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Managing Director & Chairman’s Message

The fiscal year ending 30 June 2011 produced an 8.3% year-to-date performance and registered
a 24.7% return, the highest return over its historical record. The 4™ quarter of the fiscal year
was particularly productive as the Fund outperformed the benchmark by 3.6%, capping off the
year on a high note. Furthermore, the Fund appears to be in a favorable position and is

strategically positioned to continue with the current momentum into the fiscal year ending 30
June 2012.

New managers GMO and PIMCO, who were added during the 09/10 fiscal year, have made
positive contributions to the Fund in their first year of engagement.. Both managers
outperformed their respective bench marks on a year-to-date basis with GMO outperforming
its benchmark by 2.1%, and PIMCO producing a return 0.6% higher than its benchmark.
Although a 0.6% return performance over the benchmark is not as sizeable as the 2.1% posted
by GMO, it should be noted that European debt fears as well as US inflation expectations made
fixed income investments quite a volatile field for PIMCO to maneuver through.

The tri-annual actuarial valuation report was completed by the Actuary during the second half
of the fiscal year and his findings will be submitted to Cabinet for consideration as prescribed in
the Public Service Pensions Law (2004 Revision). The last valuation was completed in 2008. The
PSPB also changed addresses in early 2011 and became one of the first tenants in the
Government Administration Building which replaced the old ‘Glass House’. On a whole the PSPB
found the move to be relatively quick and straight forward and since being acclimated,
everything has been business as usual.

Finally, as the preservation of pensions funds is a priority of the PSPB it will continue to hold a

conservative line on investments while looking into viable low risk opportunities to improve
returns wherever possible.

Managing Director Chairman
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OVERVIEW OF THE
PUBLIC SERVICE PENSIONS BOARD

Background information

The head office of the PSPB is located at 133 Elgin Avenue in George Town and responsibilities
of the Board include but are not limited to, administering the Plans, investing the Public Service
Pensions Fund (the Fund), communicating with the Plan employers and participants,
recommending contribution rates in accordance with the latest actuarial valuation, and
recommending amendments to the public sector pension plans and quantifying their financial
impact as needed. The main functions of the Fund are to receive prescribed contributions,
invest and pay out pension benefits as they become due under the Law. The Fund is vested in
the Board.

The Public Service Pensions Board (the Board) was re-established as a Statutory Authority on 14
April 1999, by virtue of the Public Service Pensions Law, 1999, which repealed the Pensions Law
(1999 Revision) and was since revised in 2000 and 2004, culminating in the Public Service
Pensions Law (2004 Revision) (the Law). The Law governs the Public Service Pensions Plan (the
Plan).

The Fund has a defined benefit and a defined contribution component. All employees who
joined the Plan prior to 14 April 1999 were enrolled in the Defined Benefit Part of the Plan.
Those employees joining after 14 April 1999 were enrolled in either one of the two components
depending on their circumstances. The Public Service Pensions {Amendment and Validation)
Law, 2000 which was passed on 20 June 2000 amended the date after which all new employees
were to be enrolied in the Defined Contribution Part of the Plan to 1 January 2000.

Contribution Rates

Employees who participate in the Plan contribute at the rate of 6% of pensionable earnings and
employers contribute a matching 6%. Contribution rates to cover additional defined benefit
costs are recommended by the Board based on the latest Actuarial Valuation. This additional
defined benefit cost largely reflects the eventual liability of benefits related to the past service
at the valuation date. The full liability for additional defined benefit costs is borne by each
respective employer.

Payment of Benefits

The Law provides for payment of retirement benefits to eligible participants. The normal
retirement age is 60. However, participants with more than 10 years of qualifying service may
retire at age 55 with unreduced benefits. The maximum amount of pension payable shall not
exceed two-thirds of highest pensionable earnings drawn by a participant at any time during
the course of his/her service. The formula used to calculate retirement benefits varies
depending on whether the participant joined the service before or after 10 July 1980, with a
higher rate of benefit accrual to those who commenced service before that date.
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OTHER PLANS UNDER ADMINISTRATION

Ex-Gratia Pensions

The Board administers the payment of Ex-Gratia Pensions on behalf of the Cayman Istands
Government under Section 6(1)(i) of the Public Service Pensions Law (2004 Revision), the Public
Service Pensions (Ex-Gratia Pensions) Regulations 2004 and the Public Service Pensions (Ex-
Gratia Pensions) (Amendment) Regulations 2009, which cover these transitional provisions. The
ex-gratia recipients are former Caymanian civil servants over the age of 60, who were not in
receipt of any pension, allowance, gratuity or other retirement or termination benefit. Those
with an aggregate of four or more years but less than 10 years of service receive an ex-gratia
pension of 5200 per month. Those with 10 or more years of service received an ex-gratia
pension of $300 per month. It should be noted that these payments have been changed to
$300 and a minimum of $450 respectively for ex-gratia pensioners approved after the change
in legislation in May 2009, however ex-gratia payments are not subject to increase for cost of
living nor augmented annually across the board.

The Government makes a quarterly pre-payment into the Fund to cover the expected payments
for Ex-Gratia Pensions for each quarter.

The Board does not charge a fee for the administration of the Ex-Gratia Pensions.

Parliamentary Pension Plan

The Board began to administer the Parliamentary Pensions Plan (the PPP) with effect from 1
September 1999.

Benefits under the PPP were paid directly from the Government's General Revenue on a
monthly basis prior to 1 September 1999. For the remainder of 1999, the Government made
quarterly pre-payments to the Fund to cover the payment of PPP pensions. This “pay as you go”
arrangement continued until the passage of the amendment to the PPL in August 2004, which
mandated that the payment of parliamentary pensions be made from the Fund. Under this new
arrangement monthly pension contributions are made to the Fund in accordance with the
latest Actuarial Valuation.

