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December 31, 2004

Th e Honourable Minister of Finance
Ministry of Finance
Eric Williams Finance Building
Independence Square
Port of Spain

Dear Minister

           In accordance with Section 53(1) of the Central Bank Act Chap. 79:02, I enclose 
herewith the Report of the Central Bank of Trinidad and Tobago for the year ended 
September 30, 2004, together with a copy of the Annual Audited Statement of Accounts 
certifi ed by the auditors.

Yours sincerely

Ewart S. Williams

REF.: CB-G-267/2004

Eric Wlliams Plaza, Independence Square, Port-of-Spain, Trinidad, Trinidad and Tobago
Postal Address: P. O. Box 1250
Telephone: (868) 625-4835; 5028; 0121; 2601  •  Telex: 22532; 22386  •  Fax: (868) 623-1955

Encls:
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According to the Central Bank Act, the primary purpose of 
the Bank is the promotion of monetary, credit and exchange 
conditions most favourable to the development of the economy 
of Trinidad and Tobago.

Integrity - Our integrity is the cornerstone of our credibility and 
the public’s confi dence in what we do.

Excellence - Our pursuit and recognition of excellence are the 
basis for our individual professionalism and for our superior 
organisational performance.

Teamwork - As members of the Central Bank family, we draw 
the mutual support and added strength through our teamwork to 
achieve the desired results.

Leadership - Leadership that focuses on critical issues, key results 
and genuine concern for our people is vital to achieving optimal 
performance.

Stakeholder focus - Stakeholder focus is crucial to continuously 
enhancing the value we provide in serving the national interest. 
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Th e Central Bank of Trinidad and Tobago is widely respected as 
a monetary policy authority and guardian of fi nancial stability 
grounded in international best practices.  Our policies are credible 
and transparent and inspire confi dence in the domestic currency.  
Our actions foster the growth and development of the economy 
and improve the well-being of our citizens.

As a knowledge-based institution, the Central Bank will provide 
visionary and dynamic leadership and work to position Trinidad 
and Tobago as the fi nancial centre of the region.

As an employer of choice, the Bank’s major strengths are the 
integrity and high intellectual calibre of its employees.  Staff  
demonstrate a sense of achievement, pride and ownership of the 
core values of the Bank.  Our working environment recognises 
and encourages teamwork and rewards individual and collective 
excellence, initiative and creativity, thus enabling the organisation 
and its staff  to achieve their full potential.



FROM LEFT TO RIGHT

Ms. Amoy Chang Fong

Deputy Governor, Operations

Dr. Shelton Nicholls

Deputy Governor, Research and Policy

Ms. Barbara Chatoor
Former Executive Director of the South Trinidad Chamber 
of Industry and Commerce; Former Private Secretary to His 

Excellency the President of the Republic of Trinidad and Tobago

Mr. Ewart S. Williams

Governor and Chairman

Professor Selwyn Cudjoe
Professor, Africana Studies, Wellesley College, Massachusetts

Ms. Amelia Carrington
Attorney-at-Law; Former Solicitor General; Chairman, Tax 
Appeal Board; Chairman, Advisory Town Planning Panel; 

Member, Public Service Appeal Board

Mr. Carlyle Greaves
Director of Planning, Offi  ce of Planning and Development, 

University of the West Indies (UWI)

Mrs. Alison Lewis

Permanent Secretary, Ministry of Finance

Mr. Norris Campbell
Corporate Secretary, Telecommunications Services of Trinidad 
and Tobago (TSTT)

CHANGES TO THE BOARD DURING 2004
Mr. Kyle Rudden resigned from the Board with eff ect from March 1, 2004 and Dr. Rolph Balgobin from 
October 31, 2004.  Mr. Norris Campbell was appointed to the Board eff ective August 8, 2004  while Mrs. Alison 
Lewis, Permanent Secretary, replaced Mr. Leroy Mayers as the Director representing the Ministry of Finance with 
eff ect from November 12, 2004.  Mr. Trevor Byer resigned from the Board with eff ect from December 31, 2003.

BOARD OF DIRECTORS
AS AT DECEMBER 31, 2004.....................
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Ms. Catherine Kumar

SENIOR MANAGERS
Mrs. Nicole Crooks
Senior Manager, Human Resources and Organisation DevelopmentOrganisation DevelopmentOrganisation Dev

Mr. Hollis De Four
Senior Manager, Corporate Services

Mrs. Jennifer Greaves
Senior Manager, Internal Audit and Corporate Governance 

Ms. Joan John
Senior Manager, Operations

MANAGERS AND DEPARTMENTAL HEADS
Mrs. Lynette Adams
Manager, Human Resources 

Mrs. Elizabeth Austin
Manager, General and Facilities Services

Mrs. Sherry-Ann Bachew-Rudd
Manager, Legal and Corporate Secretariat Services

Mr. Kenneth Coker 
Manager, Banking Operations

Mrs. Zoraida Dookie
Manager, Information Technology Services

Mrs. Caramae Farmer 
Manager, Payments System

Dr. Penelope Forde 
Manager, Research

Major Doddridge Jack 
Security Operations Offi  cer

Mr. Victor Maloney 
Head, Internal Communications and Events

Ms. Hazel Marcelle
Manager, Domestic Market Operations

Mr. Faizool Mohammed
Manager, Bank Supervision

Mr. Shabirul Mohammed
Manager, Finance and Accounting

Ms. Ann-Marie Narine
Manager, Policy and Support 

Ms. Suzanne Roach
Manager, Internal Audit and Corporate Governance

Mr. Lester Shim
Manager, Reserve Management

Mrs. June Stewart
Manager, Knowledge and Information Management

Ms. Janice Woods
Manager, Organisational Development and 
Project Implementation Support

management team
as at december 31, 2004.....................
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Th e Central Bank of Trinidad and Tobago celebrated a milestone anniversary 
on December 12, 2004, having been established on December 12, 1964, just 
two years after Trinidad and Tobago gained independence. Over its forty-year 
existence, the Central Bank has made an outstanding contribution to the 
maintenance of monetary and fi nancial stability in Trinidad and Tobago and 
to the development of the fi nancial infrastructure.

In refl ecting on its short history, the decade from the mid-1980s to the  mid- 
1990s stands out as a period in which the still fl edgling Central Bank faced 
particular challenges but enjoyed solid accomplishments. It may be recalled 
that the oil shock of the late 1970s and early 1980s spawned an unprecedented 
expansion in government spending, and that the reversal  in oil prices led 
to an external payments crisis, a sharp rise in domestic infl ation  and acute 
fi nancial stress, particularly among the non-affi  liated fi nance houses  and the 
indigenous commercial banks.

By the mid 1990s, through sound fi nancial policies and structural reforms, 
macro-economic stability was restored, the crisis in the fi nancial system was  
resolved and the platform for the ensuing decade of growth and stability, 
which the economy now enjoys, was fi rmly established. An important element 
of the reform package was the liberalisation of the fi nancial sector, including 
the introduction of a fl exible exchange rate regime which has continued to 
serve the economy well.

In recent years, globalisation, buoyant energy-sector led growth and the 
rapid evolution of the fi nancial sector have created new challenges for the 
preservation of monetary and fi nancial stability. Th e Central Bank has 
sought to address these challenges through a revision in its monetary policy 
framework and through steps to strengthen the regulatory and supervisory 
infrastructure of the fi nancial system.

In 2002, the Bank took initial steps towards a more market-based monetary
policy when it increased reliance on open market operations and introduced 
the “repo” rate as its main monetary policy tool. Th e monthly announcement 
of the “repo” rate as an indicator of the Bank’s desired monetary policy stance, 
along with the semi-annual publication of the Monetary Policy Report, has 
improved the transparency and predictability of monetary policy and has 
been well received by market participants.

GOVERNOR’S
FOREWORD
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In 2003-2004, the Bank took further steps to improve the effi  ciency of monetary 
policy through a phased reduction in the reserve requirement applicable to the
commercial banks, to bring it in line with that of the non-banks. In 2004 also, the 
movement towards market-based policies was reinforced with the introduction 
of an auction system for government bonds. Th ese measures have resulted in 
greater price competition among fi nancial institutions, lower intermediation 
margins and greater market effi  ciency.

In 2004, the Central Bank and the Ministry of Finance collaborated with 
fi nancial sector representatives in the fi nalisation of a White Paper on Financial
Sector Reform which has been approved by Parliament. Essentially, the White
Paper charts a course for making Trinidad and Tobago the Pan-Caribbean 
fi nancial centre. Critical to the reform strategy is the upgrading of the regulatory 
and supervisory practices and the improvement in our fi nancial sector 
infrastructure to meet international best practice.

In pursuit of this strategy, around mid-2004, the Parliament approved 
the transfer of the supervisory responsibility for insurance companies and 
private pension funds to the Central Bank. Work is now well advanced on a 
comprehensive package of amendments to the Financial Institutions Act, 1993 
and on a complete overhaul of the Insurance Act, 1980.

Th e process of strengthening the fi nancial sector infrastructure gained 
momentum in 2004. Perhaps the most important development in this context 
was the progress made in modernizing the national payments regime, to provide 
for more effi  cient real-time clearance and settlement of payments and securities 
transactions. In addition, the Central Bank has collaborated with the private 
sector in the establishment of the regional credit rating agency (CARICris) and 
of a Professional Advisory Committee (PAC), to assist in identifying industry 
developments and trends, providing a forum for consultation on proposed 
industry guidelines and legislation and for improving disclosure and other 
industry standards and practices.

Th e Bank has also been involved in upgrading its internal operating procedures 
and systems. We have launched several human resource initiatives geared to  
make the Central Bank the employer of choice in Trinidad and Tobago. We 

10
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are currently reviewing our corporate governance framework and business 
continuity arrangements and have appointed a Senior Manager to ensure that 
the Bank adheres to the highest corporate governance standards. We have 
completed a major upgrade of our information technology system to integrate 
all our major software applications into a single platform.

Finally, the Bank is expanding its community outreach activities. A major 
initiative in this regard is the establishment towards the end of 2004 of a high 
quality Money Museum. Th is Museum will serve as an important window to  the 
community, educating the population about the fi nancial industry of Trinidad 
and Tobago and tracing the changing role and functions of the Central Bank. 
Th e Bank has also embarked on a range of educational programmes involving 
secondary school students and has launched a number of charitable initiatives 
to help the less fortunate.

Th e 40th anniversary has provided opportunities for the Central Bank to refl ect 
on the lessons of the past and to prepare itself for the challenges of the future. If 
the recent past is to serve as a guide, we could expect the pace of change in our 
fi nancial landscape to accelerate and the Bank needs to be prepared to adapt 
rapidly to cope with these changes and to maintain economic and fi nancial  
stability. Our history gives confi dence that we will be equal to the task.

GovernorGovernor
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GOVERNANCE

ROLE AND FUNCTIONS 
OF THE BANK

Statutory Responsibilities
Th e Bank was established by an Act of 
Parliament, the Central Bank Act, 1964, 
with the Government as thesole shareholder. 
Th e Central Bank Act, as amended in 1994, 
sets out the major activities of the Bank, 
which can be summarised as follows:

• issuing the domestic currency;
• conducting monetary policy to maintain  
   internal price stability;
• managing the external reserves;
• promoting the development of a sound      
  and effi  cient fi nancial system;
• providing banking services to the   
  Government;
• conducting research.

