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C/- Vanuatu National Provident Fund
P.O. Box 420
Port Vila

17 October 2017

Hon. Minister of Finance & Economic Management
Ministry of Finance & Economic Management

PMB 9058

Port Vila

Dear Hon. Minister,

Re: VNPF 27" Annual Report

In accordance with Section 21(1) of the VNPF Act [CAP 189], | am pleased to
present to you VNPF’s Annual Report for the year ending 31 December 2015.

Yours faithfully,

ALAIN LEW
Chairman
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2015 HIGHLIGHTS

x For the fund total comprehensive income of Vt628.58 million compared to a
comprehensive loss of (Vt415.79 million) in 2014.

x For the Group total comprehensive income of Vt434.64 million compared to a
comprehensive loss of (Vt229.37 million) in 2014.

x  For the fund increase in total investment income by 21% from Vt759.31 million
in 2014 to Vt919.41 million in 2015.

x For the Group increase in total investment income by 52% from Vi626.84
million in 2014 to Vt950.63 million in 2015.

x For the Fund reduction in direct investment expenses by 90% from (Vt716.21
million) in 2014 to (Vt69.05 million) in 2015.

x For the Group reduction in direct investment expenses by 27% from (Vt313,85
million) in 2014 to (Vt228.52 million) in 2015.

x For the Fund reduction in administrative and other expenses by 27% from
(Vt496.16 million) in 2014 to (Vt363.51 million) in 2015.

x For the Group reduction in administrative and other expenses by 22% from
(Vt578.06 million) in 2014 to (Vt452.16 million) in 2015.

x For the Fund reduction in General Reserve Deficit balance to (Vt220.56
million) in 2015 from (Vt757.97 million) in 2014.

x  For the Group reduction in General Reserve Deficit balance to (Vt188.41
million) in 2015 from (Vt531.89 million) in 2014.

x  VNPF Response to State of Emergency Relief to payout 20% for over 21,000
Members Contributions from their Retirement account. The operations lasted
for over three months with a total payout of Vt1. 721 billion.

x  Contributions collections summed up to VT1.649 billion compared to Vtl1.612
billion in 2014, an increase of Vt37 million. It is an achievement despite the
effect of PAM on business operations which lasted until mid-year.

x  Acquisition of shares at in UNELCO company at 14.40% for Vt504,076
million.

x Redundancy of four Executive roles and creation of Director Fund
Management position.
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ABOUT US

Our Vision
A growing, sustainable, well managed, accountable, social security fund serving the
best interests of Ni-Vanuatu.

Our Mission

To identify and administer social security
benefits that improves the economic and
social welfare of Ni-Vanuatu. It is also to
invest in assets that generate a real return
to the fund and makes significant
contribution towards a just society of
educated, healthy, wealthy Ni-Vanuatu and
other eligible fund members.

Our Core Values

1 Dedicated to the Fund members and customers;

1 Transparency and integrity in fund management and
decision making;

Creativity;

Accountability to the Fundos
Team work with all key stakeholders;

Commitment to human capital development;

Forward looking; and

Sustainability.
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CHAIl RMANGS STATEMENT

On behalf of the Vanuatu National Provident Fund Board, | take pleasure in
presenting this report, together with its audited financial statements for the financial
year ended 31 December 2015. Although | was not the Chairman during this period,
| was part of the VNPF Board.

2015 was an historical year where the Fund was allowed by the Board on a request

by the then Minister for Climate Change, Adaptation, Meteorology and Geo-Hazards,

the Honourable James BULEtoal | ow a parti al withdrawal 0
savings following the onset of a natural disaster, Tropical Cyclone Pam.

The VNPF being the main social protection agency was happy to engage the

majority of its staff in the project to pay out 2000 of Me mber sé savings bet w
and June. The payouts lasted for three months and the Board was happy to note

that apart from the assistance from Government and other donor partners to

Members in the geographical areas affected, we believe the payouts contributed

towards bringing a positive impact on Members livelihoods.

The total amount of funds paid out to over 21,000 Members from their retirement
accounts was approximately VT1 . 7 bi I | i on, and this was dr a:
currency term deposits.

The year 2015 was another significant year with some major changes in in the
Executive Staff. During this year the Fund noted the departure of four members of
the Executive team which were the Director Corporate Services, Director Members
Services and Compliance, Director Investments and the Chief Financial Officer.
Following a restructure of the organization, a new Executive Director to the position
of Director Funds Manager was recruited. 2015 also saw changes in Board
Membership twice.

The 2015 financial statements of the Fund have been extensively reviewed following
the engagement of new external auditors and international firm; KPMG. Their review
also rectified the earlier financial statements of 2014 financial statements and these
have been accepted in this report.

Although 2014 saw a loss of VT418,792,000, but 2015 showed signs of improvement
with a net profit of VT628,575,000 in benefits accrued. The consolidated result for
the Group (VNPF & subsidiaries) was a profit of VT434,644,000 compared to a loss
of VT229,371,000 in 2014.

During the year, VT13,281,000 was paid out to members in the form of interim
interest on withdrawals from the General Reserve Account. However, no amounts
were credited to members in the form of annual interest. Compared to 2014, VT11,
733,000 was paid out to members in the form of interim interest on withdrawals and
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VT196, 421,000 was credited in the form of annual interest from the General
Reserve Account. However, it was a concern for the Board not to pay any annual
interests to members.

The Board would like to assure all members that their savings will be protected
under every circumstance. Special effort will be made to ensure that there will be no
future lapses in our role.

A
ALAIN LEW [ . —

Chairman




FY2015 Numbers

FY2011-2015: Summary of Key Indicators
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2011 2012 2013 2014 2015
New Employer 257 366 398 471 216
New Membership 1,781 2,322 2,285 2,391 2,374
Total Membership 51,326 52,840 55,194 53,989 56,310
Total Employer 3,487 3,853 4,012 4,487 3,188
Total Members Balance (VT) 14,246,635,000 | 15,007,341,271 | 16,314,919,815 | 17,154,623,646 | 16,075,606,944
Total Members Funds (VT) 14,276,564,000 | 15,404,696,000 | 16,301,489,000 | 17,336,680,000 | 16,086,233,000
Contributions (VT) 1,403,340,000 1,454,179,517 1,544,763,254 1,612,050,370 1,636,356,762
(V\V/i_}_f;drawals 503,020,930 | 666,778,897 661,095,605 727,252,511 896,145,886

20% PAM SOE Relief

1,721,100,000

Sy

B

FY2011-2015: Summary of Member Withdrawals

Grounds of Withdrawals 2011 2012 2013 2014 2015

55 years and over(VT) 332,664,967 402,754,099 463,119,393 486,773,725 619,395,300
Death (VT) 51,726,255 79,037,018 68,178,735 64,254,847 95,322,783
Immigration (VT) 66,006,523 145,444,409 76,661,863 92,989,994 108,187,347
Incapacitated (VT) 39,379,014 25,874,159 40,479,001 71,345,531 59,325,741
Special Death Benefit (VT) 13,242,160 13,667,200 12,654,600 11,886,400 13,912,700
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VNPF FINANCIAL STANDING

VUV(000,000)
Year 2000 200 | 200 | 200 | 200 | 200 | 200 | 2007 | 200 | 2009 | 201 | 2011 | 2012 | 2013 | 2014 | 2015
1 2 3 4 5 6 8 0
Total 124 181 | 253 | 315 | 352 | 412 | 437 | 399 | 644 | 722 | 817 | 913 | 1,0 1,1 701 | 11
Income 03 58 18
Governme 325
nt Grant
Total 99 122 | 180 | 252 | 170 | 152 | 210 | 236 | 216 | 376 | 337 | 438 | 1,0 677 | 931 | 684
Expenditur 67
e
Net Income | 25 384 | 73 63 182 | 260 | 227 | 163 | 428 | 346 | 480 | 475 | 64 481 | (229 | 435
)

