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INDEPENDENT AUDITORS' REPORT

To the Members of
National Integrity Action

Report on the Financial Statements

We have audited the financial statements of National Integrity Action set out on pages 3 to 16, which
comprise the statement of financial position as at 30 September 2013, and the statements of
comprehensive income, reserves and cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards and the Jamaican Companies Act. This
responsibility includes: designing, implementing and maintaining internal controls relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error; selecting and consistently applying appropriate accounting policies; and
making accounting estimates that are reasonable in the circumstances.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditors consider internal controls relevant to the
company’s preparation and fair presentation of the financial statements 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 company's internal controls. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.
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INDEPENDENT AUDITORS' REPORT (CONT’D)

To the Members of
National Integrity Action

Opinion

In our opinion, the financial statements give a true and fair view of the company’s financial position as
at 30 September 2013, and of its financial performance, reserves and cash flows for the year then
ended in accordance with International Financial Reporting Standards and comply with the provisions of
the Jamaican Companies Act.

Report on Additional Requirements of the Jamaican Companies Act

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

In our opinion, proper accounting records have been kept and the financial statements are in
agreement therewith, and give the information required by the Act, in the manner so required.

Lo~

Chartered Accountants

20 February 2014




INCOME

EXPENDITURE:

Awards and grants

NATIONAL INTEGRITY ACTION

STATEMENT OF COMPREHENSIVE INCOME

YEAR ENDED 30 SEPTEMBER 2013

Note

Salaries and statutory contributions

Audit fee

Advertising and promotion
Contract services
Documentary cost

Operations

Security expenses
Staff welfare

Telephone

Training and development
Travel and meeting
Depreciation

Bank charges

SURPLUS FROM OPERATIONS

Other income

SURPLUS FOR THE YEAR BEING, TOTAL
COMPREHENSIVE INCOME FOR THE YEAR 7
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2013 2012
2 2

162,278,079 190,683,013
14,412,141 10,634,780
32,333,604 22,956,403
600,000 600,000
73,656,805 102,267,291
5,481,624 1,997,695
20,761,314 24,350,330
1,992,506 897,116
334,281 454,611
29,158 46,029
304,497 141,777
9,037,478 10,734,700
2,811,519 9,390,921
435,695 510,086
7,051 15,873
162,197,673 184,997,612
80,406 5,685,401
278 11,462
— 80,684 —9,696,863



NATIONAL INTEGRITY ACTION

STATEMENT OF FINANCIAL POSITION
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30 SEPTEMBER 2013
Note 2013 2012
$ $
ASSETS
NON-CURRENT ASSET:
Property, plant and equipment 9 3,439,406 1,855,270
CURRENT ASSETS:
Receivables 10 320,000 -
Cash and cash equivalents 1" 19,854,200 25,266,774
20,174,200 25,266,774
23,613,606 27,122,044
RESERVES AND LIABILITIES
RESERVE:
Accumulated surplus 5,777,547 5,696,863
CURRENT LIABILITY:
Payables 12 17,836,059 21,425,181
23,613,606 27,122,044

Approved for issue by the Board of Directors on 20 February 2014 and signed on its behalf:

Y o H—

Professor Trevor Munroe - Director Professor Anthony Harriott - Director



Balance at 1 October 2011
Total comprehensive income
Balance at September 2012
Total comprehensive income

Balance at September 2013

NATIONAL INTEGRITY ACTION
STATEMENT OF RESERVES

YEAR ENDED 30 SEPTEMBER 2013

Accumulated

Surplus
$

5,696,863
5,696,863

80,684
3,777,547
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NATIONAL INTEGRITY ACTION

STATEMENT OF CASH FLOWS

YEAR ENDED 30 SEPTEMBER 2013

CASH FLOWS FROM OPERATING ACTIVITIES:
Surplus for the year
Adjustment for:
Depreciation

Operating cash flows before movements in working capital
Changes in operating assets and liabilities:
Receivables
Payables
Net cash (used in)/provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITY:
Purchase of property, plant and equipment

Net cash used in investing activity

NET (DECREASE)/INCREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalent at beginning of year

CASH AND CASH EQUIVALENTS AT END OF YEAR (Note 11)
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2013 2012
¢ b
80,684 5,696,863
435,695 510,086
516,379 6,206,949
( 320,000) -
(3,589,122) 21,425,181
(3.392,743) 27,632,130
(2,019,831)  (2,365,356)
(2,019,831)  (2,365,356)
(5,412,574) 25,266,774
25,266,774 -
19,854,200 25,266,774
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NATIONAL INTEGRITY ACTION

NOTES TO THE FINANCIAL STATEMENTS

30 SEPTEMBER 2013

STATUS AND PRINCIPAL ACTIVITY:

The company was incorporated under the Companies Act of Jamaica on 14 March 2011 and is
limited by guarantee. It commenced operations on 1 October 2011. The company obtained
permission from the Ministry of Industry, Investment and Commerce on 3 May 2013 to operate with
limited liability without the addition of the word “Limited” to its name.

