SigniaGlobe Financial Group Inc.

Financial Statements
December 31, 2020
(Amounts in Barbados dollars)



SigniaGlobe Financial Group Inc.

TABLE OF CONTENTS

Page
Auditor’s Report 1
Balance Sheet 4
Statement of Changes in Equity 5
Statement of Comprehensive Income 6
Statement of Cash Flows 7

Notes to the Financial Statements 9



pwc

Independent auditor’s report
To the Shareholder of SigniaGlobe Financial Group Inc.

Our opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of
SigniaGlobe Financial Group Inc. (the Company) as at December 31, 2020, and its financial performance
and its cash flows for the year then ended in accordance with International Financial Reporting Standards.

What we have audited
The Company’s financial statements comprise:

the balance sheet as at December 31, 2020;

the statement of changes in equity for the year then ended;

the statement of comprehensive income for the year then ended,;

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

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of
the financial statements section of our report.

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

Independence

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

Responsibilities of management and those charged with governance for the

financial statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.
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In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting
process.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

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

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.

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

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report
to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the Company to cease to continue as a going
concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.
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We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

Other matter

This report is made solely to the Company’s shareholder, as a body corporate, in accordance with
Section 147 of the Companies Act of Barbados. Our audit work has been undertaken so that we might
state to the Company’s shareholder those matters we are required to state to them in an auditor’s report
and for no other purpose. To the fullest extent permitted by law and subject to any enactment or rule of
law to the contrary, we do not accept or assume responsibility to anyone other than the Company and the
Company’s shareholder as a body corporate, for our audit work, for this report, or for the opinion we have
formed.

cho J&M&Cs‘a@y«, ®L

Bridgetown, Barbados
April 23, 2021



SigniaGlobe Financial Group Inc.

Balance Sheet
As at December 31, 2020

(Amounts in Barbados dollars)

Assets
Cash resources

Due from parent company
Financial investments

Loans and advances to customers
Property, plant and equipment
Intangible assets

Right-of-use assets

Operating lease assets

Other assets

Corporation tax receivable

Deferred tax asset

Total assets

Liabilities

Due to customers
Other liabilities
Lease liability

Asset tax payable
Shareholder loan
Deferred tax liability

Total liabilities

Equity
Share capital
Statutory and other reserves

Retained earnings

Total liabilities and equity

Approved by the Board of Directors on March 30, 2021
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The accompanying notes are an integral part of these financial statements.

Chairman
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December 31 December 31
2020 2019
S $
42,102,226 53,298,825
52,323 34,136
10,067,499 9,677,207
335,282,883 334,176,115
6,295,167 5,947,101
1,530,612 1,777,657
233,486 298,644
798,762 2,195,598
8,836,893 6,974,954
367,811 111,966
104,160 —
405,671,822 414,492,203
341,553,986 354,659,072
4,394,669 4,432,238
239,991 301,060
553,935 529,054
10,171,936 11,371,936
= 62,016
356,914,517 371,355,376
9,210,857 9,210,857
8,109,525 7,266,453
31,436,923 26,659,517
48,757,305 43,136,827
405,671,822 414,492,203
Director




SigniaGlobe Financial Group Inc.

Statement of Changes in Equity
As at December 31, 2020

(Amounts in Barbados dollars)

Balance at January 1, 2019
Profit and total comprehensive income for the year

Transfer to statutory reserves (note 19)

Balance at December 31, 2019
Profit and total comprehensive income for the year

Transfer to statutory reserves (note 19)

Balance at December 31, 2020

Statutory
Share and other Retained

capital reserves earnings Total

$ $ $ $
9,210,857 6,422,345 21,876,236 37,509,438
- — 5,627,389 5,627,389
- 844,108 (844,108) -
9,210,857 7,266,453 26,659,517 43,136,827
- - 5,620,478 5,620,478
- 843,072 (843,072) -
9,210,857 8,109,525 31,436,923 48,757,305

The accompanying notes are an integral part of these financial statements.



SigniaGlobe Financial Group Inc.
Statement of Comprehensive Income
For the year ended December 31, 2020

(Amounts in Barbados dollars)

Notes
Interest income
Interest expense
Net interest income 20
Impairment losses on loans and advances 7
Impairment losses on financial investments
Total impairment losses
Net interest income after impairment charges
Fee and commission income 21
Fee and commission expense 21
Net fee and commission income
Net lease income 22
Other operating income 23
Foreign exchange and brokerage income 24
Negative goodwill 9
Asset tax expense 16
Operating lease expense 10
Operating expenses 25
Profit before corporation tax
Taxation 13

Profit for the year

Total comprehensive income for the year

The accompanying notes are an integral part of these financial statements.

December 31 December 31

2020 2019

$ $
25,938,177 27,640,046

(7,283,057) (9,657,906)
18,655,120 17,982,140
(4,204,127) (3,518,930)
= 638,495
(4,204,127) (2,880,435)
14,450,993 15,101,705
319,152 427,823
(74,841) (68,957)
244,311 358,866
522,883 455,108
938,006 869,515
919,840 1,109,675
- (768,611)
(1,439,121) (1,521,837)
(76,090) (32,415)
(10,023,552) (10,345,952)
5,537,270 5,226,054
83,208 401,335
5,620,478 5,627,389
5,620,478 5,627,389




SigniaGlobe Financial Group Inc.
Statement of Cash Flows
For the year ended December 31, 2020

(Amounts in Barbados dollars)

Cash flows from operating activities
Profit before corporation tax
Adjustments for:
Depreciation of property, plant and equipment and
operating lease assets and amortisation of intangible assets
Depreciation of right-of-use leased assets
Impairment losses on financial assets
Gain on disposal of property, plant and equipment
Negative goodwill
Interest income
Interest expense
Gain on sale of operating lease assets and repossessed stock

Changes in working capital
Decrease/(increase) in restricted cash
Increase in due from parent company
(Increase)/decrease in loans and advances to customers
Net change in operating lease assets
Increase in other assets

Decrease in due to customers

Decrease in other liabilities
Increase/(decrease) in asset tax payable
Fees received

Taxation paid

Interest paid

Interest received

Net cash used in operating activities

Cash flows generated from investing activities
Purchase of property, plant and equipment

Proceeds from the sale of property, plant and equipment
Purchase of financial investments

Maturity of financial investments

Net cash (used in)/generated from investing activities

December 31 December 31
2020 2019

S $
5,537,270 5,226,054
2,227,147 2,711,836
65,158 27,150
4,204,127 2,880,435
(34,745) (19,226)

- 768,611
(25,938,176) (27,640,046)
7,283,057 9,657,906
(285,452) (277,120)
(6,941,614) (6,664,400)
999,734 (149,621)
(18,187) (5,250)
(4,265,826) 7,567,372
(153,189) 427,271
(1,167,858) (276,185)
(19,388,205) (33,667,204)
(51,799) (3,237,606)
24,881 (13,943)
590,617 754,072
(338,812) (806,024)
(999,938) (10,086,817)
23,926,452 26,583,714
(7,783,744) (19,574,621)
(1,186,821) (640,246)
34,809 102,489
(9,541,545) (14,000,000)
9,541,545 14,000,000
(1,152,012) (537,757)




SigniaGlobe Financial Group Inc.

Statement of Cash Flows
For the year ended December 31, 2020

(Amounts in Barbados dollars)

Cash flows from financing activities
Payment of loan due to parent company
Repayment of lease liabilities

Interest paid on lease liabilities

Net decrease in cash and cash equivalents
Cash and cash equivalents - beginning of year
Cash and cash equivalents - end of year

Represented by:
Cash at bank (Note 4)
Short term deposits (Note 4)

The accompanying notes are an integral part of these financial statements.

December 31 December 31
2020 2019

S $
(1,200,000) —
(72,000) (20,708)
10,891 (5,266)
(10,196,865) (20,138,352)
40,872,921 61,011,273
30,676,056 40,872,921
26,174,072 34,856,494
4,501,984 6,016,427
30,676,056 40,872,921




SigniaGlobe Financial Group Inc.
Notes to Financial Statements
December 31, 2020

(Amounts in Barbados dollars)

1

Incorporation, ownership and principal activities

Signia Financial Group Inc. was incorporated under the Laws of Barbados on September 13, 1996. The
Company is licenced under the Financial Institutions (Amendment) Act 2018 to carry on business as a finance
company. On September 4, 2018 Signia Financial Group Inc. acquired Globe Finance Inc. a company
incorporated under the Laws of Barbados, licensed under the Financial Institutions Act and engaged in lending,
motor vehicle leasing and deposit taking. The operations of the two businesses were amalgamated and was
registered as SigniaGlobe Financial Group Inc. (the Company).

The Company’s principal activities are the provision of term finance, motor vehicle leasing and the acceptance
of deposits. The Company is also an authorised foreign exchange dealer and licensed stock broker.

The Company is wholly-owned by CSGK Finance Holdings Limited (CSGK), which is a company
incorporated under the Laws of Barbados and is a joint venture between Cave Shepherd & Co. Limited and
Massy United Insurance Company Limited, companies incorporated under the Laws of Barbados, and First
Global Holdings Limited, a subsidiary of Grace Kennedy & Company Limited, a company incorporated in
Jamaica.

The Company’s principal place of business is ‘Shirley House’, Hastings Main Road, Christ Church, Barbados.

Summary of significant accounting policies

These financial statements are prepared in accordance with International Financial Reporting Standards,
(“IFRS”). Significant accounting policies are set out below and have been consistently applied to all the years
presented, unless otherwise stated.

a) Basis of preparation

The financial statements comprise the balance sheet, the statement of changes in equity, the statement of
comprehensive income, the statement of cash flows and the notes to the financial statements.

These financial statements are prepared under the historical cost convention as modified by the revaluation
of financial assets at Fair value through other comprehensive income (FVOCI).

The preparation of financial statements in conformity with IFRS requires management to make estimates
and assumptions that affect amounts reported in the financial statements and accompanying notes. Actual
results could differ from those estimates. It also requires management to exercise its judgment in the
process of applying the Company’s accounting policies. The areas involving a higher degree of judgment
or complexity, or areas where assumptions and estimates are significant to the financial statements are
disclosed in Note 3.

10



SigniaGlobe Financial Group Inc.
Notes to Financial Statements
December 31, 2020

(Amounts in Barbados dollars)

2 Summary of significant accounting policies ...continued

a)

Basis of preparation ...continued

Standards, amendments and interpretations effective in 2020

The following amendments to published standards are mandatory for accounting periods beginning on or
after January 1, 2020.

Amendment to IFRS 3 — definition of a business. This amendment revises the definition of a
business. According to feedback received by the IASB, application of the current guidance is

commonly thought to be too complex, and it results in too many transactions qualifying as business
combinations financial statements.

Amendments to IAS 1 and IAS 8, ‘Definition of Material’. These amendments to IAS 1,
‘Presentation of financial statements’, and IAS 8, ‘Accounting policies, changes in accounting
estimates and errors’, and consequential amendments to other IFRSs: i) use a consistent definition of
materiality throughout IFRSs and the Conceptual Framework for Financial Reporting; ii) clarify the

explanation of the definition of material; and iii) incorporate some of the guidance in IAS 1 about
immaterial information. consideration.

New standards, amendments and interpretations to published standards that are not yet effective but
have been early adopted by the Company

There are no new standards that are not yet effective that have been early adopted by the Company.

