL
INITIATIVES IN
2016/17

I. Diversification of Funding

The DBJ has successfully disbursed
the entire 10 million Euros
(approximately J$1,400 million)
obtained from the European
Investment Bank (EIB) in 2016 under
its Caribbean and Pacific Impact
Finance Facility. This facility is
extended to a group of financial
institutions located in Caribbean and
Pacific countries, pursuant to the
Partnership Agreement entered into
on 23" June 2000 between the
African, Caribbean and Pacific Group
of States (the “ACP States”) and the
European Union and its member
states.

The facility was made available to
MFIs for on-lending to micro and

small enterprises. Having exhausted
the funds, the Bank will be seeking to
source additional amounts from the
EIB for on-lending to micro and small
businesses.

Il. Microcredit Act

The Ministry of Finance & Public
Service, continues to pilot the
Microcredit Bill to regulate
institutions providing financing to
micro, small and medium-sized
businesses. Consultations with
stakeholder organisations, including
the DBJ, continued during the review
period and the Bill is expected to be
finalized inthe 2018/19 Financial Year.

l1l. Climate Change
Adaptation Line of Credit

As a part of a loan agreement under
the Adaptation Programme and
Financing Mechanism Project for the
Pilot Programme for Climate
Resilience, a USS2.5 million line of
credit known as the Climate Change
Adaptation Line of Credit (CCALoC)
has been established.

These funds are currently being
passed through the DBJ, as Fund
Facilitator, to the micro finance
institution JN Small Business Loans
Limited (JNSBL) for on-lending to
MSMEs in the tourism and agri-
business sectors to help them
increase resilience to climate change.

Atthe end of the review period, a total
of J$135 million has been disbursed to
JNSBL for on-lending to agricultural
and tourism projects.
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STRATEGIC SERVICES

The Strategic Services Division (SSD) plays a pivotal role in assisting the
sustainable development and growth of micro, small and medium-sized
enterprises (MSME) by providing them with capacity development to improve
their access to financing. SSD also manages special projects that strengthen the
DBJ's ability to support Jamaica's economic growth; and develop new products
thatallowthe Bankto deliver greater value to its stakeholders.

The Division also supports the execution of the Bank's business units by (i)
providing enterprise-wide research, product development and analytics
support to measure and monitor DBJ's impact and (ii) managing the Bank's
strategic planning and execution.

BUILDING THE
CAPACITY OF MSMEs

The DBJ strengthens and builds the
capacity of both MSMEs and their
intermediaries by providing training,
coaching, mentorship and technical
assistance that allow them to grow,
investand expand.

To address the gaps that are identified
inthe sector, the DBJ provides capacity
development support to firms and
projectsin priority areas such as:
*  Accesstofinancing
*  Access to global markets
and the development of
supply chains
*  Fostering innovation and
entrepreneurship;and
* Improving productivity
through investments in
renewable energy and
energy efficiency

In 2017-18, BAUGHaus
Design Studio received a
grant under the DBJ's IGNITE
programme to produce
high-end porcelain home
goods and bespoke lighting
fixtures.
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Impact in Financial Year 2017/18

During the 2017/18 Financial Year, the Bank made significant strides in
providing capacity development support to entrepreneurs as follows:

Kazanya Suzanne Graham is a vendor of agricultural produce in Kingston's largest food
market, Coronation Market. She has accessed DBJ loans from Access Financial Services, a
DBJ-accredited micro finance institution to expand her business.

IMPROVING MSMEs
CAPACITY AND
ACCESS TO
FINANCING

1. Voucher for Technical
Assistance

The Voucher for Technical Assistance (VTA)
programme aims to contribute to sustainable
growth of Jamaican MSMEs, by issuing
electronic vouchers for business support
services to MSMEs to help build their capacity
and/or improve their access to financing and to
contribute to the creation of more viable
business operations.

These vouchers are redeemed at approved
Business Development Organizations (BDOs)
for 27 business support services that include,
among other things, training, management
consulting, financial software acquisition,
business plans, marketing plans, product
development services, business process
improvement services and financial
statements.

MSMEs across Jamaica involved in the
productive sectors such as agriculture and
agro-processing, manufacturing, tourism, non-
metallic mining, information technology,
energy and services are able to access
vouchers.

Since its launch in May 2014, the VTA
programme has reached MSMEs in every parish
with over 2,332 vouchers being issued to 1,320
companies. There was a 178% increase in the
number of vouchers issued during the 2017/18
financial year when compared to the 2016/17
financial year; this increase was as a result of
the online user application modality, which was
launchedinJuly 2016.
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Duringthe period under review, the VTA programme has resulted in the following:

Impact of VTA project during the 2017 /18 Financial Year

1,397 vouchers were jobs from DBJ financing

Recipients actually created 19
permanent and 10 temporary

8 DB]J loans were approved for
VTA recipients totaling
$141.5M and supporting
$425.7M in investment

issued
293 vouchers were
redeemed
5 businesses that accessed vouchers
368 new received
bus1pesses 128 new businesses redeemed AL
received vouchers $6.55M under
vouchers DBJ’s Credit
Enhancement I

2. Land Titling Financial Assistance through
the Land Administration Management
Programme (LAMP)

In Jamaica's current banking system, a pre-requisite for
accessing financing is often the possession or ownership of
tangible assets such as cash or land. An attempt to increase
the asset base of Jamaicans resulted in a partnership since
2016 between the DBJ and the Ministry of Economic
Growth & Job Creation (MEGIC) formerly the Ministry of
Water, Land, Environment and Climate Change (MWLECC)
to assist with the issuance of titles under the Land
Administration Management Programme (LAMP) Project.
The objective of the programme aligns with the DBJ's
strategy for social inclusion and increasing access to
financing.

The programme was structured to allow a Conditional
Grant being made available to a beneficiary or registered
proprietor to fund the surveying and registration costs in
order to provide him or her with a Duplicate Certificate of
Title. In the event that the said beneficiary or registered
proprietor seeks to transfer or mortgage the lands within

Facility (CEF) programme

The programme has supported the
processing of over 2,350 titles, while
1,745 titles have been distributed to
beneficiaries with grant assistance in the
amount of $70 million during the
2017/18 Financial Year.

10 years of receipt of the relevant portion of the
Conditional Grant, the amount advanced under the LAMP
Project shall become repayable to LAMP/MEGIC and
refunded to the DBJ.

The programme has supported the processing of over
2,350 titles, while 1,745 titles have been distributed to
beneficiaries with grant assistance in the amount of $70
million during the 2017/18 Financial Year.




Development Bank

of Jamaica Limited Annual Report 2017-2018

Facilitating economic growth and development

The project was implemented over a duration of three years in the LAMP designated parishes of St. Catherine, St. Mary,
Trelawny, St. Ann, St. James, Hanover, Westmoreland, Portland, St. Thomas, Manchester, Clarendon and St. Elizabeth.

3. Access to Finance Programme

The DBJ was charged with the responsibility for the execution of two projects funded by multilateral agencies and geared
towards improvingaccess to finance for MSMEs:

(i) The World Bank-funded Access to Finance for MSMEs; and
(ii) The Inter-American Development Bank-funded Credit Enhancement Programme for MSMEs.

Both projects are funded by loans to the Government with the DBJ as the implementing agency. This has resulted in the

establishment of a project-implementing unit with responsibility for managing the projects within the DBJ's Strategic
Services Division

Temper Tantrum Ltd. makes Jamaican chocolates in a variety of flavours using cocoa beans from farms across the island.
In2017-18, the company received an IGNITE grant from the DBJ to commercialise its operations.




Development Bank
of Jamaica Limited Annual Report 2017-2018

Facilitating economic growth and development

World Bank - Access to Finance for MSMEs

In January 2018, the World Bank's Board of Director's approved funding for an Access to Finance for MSMEs project in the
amount of USS15 million. The project will be executed over the five-year period, January 2018 to January 2023. The project
components are:

During the last financial year, feasibility studies for the introduction of factoring and leasing as new financial instruments was
completed paving the path for the development and introduction of these new products to the Jamaican market.

Bresheh Enterprises was
the recipient of a DBJ
IGNITE grant to improve its
production capacity and
expand its workforce in the
design, manufacture and
distribution of high quality
bags.
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One-on-One Educational
Services Limited provides
personalized educational
services and e-learning
solutions to secondary school
students and corporate

entities. A DBJ IGNITE grant
assisted the company in
expanding its services.

y

IDB - Credit Enhancement Programme for MSMEs

The Inter-American Development Bank's Credit Enhancement Programme for MSMEs is a US$20 million project that will be
executed over a five-year period from September 2017 to September 2022 with the objective of improving access to finance
for MSMEs in Jamaica. The programme will be supplemented by a US$250,000 grant for the Digitization of the CEF
Management Process.

Activities under this programme will include:

The approval for funding by both International Development Partners (IDPs) will increase the capital of the Credit
Enhancement Facility (CEF) to increase the support provided to MSMEs which lack the collateral required to access loans
fromthe Bank's Approved Financial institutions.
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Castor Black Gold Jamaica
Ltd. produces 100% pure
Jamaican-grown dark
castor oil. The company
received an IGNITE grant in
2017-18 to establish an
organic 350-acre castor
farm and processing plant
in Clarendon.

SUPPLY CHAIN DEVELOPMENT AND ACCESS TO GLOBAL MARKETS

1. Foundations for Competitiveness and Growth Project
- Jamaica Business Fund (JBF)

The Foundations for Competitiveness and Growth Project has created the The Fund is focused on
Jamaica Business Fund (JBF) as a financing mechanism that provides support
directly to SMEs by funding a combination of supply chain learning, skills
upgrading and productivity improvements. capabilities of SMEs in

specific, eligible supply

chains in order to meet

improving the

The purpose of the JBF is to promote economic development through inclusive
growth in high-potential supply chains. This will improve the productivity of )
SMEs in the supply chain and pass cost savings and increased output through to the purchasmg needs of
medium-sized and larger buyer (anchor) firms, and their downstream clients, anchor firms, as well as
enhancing the competitiveness of exports and import-competing products. other local and foreign
The Fund is focused on improving the capabilities of SMEs in specific, eligible buyers.
supply chains in order to meet the purchasing needs of anchor firms, as well as

otherlocal and foreign buyers.

During the financial year, three productivity improvement supply chain projects (grant cycle no. 1) were fully executed
accessing JBF funding of approximately J$49.5 million or US$387,000. This represented a utilization rate of 81%. Under these
three projects, the private sector provided financial inputs in the amount of $34.7 million, for total investment of 1584.2 or
USS$657,800. These investments were allin the agriculture sector and provided funding to the following sub-sectors:
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The investments can be further analyzed based on the strategic issues to be
solved under the various supply chains.

Based on the total investments under grant cycle no.1, as at March 31, 2018, the
investment distribution is as follows:

No. Investment Categories Amount (JMD) %

The provision of strategic inputs which are 55.1M 65.4%
Consumable utilised/consumed within the production or
Production cultivation cycle (such as enhanced fertiliser, drip
Inputs irrigation, plastic mulch, and quality seedlings) and

1. Strategic

are directly linked to efforts to increase
production, productivity, and/or quality of a
particular crop, output or service produced by
SMEs

The provision of strategic inputs which can be 20.5M 24.4%
utilised over multiple production or cultivation
cycles (such as live wells for lobster, drip
irrigation, and greenhouse supplies) and are
directly linked to efforts to increase production,

2. Strategic
Asset-based
Inputs

productivity, and/or quality of a particular crop,

output or service produced by SMEs The JBF IaunChed |tS

2" Call for Proposals
3. Capacity The provision of training, training outputs, and 2.8M 3.3% p

Building technical services for improved knowledge, know- on M a y 1 2 , 2 O 1 7 ,
how, and practices important for sustained SME

development in the particular sector/sub-sector Wh | Ch Y| e I d ed some

The provision of improved processes, 5.8M 6.9% 37 conce p t note

coordination support, management support, and . .
. pPo e ppo submissions valued
scheduling mechanisms for improved efficiency,

reduced defects, and cost savings for SME's app roxi mately J$806
operations o

million or USS$6.3
million.

4. Operations &
Logistics

GRAND TOTAL 84.2M

The JBF launched its 2™ Call for Proposals on May 12, 2017, which yielded some 37 concept note submissions valued
approximately J$806 million or US$6.3 million. A total of 19 supply chain projects were shortlisted further to the evaluation
process, with 17 projects submitted on the deadline of September 1¥. A total of nine projects were recommended for
support with the agriculture sector again earmarked as the recipient productive sector. There was, however, increased
diversity based on the sub-sectors to be supported in the form of lobster, fresh vegetables, ackee, onion, Irish potato, fresh
produce, condiments, and cassava.

As at the end of the reporting period, one contract was signed in support of an onion supply chain project. This project
commenced implementation in earnest and booked JBF disbursements totaling J$7.03 million and counterpart contribution
0fJ$1.91 million as at March 31%.
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Description Actual Status Achievement Rate
240
Number ofISMEs'receiving direct support under 186 (within supply chain) 1339 oftarget
supply chain projects 54 (outside of supply
chain)
Volu.m'e of private co-financing provided by SMEs USD$286,116 26.6% of target
receiving grants

Based on the projects supported under grant cycle no.1 and implementation progress under grant cycle no.2, 240 SMEs have
received direct support, while US$286,116 in private co-financing was provided by the SMEs which have received grants to
date.

SMEs benefiting outside of supply chains, which totaled 54, relate to the implementation of project activities which were
accessed by SMEs not named under any particular supply chain project. In all instances, their participation assisted with
building capacity forimproved production and productivity.

2. EXPORT MAX Il - Enterprise Development for Export Growth Programme

The Export Max Il programme was implemented by JAMPRO with DBJ's continued grant commitment of $10 million, over the
three-year period, 2014-17, ending in September 2017. It was aimed at building the capacity of 20 existing export-ready
firms to better positionthemtoincrease export sales and increased market penetration.

The DBI's contribution to the programme has assisted in the companies' achievements as follows:
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PROMOTING INNOVATION

1. Innovation Grant from New Ideas to Entrepreneurship (IGNITE) - Pilot

In 2015 the Bank developed the pilot programme Innovation Grant from New Ideas to Entrepreneurship (IGNITE), which
offered grants to innovative new businesses through existing MSME development organisations and incubator programmes.

Grants of up to $4.0 million (or 70% of a project cost) were awarded for implementing innovative business products,
processes or models that support the growth of new firms in the productive sectors. InJuly 2016, 27 MSMEs were selected
and awarded IGNITE grants totaling $72 million coupled with business development training and mentorship in the 18-
month programme which ended in December 2017.

The DBJ is committed to the expansion of the IGNITE programme and will be inviting applications in the second quarter of the
2018/19 Financial Year through its network of Business Services Intermediaries to invite Cohort 2 of MSMEs to improve their
business operations, grow their business and provide employment to Jamaicans.
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BetweenJuly 2016 and July 2017, the IGNITE programme has resulted in the following:

Improving productivity through investments in renewable energy
and energy efficiency

1. The DBJ's Energy Audit Grant Programme (EAGP)

The DBJ continues to execute an energy audit grant programme to provide businesses with grant funding to analyse their
energy usage and make recommendations on how to reduce the overall cost and/or their consumption of energy.

The audit level required to provide a comprehensive analysis is dependent on the complexity of the business, its size and the
way it consumes electricity.

The stepsforan energy audit grant are as follows:
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The audit typically begins with a review of historical and current utility data and benchmarking of your building's energy use
against similar commercial buildings.

The main outcomes of an energy audit are to provide the client with a list of recommended energy efficiency measures

(EEMs)/energy opportunity measures (EOMs), their associated energy savings potential, and an assessment of whether
EEM/EOM installation costs are a good financial investment.

Theresulting report documents the entity's energy usage patterns and opportunities, among other things.

During the period under review, the EAG programme resulted in the following:
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JAMAICA VENTURE CAPITAL PROGRAMME

The DBJ's Jamaica Venture Capital Programme (JVCP) was
established chiefly to ensure that all players in the private
equity and venture capital ecosystem are equipped with the
relevant knowledge and supportive systems to facilitate
high potential entrepreneurship with access to finance
through dynamic venture capital and private equity
markets.

For the 2017/18 Financial Year, the JVCP Unit continued to
execute on this mandate and to build on the successes of
the previousyears.

It is noteworthy that private equity, as an asset class, has
increasingly gained traction on the local landscape, with
entrepreneurs and local businesses becoming more
receptive to equity funding as an alternative source of
funding; a significant achievement in a previously debt-
centric environment. On the supply side, local capital
market players have also become increasingly receptive to
the inclusion of private equity and other alternative
investments in their portfolios.

Shani Bennett (3" left) and Kevonne Martin
(4" left), founders of Queritel, the University
of the West Indies-based winning company
in the 2018 National Business Model
Competition, celebrate with sponsors and
other supporters. From left are, Jennifer
McDonald, Chief Executive Officer at the
Private Sector Organisation of Jamaica;
Joanna Banks, Vice President, Strategy &
New Business Development, PanJam
Investments; Milverton Reynolds,
Managing Director, Development Bank of
Jamaica; Ashli Rose Davis and Dawn
Morgan, coordinators of the UWI Business
Model Competition; and Audrey Richards,
Project Coordinator of the DBJ's Venture
Capital Programme.

Some of the key trends which have supported the
attractiveness of private equity investments over the
periodinclude:

Increased knowledge of and exposure to the asset
classthroughtraining and investing activities.

A conducive macroeconomic environment which
has seen reductions in Jamaican Government debt
levels, accompanied by the reduction in local
inflation and interest rates.

The continued positive performance of the
Jamaica Stock Exchange, particularly since the
introduction of a Junior Market in 2009, has seen
16 listings, raising capital of $13.8 billion over the
2017/18 period. This has brought the total new
listings to 68 securities over the past 9 years, with a
capital raised of $39.3 billion.

The existence of this vibrant public market has
resulted in a significant increase in pre-IPO
companies and this augurs well as an exit
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mechanism for investments held by fund
managers. Recent IPOs have also been
substantially over-subscribed, indicating continued
stronginvestorinterest.

The interventions of angel investors who, over the
period, have contributed to capacity building of
early stage companies and have invested some
US$468,300 in three companies. This brings total
investments, since May 2015, to US$1.21 million in
8 local businesses, including follow-on rounds in
two of the investee businesses.

Legal and regulatory reforms including the
Insolvency Act which has modernized the
treatment of companiesin bankruptcy.

Increased business and consumer confidence
evidenced by reportsissued over the period.

The raising of Jamaica's profile on the Doing
Business Report, indicating an improved
investment environment;

The recovery of the real estate markets and the
preparation of new infrastructure projects,
particularly in the energy sector, attracting interest
from local and international funds.

These developments have positively impacted the local
private equity and venture capital (PE/VC) markets and
have validated the strategy of the JVCP which is aimed at
catalyzing private sector participation and leadership in the
industry. The development of an entrepreneurial and early
stage ecosystem and the addressing of any gaps which may
hinder market activity are at the core of this strategy.

The improvements in the ecosystem were evident in
Jamaica's improved score and ranking on the Latin
American Private Equity and Venture Capital Association's
(LAVCA) 2017/18 Scorecard, issued July 2017, which saw
Jamaica now being ranked the highest among the countries
of the Caribbean.

As part of its capacity building for
university incubators, the Venture Capital
Unit was instrumental in the organisation
of the Canadian Incubators Study Tour in
June 2017. Participants included, from left
to right, Lu'Shana Francis-Cheddesingh,
DBJ's Manager of Capacity Development;
Audrey Richards, Coordinator of the
Jamaica Venture Capital Programme;
Dr. Marjorie Buckley of Northern
Caribbean University (NCU); Sandra
Glasgow, Managing Director of Biz Tactics
Ltd.; Christopher Brown, DBJ's General
Manager of Strategic Services; Terry-Ann
Segree, JVCP Investment Manager; Hazel
O'Conner, Executive Director of NCU's
Morris Entrepreneurship Centre;
Dr. Georgiana Gordon-Strachan and
Dr. Sharon Smith of the University of the
West Indies; and Dionne Palmer and
Dr. Colin Gyles of the University of
Technology.
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Key Programme Initiatives

In keeping with the 3-year Technical Cooperation
Agreement, entered into with the Inter-American
Development Bank's Multilateral Investment Fund (MIF) in
2016, key programme initiatives, during the financial year
centred around:
Developing a sustainable deal flow of investment-
ready entrepreneurs;
Promoting the supply of capital through new
private sector managed funds, with the DBJ
acting as anchor investor in some of these funds;
Leading initiatives aimed at continued
improvement in the legal, regulatory and taxation
framework.

Entrepreneurship Development
and Support

i)  Capacity Building University Incubators

During the year under review, the JVCP
embarked on a programme of capacity
building and technical assistance to three
university incubators — Technology Innovation
Centre at the University of Technology,
Jamaica; Mona Entrepreneurial &
Commercialization Centre at the University of
the West Indies; and the Morris
Entrepreneurship Centre at Northern
Caribbean University.

The multi-pronged programme covered: a
needs assessment of each university, an
international study tour, the development of
strategic plans and the provision of a pool of
financial resources to implement the
respective plans. Arising from this tour, each
university was better equipped to revise their
incubator's strategic plan in order to access
funding for the capacity-building programme,
which will run over 18 months commencing
April 2018.

Itis anticipated that this initiative will see each
incubator enhancing its capability to deliver
effective business support services that will
positively impact innovative and dynamic
early stage entrepreneurs.

ii) Investment Readiness Workshops

Through a partnership spearheaded by DBIJ
and including BizTactics Ltd., FirstAngelsJa,
and eight business services providers, 41
entrepreneurs and SMEs were invited to
participate in two investment readiness
workshops held during the period February to
March 2018. The participants were provided
with two full days of high-level presentations
and roundtable discussions to prepare them
forinvestment.

The entrepreneurs were exposed to a wide
range of topics thatincluded:
o Personal Audit and Introduction
to Finance
o Creating a winning business plan
and pitch deck
o Exit strategy and valuing your
business
o Finalizing the investment

The outcomes of this intervention, to date,
include:

o One entrepreneur received
investments of $17.3 million from
angelinvestors

o Two entrepreneurs have
undergone due diligence

o New pitch events scheduled for
earlyJune 2018.

iii) SME Summit

On November 7, 2017, a one-day summit
targeting small and medium-sized businesses,
under the theme 'Empowering for success:
talk, connect grow', was held in Kingston.
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The event featured keynote presentations,
plenaries and panel discussions, covering
topicssuchas:
Innovative Jamaican Businesses
Putting together the Pieces to Drive
Growth for the SME sector
Understanding the role of culture in
businesses
Boosting Creative Potential
Acquiring the Right Capital to extend
regionally and internationally; and
Technological Solutions & Productivity
Tools for Innovative 21" Century SMEs

Approximately 160 SMEs attended this
engaging event and were provided with
cutting-edge information and tools to assist
them in growing and sustaining their
businesses. The SME Summit was extremely
well received and plans are in place to ensure
that similar events are held annually in
November during the celebrations of Global
Entrepreneurship Week.

iv) National Business Model Competition (NBMC)

The NBMC, an initiative of the DBJ, JVCP and
partners, is now in its fifth year and is executed
on the campuses of four universities — Edna
Manley College of the Visual and Performing
Arts, Northern Caribbean University,
University of Technology, Jamaica; and the
University of the West Indies.

The NBMC provides these tertiary level
students with:

o A platform to promote entre-
preneurship, innovation and the use
oftechnology

0 A unique opportunity to put
entrepreneurial principles into
practice with an integrative learning
experience

o Relationship building among budding
entrepreneurs and private sector
mentors and financiers

Factory 75 Company Ltd. is a full-service video production, media and
motion picture company with products tailored for corporate,
commercial and entertainment projects. A DBJ IGNITE grant allowed the
company to expand its suite of products and services and to acquire
additional post-production equipment.

(0]

(0]

An opportunity for human capital
development and creation of their
own employment

A unique opportunity to be at the
forefront of the necessary
transformation of the entrepreneurial
cultureinJamaica.

The fifth staging of the NBMC took place on March 23-24,

2018, in Kingston.

Fourteen student teams entered the

competition and at the end of two days of competition, the
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UWI's student-entrepreneur teams — Queritel, a research-
based project, and Eco-Structures, a company that
repurposes plastic waste through integrating it into viable
and safe construction material, were placed first and
second respectively, with NCU's Pneulyfe and BEASC
Technologies, being awarded third and fourth places,
respectively.

As in previous years, the high calibre of business models
from all participating teams was impressive.

