FINSAC LIMITED

BALANCE SHEET AT MARCH 31, 26401

ABSETS

MNon-carrent asscty
Fixed asscts
Imvestment properties
Investments
Owed by related company
Loams. to finencis] institutions

Current assets
Accounts receivable and prepayments
Fixed deposiis
{ash and hank balances

ASSETE)
Shareholders’ equity (deficiency in assets)
Share capital
Contribufed capital
Profit and loss aceount — defieit

Non-carrent Habilites
Lomp-term liabilities

Current liabilitics
Mocounts payeble and accruals

Total linbilities and shareholders’ equity (deficiency
in ssmedy)

Notes

= T e

1t

12

2001
F000

7,501
1417, 759
7,275,271
1,346,068

6051404

16,168,003

2,109,192
760,941
— 196,393

1
131,403,117
{125,151,248)

6,231,872

11,044 456

1,938,203
12,284,653

13,234,531

The Noates on Statament VI form an integral part of the Financial Stataments,

Approved on behslf of the Board.

Siptement 11

E39.471
274,378
52,637

1

(98,509.931)
(98.509.950)

114,563,423

— 8,445,155
133,008,578

24,438,678



FINSAC LIMITED

FROFIT ANT LOSS ACCOUNT

YEAR ENDED MARCH 31, 2001

INCOME

Investment income
Remtal] income
Interest on loans
Inberest on deposits
IDB funding

OPERATING EXFENSES
Geoeral and administrative
Lose on sale of investments

Imperest on loans and edvances
Provision for uncollectible intereat receivable

Foreipn exchanpe Loss

Opecating losses
OTHER CHARGES
Loans and deposits loss provisions
Provizion for lozses in snbaidizrics and associated
companies and dimimition in vake of investments

MNET LOSS BEFORE EXCEFTIONAL ITEM
Rxceptional item

NET LSS

Npias

13

14

Hoo

54,334
73,623
3,575,136
186,413
%1}

3,958,037

437,395
1,190,680
3,730,935
396,351
22,733,361

{_1K,797.324)

( 3,982,104}
{_1.344,385)
{11,326 689}
( 30,324,013)

3,682,718
(26.641,295)

The Notes on Statement VI form an intepral pant of the Financial Statements.

Statemend TTT

§'000

38,298
57,033
3,255,030
57,079
—_1510
427,
432,034
222,122
15,040,135
2,676,232
318881

18,690,304
15 1

( 8,107,778)
(1468.777)
(15.576.550)
(30,839,267)



Statement TV

FINSAC LIMITED
STATEMENT OF CHANGES IN EQUITY

YEAR ENDED MARCH 31, 2081

T T il 7wl
E?&ﬂ Cﬁ?&]ﬂ S'000¢ 000
1 .

Balance ai March 31, 1999 (67.670,684) (67,670,683}

Net loss for the vear 0 - .- (30,835.267) (30.,839.267)
Balance at March 31, 2000 1 - (98,309,951) (54,505,950}
Net loss for the year - - (26,641,295) (26,641,295
Condributed capital L) S 130,403,017 - 131,403,117
Balance at March 31, 2001 1 131403117 (125.151246) _ 6251872

The Molss on Flatement V1 form an integral part of the Financial Statements,



FINSAC LIMITED

STATEMENT OF CASH FLOWS

YEAR ENDED MARCH 31, 2001

CASH FLOWS FROM OPERATING ACTIVTITIES
Met loss
Non-czsh items included in net loas
Depreciation
Deferred inderest on lomg-tenn labillities
Deferred interest on deposits with financial institutions
Loss on sale of investments
iomal ftems
Prowision for losses. in subsidisries and associated
compamics and dimdnution in value of investments
Exchange adjustment on conversion of foreign
currancy bomds

Increase in operating asscts
Accounts receivable and prepayments
{IPecrease) increase in operating Habilites
Accounts paysble and accruals

Cash used in operating sctivities
CASH FLOWS FROM INVESTING ACTIVITIES
Acqusition of fixed assets
Apquisition of investiments
Repayments from (Lozns to) financial instilufony.
Owed by related company
Fixed deposits
Proceeds from sale of fixed assct
Cagh used n investing actvities
CASH FLOWSE FROM FINANCING ACTIVITIES
Procesds from sale of investmants
Procesds from loens received
Contributed capital
Advances from subsichiaries
Redemption of bonds
Cash provided by fimancing sctivities
NET INCREASE (DECREASE) TN CASH AND BANK BALANCES
OPENING CASH AND BANK BAT ANCES

CLOSING CASH AND BANK BALANCES

Biatement V

2001 2000
$' 000 £'000
(26,641,255  (30,839,267)
36,137 13,680
19,853,559 9,206,085
{ E73,736) { 146,063)
= m.”:

{ 3,682.7T18) -
3,982,104 8,107,778
7,544,585 7,468,772
( __37.048) 7297
BE1,578 ( 5,887,596)
( 1,476,183} [ 471.929)
(1203530 5206544
(2398,137y  (__152.981)
( 45628y { 70.801)
( E57.555) ( 111,063)
837,483 ( 149.554)
{ 823,302y { 458,006)
( 486,563) 159,556

3% -
{_TFT5.175y (__629.38%)

1,660,007 -

. 1,250,001
7,321,524 -
1,656,088 1,123,934

( 7321824)  (_1.591,648)
1,317.085 JR2L287
143,773 { 582)

5.5 - .1

e 26,393 022

The Motes on Statement V1 form an integral part of the Financial Stetements.



Hintement VI,1
FINSAC LIMITED
MOTES TO THE FINANCTAL STATEMENTS

YEAR ENDED MARCH 31, 2001

1 INENTIFTCATION

The company was incorporated in Jamaica s & limited Hiability company on

January 29, 1997, to address the liguidity and solvency problems being experienced within
the finaneial sector, namely banks and ingurancs companies,

Some of its main objectives inctude:
{a) tocorrect liquidity and solvency issuscs;

() o improve the efficiency of the sector in mobilising and atiocating financial
TESOUCCES [0 the eoonomy;
(¢) o comect existing weaknesses in financial managemen; and

(d to aveid and minimise the exient to which (ke public sector protection of
depositors, policybholders and pension schemes is seen as relieving the
managers of the need for prudence and depositors of their responsibility for
being selective in the placement of their funds,

These financial stalements are expressed in Jamaican dollars.

2 SIGNIFICANT ACOCUNTING POLICIES

(@)

Agcounting convention, principles and standards

These fimancial stajemends have been prepared on the basig of the continuation of
the company as a going concern, which contemplates (he realisation of assets and
the repayment of liabilities in (ke ordinary course of business, snd under the
historical cost convention, except for certain imvestments which are stated at
valustions, The aceounting principles followed by the company are (hose generally
accepied in Jamaice, and these financial statements comply in afl material respects
with the requirements of applicable stajemenis of siandard sccounting praciice
issued by the Institute of Chanered Accountants of Jemaica,



Hintement V12
FINSAC LIMITED
MOTES TO THE FINANCTAL STATEMENTS

YEAR ENDED MARCH 31, 2001

SIGNIFICANT ACCOUNTING POLICTES {Cont'd)

(b)

(©

()

(e)

n -

Depreciation is calculated on the siraight-line basis on cost or revalued amounis
over the estimatad lives of the assets, Annual depreciation rates are based on the
following eatimated useful lives:

Leasehald improvements - 2 yeurs

Furniture and fisxtures - S yeurs

Office equiptment - 5 years

Cemputer equipment - 3 years

Muotor vehicles - 5 years
Foreign currencias

Trangactions in fioreipn currencies have heen converted to Jamaicen dollars at the
rutes of axchanpe reling st the dates of thoge tramgactions. Asgets end linkilities
demominated in foreign currencies are transtated to Famaican dollars at exchange
rates prevailing at balance sheet date. All exchange gains and losses are credited o,
or charged against ingome of the year.