New standards, amendments and interpretations to published standards that are not yet effective but
will be relevant to the Company

Amendment to IFRS 16 - As a result of the coronavirus (COVID-19) pandemic, rent concessions
have been granted to lessees. Such concessions might take a variety forms, including payment
holidays and deferral of lease payments. On 28 May 2020, the IASB published an amendment to
IFRS 16 that provides an optional practical expedient for lessees from assessing whether a
rent concession related to COVID-19 is a lease.

11



SigniaGlobe Financial Group Inc.
Notes to Financial Statements
December 31, 2020

(Amounts in Barbados dollars)

2

Summary of significant accounting policies ...continued

b)

c)

Foreign currency translation

0

Functional and presentation currency

Items included in the Company’s financial statements are measured using the currency of the
economic environment in which the Company operates. The financial statements are presented in
Barbados Dollars which is the Company’s functional and presentation currency.

Transactions and balances

Foreign currency transactions are converted into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at year-end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognised in the statement of comprehensive
income.

Financial assets

i)

Financial assets
Classification and measurement
The Company classifies its financial assets in the following measurement categories:

e Amortised cost or
e Fair value through other comprehensive income (FVOCI).

Debt instruments

Debt instruments are those instruments that meet the definition of a financial liability from the issuer’s
perspective, such as loans, government and corporate bonds.

Classification and subsequent measurement of debt instruments depend on:

e the Company’s business model for managing the asset; and
e the cash flow characteristics of the asset.

Business model test:
The business model reflects how the Company manages the assets in order to generate cash flows.

That is, whether the Company’s objective is solely to collect the contractual cash flows from the
assets or is to collect both the contractual cash flows and cash flows arising from the sale of assets.

12



SigniaGlobe Financial Group Inc.
Notes to Financial Statements
December 31, 2020

(Amounts in Barbados dollars)

2 Summary of significant accounting policies ...continued

¢) Financial assets ...continued

i)

Financial assets ...continued
Solely Payments of Principal and Interest test (SPPI):

Where the business model is to hold assets to collect contractual cash flows or to collect contractual
cash flows and sell, the Company assesses whether the financial instruments’ cash flows represent
solely payments of principal and interest. In making this assessment, the Company considers whether
the contractual cash flows are consistent with a basic lending arrangement i.e. interest includes only
consideration for the time value of money, credit risk, other basic lending risks and a profit margin
that is consistent with a basic lending arrangement.

Based on these factors, the Company classifies its debt instruments into one of the following two
measurement categories:

. Amortised cost: Assets that are held for collection of contractual cash flows where those cash

flows represent solely payments of principal and interest (‘SPPI’), and that are not designated at
Fair value through profit or loss (FVPL), are measured at amortised cost. The carrying amount
of these assets is adjusted by any expected credit loss allowance recognised and measured.
Interest income from these financial assets is recognised in profit or loss using the effective
interest rate method.

*  Fair value through other comprehensive income (FVOCI): Financial assets that are held for

collection of contractual cash flows and for selling the assets, where the assets’ cash flows
represent solely payments of principal and interest, and that are not designated at FVPL, are
measured at fair value through other comprehensive income. Movements in the carrying amount
are taken through OCI, except for the recognition of impairment gains or losses, interest revenue
and foreign exchange gains and losses on the instrument’s amortised cost which are recognised
in profit or loss. Interest income from these financial assets is recognised in profit or loss using
the effective interest rate method.

The Company reclassifies debt investments when and only when its business model for managing
those assets changes. The reclassification takes place from the start of the first reporting period
following the change. Such changes are expected to be very infrequent and none occurred during the
period.

13



SigniaGlobe Financial Group Inc.
Notes to Financial Statements
December 31, 2020

(Amounts in Barbados dollars)

2

Summary of significant accounting policies ...continued

¢) Financial assets ...continued

i)

Financial assets ...continued
Equity instruments

Equity instruments are instruments that meet the definition of equity from the issuer’s perspective;
that is, instruments that do not contain a contractual obligation to pay and that evidence a residual
interest in the issuer’s net assets. The Company subsequently measures equity investments at fair
value through profit or loss unless the asset is not held for trading purposes and the Company makes
an irrevocable election to designate the assets as FVOCI. This election is made on an instrument by
instrument basis. When this election is used, fair value gains and losses are recognised in OCI and are
not subsequently reclassified to profit or loss, including on disposal. Impairment losses are not
reported separately from other changes in fair value. Dividends, when representing a return on such
investments, continue to be recognised in profit or loss as other income when the Company’s right to
receive payments is established.

The Company has elected to irrevocably designate at FVOCI its existing non-trading equity portfolio.
Recognition and measurement

Purchases and sales of financial assets are recognised on settlement date, the date on which the
Company settles the purchase or sells the asset. Loans and receivables are reported in the balance
sheet as loans and advances to financial institutions or customers or as financial investments.
Financial assets are initially recognised at fair value plus transaction costs for all financial assets.
After initial recognition, an expected credit loss (ECL) is recognised for financial assets measured at
amortised cost and investments in debt instruments measured at fair value through other

comprehensive income (FVOCI).

Financial assets are derecognised when the rights to receive cash flows from the financial assets have
expired or where the Company has transferred substantially all risks and rewards of ownership.

Credit risk measurement

IFRS 9 outlines a ‘three-stage’ model for impairment based on changes in credit quality since initial
recognition as summarised below:

* A financial instrument that is not credit-impaired on initial recognition is classified in ‘Stage 1°.
Financial instruments in Stage 1 have their ECL measured at an amount equal to the portion of
lifetime expected credit losses that result from default events possible within the next 12 months.

14



SigniaGlobe Financial Group Inc.
Notes to Financial Statements
December 31, 2020

(Amounts in Barbados dollars)

2

Summary of significant accounting policies ...continued

¢) Financial assets ...continued

i)

Financial assets ...continued

* Ifasignificant increase in credit risk (‘SICR’) since initial recognition is identified, the financial
instrument is moved to ‘Stage 2’ but is not yet deemed to be credit-impaired. Instruments in
Stages 2 have their ECL measured based on expected credit losses on a lifetime basis.

®  If'the financial instrument is credit-impaired, the financial instrument is then moved to ‘Stage 3°.
Instruments in Stages 3 have their ECL measured based on expected credit losses on a lifetime
basis.

*  Purchased or originated credit-impaired financial assets are those financial assets that are credit-
impaired on initial recognition. Their ECL is always measured on a lifetime basis.

For debt securities, the Company examines the issuer’s capital adequacy, financial performance, and
liquidity position, to assess whether the issuer has experience significant increase in credit risk since
the origination of the assets. The Company also considers if there is any negative press or adverse
market information that may indicate changes in credit risk.

For loans and receivables, delinquency status is utilised as the main indicator for changes in credit
risk. Credit management actions are triggered by movement in days past due. Accounts that are

30 days past due are considered to have experienced significant increase in credit risk. This criteria is
also a backstop prescribed by IFRS 9. Other qualitative factors are considered, which include but are
not limited to:

*  Early signs of cashflow/liquidity problems

®  In short-term forbearance

*  Known adverse change in financial conditions

*  Known adverse changes in business or economic conditions in which the borrower operates

For debt securities, default is defined as the miss of contractual payment of principal or interests. For
loans and receivables, the Company defines default based on the following criteria:

Quantitative criteria
*  The borrower is more than 90 days past due on its contractual payments

Qualitative criteria
The borrower meets unlikeliness to pay criteria, which indicates the borrower is in significant
financial difficulty. Examples of these instances are:

®  The borrower is in long-term forbearance

®*  The borrower is deceased

®*  The borrower is insolvent

®*  The borrower is in breach of financial covenants

The criteria above are consistent with the definition of default used for internal credit risk
management purposes.

15



SigniaGlobe Financial Group Inc.
Notes to Financial Statements
December 31, 2020

(Amounts in Barbados dollars)

2

Summary of significant accounting policies ...continued

¢) Financial assets ...continued

i)

Financial assets ...continued
Impairment measurement

The Company assesses on a forward-looking basis the expected credit losses (‘ECL’) associated with
its debt instrument assets carried at amortised cost and FVOCI and the exposure arising from loan
commitments. The Company recognises a loss allowance for such losses at each reporting date. The
measurement of ECL reflects:

*  An unbiased and probability-weighted amount that is determined by evaluating a range of
possible outcomes;

*  The time value of money; and

*  Reasonable and supportable information that is available without undue cost or effort at the
reporting date about past events, current conditions and forecasts of future economic conditions.

The estimation of credit exposure for risk management purposes is complex and requires the use of
models, as the exposure varies with changes in market conditions, expected cash flows and the
passage of time. The assessment of credit risk of a portfolio of assets entails further estimations as to
the likelihood of defaults occurring, of the associated loss ratios and of default correlations between
counterparties. The Company measures credit risk using Probability of Default (PD), Exposure at
Default (EAD) and Loss Given Default (LGD).

PD represents the likelihood of a borrower defaulting on its financial obligation either over the next
12 months (12M PD), or over the remaining lifetime (Lifetime PD) of the obligation. PD is generated
based on historical default data of each portfolio.

EAD is based on the amounts the Company expects to be owed at the time of default, over the next
12 months (12M EAD) or over the remaining lifetime (Lifetime EAD). EAD is assessed based on
contractual terms of the debt instrument.

LGD represents the Company’s expectation of the extent of loss on a defaulted exposure. LGD varies
by type of counterparty, availability of collateral or other credit support, and historical recovery
information.

ECL is determined by projecting the PD, LGD and EAD for future periods and for each individual
exposure or collective segment. These three components are multiplied together and adjusted for
forward looking information. For expected credit loss provisions modelled on a collective basis, a
group of exposures is assessed on the basis of shared risk characteristics, such that risk exposures
within a group are homogeneous.

16



SigniaGlobe Financial Group Inc.
Notes to Financial Statements
December 31, 2020

(Amounts in Barbados dollars)

2

Summary of significant accounting policies ...continued

c)

Financial assets ...continued

i)

Financial assets...continued
Modification of loans

The Company sometimes renegotiates or otherwise modifies the contractual cash flows of loans to
customers. When this happens, the Company assesses whether or not the new terms are substantially
different to the original terms. The Company does this by considering among others the following
factors:

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

e  Significant extension of the loan term when the borrower is not in financial difficulty.

e  Significant change in the interest rate.

e Insertion of collateral, other security or credit enhancements that significantly affect the credit
risk.

If the terms are substantially different, the Company derecognizes the original financial asset an
recognises a ‘new’ asset at fair value and recalculates a new effective interest rate for the asset. The
date of renegotiation is consequently considered to be the date of initial recognition for impairment
calculation purposes, including the purpose of determining whether a significant increase in credit risk
has occurred. However, the Company also assesses whether the new financial asset recognised is
deemed to be credit-impaired at initial recognition, especially in circumstances where the
renegotiation was driven by the debtor being unable to make the originally agreed payments.

If the terms are not substantially different, the renegotiation or modification does not result in
derecognition.

Write-offs

Write-offs are made when a loan is deemed uncollectible or is forgiven. Write-offs are charged
against previously established provisions for credit losses and reduce the principal amount of a loan.

Recoveries in part or in full of amounts previously written-off are credited to provision for credit
losses in arriving at net profit or loss.

