
Five Years in Review

(In $ thousands, except share data) 2000 1999* 1998 1997 1996 

At Year End
Cash and deposits with banks 1,514,813 1,421,842 2,349,047 2,143,294 2,260,185

Investments 1,831,303 1,705,853 1,348,610 884,135 373,841

Loans 1,284,223 1,223,159 1,164,731 1,251,294 1,248,613

Premises and equipment 96,557 90,433 87,627 91,132 88,562

Total assets 4,794,012 4,512,543 5,008,116 4,429,387 4,074,442

Total deposits 4,337,782 3,901,151 4,614,060 4,076,913 3,681,921

Subordinated debt capital 75,000 75,000 75,000 – –

Shareholders' equity 250,197 241,012 235,782 255,854 281,252

For the Year
Net interest income 97,487 69,527 73,160 71,831 65,808

Fee and other income 83,368 80,050 75,085 67,064 59,544

Salaries and other staff benefits 75,520 67,969 69,896 67,143 59,472

Other non-interest expenses 50,448 45,200 49,591 42,163 37,059

Net income from 

continuing operations 54,887 36,408 28,758 29,589 28,821

Net income 40,347 36,408 2,482 8,111 29,017

Dividends declared 13,730 12,163 12,839 10,250 10,145

Financial Ratios
Return on assets # 0.9% 0.8% 0.1% 0.2% 0.7%

Return on shareholders' equity # 16.4% 15.6% 0.9% 2.9% 10.7%

Dividend payout ratio 34.0% 33.4% 517.3% 126.4% 35.0%

Total capital funds to 

total assets ratio 6.8% 7.3% 6.5% 6.0% 7.2%

Risk weighted capital ratio 13.2% 13.0% 13.2% 11.7% 11.0%

Efficiency ratio # 75.7% 75.7% 98.0% 93.1% 76.9%

Per Share ($)

Net income from continuing 

operations 3.02 1.92 1.42 1.45 1.42

Net income 2.22 1.92 0.12 0.40 1.43

Dividends 0.75 0.64 0.64 0.50 0.50

Net book value 14.13 12.86 11.84 12.43 13.81

Number of Employees
Bermuda 762 772 772 835 908

Overseas 351 353 372 386 426

Total 1,113 1,125 1,144 1,221 1,334

Shareholder Data
Number of shareholders 3,602 3,659 3,716 3,742 3,771

Number of shares (000)** 17,705 18,743 19,911 20,580 20,366

*1999 comparative figures

have been restated to

conform with current year

presentation.

** 1999 and 2000 number

of shares excludes shares

purchased by the Bank for

the Stock Option Trust.

# after losses from

discontinued operations.
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Management’s Financial Reporting Responsibility  

The Management of The Bank of N.T. Butterfield & Son Limited is responsible for the preparation of the
consolidated financial statements contained in this Annual Report. These financial statements have been
prepared in accordance with accounting principles generally accepted in Bermuda and Canada and, where
appropriate, are based on the best estimates and judgment of management.

Management has established and maintains a system of financial reporting and internal controls to provide
reasonable assurance that transactions are properly authorised and recorded, assets are protected against
unauthorised use or disposition and liabilities are recognised. These procedures include the careful selection
and training of qualified staff, the establishment of organisational structures providing an appropriate and
well-defined division of responsibilities, and the communication of policies and standards of business conduct
throughout the Bank.

The system of internal controls is further supported by a professional staff of internal auditors which
conducts periodic inspections of all aspects of the Bank’s operations. In addition, the Bank’s Head of Group
Internal Audit has full and free access to the Audit & Compliance Committee. 

The Audit & Compliance Committee of the Board of Directors, composed entirely of directors who are not
employees of the Bank, reviews the financial statements before such statements are approved by the Board of
Directors and submitted to the Bank’s shareholders.

Under the provisions of the Bermuda Monetary Authority Act 1969, the Bermuda Monetary Authority
is charged with the supervision of the Bank. Such supervision is in line with international practices and
combines a comprehensive system of statistical returns, providing a detailed breakdown of the balance
sheet and statement of income accounts of the Bank, and regular meetings with the senior management
of the Bank. Such regular reviews are intended to satisfy the Authority that the safety and interests of the
depositors, creditors and shareholders of the Bank are being duly observed and that the Bank is in a sound
financial condition.

PricewaterhouseCoopers, the shareholders’ independent auditors, have examined the consolidated financial
statements of the Bank in accordance with generally accepted auditing standards and have expressed their
opinion in their report to the shareholders. The auditors have unrestricted access to, and meet periodically
with, the Audit & Compliance Committee to review their findings regarding internal controls over the
financial reporting process, auditing matters and financial reporting issues.

M. Calum Johnston, FICB

President & Chief Executive Officer
18 August 2000
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Auditors’ Report to the Shareholders

Auditors’ Report to the Shareholders of The Bank of N.T. Butterfield & Son Limited

We have audited the consolidated balance sheet of The Bank of N.T. Butterfield & Son Limited as at 30
June, 2000 and the consolidated statements of income, changes in shareholders’ equity and cash flows for the
year then ended. These consolidated financial statements are the responsibility of the Ba n k’s management. Ou r
re s p o n s i b i l i t y is to express an opinion on these consolidated financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in Bermuda and Canada.
Those standards require that we plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial
position of the Bank as at 30 June, 2000 and the results of its operations and its cash flows for the year then
ended in accordance with accounting principles generally accepted in Bermuda and Canada.

Chartered Accountants
18 August, 2000

PricewaterhouseCoopers
Chartered Accountants
Dorchester House
7 Church Street
Hamilton
Bermuda HM 11
Telephone =1 (441) 295 2000
Facsimile =1 (441) 295 1242



B A N K  O F  B U T T E R F I E L D  2 0 0 0 A N N U A L  R E P O R T  

Consolidated Balance Sheet 

40

As at 30 June 2000 (In $ thousands) 2000 1999*

Assets
Cash and demand deposits with banks 63,697 17,175 

Term deposits with banks 1,451,116 1,404,667

Total cash and deposits with banks (note 2) 1,514,813 1,421,842

Investments (notes 1(c) and 3) 1,831,303 1,705,853

Loans (notes 1(d) and 4) 1,284,223 1,223,159

Premises and equipment (notes 1(e) and 5) 96,557 90,433

Accrued interest 38,455 31,121

Other assets 28,661 40,135

Total Assets 4,794,012 4,512,543

Liabilities
Demand deposits 1,559,272 1,294,963

Term deposits 2,778,510 2,606,188

Total deposits (note 7) 4,337,782 3,901,151

Securities sold under agreements to re p u rchase (note 1(h)) 54,822 207,584

Dividend payable 4,516 3,213

Accrued interest 9,215 15,938

Other liabilities 62,480 68,645

Total other liabilities 131,033 295,380

Subordinated debt capital (note 15) 75,000 75,000

Total Liabilities 4,543,815 4,271,531

Shareholders' Equity
Share capital 19,634 20,079

Share premium 25,542 32,514

General reserve 100,000 100,000

Retained earnings 136,718 110,101

Less: loan to stock option trust (note 17) (31,697) (21,682)

Total Shareholders' Equity 250,197 241,012

Total Liabilities and Shareholders' Equity 4,794,012 4,512,543

The accompanying
notes are an integral
part of these
consolidated financial
statements.

* 1999 comparative
figures have been
restated to conform
with current period
presentation.

James A. C. King, 
MD, FRCS(C), FACS, JP
Chairman of the Board

Robert J. Stewart,
B.Sc. (Econ.), FCIS,LL.B
Vice Chairman

M. Calum Johnston, FICB
President & Chief
Executive Officer
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Consolidated Statement of Income

The accompanying
notes are an integral
part of these
consolidated financial
statements.

* 1999 comparative
figures have been
restated to conform
with current period
presentation.

For the year ended 30 June 2000 (In $ thousands, except share data) 2000 1999*

Income
Interest income – deposits with banks 78,821 100,670 

Investment income 111,598 81,584 

Interest income – loans 108,671 81,870 

Interest income 299,090 264,124 

Interest expense 201,603 194,597

Net Interest Income 97,487 69,527 

Fees, commissions and service charges 25,028 28,857 

Management, brokerage, foreign exchange 

and corporate services fees 40,062 35,147 

Trust and executorship fees 15,216 12,850 

Other income 3,062 3,196 

Total Fees and Other Income 83,368 80,050 

Total Income 180,855 149,577 

Expenses
Salaries and other staff benefits 75,520 67,969 

Property 11,583 10,727 

Systems and communications 12,967 12,496 

Marketing 1,986 1,701 

Stationery and supplies 1,907 1,465 

Taxes 7,804 6,969 

Other expenses 14,201 11,842 

Total Expenses 125,968 113,169 

Net Income from Continuing Operations 54,887 36,408 

Loss from discontinued operations (note 18) (14,540) –

Net Income for the Year 40,347 36,408 

Net Income per Share (notes 1(i) and 1(j))

Including discontinued operations $ 2.22 $ 1.92 

Excluding discontinued operations $ 3.02 $ 1.92
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Consolidated Statement of Changes in Shareholders’ Equity
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The accompanying
notes are an integral
part of these
consolidated financial
statements.

