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The Honourable Speaker,
Legislative Assembly of Samoa
MULINUU

Pursuant to section 67 of the Central Bank of Samoa Act 2015, | have the honour to submit
the Consolidated Annual Report of the Central Bank of Samoa on its operations for the five
(5) financial years ending June 2017.

Sili Epa Tuioti
Minister of Finance
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315t October 2018

Honourable Sili Epa Tuioti,
Minister of Finance,
Matafele,

APIA

Lau Afioga,

| have the honour of submitting the first consolidated and the 30" Annual Report of the Central Bank of
Samoa for the five financial year periods ending June 2017. This Report provides:

(a) areview of economic performance, the formulation and implementation of monetary policy

(b) a review of the financial performance, conditions and developments in the domestic financial
system;

(c) areportonthe Bank’s operation, and

(d) a summary of the Bank’s annual accounts for the five financial years ending June 2017, including
the Auditor’s Opinions/Reports to these accounts.

Yours faithfully,

Maiavd Atalina Ainu’u-Enari
GOVERNOR
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Our Purpose

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

Our Vision

Leading Samoa to economic prosperity

Our Mission

The Central Bank of Samoa is committed to excellence:

* |n ensuring monetary and financial system stability,

e In fostering a sound and progressive financial sector,

* |n conducting monetary policy to achieve sustained economic growth for the benefit of
Samoa
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Our mandate

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 stabi-
ii. I1I';c)yl"oster 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 stabi-
lity and a stable financial system.

Financial Institutions Act 1996

The Central Bank also administers the Financial Institutions Act which provides 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 organi-
zational structure and how it is managed and governed. These elements combine to drive the Bank to
achieve its various objectives efficiently and effectively.

1. Board of Directors

The Board of Directors of the Central Bank is responsible with supervising the implementation of policies,
administration and operations of the Bank.

Under the Central Bank of Samoa Act (2015), the Board of Directors comprises of five members, with the
Governor as Chairperson and four independent members from the private sector who are citizens of Samoa
with industrial, commercial or agricultural expertise.

As at the end of June 2017, the Board comprised of:

Maiava Atalina Ainu’u-Enari — Governor/Chairperson;
Mataia Alofipo Tanielu Meredith - Director
Namulauulu Sami Leota - Director

Tuala Falani Chan Tung - Director

Tuala Patrick Leotat - Director

e wWN PR

2. 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;

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

e Budget Committee, which meets twice a year to discuss issues with regards to the preparation and op-
erations of the Bank’s Budget;

Additionally, there are two specially formed committees:

e National Payments System Committee, which meets regularly to discuss issues relating to the establish-
ment and effective operation of the National Payments System in the country;

o Offsite Project Committee that was established to discuss and coordinate procedural responsibilities
in the establishment of the Bank’s Backup or Offsite building in the event of natural disasters, times of
crisis or emergency.

A non-executive Board Audit Committee, formed in March 2013, 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. They also ensure the Governor and management team conduct their
daily operations in line with best practice and good governance. The Internal Auditor provides administra-
tive and secretarial support to the Audit Committee. As such, the Internal Auditor reports administratively
to the Governor and functionally to the Audit Committee.

1 This Director membership was previously held by the Chief Executive Officer of the Ministry of Finance



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 con-
trol 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 main-
ly on delivering results and implementing preventative actions.

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
fundamental to achieving and maintaining an effective and efficient Central Bank.

CBS ORGANISATIONAL STRUCTURE

Board of Directors Audit Committee

Governor

Policy Group Operations Group

Economics Department

Financial Intelligence Unit/Legal
Services Department

Accounts and Budget
Department

Internal Auditor

Financial Markets Department

Financial Supervision and
Regulatory Services Department

Financial Systems Development
Department

Banking and Currency Services
Department

Governor’s Office

Human Resources Department

Property and:Information
Technology Department
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I. Governor’s Foreword

he Samoan economy and financial system remained resilient in the five years from 2012/2013
to 2016/2017, despite the challenges from extreme climatic events and global developments.

On the economic front, the Central Bank of Samoa (CBS) continued with its accommodative mon-
etary policy stance. This ensured low market interest rates to assist the recovery efforts following
the aftermath of Tropical Cyclone Evan in December 2012. Along with the Government’s fiscal
policy actions and other factors, this paved the way for robust economic activities over the period,
culminating in an annual economic growth rate of 7.2 percent in FY2015/2016, the highest since
the global financial crisis ten years ago.

Apart from the Bank’s core monetary policy functions, the Central Bank also continued to keep
abreast of the ever changing international standards relating to the prudential supervision and
anti-money laundering requirements on financial institutions in Samoa’s financial system. Overall,
| am pleased to advise that Samoa’s financial system remained sound and stable in the reviewed
period, with efforts to strengthen Samoa’s anti-money laundering framework and countering of
terrorist financing activities an ongoing priority for the Bank.

Furthermore, with the increasing focus and responsibility worldwide on central banks to promote
financial inclusion as another avenue for greater economic growth, CBS had identified and under-
took initiatives to develop Samoa’s financial system and infrastructure environment. Part of this
included a shift towards a modernized National Payments System and promoting financial literacy
in Samoa. This is a new and evolving responsibility for the Bank, with the necessary allocation of
staff resources and adequate capacity development a necessity.

The major developments as out-
lined in this first consolidated and
30th Annual Report for the Central
Bank is summarized below:

The five years up to FY2016/2017
represented a period of steady
growth in the world economy sup-
ported by continued accommoda-
tive monetary policies. With an av-
erage expansion of 3.32 percent, the
global economy’s growth reflected
subdued inflationary pressures fol-
lowing low international commodi-
ty prices, particularly those for fuel
and food. Labour market conditions
also improved across the major ad-
vanced economies, namely the Eu-
rozone, United States of America
and New Zealand. Notwithstanding
these performances were challeng-

es to some of the advanced econo-
mies during this period. The most
significant of these was the United
Kingdom’s unexpected referendum
decision in June 2016 to exit the Eu-
ropean Union, causing uncertainty
and denting business and consumer
confidence in the region. Increased
geopolitical tensions as well as the
frequency and intensity of natural
disasters were other major down-
side risks that were prominent in
the last five fiscal years.

As a small open developing econ-
omy, major developments in the
global markets as well as external
factors beyond our control have
had major influence on Samoa’s
economic performance.

e Samoa’s economy registered a

negative 1.9 percent growth in
FY2012/13 due to adverse ef-
fects of the devastating Cyclone
Evan that hit Samoa in Decem-
ber 2012 and the second round
effects of the Global Financial
Crisis. In FY2013/2014, a 1.2
percent real growth was record-
ed, reflecting to some extent
the post-Cyclone Evan recon-
struction work, preparations
for the UN Small Island Devel-
oping States (SIDS) Conference
and a few major private sector
hotel developments such as
the construction of the Return
to Paradise Resort, Taumeasina
Island Resort, Sheraton Samoa
Aggie Greys Resort and Sher-
aton Samoa Aggie Greys Hotel
and Bungalows in Apia.
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Further growth momentum was
recorded in FY2014/15, with a
1.7 percent expansion driven by
the ongoing recovery activities
from Cyclone Evan and prepa-
ration towards the hosting of
the UN SIDS Conference, which
saw considerable growth in the
tourism, commerce, transport,
communication, electricity and
water sectors. Other contrib-
uting factors included prepara-
tions towards the hosting of the
Commonwealth Youth Games,
the historical All Blacks versus
Manu Samoa match as well as
the Samoa Agriculture Compet-
itiveness Enhancement Project
(SACEP) under the Ministry of
Agriculture and Fisheries.
FY2015/16 recorded the stron-
gest economic growth rate so
far of 7.2 percent, notably due
to a sharp improvement in the
fishing industry reflecting the
entrance of the newly estab-
lished Apia Deepsea Fishing
Limited, which contributed
largely to the increase in fish
exports. The opening of two
major tourism developments
(namely Sheraton Samoa Aggie
Grey’s Hotel and Taumeasina
Island Resort) during this pe-
riod, also contributed to this
exceptional growth. Another
contributing factor to the sharp
growth was the significant in-
crease in tax compliance, which
saw tax returns increase con-
siderably pushing up the Com-
merce sector output. Ongoing
government projects such as
the airport terminal, enhancing
and upgrading of roads, ports
infrastructure to name a few
also played a part towards this
positive growth rate.

In FY2016/17, the economy re-
turned to normal levels with a

2.7 percent real growth follow-
ing the completion of some of
the major developments in the
previous year. As a result, the
fishing, accommodation and
restaurants and construction
industries recorded moderate
slowdown, which was partially
offset by other ongoing activi-
ties and government projects.

Furthermore, we share the chal-
lenges associated with global infla-
tionary pressures stemming mainly
from international oil and food pric-
es as well as the adverse impacts
of natural calamities. The Central
Bank aims to achieve low inflation
rates of below 3 percent, consis-
tent with its main trading partners.
Over the past five years, CPI infla-
tion has declined from 6.2 percent
in June 2012 to 1.5 percent in June
2017, mainly reflecting the low in-
ternational commodity prices and
weakness in domestic food prices
over the reviewed period.

Pegged against a currency basket,
the Samoa Tala has largely remained
stable in the reviewed period since
its 1.8 percent nominal apprecia-
tion in FY2012/2013. The real val-
ue of the Tala, on the other hand,
has recorded notable depreciations
against the currency basket. The
weakening of the real value of the
Tala against the basket of its major
currencies reflected Samoa’s lower
inflation rates compared to those of
its main trading partners.

In the five years under review, the
Central Bank has extended four
different credit line facilities (CLF)
as part of its monetary policy op-
erations. The first of these was a
$44.0 million Cyclone Evan Credit
Line Facility extended only to the
businesses and individuals whose

buildings were severely damaged
by the Tropical Cyclone. The other
three different CLFs were extend-
ed for Economic Stimulus purposes
to support the country’s econom-
ic recovery and long term stability
efforts. In particular, $30.0 mil-
lion was introduced in 2013/2014
(which also assisted with prepa-
rations towards the hosting of the
United Nation’s Small Island Devel-
oping States (SIDS) Conference in
September 2014 and the Common-
wealth Youth Games in September
2015. The third stimulus package
was introduced in FY2014/2015,
valued at $10.0 million. The final
CLF worth $15.0 million was in-
troduced in FY2015/2016 to assist
tourism and mainly small medium
enterprises within the agriculture
and manufacturing sectors.

The de-risking and de-banking of
money transfer operators’ since
2013 in Australia and New Zealand
presented challenges and risks to
the Samoan economy over the re-
viewed period. This has been an in-
ternational concern, also affecting
other regions particularly the Carib-
bean, with severe implications on
small island developing states that
depend largely on remittances. The
Central Bank has undertaken sever-
al measures and efforts to address
this issue at various regional and
international forums, as well as im-
proving its anti-money laundering
and countering terrorist financing
(AML/CFT) regime. Nevertheless,
this issue remains unresolved giv-
en its multi-pronged causes, which
also include business decisions by
international correspondent banks
given the diseconomies of scale in
small-sized economies.

The banking system remained well
capitalized in the five-year period to



FY2016/2017, despite the challenges
imposed by Tropical Cyclone Evan.
The only significant change in the
banking system during the reviewed
period was the changeover in owner-
ship to one of the foreign banks that
has long served Samoa. The decision
by the Westpac Pacific Corporation to
sell its operations in the Pacific Region
(with the exception of Fiji and Papua
New Guinea) to the Bank South Pacif-
ic Limited Group, led to the operation
of Bank South Pacific (Samoa) Limited
in July 2015.

The Central Bank also took part in the
first Financial Sector Assessment Pro-
gram for Samoa undertaken by the
International Monetary Fund and the
World Bank Group in late 2014. This
provided an opportunity to assess
and identify any systematic risks and
development challenges to Samoa’s
financial system.

The general insurance industry con-
tinued to provide a steady solvency
performance, indicating the insurers’
ability to manage their underwriting
risks.

As the Money Laundering Preven-
tion Authority, the Central Bank con-
tinued to comply with international
standards and undertook a National
Risk Assessment by the internation-
al community. Following the com-
pletion of the Asia Pacific Group on
Money Laundering (APG) third mutu-
al evaluation assessment of Samoa in
2014/2015, the report from that mis-
sion was officially adopted at the APG

plenary meeting in early 2015/2016
with Samoa’s status’ subsequently
promoted to an enhanced (expedit-
ed) follow-up category. Furthermore,
Samoa’s AML/CFT National Strategy
2016-2020, a National Policy on AML/
CFT and an AML/CFT Policy Paper for
2016-2020 were developed and im-
plemented in FY2016/2017.

Financial inclusion initiatives contin-
ued to be pursued through public
awareness and public participation.
During the five-year period, the Na-
tional Financial Inclusion Taskforce
was established with the aim to coor-
dinate and implement the National Fi-
nancial Inclusion Strategy 2017-2020
that was endorsed and launched in
FY2016/2017.

On operational matters, capacity
development remains an important
aspect for the sustainability of the
Bank. During this period, staff train-
ing continued to be provided locally
and overseas, with the majority on
the latter and mainly for the core
functional areas especially AML and
financial inclusion. Further, for the
first time in 2015, a job analysis ex-
ercise was undertaken across the
Bank, resulting in the evaluation of
all the established positions within
the Bank’s structure. The need to re-
cruit, retain and train staff is crucial
in view of the continuous challenges
and changes to global central banking
functions particularly from the rapid
pace of technological developments
on the global financial system.

The different monetary policy actions
by most major central banks world-
wide presented a major challenge on
the management of foreign reserves
in the five year period. In particular,
the historically low interest rates in
Samoa’s major trading partner coun-
tries meant that the interest income
from our foreign reserve holdings,
which is the primary source of rev-
enue for the Bank, declined signifi-
cantly. While the Bank’s operational
budget position in the five years was
influenced by these global develop-
ments, the efforts and commitment
to maintaining monetary and finan-
cial stability for the Samoan economy
was and continues to be a priority.

| take this opportunity to thank the
former Board Director, Mr. Lavea
Tupaimatuna lulai Lavea, for his years
of dedicated service and contribution
in the Bank’s governance structure.

Finally, | extend my gratitude and
appreciation to the current Board of
Directors for their support and guid-
ance, as well as the management
and staff of the Central Bank of Sa-
moa for their team work, dedication
and commitment towards achieving
the Bank’s objectives in the past five
years.

Maiava
Gover



he Samoan economy improved significantly over the five years to FY2016/2017, with the con-
tinued relaxation of monetary conditions. Despite intermittent periods of tightening of liquid-
ity conditions, market interest rates continued to drop to historical lows, with the commercial
banks’ average lending rates at 8.65 percent.

1. The World Economy*

The five years from FY2012/2013 to
FY2016/2017 represented a period
of steady growth in the world econ-
omy. According to the International
Monetary Fund’s World Economic
Outlook releases over this period,
the global recovery was firm with
an average expansion of 3.32 per-
cent, supported by accommodative
monetary policies across the globe.
Of Samoa’s major trading partners,
the New Zealand and Australian
economies performed well over
most of the period under review.
During this period, low internation-
al commodity prices particularly for
fuel and food led to subdued infla-
tionary pressures while improving
labour market conditions for most
of the major advanced economies
(including New Zealand, the Unit-
ed States of America and the Euro-
zone) resulted in decreasing unem-
ployment rates. (Refer to Table 1).

Aside from these economic out-
turns were challenges faced by
some of the world’s major econo-
mies during this period. The most
significant of these was the United
Kingdom’s unexpected referendum
decision in June 2016 to exit the Eu-
ropean Union, causing uncertainty
and denting business and consum-
er confidence in the region. Of the
emerging and developing econo-
mies, China’s transition towards a
more balanced economic frame-
work saw the world’s second largest
economy slow down from 7.5 per-
cent in 2012/2013 to 6.9 percent in
2016/2017.

Downside risks to the global re-
covery were elevated in the latter
part of the reviewed period, with
increasing uncertainty stemming
from government policies that po-
tentially may have an adverse im-
pact on global trade, geopolitical
tensions, tightening of global finan-

cial conditions and natural disasters
to name a few.

Overall, aside from the USA who
started to normalize its monetary
policy conditions in 2015, most of
the major economies maintained
highly accommodative monetary
policy stances over the five years to
FY 2016/2017. (Refer to Table 2).

In particular:

e The Reserve Bank of Australia
(RBA) reduced its Cash Rate
five times by a total of 2.00 ba-
sis points, from 3.50 percent
in 2011/2012 to a historic low
of 1.50 percent in 2016/2017,
amid moderate  economic
growth and lower than expect-
ed inflationary pressures;

e The Reserve Bank of New Zea-
land (RBNZ) increased its Over-
night Cash Rate (OCR) from
2.50 percent in 2011/2012, to
3.25 percent in 2013/2014 re-

TABLE 1: SELECTED GLOBAL ECONOMIC INDICATORS
Samoa's maln traing parners World Economic Performance
New Zealand Australia United States of America
Financial year (end | Real GDP | CPIinflation | Unemployment | Real GDP | CPlinflation | Unemployment | Real GDP | CPlinflation | Unemployment | Real GDP | CPlInflation | Unemployment
June) Growth Rate Rate Growth Rate Rate Growth Rate Rate growth rate Rate
Year on Year Change (%)

2010/2011 11 53 6.0 2.2 35 49 17 3.6 9.1 39 45 5.7
2011/2012 28 1.0 6.3 3.8 12 5.2 24 17 8.2 44 34 5.6
2012/2013 23 0.7 6.0 2.1 24 5.7 1.0 18 75 3.0 34 5.6
2013/2014 3.0 16 53 2.8 30 6.1 27 21 6.2 34 35 55
2014/2015 3.8 0.4 5.5 3.1 15 6.1 33 0.1 54 34 3.0 5.5
2015/2016 44 04 5.1 33 10 5.8 1.2 10 49 33 25 55
2016/2017 28 17 4.8 19 19 5.6 2.2 16 44 35 27 5.6
Source: IMF International Finance Statistics IMF January 2018 Updated WEO, ILO (for World Unemployment rate), Bloomberg, TradingEconomics, WPC Australia & NZ Weekly Updates and specific country's statistics authorities

1 Financial years referenced in the text refer to Samoa’s financial year period, starting from July to June.
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TABLE 2: WORLD MONETARY POLICY INTEREST RATES

Fiscal year to end June

2011/2012 2012/2013 2013/2014 2014/2015 2015/2016 2016/2017

Official international interest rates

US Federal Reserve

Percentage (%)

0-0.25 0-0.25 0-0.25 0-0.25

0.25-0.50 1.00-1.25

Reserve Bank of Australia 3.50 2.75 2.50 2.00 1.75 1.50
Reserve Bank of New Zealand 2.50 2.50 3.25 3.00 2.25 1.75
Bank of England 0.50 0.50 0.50 0.50 0.50 0.25
European Central Bank 1.00 0.50 0.15 0.05 0.00 0.00

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

flecting 3 hikes equivalent to a
total of 75 basis points follow-
ing strong domestic growth and
to anchor inflation expectations
during the year. However, fol-
lowing uncertainty over eco-
nomic growth in 2014/15, low
inflation and weak dairy prices
in the latter two financial years,
the OCR was lowered six times
by a total of 1.50 basis point to
a low of 1.75 percent by end
2016/2017;

e Modest growth in the United
Kingdom and their decision
to leave the European Union
in June 2016, led to the Bank
of England (BOE) cutting its
benchmark interest rate by 0.25
basis points, from 0.50 percent
in 2011/2012 to 0.25 percent in
2016/2017;

e Weak economic conditions in
the Eurozone saw the European
Central Bank (ECB) reduce its
policy rate several times from
1.00 percent in 2011/2012 to
0.50 percent in 2012/2013, to
0.15 percent in 2013/2014, to
0.05 percent in 2014/2015 and
its lowest recorded level of 0.0
percent since 2015/2016;

e On the other hand, the US
Federal Reserve Bank (US
FRB) raised its Fund Rate four
times by a total of 1.00 basis
points from a target range of
0.00 percent to 0.25 percent

in 2011/2012 to a range of
1.00 percent and 1.25 percent
in 2016/2017. These interest
rate hikes reflected improving
labour market conditions and
overall economic activities in
the country during this period
and efforts by the US FRB to
normalize its monetary policy
since the global financial crises.

