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The Clock Tower, Main Guard, The Garrison.

CELEBRATING OUR
NATIONAL HERITAGE

The Central Bank of Barbados (The Bank) is proud to
support the development and preservation of Barbados’
cultural heritage products and has played its partin a
tangible way through the dramatic restoration of a building
in Church Village formerly referred to as ‘The Masonic
Lodge’. The Bank plans, in partnership with the Barbados
Museum and the Barbados National Trust, to continue work
on the facility, which is intended to become a new museum
featuring coins and currency, and highlighting major
developments in education, philanthropy and commercial
activity in Bridgetown.

The Bank commends the foresight of those individuals
and organisations that have expended time and energy in
securing international recognition of our culture over the
years. In 2011, the World Heritage Committee inscribed
Historic Bridgetown and its Garrison along with 25 other
new sites on UNESCOQO’s World Heritage List. UNESCO
expects that the World Heritage designation, which
protects nearly 1,000 of the world’s most stunning cultural
and natural sites, will strengthen tourism prospects.

Historic Bridgetown and its Garrison played a pivotal role
in the development of the English colonies in the Americas,
emerging as an iconic testimony of British colonial

trade, defence and architecture in the Caribbean and the
Americas. Bridgetown also became a melting pot for the
development of a hybridised Afro-European culture.

The historic town has retained its original English
medieval serpentine street layout, for almost 400
years, and its brick architecture has remained virtually
unchanged for over 200 years.

While we are all cognisant of the economic potential

of the World Heritage designation, as Barbadians we

feel nothing but pride, that little Barbados will now be
recognised for having great cultural heritage sites of value
to mankind. Small is, indeed, beautiful.

The cover of this report salutes Historic Bridgetown and
its Garrison, featuring selected sites (moving clockwise
from the main image): The Masonic Lodge Building in
Cathedral Plaza; the Masonic Lodge building before

its restoration by the Central Bank of Barbados; the
Garrison’s historic Clock Tower; The Wickham Lewis
Boardwalk; St. Mary’s Anglican Church and an aerial view
of Bridgetown and the Parliament Buildings.
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OUR
VISION

The Vision of the
Central Bank of
Barbados is to create
and maintain a caring,
happy, dynamic, world-
class organisation
nurtured within a
cooperative culture.

MISSION
STATEMENT

The Mission of the
Central Bank of
Barbados is to foster an
economic and financial
environment conducive
to sustainable
economic growth and
development.

CORPORATE
PROFILE

The Central Bank of Barbados,
set up by the government in 1972
as a statutory organisation, is
responsible for:

+ regulating the issue, supply,
availability and international
exchange of money;

« promoting monetary stability;

« promoting a sound financial
structure;

 fostering development of the
money and capital markets; and

- fostering credit and exchange
conditions conducive to the
orderly and sustained economic
development of Barbados.
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OUR VALUES

The Bank’s pursuit of its .
Mission is guided by a set

of fundamental principles

and values. These define

the approach to be taken

by management and staff )
in the performance of

their duties and in their
interaction with each

other and with the Bank’s
several publics.

These principles and values are as follows: -

INNOVATION AND HIGH PERFORMANCE

We believe that new ideas, the promotion of critical thinking,
inquisitiveness, nimbleness and flexibility will enhance our ability to
achieve high performance in all of our endeavours.

INTEGRITY AND TRANSPARENCY

We acknowledge that our performance, success and reputation hinge
on the highest standard of ethical behaviour. We therefore promise to
provide open communication and to be consistent in our application
of policies across the organisation. We will always practice honesty
and fiscal responsibility in all of our undertakings as a way of building
trust among our stakeholders and getting public support for our policy
initiatives.

RESPECT AND EMPATHY

We are committed to building relationships through respect for each
other, respect for diversity and open dialogue. We will promote and
acknowledge behaviours that demonstrate genuine care and concern
for the well-being and welfare of others.

ACCOUNTABILITY

We will be accountable to all of our stakeholders by being timely, open
and accurate with our information and data, and in our actions. We will
ensure the safety and security of all assets and resources under our
responsibility, so as to engender the peace of mind of all our publics.

