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Corporate Pro�le

This year the Bermuda Commercial Bank celebrates its 40th birthday. This represents 40 years of dedicated personal services 

to its customers. During this time the Bank has evolved from a local savings and loan institution in Bermuda to the only 

Bermudian bank focused on serving local and international corporate and commercial business communities as well as high 

net worth clients.

FOCUS

As the only bank in Bermuda focused solely on commercial, corporate and high net worth individuals, we offer an array of 

banking solutions, as well as a full range of custody, fund administration and corporate services. Our specialized market focus 

allows us to truly understand and meet our clients� diverse needs. We are able to deliver services with ef�ciency not feasible 

elsewhere while maintaining the accuracy that our clients require.

Bermuda Commercial Bank Group continues to be 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:

QUALITY SERVICE

The Bank has sought, as a result of operating in a highly competitive and demanding environment, to take advantage of its 

relatively small size in providing highly personalized service to its client base. The provision of �nancial services depends upon 

maintaining the highest standard 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.
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CONSERVATIVE RISK MANAGEMENT

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

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 client with a one-stop solution for 

all their banking. Bermuda Commercial Bank is also a member of the SWIFT (Society of Worldwide Interbank Financial 

Telecommunication) network and has established correspondent banking relationships with major institutions, allowing us to 

provide wire transfer services globally. Through our global custodial network, we provide 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

Bermuda Commercial Bank Limited (�BCB� or �the Bank�) recorded a net operating loss of $0.38 million for the year ended 

September 30, 2009 compared to a net pro�t of $5.16 million in 2008.  However there was a net gain in shareholders� equity due 

to a $1.81 million unrealized gain in investments in securities. 

The �nancial turmoil over the last year has deeply impacted all levels of business and few companies remain untouched by the 

initial credit crisis or the lingering hangover in the �nancial markets.  As a service provider to primarily �nancial companies, 

BCB has suffered the effects of the crisis as many of our clients have experienced reduced fortunes and continue to do so.  In 

2009 client attrition has outpaced new business. 

BCB�s business model has always been vulnerable to reductions in base interest rates � it is the trade-off we accepted for 

our low risk balance sheet approach.   In 2009 this vulnerability has been severely tested by an unprecedented interest rate 

environment which has decimated our core interest income.  Short term U.S. interest rates �nished the year close to zero and 

resulted in the Bank�s interest income being reduced dramatically to $6.51 million from $19.26 million.  While this was to some 

extent offset by lower interest expense, the net result was a $3.76 million decrease in our net interest income. 

On the plus side, the Bank does not have any of the credit derivative investments or high risk lending exposure that has caused 

problems for banks around the world and has therefore posted no related investment or credit losses.  Both our liquidity and the 

safety of our client deposits remain exemplary.   In 2009 our capital base reached its highest level ever, surpassing $75 million.

Fee and other income decreased by $1.70 million to $2.88 million for the year ended September 30, 2009.  This decrease was 

driven by reduced Custody and Fund Administration revenues compared to 2008 levels.  In the second half of 2008 the Bank 

saw a number of large clients move their assets to other jurisdictions and the general tenor of our remaining clients� business 

remains low.  Foreign exchange income also reduced signi�cantly following a slow-down in client activity.  

The Bank�s total assets were $423.35 million at September 30, 2009 compared to $486.84 at September 30, 2008 a decrease of 

$63.49 million or 13.0%. The Bank�s asset quality and liquidity remains excellent and at September 2009 our assets were 96.5% 

cash, money market funds and term deposits with 98.3% of this having maturities of less than one month. However, deposit 

levels at the Bank remain lower than previous years as many of our corporate and fund clients suffer reduced business activity 

at this time.
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At September 30, 2009 the Bank�s shareholders� equity stood at $75.05 million compared to $71.62 million a year earlier.  In light 

of the Bank�s recorded operating loss for the year and continued historically low interest rates, the Board reluctantly decided 

to withhold any dividend payments during the year.  Management considers that any economic recovery will be slow, but could 

bring increased interest rates and stronger corporate client activity as 2010 progresses.  The Bank is well placed to bene�t 

when this occurs.

As this letter goes to press we are seeing some signs of a muted recovery within the Bank.  Downward trends appear to be 

leveling off and pipeline business is strengthening, albeit from a very weak base. 

On behalf of the Board, we would like to take this opportunity to thank our shareholders and clients for their continued support. 

We would also like to thank all our staff and management for their hard work and commitment to Bermuda Commercial Bank in 

these trying economic times.

