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To be a leader, catalyst and model of sustainable
development in the Commonwealth of Dominica by
facilitating social and economic investments, partnering
with and adding value to all our stakeholders.
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To be a premier development finance institution in the
Caribbean region.
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AFS Available for Sale
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CARICOM Caribbean Community
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BANDES  Banco de Desarrollo Econémico y Social de Venezuela

DAIDB Dominica Agricultural Industrial & Development Bank
(also known as AID Bank)
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NBD National Bank of Dominica
NEP National Employment Program
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Ch al man ,S Honourable Roosevelt Skerrit

Prime Minister and Minister for Finance

Prime Minister’s Office
Letter Of Financial Centre

Kennedy Avenue

Transmittal = rose

Commonwealth of Dominica
September 30, 2016
Dear Honourable Prime Minister,

Pursuant to Section 22[i], Chapter 74:03 of the Laws of the
Commonwealth of Dominica [1990 Revised Edition] | have the
honour to submit to you, on behalf of the Board of Directors, the
Annual Reporton the operations and Audited Financial Statements
of the Dominica Agricultural Industrial and Development Bank for
the Financial Year ended June 30, 2016.

Please accept, Honourable Prime Minister, the assurances of my
highest consideration.

Yours sincerely,
DOMINICAAGRICULTURALINDUSTRIALAND DEVELOPMENT
BANK

Mr. Martin Charles
Chairman
Board of Directors
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Chairman’s
Statement

June 2016

Dear Shareholders,

On behalf of the Board of Directors, | am especially
delighted to present the Bank’s Annual Report for
the financial year ended June 30, 2016.

The financial year 2016 was indeed a challenging
one, particularly in light of the loss of human life,
destruction of physical infrastructure and negative
impact on the Dominican economy caused by
Tropical Storm Erika in August 2015. As a result of
this storm, the country’s economic output declined
by an estimated 3.9 percent in 2015.

Nonetheless, the Bank has remained relevant to
development in the face of adversities. We made
direct financial contributions to persons affected
by the storm, we made space available in our
industrial estate for relief supplies and provided
grace periods to customers where needed. We
continued to prioritize sustainable investments in
the productive and other important sectors of the
economy. | am deeply proud of the work that this
Bank has done, and the impact that it has had on
thousands of lives for the past 45 years.

AID Bank plays a developmental role which is not
comparable to that of commercial banks. It is
expected that we serve as a vehicle to promote the
economic prosperity of the citizenry and therefore,
our lending decisions are not solely based on
profitability but also embraces the social and
economic developmental potential of projects.
These types of projects are not always viable and
pose a great challenge to the Bank but all the same,
these are necessary risks that the bank must take in
the fulfilment of its mandate.

In the past financial year, the Bank has had to work
hard to achieve positive financial results, and | am
pleased to report a modest profit on operations of
$1,200,790, as at June 30, 2016.
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Manufacturing: Machinery

Amid mounting uncertainty to finance its lending activities
because of lack of lines of credit from our traditional
lenders, the bank had to mobilize funding from local
financial institutions amounting to $15 million together
with the use of internally generated funds which eased
liquidity pressures.

In an effort to achieve its financial targets the Bank
mounted a marketing campaign in the beginning of the
financial year resulting in the growth of the loan portfolio
by 4.02 percent from $162.49 million in June 2015 to
$169.02 million by June 2016. This is consistent with the
general decline experienced in banks’ credit to the private
sector.

However, the subdued economic environment negatively
impacted the Bank’s lending activities resulting in
approvals of $13.7 million, which were 52.3 percent lower
than the previous year, and in disbursements of $17.45
million, which were 15.12 percent lower than the previous
year.

Last year | reported that the bank would be challenged by
its non-performing loans. Notwithstanding the economic
climate between 2009 and 2012, the bank invested heavily

in large projects which have negatively impacted the bank.
To this end, the bank has had to putin place the necessary
framework to deal with delinquent borrowers. | therefore,
urge these borrowers to make good on their promise, to
pay the bank and as a consequence, fundamental changes
are being made in the approval process of loans. We can
no longer operate business as usual.

Shareholders, it is the Board’s collective wish that the
bank will soar like an eagle and reach ever greater heights.
For this reason, the bank is rebooting with a new business
development and delivery model which will enhance its
relationship with its clients, raise performance, efficiency
and income while maintaining development impact. This
we believe is the trajectory of sustainable growth for the
bank and for our country.

The Bank continued to roll-out the action plans identified
in its strategic plan 2014-2017. The following are the
highlights of activities geared at achieving our goals and
objective:

I. To enhance its customer care and corporate image,
the Credit Operations and other staff received training
in contemporary selling techniques and planning its
marketing activities. The Bank also began exploring
the rebranding of the institution.

2. To improve internal business processes, the Bank
is tackling head-on its internal controls which are
being strengthened through new and enhanced
policies and procedures. Revised credit and human
resource policies and procedures were both approved
during the financial year. The internal audit function
continued with comprehensive, independent and
objective assurance on the internal controls by
aligning audits to key business risks and operational
and financial priorities based on the Bank’s overall
strategy.