DEVELOPMENT AND INCLUSIVENESS

We value the development of our staff through education, training
and shared knowledge and experiences. We also encourage their
participation and involvement in the decision making process.
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HIGHLIGHTS

oF2012

1 The economy maintained a comfortable level 8 The Bank partnered with Rotary Clubs of
of foreign reserves and lower inflation, but the Barbados and the Barbados Alzheimer’s
weak international environment limited growth Association to collect ten (10) million one cents
prospects. for recirculation, and also to help finance the
establishment of a day care centre for sufferers
2 The Central Bank continued to strengthen the of Alzheimer’s disease.

framework for the implementation of economic
policy with the main goals of fiscal consolidation 9 The Bank staged a series of events commemorating
and improved debt management. The Bank’s four decades of service to the nation.

policy initiatives were again buttressed by an
active research agenda.

3 The Barbadian banking system remained stable
during 2012, as banks were profitable and well
capitalised.

4 The Bank issued the first Financial Stability Report
and an International Business and Financial
Services Newsletter.

5 The Bank upgraded a number of key systems,
including accounts and Real Time Gross
Settlement (RTGS). The Bank also introduced
straight-through processing (STP) of interest
payments and redemption proceeds for holders
of Government of Barbados securities.

6 The Bank deepened its engagement with its
publics through internet and television and by
arranging lectures by internationally renowned
speakers on economic, financial and human
resource issues.

7 There were further efforts to improve
management capacity, employee welfare and
organisational culture, and for the first time, the
Bank organised a national Emotional Intelligence

conference and a Regional Central Banks’

Security Chiefs conference. Staff members Kirk Beckford and Yvonne Parris cut the 40" Anniversary
Cake on May 2", the date on which their birthdays fall, and the date of

the Bank’s birthday.
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Public Affairs Officer,
Governor’s Office
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The Central Bank Building (upper right corner) overlooks modern Bridgetown, which still reflects its historic medieval serpentine street layout.

8.2 percent and visitors from the UK liTkitemn B
fell by 8.3 percent. There was also % %
a 0.1 percent increase in Canadian 14.00 - 14.00
visitors. Additionally, growth was
recorded in the numbers of tourists 12.00 - 12.00
arriving from other European
countries as well as from Trinidad 10.00 - 10.00
and Tobago. //
8.00 J y - 8.00
/ /

Cruise passenger arrivals / 1LY
contracted by 15.2 percent during 6.00 ,/ /" - 6.00
2012. This decline stemmed largely i 1
from the shift of some cruise ships AU Y —
to other destinations and a renewed 500
focus on the Mediterranean region “  2:00
by some of the major cruise ||

. : . 0.00 - L 1 - 1 L LI 0.00
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activity was evident particularly
during the summer period (April to 2008 2009 2010 2011 2012
August), when cruise ship calls fell
by 29.5 percent. mmm Other ms=Transport ssm Housing msm Food —— Moving Average (RHS)

Source: Barbados Statistical Service

PRICES AND UNEMPLOYMENT
Unemployment Rate
At the end of December 2012, the
twelve-month moving average rate
of inflation stood at 4.5 percent,
compared to the 9.4 percent

%

recorded at the end of 2011. Retail mmm Total
prices have exhibited a general — Male
downward trend since the end of

— Female

the second quarter, mainly as a
result of slower price increases
in the sub-categories of housing

. ~— < <t = < = <t T N S TN M S
(0.56 percentage points), fuel and 5000000000065 808080058000
light (0.39 percentage points) and S8 55C8888388EE5285580000
'ght (0.39 p ge p RRRRIRNR]R]RRR]IRRRR/RVSSNISRRR

household operations and supplies
(0.41 percentage points).

