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MINNY[O]\Y

To provide social
security and to promote
social and economic
development in

St. Vincent and the
Grenadines through
prudent financial and
people-centred

management.

VISION

To be an institution

that recognizes and
assesses changing
environmental trends
and provides Social
Security that adequately
reflects our value
system and satisfies our

customers’ needs.
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Chairman’s Message

s Chairman of the National Insurance
Board, it is always a pleasure for me to
participate in the annual review of the
National Insurance Service’s (NIS’)
operations. The year 2017 was a unique chapter
in the annals of NIS’ 30 years of operations. In
January of that year, we bade farewell to Mr.
Reginald Thomas who served the institution as
Director for just over 22 years. It was also an
exciting year for us, as we welcomed Actuary
and Chartered Financial Analyst Mr. Stewart
Haynes at the helm of the institution. We also
bade adieu to the Honourable Ralph E. Gonsalves,
the longest serving Minister of Finance with
responsibility for social security, and embraced
the new Minister, the Honourable Camillo M.
Gonsalves. Almost immediately, we, as a Nation-
al Insurance Board, embarked on new and
enhanced strategies aimed at keeping the insti-
tution sustainable. It is this paradigm shift that
engendered the theme “towards a sustainable
future” for the 2017 Annual Report. This new
thrust meant that as a Board, we had to critically
evaluate and redesign several dimensions of
how we managed the institution, from the gov-
ernance and legislative framework to identifying
where we needed organisational change.

We recognized that after 30 years, there has
been a steady trend of increased benefit pay
outs and administrative costs relating to contri-
bution income. This required us to continually
examine our assumptions to ascertain how we
can achieve a healthy balance between income
and expenditure without jeopardizing the core
mandate of NIS, which is to provide sustainable
social protection to workers and their depend-
ents of St. Vincent and the Grenadines (SVG)
through an income-replacement arrangement.
In this regard, the Board adopted a two-pronged
approach of empowering the administration to
enforce its legal mandate enshrined in the law
for non-compliance and to seek for alternative



investment opportunities locally, as well as intra
and extra-regionally. | am pleased to report that
for the period under review, several initiatives
have been undertaken in Real Estate, the Equity
Market, and bonds. Significant advantages will
be derived from these investments in the future
to assist the institution in containing the costs of
paying future benefits, and at the same time
augmenting the financial base.

‘Several initiatives have
been undertaken in Real
Estate, the Equity Market,
and bonds.’

It would be remiss of me as Chairman of the
National Insurance Board, if | did not mention
that in spite of the narrowing of the gap
between contribution income and benefits pay-
ments that, the NIS has never defaulted on its
benefit payments. Every fortnight all our quali-
fied beneficiaries receive their payments in full
as a matter of right. Currently, the NIS has over
6,669 beneficiaries who receive 3 types of long
term benefits-Age, Invalidity and Survivors-and
over 723 beneficiaries who receive Non-Con-
tributory and Elderly Assistance Age Benefits.
In 2017, the NIS paid out about $ 88,783,855.00
in this benefit category.

‘In spite of the narrowing
of the gap between
contribution income and
benefits payments that, the
NIS has never defaulted on
its benefit payments.’

In terms of human resources, the Board is

pleased to acknowledge the strides made by
Administration in the development of its internal

NIS 2017 ANNUAL REPORT

capacity by appointing a Risk Manager, a fully
fledged Human Resource Manager, a Customer
Service Manager, an Investment Manager, and a
Manager of the Legal Division. We believe that
these additions will raise the professional and
ethical standards of the institution, while at the
same time build capacity and allow for cross
divisional rotation and succession planning.

Regarding the governance framework, we con-
tinue to ensure that all committees of the Board
are functional and that policies and procedures
are reviewed in keeping with international best
practices. In 2017, the external Audit was com-
pleted in record time, way ahead of the legislated
deadline. As part of service delivery and public
accountability, the NIS utilized various fora and
media to keep its stakeholders abreast of the
operations and any new policy initiative.

