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Who We Are

Scotiabank is Jamaica's leading financial institution. Through
our network of 42 branches, supported by over 1,800 dedicated
and highly trained employees across the country, we offer
a complete line of retail and commercial products and services.
Our 155 Automated Banking Machines islandwide are
available for the 24 hour banking convenience of our customers.

At Scotiabank, our energies are focused on being
the financial institution of choice - anticipating and
fulfilling our customers’ financial needs.

We are committed to our employees' welfare, and the
maximization of our shareholders' wealth. We build strong
relationships with the communities we serve, through our

Scotiabank Volunteers and the contributions of
Scotiabank Jamaica Foundation.
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2005 Performance

O
Return on Average Equity (ROE)

Performance: 2 6 . 3 3 %

ROE measures how well the Bank is using common shareholders'
invested money. It is calculated by dividing net income available
to common shareholders by average common shareholders' equity.

O
Earnings Per Share (EPS)

Performance: $2 . O 1

EPS is the net income a company has generated per common share.
It is calculated by dividing net income available to shareholders
by the average number of common shares outstanding.

O
Productivity

Performance: 52 47 %

The Productivity Ratio measures the overall efficiency of the Bank. It expresses
non-interest expenses as a percentage of total revenue. A lower ratio indicates
better productivity. By this measure, Scotiabank has historically been
significantly better than the international benchmark of 60%.

-
Risk Based Capital Adequacy

Performance: 2 1 . 53 %

The Risk Based Capital Adequacy Ratio is a measure of the Bank's overall strength.
It requires that the Bank maintain a ratio between its capital base and the
aggregate of its risk weighted assets at no less than 10%. Scotiabank Jamaica
has continued to maintain a strong capital adequacy ratio.

2005 Scotiabank Annual Report
1



Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the Thirty-Ninth Annual General Meeting of THE BANK OF NOVA SCOTIA JAMAICA
LIMITED will be held on Friday the 17th February 2006 at 10:00 a.m. at the Jamaica Pegasus Hotel, 81 Knutsford
Boulevard, Kingston 5, Jamaica for the following purposes, namely: -

1.

To consider the Company’s Accounts and the Reports of the Directors and the Auditors for the year ended
October 31, 2005 and to consider and (if thought fit) pass the following resolution:

Resolution No. 1

“That the Directors’ Report, the Auditors’ Report and the Statements of Account of the Company for the
year ended October 31, 2005 be approved and adopted.”

To approve and ratify interim dividends:-
To consider and (if thought fit) pass the following resolution:

Resolution No. 2

“That the interim dividends paid of 50 cents on April 7, 2005, 25 cents on July 7, 2005, 25 cents on
October 13, 2005 and 25 cents on January 5, 2006 be and are hereby ratified.”

To elect Directors and fix their remuneration. The Directors retiring from office by rotation pursuant to
Article 90 of the Company’s Articles of Association are Miss Muna Issa, Mr. Charles Johnston, Mr. Warren
McDonald and Dr. Herbert Thompson, who being eligible offer themselves for re-election.

In accordance with Article 93 of the Company’s Articles of Association, Mr. Joseph M. Matalon, Professor
Stephen Vasciannie and Miss Stacie-Ann Wright, having been appointed to the Board since the last Annual
General Meeting shall cease to hold office and, being eligible, offer themselves for election.

To consider and (if thought fit) pass the following resolutions:

Resolution No. 3

a) “That retiring Director Muna Issa be and is hereby re-elected a Director of the Company.”

b) “That retiring Director Charles Johnston be and is hereby re-elected a Director of the Company.”
) “That retiring Director Warren McDonald be and is hereby re-elected a Director of the company.”
d) “That retiring Director Herbert Thompson be and is hereby re-elected a Director of the Company.”
e) “That retiring Director Joseph M. Matalon be and is hereby elected a Director of the Company.”

f) “That retiring Director Stephen Vasciannie be and is hereby elected a Director of the Company.”
o)) “That retiring Director Stacie-Ann Wright be and is hereby elected a Director of the Company.”
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4. To appoint Auditors and authorise the Directors to fix the remuneration of the Auditors.
To consider and (if thought fit) pass the following resolution as a special resolution:

Resolution No. 4

"KPMG, Chartered Accountants, be and are hereby appointed Auditors of the Company to hold office until
the next Annual General Meeting at a remuneration to be fixed by the Directors of the Company.”

5. Any other business for which due notice has been given.

BY ORDER OF THE BOARD

David Noél
Secretary
November 24, 2005

REGISTERED OFFICE
Scotiabank Centre

Duke & Port Royal Streets
Kingston

A member entitled to attend and vote at this meeting may appoint a Proxy to attend and vote in his/her stead. A Proxy need
not also be a Member of the Company. Enclosed is a Proxy Form for your convenience, which must be lodged at the Company’s
Registered Office at least forty-eight hours before the time appointed for holding the meeting. The Proxy Form shall bear the
stamp duty of $100.00 before being signed. The stamp duty may be paid by adhesive stamp(s) to be cancelled by the person
executing the Proxy.
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Financial & Other Highlights

Financial Position ($ Millions)

2005 2004

Total Assets 183,461 168,168
Earning Assets

Performing Loans, net of provisions 56,730 52,420

Repos 27,227 25,046

Non performing Loans 918 1,039

Investments & Others 76,672 65,546
Deposits by the public 107,280 98,811
Stockholders' Equity 23,525 20,605
Earnings and Dividends ($Millions)
Gross Operating revenue 25,008 25,313
Profit before Taxation 8,330 8,173
Profit after Taxation 5,886 5,856
Dividends paid and proposed 2,927 3,118
Financial Ratios
Earnings per stock unit ($)* 2.01 2.00
Dividends per stock unit ($)* 1.00 0.925
Dividend payout ratio (%) 49.74 46.24
Return on average equity after tax (%) 26.33 29.85
Return on assets at year- end (%) 3.21 3.48
Net Interest Margin (%) 7.34 8.36
Risk based Capital Adequacy Ratio (%) 21.53 22.31
Other Statistics
Number of stock units (ordinary shares)* 2,927,232,000 2,927,232,000
Stock price at year- end ($)* 21.14 25.26
Number of stockholders 14,105 10,982
Number of staff 1,843 1,864
Number of offices 47 48

* 2004 restated to reflect the one-for-one bonus issue on March 10, 2005.
Where necessary, comparative figures have been restated to conform with changes in presentation in the current year.
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Directors’ Report

The Directors submit herewith the Statement of Consolidated Revenue, Expenses, Unappropriated Profits, Assets and Liabilities
of the Bank for the year ended October 31, 2005.

The Consolidated Statement of Revenue and Expenses shows pre-tax profit for the year of $8,330 Million from which there has
been provided $2,444 Million for corporate income tax, leaving a balance of $5,886 Million.

On February 18, 2005, at the Annual General Meeting of the Members of the company, resolutions were passed increasing the
Authorised Share Capital from $1,500,000,000 to $3,000,000,000 and the Issued Share Capital from $1,463,616,000 to
$2,927,232,000 by way of a 1 for 1 bonus share issue. The increase in the issued share capital was effected on March 10, 2005 and
the cost of the bonus shares was met from the Retained Earnings Reserve as at January 31, 2005.

The appropriation of earnings detailed in the financial statements includes:

i. Aninterim dividend of 25 cents per stock unit payable to stockholders on record as at December 14, 2005, payable on
January 5, 2006. This brings the total distribution for the year to $1.00 per stock unit compared with $0.925 per stock
unit for the previous year, after adjustment for the aforementioned 1 for 1 bonus shares.

ii. A transfer of $750,000,000 to the Retained Earnings Reserve.

iii. Capitalization of $1,463,616,000 from Retained Earnings Reserve by way of a 1 for 1 bonus issue of shares on
March 10, 2005.
iv. A transfer of $1,463,616,000 from Retained Earnings Reserve to the Statutory Reserve Fund.
In view of the interim dividends paid, and to be paid, as mentioned above, the Directors do not recommend the declaration of
a final dividend at the Annual General Meeting to be held on February 17, 2006.
Miss Muna lIssa, Mr. Charles Johnston, Mr. Warren McDonald and Dr. Herbert Thompson retire from the Board by rotation in
accordance with Article 90 and being eligible offer themselves for re-election.

In accordance with Article 93 of the Company’s Articles of Association, Mr. Joseph M. Matalon, Professor Stephen Vasciannie and
Miss Stacie-Ann Wright having been appointed to the Board since the last Annual General Meeting cease to hold office and,
being eligible, offers themselves for election.

Miss Minna Israel, Mr. Anthony Allen and Dr. Wayne Henry resigned from the Board on January 17, 2005, January 25, 2005 and
June 30, 2005, respectively. The Board wishes to express its sincere appreciation to Miss Israel, Mr. Allen and Dr. Henry for their
contributions to the Bank.

Your Directors are proposing that KPMG be appointed auditors of the Company at the next Annual General Meeting. Previously,
both KPMG and PricewaterhouseCoopers were joint auditors of our parent company in Canada, the Bank of Nova Scotia. KPMG
has now been appointed the sole auditors in Canada, and their proposed appointment as auditors in Jamaica as well is designed
to achieve greater efficiency in the preparation of the consolidated results for the Scotiabank Group.

PricewaterhouseCoopers have agreed to retire as auditors at the next Annual General Meeting and your Directors would like to
thank them for their professionalism and the excellent service they have provided as auditors over the years.

Your Directors wish to thank the Management and Staff of the Bank for their performance during the year under review.

On behalf of the Board

e

R.H. Pitfield
Chairman, Kingston, Jamaica
November 24, 2005

2005 Scotiabank Annual Report
5



Ten-year Statistical Review

Restated

Restated

Restated

2005 2004 2003 2002
$'000
Total Assets 183,460,943 168,167,649 147,653,177 127,367,433
Performing Loans 56,730,432 52,420,106 47,111,019 38,513,658
Non-Performing Loans 918,164 1,039,396 963,695 906,857
Repos 27,227,255 25,046,360 17,593,444 14,120,663
Investments & Other Earning Assets 76,672,095 65,554,244 60,908,823 52,326,933
Deposits by the public 107,280,146 98,810,819 87,067,332 76,947,608
Securities Sold Under Repurchase Agreement 16,705,889 18,546,429 15,292,996 11,566,632
Stockholders' Equity 23,524,953 20,605,017 17,651,197 14,065,776
Profit Before Tax 8,329,812 8,172,633 7,307,403 5,308,735
Net profit after tax 5,885,586 5,856,057 5,456,670 3,869,782
Dividends paid, gross 2,927,232 2,707,689 2,561,328 1,683,158
Unappropriated Profits at year end 11,918,737 9,710,382 6,580,207 4,265,864
Number of stock units at year end® 2,927,232 2,927,232 2,927,232 2,927,232
FINANCIAL RATIOS
Earnings per stock unit® 2.01 2.00 1.86 1.32
Price earnings ratio 10.51 12.62 4.80 5.92
Dividends paid per stock unit®” 1.00 0.925 0.875 0.575
Dividend yield (%)™ 3.88% 4.41% 9.78% 7.34%
Dividend payout ratio (%) 49.74% 46.24% 46.94% 43.49%
Return on average equity pre-tax (%) 37.26% 41.65% 45.83% 40.00%
Return on average equity (%) 26.33% 29.85% 34.22% 29.16%
Return on assets at year end (%) 3.21% 3.48% 3.70% 3.04%
OTHER DATA
Stock price at year end ($)® 21.14 25.26 8.95 7.83
Price change from last year (%) -16.31% 182.18% 14.30% 2.49%
JSE Index at year end 102,445 104,001 60,304 41,044
Change in JSE Index from last year (%) -1.50% 72.46% 46.93% 25.92%
Number of staff 1,843 1,864 1,851 1,805
Number of offices 47 48 47 49
Number of stockholders 14,105 10,982 9,401 9,447
Exchange Rate J$1=US$ 0.0156 0.0162 0.0166 0.0203
Inflation Rate Year Over Year (%) 15.90% 11.60% 14.13% 5.04%
Net Profit in US$ 92,061 94,805 90,549 78,387
DIVIDEND PAID QUARTERLY
Quarter 1 731,808 585,446 446,403 402,493
Quarter 2 731,808 658,627 446,403 417,131
Quarter 3 731,808 731,808 526,902 417,131
Quarter 4 731,808 731,808 1,141,620 446,403
Total 2,927,232 2,707,689 2,561,328 1,683,158

(1) Amounts have been retroactively adjusted to reflect the one-for-one bonus issues on March 10, 2005 and October 6, 1997.
Where necessary, comparative figures have been restated to conform with changes in presentation in the current year.
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Restated

2001 2000 1999 1998 1997 1996
102,563,972 88,430,400 77,719,597 65,615,624 54,926,384 42,226,573
25,244,790 20,357,184 16,669,180 17,196,178 19,081,775 16,810,175
911,345 1,217,056 1,324,321 1,237,930 720,465 332,679
14,715,189 9,171,222 9,933,153 7,908,520 7,547,662 5,015,324
46,653,347 44,585,417 39,149,800 36,599,592 17,132,218 13,188,100
67,809,259 60,384,105 54,537,781 46,222,803 41,677,670 30,427,290
8,392,202 8,701,050 8,016,576 6,072,443 4,257,049 2,647,531
11,880,802 8,353,262 6,996,243 5,916,542 4,942,448 4,089,024
4,418,438 3,484,976 2,946,473 2,577,282 2,262,128 2,475,282
3,214,178 2,557,184 2,031,051 1,764,447 1,584,559 1,661,395
1,463,616 1,200,165 951,350 790,353 731,808 658,628
2,829,240 1,038,755 635,886 338,959 201,223 510,917
2,927,232 2,927,232 2,927,232 2,927,232 2,927,232 2,927,232
1.10 0.87 0.69 0.60 0.54 0.57

6.96 7.38 4.83 5.56 9.05 6.56

0.50 0.41 0.33 0.27 0.25 0.11
6.54% 6.35% 9.70% 8.06% 5.10% 3.02%
45.54% 46.93% 46.84% 44.79% 46.18% 39.64%
44.72% 44.05% 44.00% 46.32% 50.09% 69.34%
32.53% 32.32% 30.33% 31.71% 35.09% 46.54%
3.13% 2.89% 2.61% 2.69% 2.88% 3.93%
7.64 6.46 3.35 3.35 4.90 3.73
18.27% 92.84% 0.00% -31.63% 31.54% 9.56%
32,595 29,776 21,124 20,050 18,147 15,323
9.47% 40.96% 5.36% 10.49% 18.43% -2.20%
1,756 1,691 1,757 1,874 1,666 1,617

48 50 49 50 51 50

9,165 9,040 8,912 8,073 7,948 10,379
0.0210 0.0224 0.0250 0.0271 0.0278 0.0285
7.56% 8.30% 6.44% 7.14% 9.98% 22.76%
67,498 57,281 50,776 47,746 44,052 47,333
329,314 182,952 182,952 146,361 292,723 439,085
358,586 182,952 182,952 146,362 292,723 439,085
373,222 292,723 182,952 146,362 365,904 439,085
402,494 541,538 402,494 702,536 512,266 329,314
1,463,616 1,200,165 951,350 1,141,621 1,463,616 1,646,568

2005 Scotiabank Annual Report



Report to Shareholders

Robert H. Pitfield

Chairman

Other Income

4,000 $ Millions
3,500
3,000

500 2433 2,595
2,0001 1,784 1853
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1,000
500

3,463

2001 2002* 2003 2004 2005

*Adoption year for IFRS

FINANCIAL REVIEW

We are pleased to report on another successful year of operations for Scotiabank and its
Subsidiaries (The Bank). Scotiabank reported net income of $5,886 million for the year
ended October 31, 2005, the ninth consecutive year of increased profits. These results
were achieved in spite of very challenging economic times, which saw significant
reductions in market interest rates. Our results reflect the strength of our well-diversified
business lines, as we remain focused on our core business to achieve solid earnings and
long-term sustainable growth. Strong growth in retail banking continues to be a major
contributor to our solid performance, with volume growth in retail and credit card loans
and fee income being major contributors to retail banking profits.

Total Revenue

Total revenue comprising net interest revenue and other income was $17,526 million.
While we experienced a marginal reduction in net interest revenue (consistent with the
reduction in market interest rates), our other revenue increased by 33%. This was fueled
by strong growth in foreign exchange trading profit, credit card revenue, and other retail
fees.

Net Interest Income

Net interest income, the excess of gross interest earned over gross interest expenses,
continues to be a significant source of revenue. For the year ended October 31, 2005, net
interest income was $14,064 million, down marginally by $47 million from last year. There
was strong portfolio volume growth, which would otherwise have resulted in a
considerable increase in net interest revenue; however, there was a reduction in net
interest margin occasioned by the significant reduction in market interest rates.

Profit Before Tax Return on Assets
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FINANCIAL REVIEW conro

Premium Income

Scotia Jamaica Life Insurance Company Limited (SJLIC) had another successful year with
total gross premium income of $4 billion. Net premium income increased by $60 million,
when compared to the same period last year. Undaunted by competitive market forces
and declining interest rates, ScotiaMINT continues to enjoy the largest share of the local
interest-sensitive insurance market.

Other Income

Other income, defined as all income other than net interest income and insurance
premium income, increased by $808 million, year-over-year. This was driven by strong
growth in retail banking fees and foreign exchange trading revenue in tandem with
growth in business volume.

Non-Interest Expenses and Productivity

Scotiabank's productivity ratio remains the best in the Jamaican financial sector, due in
part to our unwavering focus on managing costs across the Group. Our productivity ratio
(non-interest expense as a percentage of total revenue), - a key measure of cost efficiency,
was 52.47%. |If insurance premium and related actuarial expenses were excluded, to
recognize the significant dissimilarities between the revenue/expense pattern of the
insurance business and the other financial services offered by the Scotiabank Group, the
productivity ratio for the period was 41.32%, which is significantly better than the
international benchmark of 60%. We will continue our focus on finding new ways to
improve operational efficiency by consolidating and streamlining processes and structures,
eliminating duplication, and sharing best practices throughout our network.

Expenses Dividend Paid Per Stock Unit
10,000 - $ Millions 9197 120 $
8533 T
2000 L 0925 100
g 7,153 0.88
080 -
6000 - 5,003 5303 057
4,000 |- 050
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President and CEO

Return on Average Equity

40.00

30.00

20.00

10.00

0.00

%
3253 34.22

29.16 29.85
2633

2001 2002* 2003 2004 2005

*Adoption year for IFRS



Report to Shareholders

FINANCIAL REVIEW conro

Non-Interest Expenses and Productivity (cont'd)

Non-Interest Expenses excluding Change in Policyholders' Reserve and Loan Loss Provisions, were $6,831 million, an increase of $586
million over last year, which is primarily due to increases in staff--related costs. Policyholders' Reserves for ScotiaMINT's life insurance
fund is directly attributed to the business in force.

Dividends

Scotiabank's policy is to increase dividends in line with the trend in earnings, while ensuring that adequate levels of capital are kept
for the purpose of protecting depositors and growing the business of the Bank. The dividend payout ratio is the gross dividend paid,
expressed as a percentage of the net profit after tax. Our payout ratio for 2005 was 49.74%, compared with 46.24% for the previous
year. Both dividends were within our usual payout range of 40% to 50%.

2005 marked another year of consecutive dividend increase. Dividends per share rose to $1.00 in 2005, an 8% increase over the
prior year, which was $0.925 per share. The gross dividend paid for fiscal 2005 was $2,927 million, up $219 million from last year.
The steady growth in dividends is a major contributor to the high long-term returns generated for shareholders.

Asset Growth

The Bank's total assets increased from $168 billion at October 31, 2004 to $183 billion at October 31, 2005, an increase of $15 billion.
The average 10 year compounded growth rate at October 31, 2005 was 15%, compared with 18.8% at the previous year-end.
Performing Loans as at October 31, 2005 were $57 billion, up $4.3 billion over the previous year. While private sector commercial
loan demand remained soft, we achieved significant growth during 2005, mainly through growth in retail loans.

Our cash resources held to meet statutory reserves and the Bank's prudential liquidity targets stood at $44 billion at October 31,
2005, compared to $40 billion at the previous year-end. These assets are held in liquid form at levels and terms that enable us to
respond effectively to swings in our cash flow, without severe adverse consequences. The amounts held exceed the statutory
minimum for such assets in relation to our prescribed liabilities.

Earnings Per Stock Unit Total Assets Profit Per Employee
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FINANCIAL REVIEW conro

The Bank's portfolio of Government securities (including repurchase agreements) grew from $60 billion at last year-end to $67
billion at October 31, 2005 as deposit and repo liability growth outpaced loan growth. The average yield on the portfolio decreased
year over year in line with market trends.

Credit Quality

Scotiabank's credit quality continues to be outstanding, both by international standards and when compared with our peers locally.
Non-performing Loans at October 31, 2005 were $918 million, an improvement of $121 million when compared to $1,039 million a
year ago. The Group's non-performing loans now represent 1.59% of total loans and 0.50% of total assets, compared to 1.93% and
0.62% respectively in the prior year.

Most non-performing loans are secured, the majority with real estate security. Provisions for loan losses are considered adequate
and are reviewed regularly in light of changing market conditions. Provision for loan losses on an IFRS (International Financial
Reporting Standards) basis was $495 million at year-end. However, the total provisions based on the Bank of Jamaica's statutory
requirements were $1,302 million. The difference between the statutory and the IFRS provision is reported in the LLP Reserve, as a
component of shareholders' equity. We are confident that, with this level of provisioning, the Group is adequately protected should
the economy suffer a short-term down turn.

Deposits

Our Bank continues to increase its deposits, despite the noticeable market shift from traditional bank deposits to investments in a
wide variety of market instruments, ranging from Government of Jamaica securities to money market products. The Bank's deposits
grew by 10 %, from $104 billion at last year-end to $114 billion at this year-end, as public confidence in the Bank remains very high.

The mix of the portfolio was dominated by retail savings accounts; however, term deposits liabilities continued to grow steadily.

Dividends Dividend Payout Ratio Productivity Ratio
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Report to Shareholders

CoRPORATE AND COMMERCIAL BANKING

During the year, the Bank maintained market dominance in corporate and commercial banking, despite aggressive competition and
the challenging economic environment. This was achieved primarily through the loyalty of our customers and the commitment,
hard work and dedication of our relationship managers. We intensified our focus on growing market share by both deepening our
customer relationships with a greater share of their business, and developing new relationships with select growth companies, on
mutually beneficial terms.

Our experienced commercial banking professionals were successful in facilitating growth in the Bank's commercial/corporate loan
and deposit portfolios, across a broad range of industry segments. We provided significant levels of financing to the tourism,
telecommunications, manufacturing, transportation, distribution and agricultural sectors, through various structured financing
arrangements.

Also, we fulfilled our mandate as joint lead arranger for a major syndicated financing facility in the telecommunications sector. Our
extensive corporate finance and capital market capabilities, coupled with our strong capitalization and sizable lending capacity,
allowed us to work successfully with our syndicated partners in putting together this landmark US$350 million transaction.

Recognizing the significant impact of the hotel industry on Jamaica's economic development, the Bank continues to be the leading
financier to this industry, our expertise in structuring large scale hotel deals being unparalleled in the local market. In 2005, we
financed two major hotel projects of more than US$100 million, resulting in the addition of over 850 rooms to the country's hotel
room stock and the refurbishing and upgrading of over 700 rooms.
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The President’s Council: Standing from /left to night: Rosemarie Voordouw - Director, Employee Communications & Consultations; H. Wayne Powell - Executive
Vice President, Retail Sales Management: Stacie-Ann Wright - Executive Vice President & Chief Financial Officer; David Noél - Senior Vice PresidentSenior
Legal Counsel & Colporate Secretary,; Rosemarte Piliner - Executive Vice President, Operations & Service Delivery; Audrey Tugwell Herry - Senior Vice
President, Retail & Electronic Banking; Michael Jones - Senlor Vice President, Human Resources; Henri Bourdeau - Vice Presiaent, Risk Management:
Wayne Hewiit - Vice President, Comporate & Cormmercial Banking and sitting, William E. Clarke - Presiaent & Chief Executive Officer:
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Report to Shareholders 1;'--

Jamaica's largest and one of the newest hotels on the North Coast is Club Riu Hotel, Ocho Rios for which Scotiabank provided the financing. Here, Carol
Logan, Senior Relationshjp Manager, Comporate & Commercial Banking Center, Scotiabank, and General Manager Frank Sonderm are seern in discussions.

CoRPORATE AND COMMERCIAL BANKING cont'o

Over the years, we have shared a mutually rewarding
relationship with the Port Authority of Jamaica (PAJ). In 2004,
the PAJ embarked on the expansion and upgrading of the

Kingston Container Terminal (KCT
Phase 4), which has been
successfully completed. Scotiabank
Jamaica was able to leverage its
international  linkages  with
Scotiabank in Canada to assist in
providing a customized solution
for a project the size of KCT Phase
4. As a result, PAJ now boasts one
of the most modernized trans-
shipment terminals in the region.
Plans are being prepared to
undertake Phase 5 of this
redevelopment.

Scotiabank has been equally active in facilitating smaller

business opportunities. During the year, the Bank continued

A view of the impressive lobby area of the Club Riv Hotel, Ocho Rios.
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to show its unreserved commitment to nation building and
private enterprise through ongoing support to small and
medium size enterprises. Through the Scotiabank Jamaica

Production Fund, some J$800
million was disbursed to 37
businesses in the manufacturing
sector, at a subsidized interest rate
of 9.5%. Financing was also
provided to several smaller type
industries, such as transportation,
clothing and textile, resulting in
an increase in the number of buses
utilized for the transportation of
tourists, as well as the addition of
state-of-the-art equipment to
facilitate computerized embroider-
ing on t-shirts.



Scotiabank Jarmaica leveraged fts intemational linkages with The Bank of Nova Scotia, fo provide financing for the refurbishing of the Sunset Jamaica Grand
Resort & Spa in Ocho Rios. Here, Managing Director; lan Kerr gives Marcette Mcleggon, Senior Relationshijp Manager, Comporate & Commercial Banking
Center; Scotiabank, a tour of the property:

In addition to our traditional loan and deposit products, we
continued to assist customers in managing their cashflow,
mainly through our suite of cash management services. We at
Scotiabank recognize that in today's fast-paced competitive
environment, easy and immediate access to accurate
information and superior cash management are keys to the
success of any business. As a result, we will see the
introduction of Business Internet Banking during the next
fiscal year.

We expect the coming year to be even more challenging and
anticipate that with continued emphasis on strengthening our
customer relationships, improving our responsiveness to the
needs of our corporate and commercial customers and
continuously improving our delivery structure, we will enjoy
growth in our business lines.

RETAIL BANKING

Despite many economic challenges, we maintained our
dominance in retail banking with market share of deposits
and loans of 44% and 41% respectively.

Retail Lending

Our lead consumer loan product, Scotia Plan Loan, recorded
growth of 16% in outstandings, remaining the consumer loan
of choice and attesting to the hard work and high level of
customer service provided by our personal banking officers.