Interest 15 21 44 76 141 | 221 | 257 | 295 | 347 | 448 | 511 | 658 | 427 | 8 208 | 13
credited to
members
Annual(Al)l | 3% 3% | 3% | 3% | 3% |4% | 4% | 4% | 4% |45 | 45 | 525 | 3% 1.25
nterest % % % %
rates
Net 10 363 | 29 13 | 41 39 (30 | (13 | 81 (10 | (31 | (183 | (49 | 473 | (21) | 422
Surplus/De ) ) 2) 2) ) ) 1)
ficit
General (345) | 18 a7 34 76 115 | 85 80 161 | 59 27 (156 | (64 | (17 (531 | (18
Reserve ) 8) 5) ) 8)
Account

© VANUATU NATIO:@ \
~ " PR™ VIDENT <UND’ |

; ))' } / /
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BOARD OF TRUSTEES

The VNPF Board of Tr uisabedy sorpgrdie ebtablisizzd anded 0 )
Section 2(1) of the VNP ByWtodof JecignB ofth8Act, (it he
the Board of Trustees is composed of six (6) members who are appointed by the

Minister of Finance where by each member represents different employment sectors.

Prior to 29 September 2015 the Board of Trustees was composed of six (6)
members:

Name Representative Commencement Date Date Terminated
Simil Johnson Chairman 27 November 2014
Government Rep
Alain Lew Deputy Chairman 23 September 2014
Employer Rep
Makin Valia Member 13 June 2013
Government Rep
Ephraim Member 28 June 2013
Kalsakau Employee Rep
Willie Ben Karie Member 23 September 2014
Employer Rep
Henlyn Saul Member 19 December 2014 24 August 2015
Employee Rep (resigned)
Santos Vatoko  General Manager &
ex officio

Pursuant to the VNPF Act, the Board is mandated to meet at least four times in any
12 month period but not more than once every month. (Refer to table for details of
number of Board sittings in 2015) In 2015 the Board had four (4) ordinary sessions
and seven 7 special Board Sittings.

As stipulated by the Act the prescribed Board meeting fees as per each member is
VT20, 000, per sitting.

The functions of the Board are prescribed by the Act mandating the Board to make
internal rules regulating its procedures. For this reason the Board Charter stipulates
the appointment of the Sub-Committees defining their roles and responsibilities.

INTERIM BOARD

On 29 September 2015 the Board was temporarily suspended. .
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Subsequently, an Interim Board was appointed on 28 October 2015.

Composition of Interim Board

Board Members Representative

Letlet August Government
John Ezra Government
Ronald Warsal Employee
David Russet Employer
Andrew Leong Employer
Vacant Employee

Santos Vatoko GM & Ex Officio

2015 Board Sittings

Commencement date
28 October 2015

28 October 2015

28 October 2015

24 November 2015

24 November 2015

Sittings Board Interim Board
Ordinary 4 1
Special 7 1

2015 Board Sub-Committees

Board Remuneration Committee
Committee Members

Willie Ben Karie (Chairman)
Ephraim Kalsakau

Makin Valia

Jonathan Law

Santos Vatoko (GM)
Hollingsworth Ala (DCS)

Tender Committee Members
Santos Vatoko

Simil Johnson

Hollingsworth Ala Ngwele
Paul Kaun

Heather Lini-Leo

Kensly Ham

Krishnamurti Natarajan

2015 Board Sub-Committees meetings

a) Investment Committee, Nil

b) IT Committee, Nil

¢) Remuneration Committee, 1 meeting
d) Tender Committee, 1 meeting

e) Audit Committee, Nil

Representatives

Employer Rep
Employee Rep
Government Rep
Independent Member
Ex Officio

HR

Designation
General Manager

VNPF Board rep

Director Corporate Services
Director Investments
Manager Legal Section
Risk Management Officer
Chief Financial Officer
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2015 November Interim Board Sub-Committees

Investment Committee Audit Committee

Andrew Leong i Chairman David Russet - Chairman

John Ezra i Member John Ezrai Member

Ronald Warsal i Member Ronald Warsal i Member

David Russet - Member Serah Obed - Independent Member
Santos Vatoko i GM & Ex Officio Muriel Herbert - Ex officio member.

Viliame Baleitavua i DFM & Ex Officio

IT Committee Remuneration Committee
David Russet i Chairman Andrew Leong i Chairman
John Ezra i Member John Ezra1 Member
Ronald Warsal T Member Ronald Warsal T Member

Fred Samuel i Independent Member Santos Vatoko i GM & Ex Officio
Sailosi Rezel i Ex Officio Member
Doreen Lango 1 Ex Officio Member

The Board Sub-committee sitting allowances are compensated on an hourly fixed
rate as prescribed by the Board Charter. The Chairman of the Board Sub-Committee
receives VT12,000 per hour and Members receive VT10,000 per hour.

Corporate Governance

The Board and all employees owe the highest standard of duty to uphold
governance and ethics as fundament al
objectives in a manner that adds value to the organization and is simultaneously
beneficial to all its stakeholders.

More so, the Board sets the strategic direction of the Fund and oversees its overall
conduct while the Management is responsible for the day to day business

el

eme

operations. The Fundds business operations

controls so that strategies and policies are effectively carried out.

2015 Board Approved Policies

No Policy Owner Approved Date

1 VNPF Standard Procurement Procurements 9 July 2015
Process Mapping, Guidelines = Department
& Procedures

a
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MANAGEMENT TEAM

The VNPF Management team consisted of five (5) Executive members and eleven (11)
Managers.

Executive

Santos Vatoko - General Manager

Hollingsworth Ala i Director Corporate Services

Paul Kaun (Outgoing), - Director Investments Division
Viliame Baleitavua (New) i Director Funds Management
Denny Gaua i Director Member Services and Compliance
Raj Natarajan Krishnamurti i Chief Financial Controller
Aileen Leodoro i Board Secretary

Linges Jones i Manager Human Resource

Sailosi Rezel 1 Manager Information Technology
Support Services

Eniel Johnson i Manager Finance

Doreen Leona Lango i Manager Member Services
Jackson Lessa i Manager Compliance

Heather Lini i Manager Legal (Deceased)

Tony Benjiman i Manager Procurement

Muriel Herbert i Manager Internal Audit

Patricia  Kalpokas i Manager Marketing &
Communications
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TROPICAL CYCLONE PAM WITHDRAWALS

After Tropical Cyclone Pam on 13" March 2015, the Vanuatu Government declared
through Order No. 16, a State of Emergency Relief through the Minister of Climate
Change, Adaptation, Meteorology and Geo-Hazards, the Honourable James BULE.
Order 16 made on 20" March 2015 instructed VNPF to facilitate Members
withdrawals of 20% of their contributions from their Retirement Accounts as some
form of assistance from the effects of TC Pam.

Subsequently, a VNPF Response team was immediately set up to implement the
Order. Within a week all processes were established and a system was built in-
house known faitateonRhiirsiigals &nd its workflow processes.

Over 21,000 Members out of an approximate total of 31,000 active Members
withdrew their funds and were paid either by cash, Cheques, Bank deposits or
money transfers. A total of VT1.721 billion was paid out to members from their
individual Retirement Accounts. The service was delivered to every eligible member
who lived in Vanuatu and abroad.

