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Notes 30 June 2010 30 June 2009
$ $

FUNDS EMPLOYED
Contributions 364,536,629            345,957,327              
General reserve 3 14,336,622              13,985,448                
Unclaimed deposits 4 220,121                   837,741                     
Pension pool 5 7,270,891                8,611,248                  
Asset revaluation surplus 6 33,666,960              33,666,960                

TOTAL FUNDS EMPLOYED $420,031,223 $403,058,724 

ASSETS
Cash balances 7 8,564,361                5,143,366                  
Interest receivable 13 1,210,383                2,662,451                  
Contribution debtors 14 1,407,748                55,772                       
Other debtors 15 659,274                   406,880                     
Prepayments 16 48,044                     31,458                       
VAGST 181,310                   384,824                     
Building Stock 45,551                     49,198                       
Term deposits 8 71,077,860              62,909,223                
Offshore global bond 9 3,408,897                2,931,401                  
Company shares 10 18,378,210              18,381,120                
Loans and advances 11 240,410,050            236,743,676              
Term receivable from land sale 12 4,627,179                4,654,969                  
Freehold land for sale 17 6,066,307                4,477,973                  
Property, plant and equipment 18 64,778,212              65,376,333                
Deferred costs 19 62,920                     83,893                       

TOTAL ASSETS 420,926,306 404,292,537

LIABILITIES

Sundry creditors 20 381,070                   558,827                     
Rent in Advance 12,433                     14,505                       
Deposits on land sales 12 17,500                     143,660                     
Provision for audit fees 21 49,375                     50,945                       
Provision for employee benefits 21 434,705                   465,876                     

TOTAL LIABILITIES 895,083 1,233,813

NET ASSETS $420,031,223 $403,058,724

The relevant accompanying notes form part of this Statement of Assets & Liabilities.

On behalf of the Board:

…………………………………… ……………………………………………….

CHAIRMAN and DIRECTOR CHIEF EXECUTIVE OFFICER 

SAMOA NATIONAL PROVIDENT FUND

STATEMENT OF ASSETS AND LIABILITIES

AS AT 30 JUNE 2010
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Notes 2010 2009
 $  $ 

INCOME

Interest 22 29,842,576              28,143,828
Rent 23 2,718,032                2,558,214                
Surcharges on contributions 251,924                   122,028                   
Administration charges on small loans 762,246                   762,122                   
Service fees on short term loans 210,901                   187,817                   
Dividend 912,909                   725,207                   
Gain on offshore investment 238,919                   278,480                   
Gain on disposal of fixed assets 83,302                     -                           
Gain on land sales 161,151                   43,512                     
Gain on foreign exchange 158,993                   -                           
Other income 396,675                   231,137                   

35,737,628              33,052,345

EXPENDITURE

Audit fees 41,410                     54,484                     
Board expenses 92,701                     93,609                     
Legal Fees 63,627                     26,114                     
Building maintenance – NPF 258,779                   249,764                   
Building maintenance – Brussels -                           655                          
Building maintenance – Molesi Food Court 17,549                     182,515                   
Repair & Maintenance 25 128,234                   100,151                   
Computer services costs 15,100                     18,109                     
Depreciation 18 2,072,950                1,883,885                
Directors fees 43,247                     47,970                     
Doubtful contributions -                           (130,932)                  
Doubtful loans 928                          (348,760)                  
Doubtful debts 15 (a) 146,030                   -                           
Electricity and Water Rates 279,610                   337,343                   
Insurance 107,579                   189,761                   
Local travel 103,946                   167,033                   
Overseas travel 111,412                   61,088                     
Personnel costs 4,228,197                4,459,656                
Printing and stationery 210,076                   230,772                   
Rent – third party 51,360                     51,360                     
Rent – own use 225,004                   279,201                   
Amortisation expenses 19 20,973                     20,973                     
Land sales expenses 24 64,537                     77,817                     
Loss on foreign exchange -                           467,659                   
Office expenses 331,196                   433,872                   
Other expenses 99,042                     81,309                     

8,713,487                                 9,035,408 

Excess of income over expenditure 27,024,141                             24,016,937 

Transfer to General Reserve Account 3                27,024,141                24,016,937 

 $NIL  $NIL 

The relevant accompanying notes form part of this Statement of Income and Expenditure.

