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Financial Highlights Statement of Management’s Responsibilities

Independent Auditor’s Report

 December December December December December December
 2015 2016 2017 2018 2019 2020
 $'000 $'000 $'000 $'000 $'000 $'000
      
Loans to customers 457,185 477,688 453,084 473,097 503,910 488,944
Cash and investments 27,369 29,140 35,629 30,057 30,944 28,126

 December December December December December December
 2015 2016 2017 2018 2019 2020
 $'000 $'000 $'000 $'000 $'000 $'000
      
Shareholder’s equity 186,127 203,236 217,536 232,028 248,902 259,391
Customers' deposits 289,963 296,819 266,963 262,497 280,716 255,751
Bank borrowings 2,455 939 -- 3,239 -- 2,413

 December December December December December December
 2015 2016 2017 2018 2019 2020
 $'000 $'000 $'000 $'000 $'000 $'000
      
Net interest income 45,947 47,073 44,256 44,215 47,502 42,530
Profit after tax 24,441 24,207 20,302 21,761 23,874 14,489

Ratios 2020  2019  
 %  %       
Profit Margin 81.01  81.37  Measures the Company's Total Expense Management
Efficiency Ratio 38.59  30.99  Indicates Non-Interest Expense Management
Return on Assets 2.72  4.60  Measures the Profitable use of Assets
Return on Equity 5.70  9.99  Is the Profitable use of Owner's Equity
Capital Adequacy 52.04  48.82  The Company's capital to its risk adjusted Assets

Management is responsible for the following:

• Preparing and fairly presenting the accompanying financial statements of Caribbean Finance 
Company Limited (the Company), which comprise the statement of financial position as at 31 
December 2020, the statements of profit or loss and other comprehensive income, changes in 
equity and cash flows for the year then ended, and a summary of significant accounting policies 
and other explanatory information;

• Ensuring that the Company keeps proper accounting records;
• Selecting appropriate accounting policies and applying them in a consistent manner;
• Implementing, monitoring and evaluating the system of internal control that assures security of 

the Company’s assets, detection/prevention of fraud, and the achievement of company 
operational efficiencies;

• Ensuring that the system of internal control operated effectively during the reporting period;
• Producing reliable financial reporting that comply with laws and regulations, including the 

Financial Institutions Act 2008; and
• Using reasonable and prudent judgement in the determination of estimates.

In preparing these audited financial statements, management utilised the International Financial 
Reporting Standards, as issued by the International Accounting Standards Board and adopted by the 
Institute of Chartered Accountants of Trinidad and Tobago. Where International Financial Reporting 
Standards presented alternative accounting treatments, management chose those considered most 
appropriate in the circumstances.

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

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

To the shareholder of
Caribbean Finance Company Limited
Report on the audit of the financial statements
Our opinion
In our opinion, the financial statements present fairly, in all material respects the financial position 
of Caribbean Finance Company Limited (the Company) as at 31 December 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 statement of financial position as at 31 December 2020;
• the statement of profit or loss and other comprehensive income for the year then ended;
• the statement of changes in equity for the year then ended;
• the statement of cash flows for the year then ended; and
• the notes to the financial statements, which include a summary of significant accounting policies. 
Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsi-
bilities 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 Ethics Standards Board for 
Accountants’ Code of Ethics for Professional Accountants (IESBA Code). We have fulfilled our other 
ethical responsibilities in accordance with the IESBA Code.

Other information
Management is responsible for the other information. The other information comprises the Director’s 
report, corporate information and financial highlights but does not include the financial statements 
and our auditor’s report thereon.
Our opinion on the financial statements does not cover the other information and we do not express 
any form of assurance conclusion thereon.

Chief Executive Officer Accountant
11 March 2021 11 March 2021

CARIBBEAN FINANCE COMPANY LTD.
Providing Efficient Service Since 1971
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Independent Auditor’s Report (Continued) Statement of Financial Position

Statement of Profit or Loss and Other Comprehensive Income

                                As at
                                  31 December
   2020 2019
                                                                              Notes  $ $  
Assets
Cash and cash equivalents  4  1,838,057  4,702,601
Statutory deposit with Central Bank 5  25,218,111  25,218,111
Investments  6  1,069,933  1,023,582
Loans to customers 7  488,944,189  503,909,571
Property and equipment 8  2,067,763  2,019,270
Right of use asset 8 a  2,120,442  1,969,226
Deferred tax asset 10  69,429  --
Other assets   286,610  430,842
Taxation recoverable   3,956,510  483,583
Total assets   525,571,044  539,756,786
Liabilities
Customers' deposits 11  255,750,870 280,715,843
Bank overdraft 12  2,413,485  --
Lease liabilities 9  2,285,447  2,035,652
Other liabilities   1,468,859  731,432
Taxation payable   --  243,345
Deferred tax liability 10  261,816  128,573
Dividend payable   4,000,000  7,000,000
Total liabilities   266,180,477  290,854,845
Shareholder’s equity
Share capital 13  15,000,000  15,000,000
Statutory reserve 14  15,000,000  15,000,000
General banking reserve 14  2,500,000  2,500,000
Retained earnings   226,890,567  216,401,941
Total shareholder’s equity   259,390,567  248,901,941
Total liabilities and equity   525,571,044  539,756,786

The notes on pages 4 to 13 are an integral part of these financial statements.
On 11 March 2021, the Board of Directors of Caribbean Finance Company Limited authorised these 
financial statements for issue.

(Expressed in Trinidad and Tobago Dollars)

 Director  Director

Other information (continued)
In connection with our audit of the financial statements, our responsibility is to read the other 
information identified above and, in doing so, consider whether the other information is materially 
inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise 
appears to be materially misstated. If, based on the work we have performed, we conclude that there 
is a material misstatement of this other information, we are required to report that fact. We have 
nothing to report in this regard.

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.
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 misstate-
ment 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 profes-
sional scepticism throughout the audit. We also:
• 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.

• 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.

• Evaluate the appropriateness of accounting policies used and the reasonableness of account-
ing estimates and related disclosures made by management.

• Conclude on the appropriateness of management’s use of the going concern basis of account-
ing 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.

• 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.

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.

Port of Spain
Trinidad, West Indies
11 March 2021

CARIBBEAN FINANCE COMPANY LTD.
Providing Efficient Service Since 1971

(Expressed in Trinidad and Tobago Dollars)

                                                                                                                      Year ended
                                                                                                                       31 December

 Notes 2020 2019
  $ $  
Interest income 15  52,499,332  58,376,982
Interest expense 16  (9,969,208)  (10,874,909)
Net interest income   42,530,124  47,502,073
Other income 17  1,015,374  1,589,466
Total net income   43,545,498  49,091,539
Impairment expense on loans and other financing,
net of recoveries 7 b.  (4,150,335)  (2,042,749)

Loan modification losses 7 c.  (5,642,424)  --
Operating expenses 18  (12,653,299)  (13,171,800)
Total non-interest expenses   (22,446,058)  (15,214,549)
Operating profit   21,099,440  33,876,990
Finance cost 9  (173,370)  (156,485)
Profit before taxation   20,926,070  33,720,505
Taxation 19  (6,437,444)  (9,846,643)
Profit after taxation   14,488,626  23,873,862
Other comprehensive income   --  --
Total comprehensive income for the year   14,488,626  23,873,862
Earnings per share 20  0.97  1.59
The notes on pages 4 to 13 are an integral part of these financial statements.
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Notes to the Financial Statements 31st December 2020
(Expressed in Trinidad and Tobago Dollars)

(Expressed in Trinidad and Tobago Dollars)

Statement of Cash Flows (Expressed in Trinidad and Tobago Dollars)

1. General information
Caribbean Finance Company Limited (the Company) is a limited liability company incorporated in the 
Republic of Trinidad and Tobago on 17 June 1971.  It is licensed under the Financial Institutions Act, 
2008.

The Company is a subsidiary of Universal Investments Limited a company incorporated in the Repub-
lic of Trinidad and Tobago.  Its ultimate parent company is The Southern Company Limited a company 
incorporated in the Republic of Trinidad and Tobago.

The principal activities of the Company are lending through hire purchase agreements and mortgage 
bills of sale on motor vehicles and the acceptance of deposits for fixed terms.  The Company also 
provides credit through trade financing, mortgage loans and leasing.

The address of its registered office is 22 Kew Place, Port of Spain.

2. Summary of significant accounting policies

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

a.    Basis of preparation

  The Company’s financial statements have been prepared in accordance with International 
Financial Reporting Standards (IFRS) and interpretations issued by the IFRS Interpretations 
Committee (IFRS IC) applicable to companies reporting under IFRS. The financial statements 
comply with IFRS as issued by the International Accounting Standards Board (IASB).

  The financial statements have been prepared on a historical cost basis, except for the 
investments which are measured at fair value.

  The preparation of financial statements in conformity with IFRS requires the use of certain 
critical accounting estimates.  It also requires management to exercise its judgement in the 
process of applying the Company’s accounting policies.  The areas involving a higher degree 
of judgement or complexity or areas where assumptions and estimates are significant to the 
financial statements are disclosed in Note 3.