Interest

Inrlarest income is credited to revenue on the accruel basis, and where such interast
is doubifil of recovery, provisions are made 1o reduce interest receivable 1o the
estimatad Tacoverable amount,

Invegiments

()  Inwestments, other than in subsidiary and associated companies, are stated
it cost less any provision required for permanent diminution in valee, &
provision for loss is made whers, in the opinion of the directors and
roansgeent, thers has been & permanent impairment i the value of an
inyestment,



FINSAC LIMITED
NOTES TO THE FINANCIAL §TATEMENTS
YEAR ENDED MARCH 31, 2001

2 SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(¢} Invesimenis (Conf'd)

(ii)

Subsidiary and associaied companics

Hintement VI3

Investments in subgidiary and associgted companies are accounted for
peimarily on the equity method. In the balance sheet these invesimenis are
included at cost, plus or minps the company's share of profits and losses
and regerves since acquisition, Loans and advances are reduced by a
provision where in the opinion of management they are not likely to be
recovered in full, Preference shares are included in other investments and
siuted at cost. A provision is made where, in {he opinion of management, a

permanent diminution in value has occurred.

The subsidiary and associated companies are as follows:

Percentags
Subsidicary comparties
Eagle Group of Companies 86
Rafin Treyst Limited 100
Recon Teost Limited 100
Union Bank Holdings Limited 1K
Larmks Limited 1
Dencasler Holdings Limitad 100

Eagle Permanent Building Socisty 100
Citizens Finance and Insurance Agency

Limited 104
Lifis of Jamaiea I irmijed T6
Afrium X § Holdings Limited 100
Atrium Holdings Limited 100
Atrium Group Limitad 100
Capital Assurance Brokers 100
Independent Life Limited 100

Assoviated companies
IElmd Life Insurance Company
Limmited 6.0
Dol Group Limited B.5

DB&G Merchant Baok Limdted 49.0
Lested Dovelopments Linvited 316

Juma 30
Mareh 31
Mareh 31
December 31
March 31
December 31
Septeraber 30

December 31

Degember 31

September 30
Seplember 30
September 30
December 31

March 31

December 31
December 31
December 31
December 31



Hintement VI 4
FINSAC LIMITED
MOTES TO THE FINANCTIAL STATEMENTS

YEAR ENDED MARCH 31, 2001

SIGNTFICANT ACCOUNTING FOLICTES (Cont'd)

@

(&)

Loang to, and deposits with, Finaneial Institutions

Loang to, and deposits with, financial institutions are statad at ovtstanding amounts
less provisions determinad by managemeant to reduce the outstanding amounts to
the estimated recoverable amounts.

Use of estimates

The preparation of financial statements in conformity with generally accepted
ageouniing pringiples requires management to make sstimaies and assumpiions that
affeet the amsounts of asssts and liabilities and the disclosure of contingent
liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period, Actual results coyld differ from
these estimates and any adjusiments. that may be neceasary would be reflactad in
the year in which actual results are known,

Financial instruments

Finangial instruments include contracts that give rise to both financial assets and
fimgneial liabilities. Financial assets inclided on the balance sheet are cash and bank
balances, invesiments, loans (0 financial institutions and all other current assets
except . Financial liahilities included are long-term liabilities and
current lishilities except acoruals,

Fixed asseis, imvesiment riies, prepayments and accroals are treated as nom-
financial ingiryments in these fnancial stalemenis,

The fair values of the financial instraments are highlighted in Mote 19,



Siatement V14

FINSAC LIMITHED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED MARCH 3%, 2011
FIXED ASSETS
Pyraitme
Leaschold and Ofce Campryter Bdsdar
lepuvements  Mlmoes poomon  Gowomemt  Yehid Tl
el §obh Foad §odh Al ] b0

Al cost

Aprl 1 5,643 2,023 2,783 70433 6212 §7,194

Additiong - 73 34 45,511 - 43,628

Digpogal I T - {800} O &0

Marchk 31 3043 _ 1% 1827 115944  F.612 132,222
Depreciation

April 1 4,361 1,523 639 10,313 1,258 18,794

Charge for year 1,112 62 571 32748 1,242 16,137

On disposal e . T {280} 210

Marck 31 473 _ 198 1212 43,061 2,930 34,721
et ook valos

Mhﬂh :“ ¥ m} ::::::::::;i:!':lib s E...E.:!. ..:!:#':é:!:? Egﬁg.#:g gﬁﬁ%? ...?.?..?.E?..;:

Marcl 31, 2000 . 600 2,044 60,120 4,254 68,400
INVESTMENT FROPERTEES

These are stated at cost and comprize:

$°000 $000

Freehold land 70,888 49,389
Freehold buildings 1,346,871 938,389
1,417,759 987,778

Ariging from the gale of its entire shareholdings in Union Bank of Jamaica Limiled,

ihe company has commitied 1o sell property costing J$239.6 million for J$200 million.



FINSAC LIMITED
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED MARCH 31, b 113
INVESTMENTS
Theess comyprise;
2081 200
5 00 FO0m
Sobaldlaty cohapanlies
Sharér ai oot
Eagle Groap of Compenies - % - F
Utdon Bank of famaies [imited - 4 3,084,654
Refin Trust Limitnd i i
Rooos Trust Livetted = .
Ubdon Bask Halfings Lirtited I 1
[ arrsbs T imisd - 4 .
Domeester Holdings Timirnd 17,815 ¥
Engls Permasest Bpildieg Sosdety 111 oo .
Clitleens Finsncs nad oprsnes Ageooy Dinsiwd 19, 455 -
Lift of Jamaics [imbmd 134,860 2 LR [
A X8 Moldingy [amitod - 1 .
Agriae Holdingy Linsdind —_— . 4
Atrtam Ciroap Limited = 4 CE |
Indopendant Tif Linsimd SR T | T
...... 426 % 1329972
loanr
iy Rooon Trest [imivd (Nove S{E)) 11, 714.77% 12,541,747
1] Refie Tee Lissied (Mot SBY) 1,747 706 617,504
(i)  Refin Tres s ot $(o)) 3,459,427 4,107,542
(W)  Rafis Troe Eimbed {Note S{d)y ®17,43F BiT 422
() Refis Trea Ilivsltwd (Mos 5Bk 126,524 129 534
fri)  Hefis Tros Do wed (e 3(5) S%6,057 536,057
(il Refin Tras Eimied (Nots S(b)Y 1,590,778 1,032,220
{wiid) Crown Esgle Life Inserenee Company
L isrited (Mestes S 13,229 358 13,204,558
(ix)  Coown Bagle Life Inmurence Company
Lisrritesd (Mete S(g)) 00,000 SO0, 000
{x) Baple Merchoni Banle of Jrmales
Liizodtedd (Mawe Hgl) 19800 19,500
(i)  Crown Regis Life Inmssner Coftspany
Llendted {Mate S{gl) 3. 700 9,700
(xii) Crown Begic Life Insussnce Conspany
Liendted (Mot Sh)) 38 _Bod 30, 7o
(s Crown Eegle LiG Msusines Codupany
Lizrted (Westes £{1)) [l Wi a4 000
{aiv) Coown Bsgle Life Inmerence Company
Limited Motz 3053 #7,373
(av)  Coown Bagle Life Inmuremce Company
Liwdted (Mote kW) 914,144 Qid, 144
fevl) Deion Bank of Jamsdcs Dmided {MNete S - 130,824
favii) Unon Hask of Jamaics Limited (Note &) - 4 prtats 20
{x¥viii) Urion Bank of Jesnades Limited {Note S(k)) « 34,730
{ele)  Capatsd Acsstnpse Duilding Scelety (Nots Ha)) TRE 341 -
faxhd  Atriem Hobdinge Dimited (Note S{o)h 5, bad_dde .
(axi) Abrem X 5 Holdings Dimated {Nate S{o)) __G2eaas
41454, 160 19,893,603
e 41,800,104 43,123 575

