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BANKING (CAPITAL ADEQUACY AND CAPITAL RATIOS) REGULATIONS, 2005

STATUTORY RULES AND ORDERS/STATUTORY ORDERS NO. [ ] OF 2005

[COUNTRY]

Made by the Minister under Section 34(f) of the Banking Act[ No.[ ]of [ 1].

PART |
PRELIMINARY
Short title, 1. (1) These Regulations may be cited as the Banking (Capital Adequacy and
Commencement, Capital Ratios) Regulations, 2005.

and Application
(2) These Regulations shall come into force on the 1 day of June 2006.

(3) These Regulations apply to all financial institutions licensed under the
Banking Act.
Interpretation 2. In these Regulations, unless the context otherwise requires,

“Act” means the Banking Act, No [ ] of 2005.

“capital adequacy” refers to maintenance of the aggregate of the minimum paid
up capital stipulated in Section 13 of the Act, and adherence to the capital
adequacy requirements prescribed in Part 111 of these Regulations.

“financial asset” means any asset that is:

- cash
- an equity instrument of another enterprise;

- a contractual right to receive cash or another financial asset from
another enterprise;

- a contractual right to exchange financial instruments with another
enterprise under conditions that are potentially favourable.
“financial institution” refers to an institution licensed under the Banking Act.

“financial liability” refers to a contractual obligation to:
- deliver cash or another financial asset to another enterprise;

- exchange financial instruments with another enterprise under
conditions that are potentially unfavourable.
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“fixed assets revaluation reserve” means the increase in book value of a fixed
asset based on an independent and professional appraisal as to the market value
of such an asset.

“Manual of Instructions” means the current Manual of ECCB Banking Schedules
and Instructions.

“person” means an individual or legal person including an association or any
group of persons acting in common, whether or not incorporated,

“Schedule” refers to the Capital Adequacy Computation Schedule;

“specific provision for loan losses” means loan loss reserves held against
identified losses or potential losses and which can not be utilised to satisfy
general losses which subsequently materialise.

“subordinated debt” means debt having a claim against the issuer’s assets that is
lower ranking or junior to other obligations, and is paid after claims to holders
of senior claims are satisfied.

“substantial equity investment” is one in which a licensed financial institution
owns at least twenty per cent of an another entity’s equity.

“total regulatory capital” refers to capital which is approved for regulatory
purposes and computed in accordance with the Schedule.

“Tier | Capital” refers to unimpaired capital and reserves that is computed in
accordance with relevant criteria established in the Schedule.

“Tier Il Capital” refers to capital computed in accordance with relevant criteria
established in the Schedule.

PART Il
REQUIREMENTS FOR CERTAIN CAPITAL COMPONENTS

Capital adequacy 3. (1) Every licensed financial institution shall maintain adequate capital in

Requirement
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accordance with the following:

(a) The provisions of Section 15 of the Banking Acts of Antigua and
Barbuda, Dominica, Grenada, Montserrat and St Kitts and Nevis;
Section 14 of the Banking Act of Anguilla and Section 13 of the
Banking Acts of St Lucia and St Vincent and the Grenadines.

(b) The Schedule;
(c) Capital ratios as provided for under Regulation 7.
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3. (2) a) Every foreign licensed financial institution shall within one month of
the end of its financial year, submit to the Central Bank an undertaking
in writing in the form set out in the Letter of Comfort, that an amount:

i equivalent to its net assets, or

ii. which supplements the amount required to be equivalent to its
net assets,

which is not less than 5 per cent of its deposit liabilities or such other liabilities
as may be determined by the Central Bank, has been attributed or pledged as
assigned capital.

b) The amount of assigned capital shall be specified in a schedule to the
Letter of Comfort and shall be calculated on the financial institution’s
deposit liabilities as at the financial year end.

4. Perpetual cumulative preference shares, long-term preference shares and
mandatory convertible debt instruments must satisfy the following
criteria to be eligible for inclusion in Tier Il Capital:

(a) They must be unsecured, subordinated and fully paid;

(b) They must not be redeemable at the discretion of the holder;

(c) They must be available to absorb losses;

(d) Service obligations attached to the instruments must be deferrable.

5. (1) Fixed assets must be valued on a basis satisfactory to the Central Bank.

(2) Revaluation of premises shall only be carried out by independent and
certified valuers.

(3) A financial institution must fully disclose and report in its balance sheet
or notes to the audited accounts details of the reserves arising from
revaluation of fixed assets.

(4) A financial institution must disclose the basis used to revalue its assets
and the effective date of revaluation.

