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MISSION & VISION OF THE BDIC
The mandate of the Barbados Deposit Insurance Corporation is to:
• Provide deposit insurance and contribute to the stability of the financial system for the benefit of depositors while minimising its exposure to loss.

The goals of the Barbados Deposit Insurance Corporation are to:
• To protect small depositors from the risk of loss within the banking system in
the event of institutional or systemic failure; and
• To contribute to ensuring the soundness and stability of the financial system
as the primary provider of deposit insurance within the country.
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DEPOSIT INSURANCE COVERAGE
What is covered?
Under the Barbadian deposit insurance system, depositors enjoy protection for their
deposits under the law. Depositors of the banking system are protected up to a maximum of $25,000, per depositor, per bank.

What is not covered?
In accordance with the Barbados Deposit Insurance Act, 2006-29, subsection 50(2),
deposit insurance coverage does not apply to foreign currency deposits, letters of credit,
standby letters of credit or instruments of a similar nature. Interbank deposits, and
deposits from affiliates are also not eligible for coverage under the Barbados Deposit
Insurance Corporation’s scheme.

ABBREVIATIONS
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Barbados Deposit Insurance Corporation

BDIC

Barbados Deposit Insurance Fund

BDIF

Central Bank of Barbados

CBB

International Association of Deposit Insurers
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Financial Sector Assessment Programme
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2010 ANNUAL REPORT

/ Barbados Deposit Insurance Corporation

FINANCIAL AND STATISTICAL SUMMARY
For the years ending December 31
Selected Items in $BDS unless otherwise stated
2010

2009

135,406

127,486

22,610,000

17,710,000

24,729

86,218

5,580,571

5,135,693

4,274,201
1,305,987
558,339

4,183,193

5,022,182

4,728,928

Commercial Banks (Part II Companies)

7

7

Domestic Trust and Finance Companies (Part III companies)

8

7

15

14

8,349.9

8,576.5

(2.7)

2.5

Selected Balance Sheet Items
Cash
Investments
Liabilities

Selected Income Statement Items
Gross Income
Premium Income
Interest Income on Investments
Operating Expenses
Net Income

952,500
406,765

Member Institutions (number)

Total number of institutions

Other information
Average insured deposits ($ millions)*
Growth rate of insured deposits (%)

Notes:
*

Total insured deposits are based on the average of the bank’s deposit liabilities over four (4) quarters in
a given year. Also note, that premia under the current ex-ante deposit insurance system, are calculated based
on deposit liabilities, one year prior.
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Members of the Deposit
Insurance Fund
At December 2010, there were fifteen (15) members of the Fund. These consisted of seven
(7) commercial banks, and eight (8) deposit-taking non-bank institutions.

Commercial Banks
Barbados National Bank Inc.
The Bank of Nova Scotia
Butterfield Bank International (Barbados) Ltd.
FirstCaribbean International Bank (Barbados) Ltd.
RBC Royal Bank of Canada
RBTT Bank (Barbados) Ltd.
Citicorp Merchant Bank Ltd.

Other Deposit-Taking Institutions
FirstCaribbean International Trust and Merchant Bank (Barbados) Ltd
Consolidated Finance Co. Ltd.
Signia Financial Group Inc.
Globe Finance Inc.
BNB Finance & Trust Corporation
CAPITA Financial Services Inc.
The Bank of Nova Scotia Trust Company (Caribbean) Ltd.
Royal Fidelity Merchant Bank & Trust (Barbados) Limited
6
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Letter of Transmittal

31 March 2011
The Hon. Christopher P. Sinckler
Minister of Finance and Economic Affairs,
Government Headquarters
Bay Street

Dear Mr. Minister:
In accordance with Section 15 (1) of the Deposit insurance Act 2006-29, I have the
honour to submit to you the 2010 Annual Report of the Barbados Deposit Insurance
Corporation for the calendar year ending December 2010, a copy of the audited
Corporation’s Accounts as at December 2010, and a Statement of the Deposit Insurance
Fund as at December 2010, duly certified by its Auditors.
Yours sincerely

Winston LeRoy Inniss QC
Chairman
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I am pleased to present the Barbados Deposit Insurance
Corporation’s (BDIC’s) 2010 Annual Report. During these
challenging times for the nation’s economy and banking
industry, the BDIC’s mission of maintaining stability and
public confidence in the nation’s financial systems is as relevant
and vital as ever. In the pages that follow in this report, we
carefully lay out our past performance, financial results and our
performance goals to ensure that we will again accomplish our
mission responsibilities in 2011.

Winston LeRoy Inniss, QC

Chairman’s
Message

The plan includes goals and objectives for our main
program area to date – insurance. This area is not exclusive
since we also have a role to play in supervision and receivership
management. Our insurance program protects insured depositors
from loss when a bank fails. As at December 31, 2010, the
BDIC insured over $8.3 billion of deposits held in 15 insured
depository institutions throughout the Barbados. As insurer,
the BDIC carefully monitors changes in the economy and the
financial system to assure the maintenance of its stability and
safety, as well as the adequacy and viability of the Deposit
Insurance Fund, such that Government, and ultimately the
taxpayers, are not placed at risk.
As an integral component of our core mission, the BDIC
assesses the risk that each insured institution poses to the DIF.
In 2011, we will seek to improve our access to the information
needed to more actively assess those risks and, where appropriate,
to make greater use of our relationship with the Central Bank
of Barbados in order to meet this goal. We will also continue to
refine our systems to ensure that insurance assessments more
accurately map the risks posed by each institution. Depositors
at BDIC-insured institutions expect that the BDIC is an
institution that promotes stability and public confidence in the
nation’s financial system. The BDIC will continue this record
of achievement in 2011 through the continued hard work and
innovation of our dedicated and skilled staff.
The BDIC recognises that it must effectively manage a number
of critical strategic resources in order to successfully conduct
its mission and realise the annual performance goals set forth
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for its major programs. Strategic resource
management facilitates the BDIC’s missioncritical activities and helps minimise risk to
the Deposit Insurance Fund (DIF), while
simultaneously aligning and deploying the
BDIC’s resources to the areas where they are
most needed. An overview of planned 2011
initiatives to enhance the BDIC’s management
of its key strategic resources can be grouped
into a number of critical areas, such as human
capital management, strategic workforce
planning and readiness; employee growth
and development; and financial resource
management.
On behalf of the Board of Directors of
the Barbados Deposit Insurance Corporation,
I am pleased to report that our organisation
had another successful year of operations in
2010. Even though the global financial crisis
has had an impact on the financial and other
key sectors worldwide, financial institutions in
Barbados are well capitalized, financially strong
and sufficiently equipped in terms of meeting
the needs of its customers, while still operating
in a dynamic, challenging environment. Our
Chief Executive Officer will cover some of the
financial and operational aspects in his report,
and I will broadly address our achievements
and the road forward.
As I had previously intimated, the
Barbados Deposit Insurance Corporation’s
(BDIC) main focus remains on protecting
customers’ deposits, assessing risk in financial
institutions, and generally ensuring there
remains a strong degree of stability in the
Barbadian financial system. Our deposit
insurance coverage of $25,000, a figure which
covers over 90% of the depositor base provides
for strong consumer confidence, particularly in
the current economic environment.
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The Board met on five occasions during
the year and, between meetings, all committees
demonstrated some degree of vigour in their
individual responsibilities. For example, the
members of the Investment Committee are
very aware and conscious of the need to
monitor our investment portfolio continuously,
given current market conditions and the need
to protect the DIF’s funds. I am pleased to
report that consequently we saw a decent
return on the market value of our investments
held.
At this time, I wish to mention the
positive relationship that exists between us
and our major safety net partner, the Central
Bank of Barbados, which is formalised with
a Memorandum of Understanding thus
facilitating information sharing between the
two entities.
As I look back on 2010, I feel confident
in reporting that BDIC’s Board of Directors
takes its roles and responsibilities very
seriously, making decisions only after careful
and prudent deliberations about what is in the
best interests of the financial system. I thank
the Board of Directors for their diligence and
support during the year as well as our Chief
Executive Officer, Warrick Ward, and his staff
for the support and assistance they provide to
the Board of Directors. Finally, our thanks also
go out to our policymembers and staff for their
cooperation as we seek to further enhance the
stability of the local financial system.