Th e Central Bank is also authorised by the 
Financial Institutions Act, 1993 (FIA) to 
license and supervise fi nancial institutions. 
In May 2004, the Central Bank took over 
the responsibility for supervising insurance 
companies and private pension plans from 
the Ministry of Finance, following an 
amendment to the Insurance Act and the 
Central Bank Act. Th is amendment was 
the fi rst step in a programme initiated three 
years ago to integrate the supervision of the 
fi nancial sector.

Corporate Governance

Th e Board of Directors
Th e Central Bank Act provides for the 
appointment of a Board of Directors to 
manage the institution. Members of the 
Board are to be appointed by the President 
of the Republic of Trinidad and Tobago 
and to comprise the Governor, not more 
than two Deputy Governors, and not less 
than six other Directors, two of whom 
may be public service directors. Th e other 
directors, excluding the public service 
directors, are to be selected from amongst 
persons drawn from diverse occupations 
appearing to the President to be qualifi ed 
by reason of their experience and capacity 
in matters relating to fi nance, economics, 
accountancy, industry, commerce, law and 
administration. Th e public service directors 
are drawn from the Ministry of Finance 
and from the Ministry or appropriate 
department of Government responsible for 
economic planning.

Th e Governor is the Chief Executive Offi  cer
of the Bank and is charged with the day-
to-day management, administration, 
direction and control of the business of the 
Bank, with authority to act in all matters 
which are not specifi cally reserved for the 
Board. He is answerable to the Board for 
his actions and decisions. 

14
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Th e Board has specifi c statutory 
responsibilities in accordance with certain 
provisions of the Central Bank Act, the 
Financial Institutions Act, 1993 (FIA) and 
the Insurance Act, 1980. For example, the 
FIA provides for the Board to restrict or 
revoke the licences of fi nancial institutions. 
As directors of a corporate entity, the Board, 
in line with best corporate governance 
practice, has more general fi duciary and 
supervisory duties and responsibilities 
in respect of the operations of the Bank. 
Among its fi duciary duties, directors have 
to ensure that there are adequate systems to 
provide for the safe and solvent operation 
of the Bank.

Committees of the Board
In order to monitor the adequacy of 
systems and controls and to maintain 
probity and integrity in the conduct of the 
fi nancial activities of the Bank, the Board 
appoints an Audit Committee comprised Audit Committee comprised Audit Committee
of non-executive directors, a practice that 
is common in most corporate entities. An 
Internal Audit Department carries out 
internal reviews of systems and controls on 
a day-to-day basis and, under Section 52 of 
the Central Bank Act, the accounts of the 
Bank are required to be audited annually 
by auditors1 who shall be appointed by the 
Board of Directors with the approval of the 
Minister of Finance.

A Personnel Committee, also comprised 
of non-executive directors, deals mainly 
with compensation and performance 
management issues.

Th e Board is required to meet at least once 
in every two months and not less than nine 
times in a calendar year.

In the past year, the Bank began reviewing 
its internal governance framework to ensure 
that major risks are identifi ed, defi ned and 
understood, that key operating policies 
are updated and appropriate, and that 
discrepancies between policies and practices 
are addressed in a timely fashion. Work on 
these issues is ongoing, and in June 2004, 
the Bank expanded the role of the Internal 
Audit Department to include monitoring 
corporate governance practices in the Bank. 
A Senior Manager was appointed to head 
the newly designated Internal Audit and 
Corporate Governance Department.

Organisational Structure
Th e Bank is organised into functional 
areas to carry out its various activities. In 
addition, management and staff  work on 
committees formed to address specifi c 
issues. Th ree standing committees, which 
are organised to address key Bank objectives, 
are the Monetary Policy Committee, the 
Monetary Policy Support Committee and 
the Financial Stability Committee.

Th e Monetary Policy Committee, comprising 
of the Governor and the two Deputy 
Governors, deals with monetary policy 
matters including the setting of the “repo” 
rate which is announced on the fi rst 
Th ursday of every month. Th e Monetary 
Policy Support Committee, which is chaired 
by the Deputy Governor, Research and 

GOVERNANCE

1Th e Auditor General has been appointed as Th e Auditor General has been appointed as Th e Aud the Auditor to perform this funthe Auditor to perform this funthe Auditor to perform t ction.
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Policy and includes senior staff  of the 
Research, Domestic Markets and Financial 
Institutions Supervision Departments, 
meets on a regular basis to explore 
monetary policy issues and provides 
analysis and intelligence to the Monetary 
Policy Committee.

Th e Financial Stability Committee reviews Financial Stability Committee reviews Financial Stability Committee
developments in the fi nancial system 
as a whole with a view to identifying 
risks and recommending steps to reduce
vulnerabilities. Th e Committee comprises the 
Governor and Deputy Governors, Inspector 
of Financial Institutions, senior staff  of the 
Research, Financial Institutions Supervision 
and Domestic Markets Departments.

Th e Bank’s Organisational Chart is shown 
on the following page.

16
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CORE FUNCTIONS

MONETARY POLICY

Trinidad and Tobago is a small and highly 
open economy with a liberalised exchange 
rate regime. Total exports and imports 
comprise 56 percent and 43 percent 
respectively, of Gross Domestic Product 
(GDP). Th e energy sector plays a central 
role in the economy, accounting for 85 
percent of exports, 34 percent of GDP 
and 31 percent of Government revenues in 
2004. Th e major export commodities are 
crude oil, natural gas and their derivatives. 
Th is makes the economy vulnerable to 
fl uctuations in international energy prices.

Th e Bank’s major goal in its management 
of monetary policy is to maintain low 
infl ation and an orderly foreign exchange 
market so as to facilitate sustained growth 
in output and employment. In determining 
monetary policy, the Bank pays attention to 
the eff ect of external prices, the balance of 
payments, the level of external reserves, the 
pace of activity in the domestic economy 
and the internally generated infl uences on 
domestic prices. 

Over the past fi nancial year, the economy 
experienced strong growth in the energy 
sector due to higher production levels and 
buoyant energy prices. Th is has resulted in 
a sizeable surplus on the current account of 
the balance of payments and a strong foreign 
exchange reserves position. Although there 
were signs of a pick-up in the growth of the 

non-energy sector, the pace of economic 
activity in this sector remained relatively 
modest for most of the year.

Infl ationary conditions remained in check 
throughout most of 2004. In the latter part 
of the year, however, headline infl ation 
picked up because of rising food prices 
resulting from higher import prices for 
food staples (corn, wheat and soybeans), 
bad domestic weather conditions and 
higher transportation costs.

Against the background of weak credit 
demand, relatively modest growth in 
the non-energy sector, and moderate job 
creation, the Central Bank adopted an 
accommodative monetary policy stance 
aimed at stimulating investment and growth 
in the non-energy sector of the economy. 
Th e Bank kept its main policy interest rate, 
the “repo” rate, unchanged at 5 percent. 
It also continued to reduce its reliance on 
the statutory reserve requirement focusing 
more on open market operations. 

In October 2003, the Bank announced a 
phased reduction in the statutory reserve 
requirement of commercial banks from 18 
percent of prescribed liabilities to 9 percent 
over an 18 month period. Th e fi rst phase, 
which involved a four percentage point 
reduction of the ratio from 18 percent to 
14 percent, was implemented in October 
2003 while the second phase, involving 
a three percentage point reduction to 11 
percent, was eff ected on September 15, 

“Th e level of liquidity 
in the banking system 
is largely determined 

by the amount of 
government spending 

in the domestic 
economy.”
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2004. Th ese reductions were expected to 
lead to a narrowing of commercial banks’ 
intermediation margins.

Th e level of liquidity in the banking system 
is largely determined by the amount of 
government spending in the domestic 
economy. Th e net domestic fi scal injection 
totalled $3,144.7 million for the fi scal year 
and the Central Bank absorbed much of 
this liquidity through net issues of $1,054.3 
million in treasury bills and notes. Also, 
periodic support to the foreign exchange 
market by the Central Bank (US$246.1 
million) helped to absorb additional 
liquidity. 

Th e high levels of liquidity and the 
implementation of the phased programme 
of reserve reduction have contributed to a 
low interest rate environment. Th e prime 
lending rate fell by 200 basis points to 
9.50 percent in December 2003 and by a 
further 75 basis points to 8.75 percent in 
October 2004. Th e intermediation margin, 
the diff erence between commercial bank 
weighted average loan and deposit rates, 
also fell by 37 basis points to 6.65 percent 
at the end of September 2004 from 7.02 
percent in September 2003.

Th e weighted average loan rate of the 
commercial banks fell by 69 basis points to 
8.53 percent between September 2003 and 
September 2004 while the weighted average 
deposit rate fell by 33 basis points to 1.87 
percent over the same period. Credit to the 

private sector by the consolidated fi nancial 
system, which had been sluggish for much 
of 2003, increased by 10.3 percent in 
the twelve months to September 2004 
compared to the corresponding period in 
2003.

Th e inter-bank rate fl uctuated between 
3.78 percent and 4.35 percent for most of 
the period with a spike of 4.39 percent in 
early August 2004. Discount rates on 3-
month treasury bills rose to a high of 4.88 
percent in December 2003 and fell to a low 
of 4.67 percent in August 2004. Generally 
however, the rate hovered between 4.75- 
4.80 percent. Real estate mortgage rates 
have exhibited a downward trend, falling 
from 12.50 percent in October 2003 to 
9.50 percent at the end of September 
2004.

In the major industrialised countries, 
interest rates have begun to trend upwards as 
the monetary authorities increased their key 
interest rates at a measured pace to contain 
infl ationary pressures. Th ese actions have 
led to a narrowing of the gap between the 
3-month treasury bill rates in the United 
States and Trinidad and Tobago. At the end 
of December 2004, this diff erential stood 
at 247 basis points compared with 384 
basis points in January 2004. 
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GOVERNMENT BOND 
MARKET

A new auction system for government 
bonds was implemented in 2004. Th e 
Central Bank manages the auction process 
and acts as Registrar and Paying Agent. Th e 
bonds are issued in dematerialised form 
as currently obtains for treasury bills and 
notes. Th is move was taken primarily to 
enhance the effi  ciency and transparency of 
the government bond market. Previously, 
government bonds were issued mainly 
through underwriters. In the new system, 
government securities intermediaries 
participate in the bond auctions for their 
own account and on behalf of the public. 
Th is arrangement will facilitate a broader 
distribution of securities as well as promote 
orderly arrangements in the market. 

On July 30, 2004, the fi rst auction of   a 
$300 million bond was conducted via 
the single price system. Th e 15-year bond 
issue was oversubscribed and was issued at 
par, with a coupon rate of 6.15 percent. 
A second $300 million, 15-year bond 
was issued on September 22, 2004 with a 
coupon rate of 6.10 percent and a yield of 
6.13 percent.

Th e Bank has introduced a Government 
Securities Settlement (GSS) system. Th e 
GSS system is limited to the Real Time 
Gross Settlement system (RTGS), which 
was implemented in October 2004. Th e 
GSS system includes a securities depository 
and the auction system. It will serve to reduce 

risk, increase effi  ciency and transparency in 
securities transactions, as well as facilitate 
better record keeping. Th e system supports 
electronic trading in government securities. 
In keeping with international best practice, 
it will allow for settlement on a Delivery 
versus Payment basis. Th e online auction 
system was launched on December 9, 
2004. Treasury bills and treasury notes are 
now being issued via this system. 