20% PAM PAYOUT RECORDS

Island Member Total Funds Payout

Counts (vT)
Ambae 282 22,362,520
Ambrym 198 10,959,550
Aneityum 15 1,751,830
Banks 223 13,603,910
Emae 16 889,910
Epi 95 6,732,590
Erromango 5 485,170
Futuna 14 1,396,480
Gaua 1 5,510
Maewo 71 3,881,700
Makira 3 69,540
Malekula 797 58,866,307
Paama 84 4,361,430
Pentecost 351 26,561,246
Santo 3693 247,782,314
Tanna 609 51,130,358
Tongariki 13 452,350
Tongoa 86 3,451,400
Efate 15,078 1,266,659,223
TOTAL PAYOUTS 21,634 1,721,403,338

20% PAM RELIEF: SUMMARY OF EXPENSES
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ltem ' Costs (VT)

Traveling Expenses 6,290,000
Vehicle Fuel 324,688
Staff Amenities 2,046,790
Staff Salary 15,851,364
Total Expenses 24,512,842

The normal business of the Fund was suspended for 3 months as a consequence of
the withdrawals and gradually the Fund resumed normal operations in the month of
June and July of the year. Few withdrawals were still made up to the end of July
which was actually the cut-off date to stop processing of withdrawal applications.

The Board of VNPF wishes to acknowledge various Stakeholders who were directly
involved towards the success of VNPF 20% Pam State of Emergency Relief payout,
namely;

Vanuatu Police Department
Government Ministries and Departments
VMF
Security Companies
Commercial Banks
RBV
Internal Affairs Ministry & Departments
Airline Industry
Shipping Industry

. Area Councils

. Churches

. Communities

. Chiefs

©OoNo O~

el
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INTERNAL AUDIT

The Internal Audit is responsible to advise all levels of management and the Board through

the Audit Committee on the quality of the Fundo&

effectiveness of Risk Management, Control and Governance processes.

Management on the other hand is responsible to ensure that adequate operating and
financial controls are in place and are working effectively and efficiently, and that Internal
Auditds assessments of these controls do not
responsibilities assigned to them.

For the 2015 financial period, the Internal Audit Annual Activity Plan was adversely affected

and not fully achieved as anticipated as a result of a Management and Board decision to
suspend the Fund®os n o€ RMM payouseurirgthe eriosl frodhMarcht o T
to October 2015.

Nevertheless, we are pleased to advise that the issues raised in the internal audit reports
released in 2015 were being actioned and rectified by the Management.

RISK SECTION

Risk Management

Risk Management is an integral function of the Fund whereby risks are identified, analyzed
and evaluated on an ongoing basis. A system has been set up to monitor and manage risks.
In the opinion of the Trustees the risk management system is operating effectively.

Reserve Bank of Vanuatu (RBV) Prudential Supervision

Under the Reserve Bank of Vanuatu (RBV) Prudential Guidelines, the Fund is required to
submit prudential returns on a quarterly basis. The returns contain the Funds Financial
Position and Performance, Directly held Investments, Derivative Financial Instruments and
all the Exposure Concentration of the Fund.

The RBVY also conduct s annual onsite reviews
operations and provide suggested corrective measures on any issues identified. The
Management is effectively addressing issues to ensure that compliance with the RBV
Prudential Guidelines always prevails.
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Ethical Standards

The Fund ensures that best organizational principles, practices and norms are maintained
and applied in all levels of management including the Board of Trustees, Management, Staff
inclusive of the Financial Members and Stakeholders. The internal Policies and Procedures
that govern the organizational principles, practices and norms are, but not limited to;

1. Board Code of Conduct
2. VNPF General Orders
3. Staff Code of Contact
4. Whistling Blowing Policy
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MEMBER SERVICES

The operations of Member Services department is crucial to the Fund, as it undertakes the
core functions of VNPF stipulated in the VNPF Act for registrations of members, collections
of contributions and payout of member s o
membership database system that stores records and administers the process to enhance
its operations and provide statistical reports.

2011-2015 Total Members Balance (Vtbillion)

2,000

4
1,500
1,000

500

2013
Year

Vtbillion

2011 2012 2014 2015

Membership

2011-2015 New Membership

Despite the impact of TC PAM on
business operations VNPF managed to

:: register a total of 2,374 new
5 w0 | memberships in 2015 compared to
i 2,391 memberships registered in 2014.
g

2013 2015

Year

2011 2012 2014

Contributions

2011-2015 Contributions (Vtbillion)
/, Total contributions collections
ol g increased by 2% from VTI,
= v 611,520,469 in 2014 to VTI1,
P 638,398,859 in 2015, a short fall of
F w7 3% from 2015 budget figures of VT1,
=1 684,000,000.

Withdrawals

2011-2015 Withdrawals (Vtmillion)

The total member payouts under
the four withdrawal grounds had
increased by 23% fromVTt715,
364 097 in 2014 to

Vmillion

SEEEERREE

2013
Years

2011 2012 2014

benef.i
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VT882, 231,171 in 2015. A total of 1,317 members withdrew in 2015 compared to
1,132 in 2014.

Overall, withdrawal on four grounds constituted 54% of the total funds collected
during the year.

Retirement

In 2015 a total of 1003 members withdrew their funds upon reaching retirement age of 55
years compared to 803 in 2014. There was an increase of 27% from VT486, 773,725 in
2014 to VT619, 395,300 in 2015.

Migration
The statistics shows 116 members withdrew a total of VT108, 187,347 in 2015 compared to
126 members that withdrew VT92, 989,994 in 2014.

Incapacitation

A total of VT59, 325,741 was paid to 81 members who were medically certified to be
physically and mentally incapacitated from engaging in further employment. This is less than
93 members who withdrew in 2014 with a total withdrawal amount of VT71, 345,531.

Death
In 2015 a total payout of VT95, 322,783 was paid to nominees under death claims. This
shows an increase of 48% from VT64, 254,847 in 2014.

Special Death Benefit
Members who passed away during employment were paid their Special Death Benefits

(SDB) to their nominees. A total of 117 members were paid SDB amounts of VT13, 912,700
compared to 64 in 2014 value at VT11, 886,400.

Employers
Employer registrations shows a
Lt E AL O 5 decrease by 55% total to 216 in 2015
" compared to 471 registrations made in
450 2014.
400
'g 350
B o Unidentified Contribution
iP5
100 Total unidentified contributions
. recorded in 2015 were VT23, 929,003.
2011 2012 2013 2014 2015 . . . . .
Your This is due to incomplete information

provided by the employers to the Fund.
It is important that employers are aware of VNPF and Bank payments procedures for
contributions.
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Contribution Debtors

Total outstanding contributions for 3,726 defaulted employers summed up to VT887,
825,853 of which 2,844 was for active employers which totaled to VT791, 487,932.

Data Integrity Project

The issues relating to data integrity in the current membership system were identified and
documented in 2013 for VNPF and implemented in October of 2015. A team was formed
internally and is assigned with roles and responsibilities to undertake the project. To
enhance the management, reporting and workflow of the project, an interactive system was
built internally known as Data Management Integrity System (DMIS).

—

“SANMA P "
TEME=TURETA YUMI TOKTOK, TUL‘ET?Y%MIT 50% &Eg%%’y AN
DATE: @™ |0" ey 20r5....venuE: Ak ‘gﬁg TUMORY.
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FINANCIAL INVESTMENTS

2015 was a challenging year for the Fundbds fix
during the year are driven by normal market operations and impacts of natural disasters.

In the international market front, the Fund did not take up any financial investments, apart
from the existing fixed term foreign currency deposits with the local commercial banks in
country. The market uncertainty coupled with prevailing low interest rates largely explained
why the Fund did not invest offshore.

Within the domestic market, fixed income investment options continued to be limited to
Government bonds and term deposits with local financial institutions that dominated fixed

income in the Fundés fixed investment portfoldi
assets are driven largely by liquidity conditions in the domestic banking system plus the
Government 6s fiscal position.

