A Journey...

Continuing the Journey of Excellence

A Journey...

is not defined only by its destination, but rather by the vision,
effort and dedication of those who set, steer and stay the
course. This year’s Annual Report continues the journey
which started over 50 years ago when Antigua Commercial
Bank (ACB) – just a small local bank – took flight against the
winds of that time.Today it soars into the sphere of a new and
modern banking era, where there are virtually no boundaries
and where it is a real player in the global market. It is ACB’s
passion for excellence which will define our success and
longevity not just for another 50 years but for many more
decades ahead.

Our Mission

To be the best financial services provider, creating wealth
for our customers, investors, staff and communities both
regionally and beyond.

Our Vision

To be the premier financial and related services provider
to each client we serve worldwide, creating wealth and
opportunities for all stakeholders in an ever changing
environment.

Our Philosophy

We believe that we were created to be an essential
contributor to the life of our stakeholders. In this
pursuit of our Vision we will be continually guided by the
following principles:
• Focus on creating wealth;
• Transparency in all we do;
• Good customer relations;
• Decision making that is research driven, timely and prompt;
• A continuous pursuit of the spirit of enterprise;
• Caring and respect for the individual;
• Good corporate citizenship;
• Enduring sustainability.
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NOTICE OF
ANNUAL GENERAL MEETING
nOTICE Is hEREBy GIVEn that the Fifty – second Annual General Meeting
of the Antigua Commercial Bank will be held at the Conference Room at
the City View hotel , newgate street, st. John’s, Antigua on 24th day of
september, 2009 at 3:00pm to:
1.

Confirm the Minutes of the 51st AGM

2.

Consider Matters arising from the Minutes

3.

Present the Directors’ and the Chairman’s Reports

4.

Consider the Financial Statements for the year ended September, 30, 2007 and the report of
the Auditors

5.

Declare a dividend for the year ended September, 30, 2007

6.

Consider and if thought fit, pass the following resolution:
“IT IS HEREBY RESOLVED that the decision taken by the Board of Directors on the 19th day of June,
2009 to remove from the Board, with immediate effect, Mr. Leroy King, he having been deemed by the
Board not to be a fit and proper person to continue to hold the office as Director BE HEREBY
RATIFIED.”

7.

Elect directors and fix their remuneration

8.

Re- appoint the incumbent Auditors for the year ending September, 30, 2008 and to authorize the
Board to fix their remuneration

9.

Transact any other business which may properly come before an Annual Meeting of Shareholders

By ORDER OF ThE BOARD

_____________________________
RhODETTE BROWnE
Legal Counsel/ Corporate Secretary

28th August, 2009.
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CORPORATE
INFORMATION
Registered Office and Postal Address
Thames & St. Mary’s Streets
P.O. Box 95, St. John’s, Antigua, West Indies
Service Locations
Head Office:
Thames & St. Mary’s Streets, St. John’s, Antigua.
ACB Financial Centre:
High & Temple Streets, St. John’s, Antigua.
V.C. Bird International Airport, Codrington, Barbuda
ATM Locations
ACB Head Office, ACB Financial Centre, Woods Mall,
Midway Service Station,V.C. Bird International Airport,
Codrington, Barbuda
Email Address
acb@acbonline.com
Website
www.acbonline.com
Telephone Number
(268) 481-4200
Fax Number
(268) 481-4229
Auditors
PricewaterhouseCoopers, Chartered Accountants
11 Old Parham Road, P.O.Box 1531, St. John’s,
Antigua
Corresponding Banking Relationships
St. Kitts National Bank		
NCB Dominica
NCB Grenada			
1st National Bank St. Lucia
NCB St.Vincent			
National Bank of Anguilla
Bank of St. Lucia Ltd.		
Eastern Caribbean Central Bank
Barbados National Bank		
Bank of America
Lloyds Bank			
Toronto Dominion Bank
Dresdner Bank- Euro		
RBTT Bank Jamaica Ltd.
Guyana Co-op Bank
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C. Davidson Charles
Chairman- Board of Directors
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CHAIRMAN’S
REPORT
Operating Environment
I am pleased to report that for the third consecutive year the Bank performed
reasonably well with after tax profit of $9.2 million.This compares favourably
with the $8.2 million generated for fiscal 2006. Assets also grew by $75.3
million or 14.2%. Based on our performance, the Board of Directors
recommends that a final dividend of 40% be paid as was the case in the
previous year. Earnings per share increased from $2.18 in fiscal 2006 to
$2.45., which was encouraging.
The downward push of interest rates on mortgages, relatively low rate of
return on deposit investments, relatively slow disbursements of approved
mortgages, aggressive competitors with attractive mortgage takeover offers,
the internal and external diminishing effects from the Iflex software and the
initial shocks from the introduction of the Antigua and Barbuda Sales Tax were
contributing factors in testing our subsidiary company the ACB Mortgage
and Trust Company Limited’s capacity to achieve acceptable returns for the
2007 financial year. Notwithstanding these pressures the subsidiary company
was able to expand its asset base by 5.2% to $186.3 million from a position
of $177.1 million with its core activity of mortgage lending recorded a 10.3%
expansion to $124.9 million from a position of $113.2 million. The company
fully adopted Standard 18 of the International Financial Reporting Standard
which allowed for fees associated with mortgage loans to be deferred and
recognized as an adjustment to the effective yield on the loans.This adoption
resulted in a restatement of the 2006 financial statements to retrospectively
reflect the revised accounting treatment for the loan fees. The impact of the
adoption assisted in a very marginal expansion of total operating income by
0.68% to $6.7million from a position of $6.6million. The subsidiary company
managed its expenses well by producing a marginal decline of 8.83% in
operating expenses from $2.7million to $2.5 million.
Our subsidiary company ended the year with a 7.4% growth in operating
profit from $3.9million to $4.2million and a net income after tax position of
$3.7 million or a 6.25% growth from the 2006 position of $3.5million.
In fiscal 2007, Antigua & Barbuda’s economy grew by 6.9%, which was lower
than the 12.4% achieved in 2006. Notwithstanding the slower growth in the
economy, the Group benefited from the activities surrounding Cricket World
Cup 2007, which culminated in April 2007. In this regard, foreign exchange
earnings grew by 21% and our loan volume increased by $22.5 million largely
relating to the construction activities.

CONTINUING THE JOURNEY OF EXCELLENCE
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Civic Responsibility
Our group takes pride in ensuring that it gives back to the
community in which it operates. During the fiscal, we continued
our sponsorship and support of sports, culture and education.
In this regard, this year marked the 30th year of our sponsorship
of Parish League Cricket and through this long and enduring
partnership, we have assisted in developing cricket in the
villages, provided opportunities for young players to develop
their game, assisted young players to graduate to the national,
regional and international levels, aided the development of the
community by keeping the youth occupied with an activity
that is constructive and provided talented individuals with
opportunities for a brighter future. Every year for the past few
years we have supported our annual Carnival celebrations in
different ways and this year was no different. Our educational
sponsorship extended to a business seminar and a programme
styled “Character Counts” at one of the primary schools. In
furtherance of our educational initiatives the Bank supported
the annual College Fair, which is a joint effort with the Ministry
of Education. The fair allows students the opportunity to
gain valuable insights into higher education and admission
requirements for universities/colleges in the Caribbean, United
States of America, the United Kingdom and Canada.

Director Reginald Peterson at the Parish League presentation

Corporate Capacity
Good corporate governance is critical to the survival of
our organization. We have policies and procedures in place,
which guide the actions of all Directors and which ensure
that compliance issues receive the attention they deserve.
Ethical standards required of financial institutions like ours are
practised and are taken into account in our decision making.
To ensure that our Directors know their responsibilities as
members of the Board, particular emphasis was placed on
corporate governance training and the need for accreditation
in this regard. Consequently, a number of Directors attended
corporate governance training sessions and seminars conducted
by the Eastern Caribbean Central Bank.
HR Achievements
Our human resource is critical to the present and future
growth of our organization. Consequently, considerable funding
was directed towards training conducted locally and abroad.We
operate in a very competitive environment; therefore, we focus
on recruiting qualified and experienced individuals especially
in filling senior positions. Given the obvious importance of
our employees to the achievement of the institution’s goals
and objectives, I thank the management and staff for another
encouraging and successful year of operations.

Parents and Students of Mary E. Pigott School- Winners of Junior Carnival- Sign- up
for Junior Savings Account
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One student from Mary E. Pigott School at the opening of a Junior Savings Account

Teacher Kevin Simon (Programme Director Character Counts) and students receive
sponsorship from ACB.

ACknOWlEDGEMEnTs
We thank all our customers for their continued patronage as
we work to provide them with the best possible service. We
also express appreciation to our shareholders who continue
to offer support, encouragement and understanding to the
management and Board. The financial landscape is such that
there will always be challenges but together we maintain
our resolve and efforts to realize our mission and generate
increased returns for our shareholders.
lOOkInG AhEAD
We believe we are well positioned to move the ACB Group
forward and there will not only be the quest to strengthen our
balance sheet but also to intensify our community outreach.
We are satisfied that we have the tools and employees
committed to make our institution not just safe but sound
and solid as well.

ACB International College Fair 2006 Opening

C. DAVIDsOn ChARlEs
Chairman- Board of direCtors

CONTINUING THE JOURNEY OF EXCELLENCE
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BOARD OF DIRECTORs- AnTIGuA COMMERCIAl BAnk AnD CORPORATE sECRETARy
Chairman C. Davidson Charles
to the Chairman’s right: Alincia Williams - Grant - Legal Counsel/Corporate secretary; Gordon Derrick - director; Peter Blanchard - director;
Reuben Deubry - director; Lt. Col. Edward Croft - director
to the Chairman’s left: Heather Labadie - director; Philip Harris - director; Michael Roberts - director; Reginald Peterson - director; Jasper Scotland - director
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BOARD OF DIRECTORs- ACB MORTGAGE & TRusT CO. lTD. AnD CORPORATE sECRETARy
1st row- from left to right: Alincia Williams - Grant - Corporate secretary; Evelyn Sheppard - director
2nd row- from left to right: C. Davidson Charles - director; Reginald Peterson - Chairman; Heather Labadie - director
3rd row- from left to right: Francis A. Henry - director; Jasper Scotland - director; Peter Blanchard - director

CONTINUING THE JOURNEY OF EXCELLENCE
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DIRECTORS’
REPORT
The members of the Board of Directors are cognizant of their fiduciary responsibilities
to the Bank’s Shareholders and remain committed to complying with settled corporate
governance principles.
BOARD COMPOSITION
Article 51 of the Company’s Articles of Association provides for not less than seven (7) or more than
fifteen (15) directors. As per practice throughout the years, the Board comprises ten (10) independent
non- executive directors.
The elected Chairman of the Board is C. Davidson Charles, assisted by his Vice- Chairpersons, Reginald
Peterson, Heather Labadie and Jasper Scotland.
Reginald Peterson chairs the Board of Directors for ACB Mortgage & Trust Co. Ltd which is comprised of
five (5) ACB directors together with two (2) directors chosen from the shareholders of ACB in accordance
with Article 54 of the Company’s Articles of Association.
Article 56 of the Articles for Antigua Commercial Bank provides that at every ordinary general meeting ,
one third (1/3) of the directors shall retire from office. The Directors to retire shall be those who have
been longest in office since their last election. A retiring Director shall be immediately, or at any future
time, if still qualified, be eligible for re- election.
The eligibility of Directors for Public Companies for re- election has been significantly curtailed by s.2 of
the Companies (Amendment) Act, 2004, that stipulates that “No individual who has served as a director
of a public company for six (6) consecutive years shall be qualified for re- election as a director for that
company unless two (2) years have elapsed after he last served.”
At this year’s Annual General Meeting, the three (3) directors who will retire upon rotation, but are eligible
for re-election to the Board of Directors, are Director Reuben Deubry, elected in May, 2005 and Directors
Philip Harris and Michael Roberts, both elected in December, 2006.

