CAPI TAL & CREDI T MERCHANT BANK LI M TED

Notes to the Financial Statenents

31 Decenber, 2004

1. GROUP | DENTI FI CATI ON

(a) Capital & Credit Merchant Bank Linmted ("the Bank") is incorporated in Jamica
and is a 75% subsidiary of Capital & Credit Financial Goup Limted (previously
Capital & Credit Holdings Linmted), which is also incorporated in Janmaica. The
regi stered office of the Bank is 6 - 8 Grenada Way, Kingston 5.

The Bank's mmin business is that of taking deposits, granting |oans and trading
in foreign currencies and Government securities.

The Bank has two subsidiaries, Capital & Credit Securities Limted and Jamaica Unit
Trust Services Limted having acquired the latter effective October 1, 2004. The
name of Jammica Unit Trust Services Limted was changed to Capital & Credit Fund
Managers Limted on January 19, 2005. Both subsidiaries are incorporated and
donmiciled in Jannica

The principal activities of the subsidiaries are as foll ows:

Fi nanci al
Subsi di ari es Principal Activities Hol di ngs Year End
Capital & Credit Dealing in securities, 100% Decenber 31

Securities Limted st ockbroki ng, portfolio
pl anni ng, pension fund
managenment and i nvest nent



advi sory services

Capital & Credit Management of the Jammica 70% April 30
Fund Managers I nvest nent Fund and the selling
Limted of units to the public onits

behal f

(b) i) The Bank is licensed under the Financial Institutions Act and the Securities Act
and regul ated by the Bank of Jammica (the Supervisor) and the Financial Services
Commi ssion. The Bank is |listed on the Jamai ca Stock Exchange and the Trini dad
and Tobago Stock Exchange.

ii) Capital & Credit Securities Limted is |icensed under the Securities Act and
regul ated by the Financial Services Conm ssion and the Jamai ca Stock Exchange.

iii) Capital & Credit Fund Managers Limted is licensed under the Unit Trust Act and
regul ated by the Financial Services Conm ssion

(c) These financial statements have been expressed in Jamai can doll ars.
2. SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI ClI ES
(a) Basis of preparation

These financial statements are prepared in accordance with International Financia
Reporting Standards (I FRS) and have been prepared under the historical cost convention
as nodified by the revaluation of available-for-sale investnent securities, investnent
securities held-for-trading and all derivative contracts.

(b) Consolidation

The consolidated financial statenments conprise those of the Bank and its subsidiaries
presented as a single economc entity. Intra Group transactions, bal ances, inconme and
expenses are elimnated in preparing the consolidated financial statenments. The financia
statements include the results of Jammica Unit Trust Services for the three-nmonth period
ended Decenber 31, 2004.



(¢)

(d)

(e)

Use of estinmates

The preparation of financial statenments in conformity with IFRS requires nmanagenent to
meke estimates and assunptions that affect the reported anmpbunts of assets and liabilities
and the disclosure of contingent liabilities at the date of the financial statements and
the reported anounts of revenues and expenses during the reporting period. Actual results
may differ fromthe estimtes and any adjustnents that may be necessary will be

reflected in the year in which actual results are known.

Forei gn currency translation

Foreign 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 from
those at the original dates of the transactions, and unrealised foreign exchange

di fferences on unsettled foreign currency nwnetary assets and liabilities are recogni sed
in the profit and | oss account.

I nterest and fees

I nterest income and expense are recognised in the profit and | oss account for all interest-
bearing instrunents on an accrual basis using the effective yield nmethod based on the
actual purchase price. Interest inconme includes coupons earned on fixed incone

i nvestments and di scount or prem umon financial instrunents.

Jamai can banki ng regul ations stipulate that where collection of interest incone is considered
doubtful or paynment is outstanding for 90 days or nore, interest should be taken into account
on the cash basis. IFRS require that when | oans become doubtful of collection, they

are witten down to their recoverable anmounts and interest inconme is thereafter recogni sed
based on the rate of interest that was used to discount the future cash flows for the purpose
of nmeasuring the recoverable anpunt. The difference between the regul atory basis and | FRS

for the recognition of such inconme in the current year was assessed to be i mmteri al

Fee and comm ssion incone is recognhi sed on an accrual basis. Loan origination fees for
| oans which are likely to be drawn down are deferred, together with related direct costs,
and recogni sed as an adjustnment to the effective yield on the |oan



(f)

I nvestnent in securities

I nvestnents are recogni sed on a trade-date basis and are initially nmeasured at cost, including
transaction costs.

I nvestnents are classified into the follow ng categories: trading securities, securities
avail abl e-for-sale, securities held to maturity and originated debt. Managenent determ nes
the appropriate classification of investnments at the tinme of purchase.

Tradi ng securities are those which were either acquired for generating a profit fromshort-term
fluctuations in price or dealer's margin, or are securities included in a portfolio in which

a pattern of short-term profitOtaking exists. They are subsequently renmeasured at fair val ue
based on quoted bid prices. Al related realized and unrealized gains and | osses are included
in net gains on securities trading in the profit and | oss account.

Securities avail able-for-sale 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 subsequently re-nmeasued at fair val ue based on quoted
bid prices or anmpbunts derived fromcash flow nodels. Unrealised gains and | osses arising from
changes in fair value of available-for-sale securities are recognised in stockholders' equity
in the fair value reserve. When the securities are disposed of or inpaired, the rel ated

accunul ated unrealised gains or losses included in the fair value reserve are transferred to
the profit and | oss account.

Securities that the G oup has the expressed intention and ability to hold to maturity (held-to-
maturity debt securities) are subsequently re-neasured at anortised cost, |ess any inpairnment

| oss recognised to reflect irrecoverable anounts. The annual anortisation of any discount or
prem um on the acquisition of a held-to-maturity security is aggregated with other investnent

i ncome receivable over the termof the instrument so that the revenue recognised in each period
represents a constant yield on the investnent.

Loans and advances which are provided directly to a borrower, and governnent or other
securities which are purchased directly fromthe issuer, are classified as originated debt.
Those include bonds and treasury bills, nortgages and demand | oans. They are subsequently re-
nmeasured at anortised cost using the effective interest rate nethod.

A financial asset is considered inpaired if its carrying anobunt exceeds its estimated



recoverabl e anount. The ampount of the inpairnment |oss for assets carried at anortised cost is
calculated as the difference between the assets carrying amount and the present val ue of
expected future cash flows discounted at the original effective interest rate. The recoverable
ampunt of a financial asset carried at fair value is the present val ue of expected future

cash Discounted at the current market interest rate for a simlar financial asset.

(g) 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 subsequently, neasured at arnortised cost using the effective interest rate method.

A loan is classified as non-perform ng when, in managenent's opinion, there has been
deterioration in credit quality to the extent that there is no | onger reasonable
assurance of timely collection of the fall amount of principal and interest.

Loans are classified as non-current if they are non-performing in excess of ninety days.
When a loan is classified as non-current, recognition of interest in accordance with the
terms of the original |oan ceases, and interest is taken into account on the cash basis.

A provision for credit |losses is established if there is objective evidence that a | oan
is inpaired. A loan is considered inpaired when managenment determines that it is probable
that all anpunts due according to the original contractual terns will not be coll ected.
When a | oan has been identified as inpaired, the carrying anount of the loan is reduced
by recording specific provisions for credit |osses to reduce it to its estimated
recoverabl e anobunt, which is the present value of expected future cash flows including
amounts recoverable from guarantees aid, collateral, discounted at the original effective
interest rate of the I oan

Ceneral provisions for doubtful credits are established against the | oan portfolio

where a prudent assessnent by the Group of adverse econom c trends suggests that

| osses may occur, but where such | osses cannot yet be determ ned on an itemby-item basis.
The Supervisor requires that such a provision should not be |ess than 0.5% for certain
residential nortgages and not less than 1 % for all other loans. If the amobunt of the

i mpai rment subsequently decreases due to an event occurring after the wite-down,

the rel ease of the provision is credited as a reduction of the provision for |oan |osses.