LOCAL CURRENCY TERM DEPOSITS

Total Local currency Term Deposits declined by 46% from VT4.7 billion in 2014 to VT2.5

billion in 2015. . Thisisduetothemass payout made to the fundds me
of the TC PAM where VTL1.7 billion was drawn from existing Term Deposits. Term deposit

activities slowed down during the year as the liquidity in the banking system continued to

remain high, posing threats for deposit rates to drop from 6.00%, in December 2014, to

2.50% in December 2015 resulting in a 47% decrease in interest income on local currency

term deposits in 2015. The majority of the matured local term deposits were recalled and

placed in call accounts.

The Local Currency Term Deposit is generating an average return of 4.5% and a weighted

average return of 0.6% of the total Investment Portfolio.

Local Current Term Deposit investments as at 31st Local Currency Term Deposit distribution as at 31st December
December 2015 2015
4,500,000
4,000,000
3,500,000
3,000,000
= 2,500,000
g 2,000,000
1,500,000
1,000,000
500,000
i 2014 2015
M Local Currency Term
i 4,278,681 2,048,365
Deposits
H Interest income 317,011 169,245

The National Bank of Vanuatu holds 47% of t he Fu
while ANZ (Vanuatu) Limited holds 53%.

FOREIGN CURRENCY TERM DEPOSITS

There were no purchasing and selling of Foreign Currency during the year; however, the
total foreign currency Term deposits showed an increase of 10% being for an exchange gain
because of a strong USD at the conversion date. Of the total foreign currency Term
deposits, 72% was invested in Australian Dollars and the remaining 28% was invested in
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United States Dollars. The average return on total foreign currency Term deposits is 2.11%
with a weighted average of 0.06% of the total Investment Portfolio.

Foreign Currency Term Deposit Portfolio as at 31t Foreign Currency Term Deposits distribution as at 31t
December 2015 December2015

EAUD mUSD

Government Bonds as at 31%* December 2015
4000000 GOVERNMENT BONDS
3,500,000
3,000,000
2,500,000 During the year, four of
E 2,000,000 Government bonds reached maturity. Of a
1,500,000 total of VT450 million, VT350 million was
1,000,000 rolled over causing the total government
200000 bond portfolio to decline by 3% from a 2014
2014 2015 balance of VT3.5 billion. However, total
S 00 - Interest income on Government bonds
- - climbed 6% from 2014 figures as a result of

rolling over the maturities at 8% p.a.
Average Return on the Government bonds was 7.60% with a weighted average return of
1.71% of the total Investment Portfolio.

COMMERCIAL LOANS

Total Commercial loan investments, increased by

Commercial loan PW;?E: as at 31 December 11% from VT1.7 billion, in 2014 to VT1.9 billion, in

2015. The increase was partly due to the
formalization of a contingent equity drawdown by
ANZ (Vanuatu) Limited for an Interchange Limited
Debt and the capitalization of TC Pam interest
rates on all Air Vanuatu (Operations) Limited
loans. Interest rates for the month of March to
September 2015, for Air Vanuatu (Operations)
Limited, were capitalized upon so as to allow the

airline company to recover from the impact of
e, | cyclone Pam.

5% Average return on all commercial loans which
includes loans to Air Vanuatu (Operations)
Limited, Member Financial Services Limited and Interchange Limited was 7.40% with a
weighted average of 0.95% of the total Investment Portfolio.
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ASSET ALLOCATION

Investment Diversification is subject to the Investment Policy Guidelines (IPG) of 2007 which
outlines the minimum and maximum limit to allocating member funds to a class of
investments. The table below illustrates a summary of the Asset allocation as at 31
December 2015 compared to the maximum limit as stipulated in section 8.0 of the IPG.

Asset Class IPG Maximum Asset Allocation, Variance
Limit 31/12/15

Cash 10% 9% 1%
Fixed

Interest 45% 39% 6%
Loans 15% 13% 2%
Equity 15% 22% -7%
Property 40% 17% 23%
Offshore 15% 0% 15%

All Asset Classes are below the IPG bench mark except for Equity investment which is
above IPG benchmark by 7%.

INVESTMENT PORTFOLIO PERFOMANCE:

The table below illustrates the weighted average rate of return for each asset class.

Asset Class Total Costs (VUV) Average Weighted average
return return
Foreign Currency Term 482,747 2.11% 0.07%
Deposits
Investment in Subsidiaries 1,145,388 0.00% 0.00%
Cash and cash equivalent 1,433,840 3.20% 0.30%
Loans and Advances 1,975,899 7.40% 0.95%
Local Currency Term Deposits 2,048,365 4.50% 0.60%
Investment in Equities 2,197,746 13% 1.83%
Investment properties 2,594,266 6.90% 1.17%
Government Bonds 3,449,060 7.60% 1.71%
Total 15,327,311 6.62%

Weighted Average Return for the total investment portfolio as at 31%' December 2015 is

6. 62%, showing an increase of 0.85% from 20140s
Weighted Average
Return

Risk Classification Total Costs 2015 2014
Defensive Asset 3.63% 3.88%

9,389,911
Growth Assets 2.99% 1.99%

5,937,400
Total 6.62% 5.77%

15,327,311
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Defensive assets, which includes Government Bonds, Term Deposits, Cash and Loans,
made up 3.88% of the total weight average return while the remaining 2.99% is for Growth
assets, which includes Properties and Equities.

PROPERTY INVESTMENTS

Key Developments & Highlights

In March 2015, Cyclone Pam swept over e
Vanuatu sending the property market back @t
into recession. The Fund was fortunate that o T
most of its commercial properties were not

) y
severely damaged and tenants continued to , o\
be secured. A technical team was appointed j 7
right after the cyclone and assessments | | Mo o o g o

where conducted on all the Fund6 s
properties. Upon issuance of a report, the =
team contacted contractors and sourced L e
quotations and claims with the Insurance e
company on the damages caused during I
the cyclone. Insurance claims were lodged
for the Fund©os commer ci
namely:
I.  Air Vanuatu Building
II.  VNPF Head office Building
Repairs have commenced on the VNPF
Head Office building. Every year, the Fund
purchases a new insurance premium to
cover claims on damages.

o T

In June 2015, The Fund through the Board endorsed the sale of one of its properties, Banian
Subdivision. The property was a subdivision acquired back in 2014 consisting of 81 residential
plots. The Subdivision is located in Santo along the vicinity of Banban Area. Sales and
marketing was progressing internally within VNPF. After the initial sales advert was released,
statistics revealed that the market price was quite high. Again, Cyclone Pam contributed a lot
to the cash strapped situation that the general public was faced with. There was a lot of
demand from the members and the general public. However, the money is not there.

In August 2015, Major refurbishment works were done within the Australian High Commission
chancery. Fletcher construction completed these renovations and fittings which included the
additional emergency exit constructed at the western elevation of the building. Re-sealing of a
few windows to the premises and the removal of a crane arm that hit the western wall of the
building during the Cyclone PAM was also done.

In November 2015, The Fund approved the purchase of a Standby Generator for the Air
Vanuatu, Sunset Building. This is a 200KVA power generator established to connect all
tenants within this building to supplement power during unexpected power failure from the
main UNELCO line. Vate Electrics has completed all prerequisite requirements for this
installation, with anticipating commissioning of the generator before end of January 2016.




Pagel| 24

In December 2015, all tenants leasing VNPF owned buildings had their leases reviewed.
Rent reviews are stipulated to all commercial tenants and are benchmarked to the
guarterly and yearly CPI fluctuations. For the Air Vanuatu Building Tenants, the review
took into account new services that were connected to the building such as the installation
of a new standby generator. This meant that an increase in rent was imposed due to the
added service.

