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CORPORATE PROFILE & COLLECTIVE AMBITION

Our Collective Ambition — Updated for 2025

Purpose Helping clients thrive and communities prosper
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Provide a simplified and exceptional client experience

Vision in everything we do
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Mission Investing for Growth to Win for Tomorrow
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Our Principles

Delight customers at every touchpoint

Unlock the potential of our people

Simplify how we work

Prioritize and focus resources using an owner-operator mindset
Lead in corporate citizenship to drive community and social impact

b T V. R

Our Values Client First | Collaboration | Accountability | Diversity & Inclusion | Integrity

Finance Corporation of Bahamas Limited was incorporated on July 24, 1953. As of April 1,
1982, the Bank became a wholly-owned subsidiary of R.B.C. Holdings (Bahamas) Limited,
a wholly-owned subsidiary of Royal Bank of Canada. On March 1, 1984, R.B.C. Holdings
(Bahamas) Limited sold 25% of its ownership to the Bahamian general public, retaining
75%. On May 10, 2011, R.B.C. Holdings (Bahamas) Limited sold its ownership of the Bank
to RBC Royal Bank Holdings (Bahamas) Limited. RBC Royal Bank Holdings (Bahamas)
Limited sold its ownership of the Bank to RBC Royal Bank (Bahamas) Limited on April 29,
2019.

The Bank employs 21 people who serve more than 50,000 clients through offices in Nassau and
Freeport, and has more than 4,000 shareholders.

The Bank’s brand is RBC FINCO. It trades as FINCO on BISX and is licensed to engage in banking
and trust businesses. Its primary business is providing Bahamian dollar mortgage financing on
residential properties, mortgage origination insurance, a full range of Bahamian dollar deposit ser-
vices, foreign exchange and automated banking machines (ABMs). RBC FINCO is a market leader
in providing homes for Bahamians.
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2025 FINCO DISCLOSURE

Royal Bank of Canada (RBC) is a global financial
institution with a purpose-driven, principles-led
approach to delivering leading performance. RBC's
success comes from the 100,000+ employees who
leverage their imaginations and insights to bring its
vision, values and strategy to life so it can help its cli-
ents thrive and communities prosper. As Canada's
biggest bank and one of the largest in the world,
based on market capitalization, RBC has a diversi-
fied business model with a focus on innovation and
providing exceptional experiences to its more than
19 million clients in Canada, the United States (U.S.)
and 27 other countries.

Personal Banking provides a broad suite of financial
products and services to retail clients for their day-to-
day banking, investing and financing needs. Its focus
on building deep and meaningful relationships with
its clients is underscored by the delivery of exceptional
client experiences, the breadth of its product suite, its
depth of expertise and the features of its digital solu-
tions. Personal Banking operates through two busi-
nesses - Personal Banking - Canada and Caribbean &
U.S. Banking. Personal Banking - Canada serves RBC's
home market in Canada. It has the largest branch net-
work, the most ATMs and one of the largest mobile
sales forces across Canada, along with market-leading
digital capabilities. In Caribbean & U.S. Banking, it of-
fers a broad range of financial products and services in
targeted markets. In Canada, RBC competes with other
Schedule 1 banks, independent trust companies, foreign
banks, credit unions, caisses populaires and auto fi-
nancing companies, as well as emerging entrants to the
financial services industry. In the Caribbean, its com-
petition includes banks, emerging digital banks, trust
companies and investment management companies
serving retail and corporate clients, as well as public in-
stitutions. In the U.S,, it competes primarily with other
Canadian banking institutions that have U.S. operations.

Commercial Banking offers a wide range of lending, de-
posit and transaction banking products and services to
Canadian companies and foreign businesses in Canada
at every stage of their business lifecycle through digi-
tal solutions, customized banking advice and services
by experienced advisors, relationship managers and
our broad team of specialists. RBC is a market-leading,
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full-service commercial bank that meets the needs of
Canadian businesses, including subsidiaries of mul-
ti-nationals. In Canada, RBC competes with Schedule 1
banks, foreign banks, credit unions, specialized financ-
ing companies, as well as emerging non-traditional en-
trants to the financial services industry.

Wealth Management primarily serves affluent, high-net-
worth (HNW) and ultra-high-net-worth (UHNW) clients
from its offices in key financial centres across the globe. It
offers a comprehensive suite of wealth, investment, trust,
banking, credit and other solutions to this client seg-
ment. Wealth Management also provides a self-direct-
ed investment service in Canada, as well as asset man-
agement products globally to institutional and individual
clients through its distribution channels and third-party
distributors. Its lines of businesses include Canadian
Wealth Management, U.S. Wealth Management (in-
cluding City National Bank (City National)), Global
Asset Management (GAM), International Wealth
Management and Investor Services. Canadian Wealth
Management includes a full-service wealth advisory
business as well as a self-directed investment service
in Canada. The full service wealth advisory business is
the largest in Canada, as measured by assets under ad-
ministration. Canadian Wealth Management competes
with domestic banks and trust companies, investment
counselling firms, bank-owned full-service brokerages
and boutique brokerages, mutual fund companies and
global private banks. U.S. Wealth Management (includ-
ing City National) encompasses its private client group
(PCG) and clearing and custody businesses and City
National. PCG is a full-service wealth advisory firm in
the U.S, and City National is a U.S.-based relationship
bank serving the entertainment industry, mid-market
businesses, HNW and UHNW individuals and other
clients who value personalized banking relationships.
Competitors with U.S. Wealth Management (including
City National) include other broker-dealers, commercial
banks and other financial institutions that service HNW
and UHNW individuals, entrepreneurs and their busi-
nesses. GAM is the largest retail mutual fund company
in Canada as measured by assets under management,
as well as a leading institutional asset manager. GAM
faces competition in Canada from banks, insurance
companies and asset management organizations; in




the U.S. from independent asset management firms, as
well as those that are part of national and internation-
al banks and insurance companies; and internationally
from asset managers that are owned by international
banks, as well as national and regional asset managers
in the geographies where it serves clients. International
Wealth Management serves HNW and UHNW clients,
primarily through key financial centres in the UK,
Ireland, the Channel Islands and Asia. Competitors to
the International Wealth Management business include
global wealth managers, traditional private banks and
domestic wealth managers. Investor Services delivers
asset servicing solutions to Canadian asset managers,
asset owners, insurance companies and private wealth
advisors. Investor Services also provides sub-custo-
dy services to global financial institutions and brokers.
Competitors to the Investor Services business include
domestic and international custodians with Canadian
entities and operations.

RBC Insurance® provides tailored, client-led advice and
solutions, harnessing the power of technology and data
and leveraging the strength and scale of the RBC en-
terprise. RBC Insurance® is the largest Canadian bank-
owned insurance organizations on a total revenue basis.
It offers a comprehensive suite of advice and solutions
for individual and business clients, including life, health,
wealth solutions, travel, group benefits and reinsurance.
It provides property & casualty insurance through a dis-
tribution agreement with Aviva Canada. It also offers
longevity reinsurance, and reinsurance solutions for
creditor life, disability and critical illness. Its products
and services are distributed through multiple chan-
nels, including proprietary sales force, digital platforms,
and a network of independent brokers and partners. In
Canada, many of our competitors specialize in life and
health, wealth, or property and casualty products. In our
International Insurance business, we compete in the
global reinsurance market.

Capital Markets provides expertise in advisory & origi-
nation, sales & trading, lending & financing and trans-
action banking to corporate, institutional, sponsor and
government clients globally. Its professionals provide
clients with the advice, products, and services their
businesses need from 55 offices in 16 countries. Its pres-
ence extends across North America, the UK. & Europe,
Australia, Asia and other regions. Capital Markets oper-
ates two main business lines: Corporate & Investment
Banking and Global Markets. In North America, it offers
a full suite of products and services, including equity
and debt origination and distribution, advisory services,
sales & trading and transaction banking. In Canada, it is
a market leader with a strategic presence in all lines of
capital markets businesses. In the U.S., where its com-
petitors include large global investment banks, it has a
full industry sector coverage and investment banking
product range, as well as capabilities in credit, secured
lending, municipal finance, fixed income, currencies &
commodities and equities. Outside North America, it
has a targeted strategic presence in the U.K. & Europe,
Australia, Asia and other markets aligned to its global
expertise. In the U.K. & Europe, it offers a diversified
set of capabilities in key industry sectors of focus. In
Australia and Asia, it competes with global and regional
investment banks in targeted areas aligned to its global
expertise, including fixed income distribution and cur-
rencies trading, secured financing, as well as corporate
& investment banking.

Corporate Support consists of Technology & Operations,
which provides the technological and operational foun-
dation required to effectively deliver products and
services to RBC's clients, Functions, which includes fi-
nance, human resources, risk management, internal au-
dit and other functional groups, as well as the Corporate
Treasury function. Reported results for Corporate
Support mainly reflect enterprise level activities which
are not allocated to business segments.
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2025 FINANCIAL HIGHLIGHTS

(EXPRESSED IN BAHAMIAN DOLLARS)

CHANGE
2025/2024 2025 2024 2023 2022 2021

EARNINGS

Net interest income -8.9% $27,466,984 $30,154,392  $31,650,850 $34,787,947  $35,930,420

Non-interest income -5.3% 1,599,581 1,688,485 1,680,240 1,677,119 1,824,755

Total Income -87% 29,066,565 31,842,877 33,331,090 36,465,066 37,755,175

Release of provision for credit losses -42.4% (8,064,382) (14,005,799) (1,778,096)  (16,913,679)  (15,452,569)

Non-interest expense -1.8% 13,893,754 14,141,438 14,017,994 13,283,367 13,972,157

Taxation expense 100.0% 3,485,579 - - - -

Net Income -37.7% 19,751,614 31,707,238 21,091,192 40,095,378 39,235,587

Efficiency Ratio 339 bps 47.8% 44.4% 42.1% 36.4% 37.0%

Return on equity -237 bps 9.8% 12.2% 8.0% 15.4% 31.6%
BALANCE SHEET DATA

Loans and advances to customers 0.3% $607,376,935 $605,439,866 $608,780,367 $622,161,572 $639,069,944

Total Assets 1.0% 703,642,302 696,920,813 704,708,710 729,099,046 731,614,966

Customer Deposits -4.2% 242,510,715 253,158,347 271,353,071 280,028,507 324,466,643

Total Equity -48.6% 136,985,972 266,591,003 254,893,735 273,799,049 248,333,236
COMMON SHARE INFORMATION

Earnings per share $(0.45) $0.74 $1.19 $0.79 $1.50 $1.47

Dividend per share 4,85 5.60 0.75 1.50 0.55 0.34

Book value per share-year-end (4.86) 514 10.00 9.56 10.27 9.31
NUMBER OF:

Employees 21 23 27 27 28

Automated banking machines

Branches 4 4 4 4

Net Interest Income

Net interest income is comprised of interest earned
on loans, mortgages and investment securities, less
interest paid on deposits from customers and other fi-
nancial institutions. Net interest income decreased by
8.9% compared to fiscal year 2024. This decrease is
due to lower loan volumes, which affected the bank’s
core revenue growth, and an increase in funding costs.
The bank continues to manage its challenges with re-
spect to new credit origination.

Non-Interest Income

Non-interest income consists of all income not
classified as interest income such as service fees,

commissions, and other bank revenue. Non-interest
income decreased by 5.3% from the previous year due
partly to lower deposit service revenue and commis-
sions earned from the bank's insurance business.

Release of provision for credit losses

Release of provision for credit losses was $8.1 mil-
lion for fiscal 2025 representing a decrease of 42.4%
from the previous year's release of $14.0 million. Non-
performing loans stood at $46.1 million compared to
$54.9 million in the prior year. Total allowance for loan
losses is 6.0% (2024: 6.9%) of the total loan portfolio
and the stage 3 allowance represents 56.8% (2024:
56.7%) of non-performing loans.
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2025 FINANCIAL HIGHLIGHTS (CONTINUED)

Non-Interest Expenses

Non-interest expenses went down by 1.8% compared
to fiscal year 2024. This favourable movement is most-
ly due to a reduction in operating losses along with
lower deposit insurance premiums and other oper-
ating costs. The bank actively manages its costs and
seek opportunities to improve efficiency.

Taxation Expense

The Organization for Economic Co-operation and De-
velopment's two-pillar plan to combat tax base erosion
and profit shifting includes a 15% global minimum cor-
porate tax on certain multinational enterprises (Pillar
Two). As The Bahamas has introduced a domestic
minimum tax, the bank’s effective tax rate increased by
approximately 15% for the year ended October 31, 2025
(2024: Not applicable) as a result of Pillar Two current
tax expense.

Net Income

Net income ended the year at $19.8 million compared
to $31.7 million in the previous year. The decrease in
income is due to lower revenues, a decline in the re-
lease of provision for credit losses and a $3.5 million
tax expense.

Efficiency Ratio

The efficiency ratio is calculated based on the amount
of expenses compared to total revenues. The efficiency
ratio went up by 339 bps given the decrease in reve-
nues outpacing the marginal decrease in non-interest
expenses.

Return on Equity

Return on equity (ROE) is calculated as a function of
net income compared to the average total equity of the
current and previous years. During the year ROE was
lower by 237 bps given lower net income buffered by
the effect of a decrease in total equity.

Loans and advances to customers

Loans and advances to customers was $607.4 million,
an increase of 0.3% when compared to the $605.4
million reported in 2024. This favourable movement
is partially due to a modest improvement in the loan
portfolio in addition to a reduction in the allowance
for credit losses. During the year the bank faced con-
tinued revenue pressure and subdued credit demand.
Despite these headwinds, the bank remained focused
on preserving portfolio stability, strengthening credit
quality and exercising disciplined cost management.

Earnings per Share

Earnings per share was $0.74 compared to $1.19 in the
previous year and is driven by lower net income. The
weighted average number of ordinary shares in issue
remained unchanged during the year.

Dividend per Share

At each quarterly meeting the Board of Directors give
careful consideration on delivering a return on invest-
ments to shareholders after considering the bank's
overall financial performance and regulatory require-
ments. Shareholders received dividend payments dur-
ing the year totalling $5.60 (2024: $0.75) per share.
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CHAIRMAN'S REPORT 2025

Dear Shareholders,

For the year ended October 31, 2025, The
Finance Corporation of Bahamas Limited
(RBC FINCO) reported after tax net income of
$19.7 million, a decrease of $12.0 million from
net income of $31.7 million in the prior year.
This decline was driven primarily by lower
net interest income, a lower release of provi-
sions for credit losses, and the introduction of
corporate income taxes in The Bahamas fol-
lowing the adoption of The Organization for
Economic Co-operation and Development's
(OECD) Pillar Two framework.

Net interest income was impacted by lower
loan volumes and higher borrowing costs.
While the Bank continues to progress in im-
proving the credit quality of the loan portfo-
lio, favourable macroeconomic conditions
and ongoing recovery efforts on previously
written off items resulted in a net release of
provisions for credit losses during the year.
However, this release was lower than that re-
corded in the prior year.

The Bank's results for the year also include
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Chris Duggan
Chairman
Finance Corporation of Bahamas Limited

an income tax charge. The OECD Pillar Two
framework, designed to combat tax base
erosion and profit shifting, introduced a 15%
global minimum corporate tax on certain mul-
tinational enterprises, including Royal Bank of
Canada (RBC), the ultimate beneficial owner
of RBC FINCO. In response, The Bahamas im-
plemented a domestic minimum tax, and the
Bank's effective tax rate is now 15% from fis-
cal 2025 onward.

Total assets were at $703.6 million, up $6.7
million from the prior year, driven by addition-
al funding received from the parent company
and a reduction in allowances for credit loss-
es. At year end, the Bank's regulatory capital
ratio stood at 28.93% compared to 57.77%
in the prior year, reflecting dividends paid
to shareholders during the year. The capi-
tal ratio remains well above the regulatory
requirements.

RBC FINCO carries a proud legacy spanning
more than 70 years. Throughout this time, the
Bank has played a leading role in the local
market, supporting our clients and helping
generations of Bahamians achieve the dream




CHAIRMAN’S REPORT 2024 (CONTINUED)

of home ownership. Thousands have benefited
from this commitment, and we remain focused
on empowering even more clients to reach this
important milestone.

We recognize that our success is closely linked
to the well-being of the communities we serve.
That is why we remain committed to support-
ing initiatives that foster inclusivity, sustaina-
bility, and growth across the Caribbean.

In 2025, we continued to support RBC's com-
munity engagement initiatives, participating
in local and regional programs that make a
real difference. Our RBC Young Leaders pro-
gram expanded to include The Bahamas last
year, helping shape the next generation of
Caribbean leaders. Food resilience remains a
key area of focus for us. Through partnerships
with organizations such as Hands For Hunger,
the Agricultural Development Organization's
community gardens, and Rising Young
Farmers, RBC Bahamas has invested nearly
$200K in this area. Additionally, our employees

volunteered in regional beach cleanups, with
over 450 participants removing more than
4,000 pounds of waste across five markets.

On behalf of the Board of Directors and execu-
tive team of RBC FINCO, | would like to thank
our clients for their continued confidence and
loyalty. | also extend my sincere appreciation
to our employees, whose dedication and com-
mitment remain central to our success. As we
continue to empower our clients to achieve
homeownership and financial prosperity, we
remain steadfast to delivering excellence as
we help our clients thrive and our communities
prosper.

Chris Duggan
Chairman,
Finance Corporation of Bahamas Limited
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MANAGING DIRECTOR'S REPORT 2025

DWIGHT R. BURROWS
Managing Director
Finance Corporation of Bahamas Limited

Dear Shareholders,

Fiscal 2025 unfolded against a challenging
operating environment, marked by continued
revenue pressure and subdued credit demand.
Despite these headwinds, RBC FINCO re-
mained focused on preserving portfolio stabil-
ity, strengthening credit quality, and exercising
disciplined cost management. Our strategic
actions positioned us for future growth while
upholding our commitment to supporting
homeownership for Bahamians.

We are pleased to report that Net Income
Before Tax (NIBT) for 2025 was $23.2 million,
exceeding our plan by $3.7 million (19%). This
achievement was driven by lower loan provi-
sions, reflecting prudent risk management.

Key Financial Highlights for 2025

« Mortgage Portfolio: Loan volumes de-
clined by $4.4 million in FY2025 (com-
pared to a $14.9 million decline in FY2024),
indicating early stabilization. Targeted re-
lationship-based initiatives helped mod-
erate portfolio contraction despite con-
strained new lending activity.

« Credit Quality: Non-performing loans
decreased to $44.6 million (from $54.9

million in FY2024), underscoring improved
credit trends.

» Operational Efficiencies: Non-interest
expenses declined year-over-year, sup-
ported by reduced operating losses, lower
deposit insurance premiums, and ongoing
cost containment.

= Efficiency Ratio: Increased to 47.8% as
revenue pressures outpaced expense
reductions. Management remains com-
mitted to improving efficiency through
process enhancements and disciplined
execution.

RBC FINCO supported more than 250 fami-
lies in achieving homeownership, reinforcing
our central purpose. We strengthened stake-
holder relationships and refined portfolio man-
agement strategies to ensure sustainable lend-
ing practices.

Leadership Enhancements

In Q1 FY2025, we appointed a new Area Vice
President to oversee credit fulfillment, opera-
tions, and client experience, enhancing service
consistency. Additionally, a new Managing
Director was appointed to drive strategic direc-
tion, portfolio stability, and market engagement.
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MANAGING DIRECTOR’S REPORT 2025 (CONTINUED)

Looking Ahead to FY2026 On behalf of the Board of Directors, | extend
gratitude to our employees for their dedication,
our clients for their trust, and our shareholders
» Mortgage Portfolio Growth: Stabilize and {5 their support. We remain committed to ad-

grow loan volumes through enhanced  \ancing RBC FINCO's mission in 2026.
sales disciplines, client retention, and port-

folio management.

Our priorities include:

Regards,

= Improved Mortgage Accessibility:
Streamline credit origination processes
and raise public awareness of pathways to
homeownership.

= Sustained Financial Strength: Maintain
robust credit quality, strong internal con-
trols, and operational efficiency.

Dwight R. Burrows
Managing Director
Finance Corporation of Bahamas Limited

10 | Royal Bank of Canada | Finance Corporation of Bahamas Limited




BOARD OF DIRECTORS, FISCAL 2025

Christopher Duggan is Head, Caribbean Banking, which spans ten countries
and territories in the English-speaking and Dutch-speaking Caribbean.

In his capacity as Head, Caribbean Banking, Chris leads the Caribbean Operating
Committee and Executive Management Committee and is responsible for the
growth, development, and strategic direction of RBC's Caribbean Banking
operations.

Before joining RBC in March 2024, Chris was the Cayman Islands Government
Representative to North America in Washington DC, where he represented the
Cayman lIslands in the United States and Canada, primarily around the area of
financial services.

Prior to his government role, Chris was employed for over twenty years in senior

e leadership positions within the Cayman Islands Financial Services industry, most
CHRIS DUGGAN recently as Vice President of Business Development at the DART Family Office,
HEAD, CARIBBEAN BANKING and prior to that as Head of Private Banking at Butterfield Bank. Through these
roles Chris gained extensive experience in dealing with all areas of banking op-
erations, as well as client and regulatory matters related to international financial
services. He has remained actively engaged internationally in developing key
strategic relationships for the jurisdiction.

Chris is very active in the local community and has served in leadership roles on
the boards of numerous charitable organizations over the years. He was award-
ed the Queen's Certificate and Badge of Honour in recognition of his outstanding
service to the Cayman Islands community during the COVID-19 Pandemic.

Chris holds a Bachelor of Science in Business Administration from the University
of Wales, Cardiff, United Kingdom.

Dwight Roosevelt Burrows is a senior financial services executive and com-
munity leader with over three decades of experience across personal banking,
private banking, trust services, wealth management, and executive leadership in
The Bahamas and the wider Caribbean.