(i)  New standards, amendments and interpretations adopted by the Company

 •  Definition of Material – Amendments to IAS 1 and IAS 8

  The IASB has made amendments to IAS 1 Presentation of Financial Statements and IAS 8 
Accounting Policies, Changes in Accounting Estimates and Errors which use a consistent 
definition of materiality throughout International Financial Reporting Standards and the 
Conceptual Framework for Financial Reporting, clarify when information is material and 
incorporate some of the guidance in IAS 1 about immaterial information.

  In particular, the amendments clarify:
•   that the reference to obscuring information addresses situations in which the effect is similar 

to omitting or misstating that information, and that an entity assesses materiality in the 
context of the financial statements as a whole, and

•   the meaning of ‘primary users of general purpose financial statements’ to whom those 
financial statements are directed, by defining them as ‘existing and potential investors, 
lenders and other creditors’ that must rely on general purpose financial statements for much 
of the financial information they need.

•  Revised Conceptual Framework for Financial Reporting

The IASB has issued a revised Conceptual Framework which will be used in standard-setting 
decisions with immediate effect. Key changes include:

•   increasing the prominence of stewardship in the objective of financial reporting
•   reinstating prudence as a component of neutrality
•   defining a reporting entity, which may be a legal entity, or a portion of an entity
•   revising the definitions of an asset and a liability
•  removing the probability threshold for recognition and adding guidance on derecognition
•  adding guidance on different measurement basis, and
•  stating that profit or loss is the primary performance indicator and that, in principle, income 

and expenses in other comprehensive income should be recycled where this enhances the 
relevance or faithful representation of the financial statements.

Statement of Changes in Equity

CARIBBEAN FINANCE COMPANY LTD.
Providing Efficient Service Since 1971

    Notes       $      $       $      $         $
Year ended 31 December 2019

Balance at 1 January 2020   15,000,000 15,000,000 2,500,000 216,401,941 248,901,941
Total comprehensive 
income for the year  -- -- -- 14,488,626 14,488,626
Dividends 21 -- -- -- (4,000,000) (4,000,000)

Balance at 31 December 2020  15,000,000 15,000,000 2,500,000 226,890,567 259,390,567

Year ended 31 December 2019

Balance at 1 January 2019   15,000,000 15,000,000 2,500,000 199,528,079 232,028,079
Total comprehensive 
income for the year  -- -- -- 23,873,862 23,873,862
Dividends 21 -- -- -- (7,000,000) (7,000,000)

Balance at 31 December 2019  15,000,000 15,000,000 2,500,000 216,401,941 248,901,941

       General  Total
 Share  Statutory banking Retained shareholder’s
 capital reserve  reserve earnings equity
 $ $ $ $ $

  Year ended 
  31 December 
 Notes 2020  2019 
  $  $ 
Cash flows from operating activities 

Profit before taxation   20,926,070  33,720,505 
Adjustments for 

Impairment Iosses on loans 7 b.  4,150,335  2,042,749 
Loan modification losses 7 c.  5,642,424  -- 
Depreciation   1,073,606  916,422 
Loss on disposal of property and equipment    41,505  7,772 
Gains on investments 6   (29,021)  (74,944) 
Interest expense on lease liability 9   173,370  156,485 

Decrease/(increase) in operating assets 
Loans to customers   5,172,622  (32,854,416) 
Other assets   144,232  95,761 

(Decrease)/increase in operating liabilities 
Customers' deposits   (24,964,973)  18,218,591 
Other liabilities   737,427  (454,709) 

 
Cash generated from operating activities   13,067,597  21,774,216 

Corporation tax paid   (10,089,901)  (10,114,521) 

Net cash generated from operating activities   2,977,696  11,659,695 
 
Cash flows from investing activities 

Purchase of property and equipment 8  (503,209)  (533,387) 
Proceeds from sale of property and equipment   --  39,992 
Additions of investments 6  (17,330)  (15,323) 

Net cash used in investing activities   (520,539)  (508,718) 
 
Financing activities 

Dividends paid   (7,000,000)  (6,500,000) 
Repayment of lease liabilities   (561,816)  (458,701) 
Interest payment on lease liabilities   (173,370)  (156,485) 

Net cash used in financing activities   (7,735,186)  (7,115,186) 
 
Net (decrease)/increase in cash and cash equivalents   (5,278,029)  4,035,791 

Cash and cash equivalents at beginning of year   4,702,601  666,810 

Cash and cash equivalents at end of year   (575,428)  4,702,601 

Represented by: 
 Cash and cash equivalents 4  1,838,057  4,702,601 
 Bank overdraft   (2,413,485)  -- 

   (575,428)  4,702,601 
Non-cash investing activities:    811,611  2,494,353   Acquisition of right-of-use asset 

The notes on pages 4 to 13 are an integral part of these financial statements.



CARIBBEAN FINANCE COMPANY LIMITED Annual Report 2020 - Page 5

• 17-19 Tragarete Road, Port of Spain   Tel: (868) 625-4580/3596, 624-8511/2975   Fax: 623-3921
• 27-31 Cipero Road, San Fernando   Tel: (868) 653-6861-3  Tel/Fax: (868) 652-1644

(Expressed in Trinidad and Tobago Dollars)

  No changes will be made to any of the current accounting standards. However, entities that 
rely on the Framework in determining their accounting policies for transactions, events or 
conditions that are not otherwise dealt with under the accounting standards will need to 
apply the revised Framework from 1 January 2020. These entities will need to consider 
whether their accounting policies are still appropriate under the revised Framework.

(ii)  New standards and interpretations not yet adopted by the Company

  Certain new accounting standards and interpretations have been published that are not 
mandatory for 31 December 2020 reporting periods and have not been early adopted by the 
Company. These standards are not expected to have a material impact on the entity in the 
current or future reporting periods and on foreseeable future transactions.

b.  Foreign currency translation

(i)  Functional and presentation currency

  Items included in the financial statements are measured using the currency of the primary 
economic environment in which the Company operates (‘the functional currency’).  The 
financial statements are presented in Trinidad and Tobago dollars which is the Company’s 
functional and presentation currency.

(ii)  Transactions and balances 
  Foreign currency transactions are translated into the reporting currency at 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 of monetary assets and 
liabilities denominated in foreign currencies are recognised in profit or loss. 

c.  Cash and cash equivalents
  For the purpose of the statement of cash flows, cash and cash equivalents comprise cash 

balances on hand, deposits with other banks and short-term highly liquid investments with 
original maturities of three months or less when purchased, net of bank overdraft.

d.  Financial assets
(i)  Classification
The Company classifies its financial assets in the following measurement categories:
-  Amortised cost, and
-  Fair value through Profit or Loss (FVPL)
  The classification of the Company’s financial assets with respect to “loans to customers” and 

“Investments” depends on the Company’s Business Model for managing those assets and 
the cash flow characteristics of the assets, i.e. whether these represent ‘Solely Payments of 
Principal and Interest’ (SPPI).

  Business Model: 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 it to collect both the contractual cash flows and 
cash flows arising from the sale of assets. If neither of these is applicable, then the financial 
assets are classified as part of ‘other’ business model and measured at FVPL. Factors consid-
ered by the Company in determining the business model for a group of assets include past 
experience on how the cash flows for these assets were collected, how the asset’s 
performance is evaluated and reported to management and how risks are assessed and 
managed.

  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 pass the SPPI test. 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 risk 
and a profit margin that is consistent with a basic lending arrangement. Where the contractual 
terms introduce exposure to risk or volatility that are inconsistent with a basic lending arrange-
ment, the related financial asset is classified and measured at fair value through profit or loss. 

  “Loans to customers” are held to maturity to collect cash flows and accordingly meet the ‘hold 
to collect’ criteria, passing the business model and SPPI tests. Loans to customers are 
therefore classified at amortised cost. 

 

(Expressed in Trinidad and Tobago Dollars)
Notes to the Financial Statements 31st December 2020 (continued) Notes to the Financial Statements 31st December 2020 (continued)

CARIBBEAN FINANCE COMPANY LTD.
Providing Efficient Service Since 1971

(iii)    Impairment of loans to customers carried at amortised cost  
  The Company assesses on a forward-looking basis the expected credit losses (ECL) associated 

with its financial assets carried at amortised cost.

  IFRS 9 outlines a ‘three-stage’ model for impairment based on changes in credit quality since 
initial recognition which is detailed in note 23 a (i) (c).

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

• A n 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. 

Note 23.a.i.c provides more detail of how the expected credit loss allowance is measured.

(iv)  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:

•  If the 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.

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

“Investments” are classified in the ‘other’ business model and are measured at FVPL, with 
gains and losses recorded in profit or loss.

The Company reclassifies debt instruments when and only when its business model for 
managing assets changes. 

  (ii) Initial recognition and subsequent measurement
 (a) Investments
        All purchases and sales of investments are recognised on the trade date, which is the date on 

which the Company commits to purchase or sell the investment. Transaction cost of 
investments carried at FVPL are expensed in profit or loss.

  FVPL: Assets that do not meet the criteria for amortised cost are measured at FVPL. A gain or 
loss on a financial asset that is subsequently measured at FVPL is recognised in profit or loss 
and presented net within ‘other income’ in the period in which it arises.