In December 2015, The Fund arranged for valuation on few of its commercial properties
and Agricultural leases. As an Audit requirement, valuations are undertaken to recheck on
all current book values and to register gains/losses on the market value. This is an
accounting standard that ensures property values are not under/ overestimated in our
records.

Operating Performance

There was an increase in the 2015 annual rental collection and this is reflected in the
underlying financial report, principally, the increase income from rental adjustment that is
done annually.

Gross rental income also increased as a result of securing new tenants leasing with VNPF
commercial properties.

With the increased controls on expenses, property maintenance within this fiscal year was
managed below the budget. Management controls and well informed decisions made over
maintenance issues was a key contributor to managing property expenses.

Another plus on operating expenses was the reimbursement of all Cyclone Pam renovation
issues through our Insurance Policy comprehensive covers.

Property Investment Prospects

The demand for office space in Port Vila Central Business District (CBD) in the 2" quarter of
2015 has continued to rise particularly with the expected completion of the urban
infrastructure project.

Commercial Property investment will still dominate the property market as far as investment
in property is concerned, taking into consideration the lucrative advantages in terms of
return/capital gain that it will offer. It hedges on the risk of inflation through proportional
annual increases.
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The Fund has few non performing properties that we are generally managing; and this has
an impact on the overall property portfolio performance. The Fund is keen and is seeking
investment opportunities through prudent approaches to breed growth that will generate
returns. The challenge is getting the right Investor with the right project to contribute to a
positive return, and ensuring that vacant or undeveloped properties are always put to their
fihi ghest saastbcdpimlsd ob growth. Researching viable investment options and
securitizing investor profiles are mandatory and this is warranted for all proposed
Investments.

Portfolio Overviews

As of 2015, the Fund managed over 18 properties under the VNPF property Portfolio and 14
of these properties are commercial, in terms of land zoning, while 2 are developed
Agricultural leases, whilst the other 2 are residential properties.

All commercial buildings are fully tenanted with Anchor tenant arrangements as specified
under section 8.1.5 of the IPG. VNPF6 €£ommercial tenants range from diplomatic offices
and government offices to private entrepreneurs. The rental amounts are determined by the
urban market rate which ranges from VT1,000sgm - VT4, 500 per square meter.

The Property Investment scope of works is driven and guided under the IPG that dictates the
boundaries for investment and the obligatory requirements that qualifies how and where to
invest.

Estate Management

VNPF property department manages 18 properties that it has purchased and developed.
The Management service includes day to day assistances for occupants, management,
maintenances, cleaning, security and renovations of buildings, common areas and facilities.
The department places great emphasis on maintaining good relationships with occupants
and this will continue to be reciprocated with our new clients on new projects.
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LEGAL SERVICES DEPARTMENT

Legal Services

The objectives of the Legal Services Department has slightly varied from playing an advisory
role to the Management and the VNPF Board to merely enforcement services specifically
representing VNPF in court on matters regarding non-compliant Employers or any court
cases brought against VNPF. This change was brought about by the recent corporate
structure implemented in 2015.

Civil Litigation
In 2015, the Department brought forward sixteen (16) civil litigation cases against non-
compliant Employers dating from 2011 to 2015, filed four (4) new cases and concluded two

().

For civil cases against VNPF, there were a total of eight (8) civil cases. Six (6) were carried
over from 2015 and two (2) were concluded in 2015.

Criminal Litigation
Apart from 3 criminal case files that were carried over from 2014 to 2015, 1 new criminal
case was filed in 2015.

Corporate Convincing and procurement
With respect to corporate convincing and procurement, Legal Services was not involved in
any during the reporting year.

Opinions and advice to Board and Management

Legal Teamdbs contribution towards opinio
approximately more than 20 by way of written or emailed advices. For advice via written
documents, the team submitted at least 5 to 10 on a weekly basis, whilst documents that
required review and approval would normally amount to not more than 5 a week.

One of the projects to be undertaken back in 2014 was the review of the VNPF Act [CAP
189]; however this was shared with Managers and Directors and has been an ongoing
project. To date, this is still a big need to be accomplished due to out-dated laws that do not
suit the changes brought about by surrounding circumstances and mostly modern day
technology.

Maintaining ethical standards and promoting good governance

It should be noted that maintaining ethical standards and promoting good governance in the
Fund is often challenging at times and the Section looks forward to a continued cooperation
of the Board, Executive, Management and staff of the Fund in this regard.

ns

and
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COMPLIANCE AND ENFORCEMENT

The Compliance and Enforcement Department is mandated by the Act to pursue non-
compliant Employers and to ensure that Members contributions are paid by employers as well
as the surcharges for late payments.

The four main business centers that accommodate these huge outstandings are Port Vila with
more than 90% of registered businesses, followed by Luganville, Malekula then Tanna.

The table below shows the number of Employers per center and the amount of outstanding
that is involved.

Contributions VT764,197,045
Surcharges VT312,120,796

To strengthen the compliance framework, the Fund has been working with the Vanuatu
Investment and Promotion Authority (VIPA) towards securing arrangements for some
form of understanding. It is hoped that a mechanism will be put in place to strengthen
the relationship between the two entities to compel all current and potential foreign
investors to comply with the laws of Vanuatu governing their respective areas.
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INFORMATION & COMMUNICATION TECHNOLOGY

Strategic Review Development

While the ICT Strategic plan was originally completed in 2014, the execution of it was very
little due to the effects of cyclone Pam. The impact of the cyclone halted the progress of the
ICT Strategic plan with the project of replacing the main hardware firewall as one of the
major problems that needed fixing. This would be carried over into the new year (2016).

Infrastructure Upgrade

The upcoming upgrade that is to happen is the acquiring of the new membership
administration system. The tender process was completed this year and the selection of the
winning bidder as well as the commencement of the project will happen in early next year
2016.

Software Application

A new system called OPAMO6 was developed in
Emergency 20% withdrawal process. The Microsoft access database was developed in-
house to manage the workflow process from registration, monitoring to reporting.

sfication of
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BRANCH COORDINATION UNIT

Foll owing the restructuring of thepldaton2014i and un.
2018, the department for Branch Coordination was created and established.

The main responsibilities of the department are, but not limited to, improving the image of
the Fund in rural areas and bringing VNPF closer to the communities around the country.
Thus, the main strategy towards achieving this is through the setting up of provincial offices
throughout the main centers within Vanuatu.

VNPF currently has existing branch offices in Tanna for Tafea Province, Malekula for
Malampa Province and Luganville for Sanma Province. The branch office in Lenakel Tanna
was severely ravaged by cyclone Pam in 2015 and since then, VNPF is yet to find a suitable
space to relocate to.

Efforts are currently underway to have the office resurrected, however, due to very limited
space in and around Lenakel areas; no suitable and convenient space was located. This
year, a team was dispatched to Tanna in July after the cyclone; however no space is yet
secured to relocate the office.

The Branch Coordination Unit currently has a total of nine (9) staff, of which six (6) are
based in the Santo office, 1 in Tanna office (who was relocated to Port Vila), 1 in Malekula
(currently the post is vacant) and the Manager who is based in Port Vila.
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HUMAN RESOURCES

The Human Resources Department is an important arm of the Fund. It has several
responsibilities that are inclusive but not limited to prominent matters such as Recruitment,
Training and Development, Performance Management, Fleet Management and Archiving
and Record Management.

Staffing

A total of seventy (70) full time and six (6) part-time highly skilled and committed staff are
employed and occupying various positions within various departments of the Fund. Out of
these are five (5) executives and eleven (11) managerial positions.

Training and Development

The Fund recognises the importance of human capacity building to develop its human
resources and is committed to ensuring that there is continuity to meet business outcomes.
In doing so, members of staff have also taken advantage to upgrade their skills and
knowledge by enrolling in high profile academic and tertiary institutions. Moreover, they
have also been taking advantage of training opportunities as and when they become
available.