Dwight currently serves as Vice President, Private Banking, and Managing
Director of RBC FINCO, with responsibility for RBC's Private Banking and FINCO
operations in The Bahamas. In this role, Dwight provides strategic leadership
across mortgage and credit delivery, private banking growth, operational dis-
cipline, and client experience, while contributing to board-level discussions on
housing, affordability, and long-term wealth creation. He also serves as Executive
Director of the Royal Bank of Canada Trust Company (Bahamas) Ltd., Chairman
of Safeguard Insurance, and Senior Officer Il for RBBC Royal Bank (Bahamas) Ltd.

AN

DWIGHT R. BURROWS
EXECUTIVE DIRECTOR
Managing Director
Finance Corporation
of Bahamas Limited
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BOARD OF DIRECTORS, FISCAL 2025 (CONTINUED)

LASONYA MISSICK
NON-EXECUTIVE DIRECTOR

Ms. Lasonya Missick is an accomplished banker with 30 years of banking expe-
rience who brings cross-functional skills and knowledge in personal banking and
human resource management to her role. She began her career as a teller and
went on to serve in progressively senior roles including Personal Banking Officer,
Assistant Manager - Personal Banking, Assistant Manager - Small Business,
Manager - Personal Banking, Branch Manager, Director of Human Resources,
and Area Vice President - Personal Banking. In 2019, she was appointed as RBC's
Managing Director for The Bahamas and Turks & Caicos Islands and is nota-
bly the first woman to be appointed to this position. In 2023, she was appoint-
ed Regional Vice President Personal & Private Banking and became the first
Bahamian appointed to RBC Caribbean’s Executive Management Committee.

In her current role, she oversees the personal and private banking business in the
Caribbean, collaborating with leaders and teams across the 10 countries where
RBC operates. She also has oversight of RBC FINCO, a subsidiary that specializ-
es in mortgage financing for Bahamian homeowners.

LaSonya has a proven track record in leadership and sales management, and
her exceptional people development skills have provided her a unique business
perspective. She has been instrumental in executing strategic initiatives, foster-
ing high employee engagement and advancing the vision of digital enablement
within the banking sector.

LaSonya holds a Master of Business Administration (MBA) from the University of
Liverpool and a Master's Certificate in Sales Leadership from Schulich School of
Business, York University. She serves as a director on the boards of RBC FINCO,
Safeguard Insurance, RBC Cayman and previously on the boards of RBC Royal
Bank and RBC Trust. Additionally, she is the former Chair of both The Bahamas
Automated Clearing House and The Bahamas Clearing Banks Association, ex-
emplifying her leadership and commitment to the industry.
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BOARD OF DIRECTORS FISCAL 2025 (CONTINUED)

Mr. Nick Tomovski is Senior Vice President, Enterprise Controller at Royal Bank
of Canada.

Nick is responsible for providing financial advisory services to enable and sup-
port the Canadian Banking, Caribbean and U.S. Banking businesses, T&O and
Functional groups in achieving their strategic initiatives and priorities.

Nick joined Royal Bank of Canada in January 2006. He has over 25 years of expe-
rience in finance and business advisory. Prior to his current position, he was Vice
President, Global Head of Financial Control within Wholesale Finance and Chief
Financial Officer of RBC Dominion Securities Inc.

Nick began his career in Toronto with Price Waterhouse in 1993. In 2000, Nick

joined CIBC in the Treasury & Balance Sheet Management Finance group. Nick

was promoted to Vice President TBRM Finance in February 2002 and became
NICK TOMOVSKI Global Head of Middle Office in May 2004.

NON-EXECUTIVE DIRECTOR
Senior Vice President,
Enterprise Controller
Royal Bank of Canada

Nick is a Chartered Accountant and holds Bachelor of Arts degree in Financial &
Economic Studies from the University of Western Ontario.

Ms. Davette Lightbourne is a Certified Public Accountant with over 15 plus
years of progressive experience in public accounting and listed public compa-
nies. Davette began her career locally with a Big 4 Accounting Firm before being
seconded to Deloitte LLP in Florida where she served as Audit Manager for a
Fortune 200 SEC publicly listed company. In 2016, she returned to The Bahamas
and worked as Finance Manager at Aliv where she was instrumental in building
the finance team during start-up phase of the Company. She joined AML Foods
Limited in 2019 and currently serves as Chief Financial Officer. At AML, Davette is
responsible for developing the Company's financial strategies and overseeing fi-
nancial reporting, budgeting, cash management, and financial planning. Davette
is passionate about leveraging data and technology to play a pivotal role in the
decision making process and adding efficiencies to organizations.

Davette holds a Bachelor of Commerce (Accounting) degree from Dalhousie
University in Nova Scotia, Canada and has attended executive level courses at

INDEPENDENT Harvard Business School and MIT. She is also a member of the Rotary Club of
NON-EXECUTIVE DIRECTOR 0ld Fort.

CFO, AML Foods Limited

DAVETTE LIGHTBOURNE
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BOARD OF DIRECTORS, FISCAL 2025 (CONTINUED)

VERNICE WALKINE

INDEPENDENT NON-
EXECUTIVE DIRECTOR
President and CEO, Nassau
Airport Development
Company

ANTHONY A. ROBINSON
INDEPENDENT NON-
EXECUTIVE DIRECTOR

Deputy Chairman,
FOCOL Holdings Ltd.

Ms. Vernice Walkine joined Vantage Airport Group in 2010 when she took a po-
sition with the Nassau Airport Development Company (NAD), as Vice President
of Marketing and Communications. She was given the additional responsibility
for Commercial Operations in February 2012, and on March 1, 2013 became the
President & CEO.

NAD operates the largest airport in The Bahamas, Lynden Pindling International
Airport, and has managed its development, the single largest infrastructure pro-
ject ever undertaken in the history of The Bahamas. Under her leadership, the
airport has achieved a number of records for passenger performance and pas-
senger satisfaction.

Prior to joining Vantage, Vernice achieved more than 30 years of experience
and expertise in tourism development and marketing, having had a varied ca-
reer at the Bahamas Ministry of Tourism, eventually being appointed in 2005 to
the highest technical post in the tourism industry, when she became Director
General, the first woman to hold that position. Under her leadership the tourism
industry achieved a number of firsts, including the first time achieving 5 million
visitors in a year.

Vernice holds a Bachelor of Arts Degree in Foreign Languages from Elmira
College, Elmira, NY, and a Master of Business Administration Degree (Cum
Laude) from the University of Miami.

Mr. Anthony Robinson is the former President & Chief Executive Officer of Focol
Holdings Limited, a publicly traded company listed on Bahamas International
Securities Exchange.

Anthony joined Focol Holdings Ltd. in 1991 and has been directly involved in all
aspects of the business as President and CEQ. Prior to joining the Company, he
held various managerial and supervisory positions with Shell Bahamas Limited,
Franklin Chemicals and Syntex Corporation. Robinson obtained a B.Sc. Degree
in Chemistry and a minor in Economics from Jacksonville University, Florida in
1984.

In 2005, Anthony played a pivotal role in the acquisition of Shell Bahamas Limited.
He successfully led the integration of the Shell operations into the FOCOL Group
of Companies; a publicly traded company since 1999 with over 1,000 Bahamian
Investors. He has served on the Board of FINCO since 2012.

The Bank’s Independent Non-Executive Directors for fiscal 2025 were
Vernice Walkine, Anthony Robinson and Davette Lightbourne. They con-
tinue to meet the requirements of independence as stated in the relevant
Corporate Governance Guidelines. There were six board meetings held
during fiscal 2025.
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FINANCE CORPORATION OF BAHAMAS LIMITED

Introduction

Finance Corporation of Bahamas Limited (the “Bank”)
is committed to maintaining the highest standards of
corporate governance. Our Board champions the strong
corporate values that are entrenched in our culture. We
recognize that integrity and accountability are the foun-
dation for the Bank's strong reputation and brand.

We continuously monitor and update as necessary our
internal systems in order to ensure our standards reflect
the requirements of our regulators, the Central Bank of
The Bahamas and the Securities Commission of The
Bahamas and best international practices tailored to the
specific needs of the Bank.

Board Appointment / Training Process

Board size and composition are determined in align-
ment with applicable legal and regulatory requirements.
The Board derives its strength from the diversity, qual-
ities, competencies and experiences of its members.
Diversity is a key priority and is embedded in all board
selection considerations. Independent nominees are se-
lected for such qualities as integrity and ethics, business
judgement, and business or professional expertise.

The Board strives to ensure that new directors receive a
thorough introduction to the role and all directors have
access to the resources they need to focus on ongoing
development.

The Subsidiary Governance Office facilitates continuing
education for Directors and ensures procedures are in
place to give the Board timely access to the information
it needs to carry out its duties. In particular Directors:

e Receive a comprehensive package of information
prior to each board and committee meeting;

» Receive reports on the work of board committees fol-
lowing committee meetings;

e Are involved in setting the agenda for board and
committee meetings;

» Identify their continuing education needs, through
discussions with management, board self-assess-
ment surveys and at board and committee meetings.
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Board Responsibilities

The Board is responsible for the overall stewardship of
the Bank. Directors are elected by the shareholders to
supervise management of the business and affairs of
the Bank. The Board's role consists of two fundamen-
tal elements: decision-making and oversight. Through
its collective expertise, skills, experiences and compe-
tencies, the Board provides objective and thoughtful
guidance to, and oversight of, senior management by
the demonstration of sound judgment, initiative, respon-
siveness and operational excellence.

Directors’ Independence

Regulatory guidelines prescribe that the Bank must
maintain a majority of non-executive directors on the
Board one of which must be an independent Director.
The Board is compliant with these independence
requirements.

Director Compensation

Remuneration for Non-Employee Directors is bench-
marked periodically with a view to providing market
competitive compensation. Directors who are also em-
ployees of RBC receive no remuneration as directors.

Committee of the Board of Directors

To assist in exercising its responsibilities, and in satis-
faction of regulatory requirements, the Board has estab-
lished an Audit Committee. The Audit Committee has
a written mandate that sets out its responsibilities and
qualifications for committee membership under the ap-
plicable laws and regulations. The Committee is chaired
by an independent director who is responsible for the
effective operation of the Committee and the fulfilment
of the Committee’'s mandate.

The Audit Committee is responsible for the oversight
of the financial reporting and internal controls of the
Bank, which includes the review and evaluation of the
appropriate accounting principles and practices to be
observed in the preparation of the Bank's accounts. The
Audit Committee is also responsible for the initial review
of the Bank's annual audited financial statements pri-
or to consideration thereof by the Board of Directors.
It approves the scope of the audit activities proposed




CORPORATE GOVERNANCE REPORT (CONTINUED)

each year to be conducted by the independent auditors.
It also recommends the appointment and approves the
terms of engagement of the independent auditors.

Summary of Board Evaluation Results

The Directors conduct a periodic evaluation of the per-
formance and effectiveness of the Board in light of its
mandate. In this process, Directors provide their views
on whether the Board is functioning effectively, as well
as matters as specific as key strategic, operational and
risk issues and the effectiveness of the director orien-
tation and education programme. The results of the
evaluation are reviewed by the full Board who consider
whether any changes to the Board's processes, compo-
sition or committee structure appropriate. Based on the
2025 survey results, the Board is operating effectively
and in accordance with its mandate.

Major Shareholdings and Voting Rights

and complex issues and provides for accountability if
standards of conduct are not upheld. We have an on-
line learning program and annual employee testing and
certification to demonstrate that employees are familiar
with and understand the values and principles outlined
in our Code. Directors of FINCO must acknowledge
each year that they have read and understand the Code,
and certify that they are in compliance with it.

Enterprise Risk Management

Under the oversight of the Board of Directors and sen-
ior management, the RBC Enterprise Risk Management
Framework provides an overview of enterprise-wide
programmes for managing risk, including identifying,
assessing, measuring, controlling, monitoring and re-
porting on the significant risks that face the Bank.

The RBC Code of Conduct (Code) promotes standards
of desired behaviours that apply to directors, senior
management and all employees including the respon-
sibility to be truthful, respect others, comply with laws,
regulations and our policies, and engage in sales prac-
tices that are fair and not misleading. The RBC Board
annually approves the Code and closely collaborates
with management to set the tone from above and pro-
mote a strong governance culture that influences RBC
at every level. The Code reflects our global businesses
as well as new and emerging risk areas and sets out
fundamental principles that guide the Board in its de-
liberations. Our Code fosters an open and transparent
environment where employees can speak up and raise
concerns without any form of retaliation. It creates a
frame of reference for properly addressing sensitive

Name & Address of Shareholder Class No. of Units Value Percentage

RBC Royal Bank (Bahamas) Limit- Common 20,000,000 B$4,000,000 75%

ed East Hill Street, Nassau,

N.P,, The Bahamas

Bahamian Public Common 6,666,670 B$1,333,334 25%
Code of Conduct

Risk Governance

The risk governance model is well-established. The
Board of Directors oversees the implementation of the
Bank's risk management framework, while employees
at all levels of the organization are responsible for man-
aging the day-to- day risks that arise in the context of
their mandate. As shown below, the Bank uses a ‘three
lines of defence governance model to manage risks.

Risk Appetite

The Bank's risk appetite is the amount and type of risk
that the Bank is able and willing to accept in the pur-
suit of its business objectives. The goal in managing risk
is to protect the Bank from an unacceptable loss or an
undesirable outcome with respect to earnings volatility,
capital adequacy or liquidity, while supporting and ena-
bling its overall business strategy.
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Internal Audit

RBC Internal Audit (IA) provides independent, objective
risk assessment and evaluation of risk management
practices, internal controls and governance processes,
to provide assurance on the adequacy and effectiveness,
for all areas of RBC including the Bank. While remaining
independent and objective, IA works with management
in achieving business objectives by ensuring appropri-
ate remedial action takes place to improve operations
in areas with identified weaknesses. Key stakeholders
include the Board of Directors, shareholders' auditors,
regulators and senior management. IA has a risk-based
audit approach to assess the different corporate gov-
ernance and risk governance activities across RBC. The
audit approach to address these topics gives consider-
ation to the implementation at the different enterprise,
business segment, and subsidiary levels. As well, 1A
assesses the design and operations of RBC practices
consistent with regulatory expectations. Specific local
regulatory expectations are incorporated in the evalua-
tion where applicable.

Compliance

From an enterprise wide perspective, RBC has a com-
prehensive  Regulatory Compliance Management
Framework, designed to promote the proactive, risk-
based management of compliance and regulatory risk
and applies to all of our businesses and operations, le-
gal entities and employees globally, including the Bank.
Compliance confirms the shared accountability of all
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employees by ensuring it maintains robust and effective
compliance and regulatory risk controls.

RBC Global Compliance provides independent control
and oversight of the management of RBC's regulatory
and compliance risks and controls as they relate to laws,
regulations and regulatory expectations relevant to the
activities of RBC and subsidiaries in the jurisdictions
in which they operate. Global Compliance works with
Senior Management and employees throughout RBC to
drive a culture of ethics, compliance and integrity and
ensure the quality and consistency of RBC's compliance
performance globally.

Global Compliance does this through:

Compliance Programmes - develop, maintain and
communicate policies, processes and controls at enter-
prise and business levels;

Oversight and Monitoring - oversee and monitor
compliance processes within the enterprise to ensure
effectiveness, achieve compliance and manage regula-
tory risk; monitor review findings and resolution;

Reporting - provide reporting to enable senior man-
agement and boards/committees to effectively perform
their management and oversight responsibilities;

Working Relationships - develop and maintain good
working relationships with stakeholders including
regulators.
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Board of Directors Risk Governance Structure

Board of Directors

|
Human Resource Governance Risk Audit
Committee Committee Committee Committee

Group Executive & Group Risk Committee

and Senior Management Risk Committees

Regional/Legal Asset Compensation Risk Reputation
Entity/Unit and Liability Management Policy Review Operational Risk Risk Oversight

Governance & Committee Oversight Committee Committee Committee
Oversight* Committee

I_ Model Oversight
Committee

*This includes legal entities, subsidiaries and branches
in the regions within which RBC operates (Canada, U.S.,
Europe, APAC, and Caribbean.

Management Level Committees

Regional /Legal Entity/Unit Boards or Committees

Includes Business Segment Product Review/Approval Committees

‘ Business/Function Operating Committees ’

RBC ENTERPRISES OPERATIONAL RISK MANAGEMENT FRAMEWORK

Business and Corporate
Support Segments

1st Line of Defence
Risk Owners
Manage operational risk in its

activities
Provided by Segments who are
responsible for providing prod-
ucts and services and for the ex-
ecution of activities. Employees
at all levels of the organization
are responsible for managing the
day-to-day risks that arise in the
context of their roles.

Accountabilities include identi-
fying, managing and supervising
risks within approved enterprise
polices and appetite; and estab-
lishing the capabilities for opera-
tional risk management, including
the execution of ORM tools and
practices.

Centres of
Governance

GRM Operational

Risk

2nd Line of Defence

Provide Oversight, including
Governance, Policy Adherence and
Objective Assessment

Provided by Group Risk
Management Operational Risk
(GRM OR) and the Centre for
Governance.

Accountabilities include defining
RBC's approach to managing
operational risk, monitoring com-
pliance with risk management
requirements and objectively
assessing the quality and suffi-
ciency of risk management activ-
ities and the soundness of their
outputs.

Oversight activities result in re-
ports, challenge and escalation
management and governance
committees.
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Internal Audit

3rd Line of Defence
Independent Assurance

Provided by the internal audit
function.

Accountabilities include con-
ducting independent review and
testing of 1st and 2nd Lines; and
providing independent assurance
to senior management and the
Board of Directors on the effec-
tiveness of RBC's risk manage-
ment practices.
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1.1 Risk Appetite

(a) The Company's risk appetite is the amount and type
of risk that the Company is able and willing to accept
in the pursuit of its business objectives. It reflects our
self-imposed upper bound to risk taking, and influ-
ences our risk management philosophy, conduct,
operation style, and resource allocation. The goal
in managing risk is to protect the Company from an
unacceptable loss or an undesirable outcome with
respect to earnings volatility, capital adequacy or
liquidity, while supporting and enabling its overall
business strategy.

1.2 Conflicts of interest

(a) In practice, conflicts of interest can arise as a re-
sult of professional and contractual arrangements,
directorships and other personal or business inter-
ests. As part of its oversight of conduct review, RBC
has established and monitors procedures to resolve
conflicts of interest. Where the personal or business
interests of directors and executive officers may
conflict with those of RBC, they must disclose the
nature and extent of the conflict of interest as soon
as possible, in writing or by requesting to have it en-
tered in the minutes of the meeting. In the event of
a conflict of interest, the director or executive officer
in question will leave the meeting when the issue is
discussed and, in the case of a director, will not vote
or participate in the decision.

1.3 Internal Audit
(a) RBC Internal Audit ("IA") provides independent,
objective risk assessment and evaluation of risk
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management practices, internal controls and gov-
ernance processes, to provide assurance on the
adequacy and effectiveness, for all areas of RBC in-
cluding the Company. While remaining independent
and objective, IA works with management in achiev-
ing business objectives by ensuring appropriate re-
medial action takes place to improve operations in
areas with identified weaknesses. Key stakeholders
include the board of directors, shareholders’ audi-
tors, regulators and senior management. IA has a
risk-based audit approach to assess the different
corporate governance and risk governance activities
across RBC. The audit approach to address these
topics gives consideration to the implementation at
the different enterprise, business segment, and sub-
sidiary levels. As well, IA assesses the design and op-
erations of RBC practices consistent with regulatory
expectations. Specific local regulatory expectations
are incorporated in the evaluation where applicable.

1.4 Compliance
(a) From an enterprise-wide perspective, RBC hasacom-

prehensive Regulatory Compliance Management
Framework, designed to promote the proactive, risk-
based management of compliance and regulatory
risk and applies to all of our businesses and opera-
tions, legal entities and employees globally, including
the Company. Compliance confirms the shared ac-
countability of all employees by ensuring it maintains
robust and effective compliance and regulatory risk
controls.




FINANCE CORPORATION OF THE BAHAMAS LIMITED (FINCO)

Board of Directors’ Annual Certification
To The Securities Commission of The Bahamas

k.

We, the Board of Directors of Finance Corporation of The Bahamas are familiar with the contents of the
Securities Industry (Corporate Governance) Rules 2019, (hereinafter referred to as “the Rules”), enacted on
18th March, 2019 as amended, and acknowledge our role and responsibilities under the Rules;

We have carefully considered the reporting of Senior Management and other information relevant to forming
an opinion as to whether the Bank is following the Rules; and,

Senior Management is required to certify to the Ultimate Parent Company of FINCO, the Royal Bank of
Canada, that policies and procedures are in place to ensure FINCO's continuing compliance with local legis-
lation and Guidelines (hereinafter referred to as "Regulatory Compliance”). We are satisfied that internal rules,
circulars, guidelines- and manuals are accurate and complete in all material respects and that the Bank's local
internal audit function and review processes provide reasonable assurances of Regulatory Compliance. We
further confirm:

We are satisfied that we are compliant with RBC's Code of Conduct;
We are satisfied that FINCO remains a going concern;
We are performing our functions and fulfilling our obligations under the Rules;

We are of the opinion that FINCO is following the Rules, paying particular attention to Part IV of the Rules,
indicating the Board's responsibility for the total process of risk management. Based on the information re-
ported by Senior Management, we are satisfied with the effectiveness of the process as well as the safety and
soundness of the operations of FINCO.

We understand and are in compliance with our responsibilities as directors in connection with the preparation
of the financial statements of FINCO;

We are familiar with the details of the accounting policies utilized and are aware of any reasons for changes
in the accounting policies, where applicable;

The value of all material benefits and compensation paid to directors collectively did not exceed $2.5 million
dollars for the calendar year;

The value of non-executive directors' fees and allowances was $65,500 for the calendar year;

This Certificate is in respect of the calendar year 2025.