During the year, we partnered with five of the island's  leading
new auto dealers, to launch ScotiaWheels, a motor  vehicle
financing programme, and reaffirmed Scotiabank's position
as the premium bank for motor vehicle financing. The
ScotiaWheels programme, which ended on December 31, 2005,
offered purchasers of new cars from these dealers, a competitive
and low interest rate of 18.75%, reduced from 19.75%.
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The current capacily of the Kingston Container Terminal has doublea, with the recent completion of Phase 4 of the exparnsion project. Here, representatives of
APM Terminals (Ja.) Limited, responsible for the expansion and Scotiabank, financlers, 0ok at the drawings for Phase 5. From left fo right are Brian
Cunningham - Vice President, Global Risk Management Carnibbean, Scotiabank Toronto; Peter Ford - General Manager AFPM Terminals (Ja.) Limitea, Marcetfe
MeclLeggon - Senior Relationshjp Manager;, Comporate & Cormmercial Banking Center, Scotiabank Jamarica, Wilma Johnson - Client Services Manager, APM
Terminals, Winston Boothe - Senior Vice Presiaent Finance & Administration, Port Authority, Wayne Hewiitt - Vice President. Corporate & Commercial Banking
Center, Scotiabank Jamaica anad Robert Pitfield - Chalnman, Scotiabank Jamaica.

ScotiaLine Gold is an innovative solution that provides
customers with electronic access to their Scotialine product,
via the MasterCard and MultiLink ABM networks, 24 hours per
day. In addition, customers can continue to use their
personalized Scotialine cheques. During the year, our
ScotiaLine portfolio recorded growth of 28.6% in
outstanding balances.

Year over year, there was overall growth in our savings
portfolio. Our youth accounts, ScotiaFirst & ScotiaWise, grew
by 11.8 % and 13.6 % respectively. This was due mainly to
our School Savings Promotion, which targeted potential and
existing savers in these two youth savings accounts. The
objective of this promotion was to encourage our youth to
start saving at an early age.

During the year, we also looked at ways to provide benefits to
our adult savers. The 'Gain A Million' promotion was launched
in August, 2005, and ends on April 30, 2006. During the

promotional period, customers will have the opportunity to
win up to $3 million.

We continued to provide discounted fees and free services to
our customers 55 years and over. Balances for the ScotiaPlus 55
portfolio increased by 8.5%.

ELECTRONIC BANKING

Credit Cards

Scotiabank has remained the market leader in the local credit
card market, offering the widest range of cards to meet
various customer needs. We extended our credit card line with
the Platinum MasterCard last year, bringing our total offer to
seven distinct credit cards to suit our customers' diverse
lifestyles. The Platinum MasterCard portfolio has been steadily
growing, over 100% year over year. Our Magna MasterCard Credit
Card is the market leader, with more than 44% of our credit card
customers holding a Magna Card, a 12% growth since the
beginning of the financial year.
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Report to Shareholders

Barmington Chishlom, Manager; New Kingston branch poses with Kenneth Loshusan owner of the Barbican Center which houses the Loshusan Supenmarket in
adblition to 9 other shops, a Scotiabank financed project. The Center was officially opened on September 8, 2005 by Williarm Clarke, Presiaent & CEO of

Scotiabank Jamarlca.

Merchant Services

Solutions to our merchants, in particular e-commerce solutions
to facilitate conducting business online, were expanded
during the year. The Inland Revenue Department was among
the many merchants we partnered with to provide e-payment
systems for their customers. This partnership marked a new
beginning for Jamaicans, who can now pay property taxes and
various other taxes and fees online, using their credit cards.

There was steady growth in the merchant base, and a
significant 24% increase in the total revenue from credit card
point of sale transactions. Debit point of sale transactions
grew by an impressive 1,340%.

ScotiaCard

ScotiaCard is now positioned as the umbrella vehicle for
customers to conduct their banking safely, conveniently and
quickly, using our reliable self-service Banking channels -
Internet Banking, TeleScotia, ABMs, point of sale and in-

branch banking. As ScotiaCard is the nucleus for driving usage
of these channels, we launched a ScotiaCard advertising
campaign, urging customers to SIMPLIFY their lives using
ScotiaCard. This campaign was well received, in conjunction
with several internal initiatives promoting ScotiaCard,
resulting in the issuance of over 145,000 ScotiaCards this year.
ScotiaCard's share of the Debit Card Market is now
approximately 50%. The percentage of our active customer
base now using ScotiaCard to access the self-service banking
channels also grew by close to 60%.

Automated Banking Machines

During the year, we added 12 machines to the network, which
brings the total number of Scotiabank ABMs to 155, adding a
higher level of flexibility and concurrence. ABMs are the
preferred choice for our customers to do their routine
transactions, as demonstrated by the growth in the number
of transactions.
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Report to Shareholders

Internet Banking

Many of our customers are enjoying the convenience of
banking on line with Scotiabank Internet Banking. To date,
we have signed up some 20,000 customers and 87 bill
payment merchants, an increase of 50% and 40% respectively
over the past year.

TeleScotia

TeleScotia continues to be attractive to many of our
customers, due to its convenience and reliability. This is
evidenced by an 11% increase in the number of transactions.
To date, more than 100 merchants accept bill payments via
TeleScotia. We have an active customer base of 41,000.

Business Internet Banking

Our new online banking solution for commercial customers,
Business Internet Banking, was being piloted for launch in
January 2006. This solution will offer, among other services,
information on bank accounts, direct deposit payments,
consolidated cash plans and cheque reconciliation
functionalities. Eventually, all customers on the current Cash
Management Services platform will be transferred to the
Business Internet Banking platform. This will assist our
commercial customers to enhance their working capital,
improve information flow and simplify administration.

Payment Card

Scotiabank, recognizing the need for a safe and convenient
avenue for employers to make payroll payments to
employees, has designed the QuickPay card - an electronic
payroll card. In January 2006, employees will be able to quickly
and conveniently access their salaries at over 300 ABMs or
utilize the card at 11,000 point of sale terminals islandwide.

BANKING OPERATIONS

We concluded the implementation of the International
Banking Platform (IBP) within our branch network, a cutting-
edge technology, which realized our objectives to shift from
traditional banking methods to a modern service arena.

This initiative focused on needs-based selling, personalized
service, relationship building and the delivery of 'one-stop'
shopping experiences for all customers. Our tellers are able to
efficiently expedite transactions by accessing the Customer
Information File data base, which comprehensively captures

demographic, account and personal information on all
Scotiabank Jamaica customers. The Interactive Application
Process, complements the Interactive Telling Platform, by
automating application-taking for our suite of banking
products: viz-a-viz, credit cards, loans, lines of credit and retail
accounts.

Real Estate

We improved on our real estate aesthetics by refurbishing and
renovating a number of our branches, which enhanced our
merchandising approach to encompass the sales and service
culture. The recent relocation of our Junction Branch to a
more spacious and attractive locale, is indicative of our
commitment to ensuring a mix of comfort and superior service.

Branch rationalization is ongoing, as we strategically position
our branches to leverage market opportunities. We closed our
Appleton Sub-branch on May 31, 2005, and the transition to
the main branch, Santa Cruz was seamless, with customers
utilizing the alternate delivery channels to effect banking
transactions. The Appleton Sub-branch was established to
primarily facilitate cheque encashment.

HuMAN RESOURCES

The year 2005 was a successful one for the Bank's Human
Resources function, with various strategically relevant issues
being brought to completion. Our focus was in concert with
the HR vision “adding value on the inside, creating value on
the outside.”

Recruitment and Training

To assure the availability of resources to support turnover in key
business lines and support areas, we continued our focus on talent
identification and additional development interventions.
Succession Planning was cascaded to lower levels to allow the
identification of a wider pool for earlier development.

We improved our predictive recruitment capability by
implementing a wider range of psychometric tools.

Training became increasingly competency-based, and new
initiatives have either been implemented or planned to
achieve the delivery of an exceptional customer service
experience, management of the employee experience, or
career development and leadership. We have also expanded

2005 Scotiabank Annual Report

18



W
b

Mr. Andre Harvey

y association with Scotiabank began in 1995 when | received a scholarship from the Bank to complete my first degree in Management Studies and
\ / I Economics at the University of the West Indies (UWI). | graduated from this programme with First Class Honors.

My career at the Bank started at the East Queen Street branch where | received training as a Consumer Credit Officer. | then relocated to the Ocho Rios branch
in 1998, where | worked as a Personal Banking Officer for two years. | was later promoted to the position of Senior Personal Banking Officer at the Sam Sharpe
Square (Montego Bay) branch, and later a similar post at Hagley Park Road branch. | was subsequently trained in Commercial Credit. | have acted as Relief
Branch Manager at the Port Antonio and Oxford Road branches.

In October 2005, | was promoted to my current post - Assistant Manager, Personal Banking at the New Kingston Branch.
Eight years at Scotiabank, for me, has been very fulfilling and rewarding. There is scope for upward mobility within the organization and the Bank

provides training opportunities to assist employees to enhance their career development, as evidenced by my own career growth and advancement. | would
certainly recommend Scotiabank as a great place to work.

on-line training opportunities to our staff to supplement Wellness and Staff Welfare
training currently offered at our Training Centre. Mandatory ~ Wellness initiatives continued, including a very well received

cross-training was also implemented across the BNSJ Group. training programme for culinary staff on Professional Cooking
for Healthy Living. Our new HR intranet also includes a Health
Employee Satisfaction Risk Assessment resource.

HR technology also saw improvement through the additional

mining of data to support HR metrics. Based on an internal  New efforts took place to increase 'social capital'. Our main

staff survey, employee satisfaction improved year over year, recreational facility was re-branded and arrangements for

from 72% to 77%, and the participation rate increased from  similar facilities made for rural area branch staff. Our

77% to 82%, reflecting increased emphasis on communication ~ Employee Annual General Meeting (EAGM) and Fun Day were

and employee relationship issues. well supported by our staff from across the island. The
Employee Share Ownership Programme maintained a healthy
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Mrs. Christine Wilson

careers. My career with the Bank started at the Santa Cruz branch as a teller in April 1997. In 1999, | was transferred to the Mandeville branch at my

To me, Scotiabank represents an institution where there are opportunities for employees to enhance their individual development and build successful

request in order to complete my Bachelor’s Degree at Northern Caribbean University (NCU). At that time, Scotiabank had also enhanced its educational
assistance to staff and | am very proud to say that | was one of the first persons to receive a scholarship to NCU from the Bank. | graduated in 2003 Magna

Cum Laude. [ recently completed my MBA with Nova Southeastern University and hope to further my studies in Human Resource Management.

Receiving the scholarship afforded me the opportunity to receive formal training in most functional areas of the Bank. This, coupled with on the job training,
has allowed me to improve the quality of service that | offer to our customers in my current post as Relationship Officer at the Mandeville branch.

Scotiabank has shown me what it means for a company to be truly customer centric and what it takes to be a successful team player in any organisation.
Being customer focused is the key to doing business in such a dynamic and competitive market place and I will always endeavour to put our customers first.

Wellness and Staff Welfare (cont'd)

participation level with an increase from 74% in fiscal 2004 to
83% in fiscal 2005. Employees attest to the significant benefits
gained from participation in this programme from year to
year.

Several retirement-related initiatives were executed during
the year. Our first pensioners' luncheon was held in the first
quarter of 2005 and was well received. This was followed up

later in the year with a pre-retirement seminar, specially
geared towards employees who are near retirement. Greater
attention is being placed on assisting our staff to prepare for
the future from early on in their careers.

Union negotiations with the Bustamante Industrial Trade
Union for full-time and part-time employees were successfully
concluded, culminating in a new three-year Collective
Bargaining Agreement.
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Awards

Scotiabank received the Inaugural
Human Resource  Management
Innovation award from the Human
Resource Management Association of
Jamaica, for innovativeness in
implementing the first and only unit
of its kind in Jamaica, our Employee
Communications and Consultations
Unit.

We were nominated amongst the top
10 Employers of Choice in the Jamaica
Employers Federation/Mona Institute
of Business inaugural 'Employer of
Choice Survey'.

Employee Communications &
Consultations

The Employee Communications and
Consultations  Unit (ECC) was
established in 2003 as an Ombuds

Report to Shareholders

The ECC conducted 24 outreach
meetings in branches and units on such
topics as stress management, grief
counselling, effective interpersonal
communication and team building.

During the year, both counselors in the
Unit received certification in general
and workplace conflict mediation from
the U.S. based Mediation Training
Institute. Work-shops were held in
conflict resolution, and career
counselling. The Unit also added two
new channels for employees to access
information to assist with on-the-job
performance and relationships, the
Consultations Intranet, and the
Coaching E-zine, Reach! Later in the
year, the Unit produced a stress
management CD which complements
the stress management training
offered on an individual and group

. . o In November 2005, Scotiabank received the Golden .
function with responsibility for employee  zeader Awara fiom the Human Resources ™~ basis.
communications and  confidential %;7,%’;’%’5,%%;”22,’;;@55”‘””9 rnevaive
consultation for employees who have

conflict or other work-related issues.

Over 10% of the employee population, 4% above the
maximum annual usage expected for an Ombuds office,
accessed the services of the Unit. This was mainly due to the
coaching component of the consultations function, which
provides leadership and interpersonal relationship coaching as
well as on-going outreach efforts.

On the communications side, the
Unit produced the staff magazine, ScotiaVibes, and the
quarterly Human Resources publication, In the Loop. Face-to-
face meetings between the CEO and front-line staff, and
monthly e-mails from the CEO continued. In addition the
Scotiabank Speaker's Bureau aimed at streamlining the
delivery of corporate messages, was established.
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Our Subsidiaries

Scotia Investments

"'. ed | 1

\ Scotia Jamaica Building Socielill \ Wgeasy = S—
' ff.._-i W _'.'_‘_'-.iIS.cotia Jamaica Life Insurance Co.'ftd

T

Over the years, the contribution of our Subsidiaries to the
Group’s net profit has grown steadily. This year, their combined
contribution stands at 24.4% as shown below.

SJBS SJLIC
5.1% 15.8%

75.6%
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Report to Shareholders

ScoTiA JAMAICA LiFe INSURANCE COMPANY LimiTED (SJLIC)

Scotia Jamaica Life Insurance Company Limited, which
celebrated its seventh anniversary in June 2005, not only
implemented several enhancements to its flagship product,
ScotiaMINT, but also launched ScotiaMINT Gold - additional life
insurance coverage on ScotiaMINT policies - in 2005.

With an improved and more attractive product, Scotia Jamaica
Life Insurance Company Limited reported strong earnings for
the year 2005, realizing net income after tax of $1.09 billion, an
increase of 16% over 2004 and a contribution of 13.1% to the
BNSJ Group results.

For the year ended October 31, 2005, the company sold 11,462
new ScotiaMINT policies, an increase in the ScotiaMINT portfolio
of 13%, to 59,349 policyholders. Meanwhile, the sale of Credit
Insurance certificates jumped to a record high of 22,706. The
Creditor Life portfolio now boasts 40,978 insureds. Combined
gross premium income for both products was $4.2 billion.

In 2005, Scotia Insurance continued to lead the insurance
industry in the areas of Gross Premium Income (GPI). Competing
against larger, older companies with multiple products and
business lines, the company achieved 31.75% market share in
GPI, while its market share in Annualized Premium Income for
the period July 2004 to July 2005 increased from 18% to over 22
%. (Source: LICA market data as at July 2005).

In the face of continued decline in interest rates, the company's
Policyholders' Fund reported significant growth, from $16.1
billion in October 2004 to $20 billion as at October 31, 2005.

SJLIC FINANCIAL HIGHLIGHTS

Government Securities purchased under resale agreement
Investments

Shareholders' Equity

Policyholders’ Fund

Total Assets

Net Profit After Tax

Return on Average Equity (%)
Return on Assets (%)

Number of ScotiaMINT policies in force
Number of Creditor Life policies in force

The company's total assets also grew by 25%, up from $19.2
billion in 2004 to $24 billion in 2005.

For the first time in the company's history, several SILIC sales
representatives, in recognition of excellence in insurance sales,
attended the prestigious Million Dollar Round Table (MDRT)
Conference in New Orleans in June 2005. MDRT, the premier
international forum for financial professionals, not only sets the
standards for these professionals, but also considers its members
to be among the best in the world.

We restructured our Operations Department to improve its
ability to support multiple lines of business, and provide a solid
platform for future growth. We also focused on improving the
post sale service channels and, as such, implemented an
electronic Complaint/Enquiry Management system, installed
service booths in branches, and enhanced the skill set and
capacity of the SJLIC Call Centre. As we sought to improve our
reporting and analytical systems through automation, the
company upgraded its reporting tools.

With a robust organization structure, a well-trained and
qualified workforce, and a solid reputation in the financial
market, SILIC is well poised to meet the challenges ahead.
Committed to making our customers financially better off, our
focus in 2006 will be on the expansion of our product line,
implementation of more effective sales and customer servicing
strategies, maximizing operational efficiencies through
automation, and continuing to build the skills and knowledge of
our team members.

$ Millions $ Millions
2005 2004
8,103 6,120
14,334 11,262
3,977 2,911
19,955 16,101
24,030 19,246
1,091 937
30 35

4.5 4.9
59,349 52,349
40,978 33,238
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Report to Shareholders

ScoTIA JAmMAICA BuILDING SocieTy (SJBS)

The year 2005 proved a challenging one for the Society.
Despite more aggressive marketing tactics in the sector, SIBS
showed growth in both the deposit and mortgage aspects of
the business.

The Society's deposit base grew by $470 million, representing
a 13% increase over last year's figures. Growth in the
mortgage base was 11% over the 2004 figures, an increase of
some $344 million. Total assets yielded an additional $773
million, an increase of 13%, impacting positively on
Shareholder's Equity, which rose by 17% ($297 million).

In order to build brand awareness, generate goodwill and
mark the occasion of the Society's 10th Anniversary, a
customer appreciation function was held in February 2005.
This took the form of a celebration in music, which was
viewed as an outstanding highlight in the milestone of the
Building Society.

The aim of SJBS is to be seen as not just a mortgage provider,
but as experts in the field, guiding clients in their objective of
home ownership and educating people on topics of
importance to them. In keeping with this and following on
the 'Build vs. Buy' investor forums that ran in the last
financial year, 2005 saw the development of a partnership
with the Land Administrative Management Programme
(LAMP) - which provides information on land titles.
The non-registration of a land title restricts the owner
from accessing available loans - specifically mortgages.

SJBS FINANCIAL HIGHLIGHTS

Total mortgages, net of provisions

Government Securities purchased under resale agreements
Investments

Deposits

Shareholders' Equity

Total Assets

Net Profit After Tax

Return on Average Equity (%)

Starting in March 2005, the SJBS team and representatives of
LAMP journeyed to four locations to speak on the topic. The
forum in Christiana was aired on Television Jamaica with
resounding success. So overwhelming has been the support,
that these forums will continue into 2006.

The availability of Educational Grants to ScotiaAcheiver
and ScotiaOptimum account holders gained a new level of
awareness in 2005 as a result of greater focus on
disseminating information on the facility. The Educational
Grants have also generated increased goodwill amongst the
Society's customers.

In June 2005, a new SJBS product emerged which offered a
tiered mortgage rate to potential homeowners. This resulted
in increased bookings and interest among prospective
customers.

We also partnered directly with developers of new housing
projects, such as Caribbean Estates which is constructing some
960 houses in three phases, scheduled for completion by
mid-2008.

SJBS continues its drive to improve its share in a highly
competitive market. Through its strategies of niche marketing
and strategic alliances, the society is confident that it will
continue to be a spirited player within the industry and a
strong contributor to the success of the BNSJ Group.

$ Millions $ Millions
2005 2004
3,514 3,170

1,836 1,401

678 727

4,140 3,670
2,097 1,800
6,744 5971

297 300

14.99 17.62
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ScoTiA JAMAICA INVESTMENT MANAGEMENT LIMITED (SCOTIA INVESTMENTS)

Scotia Investments' main objective is to provide for the
investment needs of our customer. This need was addressed by
the creation of an investment sales team to offer investment
solutions to our customers across the island. The role of the
investment specialist is to strengthen and deepen
relationships with our customers, offering a holistic approach
to investment management, via access to a range of
investment options specifically suited to their individual needs.

We plan even more changes in 2006, as we gear the company
to be a fully functional securities, trading and investment sales
entity while increasing our market presence.

Scotia Investments achieved a 20% increase over 2004, in total
repurchase agreements (repos), with total client portfolio
moving from $25 billion in 2004 to $30 billion as at
October 31, 2005. Interest rates were generally low and
stable during the fiscal year; and as a result there was a
reduction in revenues earned from 'repo’ sales ($158.8 million
in 2004 versus $120.3 million in 2005). However, revenue from
Mutual Fund sales increased by 50% (from $9.5 million in
2004, to $14.2 million in 2005). Scotia Investments achieved
profit after tax of $206 million - a reduction of $38 million or
16% below 2004.

SJIM FINANCIAL HIGHLIGHTS

BOJ Securities purchased under resale agreements
Investments

Shareholders' Equity

Total Assets

Net Profit After Tax

Return on Average Equity (%)

Scotia Investments' securities trading activities in 2005,
delivered a 28.94% increase in non-interest revenue. The
Pension and Asset Management Unit experienced growth in
revenue of 7.87% over 2004, while simultaneously increasing
assets under management, moving from J$17.6 billion to
J$19.6 billion, an 11.36% increase. The Trust & Registrar Unit
continued to grow through the addition of new escrow
accounts with the main focus being geared towards corporate
accounts.

The Scotia Investments team is adequately armed and
motivated to become a major player in the investment market
place. The focus for 2006 will be on building brand awareness
and brand equity for our company. Additionally, the
company's initiatives include the restructuring of its
operational efficiencies to improve productivity and service to
internal and external customers. This focus will serve to
effectively offer full support to field sales officers. In our
efforts to make our customers financially better off,
Scotia Investments will generate research and analyses for
development of products and services in 2006.

$ Millions $ Millions
2005 2004
17,288 18,784

815 728

1,310 1,107
18,892 20,741

206 244

16.84 23.02
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$70.6 million
79%
$21,554
1,365

June 2005
78%

97%

5.91%

Loans disbursed
Loans to Women
Average loan size
* Active Clients
" B New rural branch
’* ¢ Retention rate
Repayment rate
Portfolio at risk

%

W i |

With the opening of its first office oulsidle of Kingston, the Micro Entelprise Financing Limited (MEFL) is now providing financing for agricultural projects.
Here, Executive Director of MEFL, Debra Williams (center) visits with two sorre/ farmers Goston Murray (left) anad Alburm Bromifield in Brinkley District, Nain,
St Elizabeth. The men are among the first set of ranmers to receive a loan through the Santa Cruz office.

Micro ENTERPRISE FINANCING LimiTED (MEFL)

Micro Enterprise Financing Limited continues to fulfil its
mandate to assist individuals to achieve their dream of
entrepreneurship. These individuals have defied the odds and
are recording success in their small business ventures.

The number of active clients have grown from 939 in
September 2004 to 1,365 in September 2005, a 45.3% growth
in the portfolio. The growth in clientele resulted from the
deepening of lending in existing inner city communities, as
well as the opening of services in new rural and urban
communities.

In June 2005, the year the company opened its first rural
branch office in the parish of St. Elizabeth. This will assist in
diversification of the loan portfolio, by mixing more agri-
business loans with retail and wholesale trade activities.

During the first four months of operation, disbursement of
$2,800,000 in loan funds was made to 88 clients.

MEFL clients have in excess of $7,780,000 in combined
savings at Scotiabank, allowing them a sense of security and
wealth creation. Funds can be used in the case of illness,
family emergencies, natural disasters, or to assist with loan
repayment in slow business periods.

Five major factors explain the success of MEFL to date: the
work of the Board of Directors, the strong leadership and
dedication of the management team; the ongoing training
given to all members of staff; growth in small entrepreneurs;
and importantly, the commitment of all employees,
stakeholders and sponsors to the mission, goals and vision of
Micro Enterprise Financing Limited.
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OUR CORPORATE RESPONSIBILITY

Over the past year, Scotiabank continued to make tangible
contributions to the communities in which we do business,
through both the Scotiabank Jamaica Foundation, and other
community activities. We placed an emphasis on building
relationships and encouraged the involvement of our staff
members in community activities, through the Scotiabank
Volunteer Programme, as a means of further demonstrating
our corporate responsibility.

THE BANK

In 2005, Scotiabank, donated more than $40 million to
numerous outreach activities and civic groups, giving priority
to the educational and health needs of our children.

Scotiabank Volunteers

Scotiabank Volunteers participated in two annual major
projects, Teachers' Day and National Labour Day. On Teachers'
Day 250 staff members volunteered to teach in 200 schools,
kindergarten to tertiary levels island wide. Efforts focussed on
preparing our children for natural disasters; hence the subject
for the day was Earthquakes and Hurricanes. We teamed-up
with the Office of Disaster Preparedness and Emergency
Management, (ODPEM), and provided posters and other
materials to schools. The ODPEM, provided our staff with tips
on hurricane and earthquake disaster preparedness and
assisted us in conducting an earthquake drill for all the
students and teachers at the Holy Family Infant and Primary
School.

The Teacher's Day focus was planned to dovetail into the
National Labour Day theme: 'Prepare for Disaster, Recover
Faster'. On Labour Day, 177 Scotiabank Volunteers worked at
nine schools across the country. Several of these schools were
damaged during Hurricane Ivan and were repaired by
Scotiabank, at a cost of $20 million.

Scotiabank Chorale members are volunteers and have
donated their time and talent on such occasions as
Christmas Tree Lighting Ceremony at the Sir William Grant
Park, children's treat at the Bustamante Children's Hospital
and the launch of the Annual Salvation Army Christmas
Kettle Appeal.

While building relationships Scotiabank Volunteers will
identify projects in their communities. To that end, they will
help to organize fund-raising events, provide manpower
support, sit on boards and committees.

We hosted our ‘Take Our Kids To Work Day" in July and 122
children of Scotiabank employees had the opportunity to
familiarize themselves with the duties of their parents. The
Kiddy Cricket programme now boasts 220 schools throughout
the island. Our employees continue to volunteer as coaches,
ensuring that the rudiments of the game are observed in play.

Public Education

During 2005, Scotiabank conducted various seminars and
presentations with the objective of providing business
leaders and our customers with information on effective
management and leadership. In April 2005, our Vice
President, International Research, Pablo Bréard, presented
our Annual Economic Seminar on trends in the global
economy and the potential impact of these trends on Jamaica.

In June, our annual lecture series featured Harvard University
Professor, Rosabeth Moss Kanter. She is listed among the '50
most influential business thinkers in the world,' the *100 most
important women in America' and the '50 most powerful
women in the world.! Professor Moss Kanter's presentation
was entitled Delivering Confidence: Winning Streaks, Losing
Streaks and the Role of Leadership.

International Recognition

Scotiabank Jamaica was awarded Bank of the Year in Jamaica
for 2005, for the third consecutive year, demonstrating our
continued excellence in banking. This prestigious award is
given by the Banker Magazine, a publication of the Financial
Times of London.

We were also awarded Bank of the Year for 2005 by Latin
Finance, a leading magazine of finance and investments in
Latin America, which stated, “"We selected Scotiabank for its
strong overall financial performance, breadth and quality of
service to customers”.

2005 Scotiabank Annual Report

27



Scotlahank Jamaica Found
Haemodialysis Centre

alkon

In October; the Scotiabank Jamalca Founadation donated an addlitional 2 dialysis units and other equjpment to the Scotiabank Jamalca Fourndation
Haemodialysis Center at the Comwall Regional Hospital. After the presentation, President & CEO of Scotiabank, Mr. William Clarke (second /eft) talks about the
Center with (I-r) Consultant, Dr. Curtis Yeates, Marie Powell - Executive Director, Scotiabank Jamaica Foundation and Mr. Everton Anderson, Chief Executive

Officer of the hospital.

