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MEDIA RELEASE 
September 3, 2015 

  
SCOTIA GROUP JAMAICA REPORTS THIRD QUARTER FINANCIAL RESULTS 
 
      
 
 
 
 
 
 
 
 

Scotia Group reports net income of $6.16 billion for the nine months ended July 31, 2015 representing return 

on average equity of 10.22%. This compares with the restated net income of $7.97 billion for the period 

ended July 31, 2014 and return on average equity of 14.33%. The reduction was impacted by Asset Tax 

expense of $1.29 billion based on the adoption of IFRIC 21, Levies, as well as the increase in the Asset Tax 

rates imposed in May 2014. The net income for this quarter, Q3 2015, was $2.31 billion, which is in line with 

the results for the second quarter ended April 30, 2015 of $2.36 billion. 
 

The Board of Directors today approved a third interim dividend of 40 cents per stock unit payable on   

October 15, 2015, to stockholders on record at September 23, 2015.   

Jackie Sharp, President & CEO said, “While our core business and assets continued to grow over the last nine 

months, the Group’s profitability was impacted by shrinking margins and the significant increase in Asset 

Taxes.   Despite this impact, our Group posted commendable results for the quarter, driven by new client 

acquisition and growth in our key business lines: deposits and lending, insurance, asset management, and 

improvement in the risk profile of our assets.    
 

We continue to execute initiatives to improve operating efficiencies while helping our customers to enhance 

their experience through the use of more convenient and more cost-effective electronic channels.   We 

improved our retail internet banking platform to allow our customers to transfer funds to accounts at any 

participating financial institution, allowing them to make payments with ease. In our continued thrust to 

support the SME sector, we were pleased to launch Scotia Vision Achiever, where 24 small business owners 

will go through a 17 week business coaching programme designed to improve their core competency for 

running a business. 
 

We remained focused on being the number one financial service provider to our customers at all times; 

delivering solid results every quarter; and the right financial solutions to create wealth and make them 

financially better off.” 

YEAR TO DATE 2015 HIGHLIGHTS     
• Net Income of $6.16 billion  
• Net Income available to common shareholders 

of $6.01 billion 
• Earnings per share of $1.93 
• Return on Average Equity of 10.22% 
• Productivity ratio of 64.96% 
• Year to date dividends of $1.20 per share 

THIRD QUARTER 2015 HIGHLIGHTS  
• Net Income of $2.31 billion  
• Net Income available to common shareholders 

of $2.25 billion 
• Earnings per share of $0.72 
• Return on Average Equity of 11.27% 
• Productivity ratio of 62.10% 
• Third quarter dividend of 40 cents per share 
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GROUP FINANCIAL PERFORMANCE 

TOTAL REVENUES 

 

Total revenue for the nine months was $26.3 billion, a decrease of $319 million or 1.20% over prior year. For the 

this quarter, Q3 2015, total revenue of $8,621 million was down $103 million or 1.18% when compared to  

Q2 2015.  The diversified earning stream for the Group continues to provide sustainable revenues from each 

business line as outlined below:  

 

J$ M illion YTD 2015 % Contribution

Re ve nue

Tre a sury 2,195         8%

Re ta il Ba nking 11,881        45%

Corpora te  Ba nking 5,719         22%

Inve stm e nt M a na ge m e nt Se rvice s 2,429         9%

Insura nce  Se rvice s 3,433         13%

Othe r 692            3%

Tota l Re ve nue s 26,349        100%
 

 

 

NET INTEREST INCOME AFTER IMPAIRMENT LOSSES 

 

Net interest income after impairment losses for the period was $16.9 billion, an increase of $76 million when 

compared with the same period in 2014. Our strong risk management culture has resulted in a reduction in the 

impairment losses on loans by $309 million, due to enhanced adjudication, monitoring and collection efforts. The 

Group continues to report strong growth in loan volumes during the year, particularly for our Residential 

Mortgages, Consumer and Commercial portfolios, however net interest margins continue to decline due to lower 

market interest rates and the competitive environment.  

