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INDEPENDENT AUDITORS® REPORT

To the Meambers of
JN BANK LIMITED

Report on the Audit of the Financial Statements
Opinion

We have audited the financial staternents of JN Bank Limited {“the Bank"},
set out on pages B to 92, which comprise the statement of financial position
as at March 31, 2020, the statements of profit or loss, other comprehensive
income, changes in equity and cash flows for the year then ended, and
notes, comprising significant accounting policies and other explanatory
infarmation.

In our opinion, the accompanying financial statements give a true and fair
view of the financial position of the Bank as at March 31, 2020, and of its
financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards (IFRS) and the
Jamaican Companies Act.

Basis for Opinion

We conducted our audit in accordance with [nternational Standards on
Auditing (ISAs). Our responsibilities under those standards are further
described in the Auditors’ Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Bank in
accordance with the International Ethics Standards Board for Accountants
International Code of Ethics for Professional Accountants including
International Independence Standards (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.

R. Tarun Handa
KP#4G, a Jamalcan partnership ond a member finn of the KPMG network Cynthia L Lawrence  Nigel R. Chambers  Wiberd A Spence
of independent member fims affilated with KPMG intemational Rajan Trehan Nyssa A, Johnsgn  Rochelle N Stephenson
Cooperative {"KPMG Intamational’), a Swiss entity Norman O Ramnfard W, Gihan €. de Mot Sandra A Edwards
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INDEPENDENT AUDITORS' REPORT (CONTINUED)

To the Members of
JN BANK LIMITED

Report on the Audit of the Financial Statements (continued)

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

Management is responsible for the preparation of financial statements that
give a true and fair view in accordance with IFRS and the Jamaican
Companies Act, and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

in preparing the financial staterments, management is responsible for
assessing the Bank's ability to continue as a going concern, disclosing, as
applicable, matters related to going concemn and using the going concern
basis of accounting unless management either intends to figuidate the Bank
or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Bank's
financial reporting process.

Auditors” Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the
financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issue an 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 wilt 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 financial statements.

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

° |dentify and assess the risks of material misstaternent of the financial
staternents, 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 errer, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of
internal control.
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INDEPENDENT AUDITORS’ REPORT (CONTINUED)

To the Members of
JN BANK LIMITED

Report on the Audit of the Financial Statements {continued)

Auditors” Responsibilities for the Audit of the Financial Statements
(continued}

o 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 Bank’s internal control.

o 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 Bank'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 financial statements or, if such disclosures
are inadequate, to modify our opinion. QOur conclusions are based on
the audit evidence obtained up to the date of our auditors’ report.
However, future events or conditions may cause the Bank to cease 10
continue as a going concern.

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

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

To the Members of
JN BANK LIMITED

Report on additional matters as required by the Jamaican Companies
Act

We have obtained all the information and explanations which, to the best of
our knowledge and belief, were necessary for the purposes of our audit.

In our opinion, proper accounting records have been maintained, so far as
appears from our examination of those records, and the financial statements,

which are in agreement therewith, give the information required by the
Jamaican Companies Act in the manner required.

!:haltere‘\d&co@mtams

Kingston, Jamaica

August 14, 2020



JN BANK LIMITED

Statement of Financial Position
March 31, 2020

Notes
2020 2019
' $:000 $°000
ASSETS i
Cash and cash equivalents 6,9(c) 26,792,575 22,793,176
Securities purchased under resale agreements 7 - 2,299,632
Investments 8 46,872,684 50,156,151
Due from related entities 9(b)(i) 1,162,497 916,705
Taxation recoverable 1,032,909 1,000,827
Interest in associate 10 175,152 161,093
Loans, after allowance for impairment losses 11,9(c) 102,949,004 89,577,885
Other assets 12,9(c) 683,691 660,691
Assets held for sale 13 205,783 404,560
Investment properties 14 176,475 182,311
Property, plant and equipment ' 15 4,136,896 3,417,458
Intangible assets 16 ; 209,925 142,928
Deferred tax asset 17 1,476,337 724,119
Right-of-use-assets 23(a) 437,804 -
Total assets 1 11,732 172,437,536
LIABILITIES
Due to specialised financial institutions 19,882,426 18,614,327
Customer deposits 18,9(c) 138,734,327 127,460,523
Securities sold under repurchase agreements 19,9(c) 6,020,708 3,317,838
Other payables 20,9(c) 2,240,485 1,636,682
Margin loan payable 21 - 898,159
Taxation payable 238,835 350,003
Employee benefits obligation 22(a) 1,202,797 1,524,407
Lease liabilities 23(b) 451,752 -
Total liabilities 168.771.330 153,801,939
EQUITY
Share capital 24 4,511,000 4,511,000
Reserve fund 25 7,600,000 7,600,000
Contractual savings reserve 26 14,223 14,223
Other reserves 27 3,089,872 4,835,869
Retained earnings 2,325,307 1,674,505
Total equity 17.540.402 18.635.597
Total liabilities and equity 186.311,732 172.437.536

The financial statements on pages 5 to 92 were approved for issue by the Board of Directors on August 13, 2020 and signed on its
behalf by:

I r]‘c(ﬁ{)r Director
1
I‘WEadJan'ett, OJ, CD. JE » CStJ

Director

Curtis Martin

To be read in conjunction with the accompanying notes to the financial statements.