(D M ke il

Dwight‘Bﬁrrows Anthony Robinson Davette Lightbourne
ERes DonicTallie G —
Lasonya Missick Vernice Walkine Nick Tomovski

Christopher Duggan

Dated this 20th day of January 2026
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FINANCE CORPORATION OF THE BAHAMAS LIMITED (FINCO)

Statement of Management Responsibilities

Management is responsible for the following:

Preparing and fairly presenting the accompanying consolidated financial statements of Finance Corporation
of Bahamas Limited (the Bank) and its subsidiary (collectively “the Group") which comprise the consolidated
statement of financial position as at October 31, 2025 and the consolidated statements of comprehensive in-
come, changes in equity and cash flows for the year then ended, and material accounting policies, estimates
and judgements and other explanatory information;

Ensuring that the Group keeps proper accounting records;
Selecting appropriate accounting policies and applying them in a consistent manner;

Implementing, monitoring and evaluating the system of internal control that assures security of the Group's
assets, detection/prevention of fraud, and the achievement of the Group operational efficiencies;

Ensuring that the system of internal control operated effectively during the reporting period;
Producing reliable financial reporting that comply with laws and regulations; and
Using reasonable and prudent judgement in the determination of estimates.

In preparing these consolidated financial statements, management utilized the IFRS Accounting Standards, as is-
sued by the International Accounting Standards Board. Where IFRS Accounting Standards presented alternative
accounting treatments, management chose those considered most appropriate in the circumstances.

Nothing has come to the attention of management to indicate that the Group will not remain a going concern for
the next twelve months from the reporting date; or up to the date the accompanying financial statements have been
authorized for issue, if later.

Management affirms that it has carried out its responsibilities as outlined above.

Managing Director Senior Manager, Finance Northern Caribbean
January 20, 2026 January 20, 2026
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pwc
Independent auditors' report

To the Shareholders of Finance Corporation of Bahamas Limited

Report on the audit of the consolidated financial statements

Our opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
consolidated financial position of Finance Corporation of Bahamas Limited (the Bank) and its
subsidiary (together ‘the Group’) as at October 31, 2025, and their consolidated financial
performance and their consolidated cash flows for the year then ended in accordance with IFRS

Accounting Standards.

What we have audited

The Group’s consolidated financial statements comprise:
e the consolidated statement of financial position as at October 31, 2025;
e the consolidated statement of comprehensive income for the year then ended;
e the consolidated statement of changes in equity for the year then ended;
e the consolidated statement of cash flows for the year then ended; and

e the notes to the consolidated financial statements, comprising material accounting

policy information and other explanatory information.

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 consolidated financial statements section of our report.

PricewaterhouseCoopers, 2 Bayside Executive Park,
West Bay Street & Blake Road, P.O. Box N-3910,
Nassau, Bahamas

T: + 1242 302 5300, F: + 1242 302 5350

www.pwc.com/bs



We believe that the audit evidence we have obtained is sufficient and appropriate to provide a

basis for our opinion.

Independence

We are independent of the Group in accordance with the International Code of Ethics for
Professional Accountants (including International Independence Standards) issued by the
International Ethics Standards Board for Accountants (IESBA Code). We have also fulfilled our

other ethical responsibilities in accordance with the IESBA Code.

Our audit approach

Overview

Overall group materiality: $1,369,000, which represents approximately 1% of
Materiality net assets.
The consolidated group consists of the Bank, and its wholly owned subsidiary,
S%gﬁpng Safeguard Insurance Brokers Limited, both of which are incorporated in The
Bahamas. The audit engagement team was the auditor for both the Bank and its
subsidiary. A full scope audit was performed on both entities.
Key Audit
Matters

The risk that the assumptions used in the Stage 1 and Stage 2 allowance for
credit losses loan model in respect of future macroeconomic scenarios,
including forward-looking information, may not be reasonable.

Audit scope

As part of designing our audit, we determined materiality and assessed the risks of material
misstatement in the consolidated financial statements. In particular, we considered where
management made subjective judgements; for example, in respect of significant accounting
estimates that involved making assumptions and considering future events that are inherently

uncertain. As in all of our audits, we also addressed the risk of management override of internal



controls, including, among other matters, consideration of whether there was evidence of bias

that represented a risk of material misstatement due to fraud.
How we tailored our group audit scope

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an
opinion on the consolidated financial statements as a whole, taking into account the structure of

the Group, the accounting processes and controls, and the industry in which the Group operates.

A full scope audit was performed on both the Bank and its subsidiary by PwC Bahamas. In
respect of the Bank, we were assisted by PwC component engagement teams, who were
instructed by the Group engagement team to perform specified procedures over certain financial

information.

Materiality

The scope of our audit was influenced by our application of materiality. An audit is designed to
obtain reasonable assurance whether the consolidated financial statements are free from
material misstatement. Misstatements may arise due to fraud or error. They are considered
material if, individually or in aggregate, they could reasonably be expected to influence the

economic decisions of users taken on the basis of the consolidated financial statements.

Based on our professional judgement, we determined certain quantitative thresholds for
materiality, including the overall group materiality for the consolidated financial statements as a
whole as set out in the table below. These, together with qualitative considerations, helped us to
determine the scope of our audit and the nature, timing and extent of our audit procedures and
to evaluate the effect of misstatements, both individually and in aggregate, on the consolidated

financial statements as a whole.

Overall group materiality $1,369,000

How we determined it Approximately 1% of net assets

Rationale for the We chose net assets as the benchmark because, in our view, it is the most
materiality benchmark stable benchmark against which the performance of the Group is measured
applied by users. We chose approximately 1% which is within a range of

acceptable benchmark thresholds.




We agreed with the Audit Committee that we would report to them misstatements identified
during our audit above $68,000, as well as misstatements below that amount that, in our view,

warranted reporting for qualitative reasons.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most
significance in our audit of the consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the consolidated financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these

matters.

The risk that the assumptions used in the
Stage 1 and Stage 2 allowance for credit
losses loan model in respect of future
macroeconomic scenarios, including
forward-looking information, may not be
reasonable.

Refer to Notes 2(c) and 5 to the consolidated
financial statements for disclosures of related
accounting policies and balances.

Stage 1 and Stage 2 loans and advances to
customers of $600 million represent 85% of the
Group’s total assets at the consolidated statement
of financial position date. The Group has recorded
an allowance for credit losses (ACL) in the
amount of $12.5 million on these loans and
advances.

Management’s determination of the ACL for loans
and advances to customers for Stage 1 and
Stage 2 loans is a complex calculation which
involves a significant number of interrelated inputs
and assumptions including internal historical
default rates, changes in credit quality and
macroeconomic factors. The probability of default
and loss given default inputs used to calculate the
ACL are modelled based on macroeconomic
scenarios.

Management considers multiple future
macroeconomic scenarios, each of which
includes a forecast of relevant macroeconomic
variables, designed to capture a range of possible
outcomes. The future macroeconomic variables
are probability-weighted according to
management’s expectation of the relative
likelihood of the range of outcomes each scenario
represents.

We performed the following procedures, amongst
others, over the Stage 1 and Stage 2 allowance for
credit losses:

« obtained an understanding of management’s process
to calculate the Stage 1 and Stage 2 ACL;

« tested the design and operating effectiveness of
certain relevant controls relating to the Stage 1 and
Stage 2 ACL, including controls over the Allowance
Committee’s review of the model, macroeconomic
forecasts, scenarios and probability weightings, results
of model validation and assessment of the final ACL;
and the validation of the ACL model;

* on a sample basis, tested the completeness and
accuracy of underlying data used in the estimation of
the Stage 1 and Stage 2 ACL model by agreeing the
details to loan agreements;

» with the assistance of our credit modelling
specialists, tested the appropriateness of the historical
macroeconomic and forward-looking information and
related assumptions used in the design of future
macroeconomic variables for each forward-looking
scenario by comparing these assumptions with
relevant external market and industry data; and

» performed a sensitivity analysis on economic
variables including GDP forecasts.



As a result of the significant volatility in the
economic environment in which the Group
operates, the Group’s ACL has a high degree of
uncertainty. The key input surrounding the
forward-looking assumptions pertains to the
Gross Domestic Product (GDP) rates, which are
inherently subjective, and can materially impact
the estimate of the Stage 1 and Stage 2 ACL in
future periods.

Other information

Management is responsible for the other information. The other information comprises the RBC
FINCO Annual Report 2025 (but does not include the consolidated financial statements and our
auditors' report thereon), which is expected to be made available to us after the date of this

auditors' report.

Our opinion on the consolidated financial statements does not cover the other information and

we will not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to
read the other information identified above when it becomes available and, in doing so, consider
whether the other information is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit, or otherwise appears to be materially

misstated.

When we read the RBC FINCO Annual Report 2025, if we conclude that there is a material
misstatement therein, we are required to communicate the matter to those charged with

governance.

Responsibilities of management and those charged with governance
for the consolidated financial statements

Management is responsible for the preparation and fair presentation of the consolidated
financial statements in accordance with IFRS Accounting Standards and for such internal
control as management determines is necessary to enable the preparation of consolidated

financial statements that are free from material misstatement, whether due to fraud or error.



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

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

Those charged with governance are responsible for overseeing the Group's financial reporting

process.

Auditors’ responsibilities for the audit of the consolidated financial
statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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 consolidated financial

statements.

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain

professional scepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the consolidated 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.

e 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 internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of

accounting estimates and related disclosures made by management.



e 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
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
consolidated financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditors' report. However, future events or conditions may cause the Group to cease to

continue as a going concern.

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

presentation.

e Plan and perform the group audit to obtain sufficient appropriate audit evidence
regarding the financial information of the entities or business units within the Group as
a basis for forming an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and review of the audit work performed for

purposes 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.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,

and where applicable, actions taken to eliminate threats or safeguards applied.

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the consolidated financial statements of
the current period and are therefore the key audit matters. We describe these matters in our
auditors' report unless law or regulation precludes public disclosure about the matter or when,
in extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to outweigh

the public interest benefits of such communication.



The engagement partner on the audit resulting in this independent auditors' report is Prince A.

Rahming.

/W/AWE[MM @}JM

Chartered Accountants
Nassau, Bahamas

January 26, 2026



FINANCE CORPORATION OF THE BAHAMAS LIMITED (FINCO)

Consolidated Statement of Financial Position

As at October 31, 2025

(Expressed in Bahamian dollars)

October 31, October31,
Notes 2025 2024
(S) ($)
Assets
Cash and cash equivalents 3 33,101,631 35,421,886
Balance with central bank 4 24,970,658 26,177,457
Loans 5 607,376,935 605,439,866
Securities 6 35,476,360 26,677,265
Due from affiliated company 22 94,645
Premises and equipment 7 268,751 268,661
Other assets 8 2,353,322 2,935,678
Total assets 703,642,302 696,920,813
Liabilities
Customers' deposits 9 242,510,715 253,158,347
Due to affiliated companies 22 309,407,051 172,737,435
Other liabilities 10 14,738,564 4,434,028
Total liabilities 566,656,330 430,329,810
Equity
Stated capital 12 5,333,334 5,333,334
Share premium 2,552,258 2,552,258
Other components of equity 12 9,421 32,714
Retained earnings 129,090,959 258,672,697
Total equity 136,985,972 266,591,003
Total equity and liabilities 703,642,302 696,920,813

On January20,2026 the Board of Directors of Finance Corporation of Bahamas Limited authorised these financial
statements for issue.

Director ~ Director

The accompanying notes are an integral part of these consolidated financial statements.
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FINANCE CORPORATION OF THE BAHAMAS LIMITED (FINCO)

Consolidated Statement of Comprehensive Income
For the Year Ended October 31, 2025

(Expressed in Bahamian dollars)

Year ended October 31,

Notes 2025 2024
Income ($) ($)
Interest income 14 36,635,375 37,342,696
Interest expense 15 (9,168,391) (7,188,304)
Net interest income 27,466,984 30,154,392
Non-interest income 16 1,599,581 1,688,485
Total revenue 29,066,565 31,842,877
Non-interest expenses 17 (13,893,754) (14,141,438)
Release of credit losses on fair value through
other comprehensive income securities 21,557 11,006
Release of credit losses on other assets 6 6
Release of credit losses on loans 5 7,857,193 13,253,698
Release of credit losses on securities 185,626 741,089
Net income before taxation 23,237,193 31,707,238
Taxation expense 18 (3,485,579) -
Net income 19,751,614 31,707,238

Other comprehensive income:
Items that may be reclassified subsequently to profit or loss:
Net(losses)/gains on investments in debt
instruments measured at fair value through other
comprehensive income (1,736) 1,039
Net change in allowance for credit losses debt
instruments at fair value through other

comprehensive income (21,557) (11,006)
Total comprehensive income for the year 19,728,321 31,697,271
Earnings per share (basic and diluted) 13 0.74 1.19

The accompanying notes are an integral part of these consolidated financial statements.
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For the Year Ended October 31, 2025

(Expressed in Bahamian dollars)

FINANCE CORPORATION OF THE BAHAMAS LIMITED (FINCO)

Consolidated Statement of Changes in Equity

Other
Stated Share Components Retained

Capital Premium of Equity Earnings Total

(S) (8) (S) (S) (S)

As of October 31, 2024 5,333,334 2,552,258 32,714 258,672,697 266,591,003

Net income - - - 19,751,614 19,751,614

Other comprehensive loss - - (23,293) - (23,293)

Total comprehensive (loss)/income - - (23,293) 19,751,614 19,728,321
Transactions with owners

Dividends (Note 19) - - - (149,333,352) (149,333,352)

Total transactions with owners - - - (149,333,352) (149,333,352)

As at October 31, 2025 5,333,334 2,552,258 9,421 129,090,959 136,985,972

As of October 31, 2023 5,333,334 2,552,258 42,681 246,965,462 254,893,735

Net income - - - 31,707,238 31,707,238

Other comprehensive loss - - (9,967) - (9,967)

Total comprehensive (loss)/income - - (9,967) 31,707,238 31,697,271
Transactions with owners

Dividends (Note 19) - - - (20,000,003) (20,000,003)

Total transactions with owners - - - (20,000,003) (20,000,003)

As at October 31, 2024 5,333,334 2,552,258 32,714 258,672,697 266,591,003

Dividends per share (Note 19) $5.60 (2024: $0.75)

The accompanying notes are an integral part of these consolidated financial statements.
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FINANCE CORPORATION OF THE BAHAMAS LIMITED (FINCO)

Consolidated Statement of Cash Flows

For the Year Ended October 31, 2025

(Expressed in Bahamian dollars)

Net income

Adjustments for:
Net release of credit losses on financial instruments
Amortisation of premium on securities
Depreciation
Operating income before changes in operating
assets and liabilities

Decrease/(increase)in operating assets:
Mandatory reserves with Central Bank
Loans
Due from affiliated company
Other assets

Increase/(decrease)in operating liabilities:
Customers' deposits
Due to affiliated companies
Other liabilities

Cash generated from operating activities

Investing activities
Purchase of premises and equipment
Purchase of securities
Proceeds from maturity of securities

Cash (used in)/generated from investing activities

Financing activities
Dividends paid
Cash used in financing activities
Net decrease in cash and cash equivalents

Effects of fair value changes on cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents at end of year

Cash and cash equivalents:
Cash and cash equivalents
Unrestricted cash balances with central bank

Supplemental information:
Interest received
Interest paid

Year ended October31,

The accompanying notes are an integral part of these consolidated financial statements.
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Notes 2025 2024
($) ($)

23,237,193 31,707,238

(8,064,382) (14,005,799)

(260,546) -

7 523 16,903
14,912,788 17,718,342

192,275 (1,778,413)

5,920,124 16,594,199

(94,645) -

582,362 (646,096)

(10,647,632) (18,194,724)
112,469,613 48,282

(1,247,712) (5,390)

122,087,173 13,736,200

7 (613) (268,138)
6 (19,164,922) (7,182,800)
6 10,812,000 8,697,600
(8,353,535) 1,246,662

19 (117,066,681) (21,333,336)
(117,066,681) (21,333,336)
(3,333,043) (6,350,474)

(1,736) 1,039

48,926,780 55,276,215

45,592,001 48,926,780

3 33,101,631 35,421,886
4 12,490,370 13,504,894
45,592,001 48,926,780

36,886,072 37,321,891

(8,538,018) (7,246,499)




FINANCE CORPORATION OF THE BAHAMAS LIMITED (FINCO)
Notes to the Consolidated Financial Statements

1. INCORPORATION AND BUSINESS ACTIVITIES

Finance Corporation of Bahamas Limited (the “"Group”) was incorporated in the Commonwealth of The
Bahamas (The Bahamas) and is licensed under the provisions of the Banks and Trust Companies Regulation
Act, 2020 and is also licensed as an Authorised Dealer, pursuant to the Exchange Control Regulations Act.
The Bank is 75% majority owned by RBC Royal Bank (Bahamas) Limited (Immediate Parent),a company also
incorporated in The Bahamas, which is a wholly-owned subsidiary of the ultimate parent company, Royal
Bank of Canada (RBC or RBC Group)incorporated in Canada. The Bank's shares are publicly traded and
listed on the Bahamas International Securities Exchange (BISX) with 25% of its ownership being held by the
Bahamian public.

The Bank has three branch locations in New Providence and one branch in Freeport, Grand Bahama. Its busi-
ness activities include the acceptance of savings, term and demand deposits, the buying and selling of foreign
currency, and mortgage lending in New Providence and Grand Bahamas Islands of The Bahamas. The Bank's
registered office is located at Royal Bank House, East Hill Street, Nassau, The Bahamas.

The Bank has a wholly-owned subsidiary, Safeguard Insurance Brokers Limited which is incorporated in The
Bahamas and provides insurance brokerage services to mortgage customers of the Bank. The Bank and its
subsidiary are collectively referred to as the Group.

2. MATERIAL ACCOUNTING POLICIES

The material accounting policies used in the preparation of these Financial Statements are summarised
below.

These financialstatements, in all material respects, have been prepared in accordance with IFRS® Accounting
standards which comprise the following authoritative literature:
«  IFRS® Accounting Standards,
IAS® Standards; and
Interpretations developed by the IFRS® Interpretations Committee (IFRIC® interpretations) or its prede-
cessor body, the Standing Interpretations Committee (SIC® Interpretations).

a) Basis of preparation
These financial statements are prepared in accordance with IFRS®Accounting Standards as issued by the
International Accounting Standards Board. The financial statements have been prepared on a historical
cost basis, except as disclosed in the accounting policy below.

In preparing these consolidated financial statements (hereafter, financial statements), management is re-
quired to make subjective estimates and assumptions that affect the reported amount of assets, liabilities,
net income and related disclosures. Estimates made by management are based on historical experience
and other assumptions that are believed to be reasonable. Key sources of estimation uncertainty include:
determination of fair value of financial instruments and the allowance for credit losses and litigation
provisions. Accordingly, actual results may differ from these and other estimates thereby impacting the
Group's future financial statements. Refer to the relevant accounting policies in this note for details on the
use of estimates and assumptions.

The areas involving a higher degree of judgement or complexity, or areas where assumptions andestima-
tesaresignificanttotheconsolidatedfinancialstatementsaredisclosedinNotes2(c), 2(j) and 26.

Except as disclosed below, standards and amendments and interpretations to published standards that
became effective for the Bank's financial year beginning on November 1, 2024 were not relevant or not
significant to the Bank's operations, and accordingly did not impact the Bank’s accounting policies or
financial statements.



FINANCE CORPORATION OF THE BAHAMAS LIMITED (FINCO)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

2. MATERIAL ACCOUNTING POLICIES (CONTINUED)

a)

b)

Basis of preparation (continued)

Future changes in accounting policy and disclosure
Amendments to the Classification and Measurement of Financial Instruments

In May 2024, the IASB issued Amendments to the Classification and Measurement of Financial
Instruments which amends IFRS 9 Financial Instruments and IFRS 7 Financial Instruments:
Disclosures (the Amendments). The Amendments clarify the recognition and derecognition of fi-
nancial instruments and introduce an accounting policy option for financial liabilities settled through
electronic payment systems. The Amendments also clarify classification guidance for financial as-
sets with contingent features not directly related to changes in basic lending risks and introduce ad-
ditional related disclosure requirements for financial instruments with such contingentfeatures.
TheAmendmentswillbeeffectiveforusonNovember1,2026andwillbe applied retrospectively with no re-
statement of comparative periods required. To manage the implementation of the Amendments, we es-
tablished a program to assess the impact on systems, processes and financial reporting. We continueto
assess the impact of adopting the Amendments on our Financial Statements.

IFRS 18 Presentation and Disclosure in Financial Statements (IFRS18)

In April 2024, the IASB issued IFRS 18, which sets out requirements for the presentation and disclosure
of information in the financial statements. IFRS 18 will replace IAS 1 Presentation of Financial Statements
and accompanies limited amendments to other standards which will be effective upon the adoption of
the new standard. The standard introduces new defined subtotals to be presented in the Consolidated
Statement of Income, disclosure of management-defined performance measures and requirements for
aggregation and disaggregation of information. This standard will be effective for us on November 1, 2027
and will be applied retrospectively. To manage the transition to IFRS 18, we established a program to
assess the impact on systems, processes and financial reporting required for adoption. We continue to
assess the impact of adopting this standard on our Financial Statements.

Basis of consolidation

These consolidated financial statements include the assets and liabilities and results of operations of the
Bank and its wholly-owned subsidiary after elimination of intercompany transactions, balances, revenues
and expenses.

Subsidiaries are all entities over which the Group has control. The Group controls an entity when the
Group is exposed to, or has rights to, variable returns from its involvement with the entity and has the
ability to affect those returns through its power over the entity. The Group has power over an entity when
it has existing rights that give it the current ability to direct the activities that most significantly affect the
entity's returns (relevant activities). Power may be determined based on voting rights or, in the case of
structured entities, other contractual arrangements.

The determination of control is based on the current facts and circumstances and is continuously as-
sessed. In some circumstances, different factors and conditions may indicate that various parties control
an entity depending on whether those factors and conditions are assessed in isolation or in totality.
Significant judgement is applied in assessing the relevant factors and conditions in totality when deter-
mining whether the Group controls an entity. Specifically, judgement is applied in assessing whether the
Group has substantive decision-making rights over the relevant activities and whether it is exercising its
power as a principal or an agent. The Group consolidates all subsidiaries from the date control is trans-
ferred and ceases consolidation when an entity is no longer controlled by it. The Group's consolidation
conclusions affect the classification and amount of assets, liabilities, revenues and expenses reported in
the consolidated financial statements.