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, 2009

The Bank recorded a net loss of $380,000 for 2009. This compares to net income of $5.16 million in 2008, a reduction of $5.54 

million. Basic and diluted loss per share for the year ended September 30, 2009 were $0.06 and $0.06, respectively. Basic and 

diluted earnings per share for the year ended September 30, 2008 were $1.06 and $0.85, respectively.

INCOME

For the year ended September 30, 2009, net interest income was $4.90 million compared to $8.66 million at September 30, 2008, 

a decline of $3.76 million or 43.4%. This decrease resulted from a year on year decrease in interest rates coupled with a decline 

in customer deposits. The Bank�s pro�tability is materially in�uenced by changes in interest rates, primarily U.S. Fed rates.  For 

�scal 2009 the effective U.S. Fed interest rate was 0.36% compared with 2.97% for �scal 2008. The Bank has taken a number 

of steps to mitigate this interest rate reduction.  We have expanded our asset portfolio to include money market funds and 

where we identify opportunities we invested in low-risk securities, commencing with an investment in a government-backed 

preference shares offering.  Investments will continue to be governed by the Bank�s strict risk management polices.

Fees and commissions decreased by $1.28 million, or 36.9%, to $2.19 million compared with $3.47 million the previous year. This 

decrease was caused by the withdrawal of a number of large Corporate Services clients in the latter half of �scal year 2008. The 

Bank had provided Fund Administration and Custody services to these clients. Fees in BCB Trust Company Limited, the Bank�s 

wholly owned subsidiary also reduced substantially following a number of one time trust termination fee receipts in 2008. 

The reduction in client activity also impacted fees from Banking Services which recorded a $0.16 million decrease from $1.00 

million in 2008 to $0.84 million. Reduced funds transfer fees accounted for the majority of this decrease. 

Net foreign exchange income decreased to $520,000 from $940,000. BCB�s net exchange gains are earned from a small spread 

on each foreign currency transaction effected by the Bank with no risk or positions being assumed by BCB. This income is 

wholly dependent on the activity of our clients and income decreased due to decreased activity within the Bank both in terms 

of number and size of deals. 
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Due to the high �xed costs of operating a bank in Bermuda, BCB was unable to reduce expenses to match the decrease in 

revenue. Management did however reduce expenses by $0.28 million or 3.3% to $8.28 million from $8.56 million last year. 

Salaries and employee bene�ts decreased by 12.5% from $4.64 million to $4.06 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. Company-wide staff 

headcount was also reduced slightly compared to the prior year. 

Fixed asset amortization costs decreased by $0.06 million from $0.45 million in �scal year 2008 to $0.39 million for the year 

ended September 30, 2009. Certain of the Bank�s software systems became fully amortized during the year resulting in a lower 

amortization expense for �scal 2009. 

Other expenses increased by $0.37 million from $3.47 million for the year ended September 30, 2008 to $3.84 million for 2009. 

During the year the Bank terminated its relationship with a credit card processor. As part of this termination process we 

incurred one-time costs which we expect to recoup over the coming years via lower credit card processing fees. Our business 

development and license fee costs also increased over 2008 levels.

The Bank�s operational costs remain tightly controlled. At the same time, we continue to embrace the latest system technologies to 

enhance our customer experience, remain compliant with regulatory requirements and to build our suite of �nancial products.  
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MANAGEMENT�S DISCUSSION 
AND ANALYSIS

FINANCIAL CONDITION AS AT SEPTEMBER 30, 2009

The Bank�s client deposit levels decreased to $345.55 million at September 30, 2009 from $407.64 million at September 30, 2008, a 

decrease of $62.09 million. This reduction was driven by the activity of a small number of very large clients who reallocated their 

funds out of cash and into other investments following the low yields on offer from term deposit accounts. Our fund clients have 

also suffered a reduction in �nancial activity resulting in less funds being placed on deposit with the Bank during the year. 

Client deposits are placed with essentially matching currencies and maturities with highly rated counterparties in either the 

interbank market or in select money market funds. Total cash, money market, and term deposits decreased by $75.90 million to 

$408.63 million at September 30, 2009 from $484.53 million a year before. 

At September 2009 the Bank held $12.88 million in securities. The Bank�s Asset and Liability Committee (ALCO) investigates 

opportunities to achieve higher yields without compromising the Bank�s low-risk, conservative philosophy. In a year of 

rapidly �uctuating asset prices few suitable opportunities were identi�ed. At year-end, 3% of total assets were invested in 

securities backed by the Bermuda Government. These securities are carried at fair value resulting in unrealized gains for the 

Bank of $1.81 million. ALCO has strict credit limits and risk guidelines and investment recommendations are approved by the  

Board of Directors.