FOREIGN EXCHANGE 
MARKET AND EXCHANGE 
RATE MANAGEMENT

In the year ended December 2004, there 
was a higher level of activity in the foreign 
exchange market refl ecting the general 
pickup in the economy. Although the 
demand for foreign exchange increased, 
the market was relatively more liquid than 
in the previous year. However, there were 
intermittent periods of tightness attributed 
largely to outward investments in the 
region by the domestic private sector, and 
the placement of sovereign issues on 
the domestic capital market by regional 
governments. Against a background of 
balance of payments surpluses and a high 
level of reserves, the Central Bank provided 
additional liquidity to reduce market 
imbalances.

During 2004, commercial bank purchases 
of foreign exchange from the public grew 
by 17.9 percent to US$2,441.3 million 
from US$2,070.4 million in 2003. Th e 

“Activity in the 
domestic capital 

market by regional 
issuers remained 

relatively strong,.....”
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growth in purchases refl ected a higher level 
of infl ows from companies in the energy 
sector. Th ere was also an increase in sales 
of foreign exchange by 13.7 percent to 
US$2,984.2 million from US$2,625.1 
million in the previous year. Activity in the 
domestic capital market by regional issuers 
remained relatively strong, accounting for 
US$280 million compared with US$428 
million in the previous year. Th e Central 
Bank sold a total of US$400 million to the 
market in 2004 compared with US$505 
million in the previous year.

Th e US dollar traded in a relatively narrow 
range (see Chart 1). Th e selling rate averaged 
TT$6.2990 compared to TT$6.2951 in 
2003. Th ere was greater fl uctuation in the 
buying rate which averaged TT$6.2441 in 
the review period compared to TT$6.2312 
in the previous year. Notwithstanding 
sales to the market, the net offi  cial foreign 
reserves held by the Central Bank rose to 
US$2.976 billion, up from US$2.242 
billion at the close of 2003, equivalent to 
6.9 months of prospective imports of goods 
and services (see Chart 2).
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FINANCIAL SECTOR 
SURVEILLANCE

Financial Stability Overview
Th e banking sector posted another strong 
performance during fi scal 2004. In general, 
the sector, which comprises institutions 
licensed under the Financial Institutions 
Act, 1993 (FIA), was well capitalised 
with a high level of profi tability. Investor 
confi dence in these institutions remained 
strong, as evidenced by the increase in the 
share prices of those institutions listed on 
the Stock Exchange.

Th e announcement by the Central Bank in 
September 2003 of a phased reduction in the 
reserve requirement2 for banks to the level 
applicable to non-banks has led to some re-
organisation of the business of banks and 
their non-bank subsidiaries. In particular, 
some organisations transferred loans to 
their commercial banks from their affi  liate 
non-banks. Banks continued to expand 
their operations into the region, while some 
non-banks focused more heavily on lending 
to regional borrowers. Consequently, 
investments outside Trinidad and Tobago, 
comprising mainly regional bond issues, 
increased from $5.7 billion to $9.9 billion 
during the period under review. Included is 
an increase in equity investment in foreign 
subsidiaries and affi  liates from $406.5 
million to $1.9 billion. Although these 
investments helped diversify portfolios of 
the banking sector and increased returns, 
they raised issues related to country risk. 

In order to monitor these developments 
more closely, the Central Bank formulated 
additional reporting requirements with 
respect to country exposures of the banking 
sector. Th e ravages wrought by Hurricane 
Ivan and other tropical storms in several 
neighbouring Caribbean countries in the 
fi nal quarter of fi scal 2004, would later 
highlight the vulnerability to country 
and operational risk exposures. One 
major local property and casualty insurer 
was  particularly hard hit and declared a 
substantial provision for claims as a result 
of Hurricane Ivan. On the positive side, the 
insurer was well capitalised and therefore 
able to absorb all claims fi led. 

Th e banking sector was also well capitalised 
to absorb such shocks. In general, the 
sector was more highly capitalised than 
a year earlier, such that the capital ratio3 
averaged 24.9 percent as at September 
2004 compared with 22.1 percent in 2003. 
Th is was more than suffi  cient to cover the 
mandatory 8 percent and 10 percent capital 
charges for credit and foreign exchange 
risks respectively and provide some buff er 
for other risks. 

Supervisory Developments
Developments in fi nancial sector 
supervision during 2004 continued to be 
geared towards furthering the process of 
integrated supervision of the banking and 
insurance industries, fostering enhanced 
oversight of the fi nancial system, and 
enhancing the supervisory framework 

2 See page 20 for more details
3 Refers to the ratio of total qualifying capital to total risk adjusted assets.

“Developments 
in fi nancial sector 

supervision during 
2004 continued to 
be geared towards 

furthering the 
process of integrated 

supervision of the 
banking and insurance 

industries..”
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through the adoption of international best 
practice. Key initiatives in this regard were 
aimed at strengthening the Bank’s capacity 
for risk-based supervision, formulation of 
prudential guidelines to support legislation 
and the harmonisation of the regulatory 
and supervisory frameworks for the 
banking and insurance industries through 
legislative and institutional reform.

Guidelines
Th e Bank formulated fi ve guidelines 
based on international best practice and 
circulated the draft guidelines to the 
banking and insurance industries for 
their review and comment. One of these 
guidelines was fi nalised in the period of 

review, having completed the required 
rounds of consultation with the industry. 
Th e others are in the fi nal stages of the 
consultative process and are expected to 
be fi nalised early in 2005. Th e guidelines 
relate to:

•  Combating Money Laundering and  

    Terrorist Financing

Th is Guideline was fi nalised in September 
2004 and is an update of the 1995 Anti-
Money Laundering Guideline. Th e revised 
Guideline is consistent with the Forty 
Recommendations and the Eight Special 
Recommendations on Terrorist Financing 
developed by the Financial Action Task 
Force on Money Laundering (FATF) as 

Table 1

banking system - selected indicators
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well as new and proposed legislation in 
Trinidad and Tobago. Th e Guideline also 
refl ects updated requirements for greater 
due diligence when handling the accounts 
of “politically-exposed” persons, benefi cial 
owners and non face-to-face customers.

•  Corporate Governance

Th is Guideline is designed to ensure 
that the Board of  Directors and Senior 
Management of fi nancial institutions are 
fully cognisant of the need to adopt sound 
principles and practices for the governance 
of the institutions that they oversee. 
Th e Guideline provides direction on the 
composition, role and function of the 
Board, as well as prudent Board practices. 
A self-assessment by which the Board could 
evaluate its own performance and that of 
its members was also included.

•  Th e Fit and Proper Guideline

Th is outlines a framework which can be 
used by fi nancial institutions in determining 
whether a person is fi t and proper to hold 
senior level positions. In developing the 
Guideline, the fi t and proper provisions 
contained in the Second Schedule of 
the FIA were considered. Some of the 
criteria set out for assessing the fi tness and 
propriety of key personnel include honesty, 
integrity, fairness, reputation, competence 
and capability and the fi nancial status of 
the individual.

•  Prudent Person Approach to Investment   

    and Lending

Th is provides the Board of Directors and 
management of fi nancial institutions 
with a prudential framework for making 
investment and lending decisions. Th e 
Guideline covers the steps for formulating 
and documenting investment and lending 
policies, the loan approval process, outlining 
risk management practices associated with 
investment and lending activities, and 
instituting a reporting framework.

•  Th e Security Guideline for Safeguarding     

    Customers’ Information

Th is Guideline sets out a standardised 
framework for an eff ective customer 
information security programme designed 
to preserve the integrity and confi dentiality 
of customer records and information, and 
to protect against unauthorised access to, 
or use of, such information. Th is Guideline 
requires each fi nancial institution to 
implement a written information security 
programme that includes administrative, 
technical, and physical safeguards 
appropriate to the size and complexity of 
the institution and the nature and scope of 
its activities.

Th ese Guidelines apply both to the banking 
and the insurance industries and will be 
used by the Central Bank of Trinidad and 
Tobago when assessing the risk profi le of 
the fi nancial institutions. 

“...training 
focused heavily on 
fi nancial analysis, 
internal controls, 

and risk-based on-
site examinations 

of insurance 
companies...”
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Th e Bank also established a Professional 
Advisory Committee comprising private 
sector representatives to assist in identifying 
industry developments and trends, provide 
a forum for consultation on proposed 
legislation and improve disclosure, 
reporting and other industry standards.

Integrated Supervision
Th e enactment of the Insurance 
(Amendment) Act No 15 (the ‘Act’) on May 
25, 2004 eff ectively transferred supervisory 
oversight of the insurance industry and 
registered private pension plans from the 
Supervisor of Insurance in the Ministry of 
Finance, to the Central Bank. As a result, 
the Central Bank assumed oversight of 
45 insurance companies, 2,500 insurance 
intermediaries and 208 registered pension 
plans, in addition to the 24 licensees which 
already fell under its purview under the 
Financial Institutions Act (FIA) 1993. Th e 
Bank channelled its eff orts into assuring a 
smooth transition of the supervisory process 
and embarked on a public communication 
strategy to apprise the stakeholders and the 
general public of the changes.

To refl ect its new mandate, the Bank 
Inspection Department was reorganised 
and renamed the Financial Institutions 
Supervision Department (FISD) and the 
Inspector of Banks was re-designated the 
Inspector of Financial Institutions. Th e 
Department was restructured to include 
an Insurance and Pensions Supervisory 

Division and a Policy and Support Unit, 
with responsibility for policy analysis and 
monitoring developments with respect to 
both bank and insurance supervision. 

Market conduct issues have also been 
assigned to this Unit. Additional staff  
with insurance industry experience and 
actuarial expertise were recruited for 
the Insurance Division and an intensive 
training programme was implemented with 
technical assistance from the Offi  ce of the 
Supervisor of Financial Institutions (OSFI) 
in Canada and the Caribbean Regional 
Technical Assistance Centre (CARTAC), 
provided under the auspices of the 
International Monetary Fund. Th e training 
focused heavily on fi nancial analysis, 
internal controls, and risk-based on-site 
examinations of insurance companies and 
pension plans.

Insurance Unit
Subsequent to the transfer of supervisory 
oversight to the Central Bank, the FISD 
focused its eff orts on:- 

• Clearing the huge backlog of matters  
   from the former supervisory authority;
• Preparing computations of the statutory   
   positions of insurance companies and   
   commencing discussions with several of   
   the companies which were in defi cit;
• Compiling diagnostic status reports on      
   all insurance companies;
• Finalising the 2003 Annual Insurance  
   Regulator’s Report (formerly called the  
   Report of the Supervisor of Insurance);   
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 • Developing a database to capture     
   fi nancial information on a quarterly  
   basis to facilitate the off -site monitoring  
   of insurance companies. 

Given the high level of complaints against 
the insurance industry, the Bank has set up 
a Committee, comprising representatives 
of the Association of Trinidad and Tobago 
Insurance Companies (ATTIC) and the 
Central Bank with the responsibility 
for extending the Banking Services 
Ombudsman Scheme to incorporate the 
insurance industry.

With respect to the regulation of Private 
Pension Plans, the Bank analysed fi nancial 
statements and actuarial valuations of 
registered pension plans and assessed 
compliance with the requirements of the 
Insurance Act, 1980.

Basel II Update
On June 26, 2004, the Central Bank 
Governors and the Heads of Bank 
Supervisory Authorities in the Group of 
Ten (G10) countries met and endorsed 
the publication of the International 
Convergence of Capital Measurement and 
Capital Standards - a Revised Framework for 
a new capital adequacy accord.