Queritel, the winner of the 2018 NBMC, received an all-
expenses paid trip to participate in the International
Business Model Competition (IBMC) on May 10-11, 2018,
in Utah, USA.

International Business Model Competition, May 10-11,
2018, Utah, USA

The International Business Model Competition (IBMC), the
first and largest international lean startup competition, is
anchored by Brigham Young University in Utah, USA,
through the Rollins Centre for Entrepreneurship &
Technology. The competition is hosted by various
organizations that include Harvard University, Microsoft
Ventures, Computer History Museum and Brigham Young
University.

Jamaica began competing at the IBMC in 2014 through the
NBMC and is allowed one automatic qualification to the
quarter-final round. However, other institutions can apply
to compete at the IBMC by applying to the highly
competitive At-Large Round. There are only 14 of these
slots and teams are judged by a team of independent
judges.

For the 2018 IBMC, four additional teams from UWI and
NCU applied through this round and were all awarded slots,
resulting in five teams from Jamaica participating in the
IBMC for the first time.

At the end of the two-day event, BEASC Technologies and
Eco-Structures were awarded the first and second places,
with a third team Queritel placing seventh.

This outstanding performance by Jamaican student
entrepreneurs at this prestigious competitionis an amazing
feat and is an excellent platform on which to build, for the
DBJ, its partners and local universities. Already, the JVCP
has received expressions of interest from two local
universities wishing to join the current group of
institutions.

The NBMC has established a strong foothold in the
Jamaican entrepreneurial ecosystem and is now a critical
component of the DBJ-JVCP entrepreneurship
development. The sponsors of the 2018 NBMC were the
Inter-American Development Bank's Multilateral
Investment Fund, PanJam Investments, Musson
Foundation, Sagicor Group, Scotiabank Jamaica,
Restaurants Associates through their Burger King brand, GK
Capital Management, PetroCaribe Development Fund and
NCB Foundation. They have already signaled their
continued commitment and support of the initiative. It is
the DBJ-JVCP's intention to continue to grow and transform
theinitiative.

Promoting the supply of new
funding sources

i) Investments to date in funds

The DBJ, through the JVCP, committed USS$2.25
million to three funds which, among them, raised
some USS53 million from local investors and
USS$234.5 million in total, locally and
internationally. To date, the funds have made a
combined 17 investments valued at approximately
USS$142.8 million in Jamaica, the Caribbean, and
Central America. Twelve of these investments,
totalling US$43 million, were made in Jamaican
businesses.

The DBJ'sinvestmentsarein:

o Portland JSX Limited (a local limited partner
aggregation vehicle which was created
primarily to invest as a limited partner in the
Portland Caribbean Fund lIl). This investment
was madein2015/16.
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o Caribbean Mezzanine Fund | Limited (CMF1),
which is jointly managed by local fund
managers Eppley Limited and NCB Capital
Markets Limited. DBJ's commitments were
made in 2016/17, with periodic disbursements
made on receipt of capital calls.

o Sygnus Credit Limited, a private credit fund
geared toward providing non-traditional debt
solutions to SMEs. The DBJ investment was
madeinJune 2017.

ii) Call for Proposals from new fund
managers

On November 30, 2017, the DBJ issued its second
'Call for Proposals' from fund managers interested
in investing in Jamaican businesses requiring seed
capital, venture capital, growth and expansion
capital, large-scale private equity or infrastructure.
Atthe close of the 'Call' on February 28, 2018, three
proposals were received. They are currently being
reviewed.

iii) SME Fund

The Government of Jamaica has received financing
from the World Bank under its five-year Access to
Finance (A2F) Project which has among its
deliverables, advancing MSME financing in
Jamaica. One initiative under this project, that is
managed through the JVCP, is the establishment of
a private sector-managed SME Fund, anchored by
the Government.

It is anticipated that the Government will invest
USS5 million in the fund, for which the selected
private sector fund manager will be expected to
raise a minimum amount of US$10 million in
private capital. The Fund, when established, will
provide SMEs with increased access to finance and
provide them with strategic partnerships to grow
andscale their businesses.

Once the A2F project becomes effective early in
FY2018/19, it will include procurement of the fund
manager, with a target date to establish the fund by
mid-year fiscal 2019/20.

Legal, Regulatory & Taxation
Framework

A robust and sustainable private equity/venture capital
(PE/VC) industry requires an environment that is conducive
to seamless transactions by local and international
investors and, as such, one the JVCP's priorities has been
the identification and spearheading of activities to remove
legislative roadblocks.

Under the A2F project, a number of legal and regulatory
impediments have been identified. During the financial
year, the JVCP continued to work closely with, and to lobby,
the Government and its agencies, including the Financial
Services Commission, to address the legal and regulatory
issues that are likely to impact the availability of long-term
funding.

High onthe JVCP's agenda are:

- Finalization of amendments to regulations
regarding the limits for pension fund investments
inthe private equity asset class

- Finalization of the regulations relating to the
Partnership (General) and the Partnership
(Limited) Acts.

Looking to the future

The Financial Year 2018/19 will see the following
programmes beingimplemented:
I) Taxation:
Review of the taxation issues impacting
PE/VC investments by local and
international investors and recommending
necessary amendments;

ii) Ecosystem Developmentand Funding:

The establishment of a Venture Capital-
Private Equity Association with local,
regional and international private
sector membership & leadership.
Further engagement of the Jamaican
and Caribbean diaspora will be
achieved through this vehicle.
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Promotion of continuous professional iii) Entrepreneurship & Innovation:
training in private equity and other Establishment of a hub for innovation,

alternative investments through the
development and implementation of
the curriculum for a specialized training
module, in collaboration with the
Jamaica Stock Exchange's E-Campus

Establishment of new sources of

with private sector partnership &
leadership
Support of programmes to significantly
drive high potential entrepreneurship
and a deal flow of investment-ready
businesses;

innovation funding for startups iv) Hosting of Jamaica's 4" Venture Capital and Private
developing their prototypes or Equity Conference, attracting local, regional
minimum viable products and international entrepreneurs, investors
Further investment in new funds and fund managers.

providing financing at all phases of the

business lifecycle

Encouraging the deepening of the local

capital markets with long term private

equity funding for infrastructure

projects

Cold Bush Organics Ltd. farm organically grown premium Jamaican cocoa products which they manufacture a wide range
of products that include white and milk chocolates, cocoa butter and cocoa powder. The DBJ awarded the company an
IGNITE grant to help with the automation of its flavoured chocolate production process.
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PUBLIC-PRIVATE PARTNERSHIPS & PRIVATISATION

Recognizing the importance of accelerating the pace of programme execution, many of the activities of the Public-Private
Partnership and Privatisation (P4) Division during the Financial Year 2017/18, focused on assessing the privatisation process
to identify policy and operational initiatives to improve efficiency.

Two major consultancies undertaken during the period resulted in recommendations for significant policy amendments to
introduce new asset classifications and related transaction modalities, and a new procurement process for engaging

consultants. Once approved by Cabinet in the coming year, these amendments are expected to facilitate the DBJ's capacity
to deliver a scaled-up, more efficient and effective P4 programme.

During the year, the Division continued to execute its mandate to advance the Government's objectives for the P4
Programme through its multi-functional approach of managing transactions and assessing projects for development,

reviewing and implementing policy, managing funding for the programme, executing capacity-building activities and
evaluating programme performance.

FUNCTIONS AND OPERATIONS

ing
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Of note, the Division introduced, on the recommendation of the Economic Growth Council, multi-
transaction Enterprise Teams (ETs) and two such teams were established; the National Water
Commission (NWC) ET and an Urban Development Corporation (UDC) ET.

PERFORMANCE HIGHLIGHTS

PPF

Investments Facilitated and Savings Generated

DBJ-supported P4 transactions resulted in $17.5 billion in investment in the economy during the review period. Thisincluded
continued investments made by Kingston Freeport Terminal Limited (KFTL) in the Kingston Container Terminal (KCT), as part
of its committed development plan related to the port's privatisation and handover in June 2016. Savings of $175 million
were achieved based on the sale of Montpelier lands in this financial year and lease proceeds from the previous privatisation
process.

Transaction Management and Execution

During the year, the DBJ divested 103.16 acres of land at the Montpelier property to the Ministry of National Security while
four other projects advanced to the transaction stage and commenced the competitive tender process to identify suitable
investors. These were the Norman Manley International Airport (NMIA) PPP, Schools Solar and Energy Efficiency PPP, Fort
Clarence Beach Park lease and Rio Cobre Water Treatment Plant PPP.

Feasibility assessments to inform the transaction structure were underway for several other transactions. One transaction,
the Jamaica Railway Corporation PPP, was terminated during the period.
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Policy Review and Implementation

In December 2017, Cabinet approved amendments to the
GOJ's Public-Private Partnership Policy to recognise the
GOlJ's Public Investment Management System (PIMS) and
the role of the Public Investment Management Committee
(PIMC) and its Secretariat as the first point of assessment
for PPP project development, unsolicited proposals and
strategicinvestments.

Programme Funding

Since the inception of the Project Preparation Facility (PPF),
approximately USS1.9M has been committed under
contract for disbursement. During the review period, the
PPF provided project preparation support and technical
assistance to five projects.

Capacity Building

During the year, the DBJ hosted four capacity building and
sensitization sessions involving 131 attendees. These
included a Contract Management Workshop, Dispute
Resolution Board Workshop, and two sessions to discuss
the proposed changes to the GOJ's Privatisation Policy via a
Modalities Workshop and Procurement Policy Workshop.

Evaluation and Compliance

During the review period, the DBJ assessed 11 projects for
suitability for development as PPPs as part of the Public
Investment Management Secretariat (PIMSec) assessment
process.

TRANSACTION MANAGEMENT
AND EXECUTION

COMPLETED PRIVATISATION
TRANSACTIONS

Sale of Montpelier Lands

During the financial year, 103.16 acres of the Montpelier
property were divested to the Ministry of National Security
for $160.5 million. The Montpelier Citrus Company Limited
and Commissioner of Lands executed a sale agreement in
March 2018 for the sale of 75 acres of Block A and 28.16
acres of Block F of the Montpelier lands. The Ministry of
National Security (MNS) intends to utilize the lands to
establish a detention centre and to house a mobile reserve
unit. This development will enhance the MNS's security
capabilities in western Jamaica.

During the financial year,
the DBJ's Public-Private
Partnerships & Privatisation
Division began work on the
Rio Cobre Water Treatment
Plant as a PPP transaction.
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PRIVATISATION TRANSACTIONS
IN PROGRESS

As at financial year end, the following transactions were at
varying stages of the P4 project development process.

Wigton Windfarm Limited (WWFL) Initial
Public Offering (IPO)

WWEFL is being considered for privatisation via listing of
shares on the Jamaica Stock Exchange (JSE) via an Initial
Public Offering.

The DBJ supports the WWFL Enterprise Team (WWFLET) as
Transaction Manager and Secretariat. During the year the
DBJ, on behalf of the Petroleum Corporation of Jamaica,
engaged Ernst & Young to value WWFL; Mayberry
Investments as Financial Transaction Structure Advisor &
Stock-Broker to undertake the WWFL IPO and Patterson,
Mair, Hamilton as Legal Advisor. As at year end, the
Government's feasibility assessment was near completion
and the recommended transaction structure being
finalized with the WWFL Enterprise Team. It is expected
that the IPO will be completed by the third quarter

This transaction will signal the resumption of JSE listing as a
viable privatisation mechanism which will see the
broadening of the ownership base in the economy,
stimulation of local capital markets and the provision of
well-needed revenues to the Government.

Sale of GOJ's shares in Central
Wastewater Treatment Company (CWTC)
and Expansion of Soapberry Wastewater
Treatment Plant

The NWC is seeking to privatise its 85% shareholding in
Central Wastewater Treatment Company Limited
(Soapberry) to facilitate private investment to expand the
Soapberry Wastewater Treatment facility to meet the
projected increase in demand based on developments
contemplated. During the year, financial and legal
consultants were engaged through the Project Preparation
Facility and the GOJ's due diligence activities were

completed. As at financial year end, the valuation report,
transaction options analysis and recommended
transaction structure were being finalized. It is anticipated
that the transaction structure will be approved by Cabinet
by the second quarter FY 2018/19. This transaction will
increase revenues to the Government and mobilise private
investmentin infrastructure.

Privatisation of Fort Clarence Beach Park

The UDC, through the UDCET, is seeking to privatise the Fort
Clarence Beach Park via a long-term lease. The DBJ assists
the UDCET in this transaction. As at financial year end, the
pre-qualification process to identify a suitable private party
was completed and bid documents issued. It is expected
that the preferred bidder will be confirmed and the lease
terms approved by the second quarter of 2018/19.

Sale of the commercial assets of the Cocoa
Industry Board

Consequent upon termination of the discussions with the
previous preferred bidder in Financial Year 2016/17, and
the submission of recommendations by the DBJ on a
revised privatisation strategy, the Ministry of Industry,
Commerce, Agriculture and Fisheries (MICAF) has been
considering and assessing the approach to divestment. As
at financial year end, the DBJ was seeking to update the
valuation of the cocoa assets in anticipation of MICAF's
recommendation and approval by Cabinet on the
resumption of the process.

PUBLIC-PRIVATE PARTNERSHIPS
TRANSACTIONS IN PROGRESS

Norman Manley International Airport
(NMIA)

In June 2017, the Government, through a competitive
tender, prequalified eight bidders and issued to them the
draft Concession Agreement (CA) and the Request For
Proposal (RFP). Subsequently, the prequalified firms have
been conducting their due diligence, including site visits
and clarification questions on all aspects of the airport

operations.
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A bidders' conference, held in June 2017, provided bidders
with the opportunity to have face-to-face meetings with
the NMIA Enterprise Team and other Government
representatives.

The NMIA PPP process contemplates an upfront
negotiation of the CA prior to the bid submission and,
during the year, one round of negotiation plus follow-up,
one-on-one discussions were held with bidders.

The Government finalized the RFP and CA accordingly and,
as at year-end, Cabinet approval was being sought to issue
the final bid documents to the prequalified bidders to
facilitate the submission of their bids.

It is anticipated that the announcement of the Preferred
Bidder and commercial close will take place by the second
quarterof2018/19.

School Solar Project PV PPP

The National Education Trust (NET), through an ET
supported by the DBJ, has structured a PPP transaction that
will provide photovoltaic energy and energy efficiency
solutions to 30 secondary schools.

The objective of the project is to encourage energy
efficiency and conservation in schools and to utilize
renewable energy to save on energy costs.

The feasibility assessment was completed in the second
quarter of 2017/18 and Cabinet approved the transaction
structure and commencement of the transaction phase in
the third quarter. The transaction commenced in December
2017 with the publication of the Request for Qualification
which was ongoing as at year-end. It is anticipated that the
preferred bidder will be selected and commercial close
completed by the fourth quarter of 2018/19.

The project is expected to save the Government an
estimated $100 million annually based on an anticipated
40% reduction in energy costs and consumption at all 30
schools. Once the project proves to be successful, the
Government will consider scaling it up to cover 200
secondary schools.

During 2017/18, the P4 Division worked with the National Water Commission Enterprise Team to procure an
advisor to develop a feasibility study on the Northern Parishes Water Supply Project.
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Rio Cobre Water Treatment
Plant

The National Water Commission
(NWC) is seeking to establish a 15-
million-gallons-per-day water
treatment plant in Content, St.
Catherine, to meet the water
demand in the Kingston
Metropolitan Area (KMA). During
2017/18, NWC continued
negotiations with a private sector
firm for the implementation of the
projectviaaPPParrangement.

Under the PPP, the firm will design,
construct, finance and operate the
facility with the NWC making
payments based on agreed
performance targets being met. The
facility will be transferred to the NWC
atthe end of the contract.

As at year-end, the NWCET was
reviewing the transaction documents
and terms being negotiated and it is
anticipated that the final transaction
structure and terms will be agreed
and approved with commercial close
completed by the end of 2018/19.

Northern Parishes Water
Supply Project

The NWC is seeking to increase its
water supply capabilities to meet the
needs of a number of tourism and
housing developments planned for
the northern parishes of Jamaica.
Through funding received from the
Caribbean Development Bank and
the Inter-American Development
Bank a pre-feasibility assessment was
completed in the first quarter FY
2017/18.

Facilitating economic growth and development

Based on this assessment and
approval received from PIMC, the
development of a feasibility
assessment for a performance-based
contract for Non-Revenue Water
(NRW) will be undertaken. The
NWCET is currently initiating the
procurement process to engage an
advisor and it is anticipated that the
consultant will be in place by the third
quarterof2018/19.

Waste Management PPP
Project

The Government, through the
Ministry of Local Government and
Community Development (MLGCD),
is seeking to develop an integrated
solid waste management (ISWM)
programme that is driven by private
sector involvement in the municipal
solid waste sector.

In seeking to fulfil its mandate, the
DBJ facilitated the engagement of a
consultant through funding from the
Public-Private Infrastructure
Advisory Facility (PPIAF) to prepare a
pre-feasibility report to assess
readiness for privatisation and
identify areas where private sector
involvement would be feasible by
examining key technical, social and
financial features of the concept and
outline a road map for the
development of the project. The pre-
feasibility study was completed in
October2017.

In August 2017, the DBJ and the SWM
Enterprise Team commenced
discussions with the International
Finance Corporation (IFC) for the
provision of technical assistance to

assess the options for the structuring
of a public-private partnership (PPP)
transaction. As at year end, the
engagement was being finalised by
the MLGCD.

The assessment, which will
determine the optimal transaction
structure, is anticipated to be
completed by the final quarter of
2018/19.

Bath Fountain Hotel & Spa
and Milk River Spa

The Government, through the
Ministry of Tourism (MOT) is seeking
private sector investment and
innovation to undertake the required
capital investments to transform the
Bath Fountain Hotel & Spa (in St.
Thomas) and the Milk River Mineral
Bath (in Clarendon) into world-class
operations that will attract
international visitors, create
employment and other business
opportunities while maintaining
access to the mineral waters for
Jamaicans.

A feasibility study that was
completed in 2016/17 highlighted
several key recommendations to
facilitate the privatisation strategy
and engagement of the private
sector. During2017/18 the MOT and
the ET, supported by the DBJ, have
worked on finalising the privatisation
strategy with a view to making a
recommendation to Cabinet by the
third quarter of 2018/19.
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PROJECTS UNDER ASSESSMENT FOR
DEVELOPMENT AS PPPs

Centres of Excellence in Oncology and
Nephrology

The Ministry of Health (MoH) is seeking to develop Centres
of Excellence that will provide specialty tertiary care that
can reduce premature deaths from cancers and
complicated nephrological cases. In this regard, St. Joseph's
Hospital in Kingston and Cornwall Regional Hospital in St.
James were identified as suitable locations for the
development of these Centres of Excellence, given that
both sites have newly installed and active linear
accelerators (specialized equipment) and may be able to
otherwise accommodate the required facilities. The
Centres are expected to provide specialty screening and
tertiary medical care services and is also to be used for
medical training purposes.

The MoH received support from the PPF to engage a
Transaction Advisor to undertake a comprehensive
feasibility assessment as well as Transactions Advisory
Services to implement the project. As at year-end, the
procurement of the advisor was underway and the
engagement of the Transaction Advisor is expected to be
completed by the second quarter of 2018/19.

Caymanas Special Economic Zone (CSEZ)

During 2017/18, the Planning Institute of Jamaica
spearheaded the procurement of the consultant for the
feasibility assessment of CSEZ which culminated with a
Cabinet Decision on the engagement of International
Development Group Advisory Services, LLC (USA).

The feasibility study commenced in the second quarter of
2017/18 and is expected to be completed in the second
quarter of 2018/19. Phase 1, which included site
assessments, geological studies, market analysis, demand
forecast, financial modeling and a concept master plan for
the development, was completed atthe end 0f 2017/18.

Urban Development Corporation (UDC)
PPP Transactions

In September 2017, Cabinet gave approval for the
establishment of a UDCET to oversee specific Privatisation
and Public-Private Partnership (PPP) initiatives to be
undertaken by the UDC. The UDC intends to develop three
projects - a multi-storey office complex, a multi-storey
parking garage and an apartment complex - on the Kingston
Waterfront and is considering their implementation by the
private sector, under public-private partnership (PPP) or
privatisation arrangement(s).

A Strategic Financial Consultant was engaged by the UDC in
August 2017 and DBJ has assisted the UDC and the UDCET
in the development of these projects. As at year end, the
feasibility studies for the Downtown Projects were being
undertaken.

Macs Pharmaceuticals & Cosmetics 05 Limited is a St. Catherine-based
manufacturer of over-the-counter high quality products that include
creams, ointments, gels, solutions and tablets. A DBJ loan allowed the
company to acquire and install equipment to assist in the production of
eye dropsand IV fluid.
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PROGRAMME FUNDING:
PROJECT PREPARATION FACILITY

Funding for Project Preparation

Overall, USS$3.5 million has been allocated for project preparation and technical
assistance since the inception of the Project Preparation Facility (PPF) in June
2014.

The PPF is a component of the Foundations for Competitiveness and Growth
project (FCGP), Jamaica's flagship growth inducement initiative that is funded
by aloan from the World Bank. The PPF finances studies and technical assistance
to enable the Government to prepare and close large strategic investment
transactions with private sector participation.

Asatthe end of 2017/18, the PPF has contracted US$1.9 million in support of the
development of several P4 projects.

Projects receiving assistance to date for project preparation supportinclude the
School Solar PV Project, Central Wastewater Treatment Company, Caymanas
Special Economic Zone, Bath Fountain Hotel and Spa, and Milk River Mineral
Bath. Technical assistance support to the Attorney General's Chambers'
Commercial Task Force has facilitated the commercial and financial close of four
transactions since inception.

It is expected that several other projects will benefit from the PPF in the coming
financial year, including projects being considered by the Urban Development
Corporation, National Water Commission, Ministry of Health and Ministry of
Tourism.

VS InE NS
Facilitated to date
from the close

of 4 transactions
since inception

POLICY REVIEWS

Revision of the Privatisation
and PPP Policies

During the financial year, consul-
tations continued on amendments to
the Privatisation and PPP policies.

Cabinet, in December 2017,
approved amendments to the
PPP Policy to recognise:

a) The Government's Public
Investment Management
System (PIMS) and the
role of the Public
Investment Management
Committee (PIMC) in PPP
project development and
approval process.

b) The Government's Public
Investment Management
Secretariat (PIMSec) as
the first point of contact
and assessment for all
Unsolicited Proposals and
Strategic Investments.

These revisions were
subsequently tabled in the
Houses of Parliament in April
2018.

Over the years, the DBJ has
experienced significant delays
in procuring consultants for
project development. The
Bank's research indicate that
the speed of transactions is
largely influenced by several
critical factors, including the
procurement regime to
engage consultants. During
2017/18, the Planning
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Institute of Jamaica, through the Foundations for Competitiveness and Growth Project (FCGP), engaged a
procurement consultant from the International Procurement Institute Jamaica Limited (INPRI) to prepare a Manual
for the Procurement of Consultants for PPP & Privatisation transactions detailing a modified procurement process
that would reduce the timelines to engage consultants, while maintaining equity and transparency. As at year end,
consultations were being undertaken with the Procurement & Asset Policy Unit at the Ministry of Finance & the
Public Service for theirapproval.

The DBJ engaged Castalia Strategic Advisors to review processes and procedures and to make recommendations for
new modalities to undertake privatisation transactions in order to improve efficiencies in P4 transactions. A series
of preliminary consultation sessions were held with key stakeholders and a Policy Steering Committee formed to
oversee the consultation process to finalise the policy amendments. Subsequent consultations are currently being
undertaken and a Cabinet approval will be sought in 2018/19 for the proposed policy amendment on the
privatisation programme.

CAPACITY-BUILDING PROGRAMME

General PPP Capacity Building within
the GOJ

Acknowledging the importance of building the capacity of
the Government to develop and execute P4 transactions
effectively and efficiently, during the year of review, the DBJ
continued its programme of capacity-building workshops.
In keeping with the DBJ's corporate strategy, the P4 Unit
achieved its mandate for the FY 2017/18 by executing four
training activities.

Contract Management Workshop: A training
workshop on Contract Management was held in
June 2017 involving over 20 Government officials
from entities involved in projects that are currently
at the transaction or implementation stage, and
DBJ staff. Audley Deidrick, President and Chief
Executive Officer of Airports Authority of Jamaica
(AA)) facilitated the training session drawing from
the AAJ's 15-year monitoring of the concession for

West Indies Petroleum Company Limited (WIPL) operates as a petroleum
marketing, distribution and retailing company with a licence to operate as a
petroleum importer and bulk distributor. Additionally, it bunkers and
provides refueling services to ships at the Port of Kingston, Kingston Wharf,
Kingston Container Terminal and in Montego Bay, with expansion plans to
incorporate the ports in Falmouth, Trelawny, and Ocho Rios, St. Ann. WIPL
received a DBJ loan and partial guarantee in April 2017 through First Global
Bank for working capital, allowing the creation of 17 new jobs for a total of
38employees.
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the Sangster International Airport (SIA) and the
lessons learned.