3. Toaugmentthe dataandinformation usedin decision
making, the Management Information Systems Unit
was involved in several projects aimed at improving
access to data and information as well as improving
responsiveness to the needs and circumstances of our
customers.

4. To facilitate a fresh look at the Bank’s human
resources and to make strategic changes that will
strengthen these resources, the Bank had engaged
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Manufacturing: Bee-Keeping

external consultants to review its human capacity and
the final report was received during the year and is
being reviewed for implementation in the financial
year 2016/2017.

Risk
Management Framework, significant progress was

5. To implement an effective Enterprise
made towards the formalization of the Bank’s Risk
Appetite Statement to include clearly articulated
tolerance and concentration limits for loans granted
in the social and productive sectors served by the

Bank.

6. To facilitate space for small business enterprises, the
Bank has been renovating and modifying the Geneva
Shed in Grand Bay for the Ministry of Commerce,
Enterprise and Small Business Development to
be used as a Business Enterprise Centre targeting

individuals from the South and South East who were
affected by the storm.

We are indebted to the Government of Dominica for
its continued financial and moral support. We are
particularly thankful to the Honorable Prime Minister
and Minister of Finance for his bold vision, expressed in
his Budget Address 2016-2017, of building resilience in the
economy, through various measures including pursuing

export diversification and increasing access to finance.

We express heartfelt appreciation for the $25 million
concessionary line of credit to the AID Bank from the
Citizenship by Investment Funds for on-lending to
customers in the key growth sectors of agriculture and
tourism.

We also express our profound thanks to the Financial
Secretary for her steadfast support to the bank and for
her oversight in ensuring that the bank operates within
best practices.

Special tribute is paid to members of the Board of
Directors for their unstinting support. | thank you for your
great job in shepherding the bank during the year and for
all the work you have done since your mandate began.

We express sincere appreciation to management and staff
for their contributions and commitment throughout the
year.

The Bank celebrated its 45™ anniversary in November 2016.
Please allow me at this juncture to salute three of our senior
staff members who have journeyed with the bank. | speak
here of Dr. Emaline Harris Collymore, former Executive
Manager, Corporate Affairs who served the bank for 30
years, Ms. V Elfreda Abraham, former Senior Manager,
Finance and Accounts who served the bank for 32 years
and Mrs. Ursula McDowell-Job, former Senior Manager,
Human Resource and Administration who served the bank
for 27 years. All three former employees retired during the
calendar year 2016. On behalf of the Board of Directors,
Management and Staff, | wish to thank all three of you
for your years of loyal and dedicated service to the bank. |
wish you well in your future undertakings.

We are grateful to the Development Bank of St. Lucia,
Grenada and Belize which readily responded to the needs
of two staff members who lost their homes as a result of
Tropical Storm Erika.

We express our solid commitment to our customers. As
the only development Bank in Dominica we are devoted
to fulfilling our role in the development of a resilient
Dominica.
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DAIDB Five-Year Highlights

At A Glance

INCOME STATEMENT

Interest Income

- Interest Expense

= Net interest Income

+ Other Income Net

= Operating Income

- Staff Costs

- Administrative Costs

- Provisions

= Net profit

BALANCE SHEET

Assets

Cash and Balances with Central Bank

+ Deposit with Other Banks

+ Investments [Net of Impairment]

+ Investment Properties

+ Loans [Net of Impairment]

+ Other

= Total Assets

Liabilities

Deposits

+ Borrowings

+ Other Liabilities

+ Equity

= Total Liabilities and Equity

OTHER INFORMATION

2016
XCD
(000)

2015
XCD

2014
XCD
(‘000) (000)

2013
XCD
(‘000)

2012
XCD
(000)

2016
XCD
(‘000)

2015
XCD
(‘000)

2014
XCD
(‘000)

Restated

12,447 12,697 12,681 11,107
4,694 4,834 4,848 4,233
7,753 7,863 7,833 6,874
1,946 2,192 1,938 2,692
9,699 10,055 9,771 9,566
3,677 4,100 3,594 3,506
3,432 3,179 3,330 3,603

125 - 1,818 1,448

2,465 2,776 1,029 1,009

2013
XCD
(‘000)

2012
XCD
(‘000)

2016
XCD
(000)

2015
XCD

2014
XCD
(‘000) (000)

Restated Restated
16 23 2 2
5,667 8,421 3,531 8,981
1,441 1,691 2,234 4,236
33,891 31,716 30,888 30,347
157,386 154,302 156,843 145,406
12,574 9,338 9,013 9,451
210,975 205,491 202,511 198,423
8,174 9,393 10,908 11,406
118,195 118,860 114,578 117,203
13,340 11,082 10,475 7,916
71,266 66,156 66,550 61,898
210,975 205,491 202,511 198,423

2013
XCD
(‘000)

2012
XCD
(000)

Loan Approvals (‘000) 28,921 26,918 24,700 34,565
Loan Disbursements (‘000) 20,560 17,477 24,231 33,373
Estimated Number of Jobs Created 530 548 514 826
Industrial Estate Employment 930 773 720 663
Return on Equity ( per cent) 3.46 4.20 1.55 1.63
Return on Assets ( per cent) 1.17 1.35 0.51 0.51
Loan Provisions as per cent of Portfolio 7.16 7.36 9.46 8.98
Loan Provisions as per cent of NP Portfolio 54.05 71.45 71.27 58.13
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Tourism: Water Sports

Part |

The Economy of Dominica’

While the economy contracted in the first half of
the financial period, July 2015 to June 2016, there was
improved performance in the second half. There
was an estimated decline in output by 3.9 percent
for 2015 resulting from the downturn in the third
and fourth quarters of 2015 brought on by Tropical
Storm (TS) Erika. However, the records indicated
stronger performance of the Dominican economy
in the first two quarters of 2016, when compared
to the corresponding period of the previous year.
Performances of various economic sectors were

mixed.