BOARD COMMITTEES
The following Board Committees have been established to supplement the performance of the Board of
Director’s functions:(i)
(ii)
(iii)
(iv)
(v)
(vi)

14

Governance and Executive Committee		
Audit & AML/CFT Oversight Committee		
Credit Committee				
Human Resources & Compensation Committee
Marketing and Promotions Committee		
Investment Committee				
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C. Davidson Charles (Chairman);
Jasper Scotland (Chairman);
Jasper Scotland (Chairman);
Reginald Peterson ( Chairman);
Heather Labadie (Chairperson);
C. Davidson Charles (Chairman);
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DIVIDEnD
The Directors authorized an interim dividend payment of 25% on the 17th day of December,
2008 and recommend a final payment of 15%, totaling a 40% dividend pay out for the
financial year ended September, 2007.

AuDITORs
The incumbent auditors, PricewaterhouseCoopers offer themselves for reappointment for
the ensuing year.

shAREhOlDInG
No shareholder owns more than 5% of the Company. Table A below provides an analysis
of shareholders’ shareholding as at September, 30, 2007. Article 52 requires each director
to be a holder of at least $1000 in value of the shares of the Company. Table B details the
directors’ shareholding as at September, 30, 2007.
Table A: Analysis of shareholders as at september 30, 2007
shareholding by size of holdings as at september 30,2007
size of holding

shareholders

1-1,000

4850

1,001-2,000

294

2,001-5,000

225

5,001-10,000

88

10,001-25,000

52

25,001-100,000

31

100,001-250,000

3

Total

5543

Table B: Particulars of Directors shareholdings in the issued capital
of the Company as at september 30, 2007
Directors

no. of shares held

Reuben Deubry

105,000

Reginald Peterson

15,327

Peter Blanchard

3,200

Jasper Scotland

4,569

Philip Harris

3,931

Gordon Derrick

3,900

Lt. Col. Edward Croft

3,195

Heather Labadie

2,800

Michael Roberts

1,000

Davidson Charles

1,000

By Order of the Board of Directors

Rhodette Browne
Legal Counsel/ Corporate Secretary
CONTINUING THE JOURNEY OF EXCELLENCE
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Gladston Joseph
General Manager
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MANAGEMENT
DISCUSSION AND
ANALYSIS
OPERATInG EnVIROnMEnT
The strong economic growth of 8.4% experienced in the CARICOM Region in 2006 moderated
in 2007 to approximately 6%. This was largely because of a fall off in the level of construction,
which took place in 2006 in preparation for Cricket World Cup 2007. Investment also slowed.
Economic growth in the Eastern Caribbean Currency Union (ECCU) in 2007 was over 4 % but
was lower than the 6.22% generated in 2006. The primary reason for this was similar to what
is articulated above. In Antigua & Barbuda, the rate of economic growth declined from 12.4% to
6.9% due to a slow down in construction compared to the previous year.
Notwithstanding the lower rate of growth in the economy, the group performed well with
increased net profit and significant growth in its balance sheet. These are discussed in greater
details below.

FInAnCIAl REVIEW
Consolidated net income for the group amounted to $12.39 million.This represents an increase
of $1.46 million or 13.4 % compared to the previous fiscal. Total revenue increased by $5.69
million or 13.8 % due largely to the increase in income from loans and advances. Interest
expenses continue to be well controlled increasing by only 2.4%.
Operating expenses increased significantly by $7.96 million or 35%. Several factors contributed
to the increase. Firstly, some restructuring took place during the fiscal resulting in the elimination
of a number of jobs and the consequent severance payments of some $1.39 million. In terms
of salaries, a large portion of the increase of $0.743 million represented retroactive salary
adjustments. Secondly, provisions amounting to $3.54 million were made in respect of a number
of items, some of which related to the problematic banking software, which we abandoned half
way through the fiscal. This was essentially a cleanup exercise that was considered prudent at
this time. It should be noted that these items are being researched with a view to recovering
some portion over time.
There was significant expansion in the group’s balance sheet in that total assets grew by 13.5 %
or $93.3 million to $783.4 million. Loans, which remain the single major component, increased
by $22.5 million or 5.5% to $427.1 million, (2006: $404.5 million). Such a strong growth is a
reflection of our drive to solicit good new lending business in view of our highly liquid position.
This position allowed for the placement of funds with other select banks and which explains the
significant increase in this line item. Deposit liabilities, which are the major source of funding for
the above, grew by 17.1% or $92.9 million to $636 million (2006: $543 million) and accounted
for the highly liquid position experienced by the group during the fiscal.

C. D
DAVIDsOn
DAVID
sOn ChARlE
ChARlEs
ChAIRMAn
GlADsTOn JOsEPh
GeneraL manaGer
CONTINUING THE JOURNEY OF EXCELLENCE
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PERFORMAnCE AT A GlAnCE
Net Income for year was $12.4 million compared to $10.9
million representing growth of 13.4%.
nET InCOME

Assets grew by 13.5%, up from $690 million to $783 million.

AssET GROWTh

$783 Million

$12.4 Million

2007

$10.9 Million

$690 Million

2006

2007

Customer Deposits grew by $93 million or 9%.
DEPOsIT GROWTh

$543 Million

The loan portfolio grew by $23 million, up from $405 million
to $427 million
lOAns AnD ADVAnCEs

2007

$636 Million

2006

Earnings per Share increased from $2.91to $3.29.

$427 Million

$405 Million

$3.29
$2.91
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2006

2006

loans &
Advances
68%

Deposits with
other Banks and
Investments 19%

Other
Operating
Income
13%
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MAnAGEMEnT TEAM - AnTIGuA COMMERCIAl BAnk

From left to right: Jonathan Lindsay - manager, Customer relations & service Quality; Peter N. Ashe - manager, aCB mortgage & trust Co. Ltd.; Denise Armstrong assistant General manager; Austen Gittens - Chief internal auditor; Joyanne Byers-Cornelius - Audit Officer; Irvine Lee - manager, Corporate operations;
Alincia Williams-Grant - Legal Counsel/Corporate secretary; Gladston Joseph - General manager; Jennifer Hector - Customer Service Officer;
Arlene Edwards - manager, Private & Corporate Banking; Sidlow Frank - network administrator/Lan analyst
Absent from pictures: Fitzmaurice Christian - marketing and Pr executive; Geoffrey Simmons - Consumer Lending Officer;
Charles Xavier - human resource executive
CONTINUING THE JOURNEY OF EXCELLENCE
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AUDITED FINANCIAL
STATEMENTS

PriceWaterhouseCoopers
11 Old Parham Road
P.O.Box 1531
St. John’s
Antigua and Barbuda
Telephone (268) 462-3000
Facsimile (268) 462-1902

July 27, 2009

Independent Auditors’ Report
To the Shareholders of
Antigua Commercial Bank Ltd

We have audited the accompanying consolidated financial statements of Antigua Commercial Bank Ltd (the ‘Group’), which comprise the consolidated
balance sheet as at September 30, 2007, and the consolidated income statement, statement of changes in equity and cash flow statement for the year then ended,
and a summary of significant accounting policies and other explanatory notes.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance with International Financial Reporting Standards.
This responsibility includes: designing, implementing and maintaining internal control relevant to the preparation and fair presentation of financial statements that
are free from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates that
are reasonable in the circumstances.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit.We conducted our audit in accordance with International Standards on
Auditing. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial
statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures selected depend
on the auditors’ judgement, including the assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditors consider internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the Group as at September 30, 2007 and its
financial performance and its cash flows for the year then ended in accordance with International Financial Reporting Standards.

Chartered Accountants

PricewaterhouseCoopers refers to the East Caribbean firm of PricewaterhouseCoopers and the other member firms of PricewaterhouseCoopers International Limited, each of which
is a separate and independent legal entity. A full listing of the partners of the East Caribbean firm is available on request at the above address.
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AntIGuA CoMMerCIAL BAnk Ltd

Consolidated Balance Sheet
AS OF SepTeMbeR 30, 2007

(expressed in Eastern Caribbean dollars)

2007
$

restated
2006
$

Assets
Cash and balances with the Central bank (note 5)
Due from other banks (note 6)
Treasury bills (note 7)
Statutory deposit (note 8)
Loans and advances (note 9)
Other assets (note 10)
Investment securities (note 11)
Investment in joint venture entity (note 26)
Income tax recoverable (note 17)
property, plant and equipment (note 12)
pension asset (note 13)

47,179,520
109,197,670
44,997,630
3,217,143
427,101,468
9,786,237
99,049,476
–
–
38,802,058
4,149,776

31,620,273
56,123,458
42,319,442
2,905,170
404,559,775
11,397,096
96,611,286
259,126
1,850,664
38,260,824
4,232,871

total assets
t

783,480,978

690,139,985

Liabilities
Customers’ deposits (note 14)
Other liabilities and accrued expenses (note 15)
Due under repurchase agreements (note 19)
Long term liabilities (note 20)
Deferred tax liability (note 17)
Income tax payable (note 17)

636,055,014
12,540,882
2,519,673
28,952,500
5,715,033
366,284

543,114,185
12,661,185
17,374,034
29,107,500
2,915,911
–

total liabilities
t

686,149,386

605,172,815

shareholders’ equity
Share capital (note 21)
Statutory reserve (note 22)
Redemption reserve (note 23)
Other reserves (note 23)
Retained earnings (deficit)

5,000,000
9,564,707
–
66,514,452
16,252,433

5,000,000
8,826,973
7,784,662
66,018,208
(2,662,673)

total shareholders’ equity
t

97,331,592

84,967,170

783,480,978

690,139,985

total liabilities and shareholders’ equity
t

The notes on pages 27 to 66 are an integral part of these financial statements.
Approved for issue by the Board of directors on July 27, 2009

__________________________ Chairman

_________________________ Director

_________________________ Director
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Antigua Commercial Bank Ltd

Consolidated Statement of Income
For the year ended September 30, 2007
(expressed in Eastern Caribbean dollars)

2007
$

Restated
2006
$

48,013,805
12,998,126

41,818,284
12,591,153

61,011,931

54,409,437

11,635,979
9,710,724
1,738,549

10,713,562
10,074,389
1,752,067

23,085,252

22,540,018

Net interest income
Other operating income (note 24)

37,926,679
8,974,009

31,869,419
9,343,809

Total income

46,900,688

41,213,228

Operating expenses
General and administrative expenses (note 25)
Depreciation (notes 12)
Directors’ fees and expenses
Provision (recovery from) for loan impairment expense – net (note 9)
Provision for impairment of investment in joint venture (note 26)
Audit fees and expenses

24,164,998
3,295,094
1,055,750
864,606
663,935
423,000

18,508,342
2,990,369
684,000
(256,160)
259,126
322,500

30,467,383

22,508,177

Interest income
Income from loans and advances
Income from deposits with other banks and investments

Interest expense
Savings accounts
Time deposits and current accounts
Debenture stock

Share of loss of joint venture (note 26)
Operating income for the year
Taxation (note 17)
Current tax expense
Prior year under accrual
Deferred tax charge

Net income for the year
Earnings per share (note 27)

–

(1,504,935)

16,433,305

17,200,116

2,210,796
6,152
1,819,926

1,689,863
467,963
4,113,410

4,036,874

6,271,236

12,396,431

10,928,880

3.29

2.91

The notes on pages 27 to 66 are an integral part of these financial statements.
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Antigua Commercial Bank Ltd

Consolidated Statement of Cash Flows
For the year ended September 30, 2007
(expressed in Eastern Caribbean dollars)

2007
$

Restated
2006
$

16,433,305

17,200,116

3,295,094
(29,200)
663,935
864,606
83,095
–
(61,011,931)
23,085,252

2,990,369
37,227
259,126
(256,160)
56,153
1,504,935
(54,316,721)
22,540,018

Cash flows from operating activities before changes in operating 		
assets and liabilities

(16,615,844)

(9,984,937)

Increase in other receivables and other assets
Increase in loans and advances
Increase (decrease) in customer deposits
(Decrease) increase in other liabilities and accrued liabilities

(3,631,074)
(25,801,839)
95,371,050
(120,303)

