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1 Introduction and background

On Aprii 14, 2011 the Supreme Court of Barbados (the “Court”) appointed Deloitte Consuiting Ltd. as
Judicial Manager (“Judiciai Manager”) of CLICO intemationai Life insurance Ltd. (“the Company” or “CiL")
pursuant to section 57 of the insurance Act of Barbados. Following this appointment, the Judicial
Manager identified issues requiring forensic investigation and appiied to the Court in July 2011,
recommending that a forensic audit be undertaken to determine the origination and composition of CiL's
intercompany baiances and to identify reiated party transactions.

in September 2011, the Court approved the Judiciai Manager's Appiication for a forensic audit of CiL to
address these issues; the forensic audit was to be undertaken by the Forensic & Dispute Services team
of Deioitte LLP in Canada (“Deioitte Canada®)'. Our first report summarized the resuits of the investigation
as of December §, 2011 and recommended that additional investigative work be undertaken to, in
summary:

¢ Gather further information and documents related to intercompany baiances, inciuding certain historical
baiances for which no breakdown had been provided by CiL,;

» Trace funds provided by CiL to other companies in the CLICO group;
» Compiete the investigation of related party transactions;

e Analyze and review select electronic evidence, including a focused review of availabie emali records, as
these relate to transactions of Interest; and

» Conduct interviews with representatives of CIL, Clico Holdings Barbados Ltd ("CHBL") or their reiated
companies or third parties, as required.

By Order dated November 5, 2012 the Court approved the continuation of the forensic audit and the
further scope of work outiined in the Affidavit of the Judicial Manager dated October 18, 2012. Paragraph
15 of the Affidavit outiined the intended scope of work and noted that the further investigative work was to
be ilmited and undertaken selectively. Copies of the Affidavit and the Order are attached as Appendix 1.

Restrictions on Use

This report and any reiated analyses, schedules or other materials produced or provided by Deioitte
Canada have been prepared solely to assist the Judiciai Manager and are not intended for clrculation or
pubilcation to, or use by, any other party. Neither this report nor the Information it contains are to be
reproduced, in whole or in part, or used for any other purpose without our prior written permission in each
speclfic instance. We do not assume any responsibiiity or liabiiity for losses occasioned to any party as a
resuit of the unauthorized circuiation, publication, reproduction or use of this report or the information it
contains contrary to the provisions of this paragraph.

We understand that a copy of this report wili be provided to the Financial Services Commission of
Barbados by the Judicial Manager.

The procedures performed by Deioitte Canada in connection with this matter do not constitute & financiai
audit and we do not express an audit opinion on any of the information noted in this report.

This report is based on the information in our possession or provided to our firm by CiL, CHBL and their
respective subsidiaries, current and former employees and others as at June 21, 2013. We reserve the
right, but will be under no obiigation, to update our findings for any new information that may become
known to us after the date of this report.

' Any rafarences In this report ta “we", “our” or "us” refer to Dalaltta Canada.

© Deloitte LLP and affiliated entities, 1




2 Executive summary

Our interim report as of December 5, 2011 noted that we were unable to secure aii relevant documents to
compiete the analysis of CiL's intercompany balances. We recommended that further work be compieted
to secure documents, further analyze these balances and trace funds to confirm the uses to which they
were put. in addition, we recommended that the investigation of related party transactions be compieted.

This report sets out our additional findings reiated to these areas of investigation.

Intercompany balances

With respect to intercompany balances, we seiected 119 transactions with a totai vaiue of aver $300mm
for further review and analysis, inciuding funds tracing, and obtained and reviewed further documentation.
While we did not find ali of the documentation required to further analyze ail of these transactions, for
those transactions with supporting documents and/or for which we compieted funds tracing we did not
identify any Issues.

Qur anaiysis inciuded a review of CiL's balance receivabie from CL Financiai, which amounted to some
$11.5mm?, a balance that was written off effective December 31, 2008 on account of the financial
difficulties encountered by CL Financia! in Trinidad and Tobago. We found documents, including
correspondence from Mr. Lawrence Duprey, confirming that $3.5mm of that baiance receivabie related to
a loan in the name of Mr. Duprey, which was repald on his behaif by CIL.

As part of our anaiysis, we aiso obtained additionai information reiating to the payment we previousiy
identified of $3.333mm apparently paid by CIL to the iaw firm of Thompson and Assoclates in January
2009, In summary, we found that:

= The Thompson and Associates invoice, purportediy for legai fees and retainers and used to make the
payment by CiL was faise. It was not an Invoice issued by that iaw firm and was created soiely to
facliltate the payment and conceai its true nature, which was partial payment of a substantial gratuity to
the benefit of Mr. Leroy Parris, the former Chairman of CIL and CHBL;

« The timing of both the creation of the invoice on December 30, 2008 and the related cheque payment
on January 186, 2000 corresponded with growing concems regarding the financial status of CL Financiai
and reiated companies In Trinidad and Tobago, which culminated in the Central Bank of Trinidad and
Tobago announcing on January 30, 2008 that it was providing financial support to the CL Financlal
group. In particular, we found that the submission of the invoice for processing and payment occurred
after meetings belween the Central Bank of Trinidad and Tobago and representatives of CL Financial
regarding financlal support.

Related Party Transactions
We Identified a considerabie number of reiated party transactions over and above the transactions that
were deciared to Us in response to requests we made of CIL and its subsidiaries.

We noted a substantiai payment of commissions to a company controlied by Mr. Parris on May 8, 2008,
shortly before the appointment of the Oversight Committee under the terms of the Memorandum of
Understanding (“MOU") between the Govemment of Barbados and CHBL dated May 12, 2009. Under the
MOU, the Oversight Committee was to oversee the financial affalrs of CHBL and Its reguiated
subsidiaries and CHBL agreed that its reguiated subsidlaries (inciuding CiL) wouid not make bonus or ex
gratia payments to Directors, management or other senior officiais whiie the MOU was in force.