Winston LeRoy Inniss QC
Chairman
Barbados Deposit Insurance Corporation
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At the end of another year of economic challenge, we at
the Barbados Deposit Insurance Corporation (BDIC) can reflect
on the operations in 2010, and feel confident about the regulatory
policies and procedures. Adherence to robust procedures by
policyholders, have allowed the financial system to remain
virtually unscathed by the global financial meltdown that began
in late 2008. However, the financial crisis and resulting economic
downturn precipitated difficult conditions, but the sector’s
main constituents continue to thrive. The BDIC has responded
to the uncertain economic climate with a sharp focus on the
oversight of key risks, while continuing to apply a sound and
prudent approach to the monitoring of the financial conditions of
policymembers in Barbados.
Warrick Ward

A Message from the

Chief
Executive
Officer

Notwithstanding the global uncertainty, the BDIC
enjoyed another successful year in 2010. Our consolidated
income in 2010 was higher despite the anticipated fallout from
the global crisis, its impact on deposits and its ancillary impact
on investments, which could have led to reduced investment
income. Assessments from policyholders, increased by 2.5% as a
result of growth in the liquidity of the financial system in 2009,
as many consumers opted to restrict consumption and save. Net
earnings for the year were $5.0 million, which contributed to an
increase in the Deposit Insurance Fund (DIF). The result is that
the fund equity improved from $17.0 million to $22.1 million and
represented slightly more than 0.2% of insured deposit liabilities.
During 2010, the Investment Committee and the Board have
been very diligent in monitoring and reviewing the health of
our investment portfolio. All of the DIF’s assets are managed
in-house, and at present are invested in Barbados Government
dollar-denominated fixed income instruments. The asset class has
proved to be quite profitable in a low-interest rate environment
and is expected to remain somewhat buoyant in the short-term.
Prudent expense control continues to be an objective of BDIC.
As the BDIC sought to increase its visibility, operating expenses
were up $0.1 million or 27.8% over 2009. The main areas
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that contributed to the increase were higher
occupancy costs and a hike in staff-related costs
as the new hires from 2009 completed a full
year’s employment.
With respect to the banking system, we
had expected that profits would have been more
severely impacted by the economic environment
during 2009 - 2010 period, but this did not
entirely materialise for various reasons. The
financial margins in the sector remained strong
over the past year, and many banks were able to
report respectable profits.
Going forward, it is projected that the
Barbadian economy will grow by approximately
2% in 2011, reflecting increased tourism
activity, which should generate higher spending,
in an environment of continued low borrowing
costs. However, recovery may not be even
across all sectors and policy members will need
to look closely at the on-going debt-servicing
capabilities of their customers.
One of the highlights of the past year has
been the commissioning of our website which
provides a wealth of information to the public
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on many aspects of the DIC’s operation. We
remain committed to exposing the concept
of deposit insurance to the wider Barbadian
public, and the development of the website has
been the first step towards ensuring that this
objective is met. For more details regarding the
key aspects of our operations, please visit our
website: www.bdic.org.bb. I would like to take
this opportunity to express my appreciation
to all our staff and Board members for their
dedication and professionalism in working
together in the interests of all stakeholders.
As outlined in the Chairman’s report, the
Board had a busy year. By exercising continued
vigilance and collaborating with our fellow
safety net participants through our monitoring
system and risk assessment programs, I
believe that the Board and staff of the BDIC
will continue to provide effective depositor
protection, which contributes to the stability
and confidence that depositors exhibit in
Barbados’ financial institutions.

Warrick Ward
Chief Executive Officer
Barbados Deposit Insurance Corporation
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BOARD OF DIRECTORS

Winston LeRoy Inniss, QC
Chairman
Mr. Inniss is a Queen’s Counsel who has
practised as an Attorney-at-Law since 1978.
In 2001, he became a judge of the High Court
in Barbados and served until his retirement in
2006.

His publications include: Civics for
Barbados, Kingston Publishers Limited; Civics
for the Eastern Caribbean, Kingston Publishers
Limited, 1987; The Constitution and You.
Barbados, UWI/ USAID

Mr. Inniss was an independent member
of the Senateof Barbados from 1991 to 1995.
He has also served as a member of the Cave
Hill Campus Council of the University of the
West Indies from 1986 to 1992. He is a past
President of the Barbados Bar Association,and
has served for many years as a member of the
Judicial Council and the Community Legal
Services Commission.

Caribbean Justice Improvement Project,
1991; “Doing Business in Barbados” in “Legal
Aspects of Doing Business in Latin America,
Austria: Centre for International Legal Studies,
1993; Agency and Distributorship (Barbados)
in “Commercial Agencies & Distributorship: An
International Guide”. Prentice Hall, 1993. He
is also the author of Labour Law Selected Case
Notes

At present, he is the President of Parent
Education for Development in Barbados
(PAREDOS).
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BOARD OF DIRECTORS

James Payne
Deputy Chairman

Ronald Bascombe
Director

Mr. Payne has several years of service
in both the government and the private sector.
His professional experience in accounting,
finance and tax advisory services covered a
variety of clients while serving as a partner in
a major international accounting firm for over
two decades. He is a graduate of the Univesity
of the West Indies (UWI) and the University
of Windsor, Canada. In addition Mr. Payne is a
member of the Institute of Chartered Accounts
in Ontario, Canada and in Barbados, where he
has served as President and Council Member.

Mr. Bascombe is currently the Permanent
Secretary with responsibility for the Energy
and Telecommunications portfolio in the
Ministry of Finance, Investment, Energy and
Telecommunications.

Other professional memberships include
that of the Fellow of Chartered Accountants in
the United Kingdom; which he has held since
1988. In 2004, Mr. Payne sucessfully completed
all coursework and examinations related to the
LLM Programme Corporate and Commercial
Law at the School of Graduate Studies and
Research, University of the West Indies,
Cave Hill.
18
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He is a career civil servant of 38 years,
and has served in various capacities in several
government ministries and departments. Mr.
Bascombe is a graduate of the University of the
West Indies, with a BSc. in Accounting, holds a
Certified Management Accountant designation
and is a member of the Institute of Chartered
Accountants of Barbados.
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BOARD OF DIRECTORS

Marlene E. A. Bayne
Director
Financial Stability Analysis and Report Task
Mrs. Bayne is a career Central Banker,
Force. She represents the Central Bank on the
with over twenty years experience in the Bank
Government of Barbados/CLICO Oversight
Supervision Department.
She served as a
Committee.
Senior Examiner, then Deputy Director and for
the past year has acted as Director, with overall
responsibility for developing and managing
strategies to ensure effective supervision and
regulation of financial institutions in the
domestic and offshore sectors.

