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INDEPENDENT AUDITORS’ REPORT

To the Members of
THE BANK OF NOVA SCOTIA JAMAICA LIMITED

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of The Bank of Nova Scotia Jamaica Limited (“the Bank”)
comprising the separate financial statements of the Bank and the consolidated financial statements
of the Bank and its subsidiaries (“the Group”), set out on pages 5 to 143, which comprise the Group’s
and the Bank’s statements of financial position as at October 31, 2024, the Group’s and the Bank’s
statements of revenue and expenses, comprehensive income, changes in equity and cash flows for
the year then ended, and notes, comprising significant accounting policies and other explanatory
information.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of
the Group and the Bank as at October 31, 2024, and of the Group’s and the Bank’s financial
performance and cash flows for the year then ended in accordance with IFRS Accounting Standards as
issued by the International Accounting Standards Board (IFRS Accounting Standards) and the Jamaican
Companies Act.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Bank in
accordance with the International Ethics Standards Board for Accountants International Code of
Ethics for Professional Accountants including International Independence Standards (IESBA Code),
and we have fulfilled our other ethical responsibilities in accordance with the IESBA Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.
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INDEPENDENT AUDITORS’ REPORT (CONTINUED)

To the Members of
THE BANK OF NOVA SCOTIA JAMAICA LIMITED

Report on the Audit of the Financial Statements (continued)
Responsibilities of Management and Those Charged with Governance for the Financial Statements

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

In preparing the financial statements, management is responsible for assessing the Group’s and
Bank’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to

liquidate the Group and Bank or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the financial reporting process.
Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

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

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



KPMG

Page 3

INDEPENDENT AUDITORS’ REPORT (CONTINUED)

To the

Members of

THE BANK OF NOVA SCOTIA JAMAICA LIMITED

Report on the Audit of the Financial Statements (continued)

Auditors’ Responsibilities for the Audit of the Financial Statements (continued)

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Group’s and Bank’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Group’s and the Bank’s
ability to continue as a going concern. If we conclude that a material uncertainty exists, we
are required to draw attention in our auditors’ report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditors’ report. However, future
events or conditions may cause the Group and Bank to cease to continue as a going
concern.

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

Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

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

To the Members of
THE BANK OF NOVA SCOTIA JAMAICA LIMITED

Report on additional matters as required by the Jamaican Companies Act

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

In our opinion, proper accounting records have been maintained, so far as appears from our
examination of those records, and the financial statements, which are in agreement therewith, give
the information required by the Jamaican Companies Act in the manner required.

HI

Chartered Accountants
Kingston, Jamaica

December 19, 2024



THE BANK OF NOVA SCOTIA JAMAICA LIMITED

Consolidated Statement of Revenue and Expenses
Year ended October 31, 2024

(Expressed in thousands of Jamaican dollars unless otherwise stated)

Net financial result and other revenue
Net interest income calculated using the
effective interest method
Interest from loans and deposits with banks
Interest from securities

Interest income on securities at fair value through
profit and loss

Total interest income
Interest expense

Net interest income
Expected credit losses

Net interest income after expected credit losses
Net gains/(losses) on financial assets

Net investment result

Net finance expenses from insurance contracts
Net finance income/(expenses) from reinsurance held
contracts

Total insurance/reinsurance held finance expenses

Net financial result

Insurance revenue
Insurance service expense
Net expenses from reinsurance held contracts

Insurance service results

Other revenue
Fee and commission income
Fee and commission expense

Net fee and commission income
Net gains on foreign currency activities
Other revenue

Total other revenue
Total operating revenue

Expenses

Salaries, pension and other staff benefits

Property expenses, including depreciation and
amortisation

Asset tax

Other operating expenses

Profit before taxation
Taxation

Profit for the year

Earnings per stock unit (expressed in $)

Notes

8(b)

10
13

12

13

14
15

16

2024

37,521,561
9,753,968

47,275,529

165,145
47,440,674
(_2,484,082)

44,956,592
(_4,147,910)

40,808,682
66,554

40,875,236
( 2,784,381)

78
(_2,784,303)

38,090,933

3,509,830
( 962,074)
( 829)

2,546,927

21,249,234
(16.219,795)

5,029,439
9,057,237
237,138

14,323,814
54,961,674

10,736,942

2,797,970
1,514,483
12,573,813

27,623,208

27,338,466
(_8,917,262)

18,421,204
6.29

The accompanying notes form an integral part of the financial statements.

2023

32,069,675
7,305,518

39,375,193

204,332
39,579,525
(_1,449,485)

38,130,040
(_2,386,154)

35,743,886
(_74.854)

35,669,032
( 1,828,708)

( 131)
(_1,828,839)

33,840,193

2,788,585
( 971,419)
(__ 198)

1,816,968

19,476,290
(14,618,204)

4,858,086
8,606,390
184,696

13,649,172
49,306,333

10,253,856

2,461,027
1,335,900
12,032,434

26,083,217

23,223,116
(_7.668,372)

15,554,744
5.31



THE BANK OF NOVA SCOTIA JAMAICA LIMITED

Consolidated Statement of Comprehensive Income
Year ended October 31, 2024
(Expressed in thousands of Jamaican dollars unless otherwise stated)

Notes
Profit for the year

Other comprehensive (loss)/income:
Iltems that will not be reclassified to profit or loss
Remeasurement of retirement benefits plan
asset and obligations
Unrealised gains on equity investments
Taxation

Items that are or will be reclassified to profit or loss:
Unrealised gains on investment securities
Realised losses on investment securities
transferred to profit

Expected credit loss adjustment on investment
securities

Finance income from insurance contracts

Taxation 37(a)

Other comprehensive (loss)/income, net of tax

Total comprehensive income

2024 2023
18,421,204 15,554,744
(10,174,985) 5,739,720

403,245 -

3.257,247  (_1.913.240)
(_6.514,493) 3,826,480
4,161,319 3,365,497

26,012 -

(  7381) 166,344

371,310 870,016

4,551,260 4,401,857
(1,415829) (_1,267.519)
3,135,431 3,134,338
((3.379,062) 6,960,818
15,042,142 22,515,562

The accompanying notes form an integral part of the financial statements.



THE BANK OF NOVA SCOTIA JAMAICA LIMITED

Consolidated Statement of Financial Position
October 31, 2024

(Expressed in thousands of Jamaican dollars unless otherwise stated)

ASSETS
Cash resources
Cash and balances at Bank of Jamaica
Government and bank notes other than
Jamaican
Due from other banks
Accounts with parent and fellow subsidiaries

Government securities purchased under
resale agreements

Pledged assets
Loans, net of allowance for credit losses

Financial assets at fair value through profit
or loss

Investment securities

Segregated fund assets
Reinsurance held contract assets
Insurance contract assets

Other assets
Taxation recoverable
Sundry assets
Property and equipment
Intangible assets
Deferred taxation
Retirement benefits asset

Notes

17

18
19
20

18

21
22
23

25
26
27

38

28

29

30
37(b)
31(a)(i)

The accompanying notes form an integral part of the financial statements.

2024 2023
77,106,159 109,895,775
1,727,579 2,117,289
16,611,503 19,733,017
53,572,617 35,222,170
149,017,858 166,968,251
2,179,532 3,907,416
2,691,235 2,462,917
312,751,618 268,805,578
346,214 2,251,833
175,267,696 149,207,764
1,768,210 1,290,656
701 1,356
20,488 14,469
4,204,785 2,756,560
3,770,841 3,961,604
9,740,038 9,486,721
92,037 99,757
932,996 1,230,125
20,190,737 31,094,511
38,931,434 48,629,278
682,974,986 643,539,518




THE BANK OF NOVA SCOTIA JAMAICA LIMITED

Consolidated Statement of Financial Position (Continued)
October 31, 2024
(Expressed in thousands of Jamaican dollars unless otherwise stated)

Notes 2024 2023
LIABILITIES
Deposits by the public 32 476,060,200 444,875,527
Due to other banks and financial institutions 33 2,453,839 3,914,779
Due to parent and ultimate parent company 34 1,779,859 1,783,581
Due to fellow subsidiaries 35 10,420,244 11,352,381
490,714,142 461,926,268
Insurance contract liabilities 38 50,166,509 49,450,309
Reinsurance held contract liabilities 38 1,251 2,128
Segregated fund investment contract
liabilities 27 1,768,210 1,290,656
Other liabilities
Cheques and other instruments in transit 2,099,970 1,965,962
Other liabilities 36 9,831,432 9,002,316
Taxation payable 3,506,987 2,062,113
Deferred tax liabilities 37(b) 4,727,056 6,832,525
Retirement benefits obligations 31(b)(i) 4,024,363 4,879,478
24,189,808 24,742,394
566,839,920 537,411,755
EQUITY
Share capital 39 2,927,232 2,927,232
Reserve fund 40 3,159,866 3,159,866
Retained earnings reserve 41 53,052,091 51,052,091
Cumulative remeasurement result from
investment securities 42 851,598 ( 2,274,181)
Capital reserve 43 9,383 9,383
Loan loss reserve 44 292,682 247,419
Insurance and reinsurance held finance reserve 45 ( 269,708) ( 548,190)
Unappropriated profits 56,111,922 51,554,143
116,135,066 106,127,763
682,974,986 643,539,518

The financial statements on pages 5 to 143 were approved for issue by the Board of Directors and
signed on its behalf on December 19, 2024 by:

m X T Director M Director

Anya Schnoor L Audrey Tugwei#-Benry
/‘\/ v \ /{/MJ
Director ‘ - Secretary
Vern,én Douglas Maia Wilson

The accompanying notes form an integral part of the financial statements.



THE BANK OF NOVA SCOTIA JAMAICA LIMITED

Consolidated Statement of Changes in Stockholders’ Equity
Year ended October 31, 2024
(Expressed in thousands of Jamaican dollars unless otherwise stated)

Cumulative Insurance/
remeasurement reinsurance
Retained result from Loan held
Share Reserve earnings investment Capital loss finance Unappropriated
Notes capital fund reserve securities reserve reserve _reserve profits Total
Balances at October 31, 2022, as restated 2,927,232 3,159,866 47,052,091 (4,756,006) 9,383 339,400 (1,200,703) 39,681,433 _87,212,696
Profit for the year - - - - - - - 15,554,744 15,554,744
Other comprehensive income:
Remeasurement of retirement benefits plans,
net of taxes - - - - - - - 3,826,480 3,826,480
Unrealised gains on investment
securities, net of taxes and provisions - - - 2,481,825 - - - - 2,481,825
Finance income on insurance contracts - - - - - - 652,513 - 652,513
Total comprehensive income - - - 2,481,825 - - 652,513 19,381,224 22,515,562
Transfer to retained earnings reserve - - 4,000,000 - - - - ( 4,000,000) -
Transfer from loan loss reserve - - - - - ( 191,981) - 91,981 -
Dividends paid 52 - - - - - - - (_3,600,495) (__3,600,495)
Net movement for the year - - 4,000,000 - - (L91,981) - (_7,508,514) (__3,600,495)
Balances at October 31, 2023 2,927,232 3,159,866 51,052,091 (2,274,181) 9,383 247,419 (_548,190) 51,554,143 106,127,763
Profit for the year - - - - - - - 18,421,204 18,421,204
Other comprehensive income:
Remeasurement of retirement benefits plans,
net of taxes - - - - - - - ( 6,783,323) ( 6,783,323)
Unrealised gains on investment
securities, net of taxes and provisions - - - 3,108,437 - - - - 3,108,437
Realised losses on investment securities, net of taxes - - - 17,342 - - - - 17,342
Finance income on insurance contracts - - - - - - 278,482 - 278,482
Total comprehensive income - - - 3,125,779 - - 278,482 11,637,881 15,042,142
Transfer to retained earnings reserve - - 2,000,000 - - - - ( 2,000,000) -
Transfer to loan loss reserve - - - - - 45,263 - ( 45,263) -
Dividends paid 52 - - - - - - - (_5.034,839) (_5,034,839)
Net movement for the year - - 2,000,000 - - 45,263 - (_7,080,102) (_5,034,839)
Balances at October 31, 2024 2,927,232 3,159,866 53,052,091 _ 851,598 9,383 292,682 (_269,708) 56,111,922 116,135,066

The accompanying notes form an

integral part of the financial statements.