JN BANK LIMITED

Statement of Profit or Loss
Year ended March 31, 2020

Notes
2020 2019
$°000 $°000
Interest revenue calculated using the effective
interest method:
Interest on loans 9(d) 8,351,936 7,452,188
Interest on investments 1,634,623 2,265,427
9,986,559 9,717,615
Interest expense 29.,9(d) (_1,815.674) ( 2.141.784)
Net interest revenue 8,170,885 7,575,831
Impairment losses on financial instruments 34(b)(v) ( 486,262) ( 180,545)
Gain on disposal of fair value through other comprehensive
income (FVOCI) investment securities 738,003 708,386
Unrealised loss on fair value through profit or loss (FVTPL)
investment securities - ( 78,985)
Other operating income 30,9(d) 4,847,191 3,764,576
Operating expenses 31,9(d) (12,021,980) (10,836,749)
Finance expense — lease 23(c) ( 17,705) -
Operating profit 1,230,132 952,514
Share of profit of associate 10 40,874 40,103
Unrealised foreign exchange losses (__209.619) (__202.295)
Profit before taxation 1,061,387 790,322
Taxation 32 (__492.778) (__267.714)
Profit for the year 568,609 522,608

To be read in conjunction with the accompanying notes to the financial statements.



JN BANK LIMITED

Statement of Other Comprehensive Income
Year ended March 31, 2020

Notes

Profit for the year
Other comprehensive income:

Items that are or may be reclassified to
profit or loss:
Realised gain on investments recognised
in statement of profit or loss
(Decrease)/increase in fair value of FVOCI investment
securities, net of impairment losses
Deferred tax on FVOCI investment securities
and ECL 17

Items that will never be reclassified to
profit or loss:
Remeasurement of employee benefits obligation 22(d)
Deferred tax on employee benefits obligation 17

Total other comprehensive loss for the year

Total comprehensive (loss)/income for the year

To be read in conjunction with the accompanying notes to the financial statements.

2020 2019
$°000 $°000
568.609 522,608

( 738,003) (708,387)

(1,717,904) 545,504
824.042 54295

(1,631.865)  (108.588)
523,591  (118,295)

(_174,530) 39.432
349,061  (_78.863)

(1.282.804) (187.451)

(_714,195) 335,157




JN BANK LIMITED

Statement of Changes in Equity
Year ended March 31, 2020

Restated balances as at March 31, 2018
Changes on initial application of IFRS 9

Restated balances at April 1, 2018

Total comprehensive income for the year:
Profit for the year

Other comprehensive income
Realised gain on investments recognised
in statement of profit or loss

Increase in fair value of investment securities classified

as fair value through other comprehensive
income (FVOCI), net of impairment losses
Deferred tax on FVOCI investment securities
Remeasurement of employee benefits obligation
Deferred tax on employee benefits obligation

Total other comprehensive loss
Total comprehensive (loss)/income

Movements between reserves:
Transfer to credit loss reserve
Transfer to retained earnings reserve

Transaction with owners:
Dividends (note 38)

Balances as at March 31, 2019

Total comprehensive income for the year:
Profit for the year

Other comprehensive income:

Realised gain on investments recognised in
statement of profit or loss

Decrease in fair value of FVOCI investment
securities, classified as FVOCI, net of

impairment losses

Deferred tax on FVOCI investment securites

Remeasurement of employee benefits obligation

Deferred tax on employee benefits obligation

Total other comprehensive loss

Total comprehensive (loss)/income

Movements between reserves:
Transfer to credit loss reserve

Transaction with owners:
Dividends (note 38)

Balances as at March 31, 2020

Contractual
Share Reserve savings Other Retained
capital fund reserve reserves earnings Total
$’000 $’000 $’000 $’000 $’000 $’000

(note 24) (note 25) (note 26) (note 27)

4,511,000 7,600,000 14,223 4,108,252 2,403,581 18,637,056
- - - 98,973 (_195,589) ( 96,616)

4,511,000 7,600,000 14,223 4,207,225 2,207,992 18,540,440
- - - - 522,608 522,608
- - - ( 708,387) - ( 708,387)
- - - 545,504 - 545,504
- - - 54,295 - 54,295
- - - - ( 118,295) ( 118,295)
R - - - 39,432 39,432
- - - (_108,588) (__78,863) (__187.451)
- - - (_108,588) 443,745 335,157

( 262,768) 262,768 -

- - - 1,000,000  (1,000,000) -
- - - 737,232 (_737,232) -
- - - - (_240,000) (__240,000)

4,511,000 7,600,000 14,223 4,835,869 1674505 18,635,597
- - - - 568,609 568,609
- - - ( 738,003) - ( 738,003)
- - - (1,717,904) - ( 1,717,904)
- - - 824,042 - 824,042
- - - - 523,591 523,591
- - - - (_174,530) (__174,530)
- - - (1,631,865) 349,061 (_1,282,804)
- - - (1,631,865) 917,670 (__714,195)
- - - (114132) 114,132 -
- - - - (_381,000) (__381,000)

4,511,000 7,600,000 14,223 3,089,872 2,325,307 17,540,402

To be read in conjunction with the accompanying notes to the financial statements.



