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THE DEVELOPMENT BANK OF SAINT KITTS AND NEVIS

FINANCIAL STATEMENTS 

FOR THE YEAR ENDED DECEMBER 31, 2008



THE DEVELOPMENT BANK OF SAINT KITTS AND NEVIS

STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 31, 2008

Expressed in Eastern Caribbean Currency 

Notes 2008 2007

Assets $ $

Cash and balances with other banks 5 610,873          1,503,069        

Treasury bills 6 1,191,000       1,100,000        

Investment securities:

      available-for-sale 7 1,230,964       1,364,356        

Repurchase agreements 8 13,080,539     8,874,858        

Loans and advances to customers 9 188,727,525   257,479,028    

Land, building and equipment 10 7,184,826       7,347,508        

Intangible Assets 10 33,561            50,554             

Other assets 11 9,023,026       8,294,982        

Total assets 221,082,314   286,014,355    

Liabilities

Bank overdraft 12 3,338,952       2,806,779        

Deposits 13 32,043,543     27,556,832      

Due to agency division 14 10,682,954     6,483,653        

Borrowed funds 15 114,702,047   195,083,849    

Repurchase agreements 16 13,436,218     11,589,577      

Other liabilities 17 9,535,447       8,811,383        

Deferred advance 18 1,501,127       1,914,042        

Total liabilities 185,240,288   254,246,115    

Equity

Share capital 19 10,780,000     10,780,000      

General reserves 20 6,795,769       5,805,198        

Retained earnings 18,266,257     15,183,042      

Total equity 35,842,026     31,768,240      

Total liabilities and equity 221,082,314   286,014,355    

These financial statements were approved by the Board of Directors on April 15, 2009  and  signed

on its behalf by:

Director

Elvis Newton

Director

Rubie Taylor
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THE DEVELOPMENT BANK OF SAINT KITTS AND NEVIS

STATEMENT OF COMPREHENSIVE INCOME 

FOR THE YEAR ENDED DECEMBER 31, 2008

Expressed in Eastern Caribbean Currency 

Notes 2008 2007

$ $

Interest Income - loans and advances 22,151,597       P 23,353,624      

Interest expense 21 11,607,886       Q 14,230,773      

Net interest income 10,543,711       9,122,851        

Investment income 338,512            R 201,418           

Other income 22 1,358,880         S 1,300,762        

Operating income 12,241,103       10,625,031      

Impairment losses on loans and advances 3,865,375         T 2,215,557        

General and administrative expenses 23 4,413,445.70    U4,181,048.00   

8,278,821         6,396,605        

Total Comprehensive Income for the year 3,962,282         4,228,426        
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Share Reserves Retained Total

Capital Earnings

(Note 19) (Note 20)

$ $ $ $

Restated Balance as at December 31, 2006 10,780,000   4,748,091  12,040,558   27,568,649    

Profit for the year -                -             4,228,426     4,228,426      

Adjustments (28,835)         (28,835)          

Statutory Transfer -                1,057,107  (1,057,107)    -                 

Restated Balance as at December 31, 2007 10,780,000   5,805,198  15,183,042   31,768,240    

Profit for the year -                -             3,962,282     3,962,282      

Adjustments -                -             111,504        111,504         

Statutory Transfer -                990,571     (990,571)       -                 

Balance as at December 31, 2008 10,780,000   6,795,769  18,266,257   35,842,026    
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THE DEVELOPMENT BANK OF SAINT KITTS AND NEVIS

STATEMENT OF CHANGES IN SHAREHOLDER'S EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2008
Expressed in Eastern Caribbean Currency 



THE DEVELOPMENT BANK OF SAINT KITTS AND NEVIS

STATEMENT OF CASH FLOW

FOR THE YEAR ENDED DECEMBER 31, 2008

Expressed in Eastern Caribbean Currency 

Notes 2008 2007

$ $

Cash flow from operating activities

Operating profit 3,962,282          4,228,426          

Adjusted for:

Depreciation and amortisation 10 and 23 336,266             412,327             

Profit on disposal of land, building and equipment 22 (10,000)              -                     

Loan loss provision 3,865,375          2,215,557          

Prior Year Adjustment 111,504             (28,835)              

Interest expense 11,607,886        14,230,773        

Interest income (338,512)            (201,418)            

Unrealized foreign exchange (gain) (21,573)              (2,485)                

Operating profit before changes in working capital 19,513,228        20,854,345        

Decrease/(Increase) in Loans and advances to customers 64,886,129        (25,517,682)       

(Increase) in other assets (728,044)            (2,216,162)         

Increase in deposits 4,486,711          2,766,696          

Increase in due to agency division 4,199,301          3,857,425          

Increase in other liabilities 724,064             133,057             

73,568,162        (20,976,666)       

Net cash generated from/(used in) operating activities 93,081,389        (122,321)            

Cash flow from investing activities

Decrease/(Increase) in investment securities 133,392             (102,905)            

Investment income 338,512             201,418             

(Increase) in repurchase agreements (4,205,680)         (189,220)            

Proceeds from disposal of land, building and equipment 30,000               -                     

Purchase of land, building and equipment 10 (171,733)            (23,851)              

Purchase of Intangible Assets 10 (4,858)                (43,969)              

Net cash used in investing activities (3,880,368)         (158,527)            

Net cash provided/(used in) operating and investing activities 89,201,022        (280,848)            

7



        THE DEVELOPMENT BANK OF SAINT KITTS AND NEVIS

STATEMENT OF CASH FLOW

FOR THE YEAR ENDED DECEMBER 31, 2008

Expressed in Eastern Caribbean Currency 

Notes 2008 2007

$ $

Cash flow from financing activities

Proceeds from borrowed funds 9,245,525          23,318,895        

Loan repayments on borrowed funds (89,605,755)       (9,594,768)         

Proceeds from repurchase agreements 1,846,641          389,564             

Net proceeds from deferred advances (412,915)            325,952             

Interest expense (11,607,886)       (14,230,774)       

Net cash (used in)/generated from financing activities (90,534,390)       208,869             

Net (decrease)/increase in cash and cash equivalents (1,333,368)         (71,979)              

Cash and cash equivalents: 

     at the beginning of the year (203,711)            (131,732)

     at the end of the year 24 (1,537,079)         (203,711)            

Represented by:

Cash and balances with other banks 178,955             1,012,408          

Bank overdraft (3,338,952)         (2,806,779)         

Treasury bills 1,191,000          1,100,000

Short-term investment 431,918             490,660

(1,537,079)         (203,711)            
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THE DEVELOPMENT BANK OF SAINT KITTS AND NEVIS 

 

NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED DECEMBER 31, 2008 

 

1 Incorporation 

 

The Bank was incorporated in Saint Kitts and Nevis on the 22
nd

 day of May, 1981 under the 

Development Bank of Saint Kitts and Nevis Act of 1981 amended in 1983 and is wholly owned 

by the Government of Saint Kitts and Nevis.  

 

Its principal activities are the provisions of financial assistance in educational programmes, the 

development of enterprises in the State, and matters incidental thereto.  

 

The Development Bank of Saint Kitts and Nevis is regulated by the Government of Saint Kitts 

and Nevis under the Ministry of Finance. 

 

The registered office of the Bank is located at the corner of Church and Central Streets, 

Basseterre, Saint Kitts. 

 

The Development Bank Act of 1981 is silent on the issue of corporation tax and as such no 

provisions are being made in the financial statements for corporation tax. 

 

As at December 31, 2007 and 2008 the Bank employed thirty-nine permanent and three 

temporary employees, and paid pension to one pensioner. 

 

2 Basis of preparation 

   

(a) Statement of compliance: 

 

The financial statements have been prepared in accordance with International Financial 

Reporting Standards and their interpretations adopted by the International Accounting Standards 

Board (IASB) and comply in all material respects with the provisions of the Development Bank 

of Saint Kitts and Nevis Act and The Prudential Guidelines as established by the Eastern 

Caribbean Central Bank. 