SAMOA NATIONAL PROVIDENT FUND

STATEMENT OF INCOME AND EXPENDITURE

FOR THE YEAR ENDED 30 JUNE 2010
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30 June 2010 30 June 2009

$ $

Balance at beginning of year 554,319 345,403,008 345,957,327 322,263,912            

Plus:

Contribution for the year 209,809 41,234,242 41,444,051 36,997,124              

Interest on members accounts 23,469 16,044,658 16,068,127 21,725,370              

787,597 402,681,908 403,469,505 380,986,406

Less:

Withdrawals 151,803 24,681,695 24,833,498 26,178,013              

Statutory charges 270 827,534 827,804 744,519                   

Loans offset against contributions                            -   13,105,166 13,105,166 8,106,547                

Transfer to Pension Pool -                        166,408                                     166,408 -                           

152,073 38,780,803 38,932,876               35,029,079 

Due to members at 30 June 2010 $635,524 $363,901,105  $364,536,629 $345,957,327

The relevant accompanying notes form part of this Statement of Contribution Account.

SAMOA NATIONAL PROVIDENT FUND
STATEMENT OF CONTRIBUTION ACCOUNT

FOR THE YEAR ENDED 30 JUNE 2010

National Provident 
Fund 

Judiciary 
Retirement Fund 

TOTAL
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1 GENERAL

2 STATEMENT OF ACCOUNTING POLICIES

(a) General accounting policies

 

(b) Changes in accounting policies

(c) Significant accounting policies

(i) Debtors

(ii) Loans and advances

(iii) Provision for doubtful accounts

(iv) Equity investments

(v) Interest on members' contributions

(vi) Foreign Currencies

(vii) Inventory

SAMOA NATIONAL PROVIDENT FUND

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2010

The Samoa National Provident Fund (the 'Fund') was incorporated under the National Provident Fund Act 1972 (the 'Act').  
NPF is a compulsory savings scheme covering all employees in Samoa for the purposes of retirement. Parliament has 
passed the new National Provident Amendment Act 2010 which became effective 1 July 2010.

The reporting entity is the Samoa National Providend Fund  (the 'Fund').  These financial statements have been prepared, 
except where stated, in accordance with the relevant requirements of the National Provident Fund Act 1972, International 
Financial Reporting Standards as adopted by the International Accounting Standards Board (IASB), and interpretations 
issued by the Standing Interpretations Committee of the IASB.

The financial statements are prepared in accordance with the historical cost basis, unless stated otherwise, and are 
presented in Samoan Tala.  Accrual accounting is used to match income and expenditure.  Reliance is placed on the fact 
that the Fund is a going concern.

There have been no changes in accounting policies during the year.  All policies have been applied on a consistent basis 
with those used in previous years.

Debtors are stated at  their expected realisable value. Where a debt is considered to be irrecoverable, the debt is 
written off in the accounts, subject to Board approval.  When the  recoverability of a debt is in doubt, an appropriate 
amount is charged against income as provision for doubtful debts.

Loans and advances are carried at their recoverable amount represented by the gross value of the outstanding 
balance (principal plus interest) adjusted for provision for doubtful loans.  

Transactions in foreign currencies have been converted at the rates prevailing at the time of transactions.  Assets and 
liabilities in foreign currencies at year-end have been converted at rates prevailing at that date.  Exchange differences 
are reported on a net basis, and credited or charged against income.

Non performing accounts identified by Management as per the Fund's policy are subject to Board approval.  At the 
time a loan is considered non-performing and approved by Board, interest is ceased until settlement.  

Provisions for doubtful  accounts comprises a specific provision for known doubtful loan and debtor accounts. 

Provision for doubtful accounts is charged against income in the year in which they are identified.  Loans deemed to 
be uncollectible are charged against existing provisions, and subsequent recoveries, if any, are credited to income.  

Investments in company shares are stated at cost less provision for amounts which are considered to be a permanent 
dimunition in their carrying values.

