


WORKING WITH OUR
CLIENTS TO BUILD A BETTER
ST. KITTS AND NEVIS

i NGE HEALTE CARE FACILITY

The Grange Health Care Facility - Ottley’s Village, St. Kitts

All Solutions International - Manufacturing/Cabinets - CAP Southwell Industrial Site, St. Kitts
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Arthur Eddy Trucking -

Ellis Phillip
Agriculture/Crops -
Potworks, Nevis

Catherine Forbes, Education - Nevis Alston Smithen, Hospitality / Taxi - Nevis
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DEVELOPMENT BANK OF SAINT KITTS AND NEVIS
AUDITORS REPORT
TO THE HONOURABLE MINISTER OF FINANCE

We have audited the financial statements on pages 19 to 40 which have been prepared under
the historical cost convention and the accounting policies set out on pages 28 to 30.

The Bank’s directors are responsible for the preparation of the financial statements. It is our
responsibility to form an independent opinion, based on our audit, on those statements and to
report our opinion to you.

We conducted our audit in accordance with Generally Accepted Auditing Standards. An
audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements. It also includes an assessment of the significant
estimates and judgements made by the directors in the preparation of the financial
statements, and whether the accounting policies are appropriate to the Bank’s circumstances,
consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations
which we considered necessary in order to provide us with sufficient evidence to give
reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or other irregularity or error. In forming our opinion we also
evaluated the overall adequacy of the presentation of information in the financial statements.

In our opinion these financial statements fairly represent the Bank’s affairs as at December 31,
2007 and the results of its operations and its cash flow for the year then ended.

/ﬂimwug: ¢ A srocinles
SIMMONDS AND ASSOCIATES
Chartered Accountant

ST.KITTS

April 11, 2008
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BALLANCE SHEET
AS AT DECEMBER 31, 2007

Notes 2007
2

ASSETS $ 0;) 6

Current Assets

Cash in Hand and at Bank 1 1,012,409 1,984,649

Term Deposits 2 2,955,016 2,591,501

Accounts Receivable 3 264,713 236,933

Interest Receivable 4 7,986,214 5,805,857

Loans Receivable 5 102,829,285 121,052,989

Unrealized Foreign Exchange Loss 6 21,251 23,736

Total Current Assets 115,068,888 131,695,665

Other Assets

Prepayments 7 44,055 36,030

Long-term Assets

Loans Receivable 5 156,254,792 114,901,444

Investment 8 140,000 140,000

Total Long-Term Assets 156,394,792 115,041,444

Fixed Assets 9 7,394,137 7,734,719

TOTAL ASSETS 278,901,872 254,507,858
LIABILITIES

Current Liabilities

Bank Overdraft 10 2,806,779 3,446,434

Loans instalments payable within one year 11 90,760,024 80,887,043

Accounts Payable and Accruals 12 1,088,208 1,360,012

Interest Payable 13 7,711,400 7,306,538

Current Account - Agency 14 6,489,173 2,618,005

Certificates of Deposits 15 27,556,832 24,790,136

Total Current Liabilities 136,412,416 120,408,168

Deferred Advance 16 1,914,042 1,588,090

Long Term Loans Payable 11 108,638,073 104,775,290

110,552,115 106,363,380

SHAREHOLDER’S EQUITY

Share Capital 17 10,780,000 10,780,000

Reserves 18 5,807,160 4,749,072

Retained Earnings 15,350,181 12,207,238
TOTAL SHAREHOLDER’S EQUITY 31,937,341 27,736,310
TOTAL LIABILITIES AND SHAREHOLDER’S EQUITY 278,901,872 254,507,858
DIRECTOR: é/{w it DIRECTOR: —~

Elvis Newton Rubie Taylor

The attached notes form an integral part of these financial statements

DEVELOPMENT BANK OF SAINT KiTTS AND NEVIS
ANNUAL RePORT 2007




STATEMENT OF RETAINED EARNINGS

FOR THE YEAR ENDED DECEMBER 31, 2007

Notes 2007 2006
$ $

RETAINED EARNINGS
At Beginning of Year 12,207,238 10,982,602
Prior Year Adjustment 19 (31,320) (29,479)
Net Profit for the Year 4,232,351 1,672,153
16,408,269 12,625,276
Transfer to Reserves 18 (1,058,088) (418,038)
RETAINED EARNINGS - At End of Year 15,350,181 12,207,238