By special resolution of the company and with the approval of the Registrar, the company
subsequently changed its name on 16 August 2013 from National Integrity Action Limited to
National Integrity Action.

The company undertakes to promote transparency and to combat corruption and build integrity
within the society.

REPORTING CURRENCY:

These financial statements are presented using the Jamaican dollars which is considered the
currency of the primary economic environment in which the company operates (“the functional
currency”).

SIGNIFICANT ACCOUNTING POLICIES:

The principal accounting policies applied in the preparation of these financial statements are set
out below. The policies have been consistently applied to all the year presented.

(a) Basis of preparation -

These financial statements have been prepared in accordance with International
Financial Reporting Standards (IFRS) and their interpretations adopted by the
International Accounting Standards Board, and have been prepared under the historical
cost convention. They are also prepared in accordance with provisions of the Jamaican
Companies Act.

The preparation of financial statements to conform to IFRS requires management to
make estimates and assumptions that affect the reported amounts of assets and
liabilities, contingent assets and contingent liabilities at the date of the statement of
financial position and the income and expenses during the reporting period. Actual
results could differ from those estimates. The estimates and underlying assumptions are
reviewed on an ongoing basis and any adjustments that may be necessary would be
reflected in the year in which actual results are known. The areas involving a higher
degree of judgment in complexity or areas where assumptions or estimates are
significant to the financial statements are described below:

(i) Expected useful life and residual value of property, plant and equipment
The expected useful life and residual value of an asset are reviewed at least at

each financial year end. Useful life of an asset is defined in terms of the
asset’s expected utility to the company.
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NATIOANL INTEGRITY ACTION

NOTES TO THE FINANCIAL STATEMENTS

30 SEPTEMBER 2013

3. SIGNIFICANT ACCOUNTING POLICIES (CONT’D):
(@) Basis of preparation (cont’d) -
(i) Fair value of financial assets

The management uses its judgment in selecting appropriate valuation
techniques to determine fair values of financial assets adopting valuation
techniques commonly used by market practitioners supported by appropriate
assumptions.

Standards, Interpretations and amendments to published standards effective in the
reporting period

During the reporting period, the following standards, amendments and interpretations
became effective. Those considered relevant to the company are as follows:

IAS 1 (Revised) Presentation of Financial Statements - Amendments to revise the way
other comprehensive income is presented (effective for annual periods beginning on or
after 1 July 2012).

The adoption of these standards and interpretations did not have a material impact on
the financial statements.

Standards, interpretations and amendments to published standards that are not yet
effective

At the date of authorization of these financial statements, there were certain new
standards, amendments and interpretations to existing standards which were in issue but
which were not yet effective. Those which are considered relevant to the company are as
follows:

IAS 32 (Amended), Financial Instruments - amendments to application guidance on the
off-setting of financial assets and financial liabilities (effective for annual reporting
periods beginning on or after 1 January 2014).

IFRS 9 Financial Instruments, (effective for annual reporting periods beginning on or
after 1 January 2015). The standard retains but simplifies the mixed measurement
model and establishes two primary measurement categories for financial assets:
amortised cost and fair value. The revised standard now includes guidance on
classification and measurement of financial liabilities designated as fair value through
profit or loss and incorporates certain existing requirements of IAS 39 Financial
Instruments: Recognition and Measurement on the recognition and de-recognition of
financial assets and financial liabilities.
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NATIONAL INTEGRITY ACTION

NOTES TO THE FINANCIAL STATEMENTS

30 SEPTEMBER 2013

3. SIGNIFICANT ACCOUNTING POLICIES (CONT’D):

(a)

(b)

()

Basis of preparation (cont’d) -

Standards, interpretations and amendments to published standards that are not yet
effective (cont’d).

IFRS 13, Fair Value Measurement - replaces the fair value measurement guidance
contained in individual IFRSs with a single source of fair value measurement guidance. It
defines fair value, establishes a framework for measuring fair value and sets out
disclosure requirements for fair value measurements (effective for annual periods
beginning on or after 1 January 2013).

The directors anticipate that the adoption of the standards, amendments and
interpretations, which are relevant in future periods, is unlikely to have any material
impact on the financial statements.