The Elected Members of the Legislative Assembly participate in the Parliamentary Pensions
Plan (the PPP) as governed by the Parliamentary Pensions Law, 2004 (the PPL). These members
contribute at a rate of 6% of pensionable earnings and the Government contributes 95% as
prescribed by the Board based on the 1 January 2005 actuarial results. These contributions
have been pooled for investment purposes with those of the Fund.
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Judicial Pension Plan

Judges of the Grand Court of the Cayman Islands participate in the Judicial Pensions Plan (IPP).
Judges’ pensions fall under the remit of His Excellency the Governor as set out in The Judges’
Emoluments and Allowances Law (2006 Revision). Members of the JPP contribute at a rate of
10% of pensionable earnings; the Government contributes a matching 10% and an additional
21% of pensionable earnings in accordance with the 1 January 2005 actuarial valuation. The
assets duly belonging to the Judges of the Grand Court are under the administration of the
Board and pooled with the assets of the other Plans for investment purposes.

The JPP started in 1997, notwithstanding the absence of the requisite order setting out Plan

details and specifics relating to administration of the Plan. The Judges Emoluments and
Allowances Order was effected by His Excellency the Governor in 2005.
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FINANCIAL OVERVIEW

Growth of the fund

The Public Service Pensions Fund (the “Fund”) continues to be in relatively good financial
health. The Fund holds a diversified portfolio of bonds and equity securities that, over the long
term, provides above average returns with minimized variability.

The Fund is subject to an actuarial valuation every three years which assesses the financial
viability of the Fund, and the adequacy of the contribution rates for funding of the Plan. The
Board also uses the results of funding valuations as the basis for recommendations regarding
contribution rates. An actuarial valuation was carried out 2011 based on assets and liabilities as
at 1 January 2011.

The results of the actuarial valuation as at 1 January 2011 determined the past service liability
to be $495 million. The calculation is made based on pensionable earnings as of the valuation
date and reflect the liability in respect of benefits actually earned up to 31 December 2010.
Although the Fund remains underfunded, the actuaries determined that the liability for inactive
members (existing pensioners and beneficiaries, and those with deferred pensions) is
sufficiently covered by available assets. It should be noted that the full liability for additional
defined benefit costs is borne by each respective employer.

As at 30 June 2011 the Fund (inclusive of foreign and local investments) stood at $340.8 million,
which represents a $59.4 million or 17% increase in net assets from 30 June 2010.

investment Policy

The stated investment objective of the Board is “To preserve capital while adding value above
its policy benchmark.” The Board is committed to the investment objective, and has actively
managed investment portfolios which are diversified, within the constraints of the Law as well
as the Board's investment policy, to ensure that risk is not unduly concentrated in any one type
of investment or area of currency. The Board adheres to internationally recognized
benchmarks, and has established an asset mix policy, in collaboration with its investment
advisors, for the purpose of achieving long-term returns of 3—-4% above inflation. The asset mix
policy establishes the percentage holdings by asset class and permissible ranges within the
broad classes of investments. Within this framework, each investment manager is not limited
by sector or country restrictions and is able to make discretionary decisions to capitalize on
market opportunities. The Fund is biased to equities over the long term in order to achieve
optimum returns. Equities, when compared to other classes of investments over the long term,
have historically proven to generally outperform other forms of investment
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Market Summary
Global Equities

IFP was the best performing manager during the final quarter of the fiscal year, generating
performance of 6.6%, ahead of its broad market benchmark by 6.1%. Similarly, GMO generated
a positive 2.7% ahead of its policy benchmark by 2.8%. On a relative basis, IFP global equities
ranked at the 2nd percentile for the quarter and Sth percentile for the 1-year period. Longer
term, for the trailing 5 years, the relative ranking is at the 5th percentile of the comparative
peer sample universe of managers. Regarding GMO, on a relative basis, the performance
ranked at the 14th percentile rank for the quarter ending June 30, 2011 and at the 41st
percentile for the 1-year period.

Despite companies throughout the world dealing with shortages of parts and components from
Japan which lead to weak numbers around the world, at least partial recovery seems to be just
over the horizon. Many Japanese companies are undergoing a complete or partial resumption
of production, economic data over the second half of the year will be positively impacted by the
tsunami effect, which should reduce growth fears. As evidence, an improvement in industrial
production in Japan increased by 5.7% in June, 2011, the largest monthly gain in over 16 years.

Fixed income

Year-to-date and year-over-year return remained positive at 3.3% and 6.0%, respectively.
Although the final quarter of the fiscal year was behind the benchmark by 20 basis points, as
bond market yields fell significantly, reflecting the ongoing uncertainty associated with
European debt woes, the 1- year returns were ahead of the broad bench mark by 2.1%.

Regarding relative value, the bond manager’'s performance placed at the 10th percentile over
the 1-year period. Longer term performance remains well above average at moderate levels of
volatility.

It is important to note that the Federal Reserve concluded its second round of quantitative
easing at the conclusion of the fiscal year ending June 30", 2011. It stated that it will continue
reinvesting income and bond repayments while keeping the Fed Funds target rate low for an
extended period. The Fed Chairman, Bernanke emphasized that inflation expectations, which
currently appear well anchored, are his key near-term issue for the Federal Reserve. Given the
headwinds from high unemployment, high inventory of existing homes, tight underwriting
standards, and uncertainties arising from foreclosure delays, the Federal Reserve is expected to
remain on hold for the rest of 2011, with expectations for rising rates rising in the second half
of 2012.

10
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Real Estate Equities

Over the year-to-date, the performance for real estate securities continues to be rewarding as
property companies are able to reflect an economic recovery which appears to remain intact
despite a recent soft patch. A return of 4.3% for the quarter ending June 30, 2011 was ahead of
its broad benchmark by 1.4%, and although the 1-year performance was behind its benchmark
by 40 basis points an astonishing 33.7% return was achieved. Relative ranking remains above
average at the 27th percentile over the quarter and at the 61st percentile over the 1-year
period. Longer term, relative ranking is below average, supporting the value added evaluation.