Mrs. Bayne holds a Bachelors degree in Public
Administration and an M.B.A. (Financial
Institutions) from the Centre for Management
Development (now Cave Hill School of
Business), U.W.I.

She has served on several bank committees,
more recently serving as the Chairman of the
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BOARD OF DIRECTORS

Cleviston Haynes
Director
Mr. Cleviston Haynes is the Deputy
Governor, Central Bank of Barbados. Previously
he served as Adviser to the Governor of the
Central Bank of Barbados and more recently
as Director, Bank Supervision Department. A
graduate of the University of the West Indies
and the University of Western Ontario, he joined
the Research Department of the Central Bank
in 1980 as an Economist. He has also served
as Technical Assistant to the Executive Director
for Canada, Ireland and the Caribbean at the
Executive Board of the International Monetary
Fund (IMF) during the period 1987-1989.
He has authored a number of academic
papers in local and international publications,
including papers on monetary policy and financial
sector issues in the Barbados economy.
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Charles Herbert
Director
Mr. Herbert graduated from University of
Edinburgh in 1978 and is a Fellow of the Institute
of Actuaries and an Associate of the Society of
Actuaries. He has worked in the field of insurance
and employee benefits in the Caribbean since 1980,
with clients in Barbados, Bermuda, Trinidad &
Tobago, the Bahamas, and the Eastern Caribbean.
Mr. Herbert specializes in employee benefit services,
risk management for local organizations, actuarial
services for the Caribbean insurance industry, and
for the Barbados offshore financial services industry,
as well as general actuarial services for government
agencies in the areas of pension, health care and
social security. He also acts as appointed actuary to
various insurance companies.
Mr. Herbert is a Principal of Eckler Ltd. He joined
the firm in 1996 to manage and develop the
Barbados office. The office has grown to a staff of
13 including 3 actuaries.
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BOARD OF DIRECTORS

Warrick Ward

Warrick is currently the Chief Executive Officer of the Barbados Deposit
Insurance Corporation. Prior to holding this current post, he served as the
Assistant Advisor in the Governor’s Office at the Central Bank of Barbados, and
as an Economist in the Research Department. He is intimately involved in the
implementation of key projects related to the deposit insurance scheme, and
the maintenance of the systemic stability. He has been a member of a number
of policy-making committees, including the Investment Committee, which is
responsible for the management of the Government’s foreign reserves and debt
management portfolios.
At present, Mr. Ward is a member of the Committee for Review of Securities
Legislation, and the Committee for the Review of the Rules and By-Laws of the
Barbados Stock Exchange. His research interests include issues related to financial
derivatives, e-commerce, and the capital market and his academic papers has been
published in local, regional and international publications. Mr. Ward was educated
at the University of the West Indies and the University of Southampton in the
United Kingdom, where he has completed degrees in economics and accounting,
and finance.
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FINANCIAL &
ECONOMIC OVERVIEW
The BDIC’s general operating
environment in 2010 remained stable despite
the uncertainty within the global financial
system and an outlook that points to a
continuation of sluggish economic performance
and dampened investor confidence – at least
in the short-tem. The overall condition and
performance of many of its policyholders
though remaining stable, exhibited elevated
levels of portfolio deterioration due to the
spillover effects on the Barbadian economy
emanating from the global economic weakness.
There was as a consequence a lower level
of profitability generally, along with some
weakness in the credit market. As outlined
in the previous discussions, the additional
pressure on the portfolios of member
institutions was, however, not sufficient to
precipitate significant elevated risks to the
BDIC.

The Economy
The economy, the performance of
insured institutions and legislative and
regulatory developments are continuously
monitored by the BDIC staff. The Barbadian
economy was severely impacted by the global
recession with a lagged response which began
in 2009 and continued throughout 2010.
In 2009, there were declines in all areas of
output, primarily in the key tourism sector
where the weakness in the economies of major
source markets led to the obvious, but lagged
22
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response. This also led to weakness in all other
ancillary sectors. The construction sector in
particular was also faced with steep declines.
The continued slack in the economy and
growth in unemployment, had in turn affected
the financial sector, as is evidenced by the
increase in non-performing loans.
However, in 2010, preliminary estimates
suggest that the economy had “bottomed
out” posting a 0.3% growth, compared to a
decline of 4.7% in 2009. Tourism, the main
engine of economic growth, began to recover in
2010. The Central Bank of Barbados reported
that the value-added in the tourism sector is
estimated to have risen by 3% to November
2010, as arrivals from two of its major source
markets, Canada and the USA, were up by 17%
and 13%, respectively.
Private capital inflows were somewhat
stronger than in 2009, but well short of pre2007 levels. Private inflows were estimated at
over $370 million, resulting primarily from
real estate sales, financing for tourism projects
and for the funding for a major manufacturing
project.
Despite the encouraging signs the
unemployment rate stood at 10.8% at the end
of the year, some 0.3 percentage points higher
than in 2009. Inflation was somewhat higher
in 2010, mainly as a result of elevated import
prices. The 12-month moving average inflation
rate was estimated at 5.8% at the end of
December, compared with 3.1% a year earlier.
In addition to the stronger import prices, other
factors which contributed to rising inflation
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were the higher prices for food, housing and
transportation. In terms of Barbados fiscal
operations, Government persisted with a
strategy of fiscal consolidation, along with
measures to enhance the social safety net and
to maintain tourism competitiveness. At yearend, Government’s fiscal deficit was recorded
at approximately 8.1% to GDP.
Domestic interest rates edged
downwards, coinciding with the movement in
US short term interest rates which appeared to
have settled at minimum levels. The average
rate on domestic 3-month Treasury bills fell
by 0.09 percentage points to reach 3.35% in
December, narrowing the gap with the US
Treasury bill rate by 0.14 percentage points.
Consequently, loan rates trended downwards,
reducing the spread between the loan and
deposit rates to 6.4 percentage points from 7

percentage points a year earlier. Reflecting the
overall economic stagnation, there has been
little movement on either side of commercial
banks’ balance sheet. Deposits registered a 2%
decline while outstanding credit was marginally
higher by 1%. Liquidity in the system dipped,
by $50 million, with excess bank reserves in
cash and with the Central Bank falling to $129
million.
While the domestic economy had seen
a modest improvement in the second half of
the year, Barbados’ recovery in the short-term
is expected to be modest. Going forward,
as key sectors in the economy rebound, it is
anticipated that the economy will eventually
return to a path of steady state growth.
However, such an outturn is dependent on
numerous factors, namely a recovery in the
tourism and international business sector.

Table 1: Key macroeconomic indicators for the periods ending December 31
Indicators

2008

2009

2010

GDP Growth (%)

(1.1)

(5.3)

0.3

Inflation (%)

8.6

3.1

5.8

3-month T-Bill Rate

4.1

3.5

3.4

1,356.9

1,485.1

1,450.9

NIR (BDS $mil) BoP (Current account)($m)

(876.0)

(511.5)

(601.2)

Fiscal Balance ($m)

(408.4)

(733.7)

(714.4)

(5.1)

(9.4)

(8.1)

Fiscal balance to GDP (%)
Source: Central Bank of Barbados
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STATE OF FINANCIAL SECTOR
Policyholder Environment
The Central Bank of Barbados (Bank)
regulates the domestic banking sector under
the Financial Institutions Act, Cap 324A
(FIA). The sector comprises seven commercial
banks and fourteen non-banks. The Deposit
Insurance Corporation (DIC) covers each of
the commercial banks and eight of the nonbanks. The Bank also regulates FirstCaribbean
International Bank Ltd, the parent of the
FirstCaribbean International Bank group of
companies, under FIA to enable the Bank to
conduct consolidated supervision of the group.
However, only the branches of the Barbados
subsidiaries and First Caribbean Trust &
Merchant Bank of FirstCaribbean International
Bank are covered under the Deposit Insurance
Scheme.