Statutory and other regulatory |loan | oss reserve requirenments that exceed the provision
required, under |1 AS 39 (Financial Instrunents) are dealt with in a non-distributable |oan
| oss reserve as a transfer from unappropriated profits.

Wite-offs are made when all or part of a loan is deemed uncollectible. Wite-offs are
charged, against previously established provisions for credit |osses and reduce the
princi pal anpbunt of a |loan. Recoveries in part or in full of ampunts previously
written-off are credited to loan | ess expense in the profit and | oss account.

(h) Investnent in subsidiaries

I nvestment by the Bank in its subsidiaries is stated at cost.

(i) Goodwill
Goodwi I | represents the excess of cost over the net fair value of investnents in
subsidiari es assets, liabilities and contingent assets. In accordance with Internationa
Fi nanci al Reporting. Standards (I FRS 3), goodwill is recognized at cost |ess any

accurul ated i npai rnment | osses. Previously goodwi || was anortised over a three year period.
(j) Property and equi pnent

Property and equi pnent are stated at historical cost |ess accunul ated depreciation
and any recogni zed i npairnent | osses.

Depreciation is calculated on the straight- Iine basis an cost over the estimted
useful lives of the assets. Annual depreciation rates are based on the foll ow ng
estimted useful |ives:
Leasehol d i nprovenents 3 - 5 years
Furniture, fixtures and office equi pment 5 years
Conput er equi pnent 3 years
Mot or vehi cl es 5 years
Bui | di ng 40 years

No depreciation is provided on |and, paintings and artwork.

Property and equi prent are periodically reviewed for inpairnent. Where the carrying



anount of an asset is greater than its estimted recoverable amunt, it is witten
down i Mmmedi ately to its recoverabl e anpunt.

Gai ns and | osses on di sposal of property and equi pnent are determ ned by reference
to their carrying amunt and are taken into account in deternmi ning operating profit.
Repairs and renewals are charged to the profit and | oss account when the expenditure
is incurred.

(k) Computer software devel opnent costs

Costs associated with maintaining conputer software programes are recoghi sed as
an expense over the expected period of usage (not expected to exceed 12 nonths).
Costs that are directly associated with identifiable and uni que software products
controlled by the Goup that will probably generate econonic benefits exceeding
costs beyond one year, are recogni sed as assets. Direct costs include staff costs
of the software devel opnent team and an appropriate portion of relevant overheads.

Expendi ture whi ch enhances or extends the performance of conputer software programes
beyond their original specifications is recognised as a capital inprovenent and added
to the original cost of the software. Conputer software devel opnwnt costs recogni sed
as assets are anortised using the straight-line nmethod over their useful lives, not
exceedi ng a period of 3 years.

(I') Leases
(i) Group as the |essee

To date, the |l eases entered into by the Group are operating | eases as a significant
portion of the risks and reward of ownership are retained by the | essor. The total
paynments made under operating | eases are charged to the incone statenment on a
straight-line basis over the period of the | ease. Wien an operating |l ease is termn nated
before the | ease period has expired, any paynent required to be made to the | essor

way of penalty is recognised as an expense in the period in which term nation takes

pl ace.

(ii) Goup as the | essor

When assets are held subject to a finance | ease, the present value of the |ease



paynments is recognised as a receivable. The difference between the gross receivable
and the present value of the receivable is recognised as unearned finance incone.
Lease incone is recognised over the termof the |ease using the net investnent

met hod, which reflects constant periodic rate of return.

(m Cash and cash equival ents

For the purposes of the cash flow statenent, cash and cash equi val ents conpri se

bal ances within less than 90 days maturity fromthe date of acquisition including
cash and bank bal ances at Bank of Jammica (excluding statutory reserves), due to or
from ot her banks and investnent securities.

(n) Derivative financial instrunents

Derivative financial instruments are initially recognised in the bal ance sheet at
cost (including transaction costs) and subsequently are re-neasured at their fair val ue.

Fair values are obtained from quoted market prices, discounted cash fl ow nodel s and
options pricing nodels as appropriate. Al derivatives are carried as assets when fair
value is positive and as liabilities when fair value is negative.

Certain derivative transactions, while providing effective econonm ¢ hedges under

the Group's risk nmanagenent policies, do not qualify for hedge accounting under the
specific rules in IAS 39. Changes in the fair value of such derivatives are included
in incone as they arise.

(o) I npairnment

At each bal ance sheet date, the Group reviews the carrying anounts of its tangible
and intangi ble assets to determ ne whether there is any indication that those assets
have suffered an inpairnment |loss. If any such indication exists, the recoverable
anmount of the asset is estimated in order to determ ne the extent of the inpairnent

| oss. Where it is not possible to estinate recoverabl e anmount of an individual asset,
the Group estinmates the recoverabl e anbunt of the cash-generating unit to which the
asset bel ongs.

Recoverabl e anbunt is the greater of the net selling price and value in use. In
assessing value in use, the estimated future cash flows are discounted to their present



(p)

(a)

val ue using a pre-tax discount rate that reflects current market assessnents of the
time value of noney and the ri Sks specific to the asset.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be

| ess than the carrying amunt, the carrying amunt of the asset (cash-generating unit)
is reduced to its recoverabl e anmount. |npairnent | osses are recopi sed as an expense

i medi ately.

Where an inpairnent |oss subsequently reverses, the carrying amount of the asset
(cash-generating unit) is increased to the revised estinmate of its recoverabl e anount,
but so that the increased carrying anbunt does not exceed the carrying anount that
woul d have been determ ned had no inpairnent |oss been recognised for the asset
(cash-generating unit) in prior years. A reversal of an inpairnment loss is recogni sed
as incone i nmediately.

Sal e and repurchase agreenents

Securities sold subject to repurchase agreenents are retained in the financia
statenments as trading or investnment securities and the counterparty liability is

i ncluded in due to other financial institutions and securities sold under repurchase
agreenents.

The difference between sale and repurchase price is treated as interest and accrued
over the life of the repurchase agreements using the effective yield nmethod.

Bor r owi ngs

Borrowi ngs are recognised initially at cost, being their issue proceeds net of
transaction costs incurred. Subsequently borrowi ngs are stated at anorti sed cost
and any difference between net proceeds and the redenption value is recognized in
the profit and | oss account over the period of the borrow ngs using the effective
yi el d net hod.

Pr ovi si ons

Provi si ons are recogni sed when there is a present legal 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 anount of the



obligation can be made.

(s) Taxation
I nconme tax expense represents the sumof tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit
differs fromthe net profit as reported in the profit and | oss account because it
excludes items of inconme or expense that are taxable or deductible in other years
and it further excludes itens that are never taxable or deductible. The liability
for current tax is calculated using tax rates that have been enacted at the bal ance
sheet date.

Deferred tax is the tax expected to be payable or recoverable on differences
between the carrying amunt of assets and liabilities in the financial statenents
and the corresponding tax basis used in the conputation of taxable profit, and is
accounted for using the balance sheet liability method. Deferred tax liabilities
are generally recognised for all taxable tenporary differences and deferred tax
assets are recognised to the extent that it is probable that taxable profits wll
be avail abl e agai nst whi ch deducti ble tenporary differences can be utilized.

The carrying anount of deferred tax assets is reviewed at each bal ance sheet date
and reduced to the extent that it is no | onger probable that sufficient taxable
profit will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates currently enacted, which are expected
to apply in the period when the liability is settled or the asset realised.
Deferred tax is ch arged or credited in the profit and | oss account, except when
it relates to itens charged or credited directly to equity, in which case the
deferred tax is also charged or credited in equity.