+ Denotes loss than §1,000
*  Rostetod



FINEAC LIMITED
NOTES TO THE FINANCTAL STATEMENTS
YEAR ENDED MARCH 31, 2001

INVESTMENTS (Cent'd)

Siatement VL7

8000 000
i 41,890,196 43,123,573
Advancas
'Eg,g%p Merelamt Bank of femaien Dimdted 5,339 -
Eagle Commercial Bank Lirnited 6,565 6,403
Uriion Bank Holdings Limited - 150,509
Lamaks Timited 10,020 30,020
Independent Life Lioigd @ 90,056 BS54RS
...... 131,970 27X 417
42,022 166 43,395,992
Brovision for logg of Investment, loans and sdvances { 26,876,244)  (23,872,000)
Share of losems of subsidiaries . 9,024,120) (_9.024,120)
{ 35,900,364) (32,896,140)
Total investment in subsidiary compmieg (net of provigions)  _ 6,121.802 13,499,852
Associated companies
MNatiemal Commencial Bank
Jamuaics Limiled = 187,333
NCB Group Limitsd - 047,802
Izlamad Lifee Ingsurance Company Limited E6B.BIE 168,818
Dyoll Group Limitad 37,132 37,132
DB &G Merchant Bank [imited - 37070
Lested Developments Limited 4,056 -
210,006 E, 358,158
Provisien for losses (_210,006) 231.653)
- E, 126,502
Share of losses et of capilal reserve - (_264,609)
Total investments in associated companies . - _B61.893



Hintement VI
FINSAD LIMITED

NOTES T THE FINANCIAL STATEMENTS

YEAR ENDED MARCH 31, 2061
INVESTMENTS (Cont'd)
000 £'000
Other investments
Preference shares:
120594 cammilative redeemable:
Matiomal Comeercial Bank Jamadea Limnited - 3,670,000
Atriom Group Limited 1,000,000 E, 000,000
Island Life Insurancs Company Lintitad 240,080 4G (80
Dyoll Group Limitad 162,868 162,868
086 recleemable;
Mational Commereigl Bank Jamaios imited - L 162,667
Union Bank of Jamaica Timitad - E452 0044
Life of Jaraaics Limited 1,056,684 =
Uinion Bank of Jamaica Eimited
- ORet RS convertible cumulative
redeamizhla - 98,291
- 12¢4% non-cumalative redeemable - E, 000,000
Life of Jarmaics Limited
12349 curmy lptive redeemable - 1,056,684
20%n cumulative redeernable = 041
25% cumulative convertible = 19,885
DBE&G Merchant Bank T.imited
= 124% convertible cumglative radeemable = TE0 948
Eagle Merchant Bank of Jamaica Limited
«  12¥% non-purnulative comnvertible B _ 2,000,000 _ 2,000,000

o _4468.632  1L.990.508



Hintement VIO

FINSAC LIMITED
NOTES T:O: THE FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2001

INVESTMENTS (Ceot'd)

$000 £000

4,468,632 11,990,508

Less:  Provision for loss of investment ( 3.691.674) ( 5.844427)
776,958 6,145,081
Deferrved shares
Vicioria Mytual Building Society
{See Note below) 376,511 347,633
Total other investments 1153469 5493714
Total investments 7275271 17,855,459
Long-lerm loans
(2}  Theamoyntat item (i) arose as g result of the company issuing bonds jo Mational

)

(©

Commercial Bank Jamaica Limited (MCBT) and NCH Trust and Merchant Bank
Limited on behalf of its wholly-owned subsidiary, Recon Trust Limited, to
purchase non-performing loans of those banks. Recon Trust Limited subsequently
tramsferrad these loans to Refin Trust Limred.

The mmount at items (i) and (vii) arose as a result of the company issuing bonds 1o
Union Bank of Jaraica Limited (UBT) on behalf of its wholly-owned subsidiary,
Refin Trust Limitad, to purchase non-performing loans of that bank.

The amount at item (Lii) aross us o result of the company isguing bonds ts UBJ on
behal f of its wholly-ovwned subsidiary, Refin Trust Limited, to purchage non-
performing and underperfoeming loans of the then Herizon Financial Entities,

The emounts at tems (1) and (jii) are shown net of refunds from the subsidiaries,



FINSAC LIMITED

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2001

INVESTMENTS (Cont'd)

Long-term loans {Cont'd)

@

(e)

®

)

)

)

®)

The amount at iter (iv) arose as a result of the company issuing bonds fo [sland
Vigtoriy Bank Limited on behalf of its wholly-owned subsidiary, Refin Trugt
Limited, to purchase non-performing loans of that bank.

The amount al item (v} zroge as a result of the company i2suing bonds to URJ on
behalf of fig wholly-owned subgidiary, Refin Tragt Limited, to purchase non-
performing and under-performing loans. of Island Life Merchant Bank Limited.

The amoynt at iem (vi) arose ag a result of the company issuing bonds to Victoria
Mutusl Investments Linited (VMIL) on behalf of its wholly-owned subsidiary,
Refin Trust Limited, to purchase non-performing loans of VMIL,

Interest is charged on the loans at items: (viii) to (xi) at the rate of 1241% per anom.

Inderest is charged on the toan at item (xii) a1 the rats of 10% per annum on
principal of US$850,000 (J$38,869,225).

The amount al flem (xiii) arcse as a result of the company taking over advances
given by the National Investment Bank of Jamaica Limited (NTBJ), The Liability
under the debt formed part of the Minisiry of Finance-Coniributed Capital (See
Note 117,

The ameunt at item (xiv) arose as a result of the company fssuing bonds to
Guardian Life Limited to setile the shortfall in the portfolio assumed from Crown

Eagla Lifa Insurance Company.
The amount al itemg (xv} and (xviii) arose as a result of the following transactions:

- Crown Eagle Life Insurance Company (CEL) and Union Bank of Famaica
Limited (UBT) were indebied to various financial institutions,

- The Ministry of Finance issued Local Registered Stocks o these fimancial
ingtitutions in satisfaction of those liabilities,

- The company assumed these liabilities on behalf of CEL and UBJ from the
Ministry of Finance.