On the Job Training

The Fund continues to support students to introduce them to real life employment
experience, by accommodating them on internship programmes. Students range from a
number of high calibre organisations that include but are not limited to the Vanuatu Institute
of Technology, Youth Challenge Vanuatu and the University of the South Pacific School of
Law.

PROCUREMENTS DEPARTMENT

The Procurements Department is a newly established department withi n  t he Fun
services. It was set up in October 2014 with one officer and became fully operational in 2015
with an additional support staff.

The aim of the department is to ensure effective and efficient administration, logistics,
coordination and distribution of goods and services. It operates within established
procedures and guidelines in accordance to the Financial and Administrative policies and
procedures on procurement of goods and services of the Fund.

The department also works to ensure cost control, while on the other hand promotes
business opportunities and small scale businesses including commercial businesses in the
national and international arena.
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MARKETING AND COMMUNICATIONS DEPARTMENT

The key function of the Mar ket itmpgomdtetied/anoatuni c at i C
Nati onal Provident Fund services in bine with tF

Staffing

From January to February, the Department was staffed by a Manager, two Customer Care
Officers and a Public Relations Officer. In February, the Public Relations Officer (PRO)
tendered her resignation and the post was left vacant. One of the two Customer Care
Officers also agreed to act as Team Leader Benefits in the Members Services Department
following a vacancy, and her transfer was facilitated in July, leaving the department with only
two officers.

In November, the Fund restructured its organisational structure, to focus on recovery and
filling in the financial gaps. The initiative would be in force for six months, and thereafter
another review would be conducted. As such, the PRO duties were amalgamated into the
Job Description of the Customer Care Officer, whilst the Manager position was revised to
include more policy related matters and driving the strategic direction of the Fund.

Tropical Cyclone Pam & 20% Payouts to Members

In mid-March, Tropical Cyclone Pam hit Vanuatu and this caused a major disruption to the
Departmentds work plans for the year. Admi ni str
Department was relocated to Head Office Conference Room to assist Finance Department

in the processing of 20% payouts from Memberso r
The Manger took up the majority of the Public Relations tasks that needed to be addressed

during the payout process and also took on any other related matters. One of the two

Customer Care Officers took up the role of writing and distributing the internal newsletter,

whilst the other was responsible for updating the Facebook page until her move to the

Members Services Department.

In July, an assessment of the viable activities for the year was undertaken and once the
office space was cleared for occupation again in August, the Department returned to the
second floor of the building and set to work.

Annual Report 2014

The write up process began at the beginning of the year, but due to the onset of TC Pam,
this activity was delayed. Never-the-less, the Department persisted to send out reminders
and coordinate the write up whose process has been ongoing into the 2016 FY.

Newsletter
A newsletter covering the 2014 year was released in February. The newsletter covered
Departmental updates as well as a brief of the highlights that year.

VNPF Updates on Vanuatu Daily Post Newspaper

Updates were maintained and a total of 14 updates were released throughout the year,
ranging from topics regarding the 20% payouts, to educational awareness on the Fund and
its benefits.
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Weekly Newsflash

The Weekly Newsflash, an internal newsletter was revived in 2015 with 14 issues released.
At times, it was challenging to maintain a weekly release, due to lack of information, but the
issuing process did not stop altogether. The newsletter is acknowledged as a useful mode
of communication with all staff of the Fund and so whenever there were announcements,
news items etc. to share, every effort was made to write and share the information to all
staff.

VNPF Staff Uniforms

From 2013 to 2014, the Marketing and Communications Department took on the role of
chairing the committee that was entrusted to oversee the purchasing and distribution of new
staff uniforms. In 2015, minor issues with uniforms was still ongoing and so one of the two
Customer Care officers was charged with compiling a list of staff with issues and prepare a
handover to the Human Resources Department to assist staff.

Changing the Corporate Image

Activities relating to the corporate image were delayed due to the disruption in activities by
the TC Pam payouts. This included new document templates, the ID card and email
signatures.

However, the Member Financial Services Limited (MFSL) requested assistance with a logo
design and the Manager took up this responsibility to work closely with MFSL to create the
logo and additional works such as document templates. The MFSL logo is derived from the
new VNPF logo which was approved in August 2014.

Sponsorship Requests

The Department has been tasked with the duty of responding to sponsorship requests from

individuals or groups from the public. In 2015, 9 sponsorship requests were received from

the public, and all were declined. This is largely due to the fact that there is no allowance in

the Fundds budget to provide funding or sponsor s
consequence, a proposal for a corporate social responsibility policy was made to the

Executive for consideration.

Public Notices were issued between March and December on the following matters:
March 20% payouts from Members retirement accounts, following Ministerial order

Opening of VNPF Office

Closing of stations distributing State of Emergency Relief forms (SER forms)
for 20% payouts

VNPF SMS Short Codes
April 2" Advisory on stations distributing SER forms
Advisory from MFSL on grace period for loans

July Independence Anniversary Greetings (Port Vila and Luganville Municipal
Council)
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December Members Services notice on cut-off date for Withdrawals

Christmas Greeting

Radio Messages were also issued between March and July:

March Message to Members in the northern islands regarding 20% payouts from
Member s6 retirement accounts

April Message to Members in the Shepherds group of islands regarding 20%
payouts from Membersd retirement account s
May Final reminder on submission of SER forms
June Advisory to Members on islands of Vanuatu on locations for dispatch of
cheques
July MFSL message to Members on Ambae regarding loan applications

Vacancies Advertised included:
February Investments Analyst Officer
Real Estate Management Officer

Investment Support Officer

August Procurements Officer

Senior Accountant - Subsidiaries
September Team Leader Compliance Department

Inspection Officer, Compliance Department
December Legal Officer

OIC Malekula Branch

Published Tender Notices were published in-country as well as in the region, except for the
MFSL notice and the notice for a standby generator:

March MFSL Panel of Engineers, Insurance Companies, Panel of Solicitors, Panel
of Valuers
July Supply and installation of standby generator for Air Vanuatu building

September External Audit Services

Professional Services for the Valuation of VNPF Properties
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New Membership System

The printing, enveloping and dispatching of VNPF Annual Member
Statements

Published Advertisements
August Sale of Banian Land sub-division

November Etas Property sale, 3,500m2 Vacant Plot, Title: 12/0923/147

Public Events
ICT Days

The ICT Day is an annual event which saw members of the International Telecommunication
Union (ITU) join to Celebrate World Telecommunications & Society Day.

In 2015, VNPF as one of the sponsors of the two (2) days event joined the celebration. The
Fund took this opportunity to showcase a new system designed in-house to cater for the
emergency Cyclone Pam relief payout.

Awareness

Opportunities to conduct an awareness programme via face to face meetings with Members

and the public in the year were thwarted with the untimely payouts following TC Pam. There

were two occasions when the Customer Care Officer was called to present at a careers talk

in one of Port Vilabés schools, and another when
obligations under the VNPF Act.

Partnerships with Other Departments

1 Between June and July, the Manager of Marketing & Communications Department
was requested to be part of an internal investigation on allegations levelled against a
VNPF Manager. This was taken on board as an additional responsibility, on top of
the TC Pam payouts, as well as public relations duties.

9 As part of the ongoing rebranding exercise, the Department was also involved with IT
Department and the Members Services Department to revise the current Member 1D
cards. This is an ongoing project that would be carried over into the 2016 FY.

1 Inliaisonwit h t he Gener al Manager 6s office, the De
Greeting card for circulation to key Employers and partners of the Fund in December.
A Christmas greeting was also designed for inclusion in one of the local newspapers.
Other publications include the F u n dCélendar which is an ongoing project.
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MEMBER FINANCIAL SERVICES LIMITED (MFSL)

The Financial year 2015 was challenging and at the same time exciting for MFSL.