Fund Performance

The Fund generated an outstanding 1-year performance of 24.7% as the value added over the
final quarter of the fiscal year was positive at 3.6%. The 1-year value added was also positive at
3.1%. Longer term this is consistently above 4.0%; the 4-year annualized performance number,
being a positive 6.5% is ahead of its policy benchmark by 5.8%. On a relative basis, the Fund’s
performance ranked at the 17th percentile for the 1-year period and at the 1st percentile for
the 4" Quarter of the fiscal year ending June 30", 2011.

Longer term, being the 4 and 5-year periods, the Fund’s relative ranking is at the 3rd and 4th
percentile rank, respectively and The Fund's long term risk return trade-off is moderate and
well above the norm when measured against a peer universe sample of about 125 pension
funds.

11
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Credited Rate of Return

The Credited Rate of Return (CRR) on contributions, calculated annually, is based on a three-
year geometric average of actual returns, net of expenses, which amounted to a positive 1.21%
for calendar 2010 paid with effect from 1 January 2011. Table 1 indicates the CRR earned for
the period 2003 to 2010 expressed in percentages.

Table 1
Year 2005 2006 2007 2008 2009 2010 2011
Return 7.85 12.78 4.40 -15.56 11.77 9.85 7.78%
6.77 8.29 8.29 0.41 -0.49 1.21 9.79

&
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APPENDIX 1

Copy of Public Service Pensions Board
Certified Financial Statements and Notes
for the year ended 30 June 2011
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STATEMENT OF RESPONSIBILITY FOR THE RNANCGAL STATEMENTS

These financial statements have been prepared by the Public Service Pensions Board in
accordance with the provisions of the Public Management and Finance Low (2010 Revision).

We accapt responsibilty for the accuracy end integrity of the financial information in thess
financial statements and thelr compllance with the Public Management and Finance Low (2010
Revision)

As Chalrman and Managing Director, we are responsibie for estsbiishing; and have estabiished
and maintain a system of internal controls designed to provide reasonabla assurance that the
transactions recorded In the financial statements are authorised by law, and properly record the
financial tranzactions of the Public Service Pensions Board

As Chalrman and Managing Director we are responsible for the preparation of the Public Service
Pensions Board financial statements and for the judgements made in them,

The financial statements fairly present the statement of net assets avallable for benefits,
statement of changes In net assets avaliable for benefits and statement of cash fows for the
financial year ended 30 June 201!

To the best of our knowledge, we represent that these financlal statements:

{a) are completely and reilably reflsct the financial transactions of Public Service Pensions Board
for the year endad 30 June 2011;

(b} fairly reflect the financial position as at 30th june 2011 and performance for the year ended
30th june 2011;

(c) comply with intemational Financial Reporting Standards under the responsibility of the
internstional Accounting Standards Board.

The Office of the Auditor Genaral conducts an independent audit and expresses an opinion on the
accompanying financlal statements. The Office of the Auditor General has bean provided access
to ail the information necessary to conduct an audit In accordance with tntemations! Standards of
Auditing.

]

b7 ¢ \
w/n‘e’n'm({:r—m.m Aedel ans Lindsey
Chalrman i#naging Director

oote-\ Ukt 281 ) 28(r,




(A [fricet. =
~aditor

General

CAYMAN /SLANDS

Auditor Genera'’s Report
Yo the Board of Directors of the Public Servics Pensions Board

mwmmmmmWWsmmmmmo
ahmmmmam ms)afunmm&mumm
Revision) and Section 52 (3) of the mmmmmmww

control as ummsm:ommmmaw
mummthatauﬁuﬁommmmmmuurhtoMorm
Auditor's

MM&MM“M&&MQMMM&

mdmmmwwmawmmnm
presentation of the financia! statemants.

|mmumwmemmmsmmmmma
basis for my audit opinion




Bazis for Qualified Opintoa
Caniributions

lwmwwnmmmaudwcmmmmmsxm
due to lack of evidence to verify that the amounts were recorded on the books of the creditors
mmammmmmmpsmwnm
unabie to perform akemative audit procedune to verify the existence of the sccount.

Quailfied Opinion

mmmmmumemmdmmmwmmm
mmmwsmtm.hdmmmmm
dmmmmm»ammmxmumanm

performance and ks cash flows for the year then ended in accordance with International
Financial Reporting Standards.
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Pubiic Service Pensions Board
HNotes to the FRnencle! Statements
For the year ended 30 fune 2011

1. Introduction and Background taformation (continued)
¢ Contributions
smwmmmummaumdmamm

and empioyers contribute 8 matching 6%. Contribution rates to cover additional defined
m&mummwwmmmudonmlmmm1mwm

sctuarial results and were s follows;
2005 2002

Defined Defined  Defined Deiined

Genef® Contribution Henefl® Contribution
Cayman islands Government (See note 20) 28.53% 1.00%  10.00% 1.00%
Cayman islands Monatary Authosity 1.00% 1.00% 1.00% 1.00%
Cayman Turtie Farm (1983) Ltd. 8.44% 1.00%  10.00% 1.00%
Civil Aviation Authority 26.10% 1.00%  1000% 1.00%
University College of the Cayman islands 3.99% 1.00% 3.99% 1.00%
Public Service Pensions Board 1.00% 1.00%  10.00% 1.00%
Water Authority 9.57% 1.00% 0.26% 1.00%
Cayman lslends Alrport Authority 13.24% 1.00% N/A 1.00%
Heaith Services Authority 1.00% 1.00% MN/A 1.00%
National Roads Authority 2.24% 1.00% N/A 1.00%
Coyman islends Dsvelopment Bank 17.11% 1.00% N/A 1.00%
Cays Foundation 1231% 1.00% N/A 1.00%
Mational Housing Development Trust N/A 1.00% N/A 1.00%
Information & Communtcation Technology Autharity N/A 1.00% M/A N/A

‘mmmmmmmwwumwmmmn

mmmmmmmwnmummm
as of the valuation date and refiect the following:
L mmwmmmmhm«mm
provided thet ere of a defined benefit nature;
i whhmwhﬁhﬁhuﬁm%hmmuxofm
mdmmnmmmmunMwndmm
unfunded past service Habifities.
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Mmﬁnmdlxwwwdmmm. New rates will be preseribed
uuonmzoumuvwmuuemhmmwwm
Msmummwmmmvmmumm.

tmm

mmwwum&mmmmmmmuhm
mnmmmmmmmmﬁuumaﬂ-mmmm
mmmmunmmummmmmmsmmm
nwmmofm:wmammy.mmmmmmm
wmmmummwMaummumm
mmmwmmmmmmmmmm
mmmmm.mmwmmmmmwmm;m
mmmmmnwan|mmmﬁmem
classes of investments.

