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INDEPENDENT AUDITORS' REPORT

To the Members of
SCOTIA GROUP JAMAICA LIMITED

Report on the Financial Statements

We have audited the financial statements of Scotia Group Jamaica Limited (“the Company”) and the consolidated financial
statements of the Company and its subsidiaries (‘the Group”) set out on pages 63 to 132 which comprise the Company’s and
Group's balance sheets as at October 31, 2008, the Company’s and Group’s statements of income, changes in equity and cash
flows for the period then ended, and a summary of significant accounting policies and other explanatory notes.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with International
Financial Reporting Standards and the Companies Act. This responsibility includes: designing, implementing and maintaining
internal controls relevant to the preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error; selecting and consistently applying appropriate accounting policies; and making accounting estimates
that are reasonable in the circumstances.

Auditors’ Responsibility

Our responsibility is to express an opinion on the financial statements based on our audit. We conducted our audit in accordance
with International Standards on Auditing. Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance as to whether or not the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditors’ judgment, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments, the auditors consider internal controls
relevant to the entity's preparation and fair presentation of the financial statements 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 entity's internal
controls. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements give a true and fair view of the financial positions of the Group and the Company as at
October 31, 2008, and of the Group’s and the Company’s financial performance, changes in equity and cash flows for the
period then ended in accordance with International Financial Reporting Standards, and comply with the provisions of the
Jamaican Companies Act.

Additional reporting requirements of the Jamaican Companies Act

We have obtained all the information and explanations which, to the best of our knowledge and belief, were necessary for the
purposes of our audit. In our opinion, proper accounting records have been maintained and the financial statements are in
agreement therewith and give the information required by the Jamaican Companies Act in the manner so required.

November 27, 2008

KPMG, a Jamaican partnership and a Elizabeth A. Jones Linroy J. Marshall
member firm of KPMG network of Caryl A. Fenton Cynthia L. Lawrence
independent member firms affiliated with R. Tarun Handa Rajan Trehan

KPMG International, a Swiss cooperative. Patrick A. Chin Norman O. Rainford

Patricia O. Dailey-Smith Nigel R. Chambers



Scotia Group Jamaica Limited

Statement of Consolidated Revenue and Expenses

Year ended 31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

Mobe 008 2007
Het interest income and alher revenus
interast from ioans and deposits with banks 20200518 14 660513
interest Irom Secunties 1251378 11742408
Toal interest ncomss [ 32,785 490 6,400,021
Inberest Bxpenss B (10,550 S8 B4 Ba0)
Med anleres incoeme 22 2% M2 17 A8 ATE
Imparmiont Iosses on loans 25 (__TEa.75E) 525016}
Mt intenest noome BRer iMparment sses on kens 1,867 445 16,552 250
Pt @ SOMmimsssn incoms 4 BE2 BTT 4,118,542
Fisiz furcl Cmimisiion dapanse [ 1.083.7F7) [ S57.260)
3,784,100 3,110 382
Mt fareign exchange Fading income B 1,138 2668 1,068,637
Pid insurance premium income ] 754,538 BiT.212
Oiheaf rowsarie 10 Gl 0ED B2 DR
SRS -3 LA
22501 41 E2.238 676
Expensas
Salaries, pension confribubons and other stall benehis 11 B, 407 B 5,403 100
Property expeanses, including depreciation 2,145 B85 1,508 408
Amonsation &nd impainment of intangible asses a 240, Fa 135,504
Change in policyholders’ benalils and resenes 1 2,538,416 2,452,182
Cithar operating exponses ~2.048 672 ST
13 12680 346 1207 455
Profit balore taxation 14 13,115,095 10,967 21
Taxation 15 s 455 (38) 2557 161}
Profit for the year =LA 05T =LE10.050
Attributabie to:
Stockholders' of the company 2,260,738 7452 854
Minerity Interest _EEase 117206
Profit tor the year SO 00T =LO10.080
EARNINGS PER STOCK UNIT [expressad & 3 par shara]
aftributable to stockhalders of the company 16 S0 40
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Scotia Group Jamaica Limited

Consolidated Balance Sheet
31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

Hote 2008 2007
ASSETS
Cash resources
MNotes and ooens. Of, despasd wilh, and money
ot call al, Bank ol Jamaica 7 40325034 EFER R
Gaoverrament and bank notes alher ihan Jamass 3E4 440 400 238
Amounts dus from othes banks 18 13583804 18125377
Accounts wilh parent and feliow subsideanes 18 1,655,080 3859 370
25048 262 2104 441
Financial sssets at fair value through
profit and loss 4 116951 .
Caphtal management and government
securities funds 2 13315 5dd i 055 508
Government sacurities purchased undar
resale agreements 2 — 307520 — L1558
Pledged assels 28 45458 534 2§65 010
Loans, after allowance for impairment losses 2 §5.550 340 TEIE1 200
Leases, after allowance lor impalrment lodses o} 147 g gE 28D
Investment securities ar
Availabea-lor-saia 15,558 213 21,845 753
ket 1 - it ity 3L 154 200 36 2256 338
N A ~S0LET1 0
Oither sesats
Cusiomers' abilfies under acoaptances,
guaramiees and leneds of credi 6915 264 7828 978
Taxasion recoverabla 110 12E2 am
Diedeared tasalicn 3o 241 868 -
Samidry assats 2 821,341 285 961
Progety, plant and oqugmen a0 2910,703 2 702 447
intangible assat k| 2288141 2537 6E0
Hetremen] Derefil assal 32 5402 224 4 B35 913
15 505 350 18 477 840
P S125 631
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Scotia Group Jamaica Limited

Consolidated Balance Sheet (continued)

31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

Note 2008 2007
LIABILITIES
Deposits
Deposits by the public 33 130,673,257 131,017,687
Amounts due to other banks and financial
institutions 34 2,386,319 2,061,055
Amounts due to parent company 35 6,848,521 4,796,682
Amounts due to fellow subsidiaries 36 397 2,283
139.908.494 137.877.707
Other liabilities
Cheques and other instruments in transit 2,677,670 3,236,788
Acceptances, guarantees and letters of credit 6,919,264 7,828,928
Securities sold under repurchase agreements 39,897,407 31,530,287
Promissory notes 380,311 607,182
Capital management and government
securities funds 22 14,991 522 14,059,606
Assets held in trust on behalf of participants 50,069 52,643
Redeemable preference shares 37 100,000 100,000
Other liabilities 38 1,381,348 1,174,786
Taxation payable 1,148,955 817,841
Deferred tax liabilities 39 1,581,188 1,793,803
Retirement benefit obligations 32 930,576 723,066
70,058,310 61,924 930
Policyholders’ fund 12 30,561,418 27,014,768
STOCKHOLDERS’ EQUITY
Share capital 40 6,569,810 6,569,810
Reserve fund 41 3,200,107 3,160,917
Retained earnings reserve 42 7,309,781 5,992,902
Capital reserve 9,383 -
Cumulative remeasurement result from
available-for-sale financial assets 43 2,105,365 ( 211,809
Loan loss reserve 44 1,301,215 1,045,600
Other reserves 45 12,892 26,714
Unappropriated profits 21,643,109 17,789,196
Total equity attributable to equity holders
of the Company 37,940,932 34,373,330
Minority interest 1.815.097 1.934 896
Total equity 39.756.029 36.308.226
Total equity and liabilities 280284 251 263125 631

The financial statements on pages 63 to 132 were approved for issue by the Board of Directors on

November 27, 2008 and signed on its behalf by:
L
7 Tl T
% {'ﬁ Director Director
Bruce F. Bowen

Robert H. Pitfieid /

Stghie-Ann S, Wright

i

: Secretary
Keri-Gaye Brown
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Scotia Group Jamaica Limited

Statement of Changes in Consolidated Stockholders’ Equity

Year ended 31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

Attributable to equity holders of the Company

Cumulative
remeasurement
result from
available
Retained forsale  Loan

Share  Reserve earnings Capital financial loss  Other Unappropriated Minority Total
Note  capital fund reserve reserve assets reserve reserve  profits Total interest  equity
Balances at October 31, 2006 2.927.232 3.158.481 5,242.902 - 275107 _ 806,524 26.714 14.952,595 27.389.555 - 27.389.555

Unrealised loss on available-for-sale

investments, net of faxes - - - - (453,851) - - - { 453651)" - 453851)
Realised gains on available-for-sale

securities transferred fo statement of

revenue and expenses - - - - { 33,265) - . - {33285 - { 33.285)
Met profit for the year - - - - - - 7492854 7492854 117,208 7610060*
Transfer to reserve fund - 2,436 - - - - - 2.436) - - -
Loan loss reserve transfer - - - - - 238078 - [ 239.078) - - -
Issue of preference shares - - - - - - - [ 100000y { 100,000 - { 100,000)
Issue of shares 3,642,578 - - - - - - - 3,642,578 - 3,642,578
Transfer to retained earnings reserve - - 750,000 - - - - [ 750,000) - - -
Minarity interest in net assets of acquired

subsidiaries - - - - - - - - - 1,812073 1,912,073
Dividends paid 54 - - - - - - - ( 3564741)(_3.564.741) (_04383) (_3.650.124)
Movement for the year 3642578 2436 750,000 _ - (486.916) _239.078 - 2836601 _6.983775 1534896 _6.918.671
Balances at October 31, 2007 6,569,810 3,160,917 5992902 - {211,809) 1,045600 26,714 17,789,196 34,373,330 1,934.896 36,308,226

Unrealised loss on available-for-sale

investments, net of taxes - - - - (1.850,778) - - - { 1,8507761 ( 218,086) { 2.068.862)
Realised gains on available-for-sale

securities transferred to statement of

revenue and expenses - - - - 42,780) - - - { 427801( 8570) ( 51350)
Movement on reserves relating to subsidiary - - . . - - (8999) - {8999 . (8,999)
Met profit for the year - . - - - - - 9390,739 9,300,739" 233318 9,624,057
Transfer of reserve relating to liquidation of

subsidiary - . 9,383 - - (4823){ 4560} . . -
Transfer to reserve fund - 35,190 - - - - 39190) - - -
Loan loss reserve transfer - - - - 255,615 { 255815} - - -
Transfer to retained earnings reserve - - 1,316,879 - - (1,316,879) - - -
Net movement in reserves for minority interest - - - - - { 24790) (24,790,
Dividends paid 54 - - - - - - - (_3.920582) (_3.820582) (_101,671) (_4.022 253)
Movement for the year - 39190 13168879 9.383 (1,893.556) _ 255615 (13.822) _3853913 _3.,567.602 (_119.799) _3447.803
Balances at October 31, 2008 6569610 3200107 7300781 9383 (2105365 1301215 12802 21643100 37940032 1815007 39756020

~ Total recognised income and expenses for the year attributable to equity holders of the company $7.497,183 {2007: $7,005,938) and total
recognised income and expenses for the year attributable to the minoerity interest $233,318 (2007 $117,208).
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Scotia Group Jamaica Limited

Statement of Consolidated Cash Flows

Year ended 31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

2008 Scotiabank Group Annual Report

Mote 2008 2007
Cash flows from operating activities
Mot peoll for the yoar 0 ER4 057 .50 0e0
iiems nol afecting cash
It ncoma & {32 5 400) {26403 D)
Interas) prpense L3 10550 200 BB By
Taation chamgs 3450 038 2557181
Dssprascibion 3 2 5 S5 18E
Amosabon af ntangis assel 240 SR 135 554
Impainrrsn Rostes on s 25 = 52506
Gan on sale of property, plan and oquepmen 8 i (Rl ikl
i on iy o Bty . (1B D)
G on Sae of shanss - i B TAEY
Wirite-otl Ol propety, plant and equipment 3 .03 =
Ban on Viaa shanes {__dsm a1z -
{ B 154 L54) { BETEEIY)
Changes m operplang aiseis and Rabitas
Lians {10, R S5aY {17, 440,081 )
Farbrpmant bonafes | 354.802) [ 615
Drepecess. by pubie: STA500 17,715 854
Pobcyhoidors” lund 3546 650 AHEEA7E
Orihar gesais, red { 5XEITM { 1LAIZ511)
Cxfwcer iabilitios, nod 203 986 L -1
D 50 paror Comniny & oo SUaRADE 20017 i  BIEA1m
Amounts duss from other banis { 3BTA 244) (| 1,743.754)
ACCouNS wilh pangan pnd Belioew puletarian { BE2ITH) i 32095 033
Finaricinl stsots ot i saiue thoough
proly and loss 1.008 265 § BE0.FET)
T ahlion rediver s 28 214 { BaTaat)
Dwposit with contral bank greates han S0 days { B.795,148) 6185 950
Amournits due 6 olher banks and fnarcial insttuions X5 2ed 15 02
Statutory reserves af Bank of Jamoica {452 387) [ 1.2E2E5)
Shelafiies: Sold ndel fepurchiits Sgfeemants _BOTR 46T 134T aT4
{1, TE2 aTa) 887 104
|derast fecehed 31,148 &an 0 S B
Imigressl pand (V0247 TEI) { B.BAZ 531)
Tidoniatac grieet {2500 o) i{ LA fhi)
Fiet cash fused nliprovided by oporating acivlies L 230T7) prd oLk
Cash flows from invesiing activities
ISR SRR 4 4307 358 (270654 TAT)
Piediged assels | 5,580 T 14 B2 TEEY
Govermment securniles purchasad under 1eSals aQreemls T4 T E2E 815
Prcseds from the sale of propaerty, plant and aquiprmien 12 0l 13210
Purchass of property, plant and oquipmant e { 591.038) | TIESE3)
Aot ssson al sulrkary - [ d212470
Procepds epm Iguaiabon of suCsicary 17,758 -
Procaads from saks of shases 240 030 04 T
Promessony notes {__216.986) — SR
Mol cash umad in irrvesiing aciivilies {_4.941.838 {19,060 375)
Caah flows frem operating and nvesting activitles (8324 008, i
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Scotia Group Jamaica Limited

Statement of Consolidated Cash Flows (continued)

Year ended 31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

Mot FoLil] AT
Cash flows from cporaiing and Invesiing
aciivities ipage 67) (B2 B e i ]
Cash Tiows from financing activities
g of shang capisl i RS
Diviciersds pasd 1o siockhoioers { 8520582 | 3854T41)
Drvvadarads pasd i manority inbacnsd {__101.671) G )
Ml CHSM used i Bnancing Aoines: (40P ) 1654
EMect of @xchinngs rabe changes on cash and
cash aquivalants — NG LG TR
it jdecranss [incieass in cash and cash equivalents (12 074 Baf) 4 B0 1 480
Cash ond cash sguivilents 8 baginhang of o AL bk Fdirrd. i
CASH AMD CASH BQUIVALENTS
AT END OF YEAR 20 LaasE 40 MATLIE
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Scotia Group Jamaica Limited

Statement of Revenue and Expenses

Year ended 31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

Mote 008
Mt intores! income and othor evenus
Dvaciaeed incaemi 3.811.719
Exprnsta
Oiporaing cuponsns 13 &g
Profit for the year 14 SElE Reh

Balance Sheet

31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

Hale 2008
ASSETS
Cash resources
ADCOUNES wath subsidinry 1= 47 B2
Investmant i) pEsdunes 5337 408
1 |

LEABILITIES

AT chrpes 1185
STOCKHOLDERS EQUITY

Shinne capial & 500 &0

Liraggeopiaimi profés CERORS

Total Slockholdors oquity B3 B0
Tuotal Exbdlitios and atockhalders squity Rag0 oen

The financial statements on pages 63 to 132 were approved for issue by the Board of Directors on
November 27, 2008 and signed on its behalf by:

A0l BB

Fiobert H. Pitfilid / Bruce F. Bowen
W 1A ecto |
Stgbie-Ann 5. Wight Keri-Gaye Brown

. 500 810

9383 611

Dirachor

Secretary
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Scotia Group Jamaica Limited

Statement of Changes in Stockholders’ Equity

Year ended 31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

Sharm Unappropristed
Hods Lagiial Erofits

Bssim of shues asa a1

Bl prodt o he paiod . o 500 Ta5
Dindcends paid e : LB Sy
Balances at October 31, 2007 8559 810 2 EZ3 B0
Ml pralit lor T year . 3 505 B56
Doty pasd 54 - {800 S
Balances st October 31, 2008 ) 2Apaors

* Tiodal recagrmad intorne and expendes. or T pedd 53005 856 (2007, 84000, T45)

Statement of Cash Flows

Year 31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

Hioie 2008
Cash flows from operating aclivities
Mt peofil fod the pear, bawg el cash
prosiced by oporaiing aciiviles XA S ASA
Changss in opesfalrg hssels and kabirses
Cahaer kabwinans P— | - -
et cash proviond by poTaing AcivES BT
Cash Nows from investing activities
Irprsteren in sudidiaries, Deing el cash sed
in irrensing poinbes —
Cash flows from financing actkeities
Issuwn ol sharoes L
Dhveiercls pad] (LS SEg
Fied s (s )/ prenvidhed By financing acinlies {00 SR
el (decrekia N aass in cash A cash squvaiens {  13581)
Cash eguivalenis af Beginning of year —61.203
CASH EQUIVALENTS AT END OF YEAR 20 g2
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Scotia Group Jamaica Limited

Notes to the Financial Statements

31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

1. Identification, Regulation and Licence 2. Summary of significant accounting policies

Scotia Group Jamaica Limited (“the Company”) is incorporated and
domiciled in Jamaica. It is a 71.78% subsidiary of The Bank of Nova
Scotia, which is incorporated and domiciled in Canada and is the ultimate
parent. The registered office of the Company is located at the Scotiabank
Centre, Corner of Duke and Port Royal Streets, Kingston.

The Company is the parent of The Bank of Nova Scotia Jamaica Limited,
which is licensed under the Banking Act, and Scotia DBG “(SDBG)”
Investments Limited, which is licensed under the Securities Act. The
Company and these two subsidiaries are listed on the Jamaica Stock
Exchange.

The principal accounting policies applied in the preparation of these
financial statements are set out below. These policies have been
consistently applied by the Group for all the periods presented, unless
otherwise stated.

(a) Basis of preparation
(i) Statement of compliance

These financial statements have been prepared in accordance
with and comply with International Financial Reporting Standards

(IFRS) and the Jamaican Companies Act.
The Company’s subsidiaries, which together with the Company are
referred to as “the Group”, are as follows: New standards and amendments to published standards and
interpretations that became effective during the year.
Holding by

Principal Financial Certain new standards, amendments to published standards and

Subsidiaries Activities Company  Subsidiary Year End interpretations came into effect during the current financial year.
e Bank of Nova Scofia The Qroup has_ assessed the relevance of all such amen_dments
Jan{aj&—-\LimE d o and |nterp.retat|ons ' and has adopted the following which are
and il subsidiaries. Barking 100% Oelober 31 relevant to its operations.
The Scatia Jamaica Building IFRS 7, Financial Instruments: Disclosures and the
Socety Mortgage Financing 100% October 31 Complementary Amendment to IAS 1,Presentation of Financial
Sootia Jamaica Lie Insuranca Stat_em_ents — Capital Disclosures are effective for rgporting periods
Company Limited \ifa Insurance 100% [acermher 31 beginning on or after January 1, 2007. IFRS 7 introduces new
’ disclosures to improve the information about financial instruments.
Scofia Jamaica General Insurance It requires the disclosure of qualitative and quantitative information
Brokers Limiled” Hon-trading 100% October 31 about exposure of risks arising from financial instruments including
Sotia Jamaica Financial Servses speciﬁed.min.imum.disclosure§ about crelz<.jit. risk,liquidity ris.k and
Limled Nar-lraing 100% Oclaber 31 market risk |nclud_|ng analygls of gen3|t|_V|ty to market risk. It
replaces IAS 30, Disclosures in the Financial Statements of Banks
Brighton Haldings Limited Mar+-trading 100% October 31 and Similar Financial Institutions, and some of the requirements in
IAS 32, Financial Instruments: Disclosure and Presentation. The
Scotia DBG Invesiments Limited _ o Amendment to IAS 1 introduces disclosures about the level of an
ang s subsiciares Investment Sanking  77.01% October 31 entity’s capital and how it manages capital. The adoption of
Scatia DBG Merchant Bank Limed Merchant Banking 100% Cctober 21 IFRS 7 and the amendments to IAS 1 resulted in additional
disclosures as set out in notes 46 and 48.
Sootia DBG Fund Managers Limited Unit Trust and Fund
I¥anagement 100% Octaber 31 IFRIC 11 IFRS 2 — Group and Treasury Share Transactions, which
Seata Jamaica Investmert became effective for_ annual reporing periods beginning on or after
Management Limiteg Nanrading 100% October 31 March 1, 2007, requires that a share-based payment arrangement
in which an entity receives goods or services as consideration for
A 'ij:.rlt:;ﬁ"‘g"”""l Compeny — its own equity instruments be accounted for as an equity settled
Financing 10 October 31 share-based payment transaction, regardless of how the equity
instruments are obtained. It also provides guidance on whether
DB&G Corpurale Services Limiled Adminisirative share-based payment arrangements, in which suppliers of goods
and Managemert ) or services of an entity are provided with equity instruments of the
sarvicas 100% October 31 entity’s parent should be accounted for as cash-settled or equity-
Billy Craig Invessments Linied No-taing By Ortober 31 settled in the' er]tity’s financial state'ments. This standard did not
have a material impact on the financial statements.
Interlink Invasiments Limited Mon-trading 10Fa Qgtober 31

Amendments to IAS 39 Financial Instruments:Recognition and
Measurement and IFRS 7: Financial Instruments Disclosures
came into effect October 2008. One of the company’s
subsidiaries, Scotia DBG Investments Limited, adopted the
amendments. The amendments permit an entity to reclassify
non-derivative financial assets (other than those designated at fair
value through profit or loss by the entity upon initial recognition) out
of the fair value through profit or loss category in particular
circumstances. The amendment also permits an entity to transfer
from the available-for-sale category to the loans and receivables
category a financial asset that would have met the definition of loans
and receivables (if the financial asset had not been designated

* Scotia Jamaica General Insurance Brokers Limited was liquidated in a members
voluntary winding up on October 31, 2008.

All of the company’s subsidiaries, except for Interlink Investments Limited, are

incorporated and domiciled in Jamaica. Interlink Investments Limited is
incorporated in Grand Cayman.

2008 Scotiabank Group Annual Report Al



Scotia Group Jamaica Limited

Notes to the Financial Statements (continued)

31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

2. Summary of significant accounting policies

72

(a) Basis of preparation

(i) Statement of compliance (continued)

as available-for-sale), if the entity has the intention and
ability to hold that financial asset for the foreseeable future.

The adoption of this amendment resulted in the
reclassification of certain investments from available-for-
sale to loans and receivables. The impact on the financial
results and the financial position of The Group and The
Company and the additional disclosures required by IFRS 7
in respect of these investments are set out in note 50.

New standards, and interpretations of and amendments
to existing standards, that are not yet effective:

At the date of authorisation of these financial statements,
certain new standards, and amendments to and
interpretations of existing standards, have been issued
which are not yet effective at balance sheet date and which
the Group has not early-adopted. The Group has assessed
the relevance of all such new standards, amendments and
interpretations with respect to the Group’s operations and
has determined that the following are relevant to its
operations:

IFRS 8, Operating Segments, which becomes effective for
annual reporting periods beginning on or after
January 1, 2009, replaces IAS 14 and sets out requirements
for disclosure of information about an entity’s operating
segments and also about the entity’s products and services,
the geographical areas in which it operates and its major
customers. The Group is currently assessing the impact
that IFRS 8 will have on the disclosures in the financial
statements.

IFRIC 13 Accounting for Customer Loyalty Programmes,
which becomes effective for financial periods beginning on
or after July 1, 2008, creates consistency in accounting for
customer loyalty plans. The interpretation is applicable to
all entities that grant awards as part of a sales transaction
(including awards that can be redeemed for goods or
services not supplied by the entity). The Group is evaluating
the impact IFRIC 13 will have on its financial statements.

IFRIC 14, IAS 19 — The Limit on a Defined Benefit Asset,
Minimum Funding Requirements and their Interaction,
which becomes effective for annual reporting periods
beginning on or after January 1, 2008, provides guidance
on assessing the limit set in IAS 19 on the amount of the
surplus that can be recognised as an asset. It also explains
how the pension asset or liability may be affected by a
statutory or contractual minimum funding requirement. This
interpretation is not expected to have a material impact on the
financial statements.

IAS 1 (Revised) Presentation of Financial Statements,

which becomes effective for annual reporting periods
beginning on or after January 1, 2009, requires the

2008 Scotiabank Group Annual Report

2. Summary of significant accounting policies

(a) Basis of preparation (continued)

(b)

@

(i)

(iii)

(v)

(U]

Statement of compliance (continued)

presentation of all non-owners changes in equity in one or
two statements: either in a single statement of
comprehensive income, or in an income statement of
comprehensive income. The Group is evaluating the
impact that the revised standard will have on the
financial statements.

IAS 23 (Revised) - Borrowing Costs, which becomes
effective for annual reporting periods beginning on or after
January 1, 2009, removes the option of either capitalising
borrowing costs relating to qualifying assets or expensing
the borrowing costs, and requires management to
capitalise borrowing costs attributable to qualifying
assets. Qualifying assets are assets that take a
substantial time to get ready for their intended use or
sale. The Group is evaluating the impact IAS 23
(Revised) will have on its financial statements.

Basis of measurement

The financial statements have been prepared on the
historical cost basis as modified for the revaluation of
available-for-sale financial assets and financial assets at
fair value through statement of revenue and expenses.

Use of estimates and judgements

The preparation of financial statements in conformity with
IFRS and the Companies Act requires the use of certain
critical accounting estimates. It also requires
management to exercise its judgement in the process of
applying the Group’s accounting policies. The areas
involving a higher degree of judgement or complexity, or
areas where assumptions and estimates are significant to
the financial statements, are disclosed in note 3.

Functional and presentation currency

These financial statements are presented in Jamaican
dollars, which is the Group’s functional currency. Except
where indicated to be otherwise, financial information
presented is shown in thousands of Jamaican dollars.

Comparative information
Where necessary, comparative figures have been

reclassified to conform with changes in the presentation in
the current year.

Basis of consolidation

The consolidated financial statements include the assets,
liabilities and results of operations of the Company and its
subsidiaries presented as a single economic entity.
Intra-group transactions, balances and unrealised gains on
transactions between group companies are eliminated.
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(d)

(e)

Basis of consolidation (continued)

Unrealised losses are also eliminated unless the transaction
provides evidence of impairment of the asset transferred.
Accounting policies of subsidiaries have been changed where
necessary to ensure consistency with the policies adopted by
the Group.

Subsidiaries are all entities over which the Group has the power
to govern the financial and operating policies, generally
accompanying a shareholding of more that one half of the
voting rights. The existence and effect of potential voting rights
that are currently exercisable or convertible are considered
when assessing whether the Group controls another entity.
Subsidiaries are consolidated from the date on which control is
transferred to the Group. They are no longer consolidated from
the date that control ceases.

The purchase method of accounting is used to account for the
acquisition of subsidiaries by the Group. The cost of
acquisition is measured as the fair value of the assets given,
equity instruments issued and liabilities incurred or assumed
at the date of exchange, plus costs directly attributable to the
acquisition. Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business combination are
measured initially at their fair values at the acquisition date,
irrespective of the extent of any minority interest. The excess
of the cost of acquisition over the fair value of the Group’s
share of the identifiable net assets acquired is recorded as
goodwill. If the cost of acquisition is less than the fair value of
the net assets of the subsidiary acquired, the difference is
recognized directly in the statement of consolidated revenue
and expenses.

Segment reporting

A business segment is a group of assets and operations
engaged in providing products or services that are subject to
risks and returns that are different from those of other
business segments.

Foreign currency translation

Assets and liabilities denominated in foreign currencies are
translated into Jamaican dollars at the exchange rates
prevailing at the balance sheet date, being the mid-point
between the Bank of Jamaica’s (the Central Bank) weighted
average buying and selling rates at that date.

Transactions in foreign currencies are translated at the rates of
exchange ruling at the dates of those transactions.

Revenue recognition
(i) Interestincome

Interest income is recognised in the statement of revenue
and expenses for all interest earning instruments on the
accrual basis using the effective interest method based on
the actual purchase price. The effective interest rate is the
rate that exactly discounts the estimated future cash
receipts through the expected life of the financial asset or

2. Summary of significant accounting policies (continued)

(e) Revenue recognition (continued)
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(i) Interest income (continued)

liability (or, where appropriate, a shorter period) to the
carrying amount of the financial asset. The effective interest

rate is established on initial recognition of the
financial asset and is not revised subsequently. Interest
income includes coupons earned on fixed income

investments and accretion of discount on treasury bills and
other discounted instruments, and amortization of
premium on instruments bought at a premium.

Where collection of interest income is considered
doubtful, or payment is outstanding for more than 90 days,
the banking regulations stipulate that interest should be
taken into account on the cash basis. IFRS requires that
when loans become doubtful of collection, they are written
down to their recoverable amounts and interest income is
thereafter recognised based on the rate of interest that was
used to discount the future cash flows for the purpose of
measuring the recoverable amount. However, such amounts
as would have been determined under IFRS are considered
to be immaterial.
(ii) Fee and commission
Fee and commission income are recognised on the accrual
basis when service has been provided. Origination fees,
for loans which are probable of being drawn down, are
recognised in the statement of revenue and expenses
immediately, as they are not considered material for
deferral.

Portfolio and other management advisory and service fees
are recognised based on the applicable service contracts.
Asset management fees are apportioned over the period
the service is provided. The same principle is applied for
financial planning and custody services that are
continuously provided over an extended period of time.

Fee and commission expenses relate mainly to transaction
and service fees, which are expensed as the services are
received.

(iii) Dividend income

Dividend income is recognized when the right to receive
payment is established.

(iv) Premium income
Premiums are recognised as earned when due.
Interest expense
Interest expense is recognised in the statement of revenue and
expenditures on the accrual basis using the effective interest
method. The effective interest rate is the rate that exactly
discounts the estimated future cash payments through the

expected life of the financial liability (or, where appropriate, a
shorter period) to the carrying amount of the financial liability.
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Claims

Death claims are recorded in the statement of revenue and
expenses net of reinsurance recoverable.

Reinsurance contracts held

The Group enters into contracts with reinsurers under which it is
compensated for losses on contracts it issues and which meet
the classification requirements for insurance contracts. The
benefits to which the Group is entitled under its reinsurance
contracts held are recognised as reinsurance assets.
Reinsurance does not relieve the originating insurer of its
liability.

Taxation

Taxation on the profit or loss for the period comprises current
and deferred taxes. Current and deferred taxes are recognised
as tax expense or benefit in the statement of revenue and
expenses except where they relate to items recorded in
stockholders’ equity, in which case they are charged or credited
to stockholders’ equity.

(i) Current taxation

Current tax charges are based on the taxable profit for
the period, which differs from the profit before tax
reported because it excludes items that are taxable or
deductible in other periods, and items that are never
taxable or deductable. The current tax is calculated at tax
rates that have been enacted at the balance sheet date.
(i) Deferred tax
Deferred tax liabilities are recognised for temporary
differences between the carrying amounts of assets and
liabilities and their amounts as measured for tax
purposes, which will result in taxable amounts in future
periods. Deferred tax assets are recognised for temporary
differences which will result in deductible amounts in
future periods, but only to the extent it is probable that
sufficient taxable profits will be available against which
these differences can be utilised. Deferred tax assets are
reviewed at each reporting date to determine whether it is
probable that the related tax benefit will be realised.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period in which the
asset will be realised or the liability will be settled based
on enacted rates.

Current and deferred tax assets and liabilities are offset
when the legal right of set-off exists, and when they relate
to income taxes levied by the same tax authority on
either the same taxable entity, or different taxable entities
which intend to settle current tax liabilities and assets on
a net basis.
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surance contracts
Classification

The Group issues contracts that transfer insurance risk or
financial risk or both.

Insurance contracts are those contracts that transfer
significant insurance risk. Such contracts may also transfer
financial risk. The Group defines insurance risk as
significant if an insured event could cause an insurer to pay
significant additional benefits in a scenario that has a
discernible effect on the economics of the transactions. As a
general guideline, the group defines as significant insurance
risk the possibility of having to pay benefits, at the occurrence
of an insured event, that is at least 10% more than the
benefits payable if the insured event did not occur.