Generally, | am very proud of the Board’s achieve-
ments in 2017, and | especially appreciate the
hard work of my committed and visionary Board
colleagues, management and staff of the NIS,
the past and current Ministers of social security,
other social partners, including our many stake-
holders who collaborate with the NIS in helping
the institution to achieve its Mission and Vision. |
hope that as a Board we can continue to work
indefatigably towards our vision of a sustainable
NIS. Let us continue to build on the momentum
for change and propel ourselves to learn more
about social security and enhance our impact
even further in 2018.

™

Lennox Bowman

Chairman



Minister’s Review

s the new Minister of Social Security, it is

my distinct honour to join in congratu-

lating the National Insurance Services

(NIS), after 30 years of operations in

Saint Vincent and the Grenadines. | am justly

proud to report that since its inception in 1987,

the NIS has acted as a catalyst, creating oppor-

tunities for the beneficiaries of this system and,

in particular, helping poor and indigent NIS

contributors to meet their basic necessities and

to cope with the vicissitudes of life in their
golden years.

Although the NIS is a statutory organisation, the
Ministry of Finance, and by extension, the Gov-
ernment of Saint Vincent and the Grenadines, is
charged with oversight responsibility in ensur-
ing that the system is sustainable over the life of
the system; since we are the ultimate guarantor
of the funds in the event of any financial down-
turn or unforeseen contingency. It is precisely
because of this reality, and in this context that
my Ministry must ensure that recommendations
made by the Actuary are seriously evaluated
and expeditiously implemented, wherever prac-
tical. Although adjustments to the structure of
the NIS are often accompanied by challenges
from legitimate interest groups, and partisan
opportunists, my paramount consideration is the
role of social security in providing a cushion for
its members in the event of temporary or perma-
nent contingencies. Accordingly, the recommen-
dations of the Actuary and the health of social
security will not be sacrificed on the altars of
special interest appeasement or political expedi-
ency. | therefore embrace your theme - “towards
a sustainable future” - as particularly apt.

Sustainability, in the context of social security,
means that the system should be resilient to
meet future uncertainties. Any meaningful
attempt to achieve this objective must neces-
sarily ensure that the NIS has the ability to meet




‘l am suggesting that the
NIS develops its digital
platform and re-engineers
its business processes...’

its obligations when they fall due. It is this
consciousness that necessitated parametric
reform to the St. Vincent and the Grenadines
system so that the Fund can remain solvent.
Even as the parameters are adjusted, the NIS
must also focus its attention on continuing to
strengthen and improve its service delivery.
Given the expansion in E-services and the prolif-
eration of technological advances, | am suggesting
that the NIS develops its digital platform and
re-engineers its business processes - as a means
of improving its operational efficiency and keeping
the system relevant, especially to our younger
generation.

Although these innovations are of crucial impor-
tance, they cannot be undertaken without
paying attention to the costs of administering
the system. As such, the NIS cannot let down its
guard in relation to collection of contributions
and expanding coverage. | am strongly advocat-
ing that the law be strictly enforced against
non-compliant employers. Further, NIS should
seek to establish collaborative relationships with
Government agencies, banks, and other collec-
tion agencies to issue certificates of good stand-
ing with the NIS before business is transacted.
Those employers that shirk their obligations to
the NIS should understand that they will not be
able to avail themselves of the concessions,
subsidies, contracts and assorted benefits that
they could otherwise expect from the State.

In the necessary exercise of expanding coverage
throughout Saint Vincent and the Grenadines, it
is important for the NIS to reach out to persons
in the Informal sector. As a starting point must
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further our serious discussions on mandatory
coverage of the self-employed. This would satis-
fy the guidelines established by the ILO, which
recognise that social security is a fundamental
human right, and should be extended to all
workers. In spite of the perceived challenges, |
firmly believe that more persons, particularly
those in the lower income strata, should be
registered, thereby reducing dependence on the
social welfare system. As a proactive institution,
the NIS should continue study these issues,
make pragmatic, workable suggestions, and
promote the ILO’s decent work agenda, which is
to promote decent work for all.

In the necessary exercise
of expanding coverage
throughout Saint Vincent
and the Grenadines, it is
important for the NIS to
reach out to persons in
the Informal sector.