Th e new Basel Capital Accord, (commonly 
known as Basel II), defi nes a structure 
for the adoption of more risk-sensitive 
minimum capital requirements for banking 
organisations and sets out principles for the 

assessment of capital adequacy by both 
banks  and supervisors. It also seeks to 
strengthen market discipline by enhancing 
transparency in banks’ fi nancial reporting. 
Th e framework will be available for 
implementation in member jurisdictions by 
year-end 2006 and 2007. Th e timetable for 
implementation of the new framework by 
non-G10 countries is expected to be much 
later. Authorities in such jurisdictions have 
been encouraged to consider the readiness 
of their supervisory structures for Basel II 
and proceed at their own pace, based on 
their own priorities. 

Regional Preparation for Basel II
Regionally, the Caribbean Group of  
Banking Supervisors (CGBS) Working 
Committee continued its work on assessing 
the impact of Basel II on the region’s fi nancial 
system. In particular, CGBS is considering 
a modifi cation of the Basel II Quantitative 
Impact Study to refl ect regional infl uences. 
Trinidad and Tobago commenced testing 
of a modifi ed version on one of its licensees 
during 2004 and the exercise is expected to 
be completed early in 2005. 

Th e preliminary view of regional supervisors 
is that the adoption of the Basel II 
Framework will be very resource intensive 
for both the licensee and the supervisory 
agency. It is also of the view that the 
adoption of Basel II will require fi nancial 
institutions to reorganise their systems to 
capture and retrieve the voluminous data 
required for the framework. Th e CGBS 
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has recognised that certain pre-requisites 
are not in place in regional jurisdictions 
for the full implementation of  Basel 
II and has therefore placed priority on 
the implementation of consolidated 
supervision and conformity with the 
Basel Core Principles for Eff ective Bank  
Supervision (Basel I).

Institutional Developments
Institutional developments in 2004 were 
characterised by additional new licensees, 
and several mergers and acquisitions. 

A new licence was granted under Section 
8(2) of the FIA to AIC Merchant Bank 
Ltd, a subsidiary of AIC Financial Group 
(AICFG) of Canada, to carry on business of 
a fi nancial nature in the following classes of 
business: Confi rming House or Acceptance 
House; Leasing Corporation; Mortgage 
Institution; Unit Trust; Financial Services; 
Finance House or Finance Company; 
Merchant Bank; Trust Company; and 
Credit Card Business. In October 2003, 
AICFG also acquired 100 percent of a 
local merchant and fi nance company, Total 
Finance Limited (TFL), and renamed the 
institution AIC Finance Limited. Th e 
company’s business includes operations 
in mortgages, leases, fi xed income and 
equity investments, foreign exchange and 
merchant banking.

Republic Bank Limited completed 
its acquisition of  99 percent of the 

shareholding of Banco Mercantil S.A. 
of the Dominican Republic in October 
2003. RBTT Financial Holdings Limited4 
acquired the Caribbean Commercial Bank 
Limited in Barbados on June 24, 2004, 
which was later renamed RBTT Bank 
Barbados Limited. 

ANSA Finance and Merchant Bank 
Limited, a subsidiary of ANSA McAL, 
acquired Trinidad and Tobago Insurance 
Company (TATIL), another subsidiary of 
ANSA McAL, on December 31, 2003. 
Th e acquisition was made via a share swap 
with the parent company ANSA McAL. 
ANSA Finance and Merchant Bank was re-
named ANSA Merchant Bank Limited in 
June 2004. NEM (West Indies) Insurance 
Limited [NEMWIL], Caribbean Home 
Insurance Company and West Indies 
Alliance (Jamaica) merged operations in 
February 2004, to form a new company 
called Guardian General Insurance Limited. 
Th e Company is a fully owned subsidiary 
of Guardian Holdings Limited.

In November 2004, FirstCaribbean 
International Bank Limited, which is 
registered in Barbados, sold its 10 percent 
shareholding in Republic Bank Limited to 
CLICO, a major life insurer in Trinidad 
and Tobago. As a result of this purchase, the 
CLICO Group now holds approximately 
52 percent of the shareholding of Republic 
Bank Limited.
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BANKING OPERATIONS

Th rough the Banking Operations 
Department, the Bank issues and redeems 
the domestic currency, provides limited 
banking services to licensed fi nancial 
institutions and to the Government, 
and carries out the settlement services 
for transactions in the foreign currency 
portfolio. 

Currency Operations
At the end of September 2004, currency 
in circulation was $2,237 million, 17.3 per 
cent higher than a year earlier. Currency 
in circulation has exhibited a consistently 
rising trend over the years. Chart 3 indicates 
that there is a strong seasonal demand for 
currency in the last two months of the year. 
Th e continuing demand for cash balances 
belies the increasing usage of credit and 
debit cards. Th e distribution of currency 
notes by denominations however, hints at 
the increasing use of ATMs, which deliver 
$100 and $20 notes only.

Approximately 82 percent of currency 
notes in circulation by value at the end of 
the year were in the $100 denomination, 
11.3 percent in the $20 note, 2.5 percent 
in the $10 denomination, and about 2 
percent in both the $5 and $1 notes. Th e 
main denominations of coins in circulation 
were the 25 cent piece (50.2 percent) and 
the 10 cent piece (25 percent). 

Reserve Accounts of Banks and Non-Bank 
Financial Institutions 
Consequent to the two reductions in the 
statutory reserve requirement5 of commercial 
banks in FY04, which  resulted in an 
adjustment to the required ratio from 18 
percent to 11 percent of prescribed liabilities, 
the cash balances that banks are required to 
hold with the Central Bank fell. Between 
September 2003 and September 2004, these 
balances fell by 33.8 percent, somewhat 
less than the 38 percent decline implied in 
the reduction of the reserve ratio, mainly 
because of an 8.3 percent growth in banks’ 
prescribed liabilities.

Although the statutory reserve requirement 
for the non-bank fi nancial institutions was 
left unchanged at 9 percent of prescribed 
liabilities, the reserve balances of these 
institutions fell by 23 percent over the 
year as there was some re-organisation of 
the business of the affi  liated non-bank 
subsidiaries, resulting from the narrowing 
of the reserve diff erential between the banks 
and non-banks. 

Agency Functions
Th e Banking Operations Department 
continued to act as fi scal agent for the 
government in respect of the following:

Public Sector (Arrears of Emoluments) Bonds

Th e Bank continued to encash bonds 
issued under the Public Sector (Arrears of 
Emoluments) Act 1995 and the Public Sector 
(Arrears of Emoluments) Amendment Act 
1998. Although the bonds matured on 
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January 31, 2001, the Bank continues to 
redeem outstanding bonds when presented 
for payment and thus redeemed a total of 
$1.4 million of these bonds, compared 
with $1.9 million in the previous year. 

Tax-Free Bonds
Two issues of tax free bonds created under 
the Government Savings Bond Act Chap 
71:41 matured during the year, namely the 
10-year 8 percent bond issue of October 
- December 1993 and the 10-year 8 
percent issue of July – September 1994. 
Principal repayments and total interest 
payments amounted to $4.3 million and 
$1.2 million respectively. At the end of the 
fi nancial year, two 10-year 8 percent bonds 
remained outstanding, that is, the issues 
of October 1 – December 31, 1994 and 
December 11-29, 1995.

Downtown Owners and Merchants
Association (DOMA) Facility
Th is arrangement was put in place by the 
Government of Trinidad and Tobago to 
assist the business community after the 
destruction of property in downtown Port 
of Spain in the year 1990. Th e facility is 
an interest subsidy on loans undertaken 
by the business owners to reconstruct 
their businesses. Th e Central Bank makes 

interest subsidy payments to the commercial 
banks on behalf of the benefi ciaries and is 
reimbursed by the government. 

Lines of Credit
Th e Central Bank administers a credit 
line extended by the Export Development 
Corporation of Canada (EDC) in an 
amount of US$15.0 million to support 
Canadian capital goods exports to the local 
public and private sectors of Trinidad and 
Tobago. In FY04, the public sector accessed 
US$0.8 million from the facility.

Th e Central Bank also continued to 
administer repayments under the  Business 
Expansion and Industrial Restructuring  
Loan Facility (BEIRL)6 which was 
established in 1993 through a loan 
agreement between the Government of 
Trinidad and Tobago and the World Bank. 
Loan disbursements under the BEIRL 
facility ceased in 1999 but repayments 
are expected to continue until 2006. As 
at September 30, 2004, a total of 51 loans 
representing an amount of US$2.2 million 
(TT$14.0 million) of the US$16.2 million 
disbursed under the facility remained 
outstanding. A total of 40 loans have 
already been liquidated.

6 Th is loan facility provided fi nancing for business enterprises in non-traditional activities and  
   had been eff ected through the commercial banking system.
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FOREIGN RESERVE 
MANAGEMENT

Th e Central Bank manages the offi  cial 
foreign reserves of the country. Th ese 
reserves are largely accumulated by 
purchases of the foreign currency revenues 
which accrue to the government. At the 
end of December 2004, foreign exchange 
reserves amounted to US$2.98 billion, 
compared with US$2.24 billion at the start 
of the fi nancial year. Th e reserves provide a 
prudential cushion against external shocks 
and also provide fl exibility to the Central 
Bank to promote an orderly domestic 
foreign exchange market. Th ese foreign 
currency reserves are invested in external 
markets. 

In late 2001, the Central Bank initiated 
a comprehensive review of its approach 
to reserve management under a World 
Bank “Reserve Advisory Management 
Programme” (RAMP). Th e approach aims 
at ensuring that returns are in line with a 
selected benchmark within a strengthened 
risk management framework. Under the 
programme, the World Bank provides 
technical assistance and training to staff  in 
modern reserve management techniques.  
With the guidance provided under the 
programme, the Bank reorganised its reserve 
management processes and implemented a 
structured risk management approach to 
reserve management. Th e risk management 
process defi nes the risk tolerance of the 
reserve portfolio and sets guidelines for 

the acceptable range of investments, 
credit exposure to counterparties and 
securities, currency composition, liquidity 
requirements and the maturity profi le. 
Portfolio performance is measured against 
a benchmark that refl ects a similar risk 
profi le, asset classes and maturity profi le as 
that defi ned for the Bank.

Given the purpose of the reserves and the 
vulnerability of the economy to external 
shocks, the investment strategy is relatively 
conservative. Th e Bank manages a part of 
the portfolio in-house and also uses external 
asset managers. Th e Bank expects in the 
coming months to engage a few additional 
external fund managers with particular 
expertise in the more complex instruments, 
which will be utilised to enhance returns on 
that part of the portfolio that is considered 
to be available for longer-term investment. 

Th e Bank has also invested in technology 
systems to improve and support the 
investment management process. In order 
to facilitate straight-through processing of 
transactions and hence reduce operational 
risks, an electronic portfolio management 
system was acquired. Th is system will also 
provide quicker access to updated data on 
holdings and better tools to analyse and 
manage portfolio risk. Th e implementation 
of this system is expected to be completed 
by mid-2005.

In the 2005 National Budget, the Minister 
of Finance announced that the Interim 
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Revenue Stabilisation Fund (RSF) would 
be formalised. A part of the energy sector 
revenue is expected to be transferred to 
the RSF based on guidelines that are 
being fi nalised. Th e Fund will continue 
to form part of the external reserves, but 
when the objectives and arrangements are 
formalised, it is anticipated that reports on 
the activities and performance of the RSF 
will be provided separately.