Recognition and measurement
Insurance contracts

These contracts insure human life events (for example death
or permanent disability) over a long duration. The accounting
treatment differs according to whether the contract bears
investment options or not. Under contracts that do not bear
investment options, premiums are recognised as income
when they become payable by the contract holder and
benefits are recorded as an expense when they are incurred.

Under contracts that bear an investment option, insurance
premiums received are initially recognised directly as
liabilities. These liabilities are increased by credited interest
and are decreased by policy administration fees, mortality and
surrender charges and any withdrawals; the resulting liability
is the Life Assurance Fund. Income consists of fees deducted
for mortality, policy administration and surrenders. Interest
credited to the account and benefit claims in excess of the
account balances incurred in the period are recorded as
expenses in the statement of revenue and expenses.

Insurance contract liabilities are determined by an
independent actuary using the Policy Premium Method of
valuation as discussed in Note 3(iv). These liabilities are, on
valuation, adjusted through the income statement to reflect
the valuation determined under the Policy Premium Method.

Policyholders’ fund

The policyholders’ fund has been calculated using the Policy
Premium Method (PPM) of valuation. Under this method explicit
allowance is made for all future benefits and expenses under
the policies. The premiums, benefits and expenses for each
policy are projected and the resultant future cash flows are
discounted back to the valuation date to determine the reserves.

The process of calculating policy reserves necessarily involves
the use of estimates concerning such factors as mortality and
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(k) Policyholders’ fund (continued)
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morbidity rates, future investment yields and future expense
levels. Consequently, these liabilities include reasonable
provisions for adverse deviations from the estimates.

An actuarial valuation is prepared annually. Any adjustment to
the reserves is reflected in the period to which it relates.

Financial assets and liabilities

Financial instruments carried on the balance sheet include cash
resources, investments, securities purchased under resale
agreements, pledged assets, loans and leases, other assets,
deposits, other liabilities and policyholders’ fund.

The fair values of the Group’s financial instruments are
discussed in note 47.

(i) Recognition

The Group initially recognises loans and advances and
deposits on the date that they are originated. All other
financial assets and liabilities (including assets and
liabilities designated as at fair value through profit or loss)
are initially recognized on the settlement date - the date
at which the Group becomes a party to the contractual
provisions of the instrument.

(i) Derecognition

The Group derecognises a financial asset when the
contractual rights to the cash flows from the 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 Group is
recognized as a separate asset or liability.

The Group derecognises a financial liability when its
contractual obligations are discharged, cancelled or have
expired.

The Group enters into transactions whereby it transfers
assets recognized on its balance sheet, but retains either all
risks and rewards of the transferred assets or a portion of
them. If all or substantially all risks and rewards are
retained, then the transferred assets are not derecognized
from the balance sheet. Transfers of assets with retention
of all or substantially all risks and rewards include, for
example, securities lending and repurchase transactions.

(m) Financial assets

The Group classifies its financial assets into the following
categories: financial assets at fair value through profit and loss;
loans and receivables; held-to-maturity; and available-for-sale
financial assets. Management determines the classification of
its investments at initial recognition.

2. Summary of significant accounting policies (continued)

(m) Financial assets (continued)

(i) Financial assets at fair value through profit and loss

This category includes financial assets held for trading. A
financial asset is classified in this category at inception if
acquired principally for the purpose of selling in the short
term or if so designated by management. These assets are
carried at fair value and all related gains and losses are
included in the statement of revenue and expenses.

(i) Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. They arise when the Group provides
money or services directly to a debtor with no intention of
trading the receivable.

(iii) Held-to-maturity

Held-to-maturity investments are non-derivative financial
assets with fixed or determinable payments and fixed
maturities that the Group’s management has the positive
intention and ability to hold to maturity. Were the Group to
sell other than an insignificant amount of held-to-maturity
assets, the entire category would be compromised and re
classified as available-for-sale.

(iv) Available-for-sale

Available-for-sale investments are those non-derivative
financial assets that are designated as available-for-sale or
are not classified in the above three categories; they are
intended to be held for an indefinite period of time, and may
be sold in response to needs for liquidity or changes in
interest rates, exchange rates or market prices. They are
initially recognized at cost, and subsequently remeasured
at fair value. Unrealised gains and losses arising from
changes in fair value of available-for-sale investments are
recognized in stockholders’ equity. On disposal of these
investments, the unrealized gains or losses included in
stockholders’ equity are transferred to the statement of
revenue and expenses.

Purchases and sales of financial assets at fair value
through profit or loss, held-to-maturity and available-for-
sale are recognised at the settlement date - the date on
which an asset is delivered to or by the Group. Loans are
recognised when cash is advanced to the borrowers.
Financial assets are initially recognised at fair value plus
transaction costs for all financial assets not carried at fair
value through profit or loss.

Subsequent to initial recognition at cost, available-for-sale financial
assets and financial assets at fair value through profit and
loss are carried at fair value. Loans and receivables are carried at
amortised cost using the effective interest method. Gains and
losses arising from changes in the fair value of the ‘financial assets
at fair value through profit or loss’ category are included in the
statement of revenue and expenses in the period in which they arise.

2008 Scotiabank Group Annual Report 75



76

Scotia Group Jamaica Limited

Notes to the Financial Statements (continued)

31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

2. Su

mmary of significant accounting policies (continued)

(m) Financial assets (continued)

(n)

(0)

P)

Gains and losses arising from changes in the fair value of
available-for-sale financial assets are recognised directly in
equity, until the financial assets are derecognised or impaired, at
which time the cumulative gains or losses previously recognised
in equity are recognised in profit or loss. However, interest, which
is calculated using the effective interest method, is recognised in
the statement of revenue and expenses.

A financial asset is considered impaired if its carrying amount
exceeds its estimated recoverable amount. Impairment losses
are recognised in the statement of revenue and expenses. The
amount of the impairment loss for an asset carried at amortised
cost is calculated as the difference between the asset'’s carrying
amount and the present value of expected future cash flows
discounted at the original effective interest rate. The recoverable
amount of a financial asset carried at fair value is the present
value of expected future cash flows discounted at the current
market interest rate for a similar financial asset. When a
subsequent event causes the amount of impairment loss to
decrease, the impairment loss is reversed through profit or loss.

Investment in subsidiaries

Investments by the Company in subsidiaries are stated at
cost less impairment losses.

Repurchase and reverse repurchase agreements

Securities sold under agreements to repurchase (repurchase
agreements) and securities purchased under agreements to
resell (reverse repurchase agreements) are treated as
collateralised financing transactions. The difference between the
sale/purchase and repurchase/resale price is treated as interest
and accrued over the life of the agreements using the effective
yield method.

Securities sold subject to repurchase agreements are
reclassified in the financial statements as pledged assets when
the transferee has the right by contract or custom to sell or
repledge the collateral.

Loans and advances and allowance for impairment losses

Loans and advances are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market and that the Group does not intend to sell immediately or
in the near term.

Loans are stated net of unearned income and allowance for
credit losses.

Loans are recognised when cash is advanced to borrowers.
They are initially recorded at fair value of the consideration
given, which is the cash disbursed to originate the loan,
including any transaction costs, and are subsequently measured
at amortised cost using the effective interest rate method.
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Loans and advances and allowance for impairment losses
(continued)

An allowance for loan impairment is established if there is
objective evidence that the Group will not be able to collect all
amounts due according to the original contractual terms of loans.
The amount of the provision is the difference between the
carrying amount and the recoverable amount, being the present
value of expected cash flows, including amounts recoverable
from guarantees and collateral, discounted at the original
effective interest rate of the impaired loans.

Aloan is classified as impaired when, in management'’s opinion,
there has been a deterioration in credit quality to the extent that
there is no longer reasonable assurance of timely collection of
the full amount of principal and interest. As required by statutory
regulations, if a payment on a loan is contractually 90 days in
arrears, the loan will be classified as impaired, if not already
classified as such. Any credit card loan that has a payment that
is contractually 90 days in arrears is written-off.

When a loan is classified as impaired, recognition of interest in
accordance with the terms of the original loan ceases, and
interest is taken into account on the cash basis. Interest income
on impaired loans has not been recognised, as it is not
considered material.

Statutory and other regulatory loan loss reserve amounts that
exceed the amounts required under IFRS are included in a non-
distributable loan loss reserve as an appropriation of profits.

Acceptances and guarantees

The Group’s potential liability under acceptances and
guarantees is reported as a liability in the balance sheet. The
Group has equal and offsetting claims against its customers in
the event of a call on these commitments, which are reported
as an asset.

Intangible assets

(i) Intangible assets acquired separately

Intangible assets acquired separately are reported at cost
less accumulated amortisation and accumulated
impairment losses. Amortisation is charged on a straight-
line basis over their estimated useful lives. The estimated
useful life and amortisation method are reviewed at the end
of each annual reporting period, with the effect of any
changes in estimate being accounted for on a prospective
basis.

(i) Intangible assets acquired in a business combination
Intangible assets acquired in a business combination are
identified and recognised separately from goodwill where
they satisfy the definition of an intangible asset and their
fair values can be measured reliably. The cost of such
intangible assets is their fair value at the acquisition date.
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Intangible assets (continued)

(i)

(iii)

Intangible assets acquired in a business combination
(continued)

Subsequent to initial recognition, intangible assets acquired
in a business combination are reported at cost less
accumulated amortisation and accumulated impairment
losses, on the same basis as intangible assets acquired
separately.

Impairment of tangible and intangible assets excluding
goodwill

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible assets to determine
whether there is any indication that those assets are
impaired. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the
extent of the impairment loss (if any). Where it is not
possible to estimate the recoverable amount of an
individual asset, the Group estimates the recoverable
amount of the cash-generating unit to which the asset
belongs. Where a reasonable and consistent basis of
allocation can be identified, corporate assets are also
allocated to individual cash-generating units, or otherwise
they are allocated to the smallest group of cash-generating
units for which a reasonable and consistent allocation basis
can be identified.

Intangible assets with indefinite useful lives are tested for
impairment annually, and whenever there is an indication
that the asset may be impaired.

Recoverable amount is the higher of fair value less costs to
sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the
risks specific to the asset for which the estimates of future
cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or cash-generating unit) is
reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss, unless the relevant
asset is carried at a revalued amount, in which case the
impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or cash-generating unit) is
increased to the revised estimate of its recoverable amount,
but so that the increased carrying amount does not exceed
the carrying amount that would have been determined had
no impairment loss been recognised for the asset (or cash-
generating unit) in prior years. A reversal of an impairment
loss is recognised immediately in profit or loss, unless the
relevant asset is carried at a revalued amount, in which
case the reversal of the impairment loss is treated as a
revaluation increase.

2. Summary of significant accounting policies (continued)
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(vi)
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Goodwill

Goodwill arising on the acquisition of a subsidiary or a
jointly controlled entity represents the excess of the cost of
acquisition over the Group's interest in the net fair value of
the identifiable assets, liabilities and contingent liabilities of
the subsidiary or jointly controlled entity recognised at the
date of acquisition. Gooduwill is initially recognised as an
asset at cost and is subsequently measured at cost less
any accumulated impairment losses.

For the purpose of impairment testing, goodwill is allocated
to each of the Group’s cash-generating units expected to
benefit from the synergies of the combination. Cash-
generating units to which goodwill has been allocated are
tested for impairment annually, or more frequently when
there is an indication that the unit may be impaired. If the
recoverable amount of the cash-generating unit is less than
the carrying amount of the unit, the impairment loss is
allocated first to reduce the carrying amount of any goodwill
allocated to the unit and then to the other assets of the unit
pro-rata on the basis of the carrying amount of each asset
in the unit. An impairment loss recognised for goodwill is
not reversed in a subsequent period.

On disposal of a subsidiary or a jointly controlled entity, the
attributable amount of goodwill is included in the
determination of the profit or loss on disposal.

Any excess of the cost of acquisition over the Group’s share
of the net fair value of the identifiable assets, liabilities and
contingent liabilities of an associate recognised at the date
of acquisition is recognised as goodwill. The goodwill is
included within the carrying amount of the investment and
is assessed for impairment as part of that investment. Any
excess of the Group’s share of the net fair value of the
identifiable assets, liabilities and contingent liabilities over
the cost of acquisition, after reassessment, is recognised
immediately in profit or loss.

Customer relationships

This asset represents the present value of the benefit to the
Group from customer lists, contracts, or customer
relationships that can be identified separately and
measured reliably. Customer relationships include those of
SDBG, SDBG Merchant Bank and Stockbroking customer
relationships with an estimated useful life of 15 years.

Contract-based intangible asset

Contract-based intangible assets represent the Group’s
right to benefit from SDBG’s Unit Trust Management
contracts and EasyOwn consumer financing contracts.
This asset has an indefinite useful life and is therefore
tested for impairment annually and whenever there is an
indication that the asset may be impaired.
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Intangible assets (continued)
(vii) Licences

The asset represents the value of SDBG’s Jamaica Stock
Exchange seat, which has an indefinite useful life. The
asset is tested for impairment annually, and whenever there
is an indication that the asset may be impaired.

(viii) Tax Shield

The asset represents the present value of tax saving on
tax-free bonds held by SDBG Investments Limited and
SDBG Merchant Bank, recognised to the extent that it is
probable that there will be sufficient taxable profits against
which to utilise the benefit. The carrying amount of the tax
asset is reviewed at each balance sheet date and reduced
to the extent that the benefit is already realised, or it is no
longer probable that sufficient taxable profits will be
available to allow all or part of the asset to be recovered.
The assets are measured at the tax rate that is expected to
apply in the period in which the asset is realised, based on
tax rates (and tax laws) that have been enacted by the
balance sheet date.

(ix) Computer software

Costs associated with developing or maintaining computer
software programs are recognised as an expense as
incurred. Costs that are directly associated with acquiring
identifiable and unique software products which are
expected to generate economic benefits exceeding costs
beyond one year, are recognised as intangible assets.
However, such costs are expensed where they are
considered to be immaterial.

(s) Leases

(i) As lessee

Leases of property, plant and equipment where the
Group has substantially all the risks and rewards of
ownership are classified as finance leases. Finance
leases are recognised at the inception of the lease at the
lower of the fair value of the leased asset and the
present value of minimum lease payments. Each lease
payment is allocated between the liability and interest
charges so as to produce a constant rate of charge on
the lease obligation. The interest element of the lease
payments is charged as an expense and included in the
statement of revenue and expenses over the lease
period.

Leases where a significant portion of the risks and
rewards of ownership are retained by the lessor are
classified as operating leases. Payments under
operating leases are charged to the statement of
revenue and expenses on the straight-line basis over the
period of the lease.
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(s) Leases (continued)

(i) As lessor

When assets are leased out under a finance lease, the
present value of the lease payments is recognised as
a receivable. The difference between the gross
receivable and the present value of the receivable is
recognised as unearned finance income. Lease
income is recognised over the term of the lease in a
manner which reflects a constant periodic rate of
return on the net investment in the lease.

Assets leased out under operating leases are included in
property, plant and equipment in the balance sheet.
They are depreciated over their expected useful lives on
a basis consistent with similar owned assets. Rental
income is recognised on the straight-line basis over the
lease term.

(t) Property, plant and equipment

Land is stated at historical cost. All other property, plant and
equipment are stated at historical cost less accumulated
depreciation and, if any, impairment losses. Cost includes
expenditures that are directly attributable to the acquisition
of the asset.

Expenditure subsequent to acquisition are included in the
asset's carrying amount or are recognised as a separate
asset, as appropriate, only when it is probable that future
economic benefits associated with the expenditure will flow
to the Group and the cost of the item can be measured
reliably. All other expenditure is classified as repairs and
renewals and charged as expenses in the statement of
revenue and expenses during the financial period in which
itis incurred.

Depreciation and amortisation are calculated on the
straight-line method at rates that will write off the
depreciable amount of the assets over their expected
useful lives, as follows:

Buildings 40 Years
Furniture, fixtures and equipment 10 Years
Computer equipment 4 Years
Motor vehicles 5 Years

Leasehold improvements Year of lease
The depreciation methods, useful lives and residual values
are reassessed at the reporting dates.

Property, plant and equipment are reviewed periodically for
impairment. Where the carrying amount of an asset is
greater than its estimated recoverable amount, it is written
down immediately to its recoverable amount.

Gains and losses on disposal of property, plant and
equipment are determined by reference to their carrying
amount and are taken into account in determining the
profit for the year.
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(u) Employee Benefits

Employee benefits are all forms of consideration given by the Group
in exchange for service rendered by employees. These include
current or short-term benefits such as salaries, bonuses, NIS
contributions, vacation leave; non-monetary benefits such as medical
care; post-employments benefits such as pensions; and other long-
term employee benefits such as termination benefits.

Employee benefits that are earned as a result of past or current
service are recognised in the following manner: Short-term employee
benefits are recognised as a liability, net of payments made, and
charged as expense. The expected cost of vacation leave that
accumulates is recognised when the employee becomes entitled to
the leave. Post-employment benefits, termination benefits and equity
compensation benefits are accounted for as described below. Other
long-term benefits are not considered material and are charged off
when incurred.

i)

Pension obligations

The Group operates both a defined benefit and a defined
contribution pension plans. The assets of both plans are held in
separate trustee-administered funds. The pension plans are
funded by payments from employees and by the relevant group
companies, after, in the case of the defined benefit plan, taking
the recommendations of the actuary into account.

The asset or liability in respect of defined benefit plans is the
difference between the present value of the defined benefit
obligation at the balance sheet date and the fair value of plan
assets, adjusted for unrecognised actuarial gains/losses and
past service cost. Where a pension asset arises, the amount
recognised is limited to the net total of any cumulative
unrecognised net actuarial losses and past service cost and the
present value of any economic benefits available in the form of
refunds from the plan or reduction in future contributions to the
plan. The pension costs are assessed using the Projected Unit
Credit Method. Under this method, the cost of providing
pensions is charged to the statement of revenue and expenses
so as to spread the regular cost over the service lives of the
employees in accordance with the advice of the actuaries, who
carry out a full valuation of the plan every year in accordance
with IAS 19. The pension obligation is measured at the present
value of the estimated future cash outflows using estimated
discount rates based on market yields on Government securities
which have terms to maturity approximating the terms of the
related liability.

A portion of actuarial gains and losses is recognised in the
statement of revenue and expenses if the net cumulative
unrecognised actuarial gains or losses at the end of the
previous reporting period exceeded 10 percent of the greater of
the present value of the gross defined benefit obligation and the
fair value of plan assets at that date. Any excess actuarial gains
or losses are deferred and recognised in the statement of
revenue and expenses over the average remaining service lives
of the participating employees.

Contributions to defined contribution plans are charged to the
statement of revenue and expenses in the period to which it
relates.

2. Summary of significant accounting policies (continued)

(u)

Employee Benefits

(if)

(i)

(iv)

2008 Scotiabank Group Annual Report

Termination obligations

Termination benefits are payable whenever an employee’s
employment is terminated before the normal retirement
date or whenever an employee accepts voluntary
redundancy in exchange for these benefits. The Group
recognises termination benefits when it is demonstrably
committed to either terminate the employment of current
employees according to a detailed formal plan without the
possibility of withdrawal or to provide termination benefits
as a result of an offer made to encourage voluntary
redundancy. Benefits falling due more than twelve months
after the balance sheet date are discounted to present
value.

Other post-retirement obligations

The Group also provides supplementary health, dental and
life insurance benefits to qualifying employees upon
retirement. The entittement to these benefits is usually
based on the completion of a minimum service period and
the employee remaining in service up to retirement age.
The expected costs of these benefits are accrued over the
period of employment, using an accounting methodology
similar to that for defined benefit pension plans. These
obligations are valued annually by qualified independent
actuaries.

Equity compensation benefits

The Group has two Employee Share Ownership Plans
(ESOPs) for eligible employees. In the case of the first, the
Group provides a fixed benefit to each participant, which is
linked to the number of years of service. This benefit is
recorded in salaries and staff benefits expense in the
statement of revenue and expenses.

The amount contributed to the ESOP trust (note 55) by the
Group for acquiring shares and allocating them to
employees is recognised as an employee expense at the
time of making the contribution, as the effect of recognising
it over the two-year period in which the employees become
unconditionally entitled to the shares, is not considered
material. Further, the effect of forfeitures is not considered
material.

The special purpose entity that operates the Plan has not
been consolidated as the effect of doing so is not
considered material.

In the case of the second, the Group provides a fixed
benefit to eligible employees, after one full year of service.
This benefit is recorded in salaries and staff benefits
expense in the statement of revenue and expenses.

The amount contributed to the ESOP trust (note 55) by the
Group for acquiring shares and allocating them to employees is
recognised as an employee expense at the time of making the
contribution. The special purpose entity that operates the Plan
has been consolidated.

79



Scotia Group Jamaica Limited

Notes to the Financial Statements (continued)

31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

2. Summary of significant accounting policies (continued)

()

(w

-

*)

()

Borrowings

Borrowings are recognised initially at fair value, being their
issue proceeds (fair value of consideration received) net of
transaction costs incurred. Borrowings are subsequently
stated at amortised cost. Any difference between proceeds,
net of transaction costs, and the redemption value is
recognised in the statement of revenue and expenses
immediately, as they are not considered material for deferral.

Share capital

(i) Classification
Ordinary shares are classified as equity when there is no
obligation to transfer cash or other assets.

Preference share capital is classified as equity except
where it is redeemable on a specific or determinable date
or at the option of the shareholders and/or if dividend
payments are not discretionary, in which case it is
classified as a liability. Dividend payments on preference
shares classified as a liability are recognized in the
statement of revenue and expenses as interest expense.

(i) Share issue costs

Incremental costs directly attributable to the issue of new

shares or to the acquisition of a business are shown in

equity as a deduction, net of tax, from the proceeds.

(iii) Dividends

Dividends are recorded in the financial statements in the

period in which they are approved by the Board of

Directors.

Fiduciary activities

The Group commonly acts as trustee and in other fiduciary
capacities that result in the holding or placing of assets on
behalf of individuals, trusts, retirement benefit plans and other
institutions. These assets, and income arising thereon, are
excluded from these financial statements, as they are not
assets of the Group.

Cash and cash equivalents

For the purpose of the cash flow statement, cash and cash
equivalents include notes and coins on hand, unrestricted
balances held with Bank of Jamaica, amounts due from other
banks, and highly liquid financial assets with original maturities
of less than ninety days, which are readily convertible to known
amounts of cash, and are subject to insignificant risk of changes
in their fair value.

3. Critical accounting estimates, and judgements in applying
accounting policies

80

The Group makes estimates and assumptions that affect the reported
amounts of assets and liabilities within the next financial year.
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3. Critical accounting estimates, and judgements in applying
accounting policies (continued)

Estimates and judgements are continually evaluated and are based
on historical experience and other factors, including expectations of
future events that are believed to be reasonable under the
circumstances.

@)

(i)

(iii)

Impairment losses on loans and advances

The Group reviews its loan portfolios to assess impairment at
least on a quarterly basis. In determining whether an impairment
loss should be recorded in the statement of revenue and
expenses, the Group makes judgements as to whether there is
any observable data indicating that there is a measurable
decrease in the estimated future cash flows from a portfolio of
loans before the decrease can be identified with an individual
loan in that portfolio. This evidence may include observable data
indicating that there has been an adverse change in the
payment status of borrowers in a group, or national or local
economic conditions that correlate with defaults on assets in the
Group. Management uses estimates based on historical loss
experience for assets with credit risk characteristics and
objective evidence of impairment similar to those in the
portfolio when scheduling its future cash flows. The methodology
and assumptions used for estimating both the amount and
timing of future cash flows are reviewed regularly to reduce any
differences between loss estimates and actual loss experience.
To the extent that the net present value of estimated cash flows
differs by +/-5 percent, the provision would be an estimated
$110,134 (2007: $49,218) higher or $102,186 (2007: $49,224)
lower.

Held-to-maturity investments

The Group follows the guidance of IAS 39 in classifying non-
derivative financial assets with fixed or determinable payments
and fixed maturity as held-to-maturity. This classification requires
judgement. In making this judgement, the Group evaluates its
intention and ability to hold such investments to maturity. If the
Group fails to keep these investments to maturity other than in
the specific permissible circumstances - for example, selling
other than an insignificant amount close to maturity - it will be
required to reclassify the entire class as available-for-sale. The
investments would therefore be measured at fair value, not
amortised cost. If the entire class of held-to-maturity investments
is compromised, the fair value would increase by $436,298
(2007: decrease of $408,801) with a corresponding entry in the
fair value reserve in stockholders’ equity.

Income taxes

Estimates and judgements are required in determining the
provision for income taxes. The tax liability or asset arising from
certain transactions or events may be uncertain during the
ordinary course of business. In cases of such uncertainty, the
Group recognises liabilities for possible additional taxes based
on its judgement. Where, on the basis of a subsequent
determination, the final tax outcome in relation to such matters
is different from the amount that was initially recognised, the
difference will impact the current and deferred income tax
provisions in the period in which such determination is made.
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3. Critical accounting estimates, and judgements in applying
accounting policies (continued)

(iii) Income taxes (continued)

Were the actual final outcome (on the judgement areas) to
differ by 10% from management's estimates, the Group would
need to:

- increase the income tax liability by $46,424 and the deferred tax
liability by $19,928, if unfavourable; or

- decrease the income tax liability by $46,424 and the deferred tax
liability by $19,928, if favourable.

(iv) Estimate of future payments and premiums arising from long-
term insurance contracts

The liabilities under long-term insurance contracts have been
determined using the Policy Premium Method of valuation.
Under this method explicit allowance is made for all future
benefits and expenses under the policies. The premiums,
benefits and expenses for each policy are projected and the
resultant future cash flows are discounted back to the valuation
date to determine the reserves. Any adjustment to the reserves
is reflected in the year to which it relates.

The process of calculating policy reserves necessarily involves
the use of estimates concerning such factors as mortality and
morbidity rates, future investment yields and future expense
levels. Consequently, these liabilities include reasonable
provisions for adverse deviations from the estimates. Estimates
are also made as to future investment income arising from the
assets backing long-term insurance contracts. These estimates
are based on current market returns as well as expectations
about future economic and financial developments.

These estimates are more fully described in note 12(c).
(v) Pension and other post-employment benefits

The cost of these benefits and the present value of the pension
and the other post-employment liabilities depend on a number of
factors that are determined on an actuarial basis using a
number of assumptions. The assumptions used in determining
the net periodic cost (income) for pension and other post-
employment benefits include the expected long-term rate of
return on the relevant plan assets, the discount rate and, in the
case of the post-employment medical benefits, the expected rate
of increase in medical costs. Any changes in these assumptions
will impact the net periodic cost (income) recorded for pension
and post- employment benefits and may affect planned funding
of the pension plans. The expected return on plan assets
assumption is determined on a uniform basis, considering
long-term historical returns, asset allocation and future estimates
of long-term investments returns. The Group determines the
appropriate discount rate at the end of each year; such rate
represents the interest rate that should be used to determine the
present value of estimated future cash outflows expected to be
required to settle the pension and post-retirement benefit

3. Critical accounting estimates, and judgements in applying

accounting policies (continued)
(v) Pension and other post-employment benefits (continued)

obligations. In determining the appropriate discount rate, the
Group considered interest rate of high-quality corporate bonds
that are denominated in the currency in which the benefits will be
paid, and that have terms to maturity approximating the terms of
the related pension liability. The expected rate of increase of
medical costs has been determined by comparing the historical
relationship of the actual medical cost increases with the rate of
inflation in the respective economies. Past experience has
shown that the actual medical costs have increased on average
by one time the rate of inflation. Other key assumptions for the
pension and other post retirement benefits cost and credits are
based, in part, on current market conditions.

Were the actual expected return on pension plan assets to
differ by 1% from management’s estimates, there would be no
impact on the consolidated net income. Similarly, were the actual
discount rate used at the beginning of the fiscal year, to differ by
1% from management’s estimates there would be no impact on
the consolidated net income. Were the assumed medical
inflation rate on the health plan to differ by 1.50% from
management estimates, the health expense would increase by
$70,487 or decrease by $51,704.

(vi) Recognition and measurement of intangible assets

The recognition and measurement of intangible assets, other
than goodwill, in a business combination, involve the utilization
of valuation techniques. These intangibles may be market
related, consumer related, contract based or technology based.

For significant amounts of intangibles arising from a business
combination, the Group utilizes independent professional
advisors to assist management in determining the recognition
and measurement of these assets.

4. Responsibilities of the appointed actuary and external auditors

The Board of Directors, pursuant to the Insurance Act, appoints the
Actuary whose responsibility is to carry out an annual valuation of
the Group’s policy liabilities in accordance with accepted actuarial
practice and regulatory requirements and report thereon to the
policyholders and stockholders. In performing the valuation, the
Actuary makes assumptions as to the future rates of interest, asset
defaults, mortality, morbidity, claims experience, policy termination,
inflation, reinsurance recoveries, expenses and other contingencies,
taking into consideration the circumstances of the Group and the
insurance policies in force.

The shareholders, pursuant to the Companies Act, appoint the
external auditors. Their responsibility is to conduct an independent
and objective audit of the financial statements in accordance with
International Standards on Auditing and report thereon to the
stockholders. In carrying out their audit, the auditors also make use
of the work of the appointed Actuary and his report on the
policyholders’ liabilities.
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5. Segmental financial information

The Group is organised into five main business segments:

(e)

(a) Retail Banking - incorporating personal banking services, 0]
personal customer current, savings and deposits accounts,
credit and debit cards, consumer loans and mortgages;

Insurance Services - incorporating the provision of life insurance;
and

Other operations of the Group — comprising non-trading
subsidiaries

Transactions between the business segments are on normal

(b) Corporate and Commercial Banking - incorporating non-
personal direct debit facilities, current accounts, deposits,
overdrafts, loans and other credit facilities, and foreign currency
transactions;

(c) Treasury - incorporating the Group’s liquidity and investment
management function, management of correspondent bank
relationships, as well as foreign currency trading;

(d) Investment Management Services — incorporating investments,
unit trusts, pension and other fund management, brokerage and
advisory services, and the administration of trust accounts;

commercial terms and conditions.

Segment assets and liabilities comprise operating assets and
liabilities, being the majority of the balance sheet, but exclude items
such as taxation, retirement benefit assets and obligations and
borrowings.

The Group'’s operations are located mainly in Jamaica.
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5. Segmental financial information (continued)
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6. Net Interest Income
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8. Net foreign exchange trading income

Net trading income includes gains and losses arising from foreign currency trading activities.

9. Net insurance premium income

Thes Grog
2008 2007
Groes wrilbon Fln-rl"r'l.l:m
Imdivacdual Il 232 2T 14
Group A7 NO56
756,243 617 640
s Ence ceied I._LIIE.'I Lﬂ
I54.538 Elr2is

84 2008 Scotiabank Group Annual Report



Scotia Group Jamaica Limited

Notes to the Financial Statements (continued)

31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

10. Other revenue

Other revenue includes $456,611 which represents the 2008 gain
on shares resulting from the exchange of the Bank's membership
interest in Visa International for equity shares in Visa Inc.
consequent to the reorganization of Visa International. The
reorganization involved a series of transactions by which Visa
International, Visa U.S.A. and Visa Canada became subsidiaries of
a Delaware stock corporation, Visa Inc., and was completed on
October 2, 2007. Upon completion of the restructuring, common

11. Salaries, pension contributions and other staff benefits
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shares were issued by Visa Inc. to each member of a class
corresponding to the Visa region with which each member is
associated. The Bank was advised of the restructuring in
April 2008. At that time there was also a forced redemption of 52%
of the shares received. The remaining shares (48%) are subject
to a lock up period of three years ending March 2011, during which
the shares cannot generally be sold or transferred.
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12. Policyholders’ benefits and reserves
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12. Policyholders’ benefits and reserves (continued)

(c) Policy assumptions

Policy liabilities have two major assumptions, best estimate
adverse deviation

assumptions and provisions for
assumptions.

(1) Best estimate assumptions:

Best estimate assumptions cover the lifetime of the
policies and are made for many variables including
mortality, morbidity, investment yields, rates of policy
termination, operating expenses and certain taxes.

(i)  Mortality and morbidity

The assumptions are based on industry
experience. See note 3(iv) for further details.

(i) Investment yields

The Group matches assets and liabilities by line of
business. The Group does not project asset and
liability —cash flows under reinvestment
assumptions; instead it uses a projected portfolio
rate with a conservative bias.