SCOTIABANK JAMAICA FOUNDATION

Over its nine years of operation, Scotiabank Jamaica
Foundation has provided hope, inspiration and opportunity
for many individuals, institutions and community groups. The
Foundation's role in supporting education, health and
community projects has resulted in contributions totalling
$347 million, since its inception in 1996.

Education

During the year, the Foundation contributed $21.1 million to
the Education Sector. One new project was undertaken for the
construction and equipping of a computer laboratory at the

Iris Gelley Primary School. The Foundation committed $5.5
million toward this project, of which $3.5 million has already
been disbursed to start the construction of the laboratory.

Our major activity in the area of education continued to be
the awarding of scholarships and bursaries, totaling $14.5
million, to students attending universities, community
colleges and high schools, islandwide. The number of
scholarships awarded for the Grade Six Achievement Test, was
increased to 18 from 15. There are now 87 GSAT scholars in
the programme. A grant was awarded during the year to a
hearing impaired student, to attend a tertiary institution.
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Report to Shareholders

We launched the Scotiabank Jamaica Foundation Scholars'
Club (SJFSC) in February and an executive committee was
elected to manage the ongoing activities of the Club. The
objectives of the SIFSC are to create an environment in which
our scholars can develop social awareness, as well as establish
a lasting relationship with each other. There are 40 scholars
enrolled in the programme.

Health

The Health Sector remained a major beneficiary of the
Foundation's donations with this year's contributions
amounting to $31.2 million. We continued to focus on
Haemodialysis Care, Breast Cancer Screening and Accident
and Emergency Services.

The Scotiabank Jamaica Foundation Haemodialysis Centre at
the Cornwall Regional Hospital received two new dialysis
machines and equipment, valued at $5.2 million. We provided
for the annual upkeep and maintenance of the Centre for the
ninth year and serviced the Renal Unit machines at the
Kingston Public Hospital, at a total cost of $9.1 million.

International Centre for Environmental and Nuclear Sciences
(ICENS)

This year, Scotiabank disbursed the first tranche of its $25
million commitment, payable over five years, to The University
of the West Indies to support a professional research fellow at
the International Centre for Environmental and Nuclear
Sciences (ICENS), on the Mona Campus.

The donation reinforces Scotiabank's commitment to the
improvement of health care in Jamaica. The grant will be used
to strengthen ICENS' capability to examine essential and
potentially harmful substances in the Jamaican diet. Possible
links between the high levels of heavy metals in Jamaican soils
and the high incidence in Jamaica of diabetes, renal disease
and prostate cancer will also be investigated. The grant will
be used to provide training and education to researchers.

Community Projects

We cared for the 41 elderly residents of Cluster F at the Golden
Age Home for the 10th year, through the provision of daily
meals. The Foundation also partnered with the Rotary Club of
St. Andrew, contributing $1.5 million toward the club's Special
Centenary Project, which is the construction of a home for
street boys. During the year, contributions to community
projects totalled $4.5 million.

ur continued success is the result of the support of our customers, the confidence of our shareholders
and the solid contribution of our over 1800 dedicated Scotiabankers.

By focussing on our core strengths in customer satisfaction, people, diversification, expense and risk
management, we have continued to achieve outstanding returns and dividend growth for our shareholders.

We are committed to being a leader in corporate social responsibility, responding to the needs of the
communities in which we live and work, and alleviating poverty primarily in the areas of health and

education.

F - I,"f—' ‘f;_ﬂ—: i
ROBERT H. PHFIELD
Chairman

b P

WILLIAM E. CLARKE
President & CEO
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Risk Management

OVERVIEW

The Scotiabank risk management framework has been
developed to address the diversity of the Bank's business
activities.  This framework is supported by a robust risk
management culture and a strong commitment to active
management of risks by both executive and business line
management.  Scotiabank's primary risk management
objectives are to protect and ensure the safety and stability of
customers' funds that are placed in our fiduciary care, and to
create and protect shareholder value. Through our various
business activities we are exposed to four major types of risks -
credit risk, market risk, liquidity risk and operational risk.

The risk management framework is driven by the principles that
are set out below; these principles are applied to all businesses
and risk types.

* Board oversight - Risk strategies, policies and limits are
subject to Board review and approval

e Diversification - Policies and limits are designed with a view
to ensuring that risks are well diversified

 Assessment - processes are designed to ensure that risks are
properly assessed at the transaction, customer and portfolio
levels

e Review and Reporting - Risk profiles of individual customers
and portfolios are subjected to ongoing review and
reporting to executive management and the Board.

e Accountability - Business units are accountable for all risks
and the related returns

e Audit Review - Individual risks and portfolios are subject to
comprehensive internal audit review, with independent
reporting to the Audit Committee of the Board on the
effectiveness of the risk management policies and the
adherence to internal controls.

The various processes within the Bank's risk management
framework are designed to ensure that risks in the various
business activities are properly identified, measured, assessed
and controlled. Risk management strategies, policies and limits
are then designed to ensure that the Bank's risk taking is
consistent with its business objectives and risk tolerance. Risks
are managed within the limits established by the Board of
Directors.

Scotiabank's Asset Liability Management (ALM) Programme
focuses on measuring, managing and controlling the risks

arising in the Bank's lending, funding and investing activities.
Scotiabank's ALM process is designed to maintain a balance
between enhancing interest revenue and maintaining strong
liquidity within a framework of sound and prudent practices. The
Asset and Liability Committee (ALCO) is responsible for
supervising the ALM program. The Committee meets at least
once monthly to review risks, evaluate performance and provide
strategic direction.

CREDIT RISK

Credit risk is the risk of loss resulting from the failure of a
borrower or counterparty to honor its financial contractual
obligation. Credit risk arises both in the Bank's direct lending
operations and its funding and investment activities, where
counterparties have repayment or other obligations to the Bank.

Scotiabank's credit risk is managed through strategies policies
and limits that are approved by the Board of Directors. These
strategies include centralized credit processes, portfolio
diversification, enhanced credit analysis and strong Board
oversight. The Bank's credit risk limits to counterparties in the
financial and government sectors are also managed centrally to
optimize the use of credit availability and to avoid excessive risk
concentration.

Credit Processes

Scotiabank employs a highly centralized credit granting process
that ensures all major lending decisions are referred to a Senior
Credit Committee, or where appropriate, to a Loan Policy
Committee. Credit proposals on major corporate and
commercial accounts are submitted directly to the Credit
Department by client relationship officers in the business lines.
Credit specialists, who are independent of the business line,
analyse the proposal. A risk rating system is used to quantify
and evaluate the risk, and determine whether the Bank is being
adequately compensated, and the Board reviews and ratifies all
major credits.

Once a credit proposal has been authorized, a company's
financial condition is monitored by business line and Credit
Department personnel for signs of deterioration, which could
affect the borrower's ability to meet its obligations to the Bank.
In addition, a full review and risk analysis of each client
relationship is undertaken at least annually. Additional reviews
are carried out more frequently in the case of higher risk credits.

Decisions on small and medium-sized commercial credits are
made utilizing a centralized loan underwriting system, which
uses a computerized scoring model. This process is significantly
more efficient than the previous manual scoring system, thus
the turnaround time is significantly improved.

Retail loan portfolios continue to be reviewed on a monthly
basis for emerging trends in credit quality, in addition to
regularly subjected analytical reviews to confirm the validity of
the parameters used in the scoring models.
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Special attention is paid to the management of problem loans.
Intensive management and control is exercised over problem
loans, in order to maximize recoveries of doubtful debts.

MARKET RISK

Market risk refers to the risk of loss due to unfavorable changes in
interest rates, foreign exchange rates, market prices and volatilities
that result from the Bank's funding, investment and trading activities.

Market risk is an integral part of the Bank's lending and deposit
taking activities, as well as its funding, trading and investment
activities. Market risk exposures are managed through key policies,
standards and limits established by the Board of Directors, which
are formally reviewed and approved by the Board at least annually.

Within the policy and limit framework established by the Board,
ALCO provides senior management oversight of the Bank's market
risk exposure. The ALCO is primarily focused on asset liability
management, which includes lending, funding, trading and
investment activities. All market risk limits are reviewed at least
annually. The key sources of market risk are described below.

INTEREST RATE RISK

Interest rate risk arises when there is a mismatch between
positions, which are subject to interest rate adjustment within a
specified period. The Bank's lending, funding and investment
activities give rise to interest rate risk. For these activities, the
impact of changes in interest rates is reflected in net interest
income.

The ALCO evaluates interest rate risk exposure arising from the
Bank's funding and investment activities at least monthly. This
supervisory role is supported by risk management processes,
which include gap and sensitivity analysis. Under gap analysis,
interest rate sensitive assets and liabilities are assigned to
predefined time periods on the basis of expected re-pricing dates.
A liability gap occurs when more liabilities than assets are subject
to interest rate changes during a given time period. Conversely,
an asset sensitive position arises when more assets than
liabilities are subject to rate changes. Interest rate exposures in
individual currencies are controlled by gap limits. Sensitivity
analysis assesses the effect of changes in interest rates on current
earnings and on the economic value of assets and liabilities.
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FOREIGN EXCHANGE RISK

Foreign exchange risk arises from trading activities and foreign
currency operations. In its trading activities, the Bank buys and
sells currencies in the spot market for its customers. Foreign
exchange gains and losses from these activities are included in
other income. The Bank mitigates the effect of foreign currency
exposures by financing its net investments in its operations with
borrowings in the same currencies, as the functional currency
involved.

Foreign currency risk arising from the Bank's foreign currency
trading is subject to Board approved limits. The ALCO reviews and
manages these exposures.

LIQUIDITY RISK

Liquidity refers to the ability to meet financial obligations and to
fund the growth of assets. Liquidity risk is the risk of not being
able to obtain funds at a reasonable price within a time period to
meet obligations as they come due. Liquidity management
includes estimating and satisfying the liquidity requirements of
the Bank in the most cost effective way.

The Board of Directors approves the Bank's liquidity and funding
management policies and establishes limits to control the risk.
The Bank assesses the adequacy of its liquidity position by
analyzing its current liquidity position, present and anticipated
furlldéng requirements, and alternative sources of funds.  This process
includes:

* Projecting cash flows for each major currency;

* Monitoring balance sheet liquidity ratios against internal and
regulatory requirements;

* Monitoring of depositor concentration both in terms of the
overall funding mix and to avoid undue reliance on large
individual depositors; and

* Maintenance of liquidity and funding
contingency plans

The Bank maintains large holdings of liquid assets to support its
operations. These liquid assets can be sold or pledged to meet
the Bank's obligations. As at October 31, 2005, liquid assets
stood at $75 billion, which represents 41% of total assets.

Core Deposits
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Risk Management

The objectives of the liquidity management processes are to
ensure that the Bank honors all of its financial commitments as
they fall due. To fulfill this objective, the Bank measures and
forecasts its cash commitments, maintains diversified sources of
funding, sets prudent limits, and ensures immediate access to
liquid assets. Our strong performance and solid reputation also
ensures timely access to borrowing on favorable rates and terms.
The ALCO evaluates the Bank's liquidity profile on a monthly
basis or more frequently as required.

FUNDING

Scotiabank relies on a broad range of funding sources and applies
prudent limits to avoid undue concentration. The principal
sources of funding are capital, core deposits from retail and
commercial customers, and wholesale deposits raised in the
interbank and commercial markets. Scotiabank's extensive
branch network provides a strong foundation for diversifying its
funding and raising the level of core deposits. Considerable
importance is attached to this core deposit base, which, over the
years, has been stable and predictable. In 2005, core savings
deposits continued to grow, reaching $61 billion as at October 31,
2005, representing 59% of total funding.

OPERATIONAL RISK

Operational risk is the risk of loss resulting from inadequate or
failed internal processes, human behavior and systems, or from
external events. Operational risk is inherent in each of the Bank's
business and key support activities, and can manifest itself in
various ways. These include breakdowns, errors, business
interruptions and inappropriate behavior of employees, and can
potentially result in financial losses and other damage to the
Bank. Operational losses can be categorized into the following
loss types:

® Errors or breakdown in transaction processing

* Legal liability arising from failure to meet legislative or
contractual requirements

Allocation of Revenue 2005
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e Loss due to fraud, theft and unauthorized activities

e Loss or damage to assets due to natural disasters, acts of
terrorism or other accidents.

Operational risks are managed and controlled within the
individual business lines and a wide variety of checks and
balances to address operational risks have been developed as an
important part of our risk management culture. They include the
establishment of risk management policies, a rigorous planning
process, regular organizational review, thorough enforcement of
the Bank's Guidelines for Business Conduct, and clearly defined
and documented approval authorities.

Regular audits conducted by an experienced independent internal
audit department includes comprehensive reviews of the design
and operation of internal control systems in all business and
support groups, new products and systems and the reliability and
integrity of Data Processing operations.

As part of our strong control culture, units are also subject to a
standard, documented compliance program. The elements of
which are, regulatory awareness, regulatory risk assessment,
compliance monitoring, non-compliance and problem resolution
and compliance reporting. Compliance matrices, which outline
the various legislative and regulatory requirements for each unit,
have been developed. The Bank's Compliance Officer manages
the compliance program.

The Bank maintains and tests contingency facilities to support

operations in the event of disasters, to ensure efficient
operational recovery in the shortest possible timeframe.

Source of Revenue 2005
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Economic Review

Overview

Jamaica's economic performance over the last fiscal year
(November 04 - September 05) got off to a promising start in the
first half of the year but has since dampened as a result of several
internal and external shocks that have continued to buffet the
country. At the start of the year, the country was expected to
recover from the disruption in production and the inflationary
effects of Hurricane Ivan last September. This confidence was
reflected in the country's 2005 budget forecast where the economy
was expected to grow by some 3.6% in real terms, driven largely
by increased activity in sectors such as construction, mining &
quarrying and tourism, as well as the recovery of agricultural
exports to pre-lvan levels.

However, an unusually active hurricane season, sustained high oil
prices in the US (against which we benchmark our rates) and GCT
reforms in May have contributed to spiralling inflation (At the end
of October, inflation was 15.9% in the 12 months since November
2004 and 10.88% in the 7 months of the country's fiscal year).
There was a 1.8% decline in the Jamaican dollar against its US
counterpart over a four-week period in October 2005. Given the
fact that the 12-month period (Sept 04 - Sept 05) prior to October
saw a slow decline in the dollar's value of 1.6%, this has not
served to bolster confidence in the near-term prospects for the
economy.

In response, central bank operations, with the government being a
net seller of foreign exchange bolstered by buoyant net
international reserves of US$2.12 billion (September), have helped
to stabilize the currency and mop up excess liquidity, thus reigning
in some inflationary pressure.
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While the government continues to surpass its expenditure targets
through aggressive capital expenditure cuts, tax revenues for the
April - September period were $7.3 hillion less than projected,
with collections for local GCT and GCT on imports accounting for
approximately 67% of the shortfall. The net effect on the fiscal
accounts at the end of August is a fiscal deficit of $18 billion, which
is $3.7 billion more than projected.

Finally, while the unemployment rate as at July 2005 stood at
11.2% there was a net inward private transfer of funds for the
January - August period that offset some of the undue strain
caused by unemployment. Remittances account for 85% of this
inflow is from remittances, which have shown strong growth year-
over-year for the period. It is noteworthy that commercial banks
handle only 28% of the inward remittances while handling
approximately 91% of the remittance outflow traffic.

The Financial Sector

At the end of August 2005, total assets of commercial banks stood
at $347 billion, representing an increase of 6.2% over the previous
year. Deposits at commercial banks stood at $235 billion at the
end of August, representing an increase of 8.2% over the previous
year.

The Central Bank, on two occasions lowered its Special Deposit
Requirement for Commercial Banks and FIA institutions. This
development, coupled with the lowering of rates on government
instruments led to slower but steady decline in average savings
and lending rates over the period. While the country has begun to
experience real negative savings interest rates due to inflation, the
low interest rate environment has fuelled growth in loans and
advances from commercial banks over the 12-month period of
12.29%.

Deposits lodged with building societies grew by 11.64% over the
previous year to $61 billion at the end of August 2005. Loans and
advances made at building societies at the end of August 2005
stood at $34 billion, representing an increase of 27.2% over the
previous year.

Merchant banks and other finance houses posted deposit gains of
12.1% over the previous year to balances of $11 billion at the end
of August 2005.
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Economic Review

The Jamaica Stock Exchange Index as of the end of September,
increased by 3.52% over the previous year, but this is not reflective
of the mixed performance of the index. The first 5 months saw the
index increase by 18%, reflecting the liquidity within the economy
and a measure of confidence and expectations for profitability
within the private sector. The ensuing months however have seen
an average 13% decline in the index, reflecting changing investor
confidence due to lower than projected corporate earnings and
higher inflation.

Outlook

GDP growth is expected to continue to be fuelled by the mining,
construction and tourism sectors and while significant FDI inflows
demonstrate this optimism, the impact of the active hurricane
season will limit the early growth expected from these sectors.

The outlook for the agricultural sector for the remainder of the
fiscal year is less than positive given the weather phenomenon
over the latter half of the year. Further, the likely dislocation
expected from the downgrading of the preferential pricing on
sugar exported to EU countries, coupled with the continued
inefficient sugar production practices in many of the sugar estates,
will be significant.

Crime and violence continues to have an adverse impact on the
growth potential for the economy and the level of FDI that is
attracted, despite recent successes in this regard. The direct and
indirect impact of crime on the economy remains to be measured
but, as the business confidence indices show, what is clear is that
it is significant.

Finally, the government's major challenge over the next fiscal year
continues to be to manage the fiscal deficit and contain the debt
burden, while encouraging local and foreign investment through a
stable exchange rate, a sustained low interest rate environment
and moderate inflation. Jamaica will have a harder time meeting
its medium term targets as budgeted revenues fall short and
expenditures increase in the wake of the natural disasters and
rising inflation.
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Shareholdings

Shareholdings of Directors and Connected Persons Shareholdings of Senior Management Officers
in The Bank of Nova Scotia Jamaica Limited of The Bank of Nova Scotia Jamaica Limited as
as at October 31, 2005* at October 31, 2005
Units Units
Robert Pitfield 9,270 William E. Clarke, CD 92,980
William E. Clarke, CD 92,980 Egerton Anderson 95,288
Anthony Chang 3,274 - Joan Anderson 19,598
Professor Celia D. C. Christie 20,000 Ronald Bourdeau NIL
Dr. Jean A. Dixon 72,530 Bevan Callam 1,045,810
Muna M. Issa 19,986 Roger Cogle 98,512
Charles Johnston 2.328 Sharon Colquhoun NIL
- Marine Management Services 64,472 Wayne Hewitt 2,000
Warren McDonald 10,000 Michael Jones 219,562
Joseph M. Matalon NIL Bridget Lewis 113,800
Hon. Mayer M. Matalon, OJ 100,000 Suzette McLeod 160,000
William A. McConnell, CD 10,000 David Noél 120,745
Dr. Herbert J. Thompson 29,640 Yvonne Pandohie 95,640
Professor Stephen Vasciannie NIL Rosemarie Pilliner 294,538
Richard E. Waugh NIL H. Wayne Powell 1,198,338
Stacie-Ann Wright 43,501 - Yanissa Investments 144,448
*Inclusive of shares in Jamaica Central Securities Depository Marie Powell 58'51 2
Shirley Ramsaran NIL
- Reginald Ramsaran 40,229
. Janice V. Robinson 38,512
Shareholders Holding the Ten Largest Blocks of Shares e 98,000
in The Bank of Nova Scotia Jamaica Limited Clyde Singh 240,616
as at October 31, 2005 Michael Thompson 50,000
Units Audrey Tugwell Henry 12,446
1. The Bank of Nova Scotia, Toronto, Canada 2,049,062,400 Rosgl=marie \{o.ordouw NIL
2. Scotia Jamaica Investment Management Limited Paatt W|IIl|aTms 152
- AIC3119 76,977,650 Donald O. Williams 155,872
3. Life of Jamaica Pooled Equity Fund No. 1 57,155,855 - Eileen H. Williams 151,702
. : . Gladstone Whitelocke 84,000
4. Scotia Jamaica Investment Management Limited . i
- AIC 560 39,487 461 - Elaine Whitelocke NIL
5. Guardian Life Limited 32,903,235 - Justin Whitelocke 1,200
6. National Insurance Fund 26,041,444 i Re.nee White.locke 122
7. Capital & Credit Merchant Bank Limited 25,162,654 Stacie-Ann Wright 43,501
8. Investment Nominees Limited
- A/C Lascelles Henriques S/A Fund 15,153,996 Finclusive of shares in Jamaica Central Securities Depository
9. Manchester Pension Trust Fund 13,017,444
10. West Indies Trust Co. Ltd. A/C WT89 12,983,520
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PRICEAVATERHOUSE(COPERS

PricewaterhouseCoopers
Scotiabank Centre

Duke Street

Box 372

Kingston Jamaica
Telephone (876) 922 6230
Facsimile (876) 922 7581

24 November 2005

To the Members of
The Bank of Nova Scotia Jamaica Limited
Kingston

Auditors' Report

We have audited the financial statements set out on pages 37 to 107, and have received all the
information and explanations which we considered necessary. These financial statements are
the responsibility of the Bank's management. Our responsibility is to express an opinion on
these financial statements based on our audit.

We conducted our audit in accordance with International Standards on Auditing. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatements. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, proper accounting records have been kept and the financial statements, which
are in agreement therewith, give a true and fair view of the state of affairs of the Group and
the Bank as at 31 October 2005 and of the results of operations, changes in stockholders'
equity and cash flows of the Group and the Bank for the year then ended in accordance with
International Financial Reporting Standards and comply with the provisions of the Jamaican
Companies Act applicable to banking companies.

%ﬁw@h‘o«aﬁw—pﬁs
Chartered Accountants
Kingston, Jamaica

E.L. McDonald M.G. Rochester P.W. Pearson E.A. Crawford D.V. Brown J.W. Lee C.D.W. Maxwell
P.E. Williams G.L. Lewars L.A. McKnight L.E. Augier A.K. Jain B.L. Scott B.J. Denning
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Statement of Consolidated Revenue and Expenses

(expressed in thousands of Jamaican dollars unless otherwise stated)

Year ended 31 October 2005

Restated
Maote 2005 2004

Net Interest Income and Other Revenue
Interest from loans and deposits with banks 12418 622 13,4538 520
Income from securties 9125456 8278088
Total interest income & 21545078 22 17 608
Intzrest expense &  (7.481248) {8.506,990)
Met interest income 14,063 832 14 110618
Impairment losses on loans 23 {272 575) {45 878)
Met interest income after impaimnent losses on loans 13,791 257 14,064, 740
Met foreign exchange trading income 7 43,8914 586277
Fee and commission income ] 2,803 488 2105 495
Fee and commission expense i) {475,033 {378,8249)
Met fee and commission income 2,328 465 1,726 666
Insurance premium income 333 953 275 982
Other revenue 6,276 3272
17 253 880 16,658,917

Expenses

Salaries, pension contributions and other staff benefits 9 4,003,588 3772527
Property expenses, including depreciation 1,023,850 884,628
Change in palicyholders' resarves 10 2,002 742 2,242,093
Other operating expenses 1,797 879 1,438,020
8,924 068 3,437,284
Profit before Taxation 12 8,329,812 8172633
Taxation 13 (2444 226) {2.316,576)
NET PROFIT 14 5,885 585 5,856,057
EARNINGS PER STOCK UNIT {expressed in 5 per share) 15 $2.01 52.00
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Consolidated Balance Sheet

(expressed in thousands of Jamaican dollars unless otherwise stated)

31 October 2005

Restated
Mote 2005 2004
ASSETS
Cash Resources
Motes and coins of, depaosit with, and maney at call at,

Bank of Jamaica 16 25,443 337 23 636 648
Government and bank notes other than Jamaica 240 438 307 744
Arnounts due from other banks 17 18,235,430 15,394 487
Accounts with parent and fellow subsidiarias 18 489,135 1,111,943

44,403,334 40,450,422
Trading Securities 20 21,990 -
Government Securities Purchased under Resale Agreements 21 27 227 255 25,046 360
Loans, after Allowance for Impairment Losses 22 57648 163 53,454 402
Lease Receivahbles 24 433 5100
Investment Securities 25
Available-far-sale 89,703,139 8807 167
Held-to-rmaturity 30,007 225 26,280,081
38,710,354 35.087 255
Other Assets
Customers’ liabilities under acceptances, guarantees and

letters of credit 3,486,501 2458854
Taxation recoverable 522 694 1,016,105
Sundry assets 26 4,543 7435 5,188,532
Property, plant and equipment 27 2,017,153 2,038,541
Defened tax assets 28 109,334 a7.248
Retirermnent benefit asset 29 3,764,372 3,338,827

14,444,404 14,124,107

183,460 843 168,167,649
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31 October 2005

Consolidated Balance Sheet (continued)

(expressed in thousands of Jamaican dollars unless otherwise stated)

Restated
Note 2005 2004
LIABILITIES
Deposits
Deposits by the public 30 | 107,280,148 895,810,819
Amounts due to other banks and financial institutions 21 1,555,908 1,773,436
Amounts due to parent comparny 33 4 608 443 3,064 488
Amounts due to fellow subsidiaries 3 884 561
113,545 436 103 854 302
Cther Liabilities
Cheques and other instruments in transit 1,905, 202 2,884,129
Acceptances, guarantees and letters of cradit 3,486 501 2 458 854
Securities sold under repurchase agreements 16,705,889 18,546,420
Other liahilties 34 1,605,158 1,880,842
Taxation payable 905 542 364 284
Deferred tax liabilities 28 1,497 437 1,408 452
Retirement heneft abligations 29 326,062 254,634
26432 BO1 27 BO7 624
Policyholders’ Fund 10 19,954 613 16,100,706
STOCKHOLDERS' EQUITY
Share capital 3G 2927 232 1,453 5616
Reserve fund a7 3,158 480 1,694,864
Retained eamings reserve 38 4,492 902 6,670,134
Cumulative remeasurement result from
available-for-sale financial assets 30 154 364 232,783
Loan loss reserve 40 806 524 806 524
Other reservas 41 26,714 26,714
Unappropriated profits 11,918 737 B 710,382
23524 853 20803017
183,460,943 168,167,640
Approve sue oard of Directors on 24 November 2005 and signed on its behalf by:
Robert H. Pﬁe!d’ & Director Stacie-Ann S./Wrigh / Iﬂj\ Director
William E. Clarke Director David A. Noé&l \ Secretary
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Statement of Consolidated Changes in Stockholders’ Equity

(expressed in thousands of Jamaican dollars unless otherwise stated)

Year ended 31 October 2005

umlative
Remeasure-
ment

Result From
Reailable

Retained For-Sals Loan

Shars Reserye CArnings Financial Loss Gither Unappropriated
Mote Capital Fund Feserve Assets Reserve Reserves Profits Total
Balance at 31 Qutober 2003 as
previously stated 1463516 1.B5d 864 5920134 22847 EBOE.EB24 5714 T2 &7 17.886,37E
Effects of carly adepting rovised
FRS =+ - - - 5,179 : - - 5 175,
A restiated 1462516 1.B5d 864 5 920.134 17618 EBOE.EB24 5714 T ERT O O1THE1 06T
Unrealised gaing an
availabla-for-sak: investments. not
af tawes - - - 209.540 - - - 209 540
Met gaine not recognised in
Consolidated Statement of
Rewerue and Expenses - _ - 2089 B0 . _ _ 209 540
Mot profit - - - . - - 5855057 5.856057
Dividends paid R - - - - - BUTE0E (3117 502
Transfar be ratained aamings reserva - - 750000 . . - (750,000 -
Effects of early adopting revised
IFRS & - - - 5.525 - - 5,835
Balance at 31 Qotober 2004 1 463,516  1.884,864 &570.134 232.783  S0BEZd4 25714 9710382 20805017