Content included understanding contract
management and how it creates value for the
Government; skills and behaviours required for
successful contract management and risk
processesin contract management.

Legal Training and Discussion Forum on Dispute
Boards as Dispute Resolution Mechanisms: In
June 2017, the P4 Unit, in conjunction with the DBJ
Legal Unit, hosted a one-day legal training and
discussion forum for Government officials and
attorneys on the topic Dispute Boards as Dispute
Resolution Mechanisms to ensure completion of
projects under Concession Agreements.

The forum was facilitated by Jose Antonio Rivas, a
Legal Consultant of Arnold and Porter Kaye Scholer
basedinthe USA, and aimed to increase awareness
of dispute boards as an effective dispute
settlement mechanism enabling completion of
infrastructure projects planned under agreements,
such as concessions. Thirty-five participants from
Government agencies attended the forum.

The training activities of the forum were approved
as Continuing Legal Professional Development of
attorneys-at-law and 17 attorneys were awarded
credits by the Accreditation Committee of the
General Legal Council.

Privatisation Modalities Workshop

The DBJ facilitated two workshops with key
stakeholders on the proposed updated
privatisation modalities which were facilitated by
David Ehrhardt, CEO, Castalia Strategic Advisors.
These were held in July and October 2017. The
workshops were undertaken as preliminary
consultations on the recommendations of the
consultancy which assessed the Government's
privatisation policies, laws and procedures to

develop a framework that more efficiently
executes privatisation transactions. Thirty-seven
officials from various Government ministries,
departments and agencies attended the
workshop.

The feedback from the workshop has been
included in Castalia's final recommendations to
the DBJ on the revised privatisation modalities.

Procurement Consultation Workshop

As part of the consultation process with INPRI, a
workshop was held in February 2018 with key
stakeholders to present and discuss the draft
procurement manual entitled “A Guide to
Procurement of Consultants for Privatisation and
Public-Private Partnership Transactions.”

Thirty-three persons, including technical personnel
and procurement practitioners from several
Government ministries, departments and
agencies, participated in the workshop. Feedback
from the participants has been included in INPRI's
final recommendationsto the DBJ.

Partnering with JAMPRO at CARIF 2017

The DBJ, through the P4 Unit, partnered with JAMPRO and
collaborated with the NWC and the UDC to host an
investment opportunities breakfast in December 2017 at
the 2™ annual Caribbean Infrastructure Forum (CARIF
2017), held at the Hilton Rose Hall Resort and Spa in
Montego Bay.

The breakfast aimed to promote Jamaican investment
projects in infrastructure to over 40 local and international
investors and financiers who attended the event.

Presentations focusing on the urban renewal of downtown
Kingston and potential investments in real estate were
delivered by Dr. Damian Graham, General Manager of the
Urban Development Corporation, while Mark Barnett,
President of the National Water Commission, spoke on the
NWC's capital investment programme as viable investment

opportunities for the private sector.
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RISK MANAGEMENT AT THE DBJ

Since implementation in 2012, Enterprise Risk Management (ERM) has been integral in the achievement of the Bank's
mission and vision. By taking risks, the Bank becomes a catalyst for growth in the economy. However, the DBJ realises that if
risks are not properly managed, then the Bank could face unexpected and possibly severe financial distress or fail to take
advantage of opportunities.

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. Therefore, the Bank manages its risks 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, monitoring and evaluation.

DBJ's ERM Framework

The DBJ's customized Integrated Enterprise Risk Management Framework was influenced by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO), the International Organization for Standardization - ISO 31000:2009
ERM frameworks and other established frameworks; and has facilitated a structured and disciplined approach towards
managing risk. This structure is applied to all categories of risks across functional, structural and departmental silos including
strategic, credit, market, liquidity, operational, cyber and reputational risks. The framework considers the following:
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DBJ's Enterprise Risk Management Governance Structure

Dr. Adrian Stokes
(Chairman)

A. Cecile Watson

Sherene Goldin
‘Campbell ERM SUB-
COMMITTEE
MEMBERS
Milverton Reynolds Barrington Chisholm

Kerry-Ann McKoy
Tulloch
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Role of the ERM Board Sub-Committee

Approval
Reviews high-level risk management
reports and makes recommendations to
Management and the Board

Policy
Approves and monitors ERM and other
risk policies and makes
recommendations to the Board.

Decision Making &

Assurance
Makes decisions regarding critical risk
treatment options. Establishes assurance
processes to ensure an effective ERM
programme is in place.

Management of Risks
Assesses the management of key
business risks within the risk
management policy and risk tolerance
levels.

THE DBJ's Risk Management process

Development Bank
of Jamaica Limited Annual Report 2017-2018
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DBJ's Risk Appetite & Tolerance Levels

Risk Philosophy

Risk Appetite - The amount and type of risk an organization
iswilling to pursue to achieve strategic objectives.

Risk Tolerance — The amount of uncertainty an organization
is prepared to acceptin pursuit of strategic objectives.

The DBJ believes that risk appetite and risk tolerance levels
are the cornerstones of its risk management framework.
Risk appetite and risk tolerance levels establish risk culture
and are directly connected to both operational
management “on the ground” and strategic decision
making at the Board and Management levels. The DBIJ
measures and monitors appetite and tolerance using
clearly defined metrics, such as capital at risk. The DBJ's
capital is the fuel with which it pursues its strategic
objectives, and as such key risks are represented in terms of
capital exposure to ensure adequate buffers are in place to
absorb potential losses.

The DBJ operates in an environment of great uncertainty;
however, as a development bank, certain risks are
inevitable while some should be exploited to fulfil our
mandate to facilitate economic growth and national
development. The DBJ is on a continuous path of self-
improvement to ensure the necessary systems, policies,
procedures, analytical tools, human and technical
resources are in place to help effectively manage risks.

Managing Risk Appetite and Tolerance
Levels

The DBJ has defined risk appetite levels and risk tolerance
thresholds for each of its strategic objectives, major
business activities and risk categories. Risk appetite and
tolerance levels are aligned with strategic objectives and
monitored using clearly defined and measurable metrics.
Levels and thresholds have been established by the Board's
ERM sub-Committee and approved by the Board of
Directors. Adherence with these levels and thresholds is
assessed & reported on quarterly to the ERM Board
Committee.

Data Science for Risk Management

Enterprise Risk Management requires understanding of an
organization, the environment it operates in, and its
internal and external stakeholders.

The DBJ relies on different types of data from numerous
sources to manage risks and identify opportunities. To
ensure as much value as possible is acquired from the
available data, the DBJ has openly embraced Data Science
inits Risk Management Process.

Data Science is an interdisciplinary field that employs
mathematics, statistics, computer science and domain
expertise to extract useful insights from data in various
forms and from various sources. Data Science was
introduced for the following reasons;
= |tisapplicableto many differentfields,
= |t relies on domain expertise, teamwork
and knowledge sharing,
= |t can be used to help answer important
guestions and discover questions that
should be asked,
= The Data Science process is cyclical,
requiring results to be tested, methods
reviewed and models improved to ensure
optimal valueis produced.

Optical Solutions International Limited provides ophthalmic care ranging
from minimal eye care to surgeries and prescription lenses and frames for
sale. ADBJ loan allowed the company to purchase optical equipment and

maintain or create approximately 40 jobs.
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DBJ's Data Science Process

* Selection

* Preprocessing

* Integration

* Transformation

Obtain the
Data

* Visualization
* Data Mining
» Statistical Analysis
* Machine Learning

Model the
Data

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 (AFls) and Micro Finance
Institutions (MFIs). The Bank employs prudent credit risk
management tools and strategies to manage credit risk.

The DBJ's Credit Risk Management framework is a
combination of strategic & reputational assessments,
predictive credit risk models, periodic reporting, and Board

State the
Question

Explore
the Data

ommunicate
isualize the
results

* Analysis of Requirements

* Understanding the
Domain

* Understanding the Data

* Visualization
* Data Mining
* Statistical Analysis
* Machine Learning

* Report Finding and
Discuss

* Revisit previous stages

* Integrate into Business
Process

& management reviews. The DBJ's Credit Risk Model toolkit
uses a combination of the CAMEL methodology, scenario
analysis and machine learning algorithms, such as decision
trees and logit models to estimate default probabilities and
expected losses. Credit decisions are also made based on
alignment with the Bank's risk appetite and tolerance
levels, as defined by its Board of Directors.

Market Risk

The DBJ is exposed to the risk that movements in specific
market variables, including interest rates and foreign
exchange rates, will have on income and/or portfolio value.
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Forward-looking risk indicators based on time series
forecasting, value at risk models and the movement of
market variables are monitored by the Risk & Compliance
Unit. In the event these risk indicators signal a potential
loss/gain, pre-set management responses are triggered.
Management responses are guided by the Bank's policies
and strategies.

Liquidity Risk

Liquidity Risk is the risk arising from the DBJ's potential
inability to meet all payment obligations or financial
demands when they come due or only being able to meet
these obligations at excessive costs. The DBJ's Finance and
Treasury Division ensures fulfilment of payment obligations
and management of liquidity and funding risks within risk
appetite levels, through continuous cash flow monitoring,
forecasts based on liquidity drivers, and regular
communication with Divisions centred on cash flow
requirements and uncertainty of cash inflows.

Strategic Risks

Strategic risk refers to the risk that the DBJ's execution of
strategies and/or achievement of business objectives will
be affected by internal and/or external events. The Bank's
risk management structure was designed to integrate risk
management with strategy management. The Strategic
Services Division is responsible for managing objectives
and goals, which guide the setting of risk appetite and
tolerance levels. The Risk & Compliance Unit is responsible
for managing the risks faced in the pursuit of these
strategies. Strategic risks are actively monitored and
assessed with regular reporting to the ERM sub-Committee
and Board.

Operational Risks

Operational risks emanate from the execution of business
activities. Operational risks are identified, analyzed and
monitored at the departmental level with quarterly
assessment and reporting occurring at the Senior
Management level. Operational risks that have a bigimpact
on the Bank or a relatively high likelihood of occurrence are
escalated to the level of Key Business Risk (KBR), which are
given special managerial and Board attention.

The DBJ's Operational Risk framework is a combination of
risk registers influenced by BASEL Il methodologies, capital
allocation to potential operational losses, and the
application of network analysis. This approach has the
following advantages:
= Allows for the identification of business continuity
issues before incidents,
= The mapping of granular day-to-day operations
and relationships across Divisions to ensure
enterprise-wide communication and proper
governance practices are being adhered to,
=  Guaranteeing that risk mitigation strategies are
linked to the sequence of events which could result
inadownsiderisk event.

Cyber Risks

Cyber Risk refers to potential loss resulting from breaches
of, or attacks on, information systems. The DBJ's IT systems
combat threats from malware, hacking, targeted fraud
attacks, and unauthorized access. A Cyber Risk event can
have the following impacts:

= Disruptionto operations

=  Reputationaldamage

= Misappropriation of funds or assets

=  Financial losses to the DBJ, and or its internal or

external customers
= |mpacttointegrity of financial reporting processes

The DBJ's Cyber Risk management framework includes the
following:
= Penetration and Vulnerability testing of systems
outsourced toan IT security firm
= Devices are password protected and Internet
traffic monitored for threats and misuse
= Staff Awareness programmes
= Access to sensitive data and storage locations by
Staff are managed by MIS and formal requests with
justification are required for any Staff to gain
access to any source of sensitive data.
= Cyber Risk Policy (to be approved by the Board of
Directorsin 2018/19FY)
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Reputational Risks

Reputational risk is the risk of an event changing how the
DBJ is perceived by local and international stakeholders.
This can lead to lose/gain in revenue, funding
opportunities, and overall ability to achieve objectives.

Downside Reputational risks can emerge if the DBJ:
Fails to deliver satisfactory standards of service
Fails to comply with legal, statuary laws and ethical
standards
Commits operational failures
Fails to adhere to DBJ'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 DBJ manages reputational risks through the
establishment of policies, documentation of key processes
and procedures, and ensuring the adherence of good
governance principles throughout the organization's
structure. To quantify reputational risks surveys and social
media sentiment analysis are used to measure and monitor
the public's awareness and perception of the DBJ and its
counterparties.

True Shade Cosmetics Ltd. is a manufacturer of skin and beauty products
from natural minerals and by using sustainable green practices. An
IGNITE grant from the DBJ allowed the company to build capacity,
acquire new equipment, redesign its packaging and improve its
marketing, among other things.

Risk Reporting

The DBJ performs monthly, quarterly and annual risk
assessments, the results of which are presented to the
Management Team, ERM sub-Committee and the Board of
Directors. The Risk and Compliance Unit uses a
combination of techniques to disseminate and report on
Risk, these include dashboards, presentations, and
infographics

Compliance Management

The DBJ manages compliance with prudential regulations
and standards, and other regulatory requirements both
local and international. This is achieved using a
combination of policies, procedure manuals and data-
driven models to pre-empt compliance issues. Compliance
is monitored using defined metrics that measure level of
compliance and dollar value losses due to levels of non-
compliance. Compliance reports are provided to the Board
ona monthly basis.

Risk and Compliance Sensitization

The DBJ understands the practice of risk and compliance
management is applicable to the personal and professional
lives of its employees. For this reason, an on-going
programme was launched in 2016 to educate all staff and
the Board about approaches to Risk Management and best
practices. The goal of the programme is to encourage the
seamless integration of risk and compliance management
in stakeholder's daily work flows. The programme uses
quizzes, “what-if” scenarios and infographics to relate risk
and compliance to everyday situations.

Risk Champions - Catalyst for effective
Risk Management

Risk Champion — A designated officer who by
virtue of his/her expertise champions a particular
aspect of the risk management process

The Risk Champion Initiative was launched and approved
by the Board of Directors in the 2017/18 financial year.
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Risk Champions support the risk management process in specific areas across the DBJ, bridging the gap between policies and
the reality of implementation. Each Division and Unit has at least one designated Risk Champion. The Risk Champion Group
meets monthly to report on risk events, for risk management training, and to discuss recommendations for improving
operational processes across the DBJ. The Risk Champion Group reports to the ERM sub-Committee.

Approved Risk Management and Compliance Policies

In executing its day-to-day functions, the Risk & Compliance Unit is guided by several Board approved policies, internal
manuals and the Risk Appetite & Tolerance Statement. Department policies also include risk management measures to
ensure the responsibility of managingriskis shared across business lines and levels.
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Enterprise Risk
Management Framework
& Policy

Compliance Policy

Anti-Money

Laundering/Anti-Terrorism
Financing (AML/ATF) Policy

Risk Appetite and
Tolerance Statement

Department Policies

DBJ's Risk Management Framework
recognized

Public Sector Corporate Governance Awards

The Private Sector Organization of Jamaica (PSOJ) in
collaboration with the Ministry of Finance and the Public
Service on Wednesday, December 13, 2017 issued six
awards under its Public Sector Corporate Governance
Initiative. The DBJ was awarded the Risk Measurement and
Internal Controls Award.

DBJ's 2016/17 CariCRIS Rating

The Caribbean Information and Credit Rating Services
Limited (CariCRIS) re-affirmed the Development Bank of
Jamaica's “adequate creditworthiness” ratings for the
Financial Year ended March 31, 2017.

The DBJ's Corporate Credit rating of CariBBB+ (Foreign
Currency Rating) and CariA- (Local Currency Rating)
continues to have a stable outlook. The DBJ's rating on the

The DBJ's Corporate Credit rating of
CariBBB+ (Foreign Currency Rating)
and CariA- (Local Currency Rating)
continues to have a stable outlook.

national scale improved, moving from jmAA to jmAA+. The
regional scale ratings indicate that the level of
creditworthiness of the DBJ, adjudged in relation to other
obligors in the Caribbean, is Adequate. The Jamaica
national scale rating indicates that the creditworthiness of
local currency debt of the DBJ, adjudged in relation to other
local currency debt obligations in Jamaica is High. These
ratings include 2-notch uplift for the high likelihood of
support if needed from its sole shareholder, the
Government of Jamaica (GOJ).
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DBJ's Ratings re-affirmed by CariCRIS

The Caribbean Information and Credit Rating Services Limited (CariCRIS) has re-affirmed the
Development Bank of Jamaica's “adequate creditworthiness” ratings for the Financial Year ended
March 31, 2018.

CariCRIS has reaffirmed the assigned Corporate Credit ratings of CariBBB+ (Foreign Currency Rating)
and CariA- (Local Currency Rating) on the regional rating scale and jmAA+ (Local Currency Rating)
and jmAA (Foreign Currency Rating) on the Jamaica national scale to the US $5 million debt issue
(notional) of the Development Bank of Jamaica Limited (DBJ).

The regional scale foreign currency ratings indicate that the level of creditworthiness of this obligor,
adjudged in relation to other obligors in the Caribbean, is adequate. The Jamaica national scale
ratings indicate that the creditworthiness of debt issued by DBJ, adjudged in relation to other debt
obligationsinJamaicais high.

These ratings include a 2-notch uplift for the high likelihood of support if needed from its sole
shareholder, the Government of Jamaica.

The supporting factors for CariCRIS' rating were as follows:
Sound risk management framework supporting strategic planning and business processes
The Strategic importance to the GOJ as the lead development financier and divestment
manager of state assets
A growing capital base supported by healthy capital adequacy ratio and good liquidity
Good financial performance supported by continued revenue and asset growth

CariCRIS also expressed the view that the DBJ's overall approach to risk management is strong and
the Bank's ERM framework will serve to minimize the impact of any shocks to capital, should they
occur. The ratings agency's sole constraining factor was high sovereign risk exposure in spite of
improved economic conditions.

CariCRIS is the Caribbean's regional credit rating agency aimed at fostering and supporting the
development of regional debt markets. A CariCRIS credit rating is an objective assessment of an
entity's creditworthiness relative to other debt issuing entities and provides a regionally relevant
risk assessment of entities and the debt that they issue within a wider context of an analysis of
economictrends and financial developments.
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CORPORATE GOVERNANCE

'The DBJ, a leader in corporate governance...'

The Bank's philosophy is that good and
sound corporate governance ensures
that the organisation complies with
regulations and laws; and that its
operations are sustainably, responsibly
and efficiently managed in the interests
of its stakeholders and shareholder.

The 2017/18 Financial Year saw the DBJ demonstrating its
commitment and resolve to ensure that good corporate
governance practices are promoted. At the DBJ, our values,
policies, guidelines and Code of Ethics are important tools
inour approachtodoingbusiness.

The Bank's philosophy is that good and sound corporate
governance ensures that the organisation complies with
regulations and laws; and that its operations are
sustainably, responsibly and efficiently managed in the
interests of its stakeholders and shareholder.

The Board of Directors, sub-Committees, senior
management and staff have all recognized and contributed
to the Bank's success of maintaining a strong governance

A teacher and students at the
Lister Mair Gilby School for the
Deaf examine the U-TOUCH Il
application on a tablet. The DBJ
provided a grant to the University
of Technology to develop software
to teach standard English to deaf
and hard-of-hearing students.

system by adhering to its core principles of fairness,
performance and responsibility, accountability, disclosure
and transparency, integrity and ethical behavior. Therefore,
good corporate governance underpins the DBJ's systems of
accountability, transparency and efficiency.

DBJ operates in an environment where risk changes rapidly,
and our team understands that a strong ethical compass is
central to navigate those challenges, especially those
associated with international matters where the laws,
environmental requirements and social conditions differ.
As a result, the DBJ fully conforms to key internal and
external regulations established to ensure efficiency in its
operations. Theseinclude:

The Government of Jamaica Corporate

Governance Framework for Public Bodies (2012)

The Public Bodies Management Accountability

Act (2012)

Financial Administrative & Audit Act

Companies Act of Jamaica

The DBJ Whistleblower Policy (2018)

m
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DBJ’'s CORPORATE GOVERNANCE STRUCTURE

The Board of Directors oversees the
strategic direction of the Bank through
a majority ofindependent directors.

The role of the Managing Director and
Chairman are separated to ensure a
clear distinction between the
Chairman's responsibility to oversee
the Bank's strategic policy direction
and the Managing Director's
responsibility to manage the Bank's
operational activities, inclusive of
implementation of programmes and
projects.

The division of responsibilities
between the Chairman and the
Managing Director is clearly
established and set out in the Bank's
Corporate Governance Charter.

The primary role of the Board is to
protect and enhance long-term
shareholder value. It sets the overall
strategy for the Bank and supervises
senior management. It also ensures
that good corporate governance
policies and practices are
implemented within the Bank.

In the course of discharging its duties,
the Board acts in good faith, with due
diligence and care, and in the best
interests of the Bank, its shareholders
and stakeholder. The Board currently
comprises 10 members who
contribute their wealth of experience
spanning several disciplines to the
continued success of the DBJ. Their
biographical details are set out on the
Bank's website with regular updates if
orwhendirectors change.

The Board and management are committed to maintaining a high standard
of corporate governance practices within the Bank and, to this end, devote
considerable effort to identify and formalize best practices.

Sound and effective corporate practices are fundamental to the smooth,
effective and transparent operation of the Bank and its ability to attract
investments, protect the rights of its shareholder and stakeholders, and
enhance the quality of life for all Jamaicans.

Set out below is the Bank's current corporate governance structure:

DBJ LEADS IN CORPORATE GOVERNANCE

The DBJ has demonstrated its leadership in corporate governance in the
Private Sector Organisation of Jamaica/Ministry of Finance and the Public
Service Public Sector Corporate Governance Award ceremony held
December 2017, by winning two of the four sectional awards for Compliance
and disclosure of information and Risk Measurement and Internal Controls,
and placing second overallin the competition.

This means that the DBJ promotes awareness and adherence to the
principles of good corporate governance, encourage improvements in the
standard of corporate governance disclosure and has established high
standards of corporate governance disclosures and practices. The Bank was
alsothe winner for the Best Annual Report 2016/17.
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DBJ staff celebrate with the awards
won at the PSOJ's inaugural Public
Sector Corporate Governance Awardes.
From right to left are Milverton
Reynolds, DBJ's Managing Director;
Dorothea Simpson, General Manager,
Finance & Treasury; Blaine Baker,
Manager Quality Assurance; Shakira
Pickersgill, Legal Officer & Company
Secretary; Cleveland Malcolm, General
Manager, Management Information
Systems; and Randre Bennett, Risk &
Compliance Officer.

y

During the financial year, the Board was pro-active in its approach to ensuring the DBJ's corporate governance
systems were fully aligned with the Government's and globally accepted standards by undertaking a fulsome
review of the company's Corporate Governance Framework. This was conducted through a consultancy
arrangement and involved development and/or updating of key charters such as Governance and Board Charter,
and terms of references for sub-committees including the ERM, IFLC, HR & Compensation.

The Board has approved new terms of references for the ERM and IFL committees, with the review at a significant
stage of completion. Thisisin addition to the establishment of a Corporate Governance sub-committee.

BOARD COMPOSITION, PARTICIPATION AND INVOLVEMENT

Meeting Attendance 201718

= BOD
= ACRC
= ERM
" HRE&C
m |FLC

The Board collectively has the right mix of skills,
competencies, experience and diversity enabling the DBJ to
achieve its purpose and strategy.

The Board and management work collaboratively to
develop and execute the Bank's corporate strategy by
actively contributing their professional expertise and
experiences to ensure that the company is effectively and
efficiently contributing to Jamaica's 'Vision 2030' of making
the nation the place of choice to live, work, raise families
and do business.
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During the period under review, the Board of Directors met at least once monthly and engaged in a combined 29 meetings
with an average attendance record of six Directors for board meetings.

The attendance record of each of the Directors for the Board and sub-Committees meetings held during 2017/18 is listed at
Table 1:

Table 1 - DBJ's Board and sub-Committees' Meeting Attendance

Name of Director Board Audit & Enterprise HR & Investment,
of Conduct Risk  Compensation Finance & Loans
Directors Review Management Committee Committee
Committee
Meetings Held 10 6 5 1 7
Executive Directors:
Milverton Reynolds 10 5 7
Carlene O’Connor? 1
Veronica Warmington? 2 2

Independent Directors:

Paul B. Scott? 10 1 5
Barrington Chisholm 6 3 1 6
Sherene Golding Campbell 8 6 4
John Jackson 8 4 4
Kerry-Ann McKoy Tulloch 7 3 6
Christopher Zacca* 1 1
Adrian Stokes 5 5
David Wan 8 6 5
A. Cecile Watson 9 3 1 7

Key Board Activities

In performing its roles and functions, the DBJ Board, met on a monthly basis, deliberated and made decisions on key
initiatives in achievement of the Bank's corporate objectives thatincluded.