17



SigniaGlobe Financial Group Inc.
Notes to Financial Statements
December 31, 2020

(Amounts in Barbados dollars)

2

Summary of significant accounting policies ...continued

c)

Financial assets ...continued

i)

Financial assets...continued
Forward-looking information

When incorporating forward looking information, such as macroeconomic forecasts, into
determination of expected credit losses, the Company considers the relevance of the information for
each specific group of financial instruments. The macroeconomic indicators assessed include, but are
not limited to, GDP growth, unemployment rate and inflation rate.

In addition to the base economic scenario, the Company also incorporated upside and downside
scenarios. The economic scenarios have been translated to percentage variances on the default rates
utilised. The best-case economic scenario is represented by a 10% decline in default rates across all
categories, while the worst case is represented by a 10% increase in these rates. The attributes of
scenarios are reassessed at each reporting date and are designed to account for the current economic
conditions.

The final default rates utilized in the model are calculated as a probability-weighted average of the
rates determined in each scenario. The scenario weightings are strategically determined after
consideration of the take account of the range of possible outcomes each chosen scenario is
representative of.

The table below shows the variance in the ECL as at December 31, 2020 that would result from these
possible changes in economic outlooks from the actual assumptions used in the Company’s economic
variable assumptions:

Default Rate Variance to Actual
Variance (Probability Weighted)
Base Case 0% (72,769)
Worst Case +10% 39,183
Best Case -10% (184,722)

18



SigniaGlobe Financial Group Inc.
Notes to Financial Statements
December 31, 2020

(Amounts in Barbados dollars)

2 Summary of significant accounting policies ...continued

d)

e)

Financial liabilities

Financial liabilities are initially measured at fair value and then subsequently at amortised cost, and are
primarily deposits from customers or banks. Trade payables and other liabilities are initially recognised at
fair value and subsequently carried at amortised cost

The company derecognises a financial liability when its contractual obligations are discharged.
Current and deferred tax

Deferred tax is provided in full, using the liability method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying amounts in the financial statements. Deferred tax is
determined using tax rates (and laws) that have been enacted or substantially enacted by the balance sheet
date and are expected to apply when the related deferred income tax is realised or the deferred income tax
liability is settled.

The principal temporary differences arise from depreciation of property, plant and equipment and
operating lease assets and the collective allowance for impairment losses.

Income tax payable on profits, based on the applicable tax law is recognised as an expense in the period in
which the profits arise. The tax effects of tax losses available for carry forward are recognised as an asset
when it is probable that future taxable profits will be available to utilise against these losses.

Tax on assets

The Company is subject to a tax of 0.35% of its average domestic assets, which was enacted through the
Tax on Assets Act 2017. Tax on assets expense is recognised in the statement of comprehensive income
monthly based on the average of the domestic assets for three months. The tax on assets liability is settled
quarterly. Where the final asset tax outcome is different from the amount initially recorded, such
differences are recognised in the statement of comprehensive income.
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2 Summary of significant accounting policies ...continued

g

Property, plant and equipment

All property, plant and equipment is stated at historical cost less depreciation. Historical cost includes
expenditure that is directly attributable to the acquisition of the items. Subsequent costs are included in
the asset’s carrying amount or are recognised as a separate asset, as appropriate. All other repairs and
maintenance are charged to the statement of comprehensive income during the period in which they are
incurred.

Depreciation is provided on the straight-line method at the following annual rates considered appropriate
to write off the cost of the assets over their estimated useful lives as follows:

Buildings - 2%

Leasehold improvements - 20% or over the term of the lease
Computers - 14%-33%

Furniture and equipment - 10% - 50%

Motor vehicles - 20%

Leased vehicles and equipment - Over the term of the lease agreement

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are
included in the statement of comprehensive income.

The assets’ residual values and useful lives are reviewed and adjusted if appropriate at each balance sheet
date. Assets that are subject to amortisation are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss is
recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount.
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2 Summary of significant accounting policies ...continued

h) Intangible assets

Intangible assets acquired in a business combination are recognised at their estimated fair values at the
acquisition date. The intangible assets have a finite useful life and are carried at estimated realisable value
less accumulated amortisation. Amortisation is calculated using the straight-line method over the expected
useful lives of the intangible assets which is 15 years for the Globe Finance Brand and 8 years for Core
Deposits.

Acquired computer software is capitalised on the basis of the costs incurred to acquire and bring to use the
specific software. These costs are amortised over their estimated useful lives of three years.

At each reporting date, as well as whenever a trigger event has been observed for impairment testing
intangible assets acquired in a business combination are tested for impairment. Brands and trade marks are
tested by comparing the present value of the expected future cash flows with the carrying value of its net
assets. Core Deposits are assessed for impairment by comparing the retention rate of deposits over the
prior reporting period.

Leases

i)  The Company is the lessor
Finance Leases

Leases in which a significant portion of the risks and rewards of ownership are passed on to the lessee
are classified as finance leases. When assets are held subject to a finance lease, the present value of
the minimum lease payments is recognised as a receivable. The difference between the gross
receivable and the present value of the receivable is recognised as unearned finance income. Lease
income is recognised over the term of the lease using the net investment method (before tax), which
reflects a constant periodic rate of return.

Operating Leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor
are classified as operating leases. Payments made under operating leases are charged to the statement
of comprehensive income on a straight-line basis over the period of the lease. Assets leased as
operating leases are depreciated over their expected useful lives. Rental income is recognised on a
straight-line basis over the lease term.
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2 Summary of significant accounting policies ...continued

i)

Leases ...continued

ii)

The Company is the lessee

The Company leases various offices and equipment, rental contracts are typically made for fixed
periods of 1 year to 5 years.

Contracts may contain both lease and non-lease components. The Company allocates the
consideration in the contract to the lease and non-lease components based on their stand-alone prices.

Lease terms are negotiated on an individual basis and contain a wide range of different terms and
conditions.

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease
liabilities are measured at the present value of the remaining lease payments discounted using the
lessee’s incremental borrowing rate. The weighted average lessee’s incremental borrowing rate
applied to lease liabilities is 4%. The incremental borrowing rate utilised represents the interest rate
the Company would have to pay to borrow over a similar term.

Lease payments are allocated between principal and finance cost. The finance cost is charged to profit
or loss over the lease period to produce a constant periodic rate of interest on the remaining balance
of the liability for each period.

Right-of-use assets are measured at cost comprising the following:

e the amount of the initial measurement of the lease liability and
e any initial direct costs

Right-of-use assets are depreciated on a straight-line basis over the lease term.
Payments associated with the short-term leases and leases of low-value assets are recognised on a
straight-line basis as an expense in the statement of comprehensive income. Short-term leases are

leases with a lease term of 12 months or less without a purchase option. Low-value assets is
comprised of copiers and printers.
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2 Summary of significant accounting policies ...continued

»

k)

)

m)

Repossessed property

In certain circumstances, property is repossessed following the foreclosure on loans or leases that are in
default. Repossessed properties are measured at the lower of carrying amount and fair value less costs to
sell and reported within ‘Other assets’.

Cash and cash equivalents

For the purposes of the statement of cash flows, cash and cash equivalents comprise cash and balances
with three months or less maturity from the date of acquisition, including, amounts due from other banks.

Shareholder loan

Shareholder loans are recognised initially at fair value, net of transaction cots incurred. Shareholder loans
are subsequently carried at amortised cost.

Share capital

i) Share issue costs

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

ii) Dividends

Dividends on ordinary shares are recognised in equity in the period in which they are approved by the
Company’s directors.

Statutory reserves

In accordance with Section 33 of the Financial Institutions (Amendment) Act, 2018 15% of the Company’s
annual net income is appropriated to a reserve fund.

Fees and commission income

Fees and commissions primarily relate to transaction service fees and commissions, securities brokerage
commissions and foreign exchange fees.

Commissions and fees related to securities brokerage commissions, transaction service fees/commissions

and foreign exchange fees related to the provision of specific transaction type services are recognised
when the service is fulfilled.

When service fees and other costs are incurred in relation to commissions and fees earned, we record these
costs on a gross basis.
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2 Summary of significant accounting policies ...continued

p)

q)

Interest income and expense

Interest income and expense are recognised in the statement of comprehensive income for all interest
bearing financial instruments using the effective interest method. Income from leasing of motor vehicles
and from term deposits and investments is recognised using the effective interest method.

Interest income is calculated by applying the effective interest rate to the gross carrying amount of
financial assets, except for:

i) POCI financial assets, for which the original credit-adjusted effective interest rate is applied to the
amortised cost of the financial asset.

1) Financial assets that are not ‘POCI’ but have subsequently become credit impaired, for which interest
revenue is calculated by applying the effective interest rate to the net carrying amount of the financial
asset (after deduction of the expected credit loss provision).

Employee retirement benefits

The Company’s employees are members of the Cave Shepherd & Co. Limited Group Defined
Contribution Pension Plan. The plan is administered by Trustees and investments are held by an
independent Custodial Trustee. Contributions to the plan are based on pensionable salary and are
recognised as an employee benefit expense when they are due.

Provisions

Provisions for legal claims are recognised when the Company has a present legal or constructive
obligation as a result of past events; if it is more likely than not that an outflow of resources will be
required to settle the obligation; and the amount has been reliably estimated. The Company recognises no
provisions for future operating losses.

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and the
risks specific to the obligation. The increase in the provision due to passage of time is recognised as
interest expense.
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2 Summary of significant accounting policies ...continued

s)

Business combinations

The acquisition method of accounting is used to account for all business combinations, regardless of
whether equity instruments or other assets are acquired. The consideration transferred for the acquiree
comprises the:

e fair values of the assets transferred
e liabilities incurred to the former owners of the acquired business
e cquity interests issued by the company

Identifiable assets acquired and liabilities assumed in a business combination are, with limited exceptions,
measured initially at their fair values at the acquisition date.

Acquisition-related costs are expensed as incurred.
The excess of the consideration transferred over the fair value of the net identifiable assets acquired is

recorded as goodwill. If those amounts are less than the fair value of the net identifiable assets of the
business acquired, the difference is recognised directly in profit or loss as a bargain purchase.
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3

Critical accounting estimates, and judgments in applying accounting policies

The Company makes estimates and assumptions that affect the reported amounts of assets and liabilities within
the next financial year. Estimates and judgments are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are believed to be reasonable under
the circumstances.

a)

Impairment losses on loans and advances

The measurement of the expected credit loss allowance for financial assets measured at amortised cost and
FVOCI is an area that requires significant assumptions about future economic conditions and credit
behaviour (e.g the likelihood of customers defaulting and the resulting losses). Explanations of the inputs,
assumptions and estimation techniques used in measuring the ECL are detailed in note 2(c). A number of
significant judgements are also required in applying the accounting requirements for measuring ECL, such
as:

e Choosing appropriate assumptions for the measurement of ECL including PD, EAD and LGD;
e Developing a range of unbiased future economic scenarios and relative weightings; and
e Establishing groups of similar financial assets for the purpose of measuring ECL

Information about the judgements and estimates made by the Company in the above areas is set out in
note 2(c).

The Company makes judgements as to whether there is any observable data indicating that there is a
measurable decrease in the estimated future cash flows from loans and advances. This evidence typically
presents itself as adverse changes in scheduled payments from borrowers.

