Independent Auditors’ Report
To the Shareholders of Republic Bank Limited

We have audited the accompanying separate financial statements of Republic Bank Limited (the ‘Bank’), which
comprise the statement of financial position as at September 30, 2015, and the statements of income,
comprehensive income, changes in equity and cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the separate financial statements in
accordance with International Financial Reporting Standards, and for such internal control as management
determines is necessary to enable the preparation of the separate financial statements that are free from
material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these separate financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the
separate financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgement, including the assessment of
the risks of material misstatement of the separate financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the separate financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of
the separate financial statements.

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

Opinion

In our opinion, the separate financial statements present fairly, in all material respects, the financial position of
the Bank as at September 30, 2015, and its financial performance and cash flows for the year then ended in
accordance with International Financial Reporting Standards.

?MP

6 0
Port of Spain,

TRINIDAD:
November 4, 2015
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Republic Bank Limited

Statement of Financial Position
As at September 30, 2015
Expressed in thousands of Trinidad and Tobago dollars ($°000)

ASSETS Notes 2015 2014
Cash and cash equivalents 400,121 377,216
Statutory deposits with Central Bank 4,364,178 4,050,897
Due from banks 5,475,415 7,581,543
Treasury Bills 2,601,046 3,694,953
Investment interest receivable 23,282 21,952
Advances 4 22,219,302 19,162,197
Investment securities 5 2,581,295 2,016,732
Investment in associated companies 6 93,409 391,176
Investment in subsidiaries 2,623,364 1,870,976
Premises and equipment 7 1,144,438 991,993
Net pension assets 8 1,206,155 1,279,876
Deferred tax assets 9 128,105 136,099
Taxation recoverable 4,954 4,954
Other assets 10 1,631,308 436,786
TOTAL ASSETS 44,496,372 42,017,350
LIABILITIES AND EQUITY

LIABILITIES

Due to banks 393,980 47,767
Customers' current, savings and deposit accounts 11 34,208,222 32,550,652
Other fund raising instruments 12 22,445 8,638
Debt securities in issue 13 1,148,820 1,148,460
Provision for post-retirement medical benefits 8 372,796 412,897
Taxation payable 124,153 53,846
Deferred tax liabilities 9 348,946 367,862
Accrued interest payable 17,422 17,612
Other liabilities 14 1,086,129 1,107,946
TOTAL LIABILITIES 37,722,913 35,715,680
EQUITY

Stated capital 15 737,980 704,871
Statutory reserves 1,077,115 1,077,115
Other reserves 16 96,663 139,251
Retained earnings 4,861,701 4,380,433
TOTAL EQUITY 6,773,459 6,301,670
TOTAL LIABILITIES AND EQUITY 44,496,372 42,017,350

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

These financial statements were approved by the Board of Directors on November 4, 2015 and signed on its
behalf by:

Ronald F. deC. Harford, David Dulal-Whiteway, ?
Chairman Managing Director
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Republic Bank Limited Republic Bank Limited

Statement of Income Statement of Comprehensive Income
For the year ended September 30, 2015 For the year ended September 30, 2015
Expressed in thousands of Trinidad and Tobago dollars ($°000) Expressed in thousands of Trinidad and Tobago dollars ($°000)

Notes 2015 2014 Note 2015 2014
Interest income 17 (a) 1,723,769 1,586,780 . .
Interest expense 17 (b) (147,450) (146,674) Net profit after tax:cltu).n 1,119,226 952,994

. . Other comprehensive income:
Net m.terest income 1,576,319 1,440,106 Items of other comprehensive loss that may be reclassified
Other income 17(c) 1,309,707 1,301,075 to profit or loss in subsequent periods (net of tax):
2,886,026 2,741,181 Net loss on available-for-sale investments (12,520) (119,733)

Operating expenses 17 (d) (1,483,017) (1,509,804)

Items of other comprehensive income that will not be reclassified

Operating profit 1,403,009 1,231,377 to profit or loss in subsequent periods (net of tax):

Loan impairment recovery/(expense) 4 (b)(ii) 8,441 (30,543) p quent p (1 ):

Net profit before taxation 1,411,450 1,200,834 Re-measurement gains/(losses) on defined benefit plans 8 (h) 34,568 (46,032)
Taxation expense 18 (292,224) (247,840)

Net profit after taxation 1,119,226 952,994 Total other comprehensive income/(loss) for the year, net of tax 22,048 (165,765)

The accompanying notes form an integral part of these financial statements. Total comprehensive income for the year, net of tax 1,141,274 787,229

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

Republic Bank Limited
Statement of Changes in Equity

For the year ended September 30, 2015
Expressed in thousands of Trinidad and Tobago dollars ($'000)

Stated Statutory Other Retained Total

capital reserves reserves earnings equity
Balance at October 1, 2013 649,932 944,477 269,913 4,260,988 6,125,310
Total comprehensive (loss)/income for the year - - (119,733) 906,962 787,229
Issue of shares (Note 15) 46,789 - - - 46,789
Share-based payment 8,150 - - - 8,150
Shares purchased for profit sharing scheme - - (71,050) - (71,050)
Allocation of shares (Note 16) - - 52,184 - 52,184
Transfer to general contingency reserve (Note 16) - - 7,937 (7,937) -
Transfer to statutory reserves - 132,638 - (132,638) -
Other - - - 38,310 38,310
Dividends (Note 25) - - - (685,252) (685,252)
Balance at September 30, 2014 704,871 1,077,115 139,251 4,380,433 6,301,670
Total comprehensive (loss)/income for the year - - (12,520) 1,153,794 1,141,274
Issue of shares (Note 15) 27,374 - - - 27,374
Share-based payment 5,735 - - - 5,735
Shares purchased for profit sharing scheme - - (67,414) - (67,414)
Allocation of shares (Note 16) - - 49,200 - 49,200
Transfer from general contingency reserve (Note 16) - - (11,854) 11,854 -
Other - - - 3,217 3,217
Dividends (Note 25) - - - (687,597) (687,597)
Balance at September 30, 2015 737,980 1,077,115 96,663 4,861,701 6,773,459

The accompanying notes form an integral part of these financial statements
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Republic Bank Limited

Statement of Cash Flows
For the year ended September 30, 2015
Expressed in thousands of Trinidad and Tobago dollars ($°000)

Republic Bank Limited

Notes to the Separate Financial Statements
For the year ended September 30, 2015
Expressed in thousands of Trinidad and Tobago dollars ($'000), except where otherwise stated

Notes 2015 2014
Operating activities
Net profit before taxation 1,411,450 1,200,834
Adjustments for:
Depreciation 7 93,817 100,320
Loan impairment recovery/(expense) 4 (b)(ii) (8,441) 30,543
Investment in subsidiary impairment expense - 185,000
Translation difference 14,485 50,109
Loss/(gain) on sale of premises and equipment 1,863 (4,700)
Realised gain on investment securities - (251,333)
Stock option expense 15 5,735 8,150
Increase in employee benefits 79,710 69,831
Increase in advances (3,057,105) (2,064,495)
Increase in customers’ deposits and other fund raising instruments 1,671,376 2,694,606
Increase in statutory deposits with Central Bank (313,281) (554,622)
Increase in other assets and investment interest receivable (1,195,853) (178,971)
(Decrease)/increase in other liabilities and accrued interest payable (22,007) 67,083
Taxes paid, net of refund (240,001) (335,610)
Cash (used in)/provided by operating activities (1,558,251) 1,016,745
Investing activities
Purchase of investment securities (2,147,096) (1,288,523)
Redemption of investment securities 1,559,611 1,177,527
Additions to premises and equipment 7 (251,126) (136,456)
Proceeds from sale of premises and equipment 3,000 10,870
Cash used in investing activities (835,611) (236,582)
Financing activities
Decrease in balances due to other banks 346,213 406
Increase in investment in subsidiary (454,621) (14,950)
Repayment of debt securities - (149,670)
Proceeds from share issue 15 27,374 46,789
Shares purchased for profit sharing scheme 16 (67,414) (71,050)
Allocation of shares to profit sharing plan 16 49,200 52,184
Dividends paid to shareholders of the parent 25 (684,380) (685,252)
Amortised prepaid cost 360 330
Cash used in financing activities (783,268) (821,213)
Net decrease in cash and cash equivalents (3,177,130) (41,050)
Cash and cash equivalents at beginning of year 11,653,712 11,694,761
Cash and cash equivalents at end of year 8,476,582 11,653,712
Cash and cash equivalents at end of year are
represented by:
Cash on hand 400,121 377,216
Due from banks 5,475,415 7,581,543
Treasury Bills - original maturities of three months or less 2,601,046 3,694,953
8,476,582 11,653,712
Supplemental information:
Interest received during the year 1,711,618 1,583,107
Interest paid during the year 147,640 146,738
Dividends received 17 (c) 281,139 133,068

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

PAGE 3

Corporate information

Republic Bank Limited (the 'Parent’) is incorporated in the Republic of Trinidad and Tobago and was
continued under the provision of the Companies Act, 1995 on March 23, 1998. Its registered office is located
at Republic House, 9-17 Park Street, Port of Spain.

The Bank has 15 subsidiaries and three associated companies. The Bank is engaged in a wide range of
banking, financial and related activities in Trinidad and Tobago, the Caribbean and Ghana. A full listing of the
Bank's subsidiary companies is detailed in Note 27 while associate companies are listed in Note 6. Republic
Bank Limited is the ultimate Parent of the Group and is listed on the Trinidad and Tobago Stock Exchange.

Until October 31, 2012, the CL Financial Group held through its various subsidiaries, 51.4% of the shares of
Republic Bank Limited, of which Colonial Life Insurance Company (Trinidad) Limited (CLICO) and CLICO
Investment Bank Limited (CIB) combined, held 51.1%.

CLICO Investment Bank Limited (CIB) which owned together with its subsidiary First Company Limited
18.3% of the shareholding of Republic Bank Limited was on October 17,2011 ordered by the High Court to
be wound up and the Deposit Insurance Company appointed liquidator. Accordingly, this 18.3%
shareholding is under the control of the Deposit Insurance Company.

On November 1, 2012, 24.8% of Republic Bank formerly owned by Colonial Life Insurance Company
(Trinidad) Limited (CLICO) was transferred into an investment fund launched by the Government of the
Republic of Trinidad and Tobago and called the CLICO Investment Fund (‘the Fund'). The Trustee of the Fund
is the CLICO Trust Corporation Limited which holds the 24.8% shareholding in Republic Bank Limited in trust
solely for the benefit of subscribing Unit holders of the Fund. The Fund is as a consequence the largest
shareholder in Republic Bank Limited.

Effective November 1, 2012, the CL Financial Group is no longer considered a related party of Republic Bank
Limited.

Significant accounting policies

The principal accounting policies applied in the preparation of these separate financial statements are set
out below. These policies have been consistently applied across the Bank.

2.1 Basis of preparation

The financial statements of the Bank are prepared in accordance with International Financial Reporting
Standards (IFRS) and are stated in Trinidad and Tobago dollars. These separate financial statements
have been prepared on a historical cost basis, except for the measurement at fair value of investment
securities classified as available-for-sale and at fair value through profit or loss financial instruments.
The preparation of separate financial statements in conformity with International Financial Reporting
Standards requires management to make estimates and assumptions. Actual results could differ from
those estimates. Significant accounting judgements and estimates in applying the Bank’s accounting
policies have been described in Note 3.

2.2 Changes in accounting policies
i) New accounting policies/improvements adopted

The accounting policies adopted in the preparation of the separate financial statements are consistent
with those followed in the preparation of the Bank’s annual financial statements for the year ended
September 30, 2014, except for the adoption of new standards and interpretations noted below:

IFRS 10, IFRS 12 and IAS 27 - Investment Entities (Amendments) (effective January 1, 2014)

The amendments apply to investments in subsidiaries, joint ventures and associates held by a reporting
entity that meets the definition of an investment entity. The concept of an investment entity is new to
IFRS. The amendments represent a significant change for investment entities, which are currently
required to consolidate investees that they control. Significant judgement of facts and circumstances
may be required to assess whether an entity meets the definition of investment entity. The adoption and
amendments to these standards had no impact on the financial position or performance of the Bank.
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Republic Bank Limited

Notes to the Separate Financial Statements
For the year ended September 30, 2015
Expressed in thousands of Trinidad and Tobago dollars ($’000), except where otherwise stated

2. Significant accounting policies (continued)

2.3
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2.2 Changes in accounting policies (continued)

i) New accounting policies/improvements adopted (continued)

IAS 19 - Defined Benefit Plans: Employee Contributions - Amendments to IAS 19

(effective July 1, 2014)

IAS 19 requires an entity to consider contributions from employees or third parties when accounting
for defined benefit plans. IAS 19 requires such contributions that are linked to service to be attributed
to periods of service as a negative benefit.

The amendments clarify that, if the amount of the contributions is independent of the number of years
of service, an entity is permitted to recognise such contributions as a reduction in the service cost in
the period in which the service is rendered, instead of allocating the contributions to the periods of
service. Examples of such contributions include those that are a fixed percentage of the employee’s
salary, a fixed amount of contributions throughout the service period, or contributions that depend on
the employee’s age.

These changes provide a practical expedient for simplifying the accounting for contributions from
employees or third parties in certain situations.