For the period of July 2014 to June 2015 beverage
production amounted to 504,472 cases increasing
by 30.46 percent to 658,154 cases for the financial
year ended in June 2016. This growth was primarily a

result of an increase in domestic sales of beverages.

Sources:

The value of beverage production increased by 6.85
percent from $ 7.74 million in the financial year
ended June 2015 to $ 8.27 million in the year ended
June 2016.

The production of chemicals declined sharply by
75.71 percent from 6,196.1 tonnes in the financial year
ended June 2015 to 1,504.82 tonnes in the financial
year ended June 2016. The value of chemicals
produced recorded a similar decline of 75.48 percent
from $ 36.01 million to $ 8.83 million over the same
period. This decline was attributed to the closure of

a major manufacturing company after TS Erika.

Construction activity reduced significantly in the last
two quarters of 2015 and then expanded significantly
in the first two quarters of 2016. The result was an

increase by 26.23 percentin the number of construction

Central Statistical Office, ‘Quarterly Economic Indicators’, Third and Fourth Quarters, 2015 and First and Second Quarters 2016.

ECCB, Economic and Financial Review, Volume 36, Number i1, March 2016.

International Monetary Fund, IMF Executive Board Concludes the 2016 Article IV Consultation with Dominica, Press Release No. 16/346, July 20, 2016.
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starts from 61 in the
financial year ended
June 2015 to 77 in the
financial year ended
June 2016. The value
of construction starts
increased slightly by
1.04 percent from $
23.16 million to $ 23.4
million over the same

period.

The tourism industry

was affected in the first

half of the financial

year under review by

the temporary closure

of the airport after

Tropical Storm Erika, but there was an improvement
in the second half of the financial year mainly due to
an increase in cruise passenger arrivals and an influx
of persons and groups involved in reconstruction
and benevolence activities. The overall impact was
a marginal increase of 0.51 percent in total visitor
arrivals from 278,427 in the financial year ended June
2015 to 279,855 in the financial year ended June 2016.

Cruise passenger arrivals increased by 3.13 percent
from 209,768 in the financial year ended June 2015
to 216,332 in the financial year ended June 2016.
However, stay over visitors declined slightly by 1.17
percent from 66,865 in the previous financial year
to 66,081 in the financial year under review. Visitor
expenditure is reported to have increased by 8.6
percent from $ 506.99 million to $ 550.59 million
over the same period.

Central Government recorded an increase of $ 29.33
percent in current revenue from $ 369.1 million in

the financial year ended June 2015 to $ 477.37 million

in the financial year ended June 2016. Current
expenditure increased by 8.77 percent from $ 341.71
million to $ 371.69 million over the same period. As a
result, the current balance surplus grew substantially
by 284.88 percent from $ 27.39 million in the previous
financial year to $ 105.42 million in the financial year

under review.

The consumer price index recorded a decline of 0.68
percent in 2015 and a decline of 0.14 percent over the
first two quarters of 2016. The food group index
recorded an increase of 0.79 percent in 2015 and 0.31
percent over the period of January to June 2016.

The International Monetary Fund’s World Economic
Outlook Update of April 2016 indicated a projection
for global economic growth of 3.2 percent in 2016.

The forecast for growth of the Dominican economy
in 2016 is a positive 1.3 percent, conditional on the
progress of continued recovery, investment in
reconstruction and receipt of donor grants.
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Graph1

Tourism: Hotel Pool

Part Il

The Performance of the DAIDB

CREDIT OPERATIONS
Approvals

For the year ended June 30, 2016 the Bank approved 390 loans with a total value of $ 13.80 million. Education
loans valued at $ 5.03 million and Housing loans valued at $ 3.83 million combined accounted for 64.20
percent of the total approvals for the period. The sectoral allocation of approvals is presented in Graph 1.

Performance

LoAN APPROVALS BY SECTOR

June 30, 201§

W Agriculture
0 5 0/ Windustry
s 0
19.1%
W Tourist m
429% 40%.. —
m Personal & other
10.7%
mHousing
m Housing ( Petro Caribe)
0.0% 22.8% =cduction
Staff Loans.
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Disbursements

For the twelve months ended June 30, 2016,
disbursements totalled $ 17.45 million. This amount
was lower than the actual disbursements for the
period ended June 30, 2015 by 15.12 percent, when an
amount of $ 20.56 million was disbursed. The level of
disbursements for the period was attributed in part
to the low level of activity in the economy directly
after Tropical Storm Erika.