THE BANK OF NOVA SCOTIA JAMAICA LIMITED

Consolidated Statement of Cash Flows
Year ended October 31, 2024
(Expressed in thousands of Jamaican dollars unless otherwise stated)

Notes
Cash flows from operating activities

Profit for the year

Adjustments for:
Taxation 15
Depreciation 29
Amortisation of right of use of asset 29
Amortisation of intangible assets 30
Expected credit losses
Gain on sale of property and equipment 11

Increase in retirement benefits asset/obligations, net 12

Interest income 6
Interest expense 6

Changes in operating assets and liabilities:
Loans
Deposits by the public
Insurance contracts
Other assets, net
Other liabilities, net
Securities sold under repurchase agreements
Amounts due to parent company and fellow subsidiaries
Accounts with parents, fellow subsidiaries and related parties
Taxation recoverable
Amounts due to other banks and financial institutions
Statutory reserves at Bank of Jamaica
Retirement benefits

Interest received
Interest paid
Taxation paid

Net cash (used in)/provided by operating activities

Cash flows from investing activities

Purchase of investment securities

Proceeds from maturities/sales of investment securities

Purchase of government securities purchased under
repurchase agreement

Proceed from maturities of government securities
Purchased under repurchase agreement

Proceeds of sale of property and equipment

Purchase of intangible assets

Purchase of property and equipment 29

Net cash used in investing activities

Net cash flows from operating and investing
activities (carried forward to page 11)

2024
18,421,204

8,917,262
960,165
157,362

7,720
5,078,456

( 216,475)
(_1,981,826)

31,343,868
(47,440,674)
2,484,082

(13,612,724)

(48,630,231)
31,159,607
1,081,269
190,764
725,243

( 935,859)
(43,532,607)
( 1,448,225)
( 1,460,940)
( 2,473,913)
1,855,500

(77,082,116)

45,514,358
( 2,426,654)
(_7,437,768)

(41,432,180)

(68,367,159)
48,921,242

(16,096,063)

16,787,538
323,326

(_1,197,894)
(19,629,010)

(61,061,190)

The accompanying notes form an integral part of the financial statements.

10

2023
15,654,744

7,668,372
841,101
159,080

8,082
3,300,726

( 159,953)
(_1,317,140)

26,055,012
(39,579,525)
1,449 485

(12,075,028)

(36,594,400)
47,682,583

1,031,319
( 1,339,314)
( 142,136)
( 1,700,000)

9,409,516
( 1,117,584)
( 684,721)

2,867,640
( 8,092,742)
(__154,914)

( 909,781)

38,607,221
( 1,402,742)
(_6.811.912)

29,482,786

(34,908,635)
35,633,525

(48,596,042)

45,801,619
203,391

( 1,287)

(_1,098,871)

(_2,966,299)

26,516,487



THE BANK OF NOVA SCOTIA JAMAICA LIMITED

Consolidated Statement of Cash Flows
Year ended October 31, 2024
(Expressed in thousands of Jamaican dollars unless otherwise stated)

Notes

Cash flows from operating and investing
activities (brought forward from page 10)

Cash flows from financing activities
Dividends paid 52
Lease payments 36(ii)(d)

Net cash used in financing activities

Effect of exchange rate changes on cash and
cash equivalents

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

Cash and cash equivalents at end of year 18

11

2024 2023
(_61,061,190) 26,516,487
( 5,034,839) ( 3,600,495)
(__ 181,727) (__177.801)
(_5.216,566) (_3,778,296)

1,315,555 1,117,584
( 64,962,201) 23,855,775
123,437,177 99,581,402
58,474,976 123,437,177

The accompanying notes form an integral part of the financial statements.



THE BANK OF NOVA SCOTIA JAMAICA LIMITED

Separate Statement of Revenue and Expenses
Year ended October 31, 2024
(Expressed in thousands of Jamaican dollars unless otherwise stated)

Notes

Net interest income and other revenue
Net interest income calculated using the
effective interest method
Interest from loans and deposits with banks
Income from securities

Interest income on securities at fair value through
profit and loss

Total interest income
Interest expense

[e)]e))

Net interest income
Expected credit losses

Net interest income after expected credit losses

Net losses on financial assets 8(b)

Net financial result

Other income
Fee and commission income 7
Fee and commission expense 7

Net fee and commission income

Net gains on foreign currency activities
Dividend income

Other revenue 11

8(a)

Total operating revenue

Expenses
Salaries, pension and other staff benefits 12
Property expenses, including depreciation
Asset tax
Other operating expenses

13

Profit before taxation 14
Taxation 15

Profit for the year

12

2024 2023
35,302,740 29,962,701
6,263,826 4,113,838
41,566,566 34,076,539
__ 49,570 __ 61,332
41,616,136 34,137,871
(_2.984,899) (_1,711,116)
38,631,237 32,426,755
(_4,125,711) (_2.,495.967)
34,505,526 29,930,788
(__ 36.663) (__20,623)
34,468,863 29,910,165
20,808,738 19,168,989
(16,219,795) (14,618,204)
4,588,943 4,550,785
9,056,743 8,600,606
1,568,000 2,317,000
237,138 182,598
15,450,824 15,650,989
49,919,687 45561,154
10,537,015 10,079,479
2,764,221 2,430,308
1,324,416 1,142,265
12,257,794 11,746,218
26,883,446 25,398,270
23,036,241 20,162,884
(_7.457.456) (_6.297.836)
15,578,785 13,865,048

The accompanying notes form an integral part of the financial statements.



THE BANK OF NOVA SCOTIA JAMAICA LIMITED

Separate Statement of Comprehensive Income
Year ended October 31, 2024
(Expressed in thousands of Jamaican dollars unless otherwise stated)

Profit for the year

Other comprehensive (loss)/income:
Iltems that will not be reclassified to profit or loss
Remeasurement of retirement benefits plan
assets and obligations
Unrealised gains on equity investments

Taxation

Items that are or will be reclassified to profit or

loss

Unrealised gains on investment securities

Realised gain on investment securities
transferred to profit

Expected credit loss adjustments on
investment securities

Taxation

Other comprehensive (loss)/income, net of tax

Total comprehensive income

Notes

31(c)

37(a)

37(a)

13

2024 2023
15,578,785 13,865,048
(10,174,985) 5,739,720

403,245 -

3,257,247 (_1.913,240)
(_6.514.493) 3,826,480
3,273,479 1,939,350
26,012 -

36,688 69,406
3,336,179 2,008,756
(_1.112,059) (__669,244)
2,224.120 1,339,512
(14,290,373) 5,165,992
11,288,412 19,031,040

The accompanying notes form an integral part of the financial statements.



THE BANK OF NOVA SCOTIA JAMAICA LIMITED

Separate Statement of Financial Position
October 31, 2024

(Expressed in thousands of Jamaican dollars unless otherwise stated)

ASSETS
Cash resources
Cash and balances at Bank of Jamaica
Government and bank notes other than
Jamaican
Due from other banks
Accounts with parent and fellow subsidiaries

Government securities purchased under
resale agreements

Pledged assets
Loans, net of allowance for credit losses

Financial assets at fair value through
profit or loss

Investment securities
Investment in subsidiaries

Other assets
Taxation recoverable
Sundry assets
Property and equipment
Intangible assets
Retirement benefits asset

Notes

17

18
19
20

18

21
22
23

25
26

28

30
31(a)

2024

71,543,425

1,727,579
16,611,503
53,572,617

143,455,124

2,179,532
2,691,235
298,599,303

122,548,631
2,790,000

2,497,100
3,783,679
9,721,412
12,224
20,190,737

36,205,152
608,468,977

The accompanying notes form an integral part of the financial statements.

14

2023

103,433,218

2,117,289
19,733,017
35,222,170

160,505,694

3,907,416
2,462,917
252,997,611

580,150
101,597,011
2,790,000

837,970
3,904,621
9,464,330

19,944
31,094,511

45,321,376
570.162.175




THE BANK OF NOVA SCOTIA JAMAICA LIMITED

Separate Statement of Financial Position (Continued)
October 31, 2024
(Expressed in thousands of Jamaican dollars unless otherwise stated)

Notes 2024
LIABILITIES
Deposits by the public 32 468,767,460
Due to other banks and financial institutions 33 2,453,839
Due to parent and ultimate parent company 34 1,779,859
Due to subsidiaries 35 18,707,931
Due to fellow subsidiaries 35 10,420,244

502,129,333
Other liabilities

Cheques and other instruments in transit 2,315,623
Other liabilities 36 9,514,569
Taxation payable 3,283,166
Deferred tax liabilities 37(b) 4,727,034
Retirement benefits obligation 31(b)(i) 4,024,363
23,864,755
EQUITY

Share capital 39 2,927,232
Reserve fund 40 2,930,616
Retained earnings reserve 41 48,101,341

Cumulative remeasurement result from
investment securities 42 1,441,957
Capital reserve 43 42,087
Loan loss reserve 44 260,899
Unappropriated profits 26,770,757
82,474,889
608,468,977

(

15

2023

437,264,290
3,914,779
1,783,581

15,198,946
11,342,587

469,504,183

2,031,083
8,743,890
1,949,715
6,832,510
4,879,478

24,436,676

2,927,232
2,930,616
46,101,341

1,050,993)
42,087
153,282
25,117,751

76,221,316
570,162,175

The financial statements on pages 5 to 143 were approved for issue by the Board of Directors and

signed on its behalf on December 19, 2024 by:

(P

Director

A

Director

Anya Schnoor L

A, ' I'\
/\/

Director

Audrey TugweII<Hen)y

WAL

Secretary

Vernoh Douglas Maia Wilson

The accompanying notes form an integral part of the financial statements.