Regulatory Framework
In 2010, the Minister of Finance delegated
certain functions to the Central Bank under the
Financial Institutions Act. . In addition, further
amendments are being drafted to the Act which
will enhance compliance with all the Basel
Core Principles. The amendments include
provisions for:
• The definitions of a large exposure,
related party, financial group, financial
holding company, control and credit
facilities;
• Enforceability of guidelines issued by
the Bank;
• Consolidated supervision.

24

2010 ANNUAL REPORT

Further enhancements to the regulatory
framework included the drafting of a Money
Laundering and Financing of Terrorism
(Prevention and Control) Bill, 2010. Its
purpose is to reform the law with respect to the
prevention and control of money laundering
and financing of terrorism to reflect more
comprehensively the Forty Recommendations
and Nine Special Recommendations of the
Financial Action Task Force (FATF). The Bill
addresses particular recommendations that
arose from the 2008 report following the
2006 Mutual Evaluation exercise conducted
by the Caribbean Financial Action Task Force
(CFATF).
In light of recent international developments,
the Bank has updated its approach to Basel
II Implementation. The Bank intends to
first focus on the implementation of Pillar II
of the New Accord. Pillar II emphasises the
importance of strong regulatory oversight
and industry risk management practices. The
Bank has identified several projects which will
strengthen compliance with Pillar II and lay
the foundation for its readiness towards full
implementation of Basel II in the future. These
projects include:
• Continued implementation of Risk
Based Supervision
• Strengthening Consolidated Supervision
• Legislative Amendments
• Enhancing Reporting Framework
• Enhancing Supervisory transparency
• Staff and Industry Training
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Notwithstanding the overall challenging
economic conditions, primarily influenced
by external factors, the financial sector’s
strong position was underpinned by sound
regulations, intensified monitoring and
appropriate market intervention by the
government and the Central Bank of Barbados.

State of the financial sector
The BDIC fulfills its mandate in
an increasingly complex and dynamic
environment. However, though asset quality
continued to deteriorate, the banking sector
is well capitalised, with most institutions
significantly exceeding the regulatory minimum
capital requirements measured as a percentage
of risk-weighted assets. Still there has been a
number of competitive, economic and other
pressures which have impacted some individual
institutions’ performance. One such institution
was CLICO Mortgage Finance & Trust which
as a result of difficulty emanating from its
parent company was faced with temporary
liquidity challenges. The institution was
eventually sold to the Barbados Public Workers
Credit Union as part of the parent company’s
fund raising efforts. The company now trades
as CAPITA Financial Services Inc.
Indicators in the domestic financial
sector with the exception of the gross
classified debt ratio remained generally positive
during 2010. The total asset base of the sector
registered a small decline and the loan portfolio
1

posted a slight increase. The sector remains
liquid and while there remains room for the
enhancement of risk management systems at
some licensees, there was no evidence of risk
management weaknesses of a systemic nature.

Asset Growth
The sector experienced average asset growth
of approximately 6.3% per annum for the
period 2006-2010. However, during 2010, the
sector’s assets contracted by 2.7%. The key
highlights for the period were:
a. Commercial banks’ assets declined
by 2.8% while the asset base of nonbanks grew by 3.2% during 2010 as
compared to a growth of 0.4% and a
decline of 2.4% for the commercial
and non-banks, respectively during the
corresponding period in 20092;
b. The six main commercial banks
accounted for 86.1% of assets at the end
of 2010; and
c. Credit activity in the overall sector
rose slightly during the period by 0.7%
in contrast to average growth in the
sector during 2006 – 2010 of 7.3%.
The increases in credit occurred in the
non-banking sector which recorded a
4.2% increase in credit activity while
commercial banking sector recorded a
slight decline of 0.1%.

1

All data references in this report refer to the entities covered by the Deposit Insurance Corporation.

2

The movements in commercial bank and non-bank assets is partially explained by the shift of Citicorp assets from total
non-bank to total commercial by December 30, 2009;
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Asset Quality
Asset quality across the system
stabilised in the last quarter of 2010, with the
ratio of classified debt to loans for the sector at
remaining unchanged from September 2010 at
9.8%, but much higher than at December 2009
when it was 5.3%. However, while the asset
quality of the sector has been deteriorating,
provisioning was generally adequate among
policymenbers.

Deposit Base and Liquidity
During 2010, deposits continued to
represent the main source of funds for the
sector. Domestic deposits fell by 2.7% during
2010, compared to the 2.5% increase registered
in 2009. As at December 30, 2010, the deposit
base covered by the BDIC was approximately
BDS$8.3 billion.

activities in the foreign exchange, equities or
debt instrument markets. Exchange controls
limit licensees’ holdings of foreign exchange
and such holdings are usually hedged with
foreign assets and liabilities denominated in the
same currency. While licensees are not actively
trading their domestic paper, interest rate
changes create the potential for adverse shifts
in the value of assets classified as available for
sale.
Still, in order to enhance its monitoring
of system risks and the enhancement of system
stability, the Research and Economic Analysis
Department established a Financial Stability
Unit in 2010. This Unit will:

By all indicators3 , the sector has been
marked by relatively high levels of liquidity
over the past five years, and as at December
31, 2010, the sector reported a liquid asset to
short-term liabilities ratio of approximately
92.7%. The excess liquidity in the system
may be attributed to a decline in the demand
for loan products. However, while there was
generally higher levels of excess liquidity, at
December 2010 a growing number of entities
continued to exhibit declining liquidity
measures.

Market Risk
Licensees’ exposure to market risk is limited
as they do not actively participate in trading
3

•

Conduct ongoing financial stability
analysis, taking account of the
macroeconomic impact on banks,
insurance companies, credit unions,
pension funds, collective investment
schemes, and all other systemically
important financial institutions and
including monitoring of financial
soundness indicators for banks,
insurance companies and credit unions
and other relevant entities

•

Develop early warning systems of
financial system pressures and conduct
stress tests

•

Develop and apply financial forecast
scenarios consistent with economic
forecasts

These include loans to deposits, excess cash reserves, excess government securities ratios and liquid assets to short term
liabilities.
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•

Prepare analyses incorporating
contagion risks arising from pervasive
regional financial linkages in
collaboration with Caribbean Centre
for Money & Finance (CCMF) and
regional central banks and establish a
regional data-sharing network, which
will provide the required information for
this analysis.

Profitability
During 2010, profitability contracted relative
to 2009 as the sector experienced declining
yields on its interest-earning revenue streams
as well as declines in all of the other revenuegenerating activities. However, while the
interest revenue contracted, interest expenses
also declined as a result of the lower cost of
funds and the marginally declining deposit base
in the sector.
The return on assets for the sector was 1.6%,
compared to 1.8% for 2009. The decline in

the ROA can be attributed to the decrease in
the revenue base, and by extension the overall
profitability across the sector which could be
attributed to the declining demand for loan
products and other financial services.

