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The primary purpose of the Bank is the promotion of monetary, credit and exchange condi-
tions most favorable to the development of the economy of Samoa.

A dynamic and efficient central bank contributing to the economic sustainability and pros-
perity of Samoa.

Fostering a sound and vibrant financial system for Samoa’s economic development.



Central Bank of Samoa Act 2015

The Central Bank of Samoa is a body corporate established under the Central Bank of Samoa Act 1984, which contin-
ues to operate pursuant to the Central Bank of Samoa Act 2015.

The mandated objectives of the Bank (CBS Act 2015), in order of priority are:
i. To formulate and implement monetary policy aimed towards achieving and maintaining domestic price stability.
ii. To foster and maintain a stable financial system, subject to achieving price stability in the economy.

iii. To support the general economic policies of the Government whilst ensuring the achievement of price stability
and a stable financial system.

Financial Institutions Act 1996

The Central Bank also administers the Financial Institutions Act which provide for the licensing and supervision of
financial institutions in Samoa.

The primary objective of the Central Bank is to maintain confidence in, and promote the soundness and stability of
the financial system.

Money Laundering Prevention Act 2007

The Act mandates the Central Bank to make provisions for the prevention of money laundering.
Insurance Act 2007

This Act empowers the Central Bank to license insurance entities and supervise the insurance industry.

The National Payments System 2014

This Act provides the Central Bank with powers to regulate and oversee the National Payments System including
licensing payment services providers and operators.
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This section provides an overview of developments in the key elements that make up the Bank’s organizational
structure and how it is managed and governed. These elements combine to drive the Bank to achieve its various
objectives efficiently and effectively.

a) Board of Directors

The Board of Directors of the Central Bank is responsible for the policy and the general administration of the Central
Bank. Moreover, the Board may exercise any of its powers under the Central Bank of Samoa Act 2015; it may make by-
laws for the conduct of its business, and can issue directives for the purpose of effecting the provisions of the Act and
other related legislations.

The Members of the Board are appointed by the Head of State, acting upon the advice of Cabinet. The Members of
the Board comprises the Governor, Mrs. Maiava Atalina Ainuu-Enari who is the Chair and three independent Board
members who are citizens of Samoa with industrial, commercial or agricultural experience. The independent Board
Members are Mr. Mataia Alofipo Tanielu Meredith, Tuala Falani Chan Tung and Tuala Patrick Isitolo Leota.

The Act stipulates that the Governor shall serve as the Chief Executive of the Bank, and is responsible for the execution
of the Bank’s policies and the efficient management of the Bank. In doing so, the Chief Executive must follow any gen-
eral or special directions given to him or her by the Board.

The Board met on six (6) occasions during the twelve months to the end of June 2020.
b) Governance

There are a number of internal committees within the Bank to provide advice to the Governor in various areas:

e Reserve Money Program Committee, which meets monthly to discuss the latest economic, monetary and financial
developments that would impact on liquidity levels within the banking system;

¢ Investment Committee, which meets every two months to discuss the Bank’s management of foreign reserves;

¢ Budget Committee, which meets twice a year to discuss issues with regards to the preparation and operations of
the Bank’s Budget.

¢ National Payments System Committee which meets regularly to discuss issues relating to the establishment and
effective operation of the National Payments System in the country;

e Offsite Project Committee which meets regularly to discuss and coordinate procedural responsibilities in the es-
tablishment of the Bank’s Backup or Offsite Building in the event of natural disasters, times of crisis or emergency;

¢ OSH Advisory Committee, which quarterly meets or when necessary to discuss occupational policies and proce-
dures in order to satisfactorily address all reported safety issues.

A non-executive Board Audit Committee, provides auditing oversight over the operations of the Bank. The Committee
serves as an independent advisory body mandated to review the functioning of the CBS oversight system; internal and
external audit matters; and financial management, accounting and reporting practices. The Internal Auditor provides
administrative and secretarial support to the Audit Committee. The Internal Audit Department continues to provide
independent, objective assurance and audit services designed to add value and improve the Bank'’s effectiveness of
risk management, governance processes and other internal controls. The Audit Committee oversees the internal audit
function and have met twice in the last six months of the financial year 2019/2020. The Internal Auditor reports ad-
ministratively to the Governor and functionally to the Audit Committee.

Management continued to perform periodic reviews and surveys of the most critical areas of the Bank to ensure that
risks were controlled and mitigated. Comprehensive reviews were undertaken on internal control systems to ensure
that the Bank is efficiently run, operationally sound, technologically well equipped, and risks are mitigated. A close
monitoring of the Output budget is undertaken regularly. The focus is mainly on delivering results and implementing
preventative actions.
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Management also continued to provide a wide assessment of the risks, as well as appropriate compliance review, to
provide further process improvement in the system of internal control. These include:

(i) Reliability and integrity of information;

(ii) Compliance with policies, plans, procedures, laws, and regulations;

(iii) Safeguarding of assets; and

(iv) Accomplishment of established objectives and goals for operations or programs.

As part of its role, management will continue to provide advice to address key governance issues which are fundamen-
tal to achieving and maintaining an effective and efficient Central Bank.

c) Management and Staff
The Central Bank employed a total of one hundred and three (103) staff at the end of June 2020.
The Bank reviewed and developed several staff policies during the year to improve human resource management and

monitoring of staff training.

The Bank’s Organizational Structure remained the same as in the previous financial year with twelve (12)! Depart-
ments allocated under two functional groups (Policy and Operation) under the leadership of two Assistant Governors

1 Legal and Financial Intelligence Unit are counted as 1 Department under the Structure, rather than two (2).
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Central Bank of Samoa Organizational Structure FY 2019/2020

CBS A%
CBS ORGANISATIONAL STRUCTURE

Board Audit Committee
Governor
Policy Group Operations Group
Economics Department Financ;:\l/:::lgir;:ﬁri;/mgal Acoosz:; ?tnr:eitmget Internal Auditor
Financial Markets Department Banking aggpgur{r;e:r?ty Services

Governor’s Office

Financial Supervision and

Regulatory Services Department] Human Resources Department

Fiancal Systems Development Property and Information
Department Technology Department

Source: Central Bank of Samoa, 2020
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his year 2019/2020 has been a challenging year for Samoa’s economy as the cost of safeguard-

ing and protecting our people from unprecedented health crises in the form of the 2019 Mea-
sles Epidemic and the ongoing Coronavirus (or Covid-19) Pandemic exerted insurmountable pres-
sures on our small island economy. From a 3.6 percent real growth in 2018/2019, weak domestic
economic activities across most domestic economic sectors and industries have resulted in a -3.5
percent contraction in Samoa’s economy in the year ending June 2020. The only positive trend has
been the high and record level of holdings of official gross foreign reserves.

In recognition of the extraordinary
challenges presented by both these
health crises, particularly the ongoing
global effects of the Covid-19 pandem-
ic, the Central Bank of Sdmoa contin-
ued its accommodative monetary
policy stance to support economic
activities where possible during these
times of uncertainty. Similar to oth-
er economies around the world, the
Samoan economy has tracked into a
recession by end FY2019/2020, with
a worsening outlook throughout the
remainder of 2020 as the required
measures and international travel
restrictions to safeguard and protect
our people through the containment
of the spread of Covid-19 will impact
greatly on all business activities. On
the upside, these ensuing weakness-
es so far have reduced inflationary
pressures, with the headline inflation
rate registering a 1.6 percent at end
June 2020 compared to a 2.2 percent
last year and well below the 3.0 per-
cent annual target. While the coun-
try’s official foreign reserves were at
comfortably high levels pre-Covid19,
Samoa sought the assistance of the
International Monetary Fund (IMF)
through its rapid credit facilities to
cushion the country’s balance of pay-
ments position in view of potential
losses in foreign exchange receipts
from exports, remittances and nota-
bly tourism. Accordingly, this finan-
cial assistance (of USD$22.02 million)
helped galvanize international finan-
cial grant assistance from Samoa’s
development partners towards the
country’s Covid-19 response and pre-
paratory efforts. As a result, the coun-
try’s official foreign reserves at end

FY2019/2020 were at more than ade-
guate levels equivalent to 8.7 months
of imports of goods, exceeding the
minimum of 4.0 months of import
cover and 6.7 months of import cover
in 2018/2019.

In view of these economic challenges,
the Central Bank along with our main
stakeholders stepped up our collab-
oration to ensure Samoa’s financial
system remained stable and sound.
Regular bilateral meetings with each
of the commercial banks and some of
the major non-bank financial institu-
tions in the country were undertaken
at the outset of the Government’s
State of Emergency (SOE) period since
the 20th March 2020. | am pleased
to inform that at end 2019/2020, the
banking system remained strong and
well-capitalized, with the quality of
its assets also well-provisioned pro-
viding a favourable position so far,
but downside risks still remain during
these challenging times ahead. Fur-
thermore, | am also happy to report
the availability of a special Covid-19
standby concessional facility for the
commercial banks as endorsed by the
CBS Board of Directors in late March
2020, to further ensure the stability
and soundness of the banking sector
as well as provide the necessary funds
for private sector activities. The in-
surance industry also performed well,
recording an overall strong solvency
position and improved profitability
over the year. We remain committed
to further strengthening Samoa’s fi-
nancial regulatory framework, in view
of financial system risks, to be con-
sistent with international standards
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and prevailing global developments.
During the year, the Bank continued
to collaborate with the IMF’s Pacific
Financial Technical Assistance Centre
(PFTAC) towards reforming our insur-
ance legislation and broadening the
prudential standards for Samoa, in
line with international principles and
best practices while accounting for
the size and complexity of our small
domestic insurance market. This
technical assistance project is ongo-
ing via virtual communications, after
a temporary delay due to Covid-19
travel restrictions.

To combat money laundering and
counter terrorist financing activi-
ties in the country, we continued to
strengthen and ensure the effective-
ness of our legislative and regulatory
frameworks. This included enhancing
our staff’s capacity to undertake a full
National Risk Assessment in prepara-
tions for Samoa’s 5th Enhanced Fol-
low-Up Assessment in FY2021/2022.
Similarly, | am pleased to inform that
we successfully implemented the FIU
ICT Database System, enabling the
online submission of required report-
ing from our main stakeholders to the
Central Bank, which would assist with
the effective analysis of financial in-
telligence matters. We acknowledge
the grant assistance from the NZ
Government through the Asia Pacific
Group (APG) on Money Laundering
for funding this electronic system.

While strengthening Samoa’s finan-
cial infrastructure remains a priority
for the Central Bank, the stability and
soundness of our financial system



took precedence particularly in the
latter half of 2019/2020 due to the
outset of protecting and safeguard-
ing our people from the Covid-19 and
the necessary relief measures and re-
sponses by our financial institutions.
As a consequence and common sense
prevailing, the implementation of the
Automated Transfer System (ATS+)
and Central Securities Depository
(CSD) system as part of the mod-
ernization of the country’s national
payment system have been pushed
back to 2020/2021. The Credit Data
Bureau project also continues to be a
focus area, with financial and techni-
cal assistance successfully confirmed
from the Asian Development Bank
(ADB) during the year, and initial
stakeholder consultations to begin in
July 2020. We are pleased to report
that the financial services landscape
continues to be conducive to modern
technological developments, with an
uptake in the promotion and usage of
mobile money and digital platforms
for inward remittances and payments
purposes. This was particularly noted
since the Covid-19 SOE period when
social distancing was encouraged as
one of the precautionary contain-
ment measures.

The Bank also remains committed
to assist national efforts towards a
sustainable environment, with its
Sustainable Finance Initiative that
hopes to promote the awareness
and availability of sustainable and

green financial products by our local
financial institutions. This project is
in its early inception stage with initial
consultations undertaken with the
commercial banks, insurance compa-
nies and two of our main non-bank
financial institutions as well as rele-
vant Government Ministries during
FY2019/2020.

Following the closure of most inter-
national borders and travel restric-
tions in place in the latter half of
the financial year, there has been a
notable uptake in online or webinar
seminars and trainings offered by the
Bank’s various international partners.
These have ensured the continuation
of technical assistance and capacity
development opportunities for our
staff, particularly for the Bank’s policy
group to achieve our mandates and
core functions.

Global economic and financial devel-
opments due to Covid-19 also inad-
vertently impacted the Bank’s budget
position through the immediate ef-
fects of volatile exchange rate move-
ments and historically low-interest
rate internationally on the Bank’s pri-
mary source of revenue, its interest
income on foreign reserve holdings.
Notwithstanding these setbacks,
the Bank recorded a total account-
ing net profit of SATS3.8 million in
2019/2020 compared to a net loss of
SATS$3.5 million in the previous year.
Of this profit, and consistent with our

mandate, SAT$2.1 million will be paid
to the Government of Samoa.

While we face increasing uncertain-
ties in addressing these difficulties
presented by Covid-19 on the econ-
omy as a whole, the Central Bank
stands ready to steer and direct the
financial system through these chal-
lenging unchartered waters.

On the whole, | am confident that my
staff and management, along with the
Board, have a shared commitment in
supporting Samoa’s economic recov-
ery and to ensure the resilience of our
financial system. With that, | express
my gratitude and appreciation to our
CBS team as well as our many stake-
holders whom we have collaborated
together in our journey over the last
twelve months and whom we again
call upon as we strive to address the
challenges of the year ahead.

—F
S J
"'-.l..-.l'l.l":l- na Bani w=-Ena
GOVERNOA



Inflation Rate

Official Foreign Reserves

8.7

(month of imports)
June 2020

Capital Adequacy Ratio

Inward Private Remittances

$567.53m

+5.6% from FY 2018/2019

Real Economic Growth

FY 2019-2020

Financial System Credit
Growth Rate

(1s

7.5%

(FY 2019/2020)

Slowing down from 8.1% in FY 2018/2019

Money Supply

O

$1225.45m

1.8% annual growth rate

Excess Liquidity

$282.12m

as of June 2020

Nominal Effective
Exchange Rate

0.05%

Appreciation

Official Interest Rate

Commercial Banks' Interest Rates

Tourism Earnings

9

$375.26m

-30.4% from FY 2018/2019

Government External Debt

Eo

46.5%

as percent of nominal GDP
June 2020




n FY2019/2020, global economic activities declined faster and more severe than the 2009 global

financial crisis (GFC) with the Coronavirus (Covid-19) pandemic outbreak becoming one of the
biggest threats to the global economy and financial markets. Despite no positive cases, the eco-
nomic cost of protecting and safeguarding the Samoan people from the global pandemic crisis has
already taken its toll on the economy, which in addition to the Measles 2019 epidemic, has severe-
ly hit the local tourism sector this year, bringing immense pressure and challenges to other related
domestic economic sectors. As a result, monetary policy remained accommodative to support the
Samoan economy weather through these unprecedented times.

1. The World Economy?

The International Monetary Fund’s
October 2020 World Economic
Outlook (WEQ) Update points to a
global economic recession, with a
-0.8 percent contraction rate in FY
2019/2020 compared to 3.25 percent
growth in FY2018/2019. This was a
slight improvement from the -1.0
percent contraction in the June 2020
WEQO, reflecting better than expect-
ed economic performances in most
advanced economies in the June
guarter as they slowly re-opened or
eased their lockdown measures, with
a negative growth rate of -2.05 per-
cent (from-3.5 percent in the June
WEO) for the advanced economies
and a small growth of 0.2 percent in
the emerging market and developing
economies (compared to 1.95 per-
cent and 4.1 percent respectively in
FY2018/2019).

It is feared that with the uncertainty
on when a vaccine or cure may be
found for this global health crisis,
the current containment measures
around the world may be prolonged,
leading to a more profound and
deeper economic recession much
worse than the 2009 Global Financial
Crisis, the 1987 Stock Market Crash,
any other natural or climatic disaster
in modern history and, according to
the World Bank, since World War 1I.
The Covid-19 pandemic has severely
disrupted economic activities around

the globe and contributed to a more
negative impact on growth than pre-
viously anticipated. The global health
crisis has worsened in many countries
with an increased number of new
cases, especially in emerging market
and developing economies, imposing
more lockdown measures to contain
the virus, resulting in even larger
disruptions to economic activities.
However, in many advanced econo-
mies, the pace of new infections has
declined due to long periods of lock-
down and social distancing although
a second wave of infections have tak-
en place in the last month. The coro-
navirus crisis is estimated to cost the
global tourism sector a loss of billions
in revenue (January 2020 to May
2020) and is more than three times
the loss during the Global Financial
Crisis in 2009. Other reports showed
that it would take until 2024 for pas-
senger traffic to return to pre-crisis
levels, adding more burden on global
airlines. Further to Covid-19 related
downside risks, escalating trade ten-
sions between the United States and
China pose additional challenges to
the global economy. Samoa’s major
trading partners, who are also the
main source markets for remittances
and tourism receipts (namely Austra-
lia, New Zealand and the USA), are
expected to go into recession for the
first time since 1991 for Australia and
the 2009 GFC for the latter two econ-
omies.

2 Sources: IMF World Economic Outlook Bloomberg, Westpac Market Outlook
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Inflationary pressures slowed down
to an estimated 3.1 percent in
FY2019/2020 from 3.3 percent in the
previous year. According to the IMF,
this mainly reflected the low inflation
rates in advanced economies (around
1.1 percent in FY2019/2020 com-
pared to 1.7 percent in FY2018/2019)
and emerging market and developing
economies (averaging at 5.1 percent
over the period from 5.0 percent in
FY2018/2019) due to subdued pres-
sure on prices from a decline in ag-
gregate demand and the significant
drop in international crude oil prices
since the pandemic. Of Samoa’s ma-
jor trading partners, their inflation
rates continued to decline below their
average annual targets of around 3.0
percent, with Australia’s inflation rate
in negative territory for the first time
since 1997.

While global labour market condi-
tions were subdued at the start of the
financial year, the impact of Covid-19
containment measures since March
2020 have resulted in huge employ-
ment losses and a significant jump in
the unemployment rate across the
globe, particularly in the US. (Refer
to Table 1).
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Overall, monetary policies in most
economies were largely accommo-
dative in 2019/2020, in efforts to
contain the economic damage from
Covid-19. The following monetary
policy actions were undertaken by
the major reserve banks worldwide
in light of the global macroeconomic
developments during FY 2019/2020:

e The US Federal Reserve Bank,
lowered its Fund rate five times
by a total of 225 basis points, from
a target range of 2.25 percent to
2.50 percent at end FY2018/2019
to 0.00 percent to 0.25 percent
at end FY2019/2020. In March
2020, the Federal Reserve de-
livered two Fed rate cuts by a
total of 150 basis points in two
unscheduled policy meetings in
response to Covid-19 downside
risks on the country’s weak eco-
nomic outlook.

e Similarly, the Bank of England
reduced their policy rate by 65
basis points from 0.75 percent to
0.10 percent in FY2019/2020 due
to Covid-19 and the uncertainty
surrounding the country’s exit
from the European Union.

e The Reserve Bank of Australia
(RBA) also cut its official cash
rate twice in unscheduled poli-
cy meetings to a historically low
level of 0.25 percent in March
2020 and maintained at this lev-
el by the end of FY2019/2020, as
the coronavirus outbreak threat-
ened to derail economic activities
across the country.

e The Reserve Bank of New Zea-

land (RBNZ) also lowered its offi-
cial cash rate by 125 basis points
to a historical low of 0.25 percent
on concerns about the impacts of
Covid-19 on their economy.

e Likewise, the People’s Bank of
China (PBOC) reduced its offi-
cial policy rate by 50 basis points
from 4.35 percent to 3.85 per-
cent, as the economy tries to re-
cover from the shock caused by
Covid-19 crisis. (Refer to Table 2).

2018/2019. The main drivers for this
growth were mainly based on factors
such as the positive impact of the
Pacific Games and various regional
meetings already hosted and sched-
uled to be hosted by Samoa. In addi-
tion, ‘Construction’ was expected to
expand significantly due to several
large projects such as the Apia Wa-
terfront Development, road widening
project from Malie to Faleolo, Mali-
olio bridge construction, airport ex-
tension project and the Tanumalala
prison complex, coupled with private
sector projects such as the Lava hotel
and the construction of new super-
markets.

On the external sector, the balance
of payments was expected to record
another surplus of $17.8 million for

TABLE 2: WORLD MONETARY POLICY INTEREST RATES

Fiscal year to end June

2015/2016 2016/2017

2017/2018  2018/2019  2019/2020

Official international interest rates
US Federal Reserve

Reserve Bank of Australia 1.75
Reserve Bank of New Zealand 2.25
Bank of England 0.50
European Central Bank 0.00
People's Bank of China 4.35

0.25-0.50 1.00-1.25 1.75-2.00 2.25-2.50 0.00-0.25

Percent (%)

1.50 1.50 1.25 0.25
1.75 1.75 1.50 0.25
0.25 0.50 0.75 0.10
0.00 0.00 0.00 0.00
4.35 4.35 4.35 3.85

Source: IMF and reserve banks' publications and information releases.

2. Domestic Economy

2.1 Monetary Policy Outlook and
Targets

In its meeting in June 2019, the Cen-
tral Bank of Samoa (CBS) Board of
Directors approved the continuation
of the loosening of the monetary
policy stance with the view of sup-
porting further economic growth in
2019/2020, as inflation is projected
to pick up slightly to 2.6 percent at
end June 2020 due mainly to an in-
crease in imported prices.

The real GDP was initially expect-
ed to expand further by 4.9 percent
in 2019/2020 from 3.6 percent in

2019/2020, up from a small defi-
cit of $1.05 million in FY2018/2019.
This surplus was based on expect-
ed further improvements from ex-
port of goods, visitor earnings and
remittances. Overall, the country’s
official foreign reserves level was
forecast at around 6.1 months of im-
ports in 2019/2020, similar to that of
2018/2019.

On monetary and financial condi-
tions, total commercial bank lending
to the private sector and public in-
stitutions was expected to increase
by 3.4 percent by end June 2020,
slowing down from its growth of 4.7
percent in 2018/19. This anticipated
decline reflects the expected winding



down and a return to normal levels
of the business cycle following the
Pacific Games and its preparations.
Similarly, the annual growth of mon-
ey supply (M2) was expected to de-
celerate to 9.5 percent in 2019/2020
from 13.4 percent in June 2019, given
the expected reduction in net foreign
assets.

2.2 Monetary Policy Outcomes

The actual headline annual inflation
rate is around 1.5 percent at end
June 2020, compared to its original
forecast of 2.6 percent and its actu-
al level of 2.2 percent in June 2019.
The lower than expected drop in pric-
es was driven mainly by a decrease
in imported inflation to 1.1 percent
compared to an expected increase of
2.2 percent, stemming from the drop
in prices of some imported food com-
modities and fuel prices. Likewise,
the domestic component of inflation
fell to 2.0 percent at end June 2020
in contrast to a forecast growth of
3.6 percent reflecting the downward
pressure from local agricultural pro-
duce and reduced prices for elec-
tricity and water as per government
stimulus package for COVID19 which
was implemented in April 2020. (See
Graph 1)

In light of the coronavirus (COVID-19)
pandemic, there were large inflows
of grants and budget support funds
as well as an International Mone-
tary Fund (IMF) loan assistance and
funds from international partners
such as World Bank (WB), Asian De-
velopment (ADB), New Zealand and
Australian governments to help the
country cope with the pandemic. This
has boosted gross official internation-
al reserves by $106.2 million (or a sur-
plus in overall balance of payments)
to a record high of $616.2 million
in the FY2019/2020, in contrast to
its original forecast surplus of $17.8

GRAPH 1 : HEADLINE INFLATION RATE
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million. In addition, private remit-
tances rose by 5.6 percent to $567.5
million over last year, slightly higher
than its forecast growth of 3.0 per-
cent in the original forecast. On the
other hand, proceeds from tourism
earnings fell sharply once the lock-
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original forecast. All in all, the sharp
increase in official foreign reserves in
FY2019/2020 was sufficient to cover
around a record high of 8.7 months
of imports, higher than 6.7 months in
FY2018/2019. (See Graph 2)

GRAPH 2 : GROSS OFFICIAL FOREIGN RESERVES
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down was enforced around March
2020. As a result, total visitor arrivals
for 2019/20 is down by 30.3 percent
compared to a forecast growth of 4.7
percent. Similarly, export proceeds
declined by 4.3 percent, compared
to an expected improvement of 17.6
percent and a 42.4 percent increase
recorded in 2018/19. This decline in
export of goods was underpinned
by reductions in earnings from nonu
juice, beer, coconut oil and scrap
metal. On the other hand, the export
of fish improved markedly, above its
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Total liquidity of the banking sys-
tem has improved by 3.0 percent to
$282.1 million at end June 2020 over
a year ago, in-light of the large in-
flows of government budget support
and grant funds as alluded to earlier.
On interest rates, the overall weight-
ed average yield on CBS securities
was last recorded at 0.15 percent in
April 2020 (down from 0.19 percent
in June 2019) due to suspension of
open market operations to ensure
the banking system is liquidity. Mean-
while, the commercial banks’ weight-



ed average deposit rates also edged
down by 2 basis point to 2.73 percent
in FY2019/2020. Likewise, the weight-
ed average lending rate shrank by 34
basis points to 8.63 percent from 8.97
percent last year. However, the annu-
al average growth rate of commer-
cial banks’ credit slowed to 4.7 per-
cent from 5.2 percent in 2018/2019,
which is higher than the 4.1 percent
growth in its original forecast. All in
all, despite the high external inflows,
the sharp expansion in Government
accounts with the monetary system
saw the annual average growth of
money supply drop sharply to 1.8
percent for FY2019/2020 from 13.2
percent growth in FY2018/2019 and
lower than its forecast of 9.5 percent.
The reason for the higher than ex-
pected increase in Government’s net
position reflects the influx of external
grants and budget support funds for
the COVID-19 pandemic.

