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KPMG (Bahamas) Ltd.  
PO Box N-123 
Montague Sterling Centre 
13 East Bay Street 
Nassau, Bahamas 

INDEPENDENT AUDITORS’ REPORT 
To the Shareholders of Commonwealth Bank Limited 

Opinion 
We have audited the consolidated financial statements of Commonwealth Bank Limited and its 
subsidiaries (“the Group”), which comprise the consolidated statement of financial position as at 
December 31, 2023, the consolidated statements of profit or loss and other comprehensive income, 
changes in equity and cash flows for the year then ended, and notes, comprising material 
accounting policies and other explanatory information shown on pages 7 to 82. 
In our opinion, the accompanying consolidated financial statements present fairly, in all material 
respects, the consolidated financial position of the Group as at December 31, 2023, and of its 
consolidated financial performance and its consolidated cash flows for the year then ended in 
accordance with International Financial Reporting Standards (“IFRSs”) Accounting Standards as 
issued by the International Accounting Standards Board (IFRS Accounting Standards). 

Basis for Opinion 
We conducted our audit in accordance with International Standards on Auditing (“ISAs”). Our 
responsibilities under those standards are further described in the Auditors’ Responsibilities for the 
Audit of the Consolidated Financial Statements section of our report. We are independent of the 
Group in accordance with the International Ethics Standards Board for Accountants International 
Code of Ethics for Professional Accountants (including International Independence Standards) (the 
“IESBA Code”) and we have fulfilled our other ethical responsibilities in accordance with the 
IESBA Code. We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our opinion. 

Key Audit Matters 
Key audit matters are those matters that, in our professional judgment, were of most significance 
in our audit of the consolidated financial statements of the current period. These matters were 
addressed in the context of our audit of the consolidated financial statements as a whole, and in 
forming our opinion thereon, and we do not provide a separate opinion on these matters. 
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Key Audit Matters (continued) 
Impairment assessment of loans and advances to customers (“Loans”) (see notes 9 & 22) 
Key audit matter How the matter was addressed in our audit 

As at December 31, 2023, Loans comprise 
43.08% of the Group’s total assets, with total 
gross Loans of $872.40 million and the related 
expected credit loss (“ECL”) impairment 
allowance of $64.42 million. The Loans and 
advances to customers portfolio comprises the 
following: consumer loans (including retail loans, 
credit cards, and overdrawn balances), 
commercial loans and mortgage loans. 

Owning to the applicable financial reporting 
framework, the Group’s ECL model must 
measure both a twelve month ECL and lifetime 
ECL (“LECL”), depending on the requirements of 
the accounting standard and the relevant facts and 
circumstances. The Group ECL model has three 
separate calculation methodologies, depending on 
the loans ECL stage. Stage 1 ECL is calculated as 
a simple product of a twelve-month PD 
(“Probability of Default”), LGD (“Loss Given 
Default”), EAD (Exposure at Default”) and a 
discount factor. Stage 2 ECL is calculated as the 
sum-product of annual PDs, LGDs and EADs 
over the life of the loan discounted to the present 
value. Stage 3 ECL is applied to accounts that are 
impaired and the ECL is calculated as the 
outstanding balance multiplied by the LGD.  

Key judgments and elements driving higher 
degrees of estimation uncertainty in the Loans 
ECL are as follows: 

- PD model: The Group has developed and
implemented a subjective risk parameter PD
model based on migration probabilities
between the risk ratings in a one-year period.
The migration probabilities are assembled in a
form of a transition matrix. The method applied 
to measure PD requires significant judgement
as it is a forward-looking assessment.

As part of our procedures, we performed the 
following: 

- Updated our understanding of the
methodology, model and assumptions used in
the calculation of the Loans ECL.

- For any ECL model adjustments identified,
we tested the design and implementation of
the control over the review and approval of
such adjustments by those charged with
governance.

- We performed a reconciliation of the loan
balances used in the ECL calculation to the
gross loan balances recorded in the general
ledger.

- On a sample basis, we validated the accuracy
of the ECL data inputs.  To validate the data
inputs we inspected internal documents,
evaluated third-party appraisals, and verified
specific financial data recorded in the Group's
core IT system and compared that information
to inputs used in the ECL calculation.  The
primary data inputs include loan balances,
interest rates, contractual maturities, collateral
values, days past due, credit scores and loan
status) which are used in the calculation of the
final risk rating for each sampled loan facility.

- We selected a sample of collateralized loans
from the mortgage and commercial loan
portfolio, and obtained the latest appraisal
report, prepared by third-party appraisers
engaged by the Group, to confirm if the fair
value of the collateral was appropriately
recorded in the Group’s records. We assessed
the objectivity and competencies, and
qualifications of the third-party appraisers.
We also evaluated the appraisal reports by
reference to our cumulative audit knowledge
and our knowledge of the property market in
the jurisdiction.
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Impairment assessment of loans and advances to customers (“Loans”) (see notes 9 & 22) 
Key audit matter How the matter was addressed in our audit 

- Significant increases in credit risk (“SICR”):
To assess whether an individual loan facility
has experienced a SICR since initial
recognition, the Group relies on a subjective
internally developed risk rating system, based
on internal and external data gathered by the
Group for the purpose of that assessment. The
selection of criteria for identifying SICR is
highly dependent on judgement in interpreting
relevant facts and circumstances and may
significantly impact the staging of loan
facilities.

- Forward Looking Indicator ("FLI")
adjustments: The Group developed a scorecard
to assess the impact of macroeconomic factors
on the Loans ECL and specifically the FLI
adjustment for the PD. The macroeconomic
variables chosen, reflect the Group's judgement
relating to the behaviour of the macroeconomic
environment its impact on the performance of
the Group's portfolios.

- Internal risk rating (“IRR”) model and
assumptions: Internal ratings are assigned to
each loan facility according to the Group’s risk
management framework and dependent upon
management’s selected risk characteristics.
Each loan facility is assigned a risk rating from
1 through 8 based (on a calculated risk score,
with 1 being the highest and 8 being the lowest
score) on the borrower’s performance pattern
and loan characteristics.

- LGD model: The LGD model applied by the
Group is based on subjective factors that are 
qualitatively set by the Group, without any 
statistical calibration. There is significant 
judgement considered in determining the 
recoverable value of the collateral, particularly 
for stage 3 credit impaired loans that are 
collateralized.. Additional assumptions 
determined by the Group include time to 
recover the collateral, the forced sales value, 
and cost associated with recovery. 

- For the sampled items, we confirmed that the
methodology used, by the third-party
appraisers, to determine the fair value is
consistent with methods allowed by the
applicable financial reporting framework. We
compared the market values of the sampled
items to comparable properties and assessed
whether the price per square foot was
reasonable when compared with those other
properties.

- On a sample basis, and over a 5 year look back
period, we compared the value of actual sales
of properties held as collateral after the
reporting date to the forced sale value
estimated at the reporting date to evaluate the
appropriateness of the Group’s recovery rate
assumption on collateralized loans. We
performed an analysis to determine the
average time to sell foreclosed properties to
evaluate the appropriateness of the Groups
time to recover assumption.

- Performed a retrospective evaluation of prior
year’s estimate by comparing actual write-offs
in 2023 to the ECL recognized in 2022 to
assess whether the assumptions used in the
prior period are appropriate considering actual
experience.

- Assessed the appropriateness of the related
disclosures in the consolidated financial
statements to evaluate the clarity of those
disclosures in showing key judgements and
assumptions applied by the Group.