Equipment, leasehold improvements and computer software remained at similar levels to last year with annual amortization 

charges offsetting capital expenditure for the year. 

Interest receivable and interest payable balances vary in line with the maturity pro�le and value of clients� deposits. As BCB 

matches its assets and liabilities, the interest receivable and interest payable balances typically move in tandem with each 

other. BCB�s maturity schedule continues to be short term in nature with the majority of assets and liabilities maturing within 

one month.

Other assets and other liabilities typically consist of standard operational prepayments and accruals. Variations between 2009 

and 2008 balances resulted from normal, short term operational movements.

Client drafts payable consist of the balance of un-cashed client drafts at year-end. These balances are client driven and �uctuate 

based on when clients purchase drafts and when they are presented for payment.

No year-end dividend has been proposed due to the Bank�s recorded net operating loss for the year.
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Shareholders� equity at September 30, 2009 was $75.05 million, an increase of $3.43 million over the prior year balance of $71.62 

million. This increase resulted from the exercise of 400,000 options by the Bank�s majority shareholder which contributed 

$2.00 million to equity. Additionally, accumulated other comprehensive income increased by $1.81 million due to unrealized 

gains on the Bank�s Available-for Sale securities. Partially offsetting these increases was undistributed net losses of $380,000  

for the year.

OPERATIONS

BCB�s goal is to be the undisputed leader in customer service in Bermuda. The Bank continued to consolidate its business and 

to maintain a visible market presence with a marketing campaign designed to emphasize our strengths particularly our personal 

touch in dealing with the day to day business requirements of our clients. The outsourcing of our marketing, advertising, and 

public relations together with the direct involvement by the heads of each major department in client relationship and marketing 

has ensured that a consistent message outlining the Bank�s ability to deliver the highest professional service continues to be 

presented in the market place.

The 1988 Basel Capital Accord�s capital adequacy framework was replaced in June 2004 by the Basel Committee on Banking 

Supervision (commonly know as �Basel II�). As Bermuda is a party to the Basel Accord, the Bermuda Monetary Authority is tasked 

with providing guidance for the implementation framework that the Bank must follow. On January 1, 2009, the BMA adopted 

the Basel II Accord which calls for additional and more detailed disclosures and risk management. The Bank established a 

working committee to oversee the Bank�s capital assessment review process. Under Basel II, and in agreement with the BMA, 

the Bank is required to maintain higher Tier 1 capital ratios than previously required under Basel I. As at September 30, 2009 the 

Bank�s Tier 1 ratio comfortably exceeded these limits. The Bank also implemented the Basel II, Pillar III Disclosure requirements 

(Market Discipline of the New Capital Adequacy Framework) and has published on its website key elements of its risk exposure 

and risk mitigation regime.
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MANAGEMENT�S DISCUSSION 
AND ANALYSIS

PERFORMANCE MEASURES

Performance measures were signi�cantly down on prior year levels re�ecting the Bank�s disappointing �nancial results. The 

Bank�s Tier 1 and risk weighted capital ratios while down on last year still remained at extremely high levels relative to the 

industry at large. 2009 regulatory capital ratios have been calculated using Basel II, which is only required to be applied on a 

prospective basis. 2008 ratios were calculated using Basel I making it dif�cult to meaningfully compare the two sets of ratios.  

However, the decrease was primarily due to higher risk weighted asset levels re�ecting the Bank�s increased diversi�cation 

away from cash and into money market funds and other low risk securities.

HORST E. FINKBEINER II  GREG REID 

Chief Operating Of�cer Chief Financial Of�cer

 

MICHAEL CRANFIELD RANDY MORRIS  

Chief Information Of�cer General Manager, International Corporate

  Management of Bermuda Limited.

P. GLENDALL PHILLIPS 

General Manager, Banking & Custodial Services 

Per Share Information Financial Ratios
2009 2008 2009 2008

Cash dividends $     0.00 $     0.80 Return on equity (0.51%) 7.83%

Net book value � basic $   12.20 $   12.45 Return on assets (0.08%) 0.93%

Net book value � diluted $   11.02 $   10.83 Ef�ciency ratio 104.74% 62.39%

Market value at year-end $     5.50   $   10.00 Dividend payout ratio 0.00% 88.89%

Net (loss) income � basic $    (0.06) $     1.06 Dividend to share price ratio 0.00% 8.00%

