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3. Significant Accounting Policies (Cont’d) 

(e) Financial Assets (Cont’d) 

Available-for-sale Financial Assets (Cont‟d) 

When securities classified as available-for-sale are sold or impaired, the accumulated fair value 
adjustments recognised in equity are included in the Consolidated Statement of Comprehensive 
Income as net realised gains on financial assets. 

Interest on debt securities calculated using the effective interest method is recognised in the 
Consolidated Statement of Comprehensive Income. Dividends on equity instruments are 
recognised in the Consolidated Statement of Comprehensive Income when the Group‟s right to 
receive payments is established. Both are included in the investment income line. 

The fair values of quoted investments are based on current bid prices. If the market for a 
financial asset is not active, the Group establishes fair value by using valuation techniques. 
These include the use of recent arm‟s length transactions, reference to other instruments that 
are substantially the same, discounted cash flow analysis and option pricing models making 
maximum use of market inputs and relying as little as possible on entity-specific inputs. 

(f) Impairment of Assets 

Financial Assets Carried at Amortised Cost  

The Group assesses at each date of the financial statements whether there is objective 

Objective evidence that a financial asset or group of assets is impaired includes observable 
data that comes to the attention of the Group about the following loss events:- 

i.  Significant financial difficulty of the issuer or debtor;  

ii.  A breach of contract, such as a default or delinquency in payments;  

iii.  It becoming probable that the borrower will enter bankruptcy or other financial 
reorganisation; 

iv.  The disappearance of an active market for that financial asset because of financial 
difficulties; or  

v.  Observable data indicating that there is a measurable decrease in the estimated future 
cash flows from a group of financial assets since the initial recognition of those assets, 
although the decrease cannot yet be identified with the individual financial assets in the 
group, including:- 

-  Adverse changes in the payment status of borrowers in the group; or  

-  National or local economic conditions that correlate with defaults on the assets in the      
group. 

evidence that a financial asset or group of financial assets is impaired. A financial asset or a 
group of financial assets is impaired and impairment losses are incurred if, and only if, there is 
objective evidence that impairment as a result of one or more events occurred after the initial
 recognition of the asset (a „loss event‟) and that loss event (or events) has an impact on the 
estimated future cash flows of the financial asset or group of financial assets that can be 
reliably estimated.   
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3. Significant Accounting Policies (Cont’d) 

(f) Impairment of Assets (Cont’d) 

Financial Assets Carried at Amortised Cost (Cont‟d) 

The Group first assesses whether objective evidence of impairment exists individually for 
financial assets that are individually significant, and individually or collectively for financial 
assets that are not individually significant. If the Group determines that no objective evidence 
of impairment exists for an individually assessed financial asset, whether significant or not, it 
includes the asset in a group of financial assets with similar credit risk characteristics and 
collectively assesses them for impairment. Assets that are individually assessed for impairment 
and for which an impairment loss is or continues to be recognised are not included in a 
collective assessment of impairment.  

If there is objective evidence that an impairment loss has been incurred on loans and 
receivables or held-to-maturity investments carried at amortised cost, the amount of the loss is 
measured as the difference between the asset‟s carrying amount and the present value of 
estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the financial asset‟s original effective interest rate. The carrying amount of the 
asset is reduced through the use of an allowance account and the amount of the loss is 
recognised in the Consolidated Statement of Comprehensive Income. If the debt securities has 
a variable interest rate, the discount rate for measuring any impairment loss is the current 
effective interest rate determined under the contract. 

For the purposes of a collective evaluation of impairment, financial assets are grouped on the 
basis of similar credit characteristics (i.e., on the basis of the Group‟s grading process that 
considers asset type, industry, collateral type, past-due status and other relevant factors). 
Those characteristics are relevant to the estimation of future cash flows for groups of such 
assets by being indicative of the debtors‟ ability to pay all amounts due according to the 
contractual terms of the asset being evaluated.  

If in a subsequent period, the amount of the impairment loss decreases and the decrease can 
be related objectively to an event occurring after the impairment was recognised (such as an 
improvement in the debtor‟s credit rating), the previously recognised impairment loss is 
reversed by adjusting the allowance account. The amount of the reversal is recognised in the 
Consolidated Statement of Comprehensive Income. 

Financial Assets Carried at Fair Value  

The Group assesses at each date of the financial statements whether there is objective 
evidence that an available-for-sale financial asset is impaired, including in the case of equity 
investments classified as available-for-sale, a significant or prolonged decline in the fair value 
of the security below its cost. If any such evidence exists for available-for-sale financial assets, 
the cumulative loss – measured as the difference between the acquisition cost and current fair 
value, less any impairment loss on the financial asset previously recognised in the Consolidated 
Statement of Comprehensive Income – is removed from equity and recognised in the 
Consolidated Statement of Comprehensive Income. Impairment losses recognised in the 
Consolidated Statement of Comprehensive Income on equity instruments are not subsequently 
reversed. The impairment loss is reversed through the Consolidated Statement of 
Comprehensive Income, if in a subsequent period the fair value of a debt instrument classified 
as available-for-sale increases and the increase can be objectively related to an event 
occurring after the impairment loss was recognised in the Consolidated Statement of 
Comprehensive Income. 
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3. Significant Accounting Policies (Cont’d) 

(f) Impairment of Assets (Cont’d) 

Impairment of Other Non-Financial Assets  

Assets that have an indefinite useful life are not subject to amortisation and are tested 
annually for impairment. 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. The recoverable amount is the higher of an asset‟s 
fair value less costs to sell and value in use. For the purposes of assessing impairment, assets 
are grouped at the lowest levels for which there are separately identifiable cash flows (cash 
generating units). 

(g) Investment Property 

Property held for long-term rental yields is classified as investment property.  

Investment property comprises freehold land and office buildings. It is measured initially at 
cost and all subsequent assessments are carried at fair value. Fair value is based on active 
market prices, adjusted, if necessary, for any difference in the nature, location or condition of 
the specific asset. These valuations are reviewed by an independent valuation expert. 
Investment property that is being redeveloped for continuing use as investment property, or for 
which the market has become less active, continues to be measured at fair value.  

Changes in fair values are recorded in the Consolidated Statement of Comprehensive Income.  

If an investment property becomes owner-occupied, it is reclassified as property, plant and 
equipment, and its fair value at the date of reclassification becomes its cost for subsequent 
accounting purposes.   

If an item of property, plant and equipment becomes an investment property because its use 
has changed, any difference arising between the carrying amount and the fair value of this 
item at the date of transfer is recognised in equity as a revaluation of property, plant and 
equipment. However, if a fair value gain reverses a previous impairment loss, the gain is 
recognised in the Consolidated Statement of Comprehensive Income. Upon the disposal of such 
investment property, any surplus previously recorded in equity is transferred to retained 
earnings; the transfer is not made through the Consolidated Statement of Comprehensive 
Income.
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3. Significant Accounting Policies (Cont’d) 

(h) Property, Plant and Equipment 

Items of property, plant and equipment are stated at historical cost less accumulated 
depreciation.  Historical cost includes expenditure directly attributable to the acquisition of 
the items. 

Depreciation is calculated on a straight-line basis, so as to write down the cost of property, 
plant and equipment over their estimated useful lives as follows:- 

Assets  Estimated Useful Lives 
Building 50 years 
Leasehold improvements 2 – 10 years 
Motor vehicles 3 - 5 years 
Furniture and equipment 4 - 10 years 
Computer hardware 5 years 
Computer software 5 years 
Generators 5 years 
Maintenance equipment 10 years 

Gains or losses arising on the disposal or retirement of an item of property, plant and 
equipment are determined as the difference between the sales proceeds and the carrying 
amount of the asset and are recognised in the Consolidated Statement of Comprehensive 
Income. 

(i) Projects in Progress 

Build-Own-Lease-Transfer (BOLT) Projects 

These include all costs associated with the construction and furnishing of the buildings.  Direct 
costs of construction are recognised when an interim valuation is done.  On completion, they 
are accounted for as finance leases. 

(j) Inventory 

Inventory is valued at the lower of cost and net realisable value. Net realisable value is the 
price at which the inventory can be realised in the normal course of business after allowing for 
the cost of realisation.  Provision is made for slow moving and obsolete stocks. 

(k) Borrowings and Borrowings Costs 

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings 
are subsequently stated at amortised cost; any difference between the proceeds (net of 
transaction costs) and the redemption value is recognised in the Consolidated Statement of 
Comprehensive Income over the period of the borrowings using the effective interest method.  

Borrowings are classified as current liabilities unless the Group has an unconditional right to 
defer settlement of the liability for at least 12 months after the date of the financial 
statements. Interest costs on borrowings to finance the construction of a qualifying asset are 
capitalised during the period of time that is required to complete and prepare the asset for its 
intended use. Other borrowing costs are expensed. 

(l) Financial Liabilities 

Financial  liabilities  comprise trade and other accounts  payable and borrowings  and are 
measured at amortised cost.
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3. Significant Accounting Policies (Cont’d) 

(m) Provisions 

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

(n) Recognition of Income and Expenses 

(a) Contribution Income and Benefits 

Contribution income is accounted for on an accrual basis to take account of all 
collections subsequent to the year-end that relate to the current year, and to 
recognise all known significant receivables. 

