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SIGNATURES

A Director, the Chief Executive Officer and Chief Financial Officer of the company shall sign this
Annual Report on behalf of the company. By so doing each certifies that he has made diligent
efforts to verify the material accuracy and completeness of the information herein contained.
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to year-end figures) including all adjustments necessary for fair presentation under the
circumstances.
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INFORMATION TO BE INCLUDED IN FORM ECSRC-OR

Financial Statements

Provide Financial Statements for the period being reported in accordance with International
Accounting Standards. The format of the financial statements should be similar to those
provided with the registration statement. Include the following:

(a) Condensed Balance Sheet as of the end of the most recent financial year and just
concluded reporting period.

(b) Condensed Statement of Income for the just concluded reporting period and the
corresponding period in the previous financial year along with interim three, six and
nine months of the current financial year and corresponding period in the previous
financial year.

(c) Condensed Statement of Cash Flows for the just concluded reporting period and the
corresponding period in the previous financial year along with the interim three, six
and nine months of the current financial year and the corresponding period in the
previous financial year.

(d) By way of Notes to Condensed Financial Statements, provide explanation of items
in the financial statements and indicate any deviations from generally accepted
accounting practices.

Management's Discussion and Analysis of Financial Condition and Results of
Operation.

Discuss the reporting issuer's financial condition covering aspects such as liquidity, capital
resources, changes in financial condition and results of operations during the reporting
period. Discussions of liquidity and capital resources may be combined whenever the two
topics are interrelated. Discussion of material changes should be from the end of the
preceding financial year to the date of the most recent interim report.

The Management’s Discussion and Analysis should disclose sufficient information to
enable investors to judge:

1. The quality of earnings;

2. The likelihood that past performance is indicative of future performance; and

3. The issuer’s general financial condition and outlook.

It should disclose information over and above that which is provided in the management
accounts and should not be merely a description of the movements in the financial
statements in narrative form or an otherwise uninformative series of technical responses.
It should provide management’s perspective of the company that enables investors to view
the business from the vantage point of management.



The discussion should focus on aspects such as liquidity; capital resources; changes in
financial condition; results of operations; material trends and uncertainties and measures
taken or to be taken to address unfavourable trends; key performance indicators; and
nonfinancial indicators.

General Discussion and Analysis of Financial Condition

ECONOMY
Eastern Caribbean Currency Union (ECCU)

[The ECCU realized average real economic growth of 3.8 per cent per annum over the period 2004- 2008
(pre-global ctisis); -0.9 per cent over the period 2009-2011 (global crisis); and 2.3 per cent per annum
over the 2012-2016 period (post global crisis). Economic growth post-crisis was below rates seen before
the international crisis reflecting the altered global economic and financial landscape, where the region’s
main trading partners also faced low growth trajectories.

I'he ECCU contracted by an estimated 14% in 2020 compared to 2.7% growth in 2019. Declines in Real
Gross Domestic Product (GDP adjusted for inflation) were teported by all ECCU member states in
2020, ranging from 2.7% in Saint Vincent to 27.4% in Anguilla.

St Kitts and Nevis

In St Kitts and Nevis Real GDP decteased by 10.74% in 2020. Prior to the Covid-19 pandemic growth
for 2020 was projected at 3.2% following 2.1% registered in 2019. The value added in the hotel and
restaurants sectors is estimated to have declined by 74.1% due to the range of restrictive measures
imposed in 2020, including the temporary closure of the borders from 25 March 2020 to 31 October
2020. Total cruise and stay over visitor atrivals for the 2020 calendar year were 301,094 compared to
1,181,854, in 2019, a decline of 880,760 visitors ot 74.52%. The impact of the pandemic on the tourism
sector has had a domino effect across the economy. Contractions of 16% and 6% were also recorded in
the construction and manufacturing sectors respectively.

The graph below depicts Real GDP for the ECCU and St Kitts and Nevis for the past 5 years.
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TDC Group of Companies

The Net Income Before Tax for the first half of the 2021 financial year was $1,323,214 compared to
$2,678,720 duting the prior comparative quarter, 1 February to 31 July 2020.