The year started with training for all staff. The first training was on how to review the loan
account. Participants included all MFSL staff as well as Branch staff and invitations were
also extended to VNPF staff. During the year other training were also provided in-house.

Cyclone PAM left behind a devastating record on MF S L iaceme level. The reduction of
income was attributed to firstly the Cyclone Pam 20% Assistance by VNPF to our members,
and also as a result of a reduced demand for loans because of the 20% withdrawals.
Further, the MFSL Board approved a 3 months interest freeze on all outstanding loans as
part of Cyclone Pam assistancet o me mb e r s .incomeMé&& wdsstherefore badly
affected by these two circumstances.

Although MFSL faces these challenges, the exciting part of the work was that they were able
to utilise their time in cleaning their loan portfolio as, a significant portion of the portfolio was
bad.

NPL Collected
250,000,000.00

200,000,000.00
150,000,000.00
100,000,000.00

50,000,000.00

2015 2014

The above graph reflects the demand accounts MFSL collected.
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As a result of collection of non performing accounts the total loan outstanding decreased as
reflected in the above graph. At the end of the 2015 financial year MFSL managed to
recover most of the bad accounts.

As a result of their loan recovery, their cash position recorded a 97% increase to VT191m
(refer to graph below).
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With the improved cash position resulting in a huge surplus, MFSL was able to institute
certain commercial financial disciplines and that was to meet their financial obligations in
time. In 2015 MFSL paid a total interest on loan to VNPF for the sum of VT92.7m, this being
payment of interest from periods 2008 i 2014. In addition to the same, MFSL paid an
additional VT50m being principal deduction, bringing the balance of loan to VT380m from a
total loan of VT430m. Currently they are meeting a monthly interest payment of VT1.2m.
MFSL paid a total of VT142.7m to VNPF being interest and principal reduction.

A total loan of VT 500m at the rate of 4.00% per annum was offered to MFSL. Funds were
drawn progressively. A grace period of interest only payment was associated with the offer,
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this grace period will end in September 2018 after which repayment of principal and interest
will commence.

Another milestone that was achieved in 2015
was the upgrading of the Loan Management
System with the view to generate certain
Management reports to assist staff in their
monitoring work and also assist Management
in developing strategies to maintain the
sustainability of the business.

For about 7 years of business operation and
for the first time each staff are being allocated
a portfolio to manage, this makes staff
accountable to their respective portfolio and
forms a measure by which management will
appraise their performance.

Management is considering reviewing the
organisation structure to create a sense of
competition amongst staff, and at the same
time address the Governance issues

Finally MFSL Management and Staff take this
opportunity to thank the Board of Directors for
providing guidance and they also
acknowledge the support from VNPF and
also thank the staff for their commitment
towards the organisation.
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CONSOLIDATED FINANCIAL STATEMENTS
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Vanuatu National Provident Fund and its Subsidiaries
Board of Trustees' report

The Board of Trustees present their report together with the financial statements of Vanuatu National Provident
Fund ("the Fund") and the consolidated financial statements of the Fund and its Subsidiaries and Associates
("the Group") for the year ended 31 December 2015 and report as follows:

Board members
The board members during the year and up till the date of this report were:

Date

Date of first appointment

Name Position appointed ended / ending
Simil Johnson Chairman 27-Nov-14 29-Sep-15
Alen Lew Deputy Chairman 23-Sep-14 29-Sep-15
Willie Karie Member 23-Sep-14 29-Sep-15
Makin Valia Member 13-Jun-13 29-Sep-15
Ephraim Kalsaku Member 28-Jun-13 29-Sep-15
Henlyn Saul Member 19-Dec-14 29-Sep-15
Letlet August Chairman 28-Oct-15 29-Apr-16
Astrid Bulekone Deputy Chairman 28-Oct-15 28-Oct-15
John Ezra Member 28-Oct-15 29-Apr-16
Phillip Malas Member 28-Oct-15 28-Oct-15
Ronald Warsal Member 28-Oct-15 1-Jan-16
Jeft Joel Patunvanu Member 2-Mar-16 29-Apr-16
Tony A. Sewen Chairman 9-May-16 2-Nov-16
Allen Lew Deputy Chairman 9-May-16 2-Nov-16
Andrew Leong Deputy Chairman 2-Mar-16 2-Nov-16
Roan Lester Member 9-May-16 2-Nov-16
Phillip Dovo Member 2-Mar-16 2-Nov-16
David Russet Member 2-Mar-16 2-Nov-16

Operation of the Fund
The Fund is a defined contributions fund and the operations of the Fund have been carried out in accordance
with the Vanuatu National Provident Fund Act [CAP 189].

Principal Activities
The Principal activity of the Fund during the financial year was the provision of superannuation services to its
members.

The Principal activities of the subsidiary entities during the year were those of financial services, farm
operations and property management.




Page| 42

Vanuatu National Provident Fund and its Subsidiaries
Board of Trustees' report (continued)

Operating results
The benefits accrued as a result of the operations of the Fund for the year ended 31 December 2015 amounted
to a profit of Vatu 628,575,000 (2014 loss: Vatu 418,792,000). The consolidated result for the Group
attributable to the members for the year ended 31 December 2015 was a profit of Vatu 434,644,000 (2014 loss:
Vatu 229,371,000).

Reserves

During the year, Vatu 13,281,000 was paid out to members in the form of interest on withdrawals from general
reserve, however, no amounts were credited to members in the form of annual interest. In 2014, Vatu
11,733,000 was paid out to members in the form of interest on withdrawals and Vatu 196,421,000 was credited
in the form of annual interest from general reserve.

Bad and doubtful debts
The Board members took reasonable steps before the Fund's and the Group's financial statements were made
out to ascertain that all known bad debts were written off and adequate provision was made for doubtful debts.

As at the date of this report, the Board members are not aware of any circumstances which would render the
amounts written off for bad debts, or the amounts of provision for doubtful debts, inadequate to any substantial
extent.

Significant events during the year

In March 2015, Vanuatu was hit by Cyclone Pam a category 4 cyclone which caused widespread damage to the
country. In the wake of the cyclone, a state of emergency was declared and the government authorised a special
20% payout for members out of their VNPF balances. Approximately Vatu 1.7 billion was paid to members as a
result of this during the year.

Events subsequent to balance date
(i) Appointment of new Board of Trustees

Effective 2 March 2016, the appointments made to the Board of Trustees on 28 October 2015 and November
2015, were revoked and a temporary appointment of the following members were made:

Date

Date appointment

Name Representing Position appointed ended
Letlet August Government Chairman 2-Mar-16 29-Apr-16
Andrew Leon Employer Deputy Chairman 2-Mar-16 29-Apr-16
John Ezra Government Member 2-Mar-16 29-Apr-16
David Russet Employer Member 2-Mar-16 29-Apr-16
Philip Dovo Employee Member 2-Mar-16 29-Apr-16
Jeff Joel Patunvanu Employee Member 2-Mar-16 29-Apr-16




Vanuatu National Provident Fund and its Subsidiaries
Board of Trustees' report (continued)

Events subsequent to balance date (continued)
On 2 May 2016, the following members were appointed to the Board until 2 November 2016 (officially
gazetted on 9 May 20/.6).

Date

Date appointment

Name Representing Position appointed ending
Tony A. Sewen Government Chairman 9-May-16 2-Nov-16
Allen Lew Employee Deputy chairmun 9-May-16 2-Nov-16
Roan Lester Government Member 9-May-16 2-Nov-16
Andrew Leong Employer Member 9-May-16 2-Nov-16
David Russet Emplayer Member 9-May-16 2-Nov-16
Phillip Dovo FEmployce Member 9-May-16 2-Mov-16

{i1) Bouffa Limited
Subsequent to year end, the land and buildings in Bouffa Limited were offered for sale through a public tender
called on 8 June 2016.

