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LETTER FROM THE CHAIRMAN

I am including in my 2019 Chairman’s letter
some comments reflecting the perspective
derived from the vantage point of 2020, but
given the extraordinary events of the first quarter
it seems not only appropriate but necessary.
As addressed in the CEO’s letter for the 2019
Annual Report, Capital Union Bank was
extremely fortunate to continue its growth for the
6th year in a row since founding, and it has had
the privilege of being accorded the ultimate sign
of respect by the community and the marketplace,
who have supported us with dramatically
increased demand for our services. Our
organization has been able to sustain its growth
due to the combination of a series of exceptional
characteristics of the bank. First and foremost is
the personal time, energy, and commitment of all
staff, senior managers, and shareholders, whose
commitment and dedication to the day to day
business, ensure that bank services not only meet
the requirements of our clients but also that the
bank performs at levels that the managers are
accustomed to experiencing in their interaction
with competing banks around the world as clients
and as former employees.
We maintain an ongoing commitment to
ensuring expeditious consideration of our
clients’ requirements. Our hallmark is creativity
and flexibility. We recognize that every single
client has a set of unique issues and concerns.
In order to deal with clients of this caliber our
organization must be capable of dealing with
new and in some cases unfamiliar structures
or products, while remaining fully abreast
of the latest developments of the modern era
and the full set of demands placed on owners,
directors, general managers and staff in the
context of the stringent regulatory and reporting
environment we all share. We will go the extra
mile, believing at our core that clients recognize
personalized solution generation, but bearing
in mind at all times that this personalized
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approach always be structured to ensure that we
meet the high level of regulatory demands. As
owner managers we pride ourselves on being
able to work with professionals, entrepreneurs
and business people of all shades and stripes
from around the world. Ultimately, our complete
immersion in the financial markets combined
with a willingness to assess and make decisions
in very short time frames gives us a sustainable
competitive advantage over other institutions
whose management may not be as deeply
imbedded in the shareholder structure as at
Capital Union Bank.

they are prepared to dedicate almost full-time
attention to this specific sector. Given that such
time availability generally does not exist for most
clients, we see our mission as being the experts
in helping our clients survive the financial pitfalls
of this complex world. We are solution providers
who are here to stay. We acknowledge that
our only reason for existence is to provide a
consistent level of quality services that ultimately
fulfills our mission of solving client issues.

It seems fairly clear that global banking
organizations have by and large found the
banking environment, since the 2008/2009
financial crisis, to be exceedingly challenging.
Evidence for this is available by looking at
the stock prices, return on equity and growth
rates of most global financial institutions with a
few prominent exceptions. It is our conviction
that big global banking organizations will
increasingly migrate to a strategy of provision
of commodity services with a corresponding
reduction on emphasis of meeting the distinct
service requirements of a broadly diversified
global clientele. After all, wealthy individuals are
not only looking to be recipients of commodity
services but they are also expecting that their
issues with regard to their financial requirements
can be successfully addressed. In this new
world, financial advisors whether imbedded
in banking structures, asset managers, brokers
or family offices, will have one simple mission,
which we embrace already today and that is
to provide solutions to the issues facing clients
today within the current market, legal, tax and
regulatory context.

My apologies for this rather extensive
philosophical and somewhat repetitious
excursion but in times of stress and turmoil,
(as we are experiencing now in the midst of
the coronavirus crisis), the multiplicity of issues
and opportunities requires a dynamic and
focused effort. This is especially so if we wish
to ensure ongoing provision of service and
support of the quality that our clients deserve
despite all of the dust generated by the crisis
in a marketplace, which only last year already
seemed to be going through a uniquely volatile
set of developments. Of course, it was nothing
in comparison to what we have seen in recent
months and days. The price of crude oil alone
exemplifies the difficulty in both assessing and
managing to benefit from completely unique and
unpredictable marketplace evolution. We are
confident that the future of the global economy
and therefore the future of financial solutions in
the context of the economy can recover fully,
and we note that destruction of infrastructure
and national/global systems has not begun to
approach levels experienced through major
wars nor has the current dramatic diminution
of both production and considerably weaker
demand resulted in any permanent diminution
of capacity in the future.

At the end of the day, the complexity of
international rules and constant changes in the
marketplace itself, have created an environment
which is difficult for clients to navigate unless

It is undoubtedly the case that the global
economy has been seriously damaged and
that recovery from shutdowns extending over
most of the developed world and substantial

parts of the developing world will have
significant and unforeseen consequences. It
is unlikely that we will experience a dramatic
and consistent rebound from the currently
discouraging economic pain. Responses on
an ongoing basis to this crisis environment will
be disorganized and will spread marketplace
concerns about the outlook.
In conclusion, the waters remain choppy around
global markets and recovery is likely to be
painful, disjointed and slow. The nature and
consequences of the coronavirus epidemic are
obviously still not fully understood nor do we have
a clear plan on how to tackle the coronavirus
related issues moving forward. Having said
that the miscellany of efforts extending across
the pharma, medical device, manufacturing,
and regulatory fields will undoubtedly produce
satisfactory results in due course, given the
depth and breadth of these often purely local
and sometimes globally coordinated efforts. The
world has not come to an end nor is this the end
of the world as we know it, but the world, we
know will change at a dramatically faster rate
than anyone could have anticipated just a few
months ago.
Finally, I would like to express my sincere
thanks to all clients, staff, regulators, directors
and counterparties who have been a part of the
invaluable continuing sources of support for us
and the world we live and thrive in.
A special thank you on behalf of the entire bank
goes to all of the healthcare workers who are
working tirelessly and selflessly, often risking
their own health to care for our communities
through the Covid-19 crisis.
Lawrence D. Howell
Chairman
Capital Union Bank
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L ET T ER F R O M T H E C H I EF EX E CUTIVE OFFICE R

Dear Clients, Partners and Colleagues,
2019 has been another extraordinary year for
Capital Union Bank. In our 5th full year of business,
after starting operations in the spring of 2014, our
growth has continued unabated despite turbulent
times in the markets, the global political arena
and challenges in international relations.

Total
Assets

Equity

Capital
Adequacy
Ratio

I am pleased to report a 25% increase in our
capital adequacy ratio and a 32% increase in
balance sheet size as of year-end 2019, with
capital totaling USD 59 million compared to
last year’s USD 45 million and balance sheet
size totaling USD 577 million compared to USD
438 million in 2018, resulting in an outstanding
capital adequacy ratio of 30%. The Bank
generated an even more significant increase
in revenues, up 67% and a year-on year profit
increase of 132%, to USD 25.3 million.
While revenues grew significantly, the
Bank continued to apply a strict cost-control
management strategy, resulting in a moderate
increase of general expenses of 2% compared to
2018. Supported by the three original strategy
pillars of stable ownership, prudent controls, and
investment with a long-term perspective, the Bank
continued to develop its core business lines which
all contributed positively, with the exception of
FX income, which stayed flat. Our loan book
expansion has been moderate, in line with our
conservative lending policy. Our trading income,
thanks to our unique transactional capabilities,
demonstrated exceptional growth despite our
policy of not taking proprietary account trading
risk positions. Interest Income continued to
increase, despite adverse market conditions, in
line with overall growth of our balance sheet.
Strict risk controls resulted in minimal credit
losses. This sound and conservative management
reduced our cost income ratio to 31%.
The developments on the financial side of our
business were driven by a number of different
factors including a substantial increase in
client trading activity related to the various
unusual market developments and ongoing
transactional revenues from corporate finance
advice. Accompanying the above activities
was a substantial increase in client assets under
management, which carried through into 2020.
We have continued to develop the size and
efficiency of our securities and derivatives
transaction execution services, with an expanded
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locally-based trading room and a significantly
improved counterparty network. This has enabled
us to provide excellent pricing across the full
range of products traded by our clients 23-24
hours a day, 5 days a week. Products include
equities and fixed income in all major countries
of the world, mutual funds, hedge funds, foreign
exchange in all major currencies, forwards,
options and commodities.
The breadth and depth of our securities transaction
capabilities, combined with ongoing quality
transaction- and market related advice, has further
strengthened our already strong reputation as a
leading Bahamian and regional institution for all
sophisticated investors looking for timely, efficient,
and competitive pricing as well as professionally
advised transaction execution.
In parallel to our business activities, we have
continued to engage in community-related
activities including financial support for the
Bahamas in the aftermath of the September
2019 hurricane. Prior and subsequent to these
horrific events, we continued to support schools
and other academic and social endeavors, and
we will increase our efforts to help the local
community dealing with the Covid 19-related
negative impacts on the Bahamas economy.
It is my great privilege to lead an organization
with the staffing quality we have managed to
build in the course of the last few years. I am
looking forward to continuing our strong growth,
driven by focus on quality, hard work and client
commitment, while supporting our dedicated staff
in remaining abreast of market developments
and transaction-related issues.
In closing, I offer my heartfelt thanks to our
staff who make the level of client satisfaction
and service quality second to none. At the
same time, I sincerely thank all those who
make our business and growth possible, our
counterparties and institutional partners. Above
all, I thank our clients from around the world and
in the Bahamas who have supported us through
our early growth years and whose ongoing
commitment to working with us in continuing to
build our partnership in the financial world has
made this exceptional year possible.
Ludovic Chéchin-Laurans
CEO
Capital Union Bank
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GLOBAL
APPEAL
Capital Union Bank’s reach extends beyond The
Bahamas, to Asia, North America and Europe through
its network of partner institutions1 and its global alliance
with UCAP (a global asset management group), having
locations in The Bahamas, Bermuda, Cayman, Hong
Kong, Luxembourg, Singapore, Switzerland, Taiwan,
Thailand and the USA (NYC & Miami).