(16,367,360)
(10,450,738)
(11,889,859)
3,710,171

49,201,990

(44,982,723)

–
(25,515,473)
62,576,283

(125,200)
(21,697,681)
50,523,089

Net cash flows from (used in) operating activities

86,262,800

(16,282,515)

Cash flows from investing activities
Redemption of investment securities
Proceeds from disposal of property, plant and equipment
Purchase of investment securities
Advances to joint venture
Purchase of property, plant & equipment

5,596,890
60,000
(4,503,792)
(404,809)
(3,867,128)

8,007,219
–
(1,731,592)
–
(1,188,676)

Net cash flows (used in) from investing activities

(3,118,839)

5,086,951

Cash flows financing activities
Redemption of repurchase agreements
Dividends paid
Decrease in long-term liabilities

(14,854,361)
(2,500,000)
(155,000)

(1,170,813)
–
(255,000)

Net cash flows used in financing activities

(17,509,361)

(1,425,813)

Net increase (decrease) in cash
Cash and cash equivalents, beginning of year

65,634,600
101,527,049

(12,621,377)
114,148,426

Cash and cash equivalents, end of year (note 28)

167,161,649

101,527,049

Cash flows from operating activities
Operating income for the year
Items not affecting cash
Depreciation
Gain on disposal of property, plant and equipment
	Provision for impairment on investment in joint venture
	Provision for (recovery from) loan loss impairment
Decrease in pension asset
Share of results of joint venture
Interest income
Interest expense

Cash flows from (used in) operating activities before interest and taxes
Taxes paid
Interest paid
Interest received

The notes on pages 27 to 66 are an integral part of these financial statements.
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–
8,132,595
–

–
–
694,378
8,826,973

–

5,000,000
–

–

–

–
–
–

5,000,000

Balance October 1, 2005 – as restated

Net income for the year – as restated

Reserve for loan impairment for regulatory
purposes (note 23)

Appreciation in market value of investment
securities (net of tax of $1,509,626)

Reversal of revaluation of property, plant and
equipment (net of tax $20,173)

Adjustment to pension reserve

Transfer to reserve fund – as restated

–

7,784,662

–

–

–

–

–

–

7,784,662

–

7,784,662

Redemption
reserve
$
General
reserve
$

26,723,105

–

–

–

–

–

–

26,723,105

–

26,723,105

The notes on pages 27 to 66 are an integral part of these financial statements.

Balance, September 30, 2006 – as restated

Prior period adjustment (note 31)

–

8,132,595

5,000,000

Balance, September 30, 2005

Statutory
reserve
$

Share
capital
$

7,461,949

–

–

–

–

–

–

7,461,949

–

7,461,949

Capital
reserve
$

13,435,330

–

–

–

–

5,664,223

–

7,771,107

–

7,771,107

Reserve for
loan loss
$

7,715,453

–

–

(47,070)

–

–

–

7,762,523

–

7,762,523

Revaluation
reserveproperty
$

6,449,500

–

–

–

3,610,628

–

–

2,838,872

–

2,838,872

Revaluation
reserveavailable
for sale
securities
$

4,232,871

–

(56,153)

–

–

–

–

4,289,024

–

4,289,024

Pension
reserve
$

(2,662,673)

(694,378)

56,153

67,243

–

(5,664,223)

10,928,880

(7,356,348)

(372,728)

(6,983,620)

Retained
earnings
(deficit)
$

84,967,170

–

–

20,173

3,610,628

–

10,928,880

70,407,489

(372,728)

70,780,217

Total
$
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737,734
–
9,564,707

–
–

5,000,000

Transfer to reserve fund

Transfer to retained earnings

–

–

–

–

–

–

–

–

26,723,105

General
reserve
$

– 26,723,105

(7,784,662)

–

–

–

–

–

–

–

7,784,662

Redemption
reserve
$

The notes on pages 27 to 66 are an integral part of these financial statements.

Balance, September 30, 2007

–

–

–

–

Appreciation in market value of investment
Securities (net of tax $999,369)

Adjustment to pension reserve

–

–

Reserve for loan loss (note 23)

–

–

–

Dividends

–

–

–

Net income for the year

Reversal of revaluation of property, plant and
equipment (net of tax $20,173)

8,826,973

5,000,000

Balance, September 30, 2006 – as restated

Statutory
reserve
$

Share
capital
$

7,461,949

–

–

–

–

–

–

–

–

7,461,949

Capital
reserve
$

11,613,921

–

–

–

–

–

(1,821,409)

–

–

13,435,330

Reserve for
loan loss
$

7,668,383

–

–

–

(47,070)

–

–

–

–

7,715,453

Revaluation
reserveproperty
$

–

–

(83,095)

–

–

–

–

–

4,232,871

Pension
reserve
$

8,897,318 4,149,776

–

–

–

–

2,447,818

–

–

–

6,449,500

Revaluation
reserveavailable
for sale
securities
$

16,252,433

7,784,662

(737,734)

83,095

67,243

–

1,821,409

(2,500,000)

12,396,431

(2,662,673)

Retained
earnings
(deficit)
$

97,331,592

–

–

–

20,173

2,447,818

–

(2,500,000)

12,396,431

84,967,170

Total
$
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1 Incorporation and principal activity
The Antigua Commercial Bank (the ‘Bank’) is a limited liability company incorporated on 19th October 1955 under caption 358 of the laws
of Antigua and Barbuda. The Bank is regulated by the Eastern Caribbean Central Bank (‘the ECCB’) in accordance with the Banking Act No.
14 of 2005 and the Eastern Caribbean Central Bank Act No. 10 of 1983. The Bank and its subsidiaries (the ‘Group’) offer a complete range of
commercial banking and related services.
The Group’s registered office is located at St. Mary’s and Thames Streets, St. John’s, Antigua.

2 Significant accounting policies
The principal accounting policies adopted in the preparation of the financial statements are set out below. These policies have been consistently
applied to all the years presented unless otherwise stated.
a) Basis of preparation
These consolidated financial statements are prepared in accordance with International Financial Reporting Standards and under the historical
cost convention, as modified by the revaluation of property and available-for-sale investment securities.
The preparation of financial statements in conformity with International Financial Reporting Standards requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period. Although these estimates are based on
management’s best knowledge of current events and actions, actual results may differ from those estimates. The areas involving a high degree of
judgement or complexity or areas where assumptions and estimates are significant to the financial statements are disclosed in note 4.
Standards, amendments and interpretations effective in 2007
IAS 39 (Amendment), The Fair Value Option (effective from 1 January 2006), changes the definition of financial instruments classified at fair value
through profit or loss and restricts the ability to designate financial instruments as part of this category. This amendments does not have a
significant impact on the Bank’s financial statements.
IFRIC 8, ‘Scope of IFRS 2’ (effective May 1, 2006), requires consideration of transactions involving the issuance of equity instruments, where the
identifiable consideration received is less than the fair value of the equity instruments issued in order to establish whether or not they fall within
the scope of IFRS 2. This interpretation does not have any impact on the Bank’s financial statements.
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2 Significant accounting policies… continued
a) Basis of preparation… continued
Standard, amendments and interpretations effective in 2007 but not relevant
The International Accounting Standards Board has issued the following standards and amendments to existing standards effective for annual
periods beginning or after January 1, 2006:
•
IAS 19 Amendment – Actuarial Gains and Losses, Group Plans and Disclosures (effective January 2006)
•
IAS 21 Amendment – Net Investment in Foreign Operations (effective January 2006)
•
IAS 39 Amendment – Cash Flow Hedge Accounting of Forecast Intragroup Transactions (effective January 2006)
•
IAS 39 and IFRS 4 Amendment – Financial Guarantee Contracts (effective January 2006)
•
IFRS 1 Amendment – First-time Adoption of International Financial Reporting Standards and IFRS 6 Amendment – Exploration for an
	Evaluation of Mineral Resources (effective January 2006).
•
IFRIC 4 – Determining whether an Arrangement contains a Lease (effective January 2006)
•
IFRIC 5 – Rights to Interest arising from Decommissioning, Restoration and Environmental Rehabilitation Funds (effective January 2006)
•
IFRIC 7 – Applying the Restatement Approach under IAS 29 (effective March 1, 2006)
•
IFRIC 9 – Reassessment of Embedded Derivative (effective June 2006)
•
IFRIC 10 – Interim Financial Reporting and Impairment (effective November 2006).
Standards, amendments and interpretations to existing standards that are not yet effective and have not been early adopted
The following standards, amendments and interpretations to existing standards have been published and are mandatory for the Group’s accounting
periods beginning on or after October 1, 2007 or later periods, but the Group has not early adopted them:
IFRS 7,‘Financial instruments: Disclosures’, and the complementary amendment to IAS 1,‘Presentation of financial statements – Capital disclosures’,
introduces new disclosures relating to financial instruments and does not have any impact on the classification and valuation of the Group’s
financial instruments.
Standards and interpretations to existing standards that are not yet effective and not relevant for the Group’s operations
The following interpretations to existing standards have been published and are mandatory for the Group’s accounting periods beginning on or
after October 1, 2007 or later periods but are not relevant for the Group’s operations:
•
•
•
•
•
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IAS 23 (Amendment), ‘Borrowing costs’ (effective from 1 January 2009)
IFRS 8, ‘Operating segments’ (effective from January 1, 2009)
IFRIC 12, ‘Service concession arrangements’ (effective from January 2008)
IFRIC 13, ‘Customer loyalty programmes’ (effective from 1 July 2008)
IFRIC 14,‘IAS 19 – The limit on a defined benefit asset, minimum funding requirements and their interaction’ (effective from 1 January 2008)
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2 Significant accounting policies… continued
b) Basis of consolidation
The consolidated financial statements include the accounts of the Bank and its subsidiaries, ACB Mortgage and Trust Company Limited and ACB
Investment Co. Limited. Subsidiaries are all entities over which the Bank has the power to govern the financial and operating policies generally
accompanying a shareholding of more than one half of the voting rights. The existence and effect of potential voting rights that are currently
exercisable or convertible are considered when assessing whether the Bank controls another entity. Subsidiaries are fully consolidated from the
date on which control is transferred to the Bank. They are de-consolidated from the date that control ceases.
Inter-company transactions and balances between group companies are eliminated.
c) Cash and cash equivalents
For the purpose of the cash flow statement, cash and cash equivalents consist of cash on hand, non-mandatory deposits with the ECCB and other
banks, treasury bills and other eligible bills, short-term funds and investments with original maturities of less than or equal to ninety days.
d) Financial assets
The Group classifies its financial assets in the following categories: loans and advances and available-for-sale financial assets. Management
determines the classification of its investments at initial recognition.
(i) Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. They
arise when the Group provides money, goods or services directly to a debtor with no intention of trading the receivable.
Loans originated by the Group by providing money directly to the borrower at draw down are also categorised as loans and receivables
and are recorded at fair value plus transaction costs. Loans and receivables are subsequently carried at amortised cost using the effective
interest method, less any provision for impairment. Expenses, such as legal fees, incurred in securing a loan are treated as part of the cost
of the transaction.
(ii) Available-for-sale financial assets
Available-for-sale investments are those intended to be held for an indefinite period of time, which may be sold in response to needs for
liquidity or changes in interest rates, exchange rates or equity prices.
Regular-way purchases and sales of financial assets are recognised on trade-date, the date on which the Bank commits to purchase or sell
the asset.
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2 Significant accounting policies… continued
(ii) Available-for-sale financial assets … continued
Financial assets are initially recognised at fair value plus transaction costs. Financial assets are derecognised when the rights to receive cash
flows from the financial assets have expired or where the Bank has transferred substantially all risks and rewards of ownership. Financial
liabilities are derecognised when they are extinguished – that is, when the obligation is discharged, cancelled or expires.
Available-for-sale financial assets are subsequently carried at fair value. Gains and losses arising from changes in the fair value of available-forsale financial assets are recognised directly in equity, until the financial asset is derecognised or impaired. At this time, the cumulative gain
or loss previously recognised in equity is recognised in profit or loss. However, interest calculated using the effective interest method and
foreign currency gains and losses on monetary assets classified as available for sale are recognised in the income statement. Dividends on
available-for-sale equity instruments are recognised in the income statement when the entity’s right to receive payment is established.
The fair values of quoted investments in active markets are based on current bid prices. If there is no active market for a financial asset, the
Group establishes fair value using valuation techniques or at cost if the asset is not impaired.
e) Impairment of financial assets
		