For the year ended 30 June 2000 (In $ thousands, except share data) 2000 1999

Share Capital
Authorised: 30,000,000 shares of par value $1.00 each 30,000 30,000 

Issued:

Balance at Beginning of Year 

(2000: 20,079,396 shares; 1999: 19,910,847 shares) 20,079 19,911 

Dividend re-investment plan 

(2000: 166,969 shares; 1999: 168,549 shares) 167 168 

Share redemptions 

(2000: 612,303; 1999: Nil) – (note 19) (612) –

Balance at End of Year 

(19,634,062 shares; 1999: 20,079,396 shares) 19,634 20,079 

Share Premium
Balance at Beginning of Year 32,514 30,015 

Dividend re-investment plan 2,560 2,499 

Share redemptions – (note 19) (9,532) –

Balance at End of Year 25,542 32,514 

General Reserve
Balance at Beginning of Year 100,000 100,000 

Balance at End of Year 100,000 100,000 

Retained Earnings
Balance at Beginning of Year 110,101 85,856 

Net income for the year 40,347 36,408 

Dividends declared (13,730) (12,163)

Balance at End of Year 136,718 110,101 

Loan to Stock Option Trust
Balance at Beginning of Year 

(2000: 1,336,016 shares; 1999: Nil) (21,682) –

Loan advanced during year 

– (notes 1(i) and 17) (10,015) (21,682)

Balance at End of Year

(1,928,965 shares; 1999: 1,336,016 shares) (31,697) (21,682)

Total Shareholders’ Equity 250,197 241,012



Consolidated Statement of Cash Flows
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For the year ended 30 June 2000 (In $ thousands) 2000 1999*

Cash Flows From Operating Activities
Net income for the year 40,347 36,408 

Adjustments for:

Depreciation and amortisation 11,729 10,527 

Provision for credit losses 18,656 15,328 

Increase in accrued interest receivable (7,334) (7,776)

(Increase) decrease in other assets 11,221 (5,379)

Decrease in accrued interest payable (6,723) (4,832)

Increase (decrease) in other liabilities (6,165) 9,327

Cash flows from operations 61,731 53,603 

Cash Flows From Investing Activities
Term deposits with banks (46,449) 928,012

Net purchase of investments (125,450) (357,243)

Net increase in loans (79,720) (73,756)

Purchase of premises and equipment (17,600) (13,333)

Cash flows from (used in) investing activities (269,219) 483,680

Cash Flows From Financing Activities
Net increase in demand and term deposits 436,631 (510,129)

Securities sold under agreements to repurchase (152,762) 4,804

Dividends paid (12,427) (12,136)

Proceeds from dividend reinvestment plan 2,727 2,667 

Stock option trust loan (10,015) (21,682)

Redemption of shares (10,144) –

Cash flows from (used in) financing activities 254,010 (536,476)

Increase in cash and demand deposits with banks 46,522 807 

Cash and demand deposits with banks:

– Beginning of Year 17,175 16,368 

– End of Year 63,697 17,175

Interest Paid 205,868 199,429

Income Taxes Paid 1,857 1,571

The accompanying
notes are an integral
part of these
consolidated financial
statements.

* 1999 comparative
figures have been
restated to conform
with current period
presentation.
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Notes to Consolidated Financial Statements For the year ended 30 June 2000  
(All amounts are expressed in thousands 
of dollars unless otherwise stated)
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1 Significant Accounting 
P o l i c i e s

These consolidated financial statements are prepared in accordance with accounting principles generally accepted
in Bermuda and Canada. The preparation of financial statements in accordance with generally accepted
accounting principles requires management to make estimates and assumptions that affect reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities as at the date of the financial statements.
Estimates also affect the reported amounts of income and expenses for the reporting period. Actual results could
differ from those estimates. The following is a summary of those accounting policies considered to be significant:

(a)  Basis of Consolidation: The consolidated financial statements include the assets, liabilities and results of
operations of the Bank and all of its subsidiaries. Subsidiaries are companies which the Bank controls and are
normally those in which the Bank owns directly or indirectly more than 50% of the voting shares. The purchase
method is used to account for all business acquisitions. The difference between the acquisition cost of an
investment and the fair value of the net assets acquired represents goodwill which is amortised to income over a
period not to exceed 20 years.

The Bank’s interest in its joint venture is recognised using the pro p o rtionate consolidation method. Under this appro a c h
the Bank’s share of the joint venture’s assets, liabilities, revenues and expenses is reported on a line-by-line basis.

(b) Translation of Foreign Currencies: Assets and liabilities denominated in foreign currencies are translated
into Bermuda dollars at the rates of exchange prevailing at the balance sheet date.

All revenues and expenses denominated in foreign currencies are translated into Bermuda dollars at the average
rates of exchange prevailing throughout the year. Resulting gains or losses are included as foreign exchange
income in the Consolidated Statement of Income.

(c) Investments: Investment portfolio securities are securities where the Bank’s original intention is to hold to
maturity. They are carried at cost or amortised cost, adjusted to recognise other than temporary impairment in
the underlying value, except for money market mutual funds which are carried at market value which
approximates amortised cost. Investments held in the trading portfolio are carried at market value and any
adjustments to market value of these investments are included in the Consolidated Statement of Income. 

(d) Loans: Loans are stated net of unearned income and an allowance for credit losses. A loan is classified as
non-accrual when, in the opinion of management, there is reasonable doubt as to the ultimate collectability of a
portion of principal or interest. A loan is also classified as non-accrual when interest is contractually 90 days past
due, unless there is no reasonable doubt as to the collectability of both principal and interest. When a loan is
classified as non-accrual, accrued but uncollected interest is reversed against income. Thereafter, interest income
is recognised on a cash basis only after specific provisions for losses have been recovered and provided there is
no further doubt as to the collectability of principal. Non-accrual loans may revert to performing status when all
payments become fully up-to-date and, in the opinion of management, there is no reasonable doubt as to the
ultimate collectability of the principal or interest.

All non-accrual loans are considered to be impaired loans. The allowance for credit losses for all significant
impaired loans is determined by discounting the estimated future cash flows using the inherent interest rate or
the fair value of collateral for certain collateral dependent loans. The allowance for credit losses for all other
impaired loans is based on management’s best estimate of future losses arising from these loans. The adequacy
of the reserve is reviewed regularly by management taking into consideration matters such as current economic
conditions, past loss experience, known and inherent risks in the portfolio, adverse circumstances that may affect
a borrower’s ability to pay and other relevant factors. This evaluation is inherently subjective, as it requires material
estimates including the amount and timing of future cash flows expected to be received on impaired loans which
may be susceptible to significant change. 

A general provision for credit losses is established, based on prudent management estimation, in respect of loans
for which individual specific provisions cannot yet be determined. 

(e) Premises and Equipment: Land is carried at cost. Premises, equipment and leasehold improvements are
carried at cost less accumulated depreciation and/or amortisation. Depreciation and amortisation are calculated
using the straight-line method over the estimated useful lives of the related assets, which are up to 50 years for
buildings, up to 10 years for furniture, up to 5 years for computers and equipment and, in the case of leasehold
improvements, the term of the lease.

(f) Retirement Plans: The Bank maintains a non-contributory defined benefit pension plan for substantially all
employees, except those in Cayman. Benefits are primarily based on the employee’s years of credited service and
average annual salary as defined in the plan. Annual changes in net pension assets or obligations arising from
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2 Cash and Deposits 
with Banks

experience gains or losses, changes in assumptions, and plan amendments, and the net pension asset at the date
the policy was implemented, are amortised on a straight-line basis over the expected average remaining service
life of the employees covered by the plan, which in 2000 was fourteen years. The cumulative difference between
pension expense and the funding contributions is reported in other assets.

The Bank provides post-retirement medical benefits for substantially all retired employees. Effective 1 July 1997,
the Bank retroactively adopted the accrual basis of accounting for these benefits whereby an accrual is made for
the present value of the future benefits to be provided, in the reporting period in which the employee has
provided the related service. Annual changes in the post-retirement medical benefit obligation arising from
actuarial gains and losses, changes in assumptions and plan amendments are amortised on a straight-line basis
over the expected average remaining service life to full eligibility age of employees covered by the plan, which in
2000 is thirteen years.

(g) Derivatives: Derivatives are used for asset and liability management and proprietary trading purposes and
also to provide clients with the ability to manage their own market risk exposures. The most frequently used
derivative products are foreign exchange contracts and interest rate swaps.

Asset and liability management derivatives are used to manage the Bank’s own exposure to interest rate and
foreign exchange risks which arise from the Bank’s balance sheet positions. Realised gains or losses on these
derivatives are deferred and amortised over the remaining life of the related positions. The amortised gains or
losses are included in interest income. Unrealised gains and losses are not recognised.

Proprietary trading derivatives are marked to market and realised and unrealised gains and losses are included in
interest income.

( h ) Securities Sold Under Agreements to Repurc h a s e : Securities sold under agreements to re p u rchase arise
o n the sale of a security with the commitment by the Bank to repurchase the security at a specified price and are
carried at cost on the Consolidated Balance Sheet. The difference between the sale price and the agreed
repurchase price is recorded as an interest expense.

(i) Loan to Stock Option Trust: The loan made to finance the acquisition of shares by the Stock Option Trust
is shown as a deduction from shareholders’ equity, and dividends paid on the acquired shares are deducted in
arriving at dividends paid reflected in the Statements of Changes in Shareholders’ Equity and Cash Flows. The
weighted average number of shares outstanding used in the calculation of earnings per share is calculated after
deducting the shares held by the Stock Option Trust during the year.

(j) Net Income Per Share: Net income per share has been calculated using the weighted average number of
shares outstanding during the year as described in 1(i) above. Fully diluted net income per share, calculated after
giving effect to the potential dilution arising from the existence of stock options, is not materially different from
the net income per share disclosed in the Consolidated Statement of Income. 

A summary of cash and deposits with banks as at 30 June follows:

(In $ thousands) 2 0 0 0 1 9 9 9

Cash and demand deposits 6 3 , 6 9 7 1 7 , 1 7 5
Te rm deposits maturing within six months 1 , 3 0 5 , 2 3 0 1 , 3 5 4 , 0 3 3
Te rm deposits maturing within six to twelve months 1 4 5 , 8 8 6 5 0 , 6 3 4

To t a l 1 , 5 1 4 , 8 1 3 1 , 4 2 1 , 8 4 2
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3 I n v e s t m e n t s

4 L o a n s

(a) Maturity: A summary of investments as at 30 June follows:

* Instruments with no specific maturity date are listed as Over 10 years.

