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WHO WE ARE

WHO ARE OUR CLIENTS

Capital Union Bank Ltd (“CUB”) is
an independent banking institution,
incorporated and headquartered in the
Commonwealth of The Bahamas. CUB
was founded in 2013 by a group of
renowned financiers and entrepreneurs
who have dedicated their careers to
providing first-class, innovative solutions
to the capital markets and wealth
management industry.

We cater to a sophisticated client base
from around the world. Our clients are
institutions (fund managers, pension
funds, foundations, banks, insurance
companies, digital assets firms), financial
intermediaries (external asset managers,
independent financial advisors) and
qualified investors (family offices,
entrepreneurs, Ultra High Net Worth
Individuals). We source our clients either
directly or through our large network of
affiliates and business introducers.

WHERE WE ARE
We are based in The Bahamas, a stable
international center with a longstanding
tradition in financial services. The
Bahamas has evolved from being an
“offshore center”, with all that the word
connotes, to a world’s premier destination
for financial innovators, today being
a major hub for digital assets and
blockchain services besides traditional
wealth management. Our affiliate
network affords us the opportunity to
extend our reach across the globe,
allowing us to best serve our clients near
and far.

WHAT MAKES US UNIQUE
We provide a unique combination of
expertise and market access within the
controlled framework of a regulated
bank and with an entrepreneurial mindset
to doing business. Our partners and
relationship managers understand the
value of a highly tailored client experience
in a world where corporate control
has made global banks inflexible and
bureaucratic. We remove unnecessary
layers of processes to provide solutions
that meet the specific needs of our clients
in the most efficient and relevant way.

WHAT IS OUR VISION
WHAT WE OFFER
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We offer a unique gateway to financial
markets; we trade the full array of
financial markets on a 24h/5 basis
providing unrivalled market access
and liquidity. We offer high flexibility
in banking solutions and are able to
comprehensively address client needs
when it comes to advisory, custody
and lending. We offer direct access to
decision makers; we believe in seamless
processing and we know how to make
things happen.

We aspire to leverage our strong
positioning to become a globally relevant
gateway, bridge, coordinator, enabler
and central interface between financial
industry participants and financial
markets. We connect the old and the new
financial worlds. We actively partake
in the positive disruption of financial
services and play a relevant role in the
new ecosystem that will emerge out of
blockchain based technologies. We will
identify and incubate the best innovators
in banking blockchain solutions and work
with them to build the future of banking.

5

CONTENTS
Letter from the Chairman. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8
Letter from the Chief Executive Officer. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11
Global Network. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14
Initiatives & Sponsored Associations. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16
Corporate Social Responsibility. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18
Partnerships & Alliances. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20
Financials. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24
Independent Auditors’ Report. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26
Financial Statements. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28
All scenic Bahamas photos by Alessandro Sarno
as seen in the coffee table book, Eleuthera The Garden of Freedom
6

@Alessandro Sarno | www.thelonesomephotographer.com

7

LETTER FROM THE CHAIRMAN

As suggested in my chairman’s letter last year, the
markets in 2021 have been full of excitement with
further rounds of Covid-19 variants, increasing
risk appetite, dramatic upticks in value for
crypto related assets and continuing large cap
technology stock performance. 2022 on the other
hand has brought a completely new environment
with the war in Ukraine, skyrocketing inflation,
dramatic increases in current and predicted
interest rates on the part of the Central Banks,
and a dramatic deflation of high-risk appetite
driven valuations, particularly in the crypto and
technology spaces. As I indicated last year, once
short rates move over 3% and/or the longer rates
move over 5%, we are likely to see pyrotechnics
in the stock markets. Now that short rates are
projected to move over 3% before year end and
longer rates are in the 3% range, we have arrived
at the point where the precipitous declines in the
markets were predictable and where continuing
declines are likely until we have seen the tide turn
on interest rate increases relative to expectations.
Elevated inflation, substantially higher interest
rates and reduced economic activity are unlikely
to have a beneficial impact on stock market
valuations in the near term. Obviously, as is
always the case, individual companies will
emerge as extraordinary buying opportunities.
Highly leveraged positions are likely to come
under pressure and, if not carefully managed, will
result in significant loss recognition at prices that
in the future will look ridiculously cheap. Caution
needs to be the watchword of the day, at the same
time opportunity lurks in the darker shadows of
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distress. The global economic system is not broken,
we are just reverting to more normal cycles which
inevitably occurs when valuations are far beyond
reasonable business expectations.
In general, 2021 was a relatively calm period
characterized by stability amongst the large tech
companies and progressive weakness amongst
smaller technology and biotech companies in
the latter half of the year. All of this was an early
indicator of a progressive risk off environment
anticipating interest rate increases in the course
of 2022. Given the economic surroundings, CUB
had the good fortune to achieve another strong
result with profits up 100% from prior year. This
was substantially enhanced by our trading and
wealth management activities as well as by our
engagement with various elements of the crypto
markets, at client request and risk, without
incurring Capital Union Bank balance sheet risk.
Net interest income stayed under pressure as our
lending book did not increase substantially from
the prior year and as short term interest rates
continued to decline during the course of most of
2021. Despite our continued growth in revenues,
credit losses and operating losses have remained
at minimal levels. It is worth noting that we have
continued our policy of executing transactions for
clients as agents and not taking balance sheet
positions in our trading book. Whereas taking
balance sheet risk is always a tempting avenue to
follow in bull markets, we feel avoiding proprietary
trading is a conservative and defensible approach
to ensuring consistent and foreseeable levels of
growth without undue risk.

We did add significantly to our staffing during the
course of the year to accommodate substantial
increases in trading and business volumes so
that by year end, the bank employed 50 staff
members up from 34 the prior year. As we
have indicated in the past, we feel the key to
the success of Capital Union Bank has been the
quality and dedication of our staff. We continue
to emphasize recruiting experienced, motivated
and committed staff members many of whom we
have had the good fortune to work with in prior
lives and without whom this year’s growth rate
would not have been possible.
Whatever the future holds for us we look ahead
with a sense of confidence that we can manage
the marketplace volatility we are currently
encountering, and that we should continue to
benefit from the activity generated by our clients
in these opportunity rich times. We will continue
to focus our efforts on attracting more quality staff
with relevant experience and the kind of ethical/
moral outlook that must underpin any banking
business aspiring to attain long term success.

supervision of the Central Bank of The Bahamas
and the Securities Commission of The Bahamas
who are our two main regulatory bodies.
Based on first half results we have had a good
start to the new year and good fortune willing,
the business growth rate seems to be sustainable
despite the turbulent marketplace assailing us
at the current time. In conclusion, let me thank
our clients and other ecosystem partners who
continue to make our ongoing service offering
a success.

Lawrence D. Howell
Chairman
Capital Union Bank

On that note, I would like to take a few lines to
thank all of the various organizational constituents
whose hard work and commitment made another
outstanding year possible, ranging from our
back-and-middle office, IT, finance, risk and
compliance colleagues, the trading and front
office staff as well as management and of course
the board of directors whose objectivity has
served to steady our approach to the business
over time. Last but not least, we have benefited
from the cooperative, responsive, and informed
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It is with enthusiasm that I write to you today,
closing my first year as CEO and heading into a
second year that will doubtless be challenging,
yet a source of great opportunities. I want to start
by congratulating my predecessor and original
co-founder, Ludovic Chechin-Laurans, for his
accomplishments and leadership. Ludovic will
continue to serve on the Board and I look forward
to many more years of fruitful collaboration with
him as well as my other fellow colleagues of the
Board and management team.
Since starting its operations in spring 2014,
Capital Union Bank has grown to become one
of the largest and most trusted independently
owned banks in The Bahamas, a testament to our
founders’ vision that demand for sophisticated
international banking services remains unmet
and that The Bahamas should prove to be the
perfect home to develop innovative ways to
service the needs of financial intermediaries and
professional clients.
Their vision has been proven right. The
Bahamas has rapidly evolved in the last years
to become a leading hub of innovation for
financial services, being the first country to
issue a Central Bank Digital Currency and one
of the first nations to adopt a comprehensive
regulatory framework for digital assets. With
our roots and entrepreneurial mindset, we are
today uniquely positioned to be the bridge
between sophisticated investors and digital
assets markets.
As a forward-looking institution we are firmly
committed to continue to innovate and to pave
the way for better and more integrated banking
services. This will be demonstrated in 2022
through a range of cutting-edge technological
developments which will substantially enhance
our offering and client experience. At Capital
Union Bank, our clients gain access to all