Foreign currency translation -

Transactions in foreign currencies are converted at the exchange rates prevailing at the
dates of the transactions. At the end of the reporting period, monetary assets and
liabilities denominated in foreign currency are translated using the exchange rate ruling
at that date. Exchange differences arising from the settlement of transactions at rates
different from those at the dates of the transactions and unrealized foreign exchange
differences on unsettled foreign currency monetary assets and liabilities are recognized
in the statement of comprehensive income.

Exchange differences on non-monetary financial assets are a component of the change
in their fair value. Depending on the classification of a non-monetary financial asset,
exchange differences are either recognized in the statement of comprehensive income
(applicable for financial assets fair valued through profit or loss), or within other
comprehensive income if the non-monetary financial assets are equity instruments
which are designated as fair valued through other comprehensive income.

Property, plant and equipment -

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

Depreciation is calculated on the straight-line method to write off the cost of each asset
to their residual values over their estimated useful lives. Annual rates are as follows:-

Leasehold improvement 2.5%
Furniture, fixtures and equipment 10%
Computer equipment 25%
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NATIONAL INTEGRITY ACTION

NOTES TO THE FINANCIAL STATEMENTS

30 SEPTEMBER 2013

SIGNIFICANT ACCOUNTING POLICIES (CONT’D):

(d)

(e)

Impairment -

The carrying amount of the company’s tangible assets is reviewed at the end of each
reporting period to determine whether there is any indication of impairment. If any such
indication exists, the asset’s recoverable amount is estimated in order to determine the
extent of the impairment loss, if any. An impairment loss is recognised whenever the
carrying amount of an asset or its cash-generating unit exceeds its recoverable amount.
Impairment losses are recognized in the statement of comprehensive income.

Financial instruments -

A financial instrument is any contract that gives rises to both a financial asset for one
entity and a financial liability or equity of another entity.

Financial assets

The company classifies its financial assets in the category of loans and receivables. The
classification depends on the purpose for which the financial assets were acquired.
Management determines the classification of its financial assets at initial recognition
and re-evaluates this designation at every reporting date.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They arise principally through the
provision of goods and services to customers (e.g. trade receivables), but also
incorporate other types of contractual monetary assets. They are initially recognized at
fair value plus transaction costs that are directly attributable to their acquisition or
issue, and are subsequently carried at amortized cost using the effective interest rate
method, less provision for impairment.

The company’s loans and receivables comprise other receivables and cash and cash
equivalents in the statement of financial position.

Financial liabilities

The company's financial liabilities are initially measured at fair value, and are
subsequently measured at amortized cost using the effective interest method. These
liabilities are classified as payables, bank overdraft, amounts due to related parties
and long term loans and are included in current and non-current liabilities on the
statement of financial position.
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NATIONAL INTEGRITY ACTION

NOTES TO THE FINANCIAL STATEMENTS

30 SEPTEMBER 2013

3. SIGNIFICANT ACCOUNTING POLICIES (CONT’D):

(f)

(8)

Revenue recognition -
Revenue is recognized in the statement of comprehensive income on an accrual basis.

Interest income is recognized in the statement of comprehensive income for all
interest bearing instruments on an accrual basis unless collectability is doubtful.

Cash and cash equivalents -

Cash and cash equivalents are carried in the statement of financial position at cost. For
the purposes of the cash flow statement, cash and cash equivalents comprise cash at
bank and in hand.
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NATIONAL INTEGRITY ACTION

NOTES TO THE FINANCIAL STATEMENTS

30 SEPTEMBER 2013

FINANCIAL AND CAPITAL RISK MANAGEMENT:

(@)

Financial risk factors -

The company’s activities expose it to a variety of financial risks: market risk (including
currency risk and price risk), credit risk, liquidity risk, interest rate risk and
operational risk. The company's overall risk management policies are established to
identify and analyze the risks faced by the company and to set appropriate risk limits
and controls and to monitor risk and adherence to limits. The risk management
framework is based on guidelines set by the Board of Directors together with
management and seeks to minimize potential adverse effects on the company's
financial performance.

(i)

(ii)

(iif)

Market risk
Price risk

Price risk is the risk that the value of a financial instrument will fluctuate as a
result of changes in market prices. The company manages its exposure by
maintaining only short term investments.

Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate
because of changes in foreign exchange rates. The company manages its
foreign exchange risk by holding foreign currency balances. The company had
no currency risk at year end.