The loan at item (xvi) arose out of a set-off arrangement. between Workers Savings
and Loan Bank (Workers), UBJ, Horizon Group (Horizon) and FINSAC, whereby
Horizpn's debt with Workers was used to offset Workers' liability to FINSAC,
Part of the loan balance was used to offset some of FINSAC's Liability to UBJ.
Arnising from the sale of the shares in UBJ (See Motz 6), the balance on this loan and
the amount at (xvi} were written-off.



FINSAC LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2001

INVESTMENTS (Cont'd)

Long-term loans (Cont'd)

(m) Interest rate has not yet been determined for the loans at items (i), (1) (iif), (iv), (v),
(i), (vii), (i}, (xiv), (2ow), (xvi), (ovid], (owiii) and (ix),

The above lpang are unzecyred and (he repayment dries shall be determined by FINSAC,

(n)  Theamount at item (xix) arose as a result of the company issuing honds 10 BT on

behalf of Capital Assurance Building Society (CABS) for bank overdraft settted by
LB

(0)  Theamounts at (xx) and (30xi) arose from the company financing the purchase of
shares im National Commergial Bank Jamatca Timited.

The interest rate has not yet been determined. The repayment dates shall be
deternuined by FINSAC,

Disposal of investments

By the share sale agresment daied March 3, 2001 between the company as seller and
RBTT Financial Holdings Limited and RBTT Iniernational Limited as purchasers, the
company agreed to sell its entire shareholdings in Union Bank of Jaraica Limited (UBJ),
The fellowing shares at cost were sold, effective March 22, 2001:

Ordinary ghares 3,086,654
2084 cumulative redeemable B.iM1
25% cumulative convertible 19,8835
1244% non cumplative redeemable shares 1,000,040

91494 LISE conwertible cumylalive
redeemable preference shares 08,291
0% redeemable preference shares 1,452 044
8,664,015

The consideration of (ke ghares, payable in Uniled States dollars, is the equivalent of
JE3.61 billion being the net asset value of UBJ as disclosed by the {inal audited
accounts at June 30, 2000, discounted by I52 billion.



FINSAC LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2001

INVESTMENTS (Cont'd)
Dispogal of investments {Cont'd)

The purchase price of 1$1.61 billion will be paid as follows:

)
(ii)

(1%}

the United States dollar equivalent of J§1 billion payable on completion;
the vendor and purchaser agreed to include in the final sudited ageounis
certain provisions described as an adjustment,

Inn the event that the adjustment ig greater than the bank's profit made and
retpined dyring the period July 1, 2000 to Febryary 28, 2001, the purchase
price will be recluced by the difference,

In addition, if the provision or reserve, together with any recorded liability in
the final mudited sccounis exceed the actual cosls incyrred, then the
purchasers will pay the excess lo the vendor, however, should the cogls be
less than the amount provided for, then the purchager will increase the price
paid to the vendor,

the balance is payable in United States dollars on or before March 15, 2003,
together with interest al the rate of 6% per annum from the completion date
to the date of payment of the balances.

in the event that the purchase price is Jower than the proporiion of the ke
~gver offer price attributable to the company's shares, the company agrees 1o
transfer in favour of the purchaser, such number of its shares, the value of
which would aqual the differenca.

In addition, the company has assumed the following, consequent upon the above sale
agresment -

(2)

®)
(c)

to procure as at the completion date in respect of UBJ, that the percentage
of non-perfarming loans with arrears of interest in excess of 90 days, net of
specific provizion made in relation thereto, shall nol exceed 6% of the (otal
loan portiolin in secordance with the applicable guidelines imposed by the
Band: of Jasvenica;

to wind up certain pengion plans of former related companies;
to negotiate the sale to the purchaser of any premises on which TTRJ

branches are situated and which are owned by the company or it controlled
GOMIPANIES;



FINSAC LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2001

INVESTMENTS (Coot'd)
Irisposal of mwestments {Cont'd)

4] to compensate UBT for 82 bilkon of 18 cash paid to the Bank of Jamaics by
payinge interest on the amount of the weighted swersge vield mabe of the Iatest
gix monthy Trespury Bills of the Govermment of Jamaica;

() fior a period of one year from the complction date, cayss an unsccured ling of
catdit i the amoont of §3 bilhen m favour of EBF against mmy advabces by the
BOJ (intercst €0 be peyable by UBJ at the same mute ag item (d) above).

(f} in addition, the company;
will be akiotted 488,639,988 ordinary sharcs of $0.50 cach in UBL
* owill gxéredse 18 Sdmvetsion hgh!ﬁ H Déspedt of the 9.5% USE conwverhbls
cumnlative redeemsble preforence sheres of $1; and
»  will 3¢ll fo the purcheser corlain of s roal ¢slaie sifusted at 17 Dominiga
Diiwe wmd Tropical Plara for $20 million sd 338 million regpectively.

Dreferred ahares

The deferred dhatés bear iftercst at the rate of 10% pér atiturm: of four penéentage points below
the Focicty's provailing lending rate whichewer ia lower, During the year intercsl was paid at
the taie of 10% per atmrm,

The Socicty's shall be obliged to redeem the deferred sharea by Decomber 30, 2005,

LOANS TO FINANCIAL INSTTTUTIONS

These comprise;

000 £000

Jamaics hutmsl e Aosmrance Soedcty (Mot Gli)) 17 448,375 15 848,376
Workery Euvimgn snd Eons Bank (Mote: &k)) B EL(, 536 0085 536
Iryall Life Pnsnramos Cosnpany Limdved (Mot €(e)) 96,430 Tas kel
Interontinestel Mirchast Back Tomied (Mot S{E0) 1041, 3844 1000 384
Coaribbean Trag Meschart Hanle Tindied (Mo §0e)) 13517 23917
Buck Secorides Merchan: Barboesy [dmited (Sots ofa3) 38, ¥ed FE e
Fagle Permaanent Budbding Snf.:mzy {Motes 64150 140 G0 140 600
Fidnlity Firanee Merchent Rene (Mot [0 B9 542 A v
Coldes Pimasoe Merchant Hank Lidiod {Mote 6(g)) 121 734 121,738
Corprrste Tasumacs Hrokes Lisioad (Mew allz) 35,363 s&,ﬁai
Comesitp Mivehues Boak Lirsisd (sote 600 004,225 oo, 18K
Pedon Bamk of Yamnades, Edeadied fMote &5 _Ss000e 0000000 - .
3%.241,873 29,168,558
Les: Provisen for logses {_27,1950,468 (23,200,364)

D050 3,960,154
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FINSAC LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2001

LOAANS TO FINANCIAL NSTITUTHONE (Cont'd)

The above loans arose as a result of financial arrangements made by the company o correct
solvency problems experiencad by these financial institutions as fiollows:

(@ (0 theloan to Mutual Life comprises:

* bonds issued in the amount of $1.033 billion to settde shorifadl m the
assels transferred to Guardian Life;

+ bonds issned in the amount of 57,76 billion endorsed to National
Commercial Bank Jamaica Limited (o settle the Society's debt to the
bank;

* bonds issued in the amount of 32 billion used to settle the Society's
intercompany balances;

»  bonds in the amopnt of $348 miklion issued to bomd-holders for whom
CIBC Trust and Merchant Bank Jamaica Limited are Trustess,

= The company assumed the responsibility of the Society's debd to the
Ministry of Finange, which issped LES in the amount of $6 billion to a
{inancial institution on behalf of the Society.