2. Significant Accounting Poficles

mmwnmmummmmmmnnm
mmmmmmmmmmmwmu
mmmofmm--mmwummm«m
mmwmm. nmmmmmmmmm
mumofmrmmmmm.mmmmmmm
mofﬂuﬁmorhb-uMsumwofmwhnm
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Pubilc Service Pentlons Gosrd
Notes to the Finsndal Statements
For the year ended 30 June 2013

t wwmm

mwtpummwu Board sre ss follows:

MdlteofIMMIndm“mmedbrMsepaMeﬂumﬂnm
mmmmmmmmmmmmm.m
MWWMWW&&MM“HMWWW
mmmmmnmzoumzsmmw.ummmm
NMMW&M“MmNmmmﬁ
mmmmmummuw
mmmmmbnuuusmmbymmwwmnm
wmmuﬁmmoﬂmm

investments: mstmnmudathekﬂkmﬂnnhntﬂuﬂhofﬂusmmtsof

ueumsmmmmmmmmubmmwmmm
&muofthMAmmm

Fized Assats: Fixed assets are initially recorded at cost. mmmuonlsmuu
per annum on a straight line basls as follows:

Furniture and Fixtures

10%
Computer Equipment and Software  20%
Office Equipment 20%
Vehicle 25%
Leasshotd improvements 50%

mmm:mmmwmmmusm,m
m&ammummnmm&mm.mmmus
NMmmnhmaUﬁlm-wlm.le labilities denominated tn
mwmmammmﬁnhhuofﬂnﬂmﬁmm

Ammmmmmmnnmmmmamh
Net Assets Avallable for Benefits,
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Publlc Servica Pensions Beacd
Notes to the Rneacisl Statements
For the year ended 30 hme 20131

3. Cash and Cash Equivalents

For the purposes of the Statement of Cash Flows, cash and cash equivalents consist of bank
balances and term deposits maturing within one year from the inancial statement date,

| Cash and cash equivalents 30 Jun 2011 | 30 fun 2020
Cash $ 5617020 | $ 6,316,687
Term Deposits R4S

Totai mﬁl

The detail of the term deposits at Cayman National Bank is shown below:

TO 023 08423 $ 8416376 | May25/11 | July 25/11 0.5000% _|
TD-013 05149 41| wne?/i1 | Deci/it 0.1250%
Totsl !

4. investments

mmmmm'mmu'smmmm
investment agreements which conform to the list of Approved Investments detailed in the Second
Schedule of the Public Service Pensions Low (2004 Revision).

{rvestment and Markat Conditions, per Advisory Capital

8} Imvestment ond Merket Condltions'
The Fund (in General):
Uncertainties triggered by the Greek debt crisls, the US. debt celling Hmit, slowing
manufacturing growth, stubbomnly high unemployment and a severely depressed U.S. real
estate market weighed heavily on pension plen investment sentiment and sparked o
correction-iike pull back in performance even though a late quarter rebound managed to
soften the retracement in overall pension returns. Pension pian assets, on average, rose only
0.8% in the 3-months ending June 2011, nudging year-to-date performance to 4.9%.

* aMary Unton, CFA, “Cayman islands Public Servicn Pensions Board, “Performence Review for Pertods
Ending June 30, 2011, Advisory Capital Group Canada Inc., huly 30, 2011.
13




Pubile Sondon Porsions Board

Nates cothe Fnenele! Statements

For the year ended 30 June 2011

4. investments (continued)
Giobot Equities:
memwmmmMMMﬂnM
WMMMnMMIFPmmumMu
pufonnmof&ﬁl‘.MoHBMMtbmmth%. Simiarly, GMO
m-mz.m:mausmmwzm

Reai Estate Equitles:
mlmmu,munaummmwwmsmwmm

Fized income:

Actively managed bonds within the mmmmm.mﬂnmm
andym-n.mmmwma 3.3% and 6.0%, respectively. The 1-
mmwmammmwzmmmmmmmm
mwsmmnmmmmunwrm.w
umMMMMwnmmofM.

b} Irvestmont Rotumns

Total Retums to Lune 38, 2011
Annuzlized for periods excoeding 1 year
1 Last3 | Yearto- | 1Year | 2Years | 3 Years 4Years | Syears | From
Month | Months | Date inception
-1.1% 4.6% 8.3% 24.7% | 20.2% | 109% | 6.5% 8.5% $.0%

14




Public Service Pensions Board
Kotes to the Financial Statements
For the year ended 30 june 2011

4. investments {continued)

The investment portfolios are detalied below.

