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Corporate Pro�le

The genesis of Bermuda Commercial Bank goes back more than 40 years when a group of Bermudian entrepreneurs conceived 

the idea of forming a local savings and loan institution in Bermuda. The Bank was formed by an Act of Parliament in February, 

1969 under the name of The Provident People�s Bank Limited. In May 1969 this changed to Bermuda Provident Bank Limited. In 

1984 the name was again changed to Bermuda Commercial Bank Limited.  Despite the many changes over its 38 year history, 

the entrepreneurial spirit which founded the bank continues to live on today.

In the early 1990�s the Bank established a new niche market focus, providing services tailored to the international business 

and private wealth client markets. As part of this strategic alignment, the Bank became smaller and leaner with increased 

ef�ciencies. Today, Bermuda Commercial Bank remains the only bank in Bermuda focused solely on the unique needs of the 

corporate and private wealth community. 

Bermuda Commercial Bank Group has been guided by a corporate philosophy centered on the provision of quality services 

tailored to the speci�c needs of its clients. The following principles form the basis of the Bank�s core beliefs:

INNOVatiON

The provision of �nancial services requires precision, attention to detail and a constant demand for quality. Similarly, the 

corporate logo is intended to represent the Bank�s pioneering approach to international banking and �nance, inspired by 

the Sea Venture, which brought the �rst settlers to Bermuda in 1609. Innovation drives the Bank at all levels of operation. 

Innovation is essential in the �nancial services industry � adapting to and meeting the speci�c needs of clients, proactively 

suggesting new and improved ways of operating in the offshore environment, and taking a leadership position in the provision of  

these services.

QUalitY SERVicE

As a service provider in the �nancial services industry, the Bank operates in a highly competitive and demanding environment. 

The provision of �nancial services depends upon maintaining the highest standards of quality, forming a strong bond with 

clients based on mutual trust and respect, keeping informed of relevant developments in the industry and updating the services 

provided to re�ect the changing environment. The Bank has sought to take advantage of its relatively small size in providing 

personalised service to its client base.
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WORld-Class SYstEms

In order to provide �rst class banking services a bank must have �state-of-the-art� electronic systems. As a result, 

the Bank has invested heavily in PC-based technology, and is proud of the world-class systems which it now provides 

to clients. Our unique real-time eBanking platform gives businesses and individuals the reliability and convenience 

of banking anywhere in the world. The Bank remains committed to maintaining its position on the leading edge of  

�nancial systems integration.

MiNimUm RisK PROfilE

The management of risk is an important criterion to all users of �nancial services. The Bank has established a policy of minimising 

its own corporate risk by following an extremely conservative policy in balance sheet management. The Bank does not take risk 

positions on its own account, and runs a matched-book policy with its deposits.  

Through our subsidiaries International Corporate Management of Bermuda, BCB Trust Company Limited, Bercom Nominees 

Limited and BCB (Mauritius) Limited, the Bermuda Commercial Bank Group provides clients with a one-stop solution to all 

their banking needs. Bermuda Commercial Bank is also a member of the SWIFT network and has established numerous 

correspondent banking relationships, allowing us to provide wire transfer services globally. Our alliance with State Street Bank 

also provides our global custody clients with access to markets all over the world.

Bermuda Commercial Bank is focused on growing its business in local and international markets through our investments in 

infrastructure and commitment to high quality service and products. 
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Letter to Shareholders

2007 was an eventful year for Bermuda Commercial Bank Limited (�BCB� or �the Bank�).  The year commenced with the 

resignation of the Bank�s Chairman and President following an investigation into First Curacao International Bank (�FCIB�), a 

major shareholder of BCB, on which both individuals served as Directors.  Prior to these resignations the Board of Directors 

had made the decision to seek a purchaser of the Bank and subsequently announced that negotiations with other entities 

were ongoing.  Furthermore, as a result of the events at FCIB, the 2006 audit was delayed and was not completed until  

August 2007.

Despite these challenges Bermuda Commercial Bank closed the year in a strong position with our year end deposit balances 

returning to more historical levels.  BCB�s net income for the year ended September 30, 2007 was $5.94 million.  This compares 

to recurring net income of $8.38 million in 2006 and $5.17 million in 2005. 1 Basic and diluted earnings per share as at September 

30, 2007 are $1.36 and $1.08, respectively.  Basic and diluted earnings per share as at September 30, 2006 were $1.93 and $1.67, 

respectively.  This dilution is as a consequence of the 3,311,251 outstanding warrants and options as at September 30, 2007 

(2006: 3,352,539).

Total assets were $621.55 million at September 30, 2007 compared to $464.27 million at September 30, 2006, an increase of 

$157.28 million or 33.9%.  This increase, while very encouraging, needs to be examined in the context of the $858.82 million of 

total assets reported at September 30, 2005.  The results indicate that the Bank has recovered from the year�s events and we are 

pleased to report that the Bank has recorded consistently positive growth in the later part of �scal 2007.