Key Financial Indicators

The TDC Group uses several key financial indicatots to measure financial petformance. These indicators
include Revenue, Profit Before Intetest and Tax (PBIT), Net Profit After Tax and Shareholders’ Equity.

Within the TDC Gtoup, each company annually establishes operational goals, financial targets and
objectives.

T'he bar graphs below show the Revenue, PBIT and Profit After Taxes.
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Consolidated Statement of Income

Revenue

Revenue for the TDC Group dectreased from $54,234,331 duting the first half of the 2020 financial year
to $45,349,565 during the first half of the current year, a decline of $8,884,766 or 16.38%. Due to an
increased number of COVID cases in the Federation of St Kitts and Nevis most businesses were closed
for 4 consecutive weeks between June and July 2021. Revenue for General Trading (Home and Building
Depots, Automotive Divisions, Business Centers and Pharmacy) decreased by $6,711,809 or 13.17%.
Revenue from Other Segments: Auto, Rentals, Hire Purchase, Airlines Services, Tours, and Shipping
also declined by $1,468,023 or 56.78%, from $2,585,454 for the first half in 2020 to $1,117,431 for the
period under review. During the previous year, the revenue from the Ocean Terrace Inn Group’s
operations was $705,034 during the half of the financial year. The hotel was closed in March 2020. The
net revenue for 2021 is reflected in the line item “Profit/(loss) on Discontinued Opetations.”

Gross Margin (Gross Profit as a percentage of sales) increased marginally to 27.18% in first half
compared to 26.94% during the comparative period in 2020.




Net Interest Income decreased by $242,240 or 5.79%. The banking sector remains liquid as evidenced
by liquid assets to total assets ratio for St Kitts and Nevis, 58.44% at the end of 2020 compared to
55.73% in the priot year.

The graph below shows the weighted average lending and deposit rates for the Federation of St Kitts
and Nevis and those for TDC Financial Setvices fot the past 5 years. The weighted average interest rate
on loans granted by TDC Financial Setvices was 8.01% in the 2020/2021 financial year compared to
8.22% in the previous year.
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The delinquency rate was 5.8% at the end of the year compared to 5.69% at 31 January 2020. The table
below shows the delinquency tate at the end of the past 5 financial yeats for TDC Financial Services and
the Federation of St Kitts and Nevis.
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Net Underwriting Income of TDC Insurance Company decreased by $1,654,328, 59.7% from
$4,183,005 for the first half of the 2020 financial year to $3,940,765 during the period under review.

Our reinsurance company, East Caribbean Reinsurance Company, continued to review and improve
its reinsurance treaties, including the multi-year deal. This reduced the need for expensive facultative cover
thereby retaining more premiums and improving earnings. The new relationship in which the company
provides coverage for the property portfolio of an insurance company in the BVI also provided an
additional soutce of revenue.

Other Income decreased by $167,532 or 3.46% from $4,847,056 for the first half of the 2020 financial
year to $4,679,524 for the period under review.

Expenses

Operating expenses declined from $22,034,879 for the first half of the 2020 financial year to $19,322,474
for first comparative period in 2021, a decrease of $2,712,405 or 12.31%. The primary categories of
operating expenses include employee costs, general and administrative expenses, depreciation and
amortization. ‘

Employee Costs, $10,644,111, which represents 55.09% of operating expenses, declined by $1,246,045
or 10.48%. In 2020 in response to the Covid-19 pandemic and related mitigation measures, we
commissioned an internal Covid-19 pandemic team to review and assess the evolving environment and
began implementing changes. These included salary cuts for the management team (10% - 15% of the
base salary) and the change of the payment structure for non-management and employees who do not
provide specialist services. The contracts for most employees were amended to houtly based pay from
fixed salaries. These changes took effect during the second quarter of 2020.

General and Administrative Expenses reflected similar declines. Overall, the reduction was $986,043
or 13.5% from $7,302,587 for the first half of the 2020 financial year compared to $6,316,544 for the
period under review. The details are reflected in note 30.




Depreciation and Amortization -
Depreciation and Amottization declined by $480,317 or 16.9%.

Finance and Interest Charges increased by $228,499 or 11.35%.

One of the most widely used metric to assess performance by shareholders is Shareholders Equity. The
graph below shows the movement.