Approval of Corporate Plan and Budget

Appointment of External Auditors

1 Appointed to the Board effective February 19, 2018
2 Resigned effective June 01, 2017

3 Appointed Board Chairman October 20, 2017

4 Resigned effective April 30, 2017
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MFI Policy review and approval
Post-Privatisation monitoring

Loan monitoring and approvals

Direct and NPCB Lending

Capacity Development Grant approvals

AFl accreditation

Key Performance Indicators (KPIs) monitoring
Monthly review of Managing Director's Report
Performance Assessment for VTA Programme
Amendment to the CEF Security Sharing Trust
Deed under Access to Finance Programme
Working Capital Monitoring

Strategic Sector Investment Initiative — New
sector identification

Business Performance and Job Assessment Study
Winding up of Jamaica Development Bank (JDB)
Monitored strategies implemented to reduce loan
arrears

Oversight of NPCB, inclusive of plans to re-
structure the NPCB

HEART Trust/NTA Support Programme

Financial distribution to Ministry of Finance and
Public Service

Updating of AFI Credit Risk Rating Methodology
DBJ Communication Programme

Harmony Cove Project

Corporate Governance Charter Review
Sponsorship of projects/programmes BO0% |
Approval of Whistle-Blower Policy k

Board Size and COmposition Independent Directors B Executive Director

Issues are deliberated by a mix of executive and
independent directors. As at March 31, 2018, the Bank's

10-Member Board of Directors comprised of 70% Board Talent DlverSIty

independent directors — more than the required 25% - and The Directors on DBJ's Board come from various business
maintains its independence through the separation of its and professional backgrounds and possess a strong and
governance and management functions. diverse pool of skills, knowledge, qualifications,

experience, gender and age, a critical principle of good
Four of 10 (40%) Board members are women. This 60:40 corporate governance as prescribed by the Government of
ratio aligns the DBJ with global best practices on gender Jamaica Corporate Governance Framework (Principle 9).
quota. The 10-member body share their collective expertise and

have made a significant contribution of their skills to assist
the Bankin achievingits objectives and add optimal value.
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All DBJ directors are competent in general management and strategic management; while 90% in development
finance/economics and risk management.

The table below highlights publicand private sector Directors and their respective skills set.

Table 2 - Directors Skills Set

Independent Director Executive Directors
Paul Barrington Sherene John Kerry-Ann Adrian David A. Carlene Milverton
Scott Chisholm Golding Jackson McKoy Stokes Wan Cecile O’Connor | Reynolds
Campbell Tulloch Watson
Public Sector Private Private Private Private Private Private Private Private Public Public
(Pub)/ Private
Sector (Pvt)
Skills
Development v 4 4
Banking
General v v v v v v v v v v
Mgmt
Banking, v v v v v v v v
Finance, Loan
Mgmt &
Economics
Audit v v v
Strategic v v v v v v v
Mgmt
Venture Capital v v v
Public-Private v v v v
Partnership
Human v v v v v
Resources
Risk v v v v v
Mgmt
Marketing & v v v v
Communication
Legal v v
Insurance v v v v v
Information, v
Communications
& Technology

Board sub-Committees

The Board delegates its powers and authorities from time to time through four sub-Committees:
Audit and Conduct Review Committee (ACRC)
Enterprise Risk Management Committee (ERM)
Investment Finance and Loans Committee (IFLC)
Human Resource and Compensation

This ensures that operational efficiency is maintained and specificissues are being handled with the relevant expertise. Each
of these sub-committees has its specific duties and authorities set out in its own terms of reference, which are embedded
withinthe Corporate Governance Charter.
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Investment, Finance & Loans Committee

Members Christopher Zacca, Chairman up to April 30, 2017; Paul B. Scott, Chairman,
effective May 1, 2017; Barrington Chisholm, John Jackson, Kerry-Ann McKoy

Tulloch, David Wan, A. Cecile Watson, Milverton Reynolds

Major responsibilities 1,  Recommends to the Board of Directors policies and changes to policies
relating to investment, finance and loans;

2. Monitors the investment portfolio to identify and manage risks e.g.
liquidity risks associated with exchange rates and interest rates that
might affect the Bank’s commitments;

3. Approves and or recommends investments and divestment of
properties or companies under the Government of Jamaica divestment
programme;

4. Approves loans to AFls within loan limits set by the Board

Key activities during
2017/18

Review Corporate Plan and Budget

Monitor and review of investments

Review and recommend loans for approval — AFl, MFI, NPCB and Direct
Performance appraisal incentive approval

Monitoring of operational expenses

Monitoring Global Bonds Custodial arrangements

Monitoring of Divestment Escrow Account

NounkrwneR

Human Resource & Compensation Committee

Members Christopher Zacca, Chairman up to April 30, 2017; Paul B. Scott, Chairman,
effective May 1, 2017; Barrington Chisholm, A. Cecile Watson, Milverton Reynolds
Major 1. Ensures that the Bank has up-to-date policies and procedures which
responsibilities govern its employment practices and are in accordance with the
guidelines of the Ministry of Finance and the Public Service, and are
in compliance with the Jamaica 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 of Jamaica guidelines
Key activity during Review and approve performance incentive payment
2017/18
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Enterprise Risk Management Committee

Members Adrian Stokes — Chairman, Barrington Chisholm, Sherene Golding Campbell,
Kerry-Ann McKoy Tulloch, A. Cecile Watson, Milverton Reynolds

Major responsibilities 1.

Key activities during
2017/18

Establishes and reviews risk tolerance levels and makes
recommendations regarding the overall risk appetite of the DBJ to the
Board of Directors

Assesses the management of key business risks within the risk
management policy and risk tolerance levels;

Monitor Operational Risks

P4 Monitoring & Accountability Tool

Sector Analysis of MFI

Foreign Exchange Exposure (FOREX) Dashboard monitoring
Liquidity and investment monitoring

Lending Risk Appetite and Tolerance Review

AFl and MFI reporting

NPCB monitoring

Monitoring of DBJ’s loan portfolio

. Review AFl and MFI accreditation

. Recommend for approval ERM Committee’s Terms of Reference

. Security Dealers dashboard monitoring

. Operational Plan performance review

. CariCRIS annual assessment

. Key Business Risk reporting

. Review Microfinance (MFI) Lending Policy

. Review the evaluation of applicants for Custodial Investment Funds

Board Evaluation 2017-2018

The DBJ is committed to fostering a culture of good corporate governance practices, highlighted in its 2017/18 Board of

Directors evaluation.

The completion of the evaluation which was done via a survey, signals the Bank's further compliance with the Government of
Jamaica's Corporate Governance Framework.

The framework is used by Jamaican public bodies to assess the performance of public boards, board committees, board
chairs and individual board members. The Board Performance Evaluation framework takes best practice governance
standards and principles for boards into account and utilizes 10 dimensions of good board performance to assess public

boards as outlinedin Figure 1.
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Figure 1 showing the 10 dimensions of good
board performance

The 10 Dimensions of Good Board Performance

Baoard Roles
anil
Relationships
Strutegy anad
Perfrmance

Staketholder ] i
[T — Ferformance Cumposition
Accouniability
Good Governance
Fihical Behavioor
Competence
Susininability

Risk and
CompHance
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Internal Contruls
il Sislitne

Appointment and
Ferformanse

Nine of the 10 board members completed the 17-page
survey, indicating a 90% compliance rate. The 10" board
member was appointed to the Board one month prior to
the end of the financial year and therefore opted not to
participate on a point of prudence.

The attributes provided in the framework created the base
for the DBJ's board evaluation. Of the 10 dimensions
evaluated, the board scored in the 90%-100% range in five
areasand 75%-89% range in four areas. The board scored in
the 70%-74% range in only one dimension — Stakeholder
Engagement.

The majority of DBJ's board members agreed that the board
was performing at a high standard, reflected in the high
Board Effectiveness Index score of over 86% detailed in
Table 1 below.

Board Effectiveness Index

Weighted Scores for Highest (Mean score /highest
Roles and Responsibility level of agreement Possible possible score)*100
Score

Roles & Responsibility 4.04 5 80.80

Board Composition 3.95 5 79.00

Ethics & Culture 4.42 5 88.40

Strategy & Performance 4.60 5 92.00

Internal Controls & Systems 4.75 5 95.00

Risk & Compliance Management  4.63 5 92.60

Managing Director appointment  3.75 5 75.00

& Performance

Financial Governance 4.93 5 98.60

Board Processes 4.64 5 92.80

Stakeholder Engagement 3.50 5 70.00

Total 43.21 50 86.42
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AUDIT AND CONDUCT REVIEW COMMITTEE (ACRC) REPORT

The Audit and Conduct Review Committee assists the Board of Directors to fulfill its oversight responsibilities to the Bank and
the Government of Jamaica. Itis primarily responsible for:

a) Overseeingthe Bank's standards of integrity and behaviour;

b) Overseeingthe Bank's reporting of financial information;

c¢)  Monitoringthe internal control systems;

d) Overseeingthe Bank's corporate governance activities; and

e) Monitoring the terms and conditions of the engagement of the external auditors to ensure independence,
efficiency and effectiveness

Its detailed roles and responsibility is set out in its Charter and its written terms of reference. The ACRC comprises of four
independent Directors who meet in at least four meetings annually.

The Members of the ACRC are:

—_— John Jackson

Sherene Golding Campbell

David Wan - Chairman

Veronica Warmington

6 See Table 1 for attendance record for ACRC meetings.
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ACRC work performed during 2017/18

Ona quarterly basis during the year, the Committee:

P wnN e

Reviewed and recommended for approval the Audited Financial Statements of the Bank for 2016/17.

Monitored the system of governance, risk management and internal control (GRC) systems of the DBJ

Reviewed and approved the DBJ's Annual Risk-based Audit Plan

Reviewed the Audit Services Department (Internal Audit) annual performance report and the internal audit reports

prepared during 2017/18 by the General Manager for Audit Services

Updated the ACRC Charter
Reviewed the ACRC Terms of Reference

Reviewed the DBJ Corporate Governance Framework

L 00N U

Reviewed and recommended for approval the DBJ's Whistleblower Policy

Monitored Management's Corrective Actions (MCAs) on audit points

10.Recommended for approval the National Investment Bank Jamaica Ltd. Audited Financial Statements (2016 and 2017)

Internal Audit Function

The Audit Services Division functionally reports to the Audit and
Conduct Review Committee and administratively to the
Managing Director, thereby securing a system of objectivity and
independence.

The Institute of Internal Auditors International Professional
Practices Framework (IPPF) provides the benchmark by which
the Audit Services activities are performed. The Division adds
value by providing independent, objective assurance and
consulting activity designed to improve the DBJ's operations. It
supports achievement of the Bank's corporate objectives by
bringing a systematic, disciplined approach to evaluate and
improve the effectiveness of governance, risk management and
internal controls processes.

The DBJ's tone-at-the-top promotes a strong internal control
environment. This is reflected in management's attitude towards
maintaining a strong system of internal control over the Bank's
operations. Audit points have been successfully addressed
evidenced by management's corrective actions (MCAs) which
remains at 100%; management's response rate to the Audit &
Conduct Review Committee is timely for engagements
performed; and implementation of recommendations designed
using a cross-divisional approach. Using a Risk-based Annual
Audit Plan approved by the DBJ Board, key audits were
performed by the Audit Services Department during 2017/18.

Audit points have been successfully
addressed evidenced by
management's corrective actions
(MCAs) which remains at 100%;
management's response rate to the
Audit & Conduct Review Committee is
timely for engagements performed,;
and implementation of
recommendations designed using a
cross-divisional approach.

Irie Rock Yaad Spa manufactures skincare solutions with products
made from natural ingredients that include plant extracts and
vitamins. An IGNITE grant from the DBJ allowed the company to
upgrade its production capacity, improve its marketing and
automate itsfilling processes at the packaging facility.
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Audit Engagement

1. Compliance with Contracts and 2. Portfolio Management
Agreements
3. Foundations fa Growth and 4. Project Management
Competitiveness Project

5.  PBMA Act- Annual Compliance Review 6. Micro Finance Services

7. Bank Reconciliation-DB]J 8. Business Continuity Management

9. Management of Investment Properties 10. Server Security

11. Loan Payables 12. Threat & Vulnerability Management

13. Payments 14. Capacity Development

15. Cashier Operations 16. Bank Reconciliation (NROCC)*

17. Payroll 18. Payroll

19. Pension Fund Management 20. Special Closed User Group Review

21. Treasury Management 22. Members’ Pension Contribution
Benefit Statement - Special Audit

23. Training & Development 24. Loan Administration - MFI Lending

25. Annual Returns 26. Monitoring & Reporting - MFI
Lending

27. Securities Management 28. Review of Proactive Financial
Services Limited (PFSL)- Special
Audit

29. Credit Enhancement Fund 30. Members’ Pension Contribution
Benefit Statement - Special Audit

31. Direct Lending 32. Review of Women Innovators

Network in the Caribbean
Acceleration Program Jamaica
(WINCAP]Ja) )- Special Audit

33. Lending for Energy Conservation 34. DBJ] Whistleblower (protected
disclosure) Policy
35. Loan Origination Management 36. Vacation Leave - Special Request

The ACRC utilizes the Institute of Internal Auditors Inc.'s Quality
Assurance Improvement Programme (QAIP) which is designed to
enable an evaluation of the DBJ's internal audit activity's conformity
with the Standards and application of the Code of Ethics.

During 2017/18, the results of all audit engagements along with Management's responses were formally presented on a
quarterly basis by the General Manager of the Audit Services Department. This approach enabled the Committee to carry
outits role with greater levels of efficiency.

The ACRC utilizes the Institute of Internal Auditors Inc.'s Quality Assurance Improvement Programme (QAIP) which is
designed to enable an evaluation of the DBJ's internal audit activity's conformity with the Standards and application of the
Code of Ethics. This is done annually by the ACRC, the Board, senior management, middle managers and supervisors as they
possess sufficient knowledge of internal audit practices.

The results of the evaluation show that the DBJ's internal audit is a trusted function with 94% of respondents indicating that
they would “provide information to internal audit on irregularities”; 88% said they would “ask internal audit for help in a
situation warrantingits attention.”

! The DBJ provides and performs all accounting services relative to the National Road Operating and Constructing Company
Ltd (NROCC)
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Additionally, 94% of persons surveyed indicated they would report fraud to internal audit; the other 6% said 'maybe'.
When asked of the mode of reporting, a cumulative 88% of respondents preferred a direct mode (telephone, in person
orelectronic) of reporting fraudulent activities to internal audit.
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DIRECTORS' GROSS COMPENSATION
Year ended March 31, 2018

Board Meeting Committee meeting
Total Payment
A. Cecile Watson 126,000.00 75,900.00 201,900.00
Adrian Stokes 70,000.00 52,900.00 122,900.00
Barrington Chisholm 84,000.00 69,000.00 153,000.00
Christopher Zacca 23,000.00 23,000.00 46,000.00
David Wan 112,000.00 108,100.00 220,100.00
Paul B. Scott 221,000.00 64,400.00 285,400.00
Sherine Golding Campbell 112,000.00 67,800.00 179,800.00
Veronica Warmington 28,000.00 13,800.00 41,800.00
John Jackson 112,000.00 58,600.00 170,600.00
Kerry-Ann McKoy Tulloch 98,000.00 62,100.00 160,100.00
Carlene O'Connor 14,000.00 14,000.00

I 1,000,000.00 595,600.00 1,595,600.00

ListenMi Caribbean uses a non-traditional brand-driven method of storytelling to address social
change. The company. which offers workshops to children from socially disadvantaged and volatile
communities, received a DBJ IGNITE grant to build and launch an educational interactive game to
improve literacy in developing countries.
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SENIOR EXECUTIVE COMPENSATION
APRIL 2017 - MARCH 2018
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Workers at Everything Fresh
Limited, pack potatoes for
delivery to customers across
the island. The company, a
Kingston-based distributor and
supplier of produce to local
hotels, has received a DBJ loan
forworking capital.

Jerdis Electronic Solutions
offers options to handle
obsolete and unwanted
computer and information
technology equipment,
thereby reducing pollution
and eliminating e-waste in in
landfills. The company
received a DBJ IGNITE grant
to assist in the acquisition of
a digital floor scale, raw
material and market its
disposal service.
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GLOSSARY OF ACRONYMS

Below is a list of several acronyms and their meanings as they appear in the DBJ's 2017-18

Annual Report:

ACRC — Audit and Conduct Review Committee
AFI — Approved Financial Institutions

BPO — Business Process Outsourcing

CariCRIS — Caribbean Information and Credit Ratings
Services Limited

CDB — Caribbean Development Bank

CEF — Credit Enhancement Facility

EFF — Extended Fund Facility

ERM — Enterprise Risk Management

ET — Enterprise Team

GOJ — Government of Jamaica

HRC — Human Resources & Compensation Committee

IBRD — International Bank for Reconstruction and
Development

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

IDB — Inter-American Development Bank

IDP — International Development Partner

IFC — International Finance Corporation

IFLC — Investment, Finance and Loans Committee

IMF — International Monetary Fund

INPRI - International Procurement Institute Jamaica Limited

JAMPRO — Jamaica Promotions Limited
JBDC — Jamaica Business Development Corporation

JVCP — Jamaica Venture Capital Programme

LOPM — Loan Origination and Portfolio Management

MLGCD — Ministry of Local Government and Community
Development

MIF — Multilateral Investment fund

MFI — Micro Finance Institutions

MSME — Micro, Small and Medium-sized Enterprises
NMIA — Norman Manley International Airport

NPCB — National People's Co-operative Bank

NWCET - National Water Commission Enterprise Team
P4 - Public-Private Partnerships & Privatisation

PDF — PetroCaribe Development Fund

PE/VC — Private Equity and Venture Capital

PIMC - Public Investment Management Committee
PIMSec - Public Investment Management Secretariat
PPF - Project Preparation Facility

PPIAF - Public-Private Infrastructure Advisory Facility
PPP — Public-Private Partnerships

RFP — Request for Proposals

RFQ — Request for Qualification

SBA — Stand-by Agreement

SEZ — Special Economic Zone

SME — Small and Medium-sized Enterprises

SWM - Solid Waste Management

UDC - Urban Development Corporation

LAC — Latin America and the Caribbean UDCET - Urban Development Corporation Enterprise Team

LAVCA — Latin America and Caribbean Association (LAVCA) VTA — Voucher for Technical Assistance
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Independent Auditor’s Report
To lhe Members ol Developmenl| Bank of Jamaica Limiled
Report on the audit of the financial statements

Our opinion

In cur opinion, the tinanelal statements give a true and fair vicw of the finaneial position of Development
Banl of Jamaica Limited {the Company)] as at 51 March 2018, and of its financial performance and its cosh
flows for the year then ended in aceordance with Imternational Financial Reporting Stundards and with the
requirements of the Jamaican Companies Act.

What we have audiled

The Company’s [nancial slalemenls comprise:

*  the statement of financial position as at 31 March 2018,

s Lhe zlalement of comprehensive ineome [or the yvear Lhen ended,;

o lhe slalemenl of changes in equily Tor Lhe year then ended;

s the statement of cash flows for the vear then ended; and

«  the notes to the financial statements, which include a summeary of signiticant accounting policies,

Basis for opinion

We conducled our audil in accordance wilh Tnlernalional Standards on Audiling (J8As8). Our
responsibililies under Those slandards are Mirther deseribed in the Auditor’s responsibiliiies for ihe audil
af the financial statements section of our report.

we believe that the audit evidenee we have obtained is sufficient and appropriate to provide a basis for our
opinion,

mdependence

We are independent of the Company in aceordance with the Tnternational BEthics Standards Board for
Aceouniants’ Codde of Flhies for Prolfessional Accountants (TESBA Codde). We have (llilled onre other
elhical responsihilities in aceordance wilh the TESBA Code.

FripewooferfuneeCooners, Seotichotk Centre, Duwhe Street. Sox 302, Kingston. Jomaien
T: {Bma) oo Gugo, T:{A7R) goo 7580, weei,puaeorn o

Lo Meigal PLCWiliarns SK. Jein B L. Scall D J.Dencing 220 Reeos POA W llers RS, Ratbian 20 Bell Wedom GR Muooe
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Responsibilities of management for the financial statements

Wanagemenl is responsible far the preparalion of The inancial slalements thal give a lrue and Tair view in
accordance with International Financial Reporting Standards and with the requirements of the Jamaican
Companies Act, and for such internal control as management determines is necessary to enable the
proparation of finanecial statcments that arc froe from material misstatcment, whether due to frood o
CITOr.

Tn preparing The lnancial slalemenls, managemenl is responsible lor assessing 1he Company’s abilily Lo
conlinme as a going concern, disclosing, as applicable, mallers relaled 1o going concern and using the going
concelnl basis of accounting mless management either intends to liquidate the Company or to cease
operations, or has 1o realistic alternative but to do so,

Audilor’s responsihbililies for Lhe audil of Lhe [inancial slalemenls

Our objectives are to abtain reasonable assurance about whether the financial statements as a whole arc
free from material misstatement, whether due to fraud ar error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, hut is not a guarantee that an
audil conducled in accordance with [BAs will always delecl a malerial misslalermenl when L esisls.
Misslalemenls can arise [rom (rowd or error and are considered malerial il individually or o Lhe
aggregate, they could reasonably be cxpected to influcnce the ceonomie decisions of uscrs taken on the
basis of these financial statements.

As parl of anaudil in aceordance wilh TSAs, we exercise professional judgmenl and mainlain prolessionl
seeplivisu lrrvupbioul the audil, We also:

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

s Obtain an understanding of internal contral relevant to the audit in order to design andit procedures
that are appropriate in the eirenmstances, it not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control,

= Hvaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related diselosures made by management.

= Conelude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uneertainty exists related to events or
conditions that may cast signifieant doubt en the Company's akility to continue as a going coneern. It
we conclude that & material uncertainty exists, we are required to draw attention in our anditor’s
report to the related disclosures inn the finaneial statements or, if sueh diselosures are nadequate, to
modify our opinion. Chr conclusions are based on the andit evidenee obtained up to the date of owr
auditor’s repart. Llowever, future cvents or conditions may cansc the Company to cease to continue as
a going concern.
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»  Hyvaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlving transactions and events in a
mannct that achieves fair presentation,

We communicate with those eharged with governanee regarding, among other matters, the planned scope
and Hming of the audit and significant audit findings, including any significant deficiencies in internal

conlrol thal we idenlly during our audil,

Reporl on Other Legal and Regulalory Reguiremenits

As reqquired by Lhe Jamaican Companies Acl, we have ablained all the inflormalion and explanations
which, to the best of our knowledge and belief, were necessary for the purpases of our audit.

Tn our apinion, praper accounting reeords have boen kept, so far as appears from our cxamination of those
records, and the accompanying stand alone financial statements are in agreement  therowith and give the
information required by the Tamaican Companics Act, inthe manner so required.