Unrealised losses on
available-for-sake investnents.

net of Eras 38.419) . - - (38 415,

Met losses hot recognizsed in
Consolidated Gtatemrent of

Ravenus and Expenses - - - (35,419 . - - 35, 4149)
Met profit - - - - - - 5,385,558 5,865,536
Dividands paid . - - ; . - (2,527,231)  [2.927,231%
Bonus issue of ondinary shares 36 1.4B3 618 - 41 65 B8, - - - -
Transfer te reserse fund 37 - 1.4B3S1E {1,483 815 - - -
Trancfer to retained eamings reserve N - 750,000 . . - (754,000 -
Balance at 31 Outober 2005 2527252 5158450 4452902 194354 S0BS24 PG T14 11,018,757 23524553
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Statement of Consolidated Cash Flows

(expressed in thousands of Jamaican dollars unless otherwise stated)

Year ended 31 October 2005

Cash Flows from Operating Actlivities
Met profit from operations
Items not affecting cash
Interest income
Interest expanse
Income tax charge
Defamred tax expense
D preciation

Impairment losses on loans

Gain on sale of property, plant and equipment

Write offs of property, plant and equipment

Changeas in operating assets and abilities

Loans
Retirement benefits
Customer deposits

Folicyholders' reserves

Statutory reserves at Bank of Jarnaica

Interest received
Interest paid

Income tax paid

Net cash provided by operating activities

Cash Flows from Investing Activities

Investment securities

Sovemnment securities purchased under resale agreaments

Froceeds from tha sale of property, plant and equipment

Purchase of praperty, plant and equiprmsnt

Taxation recoverakle

Other assets, net

Securitias sold under repurchase agresments

Net cash used in investing activities

Cash Flows from Operating and Investing Activities
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Note 2005

2,885 285

6 (21,545078)

Restated
2004

2,806,007

(22 .717.608)

6  7.481.245 8,506,990
2,367 543 2,109,358
76,683 207,218

27 109,165 319,027
23 272575 45,878
(1,847) (245)

27 4075 3617
{5,150,052) (5,569,708)

(4 481 ,660) {5.430 65686}
(364,117) (331,571}
8,469,327 11,499,208

3,863 007 4626122
2331647 {1,508,535)
4,679,043 3,286,849
21,363,087 23,287,452
{7.880,991) (8,909,504}
{1,146,290) (2.614.324)
17,004 849 15,048,983
{4,429 082) {1.420.758)

(2 180,865) (7452 516)

8,340 1,527

27 (300,345) (366,885)
(185 584) (632.137)
814,388 330,507
{1,840,540) 3,253,433
(8,114,718) {6,287 208)
8,800,131 8,762,775




Statement of Consolidated Cash Flows (Continued)

(expressed in thousands of Jamaican dollars unless otherwise stated)

Year ended 31 October 2005

Restated
Note 2005 2004
Cash Flows from Operating and Investing Activities (Page 41) 8850131 8762775
Cash Flows from Financing Activities
Due to parent company and fellow subsidiaries 1.542 385 Rgg 212
Dividends paid {2 927 231 (3,117,502}
Other liakilities, net 134,081 {335,302)
Met cash used in financing activities {1,250 785 {2.,556,592)
Effect of exchange rate changes on cash and amounts due to banks and
ather financial institutions 562 673 {19,336)
Met increase in cash and amounts due to hanks and other financial
institutions 3202019 5,886,847
Cash and amounts due to banks and other financial institutions
at beginning of year 28,818 309 24,032 9682
CASH AND AMOUNTS DUE TO BANKS AND OTHER FINAMCIAL
INSTITUTIONS AT END OF YEAR 19 38121828 29,919,803
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Statement of Revenue and Expenses

(expressed in thousands of Jamaican dollars unless otherwise stated)

Year ended 31 October 2005

Mote

Net Interest InCome and Other Revenue

Interest from loans and deposits with banks

Ineome from securities

Teotal interest income 6

Interest expense &

Met interest income

Impairment [0s5e5 on 10ans 23

Met interest income after impaimnent |osses on loans

Fee and commissian incoms

Fee and commission expense

Met fee and commission income

Met foreign exchangs trading income 7

Other revenue
Expenses

Salaries, pension contributions and other staff benefts g

Property expenses, including depreciation

Other operating expenses
Profit before Taxation 12
Taxation 13
NET PROFIT 14
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Restated

2005 2004
11,859,045 11,415,879
2.774,181 3,740,932
14,534,126 15,156,811
(4,804,170} (5.328,770)
9,828,856 8,818,041
(272.426) (56,209)
9,557,530 9,761,832
2,637,548 1,927,172
(475 D33) (378.,820)
2.162,515 1,548,343
794,422 578.502
5,313 4397
12,521,285 11,893,074
3,631,696 3,381,887
904,557 051,300
1,595,182 1,329,747
8,221,435 5,663,024
£.299,850 6,230,050
{2,001 575) (1 356 450}
4,298,275 4,373,570




Balance Sheet

(expressed in thousands of Jamaican dollars unless otherwise stated)

31 October 2005

Note
ASSETS
Cash Resources
Motes and coins of, depasit with, and maney at call at,
Bank of Jamaica 16
Government and bank notes ather than Jamaica
Amounts due from other banks 17
Accounts with parent and fellow subsidiaries 18
Government Securities Purchased under Resale Agreements 21
Loans, after Allowance for Impairment Losses 22
Investment Securities 25
Available-for-sale
Held-to-maturity
Investment in Subsidiaries
Other Assets
Customers’ iabilities under acceptancas, guarantzes and
letters of credit
Taxation recoverable
Sundry assets 25
Property, plant and equipment 27
Deferred tax assets 25
Retirement benefit asset 29
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Restated

2005 2004
25,401 582 23,800 356
240 438 307,744
18,201 056 15,370,384
489,135 1,111,543
44,332 211 40,390,027
43,600 59,000
53,942 250 50,288,921
B.796117 5,445 805
17,086,745 16,912,845
23,842 852 22,358 250
258,238 258 238
3,127,348 2,118 875
16.862

2,700,058 3,133,578
1,950,830 1,867 982
108 657 35 668
5,784 372 3,338 827
11,651 277 10,661,681
134,225 438 124,026 127




Balance Sheet (Continued)

(expressed in thousands of Jamaican dollars unless otherwise stated)

31 October 2005

Restated
MNote 2005 2004
LIABILITIES
Deposits
Deposts by the public a0 | 103,129 897 95,141,204
Amounts due to cther banks and financial institutions K 1.577,800 1671537
Amounts due to subsidiaries iz 148,026 226 144
Amounts due to parent company a3 4 506 443 3,064 485
Amounts due to fellow subsidiaries 3,888 261
108,477 955 100,108,932
Other Liabilities
Cheques and other instruments in transit 1,556,866 2772536
Acceptances, guarantees and letters of credit 3,127,349 2118875
Securities sold under repurchase agreements - 1471653
Other liakilties 34 835 743 838,342
Taxation payable 391,293 193,078
Defamed tax liabilities 28 1,470,202 1,378,601
Retirement benefit obligations 20 326 052 264 534
8,508 216 9 037,820
STOCKHOLDERS' EQUITY
Share capital 36 2027 232 1463516
Reserve fund iy 2930616 1,467 000
Retained eamings reserve a3 4 092 152 & 269 384
Curnulative remeasurement result fram
available-for-sales financial assets G 142 272 162 424
Loan [oss reserve 40 765,202 765,292
Unappropriated profits 5,381,703 4,760,559
16,239 267 14 B79.375
134 225 438 124 026 127
Approve sue, oard of Directors on 24 November 2005 and signed on its behalf by:
AT [
Robert H. Pitfield Director Stacie-Ann S Wrigh ~ Director
William E. Clarke Director David A. Noal \tjf \ Becretary
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Statement of Changes in Stockholders’ Equity

(expressed in thousands of Jamaican dollars unless otherwise stated)

Year ended 31 October 2005
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Statement of Cash Flows

(expressed in thousands of Jamaican dollars unless otherwise stated)

Year ended 31 October 2005

Cash Flows from Operating Activities

Met profit from operations

[terns not affecting cashn
Interest income
Interest expense
Deferred tax expense
Incame tax charge
Depreciation
Impairment losses on loans
Gain on sale of property, plant and equipment
Wiite offs of property. plant and equipment

Changes in operating assets and liabilities
Loans
Retirerent bhenefits
Customer deposits

Statutory reserves at Bank of Jamaica

Intarast received
Interest paid
Incarme tax paid
Met cash provided by operating activities
Cash Flows from Invasting Activities
Investment securities
Gowvemment securties purchased under resale agreements
Furchase of property, plant and equiprment
Proceeds from the sale of property, plant and eguipment
Withholding tax recaverable
Hher assets, neat
Securities sold under repurchase agreements
MNet cash provided byf{used iny mvesting activities
Cash Flows from Operating and Investing Activities
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Note

8

27
23

27

27

Restated
2005 2004
4,298 275 4373570
{14,634 128) f15.166.8113)
4,304,170 5,333,770
76,857 167,284
1,824 718 1,658,198
207 617 207,637
272 425 58,209
(4,486) (365)
4.075 2617
{2 9680 475) (3,220,893
{3,875, 754) {5.018.165)
(364117 {331,571}
7.9938 495 11,013,728
2,337 045 {1,493 430%
3,035,192 948670
14,234,748 15,117,130
{4,797 648) {5.366. 457}
{1,228 503) (861,277}
11.243 789 9 A38 038
(2,462 664) 197,711
{20 600 (26,534}
(285,863) {356,050)
5,809 400
16,862 -
327,141 (DEG,759)
1,471,653) {1.529.092)
3,399 968, (2,800,334}
7.843.821 7037702




Statement of Cash Flows (Continued)

(expressed in thousands of Jamaican dollars unless otherwise stated)

Year ended 31 October 2005

Note

Cash Flows frorn Operating and Investing Activities (Page 47)
Cash Flows from Financing Activities

Due to parent company and fellow subsidiaries

Dividends paid

Qthar liakilities, net

Met cash used in financing activities

Effect of exchange rate changes on cash and amounts due to banks and
other financial institutions

Met increase in cash and amounts due to banks and other financial
institutions

Cash and amounts due to banks and other financial institutions
at beginning of year

CASH AND AMOUNTS DUE TO BANKS AND OTHER FINAKNCIAL
INSTITUTIONS 19

2005 Scotiabank Annual Report
48

Restated

2005 2004

7,843 821 7,037,702
1.464 267 444,914
(2,927 231) (3,117,502
(9,121) 110,300
{1,472,085) {2,562,288)
544145 (22,275)
6.515 881 4,453,139
28,572,071 24,118,932
35,487,952 28,572,071




Notes to the Financial Statements

(expressed in thousands of Jamaican dollars unless otherwise stated)

31 October 2005

1. ldentification, Regulation and Licence
The Bank of Mova Scotia Jamaica Limited (%the Bank") is incorporated and domiciled in Jamaica. It is a 70%
subsidiary of The Bank of MNova Scatia, which is incorparated and domiciled in Canada, The registered office of the
Bank is Iocated at the Scotiabank Centre, Cormer of Duke and Port. Roval Streets, Kingston.

The Bank is licensed and these financial statements have heen prepared in sccordance with the provisions of the
Banking Act, 1992,

The Bank is listed on the Jamaica Stock Exchange,

The Bank’'s subsidiaries, which tagether with the Bank are refemed to as “the Group™ are as follows:

Financial

Subsidiaries Principal Activities Holding Year End
Scotia Jamaica Investment Management Limited Imvestment and

Pension Fund

Management and

Trustes Services 100% 31 Cotober
The Scotia Jamaica Building Society Mortgage financing 100% 31 Qctober
Seotia Jamaica Life Insurance Company Limited Life Insurands 100% 31 Decamber
Seotia Jamaica General Insurance Brokers Limited Insurance Brokers 100% 31 October
Scotia Jamaica Financial Services Limited Mon-trading 100% 3 Cctober
Brghton Holdings Limited Mon-trading 100% 21 October

All of the Bank’s subsidiaries are incorporated and domiciled in Jamaica.,

During the year, cne of the Bank’s subsidiaries, Scofia Jamaica Seneral Insurance Brokers Limited ceased trading
and is in the pracess of sumrendering the insurancs brokers licencs ta the Regulator,

These financial statements have been approved for issug by the Board of Directors on 24 November 2005,
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Notes to the Financial Statements

(expressed in thousands of Jamaican dollars unless otherwise stated)

31 October 2005

2.  Summary of Significant Accounting Policies

The principal accounting policies applied in the preparation of these consclidated financial statements are set out
below, These policies have been consistently applied for all the yvears presented, unless otherwise stated.

(@)

Basis of preparation

Thesea financial statements have been prepared in accordance with Intematicnal Financial Reparting
Standards (IFRS) and  hawve been prepared under the historical cost convention, as modified for the
revaluation of available-for-sale financial assets and financial assets held for trading.

The preparation of financial stetements in conformily with IFRS eauires the us2 of certan citice!
accounting estirmates, [t dlse requires managemem o sxerciz2 s judasment in tha process of appying the
Groun's accounting podicies. The areas nvolving a higner degree of judgement oF complexity, of aress
where assunipiionz and astimaies are significan! o the firancial statements, are disclosed in Mote 3.

Early adoption of revised standards -

In 2005, the Group eady adopted the following IFRS, which are relevant to its operations. The 2004
accounts have been amended as required, in accordance with the relevant requirements. The sfizcts of
2arly adopting IFRE on eguiby previovsiy yeported for the (3ioup are detaitad in Mote B0

A3 1 {revised 2003) Presentation of Financial Statements

145 8 (revised 2003) Accounting Palicies, Changes in Accounting Estimates and Errars
IAS 10 {revised 2003) Events after the Balance Sheet Date

143 16 (revised 2003} Froperty, Flant and Equipmeant

143 17 {revisad 2003) Leases

IAS 24 {revised 2003) Related Party Disclosures

143 32 (revised 2003 Financial Instrumeants; Disclosure and Prasentation

IAS 36 {revised 2003) Impairment of Assets

A3 38 (revised 2003} Intangible Assets

IAS 39 {revised 2003 & 20043  Financial Instruments: Recognition and Measurement

The early adoption of IAS 1, 8, 10, 18, 17, 24, 32, 36, 38 and 29 (all revised 2003) and 1AS 38 (revised
2004} did not result in substantial changes to the Group's accounting policies. In summary:

fiy 143 1 (revised 2003) has affected disclosures.

fii 143 8, 10, 16, 17, 32, 38 and 39 (all revised 2003) and 1AS 39 (revised 2004) had no
material effect on the Group's policies.

(i 1AS 24 (revised 2003) has extended the identification of related parties and some other
related-pary disclosures.,

All changes in the accounting policies have heen made in accordance with the transition provisions in the
respective standards, All standards adopted by the Group require retrospective application other than 143 39
—the de-recognition of financial assets is applied prospedctively.

There was no impact on opening retained earmings as at 1 Movember 2004 from the adoption of any of the
abnwve-mentioned standards.
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Notes to the Financial Statements

(expressed in thousands of Jamaican dollars unless otherwise stated)

31 October 2005

2

Summary of Significant Accounting Policies (Continued)

(b} Basis of consolidation

ic)

id)

(e)

Subsidianies are all entities over which the Group has the power to govern the financial and aperating policies
generally accompanying a shareholding of more than one half of the voting shares rights.

The consclidated financial statements include the assets, liabilities and results of oparations of the Bank and
its subsidianes presentad as a single economic entity,  Intra-group transactions, balances and unrealised
gains and lasses are eliminated in preparing the consclidated financial statements.

Segment reporting
A business segment is 4 group of assets and operations engaged in providing products ar services that are
subyect to risks and retumns that are different from those of other business segmeants.,

Fareign currency translation

Assets and liabilities denominated in fareign currencies are translated into Jamaican dallars at the exchange
rates prevailing at the balance sheet date, being the mid-point between the Bank of Jamaica's (the Central
Bank} weighted average buying and selling rates at that date.

Transactions in foreign cumencies are translated at the rates of exchange ruling at the dates of those
transactions.

Interest and fees

{1 Income and expense
Interest income and expense are recognised in the statement of rewenue and expenses for all interest
bearing instruments an an acorual basis using the effective vield method based an the actual purchase
price. Interest iIncome inchudes coupons eamed on xed income investments and accnied discount or on
treasury bills and other discounted instruments.

Where collection of interest income 15 considered doubtful, or payment is outstanding for more than 80
days, the banking regulations stipulate that interest should be taken into account on the cash basis.
IFRS requires that when loans become doubtful of collection, they are written down to their recoverable
amounts and interest income is thereafter recognised based on the rate of interest that was used to
discount the future cash flows for the purpose of measurng the recoverable amount. Howewer, such
amounts as would have been determined under IFES are considered to be immateral.

{iiy Fee and commission income
Fee and commission income is recognised on an accrual basis when service has been provided. Loan
origination fees, for loans which are probable of being drawn down, are recognised in the statement of
revenue and expanses immediately, as they are not considered material far deferral.

Paortfolio and other management advisory and service fees are recognised based on the applicable
sarvice contracts. Asset rmanagement fees are appartioned aver the peried the service i provided. The
same principle is applied for financial planning and custody services that are continuoushy provided over
an extended period of time.
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Notes to the Financial Statements

(expressed in thousands of Jamaican dollars unless otherwise stated)

31 October 2005

2

Summary of Significant Accounting Policies [Continued)

(f)

(9)

ih)

in

1}

Premium income
Fremiums are recagnised as eamed when dus.

Claims
Death claims are recorded in the statement of operations net of reinsurance recoverabla.

Reinsurance ceded

The Group cades insurance pramiums and risk in the normal course of business in arder to imit the
potential for l0sses ansing from large exposures, Reinsurance does nat relievs the originating insurer of its
liability,

Taxation

Taxation an the profit or 1oss for the year comprises cumant and defemred tax Cument and deferred taxes are
recognised as income tax expense ar banefit in the statement of revenue and expenses except, where they
relate to items recarded in stockholders' equity, they are also charged or credited to stockholders® equity.

iy Cument taxation
Cument tax is the expected taxation payable on the taxable income for the year, using tax rates enacted
at the balance sheet date, and any adjustment to tax payahle and tax losses in respect of previous years.

{iiy Deferred income taxes
Defemred tax liabilities are recognised for temporary differences hetween the carrying amounts of
assets and liahilities and their amounts as measured for tax purposes, which will result in taxable
amounts in future periods. Deferred tax assets are recognised for temporary differences which will
result in deductible amaunts in future periods, but only to the extent it is probable that sufficient taxable
profits will be available against which these differences can be utilised.

Defemred tax assets and lighilities are measured at the tax rates that are expected to apply in the period
in which the asset will be realised orthe liability will be settled based on enacted rates.

Current and deferred tax assets and liabilities are offset when they arise from the same taxable entity,
relate to the same Tax Authority and when the legal right of offset exists.

Policyholders’ fund

The policyholders’ funds have been calculated using the Policy Premium Method (PPM) of valuation. Under
this method explicit allowance is made for all future benefits and expenses under the policies. The
premiums. benefits and expenses for each policy are projected and the resultant future cash flows are
discounted back to the valuation date to determing the reserves.

The process of calculating palicy reserves necessarily invohes the use of estimates concerning such factors
as mortality and morbidity rates, future investment viglds and future expense levels, Consequently, these
liabilities include reasonable provisions for adverse deviations from the estimates.

An actuanal valuation is prepared annually,  The actuarial surplus, net of taxation, is transferred from the
palicyholders’ fund to the statement of revenue and expenses.
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Notes to the Financial Statements

(expressed in thousands of Jamaican dollars unless otherwise stated)

31 October 2005

2. Summary of Significant Accounting Policies (Continued)

(k] Financial assets
Tha Group classifies ds financial assets into ihe foliowing raiegones: financial gesets neid M frading, loans
and receivabdes: held-tc-matinty; sand avdiiabe-for-sate fnancial asseis. danagement determines the
clagsification of itz investrents at infisl recognition.

oy FmEncisl assets at i valus through nrofi or oss
This categeony incades InanciEl 2ssets nedd for trading, A& fnancial asset is classified In this category if
acquirad principally fortie purpess of selling in the shot term or i 5o desgnatad by manzgament,

(il Lreans and raceivablas
Lizans and receivables are aen-dervative financiz! assats with fixes or determinabis payments that
Arg ot auated it an aclive market. They arize whaen the Grouo privddes meney, gQuocs of sorices
directly to 5 debtor wilh e intention of fiading the receivable.

(i) Held-to-maturity
Helg-te-maturity nvesiments sre nen-derivative inanciai a55eis with fxed or determinable pavmants
and fieed malurdies that tha Group's managemant has the positve nteotian and abilly 10 beid 0
miaturily, Wers the Group (o el othes than an insiguificant amoant of held-4o-matu ity assets, the
gritire catepory waulf b compromized and reclassified as avaiiakle-for-saie.

fv)  Availahis-for-saie
Auvgilabie-for-sale investmenis are those intended to be hald for an ndefinite peniod of lime, which may
be s0id in reEp0oNEE 0 Ne2ds for owidiy Or CRARGes In Interest rates extnange raies or aguiny prices.

Purchases and sales of financial assels heid o7 frading, hald-tg-metuity and avasiabie-for-sate

are racogrisad at tne seitlemant date — the daie on which an gsset §$ deiyened e or by the Grouo,
Laans are recognised when cash 5 advancad {0 the oormwesrs. Dicancial assets are infially
recognised st iar vaiue plus ransachon o3 tor al fnancial assets not carnied at farr value through
profit o loss, Financial asests ane denzcognised when the rdghts to recere ¢ash fiows from the
nnancial asssis have exnradg or whers the Sroup nas tapsisiyed subsiantiaily 5l risks and reveaide of
RHETEIE

Avaiiable-for-sale financiai assets and finencis! assets held for tracding are subseqguently wanied &t fair
value, Loans and receivatios investment is carmied ai amorbised cost using the effective  inierest
risthod. Gains 5nd iossay arlsing from changes in the Fair value of the financial ssseis st far vaiue
throuwgh profii orloss’ cateqory are inciuded in the income statement in the period in which they ardse.
(sains £nd ‘cssss Ziising om changes in the fair valoe of available-for-sale finarncial asseis ars
recoonised directly in equity, untii the finarnicial sssets are derecognized or impaired at which time the
cumulative gaing o losses previcusly recognised in equity should be recognised in profit or oss.
Heowever, iniesest caiculated using the effective interest mathod is recoginised in e siaismant of
revariue and expanses.

A financial asset s considered impaired if its carmying amount excesds its estimated recoverable
amount. The amount of the impairment loss for an asset carried at amortised cost is calculated as the
difference betwaen the asset’s carrying amount and the present value of expected future cash flows
discounted at the original effective interest rate. The recoverable amount of a financial asset carried at
fair wvalue 15 the present value of expected future cash flows discounted at the current market interest
rate for a simnilar financial asset.
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2. Summary of Significant Accounting Palicies (Continued)

(1}

Investment in subsidiaries
Investments by the Bank in subsidianes are stated st cost.

(m)} Repurchase and reverse repurchase agreements

in)

P}

Securties sold under agreements to repurchase (repurchase agreemeants) and securities purchased under
agreements to resall (reverse repurchase agreements; are treated as collateralised financing transactions,
The difference between the sale/purchase and repurchasefresale price is treated as interest and accrued
ower the life of the agreemeants using the effective yield method,

Leans and allowance for impaiment [osses
Loans are stated net of unearnad income and allowance for credit 1os5es,

Laans are recognised when cash is advanced to borrowers. They are initially recorded at cost, which is the
cash given to originate the loan including any transaction costs. and are subsequently measured at
amortised cost using the effective interest rate method.

An allowance for loan impaiment is established if there is objective evidence that the Group will not be
akle to collect all amounts due according to the ariginal contractual terms of lcans., The amount of the
provision is the difference between the carrying amount and the recoverable amount, being the present
value of expected cash flows, inchuding amounts recoverable from guarantees and collateral, discounted at
the original effective interest rate of loans.

A loan is classified as impaired when, in management's opinion, there has been a deterioration in credit
quality to the extent that there is no longer reascnable assurance of timely collection of the full amount of
principal and interest. As required by statutory regulations, if a payment on 4 loan is contractually 20 days
in amears, the 1oan will be classified as impairad, if not already classified as such. Any credit card loan that
has a payment that is contractually 90 days in amears is writtan-off.

When a loan is classified as impaired, recognition of interest in accordance with the terms of the ariginal
oan ceases, and interest is taken into account on the cash basis, Interest income on impaired loans has
not heen recognisad, as it is not considered material,

Statutory and other regulatory loan loss reserve requirements that exceed the amounts required under
IFRES are dealt with in a non-distrbutable loan loss reserve as an apprapriation of profits.

Acceptances and guarantees
The Bank’s potential liability under acceptances and guarantees is repoited as a liability in the balance sheet.
The Eank has equal and offsetting claims against its customers in the event of a call on these commitments,
wihich are reported as an asset.

Intangible assets

Costs associated with developing or maintaining computer software programs are recognised as an
expense as incurred. Costs that are directly associated with acquiring identifiable and unique software
pmdums which are ExpECtEd to generate economic benehts Exceeﬂing COsts hEy‘DI"Iﬂ one year, are
recopnised as intangible assets. Howewer, such costs have been expensed as they are considerad o ba
immaterial.
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2. Surmmary of Significant Accounting Pelicies {Continued)

(gq) Leases
iy Aslessee
Leases of property, plant and equipmnent whers the Group has substantially all the risks and rewards of
ownership are classified as finance leases. Finance leases are recognised at the inception of the lease
at the lower of the fair value of the leased asset ar the present value of minimum lease payments. Each
lease paymeant is allocated between the liability and interast charges so as to produce a constant rate of
charge on the lease abligatien. The interest element of the lease paymeants is charged ta the statement
of revenue and expenses aver the lzase period.

Leases whare a significant pation of the risks and rewards of ownership are retained by the lessar are
classified as operating leases. Payments under operating leases are charged to the statement of
revenue and expenses on a straight-line basis over the perod of the lease.

(i) A5 lessor
When assets are leased out under a finance lease, the present wvalue of the [ease payments is
recagnised as a receivable, The difference between the gross receivable and the present value af the
receivable is recognisaed as uneamed finance income, Leasea income is recognised over the term of the
lease in a manner which reflects a canstant periodic rate of retum on the net investment in the lease,

Assets leased out under operating leases are included in property, plant and eguipment in the balance
sheet. They are depreciated over their expected useful lives on a basis consistent with similar owned
assets. Rental income is recognised on a straight-line basis over the lease term.