IAS 32 - Offsetting Financial Assets and Financial Liabilities (effective January 1, 2014)
These amendments clarify the meaning of the phrase 'currently has a legally enforceable right to
set-off' by stating that rights of set-off must not only be legally enforceable in the normal course of
business, but must also be enforceable in the event of default and the event of bankruptcy or
insolvency of all of the counterparties to the contract, including the reporting entity itself. The
amendments also clarify that rights of set-off must not be contingent on a future event. The
amendments also clarify the application of the IAS 32 offsetting criteria to settlement systems (such
as central clearing house systems) which apply gross settlement mechanisms that are not
simultaneous.

IAS 36 - Recoverable Amount Disclosures for Non-Financial Assets - Amendments to IAS 36
(effective January 1, 2014)

The amendments clarify the disclosure requirements in respect of fair value less costs of disposal.
When IAS 36 Impairment of Assets was originally changed as a result of IFRS 13, the IASB intended
to require disclosure of information about the recoverable amount of impaired assets if that amount
was based on fair value less costs to sell. An unintended consequence of the amendments was that
an entity would be required to disclose the recoverable amount for each cash-generating unit for
which the carrying amount of goodwill or intangible assets with indefinite useful lives allocated to
that unit was significant in comparison to the entity's total carrying amount of goodwill or intangible
assets with indefinite useful lives. This requirement has been deleted by the amendment. However,
the IASB has added two disclosure requirements:

Additional information about the fair value measurement of impaired assets when the recoverable
amount is based on fair value less costs of disposal.

Information about the discount rates that have been used when the recoverable amount is based on
fair value less costs of disposal using a present value technique. The amendments harmonise
disclosure requirements between value in use and fair value less costs of disposal.

IFRIC 21 - Levies (effective January 1, 2014)

IFRIC 21 is applicable to all levies other than outflows that are within the scope of other standards
(e.g. IAS 12) and fines or other penalties for breaches of legislation. Levies are defined in the
interpretation as outflows of resources embodying economic benefits imposed by government on
entities in accordance with legislation.

The interpretation clarifies that an entity recognises a liability for a levy when the activity that triggers
payment, as identified by the relevant legislation, occurs. It also clarifies that a levy liability is accrued
progressively only if the activity that triggers payment occurs over a period of time, in accordance
with the relevant legislation. For a levy that is triggered upon reaching a minimum threshold, the
interpretation clarifies that no liability is recognised before the specified minimum threshold is
reached.

Standards in issue not yet effective

The following is a list of standards and interpretations issued that are not yet effective up to the date of
issuance of the Bank’s financial statements. The Bank reasonably expects these standards and
interpretations to be applicable at a future date and intends to adopt those standards and
interpretations when they become effective.

The Bank is currently assessing the impact of adopting these standards and interpretations since the
impact of adoption depends on the assets held by the Bank at the date of adoption, it is not practical to
quantify the effect at this time.

IAS 1 Disclosure Initiative - Amendments to IAS 1 (effective January 1, 2016)

The amendments to IAS 1 Presentation of Financial Statements clarify, rather than significantly change,

existing IAS 1 requirements, the amendments clarify the following:

e The materiality requirements in IAS 1

o That specific line items in the statement of income and OCI and the statement of financial position
may be disaggregated

 That entities have flexibility as to the order in which they present the notes to financial statements

 That the share of OCI of associates and joint ventures accounted for using the equity method must be
presented in aggregate as a single line item, and classified between those items that will or will not
be subsequently reclassified to the statement of income.

Furthermore, the amendments clarify the requirements that apply when additional subtotals are
presented in the statement of financial position and the statement of income and other comprehensive
income.

These amendments are intended to assist entities in applying judgement when meeting the
presentation and disclosure requirements in IFRS and do not affect recognition and measurement.

IAS 16 and IAS 38 - Clarification of Acceptable Methods of Depreciation and Amortisation -
Amendments to IAS 16 and IAS 38 (effective January 1, 2016)

The amendments clarify the principle in IAS 16 Property, Plant and Equipment and IAS 38 Intangible
Assets that revenue reflects a pattern of economic benefits that are generated from operating a
business (of which the asset is part) rather than the economic benefits that are consumed through use
of the asset. As a result, the ratio of revenue generated to total revenue expected to be generated
cannot be used to depreciate property, plant and equipment and may only be used in very limited
circumstances to amortise intangible assets.

Entities currently using revenue-based amortisation methods for property, plant and equipment will
need to change their current amortisation approach to an acceptable method, such as the diminishing
balance method, which would recognise increased amortisation in the early part of the asset’s useful
life. Revenue generated may be used to amortise an intangible asset only in very limited circumstances.

IFRS 9 - Financial Instruments: Classification and Measurement (effective January 1, 2018)
IFRS 9 as issued reflects the first phase of the IASB’s work on the replacement of IAS 39 and applies to
classification and measurement of financial assets and liabilities as defined in IAS 39. In subsequent
phases, the Board will address impairment and hedge accounting. The application of IFRS 9 may
change the measurement and presentation of many financial instruments, depending on their
contractual cash flows and business model under which they are held. The impairment requirements
will generally result in earlier recognition of credit losses. The new hedging model may lead to more
economic hedging strategies meeting the requirements for hedge accounting.

IFRS 10, IFRS 12 and IAS 28 - Investment Entities: Applying the Consolidation Exception -
Amendments to IFRS 10, IFRS 12 and IAS 28 (effective January 1, 2016)

The amendments address issues that have arisen in applying the investment entities exception under
IFRS 10. The amendments to IFRS 10 clarify that the exemption (in IFRS 10.4) from presenting
consolidated financial statements applies to a parent entity that is a subsidiary of an investment entity,
when the investment entity measures all of its subsidiaries at fair value.

Furthermore, the amendments to IFRS 10 clarify that only a subsidiary of an investment entity that is
not an investment entity itself and that provides support services to the investment entity is
consolidated. All other subsidiaries of an investment entity are measured at fair value.

The amendments to IAS 28 allow the investor, when applying the equity method, to retain the fair value
measurement applied by the investment entity associate or joint venture to its interests in subsidiaries.

The amendments to IFRS 10 and IAS 28 provide helpful clarifications that will assist preparers in
applying the standards more consistently. However, it may still be difficult to identify investment entities
in practice when they are part of a multilayered group structure.

IFRS 10 and IAS 28 - Sale or Contribution of Assets between an Investor and its Associate or
Joint Venture - Amendments to IFRS 10 and IAS 28 (effective January 1, 2016)

The amendments address the conflict between IFRS 10 and IAS 28 in dealing with the loss of control of
a subsidiary that is sold or contributed to an associate or joint venture. The amendments clarify that the
gain or loss resulting from the sale or contribution of assets that constitute a business, as defined in
IFRS 3 Business Combinations, between an investor and its associate or joint venture, is recognised in
full. Any gain or loss resulting from the sale or contribution of assets that do not constitute a business,
however, is recognised only to the extent of unrelated investors’ interests in the associate or joint
venture.
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Republic Bank Limited

Notes to the Separate Financial Statements
For the year ended September 30, 2015
Expressed in thousands of Trinidad and Tobago dollars ($’000), except where otherwise stated

2. Significant accounting policies (continued)

2.3 Standards in issue not yet effective (continued)

IFRS 10 and IAS 28 - Sale or Contribution of Assets between an Investor and its Associate or
Joint Venture - Amendments to IFRS 10 and IAS 28 (effective January 1, 2016) (continued)

The amendments will effectively eliminate diversity in practice and give preparers a consistent set of
principles to apply for such transactions. However, the application of the definition of a business is
judgemental and entities need to consider the definition carefully in such transactions.

IFRS 11 - Accounting for Acquisitions of Interests in Joint Operations - Amendments to IFRS 11
(effective January 1, 2016)

The amendments require an entity acquiring an interest in a joint operation in which the activity of the
joint operation constitutes a business to apply, to the extent of its share, all of the principles in IFRS 3,
and other IFRSs, that do not conflict with the requirements of IFRS 11. Furthermore, entities are
required to disclose the information required in those IFRSs in relation to business combinations.

The amendments also apply to an entity on the formation of a joint operation if and only if, an existing
business is contributed by the entity to the joint operation on its formation.

Furthermore, the amendments clarify that for the acquisition of an additional interest in a joint operation
in which the activity of the joint operation constitutes a business, previously held interests in the joint
operation must not be re-measured if the joint operator retains joint control.

The amendments to IFRS 11 increase the scope of transactions that would need to be assessed to
determine whether they represent the acquisition of a business or an asset, which would be highly
judgemental. Entities need to consider the definition carefully and select the appropriate accounting
method based on the specific facts and circumstances of the transaction.

IFRS 14 - Regulatory Deferral Accounts (effective January 1, 2016)

The standard requires disclosures on the nature of and risks associated with, the entity’s
rate-regulation and the effects of that rate-regulation on its financial statements. IFRS 14 allows an
entity, whose activities are subject to rate-regulation, to continue applying most of its existing
accounting policies for regulatory deferral account balances upon its first-time adoption of IFRS.
Existing IFRS preparers are prohibited from applying this standard. Also, an entity whose current GAAP
does not allow the recognition of rate-regulated assets and liabilities, or that has not adopted such

policy under its current GAAP, would not be allowed to recognise them on first-time application of IFRS.

Entities that adopt IFRS 14 must present the regulatory deferral accounts as separate line items on the
statement of financial position and present movements in these account balances as separate line
items in the statement of profit or loss and other comprehensive income.

IFRS 15 - Revenue from Contracts with Customers (effective January 1, 2016)

IFRS 15 replaces all existing revenue requirements in IFRS (IAS 11 Construction Contracts, IAS 18
Revenue, IFRIC 13 Customer Loyalty Programmes, IFRIC 15 Agreements for the Construction of Real
Estate, IFRIC 18 Transfers of Assets from Customers and SIC 31 Revenue — Barter Transactions
Involving Advertising Services) and applies to all revenue arising from contracts with customers. It also
provides a model for the recognition and measurement of disposal of certain non-financial assets
including property, equipment and intangible assets.

The standard outlines the principles an entity must apply to measure and recognise revenue. The core
principle is that an entity will recognise revenue at an amount that reflects the consideration to which
the entity expects to be entitled in exchange for transferring goods or services to a customer.

The standard requires entities to exercise judgement, taking into consideration all of the relevant facts
and circumstances when applying each step of the model to contracts with their customers.

The standard also specifies how to account for the incremental costs of obtaining a contract and the
costs directly related to fulfilling a contract.

The standard will affect entities across all industries. Adoption will be a significant undertaking for most
entities with potential changes to an entity’s current accounting, systems and processes.

2.4 Improvements to International Financial Reporting Standards
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The annual improvements process of the International Accounting Standards Board deals with
non-urgent but necessary clarifications and amendments to IFRS. The following amendments are
applicable to annual periods beginning on or after July 1, 2014.

IFRS Subject of Amendment

IAS16 -  Property, Plant and Equipment and IAS 38 Intangible Assets - Revaluation method -

proportionate restatement of accumulated depreciation/amortisation

IAS24 - Related Party Disclosures - Key management personnel
IAS40 - Investment Property - Interrelationship between IFRS 3 and IAS 40 (ancillary services)
IFRS2 -  Share-based Payment - Definitions of vesting conditions

IFRS3 -  Business Combinations - Accounting for contingent consideration in a
business combination

IFRS3 -  Business Combinations - Scope exceptions for joint ventures

IFRS8 -  Operating Segments - Aggregation of operating segments

IFRS8 -  Operating Segments - Reconciliation of the total of the reportable segments’ assets to the
entity's assets

IFRS 13 - Fair Value Measurement - Scope of paragraph 52 (portfolio exception)

2.5 Summary of significant accounting policies

a)

b)

©)

Cash and cash equivalents

For the purpose of presentation in the statement of cash flows, cash and cash equivalents consist
of highly liquid investments, cash at hand and at bank, Treasury Bills and bankers’ acceptances
with original maturities of three months or less.

Statutory deposits with Gentral Bank

Pursuant to the provisions of the Central Bank Act, 1964 and the Financial Institutions Act, 2008,
the Bank is required to maintain with the Central Bank of Trinidad and Tobago statutory balances
in relation to the deposit liabilities of the institutions. Other than Statutory Deposits of $4.4 billion
(2014: $4 billion), the Bank also holds Treasury Bills and other deposits of $5 billion (2014: $6
billion) with the Central Bank of Trinidad and Tobago as at September 30, 2015. Interest earned on
these balances for the year was $31.9 million (2014: $18.2 million).

Financial instruments

The Bank’s financial assets and financial liabilities are recognised in the separate statement of
financial position when it becomes party to the contractual obligation of the instrument. A financial
asset is derecognised when the rights to receive the cash flows from the asset have expired or
where the Bank has transferred all the risks and rewards of ownership of the asset. A financial
liability is derecognised when the obligation under the liability is discharged, cancelled or has
expired. All ‘regular way' purchases and sales are recognised at settlement date.