Used our own Financial Risk Management 
(“FRM”) specialist to assist us in performing the 
procedures below: 

- Assessed the theoretical soundness and
appropriateness of the methodology of the
Loans ECL models with respect to the models’ 
design and objective. More specifically, our
own credit specialists primarily evaluated PD,
SICR, LGD, IRR and FLI models.
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Impairment assessment of loans and advances to customers (“Loans”) (see notes 9 & 22) 
Key audit matter How the matter was addressed in our audit 

The ECL is a complex calculation, involving 
various models derived from judgments and 
assumptions resulting in a high degree of 
estimation uncertainty. In addition, the Loans 
ECL is calculated in an ECL model with a specific 
algorithm. The conceptual soundness of the 
model’s algorithm impacts the overall precision of 
the ECL. Finally, the ECL on Loans is material to 
the consolidated financial statements as a whole 
and for these reasons, we deem this a key audit 
matter. 

- Performed a walkthrough of the Loans ECL
model inputs, outputs and processes.
Executed a supervised replication that
generates model parameters to evaluate the
model outputs and Loans ECL results.

- Performed an evaluation of the Group’s
methodology used to calculate its ECL and to
assess the appropriateness of the
methodology and all final parameters
including the final calculation, the PD, the
LGD, EAD, expected lifetime of credit
facilities, SICR, effective interest rate and
FLI.

- Assessed the characteristics of the IRR
model to determine the appropriateness of
the risk rating scores, ranges and loan
characteristics.

- Performed a retrospective evaluation of the
12-month PD for the period 2018 to 2023 to
evaluate the ECL model’s predictive
accuracy.
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Other Information 

Management is responsible for the other information. The other information comprises the 
information included in the Annual Report, but does not include the consolidated financial 
statements and our auditors’ report thereon. 

Our opinion on the consolidated financial statements does not cover the other information and we 
do not express any form of assurance conclusion thereon. 

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

Responsibilities of Management and Those Charged with Governance for the 
Consolidated Financial Statements 

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

In preparing the consolidated financial statements, management is responsible for assessing the 
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going 
concern and using the going concern basis of accounting unless management either intends to 
liquidate the Group or to cease operations or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Group’s financial reporting 
process. 
Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements 

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

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

• Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.
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• Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’s internal control.

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

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

• Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

• Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit and significant audit findings, including any significant 
deficiencies in internal control that we identify during our audit. 

We also provide those charged with governance with a statement that we have complied with 
relevant ethical requirements regarding independence and communicate with them all 
relationships and other matters that may reasonably be thought to bear on our independence, and 
where applicable, actions taken to eliminate threats or safeguards applied. 

From the matters communicated with those charged with governance, we determine those matters 
that were of most significance in the audit of the consolidated financial statements of the current 
period and are therefore the key audit matters. We describe these matters in our auditors’ report 
unless law or regulation precludes public disclosure about the matter or when, in extremely rare 
circumstances, we determine that a matter should not be communicated in our report because the 
adverse consequences of doing so would reasonably be expected to outweigh the public interest 
benefits of such communication. 

The engagement partner on the audit resulting in this independent auditors’ report is Demarra 
Williams-Lockhart. 

Nassau, Bahamas 
April 26, 2024 
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22. Risk Management 

 

The Group’s risk management policies are established to identify and analyse the risks faced by the Group, to 
set appropriate risk limits and controls, and to monitor risks and adherence to limits. The risk management 
policies and systems are reviewed regularly to reflect changes in market conditions and the Group’s activities. 
The Group, through its training and management standards and procedures, aims to develop a disciplined and 
constructive control environment in which all employees understand their roles and obligations.  

 
The Group’s Audit Committee oversees how management monitors compliance with the Group’s risk 
management policies and procedures and reviews the adequacy of the risk management framework in relation 
to the risks faced by the Group. The Group’s Audit Committee is assisted in its oversight role by the Group's 
Enterprise Risk Management function, which represents the second line of internal control defence; and Internal 
Audit function, which represents the third line of internal control defence. Internal Audit undertakes both 
regular and ad hoc reviews of risk management controls and procedures, the results of which are reported to the 
Group’s Audit Committee.  
 
The Group has exposures to the following risks: concentration risk, capital management risk, interest rate risk, 
credit risk, liquidity risk, currency and operational risk.  
 
a. Concentration risk   
Risk concentrations can arise through the Group’s exposure to individual counterparties, groups of individual 
counterparties or related entities; geographical locations; industry sectors; specific products; or service 
providers. The Group is exposed to the potential loss in value when a significant source of concentration risk 
moves in an unfavourable direction. 
 
The concentration of risks not specifically identified in other notes to these consolidated financial statements 
are as follows: 

 Geographical concentration - The Group has a concentration of risk in respect of the geographical area, as 
its operations, deposit customers; and significant assets are domiciled within the Commonwealth of The 
Bahamas. 

 Currency concentration - The Group has a concentration in respect of currency as its financial instruments 
are significantly denominated in a single currency, the Bahamian dollar. Its other significant currency 
exposure is to the United States dollar, which shows a history of being positively correlated to the Bahamian 
dollar. 

 Credit concentration - The Group has a concentration of credit risk when a significant proportion of 
borrowers are engaged in similar sectorial activities, and have economic features that would cause their 
ability to meet contractual obligations to be similarly affected by changes in economic, political, or other 
conditions. A significant concentration of the Group’s borrowers are employees of The Government of The 
Bahamas or its related entities; and large hotel properties operating within the tourism and leisure sectors 
of The Commonwealth of The Bahamas. 
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 Product concentration – The Group categorizes its loans and advances to customers into loan types 
including personal, business, residential, and government; and revolving loans of credit cards and 
overdrafts. The Group has a significant concentration of personal loans and advances to customers. 

 Liquidity concentration – The Group has a concentration of liquidity risk in its reliance on a particular 
market to realize its liquid assets; and sources of funding for its lending activities. The concentration of 
liquidity may also arise in the contract terms of repayment for its financial assets and liabilities. A 
significant concentration of the Group’s investments is in financial instruments issued by the Government 
of The Bahamas or its related entities. Trading levels in the Commonwealth of The Bahamas, whether on 
BISX or over-the-counter markets, are generally low, and therefore, the ability of the Group to liquidate 
large positions may be difficult and prices received may be severely impacted. The Central Bank has created 
a secondary market for certain debt securities issued by the Government of The Bahamas, and prices 
currently being observed in this market and over-the-counter approximate the face values of such securities. 

 
The Bank manages its concentration of risks through its internal risk management policies and procedures, 
specifically stated in, but not limited to, its business continuity and recovery planning strategies; its setting of 
prudent concentration limits and targets for business performance; and its periodic stress testing of its liquidity 
and capital contingency plans. 
 
b. Capital management risk 
The Group manages its capital to ensure that it has a strong capital base to support the development of its 
business.  The capital maintained exceeds regulatory capital requirements.  The Group maximizes the return to 
shareholders through optimization of its debt and equity balance.  The Group’s risk management structure 
promotes making sound business decisions by balancing risk and reward.  It promotes revenue-generating 
activities that are consistent with the Group’s risk appetite, the Bank’s policies and the maximization of 
shareholder return. 

The capital structure of the Bank consists of equity attributable to the common equity holders of the Bank, 
comprising issued share capital, share premium and retained earnings as disclosed in Note 16.  The Board’s 
Executive Committee reviews the capital structure at least annually.  As part of this review, the Executive 
Committee considers the cost of capital and the risks associated with each type of capital available to fund its 
business activities.  Based on recommendations of the Executive Committee, the Bank manages its capital 
structure through the payment of dividends, new share issues, (common or preference) and the redemption of 
preference shares, as applicable. 

As prescribed by the Guidelines for the Management of Capital and the Calculation of Capital Adequacy issued 
by the Central Bank, the Bank is required to maintain a capital adequacy ratio of at least 17% (2022: 17%), 
which is calculated by dividing the Bank’s total eligible capital by its total risk-weighted exposures. The Bank’s 
capital adequacy ratio for 2023 was 31% (2022: 32%). The Group’s capital is made up of Tier 1 capital only, 
which includes share capital and retained earnings. 

Regulatory capital requirements for Laurentide and Laurentide Insurance Agency Limited are managed through 
the Bank.  The Group’s strategy is unchanged from 2022. 