All of the above amounts are held in the investment portfolio and are carried at amortised cost with the exception
of the trading portfolio which amounts to $14,270 ($27,317 in 1999), and is carried at market value. Actual
maturities may differ from the stated maturities reflected above because certain investments may have call or
prepayment features.

(b) Market Value Summary

Marketable Securities, excluding mutual funds/equity investments include $478,441 ($419,025 in 1999) of fixed
rate instruments and $1,330,093 ($1,247,549 in 1999) of floating rate instruments. The approximate yield on
the floating rate securities as at 30 June 2000 was 6.70% (5.24% in 1999), while the approximate yield on the
fixed rate securities was 6.33% (6.38% in 1999). Unrealised gains were $628 ($387 in 1999) and unrealised
losses were $17,335 ($8,499 in 1999).

An analysis of loans, net of allowance for credit losses, as at 30 June follows:

Wi t h i n 1 To 3 3 To 5 5 To 10 Over 10
30 June 2000 (In $ thousands) 1 Ye a r Ye a r s Ye a r s Ye a r s Ye a r s* To t a l

Marketable Securities
US Govern m e n t – 5 0 , 0 0 0 – 1 0 , 0 2 3 9,013 69,036 
Other OECD Govern m e n t s 1 4 , 0 2 1 2 2 , 5 7 9 – 1 0 0 – 3 6 , 7 0 0
Financial institution debt   2 2 4 , 4 9 0 7 1 6 , 3 6 9 3 0 1 , 3 5 1 2 , 4 0 0 – 1 , 2 4 4 , 6 1 0
Corporate and asset backed debt 3 4 , 5 4 0 1 5 6 , 9 9 1 1 4 2 , 5 4 5 4 2 , 6 1 2 6 8 , 2 1 7 4 4 4 , 9 0 5
Non OECD Govern m e n t s – – – 1 3 , 2 8 3 – 1 3 , 2 8 3
Mutual fund/

equity investments – – – – 2 2 , 7 6 9 2 2 , 7 6 9

Total 2 7 3 , 0 5 1 9 4 5 , 9 3 9 4 4 3 , 8 9 6 6 8 , 4 1 8 9 9 , 9 9 9 1 , 8 3 1 , 3 0 3

Wi t h i n 1 To 3 3 To 5 5 To 10 Over 10
30 June 1999 (In $ thousands) 1 Ye a r Ye a r s Ye a r s Ye a r s Ye a r s* To t a l

Marketable Securities
US Government – 3 2 , 4 4 3 5 6 , 6 3 2 2 , 5 0 0 2 , 0 0 0 9 3 , 5 7 5
Other OECD Governments    194,821  30,687   –   –    –     2 2 5 , 5 0 8
Financial institution debt    1 5 2 , 4 6 8 5 1 2 , 4 6 2 2 4 1 , 6 9 3 4 , 9 9 5 – 9 1 1 , 6 1 8
Corporate and asset backed debt  9 8 , 0 1 5 1 5 6 , 5 1 5 1 4 3 , 0 1 0 38,333   –     4 3 5 , 8 7 3
Mutual fund/

equity investments  –   –   –   – 39,279      3 9 , 2 7 9

Total 4 4 5 , 3 0 4 7 3 2 , 1 0 7 4 4 1 , 3 3 5 4 5 , 8 2 8 4 1 , 2 7 9 1 , 7 0 5 , 8 5 3

(In $ thousands) 30 June 2000 30 June 1999 

C a rry i n g U n re a l i s e d M a r k e t C a rry i n g U n re a l i s e d M a r k e t
Va l u e G a i n / ( L o s s) Va l u e Va l u e G a i n / ( L o s s) Va l u e

Marketable Securities
US Govern m e n t 6 9 , 0 3 6 ( 6 3 5) 6 8 , 4 0 1 9 3 , 5 7 5 ( 2 , 7 5 5) 9 0 , 8 2 0
Other OECD Governments   3 6 , 7 0 0 ( 9) 3 6 , 6 9 1 2 2 5 , 5 0 8 ( 1 , 1 5 1) 2 2 4 , 3 5 7
Financial institution debt   1 , 2 4 4 , 6 1 0 ( 6 , 2 8 8) 1 , 2 3 8 , 3 2 2 9 1 1 , 6 1 8 ( 1 , 1 3 2) 9 1 0 , 4 8 6
Corporate and asset backed debt  4 4 4 , 9 0 5 ( 9 , 9 4 9) 4 3 4 , 9 5 6 435,873   ( 3 , 0 7 9)   4 3 2 , 7 9 4
Non OECD Govern m e n t s 1 3 , 2 8 3 2 1 4 1 3 , 4 9 7 – – –
Mutual fund/

equity investments  2 2 , 7 6 9 ( 4 0) 2 2 , 7 2 9 39,279   5    3 9 , 2 8 4

Total 1 , 8 3 1 , 3 0 3 ( 1 6 , 7 0 7) 1 , 8 1 4 , 5 9 6 1 , 7 0 5 , 8 5 3 ( 8 , 1 1 2) 1,697,741      

(In $ thousands) 2 0 0 0 1 9 9 9

M o rt g a g e s 6 1 4 , 1 4 4 5 5 1 , 9 5 0
Personal, commercial and other loans             6 7 0 , 0 7 9 6 7 1 , 2 0 9

Total 1 , 2 8 4 , 2 2 3 1 , 2 2 3 , 1 5 9
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5 P remises and Equipment

The split of the mortgage book between Bermuda and overseas is as follows:

The split of the personal, commercial and other loan portfolios is as follows:

The principal means of securing personal, commercial and other loans are charges over assets and guarantees.
Mortgage loans are generally repayable over fifteen years and personal, commercial and other loans are generally
repayable over terms not exceeding five years. The effective yield on total loans as at 30 June 2000 is 8.8% (8%
in 1999).

At 30 June 2000 the Bank had non-accrual loans amounting to $18,781 ($52,108 in 1999) and an allowance for
credit losses of $22,350 ($34,623 in 1999). The allowance for credit losses is deducted in arriving at the net loan
figure shown in the Consolidated Balance Sheet. 

The movement in the allowance for credit losses during the year was as follows:

An analysis of loans, net of the allowance for credit losses, by geographical location of the Bank’s operation as
at 30 June follows:

A summary of premises and equipment as at 30 June follows:

(In $ thousands) 2 0 0 0 1 9 9 9

B e rm u d a 4 9 2 , 1 7 0 4 5 5 , 6 4 2
Overseas           1 2 1 , 9 7 4 9 6 , 3 0 8

To t a l 6 1 4 , 1 4 4 5 5 1 , 9 5 0

(In $ thousands)           2 0 0 0 1 9 9 9

B e rm u d a 5 4 6 , 9 1 1 5 1 8 , 1 4 4
Overseas         1 2 3 , 1 6 8 1 5 3 , 0 6 5

To t a l 6 7 0 , 0 7 9 6 7 1 , 2 0 9

(In $ thousands) 2000 1999 

Balance at Beginning of Ye a r 3 4 , 6 2 3 3 7 , 6 1 1
P rovision for credit losses     1 8 , 6 5 6 1 5 , 3 2 8
Loans written off     ( 3 0 , 9 2 9) ( 1 8 , 3 1 6)

Balance at End of Ye a r 2 2 , 3 5 0 3 4 , 6 2 3

This is re p resented by:
Specific pro v i s i o n s 5 , 7 6 3 2 0 , 7 4 4
General pro v i s i o n s 1 6 , 5 8 7 1 3 , 8 7 9

To t a l 2 2 , 3 5 0 3 4 , 6 2 3

(In $ thousands)  2 0 0 0 1 9 9 9

B e rm u d a 1 , 0 3 9 , 0 8 1 9 7 3 , 7 8 6
United Kingdom         – 6 4 , 0 3 4
G u e rn s e y 8 6 , 1 5 3 5 5 , 4 4 5
C a y m a n 1 5 8 , 8 1 2 1 2 9 , 2 9 2
Hong Kong   1 7 7 6 0 2

To t a l 1 , 2 8 4 , 2 2 3 1 , 2 2 3 , 1 5 9

A c c u m u l a t e d
D e p reciation & Net Book Net Book      

(In $ thousands) C o s t A m o rtisation      Value 2000 Value 1999

L a n d 1 0 , 8 8 5 – 1 0 , 8 8 5 9 , 1 2 7
Buildings                             7 6 , 3 6 8 1 5 , 6 0 2 6 0 , 7 6 6 5 1 , 1 5 3
Equipment                   7 0 , 2 9 0 4 5 , 3 8 4 2 4 , 9 0 6 3 0 , 1 5 3

To t a l 1 5 7 , 5 4 3 6 0 , 9 8 6 9 6 , 5 5 7 9 0 , 4 3 3



Depreciation and amortisation charged to operating expenses for the year ended 30 June 2000 was $11,476
($10,527 in 1999).

There is a trusteed, non-contributory pension plan covering substantially all employees of the Bank and its
subsidiaries, except Cayman. 

The market value of pension plan assets as at 30 June 2000 was $76,033 ($69,759 in 1999), and the present value
of accrued pension benefits attributable to services re n d e red up to that date was $67,366 ($62,217 in 1999).
Actuarial valuations of the plan are made every two years; the most recent of which was as at 30 June 1998.

Total pension expense recorded for the year was $2,748 ($2,627 in 1999) and is charged to operating expenses.
The cumulative difference between the funding contributions and pension expense has been reflected in Other
Assets in the Consolidated Balance Sheet as a deferred charge of $2,607 as at 30 June 2000 ($2,244 in 1999).

An analysis of deposits as at 30 June follows:

The effective yield on deposits as at 30 June 2000 is 4.3% (4.4% at 30 June 1999).