Partner Institutions: Union Capital Securities (US Broker dealer in
NYC and Miami), IOK Ltd. (Financial Corporate Services Provider),
Lake Geneva Investment Partners (a Swiss based Hedge Fund
company).
1
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CORPORATE
SOCIAL
RESPONSIBILITY
Founded as a small community school more than
a half-century ago, Lyford Cay International
School (LCIS) has distinguished itself as a
leader in education in The Bahamas and the
Caribbean. Our community’s strong history of
giving has allowed LCIS to have a truly lasting
impact on all of the students who have passed
through our doors. Thanks to contributions from
our partners, such as Capital Union Bank, we
are able to secure the same vibrant experiences
for those here now and those yet to come. We
are committed to offering a superior academic
programme that helps attract investment in The
Bahamas, as well as build the community.
In particular, we are truly grateful for the generous
support of the scholarship programme, the
most robust in The Bahamas, that has provided
more opportunities for Bahamian students to
attend LCIS. With over $350,000 in financial
aid and scholarships annually awarded to
Bahamian students, a life-changing education
at our top-notch school is provided to those who
could not otherwise afford to attend. Because
of the education they received at LCIS, these
students have earned over $8M in scholarships
at universities around the world, proving that
an LCIS student is worth investing in. 48% of
our alumni have already returned home to be
productive members of our growing nation.
The success of fundraising for the LCIS Annual
Fund has enabled the scholarship programme
to grow over the years. The Annual Fund is a
forward fund. Funds raised in the year are used
to support the implementation of the strategic
vision throughout the following school year. The
Annual Fund does not fill holes in the operating
budget. The lights are not on because of it
and staff salaries are not paid with it. It allows
us to enhance our programmes, curriculum,
and provide more scholarship opportunities,
ensuring that LCIS continues to provide our
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students with the finest educational opportunities
in the region.
In 2018-19, LCIS raised $995,945 in donations
for the Annual Fund. The 2019 Annual Gala
Dinner & Auction was another huge success and
contributed over $600k of the total raised funds.
The balance of the total donations for 2018-19
came via specific appeals: the Fun Run event,
Swing for Scholarships golf event, corporate
gifts, raffles and general donations.
71% of funds were raised through event-giving
and 74% of school parents participated in the
Annual Fund in some capacity and additionally,
we had 154 new donors - a record number.
Of the total funds raised, 34% were restricted
to the scholarship programme including the
donation from Capital Union Bank.
Each year, demand from talented local students
increases, and with the opening of the new Upper
School campus in Fall 2020, we will be able
to increase the number of spaces available, so
LCIS will continue to depend on donations from
loyal supporters to provide critical financial
resources that directly support and enhance the
student learning experience. The success of
LCIS has always and will continue to be made
possible by the support, generosity and loyalty
of parents, community friends and corporate
partners like Capital Union Bank. Thank you.

Rebecca Massey
Development Coordinator
Lyford Cay School
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SPONSORSHIP
& ALLIANCES

WSC Renegades FC
2019-20 Season
The Renegades Football Club, and its predecessor
Club Lyford Cay FC was established in the late
1980s as an offshoot of the Lyford Cay School,
has now grown into a club with over 180
registered players some as young as three years
old. Renegades FC is a non-profit organization
that is run by volunteers that comprise a Board,
coaches and administrators. The Club is pleased
to be one of the most accessible Clubs on the
island with access to some of the best facilities
and coaches in the Bahamas. The consistent
support from Capital Union Bank has allowed
us to continue to develop football and the
Club and to offer a structured and supportive
outlet for children of all ages and backgrounds
and we are very grateful for their unwavering
support for the club.
The Club has now been in existence for three
full seasons and registration continued strongly
this year with players enrolled from a variety
of schools across all of New Providence and
representing countries from all corners of the
globe. We are very proud that Renegades FC
has such a diverse mix of backgrounds and
nationalities and that our players bond and
make long-standing friendships through their
love of football.
The Club has evolved over the years and continues
to invest in its coaches and training structure,
enrolling our coaches in appropriate training
qualification courses. To support the volunteer
coaches and to meet the demand of training
sessions and games the Club also engaged
five part time paid coaches to provide a higher
level of development for the players in the youth
division, as well as a part time administrator.
Renegades FC continues to be one of the largest
on the island of New Providence with nine teams
playing in eight different age groups. The Club
has players as young as three and as old as
eighteen. It also has a men’s team, and this year
started a “masters” team for those over 40’s but
young at heart. Our youth programs are co-ed
up to the under 11 division. We are very proud
that for the first time, we were able to field an allgirls team in the under 11 division, joining our
under 18 girls team in the club.
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The sponsorship of Capital Union Bank is
essential to the success of the Renegades Football
Club. An increasing number of our players
require financial assistance with the registration
and uniforms to participate in the Club and in
the Bahamas Football Association Competitive
division. Due to the generous sponsorship the
Club can offer assistance to all of these players
and continue our mantra of accepting all players
who wish to join our football family. In addition
to this, the generous support is used for end of
year awards and our annual tournament.
We have witnessed a progression of players
through the Club with our U11s and U13
competitive boys, now our largest age groups,
comprising of three and two teams respectively.
A number of our teams were well placed in
their respective leagues prior to the disruption
of the season as a result of the COVID-19 crisis.
The strength of our development program was
highlighted this year with the selection of
one of our U18 boys to the Bahamas Men’s
National Squad.
This year, the Club held its annual Renegades FC
Youth League Tournament and was the most well
attended to date. We estimated the Club hosted
upwards of 500 players, proudly supported
by their coaches and parents. The tournament
was focused on the development of our Youth
Program of U7s U9s and U11s. With 12 fields
in operation and 35 teams registered it was a
great success and demonstrated our Club spirit.
We were very excited when Dynamos FC took
the U7s, our very own Renegades won the U9s,
Future Stars won the U11 boy’s division and
Baha Juniors won our first girls U11 division. A
big thank you to all the volunteers that made the
event successful and to Capital Union Bank for
making it possible.

Gavin Watchorn
President
www.renegadesfcbahamas.com
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SPONSORED
ASSOCIATIONS
& EMPLOYEE
ACHIEVEMENTS

The Bahamas Hope Foundation (BHF) was
established in 2009 by a group of concerned
individuals motivated to contribute to cancer
care, treatment and research in The Bahamas.
BHF’s goal is to help channel resources to critical
programs and initiatives in The Bahamas which
enhance the treatment and care of persons
battling cancer and which advance research into
the cause and possible cure for cancer.

IDEA Relief is a rapid response team of private
sector captains, medics and security personnel
that are able to dispatch immediately into hard
to reach areas in The Bahamas. Additionally,
they coordinate long term relief logistics and
organise teams to provide support on the ground
as communities rebuild.

The Royal Bahamas Police Staff
Association was etablished on February 6,
1997 by an act in Parliament. Its purpose is to
make provision for the formation, constitution
and function of the Police Staff Association and
enables members to consider matters affecting
their corporate welfare and efficiency, including
pay, pensions and conditions of service.

Capital Union Bank is pleased to
recognize 4 employees having
successfully completed examinations.
• 3 completed their Series 7 – General
Securities representatives – FINRA
• 1 completed their Bachelors Degree
in Private Banking and Trust from The
University of The Bahamas
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INDEPENDENT AUDITORS’ REPORT
To the Shareholders of Capital Union Bank Ltd.
Report on the Audit of the Financial Statements
Opinion
We have audited the financial statements of Capital Union Bank Ltd. (“the Bank”), which comprise
the statement of financial position as at December 31, 2019, the statements of comprehensive
income, changes in shareholder’s equity and cash flows for the year then ended, and notes,
comprising significant accounting policies and other explanatory information.
In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of the Bank as at December 31, 2019, and its financial performance
and its cash flows for the year then ended in accordance with International Financial Reporting
Standards (IFRS).
Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the Bank in
accordance with International Ethics Standards Board for Accountants Code of Ethics for Professional
Accountants (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.
Other Information
Management is responsible for the other information. The other information comprises the
information to be included in the Bank’s annual report (but does not include the financial statements
and our auditors’ report thereon), which is expected to be made available to us after the date of
this auditors’ report.

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 will always detect a material misstatement when
it exists. Misstatements can arise from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.
As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:
•

Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

•

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.

•

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. Our conclusions are based on
the audit evidence obtained up to the date of our auditors’ report. However, future events or
conditions may cause the Bank to cease to continue as a going concern.

•

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

Our opinion on the financial statements do not cover the other information and we do not and will
not express any form of assurance conclusion thereon.
In connection with our audit of the financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise
appears to be materially misstated.
When we read the annual report, if we conclude that there is a material misstatement therein, we
are required to communicate the matter to those charged with governance.
Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements
in accordance with IFRS, 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 statements, management is responsible for assessing the Bank’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the
Bank or to cease operations, or has no realistic alternative but to do so.
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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.

Nassau, Bahamas
April 29, 2020

FINANCIALS

23

C A P I TA L U N I O N B A N K LT D .

C A P I TA L U N I O N B A N K LT D .