(5) Revaluation reserves on fixed assets may be included in Tier 1l Capital in
accordance with the Schedule.
6. (1) Approved subordinated debt may be included in Tier Il capital if it:
satisfies the following requirements:
(a) Itis unsecured,;
(b) It has an original fixed term to maturity of over five years;

(c) It may be redeemed before maturity only at the option of the licensed
financial institution and with the prior approval of the Minister in
consultation with the Central Bank; and
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(d) It satisfies such further conditions prescribed by the Central Bank.

(2) In addition to the requirements of sub-regulation (1), approved
subordinated debt may be included in Tier Il capital during the last five
years before maturity if a cumulative discount or amortisation factor of
20 per cent per annum is applied to reflect the diminishing value of the
subordinated debt as a continuing source of strength.

PART IlI
CAPITAL ADEQUACY RATIO

Capital adequacy 7. (1) A licensed financial institution shall assign all assets recorded on the

Ratio

BSD 331746 v2

balance sheet of as well as off-balance sheet exposures to broad risk
categories in accordance with the Schedule.

(2) A licensed financial institution shall maintain a minimum ratio between
its total regulatory capital (the numerator) and the aggregate of its risk
weighted on-balance sheet assets and risk weighted off-balance sheet
assets less approved deductions, of not less than eight per cent, calculated
on a consolidated and solo basis.

(3) A licensed financial institution shall calculate its capital adequacy ratio in
accordance with the criteria prescribed in the Schedule.

(4) The Central Bank may require a licensed financial institution to increase
its capital adequacy ratio above the amount specified in regulation 7(2).

(5) A licensed financial institution shall maintain adequate systems and
procedures, satisfactory to the Central Bank, to facilitate computation of
the capital adequacy ratio.

(6) In determining the adequacy of the systems and procedures, the Central
Bank may have regard to international standards of best practice, the risk
profile of a licensed financial institution and the resources of the licensed
financial institution.

(7) A licensed financial institution shall provide the Central Bank with
computations of its capital adequacy ratio in such form and frequency as
the Central Bank may determine.

(8) (a) A licensed financial institution whose capital adequacy ratio falls
below the minimum required amount shall employ one or a
combination of the following strategies in order to achieve
compliance within three months of the reduction in the capital
adequacy ratio:

(i) Change the risk profile of its assets by converting high risk assets
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to lower risk assets;
(i) Increase its total regulatory capital.
(ii1) Apply any other strategy approved by the Central Bank.

(b) Nothing in this regulation shall be interpreted to exempt a licensed
financial institution from the requirements imposed by the Central
Bank under Section 15 (3) and 15 (4) of the Act.

IMPAIRMENT OF CAPITAL ADEQUACY

Declarationand 8. (1) A licensed financial institution shall not declare, credit or pay any

S?Yg'e”; of g dividend on its shares or make any other transfer from profits where such
vicend an declaration, credit, payment or other transfer would impair its capital

other transfers
adequacy.
(2) Pursuant to Sub-regulation (1) a financial institution shall not take any of
the actions specified therein unless and until:

(i) All its capitalised expenses (including preliminary expenses,
organisation expenses, share selling commission/brokerage,
amount of losses incurred and any other item of expenditure not
represented by tangible assets) have been completely written off;
and

(i1) All bad and doubtful debts and other classified assets have been
fully and duly provided for, as required by guidelines issued by
the Central Bank under Section 36 of the Act.

(iii)The financial institution has complied with the requirements of
Section 14(1) of the Act.

(3) A licensed financial institution may declare, credit or pay any dividend
on its shares or make any other transfer from retained earnings, due to
losses in the current year, upon certification from an external auditor of
the adequacy of capital.

(4) A licensed financial institution shall not pay any dividend from
unrealized gains including gains arising from asset revaluations.

Sanctions 9. (1) Where the Central Bank has reasonable cause to believe that a licensed
financial institution is in breach of the capital adequacy requirement
prescribed by regulation 3, the Central Bank may suspend access by the
financial institution to credit facilities of the Central Bank or direct the
financial institution to:

(a) inject additional capital in the institution;

(b) refrain from declaring and/or paying dividends;
(c) suspend the acceptance of new deposits;

(d) suspend the acquisition of fixed assets;
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(e) suspend lending operations;

(2) Where in the opinion of the Central Bank a licensed financial institution
is in violation of the capital adequacy requirement, the Central Bank may
take any of the measures prescribed in Section 21 (1) of the Act.