markets and to a differentiated approach to
wealth management. We will continue to guide
them through volatile markets to ensure that
their wealth is protected.
Looking back on 2021, we feel fortunate to
have delivered a seventh consecutive year of
growth. Our net income has doubled to USD
50 million and our equity and total assets
now stand at USD134 million and USD1,562
million respectively. Our loan book has grown
conservatively during the same period to USD
411 million and our balance sheet remains
very liquid and low-risk. We have continued to
successfully expand our network of counterparties
and today are able to leverage the services of
dozens of investment grade rated correspondent
banks, brokers and sub-custodians. Whilst we
are mindful of the challenging geopolitical and
economic conditions we continue to look ahead
with confidence, with the aim to deliver strong
sustainable growth in 2022 and beyond.
Our achievements would not have been possible
without the trust of our clients and without the
hard work of our colleagues. I am grateful to
be surrounded by the exceptional dedication of
a young and motivated workforce and I cannot
thank enough the people of The Bahamas
for their support and hospitality. We will in
turn continue to give back to our community
through our events and sport sponsorships, our
training and education programs as well as our
philanthropic contributions.
Thank you to all who have made Capital Union
Bank what it is today. I am excited to write our
next chapter and I look forward to the many
more accomplishments to come.

Patrick Zbinden
CEO
Capital Union Bank
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GLOBAL
NETWORK
As a member of the UCAP Group, Capital Union Bank’s
reach extends beyond The Bahamas, to Europe, North
America and Asia, with other group financial companies
located in Geneva, London, Bermuda, Miami, Taiwan,
Hong Kong, Singapore and Dubai (www.ucapgroup.com).
Through the broader UCAP Alliance(1), our clients gain
privileged access to additional services with specialized
firms active in the areas of asset management, wealth
management and wealth planning.

Partner Institutions include IOK Ltd, Premium Life Insurance, Spirit
Asset Management S.A., Union Securities Switzerland and Lake Geneva
Investment Partners.
(1)
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INITIATIVES &
SPONSORED
ASSOCIATIONS
Corporate Social Responsibility is deeply
anchored in CUB’s core values. Our three
pillars of focus are: education, sport and
philanthropy. We are proud to be a partner,
sponsor and advocate for initiatives that
make noticeable differences throughout
The Bahamas and we are committed
to doing our part to make meaningful
contributions to our community.

The RAN Sevens Qualifiers

Swing for Scholarships VI

As a longtime sponsor of the Renegades Football
Team, we are pleased that games have resumed
and that we can actively support the Youth Teams.
This season, the Renegades were champions
across 4 divisions in the Bahamas Football
Association Youth Cup Tournaments; and quite a
few players proudly represented The Bahamas at
an international level.

Over the last year, we served as the proud
‘Presenting (Master) Sponsor’ for LCIS’ Swing
for Scholarships VI, a golf tournament that was
held on May 13th, 2022 at the Lyford Cay Golf
Course. The fun-filled day of golf was all for a
great cause with all proceeds directly supporting
scholarships for Bahamian students at LCIS.
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In late April 2022, The Bahamas hosted The
Rugby World Cup Sevens & Commonwealth
Games Qualification Tournament for Rugby
Americas North (RAN). CUB had the privilege
of being the event’s ‘Title Sponsor’. Scores
of colleagues went to support The Bahamas
National teams over the two day event.

WSC Renegades Football Team

We financially support the following non-profit organizations:

Lend a Hand
Bahamas is a
Bahamian nonprofit
organization working to
bring more opportunities
and activities to areas of
the Bahamas.

The Royal Bahamas
Police Staff
Association was
established 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.

Order of the Eastern
Star Bahamas Annual
Christmas Toy Drive —
This organization was
established in 1850
to support friendship
and fellowship among
its members and
philanthropy in the
community, including
a strong scholarship
program and charities. It
encourages service to our
Order with charity, truth
and loving kindness for
the good of all mankind.

The Salvation Army
in The Bahamas is widely
known for its work with
the blind and visually
impaired. The School
for the Blind has its
beginnings in Grants
Town in 1948 and the
Workshop for Blind
Adults began a year
later. Both the school
and workshop have
had several locations
over the years before
settling at their current
locations on Mackey
Street and Ivanhoe Road,
respectively.
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CORPORATE
SOCIAL
RESPONSIBILITY

Founded as a small community school 60 years
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 to the LCIS Annual Fund
from our community members and corporate
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 Tuition Assistance Porgramme, the
most robust in The Bahamas, that has provided
more opportunities for Bahamian students to
attend LCIS. With over $785k in ﬁnancial aid
and scholarships annually awarded to Bahamian
students, a life-changing education at our topclass school is provided to those who could not
otherwise afford to attend.
Gifts restricted to the Tuition Assistance Programme
are set aside each year for students applying in the
following year, allowing us to make a proactive
long-term commitment to local students. The fact
that funds raised each year are used to support
ﬁnancial aid and scholarship budget allotments
two years out allows the school ease in ﬁnancial
planning as well as provides security to the
families supported by the programme. Recipients
and applicants can rest assured that funds will be
available in future years.
In the 2020-21 ﬁscal year, the amount of funds
raised for the LCIS Annual Fund were still
affected by the COVID-19 pandemic. The fact
that the support of the community and corporate
partners still allowed us to raise the scholarship
funding needed for the 2022-23 school year
enabled us to retain our current scholarship
students and to welcome additional students to
our diverse community.
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Donations from our community and corporate
partners during the 2020-21 school year, even
amidst the COVID-19 pandemic and economic
challenges, allowed us to meet pivotal needs
of the school. This continued show of support
enabled us to raise $433,642 in donations
for the LCIS Annual Fund with 77% of those
donations allocated to support the Tuition
Assistance Programme.
Each year, demand from talented local students
increases, and with the opening of the state-of-theart new Upper School campus, we were able to
increase the number of spaces available through
this vital programme. With 16% of our student
population beneﬁtting from awards ranging from
15-100% of tuition.
As a non-proﬁt, 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 to help
educate the leaders of tomorrow. Thank you.
Student Features
Please scan the QR codes below to meet one of our
current scholarship recipients, Gabriella Joseph.
She has excelled academically and socially since
joining our school community and has been a
valued addition to the classrooms.

Point phone camera at QR code
to view Gabriella’s video.

Rebecca Massey
Development Coordinator
Lyford Cay School
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PARTNERSHIPS
& ALLIANCES