 

OTHER REVENUE 
 

Other revenue for the period amounted to $8.3 billion, a decrease of $85 million compared to 2014, and down 

$164 million or 5.89% compared to last quarter. Net fee and commission income increased by $573 million or 

13.4% year over year, and $19 million or 1.1% quarter over quarter. This was primarily due to increased 

transaction volumes across all portfolios, which was more pronounced in our credit card and merchant service 

business. However, we reported lower insurance revenue, lower net gains on foreign currency activities and 

financial assets in the Investment Management segment of the Group.  
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OPERATING EXPENSES AND PRODUCTIVITY 
 

Our productivity ratio was 64.96% for 2015, compared to 60.34% for the same period as at July 31, 2014. 

Operating Expenses for the nine months amounted to $16.05 billion, an increase of $1.34 billion or 9.07% 

compared to the similar period last year. The increase in operating expenses is due primarily to the 

increase in the Asset Tax resulting from the adoption of IFRIC 21, Levies as well as the increase in the rates 

from 0.14% to 0.25% for regulated financial institutions, except insurance companies where the increase 

was from 0.14% to 1.00%. This resulted in Asset Tax of $1.29 billion being recorded in the financial results 

for July  2015, compared to $484 million for July 2014, an increase of $803 million. Excluding the impact of 

Asset Tax, operating expenses would have increased by $533 million or 3.7%, which is in line with inflation. 

The Group continues to focus on executing various initiatives to drive greater efficiencies and manage 

structural operating costs.    
 

 

 

GROUP FINANCIAL CONDITION 
 

ASSETS 
 

Total assets increased year over year by $23.4 billion or 5.8% to $424 billion as at July 31, 2015. The 

growth was primarily attributable to increases of $4.1 billion or 2.9% in Loans, net of allowance for 

impairment losses, $8.1 or 5.4% billion in investment and pledged assets and $8.8 billion in other assets 

resulting from higher retirement benefit asset.  

 

Loans, after allowance for impairment losses amounted to $148.7 billion as at July 31, 2015. Non-

performing loans (NPLs) at July 31, 2015 totaled $4.7 billion, representing 3.10% of total gross loans down 

from 3.31 % last year and 3.26% as at April 30, 2015.  The Group’s aggregate loan loss provision as at July 

31, 2015 was $5.2 billion, representing over 100% coverage of the total non-performing loans.   

 

LIABILITIES 
 

Total customer liabilities represented by deposits, securities sold under repurchase agreements, and 

policyholders’ funds grew to $315 billion, an increase of $11.6 billion or 3.8% compared to 2014. A 

significant portion of the growth was reflected in core deposits, which grew by 9.5% year over year, as 

customer continue to reflect confidence in the strength of the bank. Our Securities sold under repurchase 

agreements however, declined in keeping with our strategy of positioning Scotia Investments as the 

premier institution for mutual funds and asset management. As at the end of July 2015, our funds under 

management grew by 13.4% to $107.3 billion year over year.  
 

CAPITAL 

 

Total shareholders’ equity grew to $85 billion, increasing by $7.6 billion or 9.8% over July 31, 2014 as a 

result of internally generated profits. We continue to exceed regulatory capital requirements in all our 

business lines, and our strong capital position also enables us to take advantage of future growth 

opportunities.  
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OUR COMMITMENT TO THE COMMUNITY 

 

During the quarter, Scotiabank made significant donations to the Health and Education sectors. We primarily 

focused our activities around youth development through a myriad of events in recognition of Child's Month.  

Under the ScotiaFoundation brand, we sensitized the nation through public service announcements, 

symposiums and fund raising events about the importance of prioritizing the safety and security of our 

children. Collaborations were forged as ScotiaFoundation partnered with a host of state agencies to highlight 

the plight of children across the island especially as it relates to abuse, and hosted the ‘Many Rivers To Cross 

For Our Children’ Benefit Dinner in partnership with the Jimmy Cliff Foundation, where over $4.5 million was 

raised.  

    

We also supported a number of scholars who participated in tertiary level programs overseas. Additionally, 

ScotiaFoundation contributed to health care through a donation to Rehab Plus Limited and the Scoliosis and 

Spine Care programme. 