= balance on cash advances of $334 million,

(i) The loans approximating $9 billion are subject to a moratoriym on principal
and interest payments up to the fifth anniversary of the date of the first
dishursernent, and are subondinated to all other creditors of the Society.

They shall be repaid thereafler in forty equal quarterly inslaiments
consisting of principal and interest.

They bear simple interest at the rate of 444% per annum: during the first five
years, which shall be capitalised on the fifth anniversary of the date of the
first disbursement. Interest shall be compounded anmually at 4¥%
thereafier,

(b)  Theloan to Workers Savings and Loan Bank comprises:

»  the company taking over advinces of $6.522 billion given by the Bank of
Jamaica (B0J). The pompany issued Bonds of an equivalent value to BOJ,
The Linbility under the Bonds is reflected ag o long-term linbility to BOJ. (See
Notes 11{a)};
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FINSAC LIMITED
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED MARCH 31, 2081
LOANS Ti) FINANCIAL INSTITUTHONE (Cont'd)

()  (Cont'd)

s  the company assymed an additional $2 ballion overdrafl, which the Ministry of
Finance had settled on behalf of Workers, In addifion, an overdraft of §1.06
billion. due to Workers by ancther institution and for which the company
assumed the debi, was set-off against this $2 billion, resulting in & net balance of
$940 million;

= bonds issued by the company in the amount of §1,62 billion to Union Bank of

Jamaica Limited {LJBT) to cover the deficiency in assets UTRJ assumed on its
purchage of the nat asrets in Workess Syvings and Loan Banle, and

s a set off of $195 million for property transferred (o Guardian Life to bridge the
shortfall in the portiolio purchased from FINSAC,

Interest is charged on the loan in the ampunt of $7.465 billion at the rate of 12)%per

anmum, The intareat rate for the balance of $1.425 billion has not yet been determined.
The repayment dates shall be delermined by FINSAC,

(¢ ()  The loan to Dyoll Life Insurance Company Limited comprises:

- an amount of 3319 million primarily {0 cover policyholders'
liabilities and overdrall facilities;

the loan is secured on cenain real estate owned by Dyoll Group
Limited;

& i dabentire mote for $135 million:

- additional bonds for $95 million and cash sdvences of §17 million:

. ihe company sssumes the responsibility of debt to the Ministry of
Finance which iszusd LRES in the amount of £199 million to Enameizl
ingtitutions on behalf of Dyoll Life; and

] bonds issued in the amount of 33036 million to Guardian Life to
bridge: the shortfall in the portfolio purchssed from FINSAC,
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FINSAC LIMITED
MOTES TO THE FINANCTIAL STATEMENTS

YEAR ENDED MARCH 31, 2001

LOANS TO FINANCIAL INSTITUTIONS {Cont'd)

()

@

(&)

©

(b)

{Cont'd)

(ii}  Interest is charged on the loan of $319 million at the rate of 24.5% and ot
the $135 million at the rate of 12.50% per annam. The interest rate for the
balance of $342.43 million has not vet besn determined. Repayment of the
principal sums shill be determined by FINSAC.

The loan to Intercontinantal Meschant Bank Limitad (IMB) arose a3 a result of the
company purchasing a Promissory Note igsued by IMB to Union Bank of Jamaica
Limited (UBJ) in consideration of UBJ assuming IMB's depoait liabilities. The
company issued Bonds of an equivalent amount to UBJ,

Inierest is charged on the loan at the rate of 1214% per annum, Kepayment of the
principal sum shall be determined by FINSAC.,

The loans to both Buck Securities Merchant Bankers Limaited and Caribbaan Trust
Merchant Bank [imited arode as a reqult of the company purchaging Promissory
Notes issued by the two merchani banks to National Commereial Bank Jamaica
Limited (NCBJ) in consideration of NCBJ assuming the banks' deposit Liabilities.

The company issued Bonds of an eguivatent amount o NCBI. The liabifity nnder
the Bond is reflected as & long-term liability to NCBJ (3ee Note 11(c)(i)).

The loans are interest free. The principal sum is to be repaid upon demand by
FINSAC.

The lvan to Eagle Penmanent Building Seciety was converled from a depositio a
loan, The amount is repayable on demand at an interest rate of 12.5% per annum,

The lpans to Caldon Finanpe Merchant Bank Limited amd Fidality Finance
Merchant Bank were ¢onverted from deposits 1o loans, They are repayable on
demand 3t an interest rate of 2696 per anmm,

The loan to Corporale Insurance Brokers Limiled (CIB) resulied from 2 payment of
$21 million to UBJ on behal{ of CIB to settle the loan owed fo UBJ, The balance
represients further cash advanges o CIB;
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FINSAC LIMITED
NOTES TO THE. FINANCTAL STATEMENTS
YEAR ENDED MARCH 31, 2001

LOANS TO FINANCIAL INSTITUTHONS (Cont'd)

)  (Cont'd)

The loan in the amount of $2 1 million is at the rate of 1% per annurn. Interest has not
yet been determined for the balance of the loan in the amount of $17.363 million,
Repayment of the principal shall be determined by FINSAC.

(i) The foan to Corporate Merchant Bank Limited represents boods o be issued by
the company to Union Bank of Jamaica Limited (UBI) to cover the deficiency in
assets UBJ assured on its purchase of the net assets in the Menchant Bank,

The rate of inierest and repayment terms have not yet been determined.

G Loan to Union Bank of Jarmmica Limited (UBJ)

The loan to UBI arose as a result of the company issning honds to BOT on bebalf
of UBJ, 10 setfle an overdradt with the former,

Inierest is charged at the rate of 4.5% per annum, Arising from (he sale of the
shares held in UBJ (See Note 5), the company agreed to waive all interest dye for a
period of six months, commencing from the completion date,

The pringipal balange will be repaid on the sequisition date az follows:

(i) the trangfer of LRS having g face value of $2.6 bitlion; and

(ii)  comwersion of the balance of $2 billion into 6% cumulative redeaemable
convertible unsecured losn stock o masure two years from the acquisition
Jurte,

Interesi on the balance will be paid annually,
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NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED MARCH 31, 2001

ACCOUNTS RECEIVABLE AND FREPAYMENTS

000 000 §'000
Proceeds on sale of investments 1623000 -
Inderest receivable 1E,526,8135 B 223,543
Less: Provision for uncollectible interest  (11,286,405) (7555471}
240,410 __hER.074
Deposit on Teal estale 9,562 79,980
Other receivables and prepayments 300,503 271,508
510,065 351,488
Less; Provision for doubtfial debt (__264,283) (180,091}
245782 1713w
2,109,192 39471