Capital
Both banks and non-banks remained
adequately capitalised for credit risk, and at
December 2010 licensees reported ratios in
excess of the minimum Capital Adequacy
Ratios (CARs). In the banking sector, the CARs
ranged from 14.8% to 20.3%, while in the
non-banking sector CARs ranged from 12.2%
to 78.2%. Licensees are expected to maintain
ratios sufficiently in excess of the minimum
CAR such that rapid asset growth or shocks
to earnings can be absorbed without reducing
capital adequacy below statutory levels. Given
potential increased risks in the financial system,
the Bank has advised licensees of its intent to
raise the minimum required CARs.
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CORPORATE OBJECTIVES
The aforementioned responsibilities
and mission of the BDIC have influenced and
shaped the formulation of its objectives. They
are as follows:
• Providing depositors with the timely
access to their insured deposit balances
should there be a solvency event at a
covered institution;
•

Educating depositors on the terms and
conditions of the Barbados Deposit
Insurance Scheme

•

Maintaining the viability of the Deposit
Insurance Fund by managing the risks
associated with its operations; and

•

Assisting in the maintenance of a stable
financial system through the efficient
resolution of problem institutions.

PRIORITIES FOR 2011
It is recognised that during the early
years of a deposit insurance scheme, the size
of the DIF is likely to be inadequate to satisfy
possible claims arising from the failure of a
member institution. Accordingly, the BDIC
will review all available options which can lead
to an acceleration in the growth of the DIF,
and in the short-term conduct various analyses
necessary to inform policy recommendations in
the goal to meet its enhanced sufficiency.

Operational Capacity
The BDIC intends to continue the
work which is aimed at developing an effective
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payout system. As a component of this
process, the BDIC plans to further document
all payout and liquidation management policies
and procedures. Other initiatives include
the development of a resource directory, the
preparation of a payout plan template and
the development of appropriate controls and
authority levels for payouts. Following the
development of the payout infrastructure
there will be simulation exercises to test its
effectiveness and operational efficiency of the
BDIC as it relates to the payment process.
Furthermore, in order to establish the
BDIC’s capacity to assess and address risk of
losses, it will enhance its framework for risk
assessment, develop additional processes and
procedures, and explore the possibilities for
the development of specialised risk modeling
applications.

Promoting Public Understanding
This area has been earmarked as one of
special priority since based on informal market
information there has been an inadequacy
of exposure as it relates to the BDIC and its
functions among the depositor public. In
this vein, in 2010 the BDIC’s website will
continue to be enhanced, and is expected to
be one that is user-friendly and appeals to a
broad cross-section of the public. The site will
provide up-to-date information, utilising tools
such as bulletin boards and online discussion.
Furthermore, there will be a greater number of
lectures and seminar-type meetings to selected
target groups in an aim to receive the widest
possible coverage for the BDIC.

/ Barbados Deposit Insurance Corporation

Board Meetings
Section 4(i) of the Deposit Insurance Act 2006-29, makes provision for the establishment of a Board
of Directors of the Corporation which shall be responsible for the policy direction of the BDIC. The
Board was appointed on April 1, 2007 and held five (5) Board Meetings during the year ending
December 2010.
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International Developments
While many countries continue
to tackle the effects of the ongoing global
financial crisis, extensive efforts are being made
to strengthen the operations and effectiveness
of deposit insurance entities globally. In this
regard, following the development of core
principles for effective deposit insurance,
there has been the subsequent development
of the assessment methodology of assessing
deposit insurance systems. The International
Association of Deposit Insurers (IADI)
notes that the overarching objective of the
assessment is to evaluate individual member
agencies’ compliance with the Core Principles
for Effective Deposit Insurance Systems. Such
compliance takes into account the likelihood
of various differences among insurers with
respect to their peculiar structural, legal and
institutional features. The assessment seeks
to review the functions inherent in providing
effective deposit insurance systems as opposed
to a stand-alone assessment of the deposit
insurer, thus identifying the strength(s) of the
deposit insurance system and the nature and
extent of weaknesses. Below highlights the
IADI’s Core Principles for Effective Deposit
Insurance:

ensuring the deposit insurance system contains
appropriate design features.
Principle 3 – Mandate: It is critical
that the mandate selected for a deposit insurer
is clear and formally specified and there is
consistency between the stated public policy
objectives and the powers and responsibilities
given to the deposit insurer.
Principle 4 – Powers: A deposit insurer
should have all powers necessary to fulfill
its mandate and these should be formally
specified.
Principle 5 – Governance: The deposit
insurer should be operationally independent,
transparent, accountable and insulated from
undue political and industry influence.
Principle 6 – Relationships with
other safety-net participants: A framework
should be in place for close coordination and
information sharing, on a routine basis among
the deposit insurer and other financial system
safety-net participants.

Principle 1 - Public policy objectives:
The first step in adopting a deposit insurance
system or reforming an existing system is
to specify the public policy objectives it is
expected to achieve.

Principle 7 – Cross-border issues:
Provided confidentiality is ensured, all relevant
information should be exchanged between
deposit insurers in different jurisdictions and
possibly between deposit insurers and other
foreign safety-net participants.

Principle 2 – Mitigating moral
hazard: Moral hazard should be mitigated by

Principle 8 – Compulsory membership:
Membership should be compulsory for all
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financial institutions accepting deposits from
those deemed most in need of protection (e.g.
retail and small business depositors) to avoid
adverse selection.

ongoing basis about the benefits and limitations
of the deposit insurance system.

Principle 9 – Coverage: Policymakers
should define an ‘insurable deposit’ clearly. The
level of coverage should be limited but credible
and capable of being quickly determined. It
should cover adequately the large majority of
depositors to meet the public policy objectives
of the system.
Principle 10 – Transitioning from
a blanket guarantee to a limited coverage
deposit insurance system: When a country
decides to transition from a blanket guarantee
to a limited coverage deposit insurance system,
the transition should be as rapid as a country’s
circumstances permit. Blanket guarantees can
have a number of adverse effects if retained too
long, notably an increase in moral hazard.
Principle 11 – Funding: A deposit
insurance system should have available all
funding mechanisms necessary to ensure
prompt reimbursement of depositors’ claims.
Primary responsibility for paying the cost of
deposit insurance should be borne by banks.
For deposit insurance systems utilising riskadjusted differential premium systems, the
criteria used in the risk-adjusted differential
premium system should be transparent to all
participants.
Principle 12 – Public awareness: To be
effective the public must be informed on an