We found that certain CiL executives and advisors paid iess than third parties when they acquired real
estate from deveiopment companies in the CiL group.3

2 All amounts stated In this report are in Barbados dollars, unlass otherwise stated.
© Deloitte LLP and affiliated entities. 2



3 Scope of work

The Affidavit of the Judiciai Manager dated October 19, 2012 recommended the scope of our further
forensic investigation be iimited to:

» Further documentation and anaiysls of Intercompany loan transactions noted in the December 5, 2011
forensic report, inciuding tracing of ioan proceeds provided by CiL, to confirm the uitimate uses of those
funds;

s An examination of related party transactions and review of reievant documentation such as Board
minutes and cther documents to determine the approvai and disciosure of these transactions and the
vaiue at which they were conciuded,

¢ Interviews of members of the Boards of CiL, CHBL or reiated companies and the management of CIL to
obtain further reievant information regarding related party transactions, if such interviews could be
arranged.

Coples of the Affidavit of the Judiciai Manager dated October 18, 2012 and the Order of the Court dated
November 5, 2012 are attached at Appendix 1.

Accordingiy this report does not refiect a forensic audit of all aspects of CilL's operations or ali of its
transactions. The scope of this work was iimited; specifically, to further confirm certaln intercompany
assets and to investigate related party transactions, with a view to possibie recovery by CIL or the Judiclai
Manager to the benefit of ClL's creditors, if any, within the fee scale for this work as approved by the
Court.

information Examined

in completing the work referred to in this report, we examined documents and other information provided
to us by representatives of CiL, CHBL and their respective subsidiaries. These documents were similar in
nature to those iisted in our report dated December §, 2011. in addition, we also examined certain
witness statements and exhibits publicaily avaiiabie as a resuit of the Commission of Enquiry into the
faliure of CL Financlal et al in Trinldad and Tobago, to abtain relevant information regarding the financial
difficuities encountered by CL Financial Ltd., In iate 2008 and early 2009.

We obtained and reviewed the foilowing documentation:

» Minutes of the Meetings of the Board of Directors of CiL and CHBL,

= General ledger and vendor history detalls provided by CHBL and the Judiciai Manager for transactions
examined;

» Payment voucher documents, invoices, correspondence and receipts reiating to transactions examined;
» Certain bank statements, cancelied cheques and depaosit siip books for transactions examined:

» Correspondence files for certain vendors Inciuding Clico Property Deveiopment inc. (*CPDI"), Ciermont
Development Inc. (“CDI"), Cilco intemational General insurance (“CiG"), Clico Mortgage Finance
Corporation (“CMFC"), Cotton Park Corporation, Todds Estates Ltd, Thompson and Associates as well
as corporate and project foiders;

= Certain real estate deveiopment files maintained by CPDi for the Crystai Heights, Lemon Arbour and
Lem-Green deveiopments;

= Scheduie of unit hoiders for Crystai Court;

» Corporate Registrations, Barbados iand registration documents and other pubiic records, as required.
» Scheduie of Executive Fiexibie Premium Annulties (“EFPAs") provided by the Judiciai Manager,

= Certain EFPA documents stored In the AS400 system and obtalned by the Judicial Manager.

© Deloitte LLP and affiliated entitics. 3
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As noted more specifically in Section 4.1 below, which reiates to our further anaiysis of intercampany
balances, we encountered some issues in securing all required documentation from Cil., CHBL or their
subsidlary companies.

Electronic Evidence Reviewed

As part of our work conducted in 2011, we had asked that the Judicial Manager secure certain CiL emaii
backup records to suppiement other evidence found In the course of our work. As part of our further
investigation, we forensicaiiy extracted email data from the backup records secured and perfarmed
keyword and judgmental searches on data reiating to the foliowing custodians:

» Terrence Thomhili, current President and CEO of CHBL.

 Cheryl Haynes, former Vice-President of Finance for CiL.

= Denise Mongerie-Rogers, former director of CIG and Chairman's Assistant, VP Pubiic Relations &
Advertising, CHBL.

» Laureene Kirby, Branch Administration Manager, CiL St. Vincent.

» Geoffrey Brewster, former President of CiL.

= David Ciarke, Vice-President Sales, CIL.

= Shaunita Jordan, former Chief Legal Officer, CHBL.

« Trudy White, former Financial Analyst, CHBL.

« Sam Benjamin, Agency Manager and Branch Manager, CIL Antigua.
= Jacqueline Lynch, Executive Assistant.

= Jill Wason, Executive Assistant.

We found a limited number of emaiis reiating to Mr. Parris In this data; we understand that the maiibox
account relating to Mr. Parris was not retained in the emaii backup records we secured as the records
previously containing that data had already been recycled in accordance with the company's normal
record management process.

Meetings and interviews

in the course of our work we had numerous meetings with employees of CIL, CHBL and select
subsidiaries and associated companies to gather further information relating to transactions of interest.
We attended at the premises of certain group companies to secure additional relevant documents.

We formally Interviewed the following individuals to discuss certain aspects of our investigative findings
and to obtaln further information:

» Terrence Thornhill;
» Shaunita Jordan;

« Wiiilam Layne (former Chair of the Oversight Committee (2008/2010) and former Permanent Secretary
In the Ministry of Finance); and

» Trudy White.

We also exchanged correspondence with Ms. Gale Prescod of De Novo Legal, to gather more
information. We understand that De Novo Legal is the successor firm to Thompson and Assaclates. We
made severai attempts to contact Ms. Cheryi Haynes, former Vice-President of Finance for CiL, but she
was unresponsive to our requests. Consequentiy, we do not have the benefit of her knowledge of the
findings noted in this report, in particular any additionai information she may have been abie to provide
relating to the cheque provided to Thompson and Associates, which she co-signed with Mr. Thomhiii,

© Deloiite LLP and affiliated entities.



4 Detailed findings

4.1 Intercompany Balances

Our report as of December 5, 2011 recommended that further documentation, such as third party
documents, be obtained for certain signlficant intercompany transactions and funds tracing be conducted
to determine the uitimate uses of the funds.’