Interest rate risk

Interest rate risk is the risk that the value of a financial instrument will
fluctuate due to changes in market interest rates. As the company has no
significant interest bearing assets or liabilities, the company's income and
operating cash flows are substantially independent of changes in market
interest rates. The company had no significant interest rate risk at year end.

Liquidity risk

Liquidity risk is the risk that an enterprise will encounter difficulty in raising
funds to meet commitments associated with financial instruments. The
company manages this risk by maintaining strict cash flow management to
safeguard the company’s ability to continue as a going concern.
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NATIONAL INTEGRITY ACTION

NOTES TO THE FINANCIAL STATEMENTS

30 SEPTEMBER 2013
4. FINANCIAL AND CAPITAL RISK MANAGEMENT (CONT’D):
(a) Financial risk factors (cont’d) -
(iv) Operational risk
Operational risk is the risk of direct or indirect loss arising from a variety of
Causes associated with the company’s processes, personnel, technology and
external factors, other than financial risks, such as generally accepted
standards of corporate behaviour. The company manages operational risk so as
to avoid financial loss and damage to its reputation.

(b) Fair value estimation -

Fair value is the amount for which an asset could be exchanged, or a liability settled,
between knowledgeable, willing parties in an arm’s length transaction.

The fair value of financial instruments traded in an active market is based on quoted
market prices at the statement of financial position date.

The fair value of financial instruments that are not traded in an active market is
determined by using valuation techniques.

The amounts included in the financial statements for cash and cash equivalents and
payables, reflect their approximate fair value because of the short term maturity of
these instruments.

5. INCOME:

This represents contributions and grants from donors, as follows:

2013 2012
3 $
Individual contribution 260,000 4,000
Corporate contribution - 750,000
Grant - United States Agency for International
Development 65,596,829 38,850,000
Grant - Department for International Development 96,421,250 151,079,013

162,278,079 190,683,013
6. OTHER INCOME:

N

013 2012
S

Interest 278 11,462



NATIONAL INTEGRITY ACTION

NOTES TO THE FINANCIAL STATEMENTS

30 SEPTEMBER 2013

SURPLUS FOR THE YEAR:

Surplus for the year is stated after charging -
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2013 2012
$ ]

Directors’ emoluments:
Fee - 280,000
Management remuneration 8,946,729 8,835,000
Auditors’ remuneration 600,000 600,000
Staff costs (note 14) 32,362,762 23,002,432
Depreciation 435,695 510,086

TAXATION:

By order of the Ministry of Finance and Planning the company was declared an approved
charitable organization and is exempt from income tax under Section 12(h) of the Income Tax

Act.

PROPERTY, PLANT AND EQUIPMENT:

Office
Leasehold Furniture
Improvement & Equipment Computer Total
S $ $ $
At cost -
1 October 2012 207,155 1,577,460 580,741 2,365,356
Additions 1,069,999 876,298 73,534 2,019,831
1,277,154 2,453,758 654,275 4,385,187
Depreciation -
1 October 2012 207,155 157,746 145,185 510,086
Charge for the year 26,750 245,376 163,569 435,695
233,905 403,122 308,754 945,781
Book Value -
30 September 2013 1,043,249 2,050,636 345,521 3,439,406
30 September 2012 1,419,714 435,556 1,855,270
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NATIONAL INTEGRITY ACTION

NOTES TO THE FINANCIAL STATEMENTS

30 SEPTEMBER 2013

RECEIVABLES:
2013 2012
S 3
Rental deposit 320,000 s
CASH AND CASH EQUIVALENTS:
2013 2012
S 3
Cash at bank and in hand 19,854,200 25,266,774

Interest rate exposure

The weighted average effective interest rates at the year end were as follow:

2013 2012
Cash at bank 0.36% 0.36%
PAYABLES:
2013 2012
$ $
Accounts payable 16,757,744 16,313,385
Deferred revenue - USAID - 4,450,000
Other payable 1,078,315 661,796
17,836,059 21,425,181
RELATED PARTY TRANSACTIONS:
The following transactions were carried out with related parties.
2013 2012
$ $
(a) Directors’ remuneration:
Directors’ fees - current year - 280,000
prior year over provision (___80,000) =

(b) Key management compensation:

Salaries and other benefits 18,625,333 13,784,667
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NATIONAL INTEGRITY ACTION
NOTES TO THE FINANCIAL STATEMENTS

30 SEPTEMBER 2013

STAFF COSTS:
2013 2012
$ $
Salaries and wages 23,254,246 16,673,661
Statutory contribution 9,079,358 6,282,742
Staff welfare 29,158 46,029
32,362,762 23,002,432

The company employed 7 persons at the end of the year (2012 - 8).
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