(3) Where the Central Bank determines that a licensed financial institution’s
capital deficiency is severe enough to have resulted in impairment of
capital and such capital impairment is assessed to be detrimental to the
interests of depositors, the Central Bank may recommend to the Minister
that the licence be revoked under Section 21 (2) of the Act.

PART IV
REPEAL

10. The Banking (Assigned Capital) Regulations, 1994 are hereby repealed.

Made by the Minister this day of 2006.

Minister of Finance
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SCHEDULE
CAPITAL ADEQUACY COMPUTATION SCHEDULE

Schedule 11a
CARPITAL ADEQUACY COMPUTATION WORKSHEET
i HFalamee Shest fems
All figures in EC$000's

Category Assets Yalue [V]

[a] |Ca=h B

1| Lacal

2| Foreign

[b] |Due From Central Bank

Current Sccount

1
2| Fized Deposits and Call Accounts
3

Other Clairs

Flentioomara securities issued or guaranteed
[c]| by the territory's Government

-

Treazum Bill=

2| Government Securities

3| Other Claims on Gowvermment

Fentioomara claims on  fonofornes T
[d]) | government. statutory bodies and other -
public sector entities

1| Loans to Government
2|Loans to Statutary Bodies fFos ¥ dramnaevinedy

3| Other [Government Guarantesd)
Frentoomara claims on other CARICOM and

[e] | approved Foreign Euvernment1

Depozits at CARICORM Central Banks

Other claims on CARICOM Central Banks
Securities izzued by CARICOM Governments
Other claims on CARICOM Gowernments

Depozits at approved foreign central banks

Zero Weight

Other claims on approved foreign central banks

Securities izzued by approved foreign governments

Wil imimi b=

Other claims on approved foreign governments

[F] |Fully Secured Claims [inclusive of credit]
By Cazh

2| By Government Securities

-

i

Sub-Total of Zero ‘w"eight Category

'Securities of Governments of countries listed in Appendix |




Schedule 1T1a

CAFRITAL ADEQUACY COMPUTATION YWORKSHEET

£ SFafanee Shesl femrs
Aldl figures in EC$000"s

. . weighte
w.-.f:isg':u Assets Value [¥) """'ﬁ:f;h‘ ‘E'\_:"':L‘:;‘i
$000°s
[a] |Dwe From Banks - 0.2 -
1| Locally Incorparated
2| lncorporated in CARICOM Territaries
3| Incarporated in approved foreign countries
[b] (Duwe From Financial Institutions Arcssise of _
s £ e ifoc
1| Locally lncorporated
2| lncorporated in CARICOM Territories
2| lncorporated in approved foreign countries
[c] (Other claim=s and loans guaranteed by Financial _
Institutions
1| Locally Incorporated
2| lncorporated in CARICOM Territories
= 2| lncorporated in approved forsign countrices
E Itcorporated ik aother Fareign countries with a residual
e 4 maturity of up ta 1 pear
=} [d] [Claims on state owned enterprises not _
i guaranteed by government
= 1|Securities |lssued
k. 2| Loans
s - . . .
g A A TR ST T T e eI
= FPLEA P e xS e e e e S
EI‘ Ll e R I Wy P P P e
h P I L g I P L Y P Ry T R E N F T
4 | e fER e e N (T AR RN T
| Smecessiian denoaad’
FEE | A e e e T AR i ol EATRE A et _
et g e et e e et
F | Simereasiitan o faee EESVEETAN fTirseae s
S| ST R SRR Cd ERTI ET LT AN
T e ety S (R SR AR T R R RN
| ST iR AT LR BT SRR SR R AN N
[g] |Claims on or guaranteed by multilateral
development banks or collaternized by securnties 0.2 -
issued by such banks
[h] |Bankers"” Acceptances g
[il Cash items in a process of collection -
Sub-Total of 20 Risk Weight
50% Fully secured real estate residential mortgages - 0.5 o
[a] |[Loans and Advances -
1 |Commercial
2|Per=onal
1 S| Tther )
a [b] |Claims on loans guaranteed by financial
] institutions Incorporated in other Foreign -
o, countries with a residual maturity of over 1 year
[z] |Claims on foreign governments =
R 1| Claims on other foreign central banks
i Claim= on and obligations guarantesed by other
= 2|fareign certral gov'ts
k [d] |Fixed Assets -
o 1 |Land and buildings
- 2|Plant and equipmernt
i 3| Tther fived assets
o [=] |Inwvestments 5
h 1 |Investments in financial institutions
t 2|cuoted sharesistocks

S|Tther Investments

fl | Other Assets

Sub-Total of 100% Risk Weight

TOTAL ON-BALANCE SHEET ITEMS




Schedule 11a - ¥Worksheet Il
CAPITAL ADEQUACY COMPUTATION WORKSHEET
£ Balance Sheel lems
All figures in EC$000's