  (b)  Loans to customers   
  At initial recognition, the Company measures loans to customers at its fair value plus transac-

tion costs that are directly attributable to its acquisition. Subsequent measurement of loans to 
customers depends on the Company’s business model for managing the asset and the cash 
flow characteristics of the asset.

  Loans to customers are held for collection of contractual cash flows where those cash flows 
represent SPPI, as such these financial assets are measured at amortised cost.

  Interest income from these financial assets is included within ‘interest income’ using the 
effective interest rate method.

  The amortised cost is the amount at which the financial asset is measured at initial recognition 
minus the principal repayments, plus or minus the cumulative amortisation using the effective 
interest method for any difference between the initial amount and the maturity amount and, 
for financial assets, adjusted for any loss allowance.

  The effective interest rate is the rate that exactly discounts estimated future cash payments or 
receipts through the expected life of the financial asset to the gross carrying amount of a 
financial asset (i.e. its amortised cost before any impairment allowance). The calculation does 
not consider expected credit losses and includes transaction cost and origination fees that are 
integral to the effective interest rate.

  When the Company revises the estimates of future cash flows, the carrying amount of the respec-
tive financial assets or financial liabilities is adjusted to reflect the new estimate discounted using 
the original effective interest rate. Any changes are recognised in profit or loss. 

  Any gain or loss arising on derecognition is recognised directly as profit or loss and presented 
in ‘interest income’. Impairment losses are presented as separate line item in the statement of 
profit or loss and other comprehensive income as ‘impairment expense on loans and other 

2. Summary of significant accounting policies (continued)
a.  Basis of preparation (continued)

(i)  New standards, amendments and interpretations adopted by the Company (continued)
  •Revised Conceptual Framework for Financial Reporting (continued)

2. Summary of significant accounting policies (continued)
 d. Financial assets (continued)
   (i) Classification (continued)
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(Expressed in Trinidad and Tobago Dollars)(Expressed in Trinidad and Tobago Dollars)
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2.   Summary of significant accounting policies (continued)
   d. Financial assets (continued)

 (iv). Modification of loans (continued) 
• Significant change in the interest rate

 If the terms are substantially different, the Company derecognises the original financial 
asset and 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 for the purposes of determining 
whether a significant increase in credit risk (SICR) has occurred. The Company also assesses 
whether the new financial asset recognised is deemed to be credit-impaired at initial 
recognition. Differences in the carrying amount are also recognised in profit or loss as a gain 
or loss on derecognition. 
 If the terms are not substantially different, the renegotiation or modification does not result 
in derecognition, and the Company recalculates the gross carrying amount based on the 
revised cash flows of the financial asset and recognises a modification gain or loss in profit 
or loss. The new gross carrying amount is recalculated by discounting the modified cash 
flows at the original effective interest rate.

(v)  Derecognition other than on a modification  
  Financial assets, or a portion thereof, are derecognised when the contractual rights to 

receive cash flows from the assets have expired, or when they have been transferred and 
either (i) the Company transfers substantially all risks and rewards of ownership, or (ii) the 
Company neither transfers nor retains substantially all the risks and rewards of ownership 
and the Company has not retained control.

e. Financial liabilities
(i)  Classification and subsequent measurement
  In both the current and prior period, financial liabilities are classified and subsequently 

measured at amortised cost.
(ii) Derecognition
  Financial liabilities are derecognised when they are extinguished (i.e. when the obligation 

specified in the contract is discharged, cancelled or expired).
f.  Loan commitments

 Loan commitments provided by the Company are measured as the amount of the loss allowance 
(calculated as described in note 23.a.i.c.).  The Company has considered the risk of a default 
occurring under the loan to be advanced, and the loss allowance is recognised as a provision. 

g. Property and equipment
 Property and equipment are stated at historical cost less accumulated 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, only when it is probable that future economic benefits associated with the 
item will flow to the Company and the cost of the item can be measured reliably.  All other repairs 
and maintenance are charged to profit or loss during the financial period in which they are 
incurred.
  Depreciation on assets is computed using the following methods to allocate their cost to 

their residual values over their estimated useful lives, as follows: 
 Reducing balance basis
 Leasehold improvements - 10%
 Furniture and fittings - 10%
 Motor vehicles - 25%
 Office and computer equipment - 12% - 20%
 Computer software - 12% - 20%

 The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each 
statement of financial position date.
 Assets are reviewed for impairment whenever events or changes in circumstances indicate that 
the carrying amount may not be recoverable. An asset’s carrying amount is written down immedi-
ately to its recoverable amount if the asset’s carrying amount is greater than its estimated 
recoverable amount.
 The recoverable amount is the higher of the asset’s fair value less costs to sell and value in use.
 Gains and losses on disposals are determined by comparing proceeds with the carrying amount.  
These are included in profit or loss.

h.  Short-term financing   
 Short-term financing is recognised initially at fair value net of transaction costs incurred. 
Short-term financing is subsequently stated at amortised cost; any difference between proceeds 
net of transaction costs and the redemption value is recognised in profit or loss over the period 
of the borrowings using the effective interest method.

i.   Provisions
 Provisions are recognised when the Company has a present legal or constructive obligation as 
a result of past events and it is probable that an outflow of resources embodying economic 
benefits will be required to settle the obligation, and a reliable estimate of the amount of the 
obligation can be made.

 Where there are a number of similar obligations, the likelihood that an outflow will be required 
in settlement is determined by considering the class of obligations as a whole. A provision is 
recognised even if the likelihood of an outflow with respect to any one item included in the same 
class of obligations may be small.

j. Income tax
(i) Current income tax 

  Income tax is calculated on the basis of the applicable tax law in Trinidad and Tobago and is 
recognised in profit or loss for the period.

(ii)  Deferred income tax  
  Deferred tax is provided, using the liability method, for all temporary differences arising between 
the tax bases of the assets and liabilities and their carrying values for financial reporting 
purposes. Tax rates enacted or substantively enacted at the statement of financial position date 
are used to determine deferred tax.
  The principal temporary differences arise from accelerated tax depreciation and lease liabilities. 
  Deferred tax assets are recognised where it is probable that future taxable profit will be available 
against which the temporary differences can be utilised.

  Deferred tax is recognised in profit or loss for the period except to the extent that it relates to 
taxable items that are charged or credited in other comprehensive income. In these circum-
stances, the associated deferred tax is charged or credited to other comprehensive income.
  Deferred income tax is determined using tax rates (and laws) that have been enacted or 
substantively enacted by the statement of financial position date and are expected to apply 
when the related deferred income tax asset is realised or the deferred income tax liability is 
settled.

k. Share capital
Shares are classified as equity when there is no obligation to transfer cash or other assets. 
Incremental costs directly attributable to the issue of equity instruments are shown in equity as 
a deduction from the proceeds.

l.  Revenue recognition
(i) Interest income and expense  

  Interest income and expense for all interest-bearing financial instruments are recognised within 
‘interest income’ and ‘interest expense’ in profit or loss using the effective interest method.
  The effective interest method is a method of calculating the amortised cost of a financial asset 
or a financial liability and of allocating the interest income and interest expense over the 
relevant period. The effective interest rate is the rate that exactly discounts estimated future 
cash payments or receipts through the expected life of the financial instrument or where 
appropriate, a shorter period to the net carrying amount of the financial asset or liability. When 
calculating the effective interest rate, the Company estimates cash flows considering all 
contractual terms of the financial instrument but does not consider future credit losses. The 
calculation includes all fees paid or received between parties to the contract that are an integral 
part of the effective interest rate, transactions costs, and all other premiums and discounts.

  For financial assets that are credit impaired (stage 3), interest income is calculated by 
applying the effective interest rate to the carrying value net of the expected credit loss 
provision.

(ii) Fees and commissions 
  Fees and commissions are generally recognised on an accrual basis when the service has 
been provided.  Loan commitment fees for loans that are likely to be drawn down are deferred 
and recognised as an adjustment to the effective interest rate on the loan. Commissions and 
fees arising from negotiating, or participating in the negotiation of, a transaction for a third 
party, are recognised on completion of the underlying transaction.

m.  Defined contribution plan 
 The Company has a defined contribution plan. A defined contribution plan is a pension plan 
under which the Company pays fixed contributions into a separate entity. The Company has no 
legal or constructive obligations to pay further contributions if the fund does not hold 
sufficient assets to pay all employees the benefits relating to employee service in the current 
and prior periods.  Contributions are charged to profit or loss on the accrual basis.

2.   Summary of significant accounting policies (continued)
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a.  Measurement of the expected credit loss allowance 
The measurement of the expected credit loss (ECL) allowance for financial assets measured at 
amortised cost is an area that requires the use of complex models and significant assumptions 
about future economic conditions and credit behaviour (e.g. the likelihood of customers defaulting 
and the resulting losses). Explanation of the inputs, assumptions and estimation techniques used in 
measuring ECL is further detailed in note 23.a.i.f. 
 A number of significant judgements are also required in applying the accounting requirements for 
measuring ECL, such as:

 • Determining criteria for significant increase in credit risk;
 • Choosing appropriate models and assumptions for the measurement of ECL;
 • Establishing the number and relative weightings of forward-looking scenarios for each  

  type of product/market and the associated ECL; and
 • Establishing groups of similar financial assets for the purposes of measuring ECL.  
  Detailed information about the judgements and estimates made by the Company in the 

above areas are set out in note 23.a.i.c.
4. Cash and cash equivalents 
  2020 2019
  $ $
 Cash on hand and in bank 584,578 3,467,441
 Money market mutual funds 1,253,479 1,235,160     
  1,838,057 4,702,601

Cash at bank and money market mutual funds were neither past due nor impaired as of the 
statement of financial position dates.  These are held with local financial institutions which 
have not defaulted in the past and are considered to be credit worthy.

