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DECLARATION BY TRUSTEE

In our opinion the accompanying consolidated statement of comprehensive income, consolidated statement of financial 

position, statement of changes in net assets attributable to unit-holders, consolidated statement of cashflows, together with 

the notes to and forming part of the Financial Statements, have been properly drawn up so as to respectively exhibit a true and 

fair view of state of affairs of the Fund as at 31 December 2011, and its performances for the year then ended.

For and on behalf of the Board of Directors of the Trustee

DECLARAT ION  BY  TRUSTEE PAC I F I C  BA LANCED  FUND
ANNUAL  REPORT  2011

2.   Trustee’s Charter

2.   Trustees Vision, Philosophy and Strategies

3.   Chairman’s Review

4.   Trustee Board and Committee Members

4.   Unit Trust Fund Managers

5.    Financial Performance and Member Analysis

6.  Trustee’s Report

8.   Fund Investment

9.   Investment Report

10.    Report of the Independent Auditors

12.   Consolidated Statement of Comprehensive Income

13.   Consolidated Statement of Financial Position

14.   Consolidated Statement of Changes in Net Assets Attributable to Unit-Holders

15.   Consolidated Statement of Cash Flows

16.   Notes to Financial Statement

32.  Declaration by Trustee

➜page+content
Contentspage

32 1
www.mtsl.com.pg www.mtsl.com.pg



The Trustee will:
> Act in accordance with the Unit Trust Fund’s Trust Deed and Securi
 ties Act, plus other governing laws.
> Act in the best interests of the Unit Holders at all times, taking into 
 account the position of each class of member.
> Act prudently, honestly, with integrity and in good faith having 
 taken appropriate professional advice.
> Seek to safeguard members’ benefits by managing Unit Trust funds 
 effectively.
> Communicate to all members regularly and in a clear and concise 
 way.
>  Deliver a high level of service to all members

TRUSTEE’S 
CHARTER

PA C I F I C  B A L A N C E D  F U N D
A N N U A L  R E P O R T  2 0 1 1

VISION
Our vision is to be Papua New Guinea’s and Melanesia’s 
finest home - grown trustee and fund management 
company, supervising, protecting and building the 
wealth and assets of its people, local businesses and 
government institutions in short to medium and long 
term. 

PHILOSOPHY
Our corporate philosophy is providing best shelter for 
your hard earned savings and to build your financial 
strength, increase your net worth, and raise your status 
within the community.  As a private trustee, fund 
manager and, investment and trade advisor, we are in 
the best position here in the country and Pacific to fulfil 
our corporate philosophy in every sense of the word.  
We are able to safe guard your estates, savings and 
investment, and multiply your net worth through the 
best investment vehicles available and provide you with 
the best investment advice.

CODE OF ETHICS 
MTSL pride itself in the values of integrity, credibility and 
business ethics whilst striving to maintain the highest 
standards of trust and confidence for our clients.

OUR STRATEGIES
The business objectives based on the range of services 
we offer, comes in four categories; 

Growth Strategy
Establish the appropriate investment and wealth 
management trusts which can provide income and 
capital growth over the medium to long term period.  

Trustee Strategy
Strive towards offering the best shelter for hard – earned 
savings from contributors for income and future financial 
security.  

Fund Management Strategies
The approach will be to actively manage the fund and 
seek to meet its objective of producing income while 
pursuing medium to long-term capital growth.  

Investment and Trade Advisory Services
MTSL will strive towards providing the best investment 
and trade advisory services for its clients based on local 
investment knowledge supported by offshore investment 
advisory services. 

TRUSTEE’S VISION, 
PHILOSOPHY AND STRATEGIES

Related party schemes’ unit-holdings
Parties related to the Fund (including MTSL, their related parties and other schemes), held units in the Fund as follows:

2011
Unit-holder 

Number of 
units held 
opening 
(units)

Number of 
units held 

closing (units)

Interest held 
(%)

Number of 
units acquired 

(units)

Number 
of units 

disposed 
(units)

Distributions 
paid/payable 

by the Fund (K)

MTSL 12,000 12,000 0.1% - - -

Investments
The Fund held investments in the following schemes which are also managed or its related parties:

2011
Unit-holder 

Number of 
units held 
opening 
(units)

Number of 
units held 

closing (units)

Interest held 
(%)

Number of 
units acquired 

(units)

Number 
of units 

disposed 
(units)

Distributions 
paid/payable 

by the Fund (K)

Pacific Property 
Trust 13,000,000 13,000,000 25.5% 13,000,000 - -

The fund did not hold any investments in PEIL or its related parties during the year.

Other related parties;
(i) The following related parties have been identified.

Entity Note
Country of 

incorporation
Ownership

Interest

2011 2010

Melanesian  Metals Corporation (MMC) PNG 100% 100%

Mineral Resources Operations  (MRO) PNG 100% 100%

Pacific Property Trust (PPT) PNG 25.5% 25.5%

1. EVENTS OCCURING AFTER THE BALANCE SHEET DATE
Several significant events have occurred since balance date which would impact on the financial position of the Fund 
disclosed in the balance sheet as at 31 December 2011 or on the results and cash flow of the Fund for the year ended 
on that date.

(a) K18 million Distribution Payment
A special board meeting was convened on the 31st March 2012 where the Board of MTSL after considering future earnings 
and growth prospects has resolved to declare a total of K18,813,319 in total distribution to the Unit Holders of Pacific 
Balanced Fund for the years ended 2003 to 2009 inclusive.  The distribution paid to date is K10,267,558.

(b) Units Verification exercise
MTSL embarked on rebuilding the shareholder registry with73% of Unit Holders now verified through the nationwide 
road show.

2. CONTINGENT ASSETS, LIABILITIES AND COMMITMENTS
There are no outstanding contingent assets, liabilities or commitments as at 31 December 2011.

NOTES  TO  AND  FORMING  PART  OF  THE 
F INANC IAL  S TATEMENTS
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Chairman’s Review 
It is once again a pleasure to announce 
to you all the continued outstanding 
performance of your Pacific Balanced Fund 
(PBF)

You will recall my Statement to you last 
year of the strong performance that was 
generated by PBF where fund value stood at 
K272.1m. This year, 2011, your Fund value 
has grown to K320.2m, a staggering growth 
of just over 15%.

The continued growth of your Fund is driven 
by several features which are;
1. an investment portfolio with assets in 
 PNG’s top companies
2. a fast growing domestic economy, and
3. a strong and focused management 
 approach by MTLS to ensure PBF gets 
 its full value from its portfolio,

Another significant milestone achieved in 
2011 was the continued reduction in the 
audit qualifications by independent auditors 
Deloittes. Since we started the clean up 
of your Fund at the end of 2008, we have 
worked extremely hard to set accounting 
and reporting principles to international 
standards and in line with best practice 
standards found in the fund management 
industry. I am happy to report that these 
2011 accounts are now qualification free and 

CHAIRMAN’S
REVIEW  JOHN SANDAY CHAIRMAN

we only have one matter outstanding relating to the reconciliation of 
the number of units holders on record.

A PBF Fund Administration Office was opened in July/August of 2010 
with appropriate human, technological and financial resources to 
pursue the verification of unit-holders in PBF and to up-date and 
upgrade personal records. To that end, several paid advertisements 
using both print media and radio broadcast commended early this 
year to raise awareness throughout the country on the  need for 
unit-holders of the old ICPNG to come forward with their old share 
certificates so their records in our database system can be updated 
and upgraded to comply with current laws.

In addition to the media campaign, MTLS sponsored large national 
events like the Annual Tru Kai Fund Run to help in disseminating the 
news of the PBF office opening and verification Excise.

During 2011, the Fund Administration Office also conducted a Unit-
holder verification road show to the province of Enga, SHP, WHP, 
SIMBU, EHP, Morobe, Madang, WNBP, ENBP and the NIP to take the 
message and information of the cleanup excises in the account of 
PBF, and to reassure them of the integrity and the value of their units 
in PBF and taking the opportunity to verify and update their personal 
records in our database system. The result of this road show has been 
encouraging and further road-show are planned for the coming years.