Overall, the Samoan economy took
a major hit in 2019/20 with real GDP
growth falling by 3.5 percent at end
FY2019/20 from a growth of 3.6 per-
cent in FY2018/2019. As mentioned
earlier, this reversal in fortune was
due to the combined adverse effects
of the Measles Outbreak in the last
half of 2019 coupled with the ongo-
ing global COVID-19 pandemic. As

a result, the Samoan economy has
slipped into a recession with three
consecutive quarters of negative
growths over the same quarter of
the previous year, starting from the
December 2019 quarter. Analysis by
sectors shows that the main impact
was felt through the Commerce sec-
tor, which contracted by 4.4 percent
or $29.6 million due to impact of
lockdowns on business and retailing
activities while Food and Beverage
manufacturing industry shrank by
12.7 percent or $10.4 million in the
year under review. In addition, the
Electricity and Water sector tumbled
by 10.6 percent (514.8 million), the

GRAPH 3 : REAL GDP GROWTH
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million), both the Fishing and Busi-
ness services both declined by $7.0
million and $10.5 million respectively
with the Transport decreasing by $6.7
million in FY2019/20. On the positive
side, the Financial services sector ex-
panded by 4.9 percent or $9.9 million
while Communications rose by 5.9
percent or $7.7 million respectively,
as telecommunications and online
services became a vital service as well
as the channeling of sending money
from families abroad through the fi-
nancial institutions (banks and mon-
ey transfer operators (MTOs)) was at
its high during the lockdown period.
(See Graph 3.)
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Since January 1998, the Central Bank has been implementing monetary policy by issuing its
own Securities using market based techniques — commonly known as open market operations
- complemented by its exchange rate and currency issue functions, Statutory Reserve Deposit pru-
dential requirement (Section VI (1.4)), foreign exchange control and moral suasion.

1. Open Market Operations (OMO)

The level of excess liquidity in the
banking system continued to grow
significantly in FY2019/2020, with
SAT$254.79 million recorded at end
June 2020 compared to SAT$227.37
million in the previous year. Along-
side the investment demand from
the banking sector, active open mar-
ket operations (i.e. new issues) of CBS
Securities continued in the first nine
months of the financial year. In its
April 2020 Reserve Money Program,
the Central Bank decided to tempo-
rarily cease the issuance of any new
CBS Securities and mature the out-
standing papers that month. This
was to support and ensure sufficient
liquidity in the banking system to
meet the needs and stimulate eco-
nomic activities of the private sector
and general public.

As a result, OMO operations con-
cluded on 29 May 2020, with all out-
standing Securities settled with the
commercial banks as they matured in
the last quarter of the financial year.
Overall for FY2019/2020:

e SATS$169.0 million worth of CBS
Securities were floated compared
to SATS231.0 million in the previ-
ous year.

e These floated amounts were
oversubscribed by 160.6 percent
compared to an oversubscription
of 67.7 percent in FY2018/2019.

e Prior to the cessation of OMO,
CBS allotted $171.00 million

worth of Securities during the
year.

e Atotal of SATS191.00 million CBS
Securities matured during the
year, with no outstanding CBS Se-
curities at the end of the financial
year. (See Table 3.)

assist the commercial banks with
providing favourable lending to the
private sector and the general public
given the expected economic slow-
down for the Samoan economy due
to the adverse consequences of the
Covid-19 pandemic. At the end of

Table 3. Central Bank Securities

2015-2016 | 2016-2017 | 2017-2018 2018-2019 2019-2020
Number of Floats 48 32 41 37 30
Amount Floated $178.00 $64.50 $182.00 $231.00 $169.00
Amount Tendered $156.50 $52.00 $285.50 $387.50 $440.50
Amount Allotted $152.50 $51.50 $199.00 $273.10 $171.00
Amount Matured $150.50 $51.90 $175.50 $289.65 $191.00
Amount Outstanding $0.50 $0.00 $23.50 $20.00 $0.00
Source: Central Bank of Samoa

The overall weighted average interest
rate on Central Bank of Samoa Secu-
rities were steady at near-zero levels
in 2019/2020. Reflecting the low-
er number of allotments during the
year, the interest cost to the Central
Bank’s open market operations de-
creased from SATS55,200.92 in the
previous year to SATS$31,513.69 in
FY2019/2020.

2. Credit Facilities to Commercial
Banks

As part of the Central Banks’ Covid-19
assistance to the banking system,
the Board of Directors endorsed on
27 March 2020 the activation and
availability of a new short-term cred-
it facility for the commercial banks.
While there was sufficient liquidity in
the banking system, this facility was
introduced to support and further

FY2019/2020, one commercial bank
had accessed this short-term special
credit facility.

Of its traditional stand-by credit fa-
cilities, the Repurchase and Redis-
count facilities were not accessed
or required in the year. Similarly,
the inter-bank loans market was not
utilised during the reviewed period,
with the inter-bank borrowing rate
remaining at 3.50 percent from end
FY2017/2018.

3. Credit Lines to Selected Financial
Institutions?

There was no need for any new cred-
it line facility (CLF) in FY2019/2020
as the domestic economy recovered
well and no major natural disaster hit
the country. The last CLF introduced
was in FY2017/2018 following the

3The Central Bank of Samoa has extended five separate Credit Line Facilities (CLF) since 2009. These credit lines were extended for specific pur-
poses, mainly with the intent to boost growth in the economy. The first one is known as the Tsunami CLF, which was introduced to assist tsunami
affected businesses. The second CLF was a long term CLF that was introduced as part of the Bank’s monetary policy transmission mechanism to
stimulate growth in selected priority sectors of the economy. The third was the Cyclone Evan CLF mainly extended to assist those households
and businesses particularly hotel accommodations that were significantly affected by the cyclone. The fourth CLF was extended to stimulate the
economy and assist with the hosting of the SIDS and Commonwealth Youth Games. The fifth CLF was to inject further stimulus to selected priority

sector in the economy.



devastation caused by Tropical Cy-
clone Gita. The remaining funds (of
$5.0 million) from this CLF was dis-
bursed in June 2019.

Overall, the total CBS CLF approved
and disbursed to the general public
remained at $135.0 million. As at end
FY2019/2020, the total outstanding
CLF balance at the Central Bank was
recorded at SAT$86.64 million.

Both Samoa Housing Corporation
(SHC) and DBS have continued to
make regular and timely repayments
to the Central Bank, consistent with
the agreed repayment schedules set
out in the Memorandum of Under-
standing (MOU) for the various CLFs.

The Central Bank, as part of its
Covid-19 relief measures, approved
the CLF repayment grace (holiday)
periods for both DBS and SHC on
their monthly repayments obligations
to CBS in the last quarter of the finan-
cial year.

4. Exchange Rate?

The Samoan Tala currency basket still
comprises of the currencies of the
United States of America, the Euro-
pean Union, Australia and New Zea-
land in FY2019/2020. This follows
the routine annual review of the cur-
rency basket which was endorsed by
the Board of Directors in its February
2020 meeting, with the new weights
allocated to these currencies effective
on 10th February 2020. The review
was based on Samoa’s distribution of
merchandise trade and tourism earn-
ings for the 2019 calendar year. Due
to the speed and impact of Covid-19
developments worldwide on the for-
eign exchange markets particularly
in March 2020, a mid-year currency

basket review was implemented for
the first time during the June quar-
ter to assess the effects and potential
impact on the Samoa Tala in the year
ahead. Subsequently, the review out-
comes were endorsed by the Board
of Directors in its June 2020 meeting,
with the new allocated weights tak-
ing effect on 1% July 2020.

The foreign exchange markets were
highly volatile in the year as uncertain-
ties associated with a range of down-
side risks around the world domi-
nated market fundamentals. The
ongoing US-China trade tensions, the
UK/EU Brexit negotiations, civil con-
flicts, geopolitical tensions between
the US and Iran in January 2020 as
well as the Australian bushfires and
droughts, were notable events that
effected the markets in the first seven
months of FY2019/2020. The global
outbreak of the Covid-19 health cri-
sis in January and February, as well
as its subsequent pandemic status
declared by the World Health Organ-

deepening into a global depression.
As expected, the New Zealand dollar
(NZD), Australian dollar (AUD) and
the European EURO as well as most
other major currencies weakened
against the US dollar on risk senti-
ments associated with the gloomy
global economic outlook. As a result,
the Samoa Tala, on a bilateral basis,
depreciated 2.9 percent against the
US dollar and appreciated against the
NZD (by 2.4 percent), AUD (by 3.5
percent) and the Euro (by 0.1 per-
cent). For currencies outside of the
Samoa Tala basket, the Tala strength-
ened marginally against the Chinese
currency (CNH).

Overall, the nominal value of the Sa-
moa Tala appreciated modestly by
0.05 percent against the currencies in
the basket at end 2019/2020. On the
other hand, reflecting the drop in CPI
inflation across Samoa’s main trading
partners, the real effective exchange
rate depreciated by 0.34 percent
from last year.
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5. Foreign Reserves Management

The CBS Act (2015) provides the Cen-
tral Bank of Samoa with the custody
and authority to manage the coun-

“The main objective of the Central Bank’s exchange rate policy is to ensure that exports remain competitive in overseas markets while at the same
time minimizing imported inflation. The exchange rate of the Tala is determined on the basis of a trade-weighted basket of currencies. The basket
is based on Samoa’s distribution of merchandise trade and tourism earnings. This currency basket is reviewed annually to reflect changes in trade
and pavment patterns between Samoa and its maior tradina partners.



try’s foreign reserves.

Gross official international reservess
at end June 2020 expanded by 20.8
percent to $616.68 million from
SATS$510.51 million in the previous
financial year. This reflected a 21.1
percent expansion in the Central
Bank’s foreign exchange holdings® to
SATS$594.28 million, from SAT$490.71
million in FY2018/2019. Similarly,
foreign exchange holdings by the
Ministry of Finance increased 13.15
percent to SATS22.40 million, from
SAT$19.80 million in FY2018/2019.
(See Graph 5.)

with a minimum of A-2 credit ratings’.

The composition of the Central Bank’s
foreign exchange holdings (excluding
the IMF’s SDR holdings) continues to
be reviewed annually and adjusted
accordingly with prevailing economic
and financial conditions. The review
of the CBS Foreign Exchange Invest-
ment Policy and Guidelines in 2019
were endorsed by the Board of Direc-
tors in the June 2019 Board meeting
and enforced immediately in July, at
the start of FY2019/2020. The com-
position of the foreign exchange hold-
ings largely reflected the country’s

GRAPH 5: OFFICIAL FOREIGN EXCHANGE RESERVE HOLDINGS
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holdings were continually invested in
line with reserve management objec-
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major sources of funds and projected
overseas payment obligations at vari-
ous foreign currencies, subject to the
prevailing and expected global yield
environment. While the Euro curren-
cy remains an eligible and acceptable
foreign reserve currency to have as
part of Samoa’s foreign exchange re-
serves holding, the Central Bank still
has not maintained any holdings giv-
en its current negative interest rates.
The continued inclusion of Chinese

dollar-denominated foreign reserves
reflects the international transaction
trends between Samoa and China.
This is also consistent with global
investment trends amongst central
banks, particularly since the Chinese
Yuan became a major reserve curren-
cy following its addition to the IMF’s
Special Drawing Right (SDR) curren-
cy basket in October 2016. The 2020
review of the CBS Foreign Exchange
Investment Policy and Guidelines,
which also factored in the latest glob-
al economic and financial develop-
ments and outlook due to Covid-19,
was endorsed by the Board of Direc-
tors in the June 2020 meeting to be
enforced on 1% July 2020.

At end June 2020, there were some
changes to the composition of CBS
foreign exchange reserves compared
to the previous year. Increased in-
flows of official foreign aid assistance
for Covid-19 Response and budget
support in the last four months of the
year resulted in the higher holdings
of USD-denominated investments,
NZD and AUD international reserves
in FY2019/2020 compared to last
year. By comparison, reductions were
recorded for RMB investments and
GBP foreign exchange reserves. (See
Graph 6.) This composition has ad-
equately supported the servicing of
international commitments of the
country including public external
debt repayment obligations as they
fall due throughout the year. External
debt servicing accounted for 12.58
percent of the country’s official inter-
national reserves as at end June 2020
compared toits 13.91 percent ratio at
end June 2019.

>With the adoption of the Fifth Edition of the International Monetary Fund’s Balance of Payments Manual, Foreign Reserves have been renamed
to Official International Reserves, which includes only the holdings of the Ministry of Finance and the Central Bank of Samoa.

Since 2014/2015, CBS foreign exchange holdings now includes the holdings of the Special Drawing Rights (SDR) and IMF accounts that were
previously held by the Ministry of Finance. The movement in CBS foreign exchange holdings reflects the inflows of Government’s budget support
funds as received through CBS’ foreign bank accounts, overseas payment obligations for the Government and the net position of CBS foreign
exchange operations with the commercial banks (where the latter reflects the receipt and settlement of private sector foreign exchange commit-

ments).

’Short term credit rating using Standard and Poor’s Credit Rating Index. The new minimum credit rating was endorsed by the CBS Board of Di-
rectors at its April 2017 meeting, the result of a change from the previous minimum credit rating of A-1.
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GRAPH 6
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6. Foreign Exchange Control?

The annual review of Exchange Con-
trol policies in June 2019 resulted
in a further relaxation of exchange
controls on certain payments given
the favorable outlook of the Samoan
economy at the time whilst maintain-
ing the robust monitoring of the coun-
try’s foreign exchange reserves to
ensure its preservation and adequa-
cy. This included new and increased
delegation of authorities granted to
the authorized commercial banks and
money transfer operators.

The 2019 review of Exchange Control
policies and procedures concluded in
June, with the minor changes in pol-
icies and procedures taking effect on
15 August 2019 as follows:

Foreign capital payments and a few
selected current account payments
continue to be referred to the CBS
for prior approval, while all other
foreign payments remain delegated
to the commercial banks and mon-
ey transfer operators, subject to the
submission of relevant supporting
documents.

In addition to the assessment of cap-
ital payment applications, the Central
Bank also monitors:

e Export procedures whereby all
exporters must register with the
Bank and are required to remit
their export proceeds into the
country within a specified time-
frame.

e Foreign Currency Deposit Ac-
counts’ - To encourage the re-
patriation of foreign exchange
earnings to Samoa, resident in-
dividuals or firms who are signifi-
cant earners of foreign exchange
have been allowed, since 1994,
to open foreign currency de-
posit accounts. In the financial
year under review, twenty three
(23) new Foreign Currency De-
posit Accounts (FCDAs) were ap-
proved compared to thirty (30)
in 2018/2019. Two (2) of the ap-
provals were for individuals who
worked domestically and are paid

TABLE 4: FOREIGN EXCHANGE PAYMENT

Type of Foreign Exchange | Current

Starting 01%* August 2019

Currency Deposit Accounts
(FCDA) in the names of
residents

Excess Freight Receipts by
Freight Companies

Manual (ECM)

the ECM

Payment
A closure and remittance of | No specific reference in | Delegation of amounts up to
funds from a Foreign | the Exchange Control | SATS50,000

No specific reference in

Any amount in excess of
SATS$50,000 is referred to CBS for
approval

Delegation of amounts up to
SATS$1,000,000

Any amount in excess of
SATS$1,000,000 is referred to CBS
for approval

Family Maintenance/Support

year

Delegation to amounts up
to SATS$50,000 per
applicant per

Delegation for amounts up to
SATS100,000 per applicant per

calendar | calendar year

Gift No limit

Delegation for
SATS$S20,000 per
calendar year

amounts up to
applicant per

8Foreign Exchange Control plays a complemetary role to monetary policy and financial system supervision, ensuring that the country’s foreign
exchange reserves are used for legitimate purposes and maintained at a sustainable level.
9Apart from residents, non-residents such as the diplomatic missions and official international organizations are also able to hold FCDAs.

11



worked domestically and are paid in
foreign currencies, while twenty one
(21) were for businesses, including
exporters, construction companies,
hotels and other business sectors
who provide services to overseas cli-
ents and/or engage regularly in for-
eign transactions. The following were
recorded as at end FY2019/2020:

e There are now 181 active FCDAs
of residents across the domestic
banking system, with a total val-
ue of SAT$48.40 million as at end

June 2020 compared with 342
active FCDAs at end June 2019
amounting to SATS65.68 million;

e FCDAs were available in 7 foreign
currency denominations, namely
the Australian dollar, New Zea-
land dollar, US dollar, Fijian dol-
lar, European Euro, Great Britain
Pound and Japanese Yen.

As part of the Central Bank’s business

continuity approach during the first
State of Emergency period declared

12

in late March 2020, all Exchange Con-
trol applications and procedures at
the Central Bank were adjusted to
comply with the SOE requirements.
In view of this, the submission of any
foreign currency payment applica-
tions or export permit requests were
encouraged to be submitted elec-
tronically to the Central Bank.



One of the key objectives and responsibilities of the Central Bank under its mandate is promot-
ing and maintaining financial stability by:
¢ Licensing banks and supervising their activities with broadly accepted prudential standards

and examination techniques;

e Developing prudential supervision of insurance business and other non-bank financial institu-
tions to further strengthen stability of the financial sector and limit financial distress and;

¢ Providing liquidity to the system as required to minimize short run disturbances;

¢ Licensing of foreign exchange service provider; money transfer operators and money changers.

The overriding purposes of these activities are to encourage financial system soundness and ef-
ficiency, and to reduce the damage that could arise from a bank failure or other financial system

stress

1. Commercial Banks

The stability of the banking system is
recognized as a very important mat-
ter of public interest. Therefore, in
the interest of promoting financial
soundness, banks are subject to the
Central Bank’s prudential supervision
which concentrates primarily on de-
tecting early signs of weaknesses.

Through regular reviews and analysis
of financial information and periodic
reports provided by the banks, the
current financial performances and
conditions are compared against the
prevailing prudential standards and
legal requirements (including past
periods performance) to determine
the degree of risks and vulnerabilities
inherent by the individual banks.

Continuous consultations and discus-
sions were held with the banks on
key areas of their operations which
include, among others, the mainte-
nance of the required capital ade-
guacy ratio, undue concentration of
credit to single borrowers, liquidity
management, profitability perfor-
mance, the maintenance of realistic
provisions against unexpected loss-
es and the adequacy of systems to
monitor and control risks. Bilateral
meetings with the commercial banks

were conducted regularly since the
activation of the Government’s State
of Emergency period in late March.
This was to ensure an effective col-
laboration with the Central Bank to
maintain the soundness of the bank-
ing system in view of Covid-19 devel-
opments.

Notwithstanding the above, the ulti-
mate responsibility for the affairs and
performance of supervised financial
institutions operating in Samoa rests
mainly with the management and the
boards of directors.

The Central Bank can neither guaran-
tee the soundness of a financial in-
stitution nor can it provide complete
protection for its depositors, credi-
tors and other claims on it. However,
by ensuring that supervised financial
institutions follow prudent manage-
ment practices, the Central Bank is
able to promote public confidence in
these institutions and to help main-
tain a sound financial system.

1.1. Financial Position of the
Banking System for the twelve
months ending June 2020

For the last twelve months, the

banking system experienced strong
growth in the overall level of assets.
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Capital adequacy ratio remained rela-
tively steady and supported by banks’
sound profitability performance over
the past twelve months. The quality
of the banks’ assets fortunately indi-
cated a reduction in non-performing
loans despite Covid-19 consequences
on affected businesses, whilst pro-
visions for bad and doubtful debts
were sustained at an adequate level
at the end of June 2020.

In June 2020, the banking system re-
corded an increase in total assets of
4.6 percent ($77.6 million) to $1.763
billion against total liabilities of
$1.466 billion which went up by 3.9
percent ($55.1 million) respectively.

Much of the growth in assets was at-
tributed mainly to the remarkable
increases in lending by 4.5 percent
(550.8 million), cash and deposits
with the CBS and commercial banks
by 4.9 percent ($19.9 million), debt
securities and nonfinancial assets by
19.0 percent ($7.7 million) and 0.8
percent ($1.1 million) in that order.
This was partly offset by the drop in
the level of other assets by 3.1 per-
cent ($0.8 million). Total loans and
advances to deposits ratio went up
slightly from 85.4 percent a year ear-
lier to 85.6 percent to date.



1.2 Capital Adequacy Ratio

A risk-based capital adequacy ratio is
required for all the banks to be main-
tained at all times in relation to the
size and nature of their businesses.

The Central Bank adopts a Two Tier
system whereby all the banks are
required to maintain at all times a
minimum capital adequacy ratio of
15.0 percent in relation to the level
of their risk weighted exposure. As
such, Tier one capital or “core capi-
tal” shall be no less than 7.5 percent
of total risk weighted exposure, while
Tier two capital or Supplemental cap-
ital shall not exceed 100.0 percent of
core capital.

Tier one capital combined amounted
to $228.8 million, increased by 10.8
percent ($22.4 million) from $206.4
million a year earlier due mainly to
the increases in prior year’s audit-
ed retained profits. Tier two capital
of $39.2 million went down by 16.9
percent ($7.9 million) caused mainly
by the decrease in the unaudited re-
tained profits, bringing total capital
(Tier one plus Tier two) to $268.0 mil-
lion at the end of the period.

Hence, the banking system remained
strongly capitalized with an aggregate
ratio of 28.7 percent, rose by 1.2 per-
cent from the previous year. Mean-
while, Tier one capital was recorded
at 24.5 percent. At such levels, the
banking system recorded a surplus
capital of $128.0 million at the end of
June 2020.

These ratios are comfortably above
the Central Bank’s minimum capital
requirements of 15.0 percent and 7.5
percent and indicated potential ca-
pacity for the banking system to more
than adequately meet the public de-
mand on financial services and future
business prospects. (See Graph 7)
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1.3. Asset Quality

The Central Bank places greater em-
phasis on a bank’s internal manage-
ment system to monitor and provide
adequate controls on credit to reduce
possible losses. And, in the event of
default or identified losses as a result
of non-performing loans and other
types of impaired assets, the bank
must ensure that adequate provisions

cent of total loans and advances.

At this level, specific provision of
$39.0 million provides adequate cov-
er for total non-performing loans.
Total provisions for bad and doubtful
loans amounted to $71.2 million (6.2
percent of total loans and advances
to date) also sufficient to cover any
loss against total non-performing
loans. (See Graph 8)
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are maintained to cover for potential
or identified losses.