During the financial year, specific concessions were made in relation to term loans deemed to be
specifically affected by the COVID-19 pandemic. Moratoria ranging from three to six months were
applied to these facilities. The acceptance of this arrangement was not considered to be an indicator of a
deterioration in credit quality, in the calculation of expected credit losses.

The overall macroeconomic conditions as reported by the Central Bank of Barbados are also considered in
formulating default rates. Various metrics such as economic growth, unemployment rates and inflation are
holistically assessed to determine the extent of the potential variances that could be expected on baseline
default rates calculated from the portfolio. Management uses estimates based on historical loss experience
for assets with credit risk characteristics and objective evidence of impairment similar to those in the
portfolio when scheduling its future cash flows.
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4 Cash resources

Cash at bank
Short term deposits
Restricted cash

Total cash resources

December 31 December 31
2020 2019

S S

26,174,072 34,856,494
4,501,984 6,016,427
11,426,170 12,425,904
42,102,226 53,298,825

The Company is required to maintain mandatory reserve deposits with the Central Bank of Barbados
representing a percentage of deposit liabilities as cash or deposits. These funds are not available to finance the
Company’s day to day operations and as such, are excluded from cash resources to arrive at cash and cash
equivalents. At December 31, 2020 the Company was required to hold $ 10,020,885 (2019 - $10,496,625) in

mandatory deposits.

5 Due from parent company

Amounts due from parent company bear no interest and have no stated terms of repayment.
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6 Financial investments

Balance, December 31, 2019
Impairment allowance
Amortisation of interest on
investments

Balance, December 31, 2020

7  Loans and advances to customers

Gross loans and advances
Less: Expected credit losses

Balance, end of year

Gross loans and advances
Less: Expected credit losses

Balance, end of year

Treasury l.)ills Debt securities Equity
at amortised at amortised  Investments
cost cost at FVOCI Total
$ $ $ $
1,729,816 7,628,826 318,565 9,677,207
- 390,292 - 390,292
1,729,816 8,019,118 318,565 10,067,499
Total
Corporate Individual December
2020 2020 2020
$ $ $
124,568,942 227,888,728 352,457,670
(10,509,212) (6,665,575) (17,174,787)
114,059,730 221,223,153 335,282,883
Total
Corporate Individual December
2019 2019 2019
$ $ $
111,379,975 235,597,760 346,977,735
(5,842,450) (6,959,170) (12,801,620)
105,537,525 228,638,590 334,176,115
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7 Loans and advances to customers ...continued

Analysis of loans by industry sector

Education

Financial corporations

Manufacturing

Transport, storage and communication
Hotels and restaurants

Agriculture

Health and social work

Construction

Real estate, renting and other business
Individuals and individual trusts

Receivable 12 months or less after the reporting period
Receivable more than 12 months after the reporting period

December 31 December 31
2020 2019

S S

374,051 255,308
5,998,050 5,159,173
6,292,680 6,989,071
6,795,738 6,862,566
470,628 502,284
10,115,543 9,932,841
8,245,647 7,019,442
5,549,409 3,237,750
60,760,207 66,143,508
247,855,717 240,875,792
352,457,670 346,977,735
90,772,927 88,641,186
261,684,743 258,336,549
352,457,670 346,977,735

Loans and advances to customers are predominantly secured by the vehicles and title deeds relating to property

financed under the individual contracts.
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7

Loans and advances to customers ...continued

Impairment losses on loans and advances

December 31 December 31
2020 2019
$ $
Increase in impairment losses on loans and advances 4,396,979 3,545,347
Amounts written off during the year as uncollectible 161,793 209,757
4,558,772 3,755,104
Amounts received on loans previously written off (354,645) (236,174)
4,204,127 3,518,930
Loans and advances to customers include finance lease receivables as follows:
Gross investment in finance lease receivables:
December 31 December 31
2020 2019
$ $
No later than 1 year 5,281,857 5,926,180
Later than 1 year but no later than 5 years 6,086,299 9,857,965
11,368,156 15,784,145
Unearned future finance income on finance leases (1,098,101) (1,261,262)
Net investment in finance lease receivables 10,270,055 14,522,883
The net investment in finance lease receivables may be analysed as follows:
No later than 1 year 4,745,599 5,492,597
Later than 1 year but no later than 5 years 5,524,456 9,030,286
10,270,055 14,522,883

The carrying amount of finance lease receivables includes $4,700,677 (2019 - $5,883,333) of unguaranteed residual

value accruing to the benefit of the Company.
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8 Property, plant and equipment

Furniture
Land & Leasehold & Motor
buildings improvements Computers equipment vehicles Total
$ $ $ $ $ $

At December 31, 2018
Cost 4,990,573 432,101 798,661 984,426 617,022 7,822,783
Accumulated depreciation (48,838) (415,989) (651,696) (478,856) (272,752) (1,868,131)
Net book value 4,941,735 16,112 146,965 505,570 344,270 5,954,652
Year ended December 31, 2019
Opening net book amount 4,941,735 16,112 146,965 505,570 344,270 5,954,652
Additions - 286,750 164,865 49,817 132,606 634,038
Disposals - - - (7,923) (75,333)  (83,256)
Depreciation charge (172,440) (41,112) (96,598) (125,166) (123,017) (558,333)
Closing net book value 4,769,295 261,750 215,232 422,298 278,526 5,947,101
At December 31, 2019
Cost 4,990,573 697,215 963,345 1,007,400 599,720 8,258,253
Accumulated depreciation (221,278) (435,465) (748,113)  (585,102) (321,194) (2,311,152)
Net book value 4,769,295 261,750 215,232 422,298 278,526 5,947,101
Year ended December 31, 2020
Opening net book amount 4,769,295 261,750 215,232 422,298 278,526 5,947,101
Additions 582,717 36,271 132,667 296,126 139,040 1,186,821
Disposals - - - - - -
Depreciation charge (234,650) (184,955) (124,024) (167,843) (127,283) (838,755)
Closing net book value 5,117,362 113,066 223,875 550,581 290,283 6,295,167
At December 31, 2020
Cost 5,573,155 339,203 1,092,577 1,202,042 625,250 8,832,227
Accumulated depreciation (455,793) (226,137) (868,702)  (651,461) (334,967) (2,537,060)
Net book value 5,117,362 113,066 223,875 550,581 290,283 6,295,167
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9 Intangible assets

Core Computer
Brand deposits software Total
$ $ $ $

As at December 31, 2019
Cost 300,000 1,800,000 370,153 2,470,153
Accumulated depreciation (26,667) (300,000) (365,829) (692,496)
Net book value 273,333 1,500,000 4,324 1,777,657
Year ended December 31, 2020
Opening net book value 273,333 1,500,000 4,324 1,777,657
Amortisation charge (20,000) (225,000) (2,045) (247,045)
Closing net book value 253,333 1,275,000 2,279 1,530,612
At December 31, 2020
Cost 300,000 1,800,000 370,153 2,470,153
Accumulated depreciation (46,667) (525,000) (367,874) (939,541)
Net book value 253,333 1,275,000 2,279 1,530,612
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10 Right-of-use assets

Buildings
Beginning of year
Additions

Depreciation expense

End of year

Lease liabilities
Beginning of year
Additions

Interest

Lease payments

End of year

Current
Non-current

End of year

December 31 December 31
2020 2019
$ S
298,644 —
- 325,794
(65,158) (27,150)
233,486 298,644
December 31 December 31
2020 2019
$ S
301,060 —
— 325,794
10,931 5,266
(72,000) (30,000)
239,991 301,060
63,557 61,069
176,434 239,991
239,991 301,060
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10 Right-of-use assets...continued

Amounts recognised in the statement of profit or loss

The statement of profit or loss shows the following amounts relating to leases:

Depreciation expense of right-of-use assets

Interest expense on lease liabilities

Expense relating to short-term leases (included in
administrative expenses)

Expenses relating to leases of low-value assets (included
in administrative expenses)

Total amount recognised in profit or loss

December 31 December 31
2020 2019

$ S

65,158 27,150

10,931 5,265
181,975 270,108
33,945 24,058
292,009 326,581

The total cash outflow for leases in 2020 was $330,725 (2019 - $306,305).
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11 Operating lease assets

Leased vehicles

Cost

Beginning of year

Additions

Transfer to end of lease stock
Disposals

End of year

Accumulated depreciation
Beginning of year

Charge for the year (note 22)
Transfer to end of lease stock
Disposals

End of year

Net book value

End of year

Beginning of year

December 31 December 31
2020 2019
S S
4,331,327 5,849,954
605,986 329,977
(637,399) (1,181,482)
(1,358,723) (667,122)
2,941,191 4,331,327
2,135,729 797,689
1,141,347 1,901,816
(332,886) (376,782)
(801,761) (186,994)
2,142,429 2,135,729
798,762 2,195,598
2,195,598 5,052,265
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12 Other assets

Prepaid expenses
Other receivables
Repossessed or end of lease stock
VAT recoverable

Receivable 12 months or less after the reporting period
Receivable more than 12 months after the reporting period

13 Taxation

Current tax charge
Under/(Over) provision of prior year current tax
Deferred tax credit

December 31 December 31
2020 2019
S S
714,379 1,068,894
4,815,024 3,081,766
3,139,255 2,653,103
168,235 171,191
8,836,893 6,974,954
8,794,860 6,938,379
42,033 36,575
8,836,893 6,974,954
December 31 December 31
2020 2019
S S
231,916 (401,335)
(148,948) —
(166,176) -
(83,208) (401,335)

The tax on the Company’s profit before corporation tax differs from the theoretical amount that would arise

using the basic tax rate as follows:

Profit before corporation tax

Corporation tax at a tax rate of 5.5% (2019 - 5.5%)

Income subject to tax at different rate

Income not subject to tax

Expenses not deductible for tax

Prior year over provision - current tax

Prior year over/(under) provision - deferred tax

Tax effect of rate at which deferred tax is computed

Effect of change in tax rate during the year on deferred tax balance

Taxation charge for the year

December 31 December 31
2020 2019
S S
5,537,270 5,226,054
304,550 287,433
(60,486) -
25,259 101,168
(148,948) (814,646)
(56,154) 126,391
(147,429) -
— (101,681)
(83,208) (401,335)
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13 Taxation ...continued

The movement on the deferred tax account is as follows:

Balance - beginning of year
Deferred tax released

Balance - end of year

The deferred tax liability consists of the following components:

Accelerated tax depreciation
Collective allowance for impairment losses
Interest accrued not yet received

Deferred tax liability at corporation tax rate of
5.5% (2019 — 5.5%)

December 31 December 31
2020 2019
S S
(62,016) (62,016)
166,176 —
104,160 (62,016)
December 31 December 31
2020 2019
S S
863,322 (3,981,526)
1,030,505 2,862,823
— (8,861)
1,893,827 (1,127,564)
104,160 (62,016)
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14 Due to customers

December 31 December 31
2020 2019
$ $
Financial institutions
Payable with notice 1,869,289 133,898
Payable at fixed dates 44,616,301 35,861,397
Individuals
Payable with notice 9,884,032 7,927,464
Payable at fixed dates 198,517,657 222,007,544
Business and government
Payable with notice 13,555,612 10,396,011
Payable at fixed dates 70,545,954 76,184,986
Other
Payable with notice 60,723 60,683
Payable at fixed dates 2,504,418 2,087,089
Deposits due to customers 341,353,986 354,659,072
Payable with notice 25,369,656 18,518,056
Payable at fixed dates 316,184,330 336,141,016
341,553,986 354,659,072
Payable 12 months or less after the reporting period 217,523,360 218,317,131
Payable more than 12 months after the reporting period 124,030,626 136,341,941
341,553,986 354,659,072

The rates of interest on fixed deposits vary in accordance with the length and value of the deposit from
1.25% to 5.25% (2019 - 1.25% to 5.75%). $4,686,289 (2019 - $2,639,039) of these deposits are held as

security on loans and advances to customers.
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15 Other liabilities

December 31 December 31

2020 2019

$ $

Due to brokers and related customers 2,325,676 2,076,849
ICF loan 637,004 806,606
Other payables 1,431,989 1,548,783
4,394,669 4,432 238

Payable 12 months or less after the reporting period 3,917,078 3,785,045
Payable more than 12 months after the reporting period 477,591 647,193
4,394,669 4,432.238

Industrial Credit Fund (ICF) loan represents variable rate loans on special terms due to the Central Bank of
Barbados used to finance specific loans in designated sectors of the economy. Interest on amounts advanced is
charged at 2% -3 % (2019 - 2% - 3%) per annum.