Source: Barbados Statistical Service
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Onshore
Commercial Banks
Bank Holding Company
Part lll Companies

Total Onshore

Offshore

Total Licensed Institutions

Source: Central Bank of Barbados

15
22
57
79

15
22
49
71

14
22
50
72

13
21
45
66

13
21
45
66

12
19
46
64
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Loan Approvals

Loan Disbursements
Principal Repayments
Loans Outstanding
Net Income

Capital Inflows

Net Worth

16.0
11.5
8.2
131.6
3.9

145.2

4.0
7.7
7.0
132.3
3.9

149.2

4.5
4.0
10.3
126.0
3.9

153.5

3.5
8.0
9.5
124.8
3.9

158.7

6.8
118.0
4.2

163.9



Loan Approvals

Loan Disbursements

Principal Repayments
Loans Outstanding
Net Income

Funds Transfer
Capital Inflows

Net Worth

10.7
7.5

10.9
40.6
2.2
0.0
5.9
120.0

10.4
8.3

6.2
42.2
2.2
6.7
0.0
128.9

13.3
10.4

13.4
38.2
2.2
0.0
0.0
131.2

25

3.9
8.3

5.2
41.2
1.6
0.0
0.0
132.8
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Frank Collymore Literary
Endowment (FCLE) Awards
Poet/Liberal Activist, British-Born-
Bajan, Dorothea Smartt, was the
featured speaker at the 15th Annual
FCLE Awards where she spoke on
the topic “Poetry is Not a Luxury”.
Ms. Smartt also conducted a Master
class for 14 local poets on the topic
“Poetry: The Uses of the Erotic”.

The FCLE Committee awarded

one second prize and two joint
third prizes in the poetry and prose
categories, as follows:

2nd Prize:

Carlyon Blackman,
“Ars Poetica” (Poetry),
$7,000

Joint 3rd Prize:

Glenville Lovell,

“The Assassination of Luis Posada”
(Prose Fiction),

$4,000

Joint 3rd Prize:

Brian Franklin,

“Iridium” (Prose Fiction),
$4,000

Allison Cadogan’s “A Winter of
Contentment” was the recipient of
the Prime Minister’s award, which
is given in recognition of writing
that presents readers with original
and provocative ways of viewing
Barbadian culture and identity, and
with a quality that strongly deserves
recognition and encouragement.

40" Anniversary Celebrations

The Bank turned 40 during the year.
To celebrate this milestone, the
Bank hosted a church service and
its first ever Open House, where the
public welcomed the opportunity to
interact with employees. The Bank
also hosted an Awards Ceremony,
a Health Day, and a family fun

day. The Bank also produced and
aired on CBC-TV, a documentary,
“Barbados’ Economic and Social
Transformation, Post-World War I1.”

FCLE Committee Members and Awardees were joined by Frank Collymore’s widow, Mrs. Elice Collymore

(seated, 3rd from left), Governor Dr. DeLisle Worrell and Mrs. Worrell at the Awards Ceremony.

Minister of Finance, the Honourable Christopher Sinckler, M.P. (2nd right) was among the specially invited

guests who attended the 40th Anniversary Church Service at St. Mary’s Church.

The 40th Anniversary Open Day began with staff Secondary school students took the opportunity to
performing an original ‘Happy Birthday’ song’ chat informally with Governor Dr. DeLisle Worrell

under the leadership of André Burgess (4th right). during the Open Day.
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A sunset view of Carlisle Bay, overlooking the rooftops of Bridgetown’s commercial district.

FINANCIAL STATEMENTS AND REPORTS
DECEMBER 31, 2012
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Profit and Loss Account

Profit and Loss Appropriation Account
Statement of Cash Flows
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BALANCE SHEET
DECEMBER 31, 2012

WITH COMPARATIVE FIGURES FOR 2011

ASSETS

RESERVE OF EXTERNAL ASSETS:
Balances Held Abroad 2
Foreign Notes and Coins

Foreign Securities 3

International Monetary Fund:
Reserve Tranche 4
Holdings of Special Drawing Rights 4

Total Reserve of External Assets

LOCAL ASSETS:

Local Securities:
Barbados Government Treasury Bills
Barbados Government Debentures

Advances:

Government
Fixed Assets (Net) 6
Other Assets 7

Total Local Assets

See accompanying notes to accounts.

