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"The accompanying notes form an integral part of these financial statements".
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GUYANA BANK FOR TRADE AND
INDUSTRY LIMITED AND SUBSIDIARY
(Subsidiary of Secure International Finance
Company Incorporated)

NOTES TO THE FINANCIAL
STATEMENTS
1. IncorporatIon and actIvItIes
The Bank was incorporated on the 27 November 1987 in Guyana as a limited liability company
under the Companies Act, Chapter 89:01 and continued under the Companies Act 1991 and is
licensed as bankers under the Financial Institutions Act 1995.
On 30 November, 1987 the Government of Guyana acquired the assets and liabilities of the
Guyana banking operations of Barclays Bank PLC and vested these assets and liabilities on 1
December 1987 in the Guyana Bank for Trade and Industry Limited.
On 1 January 1990 the Guyana Bank for Trade and Industry Limited merged with Republic Bank
(Guyana) Limited taking over their assets and liabilities at the net values at that date.
On 15 December 1995 a rights issue of 1 share for every share held was made at G$30.00 each.
All shares were taken up increasing the issued capital to $800 million. Secure International
Finance Company Incorporated owns 61% of the Bank’s shares. Secure International Finance
Company Incorporated is a wholly owned subsidiary of Edward Beharry & Company Limited.
Both companies are incorporated in Guyana.

2. new and revIsed standards and InterpretatIons
Amendments effective for the current year end
Effective for annual
periods beginning
on or after

New and Amended Standards
IFRS 14 Regulatory Deferral Accounts
IFRS 11 Joint Arrangements
IAS 16 & IAS 38 Clarification of Acceptable Methods of
Depreciation And Amortization
IAS 16 & IAS 41 Agriculture: Bearer Plants
IAS 27 Separate Financial Statements
IFRS 10 & IAS 28 Sale or Contribution of Assets Between
Investor and Associate or Joint Venture
Disclosure Initiative Amendments to IAS 1
IFRS 10, IFRS 12 & IAS 28 Applying Consolidation Exceptions
Annual Improvements 20122014 Cycle
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1 January 2016
1 January 2016
1 January 2016
1 January 2016
1 January 2016
1 January 2016
1 January 2016
1 January 2016
1 July 2016

▶

GUYANA BANK FOR TRADE AND
INDUSTRY LIMITED AND SUBSIDIARY
(Subsidiary of Secure International Finance
Company Incorporated)

NOTES TO THE FINANCIAL
STATEMENTS
2. new and revIsed standards and InterpretatIons cont'd
Pronouncements effective in future period for early adoption

New and Amended Standards
IAS 12 Income taxes
IFRS 7 Financial Instruments: Disclosures
IFRS 2 Share based Payment: Classification and measurement
of share based transactions
IFRS 4 Insurance contracts: Applying IFRS 9 ‘’Financial
Instrument’’ with ‘’IFRS 4
‘’Insurance Contracts’’
IFRS 9 Financial Instruments: Classification and Measurement
IFRS 9 Additions for Financial Liability Accounting
IFRS 15 Revenue from Contracts with Customers
IFRS 16 Leases

Effective for annual
periods beginning
on or after
1 January 2017
1 January 2017
1 January 2018
1 January 2018
1 January 2018
1 January 2018
1 January 2018
1 January 2019

the Bank has not opted for early adoptIon.
The standards and amendments that are expected to have a material impact on the Bank’s
accounting policies when adopted are explained below.
IAS 12: Income Taxes
The amendments to IAS 12: Income Tax is to be applied retrospectively and are effective from
1 January 2017 with earlier application permitted. The amendments were issued to clarify
recognition of deferred tax assets for unrealized losses related to debt instruments measured
at fair value in the financial statements but at cost for tax purposes can give rise to deductible
temporary differences.
The amendments also clarify that:
• The carrying amount of an asset does not limit the estimation of probably future profits; and
that;
• when comparing deductible temporary differences with future taxable profits, the
futuretaxable profits excludes tax deductions resulting from the reversal of those deductible
temporary differences;
The directors have not yet performed a detailed analysis of the impact of the application of the
amendments and hence have not yet quantified the extent of the impact. ▶
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GUYANA BANK FOR TRADE AND
INDUSTRY LIMITED AND SUBSIDIARY
(Subsidiary of Secure International Finance
Company Incorporated)

NOTES TO THE FINANCIAL
STATEMENTS
2. new and revIsed standards and InterpretatIons cont'd
Ifrs 9 fInancIal Instrument
IFRS 9 is effective for annual periods beginning on or after 1 January 2018 with earlier application
permitted. Early adoption must apply all of the requirements in IFRS 9 at the same time, except
for those relating to:
1. the presentation of fair value gains and losses attributable to changes in the credit risk of
financial liabilities designated as at FVTPL, the requirements for which an entity may early
apply without applying the other requirements in IFRS 9; and
2. hedge accounting, for which an entity may choose to continue to apply the hedge accounting
requirements of IAS 39 instead of the requirements of IFRS 9.
The standard contains specific transitional provisions for:
i) classification and measurement of financial assets;
ii) impairment of financial assets; and
iii) hedge accounting.
The directors have not yet performed a detailed analysis of the impact of the application of the
amendments and hence have not yet quantified the extent of the impact.
Ifrs 15: revenue from contracts wIth customers
This standard provides a single, principles based five step model to be applied to all contracts with
customers as follows:
•
•
•
•
•

Identify the contract with the customer
Identify the performance obligations in the contract
Determine the transaction price
Allocate the transaction price to the performance obligations in the contracts
Recognize revenue when (or as) the entity satisfies a performance obligation.