Laurentide is licensed to conduct long term insurance business under The Insurance Act 2005 (the “Act”). 
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Under paragraph 60(1)A of The Insurance (General) Regulations, 2010 (the “Regulations”) an insurance 
company is required to have a minimum paid-up and unencumbered share capital of not less than $3 million.  
As at December 31, 2023, Laurentide has $300,300 (2022: $300,300) in share capital and $2,750,000 (2022: 
$2,750,000) in contributed surplus.  Laurentide’s Board passed a resolution on December 6, 2011, making the 
contributed surplus non-distributable. 

Laurentide is required to establish and maintain a minimum statutory deposit of $2 million, such deposit to be 
held in trust under section 43(2) of the Act and paragraph 62 of the Regulations.  The LIM (Laurentide Insurance 
Management) Statutory Reserve Trust was established on December 20, 2011, with assets valued at $2,289,300 
as at December 31, 2023 (2022: $2,289,300). 

During the year, the Group complied with all externally imposed capital requirements. 

c. Interest rate risk  
Interest rate risk is the potential for a negative impact on the Consolidated Statement of Financial Position 
and/or Consolidated Statement of Profit or Loss and Other Comprehensive Income arising from adverse 
changes in the value of financial instruments as a result of changes in interest rates. 

Interest rate risk or interest rate sensitivity results primarily from differences in the repricing dates of assets and 
liabilities.  Interest rate risk exposures or “gaps” may produce favorable or unfavorable effects on interest 
margins depending on the nature of the gap and the direction of interest rate movement and/or the expected 
volatility of those interest rates.  When assets have a shorter average maturity than liabilities, an increase in 
interest rates would have a positive impact on net interest margins, and conversely, if more liabilities than assets 
mature or are repriced in a particular time interval then a negative impact on net interest margin would result.  

The consolidated gap position shows more assets than liabilities repriced in periods greater than one year.  This 
is a typical position for a financial institution with a large personal customer base.   

The Group manages its interest rate sensitivity gaps primarily by matching the maturity and repricing terms of 
its assets and liabilities. The Bank’s interest-bearing financial liabilities, which are primarily its deposits to 
customers, are not linked to market interest rates and are set by management’s interest rate schedule and can be 
reset following the maturity of any customer deposit. The interest rate schedule is reviewed periodically by the 
Bank’s Asset-Liability Management Committee, and approved by the Board of Directors.  The Bank’s loan  
 
portfolio is generally not linked to market rates, except for mortgage loans with variable interest rates linked to 
the Bahamian dollar prime and can be reset following the maturity or restructure of any mortgage loan. Loan 
product interest rates are set by management’s interest rate schedule. The interest rate schedule is reviewed 
periodically by the Bank’s Asset-Liability Management Committee, and approved by the Board of Directors. 
The Group’s investment portfolio is generally linked to market interest rates, and the Group does not attempt 
to hedge specifically against the impact of changes in market interest rates, as it manages by tactical allocation 
across instrument tenors and cash holdings. The Bank analyzes its interest rate exposure on a dynamic basis. 
Various scenarios are simulated taking into consideration changes in interest rates. Based on these scenarios, 
the Bank calculates the impact on profit and loss of a defined interest rate shift. The following table sets out the 
Group’s interest rate risk exposure as at December 31, 2023, which represents the Group’s risk exposure at this 
point only. 
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Interest Rate Sensitivity 

If market interest rates increase/decrease by 50 basis points and all other variables remain constant, the Group’s 
profit over the next 12 months is estimated to increase/decrease by $444,000 (2022: $424,000). 
 

Repricing date of interest sensitive instruments Non interest

As at December 31, 2023 Within 3 Months 3 - 12 months Over 1 - 5 Years Over 5 years rate sensitive Total

Assets
Cash and deposits with banks -$                   -$                -$                     -$                 238,615$    238,615$         
Investments, net 214,859           145,919       187,194             223,897         183            772,052          
Loans and advances to customers, net 48,771             12,793         178,234             568,186         -                807,984          

Total financial assets 263,630$         158,712$      365,428$           792,083$       238,798$    1,818,651$      

Liabilities

Deposits from customers 633,720$         127,759$      351,823$           165,279$       265,433$    1,544,014$      
Lease liabilities -                     -                 700                   -                   -                700                
Other liabilities -                     -                 -                       -                   15,128       15,128            
Total financial liabilities 633,720$         127,759$      352,523$           165,279$       280,561$    1,559,842$      
Interest Rate Sensitivity Gap (370,090)$      30,953$      12,905$           626,804$     
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d. Credit risk  

 
Credit and counterparty risk is the potential for loss due to the failure of a borrower, endorser, guarantor or 
counterparty to repay a loan or honour a financial obligation.  This is the most significant measurable risk faced 
by the Group. 
 
The Bank’s credit policies are designed to maximize the risk/return trade-off.  The Bank’s credit policies, 
including authorized lending limits, are based on segregation of authority and centralized management approval 
with a periodic independent review by the Bank’s Internal Audit department. Consumer credit is assessed and 
authorized in branches within credit policies established by the Bank.  Credit scoring systems are used to ensure 
that these policies are consistently applied across the Bank.  A key factor in the Bank managing and constraining 
its credit risk exposure is the close review and follow up of its credit portfolios to quickly identify indications 
of potential failure to perform according to the terms of the contract and to take the appropriate steps to maintain 
or restore these accounts to performing according to the terms of the contracts. 
 

The Group places its deposits with reputable financial institutions and considers factors of the financial 
institution such as reputation, longevity, market presence, market regulation, profitability and capital adequacy 
to gauge the institution’s stability and ability to meet its financial obligations when considering deposit 
placements. Where available, external credit ratings are considered. 

 

 

 

  

Repricing date of interest sensitive instruments Non interest
As at December 31, 2022 Within 3 Months 3 - 12 months Over 1 - 5 Years Over 5 years rate sensitive Total

Assets

Cash and deposits with banks -$                   -$                -$                     -$                 264,223$    264,223$         

Investments, net 208,064           141,985       197,383             173,879         7,725         729,036          

Loans and advances to customers, net 32,053             96,158         297,828             360,206         -                786,245          

Total financial assets 240,117$         238,143$      495,211$           534,085$       271,948$    1,779,504$      

Liabilities

Deposits from customers 607,918$         158,752$      266,302$           210,999$       269,426$    1,513,397$      

Lease liabilities -                     -                 1,242                -                   -                1,242              

Other liabilities -                     -                 -                       -                   15,455       15,455            

Total financial liabilities 607,918$         158,752$      267,544$           210,999$       284,881$    1,530,094$      
Interest Rate Sensitivity Gap (367,801)$      79,391$      227,667$         323,086$     
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Expected Credit Loss Measurement 

Expected credit loss is the discounted product of the probability of default (“PD”), loss given default (“LGD”) 
and exposure at default (“EAD”) parameters defined as follows: 

 PD – The estimate of the likelihood of default over a given period.  

 

 LGD – The estimate of the loss arising on default. It is based on the difference between the contractual cash 
flows due and those that the lender would expect to receive, including discounted cash flows from any 
collateral. LGD is expressed as a percentage of the EAD.  

 EAD – The estimate of the exposure at a future default date, taking into account expected changes in the 
exposure after the reporting date, including repayments of principal and interest, and expected drawdowns 
on committed facilities.  

 
Except where specifically indicated for a class of financial assets, the ECL method is applied consistently across 
loans and advances to customers, and investments. 
 
For loans and advances to customers, excluding those exposures where the counterparty is the Government of 
The Bahamas, the Bank uses a Point-in-Time (“PIT”) analysis while having regard to historical loss data 
forward-looking macro-economic data.  
 