In the twelve months to end June
2020, total loans and advances went
up by 4.5 percent ($50.8 million)
to $1.169 billion. At this level, to-
tal non-performing loans revealed a
drop by 21.3 percent ($9.3 million) to
$34.4 million, representing a 2.9 per-
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1.3.1. Credit concentration risk:
Sectoral and Industry distribution of
credit exposure:

Diversification of risks is one of the
fundamentals of prudent banking.
Excessive concentration of risk expo-
sure to one customer, industry, eco-
nomic sector or activity jeopardizes
the soundness of banks’ assets and



has been one of the major causes of
bank losses.

The composition of loans by indus-
tries revealed that over the past
twelve months; building, construc-
tions and purchasing of land contin-
ued to be the largest industry expo-
sure at 37.6 percent ($438.9 million),
which increased by 11.1 percent
(543.8 million). Other industries such
as professional services accounted
for 16.8 percent ($196.6 million),
trade at 12.6 percent ($147.3 mil-
lion), transportation at 6.9 percent
(580.2 million), household consump-
tions at 4.3 percent ($50.6 million),
manufacturing at 3.6 percent ($42.3
million), and other activities at 16.0
percent (5187.6 million) in that order.
(Refer Table 5)

In terms of loans by sectors, the busi-
ness sector which contributed 55.1
percent significantly increased by 7.3
percent ($43.6 million) while house-
hold loans which made up 39.1 per-
cent of total loan portfolio registered
a minimal reduction of 0.1 percent
(50.5 million) accordingly. Credit ex-
posure to the Government sector,
including non-financial public enter-
prises and non-monetary financial
institutions dropped by 8.6 percent
($5.1 million).

mercial banks helped to facilitate the
implementation of the Household’s
Interest Rate Subsidy Payment. This
assistance saw the Government ab-
sorbing 2 percent interest cost of
all outstanding household loans as
at end March 2020 for a period of 3
months ending June 2020.

1.4. Liquidity Management

The prime responsibility for the pru-
dent management of a bank’s liquid-
ity and for determining the appropri-
ate level of liquid assets rests with the
bank itself. Hence, the onus has been
imposed on the commercial banks
to manage their day to day liquidity,
as well as handling any unexpected
strain on their cash flows.

In essence, the holding of an ade-
quate stock of highly liquid assets for
meeting day to day liquidity needs is
fundamental to sound and prudent
liquidity management and to engen-
dering public confidence in banks. As
such, banks are expected to have in
place effective systems for managing
their liquidity positions.

At the end of June 2020, total liquid
assets amounted to $288.4 million,
equivalent to 22.5 percent of total
domestic deposit liabilities. At this
level, it showed a favorable improve-

TABLE 5
DISTRIBUTION OF CREDIT EXPOSURES BY INDUSTRY
(AS A PERCENTAGE OF TOTAL CREDIT EXPOSURE)

Agriculture

Fisheries

Manufacturing

Building, Construction & Land
Electricity, Gas & Water
Trade

Transportation
Professional Services
Household consumptions
Others

Foreign currency loans

TOTAL

As part of the Government’s Covid-19
Stimulus Package Phase I, the com-

2019 2020
0.2 0.4
0.2 1.0
3.0 3.6

35.3 37.6
0.9 0.8
11.0 12.6
6.3 6.9
17.1 16.8
5.6 4.3

20.3 16.0
0.1 0.0

100.0 100.0

ment of 5.3 percent ($14.4 million)
when compared to the same time a
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year earlier. In addition, investments
in CBS Securities recorded a zero
amount at the end of June 2020 re-
flecting the action undertaken by the
Bank to withhold issuing securities
during the Covid-19 state of emer-
gency.

In the matching of loans and deposits
by residual maturity, total short term
loans (up to 3 months maturity) plus
liquid reserve funds amounted to
$711.7 million as compared to short
term deposit liabilities of $834.0 mil-
lion. In the 3 months and over cate-
gory, long term loans stood at $1.034
billion against long term deposits of
$447.6 million, revealing a significant
mismatch in the residual maturity of
funds for the period under review.
This trend is however closely moni-
tored in consultation with the banks
given the volatile nature of deposit
funds in the market in order to en-
sure that banks are able to meet their
liquidity obligations at all times.

1.5. Profitability

Based on the banks’ different ac-
counting periods, the banking sys-
tem combined profit figure (before
extraordinary items and taxation)
amounted to $21.5 million, indicat-
ing a drop of 35.1 percent ($11.6 mil-
lion) over a year earlier. This reduc-
tion was due mainly to the covid-19
relief packages offered by the banks
to their clients in view of the border
shut down and State of Emergency
(SOE). Further reduction in this area
is anticipated in the periods ahead.
Following the deduction of tax, the
net profit for the commercial banks in
2019/20 stood at $15.7 million com-
pared to $24.2 million in the previous
year. (See Graph 9)

Total operating income went down by
3.6 percent ($3.0 million) while total
operating expenses and provisions
increased by 17.0 percent ($8.6 mil-
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lion) on an annual basis respectively.
At this level, the efficiency ratio of
the banking system stood at 72.2 per-
cent, weakening from 59.4 percent
registered a year earlier.

On the income side, the major con-
tributing factor highlighted in the in-
crease in banks’ interest income of
3.1 percent ($1.7 million) to $55.1
million on an annual basis.

The overall increase in total operating
expenses by 17.0 percent ($8.6 mil-
lion) revealed the noticeable increas-
es mainly at some of the non-interest
expenses such as taxes and licenses
by $10.4 million, salaries and other
benefits by 9.0 percent ($1.0 million),
management fees by 7.6 percent
(50.4 million) and computer process-
ing by 29.0 percent ($0.3 million).

Return on average net worth of 14.6
percent and return on average total
assets of 2.4 percent both decreased
as compared to the levels recorded at
June 2019.

1.6. Foreign exchange net open po-
sition

The Central Bank closely monitors
the banks’ foreign exchange activities
throughout the year to ensure that
banks are not exposed to any major
foreign exchange risks detrimental

to their viability. Among others, this
refers mainly to the banks foreign ex-
change open overnight position by a
single currency, as well as the combi-
nation of different currencies.

The emphasis is on the Board of Di-
rectors and Management of each
bank to have a clear understanding
and knowledge of their bank’s ability
in undertaking foreign activities in re-
lation to its financial capacity which,
among others, must have regard to
the volume and size of foreign trans-
action deals of customers on a daily
basis, the size of its capital and the
ability of customers (both local and
abroad) to settle their transactions as
they fall due.

Using their own internal manage-
ment limits as previously assessed
and recognized by the Central Bank as
acceptable in accordance with mini-
mum international standards, banks
have operated more or less within
their set of approved limits from time
to time.

The combined foreign assets of the
commercial banks at the end of June
2020 stood at $154.8 million, in-
creased by 9.3 percent (513.2 million)
while total foreign liabilities of $94.1
million decreased by 8.3 percent
(8.5 million) over the same time a
year earlier. At these levels, it reflect-
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ed a net long open position of $63.8
million, equivalent to 23.8 percent
of the banking system’s total capital
(19.4 percent a year earlier).

Non-Bank Financial Institutions
2. Domestic Insurance Industry

2.1. Regulation and Supervision
2.1.1. Administration of the Insur-
ance Act 2007

The Governor of the Central Bank of
Samoa (the “Bank”) is the Insurance
Commissioner (the “Commissioner”)
appointed under section 4 of the In-
surance Act 2007 (the “Act”), to carry
out the functions and powers as stip-
ulated under sections 5 and 6 of the
Act.

There is broad acceptance interna-
tionally that insurance supervision
should be exercised over insurance
companies to protect policyholder in-
terests and foster a competitive and
innovative market place. More spe-
cifically, the aim is to ensure that in-
surance companies meet contractual
commitments made to the insured
and are at all times in a sound finan-
cial position by maintaining sound
solvency standards.

The Bank has responsibilities under
the Financial Institutions Act 1996
and the Insurance Act 2007 to su-
pervise insurance companies in con-
junction with the Bank’s broader re-
sponsibilities aimed at promoting the
health and stability of the financial
system in general.

2.2. Licensing and Insurance Market
Structure

Section 9 of the Act requires all in-
surers and intermediaries conducting
insurance business in Samoa to be



licensed by the Commissioner. The
Commissioner continued to receive
and assess applications for renewal of
licenses by insurers, insurance agents
and insurance brokers. Licenses are
renewed upon the payment of their
license renewal fees by the end of
December of each year.

2.2.1. Licensed Insurance Companies
and Intermediaries

At the end of January 2020, a total of
twenty five (25) insurers and inter-
mediaries were licensed under the
Act and are listed as follows:

i. Six (6) insurance companies (2
life and 4 general);

ii. Three (3) insurance brokers; and

iii. Sixteen (16) insurance agents.

During the period, one general insur-
er was granted a provisional license
for 3 months as a result of non-com-
pliance with several provisions of
the Insurance Act 2007. Also, one in-
surance broker’s license was not re-
newed due to its decision to exit the
market.

2.3. Supervision

The Bank has an integrated, risk-
based system of supervision that
uses both off-site monitoring and
on-site inspections, to examine the
business of each insurer, evaluate its
condition, quality, effectiveness and
compliance with legislation and su-
pervisory requirements.

For the FY 2019/2020, the Bank con-
ducted full scope onsite inspections
to three general insurers. Onsite re-
ports were prepared and submitted
to the respective insurers within the
prescribed timeframe of one month.
Bilateral consultations were held
with the visited insurers to follow-up
on the status of their actions taken

to address weaknesses identified in
the reports. In relation thereto, a visit
to one life insurer was scheduled in
April 2020. Unfortunately, the visit
was cancelled because of the coro-
navirus and the State of Emergency
restrictions imposed by the Govern-
ment.

The Bank continued to monitor in-
surers’ compliance with the Act and
prudential standards through offsite
monitoring which includes the as-
sessment of periodic prudential re-
turns submitted to the Commissioner.
Moreover, regular bilateral discus-
sions were held with the respective
insurers to discuss its financial posi-
tion from time to time plus any other
important insurance matters.

Since October 2018, the Bank start-
ed reviewing the sample insurance
act and revised prudential standards
designed by the technical advisors
sponsored by the International Mon-
etary Fund (IMF) in collaboration
with the Pacific Financial Technical
Assistance Centre (PFTAC). These
sample documents were created at
the request of the Bank plus two oth-
er insurance regulators in the Pacific
region, to assist in reforming the in-
surance legislation and standards in
these countries. To date, the reviews
and discussions are still pending due
to the pandemic.

2.4. Overview of the Domestic
Insurance Industry Performance

2.4.1. Balance Sheet

2.4.1.1. Assets

The consolidated total assets of the
insurance sector (life and general) as
of June 2020 stood at $109.0 million,
up by 6.5 percent ($6.6 million) as
compared to FY2018/2019. The gen-
eral insurance sector continued to
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dominate total assets at 53.9 percent
($58.8 million).

2.4.1.2. Liabilities

On the liabilities side, it was declined
by 0.9 percent ($0.6 million) to $62.9
million over June 2019. Of total, life
insurance accounted for 65.0 percent
(540.9 million) whilst general insurers
represented 35.0 percent ($22.1 mil-
lion) respectively.

2.4.1.3. Shareholders’ Funds and Re-
serves

The combined shareholders” fund
for the domestic insurance industry
grew by 18.6 percent ($7.2 million)
to $46.1 million over June 2019. The
general insurers dominated this sec-
tor at 79.7 percent ($36.7 million).
2.4.2 Solvency Position

As of June 2020, the insurance indus-
try achieved a combined solvency
surplus of $15.6 million, revealing an
increase of 16.7 percent ($2.2 mil-
lion) as compared to June 2019 bal-
ance of $13.4 million. Such surplus
was derived from adjusted net assets
of $21.8 million less solvency margin
of $6.2 million. The general insurers
dominated 54.2 percent ($8.4 mil-
lion) of surplus.

2.4.3 Liquidity Position

For FY2019/2020, the combined lig-
uid assets of the domestic insurance
industry stood at $25.3 million, show-
ing a 0.7 percent ($0.2 million) reduc-
tion as compared to the last twelve
months. Total liquid assets provided
adequate coverage for short term lia-
bilities of $7.2 million.



2.4.4 Gross Premiums

As of June 2020, the life and gener-
al insurance sectors’ combined gross
premium income stood at $23.8 mil-
lion, compared to $23.0 million re-
ported in June 2019 and has revealed
an increase of 3.3 percent ($0.8 mil-
lion). Of total, the general insurance
sector covered 64.9 percent ($15.4
million) while the remaining 35.1 per-
cent ($8.4 million) was represented
by the life insurance sector.

2.4.5 Claims

The combined life and general insur-
ance sectors’ gross policy and claims
payments aggregated at $8.9 million
was reduced by 13.3 percent (S1.4
million) over the past twelve months.
The life insurance sector dominated
73.2 percent ($6.5 million) of claims
paid.

2.4.6 Profitability Performance

The insurance industry registered a
growth in combined profit of $5.6 mil-
lion at end of June 2020 as compared
to a profit of $3.1 million recorded
in June 2019. The general insurance
sector represents 63.8 percent ($3.6
million) of total profit.

3. Other Major Non-Bank Financial
Institutions

3.1. Prudential Supervision of Non-
Bank Financial Institutions

Part 4A of the Financial Institutions
Act 1996 allows the Central Bank of
Samoa (the ‘Bank’) to extend its pru-
dential supervision to non-bank fi-
nancial institutions (‘non-banks’).

The major non-banks include the Sa-
moa National Provident Fund (SNPF),
the Development Bank of Samoa
(DBS), the Samoa Housing Corpora-

tion (SHC) and the Unit Trust of Sa-
moa (UTOS). These non-banks were
established under their own legisla-
tion.

The ultimate responsibility for the
affairs of each non-bank rests sole-
ly with their respective Boards and
senior managements. The Central
Bank’s focus is towards satisfying
itself that non-banks follow sound
management practices and internal
controls consistent with develop-
mental financial institutions and that
prudent standards are continuous-
ly reviewed to take into account the
changing circumstances and environ-
ment.

The Bank continuously assesses
the performance of each non-bank
through its off-site surveillance activ-
ities as well as onsite examinations.

Regular financial returns from non-

3.2. Overview of the Non-Bank Fi-
nancial Institutions Financial Perfor-
mance

3.2.1. Balance Sheet

3.2.1.1. Total Assets

At end of June 2020, total assets of
the four (4) non-banks stood at $1.2
billion, up by 9.3 percent ($115.7 mil-
lion) as compared to June 2019. Such
growth was dominated by the in-
crease in loans and advances (net) by
7.3 percent ($57.7 million) to $794.4
million, accounting for 63.6 percent.
Other assets components like fixed
assets (net) totaled $168.3 million
(13.5 percent), investments of $181.4
million (14.5 percent) and other as-
sets of $105.8 million (8.5 percent) all
grew by 11.0 percent ($18.6 million),
12.9 percent ($23.4 million) and 17.8
percent ($16.0 million) respectively
(See Graph 10).
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banks are furnished on a monthly and
quarterly basis for ongoing reviews
and analysis in determining the quali-
ty of key areas of their operations for
financial soundness.
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3.2.1.2. Total Liabilities

In contrast, total liabilities of $169.1
million dropped by 11.9 percent
(520.2 million) over the last twelve
months. The reduction was caused
by the decrease in major compo-
nents such as borrowings by 5.4 per-
cent ($6.9 million) to $127.6 million
(equivalent to 75.4 percent of liabil-



ities), convertible notes by 39.1 per-
cent ($8.0 million) to $20.5 million
(12.1 percent) and other liabilities by
25.0 percent ($5.3 million) to $21.1
million (12.5 percent) in that order
(See Graph 10).

3.2.1.3. Total Funds, Reserves and
Capital

Total Funds, Reserves and Capital of
the four non-banks as of June 2020
stood at $1.1 billion, up by 12.6 per-
cent ($135.9 million) as compared to
the preceding year. This total is made
up of contributions, pension pool
and other accounts of $948.9 million
(87.7 percent), general reserves and
assets revaluation of $63.9 million
(5.9 percent), and cumulative prof-
its and paid-up capital aggregated at
$68.0 million (6.3 percent) respec-
tively. All these components have in-
creased over the review period, thus
consistent with such movement (See
Graph 10).

3.2.2. Total Loans and Advances

The total loan portfolio (gross) of the
non-banks at the end of June 2020
grew to $830.7 million by 7.2 percent
(559.6 million) over the same time a
year earlier. Distribution of loans by
industry groups revealed that Pro-
fessional and Business Services rep-
resents 23.2 percent (5193.0 million),
Building, Construction and Installa-
tion by 21.7 percent ($180.1 million),
Agriculture, Fisheries, Manufactur-
ing, Trade and Transport accounted
for 6.3 percent ($52.5 million) and
other activities represented 48.7 per-
cent (5404.8 million) correspondingly
(See Graph 11).
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3.2.3. Assets Quality and Provisions

At the end of June 2020, the non-
banks registered a combined
non-performing loans (NPLs) balance
of $89.6 million compared to $74.3
million reported in June 2019, show-
ing an increase of 17.1 percent ($15.3
million). Total NPLs is equivalent to
10.8 percent of total loans and ad-
vances. At this level, total provisions

3.2.4. Profitability

As of June 2020, the non-banks re-
corded a combined unaudited profit
after tax of $81.7 million compared to
a $50.8 million profit reported in June
2019. This result was derived from
total operating income of $106.2 mil-
lion against total operating expens-
es of $25.8 million respectively (See
Graph 12).
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stood at $36.3 million ($34.5 million
last year), accounting for 40.6 per-
cent of total NPLs and 4.4 percent of
total loan portfolio respectively (See
Graph 11).
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4. Money Transfer Operators (MTOs)
and Money Changer (MC)

Also governed under the regulatory
framework of the Bank are the Mon-
ey Transfer Operators (MTO) and
Money Changer (MC) (See Graph 13).
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he department is responsible for the development of the financial system through various ini-
tiatives with the objectives of:

° achieving greater shared economic prosperity through financial inclusion
° assisting to develop deep and dynamic financial markets
. assisting to safeguard the integrity, stability and soundness of the financial system

In the pursuit of these objectives, the work of the department is in the three areas of:

o Financial Infrastructure Development
° Financial Consumer Affairs and Market Conduct
o Stakeholder coordination and liaison with international partners

1. Financial Infrastructure Devel-
opment

1.1 Financial service (banks) land-
scape

As of 30" June 2020, the number of
commercial bank branches remained
at 25, the number of Automatic Tell-
er Machines (ATMs) have increased
to 73 from 69, the number of Elec-
tronic Funds Transfer at Point of Sale
(EFTPOS) outlets have decreased to
590 from 645 and number of cash-in
& cash-out bank agents (merchant
stores) have also decreased to 33
from 82. Most of these financial ac-
cess points are located in the Apia Ur-
ban Area.

The four commercial banks continued
to offer financial services through
various instruments such as mobile
phone applications, card based in-
struments and internet banking plat-
forms.

1.2 Non-Bank financial service pro-
viders

The two mobile network operators
in the country continue to offer their
mobile financial services also known
as mobile money. For the financial
year under review, there has been a

significant increase in the number of
active mobile money users®® by 88%
while the number of mobile money
agents have also increased from 37 in
June 2019 to 116 in June 2020. Fur-
thermore, there was also a significant
boost in the number of transaction
done via mobile money by 223% from
June 2019 to June 2020. The top two
transactions being transfer payments
(including person to person transfers
and bill payments) and cash out (or
cash withdrawal) transactions. Over-
all, a significant increase in demand
and usage of mobile money was not-
ed for the period under review.

1.3 Financial Inclusion Measurement

At end June 2020, there was a notice-
able change in the financial inclusion
measurement stemmed from the
removal of over 59% of ‘cash in and
cash in bank agents’ due to inactive
usage. Apart from this, there were
no significant changes with regard to
access points by location or region,
with the Apia Urban Area dominating
all other regions in number of access
points per 10,000 adults.

1.4 National Payment System (NPS)

After the Automated Transfer System
(ATS+) and Central Securities Depos-

19 Defined as a customer/user that performed at least one transaction in the past 90 days

21

itory (CSD) project kick off in March
2019, the project timeline was set
and planned for system go-live in the
first half of 2020. The work continued
throughout the second half of 2019
with finalising system documenta-
tion, conducting regular consultation
with relevant stakeholders and sourc-
ing network requirements for the sys-
tem. By November 2019, the Minis-
try of Finance (MOF) and Ministry of
Customs and Revenue (MCR) agreed
to be on board with the project.

However, due to COVID-19 pandem-
ic the major project milestones such
as system training, user acceptance
testing, system pilot and go live date
were pushed back and are tentatively
scheduled for first half of 2021. Part
of the system hardware was received
within the period under review and
installation is earmarked to be com-
pleted before end of 2020.

In efforts to boost capacity building in
the payments area, the Central Bank
of Samoa in collaboration with the
World Bank Group and the Toronto
Centre in Canada, co-hosted in Sep-
tember 2019 a regional workshop for
central bankers on “Enhancing the
Safety and Efficiency of the Nation-
al Payments System: The Role of the
Overseer”.



On the regulatory side, work contin-
ues in finalising the NPS Oversight
Regulations, NPS Guidelines for
Agents, NPS Guidelines for Retail Pay-
ment instruments, and Directives for
Electronic Funds Transfer.

1.5 Credit Data Bureau

The credit information bureau re-
mains a priority for the CBS and with
the assistance confirmed from PSDI/
ADB on Technical Assistance and Poli-
cy work, the Credit Bureau Policy/Dis-
cussion Paper was completed in June
2020 to outline the vision and frame-
work of the proposed Credit Bureau.
The next step is to issue the Discus-
sion Paper to relevant stakeholders
for comments and feedback.

1.6 Micro, Small and Medium En-
terprises

With the assistance from PFIP and
UNESCAP, the consultant, Mr John
Hardin, was secured to undertake a
study on the MSME Access to Finance
in Samoa. The MSME mission and
consultation with stakeholders began
in the second half of 2019, and the
MSME Access to Finance Report was
completed in June 2020. An oppor-
tunity also presented itself whilst fi-
nalising the MSME Access to Finance
Report to prepare an additional sup-
plementary report to provide guid-
ance and support for MSMEs affected
by COVID-19 pandemic lockdowns.
The two reports are earmarked to be
launched in a workshop consultation
in August 2020

2. Financial Consumer Affairs and
Market Conduct

2.1 Global Money Week Events

Global Money Week is an annual fi-
nancial awareness built to inspire

children and youth to learn about
Money Management in its simplest
form. Global Money Week previously
organized by Child & Youth Finance
International (CYFI) has been hand-
ed over to the Organization for Eco-
nomic Cooperation and Development
(OECD) International Network on Fi-
nancial Education. Therefore, the 9th
edition is now under the flagship of
OECD.

Unfortunately due to the dramatic
worsening of the COVID-19 pandem-
ic, with numbers of countries affected
worldwide, the usual global celebra-
tion in March was postponed until
further notice and the CBS Financial
Literacy Awareness was cancelled.

2.2 Financial Literacy Assistance
for the DBS Agriculture Value Chain
Finance Project

In July 2019, the CBS facilitated a re-
guest from the Development Bank of
Samoa to provide financial literacy
awareness training on basic money
management skills for the selected
farmers of the piloted Agriculture
Value Chain Finance Project. This was
the only financial literacy assistance
during this financial year and CBS
awaits future requests for assistance
from DBS with regards to this project.

3. Stakeholder coordination and
liaison with international partners.

3.1 National Financial Inclusion
Taskforce (NFIT)

The National Financial Inclusion Task-
force (NFIT), the driver of the Nation-
al Financial Inclusion Strategy (NFIS)
2017-2020 continued its quarterly
meeting throughout the year sharing
initiatives and progress in promot-
ing financial inclusion and financial
literacy in the country. A key activity
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conducted in the period under review
was the midterm review of the NFIS.
The report was finalised and submit-
ted for Cabinet’s information by end
of 2019. As the current strategy is
nearing its end of term, the consul-
tant, Ms Bhavana, was secured with
the assistance of PFIP on June 2020
to review the NFIS 2017-2020 and
also to conduct consultations for new
NFIS Il by December 2020.