Securities and properties (other than cash deposits directly with the Bank and its subsidiaries) held in a trust,
agency or fiduciary capacity for customers, including mutual funds, are not included in the Consolidated Balance
Sheet as they are not the property of the Bank or its subsidiaries. The value of assets under administration as at
30 June 2000 was estimated to be $34.10 billion ($30.75 billion in 1999). 

The Bank was contingently liable for letters of credit, guarantees, and other contracts amounting to $447,986 as
at 30 June 2000 ($424,565 in 1999) of which $408,107 was fully collateralised ($344,031 in 1999).

The Bank’s commitment for undrawn lines of credit amounted to $321,908 as at 30 June 2000 ($152,496 in 1999).

There are a number of actions and legal proceedings pending against the Bank and its subsidiaries which arose
in the normal course of its business. Management, after reviewing all actions proceeding, pending against or
involving the Bank and its subsidiaries, considers that the resolution of these matters would not be material to
the consolidated financial position of the Bank.

a) Operating Segments: The Bank has adopted the accounting requirements relating to the presentation of
operating segments based upon its internal management reporting structure. Management has identified its
reportable segments based upon the geographic location of the Bank’s operations except that Bermuda is further
subdivided based on products and services into Community Banking, including Treasury operations, Asset
Management and Real Estate and the Bank’s proportionate share of the assets, liabilities, income and expenses
of its joint venture, ProServe Bermuda Limited. Accounting policies of the reportable segments are the same as
those described in note 1.The following changes of note occurred during the period under review:

i) On 7 January 2000 ANZ Bank (Guernsey) Limited and ANZ Nominees (Guernsey) Limited were acquired by the
B a n k ’s Guernsey subsidiary, Bank of Butterfield International (Guernsey) Limited. The companies had assets of $419.6
million and liabilities of $388.4 million at the time of acquisition and were acquired for a cash consideration of $39.4
million, with the resultant goodwill of $8.2 million being amortised over 15 years.

ii) On 16 June 2000 the Bank sold Davenham Group Plc at a small premium over book value. Accordingly, the
United Kingdom results for the year include income up to the date of sale.
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6 Pension Plan

7 D e p o s i t s

8 Assets Under 
A d m i n i s t r a t i o n

9 Contingent Liabilities 
and Commitments 

1 0 Segmented Inform a t i o n

(In $ thousands)                2 0 0 0 1999 

D e m a n d 1 , 5 5 9 , 2 7 2 1 , 2 9 4 , 9 6 3
Te rm deposits maturing within six months    2 , 4 2 3 , 0 3 6 2 , 2 9 8 , 1 0 0
Te rm deposits maturing within six to twelve months      1 1 7 , 5 9 2 8 9 , 7 7 4
Te rm deposits maturing after twelve months                 2 3 7 , 8 8 2 2 1 8 , 3 1 4

To t a l 4 , 3 3 7 , 7 8 2 3 , 9 0 1 , 1 5 1
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Operating segment information follows: 

Total Assets (In $ thousands) 2 0 0 0 1 9 9 9

Community Banking 2 , 9 0 9 , 8 9 2 3,043,289   
Asset Management 3 4 , 8 5 6 45,162 
Real Estate 5 4 , 9 9 3 47,610 

Total Berm u d a 2 , 9 9 9 , 7 4 1 3 , 1 3 6 , 0 6 1

C a y m a n 9 5 5 , 1 8 2 8 2 7 , 7 9 7
G u e rn s e y 6 9 0 , 9 0 7 376,696 
United Kingdom – 5 8 , 3 7 0
Hong Kong 1 2 6 , 2 5 2 7 9 , 2 5 7

Total Overseas 1 , 7 7 2 , 3 4 1 1 , 3 4 2 , 1 2 0

Total Continuing Operations 4 , 7 7 2 , 0 8 2 4,478,181 

Discontinued Operations 2 1 , 9 3 0 3 4 , 3 6 2

To t a l 4 , 7 9 4 , 0 1 2 4 , 5 1 2 , 5 4 3

Fees and A m o rt i s a t i o n
Business Area Analysis Net Interest Income O t h e r To t a l O t h e r of Capital To t a l Net 
2000 (In $ thousands) Customer I n t e r s e g m e n t I n c o m e I n c o m e E x p e n s e s A s s e t s E x p e n s e s I n c o m e

Community Banking 6 3 , 7 7 9 ( 4 8 8) 2 7 , 4 4 7 9 0 , 7 3 8 6 5 , 2 1 4 6 , 9 3 1 7 2 , 1 4 5 1 8 , 5 9 3
Asset Management 2 , 9 6 3 2 3 9 2 8 , 3 9 9 3 1 , 6 0 1 2 2 , 9 6 2 5 3 3 2 3 , 4 9 5 8 , 1 0 6
Real Estate – ( 6 5 1) 8 , 4 4 8 7 , 7 9 7 4 , 3 0 9 2 , 0 1 1 6 , 3 2 0 1 , 4 7 7

Total Berm u d a 6 6 , 7 4 2 ( 9 0 0) 6 4 , 2 9 4 1 3 0 , 1 3 6 9 2 , 4 8 5 9 , 4 7 5 1 0 1 , 9 6 0 2 8 , 1 7 6

C a y m a n 1 9 , 1 9 5 1 , 3 8 0 1 7 , 4 0 7 3 7 , 9 8 2 1 5 , 1 7 8 1 , 4 4 5 1 6 , 6 2 3 2 1 , 3 5 9
G u e rn s e y 2 , 6 7 2 1 , 8 6 9 6 , 9 0 1 1 1 , 4 4 2 8 , 1 0 6 4 0 2 8 , 5 0 8 2 , 9 3 4
United Kingdom 8 , 3 4 0 ( 2 , 5 2 1) 4 9 6 6 , 3 1 5 4 , 0 7 3 2 2 9 4 , 3 0 2 2 , 0 1 3
Hong Kong 5 3 8 1 7 2 4 , 7 0 0 5 , 4 1 0 4 , 8 2 7 1 7 8 5 , 0 0 5 4 0 5

Total Overseas 3 0 , 7 4 5 9 0 0 2 9 , 5 0 4 6 1 , 1 4 9 3 2 , 1 8 4 2 , 2 5 4 3 4 , 4 3 8 2 6 , 7 1 1

G ross To t a l 9 7 , 4 8 7 – 9 3 , 7 9 8 1 9 1 , 2 8 5 1 2 4 , 6 6 9 1 1 , 7 2 9 1 3 6 , 3 9 8 5 4 , 8 8 7

Less: Intersegment 
eliminations, principally 
rent and management fees – – ( 1 0 , 4 3 0) ( 1 0 , 4 3 0) ( 1 0 , 4 3 0) – ( 1 0 , 4 3 0) –

Total Before 
Discontinued Operations 9 7 , 4 8 7 – 8 3 , 3 6 8 1 8 0 , 8 5 5 1 1 4 , 2 3 9 1 1 , 7 2 9 1 2 5 , 9 6 8 5 4 , 8 8 7

Discontinued Operations ( 1 4 , 5 4 0) – – ( 1 4 , 5 4 0) – – – ( 1 4 , 5 4 0)

Total After 
Discontinued Operations 8 2 , 9 4 7 – 8 3 , 3 6 8 1 6 6 , 3 1 5 1 1 4 , 2 3 9 1 1 , 7 2 9 1 2 5 , 9 6 8 4 0 , 3 4 7

Business Area Analysis 
1999 (In $ thousands)

Community Banking 4 4 , 9 9 2 ( 1 , 2 4 6) 2 7 , 9 5 2 7 1 , 6 9 8 5 6 , 4 6 5 6 , 6 1 2 6 3 , 0 7 7 8 , 6 2 1
Asset Management 3 , 2 1 7 ( 7 0 8) 2 5 , 5 9 4 2 8 , 1 0 3 2 1 , 5 2 1 5 4 3 2 2 , 0 6 4 6 , 0 3 9
Real Estate – ( 4 5 8) 7 , 3 2 8 6 , 8 7 0 3 , 3 3 7 2 , 0 1 7 5 , 3 5 4 1 , 5 1 6

Total Berm u d a 4 8 , 2 0 9 ( 2 , 4 1 2) 6 0 , 8 7 4 1 0 6 , 6 7 1 8 1 , 3 2 3 9 , 1 7 2 9 0 , 4 9 5 1 6 , 1 7 6

C a y m a n 1 3 , 3 8 0 3 , 1 1 2 1 3 , 3 3 1 2 9 , 8 2 3 1 2 , 6 6 3 1 , 1 1 9 1 3 , 7 8 2 1 6 , 0 4 1
G u e rn s e y 1 , 2 8 6 1 , 8 7 2 5 , 9 1 2 9 , 0 7 0 6 , 3 4 9 3 8 2 6 , 7 3 1 2 , 3 3 9
United Kingdom 5 , 4 2 9 ( 2 , 3 7 9) 3 , 3 1 2 6 , 3 6 2 4 , 1 5 9 2 4 7 4 , 4 0 6 1 , 9 5 6
Hong Kong 1 , 2 2 3 ( 1 9 3) 4 , 0 4 1 5 , 0 7 1 5 , 0 2 2 1 5 3 5 , 1 7 5 ( 1 0 4)

Total Overseas 2 1 , 3 1 8 2 , 4 1 2 2 6 , 5 9 6 5 0 , 3 2 6 2 8 , 1 9 3 1 , 9 0 1 3 0 , 0 9 4 2 0 , 2 3 2

G ross To t a l 6 9 , 5 2 7 – 8 7 , 4 7 0 1 5 6 , 9 9 7 1 0 9 , 5 1 6 1 1 , 0 7 3 1 2 0 , 5 8 9 3 6 , 4 0 8

Less: Intersegment 
eliminations, principally 
rent and management fees – – ( 7 , 4 2 0) ( 7 , 4 2 0) ( 6 , 8 7 4) ( 5 4 6) ( 7 , 4 2 0) –

Total 6 9 , 5 2 7 – 8 0 , 0 5 0 1 4 9 , 5 7 7 1 0 2 , 6 4 2 1 0 , 5 2 7 1 1 3 , 1 6 9 3 6 , 4 0 8



B A N K  O F  B U T T E R F I E L D  2 0 0 0 A N N U A L  R E P O R T  50

Included within interest paid, other income and other expenses for Bermuda in 2000 are certain charges
aggregating $1,527 relating to the internal reconciliation process, and included within other expenses for
Guernsey and UK is income tax expense of $781 ($589 in 1999) and $1,076 ($982 in 1999), respectively.
Transactions between operating segments principally include interbank deposits and rent which are recorded
based upon market rates and management fees, which are recorded based on the cost of the services provided.