FINANCE CORPORATION OF THE BAHAMAS LIMITED (FINCO)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

2. MATERIAL ACCOUNTING POLICIES (CONTINUED)

b) Basis of consolidation (continued)

c)

Intercompany transactions, balances and unrealised gains on transactions between group companies
are eliminated. Unrealised losses are also eliminated unless the transaction provides evidence of an im-
pairment of the transferred asset. Accounting policies of subsidiary have been changed where necessary
to ensure consistency with the policies adopted by the Group.

Financial instruments
Classification and measurement of financial assets

Financial assets are measured at initial recognition at fair value and are classified and subsequently
measured at fair value through profit or loss (FVTPL), fair value through other comprehensive income
(FVOCI) or amortised cost based on the Group's business model for managing the financial assets and
the contractual cash flow characteristics of the instrument.

Debt instruments are measured at amortised cost if both of the following conditions are met and the as-
set is not designated as FVTPL.: (a) the asset is held within a business model that is Held-to-Collect (HTC)
as described below, and (b) the contractual terms of the instruments give rise, on specified dates,to cash
flows that are solely payments of principal and interest (SPPI) on the principal amount outstanding.

Debt instruments are measured at FVOCI if both of the following conditions are met and the asset is
not designated as FVTPL: (a) the asset is held within a business model that is Held-to-Collect-and-Sell
(HTC&S) as described below, and (b) the contractual terms of the instrument give rise, on specified
dates, to cash flows that are SPPI.

All other debt instruments are measured at FVTPL. Equity instruments are measured at FVTPL, unless
the asset is not held for trading purposes and the Group makes an irrevocable election to designate the
asset as FVOCI. This election is made on an instrument-by-instrument basis.

Business model assessment

The Group determines the business models at the level that best reflects how it manages portfolios of
financial assets to achieve business objectives. Judgement is used in determining the business models,
which is supported by relevant, objective evidence including:

The significant risks affecting the performance of the business, for example, market risk, credit risk, or
other risks as described in the Risk Management Note 24, and the activities taken to manage those risks;

Historical and future expectations of sales of the loans and securities managed as part of a business
model; and

« The compensation structures for managers of the businesses within the Group, to the extent that these
are directly linked to the economic performance of the business model.

The Group's business models fall into three categories, which are indicative of the key categories used
to generate returns:

HTC: the objective of this business model is to hold loans and securities to collect contractual principal
and interest cash flows; sales are incidental to this objective and are expected to be insignificant or
infrequent.

HTC&S: both collecting contractual cash flows and sales are integral to achieving the objective of the
business model; and

Other fair value business models: these business models are neither HTC nor HTC&S, and primarily
represent business models where assets are held-for-trading or managed on a fair value basis.



FINANCE CORPORATION OF THE BAHAMAS LIMITED (FINCO)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

2. MATERIAL ACCOUNTING POLICIES(CONTINUED)
c) Financial instruments (continued)
Classification and measurement of financial assets (continued)

SPPI assessment

Instruments held within a HTC or HTC&S business model are assessed to evaluate if their contractual
cash flows are comprised of solely payments of principal and interest. SPPI payments are those which
would typically be expected for basic lending arrangements. Principal amounts include the fair value of
the financial asset at initial recognition from lending and financing arrangements, and interest primarily
relates to basic lending return, including compensation for credit risk and the time value of money asso-
ciated with the principal amount outstanding over a period of time. Interest can also include other basic
lending risks and costs (for example, liquidity risk, servicing or administrative costs) associated with
holding the financial asset for a period of time, and a profit margin.

Securities

Investment securities include all securities classified as amortised cost. Treasury bills which have original
contractual maturities of three months or less have been classified at fair value through other compre-
hensive income and are included as part of cash and cash equivalents.

Investment securities carried at amortised cost are measured using the effective interest rate method and
are presented net of any allowance for credit losses, calculated in accordance with the Group's policy for
allowance for credit losses as described below. Interest income, including the amortisation of premiums
and discounts on securities measured at amortised cost, are recorded in net interest income. Impairment
gains or losses recognised on amortised cost securities are recorded in provision for credit losses in the
statement of comprehensive income. When a debt instrument measured at amortised cost is sold, the
difference between the sale proceeds and the amortised cost of the security at the time of sale is recorded
as a net gain/(loss) on investment securities in non-interest income.

Debt securities carried at FVOCI are measured at fair value with unrealised gains and losses arising from
changes in fair values recognised in other comprehensive income and included in other components
of equity. Impairment gains and losses are included in provision for credit losses and correspondingly
reduce the accumulated change in fair value included in other components in equity. When a debt in-
strument measured at FVOCI is sold, the cumulative gain or loss is reclassified from other components of
equity to net gain (loss) on investment securities in non-interest income.

The Group accounts for all securities using settlement date accounting and changes in fair value between
trade date and settlement date are reflected in income for securities measured at FVTPL, and changes in
fair value of securities measured at FVOCI between trade date and settlement date are recorded in other
comprehensive income (OCI), except for changes in foreign exchange rates on debt securities, which are
recorded in non-interest income.

Fair value option

A financial instrument with a reliably measurable fair value can be designated as FVTPL (the fair value
option) on its initial recognition even if the financial instrument was not acquired or incurred principal-
ly for the purpose of selling or repurchasing. The fair value option can be used for financial assets if it
eliminates or significantly reduces a measurement or recognition inconsistency that would otherwise
arise from measuring assets or liabilities or recognizing related gains and losses on a different basis (an
"accounting mismatch”). The fair value option can be elected for financial liabilities if: (i) the election
eliminates an accounting mismatch; (ii) the financial liability is part of a portfolio that is managed on a fair
value basis, in accordance with a documented risk management or investment strategy; or (iii) there is an



FINANCE CORPORATION OF THE BAHAMAS LIMITED (FINCO)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

2. MATERIAL ACCOUNTING POLICIES (CONTINUED)
c) Financial instruments (continued)
Classification and measurement of financial assets(continued)

embedded derivative in the financial or non-financial host contract and the derivative is not closely related
to the host contract. These instruments cannot be reclassified out of the FVTPL category subsequently.

Financial assets designated as FVTPL are initially recorded at fair value and any unrealised gains or loss-
es arising due to changes in fair value are included in non-interest income.

Loans

Loans are debt instruments recognised initially at fair value and are subsequently measured in accord-
ance with the classification of financial assets policy described above. All of the Group's loans are carried
at amortised cost using the effective interest method, which represents the gross carrying amount less
allowance for credit losses.

Interest on loans are recognised in interest income using the effective interest method. The estimated fu-
ture cash flows used in this calculation include those determined by the contractual term of the asset and
all fees that are considered to be integral to the effective interest rate. Also included in this amount are
transaction costs and all other premiums or discounts. Fees that relate to activities such as originating,
restructuring or renegotiating loans are deferred and recognised as interest income over the expected
term of such loans using the effective interest method. Where there is a reasonable expectation that a
loan will be originated,commitment and standby fees are also recognised as interest income over the
expected term of the resulting loans using the effective interest method. Otherwise, such fees are record-
ed as other liabilities and amortised into non-interest income over the commitment or standby period.
Prepayment fees on mortgage loans are not included as part of the effective interest rate at origination. If
prepayment fees are received on a renewal of a mortgage loan, the fee is included as part of the effective
interest rate; and if not renewed, the prepayment fee is recognised in interest income at the prepayment
date.

For loans carried at amortised cost, impairment losses are recognised at each statement of financial po-
sition date in accordance with the three-stage impairment model outlined in these accounting policies.

Allowance for credit losses

An allowance for credit losses (ACL) is established for all financial assets, except for financial assets
classified or designated as FVTPL and equity securities designated as FVOCI, which are not subject to
an impairment assessment. Assets subject to an impairment assessment include loans, debt securities,
interest-bearing deposits with banks and accounts receivable. Provision for credit losses (PCL)on debt
securities measured at FVOCI is booked to the consolidated statement of comprehensive income and
the ACL on debt securities measured at FVOCI is presented in other comprehensive income in the con-
solidated statement of financial position. Financial assets carried at amortised cost are presented net
of the ACL in the consolidated statement of financial position. PCL on amortised cost instruments are
recognised directly in the consolidated statement of comprehensive income.

Items subject to impairment assessment also include undrawn loan commitments. The ACL for undrawn
credit commitments is included in the ACL for loans.For these products, ACL is disclosed in the notes to
the consolidated financial statements.



FINANCE CORPORATION OF THE BAHAMAS LIMITED (FINCO)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

2. MATERIAL ACCOUNTING POLICIES (CONTINUED)
c) Financial instruments (continued)
Classification and measurement of financial assets (continued)
Allowance for credit losses (continued)

The Group measures the ACL at each consolidated statement of financial position date according to a
three-stage expected credit loss impairment model:

Performing financial assets:

Stage 1 - From initial recognition of a financial asset to the date on which the asset has experienced
a significant increase in credit risk relative to its initial recognition, a loss allowance is recognised
equal to the credit losses expected to result from defaults occurring over a 12 month period or shorter
if the remaining term is less than 12 months following the reporting date.

« Stage 2 - Following a significant increase in credit risk relative to the initial recognition of the finan-
cial asset, a loss allowance is recognised equal to the credit losses expected over the remaining
lifetime of the asset.

Impaired financial assets:

« Stage 3 - When a financial asset is considered to be credit-impaired, a loss allowance is recognised
equal to credit losses expected over the remaining lifetime of the asset.

The ACL is a discounted probability-weighted estimate of the cash shortfalls expected to result from de-
faults over the relevant time horizon. For loan commitments, credit loss estimates consider the portion of
the commitment that is expected to be drawn over the relevant time period.

Increases or decreases in the required ACL attributable to purchases and new originations, derecog-
nitions or maturities, and remeasurements due to changes in loss expectations or stage migrations are
recorded in the PCL. Write-off and recoveries are recorded against ACL.

The ACL represents an unbiased estimate of expected credit losses on financial assets as at the con-
solidated statement of financial position date. Judgment is required in making assumptions and estima-
tions when calculating the ACL, including movements between the three stages and the application of
forward-looking information. The underlying assumptions and estimates may result in changes to the
allowances from period to period that significantly affects the results of operations.

Measurement of expected credit losses

Expected credit losses are based on a range of possible outcomes and consider available, reasonable and
supportable information including internal and external ratings, historical credit loss experience and ex-
pectations about future cash flows. The measurement of expected credit losses is based primarily on the
product of the instrument’s probability of default (PD), loss given default (LGD) and exposure at default
(EAD) discounted to the reporting date. The main difference between Stage 1and Stage 2 expected credit
losses for performing financial assets is therespectivecalculationhorizon.StagelestimatesprojectPD, LGD
and EAD over a maximum period of 12 months while Stage 2 estimates project PD, LGD and EAD over
the remaining lifetime of the instrument.

An expected credit loss estimate is produced at the loan level. The estimate is based on model that takes
into account different segments of the Group's portfolio and forward-looking information. To reflect other
characteristics that are not already considered through modelling, expert credit judgment can be exer-
cised in determining the final expected credit losses using a range of possible outcomes.

Expected credit losses are discounted to the reporting period date using the effective interest rate.



FINANCE CORPORATION OF THE BAHAMAS LIMITED (FINCO)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

2. MATERIAL ACCOUNTING POLICIES (CONTINUED)
c) Financial instruments (continued)
Classification and measurement of financial assets(continued)
Allowance for credit losses(continued)

Expected life

For instruments in Stage 2 or Stage 3, the loss allowance reflects the expected credit losses over the
expected remaining lifetime of the instrument. For most instruments, the expected life is limited to the
remaining contractual life.

An exemption is provided for certain instruments with the following characteristics: (a) the instrument
includes both a loan and undrawn commitment component; (b) the Group has the contractual ability to
demand repayment and cancel the undrawn commitment; and (c)the Group’s exposure to credit losses
is not limited to the contractual notice period. For products in scope of this exemption, the expected life
may exceed the remaining contractual life and is the period over which the Group's exposure to credit
losses is not mitigated by its normal credit risk management actions. This period varies by product and
risk category and is estimated based on historical experience with similar exposures and consideration
of credit risk management actions taken as part of a regular credit review cycle. The products in scope
of this exemption includes overdraft balances. Determining the instruments in scope for this exemption
and estimating the appropriate remaining life based on historical experience and credit risk mitigation
practices requires significant judgment.

Assessment of significant increase in credit risk

The assessment of a significant increase in credit risk requires significant judgment. Movements be-
tween Stage 1 and Stage 2 are based on whether an instrument'’s credit risk as at the reporting date has
increased significantly relative to the date it was initially recognised. This assessment is performed at the
instrument level.

The Group’s assessment of significant increases in credit risk remains largely the same and is based on
factors such as delinquency status and whether or not the account is watch-listed and managed by the
special loans group.

If any of the following conditions is met, the instrument is moved from Stage 1 to Stage 2:
1. The instrument is 30 days past due;

2. The account is watch-listed and centrally monitored and managed. This centrally monitored portfolio
today remains a mix of accounts which are in default and accounts with minimal or no delinquency.
The latter remains within the purview of the specialised management team due to circumstances
other than delinquency which marks the account as having a higher risk component;

3. Retail loans receiving business as usual deferrals granted by the Group's collections team;
4. Loans of clients who had a prior default during the last three years; and

5. Increases in the probability of default (PD)at the loan level.

Use of forward-looking information

The PD and LGD inputs used to estimate the Stage1 and Stage 2 credit loss allowances under the IFRS
9 model are modelled based on macroeconomic scenarios. Each macroeconomic scenario used in the
Group's expected credit loss calculation includes a projection of all relevant macroeconomic variables
used in the Group’s models for a five year period.

Further details on the Group’s forward-looking assumptions and scenarios as at October 31, 2024 are
provided in Note 5.



FINANCE CORPORATION OF THE BAHAMAS LIMITED (FINCO)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

2. MATERIAL ACCOUNTING POLICIES (CONTINUED)
c) Financial instruments (continued)
Classification and measurement of financial assets (continued)
Allowance for credit losses (continued)

Scenario Design

The Group's estimation of expected credit losses in Stage 1and Stage 2 is a discounted probability-weight-
ed estimate that considers five distinct future macroeconomic scenarios. Scenarios and scenario weights
are set at the RBC Group level; considering the RBC baseline forecast and reasonable downside and up-
side assumptions. Scenarios are global in nature and include predictions of macroeconomic conditions in
North America, Europe, and the Caribbean. Having scenarios and scenario weights set at the RBC group
level allows RBC to have a consistent view of macroeconomic scenarios across business lines and legal
entities.

Scenarios are designed to capture a wide range of possible outcomes and weighted on the relative
likelihood of the range of outcomes that each scenario represents. Scenario weights take into account
historical frequency, current trends, and forward-looking conditions and are updated on a quarterly ba-
sis. All scenarios considered are applied to all portfolios subject to expected credit losses with the same
probability weighting.

Definition of default

The definition of default used in the measurement of expected credit losses is consistent with the defi-
nition of default used for the Group's internal credit risk management purposes. The definition of default
may differ across products and consider both quantitative and qualitative factors, such as the terms of
financial covenants and days past due. For retail borrowers, except as detailed below, default occurs
when the borrower is 90 days or more past due on any material obligation to the Group, and/or the Group
considers the borrower unlikely to make their payments in full without recourse action, such as taking
formal possession of any collateral held. The definition of default used is applied consistently from period
to period and to all financial instruments unless it can be demonstrated that circumstances have changed
such that another definition of default is more appropriate.

Credit-impaired financial assets (Stage 3)

Financial assets are assessed for credit-impairment at each consolidated statement of financial position
date and more frequently when circumstances warrant further assessment. Evidence of credit-impair-
ment may include indications that the borrower is experiencing significant financial difficulty, probability
of bankruptcy or other financial reorganisation, as well as a measurable decrease in the estimated fu-
ture cash flows evidenced by the adverse changes in the payments status of the borrower or economic
conditions that correlate with defaults. An asset that is in Stage 3 will move back to Stage 2 when, as at
the reporting date, it is no longer considered to be credit-impaired. The asset will migrate back to Stage
1 when its credit risk at the reporting date is no longer considered to have increased significantly from
initial recognition, which could occur during the same reporting period as the migration from Stage 3 to
Stage 2.

When a financial asset has been identified as credit-impaired, expected credit losses are measured as
the difference between the asset’s gross carrying amount and the present value of estimated future cash
flows discounted at the instrument’s original effective interest rate. For impaired financial assets with-
drawn and undrawn components, expected credit losses also reflect any credit losses related to the por-
tion of the loan commitment that is expected to be drawn down over the remaining life of the instrument.

When a financial asset is credit-impaired, interest ceases to be recognised on the regular accrual basis,
which accrues income based on the gross carrying amount of the asset. Rather, the accrual is calculated
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2. MATERIAL ACCOUNTING POLICIES (CONTINUED)
c) Financial instruments (continued)
Classification and measurement of financial assets (continued)
Allowance for credit losses (continued)
Credit-impaired financial assets (Stage 3) (continued)

by applying the effective interest rate to the carrying amount, which is recorded in the consolidated state-
ment of financial position. The discount resulting from the impact of time delays in collecting principal
payments (time value of money) is established and recorded through the provision for credit losses.

ACL for credit-impaired financial assets in Stage 3 are established at the financial asset level, where loss-
es related to impaired financial assets are identified on individually significant financial assets, or collec-
tively assessed and determined through the use of portfolio-based rates, without reference to particular
financial assets.

Individually assessed loans (Stage 3)

When individually significant loans are identified as impaired, the carrying value of the loan is reduced to
its estimated realizable value by recording an individually assessed ACL to cover identified credit losses.
The individually assessed ACL reflects the expected amount of principal and interest calculated under the
terms of the original loan agreement that will not be recovered, and the impact of time delays in collect-
ing principal and/or interest (time value of money). The estimated realizable value for each individually
significant loan is the present value of expected future cash flows discounted using the original effec-
tive interest rate for each loan. When the amounts and timing of future cash flows cannot be estimated
with reasonable reliability, the estimated realizable amount may be determined using observable market
prices for comparable loans, the fair value of collateral underlying the loans, and other reasonable and
supported methods based on management judgment.

Individually-assessed allowances are established in consideration of a range of possible outcomes, to
the extent relevant to the circumstances of the specific borrower being assessed. Assumptions used in
estimating expected future cash flows reflect current and expected future economic conditions based on
expert credit judgement.

Significant judgment is required in assessing evidence of credit-impairment and estimation of the amount
and timing of future cash flows when determining expected credit losses. Changes in the amount ex-
pected to be recovered would have a direct impact on the provision for credit losses and may result in a
change in the ACL.

Collectively assessed loans (Stage 3)
Loans that are collectively assessed are grouped on the basis of similar risk characteristics,taking into
account loan type, geographic location, collateral type, past due status and other relevant factors.

The collectively-assessed ACL reflects: (i) the expected amount of principal and interest calculated under
the terms of the original loan agreement that will not be recovered, and (ii) the impact of time delays in
collecting principal and/or interest (time value of money).

The expected amount of principal and interest that will be collected is estimated on a loan-by-loan basis
and references historical loss experience of comparable portfolios with similar credit risk characteristics,-
adjusted for the current environment and expected future conditions. A portfolio-specific coverage ratio
is applied against the impaired loan balance in determining the collectively-assessed ACL. The time value
of money component is calculated using discount factors that represent the expected recovery pattern of
the comparable group of loans. The discount factors reflect the historical experience of these groups ad-
justed for current and expected future economic conditions and/or industry factors. Significant judgment
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c) Financial instruments (continued)
Allowance for credit losses (continued)
Collectively assessed loans (Stage 3) (continued)

is required in assessing evidence of credit-impairment and estimation of the amount and timing of future
cash flows when determining expected credit losses. Changes in the amount expected to be recovered
would have a direct impact on the provision for credit losses and may result in a change in the ACL.

Write-off of loans

Loans are generally written off, either partially or in full, when there is no or minimal realistic prospect
of recovery. Where loans are secured, they are generally written off after receipt of any proceeds from
the realisation of collateral. In circumstances where the net realizable value of any collateral has been
determined and there is no reasonable expectation of further recovery, write off maybe earlier. Unsecured
loans are generally written off at 365 days past due. Loans secured by real estate are generally written off
at 2,000 days past due unless liquidation of the underlying real estate collateral is expected to be closed
in the short term. In such cases write-off may be delayed beyond 2,000 days. In all other instances, the
write-off will be completed at 2,000 days, although recovery efforts will continue.

Modifications

The original terms of a financial asset may be renegotiated or otherwise modified, resulting in changes to
the contractual terms of the financial asset that affect the contractual cash flows. The treatment of such
modifications is primarily based on the process undertaken to execute the renegotiation and the nature
and extent of changes expected to result. Modifications can be tracked through the original financial as-
set or result in derecognition of the original financial asset and recognition of a new financial asset.

A modified financial asset continues to be subject to the same assessments for significant increase in
credit risk relative to initial recognition and credit-impairment, as described above. A modified financial
asset will migrate out of Stage 3 if the conditions that led to it being identified as credit-impaired are
no longer present and relate objectively to an event occurring after the original credit-impairment was
recognised. A modified financial asset will migrate out of Stage 2 when it no longer satisfies the relative
thresholds set to identify significant increases in credit risk, which are based on changes in days past due
and other qualitative considerations.

If a modification of terms does not result in derecognition of the financial asset, the carrying amount of
the financial asset is recalculated as the present value of the renegotiated or modified contractual cash
flows, discounted at the original effective interest rate and a gain or loss is recognised only if material.
The financial asset continues to be subject to the same assessments for significant increase in credit risk
relative to initial recognition and credit-impairment, as described above. The financial asset continues to
be monitored for significant increases in credit risk and credit-impairment.

If a modification of terms results in derecognition of the original financial asset and recognition of the new
financial asset, the new financial asset will generally be recorded in Stage 1, unless it is determined to be
credit-impaired at the time of the renegotiation. For the purposes of assessing for significant increases in
credit risk, the date of initial recognition for the new financial asset is the date of the modification.