Principle 15 – Early detection and
timely intervention and resolution: The
deposit insurer should be part of a framework
within the financial system safety net that
provides for the early detection and timely
intervention and resolution of troubled banks.
Principle 16 – Effective resolution
processes: Effective failure-resolution processes
should facilitate the ability of the deposit
insurer to meet its obligations including
reimbursement of depositors promptly and
accurately and on an equitable basis; minimise
resolution costs and disruption of markets;
maximise recoveries on assets; and reinforce
discipline through legal actions in cases of
negligence or other wrongdoings.
Principle 17 – Reimbursing
depositors: The deposit insurance system
should give depositors prompt access to their
insured funds. Depositors should have a legal
right to reimbursement up to the coverage
limit and should know when and under what
conditions the deposit insurer will start the
payment process, the time frame over which
payments will take place, whether any advance
or interim payments will be made as well as the
applicable coverage limits.
Principle 18 – Recoveries: The
deposit insurer should share in the proceeds of
recoveries from the estate of the failed bank.
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FINANCIAL OPERATIONS – 2010 FINANCIAL
PERFORMANCE REVIEW
The BDIC is a statutory corporation
established on June 8, 2007, under the
provisions of the Deposit Insurance Act 200629. The total capitalisation of the corporation
is fully subscribed by the Central Bank of
Barbados. The principal objective of the
Corporation is to establish and maintain a
scheme for the insurance of deposits held by
deposit-taking institutions supervised and
regulated by the Central Bank of Barbados
against the risk of loss. Naturally, in meeting
this objective the BDIC is required to minimise
its exposure to loss. Although the BDIC is
an independent entity with a separate Board
structure, it is nonetheless accountable to the
Minister of Finance.
Summary Review of the Statement of
Financial Position
Consolidated total assets increased
by $5 million or 27.5% from 2009 to $23.1
million as at December 31, 2010. This
result was mainly due to the accretion in
the investments portfolio - the Deposit
Insurance Fund. As stipulated by the Act,
the Deposit Insurance Fund must be invested
in Government of Barbados securities or in
such other foreign securities of sufficient
investment grade quality as approved by the
Board of Directors. The BDIC’s investment
activities expose it to a variety of financial
risks. However, investment actions are backed
by guidelines and are monitored constantly to
achieve the appropriate relationship between
32
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the risks and any impact they may have on
the financial performance of the BDIC. This
monitoring is undertaken, with policy oversight
by the Investment Committee of the Board.
BDIC’s investment policy mandates investment
in a mix of long-term investments (seeks to
enhance the returns) and shorter-term low
risk securities in order to meet its liquidity
needs in the event of a policymember failure.
All investments currently invested are high
quality, fixed rate securities of varying tenor. In
addition, the policy of the BDIC is to maintain
a sufficiently low cash balance, sufficient to
maintain firm-specific operations, and any
excess cash is invested in approved capital or
money market securities. The investments
portfolio at December 31, 2010 stood at $22.6
million, 28.4% and 83.3% higher than at
the end of 2009 and 2008, respectively. The
movements in other assets such as capital assets
(net of depreciation) which only represents less
than one percent of the total asset base, were
negligible.
Performance Review
This section provides a review of
the BDIC’s financial performance for 2010
which focuses on a consolidated statement
of operations and a report on the operations
of the Deposit Insurance Fund. Financial
statements and related notes represent a
statement of operations for the calendar year
commencing January 1 and ending December
31, 2010.
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The financial situation is currently
very positive with the BDIC recording another
surplus in the 2010 financial year. The oneyear return on our managed portfolio was
in excess of 6%; since its inception in 2007,
the portfolio has had an overall 6.4% return,
so there has definitely added value over and
above a portfolio of low-risk investments. As of
December 31, 2010, our investments comprised
2% in cash or in near cash equivalents, and the
remainder - 98% in longer-term fixed income
securities. The statement of operations reflects
an increase in overall income of $0.4 million
when compared to 2009, pushing revenue to
$5.6 million in 2010.
The Deposit Insurance Fund (DIF) as at
December 31, 2010 was $22.1 million, up $5.0
million recorded a year ago. 27.7% higher than
last year. There were no claims on the DIF, and
all fluctuations in the value of the fund during
2010 were due to movements in the investment
returns and the surplus from operations after
deductions for operating expenses.

Highlights
•

•

Premium income increased $91,000
or 1.8% in 2010 to $4.3 million,
reflecting the increase in the overall
institutional overall deposits which
occurred primarily in response to the
overall economic environment.
Despite the lower interest yields
prevalent in the capital markets, the
DIF’s investment portfolio was still
able to maintain its weighted average

yield in excess of 6%, largely as a
result of DIF’s ability to expand the
average maturity of the previouslyhighlighted portfolio. Investment
income expanded $0.4 million,.
Interest yields in liquid securities
hovered in the 3-4% area – among
the lowest levels in recent years.
•

Total operating expenses increased
by $0.1 million or 27.8% in
2010. The expansion was largely
attributable to increased staff-related
costs and rent, as new hires in 2009
completed a full year of employment
in 2010. With respect to rent, the
BDIC in 2010 paid its first full year
of rent.

Premium income for the year was
approximately 1.8% higher, settling at $4.3
million. The increase was entirely primarily
attributable to the growth in insured deposits
since in BDIC has a fixed assessment rate
and does not currently link deposit insurance
premia to the risk profiles of insured
institutions. Insurance premia in the current
year are based on the average deposits held by
insured institutions over the previous year.
Gross operating expenses, including
salaries and benefits, totaled $0.5 million for
the year 2010, an increase of $0.1 million
compared to 2009’s total expenses figure of
$0.4 million. The increases in the expenses
outturn is largely as a result of increased
outlays for printing and stationery, staff-related
expenses and salaries, and utilities.
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Operating Expenses & Net Profit
For The Years 2008 - 2010

For the year
ended Dec 31
BDS$ thousands unless
otherwise indicated
Operating Expenses
Net Profit

Actual
2010
$

Actual
2008
$

Actual
2009
$

Change from
2009
$
%

558,389

406,765

286,724

112,953

27.8

5,022,182

4,728,928

3,803,718

331,895

7.0

Investment interest income was $1.3
million, an increase of $0.4 million or 37.1%
higher than in 2009. The expansion was
largely due to a larger investible portfolio
boosted by premium income, along with
the maintenance of the yields of acceptable
investment instruments in the domestic capital
markets. The portfolio is managed by the
BDIC in conjunction with the Central Bank of
Barbados under an investment management

agreement. The main aim of portfolio
management, as guided by the Investment
Policy, is the preservation of capital with due
regard to the maximisation of the Fund and
the appropriate liquidity management. The
portfolio is invested 100% in a mix of high
quality capital and money market securities.
At year-end, the weighted average yield on
investments was 6.4% compared with 6.6% and
6.7% for the two prior years.

Barbados Deposit Insurance Fund
For The Years 2008 - 2010

For the year
ended Dec 31
BDS$ thousands unless
otherwise indicated
Deposit Insurance Fund
% of sector deposits
Average sector insured
deposits (BDS $ ‘000.)
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Actual
2010
$

Actual
2009
$

Actual
2008
$

22,610,000

17,710,000

12,300,000

0.30

0.20

0.15

8,349,874

8,576,500

8,366,400
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Change from
2009
$
%
4,900,000

27.7
0.10

(226,626)

2.7

Independent Auditors’ Report
To the Directors of
Barbados Deposit Insurance Corporation
We have audited the accompanying consolidated financial statements of Barbados Deposit Insurance
Corporation, which comprise the consolidated statement of financial position as of December 31, 2010,
the consolidated statement of comprehensive income, consolidated statement of changes in equity and
consolidated statement of cash flows 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 consolidated 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 consolidated 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 misstatements.
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’ judgment, 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 auditor considers internal controls 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 controls. 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.
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Opinion
In our opinion the consolidated financial statements present fairly, in all material respects, the
consolidated financial position of Barbados Deposit Insurance Corporation as of December 31, 2010,
and its consolidated financial performance and its consolidated cash flows for the year then ended in
accordance with International Financial Reporting Standards.