Benefits expense is accounted for on an accrual basis to take account of all benefits 
paid subsequent to the year-end that relate to the current year, and to recognise all 
known significant benefits payable. 

(b) Dividend income 

Dividend income for investment in equity securities is recognised when the right to 
receive payment is established – this is the ex-dividend date for equity securities. 

(c) Interest income and expense 

Interest income and expense for all interest-bearing financial instruments, including 
financial instruments measured at fair value through income, are recognised within 
investment income in the Consolidated Statement of Comprehensive Income using the 
effective interest rate method.  When a receivable is impaired, the Group reduces the 
carrying amount to its recoverable amount, being the estimated future cash flow 
discounted at the original effective interest rate of the instrument, and continues 
unwinding the discount as interest income. 

(d) 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 Consolidated Statement of Comprehensive Income on a straight-line 
basis over the period of the lease. 

(e) Other income and expenses 

All other income and expenses are accounted for on the accruals basis.
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3. Significant Accounting Policies (Cont’d) 

(o) Basis of Allocation of Income and Expenses 

(a) Contributions 

Contribution income, as recommended by the seventh actuarial review, is allocated as 
follows:- 

 
% % 

Short-term benefits fund 17 17 
Long-term benefits fund 83 83 
 100 100 
 

(b) Investment income and expenses 

Investment income and expenses are allocated to the benefit fund in the ratio of the 
beginning of year reserve of each fund to the total beginning of year reserves. 

Investment expenses comprise all costs relating to the management of investment 
properties and financial assets and provision for impairment of financial assets. 

(c) Changes in fair value of investment properties 

Changes in fair value of investment properties are allocated to the benefit fund in the 
ratio of the beginning of year reserve of each fund to the total beginning of year 
reserves. 

(d) Expenses 

General and administrative expenses and amortisation and impairment of intangible 
assets are allocated in proportion to the sum of contributions and benefits. 

(e) Other income 

Other income is allocated in the same proportion as contribution income.

2014 2013 
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3. Significant Accounting Policies (Cont’d) 

(p) Income Tax 

National Insurance Corporation is exempt from the payment of income tax under the Income 
Tax Act.  

As per Cabinet conclusions, the following exemptions have been granted to the subsidiary 
companies:  

St. Lucia Mortgage Finance Company Limited is exempt from income tax on any income 
accruing to the company by way of interest on loans up to $500,000.  

National Insurance Property Development and Management Company Ltd. is exempt from 
income tax on the profits earned by the company, which are specific to refurbishment and 
BOLT projects. All other income is subject to income taxes at a rate of 30% per annum. 

Castries Car Park Facility Limited has been granted a tax holiday for the first ten years of 
operation, which expired October 2008.  A further ten year tax holding was granted to the 
Company as per Cabinet Conclusion No.1031 with effect from November 2009.  

Blue Coral Limited is subject to income taxes at a rate of 30% per annum. 

Current Income Tax 

The current income tax charge is calculated on the basis of the tax laws enacted or 
substantively enacted at the date of the financial statements.  Management periodically 
evaluates positions taken in tax returns with respect to situations where applicable tax 
regulations are subject to interpretation and establishes provisions where appropriate on the 
basis of amounts expected to be paid to the tax authorities. 

Deferred Income Tax 

The Group follows the liability method of accounting for deferred tax whereby all temporary 
differences arising between the tax bases of assets and liabilities and their carrying values for 
financial reporting purposes are provided for at the Group tax rates which are expected to 
apply when the related deferred income tax asset is realised or the deferred income tax 
liability is settled. 

Deferred tax assets are only recognised when it is probable that taxable profits will be 
available against which the assets may be utilised. 

(q) Comparatives 

Except when a standard or an interpretation permits or requires otherwise, all amounts are 
reported or disclosed with comparative information. 
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4. Financial Risk Management 

The Board of Directors has overall responsibility for the establishment of a risk management 
framework. The following are the systems and structures put in place to ensure that the Group‟s 
exposure to risk is minimised:- 

The investment policy and guidelines establish asset categories with targeted asset allocations.  

Credit Risk  

The Group takes on exposure to credit risk, which is the risk that a counterparty will cause a financial 
loss for the Group by failing to discharge an obligation. Significant changes in the economy, or in the 
health of a particular industry segment that represents a concentration in the Group‟s portfolio, could 
result in losses that are different from those provided for at the balance sheet date. Management 
therefore carefully manages its exposure to credit risk. Credit risk exposures arise principally in lending 
activities that lead to loans and advances, and investment activities that bring debt securities and 
other bills into the Group‟s asset portfolio. There is also credit risk in off-balance sheet financial 
instruments such as loan commitments. The credit risk management and control are centralised and 
report to the Board of Directors.  

Credit Risk Measurement  

(a)  Loans and Advances  

If customers are independently rated, their ratings are used. Otherwise, if there is no 
independent rating, the Investment Committee assesses the credit quality of the customer, 
taking into account its financial position, past experience and other factors.   

(b)   Debt Securities and Other Bills  

The Group‟s activities expose it to a variety of financial risks: market risk (including currency risk, fair 
value interest rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk. In 
particular, the key financial risk is that the proceeds from its financial assets will not be sufficient to 
fund its obligations arising from claims. The Group‟s overall risk management programme focuses on 
the unpredictability of financial markets and seeks to minimise potential adverse effects on the 
Group‟s financial performance. Income earned from investments, together with the excess of 
contributions after benefits are paid, is used to earn interest rate margins through investment in high 
quality, high yielding assets with acceptable level of risks. 

• Investment Section, which conducts regular due diligence exercises based on published financial 
reports and other available data. Detailed monthly and quarterly reports are submitted to the 
Executive Director and to the Investment Committee. 

• The Investment Committee, whose role is to review the results of the due diligence exercises 
conducted by the Investment Manager. Decisions/recommendations are submitted to the Board of 
Directors for ratification. 

Investment decisions are made in the context of Section 21 of the National Insurance Corporation Act 
Cap 16.01 of the revised laws of Saint Lucia 2001 and the Group‟s Investment policy and guidelines. 

The Group uses the historical information about counterparty default rates to classify the 
customers in different groups. Clients of the Group are segmented into two rating classes, 
customers with no history of default and customers with history of default. The Group regularly 
validates the performance of the rating and its predictive power with regard to default events. 
 

For  debt  securities  and  other  bills,  external  ratings  such  as  Moody‟s  Investment  Service, 
Standard & Poor‟s rating, CariCRIS or their equivalents are used by the Board for managing 
of the credit risk exposures. 
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4. Financial Risk Management (Cont’d) 

Credit Risk (Cont’d) 

Risk Limit Control and Mitigation Policies 

The Group manages, limits and controls concentrations of credit risk wherever they are identified − in 
particular, to individual counterparties and groups, and to industries.   

The Group limits its credit risk exposure with respect to its debt securities portfolio by investing only in 
financial instruments with a minimum rating of BAA (Moody‟s Investment Service) or BBB (Standard & 
Poor Corporation) and Regional Governments or institutions with high credit worthiness. The Board 
through the Investments Section and the Investment Committee consistently monitors the performance 
of these instruments.  

The Group structures the levels of credit risk it undertakes by placing limits on the amount of risk 
accepted in relation to one borrower, or groups of borrowers, and to the industry segments as 
established by the investment policy. Such risks are monitored regularly by the Board of Directors.  

The exposure to any one borrower including banks and brokers is further restricted by sub-limits 
covering on- and off-balance sheet exposures, and daily delivery risk limits in relation to trading items. 
Actual exposures against limits are monitored daily.  

Exposure to credit risk is also managed through regular analysis of the ability of borrowers and 
potential borrowers to meet interest and capital repayment obligations and by changing these lending 
limits where appropriate.   

Some other specific control and mitigation measures are outlined below.  

Collateral 

The Group implements guidelines on the acceptability of specific classes of collateral or credit risk 
mitigation. The principal collateral types for loans and advances are:  

•  Government guarantee; and  

•  Charges over business assets such as premises, inventory and accounts receivable.  

Longer-term finance and lending to corporate entities are generally secured. In addition, in order to 
minimise the credit loss the Group will seek additional collateral from the counterparty as soon as 
impairment indicators are noticed for the relevant individual loans and advances.  

Collateral held as security for financial assets other than loans and advances is determined by the 
nature of the instrument. Debt securities, treasury and other eligible bills are generally unsecured. 

 

The Group constantly monitors its Loans and advances portfolio and outstanding contributions. The 
necessary contact with debtors and employers is maintained to ensure that payments are received in a 
timely manner. Where necessary, re-scheduling of repayments is done, which considers the borrower's 
new financial position. In the event where recovery may seem doubtful, provisions are set aside to 
cover any potential losses.  
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4. Financial Risk Management (Cont’d) 

Credit Risk (Cont’d) 

Impairment and Provisioning Policies  

The internal rating tool assists management to determine whether objective evidence of impairment 
exists under IAS 39, based on the following criteria set out by the Group:- 

•  Delinquency in contractual payments of principal or interest;  

•  Cash flow difficulties experienced by the borrower;  

•  Breach of loan covenants or conditions;  

• Initiation of bankruptcy proceedings;  

• Deterioration of the borrower‟s competitive position; and  

•  Deterioration in the value of collateral. 