The attached notes form an integral part of these financial statements
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INCOME AND EXPENDITURE ACCOUNT

FOR THE YEAR ENDED DECEMBER 31, 2007

2007 2006
$ $
INCOME
Interest Earned on Loans and Deposits 23,353,624 20,067,034
Less: Interest Expense on Loans and Deposits 14,230,773 14,230,229

Net Interest from Loans and Deposits 9,122,851 5,836,805
Interest on Term Deposits 201,418 214,159
Agency Fees 753,503 896,425
Miscellaneous 547,259 725,084

Profit on Sale of Motor Vehicles - 11,000

NET OPERATING INCOME 10,625,031 7,683,473
LESS OTHER EXPENSES:

Staff Costs 2,313,307 2,401,053
Administration Expenses 971,683 1,032,844
Depreciation and Amortization 408,402 441,845
Bad Debt Expense 2,215,557 1,964,188
Audit Fees 47,000 47,000
Finance and Interest Charges 418,581 91,453

TOTAL OTHER EXPENSES 6,374,530 5,978,383
Net Income before Foreign Exchange Translations 4,250,501 1,705,090
Realized Foreign Exchange (Loss) (18,150) (32,937)
Net Income after Foreign Exchange Translation 4,232,351 1,672,153

The attached notes form an integral part of these financial statements
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CASH FLOW STATEMENT

FOR THE YEAR ENDED DECEMBER 31, 2007

2007 2006
$ $
NET CASH FLOW FROM OPERATING ACTIVITIES (Note 2) 63,907 (14,006,873)
Return on Investment and Servicing of Finance
Interest Received 201,418 214,159
Interest Paid (14,230,773) (14,230,229)

(14,029,355) (14,016,070)

Capital and Deferred Expenditure
Purchase of Tangible Assets (67,820) (172,018)

Management of Liquid Resources

Short Term Deposits (363,515) (339,354
FINANCING ACTIVITIES

Proceeds from Sale of Motor Vehicles - 51,000

Draw Down on Loans 23,853,320 38,230,018

Repayment on Loans (9,789,122) (11,832,908)

14,064,198 26,448,110

(DECREASE) IN CASH IN YEAR !332,585) !2,086,205)

The attached notes form an integral part of these financial statements
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NOTES TO THE CASH FLOW STATEMENT

FOR THE YEAR ENDED DECEMBER 31, 2007

1 RECONCILIATION OF NET CASH FLOW

TO MOVEMENT IN NET DEBT

Deposits received during the year

(Decrease) in cash during the year

Loan Draw Downs during the year

Loan Repayments during the year

Increase in Unrealised Foreign Exchange Gains

Movement in Net Debt in the year
Net Debt - January 01, 2007

Net Debt - December 31, 2007

RECONCILIATION OF OPERATING PROFIT TO
NET CASH FLOW FROM OPERATING ACTIVITIES

Operating Profit

Interest Received

Interest Paid

Depreciation

Amortisation

Prior Year Adjustment

Provision For Bad Debts

Profit on Sale of Motor Vehicles
(Increase)/Decrease in Prepayments
(Increase)/Decrease in Accounts Receivable
(Increase)/Decrease in Interest Receivable
Increase/ (Decrease) in Current Account - Agency
Increase in Loans Receivable

Decrease in Subscriptions Receivable

Increase in Deposits

(Decrease)/Increase in Accounts Payable and Accruals
Increase/(Decrease) in Interest Payable

Net Cash Flow from Operating Activities

ANALYSIS OF CHANGES IN NET DEBT

Cash at Bank and in Hand
Bank Overdraft
Certificates of Deposits

Long Term Loans
Deferred Advance

NET DEBT

2007

$

(2,766,696)

(332,585)

(23,853,320)
9,789,120
2,485

(17,160,996)

(213,502,345)

2006

(1,996,270)
(2,086,205)
(38,230,018)
11,832,908
9,007

(30,470,578)

(182,439,161)

(230,663,341) (212,909,739)

4,232,351 1,672,153

(201,418) (214,159)

14,230,773 14,230,229

247,355 280,798

161,047 161,047

(31,320) (29,479)

2,215,557 1,964,188

- (11,000)

(8,024) 12,128

(27,780) 33,568

(2,180,357) 8,221,261

3,871,169 (1,591,567)

(25,345,201) (41,588,705)

- 500,000

2,766,696 1,996,270

(271,804) 858,526

404,863 (502,131)

63,907 (14,006,873)