 

 

Scotia Group Jamaica takes this opportunity to thank all of our stakeholders. To our customers, thank you for 

your loyalty and your business. To our shareholders, thank you for the commitment, trust and confidence you 

continue to show in us.  Our continued success for over 125 years is as a result of the great execution by our 

team of skilled and dedicated employees, and we thank them for their professionalism and commitment. 
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SCOTIA GROUP JAMAICA LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
July 31, 2015 

 

1. Identification 

Scotia Group Jamaica Limited (the Company) is a 71.78% subsidiary of The Bank of Nova Scotia, which is incorporated and 

domiciled in Canada and is the ultimate parent.  

The Company is the parent of the Bank of Nova Scotia Jamaica Limited (100%), Scotia Investments Jamaica Limited 

(77.01%) and Scotia Jamaica Micro Finance Limited (100%). 

Effective June 30, 2015, Interlink Investments Limited, a 100% subsidiary of Scotia Investments Jamaica Limited was 

liquidated (refer to note 12). 

 

2. Basis of presentation 

The interim condensed consolidated financial statements have been prepared in accordance with IAS 34, ‘Interim financial 

reporting’. The accounting policies adopted in the preparation of the interim condensed consolidated financial statements 

are consistent with those applied in the preparation of the Group’s annual consolidated financial statements for the year 

ended October 31, 2014, which was prepared in accordance with International Financial Reporting Standards, except for 

the adoption of relevant new standards and interpretations effective as of January 1, 2014. These financial statements are 

presented in Jamaican dollars, which is the Group’s functional currency. 

 

New and revised standards that became effective during the financial year: 

 

IFRIC 21, Levies, effective for accounting periods beginning on or after January 1, 2014 provides guidance on accounting 

for levies in accordance with the requirements of IAS 37, Provisions, Contingent Liabilities and Contingent Assets. The 

interpretation defines a levy as an outflow from an entity imposed by a government in accordance with legislation. It 

requires an entity to recognise a liability for a levy when and only when the triggering event specified in the legislation 

occurs. This standard impacted the Group’s financial results and was also applied retrospectively in accordance with the 

transition provisions of the standard, refer to note 10. 

 

Amendments to IFRS 10, Consolidated Financial Statements, IFRS 12- Disclosure of interest in Other Entities and IAS 27- 

Consolidated and Separate Financial Statements is effective for accounting periods beginning on or after January 1, 2014. 

The amendments define an investment entity and require a parent that is an investment entity to measure its investments 

in particular subsidiaries at fair value through profit or loss, instead of consolidating those subsidiaries in its consolidated 

financial statements. In addition, the amendments introduce new disclosure requirement related to investment entities in 

IFRS 12, Disclosure of Interests in Other Entities and IAS 27, Separate financial Statements. This standard did not have any 

effect on the interim financial statements. 

 

        Improvements to IFRS 2010-2012 and 2011-2013 cycles contain amendments to certain standards and interpretations  

        and are effective for accounting periods beginning on or after July 1, 2014. The main amendments applicable to the  

        Group are as follows: 

 

• IFRS 3, Business Combinations is amended to clarify the classification and measurement of contingent 

consideration in a business combination.  When contingent consideration is a financial instrument, its 

classification as a liability or equity is determined by reference to IAS 32, Financial Instruments: Presentation, 

rather than to any other IFRS.  Contingent consideration that is classified as an asset or a liability is always 

subsequently measured at fair value, with changes in fair value recognized in profit or loss.  Consequential 

amendments are also made to IAS 39, Financial Instruments: Recognition and Measurement and IFRS 9, Financial 

Instruments to prohibit contingent consideration from subsequently being measured at amortised cost. In 

addition, IAS 37, Provisions, Contingent Liabilities and Contingent Assets is amended to exclude provisions related 

to contingent consideration of an acquirer. IFRS 3, has also been amended to clarify that the standard does not 

apply to the accounting for the formation of all types of joint arrangements in IFRS 11, Joint Arrangements i.e. 

including joint operations in the financial statements of the joint arrangements themselves. 
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SCOTIA GROUP JAMAICA LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

July 31, 2015 

 

2.  Basis of presentation (continued) 

 

 Improvements to IFRS 2010-2012 and 2011-2013 cycles amendments (continued) : 
 

•   IFRS 13, Fair Value Measurement is amended to clarify that issuing of the standard and consequential amendments 

to IAS 39, and IFRS 9, did not intend to prevent entities from measuring short-term receivables and payables that 

have no stated interest rate at their invoiced amounts without discounting, if the effect of not discounting is 

immaterial. 

