Nat i onal Commerci al

Notes to the Fi nanci al

30 Septenber 2004

1. Identification and Principal Activities

Nat i onal Commerci a

Bank Jamaica Limted ("the Bank")

Bank Janal ca LIimted

St at enent s

is incorporated in Jamaica and |icensed

under the Banking Act, 1992. The Bank is a 75% subsidiary of AlIC (Barbados) Limted. The

ultimate parent conpany is Portland Hol di ngs I nc.
regi stered office is located at 32 Trafal gar

i ncorporated in Canada. The Bank's
Road, Kingston 10, Janmi ca.

The Bank is |isted on the Jamai ca Stock Exchange and the Trinidad and Tobago Stock Exchange.

The Bank's subsidiaries, which together with the Bank are referred to as "the Group", are

as follows:

Dat a- Cap Processing Limted
NCB Capital Markets Limted

Mut ual Security Insurance Brokers Limted

NCB (Cayman) Limted and its 100% subsi diary:

NCB Senvia Limted

N.C.B. (lnvestnents) Limted

N. C. B. Janmmi ca (Nom nees) Limted
NCB | nsurance Conpany Limted

Principal Activities

Per cent age Omership

by Bank

30 Septenber

2004

Dat a Processing 100

Primary Deal er and Stock 100

Br oker

I nsurance Brokers 100

Commer ci al Banki ng 100
Money Remi ttance

Money Mar ket Trading 100

Securities' Nom nee 100

Life I nsurance 100



West | ndies Trust Conpany Limted I nvest nent and Pensi on Fund 100
Management and Trust ee
Servi ces

Senvia Money Services (UK) Limted Money Rem ttance 100

All subsidiaries are incorporated in Jamaica with the exception of NCB (Caynman) Limted and
NCB Senvia Limted, which are incorporated in the Cayman |Islands and Senvia Money Services (UK)
Limted, which is incorporated in the United Ki ngdom

The Group's associates are as foll ows:

Principal Activities Per cent age owner shi p by Bank
30 Septenber
2004
Ki ngston Wharves Linmted Wharf Operations and 43. 45
St evedori ng
Dyol |l Group Limted Property and Casualty 44. 47
I nsurance

Ef fective 23 January 2004 and 17 February 2004, the Group acquired the above sharehol dings in
Dyoll Group Limted and Kingston Wharves Limted, respectively.

Al'l ampunts are stated in Janmai can dollars unl ess ot herw se indi cat ed.
2. Significant Accounting Policies

(a) Basis of preparation
These financial statenments have been prepared in accordance with International Financia
Reporting Standards (I FRS), and have been prepared under the historical cost convention
as nodi fied by the revaluati on of avail abl e-for-sale investnent securities, trading
securities, derivative contracts, investnent property and certain property plant and
equi pnment .

The preparation of financial statenments in conformty with |FRS requires managenent to

make estimtes and assunptions that affect the reported anpunts of assets and liabilities
and di scl osure of contingent assets and liabilities at the date of the financial statenents
and the reported anobunts of revenue and expenses during the reporting period. Actua



(b)

(¢)

(d)

results could differ fromthose esti mates.

Consol i dati on

The consolidated financial statenents conprise those of the Bank and its subsidiaries
presented as a single economc entity. Intra-group transactions, bal ances and unrealised
gains and |losses are elimnated in preparing the consolidated financial statenents.

Forei gn currency translation

Forei gn currency transactions are accounted for at the exchange rates prevailing at the
dates of the transactions. At the bal ance sheet date, nonetary assets and liabilities
denomi nated in foreign currencies are translated using the closing exchange rate.

Exchange differences resulting fromthe settlenent of transactions at rates different
fromthose at the dates of the transactions, and unrealised foreign exchange differences
on unsettled foreign currency nonetary assets and liabilities are recognised in the
profit and | oss account.

Exchange differences on non-nonetary financial assets are a conponent of the change in
their fair value. Depending on the classification of a non-nonetary financial asset,
exchange di fferences are either recognised in the profit and | oss account (applicable for
trading securities), or within stockholders' equity if non-nonetary financial assets are
classified as avail abl e-for-sale.

Assets and liabilities of foreign subsidiaries are translated at exchange rates at the

bal ance sheet date, while profit and | oss account and cash flow itens are transl ated at
average rates over the year. Differences resulting fromthe use of these different
exchange rates are reflected in fair value and other reserves within stockhol ders' equity.

Interest and fees

Interest income and expense are recognised in the profit and | oss account for all interest
-bearing instruments on an accrual basis using the effective yield nmethod based on the
actual purchase price. Interest inconme includes coupons earned on fixed incone investnents
and accrued discount on treasury bills and other discounted instrunents.

Jamai can banki ng regul ations stipulate that, where collection of interest incone is
consi dered doubtful or paynent is outstanding for 90 days or nore, interest should be taken
into account on the cash basis. IFRS require that when | oans becone doubtful of collection
they are written down to their recoverable anmounts and interest income is thereafter



(e)

recogni sed based on the rate of interest that was used to discount the future cash fl ows
for the purpose of measuring the recoverable amount. The difference between the regul atory
and | FRS bases of interest recognition was assessed to be inmteri al

Fee and conm ssion incone is generally recognised on an accrual basis when the service has
been provided. Loan origination fees for |oans which are |likely to be drawn down are deferred,
together with related direct costs, and recognised as an adjustnent to the effective yield on
the | oan. Fees and commi ssions arising fromnegotiating or participating in the negotiation

of a transaction for a third party are recogni sed on conpletion of the underlying transaction

I nvest nent s

I nvestnents are classified into the followi ng categories: trading securities, originated

| oans, and avail able-for-sale securities. Managenent determ nes the appropriate classification
of investnents at the tine of purchase.

Tradi ng securities are those which were either acquired for generating a profit fromshort-
termfluctuations in price or dealer's nmargin, or are securities included in a portfolio in
which a pattern of short-termprofit-taking exists. They are initially recognised at cost,
whi ch includes transaction costs, and subsequently renmeasured at fair value. Al related
realised and unrealised gains and | osses are included in net trading incone.

Originated debt securities include those where noney is provided to the issuer, either
directly or through an internediary, other than those that are originated with the intent to
be sold imediately or in the short-term which are recorded as trading securities. They are
initially recorded at cost, which is the cash given to originate the debt including any
transaction costs, and subsequently nmeasured at anortised cost using the effective interest
rate nethod.

Avail abl e-for-sale securities are those intended to be held for an indefinite period of tine
and which may be sold in response to needs for liquidity or changes in interest rates, foreign
exchange rates or market prices. They are initially recognised at cost, which includes
transaction costs, and subsequently reneasured at fair value. Unrealised gains and | osses
arising fromchanges in fair value of available-for-sale securities are recognised in

st ockhol ders' equity. Wen the securities are disposed of or inpaired, the rel ated

accurul ated unreal i sed gains or |osses included in stockholders' equity are transferred to

the profit and | oss account.

The fair values of quoted investments are based on current bid prices. For unquoted
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i nvestments, the Group establishes fair value by using valuation techni ques. These
i nclude the use of recent arms length transactions, discounted cash flow anal ysis and
ot her val uation techni ques comonly used by market participants.

Fi nanci al assets are assessed at each bal ance sheet date for objective evidence of

i mpairment. A financial asset is considered inpaired if its carrying amunt exceeds its
estimated recoverabl e ampbunt. The amount of the inpairment |oss for assets carried at
anortised cost is calculated as the difference between the asset's carrying amunt and
the present value of expected future cash flows discounted at the original effective
interest rate. The recoverable amunt of a financial asset carried at fair value is

t he present value of expected future cash flows discounted at the current market interest
rate for a simlar financial asset.

Al'l purchases and sal es of investnent securities are recogni sed at settlenent date.

Repur chase and reverse repurchase transactions

Securities sold under agreenents to repurchase (repurchase agreenents) and securities

pur chased under agreenents to resell (reverse repurchase agreenents) are treated as
collateralised financing transactions. The difference between the sal e/ purchase and
repurchase/resale price is treated as interest and accrued over the life of the agreenents
using the effective yield nethod.

Derivatives

Derivative instrunents are initially recognised in the bal ance sheet at cost

(including transaction costs) and subsequently are reneasured at their fair value. Fair
val ues are obtained from quoted market prices, discounted cash fl ow nodels and option
pricing nmodel s as appropriate. Al derivatives are carried as assets when fair value is
positive and as liabilities when fair value is negative.

Changes in the fair value of derivatives are included in net trading inconme. This includes
derivative transactions which, while providing effective econom ¢ hedges under the G oup's
ri sk managenent positions, do not qualify for hedge accounting under the specific rules

in International Accounting Standard (1AS) 39.

Loans and provisions for credit |osses

Loans are recogni sed when cash is advanced to borrowers. They are initially recorded at
cost, which is the cash given to originate the |oan including any transaction costs, and
subsequent|ly nmeasured at anortised cost using the effective interest rate method.



A provision for credit losses is established if there is objective evidence that a loan is
impaired. A loan is considered inpaired when managenent deternmines that it is probable that
all anmpbunts due according to the original contractual ternms will not be collected. Wen a

| oan has been identified as inpaired, the carrying amount of the loan is reduced by
recording specific provisions for credit losses to its estimated recoverabl e anount, which
is the present val ue of expected future cash flows including amounts recoverable from
guarantees and coll ateral, discounted at the original effective interest rate of the |oan.

The provision for credit |osses also covers situations where there is objective evidence
that probable | osses are present in conponents of the |oan portfolio at the bal ance sheet
date. These have been estimted based upon historical patterns of |osses in each conponent,
the credit ratings allocated to the borrowers and the current economic climate in which the
borrowers operate.

For non-performng and inpaired | oans the accrual of interest income based on the origina
terms of the loan is discontinued. Janmi can banking regul ations require that interest on
non- perform ng | oans be taken into account on the cash basis. |IFRS require that interest

i ncome on non-performng | oans be accrued, to the extent collectible, and that the increase
in the present value of inpaired | oans due to the passage of tine be reported as interest

i ncome. The difference between the Jammi can regul atory basis and | FRS was assessed

to be i muateri al

Wite-offs are made when all or part of a loan is deenmed uncollectible or in the case of

debt forgiveness. Wite-offs are charged agai nst previously established provisions for credit
| osses and reduce the principal amount of a | oan. Recoveries in part or in full of anobunts
previously witten-off are credited to provision for credit losses in the profit and | oss
account .

Statutory and other regulatory | oan | oss reserve requirenments that exceed these amounts are
dealt with in a non-distributable |oan | oss reserve as an appropriation of retained earnings.

| nvest ment property

I nvestnent property is held for long-termrental yields and is not occupied by the G oup.
I nvestnent property is treated as a long-terminvestnent and is carried at fair val ue,
representing open market val ue determ ned annually by external valuers. Changes in fair
val ues are recorded in the profit and | oss account.
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I nvestnents in subsidiaries
Investnments by the Bank in subsidiaries are stated at cost |ess accunul ated i npairnent
| osses.

I nvestnents in associ ates

Associ ates are entities over which the Group has significant influence, but which it does
not control, generally acconpanying a sharehol ding of between 20% and 50% of the voting
rights. Investnments in associates are accounted for by the equity method of accounting.
Under this nethod, the Group's share of the post-acquisition profits or |osses of
associates is recognised in the consolidated profit and |l oss account and its share of
post-acquisition novenents in reserves is recognised in reserves. The G oup's investnent
in associates includes goodwi Il on acquisition (net of accunul ated anortisation).

In the Bank's unconsol i dated bal ance sheet, investnments in associates are shown at cost.

Property, plant and equi pnent

Land and buil di ngs, except for investnent property, are shown at deened cost, |ess
subsequent depreciation for buildings. Under IFRS 1, a first-tinme adopter may elect to
use a previ ous GAAP reval uation of an item of property, plant and equi pnent as its deened
cost. The G oup elected to apply this provision. Al other property, plant and equi pnent
are stated at historical cost |ess accunul ated depreciation and inpairnment |osses.