WA 35

Chartered Accountants
f June 2018
Kingston, Jamaica
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Statement of Comprehensive Income
Year ended 31 March 2018

{expressed in Jamaican dollars unless otherwise indicated)

Note 20138 2017
$°000 $'000
Operating Income
Interest incorme 1,384 812 1,321,832
Interest expense (624 597 (570 407}
Met interest income 3 760,215 31,425
Appreciation in fair value on investment properies 12 341 111,096
Gain on sale of investments 117,119 110 642
Jamaica Development Bank loan write-off 28 1,059,500 -
Qlher income a1 289,568 391,345
2,258,233 1,364,515
Operating Expenses
Staff costs 7 {557,540} (489,766)
Impairment losses - (149,321}
Ofher operating expanses =} {425 841} (287 145}
(983.781) (F26 23%)
Operating Profit 1,274 452 438,283
Share of losses of associates 13 (57,722) (40,385)
Profit from Credit Enhancement Facility Fund 16 28477 23,788
Net Profit 1,245,207 421 686

Other comprehensive income, net of taxes
ttems that will never be reclassified to statement of
comprehensive income
Re-megsurement of employves benefits asset 18 (63,.8ad) 32771
Items that are or may be classified to statement of
comprehensive income

Redlised fair value (loss)¥gain on available-for-sals investment 25 (15,000} 5,758
=urplus on revaluation of property, plant and eguipment 20 60,959 73,647
Total other comprehensive income (18,031} 115,377
TOTAL COMPREHENSIVE INCOME 1,227 176 537,063
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Statement of Financial Position
31 March 2018

{expressed in Jamaican dollars unless otherwise indicated)

a2
/|

David Wan Director

Mote 2018 207
$'000 $'000
ASSETS
Cash and cash equivalents 9 848,797 510,188
Reverse repurchase agreements 10 3.857.500 2,920,503
Investment securities 11 3,012,474 3,030,428
Investment propertias 12 635,971 607,560
Investment in associates 13 1,055,257 1,021,810
Laans receivables, net of impairment allowancs 14 19,421,541 17,801,276
Due fram Government of Jamaica 13 743,539 815,641
Due from Credit Enhancemant Facility Fund 16 497 021 465 822
Olher receivables 17 376,485 221,913
Employes benefit asset 18 230 471 295,578
Intangibls assats 19 22 942 31545
Property, plant and equipment 20 852 397 360,122
Taxation recoverable 359 543 37h, 325
31,8925 947 28 966,711
LIABILITIES
Loans payables 21 19,825 801 18,065,649
Cther 22 832,344 765,630
20,758,145 16,831,279
SHAREHOLDER'S EQUITY
Share capital 23 1,757,538 1,757.539
Share premium 23 98 856 98 856
Capital rescrvos 24 1,213,981 1,214,104
Other raserves 25 5,248 501 5,241,741
Retmined eamings 2,848 925 1,823,192
11,167 802 10,185 432
31,825,847 28,966,711

Approved for issue by the Board of Directors on 25 May 2018 and signed on its behalf by:

P& avs;

Paul B. Scott

Director
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Statement of Changes in Equity
Year ended 31 March 2018

(expressed in Jamaican dollars unless otherwise indicated)

Share Share Capital Other Retained
Capital Premium Regeryves  Reserves Eamings Total
Mote $'000 $'000 $'000 $'000 5000 $'000
Balances at 31 March 2016 1,767 539 &8 8R8 1231887 5198 816 1.632. 080 9817 088
Tatal comprehansive income far the
Vear
Profit for the year - - - - 421,686 421 636
COther comprebensive income
Reameasuramant of
amploves henefits
ohligation 18 - - - 32771 - 32771
ret change in fair value of
available-for-sals
sccurtios 25 - - - 8,759 - B.750
Surplus on revaluation of
property plant and
equipment 20 - - - 73,847 - 73,847
Total comprahansiva incomsa for
the year - - - 115,377 - 115377
Total comprehensive income for the
year - - - 115,377 421 686 537,063
Transfers
Amortisation of grants 24 - - [17.:5343) - - (17, 563)
Transer of profit on CEF 25 - - : 23788 (23.788) :
Loss on CEF - - - {1.831) - (1,837)
Transfer to technical reserve 25 : ; : (92,500)  (82.118) (174,525
- - {17,595 [/D,5452) {104, B0 {194 140)
Transactions with owners,
recognised directly in equity
Dividends 26 - : ] ] (24.570)  (24570]
Balance at 31 March 2017 1,767 539 98 BEE 1,214,104 5,241,741 1,823.192 10135432
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Statement of Changes in Equity (Continued)
Year ended 31 March 2018

(expressed in Jamaican dollars unless otherwise indicated)

Share Share Capital Othet  Retained
Capital Premium  Reserves Reserves Eamings Total
MNote £'000 $£°000 £'000 £'000 %000 $£'000
Balances at 31 March 2017 1,757 520 g8 858 1211184 5241741 1823102 10,135 432
| ofal comprehensive incoms for the year
Prafit for the year - - - - 1,245207  1,245207
Other comprehensive income
Remeasurement of employse
bencfits obligation 18 - - - 163,900 - (63,900
het change in fair value of available
for-gale securities 25 - - - (15000} - (15,0007
Surplus on revaluation of
property plant and
equipment 20 - - - 0,859 - 60,953
Tatal comprehensive incoms far
the wear - - - [18.031) - (18.031)
Total comprehensive income for the year - - - (18031 1245207 1227176
Transfers
Amertisation of grants 24 - : (123] : - {123)
Iranster ot profit on CEF 25 - - - 28477 (28471 -
Transfer to technical resene 29 - - - {2.68E) (1898358 (173675
- - [123) 24781 (198468 (173,798)
Transactions with owners, recognised
directly in equity
Dividends 28 : : : - (21008)  (2-.008)
Balance at 31 March 2013 1,757 538 QEERE 1213981 5248501 328480925 11167802
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Statement of Cash Flows
Year ended 31 March 2018
(expraessed in Jamaican dollars unless otherwise indicated)

Note 2018 2017
$'000 $'000
Cash Flows from Operating Activities
Profit tor the year 1,245 207 421,688
Adjustments for:
Amaortisation 12 8,603 3,287
Deapreciation 20 35873 368,625
Interest incoms (1.384 812} (1.321,832)
Interest expense 624 597 570,407
Allowance for impairment losses (9.444) 148,321
Foreign exchange lossesi(gains) 134 865 (72,857}
Discount on advance to associatcd companics 4,081 3,708
Change in employee benefits asset 10,193 (B,638)
Share of losses in associgted companies 13 57 722 40 385
Zain on disposal of property and equipment {1453 (1,509)
Zain on disposal ot investments (117,118 {110,849}
Surplus on revaluation of investment properties, net 12 (31 411} (111,096
Jamaica Development Bank 1oan wiite-off (1,029,500} -
Amortisation of grants {123 {17,583
(479,708} {418,784}
Changes in operating assets and liabilities:
Loans receivable (1,846 355) {287,027)
Due from Government of Jamaica 55421 {25,248)
Income tax recoverable 15,783 40711
Credit Enhancement Facility Fund (26,702) {37.580)
Other receivables {154 572) (58,004
Other liabilities {241 445} 265,021
(2,787,573 {521,759)
Interest received 1,458 720 1,354 681
Interest paid (B29.824} {421,608}
MNet cash (used inyprovided by operating activities (2,218, 783) 411,073
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Statement of Cash Flows (Continued)
Year ended 31 March 2018

(expressed in Jamaican dollars unless otherwise indicated)

Annual Report 2017-2018

Cash Flows from Investing Activities
Resale agreements
Imvestment securities, net
Interest in associates companies
Purchase of inlangible gassels
Purchase of property, plant and eguipment
Proceeds from disposals of property, plant and equipment
Met cash used in investing activities
Cash Flows from Financing Activities
Loans received
Lexars repaid
Dividends paid
Met cash provided by financing activities
Met increase/(decrease) in cash and cash equivalents
Effect of exchange rate fluctuations on cash and cash eguivalents
Zash and cash equivalents at beginning of year
Cash and cash equivalents at the year end

Note

19
20

26

2018 2017
$'000 $'000
(795,000 (1,036,979)
(159,312} (79,185
(B7.079) (50,628)
- (32,608)
(70,250) (25,325)
1514 539
(1,111,128} (1,224 086)
5,284,545 2,131,064
(2,501 650 (1,681,138)
(21,008) (24.670)
3,771,875 425,255
441 969 (387,758)
(3,360) 11,046
510.1B8 BBE,000
948,707 510,188
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Notes to the Financial Statements
31 March 20138
(expressed in Jamaican dollars unless otherwise indicated)

1. Identification and Principal Activities

The Development Bank of Jamaica Limited {"the Bank™) was established on 1 Agril 2000 and is domiciled in

Jamaica and its registered office i located at 114-15 Oxford Road, Kingston 5, Jamaica.

On 24 July 2009, the Bank issusd shares to the Accountant General, in trust for the Capital Development Fund, as
compensation for an amount of $1,727,539,000 which represented the acquisition of certain assets and liabilities of

the Mational Investment Bank of Jamaica Limited (MIBJ).

The primarny busingss activity of the Bank is Development Banking.

The Bank has interests in certain associated companies {Note 13) all of which are incorperated and domiciled in

Jamaica, The ones currently in operation are as follows:

Parcantage Holding by

Name of Investee Principal Activities Bank
Harmonisation Limited and its Property development H0%,
{i) 100% subsidiary:
Silver Sands Estate Limited Fental of resort

sccommodation
iy 48% assaciated Bank:
Harmany Cove Limited Property development

The other 50% of Harmonisation Limited (“Harmonisation") is owned by the National Housing Trust, a statutory

body.
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Notes to the Financial Statements
31 March 2018
{(expressed in Jamaican dollars unless otherwise indicated)

1. ldentification and Principal Activities {Continued)

Harmonisation entered into 8 Joint YVenture Agreement and a Members' Agreement with Tavistock Group Ine. to
develop lands owned by Harmanisatian in Trelawny, Jamaica, The development will be dane through Harmony
Cove Limited (*Harmany™), of whase ordinary share capital Tavistock Group Inc. owns 518, with Harmonisation
owning the remaining 4$2%. The lands owned by Harmonisation wers valued at US545,000,000 for the purpose
of their transfer to Harmony undar the Joint Venture Agreement, dated September 28, 2008,

The jaint venture agreement with Tavistock Group Inc. was amended on February 3, 2002 to reflect contribution
by Harmaonisation, through its subsidiary, Silver Sands Estate Limited, of additional parcels of lands. In
consideration of the wansfer of these additional lands, Harmonisation shall be deemed to have subscribed for
cumulative preference shares to be issued by Tavistock Graup Inc. in the amount of US$E 862,460,

2. Significant Accounting Policies

{a} Basis of preparation
These financial statements have been prepared in accordance with, and comply with, Intemational Financial
Reporting Standards (IFRE3) as issued by the International Accounting Standards Board (I1ASB). The financial
statements have been prepared under the historical cost corvention, as modified by the revaluation of
available-for-sale investment securities, investment securities at fair value through profit or loss derivative
contracts and investment property.

The preparation of financial statzments in conforrmity with IFRS requires the use of certain enitical accounting
estimates. It also requires management to exercise its judgment in the process of applying the Eank's
accounting policies. The areas involving a higher degree of judgment or complexity, or areas where
assumptions ar estimates are significant to the financial statements are disclosed in Mote 4.

Standards, interpretations and amendments to published accounting standards effective in the
current financial year

Certain new standards, amendments and interpretations to existing standards have been published that
bhecame effective during the current financial period. The Bank has assessed the relevance of all such new
standards, interpretations and amendments and has concluded that the following are relevant to its
operations:

Amendmenis to IAS 7, Statement of cash flows on disclosure initiative (cffoctive for annual periods
beginning on or after 1 January 20173, These amondments require an cntity to provide disclosurcs that
enable users of financial statemenis to evaluate changes in liabilities arising from financing activities,
including both changes arising from cash flows and non-cash changes. The amendments to |AS T require
disclosure of changes in liakilities arsing from financing activities.
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Notes to the Financial Statements
31 March 2018
{expressed in Jamaican dollars unless otherwise indicated)

2. Significant Accounting Palicies {Continued)
(a) Basis of preparation {continued)

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

At the date of authorisation of these financial statements, certain new standards, amendments and
interpretations to existing standards have been issued which are not effective at the date of the statement of
financial position, and which the Bank has not early adopted. The Bank has assessed the relevance of all
such new standards, interpretations and amendments, has determined that the following may be relevant to
its operations, and has concluded as follows:

IFRS 8, 'Financial fnstruments’, (effective for annual periods beginning on or after 1 January 2018). n July
2014, the IASE issued IFRS 2 which is the comprehensive standard to replace 1AS 29 Financial
instruments: Recognition and Measurement’, and includes requirements for classification and measurement
of financial assets and liabilities, impaimment of financial assets and hedge accounting.

Financial assets are required to be classified into three measurement categories: those to be measured
subsequently at amortised cost, those to be measured subsequenily at fair value through other
comprahensive income (FYOC!) and those o be measured subseaquently at fair value through profit or oss
{FVPL).

Classification for debt instruments is driven by the entity's business maodel for managing the financial assets
and whether the contractual cash flows represent solely payments of principal and interest (SFPI). If a debt
instrument is held to collect the asset's cash flows, it may be carried at amaortised cost if it also meets the
SPPRI requirement. Debt instruments that meet the SPPI requirement that are held in a portfolio where an
entity both holds to collect assets’ cash flows and sells assets may be classified as FVOC!. Financial assets
that do not contain cash flows that are SPPI must be measured at FVPL {for example, derivatives).
Embeddad derivatives are no longer separated from financial assets but will be included in assessing the
SPPI condition.

IMvestments in equity instruments are always measurad at fair value, However, management can make an
irrevocable election to present changes in fair value in cther comprehensive income, provided the instrument
is not held for trading. If the equity instrument is held for frading, changss in fair value are presented in profit
ar loss,
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Notes to the Financial Statements
31 March 2018
{expressed in Jamaican dollars unless otherwise indicated)

2. Significant Accounting Policies {Continued)

(a) Basis of preparation (continued)

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

IFRS 9, Financial Instrumenis' {continued)

Mozt of the requirements in LAS 39 for classification and measurement of financial liakilites were carmed
forward unchanged to IFRS 2. The key change is that an entity will be required to present the effects of
changes in own credit risk of financial liakilities designated at fair value through profit or less in other
comprehensive income,

IFRS 9 introduces a new madel for the recognition of impairment lasses — the expected credit losses (ECL)
madel, There is a ‘three stage' approach which is based an the change in credit guality of financial assets
since initial recognition. In practice, the new rules mean that entities will have to record an immediate loss
equal 1o the 12-month ECL on initial recognition of financial assets that are not credit impaired (or lifetime
ECL for trade receivables) Where there has been a significant increase in credit risk, impairment is
measurad using lifetime ECL rather than 12-month ECL. The model includes operational simplifications for
lease and trade receivables.

The Bank is still assessing the potential impact of adoption and whether it should consider early adoption but
it is not possible at this stage to quantify the potential effect. The Bank expects the following impacts
following adoption of the standard.

The Bank expects that, in many instances, the classification and measurement cutcomes will be similar to
AS 39, although differences may arise, for example, since IFRS 2 does not apply embedded derivative
accounting to financial assets. The combined effect of the application of the business model and the
contractual cash flow characteristics tests may result in some differences in population of financial assets
measurad at amortised cost or fair value compared with 1AS 39,

Regarding credit loss provisioning, the Bank expects that, as a result of the recognition and measurement of
impairment under IFRS 2 being more forward-looking than under [AS 38, the resulting impairment charge
may tend to be more volatile. It may alse tend to result in an increase in the total level of impairment
allowanses, since all financial assets will be assessed for at lgast 12-month ECL and the population of
financial assets to which lifetime ECL applies is likely to be larger than the population for which there is
objective evidence of impaimment in accordance with |AS 39,
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Notes to the Financial Statements
31 March 2018
{expressed in Jamaican dollars unless otherwise indicated)

2. Significant Accounting Palicies (Continuead)

(a)

Basis of preparation {centinued)

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

IFRS 15, ‘Revenue from Contracts with Customers’, (effective for the penods beginning on or after
1 January 2018), The new standard introduces the core principle that revenue must be recognised when
the goods or services are transferred to the customer, at the transaction price, Any bundled goods or
services that are distinet must be separately recognised, and any discounts or rabates on the contract price
must generally be allocated to the separate elements. When the consideration varigs for any reason,
minimum ameunts must be recognised if they are neot at significant risk of reversal. Costs incurred to secure
contracts with customers have to he capitalised and amortised owver the period when the benefits of the
contract are consumed. The Bank is currently assessing the impact of future adoption of the new standard
on its financial statements.

Amendment to IFRS 15, ‘Revenue from contracts with customers' (efiective for accounting periods
beginning on or after 1 January 2018). These amendments comprise clarifications of the guidance on
identifying performance obligations, accounting for licences of intellectual property and the principal versus
agent assessment (gross versus net revenue presentation). The IASE has also included additional practical
expedients related to transition to the new revenue standard.

Annuzl improvements 2074 — 20716, (effective for annual periods beginning on or after 1 January 2018).
These amendments impact three standards as follows:

(i IFRS 12, '‘Disclosure of interests in other entities’ regarding clarification or the scope of the standard.
These amendments should be applied retrospectively for annual periods beginning on or after 1
January 2018,

(i} 145 28 'Investments in associates and joint venturas’ regarding measuring an associate or joint venture
at fair value effective 1 January 2018.

The Bank is currently assessing the impact of future adoption of the amendments on its financial
statements.

Amendment fo IFRE 40, ‘Investment Property’, |effective for annual periods beginning on or after
1 danuary 201 B). The amendments relates to transfers of investment property. These amendments clarify
that to transfer to, or from, investment preperties there must be a change in use. To conclude if a propearty
has changed use there should be an assessment of whether the property meets the definition. This change
must be supported by evidence. The Bank is currently assessing the impact of future adoption of the
amendments on its financial statements.
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2. Significant Accounting Policies [Continued)

(a} Basis of preparation [continued)

Standards, amendments and interpretations to existing standards that are not yef effective and have
nat been early adopted by the Bank (continued)

Amendments fo (AS 18, ‘Employee Benefits on plan amendment, curtailment or sefflement’,
(effective for annual pericds beginning on or after 1 January 2019). These amendments reguire an entity to:

(iy use updated assumptions to determine current service cost and net interest for the reminder of the
penod after a plan amendment, curtailment or setilement; and

() recogrise in profit or 10ss as part of past service cost. or gain or [03s on setllement, any reductian in a
surplus, even if that surplus was not previously recognised because of the impact of the asset cailing.

The Bank is currently assessing the impact of fulure adoption of the amendments on its financial
statements.

IFRIC 227 Foreign currency Wansactions and advance consideration’, {(effective for annual periods
keginning on or after 1 January 2018). The Interpretation covers foreign currency transactions when an entity
recognises g non-mongtary asset or nen-moenetary lability arising frome the payment or receipt of sdvance
consideration before the entity recognises the related asset, expanse or income. |t does not apply when an
entity measures the related asset, expense or income on initial recognition at fair value or at the fair value of
the consideration received or paid at a date other than the date of initial recognition of the non-monetary
asset or non-monetary liability. Also, the Imerpretation need not be applied to iNCOmMe 8x8s, INSUrance
contracts ar reinsurance contracts. The Bank is currently assassing the impact of future adoption of the
ameandments an its financial statements.

IFRS 16 ‘Leases’, (effective for annual periods beginning on or after 1 January 2019). This standard
replaces the current guidance in 1AS 17 and is a far-reaching change in accounting by lessces in particular.
Under 1AS 17, lesscos were reguired to make a distinction between a finance lease {on statement of
financial position) and an operating leass (off statement of financial position). IFRS 16 now requires lessses
to recognise a lease liability reflecting future lease payments and a ‘right-of-use assst’ for vinually all leass
contracts. The |ASE has included an optional exemption for certain shor-term leases and leases of low-
velue assets; however, this exemption can only be applied by lessees. For lessors, the accounting stays
glmost the same. However, as the |ASE has updeted the guidance on the definition of a lease (gs well as the
guidance on the combination and separation of contracts), lessors will also be affected by the new standard,
At the very least, the new accounting model for lessees is expected to impact negotigtions betwesan lessors
and lessees. Under IFRS 16, a contract is, or contains, a lease if the contract conveys the right to control the
use af an identified asset for a perind of time in exchange for consideration. The Bank is currently assessing
the impact of tuture adoption of the amendments on its financial statements.

Annual improvements to IFRS Standards 2015 — 2017 Cycle - Announcements fo [IAS 23 (effective for
annual pericds beginning on or after 1 January 2018). These amendments include minor changes fo:

(i) 1AS 23, '‘Borrowing cost’ — The amcendments to 1AS 23 clarify that if any specific borrowing remains
outstanding aftor the related assct is recady for its intended usc or sale, that the berrowing becomes part
of the funds that an entity borrows generally when calculating the capitalisation rate on general
borrowings.
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2. Significant Accounting Policies (Continuad)

(b} Basis of conscolidation

(<)

Associates
Associates are all entities ower which the Bank has significant influence but not control, generally
accompanying a shareholding of between 20% and 50% of the voting rights.

The Bank’s share of its associates’ post-acquisition profits or losses is recognised in the income statement,
and its share of post-acquisition movements in reserves is recognised in other comprehensive income. The
cumulative post-acguisition movements are adjusted against the carrying amount of the investment. VWhen
the Bank's share of losses in an associate eguals or exceeds its interest in the associate. including any other
unsecured receivables, the Bank does not recognise further losses, unless it has incurred obligations or
made payments on behalf of the associate. Unrealised gains on transactions between the Bank and its
associates are eliminated to the extent of the Bank's interest in the associates. Unreglised losses are also
eliminated unless the transaction provides evidence of an impairment of the asset transferred.

The Bank determines at each reporting date whethar there is any objective evidence that investments in
associates are impaired. If this is the case, the BEank recognises an impairment charge in the incocme
statement for the difference between the recoverable amount of the associate and its camying wvalue.
Investments in associates are accounted for using the equity method of accounting, and are initially
recognised at cost.

Foreign currency translation

Functionaf and presentation currency

tems included in the financial staterments of each of the Bank's entities are measured using the currency of
the primary sconomic environment in which the entity operates [“the functional currency™. The financial
statements are presented in Jamaican dellars, which is the Bank's functional currency.

Transactions and balances

Foreign currency transactions are accountsd for at the exchange rates prevailing at the dates of the
transactions. At the date of the statement of financial position, monetary assets and liabilities denominated in
foreigr currencies are translated using the closing exchange rate.

Exchange differences resulting from the settlement of transactions at rates different from those at the dates
af the transactions, and unrealised foreign exchange differences on unsettled foreign currency monetary
assets and liahilities are recognised in the income statement,

Exchange differences on non-monetary financial assets are a compenent of the change in their fair valus.
Depending on the classificaton of a non-monetary financial asset. exchange differences are either
recognised in the income statement {applicable for trading securities), or within other comprehensive income
if non-monetary financial assets are classified as available-for-sale. In the case of changes in the fair value
of monetary assets dencminated in foreign currency classified as available-for-sale, a distinction is made
between translation differences resulting from changes in amortised cost of the security and other changes
in the carrying amount of the security. Translation differences related to changes in the amortised cost are
recognised in the income statement, and other changes in the carrying amount, except impairment, are

recognised in other comprehensive income.
m
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2. Significant Accounting Policies (Continuad)

{d) Revenus recognition

(e}

(f)

Interest income and expense

Interest income and expense are recognised in the income statement for all interest-bearing instruments on
an accrual basis using the effective interest method based on the actual purchase price. Interest income
includes coupons earned on fixed income investments and accrued discount on treasury bills and other
discounted instruments.

The effective interest methed is a method of calculating the amortised cost of a financial asset or a financial
lighility and of allocating the interest income or interest expenses over the relevant pericd. The effective
interest rate is the rate that exactly discounts the estimated future cash payments or receipts through the
expected life of the financial instrument or, when appropriate, a shorter period to the net carrying amount of
the financial asset or financial liability. When calculating the effective interest rate. the Bank estimates cash
flows considering the contractual terms of the financial instrument but does not consider future credit losses.
The calculation includes all fees and points paid or received between parties to the contract that are an
integral part of the affective interest rate, transaction costs and all other premiums or discounts.

Interest income ad expense

The Bank accounts for interest income on loans in accordance with Jamaican banking regulations. These
regulations stipulate that, where collection of interest is considered doubtful or where the loan is in non-
performing status {payment of principal or interest is outstanding for 90 days or more), interest should be
taken into account on the cash basis and all previously accrued but uncollected interest be reversed in the
period that cellection is doubtful or the loan becomes non-performing. IFRE require that when loans are
impaired, they are written down 1o their recoverable amounts and interest income is thereafter recognised by
applying the original effective interest rate to the recoverable amount. The difference between the regulatory
and IFRS hazes of interest recognition was assessed 1o be immaterial,

Fae and commission income

Fee and commission income is recoghised 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 to
the effective yield 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.

Dividend income
Dividend income is recognised when the right to receive payment is established.

Income taxes
The Bank is exempt from incame tax under Section 12{k) of the Income Tax Act,

Cash and cash egquivalents
For the purpese of the statement of cash flows, cash and cash equivalents comprise balances with less than 90
days maturity frem the date of acquisition including investmeant securities and fixed term deposits.
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2. Significant Accounting Policies (Continued)

igl Repurchase and reverse repurchase transactions
Securities sold under agreements to repurchase (repurchase agreements) and securities purchased under
agreements to resell (reverse repurchase agreements) are treated as collateralised financing transactions.
The difference between the sale/purchase and repurchasefresale price is treated as interest and accrued
over the life of the agreements using the effective yield method.