The Group has assumed a portfolio rate of 12.73%
beginning November 2008, decreasing monthly to
8% in the year 2014, and then decreasing yearly to
6% in the year 2027 and later. Assumed interest
rates are net of investment income tax and have
been decreased by 0.50% as a margin for adverse
deviation.

The main source of the uncertainty is the fluctuation
in the economy, as lower yields would result in
higher reserves and reduced income.

(iii) Persistency

Persistency assumptions are made in relation to
the time since inception that a policy exists before
it lapses or is surrendered. Lapses relate to
termination of policies due to non-payment of
premiums. Surrenders relate to voluntary
termination of policies by the policyholders. Policy
terminations are based on the Group’s own
experience adjusted for expected future conditions.

The expected lapse rates are 2% in the first year,
8% in the second year, 7% in the third year and 6%
thereafter. Amargin for adverse deviation is added
by increasing or decreasing the lapse rates,
whichever is adverse, by 20%.

The main source of uncertainty derives from
changes in policyholder behaviour as it relates to
changes in conditions.

12. Policyholders’ benefits and reserves (continued)

(c) Policy assumptions (continued)

()

@

Best estimate assumptions (continued):
(iv) Policy expenses and inflation

Policy maintenance expenses are derived from the
Group’s own internal cost studies projected into the
future with an allowance for inflation.

Inflation is assumed to be 6.92% beginning
November 2008, decreasing monthly to 5% in the
year 2014, and then decreasing to 3% in year 2027
and later.

A margin for adverse deviation is added by
increasing the maintenance expenses by 10% of
the best estimate assumption.

(v) Partial withdrawal of policy funds

The Group’s contracts allow policyholders to
withdraw portion of the funds accumulated under
the contract without surrendering the entire
contract. Partial withdrawal rates are derived from
the Group’s own experience. A margin for adverse
deviation is added by increasing the partial
withdrawal rates by 10% of the best-estimate
assumption.

(vi) Taxation

It is assumed that current tax legislation and rates
continue unaltered.

Provision for adverse deviation assumptions

The basic assumptions made in establishing policy
liabilities are best estimates for a range of possible
outcomes. To recognise the uncertainty in establishing
these best estimates, to allow for possible deterioration
in experience and to provide greater comfort that the
reserves are adequate to pay future benefits, the
appointed actuary is required to include a margin in each
assumption.

The impact of these margins is to increase reserves
and so decrease the income that would be recognised
on inception of the policy. The Canadian Institute of
Actuaries prescribes a range of allowable margins. The
Group uses assumptions at the conservative end of
the range, taking into account the risk profiles of the
business.
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13. Expenses by nature
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15. Taxation

{a)
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16.

17.

18.

90

Earnings per stock unit

Blsic sarnings ped siock wnil is calculased by dividing the nil profil sfiributable o stockholdeds of the company by

the weightad verage number ol ordinary siock units in Esue during e year

[
Mid profit altributable 10 stockholders of 1he company 8300, 135
WWeighted average numiber of ordnary stock units
i i (10009 AN1.573
Basic eamings per slock unil (expessed in § per shang) 5, ane
Cash and balances at Bank of Jamaica
2008
Simtutory resenves wilh Bank of
Jamacsh - inberaskbaating 4, B e
Satuiory reserves — non interes! beanng LAl Be
Todad stalulony resaraes (note 20) 11,053 681
Cash in hand and al bark [nole 20) o leaa e ]
EIACESERER)

2007
T AS2 A5

3019 403
1.

2007

3,245 003
S0

10,601,324
2210059
Mmten

Saiutory reserees wilh the Bank of Jambpics undsl Section 14 (1) of the Banking A, 1992 Sastion 14 of e
Financial instilution Act. and the Buillding Sociotes Rogulatons ropresaent tha noguired radio of 5% (2007; 5%) of tha
Bank's and Scalia DG kenchant Bank's and 1% [2007: 1%) ol ihe Socely’s priscribed kabililies, respectively. Thay

are ot avadabds for investment. lending or other usa by the Group

Amounts due from other banks

Ihe Group
2008 Fas, 11
Eems in cowrsa ol collecion from
othar banks T28 508 1,181 557
Placements with olher banks 12954 sa7 16843 310
11680803 1Rk
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Scotia Group Jamaica Limited

Notes to the Financial Statements (continued)

31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

19.

20.

21.

22.

Accounts with parent and fellow subsidiaries

These represent inter-company accounts held with the parent company and fellow subsidiaries in the normal course of business.

Cash and cash equivalents

—_  TheCeoug — The COMDEM
fran..: ] t.rd ) 27
Cash and balances wah Bank
of Jamaica 40,525 (35 32 710 650 - -
Less: statutory reserves [noba 17) (11,053 651) (10,501 324} vt =T A
29271 348 #2008 236 . .
Less: batancas al bank greater than
90 days (20,742 95| (11005 0as) L W
8,578 553 11,100,188
Apcounts with subsideary = - 47 B2 B1. 200
Gaovesmimend and bank noles oiher
(Fir Jisrenca BSR4 480 400 2T
Amounts gk froam other banks 5,714 802 14,173,708
Mocounts with paent and lellaw
subskiEanas 125 822 2 580, a4
Govamment of JAMasca e asury
blis and bonds T 54T B34 5,547 020
Chisrques and gl nstnuments
i frars (£577.600) 3.238. 788 i
19,734, T A0.BET T8 47T 642 61,208
Ly accruid interes! recenvable
on Bank of Jamaica Canlificabes ol
Deposil and Depodls vwath Banks (1365 273) L — S T8
pr=REER =Y sichddndd ALEAS Eladd
Financial assets at fair value through profit and loss
Ihe Grong
21008 27
Government of Jampica Sequrities . 280 352
Corporabe securilies - B4 000
Cuoted shares 116,851 22023
Linif brursds - Sa1, T66
Accnsad intarest : 5 186
L6851 L125.256

Capital management and government securities fund
{a) Capilal managamend (und

This fund represants the iImestment of contributons from thind-party clents. Changes in the value of the
fund at each valuation dabe are based on the net accnetion in the vabae of the nvesiments.

i) Governmant securities fund

The Geoup manages funds, on 8 non-fecourse basis, on behalf of invesiors. There i no kegal or squitabls
rigght o inberaest in thiese funds.
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Scotia Group Jamaica Limited

Notes to the Financial Statements (continued)

31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

23. Government securities purchased under resale agreements

The Group enters into reverse repurchase agreements collateralised by Government of Jamaica securities. These agreements may
result in credit exposure in the event that the counterparty to the transaction is unable to fulfil its contractual obligations.

The fair value of collateral held pursuant to reverse repurchase agreements is $349,686 (2007: $985,135) for the Group.

Inchdod in mestmont socurtios & tha lllowing amounds which ae regarded &5 cash equivalanis for (he
purpases of ihe slatement of cash lows

T Girgaip
2008 2007
5000 000
Dobt securitios with an original
maturity of lees than 50 days 405 LiED
24. Loans, after allowance for impairment losses
T Group
Pt i) Pt AT
Business and Govammant 45, 109 427 38 504 B51
Personal and credit casds a8 904 520 ag e 238
Fesidental morgages 6132772 4,952 BA4
Laases 144 B34 86,535
Intarest récanabe arg T —TEg a0
Total 0 581, 363 TrA23.108

Lass: allpwanca for impakmang
lnzses (mate 25) (BEdS1d) (__BEE04T)

Emgalils  Lodboanl

(il The aging of the loans af the reporting date was:

FalLs] L0007

Mt s chui et irmpined TLET0.505 £0.919.540
Fasi du bl Rol impaered oasns

Past dus 0-30 days 8,500, &7 4612514

Past dua 30-680 days 1,806 385 T16 597

Past due 60-50 days B 131 8 081

L0 L0008 103

mpained Dans mong hin S0 days past due S5Mm 4 2008, 17
Interest ieceivabde B7D Fai T A0
(3ross loan porifolio 50,581 353 T7A23.100
Less: Mowance lor impairment losses (__BB4 314} [__RB5654%)

Rl Delodssd
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Scotia Group Jamaica Limited

Notes to the Financial Statements (continued)

31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

24. Loans, after allowance for impairment losses (continued)

i

iy

{iiip

L]

The aging of the loans at (ke eparting date was (sontinued):

Based o hestoric delault rates, the Group befieves that no Enpasment alowance = necessany in iaspect af
boans not past due by and up 1o 30 days.

Thare aew o linancinl assots othar than thoss sied abowe thal wars ndeddually mpasred,

Renegotssied loans and lsases

Rastructuing activities include edended payment arfangemants, approved  axtemal managemaent plans.
mpdification and dederral ol payments, Following resireciuring, & previcusly overdue cusiomer account may
b sl 0 & nofmal stalus and managed logather with other simdar accounis afior canaful analysis and the
damansiralion ko manlan he schadulad payments over 3 prolanged period.

Restructuring polses and [ractices are bassd on indecators of crilena which, In the judgmem of
mianagemiend. indicate that payment will most ikely continue. These policses ane kepd undar conlinuous nevies

The Group's renogolialed bans thal would olherwise bo pasl dus or impained fotalled 535266 (2007:
£5,043).

Hepossessed cobaieral

During 2008, the Group cblainesd financal assals by 1aking possession of colateral i holds as secunty as
T bavers
e 207

Cupled Shares fife; ]

In general, the Group doas not oblain nancial of non financal assats by taking possession of collaseral i
T nanmial course of business, Ihie securily documentalion which governs the collateral chargisd in Eavous of
e Group b secua the debd, gives the Group express authorty bo repossess the collalaral in the event ol
dafault. Repossessed collaleral are s0ld as so0n as praclicable, wesh the proceeds used o reduce the

puisianding nesbiadness
Colaiersl aocaphed s sacunly for assats

Theg fair value of assets accepled as collaberal that the Group & panmified o sell or repledge in the absence
of delaul is MNil (2007 K. The i vadue of sny Such collaléral thal hes been Sold of repledged was il
{2007 NI
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Notes to the Financial Statements (continued)

31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

25.

94

Impairment losses on loans

Thee Giroiip
2008 2007
Teal non-perfoiming leans FA-TiAT iR
Pravision & boginreng of year A5S 542 478,260
ACOUIStoNS and disposais . 320175
Charged aganst renvnug during
tihe year 758 T58 525016
Bad debis wrilten off 11,002, Fai) {701,198
Recoveries of bad dabts 2716 _Eaaiz
At end of year mbiid LS LA
This comprises:
Spacific PIovSons §12,088 665, T20
General provisions 272278 —1B9.622
it 14 mi2dS
Allpwance jor mpasment losses

A koan ks classified as impaired 0 A5 book value saceeds the present value of the cash Bows actually expected in
future periods - Inetesi payments, princpal repayments, and procesds of hguldation of colaieral. Provsions for
credit iosses are made on all impaired loans, Uincollscted miseest nol accrued in thess financial statermnents on
impaired loans, was estimated at $228 521 &s & October 31, 2008 (2007 5252 2540 lor the Group

The lolal alawanod o 08 08358 18 Mads up as kolloes:

Tt CHroaip
2006 2007
Allwance based on accounting standand -
IAS 33 [s0e (a) below] BE4 314 H58,542
Additipnal alkovwance based on BOU
requintons [ses (b below] 1301215 1045500

alfiofy  Lalaidg

[E Thiz is tha allowance basad on the requirements of [AS 39, Faancind Instrumeands: Racagnition and
Measuremend, and is the amount included in B able above.

[} This & the aficwance based on regulabons ssued by the bankang regulator, Bank of Jamaica (BOJ). R
represants ha addibonal allowanss required (o meal the Bank of Jamaics Kan 1055 provsionng requersmeani
A non-dstnbulable loan loss resorve was estabished o represent the excess of the provesion mequired by
B0 ower the [AS 30 requrements.
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Scotia Group Jamaica Limited

Notes to the Financial Statements (continued)

31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

26. Lease receivables

Gioss invesimani in inanco loases rocavabia n
Blol latar fisn ond paas
Later than ona year and nol later than five years

Lapss: umasiirnad]l imsoimig
Ml imestment in fimance leases
Mat invesiment in finance leases may ba classified as follows:

Mol later han ons yaar
Lador than one yaar and not later than five years

1 Ceop

2006 Fiab. T
130,668 78,003
8263 0672
179,85 126 675
42201} 41990
lalran MR
100,275 49,425
37455 i ¥ -
e e

Thie provissaan fof uncollectible financs eass recehables amounted 1o 57,103 as af October 31, 2008 (2007 51 263)

27. Investment Securities

Aoveinil il Pl - Stk
Ouoted shares.
Ungueted shanes
Governenent of Jamakca secunites
Corporale securities
Promissory Motes
rieshest recehable

2008

6,280
15,000

18, 714277
ELo L

[E

a2z
34,060,813
— 87 554

Seliiias

2007

15,000
20,705,910
251,538
24850
—B40.257

b.240
38,315,187

— 904 525
Sl

All debt secunas arm made wp of fised and variable coupons. The Group has nol rmdassified amy financial assol

measined & amortised oosd (o secinbes carmsd o1 far vl durng the yoar,

Inciuded in invesiment secuiities are Government of Jamsca Local Registersd Slocks with a far value of £30,000
(2007 5500000 which have bean deposited by cne ol the Group's subsdianes, Scotia Jamaica Lile Insurance
Campany Limiled, with he insisancs regulaled, Financal Serices Commiksasn, pursuant (o Section B{1)(a) of tha

Insurance Feguiatans 2001,
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Notes to the Financial Statements (continued)

31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

28. Pledged assets

Mzoets ara pledged as collateral under repurchase agreemants wilh counlenpaies. Mandatory resenve deposits ang
mmmmmummmmmmmmwm 18082, Wiz

The Group
Ase — Fialated Lipksity
Pl i 207 2008 2007
Securities with Bank of Jamaica 1. 124812 1615144
Secutities sokd under repurchase
43 862 455 32, T4b ach 36 BaT 407 31,530 287

agreamanls
Secunbes with othear linancial
mstibutions and cleanng howsas 501 453 300,000 - 2
EHE -] SAESSOI0  Q2B0ra0] LSRR

Tha Bank of Jamica hoids as security, Govorniment of Jemaica Local Registided Stocks and Bank of Jamaica
Cedificates of Deposit with & carying amourd of $ 1124612 (2007 51,615,144} lor the Group against possibie

shiortalls in the operating acooun,

Othar financial institutions hold a8 sacuily Gosemmenl of Jamaica Local Regisiensd Siockes wilth a earmying amound
-D1$ED1.-15:]|:?EI]TI' S300 000 far tha Bank mn e normal courss of inter-bank Mansachons. Thesa Wansacons ang
conductid unde lorms that are usual and customarny for standand securities lending and repurchase agriemants

29. Sundry assets

The Gigug
2009 27
Accounts receivable and prepayments 264 365 27672
Cthar S26.979 12289
goLaal -G
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Notes to the Financial Statements (continued)

31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

30. Property, plant and equipment

Thg Crgap
Fusniins,
Frasshu Finlurss, Capaial
Lind el Lagantai] Mol webiclas Wiork-m
- Tlr i Improvemanty & Eguomen) Erooiesy Toml
Coss
Cicipher 31, 2008 1612113 THETR 2008 858 b il (EL CHLE
AT 111,472 - o Pl § SR A
L= ritedl | 5608 i 6] TS5 A0S0 857 50
[higsdad i 3187 - [ 1.3 = i 22 AR
Translars —i2 pag —ERTHE g sag 00 S 2
Ozt 31, 2007 1,778 73R Foi i 3 304 B=R 201,341 5578 442
L=y B.RAS L34 i1 435 485 S50 501,134
CHEpaOSRES { L [ 22.500) i 07783 . (120381
Transhers 108 553 157 S35 {317 50} a
Wiiheglls = = Fu— L {173y L
Ociobes 31, 2008 1 L2 e leral L0102 T ARG (047300
Accurmiaied Secreciahon
Ciclober 31, 2000 P L] ET ET A EATT 2348 357
AcuesoT oAR . 1 8 T 200
Chaigs lid W yaar a1 8ar 20 7 2 AH 200,180
O disposais (_Lo81) : 700 _Z20
Dectober 31, 2007 A%0.37T 121,008 P.&34 500 3 BTE 565
Charngs od B woar X o 00 aar = M2 G
O aisposan : (1 BNy - 80,087
Cociopgy 31, 2008 i AG0 16500 LA GG — ERE.-E
badr! beCeoi vbkas
Coctoatees 31, 2008 p et g L] . T R T PAra Ll
Oxclober 11, 2007 FES R wlElE -l Sl SISl
Dxciober 31, 2008 Ll i =l el = W]
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Notes to the Financial Statements (continued)

31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

31.

98

Intangible assets

Contiact
Cuisinmas B
Boimonshigs  iangbies
et
Acrpnid on BeOUETon
Addisond: curing yoar
ImEnginds asate daniited on
oguesition of Defring, Bumting
andd Goldng Limaod A oER ST
Oesibar 31, 2007 1,382 SR MHagaT
Additions during The year
Ohcinber 31, 2008 135z 582 p-"-E=- 1
Arrcemation
Assumod on acguson
Amoitaation iar e year 8 ORf S S
Diciober 31, 2007 & Ong
Amorlisation lor tha yoar 811 .
QT Chame - L5
Mavemen ler the yemi — BB AL
Oclober 31, 2008 135557 el
Pt bl e
Oclotar 31, P08 Loy Lol
October 31, 2007 a0 A
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Scotia Group Jamaica Limited

Notes to the Financial Statements (continued)
31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

32. Retirement benefit asset/obligation

Amounts mecognised in e balance sheet

—ltpig

i 2007
T Prscad Lperhintil gaifrsaceny plian B4R 204 o B 513
Cothaset peoesd redirnmant besnehits 50 ST i T o)

430188 ENE-2h
1] Dafingd bonefit ponsion plan

The Group has establishesd a pension plan covening all permanent employess. The persion plan s a final
salary (i Bv0rage of ta Bast Thied consaculivg Yeas' Femonddalion. with no salary cap) dofinad banait
plan and is fully funded. The assets of the plan afe held independently of the Group's assels in o separale
Inustes- admresiand fund. Tha lund estabished undad (e plan is saluad Dy indepandsn? ACIUANSS. armualy
using e Prosecied Uil Credin bethod. The Wtes] actusaoal vifuBon was carfied oul as il Dctobey 31, 2008

{F  Thd amounss recognisd in thd Dalsncn Shedl &0 detiimind &5 follows:

hila_-Lelie ]
e s

Presant vl of fundad oBligation BoET G 51551
Far valos of plan Essels (2 T8 00T (2054 A21)
Limp e ] FeTLal Ll QU TS, 2155 e

| BTEA1) { BTDE.125)
Limitation on recognition of surplus due o unoertaingy
of phtaning ht.ad bererhes A0 07 ~ABEE NP
Asset in b balance shoat (AdEZ2d  (ARBIL

) T movemend in e presen visles of lunded ohigadcrs for e year B a8 lolloes

I Gioug
s L

Al besgneang of year BO17 941 BAT2 AN
INS0ngss ang sonn0d Cosls 1,401 202 553 355
Pasl sErvios Hos — wiiled banadis 1028, 5 i 1E0EEd)
Actunrinl loss on obdigation 02 35 IE N6
Bariafits paad i _ASTCNT} 20 )
At end of year BLEZAI3 e
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Notes to the Financial Statements (continued)
31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

32. Retirement benefit asset/obligation (continued)

100

iy

[Crrfinpd banai] pargagn plan {commud)

i)

v

i¥]

T morsement in ok salue of plan nssets i he year s .as ioloes:

Al boganning of year
Exgeiscind refuim on plan assets
Actuanal loss on plan assals
Contributons.

Renelits pasd

Af g of yoge

Anafysss of inir value of plan asssds:

Pian assets nchudo o ipliowing

The Compasy's ordrary shock unts

TPl RMGUFIE FaCDgnissd @ e SURamn O ricerud g sxplrses Are a8 Iolicas:

Curien] sestvice cosl, et al smpioyes contrbutions

Inderest ook

Exgsiscand neuim oh plan Assets

et actuanial gain recogrised in year
Past sorice cosl-wsled benefits
Incomma not recogrisd dua 1o i

Incladed in siaff costs [noie 17)

The nctual feturn on plan assels was 52 351,554 (2000 51,965 B6).
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Fra b8 c) FLLIE
15473 161 15,185.390
& S T £ T A
2918308 1,344 435
] 13560
87 B TS7.007
LR LCER —t A
LA i el Gl
1200103 1,384 591

T
Thap Grgip

Fane-} LR
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Scotia Group Jamaica Limited

Notes to the Financial Statements (continued)

31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

32. Retirement benefit asset/obligation (continued)
fay  [Dafined benefi pension plan {contined)

(L] Th principal actuanal assumptions used wond os oSows:

Ted GAOAD
2008 2007
Desecarsd figi 130 12 5%
Exprocind refumn on plan assols 105% 10.5%
Friiie Salary ifiradded 10.5% BA%
Fufine ponson moneases 45 5%
AvENEgn oxpociod TG woring Inves (yeme) - - |

m Cabeie pol rvferpmend Denaliss

in addion o person Donofis. o Group offors resinos modical and group be InsEance bonafits ol
EorAnbulE b T haallh cang Bhil B8 Pl anRoe WHHWHHWEHIM ]
mathod of accounting and requency of valuations ae smilar D Those used or e delined benell pansion
il

I B3dNon 0 [ AeSOMpliong LEod for T DRNROn plpn, Ty maen RSO aSsumphon & D long-lerm
incranss in health costs ol 10.5% per waar (2007 10 8%

1] Thé amounts necognissed i B balanon sfoeod ono oS iolovws

Thee Girceg
-} il
Present walue of urdundod cbligations 1,206 180 §,141 003
Linrecognissd Bciunrial kosses |_ETH S5 L ]
Listsiey 1 P baalasce sheet L ET LA

11} Trsls mmmian in e prasant vale of uriundad chisatons lor e e 5 ae 1Dicws

The Groug
2008 o
Al baginning of year 1,041,333 1,165,379
Inlerest and service ooty oo ) M B
Achunsind igninioss on oblgation { 128.228) [ P67 ARG}
Banafils pa iSOG L 20.651)
L'I.Iﬂp' 1 e balancs has! |ﬂ|m I.HIE
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Scotia Group Jamaica Limited

Notes to the Financial Statements (continued)

31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

32. Retirement benefit asset/obligation (continued)

()

e

Ot poest resrmmant benalies (continued)

i) The eenounts recogresed in the stalemont of mevenug and expenses ane as tolows:

Cugnpn| SOMAGE DS

Inleres] oo

Hist aciarind R5as FRCOgnisad 0 year
Total incluchad in siall oosts (Nobe 11)

v ywar irend analysis

Fair valup of plan assets

Froaent valsg of gofingg
= cldaglon

‘Seaplus n ihe plan

Expesriancs ﬂ.l'ﬂ'l"ﬂ'ﬂ:l
1o pian kabitics

Expanence adjusiments o
Dl et

Pensonl wlue al defined
Dl ol alon

Dt in i plan

Expinancn
10 N kil s

33. Deposits by the public

102

Personal

Othey

rdEres) payatis

— GO
i F'a kA
7o Bl 395
150 8 152138
1400 e
sl P L]
Prysrsion
frut i et Tl . ] Frat AF | Fat.r
72,726,007 20,514, 520 18,883 377 16377620 14,458 341
SO - TP - W . T, v (R -
1630, 654 13603 656 Ja G104  11ESRIOR 10547650
. B —ATiEMD 297008 SRR L35S
PO 125 F " "R - [ - 1 1 R 1 5 [ 1. i} |
2008 b 1.1 .| e e
108360 Lorad R 1185 378 L] K o ]
(LPERARD (R4 KW (L1850 (BT T 05N e, BCE |
LBl  (1A0S05 it SRl kL

The Giroug
ke LA
T TN 281 TE, die 458
52 EIAST 55 184,119
— — g
L0ER 25T LlLDu T BET

Dopossts include S58 87 (2007 §152 21 hald as collmoial 1o mevocabls commlments undar lefers of credit
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Scotia Group Jamaica Limited

Notes to the Financial Statements (continued)

31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

34. Amounts due to other banks and financial institutions

These represent deposits by other banks and financial institutions in the normal course of business.

35. Due to parent company

Thas (Ricag
Falt.-| Fal 2

Fmuiy | =L 018 (B rE R r ] |
Facility I 2 TEG 44T 2750578
Facdty W 2 B Ty i, e

=By - nd 4, il S5
I el Cangalie 71 4 51 713

B B 20 o, o A
Depaceats Pk wollh (Bliwic |- Il

GRSl E WS
(0] Facility | is a US$ denominated fifteen (15) year non-revolving loan from the parent company, for onlending. The repayment of the
principal commenced June 30, 2003 and is subject to an interest rate of LIBOR + 1% per annum

(ii) Facility Il is a US$ denominated twelve (12) year non-revolving loan from the parent company, for on-lending. The repayment of the
principal will commence May 2012 and is subject to a fixed interest rate of 5.63% per annum.

(iii) Facility lll is a US$ denominated fourteen (14) year non-revolving loan from the parent company, for on-lending. The repayment of the
principal will commence May 2012 and is subject to a fixed rate of interest rate of 5.95%.

The above loan facilities are unsecured.

36 Amounts due to subsidiaries and fellow subsidiaries
These represent accounts held by subsidiaries and fellow subsidiaries in the normal course of business.

37. Redeemable preference shares
The Bank of Nova Scotia Jamaica Limited’s authorised capital includes 100,000 redeemable preference shares with no par value, all of which
are issued and fully paid. Because they are redeemable at the option of the Bank (subject to the Companies Act 2004) and dividends are not
discretionary, they are required by IFRS to be classified as liabilities.

The key terms and conditions of the redeemable preference shares are:

(1) the right to a cumulative preferential dividend payable semi-annually on June 30 and December 31 at the rate of the six month’s weighted
average Treasury Bill yield at the start of the dividend period.

(2) the right on winding to recover the amounts paid up on the preference shares and any arrears or accruals of the preference dividend.
(3) no right to vote except:

(i) if the preference dividend is in arrears for more than six months,

(i) any resolution is proposed for the winding up of the company

(iii) there is a proposal submitted to the meeting to vary the special rights and privileges attached to the preference shares.
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38. Other liabilities
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39. Deferred tax assets and liabilities (continued)
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40. Share capital
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41. Reserve fund
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42. Retained earnings reserve

Transfers to the retained earnings reserve are made at the discretion of the Board of Directors. Such transfers must be
notified to the Bank of Jamaica and any re-transfer must be approved by the Bank of Jamaica.

43. Cumulative remeasurement result from available-for-sale financial assets
This represents the unrealised surplus or deficit on the revaluation of available-for-sale investments.
44. Loan loss reserve

This is a non-distributable loan loss reserve which represents the excess of the loan loss provision over IAS 39 requirements.

45. Other reserves
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46. Financial risk management
46. Financial risk management
(@) Overview and risk management framework
(b) Creditrisk

By their nature, the Group’s activities are principally related to
the use of financial instruments. Therefore this will involve
analysis, evaluation and management of some degree of risk
or combination of risks. The Group manages risk through a
framework of risk principles, organizational structures and risk
measurement and monitoring processes that are closely
aligned with the activities of its business units. The Group’s
risk management policies are designed to identify and
analyse these risks, to set appropriate risk limits and controls,
and to monitor the risks and adherence to limits by means of
reliable and up-to date information systems. The Group
regularly reviews its risk management policies and systems to
reflect changes in markets, products and emerging best
practice.

The Board of Directors is ultimately responsible for the
establishment and oversight of the Board’s risk management
framework. The Board has established committees for
managing and monitoring risks.

Two key committees for managing and monitoring risks are as
follows:

(i) Board Audit Committee

The Board Audit Committee is solely comprised of
independent directors. The Audit Committee oversees
how management monitors compliance with the Group’s
risk management policies and procedures and reviews
the adequacy of the risk management framework in
relation to the risks faced by the Group. The Committee
is assisted in its oversight role by the Internal Audit
Department. The Internal Audit Department undertakes
both regular and ad hoc reviews of risk management
controls and procedures, the results of which are
reported to the Board Audit Committee.

The Board Audit Committee also reviews the annual and
quarterly financial statements, related policies and
assumptions for recommendation of approval to the
Board of Directors.

(i)  Asset and Liability Committee

The Asset and Liability Committee (ALCO) has the
responsibility of ensuring that risks are managed within
the limits established by the Board of Directors. The
Committee meets at least once monthly to review risks,
evaluate performance and provide strategic direction.
The Committee reviews investment, loan and funding
activities, and ensures that the existing policies
comprehensively deal with the management and
diversification of the Group’s investment and loan
portfolios and that appropriate limits are being adhered
to.

The Investment and Loan Committee performs a similar
role to ALCO for Scotia Jamaica Life Insurance, which
provides a specialized focus due to the different nature
of the insurance business.

The most important types of risk are credit risk, liquidity
risk, market risk, insurance risk and other operational
risk. Market risk includes currency risk, interest rate risk
and other price risk.

0]
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Credit Risk Management

The Group takes on exposure to credit risk, which is the
risk that a counterparty will be unable to pay amounts in
full when due. Impairment provisions are made for losses
that have been incurred at the balance sheet date.
However, significant negative changes in the economy,
industry segment that represent a concentration in the
Group’s loan portfolio, or positions in tradeable assets
such as bonds could result in losses that are different from
those provided for at the balance sheet date.

At a strategic level, the Group manages the levels of
credit risk they undertake by placing limits on the amount
of risk accepted in relation to any one borrower, or groups
of borrowers, and industry segments. Limits on the level of
credit risk by product and industry sector are approved
quarterly by the Board of Directors. The exposure to any
one borrower, including banks and brokers, is further
restricted by sub-limits covering on-and off-balance sheet
exposures. Actual exposures against limits are monitored
daily.

Operationally, exposure to credit risk is managed through
regular analysis of the ability of borrowers and potential
borrowers to meet interest and capital repayment
obligations and by restructuring loans where appropriate.
Exposure to credit risk is also managed in part by
obtaining collateral and corporate and personal
guarantees. The principal collateral types for loans are:

e Cash

* Charges over business assets such as premises,
inventory and accounts receivable;

e Charges over financial instruments such as debt
securities and equities.

In addition, the Group will seek additional collateral from
the counterparty as soon as impairment indicators are
noticed for the relevant individual loans.

Collateral held as security for financial assets other than
loans is determined by the nature of the instrument. Debt
securities are generally unsecured, with the exception of
asset-backed securities and similar instruments, which
are secured by portfolios of financial instruments.

The Group’s policy requires the review of individual
financial assets that are above materiality thresholds at
least annually or more regularly when individual
circumstances require. Impairment allowances on
individually assessed accounts are determined by an
evaluation of the incurred loss at balance sheet date on a
case-by-case basis, and are applied to all individually
significant accounts.

The assessment normally encompasses collateral held
and the anticipated receipts for that individual account.
Collectively assessed impairment allowances are
provided for:

(1) portfolios of homogenous assets
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46. Financial risk management (continued)

(b) Credit risk (continued)

108

(i) Credit Risk Management (continued)

(2) losses that have been incurred but have not yet been

(ii)

(iii)

identified, by using the available historical experience,
experienced judgment and statistical techniques.

The Group further restricts its exposure to credit losses
by entering into master netting arrangements with
counterparties with which it undertakes a significant
volume of transactions. Master netting arrangements do
not generally result in an offset of balance sheet assets
and liabilities, as transactions are usually settled on a
gross basis. However, the credit risk associated with
favourable contracts is reduced by a master netting
arrangement to the extent that if a default occurs, all
amounts with the counterparty are terminated and
settled on a net basis.

Credit-related commitments

The primary purpose of these instruments is to ensure that
funds are available to a customer as required. Guarantees
and standby letters of credit, which represent irrevocable
assurances that the Group will make payments in the event
that a customer cannot meet its obligations to third parties,
carry the same credit risk as loans. Commercial letters of
credit, which are written undertakings by the Group on
behalf of a customer authorising a third party to issue drafts
on the Group up to a stipulated amount under specific terms
and conditions, are collateralised by the underlying
shipments of goods to which they relate and therefore carry
less risk than direct borrowing.