Land is not depreciated. Depreciation on other assets is calculated on the straight-Iline

basis at annual rates that will wite off the carrying value of each asset over the period
of its expected useful life. Annual depreciation rates are as foll ows:

Freehol d buil di ngs 2-5%

Leasehol d i nprovenents Peri od of | ease

Comput er equi prrent and software 20-33 1/ 3%

O fice equi pment and furniture 20%

O her equi pnent 10%

Mot or vehicl es 20- 25%

Leased assets Shorter of period of |ease or useful |life of asset

Property, plant and equi pnent are revi ewed for inpairnment whenever events or changes in
circunstances indicate that the carrying amount may not be recoverable. Were the carrying
anmount of an asset is greater than its estimted recoverable amount, it is witten down
i mediately to its recoverabl e amount. The recoverable anmount is the higher of the asset's
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fair value less costs to sell and value in use.

Gai ns or | osses on disposal of property plant and equi pnent are determ ned by reference to
their carrying anmount and are taken into account in determ ning operating profit. Repairs
and renewal s are charged to the profit and | oss account when the expenditure is incurred.

Goodwi | |

Goodwi I | represents the difference between the cost of an acquisition and the fair val ue

of the Group's share of the net identifiable assets of the acquiree. Goodwi Il on acquisition
of associates is included in investnments in associates. Positive goodwill is anortised on
the straight line basis over its expected economic life of 5 years. Negative goodwill is
anortised on the straight |ine basis over 23 years, being the remining wei ghted average
useful life of the identifiable depreciable assets of the associate.

Bor r owi ngs

Borrowi ngs including those arising under securitization arrangenents are recognised initially
at cost, being their issue proceeds, net of transaction costs incurred. Subsequently,
borrowi ngs are stated at anortised cost and any di fference between net proceeds and the
redenption value is recognised in the profit and | oss account over the period of the borrow ngs
using the effective yield nethod.

Enpl oyee benefits

(i) Pension plans
The Bank and its subsidiaries operate a nunber of retirenent plans, the assets of which
are generally held in separate trustee-adm ni stered funds. The pension plans are funded
by paynments from enpl oyees and by the rel evant conpanies, taking into account the
recommendati ons of independent qualified actuaries. The Group has both defined
contribution and defined benefit plans. A defined contribution plan is a pension plan
under which the Group pays fixed contributions into a separate fund. The G oup has no | ega
or constructive obligation beyond paying these contributions. A defined benefit plan is a
pension plan that defines an anpbunt of pension benefit that an enployee will receive on
retirement, usually dependent on one or nore factors such as age, years of service and
conpensati on.

Contributions to defined contribution plans are charged to the profit and | oss account
in the period to which they relate.

The asset or liability in respect of defined benefit plans is the difference between the



present val ue of the defined benefit obligation at the bal ance sheet date and the fair

val ue of plan assets, adjusted for unrecogni sed actuarial gains/losses and past service
cost. Where a pension asset arises, the anpunt recognised is limted to the net tota

of any cunul ati ve unrecogni sed net actuarial |osses and past service cost and the present
val ue of any econom c benefits available in the formof refunds fromthe plan or

reduction in future contributions to the plan. The pension costs are assessed using the
projected unit credit method. Under this nmethod, the cost of providing pensions is charged
to the profit and | oss account so as to spread the regul ar cost over the service |ives of
the enpl oyees in accordance with the advice of the actuaries, who carry out a full valuation
of the plans every year. The pension obligation is nmeasured at the present value of the
estimated future cash outflows using discount estimated rates based on market yields on
government securities which have ternms to maturity approximting the terns of the rel ated
liability.

A portion of actuarial gains and | osses is recognised in the profit and | oss account if
the net cunul ati ve unrecogni sed actuarial gains or |osses at the end of the previous
reporting period exceeded 10 percent of the greater of the present value of the gross
defined benefit obligation and the fair value of plan assets at that date. Any excess
actuarial gains or |osses are recognised in the profit and | oss account over the
average remmining service |lives of the participating enployees.

(ii) Other post-retirenent obligations
Group conpani es provide post-retirenment health care benefits to their retirees. The
entitlenent for these benefits is usually based on the enployee remaining in service up
to retirenment age and the conpletion of a mninmmservice period. The expected costs of
these benefits are accrued over the period of enploynent, using a nethodology sinmlar to
that for defined benefit pension plans. Valuations of these obligations are carried out
annual Iy by independent qualified actuaries.

(p) Leases
(i) As Lessee

Leases of property, plant and equi pment where the Group has substantially all the risks
and rewards of ownership are classified as finance | eases. Finance | eases are capitalised
at the inception of the |ease at the lower of the fair value of the | eased asset or the
present value of mininumlease paynents. Each | ease paynent is allocated between the
liability and interest charges so as to produce a constant rate of charge on the |ease
obligation. The interest elenent of the | ease paynents is charged to the profit and
| oss account over the |ease period.
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Leases where a significant portion of the risks and rewards of ownership are retained
by the |l essor are classified as operating | eases. Paynents under operating |eases are
charged to the profit and | oss account on a straight-line basis over the period of the
| ease.

(ii) As Lessor
When assets are | eased out under a finance |ease, the present value of the | ease paynents
is recognised as a receivable. The difference between the gross receivable and the
present val ue of the receivable is recogni sed as unearned finance incone. Lease incone is
recogni sed over the termof the lease in a manner which reflects a constant periodic rate
of return on the net investnent in the | ease.

Assets | eased out under operating |eases are included in property, plant and equi pnent
in the bal ance sheet. They are depreci ated over their expected useful lives on a basis
consistent with simlar owned assets. Rental incone is recognised on a straight-Iline
basi s over the | ease term

I ncone taxes
Taxati on expense in the profit and | oss account conprises current and deferred tax charges.

Current tax charges are based on taxable profits for the year, which differ fromthe profit
before tax reported because it excludes itenms that are taxable or deductible in other years,
and itens that are never taxable or deductible. The Group's liability for current tax is

cal cul ated at tax rates that have been enacted at bal ance sheet date.

Deferred incone tax is provided in full, using the liability nethod, on tenporary differences
arising between the tax bases of assets and liabilities and their carrying anmounts in the
financial statements. Currently enacted tax rates are used in the determ nation of deferred

i ncome tax.

Deferred tax assets are recognised to the extent that it is probable that future taxable
profit will be avail abl e agai nst which the tenporary differences can be utilised.

Deferred incone tax is provided on tenporary differences arising on investrments in
subsi di ari es and associ ates, except where the timng of the reversal of the tenporary

di fference can be controlled and it is probable that the tenporary difference will not reverse
in the foreseeable future
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Deferred tax is charged or credited in the profit and | oss account, except where it relates
to itenms charged or credited to equity, in which case, deferred tax is also dealt with in

equity.

Policyhol ders' liabilities

Policyhol ders' liabilities are determ ned annually by an independent actuary using the Policy
Prem um Met hod of val uation. They represent the liability for future benefits payable by the
Group based on contracts for the |life assurance business in force at the bal ance sheet date.
These liabilities represent the anpunt which, together with future prem unms and i nvestnment
returns, in the opinion of the actuary, will be sufficient to pay future benefits relating

to contracts of insurance in force, as well as neet the expenses incurred in connection wth
such contracts. Allowance is nmade for interest, nortality and ot her assunptions consi dered

to be appropriate to include in the liabilities of the Goup under the terns of its policy
contracts in force.

Provi si ons

Provi si ons are recogni sed when there is a present |egal or constructive obligation as a
result of past events, it is probable that an outflow of resources will be required to settle
the obligation and a reliable estimate of the ampunt of the obligation can be nade.

Cash and cash equi val ents

For the purpose of the cash flow statenent, cash and cash equival ents conprise bal ances
with less than 90 days maturity fromthe date of acquisition including cash and bal ances
at Bank of Jammica (excluding statutory reserves), due from other banks, investnent
securities and due to other banks.

Accept ances, guarantees, indemmities and letters of credit

The potential liability under acceptances, guarantees, indemities and letters of credit
is reported as a liability in the bal ance sheet. There are equal and offsetting clains
agai nst custoners in the event of a call on these commtnents, which are reported as an
asset.

Fiduciary activities

The Group acts as trustee and in other fiduciary capacities that result in holding or
pl aci ng of assets on behalf of individuals, trusts, retirenment benefit plans and ot her
institutions. These assets and i nconme arising thereon are excluded fromthese financia
statements, as they are not assets of the G oup
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3.

Segnent reporting

Busi ness segnments provide products or services that are subject to risks and returns

that are different fromthose of other business segnents, and conprise the Goup's
three operating divisions.

Conparative information

Where necessary, conparative figures have been reclassified to conformw th changes
in presentation in the current year
Segnent Reporting
The Group is organised into three main business segnents:

(a) Banking - This incorporates retail and corporate banking services.

(b) Wealth managenment - This incorporates stock brokerage, securities trading,
i nvest ment managenent, pension fund managenent and trustee services.

(c) Insurance - This incorporates life insurance and insurance brokerage services.

O her operations of the Group include data processing, noney remttance services and
regi strar and transfer agent services.

The Group's operations are located mainly in Jamai ca. The operations of subsidiaries
| ocat ed overseas account for |ess than 10 per cent of the Group's external operating
revenue, assets and capital expenditures.

Year ended Weal t h
30 Septenber 2004 Banki ng Managenent I nsurance O her Elimnations Consol i dat ed
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000
Ext ernal operating
revenue 17, 215, 673 6, 588, 628 996, 082 11, 327 - 24,811,710
Operating revenue
from ot her segnents 110, 480 1, 409, 847 391, 844 51, 390 (1,963,561) -
Operating revenue 17, 326, 153 7,998, 475 1, 387,926 62, 717 (1,963, 561) 24,811, 710




Segnent result 1, 802, 419 1, 539, 157 410, 116 (3,149) 44,341 3,792, 884
Share of profit of
associ ates 67, 230
Profit before tax 3,860,114
Taxati on expense (643, 376)
Net profit 3,216,738
Segnment assets 121, 856, 528 49, 755, 191 7,664,014 221, 684 (5,032,593) 174, 464, 824
Associ at es 1,163,192
Unal | ocat ed assets 244,001
Total assets 175,872,017
Segnent liabilities 110,554, 317 45,503, 571 7,004, 298 237, 195 (5,076,934) 158, 222, 447
Unal | ocated liabilities 1, 355, 565
Total liabilities 159, 578, 012
Capital expenditure 1,485,072 54,774 24, 440 1,273 1, 565, 559
Depreci ation 929, 597 22,786 10, 718 2,359 965, 460
Anortisation 81, 384 - - 81, 384
Year ended Weal th
30 Septenber 2003 Banki ng Managenent | nsurance Ot her Elimnations Consol i dat ed
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000
Ext ernal operating
revenue 16, 506, 432 4,485, 574 745, 667 4,809 - 21,742,482
Operating revenue
from ot her segnents 59, 549 1,634,614 188, 115 37,748 (1,920, 026) -
Operating revenue 16, 565, 981 6,120,188 933, 782 42, 557 (1,920, 026) 21,742,482
Segnent result 2,615,548 747, 688 205, 397 10, 436 (94, 947) 3,463, 250
Taxati on expense (658, 859)
Net profit 2,804, 391
Segnment assets 116, 444, 537 36, 662, 981 4,761, 732 172, 228 (12, 363, 244) 145, 678, 234
Associ at es -
Unal | ocat ed assets 207,931
Total assets 145, 886, 165




Segnent liabilities 105,615,281
Unal | ocated liabilities

Total liabilities

Capital expenditure 1, 934, 850
Depreci ation 472, 497
Anortisation 107, 342

4. Net Fee and Comm ssion | ncone

Fee and comm ssi on i ncone:

Retai | banking fees
Credit related fees
O her fees

Fee and comm ssi on expenses

5. Net Trading Incone

For ei gn exchange translation and trading 871,973

Fi xed i ncone
Equities

34,533, 179 4,393, 551 163, 031 (12, 363, 244) 132, 341,798
672,535
133,014, 333
62,973 10, 371 2,000 2,010, 194
9,721 8, 967 3,725 494,910
- - - 107, 342
The G oup The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
631, 081 527, 866 656, 857 524, 430
1, 249, 424 1, 005, 187 1, 249, 424 1, 005, 187
310, 675 189, 232 66, 483 46, 262
2,191, 180 1,722,285 1,972,764 1,575,879
(418, 259) (413, 924) (418, 259) (381, 601)
1,772,921 1, 308, 361 1, 554, 505 1,194, 278
The G oup The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
1,971, 850 830, 349 1, 929, 809
449, 149 92,991 269, 780 73,238
15, 751 843, 868 10, 735 773,853
1, 336, 873 2,908, 709 1,110, 864 2,776,900