2. The Domestic Economy

Monetary policy has been largely
accommodative and loosened in
order to support economic growth
and in line with the Government
budget priorities, especially fol-
lowing Tropical Cyclone Evan in
FY2012/13. In order to ease mone-
tary policy, the Central Bank of Sa-
moa actively encouraged commer-
cial banks to bring down and keep
their interest rates low and afford-
able through open market opera-
tions and moral suasion. As a result,
lending rates trended downwards
over the past 5 years, allowing the
private sector businesses to borrow
from the commercial banks for re-
covery efforts and increase produc-
tion activities. As such, the annual
growth rate of commercial banks’
credit to the private sector has in-
creased significantly by 2016/17.

With the strong growth in commer-
cial bank (domestic) credit as well as

a pickup in external inflows, broad
money supply has risen steadily
over the past five years in line with
consumer demand. Despite the ex-
pansion of broad money in the past
five years, inflationary pressures
have been very mild.

Headline inflation remained well
below its medium term target of
3.0 percent, increasing gradually
over the past 5 years to 1.3 percent
in 2016/17. Although domestic in-
flation was positive and rising from
2013 to 2015, imported inflation
was largely deflationary. Similarly,
the underlying inflation rate (which
excludes all prices for commodities
that are subject to extreme volatil-
ity and price regulations) gradually
increased in line with the hike in im-
ported inflation. (Refer to Graph 1).

On the external front, private remit-
tances inflows in the past five years
fluctuated, rising in FY2014/15
and FY2016/17 while dropping in
2013/14 and 2015/16. The drop in
2013/14 was due to a return in nor-
mal levels after the inflow of funds
for cyclone relief in the previous
year. Visitor earnings were general-
ly positive in the past 5 years, fol-
lowing major events hosted by the
country, such as the United Nations
Small Island Developing States (UN
SIDS) Meeting in FY2014/15 and
the Commonwealth Youth Games
in FY2015/2016. Overall, the offi-
cial gross foreign reserves were am-
ple and sufficient to meet the coun-
try’s overseas obligations, namely
demands for the imports of goods
and services, debt servicing and for-
eign investment opportunities for
both the private sector and Govern-
ment. There were large outflows of
foreign reserves in FY2014/15 and
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GRAPH 1: HEADLINE AND UNDERLYING INFLATION RATE
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FY2015/16 given large capital and
foreign investment payments. Nev-
ertheless, by FY2016/17, an overall
surplus of $27.9 million was record-
ed, equivalent to an import cover of
4.8 months. (Refer to Graph 2).

reserves and sustainable economic
growth.

In FY2012/13, economic growth
was expected to expand slightly in
real terms on the back of a rebound
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GRAPH2: OFFICIAL GROSS FOREIGN RESERVES
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3. Monetary Policy Outlook and
Targets

The Central Bank’ monetary pol-
icy stance in the past five years
(FY2012/13 to FY2016/17) was
based on the macroeconomic out-
look over each of the financial
years, with specific focus on the
monetary policy objectives of price
stability, ample foreign exchange

in the ‘Construction’, ‘Public Admin-
istration’ and ‘Electricity & Water’
and ‘Transport & Communications’
sectors. This favourable outlook
accounted for the various govern-
ment projects that were undertak-
en at the time such as ongoing con-
structions of the NHS headquarters,
new Nurses building and hospital
laboratory, road widening project,
new Fugalei Market, the start of the

Lamana hotel project and other pri-
vate sector developments around
the country. On the external front,
the balance of payments was pro-
jected to be favorable with an ex-
pected overall surplus of $11.8 mil-
lion to reflect the estimated large
disbursement of Government loans
and grants as well as the positive
outlook for exports, tourism earn-
ings and remittances. As a result,
the level of official international
reserves was expected to rise to an
equivalent of around 6.0 months
from 5.7 months cover in the previ-
ous financial year.

For 2013/14, the economy was
expected to improve further with
a real GDP growth rate of 1.5 per-
cent. This was mostly based on the
expected growth in sectors such as
‘Other manufacturing’, ‘Construc-
tion’, ‘Commerce’ and ‘Finance &
Business’, in view of the projected
positive spinoffs associated with
the preparatory activities for the
UN SIDS meeting and the imple-
mentation of other private sector
projects (such as the new SISDAC
headquarters and the renovation
of the John Williams Building). On
the external front, the balance of
payments was expected to record a
surplus of $15.3 million for 2013/14
given estimated improvements in
private remittances and tourism
earnings respectively. However, due
to an anticipated stronger increase
in import payments, the resulting
level of international reserves was
expected to decline to around 5.3
months.

The economic growth outlook for
2014/15 was for a 2.2 percent in-
crease in real terms, mostly from
expected growth in sectors such



as ‘Commerce’, ‘Agriculture’, ‘Con-
struction’ and ‘Transport & Com-
munications’ reflecting the busi-
ness activities during the hosting of
the UN SIDS meeting in September
2014 and project works in prepara-
tions towards the Commonwealth
Youth Games in September 2015.
On the external front, the balance
of payments was expected to re-
cord another surplus of $18.1 mil-
lion for 2014/15 given the positive
outlook for total exports of goods,
visitor earnings and private remit-
tances. However, the level of inter-
national reserves was to improve
marginally to 5.6 months from the
previous financial year.

For 2015/16, the source of the
forecast growth of 3.3 percent was
expected to come from growth
in sectors such as ‘Construction’,
‘Communications’, ‘Commerce’ and
‘Public administration’. Other fac-
tors included the projected strong
business activities during the Com-
monwealth Youth Games and the
initial stages of the Tui-Samoa Sub-
marine cable project. On the exter-
nal front, the balance of payments
was expected to record another
surplus of $10.1 million for 2015/16
given expected improvements in
visitor earnings, exports (of goods),
and private remittances. However,
gross foreign reserves was to drop
to 5.2 months of imports given an
expected strong pickup in total im-
port payments for the year.

The outlook for economic growth
in 2016/17 was for a slowdown in
growth momentum to around 1.8
percent in real terms due to the im-
pending closure of Yazaki Samoa as
well as the return to normal levels
from the high growth of 7.1 percent
in 2015/16. Nevertheless, there

were expected growth in other
sectors such as ‘Construction’ and
‘Transport’” and ‘Communications’
in line the new submarine cable,
new investments in solar farms
and the construction of both the
Vaisigano and Leone bridges. On
the external front, the balance of
payments was expected to register
a surplus of $15.0 million given ex-
pected improvements in exports of
goods, visitor earnings and private
remittances. Likewise, the result-
ing level of international reserves
was expected to rise to around 4.3
months of imports.

4. Monetary Policy Outcomes
FY2012/2013

Actual inflation was lower than
forecast at -0.2 percent given weak
domestic inflationary pressure de-
spite the impact of Cyclone Evan in
December 2012. The subdued local
food prices resulted from the ade-
quate volume of agricultural food
that was still available after the
cyclone, reflecting the resilience
of the local farmers necessitated
by Government’s program for the
replanting of traditional crops. On
the official foreign reserves, the
overall balance of payments re-
corded a large deficit reflecting the
significant one-off outflows for var-
ious import and capital payments
during the year. As a result, for-
eign reserves cover fell to around
5.5 months but was well above its
minimum comfortable level of 4.0
months.

FY2013/14
Inflationary pressure was much

lower than expected in FY2013/14
mainly due to the further weak-

ness in domestic inflation in line
with continued strong agricultural
production. As a result, the actual
annual average inflation rate was
much lower at -1.2 percent. On the
official foreign reserves, the over-
all balance of payments recorded
a higher than expected surplus of
$29.4 million, underpinned by an
increase in tourism earnings and
large one-off Government budget
grant inflows that were disbursed
during the year. As a result, the of-
ficial foreign reserves cover rose to
5.4 months compared to its fore-
cast of 5.3 months and well above
its minimum comfortable level of
4.0 months.

FY2014/2015

Due to lower than expected infla-
tionary pressures as a result de-
creased imported inflation, actual
annual average inflation rate was
much lower at 1.9 percent com-
pared to its forecast of 2.4 percent.
On the official foreign reserves, the
overall balance of payments record-
ed a deficit of $16.6 million in con-
trast to a forecast surplus of $18.1
million. This was underpinned by
large and unexpected one off for-
eign capital and investment pay-
ments made abroad, despite strong
increases recorded from the export
of goods, tourism earnings and re-
mittances. As a result, the imports
cover fell to 5.1 months compared
to its forecast of 5.6 months and
last year’s level of 5.4 months.

Overall, real GDP growth increased
by 1.7 percent in 2014/15 on the
back of strong increases in sectors
such as ‘Transport’, ‘Communi-
cations’, ‘Fishing’, ‘Personal ser-
vices’ and ‘Commerce’. This over-
all growth was slightly lower than



its original forecast of 2.2 percent
growth mainly because of lower
than expected increases for both
the ‘Commerce’ and ‘Agriculture’
sectors.

FY2015/2016

Inflation was much lower at 0.1 per-
cent than initially expected mainly
due to the continued reduction in
imported inflation on the back of
low fuel prices. On the official for-
eign reserves, the overall balance
of payments registered a deficit of
$50.9 million for the whole year
2015/16 in contrast to a forecast
surplus of $10.1 million. This large
divergence was mainly due to large
and unexpected one off foreign
capital and investment payments
made abroad coupled, as well as
the drop in private remittances.
This is despite strong increases re-
corded from the export of goods
and tourism earnings compared to
their initial forecast growth. As a
result, the import cover fell to 4.3
months compared to its forecast of
5.2 months, also underpinned by
the increase in total imports.

Real GDP growth for 2015/16 reg-
istered at 7.2 percent, well above
its original forecast of 3.3 percent
growth. This was mainly because of
an exceptional increase in the ‘Com-
merce’ sector, which was mainly
attributed to increased tax compli-
ance during the year, as well as the
increase in economic production. In

addition, there was strong growth
in the ‘Fishing’ sector, which was
underpinned by the emergence of
a new export fishing company, to-
gether with modest growth in oth-
er sectors like ‘Transport’, ‘Accom-
modations and restaurants’ and
‘personal & other services’ sectors
amongst many others.

FY2016/2017

Inflation was slightly lower at 1.3
percent than initially expected
mainly due to subdued domestic in-
flationary pressures as the drop in

ment funds, private remittances
and tourism earnings. As a result,
the import cover edged slightly up
to 4.8 months.

Overall, real GDP growth increased
by 2.7 percent in 2016/17, higher
than the 1.8 percent initially ex-
pected but well below the 7.2 per-
cent expansion in 2015/16. This
stronger growth compared to its
forecast was on the back of strong
performances in the ‘Commerce’,
‘Agriculture’ and ‘Personal & other
services’ sectors. (Refer to Graph
3).
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agricultural food prices was great-
er than initially envisaged. On the
official foreign reserves, the over-
all balance of payments registered
a higher surplus of $27.9 million
compared to a forecast surplus
of $15.0 million. This was under-
pinned by large inflows of Govern-



II1. Monetary policy implementation and exchange control

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 - com-
plemented by its currency issue and exchange rate functions, Statutory Reserve Deposit pruden-
tial requirement (Section VI (1.4)), foreign exchange control and moral suasion.

1. Open Market Operations (OMO)

The extent of open market opera-
tion activities in the last five finan-
cial years since 2012/2013 reflected
the level of the total banking sys-
tem liquidity. The fewer CBS Secu-
rities floated in the year 2016/2017
reflected tight excess liquidity con-
ditions in the banking system. For
the most part, the tenders of CBS
Securities were under-subscribed
over the five-year period, with no
outstanding CBS Securities at the
end of 2016/2017. (Please refer to
Table 3).

CBS securities yields. Reflecting
the lower number of floats over
the years, the interest costs of the
Central Bank’s open market opera-
tions decreased from SATS25,200
in 2012/2013 to SATS$4,754.15 in
2016/2017.

The Repurchase facility remained
unused by the commercial banks
during the five-year period under
review. On the other hand, the Re-
discount facility was utilized twice
since 2012/2013 with a total $5.0
million worth of CBS Securities re-
discounted.

TABLE 3: CENTRAL BANK OF SAMOA SECURITIES
(Tala Million)

2011-2012 {2012-2013|2013-2014|2014-2015|2015-2016| 2016-2017
Number of Floats 42 50 49 50 48 32
Amount Floated $190.75 $190.25 $161.00 $201.00 $178.00 $64.50
Amount Tendered [ $221.25 $81.25 $102.00 | $220.00 | $156.50 $52.00
Amount Allotted $145.75 $§71.75 $77.50 $154.00 $152.50 $51.50
Amount Matured $156.75 $74.75 $72.50 $152.00 $150.50 $51.90
Amount Outstanding|  $9.00 $5.00 $10.00 $12.00 $0.50 $0.00

Source: Central Bank of Samoa

The overall weighted average in-
terest rate on the Central Bank
of Samoa Securities remained at
near-zero levels in the five years to
2016/2017, with 0.14 percent by
end June 2017, slightly lower than
0.16 percent at end 2012/2013.
Interest rates on commercial bank
deposits of comparable term ma-
turities have decreased, thus nar-
rowing the gap between the com-
mercial bank deposit rates and

The inter-bank market for lending
was also active in the five years to
2016/2017, albeit intermittently.
Overall, lending activity between
the commercial banks were largely
for short terms, with the inter-bank
borrowing rate increasing from 3.0
percent in 2012/2013 to 5.55 per-
cent at end 2016/2017.

2. Exchange rates?

Following its annual reviews during
the five years to 2016/2017, the Sa-
moan Tala currency basket still com-
prises of the currencies of the Unit-
ed States of America, the European
Union, Australia and New Zealand.
The reviews were based on Samoa’s
distribution of merchandise trade
and tourism earnings for the calen-
dar years from 2012 to 2016.

In 2012/2013, the Tala appreciated
1.8 percent against the currency
basket in nominal terms reflect-
ing the strengthening of the Tala
against the US dollar at the time.
Since then, the nominal value of the
Tala has stabilised up to 2016/2017.
The real value of the Tala, on the
other hand, recorded notable de-
preciations against the currency
basket, largely reflecting Samoa’s
lower inflation rates compared to
those of its main trading partners.
This indicated a modest improve-
ment in Samoa’s international com-
petitiveness. (See Graph 4.)

2 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 payment patterns between Samoa and its major trading partners.
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3. Credit Lines to Selected Financial
Institutions?

In the five years under review, the
Central Bank extended four differ-
ent credit line facilities (CLF) as part
of its monetary policy operations.

In 2012/2013, due to the devas-
tation caused by Cyclone Evan in
mid-December 2012 which crip-
pled businesses and affected many
families and individuals particularly
in the Apia area, the Central Bank
established its third credit line fa-
cility in February 2013. This facil-
ity is known as the Cyclone Evan
Credit Line Facility, and eligible only
for the businesses and individuals
whose buildings were damaged by
the cyclone. Access to these CLF
funds were through the Develop-
ment Bank of Samoa (DBS) and
the Samoa Housing Corporation
(SHC). An initial $24.0 million was
endorsed by the Board of Directors
and approved by the Government
in February 2013. An additional
$20.0 million was approved in early
June 2013, which brought the total

amount extended under this facility
to $44.0 million in the financial year
2012/13.

In 2013/14, a separate assistance
known as the Economic Stimulus
CLF with the total value of $30.0
million was devised and extended
to DBS, in support of the country’s
national economic recovery and
long term stability efforts. This par-
ticular CLF, eligible to selected sec-
tors such as tourism, agriculture,
manufacturing and housing, also
assisted with the Government’s
preparations ahead of hosting the
UN SIDS conference in Septem-
ber 2014 and the Commonwealth
Youth Games in September 2015.
An additional $10.0 million funds
were extended in 2014/2015 as
the second phase of the Economic
Stimulus CLF towards the country’s
economic recovery efforts.

In 2015/2016, another $15.0 mil-
lion CLF was extended to DBS for
targeted sectors such as tourism
as well as the small medium enter-
prises within the agriculture and

manufacturing sectors. Following
the gradual improvement in the
Samoan economy and its recovery
from previous natural disasters, no
further funds were injected into the
domestic economy through the CBS
CLFs in 2016/2017.

Overall, the injection of these funds
into the financial system contrib-
uted to the funding of economic
activities that has stimulated the
Samoan economy and reduced the
overall average lending rates by the
commercial banks. The total ap-
proved credit line facility by CBS up
to end 2016/2017 was SAT$125.0
million, which has now been fully
disbursed to DBS and the Samoa
Housing Corporation (SHC). The
outstanding CLF balance at the Cen-
tral Bank as at end 2016/2017 was
recorded at SAT$99.0 million.

Both SHC and DBS have made reg-
ular and timely repayments to the
Central Bank, consistent with the
agreed repayment schedules set in
the MOU for these CLFs.

4. Foreign Reserves Management

The CBS Act (2015) provides the
Central Bank with the custody and
authority to manage the country’s
foreign reserves. The Ministry
of Finance (MOF) holds the oth-
er portion of the country’s official
foreign reserves in its custody. In
2014/2015, the country’s foreign
reserves in the form of the Inter-
national Monetary Funds’ Special
Drawing Rights (SDR) and Accounts
were transferred from the custodi-
an of MOF to the Central Bank.

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.



Gross official international reserves*
at end 2016/2017 was $313.22 mil-
lion compared to $366.76 million in
2011/2012. Following the change
in custodian for the IMF reserves,
MOF now manages less than 10
percent of the country’s total offi-
cial foreign reserves while the rest
is under the management of CBS.
(See Graph 5.)

The Central Bank’s foreign exchange
holdings were continually invested
in line with reserve management
objectives of liquidity, security and
profitability. To that end, the Bank’s
preferred investment instruments
were liquid short- to medium-term
financial instruments consisting of
term deposits, bank bills, certifi-
cates of deposit, repurchase agree-
ments and interest bearing call
accounts in Reserve Banks and fi-
nancial institutions with a minimum
of A-2¢ credit ratings.