For purposes of subsequent measurement financial assets are classified in following categories:
i) Advances

Advances are financial assets with fixed or determinable payments and fixed maturities that
are not quoted in an active market. They are not entered into with the intention of immediate
or short-term resale and are not classified as 'Financial assets held for trading', designated as
‘Financial investments - available-for-sale' or 'Financial assets designated at fair value
through profit or loss'. After initial measurement, advances are subsequently measured at
amortised cost using the effective interest rate method, less allowance for impairment.
Amortised cost is calculated by taking into account any discount or premium on acquisition
and fees and costs that are an integral part of the effective interest rate. The amortisation is
included in 'Interest income' in the statement of income. The losses arising from impairment
are recognised in the statement of income in ‘Loan impairment expense'.

ii) Investment securities

At fair value through profit or loss

Financial assets are classified in this category if they are either acquired for the purpose of
selling in the short-term or if so designated by management. Securities held as financial
assets at fair value through profit or loss are initially recognised at fair value and are
continuously measured at fair value based on quoted market prices where available, or
discounted cash flow models.

All gains realised and unrealised from trading securities and those designated at fair value
through profit or loss are reported in other income whilst losses are reported in operating
expenses. Interest and dividends earned whilst holding trading securities and those
designated at fair value through profit or loss are reported in interest income.

Available-for-sale

Available-for-sale investments are securities intended to be held for an indefinite period of
time, but may be sold in response to needs for liquidity or changes in interest rates, exchange
rates or equity prices. Securities held as available-for-sale are initially recognised at fair value
plus transaction costs and are continuously remeasured at fair value based on quoted market
prices where available or discounted cash flow models. Unquoted equity instruments are
recognised at cost, being the fair value of the consideration paid for the acquisition of the
investment.
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Republic Bank Limited

Notes to the Separate Financial Statements
For the year ended September 30, 2015
Expressed in thousands of Trinidad and Tobago dollars ($’000), except where otherwise stated

2. Significant accounting policies (continued)

2.5 Summary of significant accounting policies (continued)
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c)

d)

€)

Financial instruments (continued)

ii) Investment securities (continued)
Available-for-sale (continued)

Unrealised gains and losses arising from changes in the fair value of securities classified as
available-for-sale are recognised in other comprehensive income net of applicable deferred
tax. When the securities are disposed of, the related accumulated fair value adjustments are
included in other income. When securities become impaired, the related accumulated fair
value adjustments previously recognised in equity are included in the separate statement of
income as an impairment expense on investment securities.

iii) Debt securities and other fund raising instruments

Debt securities and other fund raising instruments are recognised initially at fair value net of
transaction costs and subsequently measured at amortised cost using the effective interest
rate method.

Impairment of financial assets

The Bank assesses, at each statement of financial position date, whether there is any objective
evidence that a financial asset or group of financial assets is impaired. A financial asset or group
of financial assets is impaired when the carrying value is greater than the recoverable amount and
there is objective evidence of impairment. The recoverable amount is the present value of the
future cash flows.

i) Advances

All non-performing and individually significant advances are individually reviewed and
specific provisions made for the impaired portion based on the present value of estimated
future cash flows and discounted by the original effective interest rate of the loan. The
provision made is the difference between the loan balance and the discounted value of the
collateral. Individually insignificant loans with similar characteristics are assessed for
impairment on a group basis.

Regulatory and other loan loss requirements that exceed these amounts are dealt with in the
general contingency reserve as an appropriation of retained earnings.

When all efforts have been exhausted to recover a non-performing loan, that loan is deemed
uncollectible and written off against the related provision for loan losses.

ii) Investment securities

The Bank individually assesses each investment security for objective evidence of
impairment. If an impaired debt instrument has been renegotiated, interest continues to be
accrued on the reduced carrying amount of the asset and is recorded as part of 'interest
income'. If the fair value of the instrument increases in a subsequent year, the impairment loss
is reversed through the statement of income.

If there is objective evidence that the cost of an available-for-sale equity security may not be
recovered, the security is considered to be impaired. Objective evidence that the cost may not
be recovered includes qualitative impairment criteria as well as a significant or prolonged
decline in the fair value below cost. The Bank’s policy considers a significant decline to be one
in which the fair value is below the weighted-average cost by more than 30% or a prolonged
decline to be one in which fair value is below the weighted-average cost for greater than one
year. This policy is applied by all subsidiaries at the individual security level.

If an available-for-sale equity security is impaired based upon the Bank’s qualitative or
quantitative impairment criteria, any further declines in the fair value at subsequent reporting
dates are recognised as impairments. Therefore, at each reporting period, for an equity
security that is determined to be impaired based upon the Bank’s impairment criteria, an
impairment is recognised for the difference between the fair value and the original cost basis,
less any previously recognised impairments.

Investment in associates

Associates are all entities over which the Bank has significant influence but not control, generally
accompanying a shareholding of between 20% and 50% of the voting rights. Significant influence
is the power to participate in the financial and operating policy decisions of the investee, but is not
control or joint control over those policies.

The Bank’s investments in associates are accounted for under the cost method of accounting.
The Bank determines whether it is necessary to recognise an impairment loss on its investment in
its associates. At each reporting date, the Bank determines whether there is objective evidence
that the investment in the associate is impaired. If there is such evidence, the Bank calculates the
amount of impairment as the difference between the recoverable amount of the associate and its
carrying value and then recognises the loss in the statement of income.

9

h)

Leases

Finance Leases
Finance charges on leased assets are taken into income using the amortisation method. This
basis reflects a constant periodic rate of return on the lessor’s net investment in the finance lease.
Finance leases net of unearned finance income are included in the statement of financial position
under advances.

Operating Leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the
lessor are classified as operating leases. Payments made under operating leases are charged to
the statement of income on a straight-line basis over the period of the lease. Renewal of operating
leases is based on mutual agreement between parties prior to the expiration date.

Premises and equipment

Premises and equipment are stated at cost less accumulated depreciation. Leasehold buildings
and leased equipment are depreciated over the period of the lease.

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 Bank and the cost of the item can be measured reliably. All other repairs and
maintenance are charged to the statement of income during the financial period in which they are
incurred.

The assets’ residual values and useful lives are reviewed and adjusted if appropriate, at each
statement of financial position date. Gains and losses on disposals are determined by comparing
proceeds with the carrying amount. These are included in the statement of income.

Depreciation other than on leasehold buildings and leased equipment is computed on the declining
balance method at rates expected to apportion the cost of the assets over their estimated useful
lives.

The depreciation rates used are as follows:

Freehold and leasehold premises 2%
Equipment, furniture and fittings 15% - 33.33%

Impairment of non-financial assets

Further disclosures relating to impairment of non-financial assets are also provided in the
following notes:

o Disclosures for significant assumptions Note 3

* Premises and equipment Note 7

The Bank assesses, at each reporting date, whether there is an indication that an asset may be
impaired. If any indication exists, or when annual impairment testing for an asset is required, the
Bank estimates the asset’s recoverable amount. An asset’s recoverable amount is the higher of an
asset’s or cash-generating unit’s (CGU) fair value less costs of disposal and its value in use. The
recoverable amount is determined for an individual asset, unless the asset does not generate cash
inflows that are largely independent of those from other assets or groups of assets. When the
carrying amount of an asset or CGU exceeds its recoverable amount, the asset is considered
impaired and is written down to its recoverable amount.

In assessing value in use, the estimated future cash flows available to shareholders are
discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset. In determining fair
value less costs of disposal, recent market transactions are taken into account. If no such
transactions can be identified, an appropriate valuation model is used. These calculations are
corroborated by valuation multiples, quoted share prices for publicly traded companies or other
available fair value indicators.

For assets excluding goodwill, an assessment is made at each reporting date to determine
whether there is an indication that previously recognised impairment losses no longer exist or
have decreased. If such indication exists, the Bank estimates the asset’s or CGU’s recoverable
amount.

Employee benefits

i) Pension obligations
The Bank operates defined benefit plans, the assets of which are generally held in separate
trustee-administered funds. The pension plans is generally funded by payments from the
Bank, taking account of the recommendations of independent qualified actuaries who carry

out the full valuation of the Plans every three years. The Bank, took the actuary’s advice
regarding a pension holiday, effective January 1999.

& Republic Bank

We’re the One for you!




Republic Bank Limited

Notes to the Separate Financial Statements
For the year ended September 30, 2015
Expressed in thousands of Trinidad and Tobago dollars ($’000), except where otherwise stated

2. Significant accounting policies (continued)

2.5 Summary of significant accounting policies (continued)

PAGE 7

i)

)}

Employee benefits (continued)

i) Pension obligations (continued)

Annually, the Bank’s independent actuaries conduct a valuation exercise to measure the effect
of employee benefit plans.

Re-measurements, comprising of actuarial gains and losses, the effect of the asset ceiling,
excluding amounts included in net interest on the net defined benefit liability and the return
on plan assets (excluding amounts included in net interest on the net defined benefit liability),
are recognised immediately in the statement of financial position with a corresponding debit
or credit to retained earnings through OCI in the period in which they occur.
Re-measurements are not reclassified to the statement of income in subsequent periods.

Past service costs are recognised in the statement of income on the earlier of:
a) The date of the plan amendment or curtailment, and
b) The date that the Bank recognises related restructuring costs

Net interest is calculated by applying the discount rate to the net defined benefit liability or

asset. The Bank recognises the following changes in the net defined benefit obligation under

‘operating expenses' in the statement of income:

a) Service costs comprising current service costs, past-service costs, gains and losses on
curtailments and non-routine settlements

b) Net interest expense or income

The defined benefit plans mainly expose the Bank to risks such as investment risk, interest
rate risk and longevity risk.

The above accounting requirement in no way affects the pension plans which continue to be
governed by the approved Trust Deed and Rules and remain under the full control of the
appointed Trustees.

The full results of the valuation exercise are disclosed in Note 8 to these separate financial
statements.

ii) Other post-retirement obligations

The Bank provides post-retirement medical benefits to its retirees. The entitlement to these
benefits is usually based on the employee remaining in service up to retirement age and the
completion of a minimum service period. The expected costs of these benefits are accrued
over the period of employment, using a methodology similar to that for defined benefit
pension plans. Independent qualified actuaries carry out a valuation of these obligations.

iii) Profit sharing scheme

The Bank operates an employee profit sharing scheme, which is administered by Trustees in
accordance with terms outlined in the Profit Sharing Scheme Rules. The profit share to be
distributed to employees each year is based on a specific formula outlined in the Profit
Sharing Scheme Rules and employees have the option to receive their profit share allocation
in cash (up to a maximum of 75% of the total entitlement) and receive the balance in ordinary
shares of the Bank. The number of shares to be allocated is based on the employees’ total
entitlement less the cash element, divided by the average price of the unallocated shares
purchased by the Trustees. The Bank accounts for the profit share, as an expense, through the
statement of income.

iv) Share-based payments

Employees of the Bank receive remuneration in the form of share-based payments, whereby
employees render services as consideration for equity instruments (equity-settled
transactions).

Taxation

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the financial
statements. Deferred income tax is determined using tax rates (and laws) that have been enacted
or substantially 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.

Deferred tax assets are recognised where it is probable that future taxable profit will be available
against which the temporary differences can be utilised.

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

K)

m)

n)

0)

Statutory reserves

The Trinidad and Tobago Financial Institutions Act 2008 requires that a minimum of 10% of the net
profit after deduction of taxes in each year be transferred to a statutory reserve account until the
balance on this reserve is not less than the paid-up capital. This requirement was met as at June
2012. In accordance with the Trinidad and Tobago Financial Institutions Act 2008, the Bank is also
required to maintain statutory reserves of at least 20 times deposit liabilities.

Fiduciary assets

The Bank provides custody, trustee and investment management services to third parties. All
related assets are held in a fiduciary capacity and are not included in these financial statements
as they are not the assets of the Bank. These assets under administration at September 30, 2015
totalled $30.8 billion (2014: $30.6 billion).

Foreign currency translation

Monetary assets and liabilities of the parent, which are denominated in foreign currencies are
expressed in Trinidad and Tobago dollars at rates of exchange ruling on September 30. Non
monetary assets and liabilities denominated in foreign currencies are translated at historic rates.
All revenue and expenditure transactions denominated in foreign currencies are translated at
mid-exchange rates and the resulting profits and losses on exchange from these trading activities
are dealt with in the statement of income.

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the
Bank and the revenue can be reliably measured, regardless of when the payment is being made.
Revenue is measured at the fair value of the consideration received or receivable, taking into
account contractually defined terms of payment and excluding taxes or duty. The Bank has
concluded that it is the principal in all of its revenue arrangements since it is the primary obligor
in all the revenue arrangements, has pricing latitude and is also exposed to inventory and credit
risks.

The specific recognition criteria described below must also be met before revenue is recognised.

Interest income and expense

Interest income and expense are recognised in the statement of income for all interest-bearing
instruments on an accrual basis using the effective interest yield method. Interest income includes
coupons earned on fixed income investment and trading securities and accrued discount and
premium on Treasury Bills and other discounted instruments.

Fee and commission income

Unless included in the effective interest calculation, fees and commissions are recognised on an
accruals basis as the service is provided. Fees and commissions not integral to effective interest
arising from negotiating, or participating in the negotiation of a transaction from a third party are
recognised on completion of the underlying transaction. Portfolio and other management advisory
and service fees are recognised based on the applicable service contracts. Asset management
fees related to investment funds are recognised over the period the service is provided.

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

Fair value

The Bank measures financial instruments at fair value at each statement of financial position date.
Fair value related disclosures for financial instruments and non-financial assets that are measured
at fair value or fair values are disclosed, are shown in Note 22 to the financial statements.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either:

i) In the principal market for the asset or liability, or

ii) In the absence of a principal market, in the most advantageous market for the asset or liability.