As part of our further review we selected 1189 transactions from CiL's intercompany accounts with a total
vaiue of over $300mm for further analysis and funds tracing. The transactions were seiected based on
Initiai documentation we reviewed, descriptions inciuded in the company's accounting records, and the
doiiar vaiue of the transactions.

A summary of the totai vaiue of transactions selected by entity is inciuded in the table below:

Entity # of Transactions  Total Debits {SM}‘ Total Credits Gross Total (SM)
($M)
CHBL 38 70.8 84.4 135.0
CLICQO Financial Complex 2 - 0.9 0.8
Cotton Park Corparation 4 251 0.1 25.2
Grant Hotels Inc. 5 2.9 - 2.9
Rayside Barbados 6 326 - 328
Rayside Trinidad 13 377 4.4 421
“Short-term investmeants® 43 28,3 28.0 54.3
Southdown Enterprises Inc. 4 14 0.1 1.5
Todds Estates 5 0.6 1.0 16
Wakefleld Plantation 1 4.5 - 45
Total 118 203.8 98.9 3o00.7

We attended at CIL and conducted a search of CilL's head office, Inciuding the vault and warehouse
iocations, to identify and recover reievant documentation. In addition, we attended on site at Rayside
Construction (Barbados)* and CLICO Praperty Development inc. (*“CPDI")* to review further documents
and obtained additionai information from Todds Estaies.

Generally, the historic documentation at CiL was not weii organiied and as such it was difficuit to find
compiete sets of banking records or other supporting documents. For exampie, no banking records were
found in reiation to CHBL prior to 2008.

Tao trace funds for the transactions selected, we reviewed avaiiable bank statements, cheque copies, and
documentation to determine the subsequent use of funds provided by CIL (where appropriate). Where no
third party support was identified, we considered avaliabie intemai documentation to assist us in
determining the nature of the transaction and the flow of funds.

3 Refer to the Deloitte report dated Decsmber 5, 2011 for additional datails.
4 Deloitte obtained supporting documentation In relation to Rayside Barbados, Trinidad and Grenada.
3 Deloitte obtained aupporting documantation In relation to CPDI, Cottan Park Corparation, and Clarmant Develapmaents Inc.
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A summary of our findings is presented in the table beiow:

Description ! # of Transactions Total Debits (SM} Total Credits ($M)
Payee identified6 45 86.5 10.8 874
Infarmation to suggest 22 38.0 ai 411
payee?7
Payee unknown8 23 84.2 80.9 125.1
No support8 28 15.1 220 LY
Total 118 203.8 6.9 300.7

in generai, we noted that payments reiated to intercompany balances were either;

= Paid directly by CiL to a third party on behaif of another graup entity; or
« Paid by CiL to another group entity as an intercompany loan; or

= Paid by one group entity to another; where the transaction was recorded In CilL's generai iedger and
recorded as offsetting balances due to or from related companies.

Assets Funded by CIL

Consistent with the findings in our report of December 5, 2011, our further review identified more
instances where CilL funded the acquisition of assets by other group companies. For exampie, inciuded in
the 118 transactions seiected for further review was an amount totailing $15mm paid by CiL to Thompson
and Assoclates on July 22, 2008, which related to a purchase of lands known as the Smail Ridge
deveiopment. We note that the $15mm paid by CiL was paid on behaif of CHBL and was recorded by CilL
in December 2008 as an amount receivabie from CHBL. The lands in question were originally conveyed
on July 24, 2008 by D.C.L. Inc., to Smali Ridge Deveiopment Inc, for consideration of $10.32mm.

We reviewed an agreement between CiL and Coxfam Investments Inc. dated July 31, 2008, as weil as an
agreement between CHBL and Coxfam Investments inc. alsoc dated July 31, 2008. Both agreements
referenced the intention of the parties to form a company, Smaii Ridge Deveiopment Inc., for the
purposes of developing the iands known as the Smali Ridge development by subdivision of the iand and
the sale of iots for residentiai purposes. The directors of Smail Ridge Development Inc. inciude, among
cthers, Mr. Thornhill, Mr. Parris, Mr. Anthony Eiiis and Ms. Denise Angela Mongerie-Rogers.

Mr. Thomhlil has advised us that if the jand remained zoned for agricuitural use the vaiue was
approximately $30,000 per acre, with a much higher value if approval for re-zoning for residential use was
secured. As of the date of this report, Small Ridge Deveiopment inc. had not yet obtalhed formal approval
to have the iand use re-zoned from agricuitural to residentiai.

We note that the Smali Ridge share certificate shows that CHBL owns 15,000,000 common shares In
Smali Ridge Deveiopment inc. Mr. Thomhili agreed that CiL funded the purchase of Smalil Ridge and
confirmed that CHBL owns the shares. He added that the intention was that the proceeds from the
development wouid flow back to CiL, Rayside wouid provide infrastructure and CPDi wouid buiid the
houses for the development.

¢ Payment traced to cheque copy or bank statement,

7 Decumentation was cbtalned to suggest payee; however, no chague copy or bank statement was sean to confirm.

' Documentation was obtained to support the payment; however, payee was not clear.

! Of the transactions whera no support was |dentifiad, 23 transactions relate to “short-term Investments®, 8 of which appearto ba
accounting adjustments, Of the transactions whare no support was [dentified, 13 transactions related to the period prior to 2008.
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Within the 118 transactions reviewed and where we couid determine the payee, we identified the
foliowing:

CIL Receivable : | Transaction of Date Receivable Cheque Date of ‘Description

Interest ‘ Recorded CIL funding

HEL $15,000,000 Decamber 21, 2008  July 22, 200810 Shares In Small Ridge
Developmeant Inc.

CHBL $16,235,00011 September 28, 2005  September 22, 2005 Sam Lord's Castle (owned by
Grant Hotefs Inc.)

CHBL $3,300,000 July 31, 2005 April 26, 2005 Sam Lord's Castle (ownad by
Grant Hotels Inc.)