In view of the country’s projected
overseas payments obligations in
various foreign currencies as well as
the prevailing and expected global
yield environment, the composi-
tion of the Central Bank’s foreign
exchange holdings was adjusted
accordingly. This was incorporat-
ed in the CBS Foreign Exchange
Investment Policy and Guideline
for the management of foreign re-
serves that was endorsed by the
CBS Board in April 2017. Consis-
tent with the country’s expected
foreign exchange inflows and out-
flow patterns, the composition of
CBS foreign exchange reserves now
also includes holdings of Chinese
dollar-denominated reserves. The
inclusion of the Chinese dollar (or
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Renminbi, RMB) in Samoa’s foreign
exchange reserves also the Central
Bank’s recognition of the interna-
tionalization efforts of the RMB and
its reserve currency status following
its inclusion in the IMF’s SDR cur-
rency basket in October 2016.

As a result, at end June 2017, the
composition of CBS foreign ex-
change reserves showed a 22.9
percent holding of RMB reserves.
The NZD and AUD holdings ac-
counted for 31.7 percent and 15.0
percent respectively of total foreign
exchange reserves, while the USD
holdings increased to 30.2 percent.
(See Graph 6.)

FY 2016-2017

RMB NZD
22.9%

31.7%

USD, 30.2%

As shown in Table 2 under Section
IV for the World Economy, the ma-
jor central banks in the world whom
CBS maintains foreign reserve hold-
ings in their currency denomina-
tions undertook several changes
(mainly reductions) to their policy
interest rates over the five years
to 2016/2017. This had an impact
on the interest income received by
the Central Bank from its foreign
reserves investments during the re-
viewed period. In particular, the re-
duced interest rates by the RBA and
RBNZ led to the inevitable decline
in interest returns on Australian and
New Zealand dollars-denominated
investments. There continued to
be no holdings in Euro investments

“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.

>Short term credit rating using Standard and Poor’s Credit Rating Index. The new minimum credit rating was endorsed by the CBS Board of
Directors at its April 2017 meeting, the result of a change from the previous minimum credit rating of A-1.



due to negative interest rates by the
European Central Bank, as a result
of the ongoing regional debt crises
and weak economic activities in the
region. On the other hand, the in-
crease in holdings of US dollar re-
serves coupled with the increases
in the US interest rates, helped par-
tially offset the lower returns from
the Australian and New Zealand
dollarinvestments. As aresult, total
interest income from these foreign
investments registered at SATS5.31
million in 2016/17, decreasing from
SATS$8.95 million in 2011/2012.

5. Currency Issue

By law, the Central Bank is the sole
issuer and destroyer of local cur-
rency banknotes and coins. It is an
offence to deface any local currency
note or coin. Any deliberate actions
such as writing, stamping, erasure
that changes the features of a local
currency unit is subject to severe le-
gal penalties.

The demand for  currency
(banknotes and coins) for the last
five years grew by 19.7 percent
from $74.9 million in 2012/2013
to $89.6 million in 2016/2017. This
growth reflected an increase in the
issuance of new banknotes, from
$37.6 million in 2012/2013 to $49.0
million in 2016/2017. Similarly,
coins circulated in the country grew
from $3.44 million in 2012/2013 to
$5.30 million in 2016/2017.

Leaving aside small denomination
coins, the S1 coin remained the
most widely circulated currency
unit in the country with the num-
ber of pieces circulating by the
end of June 2017, increasing by 99

percent to 1,575,109 from 790,000
in 2012/13. The circulation of the
S2 coin increased by 75 percent
to 1,054,092 pieces in 2016/17
compared to 600,000 pieces in
2012/2013. Overall, the number of
pieces for all the denominations in-
creased by 4,959,611 in 2016/17.

6. Foreign Exchange Control®

Exchange Control policies were
continuously reviewed on ongo-
ing efforts to monitor their consis-
tency against prevailing economic
and liquidity conditions in Samoa.
These reviews included the easing
of some restrictions on foreign ex-
change flows where necessary. At
the same time, the monitoring of
capital outflows was strengthened
to preserve and maintain an ade-
guate level of the country’s foreign
exchange reserves to meet all its in-
ternational commitments.

For the most part, current account
transactions continue to be dele-
gated to the commercial banks and
money transfer operators, subject
to the submission of relevant sup-
porting documents. Foreign capital
payments, on the other hand, con-
tinue to require prior CBS approval
along with a few selected payments
as detailed below.

The reviews of exchange control
policies and procedures took place
as follows:

e 2012/2013 - further relaxation
of exchange control policies
where delegated limits on ad-
vanced import payments were
removed from money transfer
operators (MTOs). Further-
more, the maximum amount

imposed on commercial banks
and MTOs for overseas travel
was raised from SATS$7,000.00
per person per trip to
SATS20,000.00 per person per
trip. These changes took effect
on 1%t October 2012;
2013/2014 - applications for
the overseas payment of man-
agement fees and insurance
premiums were referred to the
Central Bank for prior approval,
while a reminder was issued
for the repatriation of foreign
airline ticket sales in excess of
SATS$1.0 million to obtain an ini-
tial CBS approval. These took
effect on 3" March 2014;
2014/2015 - there were no
policy changes, however a
strengthening of procedures
was issued. These changes in-
cluded ensuring a consistency
in practice for foreign currency
deposit account applications
by any Government body or
corporation with the Public Fi-
nance Management Act as well
as clarity in the nature and use
of potential borrowed funds
through foreign currency loans
at local commercial banks or
offshore borrowings by resi-
dents. These took effect on 3™
August 2015;

2015/2016 — while there were
no policy changes implement-
ed, a procedural amendment
to foreign currency deposit
accounts (FCDA) was allowed.
This enabled only hotels and
money changers/money trans-
fer operators to deposit foreign
currency banknotes into their
FCDAs with the local commer-
cial banks, while all other types
of FCDA resident holders con-

¢ Foreign Exchange Control plays a complementary 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.

I



tinued not to be allowed. This
took effect on 1t August 2016;
2016/2017 — the processing of
foreign currency lending for com-
mercial banks’ trade finance fa-
cilities to local resident business
entities was delegated to com-
mercial banks but subject to se-
lected conditions. Furthermore,
the payment of insurance and re-
insurance premiums overseas by
individuals, private businesses,
organizations and Government
ministries, authorities and cor-
porations were delegated to both
the commercial banks and MTOs
to process. These policy amend-
ments took effect on 1% August
2017.

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 required to remit their
export proceeds back to the
country within a specified time-
frame.

e Foreign Currency Deposit Ac-
counts (FCDAs) - To encourage
the repatriation of foreign ex-
change earnings to Samoa, res-
ident individuals or firms who
are significant earners of foreign
exchange have been allowed,
since 1994, to open a foreign cur-

rency deposit accounts with the
local commercial banks. In the re-
viewed period, a total of 177 new
FCDAs were opened with the lo-
cal commercial banks, 35 percent
of which were for individuals and
the rest for businesses such as
exporters, hotels, consultancy
services (law and accountancy
firms), a few money transfer op-
erators and construction compa-
nies.

7 Apart from residents, non-residents such as the diplomatic missions and official international organizations are also allowed to hold FCDAs.



I'V. Financial System Supervision

One of the key objectives and responsibilities of the Central Bank under its mandate is promot-

ing and maintaining financial stability by doing the following:

e Registering 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;

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

e Registering and licensing of foreign exchange service provider; money transfer operators and

money changers.

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

distress.
1. Commercial Banks

The stability and soundness of the
banking system is recognized as
important for any small economy.
Therefore, in the interest of pro-
moting their financial soundness,
commercial banks are subject to
the Central Bank’s prudential super-
vision which concentrates primarily
on detecting early signs of weak-
nesses.

Over the five-year period, Samoa’s
banking system continued to com-
prise of four commercial banks,
namely two foreign banks and
two locally-owned banks. During
FY2014/15, Westpac Banking Cor-
poration sold its banking business
operations in most South Pacific
Island countries (excluding Fiji and
Papua New Guinea) to the Bank
South Pacific Limited, a regional
bank with headquarters in Papua
New Guinea. As part of the regula-
tory approval for the regional sale,
CBS issued a banking license to the
Bank South Pacific (Samoa) Limited
in April 2015, while internal pro-
cedures were undertaken to final-
ise the sale. On 10 July 2015, the

Westpac Bank (Samoa) Limited’s
banking license was revoked in ac-
cordance to Section 7(1)(iv) Finan-
cial Institutions Act 1996. Imme-
diately, thereafter, the Bank South
Pacific (Samoa) Limited came into
effect, with a smooth transition in
the bank’s operations and services
to the general public.

As at the end of FY2016/17, the
four commercial banks in Samoa
were the ANZ Bank (Samoa) Lim-
ited, Bank South Pacific (Samoa)
Limited, National Bank of Samoa
Limited and the Samoa Commercial
Bank Limited.

Through regular reviews and anal-
ysis of financial information and
periodic reports provided by the
banks, their latest available finan-
cial performance and conditions
are compared against the prevailing
prudential standards and legal re-
quirements (including past periods
performance). This is to determine
the degree of risks and vulnerabili-
tiesinherent by the individual banks
and the banking system as a whole.

In addition to offsite surveillance,

the Central Bank also conducts on-
site examination. Supervision that
embraces both off-site surveillance
and on-site examination has been
found to be more effective than
off-site surveillance only. Onsite
examination provides a useful view
of the true financial position of a
bank. The frequency, scope and
techniques that is used in on-site
examinations varies depending on
the overall condition and the level
of sophistication of the bank.

During the review period, the Fi-
nancial Supervision and Regulatory
Services Department of the Central
Bank carried out 1 full scope on-
site examination of a locally incor-
porated commercial bank. In June
2017, the Central Bank in collabora-
tion with the Australian Prudential
Regulation Authority (‘APRA’) con-
ducted a two weeks’ inspection of
a foreign owned bank. The focus is
to ascertain or confirm the bank’s
compliance with their own policies
and procedures as well as relevant
standards, laws and regulations.

Continuing consultations and dis-
cussions were held with the banks



on key areas of their operations
which include, among others, the
maintenance of the required capital
adequacy ratio, undue concentra-
tion of credit to single borrowers,
liquidity management, profitability
performance, the maintenance of
realistic provisions against unex-
pected losses and the adequacy
of systems to monitor and control
risks.

Notwithstanding the above, the ul-
timate responsibility for the affairs
and performance of supervised fi-
nancial institutions operating in Sa-
moa rests mainly with their Boards
of directors and management.

The Central Bank can neither guar-
antee the soundness of a financial
institution nor can it provide com-
plete protection for its depositors,
creditors and other claims on it.
However, by ensuring that super-
vised financial institutions follow
prudent management practices,
the Central Bank is able to promote
public confidence in these institu-
tions and to help maintain a sound
financial system.

1.1 Financial Position of the
Banking System

In the reviewed period, the bank-
ing system recorded strong growth
in the overall level of assets, with
a 47.2 percent ($483.2 million)
expansion to $1.5 billion at end
FY2016/2017 from $1.0 billion at
end FY2011/2012. The growth in
total assets were attributed to the
remarkable increase in lending by
40.1 percent ($311.7 million), as
well as currency and deposit re-
serves with the Central Bank by
52.4 percent ($105.2 million). This
more than offset the drop in the

level of reserve funds by 27.4 per-
cent ($58.2 million), nonfinancial
assets (by $72.0 million) and debt
securities by 62.2 percent ($8.1 mil-
lion) in that order. Total loans and
leases to deposits ratio decreased
from 102.5 percent in FY2011/2012
to 100.4 percent to date. By com-
parison, the banking system record-
ed total liabilities of $1.3 billion, an
expansion of 52.5 percent ($436.7
million) from end FY2011/12.

Further, the capital adequacy ratio
remained relatively steady and sup-
ported by banks’ sound profitability
performance over the period. While
the quality of banks assets indicated
an upward trend in non-performing
loans, the provisions for bad and
doubtful debts were sustained at
more or less adequate level at the
end of the period.

1.2 Capital Adequacy Ratio

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

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 lev-
el of their risk weighted exposure.
As such, Tier one capital or “core
capital” shall be no less than 7.5
percent of total risk weighted expo-
sure, while Tier two capital or Sup-
plemental capital shall not exceed
100.0 percent of core capital.

Total Tier one capital in the bank-
ing system amounted to $178.9
million, an increase of 8.4 percent
($13.9 million) from $164.9 million

in FY2011/12, due mainly to in-
creases in prior year’s audited re-
tained profits, paid-up capital and
reserves. Tier two capital grew by
36.4 percent ($10.8 million) caused
mainly by the increase in the re-
valuation reserves, bringing total
capital (Tier one plus Tier two) to
$219.3 million at the end of the re-
viewed period, from $194.6 million
in FY2011/2012.

At these levels, the banking sys-
tem’s Tier 1 capital ratio was re-
corded at 20.4 percent, declining
from 24.1 percent in FY2011/2012;
but still well above the Central
Bank’s minimum capital require-
ment of 7.5 percent for Tier 1 cap-
ital. The overall banking system
remains strongly capitalized with
an aggregate ratio of 25.1 percent
in FY2016/2017, while lower than
the 28.4 percent capital adequacy
ratio in FY2011/2012, still remains
well above the Central Bank’s min-
imum capital requirement of 15.0
percent. These ratios reflect poten-
tial capacity available in the banking
system to meet the demand on fi-
nancial services and future business
prospects. (See Graph 7).

Overall, the banking system record-
ed a surplus capital of $88.1 million
in FY2016/2017 compared to $92.0
million in FY2011/2012.

1.3 Asset Quality

The Central Bank places greater
emphasis on a bank’s internal man-
agement 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

s
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GRAPH 7
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adequate provisions are maintained
to cover for potential or identified
losses.

In the financial year ending June
2017, total loans and leases grew to
$1.089 billion, increasing 40.1 per-
cent ($311.8 million) from $0.777
billion in the financial year end-
ing June 2012. At this level, total
non-performing loans (NPL) was re-
corded at $44.8 million (equivalent
to 4.1 percent of total loans and
leases) compared to $35.8 million

households suffering direct dam-
ages and their subsequent inabil-
ity to service their prevailing debt
obligations following the cyclone.
Despite NPLs increasing to a high
of $65.2 million in FY2013/2014, it
has since declined to $44.8 million
at end FY2016/2017. In the mean-
time, provision for bad and doubt-
ful loans stood at $55.1 million (5.1
percent of total loans and leases to
date) in FY2016/2017, providing ad-
equate cover for total non-perform-
ing loans. (See Graph 8.)
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(4.6 percent of total loans and leas-
es) in FY2011/2012. The increase
in total NPL over the five-year pe-
riod reflected one of the financial
impacts of Cyclone Evan’s devasta-
tion on the Samoan economy, with
several businesses and individual

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 ex-

posure to one customer, industry,
economic sector or activity jeopar-
dizes the soundness of banks’ as-
sets and has been one of the major
causes of bank losses.

The composition of loans by in-
dustries was mainly unchanged for
most of the reviewed period, until
FY2016/2017 when the exposure
to domestic currency loans de-
clined from around 99.3 percent to
95.7 percent. This shift reflected
a rise in foreign currency-denom-
inated loans from near zero levels
in previous years to 4.3 percent in
FY2016/2017. Overall, the bulk of
the banking system’s lending re-
mains largely directed to ‘building,
constructions and purchasing of
lands’ activities. The second main
credit exposure was to “other activ-
ities”, followed by the “professional
services”, “trade”, “transportation”
and “manufacturing” industries.
(Refer Table 4)

Furthermore, by sectors, lend-
ing to businesses represented
55.9 percent of total loans at end
FY2016/17, with household loans
constituting 36.0 percent of the
bank’s total loan portfolio. The re-
maining 8.1 percent reflects credit
exposure to the Government sec-
tor, including non-financial public
enterprises and non-monetary fi-
nancial institutions.

1.4 Liquidity Management

The primary responsibility for the
prudent management of a bank’s
liquidity and for determining the
appropriate 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 for



TABLE 4: Distribution of credit exposures by industry (as a percentage of total credit exposure) extraordinary items and taxation)
2012/2013 | 2013/2014 | 2014/2015| 2015/2016 | 2016/2017 amounted to $30.7 million, indicat-
Domestic currencyt loans 99.9 99.9 99.9 99.9 95.7 ing an increase of 3.5 percent ($1.0
Agriculture 1 0.8 0.5 0.2 0.6 million) over the five-year period.
Fisheies 0.4 0.4 0.3 0.2 0.3 Following the deduction of tax, the
Manufacturing 4.6 5.4 43 3.5 2.8 net profit for the commercial banks
Building, Construction & Land|  35.2 35.3 29.8 20.1 26.9 in 2016/17 improved to $22.4 mil-
Electricity, Gas and Water 2.2 13 1 0.7 1 lion compared to $21.6 million in
Trade 14.5 17.4 17.2 6.4 7.2 FY2011/12. (See Graph 9.)
Transportation 8.4 7.4 6.2 27.2 19.7
Professional Services 16.2 18.7 28.1 27.2 19.7 Total operating income went up by
Others 17.4 13.2 12.5 29.5 25.7 17.2 percent ($12.7 million) while
Foreign currency loans 0.1 0.1 0.1 0.1 4.3 total operating expenses and pro-
TOTAL 100 100 100 100.0 100.0 visions increased by 26.4 percent
($11.6 million) compared to June
handling any unexpected strain on
their cash flows. GRAPH 9

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 foster public confidence in banks.
As such, banks are expected to have
in place effective systems for man-
aging their liquidity positions.

At the end FY2016/2017, total lig-
uid assets amounted to $145.8 mil-
lion, equivalent to 14.6 percent of
total domestic deposit liabilities.
At this level, it showed an unfa-
vorable reduction of 41.8 percent
(5104.7 million) when compared
to FY2011/2012. In addition, there
was no investment in CBS Securities
recorded at end June 2017, com-
pared to $9.0 million registered at
end June 2012.

In the matching of loans and de-
posits by residual maturity, total
short term loans (up to 3 months’
maturity) plus liquid reserve funds
amounted to $389.5 million as
compared to short term deposit lia-
bilities of $572.3 million. In the
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3 months and over category, long
term loans stood at $944.3 million
against long term deposits of $400.8
million, revealing a significant mis-
match in the residual maturity of
funds in FY2016/17. This trend is,
however, closely monitored in con-
sultation with the banks given the
volatile nature of deposit funds in
the market in order to ensure banks
are able to meet their liquidity obli-
gations at all times.

1.5 Profitability
Based on the banks different ac-

counting periods, the banking sys-
tem combined profit figure (before

2012 respectively. As such, the effi-
ciency ratio of the banking system
went up to 64.7 percent as com-
pared to 59.7 percent over the past
five years.