JN BANK LIMITED

Statement of Cash Flows
Year ended March 31, 2020

Notes

Cash flows from operating activities
Profit for the year
Adjustments to reconcile profit to net cash
provided by operating activities:

Depreciation - property, plant and equipment

and investment properties 14,15
Depreciation on right-of-use assets 23(c)
Amortisation of intangible assets 16
Gain on disposal of property, plant and equipment
Gain on disposal of foreclosed properties
Gain on disposal of investments
Gain from foreign exchange rate changes
Share of profit in associate 10
Impairment losses on financial instruments 34(b)(v)
Dividend income 30
Interest income
Interest expense 29
Interest expense on lease liabilities 23(c)
Tax expense 32(a)(1)
Deferred taxation 32(a)(ii)
Employee benefits obligation
Net decrease in foreclosed properties

Changes in operating assets and liabilities:
Securities purchased under resale agreements
Due from related entities

Taxation recoverable

Net additions to loans

Other assets

Due to specialised financial institutions

Net receipts from customers deposits
Securities sold under repurchase agreements
Other payables

Interest paid
Interest received
Income tax paid

Net cash provided by/ (used in) operating activities

Cash flows from investing activities
Investments
Dividend received
Assets held for sale
Dividends from equity accounted investee 10
Purchase of intangible assets 16
Purchase of property, plant and equipment 15
Proceeds from disposal of assets held for sale
Proceeds from disposal of property, plant and equipment
Proceeds from disposal of investments

Net cash provided by investing activities

Net cash provided by/(used in) operating and investing activities (page 10)

To be read in conjunction with the accompanying notes to the financial statements.

2020
$°000

568,609

350,259
91,604
148,827
47,641)
19,355)
738,003)
54,465)
40,874)
486,262
( 24,290)
( 9,986,559)
1,815,674
17,705
595,484
( 102,706)
201,981
(__49.662)

( 6,787,150)

A~~~ S~

2,298,000
( 246,111)
(32,052
(13,447,718)

93,813
1,268,100
8,649,884
2,704,666
(__308.257)

( 5,806,825)
( 1,891,590)

9,998,760
(__706.682)

1,593,663

(23,864,189)
24,290
99,324
39,001

( 134,723)

( 1,345,543)

168,470
148,747
27.204.410

2,339,787
3.933.450

2019
$°000

522,608

351,809

102,720
6,087)
17,079)
708,386)
475,460)
40,103)
180,545
(23,226
( 9,717,615)
2,141,784

NN AN S AN

619,548
( 351,834)
157,816
(__40.955)

( 7,303,915)

( 1,378,909)

665,616
( 67,298)
(10,547,696)
( 268,579)

1,279,359
12,761,453
( 5,396,411)
(_1.505.579)

(11,761,959)
( 2,109,515)

9,697,479
(__367.743)

(_4.541.738)

(11,838,768)
23,226
(7,728
60,303
( 82,685)
(371,012
90,121
37,196
13.372.820

1.243.371
((3.258.264)



JN BANK LIMITED

Statement of Cash Flows (Continued)
Year ended March 31, 2020

Notes

Net cash provided by/(used in) operating and investing activities (page 9)

Cash flows from financing activities
Payment of lease liabilities 23(d)
Dividends paid

Net cash used in financing activities

Net increase/(decrease)in cash and cash equivalents
Cash and cash equivalents at beginning of the year

Effects of exchange rate changes on cash and cash equivalents

Cash and cash equivalents at end of the year 6

To be read in conjunction with the accompanying notes to the financial statements.

10

2020 2019
$°000 $°000
3933450  (3.258.264)
( 95361) -
(__381.000)  (__240.000)
(_476361)  (__240.000)
3,457,089  ( 3,498,264)
22,793,176 26,602,881
542310  (__311.441)
26,792,575 22,793,176
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JN BANK LIMITED

Notes to the Financial Statements
March 31, 2020

1.

The Bank

JN Bank Limited (“the Bank”) commenced business on February 1, 2017, subsequent to the granting
of a licence under the Banking Services Act, 2014, by virtue of the conversion of The Jamaica
National Building Society (“the Building Society™).

The Bank’s registered office is located at 2-4 Constant Spring Road, Kingston 10. Its principal
activities are granting home and other loans, operating savings and current accounts and buying and
selling of foreign exchange.

The Bank is a wholly-owned subsidiary of JN Financial Group Limited, which is a subsidiary of The
Jamaica National Group Limited (“ultimate parent”). The entities are incorporated in Jamaica under
the Jamaican Companies Act.

Licence and requlation

The Bank is licensed, and the financial statements are delivered, under the Banking Services Act,
2014 and the Banking Services Regulations, 2015, which became effective on September 30, 2015.

Statement of compliance and basis of preparation

(a) Statement of compliance:

The financial statements are prepared in accordance with International Financial Reporting
Standards (IFRS) and comply with the relevant provisions of the Jamaican Companies Act.

Details of the Bank’s accounting policies, including changes during the year, are included in
notes 39 and 40.

This is the first set of the Bank’s annual financial statements in which IFRS 16 Leases has been
applied.

(b) Basis of preparation:

The financial statements are prepared on the historical cost basis, except for the following:

. financial instruments at fair value through profit or loss are measured at fair value;

. financial instruments at fair value through other comprehensive income are measured at
fair value;

. the liability for defined-benefit obligations is recognised as the present value of the

defined-benefit obligations.
(¢) Functional and presentation currency

The financial statements are presented in Jamaica dollars, which is the functional currency of
the Bank, and are rounded to the nearest thousand dollars, unless otherwise stated.
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JN BANK LIMITED

Notes to the Financial Statements (Continued)
March 31, 2020

3

Statement of compliance and basis of preparation (continued)

(d)

(e)

Use of estimates, assumptions and judgements:

The preparation of the financial statements in conformity with IFRS requires management to
make estimates, assumptions and judgement that affect the reported amounts of, and disclosures
relating to, assets, liabilities, contingent assets and contingent liabilities at the reporting date
and the income and expenses for the year then ended. Although these estimates are based on
management’s best knowledge of current events and actions, actual amounts could differ from
these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimates are revised, if the
revision affects only that period, or in the period of the revision and future periods, if the revision
affects both current and future periods.