Deferred tax assets and liabilities are offset when they relate to incone taxes
| evied by the sanme taxation authority and the Group intends to settle its current
tax assets and liabilities an a net basis.

(t) Share capita



(i) Share issue costs

Incremental external costs directly attributable to the issue of new shares,
are deducted from share prem um

(ii) Dividends on ordinary stock units
Di vidends on ordinary stock units are recognised in the period in which they
decl ar ed.
(u) Enpl oyee benefits
(i) Pension obligations
The Group pays fixed contributions into a defined contribution Superannuation
Fund and will have no legal or constructive obligations to pay further pension

benefits.

The regul ar contributions constitute costs for the year in which they are
due and are included in staff costs.

(ii) Enployee Share Omership Pl an

The Group has an Enpl oyee Share Ownership Plan (ESOP) for eligible enployees.
When the options are exercised, the par value of the shares is credited to share
capital and the excess of the fair value over the par value is included in

share premium The difference between the fair value and the option price is
included in staff cost.

(iii) Leave entitlenents
Enmpl oyee entitlenents to annual | eave are recogni sed when they accrue to enpl oyees.
A provision is made for the estimated liability for annual |eave for services

rendered by enpl oyees up to the bal ance sheet date.

(v) Acceptances



The Goup's potential liability under acceptances is recorded as a liability.
The Group's recourse against its custonmers in the event of a call on these
commtnments is reported as an asset.

(w) Fiduciary activities

Assets and inconme arising thereon together with related undertakings to return
such assets to custonmers are excluded fromthese financial statenents where
the G oup acts in a fiduciary capacity such as noninee, trustee or agent.

(x) Conparatives

Wher e necessary, conparative figures have been adjusted to conformw th changes
in presentation in the currentyear

3. CASH RESOURCES
Cash resources incl ude:

(a) $304, 440,000 (2003: $175, 156, 000) hel d under Section 14(i) of the Financia
Institutions Act, at the Bank of Jammica as a Cash Reserve. This anount includes
a Special Deposit of 5% of prescribed liabilities on which interest is paid at
6% to the Bank. Accordingly, these anpunts are not available for investnment or
ot her use by the Bank.

(b) $6,129,977,000 is held by an investnment broker as security for the sale of certain
borrowed i nvestnent securities. The interest rate on this anobunt varies with the
US Federal Reserve rate. The effective rate at year end was 1.875%



4. | NVESTMENT I N SECURI Tl ES

The G oup The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Tradi ng securities
Government of Janmaica securities 3,134,077 573,729 - -
Fi nancial institutions 198, 004 - - -
Equity securities 67, 106 47,187 - -
Ot her securities 1, 924, 501 50, 295 - -
5, 323, 688 671, 211 - -
Avai | abl e-for-sale securities
Gover nment of Jamaica securities 12,153,988 11, 822, 383 3,482, 740 98, 768
Ot her securities 6, 248, 318 1, 908, 258 6, 216,971 1, 908, 258
18, 402,306 13, 730, 641 9, 699, 711 2,007, 026
Securities held-to-maturity
Gover nment of Jammica securities 1,972,816 1, 950, 771 1, 365, 349 1, 344, 907
Origi nated debt
Gover nment of Jamaica securities 6, 527, 904 4,126, 690 2,287, 340 1, 289, 123
US Gover nnent agenci es and
ot her securities 14, 240,601 16, 542, 601 11, 956, 113 15, 334, 295
20, 768, 505 20, 669, 291 14,243,453 16, 623, 418
46, 467,315 37,021,914 25,308,513 19, 975, 441

The interest rates of a significant portion of Governnent of Jammica Local Regi stered Stocks
are adjusted on interest paynent dates by reference to the existing six nonths Treasury bil
rate which is the primary reference point for interest rates in the economy. The securities
classified as originated debt and avail abl e-for-sale have been valued at anortised cost or
at market val ue respectively. Market value is conputed using the current market quotations
for simlar securities derived fromaccunul ation of data for the market and the
conpilation of a nonthly yield curve.



Government securities totalling $92,630,000 (2003: $140, 134,000) are held by the Bank of
Jamai ca, $91, 630,000 (2003: $139, 134,000) as security in the event of an overdraft on the Bank

and subsidiary's primary deal er accounts and $1, 000, 000 (2003: $1, 000, 000) to facilitate stockbroking
activities of the subsidiary.

G oss gains of $114,078,000 for the G oup and $48, 011, 000 for the Bank (2003: $2,994, 000 for
the Bank and the Group) were realized on sales of available-for-sale securities during the year

5. LOANS
(a) The G oup and the Bank

2004 2003

$' 000 $' 000

Loans 2,661, 429 1,872,529

Less: Loan | oss provision 30, 494 42,972

2,630, 935 1, 829, 557

(b) The G oup and the Bank
Remai ning Termto Maturity

Under 3 to 12 l1tob Over 5 Carrying Carrying
3 nont hs Mbont hs Year s Year s Val ue Val ue
2004 2003
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000
I ndi vi dual s 22,767 25,034 191, 102 33,013 271,916 125, 341
Busi nesses 614, 386 533, 550 775,259 466, 318 2,389,513 1,747,188

637, 153 558, 584 966, 361 499, 331 2,661,429 1,872,529

Loans for the group include non-performng loans in the anount of $33, 031, 000
(2003: $71, 294, 000) .

The Group and the Bank



2004 2003

$' 000 $' 000
(c) Loan | oss provision
Bal ance, January 1 42,972 46, 765
Provi sion for the year 15, 503 10, 260
58, 475 57,025
Recoveries during the year (13, 559) (7,525)
Witten off during the year (14, 422) (6,528)
Bal ance, Decenber 31 30, 494 42,972
The amount charged in the profit and | oss account
conpri ses: $' 000 $' 000
Expense for the year 15, 503 10, 260
Recoveri es (13, 559) (7,525)
Net charge for year 1,944 2,735
(d) Loan | oss reserve
2004 2003
$' 000 $' 000
Regul atory | oan | oss provision 51, 196 73, 945
Less: Provision based on | AS 39 30, 494 42,972
Bal ance, Decenber 31 20, 702 30, 973

The ampunt in excess of the | oan | oss provision based on | AS 39 (Financial Instrunents)
requi renments has been tmmsferred to a non-distributable Loan | oss reserve.



6. ACCOUNTS RECEI VABLE

I nterest receivable on investnments
I nterest receivable on | oans

W t hhol di ng tax recoverable
conmpany

Owed by parent

Oned by whol | y-owned subsi di ary
Owed by fell ow subsidiary

Accounts receivabl e -
O her receivabl es

Br oker age

The G oup The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
1,217,999 1, 016, 479 415, 923 399, 731
58,016 84, 312 58,016 84, 312
186, 397 51, 263 49, 801 51, 263

15, 024 15, 024

- 4,203 2, 807
506 16 506 16
25,532 24,111 - -
63, 982 43,551 59, 850 35, 205
1,567, 456 1, 219, 732 603, 323 573,334

The Directors are of the opinion that the carrying amunt of accounts receivabl e approxi mates

its fair val ue.