PSP moved into the new Government Administration Bullding {GAB) on March 31, 2011. As at
April 1, 2011, all Fumiture and Ritings and Office Equipment utflized by PSPB are owned and
maintained by Government Buliding Administration. Therefore all amounts for Furniture and
Fittings, Office Equipment and Leasehoid improvement related to the previous offices at the Smith

Road Centre have been written off end are reflected in the ahove table,

30 luns 2011 30 lune 2010

Equities $ 207,756,331 | 63.18% $ 151,914,062 $7.42%

Fixed Income 109,775,455 33.38% 104,081,708 39.34%

Rasi Estate _11,316,050 3.44% 8,568,678 3.24%

Total A 20802835 | M0R60% | S 264364448 | 2D0.00%
5. Fixed Assets

Fixed assets consist of the following components:
Fumitre Ofios
Leasahuid A Officn w Compuner | Computer Vihicies Totai

Cest
As at0t Juty 2010 S e 8610098 108701 | 8 19038 1305m| $ 27500 | 919000 | § 780200
Purchasesd in B9 period 6,503 - N 489 087 8,100 - 17271
Disposal in the gerfod - - {som) - 3 = = (s08)
Fgutpsn (324,826) | (1681070) | (108,008) : - - - | (s94,800)
As ol 30 June 2019 . - B 1682 120438 2605| 1wmweo0| 190822
Ascum Depreciation
As 8101 July 2010 200N 30888 04,224 20 108,582 2 16820 881,231
Provisioatn Do peiing 17.218 12080 1,388 3% 10,348 ares| ass0 2,078
Dempesai 1 B prsiod (310260) | (a2.,748) | (903.57%) - : - | (a8
m - - m - - - ﬁ
Ao ot 30 ume 2011 i 2 g 67| B8 20008 | 6000 | 886N
st Book Veluo
LY TN [ S—  S— f S_— W | ) — ey
Manrre20 | 2018 0130408 | 8556 | Lot [ 820200 [ 88220 | 82000 [ 0100000




Public Service Pensions Board
biotes to the Fingndal Statesnents
For the year ended 30 june 2011

6. Overpaid Contributions

Overpald contributions are contributions, both empioyee and employer, which are psid over the
amount of pansion due or on behaif of employees not eligible to participate in the Plan. These
overpayments are either netted with recelvables or refunded at the request of the empiloyer.

Coquibutions 30lune2011 | 30 Aune 2010

Overpald Contributions - Employer S 128916 { § 128,916

Contributions - 157,880 157,880

_ Contributions - Additional Defined BanefitCost |  1458346] 1,458,346

Yotal Bl diid82 | S 2005043 |

30June2001 |  80June2010

Parilamentarian Grants - Employer $ -ls 131310

Ex-Gratla - Employer 243,678 185,501

Total PNV | Py
7. Ex-Gratls end Parfiamentasian/Payments

Ex-Grotta Penslons:

The Board administers the payment of Ex-gratis Pension Plan ("Ex-Gratia®) on behalf of the
Cayman Iislands Government as set out in The Public Service Pensions (Ex-Gratio Pensions)
Reguigtions, 2004.

Eligibility for Ex-Gratia Pension as set out by said law:

I. AnyCaymanian (as defined in the immigration Law, 2003) who-

. s sixty years of age or older; or

iil. is not sixty years of age but who has been certified by the Chief Medical Officer of the
Govemment as being permanently disabled; and

tv. Hald an office in the Public Service or the Other Public Sarvice for any period of at least
four or mora years In tha aggregate; end

v. During at least four years (in the aggregate) of his said service, was not entitied to 2
pension or did not receive a contracted officer’s supplement or similar compensation,

16



Public Sevvloe Pensions Board

Notes to the Fnancis] Statements

For the year ended 30 me 2011

7. Ex-8ratia and Parfiamentarian/Payments (continued)
BEx-Gratia Pension Payment Activity 2007-2011
Year 2006-7 2007-8 20089 2009-10 2010-11
Annual Grant $ 422,090 | $ 520,000 | $ 447,500 | § 378,149 | $ 349,057
Annusl Peyments _311,722) | (312,318) | (490,833) | (307,309) | (s53542)
 Surplus /[(Defickt) | $ 1103681 $ 207,692 su@.u%_m
| Accurmisted Surplus/{Deficl) | § 21,761 § 220433 [ $ 186,000 | § 256,980 | § 52,444 |
Parflamentary Penslons:

The Mambars of the Legislative Assembly participate In the Perliamentary Pensions Plan 23
mwmmmm,zmnmmum'rmmm
mmmnamaexummuwma
matching 6%. An additionsl contribution as prescribed by the Istest Actuarial Valuation Is made
thWtomummmemﬂnﬂn. All
contributions received are pooled for investment purposes with those of the Public Service
Pensions Fund. The Board does not charge any fees for acting as administrators of the
Pariiamentary Penslons Plan

mmmmmhwofmmmmwmm
mzwmmmwhrmmm“ummtumsm
Normal retirement age under the Porilomentary Pensions Low Is §5. The maximum smount of
mmmmpmmmmwm«mwmm
whilst a member of the Lagisiative Assembly.

Assots Aliscated te Parliamentery Ponsions Fund

mmmmmmmnmmmdmm
Sarvice Pensions Pian, Ex-gratia allowances, and the Parliamentary Peasions Pian. Historically, and
in sccondance with the establishment of the Fund under the Parfiamentary Pensions Low (1995),
the financial statements and records of the Fund have been prepered and maintained on s
combined or consolidated basis.

17



Pubilc Servica Pensions Board
Hotes to the Finsncial Statements
For the yeer ended 30 fune 2013

8. Asssts Allocated to Parllamentary Pensions Fund {continued)

Passage of the Parliamentory Penslons Low in 2004 created the unintended effect of requiring the
Board to prepare and maintain a distinct and separate sst of financial statements for the
Pariiamentary Pensions Fund. Section 9 of the Parfiomentary Pensions Low, 2004 currently states
thst “the Board shall prepare and maintain financis! statements relsting to the Parflamentary
Pandons Fund. Thesa financial statements shall inciude a balance sheet, statement of revenue
and expenditure, and any other financial statements s may be required ”

The Parllamentary Pensions Fund, since inception, has been pooled for Investment purposes with
those of the larger Public Secvice Pensions Fund for greater invastment retum oppostunities and
to contain administrative costs, and given the fact that no sdministration fees were charged to the
Partiamentary Pension Fund, it was never necessary to maintain separate financis! records for
each fund under management. Therefore, at this stage, to prepare and submit a balance sheet
and statement of revenue and expenditure specifically for the Parilamentary Pensions Fund would
require the PSPB to estabiish » basis for the spiit of finencisl data, and would involve significant
aiiocation estimstions for ail financial transactions, other than for contributions and benefit
payments for Members of the Legisistive Assembly. Presentstion of such information in a specific
financla! statement format would Imply a greater accuracy that the allocation estimates warrant.