Rizk
Weight

Converted
Conversion | Weight | Weighted ¥alue
(w] (¥ 2C=z W)
2000°s

Off - Balance Sheet ltems Value V) | (. o o)

e — I P ]

~ o — o =

la]

Domestic and Foreign Entities &

Bankers' acceptances

Billz of collection

Unused loan funds

Unuzed portion of overdraft facilities

Unused portion of credit card facilities

Documentary credits [collienes by underlying shiprments]

Documentary credits -Other

Unconditional formal standby letters of credit and other
commitments with an original maturity of up to 1 year

[ e e S R e

Farmal standby letters of credit and other camnitrments vath a
maturity of over 1 pear

[¥a)

10| Other standby letters of credit

1 Perfarmance bonds, warranties and transactions related contingent
itemns

Financial guarantees and iterms which substitute for loans and

12 advances

13| 5 ale and repurchase agreements with recourse

14 Farward asset purchases, forward deposits and partly paid shares
and zecurities with certain drawdown

15| Other

(b)

Domestic. CARICOM and Approved foreign Public Sector
Entities and Local governments [Guaranteed by central -
government]

Bankers' acceptances

Billz of collection

Unuszed loan funds

Unuzed portion of overdraft faciliies

Unuzed portion of credit card facilities

Documentary credits [colienes by underlying shipments]

Documentary credits -Other

Uncanditional farmal standby letters of credit and other
cammitments with an original maturity of up to 1 pear

e e e e e

Farmal standby letters of credit and other comnmitrents with a
maturity af over 1 pear

[¥u]

10| Other standby letters

1 Fertormance bonds, warranties and ransactions related contingent
items

Financial guarantees and iterms which substitute for loans and

12 advances

13| Sale and repurchaze agreements with recourse

14 Farward azzet purchaszes, forward deposits and partly paid shares
and securities with certain dravedown

15| Other

Sub-Total of 0% Risk Weight S




Schedule 11a - Worksheet |l cont'd
CAPITAL ADEQUACY COMPUTATION WORKSHEET

£ Balarce Sheet fems
All figures in EC$000's
Converted
Risk 2 Conversion | Weight | Weighted ¥alue
Weight Off-Balance Sheet ltems Value ¥] |\ 0 o) (w) (¥ 2Cz W)
000s
Domestic, CARICOM and Approved Foreign Financial
[c] |Institutions and Public Sector Entities and Multilateral - -
Development Banks
1|Bankers' acceptances 1.00 0.20
2|Billz of collection 1.00 0.20
3| Urused loan funds 1.00 0.z0
2 4| Uriused portion of overdraft facilities 1.00 020
E 5|Unuzed portion of credit card facilities 1.00 020
= E| Diocurmentary credits [colienes by undedying shiprments) 0.20 0.z0
A 7| Diocurmentany credits -Otkher 1.00 0.20
i Unconditional formal standby letters of credit and other
h ; - ; 1.00 0.z0
T commitments with an oniginal maturity of up to 1 vear
k 3 Faormal standby letters of credit and other commitments with a 050 0,20
W maturity of over 1 year ’ :
- 10{Other standby letters 1.00 n.zo
i 1 F'erfu.jrmanc_e bondz. warranties and trahzactions related 050 0,20
g contingent kems
h 19 Financial guarantees and items which substitute for loans and 100 020
i advances : :
13|5ale and repurchaze agreements with recourse 1.00 020
Fonward azset purchases, forward depositz and partly paid
1 o . 1.00 0.z0
shares and securities with certain drawdown
15| Loans managed on behalf of the Home Mortgage Bank
16| Other
Sub-Total of 20% Risk Weight - -
[d) | Private Sector and Other Institutions S 5
1|Bankers' acceptances
2| Bills of collection
] 3|Unuzed loan funds 1.00 1.00
0 4| Urused portion of overdraft facilities 1.00 1.00
0 5| Unused portion of credit card facilities 1.00 1.00
E 6| Documentary credits [collieres by underlying shiprments] 0.20 1.00
?| Diocurnentany credits -Other 1.00 1.00
F.‘ g Unconditional formal standby letters of credit and other 1.00 1.00
commitments with an onginal maturity of up to 1 pear
g Y : s
Faormal standby letters of credit and other commitments with a
k maturity of over 1 year 0.50 1.00
W 10{Other standby letters 1.00 1.00
Performance bonds, warranhies and transactions related
e .
i n contingent items 0.50 1.00
Financial guarantees and items which substitute for loans and
g
h 12 advances 1.00 1.00
t 13| 5ale and repurchasze agreements with recourse 1.00 1.00
Fonaward azset purchases, forward deposits and partly paid
14 o . 1.00 1.00
hares and securnities with. certain. drawdown
15| Other
Sub-Total of 100% Risk Weight S 5
Total off-B alance Sheet ltems S 5