3.2 Community Economic Empow-
erment Development Sub-Sector
Committee

The CBS is also a member of the
Community Economic Development
Sub-Sector Committee which was es-
tablished to pursue the Outcome 3
of the Community Sector Plan 2016
— 2021, targeting the economic em-
powerment of vulnerable individuals,
families and villages. The committee
meets quarterly and also provides a
platform for CBS to update the com-
mittee on financial inclusion and fi-
nancial literacy initiatives.

3.3 Alliance for Financial Inclusion
(AFI1)

The CBS continued to be an active
member of the AFI network, with
its participation in the four thematic
working groups on financial inclu-
sion data, small medium enterprises
finance, consumer empowerment
and market conduct, inclusive green
finance, digital financial services and
on financial inclusion strategies.

At the regional level it continued to
work closely with other central banks
in the pacific in the Pacific Island Re-
gional Initiative (PIRI). Under this
initiative, the CBS in November 2019
facilitated the Regional Sandbox road-
show by AFI to gather views from the
stakeholders in Samoa on challenges



and opportunities of having a nation-
al sandbox in Samoa and potentially
being part of a regional sandbox in
the Pacific.

Due to COVID-19 pandemic, the usual
working group and regional initiative
face-to-face meetings were cancelled
and replaced with virtual/online
meetings.

3.4 Pacific Financial Inclusion Pro-
gram (PFIP)

The Pacific Financial Inclusion Pro-
gramme (PFIP) is a joint program of
the United Nations Capital Devel-
opment Fund (UNCDF) and United
Nations Development Programme
(UNDP). Its aim is to increase access
to sustainable, appropriate and af-
fordable financial services by low-in-
come and rural people in the Pacific
Island Countries.

With the assistance of PFIP’s Finan-
cial Inclusion Coordinator in Samoa,
the CBS continued its strong collabo-
ration with PFIP to progress financial
inclusion and financial literacy in Sa-
moa.

4. Sustainable Finance

In recent years, central banks and
regulatory authorities worldwide
have increasingly recognized the
need for global action from financial
practitioners to address the challeng-
es presented by climate change risks
and other environmental dilemmas
on the economies. In particular, the
focus has been to drive the availabili-
ty of sustainable finance, or ‘green fi-
nance’, to facilitate the development
of business activities that supports
environmental sustainability.

In line with the Government’s pri-
orities to address climate change
matters, the Central Bank is also
committed to assist with national ef-
forts, through its Sustainable Finance
Initiative. With this in the mind, the
Central Bank, on 3rd July 2019, joined
the Sustainable Banking Network
(SBN). Our main focus in this area is
to promote and raise market aware-
ness about sustainable and green fi-
nancial products and services. This
will also include a collaboration with
our local financial institutions to de-
sign and implement the appropriate

frameworks to boost the provision of
sustainable finance for green-growth
economic activities in the country.

In the first half of FY2019/2020, initial
consultations were undertaken with
the commercial banks, insurance
companies and two of our main non-
bank financial institutions as well as
relevant Government Ministries. An
online survey was later made avail-
able through the Bank’s website for
nearly two months from the 21
February 2020. With the Central
Bank’s focus to ensuring a sound fi-
nancial system at the outbreak of the
Covid-19 and the implementation of
Government’s SOE restrictions since
March 2020, priority was directed at
ensuring the soundness of the bank-
ing system. Accordingly, some of
the work relating to this Sustainable
Finance Initiative have been slight-
ly pushed back, although internal
preparations are ongoing and noting
as well as the related financing expo-
sure and prevailing risks on the econ-
omy from Covid-19.

1 This is a group of emerging markets’ financial regulators and banking associations established in 2012 and committed to advancing the sus-
tainable finance agenda under the umbrella of the World Bank Group’s International Finance Corporation (IFC).
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1. Summary of activities of the
MLP Authority

The Money Laundering Preven-
tion Authority (“the Authority”)
works to comply with the interna-
tionally recognized standards as
promoted by the Financial Action
Task Force (“FATF”) and the Asia
Pacific Group (“APG”) on Money
Laundering, of which Samoa is a
member. The Authority also sets
the strategic tone for anti-money
laundering measures in Samoa,
and this is implemented by its Fi-
nancial Intelligence Unit (“FIU").
The FATF is an international orga-
nization that sets the global stan-
dards for anti-money laundering
(“AML”). They divide their groups
into regions, and Samoa is a mem-
ber of the APG.

1.1 APG Plenary Meeting (August
2019)

The 22" annual meeting of the Asia
Pacific Group (APG) on Money Laun-
dering was held in Canberra, Aus-
tralia from 18 — 23 August 2019. As
usual, the annual meeting is about
discussions and adoption of reports
and activities (completed, ongoing
and new). Samoa did not seek for
any technical compliance re-ratings
in last year annual plenary meeting
2019. Samoa will continue to focus
more on amending its laws in place
to address its shortcomings identi-
fied in its Mutual Evaluation Report
(MER) 2015 and to work more on the
effectiveness of the law as previously
amended.

Samoa’s next round of MER will take
place in 2021 — 2022; the onsite in-
spection for Samoa is expected to
take place between October and De-

cember 2021 and its MER/Follow-Up
Assessment to be discussed at the
2022 Annual meeting.

1.2 Samoa’s Enhanced Follow-up
Report (“FUR”) to the APG

Samoa submitted its Enhanced Fol-
low up Report to the APG on 3™ June
2020 as required under the APG Third
Round Mutual Evaluation Procedures
2018. In light of the progress made
since the last follow-up report, Samoa
did not seek for any technical compli-
ance re-ratings for this year 2020. Sa-
moa will continue to work on reforms
to rectify deficiencies as identified
in its MER 2015. Samoa’s Follow-up
Assessment (“FUA”) is scheduled to
2021-22.

1.3 Samoa’s National Risk Assess-
ment (“NRA”)

One of Samoa’s key priority needs
submitted to the APG in 2019. Samoa
needed a Technical Assistance to pro-
vide trainings and guidance for FIU to
conduct a detailed NRA for Samoa.
As such the Asia Development Bank
(ADB) through APG offered to provide
assistance for Samoa and funding for
a consultant to assist Samoa to revise
and update Samoa’s NRA. The proj-
ect is currently in progress and is ex-
pected to be completed by December
2020.

1.4 Quarterly Meetings

The FIU continues to host Quarterly

meetings with the AML Task Force
members and Fls compliance officers
to discuss AML/CFT matters (issues,
challenges and way forward).

As part of its supervisory roles, the
FIU will conduct trainings for financial
institutions and Task Force members
regarding their AML/CFT statutory
functions and responsibilities in or-
der to strengthen awareness and re-
main vigilant in detecting, deterring,
disrupting and preventing ML/TF ac-
tivities.

2. Summary of Activities of the
Samoa FIU

The FIU serves as the national center
for the receipt and analysis of suspi-
cious transaction reports (STRs), cash
transaction report (CTR) border cash
reports (BCRs) and other information
relevant to money laundering and fi-
nancing of terrorism. One of the core
functions of FIU is to disseminate in-
telligence assessment report to law
enforcement agencies, government
authorities for further investigation
and appropriate action. FIU also as-
sist with requests from government
agencies for due diligence and mu-
tual assistance matters as well as to
financial institutions and regulatory
agencies for information on any en-
quiries received.

Below is a highlight of FIU perfor-
mance outputs and activities for the
period (2011-2020).

2015/2016 | 2016/2017 | 2017/2018 | 2018/2019 | 2019/2020
STRs Received 46 43 87 76 105%2
Disseminations 10 10 3 27 61
Requests 18 14 22 10 8
BCRs 0 9 24 67 59
Notices 0 0 12 4 2

12 Refer to FIU Side Annual Report 2019-2020 for more information.
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2.1. Suspicious Transaction Report:

The reporting of STRs is an obligation
of financial institutions and supervi-
sory authorities and auditors under
section 23 and 24 of the MLP Act
2007. The FIU received, analyzed and
disseminate the reports to relevant
AML/CFT counterparts for informa-
tion and investigations where appro-
priate.

The following table summarizes re-
ports received and disseminated
during this period.

STRs Received 105

STRs Disseminations 61

2.2. Cash Transaction Report (CTR):

Cash Transaction Report are required
under Section 23(a) of the MLP
Amendment Act 2018. The Financial
Institutions are required to report
all cash transactions equivalent to
SATS$20,000 or more to the FIU on a
weekly basis. (Refer 2.10 for more in-
formation regarding the CTR devel-
opment).

The following table summarizes cash
transactions reported by financial
institutions from July 2019 to June
2020.

or negotiable bearer instruments
equivalent to SATS20,000 or more
and complete the border cash report.
These reports must file to the FIU by
any authorized officer who is on duty
at the border.

2.5. EGMONT

Egmont group is a network group of
FIUs (containing 159 members) that
was created to provide a forum for
the exchange of information confi-

FINANCIAL INSTITUIONS AND INDIVIDUALS NUMBER OF BCRS
Reports for individual passengers 27
Reports relates to Cash Repatriation from FEXCO in American Samoa 32
TOTAL Reports 59

During this period, the FIU received
59 reports from the Customs in re-
lation to cash declaration at the bor-
der, which summarizes in the follow-
ing table. A decrease in the number
of BCR from the last financial year
(2018-2019) was due to the outbreak
of Corona Virus in 2019.

2.4. Approval of Currency Repatria-
tion

The FIU is accountable for issuing ap-
provals of currencies repatriation for
financial institutions and individuals
who are hand-carrying cash equiva-
lent to SAT$20,000 or more outside
of Samoa. A decrease in the number
of currency repatriation approvals
from the last financial year (2018-
2019) was due to the outbreak of Co-
rona Virus in 2019.

FINANCIAL INSTITUTIONS TOTAL AMOUNT TOTAL NUMBER OF
TRANSACTIONS
Commercial Banks 3,520,142,844 27,064
Money Transfer Operators 116,082,032 1,524
TOTAL 3,636,224,876 28,588

2.3. Border Cash Report:

It is a requirement in the MLP Act
2007 under section 13 for any person
who leaves or enters Samoa to de-
clare if they are carrying physical cash

dentially to combat money launder-
ing and Counter terrorism financing.
This is an important tool for gathering
information and disseminating intelli-
gence between FlUs.

Below is a brief summary of re-
quest the FIU received and made via
Egmont during the period under re-
view.

Requests Received 6

Requests Made 2

2.6. Due Diligence and Background
Checks

Another function of the FIU is to con-
duct due diligence and background
checks for requests from financial in-
stitutions, competent authorities and
internal departments of the CBS. The
purpose of the due diligence/back-
ground checks is to screen the legit-
imacy of a company/individual and
also to see if there’s a match/hits that
a particular company/individual has
in relation to serious offences, mon-

FINANCIAL INSTITUIONS AND

NUMBER OF APPROVAL IN

NUMBER OF APPROVAL IN

INDIVIDUALS SAMOAN TALA OTHER CURRENCIES
Commercial Banks 2 11
Money Transfer Operators 9 17
Individuals 1 2
TOTAL 12 30
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ey laundering offences, an offence of
financing terrorism or any other of-
fences under the MLP Act.

FIU received 115 requests within this
financial year (FY2019/2020) and
conducted regular financial assess-
ment and investigations.

2.7. On-going Awareness and Train-
ings

The FIU continues to offer AML/CFT
training to financial institutions, com-
petent authorities and other govern-
ment agencies. The main purpose is
to raise awareness and to re-empha-
size the importance of their roles in
detecting, deterring, disrupting and
preventing ML/TF activities.

The FIU and the Ministry of Customs
and Revenue (MCR) in August 2019
carried out training for members of
the Money Laundering Prevention
Task Force. The purpose of the train-
ing was to introduce the Operational
Planning of the Combined Operation
at the Border to target Cash Smug-
gling. In September 2019, the FIU and
other key agencies (MCR, Airport Au-
thority, Police & Samoa Immigration)
conducted a training at the border
(Faleolo Airport) to brief the officers
engaged at the border regarding the
combined cash courier operation to
target the illegal transportation of
cash across the border. The FIU con-
ducted a training in October 2019 for
Financial Institutions (Commercial
Banks and MTOs) Compliance Offi-
cers for the reporting of CTR via the
FIU online reporting system. The FIU
also conducted awareness training on
AML/CFT matters for Fexco/Western
Union new recruits for the period un-
der review.

2.8. Onsite Inspections

An Onsite inspection was scheduled

for FIs (i.e. Commercial Banks and
Money Transfer Operators (MTOs) in
March to April 2020. Unfortunately
due to the pandemic of the Coro-
navirus (COVID-19) and the Samoa
State of Emergency declarations, so
far eight (8) of eleven (11) MTOs have
been inspected. Overall, a very good
improvement since the last visit in
2018. A few MTOs did an excellent
job in enhancing their AML/CFT pro-
gram while some are recommended
to address some minor issues relat-
ed to their AML/CFT program. The
inspection for other MTOs and Com-
mercial Banks has been postponed
until further notice.

2.9. Regional KYC Utility Project
The FIU is also taking part in a region-
al KYC initiative that is spearheaded
by the Reserve Banks of Australia and
New Zealand and involves all Central
Banks of the Pacific region. The proj-
ect aims at providing a KYC frame-
work and solution that will look to
address the correspondent banking
issues faced by the region. The FIU is
part of the working group and steer-
ing committee as nominated by the
Governor. The FIU will look at con-
sulting Commercial Banks and Mon-
ey Transfer Operators regarding this
initiative to gauge their interest. The
framework and solution will be com-
pleted by October and tabled at the
next Pacific Governor’s meeting by
the working group and steering com-
mittee.
2.10. FIU ICT Database System
The FIU ICT System for the reporting
of CTR via online has successfully im-
plemented on the 12th of November
2019. All CTRs for cash transactions
equivalent to SAT$20,000 and over
are submitted online for most of the
Financial Institutions (i.e. Commercial
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Banks and Money Transfer Opera-
tors). This involves sending, receiv-
ing, exchanging money or any other
type of cash transaction. The system
is then accessed by the FIU in order
to analyze the volume of traffic of this
CTR. This web-based system is a solu-
tion to the increasing number of cash
transactions that are being reported
to the FIU (as opposed to reporting
it manually). The design and the in-
stallation of the two reports (STR and
BCR) were completed in February.
The two reports will be implemented
once the training for all FIs on how to
use the report via online is complet-
ed. This project is funded by the Asia
Pacific Group (“APG”) grant from the
New Zealand Government (through
the Ministry of Foreign Affairs and
Trade).

2.11. Certified Anti-Money launder-
ing Specialists (CAMS) Examination

Two (2) FIU staff was scheduled to sit
the CAMs examination this year but
due to the outbreak of coronavirus
disease worldwide and to comply
with the state of emergency (SOE)
issued by the Government, they will
have to wait until further notice or
as soon as the SOE is lifted. The Cer-
tified Anti-Money Laundering Spe-
cialist (CAMS) credential is the gold
standard in AML certification and rec-
ognized worldwide. The knowledge
and experience from CAMS would be
an asset to the development of the
FIU in promoting AML compliance in
terms of regulating the financial in-
stitutions, embedded effective AML
program to combat ML/TF activities,
and the provision of on-going training
on detection and prevention of ML/
TF.



1. Currency Operations
1.1 Currency handling arrangements

The Central Bank is the sole issuer of
local currency banknotes and coins as
stipulated under the Central Bank of
Samoa Act 2015.

The quality of banknotes was main-
tained in an acceptable level during
2019/20. To keep currency in circu-
lation at a high standard, the Central
Bank would withdraw and destroy
soiled and damaged banknotes, re-
placing them with new banknotes.

The commercial banks continued to
follow the established cash opera-
tional procedures specified in the
Central Bank’s Internal Control of the
Cash and Vault Operations during the
year.

1.2 Currency Issue

The demand for currency (banknotes
and coins) in 2019/20 grew by 11.6
percent to $138.7 million from $124.3
million the year before. This growth
was mainly due to an increase in val-
ue of notes in circulation from $117.4
million in 2018/19 to $130.7 million
in the year under review and partially
due to an increase in coins in circu-
lation from $6.85 million in 2018/19
to S8 million in 2019/20. New notes
issued decreased from $59 million in
2018/19 to $56 million in 2019/20.
As a result, the total cost of currency
issued also decreased from $2.3 mil-
lion in 2018/19 to $2.1 million in the
financial year ending 30 June 2020.

Leaving aside small denomination
coins, the S1 coin remained the
most widely circulated currency unit

Table 6
Notes Processed in Millions

2015/2016 2016/2017 2017/2018 2018/2019 2019/2020

Value | Pieces | Value | Pieces | Value | Pieces | Value | Pieces Value Pieces
Notes
saved for $211.8 6.0 $175.8 5.2 $252 7.16 $242 5.9 $278.5 5.5
reissue
Notes
Destroyed $39 1.8 S44 1.4 $60.3 2.6 $38 1.6 $34 1.4
*Total

$250.8 7.8 $219.8 6.6 $312.3 | 9.76 $280 7.5 $312.5 6.9
Processed

*It is important to note that there are times
when the volume of banknotes will be more
in comparison to the associated value, this is
due to the variety of denomination which is
represented, for example a value of $100tala
in 5tala notes is 20 pieces, where it will only
be 1 piece if it is a 100tala note and 2 pieces

if the value is in 50tala banknotes.

During 2019/20 a total of 6.9 mil-
lion pieces of banknotes were pro-
cessed, with 5.5 million pieces of
banknotes reissued and 1.4 million
unfit banknotes worth $34 million
withdrawn from circulation and de-
stroyed.

in the country with the number of
pieces circulating by the end of June
2020 increasing by 16.1 percent to
2,330,827. The S2 coin also increased
by 19 percent to 1,623,854 pieces in
2019/20. Overall, the number of piec-
es for all the denominations rose by
1,886,400 in the year under review.

1.2.1 $10 Tala Polymer banknote
The $10Tala Polymer banknote re-
leased into circulation in June 2019

was positively received by the Gener-
al Public.
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This note is the second polymer
banknote issued by the Bank into cir-
culation, the first was the 1990 2Tala
Polymer Banknote. In an effort to test
the polymer banknote in circulation,
CBS issued only polymer notes during
the financial year 2019-2020. Current
data shows 74 percent of total 10Tala
banknotes in circulation are Polymer.

1.3 Replacement of Damaged
Banknotes

The Central Bank provides services
to replace banknotes which have
been accidently damaged or are unfit
for circulation. In 2019/20 replaced
notes increased to $128,920 from
$118,365 in 2018/19. The most com-
mon types of damage to banknotes
are limpness, tearing or accidental
burning.

1.4 Counterfeit Currency Notes

Counterfeit money is not reimbursed
nor compensated by the Central
Bank. Therefore, the onus is on the
banks and members of the public
to be vigilant and alert in detecting
counterfeit money.

The Central Bank remained cautious
and actively promoted public aware-
ness to combat the risk of counter-
feit banknotes in 2019/20, launching
another year long media campaign,
including media releases in the TV,
radio and print media. As a result no
counterfeit notes were presented to
the Bank in 2019/2020. (Refer Table
7).

The Central Bank continues to work
closely with the Police Department to
assist police in counterfeit detection
techniques and support with coun-
terfeit analysis.



Table 7
Counterfeit Notes Summary
2016/2017 2017/2018 2018/2019 2019/2020
Denomination V?;t;e Pi;esc)es Value ($) Pi(esc)es Value ($) Pi;esc)es V(a;t)xe Pi:sc)es

5 $0.00 0 $15.00 3 $0.00 0 $0.00 0

10 $30.00 3 $60.00 6 $40.00 4 $0.00 0

20 $40.00 2 $280.00 14 $20.00 1 $0.00 0

50 $0.00 0 $1,050.00 21 $50.00 1 $0.00 0

100 $200.00 2 $300.00 3 $100.00 1 $0.00 0
Total $270.00 | 7 $1,705.00 | 47 | $210.00 7 $0.00 [ ©

1.5 Numismatics

Apart from being used to make pay-
ments, currency banknotes and coins
are themselves valuable works of art
and are well sought after by currency
collectors all over the world. As with
paintings and other works of art, the
more unique and older a banknote or
coin becomes, the more valuable it
tends to be.

Income from Numismatic or collec-
tor sales for the financial year ending
2019/20 was $2.88 million.

The Bank signed a number of agree-
ments with partner mints for a vari-
ety of new coin programs during this
financial year ending 30 June 2020.

2. Banking Operations

2.1 Interbank Settlement

As the overseer of the financial sys-
tem, one of the Central Bank’s key
function in so far as the inter-bank
settlement system is concerned, is
to facilitate the efficient and effec-
tive exchange of payments amongst
the commercial banks. It does this by
providing office facilities where the
commercial banks meet to settle the
exchanges through their Exchange
Settlement Accounts (ESAs) at the
Central Bank. In addition to settling
domestic inter-bank payments, the

ESAs are also used to settle foreign
exchange deals, currency operations
with the Central Bank and transac-
tions in CBS securities. The commer-
cial banks are required to keep their
ESAs in credit at all times.

2.2 National Payment and Settle-
ment System

In its duty to promote and oversee
the safety and efficiency of the Na-
tional Payment System, the Central
Bank is at its last stage of establishing
an Automated Transfer System with
the assistance of the World Bank. This
system will provide an irrevocable
clearing and settlement of financial
transactions between Central Banks
and commercial banks (participants)
in an efficient and reliable manner.
The new system will replace the cur-
rent inter-bank settlement.

To promote cooperation and assist lo-
cal banks using the SWIFT system for
payments, the Central Bank chairs the
Samoa SWIFT user group. This group
provides a forum for local banks to
discuss and review matters related to
SWIFT and payments. The user group
also provides a single point of contact
between Samoa and SWIFT ensuring
timely dissemination of information
to and from SWIFT.
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2.3 Banking Services to Govern-
ment

The Central Bank of Samoa acts as a
banker, agent and depository to Gov-
ernment. In this capacity CBS acts as
banker and fiscal agent of Govern-
ment and any international financial
institutions Samoa is a member.

2.4 Banking & Currency Services
during COVID19

In March 2020 the Covid19 pandemic
resulted in Samoa declaring a State
of Emergency (SOE) locking down the
nation. CBS continued to support Sa-
moa’s banking system and economy
through its currency and banking ser-
vices which were deemed essential
services.

3. Human Resources

3.1 Policy developments, review,
monitoring and awareness

The Bank implemented its revised
CBS Strategic Plan for 2019/2024,
which was reviewed in the previous
financial year. A few staff policies and
projects were developed and under-
way specifically the:

e (CBS Workforce Plan — providing
staff statistics, capacity gaps and
training needs;

¢ An employee engagement survey
to gauge staff job satisfaction;
and the

e Records Digitization project —
transferring manual records into
digitized format.

HRD continued to monitor policies

under its jurisdiction such as the:

e Human Resource Development
(HRD) Training Framework;

e Payroll Policy;

e Recruitment and Selection Policy
and Procedure;



e Travel Policy (Local and Over-
seas); and the
¢ Information Management Policy.

Mid-way through the report period,
Samoa was exposed to the measles
epidemic in December 2019 followed
by the Covid-19 pandemic in early
to mid-2020. This impacted great-
ly on the Bank’s business continuity
approach with the Bank operating
mostly at 60% staff capacity. Gradu-
ally the Government eased its state
of emergency conditions allowing the
Bank to progressively operate at nor-
mal capacity towards the end of the
financial year. Virtual meetings and
trainings became alternatives to face-
to-face meetings and trainings as the
world continued to adapt to the ‘new
normal’ brought forth by the pan-
demic.

3.2 Composition of staff

The Central Bank experienced a slight
increase in staff numbers in the FY
2019/2020 (refer to Graph 14). Sev-
eral new positions were established
to support technical functions of the
Bank. At the end of June 2020, the
Central Bank employed a total of one
hundred and three (103) staff, com-
pared to the one hundred and one
(101) in June 2019. The number of
staff continue to grow as the Bank im-
plements other imminent projects in
the financial years ahead.

In terms of gender composition (refer
to Graph 15), male and female num-
bers for permanent staff (non-con-
tract) are equal in FY 2019/2020. This
differs from the previous financial
years with male dominating the num-
bers. In management positions (con-
tract) female continue to slightly lead
in FY 2019/2020 similar to previous
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financial years. This reflects a sound 3.2.1 Staff Recruitment — promotion
gender equity in CBS staff policies.

and new appointments

In terms of recruitment, there is a

3 Assistant Manager IT, AML/FIU Officer, Analyst FSDD and Assistant Records & Digitization. Two appointments were internal and two were

from outside the Bank.
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marked decrease in appointments
between the recent financial years
(refer to Graph 16). A total of twen-
ty three (23) appointments were re-
corded for FY 2019/2020 compared
to thirty six (36) in FY 2018/2019.