For ei gn exchange translation and tradi ng i ncome includes gains and | osses arising fromtranslation

of assets and liabilities denom nated in foreign currency as well as those arising from foreign
currency trading activity.
6. Staff Costs
The Group The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Wages and sal ari es 3,150, 448 2,847,140 2,741, 685 2,559,193
Statutory contributions 353, 710 278, 423 315, 138 262, 552
Pensi on costs - defined contribution plans 113, 669 95, 025 106, 688 91, 166
Pensi on costs - defined benefit plans (520) 342 - -
Al l owances and benefits 661, 978 583, 550 604, 406 545, 666
Staff profit share 246, 390 221, 059 246, 390 221, 059
Term nation benefits 113,910 186, 742 109, 984 186, 553
4,639, 585 4,212,281 4,124,291 3, 866, 189
The nunber of persons enployed as at 30 Septenber:
The G oup The Bank
2004 2003 2004 2003
Full -time 2,445 2,386 2,243 2,196
Part-time 109 272 107 254
Cont r act 137 39 122 21
2,691 2,697 2,472 2,471
7. Profit before Taxation
The foll owi ng have been charged/ (credited) in arriving at profit before taxation:
The G oup The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000

Directors' enpolunents -



Fees 2,500 2,141 1, 760 1, 236

Management renuneration 59, 050 33, 665 59, 050 33, 665
Audi tors' remuneration 20, 518 17, 603 12, 460 11, 100
Depr eci ation 965, 460 494, 410 928, 532 471,742
Gai n on disposal of property, plant and

equi pnent (29, 257) (324) (28, 490) (1, 242)
Di vi dend i ncone (101, 539) (24, 776) (80, 422) (14, 204)
Operating |l ease rentals 72,782 73,774 72,782 73,774

8. Taxation

The G oup The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Current:
Income tax at 33 1/ 3% 449, 610 253, 618 428, 274 31, 860
Premumtax at 1 1/2% up to 31 Decenber 2003
and 3% thereafter (2003 - 1 1/2% 75, 148 18, 392 - -
I nvestnent incone tax at 7 1/2% up to 31
Decenber 2003 and 15% t hereafter (2003 -
7 1/2% 2,116 6, 535 - -
Tax credit on bonus issue of shares - (2, 825) - -
Share of tax of associates (Note 18) 22,835 - - -
Deferred tax (Note 21) 93, 667 383, 139 (319, 091) 389, 259
643, 376 658, 859 109, 183 421, 119

The tax on profit differs fromthe theoretical ampunt that would arise using the basic statutory
rate of 33 1/ 3% as foll ows:

The Group The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000

Profit before tax 3,860, 114 3,463, 250 1, 768, 839 2, 550, 654



Tax calculated at a tax rate of 33 1/3% 1, 286, 705 1, 154, 417 589, 613 850, 218
I ncone not subject to tax or in respect of which tax

has been remitted (638, 787) (676, 593) (497, 967) (594, 820)
Expenses not deductible for tax purposes 65, 624 212, 235 39,414 165, 721
Effect of different tax reginme applicable to life

i nsurance subsidiary 12, 844 (28, 375) - -
Pri or year overprovision (31, 860) - (31, 860) -
Ef fect of tax credit on bonus issue of shares - (2, 825) - -
O her (51, 150) - 9, 983 -
Taxati on expense 643, 376 658, 859 109, 183 421, 119

(a) Tax on the life insurance business is charged on investnent incone, |ess expenses allowable in

earning that income, at the rate of 7 1/2% up to 31 Dece
prem um i nconme | ess reinsurance premuns at 1 1/2%up to

nmber 2003 and 15% t hereafter

and on

31 Decenber 2003 and 3% thereafter

(b) The tax credit on the issue of bonus shares was conputed at the rate of 25% of the nom nal

val ue of the shares issued during the prior year. The nmaxi num noni na

the credit was 50% of the after-tax profit for the year

9. Net Profit

of each conpany.

2004 2003
$' 000 $' 000
Dealt with in the financial statenents of:
The Bank 1, 659, 656 2,129, 535
Subsi di ari es 1, 549, 384 674, 856
Associ at es 7,698 -
3,216, 738 2,804, 391
10. Retai ned Earni ngs
2004 2003
$' 000 $' 000
Refl ected in the financial statenments of:
The Bank 706, 613 2,567,768
Subsi di ari es 2,834, 054 1,284,670
Associ at es 7,698 -
3, 548, 365 3, 852, 438

val ue avail able for



11. Earnings Per Stock Unit

Basi c earnings per stock unit

Net profit attributable to stockhol ders ($' 000)
Wei ght ed average nunber of ordinary stock units
in issue ('000)

Basi ¢ earnings per stock unit ($)

12. Cash and Bal ances at Bank of Jamaica

Cash in hand and at bank

Bal ances with the Bank of Jamaica other than
statutory reserves

I ncl uded in cash and cash equival ents

Statutory reserves with the Bank of Jammica -
i nt erest-bearing

Statutory reserves with the Bank of Jammica -
non-i nt erest - bearing

is calculated by dividing the net

pr of

it attributable to
st ockhol ders by the wei ghted average nunber of ordinary stock units in issue during the year

2004 2003

3,216, 738 2,804, 391

2, 466, 763 2, 466, 763

1.30 1.14

The Group The Bank

2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
3, 590, 187 1, 920, 305 2,736,749 1, 856, 282
723, 641 22,792 721,934 22,792
4,313, 828 1, 943, 097 3, 458, 683 1, 879, 074
5, 165, 356 4,593, 657 5, 165, 356 4,593, 657
4,507, 297 4,104, 884 4,507, 298 4,104, 884
13, 986, 481 10, 641, 638 13,131,337 10,577,615

Statutory reserves with the Bank of Jammica represent the required ratio of 9% (2003 -

prescribed liabilities. They are not

Si nce 15 January 2003,
Bank of Janmmica Act, to maintain a specia
prescribed liabilities. This specia

13. Due from O her Banks

avai |l abl e for

i nvest nent,

| endi ng or

6% per annum

ot her

9% of
use by the G oup.

the Bank has been required by the Bank of Jammica under section 28A of the
deposit wholly in the form of cash,
deposit earns interest at

representing 5% of



Items in course of collection from other banks
Pl acenents with ot her banks

I ncluded in cash and cash equival ents

14. Trading Securities

Gover nment of Jammi ca debt securities
Quoted equity securities

15. Reverse Repurchase Agreenents

The Group and the Bank enter
credit
contractual obligations.
At 30 Septenmber 2004,
$278, 010, 000 (2003 - $570, 538, 000),
of Janmi ca debt securities, as collateral for

16. Loans and Advances

The G oup The Bank

2004 2003 2004 2003

$' 000 $' 000 $' 000 $' 000

1, 080, 605 1, 615, 564 1, 080, 605 1, 615, 564

12,579, 030 7,501, 684 12, 896, 353 7,826,142

13, 659, 635 9,117, 248 13,976, 958 9, 441, 706

The G oup

2004 2003
$' 000 $' 000
7,689 895, 230
286, 196 1,011, 040
293, 885 1, 906, 270

the Group and the Bank held $21, 562, 000, 000 (2003 -
respectively of securities,
reverse repurchase agreenents.

exposure in the event that the counterparty to the transaction is unable to fulfill

into collateralised reverse repurchase agreenents which may result in

its

$7, 441, 192, 000) and
mai nly representi ng Governnent

The G oup The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Gross | oans and advances 36, 189, 151 28, 563, 664 35, 962, 839 28, 426, 623
Provision for credit |osses (2,164,523) (2,163,517) (2,161,259) (2,151, 883)
34,024, 628 26, 400, 147 33, 801, 580 26,274,740



The novenent in the provision for credit | osses determ ned under the requirenents of IFRS is
as follows:

The Group The Bank

2004 2003 2004 2003

$' 000 $' 000 $' 000 $' 000

Bal ance at begi nni ng of year 2,163,517 1,972,328 2,151, 883 1, 963, 506
Provi ded during the year 853, 400 1, 906, 596 853, 270 1,903, 784
Recoveri es (431, 059) (1, 700, 035) (431,059) (1,700,035
Net charge to profit 422, 341 206, 561 422,211 203, 749
Wite-offs (421, 335) (15, 372) (412, 835) (15, 372)
Bal ance at end of year 2,164,523 2,163,517 2,161, 259 2,151, 883

The aggregate amount of non-performng | oans on which interest was not being accrued anmounted
to $1, 475,419,000 as at 30 September 2004 (2003 - $1, 503, 254, 000) .

The provision for credit |osses determ ned under Bank of Jammica regulatory requirenents is as foll ows:

The Group The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Speci fic provision 1,932,230 1,994,136 1, 928, 966 1, 982, 502
General provision 343, 943 242,272 343, 943 242,272

2,276,173 2, 236, 408 2,272,909 2,224,774

Excess of regulatory provision over |IFRS
provision reflected in non-distributable |oan
| oss reserve (Note 32) 111, 650 72,891 111, 650 72,891

17. I nvestnent Securities



Originated debt securities - at
Gover nnent of Jammi ca

For ei gn gover nnent

O her

Avai |l abl e-for-sale securities -
Debt securities
- Government of Janmmica
- Foreign governnent
- Corporate
- O her
Equity securities
- Quoted
- Unquot ed

Tot a

The Bank of Janmica hol ds as security,

val ue of $1, 400, 000, 000 (2003 -

(2003 - $1,977,151,000) for the Bank agai nst

The Fi nanci a

anorti sed cost

at fair val ue

The G oup The Bank

2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
47,661, 489 58, 344, 867 35, 796, 728 49, 670, 679
- 20, 000 - -
621, 819 725, 827 563, 353 726,915
48, 283, 308 59, 090, 694 36, 360, 081 50, 397, 594
27,197,789 18, 924, 976 10, 419, 354 7,474,127
171, 199 175, 556 171, 199 175, 556
8,170 14, 370 8,170 14, 370

- 13, 164 - -
1, 800, 503 319, 700 1,762, 462 305, 318

33, 256 - 33, 255 -
29, 210, 917 19, 447, 766 12, 394, 440 7,969, 371
77,494, 225 78, 538, 460 48, 754, 521 58, 366, 965

Gover nment of Jammi ca Loca

$2,017, 151, 000) for the Goup and $1, 300, 000, 000

Servi ces Conm ssion holds as security,
val ued at $90, 000,000 (2003 - $90,000,000) for the life insurance subsidiary,

Section 8(1)(B) of the Insurance Regul ati ons 2001

Gover nment of Jammi ca Loca

possi bl e shortfalls in the operating account.