16 Asset tax payable

December 31 December 31

2020 2019

$ $

Beginning of year 529,054 542,997

Asset tax expense 1,439,121 1,521,837
Asset tax paid (1,414,240) (1,535,780)

End of year 553,935 529,054
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17

Related party transactions

A number of transactions are entered into with related parties in the normal course of business. These
transactions are included in loans and advances, deposits, and administrative services. The volume of related
party transactions and outstanding balances at year end and related income and expenses for the year are as
follows:

Directors and key
management personnel

December 31 December 31
2020 2019
$ $

Loans and advances
Loans and advances outstanding at beginning of year 2,365,480 4,126,500
Loans and advances issued during the year 277,948 133,186
Loan repayments during the year (2,089,005) (2,037,565)
Loans and advances outstanding at end of year 411,065 2,222,121
Interest income earned 94,853 214,817

Included in the loans to related parties is a loan to a shareholder of the parent company with a 2019 balance of
$1,940,000. This loan was fully secured and had an interest rate of 5.5% per annum. Interest was payable
monthly. The principal balance was payable in semi-annual installments of $970,000 beginning June 2019,
with the final principal payment made in December 2020.

Interest is payable on all other loans and advances at 6% - 6.5% (2019 - 6% - 6.5%) per annum.

Amounts due from parent company

December 31 December 31

2020 2019

S S

CSGK Finance Holdings Limited 52,323 34,136

Amounts due from parent company bear no interest and have no stated terms of repayment.
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17

Related party transactions ...continued

Shareholder loan

During 2018, the Company entered into an agreement for an unsecured non-interest-bearing loan in the amount
of $11,371,936 with its parent company to finance the purchase of the net assets of Globe Finance Inc. The
principal is repayable via semi-annual payments of $600,000 beginning June 2020. This loan is for a period of
five (5) years.

The Company also entered into a facility agreement for a period of five (5) years with its parent company who
entered into a non-revolving term facility with a commercial bank. A facilitation fee is to be paid to the parent
company for entering into the agreement. The fee is to be paid at a rate of 4% of $12,000,000 per annum for
the first three (3) years of the facility after which the facilitation fee shall be based on the Barbados lending rate
less 4% per annum.

Directors and key
management personnel
December 31 December 31

2020 2019
$ $

Deposits
Deposits at beginning of year 1,619,218 1,738,701
Deposits received during the year 868,401 114,243
Deposits repaid during the year (167,675) (233,726)
Deposits at end of year 2,319,944 1,619,218
Interest expense on deposits 59,763 92,600

Included in amounts due to customers is $2,092,530 (2019 - $1,076,474) placed by a shareholder of the parent
company. Included in loans and advances are finance leases held by a related party in the amount of $80,670
(2019 - $113,560).

December 31 December 31

2020 2019
$ $

Key management compensation
Salaries and benefits 1,424,636 1,496,492

Directors’ remuneration

In 2020, the total remuneration to the directors was $175,500 (2019 - $183,000).
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18 Share capital

Authorised:

The Company is authorised to issue an unlimited number of common shares of no par value.

Issued:

9,210,857 common shares issued (2019 - 9,210,857)

19 Statutory and other reserves

Balance, beginning of year
Transfer from retained earnings

Balance, end of year

December 31 December 31
2020 2019

S S

9,210,857 9,210,857
December 31 December 31
2020 2019

S S

7,266,453 6,422,345
843,072 844,108
8,109,525 7,266,453

Section 33 of the Financial Institutions Act, 1996 requires that a minimum of 15% of annual net income be

appropriated to a reserve fund until the balance of such fund equals the Company’s share capital.

20 Net interest income

Interest income

Cash and other short term funds
Investment securities

Finance lease income

Credit related fees

Loans and advances

Interest expense
Due to customers

Net interest income

December 31 December 31
2020 2019
S S
1,486 1,009
616,185 532,760
1,054,264 1,369,883
666,834 793,984
23,599,408 24,942,410
25,938,177 27,640,046
(7,283,057) (9,657,906)
18,655,120 17,982,140

42



SigniaGlobe Financial Group Inc.
Notes to Financial Statements
December 31, 2020

(Amounts in Barbados dollars)

21 Net fee and commission income

Fee and commission income
Creditor life and other commissions

Fee and commission expense
Dealer commissions

22 Net lease income

Operating lease income
Depreciation expense (note 11)
Lease repair expense

23 Other operating income

Profit on sale of operating lease assets and repossessed stock
Lease and other charges

December 31 December 31
2020 2019

S S

319,152 427,823
(74,841) (68,957)
244,311 358,866
December 31 December 31
2020 2019

S S

1,694,738 2,362,718
(1,141,347) (1,901,816)
(30,508) (5,794)

522,883 455,108

December 31 December 31
2020 2019

S S

887,039 828,889

50,967 40,626

938,006 869,515
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24 Foreign exchange and brokerage income

Foreign exchange transaction gains and losses
Brokerage fees

25 Operating expenses

Staff costs (Note 26)

Administrative expenses (Note 27)

Depreciation of property, plant and equipment and
intangible assets

26 Staff costs

Salaries and wages

National Insurance contributions
Pension costs:

- defined contribution plan
Other

December 31 December 31
2020 2019

S S

836,677 856,840
83,163 252,835
919,840 1,109,675
December 31 December 31
2020 2019

S S

5,146,110 5,126,782
3,791,704 4,409,656
1,085,738 809,514
10,023,552 10,345,952
December 31 December 31
2020 2019

S S

4,483,078 4,473,428
343,234 334,975
102,308 125,453
217,490 192,926
5,146,110 5,126,782
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27 Administrative expenses

28

Adpvertising and marketing expense
Professional fees

Rent expense

Repairs and maintenance
Technology expenses
Telephone and utilities
Bank charges

Stationery expenses
Insurance expense
Irrecoverable VAT
Other expenses

Contingent liabilities and commitments

a) Legal proceedings

December 31 December 31
2020 2019

$ $

365,726 458,620
570,358 583,947
204,088 270,108
64,285 139,309
300,219 375,035
301,817 347,492
337,715 175,715
133,108 190,865
341,973 290,867
322,988 421,498
849,427 1,156,200
3,791,704 4,409,656

No contingent liabilities associated with legal action have been disclosed as professional advice indicates

that it is unlikely that any significant loss will arise.

b) Commitments

Rental commitment is as follows:

Within one year
Later than one year but no later than five years

The Company had loan commitments as follows:

Loan commitments

December 31 December 31
2020 2019

S S

- 106,335

- 143,865

- 250,200

December 31 December 31
2020 2019

S S

16,394,257 10,939,550
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29 Financial instruments, financial risk and capital management

By its nature, the Company’s activities expose it to a variety of financial risks such as credit risk, market risk
(predominantly cash flow interest rate risk) and liquidity risk. The Company accepts deposits from customers
at fixed interest rates over varying terms of maturity and seeks to earn the appropriate interest margin through
lending to commercial and retail borrowers at fixed and variable rates over varying terms of maturity and by
investing funds in high quality assets. This note presents information about the Company’s exposure to each of
the above financial risks, the Company’s objectives, policies and procedures for measuring and managing these
risks, as well as the Company’s management of its capital.

The Board of Directors has overall responsibility for the establishment and oversight of the Company’s risk
management framework. The Board has established the Credit Committee and the Asset and Liability
Committee (“ALCO”) both of which include non-executive members and regularly report to the Board of
Directors on their activities. In addition, the Board has established an Audit Committee to assist the directors in
overseeing the reliability of the Company’s financial statements, compliance with legal and regulatory
requirements, external and internal auditor independence, as well as business practices and ethical standards.
The Audit Committee also oversees compliance with the Company’s risk management policies and procedures,
as well as reviews the adequacy of the risk management framework in relation to the potential risks which the
Company faces.

a) Credit risk:

Credit risk arises from the possibility that counterparties may default on their obligations to the Company
resulting in a financial loss to the Company. Credit risk is considered to be the most significant of the
financial risks which the Company faces and as a result, the Company’s financial risk management
focuses heavily on managing its exposure to credit risk. Credit risk arises primarily from the Company’s
lending activities that result in loans and advances to customers, including finance leases, as well as
investment activities that bring fixed income securities into the Company’s investment portfolio.

The Board of Directors has delegated the responsibility for and oversight of credit risk management and
control to the Credit Committee. In addition, the Credit Committee has responsibility for:

e reviewing internal credit policies and establishing approval limits;

e ecstablishing portfolio composition limits;

e monitoring and assessing the loan portfolio to ensure that the Company’s lending policies and
practices are adhered to;

e reviewing and vetting the Company’s lending policies and procedures for submission to the Board of
Directors;

e approving or declining loan applications submitted to the Committee;

e reviewing and analysing delinquency statistics; and

e providing general guidance on lending practices.
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29 Financial instruments, financial risk and capital management ...continued

a)

Credit risk: ...continued

The Company has formulated commercial and retail lending credit policies and guidelines. These policies
and guidelines measure, manage, limit and control credit risk and the potential for concentration therein.
These policies also cover collateral requirements, credit evaluations and ongoing credit assessments, risk
grading and reporting, documentary and legal procedures, as well as compliance with regulatory
requirements.

Authorised lending limits are established by the Credit Committee and approved by the Board of
Directors. The Chief Executive Officer assigns lending limits to selected credit officers within which they
can approve loans that conform to the Company’s credit policies and guidelines. Management closely
monitors the composition of the loan portfolio by industry sector and potential concentration of credit risk
therein on a monthly basis - see Note 7 for analysis of loans by industry sector as of December 31, 2020
and December 31, 2019. All loans and advances are made to customers located within Barbados and as a
result, there is no need to monitor the loan portfolio by geographic sector.

Exposure to credit risk from loans and advances to customers, including net investment in finance leases,
is further managed through the regular analysis of the ability of potential and existing borrowers to meet
their contractual obligations.

The Company currently utilises the Central Bank of Barbados Asset Classification and Provisioning
Guidelines rating system to assess its loan portfolio. Under this system, customers are segmented into the
five rating categories, which reflect the full range of credit quality.