In accordance with Section 25 of the Act, interest on members accounts in the National Provident Fund and Judiciary 
Reserve Fund, is calculated on the amounts standing to their credit with the Fund at the commencement of each 
financial year. An interest rate of 8% was declared for the year ended 30 June 2010 (2009: 7%)

Land held for sale are stated at cost.  Building stock are recorded at cost less any provision for stock obsolescence, and 
comprises of items purchased in bulk to maintain the Fund's many buildings.
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2 STATEMENT OF ACCOUNTING POLICIES (CONTINUED)

(viii) Property, plant and equipment

Buildings 2.5% Straight Line
Motor vehicles 25% Straight Line
Plant and equipment 25% Straight Line
Fixture and fittings 20% Straight Line

(ix) Income recognition

(x) Expense recognition

(xi) Income tax and vagst

(xii) Comparatives

3 GENERAL RESERVE 30-Jun-10 30-Jun-09
$ $

Balance at 30 June 2009 13,985,448      13,575,250       
Add :
Statement of income and expenditure 27,024,141      24,016,937
Statutory charges 827,804           744,519            
Transfer from unclaimed deposits account 571,928           656                   

42,409,321 38,337,362
Deduct :
Death benefit paid 852,670           662,297            
Interest 4% credited to members accounts 16,068,127      21,725,370       
Dividend payout 4% 10,644,398      -                    
Transfer to pension pool -                   587,480            
Loan interest adjustment -                   856,475            
Loan recovery payment 1,533               -                    
Bonus 4% on withdrawal and/or death 505,971           520,292            

28,072,699 24,351,914

Balance at 30 June 2010 $14,336,622 $13,985,448

4 UNCLAIMED DEPOSITS 30-Jun-10 30-Jun-09
$ $

Balance at 30 June 2009 837,741           851,584
Portion identified during the year (214,548)          (143,513)           
Unclaimed deposits during the year* 168,856           129,670            
Transfer to General Reserve (571,928)          -                    

Balance at 30 June 2010 $220,121 $837,741

*

Property, plant and equipment are stated at cost less accumulated depreciation, except for land and buildings which 
are stated at valuation.  Depreciation is calculated to write off cost of assets over their estimated useful lives. The 
rates and methods of depreciation for each class of property, plant and equipment are as follows:

Interest income is generally recognized on an accrual basis and is recognised in the income statement on a monthly 
basis.  Fees and direct costs relating to loan origination, financing or restructuring and to loan commitments are 
recognised upon drawdown of funds.

Property that is being constructed or developed for future use is classified as work inprogress under property, plant and 
equipment and stated at cost.  Depreciation is not charged until construction is completed and in use.

Rental income is also recognised on an accrual basis and invoiced on a monthly basis.  Dividend revenue from 
investments is recognised when shareholder's right to receive payment has been established.  

Where necessary, comparative figures have been re-grouped to be in line with changes in presentation for the 
current year.

All expenditures are recognised in the income statement on an accrual basis.

These deposits are established under Section 25(4) of the National Provident Fund Act 1972.

The income of the Fund is exempted from income tax under section 54 of the Act, and all income and expenditure 
relating to rental operations are disclosed exclusive of Value Added Goods and Services Taxes.

Unclaimed deposits represents unidentified contributions after reasonable diligent enquiries have failed to determine the 
members to whose accounts the credits should have been made.  Investigations are currently being undertaken to identify 
members' accounts to be credited.
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5 PENSION POOL 30-Jun -10 30-Jun -09
$ $

Balance at 30 June 2009 8,611,248        8,668,687         
Transfer from Asset Revaluation -                    330,170            
Transfer from General Reserve -                    587,480            
Dividend payments (549,513)          -                    
Pension paid to pensioners (978,966)          (983,173)           
Pension redemption 21,714             8,084                
Pension capitalisation 166,408           -                    

Balance at 30 June 2010  $7,270,891 $8,611,248

6 ASSET REVALUATION SURPLUS  30-Jun -10 30-Jun -09
$ $

Balance at 30 June 2009 33,666,960      33,997,130       
Additional revaluation surplus for the year -                       -                         
Transfer to pension pool -                       (330,170)           

Balance at 30 June 2010  $33,666,960 $33,666,960

7       CASH BALANCES 30-Jun -10 30-Jun -09
$ $

Petty cash 488                  488                   
ANZ Bank (Samoa) Ltd 1,780,501        851,387            
Westpac Bank Samoa Ltd 5,743,798        3,578,374         
National Bank of Samoa 337,192           265,897            
Samoa Commercial Bank 378,912           242,085            
Fortis Bank - Brussels 231,500           115,363            
ANZ Bank Samoa (NZD) 91,970             89,772              
Total cash balances $8,564,361 $5,143,366