7. PROPERTY AND EQUI PMENT

At cost
January 1, 2004
Acqui sition of
subsi di ary
Addi ti ons
Di sposal s
Decenber 31, 2004
Depreci ati on

Furniture,

Fi xtures & Paintings &

The Group

Leasehol d

Mbt or

Land Building Equipnent Ar t wor k | mprovenent s Vehi cl es Tot a
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000 $' 000
2,968 20, 391 79,719 7, 956 46, 874 2, 306 160, 214

- - 12,984 - - 2,012 14,996
- - 12, 648 3,403 1,083 226 17, 360
- - - - - (1, 500) (1, 500)
2,968 20, 391 105, 351 11, 359 47, 957 3,044 191, 070



January 1, 2004

Acqui sition of
subsi di ary
Charge for year

Di sposal

Decenber 31, 2004

Net book val ue
Decenber 31, 2004

Decenmber 31, 2003

Furni ture,

At cost

January 1, 2004
Addi tions

Di sposal

Decenber 31, 2004
Depreci ation
January 1, 2004
Charge for year

Di sposal

Decenmber 31, 2004
Net book val ue
Decenber 31, 2004

Decenmber 31, 2003

8. OTHER ASSET

- - 41,178 - 27,810 2,014 71,002

- - 12,728 - - 368 13, 096

- 504 18, 555 - 6, 710 428 26, 197
- - - - - (1, 500) (1, 500)

- 504 72,461 - 34,520 1, 310 108, 795

2,968 19, 887 32,890 11, 359 13, 437 1,734 82, 275

2,968 20, 391 38, 541 7,956 19, 064 292 89, 212

The Bank
Furni ture,
Fi xtures & Paintings & Leasehold Mot or

Land Building Equipnent Ar t wor k | mprovenent s Vehi cl es Tota
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000 $' 000
2,968 20, 391 74,782 7,303 46, 357 2,306 154, 107
- - 9, 546 3,403 1, 083 - 14,032
- - - - - (1,500) (1,500)
2,968 20, 391 84, 328 10, 706 47,440 806 166, 639
- - 39, 450 - 27, 369 2,014 68, 833
- 504 16, 805 - 6, 634 290 24,233
- - - - - (1, 500) (1, 500)
- 504 56, 255 - 34, 003 804 91, 566
2,968 19, 887 28,073 10, 706 13, 437 2 75,073
2,968 20, 391 35, 332 7,303 18, 988 292 85, 274



This represents one qualifying share held in the Jamaica Stock Exchange Linmited (JSE) at
cost. The qualifying share entitles Capital & Credit Securities Limted, a subsidiary,
to operate as a broker/deal er and be a nenber of the Council of the JSE

9. GOODW LL ON CONSCOLI DATI ON

Goodwi I | represents the excess of the cost of shares in subsidiary over the value of the net
assets acquired.

2004 2003
$' 000 $' 000
Net anmount at January 1 2,088
Goodwi I | on acquisition during the year 140, 146 -
140, 146 2,088

Anortisation
Wite off for inpairnment/anortisation for the year - 2,088
Net bal ance at Decemnber 31 140, 146 -

10. DEPOSI TS

The Group and The Bank
Remai ning Termto Maturity

W t hin 3 to 12 l1to5 Carrying Carrying

3 nmont hs Mont hs Year s Val ue Val ue

2004 2003

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

Tot al 2,549,129 1,969, 158 3,739 4,522,026 2,154, 609

Per sonal 1, 828, 147 1, 092, 123

Fi nancial institutions 906, 275 300, 121
Commerci al and

busi ness enterprises 1,787,604 762, 365

4,522,026 2,154,609



11. SECURI TI ES SOLD UNDER REPURCHASE AGREEMENTS

The G oup
Remai ning Termto Maturity
3to 12 1to5
Mont hs Year s
$' 000 $' 000
2,291, 425 227,321
The Bank

Remai ning Termto Maturity

3to 12
Mont hs

$' 000

103, 235

1tob
Year s

$' 000

17,988

Under
3 nmont hs
$' 000
Tot al 23,232,998
Per sona
Fi nancial institutions
Commerci al and
busi ness enterprises
Wthin
3 mont hs
$' 000
Tot al 5,871, 555
Per sona
Fi nancial institutions
Commerci al and

busi ness enterprises

Carrying Carrying

Val ue Val ue

2004 2003

$' 000 $' 000

25,751,744 18,732,156

3, 025, 804 3,123, 008

10, 518, 942 6, 429, 091

12, 206, 998 9, 180, 057

25,751,744 18,732,156
Carrying Carrying
Val ue Val ue
2004 2003
$' 000 $' 000
5,992,778 2,404, 945
427, 064 1, 365, 108
3, 354, 753 563, 858
2,210,961 475, 979
5,992, 778 2,404, 945



12. ACCOUNTS PAYABLE

The G oup The Bank

2004 2003 2004 2003

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

I nt erest payabl e 619, 496 675, 264 290, 389 192, 410
Di vi dends payabl e - 58, 450 - 58, 450
Br oker age payabl e 24,647 23, 859 - -
W t hhol di ng tax payabl e 5, 559 - - -
Prime accounts 17, 290 4,072 - -
O her payabl e 388, 223 92, 868 79, 643 79, 936
1, 049, 656 860, 072 370,032 330, 796

The Directors are of the opinion that the carrying anount of accounts payabl e approxi nates
its fair val ue.

13. I NCOVE TAX

(a) Deferred income taxes

Deferred incone taxes are calculated on all tenporary differences under the
bal ance sheet liability method using the current tax rate of 33 1/3%

The Group The Bank

2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000

Anal ysis for financial reporting

pur poses

Deferred tax liability 691, 226 415, 869 339, 377 213, 899
Deferred tax assets (304, 753) (225, 088) (171, 316) (64, 136)
386, 473 190, 781 168, 061 149, 763

The novenent for the year in the deferred tax position is as follows:



Net liability at January 1
Deferred tax expenses

Def erred tax reval uation reserve

charged to equity

Deferred tax -
Net liability at

Decenmber 31

Deferred tax liabilities

Property and equi pnent

capita

subsi di ary purchased

al | owances

in excess of accounting depreciation

I nt er est

recei vabl e

Avai | abl e-for-sale investnents

Tradi ng i nvest nent

reval uati on

Deferred tax assets
Unrealised | oss on securities trading

I nt er est
Reti r enent
Tax credit

payabl e
benefits

Tax | osses avail abl e

(b) Tax charge for the year

Tot a

charge for the year

I ncome tax at 33 1/ 3% of
t axabl e i ncone

conpri ses:

The
2004
$' 000

101, 494

The G oup The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
190, 781 136, 841 149,763 129, 216
11, 446 44, 361 (134, 887) 3,019
202, 016 9,579 153, 185 17,528
(17,770) - - -
386, 473 190, 781 168, 061 149, 763
1, 341 3, 857 1,112 3,674
403, 560 366, 930 136, 202 161, 347
249, 633 40, 929 202, 063 48,878
36, 692 4,153 - -
691, 226 415, 869 339, 377 213, 899
73,520 - 73,520 -
206, 498 225,088 96, 796 64, 136
574 - - -
1, 000 - 1, 000 -
23,161 - - -
304, 753 225,088 171, 316 64, 136
Group The Bank
2003 2004 2003
$' 000 $' 000 $' 000
45,122 54,170 23, 205



Def erred tax adj ustnent 11, 446 44,361 (134, 887) 3,019
112, 940 89, 483 (80, 717) 26, 224

(c) The charge for the year is reconciled to the profit and | oss account as foll ows:

The Group

2004 2003
$' 000 % $' 000 %
Profit before tax 978, 259 554, 749

Tax at the donestic income

tax rate 326, 086 33.3 184, 916 33.3
Tax effect of-

Net expenses deductible in

determ ning taxable profit 14,740 1.6 (6, 725) (1.2)
Non-t axabl e i ncone (221, 475) (23.4) (120, 279) (21.7)
Deferred tax expenses (16, 826) (1.8) 44, 361 8.0
Ef fect of tax |osses - - (12, 790) (2.3)
Ot her adj ustnents 10, 415 1.1 - -

Tax expense and effective tax
rate for the year 112, 940 10.8 89, 483 16.1
The Bank
2004 2003

$' 000 % $' 000 %
Profit before tax 255, 037 343, 452
Tax at the donmestic incone
tax rate 85, 012 33.3 114, 484 33.3

Tax effect of.-
Net expenses deductible in

determ ning taxable profit 135, 850 43.9 9, 264 2.7
Non-t axabl e i ncone (166, 197) (53.8) (100, 543) (29.3)

Def erred tax expenses (134, 887) (43.6) 3,019 0.9
Ot her adj ustnents (495) (0.1) -




Tax expense and effective tax
rate for the year (80, 717) (20.3) 26, 224 7.6

14. SHARE CAPI TAL

2004 2003
$' 000 $' 000
Aut hori sed:
600, 000, 000 ordi nary shares of 50c each 300, 000 300, 000
I ssued and fully paid:
588, 800, 000 (2003: 584,500, 000) ordinary
stock units of 50c each 294, 400 292, 250

On June 18, 2004 an amount of 4, 300,000 ordinary shares were issued to the Enpl oyee
Share Omnership Plan for the benefit of participating enployees. This increased the
i ssued share capital to 588, 800,000 ordinary stock units.