THE BANK OF NOVA SCOTIA JAMAICA LIMITED

Separate Statement of Changes in Stockholders’ Equity

Year ended October 31, 2024

(Expressed in thousands of Jamaican dollars unless otherwise stated)

Notes

Balances at October 31, 2022, as restated
Profit for the year

Other comprehensive income:
Remeasurement of retirement benefits
plans, net of taxes
Unrealised gains on investment
securities, net of taxes and provisions

Total comprehensive income

Transfer to retained earnings reserve
Transfer from loan loss reserve
Dividends paid 52

Net movement for the year
Balances at October 31, 2023
Profit for the year

Other comprehensive income:
Remeasurement of retirement benefits
plans, net of taxes
Unrealised gains on investment
securities, net of taxes and provisions
Realised losses on investment securities, net of taxes

Total comprehensive income

Transfer to retained earnings reserve
Transfer to loan loss reserve
Dividends paid 52

Net movement for the year
Balances at October 31, 2024

Cumulative
remeasurement
Retained result from Loan
Share Reserve earnings investment  Capital loss Unappropriated
capital fund reserve securities reserve reserve profits Total
2,927,232 2,930,616 42,101,341  (2,390,505) 42,087 283,769 14,896,231 60,790,771
- - - - - - 13,865,048 13,865,048
- - - - - - 3,826,480 3,826,480
- - - 1,339,512 - - - 1,339,512
- - - 1,339,512 - - 17,691,528 19,031,040
- - 4,000,000 - - - ( 4,000,000) -
- - - - - (130,487) 130,487 -
- - - - - - (_3,600,495) (_3,600,495)
- - 4,000,000 - - (130,487) (_7,470,008) (_3,600,495)
2,927,232 2,930,616 46,101,341  (1,050,993) 42,087 153,282 25,117,751 76,221,316
- - - - - - 15,578,785 15,578,785
- - - - - - ( 6,783,323) ( 6,783,323)
- - - 2,475,608 - - - 2,475,608
- - - 17,342 - - - 17,342
- - - 2,492,950 - - 8,795,462 11,288,412
- - 2,000,000 - - - ( 2,000,000) -
- - - - - 107,617 ( 107,617) -
- - - - - - (_5,034,839) (_5,034,839)
- - 2,000,000 - - 107,617 (7,142,456) (_5,034,839)
2,927,232 2,930,616 48,101,341 1,441,957 _ 42,087 260,899 26,770,757 82,474,889

The accompanying notes form an integral part of the financial statements.

9l



THE BANK OF NOVA SCOTIA JAMAICA LIMITED

Separate Statement of Cash Flows
Year ended October 31, 2024

(Expressed in thousands of Jamaican dollars unless otherwise stated)

Cash flows from operating activities
Profit for the year
Adjustments for:
Taxation charge
Depreciation
Amortisation of right of use of asset
Amortisation of intangible assets
Expected credit losses
Gain on sale of property and equipment
Increase in retirement benefits
asset/obligations, net

Interest income
Interest expense

Changes in operating assets and liabilities:
Loans
Deposits by the public
Statutory reserves at Bank of Jamaica
Other liabilities, net
Due to parent company and fellow subsidiaries

Amounts with parents, fellow subsidiaries and related parties

Due to other banks and financial institutions
Sundry assets, net

Securities sold under repurchase agreements
Taxation recoverable

Retirement benefits asset/obligations

Interest received
Interest paid

Taxation paid

Net cash (used in)/provided by operating activities

Cash flows from investing activities
Purchase of investment securities
Proceeds from maturities/sales of investment
securities
Investment in subsidiary
Purchase of property and equipment
Purchase of intangible assets
Proceeds from sale of property and equipment

Purchase of government securities purchased under

repurchase agreement
Proceed from maturities of government securities
Purchased under repurchase agreement

Net cash used in investing activities
Net cash flows from operating and investing
activities (carried forward to page 18)

Notes

15

29
30

11

12

29

17

2024 2023
15,578,785 13,865,048
7,457,456 6,297,836

954,950 834,539
157,362 159,080
7,720 8,082
5,048,391 3,393,239

( 216475) ( 159,953)

((1,981,826)  (_1,317,140)
27,006,363 23,080,731

(41,616,136)  (34,137,871)
2,984,899 1,711,116

(11,624,874)  ( 9,346,024)

(50,195,460)

(38,537,289)

31,481,274 47,171,331
( 2,476,110)  ( 8,088,413)
665,768  ( 228,328)
2,582,921 12,661,526
(43,532,607)  ( 1,117,541)
( 1,460,940) 2,867,640
120,943  ( 1,270,746)

- ( 1,700,000)
(1,659,130) (  69,106)
1,855,500  (__154.914)
(74,242,715) 2,188,136
39,684,296 33,213,994
( 2,930,641) ( 1,669,608)
(_6,082,586)  (_5,348,683)
(43,571,646) 28,383,839

(60,343,598)  (26,884,327)
43,776,740 27,614,568
- ( 65,000)

( 1,196,161)  ( 1,096,076)
- ( 1,287)
323,326 203,391
(16,096,063)  (48,596,042)
16,787,538 45,801,619
(16,748,218)  (_3,023,154)
(60,319,864) 25,360,685

The accompanying notes form an integral part of the financial statements.



THE BANK OF NOVA SCOTIA JAMAICA LIMITED

Separate Statement of Cash Flows (Continued)
Year ended October 31, 2024

(Expressed in thousands of Jamaican dollars unless otherwise stated)

Cash flows from operating and investing
activities (brought forward from page 17)

Cash flows from financing activities
Dividends paid
Lease payments

Net cash used in financing activities

Effect of exchange rate changes on cash and cash
equivalents

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

Cash and cash equivalents at end of year

18

Notes 2024 2023
(_60,319,864) 25,360,685
52 ( 5,034,839)  ( 3,600,495)
36(i)d) (___181,727)  (__177.801)
(_5.216,566)  (_3,778,296)
1,315,555 1,117,541
( 64,220,875) 22,699,930
117,000,869 94,300,939
18 52,779,994 117,000,869

The accompanying notes form an integral part of the financial statements.
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THE BANK OF NOVA SCOTIA JAMAICA LIMITED

Notes to the Financial Statements
October 31, 2024
(Expressed in thousands of Jamaican dollars unless otherwise stated)

1. Identification, Regulation and Licence

(a)

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 also
incorporated and domiciled in Jamaica. Scotia Group Jamaica Limited is a 71.78%
subsidiary of Scotiabank Caribbean Holdings Limited, which is incorporated and domiciled
in Barbados. The Bank of Nova Scotia, which is incorporated and domiciled in Canada is
the ultimate parent. The registered office of the Bank is located at the Scotiabank Centre,
Corner of Duke and Port Royal Streets, Kingston, Jamaica.

The Bank is licensed under the Banking Services Act, 2014.

The Bank’s subsidiaries, which together with the Bank are referred to as “the Group”, are
as follows:

Principal Financial
Subsidiaries Activities Holding Year End

The Scotia Jamaica Building Society =~ Deposit taking and 100% October 31
mortgage financing

Scotia General Insurance Agency General insurance 100% October 31*

Scotia Jamaica Life Insurance
Company Limited Life insurance 100% December 31**

All of the Bank’s subsidiaries are incorporated and domiciled in Jamaica.
*Scotia General Insurance Agency was incorporated on December 30, 2021.

**The statements included in the consolidation are financial statements as at and for the
year ended October 31, 2024.

2, Summary of material accounting policies

(a)

Basis of preparation

Statement of compliance

These financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRS), as issued by the International Accounting Standards Board,
and comply with the Jamaican Companies Act (“the Act”).

Basis of measurement

The financial statements have been prepared on the historical cost basis except for certain
investments measured at fair value.

New and amended standards that became effective during the year:
Certain new and amended standards came into effect during the current financial year.

The Group has assessed them and has adopted those which are relevant to its financial
statements:
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THE BANK OF NOVA SCOTIA JAMAICA LIMITED

Notes to the Financial Statements (Continued)
October 31, 2024
(Expressed in thousands of Jamaican dollars unless otherwise stated)

2,

Summary of material accounting policies (continued)

(a)

Basis of preparation (continued)

New and amended standards that became effective during the year (continued):

(i)

(ii)

Amendments to IAS 1 Presentation of Financial Statements are effective for annual
periods beginning on or after January 1, 2023 and may be applied earlier. The
amendments help companies provide useful accounting policy disclosures. The key
amendments to IAS 1 include:

- requiring companies to disclose their material accounting policy information rather
than their significant accounting policies;

- clarifying that accounting policy information related to immaterial transactions, other
events or conditions are themselves immaterial and as such need not be disclosed;
and

- clarifying that not all accounting policy information that relate to material
transactions, other events or conditions are themselves material to a company’s
financial statements.

The amendments are consistent with the refined definition of material:

“Accounting policy information is material if, when considered together with other
information included in an entity’s financial statements, it can reasonably be expected to
influence decisions that the primary users of general-purpose financial statements make
on the basis of those financial statements”.

The Group adopted Disclosure of Accounting Policies (Amendments to IAS1 and IFRS
Practice Statement 2) from 1 November 2023. Although the amendments did not result
in any changes to the accounting policies themselves, they impacted the accounting
policy information disclosed in the financial statements.

The amendments require the disclosure of ‘material’, rather than ‘significant’, accounting
policies. The amendments also provides guidance on the application of materiality to
disclosure of accounting policies, assisting entities to provide useful, entity-specific
accounting policy information that users need to understand other information in the
financial statements.

Amendments to IAS 8 Accounting Policies, Changes in Accounting Estimates and
Errors are effective for periods beginning on or after January 1, 2023, with early
adoption permitted. The amendments introduce a new definition for accounting
estimates: clarifying that they are monetary amounts in the financial statements that are
subject to measurement uncertainty.

The amendments also clarify the relationship between accounting policies and
accounting estimates by specifying that a company develops an accounting estimate to
achieve the objective set out by an accounting policy.

This amendment did not have a significant impact on the Group’s financial statements.
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THE BANK OF NOVA SCOTIA JAMAICA LIMITED

Notes to the Financial Statements (Continued)
October 31, 2024
(Expressed in thousands of Jamaican dollars unless otherwise stated)

2,

Summary of material accounting policies (continued)

(a) Basis of preparation (continued)

New and amended standards that became effective during the year (continued):

(iii) Amendments to IAS 12 Income Taxes are effective for annual reporting periods

beginning on or after January 1, 2023, with early adoption permitted. The amendments
clarify how companies should account for deferred tax on certain transactions — e.g.
leases and decommissioning provisions.

The amendments narrow the scope of the initial recognition exemption (IRE) so that it
does not apply to transactions that give rise to equal and offsetting temporary
differences. As a result, companies will need to recognise a deferred tax asset and a
deferred tax liability for temporary differences arising on initial recognition of a lease and
a decommissioning provision.

For leases and decommissioning liabilities, the associated deferred tax asset and
liabilities will need to be recognised from the beginning of the earliest comparative period
presented, with any cumulative effect recognised as an adjustment to retained earnings
or other component of equity at that date. If a company previously accounted for
deferred tax on leases and decommissioning liabilities under the net approach, then the
impact on transition is likely to be limited to the separate presentation of the deferred tax
asset and the deferred tax liability.

The amendments apply to transactions that occur on or after the beginning of the earliest
comparative period presented.

This amendment did not have any impact on the Group’s financial statements.

New and amended standards and interpretations that are not yet effective:

At the date of authorization of these financial statements, certain new and amended
standards and interpretations have been issued which were not effective for the current
year. The Group has assessed them with respect to its operations and has determined that
the following are relevant:

(i)

Amendments to IAS 1 Presentation of Financial Statements, will apply retrospectively for
annual reporting periods beginning on or after January 1, 2024. The amendments
promote consistency in application and clarify the requirements in determining if a
liability is current or non-current.