New and revised interpretation

Effective for annual
periods beginning
on or after

Available for early adoption
IFRIC 22 Foreign Currency Transactions
and Advance Consideration
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GUYANA BANK FOR TRADE AND
INDUSTRY LIMITED AND SUBSIDIARY
(Subsidiary of Secure International Finance
Company Incorporated)

NOTES TO THE FINANCIAL
STATEMENTS
3.1

summary of sIgnIfIcant accountIng polIcIes

(a) accountIng conventIon
The financial statements have been prepared under the historical cost convention, as modified
for the revaluation of “available for sale” investments, property and equipment, and conform
with International Financial Reporting Standards. The principal accounting policies are set out
below.
(b) Interest Income
Interest income for all interest bearing financial instruments except for those classified as available
for sale or designated at fair value through profit or loss is recognized in the income statement on
an accrual basis using the effective interest yield method.
The effective interest yield is the rate that exactly discounts estimated future cash receipts or
payments through the expected life of the financial instrument or where appropriate, a shorter
period, to the net carrying amount of the financial asset or financial liability.
Interest income on ‘available for sale’ investments is accrued applying the nominal interest rate.
(b) non Interest Income
Interest income is not recognized on non accrual loans.
The Bank earns fee income from a diverse range of services provided to its customers.
Income earned from the provision of services is recognized as revenue as the services are
provided.
Fees and commissions are recognized as earned. Examples of these types of accounts are:
•
•
•
•
•
•

ATM - transaction charge for use of ATM service
Commitment Fees - negotiation, application fees for new loan accounts
Drafts and Transfers - cost of drafts, telegraphic transfer
Ledger Fees - charge for new cheque books
Safe Custody - annual rental of safe deposit boxes
Telephone Banking - transaction cost

rental Income
Income from rental of property to Guyana Americas Merchant Bank Inc. and N.A.L.I.C.O/
N.A.F.I.C.O are recognized on an accrual basis. ▶
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GUYANA BANK FOR TRADE AND
INDUSTRY LIMITED AND SUBSIDIARY
(Subsidiary of Secure International Finance
Company Incorporated)

NOTES TO THE FINANCIAL
STATEMENTS
3.1

summary of sIgnIfIcant accountIng polIcIes cont'd

(c)

loans and advances
It is the Bank’s policy to provide for impaired loans on a consistent basis in accordance with
the Financial Institutions Act (FIA) 1995 and established International Accounting Standards
and practices.
Loans and advances to customers include loans and advances originated by the Bank and are
classified as Financial Assets at amortised cost.
Loans and advances are recognized when cash is advanced to borrowers and are derecognized
when borrowers repay their obligations or when written off.
The aggregate provisions, which are made during the year, (less recoveries for amounts
previously written off) are charged against operating profit.
Upon classification of a loan to a non accrual status, interest is not taken up in income on an
accrual basis. In subsequent periods, interest is only recognised to the extent payments are
received.

(d)

loan ImpaIrment
Losses for impaired loans are recognized promptly when there is objective evidence that
impairment of a loan or portfolio of loans has occurred.
Impairment losses are calculated on individual loans and on loans assessed collectively.
Throughout the year, the Bank assesses on a case by case basis whether there is any objective
evidence that a loan is impaired. The following factors are considered in so doing,
•
•
•
•
•
•
•

the Bank’s aggregate exposure to the customer;
the viability of the customer’s business model and its capability to trade
successfully out of financial difficulties and generate sufficient cash
flow to service its debt obligations;
the amount and timing of expected receipts and recoveries;
the slow legal process as it relates to the registration and realization of security;
the realizable value of security (or other credit mitigants) and likelihood
of successful repossessions;
the likely deduction of any cost involved in recovery of amounts outstanding;
national or local economic conditions that correlate with defaults on the assets of the Bank
(eg an increase in the unemployment rate in the geographyical area of the borrowers,
a decrease in property prices for mortgages in the relevant area, or adverse changes in
industry conditions that affect the borrowers in the Bank.) ▶
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GUYANA BANK FOR TRADE AND
INDUSTRY LIMITED AND SUBSIDIARY
(Subsidiary of Secure International Finance
Company Incorporated)

NOTES TO THE FINANCIAL
STATEMENTS
3.1

summary of sIgnIfIcant accountIng polIcIes cont'd

(d)

loan ImpaIrment cont’d
The Bank’s policy requires a review of the level of impairment allowances on individual facilities
at least half yearly. This normally includes a review of collateral held (including reconfirmation
of its enforceability) and an assessment of actual and anticipated receipts.
This approach is generally applied to the following types of portfolios:
• Personal Loan Financing: Quality Lifestyle Loans: low income mortgage loans, residential
mortgage loans, automobile, consumer care, personal and Single Parent loans.
• Business financing: Commercial Loan Plan: corporate, manufacturing, agriculture, rice
farming and trading & services loans.
collateral
It is the Bank’s policy that all facilities are fully and tangibly secured. However, under the current
Quality Lifestyle Loan Plan some loans such as the Consumer Care, Personal and Automobile
Loans are issued against Bills of Sale over moveable assets, which are not considered as
tangible collateral, hence these facilities can be considered as unsecured. In exceptional cases,
depending on the customer’s credit history, size and type of product and duration of credit,
facilities may also be unsecured.
classIfIcatIon
The Bank follows the prescriptions of the Financial Institutions Act 1995 and classifies loans
and overdrafts into the following categories:
Grade 1: represents commercial loans and overdrafts demonstrating financial condition, risk
factors and capacity to repay that are good to excellent; Quality Lifestyle loans with low to
moderate loan to value ratios; and generally reflect accounts which are not impaired and
are up to date in repayments or operating within approved limits as per the Bank’s policy
guidelines.
Grade 2: represents satisfactory risk and includes credit facilities which require closer
monitoring or which operate outside product guidelines, or which require various degrees of
special attention, where the collateral is not fully in place; where current market conditions
are affecting a sector or industry; and that are progressively between 30 and 90 days past
due.▶
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GUYANA BANK FOR TRADE AND
INDUSTRY LIMITED AND SUBSIDIARY
(Subsidiary of Secure International Finance
Company Incorporated)

NOTES TO THE FINANCIAL
STATEMENTS
3.1

summary of sIgnIfIcant accountIng polIcIes cont'd

(d)

loan ImpaIrment cont’d
classIfIcatIon cont'd
Grade 3: represents overdrafts with approved limits which have been exceeded between 90
and 180 days for reasons such as shortfall in the borrower’s cash flow and are being monitored,
or which are between 9 and 179 days expired.
Grade 3 also represents loans for which principal and interest is due and unpaid between 90
and 179 days or, where interest charges for three to five months have been capitalized for
reasons such as primary source of repayment has become insufficient, and where appropriate,
mortgages in arrears by greater than 90 days where the value of the collateral is sufficient to
repay both principal and interest in the event the account is identified for recovery action.
Grade 4: represents loans and advances accounts which are considered uncollectible or for
which the collection of the full debt is improbable; accounts which have shown little or no
improvement over the twelve months period prior to its present classification; principal or
interest is due and unpaid for twelve months or more; or an account which may have some
recovery value but it is not considered practical nor desirable to defer writeoff, for example,
where litigation becomes protracted.
The Financial Institutions Act 1995 requires that a Financial Institution shall report in its monthly
statement of assets and liabilities, the outstanding balance of its loan portfolio considered to
be past due and those considered to be non performing.
The Act further states that the principal balance (and not the amount of delinquent payments)
shall be used in calculating the aggregate amount of past due or non performing accounts.
past due
A loan is classified as past due when:
(i)