Brian F Griffith & Co.
Chartered Accountants
February 28, 2011
Bridgetown, Barbados
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Barbados Deposit Insurance Corporation
Consolidated statement of financial position as at December 31, 2010
(Expressed in Barbados dollars)
2010
$

Notes
Assets
Non-current assets
Property, plant and equipment
Investment securities

Current assets
Cash and bank balances
Other receivables
Prepaid expenses

2(h) & 4
2(g) & 7

8
9

Total assets
Equity and liabilities
Equity attributable to owners
Paid up capital
Deposit Insurance Fund
Total equity
Current liabilities
Trade and other payables
Total current liabilities
Total equity and liabilities

6

2009
$

56,261
22,610,000

67,367
17,710,000

22,666,261

17,777,367

135,406
292,208
57

127,486
228,146
240

427,671

355,872

23,093,932

18,133,239

1,000,000
22,069,203
23,069,203

1,000,000
17,047,021
18,047,021

24,729
24,729

86,218
86,218

23,093,932

18,133,239

The accompanying notes form part of these consolidated financial statements.
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Barbados Deposit Insurance Corporation
Consolidated statement of changes in equity for the year ended
December 31, 2010
(Expressed in Barbados dollars)

Balance at January 1, 2009

Paid Up
Capital
$

Deposit
Insurance
Fund
$

1,000,000

12,318,093

13,318,093

0

4,728,928

4,728,928

1,000,000

17,047,021

18,047,021

0

5,022,182

5,022,182

1,000,000

22,069,203

23,069,203

Total comprehensive income 2009

Balance at December 31, 2009

Total comprehensive income 2010

Balance at December 31, 2010

The accompanying notes form part of these consolidated financial statements.
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Total
$

Barbados Deposit Insurance Corporation
Consolidated statement of comprehensive income for the year ended
December 31, 2010
(Expressed in Barbados dollars)

Notes

2010
$

2009
$

Income
Membership:
Annual premiums
Interest earned
Other

4,274,201
1,305,987
383

4,183,193
952,500
0

Total income

5,580,571

5,135,693

303,042
243,061
12,286

245,568
149,029
12,168

558,389

406,765

5,022,182

4,728,928

Expenses
Personnel costs
General and administrative costs
Depreciation

10
11
4

Total comprehensive income for the year

The accompanying notes form part of these consolidated financial statements.
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Barbados Deposit Insurance Corporation
Consolidated statement of cash flows for the year ended December 31, 2010
(Expressed in Barbados dollars)

2010
$

2009
$

Cash flows from operating activities
Total comprehensive income for the year
Adjustments for:
Depreciation
Investment income

12,286
(1,305,987)

12,168
(952,500)

Decrease in other receivables
Decrease/(increase) in prepaid expenses
Increase/(decrease) in current liabilities

3,728,481
0
183
(61,489)

3,788,596
122,900
(240)
69,917

Net cash from operating activities

3,667,175

3,981,173

Cash flows from investing activities
Purchase of property, plant and equipment
Purchase of investment securities
Interest received

(1,180)
(4,900,000)
1,241,925

(14,213)
(5,410,000)
901,729

Net cash used in investing activities

(3,659,255)

(4,522,484)

5,022,182

4,728,928

Net decrease in cash and cash equivalents for the period
Cash and cash equivalents, beginning of period

7,920
127,486

(541,311)
668,797

Cash and cash equivalents, end of period

135,406

127,486

Cash and cash equivalents comprise:
Cash and bank balances

135,406

127,486

135,406

127,486

The accompanying notes form part of these consolidated financial statements.
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Independent Auditors’ Report
On
The Deposit Insurance Fund
To the Directors of
Barbados Deposit Insurance Corporation
In accordance with Section 15, 1(b) of the Deposit Insurance Act, 2006, we have audited the statement
of the Deposit Insurance Fund of the Barbados Deposit Insurance Corporation for the year ended
December 31, 2010.
Management’s Responsibility for the Fund
Management is responsible for the preparation and fair presentation of the Deposit Insurance Fund in
accordance with International Financial Reporting Standards. This responsibility includes: designing,
implementing and maintaining internal control relevant to the preparation and fair presentation
of the fund that is 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 the Fund 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 Fund
is free from material misstatements.
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 the statement of the Deposit Insurance Fund presents fairly, in all material respects, the
financial position of the Fund as of December 31, 2010, and its financial performance for the year then
ended in accordance with International Financial Reporting Standards. .

Brian F Griffith & Co.
Chartered Accountants

February 28, 2011
Bridgetown, Barbados
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Barbados Deposit Insurance Corporation
Statement of the Deposit Insurance Fund for the year ended
December 31, 2010
(Expressed in Barbados dollars)

2010
$

Fund balance at beginning of the period
Income
Membership:
Annual premiums
Interest earned
Other
Total income
Expenses

Fund balance at end of the period

17,047,021

12,318,093

4,274,201
1,305,987
383

4,183,193
952,500
0

22,627,592
558,389

17,453,786
406,765

22,069,203

17,047,021

The accompanying notes form part of these consolidated financial statements.
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2009
$

Barbados Deposit Insurance Corporation
Notes to consolidated financial statements
December 31, 2010
(Expressed in Barbados dollars)

1. Incorporation and functions
The Barbados Deposit Insurance Corporation is an independent statutory body established
under the Deposit Insurance Act 2006-29, which was proclaimed on June 8, 2007.
The functions of the corporation are:a) To manage the Deposit Insurance Fund and to provide through that Fund, insurance up to
the insured limit against the loss of insured deposits.
b) To levy the initial contributions and premiums in relation to the Fund in accordance with
the Act.
c) To charge any fees necessary for the administration of the Act.
d) To act as a liquidator or manager of member institutions in accordance with the Act.
e) To facilitate the reorganization or takeover of a member institution pursuant to the
Financial Institutions Act in appropriate circumstances.
f) To carry out any other function that is necessary for the management of the Fund.
2. Significant accounting policies
a) Basis of preparation
These consolidated financial statements have been prepared in accordance with and comply
with International Financial Reporting Standards (IFRSs), and have been prepared under the
historical cost convention as modified by the revaluation of financial assets. The accounting
records reflect the activities of the Deposit Insurance Corporation and theresulting assets,
liabilities, income and expenses of the Corporation and the related Deposit Insurance Fund
it has been established to manage.