Information about significant areas of estimation uncertainty and critical judgements in applying
accounting policies that have the most significant effect on the amounts recognised in the
financial statements are described in note 4.

Comparative information:

Wherever necessary, the comparative figures are reclassified to conform to the current year’s
presentation.

Accounting estimates and judgements

The key sources of estimation uncertainty and critical judgements in applying accounting policies that
have the most significant effect on amounts recognised in the financial statements, or which have a
risk of material adjustment in the next year, are as follows:

(a)

Key sources of estimation uncertainty:
(i)  Post-retirement benefits:

The amounts recognised in the statements of financial position, profit or loss and other
comprehensive income for certain post-retirement benefits are determined actuarially
using several assumptions. The primary assumptions used in determining the amounts
recognised include the discount rate used to determine the present value of estimated
future cash flows required to settle the post-retirement obligations and the expected rate
of increase in medical costs for post-retirement medical benefits. +

The discount rate is determined based on the estimate of yield on long-term government
securities that have maturity dates approximating the terms of the Bank’s obligation. In
the absence of such instruments in Jamaica, it has been necessary to estimate the rate by
extrapolating from the longest-tenor security on the market. The estimate of expected rate
of increase in medical costs is determined based on inflationary factors. Any changes in
these assumptions will impact the amounts recorded in the financial statements for these
obligations.
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JN BANK LIMITED

Notes to the Financial Statements (Continued)

March 31, 2020

4.

Accounting estimates and judgements (continued)

(a)

Key sources of estimation uncertainty (continued):

(i)

(iii)

Allowance for impairment losses:
Measurement of the expected credit loss (ECL) allowance

The measurement of the expected credit loss allowance for financial assets measured at
amortised cost and fair value through other comprehensive income (FVOCI) requires the
use of complex models and significant assumptions about future economic conditions and
credit behaviour (e.g. the likelihood of customers defaulting and the resulting losses).
Explanation of the inputs, assumptions and estimation techniques used in measuring ECL
is further detailed in notes 34(b) and 40(a).

A number of significant judgements are also required in applying the accounting
requirements for measuring ECL, such as:

o Determining criteria for significant increase in credit risk;

o Choosing appropriate models and assumptions for the measurement of ECL;

. Establishing the number and relative weightings of forward-looking scenarios for
each type of product/market and the associated ECL; and

o Establishing groups of similar financial assets for the purposes of measuring ECL.

Detailed information about the judgements and estimates made by the Bank in the above
areas is set out in note 34(b).

Valuation of financial instruments:

The Bank’s accounting policy on fair value measurements is discussed in accounting policy
note 40(b)].

When measuring the fair value of an asset or liability, the Bank uses market observation
data as far as possible. Fair values are categorised into different levels in a fair value
hierarchy based on the inputs used in the valuation techniques, as follows:

. Level 1 — Quoted market price (unadjusted) in an active market for identical assets
or liabilities.

o Level 2 — Valuation techniques based on observable inputs, either directly (i.e. as
prices) or indirectly (i.e. derived from prices). This category includes instruments
valued using: quoted market prices in active markets for similar instruments; quoted
prices for identical or similar instruments in markets that are considered less than
active; or other valuation techniques where all significant inputs are directly or
indirectly observable from market data.

o Level 3 — Valuation techniques using significant unobservable inputs. This category
includes all instruments where the valuation technique includes inputs not based on
observable data and the unobservable inputs have a significant effect on the
instrument’s valuation. This category includes instruments that are valued based on
quoted prices for similar instruments where significant unobservable adjustments or
assumptions are required to reflect differences between the instruments.
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JN BANK LIMITED

Notes to the Financial Statements (Continued)

March 31, 2020

4.

Accounting estimates and judgements (continued)

(a)

(b)

Key sources of estimation uncertainty (continued):

(iii)

(iv)

Valuation of financial instruments (continued):

Valuation techniques include net present value and discounted cashflow models,
comparison to similar instruments for which market observable prices exist and other
valuation models. Assumptions and inputs used in valuation techniques include risk free
and benchmark interest rates, credit spreads and other risk premia used in estimating
discount rates.

Considerable judgment is required in interpreting market data to arrive at estimates of fair
values for levels 2 and 3. Consequently, the estimates arrived at may be significantly
different from the actual price of the instrument in an arm’s length transaction.

The Bank recognises transfers between levels of the fair value hierarchy at the end of the
reporting period during which the change has occurred.

Residual value and expected useful life of property, plant and equipment and investment
properties:

The residual value and expected useful life of an asset are reviewed at least at each
financial year-end and, if expectations differ from previous estimates, the change is
accounted for. The useful life on an asset is defined in terms of the asset’s expected utility
to the Bank.

Critical accounting judgements in applying accounting policies:

(1)

(i)

(iii)

Classification of financial assets:

The assessment of the business model within which the assets are held and assessment of
whether the contractual terms of the financial asset are solely payments of principal and
interest (SPPI) on the principal amount outstanding requires management to make certain
judgements on its business operations.

Impairment of investment in equity securities:

Investments in equity securities are evaluated for impairment on the basis described in
accounting policy [note 40(b)].