5. Statutory deposit with Central Bank
   25,218,111 25,218,111

The Financial Institutions Act, 2008 (the Act) requires that every non-banking financial 
institution licensed under the Act in the Republic of Trinidad and Tobago hold a non-interest 
bearing deposit account with the Central Bank of Trinidad and Tobago equivalent to 9% of 
the total deposit liabilities of that institution. As at 31 December 2020 and 31 December 
2019, the Company was in compliance with this requirement.

6. Investments  2020 2019
  $ $
 Trinidad and Tobago Unit Trust Corporation
 - First Unit Scheme (Note 6 a.) 33,823 33,823
 Roytrin Mutual Funds 1,036,110 989,759
  1,069,933 1,023,582

 Balance at beginning of year 1,023,582 933,315
 Net additions of investments 17,330 15,323
 Net fair value gains on investments 29,021 74,944
 Balance at end of year 1,069,933 1,023,582

a. This represents an investment in the initial capital of the Trinidad and Tobago Unit Trust 
Corporation.

7. Loans to customers
 Instalment loans 487,066,321 501,124,853
 Finance leases (Note 7 a.) 722,307 277,086
 Trade financing 5,017,896 4,921,728
 Mortgage loans 1,715,067 1,929,141
  494,521,591 508,252,808
 
 Provision for impaired loans (5,577,402) (4,343,237) 
 and other receivables   488,944,189 503,909,571
 
 Non-current portion 467,589,930 483,114,310

 Current portion 26,931,661 25,138,498
  494,521,591 508,252,808

7. Loans to customers (continued)
a.  Finance leases

Gross investment in finance leases 878,233 347,622
Unearned finance charges (155,926) (70,536)
Net investment in finance leases 722,307 277,086
Gross investment in finance leases
Later than 1 year and not later than 5 years 878,233 347,622

b.  Impairment expense on loans and other financing, net of recoveries
 Charge for the year 4,591,453 2,687,932

Income received on claims previously written off 
net of expenses (441,118) (645,183)

  4,150,335 2,042,749

c.  Loan modification losses
 The Company offered loan repayment deferrals to its customers impacted by COVID-19. 
The repayment deferrals arrangements were deemed as an extension to customers’ 
existing loans and were therefore accounted for as non-substantial loan modifications. A 
total modification loss of $5,642,424 was recognised in relation to repayment deferrals 
and charged to profit or loss. Refer to note 2 d (iv) and note 23 a (i) (d).

8. Property and equipment
     Office and
  Leasehold Furniture Motor computer Computer
  Improvements and fittings vehicles equipment software Total
  $ $ $ $ $ $
Year ended 31 December 2020
Opening net book value 199,822 139,624 562,898 575,894 541,032 2,019,270
Additions  -- 8,169 -- 180,040 315,000 503,209
Disposals  -- (810) -- (40,695) -- (41,505)
Depreciation charge  (22,840) (15,201) (140,725) (110,988) (123,457) (413,211)

Closing net book value  176,982 131,782 422,173 604,251 732,575 2,067,763

At 31 December 2020
Cost  518,409 417,601 1,085,784 1,629,229 1,986,646 5,637,669
Accumulated depreciation (341,427) (285,819) (663,611) (1,024,978) (1,254,071) (3,569,906)

Net book value  176,982 131,782 422,173 604,251 732,575 2,067,763

Year ended 31 December 2019
Opening net book value 206,487  149,626 447,878 559,818 561,134 1,924,943
Additions  18,000  6,330 264,647 145,560 98,850 533,387
Disposals  -- -- (21,782) (25,983) -- (47,765)
Depreciation charge  (24,665)  (16,332) (127,845) (103,501) (118,952) (391,295)
Closing net book value  199,822  139,624 562,898 575,894 541,032 2,019,270

At 31 December 2019
Cost  518,409  412,910 1,085,784 1,599,951 1,671,646 5,288,700
Accumulated 
depreciation  (318,587)  (273,286) (522,886) (1,024,057) (1,130,614) (3,269,430)
Net book value  199,822  139,624 562,898 575,894 541,032 2,019,270

At 31 December 2018
Cost  500,409 406,580 908,094 1,691,465 1,572,795 5,079,343
Accumulated 
depreciation  (293,922) (256,954) (460,217) (1,131,646) (1,011,661) (3,154,400)
Net book value  206,487 149,626 447,877 559,819 561,134 1,924,943

8 a. Right of use asset 2020 2019
  $ $
 Opening balance 1,969,226 2,494,353
 Additions 811,611 --
 Depreciation charge (660,395) (525,127)
 Carrying value 2,120,442 1,969,226

2.   Summary of significant accounting policies (continued)
n. Dividend distribution

 Dividend distribution to the Company’s shareholders is recognised as a liability in the period in which 
the dividends are approved by the Company’s directors.

3.      Critical accounting estimates and judgements
 Estimates and judgements 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.
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9. Lease liabilities
 Current portion 633,135 491,861
 Non-current portion 1,652,312 1,543,791

 Total 2,285,447 2,035,652

Interest payment on lease (Finance Cost) (173,370) (156,485)

The total cash outflow for leases in 2020 was $735,186 (2019 - $615,186).

The lease liabilities are secured by the related underlying assets. The undiscounted maturity 
analysis of lease liabilities are as follows:
 Minimum lease payments due
  Within 1-2 2-3 3-4 4-5
  1-year years years years years Total
  $ $ $ $ $ $
As at 31 December 2020
Lease payments  765,186 795,186 641,390 180,000 180,000 2,561,762
Finance charges  (132,052) (85,767) (37,049) (16,208) (5,239) (276,315)
Net present values  633,134 709,419 604,341 163,792 174,761 2,285,447

 Minimum lease payments due 
  Within 1-2 2-3 3-4 4-5
  1-year years years years years Total
  $ $ $ $ $ $
As at 31 December 2019
Lease payments  615,186 615,186 615,186 461,390 -- 2,306,948
Finance charges  (123,325) (87,769) (49,642) (10,560) -- (271,296)
Net present values  491,861 527,417 565,544 450,830 -- 2,035,652

10. Deferred tax liability
 Deferred income taxes are calculated on all temporary differences under the liability method 

using a principal tax rate of 30% (2019: 30%).
 The movement in the net deferred income tax liability is as follows:
  2020 2019
  $ $
 At beginning of year 128,573 66,303
 Amount recognised in profit or loss (Note 19):
 -  Current year 153,067 98,274
 -  Adjustment to prior year’s estimates (89,253) (36,004)
 At end of year 192,387 128,573 
 The net deferred tax (asset)/liability is attributable to:
 Lease liabilities (69,429) (19,928)
 Accelerated depreciation on leased assets,
 property and equipment 261,816 148,501
 Net deferred tax liability 192,387 128,573

11. Customers’ deposits
 Deposit balances 252,527,541 276,453,030
 Accrued interest 3,223,329 4,262,813     
  255,750,870 280,715,843
 Current portion 241,920,055 248,442,374
 Non-current portion 3,830,815 32,273,469
  255,750,870 280,715,843 
 a. Sectorial analysis 2020 2019
         $ %    $ %
 Consumers  222,164,808 87  235,104,223 84
 Commercial  33,586,062 13  45,611,620 16
   255,750,870 100  280,715,843 100
All deposits have fixed interest rates.
12. Bank overdraft
 The Company maintains an overdraft facility which bears interest at 6.5% per annum (2019 – 8.5%).  

This overdraft facility together with the short-term financing through bankers’ acceptances, totals $20 
million committed and a further $10 million un-committed, all of which is secured by a debenture over 
the assets of the Company.

13. Share capital
  2020 2019
  $ $ Authorised
 An unlimited number of shares of no par value
 Issued and fully paid
 15,000,000 ordinary shares of no par value 15,000,000 15,000,00

14. Reserves 
 Statutory reserve 
 The Financial Institutions Act, 2008 requires financial institutions to transfer annually a 

minimum of 10% of its profit after taxation to a reserve fund until the balance on this reserve 
is equal to the paid up capital of the institution.

 General banking reserve 
 In keeping with the Financial Institutions (Prudential Criteria) Regulations, 1994, the 

Company has set aside a reserve out of retained earnings to provide against unforeseen 
losses on the loan portfolio.