8       TERM DEPOSITS 30-Jun -10 30-Jun -09
$ $

ANZ Bank (Samoa) Ltd 8,196,862        11,500,000       
Westpac Bank (Samoa) Ltd 15,000,000      16,000,000       
National Bank of Samoa Ltd 17,000,000      15,150,000       
Samoa Commerical Bank Ltd 18,845,863      7,800,000         
Westpac Bank (NZD) 53,842             51,953              
Fortis Bank (Brussels) 311,293           357,270            
Housing Financing Deposit-ANZ  Bank Ltd 390,000           500,000            
Housing Financing Deposit-Westpac Bank (Samoa) Ltd 8,000,000        8,000,000         
Housing Financing Deposit- Housing Corporation** 3,280,000        3,550,000         

Balance at 30 June 2010  $71,077,860 $62,909,223

9       GLOBAL BOND  30-Jun -10 30-Jun -09
$ $

Balance at year end: $3,408,897 $2,931,401

Represents contributions from members who have reached 55 years of age and over, and who have become pensioners.  
These members' balances are transferred out of their contribution accounts and into the pension reserve as redemption and 
capitalisation. 

The term deposits are invested over different periods ranging from 6 months to 2 years, and at interest rates ranging from 
2.5%  to  9.75% per annum.  The average interest rate has dropped from 9% to 3% per annum.

**  Deposited for a 15 year term earning an interest rate of 8.5% per annum.  

Current market value of the offshore investment equates to AUD$1,577,297 (2009: AUD$1,390,656).  This investment is 
managed by BT Financial Group in Australia.

Revaluation surplus relates to revaluation of land and buildings.  Also refer Note 16. 
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10     COMPANY SHARES The Fund's 30-Jun -10 30-Jun -09
Shareholding  $ $

Desico Samoa Ltd 66% 1,350,000        1,350,000          
Computer Services Ltd 67% 1,101,750        1,101,750          
Medcen Samoa Holdings Ltd 22% 458,000           458,000             
Pacific Venture Capital 2,910               2,910                 
Aggie Grey's Beach Resort 38% 14,500,000        14,500,000        
CSL Mobile Ltd 50% 2,776,460        2,776,460          

20,189,120 20,189,120

Less Provision for Diminution of Shares:  
Desico Samoa Ltd (1,350,000)        (1,350,000)        
Medcen Holdings (458,000)          (458,000)            
Pacific Venture Capital (2,910)              -                    
Carrying value of shares $18,378,210 $18,381,120

10(a) Movement per provision:
Opening balance 1,808,000        1,808,000          
Additional provision during the year 2,910               -                    
Ending balance 1,810,910        1,808,000          

11     LOANS AND  ADVANCES 30-Jun -10 30-Jun -09
$ $

Small loans 140,052,826    133,583,370     
Short term loans 15,101,656        11,255,765        
Large loans and advances 89,452,194        97,458,600        

Gross loans and advances 244,606,676 242,297,735
Deduct provision for suspended interest (4,174)              -                    
Deduct provision for doubtful loans (4,192,452)        (5,554,059)        

Net loans and advances $240,410,050 $236,743,676

Due within one year 60,708,200        52,762,577        
Due beyond one year 183,898,476    189,535,158     

Gross loans and advances $244,606,676 $242,297,735

11(a) Movement per provision for doubtful loans:
Opening balance 5,554,059        6,482,806          
Additional provision during the year 424,553           279,793             
Reverse overprovision to income (423,624)          (628,553)            
Loans written off against provision (1,362,536)        (579,987)            
Ending balance 4,192,452        5,554,059          

12     TERM RECEIVABLES FROM LAND SALES  30-Jun -10 30-Jun -09
$ $

Land debtors 4,627,179        4,654,969          
Land deposits (17,500)             (143,660)            
Net land debtors $4,609,679 $4,511,309

Term receivables are charged interest at 10% per annum for a repayment period of ten years.  Legal transfer of title is not 
made until the full price of the land plus outstanding interest have been paid.

Members can borrow 50% of their SNPF contributions.  These small loans are charged interest at 9.5% per annum and 
this change was effective in February 2005.

Short term loans allow active members to borrow 10% of their contributions apart from their usual 50% small loan 
entitlements at a fixed interest rate of 13% for a term of 2 years. 