BDS$ BDS$
215,971,196 243,847,823
2,943,879 10,847,393
847,404,500 716,387,755
1,066,319,575 971,082,971
18,104,820 18,974,047
176,185,500 184,020,946
194,290,320 202,994,993

1,260,609,895

1,174,077,964

159,516,443 177,427,299
75,000,000 75,000,000
234,516,443 252,427,299
260,100,000 247,620,000
93,021,463 94,617,827
40,372,750 34,886,026
628,010,656 629,551,152

1,888,620,551

1,803,629,116
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FINANCIAL STATEMENTS

BALANCE SHEET
DECEMBER 31, 2012

WITH COMPARATIVE FIGURES FOR 2011

LIABILITIES, CAPITAL AND RESERVES

LIABILITIES:
Notes and Coins in Circulation

Deposits:
Government
Banks
Financial Institutions
Other

Other Liabilities:
Allocation of Special Drawing Rights
Other

Total Liabilities

Other Funds

CAPITAL AND RESERVES:
Authorized capital: BDS$5,000,000
Paid up capital: Government of Barbados
Accumulated Deficit
General Reserve

Net Capital and Reserves

Commitments and Contingencies

Approved on behalf of the Board of Directors on February 28, 2013.

........................................... Governor

Miirtececd

10

11

12

2012 2011

BDS$ BDS$
669,274,479 650,217,648
79,276,417 263,585,311
824,966,263 549,620,807
1,486,290 857,307
2,817,315 7,852,706
908,546,285 821,916,131
200,752,291 210,390,564
77,032,827 91,559,945
277,785,118 301,950,509

1,855,605,882

1,774,084,288

26,108,780 19,978,163
2,000,000 2,000,000
(11,094,111) (8,433,335)
16,000,000 16,000,000
6,905,889 9,566,665

1,888,620,551

1,803,629,116

-%...Financial Controller
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PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED DECEMBER 31, 2012

WITH COMPARATIVE FIGURES FOR 2011

See accompanying notes to accounts.

BDS$ BDS$
INCOME:

Commissions and Fees 7,748,048 10,217,595

Discounts:
Treasury Bills 3,252,542 1,601,134

Interest:

Advances 7,630,108 6,257,151
Deposits 263,671 287,994
Securities 25,635,615 28,592,627
Other Income 13, 15 7,550,039 2,107,498
Foreign Exchange gain 908,411 2,419,521
Investment impairment recovery 3 406,514 -
(Loss) gain on sale of Foreign Securities (435,121) 2,529,542
Total Income 52,959,827 54,013,062

EXPENSES:
Administrative Expenses 16,975,038 15,771,804
Depreciation 6 5,444,382 5,490,246
Interest 81,990 117,496
Minting of Coins 2,321,407 2,694,608
Printing of Notes 1,444,510 1,801,437
Retirement Benefits 14 2,809,653 4,482,349
Salaries and Allowances 26,543,623 25,617,875
Operating Expenses 55,620,603 55,975,815
Loss before Appropriation (2,660,776) (1,962,753)




42

CENTRAL BANK OF BARBADOS /2012 ANNUAL REPORT FINANCIAL STATEMENTS

PROFIT AND LOSS APPROPRIATION ACCOUNT
FOR THE YEAR ENDED DECEMBER 31, 2012

WITH COMPARATIVE FIGURES FOR 2011

BDS$ BDS$
Balance brought forward (8,433,335) (6,470,582)
Loss before Appropriation (2,660,776) (1,962,753)
Accumulated Deficit carried forward (11,094,111) (8,433,335)

NOTE: The appropriation of profit has been made in accordance with Section 9 of the Central Bank of Barbados
Act, Cap. 323C.

See accompanying notes to accounts.
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STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2012

WITH COMPARATIVE FIGURES FOR 2011

Cash flows from operating activities
Loss before appropriation
Adjustments for:

Depreciation

Loss on disposal of fixed assets

Debt Recovery

Operating profit before working capital changes

(Increase) decrease in other assets

Net movement in foreign securities

Decrease (increase) in reserve tranche

Decrease (increase) in holdings of special drawing rights
Decrease (increase) in local securities

Increase in government advances

Increase in deposits

Decrease in other liabilities

Net cash (used in) from operating activities

Cash flows from investing activities
Purchase of fixed assets

Net cash used in investing activities
Cash flows from financing activities
(Decrease) increase in allocation of special drawing rights
Increase in notes and coins in circulation
Increase in other funds
Net cash from financing activities
Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year
Cash and cash equivalents comprise:

Current Account Balances
Foreign Notes and Coins

See accompanying notes to accounts.