Determination of fair value

The fair value of a financial instrument is the price that would be received to sell an asset or paid to trans-
fer a liability in an orderly transaction between market participants at the measurement date. The Group
determines fair value by incorporating all factors that market participants would consider in setting a
price, including commonly accepted valuation approaches.
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Determination of Fair Value (continued)

The Group has established policies, procedures and controls for valuation methodologies and techniques
to ensure fair value is reasonably estimated. Major valuation processes and controls include, but are
not limited to, profit and loss decomposition, independent price verification (IPV) and model validation
standards. These control processes are managed by either Finance or Group Risk Management and are
independent of the relevant businesses and their trading functions.

All fair value instruments are subject to IPV, a process whereby trading function valuations are verified
against external market prices and other relevant market data. Market data sources include traded pric-
es, brokers and price vendors. The Group gives priority to those third-party pricing services and prices
having the highest and most consistent accuracy. The level of accuracy is determined over time by com-
paring third-party price values to traders’ or system values, to other pricing service values and, when
available, to actual trade data. Other valuation techniques are used when a price or quote is not available.
Some valuation processes use models to determine fair value. The Group has a systematic and consist-
ent approach to control model use. Valuation models are approved for use within the Group’s model risk
management framework. The framework addresses, among other things, model development standards,
validation processes and procedures, and approval authorities. Model validation ensures that a model is
suitable for its intended use and sets parameters for its use. All models are revalidated regularly.

In determining fair value, a hierarchy is used which prioritises the inputs to valuation techniques. The
fair value hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical
assets or liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3). Determination of
fair value based on this hierarchy requires the use of observable market data whenever available. Level 1
inputs are unadjusted quoted prices in active markets for identical assets or liabilities that the Group has
the ability to access at the measurement date. Level 2 inputs include quoted prices for similar assets or
liabilities inactive markets, quoted prices for identical or similar assets or liabilities in markets that are not
active, and model inputs that are either observable, or can be corroborated by observable market data for
substantially the full term of the assets or liabilities.

Level 3 inputs are inputs that are unobservable. Unobservable inputs are used to measure fair value to the
extent that observable inputs are not available at the measurement date. The availability of inputs for val-
uation may affect the selection of valuation techniques. The classification of a financial instrument in the
hierarchy for disclosure purposes is based upon the lowest level of input that is significant to the meas-
urement of fair value. Where observable prices or inputs are not available, management judgement is re-
quired to determine fair values by assessing other relevant sources of information such as historical data,
proxy information from similar transactions, and through extrapolation and interpolation techniques.

For more complex or illiquid instruments, significant judgement is required in the determination of the
model used, the selection of model inputs, and in some cases, the application of valuation adjustments
to the model value or quoted price for inactively traded financial instruments, as the selection of mod-
el inputs may be subjective, and the inputs may be unobservable. Unobservable inputs are inherently
uncertain as there is little or no market data available from which to determine the level at which the
transaction would occur under normal business circumstances. Appropriate parameter uncertainty and
market-risk valuation adjustments for such inputs and other model-risk valuation adjustments are as-
sessed in all such instances.
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c) Financial instruments (continued)
Transaction costs

Transaction costs are expensed as incurred for financial instruments classified or designated as at FVTPL.
For other financial instruments, transaction costs are capitalised on initial recognition. For financial assets
and financial liabilities measured at amortised cost, capitalised transaction costs are amortised through
net interest income over the estimated life of the instrument using the effective interest method.

Offsetting financial assets and financial liabilities

Financial assets and financial liabilities are offset on the consolidated statement of financial position
when there exists both a legally enforceable contractual right to offset the recognised amounts and an
intention to settle on a net basis or realise the asset and settle the liability simultaneously.

Derecognition of financial assets

Financial assets are derecognised from the consolidated statement of financial position when the Group's
contractual rights to the cash flows from the assets have expired, when the Group retains the rights to
receive the cash flows of the assets but assume an obligation to pay those cash flows to a third party sub-
ject to certain pass-through requirements or when the Group transfers its contractual rights to receive
the cash flows and substantially all of the risk and rewards of the assets have been transferred. When the
Group retains substantially all of the risks and rewards of the transferred assets, the transferred assets
are not derecognised from the consolidated statement of financial position and are accounted for as
secured financing transactions. When the Group neither retains nor transfer substantially all risks and
rewards of ownership of the assets, it derecognises the assets if control over the assets is relinquished. If
the Group retains control over the transferred assets, it continues to recognise the transferred assets to
the extent of its continuing involvement.

Management's judgement is applied in determining whether the contractual rights to the cash flows
from the transferred assets have expired or whether the Group retains the rights to receive cash flows
on the assets but assume an obligation to pay for those cash flows. The Group derecognises transferred
financial assets if it transfers substantially all the risk and rewards of the ownership in the assets. When
assessing whether the Group has transferred substantially all of the risk and rewards of the transferred
assets, management considers the entity exposure before and after the transfer with the variability in the
amount and timing of the net cash flows of the transferred assets.

In transfers that the Group retains the servicing rights, management has applied judgement in assessing
the benefits of servicing against market expectations. When the benefits of servicing are greater than fair
market value, a servicing asset is recognised in other assets in the consolidated statement of financial
position. When the benefits of servicing are less than fair market value, a servicing liability is recognised
in other liabilities in the consolidated statement of financial position.

Derecognition of financial liabilities

The Group derecognises a financial liability from the consolidated statement of financial position when
its obligation specified in the contract expires, or is discharged or cancelled. The Group recognises the
difference between the carrying amount of a financial liability transferred and the consideration paid in
the consolidated statement of comprehensive income.
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d) Foreign currency translation

e)

f)

Functional and presentation currency

Items included in the financial statements of the Group are measured using the currency of the primary
economic environment in which the Group operates (the functional currency).The consolidated financial
statements are presented in Bahamian dollars (B$), which is the Group’s functional currency.

Transactions and balances

In preparing the consolidated financial statements’ transactions in currencies other than the function-
al currency (foreign currencies) are recognised at the rates of exchange prevailing at the dates of the
transactions. At the end of each reporting period, monetary items denominated in foreign currencies are
translated at the rates prevailing at that date. Non-monetary assets and liabilities that are denominated in
foreign currencies and carried at fair value are translated at the rates prevailing at the date when thefair
value was determined. Non-monetary items denominated in foreign currencies and carried at historical
cost are translated at the rate prevailing at the date of the transaction.

Exchange differences are recognised in net income in the consolidated statement of comprehensive in-
come in the period in which they arise.

Customers’ deposits

Customers' deposits are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method. Customers' deposits are derecognised when the financial liability has
been extinguished.

Income and expense recognition
Interest

Interest income and interest expense is recognised in the consolidated statement of comprehensive in-
come for all interest-bearing financial instruments using the effective interest method. The effective inter-
est method is a method of calculating the amortised cost of a financial asset or liability and of allocating
the interest income or expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash flows over the expected life of the financial asset or liability to the net
carrying amount upon initial recognition. Judgement is applied in determining the effective interest rate
due to uncertainty in the timing and amounts of future cash flows.

Loan origination fees for loans that are likely to be drawn down are deferred (together with related direct
costs) and recognised as an adjustment to the effective interest rate on the loans.

Commissions and fees

Revenue is recognised when control of a service transfers to a customer. Service contracts are assessed
by taking the following factors into consideration sequentially, which individually will vary based on the
facts and circumstances present in a contract with a customer and will require the exercise of manage-
ment judgement:

1. ldentified all contracts with customers;

2 ldentified the separate performance obligations under a contract;

3. Determined the transaction price of the contract;

4. Allocated the transactions price to each of the separate performance obligations; and
5. Recognised the revenue as each performance obligation is satisfied.
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f)

9)

Income and expense recognition (continued)
Commissions and fees (continued)

The Group adopts the portfolio approach, as an operational expedient, where contracts are assessed as
a portfolio as opposed to individually assessed when the characteristics of each contract is similar. The
Group reviews the services provided as part of the contract, the contract duration, the terms and condi-
tions for the contract, the amount, form and timing of consideration and the timing of the transfer of the
service. Due to the high volume of the Group's contracts that are identical or have similar contractual
terms (for example standardised banking agreements with retail customers), the expedient is applied to
many of its current revenue streams.

In addition, the Group does not adjust for the effects of a significant financing component for con-
tractswithal2monthsorlessexpectedtimedifferencebetweenwhenthe Group transfer the service to the
customer and the receipt of the contract consideration.

The Group expenses incremental costs to obtain a contract if the expected amortisation period of the
asset otherwise would have been recognised in 12 months or less. Anticipated contract renewals and
amendments with the same customer are considered when determining whether the period of benefit,
and therefore the period of amortisation, is 12 months or less.

Income which falls under the scope of revenue recognition is not netted off against related expense with
the exception of credit related fees and commissions. The Group does not incur material costs to obtain
contracts with customers such as sales commissions.

Commission and fees primarily relate to transactions service fees and commissions and credit related
commissions and fees and are recognised based on the applicable service contracts with customers.

Credit fees are primarily earned for arranging syndicated loans and making credit available on undrawn
facilities. The timing of the recognition of credit fees varies based on the nature of the services provided.
Where services are provided over time, revenue is recognised as the services are provided.

When service fees and other costs are incurred in relation to commissions and fees earned, the Group
records these costs on a gross basis in either ‘other operating expenses or staff costs’ based on its as-
sessment of whether it has primary responsibility to fulfil the contract with the customer and have discre-
tion in establishing the price for the commissions and fees earned, which may require judgment. Other
expenses are recognised on the accrual basis.

Premises and equipment

Premises and equipment are stated at cost less accumulated depreciation and accumulated impairment
losses. Cost comprises the purchase price, any costs directly attributable to bringing the asset to the
location and condition necessary for its intended use, and the initial estimate of any disposal costs.

Depreciation and amortisation is calculated principally on the straight-line basis over their estimated
useful lives of the assets, which are:

Leasehold improvements - Straight line lease term plus 1 renewal term

Furniture and other equipment - Straight line 5 years

Computer equipment & software - Straight line - 3 to 7 years
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g)

h)

Premises and equipment (continued)

Premises and equipment are assessed for indicators of impairment at each reporting period. If there is
an indication that an asset maybe impaired, an impairment test is performed by comparing the asset's
carrying amount to its recoverable amount. Where it is not possible to estimate the recoverable amount of
an individual asset, the Group estimates the recoverable amount of the CGU to which the asset belongs
and test for impairment at the CGU level. An impairment charge is recorded to the extent the recoverable
amount of an asset (or CGU), which is the higher of value in use and fair value less costs of disposal, is
less than its carrying amount. Value in use is the present value of the future cash flows expected to be
derived from the asset (or CGU). Fair value less costs of disposal is the amount obtainable from the sale
of the asset (or CGU) in an orderly transaction between market participants, less costs of disposal.

After the recognition of impairment, the depreciation charge is adjusted in future periods to reflect the
asset's revised carrying amount. If an impairment is later reversed, the carrying amount of the asset is
revised to the lower of the asset's recoverable amount and the carrying amount that would have been
determined (net of depreciation) had there been no prior impairment loss. The depreciation charge in
future periods is adjusted to reflect the revised carrying amount.

Cash and cash equivalents

Cash and cash equivalents comprises cash and demand deposits with banks together with short-term
highly liquid investments that are readily convertible to known amounts of cash and subject to insignif-
icant risk of change in value. Such investments are normally those with original maturities up to three
months from the date of acquisition. There are no restrictions on any balances within cash and cash
equivalents.

Leases

At inception of a contract, the Group assesses whether a contract is or contains a lease. A lease is an
agreement whereby the lessor conveys to the lessee the right to obtain substantially all of the economic
benefits from, and direct the use of, an identified asset for a period of time in return for consideration in
the form of payment or series of payments.

Short-term leases are leases with a lease term of 12 months or less. Low-value assets are unspecialised,
common, technologically unsophisticated, widely available, and widely used non-infrastructure assets.
For short-term leases and leases of low-value assets, the Group records the lease payments as an oper-
ating expense on a straight-line basis over the lease term.

Provisions

Provisions are liabilities of uncertain timing or amounts and are recognised when the Group has a present
legal or constructive obligation as a result of a past event, it is probable that an outflow of resources will
be required to settle the obligation, and a reliable estimate can be made of the amount of the obligation.
Provisions are measured as the best estimate of the consideration required to settle the present obliga-
tion at the reporting date. Significant judgement is required in determining whether a present obligation
exists and in estimating the probability, timing and amount of any outflows. The Group records provisions
related to litigation, asset retirement obligations and other items. Provisions are recorded under other
liabilities in the consolidated statement of financial position.

When some or all of the economic benefits required to settle a provision are expected to be recovered
from a third party, such as an insurer, a separate asset is recognised if it is virtually certain that reimburse-
ment will be received.



FINANCE CORPORATION OF THE BAHAMAS LIMITED (FINCO)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

2. MATERIAL ACCOUNTING POLICIES (CONTINUED)

k)

m)

n)

Stated capital

The Group classified a financial instrument that the Group issues as a financial asset, financial liability or
an equity instrument in accordance with the substance of the contractual arrangement.

Financial instruments issued by the Group are classified as equity instruments when there is no con-
tractual obligation to transfer cash or other financial assets. Incremental costs directly attributable to the
issue of equity instruments are included in equity as a deduction from the proceeds. Shares issued for
cash are accounted for at the issue priceless any transaction costs of the issue.

Dividends

Dividends that are proposed and declared during the period are accounted for as an appropriation of
retained earnings in the consolidated statement of changes in equity. Dividends that are proposed and
declared after the consolidated statement of financial position are disclosed as a subsequent event.
Employee benefits

The Group's employees participate in a defined benefit pension plan and a defined contribution pension
plan of RBC.

Defined benefit plan

Employees become eligible for membership in the defined benefit pension plan (the Plan) after complet-
ing a probationary period and receive their benefits after retirement. The Plan’s benefits are determined
based on years of service, contributions and average earnings at retirement. Due to the long-term nature
of the Plan, the calculation of benefit expenses and obligations depends on various assumptions such as
discount rates, expected rates of return on assets, projected salary increases, retirement age, mortality
and termination rates. The accrued pension obligation is retained by and recorded in the books of RBC.
The Group recognises its proportionate share of pension costs as an expense during the period, after
which the Group has no further obligations to the Plan.

Defined contribution plan

Under the defined contribution plan, an employee may contribute up to 10% of their salary and the Group
matches half of the employee’s contribution up to 3% of the employee's salary.

Contributions made by the employee are immediately vested and contributions made by the Group be-
come vested after the completion of ten years of service. Expenses for services rendered by the employ-
ees and related to the defined contribution plan are recognised as an expense during the period. The
Group has no further payment obligations once the recognised contributions have been paid.

Taxation

On November 28, 2024, The Bahamas enacted its Domestic Minimum Top-Up Tax Act, 2024 (the DMTT
Act) which implements a domestic minimum top-up tax (DMTT) of 15% effective January 1, 2024 for qual-
ifying multinational entities in The Bahamas. Based on the legislation, the DMTT Act becomes effective
for the Bank's fiscal year beginning November 1, 2024. The impact is reflected in Note 18.

Pillar Two income taxes may arise in or in relation to jurisdictions where the operations of a multinational
enterprise such as Royal Bank of Canada, the ultimate parent entity, have an effective tax rate below
15%. The jurisdiction in which the Group operates has introduced a domestic minimum tax, and there-
fore, the Group's effective tax rate has increased from 0% to 15%. Pillar Two tax payments become due
subsequent to the year end and as such there have been no actual tax payments under Pillar Two for the
current year.



FINANCE CORPORATION OF THE BAHAMAS LIMITED (FINCO)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

2. MATERIAL ACCOUNTING POLICIES (CONTINUED)
0) 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, which is the person or group responsible
for allocating resources and assessing performance of the operating segments, has been identified as the
management of the Group.

Income and expenses directly associated with each segment are included in determining business seg-
ment performance. The Group has identified the following business segments: banking and insurance
brokerage services.

p) Corresponding figures

Corresponding figures shown in Note 6, Note 8, Note 10, Note 16, Note 17, 24 (a), Note 24 (b) and Note 26
were amended to conform with the current year's presentation.

3. CASH AND CASH EQUIVALENTS

2025 2024

($) ($)

Treasury bills 14,005,150 19,394,094
Due from banks 19,096,481 16,027,792
33,101,631 35,421,886

Due from banks are deposits held with other banks on demand or for fixed periods up to three months.
Treasury bills have original maturities up to three months. Due from banks are non-interest bearing.
Treasury bills earn interest rates ranging from 2.99% to 3.24% (2024: 2.93% to 3.06%).

Allowance for credit losses for treasury bills at FVOCI was $15,166 (2024: $36,723).

4, BALANCE WITH CENTRAL BANK

In accordance with regulations governing banks in The Bahamas, the total balance with central bank in-
cludes a mandatory reserve deposit. The mandatory reserve deposit is not available for use in the Group's
daily operations and is based on a ratio to customers' deposits. All balances with the Central Bank of The
Bahamas are non-interest bearing. Fluctuations in the balance with the Central Bank are generally due to
movement in securities and customers’ deposits.

2025 2024

($) ($)

Mandatory reserve 12,480,288 12,672,563
Unrestricted cash balance 12,490,370 13,504,894
24,970,658 26,177,457
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represents 56.78% (2024: 56.74%) of the total stage 3 loans.

Allowance for credit losses

Allowance for credit losses consists of the following:

5. LOANS

2025 2024
($) ($)
Retalil 582,124 738,895
Home equity and other mortgages 120,891,772 126,263,666
Residential mortgages 524,879,763 524,124,086
Government insured mortgages 138,944 224,045
Gross loans 646,492,603 651,350,692
Allowance for credit losses (38,730,232) (45,101,061)
Unamortised loan origination fees and cost (net) (385,436) (809,765)
Net loans 607,376,935 605,439,866

Loans categorized by performance are as follows:
Stage 1 542,660,734 525,071,166
Stage 2 57,704,936 70,789,367
Stage 3 46,126,933 55,490,159
646,492,603 651,350,692

Loans categorized by maturity are as follows:

Current (due within one year) 11,798,494 14,878,262
Non-current(due after one year) 634,694,109 636,472,430
646,492,603 651,350,692

Loans classified as stage 3 represent 7.13% (2024: 8.52%) of the total loans portfolio. The allowance for
impairment losses represents 5.99% (2024: 6.92%) of the total loans portfolio and the stage 3 allowance

For the year ended October 31, 2025

Balance at  Provision for/ Net Other  Balance at
beginning of (release of) recoveries end of year
period credit losses
($) ($) ($) ($) ($)
Retail 51,516 3,126,350 (3,159,560) (1,542) 16,764
Mortgages 45,049,545 (10,983,543) 4,183,968 463,498 38,713,468
45,101,061 (7,857,193) 1,024,408 461,956 38,730,232
Undrawn loan commitments 41,908 (Mm,717) - - 30,191
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5. LOANS (CONTINUED)

For the year ended October 31, 2024

Balance at  Provision for/ Net Other  Balance at
beginning of (release of) recoveries end of year
period credit losses
(%) ($) ($) ($) ($)
Retail 36,341 2,423,755 (2,408,047) (533) 51,516
Mortgages 56,597,130 (15,677,453) 4,300,649 (170,781) 45,049,545
56,633,471 (13,253,698) 1,892,602 (171,314) 45,101,061
Undrawn loan commitments 44,319 (2,411) - - 41,908

The tables below reconcile the opening and closing allowance for credit losses for loans and commitment
by stage. Reconciling items include the following:

= Model Changes reflects the impact of updates during the year to the models used to derive an estimate
of credit losses. There were no updates to the existing models during the reporting period or the prior
period.

= Transfers between stages: which are presumed to occur before any corresponding remeasurements.

« Purchases and originations: which reflect the newly recognised assets and the related allowance during
the period.

= Derecognitions and maturities: which reflect the assets and related allowance derecognised during the
period without a credit loss being incurred.

« Remeasurements for allowances: which comprise of the impact of changes in model inputs or assump-
tions, including changes in forward-looking macroeconomic conditions; partial repayments and addi-
tional draws on existing facilities; changes in the measurement following a transfer between stages;
and unwinding of the time value discount due to the passage of time. For gross carrying amounts, this
represents additional draws, repayments, and the accrual of interest under the effective interest method.

= Write-offs represent the closure/ elimination of a loan balance when there is no realistic prospect of
recovery.

« Recoveries are the collection of cash or cash equivalents for a loan balance previously written-off.