Increases were recorded in the re-
turn on average net worth (25.9
percent from 11.6 percent) and av-
erage total assets (4.2 percent from
2.1 percent) in 2011/2012. This sig-
nificant change reflected the adop-
tion of the International Monetary
Fund’s methodology for the calcu-
lation of financial soundness indi-
cators in March 2016. This resulted
in the annualizing of the operating
profits before extraordinary items



and taxation, instead of net profit.

1.6 Foreign exchange net open po-
sition

The Central Bank closely monitors
the banks’ foreign exchange activi-
ties throughout the year to ensure
that banks are not exposed to any
major foreign exchange risks det-
rimental to their financial viability.
Among others, this refers mainly to
the banks’ foreign exchange open
overnight position by a single cur-
rency, as well as the combination of
different currencies.

The emphasis is on the Board of Di-
rectors and Management of each
bank to have a clear understand-
ing and knowledge of their bank’s
capacity in undertaking foreign ac-
tivities in relation to its financial ca-
pacity which, among others, must
have regard to the volume and size
of foreign transaction deals of cus-
tomers on a daily basis, the size of
its capital and the ability of custom-
ers (both local and abroad) to settle
their foreign transactions as they
fall due.

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

The combined foreign assets of
the commercial banks at the end
FY2016/2017 stood at $279.8 mil-
lion, a significant increase from
$117.7 million in FY2011/2012.
Similarly, total foreign liabilities
of $250.6 million was more than

doubled the $108.4 million level in
FY2011/2012. At these latest levels,
it reflected a net long open position
of $62.3 million, equivalent to 28.4
percent of the banking system’s to-
tal capital, which is notably higher
than those in FY2011/2012.

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 “Commission-
er”) appointed under section 4 of
the Insurance Act 2007 (the “Act”),
to carry out the functions and pow-
ers as stipulated 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 policyholders’
interests and foster a competitive
and innovative market place. More
specifically, the aim is to ensure
that insurance companies meet
contractual commitments made to
the insured and are at all times in
a sound financial position by main-
taining sound solvency standards.

The Bank has responsibilities under
the Financial Institutions Act 1996
and the Insurance Act 2007 to su-
pervise insurance companies in
conjunction with the Bank’s broad-
er responsibilities aimed at promot-
ing the health and stability of the
financial system in general.

2.2 Licensing and Insurance Mar-
ket Structure

Section 9 of the Act requires all in-
surers and intermediaries conduct-
ing insurance business in Samoa to
be licensed by the Commissioner.
The Commissioner continued to
receive and assess applications for
renewal of licenses by insurers, in-
surance agents and insurance bro-
kers. Licenses are renewed upon
the payment of their license renew-
al fees by the end of December of
each year.

2.2.1 Licensed Insurance Compa-
nies and Intermediaries

As of June 2017, a total of twen-
ty-seven (27) insurers and interme-
diaries were licensed under the Act
as follows:

i. Six (6) insurance businesses (2

life and 4 general);

ii. Four (4) insurance brokers; and
iii. Seventeen (17) insurance agents.

2.3 Supervision

As of June 2017, the Bank contin-
ued to undertake its supervision ac-
tivities through offsite monitoring.
To ensure that licensed insurers
comply with the Act, offsite moni-
toring is conducted which includes
the assessment of periodic pruden-
tial returns submitted to the Com-
missioner.

2.4 Overview of the Insurance
Industry Performance

2.4.1 Balance Sheet
2.4.1.1 Assets

The combined life and general in-



surance sector recorded total as-
sets of $106.1 million, a 9.5 percent
(9.2 million) increase from $96.8
million in FY2011/2012. This reflect-
ed a growth in assets by both the
life (by 23.6 percent or $8.7 million)
and general insurance sectors (by
0.9 percent or $0.5 million) respec-
tively. The general insurance sec-
tor continued to dominate at 57.2
percent ($60.6 million) although it
decreased slightly when compared
to a share of 62.1 percent (or $60.1
million) in FY2011/2012.

2.4.1.2 Liabilities

In contrast, the consolidated total
liabilities dropped by 38.5 percent
(519.3 million) to $30.8 million over
the reviewed period. The general
insurance sector represents 91.7
percent ($28.2 million) of total lia-
bilities.

2.4.1.3 Shareholders’ Funds

The combined shareholders’ fund
for the domestic insurance industry
increased by 60.9 percent ($28.5
million) to $75.3 million from
FY2011/2012, reflecting increas-
es in paid up capital and retained
earnings by $8.0 million to $14.0
million and $9.2 million to $11.7
million respectively for the general
insurance sector. The life insurance
sector dominates 56.9 percent
(542.9 million).

2.4.2 Gross Premiums

As at end FY2016/2017, the life and
general insurance sectors’ com-
bined gross premium income stood
at $31.9 million, up by 15.6 percent
(54.3 million) when compared to

FY2011/2012. Of the total, the gen-
eral insurance sector covered 75.9
percent ($24.2 million) while the re-
maining 24.1 percent ($7.7 million)
was represented by the life insur-
ance sector.

2.4.3 Claims

The combined life and general in-
surance sectors’ net policy and
claims payments aggregated at $8.6
million, reflecting a decrease of 16.6
percent ($1.7 million) over the past
six years. The life insurance sector
dominated 60.4 percent ($5.2 mil-
lion).

2.4.4 Profitability Performance

For the period under review, the
insurance industry registered a re-
duction in profitability, with a com-
bined profit of $2.0 million at end
of FY2016/2017 compared to $5.6
million profit after tax recorded in
the same time six years earlier.

Please refer to the Central Bank’s
Supplementary Annual Report for
the Domestic Insurance Industry for
further details.

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 to extend its prudential
supervision to non-bank financial
institutions

The major non-bank financial in-
stitutions under the Central Bank’s

prudential framework include the
Samoa National Provident Fund
(SNPF), the Development Bank of
Samoa (DBS), the Samoa Housing
Corporation (SHC) and the Unit
Trust of Samoa (UTOS). These non-
banks are established under their
own legislation.

The Central Bank recognizes the
non-bank financial institutions sig-
nificant role in stimulating econom-
ic growth as well as the potential
risks they could incur on the finan-
cial system. As such, priority has
been focused in strengthening and
developing guidelines and report-
ing requirements of these institu-
tions. The Bank finalized the Pru-
dential Standards for the UTOS and
was issued in early 2015 following
CBS’ Board approval.

The Bank continuously assesses
the performance of each non-bank
through its off-site surveillance ac-
tivities as well as onsite examina-
tion.

Regular financial returns from these
institutions are furnished during
the year for ongoing review and
analysis in determining the quality
of key areas of their operations for
financial soundness.

3.2 Overview of the Non-Bank Fi-
nancial Institutions Financial Per-
formance

3.2.1. Balance Sheet

3.2.1.1 Total Assets

At end of June 2017, total assets of

the four (4) non-banks grew by 37.9
percent (5379.2 million) to $1.0 bil-



lion when compared to June 20128,
Of the total, 68.1 percent ($681.7
million) relates to loans and ad-
vances (net), 13.6 percent ($136.2
million) to fixed assets (net), invest-
ments covered 8.8 percent ($88.5
million), bank deposits accounted
for 8.7 percent ($87.3 million) and
other assets represented 0.8 per-
cent ($7.5 million) respectively.

3.2.1.2 Total Liabilities

Similarly, total liabilities aggregated
at $219.3 million, growing 57.7 per-
cent ($126.5 million) over the past
five years. The composition of lia-
bilities includes borrowings, which
totaled $141.5 million (64.5 per-
cent), as well as convertible notes
and other liabilities of $77.8 million
(35.5 percent) in that order.

3.2.1.3 Total Funds, Reserves and
Capital

As of FY2016/2017, the combined
total Funds, Reserves and Capital
stood at $781.9 million, up by 32.3
percent ($252.7 million) when com-
pared to FY2011/2012. Such total is
made up of contributions and gen-
eral reserves of $634.6 million (81.2
percent), assets revaluation and
paid up capital aggregated at $85.4
million (10.9 percent), and cumu-
lative profits and other accounts
totaled $61.8 million (7.9 percent)
respectively. (Refer Graph 10)

3.2.2 Total Loans and Advances

At end of June 2017, the non-bank
financial institutions recorded total
loans and advances of $709.7 mil-
lion, reflecting a significant increase
of 46.4 percent ($329.0 million)
compared to $380.7 million re-
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corded in the FY2011/2012. Distri-
bution of loans by industry groups
revealed that Professional and Busi-
ness Services represented 24.4 per-
cent ($173.5 million); the Building,

million, equivalent to 8.4 percent of
total loans and advances. Total pro-
visions against the current level of
NPLs stood at $27.9 million. (Refer
Graph 11)
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Construction and Installation sector
accounted for 13.0 percent ($92.0
million),  Agriculture, Fisheries,
Manufacturing, Trade and Trans-
port combined represented 8.1
percent ($57.4 million) while other
activities represented 54.5 percent
(5386.8 million).

3.2.3 Assets Quality and Provisions

At end of June 2017, the three non-
banks (namely, SNPF, UTOS and
DBS) registered total non-perform-
ing loans (NPLs) balance of $60.0

3.2.4 Profitability

As of FY2016/2017, the four non-
banks recorded a combined unau-
dited profit after tax of $43.3 million
compared to a $27.0 million prof-
it reported in FY2011/2012. This
reflected total operating income
and other income of $61.3 million
against total operating expenses of
$20.4 million. (Refer Graph 12).

8 Kindly note that the June 2012 figures used in this report only comprised of the three non-banks, namely SNPF, DBS & SHC. The Unit Trust of
Samoa (UTOS) started reporting data to the CBS in December 2013.
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4. Money Transfer Operators
(MTOs) and Money Changer

Also governed under the regulatory
framework of the Bank are the For-
eign Exchange Service providers,
namely the Money Transfer Oper-
ators (MTO) and Money Changers
(MC)e.

The Bank is currently reviewing its
licensing requirements for these
institutions to improve operation-
al standards and to bring it in line
with international requirements, in
particular, the Anti-money Launder-
ing and Counter Terrorist Financing
requirements.

As required, MTOs and MC must re-
new their licenses at the beginning
of every year. In January 2017, the
Bank issued renewal licenses to the
following institutions and interme-
diaries:

i. Twelve (12) MTO licenses;

ii. One (1) MC license;

iii. Twenty-seven (27) MTO
branches licenses; and

iv. Twenty-one (21) MTO agents’
licenses.

? In line with the implementation of financial liberalization, Exchange Control Regulations were amended to allow for the establishment of
licensed money transfer operators (in 1999) and foreign exchange dealers (in 2000) to expand and increase competition in foreign exchange ser-
vices in the country. For monitoring purposes, the money transfer operators (MTOs) and foreign exchange dealers (FEDs) are required to submit

periodic statistical reports to the Central Bank.



V. Financial System Development

he Central Bank’s new mandated functions to promote financial inclusion and oversee the
country’s National Payment System led to the establishment of the Financial System Develop-
ment Department. Their main objectives are to:

e achieve greater shared economic prosperity through financial inclusion,

e assist in developing deep and dynamic financial markets, and

e assist 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:
¢ Financial Infrastructure Development

e Financial Consumer Affairs and Market Conduct
e Stakeholder coordination and liaison with international partners

1. Financial Infrastructure Devel-
opment

1.1 Financial service landscape

Financial service access points ser-
vicing Samoa by the four commer-
cial banks as at end FY2016/2017
consisted of 25 local commercial
bank branches, 561 Automatic Tell-
er Machines (ATMs), 496 Electronic
Funds Transfer at Point of Sale (EFT-
POS) outlets and 79 cash-in and
cash-out agents. This compared to
23 commercial bank branches, 38
ATMs and 647 EFTPOS outlets and
79 cash-in and cash-out agents in
FY2012/2013.

With the help of innovative techno-
logical and institutional solutions,
banking and payment services have
expanded to the community. Over
the five-year period, the four com-
mercial banks continued to make
significant investments for devel-
opments to increase the access
and convenience of their financial
services, through internet bank-
ing, mobile phone platforms and
through card-based instruments.

Only one non-bank provider of fi-
nancial services offers a mobile
money wallet service in the country.
Since 2012/2013, there has been
a 17 percent increase in the num-
ber of registered customers and
a 58 percent growth in the value
of e-money in circulation or held
by customers. This was despite a
significant drop in the number of
agents over the five-year period,
from 67 in FY2012/13 to 11 at end
FY2016/17.

1.2 National Payment System

The National Payment System (NPS)
Act 2014 was effective on 7th April
2014 following collaborative efforts
between the Central Bank and the
World Bank. The NPS Act provides
CBS with oversight powers and re-
sponsibilities of the National Pay-
ment Systems of the country.

Further assistance from the World
Bank included the review and fi-
nalization of secondary legislative
pieces and the procurement of an
Automated Transfer System (ATS+)
and Central Securities Depository
(CSD) software package. Both initia-

tives are yet to be completed.

1.3 Financial Inclusion and mea-
surement

On 1 April 2015, with the assistance
of a grant from the Alliance for Fi-
nancial Inclusion (AFl) and the Pa-
cific Financial Inclusion Programme
(PFIP), the CBS in close collabora-
tion with the Samoa Bureau of Sta-
tistics (SBS), successfully completed
the Financial Services Access and
Usage Demand-side Survey (DSS).
The results of this important work
and the Financial Services Sector
Assessment (FSSA) that was con-
ducted in October 2015, enabled a
clearer understanding of the finan-
cial inclusion situation in Samoa.

The national financial inclusion
strategy (NFIS) workshop in No-
vember 2015 was the culmination
of these studies. The outcome of
the workshop was a draft NFIS and
a proposed implementation model
to drive the strategy. The NFIS 2017
— 2020 document was officially
launched on 27 January 2017.

The DSS findings also helped to

.



complete and inform Samoa’s Fi-
nancial Inclusion Measurement
Framework, which was missing de-
mand side information and indica-
tors.

1.4 Credit Bureau

With assistance received from the
International Finance Centre arm
of the World Bank, the Data Bureau
of Samoa was set up based on the
regional model approach with Fiji
Data Bureau Limited by December
2015. However, legislative devel-
opments out of Fiji in 2016 saw the
regional model fall through and the
Data Bureau of Samoa was dises-
tablished.

From this experience, the CBS is
now of the clear view to seek as-
sistance for the establishment of a
Credit Data Bureau to be housed,
owned and operated in Samoa.

2. Financial Consumer Affairs and
Market Conduct

2.1 National Financial Competence
Project

The final phase of the Financial
Competence Project was complet-
ed in November 2012 with a nation-
al workshop on the results of the
survey to discuss the preparation of
a National Financial Literacy Strate-
gy (NFLS). The workshop was well
attended by a wide cross section of
representatives from the economy.
While a NFLS was not finalized, its
key components were adapted into
the Bank’s broader financial inclu-
sion work over the years and later
incorporated into the NFIS 2017-
2020.

2.2 CBS Financial Literacy Bro-
chures

In early 2015, four bilingual finan-
cial literacy brochures were pub-
lished in the areas of Saving Money,
Spending Money, Borrowing Mon-
ey, and Managing Money. The aim
of the brochures was to disseminate
general information and advice on
personal money management, to
be applicable and relevant to a wide
cross section of the population. The
content put into the brochures is
not to dictate people of their fi-
nancial decisions, but rather guide
them on what they can do. The bro-
chures are readily available to the
public from the CBS office and for
download from the CBS website.

2.3 Global Money Week Events

The Central Bank has participated
in the Global Money Week initia-
tive since 2014. The Global Mon-
ey Week celebration is an annual
event coordinated by Child & Youth
Finance International and is as an
annual worldwide celebration in
March throughout one week with
activities aimed to encourage chil-
dren to engage in learning on how
money works, including saving,
creating livelihoods, gaining em-
ployment and entrepreneurship
as well as living financially smart
lives. As part of its contribution to
this global event, the Central Bank
prepares competitions for the chil-
dren and youth. In the past five
years, this has included the “Be
Money WISE Poster Competition”,
the Money Smart Comic Competi-
tion, the “Money Talk” financial lit-
eracy workshop and Speak Money
Speech Competition

2.4 Fiji Financial Education (FinED)
Study Visit and Scoping Mission

In April 2015, a seven-member
study visit team from Samoa, con-
sisting of representatives from the
Ministry of Education, Sports and
Culture, the National University of
Samoa and the Central Bank of Sa-
moa, visited the Fiji FInED Project
to gain insight and how it could be
conducted for Samoa.

The Fiji study visit provided the op-
portunity to interact with key stake-
holders as well as to observe the
teaching and learning in the class-
room, whilst facilitating an in-depth
learning opportunity for the Samoa
delegates. Later in October 2015,
with financial assistance again from
the PFIP, a scoping mission was con-
ducted by the Young Enterprises
Trust on how best to place financial
education in the Samoa School cur-
riculum.

3. Stakeholder coordination and
liaison with international partners

3.1 National Financial Inclusion
Taskforce (NFIT)

The NFIT was identified from the
national financial inclusion strate-
gy workshop in November 2015 to
drive the implementation of the
national strategy and ensure co-
ordination among stakeholders to
achieve the overall goals and strate-
gic objectives laid out in the nation-
al strategy. The first NFIT meeting
was convened on 27% May 2016 in
which consensus was reached by
the members to seek cabinet en-
dorsement for the taskforce to so-
lidify commitments from its mem-
bers. Cabinet endorsement was
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received on the 29 June 2016.

3.2 Alliance for Financial Inclusion
(AFI)

The CBS continues to be an active
member of the AFI network. At the
regional level it continued to work
closely with other central banks
of the pacific region in the Pacif-
ic Island Regional Initiative (PIRI).
Within the network, CBS is also a
member of four AFI working groups
such as the Financial Inclusion Data
Working Group (FIDWG), SME Fi-
nance Working Group (SMEFWG)
and the Consumer Empowerment
and Market Conduct (CEMC) Work-
ing Group, Financial Inclusion Strat-
egies Peer Learning Group (FISPLG)
to further progress work on finan-
cial inclusion in Samoa.

3.3 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). The purpose of the PFIP is
to increase access to sustainable,
appropriate and affordable finan-
cial services by low-income and
rural people in the Pacific Island
Countries. In 2015, PFIP’s presence
was established in Samoa with Mr.
Amit Kumar posted as PFIP’s Finan-
cial Inclusion Specialist in Samoa.

Please refer to the Central Bank’s
Supplementary Annual Report on
Financial System Development for
further details.



VI. Money Laundering Prevention and Countering

of Terrorist Financing Activities

imilar to all other financial systems, the vulnerability of Samoa’s financial system to money
laundering and terrorist financing is highly recognized.

The threat that money laundering and terrorist financing could pose to national stability and credi-
bility highlights the need for Samoa to implement appropriate legislations to combat such criminal

activities.

Furthermore, it demonstrates to the international community, Samoa’s commitment to support
global anti-money laundering and countering terrorist financial (AML/CFT) efforts.

1. The Money Laundering
Prevention Authority

1.1 Legislative Framework

CBS is appointed to carry out the
functions of the Money Launder-
ing Prevention Authority (MLPA) as
stipulated under the Money Laun-
dering Prevention Act 2007. As
such, the CBS Governor is appoint-
ed by the Minister of Finance as the
Head of the Money Laundering Pre-
vention Authority.