The Board acted as advisor to Government, and was desely involved in the process of drafting the
Parllamentory Pensions Low, 2004. To ensure consistency, the language and provisions of the
Pariiamentary Pensions Law were Inltially extracted directly from the Public Sarvice Pensions Low.
Through an oversight exacerbated by the Board's delays in tabling financial statements, not sl
edministrative aspects of the draft law were fully tested, and inadvertently, the provision
requiring a separate set of Bnanclal statements was repeated in the Perfiomentary Pensions Low.
it was not the intention to creste unnecessary administrative bunden in the compilation of data
that provides littie or no meaning to the users of the finencial information. Accordingly, the Board
has chosen to comply with the spisit of the Porllamentary Pensions Low, 2004, and has prepared
these financial statements on 8 combined or consolideted basis in accordence with historical
practice. Note 14 to these finencial statements cutiines the share of assets sfiocated to each of
the Plan Funds, including the Parliamentary Pensions Plan.

18



Pubilc Service Pensions Board
Kotes to the Financial Statessents
For the year ended 30 Juna 2011

9. hudiclary Pension Contributions

The liability as shown on the Statement of Net Assets reflects contributions received to date, and
an element of income allocated to those contributions based on the Fund’s annual rate of return.
The Fund receives contributions on behalf of Judges of the Grand Court. These members
contribute at a rate of 10% of pensionsbie earnings and employers were to contribute an
additional 31% effective 1 January 2000 through to 1 January 2005. An actuarial valuations as at 1
Jenuary 2011 and 2008 concluded that existing contribution rates to the plan are sufficient. The
assets duly belonging to the Judges of the Grand Court are under the administration of the Board.
These contributions have been pooled for investment purposes with thosa of the Fund.

10. Benefits Paid to Participants

Beginning in April 1999, payments were paid out of the Fund for pensioners of the Public Service
Penslons Plan. The Government continued to pre-fund payments made to reciplents of the Ex-
gratia Allowances. The Parilsmentary Pension Plan were pre-funded by payments from the
Government up until the passage of the Parliomentary Pensions Law (2004) on 23 August 2008
which required that benefit psyments should be paid from the Parliamentarian Pensions Fund.
Banefits Due relates to participants who had attained the age of 60 prior to 30 june 2005 and
whose pension psyments had not commenced. Under section 23 of the Public Service Pensions
Low (2004 Revision), participants of the Plan were required to initiate ther pension upon attaining
the age of 60 and s such were no longer eligible t scorue further benefits.

1L Administrative Expenses

Administretive Bponses S0juns 2011 | 30 juno 2020
Saiaries and Benefits $ 2673491 | $ 2553606
Office Accommodation 64,187 118,756
General Administrative 393,457 537,608
Actuarip! Fess 20523 9,230
Audit Fees 61,228 |
Other Profassions! Fess 84,222 132,582
Trustes Allowances & Training 17823 23,935
Tox] | S 240057

During the year, menagement recassified some expenses to better reflect the nature and
functionality of those expenses. Comesponding prior year emounts have also baen reclassified.




Pybiic Servico Pensions Board
flotes to tha Financis! Ratements
For the year ended 30 Juno 2011

12. Bensfits Due

Benefits Due represents the liablity to pay participants who had attained the age of 60 and
mmnmsiudmmmm:ommmmmxmzoum
30 June 2010. Under section 23 of the Public Service Pensions Low (2004 Revision), participants
dmmnmrmdmmmmrnmummhqeﬂmuuﬂnm
no ionger eligible to acorue further pension benefits.

13, 2011 Actuarial Valuation Report
mmwmmmmmm&m»mmmm
Statutory obiigations by preparing the 01 January, 2011 Actuarial Valuation report which was
m«:IZM,IOIIlndmtot!lendﬂmmMﬂls,m.k
mhummmmwwmmwmmmwmw
rate of comributions contained thereln, both Contridutions Received and Contributions
mmmmnsmanmsmnmmmmsmmd:nmu

approved rates. However, the 2011 Statement of Accumulsted Pian Benefits Is based on the 2011
actuariai valustion report.

14, Pension Contributions (Re: Actuarial Valuations - Effective 1 Jenusry 2003)

wwuvmﬂmemuoommwzoummmmw
mummmmmrﬂmmmmmm
Pensions Plan. These Actuarial Vsiuation Reports were completed on 12 April, 2012 and
mw&eMMMM 19,mz.nsuucﬁmmswtmmuam
approved the 2011 nor the 2008 Reports and the recommended rate of contributions contained
mnmmmcmmmmmmmmmm

vaummﬂuwbymmwwm.mwmmm
Assembly on 9 Movembar 2008,




Public Servica Penslons Boand
Notes to ths Financis! Statements
For the yesr ended 30 June 2011

14. Pension Contributions (Re: Actusrial Valuations ~ Effective 1 January 2005) (continued)

The princips! assumptions for the 2008 Actusrial Veluations (excluding the estimated retirement
ags which varied with each Pisn) used in the computation of the actuarial estimate of the pension
liabifity for each of the three named Pension Plans are as follows:

. annual salary increases of 3.5%;

i. long term infiation rate of 2.5% per annum;

Bl  valuation interest rate to discount futuse benefit payments of 8%;

v. expected long-term rate of retum on the Fund's invested assets of 8%;

v.  antidpated future pensions payments increases of 2.5% per annuim; and

vi. estimated ratirement age of 55 for the Parliamentary Pensions Plan, 57 for the Public

Service Pensions Plan, and 65 for the Judiclary Pensions Plan.