January/01 December/31

2007 Cash Flow 2007

1,984,649 (972,240) 1,012,409
(3,446,434) 639,655 (2,806,779)
(24,790,136) (2,766,696) (27,556,832)
(185,662,334) (13,735,763) (199,398,097)
(1,588,090) (325,952) (1,914,042)
(213,502,345 (17,160,996) (230,663,341)




STATEMENT OF CHANGES IN SHAREHOLDER’S EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2007

Balance at December 31, 2005
Net Income for Year
Prior Year Adjustment (Note 19)

Transfer To Reserves (Note 18)

Balance at December 31, 2006
Net Income for Year
Prior Year Adjustment (Note 19)

Transfer To Reserves (Note 18)

Balance at December 31, 2007

Share
Capital Reserves

$ $

10,780,000 4,331,034
- 418,038

10,780,000 4,749,072
- 1,058,088

10,780,000 5,807,160

DEVELOPMENT BANK OF SAINT KiTTS AND NEVIS
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Retained
Earnings Total
$ $
10,982,602 26,093,636
1,672,153 1,672,153
(29,479) (29,479)
(418,038) :
12,207,238 27,736,310
4,232,351 4,232,351
(31,320) (31,320)
(1,058,088) i
15,350,181 31,937,341




LONG-TERMLOANSPAYABLE
Number Particulars
(a) Loan No. Third

3/SFR-OR-STK-N

(b) Loan No.
5/SFR-OR-STK-N

(c) Loan No.
11/SFR-OR-STK-N

(d) Loan No.

Consolidated Line
of Credit

Fourth
Consolidated Line
of Credit

Fourth
Consolidated Line
of Credit

Fifth Consolidated

13/SFR-OR-STK-N Line of Credit

Total Carried Forward

25

SCHEDULE TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31,

2007

Amount of
Loan

$

US$3,500,000

US$ 500,000

US$3,000,000

US$2,600,000

US$ 920,000

US$2,600,000

US$4,000,000
US$3,000,000

Rate of
Interest

2.00%

6.10%

2.00%

6.10%

2.50%

6.10%

2.50%
6.10%

Balance
at 31/12/2007
$
EC$ 4,101,666

EC$ 67,373

EC$ 3,932,602

EC$ 1,638,397

EC$ 1,911,113

EC$ 5,400,534

EC$ 6,388,403
EC$ 6,532,320

ECs$ 29,972,408

Repayment Terms

1The 2% portion of the loan is
repayable in eighty (80), and the
6.10% portion of the loan in sixty
(60), quarterly instalments payable
in US Dollars.

2 First instalment on the 2% portion
of the loan was paid on
December 31, 1996 while that on
the 6.10% portion was paid in
October 1995.

3 Other instalments on the loan
will be due on March 15, June
30, September 30 and December
31 annually.

1 The 2% portion of the loan is
repayable in eighty (80) quarterly
equal instalments.

2The 6.10% portion of the loan
is repayable in sixty (60) equal
quarterly instalments. Date for
repayment commenced September
30, 1997.

1 Sixty (60) equal and consecutive
quarterly instalments commenced
September 30, 2005 eight years
after the date of first disbursement
on May 08, 1997.

1 Sixty (60) equal and consecutive
quarterly instalments commenced
Sept. 30, 2005 six years after the
date of first disbursement on June
07, 1999.

Security

The Government of St
Kitts and Nevis has
entered into agreement
with CDB guaranteeing
the loan obligation of
the Borrower.

Government of St Kitts
and Nevis Guaranteed
the loan.

The Government of St
Kitts and Nevis has
entered into agreement
with CDB guaranteeing
the loan obligation of
the Borrower.

The Government of St
Kitts and Nevis has
entered into agreement
with CDB guaranteeing
the loan obligation of
the Borrower.
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LONG-TERMLOANSPAYABLE

Number

Total Brought Forward

(e) Loan No.