Disbursements for the year ended June 30, 2016
were made primarily for the Housing sector which
accounted for a value of $ 7.29 million or 41.79
percent of total disbursements and the Education
sector valued at $ 3.52 million or 20.15 percent of
total disbursements. The sectoral distribution of

disbursements is presented in Graph 2 below.

LoAN DISBURSEMENTS BY SECTOR

June 30, 2015

Government of Dominica Student Loan Facility
during the year under review. To date the Bank has
received $ 5.0 million from Government and has
disbursed an accumulated total of $ 4.51 million
under two student loan facilities, the first of which
commenced in November 2010 and the second of
which began in September 2011.

Rescheduling

For the twelve months ended June 30, 2016, ninety-
five loans valued at $ 8.96 million were approved
for rescheduling. This comprised seven loans in the
agriculture sector valued at $ 0.08 million, eleven
loans in the Industry sector valued at $ 0.91 million,
seven loans in the Tourism sector valued at $ 4.15
million, four loans in the Personal and Other Sector
valued at $ 0.04 million, twenty loans in the Housing
sector valued at $ 1.39 million, forty-five loans in the
Education sector valued at $ 2.31 million and one

staff loan valued at $ 0.07 million.

0.5%
19.1%

4.0 %

42.9% 0.0%

10.7%

0.0%

Graph 2

22.8%

mIndustry

= Tourism

mInfrastructure

m Personal & other

= Housing

Housing ( Petro Caribe)

Education

Staff Loans

When compared to the twelve months
ended June 30, 2015, one hundred and
sixteen loans valued at $ 20.14 million were
approved for rescheduling. This comprised
ten loans in the agriculture sector valued at
$ 0.24 million, fifteen loans in the Industry
sector valued at $ 11.82 million, three loans
in the Tourism sector valued at $ 3.96

million, five loans in the Personal & Other

The Bank disbursed $ 0.2 million on behalf of the
Agriculture Investment Unit of the Ministry of
Agriculture for the year in review and a cumulative
total of $ 2.25 million since its inception in November
2009. For the financial year ended June 2016, the
Bank had no disbursements on behalf of the
Dominica Banana Recovery Programme of the
Ministry of Agriculture. To date a total of $ 0.63
million was disbursed in loans while $ 0.48 million
was disbursed in grants under the Banana Recovery

Program.

The Bank disbursed $ 0.62 million under the

sector valued at $ 0.09 million, eighteen
loans in the Housing sector valued at $ 1.56 million
and sixty-five loans in the Education sector valued at
$ 2.46 million.

Non-Performing Loans

As at June 30, 2016 non-performing (NP) loans
totalled $ 27.61 million or 16.34 percent of total loans
outstanding of $ 169.02 million.

For the corresponding period of June 30, 2015, NP
loans totalled $ 22.46 million or 13.83 percent of total
loans outstanding of $ 162.49 million. The non-

performing loans ratio increased by 2.51 percent over
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the same period last year.

Industry loans accounted for the largest value or
28.06 percent of the loans portfolio, and the sector
was also responsible for the largest value or 49.55
percent of NP loans. This was followed by the
Tourism sector which made up 24.78 percent of the
portfolio and contributed 18.83 percent of NP loans.
The Housing sector was 24.42 percent of the total

portfolio and contributed 12.30 percent of NP loans.

Loan Migration

For the twelve month period of July 2015 to June 2016,
59 loans valued at $ 8.46 million migrated into NP,
while 48 loans valued at $ 3.01 million migrated from
NP to performing category for the same period.
Therefore the net migration was a negative value of $
5.46 million. During this period more loans migrated
into the NP category than the previous year when
the total value of migrations was $ 8.03 million.

The Education sector recorded the highest number
of migrations of 21 loans, while the Tourism sector
recorded the highest in value of $ 425 million.

Of the fifty-nine loans which migrated into NP for
the financial year July 2015 to June 2016, twenty-six
loans with a value of $ 6 million are still in the NP

category.

Portfolio at Risk (PAR) Ratio
As at year end the portfolio at risk ratio was 34.28
percent.

Loan Portfolio

At the end of the financial year, June 2016, the
principal outstanding of the Bank’s loan portfolio
totalled $ 169.02 million which increased by 4.02
percent over the principal outstanding of $162.49
million, as at June 30, 2015.

FUNDING
The Bank continued drawdowns from existing lines
of credit and obtained approvals from two local

financial institutions for lines of credit amounting to
$ 15 million.

Caribbean Development Bank (CDB)

The CDB disbursed an initial tranche from its US$
0.5 million energy efficiency line of credit to the
Bank.

A CDB Energy Efficiency Specialist carried out
training of Credit and other staff of the AID Bank
on February 18, 2016 in order to sensitise them to the
opportunities for energy efficiency initiatives in local

projects.

At the request of the AID Bank, the Caribbean
Technological Consultancy services (CTCS), the
technical assistance arm of the CDB, also carried out
a training workshop for potential energy auditors in
the country. The lack of local auditors is considered
an impediment to advancing the energy efficiency

and renewable energy initiatives.

The CDB has also approved grant assistance for
on-line training programs for several local persons

interested in becoming certified energy auditors.

CARICOM Development Fund (CDF)

The Bank obtained two tranches during the year
amounting to full disbursement of its US$ 4 million
CDF line of credit for onlending to private sector

enterprises.