Commitments to extend credit represent unused portions
of authorisations to extend credit in the form of loans,
guarantees or letters of credit. With respect to credit risk on
commitments to extend credit, the Group is potentially
exposed to loss in an amount equal to the total unused
commitments. However, the likely amount of loss is less
than the total unused commitments, as most commitments
to extend credit are contingent upon customers maintaining
specific credit standards. The Group monitors the term to
maturity of credit commitments because longer-term
commitments generally have a greater degree of credit
risk than shorter-term commitments.

Credit quality

In measuring credit risk of commercial loans at the
counterparty level, the Group assesses the probability of
default of individual counterparties using internal rating
tools tailored to the various categories of counterparty.
They have been developed internally and combine
statistical analysis with credit officer judgment and are
validated, where appropriate, by comparison with
externally available data.
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46. Financial risk management (continued)
(b) Credit risk (continued)

(iii) Credit quality (continued)

The Group’s rating scale, which is shown below, reflects
the range of default probabilities defined for each rating
class:

Gaoup's irernal ralings stale and mapging of exlernal ralings

Qrsup§ Fraling | ratin = Isp@ligh
Excsliars AAA D Ak

Wery Good A& o da

el Ao A-

Aoceptabls £ b B

Higphar [Fisgh BB

Retail loans are risk-rated based on an internal scoring
system which combine statistical analysis with credit
officer judgment, and fall within the following categories:

* Good
* Acceptable
« Higher risk

The table below shows the percentage of the Group’s
loan portfolio as at October 31, 2008 relating to loans
and credit commitments for each of the Group’s internal
rating categories:

Loans And credil commiments

TEe Gicun

£LCE L

Excadoni 50 T
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46. Financial risk management (continued)
(b) Credit Risk (continued)

(iii) Credit quality (continued)

Thee fcllowing table presenis an analysis by maling agency designation of dabt and similar securities,
other than kaans, based on Standasd & Poor's rangs of thesr equivalent s at Octobar 31, 2008
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46. Financial risk management (continued)

110

(b)

Credit Risk (continued)

(iv) Maximum exposure to credit risk
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46. Financial risk management (continued)

(b) Credit Risk (continued)

(v) Concentration of exposure to credit risk

1}  Loans and Leases

The fobowang lable summarises credi exposura for loans and leases af Ehalr camdng
amounts, a5 cabegodised by the industry sectors. Loans and leases are well diversified
fcross industry sectors, and are pimarily idendsd 10 cusiomis within Jaemdaica.
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The Eolicwing table summarises credit exposure for debt securities and amounts due from
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46. Financial risk management (continued)

112

(c) Market risk

The Group manages market risk through risk limits approved
by the Board of Directors. Risk limits are determined for each
portfolio, and are set by product and risk type, with market
liquidity being a principal factor in determining the level of
limits set. Limits are set using a combination of risk
measurement techniques, including position limits and stress
testing to identify the potential net interest income and market
value effects of the positions in different scenarios. The
results of the stress tests are reviewed by senior
management and by the Board of Directors.

The Group also trades in financial instruments where it takes
positions to take advantage of short-term market movements
in securities prices and in foreign exchange and interest rates.
The Board places trading limits on the level of exposure that
can be taken in relation to both overnight and intra-day
market positions.

The management of the individual elements of market risks —
interest rate, currency and other price risk — is as follows:

(i) Interest rate risk

Cash flow interest rate risk is the risk that the future cash
flows of a financial instrument will fluctuate because of
changes in market interest rates. Fair value interest rate
risk is the risk that the value of a financial instrument will
fluctuate because of changes in market interest rates.
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The Group takes on exposure to the effects of
fluctuations in the prevailing levels of market interest
rates on its financial position and cash flows.

The Group monitors interest rate risk using its Asset and
Liability model. It calculates the interest rate risk gaps,
economic value and annual income amounts which are
compared with risk limits approved by the Board of
Directors. The Board sets limits on the level of mismatch
of interest rate repricing that may be undertaken, which
is monitored regularly.

The Group also seeks to raise its interest margins by
obtaining competitive margins, net of provisions, through
lending to commercial and retail borrowers with a range
of credit standing. Such exposures involve not just loans
and advances, but also guarantees and other
commitments such as letters of credit.

The following tables summarise carrying amounts of
balance sheet assets, liabilities and equity in order to
arrive at the Group’s and the Company'’s interest rate
gap based on the earlier of contractual repricing and
maturity dates.
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46. Financial risk management (continued)
(c) Market risk (continued)
(i) Interest rate risk (continued)
The Growg
(13} m
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46. Financial risk management (continued)

(c) Market risk (continued)

@

114

Interest rate risk (continue

d)

Average effective yields by ihe earlier of the contractual repricing and maturity dales
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46. Financial risk management (continued)
(c) Market risk (continued)

(i) Interest rate risk (continued)

Average effective yields by the earlier of the contractual repricing or maturity dates:

(1) Yields are based on book values and contractual interest adjusted for amortisation of premiums and
discounts. Yields on tax-exempt investments have not been computed on a taxable equivalent basis.

(2) Yields are based on book values, net of allowance for credit losses and contractual interest rates.

(3) Yields are based on contractual interest rates.

Sensiinaly analysis

Thup chawges in tha benest rabes as nobed bilcey wre based on reoently obserad magkgl mowemants
This analyss ascumes that &l other variabdas, in pastcular lofesgn exchangs rabes, remain conatan

A0 2007
Senailivity ol market riak
waniba

JIAD) Inbanest rabes ncraasedecraase by 100bps increasaidecraase by 100bps

LISD bieresd rates Incraasaidemaase by 25000s increpsardecranse by 10000s
£008 s, F

Effizcl on Pralit and Loss 656 565 436 654

Eflect on Sharahaldars Enuity 1294727 Bad. 138

Sonsthaly 0 inleres! rade sk for SJLIC, o nsurancs subsidiang is considered in nale 446 {8 ) endar
ihe AT scenarios

2008 Scotiabank Group Annual Report

115



Scotia Group Jamaica Limited

Notes to the Financial Statements (continued)

31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

46. Financial risk management (continued)

116

(c) Market risk (continued)

Foreign Exchange risk

The Group fakes on exposwe (o the elfects of fucluations in the prevallng foeign currency
exchangsa rales on 29 Snancial position and cash fows. The Board sefs limEs on ihe level of
oxposung by cumency and in tolal for both ovemighl and intra-day posilions, which ane monilcned
dady, The man crmences ghang rss io Bhis sk are (he USD, CAD, GBP, and EUR. The Group

ensures that the nat exposure (5 kept b0 an acceptatie kaved by matching foreipn assets with kabdities

a8 tar as possible

The: tabde below sumemanzes the Group's exposure jo Tofelgn curmency exchange risk:

JTY Equrspien

Cash Resoueoes

Invostmants

Finmncal assets
ak Fair valiee
Bough peol§ and

vl Sonurites
purchased prder
T ] TR

Piodged Assats
Losns
Cagetad Kanagomaeni

Socuntesy Funds
Orheer Assois

2008

Jui ush CAD Gar ELA Dhar Toasl
ATOREAGE 130TATE  1MBASGM 4412543 PETH  MATH  S60MASEE
42600786 12761505 50841 £5 T3 512
11851 16850
407 G2 . AT G
IEAMES)  GEASAT 218 s T A% dAH 534
ESO1GAZ6  B41EY 5EE 04 05 17a5M 117 580 5607 0T
A056566 G TOA S0 142,453 243 RE5 . . 13,216 584
SEOSE3N)  _RSSAgdd ST __Nldgd  LOP0ERE | E185) 1950535
ISR i) MoH ST F04300§ 2 AfAR 0T  EIORES RO0t 6034 B0
ESS3EA41 43556313 1910508 4 24R08S 445,056 i TERO0R S84
F9000FER 10, TH S0 . 102,135 36 AOT 407
4FISTE  SEMASTD T AN BFH 00 LG . 14 1 53
a6 e SBOTHAS { 22305 ( AT 2I506eG 30438 15168 381
25140 g -G
ASSETANE) TAIRTA0E  LSdASgT O ATAPOSA AR SOT  GRO00  RDSDR PR
L1187 LEERIAl JASTEeN 20 I00E LD (.l ZETSAOE

2008 Scotiabank Group Annual Report



Scotia Group Jamaica Limited
Notes to the Financial Statements (continued)

31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

46. Financial risk management (continued)
(c) Market risk (continued)

(ii) Foreign exchange risk (continued)

ar
JMD Ecparvabirs
D w0 Cal e Cus et Tokal

ABSETS
Cash Aascurces HaNE @ rreEs 1AB AT Pl rerd 1652 805 45 aan S5 B0 LY
Invesimanis A5 640008 15170788 + . A0 300 10,580 BOLE O
Fraroal assets al

i vty throaagh

profl arad Gas T A50 Bah - g = = LI b A
Giomrrrnan| saounbey

purcFed urder P

agrestments 1,156 B33 . - o - - 1, UG R
Mpdged Ensals 26001343 @ N AGT . . - . 34 865 0D
Loars 54 A5 Bha 3 121 543 m6 50 Dl 132 304 4 Bl 7 G LT
Capilal Managemed

and Goweimmant

Securitaes Fund LEEIGET  6/BAE G0N & 448 a6 G0N 30136 14,080,608
Other assens L012008  _GI6SM (MRS _MOQer LMA3N 900 _19477Mg

1G0EERITE D.TS4863 1541588 2 SATRME 2 LEO08E 6041 2ERORREN

LIABILITIES
Diepiriits EDET A ad BTl 0 2BREaD ST 08 1ERAFE  ES8e 1 IFETT ROF
Gaturities okl unoe

PRk SgreETIANS FEERGE  AET ATD - . - Axpald S0
Capiial Managamen

A Chirminimiadl

Setitis Mutd 4717370 A2TLA%0 150 FRADBE 152 104 - 14, 0450 A8
Oy Lablities Bidaany  £13%0M BE 104 188 2EMEZD 110680 16,295 EF
PoScyfaoldars

21050 INASASl JSRSGE GESIEN SO0 SNIN IEEITES

KET BALAMCE

SHEET

FIMANCIAL

PRI D ~AE13B4E _L218513 21680 2 _JLEGZ _1Z5JBN (130086 MO0 XS
The kaBowing sigeficant eachange iales wens Spplod dufng tha panicd

Jumeangs Ame lof the Poriea Dt Fat
.| e Fat.LL:| Far i

LD riar iy TH.1253 T DaEEX
EAD n Laay ] 61 555 AN
G ph g = 13 2oy 1M R 1 Ay
ar Iy AnLELZ IR wzasr

2008 Scotiabank Group Annual Report 117



Scotia Group Jamaica Limited

Notes to the Financial Statements (continued)

31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

46. Financial risk management (continued)
(c) Market risk (continued)
(ii) Foreign exchange risk (continued)

Sensitivity to foreign exchange risk

& woakoning of the MMD againsl the curroncics ndicated above al Oclober 31, would have
increaseddecreased) equily and profii and loss by the amounis shown below, This analysis |s
periommed on the same basis as for 2007, The strengthoning of the JWD against the samss curencas al
Oxtober 31 woukl have had the egual bt opposite effect on the amounts shown, on the bass that all

cthar variables rematn constan
Sansitivily to loreign exchange:
el0g 207
Lish Increasaideciaasa by T Increaseddecrease by M
CAD InGrisgsnidscninss by 25% Increasaldecrease by 25%
GaP Increasaidecteass by 20% ncreastidecrease by 20%
ELA Increass idecheass by 0% increasaldecreass by 20%
2008 2007
Effect on prolit and stiockholders equity il 214184

(iiiy Equity price risks

Equity price risk arises oul of price fuciuations in equity prices, The risk anses oul o holdng positions in
ailher individual sliocks (iosyncralic isk) of in the markel as a whole [sysiemee risk). The goal is 1o aam
dividend income and realise capial gains sulficient to offset the nlerest foregona in holding such lang.
term posdions.

The Board sats imis on the level of exposura, and diversifcation = a key siralegy empioyed 10 reduce
the impact on the partfolio which may result trom the non-performance of a specific class of assels
Given the polential volatility in the value of equities and the non-mberest bearing characteristic of hese
irestrumants, the Group kmits this amount imested in thom

Af thy reporting dixhe the size of the Group's equity trading portiolio was:

2008 Fat, b1
Financial assets at fair value through profit or loss 19,780 16,020
Availabie-1or-sals Sl —
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46. Financial risk management (continued)
(c) Market risk (continued)
(iii) Equity price risks (continued)
Sonsithity analysis
Mamimum changes obsarad in nmning 10 day pericds durng the firncal yoar b 1he equity portioho

a8 81 Oclobar 31 2008 would have mcreased of deciemsed equily Bnd the profil and oss by fw amouns
shown beloea:

This analysis is perdormed on the same basis as for 2007, Prices used are the bid prices for the
eauties. A 10 day pediod B ued 1o Acoount for the liquidity of the local market sdqiities

— R0 OGS Doy
bdaxmum blpdmum bparmum LEED T
(CTRAGE gecTeags InCIRAnE gecTenss
31 Oclober 2008 1.838 4,764 507 6,768
31 Qctober 2007 £5.614 14858 aa02 14430

(d) Liquidity risk

The Geoup |5 exposed |0 daly calls on ils available cash resowces rom ovesnighl &nd maturng deposits.
lean dravedovns and guaraniees. The Group does nal maindain cash resowoes o moaed all of ihese Needs as
Expefience shaws thal a miremum kEvel of reinvesiment of maturng funds can be predecied with a high level
of certaanty. The Boand sets lmils on the minimum propoion of maturing funds avalahle o mest such cais
and on the minimum kevel ol inter-bank and ather borrowing faclities That should be in place o cowe
wilhdrawais al wnexpaciad levels of demand.

The matching and conbolied mismatching of ihe malwities and inleres rales of asseis and labilfies =
fundamental to the managament of the Geoup. i ks unuseal for companies 0 be completely matched, &s
rangached Busingss is oflen ol uncedtain torm and of Gdferent ypes. An unfmalched posiion potentialy
enhances profitabdity, bl can also increase tha risk of bss

The matuwities of assets and Mabdiies and the bty fo replace. af an acceptable cost interest-bearing
liabiities as Dy mature, ane impariant laticns in assessing he Bquidity of 1he Group and 88 exposune b0
changas in intarest raies and exchange rabes. Assets avadable o mest all of the liabikties and o cover
outstanding K commmants indude cash and cenlral bank Balances: govermergnt and conporade bonds,
freasdry biks and loans.

Licquiclity requirsments to support calis under guarantees and standby leters ol credi are considerably less
than the amount of the commitment because the Group does not generally axpect the thind party fo draw
hunds undar e agrecmeant. Th iolal culstanding conlraciual amouni of commgments 1o exend credt does
ol necessanty nepresent fufure cash requirements, as many of {hess comemitments will expee of [erminale
without being funded
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46. Financial risk management (continued)

(d) Liquidity risk (continued)

Financial liabilities and cash flow

The lablas balow presed] the undiscouniad cash flows (both interest and principal cash lows) to saltle
financial habilites based on conbachual repayment obligabons, The Group expects thal many
policyholdersidapositorsicustomars will not request repayment on the earfiest date the Group could be
requingd 1o pay. The expecied maturity dates of financial assels and kabilities are based on estimates made
by management as delermined by retention history,

Financisl labdliens

Daposits

Promissory Moles

Socunbes sold uncpr
rapurchiass agrmmsn

Capital managoemaen! and
Gowsmmsnt Seouritios. funds

Palicyholters furd

el lisblitas

Toks Leatairies
[conirachsal maturity dabas)

Finamcial llatdinkes

Deposiis.

Promissory noaes

Sacuriies soll undor
Te{IrChass Agraarman|

Capetal mnsgemont &l

Govarnmen! sacufilies funds

Policyholdar's Fund
Cwp linbities

Toksd Lastiltes
[Eorirachsal maltity dobes)
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The Growp
2008
No
Within 1R H] 105 O spacific

3 months manihs yoars 5 yoars maturiTy Total
122 801, 544 8510545 6252325 7,107,833 144, 762 34T
324730 16,343 - - 341.073
a2, 195,523 13,063 500 18,565 - 45 27830
1, 5l 533 . . . . 14 851 522
20,215 526 12,504,742 . . . 33,194,260
R s AL 1 LB RODOT  LATONTD  Qoe0Md 4 PEOON)
P g

2007
Ho
Within Az 105 T spocific

3 monihs manihs yoars 5 yoars maiuriny Teital
120,774 580 B 2R 504 L83 583 1280 540 140, 531 208
530,825 28,164 - - 557009
24 DBG.ETT 8.340,179 30,753 2 32 46D 559
14,055 506 ' - . 14 055 506
14,513,541 13,532,015 = a . 24,435,756
— 2SR 10 DESTEE 1321436 SRS 0 _1STRTESS
MESELIE  RSIANNS  LANLSS SRINSES  AElaE SLUSI
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(expressed in thousands of Jamaican dollars unless otherwise stated)

46. Financial risk management (continued)

(d) Liquidity risk (continued)

The tables below analyze assels and liabilities of the Group into relevant mabunly Groupings based on the
remaining period # balance sheot date 10 the contractual maturity dates.

T Gieoup
Fal.b.]
Within 3 3o 12 L et Mo spaclic
Mg Epnshg b0 Eyenrg meuens Tinl
ClEh reScLnsos 30 A50 400 25,085 448 26, 625 - B85 BE2 56 4B 362
Secunteg purchased
unger resnio agrppments 407§ g = s - ADT H3
Loars #3,779.634 10, 705, BETF 34,085 545 21,085 009 ar.000 B9 65T 08
Capital inaragoma
and et ienion
BRCuriling fungs 2042 262 1,257 108 2115358 i, BEN a0 247 418 13 216 534
Inesiment secuifes
= Hald 1o matury 2332873 3,861 675 21,341 55 8,678 551 - 36,154 200
- AwEiatea-Por-aaha BE3S, D) 1,00, 260 10,958 576 6,880 167 21,750 19.552.213
= Finmncinl assals &t ipir
Wl i cugh
profd and kDiss " - . = 116,851 116951
Plndged assots 17,434 458 5,550,081 BATT GG 14, 536 369 B 45 488 524
Crihar azsats — ABIEEN — s JLgF e 14706 Ingesies 19505350
Total assets pirda k£ a28.515.054 19280537 v e - T DES0GET AR St
Deposits 122 ATE 242 T B0 529 330 408 6, 192 885 - 1 08 454
Sacuntes sokd under
repuchaso agreements 30,4568 054 6,433, B985 745 - - 39 8557 407
Ofhor kabeltes 6,177,147 1,153,550 2036507 1470678 3,540, 344 14, TES.070
Prgmissony noted 324 D58 14,325 8135 32 552 ' a3 A
Polcyhokders’ furd 18 950 027 11,808 a5 B - - o0 5680 818
Capial managemang
BN QoreemETIEn
Bocurilios funci 14,000 522 - - 14,090 522
Siocknolers’ equity - - - IS0 39756020
Tokad Radulilses and
stockholders’ equity 190378 a7 WAST1  _ 5483608 7616156 4396373 280284261
Total liquidity gap {115, 158 350) 22 408 527 TA8aT.028 51,521,501 {31,885, 08} .
Cumulative gap elilagl Glleebat UALLElD aliSail
Fal. b
Tolal assats B 534 527 31,355,012 BE_125 05 48375 133 13, TH5 BEd 263 125 81
Toksd Rakilifses and
siockholders’ equity  I0M7046 16018231  JADIIDS _ZSEATR M0SERST2  ZELIRSEN
Total liquidity gap (105492 516 15,356 841 FEREEEE] 43, 7R 405 (EE.EF 1O} .
Cumulative gap (05412519) @OOISATEl (LE9GLEID 26639 106
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46. Financial risk management (continued)

122

(e)

Insurance risk

The Group issues long term contracts that transfer insurance risk or financial risk or both. The risk under any one insurance contract
is the possibility that the insured event occurs and the uncertainty of the amount of the resulting claim. By the very nature of an
insurance contract, this risk is random and therefore unpredictable.

For a portfolio of insurance contracts where the theory of probability is applied to pricing and provisioning, the principal risk that the
company faces under its insurance contracts is that the actual claims and benefit payments exceed the carrying amount of the
insurance liabilities. This could occur because the frequency or severity of claims and benefits is greater than estimated. Insurance
events are random and the actual number and amount of claims and benefits will vary from year to year from the estimate established
using statistical techniques.

Experience shows that the larger the portfolio of similar insurance contracts, the smaller the relative variability about the expected
outcome will be. In addition, a more diversified portfolio is less likely to be affected across the board by a change in any subset of the
portfolio.

Two key matters affecting insurance risk are discussed below:
(i) Long-term insurance contracts

Long-term contracts are typically for a minimum period of 5 years and a maximum period which is determined by the remaining
life of the insured. In addition to the estimated benefits which may be payable under the contract, the insurer has to assess the
cash flows which may be attributable to the contract.

The Group has developed its insurance underwriting strategy and reinsurance arrangements to diversify the type of insurance
risks accepted and within each of these categories to achieve a sufficiently large population of risks to reduce the variability of
the expected outcome. The Group’s underwriting strategy includes the use of a medical questionnaire with benefits limited to
reflect the health condition of applications and retention limits on any single life insured.

(1) Frequency and severity of claims

For contracts where death is the insured risk the most significant factors that could increase the overall frequency and
severity of claims are epidemics and wide-ranging lifestyle changes such as in eating, smoking and exercise habits resulting
in earlier or more claims than expected.

The Group charges for mortality risks on a monthly basis for all insurance contracts and has the right to alter these charges
to a certain extent based on mortality experience and hence minimize its exposure to mortality risk. Delays in implementing
increases in charges and market or regulatory restraints over the extent of the increases may reduce its mitigating effect.

The tables below indicate the concentration of insured benefits across bands of insured benefits per individual and group
life assured. The benefit insured figures are shown gross and net of reinsurance.

Lotal Denedils gasuned
Bolore and after Before and after
Falrsurancs % Ratnssrance %a
b ;] 2007
Indivdual Lids Banahls
assured par e

0 1o 350000 A4 811 064 | 5447 058 27
250,001 o 500,000 2005 asd 7} 1 836 303 i
S00.001 b 750,000 3 2TFT B3 & 2,557 187 13
TN B 1, O L0 18530 547 B 1372858 T
1,000,001 8o 1,500,000 4 432 037 18 A D8z TED 21
1500 001 so 2000 000 2.0 A% 10 e 4
Crver 2 000,000 LR 18 NN 12
Total it iestini, L84 JAESLLE J00
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46. Financial risk management (continued)

(e) Insurance risk (continued)
(i) Long-term insurance contracts (continued)

(1) Frequency and severity of claims (continued)

2008
Taotal beoedils assured
Balore Aitar
Hainsuranca B Hairsurancs %%
Group Lite Benafits
assiired per ke
0 o 250,000 A, 7oK 558 11 3,795 558 1
2500001 & 500,000 12 306 135 a5 12306 135 a5
S00.001 w0 750,000 2323808 7 2323 808 T
FSD00T ke 1,000 000 1. 497 585 a4 1457 588 4
1000001 to 1,500,000 3048 623 8 3048623 9
15000, 001 1o 2,000,000 2220 5.0 B 2,520 529 [
e 2,000,000 10,145 547 28 10,046 227 B
Total dalddl 855 104 daddg LOE 100
2007
Total banedis assisad
Bafors MM
Fainsuranca e Aainsurance %
Group Lile Benelts
fsunid P ik

0 %o 250,000 646,363 4 46,388 4
250,001 8o 500,000 3825247 23 A 525247 o3
500,001 to 750,000 1,488 850 g8 1,488 8BS0 &
TS0001 & 1,000,000 1283 470 A 1,383 47 a8
000,001 1o 1,500,000 1887128 1 1687120 1
1500001 to 2,000,000 1.550.413 8 1,650,413 L:
Crver 2.000.000 2908 316 36 5781605 b
Total 16638861 100 16573434 100

Insisrance risk for contracts disclosed in this nobe i also aftecied by the policyholders' right
1o pay reduced or o Tuiune premiums snd bo Teaminals Me coniract completely, As & resuli
the amount of insurance risk |5 also subject 1o S policyholdors’ bohaviour, The Group has
faciored Ihe impact of poboyhoklens’ behavour sila the assumpbons used o maisure Bese

leabditens.
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46. Financial risk management (continued)

(e)

124

Insurance risk (continued)

@

(i)

Long term insurance contracts (continued)

(2) Sources of uncertainty in the estimation of future
benefit payments and premiums

Uncertainty in the estimation of future benefit
payments and premium receipts for long term
insurance contracts arises from the unpredictability
of long-term changes in overall levels of mortality
and the variability in policyholder behaviour.

Estimates are made as to the expected number of
deaths for each of the years in which the company
is exposed to risk. The Group bases these
estimates on standard industry and international
mortality tables that reflect recent historical
mortality experience, adjusted where appropriate
to reflect the Group’s own experience.

(3) Process used in deriving assumptions

The assumptions for long term insurance contracts
and the process used in deriving these
assumptions have remained substantially
unchanged since the previous year.

For long-term contracts with fixed and guaranteed
terms, estimates are made in two stages.
Estimates of future deaths, voluntary terminations
and partial withdrawal of policy funds, investment
returns, crediting rates, inflation and administration
expenses are made and form the assumptions
used for calculating the liabilities at the inception of
the contract. A margin for risk and uncertainty is
added to these assumptions.

(4) Process used in deriving assumptions

New estimates are made each year based on
updated Group experience studies and economic
forecasts. The valuation assumptions are altered
to reflect these revised best estimates. The
margins for risk and uncertainty may also be
altered if the underlying level of uncertainty in the
updated assumptions has changed. The financial
impact of revisions to the valuation assumption or
the related margins is recognised in the
accounting period in which the change is made.

For contracts without fixed terms, it is assumed that
the Group will be able to increase mortality risk
charges in future years in line with emerging
mortality experience.

See note 12 (c ) for detailed policy assumptions.
Reinsurance Risk
Reinsurance risk is the risk that a reinsurer will default

and not honour obligations arising from claims. To limit
its exposure of potential loss on an insurance policy, the
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46. Financial risk management (continued)

(e)

Insurance risk (continued)

(i) Reinsurance Risk (continued)

Group cedes certain levels of risk to a reinsurer.
Reinsurance ceded does not discharge the Group’s
liability as primary issuer. The Group also limits the
probable loss in the event of a single catastrophic
occurrence by reinsuring this type of risk with reinsurers.
The Group manages reinsurance risk by selecting
reinsurers which have established capability to meet
their contractual obligations and which generally have
favourable credit ratings as determined by a reputable
rating agency.

Retention limits represent the level of risk retained by
the insurer. Coverage in excess of these limits is ceded
to reinsurers up to the treaty limit. The retention
programs used by the Group are summarized below:

Type of insurance contract Retention

maximum retention of $420
for a single event; treaty limits
apply

Individual, group and
creditor life catastrophe

maximum retention of $7,500
per insured

Group creditor life contracts

(1) Sensitivity analysis of actuarial liabilities and
capital adequacy

The determination of actuarial liabilities is sensitive
to a number of assumptions, and changes in these
assumptions could have a significant effect on the
valuation results. These factors are discussed in
detail in note 12(c).

In summary, the valuation of actuarial liabilities of

life insurance contracts is sensitive to:

« the economic scenario used in the Policy Premium
Method (PPM)

« the investments allocated to back the liabilities

« the underlying assumptions used, and

« the margins for adverse deviations.

Under the PPM methodology, the Appointed
Actuary is required to test the actuarial liability
under several economic scenarios. The tests have
been done and the results of the valuation provide
adequately for liabilities derived from the worst of
these different scenarios.

The assumption for future investment yields has a
significant impact on actuarial liabilities. The
different scenarios tested under Policy Premium
Method (PPM) reflect the impact of different yields.

The other assumptions which are most sensitive in
determining the actuarial liabilities of the Group, are
in descending order of impact:

 operating expenses and taxes
* lapse
» mortality and morbidity
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46. Financial risk management (continued)

46. Financial risk management (continued)

(e) Insurance risk (continued)

(i) Reinsurance Risk (continued)

(€

] 2007
el In docrease by 1% 38512 21.300
FIMErES] PRbes Rl By 1% [ B% 107 [ TaAO54)
Morieity incesases by 107 100 434 75428

Morially Séoreasas by 1%

F st s by 10% 108417 =l e
Erpaannas. aomaans by 10% (1051027 | 88752
Lapses and wehchapls ingroses By 108 100 BES B 115

Lapaes and witdramsls decnsase oy 10

(@)

Sensitivity analysis of actuarial liabilities and
capital adequacy (continued)

The following table presents the sensitivity of the
liabilities to a change in assumptions:

Dynamic capital adequacy testing (DCAT)

DCAT is a technigue used by the Group to assess
the adequacy of its financial position and financial
condition in the light of different future economic
and policy experience scenarios. DCAT assesses
the impact of the Group’s financial position and
condition over the next 5 years under specific
scenarios as required by the Insurance
Regulations.

The financial position of the Group is reflected by
the amount of assets, liabilities and equity in the
balance sheet at a given date.

The financial condition of the Group at a given date
is its prospective ability to meet its future
obligations, especially obligations to policyholders,
those to whom it owes benefits and to its
shareholders.

The purpose of the DCAT is:

¢ to develop an understanding of the sensitivity
of the total equity of the Group and future
financial condition to changes in various
experience factors and management policies

¢ to alert management to material, plausible and
imminent threats to the Group’s solvency

¢ and to describe possible courses of action to
address these threats.

(103007 B 444

(124.208) | B59444)

(e)
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Insurance risk (continued)

(i) Reinsurance Risk (continued)

@

Dynamic capital adequacy testing (DCAT)
(continued)

A full DCAT report was completed for the Group
during 2008, and the results were as follows:

e Mortality risks
To test this scenario, existing mortality rates
were increased by 3% starting in 2008, for five
years. The accumulated deterioration would be
15% by the end of the five-year DCAT period.
The results for this scenario show relative
insensitivity to the change in assumptions.

e Low lapse rates
The business was tested by applying a
factor of 0.5 to existing lapse and surrender
rates. Overall this scenario produces lower
reserves and a lower Minimum Continuing
Capital and Surplus Requirement (MCCSR)
ratio over the 5-year period.

« Higher lapse rates
The business was tested by doubling
existing lapses and surrenders. Overall this
scenario produces adverse results for the
next five years.

e Expense risks
Higher unit maintenance expenses were
tested by setting the annual inflation at 5%
greater than current expenses, starting in
2008, for five years. Overall, this scenario
produces a lower MCCSR ratio over the
5-year period.

e Low interest rate
An assumed decrease in the portfolio rate of
1% per year over 5 years was tested in this
scenario. Overall, this scenario produces
adverse results for the five years.

« High sales growth
New business was projected to grow at 10%
higher than existing sales per year over five
years. The increased sales result in
increased profits but will produce net higher
liabilities over the next five years.

* Flat sales
This scenario assumed sales were 10% less
than existing sales starting in 2008 and
staying at that level for 5 years. Overall this
scenario produces adverse results for the
next five years.
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46. Financial risk management (continued)
(e) Insurance risk (continued)
(i) Reinsurance Risk (continued)
(2) Dynamic capital adequacy testing (DCAT) (continued)
The DCAT conducted has not tested any correlation that may exist between assumptions. The following table represents the

estimated sensitivity of each of the above scenarios over the next five years to net actuarial liabilities at the end of the
projection period which is 5 years after the relevant balance sheet date.
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47. Fair value of financial instruments
Fair value is the amount for which an asset could be exchanged, (iii) the fair value of liquid assets and other assets maturing within
or a liability settled, between knowledgeable, willing parties in an one year is considered to approximate their carrying amount.
arms length transaction. Market price is used to determine fair This assumption is applied to liquid assets and the short-term
value where an active market exists as it is the best evidence of the elements of all other financial assets and liabilities;
fair value of a financial instrument for financial instruments for
which no market price is available, the fair values presented have (iv) the fair value of demand deposits and savings accounts with
been estimated using present value or other estimation and no specific maturity is considered to be the amount payable
valuation technigues based on market conditions existing at the on demand at the balance sheet date; the fair value of fixed-
balance sheet dates. term interest-bearing deposits is based on discounted cash
flows using interest rates for new deposits.
The values derived from applying these techniques are
significantly affected by the underlying assumptions used (v) the fair value of variable rate financial instruments is
concerning both the amounts and timing of future cash flows and considered to approximate their carrying amounts; and
the discount rates. The following methods and assumptions have
been used: (vi) the fair value of fixed rate loans is estimated by comparing
market interest rates when the loans were granted with
(i) financial instruments classified as available-for-sale and current market rates offered on similar loans. For match-
held-to-maturity: measured fair value is estimated by funded loans the fair value is assumed to be equal to their
reference to quoted market prices when available. If quoted carrying value, as gains and losses offset each other.
market prices are not available, then fair values are estimated Changes in the credit quality of loans within the portfolio are
on the basis of pricing models or other recognised valuation not taken into account in determining gross fair values as the
techniques; impact of credit risk is recognised separately by deducting the
amount of the provisions for credit losses from both book and
(ii) financial instruments classified as at fair value through the fair values.
statement of revenue and expenses: fair value is estimated by
reference to quoted market prices when available. (vii) The fair values of quoted equity investments are based on
quoted market bid prices. Equity securities for which fair
If quoted market prices are not available, then fair values are values cannot be measured reliably are recognized at cost
estimated on the basis of pricing models or other recognised less impairment.
valuation techniques. Fair value is equal to the carrying
amount of these investments;
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47.