Regi stered Stocks with a face

Regi stered St ocks

in accordance with

Included in investment securities are the foll owi ng ambunts which are regarded as cash equival ents
for purposes of the statenment of cash flows:

The G oup

2004
$' 000

2003
$' 000

The Bank

2004

$' 000

2003

$' 000



Debt securities with an original maturity of
l ess than 90 days 3,713,992 1,275,556 3,421, 199 1, 275, 556

18. Investnments in Associ ates

The Group The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Acqui sitions during the year 1, 148, 446 - 1, 148, 446 -
Share of results before tax 67,230 - - -
Share of tax (Note 8) (22, 835) - - -
Di vi dends received (21, 345) - - -
Anortisation of positive goodw || (36, 363) - - -
Anortisation of negative goodw || 21,011 - - -
Ot her equity novenents 7,048 - - -
At end of year 1,163,192 - 1, 148, 446
Conpri si ng:
Share of net assets 1,679, 040 - - -
Unanorti sed positive goodwi || 236, 359 - - -
Unanorti sed negative goodw || (752, 207) - - -
At end of year 1,163, 192 - - -
19. Investment Properties
The G oup
2004 2003
$' 000 $' 000
Bal ance at begi nni ng of year 28, 200 17, 442
Addi tions - 8, 445
Di sposal s (8, 000) -
Fair val ue gains/ (|l osses) 1,100 2,313
Bal ance at end of year 21, 300 28, 200

The investnent properties are valued annually at 30 September at fair val ue representing open



mar ket val ue by an i ndependent

prof essionally qualified val uer

20. Property, Plant and Equi prent

Cost -
At 1 October 2002
Addi ti ons
Di sposal s
Transfers
Recl assi ficati ons and
adj ust ment s
At 30 Septenber 2003
Addi tions
Di sposal s
Transfers
Recl assi ficati ons and
adj ust nent s
At 30 Septenber 2004

Accurul at ed
Depreci ation -

At 1 Cctober 2002
Charge for the year

Di sposal s

At 30 Septenber 2003
Charge for the year

Di sposal s

Recl assi fications and
adj ust ment s

The Group
Assets
Capitalised
Freehol d Furni ture, Under
Land and Leasehol d Equi prment Fi nance Wor k-i n-
Bui | di ngs | mprovenent s & Software Leases Progress Tot a
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000
1, 355, 503 249, 075 1,127,922 883, 558 707, 854 4,323,912
96, 790 19, 084 822, 378 6,784 1, 065, 158 2,010, 194
- (2,514) (9, 897) (18, 063) - (30, 474)
27,227 75, 040 1, 036, 885 15,341 (1,154, 493) -
- - - - (63,574) (63, 574)
1,479,520 340, 685 2,977, 288 887, 620 554, 945 6, 240, 058
114, 670 33,110 874, 231 87, 401 456, 147 1, 565, 559
(10, 525) - (33, 145) (50, 393) 45, 254 (139, 317)
267, 382 33, 459 252, 082 13,491 (566, 414) -
- - - - 4,967 4,967
1, 851, 047 407, 254 4,070, 456 938, 119 404, 391 7,671, 267
204, 378 201, 216 730, 239 722, 040 - 1, 857,873
25, 414 27,836 353, 500 88, 160 - 494, 910
- (1,996) (8,157) (14, 388) - (24, 541)
229, 792 227, 056 1, 075, 582 795, 812 - 2,328, 242
27,012 64, 991 788, 410 85, 047 - 965, 460
(1,921) - (18, 649) (44, 724) - (65, 294)
(47, 429) (17, 846) 96, 092 (20, 247) - 10, 570




At 30 Septenber 2004 207, 454 274, 201 1,941, 435 815, 888 - 3,238, 978
Net Book Val ue -
30 Septenber 2004 1, 643, 593 133, 053 2,129, 021 122, 231 404, 391 4,432, 289
30 Septenmber 2003 1, 249, 728 113, 629 1, 901, 706 91, 808 554, 945 3,911, 816
The Bank
Asset s
Capitalised
Freehol d Furni ture, Under
Land and Leasehol d Equi pnent Fi nance Wor k-i n-
Bui | di ngs | mprovenent s & Software Leases Progress Tota
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000
Cost -
At 1 Cctober 2002 1, 329, 620 243, 151 1, 045, 211 885, 693 694, 102 4,197,777
Addi tions 96, 790 - 788, 215 6,784 1,035,125 1,926,914
Di sposal s - - - (18, 063) - (18, 063)
Transfers 27,227 75, 040 1,011, 990 15,341 (1,129, 598)
Recl assi fications and
adj ust nent s - - - - (63, 574) (63, 574)
At 30 Septenber 2003 1, 453, 637 318, 191 2,845,416 889, 755 536, 055 6,043, 054
Addi ti ons 114, 670 18, 067 836, 732 87, 400 426,597 1, 483, 466
Di sposal s (10, 525) - (14, 430) (50, 393) - (75, 348)
Transfers 293, 265 33, 459 252, 082 13,491 (592, 297) -
Recl assi fications and
adj ust nent s - - - - 4,967 4,967
At 30 Septenber 2004 1, 851, 047 369, 717 3,919, 800 940, 253 375,322 7,456, 139
Accurmul at ed
Depreci ation -
At 1 Cctober 2002 204, 379 196, 412 668, 961 722, 040 - 1,791,792
Charge for the year 25, 414 25,416 332,752 88, 160 - 471,742




Di sposal s - - - (14, 388) - (14, 388)
At 30 Septenber 2003 229, 793 221, 828 1,001, 713 795, 812 - 2,249,146
Charge for the year 27,011 58, 569 757, 906 85, 047 - 928, 533
Di sposal s (1, 921) - (5, 385) (44, 724) - (52, 030)
Recl assi ficati ons and

adj ust nent s (47, 429) (17, 846) 96, 092 (20, 247) - 10, 570
At 30 Septenber 2004 207, 454 262, 551 1, 850, 326 815, 888 - 3,136,219
Net Book Val ue -
30 Septenber 2004 1, 643, 593 107, 166 2,069, 474 124, 365 375,322 4,319,920
30 Septenber 2003 1, 223, 844 96, 363 1, 843, 703 93, 943 536, 055 3, 793, 908

Included in the table above are anmounts totalling $164, 000,000 (2003 - $164, 000, 000) for the
Group and the Bank representing the previous Janmai can GAAP reval ued amount of |and and
bui | di ngs whi ch has been used as the deened cost of these assets under the provision of

IFRS 1 (Note 2(1)).

Assets capitalised under finance | eases conprise notor vehicles and conputer equi pment.

21. Deferred I ncone Taxes

Deferred incone taxes are calculated on all tenporary differences under the liability nethod

using a tax rate of 7.5% for the insurance subsidiary and 33 1/3% for the Bank and all other
subsidiaries. Assets and liabilities recognised on the balance sheet are as foll ows:
The G oup The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Deferred incone tax assets - (120, 426) - -
Deferred tax liabilities 852, 926 437, 966 308, 243 422, 349

Net liability 852, 926 317, 540 308, 243 422, 349



The novenent in the net deferred incone tax balance is as foll ows:

The G oup The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Net liability at begi nning of year 317, 540 218, 141 422, 349 163, 491
Deferred tax (incone)/expense (Note 8) 93, 667 383, 139 (319, 091) 389, 259
Deferred tax charged/ (credited) to stockhol ders
equity on avail abl e-for-sal e investnment
securities 441,719 (283, 740) 204,985 (130, 401)
Net liability at end of year 852, 926 317, 540 308, 243 422, 349
Deferred incone tax assets and liabilities are due to the followi ng itens:
The G oup The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Deferred incone tax assets:
Property, plant and equi pnent 133 50 - -
I nvest nent securities - available-for-sale 2,530 295, 389 - 160, 815
Loan | oss provisions 77,431 56, 460 77,431 56, 460
Pensi ons and other post-retirenent benefits 70, 893 59, 419 69, 960 59, 419
I nt erest payabl e 300, 115 425, 646 - -
Interest rate swap 14,994 42,970 14,994 42,970
Tax |l oss carry forwards 5,919 - -
Accrual for staff profit share 73,686 73, 686
O her tenporary differences 38, 453 38, 027 32,111 34, 617
504, 549 997, 566 194, 496 427, 967
Deferred incone tax liabilities:
Property, plant and equi pnent 103, 256 159, 731 100, 440 157, 629
I nvest nent securities - avail able-for-sale 157, 085 8,226 44,169 -
I nvest nent securities - trading 25, 237 - - -
ol i gations under securitization arrangenments 21, 265 47,092 21, 265 47,092
I nterest receivable 705, 866 446,774 - -



Unreal i sed foreign exchange gains 341, 124 651, 358 336, 865 645, 595
O her tenporary differences 3,642 1,925 - -
1, 357, 475 1, 315, 106 502, 739 850, 316

Deferred i ncone taxes are recognised for tax losses carry forwards only to the extent that
realisation of the related tax benefit is probable. At 30 Septenber 2003, a subsidiary had
tax | osses, subject to agreement with the Comm ssioner of Taxpayer Audit and Assessnent,
aggregating $17,757,000 avail able for indefinite of fset against future taxable incone in
respect of which a deferred tax asset had been recogni sed.

Deferred incone tax liabilities have not been provided for on the w thhol ding and ot her
taxes that woul d be payable on the undistributed earnings of certain subsidiaries to the
extent that such earnings are permanently reinvested. Such undistributed earnings totalled
$2, 834,054, 000 at 30 Septenber 2004 (2003 - $1, 284,670, 000).

22. Retirenent Benefits

(Assets)/liabilities recognised on the bal ance sheet are as foll ows:

The G oup The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Pensi on schenes (7,602) (6, 009) - -
Ot her post retirement benefits 209, 879 178, 257 209, 879 178, 257

Pensi on schenes

The Bank and its subsidiaries have established a nunmber of pension schenes covering al
per manent enpl oyees. The assets of funded plans are held i ndependently of the Goup's
assets in separate trustee adm nistered funds. Defined benefit plans are val ued by

i ndependent actuaries annually using the projected unit credit nethod. The | atest
actuarial valuations were carried out as at 30 June 2004.

The ampunts recogni sed in the bal ance sheet are determ ned as foll ows:



The G oup The Bank

2004 2003 2004 2003

$' 000 $' 000 $' 000 $' 000

Present val ue of funded obligations 4,101, 467 3,541, 715 4,091, 070 3,532,961

Fair value of plan assets (9,311, 163) (6, 965, 257) (9,294,518) (6,951, 468)

(5,209,696) (3,423,542) (5,203,448) (3,418,507)

Unr ecogni sed actuarial gains 2,192, 330 561, 117 2,193,684 562, 091
Limtation on asset due to uncertainty of

obt ai ni ng econoni ¢ benefits 3,009, 764 2,856,416 3,009, 764 2,856,416

Asset in the bal ance sheet (7,602) (6, 009) - -

Pensi on plan assets include:

- Ordinary stock units of the Bank with a fair value of $1,622,032,000 (2003 - $664, 913, 000).

- Repurchase obligations, prom ssory notes and | ease obligations of the G oup aggregati ng $620, 277, 000
(2003 - $1, 052,071, 000).

- Properties occupied by the Goup with a fair value of $238, 050,000 (2003 - $212, 400, 000).

The amounts recognised in the profit and | oss account are as foll ows:

The G oup The Bank

2004 2003 2004 2003

$' 000 $' 000 $' 000 $' 000

Current service cost (390) 420 - -

I nterest cost 387,572 418, 666 386, 200 417, 586

Expected return on plan assets (541, 050) (551, 829) (539,548) (550, 664)
Net actuarial gains recogni sed - 7 -

Change in limtation on asset 153, 348 133,078 153, 348 133,078

Total, included in staff costs (Note 6) (520) 342 - -

The actual return on plan assets was $2, 545,018,000 (2003 - 934,182, 000) and $2, 543, 189, 000 (2003



$932, 436, 000) for the Group and the Bank, respectively.

Movements in the amounts recogni sed in the bal ance sheet:

The G oup The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Asset at begi nning of year (6, 009) (5, 284) - -
Total (income)/expense, as above (520) 342 - -
Contributions paid (1,073) (1,067) - -
Asset at end of year (7,602) (6, 009) - -

The principal actuarial assunptions used were as foll ows:

The G oup The Bank
2004 2003 2004 2003
Di scount rate 12. 5% 15. 0% 12. 5% 15. 0%
Expected return of plan assets 10. 0% 10. 5% 10. 0% 10. 5%
Future sal ary increases 9.5% 10. 0% 9.5% 10. 0%
Future pension increases 0-3.5% 0-6.5% 3.5% 6. 5%

Ot her post-retirement benefits

In addition to pension benefits, the Bank and its subsidiaries offer retiree medical

and life insurance benefits that contribute to the health care and |life insurance coverage
of enpl oyees and beneficiaries after retirenment. The nethod of accounting and frequency of
valuations are simlar to those used for defined benefit pension schenes.

In addition to the assunptions used for pension schenes, the main actuarial assunption is
a long-termincrease in health costs of 15% per year (2003 - 139%.