15. Interest income 2020 2019
  $ $
 Loans and other receivables 52,457,238 58,332,545
 Cash resources and investments 42,094 44,437
  52,499,332 58,376,982
16. Interest expense
 Customers' deposits 9,968,632 10,832,803
 Bank overdraft and short-term financing 576 42,106
  9,969,208 10,874,909
17. Other income
 Fees and commissions 986,353 1,514,522
 Net fair value gains on investments 29,021 74,944
  1,015,374 1,589,466
18. Operating expenses 2020 2019
  $ $
 Employee benefit expense (Note 18 a.) 6,780,420 6,459,703
 Administrative and other expenses 3,408,208 4,351,817
 Depreciation (Note 8) 413,211 391,295
 Depreciation of right of use asset (Note 8 a.) 660,395 525,127
 Directors’ fees 180,000 180,000
 Deposit insurance premium* 541,021 522,636
 Office rent 30,000 40,800
 Professional fees 436,957 512,975
 Green fund levy 161,582 179,675
 Loss on disposal of property and equipment 41,505 7,772
  12,653,299 13,171,800
 * Statutory regulations governing the operations of banks and other financial institutions in 

the Republic of Trinidad and Tobago stipulate that an annual premium be paid to the Deposit 
Insurance Corporation amounting to 0.2% of average deposit liabilities outstanding at the 
end of each quarter of the preceding year.

 a.  Employee benefit expense 
 Salaries 5,839,538 5,601,298
 National insurance 354,755 344,334
 Pension contributions 237,416 225,862
 Other long-term benefits 348,711 288,209
  6,780,420 6,459,703
19. Taxation
  Corporation tax
 -  Current year 6,341,013 10,233,345
 -  Adjustment to prior year’s estimate 32,617 (448,972)

 Deferred tax (credit)/charge (see Note 10)
 -  Current year 153,067 98,274
 -  Adjustment to prior year’s estimate (89,253) (36,004)
  6,437,444 9,846,643
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a. Financial risk factors (continued)
(i) Credit risk (continued)
   (d)  Significant increase in credit risk (SICR) (continued)

 Qualitative criteria (continued)

- Extension to the loan terms granted
- Actual or expected restructuring 
Backstop
A backstop is applied, and the financial instrument considered to have experienced a 
significant increase in credit risk if the borrower is more than 30 days past due on its 
contractual payments.  

The Company has not used the low credit risk exemption for any financial instrument in 
the year ended 31 December 2020.

The offer or uptake of a COVID-19 related repayment deferral does not itself constitute a 
SICR event unless the exposure is considered to have experienced a SICR based on other 
available information. For all exposures on repayment deferrals, SICR has been assessed 
with reference to arrears ageing and credit quality, to determine if changes in customers’ 
circumstances were sufficient to constitute SICR.

 (e)  Definition of default and credit-impaired assets

 The Company defines a financial instrument as in default, which is fully aligned with the 
definition of credit-impaired, when it meets one or more of the following criteria:

Quantitative criteria:
The borrower is more than 90 days past due on its contractual payment.

Qualitative criteria:

The borrower meets unlikeliness to pay criteria, which indicates the borrower is in 
significant financial difficulty. These are instances where:
• The borrower is deceased
• The borrower is insolvent
• It is becoming probable that the borrower will enter bankruptcy
• Financial assets are purchased or originated at a deep discount that reflects the 

incurred credit losses.

The criteria above have been applied to all financial instruments held by the Company and 
are consistent with the definition of default used for internal credit risk management 
purposes. The default definition has been applied consistently to model the Probability of 
default (PD), Exposure at Default (EAD), and Loss given Default (LGD) throughout the 
Company’s expected loss calculations.

An instrument is considered to no longer be in default (i.e. to have cured) when it no 
longer meets any of the default criteria for a consecutive period of three (3) months. 

 (f) Measuring ECL - Explanation of inputs, assumptions and estimation techniques

The Expected Credit Loss (ECL) is measured on either a 12-month or lifetime basis 
depending on whether a significant increase in credit risk has occurred since initial 
recognition or whether an asset is considered to be credit-impaired. Expected credit 
losses are the discounted product of the Probability of default (PD), Exposure at Default 
(EAD), and Loss Given Default (LGD), defined as follows:

• The PD represents the likelihood of a borrower defaulting on its financial obligations 
(as per “Definition of default and credit-impaired assets” above), either over the next 
12 month, or over the remaining lifetime of the obligation.

• EAD is based on the amounts the Company expects to be owed at the time of default, 
over the next 12 month, or over the remaining lifetime.

• Loss Given Default (LGD) represents the Company’s expectation of the extent of loss 
on a defaulted exposure. LGD is expressed as a percentage loss per unit of exposure 
at the time of default (EAD). LGD is calculated on a 12 month or lifetime basis, where 
12 month LGD is the percentage of loss expected to be made if the default occurs in 
the next 12 months and lifetime LGD is a percentage of loss expected to be made if 
the default occurs over the remaining expected lifetime of the loan.

The ECL is determined by projecting the PD, LGD and EAD for each future month and for 
each exposure. These three components are multiplied together and adjusted for the 
likelihood of survival. This effectively calculates an ECL for each future month, which is 
discounted back to the reporting date and summed. The discount rate used in the ECL 
calculation is the original effective interest rate or an approximation thereof.

19. Taxation (Continued)
  The tax on the profit before taxation differs from the theoretical amount that would arise 

using the statutory rate of 30% (2019: 30%) as follows:
 Profit before taxation 20,926,070 33,720,505
 Corporation tax calculated at a tax rate of 30% 6,277,821 10,116,152
 Expenses not deductible for tax purposes 227,136 227,859
 Income not assessable for tax (10,877) (12,392)
 Adjustments to prior year’s estimates (56,636) (484,976)
  6,437,444 9,846,64320

20. Earnings per share 2020 2019
  $ $
 Profit after taxation 14,488,626 23,873,862
 Number of ordinary shares in issue 15,000,000 15,000,000
 Earnings per share 0.97 1.59

21. Dividends
 Declared - $0.266 per share (2019: $0.466) 4,000,000 7,000,000
22. Related party transactions
 Parties are considered to be related if one party has the ability to control the other party or 

exercise significant influence over the other party in making financial or operational 
decisions.

 A number of transactions are entered into with related parties in the normal course of 
business. These include loans and deposits. These transactions were carried out on 
commercial terms and conditions. The outstanding balances at the year-end are as follows:
a. Outstanding balances at year-end arising from related party transactions and related 

income and expense for the year are as follows:
  2020 2019
  $ $
 Loans to customers 531,917 426,395 
 Customers’ deposits
 Directors and key management personnel 43,283,299 41,518,704
 Interest income 41,286 57,526 
 Interest expense
 Directors and key management personnel 920,651 1,151,571

b. Key management compensation
 Salaries and other short-term benefits 1,968,716 2,010,304

23. Financial risk management
a. Financial risk factors 
 The Company’s activities expose it to a number of financial risks and those activities 

involve the analysis, evaluation, acceptance and management of some degree of risk or 
combination of risks. Taking risks is core to the financial business and the operational 
risks are an inevitable consequence of being in business. The Company’s aim is 
therefore to achieve an appropriate balance between risk and return and minimise 
potential adverse effects in the Company’s financial performance.

 The Company’s risk management system serves to identify the various risks specific to 
the activities and operations of the Company and to document policies and procedures 
to address these risks. These risk management policies set appropriate risk limits and 
controls and monitor the risks and adherence to limits by means of reliable and up to 
date management systems. 

 The Board of Directors is responsible for the overall risk management approach and for 
approving risk strategies and principles. The Board of Directors discharges its responsi-
bilities through the Asset/Liability/Credit Committee (ALCCO) which has overall responsi-
bility to oversee the implementation of policies for identifying, evaluating and monitoring 
significant risks to which the Company is exposed. The main types of risks the Company 
is exposed to are credit risk, liquidity risk, interest rate risk and operational risk.

 The Audit Committee oversees how management monitors compliance with the 
Company’s policies and procedures.  The Audit Committee is assisted in its oversight role 
by the Internal Auditors.  The Internal Auditors undertake regular reviews of 
management’s controls and procedures, the results of which are reported to the Audit 
Committee.

(i) Credit risk
 (a)  Definition 

 The Company takes on credit risk which is the risk that a counterparty will cause a  
 financial loss for the Company by failing to discharge an obligation.

(a). Financial risk factors (continued)
(i) Credit risk (continued)

            (b) Management of risk  
Credit risk is the most important risk for the Company and management therefore carefully 
manages this exposure. Credit exposures arise principally in lending activities. In order to 
effectively manage credit risk, the following is considered:
(i) Proper judgement of the creditworthiness of the borrower when analysing the loan 

application;
(ii) Adequate collateral held as security for funds advanced;
(iii) Maintenance of a strict and aggressive collection policy;
(iv) Monthly review of the risk ratios for the measurement of credit risk;
(v) Maintenance of a prudent loan provisioning policy;
(vi) Monitor exposures against limits to any one borrower or borrower group;
(vii) The Asset/Liability/Credit Committee to be informed of any large exposures to any one 

borrower or borrower group in default; 
(viii) The information technology system for reporting, monitoring and controlling risks is 

properly maintained and updated;
(ix) Regular reporting to the Board of Directors on the performance of the loan portfolio.

(c.) Expected credit loss 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’and has its credit risk continuously monitored by the Company.

- If a significant 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. 
Please refer to Note 23.a.i.d. for a description of how the Company determines when a 
significant increase in credit risk has occurred.

- If the financial instrument is credit-impaired, the financial instrument is then moved to 
‘Stage 3’. Please refer to Note 23.a.i.e. for a description of how the Company defines 
credit-impaired and default.