The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their
economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability
to generate economic benefits by using the asset in its highest and best use or by selling it to
another market participant that would use the asset in its highest and best use.

All assets and liabilities for which fair value is measured or disclosed in the financial statements

are categorised within the fair value hierarchy, described as follows, based on the lowest level
input that is significant to the fair value measurement as a whole:
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2.5 Summary of significant accounting policies (continued)
0) Fair value (continued)

Level 1

Included in the Level 1 category are financial assets and liabilities that are measured in whole or
in part by reference to published quotes in an active market. A financial instrument is regarded
as quoted in an active market 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.

Level 2

Included in the Level 2 category are financial assets and liabilities that are measured using a
valuation technique based on assumptions that are supported by prices from observable current
market transactions and for which pricing is obtained via pricing services, but where prices have
not been determined in an active market. This includes financial assets with fair values based on
broker quotes, investments in private equity funds with fair values obtained via fund managers
and assets that are valued using the Bank’s own models whereby the majority of assumptions are

market observable.

Level 3

Included in the Level 3 category are financial assets and liabilities that are not quoted as there are
no active markets to determine a price. These financial instruments are held at cost, being the
fair value of the consideration paid for the acquisition of the investment and are regularly

assessed for impairment.

For assets and liabilities that are recognised in the financial statements on a recurring basis, the
Bank determines whether transfers have occurred between levels in the hierarchy by
re-assessing categorisation (based on the lowest level input that is significant to the fair value

measurement as a whole) at the end of each reporting period.

Where the Bank’s available-for-sale investments are not actively traded in organised financial
markets, the fair value is determined using discounted cash flow analysis, which requires
considerable judgement in interpreting market data and developing estimates. Accordingly
estimates contained herein are not necessarily indicative of the amounts that the Bank could
realise in a current market exchange. The use of different assumptions and/or estimation
methodologies may have a material effect on the estimated fair values. The fair value information
for available-for-sale investments is based on information available to management as at the
dates presented. Management is not aware of any factors that would significantly affect the

estimated fair value amounts.

Investments classified as 'at fair value through profit or loss' are actively traded in organised
markets and fair value is determined by reference to the market price at year end or on the last

trade date prior to year end.

Financial instruments where carrying value is equal to fair value:- Due to their short-term maturity,
the carrying value of certain financial instruments is assumed to approximate their fair values.
These include cash and cash equivalents, investment interest receivable, customers’ deposit

accounts, other fund raising instruments, other assets and other liabilities.

Advances are net of specific and other provisions for impairment. The fair values of advances is

based on a current yield curve appropriate for the remaining term to maturity.

The fair values of the floating rate debt securities in issue is based on quoted market prices where
available and where not available is based on a current yield curve appropriate for the remaining
term to maturity. For balances due to banks, where the maturity period is less than one year, the
fair value is assumed to equal carrying value. Where the maturity period is in excess of one year,
these are primarily floating rate instruments, the interest rates of which reset with market rates

therefore the carrying values are assumed to equal fair values.

The fair value of fixed rate debt securities carried at amortised cost is estimated by comparing
market interest rates when they were first recognised with current market rates offered for similar
financial instruments. The estimated fair value of fixed interest-bearing deposits is based on
discounted cash flows using prevailing money market interest rates for facilities with similar

credit risk and maturity.

p) Segment reporting

Operating segments are reported in @ manner consistent with the internal reporting provided to
the chief operating decision-maker. The chief operating decision-maker is the person that

allocates resources to and assesses the performance of the operating segments of an entity.

The Bank has determined the Managing Director as its chief operating decision-maker.
Management monitors the operating results of its business units separately for the purpose of
making decisions about resource allocation and performance assessment. Segment performance
is evaluated based on net income and other income less impairment losses and operating
expenses which in certain respects is measured differently from operating profit or loss in the

financial statements.
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q) Customers’ liabilities under acceptances, guarantees, indemnities and letters of credit

These represent the Bank’s potential liability, for which there are equal and offsetting claims
against its customers in the event of a call on these commitments. These amounts are not
recorded on the Bank’s statement of financial position but are detailed in Note 26 (b) of these
financial statements.

Significant accounting judgements and estimates in applying the Bank’s accounting policies

The preparation of the Bank’s financial statements requires management to make judgements, estimates
and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities and the
accompanying disclosures, and the disclosure of contingent liabilities. Uncertainty about these assumptions
and estimates could result in outcomes that require a material adjustment to the carrying amount of assets
or liabilities affected in future periods.

Other disclosures relating to the Bank’s exposure to risks and uncertainties include:
a) Capital management Note 21
b) Risk management Note 20

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting
date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year, are described below. The Bank based its assumptions and estimates
on parameters available when the financial statements were prepared. Existing circumstances and
assumptions about future developments, however, may change due to market changes or circumstances
arising that are beyond the control of the Bank. Such changes are reflected in the assumptions when they
occur.

Impairment of financial assets

Management makes judgements at each statement of financial position date to determine whether financial
assets are impaired. Financial assets are impaired when the carrying value is greater than the recoverable
amount and there is objective evidence of impairment. The recoverable amount is the present value of the
future cash flows.

Inherent provisions on advances (Note 4(b))

Inherent provisions on advances are calculated on an estimate of impairment incurred but not reported,
existing in assets as at the statement of financial position date. Estimated impairment incurred is
determined by applying against performing loan balances, the average loan default rates and adjusting this
balance for current economic factors that affect loan performance. An anticipated recovery rate (determined
from historical average) is then applied to determine the value that is recoverable. This calculation is
computed by product type.

Valuation of investments (Note 5)

The Bank has applied IAS 39 in its classification of investment securities which requires measurement of
securities at fair value. For unlisted securities, fair values are estimated using price/earnings or price/cash
flow ratios which have been refined to accommodate the specific circumstances of the issuer.

Net pension asset/liability (Note 8)

In conducting valuation exercises to measure the effect of the employee benefit plan to the Bank, the Bank’s
independent actuaries use judgement and assumptions in determining discount rates, salary increases, NIS
ceiling increases, pension increases and the rate of return on the assets of the Plans.

Deferred taxes (Note 9)

In calculating the provision for deferred taxation, management uses judgement to determine the probability
that future taxable profits will be available to facilitate utilisation of temporary tax differences which may
arise.

Judgements
In the process of applying the Bank’s accounting policies, management has made the following judgements,
which have the most significant effect on the amounts recognised in the financial statements:

Premises and equipment (Note 7)

Management exercises judgement in determining whether costs incurred can accrue sufficient future
economic benefits to the Bank to enable the value to be treated as a capital expense. Further judgement is
used upon annual review of the residual values and useful lives of all capital items to determine any
necessary adjustments to carrying value.

Assessment of control

Management uses judgement in performing a control assessment review on all mutual funds and
retirement plans sponsored by the Bank. This assessment revealed that the Bank is unable to exercise
power over the activities of the funds and is therefore not deemed to be in control of any of the mutual funds
and retirement plans.
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a) Advances

b)
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2015
Commercial
Retail  and Corporate
lending lending  Mortgages Total
Performing advances 4,647,502 9,562,872 7,878,371 22,088,745
Non-performing advances 31,227 141,427 47,481 220,135
4,678,729 9,704,299 7,925,852 22,308,880
Unearned interest/
finance charge (2,895) (95) - (2,990)
Accrued interest 2,170 39,082 5,563 46,815
4,678,004 9,743,286 7,931,415 22,352,705
Allowance for impairment losses
- Note 4 (b) (37,894) (63,645) (31,864) (133,403)
Net advances 4,640,110 9,679,641 7,899,551 22,219,302
2014
Commercial
Retail  and Corporate
lending lending  Mortgages Total
Performing advances 4,290,918 7,482,597 7,302,259 19,075,774
Non-performing advances 26,813 145,805 64,826 237,444
4,317,731 7,628,402 7,367,085 19,313,218
Unearned interest/
finance charge (4,098) (95) - (4,193)
Accrued interest 2,265 28,308 5,421 35,994
4,315,898 7,656,615 7,372,506 19,345,019
Allowance for impairment losses (35,246) (112,164) (35,412) (182,822)
Net advances 4,280,652 7,544,451 7,337,094 19,162,197

Allowance for impairment losses

i)

Impairment assessment

The main considerations for the loan impairment assessment include whether any payments of
principal or interest are overdue by more than 90 days or there are any known difficulties in the
cash flows of counterparties, credit rating downgrades, or infringement of the original terms of the
contract. The Bank addresses impairment assessment in two areas: individually assessed
allowances and collectively assessed allowances.

Individually assessed allowances

The Bank determines the allowances appropriate for each individually significant loan or advance
on an individual basis. ltems considered when determining allowance amounts include the
sustainability of the counterparty’s business plan, its ability to improve performance once a
financial difficulty has arisen, projected receipts and the expected dividend payout should
bankruptcy ensue, the availability of other financial support and the realisable value of collateral
and the timing of the expected cash flows. The impairment losses are evaluated at each reporting
date, unless unforeseen circumstances require more immediate attention.

Collectively assessed allowances

Allowances are assessed collectively for losses on loans and advances that are not individually
significant (including credit cards, residential mortgages and unsecured consumer lending) and for
individually significant loans and advances where there is not yet objective evidence of individual
impairment.

Allowances are evaluated on each reporting date with each portfolio receiving a separate review.
The collective assessment takes account of impairment that is likely to be present in the portfolio
even though there is not yet objective evidence of the impairment in an individual assessment.
Impairment losses are estimated by taking into consideration the following information: historical
losses on the portfolio, current economic conditions, the approximate delay between the time a
loss is likely to have been incurred and the time it will be identified as requiring an individually
assessed impairment allowance and expected receipts and recoveries once impaired. The
impairment allowance is then reviewed by credit management to ensure alignment with the
Bank’s overall policy.

5.

(i) Reconciliation of the allowance for impairment losses for loans and advances by class

Balance brought forward
Charge-offs and write-offs
Loan impairment expense

Loan impairment recoveries

Balance carried forward

Individual impairment
Collective impairment

Gross amount of loans
individually determined
to be impaired, before
deducting any allowance

Balance brought forward
Charge-offs and write-offs
Loan impairment expense

Loan impairment recoveries

Balance carried forward

Individual impairment
Collective impairment

Gross amount of loans

individually determined

to be impaired, before

deducting any allowance

Investment securities
a) Available-for-sale

Government securities

State owned company securities

Corporate bonds/debentures
Other

Investment in associated companies

Balance at beginning of year

Acquisition of controlling interest in a subsidiary

Balance at end of year

The Bank’s interest in associated companies is as follows:

G4S Holdings (Trinidad) Limited

InfoLink Services Limited

East Caribbean Financial Holding
Company Limited (ECFH)

2015
Commercial
Retail  and Corporate
lending lending  Mortgages Total
35,246 112,164 35,412 182,822
(21,704) (19,051) (223) (40,978)
49,090 18,636 8,060 75,786
(24,738) (48,104) (11,385) (84,227)
37,894 63,645 31,864 133,403
32,471 55,250 26,554 114,275
5,423 8,395 5,310 19,128
37,894 63,645 31,864 133,403
31,227 141,427 47,481 220,134
2014
Commercial
Retail  and Corporate
lending lending  Mortgages Total
26,070 105,882 41,453 173,405
(15,353) (5,561) (212) (21,126)
38,337 26,081 11,391 75,809
(13,808) (14,238) (17,220) (45,266)
35,246 112,164 35,412 182,822
28,388 97,567 29,859 155,814
6,858 14,597 5,553 27,008
35,246 112,164 35,412 182,822
26,813 145,805 64,826 237,444
2015 2014
1,217,088 9,445
56,571 64,038
1,264,325 1,901,574
43,311 41,675
2,581,295 2,016,732
391,176 391,176
(297,767) -
93,409 391,176
Country Reporting  Proportion
of year-end of of issued
incorporation associate capital held
Trinidad and Tobago December 24.50%
Trinidad and Tobago December 25.00%
St. Lucia December 19.30%
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6. Investment in associated companies (continued)

Summarised financial information in respect of the Bank’s associates are as follows:

Associates that are Other Total Investment
material to the Bank associates in associates
ECFH
2015 2015 2015 2014
Total assets 9,292,324 172,458 9,464,782 11,355,442
Total liabilities 8,748,759 26,674 8,775,433 10,276,797
Net assets/equity 543,565 145,784 689,349 1,078,644
Dividends received
during the year - 5,638 5,638 9,740
7. Premises and equipment
Capital Equipment,
works in Freehold Leasehold furniture and
progress premises premises fittings Total
2015
Cost
At beginning of year 150,303 723,084 79,116 1,042,341 1,994,844
Additions at cost 208,773 5,737 1,380 35,236 251,126
Disposal of assets - (90) (2,385) (40,677) (43,152)
Transfer of assets (123,188) 83,467 4,833 34,888 -
235,888 812,198 82,944 1,071,788 2,202,318
Accumulated depreciation
At beginning of year - 130,033 70,475 802,343 1,002,851
Charge for the year - 9,558 4,923 79,336 93,817
Disposal of assets - (13) (2,384) (35,891) (38,288)
- 139,578 73,014 845,788 1,058,380
Net book value 235,888 672,620 9,930 226,000 1,144,438
2014
Cost
At beginning of year 105,154 711,283 77,324 1,000,673 1,894,434
Additions at cost 94,183 3,210 1,799 37,265 136,457
Disposal of assets - (1,278) (7) (34,762) (36,047)
Transfer of assets (49,034) 9,869 - 39,165 -
150,303 723,084 79,116 1,042,341 1,994,844
Accumulated depreciation
At beginning of year - 120,887 66,770 744,751 932,408
Charge for the year - 9,146 3,708 87,466 100,320
Disposal of assets - - (3) (29,874) (29,877)
- 130,033 70,475 802,343 1,002,851
Net book value 150,303 593,051 8,641 239,998 991,993
Capital commitments 2015 2014