48.

Fair value of financial instruments (continued)

The following tables present the fair value of financial instruments that are not carried at fair value based on the above-mentioned

valuation methods and assumptions.
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Capital Risk Management

Capital risk is the risk that the Group fails to comply with
mandated regulatory requirements, resulting in a breach of its
minimum capital ratios and the possible suspension or loss of
its licences.

Regulators are primarily interested in protecting the rights of the
depositors and policyholders and monitor them closely to
ensure that the Group is satisfactorily managing affairs for the
benefit of depositors and policyholders. At the same time, the
regulators are also interested in ensuring that the Group
maintains an appropriate solvency position to meet unforeseen
liabilities arising from economic shocks or natural disasters.

The Group manages its capital resources according to the
following objectives:

» To comply with the capital requirements established by
banking, insurance and other financial intermediaries
regulatory authority;

» To safeguard its ability to continue as a going concern, and
meet future obligations to depositors, policyholders and
stockholders

» To provide adequate returns to stockholders by pricing
investment, insurance and other contracts commensurately
with the level of risk; and

» To maintain a strong capital base to support the future
development of the Group’s operations.

Individual banking and insurance subsidiaries are directly
regulated by their respective regulator, who sets and monitors
their capital adequacy requirements. Required capital adequacy
information is filed with the regulators at least on an annual basis.

Banking and investment management

Capital adequacy is reviewed by executive management, the
audit committee and the Board of Directors. Based on the
guidelines developed by the Bank of Jamaica and the Financial
Services Commission, each regulated entity is required to:

* Hold the minimum level of regulatory capital; and

e Maintain a minimum ratio of total regulatory capital to risk
weighted assets.

Regulatory capital is divided into two tiers:

1. Tier 1 capital comprises share capital, reserve fund and
reserves created by appropriations of retained earnings. The
book value of goodwill is deducted in arriving at Tier 1
capital; and

2. Tier 2 capital comprises qualifying subordinated loan
capital, collective impairment allowances and revaluation
surplus on fixed assets

Investment in subsidiaries are deducted from Tier 1 and
Tier 2 capital to arrive at the regulatory capital.

The risk weighted assets are measured by means of a
hierarchy of five risk weights classified according to the nature
of each asset and counterparty, taking into account any eligible
collateral or guarantees. A similar treatment is adopted for
off-balance sheet exposure, with some adjustments to reflect
the more contingent nature of the potential losses.
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48. Capital Risk Management (continued)
Banking and investment management (continued)

The table below summarises the composition of regulatory capital and the ratios for each subsidiary based on the similarity of the
regulator. During the year, the individual entities complied with all of the externally imposed capital requirements to which they are subject.
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Life insurance business

Capital adequacy is calculated by the Appointed Actuary and reviewed by executive management, the audit committee and the Board of
Directors. To assist in evaluating the current business and strategic opportunities, a risk-based approach is one of the core measures of
financial performance. The risk-based assessment measure which has been adopted is the MCCSR standard as defined by the Financial
Services Commission and required by the Insurance Regulations 2001. Under Jamaican regulations, the minimum standard recommended
for companies is an MCCSR of 120% in 2006 and 2007, and up to 150% in 2010 and later. The MCCSR for the insurance subsidiary as of
September 30, 2008 and 2007 is set out below:
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49. Commitments
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50. Reclassification of financial assets

51.

Consequent on the melt-down in the financial sector worldwide and the demise of certain broker/dealers which were significantly involved
in the marketing of Global Bonds issued by The Government of Jamaica (GOJ), one of the company’s subsidiaries, Scotia DBG
Investments Limited, reclassified certain investments that are included in pledged and Capital Management and Government Securities

Fund assets from available-for-sale to loans and receivables in accordance with paragraph 50E of IAS 39 [see note 2(a)(i)], as follows:

Securities
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(a) Fairvalue gains/(losses) exclusive of deferred taxation of ($266,886) (2007: $847,350) were recognized in equity in relation to the above

(b)

©

investments reclassified during the year, using the fair value as at September 30, 2008.

Fiduciary activities

Fair value losses of $2,091,655, exclusive of deferred taxation, would have been included in equity at the end of the year had the
investments not been reclassified. This amount was estimated on the basis of the mid-price of the securities as at October 31, 2008.
Management does not believe that this price is necessarily indicative of the amount that would have been valued if an active market for
the securities actually existed at that date.

The weighted average effective interest rate of the investments at the date of reclassification was 8.42%. The undiscounted cash flows
to be recovered from the investment reclassified is $21,680,044.

The Group provides custody, trustee, corporate administration, investment management and advisory services to third parties; this involves
the Group making allocation and purchase and sale decisions in relation to a wide range of financial instruments. Those assets that are held
in a fiduciary capacity are not included in these financial statements. At the balance sheet date, there were investment custody accounts
amounting to approximately $48,461,151 (2007: $34,820,967) for the Group.
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52.

130

Related party transactions and balances

The Group is controlled by The Bank of Nova Scotia, a bank
incorporated and domiciled in Canada, which owns 71.78% of the
ordinary stock units. The remaining 28.22% of the stock units is widely
held.

Parties are considered to be related if one party has the ability to
control or exercise significant influence over, or be controlled and
significantly influenced by, the other party. A number of banking
transactions are entered into with related parties, including companies
connected by virtue of common directorship in the normal course of
business. These include loans, deposits, investment management and
foreign currency transactions.

There were no related party transactions with the parent company other
than the payment of dividends, management fees, guarantee fees, and

the amount due to parent company (Note 35).

No provisions have been recognised in respect of loans made to
related parties.

Pursuant to Section 13(1), (d) and (i) of the Banking Act, 1992,
connected companies include companies that have directors in
common with the Company and/or its subsidiaries.

Related credit facilities in excess of the limits of Section 13(1), (d) and
(i), subject to the maximum of the limits in Section 13(1) (e) of the
Banking Act are supported by guarantees issued by the parent
company.

The volumes of related party transactions, outstanding balances at the
year end, and related expenses and income for the year are as follows:
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53.

54.

Litigation and contingent liabilities

(@) The Group is subject to various claims, disputes and legal

proceedings, in the normal course of business. Provision is
made for such matters when, in the opinion of management and
its legal counsel, it is probable that a payment will be made by
the Group, and the amount can be reasonably estimated.

In respect of claims asserted against the Group which have not
been provided for, management is of the opinion that such
claims are either without merit, can be successfully defended or
will result in exposure to the Group which is immaterial to both
the financial position and results of operations.

Dividends

(@) Paid

()

On April 7, 1999, a writ was filed by National Commercial Bank
Jamaica Limited (“NCB”) in which they set out a claim for
payment of the sum of US$13,286,000 in connection with an
alleged undertaking given to NCB by Scotia Jamaica Investment
Management Limited (formerly Scotiabank Jamaica Trust and
Merchant Bank Limited). Legal opinion has been obtained which
states that the subsidiary has a strong defence to the claim.
Consequently, no provision has been made for this amount in

these financial statements.
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(b) Proposed

At the Board of Directors meeting on November 27, 2008, a dividend in respect of 2008 of $0.34 per share (2007: $0.30 per share) amounting to a

total of $1,057,935 (2007: $933,472) was proposed. The financial statements for the year ended October 31, 2008 do not reflect this resolution,

which will be accounted for in stockholders’ equity as an appropriation of retained profits in the year ending October 31, 2009.
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55. Employee Share Ownership Plan

132

0]

Scotia Group Jamaica Limited

Scotia Group Jamaica Limited has an Employee Share
Ownership Plan (‘ESOP” or “Plan”), the purpose of which is to
encourage eligible employees of The Bank of Nova Scotia
Jamaica Limited to steadily increase their ownership of the
company’'s shares. Participation in the Plan is voluntary; any
employee who has completed at least one year’s service with
any Group entity is eligible to participate.

The operation of the ESOP is facilitated by a Trust. The employer
and employees make contributions to the trust fund and these
contributions are used to fund the acquisition of shares for the
employees.  Employees’ contributions are determined by
reference to the length of their employment and their basic
annual remuneration. The employer contributions are as
prescribed by a formula in the rules of the Plan.

The contributions are used by the trustees to acquire the
company’s shares, at market value. The shares purchased with
the employees contributions vest immediately, although they are
subject to the restriction that they may not be sold within two
years of acquisition. Out of shares purchased with the
company’s contributions, allocations are made to participating
employees, but are held by the trust for a two-year period, at the
end of which they vest with the employees; if an employee leaves
the employer within the two-year period, the right to these shares
are forfeited; such shares then become available to be granted by
the employer to other participants in accordance with the formula
referred to previously.

The amount contributed by the Group to employee share
purchase during the year, included in employee compensation
amounted to $35,296 (2007: $37,916).

At the balance sheet date, the shares acquired with the
employer’s contributions and held in trust pending allocation to
employees and/or vesting were:

2008 2007
Number of shares 2,213,073 2,634,885
Fair value of shares 44,759 55,978
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55. Employee Share Ownership Plan (continued)

56.

(i)

Scotia DBG Investments Limited

Scotia DBG Investment Limited has an Employee Share
Ownership Plan (‘ESOP”), the purpose of which is to encourage
eligible employees of SDBG and it's subsidiaries to steadily
increase their ownership of the company’s shares. Participation in
the Plan is voluntary; any employee who has completed at least
one year’s service with any entity is eligible to participate.

The operation of the ESOP is facilitated by a Trust. Grants are
issued by the company to the Plan to facilitate the issue of loans
to employees to acquire the company’s shares, at a discounted
value. Allocations are made to participating employees on
repayment of the outstanding loans. Allocated shares must be
held for a two-year period, at the end of which they vest with the
employees.

At the balance sheet date, the shares acquired with the
employer’s contributions and held in trust pending allocation to
employees and/or vesting were:

2008 2007
Number of shares 2,829,481 3,855,191
Fair value of shares 68,615 82,299

Liquidation of subsidiary

Effective October 31, 2008, the 100% owned subsidiary, Scotia

Jamaica General Insurance Brokers Limited, was liquidated. The
details of the assets and liabilities liquidated and the proceeds on

liquidation were as follows:

The Group
2008
Bank balance 4,271
Government securities purchased
under resale agreement 17,758
Net assets 22,029
Proceeds from liquidation 22,029
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INDEPENDENT AUDITORS’ REPORT

To the Members of
THE BANK OF NOVA SCOTIA JAMAICA LIMITED

Report on the Financial Statements

We have audited the financial statements of The Bank of Nova Scotia Jamaica Limited (‘the Bank”) and the consolidated
financial statements of the Bank and its subsidiaries (“the Group”) set out on pages 135 to 198, which comprise the Group’s and
Bank’s balance sheets as at October 31, 2008, the Group’s and Bank’s statements of income, changes in equity and cash flows
for the year then ended, and a summary of significant accounting policies and other explanatory notes.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with International
Financial Reporting Standards and the Jamaican Companies Act. This responsibility includes: designing, implementing and
maintaining internal controls relevant to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error; selecting and consistently applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

Auditors’ Responsibility

Our responsibility is to express an opinion on the financial statements based on our audit. We conducted our audit in accordance
with International Standards on Auditing. Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance as to whether or not the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditors’ judgment, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments, the auditors consider internal controls
relevant to the entity's preparation and fair presentation of the financial statements 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 entity's internal
controls. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements give a true and fair view of the financial positions of the Group and the Bank as at
October 31, 2008, and of the Group’s and the Bank’s financial performance, changes in equity and cash flows for the year then
ended in accordance with International Financial Reporting Standards.

Report on other matters as required by the Jamaican Companies Act

We have obtained all the information and explanations which, to the best of our knowledge and belief, were necessary for the
purposes of our audit. In our opinion, proper accounting records have been maintained, proper returns have been received for
branches not visited by us and the financial statements are in agreement with the accounting records and returns, and give the
information required by the Jamaican Companies Act in the manner required.

KENG—

o
November 27, 2008

KPMG, a Jamaican partnership and a Elizabeth A. Jones Linroy J. Marshall
member firm of KPMG network of Caryl A. Fenton Cynthia L. Lawrence
independent member firms affiliated with R. Tarun Handa Rajan Trehan

KPMG International, a Swiss cooperative. Patrick A. Chin Norman O. Rainford

Patricia O. Dailey-Smith Nigel R. Chambers



The Bank of Nova Scotia Jamaica Limited

Statement of Consolidated Revenue and Expenses

Year ended 31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)
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The Bank of Nova Scotia Jamaica Limited

Consolidated Balance Sheet
31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

Mot 2008 2007
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The Bank of Nova Scotia Jamaica Limited

Consolidated Balance Sheet (continued)
31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)
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The financial statements on pages 135 to 198 were approved for issue by the Board of Directors on
November 27, 2008 and signed on its behalf by:
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The Bank of Nova Scotia Jamaica Limited
Statement of Changes in Consolidated Stockholders’ Equity

Year ended 31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)
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The Bank of Nova Scotia Jamaica Limited

Statement of Consolidated Cash Flows
Year ended 31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)
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The Bank of Nova Scotia Jamaica Limited
Statement of Revenue and Expenses

Year ended 31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

Net interest income and other revenue

irlerest from loans and dopodis with banks
incoma Inom sacuriles

Total intenes! ncome
INlBnis] Expanss

Mef imieres income

impaiment losses on loans

Pt inberest income afor impairment losses on loans
Foo and commisson inooma

Fee and COmmiSSion Bxpensa

Mot fea and COMIMESON incoma

Med foreign exchenps rading income
Coahirr neevaniig

Expenses

Salaries, pension coniibutions and other slall benafits

Propearty axperses, including depreciation
Caher operaling capanses

Frafit before tanation

Taxalhon

Prafit for the year

140

2008 Scotiabank Group Annual Report

e B |

14

15

2008

16347 484
AT

18,564,855
(_£173524)

14,3573

__T46.555
13,644, 778

4 535 014
{ 1,061 258)

13622 060
L4400
17,067 655
(2105 458)

11,52, 207

(S11.50)
11,450,403

3,856,811
[ 997.260)

3,478,058

906,30
477 AT

£ A58, 551

1448083
10556065

5.451.940
1,533,508

B 01 454

(2040278

G, 124
1,7m0me

~LI18.143
17020054

4,679,004
1,363,505

8 80D, 50

(S20TA8]




The Bank of Nova Scotia Jamaica Limited

Balance Sheet
31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

ASSETS
Cash rescurces

Moles and coins of, deposi with, and money

a1 call &, Bank of Jamaica
Gaovernmeend and bank nodes olher ihan Jamaca
Aarasianbs dug rom ofhesr banks

Aocoimis wath parent and Eallow subsOsanes

Government sscurities purchased undor
resale agreements

Pladged assals
Loans, after allowance for impalrment losses

Investmenl securities
Availabie-foe-spla
Hald-{o-mahurity

Investmant in subsidiaries

Othor assels
Customers' labilfias undor accoptances.,
guararises and lefers of credil
Sundry assats
Property, plan and egqugimant
Retiremant benafit asseal

17

18
18

A

&

24

NEX

2008 2007
30,318,327 25,848,230
343,483 407,307
13,283 620 17530 518
1,655,080 3858 375
45,601 720 47 443,441
407 320 1258311
1.301 453 1340 585
70,996 715 68,126,067
13,886,187 15,068,018
10,30 0502 15 665 540
24185219 30,733,557
242.09 254,738
5,635, 740 680,127
Lo 138,648
2,750,330 2453320
o A0 224 4839913
1405700 —14.161.009
Lot b fmmmamen
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The Bank of Nova Scotia Jamaica Limited

Balance Sheet (continued)
31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

LIABILIMES

Deposits

Doposis by the public

Arnourls dus o olher banks and inancial
InecubOns

Arnourts due 1o URMale parenl company

Amounts duss to subsidianes

ArnourilS Jue 10 Telove Sulbsadinnes

Other labllitiea

Chadgues and othier instrumanis in bransi|
Acceptances, guaranteas and leters of credi
Secunitiees S0k under nepunchase ngreeEns
Redeamabis prafarence shares

b akilities:

Taxation payable

Darbernecd Lo Rablilies

Ratirement banslil obigations

STOCKHOLDERS EGLNTY

Share cagial

Resara fund

Fletnined aamings resen

Cumulative remaasiromont resull from
Hyvaslahle-fod -saks Ainancial pssels

Capital resane

Loan loss rassnes

Linappropnated profits

¥E K%

ERE

BEH

The financial statements on pages 135 to 198 were approved for issue by the

Board of Directors on November 27, 2008 and signed on its behalf by:

Ll ..

Fuotert H. Pitfisid /

g

Chractor

Stghie-Ann 5. Wright
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The Bank of Nova Scotia Jamaica Limited

Statement of Changes in Stockholders’ Equity
31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

Comulative
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The Bank of Nova Scotia Jamaica Limited

Statement of Cash Flows
31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

Cash flows from cporating activities

Profil fe thie yoos

Roms not afectng cash
Irieresd incoma
InigTest caporss
TRz S
Depweciation
Inpasrment losses on oes
Gain on sals of propery, pland and aquipmond
Gamn on gisposnl of subsidiary
Gain on kguaition ol subsidiary
Giain on sale ol shares
Gam on sale af Viss shares

Wirite off of proporty, plant and equipemend

Changes in operating assets and Rabilties
Loars
Futiresmaord bomades
Deposis by public
SIRBuiody ressrves &l Bank of Jamakh
Deposits with Central Bank greater than ninety days
Conof habskigs, mig
D 10 panend company and lellow subsidinnes
Amneis dus from olhed Danks:
Amounis with panents and felicw subsicliares.
Amcaunts due o othor Banks and Snancial irsSumons
Crinie aEsets, Pl
Sacurities 5okl undey repunchase agresmanis

il e ek il
Intarest pas
Tt ek

Mot cash (used in) | provided by openaling acivties

Canh Nows |I'ﬂﬂ'HI'IH'HIJI'IH activitien
Envarsiimasn| secUy s
ogroomonts
Mg Bntsts
Purchase of propesty, plant snd equipment
PurChass of SRAnss i SEastanled SOmanTy
Sale ol shares in associnlsd company
Procaspds feoen: aals of shases in subsidiary
Procseds form kquidation of subsidian
Proceacs iroem Bha sale of propesty, plant and
e
ol procepds om sade of shares.

Mot cash provicnd By invEsang acinThics

Cash flows from operating and investing activilies
Cash flows lrom financing sciivities

Divedonds. pasd
Eflect ol exchange rale changes on cash and cash equivalents
Blet [docrease ) incranss in cash and cash equivalents
Ciash and cash eguivalents ol begirning of yeat
CASH AND CASH EQUNMALENTS AT
EMD OF YEAR
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The Bank of Nova Scotia Jamaica Limited

Notes to the Financial Statements
31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

1. Identification, Regulation and Licence 2. Summary of significant accounting policies

(@ The Bank of Nova Scotia Jamaica Limited (‘the Bank”) is
incorporated and domiciled in Jamaica. It is a 100% subsidiary of
Scotia Group Jamaica Limited, which is incorporated and domiciled
in Jamaica. Scotia Group Jamaica Limited is a 71.78% subsidiary
of The Bank of Nova Scotia, which is incorporated and domiciled in
Canada and is the ultimate parent. The registered office of the Bank
is located at the Scotiabank Centre, Corner of Duke and Port Royal
Streets, Kingston.

The Bank is licensed under the Banking Act, 1992 and is listed on
the Jamaica Stock Exchange.

(b) The Bank’s subsidiaries, which together with the Bank are referred
to as “the Group”, are as follows:
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(c) During 2007, a Scheme of Arrangement was undertaken which
resulted in the reorganization of the Group, as follows:

() Effective May 1, 2007, The Bank of Nova Scotia Jamaica
Limited (“the Bank”) became a wholly owned subsidiary of the
newly-formed group holding company, Scotia Group Jamaica
Limited (“the company”), which is listed on the Jamaica Stock
Exchange. As a consequence, the 2,927,232,000 issued
ordinary stock units of the Bank are now owned by Scotia
Group Jamaica Limited, and the former shareholders of the
Bank were issued 2,927,232,000 ordinary shares of the
company in exchange for their shares in the Bank.

(i ) The Bank also made a bonus issue of 100,000,000 variable
rate redeemable cumulative preference shares to existing
holders of the Bank's ordinary shares at the rate of one
preference share for every thirty ordinary shares.

2. Summary of significant accounting policies

The principal accounting policies applied in the preparation of these
consolidated financial statements are set out below. These policies have
been consistently applied by the Group entities for all the years
presented, unless otherwise stated.

(a) Basis of preparation

(i) Statement of compliance

These financial statements have been prepared in accordance with
and comply with International Financial Reporting Standards (IFRS),
the Jamaican Companies Act and the Banking Act.

New standards, amendments to standards and interpretations
that became effective during the year

Certain new standards, amendments to published standards and
interpretations came into effect during the current financial year. The
Group has assessed the relevance of all such standards,
amendments and interpretations and has adopted the following
which are relevant to its operations.

IFRS 7, Financial Instruments: Disclosures and the Complementary
Amendment to IAS 1, Presentation of Financial Statements —
Capital Disclosures are effective for annual reporting periods
beginning on or after January 1, 2007. IFRS 7 introduces new
disclosures to improve the information about financial instruments.
It requires the disclosure of qualitative and quantitative information
about exposure of risks arising from financial instruments including
specified minimum disclosures about credit risk, liquidity risk and
market risk including analysis of sensitivity to market risk. It replaces
IAS 30, Disclosures in the Financial Statements of Banks and
Similar Financial Institutions, and some of the requirements in
IAS 32, Financial Instruments: Disclosure and Presentation. The
Amendment to IAS 1 introduces disclosures about the level of an
entity’s capital and how it manages capital.

The adoption of IFRS 7 and the amendments to IAS 1 resulted in
additional disclosures, as set out in notes 41 to 43.

IFRIC 11 IFRS 2 — Group and Treasury Share Transactions, which is
effective for annual reporting periods beginning on or after
March 1, 2007, requires that a share-based payment arrangement in
which an entity receives goods or services as consideration for its own
equity instruments be accounted for as an equity-settled share-based
payment transaction, regardless of how the equity instruments are
obtained. Italso provides guidance on whether share-based payment
arrangements, in which suppliers of goods or services of an entity are
provided with equity instruments of the entity’s parent should be
accounted for as cash-settled or equity-settled in the entity’s financial
statements. This standard did not have any impact on the financial
statements.

New standards, and interpretations of and amendments to
existing standards, that are not yet effective:

At the date of authorization of these financial statements, certain
new standards, and amendments to and interpretations of existing
standards, have been issued which are not yet effective at balance
sheet date and which the Group has not early-adopted. The Group
has assessed the relevance of all such new standards,
amendments and interpretations with respect to the Group’s
operations and has determined that the following are relevant to its
operations.
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The Bank of Nova Scotia Jamaica Limited

Notes to the Financial Statements (continued)
31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

2. Summary of significant accounting policies (continued)

(a) Basis of preparation (continued)

146

(i) Statement of compliance (continued)

IFRS 8, Operating Segments, which becomes effective for annual
reporting periods beginning on or after January 1, 2009, replaces
IAS 14 and sets out requirements for disclosure of information
about an entity’s operating segments and also about the entity's
products and services, the geographical areas in which it operates
and its major customers. The Group is currently assessing the
impact that IFRS 8 will have on the disclosures in the financial
statements.

IFRIC 13 Accounting for Customer Loyalty Programmes, which
becomes effective for financial periods beginning on or after
July 1, 2008, creates consistency in accounting for customer loyalty
plans. The interpretation is applicable to all entities that grant
awards as part of a sales transaction (including awards that can be
redeemed for goods or services not supplied by the entity). The
Group is evaluating the impact IFRIC 13 will have on its financial
statements.

IFRIC 14, IAS 19 — The Limit on a Defined Benefit Asset, Minimum
Funding Requirements and their Interaction, which becomes
effective for annual reporting periods beginning on or after
January 1, 2008, provides guidance on assessing the limit set in
IAS 19 on the amount of the surplus that can be recognised as an
asset. It also explains how the pension asset or liability may be
affected by a statutory or contractual minimum funding requirement.
This standard is not expected to have a material impact on the
financial statements.

IAS 1 (Revised) Presentation of Financial Statements, which
becomes effective for annual reporting periods beginning on or after
January 1, 2009, requires the presentation of all non-owners
changes in equity in one or two statements: either in a single
statement of comprehensive income, or in an income statement of
comprehensive income. The Group is evaluating the impact that
the revised standard will have on the financial statements.

IAS 23 (Revised) - Borrowing Costs, which becomes effective for
annual reporting periods beginning on or after January 1, 2009,
removes the option of either capitalizing borrowing costs relating to
qualifying assets or expensing the borrowing costs, and requires
management to capitalize borrowing costs attributable to
qualifying assets. Qualifying assets are assets that take a
substantial time to get ready for their intended use or sale. The
Group is evaluating the impact IAS 23 (Revised) will have on its
financial statements.

(ii) Basis of measurement
The financial statements have been prepared on the historical cost
basis as modified for the revaluation of available-for-sale financial
assets and financial assets at fair value through statement of
revenue and expenses.

(iii) Use of estimates and judgements

The preparation of financial statements in conformity with IFRS and
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2. Summary of significant accounting policies (continued)

@

(b)

©

©)

Basis of preparation (continued)

(iii) Use of estimates and judgements (continued)

the Companies Act requires the use of certain critical accounting
estimates. It also requires management to exercise its judgement
in the process of applying the Group’s accounting policies. The
areas involving a higher degree of judgement or complexity, or
areas where assumptions and estimates are significant to the
financial statements, are disclosed in note 3.

(iv) Functional and presentation currency

These financial statements are presented in Jamaican dollars,
which is the Group’s functional currency. Except where indicated
to be otherwise, financial information presented is shown in
thousands of Jamaican dollars.

(v) Comparative information

Where necessary, comparative figures have been reclassified to
conform to changes in presentation in the current year.

Basis of consolidation

The consolidated financial statements include the assets, liabilities and
results of operations of the Bank and its subsidiaries presented as a
single economic entity.

Subsidiaries are all entities over which the Group has the power to
govern the financial and operating policies, generally accompanying
a shareholding of more than one half of the voting rights. The
existence and effect of potential voting rights that are currently
exercisable or convertible are considered when assessing whether
the Group controls another entity. Subsidiaries are consolidated from
the date on which control is transferred to the Group. They are no
longer consolidated from the date that control ceases.

Intra-group transactions, balances and unrealized gains on
transactions between group companies are eliminated. Unrealized
losses are also eliminated unless the transaction provides evidence of
impairment of the asset transferred. Accounting policies of subsidiaries
have been changed where necessary to ensure consistency with the
policies adopted by the Group.

Segment reporting

A business segment is a group of assets and operations engaged in
providing products or services that are subject to risks and returns that
are different from those of other business segments.

Foreign currency translation

Assets and liabilities denominated in foreign currencies are translated
into Jamaican dollars at the exchange rates prevailing at the balance
sheet date, being the mid-point between the Bank of Jamaica’s (the
Central Bank) weighted average buying and selling rates at that date.

Transactions in foreign currencies are translated at the rates of
exchange ruling at the dates of those transactions.



The Bank of Nova Scotia Jamaica Limited

Notes to the Financial Statements (continued)
31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

2. Summary of significant accounting policies (continued)

G

®

()

Revenue recognition
(i) Interest income

Interest income is recognised in the statement of revenue and
expenses for all interest earning instruments on the accrual basis
using the effective interest method based on the actual purchase
price. The effective interest rate is the rate that exactly discounts
the estimated future cash receipts through the expected life of the
financial asset (or, where appropriate, a shorter period) to the
carrying amount of the financial asset. The effective interest rate is
established on initial recognition of the financial asset and is not
revised subsequently. Interest income includes coupons earned
on fixed income investments, accretion of discount on treasury bills
and other discounted instruments, and amortization of premium on
instruments bought at a premium.

Where collection of interest income is considered doubtful, or
payment is outstanding for more than 90 days, the banking
regulations stipulate that interest should be taken into account on
the cash basis. IFRS requires that when loans become doubtful of
collection, they are written down to their recoverable amounts and
interest income is thereafter recognised based on the rate of
interest that was used to discount the future cash flows for the
purpose of measuring the recoverable amount. However, such
amounts as would have been determined under IFRS are
considered to be immaterial.

(ii) Fee and commission

Fee and commission income are recognised on the accrual basis
when service has been provided. Origination fees, for loans which
are probable of being drawn down, are recognised in the statement
of revenue and expenses immediately, as they are not considered
material for deferral.

Portfolio and other management advisory and service fees are
recognised based on the applicable service contracts. Asset
management fees are apportioned over the period the service is
provided. The same principle is applied for financial planning and
custody services that are continuously provided over an extended
period of time.

Fee and commission expenses relate mainly to transaction and
service fees, which are expensed as the services are received.
(iiiy Premium income

Premiums are recognised as earned when due.

Interest expense

Interest expense is recognised in the statement of revenue and
expenses on the accrual basis using the effective interest method.
The effective interest rate is the rate that exactly discounts the
estimated future cash payments through the expected life of the
financial liability (or, where appropriate, a shorter period) to the
carrying amount of the financial liability.

Claims

Death claims are recorded in the statement of revenue and expenses,
net of reinsurance recoverable.

2. Summary of significant accounting policies (continued)

(h) Reinsurance contracts held
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The Group enters into contracts with reinsurers under which it is
compensated for losses on contracts it issues and which meet the
classification requirements for insurance contracts. The benefits to
which the Group is entitled under its reinsurance contracts held are
recognised as reinsurance assets. Reinsurance does not relieve the
originating insurer of its liability.

Taxation

Taxation on the profit or loss for the year comprises current and
deferred taxes. Current and deferred taxes are recognised as tax
expense or benefit in the statement of revenue and expenses
except where they relate to items recorded in stockholders’
equity, in which case they are charged or credited to stockholders’
equity.

(i) Current taxation

Current tax charges are based on the taxable profit for the year,
which differs from the profit before tax reported because it
excludes items that are taxable or deductible in other years, and
items that are never taxable or deductible. The current tax is
calculated at tax rates that have been enacted at the balance
sheet date.

(ii) Deferred tax

Deferred tax liabilities are recognised for temporary differences
between the carrying amounts of assets and liabilities and their
amounts as measured for tax purposes, which will result in taxable
amounts in future periods. Deferred tax assets are recognised for
temporary differences which will result in deductible amounts in
future periods, but only to the extent it is probable that sufficient
taxable profits will be available against which these differences can
be utilised. Deferred tax assets are reviewed at each reporting date
to determine whether it is probable that the related tax benefit will
be realised.

Deferred tax assets and liabilities are measured at the tax rates that
are expected to apply in the period in which the asset will be
realised or the liability will be settled based on enacted rates.

Current and deferred tax assets and liabilities are offset when the
legal right of set-off exists, and when they relate to income taxes
levied by the same tax authority on either the same taxable entity,
or different taxable entities which intend to settle current tax
liabilities and assets on a net basis.

Insurance contracts — recognition and measurement
(i) Classification

The Group issues contracts that transfer insurance risk or financial
risk or both.