WSC Renegades FC 2021-22 Season
It was great to return to soccer in late 2021, after
over 18 months of COVID related interruptions.
Our players, young and old alike, were excited
to get back out on the field, playing the game
they love with their friends and team-mates.
Our club, which was originally founded in the
late 1980’s as Club Lyford Cay FC, remains
a community-based club, based at St. Paul’s
field in western New Providence, open and
accessible to players of all backgrounds and
skill-sets. Whether you have played soccer all of
your life, or never played at all, our philosophy
at Renegades is to welcome everyone to our
club. We believe that soccer is a game for
everyone and the exposure to greater diversity
improves not only our club but the personal
growth of our players.
While the season was shortened, it was a very
successful one for Renegades on the field. We
were victorious in the Under 13, Under 15 and
Under 18 boys’ divisions in the Bahamas Football
Association Youth Cup Tournaments with our
Men’s team also winning their cup tournament.
For the 1st time in the club, we fielded an Under
13 Girls team, who too were victorious in their
tournament. Additionally, several of our players
represented The Bahamas at the senior level and
some of our younger boys are currently training
for the Bahamas Under 17 team to participate in
an international tournament later this year.
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We look forward to a return to a full schedule
of games for the 2022-23 season and the
resumption of our annual tournament in March
2023, one of the largest gatherings of youth
soccer players in The Bahamas.
We are very grateful and appreciative of the
continued sponsorship of Capital Union Bank.
The Bank remains an essential element to the
success of our club and to our ability to play
our role in the development of football and
young persons in The Bahamas. Your generous
sponsorship allows us to support our players
and coaches’ development and we look
forward to your continuing partnership with
the Renegades FC.
Gavin Watchorn
President
www.renegadesfcbahamas.com
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PARTNERSHIPS
& ALLIANCES
CUB Partnership with BRFU
As part of an ongoing, long term partnership with
Capital Union Bank and Bahamas Rugby, we are
delighted to announce CUB as our Title Sponsor.
As a sporting federation the Bahamas Rugby
Football Union (BRFU) is a committed group
of passionate individuals, who desire to leave
a Rugby legacy in The Bahamas. We aim to
improve Bahamas Rugby through a concentrated
and direct focus on four key areas, to enhance
our community and engage a wider national
audience. These four key areas are: Elite/
International Rugby, Women’s Rugby, Youth
Rugby, and Club/Domestic competition.
During the 2021-2022 season we have had a
slow and cautious return to play following a long
offset due to the COVID-19 pandemic. Whilst the
return to play protocols were closely followed,
we have returned to many formats of the game.
The Union was fortunate to have Rugby Americas
North (RAN) Regional Training Manager – Mr.
Scott Harland visit in November 2021 to lead
a Level 2 World Rugby coaching course where
11 keen coaches gained an excellent knowledge
base and education for coaching the future
development of Bahamas Rugby.
We also enjoyed success in a rapidly developing
version of the game, Sand Rugby. Winning all of
their group stage games, The Bahamas Beach
Rugby team were narrowly beaten in the semi-finals
of the Fort Lauderdale RAN Beach 5s competition
(January 2022), a team that gave an exceptional
performance despite being plagued by injury and
many players contracting the COVID-19 virus the
week before travel to the event.
Due to the abrupt cancellation of the “Mexico
Super 7s” The BRFU were quick to volunteer as
a host nation for the RAN 7s Qualifiers. This
qualifying event was for the 7s Rugby World
Cup (RWC) and Commonwealth Games (CWG).
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Having gone through a vigorous bidding process,
receiving permission from the Ministry of Sports,
Ministry of Health and the Prime Minister, we
were successful in winning the bid to host this
international event.
When asked “What does it mean for The
Bahamas to host the RAN 7s event?” The
answer was simple, it means excitement, it
means progress and it means that Rugby gets
moving again.
Due to the COVID-19 pandemic, it has been a
tough two years for all nations, but in particular
the Caribbean nations with restrictions,
lockdowns and protocols making sport incredibly
inaccessible. It was an excellent opportunity to
play against some of North America’s (and the
World’s) best Sevens teams. It was a showcase
event which demonstrated the talent in North
America and at the same time put The Bahamas
on the map as a premier destination for Rugby
in the region.
The hope is that this event will bring players back
to the community, generate a buzz about the
game and inspire Bahamian youth to come out
and play our wonderful sport!
It was fantastic to see The Bahamas back on
the international scene after such a long period
without that level of competition. We are incredibly
proud of Kevin Deveaux making the RAN “Dream
Team” for the event and he is commended for his
performance at the tournament. We would like to
extend congratulations to both Canada Men and
Canada Women on winning the International
RAN 7s Qualifiers (April 2022) and their
qualification along with Jamaica Men. We hope
that they represent the region admirably in both
the CWG Birmingham 2022 and RWC 7s South
Africa 2022.

It was amazing to be part of such a landmark
event, something that was made possible by the
sponsorship from CUB. Together we have the
potential to demonstrate that rugby is back and
it’s back in a big way. Hopefully this will generate
a lot of interest locally and further afield and The
Bahamas can be seen as the most desirable
Sports Tourism destination for all visitors to our
paradise. After all, “It’s better in The Bahamas!”
More recently we have returned to our club and
domestic competition, with a 10s challenger
series over 3 dates in both Nassau and Freeport.
This has been an excellent way to prepare our
clubs for the 2022-2023 season, acting as
an introduction for some young players and
a brilliant precursor for the exhilaration of our
much anticipated return to both the Nassau Cup
and The Bahamas Cup towards the end of 2022.
The Youth programme has seen great numbers
returning to practice on Saturdays for sessions
with Head Coach and Youth Development Officer
– Karl Rogers. We have recently purchased a
jitney bus to transport children to these practices
from inner city areas and we are excited for the
many developments and opportunities ahead for
the young men and women in the programme.
The BRFU is incredibly proud of the work that
has been achieved during 2021-2022 season
by volunteers, coaches, players, stakeholders
and investors. As we draw nearer to the 20222023 season we are eager for the return
of competition, touring teams, increased
engagement and a bright future. We look
forward to our continued partnership and
further development of Bahamas Rugby.
Adam Waterhouse
President
Bahamas Rugby Football Union
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INDEPENDENT AUDITORS’ REPORT
To the Board of Directors of
Capital Union Bank Ltd.:

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 Group or to cease operations, or has
no realistic alternative but to do so.

Opinion

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

We have audited the financial statements of Capital Union Bank Ltd. (the “Bank”), which comprise the
statement of financial position as at December 31, 2021, and the statement of comprehensive income,
statement of changes in equity and statement of cash flows for the period then ended, and notes to the
financial statements, including a summary of significant accounting policies.

Auditors’ Responsibilities for the Audit of the Financial Statements

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at December 31, 2021, and its financial performance and its cash flows for the
period 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 Group in accordance with the 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 Matter
The audit of the company’s prior year financial statements, dated December 31, 2020, were conducted by
another auditor, who expressed an unmodified opinion on those statements on April 30, 2021.

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 Group 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.

Other Information
Management and those charged with governance are responsible for the Other Information. The Other
Information comprises the information included in the Capital Union Bank Ltd. 2021 Annual Report (the
“Annual Report”), but does not include the financial statements and our auditors’ report thereon. The Annual
Report is expected to be made available to us after the date of this auditor’s report.
Our opinion on the financial statements does not cover the other information and we do not express any form
of assurance conclusion thereon.
In connection with our audit of the financial statements, our responsibility is to read the other information 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 of this other information,
we are required to communicate the matter to those charged with governance.

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.

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.
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June 30, 2022
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C A P I TA L U N I O N B A N K LT D .
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STATEMENT OF FINANCIAL POSITION

STATEMENT OF COMPREHENSIVE INCOME

AS AT DECEMBER 31, 2021
(Expressed in United States dollars)

YEAR ENDED DECEMBER 31, 2021
(Expressed in United States dollars)

NOTES

2021

2020

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

$

8, 12, 15
15, 17
12, 16, 17
6
7
$

TOTAL

434,116,144
282,476,586
411,434,752
588,895
16,705,329
410,537,099
3,829,670
1,082,628
903,957

234,880,900
162,006,159
386,153,600
161,559
15,348,880
244,638,280
3,535,577
1,221,745
447,382

1,561,675,060

1,048,394,082

NOTES

Net interest income
Interest income
Interest expense

12

2021

$

Net interest income
Fee and commission income
Fee and commission income
Fee and commission expense

10, 12
10, 12

Net fee and commission income
Other Income
Foreign exchange income
Other income

12

Total other income

LIABILITIES AND SHAREHOLDERS’ EQUITY

Total income

LIABILITIES:

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

4, 15
12, 15
12, 16, 17
9, 12, 15

$

Total liabilities

36,753,567
1,369,528,067
3,299,525
17,896,175

65,235,739
859,622,166
3,425,335
13,442,938

1,427,477,334

941,726,178

Share capital
Additional paid-in capital
Retained earnings

14, 20
14, 20
20

Total equity
$

TOTAL

6,050,000
77,950,000
50,197,726

6,050,000
77,950,000
22,667,904

134,197,726

106,667,904

1,561,675,060

1,048,394,082

9,606,111
(1,053,700)

7,306,147
(748,026)

8,552,411

6,558,121

83,011,376
(32,989,477)

50,070,126
(24,006,530)

50,021,899

26,063,596

8,558,876
44,745

5,178,686
96,852

8,603,621

5,275,538

67,177,931

37,897,255

16,111,810
48,000
703,460
184,840

14,160,186
48,000
1,037,369
148,550

17,048,110

15,245,555

50,129,822

22,651,700

EXPENSES:

General and administrative expenses
Director’s fee
Depreciation and amortization
Allowance(expense) on financial instruments

11, 12
12
6, 7
5

Total expenses

SHAREHOLDERS’ EQUITY:

2020

PROFIT AND COMPREHENSIVE INCOME FOR THE YEAR

$

See accompanying notes to financial statements.