STATEMENT OF FINANCIAL POSITION

STATEMENT OF COMPREHENSIVE INCOME

DECEMBER 31, 2019, WITH CORRESPONDING FIGURES FOR 2018
(Expressed in United States dollars)

YEAR ENDED DECEMBER 31, 2019, WITH CORRESPONDING FIGURES FOR 2018
(Expressed in United States dollars)

NOTES

2019

2018

ASSETS

Cash and due from banks
Due from banks – time deposits
Loans and advances
Prepaid expenses
Other assets and receivables
Investments
Derivatives
Property and equipment
Intangible assets

4 & 15
4 & 15
5, 12 & 15

$

87,323,230
101,467,656
202,721,951
158,030
7,221,928
175,898,814
945,275
1,663,704
573,293

91,369,694
159,121,982
165,956,878
127,625
5,097,734
13,671,406
1,487,691
838,008
823,085

$

577,973,881

438,494,103

$

7,877,790
503,631,798
1,186,190
5,856,899

2,617,884
384,489,244
1,090,335
5,312,869

518,552,677

393,510,332

6,050,000
27,950,000
25,421,204

6,050,000
27,950,000
10,983,771

59,421,204

44,983,771

577,973,881

438,494,103

8, 12 & 15
15, 17
16 & 17
6
7 & 20

Total Assets

NOTES

Net interest income
Interest income
Interest expense

Net fee and commission income
Fee and commission income
Fee and commission expense

Other Income
Foreign exchange income
Other income

12

2019

$

10 & 12
10 & 12

12

LIABILITIES AND SHAREHOLDERS’ EQUITY
LIABILITIES

Due to banks – demand
Due to customers
Derivatives
Accrued expenses and other liabilities

4
12
12, 16
9, 12

&
&
&
&

15
15
17
15

Total Liabilities

Expenses
General and administrative expenses
Director’s fee
Depreciation and amortization

Net income and total comprehensive income

11 & 12
12
6&7

$

2018

11,213,470
(3,205,649)
8,007,821

8,444,773
(2,372,191)
6,072,582

38,527,072
(13,494,263)
25,032,809

23,359,732
(11,707,281)
11,652,451

3,430,742
99,467
3,530,209

3,979,964
194,405
4,174,369

10,363,837
54,000
806,571
11,224,408

10,474,610
24,000
469,991
10,968,601

25,346,431

10,930,801

SHAREHOLDERS’ EQUITY

Share capital
Additional paid-in capital
Retained earnings

14 & 20
14 & 20
20

Total Shareholders’ Equity
Total Liabilities and Shareholders’ Equity
Commitments

$

See accompanying notes to financial statements.
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See accompanying notes to financial statements.
These financial statements were approved on behalf of the Board of Directors on April 29, 2020 by the
following:

Director
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C A P I TA L U N I O N B A N K LT D .

C A P I TA L U N I O N B A N K LT D .

STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2019, WITH CORRESPONDING FIGURES FOR 2018
(Expressed in United States dollars)

YEAR ENDED DECEMBER 31, 2019, WITH CORRESPONDING FIGURES FOR 2018
(Expressed in United States dollars)

NOTES
SHARE
CAPITAL

ADDITIONAL
PAID-IN
CAPITAL

RETAINED
EARNINGS

TOTAL
SHAREHOLDERS’
EQUITY

6,050,000

2,950,000

16,552,970

25,552,970

–

–

10,930,801

10,930,801

Increase in additional paid-in capital

–

25,000,000

–

25,000,000

Dividends paid (Note 14)

–

–

6,050,000

27,950,000

–

–

6,050,000

27,950,000

10,974,773

44,974,773

–

–

25,346,431

25,346,431

Balance at December 31, 2017

$

Net income and total
comprehensive income
Transactions with the shareholder:

Balance at December 31, 2018
Retroactive adjustment to
opening retained earnings (Note 2f)
Balance at January 1, 2019
Net income and total
comprehensive income

(16,500,000)

(16,500,000)

10,983,771

44,983,771

(8,998)

(8,998)

Transactions with the shareholder:
Dividends paid (Note 14)
Balance at December 31, 2019

$

–

–

6,050,000

27,950,000

See accompanying notes to financial statements.

(10,900,000)

(10,900,000)

25,421,204

59,421,204

Cash flows from operating activities
Net income
Adjustment for:
Depreciation and amortization
Interest income
Interest expense
Allowance for expected credit loss
Unrealised gain on financial instruments
Net cash provided by operations
before changes in working capital

$
6&7

Changes in:
Loans and advances
Prepaid expenses
Other assets and receivables
Due to customers – demand
Accrued expenses and other liabilities
Interest received
Interest paid
Net cash provided by operating activities
Cash flows from investing activities
Purchase of property and equipment
Purchase of intangible assets
Net purchase of investments
Time deposit placements
Net cash used in investing activities
Cash flows from financing activities
Bank loan payments
Lease liability payments
Increase in additional paid-in capital
Payment of dividends
Net (cash used in)/provided by financing activities

6
7

Cash and cash equivalents comprise:
Cash on hand
Due from banks – demand
Due to banks – demand

$
4
4
4

2018

25,346,431

10,930,801

806,571
(11,213,470)
3,205,649
4,474
(75,022)

469,991
(8,444,773)
2,372,191
–
3,418

18,074,633

5,331,628

(36,765,073)
(30,405)
(2,124,194)
119,142,554
544,030
10,830,813
(3,113,231)
106,559,128

(66,625,294)
35,318
(1,456,288)
93,973,520
(1,879,992)
8,262,601
(2,281,804)
35,359,689

(148,026)
(833,444)
(72,803)
(196,300)
(162,170,452)
(2,634,996)
57,654,326 (120,241,221)
(104,736,955) (123,905,961)

14

Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

2019

$

$

–
(228,543)
–
(10,900,000)
(11,128,543)

(1,850,906)
–
25,000,000
(16,500,000)
6,649,094

(9,306,370)
88,751,810
79,445,440

(81,897,178)
170,648,988
88,751,810

82,968
87,240,262
(7,877,790)
79,445,440

50,112
91,319,582
(2,617,884)
88,751,810

See accompanying notes to financial statements.
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YEAR ENDED DECEMBER 31, 2019
(Expressed in United States dollars)
1.

GENERAL

YEAR ENDED DECEMBER 31, 2019
(Expressed in United States dollars)
2.

Capital Union Bank Ltd. (“the Bank”) was incorporated on August 23, 2013 under the Companies
Act, 1992 of the Commonwealth of The Bahamas (“The Bahamas”) and was licensed under the
Banks and Trust Companies Regulation Act, 2000 on February 11, 2014 to carry on banking
business within The Bahamas. During 2016, the Bank also became a licensee of the Securities
Commission of The Bahamas. The principal activities of the Bank are providing banking,
investment management and financial services. During 2019, the Bank acquired its license to act
as an authorized agent in The Bahamas. The Bank commenced operations on March 1, 2014
and is owned by CUB Holdings Ltd., an International Business Company which is incorporated
in The Bahamas.

BASIS OF PREPARATION, continued

(f)

The Bank adopted IFRS 16 replacing IAS 17 effective January 1, 2019. The adoption of
this standard eliminates a lessee’s classification of leases as either operating or finance
leases. Under IFRS 16, the Bank now recognizes right-of-use assets and lease liabilities
for all of its current leases. Previously, these leases were recognized in the statement
of comprehensive income as rental expenses with no related assets or liabilities on the
statement of financial position. As permitted by the transition provisions of IFRS 16, the
Bank elected to not restate comparative period results; accordingly all comparative period
information is presented in accordance with our previous accounting policies. Any lessor
accounting changes related to this standard is not applicable as the Bank does not lease
to any parties.

Effective November 18, 2013, the Bank changed its name from Capital Union Management Ltd.
to Capital Union Bank Ltd. The Bank’s principal place of business and registered office is located
at CUB Financial Center, Lyford Cay, Nassau Bahamas.
2.

At transition, the Bank’s lease liabilities were measured at the present value of the remaining
lease payments, discounted at our incremental borrowing rate as of January 1, 2019. The
weighted –average incremental borrowing rate applied in 2019 ranged from 4.19% 5.00% (2018 4.61% - 4.88%) per annum. Right of use assets are generally measured at
an amount equal to the lease liability, adjusted by any prepaid or accrued lease payments.
The right of use asset is measured as if IFRS 16 had been applied since the commencement
date of the lease, discounted using our incremental borrowing rates throughout the period.
The Bank has used a modified retroactive approach for adopting this standard. As of
January 1, 2019, the effect of this change resulted in recognition of right of use asset
with a net book value of $1,159,715 (cost: $1,242,552 less accumulated depreciation:
$82,837) in property and equipment and lease liability of $1,168,713 with a related
adjustment to retained earnings of $8,998.

BASIS OF PREPARATION

(a)

Statement of compliance
The Bank’s financial statements have been prepared in accordance with International
Financial Reporting Standards (“IFRSs”).

(b)

Basis of measurement
The financial statements have been prepared on the historical cost basis, except for
investments and derivative contracts which are carried at fair value.

(c)

Functional and presentation currency
The financial statements are presented in United States dollars (“US$”), which is the Bank’s
functional currency.

(d)

Use of estimates and judgments
The preparation of the financial statements in conformity with IFRS requires management
to make judgments, estimates and assumptions that affect the application of accounting
policies and the amounts reported in the financial statements and the accompanying notes.
These estimates are based on relevant information available at the reporting date and, as
such, actual results may differ from these estimates.

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a)

(e)
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Foreign currency translation
Transactions in foreign currencies are translated at exchange rates prevailing at the dates
of the transactions. Monetary assets and liabilities denominated in foreign currencies at
the reporting date are translated to the functional currency at the exchange rates at that
date. The foreign currency exchange gain or loss on monetary items is the difference
between amortized cost in the functional currency at the beginning of the period,
adjusted for effective interest and payments during the period, and the amortized cost
in foreign currency translated at the exchange rates at the end of the period. Foreign
currency exchange differences arising on translation are recognized in the statement of
comprehensive income.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimate is revised and in
any future periods affected.
In particular, information about significant areas of estimation uncertainty and critical
judgements in applying accounting policies that have the most significant effect on the
amounts recognized in the financial statements are described in note 3(d).

Change in accounting policy

(b)

Interest

Up to the date of issue of these financial statements, the International Accounting Standards
Board (“IASB”) has issued a number of amendments, new standards and interpretations
some of which are not yet effective for the year ended December 31, 2019 and which
have not been adopted in these financial statements.

Interest income and expense are recognized in the statement of comprehensive income
using the effective interest method. The effective interest rate is the rate that exactly
discounts the estimated future cash payments and receipts through the expected life of
the financial asset or liability (or, where appropriate, a shorter period) to the carrying
amount of the financial asset or liability. The effective interest rate is established on initial
recognition of the financial asset and liability and is not revised subsequently.

Among these new standards are IFRS 3 Definition of a Business, IAS1 and IAS 8 Definition
of Material, and IFRS 17 Insurance Contracts which is not applicable for the Bank. The
adoption of the applicable standards have not been fully evaluated at this time but the Bank
expects no significant changes due to adoption.