Principal or interest is due and unpaid for one month to less than three months or

(ii)

Interest charges for one to two months have been capitalized, refinanced or rolled
over ▶

Annual Report 2016

54

GUYANA BANK FOR TRADE AND
INDUSTRY LIMITED AND SUBSIDIARY
(Subsidiary of Secure International Finance
Company Incorporated)

NOTES TO THE FINANCIAL
STATEMENTS
3.1

summary of sIgnIfIcant accountIng polIcIes cont'd

(d)

loan ImpaIrment cont’d
classIfIcatIon cont’d
past due cont’d
An overdraft is classified as past due when
(i)
(ii)
(iii)

The approved limit has been exceeded for one month to less than three months.
The interest charges for one month to two months have not been covered by
deposits.
The account had turnovers which did not conform to the business Cycle.

non performIng loans
For individually assessed accounts, loans are required to be designated as non performing
as soon as there is objective evidence that an impairment loss has been incurred. Objective
evidence of impairment includes observable data such as when contractual payments of
principal or interest are 90 days overdue. Portfolios of loans are designated as non performing
if facilities are 90 days or more overdue.
Loan Accounts reported as past due are reclassified and reported as non performing when:
Loans
(i)
(ii)

Principal or interest is due and unpaid for three months or more, or
Interest charges for three months or more have been capitalized, refinanced or
rolled over.

Overdrafts
(i)
(ii)
(iii)

The approved limit has been exceeded for three months or more into a term loan
after three months or more.
Interest charges for three months or more have not been covered by deposits.
The account has developed a hardcore which was not converted. ▶
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GUYANA BANK FOR TRADE AND
INDUSTRY LIMITED AND SUBSIDIARY
(Subsidiary of Secure International Finance
Company Incorporated)

NOTES TO THE FINANCIAL
STATEMENTS
3.1

summary of sIgnIfIcant accountIng polIcIes cont'd

(d)

loan ImpaIrment cont’d
loan losses
The Financial Institutions Act 1995 prescribes that a loan be classified as loss where one or
more of the following conditions apply:
(i)
(ii)
(iii)

An account is considered uncollectible.
An account classified as doubtful with little or no improvement over the twelve
month period.
The unsecured portion of a loan with fixed repayment dates when:
1. Principal or interest is due and unpaid for twelve months or more, or
2. Interest charges for twelve months or more have been capitalized,
refinanced or rolled over

(iv)

The unsecured portion of an overdraft when
1. The approved limit has been exceeded for six months or more, or
2. Interest charges for six months or more have not been covered by deposits, or
3. The account has developed a hard core which was not converted into a term loan
after 12 months or more.

Loans and advances under this category include accounts which are considered uncollectible or
for which the collection of the debt is highly improbable; accounts which have shown little or no
improvement over the twelve months period prior to its present classification; principal or interest is
due and unpaid for twelve months or more; or an account which may have some recovery value but
it is not considered practical nor desirable to defer writeoff, for example, where litigation becomes
protracted.
The Bank follows the prescriptions of the Financial Institutions Act 1995 and writes off such a loan
three months after being so classified unless it shows a definite and significant improvement which
indicates recovery within the next six months.
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GUYANA BANK FOR TRADE AND
INDUSTRY LIMITED AND SUBSIDIARY
(Subsidiary of Secure International Finance
Company Incorporated)

NOTES TO THE FINANCIAL
STATEMENTS
3.1

summary of sIgnIfIcant accountIng polIcIes cont'd

(d)

loan ImpaIrment cont’d
provIsIonIng
Provisioning for each classification categories is made based on the following minimum level:
classIfIcatIon
grade 1
grade 2
GRAdE 3
past due
non performIng

level of provIsIon
0%
0%
0 – 20%
20%
100%

A general provision of 1% of the portion of the loan portfolio not individually assessed is also
made.
renegotIated loans
The Bank’s policy in relation to renegotiated loans is in accordance with the Financial
Institutions Act (FIA) of 1995 Supervision Guideline No. 5, paragraph No. 14.
This Act states that a renegotiated facility may be a facility which has been refinanced,
rescheduled, hived off, rolled over, or otherwise modified because of weaknesses in
the borrower’s financial position or the nonservicing of the debt as arranged, where it has
been determined by the Bank that the terms of the renegotiated loan are such as to remedy
the specific difficulties faced by the borrower.
A credit facility may also be renegotiated upon the request by the client, followed by a
subsequent analysis and approval by the Bank’s approving committee; which may be due to
the occurrence of one or both of the following conditions:
• The merging of total liabilities into one credit facility.
• The refinancing of a loan to facilitate the accessing of additional financing. ▶
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GUYANA BANK FOR TRADE AND
INDUSTRY LIMITED AND SUBSIDIARY
(Subsidiary of Secure International Finance
Company Incorporated)

NOTES TO THE FINANCIAL
STATEMENTS
3.1

summary of sIgnIfIcant accountIng polIcIes cont'd

(d)

loan ImpaIrment cont’d
renegotIated loans cont’d
Renegotiated credit facilities are permitted subjected to the following conditions:
• The existing financial position of the borrower can service the debt under the new
conditions.
• An account classified as doubtful or loss shall not be renegotiated unless an upfront cash
payment is made to cover, at the least, unpaid interest or there is an improvement in the
collateral taken which will make the renegotiated account, including unpaid interest, a
well secured account.
• A commercial facility shall not be renegotiated more than twice over the life of the original
facility and mortgage or personal loans not more than twice in a five year period.
A renegotiated facility shall not be reclassified upward for a minimum of one year following
the new arrangements.
Renegotiating of selected credit facilities can be facilitated upon approval granted by the
Bank of Guyana/Ministry of Finance on the occurrence of natural disasters or exceptional
circumstances.
ImpaIrment losses
Impairment losses are calculated by discounting the expected future cash flows of a loan at
its original effective interest rate and comparing the resultant present value with the
loan’s current carrying value.
The General Banking Risk Reserve Account is computed in accordance with the Financial
Institutions Act. It carries the excess in the provisioning arrived at by the application of the
requirements of the Financial Institutions Act over the impairment computed in accordance
with the International Financial Reporting Standards.
The carrying amount of impaired loans on the financial statement is reduced through the
use of a provisioning account in accordance with the Financial Institutions Act.
Any loss is charged to the statement of income. ▶
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GUYANA BANK FOR TRADE AND
INDUSTRY LIMITED AND SUBSIDIARY
(Subsidiary of Secure International Finance
Company Incorporated)