(b) Revenues by Products and Services: The principal sources of total interest income are deposits with banks,
loans to customers and investments, and are disclosed separately in the Statement of Income. Fee income by
products and services is as follows:

Fees, commissions and service charges comprise principally fees from loans and other banking transactions.

(a) Notional Amounts: The following table provides the aggregate notional amounts of derivative contracts
outstanding at 30 June listed by type and divided between those used for trading and those used in managing
the Bank’s asset and liability risk management (ALM) exposures. The notional principal amounts of these contracts
do not represent the potential gain or loss associated with the positions, but rather the amount to which a rate
or price is applied to determine the amount of cash flows to be exchanged.

(b) Fair Value: The following table shows the mark to market fair value of all derivative contracts outstanding as at
30 June. This is defined as the profit (loss) associated with replacing the derivative contracts at prevailing market prices.

(In $ thousands) 2000 1 9 9 9

Fees, commissions and service charg e s 2 5 , 0 2 8 2 8 , 8 5 7
Trust and executorship fees 1 5 , 2 1 6 1 2 , 8 5 0
Investment services revenues, including bro k e r a g e 1 6 , 4 0 3 1 4 , 0 2 3
Corporate administration and finance 1 0 , 5 2 6 9 , 1 3 6
F o reign exchange re v e n u e 1 3 , 1 3 3 1 1 , 9 8 8
Other income 3 , 0 6 2 3 , 1 9 6

Total Fee Income 8 3 , 3 6 8 8 0 , 0 5 0

30 June 2000 30 June 1999
To t a l To t a l To t a l
(In $ thousands) Tr a d i n g A L M Value Tr a d i n g A L M Va l u e

I n t e rest Rate Contracts
O v e r-the-Counter Tr a d e d
I n t e rest rate swaps   – 9 0 , 3 7 3 9 0 , 3 7 3 – 3 3 4 , 7 9 2 3 3 4 , 7 9 2

To t a l – 9 0 , 3 7 3 9 0 , 3 7 3 – 3 3 4 , 7 9 2 3 3 4 , 7 9 2

F o reign Exchange Contracts
Spot and forw a rds   3 6 , 4 3 1 1 7 3 , 1 3 5 2 0 9 , 5 6 6 1 1 0 , 1 3 0 9 2 , 1 7 9 2 0 2 , 3 0 9

Total 3 6 , 4 3 1 1 7 3 , 1 3 5 2 0 9 , 5 6 6 1 1 0 , 1 3 0 9 2 , 1 7 9 2 0 2 , 3 0 9

Total Notional Financial
Derivatives Outstanding 3 6 , 4 3 1 2 6 3 , 5 0 8 2 9 9 , 9 3 9 1 1 0 , 1 3 0 4 2 6 , 9 7 1 5 3 7 , 1 0 1

30 June 2000 30 June 1999

(In $ thousands) P o s i t i v e N e g a t i v e Net P o s i t i v e N e g a t i v e N e t

Derivative Financial Instru m e n t s
I n t e rest rate swaps 1 , 6 9 7 8 2 9 8 6 8 2 , 0 6 1 1 , 1 4 5 9 1 6
Spot and forw a rd foreign 

e x c h a n g e 9 2 1 1 8 9 7 3 2 1 , 1 8 7 8 1 , 1 7 9

1 1 Derivative Financial 
I n s t ru m e n t s
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(c) Remaining Maturity: The following table summarises the remaining term maturity of the notional amounts
of the Bank’s derivative instruments by type:

(d) Replacement: The following table reflects the replacement cost of all derivative contracts outstanding as at
30 June. This is defined as the cost of replacing, at current market rates, all contracts which have a positive fair
value (unrealised gains) and amounts receivable on derivative contracts.

Net realised losses on derivative contracts designated as hedges during 2000 were $562 ($1,978 gain in 1999).
Interest income for the year ended 30 June 2000 also included net amortised losses of $45 from hedging activity
(amortised losses of $293 from hedging activity in 1999).

The Bank uses various off-balance sheet derivative contracts in the management of its assets and liability
positions, for trading purposes and as a market maker for its clients’ needs. The Bank enters into foreign
exchange contracts as a market maker, for asset and liability management and to facilitate the needs of its
customers. Interest rate contracts are used for trading and asset and liability management purposes. These
contracts are financial instruments, the value of which is derived from underlying assets or interest and exchange
rates. Such financial instruments used by the Bank include:

30 June 2000 (In $ thousands) 0-6 mths 6-12 mths 1-3 years 3-5 years 5-10 years Total     

I n t e rest Rate Contracts
I n t e rest rate swaps                  2 2 , 6 9 9 – 4 5 , 2 5 0 8 , 9 2 4 1 3 , 5 0 0 9 0 , 3 7 3

To t a l 2 2 , 6 9 9 – 4 5 , 2 5 0 8 , 9 2 4 1 3 , 5 0 0 9 0 , 3 7 3

F o reign Exchange Contracts
Spot and forw a rd s 2 0 8 , 3 6 0 1 , 2 0 6 – – – 2 0 9 , 5 6 6

To t a l 2 0 8 , 3 6 0 1 , 2 0 6 – – – 2 0 9 , 5 6 6

Total by Remaining Maturity 2 3 1 , 0 5 9 1 , 2 0 6 4 5 , 2 5 0 8 , 9 2 4 1 3 , 5 0 0 2 9 9 , 9 3 9

30 June 1999 (In $ thousands)

I n t e rest Rate Contracts
I n t e rest rate swaps  1 3 8 , 0 9 4 1 3 5 , 6 0 6 4 2 , 0 9 3 1 8 , 9 9 9 – 334,792     

To t a l 1 3 8 , 0 9 4 1 3 5 , 6 0 6 4 2 , 0 9 3 1 8 , 9 9 9 – 3 3 4 , 7 9 2

F o reign Exchange Contracts
Spot and forw a rd s 2 0 2 , 3 0 9 – – – – 2 0 2 , 3 0 9

To t a l 2 0 2 , 3 0 9 – – – – 2 0 2 , 3 0 9

Total by Remaining Maturity 3 4 0 , 4 0 3 1 3 5 , 6 0 6 4 2 , 0 9 3 1 8 , 9 9 9 – 5 3 7 , 1 0 1

30 June 2000 30 June 1999
To t a l To t a l To t a l
(In $ thousands) Tr a d i n g A L M Value Tr a d i n g A L M Va l u e

I n t e rest Rate Contracts
I n t e rest rate swaps – 1 , 6 9 7 1 , 6 9 7 – 2 , 0 6 1 2 , 0 6 1

To t a l – 1 , 6 9 7 1 , 6 9 7 – 2 , 0 6 1 2 , 0 6 1

F o reign Exchange Contracts
Spot and forw a rds 1 4 9 0 7 9 2 1 2 7 1 9 1 6 1 , 1 8 7

To t a l 1 4 9 0 7 9 2 1 2 7 1 9 1 6 1 , 1 8 7

Total Replacement Cost 1 4 2 , 6 0 4 2 , 6 1 8 2 7 1 2 , 9 7 7 3 , 2 4 8
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12 Fair Value of Financial 
Instruments

Interest rate swaps are transactions in which two counterparties exchange interest payments based on a specified
notional principal amount for a predetermined period, based on agreed-upon fixed and floating rates.  Notional
amounts are not exchanged.

Cross currency interest rate swaps are transactions in which two counterparties exchange currencies and interest
rates on a specified notional amount for a predetermined period. The notional amount is generally exchanged at
inception and re-exchanged at maturity.  Cross currency interest rate swaps are transactions in which interest
payments in one currency are exchanged for interest payments in another.

Foreign exchange forwards are contracts to exchange two currencies based on a rate agreed to by both parties
at inception for settlement at a predetermined future date. Spot transactions are similar to forward contracts
except that settlement takes place within two business days. The Bank enters into these contracts to service the
needs of its customers, as a market maker and to manage its own asset/liability exposures.

By entering into these financial instruments the Bank incurs credit and/or market risk. Credit risk is the risk that,
due to adverse business conditions, a counterparty may be unable to perform on its obligations prior to their
maturity and is limited to the replacement cost of the derivative at the date the counterparty fails to perform its
obligation.  Credit risk is minimised by Bank policy that stipulates that contractual obligations are limited to only
strong financial institutions.  Market risk is the risk that fluctuations in asset and currency markets may cause
adverse price movements in the fair value of the underlying contracts.  Market risk is managed within clearly
defined parameters as prescribed by senior management of the Bank.

The following table shows the fair value of the Bank’s financial instruments as at 30 June:

The book value of financial assets and financial liabilities held for purposes other than trading may exceed its fair
value due primarily to changes in interest rates. In such instances, the Bank does not reduce the book value of these
financial assets and financial liabilities to their fair values as it is the Bank’s intention to hold them until maturity.

The fair values disclosed exclude premises and equipment and certain other assets and liabilities as these are not
financial instruments.

The following methods and assumptions were used in the determination of the fair value of financial instruments:

Cash and Deposits with Banks
The fair value cash and deposits with banks, being short term in nature, is deemed to equate to the carrying value.

Investments
The fair values of investments are based upon quoted market prices.