On April 30, 2003, following the Initial Public Offering of its shares, the Bank
increased its shares in issue by issuing 82,000,000 new ordi nary shares to the public
bringing the issued share capital of the Bank to 582, 000,000 ordinary stock units.

On August 1, 2003 an additional 2,500,000 ordinary shares were issued to the Enpl oyee
Share Omership Plan for the benefit of participating enployees. This increased the
i ssued share capital to 584,500,000 ordinary stock units.

15. STATUTORY RESERVE FUND

Under the Financial Institutions Act (1992) the Bank is required to transfer to a
reserve fund a mninum of 15% of the net profit each year until the amount to the
credit of the reserve fund is equal to 50% of the Bank's paid up capital. Thereafter
10% of the net profit each year is to be transferred to the reserve fund until the
anount at the credit of the reserve fund is equal to the Bank's paid up capita
The transfer for the year was at the prescribed rate of 10% (2003: 10%.

16. RETAI NED EARNI NGS RESERVE



The Financial Institutions Act permits the transfer of net profits to a retained
earni ngs reserve. Such transfers are made at the discretion of the Bank's Board of

Directors and nust be notified to the Bank of Jammi ca.

The Board of Directors by resolutions authorised the transfer

of $362, 000, 000 (2003:

$200, 000, 000) from unappropriated profits to retained earnings reserve.

17. FAI R VALUE RESERVE

Fair value reserve represents the excess of the market value of securities avail able
for sale at the period end over the historical cost net of the deferred tax effect.

18. STAFF COSTS

The G oup The Bank

2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000

(a) Staff costs incurred during the year in

respect of enpl oyees were:

Sal ari es and wages 262, 085 177, 486 129, 094 126, 018
Statutory contributions 22,167 19, 071 13, 353 14, 507
Pensi on contri buti ons 6, 801 5, 808 3, 864 4,244
O her staff benefits 36, 868 29, 242 29, 703 26, 005
327,921 231, 607 176, 014 170,774



The val ue of conpensation under the ESOP included in other staff benefits was

$7,270,000 (2003: $2,500, 000).

The G oup The Bank
(b) Average nunmber of persons enpl oyed 2004 2003 2004 2003
by the Group/Bank dining the year
Full time 146 94 101 70
Part tinme 8 6 5 4
154 100 106 74
19. NET PROFIT
(a) Dealt with in the accounts of:
2004 2003
$' 000 $' 000
The Bank 335, 754 317, 228
The subsi di ari es 529, 159 148, 038
864, 913 465, 266
(b) The net profit is stated after taking account of the followi ng itens:
The G oup The Bank
2004 2003 2004 2003
$' 000 $' 000 $' 000 $' 000
Directors' enolunents
- Fees 2,412 2,769 2,412 2,769
- Managenent 27, 369 19, 501 13, 789 19, 501
Audit fees - current year 4,169 3,428 2,669 2,096
- prior year (278) 500 104 300
Depr eci ation 26, 197 18, 229 24,233 16, 980



20.

21.

EARNI NGS PER STOCK UNI T

The cal cul ati on of earnings per stock unit is based on the net profit after
taxation of $864,913,000 for the Group and $335, 754, 000 for the Bank, divided
by the wei ghted average nunber of 50 cents stock units in issue in the period
anounting to 586,809,041 ordinary stock units. See Note 14 for increases in
share capital in the year

The conparative earnings per stock unit is based on net profit of $465, 266, 000
for the Group and $317, 228,000 for the Bank and the 555, 708, 333 wei ght ed
average nunber of ordinary stock units in issue during the year

ACQUI SI TI ON OF SUBSI DI ARY

On Cctober 1, 2004, the Bank acquired 70% of the issued share capital of Capita
& Credit Fund Managers Limted (fornerly Janmmica Unit Trust Service Linited)
for consideration of $179.1 mllion. This transaction has been accounted for

by the purchase nmethod of accounting.

$' 000
Net assets acquired:
Cash resources 29, 896
I nvest nent 26, 744
I nvestnent in subsidiary 249
Accounts receivabl e 2,098
Property and equi prment 1, 900
Deferred tax assets 17,902
Account s payabl e (21, 077)
I ncome tax payabl e (1, 858)
Bank overdraft (100)

55, 753
Less mnority interest at acquisition (16, 810)
Goodwi | | 140, 146
Total consideration 179, 089

Satisfied by cash 179, 089



Net cash outflow arising on acquisition

Cash consi deration (179, 089)
Bank bal ances and cash acquired 29, 796
(149, 293)

CASH AND CASH EQUI VALENTS

2004 2003

$' 000 $' 000

Cash and bal ances wi th banks including Bank of Janmica 8,246, 436 1,279, 149

Less: Statutory cash reserves (Note 3(a)) 304, 440 175, 156
Cash deposit - Investnent Broker (Note 3(b)) 6,129, 977

1,812,019 1,103, 993

FUND MANAGEMENT

The Group provides corporate adm ni stration, investnment nanagenent and advi sory services to
third parties which involve the Group nmeking allocation, purchase and sal es decisions in
relation to a wide range of financial instrunents. Those assets are held in a fiduciary
capacity and are not included in these financial statenments. At Decenber 31, 2004, the
Group had financial assets under adm nistration of approximately $2.4 billion
(2004: $0.2 billion).

SEGVENTAL FI NANCI AL | NFORMATI ON
The Group is organized into two mai n busi ness segnents:

a) Banking and rel ated services which include taking deposits, granting | oans and other credit
facilities and foreign currency trading.

b) Financial and related services which include securities trading, stock-broking, portfolio
pl anni ng, pension fund nanagenent and investnent advi sory services.



Transacti ons between the business segnents are on normal commercial ternms and conditions.
2004
Banki ng & Fi nanci al
Rel at ed & Rel ated Consol i dat ed
Services Servi ces Adj ust nent s Group
$' 000 $' 000 $' 000 $' 000
Ext ernal revenues 528, 465 1,115,949 - 1, 644, 414
Revenue from ot her segnents 76, 957 - (76, 957) -
605, 422 1, 115, 949 (76, 957) 1, 644, 414
Oper ati ng expenses 443,712 222,443 - 666, 155
Profit before tax 161, 710 893, 506 (769, 857) 978, 259
I ncome tax expense 112, 940
865, 319
M nority interest 406
Net profit 864, 913
Segnent assets 37,910, 170 22,425, 391 (966, 291) 59, 369, 270
Segnent liabilities 33, 368, 077 21, 415, 127 (713,785) 56,069,419
Ot her segnent itens:
Capital expenditure 14, 032 3,328 17, 360
Depreci ati on 24,233 1,964 26, 197
Loan | oss expense 1,944 1,944
2003
Banki ng & Fi nanci al
Rel at ed & Rel at ed Consol i dat ed
Servi ces Servi ces Adj ust nent s G oup