The calculation of the effective interest rate includes all fees and commissions paid or
received, transaction costs, and discounts or premiums that are an integral part of the
effective interest rate. Transaction costs are incremental costs that are directly attributable
to the acquisition, issue or disposal of a financial asset or liability.

New standards, amendments and interpretations not yet adopted by the Bank
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YEAR ENDED DECEMBER 31, 2019
(Expressed in United States dollars)
3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

(c)

Fees and commission
The Bank earns commissions on investment activities undertaken on behalf of its customers.
Fees and commission income from these transactions are recorded on completion of the
underlying transaction. Fees from custody, administration and management services are
recorded on a monthly basis. The Bank may share a portion of these commissions with third
parties and the commission expense is recorded on a monthly basis.

(d)

Financial instruments
i.

Classification
Financial instruments include financial assets and financial liabilities. Financial
assets include due from banks, loans and advances and other receivables, and
investments. Financial liabilities include due to banks, due to customers and other
liabilities.
Financial assets and financial liabilities also include derivatives, which are
designated as financial assets and liabilities at fair value through profit or loss.
A financial instrument is measured at amortised cost if at initial recognition the
business intent is to hold the asset to collect its contractual cash flows and the
contractual terms of the financial instrument give rise on specified dates to cash
flows that are solely principal and interest payments (SPPI).
A financial instrument is measured at fair value through other comprehensive
income (FVOCI) only if the business intent is to both collect contractual cash flows
and sell the instrument and the contractual terms of the financial instrument give
rise on specified dates to cash flows that are SPPI.
All other financial instruments are carried at fair value through profit and loss
(FVTPL). The Bank accounts for all securities using trade date accounting and
changes in fair value between trade date and settlement date are reflected in
income for securities measured at FVTPL inclusive of all derivative contracts.

ii.

Recognition
The Bank recognizes financial assets and financial liabilities on the day the
Bank becomes a party to the contractual provisions of the instruments. It initially
recognizes loans and advances and deposits due to banks and to customers on
the date that they are originated.

iii.

Derecognition
The Bank derecognizes a financial asset when the contractual rights to the cash
flows from that asset expire, or it transfers the rights to receive the contractual
cash flows on the financial asset in a transaction in which substantially all the risks
and rewards of ownership of the financial asset are transferred. Any interest in
transferred financial assets that is created or retained by the Bank is recognized
as a separate asset or liability.
The Bank derecognizes a financial liability when its contractual obligations are
discharged, cancelled or expired.
Financial assets and liabilities are offset and the net amount presented in the
statement of financial position when, and only when, the Bank has a legal right to
offset the amounts and intends either to settle on a net basis or to realise the asset
and settle the liability simultaneously.
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YEAR ENDED DECEMBER 31, 2019
(Expressed in United States dollars)
3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

(d)

Financial instruments (continued)
iv.

Impairment of financial assets
The Bank’s financial assets measured at amortized cost are subject to impairment
assessment.
Credit impairment occurs when one or more events that have a detrimental impact
on the estimated future cash flows of the financial asset have occurred. The Bank
monitors its loans and advances for credit-impairment based on any qualitative
negative information which may become known related to a borrower, any
significant market events which may impact the borrower’s ability to repay, or
evidence of missed interest or other contractual payments. The Bank measures
loan loss allowances on a 12-month Expected Credit Loss (ECL) basis except
where there are indicators of significant indicators of credit declines for which
lifetime expected credit losses are determined. This ECL is the end result of
comparing the exposure at default (EAD) with the loss given default (LGD) at each
reporting date. Various factors consisting of probability factors are applied when
performing the analysis.
Significant indicators of credit declines can include default or delinquency by a
debtor on other credit instruments, negative information found on the borrower
which may indicate future default, market changes which impact the payment
status of borrowers or issuers, economic conditions that correlate with defaults
or the disappearance of an active market for a security. The transfer of assets
between stages is facilitated by the notion of a significant increase in credit risk
(SICR) and conversely, a significant decrease in credit risk. Transfers between
stages are intended to be symmetrical in the sense that, given a Stage 2 asset, if
the credit quality of the asset sufficiently improves, it should be transferred back
to Stage 1.
The transfer of assets from Stage 1 and Stage 2, and vice-versa, is determined
on the basis of whether a significant change in credit risk has occurred. This
assessment must be made between the reporting date and the origination date of
the asset. As such, credit risk metrics must be available at the time of origination
for a reliable assessment to be made. By invoking the notion that obtaining
additional credit risk metrics at origination is a timely, costly, and effortful process,
institutions may rely on the set of metrics available to them at origination without
modification.
The transfer of assets from Stage 2 to Stage 3 is based on whether the asset
has been established as credit impaired. Financial assets are considered creditimpaired when one or more events have occurred, resulting in the high likelihood
or certainty of a detrimental impact on the estimated future cash flows of that
financial asset have occurred.
The Bank’s calculation of the ECL is a probability weighted estimate of credit
losses assessed at an individual facility level or on a group level where factors
can be similarly applied for all members of the group. This probability weighting
incorporates forward looking data on gross domestic product for the various
jurisdictions within the Bank’s loan book along with rating data and additional
factors applied by the Bank. A summary of these factors is included within Notes
5 and 15. The expected loss is calculated as the difference between the exposure
as at the reporting date and the expected amount the entity would receive in
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YEAR ENDED DECEMBER 31, 2019
(Expressed in United States dollars)
3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

(d)

Financial instruments (continued)
iv.

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

(f)

embodied in the specific asset to which it relates. All other expenditure is expensed as incurred.

the event of a default. The Bank considers an asset to be in default when the
borrower is unlikely to repay its obligations to the Bank in full after a 30 day
period subsequent to a maturity or if the Bank invokes its right to call the loan. The
calculation is applied to the Bank’s loan book.

Amortization is calculated to write off the cost of intangible assets less their estimated residual
values using the straight-line method over their estimated useful lives and is recognized in
the statement of comprehensive income. The estimated useful life of application solution for
the current period is seven years. The estimated useful life of other purchased software for
the current period is three years.

Financial instruments which are over due 90 days are considered as “Stage 3
financial instruments” and considered fully impaired.

Amortization methods, useful lives, residual values and any indicators for possible
impairment are reviewed at each reporting date and adjusted if appropriate.
(g)

(h)

Employee benefits

Property and equipment

Defined contribution pension plan

Property and equipment are carried at cost less accumulated depreciation and
accumulated impairment losses. Cost includes expenditure that is directly attributable to
the acquisition of the assets. Subsequent costs are included in the asset’s carrying amount
or are recognized as a separate asset, as appropriate, only when it is probable that
future economic benefits associated with the item will flow to the Bank and the cost of the
item can be measured reliably.

The Bank has a defined contribution pension plan for all eligible employees. Obligations
for contributions to the defined contribution plan are expensed as the related service is
provided and recognized as staff costs in the statement of comprehensive income.

Depreciation is recognized in the statement of comprehensive income and is calculated using
the straight-line method to allocate their costs over their estimated useful lives, as follows:

•
•
•
•
•

Computer hardware & equipment		
2 - 5 years
Furniture					2 - 5 years
Leasehold improvements				
Life of the lease
Vehicles						5 years
Right of use asset				
Life of the lease

Gains and losses on disposal are determined by comparing the proceeds from disposal with
the carrying amount and are recognized in the statement of comprehensive income. The
carrying amounts are reviewed at each reporting date to determine whether there is any
indication of impairment. If any such indication exists, then the asset’s recoverable amount
is estimated. An impairment loss is recognized whenever the carrying amount of an asset
exceeds its recoverable amount. Impairment losses are recognized in profit or loss.

Short-term employee benefits
Short-term employee benefits are expensed as the related service is provided. A liability
is recognized for the amount expected to be paid if the Bank has a present legal or
constructive obligation to pay this amount as a result of past service provided by the
employee and the obligation can be estimated reliably.
(i)

(j)

Subsequent expenditure is capitalised only when it increases the future economic benefits

Other income and expenditure
Other income and expenditure are accounted for on an accrual basis.

(k)

Lease
Under the current standard, payments made under operating leases are recognized initially
in the Statement of Financial Position as a right of use asset and lease liability calculated
as the present value of all unpaid contractual future lease payments. The right of use asset
is amortized evenly over the life of the lease and shown as a depreciation expense in the
statement of comprehensive income. The liability is affected at each rental payment date
separating the payment amount into a split of interest expense and a direct reduction of
the liability. The interest expense portion is recognized in the statement of comprehensive
income. Prior to this change, all lease payments were reflected as expenses in the Statement
of Comprehensive Income at the amounts paid monthly to the lessor.

Intangible assets
Intangible assets include application solution acquired by the Bank and other software
purchases and are measured at cost less accumulated amortization and any accumulated
impairment losses.

Dividends
Dividend distributions to the Bank’s shareholder are recognized as a dividend in the
statement of changes in shareholder’s equity in the Bank’s financial statement in the period
in which the dividends are approved and declared by the Bank. Dividends proposed or
declared after the reporting date are not recognized in the financial statements.

An impairment loss is reversed only to the extent that the asset’s carrying amount does not
exceed the carrying amount that would have been determined, net of depreciation, if no
impairment loss had been recognized.
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Fiduciary accounts and assets under administration
No securities, cash or other assets are included in these financial statements of fiduciary
accounts or assets and liabilities of clients administered by the Bank, other than those assets
and liabilities which relate to the banking services provided by the Bank for their clients.

All repairs and maintenance are charged to general and administrative expenses during
the financial period in which they are incurred.

(f)

Intangible assets (continued)

Impairment of financial assets (continued)

12-month ECL are the portion of ECL that results from default events on a financial
instrument that are possible within the 12 months after the reporting date. Financial
instruments for which a 12-month ECL is recognized are referred to as “Stage 1
financial instruments”. Life-time ECL are the ECL that result from all possible default
events over the expected life of the financial instrument. Financial instruments for
which a lifetime ECL is recognized but which are not credit-impaired are referred
to as “Stage 2 financial instruments”.