The Group‟s policy requires the review of individual financial assets that are above materiality 
thresholds at least annually or more regularly when individual circumstances require. Impairment 
allowances on individually assessed accounts are determined by an evaluation of the incurred loss at 
balance-sheet date on a case-by-case basis, and are applied to all individually significant accounts. The 
assessment normally encompasses collateral held (including re-confirmation of its enforceability) and 
the anticipated receipts for that individual account.  

Maximum exposure to credit risk before collateral held or other credit enhancements  

Credit risk exposures relating to on-balance sheet assets are as follows:- 

 2014 2013 
 $ $ 
Cash at bank  75,331,135 32,719,012 
Short term deposits – cash equivalents  13,000,256 12,533,494 
Fair value through income     
- Debt securities  72,006,528 68,545,715 
Loans and receivables     
- Loans to Government of Saint Lucia and statutory bodies  42,831,509 45,831,510 
- Other loans  159,503,922 165,384,058 
- Other advances and receivables from Government of Saint 

Lucia  55,138,946 51,797,570 
- Contributions receivable 7,609,851 7,934,171 
- Other receivables  1,302,711 1,250,715 
Projects in progress 190,049 3,430,102 
Debt security investments      
- Held-to-maturity  406,998,685 364,594,298 
– Loans and receivables  514,824,325 537,614,647 
     
Credit risk exposures relating to off-balance sheet items are as follows:- 
Financial Guarantees   
- Loan commitments and other credit related liabilities 5,194,657 17,478,399 
At June 30 1,353,932,574 1,309,113,691 
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4. Financial Risk Management (Cont’d) 

Credit Risk (Cont’d) 

Maximum exposure to credit risk before collateral held or other credit enhancements (Cont’d) 

The above table represents a worst case scenario of credit risk exposure to the Group at June 30, 2014 
and 2013, without taking account of any collateral held or other credit enhancements attached. For 
on-balance-sheet assets, the exposures set out above are based on net carrying amounts as reported in 
the Consolidated Statement of Financial Position. 

Management is confident in its ability to continue to control and sustain minimal exposure of credit risk 
to the Group resulting from both its loan and advances portfolio based on the following: 

Loans to Government of Saint Lucia which represents the largest percentage of the portfolio, followed 
by loans to subsidiaries, are backed by collateral; 

69% of the loans and advances portfolio are considered to be neither past due nor impaired (2013 - 
72%); and 

 
The total impairment provision for loans and receivables recognised in the Consolidated Statement of 
Comprehensive Income is $1,691,379 (2013 - $1,397,476). Further information of the impairment 
allowance for loans and receivables is provided in Note 8.

The Group continues to grant loans and advances in accordance with its lending policies and guidelines. 

Loans and Receivables  

Loans and receivables are summarised as follows:- 

        2014       2013 
        $       $ 
Neither past due nor impaired   207,619,316 217,194,300 
Past due but not impaired   41,958,028 38,078,144 
Impaired   50,346,203 48,140,799 
    
Gross  299,923,547 303,413,243 
Less: Allowance for impairment (Note 8)  (32,803,037) (31,111,658) 
    
Net 267,120,510 272,301,585 

As shown above, 20% of the total maximum exposure is derived from loans and receivables (2013 - 21%);
73% represents investments in debt securities other than loans and receivables (2013 - 74%). 
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4. Financial Risk Management (Cont’d) 

Credit Risk (Cont’d) 

Loans and Receivables (Cont'd) 

(b) Past due but not impaired  

Gross amount of loans and receivables by class to customers net of unearned interest that were 
past due but not impaired were as follows:- 
 Loans Other advances and receivables 
   Government   
   of   
 Other  St. Lucia Other Total 
 $  $ $ $ 
June 30, 2014      
With amounts past due up to 30 days -  1,073,519 139,395 1,212,914 
With amounts past due 31 to 60 days -  169,150 65,618 234,768 
With amounts past due 61 to 90 days 550,768  129,577 49,218 729,563 
With amounts past due over 90 days 5,373,748  34,235,748 171,287 39,780,783 
 5,924,516  35,607,994 425,518 41,958,028 
Fair value of collateral 15,016,234  - - 15,016,234 
June 30, 2013      
With amounts past due up to 30 days -  646,031 142,852 788,883 
With amounts past due 31 to 60 days -  2,438,902 50,315 2,489,217 
With amounts past due 61 to 90 days 645,023  126,075 147,436 918,534 
With amounts past due over 90 days 4,506,224  29,094,376 280,910 33,881,510 
 5,151,247  32,305,384 621,513 38,078,144 
Fair value of collateral 12,707,085  - - 12,707,085 

 
Upon initial recognition of loans and receivables, the fair value of collateral is based on 
valuation techniques commonly used for the corresponding assets.  In subsequent periods, the 
fair value is updated by reference to market price or indexes of similar assets. 
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4. Financial Risk Management (Cont’d) 

Credit Risk (Cont’d) 

Debt securities, treasury bills and other eligible bills  

The table below presents an analysis of debt securities, treasury bills and other eligible bills by rating 

 Treasury Debt  
 bills securities Total 
 $ $ $ 
A- to A+  - 143,062,928 143,062,928 
Lower than A-  33,150,038 359,725,408 392,875,446 
Unrated  - 457,891,164 457,891,164 
 33,150,038 960,679,500 993,829,538 

 

 

agency designation at June 30, 2014, based on Standard & Poor‟s ratings, CariCRIS or their equivalent:- 

 
The table below presents an analysis of debt securities, treasury bills and other eligible bills by rating 
agency designation at June 30, 2013, based on Standard & Poor‟s ratings, CariCRIS or their equivalent:-  
       Treasury     Debt  
       bills     securities Total 
       $     $ $ 
A- to A+  - 151,107,974 151,107,974 
Lower than A-  63,061,684 302,140,171 365,201,855 
Unrated  –  454,444,831 454,444,831 
 63,061,684 907,692,976 970,754,660 
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4. Financial Risk Management (Cont’d) 

Credit Risk (Cont’d) 

Debt securities, treasury bills and other eligible bills  

The table below presents an analysis of debt securities, treasury bills and other eligible bills by rating 

 Treasury Debt  
 bills securities Total 
 $ $ $ 
A- to A+  - 143,062,928 143,062,928 
Lower than A-  33,150,038 359,725,408 392,875,446 
Unrated  - 457,891,164 457,891,164 
 33,150,038 960,679,500 993,829,538 

 

 

agency designation at June 30, 2014, based on Standard & Poor‟s ratings, CariCRIS or their equivalent:- 

 
The table below presents an analysis of debt securities, treasury bills and other eligible bills by rating 
agency designation at June 30, 2013, based on Standard & Poor‟s ratings, CariCRIS or their equivalent:-  
       Treasury     Debt  
       bills     securities Total 
       $     $ $ 
A- to A+  - 151,107,974 151,107,974 
Lower than A-  63,061,684 302,140,171 365,201,855 
Unrated  –  454,444,831 454,444,831 
 63,061,684 907,692,976 970,754,660 
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4. Financial Risk Management (Cont’d) 

Credit Risk (Cont’d) 

Concentration of risks of financial assets with credit risk exposure  

(a) Geographical Sectors  

The following table breaks down the Group‟s main credit exposure at their carrying amounts, 
as categorised by the geographical sectors of our counterparties. 

   Extra  
 Local Regional Regional Total 
 $ $ $ $ 
As at June 2014     
Cash and cash equivalents 88,331,391 - - 88,331,391 
Financial assets:     
- Fair value through 

As at June 2013     
Cash and cash equivalents 45,252,506 - - 45,252,506 
Financial assets:     
- Fair value through 

income - - 72,006,528 72,006,528 
- Loans and receivables 266,386,939 - - 266,386,939 
Investment securities:     
- Held-to-maturity 376,953,581 30,045,104 - 406,998,685 
- Loans and receivables 273,581,832 241,242,493 - 514,824,325 
On balance sheet financial 
position 1,005,253,743 271,287,597 72,006,528 1,348,547,868 
Credit commitments 5,194,657 - - 5,194,657 
 1,010,448,400 271,287,597 72,006,528 1,353,742,525 

income - - 68,545,715 68,545,715 
- Loans and receivables 272,198,024 - - 272,198,024 
Investment securities:     
- Held-to-maturity 349,680,743 14,913,555 - 364,594,298 
- Loans and receivables 298,377,749 239,236,898 - 537,614,647 
On balance sheet financial 
position 965,509,022 254,150,453 68,545,715 1,288,205,190 
Credit commitments 17,478,399 - - 17,478,399 
 982,987,421 254,150,453 68,545,715 1,305,683,589 
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The Group operates internationally and is exposed to foreign exchange risk arising from various 
currency exposures, primarily with respect to the US dollar. Foreign exchange risk arises from 
recognised assets. The exchange rate of the Eastern Caribbean dollar (EC$) to the United 
States dollar (US$) has been formally pegged at EC$2.70 = US$1.00 since July 1976. 