("t Propeity, plant and equipment
Land is stated at historical cost, All other property, plant and equipment are stated at historical cost less
accumulated depreciation,

Subsequent costs are included in the asset's canyving amount ar are recognised as a separate asset, as
appropriate, only when it is probable that future econamic benefits assoeciated with the item will low to the
Group and the cost of the tem can be measured reliably, All ather repairs and renewals are charged to the
statement of revenue and expensas during the financial peried in which they are incurrad,

Depreciation and amaortisation are calculated on the straight-line method at rates estimated to write off the
assels over their expected useful lives as follows:

Buildings 40 years
Furniture, fixtures and equipmeant 10 years
Computer equipment 4 years
Motar vehicles 5 yedrs
Leasehold improvements Period of l=ase

Property, plant and equipment are reviewed periodically for impairmeant. Where the carying amount of an
asset is greater than its estimated recoverable amount, it is wiitten down immediately to its recoverable
amount.

Gains and losses on disposal of property, plant and equipment are determined by reference to their
carrying amount and are taken into account in determining operating profit.
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2. Summary of Significant Accounting Policies (Continued)

(s} Employee henefits

{

)

(iv)

FPension ohligations
The Group has establishad a defined benefit pension plan,

The asset or liability in respect of defined benefit plans is the difference between the present value of the
defined benefit chiigation at the balance sheet date and the fair velue of plan assets, adjusted for
unrecognised actuanal gainsflessas and past service cost. YWhere a pension asset arises, the amount
recagnised is limited to the net total of any cumulative unrecognised net actuarial losses and past service
cost and the present value of any economic benefits available in the fomm of refunds from the plan ar
reduction in future contributions to the plan. The pension costs are assassad using the Projected Unit
Credit Method, Under this method, the cost of providing pensions is charged to the statement of
operations so as to spread the regular cost over the service lives of the employees in accordance with the
advice of the actuares, who carry out a full valuation of the plan every year in accordance with |AS 19
The pension obligation is measured at the present walue of the estimated future cash outflows using
estimated discount rates based on market yields on Govemment securities which have terms to maturity
approximating the terms of the related liability.

A portion of actuarial gains and losses is recognised in the statement of revenue and expenses if the net
cumulative unrecognised actuarial gains or losses at the end of the previous reporting pericd exceeded
10 percent of the greater of the present value of the gross defined benefit obligation and the fair value of
plan assets at that date. Any excess actuarial gains or losses are recognised in the statement of revenue
and expenses over the average remaining service lives of the paiticipating employees.

Termination abligations

Termmination benefits are payable whenever an employee's employment is terminated before the
normal retirement date or whenever an employee accepts voluntary redundancy in exchange for these
benefits. The Group recognises termmination benefits when it is demonstrably committed to either
terminate the employment of current employees according to a detailed formal plan without the
possibility of withdrawal or to provide termination benefits as a result of an offer made to encourage
voluntary redundancy. Benefits falling due more than twelve {12} months after the balance sheet date
are discounted to present value.

Other post-retirement obligations

The Group also provides supplementary health, dental and life insurance benefits to gualifying
amployees upon retirernant. The entittement to these benefits is wsually based on the employee
remaining in service up to retirement age and the completion of a minimum service period. The
axpected costs of these benefits are actrued over the period of emplayrment, using an accounting
methadology similar to that for defined benefit pension plans. These obligations are valusd annually by
gualified independent actuaries.

Equity compensation banefits

The Bank has an Employee Share Ownership Plan (ESOP) for eligible employess. The Bank currently
pays all the administrative and other expenses of the Plan. The Bank provides a fixed benefit to each
participant, which is linked to the number of years of senace. This benefit 15 recorded in salaries and staff
benefits expansa in the statement of revanue and expenses.
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2. Summary of Significant Accounting Palicies (Continuead)

(t)

{u)

(v)

(w

(x)

(vl

(z}

Borrowings

Bomowings are recognised initially at far walue, being their issue proceeds (fair value of conskderation
received) nat of transaction ¢osts incumad.  Bonowings are subsequently stated at amartised cost. Any
difference between proceeds net of transaction costs and the redemption value, is recognised in the statemeant
of revenus and expenses immediately, as they are not considerad material for defemal.

Praovisions

Provisions are recognised when the Group has 4 present legal or constnuctive ohligation as a result of past
events, ifit is probakle that an outflow of resources embodying ecaonamic benefits will be reguired to settle the
okhigation, and & reliahle estimate of the amount of the abligation can he made.,

Employee entitlements to annual leave and long-service leave are recognised when they accrue to
employees. A provision is made for the estimated liability for annual leave and long-service leave as a result
of services rendered by employees up to the balance sheet date.

Dividends
Dividends are recorded in the financial statements in the period in which they have been approved by the
Board of Directors.

Financial instruments

Financial instruments carried on the balance sheet include cash resources. investments, securities purchased
under resale agreements, [oans and leases and other assets, deposits, other liabiliies and policyholders’
funds.

The fair wvalues of the Group's and the Bank's financial instruments are discussed in Note 43,

Fiduciary activities

The Group commonly acts as trustee and in other fiduciary capacities that result in the holding or placing of
assets on behalf of individuals, trusts, retirement benefit plans and other institutions. These assets and
income arising thereon are excluded from these financial statements, as they are not assets of the Group.

Cash and cash equivalents

For the purpose of the cash flow statermment, cash and cash equivalents comprise balances which mature
within 90 days from the date of acquisition including cash and balances at Bank of Jamaica {excluding
statutory cash reserves), amaunts dug from other banks, investment securities and armounts due to ather
hanks.

Comparative information
Where necessary, comparative figures have bean reclassified to confarm with changes in presentation in
the cument year.
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3. Critical Accounting Estimates, and Judgements in Applying Accounting Policies

The Group makes estimates and assumptions that affect the reported amounts of assets and liabilities within
the next financial yvear. Estimates and judgements are continually evaluated and are based an historical
experence and other factors, including expectations af future events that are believed (0 be reasonable under
the circumstances.

{i}

{ii)

iy

Impaimment losses on loans and advances

The Group reviews its loan portfolios to assess impairment at least on a quarterly basis. In detemining
whether an impairment loss should be recorded in the statement of revenue and expenses, the Group
makes judgements as to whether there is any observable data indicating that there is 8 measurable
decrease in the estimated future cash flows from a portfolic of loans before the decrease can be identified
with an individual loan in that portfolio. This evidence may include observable data indicating that there
has been an adverse change in the payment status of borrowers in a group, or national or local economic
conditions that correlate with defaults on assets in the group. Management uses estimates based on
historical loss experience for assets with credit risk characteristics and objective evidence of impairment
similar to those in the portfolio when scheduling its future cash flows. The methodology and assumptions
used for estimating both the amount and timing of future cash flows are reviewed reqularly to reduce any
diffarences betwean loss estimates and actual 1055 experience.  To the exent that the net present value
of estimated cash flows differs by +/~3 percant, the provision would be astimated 5525514 higher or
$475.485 lower.

Held-to-maturity inwvestmants

The Group fllows the guidanss of 1AS 38 in Jassiying non-deiaive lingncal assels warh fized or
determinadle payments and fixed maturiy as helo-to-maturily. This classification requires wdosment In
making thes juddement, the Graoad evalualas s ainlanhon and abinty 1o hald such investments b snaturity.
If the Grovip falls o keep thess investments o meturity other than fov the specific chicomsianoes - far
example, seiling sthier than an insignificanm amount close o matugity - it will be recisired io reclassify the
enlive ¢igss a7 avaighle-for-saig. The investrments would therefors be measuied at far walue, not
amortised cest. i the eniire class of heid-to-maturity investmenis is compromised, the {alr value woulo
increase by $433 520 with 2 curesponding entry in the fair value reserve in stockholilers eouiiy.

income taxes

catimatas are required 0 datermimng the provision for mcome 1axes, There are some transachinns and
salculstions for which the wilinmate e deisrmination & encefain duing the ordinary cowise of busingss.
The Group recognises hanities for possibls 1ax #sues based on astimates oF whether sdddisnal faxes
will be due. Where the finai tae Sulcome of these matkers i3 different from the amounts that were initially
recorded, such differences will impact the income tax and deferred 1x Grovisians in the neriod o winch
such determinaton is made.

Were the sctual [nai cutcome (on the judgement areas; o ifer by 19% fram management’s estimates,
ihe Groun would need to;

s nerease the income tax lishility oy $8.779 and the defemsd isx lishility oy 57,338, i
vnfaveurable; or

« gecressa iz incoms tax fiabiify by $8,778 and the deferrsd tax lishiity by 37332 1
favouTssle,
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3.

Critical Accounting Estimates, and Judgernents in Applying Accounting Policies {Continued)

()

Estimnaie of fuiure paymants and premiums ansing o ieng-tarm insurance contracts

The oeierninaticn of the lizhbilies unger long-term insurancs contracis s dependeni on estinates made
oy e Groun. Estimaies are made &5 (o the axpactad number of dedths for edch of the years in whick
ifie Group iz exposad 10 sk, The Sroup bases these esiimaias on sisndand industry and infernational
miariaiity tabies that raflect recent nistorical martally expensnee. adjusted whare apeoronnizste o reflect the
Grows's own experience, For sentracts that insure the risik of iongavity, spprobmats bul not axcessively
arudent alicwedance is made for axpectad martaliy imarovements, The estimsted number of deaths
detemines (hig valve of the henefit payments and the vaiug of the vaiustion premiums. The main souios
of uncertainty is thet epidamics such &5 AIDS, and wide-ranging lirestyls chahiges. such as in esiing,
smaking and exarcise habie, could rEswt in fulure modality being significanty worse then in the past for
the mge oicups inowhich the Creun kas significant exposure o monality nsk. However, continuing
improvements in madical care and scoial conditions cotild result in improvaiments in lengevity in excess of
ifiuse aliowed forin the estimates used to detenrine the liability for coniracis where the Sroup s exposed
to lengevity rsk.

Ware the numbars of deaths in future years o differ by 0% from managament's estimate. the Fability
willd increase by 523,536 or decregsa by $23.465

For contracts without fixed termns. it is assumed that the Groop wiil be able to increase motality dsk
chargss in feture years in line with ememing modality expenznos.

Eslimates are also made &s to future imvestment income anising from the assets backing long-term
insurance sontracts Thess estim@ies are based on cuirent market retums as well 55 expectations aboul
future soonomie and finanoal deveiooments. The average estimated rate: of invesimeast return s 13.5%.
Ware the averaps fotuye imestment retums to differ by 1% from management's estimates, tha instrance
lizhility would increase by 161,110 or decrease by H155, 985,

Far ing-lesin contracts with fixed and guaraniesd terms, estirnaies are made i two stages. Estimales of
futuie deaths, voluntary leminations, nvestment returns and administiation expenses are made at the
inception of the cortract and formthe assumpetions used {or caiculsting the iiabiltias during the Bfe of the
conwast, A margin of yisk and uneetainty (5 added to these assumptions.  These assvmstions are
locked in' for the duration of the contract. New estimates sre msds oach sunseacuent year in onier io
datermine whetner the previous lisbiitizs are adeaualte (2 the light of these estimates. If the ilabilitias are
considered adequets, the assumptions are not sltered. i they are not sdequate, the assumiptions are
atterad {‘uniocked’) to reflact tha best estimates assumptions. A kay festure of the adequacy lesting for
these coniracts is that the effects of changes in the assurnptions on the ineasurerment of the liabilties and
reigted assets are nol symmetdical.  Any significant Improvements o ceteritoraions in estimates  are
immediaiely recognissd to Make the iabditiss acsquats.
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3.

Critical Accounting Estimates, and Judgernents in Applying Accounting Policies {Continused)

Pangian and post-retirament henatits

The cost of these penefits snd the present value of the pensian end the ather post-retiremznt liabilities
aspend oha number of faciors hat are getemringd 00 &7 actuarizi hasiae dsing a numbed of assuimphions.
The assumpiien used in detemining the net pariodic cost {income) fF pension and post-retirement
neneds inciude the exnected long=lerm rate of refurn an the r2igvent clan assets. the discount raje and, in
the case of tne poast-amployment medical Benedis, the expeced rate oF nargase in msdicAi cosis, Any
changes in these gssumplions wili impact e net pefiaic cost (ngome) revoided o pension and post-
retirernent benefits and may atect pianned Unging of fhe pension piens, The expected retiimn on plan
assets assumpticn is determimed on oa enifem pRs's, consitening orng-term histoncal returns, asscl
allacation and futire estimates of leng-rermn invesiments retums, The Group determines the appropriats
gisccunt rate at the end of each year, which fspresensts the inferest rats thai should e Used o detemmning
tha present value of estimeted future cash oattows exsected {o be required to settie the pension and past-
yatiremenl benzfit obiigations. In detemining the eppropriste discount rate, the Group considered intersst
rate of high-quality coporate bands that are denomingted in the currency inwhich the bensfits wili b said,
and ihat hawve temms to matunty appmsinaling the terms of the related pensing Hability. The expecied rate
of incvease of miedical vosis Kas been deleimined by cemiparing the nistotical relationship of the actuz!
medical cost increases with the rste of infiztion in the respective econoimy. Past experignoe has shown
that the actual medical costs hove increased cn average by one time lhe rate of inflation. Other key
ausumptions for the pension and post retirgment beriefiis cosl and oredits are based in part on conent
market condiiizns.

Wiere thie acival expected retum on clan asssis to difer by 1% from manegament's estimotes, the
consolidated net incomea wouid be an estimated $145 030 higher or 145,051 lower. Vere the actual
discount rale vsed o differ by 1% femomsnagement’s 2etimaies, the consolidated net income would bs an
estimated F271 848 higher o $351 209 iower,

Responsibilities of the Appointed Actuary and External Auditors

The Board of Directors pursuant to the Insurance Act appoints the Actuary. His responsibility is to camy out an
annual valuation of the Group's policy liabilities in accordance with accepted actuarial practice and regulatory
requirements and report thereon to the policyholders and stockholders. In performing the waluation, the Actuary
makes assumptions as to the future rates of interest, asset defaults, mortality, morbidity, claims experence, policy
termination, inflation, reinsurance recoveries, expenses and other contingencies, taking into consideration the
circumstances of the Group and the insurance policies in force.

The stockheolders pursuant to the Companies Act appoint the external auditors. Ther respoensibility is to conduct an
independeant and abjective audit of the financial staternents in accordance with International Standards on Auditing
and report thereon to the stockholders. In carrying out their audit, the auditors also make use of the work of the
appointed Actuary and his report on the policy iabilities.
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5. Segmental Financial Infermation
The Group is organised inta five main business segments:

(8} Retail Banking - incomporating personal banking services, persanal customear current accounts, savings,
deposits, custody, credit and debit cards, consumer [oans and mongages;

(b Comporate and Commercial Banking - incarporating nen-personal direct debit facilities, current accounts,
depcsits, averdrafts, [cans and ather credit facilities and foreign currency transactions:;

(¢ Treasury - incorparating the Bank's liguidity and investment management function, management of
comespandent bank relationships, as well a5 foreign currency trading;

{d} Investment Management Sarvices — incorporating investments and pension fund management and the
administration of trust accounts;

(e} Insurance Services - incorporating the provision of life insurance and
{fy  Other operations of the Group comprise General Insurance Brokerage and property rental.
Transactions between the business segments are on normal commercial termns and conditions.

Segment assets and liabilities comprise operating assets and liabilities, being the majority of the balance sheet, but
exclude itemns such as taxation, retirement benefit assets and obligations and borrowings.

The Group's operations are lecated salely in Jamaica.
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5. Segmental Financial Information {Continued)

005
[ Banking 4
Comporate Investment
and Management Insurance
Retail  Commercial Treasury Services SErvices Other Eliminations Graup

Grass external reverues §,343.531 §.285.129 5313754 2,796,195 3,771,182 7457 - 25.007,701
Revenue:(expenses) fram othar

segments 256,016 329743 (3,155,740} 51.637 11,632 19,181 V17273,
Total gross revenues 9,264,947 6,594 272 2.663,044 2848135 T84 25628 V17273 25007 701
Total expenzes (7 ,021,0035) [4.E25,008) 1154,119) (2,532,221) [2. 466,811 (31,484 172.739 (16,877 289
Profit befora tax 2,243,542 1,369 864 2,508,525 285,314 1,316,003 (4. 3:38] - 3328312
Income tax expanzs 12,4442 26)
Met profit 5885586
Segment assets 249,37 0.4490 24 518,481 BT GE0. 200 18.841, 765 24,028,675 165 285 (B05 376, 176,337,244
Unallacated assets 4,123 685
Total assets 163,440,943
Segment liakilities 53,560, 7ES 3.5870.333 1,790,534 17.561,765 20,053.579 G4, 764 3958 036 156,524,734
Unallacated liahilities 3.211,266
Total liabilities 158,535 820
Cither sagnent iames:

Capital expenditure 191 538 TLETH 22,291 4,358 it - - 300,345

Impairrnant losses an loans 194,334 7E.EA0 - (1,7490 - - - 273,575

Deprecigtion 238 580 AT, 445 12774 3,571 4325 1,080 - 208,185
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5. Segmental Financial Information {Continued)

2004
| Banking |
Corporate Investiment
and Management Insurance
Retail  Commercial Treasury Services Services Crther Eliminations Graup

Grass external revenues 3,201,442 403,638 G218 865 4,331 827 3070483 3,526 - ZnN2T7E3
Revenue/{expenses] from other

segmants 4511.352 278,854 {4,038, 757 217,334 EA7 054 1817 {1,125 544
Todal 4SS Fevenues 10,112.804 5 684 800 1385072 4,449 161 3717547 BE 345 1. 126 6443 15312 TES
Total expenses GIAETT (4. 267 3681 1329 B0} 4,101,508 (2,554 B0} i79.264) 1126644 17,140,152
Profit hefore tax 3.166,927 241713 1,055,192 347,352 1152947 7,081 - 8172822
Incerne tax expenze 12,318 378
Met profit 5,865,057
Segment asgets 23744118 36,242,301 3,460,454 20,740 945 19,243,601 210718 (2,027,083 163,542 B35
Unallocated assets 4,524,713
Total assets 168,167 B4%
Segment liabilities B0,547.010 45,853.047 3,548,403 15,634,340 15,335,138 102 045 [1.B25.754 145.004,154
Unallacatad liahbilities 2,465 441
Total liahilities 147 562 532
Cther segment items:

Capital expenditure 21.081 108958 27345 21508 4014 1,944 - 3BE 855

Impaimaent lozses on loans BT, 283 {12,756 - {B,548) - - - 45878

Dapraciatian 24E.493 80,255 12,237 3ACE 575 1,421 - 18027

Capital expenditure comprises additions to property, plant and equipment {Note 27).
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6. HNet Interest Income

The Group The Bank
2005 2004 2005 2004
Interest income -
Deposits with banks and other financial
institutions 2,488,944 2,206,308 2517 841 2204174
Investment securities 5,209.959 6,346 355 2757 160 3,728,601
Reverse repurchase agreements 3,915,497 4. 417 870 17,020 15,361
Loans and adwvances 2,911,251 9,724,733 0,330 535 5,208 930
Other 18,427 22152 2419 2,895
21 545 078 22,717 808 14 634 126 15158 811
Interast expense -
Banks and custamers 5086362 F.333.862 4 B75 374 4822719
Repurchase agreements 25378 453 3,260,222 122 209 412 416
Chher 16,431 12,108 G587 3,635
7.481.248 §.606,990 4804 170 5238770

7. MNet Foreign Exchange Trading Income

Foreign exchange net trading income includes gains and losses arising from foreign currency trading activities,

&, MNet Fee and Commission Income

The Grougp The Bank

2005 2004 2005 2004

Fes and commission income -
Retail banking fees 1.023 536 583,014 1,023 308 881,763
Credit related feas 450 629 455 405 467 259 455 505
Commercial and depository feas 1,310,333 057,071 1,145,821 789,204
2,803 498 2,105 495 2 637 548 1827172
Fee and commission expenses {475,033 {378,829 (475033 (378,828
2,328,485 1,726,666 2162515 1,548,342
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9. SBalaries, Pension Contributions and Other Staff Benefits

The Group The Bank
20045 2004 2005 2003
Wages and salaries 3,186,949 2,594,931 2,580,024 2,654,060
Payroll taxes 286.154 264 322 261,555 217 745
Pension casts {Mote 29) {331,768} {278 668 (331.768) (278,668)
ather post retirement benefits (Mote 20 0,004 40,342 20,004 40,342
Other staff benefits 782249 T51.600 741,840 708410
4 003 588 3772527 3,631,608 3,381,887

The number of persons emploved at the vear end:

The Group The Bank
2005 2004 2005 2004
No. No. Mo. Mo.
Full - time 1.183 1,225 1,050 1,078
Fart - time a60 630 852 630
1.84% 1 5684 1,702 1,708

10. Change in Policyholders' Reserves
(@) Reserve for future benefits

The Group

2005 2004
Compasition by ling of business,

Qrdinary life 19,865 816 16,025,935
Creditor life 84,797 74,771

18,954 613 16,100,706

(1) Change in policyholders’ reserves

The Groug
2006 2004
Folicyhaldars” baneft payments 20,851 6,803
Interest expense 2,360,941 2,373,544
Transfer from actuarial reserves {288,050} (138,648)

2082742 22420898
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11.

12.

Expenses by Nature

Salanas, pension contributions and other staff
benefits (Note 9)

Froperty expenses, including depreciation

Changes in policyhalders’ reserves

Transportation and communication

Warketing and advertising

Managerment and consuttant fees

Deaposit insurance

Stationery

Cther operating expenses

Profit before Taxation

In arriving at the proft before taxation, the following hawe been charged/(credited):

Auditors' remuneration-
Depreciation
Directors” emolumeants -
Fees
ather

iGainsiosses on sale of propery, plant
and equipment.

Operating lease rentals

The Group The Bank
2005 2004 200% 2004
4,003 588 3TT252T 3631655 3,381,887
1,029,859 984 823 Do4 BST BA1,390
2,082 742 2,242 099 - -
548,553 450,196 518,647 435,428
316,548 245 201 288 352 200472
204 541 211,332 186,711 202349
145,637 121,597 130,872 115,088
182,075 193,805 175,066 187,188
400,425 255 499 206 534 180222
8,024,058 £.487.284 §,221,435% 5663024

The Group The Bank
2005 2004 2005 2004
12,430 11.400 7 600 6,767
306 165 318,027 207 517 307 837
13 657 13 292 7 586 6,764
45 221 49 839 34 684 39,352
{1.347) 245 i4,486) 365
36,873 34,501 35,469 32.675
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13. Taxation

{a) Taxation charge

Income tax is computed an the profit for the year as adjusted for tax pumposes. The charge for taxation

COMpnses:
The Greup The Bank
2005 2004 2005 2004
Current income tax -
Income tax at 33%% 2015107 17576886 1,924 682 1,648,329
Income tax at 30% 118,396 124 766 - -
Premium incame tax at 3% 76,434 83,688 - -
Investment incame tax at 15%. 148 293 132351 - -
Adjustment far under-pravision of
priar year's charge 8,313 10,867 35 10,857
Defarred income tax (Note 28) 75683 207,218 76,857 197 284
2444226 2316576 2001575 1.,856480
{b} Reconciliation of applicable tax charge to effective tax charge:
The Group The Bank
2005 2004 2005 2004
Profit before taxatian §329812 8172833 8200850 6,230,050
Tax calculated at 333:% 2,778,604 2724 211 2000850 2,075,683
Adjusted far the effects of,
Effect of different tax regime applicable to life
insurance and mortpage financing subsidianes  (213,990) {168,081} - -
Income not subject to tax —tax free investments (163,358) (266.238) (154,283) (245.588;
Expenses not deductible for tax purposes 2045 1,206 1,358 1,208
Cther charges and allowances 42922 25478 54 850 25,179
Income tax expense 2444 226 2318576 2001575 1,856 480

Tax on the life insurance business is charged on investment income, less expenses allowable in earning that
income, at the rate of 15% and on premium income |ess reinsurance premiums at 3%
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14. Net Profit and Unappropriated Profits Attributable to Stockholders

2005 2004
{a) The net profit is dealt with as follows in the financial statements of:
The Bank 4,298 275 4,373,570
The Subsidianes 1,587,311 1,482 487
5885586 5,856,067
)] The unappropriated profits are dealt with as follows in the financial
statements of:
The Bank 5,381,703 4,760 6549
The Subsidiaries 8 537,034 4,949 723
11,918,737 8,710,582

15. Earnings per Stock Unit

Basic eamings per stock unit is calculated by dividing the net profit attributable to stockholders by the weighted
average number of ordinary stock units in issue during the year. The average number of stock units for the
previous year has been adjusted accordingly to take into account the issue of 1,463.616.000 bonus ordinary

shares.
2005
Met profit attributable to stockholders (S°000) 5885586
Weighted average number of ardinary stock units in issue (000) 2827232
Basic earnings per stock unit (expressad in $ per share) F2.01

2004
5856057
2927232

$2.00

2005 Scotiabank Annual Report
68



Notes to the Financial Statements

(expressed in thousands of Jamaican dollars unless otherwise stated)

31 October 2005

16. Cash and Balances at Bank of Jamaica

Special reserves held with the Bank of Jarmaica

Statutory reserves with Bank of Jamaica -
interest-hearing

Statutory reserves with Bank of Jamaica -

non-interest-bearing

Cashin hand and at bank (Note 19)

The Group The Bank
2005 2004 2005 2004
582080 2,863,830 582 060 2,883,830
2,926 528 3,085 541 2926123 3,085 042
5,278,587 5,160,461 5,238 539 5,154,895
8788185 11,119,832 8,746 722 11,083,767
16,855,146 12,515,815 16,554,880 12,516,589
25,443 331 23 636,648 25401 582 23 600 3566

Statutory reserves with the Bank of Jamaica under Section 14 (i) of the Banking Act, 1992, and the Building
Societies Regulations represent the required ratio of 9% (8% - 2004) of the Bank's and 1% {1% - 2004} of the
Society's prescribed liabilities respectively. They are not available for investment, lending or other use by the

Gioup and the Bank.

Effective 13 January 2003, the Bank is required by the Bank of Jamaica (BOJ) under Section 284 of the Bank
of Jarnaica Act, ta maintain with the BGJ, a spacial deposit wholly in the farm of cash, representing 1% (2004 -
2% of the prescribed liabilities. This special deposit sarns interest at a rate of 6% per annum.