 

•   IAS 24, Related Party Disclosures has been amended to extend the definition of ‘related party’ to include a       

management entity that provides key management personnel services to the reporting entity, either directly or 

through a group entity.  For related party transactions that arise when key management personnel services are 

provided to a reporting entity, the reporting entity is required to separately disclose the amounts that it has 

recognized as an expense for those services that are provided by a management entity; however, it is not required 

to ‘look through’ the management entity and disclose compensation paid by the management entity to the 

individuals providing the key management personnel services. 

The Improvements to IFRS 2010-2012 and 2011-2013 cycles had no material impact on the Group’s interim results. 

  

         Basis of consolidation 

 The consolidated financial statements include the assets, liabilities, and results of operations of the Company and its            

subsidiaries presented as a single economic entity. Intra-group transactions, balances, and unrealized gains and losses are 

eliminated in preparing the consolidated financial statements. 

  

3. Financial Assets 

The Group classifies its financial assets in the following categories: financial assets at fair value through profit and loss; loans 

and receivables; held-to-maturity; and available-for-sale financial assets. Management determines the classification of its 

investments at initial recognition.   

Financial Assets at Fair Value through Profit and Loss                                                                         

This category includes a financial asset acquired principally for the purpose of selling in the short term or if so designated by 

management.  

Loans and receivables   

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an 

active market. They arise when the Group provides money or services directly to a debtor with no intention of trading the 

receivable. 

Held-to-Maturity 

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed maturities 

that the Group’s management has the positive intention and ability to hold to maturity. 

Available-for-sale 

Available-for-sale investments are those intended to be held for an indefinite period of time, and may be sold in response to 

needs for liquidity or changes in interest rates or equity prices.  

Available-for-sale investments and financial assets at fair value through profit and loss are carried at fair value. Loans and 

receivables are carried at amortised cost using the effective interest method. Gains and losses arising from changes in the 

fair value of trading securities are included in the statement of revenue and expenses in the period in which they arise. 

Gains and losses arising from changes in the fair value of available-for-sale financial assets are recognized directly in the 

statement of comprehensive income. Interest calculated using the effective interest method is recognized in the statement 

of revenue and expenses. 
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SCOTIA GROUP JAMAICA LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

July 31, 2015 

 

4. Pledged Assets 

Assets are pledged to other financial institutions, regulators, the clearing house and as collateral under repurchase 

agreements with counterparties.       

($ Millions)                           

                  2015      2014  

Investments pledged as collateral for securities  

   sold under repurchase agreements                                    39,210   46,538   

Capital Management and Government Securities funds                         9,749                 8,385 

Securities with regulators, clearing houses and other 

   financial institutions                    9,615                11,304   

                                                                                                              58,574                  66,227         

5. Insurance and investment contracts 

Insurance contracts are those contracts that transfer significant insurance risks. Such contracts may also transfer 

financial risk. As a general guideline, the Group defines as significant insurance risk, the possibility of having to pay 

benefits at the occurrence of an insured event that is at least 10% more than the benefits payable if the insured event 

did not occur.  

 

6. Loan loss provision 

IFRS loan loss provision is established on the difference between the carrying amount and the recoverable amount of 

loans. The recoverable amount being the present value of expected future cash flows, discounted based on the interest 

rate at inception or last reprice date of the loan. Regulatory loan loss provisioning requirements that exceed these 

amounts are maintained within a loan loss reserve in the equity component of the statement of financial position. 

 

 

7. Property, plant and equipment 

All property, plant and equipment are stated at cost less accumulated depreciation. 