See accompanying notes to financial statements.
These financial statements were approved by the Board of Directors on June 29, 2022 and are signed on its
behalf by:

Director
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STATEMENT OF CHANGES IN EQUITY

STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2021
(Expressed in United States dollars)

YEAR ENDED DECEMBER 31, 2021
(Expressed in United States dollars)

NOTES
SHARE
CAPITAL

ADDITIONAL
PAID-IN
CAPITAL

RETAINED
EARNINGS

TOTAL

$ 6,050,000

27,950,000

25,421,204

59,421,204

Profit for the year

–

–

22,651,700

22,651,700

Increase in additional paid-in capital

–

50,000,000

–

50,000,000

–

–

6,050,000

77,950,000

22,667,904

106,667,904

–

–

50,129,822

50,129,822

–

–

(22,600,000)

(22,600,000)

$ 6,050,000

77,950,000

NOTES

Balance at December 31, 2019

Dividends

14

Balance at December 31, 2020
Profit for the year
Dividends
Balance at December 31, 2021

14

See accompanying notes to financial statements.

(25,405,000)

50,197,726

2021

2020

50,129,822

22,651,700

CASH FLOWS FROM OPERATING ACTIVITIES:

(25,405,000)

134,197,726

Profit from the year
Adjustment for:
Depreciation and amortization
Interest income
Interest expense
Allowance for loan losses
Unrealised loss/(gain) on financial instruments

$

5

Income from operations before working capital changes
(Increase) in loans and advances
(Increase) in prepaid expenses
(Increase) in other assets and receivables
Decrease in due to customers - demand
Increase in accrued expenses and other liabilities
Interest received
Interest paid

703,460
(9,606,111)
1,053,700
35,990
342,820

1,037,369
(7,306,147)
748,026
144,076
477,066

42,659,681
17,752,090
(25,317,142) (183,575,725)
(427,336)
(3,529)
(1,074,161)
(8,558,939)
509,905,901 356,148,927
4,510,785
7,873,872
9,323,823
7,738,132
(1,004,375)
(906,585)

Net cash from operating activities

538,577,176

196,468,243

CASH USED IN INVESTING ACTIVITIES:

Purchase of property and equipment
Purchase of intangible assets
Net purchase of investments
Time deposit placements

6
7

Net cash used in investing activities

(429,820)
(591,099)
(166,661,543)
(120,470,427)

(51,587)
(417,911)
(69,567,688)
(60,538,503)

(288,152,889) (130,575,689)

CASH USED IN FINANCING ACTIVITIES:

Lease liability payments
Increase in additional paid-in capital
Dividends paid
Net cash used in financing activities

10

(106,871)
–
(22,600,000)

(287,833)
50,000,000
(25,405,000)

(22,706,871)

24,307,167

NET CHANGE IN CASH AND CASH EQUIVALENTS

227,717,416

90,199,721

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR

169,645,161

79,445,440

END OF YEAR

397,362,577

169,645,161

54,643
434,061,501
(36,753,567)

90,219
234,790,681
(65,235,739)

397,362,577

169,645,161

CASH AND CASH EQUIVALENTS IS COMPRISED OF:

Cash on hand
Due from banks - demand
Due to banks - demand

SUPPLEMENTAL CASH FLOW DISCLOSURE:

Decrease in right of use asset
Decrease in lease liability
Interest received
Interest paid

131,968
(106,871)
9,323,823
(1,004,375)

248,510
(287,833)
7,738,132
(906,585)

See accompanying notes to financial statements.
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NOTES TO FINANCIAL STATEMENTS

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2021
(Expressed in United States dollars)
1.

GENERAL

YEAR ENDED DECEMBER 31, 2021
(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. 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.

BASIS OF PREPARATION, continued

(f)

Standards, amendments and interpretations to published standards that became effective
for the Bank’s financial year beginning on 1 January 2021 were either not relevant or
not significant to the Bank’s operations and accordingly did not have a material impact
on the financial statements. Up to the date of approval 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, 2021 and which have not been adopted in these financial statements.
Based on the Bank’s preliminary assessment, these new standards are not anticipated to
have a material impact on the financial statements.
(g)

Going concern basis of accounting
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 Bank’s operations were conducted
remotely for a significant portion of the year without any notable decline in its services. Its
business activity continued steadily with no decline in revenues or reduction in headcount.
Management has no reason to believe that the business will not be able to continue its
operations for the foreseeable future.

(b)

(c)

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a)

Basis of measurement

Foreign currency exchange differences arising on translation are recognized in the
statement of comprehensive income.
(b)

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

(e)

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).
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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. When calculating the
effective interest rate, the Bank estimates future cash flows considering all contractual
terms of the financial instruments, but not future credit losses.

Use of estimates and judgements
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.

Interest
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.

The financial statements have been prepared on the historical cost basis, except for
investments and derivative contracts which are carried at fair value. These financial
statements were authorized for issuance by Bank’s Board of Directors on June 29, 2022.
(d)

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.

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

Corresponding figures
Corresponding figures are reclassified where necessary in order to comply with current
year presentation.

BASIS OF PREPARATION

(a)

New standards, amendments and interpretations

(c)

Fees and commission
Commissions and fees represent earnings realized from the processing of transactions on
behalf of customers as well as established contractual agreements. Fees and commission
income including any loan arrangements fees from these transactions are recorded on
completion of the performance obligation to the customer. Fees from custody, administration
and management services are earned over time and recorded on a monthly basis. The Bank
may share a portion of these commissions also termed retrocessions with third parties, and

FINANCIALS 33

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 .

NOTES TO FINANCIAL STATEMENTS

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2021
(Expressed in United States dollars)
3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

(c)

Fees and commission (continued)
the commission expense is recorded on a monthly basis. Other fee and commission expenses
relate mainly to transaction and service fees, which are expenses as the services are received.

(d)

Cash and due from banks
Cash and due from banks comprise of cash on hand as well as balances held with other
financial institutions (other than margin accounts maintained to meet minimum margin
requirements imposed by the brokers) with original maturities of three months or less.

(e)

Investments
Investments consists of highly liquid short-term debt securities, marketable equity
instruments, and funds. These items are carried at fair value and classified as held for
trading purposes based on management’s intent. These assets are used for treasury
management purposes.

(f)

Derivatives
Derivatives are classified as held for trading and carried at fair value. These contracts
are entered into for risk management purposes. Any realized gains/losses, changes in
unrealized gains and losses are reflected in the statement of comprehensive income.