In closing, | wish to reiterate the Government’s
wholehearted appreciation to the Board of
Directors, the Management and staff of the NIS
for making the NIS a flagship institution in the
non-banking financial sector in Saint Vincent
and the Grenadines, and across our region. | look
forward to strengthening the collaborative
relationships with the NIS as we continue to
champion the cause of all the stakeholders
whose common interests we hold in trust.

V2 .
Hon. Camillo M. Gonsalves

Minister of Finance, with responsibility for

social security



Served with Distinction.

Valete!

Hon. Ralph Everard Gonsalves
Minister with responsibility for National
Insurance: March 2001 - December 2017

n assuming the office of Prime Minis-
ter of St. Vincent and the Grenadines
in March, 2001, the Hon. Ralph E.
Gonsalves also took the reins of
Minister with responsibility for Social Security
(National Insurance) and has the distinction of
being the longest serving Minister to have held

that portfolio. The Honourable Ralph Gonsalves
understood the pivotal role that the National
Insurance Services (NIS) played in the economic
and social development of St. Vincent and the
Grenadines (SVG). He was always aware that
National Insurance guaranteed its contributors
a better life in the event of contingencies by
providing a cushion to replace lost income.
Undoubtedly, many of the social and economic
programmes that are enshrined in the social and
economic fabric of SVG as a result of input from
the NIS can be attributed to his dynamic and
visionary leadership. Some of the highlights
achieved during his incumbency are:

e 100% Mortgage finance for public servants

e Introduction of voluntary coverage for undoc-
umented nationals in the Diaspora

e Student Loan programme including the economi-
cally disadvantaged loan for persons accessing
university education

e Construction of the two Golden Years’ Activity
Centres at Cane Grove and Black Point

e Construction of the ultra-modern NIS’ Head-
quarters

e Purchase of the Ultra sound and CT Scan
machines for the Milton Cato Memorial Hospital
(MCMH)

e Introduction of the Elderly Assistance benefit
(EAB)

e Ratification of the Maritime Convention to make
seamen eligible as employees under the NIS

The Board of Directors, Management and staff
of the NIS say a heartfelt thank you to the Hon-
ourable Ralph E. Gonsalves for the unstinting
service that was portrayed during his tenure of
service as Minister with responsibility for National
Insurance.



Served with Distinction.

Valete!

Reginald F. Thomas
Executive Director
May 1994 -January 2017

n January 31, 2017, the National Insur-
ance Services (NIS) bade farewell to
Mr. Reginald F. Thomas after serving
that institution for 39 years. He spent
twenty- two (22) of those years in the capacity as
Executive Director before accepting the position

of Director of the Inter-American Conference on
Social Security (CIESS) in Mexico City.

Mr. Reginald Thomas was appointed the Execu-
tive Director of St. Vincent and the Grenadines
National Insurance Services in May 1994. Prior
to that time, he served as Deputy Executive
Director. Prior to taking up the position of the
Director of the CIESS, Mr. Thomas served as the
Co-ordinator of Sub-region IV of the Inter
American Conference on Social Security, which
includes North America/Canada and the English
speaking Caribbean. He was a former Board
Member/Deputy Chairman of the Eastern Carib-
bean Home Mortgage Bank and served as a
Director on the Board of the Eastern Caribbean
Security Exchange (ECSE).

During his stint as Director of NIS SVG Mr. Thomas
would have made several presentations on
matters relating to social security in the region-
al and international arenas. Some of his papers
include a presentation on AIDS at the 6th Tech-
nical meeting of The Commission on Organiza-
tion and Administrative Systems (CAOSA) in
Guatemala in May 2000, a paper on Techniques
for Actuarial Valuations in June 1999 and a paper
in Cuba on Contemporary problems in pension
systems.

The introduction of the computerized opera-
tions of the NIS is directly attributable to Mr.
Reginald Thomas’ legacy. The Board of Direc-
tors, Management and staff of the NIS acknowl-
edge Mr. Thomas’ contribution to the NIS over
the years of his service in the position of
Executive Director and wish him success in
his new role.
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Welcome.