For an investment in an equity security, a significant or prolonged decline in its fair value
below its cost is objective evidence of impairment. In this respect, the Bank regards a
decline in fair value in excess of 20 percent to be “significant” and a decline in a quoted
market price that persists for nine months or longer to be “prolonged”.

Deferred tax asset:

The recognition of a deferred tax asset requires management to make assumptions
concerning future taxable profits against which deferred tax assets can be recovered.
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JN BANK LIMITED

Notes to the Financial Statements (Continued)
March 31, 2020

4, Accounting estimates and judgements (continued)

(b)  Critical accounting judgements in applying accounting policies (continued):
(iii)) Deferred tax asset (continued):

It is reasonably probable, based on existing knowledge, that outcomes within the next
financial year that are different from these assumptions could require a material
adjustment to the carrying amount reflected in the financial statements.

5. Responsibilities of the appointed actuaries and external auditors

The actuaries have been appointed by management pursuant to the requirements of IAS 19. With
respect to preparation of financial statements, the actuaries are required to carry out an actuarial
valuation of management’s estimate of the Bank’s health and life liabilities and report thereon to the
members.

The valuation is made in accordance with accepted actuarial practice, as well as any other matter
specified in any directive made by regulatory authorities. The actuaries, in their verification of the
management information provided by the Bank and used in the valuation, also make use of the work
of the external auditors. The actuary’s reports outline the scope of their work and opinion. An actuarial
valuation is prepared annually.

The external auditors have been appointed by the shareholders pursuant to the Jamaican Companies
Act, to conduct an independent and objective audit of the financial statements of the Bank in
accordance with International Standards on Auditing, and report thereon to the shareholders. In
carrying out their audit, the auditors also make use of the work of the actuaries and their report on the
Bank’s post-employment and other obligations. The auditors’ report outlines the scope of their audit
and their opinion.

6. Cash and cash equivalents

2020 2019

$°000 $°000
Cash reserve with Bank of Jamaica [see (a)] 13,753,527 13,976,951
Cash and cash equivalents [see (b)] 13.039.048 8.816.225

26,792,575 22,793,176

(a) Statutory reserves, required by regulation to be held at Bank of Jamaica, comprise cash reserves
not available for use by the Bank and are determined by the percentage of average prescribed
liabilities stipulated by Bank of Jamaica.

At March 31, 2020, the required percentage of average prescribed liabilities was seven percent
(7%) (2019: 9%) for Jamaica dollars and fifteen percent (15%) (2019: 15%) for foreign currency
liabilities, respectively. On May 15, 2020 the cash reserves requirement was further reduced to
5% for Jamaica dollars of the average prescribed liabilities.
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JN BANK LIMITED

Notes to the Financial Statements (Continued)
March 31, 2020

6.

Cash and cash equivalents (continued)

(b)  Certain amounts included in cash and cash equivalents have been pledged and are accordingly
restricted, as follows:

(i)  $472,800,000 (2019: $360,900,000) to facilitate settlement of Multilink transactions;
(i)  $2,977,000 (2019: $2,945,000) with a commercial bank to cover a third party guarantee;
(iii)) $66,979,000 (2019: $62,510,000) for bid collateral; and

(iv) $6,683,645,000 (2019: $3,548,667,000) for repurchase agreements collateral.

(c) The Bank has a $145,000,000 (2019: $145,000,000) unsecured overdraft facility with a
commercial bank.

(d) Cash and cash equivalents include cash collected on behalf of related entities amounting to
$173,215,000 (2019: $214,328,000) (see note 20).

Securities purchased under resale agreements

2020 2019

$°000 $°000
Principal - 2,298,000
Interest receivable - 1,632
- 2,299.632

At March 31, 2020, securities obtained and held under resale agreements had a fair value of $Nil
(2019: $2,620,890,000).

Securities purchased under resale agreements, excluding interest receivable, are due from the
reporting date, as follows:

2020 2019
$°000 $°000
Within 3 months - 2,298,000
Investments
2020 2019
$°000 $°000
Amortised cost
Corporate bonds 1,500 1,500
Certificates of deposit 4,683,830 7,348,540

Sub-total carried forward 4,685,330 7,350,040
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8. Investments (continued)

Sub-total carried forward

Fair value through other comprehensive
income
Corporate bonds
Government of Jamaica securities
Treasury bills
Quoted equities
Promissory note
Unquoted equities [see (i) below]

Sub-total
Interest receivable

Less ECL
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2020 2019

$°000 $°000
4,685,330 7,350,040
11,147,591 9,187,499
16,626,019 24,240,846
13,687,478 8,651,201
219,430 145,586
52,561 50,000
19.614 29,353
41,752,693  42,304.485
46,438,023 49,654,525
437,789 520,706
46,875,812 50,175,231
( 3.128) ( 19,080)
46,872,684 50,156,151

(i)  The Bank holds 29,273 units of shares in Automated Payments Limited, an automated clearing
house operator. These shares are classified as fair value through other comprehensive income.