 

 

8. 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. 

 

 

9.     Employee benefits 

The Group operates both defined benefit and defined contribution pension plans. The assets of the plans are held in 

separate trustee-administered funds. The pension plans are funded by contributions from employees and by the 

relevant group companies, taking into account the recommendations of qualified actuaries.  

 

Defined Benefit Plan: 

The asset or liability in respect of the defined benefit plan is the difference between the present value of the defined 

benefit obligation at the reporting date and the fair value of plan assets.  
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SCOTIA GROUP JAMAICA LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

July 31, 2015 

 

    9.     Employee benefits (continued) 

    

    Defined Benefit Plan: 

Where a pension asset arises, the amount recognised is limited to the present value of any economic benefits 

available in the form of refunds from the plan or reduction in future contributions to the plan. The pension costs are 

assessed using the Projected Unit Credit Method. Under this method, the cost of providing pensions is charged as 

an expense in such a manner as to spread the regular cost over the service lives of the employees in accordance 

with the advice of the actuaries, who carry out a full valuation of the plan every year in accordance with IAS 19.                            

Re-measurements comprising actuarial gains and losses, return on plan assets and change in the effect of asset 

ceiling are reported in other comprehensive income The pension obligation is measured as the present value of the 

estimated future benefits of employees, in return for service in the current and prior periods, using estimated 

discount rates based on market yields on Government securities which have terms to maturity approximating the 

terms of the related liability.  

 

Other post-retirement obligations: 

The Group also provides supplementary health care and insurance benefits to qualifying employees upon 

retirement. The entitlement to these benefits is usually based on the completion of a minimum service period and 

the employee remaining in service up to retirement age. The expected costs of these benefits are accrued over the 

period of employment, using an accounting methodology similar to that for defined benefit pension plans. These 

obligations are valued annually by qualified independent actuaries.  

 

Defined contribution plan- contributions to this plan are charged to the statement of revenue and expenses in the 

period to which they relate. 

 

 

10.        Restatement of Comparative Financial Information 

 

 

a) Adoption of IFRIC 21, Levies:- 

Scotia Group adopted IFRIC 21, Levies, which is effective for annual periods beginning on or after      

January 1, 2014. IFRIC 21 clarifies that the obligating event that gives rise to a liability to pay a levy is the 

event identified by the legislation that triggers the obligation to pay the levy. The Institute of Chartered 

Accountants of Jamaica has issued an advisory to clarify the accounting treatment of Asset Tax under   

IFRIC 21, which indicates that the obligating event for Asset Tax under the Taxation Act is the entity being 

in existence for any part of the Year of Assessment. Therefore the liability for Asset Tax is triggered on the 

first day of an entity’s financial year which forms the basis period for the Year of Assessment. 

Consequently, the full liability relating to the Asset Tax for the Group has been accounted for on   

November 1, 2014, the first day of the 2015 financial year. Prior to IFRIC 21, the asset tax was accrued 

evenly throughout the financial year.  The financial statements for the prior periods were restated to show 

the effect of these changes on the statement of revenue and expenses and statement of financial position. 

The impact of IFRIC 21 on the 2015 and 2014 financial statements are outlined below. 

 

b) Reclassification of premium tax  

Tax on insurance premium income represents tax on revenues, rather than profits as required by IAS 12, 

Income Taxes.  Premium income tax was therefore reclassified from taxation to operating expenses on the 

Statement of Revenue and Expenses. 
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SCOTIA GROUP JAMAICA LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
July 31, 2015  

 

10.  Restatement of Comparative Financial Information (continued) 

                                                

                                                                           For the Nine Months Ended

Includes IFRIC 21 Incremental Excludes IFRIC 21 Includes IFRIC 21 Incremental Excludes IFRIC 21

As reported Effect of IFRIC 21 Restated Effect of IFRIC 21 As previously reported

July 31, 2015 July 31, 2015 July 31, 2014 July 31, 2014

Net Income $'Millions 6,159                 315                     6,474                 7,975                          (369) 7,606                          

Net Income attributable to common 

shareholders $'Millions 6,007                 306                     6,313                 7,715                          (363) 7,352                          