Net (loss) income � diluted $    (0.06) $     0.85 
Cash, money market, and term 
deposits / total assets 96.50% 99.53%

Capital Ratios
Tier 1 capital ratio 29.35% 71.21%
Tier 2 capital ratio 0.01% 0.02%
Risk weighted capital ratio 29.36% 71.23%
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INDEPENDENT AUDITORS’ REPORT

To the Shareholders and Board of Directors of
Bermuda Commercial Bank Limited

We have audited the consolidated balance sheet of Bermuda Commercial Bank Limited (the “Bank”) as at September 30, 2009 
and the consolidated statements of operations and retained earnings, comprehensive income and cash ÿows for the year then 
ended. These þnancial statements are the responsibility of the Bankõs management. Our responsibility is to express an opinion 
on these þnancial statements based on our audit.

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

In our opinion, these consolidated þnancial statements present fairly, in all material respects, the þnancial position of the 
Bank as at September 30, 2009 and the results of its operations and its cash ÿows for the year then ended in accordance with 
accounting principles generally accepted in Bermuda and Canada.

November 19, 2009

Deloitte & Touche
Chartered Accountants
Corner House
Church and Parliament Streets
P.O Box HM 1556
Hamilton HM FX
Bermuda

Tel: +441 292-1500
Fax: +441 292-0961
www.deloitte.bm

A member �rm of
Deloitte Touche TohmatsuAudit . Tax . Consulting . Financial Advisory



DR. CLARENCE R. TERCEIRA E. JOHN SAINSBURY

CHAIRMAN PRESIDENT
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CONSOLIDATED BALANCE SHEET
as at September 30, 2009 (Expressed in Bermuda dollars)

See accompanying notes to the consolidated �nancial statements

Signed on behalf of the Board:

2009 2008
ASSETS

Cash, money market funds and term deposits (Note 3)
Due on demand $ 13,103,030 $ 11,521,297
Money market funds 167,453,850 -
Term deposits 228,076,626 473,010,124

Total cash, money market funds and term deposits 408,633,506 484,531,421
Investments in securities (Note 4) 12,880,026 271,417
Equipment, leasehold improvements and computer software (Note 5) 692,301 699,622
Interest receivable 227,479 275,944
Other assets 920,715 1,058,883

Total assets $ 423,354,027 $ 486,837,287

LIABILITIES

Deposits (Note 6)
Demand deposits $ 145,285,104 $ 112,736,502
Term deposits 200,265,590 294,906,282

Total deposits 345,550,694 407,642,784

Interest payable 74,093 252,368
Clients drafts payable 1,862,829 3,640,495
Other liabilities 813,827 1,381,576
Proposed dividend - 2,301,075

Total liabilities 348,301,443 415,218,298

SHAREHOLDERS’ EQUITY

Capital stock (Note 7) 14,766,449 13,806,449
Share premium (Note 7) 19,302,690 18,262,690
Accumulated other comprehensive income (Note 4) 2,080,026 271,417
Retained earnings 38,903,419 39,278,433

Total shareholders’ equity 75,052,584 71,618,989

Total liabilities and shareholders’ equity $ 423,354,027 $ 486,837,287
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CONSOLIDATED STATEMENT OF 
OPERATIONS AND RETAINED EARNINGS

for the year ended September 30, 2009 (Expressed in Bermuda dollars)

See accompanying notes to the consolidated �nancial statements

2009 2008
INCOME

Interest income $ $
Cash and term deposits 5,201,755 19,254,173
Money market funds 1,071,205 -
Investments in securities 237,304 -

6,510,264 19,254,173

Interest expense (1,608,862) (10,596,997)

Net interest income 4,901,402 8,657,176

Fees and commissions 2,188,520 3,468,651
Other operating income 171,815 181,219
Net exchange gains 518,283 936,960
Gain on sale of investments in securities 125,846 468,378

Total income 7,905,866 13,712,384

EXPENSES

Salaries and employee bene�ts (Note 11) 4,057,164 4,640,307
Amortization 386,063 447,780
Other expenses 3,837,653 3,467,253

Total expenses 8,280,880 8,555,340

NET (LOSS) INCOME (375,014) 5,157,044

RETAINED EARNINGS, BEGINNING OF YEAR 39,278,433 38,320,429

Dividends (Note 8) - (4,199,040)

RETAINED EARNINGS, END OF YEAR $ 38,903,419 $ 39,278,433

Basic (loss) earnings per common share (Note 9) $ (0.06) $ 1.06

Diluted (loss) earnings per common share (Note 9) $ (0.06) $ 0.85