The Group takes on exposure to effects of fluctuations in the prevailing foreign currency 
exchange rates on its financial position and cash flows. The Group‟s strategy of managing this 
risk is to limit foreign exchange exposure to Eastern Caribbean dollars and United States 
dollars, avoid speculation with an aim to keep a balanced portfolio and match foreign currency 
denominated assets with foreign currency denominated liabilities. The table below summarises 
the Group‟s exposure to foreign currency exchange rate risk at June 30, 2014 and June 30, 
2013. 

Included in the table are the Group‟s financial assets and liabilities at carrying amounts, 
categorised by currency. 

Concentration of currency risk – on- and off-balance sheet financial instruments 

 EC US Total 
 $ $ $ 
As at June 2014    
Assets    
Cash and cash equivalents 88,331,391 - 88,331,391 
Financial assets:    
- Fair value through income 123,990,792 138,544,776 262,535,568 
- Loans and receivables 267,120,510 - 267,120,510 
Investment securities:    
- Held-to-maturity 378,743,524 28,255,161 406,998,685 
- Loans and receivables 392,938,347 121,885,978 514,824,325 
- Available-for-sale 751,880 - 751,880 
Total Financial Assets 1,251,876,444 288,685,915 1,540,562,359 
Liabilities    
Trade and other payables 14,404,659 - 14,404,659 
Total Financial Liabilities 14,404,659 - 14,404,659 
Net on-balance sheet financial position 1,237,471,785 288,685,915 1,526,157,700 
Credit commitments 5,194,657 - 5,194,657 

4. Financial Risk Management (Cont’d) 

Market Risk

(a) Currency Risk 
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(b) Price Risk 

The Group is exposed to equity securities price risk because of investments held by the Group 
and classified as available-for-sale or at fair value through income. The Group is not exposed to 
commodity price risk. To manage its price risk arising from investments in equity securities, the 
Group diversifies its portfolio. Diversification of the portfolio is done in accordance with the 
limits set by the Board of Directors.  

(c) Cash Flow and Fair Value 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. As the Group does not hold financial instruments with variable rates, it is not exposed to 
cash flow interest rate risk.

4. Financial Risk Management (Cont’d) 

Market Risk (Cont'd) 

(a) Currency Risk (Cont‟d) 

 EC US Total 
 $ $ $ 
As at June 2013    
Assets    
Cash and cash equivalents 45,252,506 - 45,252,506 
Financial assets:    
- Fair value through income 140,484,367 107,330,066 247,814,433 
- Loans and receivables 272,301,585 - 272,301,585 
Investment securities:    
- Held-to-maturity 339,922,325 24,671,973 364,594,298 
- Loans and receivables 425,276,585 112,338,062 537,614,647 
- Available-for-sale 751,880 - 751,880 
Total Financial Assets 1,223,989,248 244,340,101 1,468,329,349 
Liabilities    
Trade and other payables 12,012,577 - 12,012,577 
Borrowings 12,591,133 - 12,591,133 
Total Financial Liabilities 24,603,710 - 24,603,710 
Net on-balance sheet financial position 1,199,385,538 244,340,101 1,443,725,639 
Credit commitments 17,478,399 - 17,478,399 

The majority of the Group‟s publicly traded equity securities are included on the Eastern 
Caribbean Stock Exchange (ECSE).  At June 30, 2014  if equity securities prices had been 200 
basis points higher/lower with all variables held constant, reserves for the year would have 
been $3,810,580 (2013 - $3,585,374) higher/lower as a result of the increase/decrease in fair 
value of available for sale and fair value through income equity securities. 
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4. Financial Risk Management (Cont’d) 

Liquidity Risk 

The Group is exposed to daily calls on its available cash resources mainly from payments of short-term 
benefits. Liquidity risk is the risk that cash may not be available to pay obligations when due at a 
reasonable cost. Management ensures that a minimum level of cash and short-term resources are 
available to meet its current obligations. 

The table below analyses the Group‟s financial liabilities into relevant maturity groupings based on the 
remaining period at the date of the financial statements to the contractual maturity date. The 
amounts disclosed in the table are the contractual undiscounted cash flows. Balances due within 12 
months equal their carrying balances as the impact of discounting is not significant. 

 1 year 1-5 years Over 5 years Total 
 $ $ $ $ 
As at June 30, 2014     
Trade and other payables 13,554,541 - 850,118 14,404,659 
As at June 30, 2013     
Trade and other payables 10,554,654 - 1,457,923 12,012,577 
Borrowings 665,929 2,663,717 9,212,021 12,541,667 
Preference shares 1,850,000 - - 1,850,000 
 13,070,583 2,663,717 10,669,944 26,404,244 

Fair Value Estimation of Financial Instruments  

Fair value amounts represent estimates of the consideration that would currently be agreed upon 
between knowledgeable, willing parties who are under no compulsion to act and is best evidenced by a 
quoted market value, if one exists.  

The carrying amounts and fair values of financial instruments other than financial assets through 
income and available-for-sale are as follows:- 

 
The liquidity position for both operational and the payment of benefits is monitored daily by the 
Investment Manager, who ensures that the bank accounts are adequately serviced. Transfers are done 
between bank accounts and the excess of contribution income over benefit payments is taken up by the 
Investment Manager who will seek to earn above average interest rate margins through investing in high 
quality, high yielding assets with acceptable risk. 

 Carrying Amount Fair Value 
 2014 2013 2014 2013 
 $ $ $ $ 
Cash and cash equivalents 88,331,391 45,252,506 88,331,391 45,252,506 -

Loans and receivables 267,120,510 272,301,585 273,436,352 265,410,208 
Investment securities:     -

Held-to-maturity 406,998,685 364,594,298 394,062,083 351,179,490 -
Loans and receivables 514,824,325 537,614,647 510,508,768 543,098,803 

Trade and other payables 14,404,659 12,012,577 14,404,659 12,012,577 
Borrowings - 12,591,133 - 12,591,133 



5 7  |  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S

National Insurance Corporation
Notes to the Consolidated Financial Statements 
For the Year Ended June 30, 2014
(Expressed in Eastern Caribbean Dollars)

 
 
 

4. Financial Risk Management (Cont’d) 

Fair Value Estimation of Financial Instruments (Cont’d) 

The carrying value of cash and cash equivalents, other advances and receivables, and trade and other 
payables approximate their fair values due to the short-term maturity of these items.  

The fair value of held-to-maturity and other loans and receivables financial assets for disclosure 
purposes are estimated by discounting the future contractual cash flows at the current market rate of 
7.5% (2013 - 7.58%) that is available to the Group in respect of similar financial instruments.  

The Group is not able to reliably estimate the fair value of available-for-sale financial assets since the 
shares are not traded in an active market and the future cash flows relating to the investment cannot 
be reliably estimated.   

IFRS 7 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation 
techniques are observable or unobservable. Observable inputs reflect market data obtained from 
independent sources; unobservable inputs reflect the Group‟s market assumptions. These two types of 
inputs have created the following fair value hierarchy:  

 Level 1 – Quoted prices (unadjusted) in active markets for identical assets or liabilities. This level 
includes listed equity securities and debt instruments on exchanges.  

 Level 2 – 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 3 – inputs for the asset or liability that are not based on observable market data 
(unobservable inputs). This level includes equity investments and debt instruments with significant 
unobservable components.   

This hierarchy requires the use of observable market data when available. The Group considers 
relevant and observable market prices in its valuations where possible.



5 8  |  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S

National Insurance Corporation
Notes to the Consolidated Financial Statements 
For the Year Ended June 30, 2014
(Expressed in Eastern Caribbean Dollars)

 
 
 

4. Financial Risk Management (Cont’d) 

Fair Value Estimation of Financial Instruments (Cont’d) 

 Level 1 Level 2 Level 3 Total 
 $ $ $ $ 
June 30, 2014     
Financial assets at fair value through 
income  

    

June 30, 2013     
Financial assets at fair value through 
income  

    

The fair value of financial instruments that are not traded in an active market (for example, over-the-
counter fixed income securities) 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.  

- Investment securities – debt  72,006,528 - - 72,006,528 
- Investment securities – equity  60,218,342 125,902,590 4,408,108 190,529,040 
Financial assets at available-for-sale       
- Investment securities – equity  - - 751,880 751,880 
Total assets  132,224,870 125,902,590 5,159,988 263,287,448 

- Investment securities – debt  68,545,715 –  –  68,545,715 
- Investment securities – equity  35,574,906 139,337,030  4,356,782  179,268,718 
Financial assets at available-for-sale       
- Investment securities – equity  –  –  751,880 751,880 
Total assets  104,120,621 139,337,030 5,108,662 248,566,313 

 
The fair value of financial instruments traded in active markets is based on quoted market prices at the 
balance sheet 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. These 
instruments are included in Level 1. Instruments included in Level 1 comprise primarily NYSE, NASDAQ, 
and OTC Bulletin Board equity investments classified as trading securities or available-for-sale.  