(g)

Financial instruments
Financial instruments include financial assets and financial liabilities. Financial assets include
due from banks, loans and advances and other receivables, derivatives 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.
The Bank classifies financial assets, at initial recognition, in the following measurement
categories: at amortised cost, fair value through other comprehensive income (“FVOCI”),
and FVTPL. The classification of financial assets at initial recognition depends on the financial
asset’s contractual cash flow characteristics and the Bank’s business model for managing
them. The Bank initially measures a financial asset at its fair value plus, in the case of a
financial asset not at FVTPL, transaction costs.
In order for a financial asset to be classified and measured at amortised cost or FVOCI,
it needs to give rise to cash flows that are solely payments of principal and interest (SPPI)
on the principal amount outstanding. This assessment is referred to as the SPPI test and is
performed at an instrument level. The Bank’s business model for managing financial assets
refers to how it manages its financial assets in order to generate cash flows. The business
model determines whether cash flows will result from collecting contractual cash flows, selling
the financial assets, or both.
Subsequent measurement
For purposes of subsequent measurement, financial assets are classified in three categories:
•
•
•

Financial assets at amortised cost
Financial assets at FVOCI (debt instruments)
Financial assets at FVTPL

A financial instrument is measured at amortized 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). Such financial instruments include due from banks, loans and
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YEAR ENDED DECEMBER 31, 2021
(Expressed in United States dollars)
3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

(g)

Financial instruments (continued)
advances and other receivables.
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. The Bank does not have such financial instruments.
When evaluating whether contractual cash flows are solely payment of principal and interest,
the Bank considers the contractual terms of the instrument. This includes an assessment to
determine whether the financial asset contains a contractual term that could change the
timing or amount of the contractual cash flows in such a way that it does not meet this
condition. In making this assessment the Bank considers:
•
•
•
•
•
i.

Contingent events that will change the amount and timing of cash flows;
Hedging conditions;
Prepayment and extension terms
Terms that limit the Bank in achieving cash flows for specific assets (e.g. unfunded
asset agreements); and
Terms that change the considerations of the value of money over time (e.g. periodic
revision of interest rates).
Classification
All other financial instruments are carried at fair value through profit and loss
(FVTPL), which include investments and derivative contracts. 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.
Business Model Assessment
The Bank assesses the objectives of the business models that hold the financial assets
in a portfolio to better represent how it manages the business and how management
information is reported. The information considered primarily includes the policies
and objectives stated for each portfolio of financial assets and the operation of these
policies in practice.
These include, whether management’s strategy is to collect income from contractual
interest; hold a profile of specific interest performance or coordinate the duration of
the financial assets with the liabilities being financed or the expected outgoing cash
or through cash flows from the sale of assets. Financial assets held or managed for
trading and where their performance is evaluated on a fair value basis, are measured
at FVPL because these are not held to recover contractual cash flows or to obtain
contractual cash flows and to sell these financial assets.
Assessment if contractual cash flows are solely payments of principal and interest
For purposes of this assessment, “principal” is defined as the fair value of the financial
asset at initial recognition. “Interest” is defined as compensation for the time value of
money and credit risk associated with holding the current principal for a period of
time and for other basic risk from loan agreements and other associated costs (e.g.
liquidity risk and administrative costs), as well as the profit margin.
When evaluating whether contractual cash flows are solely payment of principal
and interest, the Bank considers the contractual terms of the instrument. This includes
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YEAR ENDED DECEMBER 31, 2021
(Expressed in United States dollars)
3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

(g)

Financial instruments (continued)
i.

Classification (continued)
an assessment to determine whether the financial asset contains a contractual term
that could change the timing or amount of the contractual cash flows in such a way
that it does not meet this condition.
•
•

Terms that limit the Bank in achieving cash flows for specific assets (e.g. unfunded
assets agreements); and
Terms that change the considerations of the value of money over time (e.g. periodic
revision of interest rates).

ii. Recognition
The Bank initially recognizes loans and advances and deposits due to banks and to
customers on the date on which they are originated.
All other financial instruments, including purchases or sales of financial assets that
require delivery of assets within a time frame established by regulation or convention
in the market place (regular-way trades) are recognized on the trade date, which
is the date that the Company commits to purchase or sell the asset. The Company
initially measures a financial asset at its fair value plus, in the case of a FVTPL,
transaction costs.
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 realize the asset and settle
the liability simultaneously.
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 increase in credit risk 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
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YEAR ENDED DECEMBER 31, 2021
(Expressed in United States dollars)
3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

(g)

Financial instruments (continued)
iv. Impairment of financial assets (continued)
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, in credit risk.
The Bank’s loan book consists largely of Lombard loans. As such, primarily a
significant increase in credit risk would include market related volatility. Additional
SICRS factors would include legislation or regulations imposed which may affect the
Bank’s ability to collect on the loan.
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 at the reporting date and the
expected amount the entity would receive in 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.
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”. Financial instruments which are over due 90 days
are considered as “Stage 3 financial instruments” and considered fully impaired.
Write offs
The Bank writes off financial assets, in whole or in part, when it has exhausted all
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YEAR ENDED DECEMBER 31, 2021
(Expressed in United States dollars)
3.

YEAR ENDED DECEMBER 31, 2021
(Expressed in United States dollars)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

(g)

3.

Financial instruments (continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

(i)

iv. Impairment of financial assets (continued)

Subsequent expenditure is capitalised only when it increases the future economic benefits
embodied in the specific asset to which it relates. All other expenditure is expensed as incurred.

practical recovery efforts and has concluded there is no reasonable expectation
of recovery. The write offs represent a derecognition event. Indicators that there is
no reasonable expectation of recovery include (i) ceasing enforcement activity and
where the Bank’s recovery method is foreclosing on collateral and the value of the
collateral is such that there is no reasonable expectation of recovering in full.

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 the application solution is seven years. The estimated useful life
of other purchased software for the current period is three years.

Offsetting
Financial assets and liabilities are offset and the net amount reported in the statement
of financial position when, and only when, the Bank has a legal enforceable right to
offset the recognized amounts and there is an intention to settle on a net basis or to
realize the asset and settle the liability simultaneously.
(h)

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

(k)

Computer hardware & equipment		

2 - 5 years

•

Furniture				

2 - 5 years

•

Leasehold improvements			

Life of the lease

•

Vehicles					5 years

•

Right of use asset			

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.
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.
(i)

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

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

Shorter of useful lives or the lease term

Depreciation methods, useful lives and residual values are reassessed at the reporting date
and adjusted as appropriate.

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.

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

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.

Property and equipment
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.

Intangible assets (continued)

(m)

Leases
At inception of a contract, the Bank assesses whether a contract is, or contains, a lease.
A contract is, or contains, a lease if the contract conveys the right to control the use of an
identified asset for a period of time in exchange for consideration. To assess whether a
contract conveys the right to control the use of an identified asset, the Bank assesses whether:
• the contract involves the use of an identified asset – this may be specified explicitly
or implicitly, and should be physically distinct or represent substantially all of the
capacity of a physically distinct asset. If the supplier has a substantive substitution
right, then the asset is not identified;
• the Bank has the right to obtain substantially all of the economic benefits from use of
the asset throughout the period of use; and the Bank has the right to direct the use
of the asset. The Bank has this right when it has the decision-making rights that are
most relevant to changing how and for what purpose the asset is used. In rare cases
where the decision about
• how and for what purpose the asset is used is predetermined, the Bank has the right
to direct the use of the asset if either:
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

(m)

YEAR ENDED DECEMBER 31, 2021
(Expressed in United States dollars)

3.

(n)

Leases (continued)
•
•

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

A related party is a person or entity that is related to the entity that is preparing its financial
statements.

the Bank has the right to operate the asset; or
the Bank designed the asset in a way that predetermines how and for what purpose
it will be used.

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

At inception or on reassessment of a contract that contains a lease component, the Bank
allocates the consideration in the contract to each lease component on the basis of their
relative stand-alone prices. However, for the leases of land and buildings in which it is a
lessee, the Bank has elected not to separate non-lease components and account for the
lease and non-lease components as a single lease component.

i.

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

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 lease liability is initially measured at the present value of the lease payments that are
not paid at the commencement date, discounted using the interest rate implicit in the lease
or, if that rate cannot be readily determined, and then the Bank’s incremental borrowing
rate. The Bank uses its incremental borrowing rate as the discount rate.

variable lease payments that depend on an index or a rate, initially measured using
the index or rate as at the commencement date;

•

amounts expected to be payable under a residual value guarantee; and

•

the exercise price under a purchase option that the Bank is reasonably certain to
exercise, lease payments in an optional renewal period if the Bank is reasonably
certain to exercise an extension option, and penalties for early termination of a lease
unless the Bank is reasonably certain not to terminate early.