Loans
The majority of loans are variable rate and repriced in response to changes in market rates and hence the fair value
has been estimated as the carrying value.  For fixed rate loans, the fair value has been estimated by perf o rming a
discounted cash flow calculation using market rates for similar loans made at the balance sheet date.

2 0 0 0 1 9 9 9
B o o k F a i r F a v o u r a b l e B o o k F a i r F a v o u r a b l e

(In $ thousands) Va l u e Va l u e ( U n f a v o u r a b l e) Va l u e Va l u e ( U n f a v o u r a b l e)

A s s e t s
Cash and deposits with banks 1 , 5 1 4 , 8 1 3 1 , 5 1 4 , 8 1 3 – 1 , 4 2 1 , 8 4 2 1 , 4 2 1 , 8 4 2 – 
I n v e s t m e n t s 1 , 8 3 1 , 3 0 3 1 , 8 1 4 , 5 9 6 ( 1 6 , 7 0 7) 1 , 7 0 5 , 8 5 3 1 , 6 9 7 , 7 4 1 ( 8 , 1 1 2)
L o a n s 1 , 2 8 4 , 2 2 3 1 , 2 8 7 , 9 4 4 3 , 7 2 1 1 , 2 2 3 , 1 5 9 1 , 2 2 6 , 1 8 9 3 , 0 3 0
A c c rued intere s t 3 8 , 4 5 5 3 8 , 4 5 5 – 3 1 , 1 2 1 3 1 , 1 2 1 –

L i a b i l i t i e s
D e p o s i t s 4 , 3 3 7 , 7 8 2 4 , 3 3 3 , 3 9 8 4 , 3 8 4 3 , 9 0 1 , 1 5 1 3 , 8 9 6 , 6 9 1 4 , 4 6 0
Securities sold under 

a g reements to re p u rc h a s e 5 4 , 8 2 2 5 4 , 8 2 2 – 2 0 7 , 5 8 4 2 0 7 , 5 8 4 –
A c c rued intere s t 9 , 2 1 5 9 , 2 1 5 – 1 5 , 9 3 8 1 5 , 9 3 8 –

S u b o rdinated debt capital 7 5 , 0 0 0 7 2 , 2 0 3 2 , 7 9 7 7 5 , 0 0 0 7 4 , 0 6 3 9 3 7

Derivative Financial Instru m e n t s
I n t e rest rate swaps ( 3 0) 8 6 8 8 9 8 1 , 3 0 6 9 1 6 ( 3 9 0)
Spot and forw a rd foreign 

e x c h a n g e 7 3 2 7 3 2 – 1 , 1 7 9 1 , 1 7 9 –
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13 Interest Rate Risk

14 Concentrations of 
Credit Risk 

Accrued Interest
The carrying values of accrued interest receivable and payable are assumed to approximate their fair values given
their short-term nature.

Deposits
The fair value of fixed rate deposits has been estimated by discounting the contractual cash flows, using market
interest rates offered at the balance sheet date for deposits of similar terms. The fair value of deposits with no
stated maturity date is deemed to equate to the carrying value.

Securities Sold Under Agreements to Repurchase
The fair value of obligations relating to securities sold under repurchase agreements is considered to be equal to
the carrying value given their short-term nature.

Subordinated Debt Capital
The fair value of the subordinated debt capital is based on quotes from recognised market makers.

Derivatives
Fair value of exchange traded derivatives are based on quoted market prices. Fair value of over-the-counter
derivatives are calculated as the new present value of contractual cash flows using prevailing market rates.

The aggregate of the estimated fair value of amounts presented does not represent management’s estimate of
the underlying value of the Bank.

The following table sets out the assets, liabilities and off-balance sheet instruments on the date of the earlier of
contractual maturity or repricing date. Use of this table to derive information about the Bank’s interest rate risk
position is limited by the fact that customers may choose to terminate their financial instruments at a date earlier
than contractual maturity or repricing date. Examples of this include mortgages, which are shown at contractual
maturity but which often pre-pay earlier, and certain term deposits, which are shown at contractual maturity but
which are often cashed before their contractual maturity and certain investments which may have call or pre-
payment features.

Concentrations of credit risk exist where clients are engaged in similar activities, are located in the same
geographic region or have some other form of commonality such that their ability to meet their contractual
obligations would be similarly affected by changes in economic, political or other conditions.

A f t e r A f t e r A f t e r
3 mths 6 mths 1 year N o n -

b u t b u t b u t i n t e re s t
Wi t h i n w i t h i n w i t h i n w i t h i n A f t e r b e a r i n g

As at 30 June 2000 (In $ millions) 3 mths 6 mths 1 year 5 years 5 years f u n d s To t a l

A s s e t s
Cash and deposits with banks 1 , 1 4 8 2 0 4 1 4 6 – – 1 7 1 , 5 1 5
I n v e s t m e n t s 1 , 3 0 7 7 0 4 4 3 6 0 4 2 8 1 , 8 3 1
L o a n s 7 2 7 5 8 5 9 4 3 0 1 0 – 1 , 2 8 4
P remises and equipment – –   –   –   –   9 7 9 7
Other assets –  –   –   –   –   6 7 6 7

Total Assets 3 , 1 8 2 3 3 2 2 4 9 7 9 0 5 2 1 8 9 4 , 7 9 4

L i a b i l i t i e s
S h a reholders’ equity – – – – – 2 5 0 2 5 0
D e p o s i t s 3 , 4 7 9 7 9 1 1 8 2 3 8 – 4 2 4 4 , 3 3 8
Securities sold under

a g reements to re p u rc h a s e 5 5 – – – – – 5 5
Other liabilities –   –   –  –   –   76   7 6
S u b o rdinated debt capital 75   –   –   –   –   –   7 5

Total Liabilities 3 , 6 0 9 7 9 1 1 8 2 3 8 – 7 5 0 4 , 7 9 4

O ff-balance sheet items 2 5 1 2 – ( 2 4) ( 1 3) – –

I n t e rest rate sensitivity gap   ( 4 0 2) 2 6 5 1 3 1 5 2 8 3 9 ( 5 6 1) –

Cumulative interest rate sensitivity gap ( 4 0 2) ( 1 3 7) ( 6) 5 2 2 5 6 1 – –



Of the total interest earning assets of $4.61 billion as at 30 June 2000 ($4.35 billion in 1999), 20.3% (23.2% in
1999) relates to the Bermuda market, 19.5% (12.3% in 1999) relates to the United Kingdom market, 4.7%
(5.5% in 1999) relates to the Canadian market and 29.2% (36.6% in 1999) to the United States market. No
other country accounts for more than 5% of interest earnings assets.

Of the total loan book which amounted to $1.28 billion as at 30 June 2000 ($1.22 billion in 1999), 80.4%
(78.7% in 1999) of the lending was in Bermuda, 7.2% (10.7% in 1999) in Europe, 12.4% (10.6% in 1999) in
Cayman, and less than 0.1% (less than 0.1% in 1999) in Hong Kong.

On 29 June 1998, the Bank issued at par US$75 million of callable step-up subordinated Floating Rate Notes due
on 1 July 2008.  Interest at US$ 3-month LIBOR plus 65 basis points is payable quarterly in arrears until July 2003
when, if not redeemed, the interest steps up to US$3-month LIBOR plus 115 basis points. Unless previously
redeemed or purchased and cancelled, the Notes are redeemable, at their principal amount on 1 July 2008. The
Notes will be redeemable, in whole but not in part, at their principal amount on the Interest Payment date falling
in July 2003, at the option of the Issuer, subject to the prior consent of the Bermuda Monetary Authority. The
Notes may also be redeemed, in whole but not in part, at their principal amount prior to maturity at the option
of the Issuer in the event of certain changes affecting tax in Bermuda. The Notes are listed on the Bermuda and
Luxembourg Stock Exchanges, and count as Tier 2 capital for capital adequacy purposes.

The Bank provides medical benefits to eligible retired employees, their spouses and dependent children.

The amounts recorded by the Bank are based upon an actuarial evaluation using assumptions consistent with
those used in the evaluation of the pension plan. The weighted average of the assumed healthcare cost trend
rates, the benefit obligation recognised in the Consolidated Balance Sheet and the net medical benefit expense
recognised in the Consolidated Statement of Income are presented below:

In 1998, the Bank adopted the accrual basis of accounting which requires the accrual of present value of future
benefits in the reporting period in which the employee has provided service in exchange for the benefits to be
received. The assumed healthcare cost trend rate is currently estimated at 8% per annum, reducing to 5.0% per
annum over four years.

At the Annual General Meeting of Shareholders held on 29 October 1997, the directors were granted authority
to implement a Stock Option Plan for directors and employees. The following table provides information on
options granted:

Tranche 1 Issued to all staff.

Tranche 2 P u rchased by certain senior staff from the proceeds of cash bonuses paid to them in respect of the
financial year 1997/1998, at the rate of one option for each $2 of bonus paid.

Tranche 3 Issued to all staff.
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15 Subordinated Debt 
Capital

16 Employee Post-
Retirement Medical 
Benefits Plan

17 Stock Option Plan

N u m b e r
Tr a n c h e Date N u m b e r E x e rc i s e Number  Number Available Ve s t i n g

G r a n t e d G r a n t e d P r i c e E x e rc i s e d F o rf e i t e d for Exerc i s e P e r i o d E x p i ry

1 1 July 1998 2 3 0 , 9 6 0 $ 1 7 . 9 0 1 0 3 1 , 8 9 0 1 9 9 , 0 6 0 25% per annum 1 July 2008
2 1 July 1998 4 3 5 , 3 6 3 $ 1 6 . 0 0 7 , 7 2 5 1 4 , 8 5 7 4 1 2 , 7 8 1 I m m e d i a t e 1 July 2008
3 1 July 1999 2 4 9 , 8 5 6 $ 1 6 . 5 0 N i l 2 7 , 4 2 3 2 2 2 , 4 3 3 25% per annum 1 July 2009
4 1 July 1999 1 2 2 , 8 3 7 $ 1 6 . 0 0 3 , 3 0 0 N i l 1 1 9 , 5 3 7 I m m e d i a t e 1 July 2009
5 1 July 1999 4 9 , 6 4 3 $ 1 6 . 0 0 N i l N i l 4 9 , 6 4 3 I m m e d i a t e 1 July 2009

As at 30 June 2000 (In $ thousands) 2 0 0 0 1 9 9 9

Benefit obligation determined by actuarial valuation 2 6 , 1 0 4 2 4 , 4 5 8
A c c rued benefit liability recognised in balance sheet 3 2 , 0 7 7 3 0 , 8 8 9
Medical benefit expense 2 , 0 0 7 1 , 8 5 8
Employer payments of benefits 8 1 9 9 2 2
Weighted average of assumed healthcare cost trend rates 7 . 2 5 % 7 . 2 5 %



Tranche 4 Issued to certain senior staff in exchange for Earnings Per Share Unit Options issued in July 1997, at
the rate of five and one half options for each Earnings Per Share Unit Option.