National Bank of Dominica (NBD)

The National Bank of Dominica approved a loan
facility of $ 3 million, in addition to the $ 7.5 million
approved in the previous financial year, increasing
the facility to $10.5 million. These funds were
provided at a concessionary rate and serves as a

bridging finance facility.

Dominica Social Security (DSS)
In May 2016, the Dominica Social Security approved
a loan of $ 12 million at a concessionary rate

for onlending to sub-borrowers for productive
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enterprises, mortgages and student loans.

European Investment Bank (EIB)

The Ministry of Finance signed the amendment for
the one-year extension of the terminal commitment
and disbursement dates for the Energy Efficiency and
Renewable Energy (EE/RE) line of credit amounting
to US$ 1.25 million approved under Contract B.

Banl’s Credit Rating

The CariCRIS conducted its 2016 review and gave the
bank a credit rating of BB+ in line with the credit
rating of the Government of the Commonwealth of
Dominica.

MANAGEMENT INFORMATION SYSTEM

The Management Information Systems Unit of the
Bank is committed to ensuring that the information
system enhances the efficiency and effectiveness of
the Bank.

projects all aimed at improving access to data and

The Unit therefore engaged in several

information for decision making. This included
enhancing data collection with a view to more
accurately measuring the impact that the Bank
has on national development through its financing
activities.

In the year under review, the MIS Unit completed an
extensive testing and review process and finalised
conversion to the new DPAC Loans Administration
system. The system will facilitate loan monitoringand
information generation that is critical to improving
responsiveness to the needs and circumstances of
customers. The Bank will continue to work with
Financial Data Systems Limited to develop new
modules all aimed at evolving the system into one
that meets all the information needs of development

finance institutions.

The Unit made some key changes including
upgrading the network and telecommunications
infrastructure at both the Goodwill and Canefield
locations. This process will continue as the Unit
seeks to meet the growing technology needs of the

Bank and its customers.

The staff of the Unit needs to be knowledgeable
about business processes in order to understand
The Unit staff therefore
participated in sales training, AML training and

the needs of the users.

other non-MIS training delivered to all staff during
the year. Unit staff also conducted several training
sessions including one-on-one sessions throughout

the year.

HUMAN RESOURCES
The financial year under review was an eventful year
for the staff in the Human Resource Division.

Our

Administration retired within the year and the

Senior Manager Human Resource &
Bank has been evaluating the changing needs of the
division along with initiatives that are in planning.
The Bank takes this opportunity to thank Mrs.
Ursula McDowell Job and Mrs. Roan Thomas -Pipe

for their valuable services over the years.

Staffing requirements continue to be an area
The AID Bank has
significantly benefited from placement of nineteen

of emphasis for the Bank.

(19) interns for the past 2 % years. As at June 30,
2016 there were eleven (1) interns still on staff within
seven Divisions of the Bank.

The Bank’s human resources are well trained and
one incentive offered to staff is that of ensuring
that they are developed professionally. The Bank
has therefore facilitated staff members’ attendance
The
Bank also sponsored staff members who pursued

at training programs locally and externally.

the professional development courses offered by the
UWI Open Campus during the financial year.

In order to have a fresh look at the Bank’s human
resources and to make strategic changes that will
strengthen these resources, the Bank engaged
external consultants to review its human resource
capacity. The consultant’s final report to the
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Bank was submitted and is being reviewed for

implementation.

The intention of the Bank is to improve the
performance management system so as to increase
employees’ efficiency and productivity, ensure
effective management of human resources and
contribute to the overall success of the Bank, thereby

making it a great working environment.

In the aftermath of the Tropical Storm Erika in
August 2015, the Bank formed a committee to
provide assistance to two staff members from Petite
Savanne, who were affected by the disaster.

The Bank made financial and other contributions
such food, clothing and other resources available
to the staff members displaced by the storm. The
Bank recognises with sincere appreciation the
generous contributions by the Development Banks
of St. Lucia, Grenada and Belize towards this cause.

Throughout the year the Activities Committee
organized various events to engender fellowship and

cooperation among staff.

INTERNAL AUDIT FUNCTION

In the financial year ended June 30, 2016, the internal
audit function continued with comprehensive,
independent and objective assurance on the internal
controls by aligning audits to key business risks and
operational and financial priorities based on the
Bank’s overall strategy.

This risk based approach to auditing continued to set
the tone for the internal audit strategy in identifying
major risks to the Bank as the third line of defence in
the risk management framework. This year, greater
initiatives were employed in the audits through
the use of online anonymous surveys to obtain
perspectives and views from various employees in an

effort to add value to the audit process.

The internal audit function remains committed to
maintaining independence by reporting directly to
the Board’s Finance and Audit Committee. During
the financial year under review, 24 audits including
three special audits were conducted on various
divisions, procedures and processes. Follow-up on
previous recommendations continued to be a major
priority and a large part of the audit program despite
the slow implementation of recommendations. The
internal audit function also played a vital role in the
review of new performance management systems in
the Bank.