NOTES TO THE FINANCIAL
STATEMENTS
3.1

summary of sIgnIfIcant accountIng polIcIes cont'd

(d)

loan ImpaIrment cont’d
renegotIated loans cont’d
assets acquIred In exchange for loans
Non financial assets acquired in exchange for loans in order to achieve an orderly
realization are recorded as “Assets Held for Sale”. No depreciation is provided in respect
of such assets.

(e)

FOREIGN CuRRENCIES
Transactions in currencies other than Guyana dollars are recorded at the official or cambio
rates of exchange prevailing on the dates of the transaction.
At each reporting date, monetary assets and liabilities that are denominated in foreign
currencies are retranslated at the official or Cambio rates prevailing on that date.
Nonmonetary assets and liabilities carried at fair value that are denominated in foreign
currencies are translated at rates prevailing at the date when the fair value was determined.
Gains and losses arising on retranslation are included in the profit or loss and other
comprehensive income for the period, except for exchange differences arising on
non monetary assets and liabilities where the changes in fair value are recognized directly
in equity.

(f)

PROPERTy, EquIPmENT ANd dEPRECIATION
Freehold land and buildings held for use in the supply of services or for administrative
purposes are stated in the financial statement at their revalued amounts.
Revalued amounts are taken as the fair value at the date of revaluation less any subsequent
accumulated impairment losses and any subsequent accumulated depreciation.
Any revaluation increase arising on the revaluation of such land, buildings and equipment
is credited to revaluation reserve.
Depreciation on revalued buildings and equipment is charged to profit or loss. ▶
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GUYANA BANK FOR TRADE AND
INDUSTRY LIMITED AND SUBSIDIARY
(Subsidiary of Secure International Finance
Company Incorporated)

NOTES TO THE FINANCIAL
STATEMENTS
3.1

summary of sIgnIfIcant accountIng polIcIes cont'd

(f)

PROPERTy, EquIPmENT ANd dEPRECIATION CONT’d
Depreciation of property and equipment is calculated on the straight line method at
rates sufficient to write off the cost or valuation of these assets to their residual values over
their estimated useful lives as follows:
Buildings

50 years

Furniture and equipment

4 to 10 years

Assets are reviewed for impairment whenever there is objective evidence to indicate that
the carrying amount of an asset is greater than its estimated recoverable amount, and is
written down immediately to its recoverable amount.
The gain or loss arising on the disposal or retirement of an item of property and equipment
is determined as the difference between the sales proceeds and the carrying amount of the
asset and is recognized in profit or loss and other comprehensive income.
(g)

ACCEPTANCES, GuARANTEES ANd LETTERS OF CREdIT
The Bank’s potential liability under acceptances, guarantees and letters of credit is reported
as a contingent liability.

(h)

BALANCES ExCLudEd FROm ThE ACCOuNTS
The financial statements do not include certain balances where, in the opinion of
management, the Bank bears no financial responsibility as it acts merely as an intermediary.
These balances are instead disclosed as a note on the accounts.

(i)

PENSION PLAN
At 1 January, 2004 the defined benefit plan was changed to a defined contribution plan.
However, employees in the scheme as of 31 December, 2003 will receive benefits accrued to
them under the defined benefit plan up to 31 December, 2003. For service after 31 December,
2003 pensions and contributions will be in accordance with he defined contribution plan. This
also applies to new employees, who joined the scheme after 1 January, 2004. ▶
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GUYANA BANK FOR TRADE AND
INDUSTRY LIMITED AND SUBSIDIARY
(Subsidiary of Secure International Finance
Company Incorporated)

NOTES TO THE FINANCIAL
STATEMENTS
3.1

summary of sIgnIfIcant accountIng polIcIes cont'd

(i)

pensIon plan cont’d
The Contribution Plan is administered by an insurance company under the terms of a trust
deed dated 1 January, 1999 which makes it responsible to ensure that contributions
are adequate to meet the liabilities of the plan. The Bank’s total contribution
to the pension plan for the year amounted to G$77,376,000 (2015-G$79,272,506).
defIned BenefIt scheme
Pension accounting costs are assessed using the Projected Unit Credit Method as required by
International Accounting Standard 19 Employee Benefits (Revised).
There is 1 (2015-2) employee remaining in this scheme.

(j)

STATuTORy RESERvE
The Financial Institutions Act 1995 requires that a minimum of 15% of the net profit after
deduction of taxes in each year must be transferred to a statutory reserve account until the
balance on this reserve is not less than the paid up capital. This reserve is not distributable.
This reserve account is now equal to the ‘paid up’ capital.

(k)

RESERvE REquIREmENT
Bank of Guyana requires each commercial Bank to maintain a current account with a
balance of 12% of their time and demand liabilities calculated on a weekly basis.

(l)

REvALuATION RESERvE
Surplus on revaluation of property and equipment (land, buildings and equipment) is
credited to this account. This reserve is not distributable.