Shareholders' Equity
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Liquidity and Capital Resources

Provide a narrative explanation of the following (but not limited to):

i) The reporting issuer's financial condition covering aspects such as liquidity, capital
resources, changes in financial condition and results of operations.

i1) Any known trends, demands, commitments, events or uncertainties that will result
in, or that are reasonably likely to result in, the issuer's liquidity increasing or
decreasing in any material way. If a deficiency is identified, indicate the course of
action that the reporting issuer has taken or proposes to take to remedy the
deficiency.

iii)  The issuer’s internal and external sources of liquidity and any material unused
sources of liquid assets.

iv)  Provisions contained in financial guarantees or commitments, debt or lease
agreements or other arrangements that could trigger a requirement for an early
payment, additional collateral support, changes in terms, acceleration of maturity, or
the creation of an additional financial obligation such as adverse changes in the
issuer’s financial ratios, earnings, cash flows or stock price or changes in the value
of underlying, linked or indexed assets.



V) Circumstances that could impair the issuer’s ability to continue to engage in
transactions that have been integral to historical operations or are financially or
operationally essential or that could render that activity commercially impracticable
such as the inability to maintain a specified level of earnings, earnings per share,
financial ratios or collateral.

vi)  Factors specific to the issuer and its markets that the issuer expects will affect its
ability to raise short-term and long-term financing, guarantees of debt or other
commitment to third parties, and written options on non-financial assets.

vii)  The relevant maturity grouping of assets and liabilities based on the remaining period
at the balance sheet date to the contractual maturity date. Commentary should
provide information about effective periods and the way the risks associated with
different maturity and interest profiles are managed and controlled.

viii) The issuer’s material commitments for capital expenditures as of the end of the latest
fiscal period, and indicate the general purposes of such commitments and the
anticipated source of funds needed to fulfil such commitments.

iX)  Any known material trends, favorable or unfavorable, in the issuer’s capital
resources, including any expected material changes in the mix and relative cost of
capital resources, considering changes between debt, equity and any off-balance
sheet financing arrangements.

Discussion of Liquidity and Capital Resources

Consolidated Statement of Financial Position

The working capital deficit was $27,518,179 at 31 July 2021. The graph below shows the movement
in the working capital. We continue to work assiduously to improve the TDC Group’s working
capital position.
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Liquidity and Capital Resources
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Operating activities - Cash flows provided by opetating activities supplemented with our long-term
and short-term borrowings have been sufficient to fund our operations while allowing us to invest in
activities that support the long-term gtowth of our operations. Operating cash flow result mainly from
cash received from customers, offset by cash payments for products and services, compensation and
operations. Cash provided by ot used in opetating activities is also impacted by changes in wotking
capital that is subject to many vatiables, including seasonality, inventoty management, timing of cash
receipts and payments.

The TDC Group has not raised Capital through the issuance of shares for over twenty years. We have
utilized debt financing to lower our overall cost of capital and increase our return on Shareholders’

Equity.

Investing activities - Net cash used in investing activities was $4,446,991 as the TDC Group increased
the investment portfolio, partially offset by the deferral of certain capital expenses during the year due
to the uncertainties related to Covid-19.

Cash and cash equivalents were $22,056,169 at 31 July 2021. We maintained more cash to provide us
with enhanced flexibility due to the uncertainties related to the Covid19 pandemic.

Off Balance Sheet Arrangements

Provide a narrative explanation of the following (but not limited to):




Disclosures concerning transactions, arrangements and other relationships with
unconsolidated entities or other persons that are reasonably likely to materially affect
liquidity or the availability of, or requirements for capital resources.

The extent of the issuer’s reliance on off-balance sheet arrangements should be
described fully and clearly where those entities provide financing, liquidity, market
or credit risk support, or expose the issuer to liability that is not reflected on the face
of the financial statements.

iii) Off-balance sheet arrangements such as their business purposes and activities, their

economic substance, the key terms and conditions of any commitments, the initial
on-going relationship with the issuer and its affiliates and the potential risk
exposures resulting from its contractual or other commitments involving the off-
balance sheet arrangements.

iv) The effects on the issuer’s business and financial condition of the entity’s

termination if it has a finite life or it is reasonably likely that the issuer’s
arrangements with the entity may be discontinued in the foreseeable future.