If one or more of the significant inputs is not based on observable market data, the instrument is 
included in Level 3. This category includes financial instruments such as mutual funds, preference 
shares and other equity instruments whose market value could not be readily obtained and, as such, 
the carrying value has been used to approximate fair value.
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2013. 

Total loss for the period included in profit or loss for assets held at the end of 
the reporting period, under “Investment income”  (337) 
   
Change in unrealised gains or losses for the period included in profit or loss for 
assets held at the end of the reporting period  (337) 

Total loss for the period included in profit or loss for assets held at the end of 
the reporting period, under “Investment income”  (3,447) 
   
Change in unrealised gains or losses for the period included in profit or loss for 
assets held at the end of the reporting period  (3,447) 

 
The Group‟s policy is to recognize transfers into and transfers out of fair value hierarchy levels as of 
the date of the event or change in circumstances that caused the transfer. The transfers noted in 2014 
and 2013 are due to the availability of observable data for those financial instruments held which were 
unavailable in the prior period.   

Capital Risk Management  

As further discussed in Note 24, actuarial reviews are conducted periodically in order to ensure that 
the Group‟s management has all the information required to adjust the rate of contribution to ensure 
that the statutory requirements to pensioners and contributors are met. 

 

4. Financial Risk Management (Cont’d) 

Fair Value Estimation of Financial Instruments (Cont’d) 

Assets measured at fair value 

The following table presents the changes in Level 3 instruments for the year ended June 30, 2014 and

 
 Financial assets 
 at fair value 
 through income 
 Equity securities 
 $ 
June 30, 2014  
At beginning of year   4,356,782 
Loss recognized in profit and loss  (337) 
Other changes 51,663 
At end of year  4,408,108 

  
June 30, 2013  
At beginning of year   4,432,840 
Transfers from Level 3 (42,750) 
Sale of securities  (29,861) 
Loss recognized in profit and loss (3,447) 
At end of year  4,356,782 

The Group‟s objectives when managing capital are to safeguard its ability to continue as a going concern
 and to meet its statutory obligation to pensioners and contributors.  
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5. Critical Accounting Estimates and Judgements 

Impairment of Loans and Advances  

The Group reviews its loan portfolio to assess impairment annually. 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. The methodology 
and assumptions used for estimating both the amount and timing of future cash flows are reviewed 
regularly to reduce any differences between loss estimates and actual loss experience.  

Held-to-maturity Investments  

The Group follows the guidance of IAS 39 on classifying non-derivative financial assets with fixed or 
determinable payments and fixed maturity as held-to-maturity. This classification requires significant 
judgement. In making this judgement, the Group evaluates its intention and ability to hold such 
investments to maturity. If the Group fails to keep these investments to maturity other than for the 
specific circumstances – for example, selling an insignificant amount close to maturity – it will be 
required to reclassify the entire class as available-for-sale. The investments would therefore be 
measured at fair value not amortised cost. If the entire held-to-maturity investments are tainted, the 
carrying value would decrease by $12,936,602 (2013 - $13,414,808) with a corresponding entry in the 
fair value reserve in reserves.  

Basis of Allocation of Income and Expenditure  

The Group allocates income and expenditure to short-term and long-term benefits in accordance with 
the approved recommendations of the actuarial review. This allocation involves the use of estimates 
concerning factors such as demographic, economic and financial assumptions. Assumptions to project 
benefits and expenses are based on the Group‟s experience and are updated in each actuarial review.  

Fair Value of Investment Properties  

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

The fair value of buildings included in investment properties as at June 30, 2014 is determined by using 
valuation techniques. The Group uses its judgement to select a variety of methods and make 
assumptions that are mainly based on market conditions existing at the end of each reporting period. 
Fair value of buildings is estimated by discounting expected rentals at market yields. If net cash flows 
had been 5% higher/lower with all variables held constant, the fair value of investment properties 
determined using the valuation model would have been $7,867,430 higher/lower (2013 - $4,432,947).
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6. Cash and Cash Equivalents 

 
2014 2013 

 
$ $ 

Cash at bank and in hand 75,331,135 32,719,012 
Short-term deposits 13,000,256 12,533,494 

 
88,331,391 45,252,506 

 
2014 2013 

 
$ $ 

Cash and cash equivalents 88,331,391 45,252,506 

 
7. Financial Assets 

The Group‟s financial assets are summarised by measurement category in the table below:- 

 
2014 2013 

 
$ $ 

Fair value through income 262,535,568 247,814,433 
Loans and receivables 267,120,510 272,301,585 
Investment securities 

 
 

 
The assets comprised in each of the categories above are detailed in the tables below: 

 
2014 2013 

 
$ $ 

Financial assets at fair value through income 
 

 
Equity securities 

 
 

 - Listed 190,529,040 179,268,718 
Debt securities 

 
 

 - Listed 72,006,528 68,545,715 

 
262,535,568 247,814,433 

 
Equity securities classified at fair value through income are designated in this category upon initial 
recognition.  There are no non-derivative financial assets held for trading. 

Debt securities bear interest rates ranging from 1.5% - 9.75% (2013 – 1.7% - 9.75%).

 - Held–to-maturity 406,998,685 364,594,298 
 - Loans and receivables 514,824,325 537,614,647 
 - Available-for-sale 751,880 751,880 
Total financial assets 1,452,230,968 1,423,076,843 

For the purpose of the Statement of Cash Flows, cash and cash equivalents comprise the following:- 

 
The effective interest rate on short-term bank deposits ranges from 0% - 3.25% (2013: 0%-3.8%). 
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7. Financial Assets (Cont’d) 

The assets comprised in each of the categories above are detailed in the table below:- 

 
2014 2013 

 
$ $ 

Investment securities 
 

 
Debt securities at fixed interest rates 

 
 

 - Held –to-maturity - listed 406,998,685 364,594,298 
 - Loans and receivables - unlisted 514,824,325 537,614,647 

 
921,823,010 902,208,945 

Equity securities 
 

 
 - Available-for-sale - unlisted 751,880 751,880 
 
The breakdown of debt securities at fixed interest rates into current and non-current portion are shown 
below:- 

 
2014 2013 

 
$ $ 

Current portion 435,150,614 537,451,679 
Non-current portion 486,672,396 364,757,266 

 
921,823,010 902,208,945 

 
Debt securities bear interest rates ranging from 1.5% - 9.75% (2013 – 5% - 10.25%).  There were no debt 
securities and available-for-sale financial assets that were considered past due or impaired at the 
reporting date.
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8. Loans and Receivables 
 2014 2013 
 $ $ 
Loans and receivables   
Loans to Government of Saint Lucia and statutory bodies 74,083,332 75,722,965 
Provision for impairment on loans (31,251,823) (29,891,455) 
 42,831,509 45,831,510 
Other loans 160,349,685 166,037,974 
Provision for impairment (845,763) (653,916) 
 159,503,922 165,384,058 
 202,335,431 211,215,568 
Other advances and receivables   
Due from Government of Saint Lucia   
Other receivables 35,339,819 32,523,268 
Finance lease receivables 19,912,164 18,479,407 
Contributions receivable 257,775 1,165,707 
Provision for impairment (370,812) (370,812) 
 55,138,946 51,797,570 
Other receivables   
Contributions receivable 7,609,851 7,934,171 
Other receivables 2,370,921 1,549,751 
Provision for impairment  (334,639) (195,475) 
 9,646,133 9,288,447 
Total loans and receivables 267,120,510 272,301,585 

 

 
2014 2013 

 
$ $ 

Current portion 50,436,164 44,982,469 
Non-current portion 216,684,346 227,319,116 

 
267,120,510 272,301,585 

 
The estimated fair values of loans and receivables are the discounted amount of the estimated future 
cash flows expected to be received.  Expected cash flows are discounted at current market rates to 
determine fair value. 

Interest rates range from 2% - 8.75% (2013 – 2% - 8.75%). 
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8. Loans and Receivables (Cont’d) 

Allowance for Impairment 

Reconciliation of allowance account for losses on loans and receivables by class is as follows: 

 
Loans 

  
 

Statutory 
 

Balance at July 1, 2012  28,531,087 484,952 698,143 29,714,182 
Provision for loan impairment 1,360,368 168,964 - 1,529,332 
Loans recoveries - - (131,856) (131,856) 
At June 30, 2013 29,891,455 653,916 566,287 31,111,658 
 
The Group has recognised a loss of $1,691,379 (2013 - $1,397,476) for the impairment of its loans and 
receivables during the year ended June 30, 2014.  The losses have been included under expenses 
attributable to investment income in the Consolidated Statement of Comprehensive Income. 