Under existing IAS 1 requirements, companies classify a liability as current when they
do not have an unconditional right to defer settlement of the liability for at least twelve
months after the end of the reporting period. As part of its amendments, the
requirement for a right to be unconditional has been removed and instead, now requires
that a right to defer settlement must have substance and exist at the end of the reporting
period.

Covenants with which the company must comply after the reporting date (i.e. future
covenants) do not affect a liability’s classification at that date. However, when non-
current liabilities are subject to future covenants, companies will now need to disclose
information to help users understand the risk that those liabilities could become
repayable within twelve months after the reporting date.

This amendment is not expected to have a significant impact on the Group’s 2025
financial statements.



22

THE BANK OF NOVA SCOTIA JAMAICA LIMITED

Notes to the Financial Statements (Continued)
October 31, 2024
(Expressed in thousands of Jamaican dollars unless otherwise stated)

2,

Summary of material accounting policies (continued)

(a) Basis of preparation (continued)

New and amended standards and interpretations that are not yet effective (continued):

(ii)

(iii)

IFRS S1 General Requirements for Disclosure of Sustainability-related Financial
Information, is effective for annual reporting periods beginning on or after January 1,
2024 (with early application permitted as long as IFRS S2 Climate-related Disclosures is
also applied).

IFRS S1 requires an entity to disclose information about its sustainability-related risks and
opportunities that are useful to users of general-purpose financial reports in making
decisions relating to providing resources to the entity. The standard also requires entities
to disclose information about all sustainability-related risks and opportunities that could
reasonably be expected to affect the entity’'s cash flows, its access to finance or cost of
capital over the short, medium or long term (collectively referred to as ‘sustainability-
related risks and opportunities that could reasonably be expected to affect the entity’s
prospects’).

IFRS S1 prescribes how an entity prepares and reports its sustainability-related financial
disclosures and sets out general requirements for the content and presentation of those
disclosures so that the information disclosed is useful to users in making decisions
relating to providing resources to the entity.

Under the standard, entities are required to provide disclosures about the governance
processes, controls and procedures, strategies and processes the entity uses to monitor,
manage and oversee sustainability-related risks and opportunities, as well as the entities
performance and progress towards any targets the entity has set or is required to meet by
law or regulation.

The Group is assessing the impact that the amendment will have on its 2025 financial
statements.

IFRS S2 Climate-related Disclosures, is effective for annual reporting periods beginning
on or after January 1, 2024 (with early application permitted as long as IFRS S1 General
Requirements for Disclosure of Sustainability-related Financial Information is also
applied).

IFRS S2 requires entities to disclose information about its climate-related risks and
opportunities that is useful to users of general-purpose financial reports in making
decisions relating to providing resources to the entity. The standard also requires entities
to disclose information about climate-related risks and opportunities that could reasonably
be expected to affect the entity’s cash flows, its access to finance or cost of capital over
the short, medium or long term (collectively referred to as ‘climate-related risks and
opportunities that could reasonably be expected to affect the entity’s prospects’). IFRS
S2 applies to climate-related physical risks; climate-related transition risks; and climate-
related opportunities available to an entity.

IFRS S2 sets out the requirements for disclosing information about an entity’s climate-
related risks and opportunities. Under the standard, entities are required to provide
disclosures about the governance processes, controls and procedures, strategies and
processes the entity uses to monitor, manage and oversee climate-related risks and
opportunities, as well as the entities performance and progress towards any targets the
entity has set or is required to meet by law or regulation.

The Group is assessing the impact that the amendment will have on its 2025 financial
statements.
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THE BANK OF NOVA SCOTIA JAMAICA LIMITED

Notes to the Financial Statements (Continued)
October 31, 2024
(Expressed in thousands of Jamaican dollars unless otherwise stated)

2,

Summary of material accounting policies (continued)

(b)

(c)

Basis of consolidation

The consolidated financial statements include the assets, liabilities, financial performance
and cash flows of the Bank and its subsidiaries presented as a single economic entity. The
Bank and its subsidiaries are collectively referred to as “the Group”.

Subsidiaries are those entities controlled by the Bank. The Bank controls an investee when
it is exposed to, or has rights to, variable returns from its involvement with the investee and
has the ability to affect those returns through its power over the investee entity. The financial
statements of subsidiaries are included in the consolidated financial statements from the
date on which control commences until the date on which control ceases.

Intra-group transactions, balances and unrealised gains on transactions between group
companies are eliminated. Unrealised losses are also eliminated unless the transaction
provides evidence of impairment of the asset transferred. Accounting policies of subsidiaries
are consistent with those of the Group.

The Group uses the acquisition method of accounting for business combinations. The
Group considers the date on which control is obtained and legally transfers the
consideration for the acquired assets and assumed liabilities to be the date of acquisition.
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. Identifiable assets
acquired and liabilities and contingent liabilities assumed in a business combination are
measured at their fair values at the acquisition date, irrespective of the extent of any non-
controlling 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
recognised directly in the consolidated statement of revenue and expenses.

Any contingent consideration payable is measured at fair value at the acquisition date. If the
contingent consideration is classified as equity, then it is not remeasured and settlement is
accounted for within equity. Otherwise, subsequent changes in the fair value of the
contingent consideration are recognised in profit or loss.

Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided
to the chief operating decision-maker. The chief operating decision-maker is the person or
group that allocates resources to, and assesses the performance of, the operating segments
of an entity. The Group has determined the Board of Directors as its chief operating
decision maker. Income and expenses directly associated with each segment are included
in determining business segment performance. The Group's internal measures used in
reporting segment information are consistent with the IFRS. Reconciling items are limited to
items that are not allocated to reportable segments, as opposed to a difference in the basis
of preparation of the information.
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2,

Summary of material accounting policies (continued)

(d) Translation of foreign currencies

(e)

Foreign currency transactions are translated into the functional currency for at the exchange
rates prevailing at the dates of the transactions.

Monetary items denominated in foreign currencies are translated into the functional currency
at the exchange rates prevailing at the reporting date. Foreign currency non-monetary items
that are measured at historical cost are translated at historical rates. Foreign currency items
measured at fair value are translated into the functional currency using the rate of exchange
at the date the fair value was determined.

Foreign currency gains and losses resulting from the settlement of foreign currency
transactions and from the translation at the reporting date of foreign currency monetary
assets and liabilities are recognised in the statement of revenue and expenses.

The assets and liabilities of foreign operations and fair value adjustments arising on
acquisition are translated into Jamaican dollars using the exchange rate at the reporting
date. The income and expenses of foreign operations are translated into Jamaican dollars
at the exchange rates at the dates of the transactions. Foreign currency differences are
recognized in OCI and accumulated in the translation reserve. When a foreign operation is
disposed of partially or in its entirety, the cumulative amount or portion thereof in the
translation reserve is reclassified to the profit or loss as part of the gain or loss on disposal.

Revenue recognition
Interest income

Interest income is recognised in the statement of revenue and expenses using the effective
interest method. The “effective interest rate” is the rate that exactly discounts the estimated
future cash receipts over the expected life of the financial instrument or a shorter period,
where appropriate, to the gross carrying amount of the financial asset or financial liability.

When calculating the effective interest rate for financial instruments, the Group estimates
future cash flows considering all contractual terms of the financial instrument, but not
expected credit losses (ECL).

The calculation of the effective interest rate includes transaction costs and fees and points
paid or received that are an integral part of the transaction. Transaction costs include
incremental costs that are directly attributable to the acquisition of a financial asset.

The ‘amortised cost’ of a financial asset is the amount at which the financial asset is
measured on initial recognition minus the principal repayments, plus or minus the cumulative
amortisation using the effective interest method of any difference between that initial amount
and the maturity amount.

The ‘gross carrying amount of a financial asset’ is the amortised cost of a financial asset
before adjusting for any expected credit loss allowance.
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2. Summary of material accounting policies (continued)
(e) Revenue recognition (continued)

The effective interest rate of a financial asset is calculated on initial recognition. In
calculating interest income, the effective interest rate is applied to the gross carrying amount
of the asset (when the asset is not credit-impaired) and is revised as a result of periodic re-
estimation of cash flows of floating rate instruments to reflect movements in market rates of
interest.

However, for financial assets that have become credit-impaired subsequent to initial
recognition, interest income is calculated by applying the effective interest rate to the
amortised cost of the financial asset, net of ECL allowance. If the asset is no longer credit-
impaired, then the calculation of interest income reverts to the gross basis.

Fee and commission income

Fee and commission income from contracts with customers is measured based on the
consideration specified in in the contract with the customer. The Group recognises revenue
when it transfers control over a service to a customer.

Fee and commission income which includes account service, portfolio management and
management advisory fees are recognised as the related services are performed.

A contract with a customer that results in a recognised financial instrument in the Group’s
financial statements may be partially in the scope of IFRS 9 and partially in the scope of
IFRS 15. If this is the case, the Group first applies IFRS 9 to separate and measure the part
of the contract that is in the scope of IFRS 9 and then applies IFRS 15 to the residual.

The nature and timing of the satisfaction of performance obligations in contracts with
customers, including significant payment terms, and the related revenue recognition policies
are as follows:

Type of service Nature and timing of satisfaction of Revenue recognition under
performance obligations, including IFRS 15
significant payment terms.

Banking services The Group provides banking Revenue from banking related
related services, including services is recognised overtime
execution of customers’ as the service is provided.
transactions and maintenance of
customers’ records. Fees are
charged when the transactions
take place and are based on fixed
rates or a fixed percentage of the
assets value.

Portfolio and The Group provides portfolio and Revenue from portfolio and
asset asset management services to asset management services is
management customers. Fees are calculated recognised over time as the
services based on a fixed percentage of the service is provided.

value of the assets and are
charged at various time intervals
based on the investment
agreement but at no time period
exceeding twelve months.
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2,

Summary of material accounting policies (continued)

(e)

()

(9)

Revenue recognition (continued)
Insurance revenue
Contracts not measured under the premium allocation approach

The Group recognises insurance revenue as it satisfies its performance obligations — i.e. as
it provides services under groups of insurance contracts. This amount represents the total
change in the liability for the remaining coverage that relate to services for which the Group
expects to receive consideration and is comprised of the contractual service margin,
changes in the risk adjustment for non-financial risk as well as experience adjustments.

Contracts measured under the premium allocation approach

Insurance revenue is the amount of expected premium receipts for providing services in the
period.

Dividend income

Dividend income on equity securities is recognised when the Group’s right to receive
payment is established, which is on the ex-dividend date for listed equity securities.

Interest expense

Interest expense is recognised in profit or loss using the effective interest method. The
effective interest rate is the rate that exactly discounts the estimated future cash payments
over the expected life of the financial liability (or, where appropriate, a shorter period) to the
carrying amount of the financial liability.

Insurance and reinsurance held contracts
(i) Definitions and classifications

Insurance contracts are contracts under which the Group accepts significant insurance
risk from a policyholder by agreeing to compensate the policyholder if a specified
uncertain future event adversely affects the policyholder.

Contracts held by the Group under which it transfers significant insurance risk related to
underlying insurance contracts are classified as reinsurance held contracts. The Group
does not accept insurance risk from other insurers.