The variance is because of a high
number of employment contracts
due in FY2018/2019 (16) compared
to only four (4) employment con-
tracts due in FY 2019/2020.

3.2.2 Staff Cessation of service

Staff turnover (refer to Graph 17)

slightly decreased in FY 2019/2020

compared to FY 2018/2019. A total of

eleven (11) staff turnover is recorded.

Of the eleven (11):

e Three (3) staff resigned — two
taking up promotions in other
local Offices and one taking up a
church mission; and

e Four (4) staff retired — two ceas-
ing employment and two extend-
ed for the next 12 months under
specific employment conditions;

e Four (4) staff terminated —two on
misconduct and two on forfeiture
of office.

cial year. There is a marked increase
in terminations compared to the two
previous financial years.

3.2.3 Service Recognition

Some permanent staff were recog-

nized for long service during the FY

2019/2020.

e Four (4) staff achieved 15 years of
service.

e Three (3) staff achieved 20 years
of service.

In terms of retirement,

e Two (2) retirees effected retire-
ment and ceased employment.

e Two (2) retirees were extended
service for the next 12 months.

For contract staff, majority of the se-

nior management are long serving

members of the Bank as listed below:

e One (1) achieved above 30 years
of service.

e Seven (7) achieved above 25
years of service.

e Three (3) achieved above 20
years of service.

e Four (4) achieved above 15 years
of service.

e Three (3) achieved above 10
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There is a marked decrease in resig-
nations compared to the last finan-

years of service.
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The Bank acknowledges with grati-
tude the dedication and commend-
able service of its long serving mem-
bers to the Central Bank of Samoa.

3.2.4 Staff Social activities

A few activities involved staff outside

the professional realm of work. These

activities associate with staff health
and welfare and building morale. Sev-
eral prominent activities took place in

FY 2019/2020:

e Fitness transformation pro-
gramme involving gym physical
exercises and hiking programmes
as part of the Bank’s Occupation-
al, Safety and Health (OSH) initia-
tives.

e Competition ‘Battle of Depart-
ments’ to test knowledge on
functions / roles of the Bank.

¢ Thematic mufti on a monthly ba-
sis as a team building initiative.

e Sporting business tournaments
where the Bank is represented in
netball, touch rugby and soccer.

Under the guidance of the Social
Committee, CBS staff participated in
Government clean up for the South
Pacific Games.

Some activities were cancelled by
the onset of the measles epidemic
in December 2019 followed by the
Covid-19 pandemic in early 2020.

3.3 Staff Trainings and Developments

The Bank places value on staff de-
velopment and training and enables
to strengthen and build professional
staff capacity through its staff educa-
tion program especially in core areas
of the Bank.

3.3.1 Local Training and Meetings

The Bank continues to support local
and internal (within CBS) trainings.



(a) Face-to-face trainings and meet-
ings

Several face to face local trainings
took place in this period in areas of:

e Preparatory Training for Samoa’s
Implementation Review of the
United Nations  Convention
Against Corruption;

¢ National Workshop on Trade in
Goods and Trade in Services;

e Project Preparation Training;

¢ Procurement Training Workshop;

e Awareness Program for Public
Servants on Healthy Relation-
ships to promote safe environ-
ment for families and well-being
of all employees;

e Record keeping under the Na-
tional Archives;

e Wi-Fi Access Installation and Ad-
ministration Certification Train-
ing;

e Cyber Security training; and

e Smooth Pay Gold (payroll system)
Training.

The Bank continues bi-annual induc-
tion programs for new recruits and
regular awareness of revised policies
under the Human Resource Depart-
ment.

Training providers that assisted in
CBS local training in this financial year
are Greenology Limited in partner-
ship with GO Wireless NZ and with
Smooth Pay NZ, International Mon-
etary Fund (IMF), Ministry of Educa-
tion, Sports and Culture, Ministry of
Finance, Office of the Ombudsman,
Samoa Public Service Commission,
Samoa Airport Authority and United
Nations Office (on Drugs and Crime).

In the past three (3) financial years,
the number of local trainings (face-
to-face) fluctuated depending on
Department needs and availability of
training (refer to Graph 18). The num-
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ber of local trainings increased slight-
ly in FY 2019/2020 compared to the
FY 2018/2019.

(b) On-line trainings and meetings

The Bank also participated in on-line
courses in Macroeconomic Manage-
ment, Basics for Macroeconomic Sta-
tistics and Digital Money, Consumer
Protection, Digital Money Markets,
Financial Development and Financial
Inclusion course, Regulation in Digi-
tal Finance, Statistics on Internation-
al Trade in Services, Mobile Money
Operations, Fintech and Regulatory
Innovation and Fintech Program.

were Commonwealth Secretariat,
International Monetary Fund and its
Singapore Training Institute, Pacific
Financial Inclusion Program, UK’s De-
partment for International Develop-
ment and Commonwealth Secretari-
at, United Nations Statistics Division
and WTO in cooperation with United
Nations Conference on Trade and De-
velopment.

On-line courses is recently record-
ed and in FY 2018/2019, six (6) staff
enrolled in on-line trainings. In FY
2019/2020, there was a slight in-
crease (refer to Graph 19) to nine (9)
staff due to the limitations to face-to-
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Training providers that assisted in CBS
on-line training in this financial year
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face trainings and meetings because
of Covid-19.



3.3.2 Overseas Trainings and Travel

The Bank’s representation to interna-
tional meetings and conferences con-
tinued in the report period. There is
a marked decrease in overseas train-
ing and travel in the FY 2019/2020
(refer to Graph 20) compared to FY
2018/2019 mainly due to border
restrictions brought upon by the
Covid-19 pandemic. Prior to the im-
pact of Covid-19, donors continued to
fund capacity building opportunities
(either fully or partially) to facilitate
CBS face-to-face participation. This
assistance has now shifted to facil-
itate virtual (on-line) meetings and
trainings.

The Bank further hosted the Pacif-
ic Islands Regional initiative (PIRI)
Regional Sandbox Implementation
Roadshow on 11t and 12*" November
2019.

3.3.3 Donor Support

Donor support has facilitated atten-
dance to most international meetings
and trainings namely the Asian Devel-
opment Bank, Alliance for Financial
Inclusion, Asia Pacific Group, Austra-
lian Transaction Reports and Analysis
Center, Central Bank of Egypt, Debt
Management Facility, Government
of the People’s Republic of China,
International Monetary Fund — Re-
gional Office for Asia, International
Monetary Fund - Singapore Training
Institution, Pacific Financial Technical
Assistance Center, Pacific Northwest
National Laboratory, US Department
of State’s Office of Cooperative Threat
Reduction and the World Bank.

3.4 Formal Education and Profes-
sional affiliations

In FY 2019/2020, three (3) staff grad-
uated with tertiary qualifications in:
1. Bachelor of Commerce from the

GRAPH 20
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National University of Samoa (2
staff);

2. Professional Diploma in Legal
Drafting from the University of
the South Pacific (1 contract
staff).

Eight (8) staff continue part time ter-
tiary and professional studies in areas
of:

1. Bachelor of Law at the University
of the South Pacific (1);

2. Bachelor of Commerce at the Na-
tional University of Samoa (4);

3. Chartered Accountant  Pro-
gramme under the Samoa Insti-
tute of Accountants (2);

4. Professional Diploma in Business
Management at the University of
the South Pacific (1).

In FY 2019/2020, one (1) senior staff
undertook full time studies and com-

pleted a Masters in Economics at the
University of the South Pacific. The
official degree is conferred in the next
report period.

3.5 Work Experience programme,
volunteers and study visits

The Bank did not offer part time work
experience opportunities in the re-
port period. It did continue to assist
students with research activities par-
ticularly in the area of Economics.

3.6 CBS presentations to stakehold-
ers

The Central Bank presents to the Cab-
inet Development Committee (CDC)
on the state of Samoa’s economy
every 2 months or as when advised.
Other presentations are listed in the
table below:

Title of Presentations Receiving agency Period

1. Samoa’s Financial Regulatory Pacific Islands Investment Forum September 2019
Framework (Regional event hosted by SNPF)

2. Implementation of Monetary Policy | National University of Samoa September 2019

3. Role of Central Banks in Increasing Ministry of Agriculture and Finance | October 2019
Access to Finance: Building Alliances | Invitation on “Pacific Week of
for Agribusiness Innovation and Agriculture — CTA and DBS-Side
Growth Event”

4. Crypto-currency: Challenges, Samoa Law Society Symposium November 2019
Opportunities and Solutions

5. Strengthening Digital Security in Samoa Information Technology February 2020
Samoa — the case of the Automatic | Association (SITA)
Transfer System
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4. Property and Information Tech-
nology

Building

Security

The safety of the Bank is extreme-
ly important. Security is around the
clock to keep the two properties se-
cured — the main Office in Apia and
the Offsite at Ululoloa. In addition,
both locations are monitored by a
CCTV security camera surveillance
system with back up standby genera-
tors and uninterrupted power supply
(UPS).

Occupancy

Ministry of Finance (MOF) continues
to occupy levels two, three and four
of the CBS Building with Executive
offices of the CEO and Finance Minis-
ter in level six. The Office of the Om-
budsman remains in level five while,
the World Bank and ADB shares level
seven with the Ministry of Public En-
terprises who moved out of the CBS
Building in the final half of the year
due to limited space and growing
number of staff. The Central Bank of
Samoa fills up other remaining levels
of the building.

Maintenance

Some major developments happened

during the year:

1. Redesigning and constructing
additional car parks around the
building

2. Completion of the fence around
the CBS compound

3. Completion of the canteen and
café on the western side of the
compound

Other services such as these below
are closely monitored to ensure safe-
ty, efficiency and smooth running as

required:
e Uninterrupted Power Supply
(UPS)

e Back-up generator

e Water supply

e Air conditioning system and

e Alarm and Emergency lighting
systems

Occupational Safety and Health
(OSH)

OSH is tasked with addressing safe-
ty and health within the work place.
Health and fitness programs have
been ongoing throughout the year
keeping staff physically active to en-
sure productivity and efficiency.

CBS works collaboratively with four
(4) government authorities namely
the Ministry of Commerce Industry
and Labour, Fire and Emergency Ser-
vices Authority, Ministry of Works,
Transport and Infrastructure and
Ministry of Health to ensure occupa-
tional safety standards and building
standards are adhered and complied
with.

During the measles outbreak towards
the end of 2019, the Department
put in place measures to safeguard
health of staff, tenants and the public
accessing the CBS premises. Substan-
tial supplies of hand sanitizers, masks
and hand gloves were procured for
hygiene purposes as advised by the
Ministry of Health. As the Covid-19
pandemic set in early 2020, the Bank
formed a Committee and put in place
a CBS Crisis Management Plan outlin-
ing health controls and accessibility
to the CBS premises. This continued
until the end of the financial year,
guided by controls issued regular-
ly under the Government’s State of
Emergency Orders.

Offsite Ululoloa

The Ululoloa offsite project complet-

ed some structure and developments

during this financial year:

e The rock wall fence surrounding
the six acres property.

e The IT back-up server room was
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further equipped with back-up
air condition.

e The compound is utilized by the
Government to garage buses
used during the Pacific Games in
2019.

e Work for the main building con-
tinues and in progress.

Information Technology

The Information Technology unit con-
tinues to provide technical support
and advice on all IT matters related
to the Bank. These include constant
monitoring of the thirteen (13) core
systems that run the daily operations
of the Bank as well as monitoring
of licenses renewal and updates of
computer systems, firewall, web and
email filter and endpoint security.

Key IT developments implemented

throughout the year are as follows:

e Replaced network switches with
Gigabit PoE switches.

e Replaced firewall with the latest
next generation technology.

¢ Installed a new heavy-duty UPS
inside the server room.

e Setup a monitoring system to
monitor the IT infrastructure.

e Replaced SWIFT VPN boxes with
new VPNs.

e Upgrade SWIFT Application pack-
ages to new version (7.4)

e Setup an automatic redundantin-
ternet connectivity.

There were two (2) new systems in-
stalled and implemented within the
financial year, the Financial Intelligent
Unit (FIU) system and the digitization
of records project. The National Pay-
ment System has been postponed
due to COVID-19 however, initial
phases and preparation work such as
procuring of the Datablock to house
backup systems and data of the bank,
obtaining hardware and software for
the same project with installation and
commissioning are in the pipeline.



In terms of staff development, one of
the IT Officer had the opportunity to
attend the Cyber Security workshop
held by the Samoa Airport Authority.

The other IT Officer had the opportu-
nity to travel to China and attend the
seminar on Information Technology
and Communication. The Assistant

Manager attended the Wi-Fi Access
Installation and Administration Certi-
fication training held locally.



Financial Performance and Audited
Accounts

The final section of this Annual Re-
port consists of the audited accounts
of the Bank for (FY2019/20) ending
30 June 2020.

At year end 30 June 2020, the Bank
had total assets of $823.7 million
made up of $647.1 million in foreign
assets, and $176.6 million in local as-
sets.

On the other hand, the Bank recorded
total liabilities of $800.4 million con-
sisted of foreign liabilities totalling at
$276.4 million and $524.0 million in
local currency.

The Bank’s net assets amounted to
$23.3 million, a marked increase from
$15.9 million recorded a year earli-
er. Total reserves increased mainly
due to change of policy/accounting
treatment of the coin. The difference
of face value of coins already issued
into circulation over cost of minting
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(including transportation and freight
cost) have been placed in the General
Reserve Account.

Total net profit achieved by the Bank
at year end was $3.8 million, as com-
pared to a net loss of ($3.5 million)
recorded a year earlier.

In accordance with the Central Bank
of Samoa’s Act 2015, the Directors
recommend a dividend of $2.1 mil-
lion to be paid to the Government of
Samoa.



July 2019

o On the 3%, the Central Bank
of Samoa became a member of the
Sustainable Banking Network (SBN), a
group of emerging markets’ financial
regulators and banking associations
under the guidance of the World

Bank Group’s International Finance
Corporation
o From the 7% — 20™, Samoa

successfully hosted the 16™ Pacific
Games.

o From the 1%t to 12, the Cen-
tral Bank of Samoa conducted a full
scope onsite inspection to the Na-
tional Pacific Insurance Limited.

o From 29 to 9 August, a risk-
based onsite inspection was conduct-
ed for Samoa Commercial Bank.

August 2019

. On the 1%, the new Exchange
Control policies and procedures for
2019 took effect. These reflected
new and increased delegation of au-
thorities to the commercial banks and
money transfer operators.

o From 12t - 23" received
Technical Assistance on External Sec-
tor Statistics from the International
Monetary Fund — CDOT in Thailand.

September 2019

o From the 11% to 17", the
Central Bank of Samoa co-hosted
with the Ministry of Finance the Staff
Visit Mission by Samoa’s new Mission
Chief at the International Monetary
Fund (IMF).

o From 24% — 27% September,
Central Bank of Samoa co-hosted with
the World Bank Group and Toronto
Centre in Canada the workshop on
“Enhancing the Safety and Efficiency
of the National Payments System: The
Role of the Overseer”

October 2019

. Sometime in late October,
the first case of the measles outbreak
in Samoa was detected.

November 2019

. Samoa’s measles outbreak
start to have infant casualties.

o On the 4t to 15, a full scope
onsite examination of Federal Pacific
Insurance Limited was undertaken.

o On the 11*, the FIU ICT Da-
tabase System was successfully im-
plemented, enabling the real time
electronic submission of the required
Cash Transaction Report from the
stakeholders to the Central Bank.

o On the 11* and 12*, CBS
hosted a stakeholder’s consultation
for the Pacific Island Regional Initia-
tive (PIRI) Regulatory Sandbox Road-
show on FinTech matters.

December 2019

o From the 5-6%, the Samoa
Government issued a 2 days coun-
try-wide shutdown to allow for the
mass immunization program to ad-
dress the Measles epidemic. As a re-
sult, the Central Bank of Samoa shut
its operations for these two days.

January 2020

o On the 13% the first case
of the Coronavirus (now commonly
referred to as Covid-19) outside of
Wuhan, China was detected, at Thai-
land, followed by Japan on the 16%.
Following the recent Measles epi-
demic, Samoa became one of the first
countries in the world to tighten its
international travel restrictions (such
as health checks as part of travel re-
quirements into the country) as a re-
sult of this new infectious disease.

36

February 2020

. On the 7™ February, the up-
date of Central Bank macro-economic
forecasts and monetary policy stance
for 2019/2020 based on the first six
months’ review was presented to the
Board. As a result, the continuation
of the accommodative monetary pol-
icy to stimulate economic growth for
the remaining six month of the year
was approved.

. On the 10", the Samoa Tala
exchange rate basket, which was re-
viewed and approved by the Board
of Directors on the 7" February, be-
came effective. The Tala basket still
comprise of the currencies of New
Zealand, United States of America,
Australia and European Euro.

. On the 12-25% the IMF con-
ducted its Article IV Mission annual
assessment of the Samoan economy.
. From the 24" an official
Health Directive was issued to restrict
the number of incoming airplane
flights to Samoa from New Zealand,
Australia and Fiji.

. From the 24" February to 6%
March 2020, the Central Bank of Sa-
moa conducted a full scope onsite
visit to the Apia Insurance Limited.

March 2020

. On the 11t the World Health
Organisation (WHO) declares the
Coronavirus (Covid-19) as a pandem-
ic. Earlier in the month, following the
rising number of Covid-19 casualties
worldwide, the global stock markets
had already reacted, with major cen-
tral banks worldwide slashing their
policy interest rates to record-lows of
near zero percent in unscheduled pol-
icy meetings to immediately address
the weak economic outlooks as a re-
sult of the pandemic.



o On the 20%", the Government
of Samoa declares a State of Emer-
gency in relation to Covid-19 and a
two weeks partial lockdown as a pre-
cautionary measure to prevent the
spread of Covid-19 to the country.
Only essential services were allowed,
with reduced operating hours for
public service (including CBS), super-
markets while schools were closed
with other business activities.

o The declaration of the State
of Emergency (COVID-19) for Sa-
moa disrupted project progress for
the ATS-CSD installation and Credit
Bureau reform, effectively halting
these projects. The finalization of the
MSME Access to Finance study was
also affected.

o On the 26%, Samoa officially
closed its international border as a
further precautionary containment
measure given the regional outbreak
of the Covid-19 pandemic, with posi-

tive cases in Australia, New Zealand,
Fiji, Guam, Tahiti and Papua New
Guinea at the time.

. On the 27 the CBS Board
approved the availability of a spe-
cial Covid-19 Credit Facility for the 4
commercial banks, to assist with any
liquidity needs during the pandemic
period.

April 2020

. In its monthly Reserve Mon-
ey Program, CBS decided to tempo-
rarily cease the issuance of any new
CBS Securities as part of its Covid-19
response measures.

May 2020
. On the 29", CBS Open Mar-
ket Operations concluded, with the

remaining CBS Securities matured
and settled.
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June 2020

o On the 3 Samoa submitted
its Enhanced Follow-up Report to the
APG.

o On the 26%, the Board ap-
proved the outcome of the annual
CBS Foreign Investment Policy and
Guidelines 2020 review, with the new
changes taking effect on 1t July.
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Central Bank of Samoa
Management's Statement
For the year ended 30 June 2020

MANAGEMENT "5 RESPONSBILITY FOR FINANCIAL REFORTING

The accompanying financial statements are the respansibility of rnamp‘: The finarncial statements
rd inchud

ent.
have hoon nranarand =rr.nr\|r||'|r|.n gn Intarnstianzl Flaspeial Boamnari e ©F arele = & e b baead
preparel accond nternatbanal Financis Beparting Standaras an o amounts oaseg

on management’s best estirmtﬁ and judgments.

Manasgement has established and maintains accounting and internal controll systems that include written
policies and procedures. These systems are designed to provide reasonable assurance that aur financial

records are reliable and form a proper basis for the timely and accurate preparation of finamcial
statements, and that our assets are properly safeguarded.

The board of directors oversee management’s responsibilities for financial reporting. The financial
statements have been reviewed and approved by the board of directors on recommendation from
management.

Our independent auditors, BOO, have been appointed by the Controller and Auditor General, have audited
our financial statements, The Samoa Audit Offlce has also reviesed the work of the appainted auditors.

The sccermpanying independent auditors” report of the Samoa Audit Office catlines the scope of thebr
examination and their opinion,

Gilbert Waengdin
Asststant Governor - Corporake Services Graup

categ. S 7112/ 200

Peniamina Tauasti
Manager Accounis & Budgst

i lT.IJf nf 20)0



Central Bank of Samoa
Directors” Statement
For the year anded 30 June 2020

The directors present thelr repart together with (he fNinanckal statements of the Central Bank of Samaa
(“the bank™) for the year ended 30 June 2020 as set cut on the accompanying pages and the suditors
report thereon in accerdance with the requirements of the Central Bank of Samoa act 2015,

Directors

The directors of the bank at the date of this report are:

C!ﬂ"p:ﬁlm'- & Governor  Maigva Atalina Ainu'u-Cnar

Diirector Matai'a Alofipo Dandel Meredith
Director Tusala Falani Chan Tung
Director Tuala Pat Lecta

The principal activity of the bank & the implementation of monetary and financial policies of the

government and for the prometion of conditions canducive to an orderly and balanced econamy

dewlopment in Samoa.

State of affairs

In the oginion of the directors:

Iy The accosmpanying statement of financial performance, statemant of changes in eguity and

statement af cash flaws are drawn up sn as to give a troe and fair view of the operation
and results of the bank for the year ended 30 June 2020,

(M}  The accompamang statement of financial position is drawn up so as to give a true and fair
view of the state of affairs of the bank as at 30 June 2020,

Operating

The result fior the year is a net profit of 3.8 million tala (2019 et loss of 52.5 million tala).
Reserves

The Directors recommend that a net profit of 53.8 million tala be tramnsferred to reserves,
Dividends

In accordance with the requirements of the Central Bank of Samoa Act 2015, the Directors recommend a
dividend of 52.1 million b2 paid to the Government of Samoa,

Dated at Apia: _ 27 Ocfober 2000

Slgned i accordance with a resolution of the Board of Directors.,

- B
rv S : _ﬁ_,;% o

DIRECTOR DIRECTOR




Telephome: FFT51

Fianse:

Emall: infoEauditgov.ws
WWebsite:  wwwauditgov.es

Plapss address sl somppondences
o bt Confrodien and Aetier Femers

PO Box 13
APLA, SAMOA

24167

REPORT OF THE AUDIT OFFICE

TO THE GOVERNING BODY IN CHARGE OF GOVERMNAMCE - CEMTRAL BANE OF SAMOS

Audit Opinion

We have audited the sccomparying Financial Statements of the Central Bank of Samge which comprise of the
Statemeant of Financial Position as at 30 June 3020, the Statements of Comprehensive Income, Changes in Equity and
Cagh Flows and for the year ther ended, & Surmmary aof Significant Accounting Policies and Other Explanatory Motes,

The Accounting Frm of BDO, Chartered Accountants, assisted in the audit. Tne Engagement Partrner on the audit
resuiting b this Independent fudited’s Report i Taimalia Ernest Betham

I sur apinian, the financal statements glve a true and Fair view of the finandal position of the Central Bank af Samoa
a5 at 30 Juae 2020, and of its financial performance, changes in egquity and cash flows for the year then ended, in
afardancd with Intérnational Financial Reporting Standasds {IFRSs).

B-asis far Dpinion

We concucted our audit in actordance with Intemnational Standards on Auditing (1545), Jur responsiilities under
those standards are further describeed in the Auditor's Responsibilitias for the Audlt af Fingncia! Staterments section of
our report, We are independent of the Central Bank of 5amoa in accorgande with the ethical requiremments that are
rebevant 1o our judit of financizl statements in Samog, and we have luifiled cur other ethical responsibilities in

atcoidance with these reguirements. We believe that the audit evidence we have cbialned bk sufficient and
appropriate to provide 3 reasonable basis {or our aginies,

Ciher Infarrmation

The Alenmbmee wem rme - .-:I.u-..la
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T

e
LB ]
-

ifve Gther information, The eiher infermation comprises the information nduded in
the director’s report but does net include the fimancial statements and our awditor's report thereon. Our opimion on
the financial staternents does nol cower the other information and we do not express any form of assurance
conchusion theragn.