(e)

YEAR ENDED DECEMBER 31, 2019
(Expressed in United States dollars)

(l)

Related parties
A related party is a person or entity that is related to the entity that is preparing its financial
statements.
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YEAR ENDED DECEMBER 31, 2019
(Expressed in United States dollars)
3.

YEAR ENDED DECEMBER 31, 2019
(Expressed in United States dollars)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

(l)

4.

Related parties (continued)
a.

b.

A person or a close member of that person’s family is related to a reporting entity
if that person:
i.

has control or joint control over the reporting entity;

ii.

has significant influence over the reporting entity; or is a member of the
key management personnel of the reporting entity or of a parent of the
reporting entity.

i.

The entity and the reporting entity are members of the same group (which
means that each parent, subsidiary and fellow subsidiary is related to the
others).

ii.

One entity is an associate or joint venture of the other entity (or an
associate or joint venture of a member of a group of which the other entity
is a member).

iii.

Both entities are joint ventures of the same third party.

iv.

One entity is a joint venture of a third entity and the other entity is an
associate of the third entity.

v.

The entity is a post-employment benefit plan for the benefit of employees
of either the reporting entity or an entity related to the reporting entity. If
the reporting entity is itself such a plan, the sponsoring employers are also
related to the reporting entity.

vi.

The entity is controlled, or jointly controlled by a person identified in (a).

vii.

A person identified in (a) (i) has significant influence over the entity or is
a member of the key management personnel of the entity (or of a parent
of the entity).

2019

2018

Due to banks
Due to banks – demand

$

7,877,790

2,617,884

Total due to banks

$

7,877,790

2,617,884

Balances due from banks carry interest rates ranging from 0.60% to 2.90% per annum and with
the longest maturing on July 31, 2020 (2018 – 0.65% to 2.82% per annum). These holdings
are placed mainly with counterparties and jurisdictions that are highly rated by reputable rating
agencies (S&P, Fitch). The following table shows the allocation of the balances due from banks
by counterparty rating:

An entity is related to a reporting entity if any of the following conditions applies:

2019

2018

Rating

5.

AA+ to A
BBB+ to BBUnrated

$

139,664,237
2,856,503
46,187,178

206,094,440
2,303,844
42,043,280

Total due to banks

$

188,707,918

250,441,564

2019

2018

LOANS AND ADVANCES

Loans and advances (Stage 1)
Less: Allowance for expected credit loss
Net loans and advances

$

202,726,425
(4,474)
202,721,951

165,956,878
−
165,956,878

A related party transaction is a transfer of resources, services or obligations between the reporting
entity and a related party, regardless of whether a price is charged.

As of December 31, 2019, and 2018, all loans and advances are current and fully secured.

Related parties include entities that the Bank controls or exercises significant influence over and
individuals who have the authority and responsibility for planning, directing and controlling the
activities of the Bank in making financial and operating decisions. These include, but are not
limited to, the shareholders, officers, directors and other companies with common ownership.

The loans and advances comprise fixed term loans, overdrafts, and mortgages. In determining
the ECL each loan is individually assessed by taking into consideration forward looking
macroeconomic factors including S&P ratings, market and currency indices, and default rates
based on regions. Probability default rates range from 0.001667% to 0.095104%.

(m)

The Bank’s loan book comprises mainly Lombard loans which are secured by diversified
portfolios. Given this, the estimation techniques applied for the ECL calculations considers market
data to project collateral changes and its impact on the loss given default. The Bank segments
these collateral assets into various categories including, shares, bonds, cash, property, funds
and options. Related index data has been compiled for a 10 year look back period and then
applying standard deviation and other statistical calculations to provide future projections.

Taxation
No income taxes are levied in The Commonwealth of The Bahamas.

4.

CASH AND DUE FROM AND TO BANKS, continued

CASH AND DUE FROM AND TO BANKS
2019

2018

Cash and due from banks
Cash on hand

$

Due from banks – demand
Due from banks – time deposits
Total due from banks
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$

82,968

50,112

87,240,262

91,319,582

101,467,656

159,121,982

188,790,886

250,491,676

All liquidation costs relating to any potential loan shortfalls are borne by the client and as such
there is no additional costs applied for the Bank. LGD rates ranged from 0% to 18.92%. The
Bank has further assessed the ECL reasonableness by applying an average scenario approach
taking a pessimistic, baseline, and optimistic view when determining the final ECL. Given the high
collateralization of the loan portfolio, the Bank estimated that the ECLs as of December 31, 2019
are $4,474 (2018 – nil). The table below summarises the ECL by stage:
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YEAR ENDED DECEMBER 31, 2019
(Expressed in United States dollars)
5.

LOANS AND ADVANCES, continued

January 1, 2019
Movement during the year
December 31, 2019
6.

YEAR ENDED DECEMBER 31, 2019
(Expressed in United States dollars)
8.

$
$

STAGE 1

STAGE 2

STAGE 3

TOTAL ECL

−
4,283
4,283

−
191
191

−
−
−

−
4,474
4,474

2019
Fee and commission income receivable

Accumulated depreciation:
Balance at January 1, 2019
Right of use asset
Balance at January 1, 2019
Depreciation expense
Balance at December 31, 2019
Net Book Value at:
December 31, 2019
December 31, 2018

Other assets
Interest receivable
$

$
$
$

COMPUTER
HARDWARE &
EQUIPMENT

BUILDING,
FURNITURE &
LEASEHOLD
IMPROVEMENTS

VEHICLES

TOTAL

309,231
−
309,231
127,434
436,665

768,914
1,242,552
2,011,466
20,592
2,032,058

41,298
−
41,298
−
41,298

1,119,443
1,242,552
2,361,995
148,026
2,510,021

9.

$

152,254
−
152,254
87,438
239,692

110,596
82,837
193,433
386,348
579,781

18,585
−
18,585
8,259
26,844

281,435
82,837
364,272
482,045
846,317

$
$

196,973
156,977

1,452,277
658,318

14,454
22,713

1,663,704
838,008

$

Accrued expenses

PURCHASED SOFTWARE &
APPLICATION SOLUTION

Cost:
Balance at January 1, 2019
Additions
Balance at December 31, 2019
Accumulated amortization:
Balance at January 1, 2019
Amortization expense
Balance at December 31, 2019
Net Book Value at:
December 31, 2019
December 31, 2018

36 FINANCIALS

$

Lease liability
Retrocessions payable

10.

$
$
$

1,946,747
72,803
2,019,550

$
$

1,121,731
324,526
1,446,257

$
$

573,293
823,085

54,110
909,912

5,516,712

3,798,601

717,768

335,111

7,221,928

5,097,734

2019

2018

2,638,778

2,775,787

940,170

–

2,277,951

2,537,082

5,856,899

5,312,869

2019

2018

888,474
4,757,183
2,977,128
11,502,263
18,402,024
38,527,072

433,896
3,093,292
2,366,831
10,889,151
6,576,562
23,359,732

13,052,301
441,962
13,494,263
25,032,809

11,068,074
639,207
11,707,281
11,652,451

2019

2018

5,868,029
4,279,304
212,029
4,474
10,363,837

5,470,085
4,813,631
190,894
–
10,474,610

FEES AND COMMISSION INCOME AND EXPENSE
Income
Administration fees
Trading related income
Custody fees
Commissions
Management, retrocessions and other fees

$

Expense
Commissions and retrocessions
Custody fees
Net fees and commission income
11.

INTANGIBLE ASSETS

8,861
978,587

ACCRUED EXPENSES AND OTHER LIABILITIES

$
$

2018

As of December 31, 2019, and 2018, security deposits were held by the Bank’s service provider
in the amount of $906,912.

Furniture & leasehold improvements includes the right of use asset of $911,205 (cost
$1,242,552 less accumulated depreciation $331,347) as of the December 31 2019. The
right of use asset comprises the land and building which the Bank leases and from which it
conducts its operations. Depreciation expense for the year ended December 31, 2019 on this
asset amounted to $248,510.
7.

$

Security deposits

PROPERTY AND EQUIPMENT

Cost:
Balance at January 1, 2018
Right of use asset
Balance at January 1, 2019
Additions
Balance at December 31, 2019

OTHER ASSETS AND RECEIVABLES

$

GENERAL AND ADMINISTRATIVE EXPENSES
Staff costs
Operating and administrative expenses
Legal and professional fees
Allowance for expected credit loss

$

$

The Bank operates a voluntary defined contribution pension plan for its employees. The pension
plan is available to all permanent employees and is effective after employees complete a
probationary period. The Bank contributes a maximum of 10% of the annual salary capped
to a maximum of $10,000 annually and employees can contribute any percentage of their
annual salaries. The Bank’s contributions to this plan were $145,823 (2018–$138,680) and are
included in staff costs in the statement of comprehensive income.
Staff costs include $3,366,687 (2018–$3,307,121) of key management personnel compensation.
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YEAR ENDED DECEMBER 31, 2019
(Expressed in United States dollars)

RELATED PARTY BALANCES AND TRANSACTIONS

15.

The Bank enters into various transactions with the beneficial owners, shareholder and other
parties related by virtue of common control in the normal course of business. The Bank leases
office space from a related company as described in note 13. During the year, the Bank received
from beneficial owners a one-time arrangement fee of $5 million which has been included within
fee and commission income.

The Bank accepts deposits from customers and seeks to earn a better return by consolidating
short-term funds and investing for longer periods in making loans to customers and placing
bank deposits, whilst maintaining sufficient liquidity to meet all claims that might fall due.

The financial statements include the following related party balances and transactions:

The Bank’s activities expose it to a variety of financial risks in the normal course of business.
These risks include fiduciary, credit, market risk and liquidity risks. The Bank’s financial
performance is dependent on its ability to understand and effectively manage these risks.

2019
Assets/(Liabilities)
Loans and advances
Other assets and receivables
Due to customers
Accrued expenses and other liabilities
Derivatives

$

Income/(Expenses)
Interest income
Other income
Fee and commission income
Fee and commission expense
General and administrative expenses
Director’s fee
13.