BDS$ BDS$
(2,660,776) (1,962,753)
5,444,382 5,490,246

24,450 20
(406,514) -
2,401,542 3,527,513
(5,486,724) 5,309,059

(130,610,231) 81,972,343
869,227 (1,285,752
7,835,446 (12,395,016)
17,910,856 (157,472,061)
(12,480,000) (18,230,000)
86,630,154 173,868,986
(14,527,118) (194,981)
(47,456,848) 75,100,091
(3,872,468) (6,602,725)
(3,872,468) (6,602,725)
(9,638,273) 14,256,846
19,056,831 1,457,583
6,130,617 7,994,456
15,549,175 23,708,885
(35,780,141) 92,206,251
240,623,857 148,417,606
204,843,716 240,623,857
201,899,837 229,776,464
2,943,879 10,847,393
204,843,716 240,623,857
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NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2012

The Central Bank of Barbados is incorporated under the Central Bank of Barbados

Act CAP 323C (CBB Act) and is responsible for the administration of the Financial

Institutions Act, CAP 324A and the International Financial Services Act, CAP

SIGNIFICANT 325. The principal accounting policies applied in the preparation of the financial

ACCOUNTING statements are set out below. These policies have been consistently applied to all
POLICIES of the years presented.

Under the CBB Act, the Bank in preparing financial statements is subject to
requirements of the Act. The financial statements comprise the Balance Sheet, the
Profit and Loss Account, Profit and Loss Appropriation Account, Statement of Cash
Flows and related notes.

The financial statements of the Bank have been prepared in accordance with the
measurement and recognition requirements of International Financial Reporting
Standards (IFRS), except for the limitations noted below. Adopted IFRS and the CBB
Act have been used as a model for the presentation and disclosure framework to
provide additional information and analysis of key items in the financial statements,
except for the measurement of unfunded pension liability and certain other limitations
as outlined below.

As a result, the financial statements of the Bank disclose less detail of certain
elements than would be required under adopted IFRS. Disclosure and measurement
limitations include:

« Business segments

« Information on credit risk

« Non-consolidation of entities owned and or managed by the Bank
« Employee benefits

- Financial assets

« Numismatic coins

The financial statements have been prepared on the historical cost basis of accounting,
modified to include financial assets that are available for sale. The measurement of
securities is considered as “Available for Sale” under IFRS with the resulting unrealized
gains carried forward in the Balance Sheet.

Related party disclosure is limited as set out in Note 13.
Other significant accounting policies:

(a) Use of Estimates and Judgement:
The preparation of financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts of assets, liabilities,
income and expenses. Actual results may differ from these estimates.

(b) Income and Expenses:
Income and expenses are accounted for on the accrual basis except that interest
on the Caricom Multilateral Clearing Facility and the CRL Ltd. loan facility is
recognized when received.
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(c)

(d)

()

(f)

(g)

(h)

(i)

()

Translation of Foreign Currencies:

Assets and liabilities designated in foreign currencies are translated at the rates
of exchange prevailing at the balance sheet date. Gains and losses resulting
from foreign currency translations and transactions are included in the Profit and
Loss Account.

Foreign Securities:
Treasury bills and unquoted securities are valued at amortized cost.

Other securities are valued at market and the resulting gains and/or losses on
revaluation which are deferred pending realization, are included in other funds
and/or other assets.

Numismatic Coins:

The nominal value of numismatic coins sold is not included in ‘notes and coins
in circulation’ while the net proceeds from sales are included in the Profit and
Loss Account under Other Income.

Local Securities:
Local securities are valued at amortized cost.

Depreciation:

Furniture, equipment, motor vehicles and buildings including the Frank
Collymore Hall are depreciated on the straight-line basis over their estimated
useful lives.

Retirement Benefits:

The Bank contributes to a defined benefit plan. The plan is funded by payments
from the Bank, by taking account of the recommendations of an independent
qualified actuary. The cost of providing retirement benefits is determined using
the Projected Unit Method. However, for financial reporting purposes, the
contributions are charged against income as they are accrued.