(f) Loan No.
18/SFR-OC-STK-N

(g) EIB - 20692

(h) Social Security
Board Loan

(i) Social Security
Board Loan

(G) Social Security
Board Loan - Building

(k) Social Security
Board Loan -Building

(1) Social Security Student Loan

Total Carried Forward

26

SCHEDULE TO THE FINANCIAL STATEMENTS

Particulars

Seventh Consolidated
17/SFR-OR-STK-N Line of Credit

Fifth Student Loan

FOR THE YEAR ENDED DECEMBER 31,

2007

Amount of Rate of
Loan Interest
$

US$4,733,000 2.50%
US$5,167,000 6.10%
US$4,500,000 6.10%
US$ 500,000 2.50%
EUROS 4,000,000 6.00%
EC$5,000,000 6.00%
EC$6,000,000 5.00%
EC$5,000,000 7.00%
EC$4,000,000 7.50%
EC$5,000,000 8.00%

Balance

Repayment Terms

at 31/12/2007

ECs$

ECs$
ECs$

ECs$
ECs$

ECs$

ECs$

ECs$

ECs$

ECs$

ECs$

ECs$

$
29,972,408

12,329,796
13,460,475

12,045,548
178,980

9,185,418

5,000,000

6,000,000

5,000,000

3,734,185

5,000,000

101,906,810

1 The loan is repayable in 60 equal
and consecutive quarterly
payments commencing five years
after the first disbursement, 14
August 2002.

-

The loan is repayable in 60 equal
and consecutive quarterly
payments commencing five years
after the first disbursement, 26
May 2004.

1 Ten annual instalments
commencing on July 15, 2004.

-

Repayable at the end of ten years
after date of first drawdown,
August 16, 2000.

-

Repayable at the end of fifteen
years after first drawdown,
September 03, 1997

-

Repayable over 25 years
commencing 30 April, 2011 in
semi-annual payments of
$234,136.41

-

Repayable over 10 years with
semi-annual payments of
$289,071.83 commencing 28
February, 2007

1 Loan negotiations are on going.

Security

The Government of St
Kitts and Nevis has entered
into agreement with CDB
guaranteeing the loan
obligation of the Borrower.

The Government of St Kitts
and Nevis has entered into
agreement with CDB
guaranteeing the loan
obligation of the Borrower.

Government of St Kitts and
Nevis Guaranteed the loan.

Government of St Kitts and
Nevis Guaranteed the loan.

Government of St Kitts and
Nevis Guaranteed the loan.

Memorandum of Mortgage
over Bank’s property.

Debenture on all loan assets
in connection with the loan
advance.
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LONG-TERMLOANSPAYABLE

Number Particulars

Total Brought Forward

(m) Social Security Board
Personal Development Funds

(n) SKNA National Bank Ltd.

(o) ECHMB KDB POOL #3

(p) Bank of Nevis 1

(q) Bank of Nevis 2

(r) Bank of Nevis 3

Add: Loss on Foreign Exchange

Total long-term loans payable (See note 11 (a))
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SCHEDULE TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2007

Amount of Rate of
Loan Interest
$
EC$3,000,000 8.00%
EC$79,809,061 8.50%
EC$6,000,000 9.00%
EC$5,000,000 9.00%
EC$5,000,000 9.00%
EC$5,000,000 9.00%

Balance

Repayment Terms

at 31/12/2007
$

EC$ 101,906,810

EC$ 2,849,530
EC$ 79,809,061
EC$ 4,314,248
EC$ 2,128,284
EC$ 3,499,891
EC$ 4,574,184
EC$ 316,089

ECS$ 199,398,097

1 Payable in ten equal semi annual
payments of $220,826.29 effective
04 October 2007.

1 Repayable in one lump sum
payment.

1 Repayment commenced 28
February 2006 and due monthly
thereafter. Instalments are based on
the aggregate of loan instalments
in mortgage pool.

1 Repayment commenced 24
November, 2005 and monthly
thereafter. Instalments are
calculated on portfolio balances at
a rate of 9.00% per annum.

1 Repayment commenced on 8 June
2006 and monthly thereafter.
Payments are calculated on the the
aggregate of instalments in pool.

1 Repayment commenced on 14
September 2007 and monthly
thereafter. Payments are calculated
on the aggregate of instalments in
pool.

Security

Floating debenture on the
equivalent value of
Development Bank of
St.Kitts and Nevis assets.

Government of St Kitts snd
Nevis Guaranteed the loan.

Consumer Loans are
purchased by the Eastern
Caribbean Home Mortgage
Bank through a factoring
arrangement with recourse.

Consumer Loans are
purchased by Bank of Nevis
with recourse.

Consumer Loans are
purchased by Bank of Nevis
with recourse

Consumer Loans are
purchased by Bank of Nevis
with recourse if default of
three consecutive
instalments
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STATEMENT OF ACCOUNTING POLICIES
FOR THE YEAR ENDED DECEMBER 31, 2007

ESTABLISHMENT AND PRINCIPAL ACTIVITY

The Bank was established on May 22 1981, by the Development Bank of Saint Kitts and Nevis Act
1981, to provide financial assistance to development enterprises in the State and for matters connected
therewith or incidental thereto.