With the evolving role of internal auditing and
changes to some of the internal audit standards,
the success of the internal audit function depends
on the commitment to ongoing learning and
capacity building. Hence, during the financial year
the Internal Auditor participated in a number of
online training programs and seminars to keep
abreast of developments within the internal audit
field and regularly reads articles and shared in
various professional forums. This served to improve
strategic partnership and the level of value added
to the Board and Management by the internal audit
function.

In continued efforts to add value to the Bank, the
internal audit function in the next financial year
intends to focus on four main areas. These areas
include working with the first two lines of defence
for improved risk mitigation, following up on the
implementation of recommendations, updating its
internal audit manual and revisiting and validating
its mission and value statements in ensuring that
the internal audit function remains relevant to
the achievement of the Bank’s mission and vision

statements.

ENTERPRISE RISK MANAGEMENT

The Bank faces a broad range of inherent risks
associated with development financing . These risks
include those resulting from measures targeted
at achieving the Bank’s strategic objectives and
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financial stability as well as its day-to-day operational
activities. The Bank recognizes that effective risk
management is integral to all aspects of its activities
and in that regard a new Risk Officer was hired in
April 2016 to provide the overall leadership, vision
and direction of its enterprise risk management

function.

The Risk Officer enhanced the Bank’s Enterprise
Risk Register which was approved by the Board of
Directors during the year under review. Management
was responsible for identifying the top risks to which
the Bank is exposed and proposing mitigating
actions and internal controls to reduce these risks
to reasonably practicable levels by agreed timelines.
Training for managers on the Enterprise Risk
Management Framework with particular emphasis
on the Risk Register was also held during the year.

Credit risk was ranked as the most significant risk
to which the Bank is exposed at this time. During
the financial year under review the Bank continued
working towards the development of customer
risk profiles for individuals and businesses and the
implementation of customer risk rating tools which
highlight the probability of default of a borrower

and magnitude of likely loss on the exposure.

The Bank is also keen on assessing the money
laundering risks which customers may pose and was
developing an Anti-Money Laundering Customer
Risk Assessment Tool which would require that
enhanced due diligence be conducted on customers

assessed as posing a high risk.

was made towards the
Bank’s Risk Appetite

Statement to include clearly articulated tolerance

Significant progress

formalisation of the

and concentration limits for loans granted in the
social and productive sectors served by the Bank.
It is expected that this statement will be completed,
approved and embraced by all staff as a fundamental
part of the Bank’s culture in the new financial year.

Enterprise risk management is an ongoing and
which
professional development in order to keep abreast

dynamic process requires continuous
of emerging trends and adequately implement
mitigating measures. In light of this, the Risk Officer
attended a conference and workshop on anti-money
laundering, counter-financing of terrorism, anti-
fraud and financial crimes during the financial year. A
number of current and relevant issues were examined
including de-risking and correspondent banking
issues with the United States and the Caribbean,
the risks of ignoring AML/CFT sanctions, ethically
based governance as a sustainable business strategy,
transforming investigations into effective Suspicious
Activity Reports (SARs) and a team approach to

boardroom excellence.

An organisation wide approach to risk management
was adopted where it was recognised that the
benefits of providing adequate and timely training
to staff cannot be underestimated. In keeping with
Section 7 of the Money Laundering (Prevention)
Regulations, 2013 an Anti-Money Laundering and
Counter Financing of Terrorism refresher training
was held for all Management and Staff during the

year under review.

The Financial Intelligence Unit (FIU) officially
launched Dominica’s National Risk Assessment
towards the end of the 2015/2016 financial year and
the Risk Officer actively participated by serving as
Recording Secretary of the Financial Inclusion Team.
The Risk Officer also contributed to the development
of the questionnaire which was posed to institutions
providing financial inclusion products in an effort
to identify and analyse the money laundering and
financing of terrorism risks faced by their institution
and the jurisdiction as a whole.

INDUSTRIAL ESTATE UNIT
As an “Investment Property”, the Industrial Estates
complement the AID Bank’s overall objectives of

promoting and influencing economic development
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in Dominica by providing affordable rental buildings
and land for manufacturing, warehousing, ICT
services and other commercial activities.

The Estates comprise 20 buildings with eighteen in
Canefield, one in Geneva and one in Picard. These
buildings have a total floor space of 147,000 sq. ft.
and are divided into 36 Units, ranging in size from
780 sq. ft. to 21,000 sq. ft.. The Estates also include
lands in Canefield and Hertford which are leased for
industrial purposes.

The Industrial Estate Unit is staffed with five
employees responsible for daily operations, new
construction works, rental collection, preventive
maintenance works on buildings and maintenance of
the general surroundings. A comprehensive system
of scheduling maintenance works was implemented
to ensure early detection of defects and timely
rectification of problems and this is expected to
enhance customer service and minimise tenant
complaints.

The Unit has endeavoured to fulfil its mandate,
despite challenges of delinquency by some tenants.
Some achievements during the year in review include
increased occupancy of sheds, decreased rental
delinquency and increased employment by Tenants
on the Estate.
support the Government through the provision of

In addition, the unit was able to

storage facilities for relief supplies after the passing

of Tropical Storm Erika.

As a further contribution to the relief and re-
development effort of the country following Tropical
Storm Erika, the Bank reversed rental and penalty
charges for a few tenants at the Hertford Estate

whose operations were impacted by a flooded river.