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

Ext ernal revenues 611, 748 414, 270 - 1, 026, 013
Revenue from ot her
segnent s 36, 666 - (36, 666) -
648, 414 414, 270 (36, 666) 1, 026, 018
Oper ati ng expenses 366, 903 102, 278 2,088 471, 269
Profit before tax 281,511 311, 992 (38, 754) 554, 749
I ncome tax expense 89, 483
Net profit 465, 266
Segnent assets 24,587,990 17,936, 494 (909, 122) 41, 615, 362
Segnment liabilities 22,628,780 17, 489, 912 (592, 407) 39,526, 285
Ot her segnent itens:
Capital expenditure 76, 138 3,130 79, 268
Depreci ati on 16, 980 1, 249 18, 229
Loan | oss expense 2,735 2,735

25. PENSI ON FUND

A defined contribution superannuation fund ("The Fund") was established for the purpose

of securing pensions on retirenent, for the qualified present and future enpl oyees of

the G oup. Under the plan, enpl oyees who are nenbers of the Fund will contribute 5% of

earnings (as defined), as a basic contribution and have the option to contribute an

addi ti onal amount of 5% The Group contributes at a rate of 5% of nmenbers' earnings (as defined). (See note 18).

Retirement benefits payable by the Fund will be based on the contributions nmade to
the Fund together with investnent earnings thereon.

26. RELATED PARTY TRANSACTI ONS AND BALANCES

The foll owing transactions were carried out with related parties including conpanies



connected by virtue of common directorship and the Bank's parent conpany:

The Group The Bank

2004 2003 2004 2003

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

I nterest incone - - 100, 886 36, 001
Managenment fees paid 24,000 24,000 24,000 24,000
I nt erest expense 40, 197 36, 498 17,171 127, 351
Fees charged - - 42,181 -
Pref erence divi dends received - - 34,776 36, 666

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

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

Securities sold under

repur chase agreenents 107, 262 20, 000 32, 277 193, 242
Securities purchased under

resal e agreenents - - 644, 860 374,448
Deposits 205, 481 5,270 205, 481 5,270

These transactions occurred in the nornmal course of business.

27. FI NANCI AL | NSTRUMENTS
(a) Fair value

Fair value is the anpunt for which an asset could be exchanged, or a liability

settl ed, between know edgeable, willing parties in an armis | ength transaction.

A market price, where an active market (such as a recogni zed stock exchange) exists,
is the best evidence of the fair value of a financial instrument. Market prices are
not available for sonme of the financial assets and liabilities of the Group. Fair
values in the financial statenents have therefore been estimted using present val ues
or other estimation and val uation techni ques based on market conditions existing



at bal ance sheet date. Generally, considerable judgenent is necessarily required in
interpreting market data to develop estinmates of fair value. Accordingly, the estmates
presented in these financial statenments are not necessarily indicative of the amunts
that the Group would realise in a current market exchange.

The foll owi ng net hods and assunpti ons have been used:

(i) financial investnents classified as avail able-for-sale are nmeasured at fair
val ue by reference to quoted narket prices where available. If quoted market
prices are not available, then fair values are estimated on the basis of
pricing nodels or other recognised val uation techniques;

(ii) the fair value of liquid assets and other assets maturing within one year is
assuned to approximte their carrying amount. This assunption is applied to
liquid assets and the short-termelenents of all other financial assets and
financial liabilities;

(iii) the fair value of demand deposits and other accounts with no specific maturity is
assunmed to be the ampunt payabl e on demand at the bal ance sheet date;

(iv) the fair value of variable rate financial instruments is assunmed to approximte their
carrying anmounts; and

(v) the fair value of fixed rate loans is estinmated by conparing nmarket interest rates
when the | oans were granted with current market rates offered on sinmlar |oans. For
mat ch-funded | oans the fair value is assuned to be equal to their carrying val ue,
as gains and | osses offset each other. Changes in the credit quality of |oans wthin
the portfolio are not taken into account in determning gross fair values as the
i npact of credit risk is recogni sed separately by deducting the anount of the
provisions for credit |losses fromboth book and fair val ues.

The foll owi ng tables present the fair value of financial instrunents based on the above-
menti oned val uati on nmet hods and assunptions. The foll owi ng financial assets are not
carried at fair value

The G oup



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 nvestment in securities
- Held to maturity 1,972,816 2,112,985 1,950,771 1,770,926
- Originated debt 20, 786, 505 20,377,058 20,669, 291 20, 222, 024
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 nvestnment in securities
- Held to maturity 1, 365, 349 1,470, 954 1, 344, 997 1, 265, 854
- Originated debt 14, 243, 453 13, 756, 335 16, 623, 418 16,172, 100
375, 406 991, 104 316, 715 446, 582

(b) Interest rate risk

The Group and the Bank are exposed to the effects of fluctuations in the prevailing |levels
of market interest rates on its financial position and cash flows. Interest nargi ns may

i ncrease or decrease as a result of such changes and create | osses in the event tbat
unexpected novenents arise. The managenent sets limts on the level of msmatch of

interest rate repricing that may be undertaken. This is nonitored on a periodic basis.

(i) The follow ng tables summuari se carrying anounts of bal ance sheet assets,
equity in order to arrive at the Group's interest
contractual repricing or maturity dates.

liabilities and
rate gap based on earlier of



The G oup

Non-
Wthin 1 1to 3 3to 12 1to5 Over 5 I nt er est
Mont h nmont hs Mont hs Year s Year s Securities Tot a
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000 $' 000
Asset s

Cash resources 8,218, 324 28,112 - - - - -
| nvestnment in securities

- Trading 215, 066 2,273,678 806, 796 1,961, 042 - 67, 106 5, 323, 688
- Available for sale 984, 890 1,512,610 2,662,176 6, 767, 066 5,301,498 1,174,066 18, 402, 306
- Held-to-maturity - - - 142, 599 1, 830, 217 - 1,972, 816
- Originated debt 747,014 789, 170 3, 325, 666 7, 169, 056 8, 737, 599 - 20,768,505
Loans after provision

for | oan | osses 116, 898 520, 044 552, 982 9,471 494, 540 - 2,630, 935
O her assets - - - - 1,884,438 1, 884, 438
Goodwi I | on consolidation - - - - 140, 146 140, 146
Tot al 10, 282, 192 5,123,614 7,347, 620 16, 986, 234 16, 363,854 3, 265,756 59, 369, 270

Liabilities and

St ockhol ders' equity

Deposits 992, 540 1, 556, 590 1, 969, 157 3,739 - - 4,522,026
Securities sold under

repur chase agreenents 9,477, 259 13, 755, 739 2,291, 425 227, 321 - - 25,751,744
Loan participation 94, 478 665, 912 437, 552 - - - 1,197,842
Due to other financia

institutions 232, 646 3,265,118 13,161,777 3, 140, 725 3, 083, 967 - 22,884,233
OGher liabilities - - - - - 1, 309, 855 1, 309, 855
Def erred taxation - - - - - 386, 473 386, 473
M nority interest - - - - - 17, 246 17, 246
St ockhol ders' equity - - - - - 3,299, 851 3,299, 851
Tot al 10, 796, 223 19, 243,259 17, 859, 911 3,371, 786 3,083,967 5,013,425 59, 369, 270

Interest sensitivity gap (514, 731) (14,119,645)(10,512,291) 13,614,449 13,279,887(1,747,669) -

Cumul ati ve interest
sensitivity gap (514, 731) (14, 634,376)(25,146,667) (11,532,218) 1,747,669 -



2003

Interest sensitivity gap (21, 894, 673)