Contracts for outstanding capital expenditure not provided
for in the financial statements 323,118 402,555

Other capital expenditure authorised by the Directors
but not yet contracted for 33,248 20,637
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8. Employee benefits

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

Defined benefit pension plans Post-retirement medical

benefits
2015 2014 2015 2014

Present value of defined

benefit obligation (2,559,413) (2,657,397) (372,796) (412,897)
Fair value of plan assets 3,776,892 3,951,444 - -
Surplus/(deficit) 1,217,479 1,294,047 (372,796) (412,897)
Effect of asset ceiling (11,324) (14,171) - -
Net asset/(liability) recognised

in the statement of

financial position 1,206,155 1,279,876 (372,796) (412,897)

b) Changes in the present value of the defined benefit obligation are as follows:

Defined benefit pension plans Post-retirement medical

benefits
2015 2014 2015 2014
Opening defined benefit
obligation 2,657,397 2,528,221 412,897 294,638
Current service cost 105,205 90,799 19,501 14,255
Interest cost 131,071 124,674 20,570 14,666
Re-measurements:
- Experience adjustments (47,357) (15,946) (33,728) 91,991
- Actuarial gains from change
in financial assumptions (214,058) - (43,432) -
Benefits paid (72,845) (70,351) - -
Premiums paid by the Bank - = (3,012 (2,653)
Closing defined benefit obligation 2,559,413 2,657,397 372,796 412,897

¢) Reconciliation of opening and closing statement of financial position entries:

Defined benefit pension plans Post-retirement medical

benefits
2015 2014 2015 2014

Defined benefit obligation at

prior year end 1,279,876 1,277,480 412,897 294,638
Net pension cost (42,651) (28,219) 40,071 28,921
Re-measurements recognised in

other comprehensive income (31,070) 30,615 (77,160) 91,991
Premiums paid by the Bank - - (3,012 (2,653)
Closing net pension asset 1,206,155 1,279,876 372,796 412,897

d) Liability profile

The defined benefit obligation is allocated between the Plan's members as follows:

Defined benefit pension plans  Post-retirement medical benefits

- Active members 61% 70%
- Deferred members 6% N/A
- Pensioners 33% 30%

The weighted duration of the defined benefit obligation was 16.9 years for the pension benefit a
years for the medical benefit

nd 23.1

38% of the defined benefit obligation for active members was conditional on future salary increases.

99% of the pension benefits and 38% of the medical benefits for active members were vested.
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8. Employee benefits (continued)
e) Changes in the fair value of plan assets are as follows:

Defined benefit pension plans

2015 2014
Opening fair value of plan assets 3,951,444 3,819,750
Interest income 195,739 188,517
Return on plan assets, excluding interest income (296,041) 14,791
Benefits paid (72,845) (70,351)
Expense Allowance (1,405) (1,263)
Closing fair value of plan assets 3,776,892 3,951,444
Actual return on plan assets (100,302) 203,308

f) Plan asset allocation as at September 30
Defined benefit pension plans

Fair value Allocation
2015 2014 2015 2014
Equity securities 1,784,882 1,891,920 47.26% 47.88%
Debt securities 1,683,707 1,663,702  44.58% 42.10%
Property 12,809 13,824 0.34% 0.35%
Money market instruments/cash 295,494 381,998 7.82% 9.67%
Total fair value of plan assets 3,776,892 3,951,444 100.00%  100.00%

g) The amounts recognised in the statement of income are as follows:

Defined benefit pension plans Post-retirement medical

benefits
2015 2014 2015 2014
Current service cost 105,205 90,799 19,501 14,255
Interest on defined benefit obligation (63,959) (63,843) 20,570 14,666
Administration expenses 1,405 1,263 - -
Total included in staff costs 42,651 28,219 40,071 28,921

h) Re-measurements recognised in Other Comprehensive Income

Defined benefit pension plans Post-retirement medical

benefits

2015 2014 2015 2014

Experience gains/(losses) 34,626 (30,737) (77,160) 91,991

Effect of asset ceiling (3,556) 122 - -
Total included in Other

Comprehensive Income 31,070 (30,615) (77,160) 91,991

i) Summary of principal actuarial assumptions as at September 30

2015 2014

% %

Discount rate 5.50 5.00

Rate of salary increase 5.50 5.50

Pension increases 2.40 2.40

Medical cost trend rates 5.75 5%5

Assumptions regarding future mortality are based on published mortality rates. The life expectancies
underlying the value of the defined benefit obligation as at September 30 are as follows:

Defined benefit pension plans

2015 2014
Life expectancy at age 60 - 65 for current pensioner in years:
- Male 21.0 21.0
- Female 25.1 251
Life expectancy at age 60 - 65 for current members age 40 in years:
- Male 214 214
- Female 254 25.4
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k)

Sensitivity analysis

The calculations of the defined benefit and medical obligations are sensitive to the assumptions used.
The following table summarises how these obligations as at September 30, 2015, would have changed
as a result of a change in the assumptions used.

Defined benefit pension plans Post-retirement medical
benefits

1% p.a. 1% p.a. 1% p.a. 1% p.a.

increase decrease increase decrease
$'000 $'000 $'000 $'000
- Discount rate (361,000) (376,623) (69,000) (80,490)
- Future salary increases 181,000 179,023 - -
- Future pension cost increases 228,000 300,321 - -
- Medical cost increases - - 93,000 108,402

An increase of 1 year in the assumed life expectancies shown above would increase the defined benefit
obligation at September 30, 2015 by $54 million and the post-retirement medical benefit by $13
million.

These sensitivities were calculated by re-calculating the defined benefit obligations using the revised
assumptions.

Funding

The Bank meets the entire cost of funding the defined benefit pension plans. The funding requirements
are based on regular actuarial valuations of the Plans made every three years and the assumptions
used to determine the funding required may differ from those set out above. The Bank expects to pay
$0 million to the pension plans in the 2016 financial year.

The Bank operates the post-retirement medical benefit plan as a self-insured arrangement
administered by insurance brokers. Retirees contribute at a fixed rate depending on the level of cover
selected. The Bank pays 'premiums’ of twice the retiree contributions but will be required to meet the
balance of cost of the benefits if these joint premiums prove inadequate. The Bank expects to pay $5.51
million to the medical plan in the 2016 financial year.

9. Deferred tax assets and liabilities

Components of deferred tax assets and liabilities

a) Deferred tax assets Credit/(charge)
Opening Statement Other Closing
balance of income Comprehensive balance
2014 Income 2015
Post-retirement
medical benefits 103,224 9,265 (19,290) 93,199
Unearned loan
origination fees 26,918 1,271 - 28,189
Other 5,957 760 - 6,717
136,099 11,296 (19,290) 128,105
b) Deferred tax liabilities
(Credit)/charge
Opening Statement Other Closing
balance of income Comprehensive balance
2014 Income 2015
Pension asset 319,970 (10,663) (7,768) 301,539
Premises and equipment 42,149 3,873 - 46,022
Unrealised reserve 5,743 - (4,358) 1,385
367,862 (6,790) (12,126) 348,946
Net credit/(charge) to statement
of income/0ClI 18,086 (9,320)

10. Other assets 2015 2014
Accounts receivable and prepayments 242,949 413,652
Due from related parties 1,388,359 23,134

1,631,308 436,786
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11. Customers’ current, savings and deposit accounts

Concentration of customers’ current, savings and deposit accounts 2015 2014
State 3,592,546 4,441,225
Corporate and commercial 10,290,161 8,335,034
Personal 18,737,131 17,822,696
Other financial institutions 1,588,384 1,951,697

34,208,222 32,550,652

12. Other fund raising instruments

At September 30, 2015, investment securities held to secure other fund raising instruments of the Bank
amounted to $150 million (2014: $150 million).

Concentration of other fund raising instruments 2015 2014
State 22,445 8,638

13. Debt securities in issue

Unsecured

Fixed rate bonds 998,820 998,460
Secured

Floating rate bonds 150,000 150,000
Total debt securities in issue 1,148,820 1,148,460

Unsecured obligations
The Bank issued unsubordinated bond in the financial year 2008 for a term of ten years at a fixed rate of
interest of 8.55%. Fixed rate bonds are denominated in Trinidad and Tobago dollars.

Secured obligations

The floating rate bonds are denominated in Trinidad and Tobago dollars and are unconditional secured
obligations of the Bank. The Bank has pledged a portfolio of liquid debt securities issued or guaranteed by the
Government of Trinidad and Tobago, together with high-grade corporate bonds and debentures in an
aggregate amount equal to the bonds issued as collateral security for the bondholders.

14. Other liabilities 2015 2014
Accounts payable and accruals 973,336 996,479
Unearned loan origination fees 112,793 111,467

1,086,129 1,107,946

15. Stated capital 2015 2014 2015 2014
Number of ordinary shares (’000)

Authorised
An unlimited number of shares
of no par value

Issued and fully paid

At beginning of year 161,052 160,463 704,871 649,932
Shares issued/proceeds from

shares issued 336 552 27,374 46,789
Shares purchased for profit

sharing scheme (562) (597) - <
Share-based payment - - 5,735 8,150
Unallocated shares - - - -
Allocation of shares 423 634 - -
At end of year 161,249 161,052 737,980 704,871

The following reflects the calculation of the effect of the issue of stock options on the weighted average
number of ordinary shares.

2015 2014
Weighted average number of ordinary shares 161,279 160,918
Effect of dilutive stock options 383 549
Weighted average number of ordinary shares
adjusted for the effect of dilution 161,662 161,467
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16.

17.

Other reserves General Net
Capital Unallocated contingency unrealised

reserves shares reserve gains Total

Balance at October 1, 2013 5,620 (53,269) 184,195 133,367 269,913

Realised gains transferred to net profit
Revaluation of available-for-sale

(251,333)  (251,333)

investments - - - 131,600 131,600
Total income and expense for the year

recognised directly in equity - - - (119,733)  (119,733)
General contingency reserve - - 7,937 - 7,937
Shares purchased for profit

sharing scheme - (71,050) - - (71,050)
Allocation of shares - 52,184 - - 52,184
Balance at September 30, 2014 5,620 (72,135) 192,132 13,634 139,251
Revaluation of available-

for-sale investments - - - (12,520) (12,520)
Total income and expense for the

year recognised directly in equity - - - (12,520) (12,520)
General contingency reserve - - (11,854) - (11,854)
Shares purchased for

profit sharing scheme - (67,414) - - (67,414)
Allocation of shares - 49,200 - - 49,200
Balance at September 30, 2015 5,620 (90,349) 180,278 1,114 96,663

General contingency reserves

Specific provisions are made for non-performing advances based on the difference between the loan
balances and the discounted realisable value of collateral held. These provisions are charged through the
statement of income.

A General contingency reserve is created as an appropriation of retained earnings, for the difference between
the specific provision and non-performing advances. When the collateral is realised, the reserve is released
back to retained earnings. The General contingency reserve serves to enhance the Bank’s non-distributable
capital base. As at September 30, 2015, the balance in the General contingency reserve of $180.3 million
(2014: $192.1 million) is part of Other reserves which totals $96.7 million (2014: $139.2 million).

Unallocated shares in the staff profit sharing scheme

The staff profit sharing scheme purchases Republic Bank Limited shares to build its stock for allocation in the
annual profit sharing exercise. As at September 30, 2015, shares costing $90 million (2014: $71 million)
remain unallocated from the profit sharing scheme.

No. of shares (000’s)

2015 2014
Balance brought forward 610 648
Add shares purchased 562 597
Allocation of shares (422) (635)
Balance carried forward 750 610
Operating profit 2015 2014
a) Interestincome
Advances 1,631,424 1,503,537
Investment securities 59,200 63,865
Liquid assets 33,145 19,378

1,723,769 1,586,780

b) Interest expense

Customers’ current, savings and deposit accounts 58,092 54,970
Other fund raising instruments and debt securities in issue 88,778 91,703
Other interest bearing liabilities 580 1

147,450 146,674
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17. Operating profit (continued) 2015 2014
c¢) Other income
Fees and commission from trust and
other fiduciary activities 138,887 193,647
Other fees and commission income 666,734 521,059
Net exchange trading income 199,664 155,063
Dividends 281,139 133,068
Gains from disposal of available-for-sale
investments 23,283 298,238
1,309,707 1,301,075
d) Operating expenses
Staff costs 542,629 468,846
Staff profit sharing - Note 24 (a) 100,808 96,211
Employee benefits pension and medical
contribution - Note 8 (g) 82,722 57,140
General administrative expenses 482,181 428,804
Operating lease payments 5,271 5,272
Property related expenses 110,734 112,648
Depreciation expense - Note 7 93,817 100,320
Advertising and public relations expenses 59,792 50,953
Investment in subsidiary impairment expense - 185,000
Directors’ fees 5,063 4,610
1,483,017 1,509,804
e) Non-cancellable operating lease commitments 2015 2014
Within one year 28,313 29,689
One to five years 19,084 29,246
Over five years 5,479 8,049
52,876 66,984
18. Taxation expense 2015 2014
Corporation tax 310,310 264,673
Deferred tax (18,086) (16,833)
292,224 247,840
Reconciliation between taxation expense and accounting profit
Income taxes in the statement of income vary from amounts that would be computed by applying the
statutory tax rate for the following reasons:
2015 2014
Accounting profit 1,411,450 1,200,834
Tax at applicable statutory tax rates 352,863 300,209
Tax effect of items that are adjustable in determining taxable profit:
Tax exempt income (76,117) (76,769)
Non-deductible expenses 59,036 113,127
Allowable deductions (29,121) (74,646)
Provision for Green Fund Levy and other taxes (14,437) (14,081)
292,224 247,840
19. Related parties
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 operating decisions. A number of banking
transactions are entered into with related parties in the normal course of business. These transactions are
both secured and unsecured and were carried out on commercial terms and conditions and at market rates.
2015 2014
Advances, investments and other assets (net of provisions)
Republic Bank Limited Group 1,478,222 348,449
Directors and key management personnel 5,609 6,277
Other related parties 87,036 222,274
1,570,867 577,000
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20.