Salve!

Stewart K. Haynes
CEO, National Insurance Services

he National Insurance Board, Management
and staff extended sincere congratulations
to Mr. Stewart K. Haynes of Queens Drive
on his appointment as the new CEO
(DIRECTOR) of the National Insurance Services.
The appointment took effect on February 01, 2017
following the resignation of Mr. Reginald Thomas
who accepted the position as Director of the
Inter-American Conference on Social Security
in Mexico City.

Mr. Haynes is a Fellow of the Institute of Actuaries
(Qualified Actuary), and is the first Vincentian to

have achieved this professional designation. He is
also one of few Vincentians who hold the pres-
tigious designation of Chartered Financial Analyst
(CFA). He also holds a BSc in Actuarial Science
from the renowned London School of Economics
and an MSc in Actuarial Management from
CASS Business School London, with a specialty
in Investment Management. He has been serving
the National Insurance Services since 2005 in various
capacities as Research and Investment Analyst,
Statistician and most recently as Investment Manag-
er. He has performed remarkably well in all of these
positions. Mr. Haynes is a former National Scholar of
St. Vincent and the Grenadines (1998).

Prior to joining the NIS, he served at the former
National Commercial Bank, St. Vincent and the
Grenadines Electricity Services, taught as a
teacher at the St. Vincent Grammar School, and
as a Statistician with the Government of St.
Vincent and the Grenadines at the Central Plan-
ning Division. He also has experience working
with several Social Security Systems in the
region as an Actuarial Analyst and has gained
extensive experience from serving as a Director
with the Financial Services Authority (FSA),
Chairman of the Credit Committee for GECCU,
and Chairman of the National Student Loan
Company. Further, he continues to provide the
Board with sound actuarial advice and was
instrumental in the reform initiative of the
National Insurance Services that was undertaken
in 2014.

We are confident that with Mr. Haynes’ rounded
experience and qualifications that the NIS will
continue to progress in the dynamic business
environment and that he will serve in the best
interests of all stakeholders.
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Timeline

2001

New Prime Minister
and Minister with the
responsibility for
National Insurance
Hon. Dr. Ralph
Gonsalves, new
Chairman, Mr. Lennox
Bowman and
appointment of new
Board of Directors

2002

Launching of “Walk
Through...Layman’s
Guide to NIS” by
Ms. Mineva Glasgow

2001

The 5th
Actuarial
Review was ]

completed 2003

Golden Years
Activity Centre-the
Year 2003 signalled
the commencement
of the Golden Years
Activity Centre at
Cane Grove

[ |

2003
Re-launching of
“NIS on Wheels”
Public Education
Programme

2004

Official name

change from
“National Insurance
Scheme” to “National
Insurance Services”

2004

Launching of

the Self-employed
programme for
market vendors

| |

2004 & 2005
Opening of NIS
Golden Years
Activity Centres
at Cane Grove
and Black Point

2005
Launching of
“NIS Made
Simple for
Schools” by
Ms. Mineva
Glasgow

2006

Launching of
E-Submit Software
to facilitate electronic
submission of
records

[ |

2006
Insurance Earnings:
Monthly-$4,333
Weekly-$1,000

2006
Establishment
of NIS Medical
Board

2008
Presentation
of the NIS
Carnival
Monday
T-Shirt Band
dubbed “Magic
Monday”

[ |
2007&

N
2007

NIS 20th Anniversary

Activities:

+ Church Service

+ Hosting of the Caricom
Social Security Heads Meeting

- Panel Discussion-
“The Future of Social Security
in the English Speaking
Caribbean”

- School Rally

- Open Day and Pensioners
Fun Walk

+ Launching of the NIS “Heritage
Groovers Musical Band”

+ Donation to the School for
Children with Special Needs

2008
Opening of the
NIS new Headquarters

2008

Opening of
the NIS Union
Island Land
Service Centre

2001 2002 2003

2004 2005

2006

2007

2008



2013

Opening of

the Document
Management Division.
The Division was
established to assist the
NIS in the efficient ]

documents/records Hon. Ralph E. Gonsalves
as Minister with
responsibility for National
2013 Insurance, bade farewell
NIS SVG hosted the to Mr. Reginald Thomas as
- ISSA Good Governance Director of National
2009 2013 workshop for the Insulr ancegidrwg(:s, an(i
i elcomed Mr. Stewar
Adoption of the ILO Ocupational Launching of the CARICOM Social W W