The category of Pass typically includes loans which are current and loans where the financial condition of
the borrower is generally sound. The Special Mention category includes loans which although up to date,
may present credit challenges in the future either as a result of a potential deterioration in the borrower’s
ability to service the loan or through the impairment of the collateral associated with the loan. Loans are
assigned to the Substandard category where well-defined credit weaknesses exist such as insufficient cash
flow to service the loan and where the Company may have to renegotiate the terms of the loan or obtain
the collateral. The Doubtful category consists of loans where the collection of the full contractual amounts
due is questionable or improbable. In this category, the possibility of incurring a financial loss exists but
other factors may be present which could improve the current situation. Finally, the category of Loss is
used where the loan is deemed uncollectible and it is not considered practical or desirable to pursue further
recovery efforts.

The following table contains an analysis of the credit risk exposure of financial instruments for which an

ECL allowance is recognised. The gross carrying amount of financial assets below also represents the
Group’s maximum exposure to credit risk on these assets.
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29 Financial instruments, financial risk and capital management ...continued

a) Credit risk: ...continued

2020
ECL Staging
Debt securities Stage 1 .Stage 2 .Stage 3 Purchas?d
_ amortised cost 12-month life-time life-time credit-
! ECL ECL ECL impaired Total
$ $ $ $ $
Credit grade:
Investment grade - 1,819,028 - - 1,819,028
Non-investment i i ) i i
grade
Watch - - - - -
Default - - - 8,019,118 8,019,118
- 1,819,028 - 8,019,118 9,838,146
Loss allowance - (89,212) - - (89,212)
Carrying amount - 1,729,816 - 8,019,118 9,748,934
2019
ECL Staging
. Stage 1 Stage 2 Stage 3 Purchased
D:Il:osr‘;fg(;t:; . 12-month  life-time life-time credit-
ECL ECL ECL impaired Total
$ $ $ $ $
Credit grade:
Investment grade - 1,819,028 - - 1,819,028
Non-investment i i ) i i
grade
Watch - - - - -
Default - - - 7,628,826 7,628,826
- 1,819,028 - 7,628,826 9,447,854
Loss allowance - (89,212) - - (89,212)
Carrying amount - 1,729,816 - 7,628,826 9,358,642

Included in the carrying amount of the debt securities is $326,607 (2019 - $326,607) in
undiscounted credit losses.
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29 Financial instruments, financial risk and capital management ...continued

a) Credit risk: ...continued

2020
ECL Staging
Loans and advances Stage 1 Stage 2 Stage3  Purchased
to customers 12-month life-time life-time credit-
- amortised cost ECL ECL ECL impaired Total
$ $ $ $ $
Credit grade:
Pass 244,919,419 2,528,585 2,322,718 - 249,770,722
Special Mention 20,895,953 28,436,685 3,918,381 - 53,251,020
Substandard - 1,307,516 9,691,488 - 10,999,004
Doubtful 52,485 1,425,379 11,591,680 - 13,069,544
Loss - 73,573 25,293,806 - 25,367,379
S;%Sjnia“ymg 265,867,857 33,771,739 52,818,074 - 352,457,670
Loss allowance (774,254) (474,554) (15,925,980) - (17,174,787)
Carrying amount 265,093,604 33,297,185 36,892,094 - 335,282,883
2019
ECL Staging
Loans and advances Stage 1 Stage 2 Stage3  Purchased
to customers 12-month life-time life-time credit-
- amortised cost ECL ECL ECL impaired Total
$ $ $ $ $
Credit grade:
Pass 156,166,691 6,409,135 - - 162,575,826
Special Mention 89,171,570 45,864,423 - - 135,035,993
Substandard - 3,801,690 18,904,918 - 22,706,608
Doubtful - - 8,096,878 - 8,096,878
Loss - - 18,562,430 - 18,562,430
Snrl‘z)slfn‘;a“ymg 245338260 56,075,248 45,564,226 - 346,977,735
Loss allowance (777,162) (764,479) (11,259,979) - (12,801,620)
Carrying amount 244,561,098 55,310,769 34,304,247 - 334,176,115
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29 Financial instruments, financial risk and capital management ...continued
a) Credit risk: ...continued
Loss allowances

The allowance for ECL is recognised in each reporting period and is impacted by a variety of factors, as
described below:

* Transfers between stages due to financial assets experiencing significant movement in credit risk or
becoming credit-impaired during the period;

* Additional allowances for new financial instruments recognised during the period, as well as releases
for financial instruments derecognised in the period;

* Impact on the measurement of ECL due to inputs used in the calculation including the movement
between 12-month and lifetime ECL;

* Impacts on the measurement of ECL due to changes made to models and model assumptions; and
* Foreign exchange retranslations for assets denominated in foreign currencies.

The following tables explain the changes in the loss allowance between the beginning and the end of the
annual period due to these factors:

Stage 1 Stage 2 Stage 3 Purchased
12-month  Lifetime Lifetime credit-
ECL ECL ECL impaired Total
$ $ $ $ $

Debt securities
- Loss allowance
Loss allowance as at
January 1, 2020 - 89,212 - - 89,212
Transfers:
Transfer from Stage 1 to
Stage 2 - - - - -
Transfer from Stage 1 to
Stage 3 - - - - -
Transfer from Stage 2 to
Stage 3 - - - - -
Financial assets fully
derecognised during the period - - - - -
New financial assets originated
or purchased - - - - -

Loss allowance as at
December 31, 2020 - 89,212 - - 89,212
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29 Financial instruments, financial risk and capital management ...continued

a) Credit risk: ...continued

Stage 1 Stage 2 Stage 3 Purchased
12-month  Lifetime Lifetime credit-
ECL ECL ECL impaired Total
$ $ $ $ $

Debt securities
- Loss allowance
Loss allowance as at
January 1, 2019 - - - - -
Transfers:
Transfer from Stage 1 to
Stage 2 - - - - -
Transfer from Stage 1 to
Stage 3 - - - - -
Transfer from Stage 2 to
Stage 3 - - - - -
Financial assets fully
derecognised during the period - - - - -
New financial assets originated
or purchased - 89,212 - - 89,212

Loss allowance as at
December 31, 2019 - 89,212 - - 89,212
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29 Financial instruments, financial risk and capital management ...continued

a)

Credit risk: ...continued

Loans and advances to
customers - Loss allowance
Loss allowance as at
January 1, 2020

New financial assets originated
or purchased
Transfers:
Transfer from Stage 1 to
Stage 2
Transfer from Stage 1 to
Stage 3
Transfer from Stage 2 to
Stage 1
Transfer from Stage 2 to
Stage 3
Transfer from Stage 3 to
Stage 1
Transfer from Stage 3 to
Stage 2
Financial assets fully
derecognised during the period
Changes to inputs used in ECL
calculation
Loss allowance as at
December 31, 2020

Stage 1 Stage 2 Stage 3 Purchased
12-month  Lifetime Lifetime credit-

ECL ECL ECL impaired Total
$ $ $ $ $
777,161 764,479 11,259,979 - 12,801,620
213,295 142,249 1,975,744 - 2,331,288
(44,491) 124,347 - - 79,856
(27,028) - 1,261,419 - 1,234,391
62,048  (245,750) - - (183,702)
- (239,555) 2,965,441 - 2,725,886
5,417 - (328,125) - (322,708)
- 34,949 (339,689) - (304,741)
(77,194)  (153,443) (1,359,223) - (1,589,861)
(134,955) 47,278 490,434 - 402,757
774,254 474,554 15,925,980 - 17,174,787
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29 Financial instruments, financial risk and capital management ...continued

a) Credit risk: ...continued

Loans and advances to
customers - Loss allowance
Loss allowance as at
January 1, 2019

New financial assets originated
or purchased
Transfers:
Transfer from Stage 1 to
Stage 2
Transfer from Stage 1 to
Stage 3
Transfer from Stage 2 to
Stage 1
Transfer from Stage 2 to
Stage 3
Transfer from Stage 3 to
Stage 1
Transfer from Stage 3 to
Stage 2
Financial assets fully
derecognised during the period
Changes to inputs used in ECL
calculation
Loss allowance as at
December 31, 2019

Stage 1 Stage 2 Stage 3 Purchased
12-month  Lifetime Lifetime credit-

ECL ECL ECL impaired Total
$ $ $ $ $
1,273,586 356,220 8,534,099 - 10,163,905
240,489 197,774 728,000 - 1,166,263
(142,328) 260,438 - - 118,110
(74,697) - 1,574,267 - 1,499,570
3,963 (61,004) - - (57,041)
- (117,592) 423,867 - 306,275
1,371 - (110,397) - (109,026)
- 6,545 (73,158) - (66,613)
(142,360) (83,556)  (1,109,848) - (1,335,764)
(382,862) 205,654 1,293,149 - 1,115,941
777,162 764,479 11,259,979 - 12,801,620
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29 Financial instruments, financial risk and capital management ...continued

a)

Credit risk: ...continued

IFRS 9 carrying values

The following tables explain the changes in the carrying value between the beginning and the end of the
period due to these factors. The gross carrying amounts of financial investments below represent the
Company’s maximum exposure to credit risk on these assets.

Stage 1
12-month
ECL
$

Stage 2
Lifetime
ECL
$

Stage 3
Lifetime
ECL
$

Purchased
credit-
impaired

$

Total

Debt securities

- amortised cost

Gross carrying amount as at

January 1, 2020 -

1,729,816

7,628,826

9,358,642

Transfers:

Transfer from Stage 1 to
Stage 2 -
Transfer from Stage 1 to
Stage 3 -
Transfer from Stage 2 to
Stage 3 -
Financial assets fully
derecognised during the period -
New financial assets originated
or purchased -
Changes in principal and
interest -

(1,729,816)

1,729,816

390,292

(1,729,816)
1,729,816

390,292

Gross carrying amount as at
December 31, 2020 -

1,729,816

8,019,118

9,748,934
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29 Financial instruments, financial risk and capital management ...continued

a) Credit risk: ...continued

Debt securities

- amortised cost

Gross carrying amount as at
January 1, 2019

Transfers:

Transfer from Stage 1 to
Stage 2
Transfer from Stage 1 to
Stage 3
Transfer from Stage 2 to
Stage 3
Financial assets fully
derecognised during the period
New financial assets originated
or purchased
Changes in principal and
interest
Gross carrying amount as at
December 31, 2019

Stage 1
12-month
ECL
$

Stage 2
Lifetime
ECL
$

Stage 3
Lifetime
ECL
$

Purchased
credit-
impaired

$

Total

8,340,515

8,340,515

1,729,816

(1,729,816)

1,018,127

(1,729,816)
1,729,816

1,018,127

1,729,816

7,628,826

9,358,642
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29 Financial instruments, financial risk and capital management ...continued

a)

Credit risk: ...continued

Loans and advances to
customers

- amortized cost

Gross carrying amount as
at January 1, 2020
Transfers:

Transfer from Stage 1
to Stage 2

Transfer from Stage 1
to Stage 3

Transfer from Stage 2
to Stage 1

Transfer from Stage 2
to Stage 3

Transfer from Stage 3
to Stage 1

Transfer from Stage 3
to Stage 2
New financial assets
originated or purchased
Financial assets fully
derecognised during the
period
Changes in principal and
interest
Foreign exchange
adjustment
Gross carrying amount as
at December 31, 2020