2015 2014
Deposits and other liabilities
Republic Bank Limited Group 1,451,892 1,053,874
Directors and key management personnel 48,752 38,736
Other related parties 14,522 66,076
1,515,166 1,158,686
Interest and other income
Republic Bank Limited Group 19,021 56,224
Directors and key management personnel 368 445
Other related parties 4,581 12,842
23,970 69,511
Interest and other expense
Republic Bank Limited Group 19,373 19,167
Directors and key management personnel 5,728 5,213
Other related parties 97 96
25,198 24,476

Key management personnel are those persons having authority and responsibility for planning, directing
and controlling the activities of the Bank.

Key management compensation 2015 2014
Short-term benefits 15,727 14,058
Post employment benefits 1,674 11,103
Share-based payment 5,735 8,150

23,136 33,311

Risk management
20.1 Introduction

The Bank’s prudent banking practices are founded on solid risk management. In an effort to keep
apace with its dynamic environment, the Bank has established a comprehensive framework for
managing risks, which is continually evolving as the Bank’s business activities change in response
to market, credit, product and other developments.

The basic principles of risk management followed by the Bank include:

- Managing risk within parameters approved by the Board of Directors and Executives;

- Assessing risk initially and then consistently monitoring those risks through their life cycle;

- Abiding by all applicable laws, regulations and governance standards in every country in which
we do business;

- Applying high and consistent ethical standards to our relationships with all customers,
employees and other stakeholders; and

- Undertaking activities in accordance with fundamental control standards. These controls
include the disciplines of planning, monitoring, segregation, authorisation and approval,
recording, safeguarding, reconciliation and valuation.

The Board of Directors has ultimate responsibility for the management of risk within the Bank.
Acting with authority delegated by the Board, the Credit, Audit, Asset/Liability Committee and Other
Risks Committees, review specific risk areas.

The Internal Audit function audits Risk Management processes throughout the Bank by examining
both the adequacy of the procedures and the Bank’s compliance with these procedures. Internal
Audit discusses the results of all assessments with Management and reports its findings and
recommendations to the Audit Committee of the Bank.

The Bank’s activities are primarily related to the use of financial instruments. The Bank accepts
funds from customers and seeks to earn above average interest margins by investing in high
quality assets such as government and corporate securities as well as equity investments and
seeks to increase these margins by lending for longer periods at higher rates, while maintaining
sufficient liquidity to meet all claims that might fall due.

The main risks arising from the Bank’s financial instruments are credit risk, interest rate and
market risk, liquidity risk, foreign currency risk and operational risk. The Bank reviews and agrees
policies for managing each of these risks as follows:
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20. Risk management (continued)

20.2

20.2.1
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Credit risk

Credit risk is the potential that a borrower or counterparty will fail to meet its stated obligations in
accordance with agreed terms. The objective of the Bank’s credit risk management function is to
maximise the Bank’s risk-adjusted rate of return by maintaining credit risk exposure within
acceptable parameters. The effective management of credit risk is a key element of a
comprehensive approach to risk management and is considered essential to the long-term
success of the Bank.

The Bank’s credit risk management process operates on the basis of a hierarchy of discretionary
authorities. A Board Credit Committee, chaired by the Chairman of the Board and including
executive and non-executive directors, is in place, with the authority to exercise the powers of the
Board on all risk management decisions.

The Risk Management unit is accountable for the general management and administration of the
Bank’s credit portfolio, ensuring that lendings are made in accordance with current legislation,
sound banking practice and in accordance with the applicable general policy of the Board of
Directors. The Risk Management function is kept separate from and independent of the business
development aspect of the operations.

The Bank uses a risk rating system which groups commercial/corporate accounts into various risk
categories to facilitate the management of risk on both an individual account and portfolio basis.
For retail lending, a computerised Credit Scoring system with preset risk management criteria is in
place at all branches to facilitate decision-making. Trend indicators are also used to evaluate risk
as improving, static or deteriorating. The evaluation of the risk and trend inform the credit decision
and determines the intensity of the monitoring process.

The Bank’s credit control processes emphasise early detection of deterioration and prompt
implementation of remedial action and where it is considered that recovery of the outstanding
balance may be doubtful or unduly delayed, such accounts are transferred from performing to
non-performing status.

Loan loss provisions are set aside to cover any potential loss in respect of debts that are not
performing satisfactorily. A review of these provisions is conducted quarterly in accordance with
established guidelines and recommended provisions arising out of this review are submitted to the
Board for approval. Non-performing debts recommended for write-off are also reviewed annually
and action taken in accordance with prescribed guidelines.

The Bank avoids exposure to undue concentrations of risk by placing limits on the amount of risk
accepted from a number of borrowers engaged in similar business activities, or activities in the
same geographic region or with similar economic features that would cause their ability to meet
contractual obligations to be similarly affected by changes in economic, political or other
conditions. Such risks are controlled and monitored on a revolving basis and are subject to an
annual or more frequent review. Limits on the level of credit risk by product, industry sector, client
and geography are approved by the Board of Directors.

Maximum exposure to credit risk without taking account of any collateral and other credit
enhancements

The table below shows the Bank’s maximum exposure to credit risk:

Gross maximum exposure
2015 2014
4,364,178 4,050,897
7,581,543
3,694,953
21,952
19,162,197
1,975,057

Statutory deposits with Central Bank
Due from banks 5,475,415
Treasury Bills 2,601,046
Investment interest receivable 23,282
Advances 22,219,302
Investment securities 2,537,984

Total 37,221,207 36,486,599

Undrawn commitments 4,249,292 3,979,922
Acceptances 1,578,048 1,214,660
Guarantees and indemnities 121 121
Letters of credit 68,559 38,892

Total 5,896,020 5,233,595

Total credit risk exposure 43,117,227 41,720,194

Where financial instruments are recorded at fair value, the amounts shown represent the current
credit risk exposure but not the maximum risk exposure that could arise in the future as a result of
changes in values.

20.2.2

Collateral and other credit enhancements

The Bank maintains credit risk exposure within acceptable parameters through the use of
collateral as a risk-mitigation tool. The amount and type of collateral required depends on an
assessment of the credit risk of the counterparty. Guidelines are implemented regarding the
acceptability of types of collateral and valuation parameters.

The main types of collateral obtained are cash or securities, charges over real estate properties,
inventory and trade receivables and mortgages over residential properties and chattels. The Bank
also obtains guarantees from parent companies for loans to their subsidiaries.

Management monitors the market value of collateral, requests additional collateral in accordance
with the underlying agreement and monitors the market value of collateral obtained during its
review of the adequacy of the allowance for impairment losses.

It is the Bank’s policy to dispose of repossessed properties in an orderly fashion. The proceeds are
used to repay the outstanding claim. In general, the Bank does not occupy repossessed properties
for business use.

Risk concentrations of the maximum exposure to credit risk

Concentration of risk is managed by client/counterparty, by geographical region and by industry
sector as detailed in the following schedules:

i)  Geographical sectors

The Bank’s maximum credit exposure, after taking account of credit loss provisions
established but before taking into account any collateral held or other credit enhancements,
can be analysed by the following geographical regions based on the country of domicile of
its counterparties:

2015 2014

Trinidad and Tobago 38,236,462 36,721,367
Barbados 5,975 6,111
Eastern Caribbean 131,232 168,466
Guyana 50,680 2,056
Suriname 374,925 -
United States 2,773,065 3,045,628
Europe 648,844 914,767
Other Countries 896,044 861,799
43,117,227 41,720,194

ii)  Industry sectors

The following table breaks down the Bank’s maximum credit exposure as categorised by the
industry sectors of its counterparties:

2015 2014

Government and Central Government Bodies 13,970,038 11,525,336
Financial sector 4,598,950 6,984,653
Energy and mining 588,477 253,778
Agriculture 137,122 150,648
Electricity and water 76,610 79,595
Transport, storage and communication 387,650 387,457
Distribution 2,624,685 2,766,292
Real estate 1,944,604 1,679,895
Manufacturing 1,634,347 1,692,390
Construction 1,039,805 1,153,960
Hotel and restaurant 343,222 311,440
Personal 10,693,998 10,009,727
Other services 5,077,719 4,725,023
43,117,227 41,720,194

Credit exposure with state-owned bodies have been categorised according to the service
offered by the organisation rather than within 'Government and Central Government Bodies'.
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20. Risk management (continued)

20.2
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Credit risk (continued)

20.2.3 Credit quality per category of financial assets

The Bank has determined that credit risk exposure arises from the following statement of
financial position lines:

- Treasury Bills and Statutory deposits with Central Bank
- Balances due from banks

- Advances

- Financial investment securities

Treasury Bills and Statutory deposits with Central Bank
These funds are placed with Central Bank and management therefore considers the risk
of default to be very low. These financial assets have therefore been rated as 'Superior'.

Balances due from banks

The credit quality of balances due from other banks is assessed by the Bank according to
the level of creditworthiness of the institution in relation to other institutions in the region.
The credit quality of these balances has been analysed into the following categories:

Superior:  These institutions have been accorded the highest rating, indicating that the
institution’s capacity to meet its financial commitment on the obligation is
extremely strong.

Desirable:  These institutions have been accorded the second highest rating, indicating
that the institution’s capacity to meet its financial commitment on the
obligation is very strong.

Acceptable: These institutions have been accorded the third highest rating, indicating

that the institution’s capacity to meet its financial commitment is adequate.

The table below illustrates the credit quality for balances due from banks as at
September 30:

Superior Desirable  Acceptable Total
2015 2,488,386 2,921,763 65,266 5,475,415
2014 3,988,780 3,523,445 69,318 7,581,543

Advances - Commercial and Corporate

The credit quality of commercial and corporate advances is internally determined from an
assessment of the counterparty based on a combination of factors. These include the
level and strength of experience of management, the track record and level of supervision
required for existing facilities of the company, the financial and leverage position of the
borrowing company, the estimated continued profitability of the company and the ability
of that company to service its debts, the stability of the industry within which the
company operates and the competitive advantage held by that company in the market.
The overall level of risk thus assessed is assigned a credit score which indicates the
overall quality of the Commercial/Corporate borrowing account. The related scores for
commercial and corporate advances that are neither past due nor impaired are defined
as follows:

Superior: These counterparties have strong financial position. Facilities are well
secured and business has proven track record.

Desirable: These counterparties have good financial position. Facilities are
reasonably secured and underlying business is performing well.

Acceptable: These counterparties are of average risk with a fair financial position.
Business may be new or industry may be subject to more volatility and
facilities typically have lower levels of security.

Sub-standard:  Past due or individually impaired.

The table below illustrates the credit quality of commercial and corporate advances as at
September 30:

Sub-
Superior  Desirable  Acceptable standard Total
2015 8,556 1,392,998 8,191,909 86,178 9,679,641
2014 5,368 936,925 6,553,920 48,238 7,544,451

203

The following is an aging of facilities classed as sub-standard:

Less than 31to 60 61to90 More than
30 days days days 91days Impaired Total

2015 - - - - 86,178 86,178
2014 - - - - 48,238 48,238

Advances - Retail loans and Mortgages

These retail loans and mortgages are individually insignificant and are secured by the
related assets for which these loans were granted to fund. The following is an aging
analysis of these facilities:

Lessthan 31t060 61to90 More than
Current 30 days days days 91 days Impaired Total

2015 10,285,017 2,015,709 37,041 66,707 115836 19,350 12,539,660
2014 9,779,387 1,639,243 42,692 48,751 74,955 32,720 11,617,746

Financial investment securities

The debt securities within the Bank’s investment security portfolio are exposed to credit risk.
The credit quality of each individual security is internally assessed based on the financial
strength, reputation and market position of the issuing company and the ability of that
company to service the debt. The level of credit risk thus assessed and associated with the
security is assigned a risk premium. These premiums are defined as follows:

Superior: Government and Government Guaranteed securities, securities secured
by a Letter of Comfort from the Government and securities placed with
institutions that have been accorded the highest rating by an
international rating agency. These securities are considered risk free.