The lease liability is measured at amortized cost using the effective interest method. A
remeasurement is made when there is a change in future lease payments arising from
a change in an index or rate, if there is a change in the Bank’s estimate of the amount
expected to be paid under a residual value guarantee, or if the Bank changes its assessment
of whether it will exercise a purchase, extension or termination option.
When the lease liability is remeasured in this way, a corresponding adjustment is made to
the book value of the right-of-use asset, or it is recorded in profit or loss if the book value of
the right-of-use asset has been reduced by zero.
The Bank presents right-of-use assets that do not meet the definition of investment properties
in “Property and equipment” in the statement of financial position.
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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).

Lease payments included in the measurement of the lease liability comprise the following:
•

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)

The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the earlier of the end of the useful life of the right-of-use asset or
the end of the lease term. The estimated useful lives of right-of-use assets are determined
on the same basis as those of property and equipment. In addition, the right-of-use asset is
periodically reduced by impairment losses, if any, and adjusted for certain remeasurements
of the lease liability.

fixed payments, including in-substance fixed payments;

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.

The Bank recognizes a right-of-use asset and a lease liability at the lease commencement
date. The right-of-use asset is initially measured at cost, which comprises the initial amount
of the lease liability adjusted for any lease payments made at or before the commencement
date, plus any initial direct costs incurred and an estimate of costs to dismantle and remove
the underlying asset or to restore the underlying asset or the site on which it is located, less
any lease incentives received.

•

Related parties

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. 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.
(o)

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

4.

CASH AND DUE FROM AND TO BANKS
2021

Cash on hand

$

2020

54,643

90,219

Due from banks – demand

365,086,134

216,871,865

Due from banks – time deposits

282,476,586

162,006,159

68,975,367

17,918,816

716,592,730

396,887,059

Margin accounts
Total due from banks

$

FINANCIALS 41

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 .

NOTES TO FINANCIAL STATEMENTS

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2021
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4.

YEAR ENDED DECEMBER 31, 2021
(Expressed in United States dollars)

CASH AND DUE FROM AND TO BANKS, continued

5.
2021

2020

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, 2021
are $184,540 (2020: $148,550). The table below summarises the ECL by stage:

Due to banks
Due to banks – demand

$

36,753,567

65,235,739

Total due to banks

$

36,753,567

65,235,739

2021

2020

409,376,478
228,219,263
78,942,346

327,586,490
29,488,911
39,721,439

716,538,087

396,796,840

STAGE 1

January 1, 2021
Movement during the year
December 31, 2021

Rating
AA+ to A
BBB+ to BBUnrated

$

$
5.

LOANS AND ADVANCES, continued

6.

$
$

Loans and advances (Stage 1 and 2)
Loans and advances (Stage 3)
Less: Allowance for expected credit loss

$

2020

411,619,292
–

386,154,560
147,590

411,619,292
(184,540)
411,434,752

386,154,560
(148,550)
386,153,600

As of December 31, 2021, and 2020, all loans and advances are current and fully secured. 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.
As at 2021 and 2020 the probability default rates range from 0.005372 to 0.806251. 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 consider 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. The below table
summarizes the ten-year average percentage change for key macroeconomic data used within
the calculation of the ECL.

Currency
Bond Indices
Share Indices
Property

2021

2020

0.01%
0.01%
0.04%
0.66%

0.043%
0.01%
0.03%
0.67%

All asset liquidation costs relating to any potential loan shortfalls are borne by the client and such
there are no additional costs borne by the Bank. LGD rates ranged from 0% to 75.71% (2020:
0% to 100%).
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STAGE 2

251
159,511
159,762

STAGE 3

147,590
(147,590)
–

TOTAL ECL

148,550
35,990
184,540

PROPERTY AND EQUIPMENT
COMPUTER
HARDWARE &
EQUIPMENT

BUILDING,
FURNITURE &
LEASEHOLD
IMPROVEMENTS

VEHICLES

TOTAL

436,665
47,317

2,032,058
4,271

41,298
−

2,510,021
51,588

483,982
116,371

2,036,329
242,514

41,298
70,935

2,561,609
429,820

$

600,353

2,278,843

112,233

2,991,429

$

239,692
101,722

579,781
383,565

26,844
8,260

846,317
493,547

341,414
106,897

963,346
453,059

35,104
8,981

1,339,864
568,937

$

448,311

1,416,405

44,085

1,908,801

As at December 31, 2021

$

152,042

862,438

68,148

1,082,628

As at December 31, 2020

$

142,568

1,072,983

6,194

1,221,745

LOANS AND ADVANCES
2021

709
24,069
24,778

COST:
Balance at December 31, 2019
Additions

$

Balance at December 31, 2020
Additions
Balance at December 31, 2021
ACCUMULATED DEPRECIATION:
Balance at December 31, 2019
Depreciation
Balance at December 31, 2020
Depreciation
Balance at December 31, 2021
CARRYING VALUE:

Building, furniture & leasehold improvements as of the December 31, 2021 include the right
of use asset of $530,726 (cost of $1,422,256 less accumulated depreciation of $891,530)
(2020: $662,694 (cost of $$1,242,552 less accumulated depreciation of $579,858). 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, 2021 on this
asset amounted to $248,510 (2020: $248,510).
The Bank’s lease liability is measured at the present value of the remaining lease payments,
discounted at our incremental borrowing rate. The weighted – average incremental borrowing
rate applied in 2021 was 3% (2020: 4.19% - 5.00%) per annum.
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7.

YEAR ENDED DECEMBER 31, 2021
(Expressed in United States dollars)

INTANGIBLE ASSETS

10.
SOFTWARE &
APPLICATION SOLUTIONS

COST:
Balance at December 31, 2019
Additions
Adjustments
Balance at December 31, 2020
Additions
Adjustments
Balance at December 31, 2021
ACCUMULATED DEPRECIATION
Balance at December 31, 2019
Depreciation
Balance at December 31, 2020
Depreciation
Balance at December 31, 2021
CARRYING VALUE:
As at December 31, 2021
As at December 31, 2020
8.

$

2,019,551
417,911
–
2,437,462
591,099
–
3,028,561

$

$
$

$

1,446,257
543,823
1,990,080
134,523
2,124,603

1,446,257
543,823
1,990,080
134,523
2,124,603

$
$

903,958
447,382

903,958
447,382

$

$

Security deposits
Other assets and receivables
Interest receivable
$

Fees and commission income, net
11.

2021

2020

1,512,837

1,426,441

1,033,078

927,856

13,580,998

12,698,455

578,416

296,128

16,705,329

15,348,880

$

32,507,540
481,937
32,989,477
50,021,899

2020
24,009,949
(3,419)
24,006,530
26,063,596

GENERAL AND ADMINISTRATIVE EXPENSES
Staff costs
Operating and administrative expenses
Legal and professional fees
Allowance for loan losses

$

$

2021

2020

9,570,616
5,852,050
689,144
184,840
16,296,650

8,293,828
5,295,883
426,399
144,076
14,160,186

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 $159,033 (2020: $167,519) and
are included in staff costs in the statement of comprehensive income.
Staff costs include $4,393,648 (2020: $3,436,868) of key management personnel
compensation.
12.

RELATED PARTY BALANCES AND TRANSACTIONS

As of December 31, 2021, and 2020, security deposits were held by the Bank’s service provider
in the amount of $909,912 (2020: $906,912).

The Bank enters 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.

ACCRUED EXPENSES AND OTHER LIABILITIES

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

Accrued expenses

$

Lease liability
Retrocessions payable
$
10.

Expense
Commissions and retrocessions
Custody fees

OTHER ASSETS AND RECEIVABLES
Fee and commission income receivable

9.