Moreover, the Anti-Money Laun-
dering (AML) legislation provides
explicit provisions with respect to
the establishment of the Samoa
Financial Intelligence Unit (SFIU)
within the MLPA. In doing so, the
Bank’s new department, known as
the Anti-Money Laundering and
Financial Intelligence Unit Depart-
ment is empowered to collect, in-
vestigate and analyze suspicious
transaction reports and share its
findings with relevant domestic
and overseas law enforcement and
anti-money laundering agencies as
may be appropriate.

1.2 International Commitments

The MLPA works to comply with the
international recognized standards

as promoted by the Financial Action
Task Force (FATF) and the Asia Pa-
cific Group (APG) on Money Laun-
dering of which Samoa is a member.
The Authority must ensure the local
financial institutions satisfy regula-
tory and money laundering preven-
tion requirements under the MLP
Act 2007.

In July 2013, Samoa agreed to un-
dergo its third Mutual Evaluation
(ME) in 2014. The subsequent
release of Samoa’s Mutual Evalu-
ation Report (MER) was adopted
in the APG plenary in July 2015.
Aside from the usual AML matters
discussed at these meetings, the
issue on de-risking of remittance
businesses and the loss of corre-
spondent banking relationships
particularly in small island develop-
ing countries, including Samoa, was
also a discussion topic in annual
APG plenary meetings during the
reviewed period.

The APG visited Samoa in February
2014 and re-emphasized the need
for Samoa to strengthen its compli-
ance with AML and CFT standards,
particularly for the passage and en-
actment of the Counter Terrorism
Bill. Furthermore, an on-site visit for
the third Samoa Mutual Evaluation
took place from 3 to 14 November
2014, under the revised FATF Stan-

dards and 2013 Assessment Meth-
odology. The assessment team was
led by the APG Secretariat and in-
cluded experts from Fiji, Cook Is-
lands, New Zealand, Thailand, Palau
and Philippines.

Samoa has made good progress in
addressing some of the technical
compliance deficiencies identified
during the MER 2015. Progress re-
ports were submitted by Samoa to
the APG in May 2013, January 2014,
January 2016 and January 2017,
reflecting developments made on
its AML/CFT regime to rectify defi-
ciencies that were identified during
the Mutual Evaluations in 2006 and
2014 respectively.

1.3 Domestic stakeholder engage-
ments

In March 2014, the MLP Authority
co-hosted with the New Zealand
Police Financial Intelligence Unit
(NZFIU), the Pacific Island Forum
Secretariat (PIFS) and the New Zea-
land Internal Affairs, a National Risk
Assessment (NRA) workshop. Risk
assessment is one of the require-
ments as stipulated under the Re-
vised Financial Action Task Force
(FATF) 40 Recommendations 2012.

In August 2014, the MLP Authority,
in collaboration with the APG Sec-

.6



retariat, hosted a one-week work-
shop for Samoa MLP Task Force
members. The main objective of
the workshop was to prepare Sa-
moa for the APG’s third mutual
evaluation of Samoa’s Anti-Money
Laundering and Countering the Fi-
nancing of Terrorist Activities (AML/
CFT) regime that was scheduled for
November 2014.

In May 2017, the MLP Authority
hosted a representative from the
APG Secretariat for two days, to
discuss with MLP Task Force mem-
bers, the progress made and to be
implemented by Samoa to achieve
recommendations set by the ME as-
sessment team.

In October 2016, the MLP Authori-
ty and MLP Taskforce compiled and
finalized the AML/CFT National Pol-
icy, National Strategy and the Policy
Paper in October 2016.

The MLP Authority is also the ad-
ministrator of the Confiscated As-
sets Fund (CAF), which records all
the proceeds of crimes after suc-
cessful prosecution and the ob-
taining of forfeiture orders by the
Attorney General’s Office. The MLP
Authority continues to liaise closely
with the Ministry of Police, Ministry
for Revenue’s Customs Division and
the Attorney General’s Office in the
transferring, storage and safe keep-
ing of these assets.

2. Activities of the Samoa
Financial Intelligence Unit
(SFIU)

2.1 Onsite Inspections

The SFIU conducted AML/CFT risk-
based onsite inspections to exam-

ine if the financial institutions are
technically complying with its AML/
CFT obligations, and how effective-
ly they implemented and applied
AML/CFT requirements. During the
reviewed period, the SFIU carried
out onsite inspections of the four
commercial banks in FY2013/2014
and the thirteen money transfer
operators in FY2014/2015.

2.2 Other activities

In 2015, the SFIU, together with
the Police and the Office of the At-
torney General successfully prose-
cuted and convicted two individu-
als on charges of false accounting
and obtaining by deception under
the Crimes Act 2013. The case in-
volved an alleged overseas pyramid
scheme, which affected some coun-
tries in Asia. The Thailand FIU and
the Royal Thai Police assisted with
the case, with one of its senior po-
lice testifying in Samoa’s Supreme
Court against the defendants. The
judgment was delivered by His Hon-
our, the Chief Justice on 24 Decem-
ber 2015 and the sentencing was
handed in February 2016.

The SFIU also commenced a process
of engagement with the Casino sec-
tor, which was identified in the Na-
tional Risk Assessment (“NRA”) re-
port as high-risk. This engagement
started with an outreach/training
day held on 28 January 2016, where
the Whitesands Casino Samoa was
expected to report any suspicious
transaction reports (STRs) to the
Central Bank.

2.3 Financial Information Received
by the SFIU

One of the key functions of the SFIU

is to analyse reports. These reports
consist of:

e Suspicious Transaction Reports
(STRs) filed by financial institu-
tions consistent with their ob-
ligations under the MLP (2007)
and MLP Regulations (2009);

e Border Currency Reports (BCRs)
received from border control
authorities;

e Requests from government
agencies for due diligence and
mutual assistance matters as
well as to financial institutions
and regulatory agencies for in-
formation on any enquiries re-
ceived:

e Dissemination of intelligence
reports to law enforcement
agencies for information and/
or investigations; and

e Notices issued to financial insti-
tutions to raise awareness on
ML/TF matters.

Over the reviewed period, there
has been a steady increase in the
volume of various reports handled
by the SFIU. This reflects the in-
creasing engagement and aware-
ness of various AML/CFT areas re-
sponsibilities the supervision of the
SFIU. (Please refer to table 5 and
Graph 13).



TABLE 5:SFIU PERFORMANCE OUTPUTS AND ACTIVITIES

2012/2013 |2013/2014 (2014/2015 |2015/2016 |2016/2017
STRs Received 16 26 10 46 43
Disseminations 3 8 4 10 10
Requests 2 22 17 18 14
BCRs 0 4
Notices 0 0] 0 0
GRAPH 13: SAMOA FIU PERFORMANCE OUTPUTS AND ACTIVITIES
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Please refer to the Central Bank’s Samoa Financial Intelligence Unit, for

Supplementary Annual Report for the  further details.



VII. Corporate Services and Administration

he Central Bank undertakes a range of corporate services and administrative tasks in order to

support the implementation of its core functions. These include the provision of corporate
banking services to the Government and financial institutions, staff support services, premises
and personnel security, supplies and transportation services, office facilities and cleaning services
and numerous other miscellaneous services. The Bank considers all of these services and activi-
ties as being equally important as its core activities. Highlighted below is a selection of significant
topics in so far as corporate services and administration was concerned in the financial year under

review.

1. Currency Operations

1.1 Currency handling arrange-
ment

The Central Bank acts as a retail
distributor of local currency in the
banking system. In making their
daily deposits of banknotes and
coins with the Central Bank, the
commercial banks are required to
have them sorted into fit and unfit
quality. The quality of banknotes
which, to a great extent, is affected
by the manner in which members
of the general public handle and
care for the currency notes, was
maintained in an acceptable level
over the five years to FY2016/2017.

There were no changes to the cur-
rency handling arrangements be-
tween the Central Bank and the
commercial banks. The commer-
cial banks continued to follow the
established cash operational pro-
cedures specified in the Central
Bank’s Internal Control of the Cash
and Vault Operations.

A total of 38 million banknotes were
processed over the five year period
with 30 million banknotes reissued
and 8 million unfit banknotes worth
$186.4 million withdrawn from cir-
culation and destroyed during the
five years from 2013 to 2017. (Refer
to Table 6).

Table 6 : Banknotes Processed

2012/2013 2013/2014

2014/2015 2015/2016 2016/2017

Value | Pieces | Value | Pieces

(Millions)|(Millions) {(Millions)|(Millions)

Value | Pieces | Value | Pieces | Value | Pieces
(Millions)|(Millions)|(Millions)| (Millions)|(Millions)| (Millions)

Notes saved for reissug 2384 72 | 2488 14

1691 | 47 | 2118 b 1758 | 52

Notes Destroyed 44 19 294 | 159

30 1 39 18 4 14

Total Processed 2804 | 91 | 2782 | 899

1991 | 57 | 2508 | 78 | 2198 | 66

The Central Bank continued to liaise
closely with the commercial banks
during the year to ensure that good
quality notes and coins were issued
to the public and soiled banknotes
were collected and returned to the
Central Bank for destruction. The
withdrawal of damaged and soiled
notes reflects the commitment by
the Central Bank to ensure that only
good quality banknotes are issued
to the general public and business-
es through the commercial banks.

1.2 Replacement of Damaged
Banknotes

The Central Bank provides services
to replace banknotes which have
been accidently damaged or are
unfit for circulation. In the last five
years, replaced notes decreased sig-
nificantly. The most common types
of damage to banknotes are limp-
ness, tearing or accidental burning.

1.3 Counterfeit Currency Notes

Counterfeit money is not reim-

bursed or compensated by the Cen-
tral Bank. Therefore, the onus is al-
ways on the banks and members of
the public to be vigilant and alert in
detecting counterfeit money.

The Central Bank remained cau-
tious and actively promoted public
awareness of counterfeit banknotes
over the five year period, launching
another year long media campaign
in 2016/17, including media releas-
es in the TV, radio and print media
to combat the increase in counter-
feit notes received. (Refer to Table
7).

The total number of counterfeit
notes discovered and presented to
the Central Bank by the commercial
banks, retailers and members of the
general public fluctuated over the
last five years. It was noted, howev-
er, that there was a significant drop
of counterfeit in 2016/2017 com-
pared to the previous year, reflect-
ing a successful outcome from the
counterfeit awareness programs.



Table 7: Counterfeit Notes

20122013 2013-2014 2014-2015 2015-2016 2016-2017
Denomination|Value ($) Pieces |Value ($) Pieces |Value ($) Pieces |[Value ($) Pieces |Value ($) Pieces
$ $0.00 0 $0.00 0 $5.00 1 $0.00 0 | S000 0
§10 §7000 7 [ S000 7 $0.00 0 | $w000 1 | $3000 3
$20 $0.00 0 588000 44 | $2000 1 $10000 5 | $40.00 2
$50 §145000 29 [$10000 22 | $15000 3 | %6000 12 | 0.0 0
$100 §70000 7 |$10000 1 | Swooo0 1 |s270000 27 | S0000 2
Total 20000 8 [S9100 7 [0 6 [$B4000 45 | 27000 7

This number indicated a decreasing
trend over previous years, when
compared to other countries in the
region, with the value of counterfeit
notes in Samoa low, presenting a
minimal threat to the general public
and local financial system. Never-
theless, the Central Bank continues
to be cautious and will work closely
with the Ministry of Police to assist
in counterfeit detection techniques
and support with counterfeit anal-
ysis.

1.4 Numismatics: Currency notes
and Coins for Collectors

Apart from being used to make pay-
ments, currency notes and coins
are themselves valuable works of
art and are well sought after by cur-
rency 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.

In comparison of the last five years,
income from collectors increased
significantly due to the reprint of
our new banknotes and the sale of
uncut sheets to collectors. The Bank
also signed a number of agreements
with partner mints for a variety of
new coin programs.

2 Banking Operations
2.1 Interbank Settlement

One of the Central Bank’s key func-
tion in so far as the inter-bank set-
tlement system is concerned, is to
facilitate the efficient and effective
exchange of payments amongst
the commercial banks. It does this
by providing office facilities where
the commercial banks meet to
settle their payments exchanges
through their Exchange Settlement
Accounts (ESAs) held at the Central
Bank. In addition to settling domes-
tic inter-bank payments, the ESAs
are also used to settle foreign ex-
change deals, currency operations
with the Central Bank and transac-
tions in CBS securities. The com-
mercial 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 establish-
ing an Automated Transfer System
with the assistance of the World
Bank. This system will provide an

irrevocable clearing and settlement
of financial transactions between
the Central Bank and commercial
banks (participants) in an efficient
and reliable manner. The new sys-
tem will replace the current in-
ter-bank settlement.

To promote cooperation and as-
sist local banks using the SWIFT
system for payments, the Central
Bank chairs the Samoa SWIFT user
group. This group provides a fo-
rum 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, ensur-
ing timely dissemination of locally
sensitive issues to and from SWIFT.

3. Internal Audit®

The Internal Audit Department is
primarily charged with the task of
providing an independent and ob-
jective advice to the Central Bank’s
Audit Committee, Governor and
Management on risk management,
internal controls and governance.
This is undertaken by measuring
and evaluating the effectiveness of
the internal controls and systems
that are in place to achieve the
Bank’s objectives.

4. Human Resources

4.1 Policy development, reviews
and monitoring

In the period of the report, the
Human Resource Department re-
viewed several existing policies and
guidelines within the Bank. To en-
sure the revised policies are practi-
cal and serve the best interests of

10 The Internal Audit Department was re-established in March 2014 in response to a Safequard Recommendation by the IMF’s FSAP Mission that

year.



the Bank, monitoring reports are
provided on a bi-annual to annual
basis to capture implementation
issues. Staff engagement is also crit-
ical in ensuring a successful tran-
sition from any old to new policy.
Regular awareness workshops were
conducted to clarify the changes
and strengthen a general under-
standing of the policies.

4.2 Staff

The Central Bank of Samoa under-
took major organizational changes
over the 5-year period.

Initially undertakenin FY2012/2013,
the first major review of the organi-
zation structure was to streamline
policy and operation roles, incor-
porate new functions under cen-
tral banking jurisdiction and realign
roles and priorities with the exist-
ing legislation. The Bank structure
was re-organised under three main
groups namely the Monetary Stabil-
ity Group, Financial Stability Group
and Corporate Services Group. Each
group was headed by an Assistant
Governor. Four® new departments
were established to perform new
roles and functions and several ex-
isting units? were relocated within
current departments to streamline
policy and operation roles.

The second change introduced was
contractual employment for man-
agement positions of the Bank. This
was the trend in the Samoa public
sector at the time to drive agen-
cy and individual performance.
Employment contracts were for a
three-year term and it was timely
for the Bank to adopt this practice.
At the end of June 2013, the Bank

employed a total of 88 staff. The in-
crease of 5 staff from the previous
FY 2011/2012 accounted for the
gradual recruitment of positions
under the restructure namely in ar-
eas of prudential supervision, pre-
vention and combating of money
laundering practices, risk manage-
ment and financial inclusion.

In FY 2013/2014, the resourcing of
staff for the new departments un-
der the restructure continued, re-
sulting in the total number of staff
at the end of June 2014 to 108.

The impact of the restructure
and contracting of management
positions continued well into FY
2014/2015. The restructure defined
some core functions and the Bank
was successful in maintaining the
number of employees to conduct
its core business.

From June to September 2015, the
Human Resource Department (HRD)
undertook a Job Analysis Project.
It reviewed (to some extent) and
clearly set out position accountabil-
ities. A few changes were made as a
result of this undertaking:

1. Non-core functions:

a. Records Management and Li-
brary function transferred to
Human Resource Department.

2. Core functions:

a. CBS organizational structure di-
vided into Policy and Operation
Groups.

b. Policy Group retained Mone-
tary Stability (MSG) and Finan-
cial Soundness (FSG) Depart-

1 Financial System Development, Legal, Internal Audit and Property and IT.
12 Move exchange control to Financial Market, communications and publication to Legal, IT to PITD, Library to Economics and Records to Gover-

nor’s office.

ments with the exception of the
Anti-Money Laundering Unit
and Financial Intelligence Unit
that transferred to the Legal
Department.

c. The Operation Group retained
the Corporate Service (CSG) De-
partments.

At the end of June 2015, the Central
Bank employed a total of one hun-
dred and four (104) staff.

In late 2015 and early 2016, most of
the employment contracts effective
since 2012 and 2013 respectively
completed their three year terms.
The recruitment process was initi-
ated and the majority were reap-
pointed on merit except two posi-
tions that recruited new personnel.
One of the Assistant Governors at
the time served his contract until it
expired and completed his service
with the Bank, after a career of 31
years. At the end of June 2016, the
Central Bank employed a total of
ninety-five (95) staff, compared to
one hundred and four (104) in June
2015. The reduction reflected the
high numbers of staff retirees and
resignations compared to previous
years.

The restructure and contractual
employment had been in place for
two years and the Bank recruited
several graduates to drive some of
its recent priorities in financial in-
clusion, supervision role, anti-mon-
ey laundering and areas of financial
markets. To control staff costs and
maintain the Bank’s ability to con-
tinue its operations, the Bank in
FY2016/2017 introduced a sinking
lid policy, where hiring additional
staff was restricted but opportuni-



ty was given to current staff to fill
vacant positions on merit. As a re-
sult, the Bank employed a total of
eighty-nine (89) staff in June 2017,
compared to ninety-five (95) in
June 2016. The sinking lid policy
decreased staff costs by 18 percent.
(Please refer to Graph 14.)

4.2.1 Recruitment and new ap-
pointments

The Central Bank increased
its recruitment, particularly in
FY2012/13 and FY2013/14 due
to additional positions under the
revised organizational structure.
Graph 12 below outlines the trend
in the past five years. The number
of new recruitments remained con-
stant in the next three years, with
the Bank’s policy to recruit internal-
ly in FY2016/2017, providing a cost
saving measure. (Please refer to
Graph 15)

4.2.2 Cessation of Service

The Bank experienced a gradu-
al increase in staff turnover in the
past five (5) years, mostly reflect-
ing resignations due to permanent
migration abroad. Retirement was
another prominent factor in the
last five-year period followed by
staff terminations on breaches of
conduct. The Bank records one de-
ceased staff during the report peri-
od. (Please refer to Graphs 16.)

4.2.3 Service Recognition

The Bank has farewelled a num-
ber of long serving and dedicated
staff. Two staff had served just over
30 years with the Bank, while the
majority served between 20 to 30
years of service. A few departing
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staff had been with the Bank be-
tween 15 to 20 years. (Please refer
to Graph 17.)

The Bank sincerely acknowledges
the dedication and commendable
service and commitment of these
long serving members to the Cen-
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tral Bank of Samoa over the past
years.

4.3 Staff Trainings & Development

The Bank places high importance
on staff development and trainings
to strengthen staff capacity as well
as build an experienced and highly
qualified workforce. The Bank also
provides staff the opportunity to
pursue higher education through its
staff education program. It aims to
enhance staff knowledge and skills
in respective areas of work while
also improving long-term career
prospects with the Bank.