Transfer of Assets and Liabilities

Upon the commencement of the Development Bank of Saint Kitts and Nevis Act 1981, Section 29
(1) of the Principal Act provided that: -

(2) Allland and other property of every kind vested immediately before the commencement of this
Act in the Development and Finance Corporation established under the Development and Finance
Corporation Act, 1968; and

(b) All rights, privileges and advantages and all liabilities and other obligations to which
immediately before the commencement of this Act the Development and Finance Corporation
is entitled or subject, are hereby transferred and assigned to or conferred upon the Bank for the
purpose of this Act.

Amendment of the Principal Act

Section 7 of the Development Bank of Saint Kitts and Nevis (Amendment) Act 1983-2 makes special
provision for certain accounts transferred to the Bank by Section 29 of the Principal Act as follows:-

(a) The Bank shall keep its accounts in respect of loans to which this section applies, the
accounts in respect to its other business.

(b) This section applies to any loan made by or to the Development and Finance Corporation
established by the Development and Finance Corporation Act 1968 and still due to or owing by
the Development and Finance Corporation at the commencement of this Act where it is
determined by agreement between the Government and the Caribbean Development Bank the
amounts due to or owing by the Bank in respect of such loans are not to be treated as part
of the assets or liabilities of the Bank.

(c) The accounts kept by the Bank in respect of loans to which this section applies shall not
form part of the Accounts of the Bank for the purpose of audit under sub-section (2) of
Section 15 of this Act.

(d) Any principal or interest repaid to or recovered by the bank in respect of any loan to which this
section applies, shall be treated as part of the Government’s equity contribution to the Bank.

DEVELOPMENT BANK OF SAINT KiTTS AND NEVIS
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STATEMENT OF ACCOUNTING POLICIES
FOR THE YEAR ENDED DECEMBER 31, 2007

2 SIGNIFICANT ACCOUNTING POLICIES
(a) Currency Translation

All amounts are expressed in Eastern Caribbean Dollars.
During the period, transactions involving foreign currencies have been converted into Eastern
Caribbean Dollars at the rates of exchange ruling at the dates of those transactions.

Long-term liabilities repayable in foreign currencies have been translated into Eastern Caribbean
Dollars at the exchange rates prevailing at the Balance Sheet date shown as follows:-

US$1 EC$2.7084
EURO1 =  EC$3.8984

Foreign Exchange Losses and Gains arising from translation of long-term liabilities, repayable in
foreign currencies, are not included in the Income and Expenditure Account. They are deferred
pending realization thereof on commencement of repayment of related loans.

(b) Fixed Assets

Fixed Assets are stated at cost and are being depreciated on a straight line basis at annual rates
estimated to write off the assets over their expected useful lives.

(c) Reserve Fund

Section 14 of the Development Bank of Saint Kitts and Nevis Act 1981 requires that the Bank
set aside each year out of Net profits (if any) of the Bank, a minimum of twenty five per cent of
the profits towards a reserve fund to meet contingencies and for such other purposes as the
Bank may think fit until the total amount standing to the credit of such reserve fund shall
amount to a sum equal to its paid-up capital.

DEVELOPMENT BANK OF SAINT KiTTS AND NEVIS
ANNUAL RePORT 2007




2

STATEMENT OF ACCOUNTING POLICIES
FOR THE YEAR ENDED DECEMBER 31, 2007

SIGNIFICANT ACCOUNTING POLICIES (cont’d)
(a) Interest Income

The Bank has adopted a policy to recognize interest on non-performing loans only as and when
itis paid.

Non-performing loans are categorized as those that are three months or over in arrears.

(b) Bad and Doubtful Debts
Bad debts are written off when the extent of the loss incurred has been confirmed. Specific
provisions are made against advances if in the opinion of the Directors recovery is doubtful. The

aggregate provisions, which are made during the year, are charged against operating profits.

In addition to the specific provisions, a general provision is made on the remaining loan portfolio
balance after the specific provisions are made on the following basis: -

General Loans 1.5%
Mortgage Loans 1.5%
Student Loans 1.0%

(c) Agency Fees

The Bank performs agency services through arrangements with a number of third parties whereby
it receives administration fees.