Cumul ati ve interest
sensitivity gap

Asset s
Cash resources
| nvestment in securities

- Avail abl e-for-sale

- Held-to-maturity

- Originated debt

Securities purchased under
resal e agreenents

I nvestnent in subsidiaries
Loans after provision for

| osses

O her assets

Tot a
Liabilities and
St ockhol der s’
Deposits
Securities sold under
repurchase agreenents
Loan participation

Due to other financia
institutions

Oher liabilities

Def erred taxation

St ockhol ders' equity

Tot al

Interest sensitivity gap

equity

4,139,519 6, 833, 796 7,352, 304 4,874,802 (1, 305,748)
(21,894,673) (17,755,154)(10,921,358) (3,569,054) 1, 305,748 -
The Bank
Non-

Wthin 1 1to 3 3to 12 1tob5 Over 5 i nt erest
Mont h nont hs Mont hs Year s Year s Securities Tot a
$' 000 $' 000 $' 000 $' 000 $' 000 $' 000 $' 000
8, 052, 353 - - - - - -
- 100, 111 300, 141 3,777,732 4,347,661 1,174, 066 9,699, 711
- - - 75, 812 1, 289, 537 - 1, 365, 349
393 104, 157 245,934 5, 215, 465 8,677,504 - 14, 243, 453
138, 860 200, 000 306, 000 - - - 644, 860
- - - - 375, 406 375, 406
116, 898 520, 044 552, 982 946, 471 494, 540 - 2,630, 935
- - - 898, 103 898, 103
8, 308, 504 924, 312 1, 405,057 10, 015,480 14,809,242 2,447,575 37,910,170
992,540 1,556,590 1, 969, 157 3,739 - - 4,522,026
4,470,734 1,400, 821 103, 235 17, 988 - - 5,992,778
94, 478 665, 812 437,552 - - - 1,197, 842
12,086 3,265,118 13,161,777 3, 214, 150 3, 231, 102 - 22,884,233
- - - - - 603, 137 603, 137
- - - - - 168, 061 168, 061
- - - - - 2,542,093 2,542,093
5,569,838 6,888,341 15,671,721 3, 235, 877 3,231,102 3,313,291 37,910,170
2,738,666 (5,964, 029) (14, 266,664) 6,779,603 11,578,140 (865,716) -



Cumul ati ve interest
sensitivity gap 2,738,666 (3,225,363)(17,492,027)(10,712,424) 865, 716 -

2003
Interest sensitivity gap (12,221,088) 5,541,412 5, 254, 978 1, 056, 942 1, 340,233 (972, 477)

Cumul ati ve interest
sensitivity gap (12,221,088)(6,679,676) (1,424,698) (367, 756) 972, 477 -

(ii) Average effective yields by the earlier of the contractual repricing or maturity dates:

The Group
2004
| medi ately
Rat e Wthin 3 to 12 l1to5b Over 5

Sensitive 3 Months Mont hs Year s Years Average
Cash resources 1.41 - - - - 1.41
I nvestment in securities (1)
- Trading 15. 15 16. 29 16. 79 11. 40 - 14.51
- Avail able-for-sale 17. 42 17. 69 11. 88 7.90 9.11 9.63
- Held-to-maturity 11.87 11.75 11.76
- Originated debt 16. 82 17. 48 15. 86 9.15 3.62 8.49
Loans (2) 14. 31 17. 45 12. 68 15. 47 14.78 15. 10
Deposits (3) 7.72 8.29 6.78 15.01 - 7.51
Securities sold under
repur chase agreenents 8.79 11. 04 12. 91 8. 89 - 10. 36
Loan partici pation 9.72 10. 85 8.32 - - 9.76
Due to other financia
institutions 0. 07 2.10 1.96 4.04 4.75 2.62
The G oup
2003

| medi ately
Rat e Wthin 3to 12 1to5 Over 5



Sensitive 3 Mont hs Mont hs Year s Year s Aver age

% % % % % %
Cash resources 0.59 - - - - 0. 59
I nvestnent in securities (1) 10. 93 33. 80 28. 95 12. 14 9.57 13. 87
Loans (2) 13.24 15. 57 17. 40 14. 35 12.08 14. 30
Deposits (3) 9.22 8. 47 11.51 8. 05 - 9.11
Securities sold under
repur chase agreenents 11. 13 15. 48 21.31 18. 31 - 13. 41
Due to other flnancia
i nstitutions 1.36 8. 06 7.16 8.87 4.77 1.92

(1) Yields are based on book values and contractual interest adjusted for
anortisation of prem uns and discounts. Yields on tax-exenpt investnents
have not been conputed on a taxabl e equival ent basis.

(2) Yields are besed on book val ues, net of allowance for credit |osses and
contractual interest rates.

(3) Yields are based on contractual interest rates.

(ii) Average effective yields by the earlier of the contractual repricing or maturity dates:

The Bank
2004
| medi ately
Rat e W thin 3to 12 1to5 Over 5

Sensitive 3 Months Mont hs Year s Year s Aver age
% % % % % %
Cash resources 1.43 - - - - 1.43
I nvestnent in securities (1)
- Avail able-for-sale - 16. 63 12. 63 5.27 8. 68 6. 50
- Held-to-maturity - - - 11.10 11.75 11.71
- Originated debt 33.50 23.19 14. 81 7.25 3.56 5.25
Securities purchased under
resal e agreenents 6. 31 17.93 17. 35 15. 15

Loans (2) 14. 31 17. 45 12. 68 15. 47 14.78 15. 40



Deposits (3) 7.72 9.29 6.78 15. 01 - 7.51
Securities sold under

repur chase agreenents 6.72 9. 06 8.73 16. 74 - 7.33
Loan participation 8.72 10. 85 8.32 - - 9.76
Due to other financia

institutions 1.43 2.10 1.96 4. 04 4. 75 2.65

2003
| medi ately

Rat e Wt hin 3to 12 l1tob5 Over 5
Sensitive 3 Months Mont hs Years Years Aver ag

% % % % %
Cash resources 0.59 - - - - 0.5
I nvestnent in securities (1) 10. 93 33.90 28. 85 12. 14 9. 57 13.8
Loans (2) 13.24 15.54 17. 40 14. 35 12.03 14.3
Deposits (3) 9.22 8. 47 11.51 8. 05 - 9.1

Securities sold under
repur chase agreenents 6. 83 10. 30 20. 34 17. 40 - 8.0
Due to other financia
institutions 1.36 9. 06 7.16 8.87 4.77 1.9
(1) Yields are based on book values and contractual interest adjusted for anortisation
of prem uns and di scounts. Yields on tax-exenpt investnents bave not been
conmputed on a taxabl e equival ent basis.

(2) Yields are based on book val ues, net of allowance for credit |osses and contractua
i nterest rates.

(3) Yields are based on contractual interest rates.

(c) Foreign exchange risks
Foreign currency risk is incurred on transactions that are denom nated in a currency
ot her than the Jammican dollar. The main currencies giving rise to the risk are the
United States dollar, the Canadian dollar, the British Pound and the Euro.

Net exposure is kept to an acceptable |evel by matching foreign assets with liabilit
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as far as possible.

The followi ng foreign currency bal ances are included in these financial statenments:

The G oup
2004 2003
Uss$ Cdn$ Pound Euro Uss$ Cdn$ Pound
' 000 000 000 000 000 000 000
Total assets 768, 942 1, 259 1,997 23,502 522,976 131 290
Total liabilities (779,240) (632) (1,523) (22,197) (530,450) (85) (128)
Net exposure (10, 298) 627 474 1, 305 (7,474) 46 162
The Bank
2004 2003
Uss$ Cdn$ Pound Euro Uss$ Cdn$ Pound
' 000 000 000 000 000 000 000
Total assets 594, 160 1, 259 1,997 23, 408 348, 670 131 290
Total liabilities (611, 056) (632) (1,523) (22,197) (357, 505) (85) (128)
Net exposure (16, 896) 627 474 1,211 (8, 835) 46 162

(d) Credit risk

Credit risk is the risk of default by an obligator. The risk is nmanaged primarily
by reviews of the financial status of each obligator. The prinmary concentration of
the Group's credit risk relates to investnents in governnent securities. In respect
of | oans, the exposure is to a nunmber of individuals and businesses in different
sectors and geographic areas and this, in effect, mtigates the credit risk.