 

(b) Basis of measurement: 

 

The financial statements are prepared on the historical cost basis, except for the inclusion of 

certain investments at fair value. The methods used to measure fair values are discussed at note 

(k). 

 

(c) Functional and presentation currency: 

 

The financial statements are presented in Eastern Caribbean Currency, which is the functional 

currency of the Bank (the currency of the primary economic environment). 

  

 

 

 

9 

 

 



THE DEVELOPMENT BANK OF SAINT KITTS AND NEVIS 

 

NOTES TO THE FINANCIAL STATEMENTS  

FOR THE YEAR ENDED DECEMBER 31, 2008 CONTINUED 

 

2  Basis of preparation continued 

 

(d)  Use of estimates and judgments: 

 

The preparation of the financial statements in conformity with IFRS requires management to 

make estimates and assumptions that affect the reported amount of assets, liabilities, contingent 

assets and contingent liabilities at the balance sheet date and the income and expenses for the 

year then ended. Key areas where management have made difficult, complex or subjective 

judgments, often as a result of matters that are inherently uncertain, include those relating to 

allowance for credit losses and the fair value of financial instruments. Actual amounts could 

differ from these estimates.  

 

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to 

accounting estimates are recognized in the period in which the estimate is revised if the revision 

affects only that period or in the period of the revision and future periods if the revision affects 

both current and future periods. 

 

     (e)  Use of estimates and judgments: 

 

Judgment made by management in the application of IRFS that have significant effect on the      

financial statements and estimates with a significant risk of material adjustment in the next 

financial year are discussed below: 

 

Allowance for loan losses: 

 

In determining amounts recorded for impairment of loan losses in the financial statements, 

management makes judgments regarding indicators of impairment, that is, whether there is 

objective evidence such as repayment default and adverse economic conditions that suggests that 

there may be a measureable decrease in the estimated future cash flows from loans. Management 

also makes estimates of the likely estimated future cash flows from impaired loans as well as the 

timing of such cash flows. Historical loss experience is applied where indicators of impairment 

are not observable on individual significant loans and loans portfolio with similar characteristics 

such as credit risks. 

 

It is reasonable possible, based on existing knowledge, that outcomes with the next financial year 

that are different from these assumptions could require a material adjustment to the carrying 

amount reflected in the financial statements. 
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THE DEVELOPMENT BANK OF SAINT KITTS AND NEVIS 

 

NOTES TO THE FINANCIAL STATEMENTS  

FOR THE YEAR ENDED DECEMBER 31, 2008 CONTINUED 

 

3 Significant accounting policies 

 

(a)  Cash and cash equivalents 
 

Cash and cash equivalents, as mentioned in the statement of cash flows, comprise of cash on hand 

and short term funds and investments whose maturities are ninety days or less and are carried at cost 

which approximates market value. 

 

(b)   Property, plant and equipment 
 

Land is carried at historical cost. Buildings and equipment are carried at cost less accumulative 

depreciation and amortization. Costs include expenditure that is directly attributable to the 

acquisition of the asset.  

 

Subsequent costs 

 

The cost of replacing part of an item of property, plant and equipment is recognized in the carrying 

amount of the item if it is probable that the future economic benefits embodied within the part flow 

to the Bank and its cost can be measured reliably. The cost of day to day servicing of property, plant 

and equipment are recognized in the statement of comprehensive income. 

 

Depreciation and amortization 

 

Depreciation and amortization are recognized in profit or loss and are calculated using a straight line 

method at various rates which are estimated to write off the cost of the asset over their estimated 

useful life as follows: 

 

Furniture, fixtures, office machinery and equipment             20% to 33% per annum 

Data processing equipment                33 1/3% per annum 

Motor vehicles                 20% per annum 

Buildings                  2 ½% per annum   

 

The Bank performs impairment testing on its long lived assets when events or changes in 

circumstances indicate that an asset‟s carrying value may not be recoverable. 

 

(c)   Intangible Assets 
 

Computer software 

Acquired computer software licences are capitalized on the basis of the costs incurred to acquire and 

bring into use the specific software. These costs are amortised on the basis of the expected useful 

lives of such software which is three to five years (20% - 30% per annum). 

 

Costs associated with maintaining computer software programmes are recognized as an expense 

when incurred. 
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THE DEVELOPMENT BANK OF SAINT KITTS AND NEVIS 

 

NOTES TO THE FINANCIAL STATEMENTS  

FOR THE YEAR ENDED DECEMBER 31, 2008 CONTINUED 

 

3 Significant accounting policies….. continued 

  

Depreciation and amortization continued 
 

 

(d)  Impairment 
 

The carrying amounts of the Bank‟s assets, other than loan advances (see accounting policy (h), are 

reviewed at each balance sheet date to determine whether there is an indication of impairment. If any 

such indication exists, the asset‟s recoverable amount is estimated. An impairment loss is recognized 

whenever the carrying amount of an asset or its cash generating capacity exceeds its recoverable 

amount. Impairment losses are recognized in the profit or loss. Any accumulative loss in respect of 

an available-for-sale investment recognized previously in equity is transferred to profit or loss. 

 

Assets carried at amortised cost: 

The Bank assesses at each balance sheet date whether there is objective evidence that a financial 

asset or group of financial assets is impaired.  A financial asset or a group of financial assets is 

impaired and impairment losses are incurred if, and only if, there is objective evidence that 

impairment as a result of one or more events that occurred after the initial recognition of the asset (a 

„loss event‟) and that loss event (or events) has an impact on the estimated future cash flows of the 

financial asset or group of financial assets that can be reliably estimated.  Objective evidence that a 

financial asset or group of assets is impaired includes observable data that comes to the attention of 

the Bank about the following loss events: 

            i.            Significant financial difficulty of the issuer or obligator 

          ii.            A breach of contract, such as a default or delinquency in interest or principal 

payments; 

        iii.            The company granting to the borrower, for economic or legal reasons relating to the 

borrower‟s financial difficulty, a concession that the lender would not otherwise consider; 

        iv.            It becoming probable that the borrower will enter bankruptcy or other financial 

reorganisation; 

          v.            The disappearance of an active market for that financial asset because of financial 

difficulties; 

        vi.            Observable data indicating that there is a measurable decrease in the estimated future 

cash flows from a group of financial assets since the initial recognition of those assets, 

although the decrease cannot yet be identified with the individual financial assets in the 

group, including 

-          adverse changes in the payment status of borrowers in the group; or 

-          national or local economic conditions that correlate with defaults on the assets in the 

group.  
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THE DEVELOPMENT BANK OF SAINT KITTS AND NEVIS 

 

NOTES TO THE FINANCIAL STATEMENTS  

FOR THE YEAR ENDED DECEMBER 31, 2008 CONTINUED 

 

3 Significant accounting policies….. continued 

 

(d)  Impairment continued 
 

The Bank first assesses whether objective evidence of impairment exists individually for financial 

assets that are individually significant, and individually or collectively for financial assets that are 

not individually significant.  If the Bank determines that no objective evidence of impairment exists 

for an individually assessed financial asset, whether significant or not, it includes the asset in a group 

of financial assets with similar credit risk characteristics and collectively assesses them for  

 impairment.  Assets that are individually assessed for impairment and for which an impairment loss 

is or continues to be recognised are not included in a collective assessment of impairment. 

 

If there is objective evidence that an impairment loss on loans and receivables or held-to-maturity 

investments carried at amortised cost has been incurred, the amount of the loss is measured as the 

difference between the asset‟s carrying amount and the present value of estimated future cash flows 

(excluding future credit losses that have not been incurred) discounted at the financial asset‟s 

original effective interest rate.  The carrying amount of the asset is reduced through the use of an 

allowance account and the amount of the loss is recognised in a statement of income.  If a loan or 

held-to-maturity investment has a variable interest rate, the discount rate for measuring any 

impairment loss is the current effective interest rate determined under the contract. 