Insurance contracts are those contracts that transfer significant
insurance risk. Such contracts may also transfer financial risk. The
Group defines insurance risk as significant if an insured event could
cause an insurer to pay significant additional benefits in a scenario
that has a discernible effect on the economics of the transactions.
As a general guideline, the group defines as significant insurance
risk the possibility of having to pay benefits, at the occurrence of an
insured event, that is at least 10% more than the benefits payable
if the insured event did not occur.
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2. Summary of significant accounting policies (continued)

@

Insurance contracts — recognition and measurement
(continued)

(i) Recognition and measurement
Insurance contracts

These contracts insure human life events (for example death or
permanent disability) over a long duration. The accounting
treatment differs according to whether the contract bears
investment options or not. Under contracts that do not bear
investment options, premiums are recognised as income when they
become payable by the contract holder and benefits are recorded
as an expense when they are incurred.

Under contracts that bear an investment option, insurance
premiums received are initially recognised directly as liabilities.
These liabilities are increased by credited interest and are
decreased by policy administration fees, mortality and surrender
charges and any withdrawals; the resulting liability is called the Life
Assurance Fund. Income consists of fees deducted for mortality,
policy administration and surrenders. Interest credited to the
account and benefit claims in excess of the account balances
incurred in the period are recorded as expenses in the statement of
revenue and expenses.

Insurance contract liabilities are determined by an independent
actuary using the Policy Premium Method of valuation as discussed
in Note 3(iv). These liabilities are, on valuation, adjusted through
the income statement to reflect the valuation determined under the
Policy Premium Method.

(k) Policyholders’ fund

o
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The policyholders’ fund has been calculated using the Policy Premium
Method (PPM) of valuation. Under this method explicit allowance is
made for all future benefits and expenses under the policies. The
premiums, benefits and expenses for each policy are projected and
the resultant future cash flows are discounted back to the valuation
date to determine the reserves.

The process of calculating policy reserves necessarily involves the
use of estimates concerning such factors as mortality and morbidity
rates, future investment yields and future expense levels.
Consequently, these liabilities include reasonable provisions for
adverse deviations from the estimates.

An actuarial valuation is prepared annually. Any adjustment to the
reserves is reflected in the year to which it relates.

Financial assets and liabilities
(i) Recognition

The Group initially recognises loans and advances and deposits
on the date that they are originated. All other financial assets and
liabilities (including assets and liabilities designated as at fair value
through profit or loss) are initially recognized on the settlement date
— the date at which the Group becomes a party to the contractual
provisions of the instrument.
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2. Summary of significant accounting policies (continued)

o

Financial assets and liabilities (continued)
(ii) Derecognition

The Group derecognises a financial asset when the contractual
rights to the cash flows from the 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 Group
is recognized as a separate asset or liability.

The Group derecognises a financial liability when its contractual
obligations are discharged, cancelled or have expired.

The Group enters into transactions whereby it transfers assets
recognized on its balance sheet, but retains either all risks and
rewards of the transferred assets or a portion of them. If all or
substantially all risks and rewards are retained, then the transferred
assets are not derecognized from the balance sheet. Transfers of
assets with retention of all or substantially all risks and rewards
include, for example, securities lending and repurchase
transactions.

(m) Financial assets

The Group classifies its financial assets into the following categories:
financial assets at fair value through profit or loss; loans and
receivables; held-to-maturity; and available-for-sale financial assets.
Management determines the classification of its investments at initial
recognition.

(i) Financial assets at fair value through profit and loss

This category includes financial assets held for trading. A financial
asset is classified in this category at inception if acquired principally
for the purpose of selling in the short term or if so designated by
management. These assets are carried at fair value and all related
gains and losses are included in the statement of revenue and
expenses.

(i) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
They arise when the Group provides money or services directly to
a debtor with no intention of trading the receivable.

(iii) Held-to-maturity

Held-to-maturity investments are non-derivative financial assets
with fixed or determinable payments and fixed maturities that the
Group’s management has the positive intention and ability to hold
to maturity. Were the Group to sell other than an insignificant
amount of held-to-maturity assets, the entire category would be
compromised and reclassified as available-for-sale.
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2. Summary of significant accounting policies (continued)

(m) Financial assets (continued)

Q)

(©)

(iv) Available-for-sale

Available-for-sale investments are those non-derivative financial
assets that are designated as available-for-sale or are not
classified as the above three categories; they are intended to be
held for an indefinite period of time, and may be sold in response
to needs for liquidity or changes in interest rates, exchange rates
or market prices. Unrealized gains and losses arising from
changes in fair value of available-for-sale investments are
recognized in stockholders’ equity. On disposal of these
investments, the unrealized gains or losses included in
stockholders’ equity are transferred to the statement of revenue
and expenses.

Purchases and sales of financial assets at held-to-maturity and
available-for-sale are recognised at the settlement date - the date
on which an asset is delivered to or by the Group. Loans are
recognised when cash is advanced to the borrowers. Financial
assets are initially recognised at fair value plus transaction costs
for all financial assets not carried at fair value through profit or
loss.

Subsequent to initial recognition at cost, available-for-sale financial
assets and financial assets at fair value through profit or loss are
carried at fair value. Loans and receivables are carried at amortised
cost using the effective interest method. Gains and losses arising
from changes in the fair value of the ‘financial assets at fair value
through profit or loss’ category are included in the statement of
revenue and expenses in the period in which they arise. Gains and
losses arising from changes in the fair value of available-for-sale
financial assets are recognised directly in equity, until the financial
assets are derecognised or impaired, at which time the cumulative
gains or losses previously recognised in equity are recognised in
profit or loss. However, interest, which is calculated using the effective
interest method, is recognised in the statement of revenue and
expenses.

A financial asset is considered impaired if its carrying amount
exceeds its estimated recoverable amount. Impairment losses are
recognised in the statement of revenue and expenses. The amount
of the impairment loss for an asset carried at amortised cost is
calculated as the difference between the asset's carrying amount
and the present value of expected future cash flows discounted at
the original effective interest rate. The recoverable amount of a
financial asset carried at fair value is the present value of expected
future cash flows discounted at the current market interest rate for a
similar financial asset. When a subsequent event causes the
amount of impairment loss to decrease, the impairment loss is
reversed through profit or loss.

Investment in subsidiaries

Investments by the Bank in subsidiaries are stated at cost less
impairment losses.

Repurchase and reverse repurchase agreements

Securities sold under agreements to repurchase (repurchase
agreements) and securities purchased under agreements to resell
(reverse repurchase agreements) are treated as collateralised
financing transactions. The difference between the sale/purchase and
repurchase/resale price is treated as interest and accrued over the life
of the agreements using the effective yield method.

2. Summary of significant accounting policies (continued)
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Repurchase and reverse repurchase agreements (continued)

Securities sold subject to repurchase agreements are reclassified in
the financial statements as pledged assets when the transferee has
the right by contract or custom to sell or re-pledge the collateral.

Loans and advances and allowance for impairment losses

Loans and advances are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market and
that the Group does not intend to sell immediately or in the near term.

Loans are stated net of unearned income and allowance for credit
losses.

Loans are recognised when cash is advanced to borrowers. They are
initially recorded at the fair value of the consideration given, which is
the cash disbursed to originate the loan, including any transaction
costs, and are subsequently measured at amortised cost using the
effective interest rate method.

An allowance for loan impairment is established if there is objective
evidence that the Group will not be able to collect all amounts due
according to the original contractual terms of loans. The amount of the
provision is the difference between the carrying amount and the
recoverable amount, being the present value of expected cash flows,
including amounts recoverable from guarantees and collateral,
discounted at the original effective interest rate of the impaired loans.

Aloan is classified as impaired when, in management's opinion, there
has been a deterioration in credit quality to the extent that there is no
longer reasonable assurance of timely collection of the full amount of
principal and interest. As required by statutory regulations, if a
payment on a loan is contractually 90 days in arrears, the loan will be
classified as impaired, if not already classified as such. Any credit card
loan that has a payment that is contractually 90 days in arrears is
written-off.

When a loan is classified as impaired, recognition of interest in
accordance with the terms of the original loan ceases, and interest is
taken into account on the cash basis. Interest income on impaired
loans has not been recognised, as it is not considered material.

Statutory and other regulatory loan loss reserve amounts that exceed
the amounts required under IFRS are included in a non-distributable
loan loss reserve as an appropriation of profits.

Acceptances and guarantees

The Bank’s potential liability under acceptances and guarantees is
reported as a liability in the balance sheet. The Bank has equal and
offsetting claims against its customers in the event of a call on these
commitments, which are reported as an asset.

Intangible assets

Costs associated with developing or maintaining computer software
programs are recognised as an expense as incurred. Costs that are
directly associated with acquiring identifiable and unique software
products which are expected to generate economic benefits
exceeding costs beyond one year, are recognised as intangible
assets. However, such costs are been expensed where they are
considered to be immaterial.
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Leases

Leases of property, plant and equipment where the Group has
substantially all the risks and rewards of ownership are classified as
finance leases. Finance leases are recognised at the inception of the
lease at the lower of the fair value of the leased asset and the present
value of minimum lease payments. Each lease payment is allocated
between the liability and interest charges so as to produce a constant
rate of charge on the lease obligation. The interest element of the
lease payments is charged as an expense and included in the
statement of revenue and expenses over the lease period.

Leases where a significant portion of the risks and rewards of
ownership are retained by the lessor are classified as operating
leases. Payments under operating leases are charged to the
statement of revenue and expenses on the straight-line basis over the
period of the lease.

Property, plant and equipment

Land is stated at historical cost. All other property, plant and
equipment are stated at historical cost less accumulated depreciation
and, if any, impairment losses. Cost includes expenditures that are
directly attributable to the acquisition of the asset.

Expenditure subsequent to acquisition is included in the asset's
carrying amount or is recognised as a separate asset, as appropriate,
only when itis probable that future economic benefits associated with
the expenditure will flow to the Group and the cost of the item can be
measured reliably. All other expenditure is classified as repairs and
renewals and charged as expenses in the statement of revenue and
expenses during the financial period in which it is incurred.

Depreciation and amortisation are calculated on the straight-line
method at rates estimated to write off the depreciable amount of the
assets over their expected useful lives, as follows:

Buildings 40 years
Furniture, fixtures and equipment 10 years
Computer equipment 4 years
Motor vehicles 5 years

Leasehold improvements Period of lease
The depreciation methods, useful lives and residual values are
reassessed at the reporting date.

Property, plant and equipment are reviewed periodically for
impairment. Where the carrying amount of an asset is greater than its
estimated recoverable amount, it is written down immediately to its
recoverable amount.

Gains and losses on disposal of property, plant and equipment are
determined by reference to their carrying amount and are taken into
account in determining the profit for the year.

Employee benefits

Employee benefits are all forms of consideration given by the Group
in exchange for service rendered by employees. These include current
or short-term benefits such as salaries, bonuses, NIS contributions,
vacation leave; non-monetary benefits such as medical care; post-
employment benefits such as pensions; and other long-term
employee benefits such as termination benefits.
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2. Summary of significant accounting policies (continued)

(u) Employee benefits (continued)

Employee benefits that are earned as a result of past or current
service are recognised in the following manner: Short-term employee
benefits are recognised as a liability, net of payments made, and
charged as expense. The expected cost of vacation leave that
accumulates is recognised when the employee becomes entitled to
the leave. Post-employment benefits, termination benefits and equity
compensation benefits are accounted for as described below. Other
long-term benefits are not considered material and are charged off
when incurred.

(i) Pension obligations

The Group operates a defined benefit plan, the assets of which
are held in a separate trustee-administered fund. The pension plan
is funded by payments from employees and the Bank, taking the
recommendations of the actuary into account.

The asset or liability in respect of defined benefit plans is the
difference between the present value of the defined benefit
obligation at the balance sheet date and the fair value of plan
assets, adjusted for unrecognised actuarial gains/losses and past
service cost. Where a pension asset arises, the amount recognised
is limited to the net total of any cumulative unrecognised net
actuarial losses and past service cost and the present value of any
economic benefits available in the form of refunds from the plan or
reduction in future contributions to the plan. The pension costs are
assessed using the Projected Unit Credit Method. Under this
method, the cost of providing pensions is charged to the statement
of revenue and expenses so as to spread the regular cost over the
service lives of the employees in accordance with the advice of the
actuaries, who carry out a full valuation of the plan every year in
accordance with IAS 19. The pension obligation is measured at the
present value of the estimated future cash outflows using estimated
discount rates based on market yields on Government securities
which have terms to maturity approximating the terms of the related
liability.

A portion of actuarial gains and losses is recognised in the
statement of revenue and expenses if the net cumulative
unrecognised actuarial gains or losses at the end of the previous
reporting period exceeded 10 percent of the greater of the present
value of the gross defined benefit obligation and the fair value of
plan assets at that date. Any excess actuarial gains or losses are
deferred and recognised in the statement of revenue and expenses
over the average remaining service lives of the participating
employees.

(if) Termination obligations

Termination benefits are payable whenever an employee’s
employment is terminated before the normal retirement date or
whenever an employee accepts voluntary redundancy in exchange
for these benefits. The Group recognises termination benefits when
itis demonstrably committed to either terminate the employment of
current employees according to a detailed formal plan without the
possibility of withdrawal or to provide termination benefits as a
result of an offer made to encourage voluntary redundancy.
Benefits falling due more than twelve (12) months after the balance
sheet date are discounted to present value.
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2. Summary of significant accounting policies (continued) 2. Summary of significant accounting policies (continued)

(u) Employee benefits (continued) (w) Share capital (continued)

(iii) Other post-retirement obligations (i)  Dividends

The Group also provides supplementary health, dental and life
insurance benefits to qualifying employees upon retirement. The
entitlement to these benefits is usually based on the completion of
a minimum service period and the employee remaining in service
up to retirement age. The expected costs of these benefits are
accrued over the period of employment, using an accounting
methodology similar to that for defined benefit pension plans. These
obligations are valued annually by qualified independent actuaries.

(iv) Equity compensation benefits

The Group has an Employee Share Ownership Plan (ESOP) for
eligible employees. The Group provides a fixed benefit to each
participant, which is linked to the number of years of service. This
benefit is recorded in salaries and staff benefits in the statement of
revenue and expenses.

The amount contributed to the ESOP trust (note 49) by the Group
for acquiring shares and allocating them to employees is
recognised as an employee expense at the time of making the
contribution, as the effect of recognising it over the two-year period
in which the employees become unconditionally entitled to the
shares is not considered material. Further, the effect of forfeitures
is not considered material.

The special purpose entity that operates the Plan has not been
consolidated as the effect of doing so is not considered material.

(v) Borrowings

Borrowings are recognised initially at fair value, being their issue
proceeds (fair value of consideration received) net of transaction
costs incurred. Borrowings are subsequently stated at amortised
cost. Any difference between proceeds, net of transaction costs,
and the redemption amount is recognised in the statement of
revenue and expenses immediately, as they are not considered
material for deferral.

(w) Share capital

(i) Ordinary shares are classified as equity when there is no

obligation to transfer cash or other assets.

Preference share capital is classified as equity except where itis
redeemable on a specific or determinable date or at the option of
the shareholders and/or if dividend payments are not
discretionary, in which case it is classified as a liability. Dividend
payments on preference shares classified as a liability are
recognized in the statement of revenue and expenses as
interest expense.

)
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Dividends are recorded in the financial statements in the
period in which they are approved by the Board of Directors.

Financial instruments

Financial instruments carried on the balance sheet include cash
resources, investments, securities purchased under resale
agreements, pledged assets, loans and leases, other assets,
deposits, other liabilities and policyholders’ fund.

The fair values of the Group’s financial instruments are discussed
in note 42.

Cash and cash equivalents

For the purpose of the cash flow statement, cash and cash
equivalents include notes and coins on hand, unrestricted balances
held with Bank of Jamaica, amounts due from other banks, and
highly liquid financial assets with original maturities of less than
ninety days, which are readily convertible to known amounts of
cash, and are subject to insignificant risk of changes in their fair
value.

3. Critical accounting estimates, and judgements in applying accounting policies

The Group makes estimates and assumptions that affect the reported
amounts of assets and liabilities within the next financial year. Estimates
and judgements are continually evaluated and are based on historical
experience and other factors, including expectations of future events that
are believed to be reasonable under the circumstances.

0]
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Impairment losses on loans and advances

The Group reviews its loan portfolios to assess impairment at least on
a quarterly basis. In determining whether an impairment loss should
be recorded in the statement of revenue and expenses, the Group
makes judgements as to whether there is any observable data
indicating that there is a measurable decrease in the estimated future
cash flows from a portfolio of loans before the decrease can be
identified with an individual loan in that portfolio. This evidence may
include observable data indicating that there has been an adverse
change in the payment status of borrowers in a Group, or national or
local economic conditions that correlate with defaults on assets in the
Group. Management uses estimates based on historical loss
experience for assets with credit risk characteristics and objective
evidence of impairment similar to those in the portfolio when
scheduling its future cash flows. The methodology and assumptions
used for estimating both the amount and timing of future cash flows are
reviewed regularly to reduce any differences between loss estimates
and actual loss experience. To the extent that the net present value of
estimated cash flows differs by +/-5 percent, the provision would
be an estimated $86,970 (2007: $45,457) higher or $76,939
(2007: $45,457) lower.
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3. Critical accounting estimates, and judgements in applying accounting policies 3.

(continued)
(i) Held-to-maturity investments

The Group follows the guidance of IAS 39 in classifying non-
derivative financial assets with fixed or determinable payments and
fixed maturity as held-to-maturity. This classification requires
judgement. In making this judgement, the Group evaluates its
intention and ability to hold such investments to maturity. If the
Group fails to keep these investments to maturity other than in the
specific permissible circumstances - for example, selling other than
an insignificant amount close to maturity - it will be required to
reclassify the entire class as available-for-sale. The investments
would therefore be measured at fair value, not amortised cost. If the
entire class of held-to-maturity investments is compromised, the fair
value of investments would increase by $ 436,298 (2007: decrease
by $408,801) with a corresponding entry in the fair value reserve in
stockholders’ equity.

(i) Income taxes

Estimates and judgements are required in determining the provision
for income taxes. The tax liability or asset arising from certain
transactions or events may be uncertain during the ordinary course of
business. In cases of such uncertainty, the Group recognises
liabilities for possible additional taxes based on its judgement.
Where the final tax outcome in relation to such matters is different
from the amount that was initially recognised, the difference will
impact the current and deferred income tax provisions in the
period in which such determination is made.

Were the actual final outcome (on the judgement areas) to differ by
10% from management's estimates, the Group would need to:

* increase the income tax liability by $46,424 and the deferred tax
liability by $20,292, if unfavourable; or

 decrease the income tax liability by $46,424 and the deferred tax
liability by $20,292, if favourable.

(iv) Estimate of future payments and premiums arising from long-term
insurance contracts

The liabilities under long-term insurance contracts have been

determined using the Policy Premium Method of valuation. Under 4.

this method explicit allowance is made for all future benefits and
expenses under the policies. The premiums, benefits and expenses
for each policy are projected and the resultant future cash flows are
discounted back to the valuation date to determine the reserves.
Any adjustment to the reserves is reflected in the year to which it
relates.

The process of calculating policy reserves necessarily involves the
use of estimates concerning such factors as mortality and morbidity
rates, future investment yields and future expense levels.
Consequently, these liabilities include reasonable provisions for
adverse deviations from the estimates. Estimates are also made as to
future investment income arising from the assets backing long-
term insurance contracts. These estimates are based on current
market returns as well as expectations about future economic and
financial developments.

These estimates are more fully described in note 12(c).
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Critical accounting estimates, and judgements in applying accounting policies
(continued)

(v) Pension and other post-employment benefits (continued)

The cost of these benefits and the present value of the pension and
the other post-employment liabilities depend on a number of factors
that are determined on an actuarial basis using a number of
assumptions. The assumptions used in determining the net periodic
cost (income) for pension and other post-employment benefits include
the expected long-term rate of return on the relevant plan assets, the
discount rate and, in the case of the post-employment medical
benefits, the expected rate of increase in medical costs. Any change
in these assumptions will impact the net periodic cost (income)
recorded for pension and post-employment benefits and may affect
planned funding of the pension plans. The expected return on plan
assets assumption is determined on a uniform basis, considering long-
term historical returns, asset allocation and future estimates of
long-term investment returns. The Group determines the appropriate
discount rate at the end of each year; such rate represents the
interest rate that should be used to determine the present value of
estimated future cash outflows expected to be required to settle the
pension and post-employment benefit obligations. In determining the
appropriate discount rate, the Group considered interest rate of
high-quality corporate bonds that are denominated in the currency in
which the benefits will be paid, and that have terms to maturity
approximating the terms of the related pension liability. The expected
rate of increase of medical costs has been determined by comparing
the historical relationship of the actual medical cost increases with the
rate of inflation in the respective economies.

Past experience has shown that the actual medical costs have
increased on average by one time the rate of inflation. Other key
assumptions for the pension and other post retirement benefits cost
and credits are based, in part, on current market conditions.

Were the actual expected return on pension plan assets to differ by 1%
from management's estimates, there would be no impact on the
consolidated netincome. Similarly, were the actual discount rate used
at the beginning of the fiscal year to differ by 1% from management's
estimates there would be no impact on consolidated net income. Were
the assumed medical inflation rate on the health plan to differ by 1.50%
from management estimates, the health expense would increase by
$70,487 or decrease by $51,704.

Responsibilities of the appointed actuary and external auditors

The Board of Directors, pursuant to the Insurance Act, appoints the
Actuary. His responsibility is to carry out an annual valuation of the Group’s
policy liabilities in accordance with accepted actuarial practice and
regulatory requirements and report thereon to the policyholders and
stockholders. In performing the valuation, the Actuary makes assumptions
as to the future rates of interest, asset defaults, mortality, morbidity, claims
experience, policy termination, inflation, reinsurance recoveries, expenses
and other contingencies, taking into consideration the circumstances of the
Group and the insurance policies in force.

The shareholders, pursuant to the Companies Act, appoint the external
auditors. Their responsibility is to conduct an independent and objective
audit of the financial statements in accordance with International Standards
on Auditing and report thereon to the stockholders. In carrying out their
audit, the auditors also make use of the work of the appointed Actuary and
his report on the policyholders’ liabilities.
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5. Segmental financial information

The Group is organised into five main business segments:

(@) Retail Banking - incorporating personal banking services, personal customer
current, savings and deposits accounts, credit and debit cards, consumer loans

and mortgages;

(b) Corporate and Commercial Banking - incorporating non-personal direct debit
facilities, current accounts, deposits, overdrafts, loans and other credit facilities,

and foreign currency transactions;

(c) Treasury - incorporating the Bank’s liquidity and investment management
function, management of correspondent bank relationships, as well as foreign

currency trading;

(d) Investment Management Services — incorporating investments, unit trust and
pension fund management, brokerage and advisory services, and the
administration of trust accounts. This segment is now being reported in Scotia
Group Jamaica Limited consolidated results for 2008;
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(e) Insurance Services - incorporating the provision of life insurance; and

()  Other operations of the Group — comprising non-trading subsidiaries.

Transactions between the business segments are on normal commercial terms and

conditions.

Segment assets and liabilities comprise operating assets and liabilities, being the
majority of the balance sheet, but exclude items such as taxation, retirement benefit
assets and obligations and borrowings.

The Group’s operations are located solely in Jamaica.
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The Bank of Nova Scotia Jamaica Limited
Notes to the Financial Statements (continued)

31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

5. Segmental financial information (continued)
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The Bank of Nova Scotia Jamaica Limited

Notes to the Financial Statements (continued)
31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

7. Net fee and commission income
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The Bank of Nova Scotia Jamaica Limited

Notes to the Financial Statements (continued)
31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

12. Change in policyholders’ liabilities

(@ Composition of policyholders’ liabilities
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The Bank of Nova Scotia Jamaica Limited

Notes to the Financial Statements (continued)
31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

12. Change in policyholders’ fund (continued) 12. Change in policyholders’ fund (continued)

©

(c) Policy assumptions Policy assumptions (continued)

Policy liabilities have two major assumptions, namely, best estimate
assumptions and provisions for adverse deviation assumptions.

@)

Best estimate assumptions:

Best estimate assumptions cover the lifetime of the policies and are
made for many variables including mortality, morbidity, investment
yields, rates of policy termination, operating expenses and certain
taxes.

(i) Mortality and morbidity

The assumptions are based on industry experience. See note
3(iv) for further details.

(ii) Investment yields

The Group matches assets and liabilities by line of business. The
Group does not project asset and liability cash flows under
reinvestment assumptions; instead it uses a projected portfolio rate
with a conservative bias.

The Group has assumed a portfolio of 12.73% beginning
November 2008, decreasing monthly to 8% in the year 2014, and
then decreasing yearly to 6% in the year 2027 and later.

The above interest rates have been reduced by 0.50% as a
margin for adverse deviation.

Assumed interest rates are net of Investment Income Tax.

The main source of the uncertainty is the fluctuation in the
economy; lower yields would result in higher reserves and reduced
income.

(iii) Persistency

Persistency assumptions are made in relation to the time since
inception that a policy exists before it lapses or is surrendered.
Lapses relate to termination of policies due to non-payment of
premiums. Surrenders relate to voluntary termination of policies
by the policyholders. Policy terminations are based on the
Group's own experience adjusted for expected future conditions.
The main source of uncertainty derives from changes in
policyholder behaviour as it relates to changes in conditions.
The expected lapse rates are 2% in the first year, 8% in the
second year, 7% in the third year and 6% thereafter. A margin
for adverse deviation is added by increasing or decreasing the
lapse rates, whichever is adverse, by 20%.

The main source of uncertainty derives from changes in
policyholder behaviour as it relates to changes in conditions.

13. Expenses by nature

@

(1) Best estimate assumptions (continued)
(iv) Policy expenses and inflation

Policy maintenance expenses are derived from the Group’s
own internal cost studies projected into the future with an
allowance for inflation. Inflation is assumed to be 6.92%
beginning November 2008, decreasing monthly to 5% in the
year 2014, and then decreasing to 3% in year 2027 and later.

A margin for adverse deviation is added by increasing the
maintenance expenses by 10% of the best estimate
assumption.

(v) Partial withdrawal of policy funds

The Group’s contracts allow policyholders to withdraw a
portion of the funds accumulated under the contract without
surrendering the entire contract. Partial withdrawal rates are
derived from the Group’s own experience. A margin for
adverse deviation is added by increasing the partial
withdrawal rates by 10% of the best-estimate assumption.

(vi)Taxation

It is assumed that current tax legislation and rates continue
unaltered.

Provision for adverse deviation assumptions

The basic assumptions made in establishing policy liabilities are best
estimates for a range of possible outcomes. To recognise the
uncertainty in establishing these best estimates, to allow for possible
deterioration in experience and to provide greater comfort that the
reserves are adequate to pay future benefits, the appointed actuary is
required to include a margin in each assumption.

The impact of these margins is to increase reserves and so decrease
the income that would be recognised on inception of the policy. The
Canadian Institute of Actuaries prescribes a range of allowable
margins. The Group uses assumptions at the conservative end of the
range, taking into account the risk profiles of the business.
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The Bank of Nova Scotia Jamaica Limited

Notes to the Financial Statements (continued)
31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

14. Profit before taxation
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The Bank of Nova Scotia Jamaica Limited

Notes to the Financial Statements (continued)

31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

16.

17.

18.

19.

Earnings per stock unit
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The Bank of Nova Scotia Jamaica Limited

Notes to the Financial Statements (continued)

31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

20. Cash and cash equivalents
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The Bank of Nova Scotia Jamaica Limited

Notes to the Financial Statements (continued)
31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

22.

Loans, after allowance for impairment losses
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(i) Renegotiated loans

Restructuring activities include extended payment arrangements, approved
external management plans, modification and deferral of payments. Following
restructuring, a previously overdue customer account may be reset to a normal
status and managed together with other similar accounts after careful analysis
and the demonstration to maintain the scheduled payments over a prolonged
period.

Restructuring policies and practices are based on indicators or criteria which, in
the judgment of management, indicate that payment will most likely continue.
These policies are kept under continuous review.

The Group’s and Bank’s renegotiated loans that would otherwise be past due or
impaired totalled $35,286 (2007: $5,943).

(i) Repossessed collateral

In general, the Group does not obtain financial or non-financial assets by taking
possession of collateral. In the normal course of business, the security
documentation which governs the collateral charged in favour of the Group to
secure the debt, gives the Group express authority to repossess the collateral in
the event of default. Repossessed collateral are sold as soon as practicable,
with the proceeds used to reduce the outstanding indebtedness.

The Group has no repossessed collateral.

(iv) Collateral accepted as security for assets

The fair value of assets accepted as collateral that the Group is permitted to sell
or repledge in the absence of default is Nil (2007: Nil). The fair value of any such
collateral that has been sold or repledged was Nil (2007: Nil).
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The Bank of Nova Scotia Jamaica Limited

Notes to the Financial Statements (continued)
31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

23. Impairment losses on loans
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Notes to the Financial Statements (continued)
31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

24, Investment securities
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31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

26.

164

Property, plant and equipment
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The Bank of Nova Scotia Jamaica Limited

Notes to the Financial Statements (continued)
31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

26. Property, plant and equipment (continued)
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27. Retirement benefit asset/obligation

Armounis recognised i o balanos sheet:

JThe Group and The Bank
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27. Retirement benefit asset/obligation (continued)

(@ Defined benefit pension plan (continued)
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27. Retirement benefit asset/obligation (continued)
(@) Defined benefit pension plan (continued)
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21.

28.

Retirement benefit asset/obligation (continued)

(b)  Other post retirement benefits (continued)
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29.

30.

3L

32.

170

Amounts due to other banks and financial institutions

These represent accounts held by subsidiaries and fellow subsidiaries in the normal course of business.

Due to ultimate parent company

BEnk of Move Scolin
Faclity |
Faciiy i
Faciey |

Iianisl paryble

Deposis uld) wilh thes Bk
Soohs Circup JSamakcs Lemiled
Bank o Mova Sooha

T Oe e
Faae| =21
84018 107050
2785 447 ETERSTE
A= A Hragg
5,768 A0 4, T4 B
— Fi.408 — 51713
8,840,200 4, TEd B2
155,185 81.203
—i2
e R

(]| Facility § ks a USE denominated Sheen (15] year ron-revoling koan from e panen] compsany, il onierding.
The nosparyeraisl o Thd DrnGpal comemncgd i 30, 2000 and =5 sl 1o 00 nieansd rasd oF LIBOR + 1%

pot Errum

7] Fascilty | ks a USS donominalod teohe (12) yoar non-novolang ican fom B panect company, for on.lending
Trg repayment of e prinDpa! commancad May 2012 and is sact 10 8 s indergsl rale of 5800 per

T

L] Faclity |l is & P53 denominated fournon (14) year non-revohing lobn from the panend compasry, for on-
endng  The mpayment of the prindipal commenced on May 2002 and is subject 10 @ fmed nlenest rate of

565

Thes e Boan IRCIDO0S AN RS

Amounts due to other banks and financial institutions

These represent accounts held by subsidiaries and fellow subsidiaries in the normal course of business.

Other liabilities
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33.

Deferred tax asset and liabilities
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34.

35.

36.

37.

38.

39.
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Share capital
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40. Other reserves
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41. Financial risk management
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(@) Overview and risk management framework (b) Credit risk

By their nature, the Group’s activities are principally related to the use of @)
financial instruments. Therefore this will involve analysis, evaluation and

management of some degree of risk or combination of risks. The Group’s

risk management policies are designed to identify and analyse these risks,

to set appropriate risk limits and controls, and to monitor the risks and

adherence to limits by means of reliable and up-to date information

systems. The Group regularly reviews its risk management policies and

systems to reflect changes in markets, products and emerging best

practice.

The Board of Directors is ultimately responsible for the establishment
and oversight of the Group’s risk management framework. The Board
has established committees for managing and monitoring risks.

Two key committees for managing and monitoring risks are as follows:
(i) Board Audit Committee

The Board Audit Committee is comprised solely of independent
directors. The Audit Committee oversees how management
monitors compliance with the Group’s risk management policies
and procedures and reviews the adequacy of the risk management
framework in relation to the risks faced by the Group. The
Committee is assisted in its oversight role by the Internal Audit
Department. The Internal Audit Department undertakes both
regular and ad hoc reviews of risk management controls and
procedures, the results of which are reported to the Board Audit
Committee.

The Board Audit Committee also reviews the annual and quarterly
financial statements, related policies and assumptions for
recommendation of approval to the Board of Directors.