Impairment of Financial Assets:

A financial asset is impaired if its carrying amount is greater than its estimated
recoverable amount. The amount of the impairment loss (for securities carried
at amortized cost) is calculated as the difference between the assets’ carrying
amount and the value of expected future cash flows discounted at the financial
instruments’ original effective interest rate. Impairment losses are recognized in
the profit and loss account.

Amortized Cost:

All non-trading financial assets are measured at amortized cost, less impairment
losses. Premiums and discounts, including initial transaction costs, are included
in the carrying amount of the related instrument and amortized based on the
effective rate of the instrument.
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Balances held abroad comprise:

BALANCES 202 201

HELD ABROAD $ $
Current accounts and deposits with foreign banks 201,899,837 229,776,464

Caricom Multilateral Clearing Facility (C.M.C.F)
(Net of provision: 2012: $15,798,141 (2011:
$15,798,141) 14,071,359 14,071,359

215,971,196 243,847,823

The CMCF Account matured on April 01, 2009. The Bank expects to receive
settlement from the CMCF Accumulated Fund. The impairment provision of
$15,798,141 was recognized in the financial statements as follows:-

YEAR AMOUNT
$

2010 4,159,570
2009 1,636,951
2008 4,400,000
2007 and prior years 5,601,620

15,798,141

Foreign securities comprise:

FOREIGN
Amortized Market Amortized Market
Cost Value Cost Value
$ $ $ $

At Market Value:

Bonds/Debentures 821,489,199 847,070,483 696,603,071 716,053,738

Equities 306,521 334,017 306,521 334,017

821,795,720 847,404,500 696,909,592 716,387,755

(@) The unrealized gain of $25,608,780 (2011: $19,478,163) arose on the revaluation of
Securities and is included in Other Funds. See note 11.

(b) A realized gain of $406,514 arose on the recovery of an impaired security and is
included in the Profit and Loss Account.
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Other assets include:

$ $

Accrued income 2,785,998 2,704,716
Cheques in process of collection 3,546,658 2,149,172
CRL Limited (a) 9,000,000 9,000,000
Prepayments 3,254,138 1,186,120
Special Development Bonds - Sinking Fund 639,331 -
Staff advances 19,309,928 18,644,775
Sundry balances 1,836,697 1,201,243
40,372,750 34,886,026

(@) The CRL Limited loan, which bears interest at a rate of 6% per annum was
originally due from the Barbados Development Bank. The Government of
Barbados has issued a letter of comfort in respect of this loan. During 1998, the
facility was transferred to CRL. The Government has undertaken to repay the
debt on behalf of CRL Limited. At December 31, 2012, the cumulative interest not
recognized was $4,861,973 (2011: $4,861,973).

8

NOTES AND At December 31, 2012, the nominal value of numismatic coins sold, totaled
COINS IN approximately $10.4 million (2011:$10.4 million) and are excluded from ‘Notes and
CIRCULATION Coins in Circulation’ (See note 1 (e)).

9

ALLOCATION This amount represents the liability to the International Monetary Fund in respect of
OF SPECIAL Special Drawing Rights (SDRs) allocated by the Fund. This allocation does not change
DRAWING unless there are cancellations or further allocations. Accordingly changes arise from

RIGHTS annual revaluations done by the Fund.
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This amount comprises:

$ $

Accounts payable 1,202,810 5,678,555
Special Development Bonds - Sinking Fund - 447,870
Contribution payable - Secondary Mortgage Market Project 242,319 242,319
Contribution payable - Barbados Investment Fund - 300,000
Contribution payable - UWI Fund re Chair in Banking 861,169 861,169
Debenture Interest payment account 836,103 24,179
Deposit Insurance Company accounts 115,774 147,772
Domestic clearing 4,822,769 5,539,446
Dormant accounts (i) 31,366,949 22,642,716
Export Development Fund 201,169 201,169
Housing Credit Fund General account 7,062,628 5,648,273
Industrial Credit Fund 5,372,729 5,374,831
Redemption of Debentures account 20,585,620 37,835,620
Sinking Fund Contribution account 221,018 4,271,407
Small Business Fund 330,000 330,000
Staff Pension Fund 281,769 254,388
Staff Welfare Fund 593,205 792,010
Sundry balances 2,936,796 968,221
77,032,827 91,559,945