Other than the matters outline above, in the opinion of the Board of Trustees, there has not arisen in the interval
between the end of Lhe year and the date of this report any iterns, transaction or event of a material and unusual
nature likely to affect significantly the aperations of the Group and the Fund, and the results of those operations
or the state of affairs of thc Group and Lhe Fund in subsequent years.

Basis of preparation
The financial statements of the Fund and of the Group have been drawn up in accordance with Intemational
Financial Reporting Standards and the requircments of the Vanuatu National Provident Fund Act.

Related party transactions
Tn the opinion of the Board members all related party transactions have been recorded in the books of the Fund
and its Subsidiaries and are adequarely disclosed in the financial stalements.

Other circumstances

At the datc of this report, the Board membets are not aware of any circumstances not othcrwisc dealt wilth in
this report or financial statements which render any amounts statcd in the (inancial statements to be misleading.

Signed in accordance with a resofution of the Board of Trustees:

[ Chairman }

Dated: € 6 3“\'7"_? 6{6'

[ Bourd member]
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Vanuatu National Provident Fund and its Subsidiaries
Statement by the Board of Trustees

i the opinion of the Board of Trustces:

(a) the accompanying statements of net asscts arc drawn up so as lo give a lrue and fair view of the
movements in net asscts of the Fund and the Group as at 31 December 2015:

{b) the accompanying statements of profit or loss and other comprehensive income are drawn up 50 as to
give a ruc and fair view of the results of the Fund and the Group for the year ended 31 December
2015:

(¢) (he accompanying statements of changes in members funds and reserves are drawn up so as to give a
true and fair view of the changes in members funds and reserves of the Fund and the Group for the
year cnded 31 December 2015:

{(d) the accompanying statements of cash flows arc drawn up 50 25 to give a true and fair view of the
changcs in cash flows of the Fund and the Group for the year ended 31 December 2015:

(c) at the datc of this statement there are reasonable grounds to believe that the Fund and the Group will
be able to pay their debts as and when they fall due; and

(0 all related party transactions have been recarded and adequately discloscd in the financial stalements.

S
Dated at Port Vila this 26 day of ) U\“?‘ 2016.

Signed in accordance with a resolulions of the Board,

[ Chairman | ' [ Bourd member |
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF VANUATU NATIONAL PROVIDENT
FUND

Report on the Fund and Consolidated Financial Statements

We have audited the accompanying financial statements of the Vanuatu National Provident Fund (the “Fund”) and
the consolidated financial statements of the Fund and its Subsidiaries (the “Group™), which comprise statements of
net assets as at 31 December 2015, and the statements of profit or loss and other comprehensive income, statements
of changes in member funds and reserves and statements of cash flows for the year then ended, and notes 1 to 31,
comprising a summary of significant accounting policies and other explanatory information.

Trustees” and Management’s Responsibility for the Financial Statements

Trustees and management are responsible for the preparation of financial statements that give a true and fair view in
accordance with International Financial Reporting Standards and the Vanuatu National Provident Fund Act [CAP
189], and for such internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

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 comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation of financial statements that give a true and
fair view in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the Fund and consolidated financial statements give a true and fair view, in all material respects, of
the financial position of Vanuatu National Provident Fund and the Group as at 31 December 2015, and their financial
performance, changes in members equity, and cash flows for the year then ended in accordance with International
Financial Reporting Standards so far as concerns the members of the Fund.

Emphasis of matter

Without modifying our opinion, we draw attention to note 30 of the financial statements relating to restatements and
prior period errors. In respect of these, the corresponding amounts for the year ended 31 December 2014 and where
applicable, the statement of net assets as at 1 January 2014 have been restated to correct these errors and
misstatements.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF VANUATU NATIONAL PROVIDENT
FUND (continued)

Other matter

The consolidated financial statements of the prior period were audited by Barrett & Partners. The predecessor
auditors expressed an unqualified opinion dated 11 August 2015.

Report on Other Legal and Regulatory Requirements

We have obtained all the information and explanations which, to the best of our knowledge and belief, were
necessary for the purposes of our audit.

In our opinion:

i. proper books of account have been kept by the Fund, sufficient to enable financial statements to be prepared so
far as it appears from our examination of those books; and

ii. to the best of our information and according to the explanations given to us the financial statements give the
information required by the Vanuatu National Provident Fund Act [CAP 189], in the manner so required.

(VY

26 July 2016 KPMG
Nadi, Fiji Chartered Accountants
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Vanuatu National Provident Fund and its Subsidiaries
Statements of net assets

As at 31 December 2015
The Group The Fund
2015 2014 2013 2015 2014
Vatu Vatu Vatu Vatu Vatu
Note (000's) (000's) (000's) (000's) (000's)
(restated) 1 (restated) 1 (restated) 1
Assets
Investments
Financial investments
Term deposits 11 (a) 2,531,112 4,717,757 4,613,644 2,531,112 4,717,757
Government securities 11(b) 3,449,060 3,549,060 3,199,060 3,449,060 3,549,060
Loans and advances 11(c) 1,618,044 1,683,087 1,322,428 1,975,899 1,781,687
Non-financial investments
Investment properties 12 3,394,266 3,257,592 3,213,015 2,594,266 2,457,592
Investment in subsidiaries 13 - - - 1,145,388 1,145,388
Investment in equity accounted investees 14 (a) 1,423,300 1,432,005 1,478,920 - -
Investments at cost 14 (b) 718,825 214,750 214,750 2,197,746 1,693,670
13,134,607 14,854,251 14,041,817 13,893,471 15,345,154
Other assets
Cash and cash equivalents 15 1,628,315 452,042 510,449 1,433,840 449,603
Receivables and other assets 16 300,861 366,222 498,889 362,652 412,351
Biological assets 17 53,606 67,868 61,145 - -
Property plant and equipment 18 1,161,944 1,260,318 1,312,054 682,437 632,052
3,144,726 2,146,450 2,382,537 2,478,929 1,494,006
Total assets 16,279,333 17,000,701 16,424,354 16,372,400 16,839,160

"' refer note 30

The statements of net assets are to be read in conjunction with the notes to and forming part of the financial statements.
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Vanuatu National Provident Fund and its Subsidiaries
Statements of net assets (continued)

As at 31 December 2015
The Group The Fund
2015 2014 2013 2014
Yatu Vatu Vatu Vatu
Note . . (000's) (000's) (000's) (000's)
frestated)’ frestaied)’ frestated)”
Liabilities
Creditors and payables 19 173,195 72,217 102,413 139.671
Employee entitlements 20 91,106 69,409 61,241 66,491
Total liabilities (excluding net assets
available to pay benefits) 264,301 141,626 163,654 206,162
Net assets available to pay benefity 16,015,032 16,859,075 16,260,700 : Hm.,wmwvmm.m E 16,632,998
Net assets available (o pay benelits is
represented by: : o
General reserve 21{a) (188,409) (531,894) (94,369) . (757,971}
Revaluation reserve 21 (b} ) 77,878 : - - -
Member funds 2 () © 16,086,233 17,336,680 16,301,489 17,336,680
Special death benefir reserve 21 (3) © 39,330 54,289 53,580 54,289
16,015,032 . 16,859,075 16,260,700 16,632,998
¢ - refer note 30
Signed in moooa_»%an.ﬂw_.. aresolution of the Board of Trustees:
: . ~
mE_4 ! » il
Chairman of the Board - Board Member

The statements of net assets are to be read in conjunction with the notes to and forming part of the financial statements.
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