In addition, the Bank recovers ten percent (10%) of its administrative expenses from its Agency
division, that is, its Industrial Estate and SEDU units.

(d) Comparative Figures
Certain changes in presentation of figures may be made in the Financial Statements. Whenever

this occurs comparative figures would be restated accordingly. In 2007 Notes 11, 12 and 15 have
been restated.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2007

1 CASH IN HAND AND AT BANK

Cash In Hand
Cash At Bank - Nevis Investment Account
- EIB
- ECCB
- US Account
- Call Account

- Bank of Nevis Account

2 TERM DEPOSITS
This comprise the following:-

Treasury Bills

Bond In Barbados
CMMB USD Investment

3 ACCOUNTS RECEIVABLE
This comprise the following :-

Investment Income Receivable
Sundry Accounts

4 INTEREST RECEIVABLE
Gross Interest Due On Loans
Interest Not Taken Into Revenue

Net Interest Taken
Provision For Interest Losses

2007

1,900
4,185
7,982
2,199
195,462
708,560

92,121

1,012,409

1,100,000
1,364,356

490,660

2,955,016

81,920

182,793

264,713

16,993,271

8,882,814

8,110,457

(124,243)

7,986,214

2006

1,900
12,498
10,515

1,629,368
113,396
216,972

1,984,649

1,057,692
1,261,451

272,358

2,591,501

82,671

154,262

236,933

14,057,925

8,127,825

5,930,100

(124,243)

5,805,857
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

2007
$
5 LOANS RECEIVABLE

General Loans 156,115,224
Mortgage Loans 48,380,812
Student Loans 65,782,319
270,278,355

Less Provision for Losses !11,194,278)
259,084,077
Current Portion 102,829,285
Long Term Portion 156,254,792
259,084,077

2006

145,172,605
42,128,397

58,938,541

246,239,543

(10,285,110)

235,954,433

121,052,989

114,901,444

235,954,433

At December 31, 2007 the principal outstanding on non-performing loans amounted to $29,165,774.84

(2006: $30,697,325.58).

6 UNREALISED FOREIGN EXCHANGE LOSS 21,251

This amount represents unrealised loss arising from the translation of long-term loans
denominated in foreign currencies into Eastern Caribbean Currency as at December 31, 2007
in accordance with the Accounting Policies as stated in Section 2 (a) of the Statement of
Accounting Policies.

7 PREPAYMENTS

Insurance Premiums 27,536
Other 16,519
44,055

8 INVESTMENT

Cariglobe Telecommunications Limited:-
140,000 ordinary shares @ $1.00 each 140,000
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23,736

25,920
10,110

36,030

140,000




9 FIXED ASSETS

Cost
At January 1,2007

Additions
At December 31, 2007

Accumulative Depreciation

At January 1,2007
Charge for year
At December 31, 2007

Net Book Value

At December 31, 2007
At December 31, 2006

33

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2007

Total

9,180,844
67,320
9,248,664

1,446,125
408,402
1,854,527

—_—

7,394,137
7,734,719

Property -
Land

1,010,000

1,010,000

1,010,000
1,010,000

Office

Furniture

& Equipment

$

1,519,973
67,820
1,587,793

1,052,054
228,155
1,280,209

—_—t

307,584
467,919

Motor
Vehicles

$

209,000

209,000

72,200
19,200

91,400

117,600
136,800

DBSN
Head-
Quarters
$

6,441,871

6,441,871

321,871
161,047
482,918

-

5,958,953
6,120,000
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2007
$
10 BANK OVERDRAFTS
Administration Account 28,788
Bank of Nevis Account -
Investment Account 2,777,991

2,806,779

2006

49,232
902,026

2,495,176

3,446,434

The Bank overdrafts are with the St Kitts-Nevis-Anguilla National Bank Limited and the Bank of Nevis

Limited.

These overdrafts are secured by the assignment of the Treasury Bills in the amount of $1,100,000.00 issued
by the Government of St Kitts and Nevis and executive flexible annuity investment with CLICO

International Life Insurance of $1,137,211.33.

The overdraft facility with St. Kitts - Nevis - Anguilla National Bank Limited is currently EC$4,000,000 and bears

interest at the rate of 10.5% per annum. The facility expires on April 30, 2008.