(ii)) Investments, excluding interest receivable, are due from the reporting date, as follows:

No specific maturity
Within 3 months

3 months to 1 year

1 year to 5 years

5 years and over

9. Related party balances and transactions

(a) Identity of related parties:

2020 2019

$°000 $°000
239,044 174,939
12,607,444 8,789,966
7,279,193 5,648,321
8,698,960 12,002,948
17,613,382 23,038,351
46,438,023 49,654,525

The Bank has a related party relationship with its parent, ultimate parent, fellow subsidiaries,
associate, pension scheme, directors, companies owned by directors, and other key management

personnel and JN Foundation.
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9. Related party balances and transactions (continued)

(b) Balances with related entities:

2020 2019
$°000 $°000
(i)  Due from related entities:
Due from parent (1) 547,094 547,094
Due from other related entities 615,403 369,611
1,162,497 916,705

(1)  This represents a $547,094,000 secured debenture note issued by the parent as
consideration for the transfer of the Bank’s shares held in JN Cayman Limited . It
bears interest at a fixed rate of 6% per annum, payable quarterly. The note becomes
due at March 31, 2021.

(c)  The statement of financial position includes balances arising in the ordinary course of business,
with related parties as follows:

2020 2019
$°000 $°000
Cash and cash equivalents
Other related entities 43,323 105,897
Other assets
Other related entities 14,265 84,968
Loans
Directors 8,933 3,555
Other key management personnel 82,529 66,207
Other related entities 345,000 -
Customer deposits
Directors ( 30,326) ( 61,892)
Other key management personnel ( 18,422) ( 24,709)
Ultimate parent company ( 157,013) ( 30,614)
Parent company ( 117,058) ( 100,709)
Other related entities (3,767,847) (2,470,974)
Securities sold under repurchase agreements
Other related entities (3,031,515) ( 195,020)
Other payables

Other related entities 406,742) (_230,797)
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9. Related party balances and transactions (continued)

(d) The profit before taxation includes income earned from, and expenses incurred in, transactions
with related parties in the ordinary course of business as follows:

2020 2019
$°000 $°000
Related entities:
Interest income ( 80,521) ( 62,472)
Management fees ( 762,439) (895,837)
Other income ( 172,940) (175,881)
Maintenance expenses 30,886 23,397
Management fees 844,528 465,663 *
Computer related expenses 436,899 263,520
Commission 260,538 280,306
Service expense 915,455 571,981*
Insurance 103,914 128,089
Interest expense 71,670 44,905
Marketing 124,490 267,073
Other related parties:
Contribution to pension scheme 133,777 120,197
Contribution to Foundation 30,107 27,570

* Service expense previously included as management fees has been reclassified and disclosed
separately.

(e) Compensation paid to key management personnel (directors and senior executives), included in
staff costs (note 33), is as follows:

2020 2019

$°000 $°000
Short-term benefits 153,767 132,865
Post-employment benefits 4,680 4,140
158,447 137,005

10. Interest in associate

Interest in associate held by the Bank represents a 20% shareholding in JN Money Services (Cayman)
Limited. The nature of business is money transfer service, including remittance and bill payments.
The Bank’s share of interest in associate has been recorded in these financial statements using the
equity method [see note 40(n)].

JN Money Services
(Cayman) Limited
2020 2019
$'000 $'000
Percentage ownership interest 20% 20%
Non-current assets 500,067 547,595
Current assets 714,617 735,663
Current liabilities (391.802) (523.760)

Net assets (100%) 822,882 759.498
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10. Interest in associate (continued)

JN Money Services
(Cayman) Limited

2020 2019

$'000 $'000
Percentage ownership interest 20% 20%
Group’s share of net assets (20%) 164,576 151,900
Foreign currency adjustment 10,576 9.193
Carrying amount of interest in associate 175,152 161,093
Revenue 939,538 895,435
Expenses (735.169)  (__694.920)
Profit, being (100%) 204,369 200,515
Bank’s share of profit in associate
Profit, being (20%) 40,874 40,103
Dividends received by Bank 39,001 60,303

11. Loans, after allowance for impairment losses
2020 2019
$°000 $°000
Mortgage loans — principal [see (a)] 74,027,798 69,517,577
Term loans 1,507,053 1,471,783
Other loans [see (b)] 26,864,369 18,132,226
102,399,220 89,121,586

Accrued interest 549,784 456,299

102,949,004 89,577,885

(@) Included in mortgage loans are balances due from directors and companies controlled by
directors amounting to $8,927,000 (2019: $15,094,000) and interest due on these loans of $6,000
(2019: $23,000).

(b) In prior year the Bank entered into a Non-Recourse Participation Agreement with JN Small
Business Loans Limited to purchase an interest in a portfolio of loans for the sum of six hundred
million, six hundred and thirty nine thousand dollars ($600,639,000). The fair value of the
portfolio at acquisition was $ 614,711,000. The balance of the portfolio of loans as at March
31,2020 was $206,786,000 inclusive of interest.

The Bank’s mortgage loan agreements include the right to call mortgages at any time with six months’
notice, except for new loans, which cannot be called until six months after the issue date.
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11.

Loans, after allowances for impairment losses (continued)

Loans, less allowance for losses, excluding interest receivable, are due from the reporting date, as
follows:

2020 2019

$°000 $°000
Within 3 months 2,347,414 1,004,239
3 months to 1 year 2,852,856 2,522,796
1 year to 5 years 15,172,781 12,942,931
5 years and over 82,026,169 72,651,620

102,399,220 89,121,586

The Bank’s loan portfolio, less allowance for losses, is concentrated as follows:

Number of
accounts Value
2020 2019 2020 2019
$°000 $°000
Professional and other services 411 418 608,034 981,805
Individuals 57,498 47,363 88,681,803 78,479,746
Corporations 391 431 13,659,167 10,116,334

58,300 48,212 102,949,004 89,577,885

Loans and advances on which interest is no longer accrued [see note 40(q)] amounted to
$11,089,242,000 (2019: $10,738,187,000). This represents 10.75% (2019: 11.93%) of the gross loan
portfolio. These loans are included in the financial statements, net of allowance for losses.