Barbados Deposit Insurance Corporation /

2010 ANNUAL REPORT

43

Barbados Deposit Insurance Corporation
Notes to consolidated financial statements
December 31, 2010
(Expressed in Barbados dollars)
2. Significant accounting policies (continued)
b) Use of estimates
The preparation of financial statements in conformity with IFRSs requires management to
make accounting estimates and assumptions that affect the application of the Corporation’s
accounting policies. Significant areas requiring the use of management estimates relate to the
reported amounts of assets and liabilities and their impairment at the date of the financial
statements and the reported amounts of income and expenditure during the reporting period.
Although these estimates are based on management’s best knowledge of current events and
actions, actual results could differ from those estimated.
c) Premium income
Premiums are determined by the amount of insurable deposits held by member institutions,
and are calculated based on the average deposits held at the end of each of the four quarters
of the preceding calendar year. Premiums are recorded annually based on the return of
insurable deposits submitted by member institutions, which is due by January 15 of each
year. Premiums are payable in two equal installments on February 15 and July 15 each year.
Premium income is recognized on the accrual basis.
d) Other receivables
Other receivables are carried at original amounts less provision made for impairment of
these receivables. A provision for impairment of other receivables is based upon objective
evidence that the Corporation will be unable to collect all amounts due according to the
original terms of the receivables.
e) Cash and cash equivalents
Cash and cash equivalents consist of highly liquid investments with original maturities of
twelve months or less and are carried in the statement of financial position at cost. For the
purpose of the statement of cash flows, cash and cash equivalents comprise cash and bank
balances.
f) Trade and other payables
Trade and other payables are stated at historical cost.
44
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Barbados Deposit Insurance Corporation
Notes to consolidated financial statements
December 31, 2010
(Expressed in Barbados dollars)
2. Significant accounting policies (continued)
g) Investment securities
The corporation classifies investments as held-to-maturity financial assets. Management
determines the appropriate classification of investments at the time of purchase. Held-tomaturity investments are non-derivative financial assets with fixed or determinable payments
and fixed maturities that the Corporation’s management has positive intention and ability
to hold to maturity. Where the Corporation sells other than an insignificant amount of heldto-maturity assets, the entire category would be compromised and reclassified as availablefor-sale.
h) Property, plant and equipment
Property, plant and equipment are stated at historical cost less accumulated depreciation.
Depreciation is provided on a straight-line basis at rates calculated to write off the cost of the
assets over their estimated useful lives. The rates used are as follows:Fixtures & fittings
- 10%
Office equipment
- 15%
Computer equipment - 25%
The carrying values of the Corporation’s assets are reviewed at each statement of financial
position date or whenever events or circumstances indicate impairment in carrying value have
occurred. Should impairment be indicated, recoverable value is estimated by management.
i) Interest earned
Interest earned is recognized in the statement of comprehensive income for all interest
bearing instruments on an accrual basis unless deemed uncollectible.
j) Financial instruments
Financial instruments are contracts that give rise to a financial asset of one entity and
a financial liability or equity instrument of another entity. Financial assets and financial
liabilities are recognized on the Corporation’s statement of financial position when the
Corporation becomes a party to the contractual provisions of the instrument.
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Barbados Deposit Insurance Corporation
Notes to consolidated financial statements
December 31, 2010
(Expressed in Barbados dollars)
2. Significant accounting policies (continued)
k) Comparative information
Certain comparative figures have been reclassified to conform with the current presentation.
These changes had no effect on the previously reported comprehensive income.
l) Risk management
The corporation might be exposed to certain risks, classified as follows:i)

Insurance risks – the risks of loss associated with insuring deposits, including costs
incurred in the event of an intervention in a failed or failing institution.

ii) Credit risks – the risks arising from a failure by counter parties to honour their obligation
causing a reduction of the amount of future cash inflows from financial assets on hand
at the statement of financial position date.
iii) Financial risks – the risks associated with managing the assets and liabilities of the
Corporation, including those that appear on and off the statement of financial
position.
iv) Operational risks – the risks of loss resulting from inadequate or failed internal processes,
people or systems, or from external events.
v)

Reputation risks – the risks of an event significantly affecting stakeholders’ perceived
trust and confidence in the corporation, and which could result in financial or other
loss to the corporation.

The Act establishes a Board of Directors, which shall be responsible for an appropriate
governance structure for the management of such risks.
3. Corporation taxes and Insurance Legislation
The Corporation is exempt from the payment of corporation tax, stamp duty or any other
impost and is also exempt from the provisions of the Insurance Act.
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Barbados Deposit Insurance Corporation
Notes to consolidated financial statements
December 31, 2010
(Expressed in Barbados dollars)
4. Property, plant and equipment
Fixtures &
Fittings
$

Office
Equipment
$

Computer
Equipment
$

Cost
Balance at January 1, 2010
Additions
Disposals

59,639
1,180
0

17,088
0
0

14,563
0
0

91,290
1,180
0

Balance at December 31, 2010

60,819

17,088

14,563

92,470

Depreciation
Balance at January 1, 2010
Charge for year
Disposals

12,476
6,082
0

7,132
2,563
0

4,315
3,641
0

23,923
12,286
0

Balance at December 31, 2010

18,558

9,695

7,956

36,209

Net Book Value
December 31, 2010

42,261

7,393

6,607

56,261

December 31, 2009

47,163

9,956

10,248

67,367

Total
2010
$

5. Central Bank of Barbados
The Central Bank provides the Barbados Deposit Insurance Corporation with accommodation
and administrative support. A current account is maintained with the Central Bank to which is
charged the cost of goods and services provided or paid for by the Central Bank.
6. Paid up capital
Under Section 13, (1) of the Deposit Insurance Act, 2006, the capital of the corporation shall
be a sum of not less than $1,000,000 which shall be subscribed by the Central Bank.

Barbados Deposit Insurance Corporation /

2010 ANNUAL REPORT

47

Barbados Deposit Insurance Corporation
Notes to consolidated financial statements
December 31, 2010
(Expressed in Barbados dollars)
7. Investment securities
Maturity
Date

2010
$

2009
$

Barbados Government Debenture - 6.875%

Sept. 30, 2020

3,000,000

3,000,000

Barbados Government Treasury Note - 6.500%

Sept. 30, 2016

8,800,000

8,800,000

Barbados Government Debenture - 7.750%

Dec. 31, 2020

500,000

500,000

Barbados Government Debenture - 6.125%

Sept. 30, 2021

400,000

400,000

Barbados Government Treasury Note - 6.000%

Sept. 30, 2016

2,950,000

2,950,000

Barbados Government Debenture - 6.250%

Dec. 31, 2019

2,060,000

2,060,000

Barbados Government Debenture - 7.375%

Dec. 31, 2027

300,000

0

Barbados Government Debenture - 6.625%

Sept. 30, 2020

1,200,000

0

Barbados Government Debenture - 7.750%

July 31, 2030

500,000

0

Barbados Government Treasury Note - 4.250%

June 30, 2013

500,000

0

Barbados Government Treasury Note - 6.500%

April 30, 2019

2,400,000

0

22,610,000 17,710,000
8. Cash and bank balances

Central Bank of Barbados:
Operating account
Premium account
Cash on hand
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2010
$

2009
$

134,184
675
547

122,232
4,805
449

135,406

127,486

Barbados Deposit Insurance Corporation
Notes to consolidated financial statements
December 31, 2010
(Expressed in Barbados dollars)
9. Other receivables

Interest receivable

2010
$

2009
$

292,208

228,146

2010
$

2009
$

638
49,800
10,476
4,846
11,825
13,300
198,383
1,798
1,500
10,476

0
59,280
8,730
0
8,687
16,293
143,784
0
937
7,857

303,042

245,568

10. Personnel costs

Administrative fees – pension and health
Directors’ fees
Entertainment allowance
Group life and health
National insurance
Pension
Salaries and wages
Staff training
Telephone allowance
Travelling and car maintenance
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Barbados Deposit Insurance Corporation
Notes to consolidated financial statements
December 31, 2010
(Expressed in Barbados dollars)
11. General and administrative costs

Advertising
Bank charges
Computer supplies
Conferences/official visits
Donations
Entertainment
Insurance
Internet, web development
Investment fees
Miscellaneous
Newspapers and magazines
Office rental
Office supplies
Postage and courier
Printing and stationery
Professional fees
Repairs and maintenance
Subscriptions
Telephone and fax
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2010
$

2009
$

4,516
89
178
32,015
3,000
2,825
1,273
8,438
20,000
589
44
103,791
3,084
372
14,774
14,100
7,091
19,832
7,050

782
96
17
13,874
0
1,050
0
0
30,000
1,666
0
34,535
2,223
26
8,353
13,800
3,576
31,349
7,682

243,061

149,029

Notes
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