Health & Safety in the Workplace;
Adoption of the ILO Decent Work
Agenda

NENNEEEEEEEEN NN NN SN EEENEEEEEEEE NN NNNANNF N EEEEEAEEEEENNNEN NN EEEEEEREEEEENNNNNEEENEEN
2015

2009 2010

storage (electronic and
retrieval of

enhanced version
of the E-Submit
Software

2011

2013

Security Institutions

2014

- 2015
January 5, 2010 holitlg ds Xg
gz‘llirc‘;he‘i OSH CARICOM
Social
Security
Agreement
[ |
2010
International Social
Security Association
(ISSA) Best Practice [ |
Award for the Americas 2015
Hosted
Pensioners’ [ |
N Appreciation 2016
2009 Day Hosted
HOStlng of ] CARICOM
the .Reglonall October 01, 2010 Heads of
Social Security Initiated the Social Security
Easter Games. International Day Meeting
St Vincent NIS of the Elderly
Sports Club [ |
Placed 1st 2014
u Opening of
2011 new service
Opening of the centres in
NIS Research Georgetown
Centre and Bequia

2017
Bade farewell to

Haynes as the new
Director of the National
Insurance Service

2016 2017
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DIRECTOR’S REPORT FOR
2017 ANNUAL REPORT

On February 1st, 2017, the National Insurance Services embraced an important, smooth and
effective transition in leadership at the helm of the institution. Mr. Stewart Haynes, CFA, FIA
succeeded Mr. Reginald Thomas who faithfully served as Director for over two decades. The
visionary and astute Board must be commended for its sound and practical succession plan
that underpinned the seamless and successful leadership transition process. In addition, Mr.
Reginald Thomas must be recognised for his critical role in the transition process by handing
over an institution in the mode of sustaining success with limited need for realignments to
optimise performance within the short term.

During the fiscal year 2017, the NIS recorded material progress in its operations, where it
provided sustainable social protection to approximately 44% of the national population and
accumulated an asset base, which represented 25% of the National GDP. This systemically
important financial and social institution produced the healthy results within a many-sided
challenging environment because it took account and responded to the environmental factors
that have material influences on the finances and sustainability of the social protection
framework. The NIS operated within the following environmental context:

e Economic Landscape - The small and open features of the local economy means
that global economic activities have knock-on effect on local economic activities largely
through tourism, foreign direct investments, trade and remittances. In 2017, the global
economy recorded the fastest growth of 3.8% since 2011.This healthy economic upswing
is also the broadest synchronized growth upsurge since 2010. Over 120 economies,
accounting for three quarters of the world’s GDP posted year-on-year growth in 2017.
The catalysts of the strong 2017 global growth were rebounded in global trade, invest-
ment recovery in advanced countries and continued strong growth in emerging Asia. The
growth trends were also present in the regional economies except for Trinidad. The Trini-
dad economy contracted by 1.9% in 2017.0n average, the ECCU economies expanded in
2017 at 1.8% compared to 2.9% in 2016. Economic activities expanded in six of the eight
territories. Negative growth was witnessed in the hurricane-stricken territories, namely,
Anguilla and Dominica. The local economy was estimated to have expanded by 1.6% in
2017 slightly higher than the 2016 level of 1.3%. The local economic growth was driven by
expansion in the construction and manufacturing and transport sub-sectors. The local
economy remains vulnerable to adverse climate conditions, burdensome fiscal challenges
and sizeable debt levels.
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e Demographic Landscape - One of the greatest challenges facing the NIS
over the next few decades is the demographic shift of the population. The
demographic structure would be shaped by the declining fertility rate, which
is projected to decline from 2.16 in 2017 to 1.8 in 2025, and the increase in life
expectancy at birth. Life expectancy at birth is estimated at 73 years for males and 77
years for females. The incidence of population aging and decline implies that a shrinking
group of workers and contributors will be asked to support a growing group of pen-
sioners. Consequently, the scheme dependency ratio (ratio of workers to pensioners)
is projected to decline from about 5.6 in 2017 to 2.0 in 2076.