 

The calculation of the present value of the estimated future cash flows of a collateralised financial 

asset reflects the cash flows that may result from foreclosure less costs for obtaining and selling the 

collateral, whether or not foreclosure is probable. 

 

For the purposes of a collective evaluation of impairment, financial assets are grouped on the basis 

of similar credit characteristics (i.e., on the basis of the Bank‟s grading process that consider asset 

type, industry, collateral type, past-due status and other relevant factors).  Those characteristics are 

relevant to the estimation of future cash flows for groups of such assets by being indicative of the 

debtors‟ ability to pay all amounts due according to the contractual terms of the asset being 

evaluated. 

 

Future cash flows in a group of financial assets that are collectively evaluated for impairment are 

estimated on the basis of the contractual cash flows of the assets in the Bank and historical loss 

experience for assets with credit risk characteristics similar to those in the Bank.  The methodology 

and assumptions used for estimating future cash flows are reviewed regularly by the Bank to reduce 

any differences between loss estimates and actual loss experience. 

 

When a loss is uncollectible, it is written off against the related provision for loan impairment.  Such 

loans are written off after all the necessary procedures have been completed and the amount of the 

loss has been determined.  Subsequent recoveries of amounts previously written off decrease the 

amount of the provision for loan impairment in the statement of income. 
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THE DEVELOPMENT BANK OF SAINT KITTS AND NEVIS 

 

NOTES TO THE FINANCIAL STATEMENTS  

FOR THE YEAR ENDED DECEMBER 31, 2008 CONTINUED 

 

3 Significant accounting policies….. continued 

 

(d)  Impairment continued 
 

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be 

related objectively to an event occurring after the impairment was recognised (such as an 

improvement in the debtor‟s credit rating), the previously recognised impairment loss is reversed by 

adjusting the allowance account.  The amount of the reversal is recognised in the statement of 

income. 

 

Assets carried at fair value: 

The Bank assesses at each balance sheet date whether there is objective evidence that a financial 

asset or a group of financial assets is impaired.  In the case of equity investments classified as 

available-for-sale, a significant or prolonged decline in the fair value of the security below its cost is 

considered in determining whether the securities are impaired.  If any such evidence exists for 

available-for-sale financial assets, the cumulative loss - measured as the difference between the 

acquisition cost and the current fair value, less any impairment loss on that financial asset previously 

recognised in equity – is removed from equity and recognised in the statement of income.  

Impairment losses recognised in the statement of income on equity instruments are not reversed 

through the statement of income, if any.  If in subsequent period, the fair value of debt instrument 

classified as available-for-sale increases and the increase can be objectively related to an event 

occurring after the impairment loss was recognised in profit of loss, the impairment loss is reversed 

through the statement of income, if any. 

 

Impairment of other non-financial asset: 

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for 

impairment.  Assets that are subject to amortisation are reviewed for impairment whenever events or 

changes in circumstances indicate that the carrying amount may not be recoverable.  An impairment 

loss is recognised for the amount by which the asset‟s carrying amount exceeds its recoverable 

amount.  The recoverable amount is the higher of an asset‟s fair value less costs to sell and value in 

use.  For the purposes of assessing impairment, assets are grouped at the lowest levels for which 

there are separately identifiable cash flows (cash-generating units).  

 

Calculation of recoverable amount 

 

The recoverable amount of the Bank‟s loans and receivable and held-to-maturity investments is 

calculated as the present value of expected future cash flow, discounted at the original effective 

interest rate inherent in the asset. The recoverable amount in respect of an available-for-sale 

investment is its current fair value. Receivables with a short duration are not discounted. 

 

Reversals of impairment 

 

In respect of loans and receivables and held-to-maturity investments, the impairment loss is reversed 

if the subsequent increase in recoverable amounts can be related objectively to an event occurring 

after the impairment loss was recognized. 
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THE DEVELOPMENT BANK OF SAINT KITTS AND NEVIS 

 

NOTES TO THE FINANCIAL STATEMENTS  

FOR THE YEAR ENDED DECEMBER 31, 2008 CONTINUED 

 

3 Significant accounting policies….. continued 

 

(d)  Impairment continued 
 

In respect of other assets, an impairment loss is reversed if there has been a change in the estimates 

used to determine the recoverable amount. 

 

An impairment loss is reversed only to the extent that the assets carrying amount does not exceed the 

carrying amount that would have been determined, net of depreciation or amortization, if no 

impairment loss had been recognized. Reversals are recognized in profit or loss, except for available-

for-sale equity securities, that are recognized directly in equity. 

 

(e)   Interest and fee income 
 

Interest income and expenses are accounted for on an accrual basis on all loans other than impaired 

loans, taking into account the effective yield of the asset. No income is recognized in the financial 

statements on loans that are classified as non-performing. Income is recognized in the statement of 

comprehensive income. 

 

Fee income is recognized only when the related service is provided. 

   

(f)    Foreign currencies  

 

Transactions in foreign currencies are translated at the foreign exchange rates ruling at the dates of 

the transactions. Monetary assets and liabilities denominated in foreign currencies, which are stated 

at historical costs, are translated at the foreign currency exchange rate ruling at the balance sheet 

date. Non-monetary assets and liabilities are translated into Eastern Caribbean Currency at historical 

rates. Foreign exchange differences arising on translation are recognized in the statement of 

comprehensive income. Gains and losses arising from fluctuations in exchange rates are reflected in 

the statement of comprehensive income. 

    

The exchange rate prevailing as at December 31, 2008 is: US $1 = 2.7084. 

 

(g)   Repurchase Agreements 

 

Transactions involving the sale of loans under agreements to repurchase (“repurchase agreements”) 

are accounted for as medium to long-term collaterised borrowing. 

 

It is the policy of the Bank to obtain possession of collateral with market value equal to or in excess 

of the principal amount loaned under resale agreements. 
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THE DEVELOPMENT BANK OF SAINT KITTS AND NEVIS 

 

NOTES TO THE FINANCIAL STATEMENTS  

FOR THE YEAR ENDED DECEMBER 31, 2008 CONTINUED 

 

3 Significant accounting policies….. continued 

 

(h)   Loans and advances and allowance for loan losses: 

 

Loans and advances are non-derivative financial assets with fixed or determinable payments that are 

not quoted in an active market and that the Bank does not intend to sell immediately or in the near 

future. Loans are initially measured at fair value and subsequently measured at amortized cost using 

the effective interest method, less allowance for loan losses. Loans are stated net of an allowance for 

credit losses.        

 

An allowance for loan loss is established if there is objective evidence that a loan is impaired. A loan 

is considered impaired when management determines that timely collection of all contractual 

amounts is not probable. Where a loan is identified as impaired, a specific provision is recorded 

against such loan to reduce it to its estimated recoverable amount. The recoverable amount is 

determined as the present value of the expected future cash flows discounted at the loan‟s original 

effective interest rate. 

 

Loans are generally returned to accrual status when timely collection of both interest and principal is 

reasonably assured and all delinquent interest and principal payments are brought current. 

 

An allowance for loan loss is also made where there is objective evidence that a portfolio of similar 

loans is impaired. The expected cash flows for a portfolio of similar loans are estimated based on 

previous experience and the credit rating of the borrowers. 

 

(i)   Employee benefits 

 

The Bank adopted the policy to pay six months salary to staff members who leave the institution, 

under the approval of the Board, after serving a qualifying period of five years.  

 

The Bank anticipates that all qualifying staff would remain employed during 2009 and hence no 

provision is made in the financial statements. 