= Other: This category includes the unwinding of the impact of time delays in collecting principal and/or
interest (time value of money).
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5. LOANS (CONTINUED)
Allowance for credit losses (continued)
Retail
For the year ended October 31, 2025
Allowance for Credit Losses
Performing Impaired
Stage 1 Stage 2 Stage 3 Total
($) ($) ($) ($)
Balance at beginning of period 4,178 23,136 24,202 51,516
Provision for credit losses:
Transfers in (out) to Stage 1 20,822 (20,822) - -
Transfers in (out) to Stage 2 (14) 14 - -
Transfers in (out) to Stage3 (1) - 1 -
Purchases and originations 44 - - 44
Derecognitions and maturities (1,025) (1142) (1,164) (3,331)
Remeasurements (19,301) 221 3,148,717 3,129,637
Write-offs - - (3,122,924) (3,122,924)
Recoveries - - (36,636) (36,636)
Other - - (1,542) (1,542)
Balance at end of period 4,703 1,407 10,654 16,764
Mortgages
For the year ended October 31, 2025
Allowance for Credit Losses
Performing Impaired
Stage 1 Stage 2 Stage 3 Total
(S) ($) ($) ($)
Balance at beginning of period 3,987,464 9,603,575 31,458,506 45,049,545
Provision for credit losses:
Transfers in (out )to Stage 1 3,585,375 (3,585,375) - -
Transfers in (out) to Stage 2 (91,933) 6,679,326 (6,587,393) -
Transfers in (out) to Stage 3 (45,118) (1,387,254) 1,432,372 -
Purchases and originations 424,110 - - 424,110
Derecognitions and maturities (139,014) (212,547) (2,176,684) (2,528,245)
Remeasurements (3,402,690) (2,882,420) (2,594,298) (8,879,408)
Write-offs - - (2,520,931) (2,520,931)
Recoveries - - 6,704,899 6,704,899
Other - - 463,498 463,498
Balance at end of period 4,318,194 8,215,305 26,179,969 38,713,468
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5. LOANS (CONTINUED)
Allowance for credit losses (continued)
Total
For the year ended October 31, 2025
Allowance for Credit Losses
Performing Impaired
Stage 1 Stage 2 Stage 3 Total
($) ($) ($) ($)
Balance at beginning of period 3,991,642 9,626,711 31,482,708 45,101,061
Provision for credit losses:
Transfers in (out) to Stage 1 3,606,197 (3,606,197) - -
Transfers in (out) to Stage 2 (91,947) 6,679,340 (6,587,393) -
Transfers in (out) to Stage 3 (45,119) (1,387,254) 1,432,373 -
Purchases and originations 424,154 - - 424,154
cognitions and maturities (140,039) (213,689) (2,177,848) (2,531,576)
Remeasurements (3,421,991) (2,882,199) 554,419 (5,749,771)
Write-offs - - (5,643,855) (5,643,855)
Recoveries - - 6,668,263 6,668,263
Other - - 461,956 461,956
Balance at end of period 4,322,897 8,216,712 26,190,623 38,730,232
Retail
For the year ended October 31, 2024
Allowance for Credit Losses
Performing Impaired
Stage 1 Stage 2 Stage 3 Total
($) ($) ($) ($)
Balance at beginning of period 4,163 31,957 221 36,341
Provision for credit losses:
Transfers in (out) to Stage 1 5,402 (5,402) - -
Transfers in (out) to Stage 2 (79) 79- -
Transfers in (out) to Stage 3 (16) (5,246) 5,262 -
Purchases and originations 155 - - 155
Derecognitions and maturities (118) (724) (218) (1,060)
Remeasurements (5,329) 2,472 2,427,517 2,424,660
Write-offs - - (2,266,111) (2,266,111)
Recoveries - - (141,936) (141,936)
Other - - (533) (533)
Balance at end of period 4,178 23,136 24,202 51,516
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Allowance for credit losses (continued)
Mortgages
For the year ended October 31, 2024
Allowance for Credit Losses
Performing Impaired
Stage 1 Stage 2 Stage 3 Total
($) ($) ($) ($)
Balance at beginning of period 3,933,461 11,942,444 40,721,225 56,597,130
Provision for credit losses:
Transfers in (out) to Stage 1 3,624,436 (3,624,436) - -
Transfers in (out) to Stage 2 (84,298) 6,732,208 (6,647,910) -
Transfers in (out) to Stage 3 (33,807) (1,419,712) 1,453,519 -
Purchases and originations 373,191 - - 373,191
ons and maturities (134,557) (363,170) (1,792,654) (2,290,381)
Remeasurements (3,690,962) (3,663,759) (6,405,5642)  (13,760,263)
Write-offs - - (4,681,437) (4,681,437)
Recoveries - - 8,982,086 8,982,086
Other - - (170,781) (170,781)
Balance at end of period 3,987,464 9,603,575 31,458,506 45,049,545
Total
For the year ended October 31, 2024
Allowance for Credit Losses
Performing Impaired
Stage 1 Stage 2 Stage 3 Total
(S) ($) ($) ($)
Balance at beginning of period 3,937,624 11,974,401 40,721,446 56,633,471
Provision for credit losses:
Transfers in (out) to Stagel 3,629,838 (3,629,838) - -
Transfers in (out) to Stage 2 (84,377) 6,732,287 (6,647,910) -
Transfers in (out) to Stage 3 (33,823) (1,424,958) 1,458,781 -
Purchases and originations 373,346 - - 373,346
ons and maturities (134,675) (363,894) (1,792,872) (2,291,441)
Remeasurements (3,696,291) (3,661,287) (3,978,025) (11,335,603)
Write-offs - - (6,947,548) (6,947,548)
Recoveries - - 8,840,150 8,840,150
Other - - (171,314) (171,314)
Balance at end of period 3,991,642 9,626,711 31,482,708 45,101,061
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5. LOANS (CONTINUED)

Allowance for credit losses (continued)

Based on the Group collections policies, substantially all of the amounts written off during the year are still
subject to enforcement activities.

Key inputs and assumptions:

The measurement of expected credit losses is a complex calculation that involves a number of interrelated
inputs and assumptions. The key drivers of changes in expected losses under the IFRS 9 model include the
Group's internal historical default rates, changes in credit quality and real GDP growth rate.

The Group's base scenario considers the existing economic conditions in The Bahamas and the moder-
ating of real GDP growth rates in 2024-2026 as the economies revert to their steady state. The downside
scenarios consider potential recessions with different levels of severity. The upside scenario reflects slightly
stronger economic growth than the base scenario.

In arriving at the real GDP growth rates, the Group incorporated external agencies such as the International
Monetary Fund (IMF) and Central Bank’s projections as well as the actual historic results of GDP growth in
The Bahamas.

To assess the reasonableness of the GDP rates used by the Bank, if the Group amended Year 1 of the cal-
endar quarter forecast of relevant GDP growth rates used in the base case model to estimate the allowance
for credit losses, the base case allowance for credit losses will move as follows:

= A100basispointsincreasewilllowertheallowanceforcreditlossesby$433,658(2024:$471,601).
= A100basispointsdecreasewillincreasetheallowanceforcreditlossesby$446,147(2024:
$484,045).

FurtherdetailsonthekeyinputsandassumptionsusedatOctober31,2025areprovidedinNote2(c).

The following table compares the Group’s probability-weighted estimate of expected credit losses for per-
forming loans to expected credit losses estimated in the Group base case scenarios. Results reflect the
Stage 1 and Stage 2 allowance for credit losses (ACL).

As at October 31,
2025 2024
(%) ($)
ACL on performing loans®
Carrying value 12,539,609 13,618,353
Base Scenario 11,078,675 12,393,774

(MRepresents Stage 1and Stage 2 ACL on loans, acceptances, and commitments.

RBC FINCO 2025 Financial Statements | 57



FINANCE CORPORATION OF THE BAHAMAS LIMITED (FINCO)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

5. LOANS (CONTINUED)
Allowance for credit losses (continued)
Key inputs and assumptions:

The following table illustrates the impact of staging on the Group ACL by comparing the Group allowance
if all performing loans were in Stage 1to the actual ACL recorded on these assets.

Performing loans®

2025 2024

($) (8)

ACL-allperformingloansinStage1(1) 4,780,447 4,527,239
Impact of staging 7,759,162 9,091,114
Stage 1and 2 ACL 12,539,609 13,618,353

(Represents Stage 1and Stage 2 ACL on loans, acceptances, and commitments.

Loan modifications

Relief provided to customers has been on a case-by-case basis as requested by the customers. In some
cases, the original terms of the associated loans are renegotiated or otherwise modified, resulting in chang-
es to the contractual terms of the loans that affect the contractual cash flows. The terms were not substan-
tially different and as such the original loans were not derecognised. For the year ended October 31, 2025,
the amortised cost of stage 2 and stage 3 loans whose contractual terms were modified was $20,452,049
(2024: $11,112,891) before modification, resulting in no material modification gains or losses.

6. SECURITIES

The following table presents the carrying value of securities at the end of the year.

Securities at amortised cost

2025 2024

($) ($)

Bahamas Government Debt Securities 34,887,469 25,490,700
Locally issued corporate bonds 1,698,899 2,482,200
36,586,368 27,972,900

Allowance for expected credit losses (1,110,008) (1,295,635)
35,476,360 26,677,265

Securities mainly comprise Bahamas Government Registered Stocks and Bahamian Corporate Bonds
which have floating interest rates ranging from 3.25% to 5.875% (2024: 4.406% to 5.875. All securities are
comprised of level 2 securities in the fair value hierarchy (Note 25).
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6. SECURITIES (CONTINUED)

The following table represents the contractual maturities of the carrying values of securities held at the end

of the year.
As of October 31, 2025
Within 3 3 monthsto 1yearto5 5 years to Over 10
months 1year years 10 years years Total
($) ($) ($) ($) ($) ($)
Amortised cost
Cost - 2,861,316 21,614,862 5,205,869 5,794,313 35,476,360
Fair value - 2,877,047 21,818,536 5,550,228 6,400,296 36,646,107
Total carrying value
of investments - 2,861,316 21,614,862 5,205,869 5,794,313 35,476,360
As of October 31, 2024
Within 3 3monthsto 1yearto5 5yearsto10 Over10
months 1year years years years Total
($) ($) ($) ($) ($) ($)
Amortised cost
Cost 361,509 10,374,961 6,523,570 5,243,735 4,173,490 26,677,265
Fair value 364,006 10,462,667 6,852,631 5,723,971 4,682,665 28,085,940
Total carrying value
of investments 361,509 10,374,961 6,523,570 5,243,735 4,173,490 26,677,265

The movement in securities during the year is as follows:

2025 2024

($) ($)

Balance, beginning of year 26,677,265 27,450,976
Purchases 19,164,922 7,182,800
Amortisation of premium 260,546 -
Maturities (10,812,000) (8,697,600)
Changes in allowance for credit losses 185,627 741,089
Balance, end of year 35,476,360 26,677,265
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6. SECURITIES (CONTINUED)

Allowance for credit losses on securities

Significant changes in the gross carrying amount of securities at amortised cost that contributed to chang-
es in the allowance include the following:

2025 2024

($) ($)

Stage 1 19,425,469 7,182,800
Stage 2 17,160,899 20,790,100
Total securities 36,586,368 27,972,900
Allowance for credit losses (1,110,008) (1,295,635)
Securities net of expected credit losses 35,476,360 26,677,265

The following table reconciles the opening and closing allowance for debt securities at amortised cost by
stage. Reconciling items include the following:

= Transfers between stages: which are presumed to occur before any corresponding remeasurement of the
allowance.

= Purchases and originations: which reflect the allowance related to assets newly recognised during the
period.

= Derecognitions and maturities: which reflect the allowance related to assets derecognised during the
period without a credit loss being incurred.

« Remeasurements: which comprise the impact of changes in model inputs or assumptions, including chang-
es in forward-looking macroeconomic conditions; partial repayments and additional draws on existing fa-
cilities; changes in the measurement following a transfer between stages; and unwinding of the time value
discount due to the passage of time.

= Write-offs represent the closure/elimination of a security balance when there is no realistic prospect of

recovery.
For the period ended October 31, 2025
Performing Impaired Total
Stage 1 Stage 2 Stage 3
($) ($) ($) ($)
Balance at beginning of year 46,646 1,248,989 - 1,295,635
Provision for credit losses
Purchase and originations 211,637 - - 211,637
Derecognitions and maturities (2,281) (1,763) - (4,044)
Remeasurements (113,152) (280,068) - (393,220)
Balance at end of year 142,850 967,158 - 1,110,008
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6. SECURITIES (CONTINUED)
Allowance for credit losses on securities (continued)
For the period ended October 31, 2024
Performing Impaired Total
Stage 1 Stage 2 Stage 3
($) ($) ($) ($)
Balance at beginning of year 54,748 1,981,976 - 2,036,724
Provision for credit losses
Purchase and originations 128,827 - - 128,827
Derecognitions and maturities (57,383) (228) - (57,611)
Remeasurements (79,546) (732,759) - (812,305)
Balance at end of year 46,646 1,248,989 - 1,295,635
There were no transfers between stages or write-offs during the year.
PREMISES AND EQUIPMENT
Computer
Leasehold equipment & Work in
improvements software progress Total
($) ($) ($) ($)
Year ended October 31, 2025
Opening net book value - 523 268,138 268,661
Additions - - 613 613
Depreciation charge - (523) - (523)
Closing net book value - - 268,751 268,751
At October 31, 2025
Cost 105,007 235,714 - 340,721
Accumulated depreciation (105,007) (235,714) - (340,721)
Net book value - - - -
Computer
Leasehold equipment& Work in
improvements software progress Total
Year ended October 31, 2024 ($) ($) (S) (S)
Opening net book value - 17,426 - 17,426
Additions - - 268,138 268,138
Depreciation charge - (16,903) - (16,903)
Closing net book value - 523 268,138 268,661
At October 31, 2024
Cost 105,007 247,934 268,138 621,079
Accumulated depreciation (105,007) (247,41) - (352,418)
Net book value - 523 268,138 268,661
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PREMISES AND EQUIPMENT (CONTINUED)

Computer equipment and software includes fully depreciated computer software with a cost of $194,673
and net book value of $Nil (2024: $194,673). During the year, the Group disposed of $12,220 (2024: $Nil) of

computer equipment that were fully depreciated.

OTHER ASSETS

Prepayments and other

Accrued interest receivable

In-transit

Allowance for credit losses

All other assets are due within one year.
CUSTOMERS' DEPOSITS

Term deposits

Savings

Current accounts

Deposits categorised by customer type are as follows:

Consumer

Private sector

Deposits categorised by maturity are as follows:
Current (due within one year)

Non-current (due after one year)

2025 2024

($) ($)

634,228 835,465
1,601,194 1,851,891
117,906 248,335
2,353,328 2,935,691
(6) (13)
2,353,322 2,935,678
2025 2024

($) ($)
133,495,833 148,897,908
93,842,446 88,729,795
15,172,436 15,530,644
242,510,715 253,158,347
2025 2024

($) ($)
202,243,483 197,877,872
40,267,232 55,280,475
242,510,715 253,158,347
242,490,845 253,156,347
19,870 2,000
242,510,715 253,158,347

Deposits carry fixed interest rates ranging from 0.0% to 3.34% (2024: 0.00% to 3.15%) per annum, but the
fixed interest rates are determined based on variable market rates and can be adjusted based on changes

in market rates.
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10. OTHER LIABILITIES

2025 2024

($) ($)

Accruals and payables 1,895,984 1,842,306
Taxation payable (see note 18) 2,917,708 -
Dividend payable to third party 9,333,335 1,266,667
Interest payable 353,952 341,815
Staff related liabilities 168,676 150,193
In-transit and other 68,909 833,047
14,738,564 4,434,028

All other liabilities are due within one year.

11. PENSION PLANS

Employees of the Group participate in a defined benefit pension plan of Royal Bank of Canada (the Plan).
Employees become eligible for membership after completing a probationary period on a contributory or
non-contributory basis. The Plan provides pensions based on years of service, contribution to the Plan and
average earnings at retirement. The Plan also covers a portion of the current medical insurance premiums
for retirees. RBC funds the Plan in accordance with actuarially determined amounts required to satisfy
employee benefit entitlements under current pension regulations. The most recent actuarial valuation per-
formed was completed on January1, 2025 at which time the actuarial present valued accrued pension ben-
efits exceeded the actuarial valuation of net assets.

The principal assumptions used for the purpose of the actuarial valuation are as follows:

October 31, 2025 October 31, 2024
Discount rate 5.20% 5.60%
Expected return on plan assets 5.75% 6.16%
Rate of increase in future compensation 1.00%-6.50% 1.00%-6.50%

The Group's employees also participate in a defined contribution plan of Royal Bank of Canada. Under the
defined contribution plan, an employee may contribute up to 10% of their salary and the Group matches half
of the employee’s contribution up to 3% of the employee’s salary. Contributions made by the employee are
immediately vested and contributions made by the Group become vested after the completion of ten years
of service.

Royal Bank of Canada charges the Group for its share of the amount of funding required in the Plan. This
cost is recognised as an expense in the consolidated statement of comprehensive income after which no
further obligation is required of the Group. During the year, the Group’s pension expenses arising from the
Plan was $539,218 (2024: $672,462) and the defined contribution plan was $17,383 (2024: $19,126).
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12. STATED CAPITAL & RESERVES

Stated capital consist of the following: 2025 2024

(S) ($)
27,500,000 common shares at par value B$0.20 5,500,000 5,500,000
Issued and fully paid: 26,666,670 common shares 5,333,334 5,333,334

Other components of equity comprise:

13.

Investment Expected

Revaluation Credit Losses
Reserve FVOCI Total
Year Ended October 31, 2025 (S) (S) (S)
Balance at beginning of year (4,009) 36,723 32,714
Allowance for credit losses FVOCI - (21,557) (21,557)
Net change in fair value (1,736) - (1,736)
Balance at end of year (5,745) 15,166 9,421

Investment Expected

Revaluation Credit Losses
Reserve FVOCI Total
Year Ended October 31, 2024 ($) ($) ($)
Balance at beginning of year (5,048) 47,729 42,681
Allowance for credit losses FVOCI - (11,006) (11,006)
Net change in fair value 1,039 - 1,039
Balance at end of year (4,009) 36,723 32,714

EARNINGS PER SHARE

The calculation of basic and diluted earnings per share is based on the profit attributable to the equity
shareholders divided by the weighted average number of ordinary shares outstanding during the period.

2025 2024

($) ($)

Total earnings for the year attributable to the equity shareholders 19,751,614 31,707,238
Weighted average number of ordinary shares in issue 26,666,670 26,666,670
Basic and diluted earnings per share 0.74 1.19
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14. INTEREST INCOME

2025 2024

($) ($)

Loans 34,734,965 35,575,216
Securities and treasury bills 1,900,41 1,767,480
36,635,375 37,342,696

Included in interest income is interest attributable to the time value of money component of non-performing
loans of $1,065,411 (2024: $1,338,601).

15. INTEREST EXPENSE

2025 2024
($) ($)
Customers' deposits 1,820,963 1,671,004
Due to affiliated companies 7,347,428 5,517,300
9,168,391 7,188,304
16. NON-INTEREST INCOME

The Group derives revenue at a point in time within the following categories:
2025 2024
($) ($)

Non-interest income at a point in time:

Transaction service fees and commission 63,630 103,944
Foreign exchange earnings 345 2,058
Other service charges and fees 1,535,606 1,582,483
1,599,581 1,688,485
1,599,581 1,688,485
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17.

18.

NON-INTEREST EXPENSES

Salaries and employees benefits
Premises and equipment expenses
Depreciation and amortisation
Business and miscellaneous fees
Deposit insurance premium
Professional fees

Audit fees

Management and internal fees
Other operating expense

The following table shows an analysis of salaries and employee benefits.

Wages and salaries including bonuses
Defined contribution pension expense
Other staff benefits and insurance premiums

2025 2024
(S) ($)
1,776,450 1,880,914
430,273 452,674
523 16,903
4,664,047 4,194,962
243,523 279,036
271,349 227,090
195,087 201,568
6,094,144 6,055,479
218,358 832,812
13,893,754 14,141,438
2025 2024

($) (S)
1,524,856 1,579,312
17,383 49,164
234,211 252,438
1,776,450 1,880,914

The Protection of Depositors Act, 1999 as amended, in The Bahamas requires that the Group pay an annual
premium to the Deposit Insurance Fund based on insurable deposit liabilities outstanding. Effective January
1, 2024, the premium rate increased to one-tenth of one percent (2024: one-tenth of one percent). During

the year, the Group paid $243,523 (2024: $279,036) into the fund.

In connection with the audit of the financial statements, the following fees were paid or are payable to

PricewaterhouseCoopers (PwC) and other PwC network firms:

Audit of the financial statements for the year ended

TAXATION

(a) Income tax expense

The taxation charge comprises:
Net income before taxation
Taxable income

Top up taxation at 15% (2024: Nil)

Bahamas income tax at 15.0%, (2024:nil) comprising of: QDMTT
Income tax witheld -

Total
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($) ($)
195,087 201,568
195,087 201,568
2025 2024

($) ($)
23,237,193 31,707,238
23,237,193 31,707,238
3,485,579 -
3,485,579 -
3,485,579 -
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18. TAXATION (CONTINUED)
(b) Income tax payable

The domestic top up tax payable at 31 October, 2025 was determined as follows:

2025 2024

($) ($)

Domestic minimum top up tax 3,485,579 -
Less: Business license fees (567,871) -
2,917,708 -

19. DIVIDENDS

During the year, dividends were declared to shareholders of record on the dates specified as follows:

$ per share Amount
Declaration Date (%) ($)
January 21, 2025 1.40 37,333,338
April 10, 2025 1.40 37,333,338
July 17, 2025 140 37,333,338
October 29, 2025 140 37,333,338

5.60 149,333,352

$ per share Amount
Declaration Date ($) (S)
January 22, 2024 0.20 5,333,334
April 25,2024 0.18 4,800,001
July 18, 2024 0.18 4,800,001
October 17, 2024 0.19 5,066,667

0.75 20,000,003

Dividends of $5.60 per share were declared during the fiscal year ended 2025. Dividends amounting to
$37,333,338 (2024: $5,066,667) were payable at year end.

20. CONTINGENT LIABILITIES

Various legal proceedings are pending that challenge certain practices or actions of the Group. Many of
these proceedings are loan-related and are in reaction to steps taken by the Group to collect delinquent
loans and enforce rights in collateral securing such loans. Management considers that the aggregate lia-
bility resulting from these proceedings will not be material. As at October 31, 2025, there were no material
legal proceedings outstanding against the Group for which a provision was required to be made (2024:nil).
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21.

22.

CREDIT COMMITMENTS

These represent the undrawn credit facilities for which the Group is potentially liable at year end. These
include undrawn facilities on loans and overdrafts. These amounts are not reflected in the consolidated
statement of financial position.

The following table breaks down the Group's main credit exposure of credit commitments as categorised
by industry sectors of counterparties:

Gross maximum exposure

2025 2024

(9 ($)

Personal 4,331,832 5,026,851
Other 1,000 1,000
4,332,832 5,027,851

RELATED PARTY BALANCES AND TRANSACTIONS

Related parties include the immediate parent and ultimate parent company, Royal Bank of Canada, asso-
ciated companies, key management personnel, the Board of Directors (Directors), close family members
of key management personnel and Directors, and entities which are, directly or indirectly, controlled by,
jointly controlled by or significantly influenced by key management personnel, Directors or their close family
members.