(h} Leans and advances and pravisions for credit losses
Loans and advances are recognised when cash is advanced to bormmowers. They are initially recorded at fair
value and subsequently measurec at amortised cost using the eftective interest rate method.

Provision for credit losses determined under the requirements of IFRS
The Bank continuously monitors loans or Banks of loans for indicators of impairment. In the event that
indicators are present, the loans or Banks of loans are tested for impairment. & provision for credit losses is
established if there is objective evidence of impairment. & loan or Bank of loans is impaired and impairment
losses are incurred only if there is objective evidence of impairment as a result of cne or maore events that
coeurred after the initial recognition of the loan (a ‘loss event) and that loss event has reduced the
estimated future cash flows of the [can and the amount of the reduction can be reliably estimated, The
criteria that the Bank uses to determine that there is objective evidence of an impairmeant 0ss include:;
iy significant financial difficulty of the obligor,
(il default or delinguency in interest or principal payments;
(iiiy having to grant the bomower a concession that would not otherwise be considered due to the
borroweer's financial difficulty;
(v} the probability that the borrower will enter bankruptcy or other financial reorganisation; or
(v} observable data indicating that there is a measurakle decrease in the estimated future cash flows from
the loan portfolic since the initial recognition of the loans, although the decresse cannot yet be
identified with the individual loan in the portfolic, including:
a) adverse changeas in the payment status of borrowers in the portfolio; and

b} national or local economic conditions that correlate with defaults on the loan portfolio.
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2. Significant Accounting Policies (Continuead)

(h} Laans and advances and provislons for credit losses (contlnued)

The Bank first assesses whether ohjective evidence of impairment exists individually for loans that are
individually significant, and individually or collectively for loans that are not individually significant. If the Bank
determines that no objective evidence of impairment exists for an individually assessed loan, whether
significant or not, it includes the loan in a Bank of lcans with similar credit risk characteristics and collectively
assesses them for impairment. Loans that are individually assessed for impairment and for which an
impairment Inss is or continues ta be recognisad are not included in a collective assessment of impairmeant.

The amount of the loss is measured as the difference between the carrying amount of the loan and the
present value ot estimated future cash tlows, including amounts recoverable from guarantees and collateral,
discounted at the ariginal effective interest rate of the loan. For accounting purposes. the carrving amount of
the loan is reduced through the use of a provision for credit losses account and the amount of the loss is
recognised in the income statement. If a loan has a variable interest rate, the discount rate for measuring
any impairment loss is the current effective interest rate.

For the purposes of a collective evaluation ot impairment, l»ans are Banked on the basis of similar credit risk
characteristics {that is, on the basis of the Bank's grading process that considers lean type, industry,
collateral type and past-due status). Those characteristics are relevant to the estimation of future cash flows
for Banks of such loans by being indicative of the debtors™ ability to pay all amounts due according to the
contractual terms of the loans being evaluated.

Future cash flows in a Bank of loans that are collectively evaluated for impairment are estimated on the basis
of the contractual cash flows of the loans in the Bank. Losses over the preceding 12 months are used as a
basaline to determine historical loss expearience for loans with credit risk characteristics similar to those in
the Bank. This historical loss experience is then adjusted, it necessary, to reflect broader economic trends
aver the most recent 24 month pericd with a 36 month look back period used on the highest risk portfolios.
Finally, applicakle adjustments are made on the basis of current observable data to reflect the effects of
current conditions that did not affect the period on which the historical lose experience is hased and to
ramove the effects of conditions in the historical pariod that do not currently exist.

Estimates of changes in future cash flows for Banks of loans should reflect and be directionally consistent
with changes in related cbservable data and our assessment of changes in the economy fram period to
period {for example, changes in unemployment levels, property and motor vehicle prices, or other factors
indicative of changes in the probakility of losses in the Bank and their magnitude). The methodology and
assumptions uscd for cstimating future cash flows are roviewed regularly by the Bank to reducc any
differences between loss estimates and actual loss experience.

When a loan is deemed uncollectible, it is written off against the related provision for credit losses. Such
loans are written off after all the necessary procedures have been completed and the amount of the loss has
been determined.

If, in a subsequent peried, the ameount of the impairment loss decreases and the decreaze can be related
abjectively to an event occurring after the impairmeant was recognised (such as an improvement in the
debtor's credit rating), the previously recognised impairmeant loss is reversed by adjusting the provision for
credit losses. The amount of the reversal is recognised in the income statement.
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2. Significant Accounting Policies [Continued)
{h} Leans and advances and provisions for credit lesses (continued)

Provision for credit losses determined under the Bank of Jamaica regulatory requirements
The effect of the provision for credit losses determined under the Bank of Jamaica regulatory requirements
is to reserve capital. Mo amounts are booked to the income statement in respect of regulatory provisions.
Provisions calculated based on regulatory requirements that exceed the amounts required under IFRS are
transferred from retained earnings to a non-distributable loan loss reserve in stockholders' equity.

The specific provision is established for the estimated net loss for all non-performing loans and performing
loans that meet specified criteria. Loans are considered to be non-performing where a principal or interest
payment is contractually 90 days or more in amrears. At the time of classification as non-performing, any
interest that is contractually due but in arrears is reversed from the income statement and interest is
thereafter recognised in the income statement on the cash basis only. The estimated net loss is defined as
the net exposure remaining after deducting the estimated net realisable value of the collateral (as defined by
and determined by the regulations) from the cutstanding principal balance of the loan.

(il Investment securities
Investment securities are classified inte the following categores: investment securities at fair value through
profit or loss, available-for-sale securities, held-to-maturity and loans and receivables. Management
determines the classification of its investments at initial recognition and re-evaluates this designation at every
reporting date.

Investment securities at fair value through profit or 10ss are those which were either acquired for generating a
profit from short-term fluctuations in price or dealer's margin, or are securities included in a portfolio in which
a pattern of short-term profit-taking exists. They are initially recognised at fair value and transaction costs are
expensed in the income statement. They are subsequently carried at fair value. Interest income on
investment securities at fair value through profit or loss is recognised in interest income. All other realised
and unrealised gains and losses are included in gain on fargign currency and investment activities.

Available-for-sale securities are those intended to ke held for an indefinite periad of time and which may be
sald in response to needs for liquidity or changes in interest rates, foreign exchange rates or market prices.
They are initially recognised at fair value {including transaction costs), and subsequently remeasured at fair
value, Unrealised gains and losses arising from changes in fair value of available-for-sale securities are
recognised in other comprehensive income. \When the securities are disposed of or impaired, the related
accumulated unrealised gains or losses included in other comprehensive income are transferred to the
income statement.

Held-to-maturity securities with fixed or determinable payments and fixed maturities that the company has
the positive intent and ability to hold to maturity are classified as held-to-maturity.  On initial recognition thay
are measured 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 investments that is not close to their maturity
would result in the reclassification of all held-to-maturity investments as available-for-sale, and prevent the
company from classifying investment securities as held-te-maturity for the financial vear in which sale or

reclassification ocours and the following two financial vears.
inc |
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2. Significant Accounting Policies (Continued)

(1)

i)

Investment securities (continued)

Loans and receivables are non-derivative financial assets with tixed or determinable payments that are not
quoted in an active market other than: (i) those financial assets that the Bank intends to sell immediately or
in the short term, which are classified as held for trading, and (i) those financial assets that the entity upon
initial recognition, designates as at fair value through profit or loss or that it has designated as available-for-
sale.

The fair values of quated investments in active markets are based on current bid prices. If there is no active
market tor a tinancial asset, the Bank establishes fair value using valuation technigues. |hese include the
use of recent arm’s length transactions, discounted cash flow analysis and other valuation techniques
commanly used by market participants.

Financial assets are assassad at each data of the statement of financial position for objective evidance of
impairmeant. & financial asset is considerad impaired if its carrying amount exeeeads its astimated recovarabla
amount. The amount of the impaiment loss for assets carrfed at amortised cost is calculated as the
difference between the asset's camying amount and the present value of expected future cash flows
discounted at the original effective interest rate. The recoverable amount of a financial asset carried at fair
value is the present value of expected future cash flows discounted at the current market interest rate for a
similar financial asseat,

In the case of equity securities classified as available-for-sale, a significant or prolonged decline in the fair
value below cost is considered an indicator of impairment. Significant or prolenged are assessed based on
market conditions and other indicators. If any such evidence exists for available-for-sale financial assets, the
cumulative loss, measured as the difference between the acquisition cost and the current fair value, less any
impainnenl losses praviously recognised in the income slalement, is removed rom olher comprehensive
income and recognisad in the income statement. Impairment losses recognised an the aquity instruments
are not reversed threugh the income statement.

All purchases and sales of investment securities are recognised at settlement date.

nveslmenl securilies ge derecognised when the conbraclual righls 0 receive the cash llows [rom hese
aszels have ceased 0 exisl or lhe assels have been banslermrsd and subslantally all the risks and rewands
of ownership of the assets are also transferred (that is, if substantially all the risks and rewards have not
bean transferred, the Bank tests control to ensure that continuing involvemsant on the basis of any retained
powers of control does not prevent derecognition).

Investment preperty
Investment property is held for long-term rental yields and is, therefore, treated as a long-term investment,

Investment property is measured initislly at cost, including transaction costs, and is subsequeantly carried at
fair value, representing open market walue determined annually by the directors aor by independent valuators.
Changes in fair values are recorded in the income statement.
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2. Significant Accounting Policies (Continued)

(k) Property, plant and equipmant
Land and buildings are shown at deemed cost less impairment losses, and less subsequent depreciation for
buildings. All other property, plant and equipment are stated at historical cost less accumulated depreciation
and impairment losseas.

Subsequent costs are included in the asset’s carmying amount or are recognised as a separate asset, as
appropriate, only when it is probable that future cconomic boncfits associated with the itcm will flow to the Bank
and the cost of the itom can be measurcd reliably, Al othor repairs and maintcnance costs arc charged to
athar opearating expenses during the financisl period in which they are incurmred.

Land is not depreciated. Depreciation on other assets is calculated on the straight-line basis at annual rates
that will write off the carryving value of each asset over the period of its expected useful life. Annual depreciation
rates or period over which depreciation is charged are as follows:

Freehold buildings 2 112%
Camputar equipment 20 - 25T,
Furniture, fixtures and equipment 10% - 20%:
Motor vehicles 20%

Gains or losses on disposals are determined by comparing proceeds with carrving amount, These are included
in other operating income in the income statement.

{1} Impairment of long lived assets
Property, plant and equipment and intangibles are reviewed for impairment losses whanever evants or changas
in circumstances indicate that the camying amount may not be recoverable. An impairment loss is recognised
for the amount by which the carrying amount of the assets exceeds its recoverable amount, which is the highar
of an asset's net selling price and value in use. For the purpose of the assessing impairment, assets are
Banked at the lowest levels for which there are separately identifiable cash flows.

(m) Financial liakilities
The Bank's financial liabilities comprise primarily amounts due to other banks, customer deposits, repurchase
agreements, , other bomrowed funds and policyholders' liabilities.

(n} Borrowings
Borrawings, including those arising under securitisation arrangements, are recognised initially ab fair value,
being their issue proceeds, net of transaction costs incurred. Subsequently. borrowings are stated at
amortised cost and any difference hetween net proceeds and the redemption value is recognised in the
income statement over the period of the bormowings using the effective yvield method.

(o] Provisions
Pravisiohs are recognised wheanh thare is a present legal or constructive obligation as a result of past events, it is
probable that an outfiow of resources will be required to setfle the cbligation and a reliable estimate of the
amount of the obligation can be made.
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2. Significant Accounting Pelicies (Continusd)

(p)

Post-employment benefits

Pension henefils

The Bank operates 3 retirement plan, the assets of which are generally held in separate frustes
administered funds. The pension plan is funded by payments from employees and by the relevant
companies, taking into account the recommendations of independent qualified actuaries. The Bank
operates a defined benefit plan.

Defined benefit pension plans

A defined benefit pension plan is a plan that defines an amount of pension benefit that an employes will
receive on retirement, usually dependent an ong or more factors, such as age, years of service and
compensation.

The amount recognised in the statement of financial position in respect of defined benefit pension plans is
the present value of the defined benefit obligation at the statement of financial position date less the fair
value of plan assets. The defined benefit obligation is caloulated annually by independent actuaries using
the projected uwnit credit methed. The present value of the defined benefit obligation is determined by
discounting the estimated future cash gufflows using interest rates en Government of Jamaica bonds that
are denominated in the currency in which the benefits will be paid and that have terms to maturity
appraximating to the terms of the related pension obligation,

The current service cost of the defined benefit plan, included in staff costs in the income statement, reflects
the increase in the defined benefit obligation resulting from employee service in the current year, benefit
changes, curtailments and settlements.

The met interest cost is calculated by applying the discount rate to the net balance of the defined benefit
obligation and the fair value of plan assets. The cost is included in staff costs in the income statement.

Fast-service costs are recognised immediately in expenses.

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are
charged or credited to equity in other comprehensive income in the pericd in which they arise.

Termination benefiis

Termination benefits are payable wheanever an employae’'s employment is terminated before the normal
retirement date or whenever an employee accepts voluntary redundancy in exchange for these benefits.
The Bank reccgnises termination benefits when it is demonstrably committed to either terminate the
employment of current employees according to a detailed formal plan without possibility of withdrawal or to
provide termination benefits as a result of an offer made to encourage veoluntary redundancy. Benefits
falling due more than 12 months after statement of financial position date are discounted to present value.
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2. Significant Accounting Policies (Continued)

(q} Share capital
Share issue costs
Ordinary shares are classilied as equily,  Incremenlal cosls direcly allnbulable o he issue of new shares
are shown in equily as a deduclion, nel of lax, o lhe proceads,

Dividends on ordinaty shares
Oividends on ordinary shares are recognised in equity in the period in which they are declared.

(r} Government grants
Government grants are recognised at their fair value where there is reasenable assurance that the grant will
be received and the company will comply with all attached conditions.

Government 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
and are credited to profit or loss on the straight-line basiz over the expected useful lives of the related assets.

(s) Intangible assets
Computer software
Cosls hal are dirgclly associaled wilh acguining and developing idenliiable and unigue sollware producls
are recognised as inlangible gssels, These cosls are amarlised using the straighl-ling melhod over heir
useful lives, not excesading a pericd of five years. Costs associated with maintaining computer software
programs are recognised as an expense as incurred.

(t)] Leans receivable
The cash advanced to a bomrower, including any transaction costs, is taken as the fair valus of the loan at
the date of disbursement and, accordingly, that is the amount at which the asset is initially recorded.

{u] Leased assets
Assets leased out under operating leases are included in investment 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. Financial Risk Management

The Board of Directors has overall responsibility for the establishment and oversight of the Bank’s risk
managemeant framewark. The Bank's ovearall risk managemeant approach focuses on the unpredictability of
financial markets and seeks o minimise potential adverse effects on the Bank'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 Bank's risk
managament policies in their specified areas. All Board committees report regularly to the Board of Directors
on their activities. The Board committess and thair activities are as follows;

(i) Investment, Finance and Loans Committes

This committee is responsible for monitoring market rigks that affect the Bank's investment portfolic;
approving credit requests above spscified amounts; enzuring that all credit facilities conform o
standards agreed by the Board, and approving the mix of the Bank's investmeont perfolio. The
committes is also responsible for approving credit write offs, specific provisions against financial assets
and the terms for any renegotiating specific loans.

{ii) Audit and Conduct Review Committee

The Audit and Conduct Roviow Committee is responsible for moenitering compliance with the Bank's
risk management policies and proceduras, and for reviewing the adequacy of the risk management
framework in relation to risks faced by the Bank. This committee is assisted in these functions by
Internal Audit. Internal Audit undertakes both regular and ad foc reviews of risk management controls
and procedures, the results of which are reported to the Audit and Conduct Review Committes.

{iii) Compensation Committees

The Compeansation Committee aims to develop a disciplined and motivated staff complament through the
Bank's human resource policies. The committee ensures that staff is remunerated at 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.

{iv} Enterprize Risk Management Committes
The Enterprise Risk Management Committas provides risk eversight to the eperations of the Bank through

frequent monitoring of the risk implementation policy and strategy. determine the risk tolerance levels of
the Dank and approve risk management reports.
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3. Financlal Rlsk Management {Contlnued)

(2) Market risk

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

| here has been no change in the nature of the Bank’s exposure to market risk or the manner in which it
measures and manages the risk.

(i) Currency risk

Forcign 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 Bank takes on exposure to address the effects of fluctuations in the prevailing foreign currency
cxchange rates on its financial position and cash flows, The Bank has special arrangomonts with
Bank of Jamaica to facilitate the expeditious liguidation of forgign currency liabilities.

The Bank is exposed to foreign cumrency risk on transactions that are denominated in cumrencies
othar than the Jamaica dollar. The main currencies giving rise to this risk are the US Dollar and the
Eurc.

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

2018 2017

Uss € uss €

1L ‘000 ‘000 00y
Cash and cash ecuivalents 1,038 - 1,191 -
Resale repurchase agreements 25,048 - 17,838 -
Invastment securities 22 553 - 223459 -
Mortgage receivable & CEF 41,545 - 2374 -
Loans. net of impairment losses T6,.832 - 58 784 -
Total foreign currency Assets 130 016 - 108 5582 -
Shart-term loans - - (3.782) -
Long-term loans (118,206) (262) {93,630 -
b liabililies - - 11,5800 -
Total forsign currenay liabilities [118,206) [552) (28 98} -
Met foreign currency (liabilitiesiassets 10,610 (B2 10,570 -
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3. Financial Risk Management {Continued)
(a} Market risk (centinuead)
{i} Currency risk (continued)

Foreigh currency sensitivity

The following table indicates the currencies to which the Bank have significant exposures on its
monetary assets and liabilitiee and its forecast cash flows. The change in currency rates helow
reprasents management’s assessment of the possible change in forsign exchange rates. The
sensitivity analysis represents the outstanding foreign currency denominated monstary items and
adjusts their translation at the year-end for changas in foreign currency rates. The sensitivity analysis
includes loans and advances to customers, investment securities and deposits. The carrelation of
variables will have & significant effect in determining the ultimate impact on market risk, but to
demonstrate the impact due to changes in each variable, variables had to be considered on an
individual basis. |t should be noted that movements in these variables are non-linear.

2018 207
Change in Effect Effect Change in Effect Effect
Currency an on currency on an
Y rate profit equity % rate profit aquity
£'000 5§00 £'000 $'000
Strengthening
of the Jamaica dol ar:
sk 2% Fevaluation [27 081} [27.081) 1%  Rewaluation {13,553} [13.533)
Eurc 2% Reevaluation 1,735 1,738 1%  Rewvaluation - -
Wezkening of the
Jamaica dollar:
UZE 4% Crevaluation 54182 54 182 10% Devaluaiion 21,317 21,317
Curg 4% Devaluation {5477 (3477 10% Devaluation - -

This assumes that all other variables remain constant.
{ii} Interest rate risk

Interest rate risk is 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 Bank to a loss of future cash flow, while fixed rate
instruments expose the Bank to loss in fair value. Interest rate risk is managed by holding
primarily fixed rate financial instruments which form the majority of the Gank's financial assets.
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3.

Financial Risk Management {Continued)
{a) Market risk {continued)
(ii} Interest rate risk {continued)

Interest rafe sensitivity
The following table indicates the sensitivity to a reasonable possible changs in interest rates, with all cther
variables held constant, on the income statement and stockholders’ equity.

The sensitivity of the profit or loss is the effect of the assumed changes in interest rates on net income
based on the floating rate of non-trading financial assets and financial liabilties. The sensitivity of other
comprehensive income is calculated by revaluing fixed rate available-for-sale financial assets for the
effects of the assumed changes in interest rates. The correlaticn of variables will have a significant
effect in determining the ultimate impact on market risk, but to demonstrate the impact due to changes
in variable, variables had o be on an individual basis. It should be noted that movements in these
variables are non-linear.

Effact on Effect on Effact an Effect on
Met Profit Equity Met Profit Equity
2018 2018 2017 2017
$°000 $°000 £'000 $°000
Change In basls polnts:
Decrease - JMD -100 and USD -50 (197 148, 197,148 [162.171) 169,171
Increase - JMD +100 and USD +100 197,148 (187.148) 162,171 (168.171)

(iy The Bank's exposure to security price risk 18 insignificant as the Bank's securities that derive their
value from market prices ars not significant.

{b) Credit risk

Credit risk is the risk 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 associates, loans receivable,
Government of Jamaica recoverables, due from Credit Enhancement Facility Fund, and other receivables.
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3. Financial Risk Management [Continued)
(b] Credit risk {continued)

(i} Exposure to credit risk
Current credit exposure is the amount of loss that the Bank would suffer if all counterparties to which
the Bank was exposed 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 bean no changs in the nature of the Bank's exposure to credit risk ar the mannar in which it
measures and manages the risk.

Maximum exposure to crodit risk hefore colfateral held or other credif enthancements

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

o Cradit 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 sxposurs

2018 2017

$'000 5’000

Loan commitments 1,278,044 4,803,647
Guarantees 434 261 822,920

1,712,305 5,626,567
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Notes to the Financial Statements

3.

Financlal RIsk Management (Continued)

{b) Credit risk {continued}

(i)

Exposure to credit risk (continued)

Credit guality is measured and manitored after disburserment primarily by the extent to which the
debtor is current:

Loans

Direct loans
GOJ infrastructure Inans

Finaneial and agricultural institutions loans

Meither past dus nor impaired
Past due but not impaired:
11 3 manlhs

3 lo 6§ manlhs

g to 12 months

Over 12 months

FPast due and impaired

| ezs allmvance for loan losses

2018 2017
$'000 $'00D
5,543 351 5413872
10 423
13,878,180 12,386,977
10,421 541 17 801,278
18,602.624 17,330,675
&7 404 a0.242
15,905 101,007
120,314 41,976
60,352 2,233
1,035,508 855.154
19992107 18,381,287
(570,566) {580,009}
19,421,541 17,801,278
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2. Financial Risk Management {Continued)
{b} Credit risk (continued}

{i] Exposure to credit risk [continuesd)

] Other amounts receivahle- contractual due dates;
2018 2017
$'000 3’000
Meither past due nor impaired
Due from Government of Jamaica ;
Meole receivable 136,057 190,914
Other 266,163 577,109
702,224 768.023
. Other amounts receivakle- no contractual due dates:
2018 2017
$'000 $'000
Mo due date — deemed not impaired
Cue from Government of Jamaica :
Privatisation 41,308 47 618
Other receaivables 270,955 221,213
321,260 269.531
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3. Financial Risk Management (Continued}

(k) Credit risk {continued}

(i} Exposurs to cradit risk [continuad}
The carrving amount, at the reperting date, of loans whosc contractual provisions have bocon
renegotiated was $2,768,355,000 {2017 5383 822 000).

(i) Management of credit risk

The Bank manages its credit risk primarily by review of the financial status of each counterparty,
and structures the levels of credit rizsk it undertakes by placing limits on the amount of rizk
accepted in relation to one bherrower or Bank of berrowers, and to geographical and industry
segments. Such risks are monitored on a revolving basis and are subject to an annual or more
frequent review. The exposure o any one borrower, including banks and brokers/dealers. is
restricted by limits cowvering on and off-statement of financial position exposures. Actual
exposures against limits are monitored daily. Exposure to credit risk is managed through regular
gnalysis of Lhe ab:hlily of borrowers and polential bomowers o meel inleresl payrment and principal
repayment obligations, obtaining collateral and corporate and persenal guarantess. and by
changing lending limits where appropriate.

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

Cash and cash equivalents

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

Investment securities and resale agreements

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

The Bank haz documented investment palicies, which =2erve as a guide in managing credit risk an
investment securities and resale agreements. The Bank'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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3. Financial Risk Management (Continued)

(b)

Credit risk (continued)

(i)

(i)

{iv)

{v)

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

Amounts due from Government of Jamaica

Ralances with Government of Jamaica are regarded as sovereign debt and risk free investment by
the requlators of licensed deposit faking and other financial instinitinong.  The default risk of
Government of Jamaica is low and, therefore, the Bank does not anticipate any detault on the
recovery of these balances.

Loans

The manadgemeant of credit risk in respeact of loans is executed by the management of the Bank.
The Investment, Finance and Loans Commitiee of the Board of Directors is responsible for the
oversight of the Bank's credit risk and the development of credit policies. There is a documented
credit policy in place, which guides the Bank's credit process.