In closing I would like to pay special word of thanks to all you 
unit-holders for your patience and understanding for this long 
and arduous process of cleaning up the accounts of the Fund 
and the use of world class accounting and auditing house such 
as PricewaterhouseCoopers, Deloittee and KPMG who have all 
contributed immensely in bring the financial records and accounts 
of PBF to international accounting standards for which we can all be 
proud.

I also would like to take this opportunity to thank fellow Board 
Directors for their counsel, guidance and strong resolve to see 
through all the challenges associated with cleaning up your Fund. I 
look forward to their continued support in the coming years.

It would be remiss of to sign off without saying a big word of 
appreciation to the management of MTSL for their diligence and 
professionalism for the effort thus far.  Whilst it has been possible 
without the huge effort put in by Kennedy and his team at MTSL and 
I stand proudly before you to pay gratitude to them for a job well 
done.

John Sanday | Chairman
Melanesian Trustee Services Limited

PA C I F I C  B A L A N C E D  F U N D
A N N U A L  R E P O R T  2 0 1 1

All related party transactions are conducted on normal commercial terms and conditions. The transactions during the year 
and amounts payable at year end between the Fund and the investment manager were as follows:

Consolidated PBF

2011
K

2010
K

(Restated)

2011
K

2010
K

(Restated)

Management fees for the year 3,548,685 2,556,106 3,548,685 2,556,106

Accrued management fees at the end 
of the year 3,955,689 4,402,874 3,955,689 4,402,874

Trustee’s fees and other transactions
Under the terms of the Trust Deed, the Trustee is entitled to receive fees, calculated as follows: 
 (i) 0.5% (2010: 0.5%) per annum of the Value of the Assets plus any commitments to purchase or acquire 
  assets

All expenses in connection with the preparation of accounting records and the maintenance of the unit register are reimbursed 
in accordance with the Trust Deed.

All related party transactions are conducted on normal commercial terms and conditions. The transactions during the year and 
amounts payable at year end between the Fund and the investment manager were as follows:   
     

Trustee fees for the year  1,774,343 1,278,934 1,774,343 1,278,934

Accrued trustee fees at the end of the 
year 3,572,912 2,362,460 3,572,912 2,362,460

Performance fees and other transactions
Under the terms of the Trust Deed, the Trustee is entitled to receive fees, calculated as follows:
 (i) 0.75% (2010: 0.75%) per annum of the amount by which the Annual Return exceeds the Benchmark Return.

All expenses in connection with the preparation of accounting records and the maintenance of the unit register are reimbursed 
on accordance with the Trust Deed.

All related party transactions are conducted on normal commercial terms and conditions. The transactions during the year and 
amounts payable at year end between the Fund and the investment manager were as follows:

Performance  fees for the year 904,543 2,254,003 904,543 2,254,003

Accrued performance fees – 
MTSL 5,682,713 4,778,170 5,682,713 4,778,170

NOTES  TO  AND  FORMING  PART  OF  THE 
F INANC IAL  S TATEMENTS
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Fund Manager
The fund manager of PBF for the period 1 January 2008 to 11 November 2008 was PEIL. PEIL ceased to be fund manager from 
11 November 2008 and MTSL was appointed as interim fund manager.

Trustee
The Trustee of PBF for the period 1 January 2008 to 31 December 2011 was MTSL.

Key management personnel
(a) Directors

Key management personnel include persons who were directors at any time during the financial year as follows:

Melanesian Trustee Services Limited (Trustee)
John Sanday (appointed 19 April 2000)
Joshua Bakirie (appointed 18 July 2005)
Arthur Vera (appointed 5 Oct 2009)
Philip Kende
Warwick Vele

(b) Other key management personnel
There were no other persons responsible for the planning, directing and controlling the activities of the Fund, directly or 
indirectly during the financial year.

The Chief Executive Officerof MTSL for year ended 31 December 2011 is Kennedy Wemin, the Secretary is Peter Mase and the 
Chairman is John Sanday.

Key management personnel compensation
Key management personnel are paid by MTSL.  Payments made from the Fund to MTSL do not include any amounts attributable 
to the compensation of key management personnel.

Key management personnel loan disclosures
The Fund has not made, guaranteed or secured, directly or indirectly, any loans to the key management personnel or their 
personally related entities at any time during the reporting period.

Other transactions within the Fund
Apart from those details disclosed in this note, no key management personnel have entered into a material contract with the 
Fund since the end of the previous financial year and there were no material contracts involving director’s interests subsisting 
at year end.

Fund manager’s fees and other transactions
Under the terms of the Trust Deed, the fund manager is entitled to receive management fees, calculated as follows:
(i) 1.00% (2010: 1.00%) per annum of the aggregate of the Value of the Assets plus the commitments to purchase or 

acquire Assets;
(ii) (a) 7.5% (2010: 7.5%) of the amount (if any) by which the Annual Return for the Financial Year exceeds the Benchmark 

Return for the Financial Year; or
(b) nil if the Annual Return for the Financial Year does not exceed the Benchmark Return for the Financial Year.

All expenses in connection with the preparation of accounting records and the maintenance of the unit register are reimbursed 
in accordance with the Trust Deed.

NOTES  TO  AND  FORMING  PART  OF  THE 
F INANC IAL  S TATEMENTS
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Trustee Board
The following persons held office as directors of Melanesian Trustee 
Services Limited (Trustee) during the year or since the end of the year 
and up to the date of this report:
i. John Sanday 
 Executive Chairman (appointed 19 April 2000)
ii. Arthur Vera
iii. Joshua Bakirie
iv. Vai Reva
v. Philip Kende
vi. Warwick Vele

Board Committees and Committee Members No Board Committees were 
created during the year.

TRUSTEE’S BOARD and
COMMITTEE MEMBERS

FUND MANAGER
Melanesian Trustee Services
PO Box 847
Port Moresby 121
National Capital District
Phone : + 675 321 0560
Fax : + 675 321 0563 

LEGAL SERVICES
Fairfax Legal
PO Box 1265
Waigani
National Capital District
Phone : + 675 325 6521
Fax : + 675 325 3869 

UNIT TRUST
FUND MANAGERS

FINANCIAL SERVICES
PricewaterHouseCoppers Ltd
PO Box 484
Port Moresby 121
National Capital District
Phone : + 675 321 1500
Fax : + 675 321 1428

PA C I F I C  B A L A N C E D  F U N D
A N N U A L  R E P O R T  2 0 1 1
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FINANCIAL PERFORMANCES
and MEMBERS ANALYSIS

The growth in Fund Value went up to K320.2m in 2011 from K272.1m in 2010. This is a 15 % growth in 
2011 compared to 18% in 2010 due to capital gain (K51.3m) on investments. Net return on investment 
was 14% compared to the year before at 15%.

Financial Performance and Member Analysis

FUND  PERFORMANCE  (  K  M I L L ION)

2011 2010

FUND SIZE 320.2 272.1

CAPITAL GROWTH 51.3 41.5

INCOME -3.2

TOTAL GROWTH 48.2 41.5

GROWTH (%) 15% 18%

INVESTMENT VALUE 335.3 284.0

RETURN ON INVESTMENT 14% 15%

MOVEMENT  IN  UN I T  HOLDERS  CONTR IBUT IONS  (K  M I L L ION)

MOVEMENT IN UNITS 2011 2010

OPENING BALANCE 40, 558, 460 40, 554,630

APPLICATIONS

REDEMPTIONS

INCREASE IN NET ASSETS 

CLOSING BALANCE 40,558 460 40,558,460

UNITS IN CIRCULATION 12,500,000 12,500,000

No movement in Units were noted in 2010.

PA C I F I C  B A L A N C E D  F U N D
A N N U A L  R E P O R T  2 0 1 1
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Distribution Payable
The distribution relates to 2003-2009 and the unit holders become entitled to the amounts in those years, the 2010 opening 
balance for retained earnings has been adjusted with this amount.