(m)

OThER RESERvE
Fair value adjustments of “available for sale” investments as discussed in (p) below are taken
to this account as well as the Bank’s share of reserve of its associate company. This reserve is
not distributable. ▶
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INDUSTRY LIMITED AND SUBSIDIARY
(Subsidiary of Secure International Finance
Company Incorporated)

NOTES TO THE FINANCIAL
STATEMENTS
3.1

summary of sIgnIfIcant accountIng polIcIes cont'd

(n)

TAxATION
Income tax expense represents the sum of tax currently payable and deferred tax.
current tax
The tax currently payable is based on taxable profit for the year. Taxable profit differs from
profit as reported in the statement of income because it excludes items of income or
expenses that are taxable or deductible in other years and it further excludes items that are
never taxable or deductible.
The Bank’s liability for current tax is calculated using tax rates that have been enacted
in Guyana at the reporting date.
deferred tax
Deferred tax is recognized on the differences between the carrying amount of the assets
and liabilities in the financial statements and the corresponding tax bases used in the
computation of taxable profit, and is accounted for using the liability method.
Deferred tax liabilities are generally recognized for all taxable temporary differences and
deferred tax assets are recognized to the extent that it is probable that taxable profits will be
available against which deductible temporary differences can be utilized.
The carrying amount of the deferred tax assets is reviewed at each reporting date and
reduced to the extent that it is no longer probable sufficient taxable profit will be available
to allow all or part of the assets to be recovered.
Deferred tax is calculated at the tax rates that are expected to apply in the period when
the liability is settled or the asset realized based on tax rates (and tax laws) that have
been enacted or substantively been enacted by the end of the reporting period. Deferred
tax is charged or credited to profit or loss and other comprehensive income, except when
it relates to items charged or credited directly to equity, in which case the deferred tax is also
dealt with in equity.
Deferred tax assets and liabilities are offset when there is a legally enforceable right to
set off current tax assets against current tax liabilities, and when they relate to income
taxes levied by the same taxation authority, and the company intends to settle its current tax
assets and liabilities on a net basis. ▶
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GUYANA BANK FOR TRADE AND
INDUSTRY LIMITED AND SUBSIDIARY
(Subsidiary of Secure International Finance
Company Incorporated)

NOTES TO THE FINANCIAL
STATEMENTS
3.1

summary of sIgnIfIcant accountIng polIcIes cont'd

(o)

fInancIal Instruments
Financial assets and liabilities are recognized on the Bank’s statement of financial position
when the Bank becomes a party to the contractual provisions of the instruments.
These instruments are intended to be held on a continuing basis and are recognized when the
Bank enters into contractual arrangements with counterparties to purchase securities.
Financial instruments carried on the statement of financial position include investment
securities, loans and overdrafts, receivables, customer’s deposits, payables, accruals borrowing
and cash resources. The recognition methods adopted for loans and overdrafts and investment
securities are disclosed in the individual policy statements.
other receIvaBles
‘Other receivables’ are measured at amortised cost. Appropriate allowances for estimated
unrecoverable amounts are recognized in the statement of profit or loss and other
comprehensive income when there is objective evidence that the asset is impaired. The
allowance recognized is based on management’s evaluation of the collectability of the
receivables.
cash and short term funds
For the purpose of presentation in the statement of cash flows, cash and short term funds
comprised of cash and due by and to banks, deposits with Bank of Guyana in excess of the
required reserve and cheques and other items in transit, bills discounted, bankers’ acceptances
with original maturities of three months or less.
deposIts and other payaBles
These are measured at amortised cost.
derecognItIon
‘Other receivables’ and ‘cash and short term funds’ are derecognized when the right to receive
cash flows from the asset has expired.
Financial liabilities are derecognized when they are extinguished, i.e. when the obligation is
discharged, cancelled or expired. ▶
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INDUSTRY LIMITED AND SUBSIDIARY
(Subsidiary of Secure International Finance
Company Incorporated)

NOTES TO THE FINANCIAL
STATEMENTS
3.1

summary of sIgnIfIcant accountIng polIcIes cont'd

(p)

FINANCIAL INvESTmENTS
The Bank classifies its investment portfolio into the following categories: “held to maturity
investments” and “available for sale financial assets”. Management determines the appropriate
classification at the time of purchase based on the purpose for which the investment securities
were acquired. The classification is reviewed annually.
“Held to maturity investments” are those with fixed or determinable payments and fixed
maturity for which the Bank has the positive intent and ability to hold to maturity. “Held to
maturity investments” are measured at amortised cost using the effective interest rate method.
Any gain or loss on these investments is recognized in the statement of profit or loss and other
comprehensive income when the assets are derecognized or impaired.
“Available for sale financial assets” are initially recognized at cost and adjusted to fair value at
subsequent periods.
Gains or losses on “available for sale financial assets” are recognized in the statement of
comprehensive income until the asset is sold or otherwise disposed, at which time previously
recognized gains or losses are transferred to the statement of profit or loss and other
comprehensive income for that period.
avaIlaBle for sale fInancIal assets
In classifying investment securities as available for sale, the Bank has determined that these
securities do not meet the criteria for loans and receivables, held to maturity investments or
financial assets at fair value through profit or loss.

(q)

PROvISIONS
Provisions are recognised when the Bank has a present obligation (legal or constructive) as a
result of a past event, it is probable that the Bank will be required to settle the obligation, and
a reliable estimate can be made of the amount of the obligation. The amount recognised as a
provision is the best estimate of the consideration required to settle the present obligation at
the reporting date, taking into account the risks and uncertainties surrounding the obligation.
▶
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3.1 summary of sIgnIfIcant accountIng polIcIes cont'd
(q)

PROvISIONS CONT’d
Where a provision is measured using the cash flows estimated to settle the present obligation,
its carrying amount is the present value of those cash flows. When some or all of the economic
benefits required to settle a provision are expected to be recovered from a third party, the
receivable is recognised as an asset if it is virtually certain that reimbursement will be received
and the amount of the receivable can be measured reliably.

(r)

NON CuRRENT ASSETS hELd FOR SALE
A noncurrent asset is classified as held for sale when: its carrying amount will be recovered
principally through a sale transaction rather than through continuing use; the asset is available
for immediate sale in its present condition; and its sale is highly probable.
Assets classified as held for sale are not depreciated or amortised and are carried at the lower
of carrying amount and fair value less costs to sell. Fair values of these assets are determined by
independent valuators.

(s)

ImPAIRmENT OF TANGIBLE ASSETS
At the end of the financial period, the Bank reviews the carrying amounts of its tangible assets
to determine whether there is any indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount of the asset is estimated in order to
determine the extent of the impairment loss (if any). Where it is not possible to estimate the
recoverable amount of an individual asset, the Bank estimates the recoverable amount of the
cash generating unit to which the asset belongs.
Recoverable amount is the higher of fair value less costs to sell and value in use. If the recoverable
amount of an asset is estimated to be less than its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. An impairment loss is recognised immediately in
profit or loss and other comprehensive income, unless the relevant asset is carried at a revalued
amount, in which case the impairment loss is treated as a revaluation decrease. ▶
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summary of sIgnIfIcant accountIng polIcIes cont'd

(t)

dIvIdENdS
Dividends that are proposed and declared are recorded as an appropriation of retained
earnings in the statement of changes in equity in the period in which they have been approved.
Dividends that are proposed and declared after the financial year end are disclosed as a note
to the financial statements.