Impairment

Impaired financial assets are assets for which the Bank 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
maore than 20 days, known difficultiss in the cash flows of the countarparty, and failure to comply
with the criginal torms of the loan agrocment,

Impairmeant 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 collateral held and the anticipated receipts for that individual
account.

Past due but not impaired leans

These are loans where contractual interest or principal payments are past due but the Bank
believes that impairment is 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 Bank.

Leans 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 Bank has made concessions that it would not otherwise
consider. Once the loan is restructured, it is classified and monitered.
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3. Financial Risk Management (Continued)
(b} Cradit risk (continusad)
(vi}  Write-off policy

The Bank writes off a loan {and any related allowances for impairment losses) when it determineas
that the loan is uncollectiple. This determination is usually made after considering information
such as changes in the borrower's financial position, or that proceeds from collateral will not be
sufficient to pay back the entire exposure. The write-off of loans must be submitted to the
Investment, Finance and Loans Committee for recommendation to the full Board for approval.

{vii) Collateral and ¢ther credit enhancements held against financial assets

The amount and type of collateral required depends an an assessment of the credit risk of the
counterparty. The Bank has guidelines that set out the acceptability of different types of collateral.
The types of collateral held by the Bank are as follows:

« Loans Mortigages over properties, liens over motor vehicles and other
registered securities, hypothecation of shares, promissory notes,
and guaraniees.

+ FResale agreements Government of Jamaica securities.
Collateral is generally not held for balances with banks or broker/dealers, except when securities
are held under resale agreements. Collateral is generally not held against investment securities,

and no such collateral was held at the reporting date (2017 - no collateral held).

Estimates of fair value are based on the value of collateral assessed at the time of borrowing,
and generally are not updated except when a loan is individually assessed as impaired.
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3. Financlal Risk Management (Continued)

(c)

Liquidity risk

Liguidity risk is the risk that an enterprise will encounter difficulty in raising funds to meet commitments
associoted 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 imporant factors in assessing the liquidity of
the Bank and its exposure o changes in interest rates and exchange rates.

The Bank’'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 incurring unacceptable losses.

The Bank's investment securities are cansidered readily realisable as they are Government securities. The
Bank alsn has the ability o borrow in the shart-term at reasonable interest rates (o cover any shortfall that
may arise from its operations.

Craily reports covering the liquidity position of the Bank, including any exceptions, and remedial action taken,
are submitted regularly to the Managing Director and detailed investment schedules are presented monthly to
tha [nvestment, Financs and Loans Commitiae.

The Bank is not subject to any externally imposed liquidity limit,

The following table presents the undiscounted contractual maturities of financial liabilities, including interest
payments, on the basis of their earliest possible contractual maturity.

Within 2 dta12 1te b o Ovear B Mo spacific Total eash Carrying
Months Months Years Years maturity flows amount
£'000 $'oo0 £'000 $'000 $'oon $'000 $'0o00

Liakilities
Loans payakle 519,155 1,017,300 5.571.259 7.565.559 5252528 19,825,801 18,825,801
Cither Liabilities - 188,568 - - §33, 776 B2 344 B32,344
519155 1,215,865 5,571,258 7 565,553 5,886,304 20,758,145 20,758,145

2017

Liakilities
Loans payakle 531,206 32,220 8,283,809 464,261 8054 153 18.0E5,549 12,055,549
Other lighilities 125467 439,445 200,715 - - 765,630 783,630
795,673 271,663 3,554,527 464,261 5.054,153 15,831,278 18,831,279

There was no change in the nature of the Bank's liguidity risk ar its approach 12 managing or measuring the
risk.
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3.

Financial Risk Management {Continued)

{d}

{a}

Operatlonal risk

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

The Bank's objective is to manage operational risk so as to balance the avoidance of financial losses and
damage to the Bank's reputation with owverall ¢ast effectivensss and to avoid control proceduras that restrict
initiative and creativity.

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

- requirement for appropriate segregation of duties, including the independent authorisation of
transactions;

. requirement for the reconciliation and monitoring of transactions,

. compliance with legal requirements;

- documentation of controls and procedures;

- requirement far the periodic assessment of operational risks faced, and the adeguacy of controls 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.

Compliance with the Bank’s standards is supported by a programmme of periodic reviews undertaken by
internal audit. The results of internal audit reviews are discussed with the management of the husiness unit
to which they relate, with summaries submitted to the Audit and Conduct Review Committee. which reports
its findings to the Board of Directors.

Capital management

The Bank is net a regulated entity and, therefore, has no externally impesed capital requirements. Howsver,
the Bank secks to maintain a minimum capital to safeguard its akility 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 Bank defines its capital base as share capital, capital and other
reserves and retained earnings. The Board's determination of what constitutes a sound capital position is
informed by the mission of the Bank and the fact of its government ownership. The Board's policy is to
maintain @ balance betwesn a sound capital position, the shareholder's demand for dividends, and the risks
associated with borrowing to finance its activities. The policies in respect of capital management are
reviewed from time to time by the Board of Directors.

There were no changes in the Bank’s approach to capital management during the year.
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3. Financial Risk Management {Continued)
(f) Fair value estimation {continued)

{ii] Meazurement of fair values:
Fair value is the price that would be received 1o sell an asset or paid to fransfer a liahility in an orderly
transaction between market paiticipants at the measurement date.

The company’s accounting policies and disclosures require the measurement of fair values for financial assets
and liakilities.

When measuring fair value of an asset or [ability, the company uses observable data as far as possible. Fair
values are categorized into different levels in a three-level fair value hierarchy based on the inputs used in the
valuation techniques, as follows:

Lavel 1

Included in the Level 1 categary are financial assets and liabilities that are meas=zured by reference to publizhed
quaotes in an active market. A financial instrument 1s regarded as quoted in an active market t quoted prices are
readily and regularly available from an exchange, dealer, broker, industry group, pricing service or regulatory
agency and those prices represent actual and regularly occurting market transactions on an arm's length basis.

Level 2

Ineluded in the Level 2 category are financial assets and ligbilities that are mesasured using a valuation
techniqguea based on assumptinons that are supparted by prices fram observable current market transactions, and
for which pricing is obtained wia pricing services, but where prices have not been determined in an active
markel. This includes linancial assels wilh fair values based on broker quoles, invesiments in lunds wilth fair
values obtained via fund managers, and assets that are valued using a model whereby the majority of
assumplions are market observable.

Level 3

Iheluded  in the Level 3 category are financial assets and liabilities that are measured using
non-market ohservable inputs. This means that fair values are determined in whole ar in part using a valuation
technigue {model) based on assumptions that are neither supported by prices from observable current market
transactions in the same instrument nor are they based on available market data.

The following table shows the valuation methods used to measure Level 2 fair values as well as any significant
unobservable inputs used.

Financial assets Method

Guvernmenl of Jarnaiva J3 securilies and + Oblain bid yield from yield curve  provided by a
Bank of Jamaica securities recognized pricing source (which uses market-supplied
indicativa bide)
+ Using this yicld, dotermine price using accopted formula
« Apply price to estimate fair value.

Linits in unit trust Prices of unite at reporting date as quoted by the Fund
hManagers.

There were no financial azsets designated at Level 3. No financial assets were transferred from onge
level in the hierarchy to another.
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4. Critical Aceounting Estimates and Judgemaeants in Applying Accounting Policies

The Bank’s financial statements and its financial results are influenced by accounting policies, assumptions,
estimates and management judgment, which necessarily have o he made in the course of preparation of the
financial statements.

The Bank makes estimates and assumptions that may affect the reported amounts of assets and liakilities
within the next financial year, Al estimates and assumptions required in conformity with IFRS are best estimates
undertaken in accardance with the applicable standard,

Estimates and judgments are continucusly evaluated and are based on past experience and other factors,
including expectations with regard to future events. Accounting peolicies and management's judgments for
certain items are especially critical for the Bank's results and financial position due to their materiality.

Impalirment lossas on loans and advances

The Bank reviews its IDan portfolio to assess impairment at least on a manthly basis. In determining whether an
impairment loss should be recorded in the income statement, the Bank makes judgments as to whether there is
any observable data indicating that there is a measurable decrease in the estimated future cash flows from
[cans. This evidence may include observable data indicating that there has been an adverse change in the
payment status of borrcwers in a Bank, or national or local economic eonditions that comrelate with defaults on
assefs in the Bank. Management uses estimates based on historical loss experience for assets with credit risk
characteristics and ebjective evidence of impairment similar to those in the portfolio when scheduling its future
cash flows. The methodology and assumptions used for estimating both the amount and timing of future cash
flows are reviewed reqularly to reduce any differences between loss astimates and actoal loss experience.

Future obligations for post-employment benefits

The cost of these benefits and the present value of the future chligations depend on a numkber of factors that
are determined By actuaries using a number of assumptions. The assumptions used in determining the net
periodic cost or income for retirement benefits include the expected long-term rate of return on the relevant plan
assets, the discount rate and, in the case of health benefits, the expectad rate of increase in health costs. Any
changes in these assumptions will impact the net periodic cost or income recorded for retirement benefits and
may affect planned funding of the pension plan. The expected return on plan assets assumption is determined
on a uniform basis, considering long-term historical returns, asset allocation and future estimates of long-term
investment returns. The Bank determines the appropriate discount rate at the end of each year, which
represents the interest rate that should be used to determine the present value of estimated future cash
outflows aexpacted to be reguired to settle the retirement benefit obligations. In determining the appropriate
discount rate, the Bank considered interest rate on government bonds that are denominated in the currency in
which the benefits will be paid, and have terms to maturity approximating the terms of the related obligations.
The expected rate of increase of health costs has been determined by comparing the listornical relationship of
the actual health cost increases with the rate of inflation. Other key assumptions for the retirement benefits ars
bhased on current market conditions.

Residual value and expected useful life of property and aquipment:

The residual value and the expected useful life of an asset are estimated by management on the basis of
cerain assumptions. They are reviewed at l2ast 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.
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5. Met Interest Income

2018 2017
000 000
Interest income
Loans and advances 1,061,807 1,029,532
Income from sugar loan agreement 45 554 39 980
Investment securities 183,811 206,186
Feverse repurchase agregments a0,513 43,8357
Cash and deposits and other 3,027 2277
1,384 812 1.321,B32
Interest expanse
Leng term loans (624,597 (370,407
Met interest income 760,215 751,425
6.  Other Income
2018 2017
%000 $'000
Administrative fees 20,973 20,278
Commitment fess 33,002 42 084
Dividend income - 14,585
Gain on disposal of property and equipment 1453 1,508
Rental income a0,.681 88 627
Foreign exchange gains - 72,847
Collections in respect of loans previously written off 5444 15,450
IDB Wenture Capital Conference - income 6,521 23,030
IDB Venture Capital Conference - expense (6,521) {23,034)
Public Private Partinership & Privatisation - fees 49 533 43,248
Miscallan&eous 75,896 a2 631
280,988 381,345
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T. Staff Costs

2013 2017

3000 5'000

Salaries and wages 402 341 346 943
Payroll taxes 25270 22903
Pension costs — defined benefit plans {Mote 138) 10,183 5,139
Performance incentive bonus 25,631 26,326
Cther 94 454 85,450
557,940 409 TE6

8. Operating Expenses

2018 2017

$'000 $'oo00

Amortisation B 603 3,297
Advertising and public relations 24 491 41,878
Assistance to projects 5,001 53.0687
Auditors’ remuneration 4 B&D 4 816
Depreciation 3B BT 36,624
Directors' fees 1,906 1.807
Legal fees 2498 4 872
Frofessional fees 36,240 43 892
Motar vehicle expenses 6,020 6.735
Cecupancy costs — including insurancs, utilities and repairs 128,232 106,951
Travelling 6,373 8,684
D|5<:Gun’|n_| c;r: rﬁgg;zgﬁgll_ladvances made to 4,001 3709
Foreign exchange losses 134,691 -
Other 23,363 20,833
425,841 287,145
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9.

Cash and Cash Equivalents

Cash

Deposits

MNat dabt raconciliation

2018 2017
$°000 $000
05 a5
948,702 510,083
948,797 510,188

This section sets out an analysis of net debt and the maovements in net debt for each of the periods presented.

2018 207

$'000 $'000
Cash and cash equivalents (Mote &) 848,797 510,188
Borrowings — repayable within one year (excluding overdraft) {2,683,534) (3,5758,578)
Borrowings — repayable after one year (17,032,267) (14 487 071)

Met defat (18,977 004) (17,555 461)
Cash and liquid investments 248,797 510,188
(Gross debt — fixed interast rates (19,925,801 (18,065,649)
Net debt (18,077.004) (17,555,461}
Oiher assets Liakiliti=s from financing activities
Borrowings Borrowings
GCashl bank due within 1 due after 1
averdraft year year Total
5'000 $°000 5'000 $'000
Met debt as at 1 April 2016 885,000 (3,039,845} {13,765,255) {15,518,200)
Cagh flavws {387,738) (338,933, {89,270 (8BS, 561)
Fareign exchange adjustmenis 11,846 - (BE2, 548 (6506007
Met debt as at 21 March 2017 510,185 [3,578.578] (14 487.071) {17.E55.461
Cash flows 441 464 BEh 044 (4. hdd BEM #4417 BaT)
Fareigh exchange adjustmanis (3,260) - 305,030 301,670
Chher nen-cash movemenis - - 84 bz2d 034,524
Met debt as at 21 March 2018 Q48 797 (2,893 534] (17,032,257 {18,977.004)
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10. Reverse Repurchase Agreement

The Bank enters into collateralised reverse repurchase agreements which may result in credit exposure in the
event that the counferparty to the transaction is unable to fulfill its contractual obligations. Included within reverse
repurchase agreements is accrued interest receivable of $8.418,000 (2017 - $4,524,000). At the reperting date, all
agreemants weré collaterised by Government of Jamaica securities.

Included in reverse repurchase agresments are securities with an original maturity of less than 90 days
amounting to $1,741,810,000 {2017 — $2,924 979 000} which are regarded as cash equivalents for the purposes
of the statement of cash flows.

The fair value of the collateral underlying the resale agreements was 33,649,093 (2017 - §3,020,908) at the
reporting date.

11. Investment Securities
Remaining term to maturity
Within 3 3toi2 1t0 5 Over 5 Carrying  Carrying

months  months years years value value
$'000 $'000 $'000 $'000 $'000 $'000
2018 2017

Held to maturity:
Government of Jamaica -
Loan and racevables:

45768 140,250 187.018 340428

Preferences shares - - - - - 11,713

Unguoted equity securities - - - 181,518 181,519 59 820
Availsble for sale:

Units in unit trust - - - - 5,860 5 586

Government of Jamaica bonds
- - - 2825084 2625084 2582487
2,630,944 2 588,073
Interest receivakbles 12,993 30,2986
3012474 3030428
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11. Investment Securities (Continued)
{a} National Debt Exchange

Government of Jamaica ("GOJ"} bonds include $136,000,000 of Fixed Rate Accreting Notes {“FRANS").
As part of the National Debt Exchange, GOJ mancated the Bank {and all other state-ownedicontrolled 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 value of $136,000,000, resulting in a loss of $34,000,000. The terms of the FRANS are as
follows:

{it A holder of Old Notes was issued with J320 of initial principal value of FRANS for every J$100 of
principal value of Old Notes,

{il  Interestis payable semi-annually on February 15 and August 15 at a fixed rate of 10% p.a. on the
gccreted principal value with the first payment being made on August 15, 2013.

{iiy  Accration for the addiional J520 of principal value will commeancea in August 2017 as follows:

s 0.5% of $100 every six months from August 15, 2017 until August 15, 2020;
* Thereafter, 1.0% of $100 every six manths until August 15, 2026; and
s Thereafter, 1.5% of $100 every six months until August 15, 2027.

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

12. Investment Properties

2018 2017

5000 5000
Balance at beginning of year 607,560 496 464
Fair value gains 31,411 111,096
Balance at end of year 636,971 8d7, 560
Land at Drax Hall, SL.Ann 16,083 16,260
Manor Park apartment, rented 21,763 18,800
21 Dominica Drive, rented 601,125 572,500

535,971 B807, 560

Income earned from the properties 60,463 57,144
Expenses incurred by the properties {10,695) (5,347
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12. Investment Properties (Continued)

The properties held are stated at fair value and determined by professional property valuers, Allison Pitter and Co.,

Chartered (Valuation) Surveyors.

The fair value measurement for investrent property has been categorized as a Lewveal 3 fair value based on the

inputs to the valuation technique used.

13. Investment in Associates

Ordinary shares, at cost

Advances and related accrued interest receivablas
Original advances
Additional advances

Reimbursements

Gross amount receivables

Urnaccredited imputed interest:
Original amount of discount
Discount on additional advances
Total discounts
Accretion in previous years
Unaccreted interest carried forward

Present value of amount receivable

Share of losses
Atbeginning of year
Loss recognised during the year

At end of year

2018 2017
%000 £'000
250 250
1,338,700 1,283,994
95,647 80,013
(387) (25.307)
1,433,960 1,338,700
(304,584 (300,875)
(4,001) (3,709)
(308,675) (304,584
80,554 80,554
(228,121} (224,030)
1,206,089 1,114,920
(93,110} (52.725)
(57.722) (40,385)
(150,832} (93,110)
1,055,257 1,021,810
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13. Investment in Assaciates (Continued)

| hey sharcholders of Harmaonisation Limitod cntorod into a now agroomaent botwoon thomselves to ceasc charging
interest on their advances and w issug preference shares to the existing sharehalders in the ratio aof their
outstanding advances. Advances are unsecured with no fixed repayment date. At the reporting date, the
prelerenoce sharcss bad nol boon issood. D oxpoecloed hal Lhey owall e issoed whoen e Joind Yoenloee @and
Mombors Agrocments come into forco.

As the lorig-lenn receivable s non-inlerestl-bearing, intenesl incorme has been mpuled in aceordance withe he
requircments of IFRG.

2018 2017

£'000 $'000

Current assets J6T 027 P3T 206
Mon-current assets 2,351,892 2353 357

Currant liakilitias 12021 5 629
Mon-current lichilities 3,126,371 2875.374
Revanua 15618 12 551
Loss from continuing operations (116,858} {77, 708)

14. Loans Receivables, Net of Provizion for Credit Lasses
2018 2017
%000 $'000
Direct loans to end users 5,543 341 5,413,935
Financial and agricultural institutions loans 13,878,180 12,366,977
Govemment of Jamaica Infrastructure Loan Programme 1Q 429
18,421,541 17,801,273
Drirect loans to end users;
Remaining term to maturity

¥¥ithin 3 Sto 12 Tio 5 Owvers Carrying amying

Meonths Maonths Years Years value value

000 %000 £°000 $°000 £'000 000

2013 2017

Loanz receivable 270,800 71168 1.809,528 28921872 LST773.174 5,574.213

Interest receivable 178,020 244,203

5,849 194 S,B19.716
Less impairment allowance (405,045, 1405 044,

5,543,351 5,413,872

Ihiey loang boar inloresl al ralos ranging Trome 4% - 10% (2007 - 4% - 10%) por annurm.,
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14. Loeans Receivables, Net of Provision for Credit Losses {Continuad)

Finanecial and agricultural institutions loans:

2018 2017
$'000 $'000
Loans to financial institutions 13,342 906 11,744 849
Inforest reccivables 18,302 12,874

13,361,208 11,757,563

Loans to National Poople's Co-operative Banks 6a0,210 802 024
Inlerest receivable on Loans o Malional People’'s Co-operalive Banks 1,484 1,555
581,694 803,579

14,042 802 12,561,142
Less impairment I0sses on oans 1164, 722) {174, 163)
13,878,180 12,386,977

Savernment of Jamaica Infrastructural Loan Proegramme

2018 2017

§°'000 8000
Loan amount 10 429
Interest receivablzs 177431 177,431
177,441 177,860

Less impairment losses on leans {177 4313 {177 4313
10 429

1&. Du#e from Government of Jamaica
Dhie from Govemmont of Jamaica Privatisation

This balance represents amounts advanced by the company in the process of divesting assets on behalf of the
Goavernment af Jamaica ("GOJ"), nat of the proceeds of the divestments.

Net Met
recoverablel Amount Proceesds recoverable/
{payable} advanced collected {payable)
$'000 000 $'000 $000
2017 2018
Praojects in progress 134,637 47 991 (54,303) 128,325
Prajacts complated (79,841 - - (79,541}
Cthers [7.078) - - (7 073)
47,618 47,981 (94,203 41,306
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15. Due from Government of Jamaica (Continued)
Due from Govemiment of Jamaica- Other:
{a) Mote receivable:

0J 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 2 non-interest bearing
promissory note to the company in the amount of JE1,004,168,000 repayable over a ten-year period

commencing 1 April 2011 and ending 31 March 2021 in semi-annual instalments, The carrying amount is
made up as follows:

2018 2017
$°000 $'000
Face value of 10- year interest — free note 1,004 168 1,004 168
Imputed interest {345,006) (345,006)
Fair value at date of issue [Note 25) 859,112 659,112
Principal portion répaid in instalmeants receivad to date {523.063) (468, 198)
Carmying amount 136,049 190,914
(b) Exchange losses on loans:
(il Caribbean Davelopment Bank loans:
Unrealised 396 481 421,488
Realised 38,753 38,753
435,234 450,222
(i} European Investment Bank loans (Mote 21):
Realised 47 647 ar 67y
(iily Other loans:
Unrealised 83,303 79,210
BBG,184 577109
743,539 815841
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16. Cradit Enhancement Facility Fund

The Credit Enhancement Facility Fund ("the Fund”), which was established with effect from July 2009, is an
arrangement betweaen the Approved Financial Institutions ("AFIF) and the Bank, which is aimed at providing partial
collateral guarantees to AFIs for loans to Small and Medium-sized Enterprises ("SMEs™) which do not meet the full
collateral requirements, and the Fund was set up 85 8 part of the arrangements. Losses arising from these
guaranteed loens are shared between the Bank and the AFls.

The Bank indemnifies the AFls for losses ingurred on loans made, with the indemnity maximised at (1) the lower of
$15 millicn or 50 per cent of the value of the loan on regular SME loans {2} the lower of 515 million or 80 per cent of
the value of the loan on SME Energy loans and (3 the lower of 35 million or 80 per cant of the value of the loan on
regular SME loans not exceeding $6.25 million.

The Bank has transferred $250 million from its investments and placed it in a Trust, managed by a Board of
Trustzes with a trust deed in place.

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

2018 2017
$'000 $'000
Assets -

Investments 131,357 131,357
GO Glabal Bonds 214,843 209,343
Repurchase agreement 2,165 2,084
Cash at bank 25149 12,247
Receivables 115,507 110,71
497,021 465 822

Fund capital, reserve and liability -
Func capital 250,000 250,000
Accumulated profit 225,556 197,079
475 558 447 070
Fayables 21 465 18,743
497,021 485 822
2018 2017
000 $'000
Frofit for the year 28477 23788
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17. Other Receivables

2018 2017
$'000 $'000
Broker receivables a&, 530 -
Other raceivables 48,671 78,885
Waorld Bank receivables 46,146 1,610
Prepayment 17,625 13,723
Staff receivables 166,613 127,695
MIEJ recoveries 478,314 479 314
NIEJ provision recoveries 479,314} (478,314}
376,480 221913
18. Employee Benefit Assets
2018 2017
$'000 $'000
Assets recognised in the statement of financial position —
Pension scheme 239,471 205 573
Amounts recognised in profit or loss -
Pension schemea 10,193 8,139
Amounts recognised in other comprehensive income —
Pension scheme 63,980 (32 271)

(g8} The Bank cperated a defined-contribution pension scheme for the former employees of The National
Development Bank of Jamaica Limited (NIBJ); it was administered by a company. Benesfits to retired members
were based on employee and employer contrioutions, bonuses and intersst credited. The assets of the
scheme were held independently of the Bank's assets in separate trustes-administered funds. Approval for
the winding up of the scheme was recaived from the Financial Services Commission in June 2012, and,
following an actuarial valuation done as at June 2012, all members entitled to benefits received them in the
form of annuities secured through a Company.

(b} As a result of the merger of {NIBEJ) and the Bank on 1 September 2006, the employees of NIBJ were
transferred to the Bank and became members of the Development Bank of Jamaica (DBJ) Pension Scheme.
Parmission was sought from, and grantsd by, the FSC for the transfer of the plan assets and benefit
obligations of the MIBJ Schame and the subsequent winding up of that Scheme, effective as of the merger

tate
m
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18. Employee Benefit Assets (Continued)

(¢) The Bank has a defined-beneft scheme, which is adrministered by Trustees appointed by the Bank and by an
employee-appointed trustee. The scheme, which is open to all full time, permanent employees, is funded by
employer and emplovee contributions of §.9% and 5% of pensionable salaries. respeciively. In addition, the
employees may voluntarily contribute a further 8.1% 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
final pensionable salary multiplied by his years of pensionable service, plus such amount as may he
cetermined by the actuary to be the pension equivalent of any voluntary contributions, accumulated with
interest computed to the date of retirement, standing to the credit of the member on the date the pension is to
commence. The funding valuation of the scheme as at 31 December 2012 had a past service surplus of
$195,517,000.