N/A

Results of Operations

In discussing results of operations, issuers should highlight the company’s products and
services, facilities and future direction. There should be a discussion of operating
considerations and unusual events, which have influenced results for the reporting period.
Additionally, any trends or uncertainties that might materially affect operating results in
the future should be discussed.

Provide a narrative explanation of the following (but not limited to):

i)

Any unusual or infrequent events or transactions or any significant economic changes

that materially affected the amount of reported income from continuing operations

and, in each case, the extent to which income was so affected.




ii)  Significant components of revenues or expenses that should, in the company's
judgment, be described in order to understand the issuer’s results of operations.

iii) Known trends or uncertainties that have had or that the issuer reasonably expects will
have a material favorable or unfavorable impact on net sales or revenues or income
from continuing operations.

iv) Known events that will cause a material change in the relationship between costs and
revenues (such as price increases, costs of labour or materials), and changes in
relationships should be disclosed.

v)  The extent to which material increases in net sales or revenues are attributable to
increases in prices or to increases in the volume or amount of goods or services being
sold or to the introduction of new products or services.

vi) Matters that will have an impact on future operations and have not had an impact in
the past.

vii) Matters that have had an impact on reported operations and are not expected to have
an impact upon future operations

viii) Off-balance sheet transactions, arrangements, obligations (including contingent
obligations), and other relationships that have or are reasonably likely to have a
current or future effect on the registrant’s financial condition, changes in financial
condition, revenues or expenses, results of operations, liquidity, capital expenditures
or capital resources.

ix) Performance goals, systems and, controls.

Overview of Results of Operations

Covid-19

The COVID-19 pandemic is affecting our business; demand for our products and services,
access to inventory and supply chain operations. There is considerable uncertainty regarding
the extent to which COVID-19 will continue to spread and the duration of measures taken to
contain the virus, such as travel bans and restrictions, quarantines, shelter-in-place orders,
business, and government shutdowns. Additionally, a future outbreak of confirmed cases of
COVID-19 in our facilities could result in temporary or sustained workforce shortages or
facility closures, which would negatively impact our business and results of operations. We
are taking precautionary measures intended to minimize the risks.

Performance Evaluation System

Strategic Human Resource initiatives are continually being incorporated to mitigate
against low employee morale, high rates of turnover and dissatisfaction with
management practices. Hence, our performance evaluation system has been reviewed




and now incorporates a framework to evaluate all levels of staff. It has worked to provide
usable data to foster greater teamwork, enhanced productivity, accountability and a
more dedicated and motivated workforce. We have developed a set of Key Performance
Indicators (KPIs) that will ensure that we remain tightly focused on our purpose.

3. Disclosure about Risk Factors.

Provide a discussion of the risk factors that may have an impact on the results from
operations or on the financial conditions. Avoid generalised statements. Typical risk
factors include untested products, cash flow and liquidity problems, dependence on a key
supplier or customer, management inexperience, nature of business, absence of a trading
market (specific to the securities of the reporting issuer), etc. Indicate if any risk factors
have increased or decreased in the time interval between the previous and current filing.

The TDC Group is committed to having a strong governance and risk management framework as a
solid foundation which supports growth and innovation objectives. Our goal is to improve the risk
maturity to facilitate the management of threats and opportunities that risks bring in a decisive and
proactive manner. Enterprise Risk Management Department (ERM) co-ordinates risk management
activity throughout the Company, consolidating the output from various functions into meaningful
management information to:

e Better inform the Board about decision-making, accountabilities, and responsibilities for
managing risk;

e Ensure that risk is managed in a way that is consistent throughout the Company and is aligned
with the Board’s direction and Company’s objectives.’

The ERM function within TDC Group of Companies began in December 2016. The program was
implemented as a pilot at TDC Insurance and has expanded to include TDC Financial Services
Company Ltd, June 2018, and East Caribbean Reinsurance Company Ltd, July 2019.
Over the past four years the ERM programme has evolved to include:
e A governance framework - policies and procedures, board subcommittees
Technological software where risks can be documented, scored, and analysed
Increased staff awareness of risk management
Integration into Internal Audit and Compliance Plans
Stress testing and other analytical tools to meet regulatory requirements
Standardized control scores to improve transparency and objectiveness of risk assessments.