Income tax expense
The income tax balances was also adjusted to reflect the income tax payable position in accordance with the most recent 
correspondence with the Internal Revenue Commission. 

The following table provide a summary of the impact of all corrections:

Notes 31 December 2010

(as reported)

Adjustments 31 December 2010

(as restated)

Cash and cash equivalents
8 42,702,283 209,616 42,911,907

Receivables 9 15,818,664 12,184,030 28,002,703
Income tax refundable 5 695,525 (695,525) -
Property, plant and equipment 11 2,008,333 224,426 2,232,770
Total increase in assets 11,922,547

Trade and other payables 12 27,903,156 (2,630,576) 25,272,592
Income tax payable - 1,401,687 1,401,687
Retained earnings 276,717,099 (18,103,119) 258,613,980
Total decrease liabilities and equity (19,332,008)

Dividend income 19,075,531 12,184,688 31,260,219
Total increase in income 12,184,688
Depreciation 183,139 6,089 189,228
Directors fees 325,000 10,000 335,000
General and administrative expenses 1,135,760 215,937 1,351,697
Tax refund written off 5 5,198,280 (5,198,280) -
Management fees 15 3,000,856 (444,750) 2,556,121
Performance fees 15 4,224,203 (1,970,200) 2,254,018
Trustee fees 15 1,500,428 (221,494) 1,278,949
Income tax expense 5 2,749,523 7,346,150 10,095,678
Total decrease in expenses (256,548)

15. RELATED PARTY TRANSACTIONS

Intercompany transactions

Intercompany transaction balances are attributed to the following:
(a) Share buyback for Metals Refining Operations (MRO) by PBF

In the previous financial yearPBF advanced to MRO an amount of K2,289,000 to buy back shares held by AGR Matthey 
so that MRO became 100% owned by MMC. The total receivable at 31 December 2011 is K4,604,527.  The amount is 
fully provided at year end.

(b) Melanesian Metals Corporation (MMC)
In the previous financial yearPBF advanced an amount toMMC in order for MMC to settle its liabilities that had been 
incurred.  The total receivable at 31 December 2011 is K2,289,065. The amount is fully provided at year end.

(c) Receivable from Pacific Equities Investment Limited (PEIL)
In prior years PEIL received some dividend cheques on behalf of PBFand is reflected in the receivables as K2,049,503.
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13. DISTRIBUTION PAYABLE

Consolidated                         PBF

2011
K

2010
K

(Restated)

2011
K

2010
K

(Restated)

Distribution payable 18,813,319 18,813,319 18,813,319 18,813,319

18,813,319 18,813,319 18,813,319 18,813,319

The Distribution payable is monies that will be paid to unit holders as dividend for the financial year 2003 to 2009.

14. PRIOR PERIOD ADJUSTMENTS

31 December 2009 Opening Comparative
As this error was made in reporting period prior to the comparative period (i.e. 31 December 2010), the Statement of 
Financial Position opening balances as at 31 December 2010 were restated, as follows:

> Cash and cash equivalents were increased by K710,200 to record the bank accounts that were not previously 
 recorded in the PBF’s Statement of Financial Position. The increase to Cash and cash equivalents was as 
 follows:
 - Bank account not previously identified in prior periods – K141,988
 - Balance from Unit Trust Trading account not previously reported in PBF – K568,212  
> Retained earnings were increased by K710,200.

31 December 2010 Comparatives
The error in 31 December 2009 opening comparative was still uncorrected in the 2010 financial statements, and therefore, 
similar adjustments are required to be made to the financial statements in the 2010 comparative in accordance with IAS 8 
Accounting Policies, Changes in Accounting Estimates and Errors. In addition, the following errors were also identified:

Dividends    
In the current financial year, PBF received actual payment of dividends from equity securities amounting to 
K12,184,688.  Upon receipt of payment, the facts became available that these dividend income were declared and payable 
for financial year 2010 by the investee companies, however these facts were not made known to PBF until after the actual 
dividends were received.  

In accordance with the requirement stated in IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors, the 
dividend is now recognised retrospectively and the financial statements comparative financial information have been 
amended accordingly.

Unit Trust Trading account expenses
The Unit Trust Trading (UTT) account was established in July 2010to pay for the expenses related to the Unit Trading office in 
Boroko. Every quarter, PBF transferred funds to the UTT account. Upon transfer, the funds were recorded as a management 
expense and the bank balance was not recorded in PBF books. A separate general ledger was kept for UTT account. In the 
current financial year, the management determined that the expenses of UTT are reimbursable expenses in accordance with 
the Trust Deed and should be reported as PBF expenses. The corresponding bank balance is also now recognised in PBF 
financial statements.The comparative financial information has been amended to reflect these adjustments in accordance with 
IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors.

Management fees, Trustees fees and performance fees
As a result of the restatements in the balances of financial position, the management fees, trustee fees and performance fees 
were recalculated and adjusted accordingly as these fees are based on these amounts and in line with the Trust Deed.
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Statement of Trustee Responsibilities 
for Financial Statements
The audited Financial Statements, which 
are to be prepared in accordance with 
Generally Accepted Accounting Practice, 
are the responsibility of Melanesian 
Trustee Services Limited, the sole 
corporate Trustee of the Fund.

The Pacific Balanced Fund Trust Deed 
require the Trustee to make available 
to Fund members, beneficiaries and 
certain other parties, audited Financial 
Statements for each Fund year which:
>  show a true and fair view of the 
 financial transactions of the Fund
 during the Fund year and of the 
 amount and disposition at the end of 
 the Fund year of the assets and 
 liabilities, other than liabilities to pay 
 Unit Holders after the end of the 
 Fund year; and
>  contain the information specified in 
 the Schedule to the Trust Deed  
 Requirement to obtain 

Audited Accounts and a Statement 
from the Auditor, including a statement 
whether the Financial Statements have 
been prepared in accordance with the 
Accounting Standards, the Securities Act 
and the Trust Deed of the Fund. 

The Trustee has supervised the 
preparation of the Financial Statements 
and has agreed suitable accounting 
policies, to be applied consistently, 
making estimates and judgements on 
a reasonable and prudent basis.  The 
Trustee is also responsible for making 
available each year, commonly in the form 
of a Trustee Annual Report, information 
about the Fund prescribed by Trust Deed 
and the Securities Act, which it should 
ensure is consistent with the Financial 
Statements it accompanies.

The Trustee also has certain 
responsibilities in respect of contributions 
which are set out in the Statement of the 
Trustee’s Responsibilities accompanying 
the Trustee’s Summary of Contributions.  
The Trustee has a general responsibility 
for ensuring that adequate accounting 
records are kept and for taking such 
steps as are reasonably open to them 
to safeguard the assets of the Fund and 

to prevent and detect fraud and other 
irregularities, including the maintenance 
of appropriate internal controls.

The Trustee is responsible for the 
maintenance and integrity of the 
financial information included on the 
Trust’s website www.mtsl.com.pg or 
other print media and other forms of 
multimedia.

This Year’s Performance in Brief
During the year, the Fund was not 
able to invest in any other available 
opportunities. Investment opportunities 
are assessed in accordance with target 
asset allocations as set out in the 
governing documents of the Fund and 
in accordance with the provisions of the 
Trust Deed.

KENNEDY WEMIN 
CHIEF EXECUTIVE OFFICER

On 31st December 2010, the value of the Fund was K272.1 million, a 
growth in value by of K48.1 million (18% growth) compared to 2009, a 
growth of  K21 million (10% growth).  The return on investment for the 
year was (15%) compared to 9% returns as at 31st December 2009. No 
cash return was received whilst the capital gains accounted for over 100% 
of the growth.  Unit Holders gains are reflected through the improved unit 
price as opposed to receipt of dividend.

Trustee Administration
The Trustee administers the Fund in accordance with the operative 
provisions and policies of the Trustee Deed as presented below;

Custodian of the Fund
To act as the custodian of the Fund and safeguard the interest of the unit 
holders by keeping the funds and assets secured.