Earnings per share $1.93 $0.10 $2.03 $2.48 ($0.12) $2.36

Return on average equity (annualized) 10.22% 0.45% 10.67% 14.33% -0.59% 13.74%

Return on assets (annualized) 1.89% 0.09% 1.98% 2.56% -0.12% 2.44%

Productivity ratio 64.96% -1.22% 63.74% 60.34% 1.13% 61.47%

  
                                   For the Nine Months Ended                                        For the Three Months Ended

$'Millions

As previously 

reported

                            

Effect of Reclassification Restated 

As previously 

reported

                            

Effect of Reclassification Restated 

July 31, 2014 IFRIC 21 of Premium Tax July 31, 2014 July 31, 2014 IFRIC 21 of Premium Tax July 31, 2014

Statement of Revenue and Expenses

Total operating income 25,292               -                      -                     25,292                        8,814                 -                              -                   8,814                  

Operating expenses (15,016) 369 (67) (14,714) (5,115) 312 (22) (4,825)

Profit before taxation 10,276               369 (67) 10,578                        3,699                 312 (22) 3,989

Taxation (2,670) -                      67 (2,603) (998) -                              22                    (976)

Profit for the period 7,606                 369 -                     7,975                          2,701                 312 -                   3,013                  

Statement of Financial Position 

As previously 

reported Effect of IFRIC 21 Reclassification Restated 

As previously 

reported Effect of IFRIC 21 Reclassification Restated 

July 31, 2014 of Premium Tax July 31, 2014 October 31, 2014 of Premium Tax October 31, 2014

Total assets 401,055             -                      -                     401,055                      407,030             -                              -                   407,030              

Total liabilities 324,480             (852) 323,628                      328,327             (1,190) -                   327,137              

Stockholders' equity 76,575               852                     77,427                        78,703               1,190                          -                   79,893                

401,055             -                      -                     401,055                      407,030             -                              -                   407,030               
 

 

11.    Segment reporting 

        The Group is organized into six main business segments: 

� Retail Banking – incorporating personal banking services, personal deposit accounts, credit and debit cards, customer 

loans and mortgages; 

�     Corporate and Commercial Banking – incorporating non-personal direct debit facilities, current accounts, deposits, 

overdrafts, loans and other credit facilities and foreign currency transactions;  

�     Treasury – incorporating the Group’s liquidity and investment management function, management of correspondent 

bank relationships, as well as foreign currency trading; 

�      Investment Management Services- incorporating investments, unit trusts, pension and other fund management, 

brokerage and advisory services, and the administration of trust accounts. 

�      Insurance Services – incorporating the provision of life and medical insurance, individual pension administration and  

annuities; 

�     Other operations of the Group comprise the parent company and non trading subsidiaries. 

 

   Transactions between the business segments are on normal commercial terms and conditions. The Group’s operations are          

located mainly in Jamaica. The operations of subsidiaries located overseas represent less than 10% of the Group’s          

operating revenue and assets.  
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SCOTIA GROUP JAMAICA LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

July 31, 2015 

 

12.   Liquidation of Subsidiary     

     

      Effective June 30, 2015, Interlink Investments Limited, a 100% subsidiary of Scotia Investments Jamaica Limited was                

      liquidated. The details of the assets and liabilities liquidated and proceeds on liquidation were as follows: 

 

         ($ Thousands)                      

 (a) Analysis of the assets and liabilities on winding-up  : 

 

                                                                                      Interlink Investments Limited 

                                                                                                                  2015 

               Cash and cash equivalents                                                   2,316  

 

        (b)   Net cash inflow on winding-up:  

                                                                                                             The Group  

                                                                                                                   2015             

                Cash and cash equivalents in subsidiary liquidated          2,316 

 

       (c) Gain/(Loss) on winding-up of subsidiary reported in Other Revenue:          

  

                                                                                                             The Group   

                                                                                                                  2015             

               Proceeds                                                                                  2,316 

               Net assets on winding-up                                                   ( 2,316)      

                                                                                                                       -     .          

 

 

 

 

  

 

 