  

(j)   Provisions 

 

A provision is recognized in the balance sheet when the Bank has a legal or constructive obligation 

as a result of a past event and it is probable that an outflow of economic benefits would be required 

to settle the obligation and a reliable estimate of the amount can be determined. If the effect is 

material, provisions are determined by discounting the expected future cash flows at a pre-tax rate 

that reflects current market assessments of the time value of money and, where appropriate, the risks 

specific to the liability. 
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THE DEVELOPMENT BANK OF SAINT KITTS AND NEVIS 

 

NOTES TO THE FINANCIAL STATEMENTS  

FOR THE YEAR ENDED DECEMBER 31, 2008 CONTINUED 

 

3 Significant accounting policies….. continued 

  

(k)  Investments 

 

The Bank classifies its investment securities into the following categories:  

 

(i)    Available-for-sale 

(ii)   Held to maturity 

(iii)  Loans and receivables 

 

Available-for-sale investments are securities which are intended to be held for an indefinite period of 

time, but may be sold in response to needs for liquidity or changes in interest rates, exchange rates or 

equity prices. Securities acquired or loans granted or other receivables that have a fixed or 

determinable payment and which are not quoted in an active market are classified as loans and 

receivables. They arise when the Bank provides money, goods or services directly to a debtor with 

no intention of trading the receivable to a third party. An active market is one where quoted prices 

are readily and regularly available from an exchange dealer, broker or other agency and those prices 

represent actual and regularly occurring market transactions on an arm‟s length basis. Non-

derivative financial assets with fixed and determinable payments and fixed maturities that the Bank‟s 

management has the intention and ability to hold to maturity are classified as held-to maturity. All 

other investments are classified as available-for-sale instruments. Were the Bank to sell an 

insignificant amount of held to maturity assets, the entire category would be tainted and reclassified 

as available-for-sale. 

 

Loans and receivables and held to maturity investments are initially measured at cost and 

subsequently amortized cost, calculated on the effective interest rate method, less impairment losses 

[see accounting policy (d)]. Premiums and discounts are included in the carrying amount of the 

related instrument and amortized based on the effective interest rate of the instrument. Available-for-

sale investments are measured initially at cost and subsequently at fair value with changes in fair 

value recognized directly in the reserve, except, for impairment losses, and in the case of debt 

securities, foreign exchange gains and losses. However, interest calculated using the effective 

interest method is recognized in the statement of comprehensive income. Dividends on available-for-

sale equity instrument are recognized in the statement of comprehensive income when the entity‟s 

right to receive payment is established. 

 

Where fair value cannot be reliably measured, they are stated at cost. Where the securities are 

disposed of, or impaired, the related accumulated unrealized gains or losses are recognized in the 

statement of comprehensive income. Equity securities are considered impaired when there is a 

prolonged or significant decline in fair value below the securities costs. 

 

 

 

 

 

 

 

 

17 



 

THE DEVELOPMENT BANK OF SAINT KITTS AND NEVIS 

 

NOTES TO THE FINANCIAL STATEMENTS  

FOR THE YEAR ENDED DECEMBER 31, 2008 CONTINUED 

 

3 Significant accounting policies….. continued 

 

Investment ….continued 

 

Investments are recognised/derecognised on the trade date they are transferred to/from the Bank. The 

trade date is the date on which the Bank commits to purchase or sell the asset. The fair value is 

determined based on quoted market bid price. Where a quoted market price is not available, the fair 

value is estimated using discounted cash flow. The estimated future cash flows are based on 

management‟s best estimates and the discount rate is a market related rate at the balance sheet date 

for an instrument with similar terms and conditions. 

 

(l)   Financial Instruments 

 

A financial instrument is any contract that gives rise to a financial asset of one enterprise and a 

financial liability or equity instrument of another enterprise. The Bank recognizes a financial 

instrument when it becomes party to the contractual rights and obligation of the instrument. A 

financial asset is derecognized when the contractual rights to receive the cash flows from the asset 

have expired or where the Bank has transferred all the risks and rewards of ownership of the asset. A 

financial liability is derecognized when the obligation under the liability is discharged, cancelled or 

expires. 

 

For the purposes of these financial statements, financial assets have been determined to include loans 

advances, investment, cash and cash equivalents and other assets. Financial liabilities have been 

determined to be borrowed funds, deposits, other liabilities and deferred advance. 

 

Fair value 

 

Fair value is the amount for which an asset could be exchanged or a liability settled between 

knowledgeable, willing parties who are under no compulsion to act and is evidenced by a quoted 

market price, if one exists, in an arms length transaction. 

 

Many of the Bank‟s financial instruments lack an available trading market. Therefore, these 

instruments have been valued using present value or other evaluation techniques and may not 

necessarily be indicative of the amounts realizable in an immediate settlement of the instruments. 

The fair value of cash resources, securities purchased under repurchase agreements are assumed to 

approximate their carrying values due to their short-term nature. 

 

The fair values of securities are assumed to be equal to the estimated market value. The fair values 

of unquoted securities are estimated at book value which is not significantly different from their 

carrying values. 
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NOTES TO THE FINANCIAL STATEMENTS  

FOR THE YEAR ENDED DECEMBER 31, 2008 CONTINUED 

 

3 Significant accounting policies….. continued 

 

Financial Instruments….continued 
 

The estimated fair values of loans and advances reflect changes in interest rates that have occurred 

since the loans were originated and are determined by discounting contractual future cash flows, 

over the remaining term to maturity at current interest rates. The estimated fair values of loans are 

not significantly different from their carrying values. 

 

The estimated fair value of deposits with no stated maturity, which includes non-interest bearing 

deposits, is the amount repayable on demand. Deposits payable on a fixed date are at rates, which 

reflect market conditions and are assumed to have fair values which are approximate to their 

carrying values. 

 

Impairment of financial instruments  

 

Financial assets are impaired when the carrying value is greater than the recoverable amount and 

there is objective evidence of impairment. The recoverable amount is the present value of the future 

cash flows. 

 

All non-performing and individually significant advances are individually reviewed and specific 

provisions made for the impaired portion based on the realizable value of the loan collateral and 

discounted by the original effective interest rate of the loan. The provision made is the difference 

between the loan balance and the discounted value of the collateral. 

 

When all efforts have been exhausted to recover a non-performing loan, that loan is deemed 

uncollectible and written off against the related provision for loan losses. 

 

(m)  Financial liabilities 

 

Financial liabilities are recognized initially at fair value net of transaction costs, and subsequently 

measured at amortized costs using the effective interest rate method. 

 

(n)   Comparatives 

 

Where necessary, comparative figures have been adjusted to conform to changes in presentation in 

the current year. 
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FOR THE YEAR ENDED DECEMBER 31, 2008 CONTINUED 

 

3 Significant accounting policies….. continued 

  

(o) Standards and interpretations not yet adopted 

 

The following standards, amendments to standards and interpretations are not applicable to the Bank 

for the year ended December, 2008, and have not yet been applied in preparing these financial 

statements. 

 

IFRS 2 Share-Based Payment addresses the accounting for share based payment transactions in 

which some or all goods or services cannot be specifically identified. IFRIC 8 is not considered 

relevant to the Bank. 

 

IFRS 8 Operating Segments requires disclosures based on the components of the Bank that 

management monitors in making decisions about operating matters as well as qualitative disclosures 

on segments. The standard is not considered relevant to the Bank and is not expected to have any 

impact on the financial statements. 

 

IFRIC 1 Changes in Existing Decommissioning, Restoration and Similar Liabilities required where 

there are changes in the measurement of any existing decommissioning, restoration or similar 

liability that is both recognized as part of the cost of an item of property, plant and equipment in 

accordance with IAS16 and recognized as a liability in accordance with IAS 37. The interpretation is 

not considered relevant to the Bank. 