FIXED DEPOSITS

These represent short-lerm deposits with financial institutions. as follows;

S'000 S'000
Union Bank of Jamaica 1imited 730,124 174378
Mational Commercial Bank Jamaica Limited k.0 -

Deposits at Union Bank of Jampica are ot interesi rates ranging from 16.5% to
2025%. Deposits af National Commercial Bank Jamaice Limited are at interesi raies
ranging from 16.35% to 17.%%,



1

11

Siaternment V119

FINEAC LIMITED

NOTES TO THE FINANCTAL STATEMENTS

YEAR ENDED MARCH 31, 2001
SHARE CAPITAL
5 §
Authorised:;
20 ordinery shares of$1 each 200 200
Issued and fislly paid:
150 ordinary shares of $1 each 150 150
CONTRIBUTED CAPITAL
§000 2000
The balanss represents:
(a) Advances from the Giovernment of Jamaica (GOJ) 19,084,577 -
(b) Redemption of FINSAC bonds by the issue of
LRS 1o the bondholders by GOJ 104,996,716 -
{(¢) Redemption of FINSAC bonds with advances
received by the GOJ from multilateral finding
agencies 7,321,824
All the sbove FINSAC debts were forpiven by the GOJ and, thersfors, the amounts have
been classifisd a3 Contributed Capital,
LONG-TERM LIABILTTIES
00 S'000
Advances from Bank of Jamaica (Note 11{a)} - 27,472,807
Advances from Government of Jamaica (Mote 11{(b)) - 16,251,517
FINSAC bonds (Note 11(¢)) 11,044 456 70,839,099

11,044,456 114,563,423

(8} Advances from Bank of Jemaica {BOT)

During the year the advances from BOJ were assumed by the Ministry of Finence and
Planning which subsequently forgave these debts, The amounts are included in Note 10
as Contributed Capital.
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FINSAC LIMITED

NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED MARCH 31, 2001

LONG-TERM LIABILITIES (Contd)

)

(<)

Advances from the Government of Famaica

Siztement V120

Dwring the vear these advances, inchuding interest were forgiven by the Ministry of
Finange and Planning, The amounts forgiven are recorded in Note 10 as Contributed

Capital,
FINSAC bonds

NCB Group Limited and Subsidiaries
(Nole 11(c)i))
Union Bank of Jamaica Limited {Note 18{c)(ii))
Eagle Merchant Bank of Jamaica. Lirnited
(Note 11(e)(ii))
Jamaica Mutyal Life Assuranpe Society
(Note 11(c)iv))
Life-of Jamaica Limited (Note 11{c)}{(v))
Island Life Insurence Company Limited
(Nate 11{c)(vi))
Dryoll Life Insurance Company Limited
{(Mote 11 {c)(vii))
Crown Eagle Life Insurence Company Limited
{Note 11 (c)(viii))
DB&C Merchant Bank Limited (Note 11(c){ix))
National Fvvestment Bank of Jamaica Livwitad
(Note 11 (e)x)}
Jamaica Developmeni Bank Limited (Note 11{e)(xi})
Victorie Mutual Investments Limited (Note

L {eXxii))
Vietoria Mutual Building Sociaty (Note 11 {c){xiii))

Interest capitalised net of redemption

* Reslaled

2,144,570
1,363,687

738,823

2,784 346
552,480

366,500

129,518
148,017

11,335

19,135,304
14,377,955

2, CRCHD CHR0
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FINSAC LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2081

11 LONG-TERM LIABILITIES (Cout'd)
(c) FINSAC bonds (Cont'd)

FINSAC bonds are guarantesd by the Government of Jamaica and are payable at a fived
future date. These bonds are transferable.

Interast 35 charped at variows fixed rates for each loan for & defined period and thersafier,
the aggregate of the weighted average yield rate applicable to the latest six month treasury
bill tender expressed as a perceniage plus one percent, Af March 31, 2001 inierest rates
ranged [rom 17.88% to 20.41% except as otherwise indicated.

Interest is payable semi-annyally and may at the company's option, be satisfied in cash or
the issue of bonds, The interest on the bonds has the same maturity date as the principal
sum to which they relate,

(i) NCB Group Limited and Subsidiaries

3000 000
* NCB Group Limited
1215%; Redeomphle Preference Shares - 1,000,000
e Nagional Commercial Bank Jamaica Limited
(NCBJ)
{a} Purchase of non-performing loans of the
Bank and transferred fo Racon Trust
Lirnitad B72,000 12,622 625
() 12%4% Redeemable Preference Shares - 3,670,000
{e) 0% Redeemable Preference Shares
of NCBJ - 1,162,667
(d) Ordinary shares equivalent o 40% of
the issued share capital - 167,333

{2} The asgumplion of depogit liabilities of
Caribbean Trust Merchant Bank Eimited
and Buek Secprities Merehant Rankorg
Limited - 62,670

ot R72.000 18,685,304
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FINSAC LIMITED
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED MARCH 31, 2001

11  LONG-TERM LIABILITIES (Cont'd)

()  FINSAC bonds {Cont'd)

(i)  N.C.B.Group Limited and Subsidiaries (Cont'd)

$'000
it £72,000
+ NCE Trost & Merchant Bank Limited
Purchase of non-performing loans of the
Bank and transferrad to Recon Trust
Limnited -
+ NCB Investments Limited
Purchase of non-performing loans of the
institution and transferred to Refin Trust
Limited 1272570
2,144,570

$000

18,685,304

450,000

All the bonds except for the principal sum of §2.144 billion, which was
redecmed subsequent to the year-end, were transferred (o the Government

of Famaica, (See Note 11(d)).
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FINSAC LIMITED

YEAR ENDED MARCH 31, 2001

LONG-TERM LIABIIATIES (Cont'd)

FINSAC bonds {Cont'd)

©)

(i}

Unicm Bank of Famaica Limiged

Statement V1,23

NOTES TO THE FINANCIAE STATEMENTS

The bonds originally issued to Union Bank of Jamsica Limited (UBJ) are
in exchange for;

(a)

)

{©

(@

{e)

{0

The purchass of non-performing loans of
UBJ which were transferred to
Refin Trust Lirited

124% Redeemable non-cumulative
Preference Shares in UB]J

The purchage of non-perfiprming loans, inter-
company balances, and equity investments
in the Horizon Financial Entities

The purchage of non-perfprming loans of
URJ which were transferred to
Refin Tryst Limited

The asaumption of the deposit liabilities of
{aldon Fimance Merchant Bank Linnted and
Fidelity Finance Merchani Bandk

The purchage of non-perfprming loans, inter-
company balances, and equity investments
in the Horizom Financial Entities

The asaumplion of the deposit liabilitias of
Intercontinentel Merchant Bank Limited

Balenge o1

2001
5000

9,100

LGV, 741

21,494

___ 3852
1,202,187

§° 00

1,334,226

1,000,000

3,808,359

47,706

151,885

63,893

..... 100,384
6,500,455
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FENSAC LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2001

11  LONG-TERM LIABILITIES (Cout'd)

()

FINSAC bonds {Cont'd)