Tranche 5 P u rchased by directors from the proceeds of attendance fees paid to them, at the rate of one option
for each $2 of fees.

The Bank has established a Stock Option Trust, which at 30 June 2000, held 1,928,965 shares (30 June 1999:
1,336,016 shares) purchased from the public and which will be used to satisfy the Bank’s obligations with respect
to the Stock Option Plan. 

In 1997, the Bank adopted a formal plan to cease operations at its London Branch, and to exit the trade finance
business in the United Kingdom. In light of new circumstances arising during the year the collectability of loans
proved more difficult than had been anticipated and as a result the Bank recorded additional provisions.

The analysis of the results for the year in respect of discontinued operations is as follows:

In 2000 the Bank recommenced its initiative under the Share Buy-back Plan. During the year under review,
612,303 shares were purchased and cancelled at a cost of $10,144.

Certain 1999 comparative figures have been restated to conform with current year presentation.
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18 Discontinued Operations

19 Share Buy-back Plan

20 Comparative Figures

As at 30 June (In $ thousands) 2 0 0 0 1 9 9 9

Total income – –
Loss from discontinued operations 1 4 , 5 4 0 –



H EA D OFFI CE

The Bank of N.T. Butterfield
& Son Limited
65 Front Street 
Hamilton HM 12
Bermuda

Tel: (441) 295-1111
Fax: (441) 292-4365
Telex: 3211 FIELD BA
S.W.I.F.T.: BNTB BM HM
E-mail: bntb@ibl.bm

MAILING ADDRESS

P.O. Box HM 195 
Hamilton HM AX
Bermuda

Rosebank Branch, Bermuda

Somerset Branch, Bermuda

St. George’s Branch, Bermuda

OV ER SE AS O FFICES

Cayman

Bank of Butterfield
International 
(Cayman) Ltd.
Butterfield House
68 Fort Street
P. O. Box 705 GT
George Town 
Grand Cayman
Cayman Islands

Tel: (345) 949-7055 
Fax: (345) 949-7004 
Telex: 4263 BFIELD CP
E-mail: info@butterfield.com.ky

One Butterfield Place
24 Edward Street
George Town
Grand Cayman
Cayman Islands

Tel: (345) 949-7055
Fax: (345) 949-7761

Two Butterfield Place
28 Edward Street
George Town
Grand Cayman
Cayman Islands

Tel: (345) 949-7055
Fax: (345) 949-7004

Compass Centre
19 North Sound Road
George Town
Grand Cayman
Cayman Islands

Tel: (345) 914-5557
Fax: (345) 945-2698

West Shore Center
508B West Bay Road
George Town
Grand Cayman
Cayman Islands

Tel: (345) 949-8565
Fax: (345) 949-8406

Guernsey

Bank of Butterfield
International (Guernsey)
Limited

Butterfield Trust (Guernsey)
Limited

P.O. Box 25 Roseneath 
The Grange
St. Peter Port
Guernsey GY1 3AP
Channel Islands

Tel: (01481) 711521
Fax: (01481) 714533
Telex: 4191362 FIELD G 
E-mail: buttfld@guernsey.net

Butterfield Fund Managers
(Guernsey) Limited
P. O. Box 211 
Butterfield House
The Grange
St. Peter Port
Guernsey
Channel Islands

Tel: (01481) 720321
Fax: (01481) 716117
Telex: 4191362 FIELD G 

Hong Kong

Butterfield Trust (Hong Kong)
Limited

Butterfield Corporate Services
(Hong Kong) Limited

The Bank of N.T. Butterfield 
& Son Limited
Hong Kong Branch, 
(A Restricted Licence Bank)

26th Floor,
Bank of China Tower
1 Garden Road
Central Hong Kong 

Tel: (852) 2978-5656
Fax: (852) 2845-0336
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D O M E S T I C
S U B S I D I A R I E S

Butterfield Asset Management
Limited
65 Front Street 
Hamilton HM 12
Bermuda

Tel: (441) 299-3817
Fax: (441) 292-9947
Telex: 3320 BETCO BA
E-mail: bam@ibl.bm

MAILING ADDRESS

P.O. Box HM 195
Hamilton HM AX
Bermuda

Butterfield Trust (Bermuda)
Limited
65 Front Street 
Hamilton HM 12
Bermuda

Tel: (441) 299-3980
Fax: (441) 292-1258
Telex: 3320 BETCO BA

MAILING ADDRESS

P.O. Box HM 195 
Hamilton HM AX
Bermuda

Butterfield Corporate 
Services Limited
Rosebank Centre
11 Bermudiana Road 
Pembroke
Bermuda

Tel: (441) 298-6464
Fax: (441) 295-6759
Telex: 3320 BETCO BA
E-mail: corpserv@ibl.bm

MAILING ADDRESS

P.O. Box HM 195
Hamilton HM AX
Bermuda
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Country of
Incorporation

Bermuda

Bermuda

Bermuda

Bermuda

Bermuda

Bermuda

Bermuda

Cayman Islands

Cayman Islands

Guernsey

Guernsey

Guernsey

Hong Kong

Hong Kong

This list does not include all companies in the Group. It includes all companies that materially
contribute to the profit or loss or assets of the Group.

Company Name Business

The Bank of N.T. Butterfield & Son Limited* Holding company, banking, credit and 
treasury services

Bakery Lane Limited Real estate holding

Butterfield Asset Management Limited Investment management and capital 
market services

Butterfield Corporate Services Limited Mutual fund and corporate services

Butterfield Trust (Bermuda) Limited Trust services and private banking 

Butterfield Securities (Bermuda) Limited Stockbroking

Field Real Estate Holdings Limited Real estate holding

Bank of Butterfield International (Cayman) Ltd. Banking, credit, treasury, trust, investment 
management and third-party fund 
administration

Butterfield Fund Managers (Cayman) Ltd. Management of investment funds 

Bank of Butterfield International (Guernsey) Limited Private banking, treasury and investment 
management

Butterfield Fund Managers (Guernsey) Limited Third-party fund administration

Butterfield Trust (Guernsey) Limited Trust services

Butterfield Corporate Services (Hong Kong) Limited Corporate services

Butterfield Trust (Hong Kong) Limited Trust, pension and mutual fund services

* Also has a restricted licence Branch in Hong Kong.

Principal Group Companies
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M. Calum Jo h n s t o n , F I C B

President & Chief Exe c u t i ve Of f i c e r

Graham C. Bro o k s , AC I B

Exe c u t i ve Vice President 

In t e rnational & Tru s t

C. Wendell Em e ry, MBE, JP

Exe c u t i ve Vice President 

Op e ra t i o n s

R i c h a rd J. Fe r re t t , ACIB, MCT

Exe c u t i ve Vice President & 

Chief Financial Of f i c e r

Patricia G. Be a n
Senior Vice President  

Human Re s o u rc e s

David M. Br i e r l e y
Senior Vice Pre s i d e n t

Credit Risk Ma n a g e m e n t

William G. Francis II, C C P

Senior Vice Pre s i d e n t

In f o rmation Sy s t e m s

Janet M. Ne a ro n
Senior Vice President  

Customer Re l a t i o n s

Conor J. O’De a , F C A

Managing Dire c t o r,

Bank of Bu t t e rfield In t e rnational 

( Cayman) Ltd.

Peter J.M. Ro d g e r
Senior Vice Pre s i d e n t ,

Group Legal Ad v i s e r, Se c re t a ry to the Board

Ronald E. Si m m o n s , C PA

Senior Vice President  

& Chief Ac c o u n t a n t

Fred H. Te s c h , C PA, CFE, CCP, CFSA

Senior Vice President 

Head of Group In t e rnal Audit 

John W h a l e
Senior Vice President & Head of  Tre a s u ry

Peter G. Wi g n a l l , AC A

Senior Vice President  

Asset Management and 

Managing Dire c t o r,

Bu t t e rfield Asset Management Li m i t e d

Group Asset and Liability Management Committee (GALCO)
Terms of Reference:
Identification, review and management of the Group’s key financial strategic exposures. Responsibilities include
the following: Capital and balance sheet management, review of balance sheet risk concentrations, review of
interest rate/exchange rate exposures, both trading and structural, liquidity management, capital allocation, funds
transfer pricing and investment portfolio management.

Members:
President & CEO (Chairman), the Chief Financial Officer, Heads of Treasury, International & Trust, Credit Risk
Management, the Managing Director of the Cayman Islands subsidiary, and the Vice President, Credit Review.

New Product Review Committee
Terms of Reference:
Promote generation of new product development Group-wide. Review new products from a risk and profitability
perspective. Identify, quantify and sign-off on key performance and risk parameters including: profitability impact,
financial risks (funding, interest rate, exchange rate), cre d i t / p o rtfolio concentration considerations,
operational/processing issues, legal/compliance requirements, accounting and tax issues, capital expenditure
implications, strategic fit and reputational risks.