RESEARCH ACTIVITIES/
PUBLICATIONS

In keeping with its work programme, the 
Research Department’s activities for 2004 
were focused on improving economic 
intelligence, conducting economic 
research, participating in regional and 
international seminars and providing policy 
advice to the Bank’s Senior Management.

Economic Intelligence
During the year, the Department 
monitored and reported on developments 
in the national, regional and international 
economic environment; maintained its 
time series data repository; updated its 
Handbook of Economic and Financial 
Statistics; and collaborated with the Central 
Statistical Offi  ce (CSO) in two important 
areas — the Rebasing of the National 
Income Accounts and the background 
work for participation in the International 
Monetary Fund’s (IMF) General Data 
Dissemination System (GDDS). Th e 
GDDS was established by the IMF in 
1997 and provides a framework to assist 

IMF member countries to develop their 
statistical systems in order to produce 
comprehensive, accurate and timely 
economic data. On September 30, 2004, 
Trinidad and Tobago began to participate 
formally in the IMF’s GDDS. 

To make its Quarterly Index of Quarterly 
Real Gross Domestic Product (QGDP) 
consistent with the Rebased National 
Accounts7 produced by the Central 
Statistical Offi  ce (CSO), the Bank has 
changed the base year of its Index from 
1985 to 2000 and introduced a number 
of methodological improvements to its 
indicator series. Th e Rebased QGDP 
Index captures, in particular, the new 
developments that have taken place in the 
natural gas, petrochemical and fi nancial 
services sectors.

Th e Central Statistical Offi  ce (CSO), in 
conjunction with the Bank’s Research 
Department, hosted two seminars to 
sensitise stakeholders about the revisions 
to the national accounts and the Bank’s 
Quarterly Index of Real Gross Domestic 
Product. Th e Central Bank will be releasing 
its rebased Quarterly Real GDP estimates 
in the fi rst half of 2005. Th e Handbook of 
Economic and Financial Statistics will also 
be published during 2005.

Research and Policy Advice 
Th e Staff  of the Research Department 
supported the work and deliberations of 
the Monetary Policy Support Committee 
by producing regular intelligence reports 
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on international and regional economic 
developments as well as a number of research 
and policy briefs on recent and emerging 
economic and fi nancial issues. Th ese 
research reports and briefs include topics 
such as: the Impact of the Reduction of the 
Statutory Reserves Requirement; Payments 
System Reform; Financial Sector Reform; 
the Impact of Sectoral Minimum Wages; 
Trends in the Labour Market; the Rebasing 
of the Index of Quarterly Real GDP; Fiscal 
Issues in Multi-Island States; Business 
Financing; Recent Developments in 
Private Sector Credit; HIPC8:  A Creditor’s 
Perspective; and the CARICOM Single 
Market and Economy. Th e Chronology of 
Monetary Policy was also updated and will 
be released in 2005.

Th e Department played an important 
role in the preparation of the White Paper 
on Financial Sector Reform in Trinidad 
and Tobago, and participated actively in 
the deliberations and discussions of the 
White Paper Committee. Th e White 
Paper provides a plan for the reform of 
the fi nancial services industry in Trinidad 
and Tobago, with the objective of making 
Trinidad and Tobago the Pan-Caribbean 
Financial Centre. 

Staff  members of the Department also 
participated on various national committees 
including the Vision 2020 Sub-Committee 
on Macro-Economy and Finance, the 
White Paper Implementation Committee 
and the Inter-Ministerial Consultative 

Committee on the CARICOM Single 
Market and Economy. 

Meetings, Seminars and Conferences
Th e Department was closely involved in 
the hosting of a two-day International 
Seminar in conjunction with the 
International Monetary Fund on the 
theme ‘Developmental Challenges Facing 
the Caribbean’ over the period June 11-12, 
2004 in commemoration of the Central 
Bank’s 40th Anniversary. Th e Prime 
Minister of Trinidad and Tobago delivered 
the keynote address and the Conference 
featured presentations and panel discussions 
from national, regional and international
experts.

Staff  members of the Department 
participated in the following regional and 
international conferences:

• Research Review Seminar of the Central  
   Bank of Barbados
• Th e Eastern Caribbean Development    
   Conference (St. Kitts)
• Th e Annual Monetary Studies                
   Conference of the Caribbean Centre for  
   Monetary Studies (St. Kitts)
• G24 Technical Group Meeting (Geneva,   
    Switzerland)
• Th e Council of Finance and Planning  
   (CARICOM) (Port of Spain) 
• Seminar on Financial Stability and  
   Development (IMF)(Washington D.C.)
•  Zeus Development’s 2003 East Coast   
   LNG Conference (Boston, USA)

CORE FUNCTIONS
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• CDB Annual Meetings (Tobago)

Th e Knowledge and Information 
Management Department (KIM) which 
was closely involved in the establishment 
of the Money Museum and other 40th 

Anniversary activities, has prepared the 
following key publication for release in 
2005:

•  Face of Man (Vol 2): Th e Dr. Eric 
Williams Memorial Lectures, 1993-2004.

CORE FUNCTIONS
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TECHNOLOGY 
INFRASTRUCTURE

Th e Bank embarked on a programme to 
improve its operating systems through 
the installation of updated technology 
and during the past year, was engaged in 
implementing several projects.

Th e Bank completed the consolidation of 
its internal corporate applications with the 
implementation of an Enterprise Resource 
Planning solution (ERP Application, 
Oracle). Several cross-functional teams 
comprising staff  from Internal Audit, 
Information Technology Services, Finance 
& Accounting, Human Resources and 
General and Facilities Services were used 
to ensure that the project, which began 
in October 2003, was completed in the 
relatively short implementation period  of 
nine months. 

Th e project involved extensive re-
confi guration, data migration, training 
and testing. As a result of the ERP 
solution, all corporate data now reside 
in one repository, allowing the Bank to 
take advantage of Business Intelligence. 
Th e technical environment has been 
simplifi ed, internal processes are now more 
streamlined and best practice as well as 
good corporate governance principles, have 
been incorporated.

Th e Bank has also been engaged in the 
reform of the Payments and Securities 

Clearance and Settlements System. As 
part of the Payments System reform, the 
Bank’s network has been extended by the 
implementation of an Extranet to the 
Commercial Banks and the Government 
Securities Intermediaries. Th is allows  
secure access to the RTGS and the Online 
Auction systems. Th e Ministry of Finance 
and the Treasury have been provided access 
to the Debt Monitoring system hosted by 
the Central Bank. 

Th e Knowledge and Information 
Management Department, which was 
established in 2003 to manage the Bank’s 
information services, including the library 
and information resources as well as 
records and archives, continued to focus 
on leveraging the information technology 
to improve access to the Bank’s intellectual 
resources. Th e department continued 
to work on modules of the Know IT All 
system (KITA), which was designed to 
capture, protect, create, share and permit 
reuse of the Bank’s intellectual resources in 
an integrated environment.

Th rough the Bank’s Intranet, staff  can now 
access a variety of online search services and 
a wide range of full text journals covering 
a variety of subjects. Staff  can also search 
the Library’s in-house collection as well as 
the collections of other libraries such as the 
Joint Library of the World Bank and the 
IMF. 

MAJOR INITIATIVES
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A Portfolio Management System to 
support the reserve management function 
and facilitate straight-through processing is 
currently being installed and is scheduled 
for completion in mid- 2005. Development 
of systems to support the expanded role 
of Financial Institutions Supervision 
has begun, with the Complaints and 
the Intermediaries systems already in 
production.

Th e Bank’s Business Continuity Plan 
is being refi ned and updated based on 
best practices of the Disaster Recovery 
Institute International. A “hotsite” facility 
has been acquired, equipment has been 
tested and the facility is almost ready for 
full commissioning. Equipment and 
systems are also being installed for critical 
applications to provide up to a second level 
of failover redundancy. 

Data Security has been given special focus 
over the past year. Th e Bank’s security 
architecture has been developed based on 
the ISO 17799 standard for Information 
Security management, and security policies 
and procedures have been drafted. Th e 
Security infrastructure was revamped over 
the past year to provide secure internal and 
external access to the network. Security 
auditing has been activated, with “alert” 
reports being generated for use by managers 
and supervisors.

FINANCIAL SECTOR REFORM

In 2004, the Central Bank was a key player 
in a team appointed by the Ministry of 
Finance which fi nalised the White Paper 
on Financial Sector Reform, which was 
subsequently approved by the Parliament. 
Th e Reform strategy aims, inter alia, at 
making Trinidad and Tobago the Pan 
Caribbean fi nancial centre, and contains 
a number of recommendations and an 
implementation timetable for reforms in 
the Banking Sector, the Capital Market and 
Mutual Funds industry, the Insurance and 
Pension Industry, the Credit Union Sector 
and Venture Capital. Critical to the reform 
strategy is the upgrading of the regulatory 
and supervisory framework, the payments 
system and the information technology 
environment in line with international best 
practices.

Amendments to the Insurance Act, 1980
As discussed above, during 2004, the 
initial steps towards the establishment of 
an integrated regulator were taken with the 
amendment of the Insurance Act 1980. 
In addition to transferring the regulatory 
authority to the Central Bank, the legislative 
revision also:

• amended the appeal provision allowing 
any regulatory sanction by the Central 
Bank to have eff ect unless the appellant is 
granted an injunction by the Court; and 
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• redefi ned arrangements, such that 
regulations under the Act may now be 
made by the Minister of Finance but on 
the recommendation of the Central Bank.

Th e  Central Bank is currently working 
on more  substantive amendments to the 
Insurance  Act 1980 which will address, 
inter alia: 

(a) increased minimum capital    
     requirements;

(b) reformed investment guidelines;

(c) new standards of market conduct;

(d) enhanced powers for the Supervisor.

Th e Financial Institutions Act 1993
Globalisation and the rapid evolution of the 
fi nancial sector have underscored the urgent 
need for amendments to the Financial 
Institutions Act 1993. In particular, the 
emergence of fi nancial holding companies 
comprising banks, insurance and securities 
trading, and the acquisition by domestic 
fi nancial fi rms of off shore subsidiaries have 
created new challenges for the Central 
Bank as regulator.

Th e Central Bank is currently working on a 
package of amendments to the FIA to bring 
the legislative framework more in line with 
international best practices. Cabinet has 
already approved three amendments which 
are expected to be presented to Parliament 
shortly. Th ese amendments are intended 
to:

(i) make mergers and acquisitions of 
licensees by a bank or fi nancial entity 
subject to the approval of the Minister, 
after consultation with the Governor of the 
Central Bank;

(ii) allow for the sharing of information 
with local and external fi nancial regulators;

(iii) expand the criteria to be taken into 
account before granting a permit to a 
shareholder of a licensee under the FIA.

A fourth amendment to be presented will 
provide powers to the Central Bank to 
supervise larger credit unions which are now 
supervised by the Co-operative Division of 
the Ministry of Labour and Co-operatives.

A more comprehensive package of 
amendments to the FIA is expected to be 
enacted by mid-2005 and will give the 
Central Bank authority to:
 
(i) implement consolidated supervision of 
conglomerates;
(ii) limit intra-group transactions and 
transactions between related parties; and
(iii) require adequate capital and other 
prudential requirements to be applied on a 
consolidated basis.