9. Finance Lease Receivable 

 
2014 2013 

 
$ $ 

Due from Government of Saint Lucia   
Finance leases 19,273,177 17,441,856 
Unpaid charges 638,987 1,037,551 

 
19,912,164 18,479,407 

Finance leases – gross receivables 29,742,505 27,203,161 
Unearned finance income (9,830,341) (8,723,754) 

 
19,912,164 18,479,407 

Current receivables 2,775,906 2,831,109 
Non-current receivables 17,136,258 15,648,298 

 
19,912,164 18,479,407 

Gross receivables from finance leases   
No later than 1 year 4,763,945 4,691,651 
Later than 1 year and not later than 5 years 15,195,231 14,307,800 
Later than 5 years 9,783,329 8,203,710 

 
29,742,505 27,203,161 

Unearned future finance income on finance leases (9,830,341) (8,723,754) 
Net investment in finance leases 19,912,164 18,479,407 
The net investment in finance leases may be analysed as 
follows:   
No later than 1 year 2,775,906 2,831,109 
Later than 1 year and not later than 5 years 9,936,899 9,249,699 
Later than 5 years 7,199,359 6,398,599 

 
19,912,164 18,479,407 

Balance at July 1, 2013 29,891,455 653,916 566,287 31,111,658 
Provision for loan impairment 1,360,368 191,847 157,001 1,709,216 
Loans recoveries - - (17,837) (17,837) 
At June 30, 2014 31,251,823 845,763 705,451 32,803,037 

 

     Other  
                                                          bodies  Other      receivables Total  

                                                             $ $      $ $ 
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10. Investment Properties 

 
2014 2013 

 
$ $ 

Beginning of year 303,640,364 282,112,224 
Additions 18,224,507 22,840,383 
Disposals (308,430) (128,538) 
Decrease in fair value (3,629,038) (1,183,705) 
End of year 317,927,403 303,640,364 
 
The Group‟s investment properties are carried at fair value. Fair values of land included in investment 
properties are based on valuations performed by independent, professionally qualified valuers as at 
June 30, 2014 and 2013.  Fair value of investment properties are estimated by discounting expected 
rentals at market yields. 

The following amounts have been recognised in the Consolidated Statement of Comprehensive Income:- 

 
2014 2013 

 
$ $ 

Rental income 11,942,360 11,881,680 
Direct operating expenses arising from investment properties   
that generate rental income 4,828,838 3,955,145 
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June 30, 2013      
Furniture and 
equipment 1,505,546 (1,505,265) 281 4,587 (4,306) 

 
12. Trade and Other Accounts Payable 

 
2014 2013 

 
$ $ 

Trade payables 5,354,937 5,139,185 
Benefits payable 1,089,363 882,051 
Other payables 7,960,359 5,991,341 

 
14,404,659 12,012,577 

 

 
2014 2013 

 
$ $ 

Current 13,554,541 10,554,654 
Non-current 850,118 1,457,923 

 
14,404,659 12,012,577 

 

13. Borrowings 

 
2014 2013 

 
$ $ 

Bank borrowings - 10,741,133 
Redeemable preference shares - 1,850,000 
Total borrowings - 12,591,133 
Current - 1,850,000 
Non-current - 10,741,133 

 
- 12,591,133 

 
Borrowings from Bank of Saint Lucia Limited were settled through the restructuring of debt plan.

      Cost Depreciation   Value Proceeds loss 
      $ $ $ $ $ 
June 30, 2014      
Motor vehicles 237,700 (237,700) - 54,860 (54,860) 
Computer hardware 795 (795) - - - 
Furniture and 
equipment 80,037 (75,037) 5,000 40,000 (35,000) 
 318,532 (313,532) 5,000 94,860 (89,860) 

11. Property, Plant and Equipment (Cont’d) 

Gain on Disposal 

  Accumulated      Net Book  (Gain)/ 
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14. Principal Subsidiary Undertakings 

 
% % 

St. Lucia Mortgage Finance Company Limited 75 75 
Castries Car Park Facility Limited 100 100 
National Insurance Property Development and 
     Management Company Ltd. (NIPRO) 100 100 
Blue Coral Limited 100 66 2/3 
 

All holdings are in the ordinary share capital of the undertaking concerned. The companies noted above 
are all incorporated and domiciled in Saint Lucia. 

15. Reserves 

 
Statutory Portfolio  

 
Reserve Risk Reserve Total 

 
$ $ $ 

 

Statutory Reserve 

This reserve is maintained in accordance with Section 14(1) of the Banking Act, 1991 which requires 

Excess Loan Fees 

It is the policy of St. Lucia Mortgage Finance Company Limited to provide finance not exceeding 80% of 
the value of the asset. If finance is in excess of 80%, an additional charge of 2.5% of the loan amount is 
requested and kept as a reserve. In prior years, these fees were recognised as income when the loans 
were repaid. In the current year the deferred excess loan fees were transferred to the loan balances 
and it will be accounted for as an adjustment to the effective interest rate of the corresponding loan. 

Portfolio Risk Reserve 

This reserve represents amounts set aside for impairment losses on loans and advances to comply with 
the Prudential Credit Guidelines issued by the Eastern Caribbean Central Bank (ECCB) in addition to 
those losses that have been recognised under IAS 39. The Prudential Credit Guidelines require a 
provision to be made in respect of the portion of the portfolio where loans are three payments or more 
in arrears. 

No further regulatory provision was required as at June 30, 2014.

2014 2013 
 

By letter dated 23rd July, 2009, the ECCB clarified that only when the regulatory requirement for loan 
loss provisions exceeds provisions determined for accounting purposes are licensees required to 
establish a special reserve for the amount by which the regulatory requirement exceeds that computed 
under the applicable accounting standard. 

Balances as at June 30, 2012 1,326,465 189,835 1,516,300 
Transfer to statutory reserve 60,432 (52,376) 8,056 
Balances as at June 30, 2013 1,386,897 137,459 1,524,356 
Transfer to statutory reserve 52,224 (90,000) (37,776) 
Balances as at June 30, 2014 1,439,121 47,459 1,486,580 

that every licensed financial institution maintain a reserve fund and shall, out of its net profit of each 
year, transfer to that fund a sum equal to not less than 20% of such profits whenever the amount of the
 fund is less than one hundred percent of the paid-up capital of the financial institution. 
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16. Short-term and Long-term Benefits Fund 

Short-term benefits fund is held to cover sickness benefit, maternity allowance and grant, funeral 
grant, employment injury benefit, hospitalization and medical benefits in respect of qualifying persons. 

Long-term benefits fund is held to cover retirement pensions, retirement grants, death and 
disablement, invalidity and survivors‟ benefits in respect of qualifying persons. 
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19. Expenses by Nature 

 
2014 2013 

 
$ $ 

Administrative and general expenses   
Employee benefits 8,778,685 8,033,281 
Electricity, water and sewage 1,422,215 1,426,556 
Rent 1,126,256 1,108,918 
Repairs and maintenance 974,370 1,749,650 
Property tax 729,668 378,794 
Professional and legal fees 688,551 365,230 
Depreciation 519,934 566,560 
Insurance 445,518 482,028 
Contribution to National Community Foundation 400,000 400,000 
Public relations 370,792 321,310 
Postage and telephone 343,772 320,348 
Security 284,411 277,817 
Stationery and printing 253,829 299,385 
Audit fees 178,294 193,065 
Motor vehicle expenses 149,604 154,242 
Subscriptions 145,613 109,712 
Donations 101,400 2,429 
Board expenses 99,871 101,110 
Overseas meetings and conferences 98,116 81,972 
Bank charges 86,190 60,453 
Management fees 26,384 39,069 
Office and general expenses 22,548 28,027 
Other 134,670 115,882 
 17,380,691 16,615,838 
Expenses attributable to investment income   
Repairs and maintenance 3,184,413 2,237,695 
Employee benefits 2,460,695 2,159,879 
Provision for loan impairment 1,691,379 1,397,476 
Bond premium 1,387,561 - 
Insurance 603,645 617,285 
Electricity, water and sewage 599,011 548,384 
Security services 441,769 551,781 
Subcontractor fees 361,074 835,106 
Professional and legal fees 213,934 305,653 
Depreciation 176,516 148,703 
Foreign exchange loss 142,234 - 
Overseas meetings and conferences 98,116 81,973 
Bad debts 62,887 51,167 
Audit fees 62,576 83,507 
Board expenses 60,526 45,874 
Motor vehicle expenses 34,447 34,659 
 11,580,783 9,099,142 
Total administrative and general expenses and    
Expenses attributable to investment income 28,961,474 25,714,980 
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19. Expenses by Nature (Cont’d) 

 
2014 2013 

 
$ $ 

Administrative and general expenses and expenses   
attributable to investment income   
Employee benefits 11,239,380 10,193,160 
Repairs and maintenance 4,158,783 3,987,345 
Electricity, water and sewage 2,021,226 1,974,940 
Provision for loan impairment 1,691,379 1,397,476 
Bond premium 1,387,561 - 
Rent 1,126,256 1,108,918 
Insurance 1,049,163 1,099,313 
Professional and legal fees 902,485 670,883 
Property taxes 729,668 378,794 
Security services 726,180 829,598 
Depreciation 696,450 715,263 
Contribution to National Community Foundation 400,000 400,000 
Public relations 370,792 321,310 
Subcontractor fees 361,074 835,106 
Postage and telephone 343,772 320,348 
Stationery and printing 253,829 299,385 
Audit fees 240,870 276,572 
Overseas meetings and conferences 196,232 163,945 
Motor vehicle expenses 184,051 188,901 
Board expenses 160,397 146,984 
Subscriptions 145,613 109,712 
Foreign exchange loss 142,234 - 
Bank charges 86,190 60,453 
Bad debts 62,887 51,167 
Management fees 26,384 39,069 
Office and general expenses 22,548 28,027 
Medical board fees 17,323 9,112 
Scholarships and quiz sponsorships 36,404 27,564 
Donations 101,400 2,429 
Other 80,943 79,206 
 28,961,474 25,714,980 
 