Exercise Due Diligence
To exercise all due diligence and vigilance in carrying out its functions 
and duties in accordance with the Trust Deed,  Securities Act and other 
regulatory requirements .

Compliance with Trust Deed
To ensure that the Manager manages and administers the Fund in 
accordance with the Trust Deed, the Securities Act and other regulatory 
requirements .

Compliance with Accounting Standards
To ensure proper records are kept of all transactions, dividends, interest 
and income received and distributed in respect of the Fund.

Investment Policies
To ensure that the Manager keeps the Trustee fully informed of the details 
of the Manager’s policies in investments and any changes thereof.

Audit Standards
To ensure the accounts are audited at the end of each accrual period by 
the auditors and the Manager, on behalf of the Trustee forwards to the 
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unit holders, investors or contributor(at 
their last known registered address) a 
copy of the audited annual accounts 
within six months after the financial year 
end.

Communication
The Board ensures that all members of the 
Trust are communicated with on a regular 
basis. 

Socially Responsible Investment Social 
Responsible Investment is sometimes 
referred to as “ethical investing” refers 
to the investments in which Trustee 
will commit the trust to invest into for 
example, arms companies; companies that 
pollute the environment; and those that 
have operations in countries with a poor 
human rights record.

By specifically excluding any of the 
potential investments mentioned above, 
the Trust may miss out on some of the 
better performing assets in the economy, 
with obvious consequences for the value 
and growth of the Fund.

Significant Changes in State of Affairs
In the opinion of the Trustee, there were 
no significant changes in the state of 
affairs of the Fund that occurred during 
the financial year under review.

Matters Subsequent to the End of the 
Financial Year
No matter or circumstance has arisen 
since 31 December 2010 that has 
significantly affected, or may significantly 
affect  the operations of the Fund in future 
financial years, or
i. the results of those operations in 
 future financial years, or
ii. the state of affairs of the Fund in 
 future financial years.

Likely Developments and Expected 
Results of Operations
The Fund will continue to be managed in 
accordance with the investment objectives 
and guidelines as set out in the governing 
documents of the Fund and in accordance 
with the provisions of the Trust Deed.

The results of the Fund’s operations will be 
affected by a number of factors, including;

i. the performance of investment markets in which the Fund invests;
ii. Investment performance is not guaranteed and future returns may 
 differ from past returns; 
iii. As investment conditions  change over time, past returns should not 
 be used to predict future returns; and  
iv. Further information on likely developments in the operations of the 
 Fund and the expected results of those operations have not been 
 included in this report because the responsible entity believes it 
 would be likely to result in unreasonable prejudice to the Fund.

Indemnification and insurance of officers and auditors
No insurance premiums are paid for out of the assets of the Fund 
in regards to insurance cover provided to either the officers of the 
investment manager, the Trustee or the auditors of the Fund. So long as 
the officers of the investment manager and the Trustee act in accordance 
with the Trust Deed and the Law, the officers remain indemnified out of 
the assets of the Fund against losses incurred while acting on behalf of the 
Fund.  The auditors of the Fund are in no way indemnified out of the assets 
of the Fund.

Donations
There were no donations made during the year.

Independent Audit Report
The financial statements have been audited and should be read in 
conjunction with the independent audit report.   

There were no amounts paid to the auditors for the audit or other services 
during the year.

Fees paid to and interests held in the Fund by the investment manager, the 
Trustee or their associates

Fees paid to the investment manager, the Trustee and their associates out 
of Fund property during the year are disclosed in Note 20 of the financial 
statements.

No fees were paid out of Fund property to the directors of the investment 
manager or the directors of the Trustee during the year.

The number of interests in the Fund held by the investment manager, the 
Trustee or its associates as at the end of the financial year are disclosed in 
Note 20 of the financial statements.

Interests in the Fund
The movement in units on issue in the Fund during the year is disclosed in 
note 9 of the financial statements.

The value of the Fund’s assets and liabilities is disclosed on the balance 
sheet and derived using the basis set out in note 2 of the financial 
statements.

For and on behalf of the Board of Directors and the Management of the 
Melanesian Trustee Services Ltd.

Kennedy Wemin | Chief Executive Officer
Melanesian Trustee Services LIMITED

CONSOLIDATED and PBF  Plant and 
equipment

Furniture 
and Fittings

Motor 
Vehicles

 Improve-
ments

Work in 
progress

TOTAL

2010 (Restated)

Cost

At 1 January 2010 667,243 4,345 71,789 - 638,000 1,381,377

Additions 344,828 40,667 12,646 84,380 589,050 1,071,571

At 31 December 2010 1,012,071 45,012 84,435 84,380 1,227,050 2,452,948

Accumulated depreciation

At 1 January 2010 17,935 951 12,076 - - 30,962

Depreciation 152,296 6,202 19,526 11,204 - 189,228

At 31 December 2010 170,231 7,153 31,602 11,204 - 220,190
Net book value at 31 
December 2010 841,840 37,870 52,833 73,176 1,227,050 2,232,759

12. TRADE AND OTHER PAYABLES
Consolidated PBF

 
Note

2011
K

2010
K

(Restated)

2011
K

2010
K

(Restated)

Trade creditors 672,458 101,375 672,458 101,375

Accrued audit fees 157,944 369,500 157,944 369,500

Accrued accounting fees 183,018 481,394 183,018 481,394

Accrued management fees 3,955,689 4,402,874 3,955,689 4,402,874

Accrued trustee fees 3,572,912 2,362,460 3,572,912 2,362,460

Accrued performance fees (PEIL) 11,620,005 11,620,005 11,620,005 11,620,005

Accrued performance fees (MTSL) 5,682,713 4,778,170 5,682,713 4,778,170
Payroll deduction scheme (PDS) 
contributions 198,655 198,655 198,655 198,655

Group tax payable 1,297,709 958,147 1,297,709 958,147

27,341,1033 25,272,580 27,341,1033 25,272,580

(a) The PDS balance represents fortnightly contributions that employees in the various government departments contribute 
towards acquiring units in PBF. The contributions are converted to units in PBF once the employee contribution balance 
reaches a threshold to acquire fifty units.
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FUND
INVESTMENT

Fund Investment 
No new investments were made during the year.  Asset 
re-evaluation resulted in the increase in the fund value due to the 
strong performance of the respective investee companies.  The 
fund investments are represented mostly by unlisted securities and 
property. 

FUND INVESTMENTS (%)

ASSETS 2011 2010

UNLISTED SECURITIES 91.8% 92.3%

LISTED SECURITIES 0.2% 0.2%

REAL PROPERTY 8.2% 7.5%

TOP HOLDING AS AT DECEMBER 2011

UNLISTED SECURITIES % HOLDING % ASSETS IN PBF

SECURITIES 2011 2010

AMALPACK LTD 30% 3%

ASSOCIATED MILLS LTD 26% 25%

BOC GASES LTD 26% 8%

SOUTH PACIF IC  BREWERY 9% 0%

KUMUL HOTELS LTD 27% 15%

ORIGIN ENERGY LTD 33% 4%

MARSH LTD 31% 2%

MARKAM CALVERTS LTD 25% 2%

MELANESIAN METALS CORP LTD 100% 1%

SP HOLDINGS LTD 9% 0%

JKJL  PROPERT IES LTD 20% 1%

TOYOTA TSUSHO LTD 24% 20%

TRUKAI  INDUSTRIES LTD 34% 11%

UNLISTED SECURITY

PACIF IC  PROPERTY TRUST 26% 7%

LISTED EQUITY 91.8% 91.8%

BSP 0.2% 0%

PA C I F I C  B A L A N C E D  F U N D
A N N U A L  R E P O R T  2 0 1 1

(a) Fair value estimation
As disclosed in note 3(d), investments in the above financial assets are carried at their fair values. Independent party, KPMG has 
assessed that there is no material difference between the net assets of these entities and their fair values. The methodology 
used in the analysis was a combination of maintainable earnings, dividend yields and discounted cash flows of assets as 
appropriate. 