Strategic Risks

General or macro-economic factors, both domestically and internationally, may materially
adversely affect our financial performance.

General economic conditions and other economic factors, globally may adversely affect our financial
performance. Higher interest rates, lower or higher prices of petroleum products, including gasoline,
and diesel fuel, higher costs for electricity, weaknesses in the housing market, inflation, deflation,
increased costs of essential services, such as medical care and utilities, higher levels of
unemployment, decreases in consumer disposable income, higher consumer debt levels, changes in
consumer spending and shopping patterns, fluctuations in currency exchange rates, higher tax rates,
imposition of new taxes or other changes in tax laws, changes in healthcare laws, other regulatory
changes, the imposition of tariffs or other measures that create barriers to or increase the costs
associated with international trade, overall economic slowdown or recession and other economic
factors could adversely affect consumer demand for the products we sell.

The economic factors that affect our operations may also adversely affect the operations of our
suppliers, which can result in an increase in costs or in more extreme cases, certain suppliers not
producing goods in the volume quantities typically available for sale.

Operational Risks

Natural disasters, changes in climate, and geo-political events and catastrophic events could
materially adversely affect our financial performance.

The occurrence of one or more natural disasters, such as hurricanes, tropical storms, floods, fires,
earthquakes and tsunamis; weather conditions such as major droughts whether as a result of climate
change or otherwise; severe changes in climate; geo-political events; epidemics or pandemics or other
contagious outbreaks such as the recent coronavirus (COVID-19) outbreak; and catastrophic events,
such as war, civil unrest, terrorist attacks or other acts of violence, including active shooter situations,
in countries where our suppliers are located, could adversely affect our operations and financial
performance.

Risks associated with our suppliers could materially adversely affect our financial performance

The products we sell are sourced from a wide variety of international suppliers. Global sourcing of
many of the products we sell is an important factor in our financial performance. We expect our

suppliers to comply with applicable laws, including labor, safety, anti-corruption and environmental
laws.

Political and economic instability, as well as other impactful events and circumstances in the countries
in which our suppliers and their manufacturers are located (such as the recent coronavirus outbreak
which could result in potential disruptions or delays to our global supply chain), the financial
instability of suppliers, labor problems experienced by our suppliers and their manufacturers, the
availability of raw materials to suppliers, merchandise safety and quality issues, disruption or delay




in the transportation of merchandise from the suppliers and manufacturers to stores, including of labor
slowdowns at any ports at which the merchandise we purchase enters.

We rely extensively on information systems to process transactions, summarize results and
manage our business. Disruptions in our systems could harm our ability to conduct our
operations.

Our information systems are subject to interruption from computer and telecommunications failures,
computer viruses, worms, other malicious computer programs, denial-of-service attacks, security
breaches through cyber-attacks from cyber-attackers and sophisticated organizations, catastrophic
events such as fires, earthquakes and hurricanes.

Any failure to maintain the security of the information relating to our company, customers,
employees, whether as a result of cybersecurity attacks on our information systems or
otherwise, could damage our reputation, result in litigation or other legal actions against us,
cause us to incur substantial additional costs, and materially adversely affect our business and
operating results.

Cyber threats are rapidly evolving and those threats and the means for obtaining access to information
in digital and other storage media are becoming increasingly sophisticated. Cyber threats and cyber-
attackers can be sponsored by countries or sophisticated criminal organizations or be the work of
hackers with a wide range of motives and expertise.

Any compromise of our data security systems or of those of businesses with which we interact, which
results in confidential information being accessed, obtained, damaged, modified, lost or used by
unauthorized or improper persons, could harm our reputation and expose us to regulatory actions,

customer attrition, remediation expenses, and claims from customers which could materially and
adversely affect our business operations, financial condition and results of operations.

Failure to attract and retain qualified associates, increases in wage and benefit costs, changes
in laws and other labor issues could materially adversely affect our financial performance.

Our ability to continue to conduct and expand our operations depends on our ability to attract and
retain a large and growing number of qualified associates globally. Our ability to meet our labor
needs, including our ability to find qualified personnel to fill positions that become vacant, is
generally subject to numerous external factors, including the availability qualified persons in the
markets in which we operate, unemployment levels within those markets, prevailing wage rates,
changing demographics, health and other insurance costs and adoption of new or revised employment
and labor laws and regulations.