 

IFRIC 2  Member’s Shares in Co-operative Entities and Similar Instruments addresses the issue of 

evaluating member shares that have redemption terms in determining whether the financial 

instruments should be classified as liabilities or equity. The interpretation is not considered relevant 

to the Bank.                                                                                                                     

 

IFRIC 5   Rights to interests arising from Decommissioning, Restoration and Environmental 

Rehabilitation Funds is required to segregate assets to fund some or all of the costs of 

decommissioning plant or certain equipment, or in undertaking environmental rehabilitation together 

referred to as „decommissioning‟. The standard is not considered relevant to the Bank. 

 

IFRIC 6   Liabilities arising from participating in a Specific Market - Waste Electrical and 

Electronic Equipment determines in the context of the decommissioning of waste electrical and 

electrical equipment what constitutes an obligating event for the recognition of a provision for waste 

management costs. The interpretation is not considered relevant to the Bank. 

 

IFRIC 7 Applying the restatement approach under IAS 29 – Financial Reporting in 

Hyperinflationary Economies addresses how the measuring unit current at the end of the reporting 

period be interpreted when an entity applies the standard and how an entity should account for 

opening deferred tax items in its restated financial statements. IFRIC 7 is not expected to have any 

impact on the financial statements. 

 

IFRIC 9 Reassessment of Embedded Derivatives requires that a reassessment of whether embedded 

derivative should be separated from the underlying host contract should be made only when there are 

changes to the contract. IFRIC 9 is not expected to have any impact on the financial statements. 
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NOTES TO THE FINANCIAL STATEMENTS  

FOR THE YEAR ENDED DECEMBER 31, 2008 CONTINUED 

 

3 Significant accounting policies….. continued 

 

(o) Standards and interpretations not yet adopted 

 

IFRIC 11 – IFRS 2 Group and Treasury Share Transaction addresses the classification of a share-

based payment transaction (as equity or cash-settled), in the financial statements of the entity whose 

employees are entitled to the share-based payment, where equity instruments of the parent or another 

Bank group are transferred in settlement of the obligation. IFRIC 11 is not considered relevant to the 

Bank. 

 

IFRIC 12 Service Concession Arrangements addresses the accounting requirements for public-to-

private sector entities. IFRIC 12 is not considered relevant to the Bank and is not expected to have 

any impact on the financial statements. 

 

IFRIC 13   Customer Loyalty Programmes applies to customer loyalty award credits that an entity 

grants to its customers as part of a sale transaction and subject to meeting any further qualifying 

conditions, the customers can redeem in the future for free or discounted goods or services. IFRIC 

13 is not considered relevant to the Bank and is not expected to have any impact on the financial 

statements. 

 

IFRIC 14   The limit on Defined Benefit Asset, Minimum Funding Requirements and their 

Interaction addresses when refunds or reductions in future contributions should be regarded as 

available, how a minimum funding requirement might affect the availability of reductions in future 

contributions and when a minimum funding requirement might give rise to a liability.  IFRIC 14 is 

not considered relevant to the Bank and is not expected to have any impact on the financial 

statements. 

 

IFRIC 15   Agreements for the Construction of Real Estate relates to the accounting of revenue and 

associated expenses by entities that undertake the construction of real estate directly or through 

subcontractors. IFRIC 15 is not considered relevant to the Bank and is not expected to have any 

impact on the financial statements. 

 

IFRIC 16   Hedges of a Net Investment in a Foreign Operation applies to an entity that hedges the 

foreign currency risk arising from its net investment in foreign operations and wishes to qualify for 

hedge accounting in Accordance to IAS 39. IFRIC 16 is not considered relevant to the Bank and is 

not expected to have any impact on the financial statements. 

 

IAS 11   Construction Contracts applies to the accounting of construction contracts undertaken by 

contractors. IAS 11 is not considered relevant to the Bank. 

 

IAS 12   Income Taxes applies to the accounting of deferred tax using either the deferral method or 

liability method. IAS 12 is not considered relevant to the Bank. 

 

IAS 33 Earnings per Share prescribe the principles for the determination and presentation of 

earnings per share in providing a consistent basis on the denominator of the per share calculations.                                                                                                                                    
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FOR THE YEAR ENDED DECEMBER 31, 2008 CONTINUED 

 

3 Significant accounting policies….. continued 

 

(o) Standards and interpretations not yet adopted 

 

IAS 41   Agriculture relates the accounting of agricultural activity which is the biological 

transformation of living animals or plants for sale, into agricultural produce or into additional 

agricultural assets. IAS 41 is not considered relevant to the Bank. 

 

4 Financial risk management 

 

Strategy in using financial instruments 

 

The Bank operations inherently relates to the use of financial instruments. The Bank secures funds 

from various lending institutions at fixed and variable interest rates and for various periods and seeks 

to earn above average interest margins by investing these funds in high quality assets. 

 

Credit risk 

 

The Bank takes on exposure to credit risk which is the risk that a counter party to a financial 

instrument will be unable to meet its financial obligations. Impairment provisions are provided in 

full when due. Impairment provisions are provided for losses that have been incurred at the balance 

sheet date. Significant changes in the economy, or in the health of a related industry segment that 

represents a concentration in the Bank‟s portfolio, could result in losses that are different from those 

provided for at the balance sheet date. Management therefore carefully manages its exposure to 

credit risk which is inherent in the Bank‟s lending activities. 

 

The Bank manages its credit risks by screening its customers. This involves placing limits on the 

amount of risk accepted in relation to each customer, or group of borrowers. The risk is monitored 

on a revolving basis and subject to annual reviews. The Bank also undertakes supervised credit of 

large projects whereby loans are disbursed in tranches. A progress report is completed after each 

tranche is disbursed to ascertain the project value. The Bank is exposed to potential loss only in the 

amount of loan disbursed as represented by the carrying values of each financial asset. 

 

Exposure to credit risk is managed through regular analysis of the ability of borrowers and potential 

borrowers to meet interest and capital repayment obligations and by changing these lending limits 

where appropriate. Exposure to credit risks is also managed in part by obtaining collateral and 

corporate and personal guarantees and rigorous follow up of its loan receivables. 

 

Credit related commitments 

 

The primary purpose of these instruments is to ensure that funds are available to a customer as 

required. Guarantees and standby letters of credit, which represent irrevocable assurances that the 

Bank will make payments in the event that a customer cannot meet its obligations to third parties, 

carry the same credit risks as loans.  
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4 Financial risk management …..continued 

 

Interest rate risk 

 

Interest rate risk is the potential for economic loss due to future interest rate changes. It arises when 

there is a mismatch between interest-earning assets and interest-bearing liabilities, which are subject 

to interest rate adjustment within a specified period. The Bank is exposed to various risks associated 

with the effects of fluctuation in the prevailing levels of market interest rates on its financial position 

and cash flows. It manages this risk by maintaining a positive rate gap between its major financial 

assets and liabilities. These are monitored and, where necessary, action would be taken to minimize 

any adverse effect to shareholder value. 