Schedule 11b - Worksheet 1l
CAPITAL COMPUTATION WORKSHEET

CAPITAL ITEMS

$000's

)

Issued and fully paid-up ordinary share capital or common stock

th

Fully paid-up ordinary share capital surplus

i)

Fully paid-up perpetual non-cumulative preference shares

i)

Fully paid-up perpetual non-cumulative preference shares surplus

(el

Statutary resemes

i

Capital reserves - excluding asset revaluations

L)

General reserves - excluding reserves [osses an assets

ih

Loan loss reserve - appropriated from retained earnings

i

Retained earnings (accumulated losses) - audited

Tier |

i

Other core capital iterms approved by the Central Bank

Tier | Capital hefore deductions

Lass deductions

—_

Currentyear losses

Baonus shares from capitalisation af unrealised asset
revaluation reserves

Goodwill

4= P 0IikD

Other intangikbles

n

Other items approved by the Central Bank

Total Core Capital - Tier |

i)

Fixed assets revaluation resenes (limited to 20% of Tier | capital)

i

General provisions and loss reserves {limited to 1.25% of total
Hsk-weighted assets)

(el

Paid-up perpetual cumulative preference shares

i)

Faid-up perpetual cumulative preference shares surplus

)

Banus shares from capitalisation of unrealised fixed asset
revaluation reserves and unrealised securities revaluation
reserves (subject to limits in (a) and (), respectively)

Tierll

ifi

Unaudited undivided profits excluding unrealised gains on the
revaluation of fixed assets and securities

L)

Resenes arising from the revaluation of securities (the surplus
arising on revaluation shall be discounted by 55 %)

th

Mandatory conwvertibile debt instruments

i

Other hvbrid capital instrurments with caombined characteristics of
equity and deht

i

Subordinated term debt and limited life preference shares
{limited to 50% of Tier | Capital

ikl

Cther capital iterns approved by the Central Bank

Total Tier l Capital

Allowahle Tier Il Capital {the lesser of Tier | or Tier |l Capital)

Total Capital hefore deductions (Tier | and allowable Tier Il Capital)

Less deductions

()

Suhbstantial equity investments in non-caonsolidated subsidiaries

th

Other iterns approved by the Central Bank

TOTAL REGULATORY (QUALIFYING) CAPITAL




CAPITAL COMPUTATION WORKSHEET
Calculation of Risk-Based Capital ratios

EC $000

Total riskweighted on-halance sheet assets (Schedule 11 -3 1)

Less deductions as per Schedule 11k () & {ii)

ket riskweighted on-halance sheet assets (1 - 2)

Total risk weighted of-balance sheet assets (Schedule 11 a-YWs 1)

Total riskweighted assets (3 + 4)

(=2 B | B A S R ]

Less specific accumulated provision far losses aon assets

Less general provisions and loss resenes disallowed in capital (Tier 1l
Capital, term )

Tatal adjusted risk weighted assetzs (5-6-7)

Capital Ratios

Tier | Capital to Total Adjusted Risk Weighted Assets (iterm &)

0.0%

Total Regulatory (Cualifying Capital to Total Adjusted Risk Weighted
Assets (item &)

0.0%

Tier | Capital to Deposits

Single Largest Loan Facility to Tier 1 Capital

0.0%

Single Largest Group Loan to Tier 1 Capital

0.0%

Taop 20 Largest Loan Groups to Tier 1 Capital

0.0%
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APPENDIX' |

LIST OF CARICOM AND APPROVED FOREIGN COUNTRIES

CARICOM COUNTRIES

APPROVED FOREIGN COUNTRIES'

Antigua and Barbuda Australia
Anguilla Austria
Bahamas Belgium
Barbados Canada
Belize Denmark
Dominica Finland
Grenada France
Guyana Germany
Jamaica Greece
Montserrat Iceland
St Lucia Ireland
St Kitts and Nevis Italy
St Vincent and the Grenadines Japan
Trinidad and Tobago Luxembourg
Netherlands
New Zealand
Norway
Portugal
Spain
Sweden
Switzerland

United Kingdom

United States

! Approved foreign Governments and Central Bank are the Governments and Central Banks of these territories.
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