Market Risk

The investments held by the various subsidiaries within the TDC Group are exposed to market risk,
that is risk of loss in financial instruments on the Balance Sheet due to adverse movements in market
factors such as interest rates, prices, spreads, volatilities and/or correlations. For example, the TDC
Group held cash and fixed deposits at the Caribbean Commercial Bank (Anguilla) Ltd and the
National Bank of Anguilla. Both banks were placed in conservatorship in August 2013.




TDC Insurance Company Ltd and East Caribbean Reinsurance Company Ltd (ECRC) — risk of loss
due to catastrophe claims, pricing and underwriting.




Legal Proceedings.

A legal proceeding need only be reported in the ECSRC — OR filed for the period in which it first
became a reportable event and in subsequent interim reports in which there have been material
developments. Subsequent Form ECSRC — OR filings in the same financial year in which a legal
proceeding or a material development is reported should reference any previous reports in that
year. Where proceedings have been terminated during the period covered by the report, provide
similar information, including the date of termination and a description of the disposition thereof
with respect to the reporting issuer and its subsidiaries.

There were no legal proceedings that had a material effect on the Company.

5. Changes in Securities and Use of Proceeds.

(a) Where the rights of the holders of any class of registered securities have been materially
modified, give the title of the class of securities involved. State briefly the general
effect of such modification upon the rights of holders of such securities.

There were no changes in securities or use of proceeds that occurred in this period.

(a) Where the use of proceeds of a security issue is different from that-which is stated in the
registration statement, provide the following:

» Offer opening date (provide explanation if different from date disclosed in the
registration statement)
N/A

= Offer closing date (provide explanation if different from date disclosed in the
registration statement)
N/A




» Name and address of underwriter(s)
N/A

»  Amount of expenses incurred in connection with the offer N/A

= Net proceeds of the issue and a schedule of its use
N/A

» Payments to associated persons and the purpose for such payments
N/A

(c) Report any working capital restrictions and other limitations upon the payment of
dividends.

N/A




Defaults upon Senior Securities.

(a) If there has been any material default in the payment of principal, interest, a sinking
or purchase fund instalment, or any other material default not satisfied within 30
days, with respect to any indebtedness of the reporting issuer or any of its
significant subsidiaries exceeding 5 per cent of the total assets of the reporting
issuer and its consolidated subsidiaries, identify the indebtedness. Indicate the
nature of the default. In the case of default in the payment of principal, interest, or
a sinking or purchase fund instalment, state the amount of the default and the total
arrears on the date of filing this report.

There was no default in the payment of any security in the period.

(b) If any material arrears in the payment of dividends have occurred or if there has
been any other material delinquency not satisfied within 30 days, give the title of
the class and state the amount and nature of the arrears or delinquency.

N/A




Submission of Matters to a Vote of Security Holders.
If any matter was submitted to a vote of security holders through the solicitation of proxies
or otherwise during the financial year covered by this report, furnish the following

information:

(a) The date of the meeting and whether it was an annual or special meeting.

N/A

(b) If the meeting involved the election of directors, the name of each director elected
at the meeting and the name of each other director whose term of office as a director
continued after the meeting.

(c) A brief description of each other matter voted upon at the meeting and a statement
of the number of votes cast for or against as well as the number of abstentions as
to each such matter, including a separate tabulation with respect to each nominee
for office.

N/A




(d) A description of the terms of any settlement between the registrant and any other
participant.

N/A

(e) Relevant details of any matter where a decision was taken otherwise than at a
meeting of such security holders.

N/A

Other Information.

The reporting issuer may, at its option, report under this item any information, not
previously reported in a Form ECSRC — MC report (used to report material changes), with
respect to which information is not otherwise called for by this form, provided that the
material change occurred within seven days of the due date of the Form ECSRC-OR report.
If disclosure of such information is made under this item, it need not be repeated in a Form
ECSRC — MC report which would otherwise be required to be filed with respect to such
information or in a subsequent Form ECSRC — OR report. :

N/A