 
Interest Rates % 

      

 EC$  US$   

2008      

      

Assets      

Balances with other banks 1.00-4.50     

Treasury bills 6.25     

Investment securities:      

      available-for-sale 8.25  5.10   

Repurchase agreements 9.00-11.00     

Loans and advances to customers 5.00-14.00     

Other assets 15.00-18.00     

      

Liabilities      

      

Bank overdraft 9.50-10.50     

Deposits 3.00-10.50     

Borrowed funds 2.00-9.00     

Repurchase agreements 7.5     

      

2007      

      

Assets      

Balances with other banks 1.00-4.50     

Treasury bills 6.25     

Investment securities:      

      available-for-sale 8.25  5.75   

Repurchase agreements 9.00-11.00     

Loans and advances to customers 5.00-14.00     

      

Liabilities      

      

Bank overdraft 9.50-10.50     

Deposits 4.00-10.50     

Borrowed funds 2.00-9.00     

Repurchase agreements 7.5     
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4 Financial risk management …..continued 

 

Interest rate risk 
Interest Sensitivity of Assets and Liabilities 

          

 1 Year   1 - 5 Years  Over 5 Years  Non-Interest  Total 

 $  $  $  Bearing   $ 

As at December 31, 2008          

Assets          

          

Balances with other banks 608,973  -  -  1,900            610,873  

Treasury bills 1,191,000  -  -  -       1,191,000 

Investment securities:          

      available-for-sale 1,230,964  -  -  -        1,230,964  

Repurchase agreements -  540,705  12,539,834  -    13,080,539  

Loans and advances to 

customers 24,216,862  54,285,945  110,224,718  -                 188,727,525  

Other assets 1,124,033  -  -  

      

15,117,380      16,241,413  

Total assets 28,371,832  54,826,650  122,764,552  15,119,280   
          

221,082,314  

          

Liabilities          

          

Bank overdraft 3,338,952  -  -  -       3,338,952  

Deposits 1,796,793  29,764,882  481,868  -     32,043,543  

Borrowed funds 10,988,389  49,471,936  54,241,722  -   114,702,047  

Repurchase agreements -  694,472  12,741,746  -     13,436,218 

Other liabilities -  -  -  21,719,528     21,719,528  

 16,124,122  79,931,290  67,465,336      21,719,528     185,240,288  

Interest Sensitivity Gap 

 

12,247,698   (25,104,641)  55,299,216  (6,600,248)      35,842,026  

          

As at December 31, 2007          

Total assets   20,333,312  

       

127,054,232   

         

122,931,868   15,694,943    286,014,355  

Total liabilities   15,925,439  

       

172,018,548   

         

55,576,703   10,725,425    254,246,115  

Interest Sensitivity Gap   4,407,873  (44,964,316)  67,355,165  4,969,518   31,768,240 

 

Market risk 

 

The Bank is exposed to equity securities price risk because of investments held by the 

Bank classified on the balance sheet as available for sale. Market risk is the risk that the 

value of a financial instrument will fluctuate as a result of changes in market prices, 

whether those changes are caused by factors specific to the individual security or its 

issuer or factors affecting all securities traded in the market. The Bank has no significant 

exposure to market risk as it has no significant instruments subject to this risk. 
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NOTES TO THE FINANCIAL STATEMENTS  

FOR THE YEAR ENDED DECEMBER 31, 2008 CONTINUED 

 

4 Financial risk management …..continued 

 

Currency risk 

 

The Bank takes on exposure to effects of fluctuations in the prevailing foreign currency exchange 

rates on its financial position and cash flows. The Bank‟s exposure to currency risk is minimal since 

most of its assets and liabilities in foreign currencies are held in United States Dollars. The exchange 

rate of the Eastern Caribbean dollar (EC$) to the United States dollar (US$) has been formally 

pegged at EC$2.70 = US$1.00 since 1974. The following table summarizes the Bank‟s exposure to 

foreign currency exchange rate risk at December 31, 2008. Included in the table are the Bank‟s 

assets and liabilities at carrying amounts, categorized by currency. 
 EC$   US$  Total 

As at December 31, 2008    (EC Equivalent)   

Assets       

       

Cash and balances with other banks                      79,901                  530,972                610,873  

Treasury bills                  1,191,000                           -               1,191,000  

Investment securities:                             -    

      available-for-sale                  1,230,964                 -             1,230,964  

Repurchase agreements                13,080,539              13,080,539  

Loan advances to customers              188,727,525                           -           188,727,525  

Land, building and equipment                  7,184,826   -            7,184,826 

Intangible assets 33,561                          -     33,561 

Other assets                  9,021,680                     1,346             9,023,026  

Total assets              220,549,996                   532,318          221,082,314  

       

Liabilities       

       

Bank overdraft                  3,338,952                           -               3,338,952  

Deposits                31,991,301                   52,242           32,043,543  

Due to agency division                10,682,954                           -             10,682,954  

Borrowed funds                50,917,811            63,784,236         114,702,047  

Repurchase agreements                13,436,218              13,436,218  

Other liabilities                  9,533,993                     1,454             9,535,447  

Deferred advance                  1,501,127                           -               1,501,127  

              121,402,356              63,837,932          185,240,288  

Net currency exposure 
 

             99,147,640             (63,305,614)           35,842,026  

       

As at December 31, 2007       

Total assets              285,324,271                 690,084         286,014,355  

Total liabilities              186,257,489            67,988,626         254,246,115  

Net currency exposure 

 

             99,066,782             (67,298,542)           31,768,240  
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FOR THE YEAR ENDED DECEMBER 31, 2008 CONTINUED 

 

4 Financial risk management …..continued 

 

Liquidity risk 

 

Liquidity risk arises from fluctuations of cash flows. The Bank is exposed to daily calls on its 

available cash resources from maturing deposits and loan draw downs. The Bank does not maintain 

adequate cash resources to meet all of these needs as experience shows that a minimum level of 

reinvestment of maturing funds can be predicted with a high level of certainty. 

 

The matching and controlled mismatching of the maturities and interest rates of assets and liabilities 

are fundamental to the management of the Bank. It is unusual for Banks to be completely matched, 

as transacted business is often of uncertain term and of different types. An unmatched position 

potentially enhances profitability, but also increases the risk of losses. 

 

The table below analyses assets and liabilities of the Bank into relevant maturity groupings based on 

the remaining period at balance sheet date to the contractual maturity date. 

 
 1 Year  1 - 5 Years  Over 5 Years  Total 

 $  $  $  $ 

As at December 31, 2008        

Assets        

        

Cash and balances with other banks 610,873                        -                             -                 610,873  

Treasury bills 1,191,000                        -                             -               1,191,000  

Investment securities:        

      available-for-sale 1,230,964                        -                             -               1,230,964  

Repurchase agreements -  540,705  12,539,834          13,080,539  

Loan and advances to customers 24,216,862  54,285,945  110,224,718        188,727,525 

Land, building and equipment 198,367  833,899  6,152,560  7,184,826 

Intangible assets 19,156  14,405  -  33,561           

Other assets 8,409,047                       613,979                             -               9,023,026  

Total assets 35,876,269  56,288,933  128,917,112        221,082,314 

        

Liabilities        

        

Bank overdraft 3,338,952                        -                             -               3,338,952  

Deposits 1,796,793  29,764,882  481,868          32,043,543  

Due to agency division 2,124,642  8,558,312  -          10,682,954  

Borrowed funds 10,988,389  49,471,936  54,241,722        114,702,047  

Repurchase agreements -  694,472  12,741,746          13,436,218  

Other liabilities 9,147,093  388,354  -            9,535,447  

Deferred advance 347,833  1,153,294  -            1,501,127  

 27,743,702  90,031,250  67,465,336        185,240,288 

Net liquidity gap 8,132,567  (33,742,317)  61,451,776          35,842,025  

        

As at December 31, 2007        

Total assets 26,193,815  130,692,331  129,128,209        286,014,355  

Total liabilities 20,422,444  178,246,968  55,576,703        254,246,115  

        

Net liquidity gap 5,771,371       (47,554,637)           73,551,506           31,768,240  
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Expressed in Eastern Caribbean Currency 

5 Cash and Balances with other Banks

2008 2007

$ $

Cash In Hand 1,900 1,900

Cash At Bank 177,055 1,010,509

Short-term investment maturing in three months (Note 24) 431,918 490,660

610,873 1,503,069

The short-term investment is a USD debt instrument issued by the Caribbean Money

compounds daily at an interest rate of 5.1% at 2008 (2007 - 5.75%).