Impairment losses on loans are as follows:

2020 2019
$°000 $°000
At beginning of the year 898,804 975,698
IFRS 9 transition - 122,544
Increase in allowance made
during the year [note 34(b)(v)] 448,544 163,285
Write-offs during the year [note 34(b)(v)] (__53.367) (362,723)
At end of the year [note 34(b)(v)] 1,293,981 898,804

Allowance for loan losses made in accordance with the requirements of IFRS is as follows:

2020 2019
$°000 $°000
Allowance for expected credit losses based on IFRS 1,293,981 898,804
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11.

12.

13.

Loans, after allowances for impairment losses (continued)
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Provisions made in accordance with Bank of Jamaica and other provisioning requirements are as

follows:

Specific provision
General provision

The total provision is broken down as follows:

Provision as per [IFRS
Additional provision based on Bank
of Jamaica and other provisioning
requirements [note 27(b)]

Other assets

Other receivables
Inventories

Assets held for sale

Foreclosed properties
Less impairment losses (see note below)

Movement on impairment losses is as follows:

At beginning of year
Increase in allowance
Write-off

At end of year

2020
$°000

1,675,334
630,630

2,305,964

2020
$°000

1,293,981

1,011,983
2,305,964

2020
$°000

674,008
9.683

683,691

2020
$°000

684,713
(478.930)

205,783

2020
$°000

515,802
6,395
((43.267)

478,930

2019
$°000

1,505,840
519,079

2,024,919

2019
$°000

898,804

1,126,115
2,024 919

2019
$°000

640,984
19,707

660,691

2019
$°000

920,362
(515.802)

404,560

2019
$°000

474,847
40,955

515,802
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13.

14.

Assets held for sale (continued)

The Bank acquired real properties through foreclosure on collateral held as securities against loans.
Foreclosed properties should be disposed of within 3 years of acquisition, in accordance with Section
53(1) of the Banking Services Act, 2014 [see note 40(h)].

Investment properties

$°000
At cost:
March 31, 2018 232,414
Transfers from property, plant and equipment (note 15) 6,720
March 31, 2019 and 2020 239.134
Depreciation:
March 31, 2018 51,806
Charge for the year 5,017
March 31, 2019 56,823
Charge for the year 5.836
March 31, 2020 62.659
Carrying values:
March 31, 2020 176.475
March 31, 2019 182,311
March 31, 2018 180,608
Included in investment properties is the cost of land at $5,736,000 (2019: $5,736,000).
2020 2019
$°000 $°000
Fair value of investment properties 687,596 535,912
Income earned from the properties 18,698 42,958
Expenses incurred by the properties 18,960 42,516

Measurement of fair value:

The fair value of investment properties is categorised as level 3 in the fair value hierarchy. The
following table shows the valuation technique used in measuring the fair value as well as the
significant unobservable inputs used.
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14. Investment properties (continued)

Measurement of fair value (continued):

Inter-relationship  between
key inputs and fair value
measurement

Significant unobservable

Valuation technique inputs

growth rate, and current
rental rates. The estimated
net cash flows are
discounted using current
yields. Among other
factors, the yield estimation
considers the quality of a
building and its location,
tenants’ credit quality and
lease terms.

Income approach: The e Expected market rental | The estimated fair value would
valuation model examines growth yields increase/(decrease) if:

the price an investor would

be prepared to pay for the e Rental rates e Expected market rental
right to receive a certain growth were
income stream. higher/(lower);

The model considers the

present value of net cash The occupancy rates were
flows to be generated from higher/(lower);

the property, taking into

account expected rental Rent-free  periods  were

shorter/(longer); or

Yields were lower/(higher)
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15. Property, plant and equipment

Cost:

March 31, 2018

Additions

Disposals

Transfer to investment
properties (note 14)

Transfers

Write-off

March 31, 2019

Additions

Disposals

Transfer to intangible
asset (note 16)

Transfers

Reclassification

March 31, 2020

Depreciation:

March 31, 2018
Charge for the year
Eliminated on disposals

March 31, 2019
Charge for the year
Eliminated on disposals

March 31, 2020

Net book values:

March 31, 2020
March 31, 2019
March 31, 2018
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Freechold  Leasehold Computers
land and land and and office Motor Work-in-
buildings  buildings equipment  vehicles progress Total
$°000 $°000 $°000 $°000 $°000 $°000
2,796,199 247,184 2,911,067 705,356 46,135 6,705,941
3,593 - 125,838 59,281 182,300 371,012
- - ( 481) (118,860) - ( 119,341)
( 6,720) - - - - ( 6,720)
14,516 - 2,013 - ( 16,529) -
- - ( 6.174) - ((17.077) (__23.251)
2,807,588 247,184 3,032,263 645,777 194,829 6,927,641
- - 433,129 58,837 853,577 1,345,543
( 101,484) - ( 5,302)  (148,797) - ( 255,583)
- - - - ( 81,101) ( 81,101)
- 988 - - ( 988) -
- - - - (099.475) (__99.475)
2,706,104 248.172 3,460,090 555,817 866,842 7.837.025
479,650 195,828 2,109,672 489,724 - 3,274,874
59,556 12,875 183,046 91,315 - 346,792
- - ( 466) (111,017) - (_111.483)
539,206 208,703 2,292,252 470,022 - 3,510,183
73,543 8,933 188,218 73,729 - 344,423
(__10,571) - ( 3.986) (139.920) - (_154.477)
602,178 217,636 2.476.484 403,831 - 3,700,129
2,103,926 30,536 983,606 151,986 866,842 4,136,896
2,268,382 38,481 740,011 175,755 194,829 3,417,458
2,316,549 51,356 801,395 215,632 46,135 3,431,067