The ameounts recognised in the statement of financial position are determined as folloves;

2018 2017
$'000 $'000
Present value of funded obligations (1484 335) {1,234,8558)
Fair value of plan assets 1,723,806 1,530,433
Assets in the statement of financial position 230 471 295578
The movement in the definad bhenefit obligation over the year is as follows.
2018 2M7
$'000 $000
Balance at beginning of year 1.234 B84 1,012,924
Current service cost 40 582 24,531
Interest cost 119,886 03,8582
Re-measurernents -
Experience losses 118,402 107,204
hMembers' contributions 12,065 10,877
Benefits paid (39,465) (24,763
Balance at end of year 1,484 335 1,234 B55
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18. Employee Benefit Assets (Continued)

The movement in the defined benefit asset during the year is as follows:

2018 2017
$000 $'000
Balance at beginning of year 1,530,433 1,267,610
Interest income 145,180 114,484
Re-measurement -
Return on plan assets, excluding amaounts
included in interest income 52412 139,476
Contrioutions 43,5915 39,780
Benefits paid (39.465) (24 783)
Administration expenses (8,273 {6.154)
Balance at end of year 1,723,808 1,530,433

The amounts recognised in profit or loss in the statement of comprehensive incame is as follows:

2018 2017

$'000 $000
Current service cost 27238 22 787
Interest costs 119 BGE 93682
Interest income (145,180} (114,484)
Administration expenses 8,278 5,154
Total, included in staff costs (Note 7) 10,193 8,139
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18. Employee Benefit Assets [Continued)

Plan assets are comprised as follows:

2018

Guoted Unguoted Total
$'000 $'000 $'000 %o
Unitised investments - H8,974 58 974 3.4
Gavernment of Jamaica bonds - 728,741 728741 422
Corporate bonds - 191,350 191,350 111
Resale agreements and CGDs - 134,700 134 700 78
Feal estate - 117,878 117,978 .8
Equity securities AR5 733 - 488 733 28 4
Meat currant assets - 3,330 3.330 0.2
488,733 1,235,073 1,723 806 100

2017

Quoted Unquoted Total
$°000 $'000 $'000 %a
Unitised investments - 50,004 50,004 33
Government of Jamaica bonds - 796 624 7896 624 521
Corporate bonds - 1581 491 181,491 11.8
Resale agreements and COs - 23,519 23519 1.5
Real estate - 115,455 115,455 7.4
Equity securities 356,072 - 356,072 233
Met current assets - 7 268 7 268 0.05

356,072 1,174,361 1,530,433 100
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18. Employee Benefit Assets (Continued)

Expected contributions to the post-employment plan for the year ending 31 March 2018 are $43,515,000
{2017 - 539,780,000).

Movements in the amounts recognised in the statement of financial position:

2018 2017
$'000 $'000
Assets at beginning of year 295 578 254 686
Amounts recognisad in profit or loss inthe statement of
comprehensive income {10,193) (5.13%)
Amounts recognised in other comprehensive income [63,9390) 32,271
Contributions paid 18,076 18,760
Assets at end of year 239 471 285578
The significant actuarial assumptions used were as follows:
2018 2017
Discount rate 7.5% 9.5%
Futurg salary increasss 5.0% 7.0%
Expected pension increase 2.25% 3. 25%

Assumptions regarding future mortality are set based on actuarial advice in accordance with published
statistics and experience. These assumptions translate inte an average life expectancy in years for a
pensioner retiring at age 60,
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18. Employment Benefit Assets (Continued)
The sensitivity of the defined benefit obligation to changes in the weighted principal assumptions is:

Impact on post-employment obligations

Change in Inerease in Decrease in

Assumption Assumption Assumptien

$'000 $'000

Discount rate 0.5% 1,400,125 1,581,561
Future salary increases 0.5% 1,504,942 1,465.241
Expected pension increase 0.5% 1,556,371 1,420.071

The above sensitiviby analyses are based on a change in an assumption while holding all other
gssumptions constant. In practice, this is unlikely to occur, and changes in some of the assumptions may
be correlated. When calculating the sensitivity of the defined benefit obligation to significant actuarial
assumptions the same method (present value of the defined benefit obligation calculated with the
projected unit credit mothod at the end of the reperting poriod) has boen applicd as when calculating tho
ponsion liakility recogniscd within the statement of financial position.

The methods and types of assumptions used in preparing the sensitivity analysis did net change comparad
to the previous period.
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19. Intangible Assets

Computer
software
000
At Cost -
At 1 April 2016 17 682
Additions 32,808
At 31 March 2017 20,280
31 March 2018 50,290
Depreciation -
At 1 Apnrl 2018 15,448
Charge for the year 3,297
At 31 March 2017 18,745
Charge for the year 8,603
31 March 218 27,348
Net Book Value -
31 March 2018 22,942
31 March 217 31,645
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20. Property, Plant and Equipment

Motor
Freeshold Furniture, Vehicles
Land and fixtures, plant Furniture & Computer
Buildings and squipment Equipment Equipment Total
$'000 $'000 5000 5'000 $'000
Costhaluation
At 1 April 2016 513,882 229,542 od,139 49 218 1,145,781
Additions - 4,062 5,648 165,415 25,325
Disposals - - {15,169) {1,004, {16,173)
Revaluation 73,847 - - - 73,847
Adjustment 2,222 - 2.222) - -
At 31 March 2017 £58.231 233,604 41,506 G3.622 1,228,780
Additions 32,685 18,163 6815 14,787 70,250
Disposals - (3045) 2,589 (SE0) {3.454)
Revaluation G 955 - - - a0, 958
At 31 March 2018 HE3,095 249 462 43,622 77 856 1,396,535
Accumulated Depreciation -
At 1 Aprl 2016 108,511 170,781 28,271 ar. 11 342,682
Charge for the year 11,495 12,537 6,009 6,584 36,625
Disposals - - {9.666) (983) {10,648
At 31 March 2017 118,006 183,318 24,614 42 720 3GB,658
Charge for the year 12,833 10,344 €424 0472 38,873
Disposals - [244) {2,589) (5B60) {3,307
At 31 March 2018 130 B3G 193 418 i 444 nl 532 A{14 138
Met Book Value -
31 March 2018 BRZ2 956 55,044 17,173 26,224 Oh2 397
31 March 2017 T71,945 50,286 16,982 20,909 860,122

The Bank's freehold land and buildings, with a historical cost of $96,116,000 {2017 = 96,116,000}, were last
revalued in February 2018 on the basis of an open market valuation, by independent professional valuers. The
excess of wvaluation over the camying walue of freehold land and buildings of $61,230,000 (2017 —
$73,847,000) has been credited to other comprehensive income {included in revaluation reserve) (Note 24,
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21. Loans Payable (Continued)

{a} Government of Jamalca

In a letter dated January 31, 1885, the Government of Jamaica ("G0J") agreed to bear the exchange risk on
lcans negotiated and on-lent to the company by the Ministry of Finance and Planning ("MOFE& F*). The loans
which are covered by the agreement were on-lent to the company (and are repayable to the Government) in
Jamaica dollars. The repayment to the GOJ is usually done by an off-set against certain amounts due to the
Company by the GO,

(i)

{iii}

{iv)

{v)
{wi}

{wii)

{wiil]

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

This loan represents the GOJ contribution to the company in accordance with certain agreemeants.
The International Bank for Reconstruction and Development (IBRD) agreement recommends that
the debt/equity ratic does not exceed four times its equity. At March 31, 2018, the financial position
of the company disclosed a ratio of 1.8:1 (2017 - 1.7:1).

This is a Igan from the Ministry of Agriculture (MOA)Y which was on-lent to the Mational Peoples
Cooperative Bank (NPCE) 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 te MIBJ to facilitate investment in the development of
Jamaica’s South Coast through Ackendown Mewtown Development Company Limited (ANDCO).
The loan bears interest at a rate of 8% per annum and is to be repaid in 20 equal instalments on
June 30 and December 31 each year. The gurrent portion is being repaid to the Government of
Jamaica.

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

This loan was obtained from GOJ to be used for warking capital purposes by the Jamaica Citrus
Growers Associagtion Limited. The principal amount is to be repaid in monthly instalments after a 3-
month moratorium. Mo interest is charged by the company on the amount on-lent.

This amount represents funds received from the GOJ for its Young Entreprensurs Programme,
which is an initiative of the GG to provide training and funding for school leavers at high and tertiary
levels to develop small businesses. Mo interest is charged by the company on the amounts on-lent.
This loan was repaid during the year.

{1 This represents the J$ equivalent of the amount of US3$1,816 650, being the amount drawn
down up to the reporting date out of a loan of USEL,600,000 from the Gavernment of
Jamaica, which on-lent money barrowed from the Werld Bank for the Energy Security and
Efficiency Enhancement Project being managed by the company. Under the terms of the
sub-loan:

- Intzrest is pavakle at the rate of G-meonth LIBOR plus 3 variable spread computed
by MOF&F, after a moratorium of one year from the date of disbursement.

- Princigal 15 repavable in 42 instalments on March 15 and September 13,
commencing March 15, 2018 and ending March 15, 2040,
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21. Loans Payable [Continuad}

{a) Government of Jamaica [continued)

(it}

(ix)

{ i)

(xiii)

(Kiv)

(xv)

(2} Loan amount of USE2.6883 3250 was drawn down on the loan of US$4 800,000, The
Government of Jamaica bears the foreign exchange risk on this portion of the loan and this
loan bears interest at a rate of & per cent per annum.

The MOF&P has entered into a lean agreement with the International Bank for Reconstruction and
Development referred to as the World Bank to fund the Foundation for Competitiveness and Growth
(FCGP). The PIOJ is the project exscution unit; the DBJ carries out the credit functions far small
medium enterprises (SME's). The GOJ bears the foreign exchange risk on the loan.

This Ioan from the Inter-American Development Bank (IDB) was on-lent to Jamaica Small Business
to enhance their Climate Change Adapttion Programme. Mo interest is charged on the Loan. This
loan is to be repaid to the GOJ by Jamaica National Small Business in 2020

This represents funds borrowed by GOJ 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 to 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
he settled as part of the debt off-set by the company and the MOF&P.

These loans, negotiated by the company, are denominated in United States dollars and are
repayable in 2020, The Govermment of Jamaica has undertaken to bear the exchange risk
associated with the CDOB loans except for the 26 ORJ and 30 ORJ loans, the exchange risk on
which is bome by the company.

This represents the balance of Bure 1,629 088 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 dues on October 1, 1985, The loan is guaranteed by the
Government of Jamaica

This is a line of credit from the Eurepean Investment Bank (EIB) equivalent to Eure 10 million. The
EIB hears the foreign exchange difference on this ling. The first tranche carries an interest rate of
7% and is payable guarterly with eleven instalments ending in January 2021. The second tranche
carries an interest rate of 6.56% payable in twelve equal instalments to 30 September 20121. The
bommower undertakes that the proceeds of the locan shall exclusively be made available to
Micrafinance Institutions in order ta be on lent to Final Beneficiaries for the financing of projects.

The Governmment of Jamaica in winding up the Jamaica Developmsant Bank (JDB) has approved the
write off of Loans to the former Natonal Development Bank and the Agriculiural Credit Bank prior to
2002 in the JDB haoks by Cakinet dacision # 1018 did March 2018. The amount of $1,059,000 was
therefore transfemed to the DEJ and $308.2 million is to be transferred to the DBEJ in exchange for shares
o the Accountant General.

™
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21. Loans Payable (Continued)

(b) Direct borrewings

(xui])

HEATTY

This represents the balance of amaunts drawn down, together with interest capitalized, from National
Hausing Trust {(WMHT). The amaount has been an-lent o sugar workers for the development of threes
hundred and ninety five {395} housing benefits under the Sugar Housing Redundancy Programme.
The loan has no fixed repayment date and, with effect fromm February 28, 2007, interest is no longer
charged therecn.

Under the terms of the loan agresment, NHT is o provide morgages 12 all purchasers of lots who
gualify for leans in accordance with the requirements of NHT. The lcan financing, together with
interest accrued, is to be converted to morgages to the extent that the purchasers qualify.

MHT is also to purchase from the company, the lots not taken up by sugar workers. The proceeds of
the mortgages and the sale of lots to NHT are to be applied to reduce the loan amounts. Any amount
of the loan remaining thereafter 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 $450 million
received from the Mational Insurance Fund (MIF) for on-lending to small and medium enterprises
(SME). The loan bears interest at a rate of 4% p.a., and is repayable in March 2020.

{1} This represenls lhe balance of amounls drawn down under a US$ luan rom lhe PeloCaribe
Development Fund w provide inancing (o he produclive seclor, Inlerestis payable semi-annually sl a
rate of 4% per annum. The loan matures in December 2025, The interest rate was increased during
the wear to 3%

{2} This represents amount drawn down under a loan from PetroCaribe Development Fund to
finance loans to the Productive sector, Interest is pavable semi-annually at a rats of 3% per annum.

{3} This represents the balance of amounts draw down under a loan from  PetroCaribe  Developrment
Fund, specific to the Information Communication and Technology Sector {(ICT) for the construction of
ICT/MDusiness Processing Outsouwrcing (BPO) facilities. It bears interest of 2.5% per annum, paid
quarterly over a 15 year period and matures in 2026 with three years moratorium on principal.
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22. Other Liabilities

2018 2017
$'000 $'000
Due to related entities 350,328 355,995
Accrued charges 86 882 71,666
Statutory deducticns 10,3186 &, 767
Ol 375,818 331,202
832 344 TES 630

23. Share Capital
2018 2017
$000 000

Authorised
1,757 538,000 Crdinary shares 1,757,538 1,757,538

Issued and fully paid, no par value -

1,757 539,000 Crdinary shares at no par value 1,757 539 1,757,538

In accordance with Section 39{7) of the Jamaican Companies Act, 2004, share premium of 395 8556.C000 is not
included in the Bank's stated capital.
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24, <Capital Reseryes

2013 2017

$'000 $'000
Fundsz for capital 1,179,817 1179.817
Government subvention 83,180 82,180
Self-Supportng Farmers Development Programme 15,241 15.941
Capital grants 8,326 8,449
Other capital reserves —MNIBJ 139,336 139,336

Capital distribution (212,619} {212,613}
1,213,881 1214104

{a) Funds for capital
This includes amounts totalling 3450 million and $300 million received during the years ended March 21,
1958, and March 31, 2009, respectively, from the Government of Jamaica through the Captal Development
Fund, as equity injections to finance the company's lending programmes.

{bY Government subvention

This represents the Government of Jamaica contribution to the company, of funds received from the
Canadian International Develapment 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 1882, hetween the company and the Government
of Jamaica in relation to the Self-Supporting Farmers Development Programme (S5FDP), it was agread that:

¢il Al assets be transferred to the company.

(i The porfolic be analysed and administered by the company. Reasonable steps should be taken to
recaver nans determined at that time to be daubtful.

ity All loan recoveries be dtilised to assist in the capitalisation of the company and such recoveries be
employed in carmying cut the functions of the company including the granting of lcans direct to farmers
for agricuttural purposes anly.

The portfolic of SSFDP previously administered by the company was transferred to the People's Co-
operative Banks (PCE) in 1997 as a contribution to the equity of those banks. This balance represents
collections under the S5FOP portfolio prior to the portfolio being transfemred to the PCB in 1897.
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24, Capital Reserves (Continued)

{d} Capital grants

28 2017

$'000 $'000
At beginning of year 8,449 26,042
Less: Amortised during the year (123) {17.593)
At end of year 8,326 8,449

These ropresent the EUR 200,000 reccived from the Burcpcan Investment Bank (EIB) for the provision of
Technical Assistance {TA) funding to microfinance scctor.

{e} Other capital reserves

This represents gain on the sale of investments and rights issue, as well as capital grants, transferred from MIBJ.

25. Other Reserves

2018 2017

$°000 $'000
Fair value rescrve 260,442 275,442
General reserve — bqualisation Fund 957 507 LT HO7
Fevenus resarva 2,530,381 2,539,323
Special reserve 3,123 3.123
Revaluation 833,880 2 T2
Cradit Fnhancemeant Faaiity Fund reserve 475,506 447 079
Technical assistance reserve 267,544 271,230
Employes hencfits rescrve {88,832) {24,842)

5,243,501 5,241,741
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26,

Other Reserves (Continued)

(a)

(o)

(z)

Fair value reserve

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

2018 2017
$'000 $'000
At beginning of year 273442 266,683
{Loss¥Gain on GO Bonds during the year (15,000% B, 753
At end of year 260 442 275,442

General reserve - Equalisation Fund

This reserve was establiehed to absorb exchange losees on loans denominated in foreign currency which
were nagotiated directly by the company. A minimum of 20% of profit for the year (after craditing exchange
gains but before crediting profits from other transfers) was transferred to the resarve. Mo transfer was made
during the year as the loan to which the requirement for this transfer applies has been repaid.

Revenue reserve

This represents an accumulation of a8 minimum of 40% of profits transferred over the years {after other
transfers) to this reserve.

The company transferred 5250 millicn from this reserve to the Credit Cnhancement [Macility [Tund during
2010, which was used as start up capital for the Mund.
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Annual Report 2017-2018

26. Other Reserves (Continued)

(d)

Special reserve

Exchange Equalisation Total
2018 2017 2018 2017
5'000 $'000 $'000 $'000
Balance at baginning of year 3123 3123 3123 3123
Balance at end of year 3123 3123 3123 3123

(i} Exchange equalisation

The maintenance of this reserve was a requirement of a lending agreement between the company
and the European Investment Bark which provided, during the period of the lending agreement. for
the annual transfer to the sxchange equalisation account of a portion of the interast differantial on
loans funded from the procceds of the loan reccived under the lending agrecment,

been repaid and no further transfers are being made.

Revaluation reserve

This represents unrealised surplus on the revaluation of land and buildings.

This loan has
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25. Other Reserves [(Continued)

(fy Credit anhancemant fazility fund reserve

| his represents funds transterred from reserve to be used as start up capital for the tund, plus

Accumulated profit or loss from the fund, and i= made up as follows:

Fund capital

Accumulated profit transferred — at beginning of year
Tor the year (Mote 16}
— loss on CEF

— at end of year

Total of Fund (Mot 16)

2018 2017
5’000 $'000
250,000 250,000
197,079 175,122
28.477 23,788
- (1.831)

225 556 167 079
475,556 447,079
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26, Other Reserves (Continued)

ig) Technical assistance rassrve

i.  This represents the transfer frem retained samings of an amount equivalent to the discounted present
value of the non-interest-bearing, 10-year note issued by GOJ consedquent on its assumption of the
loans due trom three GOJ-cwned sugar companies and previously written-ott by the company, as set
out in note 15 (a). The Board of Directors has decided that, together with certain funds from
multilateral agencies, the cash received from G0OJ under the note will be used as seed funding to
strangthen various institutions. This will be monitocred by the Institutional Strengthening and Research
Division.

i.  This represents 10% of profit transferred to the Technical Reserves as per Board Decision.

2018 2017

$'000 $'000

Orniginal amount assurmed by the GOJ 1.004 168 1.004 168
Imputed inferest (345 N56) (345 N56)
Criginal amaount transferred from retained earnings 659,112 659,112
Interest transferred from retained eamings - Previously 1497 585 115,499
- During yoar 169 039 22,116
- To date 387,554 197,365
Gross accumulated resources at end of year 1,026 666 B5G.877
Utilised - Previously 385447 410,822
- During year 173,675 174,625
- Todate T59.122 585,447
Met at end of yvear 267 544 271,230

(h) Employee benefils asset reserve

This represents the cumulative changes in the employes bensfits asset recognised in other comprehensive
income.
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26. Dividends
2018 2017
000 £'000
Intarim dividends -
1.40 cents per stock unit — 30 September 2018 _ 24 670
1.19 cents per stock unit 4 October 2017 21.008 -
21.008 24 670

27. Related Party Transactions and Balances

{a} Definition of related party

& related party is a perscn or entity that is related to the entity that is preparing its financial statements
(referred to in |1AS 24 Related Party Disclasure as the “reporting entity” in this case the Bank).

(i} A person or a clase member ot that person’s family is related to the Bank it that person:

(1)
{2}

(2)

has contral or joint control over the Bank;
has significant influence over the Bank; or

is a memiber of the key management personnel of the Bank or ot a parent of the Bank.

(i An entity is related to the Bank if any of the following conditions applies:

(1)

{(2)

{3)
()

{3)

(6}
{7)

the entity and the Bank are members of the same Bank {which means that each parent,
subsidiary and fellow subsidiary is related to the othors);

one entity is an asscciates ar joint wventure of the other entity {or an associate or joint
venture of a member of a Bank of which the other entity is member);

both entities are joint venture of the same third party;

one entity is a joint venture of a third entity and the other entity or an associate of the third
entity;

the entity is a post-employment benefit plan for the benefit of employees of either the Bank
ar an entity related to the Bank;;

the entity is controlled or jaintly controlled by a person identified in {1) and;

a person identified in ()1} has significant influence over the entity or is 8 member of the key
management persenneal of the entity (or of a parent antity),

& governmeant related entity is an entity that is controlled, jointly contralled or significantly influenced by a
government. A related party transaction is a transter of resources, services or obligations between the
Bank and a related party, regardless of whether a price is charged.
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27. Related Party Transactions and Balances (Continued)

(b} Related party transactions

The following transactions were carried out with government related entities and associated companies:

(i) Other income:

Other income — rental; Government related entities

(il Cther expenses:

Administrative fees | Government related entities

(c} Key management personnel compensation

2018 2017
£'000 £'000
89,334 a8,248
2018 2017
$'000 £'000
15366 15,366

ey managernenl personne comprse hose persons having authorily and responsibdlily Tor planning.
direcling and conbrolling the aclivilies of he Bank. direcly or indireclly, including the Direclors and he
rmembers of the senior or executive management of the Bank.

Salanies and other short- term employes benefits

Statutory payroll contributions

Pension benefits

Directors” emaluments:
Fees

Management remuneration

rincluded above)- cumrent year

2018 2017
$°000 $'000
106,667 09,496
5,540 0,338
3,966 3,637

116,232 108,471

15986 1,807

213536 23455
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27. Related Party Transactiohs and Balances (Continued)

id} Ralated party transactions

2018 2017
5’000 %000
{1) Loans:
Government related entities
Associgted companies 1,114 294 1,019,032
(2} Interest receivable:
Associaled companies 319918 319,918
(3) 5taff loans receivable 20,692 14,913

28. Contingencies and Commitments

E] As at 31 March 20148, there were outstanding commitrments to disburse loans totalling approximately
JE162.7 million and USEE.9 million {2017 - J5894 5 million and US517.1 million).

{1} The Bank had capital commitments. in respect of projects being undertaken, totalling approximately 37.2
millicn (2017 - $18.8 million).

() As lessee, the Bank has lease commitments under a non-cancellable 89 year operating lease for which
the future minimum lease payments were, in relation to the reporting date, as follows:

2018 2017

$'000 $'000

Mot later than one year 288 288
Later than one year and not later than five years 1.152 1,152
Later than five yoars 22 752 23,040
24 192 24,480
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28.

29,

Cantingencies and Commitments {Cantinued)

The Bank is subject to varicus claims. disputes and legal proceedings in the ordinary course of business. Provision
is 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 Bank, and {2) the amount can be reasonably estimated.

The Bank has not provided for those claims against it in respect of which management and legal counsel are of the
apinicn that they are without merit, can be succassfully defended, or will net result in material exposure to its financial

position.
Jamaica Develoepment Bank lean write-off

Cn 19 March 2018, the Cabinel gave approval oo wrile ol loans wilh & value of $424.9 million plus inleres| of
3634 .6 milion outstanding since 2002 in the books of the Jamaica Development Bank (JDB). JDB is a
Government company formed in 1971 which provided retail lending to projects until it ceased operations in June
1981. The operation of the JDB was transferred to the DBJ after it's merger with the NDB in April 2000, As a
result of the above mentioned Cabinet Decision, an amount of 31,059,000 was transferred to profits.
Additionally, $305.5 million is ta be transferred to the DBJ in exchange for shares to be issued to the Accountant

Genearal,
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