6 Treasury Bills

2008 2007

$ $

Included in cash and cash equivalents (note 24) 1,191,000 1,100,000

The Treasury bills are debt securities issued by the Government of Saint Kitts and Nevis. The 

weighted Market Brokers which effective interest rate in 2008 is 6.25% (2007 - 6.25%)

7 Investment Securities

2008 2007

$ $

Available-for-sale

Equity securities - at fair value:

          Unlisted 1,230,964 1,364,356

The Executive Flexible Premium Annuity is with the CLICO International Life Insurance (Barbados)

Ltd and at an annual interest rate of 8.25% in 2008 (2007 - 8.25%). This facility is due to be 

matured on March 30, 2009.
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8 Repurchase Agreements 2008 2007

$ $

Balance as at year end 13,080,539 8,874,858

Non Current 13,080,539 8,874,858

These  are pools of mortgages which are offered  for  sale to the Eastern  Caribbean  Home

 Mortgage Bank.

9 Loans and Advances to Customers 2008 2007

$ $

AIC 33,410,076 60,260,477

Other 53,149,240 95,854,747

Mortgage Loans including Repurchase Agreement Loans 56,446,999 55,650,621

Student Loans 73,842,975 65,782,319

Gross Loans 216,849,290 277,548,164

Less Provision for Losses (Note 3 (h)) (15,041,226) (11,194,278)

Less Repurchase Agreement (13,080,539) (8,874,858)

188,727,525 257,479,028

Current 24,216,862 16,367,787

Non Current 164,510,663 241,111,241

188,727,525 257,479,028

At December 31, 2008 the principal outstanding on non-performing loans amounted to $26,987,860

 ( 2007: $29,165,775).                                 

Provision for impairment of loans and advances

Movement in provision for impairment are as follows:

2008 2007

$ $

At beginning of year 11,194,278 10,285,110

Loans written off during the year (18,427) (1,306,389)

Impairment on loans and advances 3,865,375 2,215,557

At end of year 15,041,226 11,194,278
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Expressed in Eastern Caribbean Currency 

10 Property, Plant & Equipment and Intangible Assets  

Office DBSN 

Property - Furniture Intangible Motor Head-

Land & Equipment Assets Vehicles Quarters Total

$ $ $ $ $ $

Cost

Balances at December 31, 2006 1,010,000 883,724 648,024 209,000 6,441,871 9,192,619

Additions  - 23,851 43,969  -  - 67,820

Balances at December 31, 2007 1,010,000 907,575 691,993 209,000 6,441,871 9,260,439

Additions  - 84,733 4,858 87,000  - 176,591

Disposal  -   - (73,000)  - (73,000)

Balances at December 31, 2008 1,010,000 992,308 696,851 223,000 6,441,871 9,364,030

Accumulative Depreciation

Balances at December 31, 2006  - 536,515 519,464 72,200 321,871 1,450,050

Charge for year  - 110,105 121,975 19,200 161,047 412,327

Balances at December 31, 2007 646,620 641,439 91,400 482,918 1,862,377

-

Charge for year  - 121,988 21,851 31,380 161,047 336,266

Disposal  -  - (53,000)  - (53,000)

Balances at December 31, 2008 - 768,608 663,290 69,780 643,965 2,145,643

Net Book Value

Balances at December 31, 2008 1,010,000 223,700 33,561 153,220 5,797,906 7,218,388

Balances at December 31, 2007 1,010,000 260,955 50,554 117,600 5,958,953 7,398,062

Balances at December 31, 2006 1,010,000 347,209 128,560 136,800 6,120,000 7,742,569

During 2005 a valuation on Bank's property was carried out by Edwin Glasford & Associates, an independent valuer. The fair

value of property, plant and equipment are the same as their carrying amounts.
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11 Other Assets 2008 2007

$ $

Interest Receivable on loans and advances 17,245,667 16,993,271

Less Interest on non-performing loans (9,644,001) (9,007,057)

7,601,666 7,986,214

Prepayments 39,536 44,055

Other Receivables 182,889 182,842

Interest due from Investments securities 74,902 81,871

Revolving credit 1,124,033  -

9,023,026 8,294,982

Current 8,409,047 5,577,725

Non Current 613,979 2,717,257

9,023,026 8,294,982

12 Bank Overdraft 2008 2007

$ $

Administration Account 97,965 28,788

Bank of Nevis Account 802,023  -

Investment Account 2,438,964 2,777,991

3,338,952 2,806,779

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 $1,191,000.00

issued  by  the  Government of St Kitts and Nevis and  executive  flexible  annuity  investment  with CLICO 

International Life Insurance of $1,230,964. 

The overdraft facility with  the St. Kitts - Nevis - Anguilla National  Bank  Limited  has   a maximum limit of 

EC$4,000,000  and  bears  interest  at  the rate of 10.5%  per  annum. The facility  expires on April 30, 2009. 

The other overdraft facility with the Bank of Nevis Limited has a maximum limit of $1 million and bears 

interest at  the rate  of  9.50% per annum. The facility expires on December 31, 2008.
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Expressed in Eastern Caribbean Currency 

13 Deposits

2008 2007

$ $

Financial Institutions 28,400,477 24,757,097

Security Deposits 3,643,066 2,799,735

32,043,543 27,556,832

Current 1,796,793 1,563,766

Non current 30,246,750 25,993,066

32,043,543 27,556,832

The weighted average effective interest rate of deposits as at December 31, 2008 is 5.1% (2007: 8.75%).

14 Due to Agency Division

2008 2007

$ $

Balance as at year end 10,682,954 6,483,653

Current 2,124,642 664,060

Non Current 8,558,312 5,819,593

10,682,954 6,483,653

The  amount  reflects  the  net  effect  of  transactions  between  the  Bank's Agency division and the 

Development Bank.

The Bank's Agency division has not been consolidated in these accounts by virtue of the Development Bank

of Saint Kitts and Nevis Act of 1981. 
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15 Borrowed Funds

Curr-

ency

Original 

Amounts

Loan 

Instalments

Cost of 

Borrowings 

%

Translation 

Adjustments 

2008

Outstanding 

Balance 

31/12/08

Outstanding 

Balance 

31/12/07

Start and 

maturity 

Dates

Bank of Nevis $ EC$ EC$ EC$

BON 1 EC$ 5,000,000 900,886 9.00 986,278 2,128,284 2005-2010

BON 2 EC$ 5,000,000 990,855 9.00 2,530,437 3,499,891 2006-2011

BON 3 EC$ 5,000,000 900,743 9.00 3,209,760 4,574,184 2007-2012

15,000,000 2,792,484 6,726,475 10,202,359

The Bank securitized three pools of loans with the Bank of Nevis Ltd where the loans are factored with recourse. Repayments are 

made monthly.

Caribbean Development Bank

3/SFR-OR-STK-N  OCR USD 500,000 89,830 5.92  - - 67,710 1993-2008

3/SFR-OR-STK-N  SFR USD 3,500,000 468,762 2.00 18,199 3,651,104 4,122,259 1995-2015

5/SFR-OR-STK-N  OCR USD 2,600,000 369,231 6.03 29,424 1,298,784 1,387,468 1997-2012

5/SFR-OR-STK-N  SFR USD 3,000,000 409,058 2.00 (29,135) 3,494,409 4,190,566 1997-2017

11/SFR-OR-STK-N  OCR USD 2,600,000 583,841 5.92 24,124 4,840,817 5,427,583 2005-2020

11/SFR-OR-STK-N  SFR USD 920,000 206,609 2.50 8,559 1,713,063 1,920,707 2005-2020

13/SFR-OR-STK-N  OCR USD 3,000,000 567,961 6.03 (349,210) 5,615,099 6,563,017 2005-2020

13/SFR-OR-STK-N  SFR USD 4,000,000 567,858 2.50 407,524 6,228,069 6,420,405 2005-2020

17/SFR-OR-STK-N  OCR USD 5,167,000 928,265 6.03 (255,363) 12,276,814 13,526,232 2007-2022

17/SFR-OR-STK-N  SFR USD 4,733,000 850,331 2.50 375,047 11,854,513 12,391,562 2007-2022

18/SFR-OR-STK-N  OCR USD 5,000,000 900,000 5.92 60,365 12,070,796 12,106,806 2009-2024

18/SFR-OR-STK-N  SFR USD 500,000 100,000 2.50 4,982 1,035,285 178,980 2009-2024

35,520,000 6,041,746 294,516 64,078,753 68,303,295

All Caribbean Development Bank Loans are guaranteed by the Government of Saint. Kitts and Nevis. Repayments are made

quarterly.