(u)

INvESTmENT IN ASSOCIATE COmPANy
An associate is an entity over which the company has significant influence and that is neither
a subsidiary nor an interest in a joint venture. Significant influence is the power to participate
in the financial and operating policy decisions of the investee but is not in control or in joint
control over those policies.
The results and assets and liabilities of the associate are Incorporated in these financial
statements using the equity method of accounting. Under the equity method, investment in
associate is carried in the statement of financial position at cost as adjusted for post acquisition
changes in the Bank’s share of the net assets of the associate, less any impairment in the
value of individual investments. Losses of the associate in excess of the Bank’s interest in the
associate (which includes any long term interests that, in substance, form part of the Bank’s
net investment in the associate) are not recognized, unless the Bank has incurred legal or
constructive obligations or made payments on behalf of the associate.

(v)

SEGmENT REPORTING
A business segment is a group of assets and operations engaged in providing similar products
and services that are subject to risks and returns that are different from those of other business
segments.
A geographical segment is engaged in providing products, or services within a particular
economic environment that are subject to risks and returns that are different from those of
segments operating in other economic environments. ▶
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(v)

SEGmENT REPORTING CONT’d
The Bank analyses its operations by both business and geographic segments. The primary
format is business reflecting retail and commercial banking and treasury. Its secondary format
is that of geographic segments reflecting the primary economic environments in which the
bank has exposure.

(w)

EARNINGS PER ShARE
Basic earnings per share attributable to ordinary equity holders of the Bank’s equity is
calculated by dividing profit or loss attributable to ordinary equity holders of the Bank’s equity
by the weighted number of ordinary shares outstanding during the period.

(x)

INTANGIBLE ASSET
Intangible assets are recognized at amortized cost and tested annually for impairment
software
The software is for a period of 5 years and will be amortized at a rate of 20% over the useful
life of the software.

(y)

CONSOLIdATION
The consolidated financial statements incorporate the financial statements of the Company
and entity controlled by the Company (its subsidiary). Control is achieved through share
ownership. The results of subsidiaries acquired or disposed of during the year are included
in the consolidated statement of profit or loss and other comprehensive income from the
effective date of acquisition or up to effective date of disposal, as appropriate. Where
necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies into line with those used by other members of the group.
All intra group transactions, balances, income and expenses are eliminated in full on
consolidation. ▶
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(z)

INvESTmENT PROPERTy
Investment properties, which are held to earn rentals and or capital appreciation are stated at
cost less accumulated depreciation at each reporting date.
After initial recognition, investment properties are measured at cost.
Depreciation is charged on premises using the straight line method at 2% per annum. No
depreciation is charged on work in progress.

3.2 crItIcal accountIng judgements and key sources of
estImatIon uncertaInty
It is the directors’ responsibility to select suitable accounting policies and to make
judgements and estimates that are reasonable and prudent.
The preparation of financial statements in conformity with International Financial Reporting
Standards requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reported period. Actual results could differ from
those estimated
Critical accounting estimates and judgements in applying accounting policies
ImpaIrment losses on loans and advances
The Bank on a regular basis reviews its portfolio of loans and advances with a view of assessing
impairment. This is done in addition to what is required under the Financial Institutions Act 1995
with respect to provisioning. Certain judgements are made that reflect the Bank’s assessment
of several critical factors that can influence future cash flows.
avaIlaBle for sale fInancIal assets
In classifying investment securities as available for sale, the Bank has determined that these
securities do not meet the criteria for loans and receivables, held to maturity investments or
financial assets at fair value through profit or loss and are valued at fair value. ▶
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crItIcal accountIng judgements and key sources of
estImatIon uncertaInty cont’d
Critical accounting estimates and judgements in applying accounting policies cont’d
held to maturIty fInancIal assets
The directors have reviewed the Bank’s “Held to Maturity” assets in the light of its capital
maintenance and liquidity requirements and have confirmed the Bank’s positive intention and
ability to hold these assets to maturity.
useful lIves of property and equIpment
Management reviews the estimated useful lives of property and equipment at the end of each
year to determine whether the useful lives of property and equipment should remain the same.
ImpaIrment of fInancIal assets
Management makes judgement at each reporting date to determine whether financial
assets are impaired. Financial assets are impaired when the carrying value is greater that the
recoverable amount and there is objective evidence of impairment. The recoverable amount is
the present value of the future cash flows. ■
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(a)

On June 14, 2011, the Bank entered into a contract with the Ministry of Agriculture to carry out the implementation of
a Financial Facility of US$1.7M which was funded by the Inter American Development Bank (IDB). The Financial
Facility aims to increase Guyana's export growth rate in the agricultural sector by making financial resources
through loans and grants available to eligible beneficiaries in three (3) clusters of non traditional agricultural exports,
aquaculture, fruits and vegetables, and livestock (beef).
In 2011, two (2) tranches of funds totalling US$1,130,090 were disbursed to the Bank. Interest earned on the loans
are exempted from Corporation Tax. The Financial Facility comes to an end on 31.08.2021 The Bank and the Ministry of
Agriculture have agreed to an interest rate of 5% to 8% per annum.
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22. fInancIal rIsk management
fInancIal rIsk management oBjectIves cont'd
The Group’s Management monitors and manages the financial risks relating to the operations
of the Bank through internal risk reports which analyse exposures by degree and magnitude of
risks. These risks include market risk (currency risk, interest rate risk and price risk), credit risk
and liquidity risk.
The Group seeks to minimise the effects of these risks by the use of techniques that are
governed by management’s policies on foreign exchange risk, interest rate risk and credit risk
which are approved by the Board of Directors.
The Group’s Management reports monthly to the Board of Directors on matters relating to risk
and management of risk.
(a)

mARkET RISk
The Group's activities expose it to the financial risks of changes in foreign currency exchange
rates and interest rates.The Group uses gap analysis, interest rate sensitivity and exposure limits
to financial instruments to manage its exposure to interest rate and foreign currency risk.There
has been no change in the Bank's exposure to market risks or the manner in which it manages
these risks.
prIce rIsk
(i) OThER PRICE RISk
Other price risk is the risk that the value of financial instruments will fluctuate as a result of
changes in market prices whether those changes are caused by factors specific to the individual
security of its issuer or factors affecting all securities traded in the market. Management
continually identifies the risk and diversifies the portfolio in order to minimize the risk.
Crossborder risk though relatively minimal, exists in relation to investments in Caricom
Sovereign Bonds and such risk is mitigated by the application of prudent selection and
stringent monitoring of the Group's investment portfolio by its intermediary Guyana Americas
Merchant Bank Inc.
The Group does not actively trade in equity investments ▶
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fInancIal rIsk management cont'd