The ampunts recogni sed in the bal ance sheet are determ ned as foll ows:



The Group and The Bank

2004 2003
$' 000 $' 000
Present val ue of unfunded obligations 173, 259 177,028
Unr ecogni sed actuarial gains 36, 620 1,229
Liability in the bal ance sheet 209, 879 178, 257
The ampunts recognised in the profit and | oss account are as foll ows:
The G oup and The Bank
2004 2003
$' 000 $' 000
Current service cost 12, 383 8,419
I nterest cost 27,772 21,410
Total, included in staff costs 40, 155 29, 829
Movements in the amounts recogni sed in the bal ance sheet:
The Group and The Bank
2004 2003
$' 000 $' 000
Liability at begi nning of year 178, 257 154, 557
Total expense, as above 40, 155 29, 829
Contributions paid (8, 533) (6, 129)
Liability at end of year 209, 879 178, 257
23. Other Assets
The G oup The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Accounts recei vabl e and prepaynents 744,606 1,031, 276 459, 879 426, 685



I nterest receivable 4,071, 907 4,987, 290 1, 896, 175 3, 608, 276
Wt hhol di ng tax recoverable 1, 265, 312 350, 137 747, 244 470,170
6, 081, 825 6, 368, 703 3,103, 298 4,505, 131

24. Due to O her Banks

The Group The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Items in course of payment 1, 310, 633 1, 150, 994 1, 310, 633 1, 150, 994
Deposits from ot her banks 5, 484, 157 5,106, 214 5,484, 875 5,106, 214
6, 794, 790 6, 257, 208 6, 795, 508 6, 257, 208

25. Obligations Under Credit Card and Cash Advance Securitization Arrangenents

The G oup and The Bank

2004 2003

$' 000 $' 000

Princi pal outstanding - US$154.3 million (2003 - US$79.2 mllion) 9,532,453 4,718, 256
Unanorti sed transaction fees (104, 717) (141, 277)
Net liability 9,427,736 4,576, 979

In 2001, the Bank entered into an arrangement for the sale of Future Accounts Receivabl e anounting
to US$125, 000,000 in respect of credit card and cash advance transactions in Jamai ca between Visa

I nternational Service Association and Master Card International |ncorporated and cardhol ders hol di ng
cards issued by banks outside of Jamaica (primarily in the U S. A ). This took the formof variable
funding certificates issued by Citibank N. A through Citicorp adm nistered comrerci al paper conduits.
Payments under the arrangenent were due quarterly commencing in Cctober 2001 and endi ng Oct ober 2006.
I n Septenber 2004, the arrangenent was anended to extend the schedul ed final paynment date from

COct ober 2006 to October 2009 and to increase the facility limt to US$200, 000, 000. An additiona
drawdown of US$100, 000, 000 was made i n Septenber 2004.



Interest is calculated daily based on the wei ghted average rate applicable to comrercial paper
transactions adm nistered by the respective conduits. The rate approxi mates one nonth US doll ar
LI BOR pl us 200 basis points.

Rel ated to this arrangenent, the Bank also entered into two interest rate swap agreenents effective
Oct ober 2001 with Citibank N. A as foll ows:

Swap 1 - The Bank pays 4.33% per annum fi xed and receives three nonth US dollar LIBOR on a notiona
amount of US$45, 000, 000 every quarter comenci ng January 2002 and endi ng July 2006.

Swap 2 - The Bank pays 3.78% per annum fi xed and receives three nonth US dollar LIBOR on a notiona
amount of US$45, 000, 000 every quarter comenci ng January 2002 and endi ng July 2006.

The conbined fair value of these interest rate swaps at 30 Septenber 2004 is negative US$728, 000
(2003 - Negative US$2, 166, 000).

26. O her Borrowed Funds

The G oup The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Devel opnent Bank of Jamaica 865, 166 949, 431 865, 166 949, 431
Student | oan funds 93, 090 114, 074 93, 090 114, 074
Fi nance | ease obligations 111, 062 65, 744 123, 888 101, 887
1, 069, 318 1,129, 249 1, 082, 144 1, 165, 392

(a) The loans from Devel opnent Bank of Jammica are granted in both Jamaican dollar and US doll ar
currencies and are utilised by the Bank to finance custoners with viable projects in agricultural
agro-industrial, manufacturing, mning and tourism sectors of the econony. The |loans to custoners
are for terns up to 12 years and at rates of 10 - 13%

(b) Student |oan funds represent funds provided by the Governnment of Janmica and vari ous funding
agencies to the Bank for the purpose of making |oans to students of tertiary educationa
institutions. These are repayable over 7 - 10 years and attract interest at a rate of 16 -18%



(c) The finance | ease obligations are as foll ows:

The G oup The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
M ni mrum | ease paynents under finance
| eases:

Not later than 1 year 59, 291 52, 662 72,574 80, 948

Later than 1 year and not later than 5
years 91, 386 25, 860 91, 729 39,612
150, 677 78,522 164, 303 120, 560
Future finance charges (39, 615) (12,778) (40,415) (18,673)
Present val ue of finance | ease obligations 111, 062 65, 744 123, 888 101, 887

The present value of finance | ease obligations are as foll ows:

The G oup The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Not later than 1 year 37,998 43, 214 50, 481 66, 270
Later than 1 year and not later than 5 years 73, 064 22,530 73, 407 35, 617
111, 062 65, 744 123, 888 101, 887

27. Policyholders' Liabilities

The Board of Directors of the Group's life insurance subsidiary appoints the Actuary pursuant to

the Insurance Act. His responsibility is to carry out an annual valuation of the conpany's
policyholders' liabilities in accordance with accepted actuarial practice and regulatory requirenents
and report thereon to the policyhol ders and sharehol ders. In perform ng the valuation, the Actuary
mekes assunptions as to the future rates of interest, asset defaults, nortality, norbidity, clains
experience, policy term nation, inflation, reinsurance recoveries, expenses and ot her

contingencies, taking into consideration the circunstances of the conpany and the insurance policies
in force.

The G oup
2004 2003



(a)

(b)

28.

Conposition of policyholders' liabilities:
Li fe assurance fund

| nsurance ri sk reserve

Change in policyholders' liabilities:

Li fe assurance fund

At the beginning of the year

Gross preni unms

Cost of insurance transferred to profit and | oss al/c
Fees transferred to profit and | oss account

Clains and benefits

Interest credited

At the end of the year

I nsurance ri sk reserve

$' 000 $' 000
7,105,114 4,232, 286
(192, 504) 55, 372
6,912, 610 4, 287, 658
4,232, 286 3, 188, 347
2,764, 700 1,070, 137
(24, 595) (24, 222)
(93, 579) (70, 992)
(666, 961) (430, 983)
893, 263 499, 999

7,105,114 4,232,286

At the beginning of the year 55, 372 29,174
(Decrease)/increase in reserve (247, 876) 26, 198
At the end of the year 192, 504 55, 372
Provi si ons
The G oup The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
At begi nning of year 140, 000 61, 060 140, 000 61, 060
Provi ded during the year - 90, 000 - 90, 000
Utilised during the year (23, 000) (11, 060) (23, 000) (11, 060)
At end of year 117, 000 140, 000 117, 000 140, 000
Conpri si ng:
Provision for litigation 117, 000 140, 000 117, 000 140, 000



29. O her Liabilities

The G oup
2004 2003
$' 000 $' 000
I nt erest payabl e 1, 803, 507 2,032,588
Accrued liabilities 1,722, 330 1, 250, 906
3, 525, 837 3, 283, 494

30. Share Capita

Aut hori sed

| ssued and Fully Paid Up -
2,466, 762,828 Ordinary stock units of $1 each

31. Fair Value and O her Reserves

Fair value reserve - available-for-sale investnents
Transl ati on reserve
Capital reserve

Capital reserve conprises:
Real i sed:
Capital gains fromthe schene of arrangenent
Surplus on reval uation of property, plant and
equi pnent
Ret ai ned earnings capitalised

The Bank
2004 2003
$' 000 $' 000
1, 089, 008 1,583,414
935, 445 647,771
2,024, 453 2,231,185
2004 2003
$' 000 $' 000
5, 750, 000 5, 750, 000
2,466, 763 2,466, 763
The Group The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
837, 549 (677, 313) 604, 925 (306, 864)
121, 047 98, 422 - -
308, 118 308, 118 348, 468 348, 468
1, 266, 714 (270, 773) 953, 393 41, 604
- - 300, 564 300, 564
92,991 92,991 - -
98, 167 98, 167 - -



Unreal i sed
Surplus on reval uation of property, plant and

equi prent 116, 960 116, 960 47,904 47,904
308, 118 308, 118 348, 468 348, 468
32. Loan Loss Reserve
This is a non-distributable reserve representing the excess of the provision for credit |osses
deternmi ned using the Bank of Jammica's regulatory requirenents over the amount determn ned under
| FRS (Note 16).
33. Banki ng Reserve Fund
This fund is nmaintained in accordance with the Banki ng Act 1992 which requires that a m ni mum of
15% of the net profits, as defined by the Act, of the Bank be transferred to the reserve fund
until the anpunt of the fund is equal to 50% of the paid-up capital of the Bank and thereafter
10% of the net profits until the anopunt of the fund is equal to the paid-up capital of the Bank
34. Retained Earnings Reserve
Section 2 of the Banking Act 1992 pernits the transfer of any portion of the Bank's net profit
to a retained earnings reserve. This reserve constitutes a part of the capital base for the
pur pose of determ ning the maxi mum | evel of deposit liabilities and | ending to custoners.
The deposit liabilities of the Bank and ot her indebtedness for borrowed noney together with
all interest accrued should not exceed twenty-five tines its capital base.
35. Cash Flows from Operating Activities
The G oup The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Net profit 3,216, 738 2,804, 391 1, 659, 656 2,129,535
Adj ustnents to reconcile net profit to cash flow
provi ded by/(used in) operating activities:
Depreci ation of property, plant and equi pnent 965, 460 494,910 939, 105 471,742
Share of after tax profits of associates (44, 395) - -
Provision for credit |osses 422, 341 206, 561 422,211 203, 749

I nterest income (21,513,976)  (17,470,803) (14, 441,397) (12,480, 376)



I nterest expense

I nconme tax expense
Unreal i sed exchange | oss on credit card and
cash advance securitization arrangenents

Anortisation of upfront fees on credit
cash advance securitization arrangenents
Change in retirenment benefit asset/obligation
Unreal i sed exchange gain on foreign currency
denom nated investnents

Deferred tax expense/(credit)

Gain on sale of property, plant and equi pnent
Fair value (gains)/losses on investnment
properties

Fair value (gains)/losses on interest

Changes in operating assets and liabilities:
Statutory reserves at Bank of Janmica
Reverse repurchase agreements
Loans and advances
Cust oner deposits
Repur chase agreenents
Prom ssory notes and certificates of

partici pation
Pol i cyhol der s’
O her

liabilities

I nterest received
Interest paid
I ncone tax paid

Net cash provided by/(used in) operating activities

36. Related Party Transactions and Bal ances

card and

rate swap

11, 809, 339 10, 712, 921 6, 843, 225 6,981, 076
526, 874 275, 720 428, 274 31, 860
130, 909 881, 965 130, 909 881, 965

81, 384 107, 342 81, 384 107, 342

30, 029 22,975 31, 622 23, 700
(1,037, 974) (3,063,652) (1,010,595) (3,063, 652)
93, 667 383, 139 (319, 091) 389, 259

(29, 763) (324) (28, 491) (1, 242)

(1, 100) (2,313) - -

(83, 926) (10, 321) (83, 926) (10, 321)
(974, 113) 3, 080, 443 (974,113) (3, 080, 443)
(15, 539, 579) 4,572,944 292, 528 1, 958, 054
(8,046,822)  (11,323,987) (7,949, 051) (11,390, 860)
10, 173, 312 6, 323, 789 8, 721, 651 7,277, 393
7,871,512 17,727,301  (10,277,939) 13, 482, 230
(351, 421) (969, 588) - -
2,624, 952 1, 070, 137 - -
(171, 777) 3, 366, 723 (45, 594) 255, 405
(9, 848, 329) 13,029,387 (15,579, 632) 4, 166, 416
22, 429, 359 12, 332, 120 16, 153,498 10, 764, 198
(12,038, 420) (10, 163,584) (7,337,631) (6,360, 671)
(512, 085) (277, 991) (37, 579) (259, 308)
30, 525 14,919, 932 (6,801, 344) 8, 310, 635

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

i nfl uence over the other

party in making financia

or

operationa

The followi ng transactions were carried out with related parties:

deci si ons.

exerci se significant



The G oup The Bank

2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Interest income froml oans:
Directors 930 533 930 534
Rel ati ves of directors 1,911 13 1,911 13
Conpani es controlled by directors and rel ated
by virtue of comon directorships 275, 085 154, 088 275, 085 154, 088
277,926 154, 634 277,926 154, 635
Interest income fromsecurities:
Fel | ow subsi di ari es 9, 325 - - -
Subsi di ari es - - 17,671 99, 841
Fees and conmi ssi ons earned:
Conpani es controlled by directors and rel ated
by virtue of conmon directorships 6, 272 - 6, 272 -
Subsi di ari es - - 79, 760 815
6,272 - 86, 032 815
Ot her operating incone:
Subsi di ari es - - 16, 286 1,277
I nterest expense:
Directors 1,764 1, 204 1,764 1, 204
Conpani es controlled by directors and rel ated
by virtue of common directorships 28, 245 9, 765 28, 245 9, 765
Rel ati ves of directors 1,241 - - -
Subsi di ari es - - 1,504, 544 1, 609, 888