(i) Dormant accounts comprise:

2012 2011

$ $

Banks - local and international (a) 27,056,500 22,642,746
Financial Services Commission (b) 4,310,449 -
31,366,949 22,642,746

(a) Deposits made by Banks which represents abandoned property for which no
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activity was evidenced for a period of 10 years and said property is deposited
with the Central Bank of Barbados in accordance with Section 88 (3) of the
Financial Institutions Act, 1997-16; and

(b) In accordance with the Financial Services Commission Act, this amount
represents security deposits from insurance companies and abandoned property
in the form of unclaimed matured insurance policies.
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12

COMMITMENTS
AND
CONTINGENCIES

13

RELATED PARTY
TRANSACTIONS

This amount comprises the following balances:

2012 2011

$ $

Special Credit Trust 500,000 500,000

Unrealised gains on revaluation 25,608,780 19,478,163
of investments (note 3)

26,108,780 19,978,163

The Special Credit Trust was established under Section 41 of the Central Bank of
Barbados Act to provide the holding of debt obligations and or equity instruments as
the Board may determine.

(@) At December 31, 2012 the Bank had guaranteed settlement of approximately
$1,208,121 (2011: $1,141,944) under the following scheme:

Value of Value of
Contracts Guarantee Contracts Guarantee
$ $ $ $
Credit Insurance Scheme
for Small Businesses 1,528,972 1,208,121 1,534,422 1,141,944

(b) Additionally, at December 31, 2012, the Bank had contracts for capital
expenditure in the amount of $2,864,722 (2011:$1,154,762).

Other income includes management fees received as follows:

$ $
Industrial Credit Fund 236,274 196,450
Housing Credit Fund 579,161 560,528

815,435 756,978
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14

RETIREMENT
BENEFITS

At December 31, 2012, the Bank owned and/or managed certain entities. The gross
assets as disclosed in the entities’ financial statements are as follows:

. 2012 2011

$ $

Export Credit Insurance 10,609,228 10,315,123
Small Business Guarantee 9,982,046 9,694,238
Industrial Credit Fund 132,968,714 128,547,191
Housing Credit Fund 168,189,997 162,770,907
321,749,985 311,327,459

The Bank has established a non-contributory retirement plan for the benefit of its
employees. The plan is a defined benefit plan. The assets of the plan are held in
separate trust administered funds. A full actuarial valuation is obtained from an
independent valuer at least every three years and a review is done annually. The most
recent valuation carried out at December 31, 2012 revealed the following:

$ $
Fair value of plan assets 126,872,532 120,563,485
Actuarial present value of liabilities 130,207,774 121,686,692
Unfunded liability (3,335,242 (1,123,207)

The actuarial present value of the liabilities was determined using the Projected Unit
Method. The principal assumptions used in the latest valuation were:

Rate of return of assets 6% per annum 6% per annum
Rate of salary inflation and promotional increases 4% per annum 4% per annum
Rate of escalation of NIS Ceiling 3% per annum 3% per annum

Rate of pension increases 2% per annum 2% per annum

The actuary has recommended that a funding rate of 12.66% (2011: 12.73%) of covered
payroll be used for new benefits. Consequently the deficit will be funded by a rate
of 1.21% over a period of fifteen (15) years. In 2011 the rate of 0.42% was applied to
the amortization of the surplus over a similar period of fifteen (15) years. The total
recommended funding rate of 13.87% (2011: 13.15%) of covered payroll should obtain
until the next valuation.
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Pursuant to a decision of the Board on January 26, 2012, the Bank, by mutual

15 agreement exited the Barbados Investment Fund (“BIF”) and received distributions
of $5,905,830, which represent a return of capital and accumulated earnings. This
OTHER amount was recognised as income and charged to the Profit and Loss Account.
INCOME Previous contributions to the Fund were expensed as incurred.

[

The Bank is exempt from corporation tax in accordance with Section 56 of the Central
Bank of Barbados Act, Cap. 323C.

TAXATION
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