Stage 1 Stage 2 Stage 3 Purchased
12-month Lifetime Lifetime

ECL ECL ECL Total
$ $ $ $
245,338,261 56,075,248 45,564,227 - 346,977,736
(14, 128,954) 13,103,991 - - (1,024,963)
(7,548,124) - 6,821,950 - (726,174)
16,942,456 (20,913,117) - - (3,970,661)
- (14,639,586) 12,104,918 - (2,534,668)
4,351,997 - (5,116,493) - (764,497)
- 1,789,753  (2,103,145) - (313,393)
77,305,914 4,645,079 5,153,443 - 87,104,436
(26,128,856) (5,256,868)  (5,080,844) - (36,466,568)
(30,264,837) (1,032,761)  (4,525,981) - (35,816,569)
265,867,857 33,771,739 52,818,074 - 352,457,670
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28 Financial instruments, financial risk and capital management ...continued

a) Credit visk: ...continued

Stage 1 Stage 2 Stage 3 Purchased
12-month Lifetime Lifetime credit-
ECL ECL ECL impaired Total
$ $ $ $ $
Loans and advances to
customers
- amortized cost
Gross carrying amount as
at January 1, 2019 288,300,908 35,595,400 31,516,559 355,412,867
Transfers:
Transfer from Stage 1
to Stage 2 (40,374,240) 33,380,714 - (6,993,526)
Transfer from Stage 1
to Stage 3 (14,844,337) - 13,448,515 (1,395,822)
Transfer from Stage 2
to Stage 1 5,422,884  (6,974,772) - (1,551,888)
Transfer from Stage 2
to Stage 3 - (5,534,071) 4,233,682 (1,300,389)
Transfer from Stage 3
to Stage 1 291,197 - (492,698) (201,501)
Transfer from Stage 3
to Stage 2 - 556,702 (696,237) (139,535)
New financial assets
originated or purchased 69,985,361 7,576,165 4,236,867 81,798,393
Financial assets fully
derecognised during the
period (28,750,116)  (5,573,032)  (4,399,487) (38,722,635)
Changes in principal and
interest (34,693,397)  (2,951,858) (2,282,974) (39,928,229)
Foreign exchange
adjustment - - - -
Gross carrying amount as
at December 31, 2019 245,338,260 56,075,248 45,564,227 346,977,735
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29 Financial instruments, financial risk and capital management ...continued
a) Credit risk: ...continued
The scenario weightings assigned to each economic scenario at December 31, 2020 were as follows:

Base Upside Downside

SigniaGlobe Financial portfolio 15% 10% 75%

Expected credit losses are calculated under varying economic scenarios, captured through percentage
variations in the probability of default rates on loans in the portfolio. Three scenarios are probability
weighted using the table above, which was inspired by management’s opinion of the Central Bank’s
outlook for the Barbadian economy in the coming year.

Purchased or originated credit-impaired financial assets

The Government of Barbados defaulted on its debt instruments on June 1, 2018 when principal and
interest payments were suspended. On October 1, 2018 the debt exchange was completed with new
instruments exchanged for the old instruments in Barbados dollars. 15% of these debt instruments held by
the Company were converted to 90-day Treasury Bills, and the remaining were converted to Series B
Government Bonds.

The restructuring triggered the derecognition of the old instruments and the recognition of the new
instruments, which were considered as Purchased Originated Credit Impaired, as they were the result of a
debt restructuring under default conditions.

The new instruments are currently recognised at fair value of $8,340,515 and on recognition an
impairment loss of $3,809,014 was recognised in the income statement. The fair value of these assets
includes an undiscounted ECL of $326,607.
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29 Financial instruments, financial risk and capital management ...continued

a)

Credit risk: ...continued

The Company’s main source of credit risk arises from its loans and advances which are inclusive of net
investment in finance lease receivables. As mentioned previously, the analysis does not take into account
any security or collateral which is normally required by the Company on loans in an attempt to mitigate
credit risk. The Company has specific policies in place detailing the requirement for acceptable collateral.
Loans and advances to customers are typically secured by bills of sale on the underlying vehicles and
mortgages over the underlying properties, as well as other forms of security such as stocks, bonds, mutual
funds and the cash surrender values on borrower’s life insurance policies. In order to further minimise
credit risk, the Company may seek additional collateral from a borrower as soon as there is objective
evidence of impairment or other similar indicators. The Company has not issued any financial guarantees.

Cash and cash equivalents as well as short term deposits are all placed with reputable financial institutions
which have been pre-approved by the ALCO committee and which are considered to be financially secure.
The level of credit risk arising from the remaining financial assets is not considered to be significant.

The Company currently utilises the Central Bank of Barbados Asset Classification and Provisioning
Guidelines rating system to assess its loan portfolio. Under this system, customers are segmented into the
five rating categories, as summarised in the table below, which reflect the full range of default
probabilities. The Company assesses the probability of default of individual customers based on the aging
of the portfolio of loans and advances which is then mapped to the Central Bank of Barbados’ rating
categories. This exercise is supplemented by the judgment of experienced credit officers within the
Company. The table below shows the Company’s internal rating and the associated impairment provision
on loans and advances at December 31.

Impairment allowance

Company’s Description 2020 2020 2019 2019
rating $ % $ %

1 Pass 1,167,411 7 488,966 5

2 Special mention 1,500,211 9 730,426 6

3 Substandard 1,527,885 9 1,831,108 15

4 Doubtful 3,923,277 23 1,723,277 14

5 Loss 9,056,003 53 7,171,669 60

The fair value of the collateral for individually impaired loans is as follows:

December 31 December 31

2020 2019
$ $
Fair value of collateral 54,799,790 76,626,887
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29 Financial instruments, financial risk and capital management ...continued

b) Market risk:

Market risk is the risk that changes in market prices such as interest rates, equity prices and foreign
exchange rates will affect the Company’s income or the value of its financial instruments. The Company
is not directly exposed to changes in foreign exchange rates given that the Company does not hold
significant foreign currency denominated monetary assets or liabilities. The most significant type of
market risk to which the Company is exposed is interest rate risk, which generally includes cash flow
interest rate risk and fair value interest rate risk. Cash flow interest rate risk is the risk that the future cash
flows of a financial instrument will fluctuate because of changes in market interest rates, whereas fair
value interest rate risk is the risk that the value of a financial instrument will fluctuate because of changes
in market interest rates. The majority of the Company’s financial instruments are measured at amortised
cost and as a result, the Company is not directly exposed to fair value interest rate risk. However, the
Company is exposed to fluctuations in the prevailing levels of market interest rates whereby net interest
margins may increase as a result of these changes or may be reduced in the event that unexpected
movements take place.

Interest rate risk

Assuming that the interest bearing financial assets and liabilities as at December 31, 2020 were to remain
until maturity or settlement without any action by the Company to alter the resulting interest rate risk
exposure, an immediate and sustained increase/decrease of 100 basis points in market rates across all
maturities would result in an insignificant increase/decrease in the net income of the following year.

Management closely monitors net interest margins, as well as other related ratios such as interest earned to
average loans and interest incurred to average deposits. The ALCO Committee’s responsibilities include
ensuring adherence to the Company’s policies and procedures concerning asset and liability management,
which in addition to liquidity risk, addresses interest rate risk.

Management reserves the right to adjust interest rates to address negative interest rate exposure.
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29 Financial instruments, financial risk and capital management ...continued
b) Market risk: ...continued

Interest rate risk ...continued

The table below summarises the Company’s exposure to interest rate risk. It includes the Company’s financial
instruments at carrying amounts categorised by the earlier of maturity or contractual repricing:

December 31, 2020
Non
Up to 3-12 15 Over interest
3 months months ears 5 years bearing Total
$ $ $ $ $ S

Assets
Cash
resources 30,676,056 - - - 11,426,170 42,102,226
Due from
parent - - - - 52,323 52,323
Financial
investments 1,729,816 - - 8,019,118 318,565 10,067,499
Loans and
advances to 27,761,352 55,028,090 183,203,627 69,289,814 - 335,282,883
customers
Other assets - - - - 2,947,947 2,947,947
Total
financial
assets 60,167,224 55,028,090 183,203,627 77,308,932 14,745,005 390,452,878
Liabilities
Customer
deposits 82,216,762 134,262,685 125,003,410 71,129 - 341,553,986
Other
Liabilities 39,848 119,565 337,803 - 3,137,351 3,634,567
Sharcholder
loan - 1,200,000 8,971,936 - - 10,171,936
Total
financial
liabilities 82,256,610 135,582,250 134,313,149 71,1290 3,137,351 355,360,489
Total
repricing gap  (22,089,386)  (80,554,160) 48,890,478 77,237,803 11,607,654 35,092,389
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29 Financial instruments, financial risk and capital management ...continued

b)

Market risk: ...continued

Interest rate risk ...continued

December 31, 2019
Non
Up to 3-12 1-5 Over interest
3 months months ears 5 years bearing Total
S $ $ S $ S

Assets
Cash 40,872,921 - - - 12,425,904 53,298,825
resources
Due from
parent - - - - 34,136 34,136
Financial
investments 1,729,816 — - 7,628,826 318,565 9,677,207
Loans and
advances to 34,789,242 49,830,857 185,360,335 64,195,681 — 334,176,115
customers
Other assets — — — - 1,875,094 1,875,094
Total
financial
assets 77,391,979 49,830,857 185,360,335 71,824,507 14,653,699 399,061,377
Liabilities
Customer
deposits 74,872,706 142,119,577 320,037 137,346,752 — 354,659,072
Other
liabilities 32,348 97,065 335,332 11,860 2,653,859 3,130,464
Shareholder
loan — 1,200,000 10,171,936 — — 11,371,936
Total
financial
liabilities 74,905,054 143,416,642 10,827,305 137,358,612 2,653,859 369,161,472
Total
repricing gap 2,486,925 (93,585,785) 174,533,030 (65,534,105) 11,999,840 29,899,905
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29 Financial instruments, financial risk and capital management ...continued

b)

Market risk: ...continued

Foreign exchange risk

The Company is exposed to foreign exchange risk arising primarily from exposure to the United States
dollar. Foreign exchange risk arises from future commercial transactions and recognised assets and
liabilities.

Management manages this risk by limiting its exposure to the United States dollar which has a fixed
parity to the functional currency of the Company. This fixed parity allows management to predict with
relative certainty the potential outcome of foreign exchange transactions and the likely impact on the
Company’s performance. Foreign exchange risk arises when future commercial transactions or
recognised assets or liabilities are denominated in a currency that is not the entity’s functional currency.
At December 31, 2020, all the Company’s financial assets and liabilities are denominated in Barbados
Dollars with the exception of $10.49 million (2019 - $15.93 million) in cash and $9.51 million

(2019 - $7.42 million) in liabilities.

Price risk

Price risk is the risk that the value of a financial instrument will fluctuate as a result of changes in
market prices. The Company is exposed to price risk because of investments held and classified on the
balance sheet as FVOCI. The Company mitigates this risk by holding a portfolio of securities within
specified limits set by the ALCO. An increase/decrease of +/-10.00% would result in an
increase/decrease of $31,857 in the carrying values of equity investments.

Liquidity risk:

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations as they fall
due.