(b) Financial Assets at FVTPL   
Consolidated PBF

2011
          K

2010
K

(Restated)

2011
K

2010
K

(Restated)

Balance at the beginning of the year 283,953,910 242,483,387 283,953,910 242,483,387

Change in fair value of FVTPL 51,331,165 41,470,523 51,331,165 41,470,523

Balance at the end of the year 335,285,075 283,953,910 335,285,075 283,953,910

11. PLANT AND EQUIPMENT

CONSOLIDATED and PBF Plant and 
equipment

Furniture 
and Fittings

Motor 
Vehicles

Improve-
ments

Work in 
progress

Total

2011

Cost
At 1 January, as previously 
reported 1,373,511 42,108 84,435 84,380 638,000 2,222,434

Prior Years adjustments (361,439) 2,904 - - 589,050 230,515
Restated balance as at 1 
January 1,012,072 45,012 84,435 84,380 1,227,050 2,452,949

Additions 1,280,005 - - (1,227,050) 52,955

At 31 December 2010 2,292,077 45,012 84,435 84,380 - 2,505,904

Accumulated depreciation

At 1 January 2011 164,315 6,980 31,602 11,204 - 214,101

Prior Years adjustments 5,916 173 - - - 6,089
Restated balance as at 1 
January 170,231 7,153 31,602 11,204 - 220,190

Depreciation 423,887 7,572 15,850 14,635 - 461,944

At 31 December 2011 594,118 14,725 47,452 25,839 - 682,134

Net book value at 31 
December 2011 1,697,959 30,287 36,983 58,541 - 1,823,770
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INVESTMENT
REPORT

Fund Objective
The fund seeks to achieve income and 
capital growth over the medium to long 
term period and will invest in equities, 
fixed income and cash management 
primarily in the Papua New Guinea, and 
the balance in the Pacific Region.

Investment Performance Profile
The graph below shows the growth of the Fund over the last ten (10) years (2002-2011).

Investment income grew at an average of K42.4m per annum over the ten (10) year period and the highlight was 
between 2007 and 2008 where Return on Investment recorded a significant growth of 47% and 46% respectively 
due to appreciation in value of underlying investments.

Operational expenses were kept low against an estimated Compounded Annual Growth Rate of 34% from 2009 to 
2011/2012.

The Funds liabilities comprised mainly of dividends payable to unit holders for the year 2003 to 2009 inclusive and 
accrued management and trustee fees from 2003-2008 appears to be steady while the Net Fund Value, Investment 
Income and the Gross Asset Value continue to appreciate significantly Year Over Year (YOY). 

PA C I F I C  B A L A N C E D  F U N D
A N N U A L  R E P O R T  2 0 1 1

Investment Policy
To create a prudent mix of equities and fixed income securities in line 
with the Fund’s objective. 

Investor Profile
Investors seeking to invest in Pacific Balanced Fund should have the 
following investor profile features;
< Conservative to moderate risk-reward temperament;
< Medium to long-term investor – 5 Years or more; and
< Preference for receiving some income and a 
 respectable measure of capital growth.
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10. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT AND LOSS

Comprising
Unlisted securities

Consolidated PBF

 
Note

Equity 
%

2011
          K

2010
K

(Restated)

2011
K

2010
K

(Restated)

Amalpack Limited 30 11,000,000 7,427,000 11,000,000 7,427,000
Associated Mills 
Limited

26 73,500,000 70,142,000 73,500,000 70,142,000

BOC Gases (PNG) 
Limited

26 27,200,000 27,595,000 27,200,000 27,595,000

Kumul Hotels Limited 27 51,700,000 50,000,000 51,700,000 50,000,000

Markham Culverts 
Limited

25 7,100,000 7,500,000 7,100,000 7,500,000

Metal Refining 
Holdings Limited

37 11,400,000 3,210,000 11,400,000 3,210,000

Niu Marsh 26 6,800,000 7,450,000 6,800,000 7,450,000

Origin Energy (PNG) 
Limited

33 16,100,000 11,799,000 16,100,000 11,799,000

Ramu Sugar Limited 1 - -

SP Holdings Limited 3 900,000 767,000 900,000 767,000

JKL Properties Limited 20 3,000,000 689,000 3,000,000 689,000

Toyota Tsusho (PNG) 
Limited

24 64,700,000 51,072,000 64,700,000 51,072,000

Trukai Industries 
Limited

33 36,400,000 22,529,000 36,400,000 22,529,000

Total financial assets 
at fair value through 
profit and loss

309,800,000 260,180,000 309,800,000 260,180,000

Listed securities

Bank of South Pacific 485,075 508,910 485,075 508,910
     

Unlisted property trust

Pacific Property Trust 25,000,000 23,265,000 25,000,000 23,265,000

25,000,000 23,265,000 25,000,000 23,265,000
Total financial assets at fair value through 
profit and loss 335,285,075 283,953,910 335,285,075 283,953,910
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9. RECEIVABLES
Consolidated PBF

2011
K

2010
K

(Restated)

2011
K

2010
K

(Restated)

Other debtor 3,432,983 93,001 3,432,983 93,001

Dividend receivable 3,194,689 14,361,754 3,194,689 14,361,754
Loan – Pacific Equities Investments 
Limited 2,049,503 2,049,503 1,044,325 1,044,325

Loan – Pacific Property Trust 2,780,577 2,780,577 2,780,577 2,780,577
Loan – Melanesian Trustee Services 
Limited 2,829,445 2,829,445 2,829,445 2,829,445
Loan – Melanesian Metals Corporation 
Limited 2,289,065 2,289,065 2,289,065 2,289,065

Loan – Metals Refining Operations 4,604,527 4,604,527 4,604,527 4,604,527

Less: Allowance for doubtful debts (6,893,592) - (6,893,592) -

14,287,197 29,007,872 13,282,019 28,002,694

The allowance for doubtful debts pertains to the loans to Melanesian Metals Corporation Limited and Metals Refining 
Operation, which as being fully provided at year end.
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REPORT OF THE
INDEPENDENT AUDITORS

6. NET ASSETS ATTRIBUTABLE TO UNIT-HOLDERS
Movements in number of units and net assets attributable to unit-holders during the year were as follows:

Consolidated PBF

2011
K

2010
K

(Restated)

2011
K

2010
K

(Restated)

Opening balance 40,558,460 40,558,460 40,558,460 40,558,460

Applications - - - -

Redemptions - - - -
Increase in net assets attributable to 
unit-holders - - - -

Closing balance 40,558,460 40,558,460 40,558,460 40,558,460

The Fund unit purchase and sale price is set by the fund manager periodically and is in accordance with formula specific in the 
Trust Deed however trading has been suspended since 2002.

As stipulated within the Trust Deed, each unit represents a right to an individual share in the Fund and does not extend to a 
right to the underlying assets of the Fund. There are no separate classes of units and each unit has the same rights attaching 
to it as all other units of the Fund.

Capital risk management
The Fund manages its net assets attributable to unit-holders as capital, notwithstanding net assets attributable to unit-holders 
are classified as a liability. The amount of net assets attributable to unit-holders can change significantly on a daily basis as the 
Fund is subject to daily applications and redemptions at the discretion of unit-holders.

7. DISTRIBUTION TO UNIT-HOLDERS
There was nil distribution paid to unit-holders during the year ended 31 December 2011. (2010: Knil).

8. CASH AND CASH EQUIVALENTS
Consolidated PBF

2011
K

2010
K

(Restated)

2011
K

2010
K

(Restated)

Cash at bank 40,491,335 29,841,993 40,491,335 29,841,993

Term deposit 16,530,265 13,069,906 16,530,265 13,069,906

57,021,600 42,911,899 57,021,600 42,911,899
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4. AUDITORS REMUNERATION
During the year the following fees were paid or payable for services provided by the auditor of the Fund:

Consolidated PBF

 
Note

2011
K

2010
K

(Restated)

2011
K

2010
K

(Restated)

(a)   Audit Services

Audit and review of financial reports 86,000 67,000 86,000 67,000

Total remuneration for audit services 86,000 67,000 86,000 67,000

Audit fees of K86, 000 accrued to be paid to Deloitte Touche Tohmatsu in relation to the audit of the financial reports for the 
year ended 31 December 2011.