Insurance contracts are classified as direct participation contracts or contracts without
direct participation features based on specific criteria. Insurance contracts with direct
participation features are insurance contracts that are substantially investment-related
service contracts where the return on the underlying items is shared with policyholders.
Underlying items comprise specified portfolios of investment assets that determine
amounts payable to policyholders.

The Group uses judgement to assess whether the amounts expected to be paid to the
policyholders constitute a substantial share of the fair value returns on the underlying
items.

All other insurance and reinsurance held contracts are classified as contracts without
direct participation features. Some of these contracts are measured under the Premium
Allocation Approach (PAA). Refer to the below table for the type of contracts that the
Group accounts for in accordance with IFRS 17 Insurance Contracts.
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2. Summary of material accounting policies (continued)
(9) Insurance and reinsurance held contracts (continued)
(i) Definitions and classifications (continued)

The Group issues the following types of contracts that are accounted for in accordance

with IFRS 17 Insurance Contracts.

Contracts Product Product Portfolio Measureme
Issued classification nt Model
Whole life Life Shelter Insurance Individual Life GMM
insurance contracts
contracts Lifetime Security  without direct
Solace participation
features
Universal life ScotiaMint Insurance Individual Savings & GMM
insurance contracts Wealth
contracts without direct
participation
features
Universal life Affirm Insurance Individual Universal VFA
insurance Elevate contracts with Life
contracts direct
participation
features
Critical iliness Criticare Insurance Individual Health GMM
insurance contracts
contracts without direct
participation
features
Variable Scotia Insurance Individual Annuity GMM
annuity Retirement Fund  contracts
(RIF) without direct
participation
features
Group creditor ~ Creditor Life and  Insurance Group Creditor PAA
level premium Non-Revolving contracts Combined Level
level premium measured under
the PAA
Group creditor  Creditor Life Insurance Group Creditor PAA
revolving Revolving contracts Combined
premium premium measured Revolving
under the PAA
Group creditor  Creditor Life Insurance Group Creditor GMM
single Non-Revolving contracts Combined Single
premium single premium without direct
participation
features
Universal life -  Affirm Reinsurance Individual Universal GMM

excess of loss

held contract

Life
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2,

Summary of material accounting policies (continued)

(9)

Insurance and reinsurance held contracts (continued)

(ii)

(iif)

Separating components from insurance and reinsurance held contracts

At inception the Group analyzes whether insurance or reinsurance held contracts contain
components that should be separated based on the criteria below:

e cash flows relating to embedded derivatives that are required to be separated;
) cash flows relating to distinct investment components; and
e promises to transfer distinct goods or distinct non-insurance services.

The Group has not identified any embedded derivatives, distinct investment components,
distinct goods or distinct non-insurance services in its insurance or reinsurance held
contracts that would require separation from the host contract.

Aggregation and recognition of insurance and reinsurance held contracts
Insurance contracts

Insurance contracts are aggregated into groups for measurement purposes. Groups of
insurance contracts are determined by identifying portfolios of insurance contracts, each
comprising contracts subject to similar risks and managed together, and dividing each
portfolio into annual cohorts (i.e. by year of issue) and each annual cohort into three
groups based on the profitability of contracts:

e any contracts that are onerous on initial recognition;

e any contracts that, on initial recognition, have no significant possibility of becoming
onerous subsequently; and

e any remaining contracts in the annual cohort.

The Group uses reasonable and supportable information available to assess whether
these contracts are onerous at initial recognition and whether non-onerous contracts
have a significant possibility of becoming onerous.

An insurance contract issued by the Group is recognised from the earliest of:

- the beginning of its coverage period (i.e. the period during which the Group provides
services in respect of any premiums within the boundary of the contract);

- when the first payment from the policyholder becomes due or, if there is no
contractual due date, when it is received from the policyholder; and

- when facts and circumstances indicate that the contract is onerous.

When the contract is recognised, it is added to an existing group of contracts or, if the
contract does not qualify for inclusion in an existing group, it forms a new group to which
future contracts are added. Groups of contracts are established on initial recognition and
their composition is not revised once all contracts have been added to the group.
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2,

Summary of material accounting policies (continued)

(9)

Insurance and reinsurance held contracts (continued)

(iif)

Aggregation and recognition of insurance and reinsurance held contracts (continued)
Reinsurance held contracts

A group of reinsurance held contracts that covers aggregate losses from underlying
contracts in excess of a specified amount is recognised at the beginning of the coverage
period of that group.

Portfolios of reinsurance held contracts are assessed for aggregation separately from
portfolios of insurance contracts issued. Applying the grouping requirements to
reinsurance held contracts, the Group aggregates reinsurance held contracts concluded
within a calendar year (annual cohorts) into groups of

- contracts for which there is a net gain at initial recognition, if any;

- contracts for which at initial recognition there is no significant possibility of a net gain
arising subsequently; and

- remaining contracts in the portfolio, if any.

Insurance acquisition cash flows

Insurance acquisition cash flows arise from the costs of selling, underwriting, and starting
a group of insurance contracts (issued or expected to be issued) that are directly
attributable to the portfolio of insurance contracts to which the group belongs.

Insurance acquisition cash flows are allocated to groups of insurance contracts using a
systematic and rational method for products measured under the General Measurement
Model (GMM) and Variable Fee Approach (VFA).

When applying IFRS 17, the Group assumes that insurance acquisition costs are
incurred at contract recognition and the acquisition cash flows incurred in each reporting
period would relate to contracts issued in the period. As a result, the Group does not
recognize an asset for insurance acquisition cash flows.

Contract boundaries

The measurement of a group of contracts includes all of the future cash flows within the
boundary of each contract in the group, determined as follows.

Insurance contracts

Cash flows are within the boundary of an insurance contract if they arise from the rights
and obligations that exist during the period in which the policyholder is obligated to pay
premiums or the Group has a substantive obligation to provide the policyholder with
insurance coverage or other services.
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Summary of material accounting policies (continued)

(9)

Insurance and reinsurance held contracts (continued)

(v)

(vi)

Contract boundaries (continued)
A substantive obligation to provide services ends when:

— the Group has the practical ability to reassess the risks of the particular
policyholder or change the level of benefits so that the price fully reflects those
risks; or

— the Group has the practical ability to reassess the risks of a portfolio of contracts
so that the price fully reflects the reassessed risk of that portfolio and the pricing of
premiums related to coverage to the date when risks are reassessed does not
reflect the risks related to periods beyond the reassessment date.

In assessing the practical ability to reprice, risks transferred from the policyholder to the
Group, such as insurance risk and financial risk, are considered; other risks, such as
lapse or surrender and expense risk, are not included.

Reinsurance held contracts

For groups of reinsurance held contracts held, cash flows are within the contract
boundary if they arise from substantive rights and obligations of the Group that exist
during the reporting period in which the Group is compelled to pay amounts to the
reinsurer or in which the Group has a substantive right to receive services from the
reinsurer.

A substantive right to receive services from the reinsurer ends when the reinsurer has
the practical ability to reassess the risks transferred to it and can reprice or change the
level of benefits that fully reflects those reassessed risks; or has a substantive right to
terminate the coverage.

The contract boundary is reassessed at each reporting period to include the effect of
changes in circumstances on the Group’s substantive rights and obligations and,
therefore, may change over time.

Measurement — Contracts not measured under the Premium Allocation Approach (PAA)

On initial recognition, the Group measures a group of insurance contracts as the total of:

a) the fulfilment cash flows, which comprise estimates of future cash flows, adjusted
to reflect the time value of money and the associated financial risks, and a risk
adjustment for non-financial risk; and
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(g) Insurance and reinsurance held contracts (continued)

(vi) Measurement — Contracts not measured under the Premium Allocation Approach (PAA)
(continued)

b) The contractual service margin (CSM).

The fulfilment cash flows of a group of insurance contracts do not reflect the
Group’s non-performance risk.

Risk adjustment for non-financial risk

The risk adjustment for non-financial risk is applied to the present value of the
estimated future cash flows and reflects the compensation the Group requires for
bearing the uncertainty about the amount and timing of the cash flows from non-
financial risk as the Group fulfils insurance contracts.

Contractual service margin

On initial recognition of a group of insurance contracts, if the total of the fulfillment cash
flows, any derecognized assets for insurance acquisition cash flows, and any cash
flows arising at that date is a net inflow, the group of contracts is non-onerous. In this
case, the CSM is measured as the equal and opposite amount of the net inflow, which
results in no net income or expenses arising on initial recognition.

Insurance contracts — Subsequent measurement

The carrying amount of a group of insurance contracts at each reporting date is the
sum of the liability for remaining coverage and the liability for incurred claims.

The liability for remaining coverage comprises:

The fulfilment cash flows that relate to services that will be provided under the contracts
in future periods and any remaining CSM at that date

The liability for incurred claims includes:

the fulfilment cash flows for incurred claims and expenses that have not yet been paid
and claims that have been incurred but not yet reported.

Fulfilment cash flows

The fulfiiment cash flows of groups of insurance contracts are measured at the reporting
date using current estimates of future cash flows, current discount rates and current
estimates of the risk adjustment for non-financial risk. Changes in fulfilment cash flows
are recognised as follows:

Changes relating to future Adjusted against the CSM (or recognised in the insurance
services service result in profit or loss if the group is onerous)
Changes relating to current or Recognised in the insurance service result in profit or loss
past services

Effects of the time value of Recognised as insurance finance income or expenses

money, financial risk and changes
therein on estimated future cash
flows
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Summary of material accounting policies (continued)

(9)

Insurance and reinsurance held contracts (continued)

(vi) Measurement — Contracts not measured under the Premium Allocation Approach (PAA)
(continued)

The CSM of each group of contracts is calculated at each reporting date as follows:

Insurance contracts without direct participation features

The carrying amount of the CSM at each reporting date is the carrying amount at the start
of the year, adjusted for:

a)

b)

c)

d)
e)

the CSM of any new contracts that are added to the group in the year;

interest accreted on the carrying amount of the CSM during the year, measured at
the discount rates on nominal cash flows that do not vary based on the returns on
any underlying items determined on initial recognition;

changes in fulfilment cash flows that relate to future services, except to the extent
that:

i. any increases in the fulfilment cash flows exceed the carrying amount of the
CSM, in which case the excess is recognised as a loss in profit or loss and
creates a loss component; or

ii. any decreases in the fulfilment cash flows are allocated to the loss component,
reversing losses previously recognised in profit or loss;

the effect of any currency exchange differences on the CSM; and

the amount recognised as insurance revenue because of the services provided in

the year).

The changes in fulfilment cash flows that relate to future services comprise of:

a)

b)

experience adjustments arising from premiums received in the year that relate to
future services and related cash flows, measured at the discount rates determined
on initial recognition;

changes in estimates of the present value of future cash flows in the liability for
remaining coverage, measured at the discount rates determined on initial
recognition, except for those that arise from the effects of the time value of money,
financial risk and changes therein;

c) differences between -

component expected to become payable in the year, determined as the any
investment payment expected at the start of the year plus any insurance finance
income or expenses [see (vi)] related to that expected payment before it
becomes payable; and

the actual amount that becomes payable in the year.
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(g) Insurance and reinsurance held contracts (continued)

(vi) Measurement — Contracts not measured under the Premium Allocation Approach (PAA)
(continued)

Insurance contracts — without direct participation features (continued)

d) differences between any loan to a policyholder expected to become repayable in the
year and the actual amount that becomes repayable in the year; and

e) changes in the risk adjustment for non-financial risk that relate to future services

Insurance contracts with direct participation features

Direct participating contracts are contracts under which the Group’s obligation to the
policyholder is the net of:

— the obligation to pay the policyholder an amount equal to the fair value of the
underlying items; and
— avariable fee for future services provided under the insurance contracts.