CHBL $1,830,000 August 25, 2005 August 25, 2005 Sam Lord's Castle {owned by
Grant Hotels Inc.)

CHBL $318,068 Navember 2, 2006 August 31, 2006 Villa Nova (ownad by OCILC
Investments Inc.)

CHBL $1,700,000 December 8, 2005 Dacember 8, 2005 Villa Nova (ownad by QCILC
Investments Inc.)

Rayside Construction  $6,533,333 May 6, 2008 May 6, 2008 25% Shares in Rayside

Lid Caonstruction Ltd.

CHBL $1,600,000 November 21,2005 November 21, 2005  25% Shares in Rayside
Canstruction Ltd,

Southdown $1,230,463 July 10, 2008 July 10, 2006 Property at Worthing, Christ

Enterprises Inc. . Church; Rendezvous
Supermarket

In addition to the above, we obtained and reviewed limited supporting documentation reiating to other
transactions we examined, which is suggestive of other assets held by subsidiaries of CIL. One example
reiates to amounts due from Cotton Park Corporation to CIL for $24,886,558, which appear to be in
relation to ioans for the cost of the CiL/CHBL office bullding according to internai documentation and
accounting records.

Other items examined were in respect of a combination of expensas and aiso other funds possibly used
to purchase assets, which have not been included In the tabie above.

Overali, the additional supporting documentation we obtained and reviewed reiating to intercompany
balances agreed to the descriptions in the accounting records and previous documentation obtained by
Delcltte and no discrepancies were noted.

Payment to Thompson and Assoclates

Our report dated December 5, 2011 noted that our analysis of CIL Intercompany balances revealed a
January 16, 2008 payment to Thompson and Associates for $3.333mm, made by CIL on behalf of CHBL.
The payment was supported by an invoice purportedly from Thompson and Associates dated December
30, 2008. Other documents we reviewed showed that this payment was apparentiy made pursuant to a
ietter agreement dated December 5, 2002, which we have been unabie to locate, and & May 15, 2005
agreement between CHBL, CL Financlal Limited and Professional Financial Services inc. ("PFS"), a
company apparently owned and or controlled by Mr. Leroy Parris, the former Chalrman and CEO of CiL
and CHBL.

As of the date of our 2011 report, we found that payment was in the nature of a gratuity pursuant to the
above noted agreements and was not in respect of the “Fees and Expenses” described on the Thompson
and Associates Invoice,

Our 2011 report noted that three of the four items described in the Invoices were recorded by CiL as
belng recelvabie from CHBL, which originaiiy recorded them as expenses categorized as “Frofessional

¥ paymant was made by CIL via two chaques dated July 22, 2008; one for $8,000,000 and the second far $7,000,000,
! subsaquent to tha purchase of Sam Lord's castle, thera was a fire resulting in damage to the property. The $16,235,000 Included
in the 119 transactions reviewed relates to the ariginal purchase of Sam Lord's castle prior to the fire.

© Deloitte LLP and affilinted entities. 7



Fees — Legal” referencing “Thompson” and other information on the involce. Effectlve January 30, 2009
CHBL changed the accounting treatment to charge these Items to “Professional fees — management” with
the annotation “Parris gratuity part payment”. We understand that the fourth item on the invoice in the
amount $237,000 was expensed as iegal fees by CIL.

We conducted further investigations into the circumstances giving rise to the invoice, the payment and the
resulting benefit to Mr. Parris as part of our further work.

The Invoice

The December 30, 2008 Invoice was addressed to CHBL and refers to “Fess and Expenses” relating to
four different matters being an action invoiving Marriott Corporation, an unidentified intemationai
arhitration, iitigation between Abarco Limited and Grant Hoteis Limited and iegai fees for construction and
financing agreements between CHBL and the University of the West Indies. The invoice was signed as
approved by Mr. Leroy Panis as Chairman of CHBL,; the date of his approval is not noted on the invoice.
A copy of the approved invoice Is attached as Appendix 2.

Certaln amounts noted on the Involce appear unusualily iarge, such as the US$900,000 retainer in respect
of the Marriott matter.

In generai, the invoice did not Identify the specific counsel with responsibility for the matters noted, except
with respect to one matter, which was described as "Refainers for watching brief for Maurice King Q.C.
and Junior Counsel in the malters Abarco Limited vs. Grant Hotels Limited”. Mr. Maurice King Q.C, was
also referred to in the header of the involce as a “Consuitant”. At our request, Counsei for the Judiciai
Manager wrote to Mr. King on January 17, 2013 seeking any further information he might be able to
provide relating to this document. Mr. King repiied by letter dated January 18, 2013 stating (in summary):

e He did not represent CHBL or its associated companies in the Abarco matter;

= He did not recelve a retainer or any fee from CHBL or its associated companies in reiation to the
Abarco matter;

» He did not have any information regarding fees, retainers or other payments that Junlor Counsel may
(or may not) have received;

= He was not involved In either the preparation or settlement of the invoice; and
= in summary, he did not receive the $250,000 fee referred to on the invoice.

At our request, Counsel for the Judicial Manager aiso wrate to the law firm, De Novo Legai on January
11, 2013 seeking information relating to the Thompson and Associates invaice. We understand that De
Novo Legal is the successor firm to Thompson and Assoclates. in its responding letter of January 28,
2013, Ms. Gaie B. Prescod of De Novo Legal noted that:

« The copy of the invalce provided by Counsel to the Judicial Manager was not consistent with the involce
format used by Thompson and Assoclates in December 2008 or otherwise (redacted coples of four
Thompson and Associates involces marked ‘proforma” and “tax” and dated in iate 2008 and early 2009
enclosed with Ms. Prescod's letter appear to confirm this); .