2018
17,516,726
2,931,687
(20,778,169)
(352,881)
(31,562)

(a)

456,732
196,769
11,387,436
(3,353,616)
(3,366,687)
(54,000)

830,557
203,360
273,665
(6,042,547)
(3,307,121)
(24,000)

(b)

LEASES AND COMMITMENTS

The Bank leases its office space. The lease runs for three years with an option to renew. Previously
this lease was classified as an operating lease under IAS 17. As a result of the adoption of IFRS
16, the Bank now recognizes a right of use asset and a lease liability.
The right of use asset is shown in Note 6 of the financial statements and the lease liability is
disclosed in Note 9. Interest on the lease liability was $50,877, which is included in interest
expense in the statement of comprehensive income.
The Bank’s minimum commitment (undiscounted contractual cash flows) under the terms of the
rental lease agreement are shown below:
Rental due within one year
Rental due between one and five years

$

2019

2018

424,620
1,556,940

423,420
1,552,540

SHARE CAPITAL AND ADDITIONAL PAID-IN CAPITAL
Share capital:
Authorized, issued and fully paid-up:
6,050,000 ordinary shares of $1 each
Additional paid-in capital

2019

2018

6,050,000
27,950,000

6,050,000
27,950,000

Fiduciary
The Bank provides significant asset management and custody services to third parties. These
activities give rise to operational risk, which is the risk that the Bank may fail in carrying out
certain mandates in accordance with the wishes of its customers. To manage this exposure,
the Bank generally takes a conservative approach in its fiduciary undertakings for customers.
Credit Risk
Credit risk arises from the potential for failure of a counterparty to perform according
to the terms of the contract. The Bank’s exposure to credit risk is primarily in the form of
demand balances with banks and loans and advances to customers. The Bank primarily
places demand deposits with high quality international financial institutions, see note 4.
The loans and advances are largely short-term and are generally collateralised by assets
held by the Bank on behalf of its customers. The Bank holds positions in US treasury bills
and daily money market funds for treasury management purposes. These positions are
all short term and very liquid and placed with highly rated fund issuers. The Bank also
uses other methods, such as credit monitoring techniques, including collateral and credit
exposure limit policies.
The table below sets out the credit risk from significant financial assets and significant
concentration by geographical location of the counterparty.

EUROPE

CENTRAL & SOUTH
AMERICA
& THE CARIBBEAN

NORTH AMERICA

OTHER

TOTAL

$

–

82,968

–

–

82,968

$

130,848,603
5,984,604
23,421,991
160,255,198

3,572,428
150
107,459,006
111,114,552

26,826,887
169,914,060
1,339,548
198,080,495

27,460,000
–
70,501,406
97,961,406

188,707,918
175,898,814
202,721,951
567,411,651

$

–

50,112

–

–

50,112

$

205,840,044
2,212,686
28,166,918
236,219,648

1,922,017
331
100,272,202
102,244,662

25,534,924
11,458,389
303,428
37,296,741

17,144,579
–
37,214,330
54,358,909

250,441,564
13,671,406
165,956,878
430,119,960

As of December 31, 2019
ASSETS
Cash on hand
Due from banks:
–demand and time
Investments
Loans and advances
As of December 31, 2018

$

Additional paid-in capital represents the excess of the issue price for the Bank’s shares over their par
value and/or any contributions received from the shareholder for which no shares have been issued.
During the year the Bank declared and paid $10,900,000 in dividends (2018 – $16,500,000).
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The Bank also enters into forward currency contracts as part of its client-related activities and
manages the risks of these positions by taking offsetting positions with other financial institutions.

23,161,450
3,301,631
(35,507,333)
(3,031,343)
(38,989)

Lease commitment

14.

FINANCIAL RISK MANAGEMENT

ASSETS
Cash on hand
Due from banks:
–demand and time
Investments
Loans and advances
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FINANCIAL RISK MANAGEMENT, continued

15.

A crucial element to the mitigation of credit risk is the monitoring of collateral used for the Bank’s
Lombard lending. The Bank’s credit policy includes a well-developed process for applying
haircuts to collaterals backing the loans and advances. The haircuts are based upon several
factors including currency mismatches, ratings, maturities, and volumes traded. The use of these
combined elements produce the lending value assigned to a client portfolio. This lending value
is a portion of the gross portfolio market value, which is determined based on the credit quality
of the portfolio using external rating sources and management judgement.
(c)

Market Risk
Market risk encompasses interest rate risk, currency risk and other price risk, all of which
arise in the normal course of business. Price risk is the risk to earnings that arises from
changes in interest rates, foreign exchange rates, equity and commodity prices, and their
implied volatilities.
Interest Rate Risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of changes in market interest rates. The Bank manages its exposure
to interest rate risk by matching interest-bearing liabilities with assets of similar principal
values, interest rates and terms. In addition, because a substantial part of the Bank’s
liabilities are non-interest bearing and available on demand, the Bank invests these
funds in interest bearing deposits with terms up to three months. Therefore, the Bank’s
sensitivity exposure to reasonably possible changes in interest rates is minimal in terms
of material impact to profit or loss and equity. All balances due to customers - demand
are non-interest bearing. The Board of Directors has delegated responsibility for the
management of interest rate risk to the Bank’s Credit Committee which is supported by the
Bank’s Finance & Administration Department. The Finance & Administration Department
monitors this risk on an ongoing basis.
Currency Risk

(c)

CHF

GBP

OTHER

Market Risk (continued)

LIABILITIES
Due to banks
Due to customers
Accrued expenses
and other liabilities
Total Liabilities
Net on balance
sheet position

As of December 31, 2018
ASSETS
Due from banks
Loans and advances
Investments
Other assets and
receivables
Total Assets
Due to banks
Due to customers
Accrued expenses
and other liabilities
Total Liabilities
Net on balance
sheet position

(d)

Total Assets
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$

1,838,750
45,853,423

5,168
8,161,743

405,139
6,237,654

74,923
13,640,003

2,323,980
73,892,823

51,873
47,744,046

63,235
8,230,146

716
6,643,509

149,696
13,864,622

265,520
76,482,323

(2,495)

60,199,976

60,081051

264,317

$

$

(380,747)

EUR

CHF

GBP

OTHER

TOTAL

9,724,462
22,386,299
1,488,778

4,294,095
7,365,687
−

5,353,896
3,180,588
−

34,382,586
32,921,598
1,279

53,755,039
65,854,172
1,490,057

22,979
33,622,518

907
11,660,689

11,132
8,545,616

242,927
67,548,390

277,945
121,377,213

$

755,228
32,724,484

111,680
11,863,755

5,710,134

942,179
40,413,011

1,809,087
90,711,384

110,551
33,590,263

87,406
12,062,841

−
5,710,134

62,033
41,417,223

259,990
92,780,461

$

2,835,482

26,131,167

28,596,752

32,255

(402,152)

Liquidity Risk
Liquidity risk is the risk that the Bank will encounter difficulty in meeting obligations
associated with its financial liabilities that are settled by delivering cash or another financial
asset. The Bank manages its liquidity by matching liabilities with assets of similar maturity
periods. The table below analyses assets and liabilities of the Bank by maturity based on
the remaining period at the reporting date to the contractual maturity date. For loans and
advances, the Bank has a contractual right at any time during its term to call the facility
with the exception of one loan of $2,350,000 (2018 – 2,350,000).

TOTAL

As of December 31, 2019
ASSETS
Due from banks
Loans and advances
Investments
Other assets and
receivables

$

LIABILITIES

The Bank takes on exposure due to the effects of fluctuations in the prevailing foreign
currency exchange rates on its financial position and cash flows. The Board of Directors
sets limits on the level of exposure by currency and in total for overnight positions,
which are monitored daily. The table below includes the US$ equivalent of assets and
liabilities in currencies other than the US$. For further details on the gap related to
“other” currencies refer to note 16.

EUR

FINANCIAL RISK MANAGEMENT, continued

LESS THAN
1 MONTH

1 TO 3
MONTHS

3 TO 6
MONTHS

MORE THAN
6 MONTHS

$ 103,104,268
175,865,777
107,620,397

55,726,619
30,555
5,350,000

2,500,000
−
−

$ 386,590,442

61,107,174

2,500,000 117,219,036 567,416,652

TOTAL

As of December 31, 2019
$

$

25,656,570
19,625,604
2,517,772

819,057
7,029,624
−

6,410,321
190,903
−

13,592,001
59,894,655
2,286

46,477,949
86,740,786
2,520,058

208,417

718

39,790

575,656

824,581

48,008,363

7,849,399

6,641,014

74,064,598

136,563,374

ASSETS
Cash and due from banks
Investments
Loans and advances

27,460,000 188,790,887
2,482 175,898,814
89,756,554 202,726,951
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FINANCIAL RISK MANAGEMENT, continued

(d)

16.

Liquidity Risk (continued)

LIABILITIES
Due to banks
–Demand and time
Due to customers
–Demand and time
Liquidity gap

$

LESS THAN
1 MONTH

1 TO 3
MONTHS

3 TO 6
MONTHS

MORE THAN
6 MONTHS

TOTAL

7,877,790

−

−

−

7,877,790

473,316,798
$ 481,194,588
$
(94,604,146)

2,855,000
2,855,000
58,252,174

9,180,000
9,180,000
(6,680,000)

LESS THAN
1 MONTH

1 TO 3
MONTHS

3 TO 6
MONTHS

$ 244,391,676
142,600,431
$ 386,992,107

900,000
12,241,447
13,141,447

5,200,000
1,000,000
6,200,000

−

–

18,280,000 503,631,798
18,280,000 511,509,588
98,939,036
55,907,064
MORE THAN
6 MONTHS

TOTAL

As of December 31, 2018
ASSETS
Cash and due from banks
Loans and advances
LIABILITIES
Due to banks
Due to customers
Demand and time
Liquidity gap

$

2,617,884

378,359,244
$ 380,977,128
$
6,014,979

900,000
900,000
12,241,447

5,230,000
5,230,000
970,000

– 250,491,676
10,115,000 165,956,878
10,115,000 416,448,554
–

2,617,884

– 384,489,244
– 387,107,128
10,115,000
29,341,426

The Bank has loans and advances greater than one year in the amount of $40,949,636 (2018 $10,115,000) with the longest maturity extending to April 2029.
16.