In cannection with eur audit of the financlal staternents, our responsibity is to resd tha other information and, in
deing o, eondider whether the other information s materially mconsistent with tha financizl statemenis or our
krowledge obtained in the audit or atharwice appears te be materially micstated

if, based on the work we hawve performed, we conclude that there s & material misstatement of this other
informatan, we are required to report that fact. We have nothing = report in this regard,

Responsibilities of Those Charged with Governance for the Financial Statements
Directors and Managerment are responsible for the preparation and Fair presentation of the finandal statements n
accordance with Intermational Financial Reporting Standargs, amd for such interpal control as directors and

Management Determing is receidary 1o enable the preparstion of financial statements that are free from material
misstatement, whether due 1o frawd or efror

In preparing the finzncial statarments, managemeant is responsible for assessing the Central Bank of Samaa's ability to
continue =5 3 going concern, disclosing. = applicable, matters related te going concern and using the going concern
basis of accounting uniess management either intends to iiquidate the Central Bank of Samoa or to cease operatians,
ar have no reslistic alternative bt to do so.

Those enarged with governance are responsible for overseging Central Bank of Samos's financial reporting process.

Auditor’s Respansibilities for the Audit of the Financial Statemenis
Qur objectives are to obtain reasonable assurance about whether the financial staterments as 3 whole are frae from
material misstatement whether due to fraud of error, and to issue an auditor's report that includes our opinion.
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P2 Box 13

Reasonable assurance is & high level of asswrance, but Is not 2 guarantee that an audit conducted in accordance with
international Standards on Auditing will abways detect 3 material misstatement when it exists.  Misstatements can
arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the econgmic decisions of users taken on the basis of these fnancial sLaternents,

s part of an audit in accordance with these international Standards on Auditing, we axercise professional judgment
and maintain professional skepticam throughout the sudit. We alse:

*  Identify and assess the risks of material misstatement of the financial statements whether due to fraud or
error, defign  and pevform  awdit procedures responsiee 1o fhoas  risks, and  obtain audt
evidence that is sufficient and aparopriate to provide a basis for our opinlon. The risk of not detecting a
material misstatement reselting from fraud ks hagher than for ene resulling from ermoe, as fraud may invotee
coliusion, forgery, intentianal omissions, misrepresentations, or the override of internal control

#  Obisin an understanding of inbernal control refevant to the audit in order to design swdit procedures Thal are
appropriate In the droumstances, but not for the purpase of expretting an opirdon on the efectiveness of
the Central Bank of Samea’s internal esntrol,

» Evaluate the sppropriateness of accounting palicles used and the reasonableness of accounting estimates
and related divclotures made by management.

*  Conclude on the appropriatensss of the directors and management's uie of the going concern basis of
accounting and, based on the sudit evidence cbtained, whether @ material uncertainty edsts related 16
Nt or conditions thal may cast significant doubt on the Central Bank of Samaa’s ability to continue a5 &
going concern. M we conclude that material uncertalnty exisks, we are reguired to draw attention in our
suditor's report 1o the related dheclosures in the fimancial staterments or, if such disclosures, are inadequate,
to modify cur opimion, Dur conclusions are based on the audit ovidence cbiained up to the date of our
auditor's report. However, fulure evenls or conditions may cause the Central Bark of Samos Lo cease 1o
CONinue as & going concerm,

* Evaluate the overall presenistion, swudture and comtent of the fnancal statements. nciuding the

disclosures, and whether the financisl statements represent the underlying transsctions and events in a
mananer that achleves falr presentation.

We communicate with the Directors and Management regarding, amaong other matters, the signaficant sudit findings,
incleding any fignificant deficencies in invernal control that we identtly during our audit,

Report on Other Legal and Regulatory Reguiremants
In aur oginion the financial statements of the Bank have been prepaced in accordance with and complies with the
reguirements of:

. Public Bodies (Performances and Accountability) Act 2001, and the
ii. Public Finance Maragement Act 2001,

We alin confism that:

2. we have been given all infarmatian, explanations and assistance necessary for the conduct of the audit; and
b.  the Bank has kept iasncal reéconds sufficlent to enable the financial statements to be prepared and auditad,

Our audit was compieted on the 27" October 2020 and our apinicn is expressed a5 af that date
i A
i
el SN
Apla, Samaa Jasiyh T. Mariner-Leata

29 Oetaber 2020




Central Bank of Samoa
Statemant of Financial Performance

For the year ended 30 June 2020
Mote 1020 M9
£(°000) &{"000)
income
Intersst income an cash and investments ri 10,197 11,024
Interest income an lending 1,699 1,082
Rental income 1,19% 1,274
Other income 21 3,831 i
Tatal Incame 16,918 14,157
Expenses
Adminisirative expenses 1,590 1,910
Board expenses 24 {fi) i3 13
Communication costs 393 360
Currency isswe costs 2,115 L.002
Depreciation 1z 1,054 1,138
Directors fees 24 (i) &3 B2
External audit costs 44 FF
Finance casts 1,052 1,53
Qocupancy costs 45 .1 ]
Staff costs 3821 5,215
Withholding tax on interest income L) Ell
Total Expenses 11,660 13,344
Profit before foreign currency translation 4,158 813
Foreign exchange losses 1 [A44Th [4,401)
Met profit/{loss) for the year 3,811 (3,588)

The accompanying mates form part of these financial statement.



Central Bank of Samas
Statement of Financial Position
As at 30 June 2020

Hate 2020 2019
5("000) $('000)

ASSETS
Foreign currency assets
Cash and Tixed deposit balances 3 arinn 463,330
International monetary fund T 71,873 77.81%
Accrued inlereil ] 1,786 2,055
Total foreign currency assets 647,180 543,224
Lacal currency assets
iCash and fixed deposit balances L] 50,857 38,394
Accrued interaest 14 12
Currency imentory 9 12,5948 14,880
Receivables and prepayments 1] 7442 8,638
Credit line facilities " 86,639 95,733
Froperty, plant and equipment 12 18, 654 18,138
Total local currency assets 176,596 175,795
Total assets 823,776 719,019
LIABILITIES
Foreign currency liabilities
Depasits 13 109, %hb Bo, 284
IMF facilities 14 T1.533 19,001
International monetary fund 7 93,832 93,110
Other liabilities 17 15
Total foreign currency labilities 176,348 198,500
Local currency lHabilitles
Deposits 13 156,911 TN
Currency in circudation 15 131,745 124,254
Central bank securities 16 . 19,593
Payahles and accruals 34 920 41 E6
Prawision for employee entitlements i7 A% 447
Teotal local currency liabilities 524,073 504,640
Total liabilities BOG, 421 703,140
Het assets 23,355 15,879
EQUITY
Capital 9 200, 000 20, 000
General reserve 0 18,987 11,064
Unrealised foreign exchange revaluation reserve 21 (15,632} {15, 185)
Total equity 13,355 15,879

The accompanying notes form part of these Financial Statements

on behalf of the Board: tﬁ.’#’_
— Lall el
r Director ' .
ate 1?({{1&9 Date 27 /1o I|';r.|;|5



Central Bank of 5amoa

Statement of Changes in Equity
For the year ended 30 June 2020

Unrealised
Paid up General
Hots capital {loss)fprofit Total
S1'000) 5000 5(°000) S("000)
Balance at 30 June 2018 20,000 (10,784} 10,251 19,466
Mt p’ﬂ-fl‘t."il.ﬂul far the yEAr - 14,401) E13 {3, 588)
Balance at 30 June 2019 20,000 (1 5,155} 11,064 15,879
Excess of face value of coins
aready Hsued into circulaticn
ower its cost not be retumed
for redemption by the CBS - - 5,794 5,74
20,000 {15,185) 16,858 11,673
Mg prnﬂta’ (loss) for Ih!-].rear i B {447} 4,158 3,811
Profit transferred to Govt in terms
alf Sect 3bii) (b) of CBS Act 2015 . . [2,129] (2129}
Balance at 30 June 2020 _ 20, (e (15,631) 'II.HE 13,335

The accompanying notes form part of these Financial Statements



Central Bank of Samoa
Statement of cash flows
For the year ended 30 June 2020

This statement meets the requirements of JAST -Stelement of Cash Flow. In the Central Bank's view, due
to the nature of central banking activities, this statement does not shed additional light on the Central
Bank's financial results. For the purpose of this statement, cash includes the notes and colns held at the
Reserve Bank and cwemight settlements balances due frem other banks.

Hote 2020 1019
$("000) 5("000)

Cash flows from aperating activities
Cash received from investments 10,1592 11,024
Caih recetved fnom rent 1,199 1,174
Other income 1,823 76
Cash paid for services and goods (4, 761 {5,815)
Cash pald to employess (4,259] 3,183
Interest paid on deposits i1,052) {1,531}
Het cash from operating activities 5 140 10,911
Cash flows from investing acthities
Proceeds from sale of property, plant and equipment i i
Credit line facility repayments recetved during the year 9,094 5819
Interest received on credit line facility 1,699 1,083
Purchase of property, plant and equipment 12 {1,613} {732}
Credit line facilities granted during the year - (5,000}
Het movemnent in term deposits more than 90 days {203} {25,387}
Het cash from investing activities 8.57% (24, 315)
Cash flyws from financing activitbes
Het movement in notes and coins in circulation 749 2,630
Het movement in demand depatits 19,12 BB G459
Cisrrendy ladiss Conld [2,115) (1,364)
et movement in securities {20,000} (3,502)
Het moverment in external liabilities 77848 (557}
Het cash from financing activities 103,014 105,854
Met increase in cash and cash equivalents 117,135 92,450
Cash and cash eguivalents at the beginning of the year 579,563 451,514
Het anrealised losses on translation of foreign currency {447] {4,401
menetary assets and labilities
Cash and cash equivalents at end of year 656,251 579,561

The accoampanying nates farm part of thess Financial Statementy
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Central Bank of S5amoa
Hotes forming part of the financial statements
For the year ended 30 June 2020

1.

General

The Central Bank of Samoa (“Bank™) |5 a body corporate created under the Central Bank of Samoa fct 1015,
The Contral Bank of Samoa & responsible for the implementation of monetary and financial policies of the
Government of Samoa and for the promation of conditions conducive to orderly and balanced econamic
development in Samoa,

These financlal statements are prepared in accordance with part 8 of the Central Bank of Samoa Act 2015
and comply with International Financial Reparting Standards,

The Bank's affice 18 located on the Sth, 8th and ground Near of the Central Bank of Samoa Bullding, Apla,
The postal address is CB5 Private Bag, 5amoa.

%ﬂﬁ mmmmfwmwthﬁmmmth Board of Directors on
2

Adoption of new and revised Standards

Mew standards adopted as at 1" Janusry 2019
fFRE 14 'Loases’

The Bank as a Lessen

IFRS 16 'Leases” replaces LAS 17 ‘Leases’ along with three Interpretations (IFRIC 4 Determining whethes an
Agreement contains a Lease, SIC 15 ‘Operating Leases-Incenthes” and 5IC 27 "Evaluating the Substance of
Transactions Involving the Legal Form of a Lease').

The adoption of this new Standard will result in the Bank recognising a right-of-use asset and related Lease
liability in connection with all former operating Leases except for thoss identified as low-valus or having &
remaining lease term of less than 12 months from the date of initial application,

For contracts Im place at the date of initial application, the Bank has elected to apply the definition of a

kease from 145 17 and IFRIC 4 and has not applied IFRS 14 to arrangements that were previousty not identified
&% lease under |45 17 and IFRIC 4,

Instead of perfarming an impairment review on the right-of -ute assets at the date of indtisl application, the
Bank has refled on it hisborc assessment as o whether leases were onerous fmmediately before the date
aof initial application of IFRS 16,

The bank has elected 1o account exemption For sharl Lerm leases using practical expedients as the Bank has
nio formal leaie agreement with the Government of Samea for its offkce premises.

The Bank as a Lessor
The Bank's accounting policy under IFRS 15 has not changes from the comparative period,
A5 & lessor the Bank classifies its leases a3 either operating of finance leases,

A lease 15 classified as a finance lease If 1t transfer substantially all the risks and rewards incldental ta
ownership of the underlying asset and classified as an operating lease if it does not.

Seatement of significant accounting policies

The principal secounting policies applied in the preparation of thedes financisl statements are o aut below
These polickes have been conststently applied to all the years presented, uniess otherstse stated.

a, Basts ef preparation

The financial statements of the Central Bank of Samoa ("Bank™) have been prepared in accordance with
Internathonal Financial Reporting Standands ("IFR3"). The financial statements have been prepared under
the historical cost convention as modified by the revaluation of certain financial assets and liabilithes, The
financial statements are prepared in Samoan Tala and all values are rounded to the nearest thousand
15'000) except where othierwise indicated.

n



Central Bank of Samoa

Hotes forming part of the financial statements
For the year ended 30 June 1030

A

Statement of significant accounting policies [Continued)
& [Basis of preparation |Continweed)

The preparstion of the fasncial stalements in conformity with FRS requires massgement to make
estimates and assumplions that affect the reported amounts of assets and Habflites and disclesure of
contingent astets and Habilithes at the date of the financial statements and the reporied amounts of
rewenue and epentses during the reparting period. Although these estimates are bated on MARBREMERL'Y
best knowledge of current events and actions, actual results may differ from those estimates, The areas
valving & higher degree of judgement o complexity, or areas where sssumptions and estimates are
significant to the financial statements are disclosed in Mote 3.

Certain interpretaticons and amendmsents to extsting standands have been published that became effective
during the current financial period. The Bank has assessed the relevance of all such new interpretation
and amendments, and has adepted the following, which are relevant o ity operations.

b. Foreign currency tramsactions

Transsctions in forelgn currencies are translated to functional currency at exchange rates ruling at the
date of the transaction.

Monetary assets and Liabdlities denominated in foneign currencies at the balance sheet date are transiated
1o the fumctional currency (Le.: Samoan Tala) ab the excharge rate ruling at that date.

Foreign exchange gains and loases resulting from settiement of foreign curmency trangactions and from the
translation al year-end exchange rabes of monetary kusets and labilities in foreign currency are recognized
in the prafit and loss account,

Haon-moneiary duieds and LabMitkes that ans measured §n terms of historical cost im a foreign currency are
translaved using the exchange rate af the date of the transaction, Mon-monetary assets and [iabilities
denceninated In foreign currencies that sre sisted at fair value are transiated to the functional currency
at the exchange rates ruling at the dates the fakr value was determined,

¢, Cash and cash squivalents

For the purpases of the statement of cash flows, cash and cash eguivalents includes cash held at bank,
shart-term bank deposits, bank bills with original maturities of three menths ar less frem the
moguisition date that are wbject to an intignificant risk of changes in fair value and are wsed by the
Bank in the management of i3 short-term commitments,

d. Property, plant and equipment

Land i carried at marke? walue, items of property, plant and equipment are measured atl oosh Less
apumuiated depreciation and inpairment Losses, Cosl weludes expendiiunes that are directly attributabde
te the acquisition of the asiets.

Depreciation ts charged to prodit or koss on a straight-lne basis over the estimated uselul lives of each part

af an item of property, plant and sguipment, The estimates of useful ives of property, plant and eguipment
aver which depreciation i charged are as follows:

= Land Hot Depreclated

= Buildings 10 years and 40 to 50 years
= Ddfice equipment, fumiture and fittings 5 ta 10 years

+  Mator vehicles 5 years

#  Leasehold Improvement 25 to X0 years

Thee assets’ residual values and weful tves are reviewed, and adjusted if appropriate, at sach balance sheet
cake,

Expenditure on the repairs and maintenance of property, plant and equipment which does not add to the
future economic benefits expected from the assets & recognized as an capenss when incumed, Gains and
losses on dispesal of propeety, plant and equipment ane determimed by reference to thelr carrying amount and
are taken Il account B delerminig prodil



Central Bank of Samoa
Hotes forming part of the financial statements
Faor the year ended 30 June 2020

E

Statement of significant accounting policles (continued)
d. Property, plant and equipment (continued)

The cost of major rencvaticns s included in the carmying amount of the asset when it 15 probable that the
future economic benefits will exceed the priginally assessed standard of performance of the existing asset

and will flow to the Bank, Majer rencvaticons are depreciated over the remaining useful life of the related
asset.

&, Inventory of currency

Irventories of currency an hand are recagnized in the Statement of Financial Position at cost. Cost includes
the costs of bringing irmventocied to their present location and condition,

When currency s lisued, the value of ventory s reduced, and an expenie s recorded for currency Esue
costs, Currency tssus costs are determined on a first-in, first-out (FIFO) basis.

f. Financial instruments
Recognition and derecognition

Financial assets and financial liabfities are recognized when the Bank becomes a party to the contractual
provisions of the financial insfrument.

Financial assels are derscognised when the contractual rights to the cash flows from the financial asset
expire, or when the financial ssset and substantially all the risks and rewands are transferred. A financial
Liab#ity 1s derecognised when it 15 extinguished, discharged, cancelled of expires.

Classificaticn and measurement of financial assets

Classification and initial measurement

Except for those trade recelvables that do not contain a significant financing component and are measured
at the transaction price in accordance with IFRS 15, all Minancial assets are inftially measured at fair value
sdjusted for transaction costs (where applicable).

Financial assets of the Bank, are classified into the fallowing categories:
. amortised cost

w  Tair value through profit or Lo (FYTPL)

s fair value through ather comprehemsive incoms (FYOCH),

The classification is determined by both:

= the entity's business model for managing the financial asset
= the contractual cash flow characteristics of the financial asset.

All income and expenses fﬂﬂlﬁltﬂf‘lﬁlﬂ‘l& assefs that are recognised in profit or Loss are presented within
finance costs, finance ncome or other financial items, except for impakrment of trade receivables which
is presented within other experses.

Lingncig] gssels gt gmortised ost

Assets that are held for the collection of contractual cash flows where those cash flows represent solely
payments of principal and interest are measured at amortized cost. A gain or loss on a debt investment
that ts subseguently measured at amortized cost and s not part of a hedging relationship & recognized in
profit or loss when the asset s derecognized or impaired. Interest income from these financial assets is
included in "interest income” using the effective interest rate methed. This category inclsdes cash balances
and staff loan receivables.

AT assels ol [ RS ] I0Fs [FVT P
Financial assets that are held within a different business mode! other than "hold to collect’ or 'haold o
collect and sell” are categorised at fair value through profit and Ioss. Further, irmespective of business
midel financlal assets whose contractual cash flows are not solely payments of principal and inberest are

accounted for at FVTPL. This category includes the UTOS comvertible notes. Assets in this catlegory are
measured at fair value with gains or losses recognised in profit or loss,
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Central Bank of Samoa
Hotes farming part of the financial statements
For the year ended 30 June 2020

3. Statement of significant accpunting policies (continued)
f. Financial instruments {continued)

Locgl and farefgn currency deposits

The Central Bank of Samoa holds call and term {or fixed) deposits with highly rated commercial banks locally
and overseas and also maintaing warking accounts in foredgn currencies. Depasits are classified as ‘amortised
cost’ and recorded at their face value which is equivalent to their amortized cost using the effective interest

method. Interest i accrued over the term of deposits and i received periodically or at maturity, Interest
accrued but mot recekved 18 ncloded in Accrued Interest.

Austrafian dolfar bank Bl

In the course of its financial market operations the Central Bank of Samon engages in repurchase agresmeants
Fvolving Australian dellar discount securities. These discount securities purchased and contracted for sals
under bury repurchase agreements are classified as 'amortised” and valued at amaoritied cost. Interest earned
on the discount securities & the difference between the purchase cost and the face valwe of the security at
maturity and is amertised over the term of the security.

ii i i
The Central Bank of S5amoa provides advances to commercial banks and other financial or lending instituticns
through secured lending and credit line facilities, Secured lending and credit line facilities are classified as
‘amortised cost” and recorded at their face value which s equivalent to thelr amortized cost using the
effective interest method, Interest income is recorded over the term of advance or oredit facility as it
FOCIULS.

Impairment of financiad assets

IFRS %'s impairment requirements use more forward-locking information to recognise expected credit losses
- the "expected oredit loss (BECL) model’. This replaces 1AS 39 “incurred loss model”. Instruments within
the scope of the new requirements included investments and securities measured st amortised cost.

Recognition of credit losses & no longer dependent on the Bank first identifying a credit loss event_ Instead
the Bank considers a broader range af information when assesiing credit risk and measuring expected credit
lesses, including past events, current conditions, reasonable and supportable forecasts that affect the
expected collectability of the future cash flows of the instrement, In apptying this forward-loaking approach
under the general model, a distinction is made bebween:

= financial instruments that have mot deteriorated significantly in credit guality since initial recognition or
that have low credit risk (*Stage 1°) and

= financial instruments that have deteriorated significantly in credit gquality since initial recognition and
whose credit risk is not low (“Stage 2°).

"Stage 1" would cover financial assels that have objective evidence of impairment at the reporting date,

The Bank utilizes an expecied credit loss model Tellowing the Probability of Default approach and
measurement of the expected credit losses is determined by a probability-webghted estimate of credit
losses over the expacted life of the financial instrument.

Staff loan receivobles

The Bank has elected to use of a simplified approach in accounting for staff loan receivables and records
the lass allowance as lifetime expected credit losses. These are the expected shortfalls in contractual cash
flows, considering the potential for default at amy point during the life of the financial instrement. In
calculating, the Bank uses its historical experience, external indscatars and forward -looking infarmation to
calculate the expected credit losses using a proviston matrix,

The Bank assesses impairment of staff loan receivables on a collective basis as they possess shared credit
risk characteristics, they have been grouped based on the days past die.



Central Bank of Samoa
Hotes forming part of the financial statements
For the year ended 30 June 2020

3. Statement of significant accounting polickes (centinued)
f.  Financial instruments (continwed)
Classification snd measurement of financial |Labilities

Az the accounting for financial labilithes remains largely the same under IFRS % compared to 1AS 39, the
Bank's financial labilitles were not impacted by the adeption of IFRS 9. However, for completenssis, the
sccounting policy is disclosed below.

The Bank's financial liabflities include deposits held, balances dse to thind parties, borreeings, trade and
other payables. Financial [iabilities are initlally measured at fair value, and, where applicable, adjusted for
transaction costs unless the Bank destgnated a financial lability &t fas value threugh profit or Loss.

Subsequently, financial lkabilities are measured at amortised cost using the effective interest method except
for derivatives and financial Habilities designated at PVTPL, which are carrbed subsequently at fair value
with gains or losses recognised in profif or loss (other than derivative financial instruments thai are
designated and effective as hedging instruments).

All interest-related charges and, i applicable, changes fin an instrument’s fair valwe that are reported in
profit or loss are included within finance costs or finance incomse.

ifi ification and id i

sell repurchass adresments (Central Bank Securitieg)

Central Bank securithes sold and centracted for repurchase are held for purposes of conducting monetary
policy and may be repurchased, typically for short terms, under repurchase agreements, The counterpart
ohbligation to repurchase the securities & reported im lHabfities ab amertised cast. The difference bebween
the sale and purchase price Is accrued aver the term of the agreement and recognised as interest expense,

i
Demand depesits representing funds placed with the Bank by financlsl inatitutions and other organkzations
are breught 1o account on an amartised cost basis, which i3 equivalent to their face value, These deposits
are at call. Interest is paid on demand deposits of Government of Samoa held with the Bank,

g Fareign currency gains available for distribution

Agtets and liabilithes denominated in foreign currency are corverted ko Samoan tala eguivalents at the
relevant exchange rate ruling on balance date. Realized and unrealized gains or lowses on forelgn currency
are taken ta prefit, but only realized gaing and lesses are svailable for distribution in accordance with the
Central Bank of Samoa Act 2015, Interest revenue and experdes on foreign currency assety and |iabilities
are converted to Sameoan tala using the relevant market sxchange rabe on the date they are accrued o
recagnised.

h.  Currency
Currency In efrculation

Currency Ssued by the Bank represents a claim on the Bank in fawoer of the halder, The liability for currency
in chircislation is recorded at face value in the stabement of financial position.,

Demanetised currency
In accordance with the provisions of the Central Bank of Samoa Act NS, the Bank na Longer has any lability
for currency that has been demonetised and remains in circulation. Therefore, currency in circulation that

has boen demonetied and condes vo be legsl tender from the dabe as specified by the Bank i recognized
in Encome,

Collectors” currency
Collectars currency tiausd by the Bank repressnts & claim on the Bank in faver of the holder, The lability

for collectors’ currency is recorded at face value in the stabement of financial position. Prior to ¥ July 2011
the value of collectors' currency ts reflected as a contingent Hability,
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Hotes forming part of the financial statements
Far the year ended 30 June 2020

Statement of significant accownting policles (continwed)
h. Cuorrency {continued)
Coins

The policy for Bsuance of new coing has been changed, all new coing Bsued into circulation are treated as
seignorage income effective July 2019, These nenw coins are no lenger retumed or accepted by CBS.