17. Amounts due from Other Banks

[tems in course of collection from other banks

Placements with other banks

Loans and advances to other bhanks

18, Accounts with Parent and Fellow Subsidiaries

The Group The Bank
2005 2004 2005 2004
978,589 1,838,858 975,589 1.838658
16,798 841 13,555,829 16,784 467 13,531,726
17,777,420 15,304,487 17,743,056 15,370,384
458 000 - 455 000 -
18,235,430 15,304,487 18,201,056 15,370,384

These represent intercompany accounts held with the parent company and fellow subsidianes in the nomal

course of business,
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19. Cash and Cash Equivalents

The Group The Bank

2005 2004 2005 2004
Cash and balances with Bank of Jamaica 25,443,331 23,536,648 25401 ,532 23,600 358
Less: statutory reserves (Note 16) (8,788,185) (11,119,832 (8,748,722} (11,083,767
16,655,146 12,816,816 16,654,860 12,516,539

Govemment and bank notes other than
Jamaica 240,438 307.744 240,438 307 744
Trading securities (Note 20) 21,990 - - -
Investmeant securities (Note 25) 0,041,809 5,246,784 3337129 3.709 284
Armounts due from other banks (Mot 17} 18,235,430 15,394 487 18,201,058 15,370 334
Accounts with parent and fellow subsidiaries 489,135 1,111,542 439,135 1,111,543
Cheques and other instruments in transit (1.206 302 (2 B34 129 {1,856 868) (2772 538)
39,777,736 31,693,245 7065752 30242608

Cash and amounts due to banks and other financial institutions include the following for the purposes of the cash
flow statement:

The Group The Bank
2005 2004 2005 2004
Cash and cash equivalents 39.777.736 31693245 a7 065,752 30,243 808
Amounts due to other banks and financial
instiutions {1855 908) (1,773438) {1,577.800) {1B71537)
8121828 28,919,204 35487952 2857201

20. Trading securities
These represent investrments in Government of Jamaica securities.

Trading securities at fair value through profit and loss that were designated at intial recagnition amourted o
521,990 {2004 - nily
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21. Governrment Securities Purchased under Resale Agreerments

The Group and the Bank enter into reverse repurchase agreements collateralised by Govemmeant of Jamaica

secyrities. These agreements may result in credit exposura in the event that the counterparty to the transaction is
unakle to fulfill its contractual ohligations,

22. Loans, after Allowance for Impaiment Losses

The Group The: Bank
2006 2004 2005 2004
Business and Government 35,506,862 35,408,095 36,348,820 35,304 218
Personal and credit cards 18,103 439 15,359 851 18,103 489 15,359,851
Residential mortgages 3.532.846 3,188,577 - -
58,143,197 53,854 523 54 452 308 50,754,089
Less: allowance for impairment losses (Mote 23} (495,034} (500 1213 {460,059} {465, 148)

27,648,163 53,454 402 53,992 250 50,288 921
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23. Impairment Losses on Loans

The Group The Bank
2005 2004 2005 2004
Total non-performing loans 918,164 1,039 386 818 491 G941 450
Provision at beginning of year 00121 G55,350 4565 148 612 525
Charged against revenueg durng
the yaear 272575 45878 272 426 55,209
Bad debts written off {461,583) {323 469) (481,435} {323 313)
Recoveries of bad dehts 183,821 122,362 183 820 118,729
At end of year 495,034 200,121 450,059 455,148
This comprises.
Specific provisions 347 255 357,045 37079 324 402
General prowvisions 147 779 143,076 142 880 140 746
495,034 200,121 450,059 465,148

Alloweance for impairment losses

A loan is classified as impaired if its book value exceeds the present value of the cash flows actually expected in
future perods — interest payments, principal repayments as well as liquidation of collateral. Provisions for credit
losses are made on all impaired loans. Uncollected interest not accrued in these financial statements on impaired
lnans was estimated at $79.571 as at 31 October 2005 {2004 - $71.955) for the Bank and $84.103 as at
31 October 2005 (2004 - $77,318) for the Group.

The Group's and Bank's loan loss provisioning requirements amounted to $1.301,558 (2004 - §1,306 645) and
51225351 (2004 - $1,220.440) respectively. This includes the amounts required to meet the Bank of Jamaica
loan loss provisioning requirement. The provisions shown in the table above represent provisions based on 1AS
29 {Financial Instruments: Recognition and Measurement) requirements. A non-distributable loan loss reserve
was established to represent the excess of the Bank's provision over the 143 3% requirements.

2005 Scotiabank Annual Report
72



Notes to the Financial Statements

(expressed in thousands of Jamaican dollars unless otherwise stated)

31 October 2005

24. Lease Recevables

The Group
2005 2004
Gross invastment in finance leases
Mot later than one year 485 a 177
Later than one year and not later than five years - 535
495 5712
Less: Unearmed income B2) {B12)
Met investment in finance leases 433 5100
Met investment in finance leases may be classified as follows:
Mot later than one year 433 4 636
Later than one year and not later than five years - 464
433 5,100

The provision for uncollectible finance lease receivables amounted to nil as at 31 October 2005
{2004 - $17.000.
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25, Investment Securities

The Group The Bank

2005 2004 2005 2004

Available-far-sale -
Government of Jamaics 0,628,034 8,231,10% 6,791,012 5,013,543
Other foreign Gowvernment - 420 957 - 420,957
Other 5,105 5,105 5,105 5,105
9,703,138 5,807,167 5796117 5,445 605

Held-to-maturity

Government of Jamaica 30,007,089 26,279,955 17,096,745 16,912,845
Other 136 136 - -
30,007,225 26,280,081 17 096,745 16912845
Total investment securities 38,710,364 25,087,258 23,892,862  22.353.250

The Bank of Jamaica holds as secunty, Sovemment of Jamaica Local Registered Stocks and Bank of Jamaica
Certificates of Deposits valued at $981,463 (2004 - $952,000) for the Group and $900,000 (2004 - $900,000) for
the Bank against possible shortfalls in the aperating account,

Included in investmeant securities are Governmeant of Jamaica Local Registered Stacks valued at 590,000 (2004
- $90.000} which have heen deposited. by one of the Bank’s subsidiaries, Scotia Jamaica Life Insurance
Campany Limited, with the insurance regulators, the Financial Services Commissian, pursuant to Section 3 (1)
{a) of the Insurance Requlations 2001,

Other financial institutions hold as securty, Government of Jamaica Local Registered Stocks walued at
31,170,000 (2004 - $170.000) for the Bank in the normal course of inter bank transactions.

The Group has not reclassified any financial asset measured at amaorhised cost rather than fair value during the
year,

Gains and 055858 previously recognised in equity:

The Group The Bank
2005 2004 2005 2004
(39,005) 561 (35,368) 2.065

Included in investment securities are the following amounts which are regarded as cash equivalents for purposes
of the statement of cash flows:

The Group The Bank
2005 2004 2005 2004
Debt securities with an original maturity of
less than 90 days {Note 1% 6,041,899 5046 784 33371289 3,708 884
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26, Other Assets

The Group The Bank
2005 2004 2005 2004
Accounts receivable and prepayments F3.803 52118 81,755 15,0558
Interest receivable 4,241,992 4,060,001 2.449,397 2,050,019
Cther 228,150 1,074,413 198,887 1,067 404
4 543 745 5,186,532 2,700,039 3133378
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27. Property, Plant and Equipment

The Group
Furniture,
Freehald Fixtures, Capital
Land and Leasehold Motor Yehiclas Workdn-
Buildings Improvements & Equipment Progress Total

Cost -

At 1 Novermber 2003 1.183 648 55,025 2,010,511 148,126 3437 530

Additions 5921 485 103,255 257 8O3 J56, 866

Disposals - - (4,103 (v 4174

Transfers 88,105 2,924 256,919 (345 9483 -

Wyirite-offe - - - (2,617 [3.517)

At 31 October 2004 1,278,204 58,435 2,366 583 53,243 3,796 805

Additions 7544 351 H0.840 205,210 300, 345

Disposals (27 (72 {23.B62) (942 {25,003}

Transfers 51,404 16.480 111.478 [179.441} -

Write-offs - - - 14 073] 4,075

At 31 Cetober 2005 1,337,705 121,083 2,535,029 74,045 4,067 8r2
Arclmulated Depreciation -

At 1 Movemnber 2003 145,705 58,251 1,235,820 - 1,443,520

Charge for the year 26,080 ¥.532 285,005 - 39,027

On disposals - - [2.B92) - [2.882)

At 31 October 2004 171,888 86,183 1,521,593 - 1,780,054

Charge for the year 27 508 11.9548 295651 - 308,165

On disposals - (90 (18,420) - 18,510

At 51 October 2005 150 445 78,049 1,773.204 - 2,050,710
Met Book Yalue -

31 Cctober 2004 1,106,406 32252 844 550 53,243 2,036,541

41 Qctaber 2005 1138253 43,034 751815 74,045 2,017 153
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27. Property, Plant and Equipment [Continued)

The Bank
Furniture,
Freehald Fintures, Capital
Land and Leasehold Motor Vehicles Wisrkdn-
Buildings Improvements & Equipment Praogress Tatal
Cost -
A1 November 2003 1.130 003 54,640 1,835 343 147317 3,312,208
Additions 5,321 a14 9613 257 BOZ 366 050
Dizposals - - [2,018) - [2,018)
Transfars 28,105 2524 296918 [345.848) -
Wirite-offs - - - 13E617) [3.517)
A 31 October 2004 1,225,329 ST ATE 2256850 52,554 3862 620
Additions 7 44 5,313 71,308 201,297 285 283
Disposals (2T - (10.561) - (10,688)
Transfers 51,404 16480 111.478 [179.441) -
Write-offs - - - 14,07 3] 4,073
A 31 Qetaber 2005 1,284,740 119,850 2,458 985 70,338 3,833 720
Accurmulated Depreciation -
At 1 Movermber 2003 135,800 58,017 1,185 165 - 1,358 G842
Charge for the yaar 24 884 7804 2r4.948 - U7 G837
On disposals - - [1,981) - [1,981)
At 31 October 2004 160,885 G581 1,468 132 - 1,894 538
Charge for the year 26,352 11.108 280,156 - 2HT 817
On disposals - - (9.3565) - (9.355)
At 31 October 2005 187 037 76,530 1, 718623 - 1,052 850
Met Book Walue -
31 October 2004 1.064 544 A2.067 mayzr 52,554 1,067 982
41 Qctobar 2005 1.067 703 42,730 740,062 70,335 1,830 830
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25. Deferred Income Taxes

Deferred income taxes are caloulated on all ternporary differences under the liability maethod using an effective tax
rate of:

] 0% for The Scotia Jamaica Building Society;
= 142% for Scotia Jamaica Life Insurance Company Limited and
] 33¥s%: for the Bank and all other subsidianas,

The movemeant on the deferad income tax account is as follows:

The Group The Bank
2004 2004 2005 2004
Balance as at 1 November {1,318,392) (921.463) (1,290,835 (930680
Charged to statement of revenue and
expenses (Note 13} (76,683} (207,218) {T6.B57) {197 284)
Available-for-sale investments
- fair value re-measurarmeant 18,922 (107,631} 5493 (104 558
- transfer to net profit - {14 892} - 3t
Other differences {11,345} - 83 -
Balance as at 31 Cciober {1,387 498} (1,321,204y {1,362218) (1,780 835)
Deferred incarme tax assets and liakilties are attributable to the following iterms:
The Group The Bank
2005 2004 2005 2004
Deferrad income tax assets -
Other post retirement banefits 108 687 85,666 108 6aT 85 666
Interest receivable 1,252 1,582 -
109,938 87248 108,687 35,668
Deferred incomea tax liabilities -
Pension banalls 1,254,791 1,112,419 1,254,791 1,112,419
Accelerated tax depreciation 79734 82,999 71,599 76,562
Available-for-sale investments 78,589 a2 712 71,136 76,712
Impairment losses on lpans B4 323 116,163 73,377 110,408
Other temporary differences - 4,159 - -
1,497 437 1,408,452 1,470,803 1,376,801
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28, Deferred Income Taxes {Continued)

The deferred tax charge in the statement of revenue and expenses comprises the following ternporary

differences:
The Group The Bank
2005 2004 2005 2004
Accelerated tax depraciation (2.810) 559 {4.963) 3,318
Pensions and other post retirement benefits 118,350 110,524 118,350 110,524
Allowance for loan impaimment (31 .870) 96 125 (37.530) 83442
Interest receivable {1,187} - -
76583 207 218 76.857 167,284

Deferred income tax liahilities have not been established for the withholding tax and other taxes that would be
payable on the unapproprated profits of subsidiades as such amounts are permanently reinvested; such
unappropriated profits totalled $6.537,034 at 31 October 2005 (2004 - 54,949 723).

29. Retirement Benefit Asset

Amounts recognised in the balance sheet:

The Group and The Bank

2005 2004
Pension scheme 2.764, 372 3,338,827
Cther post retiremeant benefits (326,062) {264 634)

2438310 3074193

{a} Pension Scheme
The Group has established a pension scheme covering all permanent ermployees. The pension scheme is a
final salary {the average of the best three consecutive years' remuneration, with no salary capy defined
benefit plan and is fully funded. The assets of the plan are held independently of the Group's assets in a
separate trustee administered fund. The schemea s valued by indepandent actuaries annually using the
Projected Unit Credit Method. The latest actuarial valuation was carried out as at 31 Qctober 2005.
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29. Retirernent Benefit Asset (Continued)
{a) Pension Scherne {Continued)

The amaunts recegnised in the halance sheet are determined as

Tollows:
The Group and The Bank

2005 2004
Presant value of funded abligations 24 428 3,918 362
Fair valug of plan assets {14,458 261) {14 458 261)
Unrecognised actuanal gains 4,165,675 4 206,539
{5.168,158) (6,335,360

Limitation on recognition of sumplus due to uncertainty of obtaining
future benefits 1,403,788 2995533
Asset in the balance sheet {3,764 372 (3,338,827

Fension plan assets include:
fii The Bank's odinary stock units with a fair value of $1.616,530 (2004 - 52 025 728).

{ii) Bank of Jamaica repurchase agreements valued at $261 107 {2004 - 52,948 608) with a related
company, Scotia Jamaica Investment Management Limited.

The amaounts recognised in the statement of ravenue and expanses are as follows:

The Group and The Bank

2005 2004
Current service cost, net of employee contributions 28,317 (8,117}
Interest cost 553,757 393,402
Expected retum on plan assets {1.522.823) {1,006 402)
MNet actuarial gain recognised in year {122,800} (26,400}
Losses on curtailment 395,838 360 840
Incame not recognisad due to limit 304,743
Included in staff costs (Note 9) (331,758) (2783,568)

The actual retum on plan assets was 51,829,737 (2004 54 818 442).
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29. Retirement Benefit Asset (Continued)
{a} Pension scheme [continued)

Movemant in the asset recognisad in the balance sheet:

At 1 Movernber
Tatal income
Contributions paid
At 31 October

The principal actuarial assumptions used wena as follows:

Discount rate

Expectad retum on plan assets

Future salary increases

Future pensian increasas

Average expected remaining working lives (Yeaars)
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2005 2004
(3,338,827} (2,677.805)
{331,768) {278.668)
(93,777} (82,354)
(3,764,272) (3,338,827)

The Group and The Bank

2005
12.5%
10.5%:

9.3%

3.5%

2245

2004
12.5%
10.5%

8.5%

3.5%

222
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29. Retirement Benefit Asset (Continued)

{b] Other Post Retirement Benefits

In addition to pension benefits, the Bank offers retiree madical and group life insurance benefits that contribute
to the health care and life insurance coverage of employees and beneficiares after retirement. The method of
accounting and frequency of valuations are similar 10 those used for the defined benefit pension scheme.,

In addition t¢ the assumptions used for the pension scheme, the main actuaral assumption is a long-term
increase in health costs of 10%: per year (2004 — 10%),

The amounts recognised in the balance sheet are as follows:

The Group and The Bank
2005 2004
Present value of unfunded obligations 877,985 394 895
Unrecognised actuarial losses (551,803 (130,261)
Liability in the balance sheet 226,062 264 634

The amounts recognised in the staterment of revenue and expensas ara as follows:

The Group and The Bank

2005 2004
Cument service cost 25,374 17,316
Interest cost 51,484 25,744
Met actuarial lossesNgains) racognisad in year 3,141 (2,718
Tatal included in staff costs (Mote 8) 80,004 40,342

Maoverments in the amounts recognised in the balance sheet:

Liahility at beginning of year 254,634 235 183
Total expense, as above 80.004 40 342
Contributions paid {(18.578) (10,8913
Liability at end of year 326,062 264 B34
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30. Deposits by the Public

31.

32.

33.

The Group The Bank
2003 2004 2005 2004
Fersonal 50812474 57,117,963 56,057 151 53,702,324
Other 47 467 672 41,692,856 47,082 545 41,437,830

107 280,148 88,810,818 103,139 897 85,141,204

Ceposits include $7 857 254 (2004 - 55 600, 84%9) held as collateral for cash secured credit facilities.

Amounts due to Other Banks and Financial Institutions

These represent deposits by other banks and financial institutions in the normal course of business. Included in
amounts due to ather banks and financial institutions is $1 855 508 (2004 - $1,.773,438) and $1, 577 800 (2004 -
$1.671,537) for the Group and the Bank respectively representing cash and cash equivalents (Wote 18},

Amounts due to Subsidiaries

These represent accounts held by subsidiaries in the narmal course of business.

Due to Parent Company

The Group and The Bank
2005 2004
Facility | 12,065 459 281
Facility 11 2678443 2600125
Facility 11| 1,917,845 -
4 608 443 3 088.486
fiy Facility | is a US$ denominated ten year non-revolving tem loan from the parent company, for on-lending.

The principal is repayable in ten installments which commenced 31 December 1985, Interest on the loan
is at 30 day LIBOR + 1% per annum.

fii} Facility 1| is a US$% denominated fifteen {15) year non-revolving loan from the parent company, for on-
lending. The repayment of the principal commenced 30 June 2003 and is subject to an interest rate of
LIBOR + 1% per annum.

(iii) Facilty Ill is 8 USS denominated frve {3) year non-revolving loan from the parent campany, for on-lending.
The repayment of the principal is to cammence 1 June 2008 and i§ subject to an interest rate of LIBOR +
1% per annurm.

The above loan faciliies are unsesured.
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34. Cther Liabilities

The Group The Bank
2005 2004 2005 2004
Interest payable 883,021 1,302 766 212,735 208,213
Provisions (Note 35) 60,044 60 482 54,009 54,975
Accrued liahilities 364 649 230449 3849.070 173,669
Prepaid letters of credit 28170 76152 28 644 78,152
Cther 259,274 201,293 141.285 112,333
1,605,158 1.8580 842 835,743 Ba8 342
35, Provisions
The Group The Bank
2005 2004 2005 2004
Al beginning of year 69,482 103,245 54,975 100,565
Provided during the year 60,044 88 420 B4.008 79 045
Utilised during the year {69.482) {122 183) {64,975) {114 635)
Al end of year 60,044 64 482 54,008 64 575

The above provisions mainly relate to redundancy.
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36. Ehare Capital

Number of Units Tetal
2005 2004 2005 2004
Authorised -
Ordinary shares of $1 each 3,000,000,000  1,500,000,000 3,000,000 1,500,000
Issued and fully paid -
At heginning of year.
Ordinary stock units of $1 each 1,462 616,000 1,463 516,000 14683616 14583616
Mowemeant during the year
Bonus issue of odinary stock
units/shares of $1 each 1,463,616 000 - 1463616 -
At end of year:
Ordinary stock units of $1 each 2927 232000 1 463616000 2827252 1483618

The: total autharised nurnber of ordinary shares at year end was 3,000,000 000 shares {2004- 1,500,000,000
sharesy with a par value of $1 per share (2004 - $1 per share}. All issued shares are fully paid.

In February 2005, the authorised ordinary share capital of the Bank was increased to $3.000.000 by the
creation of an additional 1,500,000,000 ordinary shares of $1 each to rank parn passu in all respects with the
existing ordinary stocks in the capital of the Bank. Shares totalling 1,463 816,000 units were then issued as
fully paid up at par bonus shares by the capitalisation of profits of 51,463 516 on the basis of one ordinary
share for every one ordinary stock unit held.

37. Reserve Fund

The Group The Bank

2005 2004 2006 2004
Opening balance 1,694,864 1.694 BG4 1.467.000 1,467 000
Transfer from retained eamings reserve 1463618 - 1463616 -
Clesing balance 3,158,480 1,694,864 2230815 1,467,000

In accordance with the regulations under which they cperate, certain companies in the Group are reguired to
make transfers of 4 minimum of 15% or 10% of net profit, depending on the circumstances, to the reserve find

until required statutory levels are attained,
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38. Retained Earnings Reserve

Transfers to the retained earmings resenye are made at the discretion of the Board of Directors, Such transfers
must be notified to the Bank of Jamaica and any re-transfer must be approved by the Bank of Jamaica,

39. Cumulative Remeasurement Result from Available-For-3ale Financial Assets
This represents the unrealised surplus or deficit on the revaluation of available-for-sale investmeants.

40. Loan Loss Reserve

This is a non-distributable oan loss reserve which represents the excess of the loan loss provision over IAS 24
requirements.

41. Other Reserves

The Group
2005 2004
Opening and closing balance:

Capital reserve ansing on consalidation, net g7 G¥

Reserves of subsidiary capitalised
through bonus issue of shares 16,548 16,545
General reserve 10,099 10,099
26.714 26,714
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42, Financial Risk Management

By their nature, the Group’s activities are principally related to the use of financial instruments, The Group
accepts depoesits from customers at both fixed and floating rates and for vanous pericds, and actively manages
its Interast rate exposures with the abjective of enhancing net interest incame within prudent risk tolerances.

The Group also sesks to raise its interest marging by obtaining competitive marging, net of provisions, through
lending to commercial and retail bomewers with 4 range of credit standing,  Such exposures involve not just
loans and advances, the Group alse enters into guarantees and other commitments such as letters of cradit.

The Group also trades in financial instruments where it takes positions to take advantage of short-term market
movements in securities prices and in foreign exchange and interest rates. The Board places trading limits on
the level of exposure that can be taken in relation to both overnight and intra-day market positions.

(a] Cash flow and fair value interest rate risk

Cash flow interest rate rsk is the risk that the future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. Fair value interest rate risk is the risk that the value of a
financial mstrument will fluctuate because of changes in market interest rates. The Group takes on
exposure to the effects of fluctuations in the prevailing levels of market interest rates on its financial
position and cash flows. Interest marging may increase as a result of such changes but may reduce or
create losses in the avent that unexpected movements arise. The Board sets limits on the level of
mismateh of interest rate repricing that may be undertaken, which is monitored daily.

The Group is exposad to vanous risks associated with the effects of fluctuations in the prevailing lewels of
market interest rates on s financial position and cash flows. The following tables summanse carrying
amounts of balance sheet assets, liabilities and equity in order to amive at the Group's and the Bank's
interest rate gap based on earlier of contractual repricing or maturity dates.
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42. Financial Risk Managerment [Caontinued)

(a) Cash flow and fair value interest rate risk (continued)

The Graup
2005
Innmad ataky Witthin 3 Jta12 1to b Quar Mon rate
Fate Son Sitive Months Nanths Years 5 Years Sensitive Tovtal
Cash rezounes 9,630,553 135972810 8,460,371 - - 1274473 44,408 334
Trading securities - 21,550 - - - - 21.8491]
Zacurties purchased
under resale agresrnents - 10,621 481 18,605,774 - - - 27227255
Loans ' 15,154,573 Z0E7TTEN 5035804 11546220 2023058 387,185 57 545163
Lease recaivable ™ 433 - - - - - 433
Investmant securities =
- Aovaila ble-far-sale - 1140210 SE15.AM 2421 643 352545 - 9,705.130
- Held fo rnaturity - 15634 747 10127727 4180488 49,025 5,240 30,007.225
Other assets - - - - - 14444 404 14,444 404
Tatal assats 24,795,159 o1.668.858 44746477 181680358 5493457 27EM 524 1B 450543
Depoeits 5,550,066 15.042 781 456313 S770ESS 1543532 - 113545480
Securties sald undar
repurchase agreemeants - 080,161 T.820, 706 - - - 18, 705533
Other liakilities - - - - - ByIrooz §,727.002
Polieyhakers' fund 9000 52 181497 9.0270,354 - - (1033843 19984613
Stockhelders’ equity - - - - - 23524953 23,524,053
Tatal liabilities and
stockholders' ecuity 95,500.857 25937213 21,459,203  STr0985 1543533 32215312 153480845
Tatal interest rate
sensitivity gap [71706828) 55730545 22267274 12360,350 4064034 {4825 SEE; -
Cumulative gap (P1T0RA280  (E05FT4.E83) e FIT.E05) (320.248) 4 626602 - -
2004
Total aszets 20,017.955 57.761.241 FISOTEMS 24184011 3 S12868  2TE15426  1658,147.649
Total lihilitizs and
stackhaldars eguity 93,702,620 18,295,075 20279518 2459644 227303 29153187 183,157.6849
Tatal interest rate
sengitivity gap (T3EE5,5327) 30466162 14796300 20724467 1236565  {1.537 7615 -
Cumulative gap [(TAEE5,537 (35218670 (204232713 301,185 1,537 761 - -
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42. Financial Risk Management (Continued)

{a) Cash flow and fair value interest rate risk {continued)

The Bank
2005
o
Imimediately Within 3 Jto12 11a 5 Cwet Mon rate
rate sensitive Merniths Maiths Years § Years sehsitive Total
Cash resources 9SG TED 13,548,035 8,450,752 - - 12705814 44332211
Securities purchased
under resale agreements - 55,000 43 B - - - 98,200
Loans ' 19,152,421 158.043,051 4,680,851 11,282,470 24781583 344,442 53992250
Imestmant seeuritios ™
- Available-farsale - 451,023 851595 g geT.oT4 3,525,435 - BRTOE T
- Heldl ta maturity - 11.248.502 23 AT z485674 6142 305 17095745
Investment in subsidianes - - - - - 258 238 258 235
Cther assets " - - - - - 11.681.277  11.851.277
Total assets 24.782 2M 43 345,681 19,457 945 15638123 5010812 24062 67F 134 225438
Deposits 85,434 586 12,827 332 3,974 503 5744605 1491319 - 108477 255
Secuntias 2old undar
repurchase agreemants - - - - - - -
Other liakilities - - - - - §.5905,216  3.505.216
Stockhelders’ equity - - - - - 16239267 16.239,267
Tatal liabilities and
stackholders' equity AL 434 506 12,827 332 3,874 503 5 744605 1481819 34.747 455 134,205 438
Total interest rate
sensitivity gap 6052385, 30518348 15&13442 S.886518 45158.693 219,193 -
Cumulative gap (B0 3923250, [30.134.048) (14.820.804) (4.754,006) 215,133 - -
2004
Tatal aszets 10,574,350 43,755,008 15,115,459 15,508,003 2A7E068 24296190 124025137
Tatal liskilities and
stockhalders equity B4.73% 564 5,261,258 2,568,265 3434544 2216532 22445542 124026127
Tatal interest rate
sensitivity gap (85,415, 155) 25,503,745 12,232,154 15,071,059 TEHV.035 1. 850,557 -
Cumulative gap {65415, 185 [(29.611.448) (17T.679,252) (Z.BD&.183) (1 AS0.EIT) - -

(11 This represente thoze financisl instrimerts whoee interest rates change conourranthy with 3 change in the underlying imterest rate basis. for
example, base rate l2ans.

(2] Thisincludes financial instruments sush as equity investments.
[3  This includes irmpairad kans.