Included in freehold land and buildings is the cost of land at $103,793,000 (2019: $103,793,000).
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16. Intangible assets

Cost:
March 31, 2018
Additions

March 31, 2019
Additions

Transfer from property, plant and equipment (note 15)

March 31, 2020

Amortisation:
March 31, 2018
Charge for the year

March 31, 2019
Charge for the year

March 31, 2020

Net book values:
March 31, 2020

March 31, 2019
March 31, 2018

17. Deferred tax asset

Property, plant and equipment

Employee benefits obligation

Other payables

Contractual savings reserve

FVOCI investment securities

Expected credit loss on investment
securities at FVOCI

Impairment losses on loans

Right-of-use-assets

Lease liabilities

Unrealised foreign exchange gains

Net deferred tax asset

Assets

Liabilities
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Software
$°000

850,877
82,685

933,562
134,723
81101

1,149,386

687,914
102,720

790,634
148,827

939.461

209,925
142,928
162,963

Net

2020 2019

2020 2019

2020 2019

$°000 $°000

216,126 78,210
400,932 508,136
41,750 33,068

760,791 -

7,015

126,060 243,193

150,584 -

$°000 $°000

( 4-,267)

( 1,697) -

(145,935)

(_68.007)

( 4,267) (
( 75,734)

(L65,502) (

$°000 $°000

216,126 78,210
400,932 508,136
41,750 33,068
4267) (4267
760,791 ( 75,734)

(1,607 7015
126,060 243,193
( 145935) -
150,584 -
68.007) (_65.502)

1,696,243 869,622

(219.906)

(145,503) 1,476,337 724,119
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17.

Deferred tax asset (continued)

Movement in net temporary differences during the year are as follows:

Property, plant and equipment

Employee benefits obligation

Other payables

Contractual savings reserve

FVOCI investment securities

Expected credit loss on investment
securities at FVOCI

Impairment losses on loans

Right-of-use-assets

Lease liabilities

Unrealised foreign exchange gains

Property, plant and equipment
Employee benefits obligation
Other payables

Contractual savings reserve
FVOCI investment securities
Impairment losses on loans

Investment securities at amortised cost

Unrealised foreign exchange gains
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Movement in temporary differences during the year:

Net deferred tax asset at beginning of year
Recognised in other comprehensive income:
Deferred tax adjustment on FVOCI investment securities

Employee benefits obligation

ECL on loans recognised in equity at transition
Recognised in statement of profit or loss

[note 32(a)(ii)]

Net deferred tax asset at end of year

2020
Recognised
in other
Balances at Recognised comprehensive  Balances at
April 1, 2019 in profit income March 31, 2020
$°000 $°000 $°000 $°000
78,210 137,916 - 216,126
508,136 67,326 (174,530) 400,932
33,068 8,682 - 41,750
( 4,267) - - ( 4,267)
( 75,734) - 836,525 760,791
7,015 3,771 ( 12,483) ( 1,697
243,193 (117,133) - 126,060
- (145,935) - ( 145,935)
- 150,584 - 150,584
(_65.502) (__2,505) - (__68.007)
724,119 102,706 649,512 1,476,337
2019
Recognised
in other
Balances at Recognised  comprehensive Recognised Balances at
April 1,2018  in profit income in equity March 31,2019
$°000 $°000 $°000 $°000 $°000
151,846 ( 73,636) - - 78,210
416,099 52,605 39,432 - 508,136
29,715 3,353 - - 33,068
( 4,267) - - - ( 4,267)
(136,882) 6,853 54,295 - ( 75,734)
( 65,419) 267,764 - 40,848 243,193
- ( 445) - 7,460 7,015
(160,842) 95.340 - - (065,502)
230,250 351,834 93,727 48,308 724,119
2020 2019
$°000 $°000
724,119 230,250
824,042 54,295
( 174,530) 39,432
- 48,308
102,706 351.834
1,476,337 724,119
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18.

19.

Customer deposits
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2020 2019
$°000 $°000
Deposits 138,455,200 127,107,276
Accrued interest 279.127 353,247
138,734,327 127,460,523
Customer deposits are due from the reporting date as follows:
2020 2019
$°000 $°000
Within 3 months 121,008,340 113,997,044
From 3 months to 1 year 15,903,694 12,386,483
Over 1 year 1,822,293 1,076,996
138,734,327 127,460,523
The Bank’s customer deposits portfolio is concentrated as follows:
Number of accounts Value
2020 2019 2020 2019
$°000 $°000
Public authorities 653 791 864,982 942,468
Financial institutions 241 236 8,719,785 6,685,337
Commercial and business 7,597 6,819 10,584,716 9,495,558
Individuals 919.440 851,428 118,564,844 110,337,160
927,931 859,274 138,734,327 127.460,523
Securities sold under repurchase agreements
2020 2019
$°000 $°000
Principal 6,007,766 3,303,099
Interest payable 12,942 14,739
6,020,708 3,317,838

Se