» The involce number, 20067, was not an invoice number that was generated In the accounting program
used by Thompson and Assoclates in December 2008;

s All invoices and ietters issued by Thompson and Associates always bore the signature of the iawyer
having conduct of the matter, or of an authorized persaon from the firm's accounts department, the
address of the firm and aii contagt information;

» De Novo Legal was unable to iocate the file number "CL 7" referenced on the Invoice in either the
physicai or electronlc filing systems of Thompson and Assoclates;

= De Novo Legai was unabie to expiain why the Invoice had no VAT number; and
» De Novo Legal confirmed It had no knowiedge of the fees or retainers referenced on the Invoice.

© Deloitte LLP and affilinted entities, ! 8



Elactronic Evidence

As noted above, we secured and examined emaii data obtained rzlating to certain current and former
employees of CiL, including 8r. Terrence Thomhiil. The emaii data shows that Thompson and Associates
involce #20067 was emailed to Mr. Thomhili by “David Thompson” at 11.42am on December 30, 2008
using an emaii address thompy@caribsurf.com. intemet research and emaii data we reviewed show this
to be an emali address used by the iate Mr. Thompson, formerly a partner of Thompson and Associates
and, at that time, the Prime Minister of Barbados. There was no accompanying message to Mr. Thomhiil
in the emali enclosing the involce, such as a note expiaining why the involce was being submitted or the
nature of the significant charges it referred to. This suggests that matters reiated to the invoice had
aiready been discussed.

We note that the metadata associated with the electronic copy of the invoice enciosed with the emall to
Mr. Thomhiii confirms that the invoice was created on December 30, 2008.

At the time the email was sent, Mr. Thompson was Prime Minister of Barbados, having been elected to
office In January 2008. A filing made with the Barbados Corporate Affairs and inteiflectuai Property Office
reiating to Thompson and Associates noted that Mr. Thompson was "no longer the owner of the
business/firm" as of May 22, 2008.

Paymant of the Involice

The emali received by Mr. Thomhiii was forwarded by him to Ms. Cheryi Haynes, CiL's Vice-President of
Finance, on January 18, 2009, the same date as the invoice was paid. We noted that the original emall
containing the invoice was aiso forwarded by Mr. Thombhili without any expianation.

CiL cheque #00092 dated January 16, 2009 was signed by Mr. Thornhiii and Ms. Haynes. The chegue
was rmost ilkely provided to Thompson and Assoclates that same day as it was deposited to a First
Caribbean Bank account #1853408 on January 16, 2009 As noted above, we were unabie to interview
Ms. Haynes as part of our work.

The Depaosit of the Cheque

in further correspondence dated February 4, 2013 from De Novo Legal, Ms. Prescod stated that the
account #1853408 to which the CIL cheque was deposited was not a bank account operated by Ms.
Prescod, Ms. Onika Stewart or Mr. Amiri Dear, whose names appear on the Thompson and Associates
Invoice.

in the course of our review, we identified numerous other CiL. cheque payments to either David
Thompsan or to Thompson and Associates. in addition to funds being transferred to Mr. Thompson or his
firm to compiete business transactions for CIL or CHBL, it appears ta have been common practice for
cheques in payment of compensation due to Mr. Pamis or PFS to be made payabie to Mr. Thompson's
iaw firm rather than to Mr. Parris or PFS directly. From 2004 to 2007 CIL cancelied cheques and cheque
requisitions we examined showed that cheques totaiing over $4mm were issued by CiL to either David
Thompson or Thompson and Assaciates; these related primarily to annuai bonus and override
commissions apparently payabie by CHBL to Mr. Parris’s company, PFS. For approximately haif of these
payments, documents we examined confirmed that these payments were made to Counsel on Mr. Parris'
instructions.

in the recards examined, we found a First Caribbean Internationai Bank cheque #02221 dated May 18,
2008 payabie to CHBL, drawn on account #1853408, which had the titie "David Thompson - Client’s
A/C". This is the account to which the cheque payabie to Thompson and Assoclates was deposited, as
noted above. We do not know if the records of Mr. Thompson's former iaw practice stiii exist that wouid
permit tracing of the funds represented by the $3.333mm payment. We note that court filngs made in
connection with ciaims Mr. Parris’ company PFS has made against CHBL show this payment as being
made to the bensfit of PFS.

The Nature of the Payment

An agreermnent effective May 15, 2005 was entered into between CHBL, CL Financial and PFS which
provided for CHBL retaining the management services of PFS and Its principai, Mr. Parris, for a ten year
term. The agreement provided for saiary and other benefits and aiso for CHBL to pay a "gratuity” to PFS
and/or Mr. Parris of US$5mm (approximately $10mm) on May 15, 2008 "in such manner as may be
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agresd betwesen the parlies on terms as set out but amended herein as to the dale of payment but in no
way otherwise in a letter daled Dacember 2, 2002 between Leroy Parris and Lawrence Duprey”.

The terms of the agreement provided for fuil payment of the gratuity if CHBL terminated the contract,
including termination by CHBL for PFS' persistent breach of the contract, grave misconduct or wliful
neglect. The gratulty was aiso to be paid in fuii If PFS terminated the contract with one month's notice.

The contract was signed by Mr. Parris, Mr. Duprey and Mr. Thomhiii and witnessed by various counsei,
inciuding Mr. Thompson.

We found no approvai of this agreement in the CHBL minutes we examined. A letter from Ciico Corporate
Services to Ms. Shaunita Jordan, Legai and Corporate Officer of CHBL, dated February 3, 2011 stated
that the CHBL minutes "contain no record of Board approval or agreement with respect to remuneration,
including payment of banuses or gratuity for Leroy Parris/Professlonal Financial Services Inc.” The ietter
aiso noted that there were no Board resociutions to this effect.

Foilowing our interview of Mr. Thomhiii, he provided a copy of a resolution made by certain directors of
the Board of CHBL, which was dated as of May 15, 2005, being the date of the above noted contract The
resoiution notes it was made by written consent In ileu of a Board meeting. With respectto a
“Management Contract” the signing directors “ratified, approved and confirmed” the actions of Mr. Duprey
and Mr. Thomhiii with respect to the May 15, 2005 agreement with PFS. The document has signatures
next to the names of Mr. Woodbine Davis, Mr. Anthony Elils, Mr. Leslie Haynes and Mr. Vishnu Ramiogan
and appears to have aiso been signed by Mr. Parris and the Corporate Secretary, but not Mr. Thombill.
The quality of the document copy provided Is poor and to date we have been unabie to confirm when the
docurnent was signed. Counsei for CHBL received a copy of this document from counsei to Mr. Parris.