5. INCOME TAX EXPENSE
The income tax charged on total revenues less expense is determined as follows:

Consolidated PBF

 
Note

2011
K

2010
K

(Restated)

2011
K

2010
K

(Restated)

(a) INCOME TAX EXPENSE 

Current tax 5,602,393 2,749,523 5,602,393 2,749,523

5,602,393 2,749,523 5,602,393 2,749,523

Profit before income tax 53,757,022 63,941,435 53,757,022 63,941,435
Prima facie tax payable at 30% (2010: 
30%) on profit before income tax 16,127,107 19,182,430 16,127,107 19,182,430

Tax effect of:

Income not subject to tax (15,399,350) (12,441,157) (15,399,350) (12,441,157)

Deferred tax asset not recognized 4,974,628 6,057,619 4,974,628 6,057,619

Exempt income (gross of DWT) (5,573,429) (2,674,906) (5,573,429) (2,674,906)
Tax losses for which no deferred 
tax was recognized  - -
Dividend withholding tax as                                                                                                                                      
final tax expense 5,473,437 2,732,465 5,473,437 2,732,465

Adjustments for current tax of prior 
periods - (2,760,778) - (2,760,778)

5,602,393 10,095,673 5,602,393 10,095,673

The deferred tax asset will not be recognized in the accounts as it is not probable that future taxable profit will be available 
against which the deductible temporary differences and tax losses can be utilized.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Consolidated PBF

 
Note

2011
K

2010
K

(Restated)

2011
K

2010
K

(Restated)
Investment income

Interest income 268,489         460,801 268,489 460,801                
Dividend income 21,033,658 31,260,219 21,033,658 31,260,219
Net gain on financial instruments 
held at fair value

10 51,331,165 41,470,523 51,331,165 41,470,525

Directors fees 65,502 23,500 65,502 23,500

Other operating income 8,234 29,314 8,234 29,312

Total 72,707,048 73,244,357 72,707,048 73,244,357

Expenses

Accounting fees 631,756 175,000 631,756 175,000

Allowance for doubtful debts 6,893,592 - 6,893,592

Audit fees 86,000 67,000 86,000 67,000

Depreciation 14 461,944 189,228 461,944 189,228

Directors fees 14 560,344 335,000 560,344 335,000

General and administrative 14 2,890,873 1,351,697 2,890,873 1,351,697

Legal fees 1,104,959 964,163 1,104,959 964,163

Management fees 14,15 3,548,685 2,556,106 3,548,685 2,556,106

Performance fees 14,15 904,543 2,254,003 904,543 2,254,003

Repairs and maintenance 21,635 11,169 21,635 11,169

Travel and entertainment 71,352 120,622 71,352 120,622

Trustee fees 14,15 1,774,343 1,278,934 1,774,343 1,278,934

Total operating expenses 18,950,026 9,127,922 18,950,026 9,127,922

Operating profit before income tax 53,757,022 63,941,435 53,757,022 63,941,435

Income tax expense 5 5,602,393 10,095,673 5,602,393 10,095,673

Operating profit after income tax 48,154,629    53,845,762 48,154,629    53,845,762

Finance costs attributable to unit-holders
Increase in net assets attributable 
to unit-holders

- - - -

Distributions to unit-holders - - - -

Profit for the year 48,154,629    53,845,762 48,154,629 53,845,762

The above Consolidated Statement of Comprehensive Income should be read in conjunction with the accompanying notes.

CONSOL IDATED  S TATEMENT  OF 
COMPREHENS IVE  INCOME
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CONSOLIDATED STATEMENT OF F INANCIAL  POSIT ION

Consolidated PBF

 
Note

2011
K

2010
K 

(Restated)

2011
K

2010
K 

(Restated)
Assets

Cash and cash equivalents 8,14 57,021,600 42,911,899 57,021,600 42,911,899

Receivables 9,14 14,287,197 29,007,872 13,282,019 28,002,694
Financial assets at fair value through 
profit and loss 10 335,285,075 283,953,910 335,285,075 283,953,910

Property, plant and equipment 11,14 1,823,770 2,232,759 1,823,770 2,232,759

Total Assets 408,417,642 358,106,440 407,412,464 357,101,262

Liabilities

Trade and other payables 12,14 27,341,103 25,272,580 27,341,103 25,272,580

Distribution payable 13 18,813,319 18,813,319 18,813,319 18,813,319

Income tax payable 14 1,489,737 1,401,687 1,489,737 1,401,687
Total Liabilities (excluding nets assets 
attributable to unit-holders) 47,644,159 45,487,586 47,644,159 45,487,586

Net Assets attributable to unit-
holders 6 40,558,460 40,558,460 40,558,460 40,558,460

Net Assets 320,215,023 272,060,394 319,209,845 271,055,216

Equity

Retained earnings 14 320,215,023 272,060,394 319,209,845 271,055,216

320,215,024 272,060,394 319,209,845 271,055,216

The above Consolidated Statement of Financial Position should be read in conjunction with the accompanying notes.

CONSOL IDATED  S TATEMENT  OF 
F INANC IAL  POS I T ION

2011 
K

2010 
K

Effect on net assets of an increase in equity prices 24,254 25,445
Effect on net assets of a increase in equity prices (24,254) (25,445)

(ii) Interest rate risk
The Fund invests in financial assets for the primary purpose of obtaining a return on investments on behalf of its members. 
The Fund’s investments are subject to interest rate risks and the return on the investments will fluctuate in accordance with 
movements in the market interest rates.

(iii) Foreign exchange rate risk
The fund does not have any material exposure to volatility in foreign currency exchange rates.

(a) Credit risk exposures
Credit risk primarily arises from cash and cash equivalents, deposits with banks and other financial institutions. None of 
these assets are impaired nor past due but not impaired. The Fund does not have any significant exposure to any individual 
counterparty or industry.

(b) Liquidity risk 
The Fund is exposed to daily cash redemptions of redeemable units. It therefore will ensure in future years that it holds a 
sufficient cash balance and investments that are traded in an active market so as to be able to pay out the redemptions as 
necessary. 

(c) Fair value estimation
The carrying amount of the Fund’s assets and liabilities at the balance sheet date approximate their fair values. Financial assets 
and liabilities held at fair value through profit or loss are measured initially at fair value excluding any transaction costs that 
are directly attributable to the acquisition or issue of the financial asset or financial liability. Transaction costs on financial 
assets and financial liabilities at fair value through profit or loss is expensed immediately. Subsequent to initial recognition, all 
instruments held at fair value through profit or loss is measured at fair value with changes in their fair value recognised in the 
statement of comprehensive income.

(i) Fair value in an inactive or unquoted market
The fair value of financial assets and liabilities that are not traded in an active market is determined using valuation techniques. 
These include the use of recent arm’s length market transactions, reference to the current fair value of a substantially similar 
other instrument discounted cash flow techniques or any other valuation technique that provides a reliable estimate of prices 
obtained in actual market transactions. This exercise is undertaken by an expert independent external party.
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3. FINANCIAL INSTRUMENTS
The Fund’s activities expose it to a variety of financial risks: market risk (including price risk, foreign exchange risk and interest 
rate risk), credit risk and liquidity risk.

The Fund uses different methods to measure different types of risk to which it is exposed. The Fund’s financial instruments 
comprise cash, receivables, and financial assets at fair value through profit and loss, other financial assets, payables and 
borrowings.