The lifetime PD of these exposures is developed by applying a maturity profile to the current 12-month PD. 
The maturity profile looks at how defaults develop on a portfolio from the point of initial recognition throughout 
the lifetime of the loan. PDs are then adjusted for IFRS 9 to incorporate forward-looking information. This is 
repeated for each economic scenario defined by the Bank.  
 
For exposures (including both loans and advances to customers, and investments) where the counter-party is 
the Government of The Bahamas, the Bank uses the historical 12-month PD and lifetime PD of the counter-
party’s credit rating published by credit rating agencies which are then adjusted for IFRS 9 to incorporate 
forward-looking information.  
 
The table below shows the average lifetime PD for financial instruments in which ECL amounts are recognised. 
 

2023 2022
Residential mortgage 46% 54%
Business 34% 43%
Personal 27% 29%
Credit card 36% 47%
Government 2% 13%
Investments 9% 9%

 
 
Included in the average lifetime PD for credit cards are overdrafts and guarantees.  
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The estimate of expected cash shortfalls reflects the cash flows expected from collateral and other credit 
enhancements that are part of the contractual terms and are not recognised separately by the Bank (e.g. 
properties collateralized for mortgage loans are not recognised on the Bank’s consolidated balance sheet).  
 
Such estimates reflect the amount and timing of cash flows that are expected from foreclosure on the collateral 
less the costs of obtaining and selling the collateral, irrespective of whether foreclosure is probable. 
 
Any cash flows that are expected from the realisation of the collateral beyond the contractual maturity of the 
contract are included in ECL modelling.  
 
Where appropriate, the Bank considers the time to sell and the cost to sell.  Further, “Forced Sale” discounts 
are also included to account for reductions in value due to forced sales and deterioration of collateral held. 
 
In addition, the cost directly associated with realising collateral forms part of the ECL calculation.  In the short 
term, this is set by the Bank’s executive management and is based on their understanding of the market, the 
economic environment and the Group’s experience.  This is expressed as a discount factor (nominal value).  
The Bank also includes recovery cash flow assumptions in LGD which are discounted back to the point of 
default at the original effective interest rate. 
 
For government loans and securities, the Group used its judgment in the assessment of a significant increase in 
risk and migration of balances to progressive stages.  The assessment takes into consideration the risk rating of 
external agencies (i.e. Moody’s) and the economic environment of the country.   
 
Internal Risk Ratings 

Internal risk ratings are assigned according to the Group’s risk management framework.  Changes in internal 
risk ratings are primarily reflected in the PD parameters, which are estimated based on the Group’s historical 
loss experience at the relevant risk segment or risk rating level, adjusted for forward-looking information. 
 
Each credit facility is individually risk-rated (from 1 – being the lowest to 8 – being the highest) concerning its 
probable performance. Risk factors, which are based on the Group’s current policy and procedures, are used to 
determine each loan’s risk rating.  These risk factors are assigned scoring based on a tiered approach with a 
higher score being assigned as risk factors increase.  The factors and the range score assigned to them are then 
used to calculate a single risk rating.   
 
Weighting of Expected Credit Loss 

A multiple probability model has been adopted by the Group.  The model was developed to allow scenario 
analysis and management overlay where deemed necessary (this applies to the weighting assigned to the 
estimates grouping).  Three calculations for ECL estimates are generated representing base case, best case and 
worse case. Once an ECL calculation has been developed for each scenario, a weight is applied to each estimate 
based on the likelihood of occurrence to arrive at a final weighted ECL. The level of estimation uncertainty has 
increased since December 31, 2020, as a result of the economic and social disruption caused by the impact of 
the Covid-19 pandemic. 
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This includes significant judgments relating to:  

 The selection and weighting of macro-economic scenarios; 
 The effect of government and other support measures implemented to mitigate the negative economic 

impact; 
 The uncertainty over the duration and severity of the effect of the pandemic as well as the timing and 

duration of the recovery; 
 The assessment of the impact of the macro-economic scenarios on the ECL given the unavailability of 

historical information for a similar event; 
 The identification and assessment of significant increases in credit risk and impairment especially for loan 

facilities where borrowers have received support under various government and bank support schemes; and  
 The identification and assessment of significant increases in credit risk and impairment especially for 

exposures where the counterparty’s credit rating has deteriorated significantly since initial recognition. 
 
The weighting assigned to each scenario as at December 31, 2023 and December 31, 2022, was as follows: 
 
December 31, 2023

Base Best Worst
Residential 70% 5% 25%
Business 70% 5% 25%
Personal 70% 5% 25%
Credit Card 100% 0% 0%
Govenrment 70% 5% 25%
Bahamas Investments 70% 5% 25%

United States Investments 40% 30% 30%

December 31, 2022

Base Best Worst
Residential 65% 5% 30%
Business 65% 5% 30%
Personal 65% 5% 30%
Credit Card 100% 0% 0%
Govenrment 65% 5% 30%

Bahamas Investments 65% 5% 30%
United States Investments 40% 30% 30%  
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Significant Increases in Credit Risk and Incorporation of forward-looking indicators  

At each reporting date, the Group assesses whether there has been a significant increase in credit risk for 
exposures since initial recognition by comparing the risk of a default occurring over the remaining expected 
life from the reporting date and the date of initial recognition. The assessment considers borrower-specific 
quantitative and qualitative information without consideration of collateral, and the impact of forward-looking 
macroeconomic factors.  
 
The common assessment for significant increases in credit risk on loan portfolios normally includes 
macroeconomic outlook, management judgment, and delinquency and monitoring. Forward-looking 
macroeconomic factors are considered as part of the macroeconomic outlook. The importance and relevance of 
each specific macroeconomic factor depend on the type of product, characteristics of the financial instruments 
and the borrower.  
 
The ECL model may not always be able to capture all reasonable and supportable information that may indicate 
a significant increase in credit risk. Qualitative factors may be assessed to supplement the gap. Examples of this  
 
include changes in adjudication criteria for a particular group of borrowers, changes in portfolio composition 
and natural disasters impacting the portfolio. With regards to delinquency and monitoring, there is a rebuttable 
presumption that the credit risk of the financial instrument has increased since initial recognition when 
contractual payments are more than 30 days overdue. 
 
In October 2022, the international credit rating agency, Moody’s Corporation (“Moody’s”), downgraded The 
Bahamas' credit rating to B1 from Ba3, while also improving its economic outlook for The Bahamas from 
negative to stable.   
 
S&P Global Inc. (“S&P”), in November 2022, affirmed its 2021 sovereign credit ratings on The Bahamas, with 
a stable outlook.  
 
The credit ratings of B1 and B+ of Moody’s and S&P respectively are both considered to be non-investment 
grade ratings. The aforementioned credit risk downgrades are considered indicative of a SICR for certain 
exposures (including both loans and advances to customers, and investments) which originated or were acquired 
by the Bank before October 2022, and this has resulted in certain exposures being classified in stage 2 with a 
lifetime ECL being recognized. 
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Maximum Exposure to Credit Risk 

For financial assets recognised on the Consolidated Statement of Financial Position, the exposure to credit risk 
generally equals their carrying amount.  For standby letters of credit, the maximum exposure to credit risk is 
the maximum amount that the Bank would have to pay if the standby letters of credit are called upon. 
 
For loan commitments and revolving credit lines that are irrevocable over the life of the respective facilities, 
the maximum exposure to credit risk is the full amount of the committed facilities.  Refer to Note 21 for the 
amounts of the exposure as of December 31, 2023 and 2022. 
 
The following tables contains an analysis of the credit risk exposure of financial assets for which an ECL 
allowance is recognised.  
 