Correspondence from CHBL to Mr. Parris and from Counsel to CHBL, characterize the $3.333mm
payment as part of the gratuity refarred to in the May 15, 2005 contract. PFS' ciaim filed against CHBL in
the Supreme Court of Barbados acknowledges partiai receipt of the gratuity, specifically the amount of
$3.333mm, plus some additional smalier payments.

Effective December 31, 2008 the baiance of the gratulty in the amount of $6,867,000 appears to have
been recorded by CHBL as an expense, namely "Professional fees — management” with the description
"Professional Financial Services GRA DUE JAN31, 2009".

In light of the evidence, it appears that the invoice provided to Mr. Thornhill and approved by Mr. Parris to
faciiitate the payment to his Counsel was faise.

Mr. Thomnhiii has expiained that:

» At an unspecified date after May 15, 2008, Mr. Parris came forward and stated that CHBL owed him the
gratuity under the terms of the May 15, 2005 cantract, but CHBL did not have the capacity to pay the
full amount due of $10mm;

» Mr. Thomhiii could not recail when Mr. Parris first asked for the gratuity to be paid. He expiained that
Mr. Parris had soie possession of the contract and the gratulty obiigation was "off the books" as it had
been forgotten about;

» [t was agreed that one third of the gratuity wouid be paid, with the baiance to follow at some future date;

» There was no discussion as to either the form or content of the invoice, which were determined by Mr.
Thompson when he created the invoice. He sent the Invoice to Mr. Thombhiii as he had been invoived In
drafting the 2005 contract. In Mr. Thomhiil's opinion, as the invoice was from an attorney it wouid not
have been queried and wouid have appeared iegitimate;

¢ There was some discussion between Mr. Thomhiii and Mr, Parris, and possibiy other Directors, about
perhaps discussing the matter with CilL's auditors, but they did not;

= The Board did not approve the payment specificaily as it was pursuant to a contract that the Board had
ratified. He expiained that generally, if a contract had been approved by the Board, the timing of any
payments under such a contract was ieft to the Chairman (l.e. Mr. Parris);
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¢ Mr. Thomhiii knew the true purpose of the invaice when he received it - the invoice was made to jook
as If it was for professional services so that confidentiaiity over the payment to Mr. Parmis was
maintained;

» He could not recall the reason for the over two week delay in sending the Invoice to Ms. Haynes for
processing and payment, or any discussion with her regarding the matter; and

» Mr. Thomhiil has expiained that as the gratuity was payabie pursuant to a vaiid legal agreement, he had
no difficuity effecting the payment by having the invoice processed and signing the cheque to
Thompson and Assoclates.

Timing of the Payment

We note that the creation and submission of the invoice and its payment by CiL arose very shortly befare
the public announcement of financiai difficuities being experienced by CL Financial in Trinidad and
Tobago on January 30, 2009. The timing is noteworthy as Mr. Parris was a Director of CL Financiai and
enjoyed a close relationship with the Executive Chairman of CL Financiai, Mr. Lawrence Duprey. While
Mr. Thombhlil was not a Director of CL Financial, he worked ciosely with Mr. Parris and was the most
senior finance empioyee at CiL, with responsibiiity for CiL's and CHBL's financial reporting to CL
Financial.

Dacuments produced at the Commission of Enquiry Into the faliure of CL Financial et al in Trinidad and
Tobago describe the chronoiogy of events affecting the CL Financiai group In iate 2008 and early 2008,
inciuding the foliowing events:

Date Event

Dacember 4, 2008 Date of CL Financial Board meeting.

Dacember 8, 2008 The Group Finance Director's report to the Board of CL Financial noted “a signficant portion of our
remalning busineasas ara currently unprofitable and underperforming” as wall as a "critical level of
underperfarming Assets”. It also noted "Many Group companies continue to be undar-capitaiized and
desperately ltl‘.l need of new funding to improve efficienciea and deal with day to day working capital
management®,

December 23, 2008 Meeting betwaen Dr. Tawaria, a Director of CL Financlal, and the Govemor of tha Central Bank of
Trinidad and Tobago st which Dr. Tewarie referred to the financial difficulties facad by CL Financial.

January 5, 2008 The Gavernor of the Central Bank seeks a meeting with Mr. Duprey to discuss regulatory concerns
and the impact of the financial crisls on the CL Financlal group.

January 7, 2008 The inspactor of Financial Institutions and tha Govemor of the Central Bank of Trinldad and Tobago
meet with Mr. Duprey and the CFO of CL Financial due to liquidity concerns. Varlous action steps
agreed to. C

January 13, 2008 Mesting between Mr. Duprey, his Chief Financial Advisor Mr. Ramesh, and the Cantral Bank to
discuss possible financial assistance. At the meeting, Mr. Duprey provided a lettar to Mr. Ewart
Williams, Governor of the Ceantral Bank of Trinidad and Tobago, notifying him of liquidity concems in
the CLICO group and asking to discuss possible financial assistance should market conditions woraen.

January 14 and 16,2008  Further meetings between representatives of the Central Bank and the CL Financlal group.
January 27, 2008 CL Financlal Board meeting to discuss the draft Memorandum of Understanding.

. January 30, 2009 Public announcement made by the Gevemnor of the Central Bank regarding financial support for CL

Financisl, referencing “intense discussions over the past week™ between the Ministry of Finance, the
Central Bank and representatives of tha CL Financial group.

in our interview of Mr. Thomhiii he stated the foliowing with respect to knowledge of CL Financial's
difficuities:

« He first became aware of CL Financial's difficuities when they became pubiic in the news media in
Barbados in late January 2009; !