Consolidated PBF

 
Note

2011
K

2010
K

(Restated)

2011
K

2010
K 

(Restated)
Financial assets

Cash and cash equivalents 57,021,600 42,911,899 57,021,600 42,911,899

Receivables 14,287,197 29,007,872 13,282,019 28,002,694
Financial assets at fair value through 
profit and loss 335,285,075 283,953,910 335,285,075 283,953,910

406,593,872 355,873,681 405,588,694 354,868,503

Financial liabilities

Trade and other payables 27,341,103 25,272,580 27,341,103 25,272,580

Distribution payable 18,813,319 18,813,319 18,813,319 18,813,319

Income tax payable 1,489,737 1,401,687 1,489,737 1,401,687

47,644,159 45,487,586 47,644,159 45,487,586

(a) Market risk
(i) Price Risk
The Fund’s listed entities are exposed to equity securities price risk. This arises from investments held by the Fund for which 
prices in the future are uncertain. All securities investments present a risk of loss of capital.  The maximum risk resulting from 
financial instruments is determined by the fair value of the financial instruments.

The price risk is mitigated through diversification and a careful selection of securities and other financial instruments.

The table below is a summary of the sector concentrations within the equity portfolio.

31 December 2011 31 December 2010

Total Assets

K

Percentage of 
total assets

%

Total Assets

K

Percentage of 
total assets

%

Consumer goods 137,466,881 41% 116,421,103 41%

Industrial 164,289,687 49% 139,137,416 49%

Property 26,822,806 8% 22,716,313 8%

Other 6,705,701 2% 5,679,078 2%

Total 335,285,075 100% 283,953,910 100.00%

The table summarises the sensitivity of the Fund’s net assets attributable to unit holders to equity price movements as at 31 
December 2011. The analysis is based on the assumptions that the listed equity investment increased by 5% (2010: 5%) and 
decreased by 5% (2010: 5%). The impact below arises from reasonable possible change in the fair value of the listed equity 
investment.
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CONSOLIDATED STATEMENT OF CHANGES IN NET  ASSETS 
ATTRIBUTABLE  TO UNIT-HOLDERS

Retained 
Earnings

Total

 
Note

 
K K

Consolidated

Balance as at 1 January 2010, as previously reported 236,317,751 236,317,751

Adjustment to opening balance 14 710,200 710,200

Adjustment distribution to unit holders (18,813,319) (18,813,319)

Restated balance as at  1 January 2010 218,214,632 218,214,632

Profit for the year, as restated 53,845,762 53,845,762

Restated balance as at 31 December 2010 272,060,394 272,060,394

Balance as at 1 January 2011, as previously reported 277,722,277 277,722,277

Net effect of prior period adjustment 14 (5,661,883) (5,661,883)

Restated balance as at 1 January 2011 272,060,394 272,060,394

Profit for the year 48,154,629 48,154,629

Balance as at 31 December 2011 320,215,023 320,215,023

PBF

Balance as at 1 January 2010, as previously reported 235,312,573 235,312,573

Adjustment to opening balance 14 710,200 710,200

Adjustment to distribution to unit holders (18,813,319) (18,813,319)

217,209,454 217,209,454

Profit for the year, as restated 53,845,762 53,845,762

Balance as at 31 December 2010 271,055,216 271,055,216

Balance as at 1 January 2011, as previously reported 276,717,099 276,717,099

Net effect of prior period adjustment 14 (5,661,883) (5,661,883)

Restated balance as at 1 January 2011 271,055,216 282,378,982

Profit for the year 48,154,629 48,154,629

Balance as at 31 December 2011 319,209,845 319,209,845

The above Consolidated Statement of Changes in Net Assets Attributable to Unit-holders should be read in conjunction with 
the accompanying notes
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CONSOL IDATED  S TATEMENT  OF 
CASH  F LOWS

CONSOLIDATED STATEMENT OF CASH FLOWS

Consolidated PBF

 
Note

2011
K

2010
K

(Restated)

2011
K

2010
K

(Restated)
Cash flow from operating activities

Expenses Paid 14 (12,865,949) (7,758,494) (12,865,949) (7,758,494)

Interest Received 227,583 460,801 227,583 460,801

Dividends Received 26,727,286 19,089,805 26,727,286 19,089,805

Other income 73,736 - 73,736 -

Net cash provided by operating activities 14,162,656 11,792,112 14,162,656 11,792,112

Cash flow from investing activities

Payments for plant and equipment 11,14 (52,955) (1,071,572) (52,955) (1,071,572)

Net cash used in investing activities (52,955) (1,071,572) (52,955) (1,071,572)

Cash flow from financing activities

Bank account not previously identified 14 - 665,979 - 665,979

Net loans to related parties - (4,387,762) - (4,387,762)

Net cash used in financing activities - (3,721,873) - (3,721,873)

Net increase in cash & cash equivalents 
held 14,109,701 6,998,757 14,109,701 6,998,757
Cash & cash equivalents at the beginning 
of the year 42,911,899 35,913,142 42,911,899 35,913,142

Cash and cash equivalents at the end of 
the year 8 57,021,600 42,911,899 57,021,600 42,911,899

The above Consolidated Statement of Cash Flows should be read in conjunction with the accompanying notes
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The income tax expense for the period is the tax 
payable on the current period’s taxable income based 
on the income tax rate adjusted by changes in deferred 
tax assets and liabilities attributable to temporary 
differences and to unused tax losses.

(l) Provisions
A provision is recognized when there is a present 
obligation to transfer economic benefits as a result of 
past events. The amount provided is the best estimate 
of the expenditure that would be required to settle the 
obligation that existed at the balance sheet date.

(m) Payables
Payables include liabilities and accrued expenses owing 
by the Fund which are unpaid at balance date.

The distribution amount payable to unit-holders as 
at the reporting date is recognised separately on 
the balance sheet when unit-holders are presently 
entitled to the distributable income under the Fund’s 
Constitution.

(n) Foreign currency translation
i) Functional and presentation currency
Items included in the Fund’s financial statements are 
measured using the currency of the primary economic 
environment in which it operates (‘functional 
currency”). This is the Papua New Guinea Kina, which 
reflects the currency of the economy in which the 
Fund competes for funds and is regulated. The Papua 
New Guinea Kina is also the Fund’s presentation 
currency.

ii) Transactions and balances
Foreign currency transactions are translated into the 
functional currency using the exchange rates prevailing 
at the dates of the transactions. Foreign exchange 
gains and losses resulting from the settlement of 
such transactions and from the translations at year 
end exchange rates of monetary assets and liabilities 
denominated in foreign currencies are recognised in 
the income statement.

(o) Goods and Services Tax (GST)
The GST portion isexpensed with the costs of various 
services provided to the Fund by third parties. The 
Fund does not claim or recognise the GST portion of 
the costs and includes the GST in the expenses.

(p) Use of estimates
The Fund makes estimates and assumptions that affect 
the reported amounts of assets and liabilities within 
the next financial year.Estimates are continually 
evaluated and based on historical experience and 
other factors, including expectations of future 
events that are believed to be reasonable under the 
circumstances.

(q) Segment reporting
A business segment is identified for a group of assets 
and operations engaged in providing products or 
services that are subject to risks and returns that 
are different to those of other business segments. A 
geographical segment is identified when products or 
services are provided within a particular economic 
environment subject to risks and returns that are 
different from those segments operating in other 
economic environments.

(r) Comparative figures
Where necessary, comparative figures have been 
adjusted to conform with changes in presentation in 
the current year.

The 2010 comparatives have been restated in these 
financial statements to effect the adjustments as noted 
in Note 14 in accordance with the requirements of IAS 
8 “Accounting policies, changes in accounting estimates 
and errors”.

(s) Distribution to unitholders
In accordance with the Trust Deed, the fund distributes 
income adjusted by the amount determined by the 
Trustee, to unit holders by cash or reinvestment.  The 
distributions are recognised in profit and loss as finance 
costs attributable to unit holders.

NOTES  TO  AND  FORMING  PART  OF  THE 
F INANC IAL  S TATEMENTS
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investments in exchange traded equity instruments and 
unlisted trusts and equity instruments.