@)

Union Bank of Temaica Limited (Cont'd)

Balance bif 1,202,187

() The purchase of non-perfomming and undes-
performing loans in Istand Life Merchant
Bank Limited and 0% Radeemable
Preference Shares -

{i} Parily for 0% Redeemable Preference Shares
in the Horizon Financial Enlities -

(i} The purchage of non-performing loany of
Island Vicioria Bank transferred to Refin
Trust Limiled

(k) The purchase of 1,485,000 ordinary shares in
the Bank

()  The purchase of non-performing loans of the
Bank -

{m) To settle deficiency in assets arising from
the purchase of net assets of Workers
Savings and Loan Bank Group -

{n) The purchase of non-performing loans of the
bk 161,500

1,363,687

$'000

6,506,453

181,569

474,033

B17.422

2,821,500

1,052,229

All of the above bonds except items (C)ii)a), (C)(iiXc), (CHie), (CHiNg)
and {c)(ii)(n) were transferred to the Covernment of Janaics. (See Note

11gd).
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FINSAC LIMITED
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED MARCH 31, 2081

11 LONG-TERM LIABILITIES (Cont'd)
(€)  FINSAC bonds {Cont'd)
(i)  Union Bank of Jamaica Limited {Condt'd
The pringipal sum at items (c)(ii){(a), (cHii){c) and (c)(ii){n) were redeemed
subsequent to the year-end. Repayment terms and the rale of interest have
not been finalised for the balance at item (c)(ii}(e) and (e)(ii}g).
(i)  Eagle Marchant Bunk of Jamaica Limitad

The bonds originally issusd to Eagle Merchant Bank of Jamaics Limited and
teansferred 1o Hagle Commercial Bank Liraitad are in exchange for:

2001 2000
£ 000 000
1254% non=-cumukative convertible B
Preference Shares in Eagle Merchant
Bank 738,823 2,000,000

The principal sum of $7T38.823 million is due October 31, 2.  Tha
balimce of the above bomds wis (ransferred o the Government of Jamaica
(Ses Nots 11(d)).
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FINSAC LIMITED

NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED MARCH 31, 2001

11 LONG-TERM LIABILITIES (Cont™d)

(€0  FINSACbonds (Con('d)

(W)

)

FJarnaica Mutual Life Asgurance Society (Mutual Life)

The bonds (o Mirtual Life wers it exchange for:

(8)
(»)
(c)
(d)

(e

The principal sum is due December 16, 2012,

2001

£000
Bonds 1o Muteal Life endorsed over to
MCRE to settle the pverdrait with that Bank 425,172
Purchage of shares in WCB Group Limited
43 8% -
Honds izguerd (o Mutyal Life to sertla
ceriain of the Society's intercompany balancez 1,233,020
Bonds iszeed on behalf of the Society to
settle ameunis owed to CIBC Trost and
Merchant Bank Limited 348,074
Bonds igmeed to Goardian Life Limited to
settle shortfall in portfolios taken over from
variops financial institutions 780,080

2,784,346

Cortain  bonds in item

{cKiv)(a) and (b} were transferred to the Government of Jamaica,(See Note
11{d)). Subsequent lo year-end, bonds in the amount of $1.794 billion were
redeemed,

Lifleof Jamaica Limited

The bonds to Life of Jamaica Limited (LOJT) were in exchange for:

£ 000
» Ordinary shares of LOT - equivalent to
26% of the ssued shares 10,000
» 12%% cumulative Redeemable Shares in LOF 515960
s Purchase of read estate _ 26520
332480

177,716

1,056,664
__623.600

1,858,000
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FINSAC LIMITED
NOTES TO THE FINANCTAL STATEMENTS

YEAR ENDED MARCH 31, 2081

LONG-TERM LTABILITIES (Cont'd)
(c)  FINSAC bonds (Cont'd)

)

(vi}

Life of Jamaica Lirndted (Cont'd)

Certain of the abyve bonds were ransferred to the Government of Jamaica,
{See Note 11{d)}. The remaming bonds, except for the amount of 510
million, were redsemed subsequent fo the year-end,

Islamd Life Insyrance Company Linvited

The bonds originally issued o Isfand Lifa Ingsurance Company Limiled wers
part of an arrangement o purchase:

£000 £ 000
» Ordinary shares in Island Life -

26.5% of the issued shares . T7.878

» 12%% cumulative Redeernable Preference
Shares B 222,122
. 300,000
Less: Paidimeash . =] 177420
........... . 122,580

The above bomds have been transfemed to the Government of Jamaice, (See
Note 11(d)).
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FINSAC LIMITED
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED MARCH 31, 2081

LONG-TERM LIABILITIES (Cent'd)

(e

FINSAC bonds {Cont'd)

(vii) Dyoll Life Insurance Company Limiled

The bonds originally issued to Dyoll Life Insurance Company

{Dryoll) are partly in exchangs for;

+  Ordinery shares - 26.5% of the issued
capital of Dyoll

. 12¥i% cumuistive Preference shares
Less: Rademption
. The parchase of policyholders' lighilities,
ete.

Less; Redemption

«  The purchase of Eagle Insurance Company
Limited policyholders' liabilities

s  The parchase of policyholders' liahilities

Sistement WI,28

5000

V.32

Limifed

000

37,132

200,000

168,431

31,569

454,000
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FINSAC LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2001

11 LONG-TERM LTABILITIES (Cent'd)
(€)  FINSAC bonds (Cont'd)

(vii) Dyoll Life Insurance Company Limiled (Cont'd)
The principal sum of $339 million is due December 2§, 2005,
The principal sum of $27.5 miltion is dos July 13, 2003.
(viii} Crown Eagle Life Instranoe Cormpany Lirmitsd

The bonds originally issued to Crown Hagle Life Insuramce Company

Limited are for;
$°000 S000
Liguidity support 129,518 129,518
The principal sum is due Qctober 31, 2004,
(ix) DB&G Merchant Bank Limitad (DB&G)
The bomds (o DBAG are in exchange for:
F000 5000
s Ordinary shares - 49% of issued shares in
DE&G 37,069 37,069
»  12%4% conwvestible cumulative redeemable
shares 110,948 110,948

The principal sum is dus January 1, 2603 -2006.
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FINSAC LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2001

11 LONG-TERM LIABILITIES (Cont"d)

(€}  FINSAC bonds {Coni'd)
{¥)  Mational Investment Bank of Fasnaics Lirmited (NIBT)

The bonds to NTBJ were in exchange for:

$'000 $'000
() Advances piven i Crown Eaple Life
Insurames Company Linvibed e 624,000
(L) The assumption of the deposit liabilitics
of Fidelity Merchant Bank 11,335 13,584
11335 637.584
The principal sum iz due March 31, 2008 and bears interest at the rate of 4% per
BTIWITL,
{!j} Emiﬂn Miml BME Lm m(mﬂ) iiiiiiiii‘;iiiiiiiiii =|||=|EE ﬁﬁ%-?
{ljt} wim!in Mmuﬂj mm Li-:nﬂmi {vm’-} !!!!!!!!!;!!!!!!!!! ""g"m.‘zﬁaé
(xiil) Wictoria Mutual Building Society (VMBS) e 347,633

The bonds at Hems. (x}(), (x3), (xi1) and {xiii} above have been transferred to the:
Government of Jamaice. See Note 11{d}.