(i) Assets carried at amortised cost
The Group assesses at each balance sheet date whether there is objective evidence that a financial asset or group of financial assets is
impaired. A financial asset or a group of financial assets is impaired and impairment losses are incurred if, and only if, there is objective
evidence of impairment as a result of one or more events that occurred after the initial recognition of the asset (a ‘loss event’) and that
loss event (or events) has an impact on the estimated future cash flows of the financial asset or group of financial assets that can be reliably
estimated. Objective evidence that a financial asset or group of assets is impaired includes observable data that comes to the attention of
the Group about the following loss events:
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(i)

significant financial difficulty of the issuer or obligor;

(ii)

a breach of contract, such as a default or delinquency in interest or principal payments;

(iii)

the Group granting to the borrower, for economic or legal reasons relating to the borrower’s financial difficulty, a concession that
the lender would not otherwise consider;

(iv)

it becoming probable that the borrower will enter bankruptcy or other financial reorganisation;

(v)

the disappearance of an active market for that financial asset because of financial difficulties; or
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2 Significant accounting policies… continued
e) Impairment of financial assets… continued
		
(i)
Assets carried at amortised cost… continued
(vi) observable data indicating that there is a measurable decrease in the estimated future cash flows from a group of financial assets
since the initial recognition of those assets, although the decrease cannot yet be identified with the individual financial assets in the
group, including:
– adverse changes in the payment status of borrowers in the group; or
– national or local economic conditions that correlate with defaults on the assets in the group.
		
The Group first assesses whether objective evidence of impairment exists individually for financial assets that are individually significant,
and individually or collectively for financial assets that are not individually significant. If the Group determines that no objective evidence
of impairment exists for an individually assessed financial asset, whether significant or not, it includes the asset in a group of financial
assets with similar credit risk characteristics and collectively assesses them for impairment.
For the purposes of a collective evaluation of impairment, financial assets are grouped on the basis of similar credit risk characteristics
according to asset type and past due status. These characteristics are relevant to the estimation of future cash flows for groups of
such assets by being indicative of the debtors’ ability to pay all amounts due according to the contractual terms of the assets being
evaluated.
The evaluation of the impairment is based on the historical loss experience associated with each group of assets. The historical loss
experience is adjusted on the basis of current observable data to reflect the effects of current conditions that did not affect the period
on which the historical loss experience is based and to remove the effects of conditions in the historical data that do not exist currently.
In addition, a review of losses reported after the financial year and for which there was evidence of impairment during the financial year
are considered in the measurement of impairment.
If there is objective evidence that an impairment loss on loans and receivables carried at amortised cost has been incurred the amount
of the loss is measured as the difference between the asset’s carrying amount and the present value of estimated future cash flows
(excluding future credit losses that have not been incurred) discounted at the financial asset’s original effective interest rate. The
carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is recognised in the income
statement. If a loan has a variable interest rate, the discount rate for measuring any impairment loss is the current effective interest rate
determined under the contract. As a practical expedient, the Bank may measure impairment on the basis of an instrument’s fair value
using an observable market price.
The calculation of the present value of the estimated future cash flows of a collateralised financial asset reflects the cash flows that may
result from foreclosure less costs for obtaining and selling the collateral, whether or not foreclosure is probable.
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2 Significant accounting policies… continued
e) Impairment of financial assets… continued
		
(i)
Assets carried at amortised cost… continued
When a loan is uncollectible, it is written off against the related provision for loan impairment. Such loans are written off after all the
necessary procedures have been completed and the amount of the loss has been determined. Subsequent recoveries of amounts
previously written off decrease the amount of the provision for loan impairment in the statement of income.
Statutory and other regulatory loan loss reserve requirements that exceed these amounts are dealt with in reserves as an appropriation
of retained earnings.
If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event
occurring after the impairment was recognised (such as an improvement in the debtor’s credit rating), the previously recognised
impairment loss is reversed by adjusting the allowance account. The amount of the reversal is recognised in the statement of income in
impairment charge for credit losses.
(ii)

Assets classified as available-for-sale
The Group assesses at each balance sheet date whether there is objective evidence that a financial asset or a group of financial assets is
impaired. In the case of equity investments classified as available for sale, a significant or prolonged decline in the fair value of the security
below its cost is considered in determining whether the assets are impaired. If any such evidence exists for available-for-sale financial
assets, the cumulative loss - measured as the difference between the acquisition cost and the current fair value, less any impairment loss
on that financial asset previously recognised in profit or loss - is removed from equity and recognised in the income statement. Where
an available-for-sale security is unquoted, objective evidence of impairment is identified if there are significant financial difficulties of the
issuer and if there is a prolonged decline in the reported share value of the issuer when compared to the carrying value of the security
in the company’s financial statements. Impairment losses recognised in the income statement on equity instruments are not reversed
through the income statement. If, in a subsequent period, the fair value of a debt instrument classified as available for sale increases and
the increase can be objectively related to an event occurring after the impairment loss was recognised in profit or loss, the impairment
loss is reversed through the statement of income.

f) Provisions
Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events, it is probable that an outflow
of resources embodying economic benefits will be required to settle the obligation, and a reliable estimate of the amount of the obligation can
be made. Provisions are not recognised for future operational losses.
Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is determined by considering the
class of obligations as a whole. A provision is recognised even if the likelihood of an outflow with respect to any one item included in the same
class of obligations may be small.
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2 Significant accounting policies… continued
f) Provisions… continued
Provisions are measured at the present value of the expenditure expected to be required to settle the obligation using a pre-tax rate that reflects
current market assessments of the time value of money and the risks specific to the obligation. The increase in the provision due to passage of
time is recognised as interest expense.
g) Property, plant and equipment and depreciation
Property, plant and equipment are stated at historical cost or valuation, less accumulated depreciation. Depreciation is calculated on the straightline method at rates estimated to write down the cost or valuation of such assets to their residual values over their estimated useful lives at the
following annual rates:
	Buildings						
ATM buildings and building improvements		
Furniture and fixtures				
	Equipment					
Motor vehicles					
Computer hardware				
Computer software 				
Car park						

2.5%		
10%		
15%		
10%		
20%		
20%		
33.3%		
33.3%		

Subsequent costs are included in the asset’s carrying amount or are recognised as a separate asset, as appropriate, only when it is probable
that future economic benefits associated with the item will flow to the company and the cost of the item can be measured reliably. Repairs and
renewals are charged to the income statement when the expenditure is incurred.
The assets’ residual values and useful lives are reviewed and adjusted, if appropriate, at each balance sheet date.
Property, plant and equipment are periodically reviewed for impairment. When the carrying amount of an asset is greater than its estimated
recoverable amount, it is written down immediately to its recoverable amount.
Gains and losses on the disposal of property, plant and equipment are determined by reference to their carrying amount and are taken into
account in determining operating profit.
Revaluations of property are carried out every 3 – 5 years based on independent valuations.
h) Intangible assets
Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and bring to use the specific software. These
costs are amortised over their estimated useful lives of three years. The company’s intangible assets were put into use during the year, thus this
was reclassified as property, plant and equipment as at September 30, 2006.
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2 Significant accounting policies… continued
i) Current and deferred income tax
Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases of assets and liabilities
and their carrying amounts in the financial statements. Deferred income tax is determined using tax rates (and laws) that have been enacted or
substantially enacted by the balance sheet date and are expected to apply when the related deferred income tax asset is realised or the deferred
income tax liability is settled.
The principal temporary differences arise from the depreciation of property, plant and equipment, the regulatory loan loss reserve and the
revaluation of certain financial assets and liabilities.
Income tax payable on profits, based on the applicable tax law in each jurisdiction is recognised as an expense in the period in which profits
arise. Deferred tax assets are recognised to the extent that it is probable that future taxable profits will be available against which the temporary
differences can be utilised. The tax effects of income tax losses available for carry-forward are recognised as an asset when it is probable that
future taxable profits will be available against which these losses can be utilised.
Deferred tax related to fair value re-measurements of available-for-sale investments and property which are charged or credited directly to
equity, is also credited or charged directly to equity and is subsequently recognised in the income statement on disposal together with the
deferred gain or loss.
j) Dividends on ordinary shares
Dividends on ordinary shares are recognised in equity in the period in which they are approved by shareholders. Dividends for the year which
are approved after the balance sheet date are noted as a subsequent event (note 16).
k) Interest income and expense and revenue recognition
Interest income and expense for all interest-bearing financial instruments are measured at amortised cost using the effective interest method.
The effective interest method is a method of calculating the amortised cost of a financial asset or a financial liability and of allocating the interest
income or interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash payments
or receipts through the expected life of the financial instrument or, when appropriate, a shorter period to the net carrying amount of the financial
asset or financial liability. When calculating the effective interest rate, the Bank estimates cash flows considering all contractual terms of the
financial instrument (for example, prepayment options) but does not consider future credit losses.
The calculation includes all fees paid or received between parties to the contract that are an integral part of the effective interest rate, transaction
costs and all other premiums or discounts. Once a financial asset or a group of similar financial assets has been written down as a result of
an impairment loss, interest income is recognised using the rate of interest to discount the future cash flows for the purpose of measuring the
impairment loss.
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2 Significant accounting policies… continued
l) Fees and commissions income and revenue recognition
Fees and commissions are generally recognised on the accrual basis when the service has been provided. Loan origination fees for loans which
are probable of being drawn down, are deferred (together with related direct costs) and recognised as an adjustment to the effective yield on
the loan.
m) Foreign currency translation
Functional and presentation currency
Items included in the financial statements are measured using the currency of the primary economic environment in which the Group operates
(the “functional currency”). The consolidated financial statements are presented in Eastern Caribbean dollars, which is the Bank’s functional and
presentation currency.
Transactions and balances
Monetary assets and liabilities denominated in foreign currencies are translated into Eastern Caribbean dollars at the closing rates of exchange
prevailing at the balance sheet date. Foreign currency transactions are translated at the rates prevailing on the transaction dates. Foreign
exchange gains or losses arising from the settlement of such transactions and from the translation of monetary assets and liabilities denominated
in foreign currencies are recognised in the income statement.
n) Employee benefits
The Group operates a defined benefit pension scheme for all its eligible employees which commenced October 1, 1991. The assets of the plan
are held in a seven member trustee administered fund, established by the Bank with four of the trustees appointed by the Board of Directors,
and three appointed by the employees. The funds of the scheme are invested under the control of the trustees and may be used only for the
purposes of the scheme.
A defined benefit plan is a pension plan that defines an amount of pension benefit that an employee will receive on retirement, usually dependent
on one or more factors such as age, years of service and compensation. The pension benefit is based on the final salary of the employee.
An asset or liability recognised in the balance sheet in respect of defined benefit pension plans is the present value of the defined benefit
obligation at the balance sheet date less the fair value of plan assets, together with adjustments for unrecognised actuarial gains or losses and past
service costs. The defined benefit obligation is calculated by independent actuaries using the projected unit credit method. Under this method,
the cost of providing pensions is charged to the statement of income so as to spread the regular cost over the service lives of employees in
accordance with the advice of qualified actuaries who carry out a full valuation of the plan every three years.
The pension obligation is measured as the present value of the discounted estimated future cash outflows using interest rates of long-term
government bonds that are denominated in the currency in which the benefits will be paid, and which have terms to maturity approximating the
terms of the related liability.
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2 Significant accounting policies… continued
n) Employee benefits… continued
Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are charged or credited to income in the
period in which they arise, over the employees’ expected average remaining working lives, where these amounts represent an excess over the
10% corridor.
Past-service costs are recognised immediately in the income statement, unless the changes to the pension plan are conditional on the employees
remaining in service for a specified period of time (the vesting period). In this case, the past-service costs are amortised on a straight-line basis
over the vesting period.
The pension plan is funded by payments from employees and the Group, taking into account the recommendations of independent qualified actuaries.
o) Statutory cash deposits
Pursuant to the provisions of the Eastern Caribbean Central Bank Agreement Act 1983 and the Banking Act 2005, the Bank and its subsidiaries
are required to maintain with the Central Bank and the Accountant General respectively, non-interest bearing cash balances in relation to its
deposit liabilities excluding inter-bank deposits.
p) Joint ventures
The Group’s interest in the joint venture is accounted for by the equity method. Under the equity method the investment is initially recognised
at cost and the carrying amount is increased or decreased to recognise the venturer’s share of the profit or loss of the joint venture after the
date of acquisition.
q) Leases
Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as operating leases. Payments
made under operating leases are charged to the income statement on a straight-line basis over the period of the lease. All of the Group’s leases
at September 30, 2007 were classified as operating leases.
r) Repurchase agreements
Securities sold subject to repurchase agreements are included in the loans and receivables. These securities are not secured by collateral. The
counterparty liability is included in due under repurchase agreements and is recorded at fair value. The difference between sale and repurchase
price is treated as interest and accrued over the life of the agreements using the effective interest method.
s) Comparatives
Where necessary, comparative figures have been adjusted to conform with changes in presentation in the current year.
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3 Financial risk management
a) Strategy in using financial instruments
By its nature, the Group’s activities expose it to a variety of financial risks and those activities involve the analysis, evaluation, acceptance and
management of some degree of risk or combination of risks. Taking risk is core to the financial business, and the operational risks are an inevitable
consequence of being in business. The Group’s aim is therefore to achieve an appropriate balance between risk and return and minimise potential
adverse effects on the Bank’s financial performance.
The Group’s risk management policies are designed to identify and analyse these risks, to set appropriate risk limits and controls, and to monitor
the risks and adherence to limits by means of reliable and up-to-date information systems. The Group regularly reviews its risk management
policies and systems to reflect changes in markets, products and emerging best practice.
Risk management is carried out by the Group’s management under policies approved by the Board of Directors. Management identifies, evaluates
and hedges financial risks. The Board provides written principles for overall risk management, as well as written policies covering specific areas,
such as foreign exchange risk, interest rate risk and credit risk. The most important types of risk are credit risk, liquidity risk, market risk and
other operational risk. Market risk includes currency risk, interest rate and other price risk.
b) Credit risk
The Group takes on exposure to credit risk which is the risk that a counterparty will be unable to pay amounts in full when due. The Bank
structures the levels of credit risk it undertakes by placing limits on the amount of risk accepted in relation to one borrower, or groups of
borrowers and to geographical and industry segments. Such risks are monitored on a revolving basis and subject to an annual or more frequent
review. Limits on the level of credit risk by product, industry sector and by country are approved by management. Cash deposits with other banks
and short-term investments are placed with reputable regional and international financial institutions and Governments.
Exposure to credit risk is managed through regular analysis of the ability of borrowers and potential borrowers to meet interest and capital
repayment obligations and by changing these lending limits where appropriate. Exposure to credit risk is also managed in part by obtaining
collateral and corporate and personal guarantees.
Credit related commitments
Commitments to extend credit represent unused portions of authorizations to extend credit in the form of loans or overdraft facilities. With
respect to credit risk on commitments to extend credit, the Group is potentially exposed to loss. However, the likely amount of loss, though
not easy to quantify, is considerably less than the total unused commitments, since most commitments to extend credit are contingent upon
customers maintaining specific credit standards.While there is some credit risk associated with the remainder of commitments, the risk is viewed
as modest, since it results from the possibility of unused portions of authorised loans and advances being drawn by the customer and, second,
from these drawings subsequently not being repaid as due. The total outstanding contractual amount of commitments to extend credit may not
necessarily represent future cash requirements specifically in the case of advances, but usually tend to result in such, in the case of loans.
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3 Financial risk management… continued
b) Credit risk… continued
The Group monitors the term to maturity of credit commitments because long-term commitments generally have a greater degree of credit
risk than shorter term commitments.
Commercial letters of credit, which are written undertakings by the Group on behalf of a customer authorizing a third party to draw drafts on
the Bank up to a stipulated amount under specific terms and conditions are collateralised and therefore carry less risk than direct borrowing.
The Group’s exposure to credit risk is concentrated as detailed below. Antigua and Barbuda is the home country of the Group where the
predominant activity is commercial banking services.
As a major indigenous bank in Antigua and Barbuda, the Group accounts for a significant share of credit exposure to many sectors of the
economy. However, credit risk is spread over a diversity of personal and commercial customers.
Geographic sector risk concentrations within the customer loan portfolio are as follows:

Antigua and Barbuda

2007
$’000

2007
%

2006
$’000

2006
%

437,535

100

412,149

100

Economic sector risk concentrations with the customer loan portfolio were as follows:

Private individuals
Wholesale and retail
Other
Professional and other services
Government bodies
Manufacturing
Tourism
Agricultural
Total before deduction of allowance for loan impairment

2007
$’000

2007
%

2006
$’000

2006
%

194,304
66,766
92,853
28,030
21,045
19,237
10,875
4,425
437,535

44
16
21
7
5
4
2
1
100

182,962
58,122
90,015
26,439
18,539
19,087
12,367
4,618
412,149

44
14
22
7
4
5
3
1
100

c) Interest rate risk
The Group advances loans and receives deposits as a part of its normal course of business from both related and third parties.The interest rates
on loans generally reflect interest based on market rates. Investment securities and customer deposits generally attract fixed interest rates. The
Group mitigates its interest rate risk by matching the maturity periods of its assets and liabilities. The following table below outlines the Group’s
interest rate risk:

38

CONTINUING THE JOURNEY OF EXCELLENCE

Antigua Commercial Bank Annual Report 2007

Antigua Commercial Bank Ltd

Notes to Consolidated Financial Statements
September, 30, 2007

(expressed in Eastern Caribbean dollars)

3 Financial risk management… continued
c) Interest rate risk… continued

Loans and advances
Demand loans
Discount loans
Mortgage loans
Advances & Overdrafts
Other
Investment securities
Government treasury bills
Other securities
Customer deposits
Demand deposits
Savings deposits
Time deposits
Other – thrift, pension
Debenture stock

2007
$

2006
$

11.5%
7.5%
8.5% - 11.0%
11.0%
19.5%

11.5%
7.5%
8.5% - 11.0%
11.0%
19.5%

7.0%
6.5%

7.0%
6.5%

3.0%
3.0% - 3.5%
4.75% - 4.8%
6.0% - 6.5%
6.5%

3.0%
3.0% - 3.5%
4.8%
6.0% - 6.5%
6.5%

Cash flow interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate because of changes in market interest
rates. Fair value interest rate risk is the risk that the value of the financial instrument will fluctuate because of changes in market interest
rates. The Group takes on exposure to the effects of fluctuations in the prevailing levels of market interest rates on both its fair value and
cash flow risks.
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3 Financial risk management… continued
c) Interest rate risk… continued
The table below summarises the Group’s exposure to interest rate risks. It includes the Group’s financial instruments at carrying amounts
categorised by the earlier of contractual repricing or maturity dates.

Up to 1 year
$

1 – 5 years
$

Over 5 years
$

Non-interest
bearing
$

Total
$

70,241,242
95,127,556
44,997,630
7,243,010
–

4,000,000
58,822,299
–
16,039,977
–

–
273,151,613
–
43,771,923
–

85,353,091
–
–
31,994,566
9,786,237

159,594,333
427,101,468
44,997,630
99,049,476
9,786,237

217,609,438

78,862,276

316,923,536

127,133,894

740,529,144

434,760,253
–
–
–

88,104,756
1,470,553
28,952,500
2,519,673

–
–
–
–

113,190,005
11,070,329
–
–

636,055,014
12,540,882
28,952,500
2,519,673

434,760,253

121,047,482

–

124,260,334

680,068,069

(217,150,815)

(42,185,206)

316,923,536

Total financial assets

151,513,206

110,803,688

306,018,225

80,616,537

648,951,656

Total financial liabilities

386,504,917

127,418,144

–

96,333,844

610,256,905

(234,991,711)

(16,614,456)

306,018,225

As at September 30, 2007
Assets
Cash and statutory balances and due from other banks
Loans and advances
Treasury bills
Investment securities
Other assets
Total financial assets
Liabilities
Customer deposits
Other liabilities and accrued expenses
Long term liabilities
Due under repurchase agreements
Total financial liabilities
Total interest repricing gap

As at September 30, 2006

Total interest repricing gap

d) Currency risk
The Group takes on exposure to the effects of fluctuations in the prevailing foreign currency exchange rates on its financial position and cash
flows. Management sets limits on the level of exposure by currency and in total for both overnight and intra-day positions.
Substantially all of the Group’s transactions and assets and liabilities are denominated in Eastern Caribbean dollars or United States dollars.
Therefore, the Group has no significant exposure to currency risk.
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3 Financial risk management… continued
e) Liquidity risk
The Group is exposed to daily calls on its available cash resources from overnight deposits, current accounts and maturing deposits. Management
sets limits on the minimum proportion of maturing funds available to meet such calls and on the minimum level of inter-bank and other borrowing
facilities that should be in place to cover withdrawals at unexpected levels of demand.
The maturities of assets and liabilities and the ability to replace, at an acceptable cost, interest-bearing liabilities as they mature are important
factors in assessing the liquidity of the Group and its exposure to changes in interest rates and exchange rates.
The table below analyses assets and liabilities of the Group into relevant maturity groupings based on the remaining period at the balance sheet
date to the contractual maturity date:
Maturities of assets and liabilities, September 30, 2007

Assets
Cash and statutory balances and due from other banks
Treasury bills
Investment securities
Loans and advances
Other assets
Property, plant and equipment
Pension asset
Total assets
Liabilities
Income tax payable
Customer deposits
Other liabilities and accrued expenses
Long-term debenture liabilities
Due under repurchase agreements
Deferred tax liability
Total liabilities
Net liquidity gap, September 30, 2007

Up to 1
year
$

1-5 years
$

Over 5 years
$

Total
$

155,594,333
44,997,630
7,243,010
95,127,556
9,786,237
4,999,170
–

4,000,000
–
23,690,569
58,822,299
–
6,571,874
–

–
–
68,115,897
273,151,613
–
27,231,014
4,149,776

159,594,333
44,997,630
99,049,476
427,101,468
9,786,237
38,802,058
4,149,776

317,747,936

93,084,742

372,648,300

783,480,978

366,284
547,950,258
10,653,262
–
–
–

–
88,104,756
1,887,620
28,952,500
2,519,673
5,715,033

–
–
–
–
–
–

366,284
636,055,014
12,540,882
28,952,500
2,519,673
5,715,033

558,969,804

127,179,582

–

686,149,386

(241,221,868)

(34,094,840)

372,648,300

97,331,592
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3 Financial risk management… continued
e) Liquidity risk… continued
Up to 1
year
$

1-5 years
$

Over 5 years
$

Total
$

Total assets

211,559,760

105,611,125

372,969,100

690,139,985

Total liabilities

436,535,221

168,637,594

–

605,172,815

(224,975,461)

(63,026,469)

372,969,100

84,967,170

Maturities of assets and liabilities,
September 30, 2006

Net liquidity gap, September 30, 2006

The matching and controlled mismatching of the maturities and interest rates of assets and liabilities is fundamental to the management of the
Group. It is unusual for banks to be ever completely matched since business transacted is often of uncertain term and of different types. An
unmatched position potentially enhances profitability, but also increases the risk of losses.
The maturities of assets and liabilities and the ability to replace, at an acceptable cost, interest-bearing liabilities as they mature, are important
factors in assessing the liquidity of the Group and its exposure to changes in interest rates and exchange rates.
f) Fair value
Carrying value			

Financial assets
Cash and balances with the Central Bank
Treasury bills
Due from other banks
Statutory deposit
Loans and advances
Other assets
Investment securities
Investment in joint venture
Pension asset