Stage 1 Stage 2 Stage 3 Total

Gross carrying amount 
   Loans and advances to customers

Residential mortgage 98,356$      41,186$       24,042$              163,584$          
Business 12,240        5,215           3,583                  21,038$            
Personal 503,761      96,747         28,285                628,793$          
Credit card 36,202        1,372           454                    38,028$            

Government -                20,959         -                        20,959$            

650,559      165,479       56,364                872,402            
Impairment allowance

Residential mortgage 129            1,096           5,819                  7,044                
Business 106            17               1,441                  1,564                
Personal 12,251        19,995         22,185                54,431              
Credit card 963            163             225                    1,351                

Government -                28               -                        28                    

13,449        21,299         29,670                64,418              

Carrying amount
Residential mortgage 98,227        40,090         18,223                156,540            

Business 12,134        5,198           2,142                  19,474              
Personal 491,510      76,752         6,100                  574,362            
Credit card 35,239        1,209           229                    36,677              

Government -                20,931         -                        20,931              

637,110$    144,180$     26,694$              807,984$          

2023
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Gross carrying amount Stage 1 Stage 2 Stage 3 Total
  Loans and advances to customers 

Residential mortgage 85,412$     45,264$   30,510$       161,186$  
Business 14,384       4,901      3,350          22,635      
Personal 482,003     102,098   31,075        615,176    
Credit card 30,572       2,744      1,018          34,334      

Government -               28,895     -                 28,895      

612,371     183,902   65,953        862,226    
Impairment allowances

Residential mortgage 189           1,492      8,628          10,309      
Business -               75           1,328          1,403       
Personal 14,643       22,151     25,222        62,016      
Credit card 1,276         349         525             2,150       

Government -               103         -                 103          

16,108       24,170     35,703        75,981      
Carrying amount

Residential mortgage 85,223       43,772     21,882        150,877    
Business 14,384       4,826      2,022          21,232      
Personal 467,360     79,947     5,853          553,160    
Credit card 29,296       2,395      493             32,184      
Government -               28,792     -                 28,792      

596,263$    159,732$ 30,250$       786,245$  

2022
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Stage 1 Stage 2 Stage  3 Total

 Gross carrying amount 
 Investments measured at amorrtised cost

Bahamas Government Bahamian dollar debt 469,611$        137,691$        -$          607,302$        
Bahamas Government related-debt 4,211             12,894           -            17,105            
United States Government debt 607               -                   -            607                
Bahamas Government United States dollar debt 39,066           60,901           -            99,967            
United States corporate debt 42,012           -                   -            42,012            
United States Government treasury bills 8,188             -                   -            8,188             

563,695$        211,486$        -$          775,181$        
Impairment allowances

Bahamas Government Bahamian dollar debt 728               1,772             -            2,500             
Bahamas Government related-debt 6                   173               -            179                
United States Government debt -                   -                   -            -                    
Bahamas Government United States dollar debt 44                 435               -            479                
United States corporate debt 154               -                   -            154                
United States Government treasury bills -                   -                   -            -                    

932$              2,380$           -$          3,312$            
Carrying amount

Bahamas Government Bahamian dollar debt 468,883         135,919         -            604,802          
Bahamas Government related-debt 4,205             12,721           -            16,926            
United States Government debt 607               -                   -            607                
Bahamas Government United States dollar debt 39,022           60,466           -            99,488            
United States corporate debt 41,858           -                   -            41,858            
United States Government treasury bills 8,188             -                   -            8,188             

562,763$        209,106$        -$          771,869$        

2023
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Stage 1 Stage 2 Stage 3 Total 
 Gross carrying amount 
 Investments measured at amorrtised cost
     Bahamas Government debt 463,873$        150,181$        -$          614,054$        
     Bahamas Government related debt 7,860             10,634           -            18,494            
     United States Government debt 1,016             -                   -            1,016             
     Bahamas Government United States dollar debt 9,991             15,341           25,332            
     United States treasury bills 64,706           -                   -            64,706            

547,446$        176,156$        -$      723,602$        
Impairment allowances 
     Bahamas Government debt 926$              2,022$           -$      2,948$            
     Bahamas Government related debt 16                 159               -            175                
     United States Government debt -                   -                   -            -                    
     Bahamas Government United States dollar debt 19                 96                 -            115                
     United States treasury bills -                   -                   -            -                    

961               2,277             -            3,238             
Carrying amount 
     Bahamas Government debt 462,947$        148,159$        -$      611,106$        
     Bahamas Government related debt 7,844             10,475           -            18,319            
     United States Government debt 1,016             -                   -            1,016             
     Bahamas Government United States dollar debt 9,972             15,245           -            25,217            
     United States treasury bills 64,706           -                   -            64,706            

546,485$             173,879$             -$          720,364$              

2022

 
The maximum exposure by stage related to unfunded commitments is as follows: 
 

Maximum Exposure by Stage Stage 1 Stage 2 Stage 3 Total
 Undrawn Commitments

Mortgage loan undrawn commitments 8,359$         161$       -$           8,520$         
Commercial loan undrawn commitments 1,444$         -$           -$           1,444$         
Credit card undrawn commitments 29,634$       441$       80$         30,155$       

39,437         602         80           40,119         

Maximum Exposure by Stage Stage 1 Stage 2 Stage 3 Total
 Undrawn Commitments

Mortgage loan undrawn commitments 9,197$         -$           6$           9,203$         
Credit card undrawn commitments 25,040$       709$       288$       26,037$       

34,237         709         294         35,240         

2023

2022
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Credit quality 
 
The following table is an analysis of financial instruments by credit quality: 
 

Original 
Contract

Restructured Total

Cash and deposit with Banks

 Neither past due or impaired 238,615$             -$                       238,615$             

 Past due but not impaired -                         -                         -                         
 Impaired -                         -                         -                         

238,615$             -$                       238,615$             

Investments

Neither past due or impaired 775,364$             -$                       775,364$             
Past due but not impaired -                         -                         -                         

Impaired -                         -                         -                         

775,364$             -$                       775,364$             
Loans and advances to customers

Neither past due or impaired 637,031$             70,511$               707,542$             
Past due but not impaired 79,290$               29,206$               108,496$             

Impaired 43,998                 12,366                 56,364                 

760,319$             112,083$             872,402$             

Original Restructured Total
Cash and deposit with Banks

Neither past due or impaired 264,223$             -$                       264,223$             
Past due but not impaired -                         -                         -                         

Impaired -                         -                         -                         

264,223$             -$                       264,223$             

Investments

Neither past due or impaired 732,274$             -$                       732,274$             

Past due but not impaired -                         -                         -                         

Impaired -                         -                         -                         

732,274$             -$                       732,274$             

Loans and advances to customers

Neither past due or impaired 613,387$             67,437$               680,824$             

Past due but not impaired 86,917                 28,532                 115,449               

Impaired 57,118                 8,835                   65,953                 

757,422$             104,804$             862,226$             

2023

2022
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Financial assets are past due when a counterparty has failed to make a payment when contractually due. 
 
The average mortgage balance was $113,743 (2022: $110,103) while the average business account balance was 
$204,693 (2022: $215,805).  The average consumer balance was $22,962 (2022: $22,689).   

The largest exposure to a single loan customer, other than the Government of The Bahamas (Note 9), was 
approximately $1.6 million (2022: $1.6 million). Mortgage loans and business loans can extend up to 35 years 
and 10 years, respectively while consumer loans can extend up to 12 years. 
 
Transfers between Stages 
 
At each reporting date, the Group assesses whether the credit risk on its financial assets has increased 
significantly since initial recognition.  The assessment of whether an asset is in stage 1 or 2 considers the relative 
change in the probability of default occurring over the expected life of the instrument, and is not assessed based 
on the change in the amount of the expected credit losses.  This involves setting quantitative tests combined 
with additional indicators such as credit risk classification and other observable inputs.    
 
Transfers between Stages 1 and 2 are based on the assessment of significant increases in credit risk relative to 
initial recognition.  The impact of moving from 12-month expected credit losses to lifetime expected credit 
losses, or vice versa, varies by portfolio and is dependent on the expected remaining life at the date of the 
transfer. Stage transfers may result in significant fluctuations in the Group’s expected credit losses. 
 