The carrying amount of the CSM at each reporting date is the carrying amount at the start
of the year, adjusted for:

— the CSM of any new contracts that are added to the group in the year;

— the change in the amount of the Group’s share of the fair value of the underlying
items, and

— changes in fulfilment cash flows that relate to future services, except to the extent
that:

i. a decrease in the amount of the Group’s share of the fair value of the underlying
items, or an increase in the fulfilment cash flows that relate to future services,
exceeds the carrying amount of the CSM, giving rise to a loss in profit or loss
(included in insurance service expenses) and creating a loss component; or

ii. an increase in the amount of the Group’s share of the fair value of the underlying
items, or a decrease in the fulfilment cash flows that relate to future services, is
allocated to the loss component, reversing losses previously recognised in profit or
loss (included in insurance service expenses) (see (vi);

iii. the effect of any currency exchange differences on the CSM; and

iv. the amount recognised as insurance revenue because of the services provided in the
year.
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(g) Insurance and reinsurance held contracts (continued)
(vii) Measurement — Contracts measured under the Premium Allocation Approach (PAA)

The Group uses the PAA to simplify the measurement of groups of contracts at inception
when the coverage period of each contract in the group is one year or less.

On initial recognition of each group of contracts, the carrying amount of the liability for
remaining coverage is measured as the premiums received. The Group expects that the
time between providing each part of the services and the related premium due date is no
more than a year. Accordingly, the Group has chosen not to adjust the liability for
remaining coverage and liability for incurred claims to reflect the time value of money and
the effect of financial risk. The Group has chosen to expense insurance acquisition cash
flows when they are incurred.

Subsequently, the carrying amount of the liability for remaining coverage is increased by
any premiums received and decreased by the amount recognised as insurance revenue
for services provided.

(viii) Reinsurance held contracts

To measure a group of reinsurance held contracts, the Group applies the same
accounting policies as are applied to insurance contracts without direct participation
features.

On initial recognition for a group of reinsurance held contracts held, requirements remain
consistent with the General Measurement Model with respect to the calculation of the
CSM and the determination of the coverage units. The CSM of a group of reinsurance
held contracts represents a net cost or net gain on purchasing reinsurance.

The total number of coverage units in a group is the quantity of coverage provided by the
contracts in the group over the expected coverage period. The coverage units are
determined at each reporting period-end prospectively by considering:

a) the quantity of benefits provided by contracts in the group;

b) the expected coverage duration of contracts in the group; and

c) the likelihood of insured events occurring, only to the extent that they affect the
expected duration of contracts in the group.

The Group measures the estimates of the present value of future cash flows using
assumptions that are consistent with those used to measure the estimates of the present
value of future cash flows for the underlying insurance contracts, with an adjustment for
any risk of non-performance by the reinsurer. The effect of the non-performance risk of
the reinsurer is assessed at each reporting period and the effect of changes in the non-
performance risk is recognised in profit or loss.

The risk adjustment for non-financial risk is the amount of risk being transferred by the
Group to the reinsurer.
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Summary of material accounting policies (continued)

(9)

Insurance and reinsurance held contracts (continued)

(viii)

Reinsurance held contracts (continued)

The carrying amount of the CSM at each reporting date is the carrying amount at the
start of the year, adjusted for:

the CSM on any new contracts that are added to the group in the year;

interest accreted on the carrying amount of the CSM during the year, measured at
the discount rates on nominal cash flows that do not vary based on the returns on
any underlying items determined on initial recognition

income recognised in profit or loss in the year on initial recognition of onerous
underlying contracts (see below);

reversals of a loss-recovery component to the extent that they are no changes in
the fulfilment cash flows on the group of reinsurance held contracts;

changes in fulfilment cash flows that relate to future services, measured at the
discount rates determined on initial recognition, unless they result from changes in
fulfilment cash flows on onerous underlying contracts, in which case they are
recognised in profit or loss and create or adjust the loss-recovery component;

the amount recognised in profit or loss because of the services received in the
year.

Derecognition and contract modification

The Group derecognizes insurance contracts when:

The rights and obligations relating to the contract are extinguished, or

The contract is modified such that the modification results in a change in the
measurement model, or the applicable standard for measuring a component of the
contract. In such cases, the Company derecognises the initial contract and
recognises the modified contract as a new contract.

On derecognition of a contract from within a group of contracts not measured under the
PAA:

the fulfilment cash flows allocated to the group are adjusted to eliminate those that
relate to the rights and obligations derecognised;

the CSM of the group is adjusted for the change in the fulfiiment cash flows, except
where such changes are allocated to a loss component; and

the number of coverage units for the expected remaining services is adjusted to
reflect the coverage units derecognised from the group.
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(g) Insurance and reinsurance held contracts (continued)

(ix) Derecognition and contract modification (continued)

If a contract is derecognised because its terms are modified, then the CSM is also
adjusted for the premium that would have been charged had the Group entered into a
contract with the new contract’s terms at the date of modification, less any additional
premium charged for the modification. The new contract recognised is measured
assuming that, at the date of modification, the Group received the premium that it would
have charged less any additional premium charged for the modification.

Presentation

The Group has presented separately in the consolidated statement of financial position
the carrying amount of portfolios of insurance and reinsurance held contracts that are
assets and those that are liabilities.

The Group disaggregates amounts recognised in the statement of revenue and expenses
and OCl into:

a) netinsurance revenue, comprising insurance revenue and insurance service
expenses; and

b) insurance/reinsurance held finance expenses

Income and expenses from reinsurance contracts are presented separately from income
and expenses from insurance contracts. Income and expenses from reinsurance
contracts, other than insurance finance income or expenses, are presented on a net
basis as ‘net expenses from reinsurance held contracts’ in the insurance service result.

The Group does not disaggregate changes in the risk adjustment for non-financial risk
between the insurance service result and insurance finance income or expenses. All
changes in the risk adjustment for non-financial risk are included in the insurance service
result.

Insurance revenue

The Group’s insurance revenue depicts the provision of services arising from a group of
insurance contracts at an amount that reflects the consideration to which the Company
expects to be entitled in exchange for those services.

Contracts not measured under the premium allocation approach

The company recognises insurance revenue as it satisfies its performance obligations —
i.e. as it provides services under groups of insurance contracts. This amount represents
the total change in the liability for the remaining coverage that relate to services for which
the company expects to receive consideration and is comprised of the contractual service
margin, changes in the risk adjustment for non-financial risk as well as experience
adjustments.
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(9)

(h)

Insurance and reinsurance held contracts (continued)
(x)  Presentation (continued)
Contracts measured under the premium allocation approach (continued)

Insurance revenue is the amount of expected premium receipts for providing services
in the period.

Insurance service expenses

Insurance service expenses arising from insurance contracts are recognised in profit
or loss generally as they are incurred and include incurred claims, amortisation of
acquisition cashflows, losses on onerous contracts and reversals of such losses and
adjustments to the liabilities for incurred claims that do not arise from the effects of
the time value of money, financial risk and changes therein.

Net expenses from reinsurance held contracts

Net expenses from reinsurance held contracts comprise an allocation of reinsurance
premiums paid less amounts recovered from reinsurers.

Insurance finance income and expenses

Insurance finance income and expenses comprise changes in the carrying amounts
of groups of insurance and reinsurance held contracts arising from the effects of the
time value of money, financial risk and changes therein. The Group has chosen to
disaggregate insurance finance income or expenses between profit or loss and OCI.
The amount included in revenue and expenses is determined by a systematic
allocation of the expected total insurance finance income or expenses over the
duration of the group of contracts using the crediting rate approach.

Amounts presented in OCIl are accumulated in the insurance finance reserve.

Taxation

Taxation on the profit or loss for the year comprises current and deferred income taxes.
Current and deferred income taxes are recognised as tax expense or benefit in profit or
loss, except where they relate to a business combination or items recognised in other
comprehensive income.

Current income tax

Current income 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 reporting date.

Deferred income 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.
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Summary of material accounting policies (continued)

(h)

(i)

Taxation (continued)
Deferred income tax (continued)

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.

Deferred tax is not recognised for:

« temporary differences on the initial recognition of assets or liabilities in a transaction
that is not a business combination and that affects neither accounting nor taxable profit
or loss;

+ temporary differences related to investments in subsidiaries to the extent that the Group
is able to control the timing of the reversal of the temporary differences and it is
probable that they will not reverse in the foreseeable future; and

» taxable temporary differences arising on the initial recognition of goodwill.

Financial assets and liabilities

Financial assets comprise cash resources, financial assets at fair value through profit or
loss, government securities purchased under resale agreements, pledged assets, loans,
investment securities and segregated fund assets. Financial liabilities comprise deposits,
securities sold under repurchase agreement, assets held in trust on behalf of participants,
segregated fund investment contract liabilities and insurance contract liabilities.

Recognition and initial measurement

The Group initially recognises loans and receivables and deposits on the date that they are
originated. Regular-way purchases and sales of financial assets are recognized on the
settlement date. All other financial assets and liabilities are initially recognised on the trade
date at which the Group becomes a party to the contractual provisions of the instrument. A
financial asset or financial liability is measured initially at fair value plus, for an item not at
FVTPL, transaction costs that are directly attributable to its acquisition or issue.

Classification and measurement, derecognition, and impairment of financial
instruments

Classification and measurement
Classification and measurement of financial assets

Financial assets include both debt and equity instruments and are classified into one of the
following measurement categories:

Amortised cost;

Fair value through other comprehensive income (FVOCI);

Fair value through profit or loss (FVTPL);

Elected at fair value through other comprehensive income (Equities only); or
Designated at FVTPL.
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(i)

Financial assets and liabilities (continued)

Debt instruments

Debt instruments, including loans and debt securities, are classified into one of the
following measurement categories:

Amortised cost;

Fair value through other comprehensive income (FVOCI);
Fair value through profit or loss (FVTPL); or

Designated at FVTPL.

Classification of debt instruments is determined based on:

(i)
(ii)

The business model under which the asset is held; and
The contractual cash flow characteristics of the instrument.

Business model assessment

Business model assessment involves determining how financial assets are managed to
generate cash flows. The Group’s business model assessment is based on the following
categories:

Held to collect: The objective of the business model is to hold assets and collect
contractual cash flows. Any sales of the asset are incidental to the objective of the
model.

Held to collect and for sale: Both collecting contractual cash flows and sales are
integral to achieving the objectives of the business model.