Desirable: Corporate securities that are current and being serviced in accordance
with the terms and conditions of the underlying agreements and
Government and Government Guaranteed securities where the country
has been recently downgraded by an international rating agency. Issuing
institution has good financial strength and reputation.

Acceptable: Corporate securities that are current and being serviced in accordance
with the terms and conditions of the underlying agreements. Issuing
company has fair financial strength and reputation.

Sub-standard: These securities are either greater than 90 days in arrears, display
indicators of impairment or have been restructured during the financial
year.

The table below illustrates the credit quality of debt security investments as at September 30:

Available- Superior Desirable Acceptable Sub-

for-sale standard Total

2015 2,409,155 114,052 13,574 1,203 2,537,984

2014 1,727,105 90,011 14,581 143,360 1,975,057
Liquidity risk

Liquidity risk is defined as the risk that the Bank either does not have sufficient financial resources
available to meet all its obligations and commitments as they fall due, or can access these only at
excessive cost.

Liquidity management is therefore primarily designed to ensure that funding requirements can be
met, including the replacement of existing funds as they mature or are withdrawn, or to satisfy the
demands of customers for additional borrowings. Liquidity management focuses on ensuring that
the Bank has sufficient funds to meet all of its obligations.

& Republic Bank

We’re the One for you!




Rep

ublic Bank Limited

Notes to the Separate Financial Statements
For the year ended September 30, 2015
Expressed in thousands of Trinidad and Tobago dollars ($’000), except where otherwise stated

20. Risk management (continued)

20.3
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Liquidity risk (continued)

Three primary sources of funds are used to provide liquidity — retail deposits, wholesale deposits
and the capital market. A substantial portion of the Bank is funded with 'core deposits'. The Bank
maintains a core base of retail and wholesale funds, which can be drawn on to meet ongoing
liquidity needs. The capital markets are accessed for medium to long-term funds as required,
providing diverse funding sources to the Bank. Facilities are also established with correspondent
banks, which can provide additional liquidity as conditions demand.

The Asset/Liability Committee (ALCO) sets targets for daily float, allowable liquid assets and
funding diversification in line with system liquidity trends. While the primary asset used for
short-term liquidity management is the Treasury Bill, the Bank also holds significant investments
in other Government securities, which can be used for liquidity support. The Bank continually
balances the need for short-term assets, which have lower yields, with the need for higher asset
returns.

20.3.1 Analysis of financial liabilities by remaining contractual maturities

The following table summarises the maturity profile of the Bank’s financial liabilities at
September 30, based on contractual undiscounted repayment obligations, over the
remaining life of those liabilities. These balances include interest to be paid over the
remaining life of the liabilities and will therefore be greater than the carrying amounts on
the statement of financial position. Refer to Note 23 for a maturity analysis of assets and
liabilities.

Financial liabilities - on statement of financial position

On Uptoone 1t05 Over 5

demand year years years Total
2015
Customers’
current, savings
and deposit
accounts 31,196,608 2,999,824 17,862 — 34,214,294
Other fund
raising
instruments - 22,445 - - 22,445
Debt securities
in issue - 91,708 1,293,626 - 1,385,334
Due to banks - 393,980 - - 393,980
Other liabilities 409,191 - - - 409,191
Total un-
discounted
financial
liabilities 31,605,799 3,507,957 1,311,488 - 36,425,244
2014
Customers’
current, savings
and deposit
accounts 29,362,473 3,194,544 - - 32,557,017
Other fund
raising
instruments - 8,638 - - 8,638
Debt securities
in issue - 90,010 1,379,194 - 1,469,204
Due to banks 47,767 - - - 47,767
Other liabilities 370,584 - - - 370,584
Total un-
discounted
financial
liabilities 29,780,824 3,293,192 1,379,194 - 34,453,210
Financial liabilities - off statement of financial position

On Uptoone 1to5 Over5

demand year years years Total
2015
Acceptances 391,150 858,733 327,499 666 1,578,048
Guarantees and
indemnities 121 - - - 121
Letters of credit 68,559 - - - 68,559
Total 459,830 858,733 327,499 666 1,646,728

20.4

Financial liabilities - off statement of financial position

On Up to one 1to5 Over5
demand year years years Total
2014
Acceptances 283,600 714,438 215,951 671 1,214,660
Guarantees and
indemnities 121 - - - 121
Letters of credit 38,892 - - - 38,892
Total 322,612 714,438 215,951 671 1,253,672

The Bank expects that not all of the contingent liabilities or commitments will be drawn
before expiry of the commitments.

Market risk

Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate
due to changes in market variables such as interest rates, foreign exchange rates and equity
prices.

20.4.1 Interest rate risk

Interest rate risk arises from the possibility that changes in interest rates will affect future
cash flows or the fair values of financial instruments. The Bank has an Asset/Liability
Committee which reviews on a monthly basis the non-credit and non-operational risk.
Asset and Liability management is a vital part of the risk management process of the
Bank. The mandate of the Committee is to approve strategies for the management of the
non-credit risks of the Bank, including interest rate, foreign exchange, liquidity and
market risks.

The primary tools currently in use are gap analysis, interest rate sensitivity analysis and
exposure limits for financial instruments. The limits are defined in terms of amount, term,
issuer, depositor and country. The Bank is committed to refining and defining these tools
to be in line with international best practice.

The table below summarises the interest-rate exposure of the Bank’s statement of
financial position. Interest on financial instruments classified as floating is repriced at
intervals of less than one year while interest on financial instruments classified as fixed
is fixed until the maturity of the instrument.

An interest rate sensitivity analysis was performed to determine the impact on net profit
and equity of a reasonable possible change in the interest rates prevailing as at
September 30, with all other variables held constant. The impact on net profit is the effect
of changes in interest rates on the floating interest rates of financial assets and liabilities.
The impact on net unrealised gains is the effect of changes in interest rates on the fair
value of available-for-sale financial assets. This impact is illustrated on the following

table:
Impact on net profit
2015 2014
Change in
basis points Increase Decrease Increase Decrease
TTD Instruments +/- 50 39,799 (39,799) 39,393  (39,393)
USD Instruments +/- 50 3,785 (3,785) 2,460 (2,460)
Impact on equity
2015 2014
Change in
basis points Increase Decrease Increase Decrease
TTD Instruments +/- 50 (12,389) 12,635 (6,193) 6,450
USD Instruments +/- 50 (10,323) 7,243  (16,821) 17,119
Other currency Instruments  +/- 50 (63) 239 (508) 377

20.4.2 Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to
changes in foreign exchange rates. The Bank’s exposure to the effects of fluctuations in
foreign currency exchange rates arises mainly from its investments and overseas
subsidiaries and associates. The Bank’s policy is to match the initial net foreign currency
investment with funding in the same currency. The Bank also monitors its foreign
currency position for both overnight and intra-day transactions.
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20. Risk management (continued)

20.4  Market risk (continued)
20.4.2 Currency risk (continued)

Changes in foreign exchange rates affect the Bank’s earnings and equity through
differences on the re-translation of the net assets and related funding of overseas
subsidiaries and associates, from the respective local currency to Trinidad and Tobago
dollars. Gains or losses on foreign currency investment in subsidiary and associated
undertakings are recognised in reserves. Gains or losses on related foreign currency
funding are recognised in the statement of income.
The tables below indicate the currencies to which the Bank had significant exposure at
September 30, on its non-trading monetary assets and liabilities and its forecast cash
flows. The analysis also calculates the effect of a reasonably possible movement of each
currency rate against the Trinidad and Tobago dollar, with all other variables held
constant.
2015 11D usD BBD Other Total
Financial assets
Cash and cash

equivalents 352,512 34,907 981 11,721 400,121
Statutory deposits with

Central Bank 4,364,178 - - - 4,364,178
Due from banks 2,480,475 2,467,297 1,810 525,833 5,475,415
Treasury Bills 2,601,046 - - - 2,601,046
Investment interest

receivable 15,986 5,416 - 1,880 23,282
Advances 18,737,802 3,481,500 - - 22,219,302
Investment

securities 1,368,978 1,139,522 - 72,795 2,581,295
Total financial

assets 29,920,977 7,128,642 2,791 612,229 37,664,639
Financial liabilities
Due to banks 386,000 - - 7,980 393,980
Customers’ current,

savings and deposit

accounts 26,127,441 7,505,723 — 575,058 34,208,222
Other fund raising

instruments - 22,445 - - 22,445
Debt securities

in issue 1,148,820 - - - 1,148,820
Interest payable 16,213 1,130 - 79 17,422
Other liabilities 396,698 8,025 109 4,359 409,191
Total financial

liabilities 28,075,172 7,537,323 109 587,476 36,200,080
Net currency

risk exposure (408,681) 2,682 24,753
Reasonably possible

change in currency rate 1% 1% 1%
Effect on profit before tax (4,087) 27 248
2014 11D usD BBD Other Total
Financial assets
Cash and cash

equivalents 328,298 35,090 1,039 12,790 377,216
Statutory deposits with

Central Bank 4,050,897 - - - 4,050,897
Due from banks 4,335,238 2,693,273 1,066 551,967 7,581,543
Treasury Bills 3,683,608 - - 11,345 3,694,953
Investment interest

receivable 12,786 6,759 - 2,407 21,952
Advances 16,382,000 2,779,788 - 408 19,162,197
Investment

securities 560,811 1,348,673 - 107,247 2,016,732
Total financial

assets 29,353,637 6,863,583 2,104 686,164 36,905,488
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2014 11D usD BBD Other Total
Financial liabilities
Due to banks - 38,431 - 9,335 47,767
Customers’ current,

savings and deposit

accounts 24,753,322 7,177,167 - 620,163 32,550,652
Other fund raising

instruments - 8,638 - - 8,638
Debt securities

in issue 1,148,460 - - - 1,148,460
Interest payable 16,247 1,286 - 80 17,612
Other liabilities 353,815 10,380 103 6,286 370,584
Total financial

liabilities 26,271,844 7,235,903 103 635,864 34,143,713
Net currency

risk exposure (372,319) 2,001 50,300
Reasonably possible

change in currency rate 1% 1% 1%
Effect on profit before tax (3,723) 20 503

Operational risk

The growing sophistication of the banking industry has made the Bank’s operational risk profile
more complex. Operational risk is inherent within all business activities and is the potential for
financial or reputational loss arising from inadequate or failed internal controls, operational
processes or the systems that support them. It includes errors, omissions, disasters and deliberate

acts such as fraud.

The Bank recognises that such risk can never be entirely eliminated and manages the risk through
a combination of systems and procedures to monitor and document transactions. The Bank’s
operational risk department oversees this and where appropriate, risk is transferred by the
placement of adequate insurance coverage.

The Bank has developed contingency arrangements and established facilities to support
operations in the event of disasters. Independent checks on operational risk issues are also

undertaken by the internal audit function.

21. Capital management

22.

The Bank’s policy is to diversify its sources of capital, to allocate capital within the Bank efficiently and to
maintain a prudent relationship between capital resources and the risk of its underlying business. Equity

increased by $471.8 million to $6.8 billion during the year under review.

Capital adequacy is monitored by the Bank, employing techniques based on the guidelines developed by the
Basel Committee on Banking Regulations and Supervisory Practice (the Basel Committee), as implemented
by the Central Bank for supervisory purposes. The Basel risk-based capital guidelines require a minimum
ratio of core capital (Tier 1) to risk-weighted assets of 4%, with a minimum total qualifying capital (Tier 2)

ratio of 8%. Core capital (Tier 1) comprises mainly shareholders’ equity.

Capital adequacy ratio

2015 2014

21.72% 25.77%

At September 30, 2015, the Bank exceeded the minimum level required for adequately capitalised institutions
(2014: exceeded).

Fair value

221

Carrying values and fair values

The following table summarises the carrying amounts and the fair values of the Bank’s financial

assets and liabilities:

2015

Financial assets

Cash, due from banks and Treasury Bills
Investment interest receivable
Advances

Investment securities

Carrying

value

8,476,582

23,282

22,219,302
2,581,295

4

Fair Un-recognised

value gain/(loss)
8,476,582 -
23,282 -
21,997,819 (221,483)
2,581,295 -
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22. Fair value (continued)
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Carrying values and fair values (continued)

2015

Financial liabilities

Customers’ current, savings and
deposit accounts

Borrowings and other fund
raising instruments

Debt securities in issue

Accrued interest payable

Other financial liabilities

Total unrecognised change
in unrealised fair value

2014

Financial assets

Cash, due from banks and Treasury Bills
Investment interest receivable
Advances

Investment securities

Financial liabilities

Customers’ current, savings and
deposit accounts

Borrowings and other fund
raising instruments

Debt securities in issue

Accrued interest payable

Other financial liabilities

Total unrecognised change
in unrealised fair value

Fair value and fair value hierarchies

22.21

22.2.2

Carrying Fair
value value
34,208,222 34,208,222
22,445 22,445
1,148,820 1,268,970
17,422 17,422
409,191 409,191
Carrying Fair
value value
11,653,712 11,653,712
21,952 21,952
19,162,197 19,308,889
2,016,732 2,016,732
32,550,652 32,550,652
8,638 8,638
1,148,460 1,364,755
17,612 17,612
370,584 370,584

Determination of fair value and fair value hierarchies

Un-recognised

gain/(loss)

120,150

(101,333)

Un-recognised

gain/(loss)

146,692

(216,295)

(69,603)

The following table shows the fair value measurement hierarchy of the Bank’s assets and

liabilities:
2015

Financial assets measured
at fair value
Investment securities

Financial assets for which
fair value is disclosed
Advances

Financial liabilities for which
fair value is disclosed

Customers’ current, savings
and deposit accounts

Debt securities in issue

2014

Financial assets measured
at fair value
Investment securities

Financial assets for which
fair value is disclosed
Advances

Financial liabilities for which
fair value is disclosed

Customers’ current, savings
and deposit accounts

Debt securities in issue

Transfers between Level 1 and 2

Level 1 Level 2

1,123,862

1,448,827

- 21,997,819

- 34,208,222
- 1,364,755

1,429,530 578,596

- 19,162,197

- 32,550,652
= 1,148,460

Level 3

8,606

5,606

Total

2,581,295

21,997,819

34,208,222
1,364,755

2,013,732

19,162,197

32,550,652
1,148,460

For the year ended September 30, 2015, no assets were transferred between Level 1 and

Level 2 (2014: None).