 
Movement in Allowance for ECL by Stage 
The allowance for ECL recognised in the period is impacted by a variety of factors, including but not limited 
to: 
 
 Transfers between Stage 1 and 2 or 3 due to financial assets experiencing significant increases (or decreases) 

in credit risk or becoming credit-impaired in the period, and the consequent “step up” (or “step down”) 
between 12-month and lifetime ECL; 

 Additional allowances for new financial assets recognised during the period, as well as releases for 
financials assets de-recognised in the period; 

 Impact on the measurement of ECL due to changes in PDs, EADs, and LGDs in the period, arising from 
regular refreshing of inputs to the model; 

 Impacts on the measurement of ECL due to changes made to models and assumptions;  
 Financial assets de-recognised during the period and write-offs of allowances related to the assets that were 

written off during the period; and 
 The number of days past due of a personal loan facility, as the LGD increases as the number of days past 

due increases.  
 
The following tables explain the changes in the allowance for ECL by portfolio between the beginning and the 
end of the annual period due to these factors. 
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Investments Stage 1 Stage 2 Stage 3 Total
Allowance for ECL as at January 1, 2022 156$                2,818$           -$           2,974$            
Transfers:

Transfers from Stage 2 to Stage 1 533                  (533)              -             -                     

New financial assets originated 758                  162               -             920                 

Changes in PDs/LGDs/EADs (412)                 (71)                -             (483)               

Financial assets derecongized/written off (74)                   (99)                -             (173)               

Allowance for ECL as at December 31, 2022 961$                2,277$           -$           3,238$            

Transfers:
Transfers from Stage 2 to Stage 1 157                  (157)              -             -                     
Transfers from Stage 1 to Stage 2 (4)                    4                   -             -                     

New financial assets originated 604                  370               -             974                 

Changes in PDs/LGDs/EADs (207)                 (114)              -             (321)               

Financial assets derecognised/written-off (579)                 -                   -             (579)               

Allowance for ECL as at December 31, 2023 932$                2,380$           -$           3,312$            

2023 and 2022
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Residential mortgage Stage 1 Stage 2 Stage 3 Total
Allowance for ECL as at January 1, 2022 827$                3,558$           8,823$     13,208$           
Transfers:

Transfers from Stage 1 to Stage 2 (22)                   22                 -             -                     
Transfers from Stage 1 to Stage 3 (13)                   -                   13           -                     
Transfers from Stage 2 to Stage 1 25                    (25)                -             -                     
Transfers from Stage 2 to Stage 3 -                      (37)                37           -                     
Transfers from Stage 3 to Stage 1 23                    -                   (23)         -                     
Transfers from Stage 3 to Stage 2 -                      127 (127)        -                     

New financial assets originated/ recoveries 59                    -                   28           87                  

Changes in PDs/LGDs/EADs (682)                 (2,522)            (2,809)     (6,013)             

Financial assets derecongized/written off (28)                   369               2,686      3,027              

Allowance for ECL as at December 31, 2022 189$                1,492$           8,628$     10,309$           

Transfers:
Transfers from Stage 1 to Stage 2 (4)                    4                   -             -                     
Transfers from Stage 1 to Stage 3 -                      -                   -             -                     
Transfers from Stage 2 to Stage 1 13                    (13)                -             -                     
Transfers from Stage 2 to Stage 3 -                      -                   -             -                     
Transfers from Stage 3 to Stage 1 28                    -                   (28)         -                     
Transfers from Stage 3 to Stage 2 -                      13                 (13)         -                     

New financial assets originated / recoveries 107                  822               4,188      5,117              

Changes in PDs/LGDs/EADs (200)                 (1,132)            (3,718)     (5,050)             

Financial assets derecognised/written-off (4)                    (90)                (3,238)     (3,332)             

Allowance for ECL as at December 31, 2023 129$                1,096$           5,819$     7,044$            

2023 and 2022
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Stage 1 Stage 2 Stage 3 Total
Business
Allowance for ECL as at January 1, 2022 -$                    81$               890$       971$               

New financial assets originated/recoveries -                      9                   -             9                    

Changes in PDs/LGDs/EADs -                      (15)                469         454                 

Financial assets derecognised/written-off -                      -                   (31)         (31)                 

Allowance for ECL as at December 31, 2022 -$                    75$               1,328$     1,403$            

New financial assets originated / recoveries -                      7                   1,127      1,134              

Changes in PDs/LGDs/EADs 106                  (65)                (1,014)     (973)               

Financial assets derecognised/written-off -                      -                   -             -                     

Allowance for ECL as at December 31, 2023 106$                17$               1,441$     1,564$            

2023 and 2022
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Personal Stage 1 Stage 2 Stage 3 Total
Allowance for ECL as at January 1, 2022 11,141$            27,904$         75,259$   114,304$         
Transfers:

Transfers from Stage 1 to Stage 2 (214)                 214               -             -                     
Transfers from Stage 1 to Stage 3 (124)                 -                   124         -                     
Transfers from Stage 2 to Stage 1 715                  (715)              -             -                     
Transfers from Stage 2 to Stage 3 -                      (466)              466         -                     
Transfers from Stage 3 to Stage 1 1,231                -                   (1,231)     -                     
Transfers from Stage 3 to Stage 2 -                      4,277             (4,277)     -                     

New financial assets originated/recoveries 3,890                3,069             1,865      8,824              

Changes in PDs/LGDs/EADs (369)                 (5,557)            (12,694)   (18,620)           

Financial assets derecognised/written-off (1,627)              (6,575)            (34,290)   (42,492)           

Allowance for ECL as at December 31, 2022 14,643$            22,151$         25,222$   62,016$           

Transfers:
Transfers from Stage 1 to Stage 2 (127)                 127               -             -                     
Transfers from Stage 1 to Stage 3 (64)                   -                   64           -                     
Transfers from Stage 2 to Stage 1 255                  (255)              -             -                     
Transfers from Stage 2 to Stage 3 -                      (315)              315         -                     
Transfers from Stage 3 to Stage 1 52                    -                   (52)         -                     
Transfers from Stage 3 to Stage 2 -                      799               (799)        -                     

New financial assets originated/recoveries 9,948                15,837           17,842     43,627            

Changes in PDs/LGDs/EADs (10,608)             (22,962)          (23,643)   (57,213)           

Financial assets derecognised/written-off (1,848)              4,613             3,236      6,001              

Allowance for ECL as at December 31, 2023 12,251$            19,995$         22,185$   54,431$           

2023 and 2022
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Credit Cards Stage 1 Stage 2 Stage 3 Total
Allowance for ECL as at January 1, 2022 1,187$              333$              1,502$     3,022$            
Transfers:

Transfers from Stage 1 to Stage 2 (656)                 656               -             -                     
Transfers from Stage 1 to Stage 3 (72)                   -                   72           -                     

New financial assets originated/recoveries 216                  228               119         563

Changes in PDs/LGDs/EADs 1,251                (868)              (1,168)     (785)               

Financial assets derecognised/written-off (650)                 -                   -             (650)               

Allowance for ECL as at December 31, 2022 1,276$              349$              525$       2,150$            

Transfers:
Transfers from Stage 1 to Stage 2 (19)                   19                 -             -                     
Transfers from Stage 1 to Stage 3 (6)                    -                   6            -                     
Transfers from Stage 2 to Stage 1 270                  (270)              -             -                     
Transfers from Stage 3 to Stage 1 845                  -                   (845)        -                     
Transfers from Stage 3 to Stage 2 -                      39                 (39)         -                     
Transfers from Stage 2 to Stage 3 -                      (2)                  2            -                     

-                     

New financial assets originated/recoveries 303                  49                 138         490                 

Changes in PDs/LGDs/EADs (1,655)              32                 1,042      (581)               

Financial assets derecognised/written-off (51)                   (53)                (604)        (708)               