2021

TOTAL

2,019,551
417,911
–
2,437,462
591,099
–
3,028,561

FEES AND COMMISSION INCOME AND EXPENSE, continued

2021

2020

9,653,859

4,848,326

545,507

652,378

7,696,809

7,942,234

17,896,175

13,442,938

Income
Administration fees
Trading and related income
Custody fees
Commissions
Management, retrocessions and other fees
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Loans and advances

15,365,307

16,739,515

Other assets and receivables

12,589,731

11,182,291

Due to customers

(39,286,478)

(54,926,097)

(5,964,515)

(4,830,684)

Derivatives
2021

2020

1,487,669
7,586,015
5,076,072
33,469,312
35,392,308
83,011,376

920,968
9,684,647
3,629,033
21,158,499
14,676,979
50,070,126

$

(11,975)

74,587

Income and expenses
Interest income

$

2020

Assets and liabilities

Accrued expenses and other liabilities

FEES AND COMMISSION INCOME AND EXPENSE

2021

Other income

499,747

515,117

19,746

150,334

Fee and commission income

5,577,422

1,692,617

Fee and commission expense

(22,293,784)

(13,265,051)

(4,393,648)

(3,436,868)

(48,000)

(48,000)

General and administrative expenses
Director’s fee
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13.

YEAR ENDED DECEMBER 31, 2021
(Expressed in United States dollars)

LEASES AND COMMITMENTS

15.

FINANCIAL RISK MANAGEMENT, continued

(a)

Lease commitment
The Bank leases its office space. The lease runs for three years with an option to renew. The Bank
recognizes a right of use asset and a lease liability. The right of use asset is disclosed in Note
6 of the financial statements and the lease liability is disclosed in Note 9. Interest on the lease
liability was $21,024. (2020: $27,652), which is included in interest expense in the statement
of comprehensive income.

objective is to manage operational risk so as to balance the avoidance of financial losses
and damage to the Bank’s reputation with overall cost effectiveness and to avoid control
procedures that restrict initiative and creativity. The primary responsibility for the development
and implementation of controls to address operational risk is assigned to senior management
within each business unit. This responsibility is supported by the development of overall
standards for the management of operational risk in the following areas:

The Bank’s minimum commitment (undiscounted contractual cash flows) under the terms of the
contractual agreements are shown below:
Within 1 year
Greater than 1 year
Total
14.

$

2021

2020

511,633
1,303,309
1,814,942

424,620
1,132,320
1,556,940

SHARE CAPITAL AND ADDITIONAL PAID-IN CAPITAL
2021
Share capital:
Authorized, issued and fully paid-up:
6,050,000 ordinary shares of $1 each
Additional paid-in capital

$

6,050,000
77,950,000
84,000,000

2020

6,050,000
77,950,000
84,000,000

FINANCIAL RISK MANAGEMENT

•

requirements for appropriate segregation of duties, including the independent
authorization of transactions;

•

requirements for the reconciliation and monitoring of transactions;

•

compliance with regulatory and other legal requirements;

•

documentation of controls and procedures;

•

requirements for the periodic assessment of operational risks faced, and the adequacy
of controls and procedures to address the risks identified;

•

requirements for the reporting of operational losses and proposed remedial action;

•

development of contingency plans;

•

training and professional development;

•

ethical and business standards; and

•

risk mitigation, including insurance where this is effective.

Compliance with internal guidelines and standards is supported by a programme of
periodic reviews undertaken by Internal Audit. The results of Internal Audit reviews are
discussed with the management of the business unit to which they relate, with summaries
submitted to the Board.

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 $22,600,000 in dividends (2020: $25,405,000).
15.

Fiduciary (continued)

(b)

Credit Risk

Risk management is a fundamental part of the Bank. It comprises an infrastructure to
comprehensively manage risks, in order to ensure a responsible and sustainable growth in
time, to maintain the confidence of its stakeholders, and to assure with reasonable certainty
the fulfillment of its short, medium and long-term goals, through a balance between meeting
objectives and taking risks, in line with the corporate strategy. 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 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. 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.

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. In response to the COVID-19 pandemic, the
Bank’s credit and risk team has been performing more frequent reviews of counterparties
and exposures from customers to ensure portfolio values are not significantly impacted
by market changes. 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.

(a)

The Bank has assessed ECL for deposits with banks, and other financial assets, excluding
loans and advances to customers, and such amounts based on the credit quality of
the counterparties are immaterial. Accordingly, no allowance for impairment losses has
been recognised.

Fiduciary
The Bank provides significant asset management and custody services to third parties. These
activities give rise to operational risk. Operational risk is the risk of direct or indirect loss
arising from a wide variety of causes associated with the Bank’s involvement with financial
instruments, including processes, personnel, technology and infrastructure, and from external
factors other than credit, market and liquidity risks such as those arising from legal and
regulatory requirements and generally accepted standards of corporate behavior. The Bank’s
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The table below sets out the credit risk from significant financial assets and significant
concentration by geographical location of the counterparty.
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15.

YEAR ENDED DECEMBER 31, 2021
(Expressed in United States dollars)

FINANCIAL RISK MANAGEMENT, continued

(b)

15.

Credit Risk (continued)

(d)

EUROPE

CENTRAL & SOUTH
AMERICA
& THE CARIBBEAN

NORTH AMERICA

OTHER

$

–

54,643

$

184,155,410
5,688,425
15,403,692
205,247,527

7,370,478
156
233,112,632
240,537,909

–

–

TOTAL

(e)

ASSETS
Cash on hand
Due from banks:
–demand and time
Investments
Loans and advances

423,584,634 101,427,565
716,538,087
400,323,584
4,524,934
410,537,099
7,381,893 155,536,535
411,434,752
831,290,111 261,489,034 1,538,564,581

$

–

90,219

$

175,599,760
175,599,760
4,342,975
202,534,96

2,586,920
2,586,920
156
197,515,976

–

–

90,219

113,299,431 105,310,729
396,796,840
113,299,431 105,310,729
396,796,840
240,294,384
765
244,638,280
362,680,404 264,947,963 1,027,678,940

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
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CHF

GBP

OTHER

TOTAL

55,703,590

3,689,810

14,907,951

87,632,323

161,933,674

41,915,269

33,245,830

8,091,505

51,348,025

134,600,629

2,225,945

–

–

625

2,226,570

ASSETS
Due from banks

$

Loans and advances
Investments
Other assets and
receivables
Total Assets

171,325

5,092

4,347

492,083

672,847

$

100,016,129

36,940,732

23,003,803

139,473,056

299,433,720

$

5,126,016

8,892,188

–

7,132,647

21,150,851

94,986,137

14,305,826

21,343,265

80,345,015

210,980,243

100,112,153

23,198,014

21,343,265

87,477,662

232,131,094

13,742,718

1,660,538

51,995,394

67,302,626

CHF

GBP

OTHER

TOTAL

61,150,962

1,419,085

5,336,056

91,829,927

159,736,030

41,400,487

31,277,116

4,866,420

66,582,373

144,126,396

2,947,991

−

−

785

2,948,776

LIABILITIES
Due to banks
Due to customers
and other liabilities
Total Liabilities

$

Net position

(96,024)
EUR

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.

(d)

EUR
As of December 31, 2020

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 collateral 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 produces 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)

Currency risk
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.

54,643

As of December 31, 2020

Interest rate risk (continued)
Committee which is supported by the Bank’s Finance & Administration Department. The
Finance & Administration Department monitors this risk on an ongoing basis.

As of December 31, 2021
ASSETS
Cash on hand
Due from banks:
–demand and time
Investments
Loans and advances

FINANCIAL RISK MANAGEMENT, continued

As of December 31, 2020
ASSETS
Due from banks

$

Loans and advances
Investments
Other assets and
receivables
Total Assets

$

529,329

25,905

-

429,365

984,599

106,028,769

32,722,106

10,202,476

158,842,450

307,795,801

LIABILITIES
Due to banks

$

Due to customers
Accrued expenses
and other liabilities
Total Liabilities
Net position

$

802,006

19,567,303

1,358,210

576,428

22,303,947

104,269,417

13,418,834

8,692,503

91,542,342

217,923,096

67,694

475,210

2,371

301,740

847,015

105,139,117

33,461,347

10,053,084

92,420,510

241,074,058

149,392

66,421,940

66,721,743

889,652

(739,241)
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YEAR ENDED DECEMBER 31, 2021
(Expressed in United States dollars)

FINANCIAL RISK MANAGEMENT, continued

(f)

16.