4.3.1 Local Training

The Bank in the past five years host-
ed and attended a range of training
courses and workshops provided
locally by the Asian Development
Bank (ADB), Ministry of Foreign Af-
fairs & Trade, Ministry of Education
Sports and Culture (MESC), PFTAC
Small Business Enterprise Centre
(SBEC), Samoa Bureau of Statistics,
Samoa Institute of Accountants,
Samoa Public Commission (PSC),
World Bank, and non-bank financial
institutions such as the Develop-

ment Bank of Samoa and the Na-
tional Provident Fund.

In addition, the Bank conducts an
induction programme bi-annually
for new recruits.

4.3.2 Overseas Trainings (short-
term training, workshops, and
seminars)

Staff participation in overseas train-
ings or workshops enabled an up-
date of knowledge into specific
areas and functions of the Bank,
ensuring a consistency in the ap-
plication of the latest international
standards in various areas of the
Bank’s core functions. Furthermore,
during this period, a few staff also
had the opportunity to undertake
work attachments at the Reserve
Bank of New Zealand and the Re-
serve Bank of Fiji.

4.3.3 Overseas Meetings and Con-
ferences (Representation and Liai-
sons)

The Bank’s representation in inter-
national meetings and conferences
also continued in the report peri-
od. In particular, the Bank provided

representation as part of the Gov-
ernment’s delegation to the Annual
Meetings for the ADB, IMF/World
Bank, Forum Economic Ministers’
Meeting and the PFTAC Steering
Committee Meeting. Similarly, CBS
continued to participate in the an-
nual meetings specific to its central
banking functions, namely those
with AFI, APG, the Association of Fi-
nancial Supervisors of Pacific Coun-
tries (AFSPC) as well as the South
Pacific Central Bank Governors’
Meetings.

4.3.4 Donor support

The Central Bank’s attendance in
high level meetings have been made
possible under the auspices of sev-
eral international and multilateral
institutions. The Central Bank wish-
es to acknowledge the valued and
unwavering assistance of various
institutions for their continued sup-
port through financial sponsorship
and in providing training opportuni-
ties for its staff. These are namely
the African, Caribbean and Pacific
Group and European Commission;
Alliance for Financial Inclusion (AFI)
Foundation; Asian Infrastructure In-
vestment Bank; Asian Development
Bank; Asia Pacific Group on Money
Laundering (APG); Association of
Financial Supervisors of the Pacif-
ic Countries (AFSPC); Australian
International Volunteer Program;
Australian Prudential Regulation
Authority (APRA); Australian Trans-
action Reports and Analysis Centre
(AUSTRAC); Bank of China; Bank of
England; Central Bank of Solomon
Islands; Chinese Government; Com-
monwealth Secretariat; De La Rue;
Financial Supervisory Commission
of the Cook Islands; Government
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of Isle of Man; International Mon-
etary Fund; Korea Financial Intel-
ligence Unit (KoFIU); Organization
for Economic Co-operation and
Development (OECD); Organization
of American States; Pacific Islands
Forum; Pacific Financial Technical
Assistance Centre (PFTAC); Pacific
Financial Inclusion Program/Euro-
pean Union (PFIP/EU); Reserve Bank
of Australia; Reserve Bank of Fiji;
Reserve Bank of Malaysia; Reserve
Bank of New Zealand; SCOPE Global
Consultants; Secretariat of the Pa-
cific Community; Singapore Train-
ing Institute; Society for Worldwide
Interbank Financial Telecommuni-
cation (SWIFT); United Nations De-
velopment Programme and United
Nations Office on Drugs and Crime
(UNODC).

4.4 Llong and short term educa-
tional courses

Staff seeking to improve their for-
mal qualifications is supported
through the Bank’s education pro-
gram, which allows part-time atten-
dance to undertake undergraduate
or post-graduate studies in relevant
disciplines at a recognized tertiary
institution. This is the most pop-
ular mode of study given the con-
venience and minimal disruption
to their work at the Bank. Staff is
encouraged to use this opportunity
to obtain relevant higher qualifica-
tions.

Staff may also opt to take full-time
studies overseas subject to condi-
tions set out in the Bank’s long term
study policy.

In the last five years, the Bank’s staff
attained the following qualifications
and professional achievements:

4.5 Work experience programme,
Volunteers and study visits

The Bank also provides a work-expe-
rience program, which aims to help
students from local tertiary institu-
tions and local secondary schools.
Students are selected based on
their chosen fields of study, such as
management, economics and ac-
counting, to prepare them for em-
ployment after graduation. During
the period of this report, the Bank
hosted students from Laumua o
Punaoa Technical College in the ar-
eas of computing and data entry, as
well as, students from the Nation-
al University of Samoa Institute of
Technology in areas of office admin-
istration.

The Bank also entertains educa-
tional study visits from secondary
schools and tertiary institutions
for research purposes and assign-
ments. The Economics Department
hosts these visits and provides the
information required. This service
is also extended to educational in-
stitutions outside of Samoa where
the Bank hosted visits from Nu’uuli
Polytechnic of American Samoa in

November 2014 and the US Linfield
University of the United States of
America in January 2015.

In February 2015, the Bank secured
the services of two Australian in-
ternational volunteers for the du-
ration of six months and one year
respectively. The first volunteer was
an IT System Advisor who assisted
in the review of the network and
IT system architecture, IT Policies
and provided an IT road map for
the Bank to follow for the next 3-4
years. He was also responsible for
establishing live connection to the
updated version of the Great Plain
Accounting Management Informa-
tion system and securing assistance
from the vendor. The second volun-
teer was a Communications Officer
who was involved with building and
enhancing staff capacity and train-
ing on areas such as media commu-
nication, internal communication
and report writing as well as devel-
oping a work plan for media com-
munication procedures and pro-
cesses based on best practice. The
volunteers were hosted under the
Legal and Services Department, the
Property and Information Technol-

Table 8: Qualifications and professional qualifications achieved in July 2012 to June 2017

LI Qualification Tertiary Institution

of staff

2 Bachelor of Commerce National University of Samoa
1 Bachelor of Commerce — Accounting & Management |National University of Samoa

1 Bachelor of Commerce — Economics & Management |University of the South Pacific
1 Bachelor of Science — Information Systems National University of Samoa

1 Bachelor of Business —Human Resources Central Queensland University
1 Master of Commerce majoring in Economics University of Auckland

2 Chartered Accountant (CA) Samoa Institute of Accountants

Postgraduate Certificate in Public Sector
Management

University of the South Pacific

Postgraduate Diploma in Commerce in Banking &

National University of Samoa

Finance
2 Postgraduate Diploma in Economics University of the South Pacific, Alafua
1 Diploma in Computing National University of Samoa
1 Professional Diploma in Legal Practice College of Law Te Whare Kura Ture o Aotearoa

2 Apprenticeship in Electrical Trade (part time)

Australia-Pacific Technical College (APTC), Apia




ogy Department, and the Accounts
and Budget Department.

5. Property and Information
Technology

5.1 Occupancy

The Bank continued to maintain a
100 percent occupancy rate with
60 percent of its office space rented
out to Government Ministries and
International organizations.

5.2 Security

The CBS Building is guarded 24
hours by security officers working
on three shifts each day and sup-
ported by a CCTV security surveil-
lance system to ensure the safety
and security of all CBS staff and ten-
ants.

Other Building services such as Un-
interrupted Power Supply (UPS) and
generator, Water Supply, Air Condi-
tioning system, Alarm/Emergen-
cy and Lighting system are closely
monitored to ensure safety, securi-
ty and efficiency of all services re-
quired.

5.3 Maintenance

The CBS Building is continuously
assessed and monitored for reno-
vations and improvements in office
space where necessary to enhance
the quality and efficient allocation
of office space to meet tenant’s
needs as well as ensure the security
of the building structure.

Some major developments that
took place during the reviewed pe-

riod included:

1. Major Upgrade to Level Sev-

en to accommodate the setup
of the offices, meeting rooms
and information technology (IT)
server rooms for the Offices of
the ADB and World Bank in Sa-
moa;

2. Overhaul of the two Lifts for the
Building

3. Major installation and upgrade
of the UPS system;

4. Revamp of Level Six with reno-
vated office area for the Minis-
ter of Finance;

5. Transforming the CBS library
area in Level five to accommo-
date the Legal and Executive
Services staff;

6. Constructing a covered car park
in the staff parking area for of-
fice vehicles;

7. Replacement of all old cameras
in the CCTV surveillance system
to new digital cameras;

8. Replacement of old and worn
out units within the main
air-condition systems (coils and
fan motors) to ensure a profes-
sional and friendly working en-
vironment;

9. Construction of IT back up of-
fice at the Bank’s Ululoloa site;

5.4 Information Technology

Information technology plays a vital
role in the Central Bank’s manage-
ment strategies and operations.
The Bank focused mainly on improv-
ing and upgrading its core systems
and enhanced backup and replica-
tion of data. Some of the prominent
upgrades and IT establishment in
the last few years include:

e Major upgrade of the SWIFT
system to accommodate man-
datory updates and backups

e Upgrade of Great Plains Ac-
counting system

e SmoothPay Gold Payroll System

e Upgrade of CCTV Security Sur-
veillance Systems

e |Installation of the Bloomberg
Software for FMD

e Annual review and renewal of
software licenses and upgrades

Information Technology is a rapidly
changing field, requiring investment
in the latest relevant technologies
and up-skilling of staff. In 2015/16,
IT staff attended a specialized train-
ing course with SWIFT Bootcamp in
Singapore.



VIII. Financial performance

he financial outcomes of the five financial years from 2012/13 to 2016/17 were significantly
affected by external factors beyond the control of the Bank. This largely reflected adverse ex-
change rate developments and world economic activities that affected the level of foreign interest
income, the main source of income for the Bank.

A summary of the financial statements in the five year reviewed is presented in Tables 9 and 10,

for ease of reference.

After a net loss of $11.2 million in
FY2011/2012, the Bank reduced
its net losses to $3.6 million in
FY2012/2013 following a net loss
from foreign currency revaluation
of monetary assets and liabilities
that more than offset an increase
in income earned from note collec-
tors and royalties from the sale of
the Bank’s numismatic coins. There
was continued improvement in the
following year, with a $16.4 million
net profit recorded in FY2013/2014,
largely due to the recognition of
$18.8 million in seignorage income
from the demonetization of old
banknotes that were no longer le-
gal tender. This reflected currencies
that were no longer redeemable,
consistent with CBS legislation
and following the issuance of new
banknotes that featured enhanced
security features over the years
since 2008. In accordance with the
Bank’s legislative obligation and fol-
lowing its net profit position, the
Bank declared a dividend of $6.4
million in FY2013/2014, which was
paid to the Government.

Due to adverse exchange rate move-
ments and subsequent impact on
the revaluation of foreign exchange
on the Bank’s monetary assets and
liabilities, a net loss of $20.3 mil-
lion was recorded in FY2014/2015,
which included an operational loss
of $2.0 million from the imple-

mentation and performance of the
Bank’s statutory mandatory opera-
tions. In FY2015/2016, net losses
from foreign exchange revalua-
tion narrowed, which also reduced
the total net loss to $11.6 million.
However, with the improvement in
global economic and financial con-
ditions and subsequently favour-
able exchange rate developments
during FY2016/2017, a net gain on
foreign exchange revaluation was
recorded. Combined with a grad-
ual expansion in foreign exchange
holdings and a steady rise in global
interest rates during the financial
year, total interest income from
the Bank’s foreign exchange invest-
ments improved. As a result, total
net profit of $6.0 million was re-
corded in FY2016/2017, which was
transferred to General Reserves, as
stipulated in the CBS Act 2015.

Of the Bank’s balance sheet, there
was a 53.1 percent ($180.4 million)
increase in total assets (to $519.9
million) over the reviewed period
from FY2011/2012. This was mainly
due to a notable growth in total lo-
cal currency assets, partially reflect-
ing the increased extension of credit
line facilities by the Bank to eligible
non-monetary financial institutions
since FY2013/2014. (Refer to fur-
ther details on these facilities in
section 3 of Part V of this annual re-
port). Total foreign currency assets

also recorded a strong position,
with a 22.8 percent increase over
the five year period under review.
This reflected an improved official
foreign exchange reserve holding,
as well as the transfer of the man-
agement of the IMF Accounts to the
Central Bank (from the Ministry of
Finance) starting in FY2014/2015.

By comparison, total liabilities in-
creased 61.6 percent ($191.9 mil-
lion) to $503.6 million over the five
years to FY2016/2017.

The Bank’s net assets were re-
corded at $16.4 million as at end
FY2016/2017, compared to $27.9
million at end FY2011/2012. To-
tal Paid-up Capital was $20.0 mil-
lion while total reserves decreased
markedly in the five years to
FY2016/2017, due to the adverse
impact of the movements in ex-
change rates in addition to a net
loss from running the Bank’s opera-
tions, given its increased mandato-
ry responsibilities.

s



Table 9
Central Bank of Samoa
Statement of Financial Performance
For the financial years ending June
2012 2013 2014 2015 2016 2017

$('000)  $('000)  $('000) $('000) $('000)  $('000)
Incomes
Interest income on cash and investments 8,986 6,857 5,917 5,636 4,877 5,347
Interest income on lending 556 758 632 892 1,356 1,768
Rental income 1,133 1,146 1,141 1,140 1,149 1,277
Grantincome - - - 125 - -
Demonitised currency - - 18,808 - - -
Otherincome 650 4,598 509 674 679 2,643
Total income 11,325 13,359 27,007 8,467 8,061 11,035
Expenses
Administrative Expenses 1154 1354 1959 1300 1,637 1,657
Board Expenses 16 20 18 16 13 14
Communication costs 390 298 240 278 299 307
Currency issue costs 4121 1624 2295 1280 1,585 2,383
Depreciation 1227 1246 1189 1186 1,158 1,148
Directors Fee 36 33 42 48 59 70
External audit costs 26 31 26 35 35 35
Finance costs 1292 1627 1785 248 495 595
Grant costs - - - 125 - -
Occupancy costs 525 720 806 597 594 686
Staff costs 3709 5930 5629 5260 5,535 4,541
Withholding tax on interest income 46 38 56 66 55 41
TOTAL EXPENSES 12,542 12,921 14,045 10,439 11,465 11,477
Loss before foreign translation (1,217) 438 12,962  (1,972) (3,404) (442)
Net gains/(losses) on translationof foreign
currency monetary assets and liabilities (9,983)  (4,035) 3,410 (18,355) (8,173) 6,491
Net Profit/(Loss) for the year (11,200)  (3,597) 16,372 (20,327) (11,577) 6,049




Table 10

Central Bank of Samoa
Statement of Financial Position
As of 30 June

2012 2013 2014 2015 2016 2017

$('000) $('000) $('000)  $('000) $('000) $('000)
ASSETS
Foreign Currency Assets
Cash and fixed deposit balances 239,552 161,376 208,986 260,704 195,991 251,749
Bank Bills 36,012 65,624 44,820 3,713 - -
International Monetary Fund - - - 85,359 92,481 86,517
Accrued interest 1,619 1,033 1,065 721 975 1,999
Total Foreign Curency Assets 277,183 228,033 254,871 350,497 289,447 340,265
Local Currency Assets
Cash and fixed deposit balances 2,953 2,976 2,626 19,278 30,205 40,494
Accrued interest 13 14 19 11 12 12
Currency inventory 13,003 14,168 13,571 12,335 10,758 15,490
Receivables and prepayments 3,756 3,638 7,228 8,508 11,150 6,800
Credit line facility 22,789 33,814 78,080 95,439 100,510 99,054
Secured Lending 2,500 2,700 - - - -
Preperty, plant and equipment 17,406 16,435 20,110 19,129 18,230 17,884
Total Local Currency Assets 62,420 73,745 121,634 154,700 170,865 179,734
TOTAL ASSETS 339,603 301,778 376,505 505,197 460,312 519,999
LIABILITIES
Foreign Currency Liabilities
Deposits 57,532 50,885 55,900 66,134 60,896 67,026
IMF facilities 21,522 39,345 40,634 39,744 35,128 30,354
International Monetary Fund - - - 79,376 90,704 88,828
Other liabilities 6 9 13 9 16 16
Total Foreign Currency Liabilities 79,060 90,239 96,547 185,263 186,744 186,224
Local Currency Liabilities
Deposits 146,686 105,528 170,230 191,897 151,958 199,498
Currency in circulation 75,711 75,002 64,143 76,109 77,900 89,609
Central Bank Securiies 8,994 4,997 9,995 11,999 499 -
Deferred income on grant - - - 37 30 30
Deferred income on grant assets - - - 37 - -
Payables and accruals 752 783 645 17,222 32,499 27,821
Provision for employee entitlements 536 962 787 728 354 441
Total Local Currency Liabilites 232,679 187,272 245,800 298,029 263,240 317,399
TOTAL LIABILITIES 311,739 277,511 342,347 483,292 449,984 503,623
CAPITAL AND RESERVES
Capital 20,000 20,000 20,000 20,000 20,000 20,000
General reserve 1,028 1,466 7,947 14,049 10,645 10,202
Unrealised foreign exchange revaluation
reserve 6,836 2,801 6,211 (12,144) (20,317) (13,826)
TOTAL CAPITAL AND RESERVES 27,864 24,267 34,158 21,905 10,328 16,376
TOTAL LIABILITIES, CAPITAL AND
RESERVES 339,603 301,778 376,505 505,197 460,312 519,999

Please refer to Annex 1 for the set of Audit Opinions related to the individual financial accounts of the five financial

year periods ending June 2017.




IX. Chronology of Important Monetary, Prudential

and Related Events

his section provides an overview of the major events and developments relating to the Central
Bank’s operations and functions in the reviewed period.

FY2012/2013

July 2012

Central Bank macro-economic
forecasts and monetary policy
stance for 2012/2013 were con-
sidered by the Board of Direc-
tors. The Board approved the
continuation of the accommo-
dative monetary policy to stim-
ulate economic growth.

February 2013

Update of Central Bank mac-
ro-economic  forecasts and
monetary policy stance for
2012/2013 based on the first
six months’ review. The Board
approved the continuation of
the accommodative monetary
policy to stimulate economic
growth for the remaining six
month of the year.

March 2013

CBS Audit Committee Board
was established to provide an
auditing oversight over the op-
erations of the Bank.

Onthe 13" to 22", the IMF con-
ducted a Staff visit to Samoa.
This included an assessment of
a request by Samoa for access
to the IMF’s Rapid Credit Facil-
ity following Tropical Cyclone
Evan’s devastation in December
2012.

May 2013

Samoa submitted its progress
report regarding recommenda-
tions made in the development
of its Anti-Money Laundering

and Countering the Financing
of Terrorist Activities (AML/
CFT) Regime.

June 2013

On the 10, the Tala exchange
rate basket, which was re-
viewed and approved by the
Board of Directors on the 4™
became effective. The Tala bas-
ket still comprises of the cur-
rencies of New Zealand, United
States of America, Australia and
European Euro.