Where actuarial resuits caiculate that a Plan’s shere of Fund assets exceed the calculsted past
service liability, the Plan is said to have a Fund Surplus. Conversely, should Past Service Lisbiities
exceed a particulor Plan's share of Fund sssets, the resuft is called a Fund Defidency. Fund
Deficlencies arite mainly as a result of participants having accrued considerable Defined Benefit
entitiements prior to establishment of the Fund. Results of the Actuaral Valuations are
summarized under separate caption below for each of the Plans.

a. Public Service Pensions Plan Actusrial Veluation - 1 Jenuary 2041

The Actuaria! Vaiustion calculated a Fund Deficiency as ot 1 Janusry 2011 of $165M consisting of

the following components:
Public Service Pensions Plen {c1$ 000s)
Value of Pension Fund Allocated Assets $ 309,868 |
Past Service Uisbillty ~I475.728]
Tund Defideney #1058, 360)

The actusrial valustion calculsted 2 normal cost of 12.40%5 which is the required amount to fund
the cost of Defined Contribution benefits eamed during the cument yesr, with allowance for
future pay projections.
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MNotas to the Finandsa! Statements
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14. Pension Contributions (Re: Actuarial Valuations - Effective 1 January 2005) (continued)

The nonmal cost to fund the cost of Defined Benefit contributions was detenmined to be
15.65% during the current year. Amortization of the Fund Deficiency, attriburable to the
Defined Benefit component of the Plan, over a 20 year period results in an additiona!
contribution rate of 28.58%. Therefore, the total annual cost of the Defined Benefit
compenent of the Pian a5 at 1 January 2011 was caicuisted to be 44.23% of total pensicnable
emoiuments.

The Actuary has determined that a continuation of the current level of contributions to the DB
plan {close to 12% of salarles) is projected to result in the depietion of the D8 allocated fund
by the year 2026. it is also determinad that by the year 2013 it is expected that , under the
cusvent scenarlo, that total plan contributions (incdluding both D8 and DC contributions) will be
insufficient to meet benefit payments and expenses. The actuary recommends that the basic

12.00% employee/employer contribution rates be increased by 32.23% (to 44.23%) for the
Defined Benefit, and 0.40% (to 12.40%) for the Defined Contribution components of the Pian.

Pariismenterion Pensions Plan Actuarial Valuation ~ 1 January 2011

The Actuarial Valuation calculated a Fund Deficiency as at 1 January 20080f $12.9M consisting
of the following components:

[[Pariamentasian Pensions Plan {CiS 000s) |
Value of Pension Fund Allocsted Assets $ 3,808
Past Service Lisbliity A16.722)
Fund Balidongy LGECL Y

The actuarial valuation calculated a normal cost of 12.40% which is the required amount to
fund the cost of Defined Contribution benafits eammed during the current year, with allowsance
for future pay projections. The nonmal cost to fund the cost of Defined Benefit contributions
was determined to ba 36.473% during the current year.
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14. mw:-mmm-mzmmmw

mdmmm.Mummmwmam
Mwa&wmﬂmﬁhmmmbuﬂonmdum Therefore, the
Wmmdﬂumumwdﬂnﬂhnunlhmwum
Calculated to be 119.15% of total pensionable emoluments.

mmmmm:mmmwhwm Assets
mwummmnmuwmdummm
Tlnﬂcfsm“almiudlhientwwhmmmm Without any
Mnmtubm,&nmmﬂﬁmummmimdhmﬁm

¢ mmmmm-xmmx

mmmm.rmmumutmzou of $ 447X consisting of
tha foflowing components:

Judicial Pensions Plen
Value of Pension Fund Altocated Assets S
Past Sarvice Liability

| Fund Surplus

The actuarial valustion calculsted an annual cost of 16.77% which is the required amount to
mmmofmwmumm:mmmmmocmm
sliowance for future pay projections. The sctuary recommends 2 contribution rate of 10.76%
ummmwammmmwmmammdm
wmmmmammu&mmmmmmm
employer),

mmmmmmdmmmammmmm from the
mdmmmmeuMthmofm




Public Servica Pensions Boerd
#otes to the Rnancis! Setewments
For the year ended 30 juns 2011

15. Investment Consuitanty Fees

The Board utilizes the services of various investment Managers and other nvestment consultants
in the course of its business. During the year, the Board amployed the services of the following:

3. independent Franchise Partnars ("IFP”, as investment Manager]
PIMCO (“PIMCO”, as Investment Manager)

GMO Global Equity Fund (“GMO”, as Investmant Managar)

NG Clarion Resl Estate Sacurities, LP. ("ING", as investment Manager)
RBC Daxia investment Services ( “RBC Dexia” as Custodian)
Advisory Capital (investment Consultants)

~ 0 ap P

During the year, the 8oard discontinuad the services of the following investment managers:

3. Westemn Asset Management ("WAM®, as Investment Manager)

b. WMorgan Stanley Investment Management Ltd ("Morgan Stanley”, 2s lnvestment Manager)

The Board incurred Investment management and consultancy expenses as follows:

Investment Consultancy Fees 30-3un-2011 | 30-Jun-2010
Invastmant Menagen

Independent Franchise Partners S 1,142,086 $ 527,926
PiIMCO 537487 227,592
ING 177,573 166,137
GMQG Glabe! Equity Fund 139,623 29,304
Westem Asset Manegement o 305,793
Morgsn Staniey - 388,548
Cugtodlon

RBC Dexiz Custodiai Fees 105814 102,444
{mvestment Adviser

Advisory Captal 506|200
Total S2e00m | $3.005005




Public Service Pensions Board
Notes to the Financls! Ststements
For the year ended 30 June 2011

18. Financls! instruments
All investments are subject to one or more types of “inherent® risk which Is expected and

necessary to assume in order to achieve nesded retums. From a Pension Plan perspective,
inharent risk factors typicaily comprise of:

=~ o an o
:
¥
&

The portfolio is currently comprised primerily of investments in two pooled funds In both the
equities and fined income sectors. it is a very risk-averse strategy through which inherent risks are
mitigated primarily by adherence to asset allocation and diversification poiicies prescribed by
statute. Each class of assats is managad by separate internationally recognized money managers,
who are recommended by the Committee and approved by the Board of Trustees, thereby further
diversifying the postfolio among unrelsted managers and Investments. Performance of each
investment manager Is monitored and measured against intemational benchmerks by
independent investment consuitants (Advisory Capital). Senior Management and the Board aiso
pevform annual due-ditigence visits to each Investment managers.