BCB�s investment policy results in an extremely liquid, low risk balance sheet for its clients and shareholders.  However, this 

policy exposes the Bank�s net income to the vulnerabilities of a changing interest rate environment and also to �uctuations 

in average deposit levels.  BCB�s net interest income declined from $11.60 million at September 30, 2006 to $10.51 million at 

September 30, 2007, a decrease of $1.09 million or 9.4%, largely as a result of lower average deposit levels particularly in the 

earlier part of the �nancial year. 

Over the past two years the Bank has performed a detailed and thorough review of its client base to align clients with our business 

strategy and conservative risk pro�le.  This review has resulted in the termination of a number of client relationships but we 

are satis�ed that the end result is a leaner, lower risk clientele which the Bank is better able to service.  We are con�dent that 

we are now in a strong position to effect revenue growth.  Partly as a result of this exercise, fees and commissions decreased 

by $1.11 million from $5.31 million to $4.20 million.  Over and above the review process we also lost some signi�cant business 

following the termination of two relatively large client relationships. One client transferred its banking business onshore, and 

services to a fund administration client ceased following its delisting.  Partially offsetting these losses, foreign exchange gains 

grew by $140,000 to $790,000 following increased turbulence in the global foreign exchange markets.  

 
	 �1 �To enhance the understanding of the Bank�s results and to aid comparison with prior and future periods, 2006 �gures reported in this letter exclude 

one-time, non recurring income of $1.75 million. 2006 net income, including this income, was $10.13 million for the year ended September 30, 2006.   

2006 basic and diluted earnings per share, including this income, were $2.34 and $2.02 per share, respectively.  



BCB�s strategy of maintaining a low risk, highly liquid balance sheet while providing personal service to our clients has resulted 

in a steady increase in shareholders� equity.  This increase has led to increasing dividends to our shareholders, including 

signi�cant increases in the last two �scal years.  

The Board of Directors of the Bank has approved a half-yearly dividend of $0.40, or $0.80 per share for the year.  This dividend 

represents 59.3% of annual 2007 earnings and generates an annual yield of 8.2% based on the average �scal year 2007 trading 

price of $9.72 for the Bank�s common stock.

The following chart represents the steady growth in shareholders’ equity and annual dividends over the last ten years.

 

As of the date of this letter the sale process remains without a �rm conclusion.  Negotiations continue to take place with a 

number of interested parties and we continue to remain optimistic that we will be in a position to announce a buyer in the not 

too distant future.

On behalf of the staff and management of Bermuda Commercial Bank, we thank our shareholders and clients for their continued 

support.  We would also like to express special appreciation to the staff and management for their continued commitment, hard 

work, and loyalty to the Bank throughout this challenging year.  

DR. CLARENCE R. TERCEIRA	 E. JOHN SAINSBURY

CHAIRMAN	 PRESIDENT
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MANAGEMENT�S DISCUSSION 
AND ANALYSIS

Management�s Discussion and Analysis should be read in conjunction with our Consolidated Financial Statements, the notes 

to those �nancial statements, and the Letter to Shareholders.  All references to BCB or the Bank refer to Bermuda Commercial 

Bank Limited and its subsidiaries on a consolidated basis.

RESULTS OF OPERATIONS FOR THE YEAR ENDED SEPTEMBER 30, 2007

Net income, excluding one-time items, for 2007 was $5.94 million, down 29.1% from $8.38 million in 2006.  There were no 

discontinued operations or unusual items in the current �scal year.  In the year ended September 30, 2006, one-time, non 

recurring income of $1.75 million was reported. 2006 net income, including this income, was $10.13 million for the year ended 

September 30, 2006.  To aid comparison with prior and future periods, 2006 �gures reported in this analysis exclude this one-

time, non recurring income of $1.75 million.  This one-time income is more fully discussed in the Notes to the Consolidated 

Financial Statements.  

INCOME

Total income, excluding one-time items, decreased by $2.07 million, or 11.6%, to $15.72 million from $17.79 million.  This decrease 

was spread evenly between decreases in net interest income and decreases in non interest income.	 For the year ended 

September 30, 2007, net interest income was $10.51 million compared to $11.60 million at September 30, 2006, a decline of $1.09 

million or 9.4%.  This decrease, which resulted despite a year on year increase in worldwide interest rates, may be attributed to 

a reduction in average deposit levels particularly in the �rst half of �scal 2007. 