31, 250 10, 969 1, 534, 553 1, 620, 857

Ot her operating expenses:

Fel | ow subsi di ari es 7,061 6, 070 7,061 6, 070
Par ent conpany 205, 592 164, 331 205, 592 164, 331
Subsi di ari es - - 23, 825 21, 490




Year - end bal ances with related parties are as foll ows:

The G oup The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Loans and advances:

Directors 4,458 3,261 4,458 3,261
Rel ati ves of directors 1,663 - 1,663 -

Conpani es controlled by directors and rel ated
by virtue of comon directorships 1,078,830 2,053,957 1,078, 830 2, 053, 957

1,084,951 2,057,218 1,084,951 2,057, 218

Reverse repurchase agreenents:
Conpani es controlled by directors and rel ated

by virtue of conmon directorships 469, 025 - - -
Subsi di ari es - - - 470, 538

Due from ot her banks:
Subsi di ari es - - 440, 630 424,676

O her assets:
Conpani es controlled by directors and rel ated

by virtue of conmon directorships 236, 935 9, 158 236, 935 9, 158

Subsi di ari es 6, 131 - 102, 682 47, 899
243, 066 9, 158 339, 617 57, 057

Cust oner deposits:

Directors 90, 495 48, 190 90, 495 48, 190
Rel atives of directors 5,968 2,629 5,968 2,629
Conpani es controlled by directors and rel ated

by virtue of common directorships 1, 028, 831 471,484 1,028,831 471, 484
Associ at es 25,034 - 25,034

- - 2,408,992 2,195, 601
1, 150, 328 522,303 3,559, 320 2,717,904

Subsi di ari es

Repur chase agreenents:
Conpani es controlled by directors and rel ated
by virtue of conmon directorships - - - 25, 566



Rel ati ves of directors 8,423 - -
Subsi di ari es - 2, 395, 900 9, 637, 317
8,423 - 2,395,900 9, 662, 883

bl i gati ons under finance | eases:
Subsi di ari es - - 12, 826 36, 143

Ot her liabilities:
Conpani es controlled by directors and rel ated

by virtue of comon directorships 248, 353 - 248, 353 -
Rel ati ves of directors 85 - - -
Par ent 23, 737 - 23, 737 -
Subsi di ari es - - 245, 707 643, 432

272,175 - 517, 796 643, 432

37. Financial Ri sk Managenent

By its nature, the Group's activities are principally related to the use of financial instrunents.
The G oup accepts deposits fromcustoners at both fixed and floating rates and for various periods
and seeks to earn above average interest margins by investing these funds in high quality assets.
The G oup seeks to increase these margi ns by consolidating short-term funds and | endi ng for |onger
periods at higher rates while maintaining sufficient liquidity to nmeet all clains that mght fal
due.

The Group al so seeks to raise its interest nmargi ns by obtaining above average margi ns, net of
provi si ons, through lending to commercial and retail borrowers with a range of credit standing.
Such exposures involve not just |oans and advances but al so guarantees and ot her commtnents such
as letters of credit.

The G oup also trades in financial instruments where it takes positions to take advantage of
short-term market novenments in equity and bond prices and in foreign exchange and i nterest rates.
The Board places trading limts on the | evel of exposure that can be taken

(a) Liquidity risk
The Group is exposed to daily calls on its avail able cash resources from overni ght deposits,

current accounts, maturing deposits and repurchase agreenents, |oan draw downs, and guarantees.
The G oup does not maintain cash resources to neet all of these needs as experience shows that



a mnimum | evel of

rei nvestmment of maturing funds can be predicted with a high |eve

of

certainty. The Group's Treasury Division seeks to have avail able a m ni mum proportion of

mat uring funds to neet such calls.
assets to cover withdrawal s at

The Goup's policy is to hold a high proportion of
unexpected | evel s of demand.

liquid

The foll owi ng tables anal yse assets and liabilities of the Group and the Bank into rel evant
to the contractua

maturity groupi ngs based on the renmining period,
maturity date.

The matching and controlled msmatching of the maturities and interest
to the managenent of the G oup.

liabilities is fundanenta

at bal ance sheet date,

It is unusual

f or

rates of assets and
financi a

institutions ever to be conpletely matched since business transacted is often of uncertain

termand of different types.

can also increase the risk of |oss.

The maturities of assets and liabilities and the ability to replace,

interest-bearing liabilities as they mature,

liquidity of the Group and its exposure to changes in interest

As at 30 September 2004:

An unmat ched position potentially enhances profitability,

but

at an acceptabl e cost,
are inportant factors in assessing the
rates and exchange rates.

The Group
Wthin 1 1to 3 3to 12 1to5 Over 5
Mont h Mont hs Mont hs Year s Year s Tot al
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000
Asset s
Cash and bal ances at Bank of Janmica 13, 986, 481 - - - - 13, 986, 481
Due from ot her banks 9, 968, 925 1,444,728 2,245, 982 - - 13, 659, 635
Tradi ng Securities - - - - 293, 885 293, 885
Reverse repurchase agreenents 4,315,176 3,822, 282 13, 206, 148 28,930 - 21,372,536
Loans and advances net of provision for credit
| osses 9, 531, 865 2,823, 943 3,081,770 10, 417, 690 8, 169, 360 34, 024, 628
| nvest nent securities 4,062, 786 2,696, 558 7,466, 537 27,598,574 35,669,770 77,494,225
| nvestment in subsidiaries - - - - 1,163, 192 1,163, 192
O her 590, 543 786, 404 2,343, 000 634, 263 9,523,225 13,877,435
Tot al assets 42,455,776 11,573, 915 28, 343, 437 38,679, 457 54,819, 432 175,872,017




Liabilities
Due to ot her banks
Custoner deposits

Derivative financial instruments
Prom ssory notes and certificates of participation

Repur chase agreenents

bl i gations under credit card and
securitization arrangenents

O her borrowed funds

O her

Total liabilities

Net Liquidity Gap

Cunul ative Liquidity Gap

As at 30 Septenber 2003:
Total assets
Total liabilities

Net Liquidity Gap
Cunul ative Liquidity Gap

As at 30 Septenber 2004:

Asset s

cash advance

Cash and bal ances at Bank of Janmica

Due from ot her banks

Reverse repurchase agreenments

Loans and advances net of provision for credit

| osses
| nvest nent securities

I nvestnent in subsidiaries

3, 490, 185 1,103, 185 2,201, 420 - - 6, 794, 790
66, 292, 082 1, 296, 436 10, 286, 769 1, 986, 993 - 79, 862,280
- - 6, 748 35, 986 2,249 44,983
5,778, 786 2,420, 186 1, 529, 395 39, 761 - 9, 768, 128
16, 292, 250 10, 090, 265 11, 028, 090 54,123 31,525 37,496, 253
- - 1, 362, 595 7,562, 694 502, 447 9, 427, 736
- - - 1, 155, 322 - 1, 155, 322
7,486, 741 240, 061 998, 359 424,554 5,878,805 15,028,520
99, 340, 044 15, 150, 133 27,413, 376 11, 259, 433 6, 415, 026 159,578, 012
(56, 884, 268) 3,576, 218 930, 061 27,420,024 48, 404, 406 16, 294, 005
(56, 884, 268) (60, 460, 486) (59, 530, 425) (32,110, 401) 16, 294, 005
26, 307, 995 13, 548, 629 21, 210, 394 37,566, 723 47,252, 424 145, 886, 165
88, 725, 853 13, 214, 478 20, 524, 249 8, 933, 357 1,616, 396 133,014, 333
(62,417, 858) 334, 151 686, 145 28,633,366 45,636,028 12,871,832
(62,417,858) (62,083,707) (61, 397,562) (32,764,196) 12,871, 832
The Bank
Wthin 1 1to 3 3to 12 1tob5 Over 5
Mont h Mont hs Mont hs Year s Year s Tot al
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000
13, 131, 337 - - - - 13,131, 337
12,307,772 15, 580 1, 653, 606 - 13,976, 958
278, 010 - - - - 278, 010
9, 539, 652 2,823,629 3, 057, 843 10, 250, 502 8,129,954 33, 801, 580
3, 689, 632 1, 447, 468 3,543, 193 11, 045,229 29,028,999 48, 754,521
- - - - 1, 456, 970 1, 456, 970



I nvestnents in associ ates

O her
Tot a

Li abi

Due to other

assets

ities

Cust oner deposits

Derivative financia
Repur chase agreenents
credit card and cash advance

ol i gati ons under
securitization arrangenents

O her
O her
Tot a

Net Liquidity Gap

borrowed funds

liabilities

banks

i nstrunents

Cumul ative Liquidity Gap

As at 30 Septenber

Tot al
Tot al

Net Liquidity Gap

assets
liabilities

2003:

Cunul ative Liquidity Gap

(b) Interest

rate risk

; ; ; - 1,148,446 1,148, 446

155, 007 94, 942 299, 230 295,227 9,669,230 10,513, 636

39,101, 410 4, 381, 619 8,553,872 21,590, 958 49, 433, 599 123, 061, 458

3, 491, 102 1,103, 185 2,201, 221 - - 6,795,508

68, 022, 380 279, 621 9, 209, 626 1, 881, 967 - 79, 393, 594

- - 6, 748 35, 986 2,249 44, 983

4,491, 384 1,471,137 1,617, 641 - - 7,580, 162

- - 1, 257, 878 7,667, 411 502, 447 9, 427,736

- - - 1, 168, 148 - 1,168, 148

61, 870 123, 739 852, 952 61,944 4,866,674 5,967,179

76, 066, 736 2,977,682 15,146,066 10, 815, 456 5, 371, 370 110, 377, 310

(36,965, 326) 1,403,937 (6,592, 194) 10, 775,502 44, 062, 229 12, 684, 148
(36, 965, 326) (35, 561, 389) (42, 153, 583) (31, 378, 081) 12, 684, 148

23,755,086 11,251,758 14,245 614 28,531,462 40,217, 944 118, 001, 864

65,792,726 16,611,418 13, 605, 105 9,014,758 1,533,102 106, 557, 109

(42,037, 640) (5, 359, 660) 640,509 19,516, 704 38, 684, 842 11, 444, 755

(42,037, 640) (47, 397, 300) (46, 756, 791) (27, 240, 087) 11, 444, 755

The Group takes on exposure to the effects of fluctuations in the prevailing | evels of narket

i nt er est

ari se.

repricing that

The Group is exposed to various risks associated with the effects of fluctuations in the
position and cash flows. The
rate risk

prevailing | evel s of narket

The Asset

rates on its financia
result of such changes but

position and cash fl ows.
create losses in the event that
and Liability Comrittee sets limts on the |eve
may be undert aken.

may decrease or

interest rates on its financia

| nt er est

following tables sumuarise the G oup's and the Bank's exposure to interest

in the tables are the Group's and the Bank's assets and liabilities at carrying amunts,
categorised by the earlier

of contractual repricing or

maturity dates.

of m smatch of

mar gi ns may i ncrease as a
unexpect ed novenents
i nterest

rate

| ncl uded



As at 30 September 2004:

Asset s
Cash and bal ances at
Due from ot her banks

Tradi ng securities
Reverse repurchase agreenents

Loans and advances net of provision for
credit | osses

| nvest nent securities

| nvestment i s associ ates

O her

Tot a

Bank of Jammica

assets

Liabilities

Due to other banks

Cust oner deposits

Derivative financial instruments

Prom ssory notes and certificates of
partici pation

Repur chase agreenents

bl igations under credit card and cash
advance securitization arrangenents

Ot her borrowed funds

O her

Total liabilities

On bal ance sheet interest sensitivity
gap

Cumul ative interest sensitivity gap

As at 30 Septenber 2003:

Total assets

Total liabilities

On bal ance sheet interest sensitivity

- 9,427,736

The G oup

Wthin 1 l1to3 3to 12 l1tob Over 5 Non-interest
Mont h Mont hs Mont hs Year s Year s Beari ng Tot al
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000 $' 000
3,359,198 - - - - 10, 627, 283 13, 986, 481
3,827,120 1,444,728 2,245,982 - - 6, 141, 805 13, 659, 635
- 7,689 - - - 286, 196 293, 885
3,925, 265 4,211,775 13, 235, 496 - - - 21,372,536
27,947, 119 791, 440 977, 909 4,268, 754 39, 406 - 34,024, 628
8,749,825 37,968,546 12, 888, 794 11, 518, 886 6, 368, 174 - 77,494, 225
- - - - - 1,163, 192 1,163,192
- - - - - 13,877,435 13,877,435
47,808, 527 44,424,178 29, 348, 181 15, 787, 640 6, 407, 580 32,095,911 175,872,017