FY2013/2014

July 2013

Central Bank macro-economic
forecasts and monetary policy
stance for 2013/2014 were con-
sidered by the Board of Direc-
tors. The Board approved the
continuation of the accommo-
dative monetary policy to stim-
ulate economic growth.

January 2014

Update of Central Bank mac-
ro-economic  forecasts and
monetary policy stance for
2013/2014 based on the first
six months’ review. The Board
approved the continuation of
the accommodative monetary
policy to stimulate economic
growth for the remaining six
month of the year.

February 2014

From the 2™ to 8" the CBS
management team undertook a
Strategic Corporate Plan Work-

shop to develop a Strategic Plan
for the Bank.

A high level mission of the Asia
Pacific Group on Money Laun-
dering (APG) visited Samoa to
assess Samoa’s AML regime.
On the 24™ the Tala exchange
rate basket, which was re-
viewed and approved by the
Board of Directors on the 21"
became effective. The Tala bas-
ket continued to comprise of
the currencies of New Zealand,
United States of America, Aus-
tralia and European Euro.

March 2014

On the 3", the recommended
changes to Exchange Control
Policies and Procedures took
effect, with the publication and
dissemination of the first Ex-
change Control Manual to the
commercial banks and money
transfer operators. At the same
time, the first Exchange Control
Information Booklet was pub-
lished and made available on
the CBS website. One of the
changes to exchange control
policies included the need for
prior CBS approval on manage-
ment fees.

The Counter Terrorism Act was
passed by Parliament; resulting
in Samoa’s exit from the APG’s
enhanced follow-up process
and shifted towards a regular
follow-up process

From March 31% to April 24%,
the IMF conducted a Staff visit
to Samoa to review the recov-
ery process from Tropical Cy-
clone Evan.



Apr|I 2014

On the 7%, the National Pay-
ment System Act 2014 was en-
acted following collaborative
efforts between the Central
Bank and the World Bank.

June 2014

The Central Bank of Samoa’s
Strategic Plan 2014 — 2018 was
officially published.

The first National Risk Assess-
ment Report (i.e. 2012 NRA)
was finalized.

FY2014/2015

July 2014

Central Bank macro-economic
forecasts and monetary policy
stance for 2014/2015 were con-
sidered by the Board of Direc-
tors. The Board approved the
continuation of the accommo-
dative monetary policy to stim-
ulate economic growth.

October 2014

Starting from October 20" to
November 3", Samoa under-
went its” first Financial Sector
Assessment Program conduct-
ed by International Monetary
Fund and World Bank staff. The
assessment was to identify key
sources of systemic risk in the
financial sector as well as the
main developmental challenges
and aspirations, for the imple-
mentation of relevant policies.

November 2014

On 3" to 14™ Samoa’s third
Mutual Evaluation (ME) onsite
visit took place under the re-
vised FATF Standards and 2013
Assessment Methodology.

February 2015

On the 5™ the Tala exchange
rate basket, which was re-
viewed and approved by the
Board of Directors on the 4,
became effective. The Tala
basket again still comprise of
the currencies of New Zealand,
United States of America, Aus-
tralia and European Euro.

On the 23" to 6™ March, the
IMF conducted its Article IV
Consultation of Samoa.

March 2015

On the 24, the CBS Board of
Directors approved the Recom-
mendations from the Review of
the Foreign Investment Policy
and Guidelines for 2015. This
included the change in the min-
imum credit rating for accept-
able investment banks as well
as the opportunity to invest-
ment in internationally issued
Government Bonds.

The Board also approved the
continuation of the accom-
modative monetary policy to
stimulate economic growth for
the remaining six months of
2014/2015 based on the update
of Central Bank macro-econom-
ic forecasts and monetary poli-
cy stance.

Aprll 2015

On 13" to 17%, a high-level
7-member team from Samoa
(which  included members
from the Ministry of Education,
Sports and Culture; the Nation-
al University of Samoa, and the
Central Bank of Samoa) under-
took a Study Visit of Fiji to as-
sess the integration of financial
education in Fiji's education
curriculum.

On the 17", the Bank South
Pacific (Samoa) Limited was
issued a banking license to op-
erate in Samoa. This followed
the regional sale of Westpac
Banking Corporation’s Pacific
operations to Bank South Pacif-
ic (BSP) Limited, which included
Samoa, Tonga, Solomon Islands
and Vanuatu (excluding Fiji and
Papua New Guinea).

On the 13™ April to 29" May,
CBS conducted AML onsite in-
spections of 13 licensed money
transfer operators.

FY2015/2016

July 2015

Central Bank macro-economic
forecasts and monetary poli-
cy stance for 2015/2016 were
considered by the Board of Di-
rectors. The Board approved
the continuation of the accom-
modative monetary policy to
provide further stimulus to the
economic recovery.

On the 10%, the Westpac Bank-
ing Corporation voluntarily
revoked its banking license in
Samoa as part of the final set-
tlement of its’ regional sale to
the Bank South Pacific (BSP)
Group. On the same day, BSP
(Samoa) Limited commenced
operations in Samoa.

Samoa’s third Mutual Evalua-
tion report was adopted at the
APG Plenary Meeting in Auck-
land. As a result, Samoa was
placed on an enhanced (expe-
dited) follow-up category.

August 2015

On the 3, the 2015 Exchange
Control Manual was effective,



mainly reflecting the clarifica-
tion and strengthening of pro-
cedural requirements.

On the 24™ to 4% September,
the Central Bank received a
Technical Assistance from the
IMF-Statistics Department to
update and improve the cover-
age and methodology of com-
piling monetary and financial
statistics in Samoa.

September 2015

On the 15%, the CBS Act 2015
was effective.

November 2015

On 3" to 4™, a National Finan-
cial Inclusion Strategy (NFIS)
Workshop was conducted, with
nearly 100 stakeholders from
public and private sector insti-
tutions to identify and develop
a roadmap for a greater finan-
cial inclusion in Samoa.

Launch of the Demand Side
Survey Report on Access and
Usage of Financial Inclusion in
Samoa.

January 2016

On the 31%, Samoa finalized
its second National Risk As-
sessment Report (i.e. the 2014
NRA) and submitted its first
Follow-Up Report (FUR) to the
APG, highlighting some of the
progress implemented by Sa-
moa since the completion of its
Mutual Evaluation Assessment
in 2014.

February 2016

On the 1%, the Tala exchange
rate basket, which was re-
viewed and approved by the
Board of Directors on the 29
January, became effective. The

Tala basket still comprises of
the currencies of New Zealand,
United States of America, Aus-
tralia and European Euro.

March 2016

On the 23", Cabinet endorsed
the 2012 and 2014 National
Risk Assessment (NRA) Reports
for implementation by mem-
bers of the Money Laundering
Prevention Task Force.

Aprll 2016

On the 22", the CBS Board of
Directors approved the recom-
mendations from the Review
of the CBS’ Foreign Investment
Policy and Guidelines for 2016.
Update of Central Bank mac-
ro-economic  forecasts and
monetary policy stance for
2015/2016 based on the first
six months’ review. The Board
approved the continuation of
the accommodative monetary
policy to stimulate economic
growth for the remaining six
month of the year.

May 2016

On the 16" to 20", the IMF un-
dertook a Staff Visit to Samoa,
which also included an initial
survey of the impact of de-risk-
ing in Samoa.

On the 27%, the first National
Financial Inclusion Taskforce
(NFIT) Meeting took place, to
drive the implementation of
the National Strategy and en-
sure an efficient coordination
by stakeholders to achieve the
goals and objectives of the Na-
tional Financial Inclusion Strat-
egy (NFIS).

June 2016

On the 29, Cabinet endorsed
the formation and terms of ref-
erence for the National Finan-
cial Inclusion Taskforce.

FY2016/2017

July 2016

Central Bank macro-economic
forecasts and monetary poli-
cy stance for 2016/2017 were
considered by the Board of Di-
rectors. The Board approved
for monetary policy to remain
accommodative to support
economic activities.

August 2016

On the 1%, the 2016 Exchange
Control Manual was effective.
There were only minor chang-
es to procedures as well as the
approval granted only to hotels
and money changers to depos-
it foreign currency banknotes
into their foreign currency de-
posit accounts with the domes-
tic banking system.

September 2016

On the 23", CBS undertook sur-
prise inspections of retail op-
erations who were seen to be
conducting unlicensed foreign
exchange activities.

October 2016

The Samoa Money Laundering
Prevention Taskforce and Mon-
ey Laundering Prevention Au-
thority finalized the AML/CFT
National Policy, National Strate-
gy and Policy Paper; an indica-
tion of Samoa’s commitment to
strengthen its AML/CFT regime.



December 2016

On the 22, as part of its AML
framework, CBS conducted a
routine onsite inspection of
Whitesand Casino.

January 2017

On the 27™ the National Finan-
cial Inclusion Strategy 2017 —
2020 was launched.

On the 31%, Samoa submitted
its second follow up report to
the APG, requesting the re-rat-
ing of certain recommenda-
tions given progress undertak-
en on technical compliance as
well as the implementation of
its AML/CFT National Strategy
2016-2020 and production of
its National Policy on AML/CFT
and AML/CFT Policy Paper for
2016-2020.

February 2017

On the 1%, the Tala exchange
rate basket, which was re-
viewed and approved by the
Board of Directors on the 31
January, became effective. The
Tala basket still comprise of
the currencies of New Zealand,
United States of America, Aus-
tralia and European Euro.

On the 8™ to 20%™, the IMF un-
dertook an Article IV Mission to
assess Samoa’s economy.
Samoa signed up to be part of
the IMFs Enhanced General
Data Dissemination Systems
(eGDDS), which included a Mis-
sion to Samoa on the 13*"to 17t
to assist local data providers in
updating their national data
summary page.

On the 17*, an updated version
of the 2014 National Risk As-
sessment Report (on AML/CFT
regime) was distributed to all

financial institutions.

March 2017

On the 2™ to 14", the IMF field-
ed a Technical Assistance Mis-
sion on Financial Stability Anal-
ysis to assist the authorities in
enhancing financial stability
analysis and reporting.

On the 29" March to 11* April,
CBS conducted an AML onsite
inspection of the National Bank
of Samoa as part of its annual
work plan.

April 2017

On the 12™ the CBS Board of
Directors approved the recom-
mendations from the Review
of the CBS’ Foreign Investment
Policy and Guidelines for 2017.
On the 13, Samoa launched its
National Summary Data Page
(NSDP) at the IMF Headquar-
ter in Washington DC, making
Samoa the first country in the
Asia and Pacific Region to im-
plement the Enhanced-Gener-
al Data Dissemination System
(EGDDS).

On the 20™, Central Bank pub-
lished its first sets of mone-
tary financial statistics (MFS),
external sector statistics (BOP)
and financial soundness indica-
tors(FSI) on IMF-EGDDS page in
SDMX files.

Update of Central Bank mac-
ro-economic  forecasts and
monetary policy stance for
2016/2017 based on the first
six months’ review. The Board
approved the continuation of
the accommodative monetary
policy to stimulate economic
growth for the remaining six
month of the year.

June 2017

On the 19* to 23, the IMF un-
dertook a Mission to Samoa to
assess the impact of de-risking,
and identify the challenges and
possible solutions to its remit-
tance channels from this issue,
including the loss of correspon-
dent banking relationships in
affected countries.

On the 19 to 30%, CBS in col-
laboration with the Australian
Prudential Regulation Authority
(APRA) conducted a full scope
prudential onsite examination
of the Bank South Pacific (Sa-
moa) Limited.

On the 26 to 30, an AML on-
site inspection of BSP (Samoa)
was conducted in conjunction
with the prudential onsite ex-
amination.
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Financial Year 2012/2013
a. Betham & Co

Bethamé&co

rhartersd. accountants and tsiiess advisors

Independent Auditors’ Report ta the Board of Directors of Central Bank of Samoa

We have audited the accampanying financial report of the Central Bank of Samoa, which comprises the
statement of financial position as at 30 June 2013, the statements of financial performance, cash fiows and
changes in capital and resgrves for the year then ended, a summary of significant: accounting policies and
gthier explanatory notes:

The Responsibility of the Board of Directors for the Financial Report

The Soard of Directors are respansible for the preparation and fair presentation of the financial report-in
accordance with International Financial Reporting Standards. This responsibility includes establishing and
fmaintaining internal controls relevant to the préeparation-and fair presentation of the financial report that is
free from material misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonahle in the circumstances.

Auditor's.Responsibility

Qur responsihility is to express an.opihion on the financial report based on our audit. We conducted our audit
in accordance with International Standards on Auditing. These Auditing Standards require that we comply with
rélevant ethical requirements relating to audjt engagements and plan and perfarm the audit-to obtair
reasonable ass_urance-‘whe_ther the financial report is free from material misstatement.

An audit involves performing pracedures to obtain audit evidence about the amounts and disclosures in the
financial repart. The procedures selected depend on the auditor's judgment, including the assessment of the
tisks of material misstatement of the financial report, whether due to fraud ot error. In making those risk
assessments, the auditor considers internal contrals relevant to the entity's preparation and fair presentatian
of the financial report in order to design audit procedures that are appropriate in the circumstances, but not’
for the purpose of expressing an opinian on'the effectiveness of the entity's internal contral. An audit also
includes evaluating the appropriateness of accounting policies used and the ‘peasonableness of accounting
estimates made by the 8oard of Directors, as:well as evaluating the overall presentation of the financial
report. :

We befieve that the audit evidence we have obtairied is sufficient anid appropriate to. provide a basis for our
audit opiniof.

Auditor's Opinion

in-our opinion, the financial report of the Central Bank of Samoa-is in accordance with the Central Bank Act
1984 and Amendments, including:

a} giving a true‘and fair view of the financial position of the Central Bank of Samoa as at 30 June 2013,
and of its performance for the year endad on that date; and

b} comptying_wi_th.Ir&tei"hation'al Financial Reporting Standards as disclosed in Noté 2.

Aithamit

BETHAM & Co.
Chartered Accountants

Apia
22 April, 2014
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CO

charterad accountarits and business advisors

indeperident audit repoit
To the Auditor General and Controller
on Central Bank of Samoa

We have audited the accompanying financial reéport of the Central Bank of Samoa, which camprises
the statement of finandial pesiticn as at 30 June 2014, the statements of financial performance, cash
flows and changes in capital and: reserves for the year then ended, a sumrary of significant
accounting policies and other éxplanatory notes.

The Responsibility of the Board of Directors for the Financial Report

The Boagrd of Directors are respénsible for the preparation and fair presentation of the financial
report in accardance with International Financial Reporting. Standards. This responsibility .includes
establishing and maintaining internal controls relevant ‘to the preparation and fair presentation of
the financial réport that Is free from material misstaterment, whether due to fraud. or error; selecting
and applying appropriate accounting policies; and making accoliniting estimates that are reasonable
in the circumstances.

Auditor's Responsibility

Qur responsibility is to express an opinion on the financial report based on our audit. We conducted
our audit in accordance with: International Standards on Auditing. These Auditing Standards require
that we. comply with relevant ethical reguirements relating to. audit engagements and plan and
perform the audit to obtain reasonable assurance whether the financial report is free from material
misstatemerit.

An audit involves perfoiriing procedures to obtain audit evidence about the amounts and
disclosures in- the financial report. The procedures selected depend on the auditér's judgment,
including the.assessment of the risks of material misstatement of the financiai report, whether due
to fraud or error. In making those rtisk assessments, the auditor considers internal controls Félevant
to the entity's preparation and. fair presentation of the financial report in grder to design audit
procedures that are appropriate. in the circumstances, but net for the purpose of expressing an
opinion on the effectiveness of the entity's internal control, An audit also includes evaluating the
apprapriateness of accounting policies used and the reasonableness of accounting estimates made
by the Board of Directors, as well as evaluating the overall presentation of the financial report.

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

Auditor's Opinion
{in our opinion, the financial report of 'the Central Bank of Samoa is in accordahce with the Central
Bank Act 1884 and Amendments, including:

a) giving a true and fair view of the fihancial position of the Centrat Bank of Samoa as at
30 June 2014, and of its financial performance, changes in equity and cash flows for the year
ended on that daté; and

b} complying with International Financial Reporting Standards as disclosed in Note 2.

BETHAN & CO.
Chartered Accountants
Apia-

Dated 29 Cejlofe— P67t

il A
i
¥ ‘;}L A member-of AGN Intefnational Lid., a worldwide aisociation of separate and independant accounting and.consulting firms
Betham & Co. House, Vaitele Street, Lalovaes, Samoa. P.O. Box 839, Ap}a, Samoa. T: +(685} 24337, F: #[685} 24336.

www.bethameo.com WWW.AEN. O

SFET G,
A
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TELEPHONE: 27751
Fax: 24167
EmaiL; info@audit.gov.ws
Website: www.audit.gov.ws

P.0. Box 13
APiA, SAMOA

Please address all correspandences
to the Controfler & Auditor-General.

o
S -
FARMALI LY ATUATAMDA

AUDIT OFFICE

CENTRAL BANK OF 5AMOA

We have audited the accompanying. Financial Report -of the Central Bank of Samoa which comprises the
Statement of Financial Position as at 30 June 2014 and the Statements of Financial Perfarmance, Cash-Flows
and Changes in Capital and Réserves fof the year then ended, a surnmary of sighificant actouriting policies. and
other explanatory notes. The Accounting Firm-of Betham & Co, Chartered Accountants and Business Advisors,
assisted in thisaudit.

Responsibility for the Financial Report

The Board of Directors ‘is responsible for the preparation and fair presentation of the Financial Report in
accordance with international Financial Reporting Standards. This responsibility includes. establishing ~and
maintaihing internal control relevant to the pregaration and fair presentation of the Financial Report that is.
free from material misstatément, whether die to fraud or error; selecting afid applying appropriate
accounting policies; and making accouriting estimates that are ;easonable-iu the circumstances.

Auditor’s Responsibility

Cufresponsibility is to exprass an opinioh on the Financial Report based on sur audit. We conducted bur audit
in accordance with interriatic_mal- Standards on Auditing. These Auditing Stapdards require that we comply with
relevant -ethical requirements relating to audit engagements and plan and perform the zudit to obtain
reasonabte.assurance whether the Financial Report is free from material misstatement.

An audit involves performing procedures to obtain: audit evidence dbout the amounts and disclosures in the
Financial Report. The procadures selected depend on the auditor's judgment, including the assessiment of the
ricks of material misstatement of the Financial Report; whether due to fraud or error, In making those risk
assessrents, the auditor considers internal controf refevant to the entity’s preparation and fair presentation
of the Financial Report in order to design audit procedures that'are appropriate In the circumstances, but not
for the purpose of expressing an opinion on the effectiveness .of the entity’s internal control. An audit also
includés evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates. made by the Board of Directors, as well as evaluating the cverall presentation.of the Financial
Report.