Allowance for ECL as at December 31, 2023 963$                163$              225$       1,351$            

2023 and 2022
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Stage 1 Stage 2 Stage 3 Total
Government
Allowance for ECL as at January 1, 2022 -$              367$           -$             367$         

Transfers from Stage 2 to Stage 1 36             (36)              -              -               

Changes in PDs/LGDs/EADs (36)            (217)            -              (253)         

Financial assets derecognised/written-off -               (11)              -              (11)           

Allowance for ECL as at December 31, 2022 -$              103$           -$             103$         

Changes in PDs/LGDs/EADs 28             (103)            -              (75)           

Allowance for ECL as at December 31, 2023 28$           -$               -$             28$           

2023 and 2022
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The credit quality of loans and advances to customers is shown in the following table: 

 
 

Original

Contract Restructured Total

Loans and advances to customers
Residential mortgage

Neither past due or impaired 109,432$  1,161$                110,593$              
Past due but not impaired 28,603      346                     28,949                  

   Impaired 23,773      269                     24,042                  

161,808$  1,776$                163,584$              

Business

Neither past due or impaired 10,187$    17$                     10,204$                
Past due but not impaired 3,345        3,906                  7,251                    

   Impaired 3,583        -                          3,583                    

17,115$    3,923$                21,038$                

Personal

Neither past due or impaired 465,285$  69,333$              534,618$              
Past due but not impaired 40,936      24,954                65,890                  

   Impaired 16,188      12,097                28,285                  

522,409$  106,384$            628,793$              

Credit card
Neither past due or impaired 31,168$    -$                        31,168$                
Past due but not impaired 6,406        -                          6,406                    

   Impaired 454           -                          454                       

38,028$    -$                        38,028$                

Government

Neither past due or impaired 20,959$    -                          20,959$                

760,319$  112,083$            872,402$              

2023
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Original 
Contract

Restructured Total

Loans and advances to customers
Residential mortgage

Neither past due or impaired 104,814$    891$              105,705$    
Past due but not impaired 24,552       419                24,971       

Impaired 30,303       207                30,510       

159,669$    1,517$            161,186$    

Business
Neither past due or impaired 15,505$      113$              15,618$      
Past due but not impaired 3,667         -                    3,667         

Impaired 3,350         -                    3,350         

22,522$      113$              22,635$      

Personal
Neither past due or impaired 437,788$    66,433$          504,221$    
Past due but not impaired 51,767       28,113            79,880       

Impaired 22,447       8,628              31,075       

512,002$    103,174$        615,176$    

Credit card
Neither past due or impaired 26,385$      -$                  26,385$      
Past due but not impaired 6,931         -                    6,931         

Impaired 1,018         -                    1,018         

34,334$      -$                  34,334$      

Government

Neither past due or impaired 28,895$      -                    28,895$      

757,422$    104,804$        862,226$    

2022

 
 
 
All financial assets outside of loans and advances to customers are neither past due nor impaired. 
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The table below shows the distribution of loans and advances to customers that are neither past due nor 
impaired: 
 

2023 2022

Satisfactory risk  $    704,371  $     678,259 
Watch list           3,171            2,565 

 $    707,542  $     680,824 
 

 
 
Watch list accounts are those that are exhibiting signs of distress or accounts that have been in distress in the 
past.  Indications of distress include consistent arrears reflecting reduced income of the borrower, death of one 
of the parties to the loan, marital issues or divorce, illness, diminished business cash flows, etc. 
 
Conversely, satisfactory accounts are accounts that are generally being serviced as agreed with no material 
indications that the borrower will default.   
 
The analysis of the age of loans and advances to customers that were past due but not impaired is as follows: 
 
 

Residential
Mortgage Business Personal Credit Card Total

Past due up to 29 days 24,736$                       5,964$                 46,660$               5,034$                 82,394$               
Past due 30 - 59 days 2,065                           186                     11,211                 979                     14,441                 
Past due 60 - 89 days 2,148                           1,101                   8,019                   393                     11,661                 

28,949$                       7,251$                 65,890$               6,406$                 108,496$             

Residential
Mortgage Business Personal Credit Card Total

Past due up to 29 days 19,311$                       2,793$                 57,852$               4,187$                 84,143$               

Past due 30 - 59 days 3,258                           568                     13,162                 1,910                  18,898                 
Past due 60 - 89 days 2,402                           306                     8,866                  834                     12,408                 

24,971$                       3,667$                 79,880$               6,931$                 115,449$             

2023

2022
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Restructured loans 
Restructuring activity is designed to manage customer relationships, maximise collection opportunities and, if 
possible, avoid foreclosure or repossession.  Such activities include extended payment arrangements, approved 
debt management plans, deferring foreclosure, modification, loan rewrites and/or deferral of payments pending 
a change in circumstances.  Restructuring of consumer loans normally results in additional collateral, a co-
signer or guarantor or a garnishee of salary being added to the loan.  Following the restructuring, an overdue 
consumer account is normally reset from delinquent to current status.  Restructuring policies and practices are 
based on indicators or criteria which, in the judgment of management, indicate that repayment will probably 
continue.  These policies are continually reviewed and their application varies according to the nature of the 
market, the product, and the availability of empirical data.  
 
In the Group’s current IFRS 9 ECL weighted risk rating model, restructured accounts attract a higher risk 
weighting than accounts that have not been restructured. 
 
 
Collateral Relative to Loans and advances to customers  
It is the Bank’s policy to determine that, at the time of origination, loans are within the customer’s capacity to 
repay, rather than to rely excessively on security.  Loans classified as personal typically take into account the 
customer’s standing and employment and credit histories and are generally unsecured.  The Bank has guidelines 
as part of its credit policy on the acceptability of specific classes of collateral which are reviewed regularly. 
 
The principal collateral types are as follows: 
 
 Personal - garnishees over salary and chattel mortgages; 
 Residential mortgage - mortgages over residential properties; 
 Commercial and industrial - charges over business assets such as premises, stock, and debtors; 
 Commercial real estate - charges over the properties being financed. 
 
The Group closely monitors collateral held for financial assets considered credit-impaired, as it becomes more 
likely that the Group will take possession of the collateral to mitigate potential credit losses.  Financial assets 
that are credit-impaired and related collateral held to mitigate potential losses are shown below. 
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Gross
Carrying
Amount

Allowance
for

ECL

Net
Carrying
Amount

Value of
Collateral

Held

Residential mortgage 24,042$               5,819$                 18,223$               19,707$               
Business 3,583 1,441$                 2,142 1,671
Personal 28,285 22,185$               6,100 4
Credit card 454                     225                     229                     -                         

56,364$               29,670$               26,694$               21,382$               

Gross
Carrying
Amount

Allowance
for

ECL

Net
Carrying
Amount

Value of
Collateral

Held

Residential mortgage 30,510$               8,628$                 21,882$               30,403$               
Business 3,350                   1,328                   2,022                   2,824                   
Personal 31,075                 25,222                 5,853                   179                     
Credit card 1,018                   525                     493                     -                         

65,953$               35,703$               30,250$               33,406$               

2022

2023

 
 
 
The Group’s policies regarding obtaining collateral have not changed during the reporting period. There has 
been no significant change in the overall quality of the collateral held by the Group since the prior period. 
 
ECL sensitivity analysis 
If the loss given default increases/decreases by 5% and all other variables remain constant, the Group’s ECL is 
estimated to increase/decrease as noted below. 
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2023 2022

Residential mortgage 176$               189$                     
Business 10                  12                         
Personal 3,585              3,437                     
Credit cards 10                  9                           
Government 106                 5                           
Investments 166                 162                       

4,053$            3,814$                   

Loss Given Default (LGD)

 
 
 
a. Liquidity risk  
Liquidity risk is the potential for loss if the Group is unable to meet financial commitments promptly at 
reasonable prices as they fall due.  Financial commitments include liabilities to depositors and suppliers, and 
lending, pledging and investment commitments.  Managing liquidity and funding risk is essential to maintaining 
both depositor confidence and stability in earnings. 
 