3,490, 384 1,103, 185 2,201, 221 - - 6, 794, 790
19,199, 458 11,202,771 30, 099, 440 1, 986, 993 - 17,373,618 79, 862, 280
- - 6, 748 35, 986 2,249 - 44,983
5,778, 786 2,420, 186 1,529, 395 39,761 - - 9,768, 128
16, 292, 250 10, 090, 265 11, 028, 090 54,123 31,525 - 37, 496, 253

- - 1, 362, 595 7,562, 694 502, 447

- - - 1, 155, 322 - 1, 155, 322
- - - - 1,490 15, 027, 030 15, 028, 520
44,760,878 24,816, 407 46, 227, 489 10, 834, 879 537,711 32,400, 648 159,578,012
3,047,649 19,607,771 (16, 879, 308) 4,952,761 5, 869, 869 (304, 737) 16, 294, 005

3,047,649 22,655,420 5,776,112 10, 728,873 16,598, 742 16, 294, 005
35,630, 724 39, 168, 313 16, 570, 507 21,931, 456 6, 743, 625 25,841,540 145, 886, 165
71,996,991 12,661, 759 18,478,572 7,962, 277 231,770 21,682,964 133,014, 333




gap (36, 366, 267) 26, 506, 554 (1,908,065) 13,969, 179 6,511, 855 4,158, 576 12,871, 832
Cumul ative interest sensitivity gap (36, 366, 267) (9,859,713) (11,767,778) 2,201, 401 8,713, 256 12,871, 832
As at 30 Septenber 2004:
The Bank
Wthin 1 l1to3 3 to 12 l1to5 Over 5 Non-interest
Mont h Mont hs Mont hs Year s Year s Beari ng Tot a
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000 $' 000

Asset s

Cash and bal ances at Bank of Janmica 2,504, 054 - - - - 10, 627,283 131, 131, 337
Due from ot her banks 3,310,112 15, 580 1, 653, 606 - - 8,997, 660 13,976, 958
Rever se repurchase agreenents 278, 010 - - - - - 278,010
Loans and advances net of provision for

credit |osses 27,946, 781 791, 126 953, 982 4,109, 691 - - 33,801, 580
I nvest nent securities 4,045,592 23,797,584 4, 556, 386 8, 896, 987 5,662, 225 1,795,717 48, 754, 521
I nvestnent in subsidiaries - - - - - 1, 456, 970 1, 456, 970
I nvestnment in associ ates - - - - - 1, 148, 446 1, 148, 446
O her - - - - - 10, 513, 636 10, 513, 636
Total assets 38,084,549 24,604, 290 7,163,974 13, 006, 678 5,662, 255 34,539,712 123,061, 458
Liabilities

Due to other banks 3,491, 102 1,103, 185 2,201, 221 - - - -
Cust omer deposits 20,929, 756 10, 185,956 29, 022, 297 1, 881, 967 - 17,373,618 -
Derivative financial instrunments - - 6, 748 35, 986 2,249 - 44,983
Repur chase agreenents 4,491, 384 1,471, 137 1,617, 641 - - - 7,580, 162
ol igations under credit card and cash

advance securitization

arrangenent s - - 1, 362, 595 7,562, 694 502, 447 - 502, 447
Ot her borrowed funds - - - 1,168, 148 - - 1,168, 148
O her - - - - - 5,967,179 5,967,179
Total liabilities 28,912,242 12,760,278 34,210,502 10, 648, 795 504, 696 23,340,797 110,377,310
On bal ance sheet interest sensitivity

gap 9,172,307 11,844,012 (27,046, 528) 2,357, 883 5,157, 559 11,198, 915 12,684,148
Cumul ative interest sensitivity gap 9,172,307 21,016,319 (6,030,209) (3,672,326) 1,485,233 12,684,148




As at 30 September 2003:

Total assets 34,595,115 34,018,915 13,514,822 14,417,512 2,510, 650 18,944,850 118,001, 864
Total liabilities 51,072,730 16,113,463 14,349, 861 8,749, 231 1,062, 078 15,209, 746 106, 557, 109
On bal ance sheet interest sensitivity

gap (16,477,615) 17,905, 452 (835, 039) 5, 668, 281 1,448,572 3, 735, 104 11, 444, 755
Cumul ative interest sensitivity gap (16,477,615) 1,427,837 592, 798 6, 261, 079 7,709, 651 11, 444, 755

The tabl e bel ow sunmari ses the effective interest rate by major currencies for financial instruments of the
Group and the Bank.

The Group The Bank
J$ Uss$ CAN$ GBP J$ uss CANS$ GBP
Asset s % % % % % % % %
Cash and bal ances at Bank of Janmica 6.0 0.9 2.1 4.0 6.0 0.9 2.1 4.0
Due from ot her banks - 2.8 - 4.2 - 2.8 - 4.2
Tradi ng securities - debt securities - 8.7 - - - - - -
Reverse repurchase agreenents 17.5 6.6 4.0 - - 6.2 - -
Loans and advances 25.3 8.0 - - 25.3 8.0 - -
I nvestment securities - debt securities 16.5 10.5 2.1 5.3 14.9 10.5 2.1 5.3
Liabilities
Due to other banks - 3.5 - - - 3.5 - -
Cust oner deposits 6.7 3.2 1.4 1.4 6.7 3.2 1.4 1.4
Repur chase agreenents 14. 7 6.4 3.0 3.0 12. 3 5.2 - -
ol i gations under credit card and cash advance
securitization arrangenents - 3.3 - - - 3.3 - -
O her borrowed funds 13.6 4.0 - - 7.3 4.0 - -

(c) Currency risk

The Group takes on exposure to effects of fluctuations in the prevailing foreign currency exchange
rates on its financial position and cash flows. The Credit and Ri sk Managenent Committee sets
limts on the |level of exposure by currency and in total for both overnight and intra-day positions.

The foll owi ng tables sumrmari se the exposure of the Group and the Bank to foreign currency exchange



rate risk.

As at 30 Sept enber

Asset s

Cash and bal ances at
Due from ot her
Tradi ng securities

Reverse repurchase agreenments

Loans and advances net of provision for

| osses

| nvest nent securities
in associ ates

I nvest nent
O her

Total assets

Liabilities

Due to ot her
Cust oner deposits
Derivative financia
Prom ssory notes and certificates
Repur chase agreenents

ol i gations under
securitization arrangenents
O her borrowed funds

obl i gations

Reti r enent
O her

Total liabilities
Net position

As at 30 Septenber
Total assets
Total liabilities

Bank of Janmica

Included in the tables are the Group's and the Bank's assets and liabilities at carrying
anounts categorised by currency.

i nstrunments
of participation

credit card and cash advance

The Group

Jamai can $ USs$ GBP CAN$ O her Tot a

J$' 000 J$' 000 J$' 000 J$' 000 J$' 000
10, 102, 468 3,284, 621 523, 244 63, 275 12,873 13, 986, 481
236, 929 8, 255,910 4,811,026 54,581 301, 189 13, 659, 635
287, 089 6, 796 - - - 293, 885

18, 712, 814 2,659, 722 - 21,372,536 -
15, 023, 329 19, 001, 299 - - - 34,024, 628
51,552,716 25, 681, 628 8,171 171, 092 80, 618 77,494, 225
1,163, 192 - - - - 1,163, 192
11, 324, 904 2,304, 417 164, 333 22,415 61, 366 13,877, 435
108, 403, 441 61, 194, 393 5,506,774 311, 363 456,046 175,872,017
1, 793, 379 4,923,273 55, 665 15, 159 7,314 6, 794, 790
50, 457,039 24,535,712 4,308, 946 375, 738 184, 845 79, 862, 280
- 44,983 - - - 44,983
9, 768, 128 - - - - 9, 768, 128
21,387,741 16, 081, 262 24, 899 2,351 - 37, 496, 253
- 9,427, 736 - - - 9,427, 736
1, 155, 322 - - - - 1, 155, 322
209, 879 - - - - 209, 879
11, 558, 132 2,918, 976 294, 357 11, 005 36,171 14, 818, 641
96, 329, 620 57,931, 942 4,683, 867 404, 253 228,330 159,578,012
12, 073, 821 3,262, 451 822, 907 (92, 890) 227,716 16, 294, 005
90, 201, 164 51, 691, 808 3,186, 631 332, 056 474,506 145, 886, 165
85, 215,541 43,788, 954 3,703, 262 229, 592 76,984 133,014, 333




Net position 4,985, 623 7,902, 854 (516, 631) 102, 464 397, 522 12,871, 832

As at 30 Septenber 2004:

The Bank
Jamai can $ uss GBP CANS$ O her Tot a
J$' 000 J$' 000 J$' 000 J$' 000 J$' 000 J$' 000

Asset s

Cash and bal ances at Bank of Jammica 9, 948, 507 2,630, 416 482, 169 57,372 12,873 13,131, 337
Due from ot her banks 224,581 8, 585, 581 4,811, 027 54, 580 301, 189 13,976, 958
Reverse repurchase agreenents - 278,010 - - - 278,010
Loans and advances net of provision for credit

| osses 15, 023,330 18,778, 247 3 - - 33,801,580
I nvest nent securities 35, 440,613 13, 054, 027 8,171 171, 092 80,618 48, 754,521
I nvestnent in subsidiaries 1, 325,063 131, 565 342 - - 1, 456, 970
I nvestnent in associated conpani es 1, 148, 446 - - - - 1, 148, 446
Property, plant and equi pnent 4,319, 920 - - - - 4,319, 920
O her 4,024, 529 1, 926, 296 159,110 22,415 61, 366 6,193,716
Total assets 71,454,989 45, 384,142 5, 460, 822 305, 459 456, 046 123, 061, 458
Liabilities

Due to other banks 1, 793, 180 4,924,190 55, 665 15, 159 7,314 6, 795, 508
Cust omer deposits 50, 457,039 24,067, 026 4, 308, 946 375,738 184,845 79, 393,594
Derivative financial instrunments - 44,983 - - - 44,983
Repur chase agreenents 5,593, 765 1, 986, 397 - - 7,580, 162

ol i gations under credit card and cash advance

securitization arrangenents - 9,427,736 - - - 9,427,736
O her borrowed funds 1,168, 148 - - - - 1,168, 148
Deferred tax 308, 243 - - - 308, 243

Retirement benefit obligations 209, 879 - - - - 209, 879
O her 2, 555, 203 2,638, 543 208, 135 11, 005 36,171 5, 449, 057
Total liabilities 62, 085, 457 43,088, 875 4,572,746 401, 902 228,330 110, 377,310
Net position 9, 369, 532 2,295, 267 888, 076 (96, 443) 227,716 12,684, 148

As at 30 September 2003:



Total assets 71,196,935 42,826, 785 3,174,019 329, 619

474,506 118, 001, 864

Total liabilities 69, 614,513 32,977,504 3, 661, 052 227, 056

76,984 106, 557, 109

Net position 1,582,422 9, 849, 281 (487,033) 102, 563

397, 522

11, 444,755

Gover nnment of Jamaica US$ i ndexed bonds are included in the US$ category for currency risk
di scl osure.

(d) Market risk
The G oup takes on exposure to market risks. Market risks arise fromopen positions in

interest rate, currency and equity products, all of which are exposed to general and
speci fic market novenents. The Group estinmates the market risk of positions held and

the maxi mum | osses expected based on a nunber of assunptions for various changes in nmarket

conditions. Market risk is nonitored by the Credit and Ri sk Managenent Divi sion which
carries out extensive research and nmonitors the price nmovenent of financial assets on
the | ocal and international markets.

(e) Credit risk

The G oup takes on exposure to credit risk which is the risk that a counterparty wll

be unable to pay ampbunts in full when due. Credit risk is inherent in traditional banking
products - |loans, commtnents to |lend, and contracts to support counterparties' obligations

to third parties such as letters of credit. Positions in tradeable assets such as bonds
and equities also carry credit risk.