(4 Thizincludes non-financial instruments.
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42. Financial Risk Management {Continued})

(a)

Ey
Cash resources ¥

Trading securities
Investment securities ™
Available-for-sale
Held to maturity
Securties purchased under
resdle agreemeants
Leans @
Lease receivable
Deposits
Securties sold undear
repurchase agreaements &

FPaolicyhclders' reseree

Cash resources

Investment securities ™
Avysilable-for-sale
Criginatad debte

Securities purchased under
resale agreamants

Loans @

Lease receivable

Depasits

Sacurities sald undar
repurchase agresments &

Palicyhaolders’ regsarve
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Cash flow and fair value interest rate risk {continued)

Average effective yields by the earlier of the contractual repricing ar maturity dates:

The Group
2005
Immediately  Within 3 Jtol2 1tos Cher 5

rate sensitive Months Manths Years Years Average
e e Y Ya Yo Y

387 G657 11.88 - - 6.0

- ETE - - - B.TS

- 1356 15.53 180,91 - 10,53

- 1346 150 13.38 18.20 13.47

- 1333 14.04 - - 13.78

1729 2250 13,45 158,08 .03 18.58

2828 - - - - 2825

454 T30 8.42 5.46 733 5.21

- 1232 1335 - - 12.78

11.45 140 1230 - - 1267

2004
Immediately  \Within 3 Jtal12 1te5 Owver 5

rate sensitive Months Months Years Years Average
% i Yo i) ) Y

1.30 B.53 11.63 - - 421

- 2355 13.14 14 55 - 16.18

- 1773 1658 14.42 18.20 16,18

1535 15,08 16.54 - - 16,28

1784 20,71 15,45 18.21 876 18,62

2783 - - - - 27.E4

G554 G.86 G.42 .80 7T B.17

14 .45 14,30 16.22 - - 15,23

1445 2047 15,67 - - 168.21
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42, Financial Risk Management (Continued)

{a)

Cash resourcas

Investrnant securities ™
Available-for-sale
Held to maturiny
Securities purchased under

resale agreements

Loans 5

Deposits ™

Cash resources ¥

Investment securities ™
Available-for-zale
Driginated debts

Securties purchased undar

resale agreements

Loans @

Deposits ™

Securties sold undar

repurchase agreemeants

Average effective yields by the earlier of the contractual repricing or maturity dates:

e

Cash flow and fair value interest rate risk {continued)

The Bank

A05
% kA kA kA Yo %
547 G563 11.59 - - £.00
- TTZ 11.06 530 g.60 8.04
- 12.02 12.92 10,97 18.00 1270
- 14.06 13,02 - - 1360
1724 23.1% 13.90 19,18 8.64 18.73
447 [ 8.4a7 5.45 .28 5.04

2004
%o Y Y Y Y %
1.32 B 54 11.63 - - 421
- 15,56 1213 1211 - 12,68
- 17.21 10.87 11.688 18.00 14.12
- 14,50 16.0G - - 1588
15.00 2.0z 15.59 18.26 8.30 18.78
548 G40 8.6% 7.48 I £.00
14.10 13.95 - - - 14.06

(13 ¥ieldz are based on book values and contractual interest adjusted for amartization of premiums and discounts. Yields on
tax-axempt investments have not been computed oh a tasable equivalent basis.

[y ields are based on book values. nat af allowance for credit loeses and contractual interast rates.

(3 Yieldz are based on contractual interest rates.

4y The calculstion of the average yiglds includes statutory resemves at Bank of Jamaica at 0%,
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42. Financial Risk Management {Continued)

(b] Credit risk
The Group and the Bank take on exposure to credit risk, which is the risk that a counterparty will be unable to
pay amounts in full when due. Impairment provisions are provided for losses that have been incurred at the
balance shegt date, 3ignificant changas in the economy, arin the health of 2 particular industry segment that
represents & concentration in the Group's portfolio, could result in Iosses that are different from those
provided far at the halance sheet date. Management therefore carefully manages its exposure to credit risk,
Positions in tradeable assets such as bonds also carry credit risk,

The Graup and the Bank stnucture the levels of credit risk they undertake by placing imits on the amount of
risk accepted in relation to one bomower, ar groups of bomowers, and industry segments, Such risks are
monitcred on a revolving basis and subject to an annual or mare frequent review, Limits on the leveal of
credit risk by product and industry sector are approved quarterly by the Board of Directors.,

The expasure to any ane bomower including banks and brokers is further restricted by sub-limits covering
on and off-balance sheet exposures. Actual exposures against limits are monitored daily.

Exposure to credit risk is managed through regular analysis of the ability of bomowers and potential
bomowers to meet interest and capital repayment obligations and by changing these lending limits where
appropriate. Exposure to credit risk is also managed in part by obtaining collateral and corporate and
personal guarantees, but a significant portion is personal lending where no such facilities can be obtained.
Other than exposure on Government of Jamaica securties, there is no significant concentration of liguid
funds.

Credit-related commitments

The primary purpese of these instruments is to ensure that funds are availablz to a customer as reguired,
Guarantees and standby letters of credit, which represant imevecable assurances that the Group will maks
payments in the event that a customer cannot meet its obligations to third parties, camy the same credit
risk as loans. Commercial letters of credit, which are written undertakings by the Group on behalf of a
customer authorising a third party to draw drafts on the Group up to a stipulated amount under specific
temms and conditions, are collateralised by the underlying shipments of goods to which they relate and
therefore camy less risk than & direct bomrowing.

Commitments to extend credit represent unused portions of authorisations to extend credit in the form of
loans, guarantees or letters of credit.  With respect to credit dsk on commitments to extend credit. the
Group is potentially exposed to loss in an amount equal to the total unused commitments. Howewer, the
likely amount of loss is less than the total unused commitments, as most commitments to extend credit are
contingent upon customers maintaining specific credit standards. The Group monitors the term to maturity
of credt commitments because longer-term commitments penerally have a greater degree of credit risk
than shorter-term commitments.
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42. Financial Risk Management (Continued)
(b) Credit risk (continued)

The following tables summarise the oredit exposure of the Group and the Bank to individuals, businesses
and Govarnment by sectar;

The Group
Acceptances,
Guarantees
Leans and and Letters
L eases of Credit Tetal Total
2005 2004
Agriculture, fishing and mining 952 206 08 234 1,060,530 916,018
Construction and real estate 955 455 263,109 1,228 564 21498189
Distributicn 2,257 852 789 413 3,047 365 2197 821
Financial instifutions 55 62,964 63,019 19,471
Gowernment and public entities 16,425 749 538,628 17,262 377 20,775,352
Manufacturing 3,400 246 539 941 3,940 187 1,812,750
Personal 21,604 191 653,410 22,257 810 18,983,243
Professional and other services 2,555 592 180,894 2,836,486 1,927,324
Tourism and entertainment g Aa74 094 549 899 9.933.893 ¥ E35 770
Total 58 143 630 3,486,501 61,630,131 55,418 477
Tatal impairment provision {495 034} {500 121}
G1.135,007 554918256
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42, Financial Risk Management (Continued)

(b} Credit risk {continued)

The Bank

Acceptances,

Guarantees

and Letters
Loans of Credit Total Total
2005 2004
Agriculture, fishing and mining 862 285 98,234 1,080,526 816,018
Construction and real estate 853,503 263,109 1216612 2133908
Distribution 2,257,518 789,413 3,046.832 2197 821
Financial institutions 10,988 52 964 73,8933 19,471
Govaenment and public entities 16,420,537 838828 17,258,165 20,771,647
Manufacturing and other activities 3,255,246 539,841 3,795,187 1,208 989
Parsanal 18,074,557 204267 18368524 16,450,470
Professional and other services 2,643,569 180,854 2,824,462 1,913,137
Tourism and entertainment 9,874,004 59,850 0,033,993 75581474
Total 54,452,300 3,127,349 57,572,658 82,873,045
Total impairment prowvision (480,059} (483,148)

57.119.559 52407 897

[l Currency risk
The Group and the Bank take on exposure to effects of fluctuations in the prevailing forgign currency
exchange rates on its financial postion and cash flows. The Boand sets limits an the level of exposure by
cumency and in tatal for both overnight and intra-day positions, which are monitared daily. The main
cumencies giving rise to this risk are the United States daollar, Canadian dollar and the Eritish pound. The
Group ensures that the net exposure is Kept to an acceptable level by matching foreign assets with
liahilities as far as passible,

The table below summaries the Group's and the Bank’s expasure to foreign cumency exchangs risk at 31

October.
The Group The Bank
2005 2004 2005 2004
United States dollar (S thousands) 11,627 13,386 10,503 12,004
Canadian dollar (5 thousands) 484 296 484 205
Pound Sterling (£ thousands) 530 2242 537 2,240
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42. Financial Risk Management (Continued)

(d)

Liguidity risk

The Group and the Bank are expaosed to daily calls an their available cash resourcas from owernight
deposits, cument accounts, maturing deposits, [oan draw downs and guarantees. The Group does nat
maintain cash resources to meet all of these needs as experience shows that & minimum level of
reinvestment of maturing funds can e predicted with a high level of cedainty. The Board sets limits on
the minimum proportion of matunng funds available to meet such calls and an the minimum level of intar-
pank and other barmowing faciliies that should Be in place to cover withdrawals at unexpected levels of
demand.

The tables below analyse assets and liabilities of the Group and the Bank inte relevant maturity
groupings pased on the remaining period at balance sheet date to the contractual maturity dates,
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14, Net Profit and Unappropriated Profits Attributable to Stockholders

2005 2004
{a) The net profit is dealt with as follows in the financial statements of:
The Bank 4,298,275 4,373,570
The Subsidianes 1,587 311 1,482 487
5,885 586 5,856,057
(b} The unappropriated profits are dealt with as follows in the financial

statements of;
The Bank 5381,703 4,760,659
The Subsidiaries 5,537,034 4,948 723

11,818,737 8,710,382

15, Earnings per Stock Unit

Basic eamings per stock unit is calculated by dividing the net profit attributable to stockholders by the weighted
average number of ordinary stock units in issue during the year. The average number of stock units for the
previous year has been adjusted accordingly to take into account the issue of 1.463.616.000 bonus ordinary

shares.
2005 2004
Met profit attributable to stockholders {50003 5,885 586 5,856,057
Weightad average number of ordinary stack units in issue {000} 2827 232 2827232
Basic earnings per stock unit (expressad in $ per share) $2.01 $2.00
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42, Financial Risk Management {Continued)

(d) Liquidity risk {continued]

The Bank
2006
Within 3 It 12 12 6 Over & Mo specific
Months Months Years Years maturity Taotal

Cash resourccs 35,851,425 2,430,782 - - - 44,337 211
Securities purchased under resale

AGroaINGHtsS 5,000 43 800 - - - SR 500
Leans 15.044,054 10,634,625 24,528 067 3.067.504 - 53952250
Inwastrent securities -

Arailable-for-sala 451,063 951,595 1,867 974 3525485 . 6706117

Held-to-rmaturity 2,831,051 3 855 258 7.250,188  3.005,142 5, 105 17 DBE 745
Subsidiary cornpanies - - - - 356,238 758,236
Cther assats 3333508 1437935 711857 350,451 R I 11,851,277
Total assats 57555185 2547375 34,804 S5 10,269,582 £,080.579 134,225 435
Deposits 93723670 B716,250 7545076 1,491,915 - 108,477 955
Cther liabiltias 3,275,611 Q87 452 1,985 737 350,451 1,796,965 &508 216
Steckhaldars' ceuiry - - - - 15,238 257 15,238 2487
Tatal liakilities and stockhalders' equity 97,100,281 7706742 8.542,513 1,842,570 18,038,232 134,205.438
Total liguidity gap (38504085, 17770054 FS2E2O73  B4ITEI2 (11955255 -
Cumulative gap 135,904,084, 21,734,032 3525041 11.595,253 - -

2004

Total azacts 54,122 532 23.075,707 37 567,232 3501,5583 5,858,613 124,026,127
Total liakilitics and steckhalders® eguity 43,671,821 5.068,680 6148235  2.6808,047 16448331 124026127
Total liquidity gap [30,548,800)  18.017,017 31,418,984 503,536 [(10,780.718) -
Curn Ul ative gap [35,545,929)  (21.551.912) 9,387,062 10750715 - -

The matching and controlled mismatching of the maturities and interest rates of assets and liabilities is
fundamental to the management of the Group and the Bank. It is unusual for banks to be completely
matched, as transacted business is often of uncertain term and of different types. An unmatched position
potantially enhances profitability, but can also increase the risk of loss.

The maturities of assets and liabilities and the ability to replace, at an acceptable cost, interest-bearing
liabilities as they mature, are impartant factars in assessing the liquidity of the Group and its exposure to
changes in interest rates and exchange rates.

Liquidity requirements to support calls under guarantees and standby letters of oredit are considerably less
than the amount of the commitment bacause the Group does not generally expect the third party to draw
funds under the agreement, The total cutstanding contractual amaunt of commitments {0 extend credit
does not necessarily represent future cash reguirements, as many of these commitments will expire or
terminats without being funded.
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42. Financial Risk Management {Continued})

(&) Market risk

it

Market risk is the risk that the value of a financial instrument will fluctuate as a result of changes in market
anicas whether those changes are caused by factors specific to the individual security, its issuer or factors
affecting all securities traded in the market, The Group manages its risk through the Assets and Liabilities
Committee which carries out extensive research and manitors the price movement of securities an the
local and international markets.,

Insurance risk
The Group issues contracts that transfer insurance risk or financial risk or hoth,

The rsk under any cng insurance contract is the possibility that the insured event cccurs and the
uncertainty of the amaunt of the resulting claim. By the very nature of an insurance contract, this risk is
random and therefore unpredictable.

For a portfolio of insurance contracts where the theory of probability is applied to pricing and prowvisioning,
the principal risk that the Group faces under its insurance contracts is that the actual claims and benefit
payments exceed the camying amount of the insurance liabilities. This could ocour because the frequency
or severity of claims and benefits are greater than estimated. Insurance events are random and the actual
number and amount of claims and benefits will vary from year to year from the estimate established using
statistical techniques.

Experience shows that the larger the portfolio of similar insurance contracts, the smaller the relative
variability about the expected outcome will be. In addition, a more diversified portfolio is less likely to be
affected across the board by a change in any subset of the portfolic,  The Group has developed its
insurance undenwrting strategy to diversify the type of insurance risks accepted and within each of these
categores to achieve a sufficiently large population of risks to reduce the warability of the expected
outcome,

Factors that aggravate insurance risk include lack of risk diversification in terms of type and amount of risk
and type of industry covered.
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43. Fair Value of Financial Instruments

Fair value is the amount for which an asset could be exchanged, ar a liahility settled, between knowlsdgeable,
willing parties in an arm's length transaction. Market price is used to determine fair value where an active market
axists as it is the best evidence of the fair value of a financial instrurmant. Howewver, market prices are not available
for a significant number of the financial assets and liakilties held and issued by the Group. Therefore, for financial
instruments wherg ne market price is available, the fair values presanted have been estimated using present
valug or ather estimation and wvaluation technigues hased on market conditions existing at balance shest dates,

The values derved from applying these techniques are significantly affected by the undearlying assumptions used
canceming both the amounts and timing of future cash flows and the discount rates, The following methods and
assumptions hava been used:

(i

(i)

financial investments classified as available-for-sale are measured at fair value by reference to guoted
market prices when available, [f quoted market prices arg nat availahle, then fair valuas are estimated
an the basis of pricing models ar other recognised valuation technigues,

the fair value of liquid assets and other assets maturing within one year is assumed to approximate thair
camying amaount. This assumption is applied to liquid assets and the short-term elements of all ather
financial assets and liahiliies,

the fair valus of demand deposits and savings accounts with no specific matwrity is assumed to be the
amount payakble on demand at the balance sheet date;

the fair value of varable rate financial instruments is assumed to approximate their carmying amounts,
and

the fair value of fixed rate loans is estimated by comparing market interest rates when the loans were
granted with current market rates offered on similar loans. For match-funded |cans the fair value is
assumed to be equal to their camrying walue, as gains and losses offset each other. Changes in the
credit guality of loans within the portfelio are nat taken inte account In determining gross fair values as
the impact of credit risk is reconnised separately by deducting the amount of the provisions for cradit
losses from both book and fair values.

The following tables present the fair value of financial instruments based on the above-mentioned waluation
methods and assumptions. The following financial assets and liakilities are not camied at fair value,

2005 Scotiabank Annual Report
99



Notes to the Financial Statements

(expressed in thousands of Jamaican dollars unless otherwise stated)

31 October 2005

43. Fair Value of Financial Instruments [Cantinuead)

The Graup
Carrying Fair Carrying Fair
Value Value Value Value
2005 2005 2004 2004
Financial Assets
Loans 57 648163 57,242 454 93,454,402 53,243 522
Investment securities : held-te-maturity AL Q0T 225 30,440 745 26 780081 26 BhA THd
Financial Liability
Ceposits by the public 113,548 456 107,338,613 103,654.302 103,607,216
The Bank
Carrying Fair Carrying Fair
Value Value Value Value
2005 2005 2004 2004
Financial Assels
Loans 53,892,260 53.421.075 50,288,821 50,118 481
Invastnent securities | held-to-maturity 17 086745 17,393,515 16 8212645 17,448 B28
Investment in subsidiaries 258,238 49, 831,882 250,230 45,156 0ES
Financial Liability
Ceposts by the public 105,477,955 103274 837 100,108.952 100,084 482
44. Commitments
The Group The Bank
2005 2004 2005 2004
{a) Capital expenditure:
Authorised and not contracted for - 80,000 - 40,320
Authorised and contracted for 50,792 - 80,792 -
(b Commitments to exdend credit:
Criginated term to maturity of more
than one year 10,373,099 7597 608 9,735,189 7,042 896
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Notes to the Financial Statements

(expressed in thousands of Jamaican dollars unless otherwise stated)

31 October 2005

44. Commitments {Continued])
() Operating lease commitments

The future aggredate minimum |ease payments under non-cancallable operating leases are as follows:

The Group

2005 2004
Mot later than one year 112,021 90,051
Later than one yvear and nat [ater than five vears 342,336 303179
Later than five years 843,23 204,41

1,287 588 1,287 641

45. Pledged Assets

Assets are pledged as collateral under repurchase agreements with counterparties. Mandatory reserve deposits
are also held with The Bank of Jamaica under Section 14 {iy of the Banking Act, 1992,

The Group
Asset Related Liahility
2005 2004 2005 2004
Balances with regulators 920,000 200,000 - -
Securities sold under repurchase agreemeants 17,861,165 205857114 16,705 880 18,546,429
Investment securities {Mote 25} 1.170.000 170.000 - -

20021185 21717114 18705880 18546429

The Bank
Asset Related Liakility
2005 2004 2005 2004
Balances with Bank of Jamaica and goon 900,000 - -
Securities sold under repurchase agreemeants - 1,773,000 - 1,471,653
Investment securities {Mate 25) 1,170,000 170,000 - -
2,070,000 2,843,000 - 1471653
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Notes to the Financial Statements

(expressed in thousands of Jamaican dollars unless otherwise stated)

31 October 2005

46, Fiduciary Activities

47.

The Group provides custody, trustee, carporate administration, investment management and advisory services to
third parties which invalve the Group making allocation and purchase and sale decisions in relation to a wide
range of financial instruments, Those assets that are held in a fiduciary capacity are not included in these financial
statements. At the balance sheet date, the Group had Investment custody accounts amounting to approximately
$34,163 056 (2004 - $26.,505,433).

Related FParty Transactions and Balances

The Group is controlled by The Bank of Nova Scotia, a8 company incorporated and domiciled in Canada, which
owns F0% of the ordinany stock units, The remaining 30% of the stock units are widely held.

A number of banking transactions are entared into with related parties. These include leans, deposits, investmeant
management and foreign cumency transactions, The volumes of related party transactions, autstanding balances
at the year end, and relating expenses and income for the vear are as follows:

Directors and key
management personnel

2005 2004
Loans
Loans outstanding at 1 November 148,311 103,337
Met loans issued/repaid) during the year 62,598 42 974
Loans outstanding at 31 Cetober 209,209 146,311
Interest income eamed 18,845 3408
Average repayment temm (Years) 13 13
Average interest rate (%) B.584 4.89
Deposits
Deposits outstanding at 1 Movember 116,030 50,702
Met deposits received/{repaid) dunng the year {27 477 AE 238
Deposits outstanding at 31 Cotober 28,053 116,030
Interest expense on deposits 6,236 9,199
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(expressed in thousands of Jamaican dollars unless otherwise stated)

31 October 2005

47. Related Party Transactions and Balances [Cantinued)

Directors and key

management persannel Associated companies
2005 2004 2005 2004
Insurance products T 296 5133 - -
Securities sold under repurchase agreemeants 83,586 73452 - -
Interest on repurchase agreements 12658 14,924 - -
Due from banks and other financial institutions - - 489,135 1,111,543
Due to banks and other financial institutions - - 3,990 60
Interest eamed from banks and other financial
institutions - - 51,080 11.265
The GI'OUp The Bank
2005 2004 2005 2004
Key manage ment compensation
Salaries and other short term benefits 238 874 209 085 177,885 157 734
Termination ¢osts 597 - - -
Post-employment benefits 205 816 224 204 263,490 199 684
Other -
Management fees paid to parent company 227 753 186,051 178,422 172,420
Guarantees fees paid to parent company 18,289 30,31 18,280 30,31
Cumrent accounts - - 147 954 227 558
Interest paid an current aceounts - - 13152 15,730
Securities purchased under resale agreements - - 95,600 59,000
Interest earned on resale agreements - - 11.875 10,272

Thare were no related party transactions with the parent company other than the payment of dividends,
managerment fees and amount due to parent company {(Mote 335
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(expressed in thousands of Jamaican dollars unless otherwise stated)

31 October 2005

47. Related Party Transactions and Balances [Cantinued})

A number of banking transactions are entered into with related parties including companies connected by virtue of
comman directarship in the nomal course of business, These include lbans, deposits, investment management
and foreign currency transactions. The wolumes of related party transactions, outstanding balances at the year
end, and relating expensas and income for the year are as follows:

Connected Companies

2005 2004
Loans
Loans outstanding at 1 November 5376 149 5,808,120
Met ans issuedirepaid’ during the year {483 551} {431,871}
Loans outstanding at 31 October 4,802 593 5,375,140
Interest income eamed 440 333 6685 576
Average repayment temm (Years) L o
Average interest rate (%) 10.26 11.84
Deposits
Deposits outstanding at 1 November 5,566,310 5,766,378
Met deposits received/{repaid) during the year {154 642y {200,068
Deposits outstanding at 31 October 5.411 668 5,566,310
Interest expense on deposits 260,793 247 5485

Mo provisions have been recognised in respect of loans given to related parties.
Pursuant to Section 13 (13, {d) and (i} af the Banking Act, 1892, connected companies include companias with
cammon directors of the Bank and its subsidiaries.

Related credit facilities in excess of the limits of Section 1313, {dY and (i}, subject to the maximum of the lirmits in
Section 13 (1) (&) of the Banking Act are supported by guarantees issued by the parent company.
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(expressed in thousands of Jamaican dollars unless otherwise stated)

31 October 2005

43. Litigation and Contingent Liabilities

49,

(a

(b

The Bank and its subsidiaries are subject to vanous claims, disputes and legal proceedings, in the nomal
caurse of busingss. Provision is made for such matters whean, in the opinion of management and its legal
counsel, it is probable that a payment will be made by the Group, and the amount can be reasonably
estimated.

In respect of claims asserted against the Group which have not been provided for, management is of the
opinian that such claims are either without ment, can be successiully defended or will result in exposureg to
the Group which is immaterial to bath financial position and results of operations.

on 7 ARl 1929, a wriit was filed by National Commencial Bank Jamaica Limited ("NCE™) in which they set out
a claim for payment of the sum of US$15 286 000 in connection with an alleged undertaking given to NCB by
Scotia Jamaica Investment Management Limited (formerly Scotiabank Jamaica Trust and Merchant Bank
Limited). Legal opinion has been obtained which states that the subsidiary has a strong defence to the claim.
Consequently, no provision has been made for this amount in these financial statements.

Dividends

At the Board of Directors meeting on 24 November 2005, a dividend in respect of 2005 of $0.25 per share {2004 -
actual dividend $0.50 per share} amounting to a total of §731.808 (2004 - $731.808) is to be proposed. The
financial statements for the year ended 31 October 2005 do not reflect this resolution, which will be accounted for
in stockholders' equity as an appropriation of retained profits in the year ending 31 October 2006.
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(expressed in thousands of Jamaican dollars unless otherwise stated)

31 October 2005

50. Effects of Early Adoption of Revised IFRS
The Group early adopted rewised IFRS. The financial statements for the years ended 31 October 2003 and 31
Cctober 2004 (the immediately preceding comparative period) have been restated to reflect the financial
position under the revised IFRS. The financial effects of early adoption are set out as follows:

(i) Effect an stockholders' equity as at 31 October 2003,

Previously Effect of
stated early Restated
2003 adoption 2003
ASSETS
Cash resources 35,343 233 - 35343 233
Govemment securities purchased under resale
agreements 17,593 444 - 17,503 444
Loans, after allowance for impairment losses 48,0582 565 - 45032 5839
Investment securities 30,735,280 (7,768} 0778212
Other assets 15,863,574 - 15,863,574
Lease receivables 22,145 - 22,145
Total assets 147 660,845 (7.768) 147 BE3 177
LIABILITIES AND STOCKHCLDERS' EQUITY
Deposits 91,314,803 - 81,314 603
Other liahilities 27,215,383 2580y 27212794
Policyholders' fund 11,474 583 - 11,474,583
Stockholders” equity 17,656,376 (5179) 17,681,197
147,660,845 (7,768 147853177
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(expressed in thousands of Jamaican dollars unless otherwise stated)

31 October 2005

50. Effects of Early Adoption of Revised IFRS (Gontinued)

(i) Effect on stockholders’ equity as at 31 Ootober 2004

ASBETS

Cash resourses

Govermment securities purchased under resale
agreements

Loans, after allowance for impairment lnsses
Investment securities

Other assets

Lease receivablas

Total assets

LIABILITIES AMD STOCKHOLDERS' EQUITY
Depaosits
Other liabilities
Palicyholders' fund
Stockholders' equity

Praviously Effect of
stated early Restated
2004 adoption 2004
40,450 422 - 40,450 422
25,046 360 - 25046 360
53,454 402 - 53,454 402
35,078,821 3,437 35,087 258
14 124 107 - 14,124 107
5,100 - 5100
168,159 212 B.437 168,167 648
103,654,302 - 103,554 302
27.804 812 2812 27807 624
16,100,706 - 16,100,708
20,599,392 5,625 20,605,017
168,150,212 3,437 168,167 A40

Financial assets previously classified as aniginated debts in the two preceding years werg reclassified to the
availahle-for-zale categary. The fair value measuremeant, as a result of the reclassification, was recognised in
the cumulative re-measurement result from available-for-sale financial assets, net of deferred taxation.
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Glossary

Assets held in Trust

Assets administered by the Bank and its subsidiaries, which are
beneficially owned by customers and are therefore not reported
on the consolidated balance sheet. Services provided in respect
of these assets are administrative in nature, such as security
custody, trusteeship, stock transfer and personal trust services.

Bankers’ Acceptances (BAs)

A type of negotiable, short-term debt security, generally issued
by a non-financial entity and guaranteed for a fee, by the
issuer's bank.

Basis Point
A unit of measure defined as one-hundredth of one per cent.

Capital

Consists of common shareholders' equity and preferred
shareholders’ equity. Capital funds support asset growth,
provide against loan losses, and protect the Bank's depositors.

General Provision

Established against the loan portfolio in the Bank's
business lines when the Bank's assessment of economic trends
suggests that losses may occur, but that such losses cannot yet
be determined on an item-by-item basis.

Guarantees & Letters of Credit

Assurances given by the Bank that it will make payments on
behalf of customers to third parties in the event that the
customers default. The Bank normally has recourse against its
customers for funds advanced under such arrangements.

Net Interest Margin
Net interest income, expressed as a percentage of average total
assets.

Non-Performing Loans

Loans on which the Bank no longer has reasonable assurance
as to the timely collection of interest and principal, or where a
contractual payment is past due a prescribed period. Interest is
not accrued on non-performing loans.