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, 2021, and 2020, the
Bank had contractual commitments under open forward currency contracts as follows:

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
key measure used by the Bank for managing liquidity risk is the ratio of net liquid assets
to deposits from customers and short-term funding. ‘Net liquid assets’ includes cash and
cash equivalents and investment-grade debt securities and money market funds for which
there is an active and liquid market. The implementation and execution of the funding and
liquidity strategy is managed primarily by the Bank’s Treasury team. 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.
LESS THAN
1 MONTH

1 TO 3
MONTHS

3 TO 6
MONTHS

MORE THAN
6 MONTHS

As of December 31, 2021:

Liquidity gap

$

TOTAL

$

668,129,776 48,462,954
–
–
716,592,730
124,600,172 105,505,559 144,055,409 36,375,959
410,537,099
65,041,008 50,833,862 84,162,010 211,397,872
411,434,752
857,770,956 204,802,375 228,217,419 247,773,831 1,538,564,581

36,753,567

−

−

−

1 TO 3
MONTHS

3 TO 6
MONTHS

MORE THAN
6 MONTHS

TOTAL

As of December 31, 2020
$

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

358,206,987 37,150,072
179,647,925 64,990,142
164,135,790
7,677,965
701,990,702 109,818,179

$

65,235,739

$
$

840,392,166
905,627,905
(203,637,202)

−
18,650,000
18,650,000
91,168,179

1,530,000
−
396,887,059
−
213
244,638,280
36,726,669 177,613,176
386,153,600
38,256,669 177,613,389 1,027,678,939

−

−

65,235,739

580,000
−
580,000
37,676,669 177,613,389

859,622,166
924,857,905
102,821,035

The Bank has loans and advances greater than one year in the amount of $109,744,817 (2020:
$114,492,162). Of this amount 73% of these are due within 2 years and the longest maturity extending
to April 2029 at $675,000.
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NEGATIVE
REPLACEMENT VALUE

Forward currency contracts

971,696,001

3,281,219

2,751,253

Forex Options OTC

128,713,240

519,719

519,719

1,861,059

28,732

28,553

1,102,270,300

3,829,670

3,299,525

NOTIONAL
AMOUNT

POSITIVE
REPLACEMENT VALUE

NEGATIVE
REPLACEMENT VALUE

Forward currency contracts

216,250,656

2,840,767

2,666,262

Forex Options OTC

156,058,238

693,135

685,223

422,250

1,675

73,850

372,731,144

3,535,577

3,425,335

As of December 31, 2020:
INSTRUMENT TYPE

36,753,567

1,335,007,509 20,789,849 14,000,000
− 1,369,797,358
$ 1,371,761,076 20,789,849 14,000,000
1,406,550,925
$
(513,990,120) 184,012,526 214,217,419 247,773,831
132,013,656
LESS THAN
1 MONTH

ASSETS
Cash and due from banks
Investments
Loans and advances

POSITIVE
REPLACEMENT VALUE

Equities and Indices Futures/Options

$
LIABILITIES
Due to banks
–Demand and time
Due to customers
–Demand and time

NOTIONAL
AMOUNT

INSTRUMENT TYPE

As of December 31, 2021
ASSETS
Cash and due from banks
Investments
Loans and advances

DERIVATIVES

Equities and Indices Futures/Options

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.
The non-derivatives financial instruments 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.
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YEAR ENDED DECEMBER 31, 2021
(Expressed in United States dollars)

FAIR VALUE OF FINANCIAL INSTRUMENTS, continued

19.

The Bank is required to pay value added tax (VAT) at a rate of 12% on goods and services as prescribed
by the Value Added Tax Act. 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.

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.

20.

LEVEL 1

LEVEL 2

LEVEL 3

TOTAL

Bonds

$ 406,142,468

–

–

406,142,468

Investment Funds

$

4,394,631

–

–

4,394,631

–

3,829,670

–

3,829,670

$ 410,537,099

3,829,670

–

414,366,769

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 riskweighted 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 2021 and 2020, the Bank has complied with all of the externally imposed
capital requirements to which it was subject.

Financial assets at fair value

Derivatives
Total assets at fair value

2021
Eligible capital
Share capital and additional paid-in capital
Retained earnings
Less Adjustments to Tier 1 Capital

Financial liabilities at fair value
Derivatives
Total liabilities at fair value

$

–

3,425,335

–

3,299,525

$

–

3,425,335

–

3,299,525

As of December 31, 2020

LEVEL 1

LEVEL 2

LEVEL 3

TOTAL

Risk-weighted assets

Financial assets at fair value
Bonds

$ 239,984,386

Investments

$

Total assets at fair value

–

–

4,653,894

–

3,535,577

–

3,535,577

$ 244,638,280

3,535,577

–

248,173,857

$

–

3,425,335

–

3,425,335

$

–

3,425,335

–

3,425,335

Financial liabilities at fair value
Derivatives
Total liabilities at fair value
18.

Capital adequacy ratio

239,984,386

4,653,894

Derivatives

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 a) to comply with the capital requirements set by the Central
Bank of the Bahamas (“the Central Bank”); b) 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 c) To maintain a strong capital base to support the development of its business.

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, along with a credit rating of AAA their carrying amount for IFRS 9
purposes are considered to be the same as their 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.
As of December 31, 2021

TAXATION

21.

$

2020

$

84,000,000
50,197,726
(1,051,000)
133,146,726

84,000,000
22,667,904
(547,382)
106,120,522

$

476,135,490

312,595,060

28%

34%

SUBSEQUENT EVENTS

The Bank has evaluated subsequent events including any COVID-19 impacts from the reporting date
through the date on which the financial statements were approved for issuance and determined that there
are no items to adjust or disclose.

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.
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Lawrence D. Howell, Chairman of the Board

Patrick Zbinden, Managing Director

“Lonnie” brings over 40 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.

Patrick Zbinden joined Union Capital Group in September 2021 as CEO of Capital

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. 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, Director
Ludovic is a Co-founder of Capital Union Bank Ltd, and served as CEO from inception
until 2021. Prior to this, he was 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, co-CEO 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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Union Bank Ltd as well as Global COO and Managing Partner of UCAP Group.
Prior to joining UCAP, Patrick was the Global Co-Head of EFG Asset Management,
which he co-founded in 2010, with oversight responsibility for over $30bn of assets
under management, and was also the CEO of EFG Asset Management (Switzerland)
SA, based in Geneva. Prior to this, he was in charge of worldwide M&A Integration
activities for EFG International, which he joined in 2002. Patrick holds a MSc in
Economics from the University of Lausanne, HEC, is a CFA Charterholder as well as
a certified Financial Risk Manager from the Global Association of Risk Professionals.

LaTonia Symonette-Tinker, Independent Non-Executive 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. 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. Before that, she was the Compliance & Legal Officer at
Santander Bank & Trust (Bahamas) Ltd., having also held the position of Trust Officer.
She currently serves as Advisor and Consultant to the Bahamas government for
the Ministry of Financial Services. 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 Anti-Money 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.

James T. H. Lee, Independent Non-Executive Director
Jim Lee brings over 45 years of expertise from his career in Asset and Wealth
Management, Private and Corporate & Investment Banking. Prior to retirement in
2017, he served as a member of the Executive Committee at EFG International
for 16 years. Jim currently serves in a non-executive capacity on various boards.
Throughout his career, he has held a number of top level management positions in
Switzerland and internationally, including Deputy CEO of EFG International and
Chairman of the Credit Committee. Prior to that, he worked as a consultant to UBS
in Private Banking, and was the Global Head of International Private Banking for
Bank of America. He started his career at Citigroup and worked in a number of
positions in London and Asia including being responsible for the UHNWI business
in Asia and for the Global Investment Advisory business. Jim holds a BSc in Electrical
Engineering and a MSc in Management Science and Operational Research from
Imperial College, University of London.

FINANCIALS 55

56

57

“We must free ourselves of the hope
that the sea will ever rest. We must
learn to sail in high winds.”
Aristotle Onassis
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www.capitalunionbank.com
Capital Union Bank Ltd, CUB Financial Center, Lyford Cay, Nassau, The Bahamas | +1-242-362-6880 | info@capitalunionbank.com