- 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. Instruments in Stages 2 or 3 have their ECL measured based on 
expected credit losses on a lifetime basis. Please refer to Note 23.a.i.f. for a description 
of inputs, assumptions and estimation techniques used in measuring the ECL.

- A pervasive concept in measuring ECL in accordance with IFRS 9 is that it should 
consider forward-looking information. The Company utilised a probability-weighted 
assessment of the factors which it believes will have an impact on forward-looking rates. 
The Company has identified the country’s unemployment rate and GDP as the most 
relevant macro-economic factors and accordingly adjusted the historical loss rates 
based on expected changes in these factors.

- Purchase 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 (Stage 3)

(d.) Significant increase in credit risk (SICR)
The Company considers a financial instrument to have experienced a significant increase in 
credit risk when one or more of the following quantitative, qualitative or backstop criteria 
have been met:
Quantitative criteria:
The remaining Lifetime Probability of Default (PD) at the reporting date has increased, 
compared to the residual Lifetime PD expected at the reporting date when the exposure 
was first recognised. For example, if the remaining lifetime PD at reporting date is 10%, but 
the lifetime PD for this point in time that was expected at initial recognition is less than 10%, 
this may constitute a significant increase in credit risk.
Qualitative criteria:
It considers available reasonable and supportive forward-looking information, including the 
following:
- Significant changes in the expected performance and behaviour of the borrower
- Significant adverse changes in business, financial and/or economic conditions in which 

the borrower operates
- Previous arrears within the last twelve months
- Significant change in collateral value (secured facilities only) which is expected to 

increase risk of default
- Early signs of cashflow/liquidity problems such as delay in servicing of loans
- Direct debit/ Automatic Clearing House (ACH) cancellation 

23. Financial risk management (Continued)



CARIBBEAN FINANCE COMPANY LIMITED Annual Report 2020 - Page 10

• 17-19 Tragarete Road, Port of Spain   Tel: (868) 625-4580/3596, 624-8511/2975   Fax: 623-3921
• 27-31 Cipero Road, San Fernando   Tel: (868) 653-6861-3  Tel/Fax: (868) 652-1644

(Expressed in Trinidad and Tobago Dollars)
Notes to the Financial Statements 31st December 2020 (continued)

(Expressed in Trinidad and Tobago Dollars)
Notes to the Financial Statements 31st December 2020 (continued)

CARIBBEAN FINANCE COMPANY LTD.
Providing Efficient Service Since 1971

a. Financial risk factors (continued)
(i) Credit risk (continued)
   (d)  Significant increase in credit risk (SICR) (continued)

 Qualitative criteria (continued)

- Extension to the loan terms granted
- Actual or expected restructuring 
Backstop
A backstop is applied, and the financial instrument considered to have experienced a 
significant increase in credit risk if the borrower is more than 30 days past due on its 
contractual payments.  

The Company has not used the low credit risk exemption for any financial instrument in 
the year ended 31 December 2020.

The offer or uptake of a COVID-19 related repayment deferral does not itself constitute a 
SICR event unless the exposure is considered to have experienced a SICR based on other 
available information. For all exposures on repayment deferrals, SICR has been assessed 
with reference to arrears ageing and credit quality, to determine if changes in customers’ 
circumstances were sufficient to constitute SICR.

 (e)  Definition of default and credit-impaired assets

 The Company defines a financial instrument as in default, which is fully aligned with the 
definition of credit-impaired, when it meets one or more of the following criteria:

Quantitative criteria:
The borrower is more than 90 days past due on its contractual payment.

Qualitative criteria:

The borrower meets unlikeliness to pay criteria, which indicates the borrower is in 
significant financial difficulty. These are instances where:
• The borrower is deceased
• The borrower is insolvent
• It is becoming probable that the borrower will enter bankruptcy
• Financial assets are purchased or originated at a deep discount that reflects the 

incurred credit losses.

The criteria above have been applied to all financial instruments held by the Company and 
are consistent with the definition of default used for internal credit risk management 
purposes. The default definition has been applied consistently to model the Probability of 
default (PD), Exposure at Default (EAD), and Loss given Default (LGD) throughout the 
Company’s expected loss calculations.

An instrument is considered to no longer be in default (i.e. to have cured) when it no 
longer meets any of the default criteria for a consecutive period of three (3) months. 

 (f) Measuring ECL - Explanation of inputs, assumptions and estimation techniques

The Expected Credit Loss (ECL) is measured on either a 12-month or lifetime basis 
depending on whether a significant increase in credit risk has occurred since initial 
recognition or whether an asset is considered to be credit-impaired. Expected credit 
losses are the discounted product of the Probability of default (PD), Exposure at Default 
(EAD), and Loss Given Default (LGD), defined as follows:

• The PD represents the likelihood of a borrower defaulting on its financial obligations 
(as per “Definition of default and credit-impaired assets” above), either over the next 
12 month, or over the remaining lifetime of the obligation.

• EAD is based on the amounts the Company expects to be owed at the time of default, 
over the next 12 month, or over the remaining lifetime.

• Loss Given Default (LGD) represents the Company’s expectation of the extent of loss 
on a defaulted exposure. LGD is expressed as a percentage loss per unit of exposure 
at the time of default (EAD). LGD is calculated on a 12 month or lifetime basis, where 
12 month LGD is the percentage of loss expected to be made if the default occurs in 
the next 12 months and lifetime LGD is a percentage of loss expected to be made if 
the default occurs over the remaining expected lifetime of the loan.

The ECL is determined by projecting the PD, LGD and EAD for each future month and for 
each exposure. These three components are multiplied together and adjusted for the 
likelihood of survival. This effectively calculates an ECL for each future month, which is 
discounted back to the reporting date and summed. The discount rate used in the ECL 
calculation is the original effective interest rate or an approximation thereof.

The Company recognises provision for losses on loans to customers subject to credit risk 
using the expected credit loss model. While cash and cash equivalents, statutory deposit 
and investments are also subject to the impairment requirements of IFRS 9, the identified 
impairment loss was immaterial.

Assets written off

Financial assets are written off when there is no reasonable expectation of recovery, such 
as a debtor failing to engage in a repayment plan with the Company. The Company catego-
rises a loan or receivable for write off when a debtor fails to make contractual payments, 
even after several attempts at enforcement and/or recovery efforts. Where loans or 
receivables have been written off, the Company continues to engage in enforcement 
activity to attempt to recover the receivable due. Where recoveries are made, these are 
recognised in profit or loss.

Collateral and other credit enhancements

The Company’s policies regarding obtaining collateral have not significantly changed 
during the reporting period and there has been no significant change in the overall quality 
of the collateral held by the Company since the prior period.

The principal collateral types for these instruments are security arrangements over motor 
vehicles, heavy equipment and real estate, the values of which are reviewed periodically 
if there is a significant increase in credit risk.

Modification of financial assets

The Company sometimes modifies the terms of loans provided to customers due to 
commercial renegotiations, or for distressed loans, with a view to maximising recovery.

Such restructuring activities include extended payment term arrangements. Restructuring 
policies and practices are based on indicators or criteria which, in the judgement of 
management, indicate that payment will most likely continue.

a. Financial risk factors (continued)
(i) Credit risk (continued)

(f) Measuring ECL - Explanation of inputs, assumptions and estimation techniques (continued)

Forward-looking economic information is also included in determining the 12-month and 
lifetime PD, EAD and LGD.

There have been no significant changes in estimation techniques or significant 
assumptions made during the reporting year.

Sensitivity analysis

Had there been a 10% shift in the average ECL rate for all financial instruments at 
amortised cost, the Company’s ECL allowance would have been higher/lower by 
$557,740.

(g) Maximum exposure to credit risk before collateral held or other credit enhancements

 2020 2019
 $ $
Cash and cash equivalents 1,838,057  4,702,601
Statutory deposit with Central Bank 25,218,111 25,218,111
  27,056,168  29,920,712
Instalment loans  487,066,321  501,124,853
Finance leases  722,307  277,086
Trade financing  5,017,896  4,921,727
Mortgage loans  1,715,067  1,929,141
  494,521,591  508,252,808
Less provision for impaired
loans to customers  (5,577,402)  (4,343,237)
  488,944,189  503,909,571

Investments  1,069,933  1,023,582
Total  517,070,290  534,853,865

23. Financial risk management (Continued)23. Financial risk management (Continued)
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(i) Stage 1 loans to customers

These relate to loans which have exceeded the contractual payment period. Loans within 
this category are continuously monitored by the Company’s management to ensure all 
collection options are exercised to bring these accounts up to date.

(j) Stage 2 loans to customers – description of collateral held
Collateral on these loans comprise mortgages over real estate, hire purchase agreements 
and chattel mortgages over equipment and vehicles.

(k) Stage 3 loans to customers - individually impaired carrying value and fair value
 Carrying Fair Carrying Fair
 value value value value
 (before of (before of
 provisions) collateral provisions) collateral
 2020 2020 2019 2019
 $ $ $ $
Instalment loans 32,338,325 28,217,857 11,415,539 7,802,626

(l) Repossessed collateral
Repossessed properties are sold as soon as practicable, with the proceeds used to 
reduce the outstanding indebtedness. As at the statement of financial position date, 
there were no repossessed properties.