Off-Balance Sheet Instruments

These instruments are comprised of indirect credit
commitments, which include the Bank’s commitments to
extend credit facilities to its customers which are not yet drawn.

Productivity Ratio

Productivity ratio measures the efficiency with which the Bank
incurs expenses to generate revenue. It expresses non-interest
expenses as a percentage of the sum of net interest income
and other income. A lower ratio indicates improved
productivity.

Provisions for Loan Losses

An allowance set aside from income, which, in management's
opinion, is adequate to absorb all credit-related losses in its
portfolio of both on and off-balance sheet items. Itis decreased
by write-offs, realized losses and recoveries, and increased by
new provisions for loan losses. The provisions for loan losses is
deducted from the related asset category on the balance sheet.

Repos

Repos is the short form for “obligations related to assets sold
under repurchase agreements” - a short-term transaction
whereby the Bank sells securities to a customer and
simultaneously agrees to repurchase the securities on a
specified date and at a specified price. Itis a form of short-term
funding.

Return on Equity (ROE)
Net income, less preferred share dividends, expressed as a
percentage of average common shareholders equity.

Reverse Repos

Reverse Repos is the short form for “assets purchased under
resale agreements” -a short-term transaction whereby the
Bank purchases securities from a customer and simultaneously
agrees to resell the securities on a specified date and at a
specified price. It is a form of short-term collateralized lending.

Risk-Adjusted Assets

Calculated using weights based on the degree of credit risk for
each class of counterparty. Off-balance sheet instruments are
converted to balance sheet equivalents, using specified
conversion factors, before the appropriate risk weights are
applied.

Tier 1, Tier 2 Capital Ratios

These are ratios of capital to risk-adjusted assets, as
stipulated by the Bank of Jamaica, based on guidelines
developed under the auspices of the Bank for International
Settlements (BIS). Tier 1 capital, the more permanent,
consists primarily of common shareholders’ equity plus
non-cumulative preferred shares, and certain designated
retained earnings which by statute may not be distributed
or reduced without permission from the Bank of Jamaica.
Tier 2 is mainly the general provision.
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Corporate Governance

cotiabank believes that sound and effective corporate governance practices are essential to our long-term
success. Our corporate governance practices are designed to ensure the independence of our Board of
Directors and its ability to effectively supervise management’s operation of the Bank. Good corporate
governance practices are important to the creation of shareholder value and maintaining the confidence of depositors

and investors.

Board independence ensures that the Bank is managed for the long-term benefit of all stakeholders — shareholders,
employees, customers and the communities in which we operate. Our Bank therefore ensures that the majority of our
Directors are independent with eleven of our fifteen current Directors being independent of the Bank, its parent or its
affiliates (and thirteen Directors being non-executive Directors). The composition of the Board therefore provides
management with independent and objective oversight and strategic guidance. The Board also ensures that key
committees (such as the Audit Committee, the Conduct Review Committee and the Human Resources Committee) are

comprised of independent directors who have the requisite skills to carry out the respective mandates.

The effectiveness of any Board of Directors will also be dependent on the quality of the individuals who serve as
Directors. Our Bank prides itself on having individuals serving as directors who are business and community leaders who
have distinguished themselves in various fields of business and academia. Our Directors have contributed significantly to

the Bank's success over the years and we are confident that they will continue to do so in the future.

From time to time, new Directors are appointed to the Board who are able to provide a different perspective to the
Board's deliberations. The process of continually appointing new Directors as others retire ensures that the Board

continues to evolve in changing times. In 2005, three new Directors were appointed to the Board.

The Scotiabank Group is committed to good corporate governance and will continue to comply with international best
practices and with any guidance from the Jamaica Stock Exchange, the Bank of Jamaica and the Financial Services

Commission.
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Board of Directors of the Bank

R. H. Pitfield
Chairman

Mr. Robert H. Pitfield is the Executive
Vice President, International Banking, of
the parent Company, The Bank of Nova
Scotia, Canada and is responsible for all
of the Bank’s retail and commercial
operations outside of Canada & USA. He
was appointed a Director and Chairman of
The Bank of Nova Scotia Jamaica Limited on
May 22, 2003 and is a member of the Executive
and Pension Committees.

W. E. Clarke, C.D.

Mr. William Clarke, President and CEO of the
Bank, was appointed to the Board on
May 18, 1995. He is a member of the
Executive and Pension Committees of the
Board and is also a Director of Scotia Jamaica
Investment Management Limited, The Scotia
Jamaica Building Society, Scotia Jamaica Life
Insurance Company Limited, Scotia Jamaica
General Insurance Brokers Limited, Scotia Financial
Services Limited and Scotiabank Jamaica Foundation.

A. V. Chang

Mr. Anthony Chang is the Managing
Director of T. Geddes Grant Limited. He
was appointed to the Board of the Bank
on February 5, 2001 and is a member of
the Human Resources and Pension
Committees of the Board. Mr. Chang is
also a Director of Scotia Jamaica Life
Insurance Company Limited.

Prof. C. D.C. Christie

Celia Christie is a Professor of Pediatrics
and a specialist in Pediatric infectious
diseases, epidemiology and Public
Health at the University of the West
Indies.  Professor Christie has been a
Director of the Bank since February 5, 2001
and is also a member of the Audit and
Conduct Review Committees of the Board.
She is also a Director of Scotia Jamaica Life
Insurance Company Limited.

Hon. M. M. Matalon, 0.J.

Deputy Chairman

Hon. Mayer Matalon is the Deputy
Chairman of the I.C.D. Group Limited.
He is also the Deputy Chairman of the
Board of the Bank and Chairman of the

Executive Committee of the Board.

Mr. Matalon has been a Director of the
Bank since 1966.

Dr. J. A. Dixon

Dr. Jean Dixon is the Permanent
Secretary in the Ministry of Industry,
Commerce and Technology. She has
been a Director since February 19, 1998
and is a member of the Executive and

Audit Committees of the Board. Dr. Dixon
is also the Chairperson of the Board of
Directors of The Scotia Jamaica Building
Society and Scotiabank Jamaica Foundation.

Miss Muna Issa is the Treasurer of
SuperClubs. She has been a Director of
the Bank since August 26, 1999 and is
also a member of the Human Resources
Committee of the Board. Miss Issa is also
the Chairperson of the Board of Scotia
Jamaica Life Insurance Company Limited
and a member of the Board of The Scotia
Jamaica Building Society.

C. H. Johnston

Mr. Charles Johnston is the Chairman
and Managing Director of Jamaica Fruit
and Shipping Company Limited. He was
appointed to the Board of the Bank on
August 22, 2002 and is the Chairman
of the Human Resources Committee
and a member of the Executive and Audit
Committees of the Board.
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Mr. Joseph M. Matalon is the Chairman
and Chief Executive Officer of the ICD
Group Limited. He was appointed a
Director on September 1, 2005 and is a
member of the Audit and Human
Resources Committees of the Board.

W. A. McConnell, C.D.

Mr. William McConnell is the Managing
Director of Lascelles DeMercado Company
Limited. He has been a Director of the
Bank since February 18, 1988. He is also

a member of the Executive and Pension
Committees of the Board and Chairman of
Scotia Jamaica Investment Management
Limited.

W. A. McDonald

Mr. Warren McDonald is the Managing
Director and Chief Executive Officer of
Berger  Paints Jamaica Limited.
Mr. McDonald was appointed to the
Board of the Bank on February 5, 2001
and is a member of the Audit and Pension
Committees of the Board. He is also a
Director of Scotia Jamaica Investment
Management Limited.

Dr. H. J. Thompson

Dr. Herbert Thompson is the President of
The Northern Caribbean University. He
was appointed to the Board of the Bank

on August 19, 1998 and is also a
member of the Executive, Audit and
Conduct Review Committees of the Board.
Dr. Thompson is also Deputy Chairman of
the Board of the Scotia Jamaica Building
Society.

Prof. S. C. Vasciannie

Stephen Vasciannie is currently Professor
of International Law at the University of
the West Indies and Head of the
International Division of the Attorney
General's Chambers. Professor Vasciannie
was appointed a Director on September 1,
2005. He is a member of the Conduct
Review and Pension Committees of the Board
and is also a Director of Scotia Jamaica Life
Insurance Company Limited and Scotia Jamaica
Investment Management Limited.

Mr. Richard E. Waugh is the President of
The Bank of Nova Scotia, Canada. Mr.
Waugh is a member of the Board of
Directors of The Bank of Nova Scotia and
several of the Bank's subsidiaries and
affiliates. He was appointed to the Board
of Directors of The Bank of Nova Scotia
Jamaica Limited on February 20, 2003.

Miss Stacie Ann Wright is the Executive
Vice President and Chief Financial
Officer of the Bank and was appointed
to the Board on September 1, 2005.
Miss Wright is also a Director of Scotia
Jamaica Life Insurance Company Limited,
Scotia Jamaica Building Society, Scotia
Jamaica Investment Management Limited,
Scotia Jamaica Financial Services Limited
and Scotiabank Jamaica Foundation.
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Executive and Senior Management Officers

EXECUTIVE OFFICERS

William E. Clarke
President and CEO

H. Wayne Powell
Executive Vice President,
Retail Sales Management

Mrs. Rosemarie A. Pilliner
Executive Vice President,
Operations & Service Delivery

Miss Stacie-Ann Wright
Executive Vice President,
& Chief Financial Officer

Michael D. Jones
Senior Vice President,
Human Resources

David A. Noél
Senior Vice President /
Senior Legal Counsel & Corporate Secretary

Mrs. Audrey M. Tugwell Henry
Senior Vice President,
Retail & Electronic Banking

SENIOR MANAGEMENT OFFICERS

Audit

Yvonne M. Pandohie
Vice President & Chief Auditor

Corporate Affairs & Marketing

Mrs. Marie Powell
Vice President,
Corporate Affairs & Marketing

Corporate & Commercial Banking Centre

Wayne P. Hewitt
Vice President,
Corporate & Commercial Banking

Bevan A. Callam
Assistant General Manager,
Corporate & Commercial Risk

Michael A. Thompson
Assistant General Manager,
Business Development

Credit Risk Management

Henri R. Bourdeau
Vice President, Risk Management

Donald 0. Williams
Vice President,
Credit Risk Management

District Vice Presidents
Egerton G. Anderson

Roger R. Cogle

Employee Communications
& Consultations Unit

Mrs. Rosemarie A. Voordouw
Director
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SENIOR MANAGEMENT OFFICERS cont'd.

Finance

Miss Shirley K. Ramsaran
Assistant General Manager,
Finance & Comptroller

Hugh G. Miller
Assistant General Manager,
Treasury & Foreign Exchange

Information Systems Centre

Miss Sharon A. Colquhoun
Director

Operations and Shared Services

Mrs. Suzette A. M. McLeod
Vice President, Shared Services

David M. Williams
Assistant General Manager,
Operations & Sales Support

Private Banking Services

Miss Bridget A. Lewis
General Manager

Retail & Electronic Banking

Clyde C. Singh
Assistant General Manager,
Electronic Banking

Mrs. Karen Tomlinson
Director
Retail Banking

SENIOR MANAGEMENT OFFICERS cont'd.

The Scotia Jamaica
Building Society

Gladstone F. Whitelocke
General Manager

Scotia Jamaica
Investment Management Limited

Miss Janice V. Robinson
Vice President & General Manager

Scotia Jamaica
Life Insurance Company Limited

Mrs. Jacqueline T. Sharp
Vice President & General Manager

Scotiabank Jamaica Foundation

Mrs. Marie Powell
Executive Director
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Corporate Directory

BRANCHES AND MANAGERS

BLACK RIVER
6 High Street
P. 0. Box 27
Black River

St. Elizabeth

R. R. Reid, Manager

BROWN'S TOWN
Main Street

P. 0. Box 35
Brown's Town

St. Ann

Mrs. D. A. Maxwell, Manager

CHRISTIANA

Main Street

P. 0. Box 11

Christiana, Manchester

C.A. Dawes, Manager

CORPORATE & COMMERCIAL BANKING CENTRE
Miss M. P. McLeggon, Snr. Relationship Manager
Miss C.A. Logan, Snr. Relationship Manager

P.R. Gajraj, Snr. Relationship Manager

L. M. Reynolds, Snr. Relationship Manager

C. M. Newman, Snr. Relationship Manager

Mrs. D. A. Mighty, Relationship Manager

Mrs. S. M. Chambers-Creary, Relationship Manager
K. A. Townsend, Relationship Manager

H. P. Ebanks, Relationship Manager

Mrs. A. M. Buckley, Relationship Manager

M. G. Verley, Relationship Manager

CROSS ROADS
86 Slipe Road

P. 0. Box 2
Kingston 5

J.A. Clarke, Manager

FALMOUTH
Trelawny Wharf
P.0.Box 27
Falmouth,
Trelawny

S. H. Thompson, Manager

HAGLEY PARK ROAD
128 Hagley Park Road
P. 0. Box 5

Kingston 11

Miss V. I. Omess, Manager
Mrs. Y. T. Leslie, Asst. Manager

HALF-WAY-TREE

80 Half-Way-Tree Road
P. 0. Box 5

Kingston 10

D. E. Walters, Manager

Miss G. N. Crawford, Senior Account Manager
L. S. Estick, Account Manager

Mrs. V. J. James, Account Manager

V. A. Harvey,
Assistant Manager, Operations & Service

Miss D. A. Hyman, Account Manager,
Mrs. K. N. Chang, Account Manager

HIGHGATE
Main Street
P. 0. Box 9
Highgate
St. Mary

0.W. Stephenson, Manager

IRONSHORE SERVICE CENTRE
Shops 2 & 3, Golden Triangle
Shopping Centre

Ironshore

Montego Bay

Miss D. M. Mortimer, Manager

JUNCTION
Junction P. O.
St. Elizabeth

Mrs. C.A. Sanderson, Manager

KING STREET
35-45 King Street
P. 0. Box 511, Kingston

T.V. Allen, Manager

Mrs. W. D. 0'Connor, Asst. Manager

C.C. Wiggan, Asst. Manager

Mrs. L. D. Stewart, Asst. Manager, Operations
D. W. Quarrie, Asst. Manager,

Personal Banking

LIGUANEA

125-127 0ld Hope Road
P. 0. Box 45

Kingston 6

S.A. Distant, Manager
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LINSTEAD
42 King Street
P.0.Box 19
Linstead

St. Catherine

Miss J. Carter, Manager
Mrs. A. Y. Howard, Asst. Manager

LUCEA

Willie Delisser Boulevard
P. 0. Box 63

Lucea

Hanover

M. A. Elliot, Manager

MANDEVILLE

1A Caledonia Road

P. 0. Box 106
Mandeville, Manchester

A. C. Bright, Manager
Miss A. E. Senior, Asst. Manager, Credit

J. ). Smalling, Manager,
Personal Banking

Mrs. L. M. Vickers, Asst. Manager,
Operations & Service

MAY PEN

36 Main Street
P.0. Box 32
May Pen
Clarendon

Mrs. B. M. Corrie, Manager

MONTEGO BAY

6-7 Sam Sharpe Square
P.0. Box 311

Montego Bay

St. James

Miss M. A. Flake, Manager

C. A. Marshall, Asst. Manager, Credit

Mrs. A. E. Bell-Grant, Account Manager

Mrs. A. M. Walters, Asst. Manager, Operations
W. 0. Carr, Asst. Manager,

Personal Banking

MORANT BAY
23 Queen Street
P. 0. Box 30
Morant Bay

St. Thomas

C. A. Wright, Manager



NEGRIL
Negril Square
Negril P. 0.
Westmoreland

G. E. Gray, Manager

NEW KINGSTON

2 Knutsford Boulevard
P. 0. Box 307
Kingston 5

B. C. Chisholm, Manager
Miss S. C. Lue, Asst. Manager

A. 0. Harvey, Asst. Manager,
Personal Banking

M. S. Nelson. Asst. Manager, Operations

OCHO RIOS
Main Street
P. 0. Box 150
Ocho Rios
St.Ann

Miss T. M. Palmer, Manager
K. E. Reese, Asst. Manager

OLD HARBOUR
4 South Street

P. 0. Box 43

0Old Harbour

St. Catherine

Miss M. A. Foster, Manager

OXFORD ROAD
6 Oxford Road
P.0.Box 109
Kingston 5

Miss. J. A. Sutherland, Manager

PORT ANTONIO
3 Harbour Street
P.0.Box 79

Port Antonio
Portland

F. 0. Wright, Manager

PORT MARIA
57 Warner Street
P.0.Box 6

Port Maria

St. Mary

Mrs. 0. A. Whittaker, Manager

PORTMORE

Lot 2 Cookson Pen, Bushy Park
P.0. Box 14.

Greater Portmore,

St Catherine.

A. D. Johnson, Manager

PREMIER

10 Constant Spring Road
P. 0. Box 509

Kingston 10

A.A. Boyd, Manager

ST. ANN'S BAY
18 Bravo Street
P.0.Box 2
St.Ann's Bay
St.Ann

Mrs. N. F. Haughton, Manager

SANTA CRUZ
77 Main Street
P.0.Box 20
Santa Cruz

St. Elizabeth

D. A. James, Manager
SAVANNA-LA-MAR
19 Great George's Street
P.0. Box 14

Savanna-La-Mar
Westmoreland

M. E. Shaw, Manager

Miss T. E. Buddo, Asst. Manager
SCOTIABANK CENTRE

Cnr. Duke & Port Royal Streets
P.0.Box 59

Kingston

D. A. Hanson, Manager

T. C. James, Account Manager
Mrs. W. M. Mowatt, Operations Manager
SPANISH TOWN

27 Adelaide Street

Spanish Town

St. Catherine

R.A. Sangster, Manager

Mrs. I. C. Tucker, Asst. Manager
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UWI, MONA CAMPUS
Cnr. Ring Road & Shed Lane
Kingston 7

Miss P. N. Buchanan, Manager

VICTORIA & BLAKE
29 Victoria Avenue
P.0. Box 625

Kingston

N. L. Stultz, Manager

WESTGATE

Westgate Shopping Centre
PO.Box 11

Montego Bay

St. James

Mrs. G. A. Morrison, Manager
SUB-BRANCHES

BARNETT STREET
(Sub to Montego Bay)
51 Bamett Street
Montego Bay

St. James

CLAREMONT

(Sub to St. Ann's Bay)
Claremont PO.
Claremont

St.Ann

CLARK'S TOWN
(Sub to Falmouth)
Clark's Town P. O.
Trelawny

FRANKFIELD
(Sub to Christiana)
Frankfield
Clarendon

GAYLE

(Sub to Ocho Rios)
Gayle P. .

St. Mary

ORACABESSA
(Sub to Port Maria)
Oracabessa P. O.
St. Mary

PARK CRESCENT
(Sub to Mandeville)
17 Park Crescent
Mandeville
Manchester



Corporate Directory

WWHOLLY-OWNED SUBSIDIARIES AND SCOTIABANK JAMAICA FOUNDATION

BoARDS OF DIRECTORS AND SENIOR OFFICERS

as at 31 October 2005

SCOTIA JAMAICA INVESTMENT
MANAGEMENT LIMITED

4th Floor, Scotiabank Centre
Cnr. Duke & Port Royal Streets
P.0. Box 627

Kingston, Jamaica

Board of Directors
W. A. McConnell, C.D. - Chairman
W. E. Clarke, C.D.

Ms. E. M. Brown

Mrs. A. M. Tugwell-Henry
C. H. Johnston

W. A. McDonald

R. U. Patrick

H. W. Powell

Prof. S. C. Vasciannie
Miss S. A. Wright

Senior Officers:
Miss J. V. Robinson
Vice President & General Manager

K. Harris
Senior Manager Investments

Miss N. K. Hines
Manager, Trust & Registration Services

G. A. White
Manager, Finance & Operations

B. O. Frazer
Manager, Securities, Trading & Investments

SCOTIA JAMAICA LIFE INSURANCE
COMPANY LIMITED

5th Floor, Scotiabank Centre
Cnr. Duke & Port Royal Streets
Kingston, Jamaica

Board of Directors
Miss M. M. Issa - Chairperson
W. E. Clarke, C.D.
A.V. Chang

Prof. C. D. C. Christie
H. W. Powell

H. A. Reid

Dr. A. E. Samuels

P. B. Scott

Miss S. A. Wright

Ms. E. Leung

Senior Officers:
Mrs. J. T. Sharp
Vice President & General Manager

Mrs. M. Anthony
Senior Manager, Finance & Investments

Mrs. E. A. Hendricks
Manager, Marketing & Communications

Ms. L. S. Heslop
Manager, Operations & Customer Service

THE SCOTIA JAMAICA BUILDING SOCIETY

95 Harbour Street
P.0. Box 8463
Kingston, Jamaica

Board of Directors

Dr. J. A. Dixon - Chairperson

Dr. H. J. Thompson - Deputy Chairman
Dr. C. D. Archer

W. E. Clarke, C.D.

Miss M. M. Issa

H. W. Powell

Mrs. M. Powell

Miss J. A. Thompson

Miss S. A. Wright

Senior Officers:
G. F. Whitelocke
General Manager

Ms. L. Fuller
Manager, Finance & Operations

P. F. Williams
Manager, Mortgage Services
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SCOTIA JAMAICA FINANCIAL
SERVICES LIMITED

Scotiabank Centre

Cnr. Duke & Port Royal Streets
P.0. Box 709

Kingston, Jamaica

Board of Directors

W. E. Clarke, C.D.- Chairman
Mrs. A. M. Tugwell-Henry

H. W. Powell

Mrs. M. Powell

Miss S. A. Wright

SCOTIABANK JAMAICA FOUNDATION

Scotiabank Centre

Cnr. Duke & Port Royal Streets
P.0. Box 709

Kingston, Jamaica

Board of Directors

Dr. J. A. Dixon - Chairperson

E. H. Anderson

Ms. E. M. Brown

W. E. Clarke, C.D., Deputy Chairman
M. Jones

Mrs. R. A. Pilliner

H. W. Powell

Mrs. M. Powell

Miss S. A. Wright

Senior Officer:
Mrs. M. Powell
Executive Director

SCOTIA JAMAICA GENERAL INSURANCE
BROKERS LIMITED

5th Floor, Scotiabank Centre
Cnr. Duke & Port Royal Streets
Kingston, Jamaica

Board of Directors

W. E. Clarke, C.D. - Chairman
E. H. Anderson

H. W. Powell

Mrs. R. A. Pilliner

Miss J. V. Robinson

G. F. Whitelocke

BRIGHTON HOLDINGS LIMITED

Scotiabank Centre
Cnr. Duke & Port Royal Streets
Kingston, Jamaica

Board of Directors

W.E. Clarke, C.D. - Chairman
E. H. Anderson

H. W. Powell

Miss S. A. Wright



THE BANK OF Nova ScoTia JamaicA LimITED CoMMITTEES & MIEMBERS

EXECUTIVE COMMITTEE HUMAN RESOURCES COMMITTEE CONDUCT REVIEW COMMITTEE
OF THE BOARD
C. H. Johnston Dr. H. J. Thompson
Hon. M. M. Matalon, O.J. Chairman Chairman
Chairman
A.V. Chang Prof. C. D. C. Christie
W. E. Clarke, C.D. Miss M. M. Issa Prof. S. C. Vasciannie
Dr. J. A. Dixon Dr. ). A. Dixon Miss M. M. Issa
W. A. McConnell, C.D. J. M. Matalon
C. H. Johnston
R. H. Pitfield
Dr. H. J. Thompson
AUDIT COMMITTEE PENSION COMMITTEE
Dr. J.A. Dixon W. A. McConnell, C.D.
Chairperson Chairman
Prof. C. D. C. Christie R. H. Pitfield
W. A. McDonald W. E. Clarke, C.D.
C. H. Johnston A.V. Chang
Dr. H. J. Thompson W.A. McDonald
J. M. Matalon Prof. S. C. Vasciannie
SECRETARY AUDITORS REGISTRAR & TRANSFER AGENT
David A. Noél PricewaterhouseCoopers Scotia Jamaica Investment

Senior Vice President/Senior Legal Counsel
& Corporate Secretary

The Bank of Nova Scotia Jamaica Limited
Executive Offices

Scotiabank Centre

Cnr. Duke & Port Royal Streets

P.0. Box 709

Kingston, Jamaica

Scotiabank Centre

Cnr. Duke & Port Royal Streets
P.0. Box 372

Kingston, Jamaica

Telephone: (876) 922.6230
Fax: (876) 922.7581

REGISTERED OFFICE

Scotiabank Centre

Cnr. Duke & Port Royal Streets
P.0. Box 709

Kingston, Jamaica

Telephone: (876) 922.1000
Fax: (876) 922.6548

Website: www.jamaica.scotiabank.com

Telex: 2297
SWIFT Bic Code: NOSCJMKN
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Management Limited

4th Floor, Scotiabank Centre
Cnr. Duke & Port Royal Streets
P.0. Box 627

Kingston, Jamaica

Telephone: (876) 922.1810
Fax: (876) 922.3378



NOTES




PROXY FORM

THE Bank ofF Nova Scotia JAMAICA LiIMITED

IAVV.....coeee ettt f £ AR R AR R £ A £ R AR R £ AR E R R R AR R R R e AR e e e e nene
o SO
in the parish of ..o, being a Member of the above Company, hereby appoint
the Chairman of the Meeting or failing him (SE& NOTE 1)....cuerecererererrreecre e
........................................................................................................................................................................................... of
................................................................................................................................................................... or failing
0T ST of
............................................................................................................................................ as my/our Proxy to vote for

me/us on my/our behalf at the Annual General Meeting of the Company to be held on the 17th day of
February 2006 and at any adjournment thereof.

Please indicate by inserting a cross in the appropriate square how you wish your votes to be cast. Unless
otherwise instructed, the Proxy will vote or abstain from voting, at his discretion.

RESOLUTION FOR AGAINST

NO. 1
NO. 2

NO. 3(a)

NO. 3(b)
NO. 3(9
NO. 3(d)
NO. 3(e)
NO. 3()
NO. 3(g)

NO. 4

Signature

1. If you wish to appoint a proxy other than the Chairman of the Meeting, please insert the person's
name and address and delete (initialing the deletion) "the Chairman of the Meeting".

2. To be valid, this form of proxy and the power of attorney or other authority (if any) under which
it is signed must be lodged at the office of the Registrar of the Company, Scotia Jamaica
Investment Management Limited (formerly Scotiabank Jamaica Trust and Merchant Bank
Limited), 4th Floor, Scotiabank Centre, Cnr. Duke & Port Royal Streets, Kingston, at least 48 hours
before the time appointed for the holding of the meeting.

3. To this form must be affixed a $100.00 stamp in payment of stamp duty.

4. In the case of joint shareholders, the vote of the senior who tenders a vote, whether in person or
by proxy, shall be accepted to the exclusion of the vote(s) of the other joint holder(s) and for this
purpose seniority shall be determined by the order in which the names stand in the register of
members.

5. To be effective, this form of proxy must be signed by the appointer or his attorney, duly
authorised in writing or, if the appointer is a corporation, must be under its common seal or be
signed by some officer or attorney duly authorised in that behalf.
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Scotiabank Relationship: ». 1. a connection or association in which it is easy to talk
with the Scotiabank representative. 2. a state in which the customer experiences a
heightened degree of importance. 3. the needs of the customer become the only focus of
the Scotiabank representative (When you start a Scotiabank Relationship, you have

started the journey to success).
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