42

Fair value

2007
$

2006
$

2007
$

2006
$

47,179,520
44,997,630
109,197,670
3,217,413
427,101,468
9,786,237
99,049,476
–
4,149,776

31,620,273
42,028,965
56,123,458
2,905,170
404,559,775
11,397,096
96,611,286
259,126
4,232,871

47,179,520
44,997,630
109,197,670
3,217,413
427,101,468
9,786,237
99,049,476
–
4,149,776

31,620,273
42,028,965
56,123,458
2,905,170
404,559,775
11,397,096
96,611,286
259,126
4,232,871

744,679,190

649,738,020

744,679,190

649,738,020
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3 Financial risk management… continued
Carrying value			

Financial liabilities
Customers’ deposits
Long term liabilities
Other liabilities
Due under repurchase agreements

Fair value

2007
$

2006
$

2007
$

2006
$

636,055,014
28,952,500
12,540,882
2,519,673

543,114,185
29,107,500
12,661,186
17,374,034

636,055,014
28,952,500
12,540,882
2,519,673

543,114,185
29,107,500
12,661,186
17,374,034

680,068,069

602,256,905

680,068,069

602,256,905

The following methods and assumptions have been used to estimate the fair value of each class of financial instruments for which it is practical
to estimate a value:
• Short-term financial assets and liabilities
The carrying value of these assets and liabilities is a reasonable estimate of their fair value because of the short maturity of these instruments.
Short-term financial assets are comprised of cash resources and short term investments, fixed deposits, interest receivable, and other assets.
Short-term financial liabilities are comprised of demand deposits, interest payable and certain other liabilities.
• Loans and advances
These assets result from transactions conducted in the normal course of business and their values are not adversely affected by unusual terms.
The inherent rates of interest in the portfolio approximate market conditions.
• Customers’ deposits
The fair value of items with no stated maturity is assumed to be equal to their carrying values. Deposits with fixed rate characteristics are
at rates which are not significantly different from current rates and are assumed to have discounted cash flow values which approximate
carrying values.
• Investment securities
Fair value is based on quoted market values. Where fair values are not available for equity investments that are not quoted in an active
market, fair value has been assumed to approximate to cost. This basis is reasonable where there is no objective evidence of impairment
of the securities. Where these securities are impaired fair value of equity investments is determined by management using an appropriate
valuation method.
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3 Financial risk management… continued
• Investment in joint venture and subsidiaries
The estimated fair value of investments not quoted in an active market and for which reliable estimates of fair value are not available is assumed
to approximate cost less impairment, if any.
• Pension
The estimated fair value of the pension asset is based on discounted cash flows.

4 Critical accounting estimates and judgements in applying accounting policies and key sources of estimation uncertainty
The Group makes estimates and assumptions that affect the reported amounts of assets and liabilities within the next financial year. Estimates
and judgements are continually evaluated and based on historical experience and other factors, including expectations of future events that are
believed to be reasonable under the circumstances.
(a) Impairment losses on loans and advances
The Group reviews its loan portfolios to assess impairment on a quarterly basis. In determining whether an impairment loss should be recorded
in the income statement, the Group makes judgements as to whether there is any observable data indicating that there is a measurable decrease
in the estimated future cash flows from a portfolio of loans before the decrease can be identified with an individual loan in that portfolio. This
evidence may include observable data indicating that there has been an adverse change in the payment status of borrowers in a group, or national
or local economic conditions that correlate with defaults on assets in the group. Management uses estimates based on historical loss experience
for assets with credit risk characteristics and objective evidence of impairment similar to those in the portfolio when scheduling its future cash
flows. The methodology and assumptions used for estimating both the amount and timing of future cash flows are reviewed regularly to reduce
any differences between loss estimates and actual loss experience
To the extent that the net present value of estimated cash flows differs by +/-10%, the provision would be estimated $1,352,148 lower or
$2,637,197 higher.
(b) Impairment of available-for-sale equity investments
The Group determines that available-for-sale equity investments are impaired when there has been a significant or prolonged decline in the fair
value below its cost. This determination of what is significant or prolonged requires judgement. In making this judgement, the Group evaluates
among other factors, the normal volatility in share price. In addition, impairment may be appropriate when there is evidence of a deterioration
in the financial health of the investee, industry and sector performance, changes in technology, and operational and financing cash flows. There
were no such declines in fair value below costs noted at the year end.
(c) Estimate of pension benefits
The present value of the pension obligations depends on a number of factors that are determined on an actuarial basis using a number
of assumptions. The assumptions used in determining the net cost (income) for pensions include the discount rate. Any changes in these
assumptions will impact the carrying amount of pension obligations.
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4 Critical accounting estimates and judgements in applying accounting policies and key sources of estimation
uncertainty… continued
(c) Estimate of pension benefits… continued
The Group determines the appropriate discount rate at the end of each year. This is the interest rate that should be used to determine the
present value of estimated future cash outflows expected to be required to settle the pension obligations. In determining the appropriate
discount rate, the company considers the interest rates of corporate bonds that are denominated in the currency in which the benefits will be
paid, and that have terms to maturity approximating the terms of the related pension liability.
Other key assumptions for pension obligations are based in part on current market conditions. Additional information is disclosed in note 13.
Where the actual discount rate to differ by +/- 10% from management’s estimate, the impact on the pension cost would be $70,569 lower
or higher.
(d) Estimate of income taxes
The Group is subject to income taxes in Antigua and Barbuda. Judgement is required in determining the provision for income taxes. There are
some transactions and calculations for which the ultimate tax determination is uncertain during the ordinary course of business. The Group
recognises liabilities for anticipated tax audit issues based on estimates of whether additional taxes will be due. Were the final tax outcome of
these matters is different from the amounts that were initially recorded, such differences will impact the income tax provisions in the period in
which such determination is made. Were the actual final outcome to differ by +/-10% from management’s estimates, the impact on the current
income tax provision would be estimated $228,973 lower or higher.
5 Cash and balances with the Central Bank
2007
$

2006
$

Cash on hand
Balances with the ECCB other than mandatory reserve deposits

4,669,465
11,820,400

3,028,169
2,832,409

Included in cash and cash equivalents (note 28)

16,489,865

5,860,578

Mandatory reserve deposits

30,689,655

25,759,695

Total cash and balances with the Central Bank

47,179,520

31,620,273

Commercial banks doing banking business in member states of the Organization of the Eastern Caribbean States are required to maintain a noninterest bearing reserve with the ECCB equivalent to 6% of their total deposit liabilities (excluding inter-bank deposits and foreign currencies).
This reserve deposit is not available for use in the Bank’s day-to-day operations, and is non-interest bearing.
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6 Due from other banks
2007
$

2006
$

33,537,054
70,930,537
4,329,993

10,441,058
39,219,435
6,099,278

108,797,584

55,759,771

400,086

363,687

109,197,670

56,123,458

Nominal Value
2007
$

Cost
2007
$

Nominal Value
2006
$

Cost
2006
$

Treasury bills at amortised cost – OECS
Governments with maturity dates from October
2007 to November 2007 and interest rates ranging
from 6.44% to 9.75%

41,500,000

41,874,200

40,500,000

39,906,700

Included in cash and cash equivalents (note 28)

41,500,000

41,874,200

40,500,000

39,906,700

–

3,123,430

–

2,412,742

41,500,000

44,997,630

40,500,000

42,319,442

Operating accounts with other banks
Term deposits with other banks
Items in the course of collection from other banks
Included in cash and cash equivalents (note 28)
Interest receivable
Total due from other banks

7 Treasury bills

Interest receivable
Total treasury bills

Government of Antigua and Barbuda bonds totalling $3,936,604 (2006: $3,936,604) have been hypothecated to obtain general credit facilities
from the ECCB.
8 Statutory deposit

Statutory reserve deposit with the Government of
Antigua and Barbuda

2007
$

2006
$

3,217,143

2,905,170

A subsidiary company has placed a statutory deposit with the Government of Antigua and Barbuda equivalent to 2½% of its deposit liabilities.
The statutory reserve deposit is a statutory requirement as per section 17(a) of the Financial Institutions (Non-Banking) Act, 1985.
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9 Loans and advances
2007
$

2006
$

184,854,184
163,965,335
70,534,108
7,361,263
7,419,453
2,178,145
1,223,039

177,405,276
148,901,456
69,610,643
8,869,900
3,864,729
2,290,861
1,206,354

437,535,527

412,149,219

Deferred loan origination fees
Interest receivable
Allowance for loan impairment

(1,047,748)
12,256,773
(21,643,084)

(533,525)
14,138,090
(21,194,009)

Total loans and advances

427,101,468

404,559,775

Allowance for loan impairment
The movement in allowance for loan impairment is as follows:
Balance, beginning of year
Provision for loan impairment
Loan recoveries
Write-off of loan balances

21,194,009
981,731
(117,125)
(415,531)

25,465,557
125,431
(381,591)
(4,015,388)

Balance, end of year

21,643,084

21,194,009

Business loans
Mortgage loans
Personal loans
Staff loans
Bridging loans
Directors loans
Credit card advances

According to the ECCB loan provisioning guidelines, the calculated allowance for loan impairment amounts to $22,336,905 (2006: $27,170,079)
and the difference between this figure and the loan loss provision calculated under IAS 39 has been set aside as a specific reserve in equity. The
carrying value of impaired loans at the year end was $23,004,336 (2006: $25,224,322). Interest receivable on loans not recognized for regulatory
purposes amounted to $9,697,062 (2006: $6,640,261), and is included in the reserve.
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10 Other assets

Bills receivable
Miscellaneous receivables
Prepayments

Less provision for impairment of bills receivable
Total other assets

2007
$

2006
$

9,871,474
1,513,025
601,292

9,069,947
3,561,977
205,609

11,985,791

12,837,533

(2,199,554)

(1,440,437)

9,786,237

11,397,096

During the year $759,117 (2006: $1,440,437) was recorded as impairment of bills receivables in the general and administrative expenses.
11 Investment securities
2007
$

2006
$

8,843,333
6,397,401

8,843,333
5,326,402

Total available-for-sale: unquoted

15,240,734

14,169,735

Available-for-sale: unquoted
Equity securities (EC$)

15,630,939

11,458,850

Total available-for-sale: quoted

15,630,939

11,458,850

Loans and receivables
Government securities
Corporate securities

9,998,637
59,834,013

10,410,860
62,310,789

Total loans and receivables

69,832,650

72,721,649

100,704,323

98,350,234

(2,835,000)
(2,251,800)

(2,835,000)
(2,251,800)

(5,086,800)

(5,086,800)

95,617,523

93,263,434

3,431,953

3,347,852

99,049,476

96,611,286

Available-for-sale: unquoted
Equity Securities (US$)
Equity Securities (EC$)

Provision for impairment – available-for-sale: unquoted
Provision for impairment – loans and receivables

Interest receivable
Total investment securities
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11 Investment securities… continued
The movement in investment securities may be summarised as follows:
2007
$

2006
$

Available-for-sale
Beginning of year
Additions
Disposals (sale and redemption)
Gains transferred to equity

22,793,585
1,795,901
–
3,447,187

22,458,133
615,199
(5,400,000)
5,120,253

End of year

28,036,673

22,793,585

Loans and receivables
Beginning of year
Additions
Disposals (sale and redemption)

70,469,849
2,707,891
(5,596,890)

71,960,674
1,116,393
(2,607,218)

End of year

67,580,850

70,469,849

All available-for-sale securities are non-current.