Financial assets and financial liabilities designated at 
fair value through profit or loss at inception are those 
that are managed and their performance evaluated 
on a fair value basis in accordance with the Fund’s 
documented investment strategy. The Fund’s policy 
is for the fund manager to evaluate the information 
about these financial assets on a fair value basis 
together with other related financial information.

(ii) Recognition / (de-recognition)
The Fund recognises financial assets and financial 
liabilities on the date it becomes party to the 
contractual agreement (trade date) and recognises 
changes in fair value of the financial assets or financial 
liabilities from this date.

Investments are de-recognised when the right to 
received cash flows from the investments have expired 
or the Fund has transferred substantially all risks and 
rewards of ownership.

(iii) Measurement
Refer Note 3 (d).

(iv) Offsetting financial instruments
Financial assets and liabilities are offset and the net 
amount reported in the Statement of Financial Position 
when there is a legally enforceable right to offset 
the recognised amounts and there is an intention to 
settle on a net basis, or realise the asset and settle the 
liability simultaneously.

(g) Plant and equipment
 All plant and equipment is stated at historical cost 
 less depreciation. 
 Historical cost includes expenditure that is directly   

attributable to the acquisition of the items.

 Subsequent cost are included in the asset’s carrying 
amount only when it is probable that future economic 
benefits associated with the item will flow to the Fund 
and the cost of the item can be measured reliably. All 
other repairs and maintenance cost are charged to the 
statement of comprehensive income during the period 
in which they are incurred.

 Depreciation on other assets is calculated using the 
reducing balance method over the estimated useful 
life, as follows:

  Furniture & fittings  at rates 
  varying from 11.25% to 30.00%
  Office equipment  at rates 
  varying from 11.25% to 30.00%
  Motor vehicles 30%

 The assets’ residual values and useful lives are 
reviewed, and adjusted if appropriate, at each balance 
sheet date.

An asset’s carrying amount is written down 
immediately to its recoverable amount if the assets’ 
carrying amount is greater than its estimated 
recoverable amount.

Gains and losses on disposal are determined by 
comparing proceeds with carrying amount. These are 
included in the statement of comprehensive income

(h) Investment property
Investment property, principally comprising freehold 
office buildings and apartments, is held for long-
term rental yields and is not occupied by the Group. 
Investment property is carried at fair value, which is 
based on active market prices, adjusted, if necessary, 
for any difference in the nature, location or condition 
of the specific asset. If this information is not available, 
the Group uses alternative valuation methods such as 
recent prices in less active markets or discounted cash 
flow projections. Changes in fair values are recorded in 
the statement of comprehensive income.

(i) Receivables
Receivables may include amounts for dividends, 
interest and trust distributions. Dividends and trust 
distributions are accrued when the right to receive 
payment is established. Interest is accrued at the 
reporting date from the time of last payments in 
accordance with the policy set out in 2(c) above. 
Amounts are generally received within 30 days of being 
recorded as receivables.

(j) Cash and cash equivalents
For cash flow statement presentation purposes, cash 
and cash equivalents includes cash on hand, deposits 
held at call with financial institutions, any other short 
term, highly liquid investments with original maturities 
of three months or less that are readily convertible 
to known amounts of cash which are subject to an 
insignificant risk of changes in value.

Payments and receipts relating to the purchase and 
sale of investments securities are classified as cash 
flows from operating activities, as movements in the 
fair value of these securities represent the Fund’s main 
income generating activity.

(k) Income tax
Tax effect accounting procedures are followed using the 
liability method for all temporary differences arising 
between the tax bases of assets and liabilities and 
their carrying values for financial reporting purposes. 
Income tax on temporary differences is set aside to the 
deferred tax liability and deferred tax asset accounts at 
current enacted tax rates. Deferred tax assets relating 
to deductible temporary differences and tax losses are 
only carried forward as an asset to the extent that it 
is probable that future taxable profit will be available 
against which the deductible temporary differences 
and tax losses can be utilized.

NOTES  TO  AND  FORMING  PART  OF  THE 
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NOTES TO AND FORMING PART OF THE 
F INANCIAL  STATEMENTS

1. GENERAL INFORMATION
The Pacific Balanced Fund (PBF) is a commercial Unit Trust 
Fund established under the Securities Act 1997 and is 
administered in accordance with the terms of a registered 
Trust Deed dated 22 October 2001.

This registered Trust Deed succeeded the Management 
Declaration made on the 1st July 1973, the terms under 
which the Trust was administered by the Investment 
Corporation of Papua New Guinea (ICPNG) as Trustee and 
Fund Manager up until its expiration on 31st December 
2001.

By virtue of the ICPNG’s approval of the new Trust Deed 
and its registration with the Securities Commission of Papua 
New Guinea, Melanesian Trustee Services Limited (MTSL) 
became the Trustee succeeding ICPNG.

The Trustee, MTSL, in accordance with its powers under the 
Trust Deed appointed Pacific Equities & Investments Limited 
(PEIL) as the fund manager replacing ICPNG. PEIL were 
removed as fund manager on the 11 November 2008 and 
MTSL were appointed as interim fund manager.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The principal accounting policies applied in the preparation 
of these financial statements are set out below. These 
policies have been consistently applied to all years 
presented, unless otherwise stated in the following text.

These financial statements are presented in accordance 
with the requirements of the SecuritiesAct and the Trust 
Deed and comply with generally accepted accounting 
practice, including applicable financial reporting standards 
approved for use in Papua New Guinea (PNG) by the 
Accounting Standards Board (ASB). The ASB has approved 
all current International Financial Reporting Standards (IFRS) 
as the applicable financial reporting standards.

All amounts are expressed in PNG Kina (K) rounded to the 
nearest Kina.

(a) Basis of preparation
The financial statements have been prepared under 
the historical cost convention, as modified by the fair 
value adjustments to investments and other financial 
assets and liabilities at fair value through the Statement 
of Changes in Net Assets. Unless otherwise stated, the 
accounting policies adopted are consistent with those 
of the previous year.  

The preparation of financial statements in conformity 
with IFRS requires the use of certain critical accounting 
estimates. It also requires management to exercise 
its judgment in the process of applying the Fund’s 
accounting policies.  

NOTES  TO  AND  FORMING  PART  OF  THE 
F INANC IAL  S TATEMENTS

(b) Principles of consolidation
The consolidated financial statements are prepared 
from the financial statements of PBF and its 
subsidiaries as at balance date. Subsidiaries include all 
entities that are controlled by the holding company. 

The results of any subsidiaries acquired or disposed of 
during the year are included in the consolidated profit 
and loss account from the date of acquisition or up to 
the date of disposal.

All transactions between group entities are eliminated 
in full on consolidation.

(c) Investment income
Interest income and expenses are recognised in the 
statement of comprehensive income for all financial 
instruments that are not held at fair value through 
profit or loss using the effective interest method. 
Interest income on assets held at fair value through the 
profit or loss is included in the net gains / (losses) on 
financial instruments. Other changes in fair value for 
such instruments are recorded in accordance with the 
policies described in note 3(d).

Dividend income is recognised when the right to 
receive payment is established.

Trust distributions are recognised on an entitlement 
basis.

(d) Expenses
All expenses, including responsible entity’s fees, are 
recognised in the statement of comprehensive income 
on an accrual basis.

(e) Net assets attributable to unit-holders
Units are redeemable at the unit-holders’ option and 
are therefore classified as financial liabilities. The units 
can be put back to the Fund at any time for cash based 
on redemption price. The fair value or redeemable 
units is measured at the redemption amount that is 
payable (based on the redemption unit price) at the 
balance sheet date if unit-holders exercised their right 
to put the units back to the Fund.

(f) Financial instruments

(i) Classification
The Fund’s investments are classified as at fair value 
through profit or loss. They comprise:
- Financial instruments designated at fair value 

through profit or loss upon initial recognition.

These include financial assets that are not held for 
trading purposes and which may be sold. These are
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