The risk is managed primarily by review of the financial status of each counterparty. The

Group structures the levels of credit risk it undertakes by placing lints on the anount

of risk accepted in relation to one borrower, or groups of borrowers, and to geographica

and industry segnents. Such risks are nonitored on a revolving basis and subject to an
annual or nore frequent review. The exposure to any one borrower including banks and
brokers is restricted by limts covering on and of f-bal ance sheet exposures. Actua
exposures against limts are nonitored daily. Exposure to credit risk is managed through

regul ar analysis of the ability of borrowers and potential borrowers to neet interest and

capital repaynent obligations and by changing these lending limts where appropriate.

Exposure to credit risk is also managed in part by obtaining collateral and corporate and

per sonal guarant ees.



The foll owi ng tables sumrmari se the credit exposure of the G oup

government by sector:

Agricul ture,
and m ni ng
Construction and rea
estate
Di stribution
Fi nancial institutions
Gover nment and
public entities
Manuf act uri ng
Per sona
Pr of essi onal and
ot her services
Touri sm and
ent ert ai nment
Transportation,
st orage and
comuni cati on
O her
Tot al
Tot al
Net

fishing

provi si on

38. Fair Val ues of Financi al

Fair value is the anpunt for which an asset could be exchanged, or
willing parties in an arm s |length transaction.

know edgeabl e,

The G oup

Guar ant ees

and the Bank to busi nesses and

The Bank

Guar ant ees

Loans and and letters Loans and and letters

advances of credit Tot al Tot al advances of credit Tot al Tot a
2004 2003 2004 2003

$' 000 $' 000 $' 000 $' 000 $' 000 $' 000 $' 000 $' 000

261, 981 2,575 264, 556 223,684 261, 981 2,575 264, 556 223,684

1, 166, 840 1,119, 231 2,286,071 1,817, 035 1, 063, 235 1,119, 231 2,182, 466 1, 786, 016
2,230, 544 135, 892 2, 366, 436 2, 350, 860 2,230, 544 135, 892 2, 366, 436 2, 350, 860
261, 018 11, 643 272, 661 369, 012 261, 018 11, 643 272, 661 369, 012

9, 135, 568 555 9, 136, 123 5,731, 728 9, 135, 568 555 9, 136, 123 5,731, 728
712, 656 694, 330 1, 406, 986 1, 310, 934 708, 835 694, 330 1, 403, 165 1, 310, 934

9, 818, 029 64, 317 9, 882, 346 6, 858, 495 9, 700, 577 64, 317 9, 764, 894 6, 752, 473
995, 548 661, 942 1, 657, 490 1, 282, 750 995, 548 661, 942 1, 657, 490 1, 282, 750
4,368, 341 58, 601 4,426, 942 4,132,559 4,366, 908 58, 601 4,425,509 4,132,559
7,062, 211 140, 868 7,203,079 6, 782, 284 7,062, 211 140, 868 7,203,079 6, 782, 284
176, 415 200, 464 376, 879 631, 109 176, 415 200, 464 376, 879 631, 109
36, 189, 151 3,090,418 39,279, 569 31, 490, 450 35, 962, 839 3, 090, 418 39, 053, 259 31, 353, 409
(2,164,523) - (2,164,523) (2,163,517) (2,161, 259) - (2,161, 259) (2,151, 883)
34,024, 628 3,090,418 37,115,046 29, 326,933 33, 801, 580 3, 090, 418 36,891,998 29, 201, 526

I nstrunents

Mar ket

fair value where an active market (such as a recogni sed stock exchange) exists as it

evi dence of the fair value of a financia

i nstrunent.

However ,

mar ket

aliability settled, between
price is used to determ ne
is the best
prices are not avail able



for a significant nunber of the financial assets and liabilities held and i ssued by the G oup
Therefore, for financial instrunents where no market price is available, the fair val ues
presented have been estimated using present value or other estimation and val uation techni ques
based on market conditions existing at bal ance sheet dates.

The val ues derived from applying these techniques are significantly affected by the underlying
assunptions used concerning both the amobunts and tinmng of future cash flows and the discount
rates. The followi ng nethods and assunpti ons have been used:

(a) Trading securities, derivatives and other transactions undertaken for tradi ng purposes are
measured at fair value by reference to quoted market prices when available. If quoted narket
prices are not available, then fair values are estimted on the basis of pricing nodels,
or discounted cash flows. Fair value is equal to the carrying anmount for these itens;

(b) Investnment securities classified as avail able-for-sale are neasured at fair val ue by
reference to quoted market prices when available. If quoted nmarket prices are not avail able,
then fair values are estimted on the basis of pricing nodels or other recognised val uation
t echni ques;

(c) The fair value of |liquid assets and other assets nmaturing within one year is assuned to
approximate their carrying anount. This assunption is applied to liquid assets and the
short-termelenents of all other financial assets and financial liabilities;

(d) The fair value of demand deposits and savi ngs accounts with no specific maturity is assuned
to be the ampbunt payabl e on denmand at the bal ance sheet date;

(e) The fair value of variable rate financial instrunments is assunmed to approximte their
carrying amunts; and

(f) The fair value of fixed rate loans is estimated by conparing market interest rates when the
| oans were granted with current market rates offered on simlar |oans. For match-funded | oans
the fair value is assuned to be equal to their carrying value, as gains and | osses offset
each other. Changes in the credit quality of loans within the portfolio are not taken into
account in determ ning gross fair values as the inpact of credit risk is recognised
separately by deducting the anpunt of the provisions for credit |osses fromboth book and
fair val ues.

The foll owing tables present the fair value of financial instruments based on the follow ng



val uati on nmethods and assunptions for those financial assets and financial liabilities that are
not carried at fair val ue.

The Group
Carrying Fair Carrying Fair
Val ue Val ue Val ue Val ue
2004 2004 2003 2003
$' 000 $' 000 $' 000 $' 000
Fi nanci al Assets
| nvest nent securities 77,784,579 78,219, 804 78,538,460 78, 133, 295
I nvestnment in associ ates 1,163, 192 2,434, 409 - -
Financial Liabilities
bl igations under credit card and cash advance
securitization arrangenents 9,427,736 9,532, 453 4,576,979 4,718, 256
The Bank
Carrying Fair Carrying Fair
Val ue Val ue Val ue Val ue
2004 2004 2003 2003
$' 000 $' 000 $' 000 $' 000
Fi nanci al Assets
I nvest nent securities 48, 754,521 48,984, 684 58, 366, 965 57,660, 750
I nvestnment in associ ates 1, 148, 446 2,434, 409 - -
Financial Liabilities
bl i gations under credit card and cash advance
securitization arrangenents 9,427,736 9,532, 453 4,576, 979 4,718, 256

39. Banking Act



At 30 Septenmber 2004 and 30 Septenber 2003:

The Bank was in breach of Section 13(1)(d) of the Banking Act. This section deals w th unsecured
l ending to connected persons. These | endings represent approximately 0.1% (2003 - 0.5% of the
Bank's | oans and advances.

40. Conmitnments

(a) Capital:
Capital expenditure contracted for at the bal ance sheet date but not recognised in the
financial statements is as foll ows:

The G oup The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Aut hori sed and contracted 231, 530 301, 557 231, 530 301, 557
Aut hori sed but not yet contracted 821,910 123, 053 821,910 123, 053

1, 053, 440 424,610 1,053, 440 424, 610

(b) Operating | ease
The future aggregate mni mum | ease paynents under non-cancell able operating | eases are
as follows:

The Group The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Not later than 1 year 49, 538 13,291 49, 302 13,291
Later than 1 year and not later than 5 years 27,522 46, 011 27,522 46, 011
Later than 5 years 2,210 66 2,210 66
79, 270 59, 368 79,034 59, 368
41. Pl edged Assets
The G oup The Bank
Rel at ed Rel at ed
Asset Liability Asset Liability

$' 000 $' 000 $' 000 $' 000



Bal ances at Bank of Jammica 9,672, 654 - 9,672, 654 -
Securities 53,072, 929 47,798, 461 12, 375, 055 7,580, 162

Property, plant and equi pnent 123, 256 111, 062 123, 256 123, 888
O her 966, 850 814, 260 966, 850 814, 260

Assets are pledged as coll ateral under repurchase agreenents, |oans fromother institutions,
and security deposits relating to stock exchange nenbership. Statutory reserves are al so
hel d with the Bank of Jamaica. These deposits are not available to finance the Goup's
day-to-day operations.

42. Fiduciary Activities

The Group provides custody, trustee, corporate adm nistration, investnent managenment and
advi sory services to third parties which involve the Goup nmaking allocation and purchase
and sale decisions in relation to a wide range of financial instrunents. Those assets that
are held in a fiduciary capacity are not included in these financial statenents. At 30
Sept enber 2004, the Group had financial assets under administration of approximtely $30.9
billion (2003 - $22.6 billion).

43. Litigation and Contingent Liabilities

The Bank and its subsidiaries are subject to various clains, disputes and | egal proceedings,
as part of the normal course of business. Provision is nade for such matters when, in the
opi ni on of management and its professional advisors, it is probable that a paynent will

be made by the Group, and the ampunt can be reasonably esti mated.

In respect of clainms asserted against the G oup which, according to the principles
outlined above, have not been provided for, managenment is of the opinion that such clains
are either without nmerit, can be successfully defended or will result in exposure to the
Group which is inmaterial to both financial position and results of operations.

Significant matters are as foll ows:

(a) Suit has been filed by a custoner of the Bank agai nst the Attorney General of Janmica,
the Bank and M. Dunbar MFarl ane. The custoner is clainng danages ari sing out of
an alleged breach of a contract between the custoner and the National |nsurance Fund
of which M. Dunbar MFarlane, a fornmer director of the Bank, was Chairman, for the



sale of certain prem ses which were nortgaged to the Bank. The custoner al so clains
speci al damages anpunting to approximately $110 nillion. No provision has been in

the financial statenents as the Bank's attorneys are of the opinion that the plaintiff's
clains against M. MFarlane and the Bank are unlikely to succeed.

(b) Suit has been filed by the Bank's Staff Association against the Bank and Trustees of
the N.C. B. Pension Scheme for breach of trust in respect of natters concerning the
anmendnent and nmerger of the fornmer pension funds, as well as the managenment and
i nvestment of the funds of the pension schenme. No provision has been nade in the
financial statements as the Bank's attorneys are of the opinion that the suit
agai nst the Bank is unlikely to succeed.

(c) Suit has been filed agai nst the Bank by a customer for breach of contract and/or
negli gence for debiting the plaintiff's account. The claimis for $33.35 mllion
with interest on the said sumat commercial bank rates from 16 May 1997 to date of
paynment. No provision has been made in these financial statenments for this
claimas the Bank's attorneys are of the view that the Bank will not be found |iable.

(d) Suit has been filed by a custoner against the Bank for breach of contract, breach of
trust and negligence. The claimfor damages includes a sum equivalent to the profit
of the business foregone as a result of an inability to access a | oan approved by the
Bank and the cost of interimfinancing. Based on the advice of the Bank's attorneys,
a provision of $170 mllion has been made in the financial statenents in respect of
this suit.

(e) Suit has been filed by a custoner against the Bank for damages suffered as a result
of the Bank's negligence in the sale of property for an underval ued amount. The claim
is for $31 mllion plus interest. Based on the advice of the Bank's attorneys, a
provi si on has been made in the financial statements in respect of this claim

(f) Suit has been filed by a custoner against the Bank for unlawful, wongful and/or
i mproper use of parks in the appoi ntnent of a Receiver and Manager of the custoner's
busi ness property and assets, The claimis for specific suns totaling $59 mllion
The Bank's attorneys are unable to determ ne the outcone of the suit and no provision
has been nmade in the financial statenents.

(g) A nunber of other suits claimng damages in excess of $5 million each have been filed
by custoners of the Bank. The suns totalled approximately $116 million. In some



i nstances counter clainms have been filed by the Bank. Provision has been nmade in the
financial statements for certain of these clainms. No provision has been made where
the Bank's attorneys are of the view that the Bank has a good defence.

44. Dividends

Final dividends are not accounted for until they have been ratified at the Annual Genera
Meeting. At the Board of Directors neeting on 9 Decenber 2004, a final interimdividend in
respect of 2004 of $ 0.21 per ordinary stock unit was declared. The financial statenents

for the year ended 30 Septenber 2004 do not reflect this resolution, which will be accounted
for in shareholders' equity as an appropriation of retained profits in the year ending 30
Sept enber 2005.