Key management personnel are defined as those persons having authority and responsibility for planning,
directing, and controlling the activities of the Bank directly or indirectly. They include the senior executives
called the Operating Committee (OC) (formerly Executive Management Committee (EMC)). The OC is
comprised of the Chief Executive Officer, Caribbean Banking and those individuals that report to him, in-
cluding the Chief Financial Officer, Head Human Resources, Chief Risk Officer, and heads of business and
functional units. The OC is ultimately responsible for all material decisions. The OC is also responsible for
establishing the overall strategic direction of the Bank and, in that regard, sets global parameters for the
Bank within which the board of directors and management exercise their respective discretion to make de-
cisions concerning the strategic direction and day-to-day management. The Directors of RBC Royal Bank
(Bahamas) Limited do not plan, direct, or control the activities of The Bank; they oversee the management
of the business and provide stewardship.

These consolidated financial statements include the following balances and transactions with related par-
ties not otherwise disclosed in these consolidated financial statements:

The Group has technical service and license agreements with its Immediate Parent. During the year
$5,198,260 (2024: $5,602,293) was expensed in reference to these agreements and is included in gener-
al and administrative expense in the consolidated statement of comprehensive income. The Group also
paid for various technical and back-office services to other affiliated entities $890,846 (2024: $843,035)
for services rendered. The Group continues to pursue opportunities for outsourcing with related parties to
improve operational efficiency.
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22. RELATED PARTY BALANCES AND TRANSACTIONS (CONTINUED)

Nostro and clearing accounts are maintained with the Immediate Parent, which acts as a clearing agent
for the Group. These balances are included in cash and cash equivalents and was $19,096,481 (2024:
$15,712,036).These deposits are non-interest bearing and are held as a part of the Group's liquidity reserve
requirement.

Included in due to affiliated companies are balances that are medium term lending arrangements with
terms up to three years and bearing interest at effective rates of 2.27% and 3.34% (2024: 2.27% and 3.15%).

The amounts below include balances and transactions with related parties not otherwise disclosed else-
where in the consolidated financial statements and were made on substantially the same terms as for

comparable transactions with third parties:

2025 2024
($) ($)

Cash and Cash equivalents
Immediate parent 19,096,481 15,712,036
Due from affiliated company:
Royal Bank of Canada 94,645 -
Loans:
Directors and key management personnel 972,546 1,003,765
Customers’ deposits:
Directors and key management personnel 2,878,531 2,868,150
Due to affiliated companies
Immediate parent - other payables 280,765,206 168,146,969
Immediate parent - dividend payable 28,000,003 3,800,000
Other related parties 641,842 790,466
Interest income
Directors and key management personnel 34,605 43,064
Non-interest expense
Other related parties 6,483,994 6,445,328
Interest expense
Immediate parent 7,347,428 5,517,300
Directors and key management personnel 15,893 14,535
Dividend paid
Immediate parent 87,800,012 16,000,003
Staff costs
Salaries and other short term benefits 230,624 184,780
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23.

24,

CATEGORISATION OF FINANCIAL ASSETS AND LIABILITIES
Consolidated statement of financial position

2025 2024
($) ($)

Assets
Financial assets at fair value through other comprehensive income
Cash and cash equivalents 14,005,150 19,394,094
Financial assets at amortised cost:
Cash and cash equivalents 19,096,481 16,027,792
Balance with central banks 24,970,658 26,177,457
Loans 607,376,935 605,439,866
Securities 35,476,360 26,677,265
Due from affiliated company 94,645 -
Other assets 1,605,627 2,175,544
Total financial assets 702,625,856 695,892,018
Liabilities
Financial liabilities at amortised cost:
Customers' deposits 242,510,715 253,158,347
Due to affiliated companies 309,407,051 172,737,435
Other liabilities 10,755,314 4,283,835
Total financial liabilities 562,673,080 430,179,617

FINANCIAL RISK MANAGEMENT

Risk is inherent in the Group's activities, but it is managed through a process of ongoing identification,
measurement and monitoring subject to risk limits and other controls. This process of risk management is
critical to the Group's continuing profitability and each individual company within the Group is accountable
for the risk exposures relating to its responsibilities. The Group is exposed to credit risk, liquidity risk, oper-
ational risk and market risk, the latter being subdivided into trading and non-trading risks.

An important component of our risk management approach is to seek to ensure that top and emerging risks,
as they evolve, are identified, managed and incorporated into our existing risk management assessment,
measurement, monitoring and escalation processes and addressed in our risk frameworks and policies.
These practices are intended to ensure a forward-looking risk assessment is maintained by management in
the course of business development and as part of the execution of ongoing risk oversight responsibilities.
Top and emerging risks are discussed by senior management and the Group on a regular basis. We have
developed supplementary internal guidance to support identification and assessment of all material risks.
Top and emerging risks encompass those that could materially impact our financial results, financial and
operational resilience,reputation, business model or strategy, as well as those that may materially impact
us as the risks evolve. The following represents our top and emerging risks:
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FINANCIAL RISK MANAGEMENT (CONTINUED)

Information technology and cyber risks

Information technology (IT) risk and cyber risks remain top risks. There is a risk of cyber attacks, data
breaches, cyber extortion and similar compromises, due to: (i) the size, scale and nature of our operations;
(i) our heavy reliance on the internet to conduct day-to-day business activities; and (iii) our intricate tech-
nological infrastructure. Resulting implications could include business interruptions, client service disrup-
tions, financial loss, theft of intellectual property and confidential information,litigation, enhanced regulatory
attention and penalties, as well as reputational damage. Furthermore, the adoption of emerging technolo-
gies, such as cloud computing, Al, including GenAl, and robotics, call for continued focus and investment to
manage risks effectively.

Climate risk

Climate risk is the risk related to the global transition to a net-zero economy (transition risk) and the phys-
ical impacts of climate change (physical risk), which includes both chronic (longer-term) risks (e.g., rising
sea levels and increases in average temperatures) and acute (event driven) risks (e.g., wildfires and floods).
Both we and our clients may be exposed to climate related transition risk, including through emerging regu-
latory and legal requirements, changing business and consumer sentiment towards products and services,
technological developments, and changes in stakeholder expectations. Additionally, we and our clients may
be vulnerable to climate-related physical risk through disruptions to operations and services. We continue
to make progress in our climate risk management capabilities by integrating climate risk considerations in
our risk management processes. Our continued development of our climate risk measurement capabilities
is expected to inform the enhancements to our climate risk management practices and advance the inte-
gration of climate risks into our policies and procedures.

Risk management structure

The Board of Directors is responsible for providing oversight over the management of risks. The OC is re-
sponsible for managing and monitoring risks.

Operating Committee (OC)

The OC is responsible for the overall risk management approach and for approving the risk strategies and
principles. The main risks arising from the Group's financial instruments are credit risk, interest rate and
market risk, liquidity risk, foreign currency risk and operational risk.

Risk Management Unit

A centralised Risk Management Unit provides oversight of the implementation and maintenance of risk
related procedures to ensure an independent control process. The unit which is sub-divided into three de-
partments (Group Market Risk, Group Credit Risk and Operational Risk), is also responsible for monitoring
compliance with risk policies and limits across the Group in the three key areas of credit risk, market risk
and operational risk. These units, are responsible for the independent oversight of risks, including monitor-
ing the risk or exposures against limits and the assessment of risks of new products and structured trans-
actions. These units also ensure the risks are completely captured in the risk measurement and reporting
systems.
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FINANCIAL RISK MANAGEMENT (CONTINUED)

Group Asset and Liability Committee (ALCO)

The Group ALCO is responsible for the oversight and monitoring of the financial resources of operating
entities within the Group. The committee proactively assesses balance sheet strategies and dynamics in the
context of:

« economic data and forecasts;

« business and enterprise strategies;

= risks;

= The Group's legal entity structure;

= market developments;

= accounting pronouncements and

= competitive and regulatory environments.

Considering these dynamics, the ALCO is responsible for reviewing, challenging, approving and recom-
mending policies, frameworks, other relevant documents and benchmark limits pertaining to capital, inter-
est rate risk in the banking book (IRRBB) for both on and off-balance sheet, structural foreign exchange risk,
liquidity and funding management, and the Group’s investment portfolio, which are all centrally managed
by Treasury. For these areas, the ALCO also monitors key metrics and opportunities, providing strategic
direction to Treasury and Business platforms.

The committee’s mandate also includes there commendation of policies covering investments, capital,
funding and liquidity and market risk to the relevant Senior Management and the Board. In addition, the
ALCO is responsible for the monitoring of compliance with risk policies and limits in the areas of credit risk
and market risk.

Risk measurement and reporting systems

The Group's risks are measured using methods, which reflect the expected loss likely to arise in normal
circumstances. Monitoring and controlling risks is primarily performed based on limits established by the
Group. These limits reflect the business strategy and market environment of the Group as well as the level
of risk that the Group is willing to accept, with additional emphasis on selected industries and geographies.
Information compiled from all the business units is examined and processed in order to identify, analyse
and control risks early. This data is presented and explained to the OC, the ALCO, and the head of each
business unit. There ports include but are not limited to aggregate credit exposure, open currency positions,
and liquidity ratios and risk profile changes. On a quarterly basis, senior management assesses the appro-
priateness of the allowance for credit losses.

For all levels throughout the Group, specifically tailored risk reports are prepared and distributed in order to
ensure that all business units have access to necessary and up-to-date information.

Risk mitigation

As part of its overall risk management, the Group can use derivatives and other instruments to manage
exposures resulting from changes in interest rates and foreign currencies.

The risk profile is assessed before entering into hedge transactions, which are authorised by the appropri-
ate level of seniority within the Group. The effectiveness of hedges is assessed by GRM and Finance units
(based on economic considerations rather than the IFRS hedge accounting regulations). The effectiveness
of all the hedge relationships is monitored by The Group Market Risk Unit monthly. The Group did not hold
any derivative instruments during the current or prior reporting periods.

The Group actively uses collateral to reduce its credit risks.
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FINANCIAL RISK MANAGEMENT (CONTINUED)

(@) Credit risk

Credit risk is the risk that the Group will incur a loss because its customers, clients or counterparties
failed to discharge their contractual obligations. The Group manages and controls credit risk by setting
limits on the amount of exposure it is willing to accept for individual counter parties and for geograph-
ical and industry concentrations, and by monitoring exposures in relation to such limits.

The Group places its deposits with banks which are in good standing with the Central Bank of The
Bahamas and other regulators in jurisdictions in which deposits are placed. Securities with credit
risk predominately comprise debt securities issued by the Government of the Commonwealth of The
Bahamas.

Credit risk rating

The Group has established a credit quality review process to provide early identification of possible
changes in the creditworthiness of counterparties, including regular collateral reviews. The Group has
stringent lending criteria which include conservative debt service coverage, loan to value ratios and
stability of earnings. These exposures are continuously monitored to identify any change in the credit
worthiness of the borrower. The credit quality review process allows the Group to assess the potential
loss as a result of the risks to which it is exposed and take corrective action.

For debt securities and other instruments, external ratings such as Standard & Poor's ratings or their
equivalents are used by the Group's risk management unit for managing credit risk exposure.

The Group structures the levels of credit risk it undertakes by placing limits on the amount of risk ac-
cepted in relation to one borrower, or groups of borrowers, and to geographical and industry segments.
Such risks are monitored on a revolving basis and subject to an annual or more frequent review, when
considered necessary.

Collateral

The Group employs a range of policies and practices to mitigate credit risk. The most traditional of
these is the taking of security for funds advanced, which is common practice. The Group implements
guidelines on the acceptability of specific classes of collateral or credit risk mitigation.

The principal collateral types for loans are:

= Mortgages over residential properties;
= Charges over business assets such as premises, inventory and accounts receivable;
= Charges over financial instruments such as debt securities and equities.

Management monitors the market value of collateral, requests additional collateral in accordance with
the underlying agreement and monitors the market value of collateral obtained during its periodic re-
view of loan accounts in arrears.
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(a) Credit risk (continued)
Credit-related commitments

The primary purpose of these instruments is to ensure that funds are available to a customer as re-
quired. Documentary and commercial letters of credit - which are written undertakings by the Group
on behalf of a customer authorizing a third party to draw drafts on the Group up to a stipulated amount
under specific terms and conditions - are collateralised by the underlying shipments of goods to which
they relate and therefore carry less risk than a direct loan.

Maximum exposure to credit risk
The maximum exposure to credit risk before collateral held or other credit enhancements is as follows:

2025 2024
On statement of financial position ($) (S)
Due from banks 19,096,481 16,027,792
Treasury bills 14,005,150 19,394,094
Balance with central banks 24,970,658 26,177,457
Loans 646,492,603 651,350,692
Securities 36,586,368 27,972,900
Due from affiliated company 94,645 -
Other assets 1,605,627 2,175,544

742,851,532 743,098,479

Off statement of financial position
Credit commitments 4,332,832 5,027,851
Total credit risk exposure 747,184,364 748,126,330

The above table represents a worst-case scenario of credit risk exposure to the Bank without taking
account of any collateral held or other credit enhancement attached.

Concentrations of financial assets

The Group has a concentration of risk in respect of geographical area, as both customers and assets
held as collateral are based in The Bahamas.

The following table shows the Group’s maximum on balance sheet credit exposure categorised by
industry sectors:

2025 2024

($) ($)

Personal 646,348,943 647,614,483
Financial services 44,161,784 42,205,249
Tourism 143,679 152,849
Government 50,591,519 47,366,994
Other 1,605,607 5,758,904

742,851,532 743,098,479

Concentration of risk is managed by client/counterparty and by industry sector. The maximum credit
exposure to any client or counterparty as at the date of the consolidated statement of financial position
was $49,520,280 (2024: $45,259,990) before taking account of collateral or other credit enhancements.
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24. FINANCIAL RISK MANAGEMENT (CONTINUED)
(a) Credit risk (continued)
Concentrations of financial assets (continued)
Renegotiated loans and advances that would otherwise be past due but not impaired or impaired to-
talled $133,800,493 (2024: $141,954,010).
Credit quality by class of financial assets
Stage 1 Stage 2 Stage 3 Total
($) ($) ($) ($)
As at October31, 2025
Treasury bills 14,005,150 - - 14,005,150
Balance with central banks 24,970,658 - - 24,970,658
Due from banks 19,096,481 - - 19,096,481
Due from affiliated company 94,645 - - 94,645
Other assets 1,605,627 - - 1,605,627
Loans:
Personal loans 550,172 11,982 19,970 582,124
Mortgages 542,110,562 57,692,954 46,106,963 645,910,479
Loans (gross) 542,660,734 57,704,936 46,126,933 646,492,603
Securities:
Government 19,425,469 15,462,000 - 34,887,469
Corporate bonds 1,698,899 - 1,698,899
Securities (gross) 19,425,469 17,160,899 - 36,586,368
Total 621,858,764 74,865,835 46,126,933 742,851,532
Stage 1 Stage 2 Stage 3 Total
($) ($) ($) ($)
As at October 31, 2024
Treasury bills 19,394,094 - - 19,394,094
Balance with central banks 26,177,457 - - 26,177,457
Due from banks 16,027,792 - - 16,027,792
Other assets 2,175,544 - - 2,175,544
Loans:
Personal loans 505,613 190,230 43,052 738,895
Mortgages 524,565,553 70,599,137 55,447,107 650,611,797
Loans (gross) 525,071,166 70,789,367 55,490,159 651,350,692
Securities:
Government 7,182,800 18,307,900 - 25,490,700
Corporate bonds - 2,482,200 - 2,482,200
Securities (gross) 7,182,800 20,790,100 - 27,972,900
Total 596,028,853 91,579,467 55,490,159 743,098,479
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(a) Credit risk (continued)

Credit risk exposure treasury bills, due from banks, and debt securities based on the Group's inter-
nal corporate rating system

The table below presents an analysis of treasury bills, debt securities and other bills and loans by inter-
nal and equivalent rating agency designation.

Standard & Poor’s

Equivalent grades 2025 2024
9 ($)
Excellent
AA BB + and higher 19,096,481 15,712,036
Very good
A+ BB - 315,756
Good
A- B+ 14,005,150 -
B+ B 36,586,368 47,366,994
69,687,999 63,394,786

Repossessed collateral

Repossessed collateral is sold as soon as practicable, with the proceeds used to reduce the outstand-
ing indebtedness. Collateral is repossessed when the Group enforces its rights of the sale agreements
over the collateral as a result of the counter-parties failure to honour their obligations to the Group. The
Group's sales agreements enables the Group to commence Power of Sale proceedings where sale of
the collateral is attempted first by public auction, and if unsuccessful, then through private treaty as a
second option. At the beginning of the Power of Sale proceedings the Group obtains an appraisal of the
collateral to certify the updated market value.

The following table represents the nature and value of repossessed collateral for overdue debts written
off, as at the date of the consolidated financial statements:

2025 2024

($) ®)
Land 4,579,500 6,742,800
Building 72,530,901 79,075,972

77,110,401 85,818,77224
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FINANCIAL RISK MANAGEMENT (CONTINUED)
(b) Liquidity risk

Liquidity and funding risk (Liquidity risk) is the risk that the Group may be unable to generate sufficient
cash or its equivalents in a timely and cost effective manner to meet our commitments as they come
due. Liquidity risk arises from mismatches in the timing and value of cash flows. The Bank's liquidity
profile is structured to ensure that we have sufficient liquidity to satisfy current and prospective com-
mitments in both normal and stressed conditions. Liquidity risk management activities are conducted
in accordance with a comprehensive Liquidity Risk Management Framework (LRMF) that includes
Liquidity Risk Policy (LRP), Pledging Policy (PP) and Contingency Plan. These policies are in addition
to the Group's Ultimate Parent and will identify distinctions within the Caribbean. Additionally, the
Liquidity Contingency Plan is intended to provide communication protocols and forums to give con-
sideration to and support implementation of a predetermined suite of liquidity & funding options to
effectively manage, anticipate and address increasing funding risks generated by stress events.

These policies are supported by management limits and authorities that govern the measurement and
management of liquidity within our risk appetite. Liquidity risk objectives, policies and risk appetite are
reviewed regularly, and updated as required to reflect changes in industry practice and relevant regu-
latory guidance.

Liquidity risk oversight and management is the responsibility of the Board, OC and the ALCO for the
Group. The liquidity management process for the Group is carried out by the Treasury department of
each business unit and monitored by Treasury and the ALCO. Liquidity risk management activities are
subject to the three lines of defence governance model. Treasury, the first line of defence for all the
management of liquidity risk, is subject to independent second line challenge and oversight by GRM.
Internal Audit is the third line of defence. The three lines of defence are independent of the business
whose activities generate liquidity risks.

The Group and the ALCO for the Group regularly reviews information on liquidity positions for each
entity operating within the Group as well as on a consolidated level. As required, the ALCO reviews
and recommends the liquidity risk management policies for relevant Board approvals and annually
approves the Liquidity Contingency Plan.

A robust liquidity risk measurement process is maintained to support timely and frequent reporting of
information for management of liquidity positions and oversight of risk. This reporting includes both
internal and regulatory metrics and is used to monitor adherence with our risk appetite and limits and
position relative to regulatory minimums. The results are monitored monthly by GRM, reported to the
ALCO and Regulators. Internally, liquidity is measured monthly via the internally defined net cash flow
under both ‘Business As Usual' (BAU) and stressed assumptions. This includes the application of sce-
nario-specific assumptions against our assets and liabilities, to project cash flows over varying time
horizons and degrees of stress. As an example, government bonds generally can be quickly and easily
converted to cash without significant loss of value regardless of their contractual maturity. Similarly,
while relationship-based deposits contractually can be withdrawn immediately, in practice, these bal-
ances can be relatively stable sources of funding depending on several factors, such as the nature of
the client and their intended use. Risk methodologies and underlying assumptions are periodically
reviewed and validated to ensure their alignment with our operating environment, expected economic
and market conditions, regulatory requirements, and generally accepted industry practices. Liquidity
risk appetite sets limits on various metrics over a range of time horizons considering various levels of
stress conditions in the development of appropriate contingency,recovery, and resolution plans. The
Bank’s liquidity risk measurement and control activities cover the undermentioned risks.
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(b) Liquidity risk (continued)

Tactical (shorter-term) liquidity risk

To address potential immediate cash flows risk in times of stress, we use short-term net cash flow limits
to control risk of material units, subsidiaries and currencies and perform stress testing assessments.
Net cash flow positions are determined by applying results of core assumptions methodology i.e. inter-
nally derived risk assumptions and parameters to known and anticipated cash flows for all material un-
encumbered assets, liabilities and off-balance sheet activities. Encumbered assets are not considered
a source of available liquidity.

Structural(longer-term) liquidity risk

To guide our secured and unsecured wholesale term funding activities, we employ an Internal Liquidity
Mismatch Metric (ILM) to manage and control the structural alignment between long-term assets and
longer-term funding sources from core deposits.

Contingency liquidity risk

Contingency liquidity risk planning assesses the impact of sudden stress events on our liquidity risk
position and identifies a range of potential mitigating actions and plans. The Liquidity Contingency Plan
(LCP), maintained and administered by Treasury, has been developed to guide our potential responses
to liquidity crises. The contingency liquidity risk planning process identifies contingent funding needs
and sources under various stress scenarios, and as result informs requirements for our earmarked
unencumbered liquid asset portfolios. Also included in the LCP are regional liquidity contingency plans
that guide our responses to liquidity crises.

Additionally, under the leadership of Treasury, the Group's Liquidity Crisis Teams (LCTs) meet at least
annually or more frequently as required to assess our liquidity status, review the LCPs and discuss up-
date market strategies. Under stress conditions, the Group’s LCT provides linkages to the front line and
other functions to support effective and coordinated crisis management and oversight. The Group's
LCTs primary stakeholders informs the ALCO and the Board of the assessment of internal and external
events and their potential implications on liquidity risk.
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(b) Liquidity risk (continued)
The amounts disclosed in the following table are the contractual undiscounted cash flows of all non-de-
rivative financial assets and financial liabilities based on the estimated timing of when settlement of the

amounts is expected to occur as of the balance sheet date and excludes any projected interest on loans
or deposits. Cash flows related to gross loans are disclosed based on number of days in each period.