The other overdraft facility is established with the Bank of Nevis Limited at the rate of 9.5% per annum.The

facility expires on December 31, 2008.
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2007 2006
$ $
11 LONG-TERM LOANS PAYABLE
(a) Summary
Current Portion
Bank of Nevis Limited 3,603,684 2,283,471
Caribbean Development Bank 5,040,652 3,262,012
Eastern Caribbean Home Mortgage Bank 60,129 57,784
European Investment Bank 1,451,016 1,148,894
Social Security Board 795,482 578,144
St. Kitts-Nevis-Anguilla National Bank Limited 79,809,061 73,556,738
90,760,024 80,887,043
Long Term Portion
Bank of Nevis Limited 6,598,674 5,679,937
Caribbean Development Bank 63,262,645 65,943,612
Eastern Caribbean Home Mortgage Bank 4,254,119 4,242,344
European Investment Bank 7,734,402 9,487,541
Social Security Board 26,788,233 19,421,856
108,638,073 104,775,290
Total Loans  (schedule to the Financial Statements - page 27) 199,398,097 185,662,333

(b)

Losses on Foreign Exchange

The Loan Agreements with the Caribbean Development Bank stipulate that the principal of the
Loans shall be repayable in respective currencies withdrawn from the Loan Account, that is, the
amount repayable in each currency shall be the amount withdrawn in that currency. The amounts
outstanding as at December 31, 2007 are repayable in US Dollars and Euros.

Owing to the fluctuation of currency exchange rates, the amount repayable in equivalent Eastern
Caribbean Currency on loans is different to that which was actually received. Hence, the unrealised
losses indicated in the schedule to the the Financial Statements on page 27. The unrealised losses
have been deferred, pending realisation thereof on repayment of related loans.

The European Investment Bank loan comprise the aggregate amount of XCD received by The
Borrower converted from Euros on the dates of receipt by The Borrower at the spot buying rate
for Euros in St. Kitts and Nevis, as certified by the Eastern Caribbean Central Bank (ECCB) and
notified to The Bank by The Borrower.

XCD have therefore been used in determining the liability of the loan received from the European Investment
Bank at December 31, 2007.

DEVELOPMENT BANK OF SAINT KiTTS AND NEVIS
ANNUAL RePORT 2007




NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

LONG-TERM LOANS PAYABLE CONT’D

(c) Repayment Terms and Security

Details of repayment terms and security for Caribbean Development Bank Loans, European
Investment Bank, Social Security Board, Eastern Caribbean Home Mortgage Bank and Bank of
Nevis Loans are given in the schedule to the Financial Statements on pages 25 to 27.

Pools of loans are factored by Bank of Nevis Limited and the Eastern Caribbean Home Mortgage Bank
with recourse conditions.

2007 2006
$ $
12 ACCOUNTS PAYABLE AND ACCRUALS
These are comprised of :-
Legal Fees 611,470 821,835
Sundry Accounts 476,738 538,177
1,088,208 1,360,012
13 LOAN INTEREST PAYABLE
This is comprised of:
Loan Interest 2,120,423 2,209,410
Deposits 5,590,977 5,097,128
7,711,400 7,306,538
14 CURRENT ACCOUNT AGENCY

6,489,173 2,618,005

The amount reflects the net effect of transactions between the Agency division and the Development
Bank.
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2007 2006
$ $
CERTIFICATES OF DEPOSITS
Social Security Board 8,532,836 8,000,000
St. Kitts-Nevis-Anguilla National Bank Limited 16,214,261 14,673,522
Security Deposits 2,809,735 2,116,614

27,556,832 24,790,136

The Certificates of Deposits from the Financial Institutions are for periods ranging from 91 to 365 days.
Individual clients are required to make cash deposits to secure their loans.

DEFERRED ADVANCE 1,914,042 1,588,090
A tripartite agreement was established between the Government of Saint Kitts and Nevis, the
Development Bank of Saint Kitts and Nevis and the Stanford Group of Companies. The arrangement
provides a revolving fund of Ten Million Eastern Caribbean Dollars to encourage entrepreneurship

among citizens of the Federation.

Advances to the Bank are based on schedules of disbursements approved by a committee. Principal payments
made on loans are redeposited to the fund on a monthly basis to replenish the fund and enable it to revolve.