Other business model: The business model is neither held-to-collect nor held-to-
collect and for sale. The Group assesses business model at a portfolio level reflective
of how groups of assets are managed together to achieve a particular business
objective. When assessing the business model, the Group takes into consideration
the following factors:

- How the performance of assets in a portfolio is evaluated and reported to Group
heads and other key decision makers within the Group’s business lines;

- How compensation is determined for the Group’s business lines’ management
that manages the assets;

- Whether the assets are held for trading purposes i.e., assets that the Group
acquires or incurs principally for the purpose of selling or repurchasing in the
near term, or holds as part of a portfolio that is managed together for short-term
profit or position taking;

- The risks that affect the performance of assets held within a business model
and how those risks are managed; and

- The frequency and volume of sales in prior periods and expectations about
future sales activity.
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(i)

Financial assets and liabilities (continued)
Business model assessment (continued)
Contractual cash flow characteristics assessment

The contractual cash flow characteristics assessment involves assessing the contractual
features of an instrument to determine if they give rise to cash flows that are consistent with
a basic lending arrangement. Contractual cash flows are consistent with a basic lending
arrangement if they represent cash flows that are solely payments of principal and interest
on the principal amount outstanding (SPPI).

Principal is defined as the fair value of the instrument at initial recognition. Principal may
change over the life of the instrument due to repayments or amortisation of
premium/discount.

Interest is defined as the consideration for the time value of money and the credit risk
associated with the principal amount outstanding and for other basic lending risks and costs
(liquidity risk and administrative costs), and a profit margin.

If the Group identifies any contractual features that could significantly modify the cash flows
of the instrument such that they are no longer consistent with a basic lending arrangement,
the related financial asset is classified and measured at FVTPL.

Debt instruments measured at amortised cost

Debt instruments are measured at amortised cost if they are held within a business model
whose objective is to hold for collection of contractual cash flows, where those cash flows
represent solely payments of principal and interest. After initial measurement, debt
instruments in this category are carried at amortized cost. Interest income on these
instruments is recognised in interest income using the effective interest method. The
effective interest rate is the rate that discounts estimated future cash payments or receipts
through the expected life of the financial asset to the gross carrying amount of a financial
asset. Amortised cost is calculated by taking into account any discount or premium on
acquisition, transaction costs and fees that are an integral part of the financial transaction.

Impairment on debt instruments measured at amortised cost is calculated using the
expected credit loss approach. Loans and debt securities measured at amortised cost are
presented net of allowance for credit losses (ACL) in the statement of financial position.

Debt instruments measured at FVOCI

Debt instruments are measured at FVOCI if they are held within a business model whose
objective is to hold for collection the contractual cash flows and for selling financial assets,
where the assets’ cash flows represent payments that are solely payments of principal and
interest. Subsequent to initial recognition, unrealised gains and losses on debt instruments
measured at FVOCI are recorded in other comprehensive income (OCI). Upon
derecognition, realised gains and losses are reclassified from OCI and recorded in non-
interest income in the consolidated statement of revenue and expenses. Foreign exchange
gains and losses that relate to the amortised cost of the debt instrument are recognised in
the consolidated statement of revenue and expenses. Premiums, discounts and related
transaction costs are amortised over the expected life of the instrument to interest income in
the consolidated statement of revenue and expenses using the effective interest rate
method.
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(i)

Financial assets and liabilities (continued)
Debt instruments measured at FVOCI (continued)

Impairment on debt instruments measured at FVOCI is calculated using the expected
credit loss approach. The ECL on debt instruments measured at FVOCI does not reduce
the carrying amount of the asset in the statement of financial position, which remains at its
fair value. Instead, an amount equal to the allowance that would arise if the assets were
measured at amortised cost is recognised in OCI with a corresponding charge for credit
losses in the consolidated statement of revenue and expenses. The accumulated
allowance recognised in OCI is recycled to the consolidated statement of revenue and
expenses upon derecognition of the debt instrument.

Debt instruments measured at FVTPL

Debt instruments are measured at FVTPL if assets:

(i) Are held for trading purposes;

(i)  Are held as part of a portfolio managed on a fair value basis; or

(i)  Whose cash flows do not represent payments that are solely payments of principal
and interest.

These instruments are measured at fair value in the consolidated statement of financial
position, with transaction costs recognised immediately as part of non-interest income.

Realised and unrealised gains and losses are recognised as part of non-interest income in
the consolidated statement of revenue and expenses.

Debt instruments designated at FVTPL

Financial assets classified in this category are those that have been designated by the
Group upon initial recognition, and once designated, the designation is irrevocable. The
FVTPL designation is available only for those financial assets for which a reliable estimate
of fair value can be obtained. Financial assets are designated at FVTPL if doing so
eliminates or significantly reduces an accounting mismatch which would otherwise arise.

Financial assets designated at FVTPL are recorded in the consolidated statement of
financial position at fair value. Changes in fair value are recognised in non-interest income
in the consolidated statement of revenue and expenses.

Equity instruments

Equity instruments are classified into one of the following measurement categories:

. Fair value through profit or loss (FVTPL); or
o  Elected at fair value through other comprehensive income (FVOCI).

Equity instruments measured at FVTPL

Equity instruments are measured at FVTPL, unless an election is made to designate them
at FVOCI upon purchase, with transaction costs recognised immediately in the
consolidated statement of revenue and expenses as part of non-interest income.
Subsequent to initial recognition the changes in fair value are recognised as part of non-
interest income in the consolidated statement of revenue and expenses.
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(i)

Financial assets and liabilities (continued)
Equity instruments measured at FVOCI

At initial recognition, there is an irrevocable option for the Group to classify non-trading
equity instruments at FVOCI. This election is used for certain equity investments for
strategic or longer term investment purposes. This election is irrevocable and is made on
an instrument-by-instrument basis and is not available for equity instruments that are held
for trading purposes.

Gains and losses on these instruments including when derecognised/sold are recorded in
OCI and are not subsequently reclassified to the consolidated statement of revenue and
expenses. As such, there is no specific impairment requirement. Dividends received are
recorded in interest income in the consolidated statement of revenue and expenses. Any
transaction costs incurred upon purchase of the security are added to the cost basis of the
security and are not reclassified to the consolidated statement of revenue and expenses on
sale of the security.

Classification and measurement of financial liabilities
Financial liabilities are classified into one of the following measurement categories:

. Fair value through profit or loss (FVTPL)
e  Amortised cost; or
. Designated at FVTPL.

Financial liabilities measured at FVTPL

Financial liabilities measured at FVTPL are held principally for the purpose of repurchasing
in the near term, or form part of a portfolio of identified financial instruments that are
managed together and for which there is evidence of a recent actual pattern of short term
profit-taking. Financial liabilities are recognised on a trade date basis and are accounted for
at fair value, with changes in fair value and any gains or losses recognised in the
consolidated statement of revenue and expenses as part of the non-interest income.
Transaction costs are expensed as incurred.

Financial liabilities measured at amortised cost

Deposits and securities sold under repurchase agreements are accounted for at amortised
cost. Interest on deposits, calculated using the effective interest method, is recognised as
interest expense. Interest on securities sold under repurchase agreement , including
capitalised transaction costs, is recognised using the effective interest method as interest
expense.

Determination of fair value

Fair value of a financial asset or liability is the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between market participants in the
principal, or in its absence, the most advantageous market to which the Group has access
at the measurement date.
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Summary of material accounting policies (continued)

(i)

Financial assets and liabilities (continued)
Determination of fair value (continued)

The Group values instruments carried at fair value using quoted market prices, where
available. Unadjusted quoted market prices for identical instruments in active markets
represent a Level 1 valuation. When quoted market prices are not available, the Group
maximises the use of observable inputs within valuation models. When all significant inputs
are market observable, the valuation is classified as Level 2. Valuations that require the
significant use of unobservable inputs are considered Level 3.

Inception gains and losses are only recognised where the valuation is dependent only on
observable market data. Otherwise, they are deferred and amortised over the life of the
related contract or until the valuation inputs become observable. In determining the fair
value for certain instruments or portfolios of instruments, valuation adjustments or reserves
may be required to arrive at a more accurate representation of fair value. These
adjustments include those made for credit risk, bid-offer spreads, unobservable
parameters, constraints on prices in inactive or illiquid markets and when applicable
funding costs.

Derecognition of financial assets and liabilities
Derecognition of financial assets

A financial asset is derecognised when the contractual rights to the cash flows from the
asset has expired; or the Group transfers the contractual rights to receive the cash flows
from the financial asset; or has assumed an obligation to pay those cash flows to an
independent third-party; or the Group has transferred substantially all the risks and rewards
of ownership of that asset to an independent third-party. Management determines whether
substantially all the risk and rewards of ownership have been transferred by quantitatively
comparing the variability in cash flows before and after the transfer. If the variability in cash
flows remains significantly similar subsequent to the transfer, the Group has retained
substantially all of the risks and rewards of ownership. The derecognition criteria are applied
to the transfer of part of an asset, rather than the asset as a whole, only if such part
comprises specifically identified cash flows from the asset, a fully proportionate share of the
cash flows from the asset, or a fully proportionate share of specifically identified cash flows
from the asset.

Where substantially all the risks and rewards of ownership of the financial asset are neither
retained nor transferred, the Group derecognises the transferred asset only if it has lost
control over the asset. Control over the asset is represented by the practical ability to sell the
transferred asset. If the Group retains control over the asset, it will continue to recognise the
asset to the extent of its continuing involvement. At times, such continuing involvement may
be in the form of investment in senior or subordinated tranches of notes issued by non-
consolidated structured entities.

On derecognition of a financial asset, the difference between the carrying amount and the
sum of (i) the consideration received (including any new asset obtained less any new liability
assumed) and (ii) any cumulative gain or loss that had been recognised in other
comprehensive income is recognised in the consolidated statement of revenue and
expenses.
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Summary of material accounting policies (continued)

(i)

)]

(k)

Financial assets and liabilities (continued)

Transfers of financial assets that do not qualify for derecognition are reported as secured
financings in the consolidated statement of financial position.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged,
cancelled or expires. If an existing financial liability is replaced by another from the same
counterparty on substantially different terms, or the terms of the existing liability are
substantially modified, such an exchange or modification is treated as a derecognition of the
original liability and the recognition of a new liability at fair value. The difference in the
respective carrying amount of the existing liability and the new liability is recognised as a
gain/loss in the consolidated statement of revenue and expenses.

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.

Allowance for expected credit losses

The Group applies a three-stage approach to measure allowance for credit losses, using an
expected credit loss approach as required under IFRS 9, for the following categories of
financial instruments that are not measured at fair value through profit or loss:

Amortised cost financial assets;

Debt securities classified as at FVOCI;
Off-balance sheet loan commitments; and
Financial guarantee contracts.

Expected credit loss impairment model

The Group’s allowance for credit loss calculations are outputs of models with a number of
underlying assumptions regarding the choice of variable inputs and their
interdependencies. The expected credit loss impairment model reflects the present value of
all cash shortfalls related to default events either (i) over the following twelve months or (ii)
over the expected life of a financial instrument depending on credit deterioration from
inception. The allowance for credit losses reflects an unbiased, probability-weighted
outcome which considers multiple scenarios based on reasonable and supportable
forecasts.
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Summary of material accounting policies (continued)

(k)

Allowance for expected credit losses (continued)

Expected credit loss impairment model (continued)

The impairment model measures credit loss allowances using a three-stage approach based
on the extent of credit deterioration since origination:

Stage 1 — Where there has not been a significant increase in credit risk (SIR) since
initial recognition of the financial instrument, an amount equal to 12 months expected
credit loss is recorded. The expected credit loss is computed using a probability of
default occurring over the next 12 months. For those instruments with a remaining
maturity of less than 12 months, a probability of default corresponding to the remaining
term to maturity is used.