Financial Services Ombudsman 
Th e Central Bank also began discussions with 
the insurance industry to expand the current 
Banking Services Ombudsman scheme to 
include complaints in the insurance industry.  
Th is has already been implemented.

MAJOR INITIATIVES

40



ANNUAL REPORT 2004

Payments System Reform
In 2001, the Bank initiated a   
comprehensive programme of reform of 
the National Payments System (NPS). Th e 
multi-year project is intended,  inter-alia, 
to modernise the clearance and settlement 
of payments and securities transactions and 
reduce risk. Over the last three years, the 
Central Bank has been collaborating with 
fi nancial institutions, the Government and 
private sector groups to implement various 
stages of the reform programme. 

Th e Bank, with the assistance of  
international private consultants and 
the World Bank, successfully completed 
the fi rst phase of the reform programme 
when it launched the Real Time Gross 
Settlement (RTGS) (called safe-tt) on 
October 14, 2004. Th e system provides for 
the online gross settlement of large value 
and time-critical payments. In so doing, it 
has improved the capability of the banks 
to manage their liquidity positions and the 
capacity of the Central Bank to monitor 
liquidity in the fi nancial system.

On December 9, 2004, the Central Bank 
went live with an electronic Government 
Securities Settlement (GSS) system. Th e 
new system will be used for Treasury Bills 
and Treasury Notes in the fi rst instance, and 
will be expanded to include Government 
Bonds in the fi rst quarter of 2005. Th e 
GSS system is comprised of an on-line 
auction system and an integrated securities 
depository. Th e GSS is currently integrated 

with the RTGS to facilitate the settlement 
of government securities transactions and 
simultaneous recording of the ownership of 
securities in the depository.

Th e Bank has also been collaborating 
with the commercial banks to establish 
an Automated Clearing House (ACH) 
for electronic retail transactions. A new 
company – Th e Trinidad and Tobago 
Interbank Payments System (TTIPS) – 
which is jointly owned by the commercial 
banks and the Central Bank, has been 
incorporated to manage the system. Th e 
ACH, which is expected to begin operations 
around mid-2005, would be linked to 
the Central Bank’s RTGS to facilitate net 
settlement of high volume inter-bank 
transactions.
 
Th e reform of the current legal environment 
for payments, clearance and settlement 
is also underway. Draft legislation has 
been prepared and has been distributed 
to stakeholders for comment. It is hoped 
that the legislation will be presented to 
Parliament by mid- 2005.

In line with the Core Principles for 
Systemically Important Payment Systems 
disseminated by the Basel Committee on 
Payment and Settlement Systems (CPSS), 
one of the major provisions of this new 
legislation will give oversight authority 
over payment systems to the Central 
Bank. Accordingly, the Payments System 
Department which has been coordinating 
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the reform eff ort will be restructured and 
staff ed to undertake this function. Th e Bank 
intends to strengthen the Payments System 
Council, which was established in 2002. 
Its purpose is, among other things, to share 
information on developments in payments 
matters, facilitate the necessary co-
operation between all market participants 
and regulators in payments clearance and 
settlement matters, and promote common 
initiatives towards the strengthening of 
these arrangements.

Th e Bank was invited to participate in the 
Bank for International Settlements (BIS) 
Working Group on General Guidance for 
the Development of Payment Systems. 
Th e group was initiated by the CPSS in 
November 2003 to establish practical 
guiding principles for the development 
of payment systems. It comprises 
representatives from some CPSS central 
banks, a range of other central banks, the 
IMF and the World Bank. Th e Central 
Bank’s representative has been contributing 
to the work of the group which is to 
produce a report to the CPSS in the fi rst 
half of 2005.

MONEY MUSEUM AND  
BUILDING ACTIVITIES

To coincide with its 40th anniversary, the 
Central Bank began, in mid-2003, a phased 
refurbishment of its building facilities. In 
the second half of 2003, a comprehensive 
re-modelling of the Executive Floor 
was completed. At the end of 2004, 

refurbishment work was completed on 
the main concourse which now includes a 
Money Museum. 

Th e Money Museum is intended to add 
to the educational resources of the country 
by providing an alternative learning 
experience in which school children and the 
community at large can learn about money 
and fi nancial matters. Th e museum covers 
an area of 350 square metres and consists 
of a mix of showcases, graphics, a number 
of interactive exhibits and multimedia 
experiences. It tells the story of the global 
history of money, the history of money in 
Trinidad and Tobago and the role that the 
Central Bank has played and continues to 
play in shaping the economic and fi nancial 
landscape of Trinidad and Tobago. 

FORTIETH ANNIVERSARY  
ACTIVITIES AND 
COMMUNITY OUTREACH

As part of the events organised to 
commemorate the Bank’s 40th Anniversary, 
the Bank sponsored, in conjunction with 
the Ministry of Education, a Schools’ Essay 
Writing Contest in October 2004, which 
attracted participation from approximately 
300 students from the eight educational 
districts in Trinidad and Tobago. In 
collaboration with SERVOL, a non-
governmental social support organisation, 
the Bank also sponsored a “Youth Speak Out 
Competition” to test the public speaking 
skills of students enrolled in SERVOL’s 
Adolescent Development Programme. 

“Th e Money 
Museum is 

intended to add 
to the educational 

resources of the 
country ...”
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Th e Bank facilitated the attendance of 
several sixth form students from the nation’s 
schools at the Caribbean Development 
Bank’s Fifth William Demas Memorial 
Lecture9, which was held in Tobago on 
May 13, 2004. Former Vice-Chancellor of 
the University of the West Indies, Sir Rex 
Nettleford, delivered the feature address 
on the topic “Culture and Economic 
Development”. 

Th e Bank also hosted the Eighteenth 
Dr. Eric Williams Memorial Lecture in 
the Ballroom of the Trinidad Hilton. 
Th e lecture on the topic “HIV/AIDS: 
Challenges to  the Caribbean” was delivered 
by Sir George A.O. Alleyne,  Chancellor 
of the University of the West Indies and 
United Nations Ambassador for AIDS in 
the Caribbean. 

On November 29, 2004, the Central 
Bank in conjunction with the World Bank 
hosted a Commodity Fund Forum. Th e 
Forum Agenda included presentations 
from a number of countries that have 
operated stabilisation and heritage (savings) 
funds based on high “rents” from single 
export commodities. Th e Government 
of Trinidad and Tobago in the National 
Budget, presented in October 2004, had 
confi rmed its intention to formalise the 
Interim Revenue Stabilisation Fund which 
had been established in 2000.

Th e Minister in the Ministry of Finance 
made a presentation on some of the 
issues under consideration for the formal 
arrangements for the Fund. In addition 
to local participation, attendees included 
representatives from countries that are also 
considering establishing similar funds.
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ADMINISTRATIVE MATTERS

Human Resource and Organisational 
Development
Th e Human Resource and Organisational 
Development Department focused this 
year on pioneering a number of key 
initiatives guided by best practices locally, 
regionally and internationally. Some new 
systems were developed and practices 
improved with a view to establishing the 
Bank as an employer of choice and creating 
a work environment that recognises and 
encourages teamwork, rewards individual 
and collective excellence, initiative and 
creativity so as to enable the organisation 
to achieve its full potential.

Th e key initiatives introduced were:
•  A Career Management System – which A Career Management System – which A Career Management System –
includes a Structured Graduate Trainee 
Programme to assist staff  who acquire 
degrees while in Bank employment, and 
other young graduates to apply their 
academic training to the work place and to 
successfully transition to the professional 
level in the Bank. 

•  Corporate Succession Planning – •  Corporate Succession Planning – •  Corporate Succession Planning Bank 
specifi c system for identifying and fast 
tracking high potential employees and 
readying them for future leadership 
positions. 

•  HR Policies Manual Review – A
revision of  the HR Policies Manual 
incorporating best practice, research and 
staff  suggestions.

•  An Updated Performance Management 
System – that emphasises transparency and 
focuses on results, core values and desired 
competencies. Th e system also provides for 
anonymous feedback by peers and direct 
reports. Professional and Management  
staff  were assigned external coaches to 
assist in personal development planning. 
A Competency Manual that clearly defi nes 
the competencies for all jobs in the Bank 
and the criteria for career advancement was 
also developed and circulated to staff .

Employee Relations/Industrial 
Relations
Negotiations for the 2003/2005 Collective 
Agreements were completed during this 
fi scal year.

Training and Development
During 2004, approximately one third 
of the Bank’s staff  benefi tted from job-
specifi c training locally and overseas. In 
addition, several in-house programmes on 
more generalised topics such as Customer 
Service, Presentation Skills, Report Writing 
and Personal Financial Planning were 
organised. Th e HR Department also 
introduced a Lunch and Learn Series to 
provide staff  members with the opportunity 
to participate in discussion sessions on a 
range of topics relevant to their personal 
and professional development.

Th e Bank also reintroduced a structured 
Pre-Retirement Planning programme 
targeted at all employees 45 years and 
older.

STAFF & ADMINISTRATIVE MATTERS

“Some new systems were 
developed and practices 

improved with a view 
to establishing the 

Bank as an employer 
of choice and creating 
a work environment 

that recognises 
and encourages 

teamwork,...”
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Staff  Benefi ts
A new Employee Assistance Programme 
provider, (PEAPSL) was contracted. 
PEAPSL provides counselling services to 
staff  as needed, conducts training sessions 
and shares several “tips” with staff  through 
a monthly newsletter. 

Th e Bank, in conjunction with its actuaries, 
produced a pension booklet to assist staff  
in understanding the Central Bank of 
Trinidad and Tobago Pension Scheme 
and its benefi ts. Discussion sessions were 
conducted with staff  to address concerns 
and questions.

A Retirees’ Offi  ce, fi nanced by the Bank, 
was opened to provide a range of services 
to Bank retirees. 

Recruitment and Staffi  ng 
Th e Bank has had to increase recruitment 
to fi ll a number of positions created by 
its expanded responsibility as regulator of 
insurance companies and pension plans, 
the expansion of the reserve management 
and corporate governance portfolios, and to 
fi ll vacancies in the Research Department.

As at September 30, 2004 the Bank’s staff  
complement was 429 compared with 
398 a year earlier. Th is number includes 
new recruits for Financial Institutions 
Supervision Department. Th ere are eight 
Graduate Trainees within the Bank, 
consistent with the philosophy of growing 
our own timber.

Several senior professionals were promoted 
to fi ll management positions that arose out 
of restructuring and attrition:

 Ms. Hazel Marcelle
 Manager, 
 Domestic Market Operations -  
 eff ective October 2003.

 Mr. Lester Shim 
 Manager,
 Reserve Management - 
 eff ective October 2003.

 Mr. Kenneth Coker
 Manager,
 Banking Operations - 
 eff ective November 2003.

 Mrs. Elizabeth Austin
 Manager,
 General & Facilities Services -  
 eff ective January 2004.

 Ms. Ann-Marie Narine
 Manager
 Policy & Support - 
 eff ective  January 2004.

At the senior level, the following 
appointments were made:-

 Major Doddridge Jack
 Security Operations Offi  cer -  
 eff ective November 3, 2003.
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 Mrs. Sherry-Ann Bachew-Rudd
 Manager,
 Legal and Corporate Secretariat   
 Services - 
 eff ective August 3, 2004.

Th e following management staff 
separated from the Bank during the
period:-

 Mrs. L. Adele Husbands-  
 Williams – 
 Manager,  
 General Services retired - 
 eff ective October 18, 2003.