European Investment Bank

EIB III EURO 4,000,000 1,451,016 6.00 7,734,402 9,185,418 2004-2014

The loan is guaranteed by the Government of Saint Kitts and Nevis.  Repayment is once annually.

Social Security Board

Student Loan 1** EC$ 5,000,000 6.00 5,000,000 5,000,000 2010

Student Loan 2** EC$ 6,000,000 5.00 6,000,000 6,000,000 2012

Bank Building Loan EC$ 5,000,000 468,273 7.00 5,000,000 5,000,000 2011-2021

Bank Building Loan EC$ 4,000,000 315,111 7.50 3,585,994 3,734,185 2007-2017

Student Loan 3** EC$ 5,000,000 8.00 5,000,000 5,000,000 2013

Personal Development Funds EC$ 3,000,000 235,659 8.00 2,640,820 2,849,530 2007-2012

28,000,000 1,019,043 27,226,814 27,583,715

**These loans are repayble in one equal instalment. Interest is payable semi-annually.

The Bank building loans are secured by debenture over loan assets and Memorandum of Mortgage.

St. Kitts-Nevis-Anguilla 

National Bank Ltd EC$ 79,809,062 8.50 8,685,603 79,809,062 2006-2010

Loan is repayable in one lump sum and is guaranteed by the Government of Saint Kitts and Nevis.

St. Kitts Development Industry Fund 

EC$ 250,000 250,000

Agreement is not finalised

Total Borrowed Funds 162,579,062 11,304,290 294,516 114,702,047 195,083,849

Current 10,988,389 10,890,834

Non current 103,713,658 184,193,015

114,702,047 195,083,849
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16 Repurchase Agreements

2008 2007

$ $

Balance as at year end 13,436,218 11,589,577

Non Current 13,436,218 11,589,577

The  Bank  entered into  five different sale  and  repurchase  agreements with  the Eastern Caribbean  Home 

Mortgage Bank  to  securitize  a  pool  of  mortgages   with recourse. Mortgages that are three months and

over in arrears are repurchased by the Bank. Monthly payments are dependent on the sum of total  monthly

instalment of individual loans in the pool. Interest is repayable at 9% less 1.5% administrative fees.

17 Other Liabilities 2008 2007

$ $

Payables and accruals 4,366,387 1,099,983

Loan Interest 5,169,060 7,711,400

9,535,447 8,811,383

Current 9,147,093 4,016,280

Non Current 388,354 4,795,103

9,535,447 8,811,383

18 Deferred Advance 2008 2007

$ $

Balance as at year end 1,501,127 1,914,042

Current 347,833 480,725

Non Current 1,153,294 1,433,317

1,501,127 1,914,042

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 Federa- 

tion.

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. No interest is payable on the advance.
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19 Share Capital

2008 2007

$ $

Authorised:  

           20,000 ordinary shares with a $1,000 par value

Issued and fully paid:

          10,780 Ordinary Shares 10,780,000 10,780,000

The Government of the St. Kitts and Nevis may subscribe for the said twenty thousand shares or such 

amount as the Minister of Finance may from time to time determine at par, but any person may, subject to 

regulations made pursuant to section 25 of the Bank Act, subscribe for and hold shares in the Bank.

The Government of Saint Kitts and Nevis is the sole subscriber to the 10,780 shares allotted.

20 General Reserves

2008 2007

$ $

At beginning of year 5,805,198 4,748,091

Statutory transfer 990,571 1,057,107

Balance as at year end 6,795,769 5,805,198

The general reserve fund was created in accordance with Section 14 of the Development Bank of Saint Kitts

and Nevis Act 1981, which requires that a minimum of twenty-five percent (25%) of the Bank's net profit 

(if any) be set aside in each calendar year 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 the general reserve fund 

equals the paid-up capital of the Bank.

21 Interest Expense

2008 2007

$ $

Borrowed Funds 5,365,805 5,263,234

Deposits 6,242,081 8,967,539

11,607,886 14,230,773
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22 Other Income

2008 2007

$ $

Agency Fees 784,466 753,503

Gain on Disposal of property, plant & equipment 10,000 -

Others 564,414 547,259

1,358,880 1,300,762

23 General and Administrative Expenses

2008 2007

$ $

Staff Costs 2,667,966 2,313,307

Administrative Expenses 1,101,003 971,683

Loss/(gain) on foreign exchange 9,529 18,150

Finance Costs 251,682 418,581

Depreciation 336,266 412,327

Audit Fees 47,000 47,000

4,413,446 4,181,048

24 Cash and Cash Equivalents 2008 2007

$ $

For the purpose of the statement of cash flows, cash and cash equivalents comprise the following balances

three months and less maturity:

Cash and balances with other banks 178,955           1,012,408        

Bank overdraft (3,338,952)       (2,806,779)       

Treasury bills 1,191,000        1,100,000

Short-term investment 431,918           490,660

(1,537,079)       (203,711)          

25 Taxation

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.

The Bank's supplies are substantially exempt from general consumption tax (GCT), it incurs GCT at standard

rates on taxable supplies acquired.
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26 Related Party Transactions

Parties are considered to be related if one party has the ability to control the other party or exercise

significant influence over the other party in making financial decisions. 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 normal consumers. The Bank's Board of Directors and staff are granted loans on terms 

and conditions that are indicative of market rates.

2008 2007

$ $

Short term employee benefits paid - included in staff costs (note 23) 2,296,114 2,064,783

Post employee benefits - included in staff costs (note 23) 25,308 25,304

Loans and advances to Directors and Staff 3,196,680 3,978,367

27 Commitments, Contingent Liabilities and Guarantees

(a)      Commitments

As   at   December  31,  2008  the   Bank  was  committed   to  make  loans  amounting  to approximately

EC$20,825,039.  (2007 - EC $11,271,000). 

(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's 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, 2008, letters of guarantee totalled EC$96,446.15
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Previous 

Effect of 

transition IFRS

Assets GAAP to IFRSs

$ $ $

Cash and balances with other banks 1,503,069        1,503,069       

Treasury bills 1,100,000        1,100,000       

Investment securities:

      available-for-sale 1,364,356        1,364,356       

Loan and advances to customers 259,084,077    (1,605,049) 257,479,028   

Repurchase agreements 8,874,858 8,874,858       

Land, building and equipment 6,702,144        3,925 6,706,069       

Intangible Assets 691,993           691,993          

Other assets 8,456,233        (161,251) 8,294,982       

Total assets 278,901,872    7,112,483 286,014,355   

Liabilities

Bank overdraft 2,806,779        2,806,779       

Deposits 27,556,832      27,556,832     

Agency division 6,489,173        (5,520) 6,483,653       

Borrowed funds 199,398,097    (4,314,248) 195,083,849   

Repurchase agreements 11,589,577 11,589,577     

Other liabilities 8,799,608        11,775 8,811,383       

Deferred advance 1,914,042        1,914,042       

Total liabilities 246,964,531    7,281,584 254,246,115   

Equity

Share capital 10,780,000      10,780,000     

General reserves 5,807,160        (1,962) 5,805,198       

Retained earnings 15,350,181      (167,139) 15,183,042     

Total equity 31,937,341      (169,101) 31,768,240     

Total liabilities and equity 278,901,872    7,112,483           286,014,355   
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