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The Directors are pleased to present their report and the audited financial statements for
the year ended 31 March 2010.
This report on the business of the bank and its performance during the year, will allow readers to
assess how the directors have carried out their duty of managing the affairs of the Bank as set out
in the Bank of St. Helena Ordinance 2003.

1. Principal Activities
The object of the bank is “to engage in the business of banking within St. Helena and its
dependencies”. The bank provides retail banking services which includes current accounts,
savings, investments and secured and unsecured lending.

2. Business Review
The mission of the Bank of St. Helena is to develop and deliver banking products and services that
are appropriate, affordable and accessible to all.
During the last year, the financial services sector has shown small signs of recovery but, as the
global financial crisis continues, many countries including the United Kingdom face the challenges
associated with reducing national debt. St. Helena has already felt the repercussion of these global
events, the most significant being the extended ‘pause’ on air access. The island’s continuing
dependence on UK aid and public sector spending makes the whole of the local economy
vulnerable to UK political agendas.
The Bank has taken cognisance of these threats and action to minimise the potential impact.
Fortunately during the last year Bank of St. Helena continued to efficiently manage its operating
costs as well as realise reasonable returns on its overseas investments, which in turn enabled the
Bank to maintain the savings rate of 3% per annum throughout the financial year. The bank
remains well capitalised with policies and practices that foster stability and sustainable
development.
During the last year, the Bank’s strategic focus has been on the development of the Bank’s
infrastructure – location, systems and personnel – thus providing a sound base for business
growth. During the last quarter the Bank also purchased ‘Harrisons’ (ex Cafe St. Helena property
in Napoleon Street). This building will be developed during the next two to three years and will
cater for the medium to longer term requirements of the bank.
The Bank’s Strategic Plan has been reviewed and approved by the Financial Services Regulatory
Authority whose last review was undertaken in December 2009.

3. Corporate Structure
The Bank of St Helena Ordinance defines the Bank as a body corporate which means it has its
own legal identity. The Bank is managed by a Chairman and Directors who are appointed by the
Governor and, as an additional safeguard, the Bank is regulated by the Financial Services
Regulatory Authority.
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4. Financial Performance
Although Bank of St. Helena is the only financial institution on the island that has the capacity to
provide banking services and products, the directors apply good corporate governance principles
and ensure that this advantageous position is not adversely exploited.
The financial year 2009/10 has seen an overall growth in lending with the total value of housing
loans increasing by 14.6% and commercial loans increasing by 22.1%. There has also been a
10.3% growth in the value of deposits.
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4.1

Commentary on the Profit & Loss Account

4.1.1 Net Interest Income
There has been a 28.0% increase in net interest income. The interest receivable shows a decrease
because last year the bank was able to realise a profit of £290,638 from the one-off sale of a
portion of the gilt portfolio. The interest payable has decreased due to the savings rate being set at
3% per annum from 1 April 2009. Had the interest rate not been reduced by 1%, the bank would
have been facing a loss on ordinary activities before tax of around £206,000. The increase in
interest on Money Market Placements reflects a movement of funds to take advantage of higher
returns being available from Fixed Term Deposits rather than Government Gilts.
4.1.2 Income from Fees and Commissions
There has been a 35.7% increase over last year’s figures due to a combination of the bank offering
an enhanced service to businesses with the processing of credit card transactions and a review of
the bank’s charging practices.
4.1.3 Operating Expenditure
There has been an overall increase in expenditure of 11.1% over last year. This includes an
increase of 25.4% in employee costs, a 98% increase in premises costs and a 56.1% decrease in
the provisions against doubtful debts. The operating costs of the bank’s branch on Ascension
Island continue to be subsidised from income generated on St. Helena. Towards the latter part of
the last quarter, the Bank took over the processing of financial transactions previously undertaken
by the Ascension Government Cash Office. This will generate a small increase in fees and
commissions earned. The management of the bank remain committed to providing banking
services for the residents of Ascension and continue to review options for improving the cost
effectiveness of the service.
A summary of the Income Statement is shown below:
Year to

Year to

31 March 2010

31 March 2009

Total Income

£729,051

£860,981

Total Expenditure

£571,561

£514,287

Profit before Tax

£157,490

£346,694

£44,242

£104,769

£113,248

£241,925

Taxation
Profit after Tax

The profit before tax in the previous year was inflated by the £290,638 profit on the sale of a
portion of the UK investments.

Bank of St Helena – Building for the future
Head Office: Market Street, Jamestown, Island of St. Helena, South Atlantic, STHL 1ZZ
Tel: +290 2390, Fax +290 2553, e-mail: info@sainthelenabank.com
Established and regulated in St. Helena under the banking ordinance 2003 and the Bank of St Helena Ordinance 2003.