Some inherent risks are fusther mitigsted by specific circumstances:

Credit Risk: Financial assats that potentially subject the Board to credit risk consist principally of
current, call and fixed deposits, long and short-term Investments, accounts and Interest recelvable
and other recelvables and prepsyments. The Boerd’s current, call and fixed deposits are placed
with high credit quality institutions. Credit risk with respect to iong and short-term investments,
accounts and Interest receiveble, and other receivabies end prepayments is Emited because the
Board oniy transacts business with counterparts it belleves to be reputable and capedie of
performing their contractusl obligations.
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16. Fnands! instruments (contirusd)

The greatest risk that the Board faces other than market related risks in terms of its investments,
is the possibility that there could be some form of pension contribution holiday. Should this
happen it would seriously impede the Boards operations, 2s it wouki then become necessary to
liquidate the investments in order to meet (ts statutory financial cbiigations.

interest Rate Risk: The Board’s interest bearing investments and deposits are at fixed interest
rates.

Infiation Risk: inflation risks are mitigated by regular review and adjustment of Pian funding, in
sccordance with the mandated Actuarial Valuations due every three years.

A risk factor unique to pension/annuity plans is Longevity Risk:

Longavity Risk: Longevity risk applies primarily to the Defined Benefit (DB) part of the Plans.
Longevity risk Is also mitigated by regular review and adjustment of the Plans funding in
sccordance with the mandated Actuarial Valuations due every three years.

Fair Values: The camying amount of current, cail, and fixed deposits, accounts and interest
receivable, other recelvables and prepsyments, demand labllities, and other lisbilitles and
payables approximated their fair value due to the short-term maturities of these assets and
lishilities. The market vaiue of lnvestments is presented In Note 4. The fair values of other assets
and Habilities are not materially different from the canying amounts.

Main Actuaria! Risks ¢o the Funding of the Fians
There are sevaral actuarial risks that can adversely impact the funding of the pian, The key ones

|
i
i
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16. Finands! instruments (continued)

Contribution Risks: This arises when contributions are not being pald In sccordance with actuarial
mmm.nmmhmmmmummmmh
enabling regulations to prescribe the recommended rates exacerhate this.

Financial assumption rsks: The most important one here Is when the assumed rate of return on
Investments is not being met. Note 16 on Financial instruments detalis some of the risks
amacisted with this. Other finsncial risks include inflation, which impacts the rate st which
pansion payments are Increasas, and pay intreases sbove those assumed in the valuation.

Demographic assumption risks: These Include retirements occurring before the expected
retirement ages, and longevity risks.

Plan structuse risks: Currently there Is considerable subsidy provided to Defined Contribution
participants in the form of very generous actuarial factors being used in the conversion of account
balances to pensions at retirement. This subsidy reduces the value of the assets that can be
aliocated to the Defined Benefit Part. in addition, there are other Inherent features of the pians,
such as the retirement pensions being based on final month's pay that can lead to adverse plan
experiences.

17, lsases and Commitments

From April 1, 2009 to March 31, 2011, the Board leased premises from TPC Umited under the
mmmmmm&dmzm-mmmmmm
rents! agreement for the ground and second floor wes a paymant of $32 / per square foot of the
mmﬁhm(&hmmmwwammwofmmmw
equal monthiy Instaiments in advance of 1 day of each month. The total main Boor and second
floor was approximately 1,632.58 sq &. and 3,915.3 sq ft respectively of gross rentable ares.
interest was to acarue at & prescribed rate (3%) on any rent or other payment of which was more
than 10 days overdue,
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17. Leases and Commitneants {continued)
On March 31, zon.mmmunmmtmmm

18. Subsequent Events

mwhmywmmymumummmwmrmmmm
financial and economic crises. mmsmmmuwmmdebtm
Mlnsremmdlnﬂulmmd(mwmmnﬂmnym
-mmm,mwmwmwmus.mmm. Significant
mmmmmmwmmmmmm

nramdwymwmmmmmmmmmm
effective December 1, 2011.

19. Related Party Transactions
oy Mencgement Porsonns]

MmMMI-tmmtmmum&nbrmwtm The
mmlm:wm.mmmm,mmm
mmmmmmwmwm.mcmmm. Total
mmwmmmhmwummmmwzmssm.

Intra-Bovarnment Agenties
mmmmmwmmmmammm«m
Auditor General during the year. During the year, the transactions amounted to $60X (2009/10 -

$wmwmm1m-$61nmmw.TMMmMmmwwa
arm's length.
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20. Pian Pasticipants
1AS 19 Accounting paiicy requires tha Public Service Pensions Board to disciose the entities to
which the assets of the fund belong and the amounts for each participant. The current pension
administration gystem daes not aliow for the breakdown of this information. The ministries and
portfolios in Public Service Pensions Plan are the following:

Audit Office

Cabinet Office

Judicisl Administration Department

Portfolio of Legal Affairs

Ministry of Rnance, Development and Tourism

Ministry of District Administration, Works, Lands and Agriculture

Office of the Complaints Commissioner

Portfolio of the Civil Servica

Portfolio of intemal and External Affairs

Ministry of Community Affairs, Gender and Housing

Ministsy of Education, Training and Employmaent
L Ministry of Heaith, Environment, Youth, Sports and Culture

s«mw)mswmmnnuwmtmmmmhm

a B OnRE A, AR e AR

21. Prior Pariod Adjustment
mmmammmmmmwm
mwsszu.mmmwmmmmmm

mwmmmmmuwmammmm
for benefits to the correct amount.