e Labour Market Dynamics - Notwithstanding the sparse availability of current
data on national labour market statistics, the level of unemployment is approximated
above 15% with youth employment exceeding this general unemployment level. Most
new jobs are created in the informal and self-employed sectors where social security cov-
erage is low. In the formal sector, the Government played an outsize role in employment.
In the banking sector, there was evidence of staff rationalisation owing to cost contain-
ment strategies and use of ICT to deliver banking services.

e Financial Markets Developments - The Trust Funds are invested in both
international and regional financial markets. The international financial equity markets
rallied in 2017 and investors, including the NIS, benefited from the upswing in the US
equity markets. The international equity markets recorded stellar double-digit growth in
2017. NASDAQ Composite, Dow Jones Industrial Average Index and Standard and Poor’s
500 index posted solid upswings ranging from 18% to 28%. However, the yield con-
strained fixed income environment tempered growth in the fixed income portfolios. The
low interest rate environment and nascent regional capital markets dampened total
returns (income generation and capital appreciation) on the regional portfolio. The low
interest rate environment elevates the reinvestment risks faced by NIS in the review
period because matured funds had to be reinvested in lower yielding assets.

The successful operational year was also attributed to the timely and strategic allocation of our
limited technical, human, financial and administrative resources in to the areas of contribution
collection and compliance, coverage, cost containment, prudent investment management and
corporate governance.
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CONTRIBUTION COLLECTION AND COMPLIANCE

The NIS provides a comprehensive package of social security benefits, which is financed by a
mandatory payroll contribution for employees. The total contribution rate for NIS is 10%, of
which 5.5% is paid by employers and 4.5% by employees. The self-employed workers can also
voluntarily participate in the program by paying 9.5%, which provides coverage for long-term
benefits and short-term benefits.

For the first time in NIS’ history, the total contribution income marginally declined from $61.7
million in 2016 to $61.2 million in 2017. Whilst cash contribution collection in 2017 was higher than
in 2016, the increase in impairment allowance for contribution receivable and a more conserva-
tive recognition of contribution receivable attributed to decline in total contribution. The effects
of the increased provision outweighed gains made by the increase in active insured population
from 34,565 in 2016 to 34,923 in 2017 and growth in average weekly insurable wages from 402.13
in 2016 to $432.70 in 2017. The table below shows the movements in contribution income from
2013 to 2017:

Contribution Income

70,000
60,000

61,217 61,764

50,000
40,000
30,000
20,000
10,000

0
CONTRIBUTION INCOME [EC$000S]

= 2017 =2016 =2015 =2014 =2013

The main drivers of contribution income are the active insured population, the contribution rate,
the average insurable wages and contribution density. In the review period, the contribution rate
remained fixed at 10%. The 5-year positive movements of the active insured population and aver-
age weekly insurable wages are presented in charts below;
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No. of active employees

35,500

35,000

34,500
4,000

2015

® No. of active employees

AVERAGE WEEKLY INSURABLE WAGES

- Average weekly insurable wages

An improvement in debt collection strategies led to the increase in contribution arrears from
$3.6 million to $7.1 million. As at the end of 2017, the outstanding contributions from private
sector to the NIS stood at an unacceptable level and would be vigorously pursued by the NIS.
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BENEFITS

The NIS currently offers three types of social security benefits-short-term benefits (maternity
and sickness), long-term benefits or pensions and employment injury benefits. The NIS also
administers payments relating to National Provident Funds.

The long-term benefits including age, invalidity and survivors’ pensions account for the majority
of benefit outlays. At the end of 2017, the long-term benefit branch accounted for 90%of benefit
outlays. The size of this branch will only increase over time as the system matures (transitioned)
into predominantly pension based rather than grant based) and population aging continues.