22.2.3 Reconciliation of movements in Level 3 financial instruments measured at fair

value
Balance at Disposals
beginning Exchange [Transfers
of year adjustments Additions to Level 2
Financial
investments -

available-for-sale 8,606 - -

Balance at
end of year

8,606

23. Maturity analysis of assets and liabilities

The table below analyses the discounted assets and liabilities of the Bank based on the remaining period at
September 30, to the contractual maturity date. Refer to Note 20.3 - 'Liquidity risk' - for an analysis of the

financial liabilities based on contractual undiscounted repayment obligations.

Within After

2015 one year one year Total
ASSETS
Cash and cash equivalents 400,121 - 400,121
Statutory deposits with Central Bank 4,364,178 - 4,364,178
Due from banks 5,475,415 - 5,475,415
Treasury Bills 2,601,046 - 2,601,046
Investment interest receivable 23,282 - 23,282
Advances 7,818,064 14,401,238 22,219,302
Investment securities 381,475 2,199,820 2,581,295
Investment in associated companies - 93,409 93,409
Investment in subsidiaries - 2,623,364 2,623,364
Premises and equipment - 1,144,438 1,144,438
Net pension asset - 1,206,155 1,206,155
Deferred tax assets - 128,105 128,105
Taxation recoverable 4,954 - 4,954
Other assets 1,590,918 40,390 1,631,308

22,659,453 21,836,919 44,496,372
LIABILITIES
Due to banks 393,980 - 393,980
Customers' current, savings and deposit accounts 34,190,374 17,848 34,208,222
Other fund raising instruments 22,445 - 22,445
Debt securities in issue - 1,148,820 1,148,820
Provision for post-retirement medical benefits - 372,796 372,796
Taxation payable 124,153 - 124,153
Deferred tax liabilities - 348,946 348,946
Accrued interest payable 17,422 - 17,422
Other liabilities 935,395 150,735 1,086,130

35,683,769 2,039,145 37,722,914
2014
ASSETS
Cash and cash equivalents 377,216 - 377,216
Statutory deposits with Central Bank 4,050,897 - 4,050,897
Due from banks 7,581,543 - 7,581,543
Treasury Bills 3,694,953 - 3,694,953
Investment interest receivable 21,952 - 21,952
Advances 5,826,947 13,335,250 19,162,197
Investment securities 260,238 1,756,494 2,016,732
Investment in associated companies - 391,176 391,176
Investment in subsidiaries - 1,870,976 1,870,976
Premises and equipment - 991,993 991,993
Net pension asset - 1,279,876 1,279,876
Deferred tax assets - 136,099 136,099
Taxation recoverable 4,954 - 4,954
Other assets 396,475 40,311 436,786

22,215,173 19,802,176 42,017,350

4
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23. Maturity analysis of assets and liabilities (continued)

Within After

2014 one year one year Total
LIABILITIES
Due to banks 47,767 - 47,767
Customers' current, savings and deposit accounts 32,550,652 - 32,550,652
Other fund raising instruments 8,638 - 8,638
Debt securities in issue - 1,148,460 1,148,460
Provision for post-retirement medical benefits - 412,897 412,897
Taxation payable 53,846 - 53,846
Deferred tax liabilities - 367,862 367,862
Accrued interest payable 17,612 - 17,612
Other liabilities 958,518 149,428 1,107,946

33,637,033 2,078,647 35,715,680

24. Equity compensation benefits

a)

b)

PAGE 19

Profit sharing scheme

During the 2015 financial year $67 million advances were made to the staff profit sharing scheme
(2014: $71 million). It is estimated that approximately $100.8 million (2014: $96.2 million) will be
allocated to staff from the profit sharing scheme in the current financial year. Refer to Note 17.

Stock option plan

The Bank has a stock option plan for senior executives. Under this arrangement, the holder has
the right to purchase a specified number of ordinary shares of Republic Bank Limited at a
pre-determined price on or before a pre-determined date. Options are granted only when certain
pre-determined individual, corporate and strategic objectives are realised.

The plan provides that the maximum number of ordinary shares that may be purchased on the
exercise of options is 7,950,650 shares and the maximum entitiement for any one executive is no
more than 50% of the shares comprising the plan. There is a three-year waiting period after the
grant date of options before the grantee may exercise the right to purchase the shares represented
by the options. The maximum period within which an option may be exercised is ten years.

The option price shall be the Bank’s share price at the beginning of the performance period during
which the option is earned. The price is calculated as the weighted average closing share price on
all trading days during the calendar month, prior to the beginning of the performance period. The
process of assessment, calculation of options and approval by the Board of Directors takes place
in the first quarter following the end of the financial year.

The movement in outstanding options is outlined below.

2015 2014 2015 2014

Weighted average exercise price Number of shares

At the beginning of the year $87.71 $84.04 1,791,585 1,980,702
Granted $110.03 $104.41 355,800 362,833
Exercised $81.67 $85.24 (336,120) (551,950)
At end of year $93.39 $87.38 1,811,265 1,791,585
Exercisable at end of year $83.41 $85.40 859,349 1,209,734

Exercise

Expiry date price 2015 2014

15-Dec-15 $78.78 31,841 46,665

20-Dec-16 $90.19 93,301 124,503

20-Dec-17 $86.75 104,156 187,867

20-Dec-18 $80.00 137,160 167,038

20-Dec-19 $101.80 11,876 11,876

21-Feb-21 $85.94 143,481 224,419

3-Feb-22 $72.99 254,739 350,306

30-Jan-23 $92.67 336,496 336,496

31-Dec-24 $104.41 342,415 342,415

31-Dec-25 $110.03 355,800 -

1,811,265 1,791,585

The fair value of the stock options have been determined using a binomial option-pricing model.
The assumptions used in the calculation of the fair value are as follows:

Grant date December 18, 2014 to March 5, 2015
Number granted 355,800

Exercise price $110.03

Share price at grant date $118.20 to $119.75

Risk free interest rate
Expected volatility
Dividend yield
Exercise term

2.00% per annum
7.50% per annum
3.65% per annum
Option exercised when share price is twice the exercise price

Fair value $8.53 to $10.41

The expected volatility is based on historical volatility of the share price over the last five years.
The weighted average share price for share options exercised during the year was $81.34. For
options outstanding at September 30, 2015, the exercise price ranged from $72.99 to $110.03 and

the weighted average remaining contractual life was 9.1 years.

The total expense for the share option plan was $5.735 million (2014 : $8.150 million).

25. Dividends paid and proposed 2015 2014

26.

Declared and paid during the year
Equity dividends on ordinary shares:

Final dividend for 2014: $3.00 (2013: $3.00) 485,129 483,376
First dividend for 2015: $1.25 (2014: $1.25) 202,468 201,876
Total dividends paid 687,597 685,252
Proposed for approval at Annual General meeting

(not recognised as a liability as at September 30)
Equity dividends on ordinary shares:
Final dividend for 2015: $3.10 (2014: $3.00) 502,197 484,989

Contingent liabilities

a)

b)

c)

d)

Litigation

As at September 30, 2015, there were certain tax and legal proceedings outstanding against the
Bank. No provision has been made as professional advice indicates that it is unlikely that any
significant loss will arise or that it would be premature at this stage of the action to determine the
eventuality.

Customers' liability under acceptances, guarantees, indemnities and letters of credit

2015 2014
Acceptances 1,578,048 1,214,660
Guarantees and indemnities 121 121
Letters of credit 68,559 38,892
1,646,728 1,253,673

Sectoral information
State 211,871 178,854
Corporate and commercial 912,195 553,739
Personal 24,391 31,760
Other financial institutions 498,169 489,160
Other 102 160
1,646,728 1,253,673

Pledged assets

The table below illustrates the distribution of pledged assets in the Bank’s statement of financial
position:
Carrying amount Related liability
2015 2014 2015 2014

Financial investments -

available-for-sale 150,000 150,000 150,000 150,000
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26.

Contingent liabilities (continued)

29. Business combinations

d) Pledged assets (continued)

The assets pledged by the Bank relate to a pool of securities held for the purpose of providing
collateral for the counterparty. Individual securities within the pool maybe sold by the Bank once
the total value of the pool exceeds the value of the liability. In the event of the Bank’s default, the
counterparty is entitled to apply the collateral in order to settle the liability.

27. Subsidiary companies

Country of Equity
Name of Company incorporation interest
Republic Finance and Merchant Bank Limited Trinidad and Tobago 100.00%
Merchant Bank
Republic Investments Limited Trinidad and Tobago 100.00%
Investment-Management Company
Republic Securities Limited Trinidad and Tobago 100.00%
Securities Brokerage Company
Republic Wealth Management Limited Trinidad and Tobago 100.00%
Investment Advisory Company
Republic Bank (Cayman) Limited Cayman Islands 100.00%
Offshore Bank
Republic Insurance Company (Cayman) Limited Cayman Islands 100.00%
Insurance Company
Republic Bank Trinidad and Tobago (Barbados) Limited Barbados 100.00%
Offshore Bank
Republic Bank (Barbados) Limited Barbados 100.00%
Commercial Bank
Republic Caribbean Investments Limited St. Lucia 100.00%
Investment Company
Atlantic Financial Limited St. Lucia 100.00%
International Business Company
Republic Suriname Holdings Limited St. Lucia 100.00%
Investment Company
Republic Bank (Suriname) N.V. Suriname 100.00%
Commercial Bank
HFC Bank (Ghana) Limited Ghana 57.11%
Commercial Bank
Republic Bank (Grenada) Limited Grenada 51.00%
Commercial Bank
Republic Bank (Guyana) Limited Guyana 51.00%
Commercial Bank

28.

Structured entities

The Bank sponsors several structured entities which are not consolidated as the Bank is not deemed to be
in control of those entities. The Bank considers itself to be sponsor of a structured entity when it facilitates
the establishment of the structured entity. The Bank may hold an interest in some of these entities.

These structured entities include Mutual Funds and Retirements Benefit Plans which are financed through
the issue of units to investors in the funds. The Bank generates fees from managing the assets of these
funds on behalf of the third party investors. For the year ended September 30, 2015, the Bank earned
$11.4M (2014: $12.5M) in management fees from the retirement plans and $76M (2014: $94M) from the
mutual funds.

The Bank holds an interest of $16.5M in sponsored funds as at September 30, 2015, (2014: $15.6M). The
maximum exposure to loss in these funds is the carrying value of the assets held by the Bank. These values
are all included in the Investment securities portfolio of the Bank as at September 30, 2015.

PAGE 20  Visit us on republictt.com or email us at email@republictt.com

a) Acquisition of HFC Bank (Ghana) Limited

Over the period November 2012 to September 2013, the Bank acquired 39.87% of the outstanding
ordinary shares of HFC Bank (Ghana) Limited, a company based in Ghana and listed on the Ghana
Stock Exchange. In May 2015, the Bank acquired 17.25% of the outstanding ordinary shares and
obtained control of HFC Bank (Ghana) Limited. The acquisition has been accounted for using the
cost method.

As at September 30, 2015, the cost of HFC Bank (Ghana) Limited was $463.8M and is included in
the Investment in subsidaries.

b) Acquisition of Republic Bank (Suriname) N.V.

0n July 31, 2015, the Bank acquired 100% of the outstanding ordinary shares of RBC Royal Bank
(Suriname) N.V., renamed Republic Bank (Suriname) N.V., through the purchase of Royal Overseas
Holdings (St. Lucia) Limited, renamed Republic Suriname Holdings Limited. The acquisition has
been accounted for using the cost method.

As at September 30, 2015, the cost of Republic Bank (Suriname) N.V. was $288.6M and is included
in the Investment in subsidaries.

30. Events after reporting period

On June 26, 2015, shareholders’ approval was obtained to create Republic Financial Holdings Limited, the
umbrella company under which all of the Bank's main subsidiaries will be held.

The proposed formation of Republic Financial Holdings will be achieved by Republic Bank Limited
transferring (vesting) all of its banking business into Republic Finance and Merchant Bank Limited (FINCOR),
save for the shareholdings in various banking subsidiaries. FINCOR will be renamed Republic Bank Limited
and Republic Bank Limited will change its name to Republic Financial Holdings Limited.

We are currently in the process of obtaining all of the requisite approvals and expect the holding company

structure to be in place by January 1, 2016. This reorganisation will not result in any change of economic
substance for the Bank as at the vesting date.
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