(m)  Concentration risks of loans to customers 
 

 Category
 Expected Average Estimated
 credit loss ECL rate EAD
 (%) ($) ($)

Stage 1 0.145%  451,975,913 654,502
Stage 2 0.260%  10,207,353 26,529
Stage 3 15.138%  32,338,325 4,895,335
Loan commitments 0.102%  1,013,593 1,036
Total 1.126%  495,535,184 5,577,402

                   The movement in the provision for expected credit losses is as follows:

 Stage 1   Stage 2 Stage 3 Total
 ($) ($) ($) ($)

Balance at beginning of the year 438,522 30,982 3,873,733 4,343,237
Net changes to provisions:
- Transfers between categories 217,016 (4,453) 1,021,602 1,234,165
Balance at end of the year 655,538 26,529 4,895,335 5,577,402

Instalment 
loans 

$ 

Finance 
leases 

$ 

Trade 
financing 

$ 

Mortgage 
loans 

$ 

 
Total 

$ 
At 31 December 2020      
Consumer 107,021,669 -- -- -- 107,021,669 
Manufacturing 26,475,909 -- -- -- 26,475,909 
Communications 58,550,048 -- -- -- 58,550,048 
Real estate 1,545,954 -- -- 1,596,875 3,142,829 
Hotel and restaurant 7,405,798 -- -- -- 7,405,798 
Energy 3,312,979 -- -- -- 3,312,979 
Distribution 38,383,147 -- 5,017,896 -- 43,401,043 
Construction 60,088,643 -- -- -- 60,088,643 
Private sector 6,620,982 -- -- -- 6,620,982 
Agriculture 24,816,008 -- -- -- 24,816,008 
Utilities 842,516 -- -- -- 842,516 
Other 102,422,641 722,307 -- -- 103,144,948 
Car rentals 10,303,734 -- -- -- 10,303,734 
Security services 12,118,514 -- -- -- 12,118,514 
Hardware 6,854,144 -- -- -- 6,854,144 
Air/con, maint, environ 7,793,244 -- -- -- 7,793,244 
Equipment rentals 8,094,742 -- -- 118,192 8,212,934 
Safety equipment 4,415,648 -- -- -- 4,415,648 

 487,066,321 722,307 5,017,896 1,715,067 494,521,591 

Loan commitments 1,013,593 -- -- -- 1,013,593 

At 31 December 2019      
Consumer 116,026,070 -- -- -- 116,026,070 
Manufacturing 26,919,217 -- -- -- 26,919,217 
Communications 57,416,405 -- -- -- 57,416,405 
Real estate 1,486,677 -- -- 1,661,731 3,148,408 
Hotel and restaurant 10,338,111 -- -- -- 10,338,111 
Energy 4,416,130 -- -- -- 4,416,130 
Distribution 35,450,454 --  4,921,728  -- 40,372,182 
Construction 57,402,673 -- -- -- 57,402,673 
Private sector 7,490,574 -- -- -- 7,490,574 
Agriculture 24,128,447 -- -- -- 24,128,447 
Utilities 592,037 -- -- -- 592,037 
Other 110,181,610 277,086 -- -- 110,458,696 
Car rentals 14,527,415 -- -- -- 14,527,415 
Security services 12,410,172 -- -- -- 12,410,172 
Hardware 5,290,713 -- -- -- 5,290,713 
Air/con, maint, environ 6,244,428 -- -- -- 6,244,428 
Equipment rentals 7,441,301 -- -- 267,410 7,708,711 
Safety equipment 3,362,419 -- -- -- 3,362,419 

 501,124,853 277,086 4,921,728 1,929,141 508,252,808 

Loan commitments 867,059 -- -- -- 867,059 

23. Financial risk management (Continued)23. Financial risk management (Continued)
a. Financial risk factors (continued)
 (i) Credit risk (continued)

   (g)   Maximum exposure to credit risk before collateral held or other credit enhancements      
        (continued)

a. Financial risk factors (continued)
(i) Credit risk (continued)

 
in profit or loss:

     
 Stage 1 Stage 2 Stage 3 Total 

 ($) ($) ($) ($) 
Net changes to provisions     
  for the year 217,016 (4,453) 1,021,602  1,234,165 
Amounts directly written off     
  to profit or loss net recoveries 1,202 -- 2,914,968 2,916,170 
Net expense for the year 218,218 (4,453) 3,936,570 4,150,335 

(h) Analysis of financial assets 
Stage 1 Stage 2 Stage 3 

 Current 
$ 

1 - 30 days 
$ 

31- 60 days 
$ 

61 - 90 days 
$ 

> 90days 
$ 

Total 
$ 

At 31 December 
2020 

      

Cash and cash 
equivalents 1,838,057 -- -- -- -- 1,838,057 
Statutory deposit with       
Central Bank 25,218,111 -- -- -- -- 25,218,111 
Loans to customers:       
- Instalment loans 354,889,227 89,631,416 6,012,866 4,194,487 32,338,325 487,066,321 
- Finance leases 722,307 -- -- -- -- 722,307 
- Trade financing 5,017,896 -- -- -- -- 5,017,896 
- Mortgages 1,715,067 -- -- -- -- 1,715,067 

 362,344,497 89,631,416 6,012,866 4,194,487 32,338,325 494,521,591 

 389,400,665 89,631,416 6,012,866 4,194,487 32,338,325 521,577,759 

At 31 December 
2019 

      

Cash and cash 
equivalents 4,702,601 -- -- -- -- 4,702,601 
Statutory deposit with       
Central Bank 25,218,111 -- -- -- -- 25,218,111 
Loans to customers:       
- Instalment loans 378,217,249 76,514,351 33,115,668 1,862,046 11,415,539 501,124,853 
- Finance leases  277,086 -- -- -- 277,086 
- Trade financing 4,921,728 -- -- -- -- 4,921,728 
- Mortgages 1,929,141 -- -- -- -- 1,929,141 

 385,068,118 76,791,438 33,115,668 1,862,046 11,415,539 508,252,808 

 
414,988,830 76,791,438 33,115,668 1,862,046 11,415,539 538,173,520 

The following is an analysis of the net impairment expense on financial assets recognised

Loans to customers and loan commitments
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(ii)  Liquidity risk
(a) Definition

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations 
associated with financial liabilities.

(b) Management of risk
Liquidity risk arises when the Company is unable to meet its payment obligations associ-
ated with its financial liabilities, repay its depositors and its ability to lend is affected. In 
order to effectively manage this risk, the following is considered:
(i) Daily monitoring of the cash flows;
(ii) Review projections to ensure that the daily requirements can be met;
(iii) Customers’ deposit maturities are monitored to ensure the availability of funding  
  to repay depositors;
(iv) Scheduling of loans and other financing and customers’ deposits maturities to  
 ensure an even spread in the disbursement of funds;
(v) Standby lines of credit established;
(vi) The Company maintains an overdraft facility which bears interest at 6.5% per  
 annum (2019 – 8.5%). This overdraft facility totals $20 million, all of which is  
 secured by a debenture over the assets of the Company.

(c) Maturity analysis of financial instruments

The table below presents the cash flows payable by the Company under non-derivative 
financial liabilities and assets held for managing liquidity risk by remaining contractual 
maturities at the date of the statement of financial position. The amounts disclosed in 
the table are the contractual undiscounted cash flows.

a. Financial risk factors (continued)
  (iii)  Market risk 

The Company is inherently exposed to market risk, which is the risk that the fair value or 
future cash flows of a financial instrument will fluctuate because of changes in market 
factors.  Market risk can be subdivided into three categories namely interest rate risk, 
currency risk and other price risk.
(a) Interest rate risk

 
 • Overview

Interest rate risk can be further subdivided into two types:  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.  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 Company carries all of its assets at amortised cost and as such is only 
exposed to cash flow interest rate risk.  Financial liabilities, because of their 
short-term nature, tend to re-price at a faster rate than the longer term financial 
assets thereby creating a short-term interest rate mismatch.

• Management of risk
  The Company’s interest rate risk management process includes the following:

-  Monitoring of current and anticipated movements in lending and deposit rates 
in the market utilising market intelligence, Central Bank data, emerging trends 
and other relevant data sources;

-  Monitoring of competitors’ rates;

-  Ensuring an appropriate balance between risk and return is achieved during the 
pricing process;

-  Ensuring adherence to policies over approval of interest rates;

-  Ensuring that stand by facilities at the lowest short-term interest rates are 
available to meet short-term demands for funds;

-  Monitoring volatility in the market to achieve optimal balance between bank 
borrowings and fixed deposits.

• Sensitivity analysis
For the purposes of illustrating its exposure to interest rate risk, the Company 
has prepared a sensitivity analysis showing what the profit before tax would 
have been had interest rates been 50 basis points higher or lower.  In prepar-
ing this calculation, the Company assumed that the change in interest rate 
would have affected interest income on loans and other receivables, interest 
income on cash and cash equivalents and interest expense on new/renewed 
deposits in the respective financial year.  Similar assumptions were used for 
both reporting periods.
As at 31 December 2020, had interest rates been 50 basis points 
higher/lower, profit before taxation would have been lower/higher by 
$1,140,923 (2019: $1,082,171). This has no impact on other components of 
equity.