SHARE CAPITAL

Authorised - 20,000 Shares of $1,000 each 20,000,000 20,000,000
Paid-Up Capital: - -
10,780 Ordinary Shares of $1,000 each 10,780,000 10,780,000

RESERVES 5,807,160 4,749,072

In accordance with Section 14 of the Development Bank of Saint Kitts and Nevis Act 1981, EC$1,058,088.00
representing 25% of the surplus for the year ended December 31, 2007 has been transferred to Reserves.
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2007 2006
$ $
PRIOR YEAR ADJUSTMENT
Loan Interest Adjustments 29,100 14,300
Sundry 2,220 15,179

31,320 29,479

COMMITMENTS, CONTINGENT LIABILITIES AND GUARANTEES

(a) Commitments

As at December 31, 2007 the Bank was committed to make loans amounting to approximately
EC$11,271,000. (2006 - EC $6,648,542).

(b) Letters of Guarantee

A guarantee is a contract that contingently requires the guarantor to make payments to a
third party based on the occurence or non occurence of certain events.

Letters of guarantee are issued at the request of a Bank customer in order to secure the
customer’s payment or performance obilgations to a third party. These guarantees represent
an irrevocable obligation of the Bank to pay the third party upon receipt of a default
notification from the third party.

The guarantee expires sixty (60) days after the delivery of goods from the date of arrival of
the said goods. The security held by the Bank for these guarantees are the same as those held
for loans in general.

As at December 31, 2007 letters of guarantee totalled EC$89,658.

INCOME TAX

The Development Bank of Saint Kitts and Nevis Act 1981 is silent on the subject of income tax on
the profits generated by the Bank. However, in the opinion of the Directors of the Bank “ net
income” generated from the Bank’s operations will be exempted from income tax. Accordingly,
no provision for income tax has been made in these Accounts.
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21 RELATED PARTY TRANSACTIONS

In the ordinary course of business, the Bank provides normal financial services to its associates and other
related corporations on terms similar to those offered to non related parties. The Bank’s Board of Directors
and staff are granted loans on terms and conditions that are indicative of market rates.

2007 2006

a) Key Management Personnel $ $
Short term employee benefits paid 246,634 451,015
Post-employee benefits 25,304 6,326
Loan Receivable from Directors 685,402 606,722

The Development Bank of Saint Kitts and Nevis is wholly owned by the Government of St. Kitts
and Nevis. The Bank has several lines of credit that are guaranteed by the Government of St. Kitts and
Nevis as shown in the Schedule To Financial Statements on pages 25-27.

The table below summarises the financial position and the effect on the Income and Expenditure Statement
as a result of the Government’s relationship with the Bank.

PAYABLES RECEIVABLES
Provision for
Interest Interest Interest Interest Doubful
Funding Source Principal Payable Paid Principal Receivable Income Debts
Caribbean Development Bank 67,987,207 330 3,150,668 64,356,654 1,762,075 14,142,879 2,586,029
European Investment Bank 9,185,418 299,228 636,438 8,487,047 137,750 946,670 248,615
St. Kitts-Nevis-Anguilla 96,023,322 5,120,791 =
National Bank Limited
St. Kitts Sugar - - ; 84,856,449  2717,257 7,687,650
Manufacturing Corporation
La Vallee Greens - - = 12,453,866 80,694 1,161,335
St. Kitts Call Centre - - = 5,542,087 502,887 637,340
Bank of Antigua 1,914,042 - - 1,270,816 8,284 81,864
Totals 175,109,989 5,420,349 3,787,106 176,966,919 5208947 24,657,738 2,834,644
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

SECURITY

Caribbean Development Bank Loans

The Development Bank of Saint Kitts and Nevis have obtained several lines of credit from the Caribbean Development
Bank. These loans are all guaranteed by the Government of St. Kitts and Nevis. As part of the Loan Agreements,
Caribbean Development Bank requires the Government of St. Kitts and Nevis to make capital injections into the

Development Bank of St. Kitts and Nevis. The loans are all secured on the consolidated funds of the Government of
St. Kitts and Nevis.

European Investment Bank

The loan is secured by the Government of St. Kitts and Nevis Consolidated Funds.

St. Kitts-Nevis-Anguilla National Bank Limited.

The Government of St. Kitts and Nevis intends to repay the loan from the St. Kitts-Nevis-Anguilla National Bank

Limited out of land sales. In view of the time required to survey and market the land a moratorium on payments of
two years will be required in order to make the appropriate arrangement to facilitate the sales.
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THE DEVELOPMENT BANK OF ST. KITTS AND
NEVIS WISHES TO SAY ‘THANKS TO ALL OUR
CLIENTS FOR THEIR CONTINUED PATRONAGE
DURING THE YEAR IN REVIEW.
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