» Similariy, CiL employees were surprised by the news at that time;

» He wouid have expected that as Mr. Parris was a Director of CL Financial he would have been better
informed than he was, but he recaiied that Mr. Parris was aiso “a bif surprised”— he had never confided
any concemns regarding CL Financlai in Mr. Thomhiii;
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¢ Mr. Thomhiii was aware that there was a new Financial Institutions Act coming Into force in Trinidad
and Tabago, which might cause some issues for CL Financial;

« No concems were expressed in Barbados regarding the iiquidity of CL Financiai - there was always a
view that Mr. Duprey coulid raise funds for the group if he needed to — how CL Financial did its business
was not discussed with Mr. Thomhiil;

= In his opinion, the impiications for CiL and CHBL of a potential faiiure of CL Financial were severe as
there wouid be a “"run on the bank”, namely CIL, which heid the EFPA policies and was the substantive
entity in the Barbados group;

= In his opinion, the fact that the payment was made only twa weeks before CL Financial's announcement
in Trinidad was a coincidence,

Mr. Thomhili's version of events suggests the foliowing;

s He believed that the creation, approval and submission for payment of a faise invoice to facliitate a
significant payment from CIL to Mr. Parris' benefit (via PFS) and to conceal its true nature was an
acceptable transaction;

« No consideration was given to the issues faced by CL Financlal in either December 2008 or in January
2008, or the related consequences for Cil's business, because Mr. Thomhiii was unaware of these
issues, notwithstanding the chronology of events in Trinidad and Tobago affecting CL Financial, some
of which are outiined above;

« Specificaily, Mr. Parris was unaware of, or gave no consideration to, the serious issues facing CL
Financiai and, by extension CiL, before the payment was made, notwithstanding his roie on the Board
of CL Financlai and the occurrence of significant events affecting CL Financiai before the Invoice was
processed for payment and paid.

4.2 Related Party Transactions

As part of our eariler review, we identified a number of reiated party transactions invoiving current and
former executives of CiL and CHBL. At the time we Issued our Interim report in December 2011, we had
requested but not yet received additional information for certain of these transactions.

For purposes of our review, a reiated party transaction was defined as (i) invoiving either a director or
officer of the company concemed or a member of his or her immediate family and (li) not belng a
transaction with such a party in the normai course of business (e.g. not a payment of saiary, director's
fees, other compensation, expenses or simliar payments made in the normal course of business).

We asked CiL and its reiated companles to advise us of transactions undertaken by them with reiated
parties. CiL, CHBL, Rayside Construction, St. Lucla Distillers, Clermont Development Inc. (“CDI"}, and
CLICO Property Development inc. (“CPDI"} provided generai descriptions of the types of related party
transactions entered Into. Subsequently, CDi and CPDI provided further details on reiated party
transactions, as did CLICO Balanced Fund and CiL, as foliows:

» Rent paid by CilL to Braniee Consuiting, a company owned and/or controiied by Mr. Pamis, reiating to
an employee seconded to CIL by Coloniai Life in Trinidad, whose accommodation was apparently
provided by Braniee Consuiting;

= Sale of land and construction of a house for Mr. Parris. A March 2004 statement provided to Mr. and
Mrs. Parris shows that a credit of approximately $350,000 was appiied to clear the outstanding balance
of costs owing to CPDI In lieu of Mr. Pamis receiving annuai bonuses of $200,000 apparently owing to
him by CHBL for the years 2002 to 2003;

= Event planning services provided by a company owned by Mr. Parris' wife, Premier Event Services; and
e Shares held by Mr. Terrence Thornhiil in CLICO Baianced Fund.
CLICO intemational General insurance did not provide any Information.

© Deloitte LLP and sffiliated cntities, 12



The tabie beiow summarizes amounts paid to certaln related parties according to vendor history report
detalls we obtalned for the pericd January 1, 2003 to December 31, 2011 relating to CIL and its

subsidiaries:
Profassional Financial Sarvicas Inc.A.eroy Parris $4,518,479
Branlee Consulting $2,448,807
Premler Event Services Inc. $280,333

Our review of vendor history reports and other documents showed that the payments to PFS/Mr. Parris
generally related to override commissions, ciub dues, management fees and the medical expenses. We
have not recaicuiated or otherwise confirmed the amounts of override commission compensation paid to
PFS and/or Mr. Parris.

Based on our review of vendor history reports, the payments to Braniee Consuiting Services inc.
generally related to override commissions as well as the rent reiating to an empioyee seconded to Cil by
Colonlali Life In Trinidad. We identified ane cheque payment to Braniee Consuiting for 2008 override
commissions In the amount of $876,683. The cheque was dated May 8, 2008 shortly before the farmai
appolintment of the Oversight Committee on May 12, 2009. The cheque was signed by Ms. Cheryi
Haynes and Ms. Jiliian Wason, Mr. Parris' Executive Assistant. The terms of the Memorandum of
Understanding between the Government of Barbados and CHBL, goveming the appointment and roie of
the Oversight Cammittee, noted that among other responsibiiities, the Oversight Committee wouid
oversee the financlal operations of CHBL and its regulated subsidiaries, inciuding CiL. The Memorandum
aiso noted CHBL's commitment to “ensure that the regulated subsidlaries will not make payments to
Directors, Management or other senior officials in the form of bonus payments and ex gratia payments
during the period of this MOU". We note that the cheque to Braniee was deposited on May 18, 2009 after
the Oversight Committee was appointed. In discussion with Mr. Willlam Layne of the Oversight
Committee, he noted that this payment was made at a time when the Memorandum of Understanding
was under negotiation.

in addition to payments made by CiL and its subsidiaries to Premier Event Services inc., CHBL made
payments to Premier Event Services inc. for approximateiy $431,000 in the period from 2004 to March
2011%, From information obtained from CiL and its reiated companies and our review of the vendor
payment history, the payments to Premler Event Services inc. reiate to pianning and management of
functions inciuding provision of food and drinks, entertainment, seating, lighting, etc. Events Inciuded staff
Christmas parties, the 2007 CLICO awards gaia, the opening ceremony for the CLICO Corporate Centre
and management of a box at Kensington Ovai for cricket.