Ms. Radica Maharaj – 
Manager,

 Legal Department 
 took early retirement -
 eff ective January 31, 2004.

 Mrs. Margaret Sealy –  Mrs. Margaret Sealy –  Mrs. Margaret Sealy
Senior Manager Internal Audit &  

 Corporate Governance
 took early retirement -
 eff ective August 10, 2004.

In addition to these retirees:-

 Ms. Dara Healy – Manager,   Ms. Dara Healy – Manager,   Ms. Dara Healy
 Corporate Communications  
 resigned with eff ect from   
 April 16, 2004.

STAFF & ADMINISTRATIVE MATTERS
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FINANCIAL PERFORMANCE

Th e Bank’s assets comprise, in the main, foreign 
currency assets which represent the offi  cial foreign 
currency reserves. Th ese assets are derived principally 
from purchases from the government of its foreign 
currency revenue from the energy sector. Th e 
counterpart domestic currency is credited to the 
accounts held at the Bank by the Government. 
Due to the predominance of external assets, the 
Bank’s earnings are therefore largely infl uenced by 
the evolution of interest rates in the major securities 
markets.

Th e Bank’s major liabilities comprise balances 
held by the Government derived in part from the 
domestic counterpart of revenue from the energy 
sector, balances held by commercial banks as 
statutory reserves and currency in circulation. Major 
expenditure items are personnel costs, printing and 
minting of the currency and interest paid.  

Total Assets as at September 30, 2004 were  TT$20.3 
billion, 23.8 percent higher than a year earlier, of 
which 92.2 percent was represented by external 
assets. Th is growth resulted from the higher level 
of tax revenue collected by the Government from 
the energy sector. Increases on the liabilities side of 
the balance sheet were accounted for by increases 
in balances held by the government, which more 
than off set the lower balances held in the statutory 
reserve accounts of fi nancial institutions. Included 
in the accounts held on behalf of the Government 
is the Interim Revenue Stabilisation Fund (TT$2.8 
billion). Formal arrangements for the operation of 
the Fund have not yet been fi nalised.

Th e reserve ratio for commercial banks had been 
reduced in two steps during the year from 18 
percent to 11 percent of their prescribed liabilities, 
a reduction of approximately 38 percent of previous 
balances. However, prescribed liabilities of banks rose 

by 8 percent during the year, so that balances held 
at the Central Bank at September 30, 2004 were 
33 percent below the previous level a year earlier. 
Currency in circulation at September 30, 2004 rose 
in value by 17.3 percent from a year ago.

During FY04, the Bank undertook building works 
to establish a Money Museum which was offi  cially 
opened on December 03, 2004 and refurbished 
the Executive Offi  ces, the main concourse on 
the ground fl oor and the Auditorium Lobby. 
Other capital expenditure included the Enterprise 
Resource Planning solution, and the Real-Time 
Gross Settlement System. Th e amounts charged to 
Earnings are in accordance with normal depreciation 
rates on such assets. 

Gross Income in FY04 was TT$ 397.6 million or 
16.3 percent higher than for the previous year, due 
mainly to the higher average level of assets held during 
the year. While international interest rates increased 
in the last quarter of the fi nancial year, they were still 
at historically low levels. On the expenditure side, 
total expenditure fell by 6.6 percent, mainly due to 
lower interest paid. Overall personnel expenditure 
was 19.7 percent higher than the previous year’s level 
due to an increase in staff  numbers from 398 to 429 
and higher compensation costs following agreement 
on new compensation agreements for the period 
2003-2005 for staff  (excluding the Executive and 
management).

Th e higher staff  cost therefore included arrears for 
2003 and 2004. Net earnings after allowances for 
depreciation and other provisions were signifi cantly 
higher at TT$159.3 million, compared to $96.3 
million in FY03. Th is surplus is to be transferred 
to the Consolidated Fund of the Government of 
Trinidad and Tobago in accordance with Section 
35(5) of the Central Bank Act. 
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Th e attached notes on pages 57 to 61 form an integral part of these Financial Statements.
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NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2004
1. INCORPORATION AND PRINCIPAL           
    ACTIVITIES

Th e Central Bank of  Trinidad and Tobago was established 
as a body corporate in 1964 under the Central Bank Act 
(Chapter 79:02) (Th e Act) with the principal objective of 
promoting monetary credit and exchange conditions that 
are most favourable to the development of the economy 
of  Trinidad and Tobago. Th e Bank has the exclusive right 
to issue and redeem currency notes and coins in Trinidad 
and Tobago, and is empowered to, inter alia, act as banker 
for, and render economic, fi nancial and monetary advice 
to the Government of  Trinidad & Tobago; open accounts 
for, and accept deposits from the Government, local 
Government and statutory bodies, commercial banks 
and other fi nancial institutions. It also has the authority 
to make advances, purchase from, sell and discount bills 
of exchange and promissory notes on behalf of the above 
institutions; and to purchase and sell foreign currencies 
and securities of other Governments and international 
fi nancial institutions. 

2. ACCOUNTING POLICIES

(a) Basis of Accounting

Th e fi nancial statements are prepared under the historical 
cost convention and no account has been taken of the
eff ects of infl ation in these Statements. Th e Financial
Statements have also been prepared in accordance with
Standards issued by the International Accounting 
Standards Committee (IASC) and in keeping with the
requirements of Th e Act. Th e preparation of Financial
Statements in conformity with the IASC standards 
requires management to make estimates and assumptions 
that aff ect the amount at which assets and liabilities are
reported and to disclose contingent assets and liabilities in 
existence at the Balance Sheet date. 

(b) Fixed Assets - Depreciation 

Fixed Assets are recorded at their cost of acquisition less
accumulated depreciation. Additions or improvements to
assets during the year, which signifi cantly add to the value 
of or extend the useful life of such assets are capitalised as
part of the cost. When an asset is retired or sold, the cost 

and accumulated depreciation are extracted from the  
respective accounts and any gain or loss arising is dealt 
with in the Earnings Statement. Depreciation is charged 
on a straightline basis, at the rates stated alongside the 
assets shown:

(c) Foreign Currencies

Assets and Liabilities denominated in foreign currencies 
are recorded at book rates established by the Bank during 
the year. Foreign currency transactions are translated into 
Trinidad and Tobago dollars at the exchange rates ruling 
on the date of the transactions, and any gains or losses on 
exchange which arise from normal trading activities are 
included in the determination of Income. At Balance Sheet 
date, these assets and liabilities are converted at market 
rates of exchange for the particular currency in terms of 
the TT Dollar. Changes in fair values are recognised in the 
Income Statement for the year.

d) Investments

Investment in Securities for trading purposes are stated at
fair values based on quoted market prices and any realised 
or unrealised gains and losses on these investments are
reported in the Income Statement. Where Securities are
redeemable on fi xed dates, they are carried at their
amortised cost, and any reduction in market value is 
not taken into account, unless they are considered to be 
permanent. 

e) Loans and Advances

Loans and advances are shown net of allowances for losses. 
Any interest arrears are accrued and provided for in the
current fi nancial period when it is due. Determination 
of allowances for losses are based on an annual appraisal 
of each loan or advance, and specifi c provisions are 
made when, in the opinion of management, credit risk 
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or economic factors make the full recovery doubtful. 
Provisions created, including increases and decreases, 
thereto are recognised in the Income Statement.

(f) Printing and Minting Expenses

Th e cost of printing notes and minting coins is expensed
when the units of currency are issued and put into 
circulation. 

(g) Bad and Doubtful Debts

Pursuant to Section 35 (4) of Th e Act, provisions are made 
for bad and doubtful debts in the Accounts. In this regard, 
the relevant assets are shown on the Balance Sheet net 
of an amount, which in the opinion of the Directors, is 
required as a specifi c provision.

(h) Employee Benefi ts

Th e Bank implemented IAS 19 (Revised 1998) – 
Employee Benefi ts, on October 1, 1999. Th is Standard 
prescribes the accounting and disclosure requirements for 
employee benefi ts.

(i) Pension Obligations

Th e Bank operates a Defi ned Benefi t fi nal salary pension
plan, the assets of which are held in a separate trustee-
administered scheme. Th e Scheme’s accounting costs are 
assessed on the basis of the projected unit credit method, 
which charges to the Income Statement the cost of 
providing pensions, in order to spread the regular cost 
over the service lives of employees in accordance with the 
advice of the actuaries. Valuations are carried out every 
three years, the last being done on September 30, 2002.

Actuarial gains and losses are recognised as income or
expense when the cumulative unrecognised actuarial gain 
or loss exceeds the greater of 10% of the defi ned benefi t 
obligation and 10% of the fair value of the plan assets.

(j) Income and Expenses

All signifi cant items of Income and Expenditure are
accounted for on an accrual basis.

(k) Changes in Balance Sheet Presentation

Th ree changes were made in the fi nancial reporting for 
the year ended September 30, 2004.

“Claims Receivable”, formerly classifi ed under “Other” in 
“Other Assets” is now reported as a separate item under 
“Other Assets” on the Balance Sheet. 

Th e category ‘Other,’ previously classifi ed under the major  
heading of  “Other Liabilities”  on the Balance Sheet has 
been restated as ‘Miscellaneous Liabilities’. 

“Blocked Accounts – Open Market Operations” (OMO), 
formerly classifi ed under “Miscellaneous Liabilities” is 
now reported as a separate item under “Other Liabilities” 
on the Balance Sheet. 

Th ere have been no other material changes to the Bank’s 
reporting policies. 

(l) Comparative Amounts

To ensure consistency with the current year, comparative
fi gures have been restated where appropriate.

3. CLAIMS RECOVERABLE

Claims Recoverable shown on the Balance Sheet 
comprise:
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4. FIXED ASSETS

5. PROVISIONS

Th e Bank has a policy of providing for all known and 
foreseeable losses in the accounts and has adopted a
prudential approach of provisioning to preserve suffi  cient
funds to cater for adverse trading developments that may 
arise from its activities.

6. ISSUED & FULLY PAID UP CAPITAL

Provision is made in Section 34 (5) of the Central Bank 
Act, for the Paid Up Capital of the Bank to be increased 
each year by an amount of not less than fi fteen percent
of the amount to be paid into the Consolidated Fund, 
until the Paid Up portion of the Authorised Capital is 
equal to the Authorised Capital. At September 30, 2001 
the Paid Up Capital was equal to the Authorised Capital
$100 million.

7. GENERAL RESERVE FUND

Provision is made in Section 35 (3) of the Central Bank 
Act for the BankAct for the BankAct to place in the General Reserve Fund 
or the Special Reserve Funds, or in both, an amount 
not exceeding ten percent of the Net Profi t of the Bank 
for each fi nancial year until the General Reserve Fund is 
equal to the Authorised Capital. At September 30, 2003 equal to the Authorised Capital. At September 30, 2003 equal to the
the General Reserve Fund was equal to the Authorised 
Capital of $100 million.

8. OTHER OPERATING EXPENSES

Other Operating Expenses in the Income Statement 
comprise:

2003 2004
$000 $000

59,705 Staff Costs 71,492

      7,188 Utilities 7,653

      2,354 Insurance 2,225

      2,871 Computer Services 4,048

 8,620 Maintenance 7,862

    20,829 Miscellaneous Operating Expenses 15,964

101,567 Total Other Operating Expenses 109,244
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9. OTHER PROVISIONS - EARNINGS  
    STATEMENT

Provisions are made within the meaning of Section 35 meaning of Section 35 meaning of
(4)(b) of the Act and comprise the following:Act and comprise the following:Act

10. CAPITAL AND RESERVES

11. TAXATION

Section 55 of the Central Bank Act Chapter 79:02 
exempts the Bank from the provisions of any Act relating 
to income taxation, company taxation and from the 
payment of stamp duty. 