(if) Asset and Liability Committee

The Asset and Liability Committee (ALCO) has the responsibility of
ensuring that risks are managed within the limits established by the
Board of Directors. The Committee meets at least once monthly to
review risks, evaluate performance and provide strategic direction.
The Committee reviews investment, loan and funding activities, and
ensures that the existing policies comprehensively deal with the
management and diversification of the Group’s investment and loan
portfolios and that appropriate limits are being adhered to.

The Investment and Loan Committee performs a similar role to
ALCO for Scotia Jamaica Life Insurance, which provides a
specialized focus due to the different nature of the insurance
business.

The most important types of risk are credit risk, market risk,
liquidity risk, and insurance risk. Market risk includes currency risk
and interest rate risk .

Credit risk management

The Group takes on exposure to credit risk, which is the risk that a
counterparty will be unable to pay amounts in full when due.
Impairment provisions are made for losses that have been incurred
at the balance sheet date. However significant negative changes
in the economy, or industry segment that represents a
concentration in the Group’s loan portfolio, or positions in tradeable
assets such as bonds could result in losses that are different from
those provided for at the balance sheet date.

At a strategic level, the Group manages the levels of credit risk they
undertake by placing limits on the amount of risk accepted in
relation to any one borrower, or groups of borrowers, and industry
segments. Limits on the level of credit risk by product and industry
sector are approved quarterly by the Board of Directors. The
exposure to any one borrower, including banks and brokers, is
further restricted by sub-limits covering on and off-balance sheet
exposures. Actual exposures against limits are monitored daily.

Operationally, exposure to credit risk is managed through regular
analysis of the ability of borrowers and potential borrowers to meet
interest and capital repayment obligations and by restructuring
loans where appropriate. Exposure to credit risk is also managed
in part by obtaining collateral and corporate and personal
guarantees. The principal collateral types for loans are:

e Cash

« Charges over business assets such as premises, inventory and
accounts receivable;

« Charges over financial instruments such as debt securities and
equities.

In addition, the Group will seek additional collateral from the
counterparty as soon as impairment indicators are noticed for the
relevant individual loans.

Collateral held as security for financial assets other than loans is
determined by the nature of the instrument. Debt securities are
generally unsecured, with the exception of asset-backed securities
and similar instruments, which are secured by portfolios of financial
instruments.

The Group’s policy requires the review of individual financial assets
that are above materiality thresholds at least annually or more
regularly when individual circumstances require. Impairment
allowances on individually assessed accounts are determined by
an evaluation of the incurred loss at balance-sheet date on a case-
by-case basis, and are applied to all individually significant
accounts.
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41. Financial risk management 41. Financial risk management

(b) Credit risk (continued) (b) Credit risk (continued)

(i) Credit risk management (continued) (ii) Credit related commitments (continued)

174

The assessment normally encompasses collateral held and the
anticipated receipts for that individual account. Collectively assessed
impairment allowances are provided for:

(1) portfolios of homogenous assets

(2) losses that have been incurred but have not yet been identified, by
using the available historical experience, experienced judgment
and statistical techniques.

The Group further restricts its exposure to credit losses by
entering into master netting arrangements with counterparties with
which it undertakes a significant volume of transactions. Master
netting arrangements do not generally result in an offset of
balance sheet assets and liabilities, as transactions are usually
settled on a gross basis. However, the credit risk associated with
favourable contracts is reduced by a master netting arrangement

The Group monitors the term to maturity of credit commitments because
longer-term commitments generally have a greater degree of credit risk
than shorter-term commitments.

(iii) Credit quality

In measuring credit risk of commercial loans at the counterparty level, the
Group assesses the probability of default of individual counterparties using
internal rating tools tailored to the various categories of counterparty.
They have been developed internally and combine statistical analysis
with credit officer judgment and are validated, where appropriate, by
comparison with externally available data. The Group’s rating scale,
which is shown below, reflects the range of default probabilities defined
for each rating class:

Group’s internal ratings scale and mapping of external ratings

to the extent that if a default occurs, all amounts with the Group’s rating External rating : Standard & Poor’s equivalent
counterparty are terminated and settled on a net basis.
Excellent AAAto AA+
Credit-related commitments Very Good AAto A+
Good Ato A
The primary purpose of these instruments is to ensure that funds are Acceptable BBB+ to BB+
available to a customer as required. Guarantees and standby letters of Higher Risk BB to B-

credit, which represent irrevocable assurances that the Group will make
payments in the event that a customer cannot meet its obligations to
third parities, carry the same credit risk as loans. Commercial letters of
credit, which are written undertakings by the Group on behalf of a
customer authorising a third party to draw drafts on the Group up to a

Retail loans are risk-rated based on an internal scoring system which
combine statistical analysis with credit officer judgment, and fall within
the following categories:

stipulated amount under specific terms and conditions, are collateralised * Good
by the underlying shipments of goods to which they relate and therefore » Acceptable
carry less risk than direct borrowing. * Higher risk

Commitments to extend credit represent unused portions of authorisations
to extend credit in the form of loans, guarantees or letters of credit.
With respect to credit risk on commitments to extend credit, the
Group is potentially exposed to loss in an amount equal to the total
unused commitments. However, the likely amount of loss is less than
the total unused commitments, as most commitments to extend credit
are contingent upon customers maintaining specific credit standards.
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41. Financial risk management (continued)
(b) Credit risk (continued)

(iiiy  Credit quality (continued)

The table below shows the percentage of the Group’s loan portfolio as at October 31, 2008 relating to loans and credit commitments for each

of the Group's internal rating categories:
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The Bank of Nova Scotia Jamaica Limited

Notes to the Financial Statements (continued)
31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

41. Financial risk management (continued)

(b) Credit risk (continued)
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The Bank of Nova Scotia Jamaica Limited
Notes to the Financial Statements (continued)

31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

41. Financial risk management (continued)

(b) Credit risk (continued)
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The Bank of Nova Scotia Jamaica Limited

Notes to the Financial Statements (continued)
31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

41. Financial risk management (continued)

(b) Credit risk (continued)
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The Bank of Nova Scotia Jamaica Limited
Notes to the Financial Statements (continued)

31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

41. Financial risk management (continued)

(c) Market risk (continued)
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The Bank of Nova Scotia Jamaica Limited
Notes to the Financial Statements (continued)

31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

41. Financial risk management (continued)
(©) Market risk (continued)

(i) Interest rate risk (continued)
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The Bank of Nova Scotia Jamaica Limited

Notes to the Financial Statements (continued)
31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

41. Financial risk management (continued)

©

Market risk (continued)

() Interest rate risk (continued)
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The Bank of Nova Scotia Jamaica Limited

Notes to the Financial Statements (continued)
31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

41. Financial risk management (continued)
() Market risk (continued)

() Interest rate risk (continued)
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The Bank of Nova Scotia Jamaica Limited
Notes to the Financial Statements (continued)

31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

41.

Financial risk management (continued)

() Market risk (continued)
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Interest rate risk (continued)
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The Bank of Nova Scotia Jamaica Limited

Notes to the Financial Statements (continued)

31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

41. Financial risk management (continued)

©
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Market risk (continued)

0]

Interest rate risk (continued)
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The Bank of Nova Scotia Jamaica Limited
Notes to the Financial Statements (continued)

31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

41. Financial risk management (continued)

©

Market risk (continued)

@)

Foreign exchange risk (continued)
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The Bank of Nova Scotia Jamaica Limited

Notes to the Financial Statements (continued)
31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

41. Financial risk management (continued)

©
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Market risk (continued)

()  Foreign exchange risk (continued)
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The Bank of Nova Scotia Jamaica Limited
Notes to the Financial Statements (continued)

31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

41. Financial risk management (continued)

41. Financial risk management (continued)

(d) Liquidity Risk (d) Liquidity Risk (continued)
The Group is exposed to daily calls on its available cash resources from central bank balances; government and corporate bonds, treasury bills
overnight and maturing deposits, loan drawdowns and guarantees. The and loans.
Group does not maintain cash resources to meet all of these needs as
experience shows that a minimum level of reinvestment of maturing funds Liquidity requirements to support calls under guarantees and standby
can be predicted with a high level of certainty. The Board sets limits on the letters of credit are considerably less than the amount of the commitment
minimum proportion of maturing funds available to meet such calls and on because the Group does not generally expect the third party to draw funds
the minimum level of inter-bank and other borrowing facilities that should be under the agreement. The total outstanding contractual amount of
in place to cover withdrawals at unexpected levels of demand. commitments to extend credit does not necessarily represent future cash
requirements, as many of these commitments will expire or terminate
The matching and controlled mismatching of the maturities and interest without being funded.
rates of assets and liabilities is fundamental to the management of the
Group. Itis unusual for companies to be completely matched, as transacted Financial liabilities cash flows
business is often of uncertain term and of different types. An unmatched
position potentially enhances profitability, but can also increase the risk of The tables below present the undiscounted cash flows (both interest and
loss. principal cash flows) to settle financial liabilities, based on contractual
repayment obligations. The Group expects that many policyholders/
The maturities of assets and liabilities and the ability to replace, at an depositors/customers will not request repayment on the earliest date the
acceptable cost, interest-bearing liabilities as they mature, are important Group could be required to pay. The expected maturity dates of financial
factors in assessing the liquidity of the Group and its exposure to changes assets and liabilities are based on estimates made by management as
in interest rates and exchange rates. Assets available to meet all of the determined by retention history.
liabilities and to cover outstanding loan commitments include cash and
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41. Financial risk management (continued)
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Liquidity Risk (continued)
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41. Financial risk management (continued)
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Liquidity Risk (continued)
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41. Financial risk management (continued)
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41. Financial risk management (continued)

Insurance risk (e) Insurance risk (continued)
The group issues long term contracts that transfer insurance risk or The Group has developed its insurance underwriting strategy and
financial risk or both. The risk under any one insurance contract is the reinsurance arrangements to diversify the type of insurance risks
possibility that the insured event occurs and the uncertainty of the amount accepted and within each of these categories to achieve a sufficiently
of the resulting claim. By the very nature of an insurance contract, this risk large population of risks to reduce the variability of the expected
is random and therefore unpredictable. outcome. The Group’s underwriting strategy includes the use of a
medical questionnaire with benefits limited to reflect the health
For a portfolio of insurance contracts where the theory of probability is condition of applications and retention limits on any single life insured.
applied to pricing and provisioning, the principal risk that the company faces
under its insurance contracts is that the actual claims and benefit payments (1) Frequency and severity of claims
exceed the carrying amount of the insurance liabilities. This could occur
because the frequency or severity of claims and benefits is greater than For contracts where death is the insured risk the most significant
estimated. Insurance events are random and the actual number and factors that could increase the overall frequency and severity of
amount of claims and benefits will vary from year to year from the estimate claims are epidemics and wide-ranging lifestyle changes such as
established using statistical techniques. in eating, smoking and exercise habits resulting in earlier or more
claims than expected.
Experience shows that the larger the portfolio of similar insurance contracts,
the smaller the relative variability about the expected outcome will be. In The Group charges for mortality risks on a monthly basis for all
addition, a more diversified portfolio is less likely to be affected across the insurance contracts and has the right to alter these charges to a
board by a change in any subset of the portfolio. certain extent based on mortality experience and hence minimize
its exposure to mortality risk. Delays inimplementing increases in
Two key matters affecting insurance risk are discussed below: charges and market or regulatory restraints over the extent of the
increases may reduce its mitigating effect.
(i) Long term insurance contracts
The tables below indicate the concentration of insured benefits
Long-term contracts are typically for a minimum period of 5 years and a across bands of insured benefits per individual life assured and
maximum period which is determined by the remaining life of the insured. group life insured benefits. The benefit insured figures are shown
In addition to the estimated benefits which may be payable under the gross and net of reinsurance.
contract, the insurer has to assess the cash flows which may be
attributable to the contract.
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41. Financial risk management (continued)

©)

Insurance risk (continued)

(i) Long-term insurance contracts (continued)
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Frequency and severity of claims (continued)
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Insurance risk for contracts disclosed in this note is also affected
by the policyholders’ right to pay reduced or no future premiums
and to terminate the contract completely. As a result, the amount
of insurance risk is also subject to the policyholders’ behaviour.
The Group has factored the impact of policyholders’ behaviour into
the assumptions used to measure these liabilities.

Sources of uncertainty in the estimation of future benefit payments
and premiums

Uncertainty in the estimation of future benefit payments and
premium receipts for long term insurance contracts arises from the
unpredictability of long-term changes in overall levels of mortality
and the variability in policyholder behaviour.

Estimates are made as to the expected number of deaths for each
of the years in which the company is exposed to risk. The Group
bases these estimates on standard industry and international
mortality tables that reflect recent historical mortality experience,
adjusted where appropriate to reflect the Group’s own experience.

Process used in deriving assumptions

The assumptions for long term insurance contracts and the
process used in deriving these assumptions have remained
substantially unchanged since the previous year.

For long-term contracts with fixed and guaranteed terms,
estimates are made in two stages. Estimates of future deaths,
voluntary terminations and partial withdrawal of policy funds,
investment returns, crediting rates, inflation and administration
expenses are made and form the assumptions used for
calculating the liabilities at the inception of the contract. A margin
for risk and uncertainty is added to these assumptions.

Process used in deriving assumptions

New estimates are made each year based on updated Group
experience studies and economic forecasts.

(i

2008 Scotiabank Group Annual Report

AT
Aoinsuranos -

Lo e 4
3006 247 i
1,408 8650 ]
1387 478 ]
1. 887 128 m
1.550.413 =)
& T i ]
545 10

The valuation assumptions are altered to reflect these revised
best estimates. The margins for risk and uncertainty may also
be altered if the underlying level of uncertainty in the updated
assumptions has changed. The financial impact of revisions to
the valuation assumption or the related margins is recognised in
the accounting period in which the change is made.

For contracts without fixed terms, it is assumed that the Group
will be able to increase mortality risk charges in future years in
line with emerging mortality experience.

See note 12 (¢ ) for detailed policy assumptions.
Reinsurance risk

Reinsurance risk is the risk that a reinsurer will default and not
honour obligations arising from claims. To limit its exposure of
potential loss on an insurance policy, the Group cedes certain levels
of risk to a reinsurer. Reinsurance ceded does not discharge the
Group's liability as primary issuer. The Group also limits the probable
loss in the event of a single catastrophic occurrence by reinsuring this
type of risk with reinsurers. The Group manages reinsurance risk by
selecting reinsurers which have established capability to meet their
contractual obligations and which generally have favourable credit
ratings as determined by a reputable rating agency.

Retention limits represent the level of risk retained by the insurer.
Coverage in excess of these limits is ceded to reinsurers up to the
treaty limit. The retention programs used by the Group are
summarized below:

Type of insurance contract Retention

maximum retention of
$420 for a single event;
treaty limits apply

Individual, group & creditor life catastrophe

maximum retention of
$7,500 per insured

Group creditor life contracts
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41. Financial risk management (continued)
(€

Insurance risk (continued)

(i) Reinsurance risk (continued)

The purpose of the DCAT is:

Sensitivity arising from the valuation of life insurance contracts

.

The determination of actuarial liabilities is sensitive to a number of

assumptions, and changes in these assumptions could have a significant
effect on the valuation results. These factors are discussed in detail in

note 12 (c).

In summary, the valuation of actuarial liabilities of life insurance contracts

is sensitive to:

the investments allocated to back the liabilities
the underlying assumptions used, and
the margins for adverse deviations.

the economic scenario used in the Policy Premium Method (PPM)

to develop an understanding of the sensitivity of the total equity of
the Group and future financial condition to changes in various
experience factors and management policies

to alert management to material, plausible and imminent threats to
the Group’s solvency

and to describe possible courses of action to address these
threats.

Afull DCAT report was completed for the Group during 2008, and
the results were as follows:

* Mortality risks
To test this scenario, existing mortality rates were increased
by 3% starting in 2007, for five years. The accumulated
deterioration would be 15% by the end of the five-year

Under the PPM methodology, the Appointed Actuary is required to test
the actuarial liability under several economic scenarios. The tests have
been done and the results of the valuation provide adequately for
liabilities derived from the worst of these different scenarios.

DCAT period. The results for this scenario show relative
insensitivity to the change in assumptions.

* Low lapse rates

192

The assumption for future investment yields has a significant impact on
actuarial liabilities. The different scenarios tested under Policy Premium

Method (PPM) reflect the impact of different yields.

The other assumptions which are most sensitive in determining the
actuarial liabilities of the Group, are in descending order of impact:

* operating expenses and taxes
* lapse
» mortality and morbidity

The following table presents the sensitivity of the liabilities to a change

in assumptions:
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Dynamic capital adequacy testing (DCAT)

{ 58444

DCAT is a technique used by the Group to assess the adequacy of its
financial position and financial condition in the light of different future
economic and policy experience scenarios. DCAT assesses the
impact of the Group's financial position and condition over the next
5 years under specific scenarios as required by the Insurance

Regulations.

The financial position of the Group is reflected by the amount of
assets, liabilities and equity in the balance sheet at a given date.

The financial condition of the Group at a given date is its prospective
ability to meet its future obligations, especially obligations to
policyholders, those to whom it owes benefits and to its shareholders.
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The business was tested by applying a factor of 0.5 to
existing lapse and surrender rates. Overall this scenario
produces lower reserves and a lower MCCSR ratio over
the 5-year period.

 Higher lapse rates
The business was tested by doubling existing lapses and
surrenders. Overall this scenario produces adverse results
for the next five years.

» Expense risks
Higher unit maintenance expenses were tested by setting the
annual inflation at 5% greater than current expenses, starting in
2008, for five years. Overall, this scenario produces a lower
MCCSR ratio over the 5-year period.

* Low interest rate
An assumed decrease in the portfolio rate of 1% per year over
5 years was tested in this scenario. Overall, this scenario
produces adverse results for the five years.

* High sales growth
New business was projected to grow at 10% higher than
existing sales per year over five years. The increased sales
result in increased profits but the MCCSR ratio falls.

+ Flat sales
This scenario assumed sales were 10% less than existing sales
starting in 2007 and staying at that level for 5 years. Overall this
scenario produces adverse results for the next five years.

The DCAT conducted has not tested any correlation that may exist
between assumptions. The following table represents the
estimated sensitivity of each of the above scenarios to the value of
policyholders’ liabilities under insurance contracts.
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42, Fair value of financial instruments

Fair value is the amount for which an asset could be exchanged, or a liability
settled, between knowledgeable, willing parties in an arm’s length transaction
Market price is used to determine fair value where an active market exists as it
is the best evidence of the fair value of a financial instrument. For financial
instruments for which no market price is available, the fair values presented have
been estimated using present value or other estimation and valuation techniques
based on market conditions existing at the balance sheet dates.

The values derived from applying these techniques are significantly affected by
the underlying assumptions used concerning both the amounts and timing of
future cash flows and the discount rates. The following methods and assumptions
have been used:

() financial instruments classified as available-for-sale and held-to-maturity:
fair value is estimated by reference to quoted market prices when available.
If quoted market prices are not available, then fair values are estimated on
the basis of pricing models or other recognised valuation techniques;

(i) financial instruments classified as at fair value through the statement of
revenue and expenses: fair value is estimated by reference to quoted
market prices when available. If quoted market prices are not available,
then fair values are estimated on the basis of pricing models or other
recognized valuation techniques. Fair value is equal to the carrying amount
of these investments.

(iiiy  the fair value of liquid assets and other assets maturing within one year is
considered to approximate their carrying amount. This assumption is
applied to liquid assets and the short-term elements of all other financial
assets and liabilities;

(iv) the fair value of demand deposits and savings accounts with no specific
maturity is considered to be the amount payable on demand at the balance
sheet date; the fair value of fixed-term interest bearing deposits is based on
discounted cash flows using interest rates for new deposits;

(v) the fair value of variable rate financial instruments is considered to
approximate their carrying amounts; and

(vi) the fair value of fixed rate loans is estimated by comparing market interest
rates when the loans were granted with current market rates offered on
similar loans. For match-funded loans the fair value is assumed to be equal
to their carrying value, as gains and losses offset each other. Changes in the
credit quality of loans within the portfolio are not taken into account in
determining gross fair values as the impact of credit risk is recognised
separately by deducting the amount of the provisions for credit losses from
both book and fair values.

The following tables present the fair value of financial instruments that are
not carried at fair value, based on the above-mentioned valuation methods
and assumptions.
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43. Capital Risk Management

Capital risk is the risk that the Group fails to comply with mandated regulatory
requirements, resulting in a breach of its minimum capital ratios and the possible
suspension or loss of its licences.

Regulators are primarily interested in protecting the rights of depositors and
policyholders, and monitor the Group closely to ensure that it is satisfactorily
managing fiduciary responsibility to the depositors and policyholders. Atthe same
time, the regulators are also interested in ensuring that the Group maintains an
appropriate solvency position to meet unforeseen liabilities arising from economic
shocks or natural disasters.

The Group manages its capital resources according to the following objectives:

» To comply with the capital requirements established by banking, insurance
and other financial intermediaries regulatory authority;

 To safeguard its ability to continue as a going concern, and meet future
obligations to depositors, policyholders and stockholders;

» To provide adequate returns to stockholders by pricing investment,
insurance and other contracts commensurately with the level of risk; and

» To maintain a strong capital base to support the future development of the
Group's operations.

Individual banking and insurance subsidiaries are directly regulated by their
respective regulator, who set and monitor their capital adequacy requirements.
Required capital adequacy information is filed with the regulators at least on an
annual basis.
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43. Capital Risk Management (continued)

Banking and Mortgages

Capital adequacy is reviewed by Executive Management, the Audit Committee
and the Board of Directors. Based on the guidelines developed by the Bank of
Jamaica, each regulated entity is required to:

+ Hold the minimum level of regulatory capital; and
* Maintain a minimum ratio of total regulatory capital to risk weighted assets.

Regulatory capital is divided into two tiers:
(1) Tier 1 capital comprises share capital and reserves created by

appropriations of retained earnings. The book value of goodwill is deducted
in arriving at Tier 1 capital; and

(2) Tier 2 capital comprises qualifying subordinated loan capital, collective
impairment allowances and revaluation surplus on fixed assets.

Investment in subsidiaries is deducted from Tier 1 and Tier 2 capital to arrive at
the regulatory capital.

The risk weighted assets are measured by means of a hierarchy of five risk
weights classified according to the nature of each asset and counterparty, taking
into account any eligible collateral or guarantees. A similar treatment is adopted
for off-balance sheet exposure, with some adjustments to reflect the more
contingent nature of the potential losses.

The table below summarises the composition of regulatory capital and the ratios
for each subsidiary based on the similarity of the regulator. During the year, the
individual entities complied with all of the externally imposed capital requirements
to which they are subject.
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Life Insurance

Capital adequacy is calculated by the Appointed Actuary and reviewed by
Executive Management, the Audit Committee and the Board of Directors. To
assist in evaluating the current business and strategic opportunities, a risk-based

approach is one of the core measures of financial performance. The risk-based
assessment measure which has been adopted is the MCCSR standard as
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defined by the Financial Services Commission, and required by the Insurance
Regulations 2001. Under the regulations, the minimum standard recommended
for companies is an MCCSR of 120% in 2006 and 2007, and up to 150% in 2010
and later. The MCCSR for the insurance subsidiary as of September 30, 2008
and 2007 is set out below:
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Commitments
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The Bank of Nova Scotia Jamaica Limited

Notes to the Financial Statements (continued)
31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

46.
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Related party transactions and balances (continued)
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The Bank of Nova Scotia Jamaica Limited

Notes to the Financial Statements (continued)
31 October 2008
(expressed in thousands of Jamaican dollars unless otherwise stated)

46. Related party transactions and balances (continued)
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The Bank of Nova Scotia Jamaica Limited

Notes to the Financial Statements (continued)
31 October 2008

(expressed in thousands of Jamaican dollars unless otherwise stated)

47. Litigation and contingent liabilities

(a) The Group is subject to various claims, disputes and legal proceedings,

in the normal course of business. Provision is made for such matters
when, in the opinion of management and its legal counsel, it is
probable that a payment will be made by the Group, and the amount
can be reasonably estimated.

In respect of claims asserted against the Group which have not been
provided for, management is of the opinion that such claims are either
without merit, can be successfully defended or will result in exposure to
the Group which is immaterial to both the financial position and results
of operations.

(b) OnApril 7, 1999, a writ was filed by National Commercial Bank Jamaica

Limited (“NCB”) in which they set out a claim for the sum of
US$13,286,000 in connection with an alleged undertaking given to NCB
by Scotia Jamaica Investment Management Limited (formerly Scotia
bank Jamaica Trust and Merchant Bank Limited). Legal opinion has
been obtained which states that the subsidiary has a strong defence to
the claim. Consequently, no provision has been made for this amount
in these financial statements.

48. Dividends
(a) Paid
The Group and the Bank
2008 2007
In respect of 2006 - 848,897
In respect of 2007 848,897 5,323,036
In respect of 2008 2,722,326
3,571,223 6,171,933

(b) Proposed

49.

198

At the Board of Directors meeting on November 27, 2008, a dividend in
respect of 2008 of $0.33 per share (2007 - actual dividend $0.29 per
share) amounting to a total of $965,987 (2007: $848,897) is to be
proposed. The financial statements for the year ended
October 31, 2008 do not reflect this resolution, which will be accounted
for in stockholders’ equity as an appropriation of retained profits in the
year ended October 31, 2009.

Employee Share Ownership Plan

The Bank has an Employee Share Ownership Plan (‘ESOP” or “Plan”),
the purpose of which is to encourage eligible employees of the Group
to steadily increase their ownership of the parent company’s shares.
Participation in the Plan is voluntary; any employee who has completed
at least one year’s service with any Group entity is eligible to
participate.

The operation of the ESOP is facilitated by a Trust. The employer and
employees make contributions to the trust fund and these contributions
are used to fund the acquisition of shares for the employees.
Employees’ contributions are determined by reference to the length of
their employment and their basic annual remuneration. The employer
contributions are as prescribed by a formula in the rules of the Plan.
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49. Employee Share Ownership Plan (continued)

50.

The contributions are used by the trustees to acquire the parent
company’s shares, at market value. The shares purchased with the
employees contributions vest immediately, although they are subject
to the restriction that they may not be sold within two years of
acquisition. Out of shares purchased with the Bank’s contributions,
allocations are made to participating employees, but are held by the
trust for a two-year period, at the end of which they vest with the
employees; if an employee leaves the employer within the two-year
period, the right to these shares is forfeited; such shares then
become available to be granted by the employer to other participants
in accordance with the formula referred to previously.

The amount contributed by the Group to employee share purchase
during the year, included in employee compensation, amounted to
$35,296 (2007: $37,916).

At the balance sheet date, the shares acquired with the employer’s
contributions and held in trust pending allocation to employees and/or
vesting were:

2008 2007
Number of shares 2,213,073 2,634,885
Fair value of shares $'000 44,759 55,978

Liquidation of subsidiary

Effective October 31, 2008, the 100% owned subsidiary Scotia Jamaica
General Insurance Brokers Limited was liquidated. The details of the
assets and liabilities liquidated and the proceeds on liquidation were as
follows:

2008

The Group The Bank

Bank balance 4271 4271
Government securities purchased

under resale agreement 17,758 17,758

Net assets 22,029 22,029

Proceeds from liquidation 22,029 22,029

Carrying value of investment in subsidiary 12,646

Gain on liquidation of subsidiary 9,383



Economic Review

seriously challenged by a series of external shocks, which negatively
impacted key macroeconomic indicators during the financial year
under review.

Scotia Group operated in an economic environment that was

In the twelve months to October 2008, point-to—point inflation stood
at 24%, real GDP was estimated to have shown zero growth, the
country’s net international reserves declined by 6.3% and the Jamaican
dollar depreciated by approximately 7% against the US dollar.
Notwithstanding this, some bright spots in the economic picture
remained; tourist arrivals for the first ten months of 2008 increased by
5% over the same period in 2007, average savings and lending rates
were fairly stable in the period under review and the Jamaican financial
sector to date weathered the effects of the unfolding global financial
crisis.

GDP Trends
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(9% millions) (%) (a/a)
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The passage of Hurricane Dean in the third quarter of 2007 negatively
impacted both the agricultural and mining output well into the first half
of 2008. At that time, unprecedented increases in oil and grain prices
began to fuel local inflation due to its impact on four major inputs in
the country’s consumption basket: food and non-alcoholic beverages,
electricity, transport, gas and other fuels. These global inflationary shocks
continued into the first half of the 2008 calendar year, and coupled with

the effects of the slowdown of the US and the world economy, have led
to a downturn in consumption and production, and has forced the
planning authorities to revise their forecast of growth for the country’s
2008-09 fiscal year to between 1.2 — 2.2%*.

*Source: Quarterly Press Briefing, Hon. Derick Latibeaudiere, Governor, Bank of Jamaica
19 November, 2008

Sector Performance

For the first two quarters of the 2008 calendar year, Real GDP did not
grow. The Services sector recorded a 0.8% increase, while the output
for the Goods Producing Sector fell by 1.5%. The Construction and
Tourism Sectors recorded the highest growth rates due largely to infra-
structural related projects at the airports and highway as well as
ongoing marketing investments in major tourist markets.
Economic growth was however dampened by lower agricultural and min-
ing output, reduced electricity generation and declines in Transportation
and Storage output.

Fiscal Accounts

For Jamaica’s fiscal year April 2007 - March 2008, the country operated
a total fiscal deficit of $42.2 hillion, which was $7.1 billion more than
budgeted. However, for the five months of the country’s fiscal 2008-9
year, our fiscal deficit was $19.14 billion, or $6 hillion less than budgeted
for, to date. An examination of
the 2008 year-to-date figures
show that the reduction in deficit
was primarily due to the

Central Government Operations
FY 2007/2008
(I$ millions)

decreased spending on Capital 40,000 -
Expenditure and to a lesser 30000
extent, greater than expected 20000~

10,000 —

non-tax revenues. The tightening
of the fiscal belt is, however,
expected to be pressured by the
contraction of the credit markets
and the revision of the country’s
outlook by rating agencies, all of
which would serve to make it @ Revenuies and Grants el Expenditure
more expensive to raise debt on - i B
the international capital market. ~Source: Ministry of Finance
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Economic Review (continued)

Foreign Exchange Market

For the period November 2007 to September 2008, the Jamaican dollar
experienced nominal depreciation of approximately 1.8% against the US
dollar as relative stability was achieved via early intervention in the market
by the Central Bank. However, by the end of October 2008, the dollar
depreciated by approximately 5%, reflecting the impact of the current global
credit crisis as US dollar demand sharply increased to meet margin calls on
international lending arrangements. As a result, the Central Bank by mid-
October, opened a temporary lending window for domestic financial
institutions specifically to meet short-term US dollar liquidity needs. This
helped to ensure the stability of Government of Jamaica (GOJ) global bond
prices and to minimize pressures in the domestic foreign exchange market.

On the other hand, over the same period November 2007 — September
2008, the Jamaican dollar experienced nominal appreciation of 5.7% and
10.3% against the Canadian dollar and the British pound respectively,
reflecting a weakening of those currencies in the major global currency
markets.

Weighted Average Selling Rates ($JMD : $USD)
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Inflation

Inflation for the 2007 calendar year stood at 16.8%, given the impact on
agricultural commaodities following the passage of Hurricane Dean, the sharp
increases in oil and grain prices on the international market, and the
depreciation in the Jamaican dollar in the last half of the 2007 calendar year.

This inflationary trend continued unabated well into the first six months of
the 2008 calendar year. Inflation for the first half of the year stood at 11.6%
and has caused the Central Bank to tighten its monetary policy stance by
increasing interest rates on its Certificates of Deposit in June, 2008.
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The inflation outlook for the second half of the calendar year is however
more promising as shown by its downward trend since August, and reflects
the series of sharp declines in the world commaodity prices as expectations
of a global recession heighten.

Inflation Rate
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Interest Rates

Average savings and lending rates have remained fairly stable over the year
in review despite the variability in Treasury Bill rates over the same period
and were due to long term expectations of the Government’s commitment
to a low interest rate environment.

Start of Quarter Interest Rates

(as per Scotiabank Fiscal Year Nov - Oct)
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Outlook

The world economy is entering a major downturn in the face of the most
threatening shock to mature financial markets in more than half a century.
Inlight of this, the economic growth of Jamaica in the near to medium term
will most definitely be moderated by the inevitable slowing of demand from
our major trading partners. The expected depression of the prices of our
exports and diminishing foreign exchange inflows through projected
reductions in visitor arrivals and remittances, will further add to the challenges
that the economy will face.