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

Unaqualified Audit Opinion )
I our opinicn, the Financial Report of the Central Bank of Samoa s in accordance with the Central Bank Act
1984 and Amendments, including:

1. Giving a true and fair view of the financial position of the Central Bank of Samoa as at 30 Jung 2014,
and.of its financial performance and cash flows for the year then ended; and

2. Complying with International Financial Reporting Standards.

Our audit was completed on the 28™ Getober- 2014 and our apinien’is expressed as at that date.

L& feds
Apia, Samoa Fuimazono Papali’i C.G. Afele
31 October 2014 CONTROLLER AND AUDITOR-GENERAL
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Betham&co

indepandent audit report
To the Auditor General and Controller
an Central Bank of Samoa

We hawve audited the accompanying financial report of the Central Bank of Samaoa, which comprises
thi statesisnt of financial position as at 30 Junes 2015, the statements af financial performance, cash
flows and changes Im capital and reserves for the year then ended, a surnmary of significant
accounting policies and other explanatory nobes.

Tha Responsibility of the Board of Directors for the Financial Report

The Board of Directors are responsible for the preparation and fair presentation of the financial
report in accordance with International Financial Reporting Szandasds, This respensibility includes
estakiishing 2nd maintsining internal controls relevant to the preparation and fair presentation of
the financial report that is free from material misstatement, whetha due 1o fraud ar errar; selecting

and applying appropriate accounting policies; and making accounting estimates that are reasonable
in the circurmnstances.

Auditor's Responsibility

O responsibiiity is to axpress an opinion on the financial report based on our audit. We conducted
our audit i atcordance with International Standards on Auditing. These Auditing Standards require
that we comply with relevant ethical requirements relating to audit angagements and plan and

perform the auwdit Lo obtain reasonable assurance whether the financial report is free from matarizl
misstatament.

An audit invoives performing procedures to obtain audit evidzneoe abowt the amounts and
discinsures in the financial report. The procedures selected depend on the auditors judgmment,
including the assessment of the risks of material misstatement of the financial repart, whether due
te fraud or error. In making those risk assessments, the avditor corsidars internal controls relevant
to the entity's preparation and fair presentation of the financlal report In order to degign audit
procedures that are appropriate @ the circumstances, but not for the purpose of expressing an
opinian on the effectiveness of the entity’s internal cantral. An audit also includes evaluating the
appropriateness of aocounting policies used and the reasonableness of accounting estimates made
by the Board of Divectors, as well as evaluating the overall presentation of the financial repart.

e balisve that the audit evidence we have cbtained is sufficient and pppropriate to provide a basis
for our audit opinion.

Auditor’s Cpinian
In our opinion, the financial report of the Central Bank of Gamoa i; in accordanee with the Central
Bank Act 1984 and Amendments, incloding:
a) piving 2 true and fair view of the financiai position of the Cant
2 June 2015, and of its performance for the year ended onthat date; and
complying with International Financial Reporting Standards as disclosed in Mote 2,

:'E“ﬁ'{-n e

A T

BETHAMN & Co.
Chartered Accountants

ral Bank of Szmoa

Apia
Date
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TELEPHONE: 27751 P.0. Box 13
Fax: _ 241 67 _ APta, SAMOA
EnalL info@audit.gov.ws

Website: www.audit.gov.ws.
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AUDIT OFFICE

CENT RAL BANK OF SAMOA

We have audited the accompanying financial Repost of the Centrai Bank of Samoa which cumprases the
Statement of Financial Position as at 30:June 2015 and the Statements of Flnancra{ Performance, Cash Fiows
and Chanhges in Capital and Reserves for the year then ended: a sumrhary of slgmf:cant actounting poticies and
other explanatary ridtes, The: Accaunlmg Firm of Bethzm & Co. Chartered Accountants and Business Advisors,
assisted in this audit.

Responsibility for the Financial Report _

The Bosrd “:::_f-'.Dire_ct_p_rs is responsible for the preparation. and fair presentation of the Financial Report in
accordance with mtemationaf' Financial Reporting Standards. This responsibility includes establishing and
maintaining. mternai control relevant to the. preparation and fair presental:on of the Financial’ Report that is
free from matenal misstatement, whether due to fraud or error; seiect:ng and applymg approprlate
accounting policies: and making accountmg estimates that zre ressonable in the circumstances.

Auditor's Responsibility

Our responsibliiity is to.€xpress an oainion on the Financial Réport tidsed on our aldit. We'tbnducted our audit
inaccordance with Internatione! Standards on Auditing. Thesé Auditing Standards requiré that we comigiy with
refevant ethical requirernents. relating to audit engagéments “arid plan ard petform the audit to obtain
reasonable dssurance whether the Finaﬁciai' Report is free from material misstatement,

‘Ar gudit invoives performing procedures. 1o obiain audil evidence abioyr the amounts and disciosures: in-the
Finaticial Report. The procedures sefecied depend on the augitor's judgment, including the assessment of the
risks.of material misstatément of the Financial Report. whether due to fraud or error. In miaking those risk
assessments, the auditor considers internat control relevant 1o the entity’s preparation and fair presentation
of the Financiai Report in c'der o cesugn audit procedqres that are APPropriate in tHe carcums*ances ‘but not
for the purpose of exXpressing an opinion on the effectiveness of the entity's internai control. An aur:nr also
inciudes evalualing the appropriaieness of ucounting poiities used and the reasonableriess of accounting
estimates made by the Board of Difectors, as weil a5 eveluating the overall presentation of the Financial
Repori..

We believe that the audit evidente we have obiained is sufficiént ang appropriate to provide 2 -basis forour
‘audit opinion.

Unquallﬁed Audit Opinion
i.our opinion, the: Financial Report of the Central Bank of $amoa s in-accordance w;th the Central Bank Act

1584 and Amendments, including;

1. Giving a true and fair view of the financiai position of the Central Bank-of Samoa as 3t 30 june 2015,
and of its-financial performance and rash flows for thevear ther ended; and

2. Complying with taternational Financial Reporting Standards 3¢ disctosed in Note 2
Code fe by _
Apia, Samoa Fuimaono Papalii C.G. Afele
29 October2015 CONTROLLER AND AUDITOR-GENERAL
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a.Betham & Co

Setham&co

. chartered sccountants arid business advisors

independent audit report
To the Controller and Auditor General
on Central Bank of Samoa

We have audited the accompanying financial repart of the Central Bank of Samoa, which comprises
the statement of financial position as at 30 June 2016, the statements of financial performance; cash
flows and changes in capital and reserves for the year then ended, a2 sum mary of significant
accounting policies and other explanatory notes.

The Responsibility of the Board of Directors for the Financial Report

The Board of Directors are responsibie for the preparation and fair presentation of the financial
report in accordance with lhternational Financial Reporting Standards. This responsibility includes
establishing and maintaining internal controls relevant to the preparation and fair preséniation of
the financial report that is freé from material misstatement, whether due to fraud or error; selecting
and applying appropriate accounting policies; and making accounting estimates that are reasonable
in the circumstances.

Auditor's Responsibility

Our responsibility is te express an opinion on the financial report based on our audit. We conducted
cur audit in accordance with International Standards on Auditing. These Auditing Standards require
that we comply with' relevant ethical requirements relating to audit engagements and plan and
perform the auditto obtain reasonable assurance whethet the financial report is free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and:
disclosures in the financial report. The ‘drocedures selected depend on the auditor's judgment,
including tHe assessment of the risks of material misstatement: of the financial report, whether due
to fraud or error. In making those risk assessments, the auditor considers iriternal contrdls refevant
‘te the entity’'s’ preparation and fair ‘presentation of the financial report in order to desigh audit
protedures that are appropriate in the circumstances, but not for the purpose of expfessing an
opinion on the effectiveness of the entity's internal eantrol. An audit also includes evaluating the
appropristéness of accounting-policies used and the reaschiableness of accounting estirmates made
by the Board of Directars, as well as evéluating the overall prasentation of the financial report.

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

Ungualified Audit Opinian
In our opinion, the financial report of the Central Bank of Samoga is in accordance with the Central
Bank Act 1984 and Amendments, including:
a) giving a true and fair view of the financial position of the Central Bank of Samoa as at
30 June 2016; and of its performance for the year ended on that date; and
_ :b) complying with international Financial Reporting.Standards as-disclosed in Note 2.

-2

rf‘ é%//// :-{ » f'é_
BETHAM & Co.
Charterad Accountants

Ap_ia .
Date L’rc‘.f‘zs’?d/‘- 2, BIoNAA

v & G Houne, Yaiteds Slroet, Liovioa, S,
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Jlease addrass at cerrespuridences
2 the Gontrailer ang Auditor General

ALPDIT OFFICE

P.OROX 13
APlIA. SaMOA

REPORT OF THE AUDIT OFFICE

CENTRAL BANK OF SAMOA.

\Wé have audited the sceompanying Financial Report of the Central Bapk af Samoa, whlch comprises the
Statement of Financial Position &s at 30 June- 2016, the Statements of Fin_anc_ia't performance, Cash Flows and
Changes in Capital and Reserves for the year theén enided, a8 summary of sigpificant accounting policies and
other explanatory notes. The Accounting Firm of Betham & Co, Chartered Accountants and Business Advisors;
assisted in this audit, '

The Responsibility of the Board of Directors for the Financial Réport

The Board of Directors, is responsible for the preparation and fair presentation of the Financial Report in
alcordance with interhational Finandial Reporting Standards, This respensibility includes establishing and
maintaihing internal controls relevant to-the preparation and fair presentation of the Financial Repdsrt that is
free ‘from materia!l misstatemernt, whether due to fraud or error; sefecting and applying appropriate
accounting policies; and making accounting estimatasthat are reasonable in the circumstances.

Auditor's Responsibility

Our responsibility isto.express an-opinicn on the Financial Report based on our audit. We conducied our audit
in: sccorddnce with International Standards on Auditing. These Auditing Standards require that we cormply with
reigvant ethical reguirements relating to audit engagements and plarm and perform the audit-to obtain
reasbn_ﬁbie-ass'ura'nc'é.Wh'ethe'r'the-Financ’i_al Report is free from material misstatement.

AR audit involves performing procedures to obtain audit evidence about the amounts and disclésures in the

Fimancia! Report. Theé procedures selected depend on the auditor’s.judgment, including the assessmentof the

risks of material imisstaternent of the Financia!l Report, whether due to frayd or errorn In making those risk
assessments, the auditor conglders internal controls refévant to the entity’s preparation. and fair presentation
of the Financial Report in order to design audit procedures that-are appropriate in the circumstances, but not

for the purpose of expressing an opinion on the effectiveness. of the entity’s internial control. Arv audit also

includes evaluatinig the appropriateness of dccounting policies used and the reasonableness of dccounting
estimates made by the Soard of Directors, as well-as eviluating the overall presentation of the Financial
Repart.

We befleve that the audit evidence weé have obtained Is sufficient and appropriate to provide a basis for our
audit opinion. ‘

unqualified Aadit Opinion

I -our opinion, the Einancial Regort of the Central 8ank of Samoa is in aécordance with thHe Central Bank-Act
1984 and Amendments, inctuding:

1. Giving & true and fairview of the financizl position of the Central Bank of Samoa as at 30 June 2016,
and of its financial performance, ahd cash. flows for theyear then ended; and

o

2. Complying with International Financial Réporting Standards.as disclosed in Note 2.

‘ ¢ G cle
Agpla, Samoa Fuimaend Papalii T7G. Afeie
31 Qctober 2016 _CONTROL'I_;ER'QND AUDITOR GENERAL
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INDEPENDENT AUDITOR’S REPORT

To the Controller and Auditor General on Central Bank of Samoa

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of
Central Bank of Samoa, which comprises:

* the statement of financial position as at June
30, 2017,

* the statement of financial performance,
statement of changes in equity, and
statement of cash flows for the year then
ended; and

* notes to the financial statements, including
a summary of significant accounting policies.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the

In our opinion, the accompanying financial
statements present fairly, in all material respects,
the financial position of the Central Bank of Samoa
as at June 30, 2017, and its financial performance
and its cash flows for the year then ended in
accordance with International Financial Reporting
Standards (IFRSs).

Audit of the Financial Statements section of our report. We are independent of the Secretariat in
accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountants (IESBA Code) together with the ethical requirements that are relevant to our
audit of the financial statements in Samoa, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the IESBA Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

41 Those Charged with Governance

Management is responsible for the preparation and fair presentation of the financial statements in

accordance with IFRSs, and for such internal control as management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to

fraud or error.

In preparing the financial statements, management is responsible for assessing Central Bank of Samoa’s
ability to 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 liquidate the
Secretariat or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing Central Bank of Samoa’s financial

reporting process.




Financial Year 2016/2017

a. BDO

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs will always detect a 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 economic decisions of users taken
on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

* |dentify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

*  Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of Central Bank of Samoa’s internal control.

* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

* Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on Central Bank of Samoa’s ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw attention
in our auditor’s report to the related disclosures in the financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future events or conditions may cause the Central
Bank of Samoa to cease to continue as a going concern.

* Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial 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 any significant deficiencies in
internal control that we identify during our audit.

BDO
Chartered Accountants

7

Taimalie Ernest Betham
Partner

Apia
Samoa
31 October 2017



Financial Year 2016/2017
b. Audit Office

Telephone: 277517
Fax: 23167
- Enrall; InfeEpudit.gov.ws
Wbt weanesaudit e ee

PO B 13
AFLE. SAMOA

FiErss fohvra sl gl caneERETGEnDES
fo e Coerrolier and A pcior & eokog!

AUDIT OFFICE

REPORT OF THE AUDIT CFFICE

TO THE GOVERMMG BODY B CHARGE OF GOVERMANCE = CENTRAL BANK D7 SAMMDA

Audit Dpanion

We hawe asdited the accompanying Flnanclal Statemonts of the Central Bank of Zomea whith comprige the Statgmant
of Financial Foskion &< at 30 Jupe 2017, the Statements of Financsd Perforrance, Changes in Equaity and Caph Flows
and for the yes then etded, 3 Sornmary ‘of Significant Accounting Folliies and Other Explsnztory Motas, Tha
Arteasting Frrmof BOD, Chartered Accduntants, absisted o the audit, The Ergagement Partner on the sudit resulting
im this Incdzpendent Auditor's Jepar is Tammale Ernest Betham,

b gy Gednion, the financai siatements ghe a troe and fair view af thefinancal position of the Central Bankof Samoa
#5 8 30 June 2007, ang of #x finencia! performance, changes in- eguity anc cash ilows for the year then ended, n
accordance with Jrtermationsl Finenclad Reporting Standerds (BFRSE)

fasls for Dpinkon

We conducted sur aude in sooordence with International Stenderds on Auditing (1582). Our responsibilised omdes
those stantards are further desoribed in the Auditors Recponsibilines for che dudit of Snanciel Sotements section of
our repgrt. We are independent of the Céntral Bank of Samoa in stodrdancs with tha ethicsl regquirermenss that are
ralpwant to aur audt of fmencial siatemants in Sampa, and we Tave fiffled our other ethkcal respondbilitias in
sccordanoe with thess reguirements,  We Believe that the audit evidence we hawve obtsined &5 sufficent and
apfropriete 1o provide a reasonable basis for aur apinion,

ResponsibiBties of Those Charped with Sovernanoe for the Flnandal Statements
Directors and Manogement are mspensible for the praparation and lair prasencaton aof the financial starements in
actardance with Intemnaibonal Financla! Reportng Standards, and for mech intermal contrel @ divectors and

managamen: deterning. i mecessany to-enalbile the preparation of financial stzzements ther are free from meaierial
missfatament, whisther due to fraud or enros,

Irr preparing the Tinarcal staterments, management B respansible far sidessng the Central Bank of Samaa’s abillty 10
continue B 2 godng concern, dsdosing, ps applicabls, maners related o gong conoern and using tha zoing conomon
biasts of accounting unless management eliner intands 1o Buidate the Cantal Bank of 5amds OF [0 CRaE OREaTions,
o biave na realistie albermethve ot o dio so.

Thoss cherged with governanioe ate resporsibee for overcesing Central Bank ol Samoe’s financlal reportleg: process.

Auditor's ResponsibiRties for the Audit of the Finandal Stamments

Owr cifectives are Lo obtein reasonable assurpnce abowt whether the financial statemenis a5 & whols are free from
materdal mistatement whethor due to fraced of erro, and 0 Biue an swditor's regoet tha includes cur apinian.
Rapsdnable assurance |5 a high bevel of mssurence, but is mot 8 puscantes thet sn aedit conducted in sccordence with
hvdrrniional Standards on Audibng will sheays detect 2 materizs! misstatemant when It ewists.  Misstatements can
mriss fram fraod or efrge snd afe condidired material ¥, individually or bn e aggragate; they coedd reasonably Be
expactid to influance the sconamic decsions af usars faken on the basis of thess financizd stetaments,

A5 part of ao awdit In accordance with these biterpatiorsd Standards on Aucding, we aeerciss profecsiatal udgment
and malntsin profassional sheptiisme throoghaut thi sadit, We also:

s dantify and assass tha rske of meterial miEstaement of the faancial statémants whether due ta fraud oc
srror,  deslpn and  parform audt  procedures  redpongivie o those  sisks,  arid  obisn awdie
svidenca thar & odiclent snd appreoriate to provite a2 bash for eor opinion,  The risk of not desacting =

materis misstaterment resulfing frorm fracd is figher than for one reulting fram erre, m o ranp irvolhes
collestom, forgery, inlentonzl omissions, misrepresentations, ar the owerride of intarnal controd
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= Obtainen eaderstanding of intemal contred relevant tothe audis hoder 1o daslgn awdi presesures that are
Bppropriate In the cirmumstancas, but not for the pumnse of awprassing an opinon on the effectienes of
the mmmmdmmmmim

s Evalupte the sppropriatenass nhtvqpurﬂ;iu policies used and the masanableness of accounting sstimates
and related disclosures made by manapement. _

+  Canclude on the appropdateness of manzgemant’s use of the going concem bask of accousting and, based
&n the audit ewidence obitaines, whether 3 materia uncertzinty exikts related to avents or condiisns that
may cest significant doubt on sthe Central Bank of Samoa’s ability ba continue a5 2 going concarm. f we
‘conclude that material uncertainty mists, we are risquined fo draw aktention in our aeditor’s report 16 the
relpted disdoswes In the finandal stasenhents or; i such discdoseres, are inadequate, to modshy gur opliniga.
Oar eoneladens are beeed an The sedit evbdencs obteined up 1o the date of owr eoRos's regort. Howsver,
Future events of conditions may cause the Central Bank of 58moa [0 {235¢ 10 CONTNUR &5 & BOig COnCern,

s Evebiele the cversll preseniation, structure and content of the ritan,dai statements, ncleling the
discicaures, snd whether the financial statements repraiant e mdgﬁw irandactions. end events in.a
reannar that achieves fair presentation.

W comeumizate with the Directars and Management regarding, ameng other matters, the significant sudit findings,
including ary significant deficiencies in irkernal contral that we idertify duringour audin.

Gur zudit was completed cn the 317 Dctaber 2017 and dur opinon i mgressed as at that data,

) : :
Apla, amoa Fa'amatuainu Dennls Margraff:
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