The Bank�s customer deposit levels decreased sharply in September 2006 following the announcement of the investigation into 

First Curacao International Bank and the subsequent rating downgrades.  To put it in perspective, deposit balances decreased 

from $639.49 million at August 31, 2006 to $399.74 million at September 30, 2006, a decrease of 37.5%.  This decrease continued 

into the 2007 �scal year, reaching a low of $380.91 million at December 31, 2006.  Despite this large out�ow of funds, very 

few relationships were terminated and account closures were minimal.  More importantly, we have witnessed a gradual and 

consistent re-generation in our deposit levels as BCB�s non involvement in the investigation became apparent.  Deposit levels 

increased to $518.77 million at March 31, 2007 and increased again to $555.55 million as at September 30, 2007.  The chart 

on page 10 demonstrates the decrease and subsequent increase in deposit balances since the announcement of the events 

surrounding the FCIB investigation.  

Fees and commissions decreased by $1.11 million, or 20.9%, from the previous year.  Within our Corporate Services segment 

we reported a $550,000 or 14.6% decrease in fee revenue from $3.77 million to $3.22 million.  This business segment provides 

trust, company management, fund administration, corporate registrar, �nancial, and custodial services.  Our Corporate Services 

business also contributes to the overall group, as many of its clients maintain signi�cant cash balances with Banking Services.  

The fee reduction resulted primarily from the termination of a large fund administration client which delisted.  Subsequently, the 

Bank has entered into a number of new relationships which it is hoped will shortly offset the loss of business.  Fees in BCB Trust 
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Company Limited, the Bank�s wholly owned subsidiary also decreased due to a number of naturally occurring trust terminations.  

These decreases were slightly offset by modest growth in our custody business.  

Within our Banking Services segment we reported a $560,000 or 36.4% decrease in fee revenue from $1.54 million to $980,000.  

This decrease was due to two major factors.  Firstly, a major client transferred its banking business onshore resulting in the loss 

of all its banking business which was predominately fee based.  Secondly, the Bank embarked on a comprehensive review of 

its client base to properly align our clients with our business strategy and risk pro�le. This review resulted in the termination of 

a number of client relationships with a corresponding loss in fee and interest income.  

Foreign exchange gains grew by $140,000 or 21.5% to $790,000.  This increase resulted from increased turbulence in worldwide 

currency markets particularly in the key U.S.Dollar, Euro and British Pound markets.  In keeping with the Bank�s policies, BCB 

does not assume any foreign exchange risk by taking unmatched positions; instead, all currency income is spread based. 

Other operating income remained at the same level as the prior year at $220,000.  This income consists primarily of recoveries 

from clients of pass-through charges and the absence of any year-on-year movement mirrors the activity of the Bank�s core fee 

based business. 

As the Bank holds no investments other than cash and cash equivalents, no investment income was reported for �scal year 

2007 or 2006.

EXPENSES

2007 expenses were heavily impacted by costs associated with both the sale and the events surrounding the investigation into 

the Bank�s major shareholder, FCIB.  These one-time expenses approximated $900,000 and consisted primarily of professional 

fees paid to our legal, audit and accounting advisors.  Excluding these one-time expenses, expenses as a total for the year were 

kept below prior year levels.

Salaries and employee bene�ts decreased by 4.8% from $5.02 million to $4.78 million.  This decrease was a result of a decrease 

in variable pro�t share compensation, an expense that is linked to the Bank�s �nancial performance.  Salary expense levels 

matched the prior year as annual increases were offset by slightly lower staff headcount.  Despite the net reduction in staff 

numbers, we now believe that, following the recent recruitment of a number of key employees, we are at or near our optimal 

staf�ng level.  

Amortizations and write-offs decreased by $330,000 or 37.9% from $870,000 in the prior year to $540,000.  As previously noti�ed, 

BCB changed premises in September 2006.  Under the terms of the new lease, all capital improvements made to the Bank�s 

previous premises were replicated in the new premises at no cost to the Bank.  Accounting practices required that all of BCB�s 

unamortized premises costs be fully expensed by the date of the move resulting in a large amortization charge in the prior year 

with no corresponding charge in the current year.  
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MANAGEMENT�S DISCUSSION 
AND ANALYSIS

 
EXPENSES (Continued) 

Other expenses increased by $940,000 or 26.7% from $3.52 million for the year ended September 30, 2006 to $4.46 million this 

year.  This increase includes the aforementioned one-time costs of $900,000.  Excluding these costs, the increase in other 

expenses was limited to a 1.3% increase over the prior year. This increase compares favorably with the Bank�s major benchmark, 

the Bermuda Consumer Price Index which revealed a rate of in�ation well in excess of 3.0% further emphasizing BCB�s  

cost control efforts.

FINANCIAL CONDITION AS AT SEPTEMBER 30, 2007

The Bank�s assets followed the same course as our deposits.  Customer deposits are placed with essentially matching maturities 

with highly rated counterparties, typically the interbank market but also, where prudent, in selected money market funds.  Total 

cash and term deposits have risen to $618.60 million from $461.46 million, an increase of $157.14 million or 34.1%.  However, as 

with the similar increase in deposits, the 2007 balance needs to be looked at in the context of the $840.00 million asset balance 

reported at September 30, 2005.
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