12. CLASSIFICATION OF FINANCING 
      ACTIVITIES IN THE CASH FLOW 
      STATEMENT

Discussions have taken place with the Auditor General’s 
Department on the classifi cation of certain items under 
“Financing Activities” in the Cash Flow Statement. 
Discussions will continue in the fi nancial year ending 
September 30, 2005 to conclude this matter.

13. PENSION PLAN

Th e amounts recognised in the Balance Sheet are as 
follows:

Th e IAS 19 (Revised 1998) standard requires that the 
fi nancial assumptions used in the calculation of the 
Net Pension Asset be based on market expectations 
that are neither imprudent nor excessively conservative. 
Consequently, by utilising an annual rate of salary increases 
of 4.5 percent and a discount rate of 6.5 percent increased 
the Net Pension Asset at September 30, 2004 to $100.9 
million (September 30, 2003, $86.5 million).

Reconciliation of Opening and Closing Defi ned 
Benefi t Assets

Th e amounts recognised in the Statement of Earnings 
at September 2003 and 2004 were as follows:

2003 2004
$000 $000

- Provision for unreconciled

differences - Mortgage Properties  756

- Total Provisions 756

Opening Defined Asset (52,704) (86,513)

Plus Pension Cost (32,693) (12,847)

Less Bank Contribution Paid (1,116) (1,524)

Closing Defined Asset (86,513) (100,884)

2003/2004
$000

2002/2003
$000

Current Service Cost 3,382 4,784

Interest on Defined Benefit

Obligation 9,508 9,963

Expected Return on Plan Assets (30,741) (27,351)

Amortised Net (Gain)/Loss - (16,375)

Movement in Unutilised Assets (14,842) 16,132

Net Pension Cost (32,693) (12,847)

2003/2004
$000

2002/2003
$000
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Year End
30/09/04

$000

Year End
30/09/03

$000
Defined Benefit Obligation 145,803 166,029
Fair Value of Assets (354,881) (419,980)

(209,078) (253,951)
Unrecognised Gains/(Loss) 13,994 28,364
Un-utilised Assets 108,571 124,703
Net IAS 19 Defined Liability
/(Asset) (86,513) (100,884)
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Return on Plan Assets

Actuarial Assumptions

Discount rate       Discount rate       Discount rate 6.5%
Expected return on Plan Assets   7.75%
Projected future rate of salary increase     4.5%
Value of Pension Scheme Assets                Based on 
            Market value at 
        Balance Sheet date

14. CAPITAL COMMITMENTS

Th ere were no outstanding commitments for capital
expenditure at September 30, 2004 (2003 - NIL).

15. CONTINGENT LIABILITIES

Contingent Liabilities have arisen in the normal course 
of business. Th ese comprise several High Court actions 
brought against the Bank for which unspecifi ed damages
have been claimed. Th e majority of these matters have not 
yet been listed for hearing, consequently, it is not possible 
to quantify an amount for damages at this time.

16. RELATED ENTERPRISES

Section 36 (g) of Th e Act, empowers the Bank with the 
approval of the Minister of Finance, to acquire, hold and 
sell shares or other securities of any statutory body or 
company registered under the Companies Ordinance, for 
the purpose of promoting the development of a money or 
securities market in Trinidad and Tobago or for fi nancing 
the economic development of Trinidad and Tobago. Th e
Bank has investments in two related enterprises, these are
shown at cost in the Financial Statements.

(a) Deposit Insurance Corporation

Th e Central Bank holds the total Issued Capital of the 
Deposit Insurance Corporation (the Corporation) in the
amount of $1,000,000. Th e Accounts of the Corporation 
are not consolidated with the Bank’s Accounts because the 
operations, control, assets and liabilities of the  Corporation 
are governed by the provisions of Th e Act and Financial 
Institutions (Non-Banking) (Amendment) Act 1986. 
A separate set of fi nancial statements are prepared and 
published annually by the Corporation.

(b) Trinidad and Tobago Unit Trust Corporation

Th e Bank has an investment of $2,500,000 in the initial
Issued Capital of $5,000,000 of the Trinidad and Tobago
Unit Trust Corporation. 

17. STATEMENT ON ASSETS AND LIABILITIES

Th e Bank, to the best of its knowledge, has accounted 
for all its assets and liabilities and there are no material 
misstatements at September 30, 2004. 

Expected Return on Plan Assets 30,741 27,351

Actuarial Gain/(Loss) on Plan Assets  17,579 41,766

Actual Return on Plan Assets 48,320 69,117

2003/2004
$000

2002/2003
$000
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07-Oct-03 16,055,517 2,889,993 2,888,038
14-Oct-03 16,072,472 2,893,045 2,893,090
21-Oct-03 16,009,589 2,881,726 2,881,956
28-Oct-03 16,072,986 2,250,218 2,249,134

04-Nov-03 16,060,250 2,248,435 2,248,611
11-Nov-03 16,105,843 2,254,818 2,254,994
18-Nov-03 16,137,621 2,259,267 2,259,443
25-Nov-03 16,033,679 2,244,715 2,243,988

02-Dec-03 16,023,836 2,243,337 2,243,580
09-Dec-03 15,940,907 2,231,727 2,234,069
16-Dec-03 16,052,457 2,247,344 2,247,553
23-Dec-03 16,213,357 2,269,870 2,270,049
30-Dec-03 16,334,474 2,286,818 2,285,839

06-Jan-04 16,625,200 2,327,528 2,327,736
13-Jan-04 16,792,036 2,350,885 2,350,868
20-Jan-04 16,887,543 2,364,256 2,364,567
27-Jan-04 16,884-671 2,363,854 2,364,401

03-Feb-04 16,805,893 2,352,825 2,352,916
10-Feb-04 16,712,600 2,339,764 2,339,856
17-Feb-04 16,600,443 2,324,062 2,324,227
24-Feb-04 16,503,393 2,310,475 2,311,817

02-Mar-04 16,420,221 2,298,831 2,298,657
09-Mar-04 16,397,471 2,295,646 2,295,840
16-Mar-04 16,448,143 2,302,740 2,303,224
23-Mar-04 16,551,957 2,317,274 2,317,476
30-Mar-04 16,587,064 2,322,189 2,321,092

06-Apr-04 16,598,307 2,323,763 2,322,498
13-Apr-04 16,618,043 2,326,526 2,326,851
20-Apr-04 16,720,014 2,340,802 2,341,332
27-Apr-04 16,808,000 2,353,120 2,353,112

04-May-04 16,944,771 2,372,268 2,372,597
11-May-04 16,935,043 2,370,906 2,368,235
18-May-04 16,863,979 2,360,957 2,360,921
25-May-04 16,860,607 2,360,485 2,359,097

01-Jun-04 16,850,050 2,359,007 2,359,242
08-Jun-04 16,921,757 2,369,046 2,370,762
15-Jun-04 17,031,343 2,384,388 2,373,829
22-Jun-04 17,079,986 2,391,198 2,381,347
29-Jun-04 17,133,064 2,398,629 2,400,151

06-Jul-04 17,194,779 2,407,269 2,407,644
13-Jul-04 17,188,879 2,406,443 2,406,835
20-Jul-04 17,207,321 2,409,025 2,409,418
27-Jul-04 17,049,164 2,386,883 2,389,350

03-Aug-04 16,903,950 2,366,553 2,365,346
10-Aug-04 16,792,779 2,350,989 2,351,487
17-Aug-04 16,745,857 2,344,420 2,344,507
24-Aug-04 16,817,221 2,354,411 2,358,963
31-Aug-04 16,921,264 2,368,977 2,370,557

07-Sep-04 17,013,993 2,381,959 2,384,178
14-Sep-04 17,105,379 2,394,753 2,395,499
21-Sep-04 17,192,055 1,891,126 1,893,171
28-Sep-04 17,278,682 1,900,655 1,901,020
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Reserve Requirement Changed to: (1) 14% on October 22, 2003

(2) 11% on September 15, 2004.
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Reserve Requirement changed to:  (1) 14% on October 22, 2003.
             (2) 11% on September 15, 2004.
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TABLE A.4

Non-Bank Financial Institutions:
Average Deposit Liabilities, Required Cash Reserves

and Actual Cash Reserves
for the Year Ended September 2004

Reserve Period
Ending

Average Deposit
Liabilities

($000)

07-Oct-03 7,244,767 652,029 652,546
14-Oct-03 7,266,189 653,957 654,635
21-Oct-03 7,234,411 651,097 651,798
28-Oct-03 7,208,400 648,756 649,341

04-Nov-03 7,127,233 641,451 642,353
11-Nov-03 7,037,433 633,369 634,306
18-Nov-03 6,927,889 623,510 624,266
25-Nov-03 6,857,000 617,130 618,811

02-Dec-03 6,856,544 617,089 619,299
09-Dec-03 6,839,678 615,571 616,374
16-Dec-03 6,895,789 620,621 621,739
23-Dec-03 6,965,500 626,895 627,989
30 -Dec-03 6,998,178 629,836 630,667

06-Jan-04 7,010,456 630,941 631,708
13-Jan-04 6,973,656 627,629 628,412
20-Jan-04 6,897,578 620,782 621,621
27-Jan-04 6,794,067 611,466 612,299

03-Feb-04 6,738,600 606,474 607,310
10-Feb-04 6,712,011 604,081 604,782
17-Feb-04 6,698,300 602,847 603,518
24-Feb-04 6,724,889 605,240 605,909

02-Mar-o4 6,746,200 607,158 607,817
09-Mar-04 6,732,333 605,910 606,638
16-Mar-04 6,703,956 603,356 604,560
23-Mar-04 6,712,578 604,132 604,973
30-Mar-04 6,693,800 602,442 603,355

06-Apr-04 6,672,144 600,493 601,820
13-Apr-04 6,616,444 595,480 596,967
20-Apr-04 6,474,967 582,747 584,290
27-Apr-04 6,344,022 570,962 572,713

04-May-04 6,204,300 558,387 559,959
11-May-04 6,099,233 548,931 549,875
18-May-04 6,059,467 545,352 546,400
25-May-04 6,058,767 545,289 546,629

01-Jun-04 6,016,911 541,522 543,241
08-Jun04 5,998,389 539,855 541,981
15-Jun-04 5,952,144 535,693 553,787
22-Jun-04 5,897,389 530,765 532,791
29-Jun-04 5,906,544 531,589 533,533

06-Jul-04 5,922,089 532,988 534,764
13-Jul-04 5,928,089 533,528 535,243
20-Jul-04 5,928,633 533,577 535,351
27-Jul-04 5,920,556 532,850 534,636

03-Aug-04 5,901,300 531,117 533,569
10-Aug-04 5,859,389 527,345 529,202
17-Aug-04 5,811,811 523,063 525,092
24-Aug-04 5,769,322 519,239 520,381
31-Aug-04 5,698,100 512,829 513,816

07-Sep-04 5,653,089 508,778 509,770
14-Sep-04 5,612,189 505,097 506,096
21-Sep-04 5,564,233 500,781 501,800
28-Sep-04 5,562,456 500,621 501,368

Required Cash
Reserves (9%)

($000)

Average Actual
Cash Reserves

($000)