Interest on large loans is charged at an average rate of 11% (with 2% penalty for arrears) except special purpose loans 
such as to the Public Trust office and the Housing Corporation which are charged with a lower rate of 9%. 
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13     INTEREST RECEIVABLES 30-Jun-10 30-Jun-09
$ $

Term deposits $1,210,383 $2,662,451

14     CONTRIBUTION AND SURCHARGE DEBTORS 30-Jun-10 30-Jun-09
$ $

Amounts due from employers 1,776,816        424,840            

Deduct provision for doubtful contribution (369,068)          (369,068)           

Balance at 30 June 2010 $1,407,748 $55,772

15     OTHER DEBTORS 30-Jun-10 30-Jun-09
$ $

Other debtors 1,173,134        774,710            

Deduct provision for doubtful debts (513,860)          (367,830)           

Balance at 30 June 2010 $659,274 $406,880

15 (a) Movement per provision for doubtful debts:

Opening balance 367,830           367,830            

Additional provision during the year 146,030           -                    

Ending balance 513,860           367,830            

16     PREPAYMENTS 30-Jun-10 30-Jun-09
$ $

Insurance 47,481             20,397              

Rent -                   11,061              

Others 563                  -                    

Balance at 30 June 2010 $48,044 $31,458

17     FREEHOLD LAND FOR SALE 30-Jun-10 30-Jun-09
$ $

Fugalei land 1,801,236        3,193,100         

Vaitele land 1,501,113        201,113            

Malololelei Subdivision 2,409,500        9,500                

Saleimoa Subdivision 354,458           674,260            

Balance at 30 June 2010 $6,066,307 $4,077,973

18     PROPERTY, PLANT AND EQUIPMENT

Ending Accumulated Ending Depreciation
Cost Depreciation WDV Charged

30 June 2010

Land 25,719,137     -                    25,719,137      -                    

Buildings 41,301,867     5,056,924         36,244,943      1,068,004         

Motor vehicles 992,890          681,155            311,735           186,919            

Plant and equipment 4,798,589       3,956,806         841,783           413,187            

Fixtures and fittings 2,747,259       1,473,782         1,273,477        404,840            

Development in progress* 387,137          -                    387,137           -                    

$75,946,879 $11,168,667 $64,778,212 $2,072,950
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18     PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Ending Accumulated Ending Depreciation
Cost Depreciation WDV Charged

30 June 2009
Land 25,504,665     -                    25,504,665      -                    
Buildings 41,117,755     4,050,276         37,067,479      1,027,942         
Motor vehicles 1,234,570       852,969            381,601           239,019            
Plant and equipment 4,922,845       4,025,074         897,771           359,912            
Fixtures and fittings 2,593,757       1,068,940         1,524,817        257,012            

$75,373,592 $9,997,259 $65,376,333 $1,883,885

30-Jun-10 30-Jun-09
Reconciliation per property, plant and equipment: $ $
Opening book value 65,376,333      65,842,443       
Additional assets purchased during the year 2,781,211        1,417,774         
Disposals of assets (2,207,923)       (2,761)               
Depreciation charged for the year (2,072,950)       (1,883,885)        
Accumulated depreciation reversed upon disposal 901,541           2,762                
Ending book value $64,778,212 $65,376,333

19     DEFERRED COSTS 30-Jun-10 30-Jun-09
$ $

Computer system development - Book value 83,893             104,866            
Deduct amortisation for the year (20,973)            (20,973)             

Balance at 30 June 2010 $62,920 $83,893

20     SUNDRY CREDITORS 30-Jun-10 30-Jun-09
$ $

Retention 222,607           316,704            
Land and Investment refunds 34,599             76,087              
Accrued expenses 105,077           134,288            
Other creditors 18,787             31,748              

Balance at 30 June 2010 $381,070 $558,827

21     PROVISIONS 30-Jun-10 30-Jun-09
$ $

(i) PROVISION FOR AUDIT FEES
Lesa ma Penn 25,300             31,395              
Audit office 24,075             19,550              

Balance at 30 June 2010 $49,375 $50,945

(II) PROVISION FOR EMPLOYEE BENEFITS
Long service and sick leave 165,989           239,725            
Management bonus for end of contract 268,716           226,151            

Balance at 30 June 2010 $434,705 $465,876

Audit Fees Employee Total

21(a) Movement per provision: Benefits
Opening balance 50,945            465,876            516,821           
Additional provision during the year 35,575            155,210            190,785           
Payments from provision (37,145)           (186,381)           (223,526)          

Ending balance 49,375            434,705            484,080           

The second revaluation of lands and buildings was carried out in 2005 pursuant to a Board Resolution. However, as further 
clarifications and splittings were required from valuer at that time, the amendments to fixed assets took place in 2008 and 
backdated to 2005.  This was undertaken to establish fair market for the purpose of financial reporting. Kaisara Real Estate 
Management, a local valuer was awarded with this assignment. The exercise was performed in accordance with Generally 
Accepted Accounting Practices and relevant valuation standards