(a)

mARkET RISk CONT'd

(ii)

INTEREST RATE SENSITIvITy ANALySIS
The table below analyses the sensitivity of interest rates exposure for both financial assets
and liabilities at the end of the reporting period. For floating rate instruments, the analysis
is prepared assuming the amount of the instrument outstanding at the end of the reporting
period was outstanding for the whole year. A 50 basis point increase or decrease is used
when reporting interest rate risk internally to key management personnel and represents
management’s assessment of the reasonably possible change in interest rate.
Apart from the foregoing with respect to the other financial assets and liabilities, it was not
possible to determine the expected impact of a reasonable possible change in interest rates on
profit or equity as other factors such as credit risks, market risks, political and disaster risks can
affect the value of the assets and liabilities.
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fInancIal rIsk management cont'd

(c)

CREdIT RISk
Credit risk exposures arise principally in lending and investment activities. Credit risk also
occurs in off balance sheet financial instruments such as guarantees and letters of credit. This
risk relates to the possibility that a counter party will cause a financial loss to the Group by
failing to discharge an obligation. The Group's lending and investing activities are conducted
with various counterparties and in pursuing these activities the Bank is exposed to credit risk.
These are the principal areas of activity for the Group and it is expected that such exposures
will continue to exist for the foreseeable future. The management of credit risks is of utmost
importance and an appropriate organizational structure has been put in place to ensure that
this function is effectively discharged. Management carefully manages its exposure to credit
risk through appropriate policies, procedures, practices and audit functions together with
approved limits.
credIt rIsk management
In its management of credit risk, the organisational structure supports the lending philosophy
of the Group. This structure comprises the Board of Directors, the Board Credit Committee
(BCC), the Chief Executive Officer, Head of Credit; Senior Management of Risk and Compliance
and the Internal Audit Function.
To facilitate day to day decision making and timely implementation of decisions, the Board
has delegated authority for specific areas to specific committees and/or officers with an
appropriate reporting system to the Board. The Board's Credit Committee focuses primarily
on credit risk appetite and in so doing sanction amendments to credit policies, delegation
of lending authority to senior management and credit requests exceeding the authority of
management.
The Chief Executive Officer along with the Senior Manager of Risk monitors the effectiveness
of credit procedures and policies and may direct changes to strategies to improve the
effectiveness of policies. Policies are established and communicated through the Bank’s
written Credit Policy Manual. This document sets out in detail the current policies Governing
the lending function and provides a comprehensive framework for prudent risk management
of the credit function. Major areas of focus are: General Credit Criteria; Credit Risk Rating;
Controls Risk Mitigants over the Credit Portfolio and Credit Concentration among others. The
Bank's policies and procedures are dedicated to controlling and monitoring risk from such
activities. Compliance with credit policies and exposure limits is reviewed by the Internal
Auditors on a continuous basis. ▶
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(c)

CREdIT RISk (CONT’d)
rIsk lImIt control and mItIgatIon polIcy
The Group structures the levels of credit risk it undertakes by placing limits on the amount of risk
accepted in relation to one borrower, or Bank's of borrowers, industry and country segments.
The Bank monitors its concentration of credit exposure so that no single borrower or industry
default will have a material impact on the Group.
(a) SINGLE BORROwER ANd BANk BORROwER ExPOSuRE LImITS
Limits established by regulatory authorities have been Incorporated into the credit policies
where concentration is restricted by limiting credit amounts to a fraction of the capital base. This
is supported by a stringent reporting requirement and is further enhanced by policies requiring
periodic review of all commercial credit relationships.
(b)

INduSTRy ExPOSuRE LImITS

These limits have been established based on a ranking of the riskiness of various industries. The
ranking is guided by a model developed for the Bank for this purpose. The model utilises a scale
incorporating scores of 1 to 8 with 1 being the least risky. These have been consolidated into
four (4) bands of exposure limits which have been set in relation to the total credit portfolio with
a smaller limit being assigned to the more risky industries.
THESE POLICIES INCLUDE BUT ARE NOT LIMITED TO:
I
II.
III.
iv.

Conducting interviews to obtain an overall impression of the applicant’s ability to
manage its finances and service the credit facility.
Collateral offered is subjected to inspection/field visit to enable the Group to decide whether
it concurs with the valuator’s opinion. Valuations are assessed conservatively and reviewed
regularly with the support of empirical evidence.
Adherence to a loan to equity ratios policy that conforms to the tenets of sound banking.
Loans and overdrafts are generally collateralised with some or all of the following:
•
•
•
•

Cash
Mortgages
debentures
Bills of Sale

•
•
•
•
•

Guarantees
Assignment of Traded Shares
Assignment of Salary or Crop proceeds
Assignment of Insurance Policies
Promissory Notes
▶
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fInancIal rIsk management cont'd

(c)

CREdIT RISk (CONT'd)
rIsk lImIt control and mItIgatIon polIcy cont'd
v.

Security structures and legal conditions are reviewed from time to time to
ensure they continue to fulfil their intended purpose and remain in line
with current banking practice.

vi.

Generally, funds are not disbursed unless mortgages or debentures are duly executed
in the High Court.

vii.

Loan Officers are required to continually track loans recommended or approved by
themselves to ensure projects are implemented as conceptualized, approved
and scheduled; repayments are made in accordance with loan agreements;
potential problems are identified and appropriate actions are taken to avoid
the performance of the loans being adversely affected; and generally
to maintain and improve the healthiness of the Bank’s credit portfolio

viii.
ix.
x.
xi.
xii.
xiii.
xiv.
xv.
xvi.
xvii.
xviii.