Members:
Chief Financial Officer (Chairman), senior representatives from Credit Risk Management, Community Banking,
International & Trust, Internal Audit and Legal.

Executive Information Systems Steering Committee
Terms of Reference:
To set strategic directions and establish policies for the assessment, acquisition, development and implementation
of Information Systems that facilitate, enhance and accelerate the execution of Group business strategies.

Members:
President & CEO, the Chief Financial Officer, the Heads of International & Trust, Treasury, and Information Systems
(Chairman).

Credit Committee
Terms of Reference:
To authorise new loans and to review existing loans and credits in excess of the limits assigned to the SVP, Credit
Risk Management, and to authorise policies for the Group’s lending activities.

Members:
President & CEO (Chairman), Executive Vice President, International & Trust, Senior Vice President, Credit Risk
Management.
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● Risk Policy Committee
Terms of Reference:
To act in a consultative capacity in respect of the activities that give rise to credit, market and liquidity risk. To
be fully apprised of these risks. To recommend a general risk management mandate to govern these activities.
To regularly re-evaluate the risk exposure of the Bank, its risk tolerance and the established mandate. To re v i e w
policies to control risk exposure.

● Audit & Compliance Committee
Terms of Reference:
Responsible for making re p o rts and recommendations to the Board in respect of audited and unaudited financial
statements to be published; external auditors’ appointments; audit scope, re p o rts, perf o rmance and fees; intern a l
audit reports; compliance and litigation reports, and Y2K reports, and regulatory matters.

● Corporate Governance Committee 
Terms of Reference:
Identify and recommend nominees for the Board in consultation with the Chairman and the Chief Executive
Officer. Assess the performance of the Board as a whole. Monitor and recommend on the mandates of the
Board Committees and policies governing the size and composition of the Board. Review and recommend on
Directors’ compensation.

● Human Resources Committee
Terms of Reference
To consider and make policy recommendations to the Board on questions relating to the compensation and
benefits of personnel. To act in a general capacity in respect of key human resources issues. 

Other Board Committees are:

● Scholarship Committee
Terms of Reference:
To make recommendations to the Board on all aspects of the operations that support the Bank’s Scholarship
and Loan Programme. The Committee consists of a minimum of three Board members, a re p resentative from the
Department of Education and the Bermuda College, and one employee.

● Social Services Committee
Terms of Reference:
To recommend to the Board policy guidelines for the administration of the Bank’s charitable donations and
the Bank’s duties as a responsible corporate citizen.

Directors’ Code of Practice
The Directors have adopted a Code of Best Practice based upon United Kingdom recommended principles of
corporate governance. In implementing the code, the Board meets regularly, retains full effective control over
the Bank, and monitors executive management.  

Di re c t o r s’ Sh a re In t e rests and Se rvice Contracts
Pursuant to Regulation 6.8(3) of section 11A of the Bermuda Stock Exchange Listing Regulations, the total intere s t s
of all directors and officers of the Bank in the shares of the Bank as at 30 June 2000 were 403,092 shares.
With the exception of  those participating in the Shareholders Dividend Reinvestment Plan or the Stock Option
Plan, no rights to subscribe for shares in the Bank have been granted to or exercised by any director or officer.

There are no service contracts with directors, except for Mr. M. C. Johnston, the President & Chief Executive
Officer, whose contract expires on 15 December 2002.

Board of Directors & Principal Board Committees

●

James A. C. King, MD, FRCS(C),

FACS, JP, Chairman

Chairman, KeyTech Ltd.

Chairman, Argus Insurance Co. Ltd.

●●

Robert J. Stewart, B.Sc. (Ec o n . )

FCIS, LL.B, Vice Chairman

President, Old Mutual Asset Managers

(Bermuda) Ltd.

●●●

J. Christopher Astwood, OBE, JP

Chairman, J.B. Astwood & Son Ltd.

●

Geoffrey R. Bell, QC, FCIArb.

Senior Counsel, Ap p l e by, Sp u rling & Ke m p e

●●

Michael A. Butt, MA, MBA*

Director, XL Capital Ltd.

●●

Lt. Col. M. L. Da r l i n g , OBE, ED, JP

President & Managing Director,

William Bluck & Company

●●

Brian Duperreault
Chairman & Chief Executive Officer,

ACE Limited

●●

Roderick A. Ferguson III, MBA, JP

Managing Director, Gorham’s Ltd.

M. Calum Johnston, FICB*

President & Chief Executive Officer, The

Bank of N. T. Bu t t e rfield & Son Li m i t e d

●●

Sheila G. Ma n d e r s o n , B.Sc., MBA

Former Executive Director,

Bermuda Hospitals Board

●●●

Robert A. Mulderig
C h a i rman & Chief Exe c u t i ve Of f i c e r,

Mutual Risk Management Ltd.

●●

E. Stanley D. Ratteray, CBE, DDS

Dental Surgeon, Director, Bermuda Press

(Holdings) Ltd.

●

Glenn M. Titterton, A.C.I.I.

Chartered Insurer, President & 

Chief Executive Officer, BF&M

Insurance Group

●

Harry Wilken, CA*

President, Jardine Matheson 

International Services Limited

*Directors are Bermudian except 
where marked
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Allowance for loan
losses: 
An allowance set aside fro m
income, which in
m a n a g e m e n t’s opinion is
adequate to absorb all cre d i t -
related losses from on and
off-balance sheet items. It
includes specific and general
p rovisions. Allowance for
c redit losses is deducted fro m
the related asset categories on
the balance sheet.

A s s e t / l i a b i l i t y
m a n a g e m e n t :
The management and contro l
of the sensitivity of the Ba n k
of Bu t t e rf i e l d’s income to
changes in market rates.

Capital: 
Capital consists of
s h a re h o l d e r s’ equity and
s u b o rdinated debt and
general provisions. Capital
s u p p o rts asset grow t h ,
p rovides against loan losses
and protects depositors.

Capital Ratios
Tier 1, Tier 2 : 
These are ratios of capital to
risk-adjusted assets, as
stipulated by the Be r m u d a
Mo n e t a ry Au t h o r i t y, based
on international guidelines.
Tier 1 capital consists
primarily of common
s h a re h o l d e r s’ equity plus
n o n - c u m u l a t i ve pre f e r re d
s h a res, less any unamort i s e d
goodwill. Tier 2 consists of
c u m u l a t i ve pre f e r red share s ,
s u b o rdinated debt and
general prov i s i o n s .

C redit risk: 
The possibility that a loss
may occur should a
borrower or counterparty
fail to honour fully the
terms of a contract.

Derivative and fore i g n
exchange instruments: 
Interest rate swaps, forward
rate agreements, futures,
forwards, options, equity,
commodity and other
contracts used for asset and
liability management or
trading purposes. The
instruments represent
contracts with counterpart i e s
where payments are made
to or from the counterparty
based on specific interest rates,
c u r rency levels, other mark e t
rates, or on terms pre-
determined by the contract.

E a rnings (or net
income) per share :
The net income of the
company divided by the
a verage of shares in issue;
s h own both pre and post
discontinued operations.

E fficiency ratio: 
Efficiency ratio measures the
efficiency with which the
g roup deploys expenses to
generate re venue. It expre s s e s
n o n - i n t e rest expenses as a
p e rcentage of the sum of net
i n t e rest income and other
income. A lower efficiency
ratio indicates improve d
p ro d u c t i v i t y.

Floating rate note ( F R N ):
A debt instrument with a
variable interest rate,
w h e re by interest adjustments
a re made periodically, often
e ve ry 3 months, and tied to
a money market index such
as LIBOR (the London
Inter-bank Of f e red Rate).

General provisions: 
Provisions for doubtful
c redits are established against
the loan portfolio in the
Gro u p’s business lines, where

a prudent assessment of
a d verse economic tre n d s
suggests that losses may
o c c u r, but where such losses
cannot yet be determined on
an item-by-item basis.

G o o d w i l l :
Goodwill re p resents the
u n a m o rtised cost of
acquiring subsidiaries and
other net assets in excess of
the appraised value of such
net assets at the date of
a c q u i s i t i o n .

Hedging: 
Protecting against price,
i n t e rest rate or fore i g n
e xchange exposures by taking
positions that are expected to
react to market conditions in
an offsetting manner.

I n t e rest rate futures: 
Contractual obligations to
buy or sell a financial
i n s t rument on a future date
at a specified price
established on an organised
e xchange; collateralised by
cash or short - t e r m
g overnment securities and
subject to daily mark to
m a rket with differe n c e s
settled daily with the
e xchange in cash.

I n t e rest rate swaps: 
Transactions in which two
c o u n t e r p a rties exc h a n g e
i n t e rest payments based 
on a specified notional
principal amount for a
p redetermined period, based
on agreed-upon fixed and
floating rates.

Market risk: 
The risk of loss re s u l t i n g
f rom changes in the prices of
financial instruments in the
m a rkets in which the Gro u p

p a rticipates, such 
as changes in the value of
f o reign exchange or fixe d -
income securities. 

Net interest margin: 
Net interest income, on a
t a x - e q u i valent basis,
e x p ressed as a percentage of
a verage total assets.

R e t u rn on assets:
Net income as a perc e n t a g e
of average total assets.

Securities sold under
agreements to
repurchase:
The sale of a security with
the commitment by the
seller to re p u rchase the
security at a specified price.
The difference between the
sale price and the agre e d
re p u rchase on a re p u rc h a s e
a g reement is re c o rded as
i n t e rest expense.

S t ructural interest 
rate risk: 
Risk arising from the
differing interest rate
repricing characteristics 
of the Gro u p’s assets and
liabilities. Group policy is to
manage the sensitivity 
of net interest income to the
impact of adverse intere s t
rate move m e n t s .

Value at risk (VA R ) :
VAR is an estimate of the
potential loss of value that
could result from holding 
a position for a specified
period of time, with a give n
l e vel of statistical confidence. 

Glossary of Terms 