All loans and receivables securities are non-current.
There are no losses from disposal of investment securities.
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10,843,320
–

10,843,320

At September 30, 2006
Cost or valuation
Accumulated depreciation

Net book amount
23,726,270

25,800,911
(2,074,641)

23,726,270

1,156,798

4,845,314
(3,688,516)

1,156,798

1,087,976

6,784,004
(5,696,028)

1,087,976

80,801

739,994
(659,193)

80,801

334,674

8,062,154
(7,727,480)

334,674

998,594

3,826,469
(2,827,875)

998,594

32,391

160,615
(128,224)

32,391

38,260,824

61,062,781
(22,801,957)

38,260,824

117,207
(2,990,369)

–
(4,679)
–
(1,059,315)

116,415
(337,478)

–
(104,217)

–
(335,224)

792
(490,790)

–
(658,666)

–
–

10,843,320

39,076,414
1,188,676
1,023,330
(154,434)

39,076,414

59,005,209
(19,928,795)

Total
$

37,070
–
–
–

37,070

160,615
(123,545)

Car Park
$

115,364
919,215
1,023,330
–

115,364

1,883,924
(1,768,560)

Computer
software
$

508,780
163,372
–
(116,415)

508,780

7,898,782
(7,390,002)

Computer
hardware
$

185,018
–
–
–

185,018

739,994
(554,976)

Motor
vehicles
$

1,333,019
90,181
–
–

1,333,019

6,810,238
(5,477,219)

Equipment
$

1,668,907
15,908
–
(38,019)

1,668,907

4,867,425
(3,198,518)

Furniture
and
fixtures
$

24,384,936
–
–
–

24,384,936

25,800,911
(1,415,975)

ATM
buildings &
building
improvements
$

10,843,320
–
–
–

10,843,320

10,843,320
–

Land
$

Closing net book amount

Year ended September 30, 2006
Opening net book amount
Additions
Transfer from intangible asset
Disposal
Accumulated depreciation disposals
Depreciation charge

Net book amount

At September 30, 2005
Cost or valuation
Accumulated depreciation

12 Property, plant and equipment
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10,843,320
–

10,843,320

At September 30, 2007
Cost or valuation
Accumulated depreciation

Net book amount
23,094,969

25,828,559
(2,733,590)
759,970

4,853,599
(4,093,629)

759,970

960,103

6,969,219
(6,009,116)

960,103

–
–
23,094,969

4,185
(317,273)

–
(405,113)

–
(658,949)

10,843,320
–
–

10,843,320

1,087,976
189,400
(4,185)

1,156,798
8,285
–

23,726,270
27,648
–

Land
$

Closing net book amount

Year ended
September 30, 2007
Opening net book amount
Additions
Disposal
Accumulated depreciation
- disposals
Depreciation charge

Equipment
$

Furniture
and
fixtures
$

ATM
buildings &
building
improvements
$

12 Property, plant and equipment… continued

296,781

761,117
(464,336)

296,781

287,239
(92,382)

80,801
339,162
(318,039)

Motor
vehicles
$

750,463

7,360,362
(6,609,899)

750,463

1,423,675
(306,094)

334,674
721,883
(1,423,675)

Computer
hardware
$

2,068,740

5,544,656
(3,475,916)

2,068,740

862,563
(1,510,604)

998,594
2,580,750
(862,563)

Computer
software
$

27,712

160,615
(132,903)

27,712

–
(4,679)

32,391
–
–

Car Park
$

38,802,058

62,321,447
(23,519,389)

38,802,058

2,577,662
(3,295,094)

38,260,824
3,867,128
(2,608,462)

Total
$
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12 Property, plant and equipment… continued
As of September 30, 2005, all of the Bank’s land and buildings and improvements of the parent company were revalued based on the appraisal
made on September 30, 2004 by an independent firm of appraisers. Valuations were made on the basis of comparative recent market transactions
on arm’s length terms. The revaluation surplus net of applicable deferred income taxes was credited to ‘other reserves’ in shareholder’s equity
(note 23).
The following is the historical cost carrying amount of land and buildings carried at revalued amounts as of September 30, 2007.
Land
$
Cost
Accumulated depreciation
Net book values

2,291,500
–
2,291,500

Building
$
18,545,873
(5,604,667)
12,941,206

Total
$
20,837,373
(5,604,667)
15,232,706

13 Pension asset
The Group contributes to a defined benefit pension scheme (the ‘Plan’) covering substantially all full-time employees. The assets of the Plan
are held separately in independent trust administered funds. The Plan is valued every three years by an independent qualified actuary, Derek
M. Osborne, FSA (Nassau, Bahamas). The latest available valuation was at September 30, 2005 using the projected unit credit method, and
showed that the fair value of the Fund’s assets of $12,664,200 represented 158% of the benefits that had accrued to members as at that date.
At September 30, 2005, the actuarial valuation showed that the Plan was adequately funded with assets exceeding the projected plan benefits by
17%, and a recommended contribution rate by the Group, for the next three years, of 6.80% of pensionable salaries.
2007
$

2006
$

(9,416,884)
13,943,780

(8,821,099)
13,431,090

4,526,896

4,609,991

Unrecognised actuarial gains losses

(377,120)

(377,120)

Net asset recognised in balance sheet

4,149,776

4,232,871

The amounts recognised in the balance sheet are as follows:
Present value of funded obligations
Fair value of plan assets
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13 Pension asset … continued
The movement in the defined benefit obligation over the year is as follows:
2007
$

2006
$

Beginning of year
Current service cost
Contributions by plan participants
Interest cost
Benefits paid

8,821,099
477,140
293,868
705,688
(880,911)

7,998,056
463,243
268,454
639,844
(548,498)

End of year

9,416,884

8,821,099

The movement in the fair value of plan assets of the year is as follows:
2007
$

2006
$

Beginning of year
Expected return on plan assets
Employer contributions
Employee contributions
Benefits paid

13,431,090
805,865
293,868
293,868
(880,911)

12,664,200
759,852
277,768
277,768
(548,498)

End of year

13,943,780

13,431,090

The movement in the fair value of plan assets of the year is as follows:

Debt securities
Equity securities
Property

2007
$

2006
$

62%
14%
23%

62%
14%
23%

The pension plan assets include ordinary shares issued by Antigua Commercial Bank with a value of $25,200 (2006: $25,200). Plan assets include
deposits held with the Group with a fair value of $891,895 (2006: $967,819). The actual return on the pension plan assets is 6.8%.
Amounts for the current period and previous three periods are as follows:
2007
$
Defined benefit obligation
Plan assets
Surplus

2006
$

2005
$

2004
$

(9,416,884)
13,943,780

(8,821,099)
13,431,090

(7,998,056)
12,664,200

(7,837,784)
12,191,672

4,526,896

4,609,991

4,666,144

4,353,888
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13 Pension asset … continued
The amounts recognised in the income statement are as follows:

Current service cost
Interest on defined benefit obligation
Expected return on plan assets
Total expense included in salary costs

2007
$
477,140
705,688
(805,865)

2006
$
463,243
639,844
(759,852)

376,963

343,235

Assumptions used in determining the present value of the obligation were as follows:
2007
%
8.0
6.0
1.8- 8.6
0.0
–

Discount rate at end of year
Expected return on plan assets at end of year
Future promotional salary increases
Future pension increases
Future changes in Social Security ceiling

2006
%
8.0
6.0
1.8- 8.6
0.0
–

Contributions to the pension scheme for the year ended September 30, 2007 amounted to $293,868, being Antigua Commercial Bank: $261,625;
ACB Mortgage & Trust: $32,243 (2006: $287,082 – Antigua Commercial Bank, $257,080:ACB Mortgage & Trust, $30,002).The Bank’s contributions
are adjusted according to the actuary’s recommendations. Estimated contributions paid to the plan for the subsequent period amounted to
$261,624.
14 Customers’ deposits

2007
$

2006
$

168,917,591
272,582,981
159,044,801
30,863,505

100,052,259
261,462,373
151,496,182
23,027,014

631,408,878

536,037,828

4,646,136

7,076,357

Total customers’ deposits

636,055,014

543,114,185

Current

547,950,258

462,177,575

88,104,756

80,936,610

636,055,014

543,114,185

Current accounts
Savings accounts
Time deposits
Other Deposits

Interest payable

Non-current
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15 Other liabilities and accrued expenses
2007
$

2006
$

5,921,927
3,542,974
1,470,553
893,123
485,837
120,501
105,967
–
–

6,251,698
3,396,235
1,022,188
893,123
633,939
183,785
128,620
95,054
56,543

Total other liabilities and accrued expenses

12,540,882

12,661,185

Current

10,653,262

11,638,997

1,887,620

1,022,188

12,540,882

12,661,185

Accounts payable and accrued expenses
Manager’s cheques
Escrow accounts
Unclaimed dividends and dividends payable
Other sundry payables
Credit life insurance payable
Statutory deductions payable
Bills payable
Severance accruals

Non-current

16 Dividends
The dividend proposed in respect of the 2007 financial year end is 40% of paid up capital or EC$2,000,000 (2006: 40% or EC$2,000,000).
The financial statements for the year ended September 30, 2007 do not reflect this proposed dividend which, if ratified, will be accounted for in
equity as an appropriation of retained earnings in the year ended September 30, 2009. A dividend of $2,500,000 in respect of the 2005 financial
year was paid in 2007. An interim dividend of 25% in respect of the 2007 financial year was declared and paid in December 2008.
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17 Taxation
2007
$
Income tax recoverable
Income tax recoverable, beginning of year
Payments made during year
Current tax expense
Prior year under accrual
Income tax (payable) recoverable, end of year

1,850,664
–
(2,210,796)
(6,152)
(366,284)

2006
$

3,883,291
125,199
(1,689,863)
(467,963)
1,850,664

Income tax expense
Operating income for the year

16,933,305

18,110,913

Income tax expense at statutory rate
Untaxed interest income
Effect of other permanent differences
Non-deductible expenses
Deferred tax movement in equity
Adjustment to accumulated tax losses
Prior years’ under accrual

4,661,889
(1,123,356)
45,797
2,350
20,173
423,869
6,152

5,027,816
(1,075,818)
544,395
–
20,173
–
1,754,670

4,036,874

6,271,236

Actual income tax expense

The effective tax rate for Antigua Commercial Bank is 27.5% and for ACB Mortgage and Trust is 20%.
2007
$

2006
$

Deferred tax liability
Balance, beginning of year
Reclassification from deferred tax asset
Charge for the year
Movement on revaluation of available for sale securities
Movement on revaluation of buildings

2,915,911
–
1,819,926
999,369
(20,173)

161,821
(2,848,772)
4,113,409
1,509,626
(20,173)

Balance, end of year

5,715,033

2,915,911

2007
$

2006
$

The components of the deferred tax liability are as follows:

Tax losses
Accelerated (decelerated) capital allowances
Revaluation of buildings
Pension asset
Deferred tax on revaluation of available-for-sale securities
Statutory loan loss reserve
Balance, end of year
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(929,956)
(1,764,762)
161,384
1,244,933
3,667,298
3,336,136

(3,091,681)
(1,999,319)
181,557
1,269,861
2,667,929
3,887,564

5,715,033

2,915,911
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17 Taxation… continued
The Group has incurred income tax losses in 2003 with a remaining balance amounting to $2,896,734 which may be carried forward and applied
to reduce taxable income up to the period ended September 30, 2009 by an amount not exceeding one half of the taxable income in any one
year of assessment prior to the expiration of the losses.
The income tax recoverable does not represent agreed amounts due from the Tax Authority. The amount is reflective of the Group’s position
concerning its tax balance with the Inland Revenue on the basis of its records. However, as tax returns for years of assessment 1999 to the
present have not been finalised with the IRD, there is uncertainty as to the eventual recoverability of the amount.
18 Related party transactions
The volumes of related party transactions, outstanding balances at the year end and related expenses and income for the year are as follows:

Loans to Directors and key members of management
Loans outstanding at beginning of year
Loans issued during the year
Loans repayments during the year
Loans outstanding at end of year

2007
$

2006
$

5,173,247
312,485
(3,053,967)

5,478,803
383,000
(688,556)

2,431,765

5,173,247

No provisions have been recognised in respect of loans given to related parties (2006: nil).
Interest income earned on directors’ loans and advances during the year is $309,883 (2006: $475,971). The average interest rate on directors’
loans is 9% (2006: 10%) and these are granted on an arms length basis.