The Group manages liquidity and funding risk by ensuring that sufficient liquid assets and funding capacity are 
available to meet financial commitments, even in times of stress.  The Directors’ Executive Committee oversees 
the Group’s liquidity and funding risk management framework which includes operating within clearly defined 
Board limits, regulatory liquidity requirements and strong effective processes to monitor and manage risk, 
including contingency plans to facilitate managing through a distressing situation.   
 
Included in deposits from customers are deposits totaling $196.3 million (2022: $194.2 million) from a single 
customer representing 13.05% (2022: 12.85%) of the total deposits from customers.  The amounts are 
comprised primarily of certificates of deposits from a related party. 
 
There have been no changes in the policies and procedures for managing liquidity risk compared to the prior 
year. 
 
The following tables summarize the cash flows from financial instruments into maturity groupings, based on 
the remaining period to the contractual maturity dates.  The cash flows presented are undiscounted.   
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As at December 31, 2023

 Within 3 
Months  3 - 12 months 

Over 1 - 5 
Years Over 5 years       Total

Assets

Cash and deposits with banks 238,615$           -$                     -$                     -$                     238,615$           
Investments 232,524             157,781             202,411             242,097             834,813             
Loans and advances to customers 80,549              21,128              294,365             938,397             1,334,439          

Total financial assets 551,688$           178,909$           496,776$           1,180,494$        2,407,867$        
Liabilities

Deposits from customers 901,681$           128,837$           359,737$           189,108$           1,579,363$        
Lease liabilities 112                   318                   325                   -                   755                   
Other liabilities 15,128              -                   -                   -                   15,128              

Total financial liabilities 916,921$           129,155$           360,062$           189,108$           1,595,246$        
Net liquidity gap (365,233)$        49,754$           136,714$         991,386$         812,621$         

As at December 31, 2022

 Within 3 
Months  3 - 12 months 

Over 1 - 5 
Years Over 5 years       Total

Assets

Cash and deposits with banks 264,223$           -$                 -$                 -$                 264,223$           
Investments 222,202             146,205             203,248             179,045             750,700$           
Loans and advances to customers 50,891              152,674             265,768             779,016             1,248,349          
Total financial assets 537,316$           298,879$           469,016$           958,061$           2,263,272$        

Liabilities
Deposits from customers 879,889$           160,134$           272,482$           233,575$           1,546,080$        
Lease liabilities 155                   464                   870                   -                       1,489                
Other liabilities 15,455              -                       -                       -                       15,455              

Total financial liabilities 895,499$           160,598$           273,352$           233,575$           1,563,024$        
Net liquidity gap (358,183)$        138,281$         195,664$         724,486$         700,248$         
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Management of the Bank’s short-term liquidity gap 
 
In the normal course of business, the Group experiences a short-term liquidity gap, where the amounts it holds 
as deposits for customers may exceed its available liquid assets matching the same maturity. The Group 
manages this short-term liquidity gap by establishing a Liquidity Buffer of marketable securities with a long-
term duration that can be liquidated or applied as collateral to meet unexpected payment obligations while 
continuing normal banking activities; and without obtaining new funding. The Group also monitors its liquid 
assets in relation to the demand and savings deposits from customers to ensure that the liquid assets are 
sufficient to fund withdrawals of demand and savings deposits. Liquidity risks related to certificates of deposits 
are managed with contractual limitations on the timing and amount of early withdrawals.  
 
 
The Group also has access to inter-bank lending facilitated by The Central Bank of the Bahamas should 
additional liquidity be needed. 
 
b. Currency risk  
Currency risk is the risk that the fair values and/or amounts realised on settlement of financial instruments, and 
settlements of foreign currency transactions, will fluctuate due to changes in foreign exchange rates.  Currency 
risk arises when future commercial transactions and recognised monetary assets and liabilities are denominated 
in currencies other than the Bank’s functional currency.  The Bank is not subject to significant currency risk as 
its foreign currency transactions and monetary assets and liabilities are predominately denominated in 
currencies with foreign exchange rates currently fixed against the Bank’s functional currency. 
 
c. Operational risk 
Operational risk is the potential for loss resulting from inadequate or failed internal processes or systems, human 
error or external events not related to credit, market or liquidity risks.  The Group manages this risk by 
maintaining a comprehensive system of internal control and internal audit, including organizational and 
procedural controls.  The system of internal control includes written communication of the Group’s policies 
and procedures governing corporate conduct and risk management; comprehensive business planning; effective 
segregation of duties; delegation of authority and personal accountability; careful selection and training of 
personnel and sound accounting policies, which are regularly updated.  These controls and audits are designed 
to provide the Group with reasonable assurance that assets are safeguarded against unauthorized use or 
disposition, liabilities are recognised, and the Group is in compliance with all regulatory requirements. 
 
d. Off balance sheet risk  
In the normal course of business, and in order to meet the financing needs of its customers, the Group may enter 
into financial instruments with off balance sheet risk. These instruments can be classified into the commitments 
category. The Group mitigates the risks associated with such financial instruments by transacting only with 
well-established, high credit quality financial institutions. At this time, the Group has no exposure to these 
instruments with the exception to letters of credit and guarantees.   
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23. Corresponding Figures - IFRS 17 (Revised) 

 
IFRS 17 impacts the Group through the issuance of credit life insurance policies by the Bank’s wholly-owned 
subsidiary, Laurentide. As a pre-requisite for the approval of personal loans, the Bank requires that borrowers 
obtain credit life insurance coverage (the “insurance contract”) from Laurentide or another third-party insurance 
provider (at the option of the borrower) to reduce the potential loss in the event of default in case of death by 
the borrower. Effective January 1, 2023, the Bank and Laurentide adopted IFRS 17 in stand-alone financial 
statements. Upon consolidation, the effects of IFRS 17 are eliminated as the beneficiary of insurance contracts 
issued by Laurentide is the Bank, and the insurance contract does not give rise to the Group compensating 
another party.  Upon consolidation of the Group, the credit risk that a borrower, holding a credit life insurance 
contract with Laurentide, may not satisfy their financial obligation to the Bank is not extinguished because of 
the arrangement between Laurentide and the Bank. 
 
The Bank has historically generated an accounting error by reporting an insurance liability in its consolidated 
financial statements. Management and those charged with governance have analyzed the matter, concluding 
that the prior years' errors were not qualitatively and quantitatively material, hence a full restatement was not 
deemed necessary. Accordingly, the following corresponding figures presented in the audited financial 
statements are revised to conform with the changes in the presentation in the current year: 
 
   Elimination of the life assurance fund liability in the Consolidated Statement of Financial Position; and 

elimination of the change in the life assurance fund liability in the Consolidated Statement of Profit or Loss 
and Other Comprehensive Income. The financial impact of these changes was to decrease the Group’s total 
profit for the year ended December 31, 2022, by $430 thousand and increase the Group’s retained earnings 
by $581 thousand and $1.01 million as at December 31, 2022 and 2021, respectively. 
 

 Reclassification of insurance claims to be included as part of the loan charge-off amount, which resulted in 
a decrease of impairment reversals on financial assets by $2.2 million for the year ended December 31, 
2022, in the Consolidated Statement of Profit or Loss and Other Comprehensive Income. 

 
 Premium income received from third-party borrowers is recognized in the Consolidated Statement of Profit 

or Loss and Other Comprehensive Income for both years 2023 and 2022, in the amount of $5.3 million and 
$4.6 million, respectively, as part of the Group’s fee and other income. 

 
 

24. Subsequent Events 
 
The Bank has declared a quarterly dividend for common shares, to all shareholders of record at March 14, 2024, 
and paid the dividend in the amount of 3 cents per share, totaling $8.8 million. 
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