Credit exposure is controlled by lending limits that are reviewed and approved by the
Credit Committee and the Board of Directors.
Ongoing training is conducted for Credit Officers to enhance their skills and tech
niques in assessing credit.
Compliance with the '‘single borrower’' or '‘group borrower’s’' limit as set out in the
Financial Institutions Act (1995), other regulatory guidelines and the Group's
own prudential judgements.
Authorized lending limits utilizing the hierarchical structure of the Group.
Generation of daily and monthly management exception reports.
The avoidance of being one of multiple lenders to a borrower. In the event this
occurs, the Group seeks to rank in priority to the other lenders.
Monthly credit meetings are conducted to review loans and overdrafts at varying
degrees of default so that actions are taken in a timely manner.
Nonperforming accounts are provided for or written off in accordance with
accepted banking principles and the Financial Institutions Act (1995).
Interest on nonaccrual/impaired accounts is not taken to income.
Observation of the market trends, both local and global, which may be affecting a
particular industry or sector.
Diversification of the Group’s lending portfolio so as to spread the risk and stabilise
financial results. ▶
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22. fInancIal rIsk management
(c)

CREdIT RISk (CONT’d)
credIt rIsk measurement
As part of the ongoing process of prudent risk management, the Group's policy is to
risk rate credit facilities at the time of approval and on a regular basis. The Credit
Classification System is in place to assign risk indicators to credits in the portfolio
and engages the traditional categories utilized by regulatory authorities. ▶
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fInancIal rIsk management

(c)

CREdIT RISk (CONT’d)
CREdIT RISk mEASuREmENT (CONT’d)
There are a variety of reasons why certain loans and advances designated as ‘past due’ are
not regarded as impaired. Unless other information is available to the contrary, all loans and
advances between 90 and 180 days are not considered impaired as they may be well-secured.
In addition, renewals may be delayed due to pending submission of required documentation
and as such do not reflect any concern on the creditworthiness of the borrower. Further, past
due loans and advances secured in full by cash collateral are not considered impaired, and
where appropriate, neither are mortgages in arrears by greater than 90 days where the value
of the collateral is sufficient to repay both principal and interest in the event the account is
identified for recovery action.
Loans and advances which were past due but not impaired as at 31 December can be assessed
by reference to the Bank's credit grading system. The following information is based on that
system.
2016
2015
g$000
g$000
Grade 1 Satisfactory risk
Grade 2 monitor list
Past due up to 29 days
Past due up 3059 days
Past due 6089 days

34,196,578
==========

32,598,949
=========

1,275,706
1,023,007
593,734
2,892,447
=========

2,971,378
1,840,242
802,078
5,613,698
=========

The security held for these loans are the same as those stated in Note 22 (c) (ii).
(d)

ImPAIREd LOANS ANd AdvANCES
The Bank’s rating process for credit facilities extends across its Branches and is designed to
detect exposure requiring greater management attention based on a higher probability of
default and potential loss. Management particularly focuses on facilities with delinquencies
90 days and above with a view to taking action such as working with the borrowers to restore
their performing status, or instituting legal or recovery action if considered necessary. ▶
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fInancIal rIsk management

(d)

ImPAIREd LOANS ANd AdvANCES (CONT’d)
The Bank's risk response strategy also includes regular evaluation of the adequacy of
provision allocated for impaired loans and advances by conducting detailed half yearly
reviews of the total loan portfolio, comparing performance and delinquency statistics
with historical trends and prevailing economic conditions.
The Bank’s policy in its reviews of the level of impairment allowances for loans and
advancesincludes a review of collateral held (e.g. reconfirmation of its enforceability) and
an assessment of actual and anticipated receipts. For significant commercial and corporate
debts, specialized credit committees with experience in insolvency and specific market factors
are used to determine likely losses.
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29.

FAIR vALuE ESTImATION (CONT'd)
valuation techniques and assumptions applied for the purposes of measuring fair value.
The fair values of financial assets and liabilities were determined as follows:
a)

Investment properties fair values were measured primarily at cost less accumulated
depreciation. Management's judgment was used to determine that fair value
approximates the carrying value.

(b)

Loans and advances are net of specific and other provisions for impairment.
The fair value of loans and advances is based on expected realisation of outstanding
balances taking into account the bank's history with respect to delinquencies.

(c)

Financial instruments where the carrying amounts are equal to fair value:
Due to their short term maturity, the carrying amounts of certain financial
instruments are assumedto approximate their fair values. These include cash
resources, customer's deposits accounts, other assets, defined benefit assets
and ther liabilities.

(d)

Defined benefit assets were measured by management on the advice from the actuary.

assets carrIed at faIr value
property and equIpment
Land and buildings vested in the bank on 1 December 1987 were revalued in 1988 by
professional valuers and the surplus arising out of this revaluation is shown as Revaluation
Reserve.
Equipment taken over on the merger with Republic Bank (Guyana) Limited was previously
valued by their Directors on 1 June 1985 and the surplus is also included in the Revaluation
Reserve.
A revaluation of land, building and erections of the properties was done in 2014 by Mr. David
Patterson from Patterson Associates, a qualified valuer, which resulted in no change. The
revalued amount approximated the carrying value in the financial statements.
All valuations were based on open market value. The most significant input of these valuation
approaches is the value or replacement cost per square foot which is considered to be
observable. The valuation of property is classified as a level 2.
The following table provides an analysis of financial instruments that are measured subsequent
to initial recognition at fair value, grouped into levels 1 and 2 based on the degree to which
the value is observable. ▶
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FAIR vALuE ESTImATION (CONT'd)
Investments
group

Available for sale
Level 1
Level 2
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2016
G$000

2015
G$000

16,722,603
7,445,646
24,168,249

13,788,776
5,618,327
19,407,103

98

GUYANA BANK FOR TRADE AND
INDUSTRY LIMITED AND SUBSIDIARY
(Subsidiary of Secure International Finance
Company Incorporated)

NOTES TO THE FINANCIAL
STATEMENTS

99

Annual Report 2016

GUYANA BANK FOR TRADE AND
INDUSTRY LIMITED AND SUBSIDIARY
(Subsidiary of Secure International Finance
Company Incorporated)

NOTES TO THE FINANCIAL
STATEMENTS

Annual Report 2016

100

GUYANA BANK FOR TRADE AND
INDUSTRY LIMITED AND SUBSIDIARY
(Subsidiary of Secure International Finance
Company Incorporated)

NOTES TO THE FINANCIAL
STATEMENTS

March 7, 2017

101

Annual Report 2016