20. Employee and Management Costs 

 
2014 2013 

 
$ $ 

 
 

Salaries 9,830,912 8,889,244 
Gratuities 456,918 396,800 
Other staff costs 951,550 907,116 
 11,239,380 10,193,160 
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21. Investment Income – Net 

 
2014 2013 

 
$ $ 

Cash and cash equivalents interest income 2,752,571 3,463,773 
Fair value through income: 

 
 

- Dividend income 4,242,077 3,951,981 
- Fair value (losses)/gains on equity/debt securities (6,660,013) 45,683,089 
- Interest income on debt securities 2,163,350 1,428,267 
Loans and receivables interest income 20,823,621 20,762,811 
Investment securities interest income   
- Held-to-maturity 24,958,998 21,297,160 
- Loans and receivables 21,743,656 21,833,589 
Rental income 11,942,360 11,881,680 
Development income 16,691 61,454 
Maintenance fees 758,949 1,087,148 
Parking fees 440,748 499,126 
Management fees 11,055 701,031 
 83,194,063 132,651,109 
Expenses attributable to investment income (11,580,783) (9,099,142) 
 71,613,280 123,551,967 
 

22. Related Party Transactions 

The following transactions were carried out with related parties:- 
 2014 2013 
 $ $ 
Finance lease interest income 2,211,963 2,044,514 
Rental income 4,731,015 4,731,015 
Interest income 3,486,491 4,240,930 

Key management compensation is as follows:- 
Salaries and wages 2,592,659 2,430,397 
Other benefits 404,129 389,995 
 2,996,788 2,820,392 
Year-end balances with related parties are as follows:- 

Loans to Government of St. Lucia and Statutory Bodies 
 

 
Held-to-maturity investment securities 343,803,543 286,619,060 
Loans 42,831,509 45,831,510 
Other advances and receivables 34,969,007 32,152,456 
Contributions receivable 257,775 1,165,707 
Finance lease receivable 19,912,164 18,479,407 
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23. Taxation 

 
2014 2013 

 
$ $ 

Current tax - 88,944 
Deferred tax (4,545) (696) 
 (4,545) 88,248 

 
The tax on the Group‟s income before taxation for the year differs from the theoretical amount that 
would arise using the weighted average tax rate applicable to profits of the consolidated companies as 
follows: 

 
2014 2013 

 
$ $ 

Excess of income over expenditure before income tax 98,116,882 139,804,211 
Tax calculated at domestic tax rates applicable to income of the 
respective companies 29,435,065 41,941,263 
Tax effect of exempt income (29,439,610) (42,886,548) 
Effect of tax losses not recognised in the prior year - 1,033,533 
 (4,545) 88,248 

 
The weighted average applicable tax rate was 0.005% (2013 – 0.063%). 

Deferred tax liability 

The Group has recognised deferred tax relating to the subsidiary company, NIPRO which is detailed 
below: 

 
2014 2013 

 
$ $ 

Accelerated capital allowance 8,412 12,957 

The movement on the deferred income tax account is as follows:   

At beginning of year 12,957 13,653 
Consolidated Statement of Comprehensive Income credit (4,545) (696) 
At end of year 8,412 12,957 
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24. Actuarial Review 

Section 24 of the National Insurance Act requires an actuarial review of the National Insurance Fund to 
be conducted at least every five years. 

The tenth actuarial review of the National Insurance Fund as at June 30, 2010 was conducted by an 
Actuary of the International Labour Organisation. 

Key results of the financial and demographic projections based on the contribution and benefit 
provisions in place as of the valuation date: 

 The total population of St. Lucia is expected to increase from 165,568 in 2010 to 183,365 in 2038 
and decrease thereafter to 175,497 in 2060. 
 

 The employed population is expected to increase from 67,704 in 2010 to 88,776 in 2036, decreasing 
thereafter to 78,828 in 2060. 
 

 The aging of the general population will have a significant impact on the ratio of workers to 
retirees. Those aged 65 and over represent an increasing percentage of the total population, up 
from 8.6 percent in 2010 to 16.5% in 2035 and 24.6% in 2060. 
 

 Contribution income is expected to be sufficient to meet total expenditure through 2051. 
 

25. Commitments 

As at end of year, loans and receivables approved by the Group but not yet disbursed amounted to 
approximately $5,194,657 (2013 - $17,478,399). 

 The pay-as-you-go rate or the contribution rate that would be required to produce just enough 
income to meet expenditure if there is no fund will increase gradually from 6.1% in 2011 to over 
20% in the long term. This indicates that there will be a need to eventually increase the 
contribution rate of the branch in order to face its long-term cost. 

 Reserves are expected to begin decreasing in 2036 when total expenditure will begin to exceed 
total income for the first time. In 2051 projected reserves will be exhausted unless relevant 
measures are taken to reverse the projected trend. 
 

 The NIC is relatively young, so the long-term benefits branch has not yet reached a state of 
maturity and the cost of pensions expressed as a percentage of insurable earnings is still 
increasing. In 2011, the annual expenditure represented 6.1% of total insurable earnings and will 
gradually increase to 28.7% in 2063. 
 



STATISTICAL 
APPENDIX

The following Statistics have been 
prepared on a cash basis.
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Table 1

Contribution Received by Economic Sector: 2009/14

Economic Sector	

 

Financial Year

09-10 10-11 11-12 12-13 13-14

Agriculture, Hunting, Forestry and 
Fishing

 

1,095,453 1,148,116 1,475,258 1,173,503 1,273,790

Mining and Quarrying

 

330,762 245,398 371,534 321,526 277,059

Manufacturing

 

6,115,924 5,857,336 5,685,074 6,210,340 6,274,701

Electricity, Gas and Water Supply

 

2,599,119 2,717,816 2,918,090 3,085,859 3,283,195

Construction

 

3,408,351 2,760,690 3,443,517 3,415,825 3,255,130

Wholesale and Retail Trade

 

12,270,112 12,680,462 13,075,882 13,459,601 13,456,869

Restaurants and Hotels

 

16,729,316 17,382,015 20,111,069 19,535,921 20,872,134

Transport, Storage and 
Communication

 

5,899,065 6,786,060 6,521,535 6,721,774 7,136,680

Financial Intermediaries

 

7,577,899 7,650,617 8,313,101 7,789,677 7,957,179

Real Estate, Renting and Business 
Services

 

6,973,921 7,725,811 7,446,569 9,076,214 9,568,971

Public Administration and Defence, 
Compulsory Social Security, 
Education, Health and Social Work

 

 20,380,207  20,039,006  25,540,890  23,995,805  26,909,774

Community, Social and Personal 
Services,Households with 
Employed Persons and Extra-
Territorial Organisations and 
Bodies

 7,552,389  6,120,003  6,987,350  6,726,121  6,500,605

Self-Employed 613,065

 

635,203

 

679,539

 

755,205

 

847,294

 

Voluntary Contributors 44,440

 

38,861

 

34,599

 

30,817

 

26,800

 

Activities not adequately defined

 

229,857

 

237,498

 

284,863

 

306,311

 

311,232

 

Total 91,819,880 92,024,893 102,888,870 102,604,498 107,951,413
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Table 2
	

Active Insured Persons by Economic Sector: 2009/14

Economic Sector

 

Financial Year

09-10 10-11 11-12 12-13 13-14

Agriculture, Hunting, Forestry and Fishing

 

940 958 820 852 879

Mining and Quarrying

 

144 144 161 176 183

Manufacturing

 

3,930 3,765 3,639 3,516 3,329

Electricity, Gas and Water Supply

 

738 755 808 821 887

Construction

 

3,081 2,820 3,079 2,633 1,907

Wholesale and Retail Trade

 

8,143 8,518 8,501 8,314 8,026

Restaurants and Hotels

 

8,447 8,960 9,370 9,399 9,459

Transport, Storage and Communication

 

3,329 3,444 3,400 3,574 3,403

Financial Intermediaries

 

2,855 2,830 2,862 2,825 2,817

Real Estate, Renting and Business Services

 

4,006 4,304 3,727 4,638 5,178

Public Administration and Defence, Compulsory 
Social Security, Education, Health and Social 
Work

 8,899 9,421  9,829  10,259  10,486

Community, Social and Personal Services, 
Household with Employed Persons and Extra-
Territorial Organisations and Bodies

 3,644 3,882  4,046  3,761  3,606

Self-Employed 1,010 1,052 1,086 1,123 1,161

Voluntary Contributors 92 84 75 66 61

Activities not adequately defined 258 290 294 341 380

Total 49,516 51,227 51,697 52,298 51,762
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Table 3

Active Employers by Economic Sector: 2010/14

Economic Sector

 