DERIVATIVES

The Bank enters into forward currency contracts solely as part of its client-related trading
activities. Forward currency contracts are contracts to purchase and sell foreign currencies
at specific rates of exchange on specific dates in the future. Risk arises from the potential
inability of counterparties to perform under the terms of the contracts (credit risk) and from
fluctuations in the foreign exchange rates (market risk). The Bank manages the market risks of
client-related positions by purchasing offsetting positions with financial institutions, resulting in
minimal market exposure. The credit risk of the client-related positions is managed by applying
uniform credit standards maintained for all activities with credit risk. Collateral held generally
includes cash, cash equivalents and marketable securities. As of December 31, 2019, the Bank
had contractual commitments under open forward currency contracts as follows:
CURRENCY
SOLD

CAD
CAD
CAD
CAD
CAD
CHF
CHF
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AMOUNT
SOLD

CURRENCY
PURCHASED

AMOUNT
PURCHASED

SETTLEMENT
DATE

9,528,000
13,050,666
6,477,944
1,100,000
295,000
8,882,663
505,812

EUR
USD
USD
USD
USD
EUR
GBP

6,509,769
9,906,513
5,000,000
837,733
224,836
6,302,000
395,000

31-Jan-20
6-Jan-20
9-Jan-20
31-Jan-20
31-Jan-20
31-Mar-20
17-Jan-20

UNREALIZED
GAIN/(LOSS)

(8,811)
(129,101)
18,582
(8,175)
(2,108)
(41,508)
677

DERIVATIVES, continued
CHF
CHF
CHF
CHF
EUR
EUR
EUR
EUR
EUR
EUR
EUR
EUR
EUR
EUR
EUR
GBP
GBP
GBP
GBP
HKD
HKD
HKD
JPY
JPY
KRW
SGD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
Total

10,260,000
1,900,000
1,459,202
3,287,137
6,510,658
8,152,000
150,000
3,500,000
2,703,412
710,188
315,057
2,100,000
1,795,995
28,429,000
909,867
395,000
5,000,000
350,000
632,000
33,330,000
194,260,000
203,200,000
209,000,000
261,000,000
1,741,980,000
213,000
9,906,332
5,000,000
837,351
224,128
1,938,552
10,534,324
1,500,000
3,400,000
165,976
3,906,757
1,000,000
2,030,000
800,000
355,000
2,363,081
2,000,000
31,902,788
1,030,000
6,603,352
458,097
172,517
665,166
1,500,000
154,266

USD
10,571,449
USD
1,938,552
USD
1,500,000
USD
3,400,000
CAD
9,528,000
CHF
8,908,399
USD
165,991
USD
3,912,207
USD
3,030,000
USD
800,000
USD
355,000
USD
2,362,766
USD
2,000,000
USD
31,973,218
USD
1,030,000
CHF
509,063
USD
6,619,752
USD
461,037
USD
838,963
USD
4,255,820
USD
24,935,041
USD
25,931,266
USD
1,913,472
USD
2,403,766
USD
1,500,000
USD
154,602
CAD
13,054,012
CAD
6,503,179
CAD
1,100,000
CAD
295,000
CHF
1,900,000
CHF
10,260,000
CHF
1,460,702
CHF
3,291,557
EUR
150,000
EUR
3,500,000
EUR
892,786
EUR
1,816,670
EUR
710,819
EUR
315,337
EUR
2,100,000
EUR
1,797,609
EUR
28,429,000
EUR
910,671
GBP
5,000,000
GBP
350,000
GBP
132,000
GBP
510,000
KRW 1,746,724,980
SGD
213,000

31-Mar-20
30-Apr-20
6-May-20
19-Jun-20
31-Jan-20
31-Mar-20
7-Jan-20
29-Jan-20
31-Jan-20
21-Feb-20
27-Feb-20
28-Feb-20
4-Mar-20
31-Mar-20
30-Oct-20
17-Jan-20
9-Jan-20
17-Jan-20
31-Jan-20
6-Jan-20
3-Feb-20
11-Mar-20
7-Jan-20
28-Feb-20
19-Mar-20
9-Sep-20
6-Jan-20
9-Jan-20
31-Jan-20
31-Mar-20
31-Mar-20
30-Apr-20
6-May-20
19-Jun-20
7-Jan-20
29-Jan-20
31-Jan-20
31-Jan-20
21-Feb-20
27-Feb-20
28-Feb-20
4-Mar-20
31-Mar-20
30-Oct-20
9-Jan-20
17-Jan-20
30-Jan-20
31-Jan-20
19-Mar-20
9-Sep-20
$

(103,241)
(41,692)
(21,466)
(38,051)
7,812
68,158
(2,391)
(22,032)
(9,204)
561
218
(2,153)
(23,171)
(111,422)
(10,370)
2,684
(13,545)
(3,398)
(13,271)
(44,538)
(116,729)
(267,651)
(11,328)
(6,952)
(9,832)
(4,001)
131,854
815
8,557
2,813
140,191
41,692
23,021
42,634
2,406
27,474
3,678
12,310
147
96
1,839
24,983
181,520
11,725
29,938
6,335
2,704
11,840
13,928
4,333
(241,064)
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DERIVATIVES, continued

17.

As of December 31, 2018
CURRENCY
SOLD

CAD
CAD
CAD
CAD
CAD
CHF
CHF
CHF
EUR
EUR
EUR
EUR
EUR
GBP
GBP
GBP
HKD
NOK
SGD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
XAU
XAU
Total

AMOUNT
SOLD

CURRENCY
PURCHASED

AMOUNT
PURCHASED

SETTLEMENT
DATE

61,000
5,886,696
133,217
5,900,000
1,542,417
2,631,626
974,217
12,345,932
39,900
2,333,000
110,000
2,000,000
56,070,077
778,738
98,997
3,551,637
201,575,000
19,201,594
245,000
4,467,672
100,000
4,515,090
1,190,693
12,684,386
64,488,018
1,705,319
179,413
502,230
5,397,258
410
4,330

EUR
USD
USD
USD
USD
EUR
GBP
USD
CAD
CHF
GBP
NOK
USD
CHF
EUR
USD
USD
EUR
USD
CAD
CAD
CAD
CAD
CHF
EUR
GBP
JPY
XAU
XAU
USD
USD

40,317
4,468,011
100,000
4,517,785
1,191,281
2,333,000
778,738
12,711,143
61,000
2,632,099
99,091
19,254,448
64,609,337
977,335
110,000
4,604,883
25,808,587
2,000,000
179,452
5,886,696
133,220
5,900,000
1,544,853
12,413,669
56,102,581
1,331,490
245,000
410
4,330
502,189
5,397,258

29-Mar-19
4-Jan-19
10-Jan-19
31-Jan-19
29-Mar-19
Various
29-Mar-19
Various
29-Mar-19
Various
1-Feb-19
29-Mar-19
Various
29-Mar-19
1-Feb-19
Various
30-Jan-19
29-Mar-19
17-May-19
4-Jan-19
10-Jan-19
31-Jan-19
29-Mar-19
Various
Various
Various
17-May-19
31-Jan-19
31-May-19
31-Jan-19
31-May-19

UNREALIZED
GAIN/(LOSS)

$

1,697
150,628
2,279
186,842
57,297
(10,466)
(2,476)
(31,510)
(1,220)
10,950
225
(73,350)
(114,923)
5,656
(105)
63,365
45,246
79,444
(1,183)
(150,289)
(2,277)
(184,152)
(54,935)
127,231
272,715
(2,532)
1,222
25,519
223,582
(24,398)
(202,726)
397,356

The contract amounts of these instruments reflect the extent of the Bank’s involvement in forward
currency contracts and do not represent the Bank’s risk of loss due to counterparty non-performance.
Credit risk is limited to those contracts with a positive fair value.
In addition to the above, the Bank also held other derivatives consisting of index futures and
foreign exchange over the counter (OTC) contracts at December 31, 2019 which carried a
net unrealized gain amount of $151 (2018: $Nil). Total nominal value of the contracts were
$30,000,000 (2018: $16,188,417).
17.

FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value estimates are made at a specific point in time, based on market conditions and
information about the financial instrument. These estimates are subjective in nature and involve
uncertainties and matters of significant judgment and therefore, cannot be determined with
precision. Nevertheless, fair values can be determined within a reasonable range of estimates.
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FAIR VALUE OF FINANCIAL INSTRUMENTS, continued

The non-derivatives financial instruements utilized by the Bank are either short-term in nature
or have interest rates that automatically reset to market on a periodic basis. Accordingly, their
estimated fair values are not significantly different from their carrying values.
IFRS 13 specifies the hierarchy of valuation techniques based on whether inputs to those
valuation techniques are observable or unobservable. Observable inputs reflect market data
obtained from independent sources; unobservable inputs reflect the Bank’s market assumptions.
These two types of inputs have created the following fair value hierarchy:
Level 1 – Quoted prices (unadjusted) in active markets for identical assets or liabilities. This
level includes listed equity securities and debt instruments on exchanges (for example, London
Stock Exchange, Frankfurt Stock Exchange, New York Stock Exchange) and exchange traded
derivatives like futures (for example, NASDAQ, S&P 500).
Level 2 – Inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly (that is, as prices) or indirectly (that is, derived from prices). This
level includes the majority of the OTC derivative contracts. The sources of input parameters like
LIBOR yield curve or counterparty credit risk are Bloomberg and Reuters.
Level 3 – Inputs for the asset or liability that are not based on observable market data
(unobservable inputs). This level includes equity investments and debt instruments with significant
unobservable components.
The hierarchy requires the use of observable market data when available. The Bank considers
relevant and observable market prices in its valuations where possible.
The table shows the fair value hierarchy levels for financial assets and liabilities carried at fair value.
As of December 31, 2019
Financial assets designated at fair value
Investments

LEVEL 1

LEVEL 2

LEVEL 3

TOTAL

$ 175,898,814

–

–

175,898,814

–

945,276

–

945,276

Total assets at fair value

Derivatives

$ 175,898,814

945,276

–

176,844,090

Financial liabilities designated at fair value
Derivatives

$

–

1,186,189

–

1,186,189

Total liabilities at fair value

$

–

1,186,189

–

1,186,189

LEVEL 1

LEVEL 2

LEVEL 3

TOTAL

13,671,406

–

–

13,671,406

–

1,487,691

–

1,487,691

As of December 31, 2018
Financial assets designated at fair value
Investments

$

Derivatives
Total assets at fair value

$

13,671,406

1,487,691

–

15,159,097

Financial liabilities designated at fair value
Derivatives

$

–

1,090,335

–

1,090,335

Total liabilities at fair value

$

–

1,090,335

–

1,090,335

Investments are primarily made up of US Treasury Bills which are short term in nature along with
money market funds with daily net asset values. Due to the short term and highly active nature
of these assets, their carrying amount for IFRS 9 purposes are considered to be the same as their
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NOTES TO FINANCIAL STATEMENTS

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2019
(Expressed in United States dollars)
17.