Benefit outlays grew by 6.6% in 2017 compared to previous year, moving from $57.1 million to
$60.9 million. As expected, in a maturing plan, the steady growth in pensions was the major
driver of benefit payments in 2017. The advancement in pensions was supported by a 5% growth
in the pensioners’ population from 6,892 at the beginning of the review period to 7,254 at the
end of review period. Additionally, average weekly pensions recorded a strong 12% growth in the
review period. The pattern of benefit growth in the last five years is presented in chart below:

Benefit Expenditure

70,000

60,000

50,000
40,000
30,000
20,000
10,000
0

BENEFITS [EC$000S]

= 2017 =2016 m=2015 =2014 w=2013
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As time progresses, the current contributors are amassing a larger contribution history and the
replacement rate for new retirees will approach the statutory maximum. Consequently, the aver-
age pension for new retirees would increase. However, the phased implementation of the 2014
reform measures (including gradual increase in pension age and changing accrual rates) tem-
pered the pace of benefit growth. The year-on-year growths in the pensioners’ population and
average weekly pensions are schematically presented below:

No. of pensioners

o No. of pensioners

7,400
7,200

7,000 A

6,800 6 502
6,600

6,400

6,200

6,000

5,800

5,600

5,400

2017 2016 2015 2014 2013

AVG. WEEKLY PENSIONS

— Avg. Weekly pensions

e~ 13416
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ADMINISTRATIVE EFFICIENCY

The NIS incurs administrative expenses in performing its core functions of collection of contribu-
tion, record keeping, asset management, benefit adjudication and payments and other ancillary
services. The level of administrative expenses needs to be managed as they have the potential
of exacerbating NIS’ financial difficulties. For this reason, a target was set in 2017, to attain
an administrative efficiency ratio (ratio of administrative expenses to contribution income)
of 15 cents.

Whilst the nominal value of administrative expenses anaemically declined from $10.49 million in
2016 to $10.46 million in 2017, the administrative efficiency ratio remained flat at approximately
17 cents. This level of administrative expenses is considered high relative to regional standards,
but, on the other hand, the small size of the system precludes NIS from benefiting from econo-
mies of scale. The last actuarial report commended the Board and Management for taking bold
steps to reduce administrative expenses. The management would continue to build a cost-con-
scious culture within NIS and utilise ICT to contain cost and improve service delivery. The 5-year
movements of administrative expenses are outlined in the chart below;

Administrative Expense

11,000
10,800
10,600
10,400
10,200
10,000
9,800
9,600
9,400
9,200
0

ADMINISTRATIVE EXPENSES [EC$000S]

= 2017 =2016 =2015 = 2014 m=2013

TRUST FUNDS

The NIS operates a pay-as-you-go and partially funded social security system. In this context,
excess contributions that were not required to finance recurrent expenditure are deposited in
the NIS’ trust funds, which are in turn invested in a variety of asset classes. Safety (preservation
of system’s assets), liquidity (having funds available to meet financial obligations when fall due)
and yield (achieve optimal returns) remain the guiding principles for the fund managers.
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At the end of 2017, the asset base stood at $496 million, representing a 2.4% growth over previ-
ous year. Investment assets accounted for approximately 89% of the total asset base in 2017 and
the remaining 11% of assets are non-earning investment income. The growth in assets in the last
five years is presented below:

Total Assets

500,000
490,000 496,086
480,000
470,000 1 470,815
460,000
450,000
440,000
430,000
420,000

449,629

TOTAL ASSETS [EC$000S]

= 2017 =2016 m=2015 = 2014 =2013

Reserves which are viewed, in social security context, as the amount set aside to meet future
expenses stood at $490.8 million at end of 2017 compared to $478.5 million in 2016. The positive
net income of 10.2 million in 2017 contributed to growth in reserves. Of the $490.8 million
reserves, invested assets back $441.2. This revealed a 90% efficiency ratio of in which assets are
productively invested.

During the review period, the investment strategy focused on achieving a calibrated balance
between income generation and capital preservation. Within this framework, the NIS made
progress in improving the risk/return profile of the investment portfolio through de-risking and
diversifying strategies. Both internal and external managers were used to enhance the ris