{d})  During the year a significant properiion of FINSAC bonds have been transferred (o the
Government of Famaica (GOJ) which has agreed to issue Local Registered Stocks (LRS)
to the bondholders, Accordingly, the amount representing the LRS to be issued to the
bondholders (principal and mecrued interest) has been transferred io Coniributed

Capital, (Note 10).
12 ACCOUNTS PAYABLE AND ACCRUALS
§000 $'000
Interest payable 965,697 8,088,758
Other payables and sccruals 968 050 343 583
Payroll taxes 4416 12,814
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Siaterment V133

NOTES TO THE FINANCTAL STATEMENTS

YEAR ENDED MARCH 31, 2001

STATEMENT OF CASH FLOWS

The statement of cash flows does not inclwde the following non=cagh items:

»  FINSAC bomds in the amoeunt of §19,284 billion in exchange for various

iyegtments and assets purchased {see Mode 11{e))

s  Inigrest capitalizsed on FINSAC bonds transferred from acgounts payable in the

ameunt of $4,703 billion,

= Advances from the Government of Jamaica forgiven in the amount of $19,084

biltion.

*  FINSAC bonds redesmed and disclosed as Contributed Capital in the amount of

$73.116 hillion.

OTHER BISCLOSTRES

{a) Number of persons employed
by the corapany at year-end:

(b) Siefl costs incurred during the year in respect of

these employees were:

Salaries, wiges and other stall benefils
Statutory contribytions

FINANCIAL INSTRUMENTS
(8)  Fairvalye

$°000 $000

Fair value is the amount for which an asset could be exchanged, or a lisbility settied,
between knowledgeable, willing parties in an arm's length transaction. A market
price, where an active market {such as a recognised siock exchange) exisis, is the
best evidence of the fair value of a financial instrament, However, based on the
nature of the company's operations (see Note 21) market prices are not available
for & significant number of the financial assets and liabilities held and issued by the

company,

(i) The fiufr value of cagh ond bank balaness, accounts receivable, deposits with
financial institationy, owed by a mlaed company and agcounts payablc
approximates thetr cuorrying value doe to their shoert-torm mature,



FINSAC LIMITED
NOTES TOTHE FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2001

1% FINANCIAL INSTRUMENTS. (ICont'd)

(=)

®)

©

Fair valug (Cont'd)

(if)  The fair value of invesiments which comprises investments in subsidiary
and associated compenies (see node 5) is equal to the value as siated after
provigion for losses,

(i)  The fair value of loans to financial institutions is assumed to approximate
the carrying amount &3 the inpact of credit risk is recognised by deducting
the amount of the altowance for credit Josses from book values.

(iv)  The fair valpe of povernment and non-povernment loans (see note 11} has
not been estimated as the loans are at rales thal may or may not be available
to the company due fo its igd circumstances, . Lhe rates on
{ixed raie loans are below the current raies in the: local el. Adequate
imformation is not available to determine the fadr value of such Evans.

There are 6o available markes indicators to determine the fair value of FINSAC

Credit risk

Credit risk is the risk of loss from defiult by &n obligator. The primary
conceniration of the company's gredit is loans to financial ingtiutions. This risk
cannol be managed o the loang are made af fixed conceasionary rates to finaneial
institutions with significant liquidity problems. As a resull, the company is exposed
to gignificant losses from thege lpans. Book value of these lpang is ratm-g after
allowance for credit losses,

Interest rate rigk

The compeny is exposcd to interest pate risk cither through market value,
fluctmestions of balence sheet items, ie., price rsk or changes in the imterest
EXpOScs O fevennes, e, reinvestment risk. Interest mte risk mainly arises
through interest bearing ssscis and ligbilities. Interest on deposits with financial
institutions are at market rates and these are constantly monitored by management.

The maturity of financial assets and liabilities are as follows:

. Rato-gensibise i}
Within Ome year

one year To five Five years
om demand VoA (T ImOrs Tosk
F000 000 §50m0 000
Trive strnents - 376,511 . 376,511
Loans to financisl institysions 573,529 i, 348,074 . 5,521,903
Dippasits with fngneial instingtions 70,841 - - Tl 41
Cash and hanlk baamees 115,353 115,353

Lang-tezm liabilities . #,843,271 . #,843,271
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19  FINANCIAL INSTRUMENTS (Cont'd)
(¢)  Interest rate rigk (Cont'd)
The following analysis sets out the interest rate risk of the financial Liabilities and

HESELS,
§000 $'000
Eighilitiex
Floating rate 8,769,312 73,912,064
Fixed rate - 30,238,630
Non-interest bearing 4,133,659 18,752,942
12,902,971 122,903,636
Floating rate weightod sverage 18.9%% 20.6%
Fined rate weighted average - 9.9%
Awsety
Floating rate 5,813,675 5,239,070
Fixed rate 1,174 #8981
Non-inierest bearing 11,887,708 17,312,878
17,702,557 13,440,979
Floating rate weighted sverage % 5.6%
Fined rate weighted average 3% 16.6%

Preference shares are treated as non-interest bearing, financial assets as payments of
dividends are not anticipated in the near future and are ot reflecled in these
financial statements,

(d)  Foreign cumrengy risk
The company incurs foreign currency risks on transactions that are denominated in

currencies other than the Tamaican dollar, The company's foreign currency
exposure as al year-end was as fipllows:

= Asseds

Cash and bank balances 2,633 357
= Linhilities

Loans - FINSAC Paper 34078 94,728
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SUBSEQUENT EVENT

Subsequent to the year-end, the company disposed of all its ordinary shareholdings

and all its (%4 non-cumulative convertible preference shares in Life of Jamaica Limited to
the Accountant General of Jamaica for a consideration of $2 hillion,

COMPANY'S GFERATIONS

For the year, the company imcurred & sipwificant sperating logs, In addition, the

company in rendering financial assistancs to troubled financial institutions, engages in the
following activifies:

(@)

(&)

(©)

(d)

purchases equity securities in the entities at a negotiated price (oflen st market
valug) and preference shares at varying rates of imereat;

loang fumds to the institutions st comcessionary rates usually betwesn 415% and
12.5%,, while it borrews funds at rates usually batween 17,59 and 20.4%:

purchases non-performing loans, through two wholly-owned subgidiary companies,

Refin Tryst Limited and Recon Trust Limited, at book values. The expected rute of
the recoverability of such loans is uncertain. H is, however, enticipated that it will be
substantially less than the purchase price; and

makes gipnificant depogils to such ingtitutions (o assist with liguidity problems,

Activities (b) and (c) are expecied (o result in logses while activities (a) and (d)
expose the company 1o risk of further kosses as the recovery of the smounis loamed
is ultimately dependent on the ingtitutiong' return to profitable operations,

The ability of the company to continue as & going concem is dependent ultimately,
on iis shility (o continue {0 obiain adequate fmancing, (he fmancial support of (he
Goverrmment of Janaica, the refurn of the institutions, in which it has intervenad, Lo
profitabte operations and the successful disposal of the msseis of discondinued
eniities,