*Molesi project and the Samoa Tourism Authority building were developments in progress at year end.
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22     INTEREST INCOME 30-Jun -10 30-Jun -09 
$ $

Interest charged to income arising from:
Term deposits 3,292,772        4,194,658         
Housing Schemes 1,004,097        1,012,785         
Loans and advances 24,948,118      22,395,618       
Term receivables on land sales 540,385           487,505             
Current and offshore bank accounts 57,204             53,262              

Total interest charged to income for the year $29,842,576 $28,143,828

23     RENT INCOME 30-Jun -10 30-Jun -09 
$ $

NPF Building - Third parties 473,349           362,344             
NPF Building - Own use 225,004           279,201             
Brussels Building 154,026           169,091             
Yazaki Building 843,666           843,666             
Molesi Building 425,109           425,109             
Molesi Food Court 242,523           301,723             
Ululoloa compound 21,000             20,200              
Digicel 2,500               2,500                
Motootua Building 50,180             54,380              
Fesili Complex 50,000             95,000              
Desico 149,675           -                     
Fugalei property with Hotel 75,000             -                     
Industrial Land 6,000               5,000                
Total rent income for the year  $2,718,032 $2,558,214

24     LAND SALES EXPENSES 30-Jun -10 30-Jun -09 
$ $

Land Subdivision 24,104             76,158              
Loss on repossessed land 40,433             1,659                
Total land sales expenses for the year $64,537 $77,817

25     REPAIRS AND MAINTENANCE 30-Jun -10 30-Jun -09 
$ $

Molesi 31,020             20,720              
Ululoloa 108                  6,668                
Vaitele 37,452             3,003                
Molesi Food court -                   5,161                
Office equipment and computer 59,654             64,599              
Total repairs and maintenance for the year $128,234 $100,151

26     CONTINGENCIES

27     COMMITMENTS

28     SUBSEQUENT EVENTS

The Directors are not aware of any significant contingent liabilities at 30 June 2010 (2009: Nil). 

The Fund was committed to lend $10,215,863  during the year, of which $141,919 remains undrawn.  A $50million budget 
was approved for the Molesi Project.

The directors are not aware of any matter or circumstances not otherwise dealt with in the financial statements that have 
significantly or may significantly affect the operations of the Fund, the results of those operations or state of affairs of the Fund 
in subsequent years. (2009 : NIL)
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29     ACTUARIAL REVIEW

30     RISK MANAGEMENT DISCLOSURES

(i) Credit Risk

(ii) Liquidity Risk

(ii) Interest Rate Risk

(ii) Foreign Exchange Risk

Credit risk refers to the risk that a customer will default on its contractual obligations resulting in financial loss to the Fund. 
The Fund’s primary exposure to credit risk arises from its lending and investing activities.  The Fund has strict policy 
guidelines in dealing with credit worthy customers and obtaining sufficient collateral  to mitigate the risk of financial loss. 
Credit risk is also closely monitored by the Internal Auditor through regular and independent reviews designed to test quality 
of credit exposures and to ensure compliance with Fund policies. These reviews are administered by the Audit Committee. 

Liquidity risk arises in the general funding of the Fund’s activities. It includes both the risk of being unable to fund assets at 
appropriate maturities and rates, and the risk of being unable to fund settlements on contribution accounts in an appropriate 
time frame.

Interest rate risk arises from the change in interest rate causing fluctuations in the fair value of financial instruments and their 
liability funding. These mismatches may be due to timing differences in the repricing of the asset and liability. The Fund’s risk 
management strategy aims to actively monitor these mismatches to minimize the effects on interest rate risk. 

Foreign exchange risk is the risk to earnings and value caused by a change in foreign exchange rates. Foreign exchange 
mismatches can arise from the day-to-day purchase and sale of foreign currency, from trading positions taken from deposit 
activity in foreign currencies. Management closely monitors these transactions on a daily basis.

The review is performed every three years, and a recent review was carried out by Crosby Business Partners Ltd  in May 
2009 for period ended 30 June 2008.    Valuer indicated that the Pension Reserve Account is in a satisfactory position.

This section outlines the Fund’s exposure to financial risks and describes the methods used by management to control these 
risks. The primary risks are those of credit risk, liquidity risk and market risk (interest rate, foreign exchange).