YEAR ENDED DECEMBER 31, 2019
(Expressed in United States dollars)

FAIR VALUE OF FINANCIAL INSTRUMENTS, continued

21.

fair value. No ECL has been applied to these investments. There has been no transfer of financial
instruments between level 1 and level 2 during the period.
18.

ASSETS UNDER MANAGEMENT

The Bank provides custody, investment management and advisory services to individuals,
corporations, trusts and other institutions, whereby it holds and manages assets or invests funds
received in various financial instruments at the direction of the customer. The Bank receives fee
income for providing these services.
Assets under management are not assets of the Bank and are not recognized in the statement
of financial position. The Bank is not exposed to any credit risk relating to such placements, as
it does not guarantee these investments. Assets under management include portfolios of wealth
management customers for which the Bank provides discretionary or advisory asset management
services. At the reporting date, the Bank held a significant amount of assets under management.
19.

TAXATION

SUBSEQUENT EVENTS

Following the World Health Organization’s declaration in March 2020 that the epidemic of
coronavirus (COVID-19) is a pandemic, many governments have taken strict measures to help
contain or delay the spread of the virus. The pandemic resulted in a significant increase in
economic uncertainty, materialized in particular by the volatility of certain assets impacted by
the stock markets, as well as exchange rates. This crisis has affected markets and day to day
activities significantly. The coronavirus epidemic, its consequences and related measures are
events after the reporting date (December 31, 2019) that do not require adjustment of these
consolidated financial statements. Thus, there is no impact on the recognition and measurement
of assets and liabilities at the reporting date.
The Bank has performed subsequent analysis on its financial statements as well as reviewing any
going concern issues as a result of this situation. The Bank has determined that the effects of this
crisis do not give rise to any material adjustments or a business going concern issue.
The Bank has further evaluated subsequent events from the reporting date through the date on
which the financial statements were approved for issuance and determined that there are no
other items to adjust or disclose.

At the reporting date, no corporate or capital gains taxes are levied in the Commonwealth of The
Bahamas and accordingly, no provision for such taxes has been recorded.
20.

CAPITAL MANAGEMENT

The Bank’s objectives when managing capital, which is a broader concept than ‘equity’ on the
face of the statement of financial position, are:
•

To comply with the capital requirements set by the Central Bank of the Bahamas (“the
Central Bank”);

•

To safeguard the Bank’s ability to continue as a going concern so that it can continue to
provide returns for its shareholder/beneficial owners and benefits for other stakeholders; and

•

To maintain a strong capital base to support the development of its business.

As prescribed by the Guidelines for the Management of Capital and the Calculation of Capital
Adequacy issued by the Central Bank, the Bank is required to maintain a capital adequacy
ratio of at least 8%, which is calculated by dividing the Bank’s total eligible capital by its total
risk-weighted exposures. Capital adequacy and the use of regulatory capital are monitored by
the Bank’s management, employing techniques designed to ensure compliance with guidelines
established by the Central Bank. The required information is filed with the Central Bank on a
quarterly basis. The table summarizes the composition of regulatory capital and shows the capital
adequacy ratio of the Bank as of the reporting date. During 2019 and 2018, the Bank has
complied with all of the externally imposed capital requirements to which it was subject.
2019
Eligible capital
Share capital and additional paid-in capital
Retained earnings
Less Adjustments to Tier 1 Capital
Total eligible capital
Risk-weighted assets
Capital adequacy ratio
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$

2018

$

34,000,000
25,421,204
(577,767)
58,843,437

34,000,000
10,983,771
(823,085)
44,160,686

$

193,910,640

182,701,960

30%

24%

FINANCIALS 47

C A P I TA L U N I O N B A N K LT D .

Lawrence D. Howell
Chairman of the Board

Christopher Lightbourn
Director

“Lonnie” brings over 35 years of experience in Financial Services and Private
Banking. He is the co-founder of EFG International and served as its Chief Executive
Officer until June 28, 2011. Prior to EFGI, he served as Head of Americas at Coutts
& Co. International Private Banking from 1989 to 1995 and was responsible for
all clients domiciled in the Americas as well as all Coutts & Co’s offices in the US,
the Bahamas, Bermuda, Cayman and Latin America. Before this, he also served
as Head of Americas and Asia in Zurich of Coutts & Co. From 1986 to 1989,
he served as Vice President in charge of Swiss Super High Net Worth Clients
at Citibank Switzerland. From 1985 to 1986 he was with McKinsey & Co. LH
served as Chief of Staff for the Head of Private Banking for Europe, Middle East
and Africa of Citibank from 1981 to 1984. He started his career as internal legal
counsel with Citibank from 1978 to 1981. Mr. Howell holds a BA and JD from the
University of Virginia.

Christopher Lightbourn began his professional career as a CPA in New York City
auditing banks with Peat, Marwick, Mitchell & Co. and later Price Waterhouse
before returning to the Bahamas in 1984. He has been involved in construction,
development and shipping in the Bahamas for more than thirty years. He has served
as Capital Union Bank’s independent director since inception. Between 2005 to
2013, he served as independent director for EFG Bank & Trust in the Bahamas.
He also serves as director for several local companies. Christopher Lightbourn has
a Bachelor of Science degree in Commerce from the University of Virginia, U.S.A.

Clément Ducasse
Director
Prior to founding Capital Union Bank in 2013, Clément co-founded Union Capital
Group SA in 2006 which has become a highly successful boutique financial
advisor specializing in Capital Markets via derivatives & structured solutions
dedicated to the private banking sector in Switzerland, Europe & Latin America.
Furthermore, Clément is administrator of Lake Geneva Investments Partners, a
Finma regulated asset manager focusing on niche investment strategies currently
overseeing AUM’s in excess of USD 500 million. Clément formerly developed his
expertise by working at HSBC Corporate & Investment bank as a derivatives and
structured products specialist dedicated to family offices and independent asset
managers in Europe. Clement earned a bachelor’s in Business Administration from
ESSEC Business School in Paris.

Ludovic Chéchin-Laurans
Managing Director
Ludovic was formerly Deputy CEO at EFG Bank AG & member of the Executive
Committee of EFG International up to September 2013. Between 2011 to 2012,
he served as Managing Director for EFG Bank & Trust in the Bahamas and CEO of
the Caribbean Region for EFG International. From 2005 to 2011, Ludovic initiated
and managed several banking entities for EFGI: founder and co-CEO of EFG Bank
(Luxembourg) SA, CEO and Board Member of EFG Banque Privée in Paris, coCEO of EFG Bank Madrid and Barcelona, and co-CEO of EFG Bank in Denmark.
Prior to joining EFG International, Ludovic Chéchin-Laurans had served in several
positions for BNP Paribas Group, at General Inspection from 1999 to 2001, as
Territory Head of Compliance for BNP Paribas Bank & Trust and UEB Bank & Trust
in Nassau, from 2001 to 2003, and as Head of Private Banking and deputy CEO
for UEB Luxembourg, from 2003 to 2005. Ludovic holds a MBA in Finance from
ESCT (France).
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LaTonia Symonette-Tinker
Director
LaTonia has over 25 years’ experience in Financial Services. She is the Founder and
Managing Director of The Bayshore Group LLC in Nassau, The Bahamas, a successful
professional corporate services provider established in 2013. From 2005 to 2013
she held the positions of Head of Operations and Money Laundering Reporting
Officer (MLRO) and Compliance Head & Legal Advisor at Swiss Financial Services
(Bahamas) Ltd. with responsibility for Operations Management, Compliance and
Legal Services to the Group (Cayman Islands, Ireland, Singapore, Switzerland,
USA). Before that, she was the Compliance & Legal Officer at Santander Bank &
Trust (Bahamas) Ltd., having also held the position of Trust Officer. She is a subject
matter expert with respect to Bahamian and international banking laws, rules
and regulations. She currently serves as Advisor and Consultant to the Bahamas
government for the Ministry of Financial Services, which deals with the promotion
and development of the financial services industry. She also serves as Director
for several local companies and is on the Advisory Board of the Association of
Financial Crime Specialists (ACFCS) in Miami/FL, USA. LaTonia is a Certified AntiMoney Laundering and Compliance Specialist (CAMS), and has a BS in Marketing
Management from St. Peter’s University, USA, and a CPE in Law (Accelerated
Postgraduate Diploma) from City University, UK.

Management Committee
Ludovic Chéchin-Laurans, Chief Executive Officer
Mikeiko Brown, Chief Financial Officer
Clément Ducasse, Head of Capital Markets
Antoine Lacourt, Chief Investment Officer
Rolf Schuermann, Head of Risk
Luciana Silvera, Chief Operating Officer
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“Man cannot discover new oceans
unless he has the courage to lose
sight of the shore.”
André Gide
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www.capitalunionbank.com