Coins Seignorage Revenus

The seignorage revenue from coind currently claimed by the Central Bank of Samoa (CBS) i the sctual
difference between the face value of the coing it had already issued and their associabed production costs
already sxpended. Since the coing lssued are no longer returned or acoepted by the CBS in line with palboy
change in July 2019, this multiple year seignorage revenue & now booked into s general reserves and not
the profit and loss accounk,

i. Reserve Tranche and balances with the international Monetary Fund [IMF)

Reserve Tranche and balances with the international Menetary Fund (IMF) - The Reserve Tranche represents
the difference between the asigned quoth and the IMF currency holdings. The Reserve Tranche can be
accessed at any time without fees or economic referm conditions. The remainder of the guota is held in
Special Drawing Rights (S0R) which &5 a supplementany international reserve asset.

The 50R interest rate provides the basis for calowlating the interest charged and the interest paid to
members af the IMF for the uwse of their resources for regular (non-concestional) IMF loans, It is alio the
interest paid to members on their 5DR holdings and charged on their SDR allocation. The S0R interest rate
is determined weehly and B based on a weighted average of representative interest rates on short-term
debt instrments in the money markets of the SOR basket currencles.

§.  Copital and reservies

The capital of the Central Bank is established by the Central Bank of 5amoa Act 2015 (“Act”). Any increase
te capital proposed by the Board of Directars is approved by the Finance Minkster in accordance with Section
31 of the Act.

The General Reserve also forms part of equity and this reconds all net profits and net losses incurred by the
Bank,

Unrealised gains and losses on forelgn exchange, forelgn securities and Samoan tala securithes are
recognised in profit, However, until such gains or losses are realized, they are not svailable for distribution
to the Samcan Govermment. Such unrealized gains are reflected in the Unrealised Prefits Reserve,
Usrealized losses that exceed the balsnce held in the Unrealiad Prafits Reserve are initially charged sgaingt
distributable profits {or incame) and then covered from the general reserve, This B in accordance with the
requirement aof the Act.

k. Interest income and expense

Interest income and expense for all interest-bearing financial instruments are recognised in the statement
of prafit or loss at amortised cost using the effective interest method.

The effecthoe interest methed is a method of calculating the amortised cost of a financial asset or a financial
liabdlity and of allocating the interest income or interest expense gver the relevant pericd, The effective
interest rate i the rate that exactly discounts estimated future cash payments or receipts through the
expected life of the financial instrument or, when appropriate, a shorter pericd to the net carmying amcunt
of the financial asset or financial liability. When calculating the effective interest rate, the Bank estimates
cash flows considering all contractual terms of the financisl instrument (for example, prepayment apthons)
but does not consider future credit losses, The caloulation includes all fees paid or received between partles
to the contract that are an Entegral part of the effective interest rate, bransaction costs and all other
premiums or discounts.

Once & financial asset of a group of similar financial assets has been wiitlen down ad a result of an impairment

lcss, Interest income is recognised using the rate of interest bo discount the future cash flows for the purpese
of measuring the impairment loss.



Central Bank of Samoa
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For the year ended 30 June 200

3. Statement of significant accounting policies (continued)
L Lease income

The Bank earns rental income from cperating leases of its bullding property. Rental income & recognized
o a straight-line bask aver the term of the lease,

m. Statutery reserve deposit

Under section 53 of the Central Bank of Samca act 2015, the Bank may specify the reserves reguired by
each financial nstitutbon to be makatained against deposits and ather simifar liabflities,

Under Part IV of the Imsurance Act 1987, insurance companies, brokers and agents are required to deposit
with the Bank, specified deposit amounts in accardance with the requirements of the Insurance Act 1987,

n. Employes benefits

The Bank contributes tewards the Samoa Hatlanal Prevident Fund, & defined contribution plan in accordance
with local legilation and to which it has no commitment beyond the payment of contribution. Obligations
far contributians to the defined contribution plan are recognised immediately in profit or loss,

Liabilithes for annual leave are accrued and recegnised in the balance sheet. Annual leave are recorded at
the undiscounted amount expected to be pald for the entitlement earned,

Short term benefit obligations are measured on an undiscounted basts and are expensed as the relabed
service 15 provided.

o, Walue Added Goods and Services Tax

WAGST collected on its building remtal income and VAGST pald on expenses directly related to the
management af its building property are Wncluded in the bi-moathly WAGST returms. Mo WAGST 18 incurred
on its financial transactions.

p.  Income tax

Section 73 of the Central Bank of Samoa Act 2015 exempts the Bank from income tax. Accordingly, no
provisions are rafsed for current or deferred income tax.

q. Comparatives

Where necessary previous perlods comparatives have been changed to confarm with the presentation of
financial information for the current year,

4, Critical accounting estimates and judgements

Preparing financial statements to conform with IFRS reguires management to make judgments, estimates
and assumptions that affect the application of policies and reported amounts of assets and liabilittes, income
and expenses, The estimates and asscoiated assumptions have been based an historical experience and
ather factors including expectations of future events that are believed be reasonable vnder the
circumstances, These estimates and assumptions have formed the basis for making judgments about the
carrying values of assets and llabilities, where these are not readily apparent from other sources. Actual
results may differ from these estimates,

Estimates and underlying assumptions are regularty reviewed. Any change ta estimates i recognised in the
year if the change affects only that year, or into future years if it slso affects future years. In the process
of applying the Bank's accounting poléches, management had made the fallowing judgments, estimales and
assumnplions that have had the most significant impact on the amounts recognised in these finamcial
Slatementy.

Impairment of preperty, plant and equipment

The carrying amoimits of the Bank's non-financial assets are reviewed at each balance shest date to
determinge whether there is amy indication of impairment. If any such indication exists, the assets
recoverable amount is estimated, An impaltment loss 1s recognised whenever the carrying amount of an
asiel exceeds its recoverable amount. Enpairment losses are recognised immediately in the profit oF loss.
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4. Critical acoounting estimates and judgements [continuwed)
impairment of property, plant and equipment (continued)

Recoverable amount is the higher of fair value less costs to sell and value in use. For the purpases of asessing
impairment, assets are grouped at the lowest levels for wiich there are separately identifiable cash flows
{i.e.: cash generating units).

impairment of financiel assets

4 financlal aset not carred at fair value throwgh profit or loss & assessed at each reporting dated to
determing whether there is cbhjective evidence that it is impaired. A financial asset s impaired if objective
evidence indicates that a loss event has cocurned after the initial recognition of the asset, and that the loss
event had a negative effect on the estimated future cash flows of that asset that can be estimated reliably.

Objective evidence that financial assets are mpaired can include default or delinguency by a debtor,
restructuring of an amount due to the Bank on terms that the Bank would mot consider otherwise, indications
that a debtor or Bsue will enter banknaptcy, adverse changes in the payment status of barrowers or issuers
in the Bank, economic cenditions that carrelabe with defaulis or the disappearance of an active marker for
a security.

5. Forekgn currency cash balances and term deposit balances

2020 2019
5000 5000
Cash balances 183,008 172,752
Fixed deposit balances 390 495 280,598
Total fereign currency cash and term deposit
balances 573,521 463,350

Foreign currency cash balances comprise of balances held with the Reserve Bank of Australia, Ressrve Bank
of Hew Dealand, Bank of England, Bank of China and the Federal Reserse Bank of Hew York which is in the
form of overnight repurchases.

The foreign currency term depesits range in maturing from %1 days to 345 days, The weighted average
imterest rate on the term deposits is 1,8% per annum,

The compesition of forelgn currency cash balances and term deposit balances are as follows:

2020 2019

3'000 5000
Cash balances Term depasits  Cash balances  Term deposits
SUS dollar denominated deposits 162,682 101,002 e il 56,959
SMI dollar denominated deposits 3,424 128,748 5,128 97,623
54U dallar denominated depasits 14,652 8,104 13,731 5%, 140
SCHH dollsr denominated deposits & 41,529 5 Th, BT
SGBP dollar denominated deposits 1,162 - 9,364 -
Taokal 183,026 390,495 171,752 290,598

&, Local currency cash balances and term deposit balances
2020 2019
5'000 $'000
Petty cash 3 E]
Cash a1 bank 16,748 5.725
Fixed deposit balances 34,104 32,604
Total local currency cash balances and term depesit

balances 50,857 IR, 394

The local currency term deposits range in maturing from 91 days to 385 days. The weighted average interest
rabe on the term deposits & 2.5% per annum.
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7.

International Monetary Fund - Reserse Tranche and 50R Allocations

The Gevernment of Samaa membership to the International Manetary Fund (WF) was obtained pricr to the
establishment of the Central Bank of Samoa, as a result the Ministry of Finance (MOF) acted as the fiscal
and depository for the IMF accounts. After the establishment of an MOU betwesn CBS and MOF on the
transfer of Government accounts in 2004, the Bank was designated the officlal depoasitory of IMF sccounts
an the 1 July 214,

Sampa’s claims on the WWF inclede Special Brawing Rights (508 Holdings and Quota with the IMF The S0R
helding is an interest-bearing inbernational reserve asset created by the IMF to supplement existing reserve
assets and used in transactions between the IMF and its members. The quota represents the subscriptions
padd in full by Samoa to the IMF when it became a member. Samoa’s quota is secured by the Samoan
government promissery note issued to the IMF and is recorded as an asset dencminated in SDR.

Samoa®s liabilities to the WWF consist of SDR allocations and Currency holdings, The S0R allocation was
imitially made available by the IMF to all its members who are participants of the WF 5DR department and
these sltocations are subject ta charges, Currency holdings represent IMF holdings of the member®s currency

and CES is naw the designated depository.,

IMF related asssts and llabilities at 30°% Jume 2020:

020 2019
$'000 $"000
SAT SAT
Reserve Tranche
Ferekgn currency assets
Currency subscription - guota 59,707 5% 247
Special drawing right holdings 12, 166 18,572
Total foretgn currency assets 71,873 77.81%
SDR Allecathons
Foreign currency habilities
special drawing right allccations 40,877 40,562
Currency holding 52,955 51,544
Tatal foreign currency assats 93,832 93,110
8. Forekgn currency accrued interest balances
2020 2019
£'000 £'000
Balamces with other Central Banks i 260
Deposits with commercial banks 1,520 1,795
Taotal foreign currency accrued interest 1,786 2,055
9. Currency inventory
2020 1019
5'000 5000
Currency mobes 4 458 10, Bah
Caolng 3.490 4,020
Total currency invenbory 12,5948 14,880
10, Receivables and prepayments
2020 201%
£'000 5'000
PFrepayments 3,433 3,875
Othar debtors 0 187
Interest receivable on staff loans 601 B05
Staff loans principal balance 1,417 4,083
Less aflowance for impairment on skaff loans A1) {112y
Het staff loans 3,318 3.5
Total receivables snd prepayments 7,442 B, 638

1%
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10, Receivables and prepayments (continwed)

2020 2019
5000 5'000
Movement in allowance for impairment on staff loans

Openineg balance at 1 July 112 120

Additional/ (Reduction) allowance for impairment charged
to income and expense (13) 4]
Closing balance at 30 June 79 112

1. Credit Hne facilities

2020 201%
§°000 £"000
a) Taunami [Credit line facility) 4,338 &, 362
Bl Cyclone Evan (Credit lne facility) 30,590 33,885
c} Economic Stimulus (Credit line facility) 1,766 23,7659
d] Addivional Economic Stimulus (Credit line Tacility) 7537 B 145
&) Second Additional Economic Stimulus (CLF) 12,744 13,635
Ty First Small Medium Enterprises Finance (CLF) &, 684 5,954
Total credit line facilities 86,639 95,713

{a). Tsunami (CLF)

An Emergency Credit Line Facility was extended to the Development Bank of Samoa and the Samoa Housing
Corporation to restore confidence of the tourism operators and businesses that were adversely affected
by the Lsunami to rebuild and redevelop thelr devastated properties. The cutstanding balances as at year
end are specilied as follcws:

2020 2019
5'000 5000
Development Bank of Samaoa 1,673 2,715
Samoa Housing Corporation 1,665 3,637
Balance at year end 4,338 5,361
The term of the credit line facilities are for 5 and 10 years and interest is charged at the rate of 3% per
annaum.
Repayment terms:
Development Bank of Samoa -Menthly Repayments -5193,000
-SErinied -Government Guarantes
Samoa Housing Corparation -Menthly Repayment -596, 000
Syt -Gevernment Guarantes

(k). Cyclone Evan (CLF)

Ancther Credit Line Facility was estended to the Development Bank of Sampa and the Samoa Housing
Corporaticn to rebuild and redevelop the damaged properties of the tourbst accommedathon aperaters and
ather bwsinesses that were adversely affected by the cyclone in order to restore lost confidence and the
liwelikood of households. The funds were drawn down in February 2013 and the balances at year end are
specified as follows:

1020 1019
$'000 4000
Develapment Bank of Samoa i7.538 30,513
Samoa Housing Corparation 3,035 3
Balance at year end 30,570 33 Ba%
Des SHC
Credit Line Loan Amount Approved: 539 millson 55 millicn
Leoan Duration: 15 Years 15 Years
Grace Peripd: 12 manths 12 manths
Interest Rate: 1% per annum 1% per annum
Loan Repayment: Monthly Repayments due Monthly repayments due after
after grace period grace period
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11. Credit line facilities (continued)
{c). Economic Stimulus (CLF)
An additional Credit Line Facility was extended to the Development Bank of Samoa to meet the increased

demand for borrowings for hosting the Small lsland Development States Forum and Commonwealth Youth
Games, The funds were disburied in January 2014 and the balance at year end is specified as fodlows:

2020 2019
5000 £°000
Development Bank of Samoa 21, Ték 23,769
Balance at year end 21,766 13,769
Credit Line Loan Amount
Approsed: £30 millign
Loan Duration: 15 Years
Grace Period: 12 months
Interest Rate: 1% per annum
Lean Repayment: Maonthly repayments due after grace period
Securities: Government Guarantes

(d). Additional Ecomomic Stimulus (CLF)

An additional Credit Line Facility was extended to the Development Bank of Samoa to meet the increased
demand for borrowings far hosting the Small Island Development States Forum and Commonwealth Youth
Games. The funds were disbursed in March 215 and the balance at year end is specified as follows:

2020 2019
%000 S 0D
Development Bank of Samoa 7.537 B 146
Total additional credit ling facility 7537 8,146
Credit Line Loan Amount 500 milkian
Agproved:
Loan Duwration: 15 Years
Grace Period: 12 months
Interest Hate: 1% per annmurm
Loan Repayment: Monthly repayments due after grace period
Securities: Government Guaranies

(). Secand Additional Ecomamic Stimulus (CLF)

A second additional Credit Line Facility was extended to the Development Bank of Samoa to meet the
increased demand for borrowings for agricultural and tourism sectors. The funds were disbursed in
Havember 2015 and the balance at year end & specified as follows:

2020 M9
5000 5000
Devwelopment Bank of Samoa 12, T4 13,635
Total additional credit line facility 12,744 13,635
Credit Line Loan Amount 515.0 million
Approved:
Loan Duration: 15 Years
Grace Period: 12 months
Interest Rate: 1% per annum
Loan Repayment: Manthiy repayments due after grace perfod

Securities: Gowernment Guarantee
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11, Credit line facilities (continued)

(fh. First Small Mediom Enterprizes (CLF)

Additional Credit Lime Facility fsued to the Development Bank of Samoa for the Small Medium Enterprises
within the sgriculture manulacturing and ather business sectors that will provide preductive contribution
towarnds Samoa’s economic development,

2020 1019
5000 5 000
Develaopment Bank of Samoa 9, 584 % 956
Balance at year end ¥ 684 9, 956
Credit Line Loan Amount 510.0 mitlion
Approved:
Lean Duration: 15 Years
Grace Period: 12 manths
Interest Rate: X4 per annum
Loan Repayment: Monthly repayments due aller grace period
SEouritees Govarnment GUArantee
11. Property, plant and equipment
Land B buildings Matar Plant @  Equipment & Total
viehicles equipment furndture
5000 00 5000 5000 5 000
Cost
Balanes ad &1 J0J06/18 14,756 457 5,280 1,874 43 403
Additsana &34 . 179 5% a2
Disposals {228) & (371 2 (265]
Balance as at 3000619 35,212 45T 5422 1,933 43,069
Additions. 1,309 - i n 1,612
Disposals - [39) - [3%)
Balance as at 30/06/20 36,531 491 5,655 1,964 44 642
Accumulated
Depreciation
Balance as at 3000618 117, 166) (321) 14,626} 11,615) (23,828}
Charge for the year (T24) 177 1217} {10 {1,138)
Dizpesals = - 15 . LE]
Balance as at 30/06/1% (17, 9590) 1418) 4, 508) [1.715) [24,931)
Charge for the year (733} 142] [L20y 159 {1,054)
Dispeesals - - iy . w
Balance as at 30704520 {18,723} {460} {4,98%) (1,774)  (25,946)
Written down valuee;
As &t 300619 17,232 T4 B14 18 15,138
AL &t 3V0ES20 17,808 12 G 190 18,696
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131. Deposits

2020 2019
5'000 5Dl

Foreign currency deposits
Government of Samaa foreign currency deposits 109,964 85,184
Total foreign currency depasits 109, 966 A6, 284

Lacal currency depoiits

Demand deposits due to banks 154,789 227,718
Gevernment of Samaa local currency deposits B0, 455 32,786
The Warld Bank deposits 45 95
305, 307 160, 599

Statutory reserve depesits
Domeestic banks 50,765 35,381
Insurance companies B4l Q40
51,605 56,511
Total local currency deposits 356,912 317,120

14,

fa}.

ibi.

The Central Bank scts &3 banker, agent and depositary of the Government of Samoa. Governments funds
are deposited at the Central Bank are remunerated at a prevailing market rate. Inberest expense for the
year was 50,9m tala (2019: 51.4m tala)

The Central Bank acits alss as banker, agent and depoditory to The World Bank funds deposited at the Central
Bank are not remunerated.

International Monetary Fund - Facilities

2020 2019

5000 $'000

{a). Exogenous Fhock Facility - 2,12
{b). Rapid Credit Facility Ho.1 12,836 14,970
{c). Rapid Credit Facility Ho.2 55,707 .
Balance at year end 72,533 19,091

Exogenous Shock Facility

Anagreement was signed with the International Monetary Fund [IMF) on December 2009 for funds to be lent
to the Government of 5amoa for the purpese of supporting 5amoa’s reserves and balance of payrments, In
september 2011, it was agreed between the Government and the Central Bank that the loan will be
trarsferred to the Central Bank and therefore it is now classified separately in the Central Bank's statement
of financial pasition,

As at 30 June 2020 the Loan was fully repaid and last repayment made on 1™ December 2019,

The loan principal is payable in 10 equal instalments on an annual basis beginning 5 ¥ years after the loan
ia dravwni, The first repayment commenced on June 2015, Interest on the loan 15 0.25% payable semi-annually
after 30 kne and 31 December cach year, Interest payments for these concesstonal lnans Introduced on
Janupary 7, 2010 were waived for review.

Rapid Credit Facility Ho.1

The International Mometary Fumd (IMF) approved a disbursement of ancther facility for the amount
equivalent to SOR 55.8 millian [abeut US58.8 milllons). This Facility |5 called the Rapid Credit Facility (RCF}
for the purpase of helping Samoa to manage the economic impact of Cyclone Evan,

The RCF prevides rapid financial assitance with limited conditionality to low income countries with an
urgent balance of payments need.
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14, International Monetary Fund - Facilities (continued)
(k). Raphd Credit Facility Ho.1

fe).

15

16,

17

The RCF carries 2ero interest (until the end of 2014), has a grace period of 5 ¥ years and a final maturity
alf 10 years, Funds were recebved In May 2013 and repayments heve begun since 13 Hevemnber 2018 until May
023,

Rapid Credit Facility No.2

International Monetary Fund (IMF) offersd this facflity to s memberships countries which includes Samaa.
The RCF provides a rapld low access and concessable assistance to its members,

Samoa's requeest in 2000 are to provide support to cur balance of payment position to cushion the potential
and unknewn duration af the adverse effects of the Corgnaviruzs (Covid 19) Pandemic on Samoa's foreign
enchangs (lows (namely sxpart recedpts, tourium samings and remittances),

The [MF Board in its meeting on the 24 April 2000 considered Samoa request and approved the disbursement
of USD522.0 mifllion. CBS received the funds on 28 April 2020,

Terms & Conditions: interest rate - Zero percent
Grace pertod - 5 V4 years
Maturity/Term - 10 years

The first 2020 RCF repayment by Samoa (by SORs) will e on 28 October 2005 with the last 2020 repayment
Lo be 26 April 3030,

Currency in circulation

2020 2019

£*0o0 ST D00

Currency in circulation 131,745 124,254

Balance at year end 131,745 114,154
Central Bank securities

2020 FLIAE

£'000 £'000

Central Bamk Securities - 19,993

Balance at year end . 19,993

Central Bank securities fisued to the public are primarily purchased by the local commercial banks, The
securities are short term ranging in maturity from 14 days to %1 days. The welghted average interest rate
of the securities is 0.22 % per annum. During the year under reviews there is a policy decisbon by the CBS
Management to discontinue the ssuance of CBS Securithes to ensure there is enough liguidity in the Banking
System,

Provislon for employee entitlements

Pravision for employee entitlements camprise retirement, annusl leave, shek leave srd long sendee leave,

1020 1019

5°000 $'000
Opening balance at 1 July 447 Shi
Additional prestsions charged to income during the year oy 412
Entitiements utilised during the year {258} {500
Closing balance at 30 June 456 447
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14,

19.

21.

Distributable profits

Secthon 35 of the Central Bank of Samea Ack 2015 [“Act") specifies that profits available for distribution by
thie Bank muat be computed from net profit by

a) Deducting the amgunt of all unreadized gains included in the net profit and allocating an equivalent
amount to the Unrealized Revaluation Reserve Account.

b} Deducting from the Unrealized Revaluation Reserve Account the amount of all unrealized revaluation
losses included in the net profit until sech time as the balance of that account s equal to Zero and
adding an equivalent amount to the distributable profit; and

€] Such other purpose proposed by the Board and approved by the Mindster,

Capital
2020 2019
$"000 5000
Authorised, tsued and paid up capital 20,000 20,000

Thee level of capital is monitored on a regular basis to ensure that it complies with the requirements of the

Central Bank of Samoa Act 2015, Any increases bo capital propossd by the Board of Directors is approved
by the Finamce Mintster in accardance with Section 32 af the Act.