Financial Year Ending

June 
2010

June 
2011

June 
2012

June 
2013

June 
2014

Agriculture, Hunting, Forestry and Fishing 129 131 125 127 132

           

Mining and Quarrying 8 8 9 9 8

           

Manufacturing 257 261 259 256 250

           

Electricity, Gas and Water Supply 15 15 17 17 19

           

Construction 171 172 165 167 168

           

Wholesale and Retail Trade 623 644 639 633 625

           

Restaurants and Hotels 370 392 378 375 362

           

Transport, Storage and Communication 162 163 167 170 171

           

Financial Intermediaries 126 125 135 135 140

           

Real Estate, Renting and Business Services 392 386 394 398 405

           

Public Administration and Defence, Compulsory 
Social Security, Education, Health and Social Work

256 263  258 264 274

           

Community, Social and Personal Services, Households 
with Employed Persons and Extra-Territorial 
Organisations and Bodies

 895  914  933  955  923

           

Activities not adequately defined 191 210 202 208 192

Total 3,595 3,684 3,681 3,714 3,669



8 3  |  S t a t i s t i c a l  A p p e n d i x

Table 4

Contributing Employers by Economic Sector: 2009/14

Economic Sector

 

Financial Year

09-10 10-11 11-12 12-13 13-14

Agriculture, Hunting, Forestry and Fishing 117 114 110 107 107

           

Mining and Quarrying 7 8 8 8 7

 	          

Manufacturing 230 227 230 225 222

           

Electricity, Gas and Water Supply 15 14 17 19 19

           

Construction 126 124 127 136 117

           

Wholesale and Retail Trade 580 619 621 617 623

           

Restaurants and Hotels 316 340 329 316 326

           

Transport, Storage and Communication 150 148 158 155 151

           

Financial Intermediaries 118 117 122 127 130

           

Real Estate, Renting and Business Services 353 359 352 359 350

           

Public Administration and Defence, Compulsory Social 
Security, Education, Health and Social Work

251 266 261  265  271

           

Community, Social and Personal Services, Households 
with Employed Persons and Extra-Territorial 
Organisations and Bodies

892 910 930 921 903

           

Activities not adequately  defined 176 207 207 205 208

Total 3,331 3,453 3,472 3,460 3,434
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Table 5

Newly Registered Employers by Economic Sector: 2009/14

Economic Sector

 

Financial Year

09-10 10-11 11-12 12-13 13-14

Agriculture, Hunting, Forestry and Fishing 7 8 3 7 6

           

Mining and Quarrying 0 0 0 0 0

           

Manufacturing 28 18 15 26 20

           

Electricity, Gas and Water Supply 0 2 2 1 2

           

Construction 29 30 20 43 14

           

Wholesale and Retail Trade 56 72 46 67 58

           

Restaurants and Hotels 59 65 41 35 39

           

Transport, Storage and Communication 16 12 18 16 7

           

Financial Intermediaries 9 4 13 5 10

           

Real Estate, Renting and Business Services 42 44 35 40 30

           

Public Administration and Defence, Compulsory Social 
Security, Education, Health and Social Work

22 23 13  19  18

           

Community, Social and Personal Services, Households with 
Employed Persons and Extra-Territorial Organisations and 
Bodies

106 118  120 123 83

           

Activities not adequately  defined 63 73 39 38 32

Total 437 469 365 420 319
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Table 6
Short-Term Benefits Paid by Type: 2009/14

Short-Term Benefits

 

Financial Year

09-10 10-11 11-12 12-13 13-14

Employment Injury 74 132 145 166 157

Sickness Allowance 9,482 9,909 10,850 10,767 11,966

Maternity Allowance 813 778 866 921 892

Maternity Grant 847 772 937 923 917

Funeral Grant 238 245 235 286 306

Medical Expenses 47 77 74 90 63

Total 11,501 11,913 13,107 13,153 14,301

Table 7
Short-Term Benefits Expenditure by Type: 2009/14

Short-Term Benefits

 

Financial Year

09-10 10-11 11-12 12-13 13-14

Employment Injury 122,176 162,484 206,314 208,088 139,481

Sickness Allowance 3,602,593 3,847,781 4,482,785 4,568,549 5,089,859

Maternity Allowance 2,400,683 2,488,955 2,771,392 3,112,546 3,066,501

Maternity Grant 523,800 466,200 571,200 557,400 559,200

Funeral Grant 417,296 421,250 405,963 492,023 512,857

Medical Expenses 3,049,668 3,084,516 3,038,140 3,034,383 5,034,993

Total 10,116,216 10,471,187 11,475,793 11,972,990 14,402,891

Table 8
Long-Term Benefits Paid by Type: 2009/14

Long-Term Benefits

 

Financial Year

09-10 10-11 11-12 12-13 13-14

Retirement Pension 3,951 4,201 4,449 4,683 4,991

Survivors’ Pension 939 1,054 1,051 1,008 1,057

Invalidity Pension 354 396 432 475 509

Disablement Pension 13 12 13 13 16

Retirement Grant 350 394 490 494 543

Survivors’ Grant 50 42 56 61 65

Invalidity Grant 34 35 41 35 56

Disablement Grant 1 2 2 3 2

Total 5,692 6,136 6,534 6,772 7,239
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Table 9
Long-Term Benefits Expenditure by Type: 2009/14

Long-Term Benefits

 

Financial Year

09-10 10-11 11-12 12-13 13-14

Retirement Pension 30,977,728 35,576,734 38,311,420 40,825,761 43,650,230

Survivors’ Pension 4,521,268 4,804,159 5,242,406 5,951,723 6,155,834

Invalidity Pension 2,894,503 3,413,576 3,959,399 4,064,326 4,403,864

Disablement Pension 96,493 95,707 99,852 99,111 123,553

Retirement Grant 1,505,992 1,997,769 2,341,495 2,607,217 2,816,438

Survivors’ Grant 120,398 154,040 246,288 252,174 303,919

Invalidity Grant 107,389 190,539 197,093 173,385 253,953

Disablement Grant 40,651 34,604 23,394 57,661 18,948

Total 40,264,422 46,267,128 50,421,347 54,031,359 57,726,739

Table 10
Pensions Paid by Type: 2009/14

Pensions

 

Financial Year

09-10 10-11 11-12 12-13 13-14

Retirement Pension 3,951 4,201 4,449 4,683 4,991

Survivors’ Pension 939 1,054 1,051 1,008 1,057

Invalidity Pension 354 396 432 475 509

Disablement Pension 13 12 13 13 16

Total 5,257 5,663 5,945 6,179 6,573

Table 11
Pensions Expenditure by Type: 2009/14

Pensions

 

Financial Year

09-10 10-11 11-12 12-13 13-14

Retirement Pension 30,977,728 35,576,734 38,311,420 40,825,761 43,650,230

Survivors Pension 4,521,268 4,804,159 5,242,406 5,951,723 6,155,834

Invalidity Pension 2,894,503 3,413,576 3,959,399 4,064,326 4,403,864

Disablement Pension 96,493 95,707 99,852 99,111 123,553

Total 38,489,992 43,890,175 47,613,077 50,940,921 54,333,481
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Table 12
Pensions In-Payment by Type: 2009/14

Pensions

 

Financial Year

09-10 10-11 11-12 12-13 13-14

Retirement Pension 3,807 4,028 4,272 4,525 5,009

Survivors’ Pension 939 882 940 965 983

Invalidity Pension 351 356 396 432 485

Disablement Pension 8 12 13 12 13

Total 5,105 5,278 5,621 5,934 6,490

Table 13

Average Monthly Pensions by Type: 2009/14

Pensions

 

Financial Year

09-10 10-11 11-12 12-13 13-14

Retirement Pension 664.61 758.93 763.42 768.05 785.43

Survivors’ Pension 387.92 486.66 501.82 702.65 733.12

Invalidity Pension 724.78 803.18 811.69 856.30 806.25

Disablement Pension 565.00 653.58 657.58 704.92 634.15

Table 14
Benefits Expenditure by Type and Branch: 2009/14

Benefit Branch

 

Financial Year

09-10 10-11 11-12 12-13 13-14

Long-Term          

Retirement 32,483,720 37,574,502 40,652,915 43,432,978 46,466,668

Survivorship 4,641,666 4,958,199 5,488,694 6,203,897 6,459,753

Incapacitation 3,139,036 3,734,426 4,279,738 4,394,483 4,800,318

Sub-Total 40,264,422 46,267,128 50,421,347 54,031,359 57,726,739

           

Short-Term          

Employment Injury 122,176 162,484 206,314 208,088 139,481

Sickness Allowance 3,602,593 3,847,781 4,482,785 4,568,549 5,089,859

Maternity Allowance 2,400,683 2,488,955 2,771,392 3,112,546 3,066,501

Maternity Grant 523,800 466,200 571,200 557,400 559,200

Funeral Grant 417,296 421,250 405,963 492,023 512,857

Medical Expenses 3,049,668 3,084,516 3,038,140 3,034,383 5,034,993

Sub-Total 10,116,216 10,471,187 11,475,793 11,972,990 14,402,891

Total 50,380,638 56,738,314 61,897,140 66,004,348 72,129,630