Upto3 Over 3 to Over 6 to Over 1to Over

months 6 months 12 months 5 years 5 years Total
S $ S $ $ $

As at October 31, 2025
Assets
Cash and cash equivalents 33,101,631 - - - - 3301631
Balance with central banks 24,970,658 - - - - 24,970,658
Gross loans 20,256,209 14,749,545 30,181,059 194,756,694 386,549,096 646,492,603
Allowance for credit losses
and unamortised loan
fees and costs - - - - - (39,115,668)
Securities 35,476,360 - - - - 35,476,360
Due from affiliated company 94,645 - - - - 94,645
Other assets 1,605,627 - - - - 1,605,627
Total financial assets 115,505,130 14,749,545 30,181,059 194,756,694 386,549,096 702,625,856
Liabilities
Customers' deposits 161,623,774 19,589,494 61,277,577 19,870 - 242)510,715
Due to affiliated companies 29,407,051 - 192,000,000 88,000,000 - 309,407,051
Other liabilities 7,837,606 - 2,917,708 - - 10,755,314
Total financial liabilities 198,868,431 19,589,494 256,195,285 88,019,870 - 562,673,080
Liquidity gap (83,363,301) (4,839,949) (226,014,226) 106,736,824 386,549,096
Cumulative gap (83,363,301)  (88,203,250) (314,217,476) (207,480,652) 179,068,444
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(b) Liquidity risk(continued)

The amounts disclosed in the following table are the contractual undiscounted cash flows of all non-de-
rivative financial assets and financial liabilities based on the estimated timing of when settlement of the
amounts is expected to occur as of the balance sheet date and excludes any projected interest on loans
or deposits. Cash flows related to gross loans are disclosed based on number of days in each period.

Upto3 Over 3 to Over 6 to Over 1to Over

months 6 months 12 months 5 years 5 years Total
$ S $ S $ $

As at October 31, 2024
Assets
Cash and cash equivalents 35,421,886 - - - - 35421886
Balance with central banks 26,177,457 - - - - 26,177,457
Gross loans 19,120,807 16,532,569 32,552,092 195,252,645 387,892,579 651,350,692
Allowance for credit losses
and unamortised loan
fees and costs - - - - (45,910,826)
Securities 26,677,265 - - - - 26,677,265
Other assets 2,175,544 - - - - 2,175,544
Total financial assets 109,572,959 16,532,569 32552092 195,252,645 387,892,579 695,892,018
Liabilities
Customers' deposits 159,468,030 23,791,183 69,897,134 2,000 - 253,158,347
Due to affiliated companies 4,737,435 40,000,000 80,000,000 48,000,000 - 172,737,435
Other liabilities 4,283,835 - - - - 4,283,835
Total financial liabilities 168,489,300 63,791,183 149,897,134 48,002,000 - 430,179,617
Liquidity gap (58,916,341) (47,258,614) (117,345,042) 147,250,645 387,892,579
Cumulative gap (58916,341)  (106,174,955) (223,519,997) (76,269,352) 311,623,227
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24. FINANCIAL RISK MANAGEMENT (CONTINUED)
(b) Liquidity risk (continued)
Contingent liabilities and commitments

The following table presents the Group's cash flows from contingent liabilities and commitments by re-
maining period to contractual maturity from the date of the Consolidated statement of financial position:

Upto3 Over 3 to Over 6 to Over 1to Over

months 6 months 12 months 5 years 5 years Total
$ $ $ $ $ $
At October 31, 2025
Credit commitments 481,428 928,530 2,922,874 - - 4332832
481,428 928,530 2,922,874 - - 4332832

Upto3 Over 3 to Over 6 to Over 1to Over

months 6 months 12 months 5 years 5 years Total
$ S $ S $ $
At October 31, 2024
Credit commitments 1,490,564 1,300,966 2,196,321 - 40,000 5,027,851
1,490,564 1,300,966 2,196,321 - 40,000 5,027,851

The following table provides remaining contractual maturity analysis of the Group’s financial liabilities.
The amounts disclosed in the following table are the contractual undiscounted cash flows of all financial
liabilities (e.g., par value or amount payable upon maturity). The amounts do not reconcile directly with
those in the statement of financial position as the table incorporates only cash flows relating to payments
at maturity and do not recognise premiums, discounts or mark-to-market adjustments.

Due on Up to One to five Over 5
demand one year years years Total
($) ($) ©)) ($) ($)

As at October 31, 2025
Liabilities
Customers' deposits 109,014,882 134,577,569 19,870 - 243,612,321
Due to affiliated companies 29,407,051 192,000,000 88,000,000 - 309,407,051
Other liabilities - 10,755,314 - - 10,755,314
Total liabilities 138,421,933 337,332,883 88,019,870 - 563,774,686
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24. FINANCIAL RISK MANAGEMENT (CONTINUED)
(b) Liquidity risk (continued)

(c)

(d)

(e)

Due on Up to One to five Over 5
demand one year years years Total
(S) (8) ($) (8) ($)

As at October 31, 2024
Liabilities
Customers' deposits 104,260,439 150,044,848 1,999 - 254,307,286
Due to affiliated companies 4,185,467 124,338,488 51,281,753 - 179,805,708
Other liabilities - 4,283,835 - - 4,283,835
Total liabilities 108,445,906 278,667,171 51,283,752 - 438,396,829
Market risk

The Group takes on exposure to market risks, which is the risk that the fair value or future cash flows of
a financial instrument will fluctuate because of changes in market prices. Market risks arise from open
positions in interest rate, currency and equity products, all of which are exposed to general and specific
market movements and changes in the level of volatility of market rates or prices such as interest rates,
credit spreads, foreign exchange rates and equity prices. The Group separates exposures to market risk
into either trading or non-trading portfolios.

On a monthly basis, Treasury and Finance departments review and approve the valuation of all securities
and trading liabilities sent by the Valuations department which is resident in RBC.

Non-trading portfolios primarily arise from the interest-rate management of the Group's retail and com-
mercial banking assets and liabilities. Non-trading portfolios also consist of interest rate, foreign ex-
change and equity risks arising from the Bank's amortised and FVOCI securities.

The major measurement technique used by the Group to measure and control market risk is stress test-
ing. The Group applies stress tests to provide an indication of the potential size of losses that could arise
in extreme conditions. Group Risk Management performs a risk sensitivity analysis by applying possible
foreign currency rate stress events on the Group's foreign currency trading portfolio in order to assess
potential impacts to foreign exchange earnings.

Currency risk

The Group's exposure to currency risk is negligible as its functional and presentation currency is the
currency of the economic environment in which it operates, and assets and liabilities denominated in a
currency other than Bahamian dollars form a very small part of its consolidated statement of financial
position.

Interest rate risk

Market risk controls-Interest Rate Risk in the Banking Book (IRRBB) positions
IRRBB arises primarily from traditional customer-originated banking products such as deposits and loans
and includes related hedges and interest rate risk from securities held for liquidity management purposes.
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24,

FINANCIAL RISK MANAGEMENT (CONTINUED)
(e) Interest rate risk (continued)

Market risk controls-Interest Rate Risk in the Banking Book (IRRBB) positions (continued)

Factors contributing to IRRBB include mismatches between asset and liability repricing dates, relative
changes in asset and liability rates in response to market rate scenarios, and other product features
affecting the expected timing of cash flows, such as options to pre-pay loans. IRRBB sensitivities are
regularly measured and reported, and subject to limits and controls with independent oversight from
Group Risk Management (GRM). The Board approves the risk appetite for IRRBB, and the ALCO and
GRM provide ongoing governance through IRRBB risk policies, limits and other controls. IRRBB reports
are reviewed monthly by GRM, the ALCO, and quarterly by the Board.

(IRRBB) measurement

To monitor and control IRRBB, we assess two primary metrics, Net Interest Income (NII) risk and
Economic Value of Equity (EVE) risk, under a range of market shocks, scenarios, and time horizons.
Market scenarios include currency-specific parallel and non-parallel yield curve changes, interest rate
volatility shocks, and interest rate scenarios prescribed by regulators. In measuring NIl risk, detailed
banking book balance sheets are dynamically simulated to estimate the impact of market stress sce-
narios on projected NII. Assets, liabilities and off-balance sheet positions are simulated over various
time horizons. The simulations incorporate maturities, renewals, and new originations along with pre-
payment behaviour. Product pricing and volumes are forecasted based on past experience to deter-
mine response expectations under a given market shock scenario. EVE risk captures the market value
sensitivity to changes in rates. In measuring EVE risk, deterministic (single-scenario) and stochastic
(multiple-scenario) valuation techniques are applied to spot position data. NIl and EVE risks are meas-
ured for a range of market risk stress scenarios which include extreme but plausible changes in market
rates and volatilities. IRRBB measures assume continuation of existing hedge strategies. Management
of NIl and EVE risk is complementary and supports our efforts to generate a sustainable high-quality
NIl stream. NIl and EVE risks for all units are measured monthly. A number of assumptions affecting
cash flows, product re-pricing and the administration of rates underlie the models used to measure NIl
and EVE risk. The key assumptions, fixed-rate loan prepayment behaviour and empirically based his-
torical client behaviour with product pricing with consideration and possible forward-looking changes
on non-maturity assets and liabilities (deposits). All models and assumptions used to measure IRRBB
are subject to independent oversight by GRM.

Market risk measures - IRRBB Sensitivities

The following table summarises the Group's exposure to interest rate repricing risk. It includes the
Group's financial instruments at carrying amounts categorised by the earlier of contractual repricing or
maturity dates.

EVE Risk NII Risk
Bahamian Foreign Bahamian Foreign
Dollar Currency Dollar Currency
($'000) ($'000) ($'000) (s'000)

At October 31, 2025
100 bps increase in rates 2,413 Nil 2,625 Nil

100 bps decrease in rates 2,413 Nil 2,625 Nil
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24, FINANCIAL RISK MANAGEMENT (CONTINUED)
(e) Interest rate risk (continued)

At October 31,2024
100 bps increase in rates

100 bps decrease in rates

EVE Risk NIl Risk
Bahamian Foreign Bahamian Foreign
Dollar Currency Dollar Currency
($'000) ($'000) ($'000) ($'000)
1,795 Nil 1,302 Nil
(1,842) Nil (1,302) Nil

The table below summarises the Bank's exposure to interest rate repricing risk. It includes the Bank's
financial instruments at carrying amounts, categorised by the earlier of contractual repricing or matu-

rity dates.

At October 31, 2025
Assets

Cash and cash equivalents
Balance with central banks
Gross loans

Allowance for credit losses
and unamortised loan fees
and costs
Securities

Due from affiliated company -

Other assets

Total financial assets
Liabilities

Customers' deposits

Due to affiliated companies
Other liabilities

Total financial liabilities

Net repricing gap

Upto1i Overi1to5 Over 5 Non-Interest
year years years Rate Sensitive Total
($) ($) ($) ($) ($)

14,005,150 - - 19,096,481 33,101,631

- - - 24,970,658 24,970,658

602,470,939 - - 44,021,664 646,492,603

- - - (39,115,668)  (39,115,668)

35,476,360 - - - 35,476,360

- - 94,645 94,645

- - - 1,605,627 1,605,627

651,952,449 - - 50,673,407 702,625,856

133,475,963 19,870 - 109,014,882 242,510,715

193,170,205 88,000,000 - 28,236,846 309,407,051

- - - 10,755,314 10,755,314

326,646,168 88,019,870 - 148,007,042 562,673,080
325,306,281  (88,019,870) -
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Upto1 Overi1to5 Over 5 Non-Interest
year years years Rate Sensitive Total
($) ($) ($) ($) ($)
At October 31, 2024
Assets
Cash and cash equivalents 19,394,094 - - 16,027,792 35,421,886
Balance with central banks - - - 26,177,457 26,177,457
Gross loans 596,657,022 - - 54,693,670 651,350,692
Allowance for credit losses
and unamortised loan
fees and costs - - - (45,910,826) (45,910,826)
Securities 26,677,265 - - - 26,677,265
Other assets - - - 2,175,544 2,175,544
Total financial assets 642,728,381 - - 53,163,637 695,892,018
Liabilities
Customers' deposits 148,917,302 2,000 - 104,239,045 253,158,347
Due to affiliated companies 120,000,000 48,000,000 - 4,737,435 172,737,435
Other liabilities - - - 4,283,835 4,283,835
Total financial liabilities 268,917,302 48,002,000 - 113,260,315 430,179,617
Net repricing gap 373,811,079  (48,002,000) -
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24. FINANCIAL RISK MANAGEMENT (CONTINUED)
(e) Interest rate risk (continued)
Maturity and rate sensitivity
The table below summarises the Group's loans and securities categorised by the earlier of contractual
repricing or maturity dates:
Up to one One to five Over five
year years years Total
As at October 31, 2025 ($) (S) ($) ($)
Loans:
Retail 582,124 - - 582,124
Mortgages 645,910,479 - - 645,910,479
Gross loans 646,492,603 - - 646,492,603
Securities:
Held-to-collect at amortized cost 36,586,368 - - 36,586,368
Gross securities 36,586,368 - - 36,586,368
Up to one One to five Over five
year years years Total
As at October 31, 2024 ($) (S) ($) ($)
Loans:
Retail 738,894 - - 738,894
Mortgages 650,611,798 - - 650,611,798
Gross loans 651,350,692 - - 651,350,692
Securities:
Held-to-collect at amortized cost 10,812,000 6,825,500 10,335,400 27,972,900
Gross securities 10,812,000 6,825,500 10,335,400 27,972,900
The following table summarises the Group's lending portfolio by interest rate sensitivity.
Non Rate
Fixed Rate Floating Rate Sensitive Grand Total
As at October 31, 2025 ($) ($) ($) ($)
Loans:
Retail - 562,806 19,318 582,124
Mortgages 2,775,312 599,132,821 44,002,346 645,910,479
2,775,312 599,695,627 44,021,664 646,492,603
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FINANCIAL RISK MANAGEMENT (CONTINUED)
(e) Interest rate risk (continued)

(f)

Non Rate
Fixed Rate Floating Rate Sensitive Grand Total
As at October 31, 2024 ($) ($) (S) S
Loans:
Retail - 696,526 42,368 738,894
Mortgages 2,946,330 593,014,165 54,651,303 650,611,798
2,946,330 593,710,691 54,693,671 651,350,692

Price risk is the risk that the fair values and/or amounts realised on sales of financial instruments may
fluctuate significantly as a result of a change in market prices.This risk is considered to be minimal, as
the Group's securities are represented in the vast majority by Government debt securities, which have
limited trading and where trading is observed the prices continue to be at face value.

Capital management

Capital management is a proactive process that ensures that the Group has and remains able to gen-
erate or raise sufficient capital on a timely and cost-effective basis to underpin its risks and ultimately
protect depositors and other creditors from unexpected losses.

Capital adequacy is viewed in terms of both regulatory requirements: Tierlratio, total capital ratio and
single name credit exposure limits; as well as projected subsidiary capital levels based on anticipated
business growth and earnings forecast and internal assessment of risk using a stress testing model.
RBC Group Treasury prepares the annual capital plan incorporating the financial goals including the
capital ratio targets in alignment with the operating business plan.

The Group is committed to maintaining a sound and prudent capital structure that:

» Exceeds, with an appropriate cushion, the minimum capital requirements for the level and quality
of capital set by the regulator;

» Safeguards the Group's ability to continue as a going concern by maintaining capital levels that are
sufficient to support all material risks and also to support potential unexpected increases in risk;

« Promotes an integrated and streamlined approach to managing regulatory capital that is both
reflective of the Group's risk appetite and risk management practices and strongly supportive
of growth strategies and performance management; and

« Reflects alignment with the Group's risk management frameworks and policies.

Capital adequacy and the use of regulatory capital are monitored by the Group's management, based
on an internal risk assessment approach employing techniques based on the guidelines developed by
the Basel Committee on Grouping Supervision as implemented by the Central Bank of The Bahamas.
The required information is filed with the Central Bank on a monthly basis as prescribed. The Central
Bank requires the Group to maintain a minimum total capital ratio of 17%. As of the date of the consol-
idated statement of financial position, the Group's total capital ratio was 28.93% (2024: 57.77%).
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OPERATING SEGMENTS

As disclosed in Note 1, the Group's business activities include the acceptance of deposits, buying and sell-
ing foreign currencies and mortgage lending in The Bahamas. Through its subsidiary, the Group provides
insurance agency services solely to its mortgage customers. The following table includes a summary of

financial information for these entities.

Assets

Liabilities
Income:
Net interest income
Non-interest income
Elimination of inter-segment revenue
Total income
Non-interest expense
Release of provision for credit losses
Net income before taxation
Taxation expense

Net income

Assets

Liabilities
Income:
Net interest income
Non-interest income
Total income
Non-interest expense
Release of provision for credit losses

Net income
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2025
Insurance
Banking Brokerage Services Consolidated
($) ($) ($)

700,249,641 3,392,661 703,642,302
565,682,866 973,464 566,656,330
27,466,984 - 27,466,984
13,612,548 987,033 14,599,581
(13,000,000) - (13,000,000)
28,079,532 987,033 29,066,565
(13,513,835) (379,919) (13,893,754)
8,064,382 - 8,064,382
22,630,079 607,114 23,237,193
(3,394,512) (91,067) (3,485,579)
19,235,567 516,047 19,751,614

2024

Insurance

Banking Brokerage Services Consolidated

($) (8) ($)
681,168,977 15,751,836 696,920,813
429481124 848686 430,329,810
30,154,392 - 30,154,392
680,287 1,008,198 1,688,485
30,834,679 1,008,198 31,842,877
(13,784,236) (357,202) (14,141,438)
14,005,799 - 14,005,799
31,056,242 650,996 31,707,238
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26. FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES
The following fair value hierarchy table presents fair values of financial assets and liabilities that are carried
at a mortised cost, and therefore excludes financial instruments that are measured and disclosed at fair val-
ue on a recurring basis. The carrying amounts of certain financial instruments approximate their fair values
due to the short-term nature and generally insignificant credit risk of the instruments:
(i) loans and deposits with original maturity of less than three months or payable on demand; and (ii) certain
receivables and payables in other assets and other liabilities.
As at October 31, 2025
Fair value Fair value
always may not Total Fair value hierarchy
approximates approximate fair value
carrying value carrying value Level 1 Level 2 Level 3
($) ($) ($) ($) ($) ($)
Cash and cash equivalents 19,096,481 - 19,096,481 - - -
Balance with central banks 24,970,658 - 24,970,658 - - -
Loans - 635,882,336 635,882,336 - - 635,882,336
Securities - 36,646,107 36,646,107 - 36,646,107 -
Due from affiliated company 94,645 - 94,645 - - -
Other assets 1,605,627 - 1,605,627 - - -
Customers’ deposits 161,623,775 80,916,315 242,540,090 - - 80,916,315
Due to affiliated companies 309,407,051 - 309,407,051 - - -
Other Liabilities 10,755,314 - 10,755,314 - - -
As at October 31, 2025
Fair value Fair value
always may not Total Fair value hierarchy
approximates approximate fair value
carrying value carrying value Level 1 Level 2 Level 3
($) ($) ($) ($) ($) ($)
Cash and cash equivalents 16,027,792 - 16,027,792 - - -
Balance with central banks 26,177,457 - 26,177,457 - - -
Loans - 637,993,471 637,993,471 - - 637,993,471
Securities - 28,085,940 28,085,940 - 28,085,940 -
Other assets 2,175,544 - 2,175,544 - - -
Customers' deposits 159,468,030 93,726,570 253,194,600 - - 93,726,570
Due to affiliated companies 172,737,435 - 172,737,435 - - -
Other Liabilities 4,434,028 - 4,434,028 - - -
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26. FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES (CONTINUED)

Valuation techniques and assumptions applied for the purposes of measuring fair value. The fair values of
financial assets and financial liabilities are determined as follows:

The fair values of financial assets and financial liabilities with standard terms and conditions and traded on
active liquid markets are determined with reference to quoted market prices (includes listed redeemable
notes, bills of exchange, debentures and perpetual notes).

The fair values of other financial assets and financial liabilities (excluding derivative instruments) are deter-
mined in accordance with generally accepted pricing models based on discounted cash flow analysis using
prices from observable current market transactions and dealer quotes for similar instruments.

Loans are similarly valued taking into account credit portfolio experience. The valuation model is reviewed
on an annual basis and updated as necessary to reflect portfolio experience.
Disclosures of fair value for financial instruments that are measured and disclosed at fair value

The following table provides an analysis of financial instruments that are measured subsequent to initial
recognition at fair value, grouped into Levels 1to 3 based on the degree to which the fair value is observable:

= Level 1fair value measurements are those derived from quoted prices (unadjusted) in active markets for
identical assets or liabilities.

« Level 2 fair value measurements are those derived from inputs other than quoted prices included with
in Level 1thatareobservablefortheassetorliability, either directly (i.e. as prices) or indirectly (i.e.
derived from prices).

« Level 3 fair value measurements are those derived from valuation techniques that include inputs for the
asset or liability that are not based on observable market data (unobservable inputs).\

Level 1 Level 2 Level 3 Total
($) ($) ($) ($)
As at October 31, 2025
Bahamas Government Debt Securities - 34,887,469 - 34,887,469
Locally Issued Corporate Bonds - 1,698,899 - 1,698,899
- 36,586,368 - 36,586,368
Level 1 Level 2 Level 3 Total
($) ($) ($) ($)
As at October 31, 2024
Bahamas Government Debt Securities - 25,490,700 - 25,490,700
Locally Issued Corporate Bonds - 2,482,200 - 2,482,200
- 27,972,900 - 27,972,900

There were no significant transfers between Level 1 and 2 in the respective period.

27. SUBSEQUENT EVENT

On January 20, 2026 the Group's directors approved a dividend in the amount of $4,000,000 ($0.15 per share) to
all shareholders of record as at February10, 2026 payable on February 17, 2026, subject to the required regulatory
approval.
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