The foll owing table sunmmari ses the credit exposure to busi nesses and governnents by sector

The G oup and the Bank



2004 2003

$' 000 $' 000
Agriculture, fishing and m ning - 25, 000
Construction, |and devel opnent
and real estate acquisition 409, 935 221, 240
Di stribution 206, 822 158, 390
Electricity, gas & water 165, 863 163, 121
Fi nancial institutions 190, 140 -
Governnment and public entities 558, 150 856, 646
Manuf act uri ng 71, 651 48, 935
Per sonal 271, 950 115, 165
Pr of essi onal and ot her services 302,791 111, 563
Tourism and entertai nnment 148, 858 172, 469
Transport, storage and comruni cation 335, 269 -
Tot al 2,661, 429 1,872,529
Total provision 30, 494 42,972
Net 2,630, 935 1, 829, 557

(e) Liquidity risk

The Group is exposed to calls on its available cash resources from overni ght
deposits, maturing deposits, |oan draw downs and guarantees. The Group does

not maintain cash resources to neet all of these needs as experience shows that
a level of reinvestment of maturing funds can be predicted with a high |eve

of certainty.

The tabl es bel ow anal yse assets and liabilities of the Group into rel evant
maturity groupi ngs based on the renmai ning period at bal ance sheet date to the
contractual maturity date.

The matching and controlled msmatching of the maturities and interest rates

of assets and liabilities is fundanental to the nmanagenent of the Goup. It is
unusual for financial institutions ever to be conpletely matched since business
transacted is often of uncertain ternms and of different types.



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

accept abl e cost,

interest-bearing liabilities as they mature,

at an
are inportant

factors in assessing the liquidity of the Group and its exposure to changes in

i nterest and exchang

Asset s

Cash Resources

| nvestment in securities
- Tradi ng

- Avail able-for-sale

- Held-to-maturity

- Originated debt

Loans after provision for
| oan | osses

O her assets

Goodwi I | on consolidation

Tot a

Liabilities and
St ockhol ders
Deposits

Securities sold under
repurchase agreenents
Loan participation

Due to other financia
institutions

Oher liabilities

Def erred taxation

M nority interest

St ockhol ders' equity

equity

e rates.
The G oup
Remai ning Termto Maturity
Wthin 3 3 to 12 l1to5 Over 5
Mont hs Mont hs Year s Year s Tot al
2004
$' 000 $' 000 $' 000 $' 000 $' 000
8, 246, 436 - - - 8, 246, 436
2,488, 744 806, 796 1, 961, 042 67, 106 5, 323, 688
2,497, 500 2,662,176 6, 767, 066 6, 475,564 18, 402, 306
- - 142,599 1, 830, 217 1,972, 816
1,536, 184 3, 325, 666 7,169, 056 8,737,599 20, 768, 505
636, 942 552, 982 946, 471 494, 540 2,630,931
1,787, 163 - - 97, 275 1, 884, 431
- - - 140, 146 140, 146
17,192, 969 7,347,620 16, 986, 234 17,842,447 59, 369, 270
2,549, 130 1, 969, 157 3,739 - 4,522,026
23,232,998 2,291, 425 227,321 - 25,751,744
760, 290 437, 552 - -
3,277, 204 13, 161, 777 3,214, 150 3,231,102 22,864, 233
1, 309, 855 - - 1, 309, 855
- 386, 473 - 386, 473
- - 17, 246 17, 246
- 3,299, 851 3,299, 851




Tot al 31,129,477 17,859,911 3,831, 683 6,548,199 59, 369, 270
Total Liquidity Gap (13,936, 508) (10,512, 291) 13,154,551 (11,294, 248) -
cumul ative Gap (13,936, 508) (24, 448, 799) (11, 204, 248) S
2003 e
Total Liquidity Gap (14,074, 455) (11,548, 153) 13,603,509 12, 019, 099

Asset s

Cash Resources

I nvestnent in securities

-Avai |l abl e-for-sale

- Held-to-maturity

- Originated debt

Securities purchased under
resal e agreenents

I nvestment in subsidiaries
Loans after provision for
| oan | osses

O her assets

Total Assets

Liabilities and

St ockhol ders' equity
Deposits
Securities sold under
repurchase agreenents

The Bank
Remai ning Termto Maturity

Wthin 3 3to 12 1to5 Over 5
Mont hs Mont hs Year s Year s Tot al
2004
$' 000 $' 000 $' 000 $' 000 $' 000
8, 052, 353 - 8, 052, 353
100, 111 300, 141 3,777,732 5,521, 727 9, 699, 711
- - 75, 812 1, 289, 537 1, 365, 349
104, 550 245, 934 5, 215, 465 8,677,504 14,243, 453
338, 860 306, 000 - - 644, 860
- - - 375, 406 375, 406
636, 942 552, 982 946, 471 494, 540 2,630, 935
823, 030 - - 75, 073 898, 103
10, 055, 846 1, 405,057 10, 015, 480 16, 433, 787 37,910, 170
2,549, 130 1, 969, 157 3,739 4,522,026
5,871, 555 103, 235 17, 988 5,992,778



Loan participation 760, 290 437, 552 - 1,197,842
Due to other financia

institutions 3,277,204 13,161, 777 3,214, 150 3,231,102 22,884, 233
O her liabilities 603, 137 - - - 603, 137
Deferred taxation - - 168, 061 168, 061
St ockhol ders' equity - - - 2,542,093 2,542,093
Total liabilities and

St ockhol ders' equity 13, 061, 316 15,671, 721 3,403, 938 5,773,195 37,910,170
Total Liquidity Gap (3,005,470) (14, 266,664) 6,611,542 (10, 660,592) -

(3,005, 470) (17,272, 134) (10, 660, 592) -

Cumul ative Gap

2003

Total liquidity Gap (1,495, 661) (15,944,764) 7,468,024 9,972,401

Cumul ative Liquidity Gap

28. CONTI NGENCI ES AND COVM TMENTS
(a) Litigation

The Bank and its subsidiaries are subject to clains, disputes and | egal proceedings in the
normal course of business. Provision is nmade for such matters when in the opinion of
managenment and its | egal advice, that it is probable that a paynent will be nade and the
anount can be reasonably estimated.

Both the Bank and the subsidiary, Capital & Credit Fund Managers Linmted (formerly Jameica
Unit Trust Services Limted) are involved in |legal proceedings at this tinme. Based on | ega
advice, the Directors are of the opinion that the outcone will have no material effect on
the financial position of the G oup

(b) Operating Leases
The Group has entered into | ease agreenents for office space expiring April 2007, June 2007,

January 2008 and August 2009 and for notor vehicles expiring March 2006, April 2006,
February 2007 and July 2007.



The total annual rentals to be paid are as foll ows:

The G oup The Bank

$' 000 $' 000
2005 22,948 19, 818
2006 22,243 19,918
2007 15,931 15, 246
2008 10, 531 10, 531
2009 7,321 7,321

29. DI VI DENDS

On July 16, 2004 and Novenber 11, 2004, the Directors declared and approved the paynent of
interimdividends of 7.5 cents per stock unit payable on August 26, 2004 and Decenber 17, 2004
respectively, to stockholders on record at August 5, 2004 and Novenber 26, 2004 respectively.

On Decenber 5, 2003, the Directors declared and approved the paynent of an interimdividnd
of 10 cents per stock unit payable at January 26, 2004 to stockhol ders on record at January 13,
2004.