4.1.4 Employee Costs and Numbers
As at 31 March, the bank had the following staff:
To 31 March 2010
Numbers

Costs

To 31 March 2009
Numbers

Costs

Teller Services

9

£120,563

10

£110,124

Lending

4

£44,570

3

£29,799

Accounts

4

£32,611

2

£19,132

Management

4

£74,254

3

£57,144

TOTAL

21

£271,998

18

£216,199

The increase in Staff numbers is commensurate with the increase in demand for products and
services. The numbers and costs include part-time executive support provided by the Chairman
and two full-time staff on Ascension Island. Tellers from St. Helena have thus far acted as relief
tellers whilst the Ascension based tellers are on leave. The management is exploring more cost
effective means of providing this. Staff costs also include overseas business trips and the cost of
staff professional development which will support the achievement of both personal and corporate
goals. Incentives and employee rewards are aligned with individual and corporate performance
and the average staff salary increase during the year was 6%.
4.2

Commentary on the Balance Sheet

4.2.1 Fixed Assets
The increase in fixed assets includes the renovation of and equipment for the new bank premises,
new banking software and the purchase of ‘Harrisons’. All will help to ensure that the products and
services offered meet current and future demands of the banks customers.
4.2.2 Investments versus Placements with Other Banks
Bank placements continue to yield higher returns than UK Gilts. The management regularly
monitor movements in interest rates on the overseas markets and make investment proposals that
reap the highest possible returns without jeopardising the risk to bank funds.
4.2.3 Savings Accounts
During the last year, the bank has seen a number of its customers move their offshore banking to
St. Helena, due primarily to the lower risk higher return option that Bank of St. Helena offers. This
has resulted in an overall increase of 10.3% in the balance on current and savings accounts. The
most significant growth has been in St. Helena Corporations 38% and Child Bond Savings
Accounts 39% with the New Life Account also showing an above average increase of 13.9%. The
two latter products are long-term savings accounts and therefore offer higher interest rates.
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The graphs below show the proportion of savings held by the different categories of depositors.

5. Key Management Ratios

Ratio

Limit

Risk Assets

Average

Minimum

Maximum

8%

35.23%

32.9%

37.6%

Total Liquid Assets in St. Helena:Total
Liabilities

0.5%

1.65%

0.90%

2.10%

Total Liquid Assets:Total Liabilities

25%

75.36%

73.90%

77.60%

The operations of the Bank are overseen by the Financial Services Regulatory Authority (FSRA).
An annual review of the bank is undertaken on-island and the report from this year’s review states:
“The Financial Services Regulatory Authority received regular financial information from the bank
and reviewed the Bank’s operations in December 2009. The review covered a wide range of
issues including the bank’s long term strategy, the largest loans and the investment strategy. The
review of the Bank’s investment strategy, forced on the bank by the low level of returns on UK
Government securities, was the subject of a wide ranging consultation. The revised strategy was
fully supported by the Regulatory Authority. The Authority confirmed that the Bank had met all the
requirements of the Financial Services Ordinance 2008.” [Financial Services Regulator January
2010]
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6. Risk Management
The Bank has identified the following factors as being those that could significantly affect future
actual results. This does not mean that these are the only risks but rather that they are the primary
ones.
6.1

The Economy in General

The bank’s ability to remain profitable will be dependant on a number of factors which include the
political agenda of the UK, its impact on the recovery of the British Economy and, in the short-term
for Bank of St. Helena, the returns that can be achieved on UK investments. The interest rates
payable on current and savings accounts are reviewed every quarter. Although one of the Board’s
key priorities is to maintain a stable interest rate payable on current and savings accounts, these
rates may need to be revised during the financial year 2010/2011.
During the year under review, the Bank’s commercial loan portfolio has grown by 22.1% so it would
appear that local businesses remain optimistic about the future of the local economy and their
ability to make a return on their investments. The bank is pleased with this upward trend as
investing in the development of local businesses is a more beneficial alternative to investing in UK
gilts. However analysis shows that 60% of the commercial loan portfolio is concentrated in two
sectors – construction and tourism accommodation – two sectors whose continued success is
highly dependant on significantly improved access to St. Helena and a growth in the resident
population.
New businesses appear to have limited access to personal equity and so debt finance forms the
higher proportion of the capital required. Policies and practices that aid the generation of wealth
remains a challenge for politicians on St. Helena as it does for those in the wider global economy.
6.2

Credit Risk

If there is a downturn in the local economy, business and personal customers could face difficulties
with servicing their financial commitments. This would have an adverse impact on the bank’s
profitability.
In addition, if there is a downturn in the economy and property prices fall, the value of collateral
offered for loans may be insufficient to cover the value of the capital plus interest amounts due.
6.3