Notwithstanding, the immediate priorities of the Government will be to tame
inflation (which is being aided by the lowering of global commodity and
grain prices), maintain fiscal discipline and begin to seriously tackle the
spectre of crime, which is a major concern of Jamaicans in general, the
business sector and external investors in particular.

In the long run, the country’s economic objective is to achieve sufficient debt
reduction in order to focus more resources on the social services and on
infrastructure projects. In the near term, however, the Government must
focus on stabilising the economy and encouraging production. The degree
to which the Government succeeds in this endeavour will certainly influence
the long-term outlook and will require the full cooperation of not just the
public, but the private sector as well.
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Glossary

ALLOWANCE FOR IMPAIRMENT LOSSES: An allowance
set aside which, in management’s opinion, is
adequate to absorb all credit-related losses. It is
decreased by write-offs, realized losses and
recoveries; and increased by new provisions. It
includes specific and general allowances, and is
deducted from the related asset category on the
Group’s consolidated balance sheet.

ASSETS UNDER ADMINISTRATION AND MANAGEMENT:
The total market value of assets owned by customers,
for whom the Group and its subsidiaries provides
custody, trustee, corporate administration, investment
management and advisory services, and are not
reported on the Group’s consolidated balance sheet.

ASSETS HELD IN TRUST: Consists of custodial and non-
discretionary trust assets administered by the Group
and its subsidiaries, which are beneficially owned by
customers and are therefore not reported on the
Group’s consolidated balance sheet. Services provided
in respect of these assets are administrative in nature,
such as security custody; trusteeship, stock transfer
and personal trust services.

BOJ: The Bank of Jamaica, the regulator for
Commercial Banks, Merchant Banks, and Building
Societies in Jamaica.

BASIS POINT: A unit of measure defined as one-
hundredth of one per cent; 100bp equals 1%.

CAPITAL: Consists of common shareholders’ equity.
Capital supports asset growth, provides against loan
losses and protects the Group and its subsidiaries’
depositors.

FAIR VALUE: The amount of consideration that would
be agreed upon in an arm’s length transaction
between knowledgeable, willing parties who are
under no compulsion to act.

FOREIGN EXCHANGE CONTRACTS: Commitments to
buy or sell a specified amount of foreign currency on
a set date and at a predetermined rate of exchange.

FSC: The Financial Services Commission, the regulator
for securities dealers, insurance companies, and
pension funds in Jamaica.

GENERAL PROVISIONS: Established against the loan
portfolio in the Group and its subsidiaries when
management’s assessment of economic trends
suggests that losses may occur, but such losses
cannot yet be specifically identified on an individual
item-by-item basis.

IFRS: International Financial Reporting Standards
issued by the International Accounting Standards
Board, the global accounting standards setting body,
which have been adopted by the Institute of
Chartered Accountants of Jamaica.

MARKED-TO-MARKET: The valuation of certain
financial instruments at market prices as of the
balance sheet date.

NET INTEREST MARGIN: Net interest income,
expressed as a percentage of average total assets.

NON-PERFORMING (IMPAIRED) LOANS: Loans on
which the Group and its subsidiaries no longer have
reasonable assurance as to the timely collection of
interest and principal, or where a contractual
payment is past due for a prescribed period. Interest
is not accrued on non-performing loans.

OPERATING LEVERAGE: Operating Leverage is defined
internally as the difference between the rate of
revenue growth and the rate of expense growth.

PRODUCTIVITY RATIO: Measures the efficiency with
which the Group and its subsidiaries incur expenses
to generate revenue. It expresses non-interest
expenses as a percentage of the sum of net interest
income and other income. A lower ratio indicates
improved productivity.




REPOS: Repos is short for ‘obligations related to assets
sold under repurchase agreements’ — a short-term
transaction where the Group and its subsidiaries sells
assets, normally government bonds, to a client and
simultaneously agrees to repurchase them on a specified
date and at a specified price. It is a form of short-term
funding.

RETURN ON EQUITY: Net income available to common
shareholders, expressed as a percentage of average
common shareholders’ equity.

REVERSE REPOS: Short for ‘assets purchased under
resale agreements’ — a short-term transaction where the
Group and its subsidiaries purchase assets, normally
government bonds, from a client and simultaneously
agrees to resell them on a specified date and at a
specified price. It is a form of short-term collateralized
lending.

RISK-WEIGHTED ASSETS: Calculated using weights based
on the degree of credit risk for each class of
counterparty. Off-balance sheet instruments are
converted to balance sheet equivalents, using specified
conversion factors, before the appropriate risk weights
are applied.

STANDBY LETTERS OF CREDIT AND LETTERS OF
GUARANTEE: Assurances given by the Group and its
subsidiaries that it will make payments on behalf of
clients to third parties in the event that the customer
defaults. The Group and its subsidiaries have recourse
against its customers for any such advanced funds.

STRESS TESTING: A scenario that measures market risk
under unlikely but plausible events in abnormal markets.

TIER 1, TIER 2 CAPITAL RATIOS: These are ratios of capital
to risk-weighted assets, as stipulated by the Bank of
Jamaica and the Financial Services Commission, based
on guidelines developed under the auspices of the Bank
for International Settlements (BIS). Tier 1 capital is more
permanent and based on the regulator. It is defined as
follows:

(@) For entities regulated by the BOJ: Tier 1 capital
consists primarily of common shareholders’ equity,
and certain designated retained earnings which by
statute may not be distributed or reduced without
permission from the Bank of Jamaica.

(b) For entities regulated by the FSC: Tier 1 capital
consists primarily of common shareholders’ equity and
certain reserves designated by the Commission such
as retained earnings and investment reserves.
Deductions may also be applied for net investments
in associates/subsidiaries, goodwill and other
intangibles assets, among other things.

Tier 2 capital consists mainly of eligible general allowances.
Together, Tier 1 and Tier 2 capital less certain deductions
comprise total regulatory capital.

YIELD CURVE: A graph showing the term structure of interest
rates, plotting the yields of similar quality bonds by term to
maturity.
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Subsidiaries, Board Members
and Senior Officers

At October 31, 2008

WHOLLY-OWNED SUBSIDIARIES AND SCOTIABANK JAMAICA FOUNDATION

THE BANK OF NOVA SCOTIA
JAMAICA LIMITED

Head Office, Scotiabank Centre
Cnr. Duke & Port Royal Streets
P.O. Box 709

Kingston, Jamaica

Board of Directors

R. H. Pitfield — Chairman

Hon. M. M. Matalon, o
- Deputy Chairman

A. V. Chang

Miss B. A. Alexander

Hon. W. E. Clarke, o5, cp

Dr. J. A. Dixon, cp

M. J. Golding

J. M. Hall

Miss M. M. Issa

C. H. Johnston, co

W. A. McDonald

P. Minicucci

Dr. H. J. Thompson, cp

Prof. S. C. Vasciannie

R. E. Waugh

Miss S. A. Wright

SCOTIA JAMAICA INVESTMENT
MANAGEMENT LIMITED

Scotiabank Centre

Cnr. Duke & Port Royal Streets
P.O. Box 627

Kingston, Jamaica

Board of Directors

Hon. W. E. Clarke, o5, cp
H. W. Powell

Miss S. A. Wright

SCOTIA JAMAICA LIFE INSURANCE
COMPANY LIMITED

5th Floor, Scotiabank Centre
Cnr. Duke & Port Royal Streets
Kingston, Jamaica

Board of Directors

Miss M. M. Issa - Chairperson
A. V. Chang

Hon. W. E. Clarke, oJ, cp

A. Mijares Ricci

H. W. Powell

Dr. A. E. Samuels

Prof. S. C. Vasciannie

Miss S. A. Wright

Senior Officers
Mrs. J. T. Sharp
Vice President & General Manager

Mrs. M. Ramgeet Williams
Senior Manager,
Finance & Investments

Ms. L. S. Heslop
Manager, Operations
& Customer Service

THE SCOTIA JAMAICA
BUILDING SOCIETY

95 Harbour Street
P.O. Box 8463
Kingston, Jamaica

Board of Directors
Dr. J. A. Dixon, cp - Chairperson
Dr. H. J. Thompson co
- Deputy Chairman
Ms. B. A. Alexander
Dr. C. D. Archer
Hon. W. E. Clarke, o5, cp
W. P. S. Hewitt
Miss M. M. Issa
Dr. A. Law
H. W. Powell
Miss S. A. Wright

Senior Officers
G. F. Whitelocke
Vice President & General Manager

Mrs. M. D. Scott
Manager, Finance & Operations

P. F. Williams
Manager, Mortgage Services
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SCOTIA JAMAICA FINANCIAL
SERVICES LIMITED

Scotiabank Centre

Cnr. Duke & Port Royal Streets
P.O. Box 709

Kingston, Jamaica

Board of Directors

Hon. W. E. Clarke, o3, cp - Chairman
H. W. Powell

Miss S. A. Wright

SCOTIABANK JAMAICA FOUNDATION

Scotiabank Centre

Cnr. Duke & Port Royal Streets
P.O. Box 709

Kingston, Jamaica

Board of Directors

Dr. J. A. Dixon, cp - Chairperson

Hon. W. E. Clarke, o3, cp
- Deputy Chairman

Mrs. J. A. Griffiths Irving

Mrs. H. D. M. Goldson

M. D. Jones

Mrs. R. A. Pilliner

H. W. Powell

Mrs. R. Voordouw

Miss S. A. Wright

Senior Officer
Mrs. J. A. Griffiths Irving
Executive Director

SCOTIA JAMAICA GENERAL
INSURANCE BROKERS LIMITED

Scotiabank Centre

Cnr. Duke & Port Royal Streets
P.O. Box 709

Kingston, Jamaica

Board of Directors

Hon. W.E. Clarke, o1, co - Chairman
Mrs. R. A. Pilliner

H. W. Powell

BRIGHTON HOLDINGS LIMITED

Scotiabank Centre
Cnr. Duke & Port Royal Streets
Kingston, Jamaica

Board of Directors

Hon. W. E. Clarke, 03, cp - Chairman
H. W. Powell

Miss S. A. Wright

SCOTIA DBG INVESTMENTS LIMITED

Head Office, 7 Holborn Road
Kingston 10, Jamaica

Board of Directors

Prof. S. C. Vasciannie, Chairman
Ms. B. A. Alexander

A. V. Chang

Hon. W. E. Clarke, 03, cp
Mrs. A. M. Fowler

Miss M. M. Issa

Dr. A. Law

P. P. Martin

Miss A. M. Schnoor

J. A. Woodward

Miss S. A. Wright

Senior Officers
Miss A. M. Schnoor
Chief Executive Officer

L. Mitchell
Senior Vice President, Treasury
& Capital Markets

Miss A. Tinker
Vice President & Chief Financial Officer

SCOTIA DBG FUND MANAGERS LIMITED
1B Holborn Road, Kingston 10, Jamaica

Board of Directors

Ms. B. A. Alexander, Chairperson
Dr. J. A. Dixon, cp

J. Heaven

Miss M. M. Issa

Ms. A. Richards

Miss A. M. Schnoor

Mrs. J. T. Sharp

Senior Officers

B. O. Frazer

Assistant Vice President, Pensions
and General Manager

SCOTIA DBG MERCHANT BANK
LIMITED

1B Holborn Road, Kingston 10, Jamaica

Board of Directors

A. V. Chang, Chairman
W. P. S. Hewitt

C. H. Johnston

Dr. A. Law

Miss A. M. Schnoor

P. B. Scott

Miss S. A. Wright

Senior Officers
Ms. T. Hoshue
General Manager

D. Dacres
Senior Manager, Finance & Operations



SECRETARY

Miss Keri-Gaye Brown
Senior Vice President/General Counsel
& Corporate Secretary

The Bank of Nova Scotia Jamaica Limited
Executive Offices

Scotiabank Centre

Cnr. Duke & Port Royal Streets

P.O. Box 709

Kingston, Jamaica

AUDITORS REGISTRAR & TRANSFER AGENT

KPMG Duke Corporation
6 Duke Street Scotiabank Centre
Kingston, Jamaica Cnr. Duke & Port Royal Streets
P.O. Box 372
Telephone: (876) 922.6640 Kingston, Jamaica
Fax: (876) 922.7198
922.4500 Telephone: (876) 922.6230

Fax: (876) 922.8435

REGISTERED OFFICE

Scotiabank Centre

Cnr. Duke & Port Royal Streets
P.O. Box 709

Kingston, Jamaica

Telephone: (876) 922.1000

Fax: (876) 922.6548

Website: www.jamaica.scotiabank.com
Telex: 2297

SWIFT Bic Code: NOSCIMKN
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Senior Management Officers

At October 31, 2008

EXECUTIVE OFFICERS

William E. Clarke, 03, cb
President & Chief Executive Officer
(Retired October 31, 2008)

Miss Stacie Ann Wright
Executive Vice President
& Chief Financial Officer

Mrs. Rosemarie A. Pilliner
Executive Vice President
Operations & Shared Services

H. Wayne Powell
Executive Vice President
Branch Banking

Michael D. Jones
Senior Vice President
Human Resources

Miss Keri-Gaye Brown
Senior Vice President
Senior Legal Counsel & Corporate Secretary

Miss Monique French
Senior Vice President
Risk Management

Miss Anya M. Schnoor
Senior Vice President, Wealth Management

Miss Maya Walrond

Senior Vice President

Customer Experience,Technology Innovation
& Projects

Mrs. Heather D. M. Goldson
Senior Vice President
Marketing and Products

Scotiabank Group

SENIOR MANAGEMENT OFFICERS

Audit

Miss Yvonne M. Pandohie
Vice President & Chief Auditor

Branch Banking
Dudley E. Walters, District Vice President - Metro West
Courtney A. Sylvester, District Vice President - Metro East

Michael A. Thompson, District Vice President - Metro North

Corporate & Commercial Banking Centre

Wayne P. Hewitt
Vice President
Corporate & Commercial Banking

Miss Marcette McLeggon
Assistant General Manager,
Credit Solutions

Credit Risk Management

Ronald Bourdeau
Vice President, Risk Management

Bevan A. Callam
Vice President, Credit Risk Management

Employee Consultations
& Ombuds Services

Mrs. Rosemarie A. Voordouw
Director

Finance

Miss Shirley K. Ramsaran
Vice President
Finance & Comptroller

Hugh G. Miller
Assistant General Manager
Treasury & Foreign Exchange

Frederick A. Williams
Assistant General Manager
Market and Operational Risk




Systems Support Centre

Miss Sharon A. Colquhoun
Director

Legal & Compliance

Mrs. Julie Thompson-James
Director/Legal Counsel & Assistant Secretary

Marketing

Mrs. Joan Forrest Henry
Director, Marketing Services

Mrs. Monique Todd
Director, Wealth Management

Operations and Shared Services

Mrs. Suzette A. M. McLeod
Vice President, Shared Services

David M. Williams
Assistant General Manager
Operations & Sales Support

Public, Corporate & Government Affairs

Mrs. Joylene A. Griffiths Irving
Director & Executive Director,
Scotiabank Jamaica Foundation

Electronic Financial Services and Retail Banking

Mrs. Maroya E. Villafana Sylvester
Vice President

Scotia Private Client Group

Miss Bridget A. Lewis
General Manager

Small & Medium Enterprises

Mrs. Patsy Latchman-Atterbury
Vice President

SUBSIDIARIES

The Bank of Nova Scotia Jamaica Limited
William E. Clarke, o3, cD

President & Chief Executive Officer

The Scotia Jamaica Building Society

Gladstone Whitelocke

Vice President & General Manager

Scotia Jamaica Life Insurance Company Limited
Mrs. Jacqueline Sharp

Vice President & General Manager

Scotia DBG Investments Limited

Miss Anya M. Schnoor
Chief Executive Officer
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Branches & Team Leaders

At October 31, 2008

BLACK RIVER
6 High Street
P. 0. Box 27
Black River
St. Elizabeth

Mrs. A. N. Barrett, Manager

BROWN'’S TOWN
Main Street

P. 0. Box 35
Brown’s Town
St. Ann

D. A. James, Manager

CHRISTIANA
Main Street
P.O.Box 11
Christiana, Manchester

Mrs. J. D. Billings-Frith, Manager

CORPORATE & COMMERCIAL BANKING CENTRE
Miss D. R. Coubry, Snr. Relationship Manager
Miss M. A. Flake, Snr. Relationship Manager
Miss C. A. Lyn, Snr. Relationship Manager
H. C. Mair, Snr. Relationship Manager
Miss T. M. Palmer, Snr. Manager,
Trade Services & Business Development
D. M. Brown, Relationship Manager
Mrs. A. M. Buckley, Relationship Manager
H. P. Ebanks, Relationship Manager
Mrs. D. A. Mighty, Relationship Manager
H. D. Stephens, Relationship Manager
G. A. Hogarth, Portfolio Manager

CROSS ROADS
86 Slipe Road
P.O.Box 2
Kingston 5

J. A. Clarke, Manager

FALMOUTH
Trelawny Wharf
P. 0. Box 27
Falmouth,
Trelawny

F. O. Wright, Manager
HAGLEY PARK ROAD
128 Hagley Park Road

P.0.Box 5
Kingston 11

Miss V. . Omess, Manager

Mrs. Y. T. Leslie, Asst. Manager, Commercial Credit

Scotiabank Group

HALF-WAY-TREE

80 Half-Way-Tree Road
P.O.Box5

Kingston 10

Mrs K. A. Tomlinson, Manager

Mrs G. Morrison, Asst. Manager, Commercial Credit

A. D. Johnson, Relationship Manager

Mrs. D. M. Lounges, Asst. Manager,
Operations & Service

H. R. Lewis, Asst Manager, Personal Banking

HIGHGATE
Main Street
P.O.Box9
Highgate
St. Mary

Mrs. M. V. Davidson, Manager

IRONSHORE SERVICE CENTRE
Shops 2 & 3, Golden Triangle
Shopping Centre

Ironshore

Montego Bay

R. W. Bennett, Manager
JUNCTION

Junction P. O.
St. Elizabeth

Mrs. C. A. Sanderson, Manager
KING STREET

35-45 King Street
P. 0. Box 511, Kingston

M. E. Shaw, Manager
L. S. Estick, Asst. Manager, Commercial Credit

Mrs. J. M. Badson-Mignott,
Asst. Manager, Operations & Service

LIGUANEA

125-127 Old Hope Road
P. 0. Box 45

Kingston 6

S. A. Distant, Manager

LINSTEAD

42 King Street
P. 0. Box 19
Linstead

St. Catherine

Mrs L. A. Hemmings, Manager

Miss. A. A. Jones, Asst. Manager,
Commercial Credit

LUCEA

Willie Delisser Boulevard
P. 0. Box 63

Lucea

Hanover

A. R. Jervis, Manager

MANDEVILLE

1A Caledonia Road

P. O. Box 106
Mandeville, Manchester

A. C. Bright, Manager

Miss A. E. Senior,
Asst. Manager, Commercial Credit

A. O. Harvey, Manager, Personal Banking

Mrs. L. M. Vickers,
Asst. Manager, Operations & Service

MAY PEN

36 Main Street
P.O. Box 32
May Pen
Clarendon

D. E. Webb, Manager

MONTEGO BAY

6-7 Sam Sharpe Square
P.O. Box 311

Montego Bay

St. James

L. M. Reynolds, Manager

Mrs. M. A. Senior-White, Asst. Manager
Commercial Credit

Mrs. A. M. Walters,
Asst. Manager, Operations & Service

D. Bryan, Asst. Manager, Personal Banking

MORANT BAY
23 Queen Street
P.O. Box 30
Morant Bay

St. Thomas

P. G. Mohan, Manager




NEGRIL

Negril Square
Negril P. O.
Westmoreland

G. E. Gray, Manager

NEW KINGSTON

2 Knutsford Boulevard
P. 0. Box 307
Kingston 5

Miss A. Leonce, Manager

S. Thompson, Asst. Manager, Commercial Credit
C. A. Allen, Asst. Manager, Personal Banking

Mrs. J. M. Thompson,

Asst. Manager, Operations & Service

OCHO RIOS
Main Street
P. 0. Box 150
Ocho Rios
St. Ann

Miss T. E. Buddo, Manager

Mrs C. A. Senior, Asst. Manager,

Commercial Credit

OLD HARBOUR
4 South Street
P. 0. Box 43
Old Harbour
St. Catherine

Mrs. A. E. Bell-Grant, Manager

OXFORD ROAD
6 Oxford Road
P. 0. Box 109
Kingston 5

Miss J. A. Sutherland, Manager

PORT ANTONIO

3 Harbour Street
P. 0. Box 79
Port Antonio
Portland

R. R. Reid, Manager

PORT MARIA

57 Warner Street
P.O.Box 6

Port Maria

St. Mary

Miss. O. A. Whittaker, Manager

PORTMORE UWI, MONA CAMPUS
Lot 2 Cookson Pen, Bushy Park Cnr. Ring Road & Shed Lane
P.O. Box 14. Kingston 7
Str%i;[tehreliic;]rémore, Miss P. N. Buchanan, Manager
C. A. Wright, Manager VICTORIA & BLAKE
29 Victoria Avenue
PREMIER P.O. Box 625
10 Constant Spring Road Kingston
Eir?ds?gé igg Mrs. D. A. Maxwell, Manager
Mrs. A. Y. Howard, Manager WESTGATE
Westgate Shopping Centre
ST.ANN’S BAY P.O.Box 11
18 Bravo Street Montego Bay
P. 0. Box 2 St. James
St. Ann's Bay
St. Ann G. C. Graham, Manager

Miss D. M. Mortimer, Manager
SUB-BRANCHES

SANTA CRUZ

77 Main Street BARNETT STREET

P. 0. Box 20 (Sub to Montego Bay)

Santa Cruz 51 Barnett Street

St. Elizabeth Montego Bay

Miss D. A. Hyman, Manager St. James

SAVANNA-LA-MAR CLAREMONT

19 Great George’s Street (Sub to St. Ann's Bay)

PO. Box 14 Claremont P.O.

Savanna-la-Mar Claremont

Westmoreland St. Ann

C. A. Dawes, Manager FRANKFIELD .

Mrs A. A. Rhule-Hudson, Asst. Manager (Fsrgm?e%h”s't'ana)
Commercial Credit Clarendon

SCOTIABANK CENTRE PARK CRESCENT

Cnr. Duke & Port Royal Streets (Sub to Mandeville)

P. 0. Box 59 17 Park Crescent

Kingston Mandeville

Manchester

D. A. Hanson, Manager
C. C. Wiggan, Asst. Manager, Commercial Credit

Mrs. K. Y. Hosang-Bancroft, Operations Manager

SPANISH TOWN

Shops 25 & 26

Oasis Shopping Plaza
6 March Pen Road.
Spanish Town

Mrs. J. J. Carter-James, Manager

Mrs. |. C. Tucker, Asst. Manager,
Commercial Credit

Scotiabank Group
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Notice of Annual General Meeting

Scotia Group Jamaica Limited

NOTICE IS HEREBY GIVEN that the Second Annual General Meeting of SCOTIA GROUP JAMAICA LIMITED will be held
on Tuesday the 24th day of February, 2009 at 10:00 a.m. at the Jamaica Pegasus Hotel, 81 Knutsford Boulevard,
Kingston 5, Jamaica for the following purposes, namely:-

1. To consider the Company’s Accounts and the Reports of the Directors and the Auditors for year ended
October 31, 2008 and to consider and (if thought fit) pass the following resolution:

Resolution No. 1
“That the Directors’ Report, the Auditors’ Report and the Statements of Account of the Company for the year
ended October 31, 2008 be approved and adopted.”

2. To approve and ratify interim dividends: -
To consider and (if thought fit) pass the following resolution:

Resolution No. 2
“That the interim dividends paid of 32 cents on March 28, 2008, 32 cents on July 3, 2008, 32 cents on
October 2, 2008 and 34 cents on January 12, 2009 be and are hereby ratified.”

3. Resolution No. 3
As special business, to consider and if thought fit, pass the following resolution to amend the Company’s
Articles of Incorporation to provide for the retirement of all directors annually and that Articles 107, 108, 109,
110 and 126 be amended to read:

“Retirement of Directors”

“Article 107 At each annual general meeting all the directors for the time being shall retire from office.
Directors shall be elected at each annual general meeting and shall hold office until the
completion of the election of the directors at the next annual general meeting of shareholders.
If an election of directors is not held at an annual general meeting of shareholders at which
such election is required, the incumbent directors shall continue in office until their successors
are elected.”

“Article 108 A retiring director upon the recommendation of the Board of Directors shall be eligible for
re-election or election to the Board of Directors of the Company.”

“Article 109 A retiring director shall be eligible for re-election or election in accordance with the provisions of
Article 108.”

“Article 110 “The Company at the meeting at which a director retires or ceases to hold office in the manner
aforesaid may by ordinary resolution fill the vacated office by electing a person thereto.”

Managing Director
“Article 126 “The directors may from time to time appoint one or more of their body to the office of

Managing Director for such period and on such terms as they think fit, and, subject to the terms
of any agreement entered into in any particular case, may revoke such appointment.”
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Notice of Annual General Meeting (continued)

4, To consider and (if thought fit) pass the following resolutions:

All directors retire from office pursuant to Article 107 of the Articles of Incorporation (as amended); Robert Pitfield,
Mayer Matalon, Barbara Alexander, Anthony Chang, William Clarke, Jean Dixon, Mark Golding, Muna Issa,

Jeffrey Hall, Charles Johnston, Warren McDonald, Pasquale Minicucci, Herbert Thompson, Stephen Vasciannie,
Richard Waugh, Stacie Wright and Bruce Bowen.

Resolution No. 4

To approve the re-election/election of directors recommended for appointment to the Board of Directors of the
Company. To consider and (if thought fit) pass the following resolution:

a) “That retiring Director Robert Pitfield be and is hereby re-elected a Director of the Company.”

b) “That retiring Director Mayer Matalon be and is hereby re-elected a Director of the Company.”
C) “That retiring Director Barbara Alexander be and is hereby re-elected a Director of the Company.”
d) “That retiring Director Anthony Chang be and is hereby re-elected a Director of the Company.”
e) “That retiring Director Jean Dixon be and is hereby re-elected a Director of the Company.”
f) “That retiring Director Mark Golding be and is hereby re-elected a Director of the Company.”
0) “That retiring Director Muna Issa be and is hereby re-elected a Director of the Company.”
h) “That retiring Director Jeffrey Hall be and is hereby re-elected a Director of the Company.”
i) ”That retiring Director Charles Johnston be and is hereby re-elected a Director of the Company.”
)i ”That retiring Director Warren McDonald be and is hereby re-elected a Director of the Company.”
K) ”That retiring Director Pasquale Miniccuci be and is hereby re-elected a Director of the Company.”
) ”That retiring Director Herbert Thompson be and is hereby re-elected a Director of the Company.”
m) “That retiring Director Stephen Vasciannie be and is hereby re-elected a Director of the Company.”
n) ”That retiring Director Richard Waugh be and is hereby re-elected a Director of the Company.”
0) ”That retiring Director Bruce Bowen be and is hereby elected a Director of the Company.”

5. To fix the remuneration of the directors or to determine the manner in which such remuneration is to be fixed.

Resolution No. 5
To consider and (if thought fit) pass the following resolution:

“That the directors be and are hereby authorised to fix their remuneration for the ensuing year.”
6. To appoint auditors and authorise the directors to fix the remuneration of the auditors.

Resolution No. 6
To consider and (if thought fit) pass the following resolution:

“That KPMG, Chartered Accountants, having agreed to continue in office as Auditors, be and are hereby appointed
Auditors of the Company to hold office until the next Annual General Meeting at a remuneration to be fixed by the
directors of the Company.”

7. Any other business for which due notice has been given.

BY ORDER OF THE BOARD

| o
Keri-Gaye Brown
Secretary
January 8, 2009

REGISTERED OFFICE

Scotiabank Centre

Duke & Port Royal Streets

Kingston

A member entitled to attend and vote at this meeting may appoint a Proxy to attend and vote in his/her stead. A Proxy need not also be a Member of the
Company. Enclosed is a Proxy Form for your convenience, which must be lodged at the Company’s Registered Office at least forty-eight hours before the

time appointed for holding the meeting. The Proxy Form shall bear the stamp duty of $100.00 before being signed. The stamp duty may be paid by adhesive
stamp(s) to be cancelled by the person executing the Proxy.
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Directors’ Report

Scotia Group Jamaica Limited

The Directors submit herewith the Statement of Consolidated Revenue, Expenses, Unappropriated Profits, Assets and
Liabilities of the Group for the year ended October 31, 2008.

The Consolidated Statement of Revenue and Expenses shows pre-tax profit for the year of $13,119 Million from which
there has been provided $3,495 Million for corporate income tax, leaving a balance of $9,624 Million.

The appropriation of earnings detailed in the financial statements includes:

An interim dividend of 34 cents per stock unit payable to stockholders on record as at December 17, 2008 payable on
January 12, 2009. This brings the total distribution for the year to $1.30 per stock unit compared with $1.19 per stock
unit for the previous year.

In view of the interim dividends paid, and to be paid, as mentioned above, the Directors do not recommend the
declaration of a final dividend at the Annual General Meeting to be held on February 24, 2009.

Hon. William Clarke retired from the Company in his capacity as President & CEQ effective October 31, 2008 and
Professor Celia Christie resigned as a Director of the Company with effect from July 28, 2008. The Board wishes to
express its sincere appreciation to Mr. Clarke and Professor Christie for their contributions to the Company.

Mr. Bruce Bowen, President & CEO, was appointed to the Board on November 27, 2008.

The Auditors, KPMG, have signified their willingness to continue in office.

Your Directors wish to thank the Management and Staff of the Company for their performance during the year under
review.

On behalf of the Board
.
///'7\ i ot !
"r“'i . 'I:-l'l:-j -._..--'“-__F-'I
L

R.H. Pitfield
Chairman, Kingston, Jamaica
January 8, 2009
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Proxy Form

Scotia Group Jamaica Limited

.............................................................. O e
inthe parish Of ... being a Member of the above Company, hereby appoint
the Chairman of the Meeting or failing him (SEE NOTE 1) .. ... e ue e e of
....................................................... orfa”ing BHEM v eee e off

.................................................................................................................................................. as my/our Proxy to
vote for me/us on my/our behalf at the Annual General Meeting of the Company to be held on the 24th day of February 2009 and at any adjournment thereof.

Please indicate by inserting a cross in the appropriate square how you wish your votes to be cast. Unless otherwise instructed, the Proxy will vote or abstain
from voting, at his discretion.

RESOLUTION FOR AGAINST

NO. 1

NO. 2

NO. 3

NO. 4(a)
NO. 4(b)

NO. 4(c)

NO. 4(d)

NO. 4(e)

NO. 4(f)
NO. 4(g)
NO. 4(h)
NO. 4(i)

NO. 4()
NO. 4(K)

NO. 4()
NO. 4(m)

NO. 4(n)
NO. 4(0)

NO. 5

NO. 6

AS WItNESS MY NANG TNIS........cveieeeieie b day of.c.cooviiicce 200....

Signature

1 If you wish to appoint a proxy other than the Chairman of the Meeting, please insert the person’s name and address and delete
(initialing the deletion) “the Chairman of the Meeting”.

2. To be valid, this form of proxy and the power of attorney or other authority (if any) under which it is signed must be lodged at the
office of the Secretary of the Company, 9th Floor, Scotiabank Centre, Cnr. Duke & Port Royal Streets, Kingston, at least 48 hours before
the time appointed for the holding of the meeting.

3. To this form must be affixed a $100.00 stamp in payment of stamp duty.
4. In the case of joint shareholders, the vote of the senior who tenders a vote, whether in person or by proxy, shall be accepted to the
exclusion of the vote(s) of the other joint holder(s) and for this purpose seniority shall be determined by the order in which the names

stand in the register of members.

5. To be effective, this form of proxy must be signed by the appointer or his attorney, duly authorised in writing or, if the appointer is a
corporation, must be under its common seal or be signed by some officer or attorney duly authorised in that behalf.



EUROHONEVR

Best Bank in Jamaica

Scotiabank was named the Best Bank in Jamaica in 2006 and 2008
in the Euromoney Award for Excellence

Winner of the Banker’s

Bank of the Year Award

for 3 consecutive years

LATIN FINANCE

BANKER OF THE YEAR AWARD
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