Stage 2 — When a financial instrument experiences a SIR subsequent to origination but
is not considered to be in default, it is included in Stage 2. This requires the
computation of expected credit loss based on the probability of default over the
remaining estimated life of the financial instrument.

Stage 3 — Financial instruments that are considered to be in default are included in this
stage. Similar to Stage 2, the allowance for credit losses captures the lifetime expected
credit losses.

Measurement of expected credit loss

The probability of default (PD), exposure at default (EAD), and loss given default (LGD)
inputs used to estimate expected credit losses are modelled based on macroeconomic
variables that are most closely related with credit losses in the relevant portfolio.

Details of these statistical parameters/inputs are as follows:

PD — The probability of default is an estimate of the likelihood of default over a given
time horizon. A default may only happen at a certain time over the remaining estimated
life, if the facility has not been previously derecognised and is still in the portfolio.

EAD — The exposure at default is an estimate of the exposure at a future default date,
taking into account expected changes in the exposure after the reporting date,
including repayments of principal and interest, whether scheduled by contract or
otherwise, expected drawdowns on committed facilities, and accrued interest from
missed payments.

LGD — The loss given default is an estimate of the loss arising in the case where a
default occurs at a given time. It is based on the difference between the contractual
cash flows due and those that the lender would expect to receive, including from the
realisation of any collateral. It is usually expressed as a percentage of the EAD.
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(k)

Allowance for expected credit losses (continued)
Forward-looking information

The estimation of expected credit losses for each stage and the assessment of significant
increases in credit risk consider information about past events and current conditions as
well as reasonable and supportable forecasts of future events and economic conditions.
The estimation and application of forward-looking information may require significant
judgment.

Macroeconomic factors

In its models, the Group relies on a broad range of forward-looking economic information as
inputs, such as: GDP growth, unemployment rates, central-bank interest rates, and house-
price indices. The inputs and models used for calculating expected credit losses may not
always capture all characteristics of the market at the date of the financial statements. To
reflect this, qualitative adjustments or overlays may be made as temporary adjustments
using expert credit judgment.

Multiple forward-looking scenarios

The Group determines its allowance for credit losses using three probability-weighted
forward-looking scenarios. The Group considers both internal and external sources of
information and data in order to achieve unbiased projections and forecasts. The Group
prepares the scenarios using forecasts generated by Scotiabank Economics (SE). The
forecasts are created using internal and external models which are modified by SE as
necessary to formulate a ‘base case’ view of the most probable future direction of relevant
economic variables as well as a representative range of other possible forecast scenarios.
The process involves the development of three additional economic scenarios and
consideration of the relative probabilities of each outcome.

The ‘base case’ represents the most likely outcome and is aligned with information used by
the Group for other purposes such as strategic planning and budgeting. The other scenarios
represent more optimistic and more pessimistic outcomes. The Group has identified and
documented key drivers of credit risk and credit losses for each portfolio of financial
instruments and, using an analysis of historical data, has estimated relationships between
macroeconomic variables, credit risk, and credit losses.

Assessment of significant increase in credit risk (SIR)

At each reporting date, the Group assesses whether there has been a significant increase in
credit risk for exposures since initial recognition by comparing the risk of default occurring
over the remaining expected life from the reporting date and the date of initial recognition.
The assessment considers borrower-specific quantitative and qualitative information without
consideration of collateral, and the impact of forward-looking macroeconomic factors.
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Summary of material accounting policies (continued)

(k)

Allowance for impairment losses (continued)
Assessment of significant increase in credit risk (SIR ) (continued)

The common assessments for SIR on retail and non-retail portfolios include
macroeconomic outlook, management judgement, and delinquency and monitoring.
Forward-looking macroeconomic factors are a key component of the macroeconomic
outlook. The importance and relevance of each specific macroeconomic factor depends on
the type of product, characteristics of the financial instruments, the borrower and the
geographical region. Quantitative models may not always be able to capture all reasonable
and supportable information that may indicate a significant increase in credit risk.
Qualitative factors may be assessed to supplement the gap. Examples of situations include
changes in adjudication criteria for a particular group of borrowers; changes in portfolio
composition; and natural disasters impacting certain portfolios. With regards to delinquency
and monitoring, there is a rebuttable presumption that the credit risk of the financial
instrument has increased since initial recognition when contractual payments are more than
30 days overdue.

Retail portfolio — For retail exposures, a significant increase in credit risk is assessed based
on thresholds that exist by product which consider the change in PD. The thresholds used
for PD migration are reviewed and assessed at least annually, unless there is a significant
change in credit risk management practices in which case, the review is brought forward.

Non-retail portfolio — The Group uses a risk rating scale (IG codes) for its non-retail
exposures. All non-retail exposures have an |G code assigned that reflects the probability
of default of the borrower. Both borrower specific and non-borrower specific (i.e.
macroeconomic) forward looking information is considered and reflected in the IG rating.
Significant increase in credit risk is evaluated based on the migration of the exposures
among |G codes.

Expected life

When measuring expected credit losses, the Group considers the maximum contractual
period over which it is exposed to credit risk. All contractual terms are considered when
determining the expected life, including prepayment, and extension and rollover options.
For certain revolving credit facilities, such as credit cards, the expected life is estimated
based on the period over which the Group is exposed to credit risk and how the credit
losses are mitigated by management actions.

Presentation of allowance for credit losses in the statement of financial position

. Financial assets measured at amortised cost: as a deduction from the gross carrying
amount of the financial assets;

. Debt instruments measured at fair value through other comprehensive income: no
allowance is recognised in the statement of financial position because the carrying
value of these assets is their fair value. The allowance determined is presented
separately in other comprehensive income;

. Off-balance sheet credit risks include undrawn lending commitments, letters of credit
and letters of guarantee, as a provision in other liabilities.
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Summary of material accounting policies (continued)

(k)

Allowance for impairment losses (continued)
Modified financial assets

If the terms of a financial asset are modified or an existing financial asset is replaced with a
new one, an assessment is made to determine if the existing financial asset should be
derecognised. Where a modification does not result in derecognition, the date of origination
continues to be used to determine SIR. Where a modification results in derecognition, the
new financial asset is recognised at its fair value on the modification date. The modification
date is also the date of origination for this new asset.

The Group may modify the contractual terms of loans for either commercial or credit
reasons. The terms of a loan in good standing may be modified for commercial reasons to
provide competitive pricing to borrowers. Loans are also modified for credit reasons where
the contractual terms are modified to grant a concession to a borrower that may be
experiencing financial difficulty.

For all financial assets, modifications of the contractual terms may result in derecognition of
the original asset when the changes to the terms of the loans are considered substantial.
These terms include interest rate, authorised amount, term, or type of underlying collateral.
The original loan is derecognised and the new loan is recognised at its fair value. The
difference between the carrying value of the derecognised asset and the fair value of the
new asset is recognised in the statement of revenue and expenses.

For all loans, performing and credit-impaired, where the modification of terms did not result
in the derecognition of the loan, the gross carrying amount of the modified loan is
recalculated based on the present value of the modified cash flows discounted at the
original effective interest rate and any gain or loss from the modification is recorded in
expected credit losses line in the statement of revenue and expenses.

Definition of default

The Group considers a financial instrument to be in default as a result of one or more loss
events that occurred after the date of initial recognition of the instrument and the loss event
has a negative impact on the estimated future cash flows of the instrument that can be
reliably estimated. This includes events that indicate:

o significant financial difficulty of the borrower;
. default or delinquency in interest or principal payments;

. high probability of the borrower entering a phase of bankruptcy or a financial
reorganisation;

. measurable decrease in the estimated future cash flows from the loan or the
underlying assets that back the loan.
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Summary of material accounting policies (continued)

(k)

(N

(m)

Allowance for impairment losses (continued)

The Group considers that default has occurred and classifies the financial asset as
impaired when it is more than 90 days past due, unless reasonable and supportable
information demonstrates that a more lagging default criterion is appropriate.

Write-off policy

The Group writes off an impaired financial asset (and the related impairment allowance),
either partially or in full, when there is no realistic prospect of recovery. Where financial
assets are secured, write-off is generally after receipt of any proceeds from the realisation
of security. In circumstances where the net realisable value of any collateral has been
determined and there is no reasonable expectation of further recovery, write-off may be
earlier. Credit card receivables 90 days past due are written-off. In subsequent periods,
any recoveries of amounts previously written off are credited to expected credit losses in
the consolidated statement of revenue and expenses.

Repurchase and reverse repurchase agreements

Securities sold under an agreement to repurchase the asset at a fixed price on a future
date (repurchase agreements) and securities purchased under an agreement to resell the
asset at a fixed price on a future date (reverse repurchase agreements) are treated as
collateralised financing transactions. In the case of reverse repurchase agreements, the
underlying asset is not recognised in the Group’s financial statements; in the case of
repurchase agreements the underlying collateral is not derecognised but is segregated as
pledged assets. The difference between the sale/purchase and repurchase/resale price is
recognised as interest over the life of the agreements using the effective interest method.

Acceptances and guarantees

A financial guarantee is a contract that contingently requires the Group to make specified
payments to reimburse the holder for a loss it incurs because a specified debtor failed to
make payment when due in accordance with the original or modified terms of a debt
instrument. Guarantees include standby letters of credit, letters of guarantee,
indemnifications or other similar contracts.

Financial guarantees are initially measured at fair value. Subsequently, they are measured
at the higher of the loss allowance determined in accordance with IFRS 9 [note 2(0)] and
the amount initially recognised, less where appropriate, the cumulative amount of income
recognised in accordance with the principles of IFRS 15. Management has determined
that the amounts initially recognised is immaterial to the financial statements. The Group’s
and Bank’s commitments under acceptances, guarantees and letters of credit as at
October 31, 2024 total $15,036,109 (2023: $12,534,781) and $15,036,109 (2023:
$12,534,781), respectively. In the event of a call on these commitments, the Group and
Bank have equal and offsetting claims against its customers.
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Summary of material accounting policies (continued)

(n)

(o)

(p)

Property and equipment

Land is measured at historical cost. All other property and equipment are measured at
historical cost less accumulated depreciation and, if any, accumulated 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 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 an expense in profit or loss during the financial period in which it is incurred.

Depreciation and amortisation are calculated on the straight-line method over the estimated
useful life of the related assets less any residual value as follows:

Buildings 40 Years

Furniture, fixtures and equipment 10 Years

Computer equipment 4 Years

Motor vehicles 5 Years

Leasehold improvements Period of lease

Right-of-use assets The shorter of the asset's useful life and

the lease term

The depreciation methods, useful lives and residual values are reassessed at each reporting
date.

Property 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 and equipment are determined by reference to
their carrying amount and are taken into account in determining the profit or loss for the
year.

Investment in subsidiaries

Investments by the Bank in subsidiaries are measured at cost less impairment losses in
the separate financial statements.

Intangible assets
Computer software

Costs associated with developing or maintaining computer software programs are
recognised 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.
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Summary of material accounting policies (continued)

(9)

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 and 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 services are recognised in
the following manner: Short-term employee benefits are recognised as a liability, net of
payments made, and charged as an expense.