(b) Currency risk
 
 The Company has no significant exposure to currency risk.

(c)  Other price risk
 
 The Company has very limited exposure to other price risk as it does not hold any  
 significant investments in equities and commodities.

  
b. Capital risk

 The Company’s objectives when managing capital are as follows:
 (i) To comply with the capital requirements set out by the Central Bank of   
  Trinidad and Tobago (CBTT);
 (ii) To safeguard the Company’s ability to continue as a going concern so it can   
  continue to provide returns to shareholders and benefits for other stakeholders;
 (iii) To maintain a strong capital base to support the development of its business.

Undiscounted cash flows  
 Within One to Over 

Carrying one five five 
amount year years years Total 

$ $ $ $ $ 
As at 31 December 2020 
Financial assets 

 Cash and cash equivalents  1,838,057 1,838,057 -- -- 1,838,057 
 Statutory deposit  25,218,111 -- 25,218,111 -- 25,218,111 
 Loans to customers  488,944,189 26,172,041 344,246,425 255,170,575 625,589,041 

  516,000,357 28,010,098 369,464,536 255,170,575 652,645,209 
Financial liabilities 

 Customers’ deposits  255,750,870 246,033,510 14,005,069 -- 260,038,579 
   Bank overdraft  2,413,485 2,413,485 -- -- 2,413,485 
 Other liabilities  1,468,859 1,468,859 -- -- 1,468,859 
   259,633,214 249,915,854 14,005,069 -- 263,920,923 

 Net liquidity gap  256,367,143 (221,905,756) 355,459,467 255,170,575 388,724,286 

 Loan commitments  1,013,593 -- -- -- 1,013,593 

Undiscounted cash flows  
 Within One to Over 

Carrying one five five 
amount year years years Total 

$ $ $ $ $ 
As at 31 December 2019 
Financial assets 

 Cash and cash equivalents  4,702,601 4,702,601 -- -- 4,702,601 
 Statutory deposit  25,218,111 -- 25,218,111 -- 25,218,111 
 Loans to customers  503,909,571 23,436,670 382,696,083 238,020,402 644,153,155 

  533,830,283 28,139,271 407,914,194 238,020,402 674,073,867 
Financial liabilities 

 Customers’ deposits  280,715,843 254,631,925 32,771,210 -- 287,403,135 
 Other liabilities  731,426 731,426 -- -- 731,426 
   281,447,269 255,363,351 32,771,210 -- 288,134,561 

 Net liquidity gap  252,383,014 (227,224,080) 375,142,984 238,020,402 385,939,306 

Loan commitments   867,059 867,059 -- -- 867,059 

23. Financial risk management (Continued) 23. Financial risk management (Continued)
a. Financial risk factors (continued)
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The Company meets its objectives for managing capital and ensures adherence to the 
requirements of regulatory authorities by continuous monitoring of the regulations and 
by ensuring that the relevant procedures and controls are in place within the Company’s 
systems.
The Company holds a license under the Financial Institutions Act 2008 to carry on 
business of a financial nature and as such has to comply with the following capital 
requirements.

 (i) The Company is required to have a minimum paid up share capital of TT$15,000,000.
 (ii) The Company must transfer a minimum of 10% of its profit after taxation to the  
  statutory reserve until the balance on the Reserve is not less than the paid up  
  capital of the Company.
 (iii) The Company is required to have qualifying capital of not less than 8% of its risk  
  adjusted assets.

The table below summarises the composition of regulatory capital and the capital 
adequacy ratios of the Company.
 2020  2019
 $’000  $’000

Qualifying capital 259,391  248,902
Risk adjusted assets 498,446  509,836
Capital adequacy ratio 52.04%  48.82%

During the two years ended 2020 and 2019, the Company complied with the externally 
imposed capital requirements to which they are subject.

c.  Fair value estimation
The carrying amount of financial assets and liabilities comprising cash and cash equiva-
lents, statutory deposit with Central Bank, current loans and other receivables, short-term 
financing, current customer deposits and other liabilities are a reasonable estimate of 
their fair values because of the short maturity of these instruments.
For the majority of the non-current loans and receivables the fair values are not 
significantly different from the carrying values. The fair values are calculated using the 
discounted cash flows at the current borrowing rate.

24     Fair values of financial assets and liabilities

  The Company adopted the amendment to IFRS 7 for financial instruments that are measured in 
the statement of financial position at fair value, this requires disclosure of fair value measure-
ments by level of the following fair value measurement hierarchy:
• Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).
• Inputs other than quoted prices included within level 1 that are observable for the asset or 

liability, either directly (that is, as prices) or indirectly (that is, derived from prices) (level 2).
• Inputs for the asset or liability that are not based on observable market data (that is, 

unobservable inputs) (level 3).

  The fair value of financial instruments traded in active markets is based on quoted market 
prices at the statement of financial position date.  A market is regarded as active if quoted prices 
are readily and regularly available from an exchange, dealer, broker, industry group, pricing 
service, or regulatory agency, and those prices represent actual and regularly occurring market 
transactions on an arm’s length basis.  The quoted market price used for financial assets held 
by the Group is the current bid price.  Instruments included in level 1 relates to Roytrin Mutual 
Funds where the value of the fund is made publicly available on a daily basis.

 The fair value of financial instruments that are not traded in an active market (for example, 
over-the-counter derivatives) is determined by using valuation techniques.  These valuation 
techniques maximise the use of observable market data where it is available and rely as little as 
possible on entity specific estimates.  If all significant inputs required to fair value an instrument 
are observable, the instrument is included in level 2. Instruments included in level 2 relates to 
non-current loans and receivables and non-current deposits fair valued based on the cash flows 
discounted by the relevant interest rates for each customer loan and deposit.

  If one or more of the significant inputs is not based on observable market data, the instrument 
is included in level 3.

Specific valuation techniques used to value financial instruments include:
• Quoted market prices or dealer quotes for similar instruments.
• Other techniques, such as discounted cash flow analysis, are used to determine fair value 

for the remaining financial instruments.

 

The following table presents the Company’s assets and liabilities that are measured at fair value at 
31 December 2020.
 Level 1 Level 2 Level 3 Total
 $ $ $ $
Assets
Financial assets at FVPL
- Investments 1,069,933 -- -- 1,069,933

December 2019
 Level 1 Level 2 Level 3 Total
 $ $ $ $
Assets
Financial assets at FVPL
- Investments 1,023,582 -- -- 1,023,582

The following table summarises the carrying amounts and fair values of those financial 
instruments presented on the statement of financial position at an amount other than their fair 
value.

The carrying amount and fair value of the financial assets and liabilities are as follows:

The fair values of the Company’s financial instruments are determined in accordance with 
International Financial Reporting Standard (IFRS 13) “Fair Value Measurement”.

Financial instruments where the carrying value is equal to fair value

Due to their liquidity and short-term maturity, the carrying values of certain financial instruments
approximate their fair value. Financial instruments where carrying value is approximately equal 
to fair value include cash and cash equivalents, statutory deposits, bank overdraft and other 
liabilities.

Loans to customers less allowance for loan losses
Loans to customers are net of specific and other provisions for impairment, which reflects the 
additional credit risk. The estimated fair value of these loans represents the discounted amount 
of future cash flow based on prevailing market rates.
Customers‘ deposits
Due to their liquidity and short-term maturity, the carrying values of some customers’ deposits 
approximate their fair value. The fair value of the other customers’ deposits are computed using 
discounted cash flow analyses at current market interest rate.

25   Contingent liabilities and commitments
a.  Loan commitments

At the statement of financial position date, there were loan commitments amounting to 
$1,013,593 (2019: $867,059) related to approved facilities not yet disbursed.

b.  Capital commitments
There was no capital expenditure contracted for at the statement of financial position date but 
not recognised in the financial statements (2019: Nil).

26    Subsequent events
 "Since the outbreak of COVID-19 in the first quarter of 2020, global financial markets have 
experienced, and may continue to experience significant volatility and there are significant 
consequences for the global and local economies from travel and border restrictions, quaran-
tines, supply chain disruptions, lower consumer demand and general market uncertainty. The 
extent and duration of the impact of COVID-19 on the global and local economies and the sectors 
in which the Company and its customers and suppliers operate is uncertain at this time, but it 
has the potential to adversely affect our business. As of 11 March 2021 management’s approval 
of the financial statements management was not aware of any significant adverse effects on the 
financial statements for the year ended December 31, 2020 as a result of COVID-19. Manage-
ment will continue to monitor the situation and the impact on the Company".

Carrying Fair Carrying Fair 
 value value value value 
 2020 2020 2019 2019 
 $ $ $ $ 

Financial assets 
Cash and cash equivalents  1,838,057  1,838,057  4,702,601  4,702,601 
Statutory deposit   25,218,111  25,218,111  25,218,111 25,218,111 
Loans to customers 488,944,189 486,745,934 503,909,571 502,610,909 

Financial liabilities 
Customers’ deposit 255,750,870 259,499,922 280,715,843 286,142,704 
Bank overdraft  2,413,485  2,413,485  -- -- 
Other liabilities  1,468,859  1,468,859  731,426 731,426 

23. Financial risk management (Continued)
b.  Capital risk (continued)

24. Fair values of financial assets and liabilities (continued)
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