During our review, we identified many additional related pariy transactions as described beiow.
Real Estate

Crystal Court

We understand that Crystai Court is a condo deveiopment buiit on iand owned by CDi of approximately
80 acres. The total development is comprised of 44 units and is a gated community located adjacent to
the Crystai Heights deveiopment described beiow. According to Mr. Thomhiil, CDIi recorded the sale of
the iand, CiG recorded the saie of the condo units whiie CPDi acted as project manager charging
management fees to CiG and deveioping the condo units using a third party for construction. According to
Ms. Daorken Greaves, CPDi malintained the units prior to the condos officiaily being handed over to
purchasers.

We note a high number of reiated parties and other parties of interest who purchased properties in the
Crystai Court development. Of the 44 units in the development we identified 11 purchases by reiated
parties or advisars to CIL or CHBL.

12 |nfarmation prior 1o 2004 Is unavailable,
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We note that certain of these reiated parties did not appear to pay fuli market vaiue for their units when
the prices paid by third parties for comparabie units were taken into account, based on Barbados iland
registration documents we obtained. Certain related parties paid up to $26,000 iess than third parties
making similar purchases of units at Crystal Court, inciuding Mr. Parris (or his companles), a company
reiated to Mr. Thompson, Mr, Thomhilil and others.

Mr. Thomhill has confirmed that certain related parties recelved discounts on their purchases of Crystal
Court condo units. The purchases of Crystai Court condo units by reiated parties are summarized in
Appendix 3 aiong with purchases of certain condo units by third parties for purposes of comparison.

Crystal Helghts

Crystai Helghts is a deveiopment comprised of approximately 300 iots in St. James, Barbados, CDi
owned the land and according to Ms. Dorken Greaves, CPDI constructed approximately 70% of the
houses bulit at Crystal Heights. The last iot soid occurred in 2012 with the first iots being soid around
1897 or 1998,

With respect to the Crystai Heights development, certain reiated parties received price reductions. For
exarnpie, we reviewed a ietter for cne senior CHBL empioyee that Inciuded a handwritten notation that
Mr. Parris’ “ok $3 reduction”. This reduction in the price per square foot resuited in the empioyee paying
approximateiy $25,000 [ess for the purchase of a iot in the Crystal Heights deveiopment. The individual in
question confirmed that this was authorized by Mr. Parris. The purchases of Crystal Heights iots by
related parties is summarized in Appendix 3.

We found no record of approvalis of these price reductions in the Board minutes, but we note that overail
the totai reductions were not significant ta CiL or its related companies.

Lemon Arbour and Lem-Green

There were several properties purchased by relatives of Mr. Panis at the Lemon Arbour and Lem-Green
deveiopments. We were not abie to secure the documents required to determine if these were transacted
at market vaiue. The table below summarizes purchases of iots by reiatives of Mr. Parris:

Individual Development Lot numbers(s) Consideration

Anne Leacock (Leroy Parris'  Lem-Grsan 58, 59, 60" $364,329,54
daughter)
Anne Leacack (Leroy Parils'  Lem-Grean 42 $80,844,74™
daughter)
Dennis Leacock (Leroy Parris'  Lamon Arbour 2 $172,203.30"
father-in-law)
Waple Parris (Laroy Parris’ Lemon Arbour 13 $204,260.35"
sister)

Loans/mortgages

During the course of our review, we noted ican transactions invoiving reiated parties, of which the
following were nateworthy:

» Documents we reviewed stated that in 2004 an outstanding ioan baiance payable of $3.5mm in the
name of Mr. Duprey was repaid using a CIL term deposit. This transaction was accounted for as an
increase in the intercompany baiance due to CiL from CL Financiai Limited, increasing the baiance
recelvabie to approximateiy $11.5mm. The transaction and the reiated accounting treatment were
confirmed by a ietter signed by Mr. Duprey dated September 5, 2008, Due ta the financial difficuities
experienced by CL Financiai, CIL's balance recelvabie from CL Financial of $11.5mm, inciuding the
$3.5mm noted above, was written off effective December 2008;

" We reviewed correspondence Indicating that Ms. Leacock may have also purchased lot 28 of the Lem-Gresn development,
however we ara unable to confinn this based an the avallable documentation.

4 Consideration for lot 42 is according to a reservation deposit schadule for tha devalopment providad by Ms. Dorken Graaves.
¥ Cansldaration Is for the purchasa of the Iot and construction of a housa,
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* We note that other reiated parties had mortgages with CMFC to finance their purchase of various
properties. The avallabie documents we reviewed did not aliow us to determine If the mortgages
arranged were transacted under market terms or not.

EFPAs

» We also reviewed avallable documents reiating to Executive Fiexibie Premium Annulties {(*EFPAs")
purchased by certain reiated parties inciuding EFPA's in the names of Mr. Terrence Thomhiil, Mr.
Geofirey Brewster, Mr. Leroy Parmis and Mrs. Faye Wharton-Paris {otaiing approximateiy $3.4 miilion
(exciuding interest);

= We noted that the source of funds for Mr. Parris' active EFPAs (inciuding EFPAs heid by his company
Braniee Consuiting) were predominantly cheques issued by CiL; indications on the deciarations of the
source of funds described the source as commissions. As noted above, we have not verified the vaiue
of any commissions or other compensation eamed and paid to either Mr. Parris or his companies.

In summary, we identified a considerabie number of related party transactions over and above those
deciared to us by CiL and its subsidiaries. in particuiar, we found that certain of CiL's executives and
senior advisors appear to have paid [ess than third pariies to acquire real estate from deveiopment
companies In the group. We aiso found a significant loan payabie by Mr. Duprey that was repaid by CiL
on his behaif and a substantiai payment to Braniee Consuiting immediately prior to the appointment of the
Oversight Committee, which may have preciuded such a payment.
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