During the past year, the Unit received thirty
applications for space. Of these applications, three
were for manufacturing, eight for agro-processing
and nineteen were for services. The IEU is selective
in its allocation of factory space on the Industrial
Estate with preference being given to companies
expected to make greater economic contributions
through investments, income creation, employment

generation and foreign exchange earnings.

The Unit also seeks to minimize tenants’ arrears
and continues its focus on the upgrading of existing
buildings and landscape, and improving the financial
performance of the Estate.

Inthe pastfinancial year, the Unithas been renovating
and modifying the Shed at Geneva, Grand Bay for
rental by the Ministry of Commerce, Enterprise and
Small Business Development . The Ministry intends
to use the Shed as a Business Enterprise Centre
targeting individuals from the South and South East
who were affected by Tropical Storm Erika.

The Unit will continue to collaborate with relevant
Government Ministries, Invest Dominica Authority
and all other relevant stakeholders in an effort to
attract new customers in-keeping with its mandate.
The ICT sector is the largest employer and accounts
for 82.8 percent of total employed on the Canefield
Industrial Estate. At financial year end there were
916 persons employed in the Industrial Estates,
with the Clear Harbor Call Centre being the largest
employer with a total staff complement of 759. The
Bank’s Industrial Estate therefore continues to be

one of the largest employers on island.

DoMiNICA AGRICULTURAL INDUSTRIAL DEVELOPMENT BANK 2/‘

Annual Report 2016



IVIUES

e
(&)
<<
p -
D
=
)
(@)

Part IIl

Other Activities

FinaNciAL DATA SysTems Limitep (FDSL)

Financial Data Systems Limited (FDSL) is a software company set up by five Development Banks in the
Organisation of Eastern Caribbean States (OECS) - including the AID Bank - to develop, maintain and market
“DPAC”, a loans management software package.

This financial year, the AID Bank was voted to chair the FDSL, when it met with other current shareholders -
namely, St. Kitts Development Bank, Grenada Development Bank, Antigua Development Bank and Bank of
St. Lucia, at FDSL’s Annual General Meeting in Jamaica.

The year continued to be very engaging as FDSL fully transitioned two additional customers to the newly
redeveloped system. DPAC is now currently used by the AID Bank, Government Housing Loan Board in
Dominica and the development Banks in St. Lucia and Belize. Enhancements to the system are ongoing as
users continue to realize the potential of this redeveloped DPAC to fit more of their needs.

The newly developed “DPAC” is now a fully integrated loans management software comprising of the
following modules; customer visits management, customer management, loan application management,
loan management, collections management, collateral management, reminders administration, letters

management as well as a wide range of accounting functions.

In the upcoming financial year, the primary focus of the FDSL’s is to continue to market the DPAC software

so as to remain competitive in the region as a provider of loans management software.
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Part IV

AID Bank’s

Corporate/Social Responsbility
Dedicated to Working Within the Sectors that Support Our Vision

The Industrial and

Development Bank’s corporate social responsibility

Dominica  Agricultural
programme is imbedded in its mission to partner with
organisations and programmes which meaningfully
impact the social and economic development of the

publics which we serve.

The AID Bank is always mindful that it must balance
its role as a good corporate citizen with effective
The

Bank has preferred, though not exclusive, areas of

administration of its financial resources.
philanthropic undertakings: educational initiatives
that raise aspirations and enhance educational
opportunities of pupils and students; and children
and youth programmes that improve their quality of

life and allow them to thrive in their communities.

The Bank is also strengthening its support for arts
and cultural platforms that cultivate an appreciation
for the visual and performing arts, services that
are essential to medical care and focus on mental,
physical and emotional wellness and community and
development programmes in sectors served by the

Bank that foster job creation and revenue generation.

For the Financial year ended June 2016, over seventy-
two thousand, five hundred dollars were spent on the
Bank’s corporate social responsibility programme.
These included responses to diverse requests for
donations and events that enhance the Bank’s visibility

as a good corporate citizen.

Particular attention was given to the national relief
effort - post Tropical Storm Erika very early in the

financial period under review. The Bank’s empathy
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during this sorrowing time transcended words, and

were directed to the national relief effort.

The Bank engaged in a variety of hurricane relief

activities: the use of vacant industrial estate sheds

to house relief supplies, donations of water and

non-perishable goods and distribution of cooked

meals to disaster victims; collaborating with the
Dominica Social Security (DSS) on a fun day for the
children of Tropical Storm Erika, and; contribution

to the humanitarian assistance (cash and kind) to

staff members (and their families) directly affected

by the storm and through the President’s Charities

Foundation. The Bank was also very pleased to

contribute to the refurbishment of an art-room at

a primary school and the wash-room facilities of a

community centre.

Throughout the financial year, the Bank gave support

for the medical needs of various persons and events

related to diverse pursuits in the fields of sporting,

financial, intellectual or entrepreneurial in nature,

singly or in collaboration with affiliates within both

the public and private sectors.

As is customary, the AID Bank continued its support

for graduation awards and special programmes at

various educational institutions. Corporate deeds this

year also included activities to enhance the visibility

of senior citizens and environmental or beautification

projects.