The Board of Directors has delegated the responsibility for and oversight of liquidity risk management
to the ALCO. The ALCO’s responsibilities include but are not limited to:

e monitoring management’s adherence to policies and procedures that are established to ensure
adequate liquidity at all times;

e cstablishing asset and liability pricing policies to protect the liquidity structure, as well as to assess
the probability of various ‘liquidity shocks’ and interest rate scenarios;

e ensuring compliance with the Company’s asset and liability policies and procedures which address
the management of liquidity, foreign exchange and interest rate risk;

e managing the balance sheet and ensuring that business strategies are consistent with liquidity
requirements; and

e ecstablishing and monitoring relevant liquidity and prudential ratios, as well as specific balance sheet
targets.
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29 Financial instruments, financial risk and capital management ...continued

9

Liquidity risk: ...continued

The Company is exposed to daily requirements for its available cash resources arising from maturing
customer deposits, the advancement of loans and other cash settled transactions. The Company does not

maintain sufficient cash resources to meet all of these liquidity needs, as historical industry and
company-specific experience has shown that a high level of reinvestment of maturing funds can be
predicted with a high level of certainty. The Company, however, has two committed lines of credit in
the combined amount of $13 million upon which it can draw to meet unforeseen and unexpected
liquidity needs; the line of credit of $3 million currently has an effective rate of 6.8% (2019 - 6.8%).
The line of credit of $10 million currently has an effective rate of 7.7 % (2019 - 7.7%).

The table below shows the undiscounted cash flows on the basis of their earliest contractual maturities.
Expected cash flows from these instruments can vary significantly from this analysis. For example,
customer deposits are expected to maintain a stable or increasing balance and unrecognised loan
commitments are not all expected to be drawn down immediately.

Management prepares daily cash flow forecasts to assess liquidity needs in the period ahead. These cash
flow forecasts report the current level of liquid resources along with customer deposits maturing within
90 days and after 90 days and maturing investments in the period ahead. Additionally, management
closely monitors net free cash flows, as well as the concentration of customer deposits.

The table below represents the Company’s cash flows payable under non-derivative financial liabilities

by remaining contractual maturities at the balance sheet date.

Up to 3 3-12 1-5 Over
months months ears 5 years Total
$ $ $ $ S

December 31, 2020
Due to customers 82,357,880 135,830,745 134,245,919 71,129 352,505,673
Other liabilities 2,919,729 794,848 337,803 139,788 4,192,168
Shareholder loan - 1,592,877 9,627,691 - 11,220,568
Loan commitments 16,394,257 - — — 16,394,257
Total financial
liabilities 101,671,866 138,218,470 144,211,413 210,917 384,312,666
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29 Financial instruments, financial risk and capital management ...continued

¢)  Liquidity risk: ...continued

Up to 3 3-12 1-5 Over
months months ears 5 years Total
$ $ $ $ S

December 31, 2019
Due to customers 75,002,277 144,208,844 320,037 145,596,451 365,127,609
Other liabilities 2,855,439 698,825 455,332 191,860 4,201,456
Shareholder loan - 1,692,000 11,220,568 - 12,912,568
Loan commitments 10,939,550 - — - 10,939,550
Total financial
liabilities 88,797,266 146,599,669 11,995,937 145,788,311 393,181,183

The Company holds a diversified portfolio of cash and high-quality highly-liquid securities to support
payment obligations and contingent funding in a stressed market environment. The Company’s assets held
for managing liquidity risk comprise:

e (Cash resources excluding restricted cash
e Debt securities
e Committed lines of available credit

The Company’s management notes that at December 2020 there is a shortfall between the liquid securities
held and the payment obligations due within 12 months. However, historical performance has shown that
the Company has an 80% deposit retention ratio and as such there is no expectation of significant
withdrawals in customer deposits. Management will seek to extend the terms on maturing customer
deposits while continuing to closely monitor the pattern of deposit withdrawals.
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29 Financial instruments, financial risk and capital management ...continued

d) Fairvalue:

Financial instruments carried at fair value in the financial statements are measured in accordance with a
fair value hierarchy based on the degree to which the fair values are observable as follows:

e Level 1 includes those instruments which are measured based on quoted prices in active markets for
identical assets or liabilities.

e Level 2 includes those instruments which are measured using inputs other than quoted prices within
level 1 that are observable for the asset or liability, either directly (that is, as prices) or indirectly (that
is derived from prices).

e Level 3 includes those instruments which are measured using valuation techniques that include inputs
for the instrument that are not based on observable market data (unobservable inputs).

The following table shows the financial assets carried at fair value at December 31 on a recurring basis by
level of the fair value hierarchy.

Level 1 Level 2 Level 3 Total
2020 S $ $ $
FVOCI:
Equity investments - 318,565 318,565
Total assets - - 318,565 318,565
Level 1 Level 2 Level 3 Total
2019 S $ $ $
FVOCI:
Equity investments - 318,565 318,565
Total assets - - 318,565 318,565
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29 Financial instruments, financial risk and capital management ...continued

d) Fair value ...continued

The table below provides information about the fair value measurements using significant unobservable

inputs (Level 3).
Fair value at Range of Relationship of
.. December 31, Valuation | Unobservable inputs unobservable
Description . . . fai
2020 2019 | technique inputs 2020 | 2019 | Inputs to fair
$ $ value
Equity 318,565 | 318,565 | Discounted | Discount for 30% 30% | The effect of a
investments cash flows | lack of 1% increase
marketability would decrease

and liquidation

the fair value by
$3,511 and a 1%
decrease would

increase the fair
value by $3,466.
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29 Financial instruments, financial risk and capital management ...continued

d) Fair value: ...continued

The following table presents the movement in Level 3 instruments for the year.

December 31 December 31

2020 2019

$ $

Beginning of year 318,565 318,565
Additions — _
End of year 318,565 318,565

The fair value hierarchy of other financial instruments not carried at fair value but for which fair value
disclosure is required is set out below. Of the Company’s financial assets amounting to $390,452,878

(2019 - $399,061,377), $398,742,812 falls within the IFRS 9 category of financial assets at amortised cost
whereas $318,565 falls within the category of FVOCI. The Company’s financial liabilities amounting to
$355,360,489 (2019 - $369,161,472) all fall within the IFRS 9 category of financial liabilities measured at
amortised cost.

The following table sets out the carrying value of the Company’s loans and advances to customers and due
to customers along with their estimated fair values:

December 31, 2020 December 31, 2019
Carrying Carrying
value Fair value value Fair value
$ $ $ $
Financial assets
Loans and advances
to customers
Individuals 221,223,153 226,549,990 228,638,590 228,907,845
Corporate and other
entities 114,059,730 117,183,255 105,537,525 105,525,747
Financial liabilities
Due to customers
Financial institutions 46,246,364 46,485,590 35,995,296 35,809,520
Individuals 207,807,262 208,401,689 229,933,593 228,608,631
Business and government 83,779,311 84,101,567 86,580,997 86,250,128
Other 2,551,586 2,565,142 2,147,772 2,137,746
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29 Financial instruments, financial risk and capital management ...continued
d) Fairvalue: ...continued
The fair values of loans and deposits are estimated by applying current loan and deposit rates on the
existing portfolio, while taking into consideration current payments and time to maturity. These fair

values are classified within level 3 of the fair value hierarchy.

The following table analyses within the fair value hierarchy other assets and liabilities (by class) not
measured at fair value at December 31, but for which fair value is disclosed.

December 31, 2020

Level 1 Level 2 Level 3 Total

$ $ $ $

Assets
Cash resources 42,102,236 - - 42,102,236
Due from parent company - 52,323 - 52,323
Financial investments - - 9,748,934 9,748,934
Other assets — 882,599 — 882,599
Total 42,102,236 934,922 9,748,934 52,786,092
Liabilities
Shareholder loan - 11,220,568 - 11,220,568
Other liabilities - 3,634,567 - 3,634,567
Total - 14,855,135 - 14,855,135
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29 Financial instruments, financial risk and capital management ...continued

d)  Fair value: ...continued

December 31, 2019

Level 1 Level 2 Level 3 Total

$ $ $ $

Assets
Cash resources 53,298,825 - - 53,298,825
Due from parent company - 34,136 — 34,136
Financial investments — — 9,358,643 9,358,643
Other assets — 589,020 - 589,020
Total 53,298,825 623,156 9,358,643 63,280,624
Liabilities
Shareholder loan - 12,912,568 - 12,912,568
Other liabilities — 3,130,465 — 3,130,465
Total — 16,043,033 — 16,043,033

The methods and assumptions used to estimate the fair value of each class of financial instruments for
which it is practical to estimate fair value are as follows:

i)  Short-term financial assets and liabilities

The carrying value of these assets and liabilities is a reasonable estimate of their fair value because of
the short maturity of these instruments. Short-term financial assets and liabilities comprise cash and
cash equivalents, short term deposits, treasury bills, amounts due from parent company and other
liabilities.

ii) Longer-term financial assets and liabilities
The estimated fair value of loans and advances to customers represents the discounted amount of the

estimated future cash flows expected to be received. Loans and advances are reported net of
provisions for impairment losses.

The estimated fair value of customer deposits with no stated maturity, which includes non interest
bearing deposits, is the amount repayable with notice. The estimated fair value of customer deposits
represents the discounted amount of the principal and interest due to customers on fixed rate deposits
using interest rates for new debt.
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29 Financial instruments, financial risk and capital management ...continued

e

Capital management:
The Company’s objectives when managing its capital are to:

e comply with the capital requirements established by the Central Bank of Barbados;

e safeguard the Company’s ability to continue as a going concern so that it can continue to provide
returns to its shareholder and benefits to other stakeholders; and

e maintain a strong capital base to support the growth and development of its business, as well as to
maintain customer and market confidence.

Capital adequacy and the use of regulatory capital are reviewed and monitored monthly by the Company’s
management so as to ensure compliance with the capital requirements imposed externally by the Central
Bank of Barbados. The required information concerning capital adequacy is reported to the ALCO and
filed with the Central Bank of Barbados on a quarterly basis.

The Central Bank of Barbados requires that the Company:

e hold no less than a minimum level of stated capital of $2,000,000; and

e maintain a ratio of regulatory capital to risk-weighted assets at or above the prescribed minimum
requirement of 8%.

The Company’s regulatory capital consists entirely of Tier 1 capital, which is comprised of share capital,
retained earnings and other reserves created by the appropriation of retained earnings. As at December 31,
2020, the Company’s capital adequacy ratio was 15.85% (2019 - 13.80%)).

Throughout the current year the Company complied with the capital requirements relevant to its licensing
and there has been no material change in the Company’s management of capital during the year compared
with the prior year.
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29 Financial instruments, financial risk and capital management ...continued

e

Capital management: ...continued

The table below summarises the composition of regulatory capital of the Company.

Tier 1 Capital

Share capital

Statutory and other reserves
Retained earnings

Total qualifying Tier 1 capital
Risk-weighted assets
On-balance sheet

Off-balance sheet

Total risk-weighted assets

Capital adequacy ratio

December 31 December 31
2020 2019

S S

9,210,857 9,210,857
8,109,525 7,266,453
31,436,923 26,659,517
48,757,305 43,136,827
291,358,299 301,611,073
16,394,257 10,939,550
307,752,556 312,550,623
15.85% 13.80%
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