Operational Risk

These risks include losses due to human error, IT systems security failure, reliability of internal
processes and procedures, training and retention of staff, fraud, and other social and
environmental impacts.
During the last year the Bank’s Internal Auditor has reviewed, and recommended revisions where
required, to internal control procedures and the bank’s risk management strategy. New banking
software has been installed and is currently running parallel with the old system with a view to
‘going live’ by the end of the first quarter of this new financial year.
The Bank’s Manager is competently supported by a Chief Operations Officer and Human Resource
& Executive Support Officer who collectively strive to ensure consistency and continuity in the
delivery of banking products and services that are responsive to customer requests and executed
speedily and accurately.
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7. The Bank as a Responsible Citizen of the Community
During 2009/10 the bank was unable to appropriate additional finance to this fund due to the
uncertainty with UK interest rates and the need to retain profits and maintain stability with the
savings rate. The bank remains committed to contributing to community development projects
and, following a successful year of trading, the Bank’s Community Projects Fund has now been
replenished. The fund is designed to encourage the development of St. Helena’s Young People,
the Natural Environment and Arts and Culture. During the year £520 was paid in donations.
8. Directors
In accordance with the Bank of St. Helena Ordinance, the Managing Director and the nonexecutive directors are appointed by the Governor in consultation with the Supervisor of the
Financial Services Regulatory Authority.
The directors of the bank during the year to 31 March 2010 were:
Miss Rosemary Bargo

Managing Director

Mrs Carolyn Thomas

Chairman

Mr Peter Francis

Member

Mr Terrence Richards

Member

Mrs Emma Bennett

Member

9.

Statement of the Directors’ responsibility in respect of the Accounts and Audit and
Annual Report

In accordance with the Bank of St. Helena Ordinance 2003, the directors have a responsibility to:
1. keep accounts of its transactions;
2. have its accounts audited annually and
3. not later than four months from the closing of its financial year or at any other time as
may be exceptionally authorised by the Regulatory Authority, publish a copy of its audited
financial statements in accordance with section 30 of the Banking Ordinance.
In addition:
Within 12 months after the 31st day of March in any year submit to the Governor
(a) a report on its activities during the year preceding that 31st March; and
(b) a statement of the accounts of the Bank audited in accordance with section 11(2).
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The directors, as at the date when this report is approved, each confirm that as far as is possible,
each director has satisfied his/herself that the financial information is accurate and that there is no
relevant audit information of which the auditors have not been made aware and that financial
controls and systems of risk management are robust.
By order of the Board

Carolyn Thomas

Rosemary Bargo

Chairman

Managing Director
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Independent Auditor’s Report
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BANK OF SAINT HELENA
Financial Statements for the year ended 31 March 2010
Independent Auditor's Report
The Chairman and Board Members,
Bank of Saint Helena,
Market Street,
Jamestown.
Audit Scope
In accordance with the St. Helena Audit Ordinance (Chapter 143) and the Banking Ordinance, I
have audited the Bank of St. Helena Financial Statements which incorporate the Balance Sheet as
at 31 March 2010, the Profit and Loss Account and the Cash Flow Statement for the year ended 31
March 2010, together with the related accounting policies and notes to the accounts.
Responsibilities of Management and the Chief Auditor
The financial statements are the responsibility of the management of the Bank of Saint Helena. My
responsibility is to express an opinion on these financial statements based upon the audit work
undertaken.
Basis of Audit Opinion
The audit was conducted in accordance with International Standards on Auditing (UK and Ireland)
issued by the Auditing Practices Board. These standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes addressing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation.
I have obtained all the information and explanations I considered necessary for the purposes of the
audit.
I believe that the audit has provided a reasonable basis for my opinion.
Audit Opinion
In my opinion, these financial statements give the information required by law and are in all
material respects in agreement with the books of account which have been properly kept as far as
appears from my examination of them.
In my opinion the financial statements give a true and fair view of the financial position of the Bank
of Saint Helena as of 31 March 2010, and of the results of its operations for the year then ended in
accordance with laws in force in St Helena.
20 May 2010
Anthony Kilner
Chief Auditor
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St Helena Audit Service
Castle Gardens
Jamestown
Island of St. Helena
13 May 2010
Dear Sirs,
This representation letter is provided in connection with your audit of the financial statements of
Bank of St. Helena for the year ended 31 March 2010 for the purpose of expressing an opinion as
to whether the financial statements give a true and fair view of the financial position of the Bank of
St. Helena as of 31 March 2010.
We acknowledge responsibility for the fair presentation of the financial statements in accordance
with the Banking Ordinance 2003, Bank of St Helena Ordinance 2003, Banking Directives (as
amended) and generally accepted accounting practice.
We confirm to the best of our knowledge and belief, the following representations:


There have been no irregularities (proven or alleged) involving management or employees
who have a significant role in internal control that could have a material effect on the
financial statements.



Internal controls are designed and implemented to prevent and detect fraud.



We have made available to you all books of account and supporting documentation.



The financial statements are free of material misstatements, including omissions.



The organisation has complied with all aspects of contractual agreements that could have a
material effect on the financial statements in the event of non-compliance. There has been
no non-compliance with requirements of regulatory authorities that could have a material
effect on the financial statements.



We have no plans or intentions that may materially alter the carrying value or classification
of assets and liabilities reflected in the financial statements.



We are not aware of any significant contingent liabilities in particular, in relation to
guarantees or letters of credit.



The carrying value of the café St Helena debt is the best estimate of the Board.

For and on behalf of the Directors of the Bank of St. Helena.
Rosemary J Bargo
Managing Director
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