Manogement of the Bank's Capital

The Bank's capital management framework focuses on the Bank's total equity in its financial statements.
The madin drivers of reported equity are reported financisl results and the dividend to the Government. The
Bank's primary capital management objective i3 to have sufficient capital to cafry out effectively its
statutory responsibilities. In determining whether the Bank has sufficient capital for those purposes, it
assesses the extent of financial risk and the resulting potential for losses arising from its operations,

General resendes

Section 33 of the Central Bank of 5amoa Act 2015 specifies that the general reserve & established for the
purpase of;

{a) (i} cowering losses sustained by the Bank; or
(i} Wncrease the paid-up capital of the Bank: and

(bh &n Unrealized Revaluation Reserve Account which accounts for unréslized galns and lodies owing o
its positions with forelgn currenches, gotd, financial instruments and other assets,

In July 2014, the Bank signed a MOU with the Ministry of Finance (MOF) for the tramsfer of all Government
accounts, domestic and foreign under the custodian of the Bank. In particular, the Government hedd more
asgats than its labilities with the IWF. As at 30 June 3015, the Bank accounted and trarsfermed the surplus
o its General reserves. (Refer mavement in the Statement of Change in Equity)

Unrealised profits/|lesses) reserve

Corsistent with the Central Bank of Samca Act 2015, the unrealized profits reserve account records the
unrealized profits from foreign exchange gains from the Bank's holdings of foreign currency monetary assets
and liabilitles. Unrealized logses are initially offset against unrealized gains with any excess charged to
income. The movement in the balapee of the unrealized profits resemos aceount 15 ag fallows!

2020 019
$'000 4000
Profit!(Loss) distribution
Unreakised losses transferred to unrealised profits reserve (#47) {4,400
Het profit/(loss) transferred to general reserves 4,258 813
Het profiti{loss) 3811 (3.588)
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1. Unrealised profits/|losses) reseree (contineed)

020 019
£'000 000
Maverment In Unrealised profit/(lozses) reserve
Opening balance at 1 July {15, 188) (10,784)
Unrealised lcsses for the year (447 4,401}
Clasing balance at 30 June (15,632) {15,185}
i1, Interest income
2020 01
5000 41000
Interest on cash accounts 1,807 3,147
Interest on term depaosits & 190 7,877
Total interest ncome 10,197 11,024
13, Other income
2020 2019
§'000 £ 000
Irterest an staff loans 154 150
Inceme from collectors and ather income 3565 oF L
Tetal other income 1,823 TTE

4. Related party disclosures
The Government of Samoa is the sole shareholder of the Bank.

All tramsactions with related parties are conducted on commercial terms and conditions except for
Government deposits which are on concessional terms and conditions and Bank employes lending schemes

which are charged below market rates of interest,
(I}  Key management personnel

The fallowing information i presented only in respect of those employees of the Bank who would be
considersd &% key management personnel, as defined under 1A% I4 (Relabted Party Disclosures). This
comprises the governor, assistant governors, members of the management team and executive directors.

At 30 June 2020, the number of key management perscaned was 25 (2099: 13).

The remuneration of key management persannel during the year was as follows:

1020 201%
5000 5000
Salaries and short-term employment benefits 1,554 1,346
Qther long-term benefits 153 120
Total key management personnel remuneration 1,717 1,466

i)  Directors fees and board expenses

Directors appainted from Government Corporations and Sinlstries do not receive & director's fees or sithing
allowances. Government regulations specify that director's fees are 518,000 gross per annum and sitting

allpwance ceased since 15t July 2015,

2000 01%
500D 4000
[rirectors fees 63 Bl
Board expanses 1 13
Total directors and bpard expenses B 95
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24, Related party disclosures {continued)
(i} Due fram and due to reflated parties

As at 30 Mune 2020, the fellowing balances were receivable from or payable to related parties.
2020

2019

5000 §°000

Bafances due to related parties 160,435 115,070
Balances due from related parties 1,284 1,611

Balances due to related parties comprise af government demand deposits which are currently placed at
CB5. Balances due from related parties comprise of principle lcan balances given to executhves of CBS
including the Governar, assistant governoes and the managers.

25, Leaze recelvable

The total futwre minimum l=ase recetvables under operating leases are as follows:

2000 2019
L4000 £'000
Mot later than ane year 1,200 1,300
Later than one year but not later than five years 2,600 2,600
Total interest incame 1,800 1,900

Operating leases relate to the CBS building leased qut for a term of 3 years, with an option to extend for o
further 3 years. The bullding rental Income esrmed during the year amomnts to SATS1,198 585 (2009
SATS1, 273 B&1).

Direct operating expenses in relation 1o bullding floors leased out amounted to SATSSR0LE8T [IM9:
LATE946 701 ). These amounts de not include the Bank's own internal payments for the floar space that the Bank
aecupies for its owh operations and activithes.

16, Financial risk management

Intreduction and overview

The Bank fdentifies risks and implements controls in its operation and management of foreign reserees holdings,
The main financial risks that the Bank faces are as follaws:

a) Liguidity risk
by Market risk
c] Credit risk

di Cperational risk

&5 & comman with the majority of central banks, the nature of the Bank's operations creates exposures 10 a
range of cperational and reputational risks. Owerall responsibility for the establishment and oversight of the
Bank's risk management framework rests with the Board of Directors. The Bank's management seeks bo ensure
that strong and effective risk management and controls systems are in place for assessing, manitoring and
managing risk exposures,

The majarity of the Bank's financial risks arise from the management of foreign and domestic reserves, The
foretgn markets and financhal instituttons department ts responsiole for manltoring and reporting compliance
with various risk limits and pelicies,

The Bank B smibject 8o an annuad external audit and & in the process of establishing and internal awdit
depariment. The Board of Directors and the Governors oversee the external akdit arrangements,

fa) Liquidity risk
Liguidity risk redates to the difficulty in ralsing funds at short notice Lo meet commitments associated with Its
Tinancial liabilities that are settled by delivering cash or another financial aswet,

Ta Uit the Hguidity risk, the Bank matntaim an sdeguste level af reserves and taking inls condideration the
trarsaction demand on forekgn exchange, ensures that an acoeptable amaunt 18 maintained in current seeoumnty

at all times. The Bank invests in high guality instruments, including commercial paper, all of which are sasily
canverted to cash (refer to maturity analysis on liguidity)
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26. Financial risk management [continued)
{a) Liguidity risk fcontinued)
Maturity analyshs as at 30 June 2020

0-3 i-12 1-5  Over5 Hospecific
manths monthi years Years maturity Total
$000 so00 S000 Sooo 000 5000
Foreign Currency Assets
Cash balances 183,026 - 183,026
Fined deposits 17,582 EFr N1 E] ' - - 350, 435
International Monetary - - - - 71,873 Falll il
Fund
Acorued intersst 52 1,734 - - - 1,78&
200, 760 374,547 . - 1,473 LA L
Local Currency Assets
Cash balances 16,753 . . - - 16,753
Flzed deposits . 34,104 . . . 34,104
Accrised interest . 14 - 14
Currency stock on hand - - - - 12,948 12,948
Recetvables and d 630 3,433 3,359 . Ta43
prepayments
Credit Eime I'n-c:ll.ﬂ."_i' = = = E& EX9 . BE, 639
Praperty, plant and
equipment - ' 153 18,543 K 18, 6%
16,753 34,7658 3,585 108,541 12,5948 176,596
Total Assets 117,513 409,315 3,586 108,541 B4, 821 BZL,TTE
Foreign Currency Liabilities
Demand deposits 105,964 a . . - 10% 966
IMF Facilities - - - 72,533 - 71,513
International Monetary B E - - 93,832 9% 812
Fund
Other liabilities 17 . - - - 17
109,983 . 71,5313 93,832 176,348
Lacal Currency
Liabilities
Demand deposits kLS - - - - 156,911
Currency in circulaticn - - = 131,745 131,745
Central Bank Securities - - - - - -
Creditors and accruals 1,654 33476 20 - 34,520
Provisions - - - A% - £36
358,566 33,176 0 A 131,746 524,003
Tatal Liabilities 46E,549 33,176 90 73,029 215,577  BO0O,421
Het Assels (231,036) 376,139 3,496 35,512  (140,754) 23,355
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26, Financial risk management (continued)

(&) Liguidity risk [continued)
Maturity analysis a5 at 30 June 2019

0-3 3-12 1-5  Over5 Mo specific
months monihs years yoars maturity Tatal
L000 5000 5000 5000 5000 000
Forelgn Currency Assets
Cash balances 172,751 . 12,752
Fixed deposits 14,566 178,418 7 E14 = 190,568
International Monetary - - . 7. 819 a1
Fund
Agerued interest L ERy 475 1,055
188,014 179,302 %8 0EY 77,819 543 234
Local Currency Assets
Cash balances 5,713 . 5,725
Fixed depodits LFR L 11,668
Accrued Interest 13 . 13
Currency stock on hand . . - . 14,880 14, BEQ
Recetvables and - T&7 1873 3,99 B.638
prepayments
Credit line facility ¥5, 733 . 5,713
Property, plant and
_eguipmant & * 150 17,587 - 18,137
5,715 31,445 4,015 117,716 14,850 175,795
Total Assets 193,739 211,751 102,114 117,71 G91,699 719,019
Foreign Currency Liabilities
Demand deposits BE, 264 - - - B4 254
IWF Facilities . 19,0 . 19,091
International Monetary 53,110 93,110
Fund
Other liabiities 15 - 15
B&,299 - 19,091 53,110 198,500
Local Currency
LEabilities
Demand deposins 3T, 20 . - s EL A i
Currency iin circulation . . . 124,254 124,254
Central Bank Securities 19,993 - - . 19,991
Creditors and accruals 11,108 1,658 B 1 42 B24
Provisions - - - &7 . 447
148,115 11,658 b6 w7 124254 504,640
Total Liabilities 434,514 31,658 1] 19,5348 217,364 703,140
Het Assets {243, 775) 181,093 102,048 #8178 (114, 665) 15,879
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26. Financial risk management {continued)
()] Market risk

Market rish is the risk that the changes in market prices such as interest rates and foreign exchange rates. The
abjective of market risk management i 1o manage and control market riik expesures within acceptable
parameters while optimizing the returm on risk.

i} Foreign exchange risk

Exchange rate risk relates to the risk of loss of forelgn reserves arising from chamges in the exchange rates
against the Samoan Tala. The Bank has adopied a currency risk management policy, which malntaing the Samaan
Tala value of the foreign reserves and manages the fluctuations in the revaluation reserve account. Farelgn
exchange risk is the risk that the value of a financial fnstrument will flsctuate due to changes in exchange rates.

The Bank's expasure to foreign exchange risk based on notional amounts was as follows:

Foreign Assets SAT [5M) uso HID ALID GEF CHY TOTAL
Cash balances with Central Banks 0.B& 1,15 14,65 1,26 0.002 18.94
Cash balances with banks . .02 .24 . i0. 004 1,28
Fixed deposits .27 130.5% 8,52 - 6191 nL.29
Repurchase agreements 164.82 - - - - 161,82
Tatal I63.97 133.76 113.43 E.26 61.91 575,313

Concentration of foreign currency balances

ush HIE AUD GEF CHY TOTAL
Cash balances with Central Banks 0.2% 0. 2% 1.5% 0.4% - 3%
Cash balances with Banks . 0. 4% - - - 0.4%
Fized depasits 17.6% 12.71% 17.1% - 10.8% 68 2%
Repurchase agreements 28.1% - - - - 28.1%
Takal 45.9% 23.3% 19,6% 0.4% 10.8% 100.0%

The following significant exchange rates were used 8t year end to convert forelgn currency tramactions to the
Samoan als equivalent:

30 June 2020 30 June 2019

usn 0.37325 0.38043
HID 0.58190 056749
AlD 0. 54438 0, 54789
GBP 0. I0387 0, 30008
EURD 0.33326 033439
5OR 0.27130 0. 27340
CH 164307 L6141
CHH 164250 1.61246
Sensitivity to foreign exchange risk

Sensitivity to forelgn exchamge risk is the sensitivity of the face value of the Central Bank of Samoa’s financial
assets to fluctuations exchange rate. The Tala is weighted against a basket of currenches and thus the sensitivity
to forefgn exchange risk is expected (o be minimal as the movements of these currencles in the basket tend ta
offset each other, The weighted allocated to each currency in the basket is determined on the basis of Samoa‘s
distribution of trade and travel transactions with cur major trading partners: New Tealand, United States,
Australia and the Euro-area,
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16. Financlal risk management (continued)
(b} Market risk {continuwed)

() Eoreign gxchange risk (continued)
Sensithvity analysis

A 10K weakening of the Samoan tala against the above currencies at 30 June 2020 would have increased net
income by the amounts shown below:

General General

Income effect Income effect reserves effect reserves effect

FLLFLL 019 2020 e

5000 £'000 5000 000

usn 6, 043 20,210 10, 100 14,442
HZD 13,585 10, 20% 12,974 10,250
AUD 11,321 6,114 9,822 7,312
GBPF 154 08 v o938
EURD {1 5 . :
CHH 7.0%0 7,764 6,153 7,628
bR 6,252 7,372 7,187 7,782
TOTAL 64 764 51,882 46,136 48,422

A 10% strengthening of the Samoan tala against the above currencies at 30 June 3030 would have an equal but
opposite effect i.e.: decreased net income.

(i) Interest rate rigk

Interest rate risk is the risk that the fair value of a financial instrument will fluctuate dee to changes i market
interest rates. [ue to the short maturities, interest rate risk is low.

Interest rate risk as at 30 June 2020:

Balance Repricing periad
Sheet M
Foreign Exchange Total M 0-3 maonths 36 months &-12 months
Cash balances with Central Banks 18.9 18.9 - -
Cash balances with Banks i3 23 - -
Fixed deposits 2.1 17.7 1.4 2611
Repurchase agreements 1461.8 161.8 - -
TOTAL 575.3 00,7 i11.4 261.2
fb} Credit risk

Credit risk in relation to & financial instrument is the risk that a customer, bank or other counterparty will nat
meel its obligations (or not be permitted to meet them) in accordance with agreed terms,

The Bank's expesure o credit risk includes staff loams. S1aff (oans are no longer allowed under Government
Cabinet directive for all stabe-cemned enterprises. The currend stafll loan balances will continue to be reduced
fram direct repayments fram salaried of existing staff. On leaving employment with the Bank ex-staff who have
loams are required to pay the full amount of the sutstsnding balance at the time of leaving. The inability to
repay the amount im Tull at the time of termination results in a loss that & fully provided for. Because all loan
repayments ane deducted from wiages the ageing analysis for stail loans are slways current, The Bank
has used the simplified medel for calculating lifetime expected credit losses and has applied the probability of
defauie (PD) to thowe balsnces that are curreal b fallows:

Gross.
carrying Lioss Cradit
PO amont allewance impaired
30 June 2020
Current (nok overdum) 1.5% 1.984 57
Staff loans assessed individually 433 i1
3417 i

3
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6. Financial risk management [continwed)

(k) Credit risk (continued)

Balances which are not current are assessed individually for impairment. The movement in the loss allowance
for staff loan recetvables s disciosed in Note 6.

The Central Bank of Samoa invests only with banks with a minimum Standard & Poor®s credit rating of A-1 [Shart
termj and A (long term); and with other central banks. The Bank has & concentration of imestmeants with a few
highly rated banks in Mew Zealand and Australia.

Credit Ratings (Standard and Poar)
Risk rating Risk rating % of total
Faoreign Investments of security af assets as at
tssuer  counterparties 30 June 2020
Securithes held under repurchass

agreements with Central Banks Ads 18,13
Deposits with Central Banks AAR 1.54
Cash with other Central Banks .19
Subtotal balamces with Central Banks 13.96
Hegotiable Certificate of Deposit B.T4
ME B 0.5
PEN A 4593
QUDD5 A 1.8%
Deposits with commercial bank 56.93
ANT Al 1.74
BMI A, 0.00
BOC A 11.54
DBS B 9. 81
ICBC A 18.74
RaBDy A 1.6
WEC A 1.48
Other (CASH) 0.38
ANT B a.ov
BHZ A Q.08
BOC A .12
WL Al 0.048
ICiBC & 0.03
Subltotal balances with commercial

Banks G604
TOTAL 100,0

fc} Operotional risk

Operational risk is the risk of direct or indirect loss artsing from a wide variety of cautes associated with the
Bank's processes, persannel, technology and infrastrecture and from external factors ather than Liguidity, credit
and market risks such as those artsing from legal and regulatory requirements and generally sccepted standards
of corporate behaviour, Operational risk arises from all of the Bank's operationd. Managing operational risk in
the Bank is an integral part of day-to-day operations and oversight. This includes adherence to Bank wide
corporate pelicies.,

The primary responsibility for the development and implementation of controls to address operational risk &
assigned to senior management within the Bank. This responsibdlity & supported by the develapment af overall
and specific policies and procedures. The proposed internal and existing external audit functions also ensune
that cperational risk 1z and will be effectively minimised and managed.

3
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i7. Fair values of financlal assets and liabilities

The fak valee of an instrument is the amount for which an asset could be exchanged, or a llability settled,
between knowledgeable, willing parties in an arm's length transaction,

The valuation of the Bank's financial assets and labilivies are discussed below:
Cash bolence ond Fixed Deposits

The carrying value of shori-term deposits & considered to approdcimate thelr fair value as they are denominated
in cash and payable on demand,

Stotutory reserve depasits

The carrying value of statutory reserve deposits are corsidered to approximate their fair value as they are
denominated i cash,

Demand deposils
The carrying vadue of deposits are considered to approximate their {ak value as they sre payable on demand,
Curremcy In clreutotian

The carrying valee of currency in circulation s considered to be its falr value as reported in the financial
statements,

Other financial aisets and Ifabdiithes

The reported values or carrying value of other financial assets and liabilities are considered to be its fair value,
The Bank does not have any financial assets or financial labilities where their values are determined by quoted
market prices or other observable inputs either directly or fndirectly.

28, Commitments for expenditures

The Directors are aware of the Bank's commitment at 3™ June 2020 as follows:

Alternative site for disoster recovery purpases ot the CBS WNuwlolog compound.,

The project was estimated to cost 528 mvillion tala. The cost already incurmed on this as at 30 June 2000 & 53.1m
(201%: 51.4m) & classilied as Wark in Progress.

Heowewver, due 1o climate changs and the shifting of the different levels with the current CB5 Building and its
critical structural weaknesses, wivich 13 bazed on an enginees's astestment the Board decided to re-adjust the
entire design at Uluboloa Froperty itn order Do address thess fives. This is to ensure that the current staff at
Apia Main CBS building can be relocated to Wuloloa for its cperations. Given these unforeseen circumstances,
the entire project and the procurement processes will be re-adjusted, In the meantime, discussions and potential
negatiations are taking place in order to finalize the figures and processes for the way forward.

19. Contingent liabitities
fl}  Lease on property not finalized

The Central Bank bufiding ts bubit on leasehold Land, The land belongs to the Government of Samoa. Terms and
conditions of the (ease are yet to be finalsed,

(i}  Collecters’ currency
The Bank has a contingent liabdlity Tor the face walue of collectors’ currency issued, However, it is mone unlilely

that the amounts of collectars currency will be returned for redemption &t Tace value, The face value af all
collectors currency issued by the Bank for the period under resdiew i8 SATS2, 877 681, (2019: SATS4TL, 626},

33
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10, Events subsequent to balance date

There has not arisen in the interval between the end of the period and transaction of event of material snd
unusual natwre likely, in the opinica to affect significantly the operation af the Bank,

In March 2020, the Head of Sate declared & State of Emergendy in responis to Covid 19 that is wide spreading
and & Tinancially impacting significantly many countries arcund the world, Although the Central Bank will
experience the effect of Covid 19 pandemic in the next financial year, therefore the Central Bank Board of
Directors at its meeting on 18" September 2020, approved the continuatian of its expansienary manetary palicy
stance which means to keep the cost of capital low andr'ar encourage Commercial Bank to continue lending to
the private sector at low inlerest rate,

31, Approval of financial statement

The Fenancisl 3tatements were approved by the Board on the date that they were signed by the Board of
Diractars.
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INDEPENDENT AUDITOR'S REPORT
To the Controller and Auditor General

Al
wiww, Bl e POiBos 859

Apba, Samoa

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Lhe

Central Bank of Samoa (the Bank), which comprise:

¥ the statement of financial position as at June 30,
20240,

®  the statement of comprehenstve  income,

In our opinion the accompanying financial statements
present fairly, in all material respects, the financial
position of the Central Bank of Samoa (the Bank), & at
June 30, 1020, and (of) its financial performance and
its cash fiows Tor the year ended 30 June I0Z0 in
accordance with International Financial Reporting

statement of changes in equity, and statement of  Standards (IFRSs).
cash flows for the year ended 30 June 2020; and

¥ nptes to the financlal statements, including a
surmrmary of significant accounting policies.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (1545}, Our responsibilithes
under thowe standards are further descritsed in the Awditor's Responsibifities for the Audit of the Flnancial
Statements section of our répart,

W are independent of the Central Bank of Samoa (the Bank) in accordance with the Internaticnal Ethics
Standards Board for Accountants” Code of Ethics for Professlonal Accoundants (IE584 Code) Logether with
the ethical requireméents that are relevant to our audit of the financial statemments in Samoa, and we have
fulfilled our other ethical respansibilities in accordance with these requirernents and the IES84 Code.

We believe that the audit evidence we have obtained s sufficient and appropriate to provide a basis Tor
our opinion,

Other Information

The directors ane responsible for the other information. The other information comprises the information
included in the director's report bul does not include the financial statements and our auditor's report
therecn, Our opinion on the financial statements does not cover the other information and we do not
express any form of assurance conclusion therean,

In connection with our audit of the financial statements, our responsibdlity is to read the other information
and, in doing 50, consider whether the other information is materally inconsistent with the fnamncial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated,

If, based on the work we have performed, we conclude that there is p material misstatement of this other
information, we are required to report that fact, We have nothing to report in this regard.
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Responsibilities of Management and Those Charged with Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFR5s, and far weh intermal control 8 management dstermings B necessary o enable
ihe preparation of financial statements that are free from material misstatement, whether dwe to fraud
OF BFTOT.

In preparing the financial statements, management s responsible for assessing the Banks ability 1o
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to ligubdate the Bank or to cease
operations, of has no realistic alternative but to do so.

Those charged with governance are respondible for overseeing the Banks financial reporting process,

Auditor's Responsibilities for the Audit of the Financial Statements

Our pbjectives are to obtain reasonable assurance about whether the financial statements are free from
material misstatement, whether due to frawd or errar, and to tssue an auditor's repart that includes our
opinion, Reasonable assurance s a high level of assurance but is not a guarantee that an audit conducted
In accordance with 1543 will always detect a material misstatement when it exists. Misstaterments can
arise from fraud or error and are considered material if, individually or in the aggregate, they could

reasonably be expected to influence the economic decsions of users taken on Lhe basis of thess financial
statements.

As part of an audit in accordance with [54s, we exercise professional judgment and maintain professional
skepticism throughout the audit. We alsa:

" jdentify and assess the risks of material misstatement of the financial statements, whether dee to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that ks sufficient and appropriate to provide a basis for our opindon. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as frawd may
irmvalve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
contral,

¥ Obtain an understanding of internal controd relevant to the audit to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing am opinion on the
effectiveness of the Banks internal contral.,

" Evaluate the appropriateness of accounting policies used and the reasonabdensss of accounting
estimates and related disclosures made by management.

¥ Conclude on the appropriateness of management's use of the going concern basis of acoounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may Cast significant doubt on the Banks ability to continue as a going concern, If we
conchede that a material uncertainty exists, we are requined to draw attention in our auditor’s report
Lo the related disciosures in the financial statements or, if such disclosures are inadequate, to madily
our opinfan. Qur conclusions are based on the audit evidence obtained up Lo the date of our auditor's
report, However, future events or conditions may cause the Bank to cease to continue as a going
COnRCem.

" Evaluate the overall presentation, structure and content of the financial statements, including the
disclesures, and whether the financlal statements represent the underlying transactions and events
in a manner that achieves fair presentation,

‘We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including ary significant deficiencies in internal
contral that we identify during our awdit,



Report on Other Legal and Regulatory Requirements

In owr opinion, the financial stabements have been prepared in accordance with and complées with the
requirements of:

i.  Public Bodies (Performance and Accountability) Act 2004, and the
fi.  Public Finance Management Act 2001,
Wi also confirm that:

a.  we have been given all informathon, explanations and assistance necessary Tor the eonduct
of the awdit; and

b. the Bank has kept fnancial records sufficient o enable the financial statements to be
prepared and audied,

Engagement Partner

Samoa
17 October 2020
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