Deposits by Directors and key members of management
Deposits at beginning of year
Deposits received during the year
Deposits repaid (reclassified) during the year
Deposits at end of year

2007
$

2006
$

5,373,589
3,412,069
(6,409,861)

4,798,575
3,387,994
(2,812,980)

2,375,797

5,373,589

Interest expense paid on directors’ deposits during the year is $98,514 (2006: $187,803). The average interest rate on directors’ deposits is 2%
(2006: 2%) and these are accepted on an arms length basis.
Remuneration of key members of management
During the year, salaries and related benefits were paid to key members of management allocated as follows:

Salaries and wages
Other staff costs
Pension costs

2007
$

2006
$

632,989
187,133
16,219

693,058
227,933
19,520

836,341

940,511
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19 Due under repurchase agreements
2007
$

2006
$

Antigua Pier Group Series A bonds

1,979,673

16,294,034

Antigua Pier Group Series B bonds

540,000

1,080,000

2,519,673

17,374,034

Total due under repurchase agreements

The repurchase agreements indicate that the Group agrees to transfer APG Bonds to the buyer and simultaneously agrees with the buyer to
repurchase said securities at a determined date. In all of the above cases the repurchase price was equivalent to the face value.
20 Long-term liabilities
2007
$

2006
$

28,952,500

29,362,500

Issued and fully paid:
Debenture stock at beginning of year
Debenture stock sold
Debenture stock redeemed

29,107,500
–
(155,000)

29,362,500
–
(255,000)

Debenture stock at end of year

28,952,500

29,107,500

Debenture stocks
Authorised:
Debenture stock
Debenture stock:

Housing bonds accrue interest from 7% - 8.5% and mature in 2006. Debenture stock accrue interest from 5.5% - 7% and mature from March 31,
2009 to April 1, 2010.
2007
$

2006
$

Debenture stock 7th issue at 7% p.a. maturing on March 31, 2009

5,117,500

5,122,500

Debenture stock 8th issue at 6% p.a. maturing on March 31, 2009

9,725,000

9,875,000

Debenture stock 9th issue at 6% p.a. maturing on September 30, 2009

4,930,000

4,930,000

Debenture stock 10th issue at 5.5% p.a. maturing on March 31, 2010

9,180,000

9,180,000

28,952,500

29,107,500

Debenture stocks:

Total long-term liabilities
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21 Share capital
2007
$

2006
$

Authorised share capital
3,762,500 shares at nil par value

5,000,000

5,000,000

Issued and fully paid
12,500 shares of no par value (originally issued at $100 per share)
3,750,000 shares of no par value (originally issued at $1 per share)

1,250,000
3,750,000

1,250,000
3,750,000

5,000,000

5,000,000

2007
$

2006
$

Balance at beginning of year
Increase in reserves for statutory purposes during the year

8,826,973
737,734

8,100,436
726,537

Balance at end of year

9,564,707

8,826,973

22 Statutory reserve

Section 14 (1) of the Antigua and Barbuda Banking Act of 2005 provides that not less than 20% of each year’s net earnings shall be set aside to a
reserve fund whenever the fund is less than the paid-up capital of the Bank. This section also applies to the subsidiary company.
23 Other reserves
2007
$

2006
$

General reserve
Regulatory reserve for loan impairment
Revaluation reserve - property
Capital reserve
Revaluation reserve – available for sale securities
Pension reserve

26,723,105
11,613,921
7,668,383
7,461,949
8,897,318
4,149,776

26,723,105
13,435,330
7,715,453
7,461,949
6,449,500
4,232,871

Total other reserves

66,514,452

66,018,208
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23 Other reserves… continued
2007
$
Redemption reserve

–

2006
$
7,784,662

Regulatory reserve for loan impairment
Balance at the beginning of the year
(Decrease) increase in reserves for regulatory purposes

13,435,330
(1,821,409)

7,771,107
5,664,223

Balance at the end of year

11,613,921

13,435,330

Revaluation reserve for available-for-sale securities
Balance at the beginning of the year
Gains from changes in fair value
Less: deferred income taxes

6,449,500
3,447,187
(999,369)

2,838,872
5,120,254
(1,509,626)

Balance at end of the year

8,897,318

6,449,500

Revaluation reserves - property
Balance at the beginning of the year
Reversal of revaluation released through depreciation
Less: deferred income taxes

7,715,453
(26,897)
(20,173)

7,762,523
(26,897)
(20,173)

Balance at end of year

7,668,383

7,715,453

An independent valuation of land and buildings was conducted in 2005 (note 12).
2007
$

2006
$

Pension reserve
Balance at beginning of year
Adjustment to pension reserve

4,232,871
(83,095)

4,289,024
(56,153)

Balance at end of year

4,149,776

4,232,871

General reserve
At the discretion of the Board of Directors, amounts are periodically appropriated from net income to general reserve for general purposes and
for possible future loan losses.
Capital reserve
Included in this balance is an amount of $6,171,428 recorded in the prior years for share premium recognised.
Pension reserve
The Board of Directors has decided to appropriate annually out of net income the amounts necessary to maintain a pension reserve equivalent
to the pension asset.
Revaluation reserve – property
This represents the increase in property, plant and equipment’s carrying amount as a result of revaluation.
Revaluation reserve – available for sale securities
Certain available-for-sale securities are stated at market value with the unrealized gains (losses) reflected in equity until realized.

60

CONTINUING THE JOURNEY OF EXCELLENCE

Antigua Commercial Bank Annual Report 2007

Antigua Commercial Bank Ltd

Notes to Consolidated Financial Statements
September, 30, 2007

(expressed in Eastern Caribbean dollars)

23 Other reserves… continued
Loan loss reserve
The reserve represents the additional provision required by the Eastern Caribbean Central Bank prudential guidelines as compared to
the provision measured in accordance with International Financial Reporting Standards, including the interest on loans not recognized for
regulatory purposes.
Redemption reserve
At the discretion of the Board of Directors, amounts are periodically appropriated from net income to redemption reserve to provide for the
redemption of the debenture stock and housing bonds. During the year, the Board of Directors authorised the release of the entire redemption
reserve to retained earnings.
24 Other operating income
2007
$

2006
$

Foreign exchange
Fees and commissions
Dividend income
Miscellaneous income
Recovery of bad debts

3,338,729
2,563,671
2,032,081
537,185
502,343

2,753,550
4,705,732
1,312,371
572,156
–

Total other operating income

8,974,009

9,343,809
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25 General and administrative expenses
2007
$

2006
$

Salaries and related costs (note 29)
Non-credit losses
Receivable impairment allowance
Utilities
Insurance expense
Repairs and maintenance
Legal and professional fees
Software operating expenses
Advertising and promotion
Telephone, postage, telegram expenses
Printing and stationery expenses
Security services
Cleaning
Miscellaneous expenses
Licenses and taxes
Agency expenses
ECCB expenses
Shareholders’ meeting expenses
Subscriptions and fees
Rent
Vehicle expenses
Travel and entertainment
(Gain) loss on disposal of fixed assets
50th Anniversary celebrations

12,480,791
3,242,795
2,007,875
884,702
826,970
760,639
472,817
425,107
403,403
380,825
361,672
301,939
286,072
238,033
218,964
212,623
177,892
132,389
119,756
95,301
83,788
79,845
(29,200)
–

10,208,395
257,770
1,440,437
873,321
827,862
542,901
142,985
830,240
234,784
436,094
416,751
269,937
273,860
276,591
216,357
217,880
62,054
171,775
122,627
127,550
84,138
39,270
37,227
397,536

Total general and administrative expenses

24,164,998

18,508,342

26 Investment in joint venture entity
2007
$
Straight Through Processing Inc.
Balance at beginning of year
Advances
Share of results for the year
Impairment
Balance at end of year

259,126
404,809
–
(663,935)
–

2006
$

2,023,187
–
(1,504,935)
(259,126)
259,126

Straight Through Processing Inc. is a financial services application provider delivering business-to-business data processing and business process
outsourcing services.
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26 Investment in joint venture entity… continued
The cost of the investment is comprised of share capital and long term advances as follows:

Share capital
Advances

2007
$

2006
$

2,430,000
3,394,635

2,430,000
2,989,826

5,824,635

5,419,826

The Group’s interest in the joint venture, which is unlisted, is as follows:
Current
assets
$

Long-term
assets
$

Current
liabilities
$

Long-term
liabilities
$

Revenues
$

Expenses
$

Profit (loss)
$

%
Interest

2007

356,818

1,757,113

3,984,616

7,056,014

1,358,412

5,085,461

(3,729,049)

50

2006

870,596

4,142,165

3,903,802

6,052,107

1,824,095

5,420,142

(3,596,047)

50

There are no contingencies relating to the Group’s interest in the joint venture.
27 Earnings per share
Basic earnings per share is calculated by dividing the net profit attributable to shareholders by the weighted average number of ordinary shares
in issue during the year.
2007
$

2006
$

12,396,431
3,762,500

10,928,880
3,762,500

3.29

2.91

2007
$

2006
$

Cash and balances with the Central Bank (note 5)
Due from other banks (note 6)
Treasury bills (note 7)

16,489,865
108,797,584
41,874,200

5,860,578
55,759,771
39,906,700

Total cash and cash equivalents

167,161,649

101,527,049

Net profit attributable to shareholders
Weighted average number of ordinary shares in issue
Basic and diluted earnings per share

28 Cash and cash equivalents
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29 Salaries and related costs

Salaries, wages and allowances
Severance
Statutory deductions
Pension costs
Other staff costs
Total salaries and related costs

2007
$

2006
$

9,135,697
1,391,168
548,402
377,063
1,028,461

8,392,053
280,033
517,776
343,235
675,298

12,480,791

10,208,395

30 Contingencies and commitments
Pending litigation
Various actions and legal proceedings may arise against the Group from the normal course of business. However, management is not aware of
any unsettled, material claims other than those provided for in these financial statements.
Credit related commitments
The contractual amounts of the Group’s off-balance sheet financial instruments that commit it to extend credit to customers are listed below:

Undrawn commitments to extend advances

2007
$

2006
$

45,089,449

48,178,551

Off balance sheet items
The Group had letters of credit outstanding at the year end in the following amounts:

Letters of Credit
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2007
$

2006
$

6,408,044

6,235,105
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31 Prior period adjustment
In prior years, the Group recognized loan commission fees in the period in which the fees were collected. International Accounting Standard
18 requires that the commission fees should be deferred and recognized over the life of the loan as an adjustment to the effective interest rate.
During 2007, the Group commenced accounting for commission fees in accordance with IAS 18.
In 2006, the Bank reported:

$
Net interest income
Other operating income
Operating expenses
Share of loss of joint venture

31,776,703
9,597,322
(22,508,177)
(1,504,935)

Operating income for the year
Taxation

17,360,913
(6,271,236)

Net income for the year

11,089,677

Earnings per share

2.95

2006 opening deficit was $6,983,620 and closing deficit was $2,161,307. Statutory reserve reported in 2006 was $8,859,132.
Loans and advances recorded in 2006 was $405,093,300.
The financial statements of 2006 have been restated to retrospectively reflect the revised accounting treatment for loan fees. The effect of the
restatement on those financial statements is summarized below.

$
Decrease in interest income

(160,797)

Decrease in net income for the year

(160,797)

Decrease in earnings per share

0.04

Decrease in loans and advances
Decrease in statutory reserve

533,525
(32,159)

Decrease in retained earnings

501,366
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31 Prior period adjustment… continued
The statutory reserve was restated accordingly as a result of the restatement of net profit for the year.
A reconciliation of the Group’s net profit for the year ended September 30, 2006 is shown below:
For the
year ended
September
30, 2006
$
Net profit for the year as previously reported
Decrease in interest income

11,089,677
(160,797)

Net profit for the year as restated

10,928,880

The adjustment required to the deficit as at October 1, 2005 is a $372,728.
The reconciliation of the statutory reserve as at September 30, 2006 is as follows:
September
30, 2007
$
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Statutory reserve as previously reported
Decrease in statutory reserve as a result of decrease in net profits

8,859,132
(32,159)

Statutory reserve as restated

8,826,973
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