The Bank derives great satisfaction from contributing to

national conferences within the productive sector, such

as the first University of the West Indies Open Campus

Dominica Conference on Agriculture or sharing in the

positive competitive outcomes of groups such as the

4-H clubs at the local and regional levels.

While the demand for funds are always in excess of

our giving capacity, the understanding of the public is

sought in the maxim that “the value of the donation

to a worthy or special cause should not be determined

by the amount given”.
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Net Profit

Part /

Financial
Performance

The AID Bank recorded a net profit of XCD 1.2 million in the financial year ended June 30, 2016. This figure

was 51.29 per cent less than the restated XCD 2.47 million net profit recorded in 2015 as indicated in the table

below.

Total comprehensive income was XCD 1.2 million for the year under review or approximately 8o per cent less

than that recorded for the preceding financial year. The table below presents a summary of the financial

results for the last two financial years.

Table1

2016 - XCD 2015 - XCD
Interest income 11,190,798 12,446,819
Other operating income 1,909,194 1,945,874
Total income 13,099,992 14,392,693
Interest Expense (4,443,837) (4,693,613)
Staff Costs (4,043,621) (3,676,814)
Administrative Expenses (1,458,344) (1,580,769)
Factory sheds expenses (463,126) (459,174)
Other operating expenses (621,109) (596,228)
Depreciation (466,286) (467,828)
Total expenses (11,396,323) (11,474,426)
Net income from operations before the following income/ 1,703,669 2,918,267
(charges):
(Decrease)/Increase in Fair Value Investment Properties (257,002) 560,227
Impairment Losses on Property, Plant and Equipment . (672,603)
Impairment Losses on Loans and Receivables (245,877) (124,669)
Impairment Losses on Available for Sale Investments - (216,000)
Net Profit 1,200,790 2,465,222
Revaluation Excess Office Building = 3,424,796
Unrealized gain available-for-sale investments - 2,000
Total Comprehensive Income 1,200,790 5,892,018

DOMINICA AGRICULTURAL INDUSTRIAL DEVELOPMENT BANK 25

Annual Report 2016

D
(&)
|
(4]
=
B
5
o
=
(&)
|
(4]
=
L.



Income

Total income recorded for the financial year was
XCD 13.10 million which was 8.98 per cent lower than
the XCD 14.39 million achieved in 2015.

Interest income decreased by 10.09 per cent and
other operating income also decreased by 1.89 per

cent from the previous financial year.

Expenses

Financial Expenses of XCD 4.44 million were 5.32 per
cent lower than the previous year’s XCD 4.70 million
due mainly to a reduction in CDB’s variable interest
rate, commitment fees and interest paid on fixed
deposits.

Total staff expenses of XCD 4.04 million increased
by 9.98 per cent.

of XCD
decreased by 7.74 per cent over the previous year.

Administrative Expenses 1.46 million

Total operating expenses of XCD 11.40 million were
less than the XCD 11.47 million recorded in the
previous financial year by 0.68 per cent.

Assets

At June 30, 2016, assets totalled XCD 2i12.71 million
representing a 0.82 percentage increase from last
year’s XCD 210.98 million.

The major component of assets, net loans and
advances valued at XCD 162.03 million registered a
2.95 per cent increase from last year’s XCD 157.39
million and adequately offset total long-term
liabilities of XCD 124.89 million.

Net loans and advances comprised of gross loan
balance of XCD 169.02 million - (2015: XCD 162.49m)
and interest receivable of XCD 8.42 million - (2015:
XCD 7.04m) less loan provision of XCD 15.41 million
- (2015: XCD 12.14m).

The long-term debt to equity ratio of 1.80:1 was
within the suggested range for the industry of 4:1.

Cash in current and operating account, and short-
term investments totalled XCD 2.71 million, which
was 52.14 per cent less than last year’s XCD 5.67
million.

Other receivables of XCD 2.17 million were 29.32 per
Other

receivables include insurance premiums arrears,

cent more than last year’s XCD 1.68 million.

legal and other fees paid on behalf of clients and

industrial estate rental arrears.

Net investments in treasury bills, Government
debentures and shares in companies totalled XCD
35.08 million, of which XCD 33.63 million represents
Investment Properties of the Industrial Estate Unit
(IEU). Net Investments were 0.70 per cent less than
last year’s XCD 35.33 million

Net total fixed assets of XCD 10.69 million were 1.87
per cent lower than last year’s XCD 10.90 million.

Liabilities
Total liabilities were XCD 143.34 million, which was
2.60 per cent more than lastyear’s XCD 139.71 million.

Due to customers was XCD 7.55 million which was
7.66 per cent lower than the XCD 8.17 million in the
previous financial year.

Borrowed funds of XCD 124.89 million registered a
net increase of 5.67 per cent from last year’s XCD
18.20 million.

Shareholders’ Equity
Shareholders’ Equity of XCD 69.37 million decreased
by 2.66 per cent from last year’s XCD 71.27 million.

Retained Earnings of XCD 3.70 million increased by
24.09 per cent from last year’s XCD 2.99 million.
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Dominica Agricultural Industrial and Development Bank

AUDITOR’S REPORT
AND
FINANCIAL STATEMENTS

Financial Statements

June 30, 2016

[Expressed in Eastern Caribbean dollars]
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